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Mynd.ai, Inc.
UNAUDITED CONSOLIDATED BALANCE SHEETS

(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

June 30, 2026 December 31, 2025

ASSETS
Current assets:

Cash and cash equivalents, including restricted cash of $220 and $0, respectively $ 7,040  $ 18,481 
Accounts receivable, net of allowance for credit losses of $232 and $614, respectively 26,630  24,849 
Inventories 23,030  29,713 
Prepaid expenses and other current assets 8,120  7,971 

Due from related parties 3,626  3,095 

Total current assets 68,446  84,109 

Non-current assets:
Goodwill 44,622  44,961 
Property, plant, and equipment, net 9,801  11,767 
Intangible assets, net 36,149  36,185 
Right-of-use assets, net 1,938  2,073 
Deferred tax assets, net 89  87 

Other non-current assets 3,260  3,345 

Total non-current assets 95,859  98,418 

Total assets 164,305  182,527 

LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)

Current liabilities:
Accounts payable 32,064  37,947 
Accrued expenses and other current liabilities 25,286  34,836 
Loans payable, current —  2,897 
Contract liabilities, current 12,062  12,272 
Accrued warranties 13,696  15,918 
Lease liabilities, current 896  1,011 

Due to related parties 23,980  5,343 

Total current liabilities 107,984  110,224 

Non-current liabilities:
Loans payable, non-current 64,261  61,083 

Contract liabilities, non-current 18,095  17,971 
Lease liabilities, non-current 1,652  1,751 
Deferred tax liabilities 9,000  9,000 

Total non-current liabilities 93,008  89,805 

Total liabilities 200,992  200,029 

Commitments and contingencies (Note 10)

Shareholders’ deficit:
Ordinary Shares par value of $0.001; 990,000,000 shares authorized. 475,122,370 shares issued and 471,446,050 shares
outstanding as of June 30, 2026; 465,868,720 shares issued and 462,192,400 shares outstanding as of December 31,
2025.

10,000,000 shares, $0.001 par value, without designation; none authorized, issued and outstanding as of June 30, 2026
and December 31, 2025. 474  465 

Treasury shares, at cost, 3,676,320 as of June 30, 2026 and December 31, 2025 (454) (454)
Additional paid-in capital 488,275  487,481 

Accumulated other comprehensive income 3,810  3,648 
Accumulated deficit (528,792) (508,642)

Total shareholders’ deficit (36,687) (17,502)

Total liabilities and shareholders’ equity $ 164,305  $ 182,527 

See accompanying notes to the unaudited consolidated financial statements.
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Mynd.ai, Inc.
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

Six Months Ended June 30,

2026 2025

Revenue $ 73,369  $ 89,272 

Cost of revenue 55,831  69,884 

Gross profit 17,538  19,388 
Operating expenses, net:

General and administrative 9,671  14,928 
Research and development 4,888  7,782 
Sales and marketing 15,941  21,399 
Transaction-related costs —  53 

Restructuring and other expenses 985  4,353 

Total operating expenses 31,485  48,515 

Operating loss (13,947) (29,127)

Other income (expense):

Interest expense (5,139) (4,913)
Interest income 30  637 
(Loss) gain on embedded derivative (22) 2,143 
Other (expense) income (992) 2,409 

Total other (expense) income (6,123) 276 

Net loss before income taxes (20,070) (28,851)

Income tax expense (80) (41)

Net loss $ (20,150) $ (28,892)

Net loss per share, basic and diluted $ (0.04) $ (0.06)

Weighted average shares outstanding, basic and diluted 469,301,078  456,872,902 

See accompanying notes to the unaudited consolidated financial statements.
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Mynd.ai, Inc.
UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(in thousands)

Six Months Ended June 30,

2026 2025

Net loss $ (20,150) $ (28,892)
Other comprehensive loss, net of tax of nil:

Change in foreign currency translation reserve 162  256 

Total comprehensive loss $ (19,988) $ (28,636)

See accompanying notes to the unaudited consolidated financial statements.
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Mynd.ai, Inc.
UNAUDITED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (DEFICIT)

(in thousands, except for share and per share data)

Common Stock Treasury stock Accumulated Total Shareholders'
Shares Amount Shares Amount APIC AOCI Deficit Equity (Deficit)

Balance as of January 1, 2026 465,868,720  $ 465  (3,676,320) $ (454) $ 487,481  $ 3,648  $ (508,642) $ (17,502)
Net loss —  —  —  —  —  —  (20,150) (20,150)

Foreign currency translation —  —  —  —  —  162  —  162 
Share-based compensation —  —  —  —  967  —  —  967 

Vested share-based compensation, net of shares withheld for taxes 9,253,650  9  —  —  (173) —  —  (164)

Balance as of June 30, 2026 475,122,370  474  (3,676,320) (454) 488,275  3,810  (528,792) (36,687)

Balance as of January 1, 2025 456,477,820  456  (1,519,230) (342) 479,480  3,344  (454,573) 28,365 

Net loss —  —  —  —  —  —  (28,892) (28,892)
Forgiveness of related party loan —  —  —  —  5,217  —  —  5,217 

Foreign currency translation —  —  —  —  —  256  —  256 
Share-based compensation —  —  —  —  988  —  —  988 

Vested share-based compensation, net of shares withheld for taxes 2,017,920  2  —  —  (2) —  —  — 
Share repurchase —  —  (529,650) (110) —  —  (110)

Other equity adjustments —  —  —  —  (92) 92  —  — 

Balance as of June 30, 2025 458,495,740  $ 458  (2,048,880) $ (452) $ 485,591  $ 3,692  $ (483,465) $ 5,824 

See accompanying notes to the unaudited consolidated financial statements.
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Mynd.ai, Inc.
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Six Months Ended June 30,

2026 2025
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (20,150) $ (28,892)

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 2,878  4,697 
Deferred taxes —  (113)
Non-cash lease expense 565  766 
Non-cash interest expenses 3,259  2,799 
Loss (gain) on embedded derivative 22  (2,143)
Share-based compensation 967  1,037 
Amortization of RDEC credit (1,345) (1,005)
Net realizable value adjustments to inventory 887  396 
Changes in accounts receivable provision 10  479 
Other 53  24 

Change in operating assets and liabilities:
Accounts receivable (284) 1,030 
Inventories 5,649  811 
Prepaid expenses and other assets 175  3,062 
Due from related parties (556) (857)
Accounts payable (5,698) (5,075)
Accrued expenses and other liabilities (9,824) (17,545)
Accrued warranties (2,126) (375)
Due to related parties —  445 
Contract liabilities 23  (129)

Lease obligations - operating leases (945) (681)

Net cash used in operating activities (26,440) (41,269)

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property, plant and equipment (63) (33)

Internal-use software development costs (833) (1,467)

Net cash used in investing activities (896) (1,500)

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of Revolver (3,000) (11,000)
Proceeds from Revolver —  8,000 
Proceeds from related party inventory financing agreement 18,637  — 
Repayment of Paycheck Protection Program Loan —  (82)

Share repurchase —  (110)
Taxes withheld and paid related to net share settlement of share-based compensation awards (173) (49)

Net cash provided by (used in) financing activities 15,464  (3,241)

Net change in cash, cash equivalents, and restricted cash (11,872) (46,010)

Cash, cash equivalents, and restricted cash, beginning of period 18,481  75,317 

Exchange rate effects 431  (245)

Cash, cash equivalents and restricted cash, end of period $ 7,040  $ 29,062 

Supplemental disclosure of non-cash investing and financing transactions:
Lease assets acquired in exchange for lease liabilities $ 392  $ — 
Forgiveness of related party payables $ —  $ 5,217 
Convertible notes issued in exchange for accrued PIK interest $ 1,789  $ 1,703 

Supplemental disclosure of cash transactions:
Cash paid for interest $ 3,397  $ 1,841 
Cash (paid for taxes) received for tax refunds, net $ (410) $ 1,450 

See accompanying notes to the unaudited consolidated financial statements.
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Mynd.ai, Inc.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

Note 1. Organization

Mynd.ai, Inc. ("the Company"), a Cayman Islands company, provides global, end-to-end, learning solutions and collaboration tools to help teachers, schools, students, and
professionals realize their greatest potential. The Company generates virtually all of its revenue through Promethean World Limited and its consolidated subsidiaries
("Promethean"). The Company's global headquarters is in Alpharetta, Georgia, United States ("U.S."), and it conducts its business through its various subsidiaries throughout
the world, with operations principally focused in the U.S., Europe, and the United Kingdom ("U.K.").

Note 2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying unaudited consolidated financial statements as of June 30, 2026 and for the six months ended June 30, 2026 and June 30, 2025 have been prepared in
accordance with generally accepted accounting principles in the U.S. ("U.S. GAAP") for interim financial information and the rules and regulations of the Securities and
Exchange Commission (the "SEC") for a foreign private issuer. Accordingly, they do not include all of the information and notes required by U.S. GAAP for annual financial
statements. Certain information and footnote disclosures normally included in the annual financial statements prepared in accordance with U.S. GAAP have been omitted,
provided such omission is not misleading or prohibited by the rules and regulations of the SEC.

In the opinion of management, the unaudited consolidated financial statements contain all normal and recurring adjustments necessary for the fair presentation of the interim
periods presented. Operating results for the six months ended June 30, 2026 are not necessarily indicative of the results that may be expected for the year ended December 31,
2026. The financial data presented herein should be read in conjunction with the audited consolidated financial statements and accompanying notes included in the Company's
Annual Report on Form 20-F for the year ended December 31, 2025 filed with the SEC on May 29, 2026 (the "2025 Form 20-F").

Basis of Consolidation

The unaudited consolidated financial statements include the accounts of the Company, its wholly owned subsidiaries, and its partially owned subsidiaries. All intercompany
balances and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of the unaudited consolidated financial statements, in conformity with U.S. GAAP, requires the Company to make estimates and assumptions that affect the
application of policies and the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the unaudited consolidated financial
statements and reported amounts of revenues and expenses during the reporting period. Important estimates and assumptions relate to revenue recognition, impairment of
obsolete and slow-moving inventories, valuation of assets acquired and liabilities assumed in business combinations, evaluation of finite-lived tangible and intangible assets,
goodwill and indefinite-lived intangible assets for impairment, valuation of embedded derivatives, provision for warranty costs, loss contingencies and legal reserves, and
valuation allowance for deferred tax assets. These estimates and judgments are subject to change based on experience and new information which could result in outcomes that
require a material adjustment to the carrying amounts of assets or liabilities affecting future periods. Actual results may differ from these estimates. The estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized prospectively.

