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Glossary of Abbreviations and Acronyms for Selected References

The following list defines various abbreviations and acronyms used throughout this Quarterly report, including Management’s Discussion
and Analysis of Financial Condition and Results of Operations, the Condensed Consolidated Financial Statements, the Condensed Notes to
Consolidated Financial Statements and the Condensed Financial Statement Schedules.

This glossary covers essential terms related to Bitcoin mining, high-performance computing, Artificial Intelligence (“AI”) and related
fields, providing valuable context for readers of the Form 10-Q. A number of cross-references to additional information included
throughout this Quarterly Report on Form 10-Q are also utilized throughout this report, to assist readers seeking additional information
related to a particular subject.

Artificial Intelligence (“AI”): The simulation of human intelligence processes by machines, especially computer systems. These
processes include learning (the acquisition of information and rules for using the information), reasoning (using rules to reach approximate
or definite conclusions), and self-correction. AI applications include expert systems, natural language processing, speech recognition, and
machine vision.

Bitcoin: A decentralized digital currency created in 2009 by an unknown person or group of people using the name Satoshi Nakamoto. It
operates on a peer-to-peer network, allowing direct transactions without intermediaries. Transactions are verified by network nodes
through cryptography and recorded on a publicly distributed ledger called a blockchain.

Bitcoin Halving: An event occurring approximately every four years where the reward for mining new Bitcoin blocks is halved. This
reduces the number of new Bitcoins generated by miners, impacting their profitability and potentially affecting Bitcoin’s value. Bitcoin
Halving is part of Bitcoin’s deflationary monetary policy, designed to control supply.

Bitcoin Mining: The process of adding new transactions to the Bitcoin blockchain. It involves solving complex cryptographic puzzles to
discover a new block, rewarding miners with transaction fees and newly created Bitcoins. This process secures and verifies transactions on
the network.

Critical IT ("CIT"): The data center load that is consumed or is dedicated to IT equipment such as servers, storage equipment, and
communication switches and routers. Power for lighting or cooling the data center is excluded from "critical" power.

Curtailment (“Curtailed” or “Curtailments”): In energy management, the reduction in electrical power supply by power plants to
balance the grid or avoid excess generation. In Bitcoin mining or other computing activities, curtailment - pausing computing activities
and related energy usage - can occur during peak demand periods or insufficient energy supply.

Data Center Colocation: A service where businesses can be provided with services and infrastructure such as electrical power and
network connectivity for servers and other computing hardware at a third-party provider’s data center. This arrangement allows for cost
savings, better infrastructure, and enhanced security compared to private data centers.

Electric Reliability Council of Texas (“ERCOT”): An independent system operator that manages the flow of electric power to more
than 26 million Texas customers, representing about 90 percent of the state’s electric load. ERCOT schedules power on an electric grid
that connects more than 46,500 miles of transmission lines and over 680 generation units.

Exahash (“EH/s”): A unit of computational power equal to one quintillion (10^18) hashes per second. EH/s are used to measure the
hashrate of the most powerful cryptocurrency mining equipment and the overall computational power of the Bitcoin network.

Fork: A fork refers to a change or divergence in the protocol of a blockchain network. It occurs when the blockchain’s code is modified,
resulting in two separate chains: one that follows the old rules and one that follows the new rules.

Generative AI: AI that can generate new content, such as text, images, or music, based on its training data. It learns from vast amounts of
data to create outputs that mimic original human-generated content, often used in creative and analytical applications.

2



Table of contents

Gigawatt (“GW”): A unit of power equal to one billion watts. Often used to measure the capacity of large power plants or the power
usage of large operations like data centers and industrial complexes.

Graphics Processing Unit (“GPU”)- as-a Service: The sale of GPU clusters, ranging from bare metal to turnkey solutions, which may be
either owned by the Company, or leased from another company and that are housed within data centers which may be owned by the
Company or leased from another company, typically on a “per GPU-hour” basis, either on a reserved or on demand basis.

Grid Demand Response Services: Services provided to support the basic services of generating and delivering electricity to the grid.
They help maintain power quality, reliability, and efficiency. In the context of Bitcoin mining, the use of mining facilities to provide grid
stabilization services is an emerging concept.

Hashrate: The measure of computational power per second used in cryptocurrency mining. It indicates the number of hash function
computations per second by a miner’s hardware, with higher hashrates implying greater efficiency and network security.

High Performance Computing (“HPC”): The use of supercomputers and parallel processing techniques for solving complex
computational problems. HPC is used in fields such as scientific research, simulation, and large-scale data analysis.

Joules: A unit of energy in the International System of Units (SI). One joule is the energy transferred when one watt of power is exerted
for one second. In Bitcoin mining, energy efficiency is often measured in joules per hash.

Large Language Models (“LLMs”): Advanced AI models designed to understand, generate, and respond to human language in a way
that mimics human-like understanding. They are trained on vast datasets and can perform a variety of language-based tasks, such as
translation, summarization, and question-answering.

Machine Learning: A subset of AI involving the creation of algorithms that can learn and make decisions or predictions based on data. It
enables computers to improve their performance on a specific task with experience and data, without being explicitly programmed.

Megawatts (“MW”): A unit of power measurement equivalent to one million watts used to measure the electrical power consumption of
large operations like data centers and Bitcoin mining rigs.

Mining Pool: A group of cryptocurrency miners who combine their computational resources over a network to increase their chances of
finding a block and receiving rewards. The rewards are then divided among the pool participants, proportional to the amount of hashing
power each contributed.

Petahash (“PH/s”): A unit of computational power equal to one quadrillion (10^15) hashes per second. It is used to measure the hashrate
of extremely powerful cryptocurrency mining equipment.

Power Usage Effectiveness (“PUE”): A ratio that describes how efficiently a computer data center uses energy; specifically, how much
energy is used by the computing equipment (in contrast to cooling and other overhead that supports the equipment).
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

Soluna Holdings, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

As of June 30, 2026 (Unaudited) and December 31, 2025



(Dollars in thousands, except per share) June 30, 2026
December 31,

2025
Assets

Current Assets:
Cash $ 113,364  $ 76,423 
Restricted cash 10,005  4,500 
Accounts receivable, net (allowance for expected credit losses of $0 at June 30, 2026 and $244 at
December 31, 2025) 6,737  5,522 
Prepaid expenses and other current assets 4,513  2,664 
Loan commitment assets -  3,018 

Total Current Assets 134,619  92,127 
Restricted cash, noncurrent 7,920  7,920 
Other assets 973  978 
Deposits and credits on equipment 208  1,377 
Property, plant and equipment, net 137,801  74,783 
Intangible assets, net 6,068  8,261 
Operating lease right-of-use assets 4,152  252 
Financing lease right-of-use assets 1,773  2,246 

Total Assets $ 293,514  $ 187,944 

Liabilities and Equity
Current Liabilities:

Accounts payable $ 3,785  $ 4,859 
Accrued liabilities 7,549  13,182 
Accrued interest payable 59  303 
Contract termination liability 19,348  19,348 
Current portion of debt 30,103  8,858 
Income tax payable 147  123 
Deferred revenue 558  518 
Customer deposits- current 3,020  1,913 
Operating lease liability 108  65 
Financing lease liability 23  20 
Other current liabilities 742  — 

Total Current Liabilities 65,442  49,189 

Other liabilities 414  743 
Customer deposits- long-term 1,503  2,533 
Long-term debt 3,016  17,899 
Asset retirement obligation 3,664  — 
Operating lease liability 4,276  187 
Financing lease liability 1,769  2,236 
Deferred tax liability, net 1,732  2,911 

Total Liabilities 81,816  75,698 

Commitments and Contingencies (Note 12)

Mezzanine Equity:
Placement agent warrants 1,313  1,313 

Equity:
9.0% Series A Cumulative Perpetual Preferred Stock, par value $0.001 per share, $25.00
liquidation preference; authorized 6,040,000; 4,920,045 shares issued and outstanding as of
June 30, 2026 and 4,928,545 shares issued and outstanding as of December 31, 2025 5  5 

$



Series B Preferred Stock, par value $0.0001 per share, authorized 187,500; 0 shares issued and
outstanding as of June 30, 2026 and 62,500 shares issued and outstanding as of December 31,
2025 —  — 
Common stock, par value $0.001 per share, authorized 375,000,000; 225,986,784 shares issued
and 225,821,479 shares outstanding as of June 30, 2026 and 102,617,684 shares issued and
102,531,089 shares outstanding as of December 31, 2025 226  103 
Additional paid-in capital 575,594  435,030 
Accumulated deficit (405,890) (367,715)
Common stock in treasury, at cost, 165,305 shares at June 30, 2026 and 86,595 shares at
December 31, 2025 (14,004) (13,873)

Total Soluna Holdings, Inc. Stockholders’ Equity (Deficit) 155,931  53,550 
Non-Controlling Interest 54,454  57,383 

Total Equity 210,385  110,933 

Total Liabilities, Mezzanine Equity, and Equity $ 293,514  $ 187,944 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Soluna Holdings, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations (Unaudited)

For the Three and Six Months Ended June 30, 2026 and 2025

(Dollars in thousands, except per share) Three Months Ended
June 30,

Six Months Ended
June 30,

2026 2025 2026 2025

Cryptocurrency mining revenue $ 1,720  $ 2,861  $ 3,889  $ 5,860 
Data hosting revenue 12,653  3,136  19,341  5,538 

Wind energy generation revenue 366  —  366  — 
Demand response service revenue 321  161  858  668 

High-performance computing service revenue —  —  —  28 

Total revenue 15,060  6,158  24,454  12,094 
Operating costs:

Cost of cryptocurrency mining revenue, exclusive of depreciation 958  1,767  2,616  3,721 
Cost of data hosting revenue, exclusive of depreciation 7,672  1,617  11,291  2,945 

Cost of wind energy generation revenue, exclusive of depreciation 2,253  —  2,253  — 
Cost of high-performance computing services —  —  —  7 

Cost of cryptocurrency mining revenue- depreciation 992  1,074  2,047  2,147 
Cost of data hosting revenue- depreciation 1,366  512  2,513  913 
Cost of wind energy generation revenue- depreciation and accretion
expense 1,053  —  1,053  — 

Total costs of revenue 14,294  4,970  21,773  9,733 

Operating expenses:
General and administrative expenses, exclusive of depreciation and
amortization 15,239  5,397  31,379  11,344 
Depreciation and amortization associated with general and
administrative expenses 2,400  2,403  4,801  4,807 

Total general and administrative expenses 17,639  7,800  36,180  16,151 

Impairment on intangibles 70  —  70  — 
Impairment on fixed assets —  12  —  12 

Operating loss (16,943) (6,624) (33,569) (13,802)

Interest expense (3,167) (1,196) (4,648) (2,034)
(Loss) gain on debt extinguishment and revaluation, net (4,197) —  (4,197) 551 

Loss on sale of fixed assets and deposits on equipment (585) (22) (553) (22)
Fair value adjustment gain (loss) 246  —  246  (118)
Other financing expense (5) (255) (569) (456)

Other income (expense), net 1,480  (291) 1,593  (286)

Loss before income taxes (23,171) (8,388) (41,697) (16,167)

Income tax benefit, net 547  608  1,171  1,033 

Net loss (22,624) (7,780) (40,526) (15,134)

(Less) Net loss (income) attributable to non-controlling interest 1,915  398  2,351  196 

Net loss attributable to Soluna Holdings, Inc. $ (20,709) $ (7,382) $ (38,175) $ (14,938)

Basic and Diluted loss per common share:
Basic & Diluted loss per share $ (0.18) $ (0.93) $ (0.41) $ (2.10)

Weighted average shares outstanding (Basic and Diluted) 130,975,761 11,146,141 107,668,028 9,939,450

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Soluna Holdings, Inc. and Subsidiaries
Condensed Consolidated Statements of Changes in Equity

For the Year Ended December 31, 2025
And the Three and Six Months Ended June 30, 2026 (Unaudited)

(Dollars in thousands, except per share)



Preferred Stock Common Stock

Additional
Paid-in
Capital

Accumulated
Deficit

Treasury Stock

Non-
Controlling

Interest

Total

Equity
Mezzanine

Equity
Series A
Shares Amount

Series
B

Shares Amount Shares Amount Shares Amount

January 1,
2025 $ —  4,953,545 $ 5  62,500 $ —  10,647,761 $ 11  $ 315,607  $ (314,304) 40,741 $(13,798) $ 39,841  $ 27,362 

Net (loss)
income —  — —  — —  — —  —  (7,556) — —  202  (7,354)

Stock-based
compensation —  — —  — —  — —  1,847  —  — —  —  1,847 

Issuance of
shares –
warrant
exercise —  — —  — —  384,721 —  —  —  — —  —  — 

Restricted
stock units
vested —  — —  — —  3,432 —  —  —  — —  —  — 

Issuance of
shares- SEPA
draws —  — —  — —  1,512,872 2  2,121  —  — —  —  2,123 

Contribution
from Non-
Controlling
interest —  — —  — —  — —  —  —  — —  4,310  4,310 

Distribution
to Non-
Controlling
interest —  — —  — —  — —  —  —  — —  (1,295) (1,295)

March 31,
2025 $ —  4,953,545 $ 5  62,500 $ —  12,548,786 $ 13  $ 319,575  $ (321,860) 40,741 $(13,798) $ 43,058  $ 26,993 

Net loss —  — —  — —  — —  —  (7,382) — —  (398) (7,780)

Stock-based
compensation —  — -  — —  — —  1,942  —  — —  —  1,942 

Issuance of
shares –
warrant
exercise —  — —  — —  59,131 —  —  —  — —  —  — 

Restricted
stock units
vested —  — —  — —  6,600 —  —  —  — —  —  — 

Issuance of
shares-
Restricted
stock awards —  — —  — —  2,140,683 2  (2) —  — —  —  — 

Issuance of
shares- ATM
settlements —  — —  — —  3,340,663 3  2,043  —  — —  —  2,046 

Issuance of
shares- Green
Cloud
issuance —  — —  — —  1,000,000 1  (1) —  — —  —  — 

Contribution
from Non-
Controlling
interest —  — —  — —  — —  —  —  — —  7,542  7,542 

Distribution
to Non-
Controlling
interest —  — —  — —  — —  —  —  — —  (1,424) (1,424)

June 30,
2025 $ —  4,953,545 $ 5  62,500 $ —  19,095,863 $ 19  $ 323,557  $ (329,242) 40,741 $(13,798) $ 48,778  $ 29,319 

Net loss —  — —  — —  — —  —  (23,956) — —  (1,831) (25,787)



Stock-based
compensation —  — —  — —  — —  1,882  —  — —  —  1,882 

Issuance of
shares-
warrant
exercise —  — —  — —  17,254,463 17  28,193  —  — —  —  28,210 

Issuance of
shares- July
equity
financing —  — —  — —  9,090,909 9  5,028  —  — —  —  5,037 

Issuance of
shares –
Restricted
stock awards —  — —  — —  2,751,078 3  (3) —  — —  —  — 

Issuance of
shares- ATM
settlements —  — —  — —  14,649,141 15  20,738  —  — —  —  20,753 

Issuance of
shares- SEPA
draws —  — —  — —  1,487,128 1  4,169  —  — —  —  4,170 

Forfeiture of
RSA shares —  (25,000) —  — —  (236,051) —  —  —  — —  —  — 

Warrant
issuance and
revaluation —  — —  — —  — —  2,869  —  — —  —  2,869 

Warrant
revaluated to
liability —  — —  — —  — —  (5,034) —  — —  —  (5,034)

Contribution
from Non-
Controlling
interest —  — —  — —  — —  —  —  — —  12,902  12,902 

Distribution
to Non-
Controlling
interest —  — —  — —  — —  —  —  — —  (856) (856)

September
30, 2025 $ —  4,928,545 $ 5  62,500 $ —  64,092,531 $ 64  $ 381,399  $ (353,198) 40,741 $(13,798) $ 58,993  $ 73,465 

Net loss —  — —  — —  — —  —  (14,517) — —  (1,553) (16,070)

Stock-based
compensation —  — —  — —  — —  4,895  —  — —  —  4,895 

Issuance of
shares
–warrants
exercise —  — —  — —  7,505,223 8  4,670  —  — —  —  4,678 

Restricted
stock units
vested —  — —  — —  78,210 —  —  —  — —  —  — 

Issuance of
shares –
Restricted
stock awards —  — —  — —  19,392,598 19  (19) —  — —  —  — 

Issuance of
shares- ATM
settlements —  — —  — —  5,601,358 6  11,348  —  — —  —  11,354 

Warrant
liability
revalued to
equity —  — —  — —  — —  4,827  —  — —  —  4,827 

Issuance of
shares-
December
equity



offering 1,313  — —  — —  5,929,944 6  28,363  —  — —  —  28,369 

Issuance of
merger shares —  — —  — —  17,820 —  —  —  — —  —  — 

Warrant
redemption —  — —  — —  — —  (453) —  — —  —  (453)

Treasury
share
conversion —  — —  — —  — —  —  —  45,854 (75) —  (75)

Contribution
from Non-
Controlling
interest —  — —  — —  — —  —  —  — —  7,480  7,480 

Distribution
to Non-
Controlling
interest —  — —  — —  — —  —  —  — —  (7,537) (7,537)

December
31, 2025 $ 1,313  4,928,545 $ 5  62,500 $ —  102,617,684 $ 103  $ 435,030  $ (367,715) 86,595 $(13,873) $ 57,383  $ 110,933 
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Preferred Stock Common Stock

Additional
Paid-in
Capital

Accumulated
Deficit

Treasury Stock

Non-
Controlling

Interest
Total

Equity
Mezzanine

Equity
Series A
Shares Amount

Series
B

Shares Amount Shares Amount Shares Amount

January 1,
2026 $ 1,313  4,928,545 $ 5  62,500 $ —  102,617,684 $ 103  $ 435,030  $ (367,715) 86,595 $(13,873) $ 57,383  $110,933 

Net loss —  — —  — —  — —  —  (17,466) — —  (436) (17,902)

Stock-based
compensation —  — —  — —  — —  10,222  —  — —  —  10,222 

Issuance of
shares –
warrant
exercise —  — —  — —  8,149,200 8  —  —  — —  —  8 

Issuance of
shares-
Restricted
stock awards —  — —  — —  1,373,000 1  (1) —  — —  —  — 

Issuance of
shares- Series
B conversion —  — —  (5,310) —  553,125 1  (1) —  — —  —  — 

SEPA
commitment
fee share
issuance —  — —  — —  335,976 —  250  —  — —  —  250 

Merger
shares —  — —  — —  10,692 —  —  —  — —  —  — 

Forfeiture of
Restricted
Stock Award
shares —  (8,500) —  — —  (1,236,042) (1) 1  —  — —  —  — 

Warrant
adjustment
and other —  — —  — —  — —  682  —  — —  —  682 

Contribution
from Non-
Controlling
interest —  — —  — —  — —  —  —  — —  10,918  10,918 

Distribution
to Non-
Controlling
interest —  — —  — —  — —  —  —  — —  (2,068) (2,068)

March 31,
2026 $ 1,313  4,920,045 $ 5  57,190 $ —  111,803,635 $ 112  $ 446,183  $ (385,181) 86,595 $(13,873) $ 65,797  $113,043 

Net (loss)
income — — —  — —  — —  —  (20,709) — —  (1,915) (22,624)

Stock-based
compensation — — —  — —  — —  9,480  —  — —  —  9,480 

Issuance of
shares –
warrant
exercise — — —  — —  3,239,951 3  2,542  —  — —  —  2,545 

Restricted
stock units
vested — — —  — —  32,366 —  —  —  — —  —  — 

Issuance of
shares-
restricted
stock awards — — —  — —  20,510,835 21  (21) —  — —  —  — 

Issuance of
shares- ATM
settlements — — —  — —  74,174,213 74  113,391  —  — —  —  113,465 

Issuance of



shares- SEPA
draws — — —  — —  10,237,605 10  18,672  —  — —  —  18,682 

Merger
shares —  — —  — —  30,888 —  —  —  — —  —  — 

Issuance of
shares- Series
B conversion —  — —  (57,190) —  5,957,291 6  (6) —  — —  —  — 

Warrant
adjustment
and other —  — —  — —  — —  3,249  —  — —  —  3,249 

Shares
withheld for
taxes/
purchase of
treasury
shares —  — —  — —  — —  —  —  78,710 (131) —  (131)

Purchase of
D1A
membership
interest —  — —  — —  — —  (10,993) —  — —  (5,507) (16,500)

Purchase of
D1B
membership
interest —  — —  — —  — —  (4,845) —  — —  (3,921) (8,766)

Series B
dividend
payment —  — —  — —  — —  (2,058) —  — —  —  (2,058)

June 30,
2026 $ 1,313  4,920,045 $ 5  — $ —  225,986,784 $ 226  $ 575,594  $ (405,890) 165,305 $(14,004) $ 54,454  $210,385 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Soluna Holdings, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows (Unaudited)

For the Six Months Ended June 30, 2026 and 2025



Six Months Ended
June 30,

(Dollars in thousands) 2026 2025

Operating Activities
Net loss $ (40,526) $ (15,134)

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation expense 5,494  3,121 
Amortization expense 4,841  4,746 
Stock-based compensation 19,702  3,789 
Deferred income taxes (1,179) (1,051)
Right of first refusal amortization gain (135) — 
Impairment on fixed assets and intangibles 70  12 
Amortization of operating and finance lease asset 155  30 
Loss (gain) on debt extinguishment and revaluation, net 4,197  (551)
Amortization of deferred financing costs and discount on notes 2,209  338 
Fair value adjustments, including SEPA (246) 118 
SEPA commitment cost 250  — 
Accretion of asset retirement obligation 79  — 
Loss on sale of fixed assets and deposit on equipment, net 553  22 

Changes in operating assets and liabilities:
Accounts receivable 277  44 
Prepaid expenses and other current assets (1,847) (455)
Other long-term assets —  1,607 
Accounts payable (2,528) 1,102 
Contract termination liability —  (667)
Deferred revenue (249) — 
Operating lease liabilities 123  (30)
Other liabilities and customer deposits 914  644 
Accrued liabilities and interest payable (3,709) 1,042 

Net cash used in operating activities (11,555) (1,273)

Investing Activities
Purchases of property, plant, and equipment (9,483) (7,790)
Purchases of intangible assets (68) (83)
Proceeds from sale of property, plant, and equipment 32  — 
Briscoe acquisition purchase, net of cash acquired (51,415) — 

Deposits on equipment (4,130) (476)

Net cash used in investing activities (65,064) (8,349)
Financing Activities

Proceeds from common stock warrant exercises 2,553  — 
Proceeds from sale of common stock on SEPA 18,928  2,005 
Proceeds from notes 24,500  5,269 
Proceeds from sale of common stock on ATM 113,465  2,046 
Payments on notes and deferred financing costs (18,026) (3,275)
Payments on Series B dividends (2,058) — 
Costs on treasury stock (131) — 
Payments on financing lease liabilities (113) — 
Purchase of membership interest of Dorothy 1A and Dorothy 1B (25,266) — 
Contributions from non-controlling interest 10,918  11,852 
Distributions to non-controlling interest (5,705) (3,575)

Net cash provided by financing activities 119,065  14,322 

I (d ) i h & t i t d h 42 446 4 700



Increase (decrease) in cash & restricted cash 42,446  4,700 

Cash & restricted cash – beginning of period 88,843  10,453 

Cash & restricted cash – end of period $ 131,289  $ 15,153 

Supplemental Disclosure of Cash Flow Information
Interest paid on debt 2,248  685 
Fair value consideration for Green Cloud issuance of shares —  810 
Construction in progress included in accounts payable and accrued liabilities 2,743  — 
Warrant consideration in relation to Generate and Yorkville Warrants 3,249  — 
Noncash membership distribution accrual —  323 
Warrant adjustment 682  — 
Noncash activity right-of-use assets adjustment 430  — 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Notes to Condensed Consolidated Financial Statements (Unaudited)

1. Nature of Operations

Description of Business

Unless the context requires otherwise in these notes to the consolidated condensed financial statements, the terms “SHI,” "Soluna," “the
“Company,” “we,” “us,” and “our” refer to Soluna Holdings, Inc. together with its consolidated subsidiaries, “SDI” refers to Soluna
Digital, Inc., “Soluna Cloud” or “Cloud” refers to Soluna Cloud, Inc., “SEI” refers to Soluna Energy, Inc., and "Soluna Wind" refers to
Soluna Wind Holdings, Inc.

Soluna Holdings, Inc. (“SHI”) is a digital infrastructure company that specializes in transforming surplus renewable energy into computing
resources. The Company’s strategy is to operate data centers co-located with wind, solar, and hydroelectric power plants, supporting
compute-intensive applications, including Bitcoin mining, generative AI, and high-performance computing (“HPC”). This approach aims
to create a more sustainable grid while providing cost-effective and environmentally friendly computing solutions.

Soluna Holdings, Inc. was originally incorporated in the State of New York in 1961 as Mechanical Technology, Incorporated and
reincorporated in the State of Nevada on March 24, 2021. On March 23, 2021, SHI's common stock commenced trading on The Nasdaq
Stock Market LLC ("Nasdaq"). Headquartered in Albany, New York, the Company changed its name from “Mechanical Technology,
Incorporated” to Soluna Holdings, Inc. on November 2, 2021. On October 29, 2021, Soluna Callisto Holdings, Inc. ("Soluna Callisto")
merged into Soluna Computing, Inc. (“SCI”), a private green data center development company and subsidiary of SHI. SCI subsequently
sold and transferred all its assets in December 2023 to the Company. SHI conducts its business through its wholly owned subsidiary,
Soluna Digital, Inc. (“SDI”). Additionally, SHI formed Soluna Cloud, Inc. (“Soluna Cloud”) on March 24, 2024, to operate cloud,
colocation, and data hosting services related to high performance computing and AI. On April 2, 2024, SHI formed Soluna Energy, Inc.
(“SEI”) to own and manage renewable energy power purchase agreements and land leases through a series of service subsidiaries. In
January 2026, SHI formed Soluna Wind Holdings, Inc. to own and operate wind-powered energy generation facilities through its
subsidiaries.

As of June 30, 2026, the Company has five operating projects under management. In 2021, the Company constructed a 25 MW data center
and commenced operations in its Murray, Kentucky location ("Project Sophie"). The Company’s Texas site (“Project Dorothy”), located at
the Briscoe wind farm, holds the potential for up to 100 MW of data center capacity. By June 2024, SHI had energized 50 MW of the site
across two phases, Project Dorothy 1A and 1B. On July 22, 2024, the Company closed financing for the 48 MW data center (the “Project
Dorothy 2”). Project Dorothy 2 is financed by Soluna2 SLC Fund II Project Holdco LLC, an investment vehicle of Spring Lane Capital
(“SLC”) and SDI. As of June 30, 2026, SDI has 100% Class A membership and 0% Class B membership interest in Project Dorothy 2. On
July 22, 2025, the Company closed financing with SLC for Project Kati 1, a data center campus in Willacy County, Texas. Project Kati 1
has a total capacity of 83 MW. As of June 30, 2026, SDI has 100% Class A membership and 13% Class B membership interest in Project
Kati 1.

On April 1, 2026, the Company acquired 100% of the issued and outstanding membership interests in Briscoe Wind Farm, LLC
("Briscoe"), a 150 MW capacity wind generation project. See Note 5 for details.

2. Basis of Presentation

In the opinion of management, the Company’s condensed consolidated financial statements reflect all adjustments, which are of a normal
recurring nature, necessary for a fair statement of the results for the periods presented in accordance with United States of America’s
Generally Accepted Accounting Principles (“U.S. GAAP”). The results of operations for the interim periods presented are not necessarily
indicative of results for the full year or for any future period.

Certain information and footnote disclosures normally included in the annual consolidated financial statements prepared in accordance
with U.S. GAAP have been condensed or omitted. These unaudited condensed consolidated financial statements should be read in
conjunction with the Company’s audited consolidated financial statements and notes thereto included in the Company’s Annual Report on
Form 10-K for the year ended December 31, 2025 (“the Annual Report”).
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The information presented in the accompanying condensed consolidated balance sheet as of December 31, 2025 has been derived from the
Company’s audited consolidated financial statements. All other information has been derived from the Company’s unaudited condensed
consolidated financial statements for the three and six months ended June 30, 2026 and June 30, 2025.

Principles of Consolidation

The condensed consolidated financial statements include the accounts of the Company and its subsidiaries, including the Company’s
variable interest entities disclosed in Note 16. All intercompany balances and transactions are eliminated in consolidation.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and highly liquid short-term investments with original maturities of less than three months.

Restricted Cash

Restricted cash relates to cash that is legally restricted as to withdrawal and usage or is being held for a contractual purpose and thus not
available to the Company for immediate or general business use. As of June 30, 2026, the Company had restricted cash of approximately
$17.9 million, of which $10.0 million was classified as current and $7.9 million was classified as non-current. As of December 31, 2025,
the Company had restricted cash of approximately $12.4 million, of which $4.5 million was classified as current and $7.9 million was
classified as non-current. Restricted cash consists primarily of customer deposits held for less than 12 months and amounts restricted under
debt covenants; the non-current balance relates to a collateralized deposit.

Concentration of Credit Risk

Financial instruments that subject the Company to concentrations of credit risk principally consist of cash equivalents and trade accounts
receivable. The Company’s trade accounts receivable are from data hosting revenue with the Company’s customers throughout the year.
The Company does not require collateral and has not historically experienced significant credit losses related to receivables from
individual customers or groups of customers in any particular industry or geographic area. The Company requires that hosting customers
make a prepayment of the next month’s estimated expenses or make a security deposit to the Company.

The Company has cash deposits in excess of federally insured limits but does not believe them to be at risk. The Company notes that as of
June 30, 2026, the cash deposits in excess of federally insured limits was approximately $130.8 million.

Deposits on equipment

As of June 30, 2026 and December 31, 2025, the Company had approximately $208 thousand and $1.4 million, respectively, in deposits
on equipment that had not yet been received by the Company. Once the Company receives such equipment in a subsequent period, the
Company will reclassify such balance into Property, Plant and Equipment, net.

Debt Issuance Costs

Debt issuance costs consist of costs incurred in obtaining long-term financing. These costs are classified on the condensed consolidated
balance sheet as a direct deduction from the carrying amount of the related debt liability and subsequently amortized as interest expense in
the condensed consolidated statement of operations using the effective interest rate method.

The Company evaluates amendments to its debt instruments in accordance with ASC 470-50, Debt - Modifications and Extinguishments
(“ASC 470”) to determine whether the amendment should be accounted for as a modification or an extinguishment. An amendment may
be considered modified when the terms of the new debt and original instrument are not “substantially different” (as defined in the debt
modification guidance in ASC 470). Amendments that are considered modifications are accounted for prospectively as yield adjustments,
based on the revised terms, and lender fees and costs
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directly incurred with third parties, to the extent material, are recorded as debt discount and amortized to interest expense using the
effective interest rate method.

Loan Commitment assets

The Credit Agreement (see Note 10) contained a commitment from the lender for an additional tranche of debt under certain conditions.
The Company incurred costs and fees to obtain a nonrevolving loan commitment. The accounting for warrants issued and fees paid to
lenders in connection with a nonrevolving loan commitment are initially treated as an asset. As discussed in Credit Agreement in Note 10,
the Company can draw up to $35.5 million between the first three tranches and can draw an additional $64.5 million upon subsequent
approval by the lenders. The Company allocated the warrants issued and fees paid to the lenders in connection the nonrevolving loan
commitment between the draws to date of $17.0 million and the remaining $18.5 million between debt issuance costs and loan
commitment assets. As discussed in Note 10, the Tranche B loan commitments changed from $18.5 million to $6.0 million. Because the
commitment was contractually terminated in part, the Company wrote off approximately $2.0 million of unamortized deferred costs
attributable to that reduction, which is reflected in loss on extinguishment of debt for the three and six months ended June  30, 2026.
Following Amendment No. 1, a loan commitment asset of $979 thousand remained, attributable to the $6.0 million undrawn Tranche B
commitment, which by its terms is available to be drawn through October 31, 2026, subject to the conditions to borrowing set forth in the
Credit Agreement.

During the three months ended June 30, 2026, management concluded that the Company will not draw the remaining $6.0 million Tranche
B commitment prior to its expiration on October 31, 2026. This conclusion reflects management's intent not to utilize the commitment, as
well as the conditions to borrowing under the Credit Agreement, which require, among other things, that no Default or Event of Default
exist on the applicable borrowing date and which, in light of the covenant matters described in Note 10, limit the periods during which the
conditions to a Tranche B borrowing could be satisfied prior to expiration.

As a result, the Company determined that the period benefited by the remaining loan commitment asset had ended and wrote off the
remaining balance of $979 thousand during the three and six months ended June 30, 2026. The write-off represents an acceleration of
amortization arising from a change in the estimated period benefited by a deferred cost and was accounted for prospectively as a change in
accounting estimate in the period of change in accordance with ASC 250-10-45-17 and ASC 835-30-35-2. The charge is recorded within
interest expense and is presented in the amortization of deferred financing costs component in the condensed statement of cash flows. No
amount was recognized as a loss on extinguishment of debt under ASC 470-50, because the Tranche B commitment has not been
contractually terminated, reduced, or modified and remains legally available to the Borrowers through its expiration. No loan commitment
asset remained as of June 30, 2026.

Revenue recognition

Refer to the Annual Report in relation to the revenue recognition of data hosting, cryptocurrency mining, and demand service revenue.

In relation to the acquisition of Briscoe in April 2026, a new revenue stream was included for the Company: Wind Energy Generation.
Briscoe derives its revenue from the sale of power and renewable energy credits ("RECs"). Briscoe sells power to the wholesale market at
its nodal settlement point and is recorded as the underlying energy is generated. Commencing in 2023, Briscoe sold an increasing portion
of its power through a Power Purchase Agreement ("PPA") with Golden Spread Electric Cooperative, Inc. ("GSEC"). At times, Briscoe
may be subject to negative pricing at its nodal settlement point when selling electricity within the wholesale market due to severe
congestion on the transmission lines within the ERCOT West Hub region. Wind Energy Generation revenue is comprised of three forms of
revenue:

Merchant revenue: The Company evaluated its wholesale energy revenue and determined that it does not meet the definition of a lease or a
derivative and accordingly, will be accounted for under ASC 606. Under Accounting Standards Codification ("ASC") Topic 606, Revenue
from Contracts with Customers ("ASC 606"), a contract's transaction price is allocated to each distinct performance obligation and
recognized as revenue when, or as, the performance obligation is satisfied. The Company views the sale of power as a series of distinct
goods that is substantially the same and has the same pattern of transfer measured by the output method. Accordingly, the Company
applied the practical expedient as the right to consideration corresponds directly to the value provided to the customer to recognize
revenue at the invoice amount.
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PPA revenue: The Company evaluated the GSEC PPA and determined that it does not meet the definition of a lease or a derivative and
accordingly, will be accounted for under ASC 606. The Company views the sale of energy under the PPA as single performance obligation
that the customer simultaneously receives and consumes as the entity performs. Revenue is recognized using an output method as the
quantities are delivered to the customer. The customer is invoiced monthly an amount equal to energy multiplied by the variable market
rate as published by ERCOT and all curtailed energy multiplied by a rate of $20.70/MWh. The Company applied the practical expedient
available under ASC 606 as the right to consideration corresponds directly to the value provided to the customer to recognize revenue at
the invoiced amount and recognizes revenue in the statements of operations when the energy is delivered. The Company notes that all the
PPA revenue is eliminated in consolidation as all sales are with the Company's Dorothy entities, which in turn lowers the Company's cost
of revenue.

