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PART I - FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS
TRANSACT TECHNOLOGIES INCORPORATED
CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited)
June 30,2026 December 31, 2025
Assets: (In thousands, except share data)
Current assets:
Cash and cash equivalents $ 19,387 $ 20,433
Accounts receivable, net of allowance for expected credit losses of $476 and $476 10,359 6,364
Inventories 9,094 10,858
Prepaid income taxes 424 399
Other current assets 1,298 754
Total current assets 40,562 38,808
Fixed assets, net of accumulated depreciation of $18,793 and $18,519 1,099 1,243
Right-of-use assets, net of accumulated amortization of $1,246 and $1,918 3,209 557
Goodwill 2,621 2,621
Intangible assets, net of accumulated amortization of $1,606 and $1,606 3,476 1,503
Other assets 55 37
10,460 5,961
Total assets $ 51,022 §$ 44,769
Liabilities and Shareholders’ Equity:
Current liabilities:
Revolving loan payable $ 3,000 $ 3,000
Accounts payable 5,034 3,539
Accrued liabilities 4,907 4,763
Lease liabilities 506 346
Deferred revenue 1,850 1,400
Total current liabilities 15,297 13,048
Deferred revenue, net of current portion 292 355
Lease liabilities, net of current portion 2,724 215
Other liabilities 34 35
3,050 605
Total liabilities 18,347 13,653
Commitments and contingencies (see Notes 6 and 9)
Shareholders’ equity:
Common stock, $0.01 par value, 20,000,000 shares authorized; 14,369,313 and 14,170,676 shares issued,
respectively; 10,324,471 and 10,125,834 shares outstanding, respectively 142 141
Additional paid-in capital 60,697 59,824
Retained earnings 3,991 3,275
Accumulated other comprehensive loss, net of tax “45) (14)
Treasury stock, at cost (4,044,842 shares) (32,110) (32,110)
Total shareholders’ equity 32,675 31,116
Total liabilities and shareholders’ equity $ 51,022 $ 44,769

See notes to Condensed Consolidated Financial Statements.
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TRANSACT TECHNOLOGIES INCORPORATED

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2026 2025 2026 2025
(In thousands, except per share data)
Net sales $ 13,948 $ 13,798 $ 28,363 26,851
Cost of sales 6,946 7,146 14,108 13,840
Gross profit 7,002 6,652 14,255 13,011
Operating expenses:
Engineering, design and product development 1,226 1,725 2,606 3,360
Selling and marketing 2,736 2,103 4,933 4,188
General and administrative 3,094 3,082 5,999 5,736
7,056 6,910 13,538 13,284
Operating (loss) income (54) (258) 717 (273)
Interest and other income (expense):
Interest, net 59 40 125 62
Other, net (25) 115 (73) 178
34 155 52 240
(Loss) income before income taxes (20) (103) 769 (33)
Income tax expense 30) (40) (53) 1)
Net (loss) income $ 50) $ (143) $ 716 $ (124)
Net (loss) income per common share:
Basic $ 000 § 0.01) $ 0.07 (0.01)
Diluted $ 000 § 0.01) $ 0.07 (0.01)
Shares used in per-share calculation:
Basic 10,289 10,085 10,234 10,064
Diluted 10,289 10,085 10,311 10,064

See notes to Condensed Consolidated Financial Statements.
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TRANSACT TECHNOLOGIES INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME

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

Net (loss) income $ 50) $ (143) $ 716 $ (124)
Foreign currency translation adjustment, net of tax 6 37 31) 53
Comprehensive (loss) income $ 44 3 (106) $ 685 $ (71)

See notes to Condensed Consolidated Financial Statements.
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TRANSACT TECHNOLOGIES INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income (loss)

(unaudited)

Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Share-based compensation expense
Depreciation and amortization
Unrealized foreign currency transaction losses (gains)
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid income taxes
Other current and long-term assets
Accounts payable
Accrued liabilities, deferred revenue and other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures
Capitalized software development costs

Net cash used in investing activities

Cash flows from financing activities:
Withholding taxes paid on stock issuances
Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents
(Decrease) increase in cash and cash equivalents

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental schedule of non-cash investing and financing activities:

Non-cash capital expenditure items

Right of use asset obtained in exchange for new operating lease liabilities

See notes to Condensed Consolidated Financial Statements.

Six Months Ended
June 30,

2026 2025

(In thousands)

716 $ (124)
966 773
296 344
69 (169)
(4,018) (1,237)
1,730 3,360
(26) (10)
(558) 174
1,474 (646)
560 969
1,209 3,434
(137) (29)
(1,973) -
(2,110) (29)
93) (50)
(93) (50)
(52) 3)
(1,046) 3,352
20,433 14,394
19,387 $ 17,746
$ 35 §$ 21
$ 3,029 S -
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TRANSACT TECHNOLOGIES INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2026 2025 2026 2025
(In thousands)
Equity beginning balance $ 32,288 $ 30,941 $ 31,116 § 30,633
Common stock
Balance, beginning of period 142 141 141 141
Issuance of common stock on restricted stock units — - 1 —
Balance, end of period 142 141 142 141
Additional paid-in capital
Balance, beginning of period 60,266 58,414 59,824 58,141
Share-based compensation expense 455 450 966 773
Relinquishment of stock awards to pay for withholding taxes (24) = 93) (50)
Balance, end of period 60,697 58,864 60,697 58,864
Retained earnings
Balance, beginning of period 4,041 4,534 3,275 4515
Net (loss) income (50) (143) 716 (124)
Balance, end of period 3,991 4,391 3,991 4,391
Treasury stock
Balance, beginning and end of period (32,110) (32,110) (32,110) (32,110)
Accumulated other comprehensive loss, net of tax
Balance, beginning of period (51) (38) (14) (54)
Foreign currency translation adjustment, net of tax 6 37 (31) 53
Balance, end of period “45) (1) 45) (1)
Equity ending balance $ 32,675 $ 31,285 §$ 32,675 $ 31,285
Supplemental share information
Issuance of shares from stock awards 48 16 199 84
Relinquishment of stock awards to pay withholding taxes 24 4 44 15

See notes to Condensed Consolidated Financial Statements.
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TRANSACT TECHNOLOGIES INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. Basis of presentation

The accompanying unaudited financial statements of TransAct Technologies Incorporated (“TransAct”, the “Company”, “we”, “us”, or “our”) have been
prepared in accordance with accounting principles generally accepted in the United States of America (“U.S. GAAP”) for interim financial information.
Accordingly, they do not include all of the information and footnotes required by U.S. GAAP to be included in full year financial statements. The
Condensed Consolidated Financial Statements as of June 30, 2026 and for the three and six months ended June 30, 2026 and 2025 are unaudited, but in the
opinion of management, all adjustments considered necessary for a fair statement of the results for the periods presented have been included and are of a
normal recurring nature. The December 31, 2025 Condensed Consolidated Balance Sheet data was derived from audited financial statements, but does not
include all disclosures required by U.S. GAAP. These interim financial statements should be read in conjunction with the audited financial statements in
our Annual Report on Form 10-K for the year ended December 31, 2025 (the “2025 Form 10-K”).

The results of operations for the three and six months ended June 30, 2026 are not necessarily indicative of the results to be expected for the full year
ending December 31, 2026.

After strong demand during most of 2023 due in part to our primary competitor’s struggle to deliver products in the face of supply chain constraints, in late
2023, we began to see indications of a temporary slowdown in demand in the casino and gaming market, as customers that had built up excess inventory
due to supply chain concerns advised us that they would temporarily reduce orders until their stock normalized. This slowdown impacted our results in the
fourth quarter of 2023 and during the year ended December 31, 2024. By the first quarter of 2025, we believe that all significant domestic customers had
been able to sell through their on-hand inventory and had resumed ordering, contributing to more normalized casino and gaming sales for the first nine
months of 2025. During the fourth quarter of 2025, some domestic casino and gaming customers indicated slowing demand, and one large customer
indicated they were in an overstock position while awaiting jurisdictional approvals on new machines. While these conditions impacted our casino and
gaming sales in the fourth quarter of 2025, demand in 2026 has improved as customer inventory levels have normalized and installations have been
proceeding.

On February 20, 2026, the U.S. Supreme Court issued a ruling in Learning Resources, Inc. v. Trump, holding that the International Emergency Economic
Powers Act (“IEEPA”) does not provide the executive branch with the authority to impose certain tariffs. This ruling invalidated certain tariffs previously
paid by the Company on goods imported from Thailand. Following the Supreme Court’s ruling that IEEPA-based tariffs were unlawful, the Court of
International Trade (CIT) ordered U.S. Customs and Border Protection (CBP) to provide a process for the refund of collected tariffs. The refund
mechanism allows importers to file claims for duties paid on shipments through a declaration in the Consolidated Administration and Processing of Entries
(“CAPE”) system, which was launched on April 20, 2026. In addition, subsequent to the U.S. Supreme Court’s decision invalidating certain tariffs imposed
under the IEEPA, the presidential administration implemented a tariff surcharge under Section 122 of the Trade Act of 1974, establishing a minimum 10%
duty on imports, subject to certain exemptions. The Company is continuing to monitor the impact of these additional tariffs but does not expect them to
have a material adverse effect on its operations or financial condition.

Following the February 2026 U.S. Supreme Court ruling regarding IEEPA tariffs, the Company initiated a process of claiming refunds for approximately
$572 thousand in previously paid duties. In line with our commitment to customer transparency, we intend to reimburse those specific customers in which
tariff costs were previously passed, subject to applicable law and any further legal or regulatory developments. We expect to issue these reimbursements
following our successful receipt of funds from U.S. Customs and Border Protection. The timing and ultimate amount of these payments remain subject to
the federal CAPE portal processing timelines and final verification of eligible entries. As discussed below, certain portal reimbursements were received in
July 2026, however the ultimate availability, timing and final amounts to be received from refunds remain uncertain.
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In July 2026, subsequent to the quarter ended June 30, 2026, but prior to the issuance of these financial statements, the Company received partial payment
of $466 thousand in cash reimbursements from the government via the CAPE portal. The Company has evaluated the financial statement impacts for the
quarterly period ended June 30, 2026, and recorded certain accounting adjustments. The Company recognized a receivable (included in other current
assets) and a corresponding reduction in cost of goods sold of $572 thousand, representing the total estimated recovery of previously paid invalidated
tariffs. In addition, in the quarter ended June 30, 2026, the Company recorded a liability of $1,070 thousand (included in accrued liabilities) and a reduction
in sales of $1,007 thousand. This liability reflects the Company’s estimated obligation to reimburse customers for prior tariff surcharges in the period from
April 2025 through February 2026, net of administrative and processing incidentals.

