[bookmark: cxappinc_10q.htm][bookmark: kscxappinc_10q][bookmark: cxappinc_10q.htm][bookmark: kscxappinc_10q]
	 
	 
	 
	 
	 


 
 
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
 
[bookmark: xdx_90A_edei--DocumentType_c20260101__20]FORM 10-Q
 
(Mark One)
[bookmark: xdx_902_edei--DocumentQuarterlyReport_c2]☒ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
 
[bookmark: xdx_909_edei--DocumentPeriodEndDate_c202]For the quarter ended June 30, 2026
 
[bookmark: xdx_907_edei--DocumentTransitionReport_c]☐ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
 
For the transition period           to          
 
[bookmark: xdx_90C_edei--EntityFileNumber_c20260101]Commission File Number: 001-39642
 
[bookmark: xdx_90C_edei--EntityRegistrantName_c2026]CXApp Inc.
(Exact name of Registrant as Specified in Its Charter)
 
	[bookmark: xdx_90B_edei--EntityIncorporationStateCo]Delaware
	 
	[bookmark: xdx_90C_edei--EntityTaxIdentificationNum]85-2104918

	(State or other jurisdiction of
incorporation or organization)
	 
	(I.R.S. Employer
Identification No.)


 
[bookmark: xdx_903_edei--EntityAddressAddressLine1_][bookmark: xdx_905_edei--EntityAddressAddressLine2_]Four Palo Alto Square, Suite 200
[bookmark: xdx_90F_edei--EntityAddressAddressLine3_]3000 El Camino Real
[bookmark: xdx_908_edei--EntityAddressCityOrTown_c2][bookmark: xdx_90F_edei--EntityAddressStateOrProvin][bookmark: xdx_907_edei--EntityAddressPostalZipCode]Palo Alto, CA 94306
(Address of principal executive offices, zip code)
 
[bookmark: xdx_90E_edei--CityAreaCode_c20260101__20][bookmark: xdx_900_edei--LocalPhoneNumber_c20260101](650) 785-7171
(Registrant’s telephone number)
 
Securities registered pursuant to Section 12(b) of the Act:
 
	Title of each class
	 
	Trading Symbol
	 
	Name of each exchange on which registered

	[bookmark: xdx_905_edei--Security12bTitle_c20260101]Class A common stock, $0.0001 par value per share
	 
	[bookmark: xdx_90F_edei--TradingSymbol_c20260101__2]CXAI
	 
	[bookmark: xdx_905_edei--SecurityExchangeName_c2026]The Nasdaq Stock Market LLC

	[bookmark: xdx_904_edei--Security12bTitle_c20260101]Warrants to purchase common stock
	 
	[bookmark: xdx_90A_edei--TradingSymbol_c20260101__2]CXAIW
	 
	[bookmark: xdx_906_edei--SecurityExchangeName_c2026]The Nasdaq Stock Market LLC


 
[bookmark: xdx_903_edei--EntityCurrentReportingStat]Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes ☒   No ☐
 
[bookmark: xdx_901_edei--EntityInteractiveDataCurre]Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes ☒   No ☐
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company, or an emerging growth company. See definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.
 
	Large accelerated filer
	☐
	Accelerated filer
	☐

	[bookmark: xdx_908_edei--EntityFilerCategory_c20260]Non-accelerated filer
	☒
	Smaller reporting company
	[bookmark: xdx_907_edei--EntitySmallBusiness_c20260]☒

	 
	 
	Emerging growth company
	[bookmark: xdx_90A_edei--EntityEmergingGrowthCompan]☐


 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐
 
[bookmark: xdx_902_edei--EntityShellCompany_c202601]Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes ☐   No ☒
 
[bookmark: xdx_908_edei--EntityCommonStockSharesOut]As of August 12, 2026, there were 116,870,315 shares of Class A common stock, $0.0001 par value, issued and outstanding.
 
 
 
 
 
 
CXAPP INC.
 
TABLE OF CONTENTS
 
	PART I. FINANCIAL INFORMATION
	 
	1

	 
	 
	 

	Item 1. Interim Financial Statements
	 
	1

	Condensed Consolidated Balance Sheets as of June 30, 2026 (unaudited) and December 31, 2025
	 
	1

	Condensed Consolidated Statements of Operations and Comprehensive Loss for the three and six months ended June 30, 2026 and June 30, 2025 (unaudited)
	 
	2

	Condensed Consolidated Statements of Stockholders’ Equity for the three and six months ended June 30, 2026 and June 30, 2025 (unaudited)
	 
	3

	Condensed Consolidated Statements of Cash Flows for the six months ended June 30, 2026 and June 30, 2025 (unaudited)
	 
	5

	Notes to Unaudited Condensed Consolidated Financial Statements
	 
	6

	Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
	 
	36

	Item 3. Quantitative and Qualitative Disclosures About Market Risk
	 
	47

	Item 4. Controls and Procedures
	 
	47

	 
	 
	 

	PART II. OTHER INFORMATION
	 
	48

	 
	 
	 

	Item 1. Legal Proceedings
	 
	48

	Item 1A. Risk Factors
	 
	48

	Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
	 
	48

	Item 3. Defaults Upon Senior Securities
	 
	48

	Item 4. Mine Safety Disclosures
	 
	48

	Item 5. Other Information
	 
	48

	Item 6. Exhibits
	 
	49

	 
	 
	 

	SIGNATURES
	 
	51


 
i
 
 
[bookmark: a_001]PART I. FINANCIAL INFORMATION
 
[bookmark: a_002]Item 1: Interim Financial Statements
 
[bookmark: a_003]CXAPP INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)
 
[bookmark: xdx_30B_111_pn3n3_zEfyU7dCnfv4][bookmark: xdx_30B_111_pn3n3_zEfyU7dCnfv4]
	 
	 
	[bookmark: xdx_492_20260630_zzQ78jWu4hMg] 
	 
	 
	 
	[bookmark: xdx_492_20251231_z1BzXGeXzJrj] 
	 
	 

	 
	 
	June 30,
2026
	 
	 
	December 31,
2025
	 

	 
	 
	(unaudited)
	 
	 
	 
	[bookmark: xdx_40D_eus-gaap--AssetsAbstract_iB_zYG4] 

	Assets
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_408_eus-gaap--AssetsCurrentAbstract_] 

	Current Assets
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_403_eus-gaap--CashAndCashEquivalents] 

	Cash and cash equivalents
	 
	$
	11,675
	 
	 
	$
	11,101
	[bookmark: xdx_406_eus-gaap--AccountsReceivableNetC] 

	[bookmark: xdx_90A_eus-gaap--AccountsNotesAndLoansR][bookmark: xdx_904_eus-gaap--AccountsNotesAndLoansR]Accounts receivable, net of allowance for expected credit losses of $37 and $0, respectively
	 
	 
	706
	 
	 
	 
	789
	[bookmark: xdx_402_eus-gaap--OtherReceivablesNetCur] 

	Unbilled and other receivables
	 
	 
	446
	 
	 
	 
	178
	[bookmark: xdx_409_eus-gaap--PrepaidExpenseAndOther] 

	Prepaid expenses and other current assets
	 
	 
	631
	 
	 
	 
	765
	[bookmark: xdx_408_eus-gaap--AssetsCurrent_i01TI_mt] 

	Total current assets
	 
	 
	13,458
	 
	 
	 
	12,833
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_404_eus-gaap--PropertyPlantAndEquipm] 

	Property and equipment, net
	 
	 
	78
	 
	 
	 
	39
	[bookmark: xdx_40F_eus-gaap--IntangibleAssetsNetExc] 

	Intangible assets, net
	 
	 
	14,803
	 
	 
	 
	12,672
	[bookmark: xdx_407_eus-gaap--OperatingLeaseRightOfU] 

	Operating lease right-of-use asset, net
	 
	 
	426
	 
	 
	 
	224
	[bookmark: xdx_402_eus-gaap--Goodwill_i01I_maCzumH_] 

	Goodwill
	 
	 
	7,681
	 
	 
	 
	6,589
	[bookmark: xdx_40F_eus-gaap--OtherAssetsNoncurrent_] 

	Other assets
	 
	 
	94
	 
	 
	 
	73
	[bookmark: xdx_403_eus-gaap--Assets_iTI_mtCzumH_z8M] 

	Total Assets
	 
	$
	36,540
	 
	 
	$
	32,430
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_403_eus-gaap--LiabilitiesAndStockhol] 

	Liabilities and Stockholders’ Equity
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_409_eus-gaap--LiabilitiesCurrentAbst] 

	Current Liabilities
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_409_eus-gaap--AccountsPayableCurrent] 

	Accounts payable
	 
	$
	1,679
	 
	 
	$
	766
	[bookmark: xdx_40B_eus-gaap--AccruedLiabilitiesCurr] 

	Accrued liabilities
	 
	 
	3,676
	 
	 
	 
	2,281
	[bookmark: xdx_405_eus-gaap--DeferredRevenueCurrent] 

	Deferred revenue
	 
	 
	1,365
	 
	 
	 
	1,465
	[bookmark: xdx_403_eus-gaap--ExtendedProductWarrant] 

	Warrant liability
	 
	 
	1,199
	 
	 
	 
	1,051
	[bookmark: xdx_400_eus-gaap--OperatingLeaseLiabilit] 

	Operating lease obligation, current
	 
	 
	258
	 
	 
	 
	195
	[bookmark: xdx_401_eus-gaap--OtherLiabilitiesCurren] 

	Other current liabilities
	 
	 
	23
	 
	 
	 
	-
	[bookmark: xdx_404_eus-gaap--LiabilitiesCurrent_i02] 

	Total current liabilities
	 
	 
	8,200
	 
	 
	 
	5,758
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_402_eus-gaap--OperatingLeaseLiabilit] 

	Operating lease obligation, noncurrent
	 
	 
	170
	 
	 
	 
	31
	[bookmark: xdx_402_eus-gaap--DeferredIncomeTaxLiabi] 

	Deferred tax
	 
	 
	26
	 
	 
	 
	-
	[bookmark: xdx_40F_eus-gaap--ConvertibleDebtCurrent] 

	Convertible debt
	 
	 
	10,062
	 
	 
	 
	12,659
	[bookmark: xdx_40B_eus-gaap--OtherLiabilitiesNoncur] 

	Other noncurrent liabilities
	 
	 
	31
	 
	 
	 
	-
	[bookmark: xdx_40E_eus-gaap--Liabilities_i02TI_mtCz] 

	Total Liabilities
	 
	 
	18,489
	 
	 
	 
	18,448
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_404_eus-gaap--CommitmentsAndContinge] 

	Commitments and Contingencies
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_408_eus-gaap--StockholdersEquityAbst] 

	Stockholders’ Equity
	 
	 
	 
	 
	 
	 
	 
	 

	[bookmark: xdx_902_eus-gaap--CommonStockParOrStated][bookmark: xdx_900_eus-gaap--CommonStockParOrStated][bookmark: xdx_902_eus-gaap--CommonStockSharesAutho][bookmark: xdx_909_eus-gaap--CommonStockSharesAutho][bookmark: xdx_902_eus-gaap--CommonStockSharesOutst][bookmark: xdx_90C_eus-gaap--CommonStockSharesIssue][bookmark: xdx_905_eus-gaap--CommonStockSharesOutst][bookmark: xdx_90E_eus-gaap--CommonStockSharesIssue]Class A Common Stock, $0.0001 par value; 200,000,000 shares authorized; 109,196,651 shares issued and outstanding as of June 30, 2026, and 33,773,696 shares issued and outstanding as of December 31, 2025
	 
	[bookmark: xdx_982_eus-gaap--CommonStockValue_iI_pn] 
	11
	 
	 
	[bookmark: xdx_98D_eus-gaap--CommonStockValue_iI_pn] 
	3
	[bookmark: xdx_405_eus-gaap--AdditionalPaidInCapita] 

	Additional paid-in capital
	 
	 
	121,485
	 
	 
	 
	104,691
	[bookmark: xdx_403_eus-gaap--RetainedEarningsAccumu] 

	Accumulated deficit
	 
	 
	(103,305
	)
	 
	 
	(90,682
	[bookmark: xdx_40D_eus-gaap--AccumulatedOtherCompre])

	Accumulated other comprehensive loss
	 
	 
	(140
	)
	 
	 
	(30
	[bookmark: xdx_400_eus-gaap--StockholdersEquity_iTI])

	Total Stockholders’ Equity
	 
	 
	18,051
	 
	 
	 
	13,982
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_409_eus-gaap--LiabilitiesAndStockhol] 

	Total Liabilities and Stockholders’ Equity
	 
	$
	36,540
	 
	 
	$
	32,430
	 


 
The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
 
1
 
 
[bookmark: a_004]CXAPP INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(Unaudited, in thousands, except share and per share data)
 
[bookmark: xdx_308_113_pn3n3_z4YbUvHwXYWd][bookmark: xdx_308_113_pn3n3_z4YbUvHwXYWd]
	 
	 
	[bookmark: xdx_493_20260401__20260630_zuyzFGPmAl47] 
	 
	 
	 
	[bookmark: xdx_493_20250401__20250630_zTubjVYrsGEl] 
	 
	 
	 
	[bookmark: xdx_497_20260101__20260630_zr6suiKOeyHe] 
	 
	 
	 
	[bookmark: xdx_499_20250101__20250630_zWlHhZxT5vL4] 
	 
	 

	 
	 
	Three Months Ended
June 30,
2026
	 
	 
	Three Months Ended
June 30,
2025
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2025
	[bookmark: xdx_40C_eus-gaap--Revenues_maCz5lJ_zoe60] 

	Revenues
	 
	$
	1,694
	 
	 
	$
	1,223
	 
	 
	$
	2,644
	 
	 
	$
	2,447
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_406_eus-gaap--CostOfRevenue_msCz5lJ_] 

	Cost of Revenues (excluding depreciation and amortization)
	 
	 
	623
	 
	 
	 
	171
	 
	 
	 
	783
	 
	 
	 
	321
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40B_eus-gaap--GrossProfit_iT_mtCz5lJ] 

	Gross Profit
	 
	 
	1,071
	 
	 
	 
	1,052
	 
	 
	 
	1,861
	 
	 
	 
	2,126
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40E_eus-gaap--OperatingExpensesAbstr] 

	Operating Expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_404_eus-gaap--ResearchAndDevelopment] 

	Research and development
	 
	 
	1,688
	 
	 
	 
	2,193
	 
	 
	 
	3,190
	 
	 
	 
	3,669
	[bookmark: xdx_40B_eus-gaap--SellingAndMarketingExp] 

	Sales and marketing
	 
	 
	486
	 
	 
	 
	595
	 
	 
	 
	899
	 
	 
	 
	1,189
	[bookmark: xdx_40B_eus-gaap--GeneralAndAdministrati] 

	General and administrative
	 
	 
	2,291
	 
	 
	 
	1,692
	 
	 
	 
	4,607
	 
	 
	 
	3,758
	[bookmark: xdx_40A_eus-gaap--AmortizationOfIntangib] 

	Amortization of intangible assets
	 
	 
	725
	 
	 
	 
	683
	 
	 
	 
	1,408
	 
	 
	 
	1,366
	[bookmark: xdx_40B_eus-gaap--OperatingExpenses_i01T] 

	Total Operating Expenses
	 
	 
	5,190
	 
	 
	 
	5,163
	 
	 
	 
	10,104
	 
	 
	 
	9,982
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_400_eus-gaap--OperatingIncomeLoss_i0] 

	Loss from Operations
	 
	 
	(4,119
	)
	 
	 
	(4,111
	)
	 
	 
	(8,243
	)
	 
	 
	(7,856
	)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_408_eus-gaap--NonoperatingIncomeExpe] 

	Other Income (Expense)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_404_eus-gaap--InterestIncomeExpenseN] 

	Interest expense, net
	 
	 
	(168
	)
	 
	 
	(163
	)
	 
	 
	(151
	)
	 
	 
	(200
	[bookmark: xdx_406_eus-gaap--GainLossOnSaleOfDeriva])

	Change in fair value of derivative liability and warrants
	 
	 
	(5,005
	)
	 
	 
	880
	 
	 
	 
	(4,827
	)
	 
	 
	3,076
	[bookmark: xdx_401_eus-gaap--GainsLossesOnExtinguis] 

	Loss on debt extinguishment
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(48
	[bookmark: xdx_40F_eus-gaap--OtherOperatingIncomeEx])

	Other income (expense), net
	 
	 
	21
	 
	 
	 
	256
	 
	 
	 
	(51
	)
	 
	 
	274
	[bookmark: xdx_408_eus-gaap--NonoperatingIncomeExpe] 

	Total Other Income (Expense)
	 
	 
	(5,152
	)
	 
	 
	973
	 
	 
	 
	(5,029
	)
	 
	 
	3,102
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40D_eus-gaap--IncomeLossFromContinui] 

	Loss before tax
	 
	 
	(9,271
	)
	 
	 
	(3,138
	)
	 
	 
	(13,272
	)
	 
	 
	(4,754
	[bookmark: xdx_407_eus-gaap--DeferredIncomeTaxExpen])

	Deferred income tax (benefit)/expense
	 
	 
	651
	 
	 
	 
	(1
	)
	 
	 
	649
	 
	 
	 
	(1
	[bookmark: xdx_402_eus-gaap--NetIncomeLoss_i01T_mtC])

	Net Loss
	 
	$
	(8,620
	)
	 
	$
	(3,139
	)
	 
	$
	(12,623
	)
	 
	$
	(4,755
	[bookmark: xdx_405_eus-gaap--OtherComprehensiveInco])

	Unrealized foreign exchange loss from cumulative translation adjustments
	 
	 
	(137
	)
	 
	 
	(301
	)
	 
	 
	(110
	)
	 
	 
	(302
	[bookmark: xdx_405_eus-gaap--ComprehensiveIncomeNet])

	Comprehensive Loss
	 
	$
	(8,757
	)
	 
	$
	(3,440
	)
	 
	$
	(12,733
	)
	 
	$
	(5,057
	)

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Basic and diluted weighted average shares outstanding, Class A common stock
	 
	 
	[bookmark: xdx_905_eus-gaap--WeightedAverageNumberO][bookmark: xdx_90B_eus-gaap--WeightedAverageNumberO]83,695,853
	 
	 
	 
	[bookmark: xdx_90D_eus-gaap--WeightedAverageNumberO][bookmark: xdx_90A_eus-gaap--WeightedAverageNumberO]20,718,170
	 
	 
	 
	[bookmark: xdx_90C_eus-gaap--WeightedAverageNumberO][bookmark: xdx_90D_eus-gaap--WeightedAverageNumberO]64,557,602
	 
	 
	 
	[bookmark: xdx_90F_eus-gaap--WeightedAverageNumberO][bookmark: xdx_90B_eus-gaap--WeightedAverageNumberO]20,201,031
	 

	Basic and diluted net loss per share, Class A common stock
	 
	$
	[bookmark: xdx_900_eus-gaap--EarningsPerShareDilute][bookmark: xdx_90C_eus-gaap--EarningsPerShareBasic_](0.10
	)
	 
	$
	[bookmark: xdx_90E_eus-gaap--EarningsPerShareDilute][bookmark: xdx_909_eus-gaap--EarningsPerShareBasic_](0.15
	)
	 
	$
	[bookmark: xdx_908_eus-gaap--EarningsPerShareDilute][bookmark: xdx_90B_eus-gaap--EarningsPerShareBasic_](0.20
	)
	 
	$
	[bookmark: xdx_90C_eus-gaap--EarningsPerShareDilute][bookmark: xdx_904_eus-gaap--EarningsPerShareBasic_](0.24
	)


 
The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
 
2
 
 
[bookmark: a_005]CXAPP INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(Unaudited, in thousands, except share data)
 
[bookmark: xdx_307_114_pn3n3_z1petJoeJMfc][bookmark: xdx_307_114_pn3n3_z1petJoeJMfc]
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_4BC_us-gaap--StatementEquityComponen] 
	 
	 
	 
	[bookmark: xdx_4B6_us-gaap--StatementEquityComponen] 
	 
	 
	 
	[bookmark: xdx_4B2_us-gaap--StatementEquityComponen] 
	 
	 
	 
	[bookmark: xdx_4B3_us-gaap--StatementEquityComponen] 
	 
	 
	 
	[bookmark: xdx_4B5_zqOnwMuyqAb9] 
	 
	 

	 
	 
	Class A
Common Stock
	 
	 
	Paid-in
	 
	 
	Accumulated
	 
	 
	Accumulated
Other
Comprehensive
	 
	 
	Total
Stockholders’
	 

	 
	 
	Shares
	 
	 
	Amount
	 
	 
	Capital
	 
	 
	Deficit
	 
	 
	Income (Loss)
	 
	 
	Equity
	[bookmark: xdx_43C_c20260101__20260331_eus-gaap--St] 

	Balance at January 1, 2026
	 
	[bookmark: xdx_984_eus-gaap--SharesOutstanding_iS_p] 
	33,773,696
	 
	 
	$
	3
	 
	 
	$
	104,691
	 
	 
	$
	(90,682
	)
	 
	$
	(30
	)
	 
	$
	13,982
	[bookmark: xdx_40F_eus-gaap--ProfitLoss_zQDxyfovfPM] 

	Net loss
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(4,003
	)
	 
	 
	-
	 
	 
	 
	(4,003
	[bookmark: xdx_408_eus-gaap--AdjustmentsToAdditiona])

	Stock-based compensation
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	391
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	391
	[bookmark: xdx_405_ecustom--CommonSharesIssuedForCo] 

	Common shares issued for conversion of debt
	 
	[bookmark: xdx_98A_ecustom--CommonSharesIssuedForCo] 
	15,825,249
	 
	 
	 
	2
	 
	 
	 
	3,082
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	3,084
	[bookmark: xdx_40B_ecustom--CommonSharesIssuedAsAtt] 

	Common shares issued on At-The-Market offering
	 
	[bookmark: xdx_98E_ecustom--CommonSharesIssuedAsAtt] 
	7,995,651
	 
	 
	 
	1
	 
	 
	 
	2,463
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	2,464
	[bookmark: xdx_40C_ecustom--CumulativeTranslationAd] 

	Cumulative translation adjustment
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	27
	 
	 
	 
	27
	[bookmark: xdx_430_c20260401__20260630_eus-gaap--St] 

	Balance at March 31, 2026
	 
	[bookmark: xdx_984_eus-gaap--SharesOutstanding_iS_p] 
	57,594,596
	 
	 
	$
	6
	 
	 
	$
	110,627
	 
	 
	$
	(94,685
	)
	 
	$
	(3
	)
	 
	$
	15,945
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40F_eus-gaap--ProfitLoss_zIG6eA03swP] 

	Net loss
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(8,620
	)
	 
	 
	-
	 
	 
	 
	(8,620
	[bookmark: xdx_408_eus-gaap--AdjustmentsToAdditiona])

	Stock-based compensation
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	420
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	420
	[bookmark: xdx_403_ecustom--CommonSharesIssuedForCo] 

	Common shares issued for conversion of debt
	 
	[bookmark: xdx_983_ecustom--CommonSharesIssuedForCo] 
	51,492,055
	 
	 
	 
	5
	 
	 
	 
	10,487
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	10,492
	[bookmark: xdx_403_ecustom--TaxesWithheldOnStockbas] 

	Taxes withheld on stock-based compensation
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(49
	)
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(49
	[bookmark: xdx_402_ecustom--CommonSharesIssuedForVe])

	Common shares issued for vested RSUs
	 
	[bookmark: xdx_980_ecustom--CommonSharesIssuedForVe] 
	110,000
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	[bookmark: xdx_40C_ecustom--CumulativeTranslationAd] 

	Cumulative translation adjustment
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(137
	)
	 
	 
	(137
	[bookmark: xdx_433_c20260401__20260630_eus-gaap--St])

	Balance at June 30, 2026
	 
	[bookmark: xdx_981_eus-gaap--SharesOutstanding_iE_p] 
	109,196,651
	 
	 
	$
	11
	 
	 
	$
	121,485
	 
	 
	$
	(103,305
	)
	 
	$
	(140
	)
	 
	$
	18,051
	 


 
The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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CXAPP INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY - continued
(Unaudited, in thousands, except share data)
 
	 
	 
	Class A
Common Stock
	 
	 
	Additional
Paid-in
	 
	 
	Accumulated
	 
	 
	Accumulated
Other
Comprehensive
	 
	 
	Total
Stockholders’
	 

	 
	 
	Shares
	 
	 
	Amount
	 
	 
	Capital
	 
	 
	Deficit
	 
	 
	Income (Loss)
	 
	 
	Equity
	[bookmark: xdx_43F_c20250101__20250331_eus-gaap--St] 

	Balance at January 1, 2025
	 
	[bookmark: xdx_981_eus-gaap--SharesOutstanding_iS_p] 
	19,248,390
	 
	 
	$
	2
	 
	 
	$
	92,583
	 
	 
	$
	(77,209
	)
	 
	$
	216
	 
	 
	$
	15,592
	[bookmark: xdx_40F_eus-gaap--ProfitLoss_z7xWoWEJiKY] 

	Net loss
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(1,616
	)
	 
	 
	-
	 
	 
	 
	(1,616
	[bookmark: xdx_408_eus-gaap--AdjustmentsToAdditiona])

	Stock-based compensation
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	624
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	624
	[bookmark: xdx_407_ecustom--CommonSharesIssuedForEx] 

	Common shares issued for extinguishment of debt
	 
	[bookmark: xdx_981_ecustom--CommonSharesIssuedForEx] 
	554,274
	 
	 
	 
	-
	 
	 
	 
	1,003
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	1,003
	[bookmark: xdx_40D_ecustom--CommonSharesIssuedForVe] 

	Common shares issued for vested RSUs
	 
	[bookmark: xdx_98A_ecustom--CommonSharesIssuedForVe] 
	3,120
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	[bookmark: xdx_405_ecustom--TaxesWithheldOnStockbas] 

	Taxes withheld for stock-based compensation
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(5
	)
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(5
	[bookmark: xdx_409_ecustom--CumulativeTranslationAd])

	Cumulative translation adjustment
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(1
	)
	 
	 
	(1
	[bookmark: xdx_439_c20250401__20250630_eus-gaap--St])

	Balance at March 31, 2025
	 
	[bookmark: xdx_988_eus-gaap--SharesOutstanding_iS_p] 
	19,805,784
	 
	 
	$
	2
	 
	 
	$
	94,205
	 
	 
	$
	(78,825
	)
	 
	$
	215
	 
	 
	$
	15,597
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40F_eus-gaap--ProfitLoss_zqXJX5g7kMb] 

	Net loss
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(3,139
	)
	 
	 
	-
	 
	 
	 
	(3,139
	[bookmark: xdx_408_eus-gaap--AdjustmentsToAdditiona])

	Stock-based compensation
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	754
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	754
	[bookmark: xdx_408_ecustom--CommonSharesIssuedForEx] 

	Common shares issued for extinguishment of debt
	 
	[bookmark: xdx_98E_ecustom--CommonSharesIssuedForEx] 
	1,555,378
	 
	 
	 
	-
	 
	 
	 
	1,328
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	1,328
	[bookmark: xdx_409_ecustom--CommonSharesIssuedForVe] 

	Common shares issued for vested RSUs
	 
	[bookmark: xdx_98A_ecustom--CommonSharesIssuedForVe] 
	80,000
	 
	 
	 
	-
	 
	 
	 
	89
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	89
	[bookmark: xdx_405_ecustom--TaxesWithheldOnStockbas] 

	Taxes withheld for stock-based compensation
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(18
	)
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(18
	[bookmark: xdx_40C_ecustom--CumulativeTranslationAd])

	Cumulative translation adjustment
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	(301
	)
	 
	 
	(301
	[bookmark: xdx_436_c20250401__20250630_eus-gaap--St])

	Balance at June 30, 2025
	 
	[bookmark: xdx_98B_eus-gaap--SharesOutstanding_iE_p] 
	21,441,162
	 
	 
	$
	2
	 
	 
	$
	96,358
	 
	 
	$
	(81,964
	)
	 
	$
	(86
	)
	 
	$
	14,310
	 


 
The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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[bookmark: a_006]CXAPP INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited, in thousands)
 
