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Conference Operator | Operator:

Afternoon, and welcome to Duo Technologies' second quarter 2026 earnings conference call. Joining us for
today's call are Duo's CEO, Doug Recker, and CFO, Adrian Goldfarb. Following their remarks, we will open
the call to your questions. Then, before we conclude today's call, I'll provide the necessary cautions regarding
the forward-looking statements made by management during this call. Now, I'd like to turn the call over to Mr.
Doug Recker. Sir, please go ahead.

Doug Recker | CEO:

Welcome, everyone, and thank you for joining us today. Earlier today, we issued our earnings press release,
and we will file our 10-Q for Q2 2026 by Wednesday, August 19, 2026. Copies will be available in the investor
relations section of our website. I encourage all listeners to view the press release and our 10-Q filing to
better understand some of the details we'll be discussing during this afternoon's call. At a high level, the
second quarter represented another important step in our transformation into a data center and AI
infrastructure company. Throughout the quarter, we continued executing on our strategy of expanding our
edge data center platform, growing Duo's technology solutions and advancing several key strategic initiatives
designed to support long-term revenue growth and profitability. While Adrian will provide details on the
quarter's financial performance, I'd like to spend a few minutes discussing the key operational developments
and strategic progress we made during the quarter. Beginning with the rail business, I'm pleased to report
that we have successfully completed the sale of Duos Technologies, Inc. on August 5th. Post-transaction,
Duos Technologies, Inc. has become an independent, privately held company operating under the Duos TI
brand and led by Javier Acosta as president. This transaction represents the completion of the strategic
repositioning initiative we announced earlier this year. By completing this divestiture, we are now able to
dedicate our capital, management, resources, and operating focus entirely towards scaling Duo's Edge and
Duo's technology solutions. We believe this streamlined structure will allow us to accelerate execution,
improve organizational focus, Thank you. Thank you. Our attention is centered on executing our deployment
strategy, expanding customer relationship, and converting our growing backlog and pipeline into long-term
recurring revenue streams. Now, separately, new APR Energy sold substantially all of its assets during the
quarter. As a reminder, we held a 5% stake in the APR parent company, and the sale value of our interest at
approximately $16 million. We received $50.4 million in cash with the remaining $10 million subject to a
12-month holdback that is recorded as a receivable on our balance sheet. Combined with the rail divestiture,
these transactions essentially complete our full transition to a data center operation where we also materially
strengthen our cash position to execute against the opportunity ahead. Looking beyond 2026, we believe the
strengths Thank you for joining us today. Devon brings years of experience driving growth in the digital
infrastructure business, including with SBA and, more recently, Telstra InfraGo. And he will help drive
execution across our edge data centers and technology solutions platforms. We are also in the final stages of
our search for a new CFO with significant public market experience. We look forward to sharing more details
as that process concludes. We believe this addition further strengthens our ability to execute against the
growth opportunities ahead. With those updates addressed, I'd now like to turn to our core business growth
opportunities, Duo's Technology Solutions and Duo's Edge AI. Okay, now get your popcorn ready because it's
about to get really exciting. Let's start with the technology solutions. This business continues getting traction
and remains an important component of our growth strategy. During the quarter, revenues totaled
approximately $3.23 million, driven primarily by continued growth in the data center deployments and the trust
that these operators and our ability to secure and deliver critical equipment, they need to keep their projects
on time. We also increased our backlog to $25 million, demonstrating the continued demand for our services