Use of assumptions and estimates

Management’s belief that the Company will be able to fund its planned operations over the 12 months following the date on which the unaudited
Condensed Consolidated Financial Statements were issued is based on assumptions which involve significant judgment and estimates of future revenues,
inflation, tariffs and other trade restrictions, interest rates, capital expenditures and other operating costs. We cannot predict the ultimate impact of the
current economic environment, including inflation, interest rates and supply chain disruptions, on our customers, which may impact sales. We believe that
we are positioned to withstand the impact of any potential future economic downturn and we would be able to take additional financial and operational
actions to increase liquidity.

In addition, the presentation of the accompanying unaudited Condensed Consolidated Financial Statements requires us to make estimates and judgments
that affect the reported amounts of assets, liabilities, revenue and expenses, and the disclosure of contingent assets and liabilities. Our estimates include
those related to revenue recognition, accounts receivable, inventory obsolescence, goodwill and intangible assets, the valuation of deferred tax assets and
liabilities, depreciable lives of equipment, share-based compensation, tariff refund estimates, and contingent liabilities. We base our estimates on historical
experience and on various other assumptions that we believe to be reasonable under the circumstances. Actual results could differ from those estimates
used.

2. Significant accounting policies

For a discussion of our significant accounting policies, see Note 2, Summary of significant accounting policies within Part II, Item 8. “Financial Statements
and Supplementary Data” in the 2025 Form 10-K. There have been no changes to our significant accounting policies since the 2025 Form 10-K.

Intangible assets:

The Company accounts for software development costs for products to be sold or marketed in accordance with Accounting Standards Codification
(“ASC”) 985-20, Sofiware - Costs of Software to Be Sold, Leased, or Marketed. Costs incurred to establish the technological feasibility of a software
product are engineering, design and product development costs and are expensed as incurred. Technological feasibility is established when the Company
has completed all planning, designing, coding, and testing activities necessary to determine that a product can be produced to meet its design specifications.
Capitalization of software costs begins upon the establishment of technological feasibility and ceases when the product is available for general release to
customers. Capitalized software costs are amortized on a product-by-product basis using the straight-line method over the estimated economic life of the
product, or the ratio of current gross revenues to total current and anticipated future gross revenues, whichever is greater. See additional discussion in Note
5.

Recently issued accounting pronouncements:

In November 2024, the FASB issued ASU 2024-03, Income Statement—Reporting Comprehensive Income—Expense Disaggregation Disclosures
(Subtopic 220-40): Disaggregation of Income Statement Expenses. The amendments in this update require footnote disclosures on disaggregated
information about specific categories underlying certain income statement expense line items that are considered relevant. This includes items such as the
purchase of inventory, employee compensation, depreciation, and intangible asset amortization. The amendments in ASU 2024-03 are effective for fiscal
years beginning after December 15, 2026 and interim periods within fiscal years beginning after December 15, 2027. Early adoption is permitted. We
expect that adoption of this ASU will result in additional disclosure, but will not impact our consolidated financial position, results of operations, or cash
flows.
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In September 2025, the FASB issued ASU 2025-06, Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): Targeted Improvements
to the Accounting for Internal-Use Software. The amendments in this update remove all references to prescriptive and sequential software development
stages (referred to as “project stages”) throughout Subtopic 350-40. The amendments in this update specify that the disclosures in Subtopic 360-10,
Property, Plant, and Equipment—Overall, are required for all capitalized internal-use software costs, regardless of how those costs are presented in the
financial statements. Additionally, the amendments clarify that the intangibles disclosures in paragraphs 350-30-50-1 through 50-3 are not required for
capitalized internal-use software costs. The amendments in ASU 2025-06 are effective for fiscal years beginning after December 15, 2027, and interim
reporting periods within those annual reporting periods. Early adoption is permitted. We are currently evaluating the impact of this standard.

On January 1, 2026, the Company adopted ASU 2025-05, which provides a practical expedient for estimating expected credit losses. Under this standard,
the Company elected the practical expedient that allows for the measurement of expected credit losses based on the assumption that current conditions will
persist through the end of the contractual term of the financial assets. By electing this expedient, the Company is no longer required to develop or
incorporate complex, forward-looking forecasts or revert to historical loss experience for the remaining life of the assets. The Company applied this
transition to its accounts receivable assets on a prospective basis. The adoption did not have a material impact on the Company’s consolidated financial
statements or opening retained earnings, as the current economic environment at the time of adoption was consistent with the historical loss experience and
existing trends previously utilized in our Current Expected Credit Losses (CECL) models.

Other new accounting pronouncements issued, but not effective until after June 30, 2026, did not and are not expected to have a material impact on our
financial position, results of operations or liquidity.

3. Revenue
We account for revenue in accordance with ASC Topic 606: Revenue from Contracts with Customers.
Disaggregation of revenue

The following tables disaggregate our revenue by market type, as we believe this best depicts how the nature, amount, timing and uncertainty of our
revenue and cash flows are affected by economic factors. Sales and usage-based taxes are excluded from revenues.

Three Months Ended

June 30,
2026 2025
(In thousands)
United States International Total United States International Total
Food service technology $ 4917 $ 255  $ 5172 $ 4354 $ 407 $ 4,761
POS automation 619 - 619 585 5 590
Casino and gaming 5,358 1,960 7,318 5,959 1,670 7,629
Transact Services Group 638 201 839 584 234 818
Total net sales $ 11,532  $ 2416 $ 13,948 § 11,482 $ 2,316 $ 13,798
Six Months Ended
June 30,
2026 2025
(In thousands)
United States International Total United States International Total
Food service technology $ 9293 $ 571  $ 9,804 $ 8,976 $ 693 §$ 9,669
POS automation 1,239 - 1,239 1,203 5 1,208
Casino and gaming 11,140 4,517 15,657 10,781 3,567 14,348
TransAct Services Group 1,276 327 1,603 1,268 358 1,626
Total net sales $ 22,948 $ 5415 $ 28363 $ 22228 $ 4,623 $ 26,851
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Contract balances

Contract assets consist of unbilled receivables. Pursuant to the over-time revenue recognition model, revenue may be recognized prior to the customer
being invoiced. An unbilled receivable is recorded to reflect revenue that is recognized when such revenue exceeds the amount invoiced to the customer.
Unbilled receivables are separated into current and non-current assets and included within “Accounts receivable, net” and “Other assets” in the Condensed
Consolidated Balance Sheets.

Contract liabilities consist of customer pre-payments and deferred revenue. Customer prepayments are reported as “Accrued liabilities” in current
liabilities in the Condensed Consolidated Balance Sheets and represent customer payments made in advance of performance obligations in instances where
credit has not been extended and are recognized as revenue when the performance obligation is complete. Deferred revenue is reported separately in
current liabilities and non-current liabilities and consists of our extended warranty contracts, technical support for our food service technology terminals,
EPICENTRAL maintenance contracts and prepaid software subscriptions for our BOHA! software applications and is recognized as revenue as (or when)
we perform under the contract. For the six months ended June 30, 2026, we recognized revenue of $0.9 million related to our contract liabilities at
December 31, 2025. Total net contract liabilities consisted of the following:

June 30,2026 December 31, 2025
(In thousands)

Unbilled receivables, current $ 10 $ 31
Unbilled receivables, net of current portion - 1
Customer pre-payments (88) (26)
Deferred revenue, current (1,850) (1,400)
Deferred revenue, net of current portion (292) (355)
Total net contract liabilities $ (2,220) $ (1,749)

Remaining performance obligations

Remaining performance obligations represent the transaction price of firm orders for which a good or service has not been delivered to our customer. As of
June 30, 2026, the aggregate amount of transaction prices allocated to remaining performance obligations was $6.0 million. The Company expects to
recognize revenue of $5.7 million of its remaining performance obligations within the next 12 months following June 30, 2026, $0.2 million within the next
24 months following June 30, 2026 and the balance of these remaining performance obligations recognized within the next 36 months following June 30,
2026.

4. Inventories

The components of inventories were:

June 30,2026 December 31, 2025
(In thousands)

Raw materials and purchased component parts $ 3,775 $ 4,797
Finished goods 5,319 6,061

$ 9,094 3 10,858




Index

5. Intangible assets, net
During the six months ended June 30, 2026, the Company capitalized $2.0 million of software development costs that were incurred subsequent to
achieving technological feasibility but prior to commercialization. Amortization using the straight-line method will commence on July 1, 2026 which is the

completion and release of the software to customers and will be over an estimated useful life of seven years.

Identifiable intangible assets are recorded in Intangible assets, net in the accompanying Consolidated Balance Sheets and are comprised of the following:

June 30, 2026 December 31, 2025
Gross Accumulated Gross Accumulated
(In thousands) Amount Amortization Amount Amortization
Purchased technology $ 5,067 $ (1,591) $ 3,094 $§ (1,591)
Patents 15 (15) 15 (15)
Total $ 5,082 $ (1,606) $ 3,109 $ (1,606)

Amortization expense was zero in both fiscal 2025 and in the first six months of 2026.
6. Borrowings

Credit Facility

We are party to a Loan and Security Agreement, dated as of March 13, 2020 (as amended, the “Loan Agreement”), with Siena Lending Group LLC (the
“Lender”) that provides for a revolving credit line of up to $10.0 million, subject to a borrowing base based on 85% of eligible accounts receivable plus the
lesser of (a) $5.0 million and (b) 50% of eligible raw material and 60% of finished goods inventory (the “Siena Credit Facility”). Borrowings under the
Siena Credit Facility bear a floating rate of interest equal to the greatest of (i) the prime rate plus 1.75%, (ii) the federal funds rate plus 2.25%, and (iii)
6.50%. We also pay a fee of 0.50% on unused borrowings under the Siena Credit Facility. Borrowings under the Siena Credit Facility are secured by a lien
on substantially all the assets of the Company.

The Siena Credit Facility imposes a financial covenant on the Company requiring that the Company maintain excess availability of at least $750 thousand
under the Siena Credit Facility, tested as of the end of each calendar month and restricts, among other things, our ability to incur additional indebtedness
and create other liens. We have remained in compliance with our excess availability covenant through June 30, 2026.

The Company is required to either maintain outstanding borrowings under the Siena Credit Facility of at least $3.0 million in principal amount, or during
any period during which the Lender has control of the Company’s deposit account in accordance with the Loan Agreement, to pay interest on at least $3.0
million principal amount of loans, whether or not such amount of loans is actually outstanding. The maturity date of the Siena Credit Facility is March 31,
2027.

