OTC 976 State of Oklahoma Tax Year
Formal Appeal 2026

Revised 11-2025

County Board of Equalization

Muskogee County

Mail or deliver one copy to the County Board of Equalization secretary (county clerk) and one copy to the county

assessor. Appeals must be filed within 15 calendar days of the date the decision is mailed or delivery date printed

on the county assessor’s informal hearing notice of decision.

TAXPAYER MUST ANSWER COMPLETELY - PLEASE PRINT
Personal: Residential: D Homestead Exemption: D

Agricultural: [:] Commercial: [:I Other: E:I If Other, explain in "For the following reason(s)” below.

Account Number: 510164068

Your Name (Please Print): Jeffrey Shamma

Owner’s Name (If Different): Down Quark Systems LLC

Taxpayer/Agent: Agent - BDO USA, P.C. Other (Specify):

Taxpayer/Agent Address: 2929 Allen Pkwy, FI 20

City: Houston State: T> Zip: 77019

Daytime Phone: 743.407-3718 Other Phone:

Email Address:  jshamma@bdo.com

Protested Property Address: 4800 S 24th St. W, Muskogee, OK 74401

LEGAL DESCRIPTION: School
District

3312

The County Board of Equalization will notify the protestant of the hearing date, place and time.

! The undersigned protestant appeals the action of the county assessor where the county assessor responded to the
petitioner's protest of valuation as a result of the informal hearing as required by 68 OS Sec. 2876.

Informal hearing was held on (date): __ 04/24/2026

As a result of the informal hearing decision, the assessor's stated value of $ 316,543,696 ,
was OR [ ] was not (check one) adjusted.
The assessor’s adjusted value is § _259.193,848 . (indicate N/A if no adjustment)

| am appealing the above stated value and believe the correct value to be $

For the following reason(s):
Crypto mining equipment prices are unique in such a way that original acquisition cost does not accurately reflect the market

value of the equipment. Value considers obsolescence via Replacement Cost New analysis under the market and cost

approaches.

Attach any supporting documentation, if needed.

Date: 05/07/2026

03 Protestant’s Signature:

i
Statutory provisions governing protest procedure are printed on page 2 of this form.




ACCOUNT NUMBER: 510164068

TAX YEAR: 2026

NAME: Down Quark Systems LLC (Polaris)
OPINION OF VALUE: $168,454,650

ISSUES:

e OKLAHOMA STATUTES, 2001, TITLE 68 REVENUE AND TAXATION,
Chapter 1 Tax Codes, Article 28 Ad Valorem Tax Code

2817.A. All taxable personal property, except intangible personal property, personal property
exempt from ad valorem taxation, or household personal property, shall be listed and assessed
each year at its fair cash value, estimated at the price it would bring at qifg of

( oY
—_—

e Oklahoma 2026 Business Personal Property Valuation Schedule
Discussion

Pertinent Facts

1. This appeal concerns highly specialized cryptocurrency mining equipment,
not traditional computer or office equipment.

2. ASIC mining equipment behaves differently from normal business personal
property due to 1) rapid technological obsolescence, 2) constant heavy use,
3) dependence on Bitcoin economics, and 4) extreme market price
volatility.

3. Opinion of value and taxpayer’s methodology reflects actual market
conditions as of January 1, 2026. This is derived from publicly available
information at the Hashrate Index website.

4. ASIC Miners do not depreciate in a stable or linear fashion like normal
servers/computers. Market prices fluctuate rapidly based on 1) Bitcoin



Price, 2) Mining Profitability, 3) Electricity Costs, 4) Hashrate Efficiency, and
5) the rapid release of newer technology.

. Older miners quicky lose market relevance when more efficient models are
released.

. All these factors indicate Obsolescence (Functional and
Economical/External) and is the main critical issue.

. To take into account of Obsolescence, a Replacement Cost New Less
Depreciation (RCNLD) Approach under the Cost Approach is used as it
captures modern equivalent utility and current market trends, where
standard depreciation and Reproduction Cost does not.

