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[bookmark: CAUTIONARYSTATEMENTREGARDINGFORWARDLOOKI][bookmark: _47184cd8_9531_48c1_9dc9_b2152b9ed36e]CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q contains statements that Presto Automation Inc. and its subsidiaries (together, the “Company” or “Presto”) believe are “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. These forward-looking statements include, without limitation, statements relating to expectations for future financial performance, business strategies or expectations for our business. These statements are based on the beliefs and assumptions of the management of the Company. Although the Company believes that its plans, intentions and expectations reflected in or suggested by these forward-looking statements are reasonable, it cannot provide assurance that it will achieve or realize these plans, intentions or expectations. These statements constitute projections, forecasts and forward-looking statements, and are not guarantees of performance. Such statements can be identified by the fact that they do not relate strictly to historical or current facts. When used in this Quarterly Report on Form 10-Q, words such as “anticipate,” “believe,” “can,” “continue,” “could,” “estimate,” “expect,” “forecast,” “intend,” “may,” “might,” “plan,” “possible,” “potential,” “predict,” “project,” “seek,” “should,” “strive,” “target,” “will,” “would” and similar expressions may identify forward-looking statements, but the absence of these words does not mean that a statement is not forward-looking.
You should not place undue reliance on these forward-looking statements. Should one or more of a number of known and unknown risks and uncertainties materialize, or should any of our assumptions prove incorrect, the Company’s actual results or performance may be materially different from those expressed or implied by these forward-looking statements. Factors that could cause actual results to differ include, but are not limited to, the following:
	
	●
	Presto’s current liquidity resources raise substantial doubt about its ability to continue as a going concern and to comply with its debt covenants unless it raises additional capital to meet its obligations in the near term.


	
	●
	Presto’s limited operating history in a new and developing market makes it difficult to evaluate its current business and predict its future results.


	
	●
	Presto’s success depends on increasing the number of franchisees of our existing restaurant customers that use its solution, and, in particular, Presto Voice, and the timing of the deployments of contracted locations.


	
	●
	We have been evaluating strategic alternatives of our Presto Touch solution and considering whether to engage in a wind-down which would be a sale, partial sale or abandonment of the Presto Touch business in the coming months and we may be unable to realize the benefits we expect from doing so.


	
	●
	Presto’s sales cycles can be long and unpredictable, and its sales efforts require a considerable investment of time and expense.


	
	●
	Presto may be adversely affected if it is unable to optimize the number of human agents required to operate its Presto Voice solution to improve its unit cost structure.


	
	●
	Changes in Presto’s senior management team have impacted its organization’s focus and it is dependent on the continued services and performance of its current senior management team.


	
	●
	Presto’s ability to recruit, retain, and develop qualified personnel is critical to its success and growth.


	
	●
	Defects, errors or vulnerabilities in third party technology that is used in Presto’s solutions could harm its reputation and brand and adversely impact its business, financial condition, and results of operations.


	
	●
	Presto’s pricing decisions and pricing models may adversely affect its ability to attract new customers and retain existing customers.


	
	●
	If Presto fails to maintain a consistently high level of customer service or fails to manage its reputation, brand, business and financial results may be harmed.


	
	●
	Changes to Presto’s AI solutions could cause it to incur additional expenses and impact its product development program.
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	●
	Presto is subject to legal proceedings and government investigations which are costly and time-consuming to defend and may adversely affect its business, financial position, and results of operations.


	
	●
	Presto and certain of its third-party partners, service providers, and sub processors transmit and store personal information of its customers and their consumers. If the security of this information is compromised, Presto’s reputation may be harmed, and it may be exposed to liability and loss of business.


	
	●
	Presto is subject to stringent and changing privacy laws, regulations and standards, and contractual obligations related to data privacy and security, and noncompliance with such laws could adversely affect its business.


	
	●
	Security breaches, denial of service attacks, or other hacking and phishing attacks on Presto’s systems or the systems with which Presto’s solutions integrate could harm its reputation or subject Presto to significant liability, and adversely affect its business and financial results.


	
	●
	Presto is dependent upon its customers continued and unimpeded access to the internet, and upon their willingness to use the internet for commerce.


	
	●
	Presto’s efforts to generate revenues and/or reduce expenditures may not be sufficient and may make it difficult for Presto to implement its business strategy.


	
	●
	Presto has faced challenges complying with the covenants contained in its credit facility and, unless it can raise additional capital, it may need additional waivers which may not be forthcoming.


	
	●
	Presto requires additional capital, which additional financing is likely to result in restrictions on its operations or substantial dilution to its stockholders, to support the growth of its business, and this capital might not be available on acceptable terms, if at all.


	
	●
	Unfavorable conditions in the restaurant industry or the global economy could limit Presto’s ability to grow its business and materially impact its financial performance.


	
	●
	Presto’s results of operations may fluctuate from quarter to quarter and if it fails to meet the expectations of securities analysts or investors with respect to results of operations, its stock price and the value of your investment could decline.


	
	●
	Presto’s ability to use its net operating loss carryforwards and certain other tax attributes may be limited.


	
	●
	Recent turmoil in the banking industry may negatively impact Presto’s ability to acquire financing on acceptable terms if at all, and worsening conditions or additional bank failures could result in a loss of deposits over federally insured levels.


	
	●
	The restaurant technology industry is highly competitive. Presto may not be able to compete successfully against current and future competitors.


	
	●
	Mergers of or other strategic transactions by Presto’s competitors, its customers, or its partners could weaken its competitive position or reduce its revenue.


	
	●
	Presto’s growth depends in part on reliance on third parties and its ability to integrate with third-party applications and software.


	
	●
	Presto’s transaction revenue is partly dependent on its partners to develop and update third-party entertainment applications. The decisions of developers to remove their applications or change the terms of our commercial relationship could adversely impact Presto’s transaction revenue.


	
	●
	Payment transactions processed on Presto’s solutions may subject Presto to regulatory requirements and the rules of payment card networks, and other risks that could be costly and difficult to comply with or that could harm its business.
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	●
	Presto relies upon Amazon Web Services, Microsoft Azure and other infrastructure to operate its platform, and any disruption of or interference with its use of these providers would adversely affect its business, results of operations, and financial condition.


	
	●
	Certain estimates and information contained in this report are based on information from third-party sources, and Presto does not independently verify the accuracy or completeness of the data contained in such sources or the methodologies for collecting such data.


	
	●
	Presto’s business is subject to a variety of U.S. laws and regulations, many of which are unsettled and still developing, and Presto or its customers’ failure to comply with such laws and regulations could subject Presto to claims or otherwise adversely affect its business, financial condition, or results of operations.


	
	●
	Significant changes in U.S. and international trade policies that restrict imports or increase tariffs could have a material adverse effect on Presto’s results of operations.


	
	●
	If Presto fails to adequately protect its intellectual property rights, its competitive position could be impaired and it may lose valuable assets, generate reduced revenue and become subject to costly litigation to protect its rights.


	
	●
	Presto has been, and may in the future be, subject to claims by third parties of intellectual property infringement, which, if successful could negatively impact operations and significantly increase costs.


	
	●
	Presto uses open-source software in its platform, which could negatively affect its ability to sell its services or subject it to litigation or other actions.


	
	●
	Presto may be unable to continue to use the domain names that it uses in its business or prevent third parties from acquiring and using domain names that infringe on, are similar to, or otherwise decrease the value of its brand, trademarks, or service marks.


	
	●
	Presto’s senior management team has limited experience managing a public company, and regulatory compliance obligations may divert its attention from the day-to-day management of its business.


	
	●
	As a public reporting company, Presto is subject to filing deadlines for reports that are filed pursuant to the Exchange Act, and its failure to timely file such reports may have material adverse consequences on its business.


	
	●
	As a public reporting company, Presto is subject to rules and regulations established from time to time by the SEC regarding its internal control over financial reporting. If Presto fails to establish and maintain effective internal control over financial reporting and disclosure controls and procedures, it may not be able to accurately report its financial results or report them in a timely manner.


	
	●
	Presto has identified material weaknesses in its internal controls over financial reporting and, if it fails to remediate these deficiencies, it may not be able to accurately or timely report its financial condition or results of operations.


	
	●
	Presto is an emerging growth company, and it cannot be certain if the reduced disclosure requirements applicable to emerging growth companies will make its common stock less attractive to investors.


	
	●
	Presto has and will continue to incur significant costs as a result of operating as a public company.


	
	●
	Provisions in Presto’s Charter and Bylaws may discourage, delay or prevent a merger, acquisition or other change in control in Presto’s company that stockholders may consider favorable, including transactions in which you might otherwise receive a premium for your shares.


	
	●
	Presto’s Charter provides that the Court of Chancery of the State of Delaware and the federal district courts of the United States of America are the exclusive forums for substantially all disputes between it and our stockholders, which could limit its stockholders’ ability to obtain a favorable judicial forum for disputes with Presto or its directors, officers, or employees.
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	●
	A market for Presto’s securities may not continue, which would adversely affect the liquidity and price of its securities.


	
	●
	The Nasdaq Stock Market LLC (“Nasdaq”) may delist Presto’s securities from trading on its exchange, which could limit investors’ ability to make transactions in its securities and subject Presto to additional trading restrictions.


	
	●
	Future offerings of debt or offerings or issuances of equity securities by Presto may adversely affect the market price of Presto’s common stock or otherwise dilute all other stockholders.


	
	●
	If securities or industry analysts do not publish or cease publishing research or reports about Presto, its business, or its market, or if they change their recommendations regarding Presto’s securities adversely, the price and trading volume of Presto’s securities could decline.


	
	●
	Presto may be subject to securities litigation, which is expensive and could divert management’s attention and strategic alternatives.


We may also be impacted by other factors disclosed in this Quarterly Report on Form 10-Q and the Company’s other filings with the Securities and Exchange Commission (the “SEC”).
The Company’s forward-looking statements speak only as of the date of their initial issuance, and the Company does not undertake any obligation to update or revise publicly any forward-looking statement, whether as a result of new information, future events, or otherwise.
​
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	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of
	    
	As of
	    

	​
	​
	December 31, 
	​
	June 30,
	​

	​
	    
	2023
	    
	2023
	    

	Assets
	​
	​
	​
	​
	​
	​
	​

	Current assets:
	​
	​
	​
	​
	​
	​
	​

	Cash and cash equivalents
	​
	$
	3,375
	​
	$
	15,143
	​

	Restricted cash
	​
	​
	10,000
	​
	​
	10,000
	​

	Accounts receivable, net of allowance of $124 and $746, respectively
	​
	 
	1,791
	​
	 
	1,831
	​

	Inventories
	​
	 
	312
	​
	 
	629
	​

	Deferred costs, current
	​
	 
	1,447
	​
	 
	2,301
	​

	Prepaid expenses and other current assets
	​
	 
	1,847
	​
	 
	1,162
	​

	Total current assets
	​
	 
	18,772
	​
	 
	31,066
	​

	Deferred costs, net of current portion
	​
	 
	207
	​
	 
	92
	​

	Investment in non-affiliate
	​
	​
	2,000
	​
	​
	2,000
	​

	Property and equipment, net
	​
	 
	506
	​
	 
	909
	​

	Intangible assets, net
	​
	 
	7,497
	​
	 
	10,528
	​

	Goodwill
	​
	 
	1,156
	​
	 
	1,156
	​

	Other long-term assets
	​
	 
	728
	​
	 
	936
	​

	Total assets
	​
	$
	30,866
	​
	$
	46,687
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Liabilities and Stockholders’ Deficit
	​
	 
	  
	​
	 
	  
	​

	Current liabilities:
	​
	 
	  
	​
	 
	  
	​

	Accounts payable
	​
	$
	3,596
	​
	$
	3,295
	​

	Accrued liabilities
	​
	 
	3,845
	​
	 
	4,319
	​

	Financing obligations, current
	​
	 
	3,624
	​
	 
	1,676
	​

	Term loans, current
	​
	 
	55,632
	​
	 
	50,639
	​

	Deferred revenue, current
	​
	 
	1,105
	​
	 
	1,284
	​

	Total current liabilities
	​
	 
	67,802
	​
	 
	61,213
	​

	Financing obligations, net of current
	​
	​
	—
	​
	​
	3,000
	​

	Warrant liabilities
	​
	 
	4,705
	​
	 
	25,867
	​

	Deferred revenue, net of current portion
	​
	 
	163
	​
	 
	299
	​

	Other long-term liabilities
	​
	 
	25
	​
	 
	1,535
	​

	Total liabilities
	​
	 
	72,695
	​
	 
	91,914
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Commitments and Contingencies (Refer to Note 8)
	​
	 
	  
	​
	 
	  
	​

	Stockholders’ deficit:
	​
	 
	  
	​
	 
	  
	​

	Preferred stock, $0.0001 par value–1,500,000 shares authorized as of December 31, 2023 and June 30, 2023, respectively; no shares issued and outstanding as of December 31, 2023 and June 30, 2023, respectively 
	​
	 
	—
	​
	 
	—
	​

	Common stock, $0.0001 par value–180,000,000 shares authorized as of December 31, 2023 and June 30, 2023, and 70,335,628 and 57,180,531 shares issued and outstanding as of December 31, 2023 and June 30, 2023, respectively
	​
	 
	7
	​
	 
	5
	​

	Additional paid-in capital
	​
	 
	206,109
	​
	 
	190,031
	​

	Accumulated deficit
	​
	 
	(247,945)
	​
	 
	(235,263)
	​

	Total stockholders’ deficit
	​
	 
	(41,829)
	​
	 
	(45,227)
	​

	Total liabilities and stockholders’ deficit
	​
	$
	30,866
	​
	$
	46,687
	​


​
The accompanying notes are an integral part of these condensed consolidated financial statements.
​
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	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended 
	    
	Six months ended 
	    

	​
	​
	December 31, 
	​
	December 31, 
	​

	​
	    
	2023
	    
	2022
	    
	2023
	    
	2022
	    

	Revenue
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Platform
	​
	$
	2,175
	​
	$
	4,131
	​
	$
	4,241
	​
	$
	8,529
	​

	Transaction
	​
	 
	2,718
	​
	 
	3,221
	​
	 
	5,537
	​
	 
	6,180
	​

	Total revenue
	​
	 
	4,893
	​
	 
	7,352
	​
	 
	9,778
	​
	 
	14,709
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Cost of revenue
	​
	 
	  
	​
	 
	  
	​
	 
	  
	​
	 
	  
	​

	Platform
	​
	 
	1,327
	​
	 
	4,219
	​
	 
	2,523
	​
	 
	8,208
	​

	Transaction
	​
	 
	2,439
	​
	 
	2,833
	​
	 
	4,960
	​
	 
	5,477
	​

	Depreciation, amortization and impairments
	​
	 
	2,079
	​
	 
	291
	​
	 
	3,044
	​
	 
	582
	​

	Total cost of revenue
	​
	 
	5,845
	​
	 
	7,343
	​
	 
	10,527
	​
	 
	14,267
	​

	Gross profit (loss)
	​
	 
	(952)
	​
	 
	9
	​
	 
	(749)
	​
	 
	442
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Operating expenses:
	​
	 
	  
	​
	 
	  
	​
	 
	  
	​
	 
	  
	​

	Research and development
	​
	 
	7,298
	​
	 
	5,112
	​
	 
	11,782
	​
	 
	11,381
	​

	Sales and marketing
	​
	 
	1,921
	​
	 
	2,227
	​
	 
	3,835
	​
	 
	4,626
	​

	General and administrative
	​
	 
	9,729
	​
	 
	6,276
	​
	 
	16,799
	​
	 
	12,200
	​

	Total operating expenses
	​
	 
	18,948
	​
	 
	13,615
	​
	 
	32,416
	​
	 
	28,207
	​

	Loss from operations
	​
	 
	(19,900)
	​
	 
	(13,606)
	​
	 
	(33,165)
	​
	 
	(27,765)
	​

	Change in fair value of warrants and convertible promissory notes
	​
	 
	5,286
	​
	 
	(378)
	​
	 
	26,311
	​
	 
	59,444
	​

	Interest expense
	​
	 
	(3,557)
	​
	 
	(3,030)
	​
	 
	(7,315)
	​
	 
	(6,406)
	​

	Loss on extinguishment of debt and financing obligations
	​
	 
	—
	​
	 
	(337)
	​
	 
	—
	​
	 
	(8,095)
	​

	Other financing and financial instrument income (costs), net
	​
	 
	107
	​
	 
	—
	​
	 
	1,391
	​
	 
	(1,768)
	​

	Other income, net
	​
	 
	10
	​
	 
	327
	​
	 
	92
	​
	 
	2,355
	​

	Total other income (expense), net
	​
	 
	1,846
	​
	 
	(3,418)
	​
	 
	20,479
	​
	 
	45,530
	​

	Income (loss) before provision (benefit) for income taxes
	​
	 
	(18,054)
	​
	 
	(17,024)
	​
	 
	(12,686)
	​
	 
	17,765
	​

	Provision (benefit) for income taxes
	​
	 
	—
	​
	 
	5
	​
	 
	(4)
	​
	 
	5
	​

	Net income (loss) and comprehensive income (loss)
	​
	$
	(18,054)
	​
	$
	(17,029)
	​
	$
	(12,682)
	​
	$
	17,760
	​

	Reconciliation of net income (loss) and comprehensive income (loss) attributable to common stockholders for net income (loss) per share:
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Less deemed dividend attributable to the anti-dilution provision
	​
	​
	(1,500)
	​
	​
	—
	​
	​
	(1,500)
	​
	​
	—
	​

	Net income (loss) and comprehensive income (loss) attributable to common stockholders
	​
	​
	(19,554)
	​
	​
	(17,029)
	​
	​
	(14,182)
	​
	​
	17,760
	​

	Net income (loss) per share attributable to common stockholders, basic
	​
	$
	(0.31)
	​
	$
	(0.33)
	​
	$
	(0.23)
	​
	$
	0.44
	​

	Net income (loss) per share attributable to common stockholders, diluted
	​
	​
	(0.31)
	​
	​
	(0.33)
	​
	​
	(0.23)
	​
	​
	0.35
	​

	Weighted-average shares used in computing net income (loss) per share attributable to common stockholders, basic
	​
	 
	63,599,890
	​
	 
	50,998,941
	​
	 
	60,721,231
	​
	 
	40,475,200
	​

	Weighted-average shares used in computing net income (loss) per share attributable to common stockholders, diluted
	​
	 
	63,599,890
	​
	 
	50,998,941
	​
	 
	60,721,231
	​
	 
	50,775,172
	​


​
The accompanying notes are an integral part of these condensed consolidated financial statements
​
2
Table of Contents
[bookmark: _a66ade74_af06_4c4e_9ae1_d0107d7046c1][bookmark: CONDENSEDCONSOLIDATEDSTATEMENTSOFSTOCKHO]PRESTO AUTOMATION INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT
(UNAUDITED)
(in thousands, except share data)
​
[bookmark: Tc_C84azGvRvk6_I1Z9FgnknQ_14_13][bookmark: Tc_dm3sjfQNqUiL4ETWd4cyyQ_14_10][bookmark: Tc_1pIJ6GZbo027deZVR9QKbA_14_7][bookmark: Tc_O1ayj_wy-Ee6ZcmNgcRXAA_14_4][bookmark: Tc_NiGWGDBDYEOfTlTY88AQAA_14_0][bookmark: Tc_sKempL5hkEKL7RHfKVAjsQ_13_8][bookmark: Tc_kTkICmH8YEmxaNCxXMNB0A_13_5][bookmark: Tc_nTR5-zRMCUudRwPARZYV3w_13_2][bookmark: Tc_XVyFHtRTFEW6nGySnBqMtQ_13_0][bookmark: Tc_OMVbmX9NLUOhFU2ywH6Wkg_12_11][bookmark: Tc_vKe5rKNHnUavnZDuXlUtuA_12_5][bookmark: Tc_9nxmI9xfI0qeMwfklB1WNw_12_2][bookmark: Tc_uz1lkIifs0KVzGKHNsibhQ_12_0][bookmark: Tc_8vICl_wyHUSGSWaptaBb4g_11_11][bookmark: Tc_dpj1LMJxikCTigvnvoOxGw_11_5][bookmark: Tc_hEwnujGWKUmtcZyB3_wpCg_11_2][bookmark: Tc_S7apuRikd0y7DLng8qG2aA_11_0][bookmark: Tc_PTIHm_1hxEaZOGbVAhf8Jw_10_14][bookmark: Tc_0oUNZ1V7W0--VcxHC_Kd0A_10_11][bookmark: Tc_wI_lOWpyUECLXImYwMOxbg_10_8][bookmark: Tc_wSRhBuDb-0aNmRK-CR9rFA_10_5][bookmark: Tc_mDzO8qP85EeNgC4ukE-r1w_10_0][bookmark: Tc_ivcAArhDG0OsvFDU51FwAA_9_11][bookmark: Tc_p8n8pgV3xECUwWQOEfRbFw_9_0][bookmark: Tc_UlctH-_COk21tbP0C8Fpqg_8_11][bookmark: Tc_juDT6rRe3UeakyC-nw1jvA_8_5][bookmark: Tc_AX193RBhtUKtNvWqKckjQQ_8_2][bookmark: Tc_pVmNY5EvP0ChQIjXkQT34Q_8_0][bookmark: Tc_uhnlFqbqPEiX7lycnAAJkA_7_14][bookmark: Tc_0pMpx3zJnkyXkVWlp9v-AA_7_11][bookmark: Tc_FGbI4k6Vn06qE_ikGT0q0A_7_8][bookmark: Tc_JrkpjX1wB0G0o0_1gAxXPw_7_5][bookmark: Tc_dv1kcldZsUyX-Ip1ylWqfg_7_0][bookmark: Tc_tisefqlvt0iZCsbhvwfPiQ_6_14][bookmark: Tc_mECtndWM_0-ZJ60ujdFPxw_6_11][bookmark: Tc_bSL78ueW8kKEGlWT9d-VKw_6_5][bookmark: Tc_zzFqf6Yy2Eqq4hVd3P6tIw_6_0][bookmark: Tc_DZWteYF6j0iqrJxrcpNl-w_5_11][bookmark: Tc_vct6vuY_t0SN8NA8RBfq_g_5_0][bookmark: Tc_guvvlyy0NkmFLJQqOc-pGg_4_13][bookmark: Tc_teb-flBzrEO2F2XMQm-2bA_4_10][bookmark: Tc_62yerz4z_EGOPnVdVXZU-A_4_7][bookmark: Tc_4YFBJjeWukKVd7vzSOeUuw_4_4][bookmark: Tc_I4KTSQ7Ly0-wmqpgQtUjTg_4_0][bookmark: Tc_kT8gV7tb1EC8RA1C53ewVQ_3_13][bookmark: Tc_FcuwWMzObU-8CvGDj4xLUw_3_10][bookmark: Tc_tYm8WpxFxk63WFGwsUWITA_3_7][bookmark: Tc_LB1l6TQxIkaxMKQGrSLH4w_3_4][bookmark: Tc_L5O3kJ03bUuDkIfCwhQelA_3_2][bookmark: Tc_IC64dUyLLU2Dje5vqc5J1Q_2_13][bookmark: Tc_rcmYoAof6EmoZwg4N70CjA_2_10][bookmark: Tc_gyUf_g_oyE-5oK1EZBylmA_2_7][bookmark: Tc_uV0rsuOTpkC9Am70pLBNBg_2_2][bookmark: Tc_0UnBksBqOEKIUa41tj5bjQ_1_13][bookmark: Tc_FifO6NABgEmS1kPvavEnuQ_1_7][bookmark: _4d21e6ff_8f07_40a5_91bf_0b06d8baa28d][bookmark: Tc_C84azGvRvk6_I1Z9FgnknQ_14_13][bookmark: Tc_dm3sjfQNqUiL4ETWd4cyyQ_14_10][bookmark: Tc_1pIJ6GZbo027deZVR9QKbA_14_7][bookmark: Tc_O1ayj_wy-Ee6ZcmNgcRXAA_14_4][bookmark: Tc_NiGWGDBDYEOfTlTY88AQAA_14_0][bookmark: Tc_sKempL5hkEKL7RHfKVAjsQ_13_8][bookmark: Tc_kTkICmH8YEmxaNCxXMNB0A_13_5][bookmark: Tc_nTR5-zRMCUudRwPARZYV3w_13_2][bookmark: Tc_XVyFHtRTFEW6nGySnBqMtQ_13_0][bookmark: Tc_OMVbmX9NLUOhFU2ywH6Wkg_12_11][bookmark: Tc_vKe5rKNHnUavnZDuXlUtuA_12_5][bookmark: Tc_9nxmI9xfI0qeMwfklB1WNw_12_2][bookmark: Tc_uz1lkIifs0KVzGKHNsibhQ_12_0][bookmark: Tc_8vICl_wyHUSGSWaptaBb4g_11_11][bookmark: Tc_dpj1LMJxikCTigvnvoOxGw_11_5][bookmark: Tc_hEwnujGWKUmtcZyB3_wpCg_11_2][bookmark: Tc_S7apuRikd0y7DLng8qG2aA_11_0][bookmark: Tc_PTIHm_1hxEaZOGbVAhf8Jw_10_14][bookmark: Tc_0oUNZ1V7W0--VcxHC_Kd0A_10_11][bookmark: Tc_wI_lOWpyUECLXImYwMOxbg_10_8][bookmark: Tc_wSRhBuDb-0aNmRK-CR9rFA_10_5][bookmark: Tc_mDzO8qP85EeNgC4ukE-r1w_10_0][bookmark: Tc_ivcAArhDG0OsvFDU51FwAA_9_11][bookmark: Tc_p8n8pgV3xECUwWQOEfRbFw_9_0][bookmark: Tc_UlctH-_COk21tbP0C8Fpqg_8_11][bookmark: Tc_juDT6rRe3UeakyC-nw1jvA_8_5][bookmark: Tc_AX193RBhtUKtNvWqKckjQQ_8_2][bookmark: Tc_pVmNY5EvP0ChQIjXkQT34Q_8_0][bookmark: Tc_uhnlFqbqPEiX7lycnAAJkA_7_14][bookmark: Tc_0pMpx3zJnkyXkVWlp9v-AA_7_11][bookmark: Tc_FGbI4k6Vn06qE_ikGT0q0A_7_8][bookmark: Tc_JrkpjX1wB0G0o0_1gAxXPw_7_5][bookmark: Tc_dv1kcldZsUyX-Ip1ylWqfg_7_0][bookmark: Tc_tisefqlvt0iZCsbhvwfPiQ_6_14][bookmark: Tc_mECtndWM_0-ZJ60ujdFPxw_6_11][bookmark: Tc_bSL78ueW8kKEGlWT9d-VKw_6_5][bookmark: Tc_zzFqf6Yy2Eqq4hVd3P6tIw_6_0][bookmark: Tc_DZWteYF6j0iqrJxrcpNl-w_5_11][bookmark: Tc_vct6vuY_t0SN8NA8RBfq_g_5_0][bookmark: Tc_guvvlyy0NkmFLJQqOc-pGg_4_13][bookmark: Tc_teb-flBzrEO2F2XMQm-2bA_4_10][bookmark: Tc_62yerz4z_EGOPnVdVXZU-A_4_7][bookmark: Tc_4YFBJjeWukKVd7vzSOeUuw_4_4][bookmark: Tc_I4KTSQ7Ly0-wmqpgQtUjTg_4_0][bookmark: Tc_kT8gV7tb1EC8RA1C53ewVQ_3_13][bookmark: Tc_FcuwWMzObU-8CvGDj4xLUw_3_10][bookmark: Tc_tYm8WpxFxk63WFGwsUWITA_3_7][bookmark: Tc_LB1l6TQxIkaxMKQGrSLH4w_3_4][bookmark: Tc_L5O3kJ03bUuDkIfCwhQelA_3_2][bookmark: Tc_IC64dUyLLU2Dje5vqc5J1Q_2_13][bookmark: Tc_rcmYoAof6EmoZwg4N70CjA_2_10][bookmark: Tc_gyUf_g_oyE-5oK1EZBylmA_2_7][bookmark: Tc_uV0rsuOTpkC9Am70pLBNBg_2_2][bookmark: Tc_0UnBksBqOEKIUa41tj5bjQ_1_13][bookmark: Tc_FifO6NABgEmS1kPvavEnuQ_1_7][bookmark: _4d21e6ff_8f07_40a5_91bf_0b06d8baa28d]
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	​
	​
	​
	​
	​
	​
	Additional
	​
	​
	​
	​
	Total

	​
	​
	Common Stock
	​
	Paid-In
	​
	Accumulated
	​
	Stockholders’

	​
	    
	Shares
	    
	Amount
	    
	Capital
	    
	Deficit
	    
	Deficit

	Beginning balance at June 30, 2023
	 
	57,180,531
	​
	$
	5
	​
	$
	190,031
	​
	$
	(235,263)
	​
	$
	(45,227)

	Issuance of common stock upon exercise of stock options 
	 
	1,449,879
	​
	 
	1
	​
	 
	235
	​
	 
	—
	​
	 
	236

	Issuance of common stock upon vesting of restricted stock units 
	 
	1,053,099
	​
	 
	—
	​
	 
	​
	​
	 
	—
	​
	 
	—

	Cancellation of restricted stock awards in connection with the CyborgOps acquisition
	​
	(97,881)
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—

	Issuance of warrants to customer
	​
	—
	​
	​
	—
	​
	​
	88
	​
	​
	—
	​
	​
	88

	Issuance of common stock, net of issuance costs of $1,069
	​
	10,000,000
	​
	​
	1
	​
	​
	8,930
	​
	​
	—
	​
	​
	8,931

	Issuance of common stock to Zaffran Special Opportunities, LLC
	​
	750,000
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—

	Earnout shares stock-based compensation 
	 
	—
	​
	 
	—
	​
	 
	2,675
	​
	 
	—
	​
	 
	2,675

	Stock-based compensation 
	 
	—
	​
	 
	—
	​
	 
	4,150
	​
	 
	—
	​
	 
	4,150

	Net loss
	 
	—
	​
	 
	—
	​
	 
	—
	​
	 
	(12,682)
	​
	 
	(12,682)

	Balance at December 31, 2023
	 
	70,335,628
	​
	$
	7
	​
	$
	206,109
	​
	$
	(247,945)
	​
	$
	(41,829)


​
​
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	​
	    
	Convertible
	    
	​
	    
	​
	​
	    
	Additional
	    
	​
	    
	Total

	​
	​
	Preferred Stock
	​
	Common Stock
	​
	Paid-In
	​
	Accumulated
	​
	Stockholders’

	​
	    
	Shares
	    
	Amount
	    
	Shares
	    
	Amount
	    
	Capital
	    
	Deficit
	    
	Deficit

	Balance at June 30, 2022
	 
	28,343,420
	​
	$
	28
	 
	6,196,257
	​
	$
	6
	​
	$
	78,290
	​
	$
	(200,783)
	​
	$
	(122,459)

	Recapitalization upon Merger 
	 
	(28,343,420)
	​
	 
	(28)
	 
	21,778,182
	​
	 
	(3)
	​
	 
	31
	​
	 
	—
	​
	 
	—

	Adjusted balance, beginning of period
	 
	—
	​
	 
	—
	 
	27,974,439
	​
	 
	3
	​
	 
	78,321
	​
	 
	(200,783)
	​
	 
	(122,459)

	Issuance of common stock upon exercise of stock options
	 
	—
	​
	 
	—
	 
	146,823
	​
	 
	—
	​
	 
	60
	​
	 
	—
	​
	 
	60

	Fair value of issued warrants on common stock
	​
	—
	​
	​
	—
	​
	—
	​
	​
	—
	​
	​
	853
	​
	​
	—
	​
	​
	853

	Issuance of common stock upon net exercise of warrants
	​
	—
	​
	​
	—
	​
	136,681
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—

	Issuance of common stock 
	​
	—
	​
	​
	—
	​
	133,333
	​
	​
	—
	​
	​
	1,000
	​
	​
	—
	​
	​
	1,000

	Issuance of common stock upon vesting of restricted stock units 
	​
	—
	​
	​
	—
	​
	488,598
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—

	Issuance of shares and transfer of warrants upon termination of convertible note agreement 
	​
	—
	​
	​
	—
	​
	323,968
	​
	​
	—
	​
	​
	2,412
	​
	​
	—
	​
	​
	2,412

	Conversion of convertible notes into common stock 
	​
	—
	​
	​
	—
	​
	8,147,938
	​
	​
	1
	​
	​
	41,391
	​
	​
	—
	​
	​
	41,392

	Warrants issued with Credit Agreement 
	​
	—
	​
	​
	—
	​
	—
	​
	​
	—
	​
	​
	2,076
	​
	​
	—
	​
	​
	2,076

	Reclassification of liability classified warrants to equity 
	​
	—
	​
	​
	—
	​
	—
	​
	​
	—
	​
	​
	830
	​
	​
	—
	​
	​
	830

	Contribution by shareholder in conjunction with Credit Agreement 
	​
	—
	​
	​
	—
	​
	—
	​
	​
	—
	​
	​
	2,779
	​
	​
	—
	​
	​
	2,779

	Earnout shares stock-based compensation 
	​
	—
	​
	​
	—
	​
	—
	​
	​
	—
	​
	​
	1,874
	​
	​
	—
	​
	​
	1,874

	Merger and PIPE Financing 
	​
	—
	​
	​
	—
	​
	13,879,828
	​
	​
	1
	​
	​
	35,737
	​
	​
	—
	​
	​
	35,738

	Stock-based compensation 
	 
	—
	​
	 
	—
	 
	—
	​
	 
	—
	​
	 
	3,461
	​
	 
	—
	​
	 
	3,461

	Net income
	​
	—
	​
	​
	—
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	17,760
	​
	​
	17,760

	Balance at December 31, 2022
	 
	—
	​
	$
	—
	 
	51,231,608
	​
	$
	5
	​
	$
	170,794
	​
	$
	(183,023)
	​
	$
	(12,224)


​
The accompanying notes are an integral part of these condensed consolidated financial statements.
​
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	​
	Additional
	​
	​
	​
	​
	Total

	​
	​
	Common Stock
	​
	Paid-In
	​
	Accumulated
	​
	Stockholders’

	​
	    
	Shares
	    
	Amount
	    
	Capital
	    
	Deficit
	    
	Deficit

	Balance at September 30, 2023
	 
	57,855,594
	​
	$
	6
	​
	$
	193,812
	​
	$
	(229,891)
	​
	$
	(36,073)

	Issuance of common stock upon exercise of stock options
	 
	1,086,912
	​
	 
	—
	​
	 
	40
	​
	 
	—
	​
	 
	40

	Issuance of common stock upon vesting of restricted stock units
	 
	643,122
	​
	 
	—
	​
	 
	—
	​
	 
	—
	​
	 
	—

	Warrants issued to customer
	​
	—
	​
	​
	—
	​
	​
	144
	​
	​
	—
	​
	​
	144

	Issuance of common stock, net of issuance costs of $1,129
	 
	10,000,000
	​
	 
	1
	​
	 
	8,870
	​
	 
	—
	​
	 
	8,871

	Issuance of common stock to Zaffran Special Opportunities, LLC
	​
	750,000
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—

	Earnout shares stock-based compensation
	 
	—
	​
	 
	—
	​
	 
	1,322
	​
	 
	—
	​
	 
	1,322

	Stock-based compensation 
	 
	—
	​
	 
	—
	​
	 
	1,921
	​
	 
	—
	​
	 
	1,921

	Net loss
	 
	—
	​
	 
	—
	​
	 
	—
	​
	 
	(18,054)
	​
	 
	(18,054)

	Balance at December 31, 2023
	 
	70,335,628
	​
	$
	7
	​
	$
	206,109
	​
	$
	(247,945)
	​
	$
	(41,829)
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	​
	    
	Convertible
	    
	​
	    
	​
	​
	    
	Additional
	    
	​
	    
	Total

	​
	​
	Preferred Stock
	​
	Common Stock
	​
	Paid-In
	​
	Accumulated
	​
	Stockholders’

	​
	    
	Shares
	    
	Amount
	    
	Shares
	    
	Amount
	    
	Capital
	    
	Deficit
	    
	Deficit

	Balance at September 30, 2022
	 
	—
	​
	$
	—
	​
	51,039,859
	​
	​
	5
	​
	​
	167,156
	​
	​
	(165,994)
	​
	​
	1,167

	Issuance of common stock upon exercise of stock options
	 
	—
	​
	 
	—
	 
	103,111
	​
	 
	—
	​
	 
	24
	​
	 
	—
	​
	 
	24

	Issuance of common stock upon vesting of restricted stock units
	​
	—
	​
	​
	—
	​
	88,638
	​
	​
	—
	​
	​
	—
	​
	​
	—
	​
	​
	—

	Fair value of newly issued common stock warrants
	​
	—
	​
	​
	—
	​
	—
	​
	​
	—
	​
	​
	853
	​
	​
	—
	​
	​
	853

	Earnout shares stock-based compensation
	​
	—
	​
	​
	—
	​
	—
	​
	​
	—
	​
	​
	1,696
	​
	​
	—
	​
	​
	1,696

	Stock-based compensation
	 
	—
	​
	 
	—
	 
	—
	​
	 
	—
	​
	 
	1,065
	​
	 
	—
	​
	 
	1,065

	Net loss
	 
	—
	​
	 
	—
	 
	—
	​
	 
	—
	​
	 
	—
	​
	 
	(17,029)
	​
	 
	(17,029)

	Balance at December 31, 2022
	 
	—
	​
	$
	—
	 
	51,231,608
	​
	$
	5
	​
	$
	170,794
	​
	$
	(183,023)
	​
	$
	(12,224)