As of June 30, 2026, we had $3.0 million of outstanding borrowings under the Siena Credit Facility at an interest rate of 8.50%. We had $2.8 million of net
borrowing capacity available under the Siena Credit Facility at June 30, 2026.

7. Segment reporting

We apply the provisions of ASC Topic 280: Segment Reporting. We view our operations and manage our business as one segment: the design,
development, and marketing of software-driven technology and printing solutions for high growth markets, and provide related services, supplies and spare
parts. Factors used to identify TransAct’s single operating segment include the similar design, construction and functionality of our products and services,
the combined research & development team that supports the entire company, a combined assembly, production and supply chain logistics process used to
construct our products and services and a similar class of customers within our core markets (distributors, resellers, original equipment manufacturers
(“OEMSs”) and end users).

Other factors used to identify TransAct’s single operating segment include the organizational structure of the Company and the financial information
available for evaluation by the chief operating decision-maker (“CODM”) in making decisions about how to allocate resources and assess performance.
The Company’s CODM function is performed by the Company’s Chief Executive Officer and the Company’s Chief Financial Officer, who utilize a
consolidated approach to assess the performance of and allocate resources to the business.
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The CODM generally uses measures of sales, gross margin percentage, net income, earnings before interest, taxes, depreciation and amortization
(“EBITDA”) and adjusted EBITDA to make operational and strategic decisions. These financial measures are compared to budgeted and forecasted
amounts by the CODM on a regular basis to measure our progress towards our strategic plans, pursue product enhancements, conduct research and
development initiatives and make any other necessary overall strategic changes to the business. We disclose these non-GAAP segment results because we
believe they provide meaningful supplemental information and are used by the CODM in making decisions about how to allocate resources and assess
performance.

The following table provides the operating financial results of our segment:

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

Revenues $ 13,948 $ 13,798 $ 28,363 $ 26,851
Cost of materials sold 5,559 5,203 10,691 10,167
Compensation costs 5,105 5,486 10,066 10,323
Professional services 847 879 1,662 1,851
Occupancy costs 299 368 685 732
Marketing expenses 477 232 640 476
IT expenses 348 319 693 648
Severance expenses - 1 42 8
Depreciation and amortization 138 171 296 344
Other segment expenses M 1,229 1,397 2,871 2,575

14,002 14,056 27,646 27,124
Operating (loss) income 54 (258) 717 (273)
Interest income 139 126 284 233
Interest expense (80) (86) (159) (171)
Other, net (25) 115 (73) 178
Income tax expense 30) (40) (53) 1)
Net (loss) income $ 50) $ (143) $ 716 $ (124)

(1) Other segment expenses included in segment net income primarily include other cost of goods sold, other administrative costs and engineering costs.

A reconciliation of net income to EBITDA and adjusted EBITDA follows:

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

Net (loss) income $ (50) 3 (143) $ 716 $ (124)
Interest income, net 59) (40) (125) (62)
Income tax expense (benefit) 30 40 53 91
Depreciation and amortization 138 171 296 344
EBITDA 59 28 940 249
Share-based compensation 455 450 966 773
Adjusted EBITDA $ 514 S 478 § 1,906 $ 1,022
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8. Earnings per share

The following table sets forth the reconciliation of basic and diluted weighted average shares outstanding:

Three Months Ended Six Months Ended
June 30, June 30,
2026 2025 2026 2025
(In thousands, except per share data)
Net (loss) income $ 50) $ (143) $ 716 $ (124)
Shares:
Basic: Weighted average common shares outstanding 10,289 10,085 10,234 10,064
Add: Dilutive effect of outstanding options and restricted stock units as
determined by the treasury stock method - — 77 —
Diluted: Weighted average common and common equivalent shares outstanding 10,289 10,085 10,311 10,064
Net (loss) income per common share:
Basic $ 000 $ 0.01) $ 007 $ (0.01)
Diluted $ 000 $ 0.01) $ 007 $ (0.01)

The computation of basic net earnings per share for each period is computed by dividing earnings by the basic weighted average number of common shares
outstanding during the period. Diluted earnings per share is computed by dividing net earnings by the weighted average number of shares outstanding
during the period increased by the number of additional shares that would have been outstanding related to potentially dilutive securities under the treasury
stock method (including stock options, restricted stock units and performance stock units), if the impact is dilutive.

When the average market price of our common stock is lower than the exercise price of the related stock option during the period, the computation of
diluted earnings per share excludes the effect of the potential exercise of these stock option awards because the effect of including these stock option
exercises would be anti-dilutive. Furthermore, in periods when a net loss is reported, basic and diluted net loss per common share are calculated using the
same method.

There were 0.8 million and 1.8 million of anti-dilutive stock awards excluded from the computation of earnings per share for the quarters ended June 30,
2026 and 2025, respectively. There were 1.0 million and 1.7 million of anti-dilutive stock awards excluded from the computation of earnings per diluted
share for the six months ended June 30, 2026 and 2025, respectively.

9. Leases
We account for leases in accordance with ASC Topic 842: Leases.

We enter into lease agreements for the use of real estate space and certain equipment under operating leases and we have no financing leases. Our leases are
included in “Right-of-use-assets” and “Lease liabilities” in our Condensed Consolidated Balance Sheets. Our leases have various lease terms, some of
which include options to extend. Lease expense is recognized on a straight-line basis over the lease term. Leases with an initial term of twelve months or
less are not recorded on the Condensed Consolidated Balance Sheets.

On March 31, 2026, we amended our lease agreement for our facility in Ithaca, New York and entered into a new lease for facility in Las Vegas, Nevada.
The Ithaca amendment extended the expiration of the lease from May 31, 2026 to September 30, 2031 and the new lease for our facility in Las Vegas
expires on June 30, 203 1. These leases resulted in a $3.0 million increase in our right of use assets and lease liabilities in the first quarter of 2026.

Operating lease expense for the six months ended June 30, 2026 and 2025 was $441 thousand and $518 thousand, respectively, and is reported within “Cost
of sales”, “Engineering, design and product development expense”, “Selling and marketing expense”, and “General and administrative expense” in the
Condensed Consolidated Statements of Operations.
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The following information represents supplemental disclosure for the statement of cash flows related to operating leases (in thousands):

Six Months Ended,
June 30,
2026 2025
Operating cash outflows from leases $ 422 $ 526

The following summarizes additional information related to our leases as of June 30, 2026 and December 31, 2025:

June 30, 2026 December 31, 2025

Weighted average remaining lease term (in years) 5.1 2.3
Weighted average discount rate 8.5% 9.1%

The maturity of the Company’s operating lease liabilities as of June 30, 2026 and December 31, 2025 were as follows (in thousands):

June 30,2026 December 31, 2025

2026 $ 388 $ 376
2027 764 82
2028 778 82
2029 813 82
Thereafter 1,260 -

Total undiscounted lease payments 4,003 622
Less imputed interest 773 61

Total lease liabilities $ 3,230 $ 561

10. Income taxes

We recorded income tax expense in the first six months of 2026 of $53 thousand compared to income tax expense in the first six months of 2025 of $91
thousand. In the fourth quarter of 2024, the Company recorded a valuation allowance on the full value of its U.S. federal net deferred tax asset. The need
for this valuation allowance has been assessed as of June 30, 2026 and management continues to believe that the negative evidence, as further discussed
below, continues to support our valuation allowance. As such, we recorded no U.S. federal income tax expense during the first six months of 2026 and the
first six months of 2025. Tax expense is only being recorded on income taxes associated with earnings in the United Kingdom and minimum required state
taxes in the United States.

As of June 30, 2026 and December 31, 2025, we had $8.5 million and $8.7 million, respectively, of valuation allowance against our net deferred income tax
assets in multiple global tax jurisdictions. Valuation allowances are recorded to reduce deferred tax assets when it is more likely than not (greater than 50%)
that a tax benefit will not be realized. Federal net operating losses can be carried forward indefinitely, but these indefinite-lived NOLs are generally limited
to offsetting 80% of taxable income in any given year. The Federal R&D credit carryforwards typically have a 20-year carryforward period.

In evaluating the need for a valuation allowance, management considers all potential sources of taxable income, including income available in carryback
periods, future reversals of taxable temporary differences, projections of taxable income, income from tax planning strategies, as well as all available
positive and negative evidence. Positive evidence includes factors such as a history of profitable operations and projections of future profitability within
the carryforward period, including any potential tax planning strategies. Negative evidence includes items such as cumulative losses and projections of
future losses. Upon changes in facts and circumstances, management may conclude that deferred tax assets for which no valuation allowance is currently
recorded may not be realized, resulting in a charge to establish a valuation allowance. Existing valuation allowances are re-examined on a quarterly basis
under the same standards of positive and negative evidence.
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We are subject to U.S. federal income tax, as well as income tax in certain U.S. state and foreign jurisdictions. We have substantially concluded all U.S.
federal, state and local income tax, and foreign tax regulatory examination matters through 2021. However, our federal tax returns for the years 2022
through 2025 remain open to examination. Various U.S. state and foreign tax jurisdiction tax years remain open to examination as well, but we believe that
any additional assessment would be immaterial to the Condensed Consolidated Financial Statements.

11. Shareholders’ Equity

On April 28, 2026, the Company’s Board of Directors approved a share repurchase program authorizing the repurchase of up to $3.0 million of the
outstanding common stock of the Company. Under this program, the Company may repurchase shares from time to time in the open market, through
negotiated transactions, or by other means in accordance with applicable securities laws. The repurchase program was effective on May 12, 2026 and has a
term of one year. The repurchase program does not obligate the Company to repurchase any specific number of shares and may be suspended, modified, or
discontinued at any time. The repurchase program is funded using the Company’s existing cash balance and cash generated from operations. No shares
were repurchased by the Company during the three months ended June 30, 2026.

12. Subsequent events

We are currently dependent upon a manufacturer located in Thailand for the manufacturing and assembly of substantially all of our printers and terminals.
During 2025, the U.S. government announced a variety of trade-related actions, including the imposition of tariffs on imports from several countries,
including Thailand. On February 20, 2026, the U.S. Supreme Court issued a ruling in Learning Resources, Inc. v. Trump, holding that IEEPA does not
provide the executive branch with the authority to impose certain tariffs. This ruling invalidated certain tariffs previously paid by the Company on goods
imported from Thailand. Within hours of that ruling, the White House issued Proclamation 11012, utilizing Section 122 of the Trade Act of 1974 to bypass
the court decision and immediately instituted a temporary 10% global import surcharge. U.S. Customs and Border Protection (CBP) officially began
collecting the new 10% surcharge on February 24, 2026. Because Section 122 authority strictly limits emergency balance-of-payments surcharges to 150
days, this specific 10% global tariff met its statutory expiration date on July 24, 2026.

