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Part I - Financial Information
Item 1. Financial Statements

STRONGHOLD DIGITAL MINING, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
March 31, 2023 December 31, 2022
ASSETS:
Cash and cash equivalents 6,353,973 § 13,296,703
Digital currencies 672,852 109,827
Accounts receivable 4,742,092 10,837,126
Inventory 4,700,832 4,471,657
Prepaid insurance 3,541,898 4,877,935
Due from related parties 74,107 73,122
Other current assets 1,354,955 1,975,300
Total current assets 21,440,709 35,641,670
Equipment deposits 5,422,338 10,081,307
Property, plant and equipment, net 158,366,684 167,204,681
Operating lease right-of-use assets 1,581,400 1,719,037
Land 1,748,440 1,748,440
Road bond 211,958 211,958
Security deposits 348,888 348,888
TOTAL ASSETS 189,120,417 $ 216,955,981
LIABILITIES:
Accounts payable 14,847,939 $ 27,540,317
Accrued liabilities 7,112,648 8,893,248
Financed insurance premiums 2,806,538 4,587,935
Current portion of long-term debt, net of discounts and issuance fees 995,145 17,422,546
Current portion of operating lease liabilities 613,657 593,063
Due to related parties 1,612,515 1,375,049
Total current liabilities 27,988,442 60,412,158
Asset retirement obligation 1,036,575 1,023,524
Warrant liabilities 2,846,548 2,131,959
Long-term debt, net of discounts and issuance fees 58,208,207 57,027,118
Long-term operating lease liabilities 1,067,654 1,230,001
Contract liabilities 277,397 351,490
Total liabilities 91,424,823 122,176,250
COMMITMENTS AND CONTINGENCIES (NOTE 10)
REDEEMABLE COMMON STOCK:
Common Stock — Class V; $0.0001 par value; 34,560,000 shares authorized; 26,057,600 and 26,057,600
shares issued and outstanding as of March 31, 2023, and December 31, 2022, respectively. 15,499,219 11,754,587
Total redeemable common stock 15,499,219 11,754,587
STOCKHOLDERS’ EQUITY (DEFICIT):
Common Stock — Class A; $0.0001 par value; 685,440,000 shares authorized; 41,046,186 and 31,710,217
shares issued and outstanding as of March 31, 2023, and December 31, 2022, respectively. 4,105 3,171
Series C convertible preferred stock; $0.0001 par value; 23,102 shares authorized; 21,572 and 0 shares
issued and outstanding as of March 31, 2023, and December 31, 2022, respectively. 2 —
Accumulated deficits (290,848,496) (240,443,302)
Additional paid-in capital 373,040,764 323,465,275
Total stockholders' equity 82,196,375 83,025,144
Total redeemable common stock and stockholders' equity 97,695,594 94,779,731
TOTAL LIABILITIES, REDEEMABLE COMMON STOCK AND STOCKHOLDERS' EQUITY 189,120,417 $ 216,955,981

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



STRONGHOLD DIGITAL MINING, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)
Three Months Ended
March 31, 2023 March 31, 2022
OPERATING REVENUES:
Cryptocurrency mining $ 11,297,298 $ 18,204,193
Energy 2,730,986 9,044,392
Cryptocurrency hosting 2,325,996 67,876
Capacity 859,510 2,044,427
Other 52,425 20,762
Total operating revenues 17,266,215 29,381,650
OPERATING EXPENSES:
Fuel 7,414,014 10,019,985
Operations and maintenance 8,440,923 10,520,305
General and administrative 8,468,755 11,424,231
Depreciation and amortization 7,722,841 12,319,581
Loss on disposal of fixed assets 91,086 44,958
Realized gain on sale of digital currencies (326,768) (751,110)
Impairments on digital currencies 71,477 2,506,172
Impairments on equipment deposits — 12,228,742
Total operating expenses 31,882,328 58,312,864
NET OPERATING LOSS (14,616,113) (28,931,214)
OTHER INCOME (EXPENSE):
Interest expense (2,383,913) (2,911,453)
Loss on debt extinguishment (28,960,947) —
Changes in fair value of warrant liabilities (714,589) —
Changes in fair value of forward sale derivative — (483,749)
Other 15,000 20,000
Total other income (expense) (32,044,449) (3,375,202)
NET LOSS $ (46,660,562) $ (32,306,416)
NET LOSS attributable to noncontrolling interest (18,119,131) (18,897,638)
NET LOSS attributable to Stronghold Digital Mining, Inc. $ (28,541,431) $ (13,408,778)
NET LOSS attributable to Class A common shareholders:
Basic $ (0.65) $ (0.66)
Diluted $ (0.65) $ (0.66)
Weighted average number of Class A common shares outstanding:
Basic 43,756,137 20,206,103
Diluted 43,756,137 20,206,103