​
The accompanying notes are an integral part of these condensed consolidated financial statements
​
​
4
Table of Contents
[bookmark: _cd5a6a64_28ee_42b2_9d5a_16ebe06e08bc]PRESTO AUTOMATION INC.
[bookmark: CONDENSEDCONSOLIDATEDSTATEMENTSOFCASHFLO]CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)
(in thousands)
​
[bookmark: Tc_rEPOW1Gs4UCsOerPd2_fcQ_74_3][bookmark: Tc_cGC6ur4LQ0awxnzON5BseA_74_0][bookmark: Tc_s5qVNZdDuEeZQtZSDZ1lzg_73_3][bookmark: Tc_mWBjvLcqdUC7G247LiI62g_73_0][bookmark: Tc_P_YC4cevaUiu8zt2667_sQ_72_3][bookmark: Tc_Y5wdbdi9akGDHoyK994N6Q_72_0][bookmark: Tc_3eMgY-msSEykr2rIfiFGyA_71_3][bookmark: Tc_wWR5GW3NdUOF7-gYOgELPw_71_0][bookmark: Tc_Zg6t8XPPwkilno22MZWokw_70_3][bookmark: Tc_VfkWw9E05UGFeMOhQqpWHA_70_0][bookmark: Tc_fPtjDA-xLk-yXQ5I7nJZUw_69_3][bookmark: Tc_RY7nDbJdfE6wSSeQnVg30Q_69_0][bookmark: Tc_zGSM6ue8O0SNP3hG8w7zvw_68_6][bookmark: Tc_63xSWSZ9nkSVGJCbu7-3rg_68_0][bookmark: Tc_0TsenzKi-ka196_KZm4yIA_67_3][bookmark: Tc_BaNDtobRCkO3haZCKQulRg_67_0][bookmark: Tc_KX9EAlSQL0CG8Du7BCoYdA_66_6][bookmark: Tc_9AAKU5bXK06Neo0bwTLOtg_66_0][bookmark: Tc_xs7BcsNv7kiACQNa5KWYCA_65_0][bookmark: Tc_W0Ii9sHXvkmajaKaEInUpQ_64_0][bookmark: Tc_jJbvN08Mekmn7H8Gc3WmJw_63_3][bookmark: Tc_rPQPk00oyE-2GmV-cfLWGw_63_0][bookmark: Tc_uYbOdiebMUuEP2FFBjlnOg_62_5][bookmark: Tc_VBgBEEy2qEOgLEvnK9PiYw_62_2][bookmark: Tc_7gwgejDZIUWBEkXn2Y599Q_62_0][bookmark: Tc_i_BcLlnbpkWNVHIrBA4y2Q_61_0][bookmark: Tc_2leMSkgoz062VTkIO2bOzg_59_5][bookmark: Tc_CgFEAZF7QEG3BguwWpwTWg_59_2][bookmark: Tc_cj2tIxj0pEO4kqm75jryKA_59_0][bookmark: Tc_C09dqtDRKkKBGULmxLpQMQ_58_6][bookmark: Tc_KWaurCeMb0SqecwSu__9OQ_58_0][bookmark: Tc_xvHbtZuD_U-zzw8DmpQ6HQ_57_0][bookmark: Tc_QwqB5_W3bU2l8rFm_bm88w_56_0][bookmark: Tc_jV4OXouCg0ygZ54Je4HgXA_55_5][bookmark: Tc_CmXDoUv8rUiE0zOQJaqJ6w_55_2][bookmark: Tc__ey0ZNYxjUevjkat2mktsw_55_0][bookmark: Tc_Cn5V-qrf_0S7k6xoygCxyA_54_0][bookmark: Tc_Z37Mu7xD-kGxXszajygbqQ_53_0][bookmark: Tc_E_-7ctEYqUGgPXmWOoE4Gg_51_0][bookmark: Tc_vuPGrT3yCES8bJqxSWDl9A_50_3][bookmark: Tc_wI8ioTw_VUqhvJ7lXvDufA_50_0][bookmark: Tc_GkE6JhflPUuGdIt9P6jLAw_49_3][bookmark: Tc_8Bl-1I1bL0WTHadHrMmJ7w_49_0][bookmark: Tc_LK1Cw4p3qU2z8R4qbHsO_w_48_0][bookmark: Tc_a0W09Tr7n0G--mTxgTHkLQ_47_0][bookmark: Tc_UyVi3O0Y0UKttsa1vRzUUg_46_6][bookmark: Tc_7h-wuX6dwEuQ4Eu8XmThsA_46_0][bookmark: Tc__-Z7ukPtyEWFFAhttk9HgA_45_3][bookmark: Tc_pOjAi0X2lEOHn41eOAdZVQ_45_0][bookmark: Tc_Zuhe9_siZE6YYUNhI9vK4g_44_3][bookmark: Tc_2N0VCGcZm0Coc4-0PKdD-g_44_0][bookmark: Tc_g84LVoMm3E6HOmUdQ4Ryeg_43_3][bookmark: Tc_R1lCjiOJPUqp89T6iUvbBg_43_0][bookmark: Tc_q4QAVQm7MEyfl7dlcuPUWg_42_0][bookmark: Tc_rwA8E6frEUuHVIH2WlVDNw_41_0][bookmark: Tc_DVnXVEJpVUitbgcLwOtSVA_40_0][bookmark: Tc_WlL_MND7Uk2aU8Lf0As70w_39_0][bookmark: Tc_mCJrieiv3Em3jz0sW77z2Q_38_3][bookmark: Tc_P22XcomWZESZWBe7TFRStQ_38_0][bookmark: Tc_hrazN7-duU2i2a4qaiLVNg_37_0][bookmark: Tc_sgzfMmkQNUmBSGuNj74Tig_36_0][bookmark: Tc_V1tpO_GcvECrJMXVFCrllQ_35_0][bookmark: Tc_6u012zsKDESoSHlkXsQ-Pw_33_0][bookmark: Tc_GgUcue3FXEmo2XAyPlDW4g_32_6][bookmark: Tc_gpfZj9IcYUGDYeQOuuzODw_32_0][bookmark: Tc_y6xS62BteEi4O1GeZsRlGA_31_0][bookmark: Tc_BXaZZnzamE6Mn1M5dcZKvA_30_0][bookmark: Tc_AilQTGO0Rkahc3gGgDENOQ_29_0][bookmark: Tc_n0yy_2DpIEiT-hlNCvUltw_28_0][bookmark: Tc_mqR2BleDBUO8q3Ah2N4q8g_27_0][bookmark: Tc_4h7THqUbWEq8ftDQ0DBXRg_26_0][bookmark: Tc_X7j0kHUmbUWlUSmk_4yCTQ_25_0][bookmark: Tc_WBEfv_oo-USjnfGP03K5LA_24_0][bookmark: Tc_RFyfnpUV3UKSz-1ZKM_uAg_23_3][bookmark: Tc_5O2etJl-pEuk_lIkwFrM2g_23_0][bookmark: Tc_NJI4lpXSYUaxS_smt2l_0Q_22_0][bookmark: Tc_ZfzMRkdkSEK9Pyjgq4MMxw_21_0][bookmark: Tc_T5cRMvRt1E2GpUx7DT7UOw_20_3][bookmark: Tc_4Y6KCOdBaUKHBk-aqE9kMg_20_0][bookmark: Tc_yFWgnRU6e0296zhJVwddWg_19_3][bookmark: Tc_yl1lohRpEkWV05s0WUH6cQ_19_0][bookmark: Tc_cgCwyAB870O8sExW6kEpog_18_0][bookmark: Tc_Y6ZFAERiLUu0DFCL7Ag8Ug_17_3][bookmark: Tc_X8dORG4BxEaEaopjIWuang_17_0][bookmark: Tc_zCXh3kl-kkCpX6fiKj8Y9Q_16_0][bookmark: Tc_LEiL_3ONoU-pIXf8uushrQ_15_3][bookmark: Tc_wo7ghUDVCEm8fU-3JCvQLA_15_0][bookmark: Tc_mfCA2QjHeUSqPkHTAwX4_w_14_0][bookmark: Tc_4BfBsv41HUKdyxRpuPSSDQ_13_3][bookmark: Tc_Ofp_RzJ7RE2zO5fyAlgSZw_13_0][bookmark: Tc_Ur9JEKH1kkWln4k0pnHkiw_12_0][bookmark: Tc_Ra24QOwwKE-koIrtk7yTHA_11_0][bookmark: Tc_tnXfBKF2PkKAz13LeENVFg_10_0][bookmark: Tc_wk2wPNaAikiqwjlkfh__RA_9_6][bookmark: Tc_78KCotbeCEuim5ePQW5uiQ_9_0][bookmark: Tc_Jcc7RIbT60OgkOoZheRs-g_8_6][bookmark: Tc_oU4bE8j-tEKo2i2sCod8Tg_8_0][bookmark: Tc_xbTPRM8I-Ue1r0fAMybMpw_7_0][bookmark: Tc_zyNK9TEXvkWHgP-j-pMiZA_6_0][bookmark: Tc_TEz-hdvFNUKI9qj6Jj_JiQ_5_5][bookmark: Tc_tFZ0Iovh30mkmg72hsu1cQ_5_2][bookmark: Tc_CDhyb_QpukaoQYP2M4zgBQ_5_0][bookmark: Tc_iwMq7Dl040-n-vlziN9Vbw_4_0][bookmark: Tc_wMre2WCjZUeFQ2Ig9NExPw_3_5][bookmark: Tc_4n9LzVLuaUamtgeUROGXBA_3_2][bookmark: Tc_uc03Z6F9TkymunoVZCtXFw_2_2][bookmark: Tc_CILx_oJ2XEGwqJi_AJB8rQ_1_2][bookmark: _3f235668_6f70_44ec_996c_103e4e203e1e][bookmark: Tc_rEPOW1Gs4UCsOerPd2_fcQ_74_3][bookmark: Tc_cGC6ur4LQ0awxnzON5BseA_74_0][bookmark: Tc_s5qVNZdDuEeZQtZSDZ1lzg_73_3][bookmark: Tc_mWBjvLcqdUC7G247LiI62g_73_0][bookmark: Tc_P_YC4cevaUiu8zt2667_sQ_72_3][bookmark: Tc_Y5wdbdi9akGDHoyK994N6Q_72_0][bookmark: Tc_3eMgY-msSEykr2rIfiFGyA_71_3][bookmark: Tc_wWR5GW3NdUOF7-gYOgELPw_71_0][bookmark: Tc_Zg6t8XPPwkilno22MZWokw_70_3][bookmark: Tc_VfkWw9E05UGFeMOhQqpWHA_70_0][bookmark: Tc_fPtjDA-xLk-yXQ5I7nJZUw_69_3][bookmark: Tc_RY7nDbJdfE6wSSeQnVg30Q_69_0][bookmark: Tc_zGSM6ue8O0SNP3hG8w7zvw_68_6][bookmark: Tc_63xSWSZ9nkSVGJCbu7-3rg_68_0][bookmark: Tc_0TsenzKi-ka196_KZm4yIA_67_3][bookmark: Tc_BaNDtobRCkO3haZCKQulRg_67_0][bookmark: Tc_KX9EAlSQL0CG8Du7BCoYdA_66_6][bookmark: Tc_9AAKU5bXK06Neo0bwTLOtg_66_0][bookmark: Tc_xs7BcsNv7kiACQNa5KWYCA_65_0][bookmark: Tc_W0Ii9sHXvkmajaKaEInUpQ_64_0][bookmark: Tc_jJbvN08Mekmn7H8Gc3WmJw_63_3][bookmark: Tc_rPQPk00oyE-2GmV-cfLWGw_63_0][bookmark: Tc_uYbOdiebMUuEP2FFBjlnOg_62_5][bookmark: Tc_VBgBEEy2qEOgLEvnK9PiYw_62_2][bookmark: Tc_7gwgejDZIUWBEkXn2Y599Q_62_0][bookmark: Tc_i_BcLlnbpkWNVHIrBA4y2Q_61_0][bookmark: Tc_2leMSkgoz062VTkIO2bOzg_59_5][bookmark: Tc_CgFEAZF7QEG3BguwWpwTWg_59_2][bookmark: Tc_cj2tIxj0pEO4kqm75jryKA_59_0][bookmark: Tc_C09dqtDRKkKBGULmxLpQMQ_58_6][bookmark: Tc_KWaurCeMb0SqecwSu__9OQ_58_0][bookmark: Tc_xvHbtZuD_U-zzw8DmpQ6HQ_57_0][bookmark: Tc_QwqB5_W3bU2l8rFm_bm88w_56_0][bookmark: Tc_jV4OXouCg0ygZ54Je4HgXA_55_5][bookmark: Tc_CmXDoUv8rUiE0zOQJaqJ6w_55_2][bookmark: Tc__ey0ZNYxjUevjkat2mktsw_55_0][bookmark: Tc_Cn5V-qrf_0S7k6xoygCxyA_54_0][bookmark: Tc_Z37Mu7xD-kGxXszajygbqQ_53_0][bookmark: Tc_E_-7ctEYqUGgPXmWOoE4Gg_51_0][bookmark: Tc_vuPGrT3yCES8bJqxSWDl9A_50_3][bookmark: Tc_wI8ioTw_VUqhvJ7lXvDufA_50_0][bookmark: Tc_GkE6JhflPUuGdIt9P6jLAw_49_3][bookmark: Tc_8Bl-1I1bL0WTHadHrMmJ7w_49_0][bookmark: Tc_LK1Cw4p3qU2z8R4qbHsO_w_48_0][bookmark: Tc_a0W09Tr7n0G--mTxgTHkLQ_47_0][bookmark: Tc_UyVi3O0Y0UKttsa1vRzUUg_46_6][bookmark: Tc_7h-wuX6dwEuQ4Eu8XmThsA_46_0][bookmark: Tc__-Z7ukPtyEWFFAhttk9HgA_45_3][bookmark: Tc_pOjAi0X2lEOHn41eOAdZVQ_45_0][bookmark: Tc_Zuhe9_siZE6YYUNhI9vK4g_44_3][bookmark: Tc_2N0VCGcZm0Coc4-0PKdD-g_44_0][bookmark: Tc_g84LVoMm3E6HOmUdQ4Ryeg_43_3][bookmark: Tc_R1lCjiOJPUqp89T6iUvbBg_43_0][bookmark: Tc_q4QAVQm7MEyfl7dlcuPUWg_42_0][bookmark: Tc_rwA8E6frEUuHVIH2WlVDNw_41_0][bookmark: Tc_DVnXVEJpVUitbgcLwOtSVA_40_0][bookmark: Tc_WlL_MND7Uk2aU8Lf0As70w_39_0][bookmark: Tc_mCJrieiv3Em3jz0sW77z2Q_38_3][bookmark: Tc_P22XcomWZESZWBe7TFRStQ_38_0][bookmark: Tc_hrazN7-duU2i2a4qaiLVNg_37_0][bookmark: Tc_sgzfMmkQNUmBSGuNj74Tig_36_0][bookmark: Tc_V1tpO_GcvECrJMXVFCrllQ_35_0][bookmark: Tc_6u012zsKDESoSHlkXsQ-Pw_33_0][bookmark: Tc_GgUcue3FXEmo2XAyPlDW4g_32_6][bookmark: Tc_gpfZj9IcYUGDYeQOuuzODw_32_0][bookmark: Tc_y6xS62BteEi4O1GeZsRlGA_31_0][bookmark: Tc_BXaZZnzamE6Mn1M5dcZKvA_30_0][bookmark: Tc_AilQTGO0Rkahc3gGgDENOQ_29_0][bookmark: Tc_n0yy_2DpIEiT-hlNCvUltw_28_0][bookmark: Tc_mqR2BleDBUO8q3Ah2N4q8g_27_0][bookmark: Tc_4h7THqUbWEq8ftDQ0DBXRg_26_0][bookmark: Tc_X7j0kHUmbUWlUSmk_4yCTQ_25_0][bookmark: Tc_WBEfv_oo-USjnfGP03K5LA_24_0][bookmark: Tc_RFyfnpUV3UKSz-1ZKM_uAg_23_3][bookmark: Tc_5O2etJl-pEuk_lIkwFrM2g_23_0][bookmark: Tc_NJI4lpXSYUaxS_smt2l_0Q_22_0][bookmark: Tc_ZfzMRkdkSEK9Pyjgq4MMxw_21_0][bookmark: Tc_T5cRMvRt1E2GpUx7DT7UOw_20_3][bookmark: Tc_4Y6KCOdBaUKHBk-aqE9kMg_20_0][bookmark: Tc_yFWgnRU6e0296zhJVwddWg_19_3][bookmark: Tc_yl1lohRpEkWV05s0WUH6cQ_19_0][bookmark: Tc_cgCwyAB870O8sExW6kEpog_18_0][bookmark: Tc_Y6ZFAERiLUu0DFCL7Ag8Ug_17_3][bookmark: Tc_X8dORG4BxEaEaopjIWuang_17_0][bookmark: Tc_zCXh3kl-kkCpX6fiKj8Y9Q_16_0][bookmark: Tc_LEiL_3ONoU-pIXf8uushrQ_15_3][bookmark: Tc_wo7ghUDVCEm8fU-3JCvQLA_15_0][bookmark: Tc_mfCA2QjHeUSqPkHTAwX4_w_14_0][bookmark: Tc_4BfBsv41HUKdyxRpuPSSDQ_13_3][bookmark: Tc_Ofp_RzJ7RE2zO5fyAlgSZw_13_0][bookmark: Tc_Ur9JEKH1kkWln4k0pnHkiw_12_0][bookmark: Tc_Ra24QOwwKE-koIrtk7yTHA_11_0][bookmark: Tc_tnXfBKF2PkKAz13LeENVFg_10_0][bookmark: Tc_wk2wPNaAikiqwjlkfh__RA_9_6][bookmark: Tc_78KCotbeCEuim5ePQW5uiQ_9_0][bookmark: Tc_Jcc7RIbT60OgkOoZheRs-g_8_6][bookmark: Tc_oU4bE8j-tEKo2i2sCod8Tg_8_0][bookmark: Tc_xbTPRM8I-Ue1r0fAMybMpw_7_0][bookmark: Tc_zyNK9TEXvkWHgP-j-pMiZA_6_0][bookmark: Tc_TEz-hdvFNUKI9qj6Jj_JiQ_5_5][bookmark: Tc_tFZ0Iovh30mkmg72hsu1cQ_5_2][bookmark: Tc_CDhyb_QpukaoQYP2M4zgBQ_5_0][bookmark: Tc_iwMq7Dl040-n-vlziN9Vbw_4_0][bookmark: Tc_wMre2WCjZUeFQ2Ig9NExPw_3_5][bookmark: Tc_4n9LzVLuaUamtgeUROGXBA_3_2][bookmark: Tc_uc03Z6F9TkymunoVZCtXFw_2_2][bookmark: Tc_CILx_oJ2XEGwqJi_AJB8rQ_1_2][bookmark: _3f235668_6f70_44ec_996c_103e4e203e1e]
	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Six months ended 
	    

	​
	​
	December 31, 
	​

	​
	    
	2023
	    
	2022
	    

	Cash Flows from Operating Activities
	 
	​
	  
	 
	​
	  
	 

	Net income (loss)
	​
	$
	(12,682)
	​
	$
	17,760
	​

	Adjustments to reconcile net income (loss) to net cash used in operating activities:
	​
	 
	  
	​
	 
	  
	​

	Depreciation and amortization
	​
	 
	1,844
	​
	 
	845
	​

	Impairment of intangible assets
	​
	​
	4,056
	​
	​
	—
	​

	Impairment of inventory
	​
	​
	425
	​
	​
	—
	​

	Stock-based compensation
	​
	 
	3,935
	​
	 
	3,002
	​

	Earnout share stock-based compensation
	​
	 
	2,675
	​
	 
	1,874
	​

	Contra-revenue associated with warrant agreement (Refer to Note 3)
	​
	​
	289
	​
	​
	615
	​

	Noncash expense attributable to fair value liabilities assumed in Merger
	​
	 
	—
	​
	 
	34
	​

	Change in fair value of liability classified warrants
	​
	 
	(26,311)
	​
	 
	(11,188)
	​

	Change in fair value of embedded warrants and convertible promissory notes
	​
	 
	—
	​
	 
	(48,271)
	​

	Amortization of debt discount and debt issuance costs
	​
	 
	2,412
	​
	 
	1,884
	​

	Loss on extinguishment of debt and financing obligations
	​
	 
	—
	​
	 
	8,095
	​

	Paid-in-kind interest expense
	​
	 
	4,276
	​
	 
	2,366
	​

	Share and warrant cost on termination of convertible note agreement
	​
	 
	—
	​
	 
	2,412
	​

	Forgiveness of PPP Loan
	​
	 
	—
	​
	 
	(2,000)
	​

	Change in fair value of unvested sponsor shares liability
	​
	 
	(1,391)
	​
	 
	(1,160)
	​

	Noncash lease expense
	​
	 
	167
	​
	 
	168
	​

	Loss on disposal off property and equipment
	​
	 
	—
	​
	 
	14
	​

	Changes in operating assets and liabilities:
	​
	 
	​
	​
	 
	​
	​

	Accounts receivable, net
	​
	 
	40
	​
	 
	(1,054)
	​

	Inventories
	​
	 
	(108)
	​
	 
	219
	​

	Deferred costs
	​
	 
	536
	​
	 
	6,308
	​

	Prepaid expenses and other current assets
	​
	 
	(643)
	​
	 
	(1,155)
	​

	Accounts payable
	​
	 
	(307)
	​
	 
	1,388
	​

	Accrued liabilities
	​
	 
	(713)
	​
	 
	(2,090)
	​

	Deferred revenue
	​
	​
	(316)
	​
	​
	(6,627)
	​

	Other long-term liabilities
	​
	 
	(118)
	​
	 
	—
	​

	Net cash used in operating activities
	​
	 
	(21,934)
	​
	 
	(26,561)
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Cash Flows from Investing Activities
	​
	 
	  
	​
	 
	  
	​

	Purchase of property and equipment
	​
	 
	(268)
	​
	 
	(171)
	​

	Payments relating to capitalized software
	​
	 
	(1,984)
	​
	 
	(2,459)
	​

	Investment in non-affiliate
	​
	​
	—
	​
	​
	(2,000)
	​

	Net cash used in investing activities
	​
	 
	(2,252)
	​
	 
	(4,630)
	​

	Cash Flows from Financing Activities
	​
	 
	  
	​
	 
	  
	​

	Proceeds from exercise of common stock options
	​
	 
	235
	​
	 
	60
	​

	Proceeds from issuance of term loans
	​
	 
	2,900
	​
	 
	60,250
	​

	Payment of debt issuance costs
	​
	 
	—
	​
	 
	(1,094)
	​

	Repayment of term loans
	​
	 
	—
	​
	 
	(32,980)
	​

	Payment of penalties and other costs on extinguishment of debt
	​
	 
	—
	​
	 
	(6,144)
	​

	Proceeds from issuance of premium financing
	​
	 
	884
	​
	 
	—
	​

	Principal payments of financing obligations
	​
	 
	(774)
	​
	 
	(2,657)
	​

	Proceeds from the issuance of common stock
	​
	 
	9,173
	​
	 
	1,000
	​

	Contributions from Merger and PIPE financing, net of transaction costs and other payments
	​
	 
	—
	​
	 
	49,840
	​

	Payments of deferred transaction costs
	​
	 
	—
	​
	 
	(1,890)
	​

	Net cash provided by financing activities
	​
	 
	12,418
	​
	 
	66,385
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Net increase (decrease) in cash, cash equivalents and restricted cash
	​
	 
	(11,768)
	​
	 
	35,194
	​

	Cash, cash equivalents and restricted cash at beginning of period
	​
	 
	25,143
	​
	 
	3,017
	​

	Cash, cash equivalents and restricted cash at end of period
	​
	$
	13,375
	​
	$
	38,211
	​

	Reconciliation of cash, cash equivalents and restricted cash:
	​
	​
	​
	​
	​
	​
	​

	Cash and cash equivalents
	​
	​
	3,375
	​
	​
	38,211
	​

	Restricted cash
	​
	​
	10,000
	​
	​
	-
	​

	Total cash, cash equivalents and restricted cash
	​
	$
	13,375
	​
	$
	38,211
	​

	​
	​
	​
	​
	​
	​
	​
	​

	Supplemental Disclosure of Non-Cash Investing and Financing Activities
	​
	 
	  
	​
	 
	  
	​

	Capitalization of stock-based compensation expense to capitalized software
	​
	$
	215
	​
	$
	459
	​

	Capital contribution from shareholder in conjunction with Credit Agreement
	​
	 
	—
	​
	 
	2,779
	​

	Issuance of warrants (Refer to Note 3)
	​
	​
	148
	​
	​
	853
	​

	Issuance of warrants in conjunction with forgiveness of accrued interest associated with Credit Agreement
	​
	 
	5,149
	​
	 
	2,076
	​

	Deemed dividend
	​
	​
	1,500
	​
	​
	—
	​

	Issuance of warrants in conjunction with Lago Term Loan
	​
	 
	—
	​
	​
	843
	​

	Transaction costs recorded in accounts payable and accrued liabilities
	​
	​
	(240)
	​
	​
	—
	​

	Convertible note conversion to common stock
	​
	 
	—
	​
	​
	41,392
	​

	Reclassification of warrants from liabilities to equity
	​
	 
	—
	​
	 
	830
	​

	Recognition of liability classified warrants upon Merger
	​
	 
	—
	​
	 
	9,388
	​

	Recognition of Unvested Sponsor Shares liability
	​
	 
	—
	​
	 
	1,588
	​

	Forgiveness of PPP Loan
	​
	 
	—
	​
	 
	(2,000)
	​

	Right of use asset in exchange for operating lease liability
	​
	 
	—
	​
	 
	308
	​


The accompanying notes are an integral part of these condensed consolidated financial statements.
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[bookmark: NOTESTOUNAUDITEDCONDENSEDCONSOLIDATEDFIN]NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in tables are in thousands, unless otherwise noted)
1. Summary of Business and Significant Accounting Policies
Description of Business
Presto Automation Inc. and its subsidiaries (together, “Presto” or the “Company”) are headquartered in San Carlos, California. Prior to the Merger (as defined below), the Company operated as E La Carte, Inc. (“Legacy Presto”). E La Carte, Inc. was incorporated in the State of Delaware in October 2008. In 2018, E La Carte, Inc. together with its subsidiary adopted “Presto” as its trade name or doing business as name. The Company maintains foreign subsidiaries in Canada and a newly created subsidiary as of July 2023 in India.
Merger with Ventoux CCM Acquisition Corp.
On September 21, 2022, Ventoux CCM Acquisition Corp. (“Ventoux” or “VTAQ”) and its subsidiaries, then a special purpose acquisition corporation, acquired Legacy Presto via a series of mergers, whereby Legacy Presto became a limited liability company and a wholly owned subsidiary of Ventoux (the “Merger”). Upon completion of the Merger, Ventoux was renamed Presto Automation Inc. Prior to the Merger, Ventoux Acquisition Holdings LLC and Chardan International Investments, LLC were the co-sponsors of Ventoux (together the “Sponsors”) and, with the closing of the Merger, have remained significant shareholders in the Company. Refer to Note 2 for further details.
Cyborg Ops
On May 23, 2022, the Company entered into an Asset Purchase Agreement (“Asset Purchase Agreement”) with CyborgOps, Inc., a provider of artificial intelligence-based products and services for merchants’ phone answering and ordering systems, to purchase substantially all of its assets and assume certain liabilities. As a consequence of the closing of the Merger, bonus and deferred consideration amounts owed to certain founding members of CyborgOps became due and payable resulting in an expense of $1.9 million, of which $1.8 million and $0.1 million has been recorded within research and development and sales and marketing expenses, respectively, in the condensed consolidated statement of operations and comprehensive income (loss) for the three and six months ended December 31, 2022.
Emerging Growth Company Status
The Company is an emerging growth company as defined in the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”). Under the JOBS Act, emerging growth companies can delay adopting new or revised accounting standards issued subsequent to the enactment of the JOBS Act, until such time as those standards apply to private companies.
The Company has elected to use this extended transition period for complying with new or revised accounting standards that have different effective dates for public and private companies until the earlier of the date that the Company (i) is no longer an emerging growth company or (ii) affirmatively and irrevocably opts out of the extended transition period provided in the JOBS Act. As a result, the Company’s condensed consolidated financial statements may not be comparable to financial statements of issuers who are required to comply with the effective dates for new or revised accounting standards based on public company effective dates.
The Company will remain an emerging growth company until the earliest of (i) the last day of the fiscal year in which the Company’s total annual gross revenue is at least $1.1 billion, (ii) the last day of the fiscal year following the fifth anniversary of the completion of Ventoux’s initial public offering, which occurred on December 30, 2020, (iii) the date on which the Company issued more than $1.0 billion in non-convertible debt securities during the prior three-year period, or (iv) the date on which the Company becomes a large accelerated filer.
Basis of Presentation
The accompanying unaudited interim condensed consolidated financial statements have been prepared in accordance with United States Generally Accepted Accounting Principles (“U.S. GAAP”) for interim financial reporting and the rules and regulations 
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of the Securities and Exchange Commission (“SEC”). References to ASC and ASU included herein refer to the Accounting Standards Codification and Accounting Standards Update established by the Financial Accounting Standards Board (“FASB”) as the source of authoritative U.S. GAAP. All intercompany balances and transactions have been eliminated in consolidation.
In management’s opinion, the unaudited interim condensed consolidated financial statements have been prepared on the same basis as the annual consolidated financial statements. They include all adjustments, consisting of only normal recurring adjustments, necessary for the fair statement of the Company’s financial position as of December 31, 2023, and its results of operations for the three and six months ended December 31, 2023 and 2022 and the cash flows for the six months ended December 31, 2023 and 2022. The results for the three and six months ended December 31, 2023 and 2022, are not necessarily indicative of the results expected for the year or any other periods. These interim financial statements should be read in conjunction with the Presto’s financial statements and related notes for the fiscal year ended June 30, 2023 included in Part II, Item 8 of the Annual Report on Form 10-K filed on October 10, 2023, which includes additional information on the Company’s critical accounting estimates and policies, and the methods and assumptions used to develop the Company’s estimates. The unaudited condensed consolidated balance sheet as of June 30, 2023, has been derived from the Company’s audited financial statements.
Use of Estimates
The preparation of these condensed consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of certain assets, liabilities, revenues, expenses, and disclosures. Accordingly, actual amounts could differ from those estimates, and those differences could be material. 
The most significant estimates are related to the fair value of certain financial instruments, which includes warrant liabilities. Other uses of estimates include, but are not limited to, the collectability of accounts receivable, the useful lives of property and equipment and intangible assets, inventory valuation, fair value of financial instruments, valuation of deferred tax assets and liabilities, valuation assumptions utilized in calculating the estimated value of stock-based compensation, valuation of warrants, valuation of goodwill and intangible assets acquired and impairment of long-lived assets. The Company has assessed the impact and is not aware of any specific events or circumstances that required an update to the Company’s estimates and assumptions or materially affected the carrying value of the Company’s assets or liabilities as of the date of issuance of this report. These estimates may change as new events occur and additional information is obtained.
Risk and Uncertainties
The Company is subject to a number of risks, including a limited operating history, dependence on key individuals, the need to expand the number of its customers, long sales cycles, competition from alternative products and larger companies, the need for additional financing to fund operations, and the need to reduce the number of human agents required for Presto Voice.
Notice of Failure to Satisfy a Continued Listing Rule
On December 28, 2023, the Company received a notice from Nasdaq stating that the Company is not in compliance with the requirement to maintain a minimum closing bid price of $1.00 per share, as set forth in Nasdaq Listing Rule 5450(a)(1) (the “Bid Price Requirement”), because the closing bid price of the Company’s common stock was below $1.00 per share for 30 consecutive business days. The notice does not impact the listing of the common stock on the Nasdaq Global Market at this time. The Company has a period of 180 calendar days, or until June 25, 2024, to regain compliance with the Bid Price Requirement. During this period, the common stock will continue to trade on the Nasdaq Global Market. If at any time before June 25, 2024 the bid price of the common stock closes at or above $1.00 per share for a minimum of ten consecutive trading days, Nasdaq will provide written notification that the Company has achieved compliance with the Bid Price Requirement and the matter will be closed. In the event the Company does not regain compliance by June 25, 2024, the Company may be eligible for an additional 180 calendar day period to regain compliance. To qualify, the Company would be required to meet the continued listing requirement for market value of publicly held shares and all other initial listing standards for The Nasdaq Capital Market, except for the Bid Price Requirement, and transfer its listing to the Nasdaq Capital Market. The Company would also be required to provide written notice to Nasdaq of its intent to cure the deficiency during this second compliance period by effecting a reverse stock split, if necessary.
Liquidity and Capital Resources
As of December 31, 2023, the Company’s principal source of liquidity was cash and cash equivalents of $3.4 million, which is held for working capital purposes. The cash and cash equivalents balance of $3.4 million excludes $10.0 million of restricted cash. 
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On September 21, 2022, in connection with the consummation of the Merger, the Company entered into a Credit Agreement (the “Credit Agreement”) with the subsidiary guarantors party thereto, Metropolitan Partners Group Administration, LLC, as administrative, payment and collateral agent (the “Agent”), the lenders (“Lenders”) and other parties party thereto, pursuant to which the Lenders extended term loans having an aggregate original principal amount of $55.0 million (the “Term Loans”). See Note 7 for a description of the Credit Agreement. 
​
On January 11, 2024, following notice of breaches of covenants contained in the Credit Facility, the Lenders delivered an activation notice to the Company’s bank in which $10.0 million of restricted cash was deposited as collateral for the Term Loans and caused the bank to wire that amount to an account designated by the Lenders (refer to Note 15 for further details). The funds were applied to reduce the outstanding balance of the Term Loans which as of December 31, 2023 totaled $61.7 million in principal amount plus accrued interest.
​
Since inception, the Company has financed its operations primarily through financing transactions such as the issuance of convertible promissory notes and loans, and sales of convertible preferred stock and common stock. The Company has incurred recurring operating losses since its inception, including operating losses of $19.9 million and $33.2 million for the three and six months ended December 31 2023, respectively. As of December 31, 2023, the Company had an accumulated deficit of $247.9 million and the Company expects to generate operating and net losses for the near term. Cash from operations is also affected by various risks and uncertainties, including, but not limited to, the timing of cash collections from customers and other risks. 
​
We currently face severe liquidity challenges. While the Company raised net cash proceeds of $2.9 million from the issuance of new debt in the closing of the Third Amendment to the Credit Agreement, and received $10.0 million from the sale of common stock in private placements and registered direct offerings during the six months ended December 31, 2023, the Company used cash from operating activities of $21.9 million and incurred a net loss of $12.7 million. As a result, additional capital infusions will be necessary in order to fund currently anticipated expenditures and to meet the Company’s obligations as they come due. In addition, the Company entered into a forbearance agreement with the Agent, the Lenders and other parties, which was cancelled on February 17, 2024, and the Lenders are not required to forbear from exercising remedies under the Credit Agreement related to prior and current events of default. In addition, the Company’s future capital requirements will depend on many other factors, including the revenue growth rate, the success of future product development, and the timing and extent of spending to support further sales and marketing and research and development efforts.
​
Substantial doubt exists about the Company’s ability to continue as a going concern within one year after the date that the financial statements are available to be issued. The Company continues efforts to mitigate the conditions or events that raise this substantial doubt, however, as some components of these plans are outside of management’s control, the Company cannot offer any assurances they will be effectively implemented. The Company cannot offer any assurance that any additional financing will be available on acceptable terms or at all. If the Company is unable to raise additional capital it would likely lead to an event of default under the Credit Agreement and the potential exercise of remedies by the Agent and Lender, which would materially and adversely impact its business, results of operations and financial condition. The Company’s condensed consolidated financial statements have been prepared on a going concern basis, which contemplates the realization of assets and satisfaction of liabilities in the normal course of business.
​
Concentrations of Risks, Significant Customers and Investments
The Company’s financial instruments are exposed to concentrations of credit risk and consist primarily of cash, cash equivalents, restricted cash and accounts receivable. The Company maintains its cash, cash equivalents and restricted cash with high-quality financial institutions with investment-grade ratings. In the event of a failure of any financial institutions where the Company
maintains deposits, it may lose timely access to its funds and incur losses to the extent its deposits exceed amounts insured by the Federal Deposit Insurance Corporation (“FDIC”), as described below.
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​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	Three months ended December 31,
	​
	​
	Six months ended December 31,
	​

	​
	2023
	    
	2022
	 
	    
	2023
	    
	2022
	 

	Customer A
	52
	%  
	60
	%
	 
	52
	%  
	60
	%

	Customer B
	12
	%  
	22
	%
	 
	14
	%  
	23
	%

	Customer C
	22
	%
	14
	%
	​
	22
	%
	14
	%

	​
	86
	%  
	96
	%
	 
	88
	%  
	97
	%


*Customer D and E represents less than 10% of revenue and therefore was omitted from the above schedule.
​
The following restaurant brands accounted for more than 10% of accounts receivable:
​
	​

	​

	​

	​

	​

	​


	​
	    
	As of December 31, 
	    
	As of June 30, 
	 

	​
	​
	2023
	​
	2023
	 

	Customer A
	 
	19
	%  
	43
	%

	Customer B
	 
	10
	%  
	14
	%

	Customer D
	 
	50
	%  
	37
	%

	Customer E
	​
	12
	%  
	—
	%

	​
	 
	91
	%  
	94
	%


*Customer C represents less than 10% of accounts receivable and therefore was omitted from the above schedule. For Customer E, the Company serves as an agent in the relationship.
​
On October 30, 2023, Customer C provided notice of its intent to not renew its contract at the end of the expiration date of December 31, 2023. The customer also sought a limited transition extension period through June 30, 2024. In addition, on December 1, 2023, the Company received notification of Customer A’s intent to not renew its contract at the end of the expiration date on June 30, 2024. On February 1, 2024, the Company received notification of Customer B’s intent to not renew its contract that expires on February 29, 2024.
The Company is exposed to vendor concentration risk as its next generation version of Presto Touch tablets and other equipment are from one supplier. The Company’s operating results could be adversely affected in the event that the vendor increases its prices or experiences disruptions in its supply of goods or services.
Presto Touch Update
The Company is considering strategic alternatives related to its Presto Touch solution including a sale, partial sale or abandonment in the coming months to allow for dedicated focus and efforts on its Presto Voice solution. Refer to Note 15 for information regarding a memorandum of understanding relating to the Presto Touch solution entered into on January 17, 2024.
Cost Savings Initiative
On November 15, 2023, the Company took additional steps in its ongoing efforts to reduce costs, improve profitability, and streamline operations by implementing a reduction in force plan of approximately 17% of the Company’s personnel globally. The current execution of this cost reduction plan resulted in approximately $0.5 million in one-time charges during the three and six months ended December 31, 2023. 
​
Financial Institutions
Financial instruments that potentially expose the Company to concentrations of credit risk consist principally of cash and cash equivalents and restricted cash on deposit with financial institutions, the balances of which frequently exceed federally insured limits. On March 10, 2023, Silicon Valley Bank was closed by the California Department of Financial Protection and Innovation, which appointed the FDIC as receiver. If any of the financial institutions with whom the Company does business were to be placed 
9
Table of Contents
into receivership, we may be unable to access the funds the Company has on deposit with such institutions. If the Company is unable to access its funds as needed, its financial position and ability to operate its business could be adversely affected. The Company had $12.9 million in deposits in excess of the FDIC limits at December 31, 2023.
Segment Information
Operating segments are defined as components of an enterprise for which separate financial information is available that is evaluated regularly by the chief operating decision maker (“CODM”) in deciding how to allocate resources and in assessing performance. The Company’s Co-CODMs comprised a team of the Interim Chief Executive Officer, the President and the Chief Operating Officer until August 1, 2023. On that date a new Chief Executive Officer was appointed, who became the sole CODM. The Co-CODMs and sole CODM have reviewed financial information on a consolidated basis for purposes of allocating resources and evaluating financial performance. As such, the Company’s operations constitute a single operating segment and one reportable segment. 
The Company has operations in the United States, Canada and India. The Company earns substantially all of its revenue in the United States and all of its long-lived assets are held in the United States.
Investment in Non-Affiliate
Investments in non-affiliates include equity security investments in third party entities without a readily determinable fair value in which the Company’s influence is deemed non-significant. Investments in non-affiliates are recorded using the measurement alternative for investments without readily determinable fair values, whereby the investment is measured at cost less any impairment recorded or observable price changes. Any impairments or observable price changes are reported in other income, net in the condensed consolidated statements of operations and comprehensive income (loss).
Leases
The Company leases real estate facilities under non-cancelable operating leases with remaining lease terms of six months to three years. The Company determines if an arrangement contains a lease at inception based on whether there is an identified property or equipment and whether the Company controls the use of the identified asset throughout the period of use.
The Company accounts for its leases in accordance with ASC Topic 842, Leases. The operating lease liabilities are measured and recognized at the lease inception date based on the present value of lease payments over the lease term discounted based on the more readily determinable of (i) the rate implicit in the lease or (ii) the Company’s incremental borrowing rate (which is the estimated rate the Company would be required to pay for a collateralized borrowing equal to the total lease payments over the term of the lease). Because the Company’s operating lease does not provide an implicit rate, the Company estimates its incremental borrowing rate based on the information available at lease commencement date for borrowings with a similar term.
The Company’s operating lease ROU asset is measured based on the corresponding operating lease liability adjusted for (i) payments made to the lessor at or before the commencement date, (ii) initial direct costs incurred, and (iii) tenant incentives under the lease. The Company does not assume renewals or early terminations unless it is reasonably certain to exercise these options at commencement. The Company does not allocate consideration between lease and non-lease components. The Company’s lease agreements contain variable costs such as common area maintenance, operating expenses, or other costs. Variable lease payments are recognized in the period in which the obligation for those payments are incurred. In addition, the Company does not recognize ROU assets or lease liabilities for leases with a term of twelve months or less of all asset classes; lease expense from these leases is recognized on a straight-line basis over the lease term. The ROU asset as of December 31, 2023 was $0.4 million. Lease activity was immaterial to the condensed consolidation financial statements for the three and six months ended December 31, 2023 and 2022.
Revenue Recognition
The Company accounts for its revenue in accordance with ASC 606 Revenue from Contracts with Customers. Revenue is recognized when promised goods or services are transferred to the customer in an amount that reflects the consideration to which the Company expects to be entitled in exchange for those goods or services, net of any taxes collected from customers (e.g., sales and other indirect taxes), which are subsequently remitted to government authorities. During the three and six months ended December 31, 2023 and 2022, the Company derived its revenues from two revenue streams: (1) sales of the Presto Touch and Presto Voice solutions and leases of the Presto Touch solution, which includes hardware, hardware accessories, software and customer support and maintenance 
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(“Platform revenue”), and (2) Premium Content (gaming) and other revenue, which includes professional services (“Transaction revenue”).
​
Platform Revenue
 
The Platform revenue stream is generated from fees charged to customers to access the Company’s Presto Touch and Presto Voice solutions, which are recognized ratably over the life of the contract. The majority of the Company’s consideration from the contract value is due monthly over the term of the contract. Revenue from the Presto Touch solution related to continuous access to the Company’s software-as-a-service (“SaaS”) platform is satisfied ratably over the contract period as the service is provided. The master service agreements with customers are generally for a term ranging from 12 to 36 months. Amounts invoiced in excess of revenue recognized are recorded as deferred revenue. During the three and six months ended December 31, 2023, the Company’s Voice solutions for drive-thru restaurants contributed $0.6 million and $1.0 million, respectively, which accounts for 12% and 10% of the total revenue generated during the respective periods. 
​
Pursuant to an agreement with Hi Auto Ltd. (“Hi Auto”), the Company remits a revenue share associated with Presto Voice at Checkers locations. As the Company has determined that it serves as an agent in the relationship because it does not control the Presto Voice hardware, software and other services and is not primarily responsible for fulfilling the obligations to the customer, the Company recognizes this revenue net of the revenue share amount paid to Hi Auto. The revenue share amount ranged from 64% to 66% of the gross billings to the restaurant operators for the three and six months ended December 31, 2023 and ranged from 64% to 68% for the three and six months ended December 31, 2022.  Revenue for the three and six months ended December 31, 2023 and 2022 from Checkers also reflects, as a reduction to the transaction price, the fair value of the warrant issued to Checkers (refer to Note 3). The Company also pays Hi Auto a fee that is accounted for as cost of revenue which was $0.3 million and $0.6 million for the three and six months ended December 31, 2023, respectively, and $0.4 million and $0.5 million for the three and six months ended December 31, 2022, respectively.
The Company maintains an agreement with a legacy customer whereby it leases Presto Touch to that customer. Revenue associated with the lease is recognized on a straight-line basis as Platform revenue over the lease term in the condensed consolidated statements of operations and comprehensive income (loss).
​
Transaction Revenue
​
Transaction revenue consists of a single performance obligation recognized at a point in time when the content is delivered and used. Transaction revenue is recognized on a gross basis as the Company is the principal in the relationship as it is the primary obligor responsible for fulfillment, controls the gaming license and its accessibility and has influence in establishing the price charged to the guest. The restaurant acts as a sales agent between the Company and the guest to upsell premium gaming content purchases during the dining experience. A portion of Transaction revenue collections is owed to the restaurant operator and is recorded in Transaction cost of revenue.
​
The Company determines revenue recognition through the following steps:
​
	
	1.
	Identification of the contract, or contracts, with a customer — In connection with the Presto Touch and Presto Voice solutions, the Company enters into a master sales agreement (“MSA”) with the customer which is signed by both parties. The rights and obligations are outlined in the MSA and payment terms are clearly defined. The Company then enters into a license agreement, typically with each franchisee, which outlines the specified goods and services to be provided. The Company may also enter into separate gaming agreements with guests, whereby the guest agrees to pay for use of the premium content. Each MSA, in conjunction with a license agreement, and each gaming agreement, has commercial substance, whereby the Company is to provide solutions and services in exchange for payment, and collectability is probable.


​
	
	2.
	Identification of the performance obligations in the contract — The Company’s contracts with customers include promises to transfer multiple goods and services. For all arrangements with multiple services, the Company evaluates whether the individual services qualify as distinct performance obligations. In the Company’s assessment of whether a service is a distinct performance obligation, the Company determines whether the customer can benefit from the service on its own or with other readily available resources and whether the service is separately identifiable from other services in the contract. This evaluation requires the Company to assess the nature of each individual service offering and how the services are provided in the context of the contract, including whether the services are significantly integrated, highly 
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	interrelated, or significantly modify each other, which may require judgment based on the facts and circumstances of the contract.


​
The Company identified the following performance obligations: (1) for the MSAs and license agreements, sales or leases of hardware, access to the SaaS platform and maintenance is one combined performance obligation (“Presto Touch”)  or (‘Presto Voice”) and (2) for gaming agreements, the provision of premium content, or gaming is a separate standalone performance obligation. Professional services were insignificant during the three and six months ended December 31, 2023 and 2022.
​
Presto Touch and Presto Voice are each considered, separately, single performance obligations because each respective element of the Presto Touch and Presto Voice solution is interdependent and cannot function independently. The software and hardware for the Presto Touch and Presto Voice represent, respectively, one combined Presto Touch output and one combined Presto Voice output; the customer cannot benefit from the use of one element without the other.
​
When the Company enters into gaming agreements, the Company’s Presto Touch solution includes the capability of providing entertainment services, provided by the Company via internet. The games are only accessible over the internet and upon the guest making the decision to pay for the content, the guest receives the right to access the game on the Presto Touch solution. Gaming fees are usage based through the guest’s use of the device and stipulated in a separate contract with the guest. Any fees that are incurred are collected by the restaurant as part of the normal payment for the dining check from the guest and remitted back to the Company, net of commissions paid to the restaurant as the sales agent. Premium content revenue, or gaming revenue, is therefore one performance obligation.
​
	
	3.
	Determination of the transaction price — The Company’s MSAs stipulate the terms and conditions of providing the Presto Touch or Presto Voice solution and separate license agreements dictate the transaction price which are typically outlined as a price per store location or price per number of Presto Touch devices used. The transaction price is generally a fixed fee, due monthly over the term of the contract. The transaction price for Transaction revenue is a fixed fee charged per game. The Company occasionally provides consideration payable to a customer, which is recorded as a capitalized asset upon payment and included as part of deferred costs and amortized as contra-revenue over the expected customer life.