7



Table of Contents
Mynd.ai, Inc.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

Liquidity and Capital Resources

As of June 30, 2026, the Company had cash, cash equivalents of $7,040, including $220 of restricted cash. As of June 30, 2026, the Company had negative net working capital
of $39,538. The Company’s operating cash outflows of $26,440 for the six months ended June 30, 2026 reflected, among other things, lower revenue compared to the prior year
period, partially offset by reductions in operating expenses resulting from cost reduction and operational efficiency initiatives implemented during 2026 and 2025.

On January 14, 2026, the Company entered into an Inventory Management and Consultancy Agreement (the "Inventory Agreement") with NetDragon Websoft Holdings
Limited ("NetDragon"), a related party and the Company's majority shareholder. Under the Inventory Agreement, NetDragon assumes initial payment responsibility for eligible
hardware supplier invoices, subject to a $50,000 revolving cap. The Company is obligated to reimburse NetDragon within 365 days of inventory receipt, together with simple
interest at 3% per annum. See further discussion in Note 16. Related Party Transactions.

During the six months ended June 30, 2026, NetDragon funded $18,637 of supplier invoices under the Inventory Agreement. Subsequent to June 30, 2026, NetDragon funded
an additional $5,666 of supplier invoice payments. After giving effect to these subsequent fundings, cumulative amounts funded under the Inventory Agreement were $24,303,
and remaining availability under the revolving cap was $25,697.

The Company believes the combination of current cash resources, expected future cash flows from operations, and NetDragon’s performance under the Inventory Agreement
will allow the Company to fund operating and capital needs for at least the next 12 months from the date these unaudited consolidated financial statements have been issued.
Accordingly, the unaudited consolidated financial statements have been prepared on a going concern basis.

Cash, Cash Equivalents, and Restricted Cash

Cash and cash equivalents include cash on hand and demand deposits with financial institutions. The Company considers all highly liquid investments with original maturities
of three months or less to be cash equivalents. Restricted cash represents cash held in collateral accounts that is restricted as to withdrawal or use. As of June 30, 2026, the
Company had no cash equivalents, but had restricted cash of $220 related to collateral provided to support the Company’s Bank of America letter of credit program. As of
June 30, 2025, the Company had no cash equivalents or restricted cash.

See Note 9. Debt, for discussion of the subsequent termination of the Bank of America revolving credit facility and related collateral arrangements.

Accounts Receivable and Allowance for Credit Losses

Trade accounts receivables are recorded at the invoiced amount and do not bear interest. The allowance for credit losses is the Company’s best estimate of the credit losses in
existing accounts receivable. The Company monitors the financial performance, historical and expected collection patterns, and creditworthiness of its customers so that it can
properly assess and respond to changes in their credit profile. The Company also monitors domestic and international economic conditions for the potential future effect on its
customers. Past due balances are reviewed individually for collectability. Account balances are charged against the allowance for credit losses when the Company determines it
is probable the receivable will not be recovered. All allowance for credit losses are charged to general and administrative expenses on the Company’s consolidated statements of
operations.
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Mynd.ai, Inc.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

The allowance for credit losses as of June 30, 2026, and 2025 was as follows:

Six Months Ended June 30,
2026 2025

Balance, January 1 $ 614  $ 211 
Adjustments and provision for estimated credit losses 10  479 
Write-offs (378) — 
Foreign currency adjustments (14) 10 

Balance, June 30 $ 232  $ 700 

Fair Value Measurements

In estimating fair value, the Company applies ASC 820, Fair Value Measurement ("ASC 820"). The carrying amounts of the Company’s financial assets and liabilities, such as
cash and cash equivalents, accounts receivable, accounts payable, accrued expenses, and due from and due to related parties approximate their fair values because of their short-
term nature. The derivative liability associated with the Company’s convertible note is remeasured at fair value at each reporting date and is classified as Level 3 in the fair
value hierarchy (see Note 9. Debt).

Certain non-financial assets, such as goodwill, intangible assets, right-of-use assets, and property and equipment, are measured at fair value on a non-recurring basis and are
adjusted to fair value only if an impairment charge is recognized. The Company did not record any impairment charges to non-financial assets during the six months ended
June 30, 2026, and 2025.

Restructuring and Other Expenses

The Company records costs associated with exit or disposal activities in accordance with ASC 420, Exit or Disposal Cost Obligations. A liability for costs associated with an
exit or disposal activity is recognized and measured at its fair value in the consolidated statements of operations in the period in which the liability is incurred. Other costs
associated with restructuring activities are recognized in accordance with other applicable U.S. GAAP guidance.

Restructuring and other expenses for the six months ended June 30, 2026, and 2025 was as follows:

Six Months Ended June 30,
2026 2025

Severance costs $ 825  $ 4,318 
Office closures and other costs 160  35 

Restructuring and other expenses $ 985  $ 4,353 

 Includes office-closure related costs, including the disposal of computer and office equipment at those offices. In connection with these disposals, the Company derecognized the related gross
carrying amounts and accumulated depreciation.

(1)

(1)
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Mynd.ai, Inc.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

Recently Adopted Accounting Standards

In July 2025, the FASB issued ASU 2025-05, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses for Accounts Receivable and Contract Assets
("ASU 2025-05"). ASU 2025-05 simplifies the application of the Current Expected Credit Loss ("CECL") model for short-term assets. The update provides a practical
expedient allowing entities to assume that current economic conditions at the balance sheet date will remain constant over the remaining short life of accounts receivable and
contract assets, rather than requiring complex macroeconomic forecasting. The Company adopted ASU 2025-05 effective January 1, 2026. The adoption did not have a material
impact on the Company's consolidated financial statements or disclosures.

Recently Issued Accounting Pronouncements Not Yet Adopted

In November 2024, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") 2024-03, Income Statement - Reporting Comprehensive
Income - Expense Disaggregation Disclosures: Disaggregation of Income Statement Expenses ("ASU 2024-03"). ASU 2024-03 will require more detailed information about
the types of expenses in commonly presented income statement captions such as "Cost of revenue" and "Selling, general and administrative expenses". In January 2025, the
FASB issued ASU No. 2025-01, Income Statement - Reporting Comprehensive Income - Expense Disaggregation Disclosures (Subtopic 220-40) to clarify the effective date of
ASU 2024-03. The new guidance is effective for annual reporting periods beginning after December 15, 2026, and interim reporting periods beginning after December 15, 2027
with early adoption permitted. The Company is currently evaluating the impact that this change will have on the Company's consolidated financial statements and disclosures.

In September 2025, the FASB issued ASU 2025-06, Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): Targeted Improvements to the Accounting for
Internal-Use Software ("ASU 2025-06"). ASU 2025-06 will improve the operability of the guidance by removing all references to software development project stages so that
the guidance is neutral to different software development methods, including methods that entities may use to develop software in the future. The new guidance is effective for
all entities for annual reporting periods beginning after December 15, 2027, and interim reporting periods within those annual reporting periods with early adoption permitted.
The Company is currently evaluating the impact that this change will have on its consolidated financial statements and disclosures.

In December 2025, the FASB also issued ASU 2025-11, Interim Reporting (Topic 270): Narrow-Scope Improvements ("ASU 2025-11"). ASU 2025-11 update results in a
comprehensive list of interim disclosures and includes a disclosure principle that requires entities to disclose events since the end of the last annual reporting period that have a
material impact on the entity. The new guidance is effective for interim reporting periods within annual reporting periods beginning after December 15, 2027, with early
adoption permitted. The Company is currently evaluating the impact that this change will have on its consolidated financial statements and disclosures.

Note 3. Revenue Recognition

Revenue

Sales of hardware and accessories as well as revenue from coordination of freight for our customers is recognized at a point in time. Services include enhanced warranty and
training revenue and are recognized over time. Revenue from software-as-a-service ("SaaS") is also recognized over time.
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Mynd.ai, Inc.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

The following table presents the Company’s revenue disaggregated based on the revenue source and the timing of revenue recognition:

Six Months Ended June 30,
2026 2025

Revenue from hardware, proprietary embedded firmware and accessories $ 66,985  $ 83,352 
Revenue from services 3,867  3,586 

Revenue from SaaS 2,518  2,334 

Total revenue $ 73,369  $ 89,272 

Revenue Disaggregation

The following table presents the Company’s revenue disaggregated based on geographic location of customers:

Six Months Ended June 30,
2026 2025

United States $ 50,262  $ 64,465 
Rest of World 23,107  24,807 

Total revenue $ 73,369  $ 89,272 

Contract Liabilities

June 30, 2026 December 31, 2025
Deferred revenue: enhanced warranties $ 16,722  $ 18,617 
Deferred revenue: SaaS 10,800  8,989 

Deferred revenue: other services 2,635  2,637 

Total contract liabilities $ 30,157  $ 30,243 

The contract liabilities listed above represent deferred revenue associated with sales of enhanced warranties, SaaS, and services such as training revenue. The deferred revenue
amounts included as contract liabilities represent the aggregate amount of the transaction price allocated to performance obligations that are unsatisfied (or partially satisfied).
These performance obligations are expected to be satisfied as follows:

Enhanced warranties SaaS services Other services
Remainder of 2026 $ 3,017  $ 2,114  $ 465 
2027 4,914  2,810  2,170 
2028 3,893  2,034  — 
2029 2,707  1,725  — 
2030 1,391  1,537  — 
2031 531  578  — 
Thereafter 269  2  — 

Total contract liabilities $ 16,722  $ 10,800  $ 2,635 
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Mynd.ai, Inc.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

During the six months ended June 30, 2026 and 2025, the Company recognized $5,587 and $5,246, respectively, in revenue that was included in contract liabilities as of
January 1, 2026 and 2025, respectively. The Company did not have any contract assets as of June 30, 2026 and December 31, 2025.