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



STRONGHOLD DIGITAL MINING, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(UNAUDITED)

Three Months Ended March 31, 2023

Noncontrolling Redeemable

Convertible Preferred Preferred Common A
Series C Series A Acc d Additional Paid-in
Shares Amount Shares Amount Shares Amount Deficit Capital Stockholders’ Equity
Balance — January 1, 2023 . — — % — 31,710,217 $ 3,171 $ (240,443,302) $ 323,465,275 $ 83,025,144
Net loss attributable to Stronghold Digital Mining,
Inc. — — — — — — (28,541,431) — (28,541,431)
Net loss attributable to noncontrolling interest — — — — — — (18,119,131) — (18,119,131)
Maximum redemption right valuation [Common V
Units] — — — — — — (3,744,632) — (3,744,632)
Stock-based compensation — — — — — — — 2,449,324 2,449,324
Vesting of restricted stock units — — — — 508,319 51 — (51) —
Warrants issued and outstanding — — — — — — — 1,739,882 1,739,882
Exercised warrants — — — — 5,002,650 501 — (228) 273
Issuance of Series C convertible preferred stock 23,102 2 — — — — — 45,386,944 45,386,946
Conversion of Series C convertible preferred stock (1,530) — — — 3,825,000 382 — (382) —
Balance — March 31, 2023 21,572 $ 2 — 8 — 41,046,186  $ 4,105 $ (290,848,496) $ 373,040,764  $ 82,196,375

Three Months Ended March 31, 2022

Noncontrolling Redeemable

Convertible Preferred Preferred Common A
Series C Series A Acc d Additional Paid-in
Shares Amount Shares Amount Shares Amount Deficit Capital Stockholders’ Equity
Balance — January 1, 2022 — % — 1,152,000 $ 37,670,161 20,016,067 $ 2,002 $ (338,709,688) $ 241,872,747  $ (59,164,778)
Net loss attributable to Stronghold Digital Mining,
Inc. — — — — — — (13,408,778) — (13,408,778)
Net loss attributable to noncontrolling interest — — — (771,800) — — (18,125,838) — (18,897,638)
Maximum redemption right valuation [Common V
Units] — — — — — — 128,348,397 — 128,348,397
Stock-based compensation — — — — — — — 1,150,000 1,150,000
Vesting of restricted stock units — — — — 4,810 — — — —
Warrants issued and outstanding — — — — — — — 2,592,995 2,592,995
Balance — March 31, 2022 — 8 — 1,152,000 $ 36,898,361 20,020,877 $ 2,002 $ (241,895,907) $ 245,615,742 $ 40,620,198

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



CASH FLOWS FROM OPERATING ACTIVITIES:

Net loss

Adjustments to reconcile net loss to cash flows from operating activities:

Depreciation and amortization
Accretion of asset retirement obligation
Loss on disposal of fixed assets
Change in value of accounts receivable
Amortization of debt issuance costs
Stock-based compensation
Loss on debt extinguishment
Impairments on equipment deposits
Changes in fair value of warrant liabilities
Changes in fair value of forward sale derivative
Forward sale contract prepayment
Other
(Increase) decrease in digital currencies:
Mining revenue
Net proceeds from sales of digital currencies
Impairments on digital currencies
(Increase) decrease in assets:
Accounts receivable
Prepaid insurance
Due from related parties
Inventory
Other assets
Increase (decrease) in liabilities:
Accounts payable
Due to related parties
Accrued liabilities

