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Item 1. Financial Statements

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable
Prepaid expenses and other current assets (1)
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

Part I - Financial Information

APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Condensed Consolidated Balance Sheets (Unaudited)
(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
Due to customer
Current liabilities held-for-sale
Other current liabilities
Total current liabilities
Long-term deferred revenue
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, no shares issued and outstanding at August 31, 2026, and 276,673 shares issued and

outstanding at May 31, 2026

Series E-1 preferred stock, $0.001 par value, 62,500 shares authorized, 61,831 shares issued and outstanding at August 31, 2026, and 61,909 shares issued and

outstanding at May 31, 2026

Series G preferred stock, $0.001 par value, 1,030,000 shares authorized, 128,750 shares issued and outstanding at August 31, 2026, and no shares issued and

outstanding at May 31, 2026
Redeemable noncontrolling interest
Stockholders' equity:

Common stock, $0.001 par value, 600,000,000 shares authorized, 304,232,295 shares issued and 297,066,995 shares outstanding at August 31, 2026, and

295,048,903 shares issued and 287,883,603 shares outstanding at May 31, 2026
Treasury stock, 7,165,300 shares at August 31, 2026 and 7,165,300 shares at May 31, 2026, 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

August 31, 2026 May 31, 2026
2,949.909 $ 1,591,988
313,385 2,381,027
114,110 56,309
685,638 613,692
19,366 19,841
4,082,408 4,662,857
6,330,411 4,236,300
72,250 76,922
109,887 122,523
1,112,220 830,710
11,707,176 $ 9,929,312
336,865 $ 395,474
850,355 548,493
19,199 18,484
43,490 47,585
112,645 16,422
16,752 16,752
39,217 4,666
11,448 10,065
4,988 7,426
158,273 97,489
1,593,232 1,162,856
107 —
41,670 47,178
2,457 10,731
6,263,947 4,959,516
5,432 5,454
7,906,845 6,185,735
— 6,306

56,373 56,460
124,929 —
2,010,873 1,956,303
305 296
(52,737) (52,737)
2,492,725 2,432,250
(837,821) (662,333)
1,602,472 1,717,476
5,684 7,032
1,608,156 1,724,508
11,707,176 $ 9,929,312

1) Includes a related party receivable of $ 59.3 million and $ 58.6 million as of August 31, 2026 and May 31, 2026, respectively. See Note 7 - Related Party Transactions for further discussion.

See accompanying notes to the unaudited condensed consolidated financial statements
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APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Condensed Consolidated Statements of Operations (Unaudited)
(In thousands, except share and per share data)

Three Months Ended
August 31, 2026 August 31, 2025
Revenue:
Services and other revenue $ 262,755 $ 80,934
Data center rental and other revenue 79,120 —
Total revenue 341,875 80,934
Costs and expenses:
Services and other cost of revenue 245,709 58,831
Data center rental and other cost of revenue 43,862 140
Selling, general and administrative () 114,683 29,482
Loss on abandonment of assets — 2,243
Total costs and expenses 404,254 90,696
Operating loss (62,379) (9,762)
Interest expense 77,383 8,013
Interest income ? (35,821) (857)
Loss on change in fair value of derivatives 49,511 —
Loss on change in fair value of investment 11,352 —
Other expense, net 1,311 —
Net loss before income tax expense (166,115) (16,918)
Income tax expense 1,886 8
Net loss from continuing operations (168,001) (16,926)
Net loss from discontinued operations (16,054) —
Net loss (184,055) (16,926)
Net loss attributable to noncontrolling interest and redeemable noncontrolling interest (51,484) —
Preferred dividends (1,543) (1,576)
Net loss attributable to common stockholders $ (237,082) § (18,502)
Net loss attributable to common stockholders
Continuing operations $ (221,028) $ (18,502)
Discontinued operations (16,054) —
Net loss attributable to common stockholders $ (237,082) $ (18,502)
Basic and diluted net loss per share attributable to common stockholders
Continuing operations $ 0.76) $ (0.07)
Discontinued operations (0.06) —
Basic and diluted net loss per share attributable to common stockholders $ (0.82) § (0.07)
Basic and diluted weighted average number of shares outstanding 291,557,618 255,892,902

O Includes related party selling, general and administrative expense of $49.7 thousand and $74.3 thousand for the three months ended August 31, 2026 and August 31, 2025, respectively.

See Note 7 - Related Party Transactions for further discussion of related party transactions.

@ Includes related party income of $0.7 million for the three months ended August 31, 2026. See Note 7 - Related Party Transactions for further discussion of related party transactions.

See accompanying notes to the unaudited condensed consolidated financial statements
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Preferred Stock

APPLIED DIGITAL CORPORATION AND SUBSIDIARIES

Condensed Consolidated Statements of Changes in Temporary Equity and Stockholders’ Equity (Unaudited)
For the Three Months ended August 31, 2026
(In thousands, except share data)

Temporary Equity

Permanent Equity

Red bl

C Stock

Noncontrolling

Shares  Amount Interest

Treasury Stock

Shares

Amount

Shares Amount

Additional
Paid in Accumulated
Capital Deficit

Stockholders’

Equity

Noncontrolling

Interest

Total
Equity

Balance, May 31, 2026

338,582 § 62,766 $ 1,956,303

295,048,903 $

296

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

$ 2432250 $ (662,333) §

1,717,476  $

7,032

$ 1,724,508

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

Contributions from
noncontrolling interest,
net of costs
Noncontrolling interest
preferred stock dividends
Stock-based
compensation

Issuance of equity by
subsidiary, net of costs

Net loss

283,250 274,850 —
(154,500) (149,921) —

(276,751)  (6,393) —

1,349

60,051

(6,830)

4,730,140

4,453,252

5

(%) —

(99,413) —

149,917 —
(603) —

(1,543) —

(60,051) —
69,164 —

3,009 —
— (175,488)

(99,413)

149,921
(603)

(1,543)

(60,051)
69,164

3,009
(175,488)

389
(1,737)

(99,413)

149,921
(603)

(1,543)

(60,051)
69,164

3,398
(177,225)

Balance, August 31,
2026

190,581 $ 181,302 $ 2,010,873

304,232,295 $

305

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

$ 2492725 § (837.821) §

1,602,472 $

5,684

$ 1,608,156

M See Note 16 - Temporary Equity for further discussion of preferred stock activity.

See accompanying notes to the unaudited condensed consolidated financial statements
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APPLIED DIGITAL CORPORATION AND SUBSIDIARIES

Condensed Consolidated Statements of Changes in Temporary Equity and Stockholders’ Equity (Unaudited)

For the Three Months ended August 31, 2025
(In thousands, except 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

Balance, May 31, 2025 442,158 $ 136,037 234,200,868 $ 230 (9,291,199) $ (31,4000 $ 1,009.913 § (481,055 $ 497,688
Issuance of common stock from stock
compensation plans — — 897,022 1 — — (1) — —
Tax payments for restricted stock upon vesting — — — — — (4,497) — (4,497)
Issuance of Preferred Stock, net of costs 180,000 170,396 — — — — — —
Shares issued in offering, net of costs — — 15,320,373 15 — — 190,406 — 190,421
Conversion of warrants — — 188 — — 1 — 1
Issuance of warrants, at fair value — — — — — 121,204 — 121,204
Conversion of Series G (258,000) (242,480) 28,165,650 28 — — 242,452 — 242,480
Preferred stock dividends — — — — — (1,576) — (1,576)
Preferred stock redemption (225) (225) — — — — — —
Stock-based compensation — — — — — 15,465 — 15,465
Net loss — — — — — — (16,926) (16,926)
Balance, August 31, 2025 363,933 63,728 278,584,101 $ 274 (9,291,199) $ (31,400) $ 1,573,367 $  (497,981) $ 1,044,260

&) See Note 16 - Temporary Equity for further discussion of preferred stock activity.

See accompanying notes to the unaudited condensed consolidated financial statements



APPLIED DIGITAL CORPORATION AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows (Unaudited) (In thousands)

For the Three Months ended August 31, 2026 and August 31, 2025

Three Months Ended

August 31, 2026 August 31, 2025
CASH FLOW FROM OPERATING ACTIVITIES
Net loss $ (184,055) (16,926)
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:
Depreciation and amortization 41,912 4,152
Stock-based compensation 66,499 15,465
Lease expense 6,517 5,381
Loss on change in fair value of derivatives 49,511 —
Loss on change in fair value of investment 11,352 —
Amortization of debt issuance costs 5,896 4,851
Loss on classification of held for sale 14,126 —
Loss on abandonment of assets — 2,243
Gain on change in fair value of warrants (22) —
Changes in operating assets and liabilities:
Accounts receivable (56,977) (29,525)
Prepaid expenses and other current assets (47,786) (6,962)
Customer deposits 107 627
Deferred revenue 34,480 (2,316)
Accounts payable (7,981) (77,784)
Accrued liabilities 106,701 28,684
Due to customer 1,383 (1,753)
Lease assets and liabilities 5,856 (9,598)
Other current liabilities 1,886 _
Other assets 14,516 1,930
CASH FLOW PROVIDED BY (USED IN) OPERATING ACTIVITIES 63,921 (81,531)
CASH FLOW FROM INVESTING ACTIVITIES
Purchases of property and equipment and other assets (2,074,698) (249,914)
Investment in companies (8,181) —
CASH FLOW USED IN INVESTING ACTIVITIES (2,082,879) (249,914)
CASH FLOW FROM FINANCING ACTIVITIES
Repayment of finance leases (14,252) (29,932)
Borrowings of long-term debt 1,648,500 65
Draw on revolver 82,390 —
Repayments of long-term debt (315,932) (2,416)
Payment of deferred financing costs (28,879) [@))]
Tax payments for restricted stock upon vesting (99.413) (4,497)
Noncontrolling interest issuance contributions 1,349 —
Proceeds from issuance of common stock — 196,366
Common stock issuance costs — (5,945)
Proceeds from issuance of preferred stock 274,999 175,000
Preferred stock issuance costs (149) (4,604)
Redemption of preferred stock (6,996) (225)
Dividends issued on preferred stock (1,543) (1,576)
Exercise of warrants — 1
Issuance of equity by subsidiary, net of costs 3,398 —
CASH FLOW PROVIDED BY FINANCING ACTIVITIES $ 1,543,472 322,236
NET DECREASE IN CASH, CASH EQUIVALENTS, AND RESTRICTED CASH $ (475,486) (9,209)
CASH, CASH EQUIVALENTS, AND RESTRICTED CASH, BEGINNING OF PERIOD, INCLUDING CASH FROM
DISCONTINUED OPERATIONS 4,153,431 123,318
CASH, CASH EQUIVALENTS, AND RESTRICTED CASH, END OF PERIOD, INCLUDING CASH FROM DISCONTINUED
OPERATIONS 3,677,945 114,109
Less: CASH, CASH EQUIVALENTS, AND RESTRICTED CASH FROM DISCONTINUED OPERATIONS 2 —
CASH, CASH EQUIVALENTS, AND RESTRICTED CASH FROM CONTINUED OPERATIONS $ 3,677,943 114,109




APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows (Unaudited) (In thousands)
For the Three Months ended August 31, 2026 and August 31, 2025

Three Months Ended

August 31, 2026 August 31, 2025

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest paid $ 242,852 § 9,039
SUPPLEMENTAL DISCLOSURE OF NON-CASH ACTIVITIES

Operating right-of-use assets obtained by lease obligation $ 5497 $ —
Finance right-of-use assets obtained by lease obligation $ — $ 3,966
Property and equipment in accounts payable and accrued liabilities $ 142,284  $ 132,113
Conversion of preferred stock to common stock $ 149,921 §$ 242,480
Issuance of warrants, at fair value $ — $ 121,204
Non-cash dividends paid in-kind $ 60,051 $ —

See accompanying notes to the unaudited condensed consolidated financial statements
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APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Notes to the Condensed Consolidated Financial Statements (Unaudited)
For the Three Months Ended August 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 inNote 19 -
Business Segments.

All references to “Applied Digital Corporation,

9 e 9 6 9 G
we,” “us,

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

Principles of Consolidation

The accompanying interim unaudited condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the Securities and Exchange
Commission (the "SEC"), including the instructions to Form 10-Q and Article 10 of Regulation S-X. Certain information and footnote disclosures normally included in the
Company's annual consolidated financial statements on Form 10-K have been condensed or omitted. The unaudited condensed consolidated balance sheet as of May 31, 2026
has been derived from the audited consolidated financial statements as of that date, but does not include all disclosures required for audited annual financial statements.