Note 4. Segment Disclosures

For all periods presented in these unaudited consolidated financial statements, the Company and the Company’s Chief Operating Decision Maker ("CODM"), which is its Chief
Executive Officer, review the Company’s operations and manage its business as a single operating segment and reporting segment. The financial information provided to the
CODM is presented in the same level of detail as the consolidated balance sheet and consolidated statement of operations included in these unaudited consolidated financial
statements. The CODM uses net income (loss) to assess performance and make decisions regarding resource allocation for the Company.

Note 5. Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consisted of the following:

June 30, 2026 December 31, 2025
Current tax assets $ 3,311  $ 2,925 
Prepaid expenses 2,033  1,862 
Other 2,776  3,184 

Total $ 8,120  $ 7,971 

Note 6. Goodwill and Intangible Assets

Goodwill and Indefinite-Lived Intangible Assets

During the six months ended June 30, 2026, the carrying amount of goodwill changed as a result of the foreign currency adjustments.

There were no changes to the carrying amount of indefinite-lived intangible assets during the periods presented. As of both June 30, 2026 and December 31, 2025, the carrying
amount of indefinite-lived intangible assets was $35,997.

Finite-Lived Intangible Assets

The components of finite-lived intangible assets are:

June 30, 2026
Gross Carrying

Amount
Accumulated
Amortization Net Book Value

Weighted Average Remaining
Useful Life (Years)

Patent and developed technology $ 37,515  $ (37,363) $ 152  2.17

December 31, 2025
Gross Carrying

Amount
Accumulated
Amortization Net Book Value

Weighted Average Remaining
Useful Life (Years)

Patent and developed technology $ 37,515  $ (37,327) $ 188  2.67

No impairments of finite-lived intangible assets were identified during the six months ended June 30, 2026 and 2025. The Company estimates that it has no significant residual
value related to any of the intangible assets.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

During the six months ended June  30, 2026 and 2025, intangible assets amortization expense was $26 and $2,063, respectively, related to continuing operations and was
included in cost of revenue on the Company’s consolidated statements of operations.

The following table outlines the estimated future amortization expense related to the remaining finite-lived intangible assets:

Remainder of 2026 $ 35 
2027 71 
2028 46 

Total $ 152 

Impairment Assessment

In the first half of 2026, the Company observed a continuation of reduced education technology customer demand throughout all of the key markets in which it operates, among
other conditions, which led management to conclude that a triggering event had occurred as of June 30, 2026. As a result, the Company evaluated its finite‑lived long‑lived
assets for recoverability and performed quantitative impairment assessments of its goodwill and indefinite‑lived intangible asset. The Company performed the following
analyses:

(i) A recoverability test to compare the sum of the undiscounted cash flows expected to be generated from the use of the finite-lived long-lived asset group to its carrying
amount. Based on this analysis, the Company concluded that the undiscounted cash flows exceeded the carrying amount of the asset group, and therefore the finite-
lived long-lived assets were recoverable as of June 30, 2026.

(ii) A quantitative impairment analysis to estimate the fair value of the reporting unit using the income approach. The results of this analysis indicated that the estimated
fair value of the reporting unit exceeds its carrying amount, which was negative, and therefore goodwill was not impaired as of June 30, 2026.

(iii) A quantitative impairment analysis of its indefinite-lived intangible asset as of June  30, 2026 using the relief-from-royalty method. Based on this analysis, the
Company concluded that the estimated fair value exceeded the carrying amount, and therefore the indefinite-lived intangible asset was not impaired.

The Company's estimate of the fair value of its intangible assets is based on assumptions and estimates, including future forecasted revenues, that are subject to change. Due to
unfavorable market conditions, the excess of estimated fair value over carrying amount did not substantially exceed the carrying amount and remained materially consistent
with the prior December 31, 2025 analysis. Accordingly, relatively minor adverse changes in key assumptions could result in an impairment charge in future periods.
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Note 7. Property, Plant, and Equipment, net

Property, plant and equipment, net consist of the following:

June 30, 2026 December 31, 2025
Buildings $ 48  $ 245 
Plant and machinery 318  523 
Leasehold improvements 285  285 
Computer and office equipment 8,054  13,139 
Furniture and fixtures 459  1,451 
Internal use software 15,786  15,259 
Construction in progress 1,564  1,256 

26,514  32,158 
Less: Accumulated depreciation (16,713) (20,391)

Property, plant and equipment, net $ 9,801  $ 11,767 

For the six months ended June 30, 2026 and 2025, depreciation expense was $2,852 and $2,634, respectively.

Note 8. Leases

The table below presents certain information related to the Company’s lease costs:

Six Months Ended June 30,
2026 2025

Operating lease expense $ 565  $ 766 
Short-term lease expense 105  102 

Total lease cost $ 670  $ 868 

In December 2025, the Company executed a sublease of its Seattle office that commenced February 1, 2026 and expires on August 31, 2028. The Company remains the lessee
under the original head lease. During the six months ended June 30, 2026, the Company recognized sublease income of $48.
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Note 9. Debt

Debt outstanding consists of the following:

June 30, 2026 December 31, 2025
Revolver $ —  $ 3,000 
Less revolver issuance costs —  (103)

Loans payable, current —  2,897 

Convertible Note 64,157  61,008 
Embedded derivative 164  142 

Less issuance costs on convertible debt (60) (67)

Loans payable, non-current 64,261  61,083 

Total loans payable, current and non-current $ 64,261  $ 63,980 

The Convertible Note balance is comprised of the following:

June 30, 2026 December 31, 2025
Initial measurement which represents the gross proceeds received less fair value of the embedded
derivative $ 50,260  $ 50,260 
PIK notes issued 8,556 6,767
Accrued PIK interest 161 167
Accretion of discount on issuance 5,180 3,814

Convertible Note $ 64,157  $ 61,008 

 Represents the embedded derivative included within the Convertible Note that is bifurcated and stated at fair value at June 30, 2026 and December 31, 2025.

Revolver

On February 24, 2026, at the Company's request, the Company entered into an eighth amendment to a secured revolving line of credit facility (the “Revolver”) with Bank of
America (the “Eighth Amendment”). The Eighth Amendment reduced the revolving commitment from $50,000 to $15,000 and the parties agreed that no further Revolver
Loans or Letters of Credit could be made under the facility without the prior written consent of Bank of America. In addition, the Eighth Amendment provided for scheduled
repayments of the outstanding Revolver Loans beginning on February 27, 2026 and required that all remaining obligations under the facility be cash collateralized in a manner
satisfactory to Bank of America by no later than April 30, 2026.

In connection with the Eighth Amendment, the Company repaid all Revolver Loan amounts that had been outstanding under the Revolver, including principal and accrued
interest totaling $4,608. As of June 30, 2026, there were no outstanding Revolver Loan borrowings under the Revolver. In addition, as of June 30, 2026, the Company did not
have borrowing availability under the Revolver, absent the prior written consent of Bank of America. The Company wrote off the remaining unamortized Revolver issuance
costs during the six months ended June 30, 2026. As of June 30, 2026, the Company maintained restricted cash of $220 related to collateral provided to support the Company’s
Bank of America letter of credit program.

(1)

(2)

(1) 

(2)
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Subsequent to June 30, 2026, on July 10, 2026, the Company provided to Bank of America, and Bank of America accepted, a Payoff Confirmation Letter wherein the Company
confirmed the Company’s intent to terminate the Revolver and the “Loan Documents” related to the Revolver (the “Payoff Letter”). The Payoff Letter includes Bank of
America’s confirmation and agreement that upon the Company's delivery to Bank of America of the amounts set forth in the Payoff Letter including $1,390 to serve as cash
collateral with respect to outstanding letters of credit, and the payment of certain other expenses, all Company obligations under the Revolver would be satisfied in full, the
“Loan Documents” relating to the Revolver would terminate and be of no further force or effect, the Company would have no further obligations under the Loan Documents
relating to the Revolver, and all guarantees granted in favor of Bank of America with respect to the Revolver would irrevocably terminate.

The Company subsequently delivered, pursuant to the terms set forth in the Payoff Letter, the amounts set forth therein, resulting in the satisfaction in full of all Company
obligations under the Loan Documents relating to the Revolver and the termination of the Revolver and all Loan Documents, obligations and guarantees relating to the
Revolver. Of the amounts delivered to Bank of America, $1,390 was posted as cash collateral with respect to outstanding letters of credit issued to third parties by Bank of
America that remain in force and effect for the Company’s benefit, representing restricted cash of the Company.

Convertible Note

In December 2023, the Company issued a senior secured convertible note, in the principal amount of $65,000 (the “Convertible Note”) with a stated maturity of December 13,
2028. The Convertible Note bears (i) cash interest at the rate of 5.00% per annum and (ii) paid-in-kind interest ("PIK") at the rate of 5.00% per annum, payable by issuing
additional notes. References herein to "Notes" reference the Convertible Note together with any additional notes issued in connection with the PIK interest. Both the cash
interest and PIK interest are payable semiannually on June 15 and December 15 of each year.

During the six months ended June 30, 2026 and 2025, cash interest of $1,789 and $1,703, respectively, was paid. PIK interest is payable by issuing additional notes in an
amount equal to the applicable amount of PIK interest for the interest period. In prior years, the Company issued additional Notes in the aggregate amount of $6,767
representing PIK interest, and on June 15, 2026, the Company issued an additional note for PIK interest in the amount of $1,789.

The Notes are senior secured obligations of the Issuer and mature on December 13, 2028, unless earlier redeemed, repurchased or converted. The conversion rate is $1.214 per
share. The Notes are convertible at the option of the Holder at any time until the outstanding principal amount (including any accrued and unpaid interest) has been paid in full.
Subject to the terms of Notes, the Holder may elect to receive the Company's American Depositary Shares (“ADS”) in lieu of the Company’s ordinary shares, par value $0.001
per share, (the “Ordinary Shares”), upon conversion of the Notes.