here from enterprise, contractors, data center operators, and AI infrastructure players. The opportunity
remains significant because this business allows us to generate revenue with relatively low capital
requirements while also supporting our own infrastructure deployments. We remain encouraged by the
opportunities we're seeing in the market today. Our growth continues to be driven by the strategic
relationships we've built in a relatively short period of time. We're focused on delivering solutions in
market-facing, unprecedented timing, demands, and supply constraints. We've secured strategic MSA
contracts, proven our ability to deliver, and continue to gain traction with our manufacturing and vendor
partners. Today, data center operators, contractors, and hyperscalers need more traditional order takers.
They need partners who can pivot quickly and navigate the largest boom in the industry has ever seen. That's
exactly our technology solutions team brings to market, solutions. and Ferdous Edge AI, the demand
environment for AI infrastructure remains exceptionally strong. One of the most significant developments
since our last earning call was signing of a five-year co-location agreement with Axe Compute, Inc., an
Eocloud infrastructure platform to provide 10 megawatts of critical IT load capacity out of Columbus, Georgia
campus. This agreement is valued at more than $111 million in contracted revenue. over the initial term and
is expected to become operational during the fourth quarter of 2026. We believe this agreement is an
important validation of our strategy to develop owned, high-density AI infrastructure in attractive markets
where power availability, speed of deployment, and operational flexibility are critical to customers. It also
demonstrates the increasing demand we are seeing for large-scale AI and cloud customers seeking scalable
infrastructure solutions outside traditional Tier 1 markets. And as announced earlier today, that relationship
has now taken a major step forward. Together with Axe Compute, we announced new service orders adding
up to 55 megawatts of AI data center capacity across multiple U.S. locations under a five-year agreement, an
expansion that builds directly on the 10-megawatt deployment we are planning to deliver at our Georgia
facility. The agreements represent an expected $500 million-plus in aggregate base payments over their initial
five-year term. As part of the expansions, the parties have entered into a related agreement contemplating
aggregate cash equity investments by Axe Compute of up to $140 million in the projects, subject to required
approvals, financing, financial technical design, and other conditions. Axe Compute and Duos will jointly own
the new data centers, with Duos holding 51% and Axe Compute holding 49%. For Duos, this structure
provides a non-dilutive financing model that allows us to launch more data centers faster. Initial project
readiness is targeted to begin in late 2026 and continue in early 2027, subject to construction,
commissioning, and performance testing. That demand is evident across our pipeline and customer
engagement activity. During the quarter, we hosted an open house in several markets, including Lubbock,
Dumas, Hereford, and Abilene, providing prospective customers, community leaders, and strategic partners
the opportunity to see our deployments firsthand. For example, we recently announced an opportunity with
zero latency company, OLAC, covering up to 15 sites and 225 cabinets. which speaks to the level of interest
we're seeing across that portfolio. Beyond these markets development efforts, we also continue making
progress with NYSTAR. This quarter, we continue to expect deployment activities to progress in line with our
planned mutual deployment schedule. As a reminder, this deal represents approximately 2 megawatt of
contracted capacity and serves as another important validation of our edge data center platform and our
ability to support customers with high-density AI compute requirements. Importantly, the nine-star agreement
is expected to contribute recurring co-location revenue as capacity comes online in customer utilization
ramps. While revenue recognition will be dependent on final deployment and timing operational
commencement, we believe the project provides another meaningful building block and our path towards
establishing a larger portfolio of recurring infrastructure revenue. Put together with our Columbus
announcement and the AXE compute expansion, these agreements validate our edge data center strategy
and support our confidence in future growth. Now turning to Hydrohost, the Hydrohost deployment remains
one of the most significant opportunities in the company's history and continues to serve as a cornerstone of
our growth strategy. During the quarter, we continue making progress on deployment activities and customer
onboarding. We visited our Columbus facility last week, hosted by our customer. They were very impressed
with our quality and speed of deployment and the progress we've been able to make in just a few weeks. We
remain focused on bringing additional capacity online and supporting customer utilization as deployment
progresses. Revenue recognition is expected to increase as systems become operational, and GPU Capacity
is placed in service. From a financial standpoint, we continue to benefit from the strong contractual foundation



of the agreement, including customer deposits already received and additional funding milestones expected
to be completed pursuant to the contract terms. Most importantly, we believe this relationship provides
meaningful expansion opportunities beyond the initial deployment. The growing demand for AI training,
inference, and high-performance computing workloads continues to create opportunities for additional
capacity. We remain engaged in discussions regarding future expansion scenarios. Overall, we are
encouraged by the progress that they continue to believe this relationship positions to us to participate
meaningfully in the rapidly expanding AI infrastructure market. Regarding capacity expansion, We continue to
execute our nationwide deployment strategy. Our goal for 2026 remains approximately 25 megawatt, and we
are 100% on plan to achieve that milestone. We also continue to evaluate opportunities to accelerate
deployments where customer demand and power availability support attractive economics. As we've
discussed previously, our strategy is not simply to add capacity, but to deploy capacity in locations where
power, connectivity, and customer demand align to create long-term value. The demand environment remains
highly favorable, and we believe our modular approach provides us with the flexibility to scale efficiently while
maintaining a disciplined approach to capital deployment. As a result, we remain confident in our ability to
continue expanding our edge data center footprint, in support of both existing customer commitments and
future opportunities. We believe the trends we are seeing continue to support our business model and
long-term growth opportunities. As we look beyond this year, we expect the combination of contracted
backlog and expanding pipeline and additional capacity coming online to continue driving growth into 2027,
and we will remain focused on translating that visibility into durable long-term sharehold value. Now we'd like
to turn it over to our CFO, Adrian Goldfarb, who will go over our financials for the second quarter of 2026.
Adrian? Thank you, Doug.