[bookmark: xdx_30D_122_pn3n3_zdDkKAnZSC91][bookmark: xdx_30D_122_pn3n3_zdDkKAnZSC91]
	 
	 
	[bookmark: xdx_49E_20260101__20260630_zVIJxYnGfza9] 
	 
	 
	 
	[bookmark: xdx_497_20250101__20250630_zhBiOcxarGA2] 
	 
	 

	 
	 
	Six Months Ended
June 30,
	 

	 
	 
	2026
	 
	 
	2025
	[bookmark: xdx_40D_eus-gaap--NetCashProvidedByUsedI] 

	Operating activities
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40E_eus-gaap--NetIncomeLoss_i01_maCz] 

	Net loss
	 
	$
	(12,623
	)
	 
	$
	(4,755
	[bookmark: xdx_40D_eus-gaap--AdjustmentsToReconcile])

	Adjustments to reconcile net loss to net cash used in operating activities
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40C_eus-gaap--DepreciationDepletionA] 

	Depreciation
	 
	 
	20
	 
	 
	 
	24
	[bookmark: xdx_401_ecustom--AmortizationOfIntangibl] 

	Amortization of intangible assets
	 
	 
	1,408
	 
	 
	 
	1,366
	[bookmark: xdx_401_eus-gaap--FinanceLeaseRightOfUse] 

	Amortization of right of use asset
	 
	 
	189
	 
	 
	 
	193
	[bookmark: xdx_40A_ecustom--AccruedInterestExpenseO] 

	Original issue discount on convertible debt
	 
	 
	310
	 
	 
	 
	281
	[bookmark: xdx_407_ecustom--AllowanceForExpectedCre] 

	Allowance for expected credit losses
	 
	 
	2
	 
	 
	 
	-
	[bookmark: xdx_407_ecustom--DeferredIncomeTaxes_i02] 

	Deferred income taxes
	 
	 
	(651
	)
	 
	 
	-
	[bookmark: xdx_409_eus-gaap--EmployeeBenefitsAndSha] 

	Stock-based compensation expense
	 
	 
	811
	 
	 
	 
	1,378
	[bookmark: xdx_401_ecustom--GainOnForeignCurrencyTr] 

	(Loss) Gain on foreign currency transactions
	 
	 
	122
	 
	 
	 
	(299
	[bookmark: xdx_404_eus-gaap--GainsLossesOnRestructu])

	Loss on debt extinguishment
	 
	 
	-
	 
	 
	 
	48
	[bookmark: xdx_40D_ecustom--ChangeInFairValueOfDeri] 

	Change in fair value of derivative liability and warrants
	 
	 
	4,827
	 
	 
	 
	(3,076
	[bookmark: xdx_408_ecustom--LossOnContractToIssueCo])

	Loss on contract to issue common stock
	 
	 
	-
	 
	 
	 
	20
	[bookmark: xdx_400_ecustom--EarnoutCompensationExpe] 

	Earn-out compensation expense
	 
	 
	21
	 
	 
	 
	-
	[bookmark: xdx_40A_eus-gaap--IncreaseDecreaseInOper] 

	Change in operating assets and liabilities:
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_408_eus-gaap--IncreaseDecreaseInAcco] 

	Accounts receivable and other receivables
	 
	 
	456
	 
	 
	 
	869
	[bookmark: xdx_407_eus-gaap--IncreaseDecreaseInPrep] 

	Prepaid expenses and other current assets
	 
	 
	148
	 
	 
	 
	(39
	[bookmark: xdx_400_eus-gaap--IncreaseDecreaseInOthe])

	Other assets
	 
	 
	17
	 
	 
	 
	(19
	[bookmark: xdx_40C_eus-gaap--IncreaseDecreaseInAcco])

	Accounts payable
	 
	 
	30
	 
	 
	 
	414
	[bookmark: xdx_40C_eus-gaap--IncreaseDecreaseInAccr] 

	Accrued liabilities
	 
	 
	724
	 
	 
	 
	(38
	[bookmark: xdx_406_eus-gaap--IncreaseDecreaseInOper])

	Operating lease liabilities
	 
	 
	(189
	)
	 
	 
	(203
	[bookmark: xdx_402_eus-gaap--IncreaseDecreaseInOthe])

	Other current liabilities
	 
	 
	23
	 
	 
	 
	-
	[bookmark: xdx_409_eus-gaap--IncreaseDecreaseInDefe] 

	Deferred revenue
	 
	 
	(100
	)
	 
	 
	(155
	[bookmark: xdx_402_eus-gaap--NetCashProvidedByUsedI])

	Net cash used in operating activities
	 
	 
	(4,455
	)
	 
	 
	(3,991
	)

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40F_ecustom--CashFlowsUsedInInvestin] 

	Investing activities
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_407_eus-gaap--PaymentsToAcquirePrope] 

	Purchases of property and equipment and internally developed software
	 
	 
	(56
	)
	 
	 
	(16
	[bookmark: xdx_40B_ecustom--CashPaidForAcquisitionO])

	Cash paid for acquisition of Engine Room, net of cash acquired
	 
	 
	(3,217
	)
	 
	 
	-
	[bookmark: xdx_40F_eus-gaap--NetCashProvidedByUsedI] 

	Net cash used in investing activities
	 
	 
	(3,273
	)
	 
	 
	(16
	)

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40F_eus-gaap--AdditionalCashFlowElem] 

	Financing activities
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_404_eus-gaap--ProceedsFromIssuanceOf] 

	Proceeds from issuance of convertible debt, net of issuance costs
	 
	 
	5,990
	 
	 
	 
	3,990
	[bookmark: xdx_40F_eus-gaap--PaymentsRelatedToTaxWi] 

	Payments for taxes related to vested restricted stock units
	 
	 
	(146
	)
	 
	 
	-
	[bookmark: xdx_407_ecustom--ProceedsFromAtthemarket] 

	Proceeds from at-the-market offering, net of issuance cost
	 
	 
	2,464
	 
	 
	 
	-
	[bookmark: xdx_400_eus-gaap--NetCashProvidedByUsedI] 

	Net cash provided by financing activities
	 
	 
	8,308
	 
	 
	 
	3,990
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_407_eus-gaap--EffectOfExchangeRateOn] 

	Effect of exchange rate changes on cash and cash equivalents
	 
	 
	(6
	)
	 
	 
	(9
	[bookmark: xdx_408_eus-gaap--CashCashEquivalentsRes])

	Net increase/(decrease) in cash and cash equivalents
	 
	 
	574
	 
	 
	 
	(26
	[bookmark: xdx_40B_eus-gaap--CashCashEquivalentsRes])

	Cash and cash equivalents, beginning of period
	 
	 
	11,101
	 
	 
	 
	4,880
	[bookmark: xdx_409_eus-gaap--CashCashEquivalentsRes] 

	Cash and cash equivalents, end of period
	 
	$
	11,675
	 
	 
	$
	4,854
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_400_eus-gaap--SupplementalCashFlowIn] 

	Supplemental disclosures of cash flow information
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_40F_eus-gaap--IncomeTaxesPaidNet_i01] 

	Cash paid for taxes
	 
	$
	2
	 
	 
	$
	-
	[bookmark: xdx_403_eus-gaap--InterestPaidNet_i01_zG] 

	Cash paid for interest
	 
	$
	-
	 
	 
	$
	-
	 

	 
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_405_eus-gaap--CashFlowNoncashInvesti] 

	Supplemental schedule of noncash investing and financing activities
	 
	 
	 
	 
	 
	 
	 
	[bookmark: xdx_408_eus-gaap--NoncashOrPartNoncashAc] 

	Financing of Director and Officer Insurance
	 
	$
	240
	 
	 
	$
	240
	[bookmark: xdx_408_eus-gaap--NoncashOrPartNoncashAc] 

	Purchase consideration included in other current liabilities
	 
	$
	24
	 
	 
	$
	-
	[bookmark: xdx_400_ecustom--TaxesRelatedToVestedRes] 

	Taxes related to vested restricted stock units
	 
	$
	539
	 
	 
	$
	-
	[bookmark: xdx_40D_eus-gaap--NotesIssued1_i01_zBgwD] 

	Common shares issued for debt conversion
	 
	$
	13,576
	 
	 
	$
	2,331
	[bookmark: xdx_401_ecustom--CommonSharesIssuedAsCom] 

	Common shares issued as commitment shares
	 
	$
	-
	 
	 
	$
	89
	[bookmark: xdx_40C_eus-gaap--RightOfUseAssetObtaine] 

	Right of use asset obtained in exchange for lease liability
	 
	$
	394
	 
	 
	$
	144
	 


 
The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
 
5
 
 
[bookmark: a_007]CXAPP INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
 
[bookmark: xdx_807_eus-gaap--BusinessDescriptionAnd][bookmark: xdx_823_zDAfbkYwBtH]NOTE 1 - Organization, Nature of Business and Basis of Presentation
 
CXApp Inc. and its subsidiaries (“CXApp” or the “Company”) is in the business of delivering intelligent enterprise workplace experiences. The CXApp SaaS platform is anchored on the intersection of customer experience (CX) and artificial intelligence (AI) providing digital transformation for the physical workplace for enhanced experiences across people, places and things.
 
The CXApp SaaS platform offers a suite of leading-edge technology workplace experience solutions including an enterprise employee application, indoor mapping, on-device positioning, augmented reality technologies, generative AI applications and an AI-based analytics platform, targeting the emerging hybrid workplace market. CXApp creates a connected workplace by reducing app overload, data fragmentation, and complex workflows and streamlines all capabilities through The Workplace SuperApp. All features, services and integrations are housed in one easy-to-access platform allowing businesses to deliver a more holistic employee experience in a hybrid workplace.
 
[bookmark: xdx_906_ecustom--EquityInterestsPercenta]On June 3, 2026, the Company, through its subsidiary CXAI Australia Pty Ltd, acquired 100% of the outstanding equity interests of Virtus Digital Marketing Pty Ltd, doing business as EngineRoom (“EngineRoom”). EngineRoom provides managed advertising and growth marketing advisory services. Its results of operations have been included in the Company’s unaudited condensed consolidated financial statements from the acquisition date. See Note 12, Business Combination.
 
[bookmark: xdx_809_eus-gaap--SignificantAccountingP][bookmark: xdx_824_zaMN9UyU7Mmd]NOTE 2 - Summary of Significant Accounting Policies
 
[bookmark: xdx_86C_zHW5LekkeiO9][bookmark: xdx_848_ecustom--LiquidityPolicyTextBloc]Liquidity
 
[bookmark: xdx_904_eus-gaap--CashAndCashEquivalents][bookmark: xdx_90C_ecustom--WorkingCapital_iI_pn3n3][bookmark: xdx_901_eus-gaap--NetIncomeLoss_iN_pn3n3][bookmark: xdx_905_eus-gaap--NetIncomeLoss_iN_pn3n3][bookmark: xdx_90A_eus-gaap--NetCashProvidedByUsedI]As of June 30, 2026, the Company had cash and cash equivalents of approximately $11,675 thousand and working capital of approximately $5,258 thousand. For the three and six months ended June 30, 2026, the Company incurred net losses of approximately $8,620 thousand and $12,623 thousand, respectively. During the six months ended June 30, 2026, the Company used approximately $4,455 4,455 thousand of cash for operating activities. The Company has historically incurred recurring losses and negative cash flows from operations. These conditions and events, considered in the aggregate, raised substantial doubt about the Company’s ability to continue as a going concern.
 
Management evaluated plans intended to address these conditions, including reductions in discretionary expenditures, vendor and professional-fee reductions, hiring controls, active accounts-receivable management and available financing arrangements. Certain of the Company’s financing sources are dependent on market conditions, including the Company’s stock price, trading volume, registration effectiveness and compliance with contractual conditions. Accordingly, the contractual capacity of those arrangements may differ from the amount practically available to the Company.
 
Based on the Company’s cash on hand, forecast cash collections, planned operating expenditures and management’s plans that were considered probable of implementation and effective mitigation, management concluded that its plans alleviate the substantial doubt for at least one year from the date these unaudited condensed consolidated financial statements are issued.
 
[bookmark: xdx_908_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_90B_eus-gaap--ProceedsFromDebtNetOfI][bookmark: xdx_90A_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_907_eus-gaap--ProceedsFromDebtNetOfI][bookmark: xdx_90E_eus-gaap--DebtInstrumentFaceAmou]On March 27, 2026, the Company entered into a Securities Purchase Agreement (“SPA”) with Avondale Capital, LLC, (“Avondale”) under which the Company may issue and sell one or more Pre-Paid Purchase Agreements for up to an aggregate of $40,000 thousand in exchange for shares of its common stock. The initial Pre-Paid Purchase, in the principal amount of $1,050 thousand, closed on March 27, 2026, the Company received net proceeds of approximately $990 thousand. A second tranche was received on May 26, 2026, with a principal amount of $5,250 thousand and net proceeds of approximately $5,000 thousand. As of June 30, 2026, approximately $33,700 thousand remained available under this agreement.
[bookmark: xdx_238_zwUhDcPKd0A7] 
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[bookmark: xdx_906_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_901_eus-gaap--ProceedsFromDebtNetOfI][bookmark: xdx_90C_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_90B_eus-gaap--ProceedsFromDebtNetOfI][bookmark: xdx_90C_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_906_eus-gaap--ProceedsFromDebtNetOfI][bookmark: xdx_90F_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_90A_eus-gaap--ProceedsFromDebtNetOfI][bookmark: xdx_907_eus-gaap--ConvertibleDebt_iI_pn3]On March 26, 2025, the Company entered into a SPA with Avondale Capital, LLC, under which the Company may issue and sell one or more Pre-Paid Purchase Agreements for up to an aggregate of $20,000 thousand in exchange for shares of its common stock. The initial Pre-Paid Purchase, in the principal amount of $4,200 thousand, closed on April 8, 2025, the Company received net proceeds of approximately $3,990 thousand. A second tranche was received on August 7, 2025, with a principal amount of $3,150 thousand and net proceeds of approximately $3,000 thousand. The third tranche of the SPA was issued on October 17, 2025 with the principal amount of $5,250 thousand, of which, the Company received net proceeds of $5,000 thousand. The fourth tranche of the SPA was issued on December 30, 2025 with the principal amount of $4,200 thousand, of which, the Company received net proceeds of $4,000 thousand. As of June 30, 2026, approximately $3,200 thousand remained available under this agreement.
 
[bookmark: xdx_90C_eus-gaap--ConvertibleDebt_iI_pn3][bookmark: xdx_90B_eus-gaap--ConvertibleDebt_iI_pn3]Additionally, under the SPA with Streeterville Capital, LLC, entered into on May 22, 2024, the Company had access to up to $10,000 thousand in funding. As of June 30, 2026 and December 31, 2025, the Company had $3,520 thousand in remaining available funding under this agreement.
 
On August 11, 2025, the Company filed a shelf registration statement on Form S-3 with the Securities and Exchange Commission (“SEC”), authorizing the future offering and sale of up to $150,000 thousand of various securities. Concurrently, the Company filed a prospectus supplement allowing for the issuance of up to $7,959 thousand of common stock under this registration. This amount is included within the total aggregate offering authorized.
 
[bookmark: xdx_908_ecustom--CommonSharesIssuedInAtt]The Company commenced sales of its common stock pursuant to the shelf registration. These sales were facilitated through a third-party arrangement with Maxim Group LLC, acting as the Company’s agent under an equity distribution agreement under its At-The-Market (“ATM”) offering program. During the six months ended June 30, 2026, the Company received $2,464 thousand and issued 7,995,651 shares of class A Common Stock, which are intended to be used for general working capital and other general corporate purposes. Although the Company has remaining capacity under its ATM program, the program represents a market-dependent source of financing, and the Company’s ability to generate additional liquidity through future ATM sales is subject to factors outside its control, including market conditions and trading activity. Accordingly, no assurance can be provided regarding the amount or timing of any future proceeds.
 
Management’s assessment of the Company’s ability to continue as a going concern is based on its current cash position, expected operating cash requirements, and the availability of these financing sources. While access to certain capital sources is dependent on market conditions, including the Company’s stock price, trading volume, and continued effectiveness of its registration statement, management believes that its existing liquidity, combined with planned cost management initiatives and access to external capital, will be sufficient to fund operations and meet obligations as they come due for at least twelve months from the issuance date of these unaudited condensed consolidated financial statements.
 
[bookmark: xdx_866_z4i4bdoJ3Rjl][bookmark: xdx_841_eus-gaap--UseOfEstimates_zKcH9mw]Use of Estimates
 
The preparation of unaudited condensed consolidated financial statements in conformity with generally accepted accounting principles in the United States of America (“U.S. GAAP”) requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the unaudited condensed consolidated financial statements and the reported amounts of revenues and expenses during each of the reporting periods. Actual results could differ from those estimates. The Company’s significant estimates consist of:
 
	 
	●
	the valuation of stock-based compensation;


 
	 
	●
	the valuation of warrant liabilities;


 
	 
	●
	the allowance of credit losses;


 
	 
	●
	the valuation of convertible debt;


[bookmark: xdx_233_z3Ev96Y0TTf9] 
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	●
	the valuation of allowance for deferred tax assets;


 
	 
	●
	the determination of the incremental borrowing rate used to measure operating lease liabilities;


 
	 
	●
	the preliminary purchase price allocation for the EngineRoom acquisition, including acquired intangibles and contingent consideration; and


 
	 
	●
	impairment of long-lived assets and goodwill.


 
[bookmark: xdx_86C_zTZEInDDMwv][bookmark: xdx_848_eus-gaap--BasisOfAccountingPolic]Basis of Presentation
 
The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting U.S. GAAP applicable to interim financial information and the rules and regulations of the SEC. Accordingly, these unaudited condensed consolidated financial statements do not include all information and disclosures required by U.S. GAAP for complete annual financial statements. In the opinion of management, all adjustments considered necessary for a fair presentation of the interim periods presented have been included. Such adjustments consist of normal recurring adjustments. The operating results for the three and six months ended June 30, 2026 are not necessarily indicative of the results that may be expected for the year ending December 31, 2026 or any other interim period.
 
The condensed consolidated balance sheet as of December 31, 2025 was derived from the Company’s audited consolidated financial statements as of that date. These unaudited condensed consolidated financial statements should be read in conjunction with the Company’s audited consolidated financial statements and related notes included in its Annual Report on Form 10-K for the year ended December 31, 2025, filed with the SEC on March 30, 2026.
 
[bookmark: xdx_869_zBBTDPP3XNz][bookmark: xdx_844_eus-gaap--ConsolidationPolicyTex]Principles of Consolidation
 
The unaudited condensed consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries, including CXAI Australia Pty Ltd and its wholly owned subsidiary Virtus Digital Marketing Pty Ltd from June 3, 2026. All intercompany balances have been eliminated in consolidation.
 
[bookmark: xdx_868_zkbncgFgxvJ4][bookmark: xdx_84B_eus-gaap--ConcentrationRiskCredi]Concentration of Credit Risk
 
Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash, cash equivalents, and accounts receivable. The Company’s cash is placed with high-credit-quality financial institutions, which periodically exceed federally insured limits. The Company’s cash equivalents are certificates of deposit held by a number of banks limited to $250 thousand per bank with a duration of 90 days or less. The Company has not realized any losses relating to its cash, cash equivalents, and accounts receivable. However, a material loss resulting from the failure of one or more financial institutions, or from a significant default in accounts receivable, could have a substantial adverse effect on the Company’s liquidity, financial position, and operating results. Given the concentration of these financial instruments, any unexpected credit event could impair the Company’s ability to meet its short-term obligations and fund ongoing operations. As of June 30, 2026, one customer accounted for approximately 30% of the Company’s consolidated gross accounts receivable. The concentration was attributable to accounts receivable associated with EngineRoom.
 
[bookmark: xdx_866_zH24HVzeix6i][bookmark: xdx_84C_eus-gaap--GoodwillAndIntangibleA]Goodwill
 
The Company tests goodwill for potential impairment at least annually, or more frequently if an event or other circumstance indicates that the Company may not be able to recover the carrying amount of the net assets of the reporting unit. The Company has identified one reporting unit for purposes of goodwill impairment testing based on its operating-segment structure and management’s assessment of the components that constitute businesses. In evaluating goodwill for impairment, the Company may assess qualitative factors to determine whether it is more likely than not (that is, a likelihood of more than 50%) that the fair value of a reporting unit is less than its carrying amount. If the Company bypasses the qualitative assessment, or if the Company concludes that it is more likely than not that the fair value of a reporting unit is less than its carrying value, then the Company performs a quantitative impairment test by comparing the fair value of a reporting unit with its carrying amount.
[bookmark: xdx_232_zNnALOPYMVJh] 
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The Company calculates the estimated fair value of a reporting unit using a weighting of the income and market approaches. For the income approach, the Company uses internally developed discounted cash flow models that include the following assumptions, among others: projections of revenues, expenses, and related cash flows based on assumed long-term growth rates and demand trends; expected future investments to grow new units; and estimated discount rates. For the market approach, the Company uses internal analyses based primarily on market comparable, including public company method, guideline transaction method, and market price method.
 
[bookmark: xdx_909_eus-gaap--OtherAssetImpairmentCh][bookmark: xdx_90C_eus-gaap--OtherAssetImpairmentCh]During the quarter ended June 30, 2026, management evaluated the qualitative factors in (“ASC 350-20, Intangibles - Goodwill and Other - Goodwill.”) ASC 350-20-35-3C, including the Company’s market capitalization, stock-price performance, recurring operating losses, cash-flow trends, prior-period impairment, industry conditions and the EngineRoom acquisition. Based on the totality of the available evidence, management concluded that it was not more likely than not that the fair value of the reporting unit was less than its carrying amount. Accordingly, a quantitative interim goodwill impairment test was not required. Accordingly, no goodwill impairment charges were recorded for the six months ended June 30, 2026. The Company had completed both qualitative and quantitative goodwill impairment assessments as of December 31, 2025, and concluded that the carrying amount of goodwill exceeded its estimated fair value. Accordingly, the Company recognized a goodwill impairment charge of $2,148 thousand for the year ended December 31, 2025. As of June 30, 2026 and December 31, 2025, the Company’s goodwill balance was $7,681 thousand and $ 6,589 thousand. During the year ended December 31, 2025, the Company recorded a goodwill impairment charge as a result of its annual impairment assessment.
 
[bookmark: xdx_86A_zFQgQwSIuJIg][bookmark: xdx_84F_eus-gaap--IncomeTaxPolicyTextBlo]Income Taxes
 
The Company accounts for income taxes using the asset and liability method. Accordingly, deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between financial statements carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in the tax rate is recognized in income or expense in the period that the change is effective. Income tax benefits are recognized when it is probable that the deduction will be sustained. A valuation allowance is established when it is more likely than not that all or a portion of a deferred tax asset will either expire before the Company is able to realize the benefit, or that future deductibility is uncertain.
 
Australian Research and Development Tax Incentive
 
EngineRoom participates in the Australian Research and Development Tax Incentive program. The Company recognizes benefits relating to qualifying research and development expenditures when there is reasonable assurance that the income will be received, the relevant expenditure has been incurred and the consideration can be reliably measured. The ultimate amount of the benefit is subject to completion of the filing process and review by the applicable Australian authorities.
 
Management has assessed the Company’s research and development activities and expenditures to determine which activities and expenditures are likely to be eligible under the tax incentive regime described above. At each period end management estimates the refundable tax offset available to the Company based on available information at the time. This estimate is also reviewed by external tax advisors on an annual basis. For the period ended June 30, 2026, the Company has recorded research and development tax incentive income of $ 92 thousand for the three and six months ended June 30, 2026, and reported under other income in the statements of operations and comprehensive loss.
 
[bookmark: xdx_861_zTqBT3Qkzy78][bookmark: xdx_84C_eus-gaap--ComprehensiveIncomePol]Comprehensive Loss and Foreign Currency Translation
 
The Company reports comprehensive loss and its components in its unaudited condensed consolidated financial statements. Comprehensive loss consists of net loss and foreign currency translation adjustments, affecting stockholders’ equity that, under GAAP, are excluded from net loss.
 
[bookmark: xdx_90F_eus-gaap--ForeignCurrencyTransac][bookmark: xdx_908_eus-gaap--ForeignCurrencyTransac][bookmark: xdx_90C_eus-gaap--ForeignCurrencyTransac][bookmark: xdx_90F_eus-gaap--ForeignCurrencyTransac]The functional currencies of the Company’s foreign subsidiaries include the Philippine peso, Canadian dollar and Australian dollar. Assets and liabilities of foreign operations are translated into U.S. dollars using period-end exchange rates, and revenues and expenses are translated using average exchange rates for the applicable periods. Gains or losses resulting from transactions denominated in foreign currencies are included in general and administrative expenses in the unaudited condensed consolidated statements of operations and comprehensive loss. The Company engages in foreign currency denominated transactions with customers that operate in functional currencies other than the U.S. dollar. The aggregate foreign currency net translation loss was approximately $137 thousand and $110 thousand for the three months and six months ended June 30, 2026, and the aggregate foreign currency net translation loss of approximately $301 thousand and $302 thousand for the three and six months ended June 30, 2025, respectively.
[bookmark: xdx_23B_z4mTF0tkBMqd] 
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[bookmark: xdx_86D_zoahKUWtsl4e][bookmark: xdx_84B_ecustom--ConvertibleDebtPolicyTe]Convertible Debt
 
[bookmark: xdx_90A_ecustom--GainOnChangesInEstimate][bookmark: xdx_903_ecustom--GainOnChangesInEstimate][bookmark: xdx_90F_ecustom--GainOnChangesInEstimate][bookmark: xdx_900_ecustom--GainOnChangesInEstimate]The Company issued convertible debt in the form of Pre-Paid Purchases during December 2024, March 2025 (Settled in April 2025), August 2025, October 2025, December 2025, March 2026 and May 2026 and evaluated such instruments to determine whether they contain features that qualify as embedded derivatives in accordance with ASC 815 “Derivatives and Hedging” (“ASC 815”). Embedded derivatives must be separately measured from the host contract if all the requirements for bifurcation are met. The assessment of the conditions surrounding the bifurcation of embedded derivatives depends on the nature of the host contract and the features of the derivatives. In accounting for the issuance of the convertible debt, the Company elected the fair value option under ASC 825 “Financial Instruments” (“ASC 825”). Under the fair value option election, the convertible debt is initially measured at its issuance date estimated fair value and subsequently remeasured at estimated fair value on a recurring basis. The estimated fair value adjustment is presented within change in fair value of derivative liability in the condensed consolidated statements of Operations and comprehensive loss. The Company classifies its convertible debt that are being valued under the fair value option election as Level 3 due to the lack of relevant observable market data over fair value inputs, such as the probability weighting of the various scenarios that can impact settlement of the arrangement. The Company recognized an unrealized loss on the changes in the estimated fair value of the convertible debt of approximately $4,479 thousand and $4,679 thousand, respectively, and $382 thousand and $500 thousand, respectively, for the three and six months ended June 30, 2026 and June 30, 2025, respectively.
 
[bookmark: xdx_865_zo82eJDOV28e][bookmark: xdx_847_eus-gaap--DebtPolicyTextBlock_zB]Debt Issuance Costs
 
Under the fair value option election, costs directly associated with the borrowing are expensed as incurred.
 
[bookmark: xdx_86B_zUQcxlOWDVAb][bookmark: xdx_844_ecustom--NoteConversionPolicyTex]Note Conversion
 
Convertible notes that are exchanged for equity pursuant to their original contractual terms are accounted for in accordance with ASC 470-20, Debt with Conversion and Other Options. Upon conversion, the carrying amount of the convertible debt is reclassified to equity. No gain or loss is recognized in earnings, as the conversion is executed under the original terms of the instrument.
 
If the debt is settled under modified terms, the transaction is accounted for in accordance with ASC 470-50, “Debt - Modifications and Extinguishments” (“ASC 470-50”). In such cases, a gain or loss is recognized equal to the difference between the reacquisition price and the net carrying amount of the extinguished debt.
 