The Notes contain certain representations, warranties, events of default, and negative covenants that limit, without consent of the holder(s) of the Convertible Note, the
Company's ability, among other things, to incur additional indebtedness, sell or acquire assets, undertake capital expenditures, and enter into certain transactions with third
parties. As of June 30, 2026 and December 31, 2025, the Company believes it was in material compliance with all Convertible Note covenants.

Certain features of the Convertible Note, including the conversion option, redemption at the holder's election upon occurrence of Fundamental Change events as specified in the
Convertible Note, and acceleration of amounts due under the Convertible Note upon an event of default require, bifurcation and separate accounting as a single embedded
derivative (the “Embedded Derivative”) from the Convertible Note pursuant to ASC 815, Derivatives and Hedging ("ASC 815"). The Embedded Derivative is measured at fair
value utilizing Level 3 inputs under the fair value measurement hierarchy (refer to Note 2. Summary of Significant Accounting Policies for additional details) on the date of
issuance and at the end of each reporting period.
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As of June 30, 2026 and December 31, 2025, the Embedded Derivative is included in non-current loans payable in the unaudited consolidated balance sheets. At issuance, the
Company recorded an initial debt discount of $14,740 related to the initial fair value of the Embedded Derivative. The debt discount is amortized to interest expense using the
effective interest method over the expected term of the Convertible Notes.

During the six months ended June 30, 2026 and 2025, the Company recognized a loss of $22 and a gain of $2,143, respectively, on remeasurement of the Embedded Derivative
in the unaudited consolidated statements of operations, calculated as the change in the fair value of the Embedded Derivative as of the end of the respective periods.

The Company measures the fair value of the Embedded Derivative using a Monte Carlo simulation in which the fair value of the Convertible Note is calculated on a
with‑and‑without basis to isolate the value attributable to the conversion feature. Redemption cash flows are discounted using a credit‑risk‑adjusted rate, and as‑converted
equity values are discounted using the risk‑free rate. Key valuation inputs for the Level 3 Embedded Derivative include the Company’s ADS price, expected volatility,
remaining term, risk-free rate, and credit-risk-adjusted discount rate. As of June 30, 2026 and December 31, 2025, the fair value of the Embedded Derivative was $164 and
$142, respectively. The fair value of the Convertible Note was $48,373 and $54,565 as of June 30, 2026 and December 31, 2025, respectively.

The following table summarizes the debt maturities as of June 30, 2026:

Remainder of 2026 $ — 
2027 — 
2028 73,717 

Total $ 73,717 

 Debt maturing in 2028 represents the Convertible Note with a maturity value of $65,000, additional PIK Notes issued of $8,556 and accrued PIK interest at June 30, 2026 of $161.

Note 10. Commitments and Contingencies

Warranty

Changes in accrued warranty liabilities during the indicated periods are as follows:

Six Months Ended June 30,
2026 2025

Balance, January 1 $ 15,918  $ 15,749 
Provision 1,516  4,033 
Utilized (3,643) (4,179)
Foreign currency adjustment (95) 423 

Balance, June 30 $ 13,696  $ 16,026 

The provision amount in the table above represents adjustments recorded for estimated future costs related to units under warranty as of each balance sheet date, including both
accruals for warranties issued during the year and changes in the provision for accruals related to previously issued warranties. The provision reflects the most current
information available to the Company regarding key inputs into the estimated provision, including product failure rates and costs necessary to provide the warranty services.

 (1)

(1)

17



Table of Contents
Mynd.ai, Inc.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

Litigation

The Company may be subject to various legal proceedings and claims of which the outcomes are subject to significant uncertainty. The Company’s policy is to assess the
likelihood of any adverse judgments or outcomes related to legal matters, as well as ranges of probable losses. A determination of the amount of the liability required, if any, for
these contingencies is made after an analysis of each known event. A liability would be recognized and charged to operating expense when the Company determines that a loss
is probable, and the amount is reasonably estimable. Additionally, the Company will disclose all contingencies for which a material loss contingency is reasonably possible but
not probable or when a material loss contingency is probable but not reasonably estimable.

Edmodo, LLC ("Edmodo") was originally acquired by NetDragon, a related party of the Company, in 2018. Effective January 1, 2022, NetDragon transferred ownership of
Edmodo to Promethean, and converted Edmodo to a limited liability company via a common control transaction. The Company subsequently filed to dissolve Edmodo in the
State of Delaware, effective June 3, 2024. The Company received formal confirmation of the dissolution in November 2024.

On October 9, 2024, Edmodo received an initial notice of civil monetary penalty ("Initial Notice") in the amount of $14,625 on the basis of alleged misstatements made by
Edmodo during the initial Committee on Foreign Investment in the U.S. ("CFIUS") investigation of NetDragon's original acquisition of Edmodo and on the basis of violations
of provisions of the National Security Agreement entered into on May 3, 2021 ("NSA"), which CFIUS alleges represent material violations of the NSA. Following receipt of
the Initial Notice, Edmodo (through external counsel) submitted a timely response to the Initial Notice with a Petition for Reconsideration. CFIUS issued a Final Penalty Notice
("Final Notice") on January 14, 2025, for the same amount of civil monetary penalty. Payment of this penalty was due 45 calendar days following the date of the Final Notice.
Since Edmodo was dissolved, no payment was made and CFIUS may refer the matter to the Department of Justice ("DOJ") for the DOJ to file an action in Federal District
Court to collect the penalty plus interest, additional penalties, and handling and processing fees.

In March 2025, CFIUS requested that Promethean respond to a set of document requests so that CFIUS could prepare for and assess possible next steps related to efforts to
recover the previously assessed civil monetary penalty. Promethean responded to the document requests on April 29, 2025. Since the submission of the responses, there has
been no further communication from CFIUS as of the date these unaudited consolidated financial statements have been issued.

If an action is filed by the DOJ, we intend to vigorously defend such action on the basis that Edmodo was properly dissolved and that there are no likely or reasonable
circumstances which warrant the nullification of Edmodo’s certificate of cancellation and thus no penalty can be assessed against a dissolved entity. Additionally, if necessary,
arguments will be made that Promethean is not a successor entity to Edmodo and that Promethean should not be responsible for payment of the penalty. The Company cannot
predict if or when the DOJ may decide to file an action to collect the penalty (there is no statute of limitations) or predict with any degree of certainty the outcome of such an
action should the DOJ bring one. At this time, the Company is unable to estimate the likelihood of a negative outcome or the potential loss or range of loss associated with this
matter.

In addition to the NSA mentioned above, the Company, along with its Promethean World Limited subsidiary and Promethean Inc. subsidiary, are parties to a second NSA with
CFIUS (in effect as of December 4, 2023), which generally restricts Promethean from disclosing, transferring, or providing access to Protected Data (as defined in the NSA,
including certain U.S.-based personally identifiable information) to NetDragon, the Company (with the exception of certain Promethean personnel who are also Company
personnel), or persons in China. To date, the Company has self-reported one or more instances that could give rise to violations of the NSA. While CFIUS has not imposed
penalties for the reported instances, it has the authority to do so if it deems the instances to represent material violations of the NSA, with potential fines of up to $250 per
material violation or the value of the related transaction, whichever is greater, with the ultimate amount of the penalty imposed being based on the nature of the violations and
as determined by CFIUS. Accordingly, the Company accrued an immaterial amount as of December 31, 2024, which represents the Company's estimate of its potential liability
exposure for these violations, based on the information available to the Company at this time.
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The Company has not identified any potential new violations of the NSA in 2025 or 2026. Accordingly, no additional amounts have been accrued, and the accrued balance
remains unchanged from December 31, 2024. On May 1, 2026, the Company received a formal notice from the CFIUS Monitoring Agencies (CMAs) requesting an audit to
monitor compliance with the December 4, 2023 NSA. In accordance with the NSA, the Company submitted a nomination of an independent third party auditor to the CMAs on
June 29, 2026. Once the CMAs approve the Company’s nomination, the Company will have 30 days to submit a draft audit plan for the CMA’s review.

Tariffs

During 2025, the Company paid tariffs imposed under Executive Orders that invoked the International Emergency Economic Powers Act (“IEEPA”) on certain imported goods.
On December 29, 2025, the Company filed an action in the U.S. Court of International Trade (“CIT”) under 28 U.S.C. §1581(i) seeking a declaration that such IEEPA tariffs are
unlawful and for a refund of tariffs paid to date. On December 23, 2025, the CIT entered Administrative Order 25‑02 staying new IEEPA tariff cases pending a U.S. Supreme
Court’s decision. On February 20, 2026, the U.S. Supreme Court held that IEEPA does not authorize the President to impose tariffs.

The Company has elected to apply the loss recovery guidance under ASC 450, Contingencies ("ASC 450"), to account for the recognition of these refunds. As of June 30, 2026,
the Company received a total of $618 tariff refunds and an immaterial amount of interest. As of the date these unaudited consolidated financial statements were issued, there
were no other material refunds that the Company is expecting to receive.

Other than potentially those matters described above, as of June 30, 2026 and through the issuance of these unaudited consolidated financial statements, the Company does not
believe the resolution of any legal proceedings or claims of which it is aware or any potential actions will have a material effect on its financial position, results of operations,
or cash flows.

Note 11. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consisted of the following:

June 30, 2026 December 31, 2025
Accrued payroll $ 5,620  $ 9,026 
Deferred research and development credits 4,364  5,771 
Rebates and customer advances 848  678 
Interest payable 161  1,887 
Accrued duty, freight and related expenses 10,055  12,343 
Royalties 401  914 
Value added tax payables 9  23 
Other accrued expenses and liabilities 3,828  4,194 

Accrued expenses and other current liabilities $ 25,286  $ 34,836 

As of June 30, 2026, accrued payroll includes severance payments to employees of the Company to be paid out in the second half of the year.

Deferred research and development ("R&D") credits represent future offsets to research and development expense in the consolidated statements of operations. These credits were generated
through the Company's participation in the U.K. Research and Development Expenditure Credit ("RDEC") program.

As of June 30, 2026, accrued duty, freight and related expenses included $166 in purchase commitments to certain of our inventory suppliers. The expectation is that the remaining amount will
be settled in the next twelve months. As of December 31, 2025, accrued duty, freight and related expenses included $580 in purchase commitments to certain of our inventory suppliers.