Other liabilities, including contract liabilities

NET CASH FLOWS USED IN OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of property, plant and equipment

Equipment purchase deposits - net of future commitments
NET CASH FLOWS USED IN INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES:

Repayments of debt

Repayments of financed insurance premiums

Proceeds from debt, net of issuance costs paid in cash

Proceeds from exercise of warrants

NET CASH FLOWS (USED IN) PROVIDED BY FINANCING ACTIVITIES
NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS - END OF PERIOD

STRONGHOLD DIGITAL MINING, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

Three Months Ended
March 31, 2023 March 31, 2022
(46,660,562) (32,306,416)
7,722,841 12,319,581
13,051 6,084
91,086 44,958
1,002,750
34,517 881,463
2,449,324 2,592,995
28,960,947
— 12,228,742
714,589
— 483,749
— 970,000
(12,139)
(12,921,075) (18,204,193)
12,286,573 12,247,300
71,477 2,506,172
4,959,865 410,525
1,336,037 1,852,595
(68,436) (864,624)
(229,175) (179,774)
(296,265) (37,242)
(1,390,895) (410,917)
237,466 68,647
(1,518,296) 1,227,709
(125,146) (55,742)
(3,341,466) (4,218,388)
(13,738) (38,157,218)
— (6,482,000)
(13,738) (44,639,218)
(1,836,925) (9,290,668)
(1,750,874) (1,832,149)
— 53,671,001
273
(3,587,526) 42,548,184
(6,942,730) (6,309,422)
13,296,703 31,790,115
6,353,973 $ 25,480,693

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



STRONGHOLD DIGITAL MINING, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

NATURE OF OPERATIONS

Stronghold Digital Mining, Inc. ("Stronghold Inc." or the "Company") is a low-cost, environmentally beneficial, vertically integrated crypto asset mining
company currently focused on mining Bitcoin and environmental remediation and reclamation services. The Company wholly owns and operates two coal
refuse power generation facilities that it has upgraded: (i) the Company's first reclamation facility located on a 650-acre site in Scrubgrass Township,
Venango County, Pennsylvania, which the Company acquired the remaining interest of in April 2021, and has the capacity to generate approximately 83.5
megawatts (“MW?”) of electricity (the "Scrubgrass Plant"); and (ii) a facility located near Nesquehoning, Pennsylvania, which the Company acquired in
November 2021, and has the capacity to generate approximately 80 MW of electricity (the "Panther Creek Plant, and collectively with Scrubgrass Plant, the
"Plants"). Both facilities qualify as an Alternative Energy System because coal refuse is classified under Pennsylvania law as a Tier II Alternative Energy
Source (large-scale hydropower is also classified in this tier). The Company is committed to generating energy and managing its assets sustainably, and the
Company believes that it is one of the first vertically integrated crypto asset mining companies with a focus on environmentally beneficial operations.

Stronghold Inc. operates in two business segments — the Energy Operations segment and the Cryptocurrency Operations segment. This segment
presentation is consistent with how the Company's chief operating decision maker evaluates financial performance and makes resource allocation and
strategic decisions about the business.

Energy Operations

The Company operates as a qualifying cogeneration facility (“Facility”) under the provisions of the Public Utilities Regulatory Policies Act of 1978 and
sells its electricity into the PJM Interconnection Merchant Market ("PJM") under a Professional Services Agreement (“PSA”) with Customized Energy
Solutions (“CES”), effective July 27, 2022. Under the PSA, CES agreed to act as the exclusive provider of services for the benefit of the Company related
to interfacing with PJM, including handling daily marketing, energy scheduling, telemetry, capacity management, reporting, and other related services for
the Plants. The initial term of the agreement is two years, and then will extend automatically on an annual basis unless terminated by either party with 60
days written (or electronic) notice prior to the current term end. The Company’s primary fuel source is waste coal which is provided by various third
parties. Waste coal tax credits are earned by the Company by generating electricity utilizing coal refuse.