​
	
	4.
	Allocation of the transaction price to the performance obligations in the contract — As the Presto Touch and Presto Voice solution are each considered one combined performance obligation, no reallocation of the contract price is required. The Company’s premium content contract is comprised of one performance obligation and does not require reallocation of the contract price.


​
	
	5.
	Recognition of revenue when, or as, the Company satisfies a performance obligation — As the customer simultaneously receives and consumes the benefits provided by the Company through continuous access to its SaaS platform, revenue from the Presto Touch and Presto Voice is satisfied ratably over the contract period as the service is provided, commencing when the subscription service is made available to the customer. Transaction revenue does not meet the criteria for ratable recognition and is recognized at a point in time when the gaming service is provided.


​
Net Income (Loss) Per Share
The Company computes net income (loss) per share, or earnings per share (“EPS”), following ASC Topic 260, Earnings per Share. The Company calculates basic net income (loss) per share by dividing net income (loss) attributable to common stockholders by the weighted-average number of ordinary shares outstanding during the period. Diluted EPS represents the dilutive effect on a per-share basis from the potential exercise of options and or warrants; the potentially dilutive effect of options or warrants is computed using the treasury stock method. Securities that that have a potentially anti-dilutive effect (i.e., those that increase income per share or decrease loss per share) are excluded from the diluted EPS calculation.
Recently Adopted Accounting Standards
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments Topic 326: Credit Losses Measurement of Credit Losses on Financial Instruments (Topic 326) which requires an entity to utilize a new impairment model known as the current expected credit loss (“CECL”) model to estimate its lifetime “expected credit loss” and record an allowance that, when deducted from the amortized cost basis of the financial asset, presents the net amount expected to be collected on the financial asset. The CECL model is expected to result in more timely recognition of credit losses. This guidance also requires new disclosures for financial assets measured 
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at amortized cost, loans, and available-for-sale debt securities. Entities will apply the standard’s provisions as a cumulative effect adjustment to retained earnings as of the beginning of the first reporting period in which the guidance is adopted. The FASB subsequently issued ASU 2018-19, ASU 2019-04, and ASU 2019-10, which clarified the implementation guidance and effective date of Topic 326. The Company adopted ASU No. 2016-13 on July 1, 2023 using the modified retrospective approach. The adoption did not have a material impact on the Company's condensed consolidated financial statements. 
​
Recently Issued Accounting Standards Not Yet Adopted
In August 2020, the FASB issued ASU 2020-06, Debt — Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging — Contracts in Entity’s Own Equity, which simplifies the accounting for convertible debt and convertible preferred stock by removing the requirements to separately present certain conversion features in equity. The standard also simplifies guidance in Topic 815-40 by removing certain criteria that must be satisfied in order to classify a contract as equity and revises the guidance on calculating earnings per share, requiring the use of the if-converted method for all convertible instruments. The standard is effective for the Company beginning in fiscal year 2025. The Company is currently evaluating the impact of the adoption of this standard on the Company’s condensed consolidated financial statements.
In November 2023, the FASB issued ASU 2023-07, Segment Reporting (Topic 280) – Improvements to Reportable Segment Disclosures. This ASU requires incremental disclosures related to a Company’s reportable segments that will provide additional disaggregated expense information. The standard is effective for the Company beginning in fiscal year 2025. The Company is currently evaluating the impact of the adoption of this standard on the Company’s condensed consolidated financial statements.
In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740) – Improvements to Income Tax Disclosures. The standard revises the income tax disclosure requirements to be more transparent. The standard is effective for the Company beginning in fiscal year 2026. The Company is currently evaluating the impact of the adoption of this standard on the Company’s condensed consolidated financial statements.
[bookmark: Tc_JKfN1H8ehEKQdKBvUypN2A_5_2][bookmark: Tc_nyucDh6j_E25yRX12R39Cg_5_0][bookmark: Tc_T-29gjkG10-XGzyaxZBlow_4_0][bookmark: Tc_cLKneyrH6kuJ9x275TPdKw_3_0][bookmark: Tc_4qnOkxzyC0WCvbMzvzgPOg_2_2][bookmark: Tc_qz7a0yQPVky-ltCz_h92bA_2_0][bookmark: Tc_FM8e89xWKk6d3yEZ0afzzQ_1_2][bookmark: _07a61afd_c700_4c5d_94c7_d3f08a379df3]2. Merger
On September 21, 2022, Ventoux and its subsidiaries, then a special purpose acquisition corporation, acquired Legacy Presto via a series of mergers, whereby Legacy Presto became a limited liability company and a wholly owned subsidiary of Ventoux. Upon completion of the Merger, Ventoux CCM Acquisition Corp. was renamed Presto Automation Inc. The Sponsors, with the close of the Merger, remained significant shareholders in the Company.
Trust Proceeds and PIPE investment
Following the closing of Ventoux’s initial public offering on December 30, 2020, $151.5 million was placed in a trust account, (the “Trust”), for which various redemptions of amounts in the Trust were made up until the date of the Merger. On the closing date of the Merger, $9.5 million of unredeemed funds were released to Ventoux from the Trust.
In connection with the execution of the Merger, Ventoux entered into separate subscription with a number of investors, pursuant to which the subscribers agreed to purchase, and Ventoux agreed to sell to the subscribers, an aggregate of 7,133,687 shares of common stock (the “PIPE Shares”), for an aggregate purchase price of $55.4 million, in a private placement pursuant to the subscription agreements (the “PIPE”). The PIPE investment closed simultaneously with the consummation of the Merger.
Upon consummation of the Merger, Presto received approximately $49.8 million from the Trust and PIPE, net of transaction costs and other payments as set forth as follows:
​
	​

	​

	​

	​


	​
	    
	Net Cash

	Cash—Ventoux Trust and working capital cash
	​
	$
	9,584

	Cash—PIPE investment
	​
	 
	55,400

	Less: transaction costs and other payments(1)
	​
	 
	(15,144)

	Total
	​
	$
	49,840


	(1)
	Amount reflects (1) the repayment of $1.9 million of Ventoux related party loans utilizing proceeds from Trust, (2) the payment of $7.8 million in Ventoux transaction costs related to the Merger, (3) the payment of $4.9 million in Legacy Presto transaction costs related to the Merger and (4) the payment of certain other costs not directly related to the Merger in the amount of $0.5 
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	million. Legacy Presto also incurred $2.1 million in transaction costs which were paid via the issuance of 260,000 Company shares. Further in conjunction with the Merger, Legacy Presto incurred $3.2 million in transaction costs which were either paid prior to or after the Merger. As of December 31, 2022, all of the transaction costs incurred by Legacy Presto have been fully paid. Accordingly, in total Legacy Presto incurred transaction costs amounting to $10.4 million.


​
Legacy Presto Convertible Promissory Notes and Equity and the Exchange
Immediately prior to the closing of the Merger, all convertible promissory notes were converted into Legacy Presto common stock, all shares of outstanding redeemable convertible preferred stock of Legacy Presto were automatically converted into shares of Legacy Presto common stock, and all outstanding warrants for Legacy Presto shares were either exercised or exchanged into warrants of common stock of Presto. Upon the consummation of the Merger, each share of Legacy Presto common stock issued and outstanding was canceled and converted into the right to receive 0.8099 shares (the “Exchange Ratio”) of common stock of Ventoux. Further the outstanding equity awards (including warrant, stock option and RSU holders) of Legacy Presto were canceled and converted using the Exchange Ratio with the holders receiving equivalent outstanding equity awards (including warrant, stock option and RSU holders) in the Company.
Earnout Arrangement with holders of Legacy Presto Common Stock and Outstanding Equity Awards
Concurrent with the closing of the Merger, holders of Legacy Presto common stock and outstanding equity awards (including warrant, stock option and RSU holders) had the right to receive up to an aggregate amount of 15,000,000 shares of Company common stock (or equivalent equity award) that would be issued as follows:
	
	●
	7,500,000 shares, if, during the period from and after the closing of the Merger until the third anniversary of the closing of the Merger, the Volume Weighted Average Price (“VWAP” as defined in the Agreement and Plan of Merger among Ventoux CCM Acquisition Corp., as Acquiror, Ventoux Merger Sub I Inc. as First Merger Sub., Ventoux Merger Sub II LLC as Second Merger Sub and E La Carte, Inc. as the Company, dated November 10, 2021 of Presto common stock is greater than or equal to $12.50 for any 20 trading days within a period of 30 consecutive trading days, and


	
	●
	an additional 7,500,000 shares, if, during the period from and after the closing of the Merger until the fifth anniversary of the closing of the Merger, the VWAP of Presto common stock is greater than or equal to $15.00 for any 20 trading days within a period of 30 consecutive trading days.


The earnout shares are equity classified and the fair value was determined at grant date to be $3.17 per share. Of the 15,000,000 earn-out shares, 4,771,116 earnout shares were given to common stock, option and RSU holders that were held by current employees and directors and are accounted for under ASC 718. Refer to Note 11 for compensation details.
Unvested Sponsor Share Arrangement with Sponsors
At the Closing, 444,500 sponsor shares held by the Sponsors (the “Unvested Sponsor Shares”) became subject to the following vesting and forfeiture provisions:
	
	(i)
	the first 25% of such Unvested Sponsor Shares owned by the Sponsors vest at such time as a $12.00 Stock Price Level is achieved on or before the date that is five years after the Closing Date,


	
	(ii)
	the next 25% of such Unvested Sponsor Shares owned by the Sponsors vests at such time as a $15.00 Stock Price Level is achieved on or before the date that is five years after the Closing Date.,


	
	(iii)
	the next 25% of such Unvested Sponsor Shares owned by the Sponsors vest at such time as a $20.00 Stock Price Level is achieved on or before the date that is five years after the Closing Date and


	
	(iv)
	the remaining 25% of such Unvested Sponsor Shares owned by the Sponsors shall vest at such time as a $25.00 Stock Price Level is achieved on or before the date that is five years after the Closing Date.


A “Stock Price Level” is considered achieved when the VWAP of the common stock is greater than or equal to the applicable threshold for any 40 consecutive trading days within a 60 trading day period. If the applicable Stock Price Level is not achieved on or 
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prior to the date that is five years after the Closing Date, the applicable Unvested Sponsor Shares shall not vest and shall be automatically forfeited and cancelled for no consideration. In the event of a change of control, any Unvested Sponsor Shares shall automatically vest. As of December 31, 2023, all of the Unvested Sponsor Shares remain unvested as the vesting conditions have not been achieved.
The Company has concluded that the Unvested Sponsor Shares are accounted for as equity-linked instruments under ASC 815-40 and are not indexed to the entity’s own stock and accordingly, such financial instruments are classified as liabilities. With the closing of the Merger, the Company recorded $1.6 million within other long-term liabilities. During the three and six months ended December 31, 2023, the Company recorded a gain on remeasurement of $0.1 million and $1.4 million, respectively, and an immaterial amount and a $1.2 million gain for the three and six months ended December 31, 2022, respectively, which are included in change in fair value of warrants and convertible promissory notes in the condensed consolidated statement of operations and comprehensive income (loss).
The Merger is accounted for as a reverse recapitalization in accordance with U.S. GAAP. Under the guidance in ASC 805, Business Combinations, Ventoux was treated as the “acquired” company for financial reporting purposes. This determination was primarily based on Presto having a majority of the voting power of the post-combination company, Presto’s senior management comprising substantially all of the senior management of the post-combination company, the relative size of Presto compared to Ventoux, and Presto’s operations comprising the ongoing operations of the post-combination company. Accordingly, for accounting purposes, the Merger was treated as the equivalent of Legacy Presto issuing stock for the net assets of Ventoux, accompanied by a recapitalization. Accordingly, all historical financial information presented in the unaudited condensed consolidated financial statements represents the accounts of Presto and its wholly owned subsidiaries as if Legacy Presto is the predecessor to the Company. The shares and net income per common share, prior to the Merger, have been retroactively restated as shares reflecting the Exchange Ratio established in the Merger (0.8099 shares of Company common stock for every one share of Legacy Presto common stock).
Total net liabilities of Ventoux assumed by the Company was $9.8 million, which is inclusive of a liability for the private warrants of $9.4 million but excludes the $55.4 million in PIPE proceeds raised by Ventoux immediately prior to the Merger.
​
[bookmark: Tc_twfLhk_0sk-y1tojuRkcfg_6_2][bookmark: Tc_9yK-PQs0QUOU1CCvRUS_rg_6_0][bookmark: Tc_d12bfij-gE2-0XoGw1djNg_5_0][bookmark: Tc_2C88nPGEAkKtP-1DAQvFjQ_4_0][bookmark: Tc_ltNtnRjplE6WoImyX1Sd1A_3_2][bookmark: Tc_U__-G1wkwEed2mFbaOw2BQ_3_0][bookmark: Tc_2qeLgAHrE0-jEGd45E88Tg_2_2][bookmark: Tc_GUBVDTx2GE-KfXL3QXsOQw_1_2][bookmark: _32e6f5b4_804c_4722_b752_838da4ab8a60]3. Revenue
Contract Balances
The Company receives payments from customers based on a billing schedule as established in its customer contracts. Accounts receivable is recorded when the Company contractually has the right to consideration. In some arrangements, a right to consideration for its performance under the customer contract may occur before invoicing to the customer, resulting in contract assets. The amount of contract assets included within accounts receivable before allowances for credit losses, in the condensed consolidated balance sheets was $0.7 million and $0.7 million as of December 31, 2023 and June 30, 2023, respectively. The beginning balance of accounts receivable was $1.8 million and $1.5 million as of July 1, 2023 and 2022, respectively. The amount of contract assets including deferred costs in the condensed consolidated balance sheets is $1.7 million, $2.4 million and $11.3 million as of December 31, 2023, June 30, 2023 and July 1, 2022, respectively.
Contract liabilities consist of deferred revenue. Deferred revenue represents amounts that have been invoiced in advance of revenue recognition, and the balance is recognized as revenue when transfer of control to customers has occurred or services have been provided. The current portion of deferred revenue balances are recognized during the following twelve-month period.
The following table summarizes the activity in deferred revenue:
​
	​

	​

	​

	​


	​
	    
	Deferred

	​
	​
	Revenue

	Balance as of June 30, 2023
	​
	$
	1,583

	Additions
	​
	 
	3,082

	Revenue recognized
	​
	 
	(3,397)

	Balance as of December 31, 2023
	​
	$
	1,268


​
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	​

	​

	​

	​


	​
	    
	Deferred

	​
	​
	Revenue

	Balance as of June 30, 2022
	​
	$
	10,769

	Additions
	​
	 
	3,246

	Revenue recognized
	​
	 
	(12,432)

	Balance as of June 30, 2023
	​
	$
	1,583


​
As of December 31, 2023, approximately $5.4 million of revenue is expected to be recognized from remaining performance obligations for customer contracts. The Company expects to recognize revenue on approximately $4.4 million of these remaining performance obligations over the next 12 months with the remaining balance recognized thereafter.
​
Transaction Revenue
The commissions paid to restaurants under the Company’s gaming revenue share agreements ranged between 86% - 98% and 86% - 96% of premium content revenue by customer logo for the three and six months ended December 31, 2023, respectively, and 83% - 90% and 83% - 92% for the three and six months ended December 31, 2022, respectively.
Disaggregation of Revenue
No single country other than the United States represented 10% or more of the Company’s revenue during three and six months ended December 31, 2023 and 2022.
For the three and six months ended December 31, 2023, $0.5 million and $1.1 million, of revenue was from leasing arrangements, respectively, while for the three and six months ended December 31, 2022, $0.4 million and $0.8 million of revenue was from leasing arrangements, respectively.
​
Warrant Issued to a Customer
On October 29, 2021, the Company entered into an arrangement with a customer whereby it issued a warrant to purchase 404,961 shares of common stock. Refer to Note 10 for further details. The fair value of the warrant is treated as a reduction to the transaction price of the customer contract and is recorded as contra-revenue. Contra-revenue recognized related to the warrant was $0.2 million and $0.3 million for the three and six months ended December 31, 2023, respectively, and $0.4 million and $0.6 million for the three and six months ended December 31, 2022, respectively. 
​
Voice Customer Update
​
Some of the Presto Voice customers continue to include Carl’s Jr. and Hardee’s, and Wienerschnitzel. During the six months ended December 31, 2023, one of the Company’s Presto Voice customers, Del Taco, decided not to continue with the Presto Voice solution. This will not have a material impact on the Company’s financial statements.
​
​
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The following table provides a summary of all financial instruments measured at fair value:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of December 31, 2023

	​
	    
	Level 1
	    
	Level 2
	    
	Level 3
	    
	Total

	Financial assets:
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Cash equivalents:
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Money market funds
	​
	$
	2,168
	​
	$
	—
	​
	$
	—
	​
	$
	2,168

	Total financial assets
	​
	$
	2,168
	​
	$
	—
	​
	$
	—
	​
	$
	2,168

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Financial liabilities:
	​
	​
	  
	​
	​
	  
	​
	​
	  
	​
	​
	  

	Unvested Sponsor Shares Liability
	​
	$
	—
	​
	$
	—
	​
	$
	8
	​
	​
	8

	Warrant liabilities
	​
	 
	—
	​
	 
	—
	​
	 
	4,705
	​
	 
	4,705

	Total financial liabilities
	​
	$
	—
	​
	$
	—
	​
	$
	4,713
	​
	$
	4,713
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	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of June 30, 2023

	​
	    
	Level 1
	    
	Level 2
	    
	Level 3
	    
	Total

	Financial assets:
	​
	​
	  
	​
	​
	  
	​
	​
	  
	​
	​
	  

	Cash equivalents:
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Money market funds
	​
	$
	13,884
	​
	$
	—
	​
	$
	—
	​
	$
	13,884

	Total financial assets
	​
	$
	13,884
	​
	$
	—
	​
	$
	—
	​
	$
	13,884

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Financial liabilities:
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Unvested Sponsor Shares liability
	​
	$
	—
	​
	$
	—
	​
	$
	1,399
	​
	$
	1,399

	Warrant liabilities
	​
	 
	—
	​
	 
	—
	​
	 
	25,867
	​
	 
	25,867

	Total financial liabilities
	​
	$
	—
	​
	$
	—
	​
	$
	27,266
	​
	$
	27,266


​
Valuation Assumptions Related to Unvested Sponsor Share Liability
The fair value of the Unvested Sponsor Shares liability was determined by the Company using a Monte Carlo valuation model, which requires significant estimates including the expected volatility of the Company’s common stock based on the historical volatility of comparable publicly traded companies and the risk-free rate. These estimates are “Level 3” inputs due to the lack of relevant observable market data.
The Company estimated the fair value of the unvested sponsor share liability using the following weighted average assumptions:
​
	​

	​

	​

	​

	​

	​


	​
	    
	As of December 31, 2023
	​
	As of June 30, 2023
	 

	Expected volatility
	​
	68.3
	%  
	70.4
	%

	Expected term (in years)
	​
	3.7
	​
	4.2
	​

	Risk-free interest rate
	​
	3.9
	%
	4.2
	%


​
The fair value of the warrant liabilities is determined based on “Level 3” inputs, due to the lack of relevant observable market data over fair value inputs (volatility, stock price, risk-free rate, expected term, and dividend yield), used in the Black-Scholes-Merton model. The following table indicates the weighted-average assumptions made in estimating the fair value:
​
	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of
	    
	As of
	 

	​
	​
	December 31, 
	​
	June 30, 
	 

	​
	​
	2023
	​
	2023
	 

	Risk-free interest rate
	 
	​
	3.86
	%  
	​
	4.19
	%

	Expected term (in years)
	 
	​
	4.65
	 
	​
	4.75
	​

	Expected volatility
	 
	​
	55.79
	%  
	​
	56.76
	%

	Expected dividend yield
	 
	​
	—
	 
	​
	—
	​

	Exercise price
	​
	$
	0.05
	​
	$
	4.50
	​

	​
	​
	​
	​
	​
	​
	​
	​


​
Valuation Assumptions and Other Information Related to Convertible Promissory Notes and Embedded Warrants
The Company elected the fair value option methodology to account for the convertible promissory notes and embedded warrants because the Company believes it more accurately reflects the value of the debt in the financial statements. Changes in the fair value of the convertible promissory notes and embedded warrants were included in change in fair value of warrants and convertible promissory notes in the consolidated statement of operations and comprehensive income (loss).
The Company had no outstanding convertible promissory notes and embedded warrants as of December 31, 2023 and June 30, 2023.
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​
The following table sets forth a summary of changes in the fair value of the Company’s Level 3 liabilities:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	​
	​
	    
	​
	​

	​
	​
	​
	​
	​
	Unvested

	​
	​
	​
	​
	​
	Sponsor

	​
	​
	Warrant
	​
	Shares

	​
	​
	Liabilities
	​
	Liability

	Balance at June 30, 2023
	​
	$
	25,867
	​
	$
	1,399

	Issuance of warrants
	​
	​
	5,149
	​
	​
	—

	Change in fair value
	​
	 
	(26,311)
	​
	 
	(1,391)

	Balance at December 31, 2023
	​
	$
	4,705
	​
	$
	8


​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Convertible
	    
	​
	​
	    
	​
	​

	​
	​
	Promissory
	​
	​
	​
	​
	Unvested

	​
	​
	Notes and
	​
	​
	​
	​
	Sponsor

	​
	​
	Embedded
	​
	Warrant
	​
	Shares

	​
	​
	Warrants
	​
	Liabilities
	​
	Liability

	Balance at June 30, 2022
	​
	$
	89,663
	​
	$
	4,149
	​
	$
	—

	Reclassification of liability classified warrants to equity
	​
	 
	—
	​
	 
	(830)
	​
	 
	—

	Issuance of warrants
	​
	​
	—
	​
	​
	843
	​
	​
	​

	Recognition of warrants and unvested sponsor share liabilities assumed upon the Merger
	​
	​
	​
	​
	​
	9,388
	​
	​
	1,588

	Change in fair value 
	​
	​
	(48,271)
	​
	​
	(11,188)
	​
	​
	(1,160)

	Conversion of warrant liabilities and convertible promissory notes
	​
	 
	(41,392)
	​
	 
	—
	​
	 
	—

	Balance at December 31, 2022
	​
	$
	—
	​
	$
	2,362
	​
	$
	428


​
For the Company’s investments without readily determinable fair values, the investment is adjusted if any impairments or observable price changes are identified, which is considered fair value. 
The Company measures certain non-financial assets and liabilities, including property and equipment, intangible assets, and inventory, at fair value on a non-recurring basis. Fair value measurements of non-financial assets and non-financial liabilities are used primarily in the impairment analyses of property and equipment, intangible assets and inventory. Refer to Note 5 for details on the Company’s impairment analysis.
​
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Inventories
Inventories consisted of the following:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of
	    
	As of

	​
	​
	December 31, 
	​
	June 30, 

	​
	​
	2023
	​
	2023

	Finished goods
	​
	$
	312
	​
	$
	629

	Total inventories
	​
	$
	312
	​
	$
	629


​
The Company has determined that certain inventory related to Presto Touch solution was not recoverable based on expected demand and market conditions as of December 31, 2023. As a result, the Company recorded an inventory impairment charge of $0.4 million for the three and six months ended December 31, 2023, in cost of revenue on the condensed consolidated statement of operations and comprehensive income (loss).
​
Investments in Non-Affiliates
In December 2022, the Company entered into a simple agreement for future equity (“SAFE”) with a non-affiliated entity, with the Company making a $2.0 million investment in the entity.  The non-affiliated entity is a closely-held, early-stage technology company, focused on the research and development of voice-related AI products, which to date has been financed through equity and 
18
Table of Contents
[bookmark: Tc__bratlRpIUOV4iQRzIV3bQ_4_0][bookmark: Tc_OvA33afl-Eq4BJug-iFKwA_3_0][bookmark: Tc_kobq4pViuk6XMWgJGvRM8w_2_0][bookmark: Tc_WEuYU_JK5kOGgwvfOSAulg_1_2][bookmark: Tc_8NEjF1ZDVUSgdd28x4WJ3A_9_5][bookmark: Tc_glhTpsQAEUi5HUnZ8g7Mrw_9_2][bookmark: Tc_0GESdvlqSECCT1WNVcZpZw_9_0][bookmark: Tc_YQgYzxu0IEqpCbWC_kf_1g_8_0][bookmark: Tc_bXG9nQeNj0C38arajtcpGA_7_0][bookmark: Tc_Y1NL8uWM-ES5RKDS8EvR7w_6_0][bookmark: Tc_UpaiZkTdsU-Ua7WbtM7prg_5_3][bookmark: Tc_RlU5-x3yx0m5VKA13j7N1w_5_0][bookmark: Tc_O-7wkAHpDUmS4pF91U0OBg_4_5][bookmark: Tc_nSnl8pv-30iWp2W2B0TK0w_4_2][bookmark: Tc_vi7fxRzsk0u5rFGB0M12UQ_4_0][bookmark: Tc_cGqJjAtT8Em2tcYidA9ByA_3_5][bookmark: Tc_TIzOPg_os0mxiCGgK5DKHg_3_2][bookmark: Tc_y1WR5QJoLE2xRHBjTD1uaw_2_5][bookmark: Tc_UF6BMOrpc0asxdNIRP2SFA_2_2][bookmark: Tc_68H-vLGgs0ub3JkdAsGcjQ_1_5][bookmark: Tc_WFDstHtqXki22VV1zc7UcQ_1_2][bookmark: Tc_9Fg4EHbYt0-UwNI4nqbfNw_9_5][bookmark: Tc_zdOBdr8CykCb5SHGAr325w_9_2][bookmark: Tc_MKCCMzrG8Euz8RiAtBiCvQ_9_0][bookmark: Tc_Ktiuny5wvkKH5lvvL_D8xg_8_0][bookmark: Tc_uI8ltIqm6UOSbJ-1ZkRKPg_7_0][bookmark: Tc_PpMo-qOu8k68fuQ5fERSxA_6_0][bookmark: Tc_1_hHLiS9IUW4KvpYXBUJgA_5_0][bookmark: Tc_Yjr1z-23bUOsi0z0ZpMSJw_4_5][bookmark: Tc_NN-le29fQUe8J9rMY5wX7w_4_2][bookmark: Tc_8C0s1GQKN0Szs9uOMKThew_4_0][bookmark: Tc_uM1aVNgfPkmck_WO9t1img_3_5][bookmark: Tc_pqpfSB5BwEeAMxKo5kF9kA_3_2][bookmark: Tc_erwPgoK7pU2B_E9auOEz4w_2_5][bookmark: Tc_2jIf26Du7UK8Ws1tcud8lA_2_2][bookmark: Tc_3KASr-aRi0Gtz2ZUVsIvLw_1_5][bookmark: Tc_sTQuAbIOO0yLnKn715g4cg_1_2]other SAFE investments. The Company’s investment was made to provide further financing to the non-affiliated entity’s research and development efforts. The investment does not provide for the voluntary right to redeem or automatic redemption on a stated date, nor does the Company have the right to voluntarily convert. Rather, under a defined next financing, liquidity event, or dissolution conditions of the non-affiliated entity, the investment will either be converted into a future series of preferred stock of the issuer or may be redeemed for cash.
The Company has determined that the Company’s investment in the non-affiliate is an equity security, whereby such investment does not give the Company a controlling financial interest or significant influence over the investee.  Further, the Company has determined that the Company’s investment in the non-affiliated entity represents an interest in a variable interest entity (“VIE”), for which the Company has determined it is not the primary beneficiary of such non-affiliated entity. Based on the Company’s knowledge and interaction with the non-affiliated entity, in the Company’s judgment, the activities that most significantly impact the non-affiliated entity’s economic performance are those related to the governance and management decisions regarding operations risk.  The Company has determined that it does not have the power to direct such activities, because it has no participation on the board of directors of the VIE or through other ways to influence such activities.  Accordingly, the Company has accounted for the investment as a financial instrument without a readily determinable fair value. Such investment is recorded using the measurement alternative for investments without readily determinable fair values, whereby the investment is measured at cost less any impairment recorded or adjustments for observable price changes. During the three and six months ended December 31, 2023 and 2022, no impairments or observable price changes were identified or recorded. The Company considers the cost of the investment to be the maximum exposure to loss as a result of its involvement with the non-affiliated entity. The Company has no plans at this time for further investment or other form of financial support.
Property and Equipment, net
Property and equipment, net consisted of the following:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of
	    
	As of

	​
	​
	December 31, 
	​
	June 30, 

	​
	​
	2023
	​
	2023

	Tablets
	​
	$
	5,662
	​
	$
	5,774

	Computer equipment
	​
	 
	704
	​
	 
	621

	Voice equipment
	​
	​
	284
	​
	​
	17

	Total property and equipment
	​
	 
	6,650
	​
	 
	6,412

	Less: accumulated depreciation
	​
	 
	(6,144)
	​
	 
	(5,503)

	Property and equipment, net
	​
	$
	506
	​
	$
	909


​
Depreciation expense was $0.3 million and $0.6 million for the three and six months ended December 31, 2023, respectively, and $0.3 million and $0.6 million for the three and six months ended December 31, 2022, respectively. 
Intangible Assets, net
Intangible assets, net consisted of the following:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of
	    
	As of

	​
	​
	December 31, 
	​
	June 30, 

	​
	​
	2023
	​
	2023

	Capitalized software
	​
	$
	8,580
	​
	$
	9,754

	Developed technology
	​
	 
	—
	​
	 
	1,300

	Domain name
	​
	 
	151
	​
	 
	151

	Intangible assets, gross
	​
	 
	8,731
	​
	 
	11,205

	Less: accumulated amortization
	​
	 
	(1,234)
	​
	 
	(677)

	Intangible assets, net
	​
	$
	7,497
	​
	$
	10,528


​
Intangible assets have weighted-average amortization periods as follows:
​
	​

	​

	​


	​
	    
	Years

	Capitalized software
	 
	4

	Developed technology
	 
	4

	Domain Name
	 
	15
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Amortization expense of intangible assets was $0.5 million and $1.2 million for the three and six months ended December 31, 2023, respectively, and $0.1 million and $0.2 million for the three and six months ended December 31, 2022, respectively. During the three months ended December 31, 2023, the Company changed its strategy in connection with the attempted deployment of its vision capitalized software upon which it was determined that the carrying amount of the software may not be recoverable. The Company concluded that the product had no future net undiscounted cash flows due to the focus on Presto Voice and the obsolescence of the vision technology. Therefore, the Company recorded an impairment charge of $2.8 million.
In addition, the Company recorded an impairment charge of $0.4 million related to the next generation of its Presto Touch capitalized software as the shift in strategy to focus on Presto Voice and wind-down Presto Touch led to the conclusion that the carrying value of this technology was not recoverable.
Both of these abandoned technologies had not previously been placed into service. Total impairment charge in the three and six months ended December 31, 2023 was $3.2 million recorded in research and development expenses on the condensed consolidated statement of operations and comprehensive income (loss). 
​
In addition, due to a change in strategy on the Presto Voice solution as a result of a change in the Company’s management team during the three months ended December 31, 2023, the Company fully impaired obsolete developed technology related to the CyborgOps acquisition as there are no future cash flows expected from the technology. The impairment charge of $0.9 million has been recorded for the three and six months ended December 31, 2023 in depreciation, amortization and impairment expense within cost of revenue on the condensed consolidated statement of operations and comprehensive income (loss).
​
Total future amortization expense for intangible assets is estimated as follows:
​
	​

	​

	​

	​


	Remainder of 2024
	    
	$
	1,040

	2025
	​
	 
	2,069

	2026
	​
	 
	2,066

	2027
	​
	 
	2,066

	2028
	​
	 
	200

	Thereafter
	​
	​
	56

	Total
	​
	$
	7,497


​
Accrued Liabilities
Accrued liabilities consisted of the following:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of
	    
	As of

	​
	​
	December 31, 
	​
	June 30, 

	​
	​
	2023
	​
	2023

	Accrued expenses
	​
	$
	561
	​
	$
	253

	Accrued vacation
	​
	 
	715
	​
	 
	868

	Accrued payroll
	​
	​
	940
	​
	​
	1,208

	Operating lease liability, current
	​
	 
	302
	​
	 
	355

	Accrued interest
	​
	 
	2
	​
	 
	375

	Accrued repair cost (Refer to Note 8)
	​
	 
	451
	​
	 
	392

	Accrued sales tax
	​
	 
	159
	​
	 
	134

	Accrued other
	​
	 
	715
	​
	 
	734

	Total accrued liabilities
	​
	$
	3,845
	​
	$
	4,319


​
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Other long-term liabilities consisted of the following:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of
	    
	As of

	​
	​
	December 31, 
	​
	June 30, 

	​
	​
	2023
	​
	2023

	Unvested sponsor shares liability
	​
	$
	8
	​
	$
	1,399

	Operating lease liability, net of current portion
	​
	 
	17
	​
	 
	136

	Total other long-term liabilities
	​
	$
	25
	​
	$
	1,535


​
​
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The Company’s financing obligations, net of discounts, consist of the following:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of December 31, 
	    
	As of June 30, 

	​
	​
	2023
	​
	2023

	Receivable financing facility
	​
	$
	3,624
	​
	$
	4,067

	Equipment financing facility
	 
	​
	—
	 
	​
	609

	Total financing obligations
	 
	​
	3,624
	 
	​
	4,676

	Less: financing obligations, current
	 
	​
	(3,624)
	 
	​
	(1,676)

	Total financing obligations, noncurrent
	​
	$
	—
	​
	$
	3,000


​
Receivable Financing Facility
The Company’s receivable financing facility requires monthly payments of principal and interest totaling an aggregate principal and interest of $0.9 million and $3.0 million for the remainder of fiscal year 2024 and fiscal year 2025, respectively. 
On December 15, 2023, the Company entered into an amendment to the receivable facility, which changed the amount and timing of certain repayments but not the aggregate amount or the maturity date. The amendment is considered a troubled debt restructuring under the guidance of ASC 470 with no gain or loss recorded at the time of the amendment. The Company did not incur any additional expenses.
Equipment Financing Facility
The Company has equipment financing facilities with third party financing partners to secure payments of certain Presto Touch tablet purchases. Such arrangements generally had terms ranging from three – five years and interest rates ranging from 8%-14%. The Company then leased the tablets to one of its customers through operating leases that had 4-year terms. The Company has classified all of its obligations under these arrangements as short-term within financing obligations, current as of June 30, 2023. This facility no longer has an outstanding balance as of December 31, 2023.
​
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The Company’s outstanding debt, net of debt discounts, consists of the following:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of December 31, 
	    
	As of June 30, 

	​
	​
	2023
	​
	2023

	Credit Agreement
	 
	$
	55,075
	 
	$
	50,639

	Premium Financing
	​
	​
	557
	​
	​
	—

	Total debt
	 
	​
	55,632
	 
	​
	50,639

	Less: debt, current
	 
	​
	(55,632)
	 
	​
	(50,639)

	Total debt, noncurrent
	​
	$
	—
	​
	$
	—


​
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Term Loan - Credit Agreement
On September 21, 2022, in connection with the consummation of the Merger, the Company entered into the Credit Agreement with the subsidiary guarantors party thereto, the Agent, the Lenders and other parties party thereto, pursuant to which the Lenders extended the Term Loans having an aggregate original principal amount of $55.0 million. The Term Loans were borrowed in full on September 21, 2022. In conjunction with the initial Credit Agreement, the Company issued 1,500,000 warrants to purchase common stock to the Lenders. Such warrants were determined to be equity classified and the Company recorded the value associated with such warrants of $2.1 million within additional paid in capital, with an offsetting debt discount being recorded. 
Third Amendment to Credit Agreement
 On October 10, 2023, the Company entered into a Third Amendment to the Credit Agreement (the “Third Amendment”) with Metropolitan, the administrative, payment and collateral agent for Lenders, pursuant to which the parties amended certain covenants of the existing Credit Agreement, the Lenders agreed to waive existing events of default, advance an additional $3.0 million of Term Loans to the Company, and exchange an aggregate of approximately $6.0 million of accrued and previously capitalized interest for warrants to purchase 3,000,000 shares of common stock at an exercise price of $0.01 per share (the “Third Amendment Conversion Warrants”) (refer to Note 10). The effectiveness of the Third Amendment was conditioned, in part upon, (1) evidence of a gross amount of additional equity investments of $3.0 million from Presto CA LLC (the “Purchaser”), a related party with greater than 10% investment in the Company and of which an officer is a Board member of the Company, to be used for working capital purposes, which was committed and executed under a Securities Purchase Agreement on October 10, 2023 and closed on October 16, 2023, and (2) the Company hiring a chief financial officer reasonably satisfactory to Metropolitan, which the Company satisfied on October 10, 2023, and (3) evidence that the Company has engaged the services of an investment bank reasonably acceptable to Metropolitan on terms reasonably acceptable to Metropolitan to provide capital markets advisory services in connection with upcoming capital raises.  All conditions precedent were satisfied and the Third Amendment closed on October 17, 2023.
​
Upon the effectiveness of the Third Amendment, the Company obtained waivers of all previous financial covenant breaches. Further, the Third Amendment also eliminates all financial covenants with the exception of two which are a minimum cash collateral balance of $10.0 million and the “cash burn” covenant. The definition of the “cash burn” covenant was revised to allow for the exclusion of certain expenses from the calculation, including those related to severance and certain outside professional fees. New agreed upon “cash burn” covenant levels were also agreed upon. Subject to certain excluded payments, the decrease in operating cash may not exceed an agreed amount for each rolling three-month period, subject to certain customary operating fluctuations and adjustments. The amount is set at $10.7 million for October 2023, $11.4 million for November 2023 and $10.3 million for December 2023, and declines after that date. Without the injection of further capital, the Company anticipated being unable to comply with the minimum unrestricted cash covenant by approximately the end of January 2024. Refer to Note 15 for further details on agreements entered into subsequent to December 31, 2023.
The Third Amendment also provides that, with respect to interest accruing for the interest periods ending September 30, 2023 through to January 31, 2024, the Company may elect that 100% of the accrued but unpaid interest under the Term Loans may be capitalized as principal, or “PIK Interest” on a monthly basis. After January 31, 2024, the Company may request that 100% of the accrued but unpaid interest under the Term Loans may be capitalized as PIK Interest on a monthly basis, subject to the prior approval by the Agent. Absent such a request or in the absence of approval by the Agent, such interest is required to be paid in cash on a monthly basis. Amounts outstanding under the Credit Agreement will incur interest at the rate of 15% per annum. The Term Loans mature on March 21, 2025.
On October 10, 2023, in connection with the Third Amendment, the Company entered into the Third Amended and Restated Fee Letter (the “Third Amendment Fee Letter”) with Metropolitan, pursuant to which the Company paid an amendment fee equal to $0.1 million and granted warrants to purchase 25,000 shares of common stock, par value $0.0001 per share of the Company, with an exercise price of $0.01 per share (the “Third Amendment Fee Warrants”) and, together with the Third Amendment Conversion Warrants, the “Third Amendment Warrants.” See Note 10 for further details.  The PIK Interest forgiven of $6.0 million exceeded the Third Amendment Warrants fair value of $5.2 million which resulted in a reduction of the debt discount of $0.8 million which will be amortized along with the unamortized debt discount using the effective interest rate over the life of the loan.
​
The Company must comply with certain financial covenants as set forth in the Credit Agreement, including a minimum cash covenant. The net leverage ratio covenant was removed in October 2023 with the Third Amendment. The Credit Agreement also contains customary affirmative and restrictive covenants, including covenants regarding the incurrence of additional indebtedness or liens, investments, transactions with affiliates, delivery of financial statements, payment of taxes, maintenance of insurance, 
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[bookmark: _Hlk158819216]dispositions of property, mergers or acquisitions, among other customary covenants. The Company is also restricted from paying dividends or making other distributions or payments on its capital stock, subject to limited exceptions. The Credit Agreement also includes customary representations and warranties, events of default and termination provisions, upon which the Term Loans may be accelerated and the interest rate applicable to any outstanding payment obligations will increase by 5%. 
The Company received a notice of default from the Lender on January 4, 2024 notifying the Company of the occurrence of an event of default resulting from the Company not providing a sufficient plan to the Lender for the wind-down of the Presto Touch solution by the required due date of December 31, 2023. The Company also received a default notice for non-payment of the quarterly monitoring fee of $0.1 million. Refer to Note 15 for further details on agreements entered into subsequent to December 31, 2023.
The Company was not in compliance with the maximum net leverage ratio as of and for the three months ending September 30, 2023 and other instances of default occurred. The Lender waived the instances of non-compliance in the Third Amendment as noted above. Further, since the Company cannot be certain it will be in compliance with all covenants in the next twelve months if additional financing is not secured, the Company has classified the balance of the Credit Agreement, as amended, as current on the condensed consolidated balance sheet as of December 31, 2023.
The Company records PIK Interest expense which is reflected as an increase to the outstanding debt balance in the amounts of $3.1 million and $4.2 million during the three and six months ended December 31, 2023, respectively, and $2.1 million and $2.3 million, respectively, during the three and six months ended December 31, 2022. Further, the Company recorded interest expense associated with the amortization of debt discounts of $1.1 million and $2.4 million, respectively, during the three and six months ended December 31, 2023, and $0.5 million and $0.6 million, respectively, during the three and six months ended December 31, 2022. Accordingly, at December 31, 2023, the term loans, current balance of $55.1 million reflects $58.0 million of principal and $3.7 million of PIK Interest accrual, reduced by $6.6 million of unamortized debt issuance costs. 
Premium Financing
On October 4, 2023, the Company entered into a premium financing agreement to finance approximately $0.8 million in the form of a term loan, which is secured by the Company’s insurance policies. The proceeds of the loan will be used to pay insurance premiums for Directors and Officers insurance (“D&O insurance”). The related interest rate is 8.43% with monthly principal and interest payments of $0.1 million and a maturity date of May 2024.
Convertible Promissory Notes
As of June 30, 2022, the Company had $89.7 million of convertible notes outstanding to various investors, all of which were accounted for under the fair value option. In conjunction with the Merger all convertible promissory notes and embedded warrants converted into shares of common stock. As a consequence of the note and warrant conversion, 8,147,938 shares of common stock were issued. Immediately prior to conversion, the convertible promissory notes were remeasured to the then fair value of $41.4 million, resulting in a gain on remeasurement of $48.3 million which was recorded within change in fair value of warrants and convertible promissory notes on the condensed consolidated statement of operations and comprehensive income (loss) for the six months ended December 31, 2022. As a consequence of the conversion, $41.4 million was reclassified into additional paid-in capital. Accordingly, there were no remeasurement effects related to the convertible promissory notes, as such notes were no longer outstanding during the three months ended December 31, 2022. 
Other Term Loans
Horizon Term Loan
On March 4, 2021, the Company entered into a loan agreement (the “Horizon Loan”) with Horizon Technology Finance Corporation, which provided the Company with $15.0 million, bears interest at prime rate plus 6.5% per annum, and had a term of 54 months from each loan funding date.
In connection with the entry into the Credit Agreement (described above), on September 21, 2022 the Company repaid the Horizon Loan making a cash disbursement of $17.0 million, of which $15.0 million was repayment of principal and $0.6 million was payment of interest expense and accrued interest. Further on the date of the Merger, $1.7 million was recorded as a loss on extinguishment of debt and financial obligations on the condensed consolidated statement of operations and comprehensive income (loss) for the six months ended December 31, 2022.
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On March 11, 2022, the Company entered into a loan agreement (the “Lago Loan”) with Lago Innovation Fund I & II, LLC, which provided the Company with $12.6 million, bears interest at the greater of 12% plus the greater of 1% or 30 day LIBOR, bears 2% payable in kind interest, and matured on April 1, 2023.
On August 4, 2022, the Company amended the Lago Loan which provided the Company with $5.3 million. Further, as part of the amendment to the Lago Loan, the Company issued an additional 169,310 warrants to purchase common stock with the additional tranche. The Company determined that the amendment with Lago should be accounted for as an extinguishment of debt and recorded a loss on extinguishment of debt and financial obligations of $6.0 million on its condensed consolidated statement of operations and comprehensive income (loss) for the six months ended December 31, 2022.
In connection with the entry into the Credit Agreement (described above) on September 21, 2022, the Company repaid all outstanding loans to Lago by making a cash disbursement of $22.4 million, of which $17.9 million was repayment of principal and $0.1 million was payment of payable in-kind interest. Further, $4.4 million of cash was paid related to prepayment and other penalties.
Paycheck Protection Program Loans
In March 2021, the Company obtained a Paycheck Protection Program (“PPP”) loan in the amount of $2.0 million through the U.S. Small Business Administration. The loan was to be fully forgiven if the funds received were used for payroll costs, interest on mortgages, rent, and utilities, with at least 60% being used for payroll. The Company utilized the funds for these purposes and applied for loan forgiveness of the PPP funds. The Company’s accounting policy provides that if the loans are forgiven, the forgiven loan balance will be recognized as income in the period of forgiveness. During the six months ended December 31, 2022, the Company received forgiveness of the PPP loan of $2.0 million and recognized income on forgiveness within other income, net in the Company’s condensed consolidated statements of operations and comprehensive income (loss).
Future principal payments on debt including interest payments elected to be capitalized as PIK Interest for the Company’s fiscal years were as follows:
​
	​