Adrian Goldfarb | CFO:

This was the most consequential quarter in the company's history, and it completed our transformation.
During the quarter we signed, and on August 5th closed, the divestiture of our legacy rail business, which is
now reported as discontinued operations for all periods presented. We also brought the APR chapter to a
close. The asset management agreement was amended beginning in the first quarter to reduce the scope of
services and the related revenues are winding down with minimal amounts expected through the third
quarter. The staff supporting the agreement and their full cost base have transferred out. In May, new APR
sold substantially all of its assets and that sale crystallized the value of our 5% interest at approximately $60
million. We received $50.4 million in cash with the remaining $10 million subject to a 12-month holdback and
carried as a receivable on our balance sheet. Against a $7.2 million carrying value, the transaction generated
a $53.2 million gain. Our H-Data Center and AI infrastructure model is now our sole operating focus and
when I speak to results today, I'm speaking to continuing operations unless I say otherwise. I will now walk
through our second quarter 2026 financial performance and highlight the key drivers of our business. Total
revenue from continuing operations for Q2 2026 increased 30% to $6.18 million compared to $4.77 million in
the second quarter of 2025 as now presented to exclude the divested rail business. Composition tells the
story of the pivot. Technology Solutions contributed $3.23 million, our largest revenue line, against a zero
year ago. Related party services and consulting revenue was $2.91 million, which included $2.71 million of
one-time accelerated recognition of the remaining APR deferred revenue. Go-forward AMA revenue will be
minimal as it winds down through the third quarter. hosting revenues just beginning to build. For the six
months ended June 30, 2026, total revenues were $8.32 million compared to $8.68 million in the same period
last year. The modest headline decline is the pivot working as designated. AMA revenue declined $4.2 million
on the wind down, while Technology Solutions added $3.8 million from a standing start. Cost of revenues for
Q2 2026 decreased 9% to $2.73 million compared to $2.99 million for Q2 2025. For the six months, cost of
revenues decreased 32% to $3.82 million from $5.65 million in the same period last year. The decrease
reflects the wind-down of the low-margin AMA pass-through cost structure. Growth margin for Q2 2026
increased 94% to $3.45 million or 55.8% of revenue compared to $1.78 million or 37.3% for Q2 2025. For the
six months, gross margin increased 48% to $4.5 million or 54.1% of revenue from $3.03 million or 34.9% in
the same period last year. This improvement in margin quality is structural, not seasonal. It reflects the shift of



our revenue base towards technology solutions and infrastructure services. Operating expenses for Q2 2026
were $3.4 million, up 2% compared to $3.32 million for Q2 2025. Over six months, operating expenses were
$7.63 million compared to $5.11 million in the same period last year. The first half increase carries deliberate
investment, growth hiring, public company costs, and stock-based compensation put in place ahead of the
second half revenue ramp. Income from operations for Q2 2026 was approximately $50,000, compared to a
loss from operations of $1.54 million for Q2 2025, a significant improvement in moving towards profitability as
a data center infrastructure company. For the sixth month, the loss from operations was $3.13 million
compared to $2.07 million in the same period last year, reflecting the first quarter investment period ahead of
revenue, the increase being largely the result of non-cash compensation. Including the $53.2 million gain on
the sales investments, income from continuing operations before income taxes was $53.6 million for the
quarter. After an income tax provision of $5 million, net income from continuing operations was $48.7 million,
compared to a loss of $1.6 million in Q2 2025. The loss from discontinued operations narrowed to $0.8 million
from $1.9 million. The consolidated net income for Q2 2026 was $47.8 million, compared to a net loss of $3.5
million from Q2 2025. Basic earnings per share of $1.61 from continuing operations and diluted earnings per
share of $1.37 and a loss of $0.14 per share in the same period last year, also from continuing operations.
For the six months, consolidated net income for continuing operations was $45.6 million, or $1.70 per basic
share, and $1.41 per diluted share, compared to a net loss of $5.6 million, or a loss of $0.21 per share, in the
same period last year. As we discussed on previous earnings polls, returning to positive adjusted EBITDA
has been an important milestone for the company. I'm pleased to report that we got there ahead of plan.
Adjusted EBITDA for Q2 2026 was positive at approximately half a million dollars, excluding the one-time
gain on sales investments and stock-based compensation. We expect adjusted EBITDA to remain positive in
both remaining quarters of 2026, with meaningful expansion in the fourth quarter as the GPU deployment
wraps. Shifting to the balance sheet, the company ended Q2 2026 with $112.3 million in cash compared to
$15.5 million at December 31, 2025, and stockholders' equity of $207.4 million. The increase reflects the
$50.4 million received from the sale of substantially ordered assets of UAPR Energy, our March public
offering, and our $55 million registered direct offering completed in June with a single large institutional
investor. We are effectively debt-free, with no borrowings beyond a small insurance financing balance.
Columbus Seller Note and our planned GPU senior debt associate arrive in the second half of our design,
matched against the assets that they fund. The number I'm most proud of this quarter is operating cash flow.
Cash provided by operating activities from continuing operations was positive $11.9 million for the first half, a
swing of nearly $20 million from the prior year. Our customers are funding our growth, $18.8 million of
long-term deferred revenue, which includes the customer prepayment under our GPU program. sits on our
balance sheet. Offsetting the $50.4 million gain on investment, we're investing outflows of $77.1 million with
staged growth capital, $68.8 million of deposits against our GPU equipment program, $5.8 million of deposits
on real estate, and edge data construction, assets that begin producing revenue in the second half. Thus,
towards its quarter end, we completed the $30 million acquisition of our Columbus, Georgia data center,
structured capital efficiently with $15 million in cash and a $15 million zero-coupon seller note repaid only as
incremental power is delivered to the site. Columbus is being equipped to support 2,304 NVIDIA B300 GPUs.
Put together, our financial position gives us the ability to meaningfully deploy capital to support our expected
growth in the second half and beyond. Turning to our outlook, I want to be explicit about our guidance
philosophy. We guide to what is contracted, deposited, and scheduled, not to what is possible. Our outlook
assumes no acceleration in GPU energization and no contribution from transactions that are not closed. At
the end of the second quarter, the company's bookings represented approximately $43.5 million in revenue,
all of which is expected to be recognized during the year, including contracted backlog and near-term
anticipated awards. In addition, approximately $1.1 million of contracted technology solutions to close
revenue recorded in 2025 will be recognized as revenue in 2026, further supporting the company's
performance. Based on these committed contracts and near-term pending orders that are already performing
or are scheduled to be executed through the remainder of 2026, we are reconfirming our expectation for total
revenue in 2026 to exceed $50 million. Let me briefly walk through how we bridge from $6.18 million of QQ
revenue to our full-year target. Our GPU as a service business is the primary driver, which we expect to
contribute approximately $26 million. and the deployment comes online and utilization ramps in the second
half. In addition, we expect approximately $25 million from our technology solutions backlog, a solid base of