. Market Evidence (ASIC Price Index and Third Party Vendor pricing) support
Opinion of Value.
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Personal Property Valuation Schedule

Introduction

This schedule has been prepared by the Ad Valorem Tax Division, pursuant to 68 O.S. 2011, §
2875 A(4), to help achieve equity in the assessment of the personal property of commercial and
industrial establishments through uniform application of valuation guidelines. It is the goal of this
Division that equity be realized within and between all classes of property throughout all taxing
jurisdictions in Oklahoma.

None of the content of this schedule is intended, in any way, to relieve property
owners or assessing officials of their obligations by law to report, value, or assess
personal property at its true and full market value. Application of the valuation
guidelines, procedures, and rates contained in this publication, together with sound
judgment on the part of assessment officials, will help determine the validity of
values received from a variety of commercial operations. Methodologies contained
herein are intended only to provide the user with an approximation of value for the
personalty "typical" for that class, not an absolute value. The replacement cost less
normal depreciation tables are provided to determine estimated market value based
on adjustments to information obtained from property owners. All forms of
depreciation including physical, economic, and functional obsolescence should be
considered as applicable to arrive at current fair cash value.

This Schedule is available on the Oklahoma Tax Commission website. www.tax.ok.gov (select- Ad
Valorem, select- Publications, select Business Personal Property Valuation Schedule.)

Questions regarding the schedule, or suggestions for future schedules, may be directed to:

Oklahoma Tax Commission
Ad Valorem Division
123 Robert S. Kerr Ave
Oklahoma City, OK 73102
(405) 319-8200
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DEPRECIATION / OBSOLESCENCE

Depreciation / obsolescence is loss in value due to any cause. It is the difference
between the market value of an improvement or piece of equipment and its
reproduction or replacement cost as of the date of valuation. Depreciation is divided
into three general categories:

1. Physical depreciation is loss in values due to physical deterioration. This is most
common and usually considered as normal "wear and tear".

2. Functional obsolescence is loss in value due to lack of utility or desirability of part
or all the property, inherent to the equipment. This is a form of depreciation in which
the loss in value or usefulness of a property is caused by inefficiencies or
inadequacies inherent on the property itself, when compared to a more efficient or
less costly replacement property. Examples of functional obsolescense include but
are not limited to: old technology, overcapacity, lack of functional utility, and/or
excess operating costs.

3. External or economic obsolescence is loss in value due to causes outside the
property and independent of it. This is a form of depreciation where the loss in value
or usefulness of a property is caused by factors external to the property. Examples
of economic obsolescense include but are not limited to: inflation, loss of raw
materials and/or labor, increased costs of raw materials and/or labor, new
legislation/ordinances, reduced demand, and/or increased competition.

Functional and external depreciation / obsolescence are not directly included in the

tables and any excessive obsolescence may require special consideration separate
from the normal depreciation developed from the tables.




Our appeal will begin by briefly providing a simplified overview of what Bitcoin and Bitcoin
mining are, what kind of equipment is required to compete in the industry, and what makes
that equipment a particularly unique type of asset that cannot be valued in the same way
as typical computer or server hardware. As this is a relatively new and constantly evolving
industry, most people, assessors included, know very little about it compared to something
like restaurants-or retail stores.

The Blockchain

Bitcoin, and many similar cryptocurrencies, functions using a “proof-of-work” system that
records transaction across a distributed network of computers called the blockchain. In
simpler terms, the blockchain is a secure public list of all transactions conducted using
Bitcoin that is maintained by “Bitcoin miners”. Each batch of transactions can be seen as
the blocks, and as they are added to all of the previous blocks, they form a chain of
transactions leading back to the beginning.

Bitcoin Mining

In order to ensure that only valid blocks of transactions are recorded to the blockchain, the
system requnres a certain amount of effort, or computmg power to add each block to the

they ec A Each subsequent blockin the
chain requires more effort than the precedmg one, and since Bitcoin has been around
since 2009, the effort required for each new block is tremendous/Mining har 1

eference of the scale that we are tatking abou , Tocompeteforachanceto mlnethe
next block requnres spemalzzed hardware of which the main components are ¢Application-

ASICs

ASIC chips are computer chips manufactured for one specific application, in this case
Bitcoin mining. > '

Therefore, one of the most common metrics one encounters
when pricing ASICs is Efficiency measured in Joules per TeraHash (J/TH), or, in layman’s
terms, how much electricity does this computer chip use to compute 1 trillion hashes. A




Bitcoin miner wants to use the least possible energy to run the most possible hashes, so
the lower an ASIC’s J/TH, the more expensive it will generally be. It is not the only metric
that determines the price of ASICs, however, as prices are also directly proportional with
the price of Bitcoin and the cost of electricity as well. As a result, other commonly seen
metrics are $ per TH or Bitcoin per TH.