	​

	​

	​


	​
	    
	As of December 31, 

	​
	​
	2023

	Remainder of 2024
	​
	$
	557

	2025
	​
	​
	61,723

	Total future payments on debt obligations
	​
	$
	62,280


​
​
​
​
​
On January 11, 2024, following the notice of default received from the Lender on January 4, 2024, as described above in Third Amendment to Credit Agreement section, the Company’s Lenders delivered an activation notice to the Company’s bank and wired $10.0 million of restricted cash to an account designated by the Lenders. The funds were applied to reduce the outstanding loan balance which as of December 31, 2023 totaled $61.7 million in principal amount plus accrued interest.
​
​
​
​
​
​
8. Commitments and Contingencies
Warranties, Indemnification, and Contingencies
The Company enters into service level agreements with customers which warrant defined levels of uptime and support response times and permit those customers to receive credits for prepaid amounts in the event that those performance and response levels are not met. The Company has incurred costs to refurbish customer tablets in the three and six months ended December 31, 2023, of $0.2 million and $0.5 million, respectively, and in the three and six months ended December 31, 2022, of $0.2 million and $0.9 million, respectively, which are recorded in cost of platform revenue in the Company’s condensed consolidated statement of operations and comprehensive income (loss). In connection with the service level agreements, the Company has recorded $0.5 million and $0.4 million in accrued liabilities in the condensed consolidated balance sheets for expected repair costs for customer tablets currently in the Company’s return merchandise authorization process as of December 31, 2023 and June 30, 2023, respectively.
In the ordinary course of business, the Company enters into contractual arrangements under which the Company agrees to provide indemnification of varying scope and terms to business partners and other parties with respect to certain matters, including, 
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but not limited to, losses arising out of the breach of such agreements, intellectual property infringement claims made by third parties, and other liabilities relating to or arising from the Company’s solutions or the Company’s acts or omissions. In these circumstances, payment may be conditional on the other party making a claim pursuant to the procedures specified in the particular contract. Further, the Company’s obligations under these agreements may be limited in terms of time and/or amount, and in some instances, the Company may have recourse against third parties for certain payments.
In addition, the Company has agreed to indemnify the Company’s directors and executive officers for costs associated with any fees, expenses, judgments, fines, and settlement amounts incurred by any of these persons in any action or proceeding to which any of those persons is, or is threatened to be, made a party by reason of the person’s service as a director or officer, including any action by the Company, arising out of that person’s services as the Company’s director or officer or that person’s services provided to any other company or enterprise at the Company’s request. The Company maintains director and officer insurance coverage that may enable the Company to recover a portion of any future amounts paid.
Legal Proceedings
In the ordinary course of business, the Company may be subject from time to time to various proceedings, lawsuits, disputes, or claims. The Company makes a provision for a liability relating to legal matters when it is both probable that a liability has been incurred and the amount of the loss can be reasonably estimated. These estimates are reviewed at least quarterly and adjusted to reflect the impacts of negotiations, estimated settlements, legal rulings, advice of legal counsel, and other information and events pertaining to a particular matter. In general, the resolution of a legal matter could be material to the Company’s financial condition or cash flows, or both, or could otherwise adversely affect the Company’s operating results. The outcomes of legal proceedings and other contingencies are, however, inherently unpredictable, and subject to significant uncertainties. At this time, other than identified below, the Company does not have any such matters that, if resolved unfavorably, could reasonably be expected to have a material impact on its financial condition, results of operations or cash flows.
​
In February 2022, the Company was added as a co-defendant in a patent infringement lawsuit in the U.S. District Court for the district of Delaware that was brought against Hi Auto, Inc. by Valyant AI, Inc. (“Valyant”) in December 2021, alleging infringement of Valyant’s patent relating to a speech-based/natural language order process system. The lawsuit sought to enjoin the co-defendants from continued alleged infringement and sought unspecified statutory and other damages.  On October 23, 2023, the patent infringement lawsuit for which the Company was named as a co-defendant was dismissed. 
​
In June 2022, the Company received a favorable arbitrator ruling from the Singapore International Arbitration Center related to a matter with its third-party subcontractor and was awarded approximately $11.3 million in damages related to the Company’s loss on infrequent product repairs and to cover its legal expenses. This arbitration ruling was affirmed by the appellate court in the country of the arbitration ruling on March 6, 2023. The vendor appealed the ruling to the highest court in that country in May 2023 and the appeal is currently pending. As a result, the award has not met the criteria to be considered realizable as of December 31, 2023. As a result, the Company has not recognized any gain related to this settlement in its condensed consolidated statement of operations and comprehensive income (loss).
​
During fiscal year 2023, the Company received a legal demand with certain former employees who were part of its May 2022 acquisition of Cyborg Ops, Inc. The demand relates to the basis of their change in employment status and whether certain unvested equity in the amount of 256,891 restricted stock awards for employee terminations during fiscal year 2023, which were forfeited and cancelled upon their departure in accordance with the terms of their employment contracts, warranted full and accelerated vestiture upon their last date of employment with the Company.  A further termination occurred in the first fiscal quarter of 2024 for which an incremental amount of restricted stock units of 97,881 are included in the legal demand. The Company maintains that it is not probable that there is a financial obligation related to this matter nor can the Company estimate any reasonable possible loss at this time, accordingly the Company has not recorded a charge for this matter.
​
In July 2023, the Company and certain of its current and former executive officers received notices of preservation and subpoenas from the staff of the SEC stating that the SEC had commenced a formal investigation into disclosures that the Company had made regarding certain aspects of its AI technology. The Company also received a preliminary request for information from the U.S. Department of Justice (DOJ) regarding substantially the same subject matter. The Company is cooperating fully with the SEC and DOJ, including responding to the subpoena and requests for information. The timing and outcome of these investigations is difficult to predict. The Company has incurred, and may continue to incur, significant expenses related to legal, accounting and other professional services in connection with these investigations. At this stage, the Company is unable to assess whether any material loss is reasonably possible as a result of these investigations or estimate the range of any potential loss.
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​
9. Stockholders’ Deficit
Effective with the closing of the Merger the Company restated its articles of incorporation. Under the amended and restated articles of incorporation the Company is authorized to issue 180,000,000 shares of common stock and 1,500,000 shares of preferred stock. The holders of common stock shall have the right to one vote for each share of common stock held. 
October 2023 Securities Purchase Agreement 
 
On October 10, 2023, the Company entered into a Securities Purchase Agreement (the “October Purchase Agreement”) with CA (defined below), which closed on October 16, 2023, pursuant to which the Company agreed to sell an aggregate of 1,500,000 newly issued shares of the Company’s common stock, at a purchase price of $2.00 per share for an aggregate purchase price of $3.0 million (Refer to Note 7 for additional details).  The October Purchase Agreement contains customary representations, warranties and covenants of the parties, and the closing is subject to customary closing conditions. In addition, the October Purchase Agreement includes anti-dilution provisions relating to future issuances or deemed issuances of common stock from the closing date to April 1, 2024 at a price per share below $2.00 per share, which would require the Company to issue additional shares of common stock to the Purchaser, upon the terms and subject to the conditions contained in the Purchase Agreement.  The anti-dilution provisions were triggered with the November Purchase Agreements (as defined below) and required the Company to issue 1,500,000 additional shares as noted above, which adjusted the purchase price to $1.00 per share from $2.00 per share in the October Purchase Agreement. The triggering of the anti-dilution provision was accounted for as a deemed dividend when it occurred resulting in a $1.5 million offsetting adjustment within additional paid-in capital.
​
November 2023 Capital Raise
On November 17, 2023, the Company entered into agreements (the “November Purchase Agreements”) with a syndicate of investors for the sale of 7,000,000 shares of the Company’s common stock in a registered offering that resulted in gross proceeds of $7.0 million. As part of the offering, a related party, Zaffran Special Opportunities, LLC, received an additional 750,000 shares, for total shares issued of 7,750,000. The offering resulted in fees of $0.8 million and closed on November 21, 2023. 
 
The November Purchase Agreements include anti-dilution provisions relating to future issuances or deemed issuances of the Company’s common stock from November 21, 2023 to April 1, 2024 at a price per share below $1.00, which would require the Company to issue additional shares of common stock to the purchasers, upon the terms and subject to the conditions contained in the November Purchase Agreements.  
​
The offering of securities in connection with this offering triggered such anti-dilution provisions in the October Purchase Agreement and the Third Amendment Conversion Warrants.  The Company agreed with each of Presto CA, LLC (“CA”), the purchaser in the October Purchaser Agreement and the Lenders in the Third Amendment Conversion Warrants that the “New Issuance Price” (as defined in the October Purchase Agreement and Third Amendment Conversion Warrants, respectively) would be $1.00. The Company was also required to increase the amount of common stock issuable upon the exercise of the Third Amendment Conversion Warrants from 3,000,000 shares to 6,000,000 shares (Refer to Note 10 for details on the warrants.)
Placement Agency Agreement
 
On November 17, 2023, the Company entered into a placement agency agreement (the “Placement Agency Agreement”) with Northland Securities, Inc. (“Northland”), Chardan Capital Markets LLC (“Chardan”) and The Benchmark Company, LLC (“Benchmark”), to act as exclusive placement agents in connection with the November offering (collectively, the “Placement Agents”). The Company agreed to (i) pay the Placement Agents a cash fee equal to $0.5 million, (ii) reimburse Northland up to $0.1 million for its reasonable and documented offering-related legal and other expenses and (iii) reimburse Benchmark and Chardan $15,000 each for reasonable and documented offering-related expenses. The placement agency fees combined were $0.6 million and including legal and other fees of $0.5 million resulted in aggregate costs of $1.1 million which were recorded to equity as an offset to proceeds received in the condensed consolidated statement of stockholders’ deficit.
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On September 15, 2022, the Company (then Legacy Presto), received an equity investment of $1.0 million from an investor in exchange for 133,333 shares in the Company. Further, such investor held a significant portion of outstanding convertible notes on the date the investment was made. The Company recorded the proceeds received as an increase to additional paid-in capital. 
On September 21, 2022, in connection with the closing of the Merger, Ventoux and Legacy Presto and a proposed convertible note lender (“Silver Rock”) agreed to terminate the proposed amended and restated convertible note subscription agreement, dated July 25, 2022, which was to be funded at the closing of the Merger. Pursuant to the termination agreement, Silver Rock agreed to the termination in exchange for 400,000 shares of common stock of Legacy Presto which were converted into 323,968 shares of Company common stock pursuant to the terms of the Merger Agreement. The share transfer was determined to be a termination fee valued at $1.6 million for the six months ended December 31, 2022, recorded within other financing and financial instrument (costs) income, net on the condensed consolidated statement of operations and comprehensive income (loss), with an offsetting increase to additional paid-in capital. The Company also agreed to pay certain expenses of Silver Rock in the amount of $0.5 million during the six months ended December 31, 2022, which is recorded within other financing and financial instrument (costs) income, net on the condensed consolidated statement of operations and comprehensive income (loss). In addition to the consideration transferred directly by the Company, 500,000 warrants to purchase common stock, held by the Sponsors, were transferred to Silver Rock. The substance of the warrant transfer by the Sponsor to Silver Rock under the termination agreement was such that the Sponsors made a capital contribution to the Company, and the Company then made a share-based payment to Silver Rock in exchange for termination of the convertible note agreement. Accordingly, the Company recorded the transaction during the six months ended December 31, 2022, as other financing cost of $0.8 million within other financing and financial instrument (costs) income, net on the condensed consolidated statement of operations and comprehensive income (loss) with an offsetting increase to additional paid-in capital for the contribution.
The Company has the following shares of common stock reserved for future issuance:
​
	​

	​

	​


	​
	    
	As of

	​
	​
	December 31, 

	​
	​
	2023

	Warrants to purchase common stock
	​
	27,340,453

	Common stock options and RSUs
	​
	11,866,211

	Equity awards available for future grants
	 
	1,041,589

	Earnout shares
	 
	14,115,953

	​
	 
	54,364,206


​
​
10. Warrants
Since inception, the Company has issued warrants in conjunction with various debt financings. The Company accounts for its warrants in accordance with ASC 815-40 as either liabilities or as equity instruments depending on the specific terms of the warrant agreement. Warrants are classified as liabilities when there is variability in the number of shares, and when the variability is not related to an implicit or explicit input to the valuation of the Company. Liability-classified warrants are remeasured at each reporting date until settlement, with changes in the fair value recognized in change in fair value of warrants and convertible promissory notes in the condensed consolidated statement of operations and comprehensive income (loss). Warrants that meet the fixed-for-fixed criteria or contain variability related to an implicit or explicit input to the valuation of the Company are classified as equity instruments. Warrants classified as equity instruments are initially recognized at fair value and are not subsequently remeasured.
​
Warrant Issuances to Purchase Common Stock 
​
On October 16, 2023, in connection with the Third Amendment, the Company granted 3,000,000 of the Third Amendment Conversion Warrants and 25,000 of the Third Amendment Fee Warrants to purchase shares of common stock, par value $0.0001 per share of the Company, with an exercise price of $0.01 per share (Refer to Note 7 for additional details). In addition, the Third Amendment Conversion Warrants include anti-dilution provisions relating to future issuances or deemed issuances of common stock from the closing date to April 1, 2024 at a price per share below $2.00 per share, which would require the Company to issue additional shares of common stock to the lenders, upon the terms and subject to the conditions contained in the agreement. The anti-dilution provisions of the Third Amendment Conversion Warrants were triggered with the November Purchase Agreements and the Company was required to increase the number of shares issuable under the Third Amendment Conversion Warrants from 3,000,000 to 6,000,000 shares of common stock. As discussed in the previous Note 9, in accordance with the anti-dilution provisions, the price per share that 
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​
The following tables represent the warrants on common stock outstanding as of December 31, 2023 and June 30, 2023:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of December 31, 2023 

	​
	​
	Expiration date
	    
	Exercise Price
	    
	Number of Shares
	    
	Term (years)
	    
	Classification

	Common
	​
	[C]
	​
	$
	7.80
	​
	12,811
	​
	7
	​
	Equity

	Common
	 
	[C]
	​
	$
	7.80
	 
	41,636
	 
	7
	 
	Equity

	Common
	 
	[C]
	​
	$
	7.80
	​
	16,654
	 
	7
	 
	Equity

	Common
	 
	March 2026
	​
	$
	5.85
	​
	84,461
	 
	6.5
	 
	Liability

	Common
	 
	June 2028
	​
	$
	0.01
	​
	404,961
	[D]
	6.7
	 
	Equity

	Common
	 
	[E]
	​
	$
	0.37
	​
	178,395
	​
	10
	 
	Equity

	Common
	 
	March 2026
	​
	$
	0.37
	​
	57,952
	​
	10
	 
	Liability

	Common
	 
	July 2027
	​
	$
	5.85
	​
	86,532
	​
	6
	 
	Liability

	Common
	 
	July 2027
	​
	$
	0.37
	 
	402,679
	​
	6
	 
	Equity

	Common
	 
	[A]
	​
	$
	8.16
	 
	182,158
	​
	[A]
	 
	Equity

	Common
	 
	January 2031
	​
	$
	8.16
	 
	27,577
	​
	10
	 
	Liability

	Common
	 
	[B]
	​
	$
	6.53
	 
	294,725
	[B]
	10
	 
	Equity

	Common
	 
	March 2032
	​
	$
	8.16
	 
	374,912
	​
	10
	 
	Liability

	Common
	 
	September 2027
	​
	$
	11.50
	 
	1,500,000
	 
	5
	 
	Equity

	Common
	 
	September 2027
	​
	$
	8.21
	 
	8,625,000
	[H]
	5
	 
	Equity

	Common
	 
	September 2027
	​
	$
	11.50
	 
	6,125,000
	[I]
	5
	 
	Liability

	Common
	​
	March 2028
	​
	$
	0.01
	​
	400,000
	[F]
	5
	​
	Liability

	Common
	​
	May 2028
	​
	$
	0.01
	​
	2,500,000
	[G]
	5
	​
	Liability

	Common
	​
	October 2028
	​
	$
	0.01
	​
	6,025,000
	[J]
	5
	​
	Liability

	Total
	 
	​
	​
	 
	  
	 
	27,340,453
	​
	  
	 
	  


​
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of June 30, 2023

	​
	​
	Expiration date
	    
	Exercise Price
	    
	Number of Shares
	    
	Term (years)
	    
	Classification

	Common
	​
	[C]
	​
	$
	7.80
	​
	12,811
	​
	7
	​
	Equity

	Common
	 
	[C]
	​
	$
	7.80
	 
	41,636
	 
	7
	 
	Equity

	Common
	 
	[C]
	​
	$
	7.80
	 
	16,654
	 
	7
	 
	Equity

	Common
	 
	March 2026
	​
	$
	5.85
	*
	84,461
	 
	6.5
	 
	Liability

	Common
	 
	June 2028
	​
	$
	0.01
	 
	404,961
	[D]
	6.7
	 
	Equity

	Common
	 
	[E]
	​
	$
	0.37
	 
	178,395
	​
	10
	 
	Equity

	Common
	 
	March 2026
	​
	$
	0.37
	 
	57,952
	​
	10
	 
	Liability

	Common
	 
	July 2027
	​
	$
	5.85
	*
	86,532
	​
	6
	 
	Liability

	Common
	 
	July 2027
	​
	$
	0.37
	 
	402,679
	​
	6
	 
	Equity

	Common
	 
	[A]
	​
	$
	8.16
	 
	182,158
	​
	[A]
	 
	Equity

	Common
	 
	January 2031
	​
	$
	8.16
	 
	27,577
	​
	10
	 
	Liability

	Common
	 
	[B]
	​
	$
	6.53
	 
	294,725
	[B]
	10
	 
	Equity

	Common
	 
	March 2032
	​
	$
	8.16
	 
	374,912
	​
	10
	 
	Liability

	Common
	 
	September 2027
	​
	$
	11.50
	 
	1,500,000
	 
	5
	 
	Equity

	Common
	 
	September 2027
	​
	$
	8.21
	 
	8,625,000
	[H]
	5
	 
	Equity

	Common
	 
	September 2027
	​
	$
	11.50
	 
	6,125,000
	[I]
	5
	 
	Liability

	Common
	​
	March 2028
	​
	$
	0.01
	​
	400,000
	[F]
	5
	​
	Liability

	Common
	​
	May 2028
	​
	$
	0.01
	​
	2,500,000
	[G]
	5
	​
	Liability

	Total
	 
	​
	​
	 
	  
	 
	21,315,453
	​
	  
	 
	  


* Prior period presentation of exercise price has been corrected to reflect the adjusted contractual price.
​
	[A] —
	Warrants will expire at the earliest of a consummation of an acquisition or one year after the effective date of a registration statement for an initial public offering.


	[B] —
	Warrant has the option of being converted into a variable number of shares based on the class of shares that the warrant is exercised at the discretion of the warrant holder. The Company notes the most likely conversion is to common stock and have 
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calculated the number of shares as the quotient of the aggregate warrant coverage dollar amount value of $1.9 million over the exercise price of $6.53 per share as of December 31, 2023 and June 30, 2023. Warrant will also expire at the earliest of 10 years from the issuance date of March 5, 2021 or a consummation of an acquisition in which the sole consideration is cash or marketable securities.
	[C] —
	Warrants expire 5 years from the effective date of a registration statement for an initial public offering should one occur.


	[D] —
	Warrants were issued in October 2021 and are exercisable contingent on rollouts of the Company’s products and services to the warrant holder. Number of shares represents the maximum number of shares to be issued to the warrant holder of 404,961, of which 0 and 66,396 remained contingent as of December 31, 2023 and June 30, 2023, respectively. Expense related to the cost of these warrants being recognized as a reduction to revenue in the Company’s condensed consolidated statements of operations and comprehensive income (loss).


	[E] —
	Warrants will expire at the earliest of 10 years from the issuance date of March 11, 2016, a consummation of an acquisition or one year after the effective date of a registration statement for an initial public offering. The Merger did not satisfy either of these criteria.


	[F] —
	In connection with the First Amendment to the Credit Agreement, the Company issued 400,000 warrants to the Lenders as a fee. The warrant holder may redeem for cash, the First Amendment Warrants at their fair value in the event of a (i) consolidation or merger with or into another party, (ii) a sale, assignment, transfer or disposal of substantially all of the Company’s assets, (iii) purchase, sale or tender of the Company’s common stock where the beneficial owner owns more than 50% of the Company’s common stock, and (iv) a reorganization, recapitalization or reclassification of the Company’s common stock.


	[G] —
	In connection with the effectiveness of the Second Amendment to the Credit Agreement, the Company issued the Second Amendment Warrants. The Second Amendment Warrants may be exercised for cash or pursuant to a net exercise at any time on or before the date that is the five year anniversary of the date of the issuance of the warrants; provided, that the Company shall not affect the exercise of any portion of the warrant to the extent that giving effect to such exercise, the holder thereof, together with its affiliates collectively would beneficially own in excess of 4.99% of the common stock outstanding immediately after giving effect to such exercise. The warrant holder may redeem the Second Amendment Warrants for cash at their fair value in the event of a (i) consolidation or merger with or into another party, (ii) a sale, assignment, transfer or disposal of substantially all of the Company’s assets, (iii) purchase, sale or tender of the Company’s common stock where the beneficial owner owns more than 50% of the Company’s common stock, and (iv) a reorganization, recapitalization or reclassification of the Company’s common stock. 


	[H] —
	Represents 17,250,000 public warrants, assumed as part of the Merger, that are exercisable for one-half of a share of the Company’s common stock for an exercise price of $8.21 per whole share. The Company may redeem the public warrants at an exercise price of $0.01 per share if, and only if, the reported last sale price of the share of common stock equals or exceeds 165% of the volume weighted average per share, for 20 trading days starting on the trading day prior to the day on which the Company consummated the Merger for any twenty (20) trading days within a thirty (30) trading day period ending on the third business day prior to the date on which notice of redemption is given within a 30-trading day period ending on the third business day prior to the notice of redemption.


	[I] —
	The private warrants are exercisable for a price of $11.50 per whole share and are non-redeemable so long as they are held by the initial purchasers or their affiliates. If transferred, the Company may redeem the public warrants at an exercise price of $0.01 per share if, and only if, the reported last sale price of the share of common stock equals or exceeds $16.50 per share, for any 20 trading days within a 30-trading day period ending on the third business day prior to the notice of redemption.


	[J] 
	In connection with the effectiveness of the Third Amendment to the Credit Agreement, the Company issued the Third Amendment Warrants. The Third Amendment Warrants may be exercised for cash or pursuant to a net exercise at any time on or before the date that is the five year anniversary of the date of the issuance of the warrants; provided, that the Company shall not affect the exercise of any portion of the warrant to the extent that giving effect to such exercise, the holder thereof, together with its affiliates collectively would beneficially own in excess of 4.99% of the common stock outstanding immediately after giving effect to such exercise. The warrant holder may redeem the Third Amendment Warrants for cash at their then fair value in the event of a (i) consolidation or merger with or into another party, (ii) a sale, assignment, transfer or disposal of substantially all of the Company’s assets, (iii) purchase, sale or tender of the Company’s common stock where the beneficial owner owns more than 50% of the Company’s common stock, and (iv) a reorganization, recapitalization or reclassification of the Company’s common stock. 


​
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Stock-Based Compensation Plans
Effective with the Merger, the Board of Directors of the Company (the “Board”) adopted the 2022 Incentive Award Plan (the “2022 Plan”). Prior to the Merger, the Company utilized the 2018 equity incentive plan (“2018 Plan”) which replaced the 2008 Stock Incentive Plan (“2008 Plan”). As of December 31, 2023, the number of shares of common stock reserved for future issuance under the 2022 Plan was 1,041,589. The Board may grant incentive and non-statutory stock options and restricted stock units (“RSUs”) to employees, outside directors, investors and consultants at an exercise price of not less than 100% of the fair market value at the date of grant. Awards generally vest ratably over periods determined by the Board, generally four or five years, and expire no later than ten years from the date of grant. For options and RSUs subject to the one-year cliff vesting, the expense is recognized as 25% or 20% of the total option value for a four-year or five-year vesting period, respectively, which is recognized on a straight-line basis over the first year and remaining option expense continues to be recognized straight-line as vesting occurs monthly thereafter.
The Company had 300,376 stock options with performance and service vesting requirements in the six months ended December 31, 2022. The service-based vesting condition is satisfied by rendering continuous service for 4 years after the performance-based vesting condition occurs. The performance-based vesting condition is satisfied in connection with a public liquidity event. Effective with the closing of the Merger, the public liquidity event performance condition was achieved. The Company recognized an immaterial amount of expense associated with these options for the six months ended December 31, 2022.
In September 2022, the Company granted 1,200,000 RSUs to a director of the Company with a grant date fair value of $4.56 per RSU. The RSUs vest in the following tranches, subject to the continuous service through each applicable vesting date: 33.33% of the RSUs shall vest on December 31, 2022, 56.67% of the RSUs shall vest in equal monthly installments on the last day of each month during the subsequent 23-month period, and the remaining 10% shall vest upon the third anniversary of the vesting commencement date. The Company recorded compensation expense during the three and six months ended December 31, 2023 related to the RSUs of $0.4 million and $0.8 million, respectively. The Company recorded compensation expense during the three and six months ended December 31, 2022 related to the RSUs of $0.4 million and $2.2 million, respectively.
​
In the event of voluntary or involuntary termination of employment with the Company for any reason, with or without cause, all unvested options are forfeited and all vested options must be exercised within a 90-day period under the 2018 Plan and within a 30-day period under the 2008 Plan or they are forfeited. Under the 2022 Plan, in the event of voluntary or involuntary termination of employment with the Company for any reason, with or without cause, all unvested RSUs are forfeited.
The following summary of the equity incentive plan option activity is shown collectively for the 2018 Plan and the 2008 Plan:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Number of
	    
	Weighted- 
	    
	Weighted-
	    
	Aggregate

	​
	​
	Options
	​
	Average
	​
	Average Remaining
	​
	Intrinsic

	​
	​
	Outstanding
	    
	Exercise Price
	    
	Contractual Life (years)
	    
	Value

	Balance – June 30, 2023
	​
	9,901,703
	​
	$
	0.72
	 
	4.40
	​
	​
	​

	Exercised
	 
	(1,449,879)
	​
	$
	0.11
	 
	​
	 
	​
	​

	Forfeited and expired
	 
	(266,851)
	​
	$
	2.37
	 
	​
	 
	​
	​

	Balance –December 31, 2023
	 
	8,184,973
	​
	$
	0.76
	 
	3.53
	 
	​
	​

	Vested and expected to vest at December 31, 2023
	 
	8,184,973
	​
	$
	0.76
	 
	3.53
	​
	$
	1,937

	Exercisable at December 31, 2023
	 
	7,858,409
	​
	$
	0.68
	 
	3.38
	​
	​
	1,933


​
As of December 31, 2023, the unrecognized stock-based compensation expense related to outstanding unvested stock options was $0.9 million which is expected to be recognized over a weighted-average period of 1.41 years. 
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​
	​

	​

	​

	​

	​

	​


	​
	    
	Number of
	    
	Weighted- Average

	​
	​
	Awards Outstanding
	    
	Grant Date Fair Value

	Unvested Balance – June 30, 2023
	​
	4,560,645
	​
	$
	4.00

	Granted
	 
	1,211,623
	​
	$
	2.23

	Vested
	 
	(1,053,099)
	​
	$
	3.46

	Forfeited
	 
	(1,037,931)
	​
	$
	3.51

	Unvested Balance - December 31, 2023
	 
	3,681,238
	​
	$
	3.18


​
As of December 31, 2023, the unrecognized stock-based compensation expense related to outstanding unvested RSUs was $10.4 million which is expected to be recognized over a weighted-average period of 4.67 years. 
​
Stock-based Compensation Expense
Stock-based compensation expense, excluding stock-based compensation in capitalized software, related to employees and non-employees, including the expense associated with the earnout shares, by function is as follows:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Six months ended December 31, 
	    

	​
	​
	2023
	    
	2022
	​
	2023
	    
	2022
	​

	Research and development
	​
	$
	1,111
	​
	$
	555
	​
	$
	2,619
	​
	$
	732
	​

	Sales and marketing
	​
	​
	286
	​
	​
	224
	​
	​
	606
	​
	​
	336
	​

	General and administrative
	 
	​
	1,759
	 
	​
	1,749
	 
	​
	3,385
	 
	​
	3,808
	 

	​
	​
	$
	3,156
	​
	$
	2,528
	​
	$
	6,610
	​
	$
	4,876
	​


​
Stock-based compensation allocated to cost of goods sold was not material for the three and six months ended December 31, 2023 and 2022. 
Employee Stock Purchase Plan
Effective with the closing of the Merger, the Company adopted an employee stock purchase plan (“ESPP”). There was no activity under the plan during the three and six months ended December 31, 2023 and 2022, as the Company has not yet conducted any offerings pursuant to the ESPP. 
The ESPP allows eligible employees to purchase shares of the Company’s common stock at a discount through payroll deductions of up to 15% of their eligible compensation, subject to any plan limitations, during designated 6 month offering periods. At the end of each offering period, employees are able to purchase shares at the lesser of (i) 85% of the fair market value of the Company’s common stock on the first day of the offering period and (ii) 85% of the fair market value of the Company’s common stock on the last day of the offering period, based on the closing sales price of the Company’s common stock as quoted on Nasdaq on such date.
Other Stock-based Compensation
Earnout Arrangement with holders of Legacy Presto Common Stock and Outstanding Equity Awards
As of December 31, 2023, unrecognized stock-based compensation expense for earnout awards is $4.3 million which is expected to be recognized over a weighted-average period of 0.89 years. As of December 31, 2023, 884,047 earnout shares held by current employees and directors were forfeited. The earnout shares given to common stockholders not held by current employees and directors and warrant holders have been recorded with equal and offsetting effects on additional paid-in capital on its condensed consolidated balance sheet. As of December 31, 2023, all of the earnout shares remain unissued as the conditions to issuance have not been achieved.
CyborgOps
In connection with the acquisition of CyborgOps, the Company issued 475,638 shares of common stock to employees of CyborgOps who had continued employment with the Company, which are accounted for as stock-based compensation because the 
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shares are subject to forfeiture based on post-acquisition time-based service vesting. During the three and six months ended December 31, 2022, the Company recognized $0.3 million and $0.5 million of stock-based compensation expense related to these equity awards, respectively. Amounts recorded for stock-based compensation expense related to these equity awards was immaterial for the three and six months ended December 31, 2023. As of December 31, 2023, there are no longer any outstanding equity awards to former CyborgOps employees as they have terminated employment with the Company and all their unvested restricted stock awards were cancelled. 
​
12. Income Taxes
The Company is subject to U.S. federal, state, and local corporate income taxes. The Company’s income tax expense was not material for the three and six months ended December 31, 2023 and 2022. The Company does not expect any material changes in tax position for the remainder of the fiscal year.
​
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The following table sets forth the computation of basic and diluted net income (loss) per share attributable to common stockholders for the periods presented:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Six months ended December 31, 
	    

	​
	​
	2023
	    
	2022
	​
	2023
	    
	2022
	​

	Numerator:
	​
	  
	​
	​
	  
	​
	​
	  
	​
	​
	  
	​
	​

	Net income (loss), basic and diluted
	​
	$
	(18,054)
	​
	$
	(17,029)
	​
	$
	(12,682)
	​
	$
	17,760
	​

	Less deemed dividend on down-round provision
	​
	​
	(1,500)
	​
	​
	—
	​
	​
	(1,500)
	​
	​
	—
	​

	Net income (loss) attributable to common stockholders, basic and diluted
	​
	$
	(19,554)
	​
	$
	(17,029)
	​
	$
	(14,182)
	​
	$
	17,760
	​

	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Denominator:
	​
	 
	  
	​
	 
	  
	​
	 
	  
	​
	 
	  
	​

	Weighted-average shares used in computing net income (loss) per share attributable to common stockholders, basic
	​
	 
	63,599,890
	​
	 
	50,998,941
	​
	 
	60,721,231
	​
	 
	40,475,200
	​

	Add: Weighted average dilutive effect of stock options, RSUs and warrants
	​
	 
	—
	​
	 
	—
	​
	 
	—
	​
	 
	10,299,972
	​

	Weighted average shares outstanding - diluted
	​
	 
	63,599,890
	​
	 
	50,998,941
	​
	 
	60,721,231
	​
	 
	50,775,172
	​

	Net income (loss) per share attributable to common stockholders, basic
	​
	$
	(0.31)
	​
	$
	(0.33)
	​
	$
	(0.23)
	​
	$
	0.44
	​

	Net income (loss) per share attributable to common stockholders, diluted
	​
	$
	(0.31)
	​
	$
	(0.33)
	​
	$
	(0.23)
	​
	$
	0.35
	​


​
The potential shares of common stock that were excluded from the computation of diluted net income (loss) per share attributable to common stockholders for the periods presented because including them would have been antidilutive are as follows:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Six Months Ended December 31, 
	    

	​
	​
	2023
	    
	2022
	​
	2023
	    
	2022
	​

	Stock options and RSUs
	​
	11,866,211
	​
	12,756,522
	​
	11,866,211
	​
	198,692
	​

	Common stock warrants
	 
	27,340,453
	 
	18,150,077
	 
	27,340,453
	 
	10,129,619
	 

	Total potential shares of common stock excluded from the computation of diluted net income (loss) per share
	 
	39,206,664
	 
	30,906,599
	 
	39,206,664
	 
	10,328,311
	 


​
​
The Company excluded 1,187,083 RSU’s from the calculation of diluted EPS as they are subject to performance conditions for which the necessary conditions had not been satisfied as of December 31, 2022.
​
The Company excluded 14,115,953 and 15,000,000 earnout shares from the calculation of diluted EPS as of December 31, 2023 and 2022 as they are subject to market conditions for which the necessary conditions have not been satisfied.
​
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14. Related Party Transactions
On October 10, 2023, the Company entered into the October Purchase Agreement with Presto CA, LLC, pursuant to which the Company agreed to sell 1,500,000 newly issued shares of the Company’s common stock, at a purchase price of $2.00 per share for an aggregate purchase price of $3.0 million. Presto CA, LLC is affiliated with Cleveland Avenue, LLC, and Keith Kravcik, a director of the Company, who is the Chief Investment Officer of all of Cleveland Avenue’s various investment funds, including Presto CA, LLC.
As a result of anti-dilution provisions in the October Purchase Agreement, the Company issued 1,500,000 additional shares to Presto CA, LLC upon the issuance of common stock with the November Purchase Agreements. The Company recorded an offsetting entry to additional paid-in capital of $1.5 million.
On November 21, 2023, the Company entered into the November Purchase Agreements, one of which was with Zaffran Special Opportunities, LLC, a related party, to which the Company issued 750,000 newly issued shares of the Company’s common stock. 
During the six months ended December 31, 2022, the Company received an equity investment of $1.0 million from an investor in exchange for 133,333 shares in the Company. Refer to Note 9 for further details. 
In addition, during the six months ended December 31, 2022, the Company granted 1,200,000 of RSUs to a director and the previous interim chief executive officer (“CEO”) of the Company with a grant date fair value of $4.56 per RSU. Refer to Note 11.
​
[bookmark: _Hlk158881445]15. Subsequent Events
Cash Collateral Account
​
On January 11, 2024, the Lenders delivered an activation notice to the Company’s bank and wired $10.0 million of restricted cash to an account designated by the Lenders as a result of existing events of default described below. The funds were applied to reduce the outstanding loan balance, which as of December 31, 2023 totaled $61.7 million in principal amount plus accrued interest.
​
XAC Judgment
 
In a decision rendered on January 16, 2024 by the Singapore Court of Appeal, the Company obtained a favorable verdict in the final hearing regarding its case against XAC Automation Corp (5490.TWO) (“XAC”). The Court dismissed XAC’s appeal and upheld the award of $11.1 million previously made to the Company. XAC has no further recourse to set aside the award and the Company is able to seek to enforce the award against XAC in Taiwan, the country of XAC’s domicile, going forward. The Company intends to pursue full collection of this award from XAC in Taiwan, which involves domesticating the award there and may take between several months to more than a year.
​
Touch Business Term Sheet
 
On January 17, 2024, the Company entered into a non-binding memorandum of understanding (“MoU”) with respect to the formation of a new company (the “Joint Venture”) for the purposes of the creation of and joint investment (the “Transaction”) in the business-to-business tablet touchscreen and tabletop ordering and restaurant services platform business currently owned by the Company (the “Touch Business”). Should the Transaction close, the Company will cease its own operations of the Touch Business. It is envisaged that the Company will enter into a transition services agreement with the Joint Venture for a limited period with respect to certain services.
 
The MoU specifies that the Company may own 40% of the Joint Venture. Other investors, including I2BF, Krishna Gupta and Remus Capital, related parties of the Company, as well as Joint Venture management, may hold the remaining ownership in the Joint Venture. I2BF and Remus Capital have appointed board representatives pursuant to contractual nominating rights with the Company. The Joint Venture will need additional capital to fund its operations and the Company will have a right of first refusal to participate in future capital raises by the Joint Venture.
 
The board of directors of Joint Venture will consist of five members, two of whom will be appointed by the Investors, one by the Company, one of whom will be the CEO of the Joint Venture and one of whom will be Krishna Gupta.
​
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 The Joint Venture is intended to constitute a Touch Business Plan within the meaning of such term within the Credit Agreement. As such, it remains subject to the reasonable approval of the Agent pursuant to the terms of the Credit Agreement. 
​
Forbearance Agreement
​
On January 22, 2024, the Company entered into a Forbearance Agreement and Fourth Amendment to Credit Agreement (the “Forbearance Agreement”) with the Agent and the Lenders. The Forbearance Agreement provides that the Lenders will not exercise remedies for a specified period of time pursuant to the events of default in December 2023 for failing to pay the quarterly monitoring fee and failing to deliver a Presto Touch business plan, as well as the anticipated future event of default due to the Company failing to appoint a new Chief Financial Officer reasonably acceptable to the Agent within 90 days of the prior Chief Financial Officer’s resignation, subject to the agreements and conditions set out below. The Company will pay the Agent a fee of $0.3 million to enter into the Forbearance Agreement. The Forbearance Agreement was terminated on February 17, 2024 by the Lenders.
​
If the Company raises gross cash proceeds of at least $6 million by January 29, 2024 in a Capital Raise (as defined below), the forbearance date would be extended to February 29, 2024 (the “First Forbearance”) (see below for termination date) and the following additional terms shall apply:
​
	
	●
	the interest rate under the Credit Agreement shall be reduced from 15% to 8% through December 31, 2024;


	
	●
	the Company shall issue warrants with an exercise price of $0.01 per share with the number of shares determined by the amount of interest that would accrue on the outstanding loan under the Credit Agreement through December 31, 2024 at a rate of 4% per annum;


	
	●
	the Company shall be permitted to pay interest under the Credit Agreement via PIK through June 30, 2024; and


payment of the monitoring fee for the period ending March 31, 2024 shall be deferred until June 30, 2024.
​
There were other additional terms appliable to the Forbearance Agreement that never took effect before the termination of the agreement.
​
A “Capital Raise” means the sale of new equity interests of the Company or the issue of a convertible subordinated note with specified terms and conditions and that is reasonably satisfactory to the Agent. The Capital Raise associated with the Third Forbearance can be achieved in whole or in part by means of the settlement with or direct payment to the Company of proceeds from the judgment against XAC Automation.
 
In connection with each Forbearance, the Lenders have agreed to waive the anti-dilution protection that they received in the Third Amendment Warrants, solely with respect to the Capital Raise, conditioned on the investors in the October Purchase Agreement and the November Purchase Agreements waiving the anti-dilution provisions in each respective agreement, solely with respect to the Capital Raise. 
​
The Forbearance Agreement was contingent on the Company having appointed an independent member of the Board whose independence is acceptable to the Agent in its sole discretion. This was satisfied with the appointment of Matthew MacDonald as a member of the Board on January 28, 2024. 
​
 Purchase Agreements
 
On January 29, 2024, the Company entered into Securities Purchase Agreements with several investors relating to the issuance and sale of an aggregate of:
​
	
	●
	$6.0 million principal amount of subordinated notes (the “January 2024 Notes”) from a number of investors consisting of (i) an investor (the “Lead Investor”) who purchased $3.0 million of the January 2024 Notes, (ii) Remus Capital Series B II, L.P. (“Remus Capital”), a related party affiliated with Krishna Gupta, which purchased $2.675 million of the January 2024 Notes, and (iii) various other investors, and


	
	●
	$3.0 million principal amount of subordinated notes issued to the Lead Investor in exchange for forfeiting 3,000,000 shares of the Company’s common stock that the Lead Investor had purchased on November 21, 2023 at a price of $1.00 per share in addition to 4,500,000 additional shares of common stock that would be issuable as a result of the triggering of the anti-dilution adjustment.