REC revenue: Under the renewable portfolio standards in Texas, the Wind Energy System will generate a REC for each megawatt hour of
energy delivered. The Company's individual REC sales reflect a fixed quantity, fixed price structure over a specified term or are sold at the
spot market. The Company views REC products in these arrangements as distinct performance obligations satisfied at a point in time.
Since the REC products delivered to the customers are not bundled with the power sold to ERCOT or GSEC but rather are sold at
specified points under separate contractual arrangements, these RECs are recognized into revenue when delivered and invoiced under ASC
606.

Change in Presentation

Beginning on April 1, 2026, the Company began recording electricity costs incurred as part of providing performance obligations to its
customers within the data hosting revenue financial statements caption and associated electricity costs within the cost of data hosting
revenue, exclusive of depreciation financial statement caption on the statement of operations. These electricity costs are subsequently
passed on to the customer with no mark-up. $2.4 million, $3.2 million, and $1.9 million of the comparable costs were incurred for the
quarter ending June 30, 2025, March 31, 2026, and March 31, 2025, respectively.

Asset retirement obligation

With the acquisition of Briscoe in April 2026, the Company obtained an asset retirement obligation. Briscoe has a contractual obligation to
remove its Wind Energy System following the expiration of its operating site leases. The leases require that, upon lease termination, the
leased land be restored to an agreed-upon condition, effectively retiring the Wind Energy System. Briscoe is required to record the present
value of the estimated obligation as it is incurred relating to the Wind Energy System. During the second quarter of 2026, the Company
received an independent third-party decommissioning study, which was used to refine management's estimate of the timing and amount of
the costs to remove the Wind Energy System and restore the leased land.

Reclassification

Certain prior year amounts have been reclassified for consistency with the current year presentation. These reclassifications had no effect
on the reported results of operations or net assets.
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3. Accounts Receivable, net

Accounts receivables consist of the following at:

(Dollars in thousands) June 30, 2026
December 31,

2025

Data hosting $ 5,339  $ 4,750 
Demand response service receivable 1,096  745 
Proprietary mining Coinbase receivable 13  27 
Wind energy generation receivable 73  — 
Other 216  244 

6,737  5,766 
Less: Allowance for expected credit losses —  (244)

$ 6,737  $ 5,522 

The Company’s allowance for expected credit loss was $0 at June 30, 2026 and $244 thousand at December 31, 2025, respectively. The
Company wrote off approximately $244 thousand against the Company's allowance during the six months ended June  30, 2026 after
determining the receivable was uncollectible.

Rollforward of Allowance of Expected Credit Losses:

(Dollars in thousands)
January 1, 2026-

June 30, 2026

January 1, 2025
–

December 31,
2025

Allowance for expected credit losses, beginning of period $ 244  $ 244 
Current period credit provision —  — 
Write offs charged against the allowance (244) — 
Recoveries collected —  — 

Allowance of expected credit losses, end of period $ —  $ 244 

4. Property, Plant and Equipment, net

Property, plant and equipment consist of the following at:

(Dollars in thousands) June 30, 2026
December 31,

2025
Land and land improvements $ 7,319  $ 4,471 
Wind energy generation 51,572  — 
Buildings and leasehold improvements 49,919  36,464 
Computers and related software 14,343  13,542 
Machinery and equipment 27,355  19,522 
Office furniture and fixtures 87  74 
Construction in progress 8,116  16,215 

158,711  90,288 
Less: Accumulated depreciation (20,910) (15,505)

$ 137,801  $ 74,783 
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Depreciation expense was approximately $3.3 million and $1.6 million for the three months ended June 30, 2026 and 2025, respectively.
Depreciation expense was approximately $5.5 million and $3.1 million for the six months ended June 30, 2026 and 2025, respectively.

The Briscoe Project wind generation facility as discussed in Note 5 was measured at fair value as of April 1, 2026. The assigned fair value
of approximately $51.6 million is being depreciated on a straight-line basis over fifteen years, the estimated remaining useful life of the
facility.

5. Briscoe Asset Acquisition

Overview of the Transaction

On April 1, 2026 (the “Closing Date”), Soluna DV Wind SponsorCo, LLC (the “Tranche C Borrower”), a wholly owned indirect
subsidiary of the Company, completed the acquisition of 100% of the issued and outstanding membership interests in Briscoe Wind Farm,
LLC (“Briscoe”) pursuant to a Membership Interest Purchase Agreement (the “MIPA”) with Briscoe Wind Project Holdings I, LLC, JPM
Capital Corporation, and Morgan Stanley Wind, LLC (collectively, the “Sellers”).

Through the MIPA, the Tranche C Borrower acquired an approximately 150-megawatt (“MW”) nameplate-capacity wind-powered electric
generation facility (the “Briscoe Project”) located in Briscoe and Floyd Counties, Texas, adjacent to the Company's Dorothy campus in
Silverton. The Briscoe Project has been in commercial operation since November 13, 2015, and consists of 81 wind turbines.

Simultaneous with the closing of the MIPA, the Sellers’ pre-existing credit facilities, subordinated notes, and tracking account liability
encumbering Briscoe were repaid in full from the proceeds received from the Company, and all related liens were released. Accordingly,
none of such indebtedness was assumed by the Company.

The Company evaluated the acquisition under Accounting Standards Codification (“ASC”) Topic 805, Business Combinations. Because
substantially all of the fair value of the gross assets acquired is concentrated in the Briscoe Project wind generation facility and its directly
associated assets—comprising a single group of similar identifiable assets—the acquisition does not meet the definition of a business
under ASC 805-10-55. Accordingly, the transaction has been accounted for as an asset acquisition pursuant to ASC 805-50.

Under asset acquisition accounting, transaction costs directly attributable to the acquisition are capitalized as part of the cost of the
acquired assets rather than expensed as incurred. The total acquisition cost of approximately $55.9 million, inclusive of base purchase
price of $53.0 million, closing net working capital adjustments of approximately $1.4 million and capitalized out-of-pocket transaction
costs of approximately $1.5 million, is allocated to the identifiable assets acquired and liabilities assumed on the basis of their relative fair
values at the Closing Date. No goodwill is recognized in an asset acquisition.
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Allocation of Acquisition Cost

The total acquisition cost of approximately $55.9 million has been allocated to the identifiable assets acquired and liabilities assumed as of
the Closing Date based on their relative fair values, as follows:

(Dollars in thousands) April 1, 2026
Cash $ 1,055 
Restricted cash, current 3,389 
Accounts receivable 1,492 
Prepaid expenses and other current assets 2 
Other long term assets 20 
Operating lease right-of-use assets 3,933 
Property, plant and equipment 51,572 
Power Purchase Agreement intangible asset 2,650 
Accounts payable (441)
Accrued liabilities (219)
Operating lease liability, current (43)
Operating lease liability, noncurrent (3,966)
Asset retirement obligation (3,585)

Net assets acquired $ 55,859 

Acquisition Financing

In connection with the closing, the Company amended its existing Credit Agreement with Generate Lending, LLC to establish a new
Tranche C Loan Commitment of $12.5 million (the “Tranche C Loan”) to finance the acquisition, with a corresponding reduction of the
unfunded Tranche B Loan Commitment by $12.5 million. The unamortized deferred financing costs of approximately $2.0 million
associated with the $12.5 million reduction in the Tranche B Loan Commitment were written off upon execution of the amendment and
are reflected as loss on extinguishment of debt in the condensed consolidated statements of operations for the three and six months ended
June 30, 2026.

Debt issuance costs of approximately $977 thousand were deducted from gross proceeds, resulting in net proceeds of approximately $11.5
million. Concurrently, the Company issued to Generate Strategic Credit Master Fund I-B, L.P., an affiliate of the Lender, in a private
placement: (i) a pre-funded warrant to purchase up to 700,000 shares of Common Stock; (ii) a common warrant to purchase up to
1,350,000 shares of Common Stock; and (iii) a common warrant to purchase up to 650,000 shares of Common Stock. The warrants were
initially measured at fair value at approximately $1.6 million, and are classified as equity instruments; they are not subject to subsequent
remeasurement. The fair value of the warrants were recorded as a discount on the Tranche C Loan, and will be amortized over the life of
the Tranche C Loan. See Note 10 for details.
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6. Intangible Assets, net

Intangible assets consist of the following as of June 30, 2026:

(Dollars in thousands)
Intangible

Assets Impairment
Accumulated
Amortization Total

Strategic pipeline contract $ 46,885  $ —  $ 43,760  $ 3,125 
Assembled workforce 500  —  466  34 
Power purchase agreement 2,650  —  94  2,556 
Patents 468  70  45  353 

Total $ 50,503  $ 70  $ 44,365  $ 6,068 

Intangible assets consist of the following as of December 31, 2025:

(Dollars in thousands)
Intangible

Assets
Accumulated
Amortization Total

Strategic pipeline contract $ 46,885  $ 39,071  $ 7,814 
Assembled workforce 500  416  84 
Patents 400  37  363 

Total $ 47,785  $ 39,524  $ 8,261 

Amortization expense for the three months ended June 30, 2026 and 2025 was approximately $2.5 million and $2.4 million, respectively.
Amortization expense for the six months ended June 30, 2026 and 2025 was approximately $4.8 million and $4.7 million, respectively.

The strategic pipeline contract relates to supply of a critical input to our digital mining and hosting business. The Company has analyzed
this strategic pipeline contract similar to a permit for future benefit. The strategic pipeline contract relates to potential renewable energy
datacenters that fit in the alignment of the Company structure to expand operations of the Company’s new focus in their business.

As part of the Briscoe acquisition discussed in Note 5, the Company identified an above-market PPA with GSEC, which was initially
executed February 24, 2023, as an identifiable intangible asset. The PPA provides for the sale of an increasing portion of the Briscoe
Project’s energy output to GSEC, commencing at 25 MW and escalating toward full project capacity. The fair value assigned to the PPA
intangible asset is $2.65 million, which is being amortized on a straight-line basis over its estimated remaining useful life of 7 years,
resulting in quarterly amortization expense of approximately $94 thousand.

The Company expects to record amortization expense of intangible assets over the next five years and thereafter as follows:

(Dollars in thousands)
Year 2026
2026 (remainder of the year) $ 3,361 
2027 400 
2028 401 
2029 400 
2030 400 
Thereafter 1,106 

Total $ 6,068 
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7. Accrued Liabilities

Accrued liabilities consist of the following at:

(Dollars in thousands) June 30, 2026 December 31, 2025

Salaries, wages, and related expenses $ 1,655  $ 2,204 
Liability to shareholders for previous acquisition 363  363 
Legal, audit, tax, and professional fees 782  1,786 
Sales tax accrual 53  146 
Real estate taxes accrual 867  453 
Hosting and utility fees 784  1,541 
Construction and facility fees 2,957  2,252 
Financing fee accrual 65  773 
Membership distribution accrual —  3,637 
Other 23  27 

Total $ 7,549  $ 13,182 

Contract termination liability

In June 2024, Soluna AL Cloudco, LLC (“CloudCo”), a subsidiary of Soluna Cloud, entered into an agreement (the “HPE
Agreement”) with Hewlett Packard Enterprise Company (“HPE”), with an initial pre-payment of $10.3 million and a total
commitment of $34 million over a 36-month period. On March 24, 2025, CloudCo notified HPE of its termination of the HPE
Agreement and, on March 26, 2025, HPE notified CloudCo of its termination of the HPE Agreement for cause, effective immediately,
due to CloudCo’s material breach of its payment obligations that remained uncured for more than thirty (30) days. The HPE
Agreement provided the Company access to datacenter and cloud services for AI and supercomputing applications utilizing NVIDIA
H100 GPUs. In accordance with the terms of the HPE Agreement, CloudCo was required to pay all of the unpaid fees that were
payable over the entire term of the HPE Agreement. In accordance with the terms of the HPE Agreement, upon a termination for cause
by HPE, CloudCo must pay HPE the remaining payment stream under the term of the HPE Agreement, including all upfront
payments and monthly charges, plus any fees incurred for the terminated Services (as defined in the HPE Agreement). As of June 30,
2026, the outstanding contract liability is approximately $19.3 million. CloudCo has not made any additional payments under the HPE
Agreement since CloudCo notified HPE of its termination of the HPE Agreement.
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8. Asset Retirement Obligation

Briscoe has a contractual obligation to remove the wind energy facility and restore leased land upon expiration of the multiple land lease
agreements with third-party landowners for the turbine installation sites (the "Site Leases"). The asset retirement obligation was measured
at the present value of estimated future removal and restoration costs as of the Closing Date of April 1, 2026 and was recorded at $3.6
million. The measurement reflects management's current estimate of removal and restoration cost; an independent decommissioning study
was completed. The obligation will accrete to its estimated future value over the remaining life of the wind facility. For the three and six
months ended June 30, 2026, the accretion expense of $79 thousand was included in cost of wind energy generation revenue-depreciation
and accretion expense on the condensed consolidated statements of operations.

The following is a summary of total changes in the Company's asset retirement obligation liability that was acquired on April 1, 2026 in
relation to the Briscoe acquisition for the three and six months ended June 30, 2026:

(Dollars in thousands)
April 1, 2026-
June 30, 2026

Balance at beginning of period $ 3,585 
Accretion expense 79 

Balance at end of period $ 3,664 

Asset retirement obligation costs may increase or decrease significantly in the future as a result of changes in regulations, changes in
engineering designs and technology, permit modifications or updates, changes to the Briscoe Project, inflation or other factors as actual
reclamation spending occurs. Asset retirement obligation activities and expenditures generally are made over an extended period of time
commencing near the end of the wind energy system life; however, certain reclamation activities may be accelerated if legally required or
if determined to be economically beneficial.

9. Income Taxes

During the three and six months ended June 30, 2026, the Company’s effective income tax rate was 2.3% and 2.8%, respectively, and for
the three and six months ended June 30, 2025, the Company's effective income tax rate was 7.2% and 6.4%, respectively. The projected
annual effective tax rate is less than the Federal statutory rate of 21%, primarily due to the change in the valuation allowance, as well as
changes to estimated taxable income for 2026 and permanent differences. For the three months ended June 30, 2026 and 2025, there was a
deferred income tax benefit of $547 thousand and $615 thousand, respectively, offset with current tax expense for the three months ended
June 30, 2026 and 2025 of approximately $0 thousand and $7 thousand, respectively. For the six months ended June 30, 2026 and 2025,
there was a deferred income tax benefit of approximately $1.2 million and $1.1 million, respectively, offset by a $8 thousand and $12
thousand current tax expense for the six months ended June 30, 2026 and 2025, respectively.

In connection with the strategic contract pipeline acquired in the acquisition as further discussed in Note 6, ASC 740-10-25-51 requires the
recognition of a deferred tax impact of acquiring an asset in a transaction that is not a business combination when the amount paid exceeds
the tax basis on the acquisition date. As such, the Company is required to adjust the value of the strategic contract pipeline by
approximately $10.9 million at inception date, which was recorded as a deferred tax liability, and this amount will be amortized over the
life of the asset. For the three and six months ended June 30, 2026 and 2025, the Company amortized $547 thousand and $1.2 million,
respectively.

The Company provides for recognition of deferred tax assets if the realization of such assets is more likely than not to occur in accordance
with accounting standards that address income taxes. Significant management judgment is required in determining the period in which the
reversal of a valuation allowance should occur. The Company has considered all available evidence, both positive and negative, such as
historical levels of income and future forecasts of taxable income amongst other items, in determining its valuation allowance. In addition,
the Company’s assessment requires us to schedule future taxable income in accordance with accounting standards that address income
taxes to assess the appropriateness of a valuation allowance which further requires the exercise of significant management judgment.
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The Company evaluates its tax positions in accordance with the guidance for accounting for uncertainty in income taxes. Tax benefits are
recognized only when it is more likely than not that the position will be sustained upon examination by the relevant taxing authority based
on the technical merits of the position. As of June 30, 2026, the Company had no material uncertain tax positions requiring recognition or
disclosure in the condensed consolidated financial statements. The Company did not record any interest or penalties related to uncertain
tax positions during the three or six months ended June 30, 2026.

The Company believes that the accounting estimate for the valuation of deferred tax assets is a critical accounting estimate because
judgment is required in assessing the likely future tax consequences of events that have been recognized in our financial statements or tax
returns. The Company based the estimate of deferred tax assets and liabilities on current tax laws and rates and, in certain cases, business
plans and other expectations about future outcomes. In the event that actual results differ from these estimates, or the Company adjusts
these estimates in future periods, the Company may need to adjust the recorded valuation allowance, which could materially impact our
financial position and results of operations. The Company has a full valuation allowance for the deferred tax assets of $47.8 million on
June 30, 2026 and $41.8 million on December 31, 2025, respectively. We will continue to evaluate the ability to realize our deferred tax
assets and related valuation allowance on a quarterly basis.

10. Debt

The following table represents total debt outstanding by agreement as of June 30, 2026:

(Dollars in thousands):
Current portion

of debt Long term debt Total
Generate loan $ 23,145  $ —  $ 23,145 
Green Cloud Note 6,014  —  6,014 
Galaxy loan 944  3,016  3,960 
Equipment/Land loan —  —  — 

Total Debt $ 30,103  $ 3,016  $ 33,119 

The following table represents total debt outstanding by agreement as of December 31, 2025:

(Dollars in thousands):
Current portion

of debt Long term debt Total

Generate loan $ 3,713  $ 10,213  $ 13,926 
Green Cloud Note 4,361  3,112  7,473 
Galaxy loan 784  3,499  4,283 
Equipment/Land loan —  1,075  1,075 

Total Debt $ 8,858  $ 17,899  $ 26,757 
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The Company notes as of June  30, 2026, there is approximately $33.1 million in debt outstanding, made up of approximately $37.9
million in principal outstanding less approximately $4.8 million in debt issuance and discounts costs remaining to be amortized over the
life of the loans. The following table represents the future minimum principal payments, which excludes potential cash sweeps, due on
debt as of June 30, 2026:

(Dollars in thousands)
Year 2026

2026 (remainder of the year) $ 5,170 
2027 7,678 
2028 4,840 
2029 5,197 
2030 15,036 

Total $ 37,921 

Amounts reflect contractual maturities. As described above, the entire outstanding balance under the Generate Credit Agreement has been
classified as current as of June 30, 2026 notwithstanding its contractual amortization schedule.

Generate Credit Agreement

(Dollars in thousands) Maturity Date Interest Rate
January 1, 2026-

June 30, 2026

September 12,
2025

– December 31,
2025

Tranche A-1
September 12,

2030 * 13.65 % $ 4,776  $ 5,500 

Tranche A-3
September 12,

2030 * 13.65 % 11,414  11,500 

Tranche C
September 12,

2030 * 11.62 % 12,500  — 

Total drawn loan 28,690  17,000 
Less: principal payments (1,182) (810)
Less: debt discount and issuance costs (4,363) (2,264)

Total outstanding note 23,145  13,926 
(Less) Current note outstanding (23,145) (3,713)

Long-term note outstanding $ —  $ 10,213 

On September 12, 2025, the Company caused its subsidiaries Soluna DVSL ComputeCo, LLC (“Dorothy 1A Borrower”), Soluna DVSL II
ComputeCo, LLC (“Dorothy 2 Borrower”), and Soluna KK I ComputeCo, LLC (“Tranche B Borrower” and collectively with Dorothy 1A
Borrower and Dorothy 2 Borrower, the “Borrowers”) to enter into a Credit and Guaranty Agreement (the “Credit Agreement”) with
Generate Lending, LLC, as administrative agent and collateral agent (the “Agent”), and Generate Strategic Credit Master Fund I-A, L.P.
(the “Lender”). The Credit Agreement provides for senior secured term loan commitments in an aggregate principal amount of up to $35.5
million, comprised of (i) Tranche A-1 ($5.5 million), (ii) Tranche A-3 ($11.5 million), and (iii) Tranche B ($18.5 million). In addition, the
Credit Agreement permits the Borrowers to request one or more Additional Tranche Loan Commitments (as defined in the Credit
Agreement), in the aggregate amount of up to $64.5 million, subject to the approval of the Lender and the Agent, for project-level
financing of eligible projects. On September 12, 2025, the Borrowers borrowed approximately $12.6 million under the Credit Agreement,
comprised of Tranche A-1 loans and Tranche A-3 loans, and on December 22, 2025, an additional $4.4 million was borrowed on the
Tranche A-3 loan. The Company can draw upon Tranche B from September 12, 2025 until October 31, 2026, subject to the conditions set
forth in the Credit Agreement. The maturity date for the Tranche A and Tranche B loans is the earlier of (i) payment of outstanding
principal, interest, and fees and (ii) September 12, 2030. Additional Tranche Loan Commitments will have maturity dates as set forth in
their respective amendments to
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the Credit Agreement. For the three and six months ended June 30, 2026, interest expense in relation to Tranche A-1, A-3, and B was
approximately $703 thousand and approximately $1.5 million, respectively.

Proceeds from the Credit Agreement will be used to finance, refinance, develop and construct the Company’s Dorothy 1A, Dorothy 2 and
Kati data center projects, fund a debt service reserve account, and pay fees and expenses. The loans bear interest at a variable rate based on
either ABR or Term SOFR, as set forth in the Credit Agreement. The applicable interest rate for SOFR loans is equal to Term SOFR plus a
margin of 10.0% per annum, and for ABR loans is equal to the ABR plus a margin of 9.0% per annum. The Credit Agreement provides for
a SOFR rate floor of 3.50% per annum. The Borrowers are required to pay a commitment fee of 1.00% per annum on undrawn amounts of
the Tranche B Loan Commitments and any Additional Tranche Loan Commitments. During the continuance of an event of default, a
default rate applies equal to the otherwise applicable rate plus 2.0% per annum.

The loans are subject to scheduled amortization, fees, and prepayment premiums. The Credit Agreement also contains a mandatory
prepayment provision, or "cash sweep," requiring a percentage of free cash flow, as defined in the Credit Agreement, to be applied to
principal reduction on a periodic basis.

As of June 30, 2026, the entire outstanding principal balance is classified as current as a result of the covenant matters described under
"Balance sheet classification" below. In periods in which covenant-related classification does not apply — including as of December 31,
2025 — the outstanding balance is classified between current and noncurrent liabilities based on scheduled amortization and
management's estimate of cash sweep prepayments expected to be applied during the following twelve months. That estimate relies on
management's internal cash flow forecast, which incorporates assumptions regarding future operating performance, capital expenditures,
and working capital needs that are inherently uncertain; actual amounts prepaid under the cash sweep may differ materially from the
amounts classified as current.

The obligations are guaranteed by certain Company subsidiaries and secured by first-priority liens on substantially all assets of the
Borrowers and guarantors, including pledges of equity interests, security interests in deposit and other collateral accounts (subject to
control agreements), and mortgages or deeds of trust on the project sites.

On April 1, 2026, in connection with the Briscoe Project Acquisition as discussed in Note 5, the Company caused the Existing Borrowers
and the Tranche C Borrower (collectively, the “Borrowers”) to enter into Consent and Amendment No. 1 to the Credit Agreement and
Amendment No. 1 to the Pledge Agreement (the “Amendment”, and the Credit Agreement, as amended by the Amendment, the “Amended
Credit Agreement”) with the Agent and the Lender. The Amendment became effective on April 1, 2026 (the “First Amendment Effective
Date”).

Under the Amended Credit Agreement: (i) Tranche A-1 and Tranche A-3 loan commitments finance the Dorothy 1A Project and the
Dorothy 2 Project, respectively; and (ii) Tranche B loan commitments finance the development and construction of the Kati Project.

Among other changes, the Amendment: (i) adds the Tranche C Borrower as a new borrower and guarantor; (ii) establishes Tranche C loan
commitments of $12.5 million to finance the Briscoe Project Acquisition and adjusts the Tranche B loan commitments to be changed from
$18.5 million to $6.0 million ; (iii) adds the Briscoe Project Company as a guarantor following the acquisition; and (iv) includes the
Briscoe Project as a new project under the Amended Credit Agreement.

The unamortized deferred financing costs of approximately $2.0 million associated with the $12.5 million reduction in the Tranche B Loan
Commitment were written off upon execution of the amendment and are reflected as loss on extinguishment of debt in the condensed
consolidated statements of operations for the three and six months ended June 30, 2026.

As of June  30, 2026, $6.0 million of the Tranche B commitment under the Credit Agreement remained undrawn and, by its terms,
available through October 31, 2026. During the second quarter of 2026, management concluded that the Company does not intend to draw
the remaining Tranche B commitment. See discussion in Note 2- Loan Commitment Assets for further details. Accordingly, the Company
wrote off the remaining $979 thousand loan commitment asset associated with the undrawn commitment, which is reflected in interest
expense for the three and six months ended June 30, 2026.

The Tranche C loans bear interest at a variable rate based on either ABR or Term SOFR, with margins of 8.0% per annum for SOFR loans
and 7.0% per annum for ABR loans. They are also subject to scheduled amortization and mandatory cash sweep prepayments. For the
three and six months ended June 30, 2026, interest expense in relation to Tranche C was approximately $534 thousand.
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Financial covenants

The Credit Agreement contains customary representations and warranties, affirmative and negative covenants, and events of default for
financings of this type. Events of default under the Credit Agreement include, among other things, non-payment of principal, interest or
fees, inaccuracy of representations and warranties, breach of covenants, cross-default to certain material indebtedness, bankruptcy and
insolvency, and change of control. Upon the occurrence and during the continuance of an event of default, the lenders may declare all
outstanding principal and accrued but unpaid interest under the Credit Agreement immediately due and payable and may exercise the other
rights and remedies provided under the Credit Agreement and related loan documents. Negative covenants in the Credit Agreement
include, among other things, restrictions on the Borrowers and guarantors with respect to incurring additional indebtedness, creating liens
on assets, selling assets or making fundamental changes, making restricted payments, entering into affiliate transactions, and using loan
proceeds for unauthorized purposes. The Credit Agreement also restricts investments, capital expenditures, and speculative transactions,
and requires that all deposit and securities accounts be subject to control agreements. Financial covenants require (i) a minimum trailing
Debt Service Coverage Ratio ("DSCR") of 1.60:1.00 and (ii) a minimum Forward Contracted DSCR measured with respect to the
applicable projects in the aggregate, of not less than 1.20:1.00. The Forward Contracted DSCR is a forward-looking measure that gives
credit only to revenues under executed customer contracts. Revenues that management expects to realize but that are not yet contracted,
including merchant revenues, are assumed to be zero for purposes of the calculation. A failure to satisfy the Forward Contracted DSCR
that remains unremedied for five days constitutes an event of default under the Credit Agreement, following which the lenders may declare
all outstanding principal and accrued interest immediately due and payable. The facility also includes customary mandatory prepayment
provisions.

The Credit Agreement permits the Borrowers to cure a financial covenant failure retroactively through a specified equity contribution — a
cash equity infusion received within ten business days following delivery of the quarterly compliance certificate, which is then included in
the applicable covenant calculations. The Borrowers may make no more than two specified equity contributions in any fiscal year and no
more than five over the term of the loans, and no borrowing may be requested or made during the period between a financial covenant
event of default and its cure.

Covenant holidays and waivers

On August 7, 2026, the Borrowers and the Administrative Agent, on behalf of the lenders, entered into a Limited Waiver, Consent, and
Amendment No. 3 to the Credit Agreement ("Amendment No. 3"). Amendment No. 3 amended the financial covenants in the Credit
Agreement to provide that neither the Debt Service Coverage Ratio nor the Forward Contracted DSCR was required to be tested for the
June 30, 2026 measurement date. The effectiveness of Amendment No. 3 was conditioned upon the prepayment in full of the Tranche A-1
and Tranche A-3 Loans described below, which occurred on August 10, 2026. Amendment No. 3 also waived certain administrative
matters, including the timing of delivery of the April 2026 monthly operating statement, the timing of funding of the maintenance reserve
account and the timing of termination of certain legacy bank accounts, and extended the deadline to satisfy certain real estate post-closing
obligations relating to the Briscoe Wind Farm to October 15, 2026. As a result of Amendment No. 3 and the prepayment, no default or
event of default has occurred or is continuing under the Amended Credit Agreement, and no cross-default or cross-acceleration provision
under the Company's other financing arrangements has been triggered.

As amended, the Credit Agreement requires (i) a Debt Service Coverage Ratio of not less than 1.60:1.00, measured quarterly with respect
to completed projects in the aggregate, excluding the Dorothy 1A and Dorothy 2 projects following the prepayment, with the Briscoe
project first subject to testing on the quarterly measurement date of September 30, 2026; and (ii) a Forward Contracted DSCR of not less
than 1.20:1.00, measured quarterly, from which the Briscoe project is excluded and, following the prepayment, the Dorothy 1A and
Dorothy 2 projects are also excluded. Notwithstanding the prepayment, the Dorothy 1A Borrower and the Dorothy 2 Borrower remain
parties to the Credit Agreement, and the pledges and security interests granted with respect to those borrowers will not be released until the
termination of the Credit Agreement.

Prepayment of Tranche A-1 and Tranche A-3 Loans

On August 10, 2026, subsequent to the balance sheet date, Soluna DVSL ComputeCo, LLC and Soluna DVSL II ComputeCo, LLC
prepaid in full the Tranche A-1 Loans and Tranche A-3 Loans, respectively, in the aggregate total prepayment amount of approximately
$19.1 million, inclusive of accrued and unpaid interest, the applicable prepayment premium of $3.9 million, $15.2 million of the
outstanding principal balance and all other amounts then due under the Amended Credit Agreement. Following the prepayment, the
Forward Contracted DSCR requirement no longer applies to
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these borrowers; the related pledges and security interests will not be released until the Debt Termination Date under the Amended Credit
Agreement.

Balance sheet classification

Because the Forward Contracted DSCR gives no credit to uncontracted revenues, the Company has concluded it is probable the Borrowers
will not satisfy the covenant at measurement dates within the twelve months following June 30, 2026 absent additional contracted
revenues or an amendment to the Amended Credit Agreement, and the Amendment No. 3 does not extend the Company's covenant relief
for more than one year from the balance sheet date. Accordingly, the Company classified the entire $27.5 million of gross principal
outstanding under the Amended Credit Agreement, net of related unamortized deferred financing costs and debt discount of $4.4 million,
within the current portion of debt in the condensed consolidated balance sheet as of June 30, 2026. This includes the Tranche A-1 and
Tranche A-3 Loans of $13.5 million, net of deferred financing costs, which were prepaid in full in August 2026 as described above. As of
December 31, 2025, $10.2 million of these borrowings were classified as noncurrent.

The reclassification is a matter of balance sheet presentation; it did not change the carrying amount of the borrowings and had no effect on
the condensed consolidated statements of operations for the three and six months ended June  30, 2026, and it does not reflect any
acceleration of the obligations, demand for repayment, or change in the contractual maturity or repayment terms of the loans. The Lender
has not accelerated the obligations and has granted covenant relief with respect to both the March 31, 2026 and June 30, 2026 test dates.
Management expects the remaining borrowings to be repaid in accordance with their contractual amortization, cash sweep, and maturity
provisions and does not consider acceleration to be probable; deferred financing costs and debt discount continue to be amortized to
interest expense over the contractual term of the borrowings using the interest method. The Company may enter into discussions with the
Lender regarding a potential amendment to the covenant; there can be no assurance that an amendment will be executed on acceptable
terms or at all. The borrowings would be reclassified as noncurrent in a future period upon execution of an amendment or a prospective
waiver extending more than one year beyond the applicable balance sheet date and a determination that compliance at measurement dates
within the succeeding twelve months is probable.

Private Placement

Pursuant to the Amended Credit Agreement, on April 1, 2026, the Company issued to Generate Strategic Credit Master Fund I-B, L.P., an
affiliate of the Lender and the Agent (the “Holder”), in a private placement (the “Private Placement”): (i) a pre-funded warrant (the “Pre-
Funded Warrant”) to purchase up to 700,000 shares of common stock; (ii) a common warrant to purchase up to 1,350,000 shares of
common stock (the “Common Warrant 1”); and (iii) a common warrant to purchase up to 650,000 shares of common stock (the “Common
Warrant 2” and, together with the Common Warrant 1, the “Common Warrants” and, collectively, the “Warrants”).

Pre-Funded Warrant

The Pre-Funded Warrant is exercisable immediately and expires on the five-year anniversary of the date of issuance. The Pre-Funded
Warrant is exercisable at an exercise price of $0.0001 per share of Common Stock. As of June 30, 2026, the Pre-Funded Warrant has been
fully exercised.

Common Warrants

The Common Warrant 1 and Common Warrant 2 are identical except with regard to their exercise price. The Common Warrant 1 has an
exercise price of $0.68 per share of Common Stock and the Common Warrant 2 has an exercise price of $0.75 per share of Common
Stock. The Common Warrants are exercisable upon issuance and expire on the five-year anniversary of their date of issuance.

The warrants were initially measured at fair value and are classified as equity instruments; they are not subject to subsequent
remeasurement. The Company performed a Black-Scholes valuation on April 1, 2026 of the Pre-Funded and Common Warrants generating
a fair value of approximately $1.6 million noting the below assumptions:
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April 01, 2026

Stock price $ 0.67 
Exercise price $0.0001- 0.75
Expected term in years 5.00 
Volatility 136 %
Risk-free interest rate 3.93 %

Green Cloud Note

(Dollars in thousands) Maturity Date Interest Rate
January 1, 2026-

June 30, 2026
January 1, 2025-

December 31, 2025
Term Loan and capitalized interest (excludes
debt issuance cost) June 20, 2027 9 % $ 7,803  $ 11,748 
Less: principal and capitalized interest
payments (1,628) (3,945)
Less: debt discount (49) (99)
Less: debt issuance costs (112) (231)

Total outstanding note 6,014  7,473 

(Less) Current note outstanding (6,014) (4,361)

Long-term note outstanding $ —  $ 3,112 

On June 20, 2024, pursuant to the terms and subject to the conditions of a Note Purchase Agreement (the “June SPA”) by and among (i)
CloudCo, (ii) Soluna Cloud, a Nevada corporation, indirect wholly owned subsidiary of the Company, and parent of CloudCo, (iii) the
Company and (iv) the accredited investor named therein (the “Investor” or "Green Cloud", and collectively the “Note Parties”), CloudCo
issued to the Investor a secured promissory note in a principal amount equal to $12.5 million (the “Green Cloud Note”). The Green Cloud
Note accrues interest at a rate 9% per annum, subject to adjustment upon an event of default. The Green Cloud Note matures on June 20,
2027. CloudCo’s obligations under the Green Cloud Note were secured by all or substantially all of CloudCo’s assets, including pursuant
to a security agreement executed and delivered by CloudCo in favor of the Investor (the “CloudCo Security Agreement”, and together with
the June SPA and the Green Cloud Note, the “CloudCo Agreements”).

For the three months ended June 30, 2026 and June 30, 2025, the Company incurred approximately $240 thousand and $354 thousand in
interest expense in relation to the Green Cloud Note, respectively, which includes interest paid on the note and amortization of deferred
financing costs. For the six months ended June 30, 2026 and June 30, 2025, the Company incurred approximately $498 thousand and $744
thousand in interest expense in relation to the Green Cloud Note, respectively, which includes interest paid on the note and amortization of
deferred financing costs.

