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A new strategy, a new capital-allocation question

Canton Strategic Holdings, Inc. had recently changed both its business focus and its name.
Formerly Tharimmune, the company began trading as CNTN in February 2026 after launching a
Canton Coin (CC) treasury strategy in November 2025. Its stated plan combines holding CC,
operating as a Super Validator on the Canton Network, offering services to network participants,
and investing in ecosystem applications. The board had authorized up to $50 million of share
repurchases in June, but the program did not require the company to buy any shares. No
repurchases had occurred through June 30. (P01-P04)

On August 14, the company reported its first quarter of revenue under the new strategy.
Revenue was $1.496 million, including $1.305 million largely from locking-as-a-service (LaaS)
and $191,226 from Super Validator and validator rewards. These operations were new.
Validator rewards were paid in CC, and Laa$S contracts could compensate Canton Strategic in
CC, a share of customer rewards, or equity grants. The reported revenue therefore did not
represent a comparable amount of freely available cash. (P01-P02)

The capital-allocation tension was visible on the balance sheet. At June 30, Canton Strategic
reported $37.2 million of cash and 3.714 billion CC units with a fair value of $523.4 million and
cost basis of $584.1 million. The company used $59.6 million of cash to purchase digital assets
in the first half of 2026 and reported a $38.7 million unrealized loss on digital assets during that
period. CC’'s market value could change, and a substantial CC position was not equivalent to
cash for payroll or repurchases. (P01)

A program that remains optional

The board’s June authorization set a maximum of $50 million. The repurchase agreement
allowed open-market purchases, but the program did not obligate Canton Strategic to
repurchase any shares; its timing and amount would depend on available capital, performance,
market conditions and other factors. The authorization was therefore an available option, not a
declared capital return. (P03)

The comparison with cash sharpens the question. The full $50 million authorization was about
1.34 times the $37.2 million cash balance reported at quarter-end. That is a scale comparison,
not a current cash forecast: the balance sheet is dated June 30, while the decision cutoff is
August 14. Management said it believed available resources could fund anticipated operating
and working-capital needs through at least June 2027. It also warned that adverse
capital-market conditions could limit access to equity financing on acceptable terms. (P01)
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First-half cash flows show why token marks, operating burn and financing should be kept
separate. The company used $9.9 million in operating activities in total, of which $5.4 million
related to continuing operations. Investing cash use was $60.6 million, chiefly CC purchases and
collateral for CC-denominated options. Financing activities provided $91.2 million, largely from
equity offerings and ATM sales, net of costs. Those flows occurred during a rapid strategy
transition; they do not establish a sustainable run rate. (PO1)

Canton Strategic had access to a shelf and ATM program, but issuing shares to fund purchases
or operations dilutes shareholders. During the first half, it sold 9.1 million shares through the
2025 and March 2026 ATM agreements for approximately $39.2 million net. Its January offering
generated about $52.7 million net. The 10-Q cover reported about 79.7 million shares
outstanding as of August 13. The equity channel offered flexibility, not guaranteed future
funding. (P01)

Token holdings connect the balance sheet to the operating model

Canton Strategic’s approved Super Validator weight was 15 as of June 30, but its active weight
was 0.5. It expected the remaining weight to unlock in tranches through the first quarter of
2028 after specified deliverables and Canton Foundation approvals. Part of the program also
required maintaining CC holdings at or above an applicable threshold. The expected schedule
was conditional; neither the timing nor the related future revenue was guaranteed. (P01-P02)

LaaS launched in April. Canton Strategic locks its own CC in a separately identified wallet so a
Super Validator or Featured Application can satisfy network requirements, while the company
retains legal and beneficial ownership. In exchange, the company may receive a stated amount
of CC, part of a customer’s network rewards, or equity in the customer. Management said most
LaaS customers paid in CC. This model may support token rewards and network relationships,
but revenue can be noncash and locked balances remain subject to contract terms. (PO1)

The company had also begun selling collateral-secured put options on CC. It posted $1.0 million
of collateral in the first half. Those options introduced additional market exposure; they were
not equivalent to a cash reserve or a guaranteed return. (P01)

The sale of the legacy clinical-stage biotech subsidiary Gravitas closed on July 17. The
consideration was a $3.5 million unsecured promissory note bearing 15% payment-in-kind
interest, due July 17, 2029, plus contingent development milestone payments. It was not $3.5
million in cash available to fund a buyback. (P02, PO5)

A constructed board-policy question

The public record does not disclose a pending board decision to use the authorization or a
specific share-value threshold. For this teaching exercise, assume the management team is
asked to recommend a policy for the unused program: Should Canton Strategic begin
repurchasing shares, preserve the authorization for later, or release capital only in
stages after explicit liquidity and operating gates? These alternatives are constructed for
analysis, not disclosed company proposals.

