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CNBC:
 
Last week we learned that after three years of merger discussions,
Bitfarms entered into an agreement to acquire competitor Stronghold Digital Mining.
Bitfarms says the merger will cost around $125 million
in stock and around another 50 million of debt. The deal is expected to close in Q1 of next year
after approval from regulators. What
was behind the decision to join forces with Stronghold Digital? I’m sure strengthening your U.S. footprint played into
the move,
but did the Bitcoin halving back in April have anything to do with it?
 
Ben Gagnon:
 
Yes, so there was a lot of things that came into play here. Definitely
strengthening our U.S. exposure is a big part. We’re a very international Bitcoin miner.
We’ve got over 12 sites in four different countries
in three languages, but really U.S. has been the smallest part of our portfolio. So, with this one
transaction, we’re able to increase
the size of our portfolio next year by almost 50%. We’re able to rebalance our energy portfolio towards the United
States. So, next year
we’re going to have about 65% in North America and almost half of that in the U.S. and we’re able to get a huge growth pipeline both
in
the short term as well as organic growth opportunities over the next couple of years to continue expanding in the United States. So, you
know one
transaction really ticked a lot of boxes and opportunities for us.
 
…
 
CNBC:
 
Now of course, this deal comes as M&A activity in the Bitcoin mining
space remains red hot. There have been other deals recently including between Core
Scientific and AI infrastructure startup CoreWeave.
As we’ve seen the growing trends of Bitcoin miners turning to artificial intelligence to diversify
revenue streams, given it became a
lot less profitable to mine Bitcoin Post halving. What do you think about this trend? I understand Bitfarms plans to
move into the AI
space as well. Was your acquisition of Stronghold pursued with the intent of integrating high performance computing and AI?
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Ben Gagnon:
 
Yes. So, the high-performance computing trend and the AI trend is very
powerful driver right now. What we’re looking at is how do we increase the value
of our energy portfolio and how do we maximize utility
of all of our assets? And certainly, we think HPC and AI is a great way for us to continue to expand
our presence in the data center space
and continue to get the best leverage out of everything that we have. So, when we’re looking at growth opportunities
in the United States,
we’re looking at what are the opportunities that are not only good for Bitcoin mining but are also good for HPC and AI. And with the
Stronghold
transaction, what we’ve unlocked is the potential for something really groundbreaking. The ability to create a merged HPC AI and Bitcoin
Mining data center, which will enable us to save a lot of money in terms of the CapEx build out for the HPC AI data center and also drive
a lot better
economics at the site and actually drive a more environmentally friendly HPC data center by removing the diesel generating
components that usually are in
an HPC’s data center for redundancy.
 
…
 
Ben Gagnon:
 
So, we’ve been upgrading all of our miners this year. We announced
a big transformative fleet upgrade at the end of last year, so we’ve ordered just shy of
88,000 miners that are going to be deployed this
year. About half of those have already been deployed in existing facilities. The other half is being
deployed throughout the remainder
of this year. As we look towards next year, what we’re going to be doing is continuing to build on the success that
we’ve had this year,
securing more miners to fill out the build out at Stronghold, as well as our recent Sharon, Pennsylvania site, and trying to figure out
how we incorporate HPC and AI into our portfolio of energy assets for an end of 2025 or a beginning of 2026 timeline. We think that timeline
really aligns
well with what we anticipate to be the top of the Bitcoin bull market cycle, and that’s the time when we want to have diversification
into an alternative
revenue stream like HPC and AI.
 
…
 
Ben Gagnon:
 
You know, we as a company are always open to any opportunity that’s
going to maximize value for shareholders. And so, when Riot first came to us a
couple of months ago, we started a strategic alternatives
review process. We set up a Special Committee at the board, and we looked at all sorts of different
opportunities. We ended that strategic
alternatives review process a few weeks ago when we basically came to a handshake agreement here with Stronghold
in order to facilitate
this agreement because at that point, the compelling economics of this transaction and the proforma merged company are so
compelling
that that’s what we decided to move forward with. And the board unanimously decided that was the best way to maximize value for all
shareholders.
We believe that this deal is really transformative for the Company and for all of our shareholders, not only for what this enables for
our
immediate growth and the combined aspects of this company, but what this unlocks for our growth potential next year in the years
to come.
 