June SPA Modification

On March 21, 2025, the Note Parties entered into a Modification Agreement (the “Modification Agreement”) to, among other things:

(i) provide for the deposit of 1,000,000 shares (the “Escrow Shares”) of the common stock into an escrow account
maintained by Northland Securities, Inc., pursuant to an escrow agreement (as further described below),

(ii) provide for the issuance to the Investor of penny warrants to purchase shares of the Company’s common stock. The
number of penny warrants (exercise price at $0.01) shall equal $1.25 million divided by the 5-day VWAP of the
Company’s common stock at time of issuance. The warrants will be issued at the time the Investor removes its lien on
the property of the Company. As of the date of these condensed financial statements, the lien has not yet been removed
and the warrants have not been issued,

(iii) amend the payment schedule of the Green Cloud Note to provide (a) for each of the six scheduled payments occurring
after the earlier of the effectiveness of a registration statement for the resale of the Escrow Shares and the Conversion
Shares (as defined below) or the date that the Escrow Shares and the
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Conversion Shares may be sold pursuant to Rule 144 under the Securities Act of 1933, as amended (the “Securities
Act”), without any information requirements, the amount of principal and interest payable on such date shall be reduced
by 50% (the aggregate amount of the six months of such reductions, the “Specified Amount”) and (b) if the aggregate
amount of payments on the Amended Green Cloud Note applied from the proceeds of the sale of the Escrow Shares on
or prior to the last six scheduled payments is less than the Specified Amount (such difference, the “Make Whole
Amount”), than the amount of each of the remaining scheduled payments shall be increased by an amount equal to the
Make Whole Amount divided by the number of remaining scheduled payments,

(iv) modify the Green Cloud Note such that the Green Cloud Note is now convertible into up to 2,500,000 shares of the
Company’s common stock based (“Conversion Shares”) on a conversion price of $5.00,

(v) amend the Green Cloud Note to provide that the Company will be a direct co-obligor with CloudCo under the Green
Cloud Note; and

(vi) amend the SPA to allow the Company to organize or incorporate any subsidiary, over which the Company shall have
voting or beneficial control, which is being formed with the intent to engage in a business or line of business
substantially similar to that of Soluna Cloud or the Company, without first paying all of the principal and interest due
under the Note and without first obtaining Investor’s prior written consent (collectively, the “June SPA Modification”).

The joint-and-several liability arrangement is between the Company and CloudCo. While no written agreement has been created to
establish the amount that each entity agrees to pay under the obligation, the nature of the relationship is such that the Company has taken a
significant role in the economics of the Green Cloud Note. The Company expects to make any necessary payments on behalf of CloudCo
in order to prevent default on the Green Cloud Note because the Investor has a lien on all property and assets of the Company in
connection with the Green Cloud Note. Based on quantitative analysis performed by the Company, it was determined that the terms of the
debt instrument before and after the June SPA Modification were not substantially different. Accordingly, the June SPA Modification was
accounted for as a debt modification.

Subsequently, the Company and the Investor mutually agreed that the 1,000,000 Escrow Shares would instead be issued directly to the
Investor and, on April  29, 2025, the Company issued 1,000,000 shares of common stock to the Investor. When the Investor sells the
1,000,000 shares in the open market (after either SEC registration effectiveness or pursuant to SEC Rule 144), the net cash proceeds from
the sale of shares will be applied to the outstanding principal balance of the note up to $4.00 per share, and any excess proceeds over $4.00
per share will be retained by the Investor. The Investor had until March 31, 2026 (the “Sales Period”) to sell the 1,000,000 shares to reduce
the outstanding principal balance, or would have to return the shares. Prior to March 31, 2026, the Company's Board of Directors approved
an extension of the Sales Period in order to renegotiate the application of the 1,000,000 shares. As of the date of these condensed financial
statements, no modification of the agreement has been made.

July 2024 Additional Secured Note

On July  12, 2024, the Company, CloudCo, Soluna Cloud, and the Investor entered into a First Amendment to the Note Purchase
Agreement (the “June SPA Amendment”). This amendment allows CloudCo to issue additional secured promissory notes totaling $1.25
million (the “Additional Notes”) to new accredited investors (the “Additional Investors”). These Additional Notes are subject to the same
terms and conditions as the June SPA financing.

On October 1, 2024, CloudCo, Soluna Cloud and the Company entered into assignment and assumption agreements (the “Assignment
Agreements”) with the Additional Investors with respect to an aggregate of $1.25 million of notes issued by CloudCo. Pursuant to the
Assignment Agreements, the Company will be able to purchase such notes for a purchase price of $750 thousand, or 60% of face value.
The assignment and assumption will be effective once all conditions of the agreement are met including fulfilling the purchase price. The
notes will be paid to the note holders from an escrow that is funded in installments from the 2024 SEPA (as defined below) funding. The
transfer is not effective until payment from the escrow is made. On March 14, 2025, the Company fulfilled the purchase obligations, and
assumed the Additional Notes through payment of $750 thousand through principal and 50% interest payments and use of 20% 2024
SEPA funds. The Company recorded a gain on extinguishment of the July 2024 Additional Secured Notes of approximately $551 thousand
for the six months ended June 30, 2025. For the six months ended June 30, 2025, the Company incurred approximately $33 thousand in
interest expense in relation to the July Additional Secured Note.
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Galaxy Loan

(Dollars in thousands) Maturity Date Interest Rate
January 1, 2026-

June 30, 2026

March 12, 2025 –
December 31,

2025

Term Loan March 12, 2030 15 % $ 4,625  $ 5,000 
Less: principal payments (387) (375)
Less: debt discount and issuance costs (278) (342)

Total outstanding note 3,960  4,283 
(Less) Current note outstanding (944) (784)

Long-term note outstanding $ 3,016  $ 3,499 

On March 12, 2025, Soluna SW LLC (the “SW Borrower”), a Delaware limited liability company and subsidiary of Soluna SW Holdings
LLC (“SW Holdings”, and together with the SW Borrower, the “SW Loan Parties”), a subsidiary of SDI, a Nevada corporation and wholly
owned subsidiary of Company, entered into a Loan Agreement (the “Galaxy Loan Agreement”) with SW Holdings and Galaxy Digital
LLC (the “Lender”).

The Galaxy Loan Agreement provides for a term loan facility in the principal amount of $5.0 million (the “Term Loan Facility”). The
Term Loan Facility bears interest at a rate of 15.0% per annum, subject to an increase of 5.0% (for a total of 20.0%) in the event an Event
of Default as defined within the Galaxy Loan Agreement has occurred and is continuing. The Term Loan Facility matures on March 12,
2030 and includes scheduled payments over a five-year term. For the three months ended June 30, 2026 and June 30, 2025, the Company
incurred approximately $197 thousand and $236 thousand in interest expense in relation to the Term Loan Facility, which includes interest
paid on the note and amortization of deferred financing costs. For the six months ended June 30, 2026 and June 30, 2025, the Company
incurred approximately $406 thousand and $277 thousand in interest expense in relation to the Term Loan Facility, which includes interest
paid on the note and amortization of deferred financing costs.

The SW Borrower may voluntarily prepay all or part of the Term Loan Facility at any time together with accrued and unpaid interest on
the principal amount to be prepaid up to the date of prepayment. The SW Borrower shall prepay all or part of the Term Loan Facility with
100% of the Net Cash Proceeds (as defined therein) received upon the occurrence of (i) an Asset Sale or Casualty Event (each as defined
therein), (ii) an Equity Issuance (as defined therein), (iii) an issuance or incurrence of Indebtedness (as defined therein), or (iv) an
Extraordinary Receipt (as defined therein), each subject to certain exceptions. In addition, certain principal payments are subject to the
payment of a premium amount equal to 50% of the remaining amount of interest payable on such principal amount through the scheduled
maturity date, if paid on or prior to the 30-month anniversary of the closing date, and 25% of the remaining amount of interest payable on
such principal amount through the scheduled maturity date, if paid after the 30-month anniversary of the closing date.

The Galaxy Loan Agreement includes certain restrictions (subject to certain exceptions outlined in the Galaxy Loan Agreement) on the
ability of the SW Loan Parties and their subsidiaries to undertake certain activities, including to incur indebtedness and liens, enter into
sale or lease-back transactions, merge or consolidate with other entities, dispose or transfer their assets, pay dividends or make
distributions, make investments, make Restricted Payments (as defined therein), enter into burdensome agreements or transact with
affiliates. In addition, the SW Loan Parties are subject to three financial covenants – a minimum debt service coverage ratio, a minimum
current ratio, and cash in customer deposit account must equal or be greater than related customer liabilities. As of the date of these
condensed consolidated financial statements, the Company is in compliance with all covenants in relation to the Galaxy Loan Agreement.

Yorkville Securities Purchase Agreement and Promissory Note

On April 15, 2026, the Company entered into a Securities Purchase Agreement (the “SPA”) with YA II PN, LTD. (the “Lender”), pursuant
to which the Company issued to the Lender a Promissory Note (the “Note”) payable to the Lender, providing for an unsecured loan in the
aggregate principal amount of up to $12.0 million (the “Principal Amount”). The outstanding Principal Amount will mature on May 15,
2027 (the “Maturity Date”) and bears interest at a rate per annum of 5%, based on a 365-day year, which interest rate shall increase to a
rate per annum of 18% upon the occurrence of an Event of Default (as defined in the Note) for so long as such event remains uncured.
Under the Note, the Company is required to
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make monthly payments (“Amortization Payments”) of $1.2 million per month, beginning sixty (60) days after closing until the Note is
repaid in full. Each Amortization Payment shall include a 5% premium of the principal amount of such payment. In connection with the
issuance, the Company incurred $625 thousand of deferred financing costs (legal fees) and issued warrants with an allocated fair value of
approximately $1.6 million. Both amounts were recorded as a direct reduction of the carrying amount of the Note.

The Company may, upon at least one Business Day’s prior written notice to the Lender, prepay the outstanding Principal Amount and an
additional 5% of such Principal Amount (solely in respect of a redemption in full), and any accrued and unpaid interest, at any time prior
to the Maturity Date. If the Company consummates a financing transaction, or series of financing transactions within a thirty (30) day
period, with aggregate gross proceeds in excess of $20.0 million (excluding any (i) transaction with the Lender or its affiliates, (ii) sales
under the At the Market Offering Agreement entered into between the Company and H.C. Wainwright & Co., LLC on April 29, 2025, (iii)
issuance under the Standby Equity Purchase Agreement entered into between the Company and the Lender on August 12, 2024 or the
Standby Equity Purchase Agreement entered into between the Company and the Lender on March 24, 2026, or (iv) exercises of options,
warrants, or convertible securities outstanding as of April 15, 2026), then, unless waived by the Lender, the Company shall be required to
redeem the Note in an amount equal to (a) 20% of the outstanding Principal Amount and (b) all accrued and unpaid interest on the Note.

During the period from May 20, 2026 through June 12, 2026, the Company redeemed the Note in full through three payments: (i) $9.6
million of principal (80% of the original balance) plus approximately $56 thousand of accrued interest on May 20, 2026; (ii) $1.2 million
of principal on June 9, 2026; and (iii) a final payment on June 12, 2026 of $1.2 million of principal, a $60 thousand redemption premium
(5% of the principal redeemed in full), and approximately $7 thousand of accrued interest. Each partial redemption was accounted for as a
partial extinguishment under ASC 470-50-40-2, under which a pro-rata portion of the then-unamortized deferred financing costs and
warrant discount was written off to loss on extinguishment of debt. The June 12, 2026 payment fully extinguished the Note; the carrying
value of the Note and all related debt discount was $0 as of that date.

The transaction resulted in total charges of approximately $2.4 million, consisting of interest expense of approximately $390 thousand
(cash interest of approximately $63 thousand, time-based amortization of deferred financing costs of approximately $92 thousand, and
time-based amortization of the warrant discount of approximately $235 thousand) and a loss on extinguishment of debt of approximately
$2.0 million (pro-rata write-off of deferred financing costs of approximately $600 thousand, pro-rata write-off of the warrant discount of
approximately $1.4 million, and the approximately $60 thousand redemption premium).

Private Placement

Pursuant to the SPA, the Company issued to the Lender in a private placement (the “Private Placement”) a common warrant (the
“Warrant”) to purchase up to 2,400,000 shares of common stock. The Warrant has an exercise price of $1.06 per share of common stock, is
exercisable upon issuance and expires on the twelve-month anniversary of its date of issuance. The Warrant was initially measured at fair
value and is classified as an equity instrument; it is not subject to subsequent remeasurement. The Company performed a Black-Scholes
valuation of the Warrant on April 15, 2026, generating a fair value of approximately $1.6 million noting the below assumptions:

April 15, 2026

Stock price $ 1.05 
Exercise price $ 1.06 
Expected term in years 1.00 
Volatility 179 %
Risk-free interest rate 3.70 %

The Lender fully exercised the Warrant in May 2026.
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Equipment Loan Agreement

On May 16, 2024, SDI SL Borrowing – 1, LLC, an affiliate of the Company (the “SDI Borrower”), entered into a loan agreement (the
“Equipment Loan Agreement” or the “Loan”) with Soluna2 SLC Fund II Project Holdco LLC (the “Lender”, and collectively, the
“Parties”). As further amended on February 28, 2025, the Equipment Loan Agreement provides for the Company to borrow, from time to
time, up to $4.0 million, to be used to purchase necessary equipment for the progression of Project Dorothy 2 and Project Kati. Any loans
made under the Equipment Loan Agreement have a maturity date of May 16, 2027 and will bear interest at a rate of 15% per annum. The
Equipment Loan Agreement includes customary covenants for loans of this nature including financial reporting, monthly updates, event
reporting, as well as conduct of business. In addition, the Equipment Loan Agreement contains a multiple on invested capital (“MOIC”)
provision, which requires the Company to pay, in addition to principal and interest, an amount equal to the difference of (i) the greater of
(a) the principal amount of the Loan being repaid plus all interest previously paid or simultaneously being paid to Lender in respect of
such principal of the Loan, and (b) the principal amount of the Loan being repaid multiplied by three, minus (ii) the sum of the principal
amount of the Loan being repaid plus all interest previously paid or simultaneously being paid to Lender in respect of such principal of the
Loan.

Land Purchase Loan

On October 1, 2025, Soluna2 Kati Project Holdco LLC ("Kati Lender") provided the SDI Borrower with a loan in the amount of $1.075
million under the Equipment Loan Agreement to fund the purchase of land in support of the Project Kati Phase 2 construction. Pursuant to
a letter agreement between SLC and the Company, the land purchase loan bears no interest and is subject to a 1.00x MOIC, together with a
right of first refusal granted to SLC. The interest free nature of the loan required the Company to record a discount for approximately $226
thousand at issuance. On June 10, 2026, the SDI Borrower repaid the loan in full of approximately $1.1 million. Due to the extinguishment
of debt, the Company recorded a loss on extinguishment of debt in relation to the acceleration of the discount being amortized of
approximately $132 thousand. For the three and six months ended June 30, 2026, approximately $26 thousand and $94 thousand had been
amortized and recorded within Interest Expense. No further obligations remain on the Equipment Loan Agreement as of June 30, 2026.

Unamortized debt issuance costs associated with the Equipment Loan Agreement were $58 thousand and $64 thousand within Prepaid
expenses and other current assets as of June  30, 2026 and December  31, 2025 and $0 and $25 thousand within Other assets on the
consolidated balance sheet as of June 30, 2026 and December 31, 2025. Approximately $14 thousand and $30 thousand in relation to the
debt issuance costs have been amortized and recorded within Interest Expense for the three and six months ended June 30, 2026.

11. Stockholders’ Equity

Preferred Stock

The Company had two series of preferred stock outstanding: the Series A Preferred Stock, par value $0.001 per share (the “Series A
Preferred Stock”), with a $25.00 liquidation preference; and the Series B Convertible Preferred Stock, par value $0.0001 per share (the
“Series B Preferred Stock”). As of June 30, 2026 and December 31, 2025, there were 4,920,045 and 4,928,545 shares of Series A Preferred
Stock issued and outstanding, and as of June 30, 2026 and December 31, 2025, there was 0 and 62,500 shares of Series B Preferred Stock
issued and outstanding.

Series A Preferred Stock

The Series A Preferred Stock is not convertible into or exchangeable into common stock of the Company, except upon the occurrence of a
delisting event or change of control. Per the Company’s Certificate of Designations, Preferences and Rights of 9.0% Series A Cumulative
Perpetual Preferred Stock (“Series A Certificate of Designations”), if there is an occurrence of delisting or change of control, the holders of
Series A Preferred Stock will have the right to convert the number of preferred A shares into a number of common shares by the lesser of
(a) the sum of the $25.00 liquidation preference per share of Series A Preferred Stock plus the amount of any accumulated and unpaid
dividends divided by the closing price of the common stock on ten consecutive trading days preceding a delisting event, or (b) the share
cap of 0.2817 shares of common stock per share of Series A Preferred Stock .
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Series B Preferred Stock

On July  19, 2022, the Company entered into a Securities Purchase Agreement (the “Series B SPA”) with an accredited investor (the
“Series B Investor”) pursuant to which the Company sold to the Series B Investor 62,500 shares of Series B Preferred Stock, for a
purchase price of $5,000,000. The shares of Series B Preferred Stock are initially convertible, subject to certain conditions, into 46,211
shares of common stock, at a price per share of $135.25 per share, a 20% premium to the closing price of the common stock on July 18,
2022, subject to adjustment as set forth in the Certificate of Designations of Preferences, Rights and Limitations for the Series B Preferred
Stock (“Series B Certificate of Designations”). On October  1, 2024, the Company agreed, as a condition of a waiver of the Series B
Investor’s right of first refusal and participation rights in connection with the SEPA, to reduce the conversion price to $5.00 upon
stockholder approval, which was obtained on November 15, 2024. The sale of common stock as a result of conversion of Series B
Preferred Stock and exercise of 140,000 warrants that the Series B Investor held was subject to a 12-month lockup, followed by a 12
month leak out where the holder may not sell shares during the lockup period and may sell up to 1/12th of total conversion and warrant
exercise shares per month during the leak out.

Effective on February  5, 2026, per the terms of the Series B Certificate of Designations and Lock-Up and Leak-Out Agreement, the
conversion price was adjusted to $0.96, and therefore can result in a conversion of 6,510,416 shares of common stock. It is noted that the
conversion of shares is in a leak out period of 12 months from February 6, 2026 to February 6, 2027 in which the holder may sell up to
1/12th of total conversion and warrant exercises during such leak out period. Through an acceleration agreement of the leak out period, as
of June  30, 2026, the 62,500 Series B shares had been converted to 6,510,416 shares of common stock. Effective June 23, 2026, the
Company filed a Certificate of Withdrawal of the Series B Preferred Stock with the Secretary of State of the State of Nevada and
terminated the designation of the Series B Preferred Stock. At the time of the filing of the Withdrawal of Designation, no shares of Series
B Preferred Stock were outstanding. The Withdrawal of Designation was effective upon filing and eliminated from the Company’s Articles
of Incorporation, as amended, all matters set forth in the previously-filed Certificate of Designation with respect to the previously
designated Series B Preferred Stock.

Common Stock

The Company has one class of common stock, par value $0.001 per share. Each share of the Company’s common stock is entitled to one
vote on all matters submitted to stockholders. As of June  30, 2026 and December  31, 2025, there were 225,821,479 and 102,531,089
shares of common stock outstanding, respectively.

Dividends

Pursuant to the Certificate of Designations, Preferences and Rights of 9.0% Series A Cumulative Perpetual Preferred Stock of the
Company, dividends, when, as and if declared by the Board (or a duly authorized committee of the Board), will be payable monthly in
arrears on the final day of each month, beginning August 31, 2021. The Board of Directors had not declared any Series A Preferred Stock
dividends beginning October 2022 through June  30, 2026, as such the Company has accumulated approximately $29.6 million of
dividends in arrears on the Series A Preferred Stock through December  31, 2025, and an additional $2.8 million and $5.5 million of
dividends in arrears for the three and six months ended June 30, 2026, for a total of approximately $35.1 million.

The Company’s Series B Preferred Stock included a 10% accruing dividend compounded daily for 12 months from the original issue date
of July 20, 2022, and annually thereafter, that may be paid in cash or stock at the Company’s option at the earlier of (i) the date the Series
B Preferred Stock is converted, or (ii) the Series B Dividend Termination Date.

Effective October 1, 2024, the dividend payment obligation has been modified to be annual. The amendment resulted in annual dividend
payments going forward. As a result of the amendment, the Company would be obligated to make annual dividend payments for the period
starting from July 2023 as per the Series B Preferred Consent and Waiver, however, the board of directors has not yet declared any
dividends for that period. As such, the Company has accumulated approximately $1.6 million dividends in arrears in relation to the Series
B Preferred Stock through December 31, 2025 and an additional $180 thousand for the three months ended March 31, 2026, for a total of
approximately $1.8 million as of March 31, 2026. On May 8, 2026, the board of directors declared and authorized payment of the dividend
in arrears and further accrued dividends for a total of approximately $2.1 million, which was fully paid by June 30, 2026. For the three and
six months ended June 30, 2026, $251 thousand and $431 thousand of the Series B dividends were included in the calculation of net loss
per share as discussed below. As the Series B Preferred Stock has been fully converted as of
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June 30, 2026, there are no further dividend payment obligations in relation to Series B Preferred Stock. See analysis of the Series B
Preferred Stock below:

(in thousands)
Balance January 1, 2026 (Cumulative dividends in arrears) $ 1,627 

Series B dividends (In arrears) (January 1, 2026 - March 31, 2026) 180 
Series B dividends (In arrears) (April 1, 2026 – June 30, 2026) prior to dividend declaration 251 
Total six months ended June 30, 2026 Series B dividend in arrears 431 

Total Series B dividend in arrears prior to declaration and payment 2,058 
Less: Series B dividend declaration and payments in the three months ended June 30, 2026 (2,058)

Balance June 30, 2026 $ - 

Standby Equity Purchase Agreement

On August  12, 2024, the Company entered into the Standby Equity Purchase Agreement (the "2024 SEPA") with YA II PN, LTD., a
Cayman Islands exempt limited company (“YA”). Pursuant to the terms of the 2024 SEPA, the Company agreed to issue and sell to YA,
from time to time, and YA agreed to purchase from the Company, up to $25 million of shares of the Company’s common stock (the “2024
SEPA Shares”). On November 12, 2024, the Company filed a registration statement on Form S-1 (File No. 333-282559) with the SEC for
the resale by YA of 3,000,000 2024 SEPA Shares, which was declared effective by the SEC on February 5, 2025. During the year ended
December 31, 2025, the Company had issued and sold 3.0 million shares of common stock to YA pursuant to the 2024 SEPA for aggregate
net proceeds to the Company of approximately $6.2 million. On April 15, 2026, the Company filed a registration statement on Form S-1
(File No. 333-295052) with the SEC for resale by YA of 26,512,815 shares of common stock to cover any of the remaining 2024 SEPA
Shares. For the three and six months ended June 30, 2026, 10,237,605 shares of common stock were issued to YA pursuant to the 2024
SEPA for aggregate net proceeds of approximately $18.9 million, exhausting the $25 million.

On March 24, 2026, the Company entered into a Standby Equity Purchase Agreement (the “2026 SEPA”) with YA. In accordance with the
terms of the 2026 SEPA, YA has agreed to purchase up to an aggregate of $250.0 million of shares of common stock (the “2026 SEPA
Shares”) from time to time subject to the limits and the conditions of the 2026 SEPA. Pursuant to the 2026 SEPA, we issued to YA a
commitment fee of $250 thousand through issuance of 335,976 shares of common stock (the “Commitment Shares”). The commitment fee
was recorded within Other financing expense on the condensed financial statements for the six months ended June 30, 2026. No shares
other than the Commitment Shares have been issued to YA in relation to the 2026 SEPA for the three and six months ended June 30, 2026.

ATM Agreement

On April 29, 2025, the Company entered into the At the Market Offering Agreement ("ATM Agreement" or "ATM”) with H.C. Wainwright
& Co., LLC ("Wainwright"), as sales agent, pursuant to which the Company may offer and sell, from time to time, through Wainwright, up
to $87.65 million of shares of common stock. The Company will pay Wainwright a commission of 3.0% of the aggregate gross proceeds
from each sale of shares and has agreed to provide Wainwright with customary indemnification and contribution rights. During the year
ended December 31, 2025, the Company sold 23,591,162 shares of common stock pursuant to the ATM Agreement for net proceeds of
$34.2 million, after deducting sales agent commissions and legal fees.

On March 9, 2026, the Company filed a shelf registration statement on Form S-3 (File No. 333-294152) with the U.S. Securities and
Exchange Commission (the “SEC”) which was declared effective by the SEC on March 30, 2026, and the accompanying base prospectus
included therein, as supplemented by the prospectus supplement, dated April 1, 2026, filed with the SEC. Based on this prospectus, the
Company may offer and sell shares of the Company’s common stock having an aggregate offering price up to $500 million from time to
time through Wainwright. During the three and six months ended June 30, 2026, the Company sold 74,174,213 shares of common stock
pursuant to the ATM Agreement for net proceeds of $113.5 million after deducting sales agent commissions and legal fees. Subsequent to
June  30, 2026 and through the date of the issuance of these condensed consolidated financial statements, the Company has issued
18,769,096 shares of common stock pursuant to the ATM Agreement for net proceeds of approximately $23.6 million.
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Reservation of Shares

The Company had reserved common shares for future issuance as follows as of June 30, 2026:

Stock options outstanding 2,565
Restricted stock units outstanding 2,414,339
Warrants outstanding 24,300,344

Number of common shares reserved 26,717,248

Loss per Share

The Company computes basic loss per common share by dividing net loss by the weighted average number of common shares outstanding
during the reporting period. Diluted loss per share reflects the potential dilution, if any, computed by dividing loss by the combination of
dilutive common share equivalents, comprised of shares issuable under outstanding investment rights, warrants and the Company’s share-
based compensation plans, and the weighted average number of common shares outstanding during the reporting period. Dilutive common
share equivalents include the dilutive effect of in-the-money stock options, which are calculated based on the average share price for each
period using the treasury stock method. Under the treasury stock method, the exercise price of a stock option and the amount of
compensation cost, if any, for future service that the Company has not yet recognized are assumed to be used to repurchase shares in the
current period.

The following table sets forth the reconciliation of the numerators and denominators of the basic and diluted per share computations for
operations for the three and six months ended June 30, 2026 and June 30, 2025:

(Dollars in thousands, except shares)
Three Months Ended

June 30,
Six Months Ended

June 30,

2026 2025 2026 2025

Numerator:
Net loss $ (22,624) $ (7,780) $ (40,526) $ (15,134)
(Less) Net income (loss) attributable to non-controlling
interest (1,915) (398) (2,351) (196)

Net loss attributable to Soluna Holdings, Inc. (20,709) (7,382) (38,175) (14,938)
Less: Preferred dividends or deemed dividends (251) —  (431) — 
Less: Cumulative Preferred Dividends in arrears (2,767) (2,956) (5,537) (5,908)
Balance $ (23,727) $ (10,338) $ (44,143) $ (20,846)
Denominator:
Basic and Diluted EPS:
Common shares outstanding, beginning of period,
including penny warrants and excluding restricted stock
awards not vested 84,888,789 9,621,175 83,988,996 8,106,814
Weighted average common shares issued during the period
including penny warrants issued and outstanding and
excluding restricted stock awards not vested as of quarter-
end 46,086,972 1,524,966 23,679,032 1,832,636

Denominator for basic and diluted earnings per common
shares — weighted average common shares 130,975,761 11,146,141 107,668,028 9,939,450

Basic and diluted loss per share $ (0.18) $ (0.93) $ (0.41) $ (2.10)

Because the Company reported a Net loss for both the three and six months ended June  30, 2026 and 2025, loss from continuing
operations serves as the "control number" in determining whether potential common shares are dilutive or
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antidilutive. As a result, all potentially dilutive securities were antidilutive in each period presented, and basic and diluted net loss per
share are the same. For the three and six months ended June 30, 2026, the following potentially dilutive securities were excluded from the
computation of diluted earnings per share because their effect would have been antidilutive: options to purchase 2,565 shares of the
Company’s common stock, 2,414,339 nonvested restricted stock units, 48,621,656 nonvested restricted stock awards, and 24,300,344
outstanding warrants (excluding penny warrants, which are included in the basic weighted-average share count due to their nominal
exercise price).

Not included in the computation of earnings per share, assuming dilution, for the three and six months ended June 30, 2025, were options
to purchase 2,645 shares of the Company’s common stock, 209,885 nonvested restricted stock units, 6,827,943 nonvested restricted stock
awards, and 2,347,135 outstanding warrants not exercised which excludes penny warrants that can be potentially exercised. These
potentially dilutive items were excluded because the calculation of incremental shares resulted in an anti-dilutive effect.

12. Commitments and Contingencies

Commitments:

Leases

The Company determines whether an arrangement is a lease at inception. The Company has operating and financing leases for certain
land, office facilities and certain equipment. The leases have remaining lease terms of approximately two years to twenty-two years. Our
lease agreements do not contain any material residual value guarantees or material restrictive covenants.

The Briscoe Project as discussed in Note 5 operates under multiple land lease agreements with third-party landowners for the turbine
installation sites (the “Site Leases”). The Site Leases were remeasured as of the Closing Date of April 1, 2026 in accordance with ASC
842. Right-of-use assets of $3.9 million and corresponding lease liabilities of $4.0 million were recognized, reflecting the present value of
remaining minimum lease payments discounted at the applicable rate as of the Closing Date. The weighted-average remaining lease term
as of the Closing Date is approximately 19.7 years.

Lease expense for these leases is recognized on a straight-line basis over the lease term. For the three and six months ended June 30, 2026
and June 30, 2025, total lease costs are comprised of the following:

(Dollars in thousands)
Three Months Ended

June 30,
Six Months Ended

June 30,

2026 2025 2026 2025

Operating lease cost $ 176  $ 18  $ 197  $ 37 

Short-term lease cost —  38  —  38 

Finance lease costs
  Amortization of right of use assets 21  —  43  — 
  Interest on lease liabilities 51  —  79  — 
    Total finance lease costs 72  —  122  — 

Total net lease cost $ 248  $ 56  $ 319  $ 75 

Short-term leases are leases having a term of twelve months or less. The Company recognizes short-term leases on a straight-line basis and
does not record a related asset or liability for such leases.
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Other information related to leases was as follows:

Six Months Ended
June 30, 2026

Weighted Average Remaining Lease Term (in years):
Operating leases 18.60
Financing leases 20.83

Weighted Average Discount Rate:
Operating leases 14.22 %
Financing leases 11.35 %

(Dollars in thousands)

Six Months
Ended

June 30, 2026

Six Months
Ended

June 30, 2025

Supplemental Cash Flows Information:
Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows from operating leases $ 203  $ 41 
Financing cash flows from financing leases $ 113  $ — 

Non-Cash Activity Right-of-use assets obtained or adjusted in exchange for lease obligations:
Operating leases $ —  $ — 
Financing leases $ (430) $ — 

Maturities of noncancellable operating and financing lease liabilities are as follows as of June 30, 2026:

(Dollars in thousands)
Operating leases Financing leases Total

2026 (remainder of year) $ 41  $ 113  $ 154 
2027 730  225  955 
2028 677  225  902 
2029 677  225  902 
2030 677  225  902 
Thereafter 9,779  3,656  13,435 

Total lease payments 12,581  4,669  17,250 
Less: imputed interest (8,197) (2,877) (11,074)

Total lease obligations 4,384  1,792  6,176 
Less: current obligations (108) (23) (131)

Long-term lease obligations $ 4,276  $ 1,769  $ 6,045 

As of June 30, 2026, there were no additional operating or financing lease commitments that had not yet commenced.

33



Table of contents

Soluna Holdings, Inc. Commitments:

As of June 30, 2026, the Company was contractually committed for approximately $8.2 million of capital expenditures, primarily related
to infrastructure builds, equipment procurement, and labor associated with the Company’s Project Kati datacenters, in addition to Briscoe
Wind Farm. These capital expenditures are expected to occur over the current year.

Contingencies:

Spring Lane Capital Contingency

The Company has a potential contingency associated with an agreement with SLC of up to $250 thousand which would be reduced by a
proportion of funding received from SLC up to the $45.0 million aggregate contribution cap. The Company considers the probability of a
payment for the contingency to be remote.

Legal

We are subject to legal proceedings, claims and liabilities which arise in the ordinary course of business. When applicable, we accrue for
losses associated with legal claims when such losses are probable and can be reasonably estimated. These accruals are adjusted as
additional information becomes available or circumstances change. Legal fees are charged to expense as they are incurred.

13. Related Party Transactions

HEL Transactions

As discussed in the Company’s 2023 Annual Report and all agreements included as exhibits and defined within the 2023 Annual Report,
on October 29, 2021, the Company completed the Soluna Callisto acquisition pursuant to the merger agreement (the “Merger
Agreement”). The purpose of the transaction was for SCI to acquire substantially all of the assets (other than those assets physically
located in Morocco) formerly held by Harmattan Energy, Ltd. (“HEL”), which assets consisted of SCI’s existing pipeline of certain
cryptocurrency mining projects that HEL previously transferred to SCI, which was formed expressly for this purpose, and to provide SCI
with the opportunity to directly employ or retain the services of four individuals whose services it had retained through HEL prior to the
merger. As a result of the merger, each share of common stock of Soluna Callisto issued and outstanding immediately prior to the effective
time of the merger, other than shares owned by the Company or any of our subsidiaries, was cancelled and converted into the right to
receive a proportionate share of the Merger Consideration.

In connection with the Soluna Callisto acquisition, effective as of October 29, 2021, upon and subject to the terms and conditions of the
Termination Agreement, on November 5, 2021: (1) the existing Operating and Management Agreements between HEL and SCI were
terminated in all respects; and (2)(A) SCI paid HEL $725 thousand, (B) SHI issued to HEL the Termination Shares, and (C) HEL and SHI
entered into an Amended and Restated Contingent Rights Agreement that, among other things, amended the existing Contingent Rights
Agreement by and between HEL and SHI, dated January 13, 2020, to provide SHI the right to invest directly in certain cryptocurrency
mining opportunities being pursued by HEL. SHI filed a registration statement with the SEC to register the resale of the Termination
Shares on February 14, 2022.

Due to conditions being met within the Merger Agreement in relation to energization and retention of employees, the Company has
advised SCI US Holdings LLC, a Delaware limited liability company, who is the sole Effective Time Holder (as defined in the Merger
Agreement) of the right to receive the Merger Shares and that 19,800 Merger Shares were issued on May 26, 2023, 39,600 Merger Shares
were issued on October 10, 2023, and 17,820 Merger Shares were issued on October 8, 2025. On February 6, 2026, the Company issued
an additional 10,692 Merger Shares, due to the 18 MW of energization being met. SCI US Holdings LLC has consented to the issuance of
such Merger Shares as required under the Merger Agreement and has directed the Company to issue such Merger Shares to its affiliate,
HEL. The remaining 30,888 Merger Shares were issued on June 24, 2026 with the energization of D2, and therefore closes out the 118,800
Merger Shares available for issuance, and no further Merger Shares remain available pursuant to the terms of the Merger Agreement as of
June 30, 2026.

Four of the Company’s directors have various affiliations with HEL. The Company notes that the only transaction with HEL for the year
ended December 31, 2025 and three and six months ended June 30, 2026 was in relation to the issuance of Merger Shares noted above.
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The Company owned approximately 1.79% of HEL, calculated on a converted fully diluted basis, as of June 30, 2026 and December 31,
2025. The Company’s equity investment of HEL was fully impaired in fiscal year 2024, as such the equity investment is valued at $0 for
both June 30, 2026 and December 31, 2025. The Company may enter into additional transactions with HEL in the future.

14. Stock-Based Compensation

The Company currently issues awards under the Soluna Holdings, Inc. Third Amended and Restated 2021 Stock Incentive Plan, as
amended (the “2021 Plan”), and the Soluna Holdings, Inc. Amended and Restated 2023 Stock Incentive Plan, as amended (the “2023
Plan”). There were no amendments to the 2021 Plan or the 2023 Plan during the three and six months ended June 30, 2026. For further
details regarding our stock-based compensation plans and the methods and assumptions used in the determination of the fair value of
stock-based awards, refer to our Annual Report on Form 10-K filed with the SEC on March 30, 2026.

During the three months ended June 30, 2026, the Company awarded the following under the 2021 Plan.