committed revenue that includes $2.9 million currently recorded as deferred revenue to be recognized in the
second half. We remain confident in this outlook given the accelerating demand for our edge data center
model, continued customer expansions, new hosting deployments, and continued capacity build-out. On
profitability, we expect positive adjusted EBITDA in both the third and fourth quarters, with fourth quarter
adjusted EBITDA in the range of $8 to $10 million. The way to understand 2027 is through our fourth quarter
exit rate. In the fourth quarter of 2026, we expect recurring infrastructure revenue, GPU as a service
co-location and hosting, of approximately $17 to $18 million. which represent an expected annualized
recurring revenue exit run rate in excess of $70 million, contracted under multi-year agreements and carrying
gross margins well above 70%. For full year 2027, our early framework calls for total revenues of at least
$160 million. A full year of the GPU program, a full year of our contracted co-location deployments now in
development, and continued growth in technology solutions. That framework includes only announced and
contracted programs. Additional site acquisitions and point of substructures in our pipeline will be
incremented. We expect adjusted EBITDA margins to expand very significantly in 2027 as the recurring
revenue base scales against a substantially fixed cost structure, and we will provide formal 2027 guidance
with our third quarter results. Six months ago, this company was a rail inspection business with an asset
management side agreement. Today, it is a funded, effectively debt-free data center infrastructure company
with $112 million in cash, positive operating cash flow, 2,304 NVIDIA B300 GPUs being installed in a facility
we own, and a contracted path to an annualized recurring revenue exit rate above $70 million. The pivot is
complete. Now we execute. Doug, I'll send it back to you for your final comments. Thank you, Adrian. I told
you it was going to be exciting stuff.

Doug Recker | CEO:

Okay, as we look ahead, we believe Duos is entering the next phase of its evolution with a stronger balance
sheet, a simplified operating structure, and growing momentum across the edge and technology solutions
businesses. We believe these dynamics position us to extend our growth trajectory into 2027 and beyond.
With 25 megawatts of contracted capacity planned for deployment in 2026, and now more than 75 megawatts
under contract following the Axe compute expansion, a growing backlog and increasing demand for AI
infrastructure, we remain focused on execution and on converting the opportunities in front of us into
long-term recurring revenue and shareholder value. I'd like to thank our employees, customers, partners, and
shareholders for their continued support. With that, let's open the line for questions. Operator?

Adrian Goldfarb | CFO:

Thank you.

Conference Operator | Operator:

Ladies and gentlemen, if you would like to ask a question, please press star 1 on your telephone keypad, and
a confirmation tone will indicate your line is in the question queue. You may press star 2 if you would like to
remove your question from the queue. For participants using speaker equipment, it may be necessary to pick
up your handset before pressing the star keys. And due to the interest of time, we ask that each questioner
look at themselves to one question and one follow-up. Thank you. And our first question comes from the line
of Brett Knobloch with Kendra Fitzgerald. Please proceed.



Brett Knobloch | Analyst, Kendra Fitzgerald & Co.:

Hi, guys. Thank you for taking my question and congrats on the quarter and what seems to be a flurry of
good announcements. If we could start with Was that 55 megawatts IT load or gross? And is that incremental
to the previous 10 you signed with them? Or so it would be maybe 65 in total with X computer? Maybe I'm
misunderstanding that. Or is it 55 in total?