Cryptocurrency Operations

The Company is also a vertically-integrated digital currency mining business. The Company buys and maintains a fleet of Bitcoin mining equipment and
the required infrastructure and provides power to third-party digital currency miners under power purchase and hosting agreements. The digital currency
mining operations are in their early stages, and digital currencies and energy pricing mining economics are volatile and subject to uncertainty. The
Company’s current strategy will continue to expose it to the numerous risks and volatility associated with the digital mining and power generation sectors,
including fluctuating Bitcoin-to-U.S.-Dollar prices, the costs and availability of miners, the number of market participants mining Bitcoin, the availability
of other power generation facilities to expand operations, and regulatory changes.

NOTE 1 - BASIS OF PRESENTATION

The unaudited condensed consolidated balance sheet as of March 31, 2023, the unaudited condensed consolidated statements of operations, stockholders'
equity and cash flows for the three months ended March 31, 2023, and 2022, have been prepared by the Company. In the opinion of management, all
adjustments, consisting of only normal and recurring adjustments necessary to present fairly the financial position, results of operations and cash flows for
the periods presented, have been made. The results of operations for the three months ended March 31, 2023, are not necessarily indicative of the operating
results expected for the full year.

The condensed consolidated financial statements should be read in conjunction with the Company's Annual Report on Form 10-K for the year ended
December 31, 2022. Certain information and footnote disclosures normally included in the annual financial statements, prepared in accordance with
accounting principles generally accepted in the United States of America ("GAAP"), have been condensed or omitted. Certain reclassifications of amounts
previously reported have been made to the accompanying condensed consolidated financial statements in order to conform to current presentation.



Additionally, since there are no differences between net income (loss) and comprehensive income (loss), all references to comprehensive income (loss)
have been excluded from the condensed consolidated financial statements.

Cash and Cash Equivalents

As of March 31, 2023, cash and cash equivalents includes $900,000 of restricted cash, which represents a continuous bond in place of $400,000 to mitigate
fees charged by customs brokerage companies associated with importing miners and a $500,000 letter of credit required to finance the Company's directors
and officers insurance policy.

Reclassification

During the first quarter of 2023, the Company revised its accounting policy to reclassify the presentation of imported power charges. Imported power
charges are now recorded within fuel expenses, whereas they were previously netted against energy revenue. Prior periods have been reclassified to
conform to the current period presentation. The reclassification increased 2022 energy revenues and fuel expenses as shown in the table below. The
reclassification had no impact on net operating income (loss), earnings per share or equity.

Three Months Ended
March 31, 2022 June 30, 2022 September 30, 2022 December 31, 2022
Energy revenues - previously disclosed $ 8,362,801 $ 7,129,732  $ 11,454,016 $ 14,247,688
Reclassification: imported power charges 681,591 561,494 1,617,878 1,329,753
Energy revenues - restated $ 9,044,392 $ 7,691,226  $ 13,071,894 $ 15,577,441
Fuel expenses - previously disclosed $ 9,338,394 $ 8,626,671 $ 8,466,588 $ 2,348,457
Reclassification: imported power charges 681,591 561,494 1,617,878 1,329,753
Fuel expenses - restated $ 10,019,985 $ 9,188,165 $ 10,084,466 $ 3,678,210

Recently Implemented Accounting Pronouncements

In September 2016, the Financial Accounting Standards Board issued ASU 2016-13, Financial Instruments — Credit Losses, which adds a new impairment
model, known as the current expected credit loss ("CECL") model, that is based on expected losses rather than incurred losses. Under the new guidance, an
entity recognizes an allowance for its estimate of expected credit losses at the initial recognition of an in-scope financial instrument and applies it to most
debt instruments, trade receivables, lease receivables, financial guarantee contracts, and other loan commitments. The CECL model does not have a
minimum threshold for recognition of impairment losses and entities will need to measure expected credit losses on assets that have a low risk of loss.
Since the Company is a smaller reporting company, as defined by the U.S. Securities and Exchange Commission (the "SEC"), the new guidance became
effective on January 1, 2023. The Company adopted ASU 2016-13 effective January 1, 2023, but the adoption of ASU 2016-13 did not have an impact on
the Company's consolidated financial statements.