Award Type
Number of

Awards

Fair
Value/Closing
Market Price at

Grant

Restricted Stock Awards – Common Stock 8,471,834 $ 1.67 

During the three months ended June 30, 2026, the Company awarded the following under the 2023 Plan:

Award Type
Number of

Awards

Fair
Value/Closing
Market Price at

Grant

Restricted Stock Awards – Common Stock 12,039,001 $ 1.67 
Restricted Stock Units – Common Stock 35,000 $ 1.67 

12,074,001

During the six months ended June 30, 2026, the Company awarded the following under both the 2021 and 2023 Plan:

Award Type
Number of

Awards

Fair
Value/Closing
Market Price at

Grant Plan

Restricted Stock Awards – Common Stock 1,373,000 $ 1.17  2023 Plan
Restricted Stock Awards – Common Stock 12,039,001 $ 1.67  2023 Plan
Restricted Stock Awards – Common Stock 8,471,834 $ 1.67  2021 Plan
Restricted Stock Units – Common Stock 50,000 $ 1.17  2023 Plan
Restricted Stock Units – Common Stock 485,000 $ 0.87  2023 Plan
Restricted Stock Units – Common Stock 1,281,250 $ 0.75  2023 Plan
Restricted Stock Units – Common Stock 140,000 $ 0.71  2023 Plan
Restricted Stock Units – Common Stock 35,000 $ 1.67  2023 Plan

23,875,085
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12,888,557 of the restricted stock awards vest at separation from the Company, 1,373,000 of the restricted stock awards vest 33% on
December 1, 2026, 33% on December 1, 2027, and 34% on December 1, 2028. 7,622,278 of the restricted stock awards vest 33% on June
1, 2027, 33% on June 1, 2028, and 34% on June 1, 2029. 50,000 of the restricted stock units vest 25% on April 1, 2026 and the remaining
75% in equal quarterly installments over the next 24 months with the first quarterly vesting on June 20, 2026. 485,000 of the restricted
stock units vest 33% on January 1, 2027, 33% on January 1, 2028, and 34% on January 1, 2029. 1,281,250 of the restricted stock units vest
33% on March 9, 2027, 33% on March 9, 2028, and 34% on March 9, 2029. 140,000 of the restricted stock units vest 33% on March 24,
2027, 33% on March 24, 2028, and 34% on March 24, 2029. 35,000 of the restricted stock units vest 33% on June 1, 2027, 33% on June 1,
2028, and 34% on June 1, 2029.

During the three and six months ended June 30, 2025, the Company awarded the following under the 2021 Plan:

Award Type
Number of

Awards

Fair
Value/Closing
Market Price at

Grant

Restricted Stock Awards – Common Stock 2,140,683 $ 0.64 

Restricted Stock Units- Common Stock 32,000 $ 0.63 
2,172,683

1,201,312 of the restricted stock awards vest at separation from the Company, 939,371 of the restricted stock awards vest 33% on June 1
,2026, 33% on June 1, 2027 and 34% on June 1, 2028, and 32,000 of the restricted stock units vest 33% on June 3, 2026, 33% on June 3,
2027 and 34% on June 3, 2028.

During the three and six months ended June 30, 2025, there were no awards granted under the 2023 Plan.

Share-based compensation expense recognized in the Condensed Consolidated Statements of Operations is based on awards ultimately
expected to vest, therefore, awards are reduced for estimated forfeitures. The accounting standard requires forfeitures to be estimated at the
time of grant and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. The Company will recognize
the compensation expense on a straight-line basis over the service period for the entire awards. As of June 30, 2026 and December 31,
2025, the awards from the Plans are presented within the stockholders’ equity section of the Company’s condensed balance sheet.

Total share-based compensation expense, related to the Company’s share-based awards, recognized for the three and six months ended
June 30, was comprised as follows:

(Dollars in thousands)
Three Months Ended

June 30,
Six Months Ended

June 30,

2026 2025 2026 2025

Cost of cryptocurrency mining revenue, exclusive of
depreciation $ 14  $ 3  $ 35  $ 9 
Cost of data hosting revenue, exclusive of depreciation 105  38  197  69 
General and administrative expenses, exclusive of depreciation
and amortization 9,361  1,901  19,470  3,711 

Total share-based compensation expense $ 9,480  $ 1,942  $ 19,702  $ 3,789 

15. Effect of Recent Accounting Updates

Accounting Updates Effective for fiscal year 2026

Changes to U.S. GAAP are established by the Financial Accounting Standards Board (the “FASB”) in the form of accounting standard
updates (“ASUs”) to the FASB’s Accounting Standards Codification (“ASC”). The Company
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considered the applicability and impact of all ASUs. ASUs not mentioned below were assessed and determined to be either not applicable
or are expected to have minimal impact on our consolidated financial position or results of operations.

Debt with Conversion and Other Options

In November 2024, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2024-04, Debt - Debt with Conversion and
Other Options (Subtopic 470-20): Induced Conversions of Convertible Debt Instruments. ASU 2024-04 clarifies the requirements for
determining whether certain settlements of convertible debt instruments should be accounted for as an induced conversion to improve
relevance and consistency. The new standard is effective for the Company for its annual periods beginning after December 15, 2025 and
interim periods within those annual reporting periods, with early adoption permitted. The Company notes that the adoption of this
guidance did not have an impact on its condensed financial statements, and the Company will review any new debt agreements with
conversion options.

Measurement of Credit Losses for Accounts Receivable and Contract Assets

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. The amendments provide a practical expedient and, if applicable, an accounting policy election
to simplify the measurement of credit losses for certain receivables and contract assets. The amendments are effective for annual reporting
periods beginning after December 15, 2025, and interim reporting periods within those annual reporting periods. Early adoption is
permitted in any interim or annual period in which financial statements have not yet been issued or made available for issuance. The
Company has adopted this amendment and did not have an impact on its financial position, results of operations, or cash flows.

Accounting Updates Not Yet Effective

Improvements to Comprehensive Income- Expense Disaggregation

In November 2024, the FASB issued ASU 2024-03, Income Statement—Reporting Comprehensive Income—Expense Disaggregation
Disclosures (Subtopic 220-40) (“ASU 2024-03”). ASU 2024-03 requires, in the notes to the financial statements, disclosures of specified
information about certain costs and expenses specified in the updated guidance. ASU 2024-03 is effective for annual reporting periods
beginning after December 15, 2026, and interim reporting periods beginning after December 15, 2027. Early adoption is permitted. The
Company is evaluating the impact the updated guidance will have on its disclosures.

Determining the Accounting Acquirer in the Acquisition of a Variable Interest Entity

In May 2025, the FASB issued ASU 2025-03, Business Combinations (Topic 805) and Consolidation (Topic 810): Determining the
Accounting Acquirer in the Acquisition of a Variable Interest Entity. The amendments provide guidance on identifying the accounting
acquirer in transactions involving a variable interest entity. The amendments are effective for annual reporting periods beginning after
December 15, 2026, and interim reporting periods within those annual periods. Early adoption is permitted as of the beginning of an
interim or annual reporting period. The Company is currently evaluating the impact of this amendment and does not expect that the
adoption of this guidance will have a material impact on its financial position, results of operations, or cash flows.

16. Variable Interest Entities

Dorothy 2

On July 22, 2024 (the “Effective Date”), SHI closed financing for the Dorothy 2 project. This project involves Soluna Digital, Inc. (the
“Developer”) and Soluna DVSL II ComputeCo, LLC (“DVSL II”), a special purpose vehicle initially owned solely by the Developer. They
are collaborating on the development, design, procurement, and construction of a 48 MW data center (the “Project Dorothy 2”) in
Silverton, Texas. This facility is owned by DVSL II and operated by Soluna US Services, LLC, and may engage in cryptocurrency, batch
processing, and other non-crypto related activities. It is adjacent to two other company data center projects at the same site.

Project Dorothy 2 is financed by Soluna2 SLC Fund II Project Holdco LLC, an investment vehicle of SLC with a capital contribution of
up to $29.98 million, and the Developer, as the parent company of DVSL II, with an initial capital
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contribution of up to $4.6 million. As of the Effective Date, the Company and the Developer became co-owners of DVSL II. In exchange
for contributions to DVSL II, the Company and SLC were initially issued 42% and 58% of the Class B Membership Interests in DVSL II
respectively, and were admitted as Class B members of DVSL II. Further, DVSL II issued 100% of its Class A Membership Interests to
SDI. In relation to distributions, once ERCOT Achievement Date has been met ( date on which SLC and the Company have mutually
agreed upon the parameters for power trading or demand response program in the ERCOT market) until the Target Return Date (last day
of quarter in which the Class B members achieve an 18% internal rate of return), the Class A members will obtain 7.5% of the distributable
cash with the remaining 92.5% being distributed to the Class B members on a pro-rata basis. After the Target Return Date is met, 50% of
distributable cash will be allocated to the Class A members and 50% allocated to the Class B members in accordance with their
membership interests.

Project Dorothy 2 allows the Developer to invest in DVSL II, with the total ownership of the Developer and its affiliates capped at 49% of
the Class B Membership Interests. This investment can occur within 30 days after the Effective Date (treated equally to the initial
Investor), from day 31 to 180 days after the Effective Date (subject to a purchase price formula with a 20% discount rate), or after 180
days with the initial Investor’s approval.

On May 16, 2024, the Company secured $1.0 million in financing from SLC for equipment and machinery for Project Dorothy 2 through
an Equipment Loan Agreement (the “ELA”) between SDI SL Borrowing - 1, LLC (the “Borrower”) and SLC. On that date, SLC lent the
Borrower $720,000 to purchase medium voltage cables and low voltage switchboards. This debt was later assigned to DVSL II on the
Effective Date. Subsequently, the borrowing amount was paid in full by issuing SLC Class B Membership Interests in the Dorothy 2
project valued at three times the borrowing amount (i.e., $2.16 million).

On April 4, 2025, the Company transferred its Class B Membership to SLC, resulting in 0% Class B Membership Interests held by the
Company. SDI still retains 100% Class A Membership Interests in DVSL II as of June 30, 2026. The Company concluded that it is the
primary beneficiary of DVSL II and consolidates the entity.

The Company evaluated this legal entity under ASC 810, Consolidations and determined that this entity is a variable interest entity
("VIE"), as the equity holders as a group do not have the characteristics of a controlling financial interest. Even though SLC has all of the
Class B membership, the Company holds all the Class A membership, which gives it the ability to control the significant decisions made in
the ordinary course of business. The Company has the right to receive benefits that could potentially be significant to the VIE through its
Class A membership interest, as it is eligible to receive 50% of distributions upon SLC obtaining a specified internal rate of return. The
non-controlling shareholders do not hold substantive participating rights, voting rights or liquidation rights.

In September 2025, the Company agreed to terms of a debt facility with Generate under a Credit and Guaranty Agreement, as discussed in
Note 10. Several events occurred in connection with the debt facility, [1] the Company completed a restructuring of the subsidiaries that
comprise “Project Dorothy 1A” and “Project Dorothy 2” (herein referred to as the “Dorothy Restructuring”), [2] Soluna DVSL
ComputeCo LLC, Soluna DVSL II ComputeCo LLC, and Soluna KK I ComputeCo LLC entered into a First Priority Leasehold Deed of
Trust (the “Deed of Trust”) with Generate which provides Generate with the power of sale and right of entry and possession of the Trust
Property.

Following the Dorothy Restructuring, Project Dorothy 2 consists of Soluna DVSL II JVCo, LLC (“DVSL II JVCo”), which has Class A
units owned by the Developer and Class B units owned by SLC. DVSL II JVCo is then the sole parent of Soluna DVSL II HoldCo, LLC
(“DVSL II HoldCo”), which is the sole owner of DVSL II ComputeCo. The total ownership of Project Dorothy 2 remains such that the
Developer holds all Class A units and that SLC holds all Class B units.

The Company noted that [1] there is no substantive change to the ascending view of the organizational chart since the Company (through
the Developer and newly created DVSL II JVCo and DVSL II ComputeCo) beneficially own the Class A units (i.e., managing units) of
DVSL II and [2] there are no substantive kick-out rights that exist within Project Dorothy 2 that would cause the Developer to not have the
ability to direct the activities that most significantly impact the economic performance of DVSL II. In addition, the entity’s obligation to
absorb losses and right to receive benefits has not changed. As such, Soluna would continue to consolidate the entity since a change in
control has not occurred following the execution of Credit Agreement and Deed of Trust.
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The amount of the assets and liabilities (including intercompany and related party balances that are eliminated in consolidation) was as
follows for DVSL II JVCo:

(Dollars in thousands) June 30, 2026
December 31,

2025

Current assets:
Cash and restricted cash $ 5,995  $ 7,969 
Accounts receivable, trade 3,005  3,054 
Accounts receivable, intercompany 518  175 
Prepaid expenses and other current assets 74  77 
Other receivable, related party 790  2,580 

Total current assets 10,382  13,855 

Other assets, related party 4,036  4,036 
Operating lease right-of-use assets 70  74 
Property, plant and equipment, net 23,227  24,296 
Deposits on equipment 5  — 

Total assets $ 37,720  $ 42,261 

Current liabilities:
Accounts payable, trade $ 46  $ 8 
Accounts payable, related party 141  627 
Accrued liabilities 1,385  5,160 
Income tax payable 25  13 
Current portion of debt 9,570  2,574 
Other current liabilities 1,992  91 
Operating lease liability 8  8 

Total current liabilities 13,167  8,481 

Other liabilities 209  2,071 
Other liabilities-related party 854  854 
Long-term debt —  7,293 
Operating lease liability 62  66 

Total liabilities $ 14,292  $ 18,765 

Kati 1

On July 22, 2025 (the “Effective Date”), Soluna Digital, Inc. (“SDI”), a subsidiary of the Company, finalized a contribution agreement and
operating agreement for Project Kati, a 166 MW facility located in Willacy County, Texas, which is expected to be delivered in two phases
of 83 MW each. This project involves SDI as the Developer, Soluna KKSL JVCo LLC (the “KKSL JVCo”), a special purpose vehicle
initially owned solely by SDI, and Soluna2 Kati Project Holdco LLC (“Spring Lane”). This facility is owned by KKSL JVCo, and
operated by Soluna US Services, LLC, and may engage in cryptocurrency, batch processing, and other non-crypto related activities.

Currently, Project Kati 1 is financed by Soluna2 Kati Project Holdco LLC, an investment vehicle of SLC with a capital contribution cap of
up to $48.98 million. In exchange for contributions to KKSL JVCo, SDI was issued 100% of Class A Membership Units in KKSL JVCo,
and SLC was initially issued 100% of the Class B Membership Interests in KKSL JVCo and admitted as a Class B member of KKSL
JVCo. Further, SDI and SLC entered into a Developer Investment Side Letter that allowed SDI to invest into KKSL JVCo up to 49% of
ownership in the Class B Membership Interests through January 31, 2026. SDI had contributed to KKSL JVCo through the period, and as
of June 30, 2026, SDI holds 100% of the

39



Table of contents

Class A membership interests and 13% of the Class B membership interest in Project Kati 1, while SLC holds the remaining 87% of the
Class B membership interests.

In relation to distributions, until the Target Achievement Date (date at which Class B members achieve a 16% of IRR), (i) first, the
Distributable Cash received by the Company shall be distributed ninety-two and five tenths percent (92.5%) to the Class B Members on a
pro rata basis, and seven and five tenths percent (7.5%) to the Class A Member, until each of the Class B Members has received its Target
Return; (ii) second, after the Target Achievement Date, the portion of Distributable Cash received by the Company shall be distributed
fifty percent (50%) to the Class A Member (or its respective assigns), and fifty percent (50%) to the Class B Members (or their respective
assigns), pro rata in accordance with their Membership Interests.

The Company evaluated this legal entity under ASC 810, Consolidations and determined that this entity is a VIE, as the equity holders as a
group do not have the characteristics of a controlling financial interest. Even though SLC has all of the Class B membership, SDI holds all
the Class A membership, which gives it the ability to control the significant decisions made in the ordinary course of business. The
Company has the right to receive benefits that could potentially be significant to the VIE through its Class A membership interest, as it is
eligible to receive 50% of distributions upon SLC obtaining a specified internal rate of return. The non-controlling shareholders do not
hold substantive participating rights, voting rights or liquidation rights.

Included within other liabilities, related party is an intercompany loan with SDI of approximately $8.3 million, which is eliminated from
the Company's consolidated condensed financial statements. The amount of the assets and liabilities (including intercompany and related
party balances that are eliminated in consolidation) was as follows for KKSL JVCo:

(Dollars in thousands) June 30, 2026
December 31,

2025

Current assets:
Cash and restricted cash $ 3,461  $ 1,621 
Accounts receivable 754  — 
Due from intercompany 725  725 
Loan commitment assets —  3,018 
Prepaid expenses and other current assets 134  393 

Total current assets 5,074  5,757 

Other assets, related party 3,300  3,300 
Finance lease right-of-use assets 1,773  2,246 
Property, plant and equipment, net 31,735  15,918 
Deposits on equipment —  1,377 

Total assets $ 41,882  $ 28,598 

Current liabilities:
Accounts payable, trade $ 1,144  $ 2,236 
Accounts payable, related party 1,997  2,590 
Accrued liabilities 2,117  2,152 
Other current liabilities, related party 1,050  — 
Finance lease liability 23  20 
Total current liabilities 6,331  6,998 

Other liabilities- related party 9,665  1,373 
Finance lease liability 1,769  2,236 

Total liabilities $ 17,765  $ 10,607 
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Kati 2

On June 3, 2026, Soluna HPC KK II HoldCo, LLC (the "Soluna Member"), an indirect wholly owned subsidiary of the Company, entered
into the limited liability company agreement of Soluna MB KK II JVCo, LLC ("Kati 2 JVCo") with DC Kati Venture LLC (the
"Metrobloks Member"), an affiliate of Metrobloks, LLC. Kati 2 JVCo was formed on May 22, 2026 to acquire, own and develop, through
two wholly owned subsidiary land companies, a multi-phase data center campus in Willacy County, Texas, marketed as "Project Kati 2."
The campus is planned in two phases: a Phase I development of approximately 100 MW of critical IT load on property already owned by
Kati 2 JVCo, and a Phase II development of approximately 250 MW of critical IT load on property to be acquired under a purchase and
sale agreement assigned to Kati 2 JVCo’s Phase II land company at closing.

The Soluna Member holds 100% of the Class A Interests of Kati 2 JVCo and serves as its sole manager. The Metrobloks Member holds
100% of the Class B Interests, which are profits interests carrying no voting rights and an initial capital account of zero. Distributions are
made first to repay any default loans, second to return capital contributions to the members, third to provide the members a 14% internal
rate of return on their capital contributions, fourth in an amount equal to $100 thousand per megawatt of the project’s contracted
generating capacity to the Soluna Member, and thereafter 50% to each member.

As of the effective date, the Soluna Member’s funded capital contribution to Kati 2 JVCo was approximately $6.7 million, consisting of
the Phase I property contributed at its cost of $1.1 million, approximately $3.6 million of other pre-formation development costs and fees,
and $2.0 million of cash. The Soluna Member has committed to contribute an additional approximate $19.1 million to fund the acquisition
of the Phase II property and, subject to approval by the manager, up to an additional $2.0 million to fund operating expenses of Kati 2
JVCo as they become due. The Metrobloks Member made no capital contribution and, other than a reinvestment obligation that arises only
upon the transition to the vertical phase of the project, has no obligation to contribute capital. Kati 2 JVCo has no third-party debt
outstanding, and its activities have been financed entirely by capital contributions from the Soluna Member. Development of the campus is
expected to require substantial financing from third parties, which the joint venture agreement contemplates would be arranged in
connection with a future contribution of the project property to a development entity.

The Company concluded that Kati 2 JVCo is a VIE because its total equity investment at risk is not sufficient, by design, to permit it to
finance its activities without additional subordinated financial support. In reaching that conclusion, the Company considered that Kati 2
JVCo holds undeveloped land and capitalized development costs that do not generate revenue; that it cannot complete the acquisition of
the Phase II property without the Soluna Member’s unfunded capital commitment; and that the development of the campus is expected to
be financed through third-party arrangements that have not been obtained. The Company also determined that the Class B Interests are not
equity investment at risk, because they were issued for no capital contribution, carry an initial capital account of zero, do not participate in
losses and carry no deficit restoration obligation. The equity investment at risk therefore consists solely of the Class A Interests held by the
Soluna Member.

The Company concluded that it is the primary beneficiary of Kati 2 JVCo and consolidates the entity. The Soluna Member, as sole
manager and holder of all of the voting interests, has the exclusive authority to direct the activities that most significantly impact Kati 2
JVCo’s economic performance, including the acquisition and development of the project properties, the procurement of power, the
negotiation of customer contracts, the management of construction and operations, and all financing decisions. The rights held by the
Metrobloks Member — consultation rights with respect to the selection of investors and the terms of major debt financing in connection
with a future development-entity transaction, an approval right over agreements with affiliates of the Company that are both non-arm’s-
length and $500 thousand or more per annum, and a consent right over amendments to the distribution provisions that would affect it
disproportionately — are protective rights that do not convey the ability to direct the significant activities of Kati 2 JVCo. The Soluna
Member also has the obligation to absorb losses of, and the right to receive benefits from, Kati 2 JVCo that could potentially be
significant, through its capital contributions and its priority and residual participation in distributions.

The Soluna Member’s contribution of the Phase I property and related development costs, each of which the Company already controlled,
was accounted for as a transaction among entities under common control, and those assets were recorded at their historical carrying
amounts. The Company separately evaluated the simultaneous issuance of the Class B Interests to the Metrobloks Member, for which no
capital contribution was made, to determine whether the interests were granted in exchange for services and therefore within the scope of
ASC 718. Based on the terms of the joint venture agreement, the terms of the design services management agreement between the
Company and Metrobloks, LLC — under which the services within its scope are compensated solely in cash — and the contemporaneous
record of the negotiations, including the 50/50 ownership structure agreed at the term-sheet stage, the Company concluded that the Class B
Interests were issued in respect of the Metrobloks Member’s position as a venture partner and not as compensation for services.
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Accordingly, the non-controlling interest attributable to the Class B Interests was recorded at zero upon formation, and no share-based
payment cost was recognized. Income and loss will be attributed to the non-controlling interest in accordance with the profit allocation
provisions of the joint venture agreement; because the Class B Interests are profits interests with an initial capital account of zero, no
income is attributable to the non-controlling interest until the distribution thresholds described above have been satisfied.

The following table presents the amounts and classification of the assets and liabilities of Kati 2 JVCo (including intercompany and related
party balances that are eliminated in consolidation):

(Dollars in thousands) June 30, 2026

Current assets:
Cash $ 1,900 
Due from intercompany 362 
Prepaid expenses and other current assets 100 
Total current assets 2,362 

Property, plant and equipment, net 2,200 
Deposits on equipment 170 

Total assets $ 4,732 

Current liabilities:
Accounts payable, related party $ 1,325 

Total current liabilities 1,325 

Total liabilities $ 1,325 

The assets of Kati 2 JVCo may be used only to settle obligations of Kati 2 JVCo, and the creditors of Kati 2 JVCo have no recourse to the
general credit of the Company. The Company’s exposure to loss is limited to its funded capital contribution and the unfunded capital
commitments described above. The Company has not provided financial support to Kati 2 JVCo that it was not contractually required to
provide, and it is not otherwise obligated to provide such support.

The acquisition of the Phase II property had not closed as of June 30, 2026, and the related approximate $19.1 million capital contribution
had not been funded as of that date.

Dorothy 1A

Soluna DVSL JVCo, LLC (the "Dorothy 1A Project Company") owns a wind-powered data center campus in Silverton, Texas focused on
bitcoin hosting. Prior to April 15, 2026, Soluna Digital Inc., a wholly owned subsidiary of the Company (the "Purchaser"), held the Class
A Membership Interests in the Dorothy 1A Project Company and Soluna SLC Fund I Projects Holdco LLC (the "Seller"), an affiliate of
Spring Lane Capital, held 85.4% of the issued and outstanding Class B Membership Interests. The Company consolidated the Dorothy 1A
Project Company as its primary beneficiary under ASC 810, Consolidation, and reflected the Seller's Class B interest as a noncontrolling
interest on the Company's consolidated balance sheet.

On April  15, 2026, the Purchaser entered into a Membership Interests Purchase Agreement with the Seller, pursuant to which the
Purchaser acquired 85.4% of the issued and outstanding Class B Membership Interests in the Dorothy 1A Project Company for aggregate
consideration of $16.5 million. At closing, the Purchaser paid $6.0 million in cash to the Seller; an additional $10.5 million was paid as of
June 30, 2026.

Upon closing, the Purchaser owns 100% of the issued and outstanding membership interests of the Dorothy 1A Project Company. Because
the Company was already the primary beneficiary of the Dorothy 1A Project Company and consolidated it prior to this transaction, the
acquisition of the remaining noncontrolling interest was accounted for as an equity transaction. No gain or loss was recognized in the
consolidated statements of operations. The carrying amount of the
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noncontrolling interest was derecognized, and the difference between the consideration paid and the carrying value of the noncontrolling
interest was recorded as an adjustment to additional paid-in capital attributable to the Company.

Following the closing, the Dorothy 1A Project Company continues to be consolidated as a wholly owned indirect subsidiary of the
Company, and is no longer subject to VIE analysis.

Dorothy 1B

Soluna DV ComputeCo, LLC (the "Dorothy 1B Project Company") is focused primarily on proprietary bitcoin mining and data center
hosting. Prior to May 19, 2026, the Purchaser held 51% of the issued and outstanding membership interests in the Dorothy 1B Project
Company, and Navitas West Texas Investments SPV, LLC (the "Seller"), an affiliate of Navitas Advisors, LLC, held the remaining 49%.
The Company consolidated the Dorothy 1B Project Company as its primary beneficiary under ASC 810, Consolidation, and reflected the
Seller's 49% interest as a noncontrolling interest on the Company's consolidated balance sheet.

On May  19, 2026, the Purchaser entered into a Membership Interests Purchase Agreement (the "MIPA") with Navitas West Texas
Investments SPV, LLC (the "Seller") and Navitas Advisors, LLC, pursuant to which the Purchaser acquired 49% of the issued and
outstanding membership interests in the Dorothy 1B Project Company for aggregate cash consideration of approximately $8.8 million,
paid in full at closing. The closing of the acquisition occurred simultaneously with the execution of the MIPA on May 19, 2026.

Upon closing, the Purchaser owns 100% of the issued and outstanding membership interests in the Dorothy 1B Project Company. Because
the Company was already the primary beneficiary of the Dorothy 1B Project Company and consolidated it prior to this transaction, the
acquisition of the remaining noncontrolling interest was accounted for as an equity transaction. No gain or loss was recognized in the
consolidated statements of operations. The carrying amount of the noncontrolling interest was derecognized, and the difference between
the consideration paid and the carrying value of the noncontrolling interest was recorded as an adjustment to additional paid-in capital
attributable to the Company.

Following the closing, the Dorothy 1B Project Company continues to be consolidated as a wholly owned indirect subsidiary of the
Company and is no longer subject to VIE analysis.

17. Segment Information

The Company applies ASC 280, Segment Reporting, in determining its reportable segments. The Company has adopted ASU 2023-07,
Segment Reporting (Topic 280): Improvements to Reportable Segment Disclosures (ASU 2023-07), which requires disclosure of
incremental segment information on an annual and interim basis, primarily through enhanced disclosures of significant segment expenses.
Operating segments are aggregated into a reportable segment if the operating segments have similar quantitative economic characteristics
and if the operating segments are similar in the following qualitative characteristics: (i) nature of products and services; (ii) nature of
production processes; (iii) type or class of customer for their products and services; (iv) methods used to distribute the products or provide
services; and (v) if applicable, the nature of the regulatory environment. The Company’s reportable segments are identified based on the
types of service performed. The Company has four reportable segments: Cryptocurrency Mining, Data Center Hosting, Wind Energy
Generation which was created on April 1, 2026 in relation to the Briscoe acquisition discussed in Note 5, and High-Performance
Computing. In the third quarter of 2024, the Company initiated Soluna Cloud Services, a new business line to provide high performance
computing services to support generative AI workstreams but decided to exit active provision of these services during the first quarter of
2025 and will focus in the future on provision of colocation services at our datacenters to host customers in the AI generative space.

The guidance requires that segment disclosures present the measure(s) used by the Chief Operating Decision Maker (“CODM”) to decide
how to allocate resources and for purposes of assessing such segments’ performance. The Company’s CODM is composed of several
members of its senior leadership team directed by the CEO and CFO who use revenue and cost of revenues which formulate gross profit
(loss), as well as total general and administrative expenses of the reporting segments to assess the performance of the business of our
reportable operating segments and allocate resources. Operating profit (loss) is used to evaluate actual results against expectations, which
are based on comparable prior results, current budget, and current forecast. Non-cash items of depreciation and amortization are included
within both costs of sales and general and administrative expenses, however only depreciation through the Company’s site levels are
evaluated for segment performance.
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In the adoption of ASU 2023-07, the most significant provision was for the Company to disclose significant segment expenses (i.e.: costs
of revenue) that are regularly provided to the CODM. Utility costs, wages and benefit related costs, facility and equipment costs, and
depreciation costs at the site level were determined to be significant segment expenses. The CODM only reviews general and
administrative expenses by site level as a whole, and not by significant expenses. No operating segments have been aggregated to form the
reportable segments. The Company does not allocate all assets to the reporting segments as these are managed on an entity-wide basis.
Therefore, the Company does not separately disclose the total assets of its reportable operating segments.

The Cryptocurrency Mining segment generates revenue from the cryptocurrency the Company earns through its Bitcoin mining activities,
which is currently generated from Project Dorothy and Project Kati. The Data Center Hosting segment generated revenue from hosting
services provided to third-party Bitcoin mining customers at the Company’s data centers, which are currently generated from Project
Sophie, Project Dorothy, and Project Kati. The Wind Energy Generation segment which was created with the Briscoe acquisition, sells
power generated from owned wind turbines and also sells renewable energy credits. The High-Performance Computing Services segment
may generate revenue from either the sale or lease of HPC assets (such as Project Ada which leased GPUs), or from HPC/AI data centers
to be leased to third-party HPC/AI customers. This segment began generating revenue in December 2024, as Project Ada worked to build
its customer base. With the termination of the HPE Agreement, revenue was minimal for the six months ended June 30, 2025, and no
revenue was generated for the three and six months ended June 30, 2026.

The Company includes demand response revenue as a reconciling item of revenue and is not included within the four reportable segments.
The Company utilizes its data centers to deliver demand response services to grid operators or utilities. Under these arrangements with a
grid operator, the Company agrees to be available to ramp down a registered data center’s power consumption to a specific target level. In
exchange, the grid pays the Company a fee for this dispatch right, provided the Company can perform within certain parameters. The
Company can be providing any type of service at the data centers whether it be Cryptocurrency Mining, Data Center Hosting, or AI to
generate demand response service revenue.

The following table details revenue, cost of revenues, and other operating costs for the Company’s reportable segments for three months
ended June 30, 2026 and 2025, and reconciles to net loss on the consolidated statements of operations:

For the three months ended June 30, 2026

(Dollars in thousands)
Cryptocurrency

Mining
Data Center

Hosting
Wind Energy
Generation

High-
Performance
Computing

Services Total

Segment Revenue: Revenue from
external customers $ 1,720  $ 12,653  $ 366  $ —  $ 14,739 

Intersegment revenue (b) —  —  2,153  —  2,153 
Total revenue from reportable segments 1,720  12,653  2,519  —  16,892 
Briscoe Wind PPA elimination (b) (2,153)
Demand response service revenue (a) 321 

Total consolidated revenue $ 15,060 

(a) Demand response service revenue is included as a reconciling item of total revenue and not included as part of segment gross
profit or loss.

(b)    Intersegment eliminations primarily reflect the elimination of revenue recognized by Briscoe Wind Farm, LLC on electricity
sales that are delivered, through regulated cooperative intermediaries acting as pass-through agents, to the Company's Dorothy
data centers, and the corresponding elimination of the related power cost recognized by the data center operations, as these
transfers represent intra-entity transactions following the Company's acquisition of Briscoe on April 1, 2026.
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(Dollars in thousands)
Cryptocurrency

Mining
Data Center

Hosting
Wind Energy
Generation

High-
Performance
Computing

Services Total
Total revenue from reportable
segments $ 1,720  $ 12,653  $ 2,519  $ —  $ 16,892 
Less: Segment cost of revenue

Utility costs 1,042  7,236  —  —  8,278 
Wages, benefits, and employee
related costs 180  1,014  —  —  1,194 
Facilities and Equipment costs 130  912  1,889  —  2,931 
Cost of revenue- depreciation and
accretion expense 992  1,366  1,053  —  3,411 

Other cost of revenue* 76  572  364  —  1,012 

Total segment cost of revenue 2,420  11,100  3,306  —  16,826 
General and administrative
expenses 39  1,238  53  1,330 

Segment operating (loss) income $ (739) $ 315  $ (840) $ —  $ (1,264)

* Other cost of revenue includes insurance, outside service costs and margins, and general costs.

For the three months ended June 30, 2025

(Dollars in thousands)
Cryptocurrency

Mining
Data Center

Hosting

High-
Performance
Computing

Services Total
Segment Revenue: Revenue from external
customers $ 2,861  $ 3,136  $ —  $ 5,997 
Total revenue from reportable segments 2,861  3,136  —  5,997 
Demand response service revenue (a) 161 

Total consolidated revenue $ 6,158 

(a) Demand response service revenue is included as a reconciling item of total revenue and not included as part of segment gross
profit or loss.

(Dollars in thousands)
Cryptocurrency

Mining
Data Center

Hosting

High-
Performance
Computing

Services Total

Total revenue from reportable segments $ 2,861  3,136  $ —  $ 5,997 
Less: Segment cost of revenue

Utility costs 1,278  471  —  1,749 
Wages, benefits, and employee related costs 203  531  —  734 
Facilities and Equipment costs 250  521  —  771 
Cost of revenue- depreciation 1,074  512  —  1,586 
Other cost of revenue* 148  364  —  512 

Total segment cost of revenue 2,953  2,399  —  5,352 
General and administrative expenses 40  94  110  244 

Impairment on fixed assets —  12  —  12 

Segment operating (loss) income $ (132) $ 631  $ (110) $ 389 
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* Other cost of revenue includes insurance, outside service costs and margins, and general costs.

The following table presents the reconciliation of segment operating income to net loss before taxes:

(Dollars in thousands)
For the three months ended June

30,

2026 2025
Segment operating (loss) income $ (1,264) $ 389 

Reconciling Items:
Elimination of intercompany costs 379  382 
Other revenue (a) 321  161 
General and administrative, exclusive of depreciation and amortization (b) (13,909) (5,153)
General and administrative, depreciation and amortization (2,400) (2,403)
Impairment on intangibles (70) — 
Interest expense (3,167) (1,196)
Loss on debt extinguishment and revaluation, net (4,197) — 
Other financing expense (5) (255)
Loss on sale of fixed assets and deposits on equipment, net (585) (22)
Fair value adjustment gain 246  — 
Other income (loss), net 1,480  (291)

Loss before income taxes $ (23,171) $ (8,388)

(a) Demand response service revenue is included as a reconciling item of total revenue and not included as part of segment gross
profit or loss.

(b) The reconciling general and administrative expense, exclusive of depreciation and amortization represent corporate and
unallocated general and administrative expenses for the three months ended June 30, 2026 and 2025.
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The following table details revenue, cost of revenues, and other operating costs for the Company’s reportable segments for six months
ended June 30, 2026 and 2025, and reconciles to net income (loss) on the consolidated statements of operations:

For the six months ended June 30, 2026

(Dollars in thousands)
Cryptocurrency

Mining
Data Center

Hosting
Wind Energy
Generation

High-
Performance
Computing

Services Total

Segment Revenue: Revenue from
external customers $ 3,889  $ 19,341  $ 366  $ -  $ 23,596 

Intersegment revenue (b) -  -  2,153  -  2,153 
Total revenue from reportable
segments 3,889  19,341  2,519  -  25,749 
Briscoe Wind PPA elimination (b) (2,153)
Demand response service revenue
(a) 858 

Total consolidated revenue $ 24,454 

(a) Demand response service revenue is included as a reconciling item of total revenue and not included as part of segment gross
profit or loss.