[bookmark: xdx_86B_zSmzHBvRjxpj][bookmark: xdx_843_eus-gaap--RevenueFromContractWit]Revenue Recognition
 
The Company recognizes revenue, in accordance with ASC 606 “Revenue from Contracts with Customers” (“ASC 606”), when control is transferred of the promised products or services to its customers, in an amount that reflects the consideration the Company expects to be entitled to in exchange for those products or services. The Company derives revenue from its software as a service for cloud-based software, as well as design, implementation and other professional services for work performed in conjunction with its cloud-based software. The Company enters into contracts with its customers whereby it grants a non-exclusive cloud-based license for the use of its proprietary software and for professional services. The contracts may also provide for on-going services for a specified price, which may include maintenance services, designated support, and enhancements, upgrades and improvements to the software, depending on the contract. Licenses for cloud software provide the customer with a right to use the software as it exists when made available to the customer. All software provides customers with the same functionality and differs mainly in the duration over which the customer benefits from the software.
 
The standard introduces a five-step model for revenue recognition. The five steps are shown below:
 
	 
	1.
	Identify the contract with a customer;


 
	 
	2.
	Identify the performance obligations in the contract;


 
	 
	3.
	Determine the transaction price;


 
	 
	4.
	Allocate the transaction price to performance obligations; and


 
	 
	5.
	Recognize revenue when (or as) the entity satisfies a performance obligation


[bookmark: xdx_238_zoGkZiPnmeOd] 
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License Subscription Revenue Recognition (Software As A Service)
 
With respect to sales of the Company’s license agreements, customers generally pay fixed annual fees in advance in exchange for the Company’s software service provided via electronic means, which are generally recognized ratably over the license term. Some agreements allow the customer to terminate their subscription contracts before the end of the applicable term, and in such cases the customer is generally entitled to a refund pro-rata but only for the elapsed time remaining at the point of termination, which would approximate the deferred revenue at such time. The Company’s performance obligation is satisfied over time as the services are provided continuously throughout the service period. The Company recognizes revenue evenly over the service period using a time-based measure because the Company is providing continuous access to its service. The Company’s customers generally pay within 30 to 60 days from the receipt of a customer approved invoice.
 
The timing of the Company’s revenue recognition related to the licensing revenue stream is dependent on whether the software licensing agreement entered into represents a service. Software that relies on an entity’s IP and is delivered only through a hosting arrangement, where the customer cannot take possession of the software, is a service. Customers may purchase perpetual licenses or subscribe to licenses, which provide customers with the same functionality and differ mainly in the duration over which the customer benefits from the software.
 
Renewals or extensions of licenses are evaluated as distinct licenses and revenue attributed to the distinct service is not recognized until: (1) the entity provides the distinct license (or makes the license available) to the customer and (2) the customer is able to use and benefit from the distinct license. Renewal contracts are not combined with original contracts, and, as a result, the renewal right is evaluated in the same manner as all other additional rights granted after the initial contract. The revenue is not recognized until the customer can begin to use and benefit from the license, which is typically at the beginning of the license renewal period. The Company recognizes revenue resulting from renewal of licensed software over time.
 
Professional Services Revenue Recognition
 
The Company provides integration and software customization professional services to its customers.
 
Professional services under milestone contracts are accounted for using the percentage of completion method. As soon as the outcome of a contract can be estimated reliably, contract revenue is recognized in the condensed consolidated statement of operations and comprehensive loss in proportion to the stage of completion of the contract. Contract costs are expensed as incurred. Contract costs include all amounts that relate directly to the specific contract, are attributable to contract activity, and are specifically chargeable to the customer under the terms of the contract.
 
Professional services are also contracted on the fixed fee and in some cases on a time and materials basis. Fixed fees are paid monthly, in phases, or upon acceptance of deliverables. The Company’s time and materials contracts are paid weekly or monthly based on hours worked. Revenue on time and material contracts is recognized based on a fixed hourly rate as direct labor hours are expended. Materials, or other specified direct costs, are reimbursed as actual costs and may include markup. The Company has elected the practical expedient to recognize revenue for the right to invoice because the Company’s right to consideration corresponds directly with the value to the customer of the performance completed to date. For fixed fee contracts provided by in house personnel, the Company recognizes revenue evenly over the service period using a time-based measure because the Company is providing continuous service. Because the Company’s contracts have an expected duration of one year or less, the Company has elected the practical expedient in ASC 606-10-50-14(a) to not disclose information about its remaining performance obligations. Anticipated losses are recognized as soon as they become known.
 
For the six months ended June 30, 2026 and June 30, 2025, the Company did not incur any such losses. These amounts are based on known and estimated factors.
[bookmark: xdx_23A_zYxUgz0aX0y6] 
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Hardware Revenue Recognition
 
For sales of hardware, the Company’s performance obligation is fulfilled when the products are shipped to the customer, transferring title and ownership risks. Deliveries occur via drop-shipment by a third-party vendor and the Company leverages drop-ship arrangements with many of its vendors and suppliers to deliver products to customers without having to physically hold the inventory at its warehouse. The Company negotiates sale prices, pays suppliers directly, manages credit risk, and ensures product acceptability, acting as the principal in the transaction and recording revenue on a gross basis. Customers typically pay within 30 to 60 days of invoice receipt. The Company has elected the practical expedient to expense the costs of obtaining a contract when they are incurred because the amortization period of the asset that otherwise would have been recognized is less than a year.
 
Managed Advertising, Growth Marketing Advisory and Subscription Services Revenue Recognition
 
Following the acquisition of EngineRoom, the Company derives revenue from managed advertising services, and growth marketing advisory services. Managed advertising services primarily include performance and search marketing, customer engagement, communications and data services, campaign management and related digital marketing services. Growth marketing advisory services include website development and related advisory, network development, data-driven marketing insights and related consulting services. Subscription based revenue includes access to the EngineRoom platform and strategic advertising and access to search-engine optimization solutions. EngineRoom Platform generally represents an input used by the Company to deliver its services and is not a separately transferred software license.
 
The Company evaluates the goods and services promised in each customer contract to determine whether they are distinct performance obligations. A service is accounted for as a separate performance obligation when the customer can benefit from the service on its own or together with other readily available resources and the service is separately identifiable from the other promises in the contract. Multiple services are combined into a single performance obligation when the Company provides a significant integration service or when the services are highly interdependent or interrelated and are not separately identifiable in the context of the contract. Accordingly, the determination of whether managed advertising, subscription and growth marketing advisory services represent separate performance obligations or a single combined performance obligation is based on the specific terms of each customer contract.
 
Managed advertising, subscription and growth marketing advisory services generally represent a series of distinct services that are substantially the same and have the same pattern of transfer to the customer. Revenue from these services is recognized over time because the customer simultaneously receives and consumes the benefits as the Company performs. Fixed recurring fees are recognized ratably over the applicable service period when the services are provided evenly throughout that period. The Company uses an elapsed-time output method because the recurring services are transferred to the customer in a consistent pattern over the service period.
 
Variable or activity-based consideration, including amounts related to advertising spend, campaign activity or other usage-based services, is recognized as the related activity is performed and the amount becomes known or determinable, to the extent it is probable that a significant reversal of cumulative revenue recognized will not occur.
 
Website development, platform enhancements and similar project-based deliverables are not included within advisory services merely because they may be sold together with advisory or marketing services. The Company evaluates these deliverables separately to determine whether they are distinct performance obligations. Revenue is recognized over time when the applicable criteria for over-time recognition are met, primarily where the services performed create no alternative use to the Company and the Company has an enforceable right to payment for work completed to date.
 
For managed advertising services, it is an integrated managed marketing campaign that combines campaign design, keyword and bid management, budget deployment, optimization, monitoring, reporting and third-party advertising inputs. The Company generally acts as principal when it controls that integrated service before transfer, is primarily responsible for fulfillment and the acceptability of the campaign, selects and directs the third-party providers, controls the media-buying process, contracts directly with the providers, remains obligated for provider costs regardless of customer collection, and has discretion in establishing the price charged to the customer. Therefore, the Company presents the customer billings, including advertising spend and other third-party inputs, as revenue on a gross basis.
[bookmark: xdx_23F_zUlfalQxNMu2] 
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Contract Balances
 
The timing of the Company’s revenue recognition may differ from the timing of invoicing to and payment by its customers. The Company records an unbilled receivable when revenue is recognized prior to invoicing and the Company has an unconditional right to payment. Alternatively, when invoicing a customer precedes the Company providing of the related services, the Company records deferred revenue until the performance obligations are satisfied.
 
[bookmark: xdx_88B_ecustom--ScheduleOfContractBalan][bookmark: xdx_88B_ecustom--ScheduleOfContractBalan]
	[bookmark: xdx_8BC_zAzxinIvA2qa]Schedule of contract balance
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Contract balance
	 
	December 31,
2025
	 
	 
	March 31,
2026
	 
	 
	June 30,
2026
	 
	 
	Six-month
movement
	 

	Accounts receivable, net
	 
	$
	[bookmark: xdx_902_eus-gaap--AccountsReceivableNet_]789
	 
	 
	$
	[bookmark: xdx_900_eus-gaap--AccountsReceivableNet_]907
	 
	 
	$
	[bookmark: xdx_908_eus-gaap--AccountsReceivableNet_]706
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--IncreaseDecreaseInAcco](83
	)

	Deferred revenue
	 
	$
	[bookmark: xdx_907_eus-gaap--DeferredRevenue_iI_pn3]1,465
	 
	 
	$
	[bookmark: xdx_901_eus-gaap--DeferredRevenue_iI_pn3]1,986
	 
	 
	$
	[bookmark: xdx_905_eus-gaap--DeferredRevenue_iI_pn3]1,365
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--IncreaseDecreaseInDefe](100
	)


[bookmark: xdx_8A8_zHei1IalhG3k] 
[bookmark: xdx_904_eus-gaap--DeferredRevenue_iI_pn3][bookmark: xdx_90B_eus-gaap--DeferredRevenue_iI_pn3]The Company had deferred revenue of approximately $1,365 thousand and $1,465 thousand as of June 30, 2026 and December 31, 2025, respectively, related to customer invoices rendered in advance for software licenses and professional services provided by the Company’s technical staff. The Company expects to satisfy its remaining performance obligations for the deferred revenue associated with professional services, and recognize the deferred revenue related to licenses generally over the remaining contract term which is generally twelve months following the commencement of the license.
 
[bookmark: xdx_906_ecustom--RevenueRecognized_pn3n3][bookmark: xdx_90C_ecustom--RevenueRecognized_pn3n3][bookmark: xdx_90E_ecustom--RevenueRecognized_pn3n3][bookmark: xdx_906_ecustom--RevenueRecognized_pn3n3]The Company recognized revenue in the reporting periods of $445 thousand and $1,087 thousand, $787 thousand and $1,778 thousand, that was included in the contract liability balance at the beginning of the period, for the three and six months ended June 30, 2026 and June 30, 2025, respectively.
 
Costs to Obtain a Contract
 
The Company recognizes eligible sales commissions as an asset within prepaid expenses and other current assets as the commissions are an incremental cost of obtaining a contract with the customer and the Company expects to recover these costs. The capitalized costs are amortized over the expected contract term. The Company has elected the practical expedient to recognize incremental costs of obtaining a contract as an expense when incurred if the amortization period of the asset that otherwise would have been recognized is one year or less.
 
Cost to Fulfill a Contract
 
The Company incurs costs to fulfill their obligations under a contract once it has obtained the contract. These costs are generally not significant and are recorded to expense as incurred.
 
Multiple Performance Obligations
 
The Company enters into contracts with customers for its technology that include multiple performance obligations. Each distinct performance obligation was determined by whether the customer could benefit from the good or service on its own or together with readily available resources. The Company allocates revenue to each performance obligation based on its relative standalone selling price. The Company’s process for determining standalone selling price considers multiple factors including the Company’s internal pricing model and market trends that may vary depending upon the facts and circumstances related to each performance obligation.
[bookmark: xdx_232_zpkCAvlVBrHa] 
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Sales and Use Taxes
 
The Company presents transactional taxes such as sales and use tax collected from customers and remitted to government authorities on a net basis.
 
Shipping and Handling Costs
 
Shipping and handling costs are expensed as incurred as part of cost of revenues. These costs were deemed to be de minimis during each of the reporting periods.
 
[bookmark: xdx_86B_zcqdgalcSRik][bookmark: xdx_841_eus-gaap--BusinessCombinationsPo]Business Combinations
 
The Company accounts for business combinations under Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC 805”) “Business Combinations” using the acquisition method of accounting, and accordingly, the assets and liabilities of the acquired business are recorded at their fair values at the date of acquisition. The excess of the purchase price over the estimated fair value is recorded as goodwill. All acquisition costs are expensed as incurred. Upon acquisition, the accounts and results of operations are included as of and subsequent to the acquisition date. Provisional amounts may be adjusted during the measurement period as additional information about facts and circumstances existing as of the acquisition date becomes available.
 
[bookmark: xdx_865_zq73GILDGwt9][bookmark: xdx_849_eus-gaap--SegmentReportingPolicy]Segments
 
The Company identifies operating segments based on the components for which separate financial information is available and whose operating results are regularly reviewed by the chief operating decision maker. The Company’s Chief Executive Officer has been identified as its chief operating decision maker. The Company evaluates a reporting unit by first identifying its operating segments under Segment Reporting (“ASC 280”). The Company then evaluates each operating segment to determine if it includes one or more components that constitute a business. If there are components within an operating segment that meet the definition of a business, the Company evaluates those components to determine if they must be aggregated into one or more reporting units. If applicable, when determining if it is appropriate to aggregate different operating segments, the Company determines if the segments are economically similar and, if so, the operating segments are aggregated. The Company has one operating segment and reporting unit. The Company is organized and operated as one business. Management reviews its business as a single operating segment, using financial and other information rendered meaningful only by the fact that such information is presented and reviewed in the aggregate.
 
[bookmark: xdx_869_ziguLnzNgBxb][bookmark: xdx_844_eus-gaap--CompensationRelatedCos]Stock-based Compensation
 
The Company measures the cost of employee and non-employee services received in exchange for an award of equity instruments based on the grant date fair value of the award. The Company has issued stock-based compensation awards in the form of options and restricted stock units. The grant date fair value is recognized over the requisite service period during which an employee and non-employee is required to provide service in exchange for the award.
[bookmark: xdx_235_z3kndIcGNOAc] 
14
 
 
The grant date fair value of options is estimated using the Black-Scholes option pricing model based on the average of the high and low stock prices at the grant date for awards under the CXApp Inc. 2023 Equity Incentive Plan (the “Incentive Plan”). The risk-free interest rate assumptions were based upon the observed interest rates appropriate for the expected term of the equity instruments. The expected dividend yield is assumed to be zero as the Company has not paid any dividends since its inception and does not anticipate paying dividends in the foreseeable future. The Company uses the simplified method to estimate the expected term.
 
For stock-based awards that contain a market condition, including vesting conditions based on the Company’s stock price or total stockholder return, the effect of the market condition is reflected in the grant-date fair value of the award. The grant-date fair value of such awards is estimated using an appropriate valuation technique, such as a Monte Carlo simulation model, that incorporates the probability of satisfying the market condition.
 
Compensation expense for an award containing a market condition is recognized over the applicable requisite service period when the requisite service is rendered, regardless of whether the market condition is ultimately achieved. Compensation cost is not subsequently reversed solely because the market condition is not satisfied.
 
The grant date fair value for restricted stock units is valued using the closing price of the Company’s common stock on the date of grant.
 
The Company estimates forfeitures at the time of grant and revises these estimates in subsequent periods if actual forfeitures differ from those estimates.
 
[bookmark: xdx_864_zylDdiCxhVOd][bookmark: xdx_84C_eus-gaap--EarningsPerSharePolicy]Earnings Per Share
 
The Company computes basic and diluted earnings per share by dividing net income by the weighted average number of common shares outstanding during the periods. Diluted earnings per share are similarly calculated with the inclusion of dilutive common stock equivalents. For the six months ended June 30, 2026 and June 30, 2025, basic and dilutive net loss per common share were the same since the inclusion of common shares issuable pursuant to the exercise of options, warrants, and vesting of restricted units in the calculation of diluted net loss per common shares would have been anti-dilutive.
 
The following table summarizes the number of common shares and common share equivalents excluded from the calculation of diluted net loss per common share for the six months ended June 30, 2026 and June 30, 2025.
 
[bookmark: xdx_890_eus-gaap--ScheduleOfAntidilutive][bookmark: xdx_890_eus-gaap--ScheduleOfAntidilutive]
	[bookmark: xdx_8B6_zcxdceQ8X4m8]Schedule of anti-dilutive shares
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	(in thousands)
	 
	Three Months Ended
June 30,
2026
	 
	 
	Three Months Ended
June 30,
2025
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2025
	 

	Stock options
	 
	 
	[bookmark: xdx_90D_eus-gaap--AntidilutiveSecurities]3,681
	 
	 
	 
	[bookmark: xdx_90B_eus-gaap--AntidilutiveSecurities]1,800
	 
	 
	 
	[bookmark: xdx_905_eus-gaap--AntidilutiveSecurities]3,681
	 
	 
	 
	[bookmark: xdx_900_eus-gaap--AntidilutiveSecurities]2,150
	 

	Restricted stock units
	 
	 
	[bookmark: xdx_902_eus-gaap--AntidilutiveSecurities]3,088
	 
	 
	 
	[bookmark: xdx_900_eus-gaap--AntidilutiveSecurities]677
	 
	 
	 
	[bookmark: xdx_90E_eus-gaap--AntidilutiveSecurities]3,088
	 
	 
	 
	[bookmark: xdx_907_eus-gaap--AntidilutiveSecurities]1,597
	 

	Warrants
	 
	 
	[bookmark: xdx_90F_eus-gaap--AntidilutiveSecurities]21,032
	 
	 
	 
	[bookmark: xdx_90B_eus-gaap--AntidilutiveSecurities]21,032
	 
	 
	 
	[bookmark: xdx_90D_eus-gaap--AntidilutiveSecurities]21,032
	 
	 
	 
	[bookmark: xdx_900_eus-gaap--AntidilutiveSecurities]21,302
	 

	Convertible debt
	 
	 
	[bookmark: xdx_903_eus-gaap--AntidilutiveSecurities]43,731
	 
	 
	 
	[bookmark: xdx_90A_eus-gaap--AntidilutiveSecurities]-
	 
	 
	 
	[bookmark: xdx_90C_eus-gaap--AntidilutiveSecurities]29,500
	 
	 
	 
	[bookmark: xdx_90D_eus-gaap--AntidilutiveSecurities]-
	 

	Total
	 
	 
	[bookmark: xdx_90C_eus-gaap--AntidilutiveSecurities]71,532
	 
	 
	 
	[bookmark: xdx_90B_eus-gaap--AntidilutiveSecurities]23,509
	 
	 
	 
	[bookmark: xdx_905_eus-gaap--AntidilutiveSecurities]57,301
	 
	 
	 
	[bookmark: xdx_904_eus-gaap--AntidilutiveSecurities]25,049
	 


[bookmark: xdx_233_zLFVr1hT5lBa] 
15
 
[bookmark: xdx_8AE_zdxcAjbBJDCk] 
[bookmark: xdx_864_zdCmRTGXyN4d][bookmark: xdx_84F_eus-gaap--FairValueMeasurementPo]Fair Value Measurements
 
FASB ASC 820, “Fair Value Measurements” (“ASC 820”), provides guidance on the development and disclosure of fair value measurements. The Company follows this authoritative guidance for fair value measurements, which defines fair value, establishes a framework for measuring fair value under generally accepted accounting principles in the United States, and expands disclosures about fair value measurements. The guidance requires fair value measurements be classified and disclosed in one of the following three categories:
 
	 
	●
	Level 1: Quoted prices (unadjusted) in active markets that are accessible at the measurement date for identical assets or liabilities.


 
	 
	●
	Level 2: Observable prices that are based on inputs not quoted on active markets but corroborated by market data.


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


 
[bookmark: xdx_90E_eus-gaap--DebtSecuritiesUnrealiz][bookmark: xdx_90C_eus-gaap--DebtSecuritiesUnrealiz][bookmark: xdx_90E_eus-gaap--DebtSecuritiesUnrealiz][bookmark: xdx_900_eus-gaap--DebtSecuritiesUnrealiz]Fair value measurements discussed herein are based upon certain market assumptions and pertinent information available to management. The fair value of the warrants has been measured based on the listed market price of such warrants, a Level 1 measurement. The fair value of the private placement warrants is measured using the quoted market price of the public warrants as an observable input, a Level 2 measurement, because the private placement warrants are not actively traded and there are no observable market inputs specific to those warrants. The Company recognized in the condensed consolidated Statements of Operations and Comprehensive Loss, an unrealized loss on its warrant liabilities (comprising both public and private placement warrants) of $526 thousand and $148 thousand, respectively, for the three and six months ended June 30, 2026 and an unrealized gain of $1,262 thousand and $3,576 thousand, respectively, for the three and six months ended June 30, 2025 respectively.
 
The following table presents information about the Company’s financial liabilities that were measured at fair value on a recurring basis as of June 30, 2026 and December 31, 2025, and indicates the fair value hierarchy of the valuation techniques the Company utilized to determine such fair value.
 
[bookmark: xdx_895_eus-gaap--ScheduleOfFairValueAss][bookmark: xdx_895_eus-gaap--ScheduleOfFairValueAss]
	[bookmark: xdx_8B1_zYTXSvJ700da]Schedule of financial liabilities measured at fair value
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	As of
June 30,
2026
	 
	 
	Quoted price in
Active Market
(Level 1)
	 
	 
	Significant other
observable input
(Level 2)
	 
	 
	Significant other
unobservable input
(Level 3)
	 

	Warrants
	 
	$
	[bookmark: xdx_90C_eus-gaap--FinancialLiabilitiesFa]1,199
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--FinancialLiabilitiesFa]694
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--FinancialLiabilitiesFa]505
	 
	 
	$
	[bookmark: xdx_909_eus-gaap--FinancialLiabilitiesFa]-
	 

	Convertible Note
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	- 2025 Avondale Prepaid Purchase #4
	 
	 
	[bookmark: xdx_909_eus-gaap--FinancialLiabilitiesFa]4,028
	 
	 
	 
	[bookmark: xdx_90D_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_904_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_909_eus-gaap--FinancialLiabilitiesFa]4,028
	 

	- 2026 Avondale Prepaid Purchase #1
	 
	 
	[bookmark: xdx_90E_eus-gaap--FinancialLiabilitiesFa]1,162
	 
	 
	 
	[bookmark: xdx_907_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_902_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_909_eus-gaap--FinancialLiabilitiesFa]1,162
	 

	- 2026 Avondale Prepaid Purchase #2
	 
	 
	[bookmark: xdx_906_eus-gaap--FinancialLiabilitiesFa]4,872
	 
	 
	 
	[bookmark: xdx_90E_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_90B_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_909_eus-gaap--FinancialLiabilitiesFa]4,872
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


[bookmark: xdx_236_zhztTYROmXm1] 
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	As of
December 31,
2025
	 
	 
	Quoted price in
Active Market
(Level 1)
	 
	 
	Significant other
observable input
(Level 2)
	 
	 
	Significant other
unobservable input
(Level 3)
	 

	Warrants
	 
	$
	[bookmark: xdx_901_eus-gaap--FinancialLiabilitiesFa]1,051
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--FinancialLiabilitiesFa]1,051
	 
	 
	$
	[bookmark: xdx_90C_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	$
	[bookmark: xdx_908_eus-gaap--FinancialLiabilitiesFa]-
	 

	Convertible Note
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	- 2025Avondale Prepaid Purchase #1
	 
	 
	[bookmark: xdx_90B_eus-gaap--FinancialLiabilitiesFa]1,231
	 
	 
	 
	[bookmark: xdx_90A_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_90A_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_903_eus-gaap--FinancialLiabilitiesFa]1,231
	 

	- 2025 Avondale Prepaid Purchase #2
	 
	 
	[bookmark: xdx_900_eus-gaap--FinancialLiabilitiesFa]2,749
	 
	 
	 
	[bookmark: xdx_907_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_900_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_900_eus-gaap--FinancialLiabilitiesFa]2,749
	 

	- 2025 Avondale Prepaid Purchase #3
	 
	 
	[bookmark: xdx_90D_eus-gaap--FinancialLiabilitiesFa]4,683
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	[bookmark: xdx_90B_eus-gaap--FinancialLiabilitiesFa]4,683
	 

	- 2025 Avondale Prepaid Purchase #4
	 
	 
	[bookmark: xdx_90D_eus-gaap--FinancialLiabilitiesFa]3,996
	 
	 
	 
	[bookmark: xdx_90C_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_905_eus-gaap--FinancialLiabilitiesFa]-
	 
	 
	 
	[bookmark: xdx_90B_eus-gaap--FinancialLiabilitiesFa]3,996
	 


[bookmark: xdx_8AC_zMFfxZUggcW3] 
The Company accounts for its public and private warrants as a derivative liability initially measured at its fair values and remeasured in the condensed consolidated statements of operations and comprehensive loss at the end of each reporting period. When the warrants are exercised, the corresponding derivative liability is de-recognized at the underlying fair value of the Class A common stock that is issued to the warrant holder less any cash paid in accordance with the warrant agreement. Upon either cash or cashless exercise, the de-recognized derivative liability results in an increase in additional paid in capital equal to the difference between the fair value of the underlying Class A common stock and its par value. A cashless exercise results in the warrant holder surrendering Class A common stock equal to the stated warrant exercise price based on the contractual terms in the warrant agreement that governs the cashless conversion.
 