Unique Valuation and Pricing Factors

The vast majority of tangible personal property assets seen on Business Personal Property
returns have comparatlvely stable pnces or depremate ina predlctable linear fashionina

C : , ol | The price could be
cons:dered to be more S|m|lar to that of a commodity than to most other fixed assets.

In addition to that, this equipment is used almost non-stop from the moment it is installed
computing trillions of hashes per second, which puts considerable wear and tear on the
ASICs, physically degrading the hardware and reducing performance over time. As a result,
these assets are still subject to depreciation like other fixed assets, and at a rapid rate.

Valuation and Pricing Methodology

g e

The Cost Approach is the primary valuation method for cryptocurrency mining equipment
due to the specialized nature of the assts and limitations in reliable, consistent market

data.
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£ item wit ‘, kind, quality, and capacity. RCN

provides a clear and objectuve startmg pomt for the valuation process and serves as the
benchmark from which alldepreciation and obsolescence adjustments are measured.




In virtually every equipment appraisal, RCN functions as the foundation for determining
value, as it establishes the baseline from which adjustments for physical deterioration,
functional obsolescence, and external (economic) obsolescence are applied to arrive at an
indication of fair market value. RCN estimates may be derived directly from the market
using current vendor pricing, manufacturer quotes, or industry cost data (such as the ASIC
Price Index), ensuring that the analysis reflects current economic conditions.

Because of these influences, cryptocurrency mining equipment typically exhibits an
economic life significantly shorter than its physical life, requiring careful depreciation
adjustments.

The Market Approach is another valuation method to consider. This approach estimates
value based on recent transactions of similar mining equipment, with adjustments made
for differences in characters such as:

e Hash rate and processing power
e Energy Efficiency

e Age and Condition

e Manufacturer and Model



The Market Approach, when applicable, services as a corroborative indicator, helping
validate the reasonableness of the cost-derived value.

An important database that tracks industry pricing on ASICs is maintained by the Hashrate
Index and aptly named th-’. Per their description of the metric, “Hashrate
Index collects the price, hashrate, and electricity usage for dozens of SHA-256 miners over
time. We leverage multiple sources including forums (Bitcoin Talk, Reddit), broker-dealers
(websites, telegram channels), manufacturers' websites, and Luxor's ASIC Trading Desk.
We calculate the ASIC Price Index by averaging each unit price based on its nominal
hashrate output. We group together different ASIC models into different efficiency tiers
based on their power efficiency and display each efficiency in terms of $ per TH or BTC per
TH. Each Bitcoin mining ASIC listing we use in the index is vetted through a confidence
interval using previous index values and our proprietary algorithm.” “Metric Description”,

They divide the commonly used ASIC equipment into 4 tiers based on efficiency (J/TH):

e Under 19 J/TH (Tier 1) — These are typically cutting-edge, latest generation chips
(S21, S21 Pro, S21e XP Hydro, S21 XP Hydro)

e 19to 25 J/TH (Tier 2) - These are still considered current generation chips, but are no
longer the top of the line (S19K Pro, S19 XP, T21)

e 25to 38 J/TH (Tier 3) - These are considered mid-generation chips on the lower end
of current efficiency requirements (S19j Pro, S19 Pro)

e Qver 38 J/TH-These are outdated chips and are not relevant to our purposes, so
this tier will be excluded from future calculations

wer as follows:
e Tier1(<19J/TH)
e Tier2(19-25J/TH)

e Tier 3(25-38 J/TH)-




Replacement Cost New (RCN) Calculation

We also know what models of ASICs we have at each location, the quantity of each, how
many terahashes per second they are capable of, and the efficiency of each (J/TH). Using
these components, we can easily derive an accurate market value of the assets
(Replacement Cost New [RCN]) as of 1/1/26 that better reflects the market value
compared to the outdated acquisition cost. The below chart provides a summary of the
ASIC Price Index values of some commonly used ASIC models.