The unaudited condensed consolidated financial statements include the accounts of the Company and its consolidated subsidiaries and entities that meet the definition of a
variable interest entity (“VIE”) for which the Company is considered the primary beneficiary or entities that meet the definition of a voting interest entity (“VOE”). The
Company consolidates a VIE where it has been determined that the Company is the primary beneficiary of the entity's 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 economic performance and the
obligation to absorb losses or the right to receive benefits of 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. The Company also evaluates its economic interests in the VIE. See Note 12 - Variable Interest Entities for
additional information related to the consolidation of investments. Intercompany accounts and transactions have been eliminated.

The Company consolidates the results of ChronoScale Holdings Corporation, the Company’s majority owned subsidiary (“ChronoScale”) under the voting interest model
because the Company holds a controlling financial interest in ChronoScale. The ownership interests in ChronoScale not attributable to the Company are presented as
noncontrolling interests in the unaudited condensed consolidated financial statements. All intercompany balances and transactions have been eliminated in consolidation.

In the Company’s opinion, all necessary adjustments have been made for the fair presentation of the results of the interim periods presented. The results of operations for such
interim periods are not necessarily indicative of the results to be expected for the full year. For further information, please refer to and read these interim unaudited condensed
consolidated financial statements in conjunction with the Company's audited consolidated financial statements included in the Company's Annual Report on Form 10-K for the
fiscal year ended May 31, 2026 filed with the SEC on July 29, 2026.

2. Significant Accounting Policies

There have been no material changes to the Company’s significant accounting policies included in the Annual Report on Form 10-K for the year ended May 31, 2026, except as
disclosed herein.

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
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APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Notes to the Condensed Consolidated Financial Statements (Unaudited)
For the Three Months Ended August 31, 2026

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
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. During the three months ended August 31, 2026, the Company also completed certain one-time resale arrangements involving Al
infrastructure, or GPU-related, hardware and ancillary support and maintenance services. Revenues from GPU hardware sales were recognized at a point-in-time, generally
when control of the hardware transferred to the customer. Revenues from the related support and maintenance services were recognized on a net basis at a point-in-time, as the
Company acted as an agent in the selling arrangement.

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 Chief Operating Decision
Maker (CODM), which is the Company’s Chief Executive Officer.

Prior to the May 2026 business combination transaction (“Business Combination”) with Ekso Bionics Holdings, Inc., the Company identified its cloud services business
operated through the Company’s wholly owned subsidiary Applied Digital Cloud Corporation (the “Cloud Services Business”) as a reportable segment. Following the
transaction, pursuant to which the Cloud Services Business was contributed to Ekso Bionics Holdings, Inc. and became part of ChronoScale, ChronoScale is consolidated into
the Company's financial statements; however, it is no longer identified by the Company as 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 services and other cost of revenue,
data center rental and other cost of revenue, and selling, general, and administrative expenses.

The Company does not allocate interest expense, interest income, loss on change in fair value of derivatives, loss on change in fair value of investment, other expense, net 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 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.

See Note 2 - Significant Accounting Policies to the consolidated financial statements included in the Company’s Annual Report on Form 10-K for the year ended May 31, 2026,
as filed with the SEC, for additional information regarding the Company’s significant accounting policies and use of estimates.
Reclassifications

During the quarter ended August 31, 2025, the Cloud Services Business was presented as discontinued operations and held for sale. However, during the quarter ended February
28, 2026, the Company determined that the Cloud Services Business
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APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Notes to the Condensed Consolidated Financial Statements (Unaudited)
For the Three Months Ended August 31, 2026

no longer qualified for held-for-sale and discontinued operations accounting as a result of entering into the Contribution and Exchange Agreement with Ekso Bionics Holdings,
Inc. ("Ekso") pursuant to which the Cloud Services Business became a wholly owned subsidiary of Ekso. As a result, the Cloud Services 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.

The Company has revised the presentation of revenue and cost of revenue within the unaudited condensed consolidated statements of operations to separately present services
and other 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.

During the quarter ended August 31, 2026, the Company has separately presented interest expense and interest income in its unaudited condensed consolidated statements of
operations as the individual amounts are material. Prior period amounts have been reclassified to conform to the current period presentation. These presentation changes had no
impact on previously reported net loss.

Cash, Cash Equivalents, and Restricted Cash

The Company’s restricted cash balances consist 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 senior secured notes during construction. See further discussion in Note 9 - Debt. These balances are held in a combination of money
market funds and demand deposit accounts, each of which the Company considers to be Level 1 which the Company believes approximates fair value.

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

August 31, 2026 May 31, 2026
Cash and cash equivalents $ 2,949.909 $ 1,591,988
Restricted cash 313,385 2,381,027
Restricted cash included in other assets 414,649 180,415
Total cash, cash equivalents, and restricted cash $ 3,677,943 § 4,153,430

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 August 31, 2026, the Ekso business at ChronoScale met the held for sale criteria and was classified as such on the unaudited condensed consolidated balance sheet
(see Note 6 - Discontinued Operations) as well as $14.4 million of certain corporate assets. The sale of the Ekso business was completed on September 30, 2026. Refer toNote
21 - Subsequent Events for additional information regarding the sale of the Ekso business.

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 August 31, 2026, the Ekso business at ChronoScale was deemed to be discontinued
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Notes to the Condensed Consolidated Financial Statements (Unaudited)
For the Three Months Ended August 31, 2026

operations due to meeting all three criteria (see Note 6 - Discontinued Operations). The sale of the Ekso business was completed on September 30, 2026. Refer toNote 21 -
Subsequent Events for additional information regarding the sale of the Ekso business.

Recent Accounting Pronouncements
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. 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 No. 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. 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 this ASU 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 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 2025-11, Interim Reporting (Topic 270) Narrow-Scope Improvements. 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 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. 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 of 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.
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3. Business Combination

On May 5, 2026, the Company, through APLD ChronoScale HoldCo LLC, a wholly owned subsidiary, (“Contributor”), completed the Business Combination 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.

As a result of the transaction, at closing, the Company owned approximately97% 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 of August 31, 2026, the Company
owns approximately 96% of ChronoScale’s outstanding common stock.

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 (seeNote 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 $.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. Refer to Note 6 - Discontinued Operations — Loss on Impairment of Net Assets Held for

Sale for information regarding ChronoScale’s impairment loss of its net assets held for sale for the three months ended August 31, 2026.

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 with $0.8 million in offering costs.

The Business Combination resulted in the recognition of goodwill of approximately $4.5 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
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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 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.

As the fair value of the acquired assets and assumed liabilities are subject to change during the measurement period, up to one year from the acquisition date, ChronoScale
recorded a measurement adjustment which reduced goodwill by approximately $0.1 million to approximately $54.4 million.

The acquisition-date fair value of the noncontrolling interest was approximately $.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.

The following unaudited pro forma financial information presents the combined results of operations as if the acquisition had occurred on June 1, 2025. 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.

Three Months Ended
August 31, 2025

Pro forma revenue $ 82,991
Pro forma net loss $ (19,635)

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

August 31, May 31,
Estimated Useful Life 2026 2026

Networking equipment, electrical equipment, and software 3 years -5 years $ 40,425 $ 38,669
Mechanical infrastructure 20 years 194,896 71,939
Electrical infrastructure 15 years 237,495 104,491
Electric generation and transformers 15 years - 30 years 344,021 188,110
Land and building

Building 39 years 471,239 279,308

Building improvements 15 years - 25 years 1,085,386 682,348

Land 150,363 59,713

Land improvements 15 years 109,095 43,786

Leasehold improvements 3 years -7 years 1,142 1,142
Construction in progress 3,670,267 2,776,232
Other equipment and fixtures 5 years - 10 years 132,918 68,128
Total cost of property and equipment 6,437,247 4,313,866
Accumulated depreciation (106,836) (77,566)
Property and equipment, net $ 6,330,411 $ 4,236,300

Depreciation expense totaled $29.3 million and $2.7 million for the three months ended August 31, 2026 and August 31, 2025, respectively.

The Company capitalizes a portion of the interest on funds borrowed to finance its capital expenditures. Capitalized interest is recorded as part of an asset’s cost and is
depreciated over the same period as the related asset. Capitalized interest costs were $35.7 million and $8.7 million for the three months ended August 31, 2026 and August 31,
2025, respectively.

5. Revenue

Below is a summary of the Company’s revenue concentration by major customers for the three months ended August 31, 2026 and August 31, 2025, respectively.

Three Months Ended
August 31, 2026 August 31, 2025
Customer A 56 % 32 %
Customer B 21 % — %
Customer C 11 % 47 %
Customer D — % 21 %

The Company’s contract liabilities consist of deferred revenue that arises when the Company receives consideration in advance of providing the goods or services provided in
the contract. As of August 31, 2026 and May 31, 2026, the Company recorded $39.3 million and $4.7 million, respectively, of deferred revenue primarily related to advance
billings for tenant fit-out services and the delivery of power. The Company classified deferred revenue based on the timing of when it expect to recognize revenue, which
typically occurs within a short window after period-end. The full balance of deferred revenue at May 31, 2026 and May 31, 2025 was recognized as revenue during the three
months ended August 31, 2026 and August 31, 2025, respectively.

Further, the contract assets consist of unbilled receivables that are recorded when revenue is recognized in advance of billings to its customers. These amounts are primarily

associated with difference between the revenue recognized under ASC 842 and billings per the lease agreement as well as the receivable arising from tenant fit-out services. The
contract
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assets balance was $103.1 million and $43.1 million as of August 31, 2026 and May 31, 2026, respectively, and is included in “accounts receivable, net” and “other assets” in
the unaudited condensed consolidated balance sheet.

Customer Deposits

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

Three Months Ended

August 31, 2026 August 31, 2025
Balance, beginning of period $ 16,752 $ 16,125
Customer deposits received — 627
Customer deposits refunded — —
Customer deposits applied — —
Balance, end of period $ 16,752 $ 16,752

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”), 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
unaudited condensed consolidated balance sheets. Therefore, upon consolidation, the Company reported Ekso's operations as discontinued operations in its unaudited
condensed consolidated statements of operations for the three months ended August 31, 2026 in accordance with ASC 205-20, Discontinued Operations. The sale of the Ekso
business was completed on September 30, 2026. Refer to Note 21 - Subsequent Events for additional information regarding the sale of the Ekso business.

The financial results of Ekso are presented as net loss from discontinued operations on the unaudited condensed consolidated statements of operationsThe following table
presents the major components of the financial results of Ekso for the periods presented (in thousands):

Three Months Ended
August 31, 2026

Revenue $ 2,597
Cost of revenues 1,289
Selling, general and administrative 17,366
Operating loss from discontinued operations (16,058)
Interest expense “)

Net loss from discontinued operations before income tax expense (16,054)
Income tax expense _

Net loss from discontinued operations $ (16,054)
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As of August 31, 2026, the assets and liabilities of Ekso are classified as current in the unaudited condensed 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 unaudited condensed
consolidated balance sheets for the periods presented (in thousands):

August 31, 2026 May 31, 2026
Assets:
Cash and cash equivalents $ 2 8 2
Accounts receivable 3,090 3,914
Prepaid expenses and other current assets 5,659 5,604
Property and equipment, net 1,069 1,084
Operating lease right of use asset, net 284 284
Intangible assets 10,950 10,950
Other assets 425 368
Less: Impairment on assets held for sale $ (16,491) $ (2,365)

Total current assets held for sale $ 49838 $ 19,841
Liabilities:
Accounts payable $ 360 $ 263
Accrued liabilities 1,859 4,205
Current portion of operating lease liability 191 290
Deferred revenue 2,493 2,563
Long-term portion of operating lease liability 86 105

Total current liabilities held for sale $ 4,988 $ 7,426

Loss on Impairment of Net Assets Held for Sale

In connection with the classification of the Ekso business as held for sale and discontinued operations, the Company evaluated the Ekso business for impairment as of August
31, 2026, in accordance with ASC 360-10, Impairment and Disposal of Long-Lived Assets. The Ekso business was measured at the lower of its carrying amount and fair value
less cost to sell.

During the first and second quarters of fiscal year 2027, the Company continued to market the Ekso business and advance negotiations with prospective buyers. The disposal of
the Ekso business was completed on September 30, 2026.