(b)    Intersegment eliminations primarily reflect the elimination of revenue recognized by Briscoe Wind Farm, LLC on electricity
sales that are delivered, through regulated cooperative intermediaries acting as pass-through agents, to the Company's Dorothy
data centers, and the corresponding elimination of the related power cost recognized by the data center operations, as these
transfers represent intra-entity transactions following the Company's acquisition of Briscoe on April 1, 2026.

(Dollars in thousands)
Cryptocurrency

Mining
Data Center

Hosting
Wind Energy
Generation

High-
Performance
Computing

Services Total

Total revenue from reportable
segments $ 3,889  $ 19,341  $ 2,519  $ —  $ 25,749 
Less: Segment cost of revenue

Utility costs 2,173  9,028  —  —  11,201 
Wages, benefits, and employee
related costs 423  1,976  —  —  2,399 
Facilities and Equipment costs 352  1,591  1,889  —  3,832 
Cost of revenue- depreciation and
accretion expense 2,047  2,513  1,053  —  5,613 
Other cost of revenue* 197  1,080  364  —  1,641 

Total segment cost of revenue 5,192  16,188  3,306  —  24,686 
General and administrative
expenses 83  1,935  333  —  2,351 

Segment operating income (loss) $ (1,386) $ 1,218  $ (1,120) $ —  $ (1,288)

* Other cost of revenue includes insurance, outside service costs and margins, and general costs.
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For the six months ended June 30, 2025

(Dollars in thousands)
Cryptocurrency

Mining
Data Center

Hosting

High- Performance
Computing

Services Total

Segment Revenue: Revenue from external
customers $ 5,860  $ 5,538  $ 28  $ 11,426 
Total revenue from reportable segments 5,860  5,538  28  11,426 
Demand response service revenue (a) 668 

Total consolidated revenue $ 12,094 

(a) Demand response service revenue is included as a reconciling item of total revenue and not included as part of segment gross
profit or loss.

(Dollars in thousands)
Cryptocurrency

Mining
Data Center

Hosting

High-
Performance
Computing

Services Total

Total revenue from reportable segments $ 5,860  $ 5,538  $ 28  $ 11,426 
Less: Segment cost of revenue

Utility costs 2,690  861  —  3,551 
Wages, benefits, and employee related costs 421  1,001  7  1,429 
Facilities and Equipment costs 457  886  —  1,343 
Cost of revenue- depreciation 2,147  913  —  3,060 

Other cost of revenue* 288  508  —  796 

Total segment cost of revenue 6,003  4,169  7  10,179 
General and administrative expenses 55  175  269  499 
Impairment on fixed assets —  12  —  12 

Segment operating income (loss) $ (198) $ 1,182  $ (248) $ 736 

* Other cost of revenue includes insurance, outside service costs and margins, and general costs.
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The following table presents the reconciliation of segment operating income (loss) to net income (loss) before taxes:

(Dollars in thousands) For the six months ended June 30,

2026 2025

Segment operating (loss) income $ (1,288) $ 736 

Reconciling Items:
Elimination of intercompany costs 760  446 
Other revenue (a) 858  668 
General and administrative, exclusive of depreciation and amortization (b) (29,028) (10,845)
General and administrative, depreciation and amortization (4,801) (4,807)
Impairment on intangibles (70) — 
Interest expense (4,648) (2,034)
(Loss) gain on debt extinguishment and revaluation, net (4,197) 551 
Loss on sale of fixed assets and deposits on equipment (553) (22)
Fair value adjustment gain (loss) 246  (118)
Other financing expense (569) (456)

Other income (expense), net 1,593  (286)

Loss before income taxes $ (41,697) $ (16,167)

(a) Demand response service revenue is included as a reconciling item of total revenue and not included as part of segment gross
profit or loss.

(b) The reconciling general and administrative expense, exclusive of depreciation and amortization represent corporate and
unallocated general and administrative expenses for the six months ended June 30, 2026 and 2025.

Concentrations

During the three months ended June  30, 2026 and June  30, 2025, aside from the Bitcoin Mining revenue generated as a result of the
Company’s participation in a mining pool, the demand response program, and the Wind Energy Generation revenue from the Briscoe
acquisition, each of four customers contributed more than 10% of the Company’s total consolidated revenue constituting approximately
67% for the three months ended June  30, 2026, and each of three customers contributed more than 10% of the Company’s total
consolidated revenue constituting approximately 40% of the Company’s total consolidated revenue for the three months ended June 30,
2025.

For the three and six months ended June 30, 2026 and 2025, the majority of the Company’s cryptocurrency mining revenue was generated
from Project Dorothy 1B (data center located in Silverton, Texas), with minimal activity for the three and six months ended June 30, 2026
at Project Kati 1.

For the three months ended June 30, 2026 and June 30, 2025, approximately 22% and 53% of the Company’s data center hosting revenue
was generated from Project Dorothy 1A, 19% and 40% from Project Sophie, 38% and 7% from Project Dorothy 2, 3% and 0% from
Project Dorothy 1B, and 18% and 0% from Project Kati 1, respectively.

During the six months ended June  30, 2026 and June  30, 2025, aside from the Bitcoin Mining revenue generated as a result of the
Company’s participation in a mining pool, the demand response program, and the Wind Energy Generation revenue from the Briscoe
acquisition, each of four customers contributed more than 10% of the Company’s total consolidated revenue constituting approximately
63% for the six months ended June 30, 2026, and each of three customers contributed more than 10% of the Company’s total consolidated
revenue constituting approximately 37% of the Company’s total consolidated revenue for the six months ended June 30, 2025.
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For the six months ended June 30, 2026 and June 30, 2025, approximately 25% and 55% of the Company’s data center hosting revenue
was generated from Project Dorothy 1A, 19% and 41% from Project Sophie, 41% and 4% from Project Dorothy 2, 2% and 0% from
Project Dorothy 1B, and 13% and 0% from Project Kati 1, respectively.

18. Subsequent Events

Subsequent to June 30, 2026 and through the date of issuance of these condensed consolidated financial statements, the Company has
issued 18,769,096 shares of common stock pursuant to the ATM Agreement for net proceeds of approximately $23.6 million. See Note 11.

On August 7, 2026, the Borrowers entered into the Amendment No. 3, under which the DSCR and the Forward Contracted DSCR were not
required to be calculated for the June 30, 2026 measurement date, conditioned upon the prepayment in full of the Tranche A-1 and Tranche
A-3 Loans. Amendment No. 3 became effective upon satisfaction of the conditions set forth within the agreement, including but not
limited to the occurrence of prepayment of the Tranche A-1 Loan and the Tranche A-3 Loan. On August 10, 2026, Soluna DVSL
ComputeCo, LLC and Soluna DVSL II ComputeCo, LLC prepaid in full the Tranche A-1 Loans and Tranche A-3 Loans, respectively, for
an aggregate prepayment amount of approximately $19.1 million, inclusive of accrued and unpaid interest, a prepayment premium of
approximately $3.9 million, $15.2 million of the outstanding principal balance and all other amounts then due under the Amended Credit
Agreement. See Note 10.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Unless the context requires otherwise in these condensed consolidated financial statements, the terms “SHI,” “Soluna,” the “Company,”
“we,” “us,” and “our” refer to Soluna Holdings, Inc. together with its consolidated subsidiaries, “SDI” refers to Soluna Digital, Inc.,
“Soluna Cloud” or “Cloud” refer to Soluna Cloud, Inc., “SEI” refers to Soluna Energy, Inc., and "Soluna Wind" refers to Soluna Wind
Holding, Inc. Other trademarks, trade names, and service marks used in this Quarterly Report on Form 10-Q are the property of their
respective owners.

The following discussion of our financial condition and results of operations should be read in conjunction with the Condensed
Consolidated Financial Statements and the related notes thereto included in Item 1 of Part I of this Quarterly Report on Form 10-Q and
the audited Consolidated Financial Statements and the related notes thereto and Management’s Discussion and Analysis of Financial
Condition and Results of Operations for the year ended December 31, 2025 contained in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2025, as filed with the Securities and Exchange Commission (the “SEC”) on March 30, 2026 (the “Annual
Report”).

In addition to historical information, the following discussion contains forward-looking statements, which involve risk and uncertainties.
Our actual results could differ materially from those anticipated in the forward-looking statements. Important factors that could cause
actual results to differ include those set forth in Part I Item 1A-Risk Factors in our Annual Report and elsewhere in this Quarterly Report
on Form 10-Q. Readers should not place undue reliance on our forward-looking statements. These forward-looking statements speak only
as of the date on which the statements were made and are not guarantees of future performance. Except as may be required by applicable
law, we do not undertake or intend to update any forward-looking statements after the date of this Quarterly Report on Form 10-Q. Please
see “Statement Concerning Forward-Looking Statements” below.

Overview and Recent Developments

Our mission is to make renewable energy a global superpower by using computing as a catalyst.

We develop, own, and operate digital infrastructure for energy-intensive computing applications by colocating data centers with renewable
energy power plants. We refer to this model as Renewable Computing™.

Renewable Computing™ is designed to address two converging market conditions: increasing curtailment of renewable energy generation
and growing demand for power-intensive computing applications, including artificial intelligence (“AI”), high-performance computing
(“HPC”), and Bitcoin mining. By locating our data centers near renewable generation assets, we seek to convert underutilized energy into
economically productive computing capacity.

We utilize two distinct data center designs to serve different computing markets. For our Bitcoin mining and hosting business, we deploy a
data center design optimized for flexible, large-scale digital asset operations. For AI and HPC workloads, we are developing an AI-ready
data center design intended to support higher-density compute environments and customer requirements associated with advanced
computing infrastructure.

Our facilities are managed by MaestroOS™ (“MaestroOS”), our proprietary software platform, which analyzes factors such as local power
pricing, weather conditions, grid demand, and market signals to optimize operating performance and power consumption across our
operating assets.

Our business model is intended to enhance the monetization of renewable generation assets while supporting scalable digital infrastructure
growth. We work with renewable energy developers and power partners to access low-cost or otherwise constrained energy resources. Our
data centers operate on a behind-the-meter basis, enabling them to draw electricity directly from the co-located renewable power plant and
from the grid through the plant’s existing interconnection and substation infrastructure. By accessing both sources of power, our facilities
are able to meet their energy needs while maintaining operating flexibility. In certain markets, our facilities also participate in demand
response programs that support grid reliability.

A key element of our strategy is the colocation of data centers directly with renewable generation assets. By building behind the meter at
renewable generation sites, we are able to access both on-site generation and existing grid interconnection infrastructure, which we believe
can improve power economics and accelerate development timelines.
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With a repeatable development approach and an expanding pipeline of projects, we are seeking to scale a differentiated digital
infrastructure platform that supports renewable power utilization, flexible computing capacity, and long-term value creation.

We operate across multiple business lines and currently generate, or plan to generate, revenue from five primary sources:

• Bitcoin / Data Center Hosting Business – We provide hosting and colocation services to third-party Bitcoin mining customers at
our data centers.

• Bitcoin Mining Business – We mine Bitcoin through proprietary operations and joint ventures at our data centers.

• HPC Business – Through Soluna HPC, Inc., we are developing AI-ready data center leasing and hosting capabilities for AI and
HPC workloads, beginning with Project Kati 2 (100-350MW CIT), and Project Dorothy 3 (150-300MW CIT).

• Demand Response Business – We leverage our data center infrastructure to provide demand response services to grid operators
and utilities.

• Wind Energy Generation Business - As of April 1, 2026, with the acquisition of the wind farm in Briscoe and Floyd Counties,
Texas (the "Briscoe Wind Farm"), we sell power generated from owned wind turbines and also sell renewable energy credits.

Revenue Sources

Bitcoin / Data Center Hosting Business

We provide colocation and hosting services to third-party Bitcoin mining customers at our data centers. Customers typically contract for
capacity based on their power requirements. Our customer base includes several large-scale Bitcoin mining operators. Contracts generally
range from 12 to 24 months in duration.

We offer three primary commercial structures:

• Fixed-Fee Model – Customers pay a fixed fee based on energy consumed.

• Profit-Share Model – Customers pay a share of the profits from their mining activity, with power costs generally passed through.

• Fixed-Fee Service Agreement Model – Customers pay a fixed fee for managed Bitcoin mining capacity and hashrate over the
term of the service agreement.

For the three months ended June 30, 2026 and 2025, our Bitcoin / Data Center Hosting Business accounted for approximately 84% and
51% of total revenue, respectively. Revenue in this business has been concentrated among a limited number of customers. For the three
months ended June 30, 2026, four customers accounted for 80% of hosting revenue and 67% of total revenue.

For the six months ended June 30, 2026 and 2025, our Bitcoin / Data Center Hosting Business accounted for approximately 79% and 46%
of total revenue, respectively. Revenue in this business has been concentrated among a limited number of customers. For the six months
ended June 30, 2026, four customers accounted for 79% of hosting revenue and 63% of total revenue.

As of June 30, 2026, five of our projects provide Bitcoin hosting services for a total MW capacity of approximately 168 MW.

Bitcoin Mining Business

We engage in proprietary Bitcoin mining, a process that validates transactions and secures the Bitcoin blockchain. This process uses
specialized computing equipment to solve complex cryptographic algorithms. Miners compete to solve these
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algorithms, and the first to do so is awarded a predetermined number of newly issued Bitcoins (the “Block Reward”), together with the
transaction fees associated with that block.

We participate in one or more mining pools, which are collaborative networks of miners that combine computing power to improve the
probability of earning rewards. Block Rewards earned by the pool are distributed among participants based on each participant’s
proportional contribution. We believe this model reduces revenue volatility as compared to operating on a solo mining basis.

Mining operations are energy-intensive and require significant computational resources. We operate data centers using both proprietary
and third-party hardware and software. MaestroOS is used to optimize performance, manage power consumption, and improve operating
efficiency.

Revenue from Bitcoin mining consists of Block Rewards and transaction fees and is recognized upon receipt in accordance with
applicable accounting guidance. Upon receipt, digital assets are promptly converted into U.S. dollars through the Coinbase cryptocurrency
exchange.

Mining profitability is affected by several factors, including the market price of Bitcoin, global network hash rate, mining difficulty,
electricity and infrastructure costs, and mining pool fees. In addition, Bitcoin undergoes a periodic halving event, approximately every
four years, that reduces the Block Reward and may adversely affect future revenue. The next Bitcoin halving event is expected in April
2028. For the three months ended June 30, 2026 and 2025, our Bitcoin Mining Business represented approximately 11% and 46% of total
revenue, respectively. For the six months ended June 30, 2026 and 2025, our Bitcoin Mining Business represented approximately 16% and
48% of total revenue, respectively.

As of June 30, 2026, two of our projects provide Bitcoin self-mining for a total MW capacity of approximately 24 MWs.

Wind Energy Generation Business

With the acquisition of Briscoe in April 2026, we have added a new revenue stream: Wind Energy Generation. Briscoe derives its revenue
from the sale of power and renewable energy credits ("RECs"). Briscoe sells power to the wholesale market at its nodal settlement point
and is recorded as the underlying energy is generated. Commencing in 2023, Briscoe sold an increasing portion of its power through a PPA
with GSEC. At times, Briscoe may be subject to negative pricing at its nodal settlement point when selling electricity within the wholesale
market due to severe congestion on the transmission lines within the ERCOT West Hub region. Within Wind Energy Generation revenue
for the Company are three forms of revenue:

• Merchant revenue- sale of power/ wholesale energy to third party

• PPA revenue- sale of energy under the PPA. Sales to the Company's Dorothy entities are eliminated in consolidation.

• REC revenue- renewable energy credits for each megawatt of hour of energy delivered

For the three months ended June 30, 2026 and 2025, our Wind Energy Generation Business represented approximately 2% and 0% of total
revenue, respectively. For the six months ended June 30, 2026 and 2025, our Wind Energy Generation Business represented approximately
1% and 0% of total revenue, respectively. We note that Briscoe Wind has gross revenue of approximately $2.5 million from its three forms
of revenue noted above, for the three and six months ended June 30, 2026, however since approximately $2.2 million of PPA revenue is
used at the Company's Dorothy sites, the PPA revenue are eliminated on the condensed consolidated financial statements, which also
decreases the cost of revenue for proprietary mining and data center hosting.

High Performance Computing Business

We conduct our HPC business through Soluna HPC, Inc., which focuses on data center leasing and hosting solutions for AI and other HPC
workloads. Our initial target customers are hyperscale cloud providers and emerging AI-focused cloud providers, referred to as Neocloud
providers, with enterprise customers expected over time.

Unlike our Bitcoin mining and hosting operations, which use our MDC design, our HPC business is based on an AI-ready data center
design intended to support higher-density compute environments and the power, cooling, redundancy, and network requirements of AI and
HPC customers. We refocused our HPC strategy on the development of dedicated data
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center infrastructure for third-party leasing and hosting following the March 2025 termination of our agreement with Hewlett Packard
Enterprise Company, which had supported our earlier GPU-as-a-Service offering.

*Project Kati 2.* Our first planned large-scale HPC development is Project Kati 2 in Willacy County, Texas, engineered for more than 350
MW of CIT capacity and developed through our joint venture with Metrobloks. See Note 16 — Variable Interest Entities. We expect
Project Kati 2 to serve as the initial platform for Soluna HPC, Inc.'s leasing and hosting business. During the three months ended June 30,
2026, we selected and began onboarding a general contractor to lead the design-build process; advanced detailed design documentation to
approximately 50% completion; executed a letter of intent with a prospective tenant and commenced commercial lease negotiations; and
executed letters of intent with electrical equipment suppliers to secure long-lead procurement. We can give no assurance that we will enter
into a definitive lease with this or any prospective tenant, or as to the terms of any such lease.

*Project Dorothy 3.* We are also advancing Project Dorothy 3, planned for more than 300 MW CIT of AI and HPC capacity at a new land
site in North Texas. Environmental due diligence, survey work, and fiber studies are in progress, and schematic design and master
planning have commenced. We are coordinating with the interconnecting utility regarding expanded load at the campus, including the
option to potentially convert existing Bitcoin load to AI and HPC use. Additional projects in our development pipeline remain in various
stages of evaluation, engineering, and development. These activities include site and feasibility studies, power and land procurement,
engineering and design work, customer engagement, and evaluation of potential financing and partnership structures.

*Power position.* Our acquisition of the Briscoe Wind Farm and the consolidation of our ownership interests in the Project Dorothy 1
campus during 2026 are intended to increase our control over the power resources supporting these developments, which we believe
shortens the time required to deliver energized capacity to AI and HPC customers.

*Capital and organization.* Developing AI-ready capacity at scale requires capital substantially in excess of the amounts required for our
existing Bitcoin operations. We have engaged an investment bank to assist with capital formation for Project Kati 2 and continue to
evaluate project-level equity, debt, and partnership structures. In July 2026, we appointed a Chief Development Officer to lead the growth
of our AI and HPC business.

Demand Response Business

We provide demand response services to grid operators and utilities by using our data centers as dispatchable energy resources. In certain
markets in which we operate, our data centers participate in ancillary services and other demand response programs that support grid
reliability.

Under these programs, we commit to reduce a facility’s power consumption to a predetermined level when called upon by the grid
operator. In return, we receive compensation for maintaining this dispatch capability, provided we satisfy applicable performance
requirements. These requirements typically include minimum uptime and availability thresholds during a measurement period, which is
often monthly.

For the three months ended June  30, 2026 and 2025, our Demand Response Business represented approximately 2% and 3% of total
revenue, respectively. For the six months ended June 30, 2026 and 2025, our Demand Response Business represented approximately 4%
and 6% of total revenue, respectively.

Operations and Project Pipeline

As of June  30, 2026, we operate approximately 192 MW of capacity across three active sites located in Murray, Kentucky, Silverton,
Texas, and Willacy County, Texas. An additional 14 MW is under construction at our Kati 1 project site and 100+ MW is in development
at our Kati 2 project site, and as of June 30, 2026, we had over 1.6 GW of facilities in advanced development status. In total, our project
pipeline includes approximately 6.3 gigawatts (GW) of renewable energy-powered data center developments.
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A summary of our operations and project pipeline by location, are as follows (as of June 30, 2026):

Project Name Location MW Status Line of Business Power Source

Sophie Murray, KY 25 Operating Bitcoin Hosting Grid / Hydro

Dorothy 1A Silverton, TX 25 Operating Bitcoin Hosting Wind

Dorothy 1B Silverton, TX 25 Operating
Bitcoin Mining/ Bitcoin
Hosting Wind

Dorothy 2 Silverton, TX 48 Operating Bitcoin Hosting Wind

Kati 1 Willacy County, TX 83 Operating/ In Construction Bitcoin Hosting Wind

Kati 2 Willacy County, TX 350 Development AI Wind

Dorothy 3 Silverton, TX 300 Development AI Wind

Rosa Snyder, TX 242 Development Bitcoin Hosting / AI or HPC Wind

Hedy Cameron County, TX 198 Development AI Wind

Ellen Cameron County, TX 145 Development AI Wind

Annie Lamar, TX 74 Development Bitcoin Hosting / AI or HPC Solar

Fei Childress County, TX 240 Development AI Solar

Gladys Nueces County, TX 150 Development Bitcoin Hosting / AI or HPC Wind

We manage our data center operations using MaestroOS. MaestroOS continuously monitors and analyzes a variety of real-time signals,
including local electricity prices, weather conditions, Bitcoin market metrics, and grid demand signals, to optimize facility performance. In
addition, MaestroOS is used to coordinate and execute our participation in demand response programs.

We finance the development and construction of our data centers through a combination of public equity offerings, debt instruments, and
partnerships with project-level capital providers. As of June 30, 2026, we had five primary project-level financing partners:

• Spring Lane Capital (“SLC”) – A private venture capital firm with approximately $450 million in assets under management,
focused on sustainability-oriented infrastructure. On May 3, 2022, SLC committed $35 million to finance Soluna’s Project
Dorothy 1A (“D1A”). On July 22, 2024, SLC committed an additional $30 million to support the development of Soluna's Project
Dorothy 2 ("D2"). On July 22, 2025, SLC committed an initial $20.0 million for the first phase of the construction on Project Kati
1, subject to customary conditions, which the contribution cap was $48.98 million. On April 15, 2026, the Company acquired
SLC's membership interest in D1A and currently owns 100% of the issued and outstanding membership interests of D1A. SLC
retains its membership interests in D2 and Project Kati 1.

• Navitas West Texas Investments SPV, LLC (“Navitas”) – an investment vehicle organized by Navitas Global, a private equity
firm focused on sustainable Bitcoin mining. On May 9, 2023, we entered into a strategic
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partnership with Navitas to support mining operations at Project Dorothy 1B (“D1B”). On May 19, 2026, we acquired Navitas's
equity interest in D1B, giving us 100% equity ownership of D1B.

• Galaxy Digital, LLC (“Galaxy”) – a financial services and investment management innovator in the digital asset and blockchain
technology sectors. On March 12, 2025, our subsidiaries entered into a five-year term loan facility in the principal amount of $5.0
million.

• Generate Capital (“Generate”) – a leading infrastructure investment firm. On September 12, 2025, we entered into a $100.0
million credit facility with Generate, in which we have a $35.5 million commitment and can additionally commit up to $64.5
million, if needed . As of June 30, 2026, we have drawn approximately $29.5 million to fund refinancing and construction of
active data center projects and the Briscoe wind acquisition.

• YA II PN, LTD ("Yorkville" or "YA") - an investment vehicle affiliated with Yorkville Advisors Global, LP. We have Standby
Equity Purchase Agreements (SEPAs), where the company can sell shares to YA over time in exchange for cash, giving the
Company flexible access to capital without a traditional underwritten offering. In addition, on April  15, 2026, the Company
entered into a Securities Purchase Agreement (the “SPA”) YA, pursuant to which the Company issued to YA a Promissory Note
payable to YA, providing for an unsecured loan in the aggregate principal amount of up to $12.0 million, which was fully paid by
June 30, 2026.

Project Dorothy

During 2023, we transitioned our flagship data center Project Dorothy from construction to operations. This data center is co-located with
Briscoe Wind Farm, a 150 MW wind power generation facility in Briscoe and Floyd Counties, Texas, adjacent to the Dorothy campus in
Silverton, Texas. The project comprises three phases: D1A (25 MW), and D1B (25 MW), and D2 (48 MW).

Project Dorothy is registered in one of the ERCOT’s Demand Response Services (“DRS”) programs. This designation positioned Project
Dorothy as a contributor to grid flexibility and resilience in the Texas power market, while also enabling us to diversify our revenue
streams.

Under the DRS program, we commit to maintaining a specified level of curtailment capacity—measured as load reduction availability—
on a monthly basis. When called upon by ERCOT, we are required to reduce the facility’s power consumption by the committed amount.
In exchange, we receive compensation for maintaining this curtailment readiness, regardless of whether an actual dispatch occurs.

Participation in the program allows us to generate incremental revenue and offset power costs at Project Dorothy, enhancing its cost-
efficiency. As a result, the facility ranks among the lowest-cost operators in the sector.

Project Dorothy 1A

D1A is focused on Bitcoin Hosting for some of the industry’s hyperscale miners. As of June 30, 2026, D1A has completed all customer
deployments and executed fleet upgrades across multiple hosting partners, driving measurable hashrate growth throughout the period.

D1A was constructed in partnership with SLC. On April 15, 2026, we acquired SLC's equity interest in D1A for $16.5 million and now
own 100% of the issued and outstanding membership interests of D1A. The transaction gives us complete equity ownership of D1A, and
will allow for the beginning of changing the business plan of our Dorothy projects to support AI workloads.

Project Dorothy 1B

D1B is primarily focused on proprietary Bitcoin Mining. D1B was co-owned with Navitas. In 2025, fleet consolidation and reinvestment
at D1B resulted in the deployment of 1,000 upgraded S19 XP miners. In March 2026, we started 3.3 MWs of Bitcoin Hosting at D1B, in
addition to the Bitcoin Mining at this project, and as of June 30, 2026 we have 7 MWs of Bitcoin Hosting and 18 MWs of proprietary
Mining at D1B. On May 19, 2026, we acquired Navitas's equity interest in D1B for approximately $8.8 million. We now own 100% of the
issued and outstanding membership interests in D1B.
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Project Dorothy 2

D2 is a 48 MW expansion of the Company’s Dorothy campus, which construction and commissioning were completed in 2025. D2 is fully
contracted with a mix of new and existing customers, including Blockware, Compass Mining, and a large-scale mining partner, and
generates revenue through Bitcoin hosting and participation in demand response programs. D2 features a superior financial waterfall
structure and enhanced management and development fees for Soluna compared to D1A, allowing us to benefit from improved income.

Project Dorothy 3

Project Dorothy 3 is our next planned renewable-powered AI computing campus, advancing on 300 new acres adjacent to D1 and D2 in
North Texas. Built on a foundation of vertically integrated wind generation and behind-the-meter infrastructure, Project Dorothy 3 is
designed to support high-performance computing and generative AI workloads at scale.

Project Grace

Project Grace is a 2 MW AI pilot project located at Project Dorothy 2. The Company is collaborating at Project Grace with Siemens, a
leading technology company in electrification, automation and digitalization, to develop solutions addressing power demand fluctuations
associated with AI workloads. In March 2026, we began technical simulations with Siemens to confirm that the selected technology
solution meets ERCOT grid stability and low-voltage ride-through requirements for AI load integration. Project Grace will now be
integrated into the Dorothy 3 AI campus plan and the Siemens collaboration will also transition.

Project Sophie

Project Sophie is a 25 MW data center, based in Murray, Kentucky connected to the grid (“Sophie”). The project has a Power Purchase
Agreement (“PPA”) that requires the curtailment of the site during certain hours of the day to help balance the Kentucky grid. We own
100% of the facility, which was completed in 2021.

Sophie is focused on Bitcoin Hosting of multiple large customers. The data center generates revenue via a combination of fixed services
fees and profit share, while energy cost is passed through. During 2025, Sophie completed three consecutive expansion agreements with
long-standing hyperscale mining customers, reflecting sustained demand and high satisfaction with our hosting customers.

Project Kati 1

Project Kati 1 is the first phase of the Company’s data center campus under development in Willacy County, Texas, co-located with a
272.6 MW wind farm. Project Kati 1 comprises 83 MW dedicated to Bitcoin hosting. On July 22, 2025, the Company finalized a
contribution agreement with SLC for the initial 35 MW of capacity, and construction began on September 18, 2025. Initial energization
began in the first quarter of 2026 and Project Kati 1 commenced operations in February 2026. As of April 1, 2026, 48 MW of construction
was complete, all of which is contracted to Galaxy Digital Qualified Opportunity Zone Business, LLC. As of June 30, 2026, 69 MWs of
the site had been constructed; the remaining 14 MWs is expected to be completed in August 2026. Project Kati 1 mainly performs Bitcoin
Hosting, with approximately 6 MWs as of June 30, 2026 performing proprietary mining at the site.

Project Kati 2

Project Kati 2 is the second phase of development at the Company's Kati site in Willacy County, Texas, and is focused on supporting AI
and high-performance computing workloads. The project is being advanced through a joint venture with Metrobloks to develop an initial
phase of 112 MW+ CIT (and upwards of 350 MW CIT) of AI and HPC capacity, with the potential to expand to a larger multi-hundred-
megawatt deployment. The parties signed a definitive joint venture agreement, replacing a prior non-binding memorandum of
understanding. The campus is designed to leverage behind-the-meter integration with renewable energy and support customers requiring
large-scale, high-density compute infrastructure with accelerated time to power.

Discussions began in December 2025 with potential customers for the data center campus. In March and April of 2026, those discussions
continued with several additional potential customers. The final stages of the design RFP were completed in April 2026 and design work
has begun. Since then, the Company has selected its architectural and engineering firms and onboarded a general contractor, with detailed
design now approximately 50% complete. In June 2026, the Company also signed a letter of intent, that includes exclusivity, with a
potential tenant and is in formal commercial and lease
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negotiations. In parallel, long-lead equipment procurement activity has advanced, with LOIs signed with key electrical equipment
providers.

Project Rosa

We have signed a term sheet for power for Project Rosa, a new data center in Snyder, Texas, co-located with a 242 MW wind farm. Rosa is
expected to be up to 242 MW of data center capacity for AI and high performance computing. We have signed term sheets for land
purchase agreements in connection with this project.

Project Hedy

We have signed a term sheet for power for Project Hedy, a new 198 MW data center co-located with a 198 MW wind farm in South Texas.
The wind farm is owned by a new power partner–a multinational conglomerate that focuses on developing and managing sustainable
infrastructure solutions, with a strong emphasis on renewable energy, water management, and services, aiming to contribute to a low-
carbon economy and a better planet. We are negotiating Power Purchase Agreements with the power partner for this project.

Project Ellen

We have signed a term sheet for power for Project Ellen, a new 145 MW data center co-located with a 145 MW wind farm in South Texas.
The wind farm is owned by a new power partner—a leader in renewable energy and sustainable infrastructure both in the U.S. and
internationally. Project Ellen will be developed in phases, leveraging wind energy to drive sustainable computing at scale. Power Purchase
Agreements are being drafted with the power partner.

Project Annie

We have signed a term sheet for power for Project Annie, a new 74 MW data center which will be co-located with a 114 MW solar farm in
Northeast Texas. The solar farm is owned by a new power partner–a leader in renewable energy and sustainable infrastructure both in the
U.S. and internationally. Power Purchase Agreements are being drafted with the power partner.

Project Fei

We have signed a term sheet for power for Project Fei, a 240 MW data center in development which will be co-located with a 240 MW
utility-scale solar farm, Soluna’s second solar-based project to date. Being developed in partnership with a global leader in energy
infrastructure investment, Project Fei will convert underutilized solar energy into clean, high-performance computing power. The project is
currently advancing through land acquisition, power contract negotiation, and ERCOT interconnection planning. Power Purchase
Agreements are being drafted with the power partner.

Project Gladys

We have signed a term sheet for power for Project Gladys, a 150 MW facility in development which will be co-located with a 226 MW
wind farm and developed in partnership with a prominent U.S.-based independent power producer managing over $40 billion in assets and
more than 80 energy facilities nationwide. The project is currently advancing through land acquisition, power contract negotiation, and
ERCOT interconnection planning.

Our Growth Strategy

In 2026, we are focused on advancing the following key initiatives:

• Grow Pipeline: Expand Soluna’s Renewable Computing(™) pipeline by advancing projects in our 6.3 GW+ power pipeline to
shovel-ready status and securing behind-the-meter access to curtailed energy resources. Enable scalable capacity with accelerated
speed to power.

• Develop AI: Advance Project Kati 2 with Metrobloks to shovel-ready and tenant-ready, in addition to advancing Project Dorothy
3 to shovel-ready and tenant-ready. Build a pipeline of AI-ready campuses designed for rapid deployment from the 6.3GW+
pipeline through joint ventures.
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• Optimize Projects: Energize Project Kati 1. Enhance profitability across operating data centers through higher uptime,
operational efficiency, and disciplined cost management, thereby strengthening long-term asset value and improving overall
customer satisfaction.

• Capital Formation: Executing a disciplined capital strategy to fund pipeline growth, AI data center development, and
construction. Leveraging project-level financing and strategic capital partnerships to scale data center development while
maintaining balance sheet flexibility.

Recent Developments

Briscoe Wind Farm Acquisition

On April 1, 2026, Soluna DV Wind SponsorCo, LLC (the “Tranche C Borrower”), a wholly owned indirect subsidiary of the Company,
entered into a Membership Interest Purchase Agreement (the “Briscoe MIPA”) with Briscoe Wind Project Holdings I, LLC, JPM Capital
Corporation, and Morgan Stanley Wind LLC (collectively, the “Briscoe Sellers”), pursuant to which the Tranche C Borrower acquired
100% of the issued and outstanding equity interests in Briscoe Wind Farm, LLC, a Delaware limited liability company (the “Briscoe
Project Company”), from the Briscoe Sellers. The Briscoe Project Company owns an approximately 150 MW nameplate capacity wind
generation project located in Briscoe and Floyd Counties, Texas, adjacent to the Company's Dorothy campus in Silverton (the “Briscoe
Project”). The closing of the acquisition (the “Briscoe Project Acquisition”) occurred simultaneously with the execution of the Briscoe
MIPA on April 1, 2026. The aggregate closing payment under the Briscoe MIPA was approximately $53.0 million.

With this acquisition, Soluna achieves full vertical integration for Project Dorothy, owning both the renewable energy source and the data
center infrastructure it powers.

Credit and Guaranty Agreement and Consent and Amendment No. 1

On September 12, 2025, the Company caused its subsidiaries Soluna DVSL ComputeCo, LLC , Soluna DVSL II ComputeCo, LLC , and
Soluna KK I ComputeCo, LLC (collectively, the “Existing Borrowers”) to enter into a Credit and Guaranty Agreement (the “Credit
Agreement”) with Generate Lending, LLC, as administrative agent and collateral agent (the “Agent”), and Generate Strategic Credit
Master Fund I-A, L.P. (the “Lender”). The Credit Agreement provides for senior secured term loan commitments in an aggregate principal
amount of up to $35.5 million, comprised of (i) Tranche A-1 ($5.5 million), (ii) Tranche A-3 ($11.5 million), and (iii) Tranche B ($18.5
million). In addition, the Credit Agreement permits the Existing Borrowers to request one or more Additional Tranche Loan Commitments
(as defined in the Credit Agreement), in the aggregate amount of up to $64.5 million, subject to the approval of the Lender and the Agent,
for project-level financing of eligible projects.