 (1)

 (2)

(3)

(1) 

(2) 

(3) 
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Note 12. Income Taxes

The provision for income taxes for interim tax periods is generally determined using an estimate of the Company’s annual effective tax rate, excluding jurisdictions for which
no tax benefit can be recognized due to valuation allowances, and adjusted for discrete tax items during the period.

As of December 31, 2025, the Company had recorded a full valuation allowance against its U.S. and U.K. deferred tax assets, due to uncertainty regarding their realizability.
There was no new positive evidence regarding the realizability of these deferred tax assets in the first half of 2026 which would cause management to change its previous
valuation allowance conclusion as of June 30, 2026.

As of June 30, 2026, management determined that there is sufficient positive evidence to conclude that it is more likely than not that certain of its deferred tax assets outside the
U.S. and U.K. were realizable. For those non-U.S. and non-U.K. jurisdictions where partial allowances have been recorded, the valuation allowances are primarily the result of
specific tax losses carried forward that are expected to expire prior to being utilized.

The Company recorded income tax expense of $80 and $41 for the six months ended June 30, 2026 and 2025, respectively. The June 30, 2026 provision represents the net of
estimated current tax expense that will be owed in jurisdictions without a full valuation allowance. The June 30, 2025 provision represents the net of estimated current tax
expense that will be owed in jurisdictions without a full valuation allowance, partially offset by deferred tax benefit on reversing book-tax differences.

Note 13. Shareholders' Equity (Deficit)

Share Repurchase Program

In January of 2025, the Company repurchased 52,965 ADSs in the open market for a total consideration of $110 (including transaction costs of $3) under its previously
announced share repurchase program. The Company funded the repurchases with cash on hand and all shares were purchased through the open market. The share repurchase
program was terminated on August 22, 2025.

Warrant

On September 8, 2025, in connection with the acquisition of intellectual property from a third party, the Company issued a warrant to purchase up to 10,000,000 Ordinary
Shares at $1.214 per share (equivalent to $12.14 per ADS), expiring on September 8, 2032. The warrant met equity classification requirements and was recorded in additional
paid‑in capital at its grant‑date fair value of $212. The warrant is not remeasured after issuance. The warrant remained outstanding and was out-of-the-money as of June 30,
2026.

Issuances Under the Equity Incentive Plan

During the six months ended June 30, 2026, the Company issued an aggregate of 925,365 ADSs in connection with the vesting of restricted stock units ("RSUs") previously
granted under the Mynd.ai Equity Incentive Plan (the “Equity Incentive Plan”) to certain of the Company’s employees, executive officers and directors. Subsequent to June 30,
2026, the Company issued an aggregate of 219,205 ADSs in connection with the vesting of RSUs previously granted under the Equity Incentive Plan.

Note 14. Share-Based Compensation

In January 2024, the Company’s Board of Directors approved the Equity Incentive Plan. Under the Equity Incentive Plan, awards may be granted to officers, employees and
consultants of the Company or any of its affiliates in the form of stock options, restricted shares, RSUs, stock appreciation rights, performance stock, performance stock units,
and other awards. The maximum aggregate number of Ordinary Shares that was initially authorized for issuance under the Equity Incentive Plan was 54,777,338, together with
a corresponding number of ADSs.

20



Table of Contents
Mynd.ai, Inc.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of U.S. dollars, except share and per share data, or otherwise noted)

The number of Ordinary Shares available for issuance under the Equity Incentive Plan also includes an automatic annual increase on the first day of each fiscal year beginning
in 2025, equal to five percent (5%) of the total number of Ordinary Shares outstanding, on a fully diluted basis, on the last day of the immediately preceding fiscal year.
Pursuant to this annual increase, an additional 28,374,850 and 27,731,110 Ordinary Shares became available for issuance under the Incentive Plan on January 1, 2026 and 2025,
respectively.

On June 17, 2026, the Company's Board of Directors approved an amendment to the Equity Incentive Plan to increase the number of Ordinary Shares available for issuance
under the Equity Incentive Plan by a one-time amount of 106,000,000 Ordinary Shares (corresponding to 10,600,000 ADSs).

On June 23, 2026, the Company filed a registration statement on Form S-8 with the SEC registering an aggregate of 162,105,960 Ordinary Shares available for issuance under
the Equity Incentive Plan as a result of the automatic annual increases and the June 17, 2026 amendment described above.

The Company's Board of Directors awards time-based RSUs to certain directors, executive officers and employees that vest over specified time periods, subject to the
recipient's continued service. The RSUs generally vest in quarterly installments over two to three years of service, entitling the holders to one ADS for each vested RSU.
Unvested RSUs do not have voting rights. The closing stock price on the date of each grant is used to determine the fair value of RSUs.

In February 2026, in connection with the resignation of two members of the Company's Board of Directors, 75,680 previously granted RSUs were waived and 130,118 RSUs
were forfeited.

The following table summarizes RSU activity:

Six Months Ended June 30,
2026 2025

Number of ADS
Weighted Average Grant Date

Fair Value Per ADS Number of ADS
Weighted Average Grant Date

Fair Value Per ADS
Outstanding, beginning balance 3,616,901  $ 1.77  4,185,488  $ 3.43 
Granted —  —  2,501,632  1.01 
Clawback —  —  (201,665) 3.92 
Vested (1,375,957) 1.81  (269,257) 3.92 

Forfeited / Waived (363,025) 1.82  (1,569,424) 3.45 

Outstanding, ending balance 1,877,919  $ 1.74  4,646,774  $ 2.07 

 The vested amount shown includes 450,592 and 67,465 ADSs withheld by the Company to satisfy certain tax withholding obligations for the six month ended June 30, 2026 and June 30, 2025,
respectively

During the six months ended June 30, 2026 and 2025, the Company recorded share-based compensation expense of $967 and $1,037, respectively. As of June 30, 2026 total
unrecognized compensation expense related to unvested awards was $2,315, which is expected to be recognized over a weighted-average period of 1.33 years.

Subsequent to June 30, 2026, the Company granted an aggregate of 14,008,454 RSUs under the Equity Incentive Plan to members of its executive leadership team and Board of
Directors, with an weighted-average grant-date fair value of $0.38 per RSU. The related compensation expense will be recognized over the requisite service period.

 (1)

(1)
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Note 15. Net Loss Per Share

The following table sets forth the computation of basic and diluted loss per share of the Company's Ordinary Shares:

Six Months Ended June 30,
2026 2025

Numerator:
Net loss $ (20,150) $ (28,892)

Denominator:
Weighted average shares outstanding, basic and diluted 469,301,078  456,872,902 

Basic and diluted per share:

Net loss per share $ (0.04) $ (0.06)

Basic and diluted loss per share are computed using the weighted average number of Ordinary Shares outstanding during the period.

The following is a summary of outstanding potential Ordinary Shares that have been excluded from the computation of diluted net loss per share because their inclusion would
have been anti-dilutive:

Six Months Ended June 30,
2026 2025

Convertible debt 60,590,010  57,670,445 
Restricted stock units 59,500,060  43,645,610 
Warrants —  — 

 Although exercisable into 10,000,000 Ordinary Shares for the six months ended June  30, 2026, the warrants were excluded from basic and diluted EPS calculation because they were
out‑of‑the‑money See Note 13. Shareholders' Equity (Deficit) for additional details.

Note 16. Related Party Transactions

As of June 30, 2026 and December 31, 2025, the Company has receivables of $3,626 and $3,095, respectively, and payables of $23,980 and $5,343, respectively, with related
parties with common ownership. Receivables relate to reimbursements owed by related parties for costs incurred, including employee-related costs and services provided by the
Company on behalf of related parties. Payables relate to engineering, hosting, and employee services provided by related parties on behalf of the Company, as well as amounts
funded under the Inventory Agreement (as discussed further below). These payables exclude the Convertible Note discussed in Note 9. Debt. During the six months ended
June 30, 2026 and 2025, the Company recognized $6 and nil, respectively, in revenue from related parties. During the six months ended June 30, 2026 and 2025, the Company
received net reimbursements for providing services to related parties of $1,104 and $841, respectively.

The Company has a senior secured convertible note with an entity which is considered a related party as of June 30, 2026 and December 31, 2025. See further discussion of this
note in Note 9. Debt.

As discussed further in Note 2. Summary of Significant Accounting Policies, on January 14, 2026, the Company entered into the Inventory Agreement with NetDragon under
which NetDragon assumes initial payment responsibility for hardware supplier invoices, subject to a $50,000 revolving cap. The Company is obligated to reimburse NetDragon
within 365 days of inventory receipt, together with simple interest at 3% per annum.

(1)

(1)
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During the six months ended June 30, 2026, the Company received $18,637 under the Inventory Agreement, included in due to related parties on the unaudited consolidated
balance sheets. The Company recognized interest expense of $58 under the Inventory Agreement, all of which remained payable to NetDragon as of June 30, 2026. Subsequent
to June 30, 2026, NetDragon funded an additional $5,666 of paid supplier invoices under the Inventory Agreement. After giving effect to these subsequent fundings, cumulative
amounts funded under the Inventory Agreement were $24,303, and remaining availability under the revolving cap was $25,697.

The Inventory Agreement provides that, if NetDragon does not meet certain cost reduction targets in a given calendar year, the Company will be entitled to a credit equal to the
interest paid to NetDragon during the preceding calendar year. The Company accrues interest on a gross basis as incurred and recognizes any such credit only when the annual
outcome is determined and the credit becomes realizable. As of June 30, 2026, the calendar 2026 cost reduction outcome was not yet determinable, and no credit has been
recognized.

Note 17. Subsequent Events

The Company has evaluated all known events and transactions that occurred after June 30, 2026 through the date of the issuance of these unaudited consolidated financial
statements, and determined that no subsequent events have occurred that would require recognition or disclosure in these financial statements, except as disclosed in the
following:

• Note 9. Debt in relation to the July 2026 settlement arrangement for the Company's Revolver.

• Note 13. Shareholders' Equity (Deficit) in relation to the share issuance for vested RSUs.

• Note 14. Share-Based Compensation in relation to the grant of RSUs under the Equity Incentive Plan.