Model TH/s Efficiency | Condition ASIC Price Index $/TH

S19j Pro 102.00 29.50| Used, Hashing | $ 3.06
S19 Pro 110.00 29.50| Used, Hashing | $ 3.06
S19k Pro 120.00 23.00| Used, Hashing | $ 12.30
S19XP 141.00 21.50| Used, Hashing | $ 12.30
T21 190.00 19.00| Used, Hashing | $ 12.30
S21 200.00 17.50| Used, Hashing | $ 15.00
S21 Pro 234.00 15.00| Used, Hashing | $ 15.00
S21e XP Hydro 430.00 13.00| Used, Hashing | $ 15.00
S21 XP Hydro 473.00 12.00| Used, Hashing | $ 15.00

e S21 XPHydro
o 473 Terahashes per second
o 12 Joules per Terahash Efficiency (Tier 1)



ASIC Price Index

"
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e S21e XP Hydro
o 430 Terahashes per second
o 13 Joules per Terahash Efficiency (Tier 1)

e S21 XP Hydro runs 473 Terahashes per second, so at $15.00 per TH, the RCN of
each one of these units is ($15x 473) = $7,095.

e S21e XP Hydro runs 430 Terahashes per second, so at $15.00 per TH, the RCN of
each one of these units is ($15 x 430) = $6,450.

We also know the quantity of ASICs at this location for each one of these models:

e S21 XP Hydro - 33,210 units
e S21e XP Hydro-779 units

Therefore, the total Replacement Cost New at the Polaris location for each model is:

e S21 XP Hydro - 33,210 units at $7,095 per unit = $235,624,950
e S21e XP Hydro - 779 units at $6,450 per unit = $5,024,550
e Grand Total RCN of $240,649,500

Avisual representation of the above calculations is below:

Replacement Cost
Model # of Units TH/Second $/TH New per Unit Total RCN
S21 XP Hydro 33,210 473 $ 15.00 | $ 7,095 | $ 235,624,950
S21e XP Hydro 779 430 $ 15.00 | $ 6,450 | $ 5,024,550




From here, we need to apply depreciation using the state of Oklahoma’s depreciation
schedule, pictured below:

Secuon X
Jaresacy 2026

DEPRECIATION-FIXTURES AND EQUIPMENT
ECONOMIC LIFE DEPRECIATION - PERCENT GOOD

Effect? Typical Life Expectancy in Years
AceN. 5 6 7 8 ¢ 10 11 13 14 135 16 17 18 20 25 28.5 30

12
1 70 85 87 89 90 91 92 93 9™ 94 95 95 26 96 96 97 98 g8 98
2 0 6% 73 78 79 82 84 86 87 88 89 80 91 91 92 93 95 96 97
3 30 52 7 62 67 72 78 78 80 82 84 85 86 87 88 90 83 94 95
4 20 34 41 48 54 61 68 70 73 75 77 79 81 82 83 86 90 91 93
£ 23 30 37 43 51 58 62 8é 89 7 73 75 77 79 82 87 89 91
6 20 23 28 33 41 49 54 58 82 85 68 71 73 75 78 84 86 83
7 20 23 26 33 39 45 50 54 58 82 65 68 70 74 81 83 85
8 20 2 28 30 37 43 47 51 55 58 62 65 70 78 80 84
¢ 20 2 24 30 36 41 45 49 83 57 &0 65 75 78 82
10 20 21 5 2 34 33 43 47 $1 54 &0 " 74 79
11 20 2 23 29 33 37 42 48 49 $5 €8 7t 76
12 20 22 25 28 31 38 40 44 50 84 68 74
13 20 22 24 % 31 35 3% 45 &0 54 "
14 20 22 23 27 31 34 40 56 81 68
15 20 21 24 28 31 35 52 57 €5
i6 20 22 25 27 31 48 $3 &1
17w 20 21 23 27 44 50 s8
18 20 n 24 39 45 54
19 20 2 34 41 51
20 2t 30 37 47
2 20 28 34 43
2 % 32 40
23 . 28 29 37
24 23 27 34
P 22 28 3
6 20 23 28
7 20 25
28 23
29 2
30 21
31 20

Due to the previously mentioned rate of physical deterioration and obsolescence, these
assets should be on a 3-year schedule.