Also, following the Supreme Court’s ruling that IEEPA-based tariffs were unlawful, the Court of International Trade (CIT) ordered the CBP to provide a
process for the refund of collected tariffs. The refund mechanism allows importers to file claims for duties paid on shipments through a declaration in the
CAPE system, which was launched on April 20, 2026. See Note 1 Basis of presentation.

As stated, on July 24, 2026, the temporary 10% global import surcharge previously levied by the U.S. administration expired. Concurrently, effective July
24, 2026, the U.S. government implemented a new 12.5% import tariff under Section 301 on various goods imported from Thailand and dozens of other
trading partners, following an administration-led supply chain investigation. Because these Section 301 trade policy adjustments occurred subsequent to the
close of the reporting period on June 30, 2026, there is no impact on the condensed consolidated financial statements for the quarter then ended. The
Company is currently evaluating the long-term quantitative impact of these revised tariff rates on its future cost of goods sold, gross margins, and inventory
valuation, but expects that it will increase the landed cost of unexempt products imported from Thailand in future periods.

In the second quarter of 2026, the Company submitted tariff refund claims through the CAPE portal totaling approximately $572 thousand. In July 2026,
subsequent to the end of the reporting period but prior to the issuance of these financial statements, the Company received most of this refund claim from
the CAPE portal. The tariff claim has been recognized as of June 30, 2026 as a Type I subsequent event under ASC Topic 855: Subsequent Events, resulting
in a receivable and a credit to Cost of Goods Sold for the quarter ended June 30, 2026 in the amount of $572 thousand. The Company has communicated to
certain customers that it intends to pass through tariff refunds if and when the cash is successfully received from the government portal. In addition, in the
quarter ended June 30, 2026, the Company recorded a liability of $1,070 thousand (included in accrued liabilities) and a reduction in sales of $1,007
thousand. This liability reflects the Company’s estimated obligation to reimburse customers for prior tariff surcharges billed from April 2025 to February
2026, net of administrative and processing incidentals.

On August 10, 2026, management engaged BofA Securities as its financial advisor, given their expertise within the casino and gaming market and their
long-standing relationship with TransAct. This followed a request by the Company’s Board of Directors to initiate a formal strategic review of the casino
and gaming business. The Company believes that exploring potential options within casino and gaming, given the current strength within this market, is in
the best interests of stockholders as they look to maximize value. While the review is focused on the casino and gaming business, the Board of Directors
intends to evaluate a broader range of strategic alternatives to the extent the Board of Directors determines that doing so may further enhance stockholder
value. The Company has not set a timetable for the review, and there can be no assurance that the review will result in any transaction or other strategic
outcome.

The Company has evaluated all other events or transactions that occurred up to the date the Condensed Consolidated Financial Statements were issued.
Based on this review, the Company did not identify any subsequent events that would have required adjustment or disclosure in the Condensed
Consolidated Financial Statements.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Forward-Looking Statements

Certain statements included in this Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2026 (this “Report”), including without
limitation, statements in this Managements Discussion and Analysis of Financial Condition and Results of Operations are ‘forward-looking statements”
within the meaning of the U.S. federal securities laws, including the Private Securities Litigation Reform Act of 1995. Forward-looking statements are any
statements other than statements of historical fact. Forward-looking statements represent current views about possible future events and are often identified
by the use of forward-looking terminology, such as “may,” “will,” “could,” “expect,” “intend,” “estimate,” “anticipate,” “believe,” “project,” “plan,’
“predict,” “design” or “continue” or the negative thereof or other similar words. Forward-looking statements are subject to certain risks, uncertainties
and assumptions. In the event that one or more of such risks or uncertainties materialize, or one or more underlying assumptions prove incorrect, actual

results may differ materially from those expressed or implied by the forward-looking statements.

o« o« >

Important factors and uncertainties that could cause actual results to differ materially from those expressed or implied by the forward-looking statements
include, but are not limited to, the following:

*  the adverse effects of current economic conditions, including inflation and changes in interest rates, on our business, operations, financial
condition, results of operations and capital resources;

*  our ability to achieve the anticipated benefits of our acquisition of a licensed copy of the source code for the BOHA! software;

*  our continued reliance on third parties to host and support our food service technology (“FST”) offerings;

* difficulties or delays in manufacturing or delivery of inventory or other supply chain disruptions;

*  our dependence on a single contract manufacturer for the assembly of a large portion of our products in Asia;

*  the imposition of additional duties, tariffs, quotas, taxes, trade barriers, capital flow restrictions and other charges on imports and exports by the
United States or the governments of the countries in which we or our manufacturers and suppliers operate including the potential for new or
reinstated trade measures, in addition to the 10% tariff surcharge already implemented under Section 122 of the Trade Act of 1974 and the 12.5%
import tariff under Section 301 of the Trade Act of 1974, following the U.S. Supreme Court’s decision to invalidate certain previously imposed
tariffs;

*  the Russia/Ukraine and Middle East conflicts;

*  inadequate manufacturing capacity or a shortfall or excess of inventory as a result of difficulty in predicting manufacturing requirements due to
volatile economic conditions;

»  price increases, decreased availability of third-party component parts or raw materials at reasonable prices, price wars or significant pricing
pressures affecting the Company s products in the United States or abroad;

*  increased product costs or reduced customer demand for our products in the United States or abroad, including as a result of trade wars, tariffs or
other trade actions;

*  our ability to successfully develop new products that garner customer acceptance and generate sales, both domestically and internationally, in the
face of substantial competition;

e any system outages, interruptions or other disruptions to our software applications, including as a result of unexpected errors or mistakes in
connection with over-the-air updates;

*  our ability to successfully grow our business in the FST market;

*  renewal rates for our subscription-based products;

»  risks associated with the pursuit of strategic initiatives, including the strategic review of the Company s casino and gaming business and business
growth;

*  uncertainties and administrative, legal, and tax complexities associated with the process of claiming and remitting tariff refunds to customers,
which may expose us to litigation, regulatory scrutiny, and financial loss;

*  our dependence on significant suppliers;

*  our ability to recruit and retain quality employees;

*  our dependence on third parties for sales outside the United States,

*  marketplace acceptance of new products;

»  risks associated with foreign operations;

*  our ability to protect intellectual property,

*  exchange rate fluctuations;,

*  the availability of needed financing on acceptable terms or at all;

*  volatility of, and decreases in, trading prices of our common stock; and

o other risk factors identified and discussed in Part I, Item 1A, Risk Factors, and Part II, Item 7, Managements Discussion and Analysis of
Financial Condition and Results of Operations, in our Annual Report on Form 10-K for the year ended December 31, 2025 (the “2025 Form 10-
K”) and that may be detailed from time to time in the Company s other reports filed with the Securities and Exchange Commission (the “SEC”).

We caution readers not to place undue reliance on forward-looking statements, which speak only as of the date of this Report. We undertake no obligation
to publicly or otherwise revise any forward-looking statements, whether as a result of new information, future events or other factors, except where we are
expressly required to do so by applicable law.




Overview

TransAct is a leading provider of SaaS software and integrated hardware solutions for high-growth markets including food service technology, point of sale
(“POS”) automation and casino and gaming. Our world-class products are designed from the ground up based on market and customer requirements and
are sold under the BOHA!™, AccuDate™, Epic, EPICENTRAL®, and Ithaca® brand names. We also have a line of products for the food service
technology market, the BOHA! hardware solutions and companion branded suite of cloud-based applications. The BOHA! software and hardware products
help restaurants, convenience stores and food service operators of all sizes automate the food production in the back-of-house operations. Known and
respected worldwide for innovative designs and real-world service reliability, our thermal printers and terminals generate top-quality labels, coupons and
transaction records such as receipts, tickets and other documents. We sell our technology to original equipment manufacturers (“OEMs”), value-added
resellers, and select distributors, as well as directly to end users. Our product distribution spans across the Americas, Europe, the Middle East, Africa,
Asia, Australia, New Zealand, the Caribbean Islands and the South Pacific. We also offer world-class service, support, labels, spare parts, accessories and
printing supplies to our growing worldwide base of products currently in use by our customers. Through our TransAct Services Group (“TSG”), we provide
a complete range of supplies and consumables used in the printing activities of customers in the restaurant and hospitality, retail, casino and gaming, and
government markets. Through our webstore, www.transactsupplies.com, and our direct selling team, we address the demand for these products. We
operate in one reportable segment: the design, development, and marketing of software-driven technology and printing solutions for high growth markets,
and the provision of related services, supplies and spare parts. The Company’s chief operating decision maker, consisting of the Company’s Chief
Executive Officer and the Company’s Chief Financial Officer, utilize a consolidated approach to assess the performance of, and allocate resources to, the
business. Accordingly, management has concluded that the Company consists of a single operating segment and single reportable segment for accounting
and financial reporting purposes.

Solely for convenience, some of the trademarks, service marks, trade names and copyrights referred to in this Report are listed without the ©, ® and ™
symbols, but we will assert, to the fullest extent under applicable law, our rights to our trademarks, service marks, trade names and copyrights.

Recent Developments
Current Business and Economic Trends

Global macroeconomic conditions have impacted, and continue to impact, aspects of the Company’s operations and overall financial performance during
the six months ended June 30, 2026 and 2025. These macroeconomic conditions include, among others, changing levels of demand in the casino and
gaming market, supply chain constraints, geopolitical conflicts, inflationary pressures, high interest rates, and changes in global trade policies including
higher tariffs in the U.S. and other countries. These macroeconomic trends could continue to impact our business, including potential impacts to overall
financial performance during the remainder of 2026. We currently do not expect any significant impact to our capital and financial resources from these
macroeconomic conditions, including to our overall liquidity position based on our available cash and cash equivalents and our access to credit facilities.

Tariffs

We are currently dependent upon a manufacturer located in Thailand for the manufacturing and assembly of substantially all of our printers and terminals.
During 2025, the U.S. government announced a variety of trade-related actions, including the imposition of tariffs on imports from several countries,
including Thailand. On February 20, 2026, the U.S. Supreme Court issued a ruling in Learning Resources, Inc. v. Trump, holding that the International
Emergency Economic Powers Act (“IEEPA”) does not provide the executive branch with the authority to impose certain tariffs. This ruling invalidated
certain tariffs previously paid by the Company on goods imported from Thailand. Within hours of that ruling, the White House issued Proclamation 11012,
utilizing Section 122 of the Trade Act of 1974 to bypass the court decision and immediately instituted a temporary 10% global import surcharge. U.S.
Customs and Border Protection (CBP) officially began collecting the new 10% surcharge on February 24, 2026. Because Section 122 authority strictly
limits emergency balance-of-payments surcharges to 150 days, this specific 10% global tariff met its statutory expiration date on July 24, 2026. Effective
July 24, 2026, the U.S. government implemented a new 12.5% import tariff under Section 301 on various goods imported from Thailand and dozens of
other trading partners, following an administration-led supply chain investigation.