This is a pivotal transaction where we’ve really committed to diversifying beyond Bitcoin mining itself, not in a way that’s going to
distract from Bitcoin
mining, but in a way that’s going to make us better Bitcoin miners. And so, you know, in addition to expanding
our U.S. portfolio with this one transaction,
we’ve also been able to diversify into energy generation, get huge access to energy trading
in the world’s, I’m sorry, the United States largest electricity
market, PJM, been able to integrate heat recycling, waste mitigation,
as well as HPC and AI into our portfolio. So, this has been a very transformative
transaction, which is going to be great for all shareholders.
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Forward-Looking Statements
 
This communication contains certain “forward-looking information”
and “forward-looking statements” (collectively, “forward-looking information”) that
are based on expectations,
estimates and projections as at the date of this communication and are covered by safe harbors under Canadian and United
States securities
laws. The statements and information in this communication regarding receipt of the approval of the shareholders of Stronghold Digital
Mining, Inc. (“Stronghold”) for the proposed acquisition (the “Transaction”) by Bitfarms Ltd. (“Bitfarms”
or the “Company”) as well as all other
applicable regulatory approvals, closing of the Transaction on a timely basis and on
the terms as announced, the benefits of the Transaction, the ability to
gain access to additional electrical power and grow the hashrate
of the Stronghold business, performance of the plants and equipment upgrades and the
impact on operating capacity including the target
hashrate to take the Stronghold business to 10 EH/s in 2025, to increase the Bitfarms energy portfolio to
950 MW by year-end 2025 and
multi-year expansion capacity up to 1.6 GW, the opportunities to leverage Bitfarms’ proven expertise to successfully
enhance energy
efficiency and hashrate, reclamation and environmental benefits in general, the synergies of the combined business, carbon capture
potential,
hashrate growth in general, energy efficiency and cost savings in general, and the benefits of the growth strategy including to merge
HPC / AI
with Bitcoin mining operations and other statements regarding future plans and objectives of the Company are forward-looking
information. Any
statements that involve discussions with respect to predictions, expectations, beliefs, plans, projections, objectives,
assumptions, future events or
performance (often but not always using phrases such as “expects”, or “does not expect”,
“is expected”, “anticipates” or “does not anticipate”, “plans”,
“budget”,
“scheduled”, “forecasts”, “estimates”, “prospects”, “believes” or “intends”
or variations of such words and phrases or stating that certain
actions, events or results “may” or “could”, “would”,
“might” or “will” be taken to occur or be achieved) are not statements of historical fact and may
be forward-looking
information.
 
This forward-looking information is based on assumptions and estimates
of management of the Company at the time they were made, and involves known
and unknown risks, uncertainties and other factors which may
cause the actual results, performance, or achievements of the Company to be materially
different from any future results, performance
or achievements expressed or implied by such forward-looking information. Such factors include, among
others, risks relating to: receipt
of the approval of the shareholders of Stronghold and the Toronto Stock Exchange for the Transaction as well as other
applicable regulatory
approvals; that the Transaction may not close within the timeframe anticipated or at all or may not close on the terms and conditions
currently anticipated by the Company for a number of reasons including, without limitation, as a result of a failure to satisfy the conditions
to closing of the
Transaction; the inability of the Company to operate the plants as anticipated following consummation of the Transaction;
failure of the equipment
upgrades to be installed and operated as planned; the availability of additional power may not occur as currently
planned, or at all; expansion may not
materialize as currently anticipated, or at all; the power purchase agreements and economics thereof
may not be as advantageous as expected; potential
environmental cost and regulatory penalties due to the operation of the Stronghold plants
which entail environmental risk and certain additional risk
factors particular to the business of Stronghold including, land reclamation
requirements may be burdensome and expensive, changes in tax credits related
to coal refuse power generation could have a material adverse
effect on the business, financial condition, results of operations and future development
efforts, competition in power markets may have
a material adverse effect on the results of operations, cash flows and the market value of the assets, the
business is subject to substantial
energy regulation and may be adversely affected by legislative or regulatory changes, as well as liability under, or any
future inability
to comply with, existing or future energy regulations or requirements, the operations are subject to a number of risks arising out of
the
threat of climate change, and environmental laws, energy transitions policies and initiatives and regulations relating to emissions
and coal residue
management, which could result in increased operating and capital costs and reduce the extent of business activities,
operation of power generation
facilities involves significant risks and hazards customary to the power industry that could have a material
adverse effect on our revenues and results of
operations, and there may not have adequate insurance to cover these risks and hazards,
employees, contractors, customers and the general public may be
exposed to a risk of injury due to the nature of the operations, limited
experience with carbon capture programs and initiatives and dependence on third-
parties, including consultants, contractors and suppliers
to develop and advance carbon capture programs and initiatives, and failure to properly manage
these relationships, or the failure of
these consultants, contractors and suppliers to perform as expected, could have a material adverse effect on the
business, prospects or
operations; the digital currency market; the ability to successfully mine digital currency; revenue may not increase as currently
anticipated,
or at all; it may not be possible to profitably liquidate the current digital currency inventory, or at all; a decline in digital currency
prices may
have a significant negative impact on operations; an increase in network difficulty may have a significant negative impact
on operations; the volatility of
digital currency prices; the anticipated growth and sustainability of hydroelectricity for the purposes
of cryptocurrency mining in the applicable
jurisdictions; the inability to maintain reliable and economical sources of power to operate
cryptocurrency mining assets; the risks of an increase in
electricity costs, cost of natural gas, changes in currency exchange rates,
energy curtailment or regulatory changes in the energy regimes in the
jurisdictions in which the Company operates and the potential adverse
impact on profitability; future capital needs and the ability to complete current and
future financings, including the Company’s
ability to utilize an at-the-market offering program (the “ATM Program”) and the prices at which securities
may be sold in
the ATM Program, as well as capital market conditions in general; share dilution resulting from the ATM Program and from other equity
issuances; volatile securities markets impacting security pricing unrelated to operating performance; the risk that a material weakness
in internal control
over financial reporting could result in a misstatement of the Company’s financial position that may lead to
a material misstatement of the annual or
interim consolidated financial statements if not prevented or detected on a timely basis; historical
prices of digital currencies and the ability to mine digital
currencies that will be consistent with historical prices; and the adoption
or expansion of any regulation or law that will prevent Bitfarms from operating
its business, or make it more costly to do so. For further
information concerning these and other risks and uncertainties, refer to the Company’s filings on
www.sedarplus.ca (which are also
available on the website of the U.S. Securities and Exchange Commission (the “SEC”) at www.sec.gov), including the
MD&A
for the year-ended December 31, 2023, filed on March 7, 2024 and the MD&A for the three and six months ended June 30, 2024 filed on
August 8,
2024. Although the Company has attempted to identify important factors that could cause actual results to differ materially
from those expressed in
forward-looking statements, there may be other factors that cause results not to be as anticipated, estimated
or intended, including factors that are
currently unknown to or deemed immaterial by the Company. There can be no assurance that such
statements will prove to be accurate as actual results
and future events could differ materially from those anticipated in such statements.
Accordingly, readers should not place undue reliance on any forward-
looking information. The Company undertakes no obligation to revise
or update any forward-looking information other than as required by law.
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Additional Information about the Merger and
Where to Find It
 