As of August 31, 2026, the Ekso business consisted of approximately $21.5 million of assets and $5.0 million of liabilities, resulting in net assets of $16.5 million. The
Company estimated the fair value of the Ekso business to be $1.5 million. After deducting $2.6 million of estimated incremental costs to sell the Ekso business, the Company
determined that the fair value less costs to sell resulted in a negative value of $1.1 million. The fair value less costs to sell used for measuring the Ekso business under ASC 360-
10 is floored at $0, and as a result, the remaining $1.1 million of estimated costs to sell Ekso is not included in this initial impairment calculation and will be recognized as
period expenses when incurred. As the Ekso business’s carrying amount of $ 16.5 million exceeded its estimated fair value less costs to sell, the Company recognized an
impairment loss of $14.1 million as of August 31, 2026. The impairment loss was recognized through a valuation allowance and was not allocated to the individual classes of
assets held for sale. The impairment loss is included in net loss from discontinued operations in the unaudited condensed consolidated statement of operations for the three
months ended August 31, 2026. The related valuation allowance is presented as valuation allowance for impairment loss on the unaudited condensed consolidated balance sheet
as of August 31, 2026.
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Following the closing of the sale of the Ekso business, the Company does not expect further material impairment losses related to the Ekso business as of the date of this
Quarterly Report on Form 10-Q.

The Company determined that no impairment of goodwill, which was assigned to ChronoScale as discussed inNote 3 - Business Combination, existed for the three months
ended August 31, 2026.

The following table summarizes the net cash flows from discontinued operations of Ekso for the three months ended August 31, 2026 (in thousands):
Three Months Ended
August 31, 2026
Net cash used in operating activities - discontinued operations $ (1,257)
Net cash used in investing activities - discontinued operations $ 15

7. Related Party Transactions
Base Electron

In the prior year, the Company and Base Electron Corporation (“Base Electron™) entered into the Intercompany Administrative Services Agreement (the "Intercompany
Agreement"). The amount of services provided during the three months ended August 31, 2026 were approximately $0.1 million.

In the prior fiscal year, Base Electron issued to the Company approximately10% of Base Electron’s outstanding equity. The investment in Base Electron is 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 three months ended August 31, 2026. As of August 31, 2026, the Company determined the fair value of the investment was $2.0 million, which is recorded
as an Other asset on the unaudited condensed consolidated balance sheets.

Base Electron Demand Grid Promissory Note

In the prior fiscal year, Base Electron entered into a promissory note with the Company (“Demand Grid Promissory Note™) for up to $00.0 million which is payable on-
demand. As of August 31, 2026, the principal balance of the Demand Grid Promissory Note was $ 58.5 million, which was recorded as a related party loan receivable and
presented within Prepaid expense and other current assets on the unaudited condensed consolidated balance sheets. During the three months ended August 31, 2026,
approximately $0.7 million of interest income was recognized. Further, no allowance for credit loss and no credit loss expense have been recognized for the three months ended
August 31, 2026, and receivables are presented at their gross amount, which approximates the net amount expected to be collected.

Other Related Party Transactions

Related party transactions included within selling, general and administrative expense on the unaudited condensed consolidated statement of operations include software license
fees of $49.7 thousand and $74.3 thousand during the three months ended August 31, 2026 and 2025, respectively, which were incurred with a company whose chairman is also
a member of the Company’s Board of Directors.
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8. Fair Value Measurements
There have been no significant changes to the Company’s valuation techniques or fair value measurement policies from those disclosed in the Company’s Annual Report on
Form 10-K for the year ended May 31, 2026.

The carrying amounts of cash and cash equivalents including notice deposits and certificate of deposits, restricted cash, accounts receivable, accounts payable, accrued
liabilities, customer deposits, amounts due to customers and other short-term financial instruments approximate their fair values principally due to their short-term maturities.

The following table presents the Company’s financial assets, presented in the unaudited condensed consolidated balance sheets within Other assets, measured at fair value on a
recurring basis (in thousands):

August 31, 2026 May 31, 2026
Assets: Fair Value Hierarchy Fair Value Fair Value
Equity investments Level 1 $ 7,846 $ 19,198
Derivative instruments:
Derivative associated with Redeemable preferred shares Level 3 169,837 163,283
B&W warrants Level 3 34,727 90,793
Total assets measured at fair value $ 212,410 $ 273,274

Our investments in equity securities with readily determinable fair values are measured at fair value using quoted market prices and, therefore, are classified within Level 1 of
the fair value hierarchy. Our investments in equity securities without readily determinable fair values are accounted for at cost under ASC 321 and are evaluated quarterly for
impairment indicators. There were no impairment indicators during the quarter for these investments. Refer to Note 11 - Derivative Assets for a discussion of the valuation
assumptions and inputs used in measuring the Company’s derivative instruments and Note 9 - Debt for a discussion of the fair value measurement of the Company’s debt.

9. Debt

The Company’s outstanding debt consisted of the following components (in thousands):

Interest Rate Maturity Date August 31, 2026 May 31, 2026
2030 9.250% Senior Secured Notes () 9.25% December 2030 $ 2,350,000 $ 2,350,000
2031 6.750% Senior Secured Notes @) 6.75% March 2031 2,150,000 2,150,000
2031 7.000% Senior Secured Notes 7.00% June 2031 1,590,000 —
Convertible Notes, senior unsecured ) 2.75% June 2030 450,000 450,000
Bridge Facility @ See below April 2027 — 300,000
2026 Revolving Credit Facility ® See below See below 82,390 —
Other debt ©) 99,215 56,680
Deferred financing costs, net of amortization (345,013) (330,742)
Less: Current portion of debt (112,645) (16,422)
Long-term debt, net $ 6,263,947 $ 4,959,516

(' The 2030 9.250% Senior Secured Notes are guaranteed by APLD ELN-02 HoldCo LLC, APLD ELN-03 HoldCo LLC, APLD ELN-02 LLC, APLD ELN-03 LLC, APLD
ELN-02 LandCo LLC and APLD ELN-03 LandCo LLC, each a majority-owned subsidiary of the Company, and are secured by the equity interests of the issuer and
guarantors, the Project Accounts (as defined in the 2030 Notes Indenture), and substantially all of the assets of the issuer and guarantors.

@) The 6.750% 2031 Senior Secured Notes are guaranteed by APLD FAR-01 HoldCo LLC, APLD FAR-02 HoldCo LLC, APLD FAR-01 LLC, APLD FAR-02 LLC, APLD
FAR-01 LandCo LLC and APLD FAR-02 LandCo LLC, each majority-owned subsidiaries of the Company, and are secured by the equity interests of the issuer and
guarantors, the
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Project Accounts (as defined in the 2031 6.750% Notes Indenture), and substantially all of the assets of the issuer and guarantors.

The net carrying amount of the Convertible Notes was £76.6 million and $276.0 million and the remaining unamortized deferred financing costs related to the issuance was
$173.4 million and $174.0 million, each as of August 31, 2026 and May 31, 2026, respectively.

The Bridge Facility is guaranteed by the wholly owned subsidiaries of APLD ComputeCo 3 LLC and by the Company and is secured by substantially all assets of APLD
ComputeCo 3 LLC and the subsidiary guarantors, as well as a pledge of the equity interests of APLD ComputeCo 3 LLC by APLD HPC Holdings 2 LLC. The Bridge
Facility bears interest at a rate equal to either Daily SOFR plus 2.75% per annum or the Base Rate plus 1.75% per annum, depending on the type of loans under any
Borrowing.

The 2026 Revolving Credit Facility is guaranteed by the Company, APLD Intermediate HoldCo LLC (as the borrower), Applied Talent Resources LLC, James River Housing
LLC, APLD Holdings 1 LLC, APLD Holdings 2 LLC, APLD HPC TopCo LLC, and APLD HPC Holdings LLC and is secured by substantially all assets of the loan parties,
subject to certain exclusions. 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.

Other debt as of August 31, 2026 includes three secured terms loans totaling $19.2 million (previously disclosed in our Annual Report on Form 10-K for the year ended
May 31, 2026), as well as two promissory notes the Company entered into during the second fiscal quarter of 2026 for a total of approximately 8.5 million and the Texas
Capital Note entered into during the current quarter for $58.5 million (as defined and discussed below). As of May 31, 2026, the balance includes thethree secured term
loans and two promissory notes referenced above, as well as $12.0 million of proceeds from the issuance oftwo SAFE agreements, classified as liabilities, which were repaid
during the three months ended August 31, 2026 (as discussed below).

Below is the weighted-average interest rate for the Company's term loans:

August 31, 2026 August 31, 2025

Weighted-average interest rate 73 % 7.1 %

Remaining Principal Payments

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

FY27 $ 108,739
FY28 221,545
FY29 341,453
FY30 354,294
FY31 4,256,666
Thereafter 1,438,908
Total $ 6,721,605

Debt Fair Value Measurements

The carrying value of the Company's variable rate borrowings approximate fair value at August 31, 2026 and May 31, 2026, as applicable, each balance sheet date due to the
variable nature of the interest rates and the short period between interest rate resets. Further, the Company determined that the estimated fair values of the Promissory Note
approximated their respective carrying amounts based on the relatively short period of time since the business combination acquisition date, the continued accretion of
acquisition-date fair value adjustments through the effective interest method, and the
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absence of significant changes in the underlying economics, contractual terms, or assumptions that would materially impact the estimated fair values of the instruments since the
acquisition date.

The Company has determined the fair value of its 2030 Senior Secured Notes, 2031 Senior Secured Notes and 20317% Senior Secured Notes to be approximately $2.5 billion,
$2.0 billion and $1.5 billion, respectively, as of August 31, 2026 using level 2 inputs. 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 2 inputs. The Company has determined the fair value of its
fixed rate term loans to be $18.4 million and $22.4 million, in aggregate, as of August 31, 2026 and May 31, 2026, 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 $399.1 million and $392.9 million as of August 31, 2026 and
May 31, 2026, respectively, based on discounted cash flow analysis, which uses Level 3 inputs.

Cloud SAFE Payoff’

During the fiscal year ended May 31, 2025, the Company entered intotwo Simple Agreements for Future Equity (“SAFEs”) with an investor for equity in Applied Digital Cloud
Corporation, 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. During the three months ended August 31, 2026, the Company recorded a loss of $1.3
million, which is included within other expense, net within the unaudited condensed consolidated statement of operations.

7.000% Senior Secured Notes due 2031

On June 16, 2026, the Company’s subsidiary APLD ComputeCo 3 LLC (“APLD ComputeCo 3”) completed a private offering of 7.000% Senior Secured Notes due 2031 (the
“2031 7.000% Notes™). The 2031 7.000% Notes were sold pursuant to the terms of a purchase agreement, dated as of June 9, 2026, entered into by and among APLD
ComputeCo 3, 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 $1.59 billion.

The 2031 7.000% Notes were issued at a price equal to100% of their aggregate principal amount. APLD ComputeCo 3 used or intends to use the net proceeds from the offering
to fund the construction and associated expenses of its ELN-04 data center project, repay in full the outstanding borrowings and related amounts under its then existing bridge
facility, fund debt service reserves and interest during construction, and pay transaction and operating expenses.

Also on June 16, 2026, APLD ComputeCo 3, its direct parent and the subsidiary guarantors entered into an indenture for the 20317.000% Notes (the “20317.000% Notes
Indenture”) with Wilmington Trust, National Association, as trustee (the “Trustee”) and collateral agent (the “Collateral Agent”), governing the 2031 7.000% Notes. The 2031
7.000% Notes are senior secured obligations of APLD ComputeCo 3 and bear interest at a rate 0f7.000% per annum, payable semi-annually in arrears on June 15 and
December 15 of each year, beginning on December 15, 2026. The 2031 7.000% Notes will mature on June 15, 2031, unless earlier redeemed or repurchased in accordance with
their terms.

The principal amount of the 2031 7.000% Notes will amortize on a semi-annual basis beginning after the final commencement date of the applicable data center leases in effect
on the issue date. The initial annual amortization amount will equal 2.70% of the original aggregate principal amount of the 20317.000% Notes and will increase by 0.50% per
annum on each anniversary of the issue date commencing after the first installment is due, subject to adjustment as set forth in the 2031 7.000% Notes Indenture.

On or after June 15, 2028, APLD ComputeCo 3 may redeem the 20317.000% 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 7.000% Notes Indenture. Prior to June 15, 2028, APLD ComputeCo 3 may redeem the 20317.000% 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 redeemed, plus an applicable “make-whole” premium and accrued and unpaid interest, if any, to, but
excluding, the redemption date. In addition, prior to June 15, 2028, APLD ComputeCo 3 may redeem up to 40% of the aggregate principal amount of the 2031 7.000% Notes
with the proceeds of
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certain equity offerings at the redemption price set forth in the 20317.000% Notes Indenture, plus accrued and unpaid interest, , to, but excluding, the redemption date, subject
to the conditions set forth in the 2031 7.000% Notes Indenture. Prior to June 15, 2028, APLD ComputeCo 3 may also redeem up to10% of the original aggregate principal
amount of the 2031 7.000% Notes during each calendar year at the redemption price set forth in the 20317.000% Notes Indenture, plus accrued and unpaid interest, to, but
excluding, the redemption date.