These tariffs impact certain goods that are assembled and imported into the U.S. from our manufacturer in Thailand. The majority of raw components used
in the manufacturing and assembly of our printers and terminals are sourced locally in Thailand, and to a lesser extent, from other countries in the region,
including China. As a result, we currently have a limited ability to mitigate the potential impact of tariffs on goods sold into the U.S. through alternative
sourcing or manufacturing. We currently mitigate tariffs by raising prices to customers, but there can be no assurance that we will be able to pass on all
tariff costs to customers via price increases. The Company continues to monitor and evaluate the ongoing impact of these tariffs but does not expect them
to have a material adverse effect on its operations or financial condition.

Following the February 2026 U.S. Supreme Court ruling regarding IEEPA tariffs, the Company has initiated a process to claim refunds of approximately
$0.6 million in previously paid duties. In line with its commitment to customer transparency, the Company also intends to reimburse certain customers for
tariff costs previously passed through via pricing adjustments, subject to applicable law and any further legal or regulatory developments. The Company
expects to issue these reimbursements following successful receipt of funds from U.S. Customs and Border Protection. The timing and ultimate amount of
these payments remain subject to the federal Consolidated Administration and Processing of Entries (“CAPE”) portal processing timelines and final
verification of eligible entries. In July 2026, subsequent to the quarter ended June 30, 2026, but prior to the issuance of these financial statements, the
Company received partial payment of $0.5 million in cash reimbursements from the government via the CAPE portal. The ultimate availability, timing and
final total amount to be received from refunds remains uncertain.

The continued effects of global tariffs may potentially increase the likelihood of a recession, create a significant reduction in consumer confidence and
customer demand, increase inflation or impact credit markets and interest rates. Any of these resulting effects could materially and adversely affect our
business, financial condition and results of operations. For information regarding the risks related to our manufacturer in Thailand and global economic
conditions, please see Part I, Item 1A, “Risk Factors,” of the 2025 Form 10-K.

Critical Accounting Estimates

Our discussion and analysis of our financial condition and results of operations are based upon our unaudited Condensed Consolidated Financial
Statements, which have been prepared by us in accordance with accounting principles generally accepted in the United States of America. The presentation
of these financial statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities, revenue and expenses, and
the disclosure of contingent assets and liabilities. Our critical accounting estimates include those related to revenue recognition, accounts receivable,
inventory obsolescence, goodwill and intangible assets, the valuation of deferred tax assets and liabilities and share-based compensation. We base our
estimates on historical experience and on various other assumptions that we believe to be reasonable under the circumstances. There have been no material
changes in our critical accounting estimates from the information presented in Part II, Item 7. “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” since the filing of the 2025 Form 10-K.




Results of Operations: Three months ended June 30, 2026 compared to three months ended June 30, 2025

Net Sales: Net sales, which include printer, terminal and software sales, as well as sales of replacement parts, consumables (including labels) and
maintenance and repair services, by market for the three months ended June 30, 2026 and 2025 were as follows (in thousands, except percentages):

Three Months Ended Three Months Ended
June 30, 2026 June 30, 2025 $ Change % Change

FST $ 5,172 371% $ 4,761 345% $ 411 8.6%
POS automation 619 4.4% 590 4.3% 29 4.9%
Casino and gaming 7,318 52.5% 7,629 55.3% (311) (4.1%)
TSG 839 6.0% 818 5.9% 21 2.6%

$ 13,948 100.0% $ 13,798 100.0% $ 150 1.1%
International * $ 2,416 17.3% $ 2,316 16.8% $ 100 4.3%

*  International sales do not include sales of printers and terminals made to domestic distributors or other domestic customers who may, in turn, ship
those printers and terminals to international destinations.

Net sales for the second quarter of 2026 increased $0.2 million, or 1%, compared to the second quarter of 2025. The Company recorded a reduction in
second quarter 2026 domestic casino and gaming sales of $1.0 million related to expected customer refunds as discussed earlier. Printer, terminal and other
hardware unit sales volume increased 6% to approximately 27,800 units, due primarily to a 6% unit sales volume increase in the casino and gaming market,
partially offset by a 7% unit sales volume decrease in FST hardware (FST has a smaller base). Unit sales volume changes in TSG and POS automation
were not material. For more information about the sales volume changes described above, please refer to the results of operations for each of our markets
discussed further below. The average selling price of our printers, terminals and other hardware, excluding the impact of the aforementioned $1.0 million
sales adjustment, was up 2% in the second quarter of 2026 compared to the second quarter of 2025. FST software, labels and other recurring revenue
increased $0.4 million, or 14%, in the second quarter of 2026 compared to the second quarter of 2025 due to increased software and label sales.

International sales for the second quarter of 2026 increased $100 thousand, or 4%, from the same period in 2025 due primarily to increased sales in our
casino and gaming market.

FST. Our primary offering in the FST market is our line of BOHA! products. The BOHA! product suite combines our latest generation terminal or
workstation, which includes one or two printers, with our BOHA! labeling, timers, and media software. In addition, customers may individually purchase
cloud-based software applications for our terminal or workstation. These applications can be integrated with separate mobile devices to create a solution to
automate back-of-house operations in restaurants, convenience stores and food service operations. The additional software offering of BOHA! consists of a
variety of individually purchased software-as-a-service (“SaaS”)-based applications for both Android and iOS operating systems, including applications for
temperature monitoring, temperature taking and checklists and task lists. These applications are sold separately, and customers purchase the applications
they need for their back-of-house operations. Customers may also purchase associated hardware, such as tablets, temperature sensors and gateways. The
BOHA! Terminal 2 and the newly launched Terminal 2 LTE combine an operating system and hardware components in a single touchscreen device with
one or two thermal print mechanisms that print easy-to-read food rotation labels, grab-and-go labels, and nutritional labels for prepared foods, and “enjoy
by” date labels. The BOHA! WorkStation uses an iPad or Android tablet instead of an integrated touchscreen. The BOHA! Terminal, Terminal 2 and
WorkStation are equipped with the TransAct Enterprise Management System to ensure that only approved touchscreen functions are available on the device
and to allow over-the-air updates to the operating system. BOHA! helps food service establishments and restaurants (including fine dining, casual dining,
fast casual and quick-service restaurants (“QSRs”), convenience stores, hospitality establishments and contract food service providers) effectively manage
food safety and grab-and-go initiatives, as well as automate and manage back-of-house operations. Recurring revenue from BOHA! is generated by
software sales, including software subscriptions that are typically charged to customers annually on a per-application basis, as well as sales of labels,
extended warranty and service contracts, and technical support services.

20




Sales of our worldwide FST products for the three months ended June 30, 2026 and 2025 were as follows (in thousands, except percentages):

Three Months Ended Three Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Domestic $ 4,917 95.1% $ 4,354 91.5% $ 563 12.9%
International 255 4.9% 407 8.5% (152) (37.3%)
$ 5,172 100.0% $ 4,761 100.0% $ 411 8.6%
Three Months Ended Three Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Hardware $ 1,814 351% $ 1,802 37.8% $ 12 0.7%
Software, labels and other recurring
revenue 3,358 64.9% 2,959 62.2% 399 13.5%
$ 5,172 100.0% $ 4,761 100.0% $ 411 8.6%

The increase in FST sales in the second quarter of 2026 compared to the second quarter of 2025 of $0.4 million, or 9%, was driven by an increase in both
software and label sales. Hardware sales were relatively flat in the second quarter of 2026 compared to the second quarter of 2025. FST software, labels
and other recurring revenue increased 14% in the second quarter of 2026 compared to the second quarter of 2025 due largely to stronger software sales (up
47%) and label sales (up 6%). The increase in software sales was driven by price increases.

We expect FST revenue to be higher in 2026 than in 2025 for the remainder of the year as we continue to focus on growing our installed base of terminals
and the related recurring revenue (including the sale of software, BOHA! labels, and other recurring revenue).

POS automation: In the POS automation market, we sell our Ithaca 9000 printer, which utilizes thermal printing technology. Our POS printer is used
primarily by McDonald’s, and to a lesser extent, other QSRs either at the checkout counter, grill station or within self-service kiosks to print receipts for
consumers or print on linerless labels. In the POS automation market, we primarily sell our products through a network of domestic distributors and
resellers.

Sales of our POS automation products for the three months ended June 30, 2026 and 2025 were as follows (in thousands, except percentages):

Three Months Ended Three Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Domestic $ 619 100.0% $ 585 99.2% $ 34 5.8%
International - 0.0% 5 0.8% %) (100.0%)
$ 619 100.0% $ 590 100.0% $ 29 4.9%

POS sales were consistent in the second quarter of 2026 compared to the second quarter of 2025. We believe sales have normalized at a lower level due to
competitive pressures that have resulted in a decreased level of sales and a reduction in average selling prices in 2025 compared to prior periods. We expect
POS automation sales for the remainder of 2026 to be comparable to our sales in 2025.
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Casino and gaming. Revenue from the casino and gaming market includes sales of thermal ticket printers used in slot machines, video lottery terminals,
and other gaming machines that print tickets or receipts instead of issuing coins at casinos, racetracks, charitable gaming establishments and other gaming
venues worldwide. Revenue from this market also includes sales of thermal roll-fed printers used in the international off-premise gaming market in gaming
machines such as Amusement with Prizes, Skills with Prizes and Fixed Odds Betting Terminals and kiosks for sports betting at non-casino gaming and
sports betting establishments. In addition, casino and gaming market revenue includes sales of the EPICENTRAL print system, our software solution, and
is currently sold both directly and through certain casino system providers on a subscription basis. EPICENTRAL enables casino operators to create
promotional coupons and marketing messages and to print them in real time at the slot machine. Sales of our worldwide casino and gaming products for the
three months ended June 30, 2026 and 2025 were as follows (in thousands, except percentages):

Three Months Ended Three Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Domestic $ 5,358 732% $ 5,959 78.1% $ (601) (10.1%)
International 1,960 26.8% 1,670 21.9% 290 17.4%
S 7,318 100.0% $ 7,629 100.0% $ (311) (4.1%)

Domestic sales of our casino and gaming products for the second quarter of 2026 decreased by $0.6 million, or 10% compared to the second quarter of
2025. The Company recorded a reduction in second quarter 2026 domestic casino and gaming sales of $1.0 million related to expected customer refunds as
discussed earlier. Absent this adjustment, casino and gaming sales in the second quarter of 2026 would have been $8.3 million, or up $0.7 million and 9%
from the second quarter of 2025. Sales during the first quarter of 2025 started to recover from a significant 2024 slowdown in order and shipment rates as
our customers worked through their excess inventory that had accumulated as a hedge during the worldwide supply chain crisis in 2022 and 2023. Sales in
the second quarter of 2026 strengthened as our major casino and gaming customers had sold through their on-hand inventory and began to order at more
historical demand levels again. As a result of these factors, including higher expected demand, we expect our domestic casino and gaming sales to be
higher in 2026 compared to 2025.