Recently Issued Accounting Pronouncements

There have been no recently issued accounting pronouncements applicable to the Company.

NOTE 2 - DIGITAL CURRENCIES

As of March 31, 2023, the Company held an aggregate amount of $672,852 in digital currencies comprised of unrestricted Bitcoin. Changes in digital
currencies consisted of the following for the three months ended March 31, 2023, and 2022:

March 31, 2023

March 31, 2022

Digital currencies at beginning of period 109,827 $ 10,417,865
Additions of digital currencies 12,921,075 18,204,193
Realized gain on sale of digital currencies 326,768 751,110
Impairment losses (71,477) (2,506,172)
Proceeds from sale of digital currencies (12,613,341) (12,998,410)

Digital currencies at end of period 672,852 $ 13,868,586




NOTE 3 - INVENTORY

Inventory consisted of the following components as of March 31, 2023, and December 31, 2022:

March 31, 2023 December 31, 2022
Waste coal $ 4,267,308 $ 4,147,369
Fuel oil 60,913 143,592
Limestone 372,611 180,696
Inventory $ 4,700,832 $ 4,471,657

NOTE 4 - EQUIPMENT DEPOSITS

Equipment deposits represent contractual agreements with vendors to deliver and install miners at future dates. The following details the vendor, miner
model, miner count, and expected delivery month(s).

In March 2022, the Company evaluated the MinerVa Semiconductor Corp ("MinerVa") equipment deposits for impairment under the provisions of ASC
360, Property, Plant and Equipment. As a result of the evaluation, the Company determined an indicator for impairment was present under ASC 360-10-35-
21. The Company undertook a test for recoverability under ASC 360-10-35-29 and a further fair value analysis in accordance with ASC 820, Fair Value
Measurement. The difference between the fair value of the MinerVa equipment deposits and the carrying value resulted in the Company recording an
impairment charge of $12,228,742 in the first quarter of 2022 and an additional $5,120,000 in the fourth quarter of 2022, as summarized in the table below.

The following table details the total equipment deposits of $5,422,338 as of March 31, 2023:

Total Transferred to Equipment
Vendor Model Count Delivery Timeframe Commitments PP&E [A] Impairment Sold Deposits
MinerVa MinerVa MV7 15,000 Oct 21 - TBD $ 68,887,550 $ (37,415,271) $ (17,348,742)  $ (8,701,199) $ 5,422,338
Totals 15,000 $ 68,887,550 $ (37,415,271) $ (17,348,742) $ (8,701,199) $ 5,422,338

[A] Miners that are delivered and physically placed in service are transferred to a fixed asset account at the respective unit price as defined in the agreement.

NOTE 5 - PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consisted of the following as of March 31, 2023, and December 31, 2022:

Useful Lives

(Years) March 31, 2023 December 31, 2022

Electric plant 10 - 60 $ 66,490,600 $ 66,295,809
Strongboxes and power transformers 8-30 54,588,284 52,318,704
Machinery and equipment 5-20 18,131,977 18,131,977
Rolling stock 5-7 261,000 261,000
Cryptocurrency machines and powering supplies 2-3 86,481,239 81,945,396
Computer hardware and software 2-5 17,196 17,196
Vehicles and trailers 2-7 659,133 659,133
Construction in progress Not Depreciable 11,099,409 19,553,826
Asset retirement cost 10 - 30 580,452 580,452
238,309,290 239,763,493

Accumulated depreciation and amortization (79,942,606) (72,558,812)
Property, plant and equipment, net $ 158,366,684 $ 167,204,681

Construction in progress consists of various projects to build out the cryptocurrency machine power infrastructure and is not depreciable until the asset is
considered in service and successfully powers and runs the attached cryptocurrency machines. Completion of these projects will have various rollouts of
energized transformed containers and are designed to



calibrate power from the plant to the container that houses multiple cryptocurrency machines. Currently, the balance of $11,099,409 as of March 31, 2023,
represents open contracts for future projects.