​
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PIK Interest on the January 2024 Notes accrues monthly at a rate of 7.5% per annum. The interest rate shall increase to 12% in the case of an event of default. The January 2024 Notes are convertible into 36,000,000 shares of common stock at the option of each holder at an initial conversion price of $0.25 per share. The January 2024 Notes shall convert mandatorily into common stock at the conversion price immediately prior to (a) a restructuring transaction, and (b) a change of control transaction with a financial investor.
​
Upon the issuance of the January 2024 Notes through September 30, 2024, if the Company issues any common stock or securities convertible into or exchangeable for common stock at a price that is less than the initial conversion price of $0.25 per share, the conversion price shall be reduced to that lower price. 
​
The January 2024 Notes are subordinated to the payment in full of the principal outstanding under the Credit Agreement.
 
Triggering and Partial Waiver of Anti-dilution Protection Associated with Previously Issued Securities.
 
The issuance of the January 2024 Notes triggered anti-dilution adjustment provisions in the October Purchase Agreement, the Third Amendment Conversion Warrants and the November Purchase Agreements. 
 
The investors in the October Purchase Agreement and the November Purchase Agreements (other than one investor holding 1,000,000 shares) and the Lenders agreed that the “New Issuance Price” for the purpose of anti-dilution protection would be $0.40 and not $0.25. For the one investor holding 1,000,000 shares, the “New Issuance Price” was $0.25. As a result, the Company (i) increased the number of shares issuable upon the exercise of the Third Amendment Conversion Warrants by an additional 9,000,000 shares and (ii) issued 12,000,000 additional shares of the Company’s common stock to the investors in the October Purchase Agreement and the November Purchase Agreements, of which 4,500,000 additional shares were issued to a related party. Additional shares issued includes the one investor holding 1,000,000 shares who received 3,000,000 additional shares and excludes the Lead Investor holding 3,000,000 shares that were forfeited and exchanged for $3.0 million principal amount of subordinated notes.
​
 Fifth Amendment to the Credit Agreement
 
On January 30, 2024, the Company entered into a Fifth Amendment and Acknowledgment to the Credit Agreement (the “Fifth Amendment”). The material terms of the Fifth Amendment are as follows:
​
	
	●
	The parties confirmed that the issuance of the January 2024 Notes satisfied the requirements of the Forbearance Agreement in order for the Lenders to grant continued forbearance with respect to events of default under the Credit Agreement.


	
	●
	The date until which initial forbearance is granted was extended from the original date of February 29, 2024 in the Forbearance Agreement until March 8, 2024.


	
	●
	The Company agreed that on or prior to March 6, 2024, it will hold a shareholder meeting, among other things, to (i) approve the issuance of certain shares, including, without limitation, the Third Amendment Warrants, the Fifth Amendment Warrants and the Convertible Notes, and (ii) amend its certificate of incorporation to increase the authorized shares of common stock to not less than 100,000,000,000 shares. The failure of such meeting of the shareholders of the Company to occur on or before March 6, 2024 shall constitute an immediate event of default under the Credit Agreement.


	
	●
	The Company anticipates that its cash payments in February will result in a reduction in its operating cash that breaches the permitted “Net Adjusted Decrease in Operating Cash” covenant under the Credit Agreement. 


​
Warrants to Purchase Common Stock
​
In connection with the effectiveness of the Fifth Amendment, the Company issued to the Agent warrants to purchase 5,323,298 shares of common stock with an exercise price of $0.01 (the “Fifth Amendment Warrants”). The Fifth Amendment Warrants were required to be issued pursuant to the Forbearance Agreement to account for the reduction in interest rate under the Credit Agreement from 12% to 8% upon the issuance of the January 2024 Notes. The Fifth Amendment Warrants may be exercised for cash or pursuant to a net exercise at any time on or before the date that is the five year anniversary of the date of issuance; provided, that the Company shall not effect the exercise of any portion of the Fifth Amendment Warrants to the extent that giving effect to such exercise, the holder thereof, together with its affiliates collectively would beneficially own in excess of 4.99% of the common stock outstanding immediately after giving effect to such exercise. In addition, the Fifth Amendment Warrants are subject to anti-dilution provisions relating to future issuances or deemed issuances of the Company’s common stock from the issuance date to April 1, 2024 at a price per share below $0.40.
​
Recent Developments with Hi Auto
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​
On January 29, 2024, the Company and Hi Auto amended their agreement to allow for each of Hi Auto and the Company to compete for the Checkers relationship, beginning on May 1, 2024. Hi Auto and the Company agree to continue their obligations under the existing agreement until the last remaining contract linked to the existing agreement ends June 30, 2024.
​
Liquidity Update
 
The Company projects that the net proceeds from the January 2024 Notes, together with the Company’s other cash resources and projected revenues, are sufficient for the Company to sustain its operations through the end of February 2024. The Company is currently exploring alternatives and is in discussions with potential investors to raise capital. 
​
CEO Resignation
​
On February 4, 2024, Xavier Casanova tendered his resignation as CEO of the Company, effective immediately. The Company is in the process of identifying candidates to serve as CEO.
​
Notice of Failure to Satisfy a Continued Listing Rule 
​
On February 6, 2024, the Company received a notice from Nasdaq stating that the Company is not in compliance with the requirement to maintain a minimum Market Value of Listed Securities (“MVLS”) of $50 million, as set forth in Nasdaq Listing Rule 5450(b)(2)(A) (the “MVLS Requirement”), because the MVLS of the Company was below $50 million for the 30 consecutive business days prior to February 6, 2024. Nasdaq further indicated that, as of February 6, 2024, the Company did not comply with certain requirements under the alternative standards set forth in Nasdaq Listing Rule 5450(b)(3)(A) for continued listing on the Nasdaq Global Market. The Notice is in addition to the previously disclosed letter received on December 28, 2023, notifying the Company that it was not in compliance with the requirement to maintain a minimum bid price of $1.00 per share, as set forth in Nasdaq Listing Rule 5450(a)(1). The notice does not currently impact the listing of the common stock on the Nasdaq Global Market at this time. The Company has a period of 180 calendar days, or until August 5, 2024, to regain compliance with the MLVS Requirement. During this period, the common stock will continue to trade on the Nasdaq Global Market. If at any time before August 5, 2024 the MLVS closes at $50 million or more for a minimum of ten consecutive business days, Nasdaq will provide written notification that the Company has achieved compliance with the MLVS Requirement and the matter will be closed. In the event the Company does not regain compliance by August 5, 2024, the Company will receive written notification that its securities are subject to delisting. At that time, the Company may appeal the delisting determination to a Hearings Panel. The Notice provides that the Company may be eligible to transfer the listing of its securities to The Nasdaq Capital Market (provided that it then satisfies the requirements for continued listing on that market).
Significant Customer Cancellation
As noted in Note 1, on February 1, 2024, one of the Company’s three major Presto Touch customers informed the Company of its intention to not renew its contract that expires on February 29, 2024.
​
Termination of Forbearance Agreement
On February 17, 2024, the Company received notice from the Agent and the Lenders of two events of default under the Credit Agreement: (1) that the Company did not replace its CEO with a chief restructuring officer or person with significant restructuring, turnaround and insolvency experience reasonably acceptable to the Agent within the time period required following the resignation of the prior CEO; and (2) that the Company failed to deliver certain financial reports to the Agent on a weekly basis as required by the Credit Agreement. 
As a result, the Agent and the Lenders notified the Company that the forbearance agreement had terminated with the result that the Agent and Lenders are no longer required to forbear from exercising rights and remedies against the Company under the Credit Agreement as a result of these defaults or other existing and anticipated defaults that were the subject of the Forbearance Agreement. 
Appointment of Interim Chief Executive Officer
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On February 18, 2024, the Board appointed Gee Lefevre as Interim CEO of the Company to fill the previously disclosed vacancy of such position. In his capacity as Interim CEO, Mr. Lefevre will serve as the principal executive officer of the Company.
​
 
​
​
[bookmark: ITEM2MANAGEMENTSDISCUSSIONANDANALYSISOFF][bookmark: _d674db94_cbf0_4af8_a8f4_74b6a46a6215]ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
​
The following Management’s Discussion and Analysis of Financial Condition and Results of Operations should be read in conjunction with Presto’s condensed consolidated financial statements and related notes appearing elsewhere in the Quarterly Report on Form 10-Q and our audited consolidated financial statements as of and for the years ended June 30, 2023 and 2022 and the related notes contained in Part II, Item 8 of the Annual Financial Statements on Form 10-K filed with the SEC on October 10, 2023. This discussion contains forward-looking statements, within the meaning of the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, that involve risks and uncertainties. Presto’s actual results could differ materially from such forward-looking statements. The Company does not undertake to update, revise or correct any of the forward-looking information unless required to do so under the federal securities laws. Readers are cautioned that such forward-looking statements should be read in conjunction with the Company’s disclosures under the heading “Cautionary Statement Regarding Forward-Looking Statements” included in this report. Additionally, Presto’s historical results are not necessarily indicative of the results that may be expected in any future period. Amounts are presented in U.S. dollars.
You should not place undue reliance on these forward-looking statements. Should one or more of a number of known and unknown risks and uncertainties materialize, or should any of our assumptions prove incorrect, the Company’s actual results or performance may be materially different from those expressed or implied by these forward-looking statements. Factors that could cause actual results to differ include, but are not limited to, those identified below and those discussed in Part I, Item 1A “Risk Factors” of the Annual Report on Form 10-K filed with the SEC on October 10, 2023:
Unless the context otherwise requires, all references in this section to “we,” “us,” or “our” refers to the business and operations of E La Carte Inc. (“Legacy Presto”) and its consolidated subsidiary prior to the Merger (defined below) and to Presto Automation Inc. (“Presto”) and its subsidiaries following the Business Combination (defined below).
Business Overview
We provide enterprise grade AI and automation solutions to the restaurant technology industry. Our solutions are designed to decrease labor costs, improve staff productivity, increase revenue and enhance the guest experience. We offer our industry-leading AI solution, Presto Voice, to quick service restaurants (QSR) and our pay-at-table tablet solution, Presto Touch, to casual dining chains. Some of the most recognized restaurant names in the United States are among our customers, including Carl’s Jr. and Hardee’s, Wienerschnitzel and Checkers for Presto Voice and Applebee’s, Chili’s and Red Lobster for Presto Touch.
​
Following our founding in 2008, we initially focused exclusively on Presto Touch. As of June 30, 2023, we had shipped over 277,000 Presto Touch tablets to three of the largest casual dining chains in the United States. Presto Voice addresses the pressing needs of drive-thru restaurant operators by improving order accuracy, reducing labor costs and increasing revenue through menu upselling, while also providing guests with an improved drive-thru experience. While Presto Touch has accounted for substantially all of our historical revenues, Presto Voice accounts for over 10% of our revenue for the three and six months ended December 31, 2023, and we believe that Presto Voice will contribute an increasing portion of our revenues in the future.
We are considering strategic alternatives related to our Presto Touch solution including evaluating whether to engage in a wind-down from Presto Touch, which could include either a sale, partial sale or abandonment in the coming months, and allows us to focus our efforts on our Presto Voice solution. Refer to Note 15 in Part I, Item 1, of this Quarterly Report on Form 10-Q for details on a memorandum of understanding relating to the Presto Touch solution entered into on January 17, 2024.
Liquidity 
We currently face severe liquidity challenges. We project that the net proceeds from our recent capital raise in January 2024, together with our other cash resources and projected revenues, are sufficient for us to sustain our operations through the end of 
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February 2024. We entered into a forbearance agreement with the Agent, the Lenders and other parties, which was terminated on February 17, 2024 and as a result the Lenders are not required to forbear from exercising remedies under the Credit Agreement related to previous and current events of default. If we are able to raise the required capital by March 8, 2024, additional financing will still be necessary. Our future capital requirements will depend on many factors, including the revenue growth rate, the success of future product development, and the timing and extent of spending to support further sales and marketing and research and development efforts.
​
The Company cannot offer any assurance that any additional financing will be available on acceptable terms or at all. If the Company is unable to raise additional capital it would likely lead to an event of default under the Credit Agreement and the potential exercise of remedies by the Agent and Lender, which would materially and adversely impact our business, results of operations and financial condition. 
​
Strategy
​
Our business is guided by the principles that our solutions should seamlessly and effortlessly increase revenue for restaurant operators, improve productivity of the restaurant staff and enhance the guest experience. These principles ensure that our focus remains aligned with the priorities of our customers and with our objective of being a leader in the restaurant technology market.
​
The restaurant technology market, while still nascent, continues to rapidly develop and evolve in response to the challenges faced by restaurant operators and the productivity enhancements available to them through the use of technological advances. While growing and robust, the restaurant industry today faces increasing labor and other costs. At the same time, a higher percentage of restaurant guests are ordering food and drinks via the drive-thru.  In an era of high inflation, restaurant operators need to simultaneously lower their costs and generate higher revenues to leverage their cost structures. We believe our solutions help restaurant operators address these concerns with compelling end-to-end solutions that seamlessly integrate with a restaurant’s existing technology stacks.
We are currently focused on enhancing, marketing and deploying our proprietary AI technology platform, Presto Voice, to meet the needs of our customers and their guests. We expect the market for Presto Voice to further develop and evolve as the restaurant technology market continues to grow, thereby increasing the demand for our solution.
Merger with Ventoux CCM Acquisition Corp.
On November 10, 2021 and as subsequently amended on April 1, 2022 and July 25, 2022, Ventoux CCM Acquisition Corp. (“Ventoux” or “VTAQ”), Ventoux Merger Sub I, Ventoux Merger Sub II and Presto entered into the Merger Agreement, pursuant to which (a) Ventoux Merger Sub I merged with and into Presto, with Presto being the Surviving Corporation in the First Merger and continuing (immediately following the First Merger) as a wholly-owned subsidiary of VTAQ and (b) immediately following the First Merger and as part of the same overall transaction as the First Merger, the Surviving Corporation merged with and into Ventoux Merger Sub II, with Ventoux Merger Sub II being the surviving entity in the Second Merger and continuing (immediately following the Second Merger) as a wholly-owned subsidiary of VTAQ. On September 14, 2022, VTAQ held a special meeting of its stockholders and voted to approve the Proposed Business Combination (“the Business Combination” or “the Merger”). Upon the Closing, VTAQ was renamed “Presto Automation Inc.” and the VTAQ common stock and the Public Warrants continue to be listed on Nasdaq and trade under the ticker symbols “PRST” and “PRSTW,” respectively.
The Merger has been accounted for as a reverse recapitalization in accordance with United States Generally Accepted Accounting Principles (“U.S. GAAP”). Under the guidance in ASC 805, Business Combinations, VTAQ, who is the legal acquirer, has been treated as the “acquired” company for financial reporting purposes and Presto has been treated as the accounting acquirer. This determination was primarily based on Presto having a majority of the voting power of the post-combination company, Presto’s senior management comprising substantially all of the senior management of the post-combination company, the relative size of Presto compared to VTAQ, and Presto’s operations comprising the ongoing operations of the post-combination company. Accordingly, for accounting purposes, the Merger has been treated as the equivalent of a capital transaction in which Presto is issuing stock for the net assets of VTAQ. The net assets of VTAQ have been stated at historical cost, with no goodwill or other intangible assets recorded. Operations prior to the Merger are those of Presto, as Presto is considered the predecessor for financial reporting purposes.
Key Factors Affecting Our Performance
​
Continued Expansion in the Number of Locations in which Our Solutions are Used
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We intend to expand the locations in which our solutions are used by rolling out our Presto Voice solution to franchisee customers in the restaurant groups with which we have entered into master services agreements.  We view the expansion of Presto Voice to these franchisee customers as a key driver of our revenue in the near term.
Maintaining Relationships with Existing Customers
For the three and six months ended December 31, 2023, our three largest restaurant customers (including, as applicable, the franchisees of such restaurants aggregated as a single customer for reporting purposes) generated an aggregate of approximately 86% and 88% of our revenue, respectively, while for the three and six months ended December 31, 2022, they generated an aggregate of approximately 96% and 97%, respectively.  Two of these customers have entered into contracts for our Presto Touch that expire or were extended to June 30, 2024 and one customer’s contract term ends February 29, 2024. All three customers do not intend to renew.  Our effort to satisfy our lender by securing renewals of Presto Touch with all our existing customers with a transition to our next generation technology was not achieved as we have received notifications from two major customers of their intent to not renew on the next generation technology. Our lender required the renewals to be secured by December 31, 2023 and if not to provide and implement a strategic wind-down plan that is reasonably acceptable to Metropolitan with respect to Presto Touch. We are considering strategic alternatives with regards to our Presto Touch solution and are evaluating whether to engage in a wind-down which could be either a sale, partial sale or abandonment of the Presto Touch business in the coming months, to allow us to focus our efforts on our Presto Voice business. Refer to Note 15 of Part 1, Item 1 of this quarterly report on Form 10-Q for details on a memorandum of understanding relating to the Presto Touch solution entered into on January 17, 2024.
Attraction of New Customers
We believe there is a substantial opportunity to continue to grow our restaurant solutions across the QSR sectors in the United States. Since the third quarter of 2022, we have signed several pilot agreements with new customers for Presto Voice. We hope to convert each of our pilot customers into broader customer relationships in the fiscal years 2024 and 2025.  We believe that this will serve as a driver of revenue in the future.
Continued Innovation of Our AI Technology  
Given the machine learning associated with all AI technology, including our solution, we use an approach which is commonly employed in the AI industry referred to as human-in-the loop (HITL) to ensure the desired level of accuracy in order taking is achieved.  If we are unable to reduce the degree or cost of HITL and/or achieve greater efficiencies with our human agents, our results of operations and business may be adversely affected.
As we continue to grow our Presto Voice business, we are focusing on increasing the rate at which our solution successfully receives orders without the need for any HITL. As we continue to improve our AI accuracy and further deploy Presto Voice across store locations, we believe that the percentage of orders that do not require any human agent intervention will reach 30% or better.
​
At select locations where we our piloting the most advanced version of its AI technology, approximately 30% of orders taken at those locations do not require human agents to enter the orders. With this version of the AI engine, although the AI is able to complete the order without a human agent intervention, human supervision ensures that the AI is accurately entering the order and is immediately ready to review, validate and correct orders if necessary. We are rolling out this enhanced AI capability to all restaurants enabled by our AI technology and target enabling more than 80% of these stores by March 31, 2024. Pending the completion of that roll out, locations that use our AI technology currently use human agent intervention, including entering the order, in all instances.
​
As of January 17, 2024, our Voice AI technology has been installed in 122 restaurant locations (e.g., locations other than the 347 Checkers locations which are powered by Hi Auto’s solution). Of these 122 stores, 44 stores are using the most advanced version of our Voice AI technology and on average approximately 30% of orders taken at those locations do not require human intervention to complete the order. In these locations, human supervision still ensures that the Voice AI is accurately entering the order and is immediately ready to review, validate and correct orders if necessary. The percentage of orders that on average do not require human intervention may fluctuate over time as we continue the roll out of our technology. As of January 16, 2024, we had contracts for the installation of our Voice AI technology at an additional 184 restaurant locations.
​
Further increasing automation of orders through our improving AI engine and continuing to optimize human intervention will allow us to maintain desired levels of order accuracy while achieving profitability at the restaurant location level (referred to as “site margin”)
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​
Seasonality
We experience seasonality in our Transaction revenue, which is largely driven by the level of gross payment volume processed through Presto Touch. For example, restaurant operators typically obtain greater sales during the warmer months, though this effect varies regionally. As a result, our Transaction revenue per location has historically been stronger in the first and fourth quarters of our fiscal year. We believe that Transaction revenue from both existing and potential future solutions will continue to represent a material proportion of our overall revenue mix at least in the near term and seasonality will continue to impact our results of operations.
Continued Implementation of On-Going Cost Improvement Program
We became a public company through a deSPAC process on September 21, 2022 upon the consummation of the Business Combination and, as a result, are incurring costs related to, among other things, directors’ and officers’ liability insurance and audit, legal and other functions.  
We have taken several steps during 2023 to operate our business more efficiently, improve profitability, streamline operations and reduce costs, including a reduction in force of our global full-time employees by 17% on November 15, 2023. The current execution of this cost reduction plan resulted in approximately $0.5 million in cost reduction charges for the three and six months ended December 31, 2023.  In addition, we have implemented initiatives including realigning personnel and other resources consistent with our current business needs and strategic plans. We intend to continue to evaluate opportunities to enhance our efficiencies, including further cost reductions as necessary.
On January 17, 2024, we entered into a non-binding memorandum of understanding (“MoU”) with respect to the formation of a new company (the “Joint Venture”) for the creation of and joint investment in our Presto Touch. Following the closing of the Joint Venture, we will cease our own operations of the Presto Touch and will not be responsible for subsequent costs. We expect to enter into a transition services agreement with the Joint Venture for a limited period with respect to certain services.  The MoU specifies that we will own 40% of the Joint Venture.
 
Components of Results of Operations
Revenue
During the three and six months ended December 31, 2023 and 2022, we derived our revenues from two revenue streams: (1) sales and leases of the Presto Touch and Presto Voice solutions (“Platform revenue”), which includes hardware, hardware accessories, software and customer support and maintenance, and (2) premium gaming content and other revenue, which includes professional services (“Transaction revenue”). 
​
Over the last several months, we have been evaluating strategic alternatives for our Presto Touch solution and on January 17, 2024, we entered into a non-binding memorandum of understanding to form a new company for the purpose of the creation of a joint venture in the tablet touchscreen and tabletop ordering and restaurant services platform business currently owned by us. Following the closing of the transaction, we will cease operations of the Presto Touch business and we will not be responsible for ongoing costs with respect to the Presto Touch business. It is expected that we will enter into a transition services agreement with the Joint Venture for a limited period with respect to certain services. This will adversely impact our total revenue in the short-term, but we believe it will position us for revenue growth in the long-term. Refer to Note 15 of Part 1, Item 1 of this quarterly report on Form 10-Q for details on this memorandum of understanding relating to the Presto Touch solution.
​
Platform Revenue
Platform revenue is generated from fees charged to customers for access to our Presto Touch and Presto Voice solutions and is recognized ratably over the life of the contract, with a portion of the total contract value due upon execution of the contract and the remainder due monthly over the term of the contract. Our master service agreements with customers typically range from 12 to 36 months in duration. Amounts invoiced in excess of revenue recognized are recorded as deferred revenue.  During the three and six months ended December 31, 2023, our Voice solutions for drive-thru restaurants contributed $0.6 million and $1.0 million respectively, which accounts for 12% and 10% of the total revenue generated during the respective periods. Revenue generated from Presto Voice 
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was not material for the three and six months ended December 31, 2022.We are dedicated to expanding our presence in the drive-thru restaurant market, and we are committed to driving continued growth in our Presto Voice revenue stream.
Pursuant to an agreement with Hi Auto Ltd, (“Hi Auto”), we remit a revenue share associated with our Presto Voice at Checkers locations. As we have determined that we serve as an agent in the relationship because we do not control the related Voice hardware, software and other services and are not primarily responsible for fulfilling the obligations to the customer, we recognize this revenue net of the revenue share amount paid to Hi Auto. The revenue share amount ranged from 64% to 66% of the gross billings to the restaurant operators for the three and six months ended December 31, 2023 and between 64% and 68% for the three and six months ended December 31, 2022.  Our revenue for the three and six months ended December 31, 2023 and 2022, from Checkers also reflects, as a reduction to transaction price, the fair value of the warrant issued to Checkers. (See Note 3 of the condensed consolidated financial statements included within this Quarterly Report on Form 10-Q for further details).  We also pay Hi Auto a fee that is accounted for as cost of revenue which was $0.3 million and $0.6 million for the three and six months ended December 31, 2023, respectively, and $0.4 million and $0.5 million for the three and six months ended December 31, 2022, respectively.
We also maintain an agreement with a legacy customer whereby we lease Presto Touch to that customer.  Revenue associated with the lease is recognized on a straight-line basis as Platform revenue over the lease term in the condensed consolidated statements of operations and comprehensive income (loss).
​
Transaction Revenue
Transaction revenue is primarily generated from the delivery to, and use of premium gaming content by, restaurant guests. We act as the principal in this transaction as we are responsible for fulfillment, retain control of the gaming license and its accessibility and have influence in establishing the price charged to the guest. The restaurant operator acts as a sales agent between us and the guest to upsell premium gaming content purchases during the dining experience. Transaction revenue is recognized on a gross basis. A portion of Transaction revenue collections is owed to the restaurant operator and is recorded in Transaction cost of revenue.
To a lesser extent, we also generate revenue from professional services, which primarily consists of fees from developing premium content to be used on the devices and installation. We recognize revenue from professional service engagements that occur over a period of time on a proportional performance basis as labor hours are incurred.
As discussed above, regarding anticipated transition away from our Presto Touch business, we expect that this action will adversely impact our transaction revenue as it is related to our Presto Touch solution.
Cost of Revenue
Platform cost of revenue consists of four categories: product costs, shipping/freight costs, installation costs and other costs. Product costs consist primarily of the cost to purchase the hardware and hardware accessories for our Presto Touch and Presto Voice solutions. Shipping/freight costs consist of all costs to transport equipment to restaurants. Installation costs consist primarily of the labor cost to install the hardware in each restaurant. Other costs include the amortization of capitalized software and product support costs, as well as certain costs paid to vendors supporting the development of software and hardware offerings used in Presto Touch and Presto Voice. Other costs also include the costs of human agents (located offsite of the restaurant) to enter, review, validate and correct orders received by Presto Voice.
​
Transaction cost of revenue consists primarily of the portion of the fees collected from guests that are paid to the restaurant as part of the revenue share agreement with each restaurant. As we bear primary responsibility for the solution, we are the principal in the premium content transaction and restaurants act as the agent, whereby we collect all of the fees paid as revenue and remit the revenue share to the restaurants as cost of revenue. The portion of the fees collected from guests that are withheld by and payable to the restaurant as part of the revenue share agreement with each restaurant is recorded to Transaction cost of revenue. The commissions paid to restaurants under our gaming revenue share agreements range on average between 86% to 98% and 86% to 96% of premium gaming content revenue by customer brand for the three and six months ended December 31, 2023, respectively, and 83% to 90% and 83% to 92% for the three and six months ended December 31, 2022, respectively.
Depreciation, amortization and impairment cost of revenue consists primarily of the costs of leased assets that are included in property and equipment, net in the balance sheet that are amortized to cost of revenue as well as capitalized software amortization. In 
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addition, impairment charges are included for obsolete developed technology acquired in the CyborgOps acquisition and inventory related to Presto Touch.
Our cost of revenue includes costs to refurbish and repair our Presto Touch tablets. These costs are expensed in the period in which they are incurred, and as the costs are generally linear, they are generally expected to match the timing of revenue recognized over time. In connection with these costs, we also accrue a liability at each reporting period for expected repair costs for customer tablets currently in our repair and return merchandise authorization (“RMA”) process as of the reporting period, which are charged to Platform cost of revenue.
Operating Expenses
Operating expenses consist of sales and marketing, research and development, and general and administrative expenses. The largest single component of operating expenses is employee-related expenses, which include salaries, commissions and bonuses, stock-based compensation, and employee benefit and other related payroll costs.
We have and will continue to implement measures to streamline operations, improve efficiencies, increase profitability and reduce costs on a go forward basis, including a realignment of personnel and other resources consistent with our strategic plans.  We may nonetheless face increased legal expenses as we address litigation and government investigations.
Research and development. Research and development expenses consist primarily of employee-related costs associated with maintenance and the development of our solutions, and expenses associated with the use of third-party software directly related to the preliminary development and maintenance of our solutions and services, as well as allocated overhead. In addition, research and development expenses includes the impairment of intangible assets that were never placed into service. These costs are expensed as incurred unless they meet the requirements for capitalization. 
​
Sales and Marketing. Sales and marketing expenses consist primarily of employee-related costs incurred to acquire new customers and increase product adoption across our existing customer base. Marketing expenses also include fees incurred to generate demand through various advertising channels and allocated overhead costs.
General and administrative. General and administrative expenses consist primarily of expenses related to facilities, finance, human resources and administrative personnel and systems. General and administrative expenses also include costs related to fees paid for certain professional services, including legal, tax and accounting services and bad debt expenses.
Change in Fair Value of Warrants and Convertible Promissory Notes
We account for our warrants in accordance with ASC 815-40 as either liabilities or as equity instruments depending on the specific terms of the warrant agreement. Warrants are classified as liabilities when there is variability in the number of shares, and when the variability is not related to an input in the Black-Scholes-Merton valuation model. Liability-classified warrants are remeasured at each reporting date until settlement, with changes in the fair value recognized in the change in fair value of warrants and convertible promissory notes in the condensed consolidated statement of operations and comprehensive income (loss). Warrants that meet the fixed-for-fixed criteria or contain variability related to an input in the Black-Scholes-Merton valuation model are classified as equity instruments. Warrants classified as equity instruments are initially recognized at fair value and are not subsequently remeasured.
Interest Expense
Interest expense primarily consists of interest incurred on our financing obligations and outstanding loans.
Loss on Extinguishment of Debt and Financial Obligations
Loss on extinguishment of debt and financial obligations consists of losses incurred related to the extinguishment of our term loans outstanding prior to the Merger during the six months ended December 31, 2022 and the extinguishment of our financial obligation with third parties during the three and six months ended December 31, 2022.
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Other financing and financial instrument costs, net
Other financing and financial instrument costs, net primarily consists of expense related to the issuance of shares of common stock and the transfer of warrants upon termination of a convertible note agreement in the six months ended December 31, 2022, and associated legal fees, offset by the remeasurement of the liability related to the Unvested Sponsor Shares.
We account for the arrangement related to the Unvested Sponsor Shares in accordance with ASC 815-40 as equity-linked instruments which are not indexed to the entity’s own stock and accordingly such instruments are liability classified.
Other Income, Net
Other income, net includes income of $2.0 million due to the forgiveness of our Paycheck Protection Program (“PPP”) loans in the six months ended December 31, 2022. During the year ended June 30, 2023, we made an investment in a non-affiliated entity in the amount of $2.0 million. We have determined that the investment does not have a readily determinable fair value and therefore account for the investment at cost, as adjusted for any impairments and observable price changes. There were no adjustments recorded for impairments and observable price changes during the three and six months ended December 31, 2023.
Provision (Benefit) for Income Taxes
We account for income taxes using the asset and liability method whereby deferred tax asset and liability account balances are determined based on temporary differences between the financial statement and tax basis of assets and liabilities using enacted tax rates in effect for the year in which the differences are expected to affect taxable income. A valuation allowance is established when management estimates that it is “more-likely-than-not” that deferred tax assets will not be realized. Realization of deferred tax assets is dependent upon future pretax earnings, the reversal of temporary differences between book and tax income, and the expected tax rates in future periods.
We are required to evaluate whether tax positions are “more-likely-than-not” of being sustained by the applicable tax authority. Tax benefits of positions not deemed to meet the “more-likely-than-not” threshold would be recorded as a tax expense in the current year. The amount recognized is subject to estimate and management judgment with respect to the likely outcome of each uncertain tax
position. The amount that is ultimately sustained for an individual uncertain tax position or for all uncertain tax positions in the aggregate could differ from the amount that is initially recognized.
We record interest and penalties related to income tax matters in income tax expense.
In accordance with the 2017 Tax Act, research and experimental (R&E) expenses under Internal Revenue Code Section 174 are required to be capitalized beginning in 2022. R&E expenses are required to be amortized over a period of 5 years for domestic expenses and 15 years for foreign expenses.
43
Table of Contents
Results of Operations
Comparison three and six months ended December 31, 2023 and 2022
The following table summarizes our results of operations:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Six months ended December 31, 
	    

	(in thousands)
	​
	2023
	    
	2022
	​
	2023
	    
	2022
	​

	Revenue
	​
	  
	​
	​
	  
	​
	​
	  
	​
	​
	  
	​
	​

	Platform
	​
	$
	2,175
	​
	$
	4,131
	​
	$
	4,241
	​
	$
	8,529
	​

	Transaction
	​
	 
	2,718
	​
	 
	3,221
	​
	 
	5,537
	​
	 
	6,180
	​

	Total revenue
	​
	 
	4,893
	​
	 
	7,352
	​
	 
	9,778
	​
	 
	14,709
	​

	Cost of revenue
	​
	 
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​
	​

	Platform
	​
	 
	1,327
	​
	 
	4,219
	​
	 
	2,523
	​
	 
	8,208
	​

	Transaction
	​
	 
	2,439
	​
	 
	2,833
	​
	 
	4,960
	​
	 
	5,477
	​

	Depreciation, amortization and impairments
	​
	 
	2,079
	​
	 
	291
	​
	 
	3,044
	​
	 
	582
	​

	Total cost of revenue
	​
	 
	5,845
	​
	 
	7,343
	​
	 
	10,527
	​
	 
	14,267
	​

	Gross profit (loss)
	​
	 
	(952)
	​
	 
	9
	​
	 
	(749)
	​
	 
	442
	​

	Operating expenses:
	​
	 
	  
	​
	 
	​
	​
	​
	​
	​
	​
	​
	​

	Research and development
	​
	 
	7,298
	​
	 
	5,112
	​
	 
	11,782
	​
	 
	11,381
	​

	Sales and marketing
	​
	 
	1,921
	​
	 
	2,227
	​
	 
	3,835
	​
	 
	4,626
	​

	General and administrative
	​
	 
	9,729
	​
	 
	6,276
	​
	 
	16,799
	​
	 
	12,200
	​

	Total operating expenses
	​
	 
	18,948
	​
	 
	13,615
	​
	 
	32,416
	​
	 
	28,207
	​

	Loss from operations
	​
	 
	(19,900)
	​
	 
	(13,606)
	​
	 
	(33,165)
	​
	 
	(27,765)
	​

	Change in fair value of warrants and convertible promissory notes
	​
	 
	5,286
	​
	 
	(378)
	​
	 
	26,311
	​
	 
	59,444
	​

	Interest expense
	​
	 
	(3,557)
	​
	 
	(3,030)
	​
	 
	(7,315)
	​
	 
	(6,406)
	​

	Loss on extinguishment of debt and financial obligations
	​
	 
	—
	​
	 
	(337)
	​
	 
	—
	​
	 
	(8,095)
	​

	Other financing and financial instrument (costs), net
	​
	 
	107
	​
	 
	—
	​
	 
	1,391
	​
	 
	(1,768)
	​

	Other income, net
	​
	 
	10
	​
	 
	327
	​
	 
	92
	​
	 
	2,355
	​

	Total other income (expense), net
	​
	 
	1,846
	​
	 
	(3,418)
	​
	 
	20,479
	​
	 
	45,530
	​

	Net income (loss) before provision for income taxes
	​
	 
	(18,054)
	​
	 
	(17,024)
	​
	 
	(12,686)
	​
	 
	17,765
	​

	Provision (benefit) for income taxes
	​
	 
	—
	​
	 
	5
	​
	 
	(4)
	​
	 
	5
	​

	Net income (loss) and comprehensive income (loss)
	​
	$
	(18,054)
	​
	$
	(17,029)
	​
	$
	(12,682)
	​
	$
	17,760
	​


​
Revenue
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	​
	Change
	 
	    
	Six months ended December 31, 
	    
	Change
	 
	    

	(in thousands)
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​

	Platform
	​
	$
	2,175
	​
	$
	4,131
	​
	$
	(1,956)
	​
	(47)
	%
	​
	$
	4,241
	​
	$
	8,529
	​
	$
	(4,288)
	​
	(50)
	%
	​

	Transaction
	 
	​
	2,718
	 
	​
	3,221
	 
	​
	(503)
	 
	(16)
	%
	 
	​
	5,537
	 
	​
	6,180
	 
	​
	(643)
	 
	(10)
	%
	 

	Total revenue
	​
	$
	4,893
	​
	$
	7,352
	​
	$
	(2,459)
	​
	(33)
	%
	​
	$
	9,778
	​
	$
	14,709
	​
	$
	(4,931)
	 
	(34)
	%
	​


​
Total revenue decreased 33% to $4.9 million for the three months ended December 31, 2023, as compared to $7.4 million for the three months ended December 31, 2022.
Platform revenue decreased 47% to $2.2 million for the three months ended December 31, 2023, as compared to $4.1 million for the three months ended December 31, 2022. The decrease is primarily attributable to the amortization and roll-off of deferred revenue related to legacy Touch contracts. This was offset by an increase of $0.6 million in the Presto Voice solution revenue, attributable to the continued rollout to new locations.
Transaction revenue decreased 16% to $2.7 million for the three months ended December 31, 2023, as compared to $3.2 million for the three months ended December 31, 2022. This is primarily attributable to lower volume of games being played by restaurant guests, partially offset by increases in pricing for our gaming fees.
Total revenue decreased 34% to $9.8 million for the six months ended December 31, 2023, as compared to $14.7 million for the six months ended December 31, 2022.
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Platform revenue decreased 50% to $4.2 million for the six months ended December 31, 2023, as compared to $8.5 million for the six months ended December 31, 2022. The decrease is primarily attributable to the amortization and roll-off of deferred revenue related to legacy Touch contracts. This was offset by an increase of $1.0 million in the Presto Voice solution revenue, attributable to the continued rollout to new locations.
Transaction revenue decreased 10% to $5.5 million for the six months ended December 31, 2023, as compared to $6.2 million for the six months ended December 31, 2022. This is primarily attributable to lower volume of games being played by restaurant guests, partially offset by increases in pricing for our gaming fees.
Cost of Revenue
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Change
	 
	    
	Six months ended December 31, 
	    
	Change
	 
	    

	(in thousands)
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​

	Platform
	​
	$
	1,327
	​
	$
	4,219
	​
	$
	(2,892)
	​
	(69)
	%
	​
	$
	2,523
	​
	$
	8,208
	​
	$
	(5,685)
	​
	(69)
	%
	​

	Transaction
	 
	​
	2,439
	 
	​
	2,833
	 
	​
	(394)
	 
	(14)
	%
	 
	​
	4,960
	 
	​
	5,477
	 
	​
	(517)
	 
	(9)
	%
	 

	Depreciation, amortization and impairments
	 
	​
	2,079
	 
	​
	291
	 
	​
	1,788
	 
	614
	%
	 
	​
	3,044
	 
	​
	582
	 
	​
	2,462
	 
	423
	%
	 

	Total costs of revenue
	​
	$
	5,845
	​
	$
	7,343
	​
	$
	(1,498)
	 
	(20)
	%
	​
	$
	10,527
	​
	$
	14,267
	​
	$
	(3,740)
	 
	(26)
	%
	​


​
Cost of revenue decreased 20% to $5.8 million for the three months ended December 31, 2023, as compared to $7.3 million for the three months ended December 31, 2022.
Our Platform cost of revenue decreased 69% to $1.3 million for the three months ended December 31, 2023, as compared to $4.2 million for the three months ended December 31, 2022. The decrease was in line with the decrease in Platform revenue which impacted product deferred costs, installation and shipping costs during the three months ended December 31, 2023, relative to the three months ended December 31, 2022.
Our Transaction cost of revenue decreased 14% to $2.4 million for the three months ended December 31, 2023, as compared to $2.8 million for the three months ended December 31, 2022. The decrease was in line with the decrease in Transaction revenue.
Cost of revenue decreased 26% to $10.5 million for the six months ended December 31, 2023, as compared to $14.3 million for the six months ended December 31, 2022.
Our Platform cost of revenue decreased 69% to $2.5 million for the six months ended December 31, 2023, as compared to $8.2 million for the six months ended December 31, 2022. The decrease was in line with the decrease in Platform revenue which impacted product deferred costs, installation and shipping costs during the six months ended December 31, 2023, relative to the six months ended December 31, 2022.
Our Transaction cost of revenue decreased 9% to $5.0 million for the six months ended December 31, 2023, as compared to $5.5 million for the six months ended December 31, 2022. The decrease was in line with the decrease in Transaction revenue.
Cost of Revenue — Depreciation, amortization, and impairment
Our depreciation, amortization, and impairment in cost of revenue increased 614% to $2.1 million for the three months ended December 31, 2023 as compared to $0.3 million for the three months ended December 31, 2022 due to an increase in amortization of intangibles of $0.5 million for capitalized software that was both developed and became ready for its intended use either at the end of fiscal year 2023 or during fiscal year 2024, $0.9 million in impairment of our acquired technology related to CyborgOps and $0.4 million impairment of inventory related to our Presto Touch solution. 
Our depreciation, amortization, and impairment cost in cost of revenue increased 423% to $3.0 million for the six months ended December 31, 2023 as compared to $0.6 million for the six months ended December 31, 2022 due to an increase in amortization of intangibles of $1.2 million for capitalized software that was both developed and became ready for its intended use either at the end of fiscal year 2023 or during fiscal year 2024, $0.9 million in impairment of our acquired technology related to CyborgOps and $0.4 million impairment of inventory related to our Presto Touch solution.
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Operating Expenses
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Change
	 
	    
	Six months ended December 31, 
	    
	Change
	 
	    

	(in thousands)
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​

	Research and development
	​
	$
	7,298
	​
	$
	5,112
	​
	$
	2,186
	​
	43
	%
	​
	$
	11,782
	​
	$
	11,381
	​
	$
	401
	​
	4
	%
	​

	Sales and marketing
	 
	​
	1,921
	 
	​
	2,227
	 
	​
	(306)
	 
	(14)
	%
	 
	​
	3,835
	 
	​
	4,626
	 
	​
	(791)
	 