Our international casino and gaming sales were up $0.3 million or 17% during the second quarter of 2026 compared to the second quarter of 2025, due to
increased demand across multiple customers in both Europe and Australia. We expect our international sales to continue to be higher in 2026 compared to
2025.

TSG: Revenue generated by TSG includes sales of consumable products (POS receipt paper for non-FST legacy products), replacement parts and
accessories, maintenance and repair services and shipping and handling charges. Sales in our worldwide TSG market for the three months ended June 30,
2026 and 2025 were as follows (in thousands, except percentages):

Three Months Ended Three Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Domestic $ 638 76.0% $ 584 714% $ 54 9.2%
International 201 24.0% 234 28.6% (33) (14.1%)
$ 839 100.0% $ 818 100.0% $ 21 2.6%

The increase in domestic revenue from TSG during the second quarter of 2026, as compared to the second quarter of 2025, was due largely to higher repair
orders and higher shipping charges. The decrease in international revenue from TSG during the second quarter of 2026, as compared to the second quarter
0f 2025, was due to lower sales of spares and accessories.

We expect TSG sales to remain lower in 2026 compared to 2025 as we ceased selling all our remaining legacy consumable products at the end of 2025.
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Gross Profit. Gross profit information for the three months ended June 30, 2026 and 2025 is summarized below (in thousands, except percentages):

Three Months Ended June 30, Percent Percent of Percent of
2026 2025 Change Total Sales - 2026 Total Sales - 2025
$ 7,002 $ 6,652 5.3% 50.2% 48.2%

Gross profit is measured as revenue less cost of sales, which includes primarily the cost of all raw materials and component parts, direct labor,
manufacturing overhead expenses (including tariffs), cost of finished products purchased directly from our contract manufacturers, expenses associated
with installations and support of our EPICENTRAL print system and BOHA! products and royalty payments to third parties, including to the former third-
party licensor of our FST software products (during 2025). In the second quarter of 2026, gross profit increased $0.4 million, or 5%, and gross margin
increased 200 basis points to 50% due in part to increased sales of FST recurring revenue (software, labels and other recurring revenue) which carry higher
average margins than our other product offerings.

We expect gross margin for 2026 to be in the mid-to high-40% range.

Operating Expenses - Engineering, Design and Product Development. Engineering, design and product development expense information for the three
months ended June 30, 2026 and 2025 is summarized below (in thousands, except percentages):

Three Months Ended June 30, Percent Percent of Percent of
2026 2025 Change Total Sales - 2026 Total Sales - 2025
$ 1,226 $ 1,725 (28.9%) 8.8% 12.5%

Engineering, design and product development expenses primarily include salary and payroll-related expenses for our hardware and software engineering
staff, depreciation and design expenses (including prototype printer expenses, outside design, development and testing services, supplies and contract
software development expenses including those payments to the former third-party licensor of our FST software products). Engineering, design and
product development expenses decreased $0.5 million, or 29%, for the second quarter of 2026 compared to the second quarter of 2025 due largely to a
reduction in external consulting fees and lower bonus expense. Also, management capitalized certain internal labor costs associated with development
activities related to the 2025 acquisition from Avery Dennison Corporation of a perpetual license to a copy of the source code for the BOHA! software.
TransAct is capitalizing certain internal and external labor costs related to this project (see Note 2).

Operating Expenses - Selling and Marketing. Selling and marketing expense information for the three months ended June 30, 2026 and 2025 is
summarized below (in thousands, except percentages):

Three Months Ended June 30, Percent Percent of Percent of
2026 2025 Change Total Sales - 2026 Total Sales - 2025
$ 2,736 $ 2,103 30.1% 19.6% 15.2%

Selling and marketing expenses primarily include salaries and payroll-related expenses for our sales, marketing and customer success staff, sales
commissions, travel expenses, expenses associated with the lease of sales offices, advertising, trade show expenses, public relations, e-commerce, other
promotional marketing expenses and outsourced go-to-market consulting services. Selling and marketing expenses increased $0.6 million, or 30%, in the
second quarter of 2026 compared to the second quarter of 2025 due to higher costs related to programs to further improve the Company’s go-to-market
strategy, including the hire of additional sales, marketing and sales support staff.
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Operating Expenses - General and Administrative. General and administrative information for the three months ended June 30, 2026 and 2025 is
summarized below (in thousands, except percentages):

Three Months Ended June 30, Percent Percent of Percent of
2026 2025 Change Total Sales - 2026 Total Sales — 2025
$ 3,094 $ 3,082 0.4% 22.2% 22.3%

General and administrative expenses primarily include salaries, incentive and share-based compensation, and other payroll-related expenses for our Chief
Executive Officer, Chief Financial Officer, accounting, human resources, corporate development and information technology staff, expenses for our
corporate headquarters, professional and legal expenses, information technology expenses, board of director expenses and other expenses related to being a
publicly traded company. General and administrative expenses increased $12 thousand, or 0.4%, during the second quarter of 2026 compared to the second
quarter of 2025. Executive separation and associated legal expenses were partially offset by lower bonus and incentive compensation expense.

Operating Loss. Operating loss for the three months ended June 30, 2026 and 2025 is summarized below (in thousands, except percentages):
Three Months Ended June 30, Percent Percent of Percent of

2026 2025 Change Total Sales — 2026 Total Sales — 2025
$ 54) 3 (258) 79.1% (0.4%) (1.9%)

Our operating loss decreased $0.2 million in the second quarter of 2026 compared to the second quarter of 2025 due largely to the improvement of gross
margin of $0.4 million discussed above, partially offset by the $146 thousand of increased operating expenses discussed above.

Interest, net. We recorded net interest income of $59 thousand in the second quarter of 2026 compared to $40 thousand in the second quarter of 2025. For
both quarters, we were required to maintain outstanding borrowings of at least $3.0 million in principal amount on our Siena Credit Facility. We maintained
a higher average level of invested cash during the second quarter of 2026 compared to the second quarter of 2025 which resulted in higher interest income
in the 2026 period.

Other, net. Other, net primarily includes foreign exchange gains and losses by our UK subsidiary. During the second quarter of 2026 we recognized $25
thousand of foreign exchange losses compared to $115 thousand of foreign exchange gains in the second quarter of 2025. Going forward, we may continue
to experience more foreign exchange gains or losses depending on the level of sales to European customers through our UK subsidiary and the fluctuation
in exchange rates of the euro and pound sterling against the U.S. dollar.

Income Taxes. We recorded an income tax expense in the second quarter of 2026 of $30 thousand compared to income tax expense during the second
quarter of 2025 of $40 thousand. In the fourth quarter of 2024, the Company recorded a valuation allowance on the full value of its U.S. federal net
deferred tax asset. The need for this valuation allowance has been reassessed as of June 30, 2026 and management continues to believe this valuation
allowance is appropriate. As such, we recorded no U.S. federal income tax expense during the second quarter of 2026 and the second quarter of 2025. Our
tax expense for both periods only includes taxes associated with earnings in the United Kingdom and minimum required state taxes in the United States.
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Results of Operations: Six months ended June 30, 2026 compared to six months ended June 30, 2025

Net Sales: Net sales, which include printer, terminal and software sales, as well as sales of replacement parts, consumables (including labels) and
maintenance and repair services, by market for the six months ended June 30, 2026 and 2025 were as follows (in thousands, except percentages):

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

FST $ 9,864 34.8% $ 9,669 36.0% $ 195 2.0%
POS automation 1,239 4.4% 1,208 4.5% 31 2.6%
Casino and gaming 15,657 55.1% 14,348 53.4% 1,309 9.1%
TSG 1,603 5.7% 1,626 6.1% (23) (1.4%)

$ 28,363 100.0% $ 26,851 100.0% $ 1,512 5.6%
International * $ 5,415 19.1% $ 4,623 17.2% $ 792 17.1%

*  International sales do not include sales of printers and terminals made to domestic distributors or other domestic customers who may, in turn, ship
those printers and terminals to international destinations.

Net sales for the first six months of 2026 increased $1.5 million, or 6%, compared to the first six months of 2025. As noted, the Company recorded a
reduction in 2026 domestic casino and gaming sales of $1.0 million in the second quarter of 2026 related to expected customer refunds. Printer, terminal
and other hardware unit sales volume increased 7% to approximately 54,700 units, due primarily to a 11% unit sales volume increase in the casino and
gaming market, partially offset by a 23% unit sales volume decrease in FST hardware (FST has a smaller base). Unit sales volume changes in TSG and
POS automation were not material. For more information about the sales volume changes described above, please refer to the results of operations for each
of our markets discussed further below. The average selling price of our printers, terminals and other hardware, excluding the impact of the
aforementioned $1.0 million sales adjustment, was up 0.5% in the first six months of 2026 compared to the first six months of 2025. FST software, labels
and other recurring revenue increased $1.1 million, or 19%, in the first six months of 2026 compared to the first six months of 2025 due primarily to both
increased software and label sales.

International sales for the first six months of 2026 increased $0.8 million, or 17%, from the same period in 2025 due primarily to increased sales in our
casino and gaming market.

FST: For an in-depth discussion of our FST market dynamics and business overview, please refer the “Results of Operations: Three months ended June 30,
2026 compared to three months ended June 30, 2025 above.