• Note 16. Related Party Transactions in relation to the amounts outstanding under the NetDragon Inventory Agreement.
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Exhibit 99.2

Management Discussion & Analysis of Financial Condition and Results of Operations

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) of Mynd.ai, Inc. ("Mynd", the “Company", "us", "we" or
"our") should be read in conjunction with our audited consolidated financial statements for the year ended December 31, 2025, and the accompanying notes thereto included
(the "Audited Financial Statements") in the Annual Report on Form 20-F for the year ended December 31, 2025 filed on May 29, 2026 (“Annual Report”) with the United
States Securities and Exchange Commission (the “SEC”), which were prepared in accordance with generally accepted accounting principles in the United States ("U.S.
GAAP"), as well as the unaudited interim consolidated financial statements for the six months ended June 30, 2026, and the accompanying notes thereto, filed on Form 6-K
with the SEC (the "Unaudited Financial Statements" and together with the Audited Financial Statements, the “Financial Statements”) on August 27, 2026. This MD&A reports
our activities through June 30, 2026, unless otherwise indicated. Unless otherwise indicated, all amounts presented in this MD&A are in thousands of U.S. dollars.

Forward-looking statements are based on our current expectations and assumptions regarding our business, liquidity, our ability to continue as a going concern, cost-saving
initiatives, potential target businesses, the economy, and other future conditions. Because forward-looking statements relate to the future, by their nature, they are subject to
inherent uncertainties, risks, and changes in circumstances that are difficult to predict. Our actual results may differ materially from those contemplated by the forward-looking
statements as a result of various factors, including, without limitation, changes in local, regional, national or global political, economic, business, competitive, market (supply
and demand), and regulatory conditions. Please see “Forward-Looking Statements” in the Annual Report for more information regarding forward-looking statements.

Unless the context otherwise requires, references to the “Company” or “Mynd” refer to Mynd.ai, Inc., an exempted Cayman Islands company and its consolidated subsidiaries.

Overview

We are dedicated to creating a robust, seamless, and comprehensive digital communication and collaboration platform for the education, business, and public sectors. Our
solutions include a wide range of interactive tools and technologies, with our award-winning interactive displays, highlighted by the ActivPanel 10, ActivPanel LE, and
ActivPanel D, at the forefront. Our comprehensive software platforms, including ActivSuite, Explain Everything Advanced, and ActivInspire, are designed to make it easier
than ever to create captivating lessons, presentations, and training programs that immerse people in a world of vibrant multimedia, real-time collaboration, and imaginative
instruction.

Key Highlights for the Six Months Ended June 30, 2026 Compared to the Six Months Ended June 30, 2025

• Revenue of $73,369 was down 17.8% compared to prior-year period revenue of $89,272

• Gross profit percentage was up 220 bps to 23.9% from 21.7% in the prior-year period

• Total operating expenses were down 35.1% to $31,485 from $48,515 in the prior-year period

• Net loss narrowed 30.3% to $20,150 from $28,892 in the prior-year period

• Adjusted EBITDA  improved 52.0% from a prior-year loss of $18,987 to a loss of $9,117

• Net cash used in operating activities improved 35.9%, or $14,829, compared to the prior-year period

• Free cash flow  improved by $15,433, or 36.1%, from a prior-year period loss of $42,769 to a loss of $27,336

• Headcount decreased from 505 employees at December 31, 2024 to 344 employees at June 30, 2026

     Non-GAAP financial measure. Reconciliations to the most directly comparable U.S. GAAP financial measure are provided in "Key Metrics and Non-GAAP Measures"
tables below.

1

1

1
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Key Factors Affecting our Results of Operations

Our results of operations and financial condition are affected by the general factors affecting the education technology industry in the markets in which we operate. These
conditions include the level of overall economic growth, macroeconomic factors such as inflation, international trade and tariff policy, trends in education spending, and the
availability of government funding. Our performance is also affected by factors driving uptake of education technology in the markets in which we operate, such as
improvements in available education technology and software, and increasing broadband growth and internet access in emerging markets. Unfavorable changes in any of these
general factors have had, and could continue to have, a material adverse effect on our results of operations.

Our revenues and operating results historically fluctuate as a result of seasonal variations in our business, driven largely by the purchasing cycles of the educational market.
Since the majority of our revenue is driven by U.S. sales, and since, the bulk of expenditures by U.S. school districts occur in the second and third calendar quarters after receipt
of budget allocations, we expect seasonal fluctuations to continue. These fluctuations may result in volatility in our revenues and operating results and could adversely affect
our cash flows. As our business grows, these seasonal fluctuations may become more pronounced. As a result, we believe that sequential comparisons of our financial results
may not be indicative of our underlying operating performance or financial condition.

In the first half of 2026, we experienced a continuation of reduced education technology customer demand across the key markets in which we operate. We believe this
reduction in demand likely reflects uncertainty around future budget allocations for many of our customers, particularly in both the U.S. and German markets as it relates to the
timing and amount of future government funding programs. This follows multiple years of unusually high funding as a result of COVID-related government relief programs,
which have now ended.

In the U.S., the current federal administration's ongoing restructuring of the Department of Education and reductions to federal education funding have created additional
uncertainty for school districts regarding future budget levels. In Germany, our second-largest market, a funding gap between the expiration of the original DigitalPakt Schule
program and the smaller, differently focused DigitalPakt 2.0 program has depressed near-term demand for interactive displays. Management believes reduced spending has
affected the broader education technology market, and while there is currently no evidence indicating a material loss of competitive position, this reduced customer spending
nonetheless had a material impact on our revenue and operating results in the first half of 2026. Management believes demand may improve as schools begin future technology
refresh cycles, although the timing and extent of any recovery remains uncertain.

During 2025, we undertook a period of structural transformation across our senior leadership team, our product development strategies, and our go-to-market approach. Various
leadership changes, together with broader adjustments to the management teams reporting to our senior executives, supported our transformation initiatives in 2025. These
initiatives are designed to reduce operating costs, shorten the time between product launches through expanded partnerships with key suppliers and selected software partners,
and realign our global go-to-market approach toward channel, distributor, and reseller relationships. As part of these initiatives, total headcount decreased from 505 employees
at December 31, 2024 to 371 employees at December 31, 2025, and decreased further to 344 employees at June 30, 2026. The positive impact of this structural transformation
is reflected in our operating results for the six months ended June 30, 2026, including a 35.1% reduction in total operating expenses, a 30.3% improvement in net loss, and a
52.0% improvement in Adjusted EBITDA loss compared to the prior-year period. Additionally, net cash used in operating activities and free cash flow both improved by
36.1%, compared to the prior-year period. See "Key Metrics and Non-GAAP Measures" below for a reconciliation of Adjusted EBITDA and free cash flow to the most directly
comparable GAAP measures and a discussion of management's use of these measures.

We actively monitor trade policy and tariff announcements between the U.S. and other countries throughout the world which could result in the imposing of new and/or
additional tariffs. During the six months ended June 30, 2026, we recorded a benefit to cost of revenue as a result of refunds of certain previously paid U.S. tariffs, as well as
the release of certain related accrued liabilities. We evaluate the impact of any such tariffs on our business and financial condition, and consider actions we may take to mitigate
the impact. There can be no assurance that the future imposition of any tariffs, changes thereto or potential actions taken by countries in response to the tariffs will not have a
material adverse effect upon our results of operations, financial condition, or liquidity in any period, or that any actions we take to mitigate the impact of the tariffs will be
effective.
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Key Metrics and Non-GAAP Measures

In reviewing our financial information, management focuses on a number of operating and financial metrics, including the following key metrics, to evaluate our business,
measure our performance, identify trends affecting our business, formulate business plans, and make strategic decisions.

In addition to presenting financial measures in accordance with accounting principles generally accepted in the U.S. GAAP, management's discussion may contain references to
earnings before interest, taxes, depreciation and amortization ("EBITDA"), Adjusted EBITDA, and Free Cash Flow, which are non-GAAP financial measures. The non-GAAP
financial measures presented herein should not be considered a substitute for, or superior to, the measures of financial performance prepared in accordance with GAAP.

EBITDA, Adjusted EBITDA, and Free Cash Flow are not presentations made in accordance with U.S GAAP, and our use of the terms EBITDA, Adjusted EBITDA, and Free
Cash Flow may vary from the use of similarity titled measures by others in our industry due to the potential of inconsistencies in the method of calculation and differences due
to items subject to interpretation.

Management uses EBITDA and Adjusted EBITDA (1) to compare our operating performance on a consistent basis, (2) to calculate incentive compensation for our employees,
(3) for planning purposes including for purposes of preparing our internal annual operating budget, (4) to evaluate the performance and effectiveness of our operational
strategies, and (5) to assess compliance with various metrics associated with the agreements governing our indebtedness. EBITDA and Adjusted EBITDA also eliminate certain
items that affect period-over-period comparability and provide consistency with past financial performance, as well as provide additional information about underlying results
and trends by excluding certain items that may not be indicative of our business, results of operations, or outlook. Accordingly, we believe that EBITDA and Adjusted EBITDA
provides useful information in understanding and evaluating our operating performance in the same manner as management.

We consider Free Cash Flow to be a liquidity measure, and therefore, we adjust our Free Cash Flow metric with amounts that directly impact the cash flows in the period, in
addition to our operating activities. Free Cash Flow provides useful information to management and investors about the amount of cash generated by our operations, deducting
for investments in or payments for property and equipment and internal-use software development costs to maintain and grow our business.

We believe the presentation of EBITDA, Adjusted EBITDA, and Free Cash Flow provides useful information to management and investors regarding financial and business
trends related to our results of operations and that when non-GAAP financial information is viewed with U.S. GAAP financial information, investors are provided with a
meaningful understanding of our ongoing operating performance.

Non-GAAP measures should not be considered as alternatives to performance measures derived in accordance with U.S. GAAP as a measure of operating performance or
liquidity. EBITDA, Adjusted EBITDA, and Free Cash Flow have important limitations as an analytical tool and should not be considered in isolation or as a substitute for
analysis of our results as reported under U.S. GAAP. Reconciliations between the non-GAAP financial measures and the most directly comparable U.S. GAAP measure are
included where applicable.