The following table shows the changes in fair value of the liabilities for the six months ended June 30, 2026 and June 30, 2025:
 
[bookmark: xdx_898_eus-gaap--FairValueLiabilitiesMe][bookmark: xdx_898_eus-gaap--FairValueLiabilitiesMe]
	[bookmark: xdx_8B5_zVe4u0wk6C29]Schedule of changes in fair value of the liabilities
	 
	 
	 
	 

	Warrant liability – January 1, 2026
	 
	$
	[bookmark: xdx_906_eus-gaap--ExtendedProductWarrant]1,051
	 

	Change in fair value of derivative instruments
	 
	 
	[bookmark: xdx_909_eus-gaap--ChangeInUnrealizedGain](378
	)

	Warrant liability – March 31, 2026
	 
	 
	[bookmark: xdx_906_eus-gaap--ExtendedProductWarrant]673
	 

	Change in fair value of derivative instruments
	 
	 
	[bookmark: xdx_900_eus-gaap--ChangeInUnrealizedGain]526
	 

	Warrant liability – June 30, 2026
	 
	$
	[bookmark: xdx_904_eus-gaap--ExtendedProductWarrant]1,199
	 

	 
	 
	 
	 
	 

	Warrant liability – January 1, 2025
	 
	$
	[bookmark: xdx_908_eus-gaap--ExtendedProductWarrant]5,048
	 

	Change in fair value of derivative instruments
	 
	 
	[bookmark: xdx_907_eus-gaap--ChangeInUnrealizedGain](2,314
	)

	Warrant liability – March 31, 2025
	 
	 
	[bookmark: xdx_908_eus-gaap--ExtendedProductWarrant]2,734
	 

	Change in fair value of derivative instruments
	 
	 
	[bookmark: xdx_909_eus-gaap--ChangeInUnrealizedGain](1,262
	)

	Warrant liability – June 30, 2025
	 
	$
	[bookmark: xdx_90C_eus-gaap--ExtendedProductWarrant]1,472
	 


[bookmark: xdx_8A6_zzkSLPVjAJNd] 
[bookmark: xdx_907_eus-gaap--DebtSecuritiesUnrealiz][bookmark: xdx_908_eus-gaap--DebtSecuritiesUnrealiz][bookmark: xdx_908_eus-gaap--DebtSecuritiesUnrealiz][bookmark: xdx_908_eus-gaap--DebtSecuritiesUnrealiz]The Company accounts for convertible debt under the fair value option election using Level 3 inputs. For the three and six months ended June 30, 2026 and June 30, 2025, the Company recognized an unrealized loss in the condensed consolidated Statements of Operations and Comprehensive Loss of $4,479 thousand and $4,679 thousand, respectively, and $382 thousand and $500 thousand, respectively, which are presented as a change in fair value of derivative liability. See additional details within Note 7, Convertible debt.
[bookmark: xdx_23F_z1CXUPFKw3C2] 
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The significant inputs in the valuation models for each of the three issuances were as follows:
 
Avondale (2025)
Pre-Paid Purchase #4
 
[bookmark: xdx_89F_eus-gaap--FairValueAssetsMeasure][bookmark: xdx_89F_eus-gaap--FairValueAssetsMeasure]
	[bookmark: xdx_8BF_z8W45lhvwYK8]Schedule of valuation models
	 
	 
	 
	 
	 
	 
	 
	 

	Inputs
	 
	June 30,
2026
	 
	 
	December 31,
2025
	 

	Valuation method
	 
	Scenario based analysis
	 
	 
	Scenario based analysis
	 

	Stock price
	 
	$
	[bookmark: xdx_90F_eus-gaap--ShareBasedCompensation]0.18
	 
	 
	$
	[bookmark: xdx_904_eus-gaap--ShareBasedCompensation]0.33
	 

	Equity dividend yield
	 
	 
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]0.00
	%
	 
	 
	[bookmark: xdx_90A_eus-gaap--ShareBasedCompensation]0.00
	%

	Expected term (years)
	 
	 
	[bookmark: xdx_90C_eus-gaap--SharebasedCompensation]1.738
	 
	 
	 
	[bookmark: xdx_90D_eus-gaap--SharebasedCompensation]2.32
	 

	Volatility
	 
	 
	[bookmark: xdx_901_eus-gaap--ShareBasedCompensation]101.60
	%
	 
	 
	[bookmark: xdx_900_eus-gaap--ShareBasedCompensation]116.40
	%

	Discount rate
	 
	 
	[bookmark: xdx_907_eus-gaap--ShareBasedCompensation]3.72
	%
	 
	 
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]3.59
	%

	Risk free rate
	 
	 
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]4.06
	%
	 
	 
	[bookmark: xdx_90E_eus-gaap--ShareBasedCompensation]3.46
	%


 
Avondale (2026)
Pre-Paid Purchase #1
 
	Inputs
	 
	June 30,
2026
	 

	Valuation method
	 
	Scenario based analysis
	 

	Stock price
	 
	$
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]0.19
	 

	Equity dividend yield
	 
	 
	[bookmark: xdx_905_eus-gaap--ShareBasedCompensation]0.00
	%

	Expected term (years)
	 
	 
	[bookmark: xdx_907_eus-gaap--SharebasedCompensation]1.738
	 

	Volatility
	 
	 
	[bookmark: xdx_90B_eus-gaap--ShareBasedCompensation]101.60
	%

	Discount rate
	 
	 
	[bookmark: xdx_901_eus-gaap--ShareBasedCompensation]4.01
	%

	Risk free rate
	 
	 
	[bookmark: xdx_902_eus-gaap--ShareBasedCompensation]4.06
	%


 
Avondale (2026)
Pre-Paid Purchase #2
 
	Inputs
	 
	June 30,
2026
	 

	Valuation method
	 
	Scenario based analysis
	 

	Stock price
	 
	$
	[bookmark: xdx_905_eus-gaap--ShareBasedCompensation]0.19
	 

	Equity dividend yield
	 
	 
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]0.00
	%

	Expected term (years)
	 
	 
	[bookmark: xdx_904_eus-gaap--SharebasedCompensation]1.738
	 

	Volatility
	 
	 
	[bookmark: xdx_90F_eus-gaap--ShareBasedCompensation]101.60
	%

	Discount rate
	 
	 
	[bookmark: xdx_90A_eus-gaap--ShareBasedCompensation]4.01
	%

	Risk free rate
	 
	 
	[bookmark: xdx_90F_eus-gaap--ShareBasedCompensation]3.92
	%


[bookmark: xdx_230_zA3NjsG4gGl8] 
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Streeterville
Pre-Paid Purchase #3
 
	Inputs
	 
	December 31,
2025
	 

	Valuation method
	 
	Scenario based analysis
	 

	Stock price
	 
	$
	[bookmark: xdx_90C_eus-gaap--ShareBasedCompensation]1.82
	 

	Equity dividend yield
	 
	 
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]0.00
	%

	Expected term (years)
	 
	 
	[bookmark: xdx_905_eus-gaap--SharebasedCompensation]2.42
	 

	Volatility
	 
	 
	[bookmark: xdx_900_eus-gaap--ShareBasedCompensation]100.80
	%

	Discount rate
	 
	 
	[bookmark: xdx_903_eus-gaap--ShareBasedCompensation]11.80
	%

	Risk free rate
	 
	 
	[bookmark: xdx_90F_eus-gaap--ShareBasedCompensation]4.22
	%


 
Avondale (2025)
Pre-Paid Purchase #1
 
	Inputs
	 
	December 31,
2025
	 

	Valuation method
	 
	Scenario based analysis
	 

	Stock price
	 
	$
	[bookmark: xdx_904_eus-gaap--ShareBasedCompensation]0.33
	 

	Equity dividend yield
	 
	 
	[bookmark: xdx_902_eus-gaap--ShareBasedCompensation]0.00
	%

	Expected term (years)
	 
	 
	[bookmark: xdx_909_eus-gaap--SharebasedCompensation]2.23
	 

	Volatility
	 
	 
	[bookmark: xdx_90C_eus-gaap--ShareBasedCompensation]116.40
	%

	Discount rate
	 
	 
	[bookmark: xdx_90B_eus-gaap--ShareBasedCompensation]3.59
	%

	Risk free rate
	 
	 
	[bookmark: xdx_909_eus-gaap--ShareBasedCompensation]3.57
	%


[bookmark: xdx_8AD_zrVHGQ4pW8Dh] 
[bookmark: xdx_86D_zGHcSDC9AcZ5][bookmark: xdx_84E_eus-gaap--FairValueOfFinancialIn]Fair Value of Financial Instruments
 
Financial instruments consist of cash and cash equivalents, accounts receivable, unbilled and other receivables and accounts payable. The Company determines the estimated fair value of such financial instruments presented in the unaudited condensed consolidated financial statements is equal to its carrying value due to their short-term nature.
 
[bookmark: xdx_86D_z3fClx8lNoo1][bookmark: xdx_84E_eus-gaap--ImpairmentOrDisposalOf]Carrying Value, Recoverability and Impairment of Long-Lived Assets
 
The Company follows FASB ASC 360 “Property, Plant, and Equipment” (“ASC 360”) for its long-lived assets. Pursuant to ASC 360-10-35-17, an impairment loss shall be recognized only if the carrying amount of a long-lived asset (asset group) is not recoverable and exceeds its fair value. The carrying amount of a long-lived asset (asset group) is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition of the asset (asset group). That assessment shall be based on the carrying amount of the asset (asset group) at the date it is tested for recoverability. An impairment loss shall be measured as the amount by which the carrying amount of a long-lived asset (asset group) exceeds its fair value. Pursuant to ASC 360-10-35-20 if an impairment loss is recognized, the adjusted carrying amount of a long-lived asset shall be its new cost basis. For a depreciable long-lived asset, the new cost basis shall be depreciated (amortized) over the remaining useful life of that asset. Restoration of a previously recognized impairment loss is prohibited.
[bookmark: xdx_238_zNNF2OoNCM7l] 
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Pursuant to ASC 360-10-35-21, the Company’s long-lived asset (asset group) is tested for recoverability whenever events or changes in circumstances indicate that its carrying amount may not be recoverable. The Company considers the following to be some examples of such events or changes in circumstances that may trigger an impairment review: (a) significant decrease in the market price of a long-lived asset (asset group); (b) a significant adverse change in the extent or manner in which a long-lived asset (asset group) is being used or in its physical condition; (c) a significant adverse change in legal factors or in the business climate that could affect the value of a long-lived asset (asset group), including an adverse action or assessment by a regulator; (d) an accumulation of costs significantly in excess of the amount originally expected for the acquisition or construction of a long-lived asset (asset group); (e) a current-period operating or cash flow loss combined with a history of operating or cash flow losses or a projection or forecast that demonstrates continuing losses associated with the use of a long-lived asset (asset group); and (f) a current expectation that, more likely than not, a long-lived asset (asset group) will be sold or otherwise disposed of significantly before the end of its previously estimated useful life. The Company tests its long-lived assets for potential impairment indicators at least annually and more frequently upon the occurrence of such events.
 
[bookmark: xdx_90A_ecustom--ImpairmentChargesOfLong][bookmark: xdx_903_ecustom--ImpairmentChargesOfLong]Based on its assessments, the Company recorded no impairment charges on long-lived assets for the six months ended June 30, 2026 and June 30, 2025.
 
[bookmark: xdx_86D_zN6k9o9m6h9h][bookmark: xdx_848_eus-gaap--NewAccountingPronounce]Recently Adopted Accounting Pronouncement
 
In November 2024, the FASB issued ASU No. 2024-04 “Debt—Debt with Conversion and Other Options (Subtopic 470-20)”. The amendment requires companies to apply a preexisting contract approach. Under this approach, a settlement qualifies for induced conversion accounting if the inducement offer preserves the form of consideration and results in an amount of consideration that is no less than that issuable pursuant to the preexisting conversion privileges. The ASU is effective for annual and interim reporting periods in fiscal years beginning after December 15, 2025, with early adoption permitted for entities that have adopted the amendments in ASU 2020-06. The Company adopted this guidance effective January 1, 2026. The adoption of ASU 2024-04 did not have a material impact on the Company’s unaudited condensed consolidated financial statements for the six months ended June 30, 2026.
 
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, which provides a practical expedient when estimating expected credit losses for current accounts receivable and current contract assets arising from transactions accounted for under Topic 606. The practical expedient allows companies to assume the current conditions as of the balance sheet date do not change for the remaining life of the asset when measuring credit losses. The amendments in ASU 2025‑05 are effective for annual reporting periods beginning after December 15, 2025, and interim periods within those annual reporting periods. The Company adopted this guidance effective January 1, 2026. The adoption of ASU 2025‑05 did not have a material impact on the Company’s unaudited condensed consolidated financial statements for the six months ended June 30, 2026.
 
[bookmark: xdx_866_z6v9K5N42F85][bookmark: xdx_84D_ecustom--RecentlyIssuedAccountin]Recently Issued Accounting Standards Not Yet Adopted
 
In November 2024, the FASB issued ASU No. 2024-03 “Disaggregation of Income Statement Expenses”. The amendment requires more detailed information about specified categories of expenses (purchases of inventory, employee compensation, depreciation, amortization, and depletion) included in certain expense captions presented on the face of the income statement. This ASU is effective for fiscal years beginning after December 15, 2026 and for interim periods within fiscal years beginning after December 15, 2027. Early adoption is permitted. The amendments may be applied either (1) prospectively to unaudited condensed consolidated financial statements issued for reporting periods after the effective date of this ASU or (2) retrospectively to all prior periods presented in the unaudited condensed consolidated financial statements. We are currently evaluating the impact this ASU will have on our disclosures.
 
In May 2025, the FASB issued ASU 2025-04, “Compensation - Stock Compensation (Topic 718) and Revenue from Contracts with Customers (Topic 606): Clarifications to Share-Based Consideration Payable to a Customer”. The amendments clarify the accounting for share-based consideration payable to a customer in connection with the sale of goods or services, including the measurement date, vesting conditions and recognition of the resulting reduction in the transaction price. The amendments are effective for annual and interim reporting periods in fiscal years beginning after December 15, 2026, with early adoption permitted. The Company is currently evaluating the impact of adopting this guidance on its condensed consolidated financial statements and related disclosures.
[bookmark: xdx_23C_zex9hd5AcCBk] 
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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, which modernizes the accounting for internal-use software to current development practices, clarifies when to begin capitalizing costs, and enhances disclosure requirements. The amendments in ASU 2025-06 are effective for annual periods beginning after December 15, 2027, and interim periods within those annual reporting periods. Early adoption is permitted. The Company is currently evaluating the impact of this standard on the Company’s unaudited condensed consolidated financial statements.
 
In December 2025, the FASB issued ASU 2025-11, “Interim Reporting (Topic 270): Narrow-Scope Improvements”. The amendments improve the organization and clarity of the interim reporting guidance and establish a principle requiring disclosure of events and changes since the end of the most recent annual reporting period that have a material effect on an entity. The amendments are effective for interim periods beginning after December 15, 2027 for public business entities, with early adoption permitted. The Company is currently evaluating the impact of adopting this guidance on its interim financial statement disclosures.
 
[bookmark: xdx_80C_ecustom--DisaggregationOfRevenue][bookmark: xdx_82F_zkpduSl6soY9]NOTE 3 - Disaggregation of Revenue
 
The Company recognizes revenue when control is transferred of the promised products or services to its customers, in an amount that reflects the consideration the Company expects to be entitled to in exchange for those products or services. The Company derives revenue from software as a service, design and implementation services for its enterprise apps solutions systems, and professional services for work performed in conjunction with its systems, and sale of hardware.
 
Revenues consisted of the following (in thousands):
 
[bookmark: xdx_890_eus-gaap--DisaggregationOfRevenu][bookmark: xdx_890_eus-gaap--DisaggregationOfRevenu]
	[bookmark: xdx_8B6_zH2OqJQoDf38]Schedule of disaggregation of revenue
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	Three Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Three Months Ended
June 30,
2025
	 
	 
	Six Months Ended
June 30,
2025
	 

	Subscription revenue
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Software, License & Maintenance Contracts(1)
	 
	$
	[bookmark: xdx_90C_eus-gaap--Revenues_pn3n3_c202604]1,093
	 
	 
	$
	[bookmark: xdx_900_eus-gaap--Revenues_pn3n3_c202601]2,027
	 
	 
	$
	[bookmark: xdx_90B_eus-gaap--Revenues_pn3n3_c202504]1,175
	 
	 
	$
	[bookmark: xdx_90C_eus-gaap--Revenues_pn3n3_c202501]2,386
	 

	Total subscription revenue
	 
	$
	[bookmark: xdx_90B_eus-gaap--Revenues_pn3n3_c202604]1,093
	 
	 
	$
	[bookmark: xdx_904_eus-gaap--Revenues_pn3n3_c202601]2,027
	 
	 
	$
	[bookmark: xdx_903_eus-gaap--Revenues_pn3n3_c202504]1,175
	 
	 
	$
	[bookmark: xdx_906_eus-gaap--Revenues_pn3n3_c202501]2,386
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Non-subscription revenue
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Professional services(2)
	 
	$
	[bookmark: xdx_90E_eus-gaap--Revenues_pn3n3_c202604]63
	 
	 
	$
	[bookmark: xdx_903_eus-gaap--Revenues_pn3n3_c202601]77
	 
	 
	$
	[bookmark: xdx_900_eus-gaap--Revenues_pn3n3_c202504]20
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--Revenues_pn3n3_c202501]33
	 

	Hardware(3)
	 
	 
	[bookmark: xdx_90B_eus-gaap--Revenues_pn3n3_c202604]12
	 
	 
	 
	[bookmark: xdx_90F_eus-gaap--Revenues_pn3n3_c202601]14
	 
	 
	 
	[bookmark: xdx_909_eus-gaap--Revenues_pn3n3_c202504]28
	 
	 
	 
	[bookmark: xdx_90A_eus-gaap--Revenues_pn3n3_c202501]28
	 

	Managed advertising(4)
	 
	 
	[bookmark: xdx_900_eus-gaap--Revenues_pn3n3_c202604]435
	 
	 
	 
	[bookmark: xdx_905_eus-gaap--Revenues_pn3n3_c202504]435
	 
	 
	 
	[bookmark: xdx_900_eus-gaap--Revenues_pn3n3_c202601]-
	 
	 
	 
	[bookmark: xdx_90A_eus-gaap--Revenues_pn3n3_c202501]-
	 

	Growth marketing advisory(5)
	 
	 
	[bookmark: xdx_903_eus-gaap--Revenues_pn3n3_c202604]91
	 
	 
	 
	[bookmark: xdx_903_eus-gaap--Revenues_pn3n3_c202504]91
	 
	 
	 
	[bookmark: xdx_907_eus-gaap--Revenues_pn3n3_c202501]-
	 
	 
	 
	[bookmark: xdx_904_eus-gaap--Revenues_pn3n3_c202401]-
	 

	Total non-subscription revenue
	 
	$
	[bookmark: xdx_905_eus-gaap--Revenues_pn3n3_c202604]601
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--Revenues_pn3n3_c202601]617
	 
	 
	$
	[bookmark: xdx_90F_eus-gaap--Revenues_pn3n3_c202504]48
	 
	 
	$
	[bookmark: xdx_90E_eus-gaap--Revenues_pn3n3_c202501]61
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total Revenue
	 
	$
	[bookmark: xdx_909_eus-gaap--Revenues_pn3n3_c202604]1,694
	 
	 
	$
	[bookmark: xdx_906_eus-gaap--Revenues_pn3n3_c202601]2,644
	 
	 
	$
	[bookmark: xdx_90C_eus-gaap--Revenues_pn3n3_c202504]1,223
	 
	 
	$
	[bookmark: xdx_900_eus-gaap--Revenues_pn3n3_c202501]2,447
	 


 
	 
	 
	Three Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Three Months Ended
June 30,
2025
	 
	 
	Six Months Ended
June 30,
2025
	 

	Revenue recognized over time(1)(2)(4)(5)
	 
	$
	[bookmark: xdx_907_eus-gaap--Revenues_pn3n3_c202604]1,682
	 
	 
	$
	[bookmark: xdx_908_eus-gaap--Revenues_pn3n3_c202601]2,630
	 
	 
	$
	[bookmark: xdx_90A_eus-gaap--Revenues_pn3n3_c202504]1,195
	 
	 
	$
	[bookmark: xdx_903_eus-gaap--Revenues_pn3n3_c202501]2,419
	 

	Revenue recognized at point in time(3)
	 
	 
	[bookmark: xdx_90E_eus-gaap--Revenues_pn3n3_c202604]12
	 
	 
	 
	[bookmark: xdx_90B_eus-gaap--Revenues_pn3n3_c202601]14
	 
	 
	 
	[bookmark: xdx_905_eus-gaap--Revenues_pn3n3_c202504]28
	 
	 
	 
	[bookmark: xdx_90D_eus-gaap--Revenues_pn3n3_c202501]28
	 

	 
	 
	$
	[bookmark: xdx_904_eus-gaap--Revenues_pn3n3_c202604]1,694
	 
	 
	$
	[bookmark: xdx_90B_eus-gaap--Revenues_pn3n3_c202601]2,644
	 
	 
	$
	[bookmark: xdx_906_eus-gaap--Revenues_pn3n3_c202504]1,223
	 
	 
	$
	[bookmark: xdx_900_eus-gaap--Revenues_pn3n3_c202501]2,447
	 


[bookmark: xdx_23A_zCSk4imSd2ve] 
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	Geographic area
	 
	Three Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Three Months Ended
June 30,
2025
	 
	 
	Six Months Ended
June 30,
2025
	 

	United States
	 
	$
	[bookmark: xdx_903_eus-gaap--Revenues_pn3n3_c202604]1,001
	 
	 
	$
	[bookmark: xdx_90A_eus-gaap--Revenues_pn3n3_c202601]1,941
	 
	 
	$
	[bookmark: xdx_90B_eus-gaap--Revenues_pn3n3_c202504]1,199
	 
	 
	$
	[bookmark: xdx_90B_eus-gaap--Revenues_pn3n3_c202501]2,396
	 

	Canada
	 
	 
	[bookmark: xdx_90C_eus-gaap--Revenues_pn3n3_c202604]4
	 
	 
	 
	[bookmark: xdx_908_eus-gaap--Revenues_pn3n3_c202601]14
	 
	 
	 
	[bookmark: xdx_908_eus-gaap--Revenues_pn3n3_c202504]24
	 
	 
	 
	[bookmark: xdx_907_eus-gaap--Revenues_pn3n3_c202501]51
	 

	Australia
	 
	 
	[bookmark: xdx_90F_eus-gaap--Revenues_pn3n3_c202604]689
	 
	 
	 
	[bookmark: xdx_90C_eus-gaap--Revenues_pn3n3_c202601]689
	 
	 
	 
	[bookmark: xdx_901_eus-gaap--Revenues_pn3n3_c202504]-
	 
	 
	 
	[bookmark: xdx_90E_eus-gaap--Revenues_pn3n3_c202501]-
	 

	Total
	 
	$
	[bookmark: xdx_90C_eus-gaap--Revenues_pn3n3_c202604]1,694
	 
	 
	$
	[bookmark: xdx_905_eus-gaap--Revenues_pn3n3_c202601]2,644
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--Revenues_pn3n3_c202504]1,223
	 
	 
	$
	[bookmark: xdx_90C_eus-gaap--Revenues_pn3n3_c202501]2,447
	 


 
 
	[bookmark: xdx_F0F_z8Du5OBsLFJa][bookmark: xdx_F16_zjxC3fXv8Iud](1)
	[bookmark: xdx_F0E_zDfreac5uena]Software As A Service Subscription Revenue’s performance obligation is satisfied evenly over the service period using a time-based measure because the Company is providing continuous access to its service and service is recognized over time. Additionally, it also includes access to technology platform and search-engine optimization solutions provided to customers.

	[bookmark: xdx_F1A_zZm9Uskjlijd](2)
	[bookmark: xdx_F00_zSlEygvpZh7]Professional services are also contracted on the fixed fee and time and materials basis. Fixed fees are paid monthly, in phases, or upon acceptance of deliverables. The Company has generally elected the practical expedient to recognize revenue for the right to invoice because the Company’s right to consideration corresponds directly with the value to the customer of the performance completed to date.

	[bookmark: xdx_F1F_zLUuTsPn3bD5](3)
	[bookmark: xdx_F0C_z7UX3CClIWCk]Hardware revenue is recognized at a point in time when the control over the goods transfers to the customer - upon delivery to the customers.

	[bookmark: xdx_F16_zX1eW5OLI54b](4)
	[bookmark: xdx_F0A_zJuc9CPB8pOf]Managed advertising services represent a series of distinct services that are substantially the same and have the same pattern of transfer to the customer. Revenue from these services is recognized over time because the customer simultaneously receives and consumes the benefits as the Company performs.

	[bookmark: xdx_F14_zA3hf3RaprPl](5)
	Growth marketing advisory, which includes website and network development and its related services, revenue is recognized over time when the applicable criteria for over-time recognition are met, primarily where the services performed create no alternative use to the Company and the Company has an enforceable right to payment for work completed to date.


[bookmark: xdx_8AE_zcWARpqxV7bi] 
[bookmark: xdx_803_ecustom--DeferredRevenueTextBloc][bookmark: xdx_82C_zEqMYfbEHRFl]NOTE 4 - Deferred Revenue
 
Deferred revenue activity for the six months ended June 30, 2026 was as follows (in thousands):
 
[bookmark: xdx_899_ecustom--ScheduleOfDeferredReven][bookmark: xdx_899_ecustom--ScheduleOfDeferredReven]
	[bookmark: xdx_8BB_zlN8EUPdz6L2]Schedule of deferred revenue
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	License
Agreements
	 
	 
	Professional
Service
Agreements
	 
	 
	Hardware
	 
	 
	Total
	 

	Deferred Revenue - January 1, 2026
	 
	$
	[bookmark: xdx_906_eus-gaap--DeferredRevenue_iS_pn3]1,414
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--DeferredRevenue_iS_pn3]51
	 
	 
	$
	[bookmark: xdx_90E_eus-gaap--DeferredRevenue_iS_pn3]-
	 
	 
	$
	[bookmark: xdx_900_eus-gaap--DeferredRevenue_iS_pn3]1,465
	 

	Revenue recognized(1)
	 
	 
	[bookmark: xdx_90A_ecustom--RecognizedRevenue_pn3n3](1,865
	)
	 
	 
	[bookmark: xdx_90F_ecustom--RecognizedRevenue_pn3n3](77
	)
	 
	 
	[bookmark: xdx_90B_ecustom--RecognizedRevenue_pn3n3](13
	)
	 
	 
	[bookmark: xdx_901_ecustom--RecognizedRevenue_pn3n3](1,955
	)

	Revenue deferred
	 
	 
	[bookmark: xdx_904_ecustom--RevenueDeferred_pn3n3_c]1,747
	 
	 
	 
	[bookmark: xdx_901_ecustom--RevenueDeferred_pn3n3_c]95
	 
	 
	 
	[bookmark: xdx_903_ecustom--RevenueDeferred_pn3n3_c]13
	 
	 
	 
	[bookmark: xdx_908_ecustom--RevenueDeferred_pn3n3_c]1,855
	 

	Deferred Revenue - June 30, 2026
	 
	$
	[bookmark: xdx_90D_eus-gaap--DeferredRevenue_iE_pn3]1,296
	 
	 
	$
	[bookmark: xdx_908_eus-gaap--DeferredRevenue_iE_pn3]69
	 
	 
	$
	[bookmark: xdx_90A_eus-gaap--DeferredRevenue_iE_pn3]-
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--DeferredRevenue_iE_pn3]1,365
	 


 
 
	
	[bookmark: xdx_F02_z4IiwHOaAq03](1)
	[bookmark: xdx_F12_zmLwtqVhLCG9]The total revenue for the six months is $2,644 thousand which includes EngineRoom revenue of $689 thousand which is not deferred revenue and hence, not added in the above table.


 
	 
	 
	License
Agreements
	 
	 
	Professional
Service
Agreements
	 
	 
	Hardware
	 
	 
	Total
	 

	Deferred Revenue - January 1, 2025
	 
	$
	[bookmark: xdx_90F_eus-gaap--DeferredRevenue_iS_pn3]2,604
	 
	 
	$
	[bookmark: xdx_90A_eus-gaap--DeferredRevenue_iS_pn3]61
	 
	 
	$
	[bookmark: xdx_904_eus-gaap--DeferredRevenue_iS_pn3]18
	 
	 
	$
	[bookmark: xdx_90B_eus-gaap--DeferredRevenue_iS_pn3]2,683
	 

	Revenue recognized
	 
	 
	[bookmark: xdx_903_ecustom--RecognizedRevenue_pn3n3](4,480
	)
	 
	 
	[bookmark: xdx_904_ecustom--RecognizedRevenue_pn3n3](73
	)
	 
	 
	[bookmark: xdx_90F_ecustom--RecognizedRevenue_pn3n3](30
	)
	 
	 
	[bookmark: xdx_903_ecustom--RecognizedRevenue_pn3n3](4,583
	)

	Revenue deferred
	 
	 
	[bookmark: xdx_90E_ecustom--RevenueDeferred_pn3n3_c]3,234
	 
	 
	 
	[bookmark: xdx_90F_ecustom--RevenueDeferred_pn3n3_c]63
	 
	 
	 
	[bookmark: xdx_904_ecustom--RevenueDeferred_pn3n3_c]12
	 
	 
	 
	[bookmark: xdx_90C_ecustom--RevenueDeferred_pn3n3_c]3,309
	 

	Advance from Customers
	 
	 
	[bookmark: xdx_90B_ecustom--AdvanceFromCustomer_iP3]56
	 
	 
	 
	[bookmark: xdx_900_ecustom--AdvanceFromCustomer_pn3]-
	 
	 
	 
	[bookmark: xdx_906_ecustom--AdvanceFromCustomer_pn3]-
	 
	 
	 
	[bookmark: xdx_905_ecustom--AdvanceFromCustomer_pn3]56
	 

	Deferred Revenue - December 31, 2025
	 
	$
	[bookmark: xdx_904_eus-gaap--DeferredRevenue_iE_pn3]1,414
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--DeferredRevenue_iE_pn3]51
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--DeferredRevenue_iE_pn3]-
	 
	 
	$
	[bookmark: xdx_901_eus-gaap--DeferredRevenue_iE_pn3]1,465
	 


[bookmark: xdx_8A6_zvJv4JYHsWl7] 
[bookmark: xdx_908_eus-gaap--DeferredRevenue_iI_pn3][bookmark: xdx_905_eus-gaap--DeferredRevenue_iI_pn3]Deferred revenues were approximately $1,365 thousand and $1,465 thousand as of June 30, 2026 and December 31, 2025, respectively.
 