Sales of our worldwide FST products for the six months ended June 30, 2026 and 2025 were as follows (in thousands, except percentages):

Six Months Ended Six Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Domestic $ 9,293 94.2% $ 8,976 92.8% § 317 3.5%
International 571 5.8% 693 7.2% (122) (17.6%)
$ 9,864 100.0% $ 9,669 100.0% $ 195 2.0%
Six Months Ended Six Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Hardware $ 3,158 32.0% $ 4,054 41.9% $ (896) (22.1%)
Software, labels and other recurring
revenue 6,706 68.0% 5,615 58.1% 1,091 19.4%
$ 9,864 100.0% $ 9,669 100.0% $ 195 2.0%
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The increase in FST sales in the first six months of 2026 compared to the first six months of 2025 was driven by a $1.1 million increase in software, labels
and other recurring revenue, partially offset by a $0.9 million decrease in hardware sales. Hardware sales were particularly strong in the first six months of
2025 due to replacement sales of our BOHA! Terminal 2 to a large convenience store (replacing our BOHA! Terminal 1) and a large international QSR
(replacing our AccuDate 9700), as well as a new sushi customer, that did not repeat in the first six months of 2026. FST software, labels and other recurring
revenue increased 19% in the first six months of 2026 compared to the prior year period due largely to stronger label sales (up $0.7 million due primarily to
a large order by an existing customer) and stronger software sales (up $0.3 million or 35%). The increase in software sales was driven by price increases.

Although FST revenues were relatively flat in the first six months of 2026 compared to the first six months of 2025, we expect FST revenue to be higher in
2026 than in 2025 for the remainder of the year as we continue to focus on growing our installed base of terminals and the related recurring software
revenue (including the sale software, BOHA! labels and other recurring revenue).

POS automation: For an in-depth discussion of our POS automation market dynamics and business overview, please refer the “Results of Operations:
Three months ended June 30, 2026 compared to three months ended June 30, 2025 above.

Sales of our POS automation products for the six months ended June 30, 2026 and 2025 were as follows (in thousands, except percentages):

Six Months Ended Six Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Domestic $ 1,239 100.0% $ 1,203 99.6% $ 36 3.0%
International - 0.0% 5 0.4% %) (100.0%)
$ 1,239 100.0% $ 1,208 100.0% $ 31 2.6%

POS sales increased $31 thousand or 3% in the first six months of 2026 compared to the first six months of 2025 . We believe sales have normalized to a
lower level due to competitive pressures that resulted in a decreased level of sales and a reduction in average selling prices in 2025 compared to prior
periods. We expect POS automation sales for the remainder of 2026 to be comparable to our sales in 2025.

Casino and gaming. For an in-depth discussion of our casino and gaming market dynamics and business overview, please refer the “Results of Operations:
Three months ended June 30, 2026 compared to three months ended June 30, 2025 above.

Sales of our worldwide casino and gaming products for the six months ended June 30, 2026 and 2025 were as follows (in thousands, except percentages):

Six Months Ended Six Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Domestic $ 11,140 71.2% $ 10,781 75.1% $ 359 3.3%
International 4,517 28.8% 3,567 24.9% 950 26.6%
$ 15,657 100.0% $ 14,348 100.0% $ 1,309 9.1%

Domestic sales of our casino and gaming products for the first six months of 2026 increased by $0.4 million, or 3% compared to the first six months of
2025. As noted, the Company recorded a reduction in 2026 domestic casino and gaming sales of $1.0 million in the second quarter of 2026 related to
expected customer refunds. Absent this adjustment, casino and gaming sales in the first six months of 2026 would have been $16.7 million, or up $2.3
million and 16% from the first six months of 2025. Sales during the first quarter of 2025 started to recover from a significant 2024 slowdown in order and
shipment rates as our customers worked through their excess inventory that had accumulated as a hedge during a worldwide supply chain crisis of 2022 and
2023. Sales in the first six months of 2026 strengthened as our major casino and gaming customers had sold through their on-hand inventory and began to
order at more historical demand levels again. As a result of these factors, including higher expected demand, we expect our domestic casino and gaming
sales to be higher in 2026 compared to 2025.
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Our international casino and gaming sales were up 27% during the first six months of 2026 compared to the first six months of 2025, due to increased
demand across multiple customers in both Europe and Australia. We expect our international sales to continue to be higher in 2026 compared to 2025.

TSG: For an in-depth discussion of our TSG market dynamics and business overview, please refer the “Results of Operations: Three months ended June
30, 2026 compared to three months ended June 30, 2025 above.

Sales in our worldwide TSG market for the six months ended June 30, 2026 and 2025 were as follows (in thousands, except percentages):

Six Months Ended Six Months Ended
June 30, 2026 June 30, 2025 $ Change % Change
Domestic $ 1,276 79.6% $ 1,268 78.0% $ 8 0.6%
International 327 20.4% 358 22.0% 31 (8.7%)
$ 1,603 100.0% $ 1,626 100.0% $ (23) (1.4%)

Domestic revenue from TSG during the first six months of 2026 as compared to the first six months of 2025 was flat as increases in repairs and shipping
were offset by lowers sales of spares. For the same periods, international sales were down $31 thousand due to lower sales of spares.

We expect TSG sales to be lower in 2026 compared to 2025 as we ceased selling all our remaining legacy consumable products at the end of 2025.
Gross Profit. Gross profit information for the six months ended June 30, 2026 and 2025 is summarized below (in thousands, except percentages):
Six Months Ended June 30, Percent Percent of Percent of

2026 2025 Change Total Sales - 2026 Total Sales - 2025
$ 14,255 $ 13,011 9.6% 50.3% 48.5%

Gross profit is measured as revenue less cost of sales, which includes primarily the cost of all raw materials and component parts, direct labor,
manufacturing overhead expenses (including tariffs), cost of finished products purchased directly from our contract manufacturers, expenses associated
with installations and support of our EPICENTRAL print system and BOHA! products and royalty payments to third parties, including to the former third-
party licensor of our FST software products (during 2025). In the first six months of 2026, gross profit increased $1.2 million, or 10%, and gross margin
increased 180 basis points to 50% due primarily to a 6% increase in overall sales, including a 9% increase in sales in our casino and gaming market, as well
as increased sales of FST recurring revenue (software, labels and other recurring revenue) which both carry higher average margins than our other product
offerings. This was partially offset by increased overhead costs and general inflation.

We expect gross margin for 2026 to be in the mid-to high-40% range.

Operating Expenses - Engineering, Design and Product Development. Engineering, design and product development expense information for the six
months ended June 30, 2026 and 2025 is summarized below (in thousands, except percentages):

Six Months Ended June 30, Percent Percent of Percent of
2026 2025 Change Total Sales - 2026 Total Sales - 2025
$ 2,606 $ 3,360 (22.4%) 9.2% 12.5%

Engineering, design and product development expenses primarily include salary and payroll-related expenses for our hardware and software engineering
staff, depreciation and design expenses (including prototype printer expenses, outside design, development and testing services, supplies and contract
software development expenses including those payments to the former third-party licensor of our FST software products). Engineering, design and
product development expenses decreased $0.8 million, or 22%, for the first six months of 2026 compared to the first six months of 2025 due largely to a
reduction in external consulting fees, lower bonus expense and the capitalization of certain internal labor costs associated with development activities
related to the 2025 acquisition from Avery Dennison Corporation of a perpetual license to a copy of the source code for the BOHA! software. TransAct is
capitalizing certain internal and external labor costs related to this project.
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Operating Expenses - Selling and Marketing. Selling and marketing expense information for the six months ended June 30, 2026 and 2025 is summarized
below (in thousands, except percentages):

Six Months Ended June 30, Percent Percent of Percent of
2026 2025 Change Total Sales - 2026 Total Sales - 2025
$ 4,933 $ 4,188 17.8% 17.4% 15.6%

Selling and marketing expenses primarily include salaries and payroll-related expenses for our sales, marketing and customer success staff, sales
commissions, travel expenses, expenses associated with the lease of sales offices, advertising, trade show expenses, public relations, e-commerce, other
promotional marketing expenses and outsourced go-to-market consulting services. Selling and marketing expenses increased $0.7 million, or 18%, in the
six months ended June 30, 2026 compared to the first six months of 2025 due to higher costs related to programs to further improve the Company’s go-to-
market strategy, including the hire of additional sales, marketing and sales support staff.

Operating Expenses - General and Administrative. General and administrative information for the six months ended June 30, 2026 and 2025 is
summarized below (in thousands, except percentages):

Six Months Ended June 30, Percent Percent of Percent of
2026 2025 Change Total Sales - 2026 Total Sales — 2025
$ 5,999 $ 5,736 4.6% 21.2% 21.4%

General and administrative expenses primarily include salaries, incentive and share-based compensation, and other payroll-related expenses for our Chief
Executive Officer, Chief Financial Officer, accounting, human resources, corporate development and information technology staff, expenses for our
corporate headquarters, professional and legal expenses, information technology expenses, board of director expenses and other expenses related to being a
publicly traded company. General and administrative expenses increased $0.3 million, or 5%, during the first six months of 2026 compared to the first six
months of 2025. Higher executive separation and stock compensation expenses were partially offset by lower bonus and salary expenses.

Operating Income (Loss). Operating income (loss) for the six months ended June 30, 2026 and 2025 is summarized below (in thousands, except
percentages):

Six Months Ended June 30, Percent Percent of Percent of
2026 2025 Change Total Sales — 2026 Total Sales — 2025
$ 717 $ (273) NM* 2.5% (1.0%)
* Not meaningful

Our operating income (loss) improved by $1.0 million in the first six months of 2026 compared to the first six months of 2025 due largely to a $1.5 million,
or 6% increase in sales and a resulting $1.2 million increase in gross profit, combined with relatively flat operating expenses (operating expenses increased
only $0.3 million, or 2%, in the first six months of 2026, compared to the first six months of 2025).

Interest, net. We recorded net interest income of $125 thousand in the first six months of 2026 compared to $62 thousand in the first six months of 2025.
For both periods, we were required to maintain outstanding borrowings of at least $3.0 million in principal amount on our Siena Credit Facility. We
maintained a higher average level of invested cash during the first six months of 2026 compared to the first six months of 2025, which resulted in higher
interest income in the 2026 period.

Other, net. Other, net primarily includes foreign exchange gains and losses by our UK subsidiary. During the first six months of 2026 we recognized $73
thousand of foreign exchange losses compared to $178 thousand of foreign exchange gains in the first six months of 2025. Going forward, we may
continue to experience more foreign exchange gains or losses depending on the level of sales to European customers through our UK subsidiary and the
fluctuation in exchange rates of the euro and pound sterling against the U.S. dollar.
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Income Taxes. We recorded an income tax expense in the first six months of 2026 of $53 thousand compared to income tax expense during the first six
months of 2025 of $91 thousand. In the fourth quarter of 2024, the Company recorded a valuation allowance on the full value of its U.S. federal net
deferred tax asset. The need for this valuation allowance has been assessed as of June 30, 2026 and management continues to believe this valuation
allowance is appropriate. As such, we recorded no U.S. federal income tax expense during the first six months of 2026 and the first six months of 2025.
Our tax expense for both periods only include taxes associated with earnings in the United Kingdom and minimum required state taxes in the United States.