Doug Recker | CEO:

Hey, Brad, Doug Recker. Thanks for calling. Thanks for the questions. Yes, that's gross. The 55 megawatt is
gross. So that's in addition to the 10 meg that we already signed. So the 10 Mac that's been deployed in
Georgia, and you have another 50 megawatt plus contracted recently, actually this week.

Brett Knobloch | Analyst, Kendra Fitzgerald & Co.:

On where that capacity is going, have you guys already secured those sites? Have they secured, kind of
maybe identified and paid for those sites, or is that something that's kind of like TVB?

Doug Recker | CEO:

Yeah, no, our strategy is this. So what we do is we go out to the market and we find multiple sites. So right
now, basically in our sites, there's six to seven that we're looking at, fewer in LOI status, and those sites we'll
pick which ones come up The majority of our sites, just so you know, and it's good for everybody to
understand, these are not behind the meter. These are where the electricity utility already has the power
transmission down. So that means it's already at the site. I don't have to go through requests with the energy
provider to make sure I can get it. These are powered sites that are ready to deploy on immediately. Okay.

Adrian Goldfarb | CFO:

Awesome.

Doug Recker | CEO:

And then I'll answer that a little bit deeper. The stands are a little deeper for you. The sites are in Texas.
There's a few sites in South Carolina, Iowa, and Alabama. So these sites that were actually under LOI and
actually in the process of purchasing have power to them already.

Brett Knobloch | Analyst, Kendra Fitzgerald & Co.:

And then maybe just think for the JV. Am I right in thinking that they're going to kind of maybe spend $140
million up front for their foreclosures? Should it effectively pay for most of the data center capex, so you're
kind of getting a 51% stake in a fully built-out data center portfolio through this deal?

Doug Recker | CEO:

That's exactly correct. Okay. So remember, the key component... The other key component, so you can do
the math, everybody's going to ask this, so I want to answer the question there for you. Remember, we're
actually looking at our numbers now as we're building. We're coming in under 6 million megawatts. So you



can see that we need to contribute basically 30 million per site.

Brett Knobloch | Analyst, Kendra Fitzgerald & Co.:

When you say per site, per kind of EDC deployment, right?

Doug Recker | CEO:

Right, for the two locations that we're deploying for apps, correct. Okay.

Brett Knobloch | Analyst, Kendra Fitzgerald & Co.:

And then on the Zero Latency, kind of non-binding term sheet. Is this, as I'm trying to think about this, right,
these are of maybe your lower power density cabinets that you're effectively kind of trying to lease for these
sites to put this maybe more on the high power EDCs?

Doug Recker | CEO:

Correct. Correct. So basically what this is, is let's think in your mind a bare metal provider. They're looking at
all 15 of our sites. It's a 10-year deal. It's a 10-year deal. And so if you take, you know, 15 times 15 cabinets,
basically, they're consuming the whole pod.

Conference Operator | Operator:

And the next question comes from the line of Ed Wu with Ascendian Capital. Please proceed. Yeah,
congratulations on all the progress for everything you guys have done. My question is, is there any change in
competitive environment? Thank you.

Doug Recker | CEO:

So far, our niche, obviously, as you can see, is anywhere from 1 to 20 mag. That's our niche. You're starting
to see the demand increase rapidly. We went through our funnel five years for another 30 minutes, so what
we're seeing, In that niche is also enterprise customers coming out saying, look, we need two meg. They're
getting away from their original enterprise data centers. So what you're going to start seeing is people coming
to the market doing the same thing. I mean, we're not rocket science over here. We hit a market, and it's
about to explode, and you can see that just basically from our funnel. So I anticipate other people coming out,
but the key is do they know how to deploy modular technologies? We have the upper hand, so we've
deployed modular for the last nine years. And number two, what's critical to our business that we need to
focus on is we have a patent. I'm sure everybody's aware of that, a patent called the clean room. When you
deploy GPU, they're extremely sensitive to dust, pollen, everything. So without that clean room, people aren't
putting $40 million worth of GPU or $100 million worth of GPU in a cluster that's in a modular environment.
So that's one of the main key points. and other differentiators that we have in the market right now.



Conference Operator | Operator:

That sounds great and congratulations on everything you guys have done and I wish you guys good luck.
Thanks a lot.

Adrian Goldfarb | CFO:

Thank you, Ed.

Conference Operator | Operator:

And the next question comes from the line of Scott Buck with Titan Partners. Please proceed. Hello, Scott.
and the next question will come from the line of Bill Caponesio with Chardon Capital Markets. Please
proceed.

Adrian Goldfarb | CFO:

Yeah, good evening. Thanks for taking my questions and all the progress. For my first question, there was
commentary on expanding demand funnel and contracted backlog. Can you help us tie that up? How long
approximately do you think it would take to clear that backlog? Thank you.