The 2031 7.000% Notes Indenture limits the ability of APLD ComputeCo 3 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) conduct certain operations or hold certain assets outside their permitted businesses; (viii)
engage in certain transactions with affiliates; and (ix) merge, consolidate or transfer or sell all or substantially all of their assets. These covenants are subject to a number of
important qualifications and exceptions as set forth in the 2031 7.000% Notes Indenture.

Additionally, upon the occurrence of specified change of control events, APLD ComputeCo 3 must offer to repurchase the 20317.000% Notes at 101% of the aggregate
principal amount, plus accrued and unpaid interest, if any, to, but excluding, the purchase date. Upon receipt of certain termination fees under an applicable data center lease,
APLD ComputeCo 3 generally will be required to apply the proceeds to redeem the 2031 7.000% Notes at 100% of the principal amount, plus accrued and unpaid interest, to,
but excluding, the redemption date, subject to the permitted deferral and replacement tenant provisions set forth in the 2031 7.000% Notes Indenture. The 20317.000% Notes
Indenture also provides for customary events of default.

The 2031 7.000% Notes are fully and unconditionally guaranteed on a senior secured basis, jointly and severally, by APLD ComputeCo 3’s subsidiaries, including APLD ELN-
04 HoldCo LLC, APLD ELN-04 LLC and APLD ELN-04 LandCo LLC. The 2031 7.000% Notes and the related guarantees are secured, subject to permitted liens and certain
exclusions, by first-priority liens on substantially all of the assets of APLD ComputeCo 3 and the subsidiary guarantors, including the applicable project accounts, and by a
pledge of the equity interests of APLD ComputeCo 3 held by its direct parent.

In connection with the 2031 7.000% Notes, the Company provides a customary completion guarantee with respect to the construction and completion of the ELN-04 data center
project. Other than the completion guarantee, the Company is not a guarantor of any obligations under the 2031 7.000% Notes.

As of August 31, 2026, the remaining unamortized debt issuance costs were approximately $8.7 million. The debt issuance costs are presented as a direct deduction from the
outstanding principal balance of the 2031 7.000% Notes and are amortized to interest expense using the effective interest method.
Satisfaction of Escrow Release Condition for6.750% Senior Secured Notes due 2031

On June 18, 2026, APLD ComputeCo 2 LLC satisfied the escrow release condition under the escrow agreement for the6.750% Senior Secured Notes due 2031 (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 2026 Revolving Credit Facility

On June 26, 2026, the commitments under the 2026 Revolving Credit Facility were increased by $80.0 million, from $350.0 million to $430.0 million. Following the increase,
the remaining accordion capacity under the facility was $120.0 million. The additional commitments are subject to the existing terms and conditions of the 2026 Revolving
Credit Facility.

As of August 31, 2026, approximately $82.4 million was drawn under the 2026 Revolving Credit Facility and approximately £41.0 million of standby letters of credit were
outstanding under the 2026 Revolving Credit Facility.
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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 issued a
related promissory note in the stated principal amount of $58.5 million (the “Texas Capital Note™). The Texas Capital Note bears interest at a rate per annum equal to one-
month Term SOFR plus 2.75% and matures on June 30, 2031.

The Texas Capital Note is secured by certain corporate assets. The Texas Capital Loan Agreement requires the Company to maintain a specified level of liquidity based, in part,
on the Company’s market capitalization and requires the Company’s market capitalization to remain above $ 2.0 billion as of the close of any trading day. The Texas Capital
Loan Agreement also contains customary affirmative and negative covenants, cross-default provisions, and events of default.

The Company was in compliance with the applicable financial covenants under all outstanding debt arrangements as of August 31, 2026.

10. Balance Sheet Components

Certain balance sheet components are as follows (in thousands):

August 31, 2026 May 31, 2026
Prepaid expenses and other current assets

Short term equipment and utility deposit $ 560,523 $ 500,290
Deferred issuance costs 2,966 3,397
Short term lease incentive 8,543 6,231
Related party receivable () 59,334 58,632
Prepaid expenses 29,641 24,471
Other current assets 24,631 20,671

Total Prepaid expenses and other current assets $ 685,638 $ 613,692

() Balance as of August 31, 2026 consists of the $59.2 million promissory note and $0.1 million of deferred construction costs with Base Electron. SeeNote 7 - Related Party
Transactions for further discussion.

August 31, 2026 May 31, 2026

r assets
ng term lease incentive $ 196,823 199,391
astricted cash 414,649 180,415
2posits on assets & construction 170,978 47,719
oodwill 54,387 54,513
>ase receivables 34,141 21,026
oferred lease costs — 10,729
zrivative assets @) 169,837 163,283
vestments in other companies ) 64,092 123,329
vestment in related party 4 2,000 2,000
ther 5,913 28,221

Total Other assets $ 1,112,220 830,710

() Balance as of August 31, 2026 consists of goodwill held at ChronoScale.
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(@) Balance as of August 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 8 - Fair Value Measurements, Note 16 - Temporary Equity, and Note 11 - Derivative Assets for further discussion.

3 Includes $34.7 million of warrants, which are accounted for as derivatives, and $7.8 million of common shares, which are recorded at fair value, issued by B&W to the
Company in association with the Company’s investment in B&W. See Note 11 - Derivative Assets for further discussion. The balance also includes a $10.0 million
investment by the Company in Corintis SA (“Corintis”) in exchange for Series Al preferred shares, approximating 4% of Corintis’s outstanding equity. The Series Al
preferred shares are convertible preferred shares with no redemption rights. The investment in Corintis is accounted for at cost under ASC 321. During the quarter ended
August 31, 2026, the Company invested in three private companies for a total of $8.2 million, which are included within this balance. These investments are accounted for
at cost under ASC 321. See Note 8 - Fair Value Measurements for further discussion on fair value measurements for equity investments and derivative assets.

® Includes a $2.0 million investment in Base Electron. See further discussion of the transaction inNote 7 - Related Party Transactions.

August 31, 2026 May 31, 2026
ued liabilities
cerued construction payables $ 563,897 307,812
cerued expenses 135,587 81,311
ccrued interest 142,042 151,215
ther accrued liabilities 8,829 8,155
Total Accrued liabilities $ 850,355 548,493
August 31, 2026 May 31, 2026
r current liabilities
ynstruction retainer $ 154,%49 95,848
ther 3,524 1,641
Total Other current liabilities $ 158,373 97,489
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11. Derivative Assets
APLD HPC TopCo 2’s Redeemable Noncontrolling Interest

The preferred units and corresponding common units associated with APLD HPC TopCo 2’s redeemable 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:

As of As of
August 31, 2026 May 31, 2026
Expected maturity date October 6, 2032 October 6, 2032
Credit spread (annual) 8.29 % 9.00 %
Yield volatility 425 % 40.0 %
Put right/trigger event de minimis de minimis
Risk-free rate USD Yield Curve USD Yield Curve
Number of time-steps 100 100

During the three months ended August 31, 2026, the Company recorded a gain on change in fair value of derivatives of .6 million, which is included within the loss on change
in fair value of derivatives assets within the unaudited condensed consolidated statement of operations.

B&W Warrants

During the fiscal year ended May 31, 2026, the Company entered into agreements which resulted in the Company acquiring500,000 shares of Babcock & Wilcox (“B&W”)
common stock as well as two warrants to purchase 2,600,000 shares and 2,630,000 shares, respectively, of B&W common stock with an exercise price of $4.11 for a period of
seven years.

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 unaudited condensed 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 as of August 31, 2026 and
May 31, 2026:
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As of As of
August 31, 2026 May 31, 2026
Time to expiry 6.18 years 6.43 years
Stock price $ 754 $ 18.45
Volatility 105.0 % 110.0 %
Risk-free rate 4.52% 4.19 %
Dividend yield —% —%

During the three months ended August 31, 2026, the Company recorded a loss of $56.1 million, which is included within the loss on change in fair value of derivatives assets
within the unaudited condensed consolidated statement of operations.

12. 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

The Company has determined that it is 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.

During the fiscal year ended May 31, 2026, TopCo 2 completed four closings under its Amended and Restated Unit Purchase Agreement (“A&R UPA”), issuing 1,825,000
preferred units and 144,593 corresponding common units for proceeds of approximately $1.8 billion to MIP HPC Holdings, LLC. The issuance of the preferred units at closing
resulted in a redeemable noncontrolling interest - see Note 16 - Temporary Equity for further discussion. 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 inNote 14 - Warrants.

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 general
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credit. The following table presents the assets and liabilities held by TopCo 2 as of August 31, 2026, which are included in the unaudited condensed consolidated balance sheets
(in thousands):

August 31, 2026

Assets:
Cash and cash equivalents $ 2,909,372
Restricted cash 510,963
Accounts receivable 44,925
Prepaid expenses and other current assets 573,876
Property and equipment, net 5,803,969
Other assets 440,148

Total assets $ 10,283,253
Liabilities:
Accounts payable $ 221,607
Accrued liabilities 745,548
Current deferred revenue 39,669
Other current liabilities 147,070
Long-term debt 5,918,619

Total liabilities $ 7,072,513

Third-party equity ownership interests in TopCo 2 represents a noncontrolling interest and is presented as temporary equity in the unaudited condensed consolidated balance
sheets separate from the Company’s stockholders’ equity. The amount of net income (loss) attributable to noncontrolling interests is disclosed in the unaudited condensed
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 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 August 31, 2026, the carrying value of the Company's investment in Base Electron was £.0 million and the outstanding balance of the related party promissory note was
$59.3 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 three months ended August 31, 2026.

13. Income Taxes

The Company’s tax provision or benefit from income taxes for interim periods is determined using an estimate of the Company’s annual effective tax rate, adjusted for discrete
items, if any, that are considered in the relevant period.

The Company has an effective tax rate of approximately ()% and 0% for the three months ended August 31, 2026, and August 31, 2025, respectively, primarily due to the
recording of a valuation allowance against its deferred tax assets, as well as the mix of earnings across its separate operational components within the Company.
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ASC 740, Income Taxes (“ASC 740”), requires a valuation allowance to reduce the deferred tax assets reported if, based on the weight of available evidence, it is more likely
than not that some or a portion or all the deferred tax assets will not be realized. As of August 31, 2026 and May 31, 2026, the Company estimated a portion of its deferred tax
assets will be utilized to offset the Company’s deferred tax liabilities. Based upon the level of historical losses and future projections over the period in which the net deferred
tax assets are deductible, at this time, management believes it is more likely than not that the Company will not realize the benefits of the remaining deductible temporary
differences, and as a result the Company has recorded a valuation allowance as of August 31, 2026 and May 31, 2026 for the amount of deferred tax assets that will not be
realized.

There were no material changes to the unrecognized tax benefits for the three months ended August 31, 2026.

14. Warrants

A summary of warrant activity for the three months ended August 31, 2026 is presented below:

Weighted-Average Exercise Weighted-Average Remaining Contractual

‘Warrants Price Life (Years)
Outstanding at May 31, 2026 28,091,029 $ 8.61 7.86
Granted — _ o
Forfeited — — —
Exercised — — —
Outstanding at August 31, 2026 28,091,029  $ 8.61 7.60

Al Warrants

The Company issued warrants to purchase up t03,000,000 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 Al
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
August 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 tol,035,197 shares of the Company’s
common stock. 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 August 31, 2026.

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 August 31, 2026,200,000 of the STB Warrants remain outstanding.

CoreWeave Warrants

In connection with certain data center leases with CoreWeave, the Company issued warrants to CoreWeave to purchase up to13,062,521 and 8,393,611 shares of the
Company’s common stock on May 28, 2025 and August 28, 2025, respectively, at an exercise price of $ 7.19 and $10.75 per share, respectively (the “CoreWeave Warrants™).
The CoreWeave Warrants are exercisable upon issuance, upon payment of the applicable exercise price in cash or through cashless exercise for a period of 10 years each from
the respective issuance date of such warrants. As of August 31, 2026, 21,455,832 warrant shares remain outstanding.
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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 ALV, L.P. and MIP VI DC REIT ALV, L.P. two warrants (the “MAM Warrants”) to acquire up t02,400,000 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 have a five and one-half-year term. As of
August 31, 2026, the MAM Warrants have not been exercised and remain outstanding.

15. Stock-Based Compensation Plans
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 for 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 Incentive Plan and the 2022 Non-Employee Director Stock Plan shall continue 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 15,000,000 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 provides 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 deferral of cash and stock compensation if such deferral provisions are activated at a future date.

As of August 31, 2026, the Company had issued awards of approximately 23.2 million shares of common stock of the Company under the 2022 Plans,20.4 million under the
2024 Plan, and 600,000 shares of common stock outside of either plan, related to an employment inducement award. As of August 31, 2026, there are approximately7.6 million
shares of common stock available for issuance under the 2024 Plan.