Depreciation and amortization expense charged to operations was $7,722,841 and $12,319,581 for the three months ended March 31, 2023, and 2022,
respectively, including depreciation of assets under finance leases of $133,382 and $94,262 for the three months ended March 31, 2023, and 2022,
respectively.

The gross value of assets under finance leases and the related accumulated amortization approximated $2,890,665 and $1,207,473 as of March 31, 2023,
respectively, and $2,890,665 and $1,074,091 as of December 31, 2022, respectively.

NOTE 6 - ACCRUED LIABILITIES

Accrued liabilities consisted of the following as of March 31, 2023, and December 31, 2022:

March 31, 2023 December 31, 2022

Accrued legal and professional fees $ 886,370 $ 1,439,544
Accrued interest 2,992 1,343,085
Accrued sales and use tax 5,430,197 5,150,659
Other 793,089 959,960

Accrued liabilities $ 7,112,648 $ 8,893,248
NOTE 7 - DEBT
Total debt consisted of the following as of March 31, 2023, and December 31, 2022:

March 31, 2023 December 31, 2022

$499,520 loan, with interest at 2.49%, due December 2023. $ 97,779 $ 124,023
$499,895 loan, with interest at 2.95%, due July 2023. 88,694 121,470
$517,465 loan, with interest at 4.78%, due October 2024. 296,898 339,428
$585,476 loan, with interest at 4.99%, due November 2025. 472,196 513,334
$431,825 loan, with interest at 7.60%, due April 2024. 99,610 121,460
$58,149,411 Credit Agreement, with interest at 10.00% plus SOFR, due October 2025. 54,370,570 56,114,249
$33,750,000 Convertible Note, with interest at 10.00%, due May 2024. — 16,812,500
$92,381 loan, with interest at 1.49%, due April 2026. 71,903 79,249
$64,136 loan, with interest at 11.85%, due May 2024. 33,018 39,056
$196,909 loan, with interest at 6.49%, due May 2024. 172,684 184,895
$3,500,000 Promissory Note, with interest at 7.50%, due October 2025. 3,500,000 —

Total outstanding borrowings $ 59,203,352 $ 74,449,664

Current portion of long-term debt, net of discounts and issuance fees 995,145 17,422,546

Long-term debt, net of discounts and issuance fees $ 58,208,207 $ 57,027,118

WhiteHawk Refinancing Agreement

On October 27, 2022, the Company entered into a secured credit agreement (the “Credit Agreement”) with WhiteHawk Finance LLC ("WhiteHawk") to
refinance an existing equipment financing agreement, dated June 30, 2021, by and between Stronghold Digital Mining Equipment, LLC and WhiteHawk
(the “WhiteHawk Financing Agreement”), effectively terminating the WhiteHawk Financing Agreement. Upon closing, the Credit Agreement consisted of
$35.1 million in term loans and $23.0 million in additional commitments.

The financing pursuant to the Credit Agreement (such financing, the “WhiteHawk Refinancing Agreement”) was entered into by Stronghold Digital Mining
Holdings, LLC ("Stronghold LLC"), as Borrower (in such capacity, the “Borrower”), and is secured by substantially all of the assets of the Company and
its subsidiaries and is guaranteed by the Company and each of its material subsidiaries. The WhiteHawk Refinancing Agreement requires equal monthly
amortization payments resulting in full amortization at maturity. The WhiteHawk Refinancing Agreement has customary representations, warranties and
covenants including restrictions on indebtedness, liens, restricted payments and dividends, investments, asset sales and similar covenants and contains
customary events of default.