	(17)
	%
	 

	General and administrative
	 
	​
	9,729
	 
	​
	6,276
	 
	​
	3,453
	 
	55
	%
	 
	​
	16,799
	 
	​
	12,200
	 
	​
	4,599
	 
	38
	%
	 

	Total operating expenses
	​
	$
	18,948
	​
	$
	13,615
	​
	$
	5,333
	 
	39
	%
	​
	$
	32,416
	​
	$
	28,207
	​
	$
	4,209
	 
	15
	%
	​


​
Operating expenses increased by 39% to $18.9 million for the three months ended December 31, 2023, as compared to $13.6 million for the three months ended December 31, 2022.
Operating expenses increased by 15% to $32.4 million for the six months ended December 31, 2023, as compared to $28.2 million for the six months ended December 31, 2022.
Research and Development
Research and development expenses increased 43% to $7.3 million for the three months ended December 31, 2023, as compared to $5.1 million for the three months ended December 31, 2022. The increase resulted primarily from the impairment of capitalized software of $2.8 million related to our discontinued vision offering, as well as impairment of capitalized software of $0.4 million related to the next generation of our Presto Touch solution. Both of these abandoned technologies had not previously been placed into service. Other increases include an increase of $0.6 million in stock-based compensation expense, offset by a decrease of salaries and employee benefits expense of $0.5 million due to a decrease in overall headcount and a decrease in bonuses paid to employees from the acquisition of CyborgOps, Inc in the three months ended December 31, 2022, a decrease in professional fees of $0.6 million, and a decrease in other expenses of $0.5 million.
​
Research and development expenses increased 4% to $11.8 million for the six months ended December 31, 2023, as compared to $11.4 million for the six months ended December 31, 2022. The increase resulted primarily from the impairment of capitalized software of $2.8 million related to our discontinued vision offering as well as impairment of capitalized software of $0.4 million related to the next generation of our Presto Touch solution. Both of these abandoned technologies had not previously been placed into service. Other increases to research and development expense include an increase of $1.8 million in stock-based compensation expense, offset by a decrease of salaries and employee benefits expense of $2.8 million due to a decrease in overall headcount and a decrease in bonuses paid to employees from the acquisition of CyborgOps, Inc for the six months ended December 31, 2022, decrease in professional fees of $0.9 million, and decrease in other expenses of $0.9 million.
​
Sales and Marketing
Sales and marketing expenses decreased 14% to $1.9 million for the three months ended December 31, 2023, as compared to $2.2 million for the three months ended December 31, 2022. The decrease resulted primarily from a decrease in salaries and employee benefits expense of $0.3 million, as a result of a decrease in headcount and a decrease of $0.1 million in other costs, offset by an increase of $0.1 million in stock-based compensation expense.
Sales and marketing expenses decreased 17% to $3.8 million for the six months ended December 31, 2023, as compared to $4.6 million for the six months ended December 31, 2022. The decrease resulted primarily from a decrease in salaries and employee benefits expense of $0.5 million, as a result of a decrease in headcount, a decrease in professional fees as a result of a public relations fee paid upon the completion of the Merger of $0.4 million in the six months ended December 31, 2022, and a decrease of $0.2 million in other costs offset by an increase of $0.3 million in stock-based compensation expense.
​
General and Administrative
General and administrative expenses increased 55% to $9.7 million for the three months ended December 31, 2023, as compared to $6.3 million for the three months ended December 31, 2022. The increase resulted primarily from an increase of $3.3 million in professional fees for legal, audit, public company compliance and other expenses, an increase of $0.2 million in other expenses.
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General and administrative expenses increased 38% to $16.8 million for the six months ended December 31, 2023, as compared to $12.2 million for the six months ended December 31, 2022. The increase resulted primarily from an increase of $5.0 million in professional fees for legal, audit, public company compliance and other expenses, an increase of $0.2 million due to D&O insurance, offset by a decrease of $0.4 million in stock-based compensation and $0.2 million in salaries and benefits.
Change in Fair Value of Warrants and Convertible Promissory Notes
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Change
	 
	    
	Six months ended December 31, 
	    
	Change
	 
	    

	(dollars in thousands)
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​

	Change in fair value of warrants and convertible promissory notes
	​
	$
	5,286
	​
	$
	(378)
	​
	$
	5,664
	​
	1,498
	%
	​
	$
	26,311
	​
	$
	59,444
	​
	$
	(33,133)
	​
	56
	%
	​


​
During the three months ended December 31, 2023, the change in fair value of warrants and convertible promissory notes was a gain of $5.3 million, as compared to a loss of $0.4 million during the three months ended December 31, 2022, due to the warrants being remeasured and the gain being driven primarily by a decrease in our stock price during the three months ended December 31, 2023.
During the six months ended December 31, 2023, the change in fair value of warrants and convertible promissory notes was a gain of $26.3 million, as compared to a gain of $59.4 million during the six months ended December 31, 2022. The primary reason for the gain in the six months ended December 31, 2023 was due to the warrants being remeasured resulting in a gain, with such gain being driven primarily by a decrease in our stock price.
The remeasurement gain recorded during the six months ended December 31, 2022, was primarily driven by two factors. First, immediately prior to the closing of the Merger, the convertible notes and warrants were remeasured to their then fair value of $41.4 million, resulting in a gain on remeasurement of $48.3 million. Second, with the closing of the Merger, we assumed $9.4 million of warrant liabilities associated with the legacy private warrants of VTAQ and issued additional warrants with a fair value of $0.8 million. At December 31, 2022, the warrants were remeasured to fair value based on the December 31, 2022 price of our common stock, resulting in $11.2 million gain on remeasurement. The primary factor affecting the change in fair value of the warrants was the assumption of the private warrants, the issuance of additional warrant shares, and the decrease in our stock price during the six months ended December 31, 2022.
Interest Expense
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Change
	​
	    
	Six months ended December 31, 
	    
	Change
	​
	    

	(dollars in thousands)
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​

	Interest expense
	​
	$
	3,557
	​
	$
	3,030
	​
	$
	527
	​
	17
	%
	​
	$
	7,315
	​
	$
	6,406
	​
	$
	909
	​
	14
	%
	​


​
Interest expense increased 17% to $3.6 million for the three months ended December 31, 2023, as compared to $3.0 million for the three months ended December 31, 2022. The increase was due to us having higher interest-bearing term loan debt outstanding during the three months ended December 31, 2023 as compared to the three months ended December 31, 2022.
Interest expense increased 14% to $7.3 million for the six months ended December 31, 2023, as compared to $6.4 million for the six months ended December 31, 2022. The increase was due to us having higher interest-bearing term loan debt outstanding during the six months ended December 31, 2023 as compared to the six months ended December 31, 2022.
Loss on Extinguishment of Debt and Financial Obligations
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Change
	​
	    
	Six months ended December 31, 
	    
	Change
	​
	    

	(dollars in thousands)
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​

	Loss on extinguishment of debt and financial obligations
	​
	$
	—
	​
	$
	337
	​
	$
	(337)
	​
	(100)
	​
	​
	$
	—
	​
	$
	8,095
	​
	$
	(8,095)
	​
	(100)
	​
	​


​
Loss on extinguishment of debt and financial obligations was zero during the three and six months ended December 31, 2023 as compared with a loss of $0.3 million and $8.1 million recorded in the three and six months ended December 31, 2022, respectively. The loss during six months ended December 31, 2022 is principally due to our loss on the extinguishment of its term loans outstanding 
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prior to the Merger in the amount of $7.8 million. Further during the three and six months ended December 31, 2022, we recorded a loss of $0.3 million related to the extinguishment of certain financing obligations. 
Other Financing and Financial Instrument (Costs) Income, Net
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Change
	​
	    
	Six months ended December 31, 
	    
	Change
	​
	    

	(dollars in thousands)
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​

	Other financing and financial instrument income (costs), net
	​
	$
	107
	​
	$
	—
	​
	$
	107
	​
	N/A
	​
	​
	$
	1,391
	​
	$
	(1,768)
	​
	$
	3,159
	​
	(179)
	​
	​


​
Other financing and financial instrument income (costs), net was immaterial for the three months ended December 31, 2023 and 2022
Other financing and financial instrument income (costs), net was $1.4 million and cost of $1.8 million for the six months ended December 31, 2023 and 2022, respectively. 
The income incurred during the six months ended December 31, 2023, was due solely to $1.4 million of income from the remeasurement of the unvested sponsor shares liability. The costs incurred during the six months ended December 31, 2022 were due to $2.4 million of expense related to the issuance of shares and transfer of warrants upon termination of a convertible note agreement and $0.5 million of associated legal fees, partially offset by $1.2 million of income from the remeasurement of the unvested founder shares liability.
Other Income, Net
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Change
	​
	    
	Six months ended December 31, 
	    
	Change
	​
	    

	(dollars in thousands)
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​
	2023
	    
	2022
	​
	Amount
	    
	%
	​
	​

	Other income, net
	​
	$
	10
	​
	$
	327
	​
	$
	(317)
	​
	(97)
	%
	​
	$
	92
	​
	$
	2,355
	​
	$
	(2,263)
	​
	(96)
	%
	​


​
Other income, net decreased to $0.0 million for the three months ended December 31, 2023, as compared to other income, net of $0.3 million for the three months ended December 31, 2022. The decrease was primarily due to interest earned on proceeds received from the Merger which were held in money market accounts during the three months ended December 31, 2022. We did not have significant interest from money markets accounts during the three months ended December 31, 2023.
Other income, net decreased to $0.1 million for the six months ended December 31, 2023, as compared to other income, net of $2.4 million for the six months ended December 31, 2022. The decrease was primarily due to the forgiveness of our PPP loan during the six months ended December 31, 2022 as well as the interest earned on proceeds received from the Merger which were held in money market accounts during the three months ended December 31, 2022.
Provision for Income Taxes
Provision for income taxes was not material in the three and six months ended December 31, 2023 and 2022.
Liquidity and Capital Resources
As of December 31, 2023 and June 30, 2023, our principal sources of liquidity were cash and cash equivalents of $3.4 million and $15.1 million, respectively, which were held for working capital purposes. This excludes $10.0 million of restricted cash as of December 31, 2023 and June 30, 2023.
On January 11, 2024, our Lenders delivered an activation notice to our bank and wired the $10.0 million of restricted cash to an account designated by the Lender. The funds were applied to reduce the outstanding loan balance which as of December 31, 2023 totaled $61.7 million in principal amount plus accrued interest.
​
We currently face severe liquidity challenges. 
​
On January 29, 2024, we raised gross proceeds of $6.0 million through the issuance of subordinated notes. Refer to Note 15. Subsequent Events of Item 1 of this Quarterly Report on Form 10-Q for further details. We project that the net proceeds from our 
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recent capital raise in January 2024, together with our other cash resources and projected revenues, are sufficient for us to sustain our operations through the end of February 2024. 
​
Substantial doubt exists about our ability to continue as a going concern within one year after the date that the financial statements are available to be issued. We are seeking to mitigate the conditions or events that raise this substantial doubt, however, as some components of these plans are outside of management’s control, we cannot offer any assurances they will be effectively implemented. We cannot offer any assurance that any additional financing will be available on acceptable terms or at all. If we are unable to raise additional capital it would likely lead to an event of default under the Credit Agreement and the potential exercise of remedies by the Agent and Lender, which would materially and adversely impact our business, results of operations and financial condition. Our condensed consolidated financial statements have been prepared on a going concern basis, which contemplates the realization of assets and satisfaction of liabilities in the normal course of business. 
Our financial statements have been prepared on a going concern basis, which contemplates the realization of assets and satisfaction of liabilities in the normal course of business. However, substantial doubt exists about our ability to continue as a going concern within one year after the date that the financial statements are available to be issued. Our plans for additional financing are intended to mitigate the conditions or events that raise this substantial doubt. However, as some aspects of the plans are outside of our control, we cannot provide any assurance that they will be effectively implemented. We cannot be certain that any additional financing will be available to us on acceptable terms if at all. If we are unable to raise additional capital when desired, our business, operating results, and financial condition could be materially and adversely affected. 
​
Summary of Cash Flows 
The following table summarizes our cash flows for the periods indicated:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Six months ended December 31, 
	    
	Change
	​

	(in thousands)
	​
	2023
	    
	2022
	​
	$
	    
	%
	​

	Net cash (used in) operating activities
	​
	$
	(21,934)
	​
	$
	(26,561)
	​
	$
	4,627
	​
	17
	%

	Net cash (used in) investing activities
	 
	​
	(2,252)
	 
	​
	(4,630)
	 
	​
	2,378
	 
	51
	​

	Net cash provided by financing activities
	 
	​
	12,418
	 
	​
	66,385
	 
	​
	(53,967)
	 
	(81)
	​

	Net increase (decrease) in cash
	​
	$
	(11,768)
	​
	$
	35,194
	​
	$
	(46,962)
	​
	(133)
	%


​
Operating Activities
For the six months ended December 31, 2023, net cash used in operating activities decreased by 17%, to $21.9 million, as compared to $26.6 million for the six months ended December 31, 2022. 
For the six months ended December 31, 2023, net cash used in operating activities was $21.9 million. This consisted of our net loss of $12.7 million and net use of cash from changes in operating assets and liabilities of $1.6 million and non-cash adjustments of $7.7 million. The net use of cash from changes in operating assets and liabilities primarily relates to an increase in inventory of $0.1 million and a decrease in accounts payable of $0.3 million, accrued liabilities of $0.8 million, deferred revenue of $0.3 million and other long-term liabilities of $0.1 million. Such uses of cash were partially offset by a decrease in deferred costs of $0.5 million and a decrease of $0.6 million in prepaid expenses and other current assets. The non-cash adjustments primarily relate to gains associated with changes in the fair value of warrants and convertible promissory notes of $26.3 million and changes in the fair value of unvested sponsor shares liability of $1.4 million, partially offset by stock-based compensation expense of $3.9 million, paid in-kind interest expense of $4.3 million, impairment of capitalized software and acquired technology of $4.1 million, earnout share stock-based compensation expense of $2.7 million, amortization of debt discount and debt issuance costs of $2.4 million, and depreciation and amortization of $1.8 million. 
​
For the six months ended December 31, 2022, net cash used in operating activities was $26.6 million. This consisted of our net income of $17.8 million and a net use of cash from changes in operating assets and liabilities of $3.0 million partially offset by adjustments for non-cash gains, net of $41.3 million. The net use of cash from changes in operating assets and liabilities primarily relate to an increase in accounts receivable of $1.1 million, an increase in prepaids and other current assets of $1.2 million, a decrease in accrued liabilities of $2.1 million and a decrease in deferred revenue of $6.6 million. Such uses of cash were partially offset by a decrease in deferred costs of $6.3 million and a decrease in accounts payable of $1.4 million. The non-cash adjustments primarily relate to gains associated with changes in fair value of warrants and convertible promissory notes of $48.3 million and change in fair value of our liability-classified warrants of $11.2 million,  forgiveness of our outstanding PPP loan of $2.0 million, and change in fair 
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value of unvested founder shares liability of $1.2 million, partially offset by loss on debt extinguishment of debt and financing obligations of $8.1 million, stock-based compensation expense of $3.0 million, paid in-kind interest expense of $2.4 million, share and warrant cost on termination of convertible note agreement of $2.4 million, earnout share stock-based compensation expense of $1.9 million, amortization of debt discount and debt issuance costs of $1.9 million, and depreciation, amortization and impairment of $0.8 million. 
Investing Activities
For the six months ended December 31, 2023, net cash used in investing activities decreased to $2.3 million, as compared to $4.6 million for the six months ended December 31, 2022. 
For the six months ended December 31, 2023, cash used in investing activities primarily consisted of cash outflows for capitalized software of $2.0 million.
For the six months ended December 31, 2022, cash used in investing activities primarily consisted of cash outflows for capitalized software of $2.5 million and a cash outflow for an investment in a non-affiliate of $2.0 million.
​
Financing Activities
For the six months ended December 31, 2023, net cash provided by financing activities decreased to $12.4 million of cash, as compared to $66.4 million cash provided by financing activities for the six months ended December 31, 2022. 
For the six months ended December 31, 2023, cash provided by financing activities was $12.4 million, which consisted primarily of proceeds from equity financing, net of transaction costs, of $9.2 million and net proceeds from the issuance of additional term loans of $3.8 million, proceeds from the exercise of stock options of $0.2 million, partially offset by principal payments of financing obligations of $0.8 million.
For the six months ended December 31, 2022, cash provided by financing activities was $66.4 million, which consisted primarily of proceeds from the issuance of term loans of $60.3 million, contributions from the Merger and PIPE financing, net of transaction costs, of $49.8 million, proceeds from the issuance of common stock of $1.0 million, partially offset by repayment of term loans of $33.0 million, penalties and other costs on extinguishment of debt of $6.1 million, payment of deferred transactions costs of $1.9 million, principal payments of financing obligations of $2.7 million, and payment of debt issuance costs of $1.1 million.
​
Capital Raise
On November 17, 2023, we entered into agreements with a syndicate of investors, to sell 7,000,000 shares of our common stock in a registered offering that resulted in gross proceeds of approximately $7.0 million. The offering also included the issuance of an additional 750,000 shares to a related party, Zaffran Special Opportunities, LLC, bringing the total of shares issued in the offering to 7,750,000 shares. The offering closed on November 21, 2023. 
​
The offering of our securities triggered anti-dilution provisions in the Purchase Agreement with Presto CA, LLC and the Third Amendment Conversion Warrants. We agreed with each of CA and the Lenders that the “New Issuance Price” (as defined in the Purchase Agreement and Third Amendment Conversion Warrants, respectively) would be $1.00. As a result of the capital raise, we were required to issue an additional 1,500,000 shares to CA and increase the amount of common stock issuable upon the exercise of the Third Amendment Conversion Warrants from 3,000,000 shares to 6,000,000 shares. 
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Financing Obligations
As of December 31, 2023 and June 30, 2023, our financing obligations consisted of the following:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of December 31, 
	    
	As of June 30, 

	(in thousands)
	​
	​
	2023
	​
	​
	2023

	Receivable financing facility
	​
	$
	3,624
	​
	$
	4,067

	Equipment financing facility
	 
	​
	—
	 
	​
	609

	Total financing obligations
	 
	​
	3,624
	 
	​
	4,676

	Less: financing obligations, current
	 
	​
	(3,624)
	 
	​
	(1,676)

	Total financing obligations, non-current
	​
	$
	—
	​
	$
	3,000


​
Receivable Financing Facility
[bookmark: _Hlk158134434]On December 15, 2023, we entered into an amendment to the receivable facility, which changed the amount and timing of certain repayments but not the aggregate amount or the maturity date. The amendment is considered a troubled debt restructuring under the guidance of ASC 470 with no gain or loss recorded at the time of the amendment. We did not incur any additional expenses.
The receivable financing arrangement calls for monthly payments of principal and interest totaling an aggregate of $0.9 million and $3.0 million in the remainder of fiscal years 2024 and fiscal year 2025, respectively. 
Equipment Financing Facility
We had equipment financing facilities with third party financing partners to secure payments of certain tablet purchases. Such arrangements generally had terms ranging from three to five years and interest rates ranging from 8% to 14%. We then leased the tablets to one of our customers through operating leases that have 4-year terms. This facility no longer has an outstanding balance as of December 31, 2023.
On November 21, 2022, we executed an amendment with one of our third-party financing partners, under which we repaid one of the arrangements by making a cash disbursement of $0.4 million, which extinguished all obligations and resulted in $0.3 million being recorded as a loss on extinguishment of debt and financial obligations on the condensed consolidated statement of operations and comprehensive income (loss). 
Debt Arrangements
As of December 31, 2023 and June 30, 2022, our outstanding debt, net of debt discounts, under our Credit Agreement (described below) consisted of the following:
​
	​

	​

	​

	​

	​

	​

	​


	​
	    
	As of December 31, 
	    
	As of June 30, 

	(in thousands)
	​
	2023
	​
	2023

	Term loans
	 
	​
	55,632
	 
	​
	50,639

	Total debt
	 
	​
	55,632
	 
	​
	50,639

	Less: debt, current
	 
	​
	(55,632)
	 
	​
	(50,639)

	Total debt, noncurrent
	​
	$
	—
	​
	$
	—


​
Term Loan - Credit Agreement
​
General
​
On September 21, 2022, in connection with the consummation of the Merger, we entered into a Credit Agreement (the “Credit Agreement”), with the subsidiary guarantors party thereto, Metropolitan Partners Group Administration, LLC (“Metropolitan”), as administrative, payment and collateral agent (the “Agent”), the lenders party thereto (“Lenders”) and other parties party thereto, pursuant to which the Lenders extended term loans having an aggregate original principal amount of $55.0 million (the “Initial Term Loans” and which the Lenders have agreed to extend by an additional $3.0 million (the “Third Amendment Term Loans” and together with the Initial Term Loans, the “Term Loans”). In conjunction with the initial Credit Agreement, we issued 1,500,000 warrants to purchase common stock to the Lenders as debt discount. Such warrants were determined to be equity classified and we recorded the value 
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associated with such warrants of $2.1 million within additional paid in capital, with an offsetting debt discount being recorded. Refer to Note 10 for further details on the aforementioned warrants. We also pay a debt monitoring fee under the Credit Agreement of $0.1 million per quarter which is recorded as interest expense in the condensed consolidated statement of operations and comprehensive income (loss).
​
Purchase Agreements
 
On January 29, 2024, we entered into Securities Purchase Agreements with several investors relating to the issuance and sale of an aggregate of:
​
	
	●
	$6.0 million principal amount of subordinated notes (the “January 2024 Notes”) from a number of investors consisting of (i) an investor (the “Lead Investor”) who purchased $3.0 million of the Notes, (ii) Remus Capital Series B II, L.P. (“Remus Capital”), a related party affiliated with Krishna Gupta, which purchased $2.675 million of the Notes, and (iii) various other investors, and


	
	●
	$3.0 million principal amount of subordinated notes issued to the Lead Investor in exchange for forfeiting 3,000,000 shares of our common stock that the Lead Investor had purchased on November 21, 2023 at a price of $1.00 per share in addition to 4,500,000 additional shares of common stock that would be issuable as a result of the triggering of the anti-dilution adjustment.


​
PIK Interest on the January 2024 Notes accrues monthly at a rate of 7.5% per annum. The interest rate shall increase to 12% in the case of an event of default. The January 2024 Notes are convertible into 36,000,000 shares of common stock at the option of each holder at an initial conversion price of $0.25 per share. The January 2024 Notes shall convert mandatorily into common stock at the conversion price immediately prior to (a) a restructuring transaction, and (b) a change of control transaction with a financial investor.
​
Upon the issuance of the January 2024 Notes through September 30, 2024, if we issue any common stock or securities convertible into or exchangeable for common stock at a price that is less than the initial conversion price of $0.25 per share, the conversion price shall be reduced to that lower price. 
​
The January 2024 Notes are subordinated to the payment in full of the principal outstanding under the Credit Agreement.
 
Triggering and Partial Waiver of Anti-dilution Protection Associated with Previously Issued Securities.
 
The issuance of the January 2024 Notes triggered anti-dilution adjustment provisions in the October Purchase Agreement, the Third Amendment Conversion Warrants and the November Purchase Agreements.
 
The investors in the October Purchase Agreement and the November Purchase Agreements (other than one investor holding 1,000,000 shares) and the Lenders agreed that the “New Issuance Price” for the purpose of anti-dilution protection would be $0.40 and not $0.25. For the one investor holding 1,000,000 shares, the “New Issuance Price” was $0.25. As a result, we (i) increased the number of shares issuable upon the exercise of the Third Amendment Conversion Warrants by an additional 9,000,000 shares and (ii) issued 12,000,000 additional shares of our common stock to the investors in the October Purchase Agreement and the November Purchase Agreements, of which 4,500,000 additional shares were issued to a related party. Additional shares issued includes the one investor holding 1,000,000 shares who received 3,000,000 additional shares and excludes the Lead Investor holding 3,000,000 shares that were forfeited and exchanged for $3.0 million principal amount of subordinated notes.
​
 Fifth Amendment to the Credit Agreement
 
On January 30, 2024, we entered into a Fifth Amendment and Acknowledgment to the Credit Agreement (the “Fifth Amendment”).
​
The material terms of the Fifth Amendment are as follows:
​
	
	●
	The parties confirmed that the issuance of the January 2024 Notes satisfied the requirements of the Forbearance Agreement in order for the Lenders to grant continued forbearance with respect to events of default under the Credit Agreement.


	
	●
	The date until which initial forbearance is granted was extended from the original date of February 29, 2024 in the Forbearance Agreement until March 8, 2024.
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	●
	We agreed that on or prior to March 6, 2024, we will hold a shareholder meeting, among other things, to (i) approve the issuance of certain shares, including, without limitation, the Third Amendment Warrants, the Fifth Amendment Warrants and the Convertible Notes, and (ii) amend its certificate of incorporation to increase the authorized shares of common stock to not less than 100,000,000,000 shares. The failure of such meeting of our shareholders to occur on or before March 6, 2024 shall constitute an immediate event of default under the Credit Agreement.


	
	●
	We anticipate that our cash payments in February will result in a reduction in our operating cash that breaches the permitted “Net Adjusted Decrease in Operating Cash” covenant under the Credit Agreement. 


​
Warrants to Purchase Common Stock
​
In connection with the effectiveness of the Fifth Amendment, we issued to the Agent warrants to purchase 5,323,298 shares of common stock with an exercise price of $0.01. (the “Fifth Amendment Warrants”). The Fifth Amendment Warrants were required to be issued pursuant to the Forbearance Agreement to account for the reduction in interest rate under the Credit Agreement from 12% to 8% upon the issuance of the January 2024 Notes. The Fifth Amendment Warrants may be exercised for cash or pursuant to a net exercise at any time on or before the date that is the five year anniversary of the date of issuance; provided, that we shall not effect the exercise of any portion of the Fifth Amendment Warrants to the extent that giving effect to such exercise, the holder thereof, together with its affiliates collectively would beneficially own in excess of 4.99% of the common stock outstanding immediately after giving effect to such exercise. In addition, the Fifth Amendment Warrants are subject to anti-dilution provisions relating to future issuances or deemed issuances of our common stock from the issuance date to April 1, 2024 at a price per share below $0.40.
​
Liquidity Update
 
We project that the net proceeds from the January 2024 Notes, together with our other cash resources and projected revenues, are sufficient for us to sustain our operations through the end of February 2024. We are currently exploring alternatives and are in discussions with potential investors to raise capital. 
​
Termination of Forbearance Agreement
On February 17, 2024, we received notice from the Agent and the Lenders of two events of default under the Credit Agreement: (1) that we did not replace our CEO with a chief restructuring officer or person with significant restructuring, turnaround and insolvency experience reasonably acceptable to the Agent within the time period required following the resignation of the prior CEO; and (2) that we failed to deliver certain financial reports to the Agent on a weekly basis as required by the Credit Agreement. 
As a result, the Agent and the Lenders notified us that the forbearance agreement had terminated with the result that the Agent and Lenders are no longer required to forbear from exercising rights and remedies against us under the Credit Agreement as a result of these defaults or other existing and anticipated defaults that were the subject of the Forbearance Agreement. 
Appointment of Interim Chief Executive Officer
On February 18, 2024, the Board appointed Gee Lefevre as Interim CEO of the Company to fill the previously disclosed vacancy of such position. In his capacity as Interim CEO, Mr. Lefevre will serve as the principal executive officer of the Company.
Forbearance Agreement and Fourth Amendment to the Credit Agreement
​
On January 22, 2024, we entered into a Forbearance Agreement and Fourth Amendment to the Credit Agreement (“the Forbearance Agreement”) with the Agent and the Lenders. The Forbearance Agreement provides that the Lenders will not exercise remedies for a specified period of time pursuant to the events of the December 2023 default for failing to pay the quarterly monitoring fee and failing to deliver a Presto Touch business plan, as well as the anticipated future event of default due to us failing to appoint a new Chief Financial Officer reasonably acceptable to the Agent within 90 days of the prior Chief Financial Officer’s resignation, subject to the agreements and conditions set out below. We will pay the Agent a fee of $0.3 million to enter into the Forbearance Agreement.
​
Forbearance Date and Related Terms
​
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If we raise gross cash proceeds of at least $6 million by January 29, 2024 in a Capital Raise (as defined below), the forbearance date would be February 29, 2024 (the “First Forbearance”) (see termination date above) and the following additional terms shall apply:
​
	
	●
	the interest rate under the Credit Agreement shall be reduced from 15% to 8% through December 31, 2024;


	
	●
	we will issue warrants with an exercise price of $0.01 per share with the number of shares determined by to the amount of interest that would accrue on the outstanding loan under the Credit Agreement through December 31, 2024 at a rate of 4% per annum;


	
	●
	we will be permitted to pay interest under the Credit Agreement via PIK through June 30, 2024; and


	
	●
	payment of the monitoring fee for the period ending March 31, 2024 will be deferred until June 30, 2024. 


​
There were other additional terms of the Forbearance Agreement which were terminated prior to them becoming effective on the forbearance termination date. 
​
A “Capital Raise” means the sale of new equity interests or the issue of a convertible subordinated note with specified terms and conditions and that is reasonably satisfactory to the Agent. The Capital Raise associated with the Third Forbearance can be achieved in whole or in part by means of the settlement with or direct payment to us of proceeds from the judgment against XAC Automation.
 
In connection with each Forbearance, the Lenders have agreed to waive the anti-dilution protection that they received in the Third Amendment Warrants, solely with respect to the Capital Raise, conditioned on the investors in the October Purchase Agreement and the November Purchase Agreements waiving the anti-dilution provisions in each respective agreement, solely with respect to the Capital Raise. 
​
​
 Cash Collateral Account
​
On January 11, 2024, the Lenders delivered an activation notice to our bank and wired $10.0 million of restricted cash to an account designated by the Lenders as a result of the existing events of default described above. The funds were applied to reduce the outstanding loan balance which as of December 31, 2023 totaled $61.7 million in principal amount plus accrued interest. 
​
Touch Business Term Sheet
 
On January 17, 2024, we entered into a non-binding memorandum of understanding (“MoU”) with respect to the formation of a new company (the “Joint Venture”) for the purposes of the creation of and joint investment (the “Transaction”) in Presto Touch. If the Transaction closes, we will cease our own operations of Presto Touch and will not be responsible for ongoing costs with respect to Presto Touch. We expect to enter into a transition services agreement with the Joint Venture for a limited period with respect to certain services.
 
The Joint Venture is intended to constitute a Touch Business Plan within the meaning of such term within the Credit Agreement. As such, it remains subject to the reasonable approval of the Agent pursuant to the terms of the Credit Agreement. 
 
Third Amendment and Related Purchase Agreement
On October 10, 2023, we entered into a Third Amendment to the Credit Agreement (the “Third Amendment”) pursuant to which the parties amended or removed certain covenants of the Credit Agreement (including the removal of a covenant in respect of a maximum net leverage ratio of 1.20 to 1.00) and, the Lenders agreed to waive existing defaults under the Credit Facility, advance an additional $3.0 million of Term Loans to us, and exchange an aggregate of $6.0 million of accrued and previously capitalized interest for warrants to purchase 3,000,000 shares of common stock at an exercise price of $0.01 per share (the “Third Amendment Conversion Warrants”). The effectiveness of the Third Amendment was conditioned, in part, upon (1) evidence of a gross amount of additional equity investment of $3.0 million, to be used for working capital purposes, which closed on October 16, 2023, in private placement with an affiliate of our existing shareholder, Cleveland Avenue, (described below), (2) us hiring a chief financial officer reasonably satisfactory to the Agent, which was satisfied on October 10, 2023, (3) by no later than October 16, 2023, evidence that we have engaged the services of an investment bank reasonably acceptable to Metropolitan on terms reasonably acceptable to Metropolitan in connection with upcoming capital raises. The conditions precedent were satisfied and the Amendment was closed on October 17, 2023.
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The anti-dilution provisions of the Third Amendment were triggered with the November 17, 2023 capital raise and we were required to increase the number of shares issuable under the Third Amendment Warrants from 3,000,000 to 6,000,000 shares of common stock.
Concurrent with the Third Amendment, we entered into a Securities Purchase Agreement (“Purchase Agreement”) which closed on October 16, 2023, with Presto CA LLC, an affiliate of Cleveland Avenue, pursuant to which we sold an aggregate of 1,500,000 newly issued shares of common stock at a purchase price of $2.00 per share for an aggregate purchase price of $3.0 million. The Purchase Agreement contains customary representations, warranties and covenants of the parties. In addition, the Purchase Agreement includes anti-dilution provisions relating to future issuances or deemed issuances of common stock from the closing date to April 1, 2024 at a price per share below $2.00 per share, which would require us to issue additional shares of common stock to the purchaser, upon the terms and subject to the conditions contained in the Purchase Agreement. The anti-dilution provision was triggered upon the November 17, 2023 capital raise and we were required to issue 1,500,000 newly issued shares of common stock based on a revised purchase price of $1.00 per share from $2.00 in the Purchase Agreement. 
​
The Term Loans were borrowed in full at closing. Amounts outstanding under the Credit Agreement will incur interest at the rate of 15% per annum. The amendments to the Credit Agreement provide that, with respect to interest accruing for the interest periods ending December 31, 2023 through to January 31, 2024, we may elect that 100% of the accrued but unpaid interest under the Term Loans may be capitalized as principal, or “PIK Interest” on a monthly basis. After January 31, 2024, we may request that 100% of the accrued but unpaid interest under the Term Loans may be capitalized as principal, or “PIK Interest” on a monthly basis, subject to the prior approval by Agent. Absent such a request or in the absence of approval by the Agent, such interest is required to be paid in cash on a monthly basis.
During the three and six months ended December 31, 2023, we recorded PIK interest expense amounts of $3.1 million and $4.2 million, which have been reflected as an increase to the outstanding debt balance. Further, during the three and six months ended December 31, 2023, we recorded interest expense associated with the amortization of debt discounts in the amount $1.1 million and $2.4 million. Accordingly at December 31, 2023, the term loans, current balance of $55.1 million reflects $58.0 million of principal and $3.7 million PIK interest accrual, as reduced by unamortized debt issuance costs of $6.6 million.
Covenants and Waivers
We must comply with certain financial covenants as set forth in the Credit Agreement,
	
	●
	Minimum Unrestricted Cash. We must maintain $10.0 million in separate and blocked cash collateral account.


	
	●
	Net Adjusted Decrease in Operating Cash. Subject to certain excluded payments, the decrease in our operating cash may not exceed an agreed amount for each rolling three-month period, subject to certain customary operating fluctuations and adjustments. The amount is set at $10.7 million for October 2023, $11.4 million for November 2023 and $10.3 million for December 2023, and declines after that date.


Without an injection of further capital, we anticipate being unable to comply with the minimum unrestricted cash covenant by approximately the end of February 2024.
We had pursued renewals of Presto Touch with all our existing customers including a transition to our next generation technology. Our lender required us to obtain renewals by December 31, 2023, or we would have to provide and implement a strategic wind-down plan that is reasonably acceptable to Metropolitan with respect to Presto Touch. We have received notification from two of our three major Presto Touch customers of their intent to not renew their contracts which expire June 30, 2024. We are considering strategic alternatives with regards to our Presto Touch solution and are evaluating whether to engage in a wind-down which could be either a sale, partial sale or abandonment of the Presto Touch business in the coming months, to allow us to focus our efforts on our Presto Voice business. The estimated monthly reduction in expenditures and the incurrence of nonrecurrent expenses is included in the full implementation of the steps set out in this Item 2, under the heading, “Continued Implementation of On-Going Cost Improvement Program,” on the cost reduction initiated on November 15, 2023. Refer to Note 15 for details on a memorandum of understanding relating to the Presto Touch solution entered into on January 17, 2024.
​
The Credit Agreement also contains customary affirmative and restrictive covenants, including covenants regarding the incurrence of additional indebtedness or liens, investments, transactions with affiliates, delivery of financial statements, payment of taxes, maintenance of insurance, dispositions of property, mergers or acquisitions, among other customary covenants. We are also 
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restricted from paying dividends or making other distributions or payments on our capital stock, subject to limited exceptions. The Credit Agreement also includes customary representations and warranties, events of default and termination provisions, upon which the Term Loans may be accelerated and the interest rate applicable to any outstanding payment obligations will increase by 5%.
Premium Financing
On October 4, 2023, we entered into a premium financing agreement to finance approximately $0.8 million in the form of a term loan, which is secured by our insurance policies. The proceeds of the loan will be used to pay insurance premiums for D&O insurance. The related interest rate is 8.43% with monthly principal and interest payments of $0.1 million and a maturity date of May 2024.
​
Other Term Loans
Horizon Loan
On March 4, 2021, we entered into a loan agreement (the “Horizon Loan”) with Horizon Technology Finance Corporation (“Horizon”), which provided us with $15.0 million, bore interest at prime rate plus 6.5% per annum, and had a term of 54 months from each loan funding date. 
In connection with the entry into the Credit Agreement, on September 21, 2022, we repaid the Horizon Loan making a cash disbursement of $17.0 million, of which $15.0 million was repayment of principal and $0.6 million was payment of interest expense and accrued interest. Further, $1.7 million was recorded as a loss on extinguishment of debt and financial obligations on our condensed consolidated statement of operations and comprehensive income (loss).
Lago Term Loans
On March 11, 2022, we entered into a loan agreement (the “Lago Loan”) with Lago Innovation Fund I & II, LLC, which provided us with $12.6 million, bore interest at the greater of 12% plus the greater of 1% or 30 day LIBOR, bore 2% payable in kind interest, and matured on April 1, 2023.
On August 4, 2022, we received an additional tranche of term loan in the amount of $5.3 million via an amendment to the Lago Loan. Further, we issued an additional 169,310 warrants to purchase common stock with the additional tranche. We determined that the amendment with the lender should be accounted for as an extinguishment and recorded a loss on extinguishment of debt and financial obligations of $6.0 million on our condensed consolidated statement of operations and comprehensive income (loss).
In connection with the entry into the Credit Agreement on September 21, 2022, we repaid all outstanding loans by making a cash disbursement of $22.4 million, of which $17.9 million was repayment of principal and $0.1 million was payment of payable in-kind interest. Further $4.4 million of cash was paid related to prepayment and other penalties.
Paycheck Protection Program Loan
In March 2021 we obtained a PPP loan in the amount of $2.0 million through the U.S. Small Business Administration. The loan was to be fully forgiven if the funds received were used for payroll costs, interest on mortgages, rent, and utilities, with at least 60% being used for payroll. We utilized the funds for these purposes and applied for loan forgiveness of the PPP funds. Our accounting policy provides that if the loans are forgiven, the forgiven loan balance will be recognized as income in the period of forgiveness. During the six months ended December 31, 2022, we received forgiveness of the PPP loan of $2.0 million and recognized income on forgiveness within other income, net in our condensed consolidated statements of operations and comprehensive income (loss).
​
Non-GAAP Financial Measures
To supplement our condensed consolidated financial statements, which are prepared and presented in accordance with generally accepted accounting principles in the United States of America (“U. S. GAAP”), we use certain non-GAAP financial measures, as described below, to understand and evaluate our core operating performance. These non-GAAP financial measures, 
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which may be different than similarly-titled measures used by other companies, are presented to enhance investors’ overall understanding of our financial performance and should not be considered as substitutes for, or superior to, the financial information prepared and presented in accordance with GAAP contained in this Form 10-Q.
We believe that these non-GAAP financial measures provide useful information about our financial performance, enhance the overall understanding of our past performance and future prospects, and allow for greater transparency with respect to important metrics used by our management for financial and operational decision-making. We are presenting these non-GAAP metrics to assist investors in seeing our financial performance using a management view. We believe that these measures provide an additional tool for investors to use in comparing our core financial performance over multiple periods with other companies in our industry.
Adjusted Gross Profit
Adjusted Gross Profit is calculated as gross profit adjusted to add back depreciation.
We use Adjusted Gross Profit to understand and evaluate our core operating performance and trends. We believe this metric is a useful measure to us and to our investors to assist in evaluating our performance because it removes the impact of events that do not reflect our core operating performance, thereby providing consistency and direct comparability with our past financial performance and between fiscal periods.
The following table provides a reconciliation of gross profit to Adjusted Gross Profit for each of the periods indicated:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Six months ended December 31, 
	    

	(in thousands)
	​
	2023
	    
	2022
	​
	2023
	    
	2022
	​

	Gross profit
	​
	$
	(952)
	​
	$
	9
	​
	$
	(749)
	​
	$
	442
	​

	Depreciation, amortization and impairments
	 
	​
	2,079
	 
	​
	291
	 
	​
	3,044
	 
	​
	582
	 

	Adjusted Gross Profit
	​
	$
	1,127
	​
	$
	300
	​
	$
	2,295
	​
	$
	1,024
	​


​
Adjusted EBITDA
Adjusted EBITDA is defined as net income (loss), adjusted to exclude interest expense, other income, net, provision (benefit) for income taxes, depreciation and amortization expense, developed and acquired technology impairment, impairment of inventory, stock-based compensation expense, earnout stock-based compensation expense, change in fair value of warrants and convertible promissory notes, loss on extinguishment of debt and financing obligations, other financing and financial instrument income (costs), net, deferred compensation and bonuses earned upon closing of the Merger, and the public relations fee paid upon closing of the Merger.
​
We believe Adjusted EBITDA is useful for investors to use in comparing our financial performance to other companies and from period to period. Adjusted EBITDA is widely used by investors and securities analysts to measure a company’s operating performance without regard to items such as depreciation and amortization, interest expense, and interest income, which can vary substantially from company to company depending on their financing and capital structures and the method by which their assets were acquired. In addition, Adjusted EBITDA eliminates the impact of certain items that do not reflect our core operating performance, thereby providing consistency and direct comparability with our past financial performance and between fiscal periods. We have also excluded non-recurring costs related to the closing of the Merger, including deferred compensation and bonuses earned upon the closing of the Merger, and a public relations fee due upon closing of the Merger. Excluding these costs attributable to the Merger better reflects our operating performance and provides consistency and comparability with our past financial performance. Adjusted EBITDA also has limitations as an analytical tool, and you should not consider this measure in isolation or as a substitute for analysis of our results as reported under GAAP. For example, although depreciation expense is a non-cash charge, the assets being depreciated may have to be replaced in the future, and Adjusted EBITDA does not reflect cash capital expenditure requirements for such replacements or for new asset acquisitions. In addition, Adjusted EBITDA excludes stock-based compensation expense, which has been, and will continue to be for the foreseeable future, a significant recurring expense for our business and an important part of our compensation strategy. Adjusted EBITDA also does not reflect changes in, or cash requirements for, our working capital needs; interest expense, or the cash requirements necessary to service interest or principal payments on our debt, which reduces the cash available to us; or tax payments that may represent a reduction in cash available to us. The expenses and other items we exclude in our calculation of Adjusted EBITDA may differ from the expenses and other items that other companies may exclude from Adjusted EBITDA when they report their financial results.
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The following table provides a reconciliation of net income (loss) to Adjusted EBITDA for each of the periods presented:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	    
	Six months ended December 31, 
	    

	(in thousands)
	​
	2023
	    
	2022
	​
	2023
	    
	2022
	​

	Net income (loss)
	​
	$
	(18,054)
	​
	$
	(17,029)
	​
	$
	(12,682)
	​
	$
	17,760
	​

	Interest expense
	 
	​
	3,557
	 
	​
	3,030
	 
	​
	7,315
	 
	​
	6,406
	 

	Other income, net
	 
	​
	(10)
	 
	​
	(327)
	 
	​
	(92)
	 
	​
	(2,355)
	 

	Provision (benefit) for income taxes
	​
	​
	-
	​
	​
	5
	​
	​
	(4)
	​
	​
	5
	​

	Depreciation and amortization
	 
	​
	838
	 
	​
	412
	 
	​
	1,844
	 
	​
	845
	 

	Impairment of developed and acquired technology
	​
	​
	4,056
	​
	​
	—
	​
	​
	4,056
	​
	​
	—
	​

	Impairment of inventory
	​
	​
	425
	​
	​
	—
	​
	​
	425
	​
	​
	—
	​

	Stock-based compensation expense
	 
	​
	1,834
	 
	​
	827
	 
	​
	3,935
	 
	​
	3,002
	 

	Earnout stock-based compensation expense
	 
	​
	1,322
	 
	​
	1,696
	 
	​
	2,675
	 
	​
	1,874
	 

	Change in fair value of warrants and convertible promissory notes
	 
	​
	(5,286)
	 