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):

Three Months Ended

August 31, 2026 August 31, 2025
Services and other cost of revenue $ 746 $ 773
Data center rental and other cost of revenue 270 8
Selling, general, and administrative 65,483 13,755
Capitalized (V 2,665 929
Total stock-based compensation $ 69,164 § 15,465

() Capitalized to Construction in progress in the unaudited condensed consolidated balance sheets.

Restricted Stock Awards

The following is a summary of the activity and balances for unvested restricted stock awards granted during the three months ended August 31, 2026:
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Weighted Average Grant Date Fair Value

Number of Shares Per Share
Outstanding as of May 31, 2026 35,722 $ 3.73
Granted — —
Vested — —
Forfeited — —
Outstanding as of August 31, 2026 35,722 $ 3.73

As of August 31, 2026, total remaining expense to be recognized related to these awards was $.1 million and the weighted average remaining recognition period for the
unvested awards was 0.6 years.

Restricted Stock Units
The following is a summary of the activity and balances for unvested restricted stock units granted during the three months ended August 31, 2026:

Weighted Average Grant Date Fair

Number of Shares Value Per Share
Outstanding as of May 31, 2026 7,965,833 $ 20.87
Granted 696,797 32.41
Vested (856,409) 10.44
Forfeited (38,553) 14.20
Outstanding as of August 31, 2026 7,767,668  $ 23.08

As of August 31, 2026, total remaining expense to be recognized related to these awards was $150.6 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 during the vesting period). PSUs
granted by the Company vest depending on the achievement of 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 aware. 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.

In the prior fiscal year, 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 as well as his continued employment with the Company (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).
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The following is a summary of the activity and balances for unvested performance stock units granted during the three months ended August 31, 2026:

Weighted Average Grant Date Fair

Number of Shares Value Per Share
Outstanding as of May 31, 2026 14,386,250 $ 18.45
Granted _
Vested (6,911,250) 10.14
Forfeited - —
Outstanding as of August 31, 2026 7,475,000 $ 26.14

As of August 31, 2026, total remaining expense to be recognized related to these awards was $0.8 million and the weighted average remaining recognition period for the
unvested awards was 3.5 years.

16. Temporary Equity
Preferred Stock

The following is a summary of the activity and balances for preferred stock during the three months ended August 31, 2025 (in thousands, other than share data):

Series E Redeemable Series E-1 Redeemable Series G Convertible
Preferred Stock Preferred Stock Preferred Stock

Shares Amount Shares Amount Shares Amount
Outstanding as of June 1, 2025 301,673 $ 6,932 62,485 $ 57,011 78,000 $ 72,094
Issuances, net of costs — — — 10 180,000 170,386
Conversions — — — — (258,000) (242,480)
Redemptions — — (225) (225) — —
Outstanding as of August 31, 2025 301,673 § 6,932 62,260 $ 56,796 —$ =

The following is a summary of the activity and balances for preferred stock during the three months ended August 31, 2026 (in thousands, other than share data):

Series E Redeemable Series E-1 Redeemable Series G Convertible
Preferred Stock Preferred Stock Preferred Stock

Shares Amount Shares Amount Shares Amount
Outstanding as of June 1, 2026 276,673 $ 6,306 61,909 $ 56,460 — 3 —
Issuances, net of costs — — — — 283,250 274,850
Conversions — — — — (154,500) (149,921)
Redemptions (276,673) (6,306) (78) (87) — —
Outstanding as of August 31, 2026 —$ — 61,831 $ 56,373 128,750 $ 124,929

Series E Redeemable Preferred Stock

During the fiscal year ended May 31, 2025, the Company closed onfour 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.
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There were no material changes to the terms of the Series E Preferred Stock during the three months ended August 31, 2026. During the three months ended August 31, 2026
and August 31, 2025, the Company declared and paid approximately $163,000 and $170,000, respectively, of dividends related to Series E Preferred Stock as presented on the
unaudited condensed consolidated statement of operations.

During the three months ended August 31, 2026, all276,673 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 t062,500 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 $2.5 million. The Series E-1 Preferred Stock offering was completed as of May 31, 2025.

There were no material changes to the terms of the Series E-1 Preferred Stock during the three months ended August 31, 2026. During the three months ended August 31, 2026
and August 31, 2025, the Company declared and paid approximately $1.4 million and $1.4 million, respectively, of dividends related to the Series E-1 Preferred Stock as
presented on the unaudited condensed consolidated statements of operations.

During the three months ended August 31, 2026, 78 shares of Series E-1 Preferred Stock were redeemed.

Series G Convertible Preferred Stock

On June 26, 2026, the Company entered into the sixth amendment (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. There were no other material changes to the terms of the Series G Preferred Stock
during the three months ended August 31, 2026.

As Series G Preferred Stock may be reissued, during the three months ended August 31, 2026, the Company issued and sold283,250 shares of Series G Preferred Stock for
gross proceeds of $275.0 million. During the three months ended August 31, 2026, 154,500 shares of Series G Preferred Stock were converted into4.5 million shares of the
Company’s common stock. As of August 31, 2026, 128,750 shares of Series G Preferred Stock were issued and outstanding.

Redeemable Noncontrolling Interest
APLD HPC TopCo 2 LLC

As discussed within Note 12 - Variable Interest Entities above, APLD HPC TopCo 2 LLC (“TopCo 2”) completed four closings under its A&R UPA during the fiscal year
ended May 31, 2026, issuing 1,825,000 preferred units and 144,593 corresponding common units for proceeds of approximately $1.8 billion to MIP HPC Holdings, LLC, which
resulted in a redeemable noncontrolling interest.

There were no material changes to the terms of the redeemable noncontrolling interest during the three months ended August 31, 2026.

The balance sheets and operating activities of TopCo 2 are included in the Company's unaudited condensed consolidated financial statements. The Company adjusts net income
in the unaudited condensed consolidated statements of operations to exclude the proportionate share of results that is attributable to the redeemable noncontrolling interest.
Additionally, the Company presents the proportionate share that is attributable to the redeemable noncontrolling interest as temporary equity within the unaudited condensed
consolidated balance sheets. This temporary equity presentation is the result of the redeemable 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. See Note 11 - Derivative Assets for
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further details. The Company will adjust redeemable 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 $66.9 million for the three months ended August 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 unaudited condensed consolidated statements of operations.

The carrying value of the redeemable noncontrolling interest was $2.0 billion and $2.0 billion as of August 31, 2026 and May 31, 2026, respectively. The change in redeemable
noncontrolling interest consists of $60.1 million of preferred stock dividends paid in-kind, $1.3 million of contributions from noncontrolling interest, net of costs and $6.8
million in current year net loss attributable to non-controlling interest.

17. Leases

Lessor Accounting

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. Following the signing of this
lease, our aggregate contracted critical IT load is 1,410 MW.

A summary of minimum lease payments due from these leases is shown below. These amounts do not reflect future 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 $ 467,961
FY28 1,579,517
FY29 2,360,558
FY30 2,371,420
FY31 2,371,420
Thereafter 26,580,159

Total $ 35,731,035

Lessee Accounting

From time to time, 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 lease right of use assets and liabilities separately on the unaudited condensed consolidated balance
sheets as their own captions, with the liabilities split between current and long-term.
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Components of lease expense were as follows (in thousands):

Three Months Ended

August 31, 2026 August 31, 2025
Operating lease cost:
Operating lease expense $ 6,517 $ 6,252
Short-term lease expense 106 697
Total operating lease cost 6,623 6,949
Finance lease expense:
Amortization of right-of-use assets") 14,999 15,334
Interest on lease liabilities 1,523 3,530
Total finance lease cost 16,522 18,864
Variable lease cost 599 749
Total net lease cost $ 23,744 § 26,562

(1) Amortization of right-of-use assets is included within cost of revenues and selling, general and administrative expense in the unaudited condensed consolidated statements of
operations.

The following table represents the Company’s future minimum lease payments as of August 31, 2026:

Operating Leases Finance Leases Total
FY27 $ 16,036 $ 37,374 § 53,410
FY28 23,967 10,968 34,935
FY29 18,391 — 18,391
FY30 4,812 — 4,812
FY31 1,315 — 1,315
Thereafter 4,553 — 4,553
Total lease payments 69,074 48,342 117,416
Less: imputed interest (8,205) (2,395) (10,600)
Total lease liabilities 60,869 45,947 106,816
Less: Current portion of lease liability (19,199) (43,490) (62,689)
Long-term portion of lease liability $ 41,670 $ 2457 § 44,127
Supplemental cash flow and other information related to leases is as follows:
Three Months Ended
August 31, 2026 August 31, 2025

Weighted-average years remaining (in years):

Operating leases 3.2 years 3.7 years

Finance leases 0.9 years 1.1 years
Weighted-average discount rate:

Operating leases 75 % 7.4 %

Finance leases 9.9 % 9.9 %
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18. Commitments and Contingencies
Commitments
Energy Contracts

As of August 31, 2026, the Company had a minimum commitment of approximately $12.1 million related to the energy services agreement for its Jamestown, North Dakota co-
hosting facility payable over, approximately, the next 0.4 years.

Construction Contracts

The Company routinely engages with construction vendors for the construction of our 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.

Claims and Litigation

From time to time, the Company may be involved in litigation relating to claims arising out of operations in the ordinary 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 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,
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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 August 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 Business Combination, the Cloud Services Business was identified as a reportable segment. Following the consummation of the Business
Combination in May 2026, which resulted in the formation of ChronoScale, the Cloud Services Business is no longer a reportable segment because its activities are not
regularly reviewed by the 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.

The Company's business is made up oftwo 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 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 on classification of held for sale and loss on abandonment of assets. 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 expense, interest income, loss on change in fair value of derivatives, loss on change in fair value of investment, other expense, net 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 "Other" includes corporate related items not allocated to reportable segments for purposes of making operating decisions or assessing financial performance.
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The following tables present segment information, including revenue by segment and segment profit (loss) for the three months ended August 31, 2026 and August 31, 2025 (in
thousands):

Three Months Ended August 31, 2026
Data Center Hosting Business

HPC Hosting Business

Revenue:
Services and other revenue $ 37,755 $ 183,518
Data center rental and other revenue — 79,120
Total segment revenue 37,755 262,638
Costs and expenses:
Services and other cost of revenue 23,978 176,100
Data center rental and other cost of revenue — 43,861
Selling, general and administrative () 450 9,246
Total costs and expenses 24,428 229,207
Segment profit $ 13,327  $ 33,431

(' Does not include selling, general and administrative expense that is not allocated to reportable segments, such as certain amounts of stock-based compensation, personnel
expenses, and professional service expenses.

Three Months Ended August 31, 2025
Data Center Hosting Business

HPC Hosting Business

Revenue:

Services and other revenue $ 37,921 §$ 26,296

Data center rental and other revenue i —

Total segment revenue 37,921 26,296
Costs and expenses:

Services and other cost of revenue 30,409 25,044

Data center rental and other cost of revenue — 140
Selling, general and administrative (V) 965 1,894
Loss on abandonment of assets 512 1,240

Total costs and expenses 31,886 28,318
Segment profit (loss) $ 6,035 $ (2,022)

(" Does not include selling, general and administrative expense that is not allocated to reportable segments, such as certain amounts of stock-based compensation, personnel
expenses, and professional service expenses.
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The following tables present the reconciliation to net loss before income tax expense (in thousands):
Three Months Ended

August 31, 2026 August 31, 2025

Segment profit
Data Center Hosting Business

$ 13,327  $ 6,035
HPC Hosting Business 33,431 (2,022)
Total segment profit 46,758 4,013
Other (109,137) (13,775)
Operating loss (62,379) 9,762)
Interest expense 77,383 8,013
Interest income (35,821) (857)
Loss on change in fair value of derivatives 49,511 —
Loss on change in fair value of investment 11,352 —
Other expense, net 1,311 —
Net loss before income tax expense $ (166,115) $ (16,918)

(' Other includes corporate related items not allocated to reportable segments and ChronoScale.

We also provide the following additional segment disclosures (in thousands):
Three Months Ended

August 31, 2026 August 31, 2025
Depreciation and amortization:
Data Center Hosting Business
$ 2,386 $ 3,391
HPC Hosting Business 22,900 698
Other 16,626 63
Total depreciation and amortization ® $ 41912 § 4,152
(O Other includes corporate related items not allocated to reportable segments and ChronoScale.
@ Includes amortization of the finance lease right-of-use assets.
Information on segment assets and a reconciliation to consolidated assets are as follows (in thousands):
August 31, 2026 May 31, 2026

Data Center Hosting Business $ 111,850 $ 113,788
HPC Hosting Business 10,805,831 8,999,081

Total segment assets 10,917,681 9,112,869
Other 789,495 816,443
Total assets $ 1 1,707,176 $ 9,929,3 12

(I Other includes corporate related items not allocated to reportable segments and ChronoScale.