A repurchase could return capital and reduce share count if shares were attractively priced. Yet
the cutoff record supplies no independent per-share value, no target cash minimum, and no
quantified return hurdle for CC, LaaS or ecosystem investments. The company’s substantial
token position could provide strategic exposure and support Super Validator eligibility, but it
also concentrates balance-sheet value in a volatile asset. Cash preserves operating flexibility;
continued equity issuance can replenish it but dilutes ownership. Each route has a cost that
does not appear in a single earnings figure.
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Exhibits

Exhibit 1. Capital position at and before the cutoff

Iltem

Cash and cash equivalents, June 30

Canton Coin holdings, June 30

Share repurchase authorization

H1 operating cash use

H1 investing cash use

H1 financing cash provided

Management liquidity view

Disclosed amount / status

$37.242m

3.714bn CC; fair value $523.354m;
cost basis $584.065m

Up to $50m; no obligation; zero
repurchased through June 30

$9.873m total; $5.425m continuing
operations

$60.586m, including $59.586m
purchases of digital assets and
$1.000m option collateral

$91.245m

Sufficient for anticipated operating
and working-capital needs through at
least June 2027

Decision relevance

Liquid cash balance at quarter-end;
not a decision-date cash forecast.

CC's fair value is volatile and does not
equal cash available for operations.

Discretionary program; authorization
is not a scheduled outflow.

Historical transition-period flow; not a
forecast.

Prior cash deployment included CC
purchases and collateral.

Primarily equity financing and ATM
proceeds, net of costs.

Management expectation, not a
guarantee or a specified buyback
reserve.

Sources: PO1-P03. Amounts in U.S. dollars. H1 refers to the six months ended June 30, 2026.

Exhibit 2. Early operating evidence and network participation

Measure

Total revenue

LaaS “Other revenue”

Validator revenue

GAAP net loss

Adjusted EBITDA

Unrealized CC loss

Super Validator weight
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Q2 2026 result / status

$1.496m

$1.305m, largely from LaaS

$0.191m

$19.255m total

$(0.820)m

$23.736m

15 approved; 0.5 active

Qualification

First revenue quarter under the
digital-asset treasury strategy.

Contract payments vary; can include
CC, reward shares or equity.

CC rewards; noncash consideration.

Continuing-operations loss per share
was $0.08; discontinued operations
were reported separately.

Non-GAAP measure.

Q2 fair-value change, not the same as
operating cash use.

Remaining weight expected to unlock
through Q1 2028 subject to
milestones, approval and CC-holding
conditions.



Sources: PO1-P02. Management'’s projected Super Validator schedule is forward-looking and

conditional.

Exhibit 3. Capital-allocation routes for the classroom decision

Route

Use the authorization now

Preserve the option

Stage repurchases behind gates

Prioritize CC/network deployment

Potential case

Share repurchases may be attractive
if the stock is undervalued and
reduce outstanding shares.

Retain liquid funds for operating and
working-capital needs while more
service revenue and validator
milestones become observable.

Use only residual cash after a defined
reserve and fund repurchases only
when valuation and operating
conditions are met.

Retain CC to preserve strategic
exposure, Super Validator eligibility
and service capacity; invest in
application/network opportunities as
they are identified.

Main constraint to test

The public record has no independent
share-value estimate; $50m exceeds
June 30 cash; execution could require
later cash, financing or asset sales.

Deferring repurchases gives up a
possible opportunity if the shares are
undervalued; management’s June
2027 runway view is not a cash-flow
guarantee.

Requires a credible reserve rule and
valuation method that the public
record does not provide.

CC is volatile; network return and
project-level investment hurdles are
undisclosed; LaaS/validator revenue
is early and can be noncash.

The alternatives are analytical constructions from disclosed uses of capital. They do not imply
an announced plan to repurchase shares, sell CC, or make a specific ecosystem investment.

Assignment

Recommend a capital-allocation policy for the unused repurchase authorization as of August 14,

2026. Address:

1. Whether to execute, defer or stage repurchases, and what conditions should govern the

decision.

2. How much liquid cash should be protected for operations and working capital, and what
information is needed to set that floor.

3. Whether and how CC holdings, Super Validator milestones, LaaS and network investment

affect the policy.

4. How the company should treat future equity issuance when it is also considering

repurchases.

5. Which operating, liquidity and valuation indicators would trigger a change in policy.

Use only cutoff-eligible information. Separate cash from CC fair value, market-price changes
from operating performance, GAAP loss from non-GAAP adjusted EBITDA, and
continuing-operations EPS from total net loss. Identify assumptions explicitly. Do not assume a
particular CC price, share value, buyback yield or project return; the case does not disclose

those inputs.

Source note
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* PO1: Q2 2026 Form 10-Q, accepted August 14, 2026 at 9:30:37 a.m. ET.

* P02: Q2 2026 results release, distributed August 14 at 9:00 a.m. ET; also filed as an exhibit to
the issuer’s after-close 8-K.

* P03: June 2026 share repurchase authorization 8-K, accepted June 16, 2026.
* P04: FY2025 Form 10-K, accepted March 31, 2026.

* PO5: Gravitas sale 8-K, filed July 23, 2026.
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https://www.sec.gov/Archives/edgar/data/1861657/000149315226038044/form10-q.htm
https://www.prnewswire.com/news-releases/canton-strategic-holdings-inc-releases-second-quarter-2026-financial-and-operational-results-302851838.html
https://www.sec.gov/Archives/edgar/data/1861657/000149315226028822/form8-k.htm
https://www.sec.gov/Archives/edgar/data/1861657/000149315226013861/form10-k.htm
https://www.sec.gov/Archives/edgar/data/1861657/000149315226034340/form8-k.htm