The fair value of the deferred revenue approximates the services to be rendered.
[bookmark: xdx_23F_z13xBxdk1jge] 
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[bookmark: xdx_802_eus-gaap--AccountsPayableAndAccr][bookmark: xdx_828_zo33JU8Xsqle]NOTE 5 - Accrued Liabilities
 
Accrued liabilities consisted of the following as of June 30, 2026 and December 31, 2025 (in thousands):
 
[bookmark: xdx_880_eus-gaap--ScheduleOfAccruedLiabi][bookmark: xdx_880_eus-gaap--ScheduleOfAccruedLiabi]
	[bookmark: xdx_8B9_zkQavmMkEH1a]Schedule of accrued Liabilities
	 
	[bookmark: xdx_492_20260630_zUU8PQk8ZHQ] 
	 
	 
	 
	[bookmark: xdx_49C_20251231_zBONwzZOuJ5c] 
	 
	 

	 
	 
	June 30,
2026
	 
	 
	December 31,
2025
	[bookmark: xdx_40A_ecustom--AccruedExpensesAndReimb] 

	Accrued expenses and reimbursements
	 
	$
	2,253
	 
	 
	$
	1,502
	[bookmark: xdx_400_ecustom--AccruedCompensationAndB] 

	Accrued compensation and benefits
	 
	 
	508
	 
	 
	 
	469
	[bookmark: xdx_403_eus-gaap--AccruedBonusesCurrent_] 

	Accrued bonus and commissions
	 
	 
	214
	 
	 
	 
	115
	[bookmark: xdx_407_eus-gaap--AccrualForTaxesOtherTh] 

	Accrued sales and other indirect taxes payable
	 
	 
	552
	 
	 
	 
	158
	[bookmark: xdx_40F_eus-gaap--AccruedInsuranceCurren] 

	Accrued insurance premium and interest
	 
	 
	81
	 
	 
	 
	24
	[bookmark: xdx_404_eus-gaap--AccruedIncomeTaxes_iI_] 

	Income tax payable
	 
	 
	68
	 
	 
	 
	-
	[bookmark: xdx_400_ecustom--AccruedTransactionCosts] 

	Accrued transaction costs
	 
	 
	-
	 
	 
	 
	13
	[bookmark: xdx_40B_eus-gaap--AccruedLiabilitiesCurr] 

	Accrued liabilities
	 
	$
	3,676
	 
	 
	$
	2,281
	 


 
Financed Director & Officers Insurance
 
[bookmark: xdx_906_ecustom--InsuranceAgreementDescr][bookmark: xdx_909_ecustom--DownPayment_pn3n3_c2025][bookmark: xdx_90A_ecustom--DueToRelatedParties_iI_][bookmark: xdx_90D_ecustom--DueToRelatedParties_iI_]The Company entered into a Directors & Officers (“D&O”) insurance agreement with Oakwood D&O Insurance, effective March 15, 2026. The stated interest rate as per the agreement is 6.9% p.a. The first of ten separate monthly installment payments began on April 14, 2026. The Company made a down payment on the policy of $29 thousand. As of June 30, 2026 and December 31, 2025, the Company owed $81 thousand and $24 thousand, respectively, on the D&O insurance policy.
 
[bookmark: xdx_805_ecustom--StockAwardPlansAndStock][bookmark: xdx_82E_zdGrz81nMvFb]NOTE 6 - Stock Option Plan and Stock-Based Compensation
 
Employee Stock Options
 
To calculate the stock-based compensation resulting from the issuance of options, the Company uses the Black-Scholes option pricing model, which is affected by the Company’s fair value of its stock price as well as assumptions regarding a number of subjective variables. These variables include, but are not limited to, the Company’s expected stock price volatility over the term of the awards, and actual and projected employee stock option exercise behaviors.
 
[bookmark: xdx_907_eus-gaap--ShareBasedCompensation][bookmark: xdx_906_eus-gaap--ShareBasedCompensation][bookmark: xdx_902_eus-gaap--ShareBasedCompensation][bookmark: xdx_90A_eus-gaap--ShareBasedCompensation]On April 4, 2025, the Board approved the award of 350,000 options to purchase common stock pursuant to the 2023 Equity Incentive plan to Khurram Sheikh, the Chief Executive Officer of the Company and Joy Mbanugo, the Chief Financial Officer of the Company. The options have an exercise price of $1.00 per share and expire on May 23, 2035. The stock options were valued using the Black-Scholes option valuation model and the fair value of the awards granted was determined to be $0.56 per option on the grant date. The fair value of the common stock as of the grant date utilized in the Black-Scholes options valuation model was $1.00 per share.
 
During the six months ended June 30, 2026, the Company granted stock options to its Chief Executive Officer that include a market-based vesting condition. Vesting of the market-condition portion of the award is contingent upon satisfaction of the applicable market-based target specified in the award agreement, together with the continued-service requirements of the award.
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The effect of the market condition is incorporated into the grant-date fair value of the award using an appropriate valuation technique that reflects the probability of satisfying the market condition. The significant valuation assumptions include the Company’s common-stock price on the grant date, the exercise price, expected stock-price volatility, risk-free interest rate, expected dividend yield and contractual term.
 
Stock-based compensation expense associated with the market-condition award is recognized over the requisite or derived service period when the applicable service condition is rendered, regardless of whether the market condition is ultimately achieved. Compensation expense is not reversed solely because the market condition is not satisfied. The Company has not recognized any stock-based compensation expense related to market-based awards, as the associated market conditions are not considered probable of achievement as of the reporting date.
 
[bookmark: xdx_908_eus-gaap--ShareBasedCompensation][bookmark: xdx_90A_eus-gaap--ShareBasedCompensation][bookmark: xdx_90D_eus-gaap--ShareBasedCompensation][bookmark: xdx_90E_eus-gaap--ShareBasedCompensation][bookmark: xdx_90C_eus-gaap--ShareBasedCompensation][bookmark: xdx_903_eus-gaap--ShareBasedCompensation]On April 13, 2026, the Board approved the award of 2,160,000 stock options to purchase the Company’s common stock, granted to employees and consultants of the Company pursuant to the 2023 Equity Incentive Plan. Of the options granted, 2,035,000 were incentive stock options (ISOs) issued to employees and 125,000 were non-statutory stock options (NSOs) issued to consultants. The options have a life of ten years, an exercise price of $0.16 per share, and expire on April 13, 2036. The options vest as to one-third on the first anniversary of the grant date, with the remaining two-thirds vesting in substantially equal monthly installments over the following 24 months. The stock options were valued using the Black-Scholes option valuation model, and the weighted-average fair value of the awards granted during the period was determined to be $0.11 per option on the grant date.
 
[bookmark: xdx_907_eus-gaap--ShareBasedCompensation][bookmark: xdx_907_eus-gaap--ShareBasedCompensation][bookmark: xdx_90C_eus-gaap--ShareBasedCompensation]During the six months ended June 30, 2026, options to purchase 403,332 shares of common stock were forfeited following the termination of service of Joy Mbanugo, the Company’s former Chief Financial Officer, before the options vested. The forfeited options had a weighted-average exercise price of $0.79 per share and a weighted-average grant-date fair value of $0.52 per option. No stock options granted to any other employee were forfeited during the period. Previously recognized compensation expense related to the unvested forfeited options was reversed during the period.
 
See below for a summary of the stock options granted under the Incentive Plan for the three and six months ended June 30, 2026.
 
[bookmark: xdx_895_eus-gaap--ScheduleOfShareBasedCo][bookmark: xdx_895_eus-gaap--ScheduleOfShareBasedCo]
	[bookmark: xdx_8BB_zO1K4fkAakEf]Schedule of stock options granted
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	Number of
Options
	 
	 
	Weighted average
exercise price
	 
	 
	Weighted average
remaining
contractual
term (Years)
	 
	 
	Weighted average
fair value
at Grant date
	 
	 
	Aggregate
Intrinsic Value
	 

	Options outstanding at January 1, 2026
	 
	 
	[bookmark: xdx_901_eus-gaap--ShareBasedCompensation]2,149,550
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]1.44
	 
	 
	 
	[bookmark: xdx_90E_eus-gaap--SharebasedCompensation]8.01
	 
	 
	$
	[bookmark: xdx_90B_eus-gaap--SharebasedCompensation]0.91
	 
	 
	$
	[bookmark: xdx_903_eus-gaap--ShareBasedCompensation]-
	 

	Granted
	 
	 
	[bookmark: xdx_90C_eus-gaap--ShareBasedCompensation]-
	 
	 
	$
	[bookmark: xdx_90E_eus-gaap--ShareBasedCompensation]-
	 
	 
	 
	-
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]-
	 
	 
	$
	[bookmark: xdx_90D_ecustom--SharebasedCompensationA]-
	 

	Exercised
	 
	 
	[bookmark: xdx_901_eus-gaap--StockIssuedDuringPerio]-
	 
	 
	$
	[bookmark: xdx_903_eus-gaap--ShareBasedCompensation]-
	 
	 
	 
	-
	 
	 
	$
	[bookmark: xdx_90A_ecustom--ShareBasedCompensationA]-
	 
	 
	$
	[bookmark: xdx_906_ecustom--SharebasedCompensationA]-
	 

	Forfeited
	 
	 
	[bookmark: xdx_904_eus-gaap--SharebasedCompensation]-
	 
	 
	$
	[bookmark: xdx_905_eus-gaap--ShareBasedCompensation]-
	 
	 
	 
	-
	 
	 
	$
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]-
	 
	 
	$
	[bookmark: xdx_90F_ecustom--SharebasedCompensationA]-
	 

	Options outstanding at March 31, 2026
	 
	 
	[bookmark: xdx_90A_eus-gaap--ShareBasedCompensation]2,149,550
	 
	 
	$
	[bookmark: xdx_90C_eus-gaap--ShareBasedCompensation]1.44
	 
	 
	 
	[bookmark: xdx_909_eus-gaap--SharebasedCompensation]7.76
	 
	 
	$
	[bookmark: xdx_90B_eus-gaap--SharebasedCompensation]0.91
	 
	 
	$
	[bookmark: xdx_906_eus-gaap--ShareBasedCompensation]-
	 

	Options vested and exercisable at March 31, 2026
	 
	 
	[bookmark: xdx_901_eus-gaap--ShareBasedCompensation]1,366,699
	 
	 
	$
	[bookmark: xdx_90E_eus-gaap--ShareBasedCompensation]1.53
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


[bookmark: xdx_23A_zaAhTBu72fS] 
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	Number of
Options
	 
	 
	Weighted average
exercise price
	 
	 
	Weighted average
remaining
contractual
term (Years)
	 
	 
	Weighted average
fair value
at Grant date
	 
	 
	Aggregate
Intrinsic Value
	 

	Options outstanding at March 31, 2026
	 
	 
	[bookmark: xdx_904_eus-gaap--ShareBasedCompensation]2,149,550
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]1.44
	 
	 
	 
	[bookmark: xdx_907_eus-gaap--SharebasedCompensation]7.76
	 
	 
	$
	[bookmark: xdx_905_eus-gaap--SharebasedCompensation]0.91
	 
	 
	$
	[bookmark: xdx_900_eus-gaap--ShareBasedCompensation]-
	 

	Granted
	 
	 
	[bookmark: xdx_905_eus-gaap--ShareBasedCompensation]2,160,000
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]0.16
	 
	 
	 
	[bookmark: xdx_900_eus-gaap--ShareBasedCompensation]9.79
	 
	 
	$
	[bookmark: xdx_904_eus-gaap--ShareBasedCompensation]0.11
	 
	 
	$
	[bookmark: xdx_908_ecustom--SharebasedCompensationA]-
	 

	Exercised
	 
	 
	[bookmark: xdx_909_eus-gaap--StockIssuedDuringPerio]-
	 
	 
	$
	[bookmark: xdx_909_eus-gaap--ShareBasedCompensation]-
	 
	 
	 
	-
	 
	 
	$
	[bookmark: xdx_90D_ecustom--ShareBasedCompensationA]-
	 
	 
	$
	[bookmark: xdx_902_ecustom--SharebasedCompensationA]-
	 

	Forfeited
	 
	 
	[bookmark: xdx_906_eus-gaap--SharebasedCompensation](403,332
	)
	 
	$
	[bookmark: xdx_90F_eus-gaap--ShareBasedCompensation]0.79
	 
	 
	 
	-
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]0.52
	 
	 
	$
	[bookmark: xdx_905_ecustom--SharebasedCompensationA]-
	 

	Options outstanding at June 30, 2026
	 
	 
	[bookmark: xdx_90F_eus-gaap--ShareBasedCompensation]3,906,218
	 
	 
	$
	[bookmark: xdx_903_eus-gaap--ShareBasedCompensation]0.80
	 
	 
	 
	[bookmark: xdx_900_eus-gaap--SharebasedCompensation]8.22
	 
	 
	$
	[bookmark: xdx_903_eus-gaap--SharebasedCompensation]0.51
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--ShareBasedCompensation]-
	 

	Options vested and exercisable at June 30, 2026
	 
	 
	[bookmark: xdx_90E_eus-gaap--ShareBasedCompensation]1,521,949
	 
	 
	$
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]1.49
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


[bookmark: xdx_8AB_zvO2AR3wEJHd] 
Non-cash stock-based compensation expenses related to stock option were recorded in the unaudited condensed consolidated financial statements as summarized below:
 
[bookmark: xdx_89F_eus-gaap--ScheduleOfShareBasedCo][bookmark: xdx_89F_eus-gaap--ScheduleOfShareBasedCo]
	[bookmark: xdx_8BC_zZBxja1ewL9]Schedule of non-cash stock-based compensation expense
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	Three Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Three Months Ended
June 30,
2025
	 
	 
	Six Months Ended
June 30,
2025
	 

	Research and development
	 
	$
	[bookmark: xdx_90B_eus-gaap--ShareBasedCompensation]12
	 
	 
	$
	[bookmark: xdx_904_eus-gaap--ShareBasedCompensation]21
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--ShareBasedCompensation]7
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]19
	 

	Sales and marketing
	 
	 
	[bookmark: xdx_90E_eus-gaap--ShareBasedCompensation]10
	 
	 
	 
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]19
	 
	 
	 
	[bookmark: xdx_909_eus-gaap--ShareBasedCompensation]6
	 
	 
	 
	[bookmark: xdx_903_eus-gaap--ShareBasedCompensation]42
	 

	General and administrative
	 
	 
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]76
	 
	 
	 
	[bookmark: xdx_909_eus-gaap--ShareBasedCompensation]153
	 
	 
	 
	[bookmark: xdx_905_eus-gaap--ShareBasedCompensation]38
	 
	 
	 
	[bookmark: xdx_90F_eus-gaap--ShareBasedCompensation]249
	 

	Total non-cash stock compensation
	 
	$
	[bookmark: xdx_902_eus-gaap--ShareBasedCompensation]98
	 
	 
	$
	[bookmark: xdx_90B_eus-gaap--ShareBasedCompensation]193
	 
	 
	$
	[bookmark: xdx_90F_eus-gaap--ShareBasedCompensation]51
	 
	 
	$
	[bookmark: xdx_907_eus-gaap--ShareBasedCompensation]310
	 


[bookmark: xdx_8AF_zJXdYMM60hQ9] 
[bookmark: xdx_900_eus-gaap--EmployeeServiceShareBa][bookmark: xdx_90E_eus-gaap--ShareBasedCompensation]As of June 30, 2026, the remaining unrecognized stock compensation expense related to unvested stock options was approximately $490 thousand, which is expected to be recognized over weighted-average remaining periods of approximately 2.11 years.
 
The Company estimates the grant-date fair value of stock options containing service-based vesting conditions using the Black-Scholes option-pricing model. The Black-Scholes model incorporates assumptions regarding the fair value of the Company’s common stock, exercise price, expected term, expected stock-price volatility, risk-free interest rate and expected dividend yield. For stock options containing market-based vesting conditions, the Company uses an appropriate valuation technique that incorporates the effect of the market condition into the grant-date fair value. For the six months ended June 30, 2026 and June 30, 2025, are as follows:
 
[bookmark: xdx_89C_eus-gaap--ScheduleOfShareBasedPa][bookmark: xdx_89C_eus-gaap--ScheduleOfShareBasedPa]
	[bookmark: xdx_8B5_zJINPucHEZX6]Schedule of assumptions used
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	June 30,
2026
	 
	 
	June 30,
2025
	 

	Risk-free interest rate
	 
	 
	[bookmark: xdx_902_eus-gaap--ShareBasedCompensation]3.92
	%
	 
	 
	[bookmark: xdx_903_eus-gaap--ShareBasedCompensation]4.08
	%

	Expected life of option grants
	 
	 
	[bookmark: xdx_903_eus-gaap--SharebasedCompensation]6 Years
	 
	 
	 
	[bookmark: xdx_90A_eus-gaap--SharebasedCompensation]6 Years
	 

	Expected volatility of underlying stock
	 
	 
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]87.20
	%
	 
	 
	[bookmark: xdx_90B_eus-gaap--ShareBasedCompensation]54.62
	%

	Dividends assumption
	 
	 
	[bookmark: xdx_905_eus-gaap--ShareBasedCompensation]0
	%
	 
	 
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]0
	%


[bookmark: xdx_8AB_z1O1234I5Lrb] 
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[bookmark: xdx_8A9_zz7CWbHE5rSh] 
Restricted Stock Units
 
The grant date fair value for Restricted Stock Units (‘RSU’) are valued using the closing price of the Company’s common stock on the date of grant.
 
[bookmark: xdx_902_eus-gaap--StockIssuedDuringPerio]On May 23, 2025, a total of 1,000,000 restricted stock units of the Company’s common stock were granted to directors of the Company under the 2023 Equity Incentive Plan.
 
[bookmark: xdx_900_eus-gaap--ShareBasedCompensation][bookmark: xdx_905_eus-gaap--ShareBasedCompensation]During the six months ended June 30, 2026, the Company granted 3,037,386 restricted stock units under the Amended and Restated CXApp Inc. 2023 Equity Incentive Plan, including awards granted to its Chief Executive Officer and members of its Board of Directors. The restricted stock units had a weighted-average grant-date fair value of $0.26 per unit, determined based on the closing price of the Company’s common stock on the applicable grant dates. The awards contain service-based vesting conditions and generally vest over periods ranging from two to three years. Compensation expense is recognized over the applicable requisite service period.
 
[bookmark: xdx_902_eus-gaap--ShareBasedCompensation][bookmark: xdx_908_eus-gaap--ShareBasedCompensation][bookmark: xdx_900_eus-gaap--ShareBasedCompensation]The fair value of the common stock as of the various grant dates was determined to be $0.01 to $0.20 per restricted stock unit, for a weighted average fair value of $0.35 per restricted stock unit.
 
The following summarizes our RSUs transaction activity for three and six months ended June 30, 2026:
 
[bookmark: xdx_894_eus-gaap--ScheduleOfShareBasedCo][bookmark: xdx_894_eus-gaap--ScheduleOfShareBasedCo]
	[bookmark: xdx_8B4_zxnqP9vt7ztk]Schedule of fair value of stock options
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	Shares
	 
	 
	Weighted Average
Grant Date
Fair Value
	 

	Outstanding at January 1, 2026
	 
	 
	[bookmark: xdx_901_eus-gaap--ShareBasedCompensation]1,061,500
	 
	 
	$
	[bookmark: xdx_90D_ecustom--ShareBasedCompensationA]1.25
	 

	Granted
	 
	 
	[bookmark: xdx_906_eus-gaap--ShareBasedCompensation]-
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--ShareBasedCompensation]-
	 

	Vested
	 
	 
	[bookmark: xdx_90E_eus-gaap--SharebasedCompensation](11,500
	)
	 
	$
	[bookmark: xdx_905_ecustom--SharebasedCompensationA]1.33
	 

	Forfeited
	 
	 
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]-
	 
	 
	$
	[bookmark: xdx_902_ecustom--SharebasedCompensationA]-
	 

	Outstanding at March 31, 2026
	 
	 
	[bookmark: xdx_904_eus-gaap--ShareBasedCompensation]1,050,000
	 
	 
	$
	[bookmark: xdx_901_ecustom--ShareBasedCompensationA]1.24
	 


 
	 
	 
	Shares
	 
	 
	Weighted Average
Grant Date
Fair Value
	 

	Outstanding at March 31, 2026
	 
	 
	[bookmark: xdx_904_eus-gaap--ShareBasedCompensation]1,050,000
	 
	 
	$
	[bookmark: xdx_902_ecustom--ShareBasedCompensationA]1.24
	 

	Granted
	 
	 
	[bookmark: xdx_90E_eus-gaap--ShareBasedCompensation]3,037,386
	 
	 
	$
	[bookmark: xdx_901_eus-gaap--ShareBasedCompensation]0.26
	 

	Vested
	 
	 
	[bookmark: xdx_90C_eus-gaap--SharebasedCompensation](1,000,000
	)
	 
	$
	[bookmark: xdx_90F_ecustom--SharebasedCompensationA]1.00
	 

	Forfeited
	 
	 
	[bookmark: xdx_909_eus-gaap--ShareBasedCompensation]-
	 
	 
	$
	[bookmark: xdx_902_ecustom--SharebasedCompensationA]-
	 

	Outstanding at June 30, 2026
	 
	 
	[bookmark: xdx_90A_eus-gaap--ShareBasedCompensation]3,087,386
	 
	 
	$
	[bookmark: xdx_90C_ecustom--ShareBasedCompensationA]0.35
	 


[bookmark: xdx_8A9_zdfKgWO4C1oc] 
[bookmark: xdx_900_eus-gaap--SharebasedCompensation][bookmark: xdx_901_eus-gaap--SharebasedCompensation]The total fair value of RSUs vested as of June 30, 2026 and December 31, 2025 was $1,015 thousand and $2,226 thousand, respectively.
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[bookmark: xdx_232_zMU3P2vFyzk4] 
Non-cash stock-based compensation expenses related to restricted stock units recorded in the unaudited condensed consolidated financial statements is summarized below:
 
[bookmark: xdx_898_eus-gaap--ScheduleOfDeferredComp][bookmark: xdx_898_eus-gaap--ScheduleOfDeferredComp]
	[bookmark: xdx_8BA_zfKd9muYLqU9]Schedule of non-cash stock-based compensation expenses related to restricted stock units
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	Three Months ended
June 30,
2026
	 
	 
	Six Months ended
June 30,
2026
	 
	 
	Three Months ended
June 30,
2025
	 
	 
	Six Months ended
June 30,
2025
	 

	Research and development
	 
	$
	[bookmark: xdx_90E_eus-gaap--ShareBasedCompensation]-
	 
	 
	$
	[bookmark: xdx_90A_eus-gaap--ShareBasedCompensation]1
	 
	 
	$
	[bookmark: xdx_900_eus-gaap--ShareBasedCompensation]281
	 
	 
	$
	[bookmark: xdx_903_eus-gaap--ShareBasedCompensation]383
	 

	Sales and marketing
	 
	 
	[bookmark: xdx_904_eus-gaap--ShareBasedCompensation]-
	 
	 
	 
	[bookmark: xdx_906_eus-gaap--ShareBasedCompensation]1
	 
	 
	 
	[bookmark: xdx_907_eus-gaap--ShareBasedCompensation]141
	 
	 
	 
	[bookmark: xdx_90B_eus-gaap--ShareBasedCompensation]193
	 

	General and administrative
	 
	 
	[bookmark: xdx_902_eus-gaap--ShareBasedCompensation]322
	 
	 
	 
	[bookmark: xdx_90C_eus-gaap--ShareBasedCompensation]616
	 
	 
	 
	[bookmark: xdx_901_eus-gaap--ShareBasedCompensation]281
	 
	 
	 
	[bookmark: xdx_906_eus-gaap--ShareBasedCompensation]492
	 

	Total non-cash stock compensation
	 
	$
	[bookmark: xdx_902_eus-gaap--ShareBasedCompensation]322
	 
	 
	$
	[bookmark: xdx_909_eus-gaap--ShareBasedCompensation]618
	 
	 
	$
	[bookmark: xdx_908_eus-gaap--ShareBasedCompensation]703
	 
	 
	$
	[bookmark: xdx_902_eus-gaap--ShareBasedCompensation]1,068
	 


[bookmark: xdx_8AE_zjPV2K9BIFQj] 
[bookmark: xdx_902_eus-gaap--EmployeeServiceShareBa][bookmark: xdx_90D_eus-gaap--EmployeeServiceShareBa][bookmark: xdx_902_eus-gaap--ShareBasedCompensation][bookmark: xdx_903_eus-gaap--ShareBasedCompensation]As of June 30, 2026 and June 30, 2025, the Company has approximately $735 thousand and $914 thousand of unrecognized restricted stock unit compensation to be expensed over a weighted average period of 0.89 years and 0.86 years, respectively.
 
[bookmark: xdx_80F_eus-gaap--DebtDisclosureTextBloc][bookmark: xdx_82C_z5U48a53g5Yk]NOTE 7 - Convertible Debt
 
Securities Purchase Agreement with Avondale Capital, LLC - March 2025
 
[bookmark: xdx_90C_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_908_ecustom--OriginalIssueDiscount_i][bookmark: xdx_904_ecustom--TransactionCost_pn3n3_c][bookmark: xdx_908_eus-gaap--ProceedsFromConvertibl]On March 26, 2025, the Company entered into a Securities Purchase Agreement (“SPA”) with Avondale Capital, LLC (“Avondale”), pursuant to which the Company may issue and sell up to $20,000 thousand of Pre-Paid Purchase agreements (“Pre-Paid Purchases”) in tranches over time. The initial Pre-Paid Purchase (“Pre-Paid Purchase #1”) included a $4,200 thousand Pre-Paid Purchase, structured with a $200 thousand original issue discount (“OID”) and $10 thousand in transaction-related fees, resulting in net proceeds of $3,990 thousand, received on April 8, 2025.
 
[bookmark: xdx_90D_eus-gaap--Liabilities_iI_pn3n3_c][bookmark: xdx_901_ecustom--LossOnIssuanceOfLiabili]In connection with the initial closing, the Company was required to issue 80,000 commitment shares to Avondale. On March 26, 2025, the Company recorded a liability of $69 thousand for the shares to be issued under the contract to issue common stock. On May 8, 2025, the Company issued the Class A Common Stock and recognized a loss of $20 thousand upon issuance.
 
[bookmark: xdx_90C_ecustom--UnrealizedGainOnChangeI][bookmark: xdx_90B_ecustom--UnrealizedGainOnChangeI][bookmark: xdx_900_ecustom--UnrealizedGainOnChangeI][bookmark: xdx_90E_ecustom--UnrealizedGainOnChangeI]The Avondale convertible Pre-Paid Purchase #1 accrues interest on the outstanding balance at 5% per annum. Avondale may convert all or any part of the outstanding balance of the Avondale convertible Pre-Paid Purchase #1 at any time following earlier of six months from the purchase price date and the effectiveness of the Initial Registration Statement by providing a written notice, in cash or converting into shares of the Company’s common stock at a price equal to the lower of (a) Fixed Price of $1.106 and (b) Market Price which is 91% multiplied by the lowest daily volume weighted average price (“VWAP”) during the ten (10) consecutive trading days immediately prior to the written notice date, but in any event not lower than the Floor Price of $0.1843, subject to certain adjustments and ownership limitations specified in the Avondale convertible Pre-Paid Purchase #1. For the three and six months ended June 30, 2026, the Company recognized an unrealized loss on change in fair value of Pre-Paid Purchase #1 of $0 and $78 thousand. For the three months and six months ended June 30, 2025, the Company recognized an unrealized loss on change in fair value of Pre-Paid Purchase #1 of $195 thousand.
 