On February 6, 2023, the Company, Stronghold LLC, as borrower, their subsidiaries and WhiteHawk Capital Partners LP ("WhiteHawk Capital"), as
collateral agent and administrative agent, and the other lenders thereto, entered into an amendment to the Credit Agreement (the “First Amendment”) in
order to modify certain covenants and remove certain prepayment requirements contained therein. As a result of the First Amendment, amortization
payments for the period from February 2023 through July 2024 will not be required, with monthly amortization resuming July 31, 2024. Beginning June
30, 2023, following a five-month holiday, Stronghold LLC will make monthly prepayments of the loan in an amount equal to 50% of its average daily cash
balance (including cryptocurrencies) in excess of $7,500,000 for such month. The First Amendment also modified the financial covenants to (i) in the case
of the requirement of the Company to maintain a leverage ratio no greater than 4.0:1.00, such covenant will not be tested until the fiscal quarter ending
September 30, 2024, and (ii) in the case of the minimum liquidity covenant, modified to require minimum liquidity at any time to be not less than: (A) until
March 31, 2024, $2,500,000; (B) during the period beginning April 1, 2024, through and including December 31, 2024, $5,000,000; and (C) from and after
January 1, 2025, $7,500,000. The Company was in compliance with all applicable covenants under the WhiteHawk Refinancing Agreement as of March
31, 2023.

The borrowings under the WhiteHawk Refinancing Agreement mature on October 26, 2025, and bear interest at a rate of either (i) the Secured Overnight
Financing Rate ("SOFR") plus 10% or (ii) a reference rate equal to the greater of (x) 3%, (y) the federal funds rate plus 0.5% and (y) the term SOFR rate
plus 1%, plus 9%. Borrowings under the WhiteHawk Refinancing Agreement may also be accelerated in certain circumstances.

Convertible Note Exchange

On December 30, 2022, the Company entered into an exchange agreement with the holders (the “Holders”) of the Company’s Amended and Restated 10%
Notes (the “Notes”), providing for the exchange of the Notes (the “Exchange Transaction”) for shares of the Company’s newly-created Series C
Convertible Preferred Stock, par value $0.0001 per share (the “Series C Preferred Stock”). On February 20, 2023, the Exchange Transaction was
consummated, and the Notes were deemed paid in full. Approximately $16.9 million of principal amount of debt was extinguished in exchange for the
issuance of the shares of Series C Preferred Stock. As a result of this transaction, the Company incurred a loss on debt extinguishment of approximately
$29 million for the three months ended March 31, 2023.

On February 20, 2023, in connection with the consummation of the Exchange Transaction, the Company entered into a Registration Rights Agreement with
the Holders (the “Registration Rights Agreement”) whereby it agreed to, among other things, (i) file within two business days following the filing of the
Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2022, a resale registration statement (the “Resale Registration Statement™)
with the SEC covering all shares of the Company’s Class A common stock issuable upon conversion of the Series C Preferred Stock or upon exercise of the
pre-funded warrants that may be issued in lieu of Class A common stock upon conversion of the Series C Preferred Stock, and (ii) to cause the Resale
Registration Statement to become effective within the timeframes specified in the Registration Rights Agreement.

Bruce & Merrilees Promissory Note

On March 28, 2023, the Company and Stronghold LLC entered into a settlement agreement (the “B&M Settlement”) with its electrical contractor, Bruce &
Merrilees Electric Co. (“B&M”). Pursuant to the B&M Settlement, B&M agreed to eliminate an approximately $11.4 million outstanding payable in
exchange for a promissory note in the amount of $3,500,000 (the "B&M Note") and a stock purchase warrant for the right to purchase from the Company
3,000,000 shares of Class A common stock (the "B&M Warrant"). The B&M Note has no definitive payment schedule or term. Pursuant to the B&M
Settlement, B&M released ten (10) 3000kva transformers to the Company and fully cancelled ninety (90) transformers remaining under a pre-existing order
with a third-party supplier. The terms of the B&M Settlement included a mutual release of all claims. Simultaneous with the B&M Settlement, the
Company and each of its subsidiaries entered into a subordination agreement with B&M and WhiteHawk Capital pursuant to which all obligations,
liabilities and indebtedness of