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.
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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:

Three Months Ended
August 31, 2026 August 31, 2025

Net loss $ (184,055) $ (16,926)
Net loss attributable to noncontrolling interest and redeemable noncontrolling interest (51,484) —
Preferred dividends (1,543) (1,576)
Net loss attributable to common stockholders $ (237,082) $ (18,502)
Net loss attributable to common stockholders:

Continuing operations $ (221,028) $ (18,502)

Discontinued operations (16,054) —
Net loss $ (237,082) $ (18,502)
Basic and diluted net loss per share attributable to common stockholders:

Continuing operations $ 0.76) $ (0.07)

Discontinued operations (0.06) —
Basic and diluted net loss per share $ 0.82) § (0.07)
Basic and diluted weighted average number of shares outstanding 291,557,618 255,892,902

As of August 31, 2026 and August 31, 2025, the Company had approximately 15.2 million and 14.4 million shares, respectively, of granted but unvested performance stock
units and restricted stock units that would have a potentially dilutive effect on earnings per share.

As of August 31, 2026 and August 31, 2025, the Company had approximately 7.5 million and 4.4 million shares, respectively, 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 and 25.5 million warrants outstanding as of August 31, 2026 and August 31, 2025, 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
August 31, 2026, 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

Series G

Subsequent to the quarter, 128,750 shares of Series G Preferred Stock were converted into an aggregate of5.2 million shares of the Company’s common stock.

Sale of Legacy Ekso Business

On September 30, 2026, ChronoScale, through its wholly-owned subsidiary ChronoScale Intermediate LLC, completed the sale of its legacy Ekso business throughwo related
transactions: Ekso and its wholly-owned German subsidiary sold substantially all of the assets of Ekso’s “EksoWorks” industrial exoskeleton business, including the EVO
product line, to DynaWear Tech, Inc. under an asset purchase agreement, and immediately thereafter, ChronoScale Intermediate LLC sold all of the outstanding capital stock of
Ekso, which held the remaining neuro-rehabilitation business, to WanderEkso Inc., a subsidiary of Wandercraft SAS, under a stock purchase agreement.
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Base Electron Power Purchase Agreement

On October 4, 2026, the Company entered into a Power Purchase Agreement with Base Electron, for the purchase of capacity and energy from an approximately 1,200 MW
natural gas-fired generation facility to be developed by Base Electron in North Dakota, which is intended to provide dedicated generation for the Company’s Polaris Forge 3
campus expansion.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Statements

This Quarterly 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.

» » » » ”» » < »

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.

You should carefully review the risks described in Item 1A of the Company’s Annual Report on Form 10-K for the year ended May 31, 2026, which was filed with the SEC on
July 29, 2026, as well as any other cautionary language in this Quarterly Report on Form 10-Q, 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.

A comparison of our results of operations and cash flows for the three months ended August 31, 2025 can be found under “Item 2. Management’s Discussion and Analysis of
Financial Condition and Results of Operations” in our Quarterly Report on Form 10-Q for the quarter ended August 31, 2025, filed with the SEC on October 9, 2025.

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

Moreover, 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. These risks are not exhaustive.
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Executive Overview

The following discussion and analysis should be read in conjunction with our unaudited condensed consolidated financial statements and the related notes and other financial
information included elsewhere in this Quarterly Report on Form 10-Q.

Business Overview

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

We consolidate entities that meet the definition of a variable interest entity (“VIE”) for which the Company is considered the primary beneficiary or entities that meet the
definition of a voting interest entity (“VOE”). The Company consolidates a VIE where it has been determined that the Company is the primary beneficiary of the entity's
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 economic performance and the obligation to absorb losses or the right to receive benefits of 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. The Company also evaluates its economic interests in the VIE.

On May 5, 2026, we completed the separation of our cloud services business. As of August 31, 2026 we owned approximately 96% of the outstanding common stock of
ChronoScale Holdings Corporation (“ChronoScale”). We consolidate ChronoScale under the voting interest model because we hold a controlling financial interest. The
ownership interests in ChronoScale not attributable to us are presented as noncontrolling interests in the unaudited condensed consolidated financial statements.

Trends and Other Factors Affecting Our Business
Regulatory Environment

The regulatory landscape surrounding Al and blockchain 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.

Governments and regulatory bodies are considering measures to ensure the responsible development and deployment of Al systems, including transparency, accountability, and
fairness guidelines. For example, in the U.S Senate, committees of jurisdiction have passed several Al bills that establish industry standards and impose significant obligations
in relation to the use of Al systems. On the state level, several U.S. states have considered Al legislation, which aims to reduce risk associated with the use of AI; while certain
states have passed comprehensive Al legislation. A number of states have recently issued moratoriums on future Al data centers while other states are considering the same. In
Europe, the EU AI Act has been adopted, portions of which have started to take effect, with other portions continuing to take effect over the next several years.

The amount of energy used for Al and crypto mining 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
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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.

Critical Accounting Estimates

Our unaudited condensed consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United States of America
(“GAAP”). In connection with the preparation of our 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 unaudited condensed 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. Our critical accounting estimates are identified and described in our annual consolidated financial statements and the related notes included in our Annual Report
on Form 10-K and our subsequent Quarterly Reports on Form 10-Q.

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.

In the prior fiscal year, we commenced operations at our first HPC data center at our Polaris Forge 1 campus in Ellendale, North Dakota, with 100 MW of capacity. During the
quarter, we began commencing operations at our second HPC data center at our Polaris Forge 1 campus, which reached its full I5S0MW of capacity as of the date of filing of
this Form 10-Q.

Our third HPC building at our Polaris Forge 1 campus, which is expected to provide an additional 150MW of capacity, is currently under construction. We anticipate reaching
full ready for service in calendar year 2027.

Our two buildings at our Polaris Forge 2 campus, with an aggregate 300MW of capacity, are currently under construction. We anticipate reaching initial ready for service in the
second half of calendar year 2026 and full capacity in early calendar year 2027.

Our two buildings at our Polaris Forge 3 campus, with an aggregate 300MW capacity, are currently under construction. We anticipate reaching initial ready for service in the
second half of calendar year 2027 and full capacity in the second half of calendar year 2028.

Our two buildings at our Delta Forge 1 campus, with an aggregate 300MW capacity, are currently under construction. We anticipate reaching initial ready for service in the first
half of calendar year 2027 and full capacity in early calendar 2028.

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 campus

located in our southern region, comprising a single 210 MW 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.

We recognized $262.6 million in revenue from this business segment during the three months ended August 31, 2026, with $183.5 million related to services and other revenue
and $79.1 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. As of August 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.
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We recognized $37.8 million in revenue from this business segment during the three months ended August 31, 2026.

ChronoScale

In the prior fiscal year, we completed the separation of our cloud business in a series of transactions. As of August 31, 2026, we own approximately 96% of the issued and
outstanding equity of ChronoScale Holdings Corporation ("ChronoScale Holdings"). ChronoScale Holdings owns and operates our historic cloud business through its wholly
owned subsidiary, ChronoScale Corporation, and is consolidated into our financial statements.

The 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. Additionally, effective in the first
quarter of fiscal year 2027, ChronoScale Holding’s cloud business provides Al infrastructure, or GPU-related, hardware, and ancillary support and maintenance services,
through resale arrangements.

On July 1, 2026, we completed a holding company formation transaction (the “Holding Company Transaction”) that created the new parent holding company as the public
company, with its operating companies as wholly-owned subsidiaries, including Applied Digital Cloud Corporation, which changed its name to ChronoScale Corporation. We
effected the holding company structure to better reflect our individual operating businesses, which 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 its predecessor had outstanding immediately before the Holding Company Transaction, and as such, the shareholders of ChronoScale Corporation
prior to the Holding Company Transaction were not diluted as a result thereof. 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.

On August 6, 2026, ChronoScale entered into a two-year strategic partnership with Microsoft to support the planned development of approximately 50 MW of Al compute
capacity. On August 24, 2026, ChronoScale entered into a one-year extension of such strategic partnership, resulting in a total of a three-year service term. Upon projected
completion, the deployment is expected to expand available compute capacity and further strengthen ChronoScale’s digital infrastructure supporting Al and cloud computing
applications.

Debt and Equity Offerings and Changes to Equity

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.

$1.59 Billion Senior Secured Notes due 2031

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 LLC
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, pursuant to the terms and amounts set forth in the 2031
7.000% Notes 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 LLC. The Company provided a
customary completion guarantee for the 2031 7.000% Notes Offering.

Series G Preferred Stock

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 $1,590,000,000 to $2,000,000,000.

As Series G Preferred Stock may be reissued, during the three months ended August 31, 2026, we issued and sold 283,250 shares of Series G Preferred Stock for gross
proceeds of $275.0 million. During the three months ended August 31, 2026,
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154,500 shares of Series G Preferred Stock were converted into 4.5 million shares of our common stock. As of August 31, 2026, 128,750 shares of Series G Preferred Stock
were issued and outstanding.

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 certain subsidiaries of APLD Intermediate HoldCo
entered into an Incremental Assumption Agreement No. 1 (the “Incremental Assumption Agreement”), with First National Bank of Omaha (in its capacities as administrative
agent and collateral agent under the 2026 Revolving Credit Facility) and the lenders and issuing banks party thereto, providing for an Incremental Revolving Facility
Commitment (as defined in the Incremental Assumption Agreement) in an aggregate principal amount of up to $80.0 million (the “Incremental Revolving Financing”). After
giving effect to the Incremental 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, we 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.

Series E and Series E-1 Redemptions
During the three months ended August 31, 2026, 276,673 shares of Series E Preferred Stock were redeemed as well as 78 shares of Series E-1 Preferred Stock.

Recent Developments
Series G

Subsequent to the quarter, 128,750 shares of Series G Preferred Stock were converted into an aggregate of 5.2 million shares of the Company’s common stock.

Sale of Legacy Ekso Business

On September 30, 2026, ChronoScale, through its wholly-owned subsidiary ChronoScale Intermediate LLC, completed the sale of its legacy Ekso business through two related
transactions: Ekso and its wholly-owned German subsidiary sold substantially all of the assets of Ekso’s “EksoWorks” industrial exoskeleton business, including the EVO
product line, to DynaWear Tech, Inc. under an asset purchase agreement, and immediately thereafter, ChronoScale Intermediate LLC sold all of the outstanding capital stock of
Ekso, which held the remaining neuro-rehabilitation business, to WanderEkso Inc., a subsidiary of Wandercraft SAS, under a stock purchase agreement.

Base Electron Power Purchase Agreement

On October 4, 2026, the Company entered into a Power Purchase Agreement with Base Electron, for the purchase of capacity and energy from an approximately 1,200 MW
natural gas-fired generation facility to be developed by Base Electron in North Dakota, which is intended to provide dedicated generation for our Polaris Forge 3 campus
expansion.
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Results of Operations

Comparative Results for the Three Months Ended August 31, 2026 and August 31, 2025:

The following table sets forth key components of the results of operations (in thousands) during the three months ended August 31, 2026 and August 31, 2025.

Revenue:
Services and other revenue
Data center rental and other revenue
Total revenue
Costs and expenses:
Services and other cost of revenue
Data center rental and other cost of revenue
Selling, general and administrative ()
Loss on abandonment of assets
Total costs and expenses
Operating loss
Interest expense
Interest income
Loss on change in fair value of derivatives
Loss on change in fair value of investment
Other expense, net
Net loss before income tax expense
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

Basic and diluted net loss per share attributable to common stockholders
Continuing operations
Discontinued operations

Basic and diluted net loss per share
Basic and diluted weighted average number of shares outstanding
Adjusted Amounts

Adjusted revenue

Adjusted operating income (loss)
Adjusted operating margin
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Three Months Ended

August 31, 2026 August 31, 2025
262,755 $ 80,934
79,120 —
341,875 80,934
245,709 58,831
43,862 140
114,683 29,482
— 2,243
404,254 90,696
(62,379) (9,762)
77,383 8,013
(35,821) (857)
49,511 —
11,352

1,311 —

(166,115) (16,918)
1,886 8

(168,001) (16,926)

(16,054) —

(184,055) (16,926)

(51,484)

(1,543) (1,576)
(237,082) $ (18,502)
(221,028) $ (18,502)

(16,054)

(237,082) $ (18,502)
0.76) $ (0.07)
(0.06) —
0.82) § (0.07)

291,557,618 255,892,902

300,393 $ 64,216

37,816  $ (3,616)
13% (6)%
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Adjusted net loss from continuing operations attributable to common stockholders $ (4,053) § (7,570)
Adjusted net loss from continuing operations attributable to common stockholders per diluted share $ 0.01) $ (0.03)

Other Financial Data @

EBITDA $ (72,625)  § (18,140)
as a percentage of adjusted revenue (24) % (28) %
Adjusted EBITDA $ 64,412 § 537
as a percentage of adjusted revenue 21 % 1 %
Net operating income $ 58,829 § —
Net operating income margin 89 % — %

(O TIncludes related party selling, general and administrative expense of $49.7 thousand and $74.3 thousand for the three months ended August 31, 2026 and August 31, 2025,
respectively. See Note 7 - Related Party Transactions for further discussion of related party transactions.