Doug Recker | CEO:

Yeah, so the beginning orders that we signed are cluster number one and then the expansion in Georgia for
the additional 10 May. We see that coming up by the end of the year. We're on track to do that. And then the
second piece that we signed, we're expecting to see that in the middle of first quarter. If all cylinders hit, we'll
definitely see that at the beginning of the first quarter. But we're giving ourselves some leeway there, so we're
going to say the end of first quarter. which is very strong. I figure that's under six months worth of delivery. It's
strong.

Adrian Goldfarb | CFO:

Appreciate the call there. And apologies if I missed this, but could you just walk us through which markets
remain the most attractive for your business and in terms of scaling the portfolio? Hence, the recent political
headwinds impacted the strategy at all and I'm assuming not materially given the size of the sites that you're
standing on. Thanks.

Doug Recker | CEO:

You're absolutely right. So that's the other secret sauce there. We're under 20 meg. So when you go into a
market that's under 20 meg, you're really not hitting the radar, right? So we're focusing on what we call
stranded power. So there's a lot in South Carolina. There's a lot in markets that the price is still around 4 to 7
cents per lot hour. So we're focused on those markets where we find the stranded power. Or also, the second
strategy is there is big miners out there that are weren't successful but actually had powered sites, and we're
looking to take a lot of those over, and those are in the range of 5 to 20 megawatt. Remember, we didn't
disclose our funnel, but in our funnel, we have a ton of use cases for 2 to 7 meg, so we're going to start
hitting those as well. Appreciate that. Thank you.



Conference Operator | Operator:

The next question will come from the line of Scott Buck with Titan Partners. Please proceed.

Scott Buck | Analyst, Titan Partners:

Hey, sorry about that, guys. First, I'll echo the congratulations that you received already. Doug, I'm curious,
could you go in a little deeper on the pipeline in the Tier 3, Tier 4 markets beyond the 25 megawatts and the
55 for acts? You know, what is kind of the binding constraint going forward? Is that power? Is that capital? Is
that customers?

Doug Recker | CEO:

Great question. Great question. So what we see is the Tier 3 and Tier 4 markets are prime for us. We're still
within 130 miles. We're still under 5 milliseconds everywhere we go. There's still fiber available. Fibers are
short-filled into these locations. But what we really see is that's where the stranded power is, right? That's
where there's power that we can consume right away. And the market, as far as backlog, I could tell you
strongly, just in our local funnel with in-house here, not with people calling us, which is another log. So we're
well over 100 megawatt in 5 to 10 meg tranches in our funnel just for this year. So obviously we can't hit it
this year, but these customers are calling us asking, hey, can you get it in in the next six or even nine
months? And those are the ones we're focusing on now because the key to this business is to deploy quickly,
but you want to do it right. You mess up one time in this business and you're done. and I've done this 30
years and let me tell you, you have to do it right because these customers rely on your power 24 hours a day
and it's their livelihood and it's our livelihood. So we're doing it right. We're not throwing a bunch of stuff
against the wall here. We're doing it right and we're hitting the right customers which when we say right
customers, they're tier one credit. They're very reputable companies. They've been around a long time. So
we are at a position now where we can be choosy on who we take which is great because You know, in this
model here, you've got to be careful, right? We've got to be careful who we sign, and we're very diverse on
our customer base. So we don't have one customer taking up all our bandwidth here.

Scott Buck | Analyst, Titan Partners:

Great. And, Doug, on speed of deployment, in Columbus, what was the actual timeline from site collection to
actually billing customers?

Doug Recker | CEO:

Yeah, this will blow you away. We actually had our customer do a visit last week on Thursday. and they were
blown away. To be honest with you, I was blown away too. So we bought this building in the beginning of July
and think about this. The beginning of July, we're now what on the 17th, 18th of the month of August. Thank
you for joining us. Okay. I challenge anybody to do that.

Scott Buck | Analyst, Titan Partners:

If I could squeeze just one last one in for Adrian. You mentioned in your prepared remarks some of the kind of
upsized costs in the first half of the year. I'm curious which of you that kind of uptick is one time in nature, and
as we move into 27, you'll see a more muted, I guess, OpEx growth. Is that fair?



Adrian Goldfarb | CFO:

Absolutely, you go in one. So we've just come off a very, very complex period, the first kind of two quarters of
the year, you know, where WCV APR sales, the divestment of the rail business, there was a lot of very
complex accounting around that. And then, you know, with the shift in adjusting the staff and everything else,
So all those costs that are in there are very much one-time in nature. We closed last year when we still had
APR here. We had about 100 people. And now with the divestment of the rail business, we're down to about
25 full-time people. Sorry, I just dropped off there. What I was saying was that the SG&A is growing now very,
very slowly, and the costs really will be more associated with specific opportunities that are going there. But
we've done, you know, Doug and I have been working on making sure we streamline our operations. So, yes,
very much one time.