Also on April 1, 2026, in connection with the Briscoe Project Acquisition, the Company caused the Existing Borrowers and the Tranche C
Borrower (collectively, the “Borrowers”) to enter into Consent and Amendment No. 1 to the Credit Agreement and Amendment No. 1 to
the Pledge Agreement (the “Amendment”, and the Credit Agreement, as amended by the Amendment, the “Amended Credit Agreement”)
with the Agent and the Lender. The Amendment became effective on April 1, 2026 (the “First Amendment Effective Date”).

Under the Amended Credit Agreement: (i) Tranche A-1 and Tranche A-3 loan commitments finance the Dorothy 1A Project and the
Dorothy 2 Project, respectively; and (ii) Tranche B loan commitments finance the development and construction of the Kati Project.

Among other changes, the Amendment added the Tranche C Borrower and the Briscoe Project Company as borrower and guarantor,
established $12.5 million of Tranche C commitments to finance the Briscoe Project Acquisition, and added the Briscoe Project as a project
under the Amended Credit Agreement. See Note 10 for further details.

Pursuant to the Amended Credit Agreement, the Company issued to Generate Strategic Credit Master Fund I-B, L.P., an affiliate of the
Lender and the Agent, in a private placement: (i) a pre-funded warrant to purchase up to 700,000 shares of common stock; (ii) a common
warrant to purchase up to 1,350,000 shares of common stock; and (iii) a common warrant to purchase up to 650,000 shares of common
stock.
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Project Dorothy 1A Acquisition

On April 15, 2026, we acquired SLC's equity interest in D1A for $16.5 million. The transaction gives us complete equity ownership of
D1A, and marks the second major step in the Company’s vertical integration of the Dorothy campus, following the $53 million acquisition
of the Briscoe Wind Farm earlier in April.

The $16.5 million acquisition was paid in cash in two installments: $6 million at closing, with the balance paid in June 2026. To finance a
portion of the transaction, we signed an unsecured promissory note with a lender in the principal amount of $12 million, maturing on May
15, 2027. We paid off the unsecured promissory note of $12 million by June 2026.

Project Dorothy 1B Acquisition

On May 19, 2026, we acquired Navitas's equity interest in D1B for approximately $8.8 million, giving us complete equity ownership of
D1B. With the Briscoe Wind Farm providing 150 megawatts of owned renewable power and now 100% equity control of both D1A and
D1B, we have assembled the full generation-to-compute ownership chain of 50 MWs at Project Dorothy 1. This ownership position is a
prerequisite for converting the campus to AI and high-performance computing workloads, and for marketing Dorothy 3, the Company’s
next-phase AI infrastructure development, to prospective customers.

Kati 2 Joint Venture

In connection with the development of the Kati 2 project of the Company, on June 3, 2026 (the “Effective Date”), Soluna HPC KK II
HoldCo, LLC (the “Soluna Member”), a wholly owned subsidiary of Soluna HPC, Inc., a wholly owned subsidiary of the Company,
entered into a limited liability company agreement (the “Joint Venture Agreement”) with DC Kati Venture LLC (the “Metrobloks
Member”) to govern the terms of operation of Soluna MB KK II JVCo, LLC (the “Joint Venture”). The Metrobloks Member is managed
by Metrobloks LLC. The Joint Venture will invest in a newly formed entity to develop and operate a multi-phase data center development
in Willacy County, Texas, frequently referred to as project “Kati 2” (such data center, “Project Kati 2”). The first phase of Project Kati 2
shall be a 100 MW critical IT data center development (“Phase I”) and the second phase of Project Kati 2 will develop an additional 250
MW critical IT data center development (“Phase II”).

The Soluna Member and the Metrobloks Member are the sole members of the Joint Venture, with the Soluna Member holding 100% of the
Class A Interests and the Metrobloks Member holding 100% of the Class B Interests as of the Effective Date. The Joint Venture is a
manager-managed limited liability company, with the Soluna Member serving as the manager.

Pursuant to the terms of the Joint Venture Agreement, as of the Effective Date, the Soluna Member contributed the Phase I Property (as
defined with the Joint Venture Agreement), a purchase agreement to acquire the Phase II Property (as defined within the Joint Venture
Agreement), and funded certain operating expenses of approximately $6.7 million. Subject to the closing of the purchase agreement, the
Soluna Member has committed to fund a capital contribution of approximately $19.1 million to complete the acquisition of the Phase II
Property as well as an additional capital commitment of up to $2.0 million to fund certain operating expenses as they become due. After
the Soluna Member has received repayment of its capital contributions, recognized a 14% IRR on its capital contributions and received
$100,000 per Gross PPA MW of Project Kati 2, the Soluna Member and the Metrobloks Member shall each receive 50% of additional
distributions.
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Consolidated Results of Operations (unaudited)

Consolidated Results of Operations (unaudited) for the Three Months Ended June 30, 2026 Compared to the Three Months Ended
June 30, 2025.

The following table summarizes changes in the various components of our net loss during the three months ended June 30, 2026 compared
to the three months ended June 30, 2025.

(Dollars in thousands)

Three months
ended

June 30,
2026

Three months
ended

June 30,
2025

$
Change

%
Change

Cryptocurrency mining revenue $ 1,720  $ 2,861  $ (1,141) (40)%
Data hosting revenue 12,653  3,136  9,517  303 %
Wind energy generation revenue 366  —  366  — %
Demand response service revenue 321  161  160  99 %
Operating costs and expenses:
Cost of cryptocurrency mining revenue,
exclusive of depreciation 958  1,767  (809) (46)%
Cost of data hosting revenue, exclusive of
depreciation 7,672  1,617  6,055  374 %
Cost of wind energy generation revenue,
exclusive of depreciation 2,253  —  2,253  — %
Cost of cryptocurrency mining revenue-
depreciation 992  1,074  (82) (8)%
Cost of data hosting revenue- depreciation 1,366  512  854  167 %
Cost of wind energy generation revenue-
depreciation 1,053  —  1,053  — %
General and administrative expenses, exclusive
of depreciation and amortization 15,239  5,397  9,842  182 %
Depreciation and amortization associated with
general and administrative expenses 2,400  2,403  (3) — %
Impairment on intangibles 70  —  70  — %
Impairment on fixed assets —  12  (12) (100)%

Operating loss (16,943) (6,624) (10,319) 156 %
Other income (expense), net 1,480  (291) 1,771  (609)%
Interest expense (3,167) (1,196) (1,971) 165 %
Other financing expense (5) (255) 250  (98)%
Loss on sale of fixed assets and deposits on
equipment (585) (22) (563) 2559 %
Fair value adjustment gain 246  —  246  — %
Loss on debt extinguishment and revaluation,
net (4,197) —  (4,197) — %

Loss before income taxes (23,171) (8,388) (14,783) 176 %
Income tax benefit, net 547  608  (61) (10)%

Net loss (22,624) (7,780) (14,844) 191 %
Net loss attributable to non-controlling interest,
net 1,915  398  1,517  381 %

Net loss attributable to Soluna Holdings, Inc. $ (20,709) $ (7,382) $ (13,327) 181 %
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The following table summarizes revenues and costs of revenues by business category during the three months ended June 30, 2026 (Note-
there was no HPC Services revenue or costs for the three months ended June 30, 2026, as such we excluded from table below):

Soluna Digital
Soluna DV

Wind
Briscoe PPA
eliminations

(Dollars in thousands)
Proprietary

Mining
Data

Hosting Other
Soluna

Digital Total
Wind Energy
Generation Total

Total Revenue $ 1,720  $ 12,653  $ 321  $ 14,694  $ 2,519  $ (2,153) $ 15,060 
Less:
Cost of revenue,
exclusive of
depreciation and
accretion 1,380  9,403  —  10,783  2,253  (2,153) 10,883 
Cost of revenue-
depreciation and
accretion 992  1,366  —  2,358  1,053  —  3,411 

Total cost of revenue 2,372  10,769  —  13,141  3,306  (2,153) 14,294 

Gross profit $ (652) $ 1,884  $ 321  $ 1,553  $ (787) $ —  $ 766 

The following table summarizes the revenues and costs of revenues by business category during the three months ended June 30, 2025
(Note- there was no HPC Services revenue or costs for the three months ended June 30, 2025, as such we excluded from table below):

Soluna Digital

(Dollars in thousands)
Proprietary

Mining Data Hosting Other

Soluna
Digital
Total

Total revenue $ 2,861  $ 3,136  $ 161  $ 6,158 
Less:
Cost of revenue, exclusive of depreciation 1,767  1,617  —  3,384 
Cost of revenue- depreciation 1,074  512  —  1,586 

Total cost of revenue 2,841  2,129  —  4,970 

Gross (loss) profit $ 20  $ 1,007  $ 161  $ 1,188 
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Cryptocurrency Mining Revenue. Proprietary cryptocurrency mining revenue decreased 40% for the three months ended June 30, 2026
compared to the three months ended June 30, 2025. Approximately 87% of the decrease was attributable to lower realized pricing and
approximately 13% to lower production volume. Average hashprice declined 34%, from $51.09 to $33.63, reflecting growth in average
network difficulty and a decline in the average price of Bitcoin between the comparable periods. Average deployed self-mining hashrate
declined 5%, from 630 PH/s to 598 PH/s. The number of Bitcoin mined decreased 19% between the comparable periods, a larger decline
than the reduction in deployed hashrate, reflecting the increase in network difficulty.

Data Center Hosting Revenue. Hosting revenue increased 162% for the three months ended June 30, 2026 compared to the three months
ended June 30, 2025, exclusive of the electricity cost presentation treatment of $4.4 million discussed below. Volume growth contributed
$7.7 million of favorable variance, partially offset by $2.6 million of unfavorable pricing.

The volume increase reflects capacity additions across the portfolio. Project Dorothy 2, which was in the early stages of energization and
generated minimal hosting revenue in the prior-year period, contributed approximately $2.9 million of the increase. Project Dorothy 1A
contributed approximately $1.2 million of the increase. Project Kati 1, which commenced hosting operations in 2026, contributed
approximately $0.8 million, and Project Dorothy 1B, which began providing hosting services in 2026, contributed approximately $0.4
million. These increases were partially offset by a $0.1 million decline at Project Sophie. Average hosted hashrate under management
increased 174%, from 1,807 PH/s to 4,944 PH/s, and megawatt-hours delivered to hosting customers increased 112%. Volume growth also
reflects fixed supplemental payments under profit-share arrangements, which contributed approximately $2.6 million and had no
counterpart in the prior-year period, and leasing revenue of $0.5 million under an arrangement that commenced after the prior-year period.

The unfavorable price variance was concentrated in profit-share arrangements, under which our share of customer mining proceeds varies
with hashprice. Average hashprice declined 34% between the comparable periods, reducing profit-share revenue by $2.6 million
notwithstanding a 174% increase in hosted hashrate.

Also, in the second quarter of 2026, we began recording electricity costs incurred as part of providing performance obligations to its
customers within the data hosting revenue financial statements caption and associated electricity costs within the cost of data hosting
revenue, exclusive of depreciation financial statement caption on the statement of operations. These electricity costs are subsequently
passed on to the customer with no mark-up. The effect of this presentation change increased data hosting revenue and cost of data hosting
revenue, exclusive of depreciation, by approximately $4.4 million for the three months ended June 30, 2026, respectively. See Note 2 for
details.

Wind Energy Generation Revenue: In relation to the acquisition of Briscoe in April 2026, we have added a new revenue stream: wind
energy generation revenue. Briscoe Wind has gross revenue of approximately $2.5 million for the three and six months ended June 30,
2026, however since approximately $2.2 million of PPA revenue are used at the Company's Dorothy sites, the PPA revenue is eliminated
on the condensed consolidated financial statements, which also decreases the cost of revenue for proprietary mining and data center
hosting. At the time of the acquisition, 10 of 81 wind turbines were not operating and repairs to gearboxes and main bearings were
initiated, partially funded with proceeds set aside at closing. The repairs continued into the third quarter of 2026. The primary drivers of
Briscoe’s operating results during the period are revenue from the GSEC Power Purchase Agreement and from wholesale energy sales into
the ERCOT market. As we acquired Briscoe in the second quarter of 2026, no comparable revenue was noted.

Demand Response Service Revenue: Demand response service revenue increased during the three months ended June 30, 2026, compared
to the same period in 2025, which was due to D2 becoming operational in the second quarter of 2025 and Kati 1 becoming operational in
the first quarter of 2026, and as such minimal revenue was generated from those sites during the second quarter of 2025.

Cost of Cryptocurrency Mining Revenue, exclusive of depreciation: Cost of cryptocurrency mining revenue includes direct utility costs,
site overhead expenses, and overhead costs attributable to the operations of our cryptocurrency mining facilities in Texas.

The decrease in the cost of cryptocurrency mining revenue for the three months ended June 30, 2026, compared to the same period in
2025, was primarily driven by lower electricity consumption and associated operating expenses, reflecting a reduction in total power
utilization during the period. In addition, D1B began hosting services and was generating lower
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proprietary mining power. Following the Briscoe acquisition, energy that our Dorothy projects purchased from the Briscoe Wind Farm is
an intercompany cost that is eliminated in consolidation.

Cost of Data Hosting Revenue, exclusive of depreciation: Cost of data hosting revenue includes direct utility costs, site overhead
expenses, and overhead costs attributable to the operations of data hosting facilities in Kentucky and Texas.

Cost of data hosting increased for the three months ended June  30, 2026, compared to the same period in 2025. This increase was
primarily driven by the initial energization of the D2 facility during the second quarter of 2025 and the subsequent increase in MWs
capacity and associated operating costs in 2026, in addition to the initial energization of Project Kati during the first quarter of 2026, for
which no comparable costs were associated in the prior year. Project Dorothy 1B also began hosting services, therefore increasing costs in
relation to data hosting for the three months ended June 30, 2026.

Also, in the second quarter of 2026, we began recording electricity costs incurred as part of providing performance obligations to its
customers within the data hosting revenue financial statements caption and associated electricity costs within the cost of data hosting
revenue, exclusive of depreciation financial statement caption on the statement of operations. These electricity costs are subsequently
passed on to the customer with no mark-up. The effect of this presentation change increased data hosting revenue and cost of data hosting
revenue, exclusive of depreciation, by approximately $4.4 million for the three months ended June 30, 2026, respectively. See Note 2 for
details.

Cost of Wind Energy Generation Revenue: Cost of wind energy generation revenue relate directly to costs associated with the operations
and maintenance costs of the facility and turbines of the Briscoe Wind Farm, which was acquired on April 1, 2026. Included in the three
and six months ended June 30, 2026, cost of wind energy generation revenue was approximately $1.5 million of the scheduled repairs and
unscheduled maintenance of the wind turbines and related facilty infrastructure. In addition, Briscoe has significant depreciation expenses
associated with the wind turbines over the life of the assets.

Cost of Data Hosting Revenue- depreciation: Cost of data hosting revenue-depreciation increased mainly due to D2 becoming energized
during fiscal year 2025, and Project Kati beginning initial energization in the first quarter of 2026.

General and Administrative Expenses, exclusive of depreciation and amortization: General and administrative expenses, exclusive of
depreciation and amortization include cash and non-cash compensation, benefits, and related costs in support of our general corporate
operations, including general management, finance and accounting, human resources, marketing, information technology, corporate
development, and legal services.

• Stock-based compensation expense was approximately $9.4 million for the three months ended June 30, 2026, compared to $1.9
million for the three months ended June 30, 2025, representing an increase of approximately $7.5 million. Approximately $5.7
million of the increase was attributable to equity awards granted to directors, board advisors, officers, and employees during
2026, and approximately $3.1 million was attributable to equity awards granted during 2025, which were outstanding for the full
2026 period compared to only a portion of the prior-year period. These increases were partially offset by a decrease of
approximately $1.3 million resulting from the cessation of vesting on certain prior-year awards and the forfeiture of awards held
by terminated employees.

• Salaries and employee benefits increased by approximately $1.1 million compared to the prior quarter period. The increase was
primarily attributable to incentive-based compensation, higher employee benefits premiums and plan costs, and additional payroll
taxes and benefits costs associated with cost-of-living adjustments to senior executive compensation and incremental headcount
added during the period.

• Professional and legal fees increased approximately $720 thousand for the three months ended June  30, 2026, primarily
attributable to higher legal fees supporting increased business development activity, including the acquisition of the Briscoe Wind
Farm completed on April 1, 2026, the negotiation of data center hosting agreements, and project financing transactions. The
increase was also driven by additional fees for contracted employee services and professional fees associated with technical
accounting support related to these transactions.

• All other fluctuations within general and administrative expenses for the period were not material to the overall results of
operations.
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Depreciation and Amortization associated with general and administrative expenses: Depreciation and amortization expense was
comparable for the three months ended June  30, 2026, and 2025, totaling approximately $2.4 million in each period. The expense
primarily relates to amortization of the strategic pipeline contract acquired in October 2021.

Interest expense: Interest expense for the three months ended June 30, 2026 was approximately $3.2 million compared to the $1.2 million
for the three months ended June 30, 2025. See table below noting the difference mainly relates to the new loans entered into in fiscal year
2025 and 2026 (Generate loan and Yorkville loan), which includes amortization of deferred financing costs, offset by the NYDIG ABL
LLC ("NYDIG") equipment financing loan that was settled in September 2025. In addition, there was approximately $979 thousand of
accelerated amortization recognized upon the write-off of the loan commitment asset attributable to the undrawn Tranche B commitment
under the Credit Agreement. Further details on the components of interest expense are presented in the table below.

(Dollars in thousands)
Three months ended

June 30,
2026 2025

Generate loan $ 1,233  $ — 
Green Cloud Note 240  354 
Galaxy loan 197  236 
Yorkville loan 390  — 
Loan commitment asset write-off 979  — 
Equipment loan 40  124 
Spring Lane financing cost —  121 
Finance lease 51  — 
Other 37  — 
NYDIG equipment financing —  361 

Interest expense $ 3,167  $ 1,196 

Loss on Debt Extinguishment and Revaluation, net: For the three months ended June 30, 2026, we recognized a loss on extinguishment
of debt of approximately $4.2 million. The loss on debt extinguishment related to the following items:

• With the Briscoe acquisition, Amendment No. 1 to the Generate Credit Agreement reduced the unfunded Tranche B loan
commitment from $18.5 million to $6.0 million, and the unamortized deferred financing costs allocable to that reduction were
written off. See Note 10 to the condensed consolidated financial statements.

The unamortized deferred financing costs of approximately $2.04 million associated with the $12.5 million reduction on the
Tranche B Loan Commitment were written off upon execution of the amendment and are reflected as loss     on extinguishment of
debt in the condensed consolidated statements of operations for the three months ended June 30, 2026.

• Yorkville promissory note: We paid off the 1 year promissory note within 3 months, as such, we accelerated the deferred
financing costs and discount associated with the note and recorded a loss on extinguishment of debt of approximately $2.0
million (pro-rata write-off of deferred financing costs of approximately $600 thousand, pro-rata write-off of the warrant discount
of approximately $1.4 million, and the approximately $60 thousand redemption premium).

• Land Purchase Loan: On June 10, 2026, we repaid the Land Purchase loan in full of $1.075 million. Due to the extinguishment of
debt, the Company recorded a loss on extinguishment of debt in relation to the acceleration of the discount being amortized of
approximately $132 thousand.

We did not recognize a gain on debt extinguishment for the three months ended June 30, 2025.

Fair value adjustment, net: For the three months ended June 30, 2026, we recognized a gain of approximately $246 thousand in fair value
adjustments in relation to timing of the 2024 SEPA draws that were executed in the three months
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ended June 30, 2026 to when the shares were issued. We did not recognize a fair value adjustment for the three months ended June 30,
2025.

Other financing expense: Other financing expenses totaled approximately $5 thousand for the three months ended June  30, 2026,
primarily related to SEC filing fees. For the three months ended June 30, 2025, other financing expense was approximately $255 thousand
in relation to consent fees for the 2024 SEPA draws, in addition to FINRA and SEC filing charges.

Loss on sale of fixed assets and deposit on equipment, net: For the three months ended June 30, 2026, we had a loss on sale of fixed
assets and deposit on equipment of approximately $585 thousand related to a loss on deposit of equipment with a vendor for $500
thousand, in addition to cryptocurrency miners and software write-offs for the period.

Other income (expense), net: For the three months ended June 30, 2026 we had other income, net of approximately $1.5 million mainly
related to a gain on settlement of transformers in the amount of approximately $1.4 million. For the three months ended June 30, 2025, we
had other expense, net of approximately $291 thousand mainly in relation to a loss compensation cost associated with the Las Majadas
wind farm.

Net loss attributable to non-controlling interest: We incurred a net loss attributable to non-controlling interest for the three months ended
June  30, 2026 of approximately $1.9 million compared to net loss attributable to non-controlling interest for the three months ended
June 30, 2025 of $398 thousand, an increase in net loss attributable to non-controlling interest of approximately $1.5 million. The increase
in net loss attributable to non-controlling interest was mainly attributable to Project Kati 1 just starting energization in the first quarter of
2026 and continuing to increase energization by June 30, 2026, whereas no costs were associated for the second quarter of 2025. Also, for
Project Kati 1, we wrote off the loan commitment asset with Generate, reported as interest expense for the three months ended June 30
2026, which affected the net loss attributable to non-controlling interest. In addition, the Company acquired 100% membership interests of
D1A and D1B in the second quarter of 2026, as such, we saw declines compared to the non-controlling interest in the prior comparable
quarter at those entities. These declines were offset by Project Dorothy 2, as it had a full quarter of site energization and generating
revenue, whereas in the second quarter of 2025, the project was generating mainly costs with little revenue being earned as it was not yet
fully energized.
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Consolidated Results of Operations for the Six Months Ended June 30, 2026 Compared to the Six Months Ended June 30, 2025.

The following table summarizes changes in the various components of our net loss during the six months ended June 30, 2026 compared
to the six months ended June 30, 2025.

(Dollars in thousands)

Six months ended
June 30,

 2026

Six months ended
June 30,

 2025
$

Change
%

Change
Cryptocurrency mining revenue $ 3,889  $ 5,860  $ (1,971) (34)%
Data hosting revenue 19,341  5,538  13,803  249 %
Wind energy generation revenue 366  -  366  — %
Demand response service revenue 858  668  190  28 %

High-performance computing service revenue —  28  (28) (100)%
Operating costs and expenses:
Cost of cryptocurrency mining revenue, exclusive of
depreciation 2,616  3,721  (1,105) (30)%
Cost of data hosting revenue, exclusive of
depreciation 11,291  2,945  8,346  283 %

Cost of wind energy generation revenue, exclusive
of depreciation 2,253  —  2,253  — %

Cost of high-performance computing service revenue —  7  (7) (100)%
Cost of cryptocurrency mining revenue- depreciation 2,047  2,147  (100) (5)%
Cost of data hosting revenue- depreciation 2,513  913  1,600  175 %

Cost of wind energy generation revenue-
depreciation and accretion expense 1,053  —  1,053  — %

General and administrative expenses, exclusive of
depreciation and amortization 31,379  11,344  20,035  177 %
Depreciation and amortization associated with general
and administrative expenses 4,801  4,807  (6) — %
Impairment on intangibles 70  —  70  — %
Impairment on fixed assets —  12  (12) (100)%

Operating loss (33,569) (13,802) (19,767) 143 %
Other income (expense), net 1,593  (286) 1,879  (657)%
Interest expense (4,648) (2,034) (2,614) 129 %

Other financing expense (569) (456) (113) 25 %
Loss on sale of fixed assets and deposit on equipment (553) (22) (531) 2,414 %
Fair value adjustment gain (loss) 246  (118) 364  (308)%
(Loss) gain on debt extinguishment and revaluation,
net (4,197) 551  (4,748) (862)%

Loss before income taxes (41,697) (16,167) (25,530) 158 %

Income tax benefit, net 1,171  1,033  138  13 %

Net loss (40,526) (15,134) (25,392) 168 %
Net loss attributable to non-controlling interest, net 2,351  196  2,155  1099 %

Net loss attributable to Soluna Holdings, Inc. $ (38,175) $ (14,938) $ (23,237) 156 %
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The following table summarizes revenues and costs of revenues by business category during the six months ended June 30, 2026 (Note-
there was no HPC Services revenue or costs for the six months ended June 30, 2026, as such we excluded from table below):

Soluna Digital
Soluna DV

Wind
Briscoe PPA
eliminations

(Dollars in thousands)
Proprietary

Mining
Data

Hosting Other
Soluna

Digital Total
Wind Energy
Generation Total

Total Revenue $ 3,889  $ 19,341  $ 858  $ 24,088  $ 2,519  $ (2,153) $ 24,454 
Less:
Cost of revenue,
exclusive of
depreciation and
accretion 3,038  13,022  —  16,060  2,253  (2,153) 16,160 
Cost of revenue-
depreciation and
accretion 2,047  2,513  —  4,560  1,053  —  5,613 

Total cost of revenue 5,085  15,535  —  20,620  3,306  (2,153) 21,773 

Gross profit $ (1,196) $ 3,806  $ 858  $ 3,468  $ (787) $ —  $ 2,681 

The following table summarizes the revenues and costs of revenues by business category during the six months ended June 30, 2025:

Soluna Digital Soluna Cloud

(Dollars in thousands)
Proprietary

Mining Data Hosting Other
Soluna

Digital Total HPC Services Total

Total revenue $ 5,860  $ 5,538  $ 668  $ 12,066  $ 28  $ 12,094 
Less:
Cost of revenue, exclusive of
depreciation 3,721  2,945  —  6,666  7  6,673 
Cost of revenue- depreciation 2,147  913  —  3,060  —  3,060 

Total cost of revenue 5,868  3,858  —  9,726  7  9,733 

Gross (loss) profit $ (8) $ 1,680  $ 668  $ 2,340  $ 21  $ 2,361 
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Cryptocurrency Mining Revenue: Proprietary cryptocurrency mining revenue decreased 33.6% for the six months ended June 30, 2026
compared to the six months ended June 30, 2025. The decrease was attributable entirely to lower realized pricing, which reduced revenue
by an amount equal to 35% of prior-period proprietary mining revenue, partially offset by a favorable volume effect equal to 1% of prior-
period revenue. Average hashprice declined 35%, from $52.36 to $33.97, reflecting growth in average network difficulty and a decline in
the average price of Bitcoin between the comparable periods. Average deployed self-mining hashrate increased 1%, from 657 PH/s to 664
PH/s.

Data Hosting Revenue: Data center hosting services consist of providing energized space and comprehensive operating support to third-
party mining companies that locate their equipment at our facilities, including Projects Dorothy 1A, Dorothy 1B, Dorothy 2, Kati 1, and
Sophie. Revenue from these services is derived from hosting fees under fixed-fee and profit-sharing arrangements, fixed supplemental
payments based on contracted capacity, leasing arrangements, and additional service fees such as equipment installation.

Hosting revenue increased 169% for the six months ended June 30, 2026 compared to the six months ended June 30, 2025, exclusive of
the electricity cost presentation of $4.4 million discussed below. Volume growth contributed $13.5 million of favorable variance, partially
offset by $4.5 million of unfavorable pricing, with the remaining $0.4 million of the increase attributable to higher service fees net of
contra revenue.

The volume increase reflects capacity additions across the portfolio. Project Dorothy 2, which was in the early stages of energization and
generated minimal hosting revenue in the prior-year period, contributed $6.0 million of the increase. Project Dorothy 1A contributed $1.9
million. Project Kati 1, which commenced hosting operations in 2026, contributed $1.0 million, and Project Dorothy 1B, which began
providing hosting services in 2026, contributed $0.4 million. Project Sophie contributed $0.1 million. Average hosted hashrate under
management increased 181%, from 1,596 PH/s to 4,477 PH/s, and megawatt-hours delivered to hosting customers increased 104%.
Volume growth also reflects fixed supplemental payments under profit-share arrangements, which contributed $4.0 million and had no
counterpart in the prior-year period, and leasing revenue of $1.1 million under an arrangement that commenced after the prior-year period.

The unfavorable price variance was concentrated in profit-share arrangements, under which our share of customer mining proceeds varies
with hashprice. Average hashprice declined 35% between the comparable periods, and the average realized profit-share rate declined 66%
on a per-PH basis, reducing profit-share revenue by $4.5 million notwithstanding a 181% increase in hosted hashrate.

Also, in the second quarter of 2026, we began recording electricity costs incurred as part of providing performance obligations to its
customers within the data hosting revenue financial statements caption and associated electricity costs within the cost of data hosting
revenue, exclusive of depreciation financial statement caption on the statement of operations. These electricity costs are subsequently
passed on to the customer with no mark-up. The effect of this presentation change increased data hosting revenue and cost of data hosting
revenue, exclusive of depreciation, by approximately $4.4 million for the six months ended June 30, 2026, respectively. See Note 2 for
details.

Wind Energy Generation Revenue: In relation to the acquisition of Briscoe in April 2026, we have added a new revenue stream: wind
energy generation revenue. We note that Briscoe Wind has gross revenue of approximately $2.5 million for the three and six months ended
June 30, 2026, however since approximately $2.2 million of PPA revenue are used at the Company's Dorothy sites, the PPA revenue is
eliminated on the condensed consolidated financial statements, which also decreases the cost of revenue.for proprietary mining and data
center hosting.. At the time of the acquisition, 10 of 81 wind turbines were not operating and repairs to gearboxes and main bearings were
initiated, partially funded with proceeds set aside at closing. The repairs continued into the third quarter of 2026. The primary drivers of
Briscoe’s operating results during the period are revenue from the GSEC Power Purchase Agreement and from wholesale energy sales into
the ERCOT market. As we acquired Briscoe in the second quarter of 2026, no comparable revenue was noted.

Demand Response Service: Demand response service revenue increased for the six months ended June 30, 2026, compared to the prior-
year period. This increase was due to capacity bid increases for the Texas site in relation to D2 which had a full year to date of enrollment
in the program and Kati was newly enrolled during 2026, therefore driving growth in the demand service revenue compared to prior year.

Cost of Cryptocurrency Mining Revenue, exclusive of depreciation: Cost of cryptocurrency mining revenue includes direct utility costs,
site overhead expenses, and overhead costs attributable to the operations of our cryptocurrency mining facilities in Texas.
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The cost of cryptocurrency mining revenue decreased for the six months ended June 30, 2026 compared to the six months ended June 30,
2025 due to lower electricity consumption and associated operating expenses, reflecting a reduction in total power utilization during the
period. In addition, D1B began hosting services and was generating lower proprietary mining power. Following the Briscoe acquisition,
energy that our Dorothy projects purchase from the Briscoe Wind Farm is an intercompany cost that is eliminated in consolidation.

Cost of Data Hosting Revenue, exclusive of depreciation: Cost of data hosting revenue includes direct utility costs, site overhead
expenses, and overhead costs attributable to the operations of data hosting facilities in Kentucky and Texas.

Cost of data hosting increased for the six months ended June 30, 2026, compared to the same period in 2025. This increase was primarily
driven by the initial energization of the D2 facility during the second quarter of 2025 and the subsequent increase in MWs capacity and
associated operating costs during 2026, in addition to the initial energization of Project Kati during the first quarter of 2026, with no
comparable costs incurred in the prior year. Project Dorothy 1B also began hosting services, therefore increasing costs in relation to data
hosting for the six months ended June 30, 2026.

Also, in the second quarter of 2026, we began recording electricity costs incurred as part of providing performance obligations to its
customers within the data hosting revenue financial statements caption and associated electricity costs within the cost of data hosting
revenue, exclusive of depreciation financial statement caption on the statement of operations. These electricity costs are subsequently
passed on to the customer with no mark-up. The effect of this presentation change increased data hosting revenue and cost of data hosting
revenue, exclusive of depreciation, by approximately $4.4 million for the six months ended June 30, 2026, respectively. See Note 2 for
details.

Cost of Data Hosting Revenue- depreciation: Cost of data hosting revenue-depreciation increased mainly due to D2 becoming energized
during fiscal year 2025, and Project Kati beginning initial energization in the first quarter of 2026.

Cost of Wind Energy Generation Revenue: Cost of wind energy generation revenue relate directly to costs associated with the operations
and maintenance costs of the facility and turbines of the Briscoe Wind Farm, which was acquired on April 1, 2026. Included in the three
and six months ended June 30, 2026, cost of wind energy generation revenue was approximately $1.5 million of scheduled repairs and
unscheduled maintenance of the wind turbines and related facilty infrastructure. In addition, Briscoe has significant depreciation expenses
associated with the wind turbines over the life of the assets.

General and Administrative Expenses, exclusive of depreciation and amortization: General and administrative expenses, exclusive of
depreciation and amortization include cash and non-cash compensation, benefits, and related costs in support of our general corporate
operations, including general management, finance and accounting, human resources, marketing, information technology, corporate
development, and legal services.

• Stock-based compensation expense increased approximately $15.8 million to approximately $19.5 million for the six months
ended June 30, 2026, compared to $3.7 million for the six months ended June 30, 2025. Approximately $5.8 million of the
increase was attributable to equity awards granted to directors, board advisors, officers, and employees during 2026, and
approximately $11.7 million was attributable to equity awards granted during 2025, which were outstanding for the full 2026
period compared to only a portion of the prior-year period. These increases were partially offset by a decrease of approximately
$1.6 million resulting from the cessation of vesting on certain prior-year awards and the forfeiture of awards held by terminated
employees.

• Salaries and employee benefits increased approximately $1.8 million, to $5.1 million for the six months ended June 30, 2026,
compared to $3.2 million for the six months ended June 30, 2025. The increase was primarily attributable to accruals for
incentive-based compensation, higher employee benefits premiums and plan costs, and additional payroll taxes and benefits costs
associated with cost-of-living adjustments to senior executive compensation and incremental headcount added during the period.

• Professional and legal fees increased primarily due to increased business development activity, including the acquisition of the
Briscoe Wind Farm, the negotiation of data center hosting agreements, and project financing transactions. Consulting expenses
increased primarily due to transition support costs incurred in connection with the Briscoe Wind Farm acquisition, the
engagement of administrative consultants to support the implementation and maintenance of the Company's accounting systems,
interim Chief Financial Officer services engaged during the current year, and incremental consulting costs associated with
business development activities.
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• All other fluctuations within general and administrative expenses for the period were not material to the overall results of
operations.

Depreciation and Amortization associated with general and administrative expenses: Depreciation and amortization expense was
approximately $4.8 million and $4.8 million for the six months ended June 30 2026, and 2025. The expense primarily relates to the
amortization of the strategic pipeline contract acquired in October 2021.

Interest expense: Interest expense for the six months ended June 30, 2026, was approximately $4.6 million, compared to approximately
$2.0 million for the six months ended June 30, 2025. See table below noting the difference mainly relates to the new loans entered into in
fiscal year 2025 and 2026 (Generate loan, Galaxy loan, and Yorkville loan), which includes amortization of deferred financing costs, offset
by the NYDIG ABL LLC ("NYDIG") equipment financing loan that was settled in September 2025. In addition, there was approximately
$979 thousand of accelerated amortization recognized upon the write-off of the loan commitment asset attributable to the undrawn
Tranche B commitment under the Credit Agreement. Further details on the components of interest expense are presented in the table
below.