[bookmark: xdx_908_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_908_ecustom--ConsiderationAmount_iI_][bookmark: xdx_900_ecustom--OriginalIssueDiscount_i]On August 7, 2025, the Company issued an unsecured convertible Pre-Paid Purchase #2 to Avondale, pursuant to the SPA. The convertible Pre-Paid Purchase #2 has the original principal amount of $3,150 thousand and Avondale gave consideration of $3,000 thousand, reflecting original issue discount of $150 thousand. On August 7, 2025, the Company received the net proceeds from Avondale.
[bookmark: xdx_237_zbAaNlJLSYsb] 
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[bookmark: xdx_906_ecustom--UnrealizedGainOnChangeI][bookmark: xdx_90A_ecustom--UnrealizedGainOnChangeI]The Avondale convertible Pre-Paid Purchase #2 accrues interest on the outstanding balance at 5% per annum. Avondale may convert all or any part of the outstanding balance of the Avondale convertible Pre-Paid Purchase #2 at any time following earlier of six months from the purchase price date and the effectiveness of the Initial Registration Statement by providing a written notice, and converting into shares of the Company’s common stock at a price equal to the lower of (a) Fixed Price of $1.0957 and (b) Market Price which is 91% multiplied by the lowest daily volume weighted average price (“VWAP”) during the ten (10) consecutive trading days immediately prior to the written notice date, but in any event not lower than the Floor Price of $0.1826, subject to certain adjustments and ownership limitations specified in the Avondale convertible Pre-Paid Purchase #2. For the three and six months ended June 30, 2026, the Company recognized an unrealized loss on change in fair value of Pre-Paid Purchase #2 of $24 thousand and $501 thousand.
 
[bookmark: xdx_900_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_906_ecustom--ConsiderationAmount_iI_][bookmark: xdx_90A_ecustom--OriginalIssueDiscount_i]On October 17, 2025, the Company issued an unsecured convertible Pre-Paid Purchase #3 to the Lender, pursuant to the SPA. The convertible Pre-Paid Purchase #3 has the original principal amount of $5,250 thousand and Lender gave consideration of $5,000 thousand, reflecting original issue discount of $250 thousand. On October 17, 2025, the Company received the net proceeds from the Lender.
 
[bookmark: xdx_902_eus-gaap--ConvertibleDebt_iI_pn3][bookmark: xdx_90F_ecustom--UnrealizedGainOnChangeI][bookmark: xdx_90D_ecustom--UnrealizedGainOnChangeI]The convertible Pre-Paid Purchase #3 accrues interest on the outstanding balance at 5% per annum. The Lender may convert all or any part of the outstanding balance of the convertible Pre-Paid Purchase #3, at any time following earlier of six months from the purchase price date and the effectiveness of the Initial Registration Statement by providing a written notice, and converting into shares of the Company’s common stock at a price equal to the lower of (a) Fixed Price of $0.9142 and (b) Market Price which is 91% multiplied by the lowest daily volume weighted average price (“VWAP”) during the ten (10) consecutive trading days immediately prior to the written notice date, but in any event not lower than the Floor Price of $0.1524, subject to certain adjustments and ownership limitations specified in the convertible Pre-Paid Purchase. As of December 31, 2025, Pre-Paid Purchase #3 is recorded at fair value of $4,683 and is within convertible debt on the accompanying unaudited condensed consolidated balance sheets. For the three and six months ended June 30, 2026, the Company recognized an unrealized loss on change in fair value of Pre-Paid Purchase #3 of $903 thousand and $727 thousand, respectively.
 
[bookmark: xdx_908_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_903_ecustom--ConsiderationAmount_iI_][bookmark: xdx_909_ecustom--OriginalIssueDiscount_i]On December 30, 2025, the Company issued an unsecured convertible Pre-Paid Purchase #4 to the Lender, pursuant to the SPA. The convertible Pre-Paid Purchase #4 has the original principal amount of $4,200 thousand and Lender gave consideration of $4,000 thousand, reflecting original issue discount of $200 thousand. On December 31, 2025, the Company received the net proceeds from the Lender.
 
[bookmark: xdx_909_eus-gaap--ConvertibleDebt_iI_pn3][bookmark: xdx_906_ecustom--UnrealizedGainOnChangeI][bookmark: xdx_90B_ecustom--UnrealizedGainOnChangeI]The convertible Pre-Paid Purchase #4 accrues interest on the outstanding balance at 5% per annum. The Lender may convert all or any part of the outstanding balance of the convertible Pre-Paid Purchase #4, at any time following earlier of six months from the purchase price date and the effectiveness of the Initial Registration Statement by providing a written notice, and converting into shares of the Company’s common stock at a price equal to the lower of (a) Fixed Price of $0.3677 and (b) Market Price which is 91% multiplied by the lowest daily volume weighted average price (“VWAP”) during the ten (10) consecutive trading days immediately prior to the written notice date, but in any event not lower than the Floor Price of $0.0613, subject to certain adjustments and ownership limitations specified in the convertible Pre-Paid Purchase. As of June 30, 2026, Pre-Paid Purchase #4 is recorded at fair value of $4,028 thousand and is within convertible debt on the accompanying condensed consolidated balance sheets. For the three and six months ended June 30, 2026, the Company recognized an unrealized loss on change in fair value of Pre-Paid Purchase #4 of $206 thousand and $32 thousand, respectively.
 
Securities Purchase Agreement with Avondale Capital, LLC – March 2026
 
[bookmark: xdx_901_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_90B_ecustom--OriginalIssueDiscount_i][bookmark: xdx_90B_ecustom--TransactionCost_pn3n3_c][bookmark: xdx_90C_eus-gaap--ProceedsFromConvertibl]On March 27, 2026, the Company entered into a Securities Purchase Agreement (“SPA”) with Avondale Capital, LLC (“Avondale”), pursuant to which the Company may issue and sell up to $40,000 thousand of Pre-Paid Purchase agreements (“Pre-Paid Purchases”) in tranches over time. The initial Pre-Paid Purchase (“Pre-Paid Purchase #1”) included a $1,050 thousand Pre-Paid Purchase, structured with a $50 thousand original issue discount (“OID”) and $10 thousand in transaction-related fees, resulting in net proceeds of $990 thousand, received on March 27, 2026.
[bookmark: xdx_237_zZ7YQeZlZCS9] 
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[bookmark: xdx_901_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_90C_eus-gaap--ProceedsFromConvertibl][bookmark: xdx_90B_ecustom--OriginalIssueDiscount_i][bookmark: xdx_90B_ecustom--TransactionCost_pn3n3_c]On March 27, 2026, the Company issued an unsecured convertible Pre-Paid Purchase #1 to the Lender, pursuant to the SPA. The convertible Pre-Paid Purchase #1 has the original principal amount of $1,050 thousand and Lender gave consideration of $990 thousand, reflecting an original issue discount of $50 thousand and $10 thousand of transaction-related fees. On March 27, 2026, the Company received the net proceeds from the Lender.
 
[bookmark: xdx_90D_eus-gaap--ConvertibleDebt_iI_pn3][bookmark: xdx_90D_ecustom--UnrealizedGainOnChangeI][bookmark: xdx_902_ecustom--UnrealizedGainOnChangeI]The convertible Pre-Paid Purchase #1 accrues interest on the outstanding balance at 5% per annum. The Lender may convert all or any part of the outstanding balance of the convertible Pre-Paid Purchase #1, at any time following earlier of six months from the purchase price date and the effectiveness of the Initial Registration Statement by providing a written notice, and converting into shares of the Company’s common stock at a price equal to the lower of (a) Fixed Price of $0.2614 and (b) Market Price which is 91% multiplied by the lowest daily volume weighted average price (“VWAP”) during the ten (10) consecutive trading days immediately prior to the written notice date, but in any event not lower than the Floor Price of $0.0436, subject to certain adjustments and ownership limitations specified in the convertible Pre-Paid Purchase. As of June 30, 2026, Pre-Paid Purchase #1 is recorded at fair value of $1,162 thousand and is within convertible debt on the accompanying condensed consolidated balance sheets. For the three and six months ended June 30, 2026, the Company recognized an unrealized loss on change in fair value of Pre-Paid Purchase #1 of $118 thousand and $112 thousand.
 
[bookmark: xdx_901_eus-gaap--DebtInstrumentFaceAmou][bookmark: xdx_90A_ecustom--ConsiderationAmount_iI_][bookmark: xdx_90B_ecustom--OriginalIssueDiscount_i]On May 26, 2026, the Company issued an unsecured convertible Pre-Paid Purchase #2 to the Lender, pursuant to the SPA. The convertible Pre-Paid Purchase #2 has the original principal amount of $5,250 thousand and Lender gave consideration of $5,000 thousand, reflecting an original issue discount of $250 thousand. On May 26, 2026, the Company received the net proceeds from the Lender.
 
[bookmark: xdx_906_eus-gaap--ConvertibleDebt_iI_pn3][bookmark: xdx_90D_ecustom--UnrealizedGainOnChangeI]The convertible Pre-Paid Purchase #2 accrues interest on the outstanding balance at 5% per annum. The Lender may convert all or any part of the outstanding balance of the convertible Pre-Paid Purchase #2, at any time following earlier of six months from the purchase price date and the effectiveness of the Initial Registration Statement by providing a written notice, and converting into shares of the Company’s common stock at a price equal to the lower of (a) Fixed Price of $0.2087 and (b) Market Price which is 91% multiplied by the lowest daily volume weighted average price (“VWAP”) during the ten (10) consecutive trading days immediately prior to the written notice date, but in any event not lower than the Floor Price of $0.035, subject to certain adjustments and ownership limitations specified in the convertible Pre-Paid Purchase. As of June 30, 2026, Pre-Paid Purchase #2 is recorded at fair value of $4,872 thousand and is within convertible debt on the accompanying condensed consolidated balance sheets. For the three months ended June 30, 2026, the Company recognized an unrealized gain on change in fair value of Pre-Paid Purchase #2 of $378 thousand.
 
The following table presents changes in convertible debt measured at fair value as of June 30, 2026 and December 31, 2025.
 
[bookmark: xdx_899_eus-gaap--ConvertibleDebtTableTe][bookmark: xdx_899_eus-gaap--ConvertibleDebtTableTe]
	[bookmark: xdx_8BA_zMYzz64rqIpa]Schedule of company’s net deferred tax assets
	 
	[bookmark: xdx_496_20260101__20260630_z6dD3ZJRUka2] 
	 
	 

	 
	 
	Convertible Debt
	[bookmark: xdx_404_eus-gaap--ConvertibleDebt_iS_pn3] 

	Balance as of December 31, 2025
	 
	$
	12,659
	[bookmark: xdx_402_ecustom--OriginalIssueDiscounts_] 

	Original issue discount
	 
	 
	300
	[bookmark: xdx_40F_ecustom--TransactionCost_pn3n3_z] 

	Transaction cost
	 
	 
	10
	[bookmark: xdx_408_eus-gaap--ProceedsFromConvertibl] 

	Additions
	 
	 
	5,990
	[bookmark: xdx_405_ecustom--Settlement_pn3n3_z8cLot] 

	[bookmark: xdx_F4D_zxfM5miEKbU8]Settlement(1)
	 
	 
	(13,576
	[bookmark: xdx_40B_ecustom--FairValueMeasurementAdj])

	Fair value measurement adjustments
	 
	 
	4,679
	[bookmark: xdx_407_eus-gaap--ConvertibleDebt_iE_pn3] 

	Balance as of June 30, 2026
	 
	$
	10,062
	 


[bookmark: xdx_230_z8FCTXJFa4qi] 
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	[bookmark: xdx_49D_20250101__20251231_zTrB53kGNoU4] 
	Convertible Debt
	[bookmark: xdx_409_eus-gaap--ConvertibleDebt_iS_pn3] 

	Balance as of December 31, 2024
	 
	$
	4,512
	[bookmark: xdx_40F_eus-gaap--ProceedsFromConvertibl] 

	Additions
	 
	 
	16,800
	[bookmark: xdx_409_ecustom--Settlement_pn3n3_zSXjep] 

	[bookmark: xdx_F48_zyEBlj10jn8b]Settlement(2)
	 
	 
	(8,102
	[bookmark: xdx_40B_ecustom--FairValueMeasurementAdj])

	Fair value measurement adjustments
	 
	 
	(551
	)

	Balance as of December 31, 2025
	 
	$
	12,659
	 


 
 
	[bookmark: xdx_F0C_zIZgrHDM4Amc][bookmark: xdx_F11_zUZBis17WH2b](1)
	[bookmark: xdx_F0F_zwuO898dLLve]During the six months ended June 30, 2026, the Company issued 67,317,304 shares of the Company’s Class A Common stock pursuant to purchase notices related to Pre-Paid Purchase #1, #2 and #3. The shares issued have a total exchange amount of $13,576 thousand with exchange price ranging from $0.14 to $0.36.

	[bookmark: xdx_F15_zUIVkZjWeEzk](2)
	During the year ended December 31, 2025, the Company issued 1,683,104 shares of the Company’s Class A Common Stock pursuant to multiple purchase notices related to Pre-Paid Purchase #1. The shares issued have a total exchange amount of $2,100 thousand with exchange prices ranging from $1.18 to $1.41.


[bookmark: xdx_8AE_zLRlZyr8E6u1] 
[bookmark: xdx_80A_eus-gaap--StockholdersEquityNote][bookmark: xdx_827_z4Boe3n7eoL9]NOTE 8 - Common Stock
 
Stock-Based Compensation and Equity Awards
 
[bookmark: xdx_903_eus-gaap--ShareBasedCompensation][bookmark: xdx_90C_eus-gaap--StockOptionExercisePri][bookmark: xdx_908_eus-gaap--ShareBasedCompensation][bookmark: xdx_90C_eus-gaap--ShareBasedCompensation][bookmark: xdx_90E_eus-gaap--ShareBasedCompensation][bookmark: xdx_908_eus-gaap--SharebasedCompensation][bookmark: xdx_908_eus-gaap--ShareBasedCompensation]During the six months ended June 30, 2026, the Company granted 2,160,000 stock options under the 2023 Equity Incentive Plan at an exercise price of $0.16 per share and a weighted-average grant-date fair value of $0.11 per share, and 3,037,386 restricted stock units at a weighted-average grant-date fair value of $0.26 per unit. During the period, 1,011,500 restricted stock units vested, resulting in 3,087,386 restricted stock units outstanding at June 30, 2026.
 
Issuances Related to Promissory Notes and Convertible Debt
 
[bookmark: xdx_904_eus-gaap--StockIssuedDuringPerio][bookmark: xdx_903_eus-gaap--StockIssuedDuringPerio]During the six months ended June 30, 2026, the Company issued 67,317,304 shares of Class A Common Stock in settlement of convertible-debt liabilities. During six months ended June 30, 2025, the Company issued total of 2,109,652 shares of Class A Common Stock to satisfy obligations due under the promissory note and convertible debt. See Note 7, Convertible Debt, in the accompanying notes to the unaudited condensed consolidated financial statements for further detail.
 
At the Market offerings
 
The Company commenced sales of its common stock pursuant to the shelf registration. These sales were facilitated through a third-party arrangement with Maxim Group LLC, acting as the Company’s agent under an equity distribution agreement under its At-The-Market (“ATM”) offering program. During the six months ended June 30, 2026, the Company received $2,464 thousand and issued 7,995,651 shares of class A Common Stock, which are intended to be used for general working capital and other general corporate purposes. The Company’s ability to access the ATM program was temporarily limited during the period due to certain filing-related requirements. Availability under the program remains subject to applicable regulatory requirements, registration effectiveness and market conditions.
[bookmark: xdx_234_zbXA2Qbpkpok] 
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[bookmark: xdx_805_eus-gaap--IncomeTaxDisclosureTex][bookmark: xdx_822_z4uynz7emWel]NOTE 9 - Income Taxes
 
The Company accounts for income taxes in accordance with ASC 740, Income Taxes. The provision for income taxes is determined using the discrete method. This is because the Company has determined that it is not able to reliably forecast its annual earnings which results in an inability to calculate its annual effective tax rate.
 
Under the discrete method, the Company is calculating its income tax expense for the interim period based only on actual year-to-date results. This is an appropriate approach when the estimated annual effective tax rate method would not provide a reliable estimate of the quarterly income tax provision.
 
[bookmark: xdx_905_eus-gaap--IncomeTaxesPaid_pn3n3_][bookmark: xdx_90E_eus-gaap--IncomeTaxesPaid_pn3n3_]For the six months ended June 30, 2026 and 2025, the Company recorded deferred income tax benefit of $649 thousand and deferred income tax expenses of $1 thousand, respectively.
 
[bookmark: xdx_90F_eus-gaap--EffectiveIncomeTaxRate][bookmark: xdx_901_eus-gaap--EffectiveIncomeTaxRate]The effective tax rate for six months ended June 30, 2026 and June 30, 2025 was (4.89%) and (0.3%), respectively. The effective tax rate differs from the U.S. Federal statutory rate primarily due to recording a valuation allowance against the deferred tax assets in the U.S and foreign jurisdictions along with US and foreign permanent differences including changing fair value of derivative warrant liabilities and stock compensation along with partial release of the valuation allowance due to acquisition accounting.
 
The Company continues to evaluate the realizability of its deferred tax assets and has maintained a valuation allowance on its deferred tax assets as of June 30, 2026 for all jurisdictions other than Australia.
 
[bookmark: xdx_809_eus-gaap--ConcentrationRiskDiscl][bookmark: xdx_82F_zt48ThVn10Yh]NOTE 10 - Credit Risk and Concentrations
 
Financial instruments that subject the Company to credit risk consist principally of trade accounts receivable and cash and cash equivalents. The Company performs certain credit evaluation procedures and does not require collateral for financial instruments subject to credit risk. The Company believes that credit risk is limited because the Company routinely assesses the financial strength of its customers and, based upon factors surrounding the credit risk of its customers, establishes an allowance for credit losses and, consequently, believes that its accounts receivable credit risk exposure beyond such allowances is limited.
 
[bookmark: xdx_90C_ecustom--ForeignFinancialInstitu][bookmark: xdx_902_ecustom--ForeignFinancialInstitu]The Company maintains cash deposits with financial institutions, which, from time to time, may exceed federally insured limits. Any loss incurred or a lack of access to such funds could have a significant adverse impact on the Company’s financial condition, results of operations, and cash flows. Cash is also maintained at foreign financial institutions for its Canadian, Philippine, and Australian subsidiaries. Cash in foreign financial institutions as of June 30, 2026 and June 30, 2025, was $331 thousand and $127 thousand, respectively.
 
The Company has not experienced any losses and believes it is not exposed to any significant credit risk from cash for the six months ended June 30, 2026 and June 30, 2025. However, any loss incurred or lack of access to such funds could have a significant impact on the Company’s financial condition, results of operations, and cash flows.
 
[bookmark: xdx_805_eus-gaap--SegmentReportingDisclo][bookmark: xdx_82C_zUlZUmbe0E2j]NOTE 11 - Segment Information
 
The Company has determined that it operates as a single operating segment. The Company offers a one AI-powered enterprise software and technology platform for the enterprise. The flagship product, the CXAI Platform (pronounced “Sky”), provides a comprehensive suite of tools designed to empower employees and enable organizations to create smarter workplaces. The Company’s Chief Executive Officer is the Chief Operating Decision Maker (“CODM”). The CODM allocates resources and makes operating decisions based on consolidated net income.
 
The Company derives revenue from subscription software, professional services, hardware and, following the acquisition of Virtus Digital Marketing Pty Ltd, doing business as EngineRoom, managed advertising and growth marketing advisory services. Although discrete financial information may be prepared for individual legal entities, revenue categories or geographic areas for accounting, consolidation or statutory-reporting purposes, the CODM does not regularly use separate measures of profit or loss for those components to assess performance or allocate resources. Accordingly, the Company’s components are managed and evaluated on a consolidated basis and constitute one operating and reportable segment.
[bookmark: xdx_232_zDnLuIk7DvOk] 
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EngineRoom’s results have been included in the Company’s consolidated operating results beginning June 3, 2026, the acquisition date. The acquisition did not change the Company’s identification of its CODM or its conclusion that it has one operating and reportable segment.
 
The CODM does not evaluate profitability below the level of the consolidated company. The Company uses net income (loss) as the primary measure of financial performance. However, in evaluating operating results on a budget versus actual basis, the Company focuses primarily on significant operating expense categories, including cost of revenue, professional services, sales and marketing, research and development, and general and administrative expenses, when evaluating period-over-period operating performance. In contrast, the Company places less emphasis on non-cash and non-operating items, such as stock-based compensation, amortization of intangible assets, changes in the fair value of warrant liabilities, loss on debt extinguishment, and other similar adjustments, in its internal analysis of operating results.
 
As the Company’s operations are comprised of a single reporting segment, the Company’s segment assets are reflected on the accompanying unaudited condensed consolidated interim balance sheet as “total assets” and its significant segment expenses and net loss are listed on the accompanying unaudited condensed consolidated interim statements of operations and comprehensive loss.
 
The Company’s operations are located primarily in the United States, Canada, the Philippines and Australia. The financial information by geographic area is presented below in (thousands).
 
[bookmark: xdx_886_eus-gaap--ScheduleOfQuarterlyFin][bookmark: xdx_886_eus-gaap--ScheduleOfQuarterlyFin]
	[bookmark: xdx_8BD_ziSdUnmAEkqj]Schedule of financial information by geographic area
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	United States
	 
	 
	Canada
	 
	 
	Philippines
	 
	 
	Australia
	 
	 
	Eliminations
	 
	 
	Total
	 

	As of June 30, 2026:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Identifiable assets by geographic area
	 
	$
	[bookmark: xdx_902_ecustom--NetAssets_iI_pn3n3_c202]31,353
	 
	 
	$
	[bookmark: xdx_905_ecustom--NetAssets_iI_pn3n3_c202]78
	 
	 
	$
	[bookmark: xdx_90E_ecustom--NetAssets_iI_pn3n3_c202]187
	 
	 
	 
	[bookmark: xdx_90C_ecustom--NetAssets_iI_pn3n3_c202]4,922
	 
	 
	$
	[bookmark: xdx_906_ecustom--NetAssets_iI_pn3n3_c202]-
	 
	 
	$
	[bookmark: xdx_902_ecustom--NetAssets_iI_pn3n3_c202]36,540
	 

	Long lived assets by geographic area
	 
	$
	[bookmark: xdx_907_ecustom--LongLivedAssetsByGeogra]11,742
	 
	 
	$
	[bookmark: xdx_90E_ecustom--LongLivedAssetsByGeogra]2
	 
	 
	$
	[bookmark: xdx_90A_ecustom--LongLivedAssetsByGeogra]64
	 
	 
	 
	[bookmark: xdx_908_ecustom--LongLivedAssetsByGeogra]3,499
	 
	 
	$
	[bookmark: xdx_906_ecustom--LongLivedAssetsByGeogra]-
	 
	 
	$
	[bookmark: xdx_90B_ecustom--LongLivedAssetsByGeogra]15,307
	 

	Goodwill by geographic area
	 
	$
	[bookmark: xdx_907_eus-gaap--Goodwill_iI_pn3n3_c202]6,589
	 
	 
	$
	[bookmark: xdx_90E_eus-gaap--Goodwill_iI_pn3n3_c202]-
	 
	 
	$
	[bookmark: xdx_90B_eus-gaap--Goodwill_iI_pn3n3_c202]-
	 
	 
	 
	[bookmark: xdx_90C_eus-gaap--Goodwill_iI_pn3n3_c202]1,092
	 
	 
	$
	[bookmark: xdx_901_eus-gaap--Goodwill_iI_pn3n3_c202]-
	 
	 
	$
	[bookmark: xdx_90E_eus-gaap--Goodwill_iI_pn3n3_c202]7,681
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	As of December 31, 2025:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Identifiable assets by geographic area
	 
	$
	[bookmark: xdx_904_ecustom--NetAssets_iI_pn3n3_c202]32,094
	 
	 
	$
	[bookmark: xdx_901_ecustom--NetAssets_iI_pn3n3_c202]125
	 
	 
	$
	[bookmark: xdx_90D_ecustom--NetAssets_iI_pn3n3_c202]211
	 
	 
	 
	[bookmark: xdx_904_ecustom--NetAssets_iI_pn3n3_c202]-
	 
	 
	$
	[bookmark: xdx_90F_ecustom--NetAssets_iI_pn3n3_c202]-
	 
	 
	$
	[bookmark: xdx_906_ecustom--NetAssets_iI_pn3n3_c202]32,430
	 

	Long lived assets by geographic area
	 
	$
	[bookmark: xdx_907_ecustom--LongLivedAssetsByGeogra]12,775
	 
	 
	$
	[bookmark: xdx_90F_ecustom--LongLivedAssetsByGeogra]57
	 
	 
	$
	[bookmark: xdx_903_ecustom--LongLivedAssetsByGeogra]103
	 
	 
	 
	[bookmark: xdx_90E_ecustom--LongLivedAssetsByGeogra]-
	 
	 
	$
	[bookmark: xdx_909_ecustom--LongLivedAssetsByGeogra]-
	 
	 
	$
	[bookmark: xdx_900_ecustom--LongLivedAssetsByGeogra]12,935
	 

	Goodwill by geographic area
	 
	$
	[bookmark: xdx_90F_eus-gaap--Goodwill_iI_pn3n3_c202]6,589
	 
	 
	$
	[bookmark: xdx_90F_eus-gaap--Goodwill_iI_pn3n3_c202]-
	 
	 
	$
	[bookmark: xdx_90D_eus-gaap--Goodwill_iI_pn3n3_c202]-
	 
	 
	 
	[bookmark: xdx_902_eus-gaap--Goodwill_iI_pn3n3_c202]-
	 
	 
	$
	[bookmark: xdx_90A_eus-gaap--Goodwill_iI_pn3n3_c202]-
	 
	 
	$
	[bookmark: xdx_90A_eus-gaap--Goodwill_iI_pn3n3_c202]6,589
	 


 
[bookmark: xdx_807_eus-gaap--BusinessCombinationDis][bookmark: xdx_82E_zYs0sN1SZuL9]NOTE 12 - Business Combination
 
Acquisition of EngineRoom
 
On June 3, 2026, CXAI Australia Pty Ltd, a wholly owned subsidiary of CXApp Inc., completed the acquisition of 100% of the outstanding equity interests of Virtus Digital Marketing Pty Ltd, doing business as EngineRoom, pursuant to a Share Sale Deed entered into among CXAI Australia Pty Ltd, CXApp Inc., the sellers identified therein and the founder guarantors. As a result of the acquisition, EngineRoom became an indirect wholly owned subsidiary of the Company.
 
EngineRoom is an Australia-based growth marketing solutions provider that provides managed advertising and growth marketing advisory services, including performance marketing, search engine optimization, customer engagement, network development, website development and advisory services. The Company completed the acquisition to expand its service offerings and incorporate EngineRoom’s workforce, customer relationships, proprietary software and other intellectual property into the Company’s operations. EngineRoom’s results of operations have been included in the Company’s unaudited condensed consolidated financial statements from June 3, 2026, the acquisition date.
 
The acquisition has been accounted for as a business combination in accordance with ASC 805, Business Combinations, using the acquisition method of accounting. The Company has determined preliminary fair values of the assets acquired and liabilities assumed in the acquisition. These preliminary values are subject to adjustment as the Company completes its review of the assumptions and estimates used in the purchase-price allocation.
[bookmark: xdx_233_zotaud1aM8Vi] 
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The purchase price under the Share Sale Deed includes a cash completion payment, amounts deposited into escrow and a promissory note. The completion payment is subject to adjustment based on the final acquisition-date working capital, cash and debt amounts determined in accordance with the Share Sale Deed.
 
Prior to the acquisition, EngineRoom had an unsecured loan receivable of $606 thousand from Adam John Laurie, a director and majority shareholder of EngineRoom. The loan was non-interest-bearing, had no fixed maturity date, and was repayable on demand. Accordingly, no interest income was recognized.
 
In connection with the acquisition on June 3, 2026, CXAI Australia Pty Ltd issued a $606 thousand promissory note to Adam John Laurie, which was immediately endorsed and delivered to EngineRoom. This fully settled and terminated the related-party loan and replaced EngineRoom’s receivable from Adam John Laurie with a receivable from the buyer. The replacement receivable was included in the net assets acquired and eliminated against the corresponding intercompany obligation in consolidation. Accordingly, no related-party loan or related intercompany balance remained in the consolidated balance sheet as of June 30, 2026.
 