Revenue

Six Months Ended June 30,
2026 2025

(in thousands)
Revenue $ 73,369 $ 89,272
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We generate the majority of our revenue from the sales of hardware and accessory products to a global network of distributors and resellers, who are considered the customers
for these products. Although not currently significant to our overall operations, we continue to focus on software-as-a-service ("SaaS") product offerings, with a goal of
realizing consistent revenue growth in this line of business in the coming years. Other major sources of revenue include the sale of extended warranties on our hardware
products and training services for the use of our hardware.

Revenue is recognized based on when the customer obtains control of the distinct good or service. For hardware revenue, this occurs at the point in time when the goods are
shipped by a third-party carrier or when the goods are made available for pick-up by the customer. For SaaS, extended warranties, and training services, revenue recognition
occurs over time, as the related services are delivered.

Gross Profit

Six Months Ended June 30,
2026 2025

(in thousands, except for %)
Gross profit $ 17,538 $ 19,388
Gross profit as a percentage of revenue 23.9% 21.7%

Gross profit primarily represents the difference between the product cost from our suppliers, including the cost of inbound freight, and the sales price to our customers. Gross
profit also reflects a number of other costs including, but not limited to, costs of providing warranties on our products, warehousing, amortization of certain intangible assets,
depreciation of certain property, plant, and equipment, and allocations of certain employee costs and other shared costs.

Net Loss

Six Months Ended June 30,
2026 2025

(in thousands)
Net loss $ (20,150) $ (28,892)
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EBITDA

We define EBITDA as net loss adjusted for interest expense, interest income, income tax expense, and depreciation and amortization.

Reconciliation of EBITDA to net loss:

Six Months Ended June 30,
2026 2025

(in thousands)
Net loss $ (20,150) $ (28,892)
Interest expense 5,139  4,913 
Interest income (30) (637)
Income tax expense 80  41 
Depreciation and amortization 2,878  4,697 

EBITDA $ (12,083) $ (19,878)

Adjusted EBITDA

We define Adjusted EBITDA as net loss adjusted for interest expense, interest income, income tax expense (benefit), depreciation and amortization, as well as non-cash, non-
operating expenses such as share-based compensation, changes in the fair value of derivative instruments, and other income (expense); and other significant items that
management does not consider indicative of normal operations. Other significant items, such as one-time, unplanned and/or infrequent events we believe are outside the
ordinary course of our operations, including transaction-related costs, restructuring costs, and litigation costs and penalties, involve distinct initiatives that are not reflective of
core operating activities, and affect the comparability of our operational results across reporting periods.

Reconciliation of Adjusted EBITDA to net loss:

Six Months Ended June 30,
2026 2025

(in thousands)
Net loss $ (20,150) $ (28,892)
Interest expense 5,139  4,913 
Interest income (30) (637)
Income tax expense 80  41 
Depreciation and amortization 2,878  4,697 
Share-based compensation 967  1,037 
Loss (gain) on embedded derivative 22  (2,143)
Other expense (income), net 992  (2,409)
Transaction-related costs —  53 
Restructuring and other expenses 985  4,353 

Adjusted EBITDA $ (9,117) $ (18,987)

 Refers to employee severance costs, contract termination costs, facility restructuring, and business restructuring efforts undertaken by management.

Free Cash Flow

We calculate Free Cash Flow as net cash flows from operating activities as presented in the statement of cash flows of our financial statements less cash flows required for: (i)
acquisition of property and equipment; and (ii) development costs associated with internal-use software.

(1)

(1)
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Reconciliation of Free Cash Flow to net cash used in operating activities:

Six Months Ended June 30,
2026 2025

(in thousands)
Net cash used in operating activities $ (26,440) $ (41,269)
Internal-use software development costs (833) (1,467)
Acquisition of property and equipment, other than internal-use software development costs (63) (33)

Free Cash Flow $ (27,336) $ (42,769)
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Results of Operations for the Six Months Ended June 30, 2026 and 2025

The following discussion and analysis highlights items that affected our results of operations for the six months ended June 30, 2026 and 2025, as follows:

Six Months Ended June 30, 2025 - 2026 Change
2026 2025 $ %

(in thousands, except for percentages)
Revenue $ 73,369  $ 89,272  $ (15,903) (17.8)%

Cost of revenue 55,831  69,884  (14,053) (20.1)%

Gross profit 17,538  19,388  (1,850) (9.5)%

Gross profit as a percentage of revenue 23.9 % 21.7 %
Operating expenses, net:

General and administrative $ 9,671  $ 14,928  $ (5,257) (35.2)%
Research and development 4,888  7,782  (2,894) (37.2)%
Sales and marketing 15,941  21,399  (5,458) (25.5)%
Transaction-related costs —  53  (53) (100.0)%

Restructuring and other expenses 985  4,353  (3,368) (77.4)%

Total operating expenses 31,485  48,515  (17,030) (35.1)%

Operating loss (13,947) (29,127) 15,180  (52.1)%

Other income (expense):
Interest expense (5,139) (4,913) (226) 4.6 %
Interest income 30  637  (607) (95.3)%
(Loss) gain on embedded derivative (22) 2,143  (2,165) (101.0)%
Other (expense) income (992) 2,409  (3,401) (141.2)%

Total other (expense) income (6,123) 276  (6,399) (2,318.5)%

Net loss before income taxes (20,070) (28,851) 8,781  (30.4)%
Income tax expense (80) (41) (39) 95.1 %

Net loss $ (20,150) $ (28,892) $ 8,742  (30.3)%

Revenue

Total revenue decreased $15,903, or 17.8%, to $73,369 for the six months ended June 30, 2026 from $89,272 for the six months ended June 30, 2025. Revenue was down
across nearly all regions, with the U.S. market showing the largest dollar value decline and the German market showing the largest percentage decline. On a product basis, a
year-over-year decline in hardware revenue was partially offset by increases in service and SaaS revenue. As discussed above, we believe this decline was driven by elevated
uncertainty amongst our customers regarding future budget allocations and represents an industry-wide phenomenon that affected the entire education technology market.
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Cost of revenue

Costs of revenue decreased $14,053, or 20.1%, to $55,831 for the six months ended June 30, 2026 from $69,884 for the six months ended June 30, 2025. The most significant
driver of the decrease was the overall reduction in sales volume.  In addition, cost of revenue decreased year-over-year as a result of certain adjustments. First, there was a
benefit to cost of revenue in 2026 as a result of our intangible assets previously included in cost of revenue becoming fully amortized as of the end of 2025. Second, there was a
benefit recorded to cost of revenue due to the release of certain accrued liabilities for U.S. tariffs, as well as refunds for certain previously paid U.S. tariffs. Finally, our overall
warranty provision liability decreased year-over-year, as units whose warranties expired exceeded new units sold in the first six months of 2026.

Gross profit

Gross profit of $17,538 (gross margin of 23.9%) for the six months ended June 30, 2026 declined from $19,388 (gross margin of 21.7%) for the six months ended June 30,
2025. The decrease in gross profit was primarily due to the year-over-year reduction in revenue. Gross profit as a percentage of revenue improved, however, as a result of the
adjustments recorded to reduce cost of revenue in the first six months of 2026, which are described in detail above.

Operating expenses, net

General and administrative expenses decreased $5,257, or 35.2%, to $9,671 for the six months ended June 30, 2026, driven primarily by lower employee-related costs resulting
from a reduction in overall headcount and the restructuring of senior leadership, together with lower consulting and professional services costs. These costs reductions were
consistent with management's structural transformation initiatives, together with increased reimbursements from NetDragon Websoft Holdings Limited ("NetDragon"), our
controlling shareholder, for finance and accounting services provided and costs incurred on NetDragon's behalf.

Research and development expenses decreased $2,894, or 37.2%, to $4,888 for the six months ended June 30, 2026, reflecting our change in product development strategy. This
change in strategy has included a significant decline in research and development employee headcount, a shift of a portion of the remaining headcount to lower cost
jurisdictions, and expanded partnerships with key suppliers and selected software companies intended to enhance and accelerate development of our product portfolio.

Sales and marketing expenses decreased $5,458, or 25.5%, to $15,941 for the six months ended June 30, 2026, resulting from streamlining and simplifying our global go-to-
market approach, with an increased focus on closer partnerships with our channel distributors and significant resellers to maintain market coverage.

Transaction-related costs were $53 for the six months ended June 30, 2025. There were no transaction-related costs in 2026.

Restructuring and other expenses decreased $3,368 or 77.4%, to $985 for the six months ended June 30, 2026, compared to $4,353 for the six months ended June 30, 2025. The
decrease was the result of a decreased number of severance payments occurring during the six months ended June 30, 2026 relative to the prior period in 2025. These
restructuring expenses were directly related to the leadership changes, product development strategy adjustments, and global go-to-market realignment undertaken by
management during 2025, which continued in 2026.

Other (expense) income

Other (expense) income decreased $6,399 from income of $276 for the six months ended June 30, 2025 to expense of $6,123 for the six months ended June 30, 2026. This
decrease was driven primarily by a year-over-year reduction in the gain on the derivative instrument embedded in our convertible note due to the change in the fair value of that
instrument, as well as a decrease in interest income due to a lower overall cash balance in the first half of 2026. This decrease was also partially due to unfavorable foreign
currency exchange rate fluctuations year-over-year, with the U.S. dollar strengthening against both the British pound and the euro during 2026.
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Income tax expense

The income tax expense changed by $39, or 95.1%, to $80 for the six months ended June 30, 2026, as compared to $41 for the six months ended June 30, 2025. The income tax
expense recorded in both 2026 and 2025 is the net of estimated current tax expense that will be owed in jurisdictions without a full valuation allowance, partially offset by any
available deferred tax benefit on reversing book-tax differences.

Liquidity and Capital Resources

Liquidity refers to the ability to generate sufficient cash resources to meet our payment obligations. Capital refers to the long-term financial resources available to support the
operations of the business, fund business growth and provide for an ability to withstand adverse circumstances.