(Dollars in thousands)
Six months ended

June 30,
2026 2025

Generate loan $ 2,057  $ — 
Green Cloud Note 498  744 
Galaxy loan 406  277 
Equipment loan 123  138 
Yorkville loan 390  — 
Loan commitment asset write-off 979  — 
Spring Lane financing cost 43  121 
Finance lease 79  — 
Other 73  — 
July SPA additional loan —  33 
NYDIG equipment financing —  719 
Navitas term loan —  2 

Interest expense $ 4,648  $ 2,034 

Loss (gain) on Debt Extinguishment and Revaluation, net: For the six months ended June  30, 2026, we recognized a loss on
extinguishment of debt of approximately $4.2 million. The loss on debt extinguishment related to the following items:

• With the Briscoe acquisition, Amendment No. 1 to the Generate Credit Agreement reduced the unfunded Tranche B loan
commitment from $18.5 million to $6.0 million, and the unamortized deferred financing costs allocable to that reduction were
written off. See Note 10 to the condensed consolidated financial statements.

The unamortized deferred financing costs of approximately $2.04 million associated with the $12.5 million reduction on the
Tranche B Loan Commitment were written off upon execution of the amendment and are reflected as loss on extinguishment of
debt in the condensed consolidated statements of operations for the three and six months ended June 30, 2026.

• Yorkville promissory note: We paid off the 1 year promissory note within 3 months, as such, we accelerated the deferred
financing costs and discount associated with the note and recorded a loss on extinguishment of debt of approximately $2.0
million (pro-rata write-off of deferred financing costs of approximately $600 thousand, pro-rata write-off of the warrant discount
of approximately $1.4 million, and the approximately $60 thousand redemption premium).
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• Land Purchase Loan- On June 10, 2026, we repaid the Land Purchase loan in full of $1.075 million. Due to the extinguishment of
debt, the Company recorded a loss on extinguishment of debt in relation to the acceleration of the discount being amortized of
approximately $132 thousand.

For the six months ended June 30, 2025, we recognized a gain of approximately $551 thousand. The gain was in relation to the fulfillment
of the Assignment and Assumption Agreement for the July Securities Purchase Agreement additional loan on March 14, 2025.

Fair value adjustment, net: For the six months ended June 30, 2026, we recognized a gain of approximately $246 thousand in fair value
adjustments in relation to timing of the 2024 SEPA draws that were executed in the six months ended June 30, 2026 to when the shares
were issued. We recognized a loss on fair value for the six months ended June 30, 2025 of approximately $118 thousand in relation to the
timing of the draws and settlement of the 2024 SEPA.

Other financing expense: For the six months ended June 30, 2026, we incurred expenses of approximately$569 thousand, of which
approximately $275 thousand related to the SEPA commitment and structuring fee with Yorkville for the 2026 SEPA entered into in
March. In addition, we paid approximately $288 thousand in relation to SEC filing fees for Shelf registration and FINRA fees in the first
and second quarter of 2026. For the six months ended June 30, 2025, we incurred approximately $456 thousand in relation to consent fees
for the SEPA and ATM Agreement draws.

Loss on sale of fixed assets and deposit on equipment, net: For the six months ended June 30, 2026, we had a loss on sale of fixed assets
and deposit on equipment of approximately $553 thousand related to a loss on deposit of equipment with a vendor for $500 thousand, in
addition to cryptocurrency miners and software write-offs for the period.

Other income (expense), net: For the six months ended June 30, 2026, we had other income, net of approximately $1.6 million mainly
related to a gain on settlement of transformers in the amount of approximately $1.4 million and amortization for the right-of-first refusal of
approximately $135 thousand. For the six months ended June 30, 2025, we had other expense, net of approximately $286 thousand mainly
in relation to a loss compensation cost associated with the Las Majadas wind farm of approximately $291 thousand, offset with immaterial
other income.

Net loss attributable to non-controlling interest: We incurred a net loss attributable to non-controlling interest for the six months ended
June 30, 2026 of approximately $2.4 million compared to net loss attributable to non-controlling interest for the six months ended June 30,
2025 of $196 thousand a change of approximately $2.2 million increase in net loss attributable to non-controlling interest. The increase in
net loss attributable to non-controlling interest was mainly attributable to Project Kati 1 just starting energization in the first quarter of
2026 and had been energized by June 30, 2026, whereas no costs were associated for 2025. Also, for Project Kati 1, we wrote off the loan
commitment asset, creating interest expense for the three months ended June 30 2026, which affected the net loss attributable to non-
controlling interest. In addition, the Company acquired 100% membership interests of D1A and D1B in the second quarter of 2026, as
such, saw declines compared to the non-controlling interest in prior quarters at those entities. These declines were offset by Project
Dorothy 2 whereas in fiscal year 2026, there was site energization and generating revenue, whereas in the six months ended 2025, the
project was just generating costs and minimal revenue as it was not yet fully energized.

Non-GAAP Measures

To supplement our consolidated condensed financial statements included in this quarterly report presented under U.S. generally accepted
accounting principles (“GAAP”), we are presenting certain non-GAAP financial measures. We are providing these non-GAAP financial
measures to disclose additional information to facilitate the comparison of past and present operations by providing perspective on results
absent one-time or significant non-cash items. We utilize these measures in the business planning process to understand expected operating
performance and to evaluate results against those expectations. We believe that these non-GAAP financial measures, when considered
together with our GAAP financial results, provide management and investors with an additional understanding of our business operating
results regarding factors and trends affecting our business and provide a reasonable basis for comparing our ongoing results of operations.

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

EBITDA and Adjusted EBITDA

In addition to financial measures calculated in accordance with GAAP, we also use “EBITDA” and “Adjusted EBITDA.” “EBITDA” is
defined as earnings before interest, taxes, and depreciation and amortization. “Adjusted EBITDA” is defined as EBITDA adjusted for
stock-based compensation costs, loss/gain on sale of fixed assets, loss/gain on debt extinguishment, fair value adjustments, and other non-
cash activity. Management believes that EBITDA and Adjusted EBITDA results in a performance measurement that represents a key
indicator of our business operations of cryptocurrency mining, hosting customers engaged in cryptocurrency mining, demand service
revenue, and high-performance computing services.

We believe EBITDA and Adjusted EBITDA can be important financial measures because they allow management, investors, and the
Board to evaluate and compare our operating results, including our return on capital and operating efficiencies, from period-to-period by
making such adjustments. Non-GAAP financial measures are subject to material limitations as they are not in accordance with, or a
substitute for, measurements prepared in accordance with GAAP. For example, we expect that stock-based compensation costs, which is
excluded from the non-GAAP financial measures, will continue to be a significant recurring expense over the coming years and is an
important part of the compensation provided to certain employees, officers, and directors. Similarly, we expect that depreciation and
amortization of fixed assets will continue to be a recurring expense over the term of the useful life of the assets.

EBITDA and Adjusted EBITDA are provided in addition to and should not be considered to be substitutes for, or superior to net income,
the comparable measure calculated in accordance with GAAP. Further, EBITDA and Adjusted EBITDA should not be considered as
alternatives to revenue growth, net income, or any other performance measure calculated in accordance with GAAP, or as alternatives to
cash flow from operating activities as a measure of our liquidity. EBITDA and Adjusted EBITDA have limitations as analytical tools, and
you should not consider such measures either in isolation or as substitutes for analyzing our results as reported under GAAP.
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Reconciliations of EBITDA and Adjusted EBITDA to net loss, the most comparable GAAP financial metric, for historical periods are
presented in the table below:

(Dollars in thousands)
Three Months Ended

June 30,
Six Months Ended

June 30,

2026 2025 2026 2025

Net loss $ (22,624) $ (7,780) $ (40,526) $ (15,134)
Interest expense 3,167  1,196  4,648  2,034 
Income tax benefit (547) (608) (1,171) (1,033)
Depreciation and amortization 5,732  3,989  10,335  7,867 

EBITDA (14,272) (3,203) (26,714) (6,266)

Adjustments: Non-cash or Non-
recurring items

Stock-based compensation costs 9,480  1,942  19,702  3,789 
Loss on sale of fixed assets and
deposit on equipment 585  22  553  22 
Right of first refusal amortization gain (45) —  (135) — 
Accretion of asset retirement
obligation 79  —  79  — 
Gain on transformer settlement (1,409) —  (1,409) — 
SEPA commitment fee —  —  250  — 
Fair value adjustment (loss) gain (246) —  (246) 118 
Impairment on fixed assets and
intangibles 70  12  70  12 
Loss (gain) on debt extinguishment
and revaluation, net 4,197  —  4,197  (551)

Adjusted EBITDA $ (1,561) $ (1,227) $ (3,653) $ (2,876)

Adjusted EBITDA was at a loss of approximately $1.6 million and $1.2 million for the three months ended June 30, 2026 and June 30,
2025, respectively, and $3.7 million and $2.9 million for the six months ended June 30, 2026 and 2025, respectively. In each period,
increased cash contribution from our operating sites was more than offset by growth in general and administrative expenses. Gross profit,
exclusive of depreciation and stock-based compensation, increased approximately $1.3 million and $2.7 million for the three and six
months ended June 30, 2026, respectively, reflecting new and expanded capacity across our Texas sites, principally the full-period
operation of Project Dorothy 2, the commencement of hosting operations at Project Kati 1, and the acquisition of the Briscoe Wind Farm
on April 1, 2026. These increases were partially offset by lower contribution at Project Dorothy 1B and Project Sophie, reflecting lower
hashprice and the redeployment of capacity at Project Dorothy 1B from proprietary mining to hosting.

General and administrative expenses, exclusive of depreciation, amortization and stock-based compensation, increased approximately $2.4
million and $4.3 million for the three and six months ended June 30, 2026, respectively, driven by legal and consulting fees incurred in
connection with the Briscoe Wind Farm acquisition, the negotiation of data center hosting agreements and project financing transactions,
and by increases in salaries and benefits associated with incremental headcount and compensation adjustments.
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The following table represents the Adjusted EBITDA activity between each three-month period from January 1, 2026 through June 30,
2026.

(Dollars in thousands)

Three months
ended

March 31, 2026

Three months
ended

June 30, 2026

Net loss $ (17,902) $ (22,624)
Interest expense 1,481  3,167 
Income tax benefit (624) (547)
Depreciation and amortization 4,603  5,732 

EBITDA (12,442) (14,272)

Adjustments: Non-cash or Non-recurring items

Stock-based compensation costs 10,222  9,480 
(Gain) loss on sale of fixed assets and deposits on equipment (32) 585 
Right of first refusal amortization gain (90) (45)
Accretion of asset retirement obligation —  79 
SEPA commitment fee 250  — 
Gain on transformer settlement —  (1,409)
Fair value adjustment, net —  (246)
Impairment on fixed assets and intangibles —  70 
Loss on debt extinguishment and revaluation, net —  4,197 

Adjusted EBITDA $ (2,092) $ (1,561)

75



Table of contents

The following table represents the Adjusted EBITDA activity between each three-month period from January 1, 2025 through December
31, 2025.

(Dollars in thousands)

Three months
ended

March 31, 2025

Three months
ended

June 30, 2025

Three months
ended

September 30,
2025

Three months
ended

December 31, 2025

Net loss $ (7,354) $ (7,780) $ (25,787) $ (16,070)
Interest expense 838  1,196  1,212  1,589 
Income tax benefit (425) (608) (666) (617)
Depreciation and amortization 3,879  3,989  4,119  4,358 

EBITDA (3,062) (3,203) (21,122) (10,740)

Adjustments: Non-cash items or Non-
recurring items

Stock-based compensation costs 1,847  1,942  1,882  4,895 
Loss on sale of fixed assets and credit on
equipment deposits —  22  780  349 
Fair value on placement agent warrant and
financing fees —  —  146  — 
Fair value adjustment, net 118  —  22,047  1,516 
Impairment on fixed assets —  12  —  — 
Gain on debt extinguishment and revaluation, net (551) —  (10,107) — 

Adjusted EBITDA $ (1,648) $ (1,227) $ (6,374) $ (3,980)

Liquidity and Capital Resources

Several key indicators of our liquidity are summarized in the following table:

(Dollars in thousands)
Six Months Ended

 or as of
June 30, 2026

Six Months Ended
 or as of

June 30, 2025

Year Ended
 or as of

December 31, 2025

Cash $ 113,364  $ 9,878  $ 76,423 
Restricted cash 17,925  5,275  12,420 
Working capital (deficit) 69,177  (30,874) 42,938 
Net loss (40,526) (15,134) (56,991)
Net cash used in operating activities (11,555) (1,273) (9,149)
Purchase of property, plant and equipment and deposits on equipment (13,613) (8,266) (31,719)

As of June 30, 2026, we had a consolidated accumulated deficit of approximately $405.9 million and we had positive working capital of
approximately $69.2 million. As of June 30, 2026, we had total debt outstanding of approximately $33.1 million as summarized further
below in the Debt table, of which approximately $30.1 million is classified as current (see Note 10 for details on the balance sheet
classification for Generate loan due to covenant probability). In addition, we had outstanding commitments related to Soluna Digital Inc.
(“SDI”) of approximately $8.2 million in capital expenditures mainly related to Projects Kati 1 and Briscoe. In addition, due to CloudCo’s
termination of the HPE Agreement on March 24, 2025, and HPE’s termination of the HPE Agreement on March 26, 2025, and the
acceleration of the remaining unpaid
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amounts of the contract in accordance with Section 8(h)(ii) of the HPE Agreement, we have recognized a liability for the remainder of the
HPE Agreement on the balance sheet of our subsidiary, CloudCo, of approximately $19.3 million. As of June 30, 2026, we had $113.4
million of cash available to fund our operations.

Our current liabilities as of June 30, 2026 include $23.1 million of borrowings, net of debt discount and issuance costs under the Amended
Credit Agreement classified as current as a result of the covenant matters described in Note 10; Generate had not accelerated the
obligations. Subsequent to June 30, 2026, on August 10, 2026, the Company prepaid in full the Tranche A-1 and Tranche A-3 Loans under
the Amended Credit Agreement for an aggregate prepayment amount of approximately $19.1 million, inclusive of accrued and unpaid
interest and the applicable prepayment premium, funded from cash on hand, including proceeds from sales under the ATM Agreement. As
of a result of the prepayment of the A-1 and A-3 Tranche loans, approximately $13.5 million of borrowings, net of debt discount and
issuance costs under the Amended Credit Agreement as of June 30, 2026 were paid off subsequent to quarter-end. This left approximately
$9.6 million debt net of debt discount and issuance costs, remaining related to Tranche C.

Based on business developments, including changes in production levels, staffing requirements, and network infrastructure improvements,
we will require additional capital equipment in the foreseeable future. We are focused on developing and monetizing green cryptocurrency
mining facilities, as well as facilities capable of hosting customers engaged in cryptocurrency mining, and data centers to provide
specialized AI Cloud and colocation services.

In 2025 and 2026, we had the following capital raise activities:

• At the Market Offering Agreement (the “ATM Agreement”) with H.C. Wainwright & Co., LLC (“Wainwright”), as sales agent,
pursuant to which we may offer and sell, from time to time, through Wainwright, up to $87.65 million. As of December 31, 2025,
we had drawn approximately $34.2 million in net proceeds pursuant to the ATM Agreement. On March 9, 2026, the Company
filed a shelf registration statement on Form S-3 which was subsequently declared effective, under which the Company may offer
and sell shares of the Company’s common stock having an aggregate offering price up to $500 million from time to time through
Wainwright. During the three and six months ended June  30, 2026, the Company sold 74,174,213 shares of common stock
pursuant to the ATM Agreement for net proceeds of $113.5 million after deducting sales agent commissions and legal fees.
Subsequent to June  30, 2026 and through the date of the issuance of these condensed financial statements, the Company has
issued 18,769,096 shares of common stock pursuant to the ATM Agreement for net proceeds of approximately $23.6 million.

• 2024 SEPA with YA II PN, LTD., a Cayman Islands exempt limited company (“YA”). In accordance with the terms of the 2024
SEPA, YA has agreed to purchase up to $25 million in aggregate gross purchase price of newly issued fully paid shares of our
common stock from time to time subject to the limits and the conditions of the 2024 SEPA. As of December 31, 2025,
approximately $6.2 million had been drawn on the 2024 SEPA. On March 24, 2026, the Company entered into the 2026 SEPA
with YA. In accordance with the terms of the 2026 SEPA, YA has agreed to purchase up to an aggregate of $250.0 million of
shares of common stock (the “2026 SEPA Shares”) from time to time subject to the limits and the conditions of the 2026 SEPA.
For the three and six months ended June 30, 2026, 10,237,605 shares of common stock were issued to YA pursuant to the 2024
SEPA for aggregate net proceeds of approximately $18.9 million.

• In July 2025, we entered into a securities purchase agreement pursuant to which we received gross proceeds of $5.0 million from
a public offering of common stock. In connection with this offering, we issued warrants, and as of December 31, 2025, we
received approximately $10.0 million in gross proceeds from the exercise of such warrants.

• In December 2025, we entered into a securities purchase agreement pursuant to which we received gross proceeds of
approximately $32.0 million from a public offering of common stock.

For the remainder of 2026, we plan to continue funding operations, including operating deficits, from operating cash flows and cash flow
debt and equity financings, including the ATM Agreement, 2026 SEPA, additional borrowings, and others to be closed as needed
consistent with management’s plans.

The Company is dependent on generating profitable operations in the future and/or obtaining the necessary financing to meet its
obligations and repay its liabilities arising from normal business operations when they come due. In the near term, management is
evaluating and implementing different strategies to obtain financing to fund the Company’s expenses and growth to achieve a level of
revenue adequate to support the Company’s current cost structure. Financing strategies may include, but are not limited to, stock
issuances, project level equity, debt borrowings, partnerships and/or collaborations. If the Company is unable to meet its financial
obligations, it could be forced to restructure or refinance, seek additional equity capital or sell its assets. The Company might then be
unable to obtain such financing or capital or sell its assets on
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satisfactory terms. There can be no assurance that additional financing will be available to the Company when needed or, if available, that
it can be obtained on commercially reasonable terms. If the Company is not able to obtain the additional financing on a timely basis, if and
when it is needed, it will be forced to delay or scale down some or all of its development activities or perhaps even cease the operation of
its business.

Operating Activities

Net cash used in operations was approximately $11.6 million during the six months ended June 30, 2026. The Company had a net loss for
the six months ended June  30, 2026 of approximately $40.5 million. Non-cash items mainly included approximately $5.5 million of
depreciation expense, $4.8 million of amortization expenses, $19.7 million of stock compensation expenses, and $4.2 million of loss on
extinguishment of debt. The other non-cash items were not material. The change in asset and liabilities of $7.0 million mainly relates to
increases in prepaid expenses and other current assets of $1.8 million in relation to prepaid utility expense for Project Kati 1, and timing of
energy deposits, in addition to a decrease in accounts payable of $2.5 million related to payment of invoices, and a decrease in accrued
expenses of $3.7 million mainly related to payment of legal and professional fees, and salary bonuses. The other changes in assets and
liabilities were not material.

Net cash used by operations was approximately $1.3 million during the six months ended June 30, 2025. The Company had a net loss for
the six months ended June 30, 2025 of approximately $15.1 million. Non-cash items included approximately $3.1 million of depreciation
expense, and $4.7 million of amortization expenses, and $3.8 million of stock compensation expenses. These non-cash items were offset
with a deferred tax benefit of $1.1 million and gain on extinguishment of debt of approximately $551 thousand. The change in asset and
liabilities of $3.3 million mainly relates to decrease in other long-term assets of $1.6 million in relation to receipt of Briscoe deposit in
January 2025 and $1.0 million in relation to increase in interest payable in relation to NYDIG loan and Galaxy loan. The other changes in
assets and liabilities of approximately $700 thousand mainly related to increase in customers deposits and accounts payable related to
timing and billing amounts of invoices, offset with payment made to HPE in January.

Investing Activities

Net cash used in investing activities during the six months ended June 30, 2026 was approximately $65.1 million consisting mainly of the
Briscoe acquisition costs, net of cash acquired of approximately $51.4 million, capital expenditures of $9.5 million, which consist of
additions to property, plant, and equipment mainly for Project Kati 1 offset with transfers from deposits on equipment, and $4.1 million
deposit on equipment purchases.

Net cash used in investing activities during the six months ended June  30, 2025 was approximately $8.3 million consisting mainly of
capital expenditures and deposits on equipment for D2.
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Financing Activities

(Dollars in thousands)

Six Months Ended
June 30,

2026 2025

Gross
Proceeds Reductions Net Proceeds

Gross
Proceeds Reductions Net Proceeds

ATM and SEPA $ 136,170  $ (3,777) $ 132,393  $ 4,189  $ (138) $ 4,051 
Debt issuance and principal
payments/ debt financing costs 24,500  (18,026) 6,474  5,269  (3,275) 1,994 
Contributions from non-
controlling interest 10,918  —  10,918  11,852  —  11,852 
Distributions to non-controlling
interest —  (5,705) (5,705) —  (3,575) (3,575)
Proceeds from warrant exercises 2,553  —  2,553  —  —  — 
Payment on Series B dividend —  (2,058) (2,058) —  —  — 
Payment on finance lease liability —  (113) (113) —  —  — 
Payment on cost to acquire stock —  (131) (131) —  —  — 
Purchase of membership interest
of Dorothy 1A and Dorothy 1B —  (25,266) (25,266) —  —  — 
Net cash provided by financing
activities $ 174,141  $ (55,076) $ 119,065  $ 21,310  $ (6,988) $ 14,322 

Net cash provided by financing activities was approximately $119.1 million for the six months ended June 30, 2026 consisting of net
proceeds from the 2024 SEPA and ATM of approximately $132.4 million, proceeds from debt of approximately $24.5 million, related to
the Yorkville promissory note of $12.0 million and Generate Tranche C loan of $12.5 million entered into the second quarter of 2026, in
addition to contributions from SLC for non-controlling interest of Project Kati 1 of $10.9 million. The net cash provided by financing
activities was offset mainly with payments on debt of approximately $18.0 million to the Green Cloud Note, Generate debt, Galaxy
principal debt costs, and Yorkville promissory note, the purchase of membership interest of D1A and D1B of approximately $25.3 million,
non-controlling membership distributions to SLC and Navitas of approximately $5.7 million, and payment of the Series B dividend of
approximately $2.1 million.

Net cash provided by financing activities was approximately $14.3 million for the six months ended June 30, 2025 consisting mainly of
$5.3 million of debt issuance proceeds, $4.1 million of net proceeds from 2024 SEPA draws and ATM Agreement settlements, and $11.9
million of contributions from non-controlling interest, offset with cash distributions to non-controlling interest members of approximately
$3.6 million and payments on debt and deferred financing costs of approximately $3.3 million to the Green Cloud Note, CloudCo
Additional Secured Loan, Navitas term loan, and for deferred financing costs.
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Debt

The following balances are presented net of unamortized debt issuance costs of approximately $4.8 million and $2.9 million as of June 30,
2026 and December 31, 2025, respectively.

June 30, 2026
December 31,

2025
(Dollars in thousands)

Generate loan $ 23,145  $ 13,926 
Green Cloud Note 6,014  7,473 
Galaxy Loan 3,960  4,283 
Equipment loan —  1,075 

Total Debt $ 33,119  $ 26,757 

Generate loan

On September 12, 2025, the Company caused its subsidiaries Soluna DVSL ComputeCo, LLC (“Dorothy 1A Borrower”), Soluna DVSL II
ComputeCo, LLC (“Dorothy 2 Borrower”), and Soluna KK I ComputeCo, LLC (“Tranche B Borrower” and collectively with Dorothy 1A
Borrower and Dorothy 2 Borrower, the “Borrowers”) to enter into a Credit and Guaranty Agreement (the “Credit Agreement”) with
Generate Lending, LLC, as administrative agent and collateral agent (the “Agent”), and Generate Strategic Credit Master Fund I-A, L.P.
(the “Lender”). The Credit Agreement provides for senior secured term loan commitments in an aggregate principal amount of up to $35.5
million, comprised of (i) Tranche A-1 ($5.5 million), (ii) Tranche A-3 ($11.5 million), and (iii) Tranche B ($18.5 million). In addition, the
Credit Agreement permits the Borrowers to request one or more Additional Tranche Loan Commitments (as defined in the Credit
Agreement), in the aggregate amount of up to $64.5 million, subject to the approval of the Lender and the Agent, for project-level
financing of eligible projects. On April 1, 2026, in connection with the Briscoe Project Acquisition, the Company caused the Existing
Borrowers and the Tranche C Borrower (collectively, the “Borrowers”) to enter into Consent and Amendment No. 1 to the Credit
Agreement and Amendment No. 1 to the Pledge Agreement (the “Amendment”, and the Credit Agreement, as amended by the
Amendment, the “Amended Credit Agreement”) with the Agent and the Lender. The Amendment became effective on April 1, 2026 (the
“First Amendment Effective Date”). Among other changes, the Amendment: (i) adds the Tranche C Borrower as a new borrower and
guarantor; (ii) establishes Tranche C loan
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commitments of $12.5 million to finance the Briscoe Project Acquisition and adjusts the Tranche B loan commitments to be changed from
$18.5 million to $6.0 million ; (iii) adds the Briscoe Project Company as a guarantor following the acquisition; and (iv) includes the
Briscoe Project as a new project under the Amended Credit Agreement. As of June 30, 2026, the Borrowers borrowed approximately $29.5
million under the Credit Agreement, comprised of Tranche A-1 loans, Tranche A-3 loans, and Tranche C loans. The Company can draw
upon Tranche B from September 12, 2025 until October 31, 2026, subject to the conditions set forth in the Credit Agreement. The maturity
date for the Tranche A, Tranche B, and Tranche C loans is the earlier of (i) payment of outstanding principal, interest, and fees and (ii)
September 12, 2030. Additional Tranche Loan Commitments will have maturity dates as set forth in their respective amendments to the
Credit Agreement. As of June  30, 2026, the outstanding principal balance is approximately $27.5 million. On August 7, 2026, the
Borrowers entered into the Limited Waiver, Consent, and Amendment No. 3 to Credit Agreement with Generate Lending, LLC (the
"August 2026 Amendment") under which the Debt Service Coverage Ratio and the Forward Contracted DSCR were not required to be
calculated for the June 30, 2026 measurement date. As a result of the August 2026 Amendment, no default or event of default occurred or
is continuing under the Amended Credit Agreement, and no cross-default or cross-acceleration provision under the Company's other
financing arrangements was triggered. The August 2026 Amendment is limited to the June 30, 2026 measurement date; covenant testing
resumes with the September 30, 2026 measurement date. The effectiveness of the August 2026 Amendment was conditioned upon the
prepayment described below, which occurred on August 10, 2026. As of the date of these condensed consolidated financial statements, the
Company is in compliance with all other covenants under the Amended Credit Agreement.

On August 10, 2026, subsequent to the balance sheet date, Soluna DVSL ComputeCo, LLC and Soluna DVSL II ComputeCo, LLC
prepaid in full the Tranche A-1 Loans and Tranche A-3 Loans, respectively, in the aggregate total prepayment amount of approximately
$19.1 million, inclusive of accrued and unpaid interest, the applicable prepayment premium of $3.9 million, $15.2 million of the
outstanding principal balance and all other amounts then due under the Amended Credit Agreement. Following the prepayment, the
Forward Contracted DSCR requirement no longer applies to these borrowers; the related pledges and security interests will not be released
until the Debt Termination Date under the Amended Credit Agreement.

Because the Forward Contracted DSCR gives no credit to uncontracted revenues, the Company has concluded it is probable the Borrowers
will not satisfy the covenant at measurement dates within the twelve months following June 30, 2026 absent additional contracted
revenues or an amendment to the Amended Credit Agreement, and the August 2026 Amendment does not extend the Company's covenant
relief for more than one year from the balance sheet date. Accordingly, the Company classified the entire $27.5 million of gross principal
outstanding under the Amended Credit Agreement, net of related unamortized deferred financing costs and debt discount of $4.4 million,
within the current portion of debt in the condensed consolidated balance sheet as of June 30, 2026. This includes the Tranche A-1 and
Tranche A-3 Loans, which were prepaid in full in August 2026 as described above.

Galaxy Loan

On March 12, 2025, the SW Borrower, a Delaware limited liability company and subsidiary of SW Holdings, itself a subsidiary of SDI, a
Nevada corporation and wholly owned subsidiary of the Company, entered into the Galaxy Loan Agreement with SW Holdings and
Galaxy. The Galaxy Loan Agreement provides for a term loan facility in the principal amount of $5.0 million (the “Term Loan Facility”).
The Term Loan Facility bears interest at a rate of 15.0% per annum, subject to an increase of 5.0% (for a total of 20.0%) in the event an
Event of Default has occurred and is continuing. The Term Loan Facility matures on March 12, 2030 and includes scheduled payments
over a five-year term. As of June 30, 2026, the outstanding principal balance is approximately $4.2 million as we were compliant with all
Galaxy Loan debt covenants.

Green Cloud Note

On June 20, 2024, pursuant to the terms and subject to the conditions of a Note Purchase Agreement (the "June SPA") by and among (i)
Soluna AL CloudCo, LLC, a Delaware limited liability company ("CloudCo") and indirect wholly owned subsidiary of the Company, (ii)
Soluna Cloud, Inc., a Nevada corporation, indirect wholly owned subsidiary of the Company, and parent of CloudCo ("Soluna Cloud"),
(iii) the Company and (iv) the accredited investor named therein (the "Investor"), CloudCo issued to the Investor a secured promissory
note in a principal amount equal to $12.5 million (the “Green Cloud Note”). The Green Cloud Note accrues interest at a rate 9.0% per
annum, subject to adjustment upon an event of default. The Green Cloud Note matures on June 20, 2027. In relation to the Green Cloud
Note, as of June 30, 2026, the Company had an outstanding principal balance of approximately $6.2 million.
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Equipment Loan

On May 16, 2024, the SL Borrowing – 1, LLC, an affiliate of the Company (the “SDI Borrower"), entered into a loan (the "Equipment
Loan Agreement" and the "Loan") with Soluna2 SLC Fund II Project Holdco LLC (the "Lender"). The Equipment Loan Agreement
provides for the SDI Borrower to borrow, from time to time, up to $4.0 million, as further amended on February 28, 2025, to be used to
purchase necessary equipment for the progression of D2 and Project Kati. Any loans made under the Equipment Loan Agreement have a
maturity date of May 16, 2027 and bear interest at a rate of 15% per annum. The Equipment Loan Agreement includes customary
covenants for loans of this nature, as well as a multiple on invested capital provision ("MOIC"), which requires us to pay, in addition to
principal and interest, an amount equal to the difference of (i) the greater of (a) the principal amount of the Loan being repaid plus all
interest previously paid or simultaneously being paid to Lender in respect of such principal of the Loan, and (b) the principal amount of
the Loan being repaid multiplied by three, minus (ii) the sum of the principal amount of the Loan being repaid plus all interest previously
paid or simultaneously being paid to Lender in respect of such principal of the Loan. On October 1, 2025, the Borrower, and Soluna2 Kati
Project Holdco LLC ("Kati Lender"), entered into a borrowing request of $1.1 million to cover the purchase of land to support
construction of Project Kati Phase 2 under the terms of the Equipment Loan Agreement. For the land purchase, the MOIC payment was
revised to replace 3.00x with 1.00x. The $1.1 million was paid in June 2026, and there is no outstanding balance as of June 30, 2026.

Critical Accounting Policies and Significant Judgments and Estimates

The above discussion and analysis of our financial condition and results of operations is based upon our consolidated financial statements,
which have been prepared in accordance with accounting principles generally accepted in the United States of America. Note 2,
Accounting Policies, to the consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31, 2025
includes a summary of our most significant accounting policies. There have been no material changes to the critical accounting policies
previously disclosed in our Annual Report on Form 10-K for the year ended December 31, 2025. The preparation of these condensed
consolidated financial statements requires management to make estimates and judgments that affect the reported amounts of assets,
liabilities, revenues, expenses, and related disclosure of assets and liabilities. On an ongoing basis, we evaluate our estimates and
judgments, including those related to revenue recognition, income taxes, fair value measurements, and stock-based compensation. We base
our estimates on historical experience and on various other factors that we believe are reasonable under the circumstances, the results of
which form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates under different assumptions or conditions. Periodically, our management reviews
our critical accounting estimates with the Audit Committee of our Board of Directors.

Statement Concerning Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of
1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934 (the "Exchange Act"). Any statements
contained in this Form 10-Q that are not statements of historical fact may be forward-looking statements. When we use the words
“anticipate,” “estimate,” “plans,” “projects,” “continuing,” “ongoing,” “expects,” “management believes,” “we believe,” “we intend,”
“should,” “could,” “may,” “will” and similar words or phrases, we are identifying forward-looking statements. Such forward-looking
statements include, but are not limited to, statements regarding:

• the availability of financing opportunities, risks associated with economic conditions, dependence on management and conflicts
of interest;

• the ability to service debt obligations and maintain flexibility in respect of debt covenants;

• economic dependence on regulated terms of service and electricity rates;

• the speculative and competitive nature of the technology sector;

• ability of the Company to attract and retain hosted customers for its hosting operations;

• dependency in continued growth in blockchain and cryptocurrency usage;

• lawsuits and other legal proceedings and challenges;
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• conflict of interests with directors and management;

• government regulations;

• the anticipated benefits and integration of the Briscoe Wind Farm acquisition that occurred on April 1, 2026;

• the ability of the Company to construct and complete the anticipated expansion of its data centers; and

• other risks and uncertainties discussed under the heading “Risk Factors” in this Quarterly Report on Form 10-Q and in our
Annual Report on Form 10-K for the fiscal year ended December 31, 2025.

Forward-looking statements speak only as of the date they are made. You should not put undue reliance on any forward-looking
statements. We assume no obligation to update forward-looking statements to reflect actual results, changes in assumptions, or changes in
other factors affecting forward-looking information, except to the extent required by applicable securities laws. If we do update one or
more forward-looking statements, no inference should be drawn that we will make additional updates with respect to those or other
forward-looking statements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Not applicable.

Item 4. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our reports under
the Exchange Act, and the rules and regulations thereunder, is recorded, processed, summarized and reported within the time periods
specified in the SEC’s rules and forms and that such information is accumulated and communicated to our management, including our
principal executive officer and principal financial officer, as appropriate, to allow for timely decisions regarding required disclosure. In
designing and evaluating the disclosure controls and procedures, management recognizes that any controls and procedures, no matter how
well designed and operated, can provide only reasonable assurance of achieving the desired control objectives, and management is
required to apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures.

As required by Rule 13a-15(b) under the Exchange Act, our management, under the supervision and with the participation of our principal
executive officer and principal financial officer, has evaluated the effectiveness of the design and operation of our disclosure controls and
procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of June  30, 2026. Based on such
evaluation, our principal executive officer and principal financial officer have concluded that, as of June 30, 2026, our disclosure controls
and procedures were not effective at the reasonable assurance level due to the following material weakness:

Material Weakness in Internal Control and Plan for Remediation

As disclosed in our Annual Report on Form 10-K for the year ended December 31, 2025, management identified a material weakness in
our internal control over financial reporting that remained open as of June  30, 2026 related to control activities over balance sheet
classification and presentation. Specifically, errors were identified related to (i) the classification of current and long-term debt, (ii) a lease
classification and valuation, and (iii) an overstatement in deposits on equipment and current liabilities.

Remediation:

Our Board of Directors and management take internal control over financial reporting and the integrity of our financial statements
seriously. Management continues to work to improve its controls related to our material weakness. The remediation actions include: (i)
enhancing design and documentation related to complex transactions and control activities, and (ii) developing robust review procedures
to ensure the proper recording and reporting of the complex transactions. To achieve the timely implementation of the above, management
has commenced the following action and will continue to assess additional opportunities for remediation on an ongoing basis:
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• Implement more robust internal policies and procedures relating to balance sheet presentations, with a specific focus on
establishing reliable controls over lease accounting to ensure the accuracy of financial reporting.

The material weakness cannot be considered remediated until the applicable remedial controls operate for a sufficient period of time and
management has concluded, through testing, that these controls are operating effectively. Therefore, to remediate our existing material
weakness, we require additional time to complete the implementation and testing of our remediation plans and demonstrate the
effectiveness of our remediation efforts.