@ Includes related party income of $0.7 million for the three months ended August 31, 2026. SeeNote 7 - Related Party Transactions for further discussion of related party
transactions.

3 Adjusted Amounts and Other Financial Data are non-GAAP performance measures. These non-GAAP measures exclude the results of the Cloud Services Business. 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 Comparative Results for the Three Months Ended August 31, 2026 compared to the Three Months Ended August 31, 2025

Revenue

Services and other revenue increased $181.8 million, or 225%, from $80.9 million for the three months ended August 31, 2025 to $262.8 million for the three months ended
August 31, 2026. The increase was primarily due to an increase in tenant fit-out services of approximately $157.2 million. This revenue also consisted of approximately
$23.0 million in GPU hardware sales related to ChronoScale. The remaining increase in services and other revenue was due to performance improvements in Data Center
Hosting Business and ChronoScale during the three months ended August 31, 2026 compared to the three months ended August 31, 2025.

Data center rental and other revenue was $79.1 million for the three months ended August 31, 2026 compared to no revenue for the three months ended August 31, 2025, as our
HPC Hosting Business commenced operations in the second half of the fiscal year 2026, resulting in approximately $65.8 million related to base rent, net of $0.9 million in
amortization of customer lease incentives, and $13.3 million related to tenant recoveries.

Cost of revenues

Services and other cost of revenues increased $186.9 million, or 318%, from $58.8 million for the three months ended August 31, 2025 to $245.7 million for the three months
ended August 31, 2026. The increase in services and other cost of revenues was due to the following changes:

«  approximately $151.1 million increase in expenses associated with tenant fit-out services for our HPC Hosting Business;

»  approximately $22.4 million in cost of revenue associated with GPU hardware sales related to ChronoScale, which commenced during the current fiscal quarter;
¢ approximately $14.2 million increase in depreciation and amortization expense due to the Cloud Services Business no longer being classified as held for sale;

*  approximately $3.6 million increase in lease and lease related expenses primarily related to ChronoScale’s operating leases; and

«  approximately $0.3 million increase in personnel expenses and other costs due to the increases in headcount as well as other related costs directly supporting revenue.
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These increases were partially offset by a decrease of approximately $4.7 million in energy costs associated with our Data Center Hosting Business and other costs directly
supporting revenue.

Data center rental and other cost of revenue increased by $43.7 million, from $0.1 million for the three months ended August 31, 2025 to $43.9 million for the three months
ended August 31, 2026 as the Company’s HPC hosting operations were not fully commenced during the first fiscal quarter 2026. The increase in data center rental and other
cost of revenue was categorized as follows:

*  approximately $22.4 million increase in depreciation and amortization associated with our HPC Hosting Business;

»  approximately $13.3 million increase in expenses which are reimbursable as tenant recoveries;

«  approximately $5.6 million increase in rental property operating expenses, which are not eligible for recovery from our tenant;
*  approximately $1.3 million increase in property insurance expenses associated with our HPC Hosting Business; and

*  approximately $0.8 million increase in property tax expenses associated with our HPC Hosting Business.

Selling, general and administrative expense
Selling, general and administrative expense increased $85.2 million, or 289%, from $29.5 million for the three months ended August 31, 2025 to $114.7 million for the three
months ended August 31, 2026. The increase in selling, general and administrative expense was categorized as follows:
«  approximately $51.7 million increase in stock based compensation primarily due to an increase in shares awarded related to the increase in headcount and increase in
performance stock awards granted in the period after the three months ended August 31, 2025;

» approximately $12.1 million increase in professional service expense primarily related to legal services provided on discrete transactions and projects, as well as general
support of the business;

«  approximately $9.9 million increase in personnel expenses related to the increase in headcount;
»  approximately $9.5 million increase in other selling, general, and administrative expense such as travel, computer and software expenses; and

+  approximately $2.0 million increase in lease and lease related expense primarily related to ChronoScale’s operating leases.

Loss on abandonment of assets

Loss on abandonment of assets was $2.2 million for the three months ended August 31, 2025, driven by the write down of assets to their fair value upon disposal. There was no
such loss recorded in the current year comparative period.

Interest expense

Interest expense increased $69.4 million, or 866%, from $8.0 million for the three months ended August 31, 2025, to $77.4 million for the three months ended August 31, 2026.
As we entered into more debt arrangements, there was an increase of approximately $66.4 million in interest expense, approximately $2.8 million in loan issuance discount, and
approximately $2.4 million in loan issuance cost. These increases were partially offset by a decrease of $2.2 million in finance lease interest associated with the renegotiation of
the majority of our finance leases during fiscal year ended May 31, 2026.

Interest income

Interest income increased $35.0 million, or 4,080%, from $0.9 million for the three months ended August 31, 2025 to $35.8 million for the three months ended August 31, 2026
due to an increase in funds held in interest-bearing accounts.

Loss on change in fair value of derivatives

Loss on the change in fair value of derivatives was $49.5 million for the three months ended August 31, 2026, due a decrease of $56.1 million in the fair value of our Babcock &
Wilcox Enterprises, Inc. (“B&W”) common stock warrant and an increase of $6.6 million in the fair value of the derivative assets related to the preferred units and
corresponding common units held by APLD HPC TopCo 2’s redeemable noncontrolling interest. There was no such loss recorded in the prior year comparative period.
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Loss on change in fair value of investment

Loss on change in fair value of investment was $11.4 million for the three months ended August 31, 2026, due to a decrease in fair value of our investment in B&W common
stock. There was no such loss recorded in the prior year comparative period.

Other expense, net

Other expense, net was $1.3 million for the three months ended August 31, 2026 and consisted of a loss of approximately $1.3 million due to the settlement of the SAFEs as a
result of an agreement reached with the investor offset by a gain on the fair value of warrants issued to third parties. There was no such activity recorded in the prior year
comparative period.

Income tax expense

Income tax expense was $1.9 million for the three months ended August 31, 2026, compared to nominal expense for the three months ended August 31, 2025. This change was
driven by an increase in current federal and state income tax expense during the current fiscal quarter.

Net loss from discontinued operations

Net loss from discontinued operations was $16.1 million for the three months ended August 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 year comparative period.

Comparative Segment Data for the Three Months Ended August 31, 2026 and August 31, 2025:
The following table sets forth the operating (loss) profit for each of our segments for the three months ended August 31, 2026 and August 31, 2025 (in thousands):
Three Months Ended

August 31, 2026 August 31, 2025
Segment profit
Data Center Hosting Business
$ 13,327 § 6,035
HPC Hosting Business 33,431 (2,022)
Total segment profit $ 46,758  § 4,013

Commentary on Segment Data Comparative Results for the Three Months Ended August 31, 2026 compared to the Three Months Ended August 31, 2025
Data Center Hosting Business
Operating Profit

Data Center Hosting Business operating profit increased $7.3 million, or 121%, from $6.0 million for the three months ended August 31, 2025 to $13.3 million for the three
months ended August 31, 2026 primarily due to a decrease of $6.4 million in cost of revenues due to more advantageous power pricing when compared to the to the three
months ended August 31, 2025.

HPC Hosting Business

Operating Profit

HPC Hosting Business operating profit increased $35.5 million, or 1,753%, from a loss of $2.0 million for the three months ended August 31, 2025 to a profit of $33.4 million
for the three months ended August 31, 2026. The change is primarily due to revenue generated from the first two buildings at our Polaris Forge 1 campus, as well as tenant fit-
out services performed, net of expenses during the three months ended August 31, 2026 compared to the three months ended August 31, 2025.

Non-GAAP Measures

To supplement our unaudited condensed 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
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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 our 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 unaudited condensed 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 providedas supplemental measures to our performance measures calculated in accordance with GAAP and therefore, arenot 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 Quarterly Report on Form 10-Q 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 Operating Income (Loss), Adjusted Net Loss from Continuing Operations, and Adjusted Net Loss from Continuing Operations per Diluted Share

“Adjusted operating income (loss)” and “Adjusted net loss from continuing operations” are non-GAAP financial measures that represent operating income and net income
(loss) from operations excluding ChronoScale, respectively. Adjusted operating income (loss) is Operating loss excluding operating (loss) income from ChronoScale, stock-
based compensation, non-recurring repair expenses, diligence, acquisition, disposition and integration expenses, litigation expenses, non-cash amortization of customer lease
incentives, loss on abandonment of assets, restructuring expenses and other non-recurring expenses that management believes are not representative of our expected ongoing
costs. Adjusted net loss from continuing operations is Adjusted operating income (loss) further adjusted for interest expense directly attributable to ChronoScale, loss on change
in fair value of derivatives, and loss on change in fair value of investment. We define “Adjusted net loss from continuing operations per diluted share” as Adjusted net loss from
continuing operations divided by weighted average diluted share count.

EBITDA and Adjusted EBITDA

“EBITDA” is defined as earnings before interest expense, interest income, income tax expense, and depreciation and amortization and excluding results of ChronoScale.
“Adjusted EBITDA” is defined as EBITDA adjusted for stock-based compensation, non-cash amortization of customer lease incentives, non-recurring repair expenses,
diligence, acquisition, disposition and integration expenses, litigation expenses, loss on abandonment of assets, loss on change in fair value of derivatives, loss on change in fair
value of investments, 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, excluding the non-cash amortization of one-
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time customer lease incentives provided at contract inception, 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, except percentage data)

Three Months Ended
August 31, 2026 August 31, 2025

Adjusted revenue

Total Revenue (GAAP) $ 341,875 $ 80,934
Less: ChronoScale revenue (41,482) (16,718)

Adjusted revenue (Non-GAAP) $ 300,393 $ 64,216

Adjusted operating income (loss)

Operating loss (GAAP) $ (62,379) $ (9,762)
Operating loss from ChronoScale 25,354 (12,531)
Stock-based compensation () 59,391 14,446
Non-recurring repair expenses ) 72 173
Diligence, acquisition, disposition and integration expenses ) 11,911 1,196
Litigation expenses 1,177 190
Non-cash amortization of customer lease incentives 854 —
Loss on abandonment of assets — 1,751
Restructuring expenses ) 129 431
Other non-recurring expenses ©) 1,307 490

Adjusted operating income (loss) (Non-GAAP) $ 37,816 $ (3,616)

Adjusted operating margin 13% (6)%

Adjusted net loss from continuing operations

Net loss from continuing operations (GAAP) $ (168,001) $ (16,926)
Operating loss from ChronoScale 25,354 (12,531)
Net interest expense directly attributable to ChronoScale 1,557 3,210
Stock-based compensation (V) 59,391 14,446
Non-recurring repair expenses ) 72 173
Diligence, acquisition, disposition and integration expenses ) 11,911 1,196
Litigation expenses ) 1,177 190
Non-cash amortization of customer lease incentives 854 —
Loss on abandonment of assets — 1,751
Loss on change in fair value of derivatives 49,511 —
Loss on change in fair value of investment 11,352 —
Restructuring expenses ) 129 431
Other non-recurring expenses (©) 2,640 490

Adjusted net loss from continuing operations (Non-GAAP) $ (4,053) $ (7,570)

Diluted weighted average number of shares outstanding (Non-GAAP) 291,557,618 255,892,902

Adjusted net loss from continuing operations per diluted share (Non-GAAP) $ 0.01) $ (0.03)

EBITDA and Adjusted EBITDA

Net loss from continuing operations (GAAP) $ (168,001) $ (16,926)
Operating loss from ChronoScale 25,354 (12,531)
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Interest expense 77,383 8,013
Interest income (35,821) (857)
Income tax (benefit) expense 1,886 8
Depreciation and amortization 26,574 4,153
EBITDA (Non-GAAP) $ (72,625) $ (18,140)
Stock-based compensation (V) 59,391 14,446
Non-recurring repair expenses ) 72 173
Diligence, acquisition, disposition, and integration expenses ) 11,911 1,196
Litigation expenses ) 1,177 190
Non-cash amortization of customer lease incentives 854 —
Loss on change in fair value of derivatives 49,511 —
Loss on change in fair value of investment 11,352 —
Loss on abandonment of assets — 1,751
Restructuring expenses ) 129 431
Other non-recurring expenses (©) 2,640 490
Adjusted EBITDA (Non-GAAP) $ 64,412  $ 537

Net Operating Income

HPC Hosting Business base rental revenue (GAAP) $ 65,800 $ —
Non-cash amortization of customer lease incentives 854 —
Rental property operating expenses (5,726) —
Property taxes (821) —
Property insurance expenses (1,278) —

Net Operating Income (Non-GAAP) $ 58,829 $ —
Net Operating Income margin 89 % —%

1)
2
3)
“)

®)
©)

Represents stock-based compensation expense and employment taxes incurred in connection with the vesting of stock-based awards.
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 non-recurring expenses associated with employee separations.
Represents expenses that are not representative of our expected ongoing costs.