This communication relates to a proposed merger
between Stronghold and Bitfarms. In connection with the proposed merger, Bitfarms intends to file with
the SEC a registration statement
on Form F-4, which will include a proxy statement of Stronghold that also constitutes a prospectus of Bitfarms. After the
registration
statement is declared effective, Stronghold will mail the proxy statement/prospectus to its shareholders. This communication is not a
substitute
for the registration statement, the proxy statement/prospectus or any other relevant documents Bitfarms and Stronghold has
filed or will file with the SEC.
Investors are urged to read the proxy statement/prospectus (including all amendments and supplements
thereto) and other relevant documents
filed with the SEC carefully and in their entirety if and when they become available because they
will contain important information about the
proposed merger and related matters.
 
Investors may obtain free copies of the registration
statement, the proxy statement/prospectus and other relevant documents filed by Bitfarms and
Stronghold with the SEC, when they become
available, through the website maintained by the SEC at www sec.gov. Copies of the documents may also be
obtained for free from Bitfarms
by contacting Bitfarms’ Investor Relations Department at investors@bitfarms.com and from Stronghold by contacting
Stronghold’s Investor
Relations Department at SDIG@gateway-grp.com.
 
No Offer or Solicitation
 
This communication is not intended to and does
not constitute an offer to sell or the solicitation of an offer to buy, sell or solicit any securities or any proxy,
vote or approval,
nor shall there be any sale of securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration
or qualification under the securities laws of any such jurisdiction. No offer of securities shall be deemed to be made except by means
of a prospectus
meeting the requirements of Section 10 of the Securities Act of 1933, as amended.
 
Participants in Solicitation Relating to the
Merger
 
Bitfarms, Stronghold, their respective directors and certain of their
respective executive officers may be deemed to be participants in the solicitation of
proxies from Stronghold’s shareholders in respect
of the proposed merger. Information regarding Bitfarms’ directors and executive officers can be found in
Bitfarms’ annual
information form for the year ended December 31, 2023, filed on March 7, 2024, as well as its other filings with the SEC. Information
regarding Stronghold’s directors and executive officers can be found in Stronghold’s proxy statement for its 2024 annual meeting
of stockholders, filed
with the SEC on April 29, 2024, and supplemented on June 7, 2024, and in its Form 10-K for the year ended December
31, 2023, filed with the SEC on
March 8, 2024. This communication may be deemed to be solicitation material in respect of the proposed
merger. Additional information regarding the
interests of such potential participants, including their respective interests by security
holdings or otherwise, will be set forth in the proxy
statement/prospectus and other relevant documents filed with the SEC in connection
with the proposed merger if and when they become available. These
documents are available free of charge on the SEC’s website and
from Bitfarms and Stronghold using the sources indicated above.
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