We cannot provide any assurance that these remediation efforts will be successful or that our internal control over financial reporting will
be effective as a result of these efforts. In addition, we continue to evaluate and work to improve our internal control over financial
reporting related to the identified material weakness, and management may determine to take additional measures to address control
deficiencies or determine to modify the remediation plan described above. We believe as of June  30, 2026, our condensed financial
statements are fairly stated in all material respects in accordance with generally accepted accounting principles in the United States of
America.

(b) Changes in Internal Control Over Financial Reporting

Other than the remediation efforts that are in process, there have been no changes in our internal control over financial reporting, as such
term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act, during our fiscal quarter ended June  30, 2026 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

At any point in time, we may be involved in various lawsuits or other legal proceedings. Such lawsuits could arise from the sale of
products or services or from other matters relating to our regular business activities, compliance with various governmental regulations
and requirements, or other transactions or circumstances.

Item 1A. Risk Factors

Part II, Item 1A (Risk Factors) of our most recently filed Annual Report on Form 10-K with the SEC, filed on March 30, 2026, sets forth
information relating to important risks and uncertainties that could materially adversely affect our business, financial condition and
operating results. There have been no material changes to our risk factors disclosed in our most recently filed Annual Report on Form 10-
K, except for the items discussed below. Those risk factors continue to be relevant to an understanding of our business, financial condition
and operating results, however, and, accordingly, you should review and consider such risk factors in making any investment decision with
respect to our securities.

We have concluded that non-compliance with the forward-looking financial covenant under our project-level credit facility is probable
at upcoming measurement dates, and the relief we have obtained is limited and temporary.

Soluna DVSL ComputeCo, LLC, Soluna DVSL II ComputeCo, LLC, Soluna KK I ComputeCo, LLC, and, following the Briscoe Project
Acquisition, the Tranche C Borrower (collectively, the “Borrowers”) are parties to a Credit and Guaranty Agreement with Generate
Lending, LLC, as administrative and collateral agent, and Generate Strategic Credit Master Fund I-A, L.P., as lender (as amended, the
“Amended Credit Agreement”), which requires the Borrowers to maintain (i) a minimum trailing Debt Service Coverage Ratio of
1.60:1.00 and (ii) a minimum Forward Contracted DSCR of 1.20:1.00. The Forward Contracted DSCR gives credit only to revenue under
executed customer contracts; merchant revenue and other revenue we anticipate but have not yet contracted — including revenue we may
reasonably expect from prospective or pipeline customers — is assigned no value in the calculation. Because of this design, we concluded
that it is probable the Borrowers will fail to satisfy the Forward Contracted DSCR at one or more measurement dates during the twelve
months following June 30, 2026, absent new customer contracts or a further amendment to the Amended Credit Agreement.

On August 7, 2026, the Borrowers entered into a limited waiver, consent and amendment (the “August 2026 Amendment”) under which
the DSCR and Forward Contracted DSCR were not required to be calculated for the June 30, 2026 measurement date. This relief is
narrow: it applies only to that single test date, does not extend for more than one year from the balance sheet date, and covenant testing
resumes at the September 30, 2026 measurement date. The effectiveness of the August 2026 Amendment was conditioned on our
prepaying in full the Tranche A-1 and Tranche A-3 Loans, which we did
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on August 10, 2026 for an aggregate amount of approximately $19.1 million, including a $3.9 million prepayment premium. Following
that prepayment, the Forward Contracted DSCR no longer applies to the Dorothy 1A and Dorothy 2 borrowers. However, the Forward
Contracted DSCR continues to apply to the Tranche C Loan, which financed our April 1, 2026 acquisition of the Briscoe Wind Farm and
had approximately $9.6 million outstanding, net of debt discount and issuance costs, immediately following the prepayment.

A failure to satisfy the Forward Contracted DSCR that is not remedied within five days constitutes an event of default under the Amended
Credit Agreement. Following an uncured event of default, the lender may declare all outstanding principal and accrued interest
immediately due and payable and exercise other remedies, including foreclosing on the first-priority liens securing the facility. Such a
default could also trigger cross-default provisions under our other financing arrangements. We can provide no assurance that we will
obtain sufficient new contracted revenue before the September 30, 2026 measurement date, that our lender will grant a further waiver, or
that we will be able to negotiate an amendment on acceptable terms or at all. Because we concluded that future compliance was not
probable, we classified the entire $27.5 million of gross principal outstanding under the Amended Credit Agreement as a current liability
on our condensed consolidated balance sheet as of June 30, 2026, which may affect how investors, analysts and counterparties assess our
financial condition and liquidity.

Our acquisition of the Briscoe Wind Farm has introduced a new merchant power generation business that exposes us to operating and
market risks that are not present in, and are not addressed by the risk factors applicable to, our historical Bitcoin mining and data
center hosting businesses.

On April 1, 2026, we acquired 100% of the membership interests in Briscoe Wind Farm, LLC, an approximately 150 MW, 81-turbine wind
generation facility located in Briscoe and Floyd Counties, Texas, which exposes us to the following risks:

• Wholesale power price and curtailment risk. Briscoe sells power into the wholesale market at its nodal settlement point and, for a
portion of output, under a Power Purchase Agreement with Golden Spread Electric Cooperative, Inc. The balance of Briscoe’s
output is exposed to merchant ERCOT prices, which are volatile and can be negative. Briscoe has experienced negative nodal
pricing as a result of severe congestion on transmission lines within the ERCOT West Hub region, meaning that at times we may
be required to pay to deliver power rather than being paid for it, or may curtail generation, either of which would reduce Wind
Energy Generation revenue.

• Wind resource variability. Revenue from this business depends on wind conditions at a single site. Wind resource varies
seasonally and from year to year in ways that are difficult to predict, and periods of below-average wind would reduce generation
and revenue with no offsetting contractual protection.

• Turbine operations and maintenance cost volatility. At closing, 10 of the facility’s 81 turbines were not operating, and we
initiated gearbox and main bearing repairs that continued into the third quarter of 2026. We recognized approximately $1.5
million of scheduled and unscheduled turbine and facility maintenance costs during the period, and operations and maintenance
costs at Briscoe may vary significantly and unpredictably from period to period, including as a result of unplanned equipment
failures.

• Single-asset operational concentration. Unlike our data center portfolio, which is diversified across multiple sites, our wind
energy generation business is concentrated entirely in the Briscoe facility. Any operational disruption, casualty loss, transmission
outage, adverse weather event, or unfavorable regulatory development affecting that single facility would affect the entirety of
this revenue stream, with no diversification across other generating assets to offset it.

• Decommissioning obligations. We are contractually obligated to remove the wind energy facility and restore the leased sites upon
expiration of the underlying land leases. We recorded an asset retirement obligation of approximately $3.6 million at acquisition
(approximately $3.7 million as of June 30, 2026, after accretion), representing management’s current estimate of future removal
and restoration costs based on an independent decommissioning study. Actual decommissioning costs may differ materially from
this estimate as a result of changes in regulation, engineering or technology, permitting requirements, inflation, or other factors,
and could be higher than currently estimated.

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

None.

Item 3. Defaults Upon Senior Securities

None.
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Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

Rule 10b5-1 Trading Arrangements and Non-Rule 10b5-1 Trading Arrangements

During the fiscal quarter ended June 30, 2026, none of our officers or directors, as those terms are defined in Rule 16a-1(f), adopted or
terminated a “Rule 10b5-1 trading arrangement” or a “non-Rule 10b5-1 trading arrangement,” as those terms are defined in Item 408 of
Regulation S-K.

2026 Annual Meeting of Stockholders

On August 11, 2026, our Board of Directors determined that our 2026 Annual Meeting of Stockholders (the “2026 Annual Meeting”) will
be held on Friday, October 16, 2026 and that the record date for the determination of stockholders of the Company entitled to receive
notice of and to vote at the 2026 Annual Meeting shall be the close of business on August 21, 2026. The time and location of the 2026
Annual Meeting will be as set forth in the Company’s definitive proxy statement for the 2026 Annual Meeting to be filed with the SEC.

Due to the fact that the date of the 2026 Annual Meeting has been changed by more than 30 days from the anniversary date of the 2025
Annual Meeting of Stockholders, the Company is providing the due date for submission of any qualified stockholder proposal or qualified
stockholder nominations.

Stockholders of the Company who wish to have a proposal considered for inclusion in the Company’s proxy materials for the 2026 Annual
Meeting pursuant to Rule 14a-8 under the Exchange Act must ensure that such proposal is received by the Company’s Secretary at 325
Washington Avenue Extension, Albany, New York 12205, on or before the close of business on August 23, 2026 which the Company has
determined to be a reasonable time before it expects to begin to print and send its proxy materials in accordance with Rule 14a-5(f) and
Rule 14a-8(e) under the Exchange Act. Any such proposal must also meet the requirements set forth in the rules and regulations of the
SEC in order to be eligible for inclusion in the proxy materials for the 2026 Annual Meeting.

In addition, to comply with the universal proxy rules, stockholders who intend to solicit proxies in support of director nominees other than
our nominees must provide notice that sets forth the information required by Rule 14a-19 under the Exchange Act by August 23, 2026.

Limited Waiver, Consent, and Amendment No. 3 to Credit Agreement

On August 7, 2026, the Borrowers and the Administrative Agent, on behalf of the lenders, entered into a Limited Waiver, Consent, and
Amendment No. 3 to the Credit Agreement ("Amendment No. 3"). Amendment No. 3 amended the financial covenants in the Credit
Agreement to provide that neither the Debt Service Coverage Ratio nor the Forward Contracted DSCR was required to be tested for the
June 30, 2026 measurement date. The effectiveness of Amendment No. 3 was conditioned upon the prepayment in full of the Tranche A-1
and Tranche A-3 Loans described below, which occurred on August 10, 2026. Amendment No. 3 also waived certain administrative
matters, including the timing of delivery of the April 2026 monthly operating statement, the timing of funding of the maintenance reserve
account and the timing of termination of certain legacy bank accounts, and extended the deadline to satisfy certain real estate post-closing
obligations relating to the Briscoe Wind Farm to October 15, 2026. As a result of Amendment No. 3 and the prepayment, no default or
event of default has occurred or is continuing under the Amended Credit Agreement, and no cross-default or cross-acceleration provision
under the Company's other financing arrangements has been triggered.

As amended, the Credit Agreement requires (i) a Debt Service Coverage Ratio of not less than 1.60:1.00, measured quarterly with respect
to completed projects in the aggregate, excluding the Dorothy 1A and Dorothy 2 projects following the prepayment, with the Briscoe
project first subject to testing on the quarterly measurement date of September 30, 2026; and (ii) a Forward Contracted DSCR of not less
than 1.20:1.00, measured quarterly, from which the Briscoe project is excluded and, following the prepayment, the Dorothy 1A and
Dorothy 2 projects are also excluded. Notwithstanding the prepayment, the Dorothy 1A Borrower and the Dorothy 2 Borrower remain
parties to the Credit Agreement, and the pledges and security interests granted with respect to those borrowers will not be released until the
termination of the Credit Agreement.
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Item 6. Exhibits

Exhibit No. Description

3.1 Certificate, Amendment, or Withdrawal of Designation, relating to the Series B Convertible Preferred Stock, filed with the
Secretary of State of Nevada on June 23, 2026 (incorporated by reference to the Company's Current Report on Form 8-K
filed with the SEC on June 25, 2026)

4.1 Form of Pre-Funded Warrant (incorporated by reference to the Company's Current Report on Form 8-K filed with the SEC
on April 3, 2026)

4.2 Form of Common Warrant 1 (incorporated by reference to the Company's Current Report on Form 8-K filed with the SEC
on April 3, 2026)

4.3 Form of Common Warrant 2 (incorporated by reference to the Company's Current Report on Form 8-K filed with the SEC
on April 3, 2026)

4.4 Promissory Note, dated April 15, 2026, issued by the Company and payable to YA II PN, LTD (incorporated by reference
to the Company's Current Report on Form 8-K filed with the SEC on April 17, 2026)

4.5 Form of Warrant (incorporated by reference to the Company's Current Report on Form 8-K filed with the SEC on April
17, 2026)

10.1 **^ Membership Interest Purchase Agreement, dated April 1, 2026, by and among Soluna DV Wind SponsorCo, LLC, Briscoe
Wind Project Holdings I, LLC, JPM Capital Corporation and Morgan Stanley Wind LLC (incorporated by reference to the
Company's Current Report on Form 8-K filed with the SEC on April 3, 2026)

10.2 **^ Consent and Amendment No. 1 to the Credit Agreement and Amendment No. 1 to the Pledge Agreement dated April 1,
2026, by and among the Company and the parties thereto. (incorporated by reference to the Company's Current Report on
Form 8-K filed with the SEC on April 3, 2026)

10.3 Amended and Restated Registration Rights Agreement, dated April 2, 2026 between the Company and Generate Strategic
Credit Master Fund I-B, L.P. (incorporated by reference to the Company's Current Report on Form 8-K filed with the SEC
on April 3, 2026)

10.4 Membership Interests Purchase Agreement, dated April 15, 2026, by and among Soluna SLC Fund I Projects Holdco LLC,
Soluna Digital Inc. and Soluna DVSL JVCo, LLC. (incorporated by reference to the Company's Current Report on Form
8-K filed with the SEC on April 17, 2026)

10.5 Securities Purchase Agreement, dated April 15, 2026, by and between the Company and YA II PN, LTD (incorporated by
reference to the Company's Current Report on Form 8-K filed with the SEC on April 17, 2026)

10.6 Guaranty made by Soluna Wind Holding, Inc. in favor of YA II PN, LTD., dated April 15, 2026 (incorporated by reference
to the Company's Current Report on Form 8-K filed with the SEC on April 17, 2026)

10.7 Membership Interests Purchase Agreement, dated May 19, 2026, by and among Soluna Digital, Inc., Navitas West Texas
Investments SPV, LLC, Navitas Advisors, LLC, and Soluna DV Computeco, LLC (incorporated by reference to the
Company's Current Report on Form 8-K filed with the SEC on May 20, 2026)

10.8 Limited Liability Company Agreement, dated June 3, 2026, between Soluna HPC KK II HoldCo, LLC and DC Kati
Venture LLC (incorporated by reference to the Company's Current Report on Form 8-K filed with the SEC on June 9,
2026)

10.9 Limited Waiver, Consent, and Amendment No. 3 to Credit Agreement between Soluna and Generate Lending, LLC, dated
August 6, 2026

31.1 Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
31.2 Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
32.1 Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
32.2 Certification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
101.INS* Inline XBRL Instance Document
101.SCH* Inline XBRL Taxonomy Extension Schema Document
101.CAL* Inline XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF* Inline XBRL Taxonomy Definition Linkbase Document
101.LAB* Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE* Inline XBRL Taxonomy Extension Presentation Linkbase Document
104 Cover Page Interactive Data File (embedded within the Inline XBRL document)

All other exhibits for which no other filing information is given are filed herewith.

* Submitted electronically herewith. Attached as Exhibit 101 are the following materials from the Company’s Quarterly Report on Form
10-Q for the quarter ended June 30, 2026, formatted in eXtensible Business Reporting Language (XBRL) and tagged as blocks of text and
including detailed tags: (i) Condensed Consolidated Balance Sheets at June 30, 2026 and December 31, 2025; (ii) Condensed Consolidated
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Statements of Operations for the Three and Six Months Ended June 30, 2026 and 2025; (iii) Condensed Consolidated Statements of Cash
Flows for the Six Months Ended June 30, 2026 and 2025; and (iv) related notes.
** Annexes, schedules and/or exhibits have been omitted pursuant to Item 601(a)(5) of Regulation S-K. The Company hereby undertakes
to furnish supplementally a copy of any of the omitted schedules and exhibits to the SEC on a confidential basis upon request.
^ The Company has omitted portions of the referenced exhibit pursuant to Item 601(b) of Regulation S-K, because they (a) are not
material and (b) are the type that the Company treats as private or confidential.
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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.

Soluna Holdings, Inc.

Date August 13, 2026 By: /s/ John Belizaire

John Belizaire
Chief Executive Officer

By: /s/ Michael Picchi

Michael Picchi
Chief Financial Officer

88



Limited Waiver, Consent, and Amendment No. 3 to Credit Agreement

This LIMITED WAIVER, CONSENT, AND AMENDMENT NO. 3 TO CREDIT AGREEMENT dated
as of August 6, 2026 (this “Consent and Amendment”), is among SOLUNA DVSL COMPUTECO, LLC, a
Delaware limited liability company (“Dorothy 1A Borrower”), SOLUNA DVSL II COMPUTECO, LLC, a
Delaware limited liability company (“Dorothy 2 Borrower”), SOLUNA KK I COMPUTECO LLC, a Delaware
limited liability company (the “Tranche B Borrower”), and SOLUNA DV WIND SPONSORCO, LLC, a
Delaware limited liability company (the “Tranche C Borrower”, and together with the Dorothy 1A Borrower, the
Dorothy 2 Borrower and the Tranche B Borrower, the “Borrowers”); and GENERATE LENDING, LLC, as
administrative agent for the Lenders (in such capacity, together with its successors and assigns in such capacity, the
“Administrative Agent”) and as collateral agent for the Secured Parties (in such capacity, together with its
successors and assigns in such capacity, the “Collateral Agent”, and together with the Administrative Agent,
collectively, the “Agents” and each an “Agent”).

R e c i t a l s

A. WHEREAS, the Borrowers, the Agents and the Lenders are parties to that certain Credit and
Guaranty Agreement, dated as of September 12, 2025, as amended by that Amendment No. 1 to Credit and
Guaranty Agreement and Amendment No. 1 to Pledge Agreement, dated as of April 1, 2026, and as further
amended by that certain Limited Consent and Amendment No. 2 to Credit Agreement, dated as of May 11, 2026 (as
amended, restated, amended and restated, supplemented or otherwise modified from time to time pursuant to the
terms hereof, the “Credit Agreement”), pursuant to which the Lenders have made certain credit available to and on
behalf of the Borrowers.

B. WHEREAS, the Borrowers delivered the Monthly Operating Statement for April 2026 on June 12,
2026 and the Borrowers acknowledge that they have failed to deliver such Monthly Operating Statement within the
deadline of twenty (20) Business Days following the end of the applicable month, as set forth in Section 6.01(b)(ii)
of the Credit Agreement (the “April 2026 Monthly Operating Statement Failure”);

C. WHEREAS, the Borrowers acknowledge that they have failed to comply with their post-First
Amendment Date Obligations set forth in Section 6.27(d) of the Credit Agreement (the “Briscoe Real Estate Post-
Closing Failure”) and hereby request an additional extension until October 15, 2026 to satisfy all such obligations
(the “Briscoe Real Estate Post-Closing Extension”);

D. WHEREAS, the Borrowers acknowledge that (i) the Tranche C Borrower has failed to timely fund
the Maintenance Reserve Account, which funding occurred seven (7) days after the applicable deadline as set forth
in Section 6.27(c)(ii)(B) of the Credit Agreement (the “Maintenance Reserve Account Failure”), and (ii) the
Tranche C Borrower failed to cause the Bank of America Operating Accounts to be terminated by the required
deadline as set forth in Section 6.27(b) of the Credit Agreement as such termination occurred on May 26, 2026 (the
“Account Closure Failure”);

E. WHEREAS, the parties hereto desire to amend Section 6.22 of the Credit Agreement to provide that
no test of the Debt Service Coverage Ratio or the Forward Contracted



Debt Service Coverage Ratio shall be required with respect to the Quarterly Date of June 30, 2026 (the “June 2026
DSCR Amendment”);

F. WHEREAS, the Dorothy 1A Borrower and the Dorothy 2 Borrower intend to prepay the Tranche A-
1 Loans (in the total prepayment amount of $5,694,497.79) and the Tranche A-3 Loans (in the total prepayment
amount of $13,432,698.78), respectively, in full and including the Prepayment Premium and all other amounts then
due under the Credit Agreement, pursuant to Sections 3.02 and 3.04(c) of the Credit Agreement (the “Dorothy 1-A
and 2 Prepayment”);

G. WHEREAS, the Borrowers have requested, and the Administrative Agent (acting on behalf of the
Required Lenders) has agreed to, subject to the occurrence of the Dorothy 1-A and 2 Prepayment: (i) waive the
Briscoe Real Estate Post-Closing Failure (the “Briscoe Real Estate Post-Closing Waiver”) and consent to the
Briscoe Real Estate Post-Closing Extension, subject to the Borrowers complying with their obligations under
Section 6.27(d) by October 15, 2026, (ii) waive the April 2026 Monthly Operating Statement Failure (the “April
2026 Monthly Operating Statement Waiver”), waive the Maintenance Reserve Account Failure (the “Maintenance
Reserve Account Waiver”), and waive the Account Closure Failure (the “Account Closure Waiver”, and together
with the Briscoe Real Estate Post-Closing Waiver, the April 2026 Monthly Operating Statement Waiver, and the
Maintenance Reserve Account Waiver, the “Limited Waivers”), and (iii) effect the June 2026 DSCR Amendment;

H. WHEREAS, in connection with the Dorothy 1-A and 2 Prepayment, the Dorothy 1A Borrower and
the Dorothy 2 Borrower requested to deliver the applicable prepayment notice by no later than two (2) Business
Days prior to the date of the applicable prepayment, instead of five (5) Business Days prior to such date and the
Administrative Agent agreed to consent to this change (the “Dorothy 1-A and 2 Prepayment Notice Consent”); and

I. WHEREAS, pursuant to Section 11.01 of the Credit Agreement, the Administrative Agent is
authorized to execute this Consent and Amendment on behalf of the Required Lenders.

J. NOW, THEREFORE, in consideration of the premises and the mutual covenants herein contained,
for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto agree as follows:

Section 1. Defined Terms. Each capitalized term which is defined in the Credit Agreement, but which is
not defined in this Consent and Amendment, shall have the meaning ascribed to such term in the Credit Agreement,
as amended by this Consent and Amendment. Unless otherwise indicated, all section, exhibit and schedule
references in this Consent and Amendment refer to sections, exhibits or schedules of the Credit Agreement.

Section 2. Limited Waiver, Consent, and Amendment.

2.1 As of the Effective Date, subject to the conditions precedent set forth in Section 3 and in reliance
upon the representations, warranties and covenants of the Loan Parties contained in this Consent and Amendment,
the Administrative Agent (on behalf of the Required Lenders) hereby (a) grants the Limited Waivers and consents
to the Briscoe Real Estate Post-Closing Extension and the Dorothy 1-A and 2 Prepayment Notice Consent and (b)
agrees to the June 2026 DSCR Amendment as set forth in Section 2.4 below.

2.2 The foregoing Limited Waivers and the consents and amendments set forth herein shall be limited
precisely as written and relate solely to the waivers specified above and consents
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and amendments specified herein in the manner existing on the date hereof and not to any other change in facts or
circumstances occurring after the date hereof, or to any Defaults or Events of Default now existing or occurring
after the date hereof except as specifically and expressly described in this Section 2, and shall not in any way or
manner restrict the Collateral Agent or any other Secured Party from exercising any rights or remedies they may
have with respect to any other Default or Event of Default at any time in respect of this Consent and Amendment or
any other Loan Document. Nothing in this Consent and Amendment shall be deemed to (a) constitute a waiver of
compliance by any Borrower or any other Loan Party or any waiver, consent or amendment with respect to any
other term, provision or condition of the Credit Agreement or any other Loan Document, or any other instrument or
agreement referred to therein or prejudice any right or remedy that the Collateral Agent or any other Secured Party
may have or may in the future have, or (b) create any course of dealing or otherwise impair or prejudice any right
or remedy that the Collateral Agent or any other Secured Party may now have or may have in the future under or in
connection with the Credit Agreement or any other Loan Document, or any other instrument or agreement referred
to therein, with respect to any matter other than that which is specifically and expressly waived in this Section 2.

2.3 For the avoidance of doubt, (a) the Administrative Agent, on behalf of the Required Lenders, hereby
confirms that upon the Dorothy 1-A and 2 Prepayment, the Forward Contracted DSCR Requirement shall not apply
to the Dorothy 1A Borrower and Dorothy 2 Borrower; and (b) the parties hereby agree that the Dorothy 1A
Borrower and the Dorothy 2 Borrower and the pledges and security interests granted under the Credit Agreement in
connection with the Dorothy 1A Borrower and the Dorothy 2 Borrower shall not be released until the Debt
Termination Date pursuant to Section 6.1 of the Credit Agreement.

2.4 Sections 6.22(a) and 6.22(b) of the Credit Agreement are hereby amended and restated in their
entirety to read as follows (with additions to the existing text indicated by double-underlining):

“(a)    Debt Service Coverage Ratio. The Borrowers shall maintain, as of the last day of each Fiscal Quarter
tested initially on the Quarterly Date which is at least three (3) months following the Closing Date
(provided, no such test shall be required for the Fiscal Quarter ending June 30, 2026), with respect to all
Projects that have achieved Completion on a date that is three (3) or more months prior to the date of such
test, a Debt Service Coverage Ratio (measured with respect to all such Projects in the aggregate, excluding
the Dorothy 1-A Project and the Dorothy 2 Project) of not less than 1.60:1.00; provided, that, solely with
respect to the Briscoe Project and the Tranche C Borrower, the Debt Service Coverage Ratio covenant set
forth in this Section 6.22(a) shall not apply until the first Quarterly Date occurring after June 30, 2026 (such
period, the “Briscoe DSCR Exclusion Period”); provided, further, that the Dorothy 1-A Project and the
Dorothy 2 Project shall be excluded from calculations of the Debt Service Coverage Ratio on and after the
date all Loans with respect to such Projects have been prepaid.

(b)    Forward Contracted Debt Service Coverage Ratio. The Borrowers shall maintain, as of the last day of
each Fiscal Quarter tested initially on the Quarterly Date following the Completion Date for the applicable
Projects (except for the Briscoe Project and, after all Loans with respect to such Projects have been prepaid,
the Dorothy 1-A Project and the Dorothy 2 Project), a Forward Contracted Debt Service Coverage Ratio
(measured with respect to all such Projects in the aggregate (except for the Briscoe Project and, after all
Loans with respect to such Projects have been prepaid, the Dorothy 1-A Project and
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the Dorothy 2 Project)) of not less than 1.20:1.00. Notwithstanding the foregoing, this Section 6.22(b) shall
not apply with respect to the Tranche A Loans or Tranche B Loans with respect to the Quarterly Date of
March 31, 2026.”

Section 3. Conditions Precedent to Effective Date. The effectiveness of this Consent and Amendment is
subject to the satisfaction of each of the following conditions precedent (the date upon which all such conditions
are so satisfied is referred to herein as the “Effective Date”):

3.1 The Administrative Agent shall have received from each Borrower and the Administrative Agent, on
behalf of the Required Lenders, counterparts of this Consent and Amendment duly executed on behalf of such
Persons.

3.2 The Dorothy 1-A and 2 Prepayment shall have occurred (or shall occur substantially concurrently
with the occurrence of the Effective Date), together with all accrued and unpaid interest on the principal amount so
prepaid, plus the Prepayment Premium and all other amounts then due under the Credit Agreement, pursuant to
Sections 3.02 and 3.04(c) of the Credit Agreement.

3.3 For purposes of determining compliance with the conditions specified in this Section 3, pursuant to
its signature hereto, the Administrative Agent, on behalf of the Required Lenders, shall be deemed to have
consented to, approved or accepted or to be satisfied with, each document or other matter required hereunder to be
consented to or approved by or acceptable or satisfactory to the applicable Lender.

3.4 The Administrative Agent shall have received the fees, costs and expenses due and payable pursuant
to Section 11.04 of the Credit Agreement for which invoices have been presented to any Borrower prior to the
Effective Date.

Section 4. Representations and Warranties of the Borrowers. The Borrowers represent and warrant to
the Administrative Agent and the Lenders that, as of the date hereof, after giving effect to the effectiveness of this
Consent and Amendment:

4.1 No Default or Event of Default shall have occurred and be continuing or will result from the entry
into by the Borrowers of this Consent and Amendment.

4.2 No Material Adverse Effect shall have occurred and be continuing.

4.3 This Consent and Amendment and the Credit Agreement constitute legal, valid and binding
obligations of the Borrowers and each Obligor, enforceable against the Borrowers and each Obligor in accordance
with their respective terms, except as the enforcement thereof may be limited by applicable bankruptcy, insolvency,
moratorium, reorganization or other or similar laws affecting the enforcement of creditors’ rights generally and
subject to general equitable principles (regardless of whether enforceability is considered in a proceeding in equity
or at law).

4.4 Neither the execution nor delivery of this Consent and Amendment by the Borrowers, nor the
performance by the Borrowers of this Consent and Amendment and the Credit Agreement or compliance with the
terms and provisions thereof and the other transactions contemplated therein, will (a) contravene any applicable
provision of any material law, statute, rule, regulation, order, writ, injunction or decree of any court or
Governmental Authority, (b) result in any breach of any of the terms, covenants, conditions or provisions of, or
constitute a default under, or result in the creation or imposition of (or the obligation to create or impose) any Lien
upon any of the property or assets of any Obligor, or any of each of their Subsidiaries
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pursuant to, the terms of any material agreement or other material instrument to which any Obligor, or any of their
Subsidiaries is a party or by which it or any of their property or assets is bound or (c) violate any provision of any
of the Obligors’ Organizational Documents.

Section 5. Miscellaneous.

5.1 Ratification and Affirmation; Representations and Warranties. Each of the Borrowers hereby: (a)
acknowledges the terms of this Consent and Amendment; and (b) ratifies and affirms its obligations, and
acknowledges, renews and extends its continued liability, under each Loan Document to which it is a party and
agrees that each Loan Document to which it is a party remains in full force and effect, as amended hereby (subject
to applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ rights generally
and subject to general principles of equity, regardless of whether considered in a proceeding in equity or at law).

5.2 Confirmation. The provisions of the Credit Agreement and Loan Documents shall remain in full
force and effect in accordance with their terms following the effectiveness of this Consent and Amendment.

5.3 Counterparts. This Consent and Amendment may be executed by one or more of the parties thereto
on any number of separate counterparts (including by facsimile or other electronic transmission), and all of said
counterparts taken together shall be deemed to constitute one and the same instrument. A portable document format
(“pdf”) signature page shall constitute an original for purposes hereof. The words “execution,” “signed,”
“signature,” and words of like import in this Consent and Amendment shall be deemed to include electronic
signatures or electronic records, each of which shall be of the same legal effect, validity, or enforceability as a
manually executed signature or the use of a paper-based record keeping system, as the case may be, to the extent
and as provided for in any applicable law, including the Federal Electronic Signatures in Global and National
Commerce Act, the New York State Electronic Signatures and Records Act, or any other similar state laws based on
the Uniform Electronic Transactions Act.

5.4 ENTIRE AGREEMENT. THIS CONSENT AND AMENDMENT, THE CREDIT
AGREEMENT AND THE OTHER LOAN DOCUMENTS EXECUTED IN CONNECTION HEREWITH
AND THEREWITH REPRESENT THE FINAL AGREEMENT AMONG THE PARTIES AND MAY NOT
BE CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL
AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS AMONG
THE PARTIES.

5.5 GOVERNING LAW. THIS CONSENT AND AMENDMENT AND THE RIGHTS AND
OBLIGATIONS OF THE PARTIES HEREUNDER SHALL BE GOVERNED BY, AND CONSTRUED AND
INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK, WITHOUT
REFERENCE TO CONFLICTS OF LAW PROVISIONS. SECTIONS 11.12 (WAIVER OF JURY TRIAL) AND
11.11 (GOVERNING LAW) OF THE CREDIT AGREEMENT ARE HEREBY INCORPORATED BY
REFERENCE.

5.6 Severability. Any provision of this Consent and Amendment that is prohibited or unenforceable in
any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or unenforceability
without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in any
jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction. In case any one or
more of the provisions contained in this Consent and Amendment should be invalid, illegal or unenforceable in any
respect, the parties hereto shall enter into good-faith negotiations to replace the invalid, illegal or unenforceable
provision.
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5.7 Successors and Assigns. This Consent and Amendment shall be binding upon and inure to the
benefit of the parties to the Credit Agreement and their respective successors and assigns permitted thereby.

5.8 Loan Document. This Consent and Amendment is a “Loan Document” as defined and described in
the Credit Agreement and all of the terms and provisions of the Credit Agreement relating to Loan Documents shall
apply hereto.

5.9 Agent Instruction. The Administrative Agent executes this Consent and Amendment on behalf of
itself as administrative agent and on behalf of the Required Lenders.

[Signatures begin next page.]
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IN WITNESS WHEREOF, each of the parties hereto has caused a counterpart of this Consent and
Amendment to be duly executed and delivered as of the date first above written.

BORROWERS:    

    SOLUNA DVSL COMPUTECO, LLC

    

By:    /s/ John Belizaire    
Name:     John Belizaire
Title:    President

    SOLUNA DVSL II COMPUTECO, LLC

    

By:    /s/ John Belizaire    
Name:     John Belizaire
Title:    President

    SOLUNA KK I COMPUTECO, LLC

    

By:    /s/ John Belizaire    
Name:     John Belizaire
Title:    President

    SOLUNA DV WIND SPONSORCO, LLC

    

By:    /s/ John Belizaire    
Name:     John Belizaire
Title:    President

[Signature Page to Limited Waiver, Consent and Amendment No. 3 to Credit Agreement]



ADMINISTRATIVE AGENT:    GENERATE LENDING, LLC
    

By:    _/s/ Ryan Miller____    
Name:    Ryan Miller
Title:    Authorized Signatory

[Signature Page to Limited Waiver, Consent and Amendment No. 3 to Credit Agreement]



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY
ACT OF 2002

I, John Belizaire, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Soluna Holdings, 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. The registrant’s other certifying officer(s) and 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 us 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 our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

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. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of 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.

August 13, 2026 /s/ John Belizaire

John Belizaire
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT
OF 2002

I, Michael Picchi certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Soluna Holdings, 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. The registrant’s other certifying officer(s) and 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 us 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 our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

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. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of 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.

August 13, 2026 /s/ Michael Picchi
Michael Picchi
Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1

Soluna Holdings, Inc.
Certification of Principal Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

(18 U.S.C. Section 1350)

In connection with the Quarterly Report on Form 10-Q of Soluna Holdings, Inc. (the “Company”) for the three and six month period
ended June 30, 2026 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, John Belizaire, Chief
Executive Officer of the Company, certify, pursuant to the requirements of Section 906 of the Sarbanes-Oxley Act of 2002, (18 U.S.C.
Sections 1350(a) and (b)), that, to my knowledge:

(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 in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

August 13, 2026

/s/ John Belizaire
John Belizaire
Chief Executive Officer
(Principal Executive Officer)

This certification is made solely for the purpose of 18 U.S.C. Section 1350, and is not being filed as part of the Report or as a separate
disclosure document, and may not be disclosed, distributed or used by any person for any reason other than as specifically required by law.



Exhibit 32.2

Soluna Holdings, Inc.
Certification of Principal Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

(18 U.S.C. Section 1350)

In connection with the Quarterly Report on Form 10-Q of Soluna Holdings, Inc. (the “Company”) for the three and six month period
ended June 30, 2026 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Michael Picchi Chief
Financial Officer of the Company, certify, pursuant to the requirements of Section 906 of the Sarbanes-Oxley Act of 2002, (18 U.S.C.
Sections 1350(a) and (b)), that, to my knowledge:

(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 in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

August 13, 2026

/s/ Michael Picchi

Michael Picchi
Chief Financial Officer
(Principal Financial Officer)

This certification is made solely for the purpose of 18 U.S.C. Section 1350, and is not being filed as part of the Report or as a separate
disclosure document, and may not be disclosed, distributed or used by any person for any reason other than as specifically required by law.
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