	​
	378
	 
	​
	(26,311)
	 
	​
	(59,444)
	 

	Loss on extinguishment of debt and financing obligations
	 
	​
	—
	 
	​
	337
	 
	​
	—
	 
	​
	8,095
	 

	Other financing and financial instrument income (costs), net
	 
	​
	(107)
	 
	​
	—
	 
	​
	(1,391)
	 
	​
	1,768
	 

	Deferred compensation and bonuses earned upon closing of the Merger
	 
	​
	—
	 
	​
	—
	 
	​
	—
	 
	​
	2,232
	 

	Public relations fee due upon closing of the Merger
	 
	​
	—
	 
	​
	—
	 
	​
	—
	 
	​
	250
	 

	Adjusted EBITDA
	​
	$
	(11,425)
	​
	$
	(10,671)
	​
	$
	(20,230)
	​
	$
	(19,562)
	​


​
Off-Balance Sheet Arrangements
We did not have any off-balance sheet arrangements as of December 31, 2023 and June 30, 2023.
Other Updates
In June 2022, we received a favorable arbitrator ruling from the Singapore International Arbitration Center related to a matter with our third-party subcontractor and were awarded approximately $11.3 million in damages related to our loss on infrequent product repairs and to cover our legal expenses. This arbitration ruling was affirmed by the appellate court in Singapore on March 6, 2023. On May 2, 2023, the vendor appealed the ruling to the highest court in Singapore. The award has not met the criteria to be considered realizable as of December 31, 2023. As a result, we have not recognized any gain related to this settlement in our condensed consolidated statement of operations and comprehensive income (loss). 
In a decision rendered on January 16, 2024 by the Singapore Court of Appeal, we obtained a favorable verdict in the final hearing regarding its case against XAC Automation Corp (5490.TWO) (“XAC”). The Court dismissed XAC’s appeal and upheld the award of $11.1 million previously made to us. XAC has no further recourse to set aside the award and we are able to seek to enforce the award against XAC in Taiwan, the country of XAC’s domicile, going forward. We intend to pursue full collection of this award from XAC in Taiwan, which involves domesticating the award there and may take between several months to more than a year. 
​
Related Party Transactions
On October 10, 2023, we entered into the October Purchase Agreement with Presto CA, LLC, pursuant to which we agreed to sell 1,500,000 newly issued shares of our common stock, at a purchase price of $2.00 per share for an aggregate purchase price of $3.0 million. Presto CA, LLC is affiliated with Cleveland Avenue, LLC, and Keith Kravcik, a member of our Board, who is the Chief Investment Officer of all of Cleveland Avenue’s various investment funds, including Presto CA, LLC.
As a result of anti-dilution provisions in the October Purchase Agreement, we issued 1,500,000 additional shares to the Purchaser upon the issuance of common stock with the November Purchase Agreements. 
On November 21, 2023, we entered into the November Purchase Agreements, one of which was with Zaffran Special Opportunities, LLC, a related party, to which we agreed to issue 750,000 newly issued shares of our common stock. 
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During the six months ended December 31, 2022, we received an equity investment of $1.0 million from an investor in exchange for 133,333 shares of our common stock. Refer to Note 9 of Item 1 of this Quarterly Report on Form 10-Q for further details. 
In addition, during the six months ended December 31, 2022 we granted 1,200,000 of RSUs to a director and former interim CEO of ours with a grant date fair value of $4.56 per RSU. Refer to Note 11 of Item 1 of this Quarterly Report on Form 10-Q for further details.
Critical Accounting Policies and Estimates
The preparation of financial statements in conformity with U.S. GAAP requires us to make certain estimates and assumptions that affect the reported amounts of certain assets, liabilities, revenues, expenses and disclosures. Accordingly, actual amounts could differ from those estimates, and those differences could be material. 
​
Our most significant estimates and judgments are related to the fair value of certain financial instruments which includes warrant liabilities. Other uses of estimates include, but are not limited to, the collectability of accounts receivable, the useful lives of property and equipment and intangible assets, inventory valuation, fair value of financial instruments, valuation of deferred tax assets and liabilities, valuation assumptions utilized in calculating the estimated value of stock-based compensation, valuation of warrants, valuation of goodwill and intangible assets acquired and impairment of long-lived assets. We have assessed the impact and are not aware of any specific events or circumstances, other than the events and circumstances that lead to the adjustment to certain intangible assets, that required an update to our estimates and assumptions or materially affected the carrying value of our assets or liabilities as of the date of issuance of this report. Those estimates may change as new events occur and additional information is obtained.
​
We believe that the accounting policies described below involve a greater degree of judgment and complexity. Accordingly, these are the policies we believe are the most critical to aid in fully understanding and evaluating our financial condition and results of operations. For further information, see Note 1 to the audited consolidated financial statements as of and for the years ended June 30, 2023 and 2022 and the related notes contained in Part II, Item 8, of the Annual Report on Form 10-K filed with the SEC on October 10, 2023.
Revenue Recognition
We account for our revenue in accordance with ASC 606 Revenue from Contracts with Customers. Revenue is recognized when promised goods or services are transferred to the customer in an amount that reflects the consideration to which we expect to be entitled in exchange for those goods or services, net of any taxes collected from customers (e.g., sales and other indirect taxes), which are subsequently remitted to government authorities.
Revenue is recognized when promised goods or services are transferred to the customer in an amount that reflects the consideration to which we expect to be entitled in exchange for those goods or services, net of any taxes collected from customers (e.g., sales and other indirect taxes), which are subsequently remitted to government authorities.
During the three and six months ended December 31, 2023 and 2022, we derived our revenues from two revenue streams: (1) Platform revenue consisting of sales of the Presto Touch and Presto Voice solutions and leases of the Presto Touch solution, including hardware, hardware accessories, software, customer support and maintenance, and (2) Transaction revenue consisting of premium gaming content and other revenue, which includes professional services.
We determine revenue recognition through the following steps:
	
	1.
	Identification of the contract, or contracts, with a customer —  In connection with our Presto Touch and Presto Voice solutions, we enter into a MSA with the customer which is signed by both parties. The rights and obligations are outlined in the MSA, and payment terms are clearly defined. We then enter into an agreement, typically with each franchisee, which outlines the specified goods and services to be provided. We also enter into separate gaming agreements with guests, whereby our guest agrees to pay for use of the premium content. Each MSA, in conjunction with a license agreement, and each gaming agreement, has commercial substance, whereby we are to provide products and services in exchange for payment, and collectability is probable.
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	2.
	Identification of the performance obligations in the contract —  Our contracts with customers include promises to transfer multiple services. For all arrangements with multiple services, we evaluate whether the individual services qualify as distinct performance obligations. In our assessment of whether a service is a distinct performance obligation, we determine whether the customer can benefit from the service on its own or with other readily available resources and whether the service is separately identifiable from other services in the contract. This evaluation requires us to assess the nature of each individual service offering and how the services are provided in the context of the contract, including whether the services are significantly integrated, highly interrelated, or significantly modify each other, which may require judgment based on the facts and circumstances of the contract.


We identified the following performance obligations: for the MSAs and license agreements, 1) sales or leases of hardware, SaaS and maintenance are one combined performance obligation for the Presto Touch or Presto Voice product, and 2) providing premium content, or gaming, is a single performance obligation for the gaming agreements. Professional services were insignificant during the three and six months ended December 31, 2023 and 2022.
Our Presto Touch and Presto Voice solution are both considered to have a single performance obligation because each element of the Presto Touch and Presto Voice solution is interdependent and cannot function independently. The software and hardware for the Presto Touch and Presto Voice solution represents one combined output and the customer cannot benefit from the use of one element without the other.
When we enter into gaming agreements, our Presto Touch product includes the capability of providing entertainment services, provided by us via internet, that can be purchased by guests. The games are only accessible over the internet, and upon the guest making the decision to pay for the content, the guest receives the right to access the game on the Presto Touch product. Gaming fees are usage based through the guest’s use of the device and stipulated in a separate contract with the guest. Any fees that are incurred are collected by the restaurant as part of the normal payment for the dining check from the guest and remitted back to us, net of commissions paid to the restaurant as the sales. Premium content revenue, or gaming revenue, is therefore one performance obligation
	
	3.
	Determination of the transaction price — Our MSAs stipulate the terms and conditions of providing the Presto Touch and Presto Voice solutions, and separate license agreements dictate the transaction price, and typically outline a price per store location or number of Presto Touch devices used. The transaction price is generally a fixed fee, with a portion due upfront upon signing of the contract and the remainder due upon installation of the Presto Touch solutions. The transaction price for transaction revenue is a fixed fee charged per game. We occasionally provide consideration payable to a customer, which is recorded as a capitalized asset upon payment and included as part of deferred costs and amortized as contra-revenue over the expected customer life.


	
	4.
	Allocation of the transaction price to the performance obligations in the contract — The Presto Touch and Presto Voice solutions are each comprised of one performance obligation and do not require reallocation of the contract price. Our premium content contract is comprised of one performance obligation and does not require reallocation of the contract price.


	
	5.
	Recognition of revenue when, or as, we satisfy a performance obligation — As the customer simultaneously receives and consumes the benefits provided by us through continuous access to our SaaS platform, revenue from the Presto Touch and Presto Voice is satisfied ratably over the contract period as the service is provided, commencing when the subscription service is made available to the customer. Transaction revenue does not meet the criteria for ratable recognition and is recognized at a point in time when the gaming service is provided.


Stock-Based Compensation
We have a stock incentive plan under which incentive stock options and restricted stock units (“RSUs”) are granted to employees and directors and non-qualified stock options are granted to employees, investors, directors and consultants. The options and RSU’s granted vest over time with a specified service period, except for performance-based grants. Stock-based compensation expense related to equity awards is recognized based on the fair value of the awards granted. The RSUs grant date fair value is determined based on our stock price on the date of grant. We have granted only RSUs in the three and six months ended December 31, 2023 and 2022. There were no stock options granted in the three and six months ended December 31, 2023 and 2022. 
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The earnout shares are equity classified since they do not meet the liability classification criteria outlined in ASC 480, Distinguishing Liabilities from Equity and are under ASC 815-40 are both (i) indexed to our own shares and (ii) meet the criteria for equity classification. The initial fair value of the earnout shares is determined based on “Level 3” inputs, due to a lack of market data over inputs such as the volatility and the time incurred to meet the minimum volume weighted average price (“VWAP”). At initial recognition, the earnout shares were measured at fair value using the Monte Carlo valuation model. The valuation model utilized various key assumptions, such as volatility, discount rate and time incurred to meet the minimum VWAP.
Warrants
We account for warrants in accordance with ASC 815-40 as either liabilities or as equity instruments depending on the specific terms of the warrant agreement. Warrants are classified as liabilities when there is variability in the number of shares, and when the variability is not related to an input in the Black-Scholes valuation model. Liability-classified warrants are remeasured at each reporting date until settlement, with changes in the fair value recognized in change in fair value of warrants and convertible promissory notes in the consolidated statement of operations and comprehensive loss. Warrants that meet the fixed-for-fixed criteria or contain variability related to an implicit or explicit input to the valuation of our Company are classified as equity instruments. Warrants classified as equity instruments are initially recognized at fair value and are not subsequently remeasured.
Fair Value Measurements
Fair value is defined as the exchange price that would be received from the sale of an asset or paid to transfer a liability in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date. We measure financial assets and liabilities at fair value at each reporting period using a fair value hierarchy which requires us to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. A financial instrument’s classification within the fair value hierarchy is based upon the lowest level of input that is significant to the fair value measurement. Three levels of inputs may be used to measure fair value:
	
	●
	Level 1— Quoted prices in active markets for identical assets as of the reporting date.


	
	●
	Level 2 — Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices in active markets for similar assets, quoted prices for identical or similar assets in markets that are not active, or other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets.


	
	●
	Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets.


Financial instruments consist of cash equivalents, accounts receivable, accounts payable, convertible promissory notes and embedded warrants, warrant liabilities, and Unvested Sponsor Share liability. Accounts receivable and accounts payable are stated at their carrying value, which approximates fair value due to the short time to the expected receipt or payment date.
The fair value of the Unvested Sponsor Share liability was determined using a Monte Carlo valuation model, which requires estimates including the expected volatility of our common stock. The expected annual volatility of our common stock was estimated to be 68.3% and 70.4% as of December 31, 2023 and June 30, 2023, respectively, based on the historical volatility of comparable publicly traded companies.
Impairment of Long-Lived Assets
We evaluate the carrying value of long-lived assets on an annual basis, or more frequently whenever circumstances indicate a long-lived asset may be impaired. When indicators of impairment exist, we estimate future undiscounted cash flows attributable to such assets. In the event cash flows are not expected to be sufficient to recover the recorded value of the assets, the assets are written down to their estimated fair value.
Recent Accounting Pronouncements
See the sections entitled “Recently Adopted Accounting Standards” and “Recently Issued Accounting Standards Not Yet Adopted” in Note 1 of Part I, Item 1, of this Quarterly Report on Form 10-Q for recently adopted accounting pronouncements and recently issued accounting pronouncements not yet adopted as of the filing date of this Quarterly Report on Form 10-Q.
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Emerging Growth Company
We are an emerging growth company, as defined in the JOBS Act. The JOBS Act provides that an emerging growth company can take advantage of an extended transition period for complying with new or revised accounting standards. This provision allows an emerging growth company to delay the adoption of some accounting standards until those standards would otherwise apply to private companies. We have elected to use the extended transition period under the JOBS Act for the adoption of certain accounting standards until the earlier of the date we (i) are no longer an emerging growth company or (ii) affirmatively and irrevocably opt out of the extended transition period provided in the JOBS Act. As a result, our financial statements may not be comparable to companies that comply with new or revised accounting pronouncements as of public company effective dates.
​
[bookmark: ITEM3QUANTITATIVEANDQUALITATIVEDISCLOSUR][bookmark: _07abf257_6d2f_4854_9153_ae2d7fe96ea4]ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
We have operations in the United States and in Canada, and we are exposed to market risks in the ordinary course of our business. These risks primarily include interest rate, credit and inflation risks. We are not exposed to significant foreign exchange risk.
Interest Rate Sensitivity
Our cash and cash equivalents are held primarily in cash deposits and money market funds. The fair value of our cash and cash equivalents would not be significantly affected by either an increase or decrease in interest rates due mainly to the short-term nature of these instruments. A hypothetical 10% change in interest rates would not have a material impact on our current results of operations due to the short-term nature of our cash and cash equivalents. Additionally, changes to interest rates will not impact the cost of our currently outstanding borrowings. Interest rates on the Credit Agreement are fixed. Potential changes in interest rates would also not materially impact the interest expense associated with our financing obligations.
Credit Risk
We are exposed to credit risk on accounts receivable and merchant cash advance balances. A small number of customers represent significant portions of our consolidated accounts receivable and revenue. We evaluate the solvency of our customers on an ongoing basis to determine if allowances for doubtful accounts need to be recorded.
The following customers accounted for more than 10% of revenues during the following periods:
​
	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​

	​


	​
	    
	Three months ended December 31, 
	 
	    
	Six months ended December 31, 
	 
	    

	​
	​
	2023
	    
	2022
	 
	​
	2023
	    
	2022
	 
	​

	Customer A
	​
	52
	%  
	60
	%
	​
	52
	%  
	60
	%
	​

	Customer B
	 
	12
	%  
	22
	%
	 
	14
	%  
	23
	%
	 

	Customer C
	 
	22
	%  
	14
	%
	 
	22
	%  
	14
	%
	 

	​
	 
	86
	%  
	96
	%
	 
	88
	%  
	97
	%
	 


*Customer D and E represents less than 10% of revenue and therefore was omitted from the above schedule.
​
The following customers accounted for more than 10% of accounts receivable as of December 31, 2023 and June 30, 2023:
​
	​

	​

	​

	​

	​

	​


	​
	    
	As of December 31, 
	    
	As of June 30, 
	 

	​
	​
	2023
	    
	2023
	 

	Customer A
	​
	19
	%  
	43
	%

	Customer B
	 
	10
	%  
	14
	%

	Customer D
	​
	50
	%  
	37
	%

	Customer E
	 
	12
	%  
	—
	%

	​
	 
	91
	%  
	94
	%


*Customer C represents less than 10% of accounts receivable and therefore was omitted from the above schedule. Customer E represents an arrangement in which we serve as the agent.
On October 30, 2023, Customer C provided notice of its intent to not renew its contract at the end of the expiration date of December 31, 2023. The customer also sought and was granted a limited transition extension period through June 30, 2024. In addition, in the three months ended December 31, 2023, Customer A notified us of their intent not to renew their contract which is 
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scheduled to expire June 30, 2024. We also received notification of Customer B’s intent to not renew their contract that expires on February 29, 2024.
We are exposed to vendor concentration risk as it purchases its next generation version of Presto Touch tablets and other equipment from one vendor. Our operating results could be adversely affected in the event that the vendor increases its prices or incurs disruptions in its supply of goods or services.
Inflation Risk
Our results of operations and financial condition are presented based on historical cost. While it is difficult to accurately measure the impact of inflation due to the imprecise nature of the estimates required, we believe the effects of inflation, if any, on our results of operations and financial condition have been immaterial. We cannot assure you our business will not be affected in the future by inflation.
Financial Institutions
Financial instruments that potentially expose us to concentrations of credit risk consist principally of cash and cash equivalents and restricted cash on deposit with financial institutions, the balances of which frequently exceed federally insured limits. On March 10, 2023, Silicon Valley Bank was closed by the California Department of Financial Protection and Innovation, which appointed the FDIC as receiver. If any of the financial institutions with whom we do business were to be placed into receivership, we may be unable to access to the cash we have on deposit with such institutions. If we are unable to access our cash and cash equivalents and restricted cash as needed, our financial position and ability to operate our business could be adversely affected. The Company has $12.9 million in deposits in excess of the FDIC limits as of December 31, 2023.
[bookmark: ITEM4CONTROLSANDPROCEDURES_752359][bookmark: _5c94e940_a675_4c09_a6de_e5225ce4ee7f]ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures
Under the supervision and with the participation of our management, including our principle executive officer and principal financial officer, we conducted an evaluation of the effectiveness of our disclosure controls and procedures as of the end of the fiscal quarter ended December 31, 2023, as such term is defined in Rules 13a-15(e) and 15d-15(e) under Securities Exchange Act of 1934, as amended (the “Exchange Act”). Disclosure controls and procedures include, without limitation, controls and procedures designed to provide reasonable assurance that information required to be disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to our management, including our principal executive officer and principal financial officer, as appropriate, to allow for timely decisions regarding required disclosure. Based on this evaluation, our principal executive officer and principal financial officer have concluded that as of December 31, 2023, our disclosure controls and procedures were not effective due to material weaknesses in our internal control over financial reporting, as discussed in more detail below. A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting such that there is a reasonable possibility that a material misstatement of a company’s annual or interim financial statements will not be prevented or detected on a timely basis.
Notwithstanding the identified material weaknesses, management, including our principal executive officer and principal financial officer, believes the condensed consolidated financial information included in this Quarterly Report on Form 10-Q fairly represent in all material respects our financial condition, results of operations and cash flows at and for the periods presented in accordance with U.S. GAAP.
Material Weakness
We previously identified four material weaknesses, as disclosed in our Annual Report on Form 10-K, filed with the SEC on October 10, 2023. The material weaknesses as of June 30, 2023 that we have identified are listed below.
	
	●
	We did not maintain an effective control environment, including not having designed a risk assessment process and not having designed formalized internal controls, including a lack of policies supporting segregation of duties.
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	●
	We did not design and maintain effective controls to address the initial application of complex accounting standards and accounting of non-routine, unusual or complex events and transactions. Further, we did not maintain sufficient accounting resources with appropriate technical knowledge to support our financial reporting requirements.


	
	●
	We did not design and maintain effective controls over our financial statement closing process. Specifically, we did not design and maintain effective controls over certain account analyses and account reconciliations.


	
	●
	We did not maintain internal accounting records to adequately support the reporting of certain transactions in our financial statements.


These material weaknesses could result in a misstatement of account balances or disclosures that would result in a material misstatement to the annual or interim condensed consolidated financial statements that would not be prevented or detected.
Management’s Remediation Initiatives
We are in the early stages of designing and implementing a plan to remediate the material weaknesses identified. Our plan includes the following actions:
	
	●
	Designing and implementing a risk assessment process supporting the identification of risks facing Presto.


	
	●
	Implementing controls to enhance our review of significant accounting transactions and other new technical accounting and financial reporting issues and preparing and reviewing accounting memoranda addressing these issues. Hiring additional experienced accounting, financial reporting and internal control personnel and changing roles and responsibilities of our personnel as we transition to complying with Section 404 of the Sarbanes Oxley Act of 2002. We have recently hired additional resources and we are engaging with a third-party consulting firm to assist us with our formal internal control plan and provide staff augmentation of our internal audit function.


	
	●
	Implementing controls to enable an effective and timely review of account analyses and account reconciliations.


	
	●
	Implementing controls to enable an accurate and timely review of accounting records that support our accounting processes and maintain documents for internal accounting reviews.


We cannot assure you that these measures will significantly improve or remediate the material weaknesses described above. The implementation of these remediation measures is in the early stages and will require validation and testing of the design and operating effectiveness of our internal controls over a sustained period of financial reporting cycles and, as a result, the timing of when we will be able to fully remediate the material weaknesses is uncertain and we may not fully remediate these material weaknesses during the year ended June 30, 2024. If the steps we take do not remediate the material weaknesses in a timely manner, there could be a reasonable possibility that these control deficiencies or others may result in a material misstatement of our annual or interim financial statements that would not be prevented or detected on a timely basis. This, in turn, could jeopardize our ability to comply with our reporting obligations, limit our ability to access the capital markets and adversely impact our stock price.
Changes in Internal Control over Financial Reporting
Other than the actions taken as described in “Management’s Remediation Initiatives” above to improve the Company’s internal control over financial reporting, there have been no changes in our internal control over financial reporting during the most recent fiscal quarter that materially affected, or which are reasonably likely to materially affect, our internal control over financial reporting.
​
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[bookmark: PARTIIOTHERINFORMATION_874388]PART II - OTHER INFORMATION
[bookmark: Item1LegalProceedings_429978][bookmark: _d5e766cf_349d_41f2_ba29_aead3bde22e8]Item 1. Legal Proceedings
Discussion of legal matters is in Part I, Note 8, “Commitments and Contingencies,” of this document, and should be considered an integral part of Part II, Item 1 “Legal Proceedings.”
​
[bookmark: Item1ARiskFactors_746758][bookmark: _1ad6b3f6_5ad3_4127_9c56_f6a3f1210f5d]Item 1A. Risk Factors
A comprehensive discussion of our other risk factors is included in the “Risk Factors” section of our annual report on Form 10-K for the year ended June 30, 2023 which was filed with the SEC on October 10, 2023. The risks described in our Form 10-K are not the only risks we face. 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 and/or operating results. During the period covered by this quarterly report on Form 10-Q, there have been no material changes in our risk factors as previously disclosed except the following: 
Our current liquidity resources raise substantial doubt about our ability to continue as a going concern and to comply with our debt covenants unless we raise additional capital to meet its obligations in the near term.
Since inception, we have incurred recurring net losses and negative cash flows from operating activities, and we have financed operations primarily through financing transactions, such as the issuance of convertible promissory notes and loans and sales of common stock and convertible preferred stock. The Company has incurred operating losses of $19.9 million and $33.2 million for the three and six months ended December 31 2023, respectively. As of December 31, 2023, the Company had an accumulated deficit of $247.9 million and the Company expects to generate operating and net losses for the near term. Cash from operations is also affected by various risks and uncertainties, including, but not limited to, the timing of cash collections from customers and other risks. 
On January 11, 2024, following notice of breaches of covenants contained in the Credit Facility, the Lenders delivered an activation notice to the Company’s bank in which $10.0 million of restricted cash was deposited as collateral for the Term Loans and caused the bank to wire that amount to an account designated by the Lenders (refer to Note 15. Subsequent Events of Item 1 of this Quarterly Report on Form 10-Q for further details). The funds were applied to reduce the outstanding balance of the Term Loans which as of December 31, 2023 totaled $61.7 million in principal amount plus accrued interest.
While the Company raised net cash proceeds of $2.9 million from the issuance of new debt in the closing of the Third Amendment to the Credit Agreement, and received $10.0 million from the sale of common stock in private placements and registered direct offerings during the six months ended December 31, 2023, the Company used cash from operating activities of $21.9 million and incurred a net loss of $12.7 million during the six months ended December 31, 2023. As a result, additional capital infusions will be necessary in order to fund currently anticipated expenditures and to meet the Company’s obligations as they come due. In addition, pursuant to a forbearance agreement entered into with the Agent, the Lenders and other parties, among other things, the Company is required to raise additional gross proceeds of $6.0 million in order for the Lenders to forbear from exercising remedies under the Credit Agreement related to prior events of default. The Company’s future capital requirements will depend on many factors, including the revenue growth rate, the success of future product development, and the timing and extent of spending to support further sales and marketing and research and development efforts.
If the Company cannot satisfy this or other requirements, the Lenders could accelerate repayment of our indebtedness which would give them the right to declare any and all debt outstanding, together with accrued and unpaid interest and fees, to be immediately due and payable. In addition, the Lenders under our credit facility would have the right to proceed against the collateral in which we granted a security interest to them, which consists of all owned goods and equipment, inventory, contract rights and general intangibles (including intellectual property), forms of obligations owing to us, cash and deposit accounts, and personal property. If our debt were to be accelerated, we are unlikely to have sufficient cash or be able to borrow sufficient funds to refinance the debt or sell sufficient assets to repay the debt, which would materially and adversely affect our cash flows, business, results of operations, and financial condition.
Substantial doubt exists about the Company’s ability to continue as a going concern within one year after the date that the financial statements are available to be issued. The Company continues efforts to mitigate the conditions or events that raise this substantial doubt, however, as some components of these plans are outside of management’s control, the Company cannot offer any assurances they will be effectively implemented. The Company cannot offer any assurance that any additional financing will be available on acceptable terms or at all. If the Company is unable to raise additional capital it would likely lead to an event of default under the Credit Agreement and the potential exercise of remedies by the Agent and Lender, which would materially and adversely impact its business, results of 
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operations and financial condition. The Company’s condensed consolidated financial statements have been prepared on a going concern basis, which contemplates the realization of assets and satisfaction of liabilities in the normal course of business.
We may be unable to realize the benefits we expect from our Touch business.
We are evaluating strategic alternatives for our Touch Business including a sale, partial sale or abandonment of the Touch Business in the coming months, to allow us to focus our efforts on our Presto Voice business.  On January 17, 2024, we entered into a non-binding MoU with respect to the formation of a Joint Venture for the purposes of the creation and joint investment in the Touch Business.  If the transaction closes, the Company will cease its own operations of the Touch Business. For a more detailed description of the MoU and Joint Venture, refer to Note 15. Subsequent Events of Item 1 of this Quarterly Report on Form 10-Q for further details.
 The estimates of the savings that we hope to accrue and the non-recurring costs associated with these actions may be based on mistaken assumptions or may change as a result of intervening events.  In addition, these actions will require management time and attention which could distract from our focus on our Presto Voice business.  We may be unable to realize the benefits we expect from the wind-down of either a sale, partial sale or abandonment of the Touch Business, including the Joint Venture, which could adversely impact our overall business going forward.
We are currently listed on the Nasdaq Global Market. We have failed, and may continue to fail, to meet the listing standards of the Nasdaq Global Market, and as a result our common stock may become delisted, which could have a material adverse effect on the liquidity of our common stock. 
 Although our common stock is currently listed on the Nasdaq Global Market, we have failed, and may continue to fail, to meet the listing standards of the Nasdaq Global Market. If we fail to continue to satisfy the continued listing requirements of the Nasdaq Global Market, Nasdaq will take steps to delist our common stock. Such a delisting would likely have a negative effect on the price of our common stock and would impair your ability to sell or purchase our common stock when you wish to do so, as well as adversely affect our ability to issue additional securities and obtain additional financing in the future. 
On December 28, 2023, we received a notice (the “December Notice”) from Nasdaq stating that the Company is not in compliance with the requirement to maintain a minimum closing bid price of $1.00 per share, as set forth in Nasdaq Listing Rule 5450(a)(1) (the “Bid Price Requirement”), because the closing bid price of the Common Stock was below $1.00 per share for 30 consecutive business days. In accordance with Nasdaq Listing Rule 5810(c)(3)(A), the Company has a period of 180 calendar days from the date of the December Notice, or until June 25, 2024, to regain compliance with the Bid Price Requirement. In the event the Company does not regain compliance by June 25, 2024, the Company may be eligible for an additional 180 calendar day period to regain compliance. To qualify, the Company would be required to meet the continued listing requirement for market value of publicly held shares and all other initial listing standards for The Nasdaq Capital Market, except for the Bid Price Requirement, and transfer its listing to the Nasdaq Capital Market. The Company would also be required to provide written notice to Nasdaq of its intent to cure the deficiency during this second compliance period by effecting a reverse stock split, if necessary. If it appears to the Nasdaq staff that the Company will not be able to cure the deficiency, or if the Company is otherwise not eligible or determines not to submit a transfer application or make the required representation, Nasdaq would provide notice to the Company that its common stock would be subject to delisting. At that time, the Company may appeal the Nasdaq staff’s delisting determination to a Nasdaq Hearings Panel (the “Panel”). 
On February 6, 2024, we received a notice (the “February Notice”) from Nasdaq stating that the Company is not in compliance with the requirement to maintain a minimum Market Value of Listed Securities (“MVLS”) of $50 million, as set forth in Nasdaq Listing Rule 5450(b)(2)(A) (the “MVLS Requirement”), because the MVLS of the Company was below $50 million for the 30 consecutive business days prior to the date of the February Notice. Nasdaq further indicated that, as of the date of the Notice, the Company did not comply with certain requirements under the alternative standards set forth in Nasdaq Listing Rule 5450(b)(3)(A) for continued listing on the Nasdaq Global Market. In accordance with Nasdaq Listing Rule 5810(c)(3)(C), the Company has a period of 180 calendar days from the date of the February Notice, or until August 5, 2024, to regain compliance with the MVLS Requirement.  In the event the Company does not regain compliance by August 5, 2024, the Company will receive written notification that its securities are subject to delisting. At that time, the Company may appeal the delisting determination to the Panel. The February Notice provides that the Company may be eligible to transfer the listing of its securities to The Nasdaq Capital Market (provided that it then satisfies the requirements for continued listing on that market).
Any potential delisting of our common stock from Nasdaq would likely result in decreased liquidity and increased volatility for our common stock and would adversely affect our ability to raise additional capital or to enter into strategic transactions, in addition to adversely impacting the perception of our financial condition and could cause reputational harm to investors and parties conducting business with us. Any potential delisting of our common stock from Nasdaq would also make it more difficult for our stockholders to sell our common stock.
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In the event of a delisting, we would take actions to restore our compliance with Nasdaq Marketplace Rules, but we can provide no assurances that the listing of our common stock would be restored, that our common stock will remain above the Bid Price Requirement, that we will remain in compliance with the MVLS Requirement or that we otherwise will remain in compliance with other Nasdaq Marketplace Rules. 
We granted anti-dilution protection to certain of our investors, which have and will cause additional significant dilution to our stockholders and may have a material adverse impact on the market price of our common stock and make it more difficult for us to raise funds through future equity offerings.
​
We have granted anti-dilution protections as follows:
​
	
	●
	On October 10, 2023, the Company entered into a Securities Purchase Agreement (the “CA Purchase Agreement”) with Presto CA LLC (“CA”), a related party, pursuant to which the Company sold 1,500,000 shares of common stock, at a purchase price of $2.00 per share, for an aggregate purchase price of $3.0 million (the “Private Placement”).  The Private Placement closed on October 16, 2023. The CA Purchase Agreement includes anti-dilution provisions relating to future issuances or deemed issuances of the Company’s common stock from October 16, 2023 to April 1, 2024 at a price per share below $2.00, which would require the Company to issue additional shares of common stock to CA, upon the terms and subject to the conditions contained in the CA Purchase Agreement.


​
	
	●
	On October 10, 2023, the Company entered into a Third Amendment (the “Third Amendment”) to the Credit Agreement (“Credit Agreement”) dated as of September 21, 2022, as amended on March 31, 2023 and May 22, 2023, with the Metropolitan Partners Group Administration, LLC, Metropolitan Levered Partners Fund VII, LP, Metropolitan Partners Fund VII, LP, Metropolitan Offshore Partners Fund VII, LP and CEOF Holdings LP (collectively, the “Lenders”). Pursuant to the Third Amendment, the Lenders agreed to, among other things, exchange an aggregate of $6,000,000 of accrued and previously capitalized interest for warrants to purchase 3,000,000 shares of common stock at a purchase price of $0.01 per share (the “Third Amendment Conversion Warrants”). The Third Amendment Conversion Warrants are subject to anti-dilution provisions relating to future issuances or deemed issuances of the Company’s common stock from October 16, 2023 to April 1, 2024 at a price per share below $2.00, upon the terms and subject to the conditions contained in the Third Amendment Conversion Warrants.


​
	
	●
	On November 17, 2023, the Company entered into Purchase Agreements (the “November 2023 Purchase Agreements”) for the issuance of 7,750,000 shares of common stock for $7.0 million (the “November Offering”) including 750,000 shares issued to a related party. The November 2023 Purchase Agreements include anti-dilution provisions relating to future issuances or deemed issuances of the Company’s common stock from November 21, 2023 to April 1, 2024 at a price per share below $1.00, which required the Company to issue additional shares of common stock to the purchasers when this provision was triggered upon issuance of the January 2024 Notes, upon the terms and subject to the conditions contained in the November 2023 Purchase Agreements.  


​
The November Offering triggered the anti-dilution provisions in the CA Purchase Agreement and the Third Amendment Conversion Warrants.  The Company agreed with each of CA and the Lenders that the “New Issuance Price” (as defined in the CA Purchase Agreement and Third Amendment Conversion Warrants, respectively) would be $1.00. As a result, we were required to issue an additional 1,500,000 shares to CA and increase the amount of common stock issuable upon the exercise of the Third Amendment Conversion Warrants from 3,000,000 shares to 6,000,000 shares. Subsequently, the January 2024 Notes triggered the anti-dilution provisions in the CA Purchase Agreement, the Third Amendment Conversion Warrants and the November Purchase Agreements. In connection with the January 2024 Notes, the Lenders, CA and the holders of 3,000,000 out of the 4,000,000 shares issued in the November 2023 Offering that were not being forfeited agreed that the “New Issuance Price” for the purpose of anti-dilution protection regarding the January 2024 Notes would be $0.40 and not $0.25. For the one investor holding 1,000,000 shares, the “New Issuance Price” was $0.25. As a result, we were required to (i) issue an additional 4,500,000 shares to CA, (ii) increase the amount of common stock issuable upon the exercise of the Third Amendment Conversion Warrants from 6,000,000 shares to 15,000,000 shares and (iii) issue an additional 7,500,000 shares to the November 2023 Purchasers. Additional shares issued includes the one investor holding 1,000,000 shares who received 3,000,000 additional shares and excludes the Lead Investor holding 3,000,000 shares that were forfeited and exchanged for $3.0 million principal amount of subordinated notes.
​
​
If the foregoing anti-dilution provisions are triggered again in the future, (for example, refer to Note 15 in Part I, Item 1, of this Quarterly Report on Form 10-Q, Triggering and Partial Waiver of Anti-dilution Protection Associated with Previously Issued Securities, for details of the anti-dilution adjustment provision triggered upon the issuance of the January 2024 Notes) the issuance of additional 
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shares thereunder will further dilute the percentage ownership interest of all stockholders, will dilute the book value per share of the Company’s common stock and will increase the number of the Company’s outstanding shares, which could depress the market price of the Company’s common stock.
​
​
[bookmark: Item2UnregisteredSalesofEquitySecurities][bookmark: _c5a3fc16_95a5_4d8a_93fe_f4c275dd09b1]Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
None.
​
[bookmark: Item3DefaultsuponSeniorSecurities_104256][bookmark: _2385cc6c_71dd_401a_a620_8d10a4f4d497]Item 3. Defaults upon Senior Securities
The Company is not subject to a material default in the payment of principal, interest, a sinking or purchase fund installment in connection with its indebtedness or the indebtedness of any of its significant subsidiaries exceeding five percent of the total of their consolidated assets. 
On February 17, 2024, the Agent and Lenders under the Credit Agreement asserted the following events of default:
	
	●
	The Company’s failure to replace its CEO with a chief restructuring officer or person with significant restructuring, turnaround and insolvency experience reasonably acceptable to the Agent within the time period required following the resignation of the prior CEO.


	
	●
	The Company’s failure to deliver certain financial reports to the Agent on a weekly basis as required by the Credit Agreement.1


These events of default are in addition to those disclosed by the Company in its Current Report on Form 8-K filed on January 22, 2024 that were the subject of the Forbearance Agreement. Please see Item 5, Other Information for information regarding the termination of the Forbearance Agreement.
​
[bookmark: Item4MineSafetyDisclosures_817186][bookmark: _9efdf4b7_c5b5_4c2e_bbd3_26fce35188d2]Item 4. Mine Safety Disclosures.
Not applicable.
​
[bookmark: Item5OtherInformation_439122][bookmark: _9c04ccf8_392f_4485_81de_f3bfff32bd43]Item 5. Other Information.
	
	(a)
	The Company is reporting the following information in lieu of reporting on a Current Report on Form 8-K. 


Disclosure Pursuant to Item 1.02 of Form 8-K.Termination of a Material Definitive Agreement.
Termination of Forbearance Agreement
On February 17, 2024, the Company received notice from the Agent and the Lenders of two events of default under the Credit Agreement: (1) that the Company did not replace its CEO with a chief restructuring officer or person with significant restructuring, turnaround and insolvency experience reasonably acceptable to the Agent within the time period required following the resignation of the prior CEO; and (2) that the Company failed to deliver certain financial reports to the Agent on a weekly basis as required by the Credit Agreement. 
As a result, the Agent and the Lenders notified the Company that the Forbearance Termination Date (as defined in the Forbearance Agreement) had occurred with the result that the Agent and Lenders are no longer required to forbear from exercising rights and remedies against the Company under the Credit Agreement as a result of these defaults or other existing and anticipated defaults that were the subject of the Forbearance Agreement. 
The Company contests the termination of the Forbearance Agreement on the basis stated by the Agent and the Lenders. 
[bookmark: footnote-2]​
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Disclosure Pursuant to Item 5.02 of Form 8-K.Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain Officers.
Resignation of Directors
On February 20, 2024, Sasha Hoffman, a member of our Board and the Compensation Committee of our Board, notified the Company of her intention to resign from the Board and all committees thereof, effective immediately. 
Also on February 20, 2024, Ilya Golubovich, a member of our Board and the Audit Committee of our Board, and the chairperson of the Nominating and Corporate Governance Committee of our Board, notified the Company of his intention to resign from the Board and all committees thereof, effective immediately. 
(c) Appointment of Interim Chief Executive Officer
On February 18, 2024, the Board appointed Guillaume Lefevre as Interim CEO of the Company to fill the previously disclosed vacancy of such position. In his capacity as Interim CEO, Mr. Lefevre will serve as the principal executive officer of the Company.
Mr. Lefevre, 33, is a Senior Managing Director and Head of New York Office at Teneo Capital LLC (“Teneo”), a global advisory firm, a position he has held since January 2023. Mr. Lefevre leads Teneo’s work in Travel, Leisure, and Hospitality, as well as providing broader advisory on economics, demand, and consumer behavior to a wide range of industries and public bodies. From July 2017 through January 2023, Mr. Lefevre held other positions at Teneo. He holds an MA (hons) in Philosophy, Psychology, and Physiology from the University of Oxford.
Mr. Lefevre has been, and will remain, employed by Teneo and will be providing his services pursuant to an Engagement Letter between the Company and Teneo (the “Engagement Letter”). The Company will pay a fixed monthly fee to Teneo of $85,000 per calendar month of service rendered by Mr. Lefevre, which monthly fee shall increase to $165,000 per calendar month if, by June 30, 2024, the Company has not filed for Chapter 11 bankruptcy. The Company shall also reimburse Teneo for its reasonable out-of-pocket expenses. Pursuant to the Engagement Letter, in addition to Mr. Lefevre being covered by the Company’s standard directors’ and officers’ insurance (“D&O Insurance”) with at least $20 million in coverage, the Company is required to procure and maintain a dedicated D&O Insurance policy providing extended run-off coverage of an aggregate coverage amount of $10 million for six years after the term of the engagement letter ends.
Other than as disclosed above, there are no other arrangements or understandings between Mr. Lefevre and any other persons in connection with his appointment. There are no family relationships between Mr. Lefevre and any director or executive officer of the Company, and Mr. Lefevre is not a party to any transaction required to be disclosed pursuant to Item 404(a) of Regulation S-K under the Securities Act. 
A copy of the Engagement Letter is attached as Exhibit 10.23 to this Quarterly Report on Form 10-Q.
(b) None
 
(c) During the fiscal quarter ended December 31, 2023, none of our directors or officers adopted, modified or terminated a “Rule 10b5-1 trading arrangement” or “non-Rule 10b5-1 trading arrangement,” as each term is defined in Item 408(a) of Regulation S-K.
​
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[bookmark: Item6Exhibits_354793][bookmark: _ca7e9eee_5d7e_4f33_9104_cd3dd2493032]Item 6. Exhibits.
The following exhibits are filed or furnished as an exhibit to this Quarterly Report on Form 10-Q.
	​

	​
	​


	Exhibit Number
	    
	Description

	2.1†
	​
	Merger Agreement, dated as of November 10, 2021, by and among VTAQ, Ventoux Merger Sub I, Ventoux Merger Sub II and Legacy Presto (incorporated by reference to Exhibit 2.1 to the Current Report on Form 8-K filed on November 10, 2021).

	2.2
	​
	Amendment No. 1 to Merger Agreement, dated as of April 1, 2022, by and among VTAQ, Ventoux Merger Sub I, Ventoux Merger Sub II and Presto (incorporated by reference to Exhibit 2.1 to the Current Report on Form 8-K filed on April 4, 2022).

	2.3
	​
	Amendment No. 2 to Merger Agreement, dated as of July 25, 2022, by and among VTAQ, Ventoux Merger Sub I, Ventoux Merger Sub II and Presto (incorporated by reference to Exhibit 2.1 to the Current Report on Form 8-K filed on July 26, 2022).

	3.1
	​
	Second Amended & Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to the Current Report on Form 8-K filed on September 27, 2022).

	3.2
	​
	Bylaws of Presto Automation Inc. (incorporated by reference to Exhibit 3.2 to the Current Report on Form 8-K filed on September 27, 2022).

	10.1
	​
	Securities Purchase Agreement, dated as of October 10, 2023, between Presto Automation Inc. and Presto CA LLC (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed on October 11, 2023).