Earn-Out Arrangement
 
The Share Sale Deed also provides for potential earn-out payments based on EngineRoom’s achievement of specified revenue targets for the periods ending June 30, 2027 and June 30, 2028. Payment of the earn-out is subject to a continuing-employment condition relating to a key employee. Based on the terms of the arrangement, the Company has preliminarily concluded that the earn-out represents post-combination compensation rather than consideration transferred in the business combination.
 
Accordingly, the earn-out has been excluded from the preliminary purchase consideration and will be recognized as compensation expense over the applicable service period, subject to reassessment at each reporting date.
 
The Company has made a provisional allocation of the purchase consideration to the assets acquired and liabilities assumed as of the acquisition date. The following table summarizes the preliminary purchase-price allocation relating to the acquisition:
 
The preliminary fair values and useful lives of the identifiable intangible assets are being determined with the assistance of a third-party valuation specialist based on projections and financial information provided by management. The valuation of identifiable intangible assets, deferred income taxes and other acquisition-date fair-value adjustments had not been finalized as of the date of these unaudited condensed consolidated financial statements. Goodwill represents the excess of the preliminary purchase consideration over the preliminary fair value of the identifiable net assets acquired. The goodwill is expected to reflect the value of EngineRoom’s assembled workforce, expected operational benefits and the benefits arising from integrating EngineRoom’s managed advertising and growth marketing advisory capabilities with the Company’s existing operations.
 
Escrow Arrangement
 
At closing, $464 thousand was deposited into an escrow account to secure certain seller indemnification obligations under the Share Sale Deed. Subject to any properly asserted claims, 50% of the escrow amount is scheduled for release approximately six months following completion and the remaining 50% approximately twelve months following completion. Amounts paid to the Company from the escrow account in settlement of qualifying claims will be accounted for based on the nature of the related claim.
 
Acquisition-Related Costs
 
[bookmark: xdx_901_eus-gaap--BusinessCombinationAcq]The Company incurred acquisition-related costs of approximately $208 thousand during the three months ended June 30, 2026. These costs were expensed as incurred and are included in general and administrative expenses in the condensed consolidated statements of operations and comprehensive loss.
[bookmark: xdx_235_zu7AVEne0khd] 
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Measurement Period
 
The preliminary purchase-price allocation is based on initial estimates and provisional amounts. In accordance with ASC 805, when the initial accounting for a business combination is incomplete at the end of the reporting period in which the combination occurs, the Company reports provisional amounts for the items for which the accounting is incomplete.
 
During the measurement period, the Company will adjust the provisional amounts recognized as of the acquisition date to reflect new information obtained about facts and circumstances that existed as of the acquisition date and that, if known, would have affected the measurement of the amounts initially recognized.
 
The Company continues to refine the inputs and estimates relating to the valuation of identifiable intangible assets, property and equipment, lease-related assets and liabilities, deferred income taxes, the realizability of acquired assets, the completeness of assumed liabilities and the final working-capital, cash and debt adjustments under the Share Sale Deed.
 
Any resulting measurement-period adjustments will be recognized during the period in which the adjustments are determined and reflected as if the accounting had been completed as of the acquisition date. The Company expects to complete the purchase-price allocation within the measurement period permitted under U.S. GAAP.
 
[bookmark: xdx_88C_eus-gaap--ScheduleOfAllocationOf][bookmark: xdx_88C_eus-gaap--ScheduleOfAllocationOf]
	[bookmark: xdx_8B2_zm0dDrqr6RW9]Schedule of measurement
	 
	[bookmark: xdx_498_20260630_zOI3XfhVxTa3] 
	 
	 

	Assets acquired and liabilities assumed
	 
	USD (000s)
	[bookmark: xdx_401_eus-gaap--BusinessCombinationRec] 

	ASSETS ACQUIRED
	 
	 
	 
	[bookmark: xdx_400_eus-gaap--BusinessCombinationRec] 

	Cash and cash equivalents
	 
	$
	321
	[bookmark: xdx_40F_eus-gaap--BusinessCombinationRec] 

	Accounts receivable, net
	 
	 
	574
	[bookmark: xdx_406_ecustom--BusinessCombinationReco] 

	Other current assets
	 
	 
	183
	[bookmark: xdx_406_ecustom--BusinessCombinationReco] 

	Work in progress
	 
	 
	320
	[bookmark: xdx_40B_eus-gaap--BusinessCombinationRec] 

	Fixed assets, net
	 
	 
	520
	[bookmark: xdx_402_ecustom--BusinessCombinationReco] 

	Customer relationships
	 
	 
	1,839
	[bookmark: xdx_40A_ecustom--BusinessCombinationReco] 

	Trade names and trademarks
	 
	 
	478
	[bookmark: xdx_409_ecustom--BusinessCombinationReco] 

	Developed technology fair value adjustment
	 
	 
	515
	[bookmark: xdx_406_eus-gaap--BusinessCombinationRec] 

	Total assets acquired, excluding goodwill
	 
	 
	4,750
	 

	 
	 
	 
	 
	[bookmark: xdx_403_eus-gaap--BusinessCombinationRec] 

	LIABILITIES ASSUMED
	 
	 
	 
	[bookmark: xdx_404_eus-gaap--BusinessCombinationRec] 

	Accounts payable
	 
	 
	878
	[bookmark: xdx_402_ecustom--BusinessCombinationReco] 

	Accrued expenses
	 
	 
	237
	[bookmark: xdx_40A_ecustom--BusinessCombinationReco] 

	Statutory liability
	 
	 
	338
	[bookmark: xdx_402_ecustom--BusinessCombinationReco] 

	Long-service leave liability
	 
	 
	10
	[bookmark: xdx_404_ecustom--BusinessCombinationReco] 

	Provision for income tax
	 
	 
	193
	[bookmark: xdx_40C_eus-gaap--BusinessCombinationRec] 

	Total liabilities assumed
	 
	 
	1,656
	[bookmark: xdx_404_eus-gaap--BusinessCombinationRec] 

	Provisional fair value of identifiable net assets acquired
	 
	 
	3,094
	 

	 
	 
	 
	 
	[bookmark: xdx_40F_ecustom--PurchaseConsiderationAb] 

	PURCHASE CONSIDERATION
	 
	 
	 
	[bookmark: xdx_40A_ecustom--CashPaidToSellers_iI_zM] 

	Cash paid to sellers
	 
	 
	3,074
	[bookmark: xdx_401_ecustom--EscrowConsideration_iI_] 

	Escrow consideration
	 
	 
	464
	[bookmark: xdx_40C_ecustom--AmountPayableToSeller_i] 

	Amount payable to seller
	 
	 
	24
	[bookmark: xdx_400_ecustom--TotalProvisionalPurchas] 

	Total provisional purchase consideration
	 
	 
	3,562
	[bookmark: xdx_406_ecustom--AddAdjustmentOnTaxProvi] 

	Add: Adjustment on tax provision
	 
	 
	624
	[bookmark: xdx_401_ecustom--ProvisionalGoodwillReco] 

	Provisional goodwill recognized
	 
	$
	1,092
	 


[bookmark: xdx_23D_zYutKY5uW0o3] 
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[bookmark: xdx_807_eus-gaap--CommitmentsAndContinge][bookmark: xdx_824_zZO8XNrtjot7]NOTE 13 - Commitments and Contingencies
 
Risks and Uncertainties
 
Various social and political circumstances in the United States and around the world (including wars and other forms of conflict, including trade tensions between the United States and China, the conflicts in the Middle East and between Russia and Ukraine, and other uncertainties regarding actual and potential shifts in the United States and foreign, trade, economic, tariffs, and other policies with other countries, terrorist acts, security operations and catastrophic events such as fires, floods, earthquakes, tornadoes, hurricanes and global health epidemics) may contribute to increased market volatility and economic uncertainties or deterioration in the United States and worldwide. In response to the conflict between Russia and Ukraine, the United States and other countries have imposed sanctions or other restrictive actions against Russia. The ongoing conflicts in the Middle East (including the conflict between Iran and Israel and the United States’ military actions against Iran) has caused political, economic, and military instability in Israel and surrounding regions. Any of the above factors, including sanctions, export controls, tariffs, trade wars and other governmental actions, could have a material adverse effect on the Company and the value of the Company’s securities.
 
Management continues to evaluate the impact of these types of risks and has concluded that while it is reasonably possible that these risks and uncertainties could have a negative effect on the Company’s financial position, results of its operations and/or search for a target company, the specific impact is not readily determinable as of the date of these unaudited condensed consolidated financial statements. The unaudited condensed consolidated financial statements do not include any adjustments that might result from the outcome of this uncertainty.
 
Litigation
 
Certain conditions may exist as of the date the unaudited condensed consolidated financial statements are issued which may result in a loss to the Company, but which will only be resolved when one or more future events occur or fail to occur. The Company assesses such contingent liabilities, and such assessment inherently involves an exercise of judgment. In assessing loss contingencies related to legal proceedings that are pending against the Company, or unasserted claims that may result in such proceedings, the Company evaluates the perceived merits of any legal proceedings or unasserted claims, as well as the perceived merits of the amount of relief sought or expected to be sought therein.
 
If the assessment of a contingency indicates that it is probable that a material loss has been incurred and the amount of the liability can be estimated, then the estimated liability would be accrued in the Company’s financial statements. If the assessment indicates that a potentially material loss contingency is not probable, but is reasonably possible, or is probable but cannot be estimated, then the nature of the contingent liability and an estimate of the range of possible losses, if determinable and material, would be disclosed.
 
Loss contingencies considered remote are generally not disclosed, unless they involve guarantees, in which case the guarantees would be disclosed. There can be no assurance that such matters will not materially and adversely affect the Company’s business, financial position, and results of operations or cash flows.
 
[bookmark: xdx_804_eus-gaap--SubsequentEventsTextBl][bookmark: xdx_820_zm2iIeOqyVtb]NOTE 14 - Subsequent Events
 
The Company evaluated subsequent events and transactions that occurred after June 30, 2026, through the date the condensed consolidated financial statements were issued. Based upon this review, the Company identified the following subsequent events:
 
Following the quarter ended June 30, 2026, the Company converted a portion of its outstanding 2025 Avondale Prepaid Purchase #4 Convertible Notes into Class A common stock. These conversions were part of the Company’s ongoing efforts to reduce debt and strengthen its equity structure.
 
[bookmark: xdx_903_eus-gaap--ConversionOfStockShare]As the transactions occurred after the reporting date, they are classified as non-recognized subsequent events. In total, the Company issued approximately 7,673,664 shares of Class A common stock in connection with these conversions.
[bookmark: xdx_810_zZb2Qy6ZeUwf] 
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[bookmark: a_008]Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
 
You should read the following discussion and analysis of our financial condition and results of operations together with our unaudited condensed consolidated financial statements and related notes included elsewhere in this Quarterly Report on Form 10-Q and our audited consolidated financial statements and related notes included in our Annual Report on Form 10-K for the year ended December 31, 2025, filed with the Securities and Exchange Commission on March 30, 2026. References in this Quarterly Report to “CXApp,” the “Company,” “we,” “us” and “our” refer to CXApp Inc. and its consolidated subsidiaries. This discussion describes the principal factors affecting our results of operations and financial condition for the three and six months ended June 30, 2026 and 2025.
 
Special Note Regarding Forward-Looking Statements
 
This Quarterly Report includes “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Exchange Act that are not historical facts and involve risks and uncertainties that could cause actual results to differ materially from those expected and projected. All statements, other than statements of historical fact included in this Form 10-Q including, without limitation, statements in this “Management’s Discussion and Analysis of Financial Condition and Results of Operations” regarding the Company’s financial position, business strategy and the plans and objectives of management for future operations, are forward-looking statements. Words such as “expect,” “believe,” “anticipate,” “intend,” “estimate,” “seek” and variations and similar words and expressions are intended to identify such forward-looking statements. Such forward-looking statements relate to future events or future performance, but reflect management’s current beliefs, based on information currently available. A number of factors could cause actual events, performance or results to differ materially from the events, performance and results discussed in the forward-looking statements. For information identifying important factors that could cause actual results to differ materially from those anticipated in the forward-looking statements, please refer to the Risk Factors section of the Company’s Annual Report on Form 10-K filed with the SEC. The Company’s securities filings can be accessed on the EDGAR section of the SEC’s website at www.sec.gov. Except as expressly required by applicable securities law, the Company disclaims any intention or obligation to update or revise any forward-looking statements whether as a result of new information, future events or otherwise.
 
Overview of Our Business
 
Executive Overview
 
At CXApp, we are at the forefront of transforming the modern workplace through AI-powered solutions that enhance employee experience, operational efficiency, and workplace intelligence. As a leader in this evolving market, our strategic focus is to drive sustainable growth, scale our enterprise customer base, and deliver innovative solutions that leverage data and artificial intelligence to optimize workplace experiences.
 
During the six months ended June 30, 2026, we focused on three strategic priorities:
 
	 
	1.
	AI-First Product Innovation: During the quarter, we continued to strengthen our competitive differentiation through the development of AI-native workplace intelligence tools. Enhancements to our Generative AI analytics platform enabled improved data ingestion, real-time behavioral insights, and predictive modeling capabilities. These innovations support enterprise decision-makers in optimizing space utilization, workforce engagement, and operational agility. Our investment in state-of-the-art AI infrastructure in partnership with Google Cloud (GCP) is enabling intelligent and scalable solutions that will transform the modern workplace.


 
	 
	2.
	Step-change in scale following EngineRoom acquisition: Our customer expansion strategy remained focused on enterprise accounts across the financial services, healthcare and technology sectors. We delivered 38.5% year-over-year revenue growth during the quarter, despite the contribution from the EngineRoom acquisition being limited to less than one month of operations beginning June 3, 2026. We intend to leverage the combined platform to increase recurring and contractual technology revenue and expand the adoption of higher-margin platform offerings across our customer base. We believe these initiatives will enhance the quality of our revenue and support long-term growth and profitability.
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	3.
	Margin Decline through Cost Discipline: Gross profit was $1,071 thousand and $1,861 thousand for the three and six months ended June 30, 2026, respectively, compared with $1,052 thousand and $2,126 thousand for the corresponding periods in 2025. Gross margin was 63.22% and 70.39% for the three and six months ended June 30, 2026, respectively, compared with 86.02% and 86.88% for the corresponding periods in 2025. The decrease primarily reflected a shift in revenue mix following the inclusion of EngineRoom’s managed advertising and growth marketing advisory services beginning June 3, 2026, which have a higher direct-cost profile than the Company’s subscription revenue.


 
Looking forward, our leadership team remains committed to balancing innovation with financial discipline, ensuring that CXApp is positioned for long-term profitability and strategic growth. By leveraging our AI-driven platform and expanding our enterprise footprint, we aim to deliver scalable, data-driven solutions that address the evolving needs of hybrid workplaces.
 
Financial Performance Summary
 
Revenue Growth and Customer Expansion
 
	 
	●
	Gross margin decreased to 63.22% for the three months ended June 30, 2026 from 86.02% for the three months ended June 30, 2025. The decrease primarily reflected the inclusion of EngineRoom’s managed advertising and growth marketing advisory services from June 3, 2026, which changed the Company’s revenue and cost-of-revenue mix.


 
	 
	●
	Our customer base continues to expand across key industries, including financial services, healthcare, and technology, aligning with our objective to target high-value, recurring revenue clients.


 
	 
	●
	We intend to leverage the combined customer base to increase recurring and contractual technology revenue and expand higher-margin platform offerings. We believe these initiatives will strengthen the quality of our revenue streams and support our long-term growth objectives.


 
Operational Efficiencies and Cost Management
 
	 
	●
	During the three months ended June 30, 2026, operating expenses remained essentially flat at $5,190 thousand compared to $5,163 thousand for the three months ended June 30, 2025. This consistency reflects ongoing discipline in cost management while supporting core business operations.


 
	 
	●
	Strategic workforce realignments have ensured resources are allocated to high-impact growth areas.


 
	 
	●
	We remain focused on optimizing resource allocation, ensuring that investments are targeted toward high-impact areas such as AI development and customer acquisition.


 
Cash Flow and Liquidity Position
 
As of June 30, 2026, cash and cash equivalents were $11,675 thousand, compared with $11,101 thousand as of December 31, 2025.
 
	 
	●
	This liquidity provides a strategic buffer for continued investment in AI product enhancements and market expansion initiatives.


 
Strategic Growth Initiatives
 
	 
	1.
	Product Innovation: We are expanding our AI-native capabilities, integrating advanced analytics, and developing seamless integrations with key enterprise platforms to position CXApp as the go-to solution for hybrid workplace management.
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	2.
	Market Expansion: By targeting new verticals and strengthening partnerships with cloud providers and key technology platforms, we aim to increase market share and drive cross-selling opportunities.


 
	 
	3.
	Operational Excellence: Ongoing cost optimization, customer retention strategies, and sales efficiency initiatives remain key focus areas as we strive to enhance profitability and maintain financial discipline.


 
Competitive Positioning and Market Outlook
 
	 
	●
	The global employee experience market is projected to grow at 20% CAGR, creating substantial opportunities for CXApp to expand its footprint in the enterprise workplace solutions market.


 
	 
	●
	We believe our AI-driven platform differentiates us from legacy workplace management systems, enabling real-time data analytics and actionable insights that are designed to support strategic decision-making.


 
	 
	●
	Despite macroeconomic uncertainties, enterprise demand for hybrid workplace solutions remains robust, positioning CXApp for continued momentum as we scale our AI-enabled offerings.


 
Conclusion
 
As we advance our strategic roadmap, CXApp remains focused on executing with discipline and precision. Our AI-first approach, financial discipline, and emphasis on customer-centric innovation are key drivers of our long-term vision to redefine employee experiences in the hybrid workplace. By leveraging our strong foundation and expanding our enterprise footprint, we are well-positioned to deliver sustained growth and value for our stakeholders.
 
Recent Events
 
Convertible Debt Conversion
 
On May 26, 2026, the Company issued an unsecured Pre-Paid Purchase to Avondale Capital, LLC with an original principal amount of $5,250 thousand. The Company received net proceeds of approximately $5,000 thousand after an original issue discount of $250 thousand.
 
Following the quarter ended June 30, 2026, the Company converted a portion of its outstanding 2025 Avondale Prepaid Purchase #4 Convertible Notes into Class A common stock. These conversions were part of the Company’s ongoing efforts to reduce debt and strengthen its equity structure.
 
As the transactions occurred after the reporting date, they are classified as non-recognized subsequent events. In total, the Company issued approximately 7,673,664 shares of Class A common stock in connection with these conversions.
 
Business Combination
 
On June 3, 2026, the Company, through its wholly owned subsidiary CXAI Australia Pty Ltd, acquired 100% of the outstanding equity interests of Virtus Digital Marketing Pty Ltd, doing business as EngineRoom. EngineRoom provides managed advertising and growth marketing advisory services. EngineRoom’s results of operations have been included in the Company’s condensed consolidated financial statements from June 3, 2026. See Note 12, Business Combination, for additional information.
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RESULTS OF OPERATIONS
 
Comparison of the results of operations for the three months ended June 30, 2026 and June 30, 2025
 
The following table sets forth our results of operations. The following information should be read together with our unaudited condensed consolidated financial statements and related notes included elsewhere in this Quarterly Report.
 
	(in thousands)
	 
	Three months ended
June 30,
2026
	 
	 
	Three months ended
June 30,
2025
	 

	 
	 
	(unaudited)
	 
	 
	(unaudited)
	 

	Condensed Consolidated Statements of Operations Data
	 
	 
	 
	 
	 
	 
	 
	 

	Revenues
	 
	$
	1,694
	 
	 
	$
	1,223
	 

	Cost of revenues
	 
	 
	(623
	)
	 
	 
	(171
	)

	Gross profit
	 
	 
	1,071
	 
	 
	 
	1,052
	 

	Operating expenses
	 
	 
	(5,190
	)
	 
	 
	(5,163
	)

	Loss from operations
	 
	 
	(4,119
	)
	 
	 
	(4,111
	)

	Other income (expense), net
	 
	 
	(5,152
	)
	 
	 
	973
	 

	Deferred tax benefit, provision (expense)
	 
	 
	651
	 
	 
	 
	(1
	)

	Net loss
	 
	$
	(8,620
	)
	 
	$
	(3,139
	)


 
Revenues
 
The Company derives revenue from subscription software as a service (SaaS), design, deployment and implementation services for its enterprise apps business. Revenue was $1,694 thousand for the three months ended June 30, 2026, compared to $1,223 thousand for the three months ended June 30, 2025. The increase in revenue of $471 thousand, for the comparative quarters ended June 30, 2026 and June 30, 2025 was primarily contributed by the newly acquired subsidiary, EngineRoom, which added new revenue streams through managed advertising and growth marketing advisory services. EngineRoom operates across multiple service lines, including paid performance marketing, search engine optimization (SEO), social marketing, network development, website development, customer engagement, and advisory services. The Company noted an decrease in the revenue from licenses during this period however, it was compensated by increase in Professional Services revenue.
 
Recurring revenue represents revenue recognized from ongoing customer arrangements that provide software, platform, managed advertising, growth marketing advisory or other continuing services under contractual or renewable arrangements. Recurring revenue may include both Subscription Revenue and Non-Subscription Revenue depending on the nature of the underlying customer arrangement. It excludes one-time projects, hardware sales and other revenue that management does not consider to be recurring in nature.
 
Recurring revenue is a management operating metric and is not a measure calculated in accordance with U.S. GAAP. It is not synonymous with Subscription Revenue. Refer following
 
	 
	 
	Three months ended
June 30,
2026
	 
	 
	Six months ended
June 30,
2026
	 

	(in thousands)
	 
	Amount
	 
	 
	% of
Total
	 
	 
	Amount
	 
	 
	% of
Total
	 

	Recurring revenue
	 
	$
	1,557
	 
	 
	 
	92
	%
	 
	$
	2,491
	 
	 
	 
	94
	%

	Non-recurring revenue
	 
	$
	137
	 
	 
	 
	8
	%
	 
	$
	153
	 
	 
	 
	6
	%

	Total revenue
	 
	$
	1,694
	 
	 
	 
	100
	%
	 
	$
	2,644
	 
	 
	 
	100
	%


 
Of the $1,557 thousand and $2,491 thousand for the three and six months, period ended June 30, 2026, of Recurring Revenue includes software platform, managed advertising, growth marketing advisory or other continuing services. The $137 thousand and $153 thousand for the three and six months, period ended June 30, 2026, of Non-recurring revenue consists of one-time projects, hardware and professional services.
 
For the three and six months, period ended June 30, 2025, subscription revenue represents Recurring Revenue and non-subscription revenue represents Non-Recurring Revenue as disclosed in the Note 3 – Disaggregation of Revenue.
 
39
 
 
Gross Margin
 
Cost of revenues includes the direct costs to deliver the services, including employees’ and overhead. Cost of revenues were $623 thousand for the three months ended June 30, 2026 compared to $171 thousand for the three months ended June 30, 2025. The gross profit margin was 63.22% for the three months ended June 30, 2026 compared to 86.02% for the three months ended June 30, 2025. This increase in cost of revenues of approximately $452 thousand, or approximately 264%, for the comparative periods ended June 30, 2026 and June 30, 2025, was attributable to higher service mix that resulted in higher direct costs during the period.
 
Operating Expenses
 
Operating expenses consist primarily of research and development, sales and marketing, and general and administrative expenses. Total operating expenses were $5,190 thousand for the three months ended June 30, 2026, compared to $5,163 thousand for the three months ended June 30, 2025.
 
The increase of $27 thousand period over period was primarily the result of acquisition related cost of $208 thousand incurred for acquisition of EngineRoom. Other than that, the research and development decreased by approximately $505 thousand, sales and marketing was decreased by $109 thousand which was offset by increase in general and administrative expenses of approximately $391 thousand and increase in amortization of intangibles by approximately $42 thousand.
 
Other Income/Expense
 
Other income/expenses was an expense of $5,152 thousand for the three months ended June 30, 2026 and an income of $973 for the three months ended June 30, 2025. This change was primarily attributable to changes in fair value of derivative liabilities and warrant of $5,885 thousand and increase in interest expenses of $5 thousand and other expenses of $235 thousand during the three months ended June 30, 2026.
 
Non-GAAP Financial Information
 
Adjusted EBITDA
 
The Company includes a non-GAAP measure that we use to supplement our results presented in accordance with U.S. GAAP. EBITDA is defined as earnings before interest and other income, taxes, depreciation and amortization. Adjusted EBITDA is used by our management as the metric in which it manages the business. It is defined as EBITDA plus adjustments for other income or expense items, non-recurring items and non-cash stock-based compensation. Adjusted EBITDA is a performance measure that we believe is useful to investors and analysts because it illustrates the underlying financial and business trends relating to our core, recurring results of operations and enhances comparability between periods.
 
Adjusted EBITDA is not a recognized measure under U.S. GAAP and is not intended to be a substitute for any U.S. GAAP financial measure and, as calculated, may not be comparable to other similarly titled measures of performance of other companies in other industries or within the same industry. Investors should exercise caution in comparing our non-GAAP measure to any similarly titled measure used by other companies.
 
This non-GAAP measure excludes certain items required by U.S. GAAP and should not be considered as an alternative to information reported in accordance with U.S. GAAP. The table below presents our adjusted EBITDA, reconciled to net loss, which is the most comparable GAAP measure, for the periods indicated (in thousands).
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	Three Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Three Months Ended
June 30,
2025
	 
	 
	Six Months Ended
June 30,
2025
	 

	Net loss
	 
	$
	(8,620
	)
	 
	$
	(12,623
	)
	 
	$
	(3,139
	)
	 
	$
	(4,755
	)

	Interest and other expense
	 
	 
	167
	 
	 
	 
	186
	 
	 
	 
	163
	 
	 
	 
	194
	 

	Deferred income tax (benefit)/provision
	 
	 
	(651
	)
	 
	 
	(649
	)
	 
	 
	1
	 
	 
	 
	1
	 

	Depreciation and amortization
	 
	 
	736
	 
	 
	 
	1,428
	 
	 
	 
	695
	 
	 
	 
	1,390
	 

	EBITDA
	 
	 
	(8,368
	)
	 
	 
	(11,658
	)
	 
	 
	(2,280
	)
	 
	 
	(3,170
	)

	Adjusted for:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Changes in fair value of derivative and warrant liabilities
	 
	 
	5,005
	 
	 
	 
	4,827
	 
	 
	 
	(880
	)
	 
	 
	(3,076
	)

	Loss on debt extinguishment
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	48
	 

	Unrealized (gain) loss
	 
	 
	85
	 
	 
	 
	122
	 
	 
	 
	(291
	)
	 
	 
	(287
	)

	Loss on contract to issue common stock
	 
	 
	-
	 
	 
	 
	-
	 
	 
	 
	21
	 
	 
	 
	21
	 

	Stock-based compensation - compensation and related benefits
	 
	 
	420
	 
	 
	 
	811
	 
	 
	 
	754
	 
	 
	 
	1,378
	 

	Adjusted EBITDA
	 
	$
	(2,858
	)
	 
	$
	(5,898
	)
	 
	$
	(2,676
	)
	 
	$
	(5,086
	)


 
We rely on Adjusted EBITDA, which is a non-GAAP financial measure for the following:
 
	 
	●
	To compare our current operating results with corresponding periods and with the operating results of other companies in our industry;


 
	 
	●
	As a basis for allocating resources to various projects;


 
	 
	●
	As a measure to evaluate potential economic outcomes of acquisitions, operational alternatives and strategic decisions; and


 
	 
	●
	To evaluate internally the performance of our personnel.


 
We have presented Adjusted EBITDA above because we believe it conveys useful information to investors regarding our operating results. We believe it provides an additional way for investors to view our operations, when considered with both our GAAP results and the reconciliation to net income (loss). By including this information, we can provide investors with a more complete understanding of our business. Specifically, we present Adjusted EBITDA as supplemental disclosure because of the following:
 
	 
	●
	We believe Adjusted EBITDA is a useful tool for investors to assess the operating performance of our business without the effect of interest, income taxes, depreciation and amortization and other non- cash items including acquisition transaction and financing costs, impairment, unrealized gains, stock-based compensation, interest income and expense, and income tax benefit.