Conference Operator | Operator:

and the next question comes from the line of Justin Tapper with Shea Capital. Please proceed.

Brett Knobloch | Analyst, Kendra Fitzgerald & Co.:

Just a couple of questions for you. Maybe if I may ask you, anything you can talk about sort of I assume who
the end customer is just in terms of and I know you said they're going to deposit $140 million. I assume it's a
decent to your credit customer if they're putting in the cash, but anything you can help on the end customer
here?

Doug Recker | CEO:

Absolutely. So, they are a Tier 1 hyperscaler. They did visit the site in person last week. We know, we can't
disclose who they are, but I can tell you they are extremely creditable and creditworthy. Actually, we funded
our GPUs based on that customer. So, they're very solid. Once again, this is part of the Axe deal as well. So,
we wanted to make sure, obviously, we're getting into this SPV. that, number one, the money was there, and
number two, is this customer credit worthy, and are they going to stay five years, right, because it's a
five-year term. So we did our due diligence, and we're very strong about it. But also, Justin, I want to let you
know that I have Dupond here in the room, and I wanted him to give you kind of an outlook real quick on what
this SPV is, just so it's clear, because I know I'll get a ton of calls, and I still welcome the calls, but this might
help everybody understand what that SPV is. So, Dupond, go ahead and give Justin a quick background on
what that SPV looks like.

Conference Operator | Operator:

Thank you, Doc. Hi, Justin and everyone. The SPV is a vehicle for us to... fund the development of these
data centers. While we will be the managing partner of the FCD with the majority share, we will get the cash
injection from ACTS for an equity position, and then we will develop out these data centers with a lease from
ACTS as well, and then I'll take that. Got it.

Brett Knobloch | Analyst, Kendra Fitzgerald & Co.:

And then maybe just a follow-up. Actually, the deals you've done have been, I guess, five years, and I look at
some of the peers out there that, I guess, are signing bigger deals, and I realize you're in a different market
and looking for, like you said, sub-20-megawatt deals. Just one, what's the longevity of your pods, and how
do you think about, I guess, the ration of deals? Because the payback period is pretty attractive so far, at



least on the five-year deals you've signed here.

Doug Recker | CEO:

Yes, so our lifespan on our pods and our facilities are well over 20 years. The only thing that we will swap out
over 10 to 12 years would be the batteries on the UPS system, but the infrastructure itself is well over 20
years.

Brett Knobloch | Analyst, Kendra Fitzgerald & Co.:

Okay, great. And maybe just one last thing. So if my math's right, basically, based on this SPV, based on the
cash on your balance sheet, and I think you said, like, you might have to put $30 million or so per site on this
new deal, you should pretty much be covered for these deals. But just maybe talk about going forward and
funding, how you think of, I guess, to sign the additional $100 million that you talked about in the pipeline, just
how you think about finance going forward.

Doug Recker | CEO:

Yeah. Yeah, so basically what this What this does to why I chose to do this deal was it obviously gives us the
cash to buy infrastructure soon on these projects to make sure we hit it by the first quarter. So we need to
order that stuff now. And what that also does is it will bring us revenue that we can actually borrow again. So
basically, the debt financing will follow this. We're not in this game to dilute our investors. So this was a good
decision for us. to do this kind of financing or this partnership. So now when I go out for capital, I have that
strong, you know, this SPV we can borrow again. So I have this basic infrastructure that's $140 million that I
can borrow again. Number one. Number two, it will allow me to buy time now to get my revenue kicking, like
we said, from the GPU and everything. So that $4.4 million will start here very soon, and that will give us
more credibility, more money on our balance sheet, and more. And the next question comes from the line of
Nico Sacchetti with RBC. Please proceed. Am I live?

Nico Sacchetti | Analyst, RBC Capital Markets:

They make it on? I got you, Nico. Yes, sir. All right. Please don't kick me off this time. I hope I have good
service. It is so commendable. I think that you're not giving enough congratulatory remarks because you guys
pulled off something that doesn't happen very often, which is you said you were going to do something and
then you did it. And I mean, it's pretty incredible that you've got all these great things that are happening. And
I think It's just really exciting that I feel like the majority of really the trickiest part is behind you. And I still am
hearing these things where there seems to be some confusion around it. And I would like to ask you a
question that just reframe this that makes it seem a lot easier for my brain to understand this. Instead of this
being a data center company, We are basically just a company that builds apartments and we rent them out.
And so there's two components to this business. You say our model, you say this is our model, and that's how
I take it is, you know, we were doing this for a million bucks a unit. Suddenly we needed $30 million for a unit.
We didn't have that capital and we didn't have cash coming in, so we couldn't access debt, which is totally the
right move because that would have opened the door to hurt the shareholders. And I appreciate you doing
something good for us, by the way. But that little, you know, rock and hard play scenario, is it behind us? I
mean, obviously, if you have a massive opportunity and dilution looks like the right thing to do, I wouldn't ask
you to say you're permanently done. But I feel like you've been getting hit inappropriately hard on the short
side. And I don't know if you realize this, but there's over 5 million shares short your company. And I'm pretty
sure it's because Thank you for joining us. We might see some goofy stuff tomorrow. And the goofy thing is,
you deserve it anyways, but it might come from this sale that took place. So I would just expect the
unexpected. But, I mean, is that all this is where we needed to get a couple of these apartments built so that