	10.2†
	​
	Third Amendment to Credit Agreement, dated as of October 10, 2023, by and among Presto Automation LLC, Presto Automation Inc., the lenders party thereto and Metropolitan Partners Group Administration, LLC (incorporated by reference to Exhibit 10.2 to the Current Report on Form 8-K filed on October 11, 2023).

	10.3
	​
	Third Amended and Restated Fee Letter, dated October 10, 2023 by and Presto Automation LLC, Presto Automation Inc. and Metropolitan Partners Group Administration LLC (incorporated by reference to Exhibit 10.3 to the Current Report on Form 8-K filed on October 11, 2023).

	10.4
	​
	Form of Warrant to Purchase Common Stock (Conversion Warrant) by and between Presto Automation Inc. and Metropolitan Levered Partners Fund VII, LP (incorporated by reference to Exhibit 10.4 to the Current Report on Form 8-K filed on October 11, 2023).

	10.5
	​
	Form of Warrant to Purchase Common Stock (Conversion Warrant) by and between Presto Automation Inc. and Metropolitan Partners Fund VII, LP (incorporated by reference to Exhibit 10.5 to the Current Report on Form 8-K filed on October 11, 2023).

	10.6
	​
	Form of Warrant to Purchase Common Stock (Conversion Warrant) by and between Presto Automation Inc. and Metropolitan Offshore Partners Fund VII, LP (incorporated by reference to Exhibit 10.6 to the Current Report on Form 8-K filed on October 11, 2023).

	10.7
	​
	Form of Warrant to Purchase Common Stock (Conversion Warrant) by and between Presto Automation Inc. and CEOF Holdings, LP (incorporated by reference to Exhibit 10.7 to the Current Report on Form 8-K filed on October 11, 2023).

	10.8
	​
	Warrant to Purchase Common Stock, dated October 10, 2023, by and between Presto Automation Inc. and Metropolitan Levered Partners Fund VII, LP (incorporated by reference to Exhibit 10.8 to the Current Report on Form 8-K filed on October 11, 2023).

	10.9
	​
	Warrant to Purchase Common Stock, dated October 10, 2023, by and between Presto Automation Inc. and Metropolitan Partners Fund VII, LP (incorporated by reference to Exhibit 10.9 to the Current Report on Form 8-K filed on October 11, 2023).

	10.10
	​
	Warrant to Purchase Common Stock, dated October 10, 2023, by and between Presto Automation Inc. and Metropolitan Offshore Partners Fund VII, LP (incorporated by reference to Exhibit 10.10 to the Current Report on Form 8-K filed on October 11, 2023).

	10.11
	​
	Warrant to Purchase Common Stock, dated October 10, 2023, by and between Presto Automation Inc. and CEOF Holdings, LP (incorporated by reference to Exhibit 10.11 to the Current Report on Form 8-K filed on October 11, 2023).

	10.12
	​
	Engagement Letter, dated as of October 6, 2023, between Presto Automation Inc. and Teneo Capital LLC (incorporated by reference to Exhibit 10.12 to the Current Report on Form 8-K filed on October 11, 2023).

	10.13
	​
	Form of Common Stock Purchase Agreement (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed on November 21, 2023).

	10.14
	​
	Placement Agency Agreement, dated as of November 17, 2023, among the Company and the Placement Agents (incorporated by reference to Exhibit 10.2 to the Current Report on Form 8-K filed on November 21, 2023).
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	10.15
	​
	Amendment No. 1 to Governance Agreement, dated as of November 16, 2023, among the Company and the other parties thereto (incorporated by reference to Exhibit 10.3 to the Current Report on Form 8-K filed on November 21, 2023).

	10.16
	​
	Amended & Restated Governance Agreement, dated as of November 16, 2023, among the Company and the other parties thereto (incorporated by reference to Exhibit 10.4 to the Current Report on Form 8-K filed on November 21, 2023).

	10.17
	​
	Stockholders Agreement, dated as of November 16, 2023, among the Company and the other parties thereto (incorporated by reference to Exhibit 10.5 to the Current Report on Form 8-K filed on November 21, 2023).

	10.18
	​
	Amended & Restated Warrant to Purchase Common Stock by and between Presto Automation Inc. and Metropolitan Levered Partners Fund VII, LP (incorporated by reference to Exhibit 10.6 to the Current Report on Form 8-K filed on November 21, 2023).

	10.19
	​
	Amended & Restated Warrant to Purchase Common Stock by and between Presto Automation Inc. and Metropolitan Partners Fund VII, LP (incorporated by reference to Exhibit 10.7 to the Current Report on Form 8-K filed on November 21, 2023).

	10.20
	​
	Amended & Restated Warrant to Purchase Common Stock by and between Presto Automation Inc. and Metropolitan Offshore Partners Fund VII, LP (incorporated by reference to Exhibit 10.8 to the Current Report on Form 8-K filed on November 21, 2023).

	10.21
	​
	Amended & Restated Warrant to Purchase Common Stock by and between Presto Automation Inc. and CEOF Holdings, LP (incorporated by reference to Exhibit 10.9 to the Current Report on Form 8-K filed on November 21, 2023).

	10.22+
	​
	Amended and Restated Presto Automation Inc. 2022 Incentive Award Plan (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8 K filed on December 12, 2023).

	10.23*
	​
	Engagement Letter, dated February 20, 2024, between Presto Automation Inc. and Teneo Capital LLC.

	31.1*
	​
	Certification of Chief Executive Officer (Principal Executive Officer) Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

	31.2*
	​
	Certification of Chief Financial Officer (Principal Financial and Accounting Officer) Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

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

	32.2**
	​
	Certification of Chief Financial Officer (Principal Financial and Accounting Officer) 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.

	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 (Embedded within the Inline XBRL document and included in Exhibit)


	†
	Certain of the exhibits and schedules to this Exhibit have been omitted in accordance with Regulation S-K Item 601(a)(5). The Company agrees to furnish a copy of all omitted exhibits and schedules to the SEC upon its request.


	*
	Filed herewith.


	**
	Furnished herewith.


+ Denotes management contract of compensatory plan or arrangement.
​
​
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[bookmark: SIGNATURE_351920][bookmark: _954e87aa_d86a_42e0_aa39_c6ee1d88de99]SIGNATURE
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 hereunto duly authorized.
	​

	​

	​


	Dated: February 20, 2024
​
	PRESTO AUTOMATION INC.

	​
	​

	​
	By:
	/s/ Guillaume Lefevre

	​
	Name:
	Guillaume Lefevre

	​
	Title:
	Interim Chief Executive Officer

	​
	​
	(Principal Executive Officer)

	​
	​
	​

	​
	By:
	/s/ Stanley Mbugua

	​
	Name:
	Stanley Mbugua

	​
	Title:
	Interim Chief Financial Officer

	​
	​
	(Principal Financial Officer)


​
​
​
​
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Exhibit 10.23
​
280 Park Avenue, 4th floor
New York City, NY 10017
Office: +1 (212) 886 1600
teneo.com
​
​
​
PRESTO AUTOMATION INC.
Krishna Gupta & Board of Directors
985 Industrial Road
San Carlos, CA 94070
kkg@remusgroup.com et al
​
​
VIA EMAIL TO PRESTO BOARD OF DIRECTORS
​
February 19, 2024
​
RE: INTERIM CHIEF EXECUTIVE OFFICER SERVICES RELATING
TO PRESTO AUTOMATION INC.
​
​
Dear Sirs/Mesdames:
​
Teneo Capital LLC, a Delaware limited liability company (“Teneo” or “we”), is pleased to provide Chief Executive Officer services to PRESTO AUTOMATION INC. (collectively, the “Client,” the “Company,” or “you”). This letter (this “Agreement”) sets forth the terms of our engagement (the “Engagement”), pursuant to which Teneo is being retained by the Company to provide the services of Mr. Guillaume (Gee) Lefevre (the “INTERIM CEO”), or such other Teneo personnel to assist the INTERIM CEO in performing his duties.
​
	
	1.
	Term of the Engagement


​
The Engagement shall commence as of the date of this Agreement (the “Effective Date”) and shall continue until (a) terminated by Teneo or the Company on 5 (five) days’ notice, or (b) until a month following the last substantive work provided hereunder (the “Engagement Period”).
​
	
	2.
	Scope of Services


The precise duties of the INTERIM CEO will be agreed upon between you and the INTERIM CEO although an initial scope of work is set forth below. However, under your management and direction, the INTERIM CEO’s duties will include working alongside the Board of the Company (“the Board”), in an advisory capacity, in assisting the Board and management team to navigate the current business situation.
​
Teneo shall provide the following services (the “Services”) as may be appropriate in this matter:
​
	
	·
	Review and analyze the Company’s business, operations, assets, financial condition, business plan, strategy, and operating forecasts;


​
PRIVATE & CONFIDENTIAL
Teneo Capital LLC
​
​

[image: ]
​
	
	·
	Support the Board in raising additional capital for the ongoing operation and growth of the Company through capital market processes and other means;


	
	·
	Ensure the continued development and deployment of the Company’s Voice product;


	
	·
	Execute any agreed cost reduction activities, including potential workforce reductions and vendor re-assessments;


	
	·
	Assist in negotiations with, and responding to inquiries from, various stakeholders, including creditors and other parties, as necessary;


	
	·
	Assist the Company in developing, evaluating, structuring, and negotiating the terms and conditions of a restructuring, plan of reorganization, or sale transaction, including a liquidation analysis and estimation of creditor recoveries; and


	
	·
	Any other duties assigned by the Board.


​
The INTERIM CEO, specifically, shall provide the following services:
​
	
	·
	Oversee and direct the operation of the Company, including being designated as an authorized signatory except any document and agreement imposing obligations on the Company exceeding $25,000 requires prior written approval from the Board; and


	
	·
	Manage the working group of professionals who are assisting the Company in the reorganization process to improve coordination of their effort and work product to be consistent with the Company’s overall goals.


​
The INTERIM CEO shall report directly to the Board and consult with and obtain input from the Company’s senior management team.
​
	3.
	Compensation


​
	
	3.1.
	Monthly Fixed Fee


In connection with providing the Services hereunder, Teneo shall be entitled to a monthly fixed fee (“Monthly Fixed Fee”) of $85,000 per month. The Monthly Fixed Fee shall be due and payable prior to the beginning of any calendar month that the Monthly Fixed Fee is to cover and shall be deemed earned in its entirety when due.
​
	
	3.2.
	Incentive Compensation


If, by June 30, 2024, the Company has not filed under one of the chapters of title 11 of the United States Code (the Bankruptcy Code), Teneo shall be due an additional incentive compensation (the “Contingent Performance Payment”). The Contingent Performance Payment will be equal to $80,000 per month (pro-rata for any partial month).
​
	
	3.3.
	Expenses


At all times during the Engagement Period, Teneo shall be entitled to full reimbursement for its reasonable out-of-pocket expenses. Out-of-pocket expenses shall include all documented travel expenses, meals, computer and database research charges, messenger services, and reasonable fees and expenses. Expenses shall not exceed 15% of the Monthly Fixed Fee, on a monthly basis, and Teneo shall charge Expenses in accordance with this provision.
​
	
	3.4.
	Submission of Invoices


​
​
2
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​
Teneo shall submit invoices for Compensation on a monthly basis. Except as otherwise set forth herein, payment shall be due within ten (3) business days of invoicing for fees and expenses incurred.
​
If Teneo does not timely receive any payment due under this Agreement, it may, at its election, immediately suspend services or terminate this Agreement and have no further obligations hereunder except those that survive termination. Teneo’s failure to exercise such remedy (or any other remedy) at any time does not constitute a waiver of its right to do so at any future time. In the event of termination based upon failure to pay or other breach of contract by the Company, Teneo shall remain entitled to receive any unpaid earned compensation and reimbursement for incurred fees.
​
	
	4.
	Standard Terms of Business


​
Subject to any order of the Bankruptcy Court or any contrary terms of the Bankruptcy Code or the Federal Rules of Bankruptcy Procedure, the standard terms of business (the “Terms of Business”) attached to this Agreement are incorporated herein. Where the terms and conditions of this Agreement and the Terms of Business differ, this Agreement shall control.
​
	
	5.
	Replacement of the INTERIM CEO


​
In the event Mr. Gee Lefevre no longer serves as the INTERIM CEO for any reason, including death, disability, termination, or resignation (“INTERIM CEO Termination”), Teneo shall be entitled to payment of any earned but unpaid fees and reimbursement of any incurred expenses until the date of the INTERIM CEO Termination.
​
	
	6.
	Bankruptcy Filing


​
In the event that the Company is or becomes a debtor under title 11 of the United States Code (the “Bankruptcy Code”), the Company shall use its reasonable best efforts to promptly apply to the bankruptcy court having jurisdiction over the relevant case(s) (the “Bankruptcy Court”) for the approval, pursuant to sections 363(b) and 105(a) of the Bankruptcy Code, of this Agreement. The Company shall supply Teneo with a draft of such application and any proposed order authorizing Teneo’s retention sufficiently in advance of the filing of such application and proposed order to enable Teneo to review and comment, and the application and proposed order shall be in a form acceptable to Teneo. Teneo shall have no obligation to provide any services under this Agreement in the event that the Company becomes a debtor under the Bankruptcy Code unless Teneo’s retention under the terms of this Agreement is approved by a final order of the Bankruptcy Court and which order is reasonably acceptable to Teneo. If allowed under applicable law, prior to the Company commencing a case under the Bankruptcy Code, the Company shall pay all due and owing Compensation to Teneo.
​
The Company shall use its best efforts to provide for the payment in full, in cash, of all Compensation in any plan submitted to the Bankruptcy Court for confirmation. Teneo recognizes, however, the Company’s ability to make such payments may be subject to approval and entry of an order by the Bankruptcy Court. If a restructuring is consummated pursuant to a bankruptcy plan, all Compensation payable to Teneo shall be deemed earned and payable in full upon the effective date of the plan.
​
​
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​
	
	7.
	Insurance


​
The Company shall specifically include and cover the INTERIM CEO under the Company’s policy for directors’ and officers’ (“D&O”) insurance. The Company represents and warrants that it has up to $20 million in customary D&O insurance, which is currently in effect and accurately described in the binding documents provided to Teneo. Additionally, the Company shall procure and maintain, during the entirety of the Engagement Period, a dedicated directors’ and officers’ insurance policy providing extended run-off coverage for a period of six (6) years following expiration of the Engagement Period, for the Company’s obligation to indemnify the INTERIM CEO (the “Run-Off Insurance”). The Run-Off Insurance shall be for an aggregate coverage amount of $10 million. The Company shall take all commercially reasonable steps to maintain such D&O coverages, or substantially similar insurances, without lapse or material diminution in available coverage during the entirety of the Engagement Period. In the event of such lapse or material diminution, Teneo may (a) terminate the Engagement immediately and without liability for such termination, or
(b) purchase a separate D&O policy, acceptable to Teneo, in its reasonable discretion, that will cover the INTERIM CEO and the cost of which shall be paid by the Company directly or invoiced as an out-of-pocket expense, at Teneo’s election. If Teneo cannot reasonably obtain such D&O insurance, then Teneo reserves the right to terminate this Agreement without any liability for such termination. The obligations of the parties as set forth herein shall survive the termination of the Engagement.
​
	
	8.
	Counterparts and Electronic Signatures


​
This Agreement may be executed in multiple counterparts, each of which shall be deemed an original agreement and all of which shall constitute one and the same instrument. The counterparts of this Agreement may be executed and delivered by facsimile or other electronic signature (including portable document format) by any of the parties, and the receiving party(ies) may rely on the receipt of such document so executed and delivered by facsimile or electronically as if the original had been received.
​
	
	9.
	Notices


All notices required or permitted to be given under this Agreement shall be in writing and shall be deemed to have been given and received (a) when personally delivered or delivered by same-day courier; (b) on the third business day after mailing by registered or certified mail; (c) upon delivery when sent by prepaid overnight express delivery service (e.g., FedEx, UPS); or (d) when sent via email or facsimile and upon the receipt by the sending party of written confirmation by the receiving party; provided, however, that an automated facsimile or email confirmation of delivery or read receipt shall not constitute such confirmation; and, in any case addressed to the addresses set forth below, which may be updated by the parties to this Engagement in writing from time to time.
​
Mr. Guillaume (Gee) Lefevre
Teneo Capital LLC
280 Park Avenue, 4th Floor
New York, NY 10017
Gee.lefevre@teneo.com
​
​
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	10.
	Agreement to Terms


Please confirm your written acceptance of this Agreement by signing and returning the attached copy.
​
Yours faithfully
​
Guillaume (Gee) Lefevre 
​
Senior Managing Director
​
/s/ Guillaume Lefevre
20th February 2024
​
I accept the terms of this Agreement on behalf of PRESTO AUTOMATION INC.
​
	​
	​

	Signed
	/s/ Krishna Gupta
	​

	Name
	Krishna Gupta

	Date
	20 February 2024 | 11:02:48 AM PST


​
​
​
​
​
​
​
​
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​
Teneo Capital LLC Terms of Business
​
Definitions
“Affiliate” means any entity controlled by, controlling, or under common control with, the relevant party. “Agreement” means the EL, including these ToB.
“Bankruptcy Code” means title 11 of the United States Code, as amended from time to time, and any successor statute and all rules and regulations promulgated thereunder.
“Bankruptcy Court” means the United States Bankruptcy Court having jurisdiction over the Chapter 11 Case(s).
“Chapter 11 Case(s)” means either (a) the case(s), if any, commenced under chapter 11 of the Bankruptcy Code by you; or (b) the case(s) in which you, as the creditor or other party-in-interest, have retained or will retain Teneo.
“Claims” means all liabilities, losses, damages, expenses, fines, penalties, costs, claims, causes of actions, investigations, inquiries, subpoenas, or other proceedings (including reasonably incurred legal costs; vendor costs for recovering, searching, hosting, and producing electronically stored data in defending any such claim; and any amounts paid by us for responding to any investigation, subpoena, discovery demands, or other proceeding) related to or arising in any manner out of any activities performed or services furnished pursuant to this Agreement.
“Client,” “you,” or “your” means, or refers to, the recipient(s) of the Services signing the EL.
“Client Materials” means all information relating to your business and the operation, strategies, products, and finances of your company that you provide us during the term of the EL for the provision of the Services.
“Compensation” means our fees and expenses plus applicable taxes in respect to the Services.
“Damages” means all losses, damages, liabilities, costs, and expenses arising from, or in any way in connection with, this Agreement.
“Deliverable(s)” means all written advice or other tangible product of the Services that is provided by Teneo to you and/or any items as specified in the EL as a “Deliverable.”
“Developed Material(s)” means the output of our Services prepared jointly by a combination of our personnel working jointly with your own personnel and where you remain solely responsible for all of the decisions, assessments, conclusions, and judgments underlying them and is not Teneo branded, as specified in the EL as a “Developed Material.”
“Effective Date” means the date stated in the EL as the date on which this Agreement commences.
“EL” means the engagement letter (and, as applicable, its appendices, schedules. or exhibits) accompanying these ToB.
“Intellectual Property Rights” means all past, present, and future legal and/or equitable interests and rights in all intellectual property and other proprietary rights of any kind whether registered or unregistered and existing now or in the future, including trademarks, service marks, inventions, patents, copyrights, trade secrets, and all goodwill associated with any of the foregoing and rights in, or relating to, applications, registrations, renewals, extensions, combinations, divisions, and reissues of any of the foregoing and any right or form of protection of equivalent or similar nature or effect to any of them that may subsist anywhere in the world.
​
​
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“Pre-Existing Works” means all Intellectual Property Rights in any materials (including any software) that is created by, owned by, or licensed to us prior to the Effective Date, whether recorded in a documentary form or stored on any storage device, or subsequently amended during or following the termination of the EL and any subsequent modifications to the same.
“Services” means the services described in the EL as the “Services,” including the provision of Deliverables.
“Subcontractors” means third parties appointed by Teneo to support the provision of the Services. “Teneo,” “we,” “us,” or “our” means, or refers to, the Teneo Party signing the EL.
“Teneo Party(ies)” means Teneo, any member of the Teneo Holdings LLC network of firms and their holding companies, subsidiaries, Affiliates, and Subcontractors and, in each case, their respective partners, principals, officers, directors, and personnel.
“Teneo Technologies” means all content, publications, thought pieces, materials, software, system interfaces, templates, methodologies, tools, processes, and technologies, including cloud-based technologies and algorithms owned by, licensed to, or developed by any Teneo Party and used by Teneo and its Subcontractors in performing the Services or its other obligations that are not an output of the Services and are licensed to you under separate license terms.
“ToB” means these terms of business.
Interpretation
	
	a)
	Article, section, and clause headings contained in this Agreement are for convenience of reference only and shall not affect the interpretations of this Agreement.


	
	b)
	Words in the singular, where the context so permits, shall be deemed to include the plural and vice versa.


	
	c)
	Unless expressly stated otherwise, all reference to a specific statute or statutory provision includes that statute as in force from time to time; any modification, amendment, or re- enactment of that statute; and any statute that may be enacted in substitution of that statute.


	
	d)
	Any words following the terms “including,” “include,” or any similar expression shall be construed as illustrative and shall not limit the sense of the word, description, definition, phrase, or term preceding those terms.


​
	
	1
	Agreement


	
	1.1
	This Agreement shall become effective on the earlier of the Effective Date and the date on which the EL has been signed.


	
	1.2
	In the event of any conflict between these ToB and the EL, the EL shall prevail unless it is stated otherwise.


​
	
	2
	Your Responsibilities


	
	2.1
	You agree to provide all information and materials in your possession that are reasonably required to enable us to provide the Services (including if it has previously been provided to the Teneo Parties under a different arrangement or is publicly available information). You agree that all information disclosed or to be disclosed to us is or will be true, accurate, and not misleading. You shall promptly inform us upon the discovery of any information that subsequently becomes untrue or inaccurate. To ensure that we are able to carry out the Services, you shall keep us informed of any of the Client’s strategy and developments that are relevant to the provision of


​
​
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the Services. Should you not disclose any such relevant information or developments, you accept that this might, without any fault or responsibility on our part, prevent us from providing the Services. The same shall apply should you decide to publish any document affecting a transaction or the performance of Services without prior notification to us. You confirm that you have and will maintain all necessary consents and authorizations which enable us to provide the Services to you and that you comply with all relevant laws and regulations where required.
	
	2.2
	You shall ensure that your employees are available to provide such assistance as we reasonably require and that we are given such access to senior management, as well as any members of your staff specified in the EL who are necessary to enable us to provide the Services. You will be responsible for ensuring that your employees have the appropriate skills and experience to provide us with such assistance.


	
	2.3
	You shall manage all aspects of your business and make management decisions relating to your business. Where you are using third parties to provide information or support to a project, including where you are employing other suppliers whose work may affect our ability to provide the Services, you will ensure that you have appropriate agreements in place with those third parties to enable us to provide the Services under the terms of this Agreement and ensuring that such third parties work collaboratively with us. Unless otherwise agreed in writing, we will not be responsible for the management of those third parties and the quality of their input and work.


​
	
	3
	Confidentiality


	
	3.1
	Where any party hereto has, or comes into possession of, information about the other(s) that is by its nature confidential, or is designated as such by the disclosing party (whether in writing or orally) (“Confidential Information”), including this Agreement, we each undertake for the term of this engagement and a three-year period thereafter to (i) keep it confidential; (ii) use it only in connection with providing and receiving the Services, and (iii) not to disclose it to any other person without the disclosing party’s prior written consent. These undertakings will not apply to any Confidential Information that the receiving party can demonstrate (a) was previously known to it without any obligation of confidentiality; (b) has been independently developed by it without access to or use of the disclosing party’s Confidential Information; (c) was acquired by it from a third party which was not, to the receiving party’s knowledge, under an obligation to the disclosing party not to disclose such information; (d) was or has become publicly available through no fault of the receiving party; or (e) is subsequently disclosed by the disclosing party to a third party without restriction.


	
	3.2
	We and you each will be entitled to disclose Confidential Information to our legal advisors and insurers and to comply with any applicable legal, statutory, professional, or regulatory requirement. We may share your Confidential Information with (i) any Teneo Party we use to provide the Services; and (ii) any of our suppliers involved in providing infrastructure and other support services as part of our business, in each case on a confidential basis only.


	
	3.3
	Nothing in this Agreement will prevent or restrict any Teneo Party from using or sharing, for any purpose, any knowledge, experience, and skills used in, gained, or arising from performing the Services, subject to the obligations of confidentiality set forth herein.


	
	3.4
	This Section 3.4 is subject to Teneo (i) complying with applicable professional standards regarding conflicts of interest, and (ii) maintaining the confidentiality of your Confidential Information in accordance with Section 3.1. You acknowledge that other clients or third parties who (a) are interested in, or are participating in, a project in relation to the same or similar subject matter as the Services; or (b) may have interests that compete and/or conflict with your interests,


​
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may have received, or may receive, other services related to that project from Teneo and/or another Teneo Party (where necessary, through separate engagement teams). We will not disclose to you nor use for your benefit any confidential information that such other teams from Teneo or another Teneo Party have obtained while providing services to other clients or third parties in relation to such project. You agree not to bring any claim against Teneo or another Teneo Party arising out of, or connected with, our or their provision of services to other clients or third parties or the non-disclosure to you of their confidential information as permitted by this Section 3.4.
​
	
	4
	Intentionally Omitted


​
	
	5
	Liability


	
	5.1
	Teneo warrants that it will perform the Services with reasonable skill and care. Except as specifically provided in this Agreement, no Teneo Party shall have any liability, regardless of the form of action, whether in contract or tort, or whether direct or indirect, except to the extent that any such liability for Claims is found in a non-appealable final judgment by a court of competent jurisdiction to have resulted primarily and directly from such Teneo Party’s gross negligence or willful misconduct. In no event will any Teneo Party have any liability to you for special, consequential, incidental, or exemplary damages or loss (nor any lost profits, savings, or business opportunity).


	
	5.2
	Nothing in this Agreement shall exclude or limit our liability for (i) fraud or fraudulent misrepresentation; (ii) gross negligence or willful misconduct; or (iii) any other liability that may not be excluded or limited by law.


	
	5.3
	Where Teneo has agreed in this Agreement that there is more than one beneficiary of the Services, the limitation on our total liability in this Agreement will apply to all such beneficiaries in the aggregate and shall be apportioned amongst them. You will procure that no such beneficiary will dispute or challenge the validity, operation, or enforceability of this section on the grounds that no such apportionment has been so agreed or on the grounds that the agreed share of the limitation amount so apportioned to any beneficiary is unreasonably low.


	
	5.4
	Any liability which we may have to you for Damages shall (so far as is permitted by law) be limited to such an amount as is determined to be just and equitable, taking into account the extent of responsibility for such Damages of us, you, and any person other than us who is jointly or severally liable to you for all or part of the same Damages, provided always that our liability to you shall not exceed in aggregate the amount set out in this Agreement. Any limitation, exclusion, or restriction on the liability of any such other person, whether arising under statute or contract or resulting from death, bankruptcy or insolvency, or any settlement of such liability agreed with you, shall not be taken account of for the purposes of determining the extent of our liability to you.


	
	5.5
	Except for the warranties, representations, conditions, and obligations expressly set out in this Agreement, Teneo disclaims all warranties, representations, conditions, and obligations, either express or implied, including warranties of satisfactory quality and fitness for a particular purpose. You agree that, in entering into this Agreement, you did not rely on any representations (whether written or oral) of any kind or of any person other than those expressly set out in this Agreement and we shall have no liability otherwise than pursuant to the express terms of this Agreement.


	
	5.6
	Any ancillary comments from us which arise during delivery of the Services are provided solely for the purpose of the Services to you and, without our prior written consent, may not be used for any other purpose, or disclosed to any person other than your other advisors (who may not rely


​
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on such advice). You will not refer to us, or any comments which we provide during the delivery of the Services, in any public document or communication without our prior written consent, which will only be given on the basis that we will not be responsible for any such public document or communication.
​
	
	6
	Indemnification


	
	6.1
	You and Metropolitan Partners Group (“Lender”) shall indemnify, defend and hold harmless the Teneo Parties from and against all Claims to which any of the Teneo Parties may become subject related to or arising in any manner out of any activities performed or services furnished pursuant to this Agreement, any matter contemplated thereby, or a Teneo Party’s role in connection therewith, including prior to the date hereof (the “Indemnified Activities”), except to the extent a court of competent jurisdiction shall have determined by final non-appealable judgment that such Liabilities resulted directly from the gross negligence or willful misconduct of Teneo in performing the services that are the subject of this Agreement.


	
	6.2
	You and Lender shall promptly reimburse the Teneo Parties for all costs and expenses (including fees, costs, and expenses of legal counsel), as incurred, in connection with (i) the investigation of; preparation for; response to; serving as a witness in respect of; or defending, pursuing, settling, or otherwise becoming involved in any pending or threatened investigative, administrative, judicial, regulatory, or other claim, action, or proceeding or any arbitration or investigation in any jurisdiction related to or arising in any manner out of any Indemnified Activities, whether in connection with pending or threatened litigation to which any Teneo Party is, or is threatened to be, a party (collectively, “Proceedings”); and (ii) enforcing a Teneo Party’s rights under this Agreement.


	
	6.3
	We shall notify you and Lender after we become aware that a Proceeding has been commenced by way of service with a summons or other legal process giving information as to the nature and basis of the claim against a Teneo Party in respect of which indemnity may be sought hereunder. In any event, our failure to notify you or Lender shall not relieve you or Lender from any lability that you or Lender may have on account of this indemnity or otherwise except to the extent you or Lender could not otherwise have been aware of such Proceeding and you or Lender have been materially prejudiced with respect to the Proceeding by such failure.


	
	6.4
	Neither you nor Lender shall (a) settle, compromise, consent to the entry of a judgment in, or otherwise seek to terminate any pending or threatened Proceeding in respect of which indemnity may be sought hereunder, whether any Teneo Party is an actual or potential party to such Proceeding; or (b) participate in, or facilitate, any such settlement, compromise, consent, or termination, including on behalf of your board of directors (or a committee thereof), in each case without Teneo’s prior written consent unless such settlement, compromise, consent, or termination includes an unconditional release of each Teneo Party from all actual or potential Claims relating to the Indemnified Activities (such release to be set forth in an instrument signed by all parties to such settlement, compromise, consent, or termination) and does not include a statement as to or an admission of fault, culpability, or a failure to act, by or on behalf of any Teneo Party.


	
	6.5
	You and Lender shall be jointly and severally liable for any indemnification obligations arising under this Section 6. It is understood and agreed that the Lender shall not be considered a party to this Agreement for any other purpose, and its rights and obligations under this Agreement shall be limited to this Section 6. Each of the parties hereto acknowledges that this Section 6 will survive any expiration or early termination of this Agreement.


​
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	7
	Payment


	
	7.1
	Unless otherwise specified in the EL, we shall submit invoices for Compensation on a monthly basis and issue a final invoice to you on completion of the Services. You shall pay all invoices within thirty (30) days of the date of the applicable invoice (“Due Date”). Teneo shall have the right to suspend or terminate the provision of Services or any part thereof if payment is not received by the Due Date. If you dispute an invoice, you shall notify us within seven (7) days of its receipt and pay the undisputed portion of that invoice by the Due Date. You shall reimburse us for all reasonable expenses incurred in performing the Services (including all reasonable travel, meal, lodging, and mileage expenses) which will be invoiced as part of the Compensation. Termination of this Agreement, for any reason, shall not affect Teneo’s right to receive Compensation incurred up to, and as of, the date of termination of this Agreement.


​
	
	8
	Data Protection


	
	8.1
	In connection with the delivery of, and invoicing for, the Services, Teneo may collect and utilize certain personal data of, or concerning, representatives of the Client. For information concerning the handling of personal data by Teneo, see Teneo’s Privacy Policy at www.teneo.com.


​
	
	9
	Survival


	
	9.1
	The provisions of this Agreement, which expressly or by implication are intended to survive its termination, will survive and continue to bind both of us, including Sections 3 (Confidentiality), 5 (Liability), 6 (Indemnification), 7 (Payment), and 10 (Miscellaneous).


​
	
	10
	Miscellaneous


	
	10.1
	Dispute Resolution. Except to the extent that any dispute between you and Teneo must be brought before a Bankruptcy Court pursuant to the Bankruptcy Code, such dispute, whether relating to this Agreement or the relationship among the parties and whether involving alleged claims in contract, tort, or otherwise, will be submitted to final, binding arbitration, in accordance with the Federal Arbitration Act, in Dover County, Delaware before JAMS or if JAMS is unable to arbitrate, before the American Arbitration Association or if the American Arbitration Association is also unable to arbitrate, another nationally recognized arbitration tribunal mutually agreed to by the parties to the dispute. The arbitration shall be conducted before a single arbitrator, unless the parties otherwise agree in writing, in accordance with the then-existing most streamlined available rules of the selected arbitral forum. The arbitrator may award the prevailing party, as determined by the arbitrator, the prevailing party’s reasonable expenses, including attorneys’ fees and expenses and arbitration costs and the fees and costs of the arbitrator and the tribunal. In no event shall the arbitrator award punitive damages. No party hereto may bring any action or proceeding arising under or otherwise concerning the EL or the related relationship between the parties more than one year after the termination of the EL, except that Teneo may bring an action or proceeding for non-payment up until one year after the date the last payment is due to it.


	
	10.2
	Jury Trial Waiver. The parties hereto have agreed to the dispute resolution provision set forth herein and, therefore, it is the parties’ intention that disputes will not be heard in a court of law. Nothing herein, however, is intended or should be construed to preclude any party from seeking in a court of competent jurisdiction emergency or preliminary injunctive relief or relief in aid of or to compel arbitration. If any dispute relating to this Agreement should become subject to a proceeding before any court, THE PARTIES EXPRESSLY, IRREVOCABLY, AND UNCONDITIONALLY AGREE TO WAIVE ANY RIGHT TO TRIAL BY JURY IN ANY ACTION, PROCEEDING, OR COUNTERCLAIM ARISING OUT OF OR RELATING TO THIS


​
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AGREEMENT OR THE SERVICES PROVIDED HEREUNDER. The parties’ agreement in this regard is an integral part of the consideration received by Teneo, and Teneo would not consent to perform services or enter into the Agreement without such agreement.
	
	10.3
	Force Majeure. Other than a party’s obligation to provide Compensation set out in the EL, neither party will be liable for any delays or failures in performance or breach of contract due to events, causes, or circumstances beyond the reasonable control of either party.


	
	10.4
	Notices. All notices required or permitted to be given under this Agreement shall be in writing and shall be deemed to have been given and received (a) when personally delivered or delivered by same-day courier; (b) on the third business day after mailing by registered or certified mail;


(c) upon delivery when sent by prepaid overnight express delivery service (e.g., FedEx and UPS); or (d) when sent via email or facsimile and upon the receipt by the sending party of written confirmation by the receiving party; provided, however, that an automated facsimile or email confirmation of delivery or read receipt shall not constitute such confirmation; and, in any case, addressed to the appropriate party at the address set forth in the EL, or to any other address as the parties may have set during the period of this Agreement.
	
	10.5
	Subcontracting. We may subcontract the provision of the Services, or any part, to any person including any Teneo Party, but this will not affect Teneo’s responsibility for the Services. You agree not to bring any claim (whether in contract, tort, breach of statutory duty, or otherwise) against any Teneo Party except Teneo in respect of loss or damage suffered by you arising out of, or in connection with, this Agreement or the Services. The Teneo Parties are intended third- party beneficiaries of this section and may enforce such terms for their protection.


	
	10.6
	Nominated Subcontractor. Where you require us to contract the services of a specific subcontractor selected by you, you will accept responsibility and liability for the work to be performed by such subcontractor. Our agreement to program and integrate the work to be performed by such subcontractor for the purposes of this Agreement is provided on the following basis: (i) we will not be responsible or liable to you or to any other person for the work performed by such subcontractor or for any acts, omissions, defaults, and neglects of such subcontractor;


(ii) we shall not review any of the work provided by your nominated subcontractor unless we specifically agree to it in writing; (iii) it is your responsibility to inform yourself of the work performed by, and the advice given by, your other advisors; and (iv) you will be responsible and liable for, and will indemnify us against and from, any liability that we may incur to any person and against all Claims made against, suffered, or incurred by us, directly or indirectly, as a result of or in connection with the work performed by any such subcontractor.
	
	10.7
	Non-Solicitation. You shall not, except with our prior written consent, either during the term of the EL or within twelve (12) months following termination of this Agreement, directly or indirectly, solicit or entice away (or attempt to solicit or entice away) from our employment any person employed or engaged by us or otherwise connected directly or indirectly with this Agreement in the delivery of the Services other than by means of any general advertisements for employees, so long as such general advertisements are not directed to our employees. If you commit any breach of this section, unless otherwise agreed, you shall, on demand, pay to us a sum sufficient to fully compensate us for any injury suffered by us by reason of your breach of this section, in no event less than a sum equal to one year’s basic salary or the annual fee that was payable by us to that employee, worker, or independent contractor plus the recruitment costs incurred by us in replacing such person.


	
	10.8
	Assignment. You shall not transfer, assign, novate, charge, or otherwise seek to deal in any way with any of your rights or obligations under this Agreement without our prior written consent.


​
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We shall not transfer, assign, novate, charge, or otherwise seek to deal in any of our rights or obligations under this Agreement without your prior written consent; we may assign our rights and obligations under this Agreement to one or more of our Affiliates upon written notice to you, provided that such assignment shall not materially alter the Services provided.
	
	10.9
	No Third-Party Beneficiaries. Teneo has been retained only by you. Unless otherwise expressly agreed in a writing signed by all parties hereto, no one other than you is authorized to rely upon the engagement of Teneo or any statements, advice, opinions, or conduct by Teneo. Except as set forth expressly herein, the parties understand and agree that there are no third- party beneficiaries of this Agreement, including partners, lenders, investors, trustees, beneficiaries, insureds, or Affiliates of the reorganized debtor, creditor committee, or any other entity. Accordingly, none of the aforementioned entities in this section shall have any right to pursue or enforce any right or remedy hereunder; to assert a Claim against Teneo; or to assert reliance in any manner on Teneo, this Agreement, or work performed hereunder.


	
	10.10
	Waiver. No failure or delay by any party to exercise any right or remedy provided under this Agreement or by law shall constitute a waiver of that or any other right or remedy, nor shall it prevent or restrict the further exercise of that or any other right or remedy, unless agreed in writing to be a waiver. No single or partial exercise of such right or remedy shall prevent or restrict the further exercise of that or any other right or remedy unless agreed in writing to be a waiver.


	
	10.11
	Amendment. No changes to this Agreement shall be effective unless agreed in writing and signed by both parties. This Agreement can be varied or terminated without any third party’s consent.


	
	10.12
	Entire Agreement. This Agreement (i) supersedes and relieves the parties from any liability which might otherwise arise in respect of any previous agreement, understanding, statement, or representation between the parties in relation to the matters dealt with in this Agreement and represents the entire Agreement between the parties on these matters; and (ii) is in full substitution and replacement for any standard terms issued by you which might otherwise be applicable. The parties and each of them acknowledge and agree that this Agreement has not been entered into in reliance on any pre-contractual statement and representations provided always that this section shall not exclude or limit any liability or any right which any party may have in respect of pre-contractual statement or representations made or given fraudulently or dishonestly or in circumstances where there has been willful concealment.


	
	10.13
	Authority to Sign. By signing this Agreement, you expressly represent and warrant that you have full and complete authority to accept these ToB, to bind the Client to every term of this Agreement, and to authorize us to provide you the Services under this Agreement.


	
	10.14
	Severance. If any provision of this Agreement, or part of any provision, is found by any court or other authority of competent jurisdiction to be invalid, illegal, or unenforceable, such provision or part-provision shall, to the extent required, be deemed modified to the minimum extent necessary to make it valid, legal, and enforceable. If such modification is not possible, the relevant provision or part-provision shall be deemed deleted. Any modification to, or deletion of, a provision or part- provision under this section shall not affect the validity and enforceability of the rest of this Agreement.


	
	10.15
	Governing Law. This Agreement shall be governed by, and construed in accordance with, the laws of the State of Delaware without regard to the provisions, policies, or principles thereof relating to choice or conflicts of law. To the extent applicable, each of the parties hereto agrees to submit any claim or dispute arising out of or related to this Agreement to the Bankruptcy Court. If the Bankruptcy Court declines to assert jurisdiction over such proceedings, then such


​
​
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​
proceedings shall be heard and determined in any state or federal court of competent jurisdiction sitting in Delaware, to whose jurisdiction each of the parties hereto hereby irrevocably submits. To the extent applicable, nothing in this section shall pertain to, or affect, the authority of the Bankruptcy Court to consider and rule upon Teneo’s applications for interim or final compensation pursuant to this Agreement.
14
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​
Certification of Principal Executive Officer
Pursuant to Exchange Act Rule 13a-14(a)/15d-14(a)
Under the Securities Exchange Act of 1934, as Amended
​
as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Guillaume Lefevre, certify that:
	
	1.
	I have reviewed this Quarterly Report on Form 10-Q for the quarter ended December 31, 2023 of Presto Automation Inc.; 


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


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


	
	4.
	The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls 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: February 20, 2024
	/s/Guillaume Lefevre

	​
	Guillaume Lefevre

	​
	Interim Chief Executive Officer

	​
	(Principal Executive Officer)


​
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​
Certification of Principal Financial Officer
Pursuant to Exchange Act Rule 13a-14(a)/15d-14(a)
Under the Securities Exchange Act of 1934, as Amended
as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Stanley Mbugua, certify that:
	
	1.
	I have reviewed this Quarterly Report on Form 10-Q for the quarter ended December 31, 2023 of Presto Automation Inc.;


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


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


	
	4.
	The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controls 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: February 20, 2024
	/s/ Stanley Mbugua

	​
	Stanley Mbugua

	​
	Interim Chief Financial Officer

	​
	(Principal Financial Officer)


​

[bookmark: prst-20231231xex32d1.htm][bookmark: ksprst20231231xex32d1]Exhibit 32.1

​
Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350
as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, I, Guillaume Lefevre, Interim Chief Executive Officer of Presto Automation Inc. (the “Company”), hereby certify, that, to my knowledge:
	
	1.
	the Quarterly Report on Form 10-Q for the quarter ended December 31, 2023 (the “Report”) of the Company fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m(a) or 78o(d)); 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: February 20, 2024
	    
	/s/ Guillaume D. Lefevre

	​
	​
	Guillaume D. Lefevre

	​
	​
	Interim Chief Executive Officer

	​
	​
	(Principal Executive Officer)


​
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Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350 
as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, I, Stanley Mbugua, Interim Chief Financial Officer of Presto Automation Inc. (the “Company”), hereby certify, that, to my knowledge:
	
	1.
	the Quarterly Report on Form 10-Q for the quarter ended December 31, 2023 (the “Report”) of the Company fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m(a) or 78o(d)); 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: February 20, 2024
	​
	/s/ Stanley Mbugua

	​
	​
	Stanley Mbugua

	​
	​
	Interim Chief Financial Officer

	​
	​
	(Principal Financial Officer)

	​
	​
	​


​
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