 
	 
	●
	We believe that it is useful to provide to investors with a standard operating metric used by management to evaluate our operating performance; and


 
	 
	●
	We believe that the use of Adjusted EBITDA is helpful to compare our results to other companies.


 
Even though we believe Adjusted EBITDA is useful for investors, it does have limitations as an analytical tool. Thus, we strongly urge investors not to consider this metric in isolation or as a substitute for net income (loss) and the other condensed consolidated statement of operations and comprehensive loss data prepared in accordance with GAAP. Some of these limitations include the fact that:
 
	 
	●
	Adjusted EBITDA does not reflect our cash expenditures or future requirements for capital expenditures or contractual commitments;


 
	 
	●
	Adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs;
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	●
	Adjusted EBITDA does not reflect the significant interest expense or the cash requirements necessary to service interest or principal payments on our debt;


 
	 
	●
	Although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will often have to be replaced in the future, and Adjusted EBITDA does not reflect any cash requirements for such replacements;


 
	 
	●
	Adjusted EBITDA does not reflect income or other taxes or the cash requirements to make any tax payments; and


 
	 
	●
	Other companies in our industry may calculate Adjusted EBITDA differently than we do, thereby potentially limiting its usefulness as a comparative measure.


 
Because of these limitations, Adjusted EBITDA should not be considered a measure of discretionary cash available to us to invest in the growth of our business or as a measure of performance in compliance with GAAP. We compensate for these limitations by relying primarily on our GAAP results and providing Adjusted EBITDA only as supplemental information.
 
Financing Obligations and Requirements
 
Net cash used in operating activities was $4,455 thousand for the six months ended June 30, 2026, reflecting a net loss of $12,623 thousand, adjusted for noncash items and changes in operating assets and liabilities. During the period, the Company received net proceeds of approximately $5,990 thousand from the issuance of convertible debt under the Securities Purchase Agreement entered into on March 27, 2026 and $2,464 thousand from its at-the-market offering program.
 
As of June 30, 2026, the Company had cash and cash equivalents of $11,675 thousand and working capital surplus of $5,258 thousand. Management continues to implement expense-management and working-capital initiatives and evaluate available financing sources. Certain financing sources are dependent on market and contractual conditions, including the Company’s stock price, trading volume, registration effectiveness and applicable issuance limitations. See Note 2, Summary of Significant Accounting Policies, for the Company’s liquidity and going-concern disclosures.
 
Revenue Recognition
 
The Company recognizes revenue, in accordance with ASC 606, when control of the promised products or services is transferred to its customers, in an amount that reflects the consideration the Company expects to be entitled to in exchange for those products or services. The Company derives revenue from its software as a service for cloud-based software, as well as design, implementation, other professional services for work performed in conjunction with its cloud-based software, and sale of hardware. The Company enters into contracts with its customers whereby it grants a non-exclusive cloud-based license for the use of its proprietary software and for professional services. The contracts may also provide for on-going services for a specified price, which may include maintenance services, designated support, and enhancements, upgrades and improvements to the software, depending on the contract. Licenses for cloud software provide the customer with a right to use the software as it exists when made available to the customer. All software provides customers with the same functionality and differs mainly in the duration over which the customer benefits from the software.
 
License Subscription Revenue Recognition (Software As A Service)
 
With respect to sales of the Company’s license agreements, customers generally pay fixed annual fees in advance in exchange for the Company’s software service provided via electronic means, which are generally recognized ratably over the license term. Some agreements allow the customer to terminate their subscription contracts before the end of the applicable term, and in such cases the customer is generally entitled to a refund pro-rata but only for the elapsed time remaining at the point of termination, which would approximate the deferred revenue at such time. The Company’s performance obligation is satisfied over time as the electronic services are provided continuously throughout the service period. The Company recognizes revenue evenly over the service period using a time-based measure because the Company is providing continuous access to its service. The Company’s customers generally pay within 30 to 60 days from the receipt of a customer approved invoice.
 
42
 
 
The timing of the Company’s revenue recognition related to the licensing revenue stream is dependent on whether the software licensing agreement entered into represents a service. Software that relies on an entity’s IP and is delivered only through a hosting arrangement, where the customer cannot take possession of the software, is a service. Customers may purchase perpetual licenses or subscribe to licenses, which provide customers with the same functionality and differ mainly in the duration over which the customer benefits from the software.
 
Renewals or extensions of licenses are evaluated as distinct licenses and revenue attributed to the distinct service is not recognized until: (1) the entity provides the distinct license (or makes the license available) to the customer and (2) the customer is able to use and benefit from the distinct license. Renewal contracts are not combined with original contracts, and, as a result, the renewal right is evaluated in the same manner as all other additional rights granted after the initial contract. The revenue is not recognized until the customer can begin to use and benefit from the license, which is typically at the beginning of the license renewal period. The Company recognizes revenue resulting from renewal of licensed software over time.
 
Revenue from performance marketing, search-engine optimization, customer engagement, network-development, advisory and website-development services. Revenue recognition is determined based on the performance obligations and transfer pattern established in the applicable customer contracts.
 
Professional Services Revenue Recognition
 
The Company provides integration and software customization professional services to its customers.
 
Professional services under milestone contracts are accounted for using the percentage of completion method. As soon as the outcome of a contract can be estimated reliably, contract revenue is recognized in the condensed consolidated statement of operations and comprehensive loss in proportion to the stage of completion of the contract. Contract costs are expensed as incurred. Contract costs include all amounts that relate directly to the specific contract, are attributable to contract activity, and are specifically chargeable to the customer under the terms of the contract.
 
Professional services are also contracted on the fixed fee and in some cases on a time and materials basis. Fixed fees are paid monthly, in phases, or upon acceptance of deliverables. The Company’s time and materials contracts are paid weekly or monthly based on hours worked. Revenue on time and material contracts is recognized based on a fixed hourly rate as direct labor hours are expended. Materials, or other specified direct costs, are reimbursed as actual costs and may include markup. The Company has elected the practical expedient to recognize revenue for the right to invoice because the Company’s right to consideration corresponds directly with the value to the customer of the performance completed to date. For fixed fee contracts provided by in house personnel, the Company recognizes revenue evenly over the service period using a time-based measure because the Company is providing continuous service. Because the Company’s contracts have an expected duration of one year or less, the Company has elected the practical expedient in ASC 606-10-50-14(a) to not disclose information about its remaining performance obligations. Anticipated losses are recognized as soon as they become known.
 
For the six months ended June 30, 2026 and June 30, 2025, the Company did not incur any such losses. These amounts are based on known and estimated factors.
 
Hardware Revenue Recognition
 
For sales of hardware, the Company’s performance obligation is fulfilled when the products are shipped to the customer, transferring title and ownership risks. Deliveries occur via drop-shipment by a third-party vendor and the Company leverages drop-ship arrangements with many of its vendors and suppliers to deliver products to customers without having to physically hold the inventory at its warehouse. The Company negotiates sale prices, pays suppliers directly, manages credit risk, and ensures product acceptability, acting as the principal in the transaction and recording revenue on a gross basis. Customers typically pay within 30 to 60 days of invoice receipt. The Company has elected the practical expedient to expense the costs of obtaining a contract when they are incurred because the amortization period of the asset that otherwise would have been recognized is less than a year.
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Managed Advertising, Growth Marketing Advisory and Subscription Services Revenue Recognition
 
Following the acquisition of EngineRoom, the Company derives revenue from managed advertising services, and growth marketing advisory services. Managed advertising services primarily include performance and search marketing, customer engagement, communications and data services, campaign management and related digital marketing services. Growth marketing advisory services include website development and related advisory, network development, data-driven marketing insights and related consulting services. Subscription based revenue includes access to the EngineRoom platform and strategic advertising and access to search-engine optimization solutions. EngineRoom Platform generally represents an input used by the Company to deliver its services and is not a separately transferred software license.
 
The Company evaluates the goods and services promised in each customer contract to determine whether they are distinct performance obligations. A service is accounted for as a separate performance obligation when the customer can benefit from the service on its own or together with other readily available resources and the service is separately identifiable from the other promises in the contract. Multiple services are combined into a single performance obligation when the Company provides a significant integration service or when the services are highly interdependent or interrelated and are not separately identifiable in the context of the contract. Accordingly, the determination of whether managed advertising, subscription and growth marketing advisory services represent separate performance obligations or a single combined performance obligation is based on the specific terms of each customer contract.
 
Managed advertising, subscription and growth marketing advisory services generally represent a series of distinct services that are substantially the same and have the same pattern of transfer to the customer. Revenue from these services is recognized over time because the customer simultaneously receives and consumes the benefits as the Company performs. Fixed recurring fees are recognized ratably over the applicable service period when the services are provided evenly throughout that period. The Company uses an elapsed-time output method because the recurring services are transferred to the customer in a consistent pattern over the service period.
 
Variable or activity-based consideration, including amounts related to advertising spend, campaign activity or other usage-based services, is recognized as the related activity is performed and the amount becomes known or determinable, to the extent it is probable that a significant reversal of cumulative revenue recognized will not occur.
 
Website development, platform enhancements and similar project-based deliverables are not included within advisory services merely because they may be sold together with advisory or marketing services. The Company evaluates these deliverables separately to determine whether they are distinct performance obligations. Revenue is recognized over time when the applicable criteria for over-time recognition are met, primarily where the services performed create no alternative use to the Company and the Company has an enforceable right to payment for work completed to date.
 
For managed advertising services, it is an integrated managed marketing campaign that combines campaign design, keyword and bid management, budget deployment, optimization, monitoring, reporting and third-party advertising inputs. The Company generally acts as principal when it controls that integrated service before transfer, is primarily responsible for fulfillment and the acceptability of the campaign, selects and directs the third-party providers, controls the media-buying process, contracts directly with the providers, remains obligated for provider costs regardless of customer collection, and has discretion in establishing the price charged to the customer. Therefore, the Company presents the customer billings, including advertising spend and other third-party inputs, as revenue on a gross basis.
 
Liquidity and Capital Resources
 
Liquidity describes the ability of a company to generate sufficient cash flows to meet the cash requirements of its business operations, including working capital needs, debt service, acquisitions, contractual obligations and other commitments. We assess liquidity in terms of our cash flows from operations and their sufficiency to fund our operating and investing activities.
 
As of June 30, 2026, the Company had a working capital surplus of approximately $5,258 thousand and cash and cash equivalents of approximately $11,675 thousand. For the six months ended June 30, 2026, the Company incurred a net loss of approximately $12,623 thousand and used approximately $4,455 thousand of cash for operating activities.
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The Company’s net cash flows used in operating, investing and financing activities and certain balances are as follows (in thousands):
 
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2025
	 

	Cash flows (used in) provided by
	 
	 
	 
	 
	 
	 
	 
	 

	Net cash used in operating activities
	 
	$
	(4,455
	)
	 
	$
	(3,991
	)

	Net cash used in investing activities
	 
	 
	(3,273
	)
	 
	 
	(16
	)

	Net cash provided by financing activities
	 
	 
	8,308
	 
	 
	 
	3,990
	 

	Effect of exchange rates on cash
	 
	 
	(6
	)
	 
	 
	(9
	)

	Net increase (decrease) in cash and cash equivalents
	 
	$
	574
	 
	 
	$
	(26
	)


 
	 
	 
	June 30,
2026
	 
	 
	December 31,
2025
	 

	Cash and cash equivalents
	 
	$
	11,675
	 
	 
	$
	11,101
	 

	Working capital surplus
	 
	$
	5,258
	 
	 
	$
	7,075
	 


 
Operating Activities for the six months ended June 30, 2026 and June 30, 2025
 
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2025
	 

	Net loss
	 
	$
	(12,623
	)
	 
	$
	(4,755
	)

	Non-cash income and expenses
	 
	 
	7,059
	 
	 
	 
	(65
	)

	Net change in operating assets and liabilities
	 
	 
	1,109
	 
	 
	 
	829
	 

	Net cash used in operating activities
	 
	$
	(4,455
	)
	 
	$
	(3,991
	)


 
For the six months ended June 30, 2026 the non-cash loss was approximately $7,059 thousand and for the six months ended June 30, 2025 the non-cash income was approximately $65 thousand:
 
	 
	 
	Six Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2025
	 

	Depreciation
	 
	$
	20
	 
	 
	$
	24
	 

	Amortization of intangible assets
	 
	 
	1,408
	 
	 
	 
	1,366
	 

	Amortization of right of use asset
	 
	 
	189
	 
	 
	 
	193
	 

	Accrued interest expense on promissory note and convertible debt
	 
	 
	310
	 
	 
	 
	281
	 

	Stock-based compensation expense
	 
	 
	811
	 
	 
	 
	1,378
	 

	Deferred tax
	 
	 
	(651
	)
	 
	 
	-
	 

	Allowance for expected credit losses
	 
	 
	2
	 
	 
	 
	-
	 

	Earn-out compensation expense
	 
	 
	21
	 
	 
	 
	-
	 

	(Gain)/loss on change in fair value of derivative liability
	 
	 
	4,827
	 
	 
	 
	(3,076
	)

	Loss on debt extinguishment
	 
	 
	-
	 
	 
	 
	48
	 

	Loss on contract to issue common stock
	 
	 
	-
	 
	 
	 
	20
	 

	(Loss) Gain on foreign currency transactions
	 
	 
	122
	 
	 
	 
	(299
	)

	Total non-cash (income) / expenses
	 
	$
	7,059
	 
	 
	$
	(65
	)
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The net cash provided in the change in operating assets and liabilities were approximately $1,109 thousand, for the six months ended June 30, 2026 and net cash provided in the change in operating assets and liabilities were approximately $829 thousand for the six months ended June 30, 2025:
 
	Changes in Operating Assets and Liabilities
	 
	Six Months Ended
June 30,
2026
	 
	 
	Six Months Ended
June 30,
2025
	 

	Accounts receivable and other receivables
	 
	$
	456
	 
	 
	$
	869
	 

	Prepaid expenses and other current assets
	 
	 
	148
	 
	 
	 
	(39
	)

	Accounts payable
	 
	 
	30
	 
	 
	 
	414
	 

	Accrued liabilities and other liabilities
	 
	 
	724
	 
	 
	 
	(38
	)

	Operating lease liabilities
	 
	 
	(189
	)
	 
	 
	(203
	)

	Deferred revenue
	 
	 
	(100
	)
	 
	 
	(155
	)

	Other current liabilities
	 
	 
	23
	 
	 
	 
	-
	 

	Other assets
	 
	 
	17
	 
	 
	 
	(19
	)

	Net cash provided in the changes in operating assets and liabilities
	 
	$
	1,109
	 
	 
	$
	829
	 


 
Cash Flows from Investing Activities for the six months ended June 30, 2026 and June 30, 2025
 
Net cash flows used in investing activities were $3,273 thousand for the six months ended June 30, 2026, compared to net cash flows used in investing activities of $16 thousand for the six months ended June 30, 2025. Investing activities during the six months ended June 30, 2026 related to purchase price allocation of new subsidiary, EngineRoom.
 
Cash Flows from Financing Activities for the six months ended June 30, 2026 and June 30, 2025
 
Net cash flows provided by financing were approximately $8,308 thousand and $3,990 thousand during the six months ended June 30, 2026 and June 30, 2025, respectively. These cash inflows were primarily attributable to proceeds from debt and equity financings. Specifically, the first tranche of the issuance of convertible debt under the Securities Purchase Agreement (“SPA”) was issued on March 27, 2026, with a principal amount of $1,050 thousand, resulting in net proceeds to the Company of approximately $990 thousand, followed by the second tranche of the issuance of convertible debt under the SPA was issued in May 26, 2026, with a principal amount of $5,250 thousand, resulting in net proceeds of the Company of approximately $5,000 thousand. In addition, under its effective shelf registration statement on Form S-3, the Company commenced sales of its Class A common stock pursuant to an equity distribution agreement with Maxim Group LLC, acting as sales agent. During the period, the Company received net proceeds of approximately $2,464 thousand from the issuance of 7,995,651 shares of Class A common stock. The proceeds from these financing activities are intended to be used for general working capital and other general corporate purposes.
 
Off-Balance Sheet Arrangements
 
We do not have any off-balance sheet guarantees, interest rate swap transactions or foreign currency contracts. We do not engage in trading activities involving non-exchange traded contracts.
 
Contractual Obligations and Commitments
 
Contractual obligations are cash that we are obligated to pay as part of certain contracts that we have entered during our course of business. Our contractual obligations consist of operating lease liabilities that are included in our balance sheet. As of June 30, 2026, the present value of operating lease liabilities was approximately $428 thousand, consisting of $258 thousand classified as current and $170 thousand classified as noncurrent. Undiscounted lease payments due during the remainder of 2026 were $143 thousand.
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Critical Accounting Policies and Estimates
 
Our unaudited condensed consolidated financial statements are prepared in accordance with U.S. GAAP. The preparation of these financial statements requires management to make estimates, assumptions and judgments that affect the reported amounts of assets, liabilities, revenue and expenses and the related disclosures. Actual results could differ materially from those estimates.
 
Our significant accounting policies are described in Note 2, Summary of Significant Accounting Policies. There were no significant changes during the six months ended June 30, 2026 to the critical accounting estimates described in our Annual Report on Form 10-K for the year ended December 31, 2025, other than estimates arising from the EngineRoom acquisition, including the preliminary valuation of acquired assets and assumed liabilities, acquired intangible assets, goodwill, deferred taxes and the classification and measurement of the earn-out arrangement.
 
Critical Accounting Policies
 
Our significant accounting policies are discussed in Note 2 of the unaudited condensed consolidated financial statements which are included elsewhere in this filing.
 
Critical Accounting Estimates
 
We consider an accounting judgment, estimate or assumption to be critical when (1) the estimate or assumption is complex in nature or requires a high degree of judgment and (2) the use of different judgments, estimates and assumptions could have a material impact on our unaudited condensed consolidated financial statements.
 
The Company believes there have been no significant changes during the six months ended June 30, 2026 to the items disclosed as critical accounting estimates in management’s discussion and analysis in the Company’s Annual Report on Form 10-K for the year ended December 31, 2025 that was filed with the SEC on March 30, 2026.
 
[bookmark: a_009]Item 3. Quantitative and Qualitative Disclosures About Market Risk
 
Not applicable.
 
[bookmark: a_010]Item 4. Controls and Procedures
 
Disclosure Controls and Procedures
 
Disclosure controls are procedures that are designed with the objective of ensuring that information required to be disclosed in our reports filed under the Exchange Act is recorded, processed, summarized, and reported within the time period specified in the SEC’s rules and forms. Disclosure controls are also designed with the objective of ensuring that such information is accumulated and communicated to our management, including the chief executive officer and chief financial officer, as appropriate to allow timely decisions regarding required disclosure.
 
We conducted an evaluation, under the supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, of our disclosure controls and procedures (as defined in Rule 13a-15(e) and Rule 15d-15(e) of the Exchange Act). Based upon this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of June 30, 2026.
 
Changes in Internal Control over Financial Reporting
 
There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act) during the six months ended June 30, 2026 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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[bookmark: a_011]PART II. OTHER INFORMATION
 
[bookmark: a_012]Item 1. Legal Proceedings
 
There is no material litigation, arbitration or governmental proceeding currently pending against CXApp or any members of its management team in their capacity as such.
 
[bookmark: a_013]Item 1A. Risk Factors
 
Factors that could cause our actual results to differ materially from those in this Quarterly Report include the risk factors described in the Annual Report on Form 10-K filed with the SEC on March 30, 2026. As of the date of this Quarterly Report, there have been no material changes to the risk factors disclosed in our Annual Report on Form 10-K filed with the SEC.
 
[bookmark: a_014]Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
 
None.
 
[bookmark: a_015]Item 3. Defaults Upon Senior Securities
 
None.
 
[bookmark: a_016]Item 4. Mine Safety Disclosures
 
Not applicable.
 
[bookmark: a_017]Item 5. Other Information
 
Insider Trading Arrangements and Policies
 
[bookmark: xdx_900_eecd--NonRule10b51ArrAdoptedFlag][bookmark: xdx_907_eecd--Rule10b51ArrAdoptedFlag_db][bookmark: xdx_901_eecd--NonRule10b51ArrTrmntdFlag_][bookmark: xdx_905_eecd--Rule10b51ArrTrmntdFlag_dbF]During the six months ended June 30, 2026, no director or officer of CXApp notified CXApp of the adoption, modification or termination of a “Rule 10b5-1 trading arrangement” or “non-Rule 10b5-1 trading arrangement,” as each term is defined in Item 408 of Regulation S-K.
 
Avondale Pre-Paid Purchases
 
Following the quarter ended June 30, 2026, the Company issued an aggregate of approximately 7,673,664 shares of Class A common stock to Avondale under the Pre-Paid Purchase #4. The shares of common stock were issued between July 6, 2026 and August 12, 2026, at a price between $0.099463 and $0.166712 per share. The offer and sale of these shares of common stock was made in reliance on Section 4(a)(2) of the Securities Act of 1933, as amended, for transactions not involving a public offering.
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[bookmark: a_018]Item 6. Exhibits
 
The following exhibits are filed as part of, or incorporated by reference into, this Quarterly Report on Form 10-Q.
 
	2.1(1)
	 
	Agreement and Plan of Merger, dated as of September 25, 2022, by and among KINS Technology Group Inc., Inpixon, CXApp Holding Corp. and KINS Merger Sub Inc.

	2.2(1)
	 
	Separation and Distribution Agreement, dated as of September 25, 2022, by and among KINS Technology Group Inc., Inpixon, CXApp Holding Corp. and Design Reactor, Inc.

	2.3(1)
	 
	Sponsor Support Agreement, dated as of September 25, 2022, by and among KINS Capital LLC, KINS Technology Group Inc., Inpixon and CXApp Holding Corp.

	-
	 
	Second Amended and Restated Certificate of Incorporation of the Company (incorporated by reference to the Company’s Registration Statement on Form S-3 filed on August 11, 2025).

	-
	 
	Certificate of Amendment to the Restated Certificate of Incorporation of the Company, filed with the Delaware Secretary of State on March 17, 2023 (incorporated by reference to the Company’s Registration Statement on Form S-3 filed on August 11, 2025).

	3.3(3)
	 
	Amended and Restated Bylaws of the Company, effective as of November 8, 2024.

	-
	 
	Warrant Agreement, dated as of December 14, 2020, by and between KINS and Continental Stock Transfer & Trust Company, as warrant agent (incorporated herein by reference from Exhibit 4.1 on KINS’ Form 8-K, filed December 21, 2020).

	4.2(2)
	 
	Specimen CXApp Inc. Class A Common Stock Certificate.

	4.3(2)
	 
	Specimen CXApp Inc. Class C Common Stock Certificate.

	4.4(2)
	 
	Specimen Warrant Certificate of the Company.

	10.1(2)(#)
	 
	Employee Matters Agreement, dated March 14, 2023, by and among KINS, KINS Merger Sub Inc., Inpixon, and Legacy CXApp.

	10.2(2)
	 
	Tax Matters Agreement, dated March 14, 2023, by and among KINS, Inpixon, and Legacy CXApp.

	10.3(2)
	 
	Transition Services Agreement, dated March 14, 2023, by and between Inpixon and Legacy CXApp.

	10.4(2)(#)
	 
	Consulting Agreement, dated March 14, 2023, by and between Design Reactor, Inc. and 3AM, LLC.

	10.5(#)
	 
	Employment Agreement, dated as of January 9, 2023, by and between Design Reactor, Inc. and Khurram Sheikh. (incorporated by reference to the Company’s Current Report on Form 8-K filed on March 31, 2023)

	10.6(2)(#)
	 
	CXApp Inc. 2023 Equity Incentive Plan.

	10.7(4)
	 
	Securities Purchase Agreement, dated as of May 22, 2024, by and between CXApp Inc. and Streeterville Capital, LLC.

	10.8(5)
	 
	Exchange Agreement, dated as of January 6, 2025, by and between CXApp Inc. and Streeterville Capital, LLC.

	10.9(5)
	 
	Exchange Agreement, dated as of January 17, 2025, by and between CXApp Inc. and Streeterville Capital, LLC.

	10.10(5)
	 
	Securities Purchase Agreement, dated as of March 26, 2025, by and between CXApp Inc. and Avondale Capital, LLC.

	10.11(6)
	 
	Share Sale Deed, dated as of June 3, 2026, by and among CXAI Australia Pty Ltd, CXApp Inc., the sellers identified therein and the founder guarantors, relating to the acquisition of Virtus Digital Marketing Pty Ltd (d/b/a EngineRoom).

	10.12(7)(#)
	 
	Employment Agreement, dated as of July 6, 2026, by and between CXApp Inc. and Melissa Podruzny.

	14.01(2)
	 
	Code of Ethics and Business Conduct of CXApp Inc.
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	31.1(*)
	 
	Certification of Principal Executive Officer Pursuant to Securities Exchange Act Rules 13a-14(a) and 15(d)-14(a), as adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

	32.1(**)
	 
	Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

	101.INS
	 
	XBRL Instance Document

	101.SCH
	 
	XBRL Taxonomy Extension Schema Document

	101.CAL
	 
	XBRL Taxonomy Extension Calculation Linkbase Document

	101.DEF
	 
	XBRL Taxonomy Extension Definition Linkbase Document

	101.LAB
	 
	XBRL Taxonomy Extension Labels Linkbase Document

	101.PRE
	 
	XBRL Taxonomy Extension Presentation Linkbase Document


 
 
	*
	Filed herewith.

	**
	Furnished herewith.

	(1)
	Incorporated by reference to the Company’s Current Report on Form 8-K filed on September 26, 2022.

	(2)
	Incorporated by reference to the Company’s Current Report on Form 8-K filed on March 20, 2023.

	(3)
	Incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed on November 12, 2024.

	(4)
	Incorporated by reference to the Company’s Annual Report on Form 10-K filed on May 24, 2024.

	(5)
	Incorporated by reference to the Company’s Annual Report on Form 10-K filed on April 7, 2025.

	(6)
	Incorporated by reference to the Company’s Current Report on Form 8-K filed on June 3, 2026.

	(7)
	Incorporated by reference to the Company’s Current Report on Form 8-K filed on July 6, 2026.

	#
	Indicates a management contract or compensatory plan


 
50
 
 
[bookmark: a_019]SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized.
 
	 
	CXAPP INC.

	 
	 

	Date: August 14, 2026
	By:
	/s/ Khurram Sheikh

	 
	Name:
	Khurram Sheikh

	 
	Title:
	Chairman, Chief Executive Officer and Director

	 
	 
	(Principal Executive Officer, Principal Financial Officer, and Principal Accounting Officer)
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[bookmark: cxappinc_ex31-1.htm][bookmark: kscxappinc_ex311] 

Exhibit 31.1
 
CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
 
I, Khurram Sheikh, certify that:
 
	1.
	I have reviewed this Quarterly Report on Form 10-Q of CXApp Inc.;

	 
	 

	2.
	Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

	 
	 

	3.
	Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

	 
	 

	4.
	I am responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:


 
	 
	(a)
	Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to me by others within those entities, particularly during the period in which this report is being prepared;

	 
	 
	 

	 
	(b)
	Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under my supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

	 
	 
	 

	 
	(c)
	Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

	 
	 
	 

	 
	(d)
	Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and


 
	5.
	I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):


 
	 
	(a)
	All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

	 
	 
	 

	 
	(b)
	Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.


 
	Date: August 14, 2026
	 

	 
	/s/ Khurram Sheikh

	 
	Khurram Sheikh

	 
	(Principal Executive Officer, Principal Financial Officer, and Principal Accounting Officer) 


 
 
[bookmark: cxappinc_ex32-1.htm][bookmark: kscxappinc_ex321] 

Exhibit 32.1
 
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350 AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 
In connection with the Quarterly Report of CXApp Inc. (the “Company”) on Form 10-Q for quarterly period ended June 30, 2026 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, in the capacity and on the date indicated below, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:
 
	
	1.
	The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and


 
	
	2.
	The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


 
	Date: August 14, 2026
	 

	 
	/s/ Khurram Sheikh

	 
	Khurram Sheikh

	 
	Chairman, Chief Executive Officer and Director

	 
	(Principal Executive Officer, Principal Financial Officer, and Principal Accounting Officer)


 
 