we could get a tenant that we already had locked in in a contract to start renting this space out from us? And
when we have the combination of the tangible asset, we can, like, key lock that, just like you do at your
house. and then we have this contractually obligated high margin revenue that's going to clear the cost of
capital to use debt on new projects. So, like, that's where we've been. That's been my understanding of the
model. I think it's a lot easier to think about this because unlike an apartment, it pushed home to shove and
our renters dried up. I mean, I don't think the location matters that much, but we could pick it up with a crane
and move it to a more favorable location, right?

Doug Recker | CEO:

Yeah, you're answering my question. But, yeah, so when we go into a market and say I deploy 10 megawatt,
say that customer goes away in three years, right? My infrastructure is almost paid for by them, number one.
Number two, the power is in such demand. Right now, if I had 20 megawatt right now, if I had 10 megawatt, if
I had 4 megawatt right now available today, I have probably 16 customers lined up to take it. That's how
strong this market is right now. I'm giving my secret sauce out here, but I'm just being honest with you. So the
other crazy thing is if you think about, Nico, if you think about the customers that are in enterprise data
centers right now, and this was a talk I gave last week, if you think about the enterprise customers that are
actually in a data center that are used to taking 20kW cabinet or 15kW cabinet, now they're switching their
components out to AI. Now all of a sudden they need 60kW. Those data centers, those enterprise legacy data
centers can't provide the cooling, not just because they can't get the power, but they don't have room for the
generators. They're landlocked. They can't get that done. So Fortune 100s are calling us, asking us, can we
deploy a mag with you? Can we deploy two mag with you? That's where your market is going to turn. So we
are focused on You know, these neoclouds right now. But I tell you what, our market just opened wide open
to that sector. That sector I love because the data center that I've owned and sold before, even the one right
down the street, COO5, when I sold that to CoLogix, those customers are expanding. They have no place to
go. So where are they going to go? They're going to go to where the network is and the power is in a reliable
data center. And it doesn't really matter if they're 130 or 140 miles outside of town. because the networks are
built stronger now.

Nico Sacchetti | Analyst, RBC Capital Markets:

So that's a good, so the old, the standard unit, the whole sell on that or the whole idea was it was better from
a latency standpoint to have that smaller powered unit right by the school or the hospital and that changed
where, like just to clarify, like the Iowa project is just a contracted revenue for that output power. And that's
just been moved over to Georgia because that had ducts there where you could get a cash flowing quicker.
That's all that was, just to clarify. It's not like we didn't do Iowa. We still own a piece of dirt there. We could
just get the 10 megawatts ready for them there. And then you said that there's another 10 that you contracted
in that same building. Is that what you're saying? We're adding 10 more megawatts to the existing building.

Doug Recker | CEO:

That's correct.

Nico Sacchetti | Analyst, RBC Capital Markets:

And that's the five-year 111? Yes. What's the rationale behind 10 megawatts going for 176 for three years
and then 10 going for 111 for five years? Is it like a different...



Doug Recker | CEO:

The first one is mixed with GPU. Remember, the first deployment that we have there is the GPU involved.
The second deployment, we don't own the GPU. It's straight COLA. That's what we're in business to do.
That's our model.

Conference Operator | Operator:

Thank you. This concludes today's conference. Thank you everyone for joining.

Doug Recker | CEO:

Remember, you can always get a hold of me. Send me an email. I'd love to talk about it if you have
questions. But thank you all for today's call. I appreciate everyone, and we'll talk to you soon. Thank you.

Conference Operator | Operator:

Before we conclude today's call, I'd like to provide you a safe harbor statement that includes important
cautions regarding forward-looking statements made during this call. The earnings call contains and other
members of the Board of Directors. The Board of Directors has been working closely with the Board of
Directors to ensure that the Board of Directors and the Board of Directors and the Board of Directors and the
Board and the projections upon which the statements are based and could cause DUO's Technologies
Group, Inc.'s actual results to differ materially from those anticipated by the full looking statements. These
risks and uncertainties include or are not limited to those described in item 1A in DUO's annual report on
Form 10-K, which is expressly incorporated herein by reference and other factors as may periodically be
described in DUO's silence with the SEC. Thank you for joining us today for Duo Technologies Group's
second quarter 2026 earnings call. You may now disconnect.