All of the assets at this location were placed in service in 2025, giving them all an effective
age of 1 year (70% Good).

Replacement Cost
Model # of Units TH/Second $/TH New per Unit Total RCN % Good Replacement Cost New Less Depreciation
S21XP Hydro 33,210 473 $ 15.00 | § 7,095 |$ 235,624,950 70% $ 164,937,465
S21e XP Hydro 77 4230 $ 15.00 | $ 6,450 | § 5,024,550 70% $ - 3,517,185




This approach is the most effective means we have of determining the actual fair market
value of assets of this type and this location as of the January 1% lien date and is more
capable of accounting for the multitude of confounding factors unique to this industry than

the orginal acquisiton cost U VEIURNETSUPPOR ISP We COuIU CAICuIaTEIe

Actual pricing information has been obtained from @ASICVendors thatequipmentias)
(GBS PUCASE M e PaSAS O FEbTUAION 2028, These 3 vendors ar Bitasics,

JSBit, and Luxor. We will be taking the average of the 3 prices for the purposes of this
exercise. A chart containing this information is below:

Model TH/s | Efficiency | Condition Bitasics $/TH | JSBit $/TH | Luxor $/TH | Average $/TH [Average Price per Unit
S19j Pro 102.00 29.50] Used, Hashing | § 080 | $ 080 $ 0.85]$ 082 $ 83.30
S19Pro 110.00 29.50| Used, Hashing | $§ 0.80 $ 0.80 | $ 0.80 | $ 88.00
S19k Pro 120.00 23.00| Used, Hashing | § 200 $ 270 $ 250 | $ 240 | $ 288.00
S19XP 141.00 21.50| Used, Hashing | $ 240 | $ 290 $ 260 $ 263 $ 371.30
T21 190.00 19.00| Used, Hashing | $ 3201 $ 4.00 | $ 350 $ 3.57| $ 677.67
S21 200.00 17.50| Used, Hashing | § 5.00 $ 500 $ 500] $ 1,000.00
S21Pro 234.00 15.00] Used, Hashing | $ 810 $ 950 | $ 9.00$ 8.87 | $ 2,074.80
S21e XP Hydro |430.00 13.00] Used, Hashing | $ 10.00 $ 10.00 | $ 10.00 | $ 4,300.00
S21 XP Hydro  |473.00 12.00| Used, Hashing | § 11.00 | § 11.50 | $ 11.25 | $ 1125 $ 5,321.25

When comparing these prices to the January 1% ASIC Price Index values, you can see that
the price per terahash dropped by over 25% in just over one month. Using these new prices
to calculate the Replacement Cost New gives us the following results:

e S21XP Hydro - 33,210 units at $5,321.25 per unit=$176,718,712.50
e S21e XP Hydro - 779 units at $4,300 per unit = $3,349,700




09°295°982°L1 $ _ 00'0EL'VSO'YYT  $.| €TP890°08T $ | 85S'v1Z0C $ | 0S9'VSP'89T $ | 00S'6v9°0VZ $ | vvZ'see’Le $ | 6T6'9L2'0LE $ suejod
BNIBA PISSASSY IBIA-E o._zom_ 8]qe} JesA-g 0TONY M3N 1500 Juswiade)day jejol 8N|EA PaSSassy JBaA-E QINOY| 91qe) JedA-€ QTONY MaN 1500 Juswiaoejday |ej0]| anjeA pasapuay | 1509 1euidL0 uopeso]
920Z/01/2 40 se 3ulod Jopuap 9Z0Z/T/T 0 S€ Xapuj 8311d DISY 2195010590 10
10X 3 UGS ‘SOISYIE :SI0PUSA DISY JURIRLIP € JO B3LIBAE U 1B S801id “J313 Aauaioyje Aq padnois i H.mm“... 2 oazsh._ﬂunﬁux AR
\ OISV BUluIW UI00Yg SNOJIeA JO H Jad 3011d JUBLIND 3Y] $308)§31 XapU| 331d DISY 8yl 30 awn je 9o}1d aseY2INd 519914911509 JeUBLO

0S9VS¥H891¢ :amen jo uoiuido 0ag