Funding Requirements

We have experienced net losses through the period ended August 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.
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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

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 August 31, 2026, we had unrestricted cash and cash equivalents of $2.9
billion and restricted cash of $728.0 million. 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 preferred stock, senior secured notes (issued by our subsidiaries), debt facilities and the
receipt of contractual deposits and revenue payments from customers.

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.

Recent Financing Activities

See Note 9 - Debt in the notes to the unaudited condensed consolidated financial statements included in this Quarterly Report on Form 10-Q for more information on our term
loans and other debt instruments.

7.000% Senior Secured Notes due 2031

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, pursuant to the terms and amounts set forth in the 2031 7.000% Notes
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 LLC. The Company provided a customary
completion guarantee for the 2031 7.000% Notes Offering.

Series G Convertible Preferred Stock

During the three months ended August 31, 2026, the Company issued and sold 283,250 shares of Series G Preferred Stock for gross proceeds of $275.0 million. During the
three months ended August 31, 2026, 154,500 shares of Series G Preferred Stock were converted into 4.5 million shares of the Company’s common stock. As of August 31,
2026, 128,750 shares of Series G Preferred Stock were issued and outstanding.

Upsize of 2026 Revolving Credit Facility

On June 26, 2026, in connection with the 2026 Revolving Credit Facility, the Company, APLD Intermediate HoldCo, and certain subsidiaries of APLD Intermediate HoldCo
entered into an Incremental Assumption Agreement No. 1 (the Incremental Assumption Agreement”), with First National Bank of Omaha (in its capacities as administrative
agent and collateral agent under the 2026 Revolving Credit Facility) and the lenders and issuing banks party thereto, providing for an Incremental Revolving Facility
Commitment (as defined in the Incremental Assumption Agreement) in an aggregate principal amount of up to $80.0 million (the “Incremental Revolving Financing”). After
giving effect to the Incremental Assumption Agreement, the aggregate revolving commitments under the 2026 Revolving Credit Facility increased to $430.0 million, with an
additional $120.0 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.

As of August 31, 2026, approximately $241.0 million of standby letters of credit were outstanding under the 2026 Revolving Credit Facility. Refer toNote 9 - Debt in the
accompanying notes to the unaudited condensed consolidated financial statements for additional information.
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Loan and Security Agreement

On June 30, 2026, we 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.

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 August 31, 2026 (in thousands):

Payments Due by Period
Remainder of
Total FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 Thereafter
Debt obligations() $ 6,721,605 $ 108,739 $ 221,545 $ 341,453 $ 354,294 § 4,256,666 $ 1,438,908
Interest on debt obligations® 2,156,434 326,507 490,014 464,054 437,126 391,956 46,777
Operating lease obligations®) 69,074 16,036 23,967 18,391 4,812 1,315 4,553
Financing lease obligations® 48,342 37,374 10,968 — — — —
Power commitments(®) 12,121 12,121 = = = — —
Preferred share dividends® 31,999 4,174 5,565 5,565 5,565 5,565 5,565

(" Debt obligations presented in the table reflect scheduled principal payments related to our outstanding debt as described inNote 9 - Debt to the unaudited condensed
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. SeeNote 9 - Debt to the unaudited
condensed consolidated financial statements for further discussion.

) Operating lease obligations include future minimum payments for our operating leases.
®)  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. SeeNote 18 -
Commitments and Contingencies to the unaudited condensed consolidated financial statements for further discussion.

(©)  Preferred share dividends represent estimated future dividend payments per year in accordance with preferred stock that has been issued. The estimated future dividend
payments will continue until preferred stock is redeemed.
Summary of Cash Flows

The following table provides information about our net cash flow for the three months ended August 31, 2026 and August 31, 2025, respectively.
Three Months Ended

$ in thousands August 31, 2026 August 31, 2025
Net cash provided by (used in) operating activities $ 63,921 $ (81,531)
Net cash used in investing activities (2,082,879) (249,914)
Net cash provided by financing activities 1,543,472 322,236
Net decrease in cash and cash equivalents, and restricted cash (475,486) (9,209)
Cash, cash equivalents, and restricted cash, beginning of period, including cash from discontinued operations 4,153,431 123,318
Cash, cash equivalents, and restricted cash, end of period, including cash from discontinued operations $ 3,677,945 $ 114,109
Less: Cash, cash equivalents, and restricted cash from discontinued operations $ 2 3 o
Cash, cash equivalents, and restricted cash from continued operations $ 3,677,943 § 114,109
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Commentary on the change in cash flows between the Three Months Ended August 31, 2026 and Three Months Ended August 31, 2025
Operating Activities

The net cash provided by (used in) operating activities changed by $145.5 million, or 178%, from $81.5 million used in operating activities for the three months ended
August 31, 2025 to $63.9 million provided by operating activities for the three months ended August 31, 2026. Activities that positively impacted operating cash flows during
the three months ended August 31, 2026 included stock-based compensation, loss on change in fair value of derivatives, loss on change in fair value of investment, loss on
classification of held for sale and non-cash interest expense. Other impacts included changes in operating assets and liabilities primarily affected by changes in the timing and
quantity of services provided and associated working capital needs.

Investing Activities

The net cash used in investing activities increased by $1.8 billion, or 733%, from $249.9 million for the three months ended August 31, 2025, to $2.1 billion for the three months
ended August 31, 2026. This increase was primarily due to an increase of approximately $1.8 billion in investments in property and equipment during the three months ended
August 31, 2026 as our payments in the current period for construction of each of our Polaris Forge 1, Polaris Forge 2, Polaris Forge 3, Delta Forge 1, and Delta Forge 2 campus
data center facilities increased as well as investment in companies.

Financing Activities

The net cash provided by financing activities increased by $1.2 billion, or 379%, from $322.2 million for the three months ended August 31, 2025 to $1.5 billion for the three
months ended August 31, 2026. The primary reason for the change was an increase in the net borrowings of long-term debt of $1.6 billion from the issuance of our 2031 Notes
as well as an our draw on the 2026 Revolver of $82.4 million. Additionally, there was an increase in receipt of net proceeds from offerings of our preferred stock of
approximately $104.5 million during the three months ended August 31, 2026 compared to the three months ended August 31, 2025. These increases were partially offset by an
increase of $313.5 million in repayments of long-term debt as well as a decrease of $196.4 million in proceeds from common stock during the three months ended August 31,
2026 compared to the three months ended August 31, 2025.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes in our exposure to market risk from the information provided in Item 7A. Quantitative and Qualitative Disclosures About Market Risk of
our Annual Report on Form 10-K for the fiscal year ended May 31, 2026.

Item 4. Controls and Procedures

Management’s 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) as of August 31, 2026, have concluded that our disclosure controls
and procedures were effective at the reasonable assurance level.

Changes in Internal Control over Financial Reporting

There were no changes in internal control over financial reporting that occurred during the three months ended August 31, 2026, that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.
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Part II - Other Information

Item 1. 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 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. See discussion in Note 18 - Commitments and Contingencies.

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 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.

There are no other pending lawsuits that could reasonably be expected to have a material adverse effect on the results of the Company’s consolidated operations.

Item 1A. Risk Factors

As of the date of this filing, there have been no material changes to the risk factors associated with our business previously disclosed in the “Risk Factors” section in Part I, Item
1A, of our Annual Report on 2026 Form 10-K for the fiscal year ended May 31, 2026.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Not applicable.
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Item 3. Defaults Upon Senior Securities

Not applicable.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information
Base Electron Power Purchase Agreement

On October 4, 2026, the Company entered into a Power Purchase Agreement and a related credit support agreement with Base Electron for the purchase of capacity and energy
from an approximately 1,200 MW natural gas-fired generation facility to be developed by Base Electron in Center, North Dakota, which is intended to provide dedicated
generation for the Company's Polaris Forge 3 campus. The Power Purchase Agreement has a 15-year delivery term and provides for fixed monthly payments based on target
contract capacity, and may be terminated by Base Electron if financial close for the facility has not occurred by March 31, 2027. The Power Purchase Agreement and the credit

support agreement were approved by the Company's Board of Directors following review and recommendation by the Board's Base Electron Related Party Transaction
Committee.

As of October 4, 2026, the Company owned approximately 10% of Base Electron. Base Electron is an independent power producer formed for the purpose of developing and
operating dedicated power generation infrastructure for high-density Al data center campuses. It is owned and managed by certain officers and directors of the Company,
including Messrs. Cummins and Zhang and Dr. Nottenburg, acting in their individual capacities, as well as numerous third parties. In addition, Messrs. Cummins and Zhang
serve as the Chief Executive Officer, and President and Secretary of Base Electron, respectively.
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Item 6. Exhibits

Exhibit Number
4.1

4.2

10.1%

10.2»

10.3»

31.1%*
31.2*
32.1%*
32.2%*
101.INS*
101.SCH*
101.CAL*
101.DEF*
101.LAB*
101.PRE*
104*

* Filed herewith.

EXHIBIT INDEX

Description of Document

Indenture, dated as of June 16. 2026. among APLD ComputeCo 3 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 7.000% senior secured notes. (Incorporated by reference to

Exhibit 4.1 to the Company’s Current Report on Form 8-K filed with the SEC on June 16, 2026).

Form of Note representing the 7.000% Senior Secured Notes due 2031 (included as Exhibit A to Exhibit 4.1). (Incorporated by reference to Exhibit 4.2
to the Company’s Current Report on Form 8-K filed with the SEC on June 16, 2026).

Credit Agreement, dated as of May 29, 2026, by and between Applied Digital Corporation, APLD Intermediate Holdco LLC, the lenders party thereto.

First National Bank of Omaha and Goldman Sachs Lending Partners LLC. (Incorporated by reference to Exhibit 10.1 to the Company’s Current Report
on Form 8-K filed with the SEC on June 26, 2026).

Incremental Assumption Agreement No. 1. dated as of June 26. 2026, by and among Applied Digital Corporation, APLD Intermediate Holdco LLC, the
Subsidiary Guarantors, lenders and each issuing bank party thereto, and First National Bank of Omaha. (Incorporated by reference to Exhibit 10.2 to the

Company’s Current Report on Form 8-K filed with the SEC on June 26, 2026).
Form of Sixth Amendment to Preferred Equity Purchase Agreement by and between the Company and the investors signatory thereto. (Incorporated by

reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K filed with the SEC on June 26, 2026).

Chief Executive Officer’s Certificate Pursuant to 15 U.S.C. Section 7241. as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Chief Financial Officer’s Certificate Pursuant to 15 U.S.C. Section 7241. as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350. as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
Inline XBRL Instance Document.

Inline XBRL Taxonomy Extension Schema Document.

Inline XBRL Taxonomy Extension Calculation Linkbase Document.

Inline XBRL Taxonomy Extension Definition Linkbase Document.

Inline XBRL Taxonomy Extension Label Linkbase Document.

Inline XBRL Taxonomy Extension Presentation Linkbase Document.

Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101).

** Furnished herewith.

~ The schedules to this agreement have been omitted pursuant to Item 601(a)(5) of Regulation S-K. The Company hereby agrees to furnish supplementally a copy of any
omitted schedule to the SEC upon request.

T Portions of this exhibit have been omitted pursuant to Item 601(b)(10)(iv) of Regulation S-K.
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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 October 7, 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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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. Thave reviewed this Quarterly Report on Form 10-Q of Applied Digital Corporation for the quarter ended August 31, 2026;

2. 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;

3. 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;

4. 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

5. 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.

October 7, 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)

1, Saidal Mohmand, certify that:

1. Thave reviewed this Quarterly Report on Form 10-Q of Applied Digital Corporation for the quarter ended August 31, 2026;

2. 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;

3. 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;

4. 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

5. 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.

October 7, 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 Quarterly Report on Form 10-Q for the quarter ended August 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: October 7, 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 Quarterly Report on Form 10-Q for the quarter ended August 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: October 7, 2026 By: /s/ Saidal Mohmand

Name: Saidal Mohmand
Chief Financial Officer
(Principal Financial and Accounting Officer)