The following discussion and analysis highlight items that affected our liquidity and capital resources for the six months ended June 30, 2026, and 2025, as follows:

Six Months Ended June 30, 2025 - 2026 Change
2026 2025 $ %

(in thousands, except for percentages)
Cash flows:
Net cash used in operating activities before changes in operating assets and
liabilities $ (12,854) $ (21,955) $ 9,101  (41.5)%
Net change in operating assets and liabilities (13,586) (19,314) 5,728  (29.7)%

Net cash used in operating activities (26,440) (41,269) 14,829  (35.9)%
Net cash used in investing activities (896) (1,500) 604  (40.3)%
Net cash provided by (used in) financing activities $ 15,464  $ (3,241) $ 18,705  (577.1)%

Cash Flows from Operating Activities

During the six months ended June 30, 2026, net cash used in operating activities, before considering changes in operating assets and liabilities, of $12,854 was primarily related
to $20,150 net loss. Significant non-cash expense that was treated as an add-back in reconciling net loss to cash used in operating activities included depreciation and
amortization of $2,878, non-cash lease expense of $565, non-cash interest expense of $3,259, and share-based compensation expense of $967. This non-cash expense was
partially offset by noncash income of $1,345 related to the amortization of deferred above-the-line tax credits generated through the U.K. Research and Development
Expenditure Credit ("RDEC") program. The $13,586 net cash outflow from changes in operating assets and liabilities during the six months ended June 30, 2026 was driven
primarily by decreases in accounts payable and accrued expenses and other current liabilities, and operating lease liabilities reflecting the timing of vendor payments and lower
accrued costs as operating activity declined. These outflows were partially offset by a decrease in inventories, and by reduced inflows from accounts receivable and amounts
due to related parties.

During the six months ended June 30, 2025, net cash used in operating activities before changes in operating assets and liabilities, of $21,955 was primarily related to $28,892
net loss. Significant non-cash expense that was treated as an add-back in reconciling net loss to cash used in operating activities included depreciation and amortization of
$4,697, non-cash lease expense of $766, non-cash interest expense of $2,799, and share-based compensation expense of $1,037. Other significant non-cash activity during the
period included a gain of $2,143 related to the change in the fair value of the embedded derivative associated with our convertible note, and the recognition of a $1,005 benefit
for the amortization of deferred above-the-line RDEC. We also realized a net cash outflow as a result of changes in working capital of $19,314 during the first six months of
2025, largely driven by a reduction in our accounts payable and accrued expense and other liabilities, partially offset by a reduction in prepaid expenses and other assets.
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Cash Flows from Investing Activities

Cash used in investing activities during the six months ended June 30, 2026 of $896 was primarily attributable to cash paid for internal software development of $833.

Cash used in investing activities during the six months ended June 30, 2025 of $1,500 was primarily attributable to cash paid for internal software development of $1,467.

Cash Flows from Financing Activities

Cash provided by financing activities during the six months ended June  30, 2026 was $15,464, primarily resulting from proceeds from the Inventory Management and
Consultancy Agreement (the "Inventory Agreement") of $18,637, partially offset by repayments on our Bank of America revolving credit facility of $3,000. See further
discussion of these two instruments in the "Sources of Liquidity" section below.

Cash used in financing activities during the six months ended June 30, 2025 was $3,241, primarily resulting from net repayments on our Bank of America revolving credit
facility of $3,000.

Sources of Liquidity

To date, our operations have been financed principally through cash flows generated from our operations as well as debt and equity financing. As of June 30, 2026, we had
$7,040 of cash, cash equivalents, including $220 of restricted cash.

On January 14, 2026, we entered into the Inventory Agreement with NetDragon, under which NetDragon assumes initial payment responsibility for our hardware supplier
invoices, subject to a revolving cap of $50,000, and provides supply-chain consulting services. We are obligated to reimburse NetDragon within 365 days of inventory receipt,
together with simple interest at 3% per annum. During the six months ended June 30, 2026, we received $18,637 under the Inventory Agreement, Subsequent to June 30, 2026,
NetDragon funded an additional $5,666 of paid supplier invoices under the Inventory Agreement. After giving effect to these subsequent fundings, cumulative amounts funded
under the Inventory Agreement were $24,303, and remaining availability under the revolving cap was $25,697.

On July 17, 2024, we filed a shelf registration statement on Form F-3 with the SEC that allows the Company to offer, issue and sell from time to time up to $50.0 million of our
ordinary shares, American Depositary Shares (“ADS”) representing ordinary shares, preferred shares, subscription rights, warrants and/or a combination of such securities,
separately or as units, in one or more offerings. Each ADS represents 10 ordinary shares. As a result of the untimely filing of our Annual Report on Form 20-F for the fiscal
year ended December 31, 2025, we do not currently satisfy the timely filing requirements of Form F-3 and are unable to conduct offerings under the shelf registration statement
until such time as all reports have been timely filed during the preceding twelve calendar months. Assuming all future reports are filed on a timely basis, we expect to regain
eligibility to conduct offerings under the shelf registration statement in mid-2027.

In December 2023, we issued a senior secured convertible note, in the principal amount of $65,000 (the “Convertible Note”) with a stated maturity of December 13, 2028. The
Convertible Note bears (i) cash interest at the rate of 5.00% per annum and (ii) paid-in-kind interest ("PIK") at the rate of 5.00% per annum, payable by issuing additional notes.
Both the cash interest and PIK interest are payable semiannually on June 15 and December 15 of each year. During the six months ended June 30, 2026 and 2025, cash interest
of $1,789 and $1,703, respectively, was paid. PIK interest is payable by issuing additional notes in an amount equal to the applicable amount of PIK interest for the interest
period. In prior years, we issued additional Notes in the aggregate amount of $6,767 representing PIK interest, and on June 15, 2026, we issued an additional Note for PIK
interest in the amount of $1,789. As of June 30, 2026, the carrying value of our Convertible Notes was approximately $64,157, net of unamortized debt discount and issuance
costs. Assuming the Convertible Notes remain outstanding through their December 13, 2028 maturity, we expect an aggregate of approximately $83,239 due at maturity,
representing the principal amount outstanding at June 30, 2026 plus PIK interest projected to accrue through maturity. The Convertible Notes are secured by substantially all of
our assets and contain negative covenants restricting additional indebtedness, liens, and certain dispositions without noteholder consent.
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Since 2018, we had a secured revolving line of credit with Bank of America (the "Revolver"). However, on February 24, 2026, at our request, we entered into an eighth
amendment to the Revolver (the “Eighth Amendment”). The Eighth Amendment provided for scheduled repayments of outstanding Revolver balances beginning on February
27, 2026 and required that all remaining obligations under the facility be cash collateralized in a manner satisfactory to Bank of America by no later than April 30, 2026. On
July 10, 2026, we provided to Bank of America, and Bank of America accepted, a Payoff Confirmation Letter wherein we confirmed our intent to terminate the Revolver and
the “Loan Documents” related to the Revolver (the “Payoff Letter”). We subsequently delivered, pursuant to the terms set forth in the Payoff Letter, $1,390 that was posted as
cash collateral with respect to outstanding letters of credit issued to third parties by Bank of America that remain in force and effect for our benefit. This resulted in the
satisfaction in full of all our obligations under the Loan Documents relating to the Revolver and the termination of the Revolver and all Loan Documents, obligations and
guarantees relating to the Revolver.

Our primary sources of liquidity are cash on hand, cash flows from operations, and funding provided by NetDragon under the Inventory Agreement. We continue to experience
operating losses and negative operating cash flows. Following the termination of the Revolver, we do not maintain an independent third-party credit facility, and our liquidity
plan assumes continued availability of funding under the Inventory Agreement, realization of anticipated cost savings initiatives, and improvement in operating performance. If
these assumptions are not achieved, we may be required to seek additional financing or implement additional operating cost reductions. However, if we are able to achieve our
liquidity plan, we believe that our existing sources of liquidity will allow us to fund our operations and capital needs for at least the next 12 months.

Critical Accounting Estimates

In Item 5E. Critical Accounting Estimates included in our Annual Report we have disclosed those accounting estimates that we consider to be significant in determining our
results of operations and financial condition. There have been no changes to those estimates that we consider to be material or significant since the filing of our Annual Report.
The accounting principles used in preparing our unaudited consolidated financial statements conform in all material respects to U.S. GAAP.

Long‑lived assets, other than goodwill and indefinite‑lived intangibles, are evaluated for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset group may not be recoverable from future undiscounted cash flows expected to be generated by that asset group. We perform our annual impairment
assessments for goodwill and indefinite-lived intangible assets as of December 31 and between annual tests if a triggering event occurs.

Our impairment analyses require significant judgments about future revenues, cash flows, discount rates, long-term growth rates and margins, and for the indefinite-lived
tradename assumed royalty rates. Our fair value estimates are sensitive to: (i) the weighted average cost of capital (which reflects premiums in market interest rates and
business specific risk); (ii) long-term revenue and margin (including assumed customer demand and adoption rates and product pricing); and (iii) a terminal growth consistent
with long-term market expectations. For indefinite-lived intangible assets evaluated under an income approach, the assumed royalty rate and discount rate are particularly
sensitive drivers of value.

In the first half of 2026, we observed a continuation of reduced education technology customer demand throughout all of the key markets in which we operate, among other
conditions, which led management to conclude that a triggering event had occurred as of June 30, 2026. As of June 30, 2026, we estimated the reporting unit’s fair value using
the income approach (discounted cash flow) and concluded that fair value exceeded carrying value, which was negative. Accordingly, no goodwill impairment was recognized.
We also tested our indefinite-lived tradename as of June 30, 2026 using an income approach (relief from royalty) and concluded its fair value exceeded its carrying amount.
While fair value exceeded the carrying value, the margin of headroom has narrowed relative to recent years. As a result, relatively minor adverse changes in assumptions or
market conditions could result in an impairment in a future period.
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Given economic uncertainty and other factors affecting management’s assumptions underlying the valuation of our long-lived assets, goodwill, and indefinite-lived intangible
asset, the assumptions and projections used in the analyses may not be realized and our current estimates could vary significantly in the future, which may result in impairment
charges. We may experience additional unforeseen circumstances that adversely affect the value of these assets, and trigger an evaluation of the recorded amount. Future write-
offs as a result of an impairment could have a material adverse impact on our business, financial condition, and operating results.
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