Liquidity and Capital Resources

Cash Flow
In the first six months of 2026, our cash and cash equivalents balance decreased $1.0 million, or 5%, from December 31, 2025. We ended the second
quarter of 2026 with $19.4 million in cash and cash equivalents, of which $0.3 million was held by our UK subsidiary.

Operating activities: The following significant factors affected our cash provided by operating activities of $1.2 million for the first six months of 2026 as
compared to cash provided by operating activities of $3.4 million for the first six months of 2025:

During the first six months of 2026:
*  We reported net income of $716 thousand.
*  We recorded depreciation and amortization of $0.3 million and share-based compensation expense of $1.0 million.
*  Accounts receivable increased $4.0 million due largely to the timing of payments from large customers at June 30, 2026.
» Inventories decreased $1.7 million due to casino and gaming demand and a focus on inventory management.
*  Account payable increased $1.5 million due to the timing of cash payments and overseas purchases of inventory.

During the first six months of 2025:
*  We reported a net loss of $124 thousand.
*  We recorded depreciation and amortization of $0.3 million and share-based compensation expense of $0.8 million.
*  Accounts receivable increased $1.2 million due to the increase in sales as discussed in our Results of Operations above.
* Inventories decreased $3.4 million as we worked down our elevated inventory levels on hand, in part due to increased sales.
*  Accounts payable decreased $0.6 million consistent with our decrease in inventory.
»  Accrued liabilities and other liabilities increased $1.0 million due largely to higher accruals for incentive compensation as discussed in our Results
of Operations above.

Investing activities: Our capital expenditures were $137 thousand for the first six months of 2026 compared to $29 thousand for the first six months of
2025. Expenditures for both periods were primarily for computer and networking equipment and new tooling equipment. We also paid $2.0 million in
capitalized software development costs during the first six months of 2026 related to our purchase of a copy of the source code related to our BOHA! line
of products.

Financing activities: Financing activities used $93 thousand of cash during the first six months of 2026 compared to $50 thousand in cash used during the
first six months of 2025. These amounts relate to cash used to pay withholding taxes on stock issued from our stock compensation plans.
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Resource Sufficiency

Over the past two years, we have been impacted by global supply chain issues, increased shipping and tariff costs, increased interest rates and inflationary
pressures. After experiencing lingering effects of the COVID-19 pandemic through 2022, our operating results and operating cash flow improved
significantly during 2023 due largely to certain competitors’ inability to supply products in both the POS automation and casino and gaming markets. In
late 2023, we began to see indications of a temporary slowdown in demand in the casino and gaming market, as customers that had built up excess
inventory due to supply chain concerns advised us that they would temporarily reduce orders until their stock normalized. This slowdown impacted our
results in the fourth quarter of 2023 and during the years ended December 31, 2024 and 2025. Given the continued uncertainty related to the impact of
external factors on the food service and casino industries, we continue to monitor our cash generation, usage and preservation including the management of
working capital to generate cash.

We believe that our cash and cash equivalents on hand, our expected cash flows generated from operating activities, and borrowings available under our
Siena Credit Facility will provide sufficient resources to meet our working capital needs, finance our capital expenditures, fund the remaining payments for
the source code purchase and capitalized software development costs related to our BOHA! software, and meet our liquidity requirements through at least
the next twelve months. Notwithstanding this belief, the ultimate impact of current global economic pressures and uncertainty relating to tariffs,
inflationary pressures and market instability is unknown.

Credit Facility

We are party to a Loan and Security Agreement, dated as of March 13, 2020 (as amended, the “Loan Agreement”), with Siena Lending Group LLC (the
“Lender”) that provides for a revolving credit line of up to $10.0 million, subject to a borrowing base based on 85% of eligible accounts receivable plus the
lesser of (a) $5.0 million and (b) 50% of eligible raw material and 60% of finished goods inventory (the “Siena Credit Facility”). Borrowings under the
Siena Credit Facility bear a floating rate of interest equal to the greatest of (i) the prime rate plus 1.75%, (ii) the federal funds rate plus 2.25%, and (iii)
6.50%. We also pay a fee of 0.50% on unused borrowings under the Siena Credit Facility. Borrowings under the Siena Credit Facility are secured by a lien
on substantially all the assets of the Company.

The Siena Credit Facility imposes a financial covenant on the Company requiring that the Company maintain excess availability of at least $750 thousand
under the Siena Credit Facility, tested as of the end of each calendar month and restricts, among other things, our ability to incur additional indebtedness
and create other liens. We have remained in compliance with our excess availability covenant through June 30, 2026.

The Company is required to either maintain outstanding borrowings under the Siena Credit Facility of at least $3.0 million in principal amount, or during
any period during which the Lender has control of the Company’s deposit account in accordance with the Loan Agreement, to pay interest on at least $3.0
million principal amount of loans, whether or not such amount of loans is actually outstanding. The maturity date of the Siena Credit Facility is March 31,

2027.

As of June 30, 2026, we had $3.0 million of outstanding borrowings under the Siena Credit Facility at an interest rate of 8.50%. We had $2.8 million of net
borrowing capacity available under the Siena Credit Facility at June 30, 2026.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

TransAct is a smaller reporting company, as defined in Item 10(f)(1) of Regulation S-K, and is not required to provide information under this item.
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Item 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer (our principal executive officer and principal financial
officer, respectively), evaluated the effectiveness of our disclosure controls and procedures as of June 30, 2026. The term “disclosure controls and
procedures,” as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), means controls and
other procedures of a company that are designed to ensure that information required to be disclosed by a company in the reports that it files or submits
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange Commission’s
rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the company’s management,
including its principal executive and principal financial officers, as appropriate to allow timely decisions regarding required disclosure. Management
recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their
objectives, and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based on the
evaluation of our disclosure controls and procedures as of June 30, 2026, our Chief Executive Officer and Chief Financial Officer concluded that, as of
such date, our disclosure controls and procedures were effective at the reasonable assurance level.

Changes in Internal Control Over Financial Reporting

No change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) occurred during the fiscal
quarter ended June 30, 2026 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS
The Company may, in the ordinary course of business, become a party to litigation involving collection matters, contract claims and other legal proceedings
relating to the conduct of its business. As of June 30, 2026, we are unaware of any material pending legal proceedings, or of any material legal proceedings
contemplated by government authorities.

Item 1A. RISK FACTORS

Information regarding risk factors appears under Part I, Item 1A, “Risk Factors,” of the 2025 Form 10-K. There have been no material changes from the
risk factors previously disclosed in the 2025 Form 10-K. The risks identified in the 2025 Form 10-K are the currently known risks facing our Company that
management deems to be material to the Company. Additional risks and uncertainties, not currently known to us or that we currently deem to be
immaterial, also may materially adversely affect our business, financial condition or future results.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On April 28, 2026, the Company’s Board of Directors approved a share repurchase program authorizing the repurchase of up to $3.0 million of the
outstanding common stock of the Company (the “Repurchase Program”). Under the Repurchase Program, the Company may repurchase shares from time
to time in the open market, through privately negotiated transactions, or by other means in accordance with applicable securities laws. The Repurchase
Program was effective on May 12, 2026 and has a term of one year. The Repurchase Program does not obligate the Company to repurchase any specific
number of shares and may be suspended, modified, or discontinued at any time.

No shares were repurchased by the Company during the three months ended June 30, 2026.

Item 3. DEFAULTS UPON SENIOR SECURITIES
None.

Item 4. MINE SAFETY DISCLOSURES
Not applicable.

Item 5. OTHER INFORMATION
a) None
b) None
¢) During the three months ended June 30, 2026, no director or officer of the Company adopted or terminated a “Rule 10b5-1 trading arrangement”
or a “non-Rule 10b5-1 trading arrangement,” as each term is defined it Item 408(a) of Regulation S-K.
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Item 6. EXHIBITS

3.1 Certificate of Incorporation of TransAct Technologies Incorporated (conformed copy) (incorporated by reference to Exhibit 3.2 of the
Company’s Quarterly Report on Form 10-Q (SEC File No. 000-21121) filed with the SEC on August 18, 2022).

3.2 Amended and Restated By-Laws of TransAct Technologies Incorporated (as of February 25, 2026) (incorporated by reference to Exhibit
3.2 of the Company’s Annual Report on Form 10-K (SEC File No. 000-21121) filed with the SEC on March 12, 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 pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS Inline XBRL Instance Document (the instance document does not appear in the Interactive Data File because its XBRL tags are embedded
within the Inline XBRL document).

101.SCH Inline XBRL Taxonomy Extension Schema Document.

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document.

101.DEF Inline XBRL Taxonomy Extension 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 (formatted as Inline XBRL and contained in Exhibit 101).

*  Filed herewith.
**  Furnished herewith.
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https://www.sec.gov/Archives/edgar/data/1017303/000114036122030288/exhibit3-2.htm
https://www.sec.gov/Archives/edgar/data/1017303/000114036126009238/ef20064326_ex3-2.htm

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.

TRANSACT TECHNOLOGIES INCORPORATED
(Registrant)

By: /s/ Troy W. Ingianni
Dated: August 14, 2026 Troy W. Ingianni
Chief Financial Officer, Treasurer and Secretary
(Principal Financial Officer and Principal Accounting Officer,
and on behalf of the Registrant as a duly authorized officer)

33




Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

1, John M. Dillon, certify that:
1. Thave reviewed this quarterly report on Form 10-Q of TransAct Technologies Incorporated;

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 and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(¢) 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 and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

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

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

Date: August 14, 2026

/s/ John M. Dillon
John M. Dillon
President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

1, Troy W. Ingianni, certify that:
1. Thave reviewed this quarterly report on Form 10-Q of TransAct Technologies Incorporated;

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 and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(¢) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(%)) 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 and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

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

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

Date: August 14, 2026

/s/ Troy W. Ingianni

Troy W. Ingianni
Chief Financial Officer, Treasurer and Secretary




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of TransAct Technologies Incorporated (the “Company”) on Form 10-Q for the period ended June 30, 2026, as
filed with the Securities and Exchange Commission on the date hereof (the “Report™), each of the undersigned officers of the Company certifies, pursuant
to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that to the best of his knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as amended; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: August 14, 2026

/s/ John M. Dillon

John M. Dillon
President and Chief Executive Officer

Date: August 14, 2026

/s/ Troy W. Ingianni
Troy W. Ingianni
Chief Financial Officer, Treasurer and Secretary




