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Marathon: 
Mining Investor Credulity

  We conclude that:

   MARA may have taken at least at least 
$250 million$250 million out of the company 
via overstated purchases of 
miners. We draw that conclusion 
based on interviews with mining 
companies in China.

   About 65% of the mining fleet 
MARA has ordered and made 
payments on, nearly 132,000 nearly 132,000 
machines, are not in use. machines, are not in use. The 
most recent order was 11 
months ago.

   Silvergate Bank,Silvergate Bank, historically 
MARA’s biggest source of liquidity, 
just announced that it can’t file can’t file 
its 2022 financials on timeits 2022 financials on time and 
may not be able to continue 
as a going concern. Shares fell 
about 45% on the news. That 
was just two days after  MARA MARA 
announced it could not publish announced it could not publish 
its 2022 10Kits 2022 10K as scheduled “due 
to certain accounting errors.” Yet 
the “restatement issues” MARA 

cited were not among those we 
discuss in this report. Surely the 
SEC will sit up and take notice.

   MARA’s crypto-mining business  
did not make money even when 
Bitcoin was averaging around was averaging around 
$47,500.$47,500. When bitcoin prices 
rise, investors should make 
money, but potential gains have 
consistently been lost in stock 
compensation. In 2021, stock-
based compensation was $161 $161 
mlnmln – more than net revenue – 
even as MARA lost $13 mln pre-
tax. And in 2021, MARA had just 
10 employees.

   MARA has made a series of highly highly 
questionable payments, questionable payments, awarding 
shares to a company that appears 
not to exist, paying $35.5 mln 
to a related party company 
without disclosing that company’s 
business, making huge deposits 
with service providers for unclear 
reasons, and much more.
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Date Number 
of Rigs

calculated 
price per rig = 5000

January 2018 1,300 $2,000

February 
2018

1,400 $4,142

August 2019 6,000 $681

May 2020 660

June 2020 500

July 2020  700 
MicroBT

$1,857

Q4 2020 90,000 $2,368

August 2021 30,000 $4,023

December 
2021

78,000 $11,269

Total 
purchased to 
Q4 2021

208,560

April 2022 30,000

Stated average 
price per miner 
as of 2021 10K

$6,054

Total 
purchased to 
Q3 2022

 238,560

Total 
potential 
disposals

44,104

“Active” 
February 2023 

71,000

*In January, the company reported “overclocking” to increase machine utilization.

Reported purchases of mining rigs

Source: Company reports, J Capital See Appendix for source links.

Mining is the last frontier of crypto fraud. We’ve had major frauds committed 
by the exchanges, the crypto banks, liquidity pools, and more. There was the 

mining fraud Ebang (EBON) that Hindenburg exposed, and now we have a compa-
ny with all of 25 people that claims to have bought 240,000 miners but somehow 
has deployed less than one-third of them. 
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This report is divided into four parts:

1. Missing PPE:Missing PPE: There’s a gap of over 130,000 machines between the num-
ber of rigs MARA claims to have bought and sold and the number it has 
installed. And MARA claims to have paid a price well above cost estimates 
for the machines from vendors we interviewed in China. Based on our inter-
views, we estimate overpayments of at least $250 mln.

2. Questionable assets:Questionable assets: Excessive write-downs, pre-payments, and dubious 
investments on MARA’s books could be designed to offset the overstated 
values and machines they may not have. MARA was subpoenaed by the SEC 
over its relationship with a hosting services company to which it made pay-
ments. Pre-payments on the books for machines that are undelivered at least 
nine months later are over $200 mln dollars.

3. Company background:Company background: MARA tried out minerals exploration, real estate, and 
patent management before landing on BTC mining. The company was incu-
bated by a group of financiers who have been accused by the SEC of “pump-
and-dump” stock promotion.1 MARA can’t seem to hang onto a CFO and has 
run through six Tier 3 auditors in a decade.

4. The raw deal for investors:The raw deal for investors: Sophisticated investors believe that MARA is a 
junk-stock company. Short interest in MARA is extremely high, and the debt 
– held by savvy investors – trades at a 77% discount. Massive share compen-
sation and dilution indicate that shareholders are extremely unlikely to make 
money from this stock. 

1. Missing PPE
Crypto-mining relies on servers that crunch ever-more complex equations to ex-
tract digital currency. MARA claims to have gained an edge in this energy-inten-
sive business by deploying more powerful miners with a higher hash rate, thus 
increasing the likelihood it will earn bitcoin. 

Interviews indicate that MARA is paying top dollar for machines that haven’t been 
delivered, and then even writing some down. The main thing that MARA appears 
to be mining is investor credulity.

MARA buys nearly all its machines from Bitmain, a Beijing-based company. In 
total, MARA has reported acquiring about 241,080 machines and selling or

1 https://www.sec.gov/litigation/litreleases/2020/lr24765.htm

https://www.sec.gov/litigation/litreleases/2020/lr24765.htm
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disposing 44,104. There was a large sale of equipment to a mining center called 
DCRBN, and to give MARA the benefit of the doubt, we assume that was a sale of 
14,404 mining rigs.

As of February 2, 2023, MARA reported that 71,000 miners were operating. Based on 
orders, some 65% of the proposed fleet is not yet operating. Two years ago, in March 
2021, the company said “Marathon expects all 103,120 of its miners to be deployed 
by the first quarter of 2022, at which point, the Company will be directing 10.37 EH/s 

Vendor Number of machines 

Bitmain 237,860 

MicroBT 700 

GPU servers* 2,520 

Total machines 241,080 

* Calculated number. See Appendix for detailed announcements and links.

Source: Company disclosures

Total purchases since 2018

Date Site Number of 
rigs Source 

January 
2021

Machines 
disposed

5,900 2021 10K: https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=&y
ear=2020&page=5##document-25032-0001493152-20-004558-2

Q3 2022 Hardin sale 22,000 10Q: https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=10-Q&y
ear=2022##document-25323-0001493152-22-031756-2 

Q3 2022 Machines 
disposed

1,800 10Q: https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=10-Q&y
ear=2022##document-25323-0001493152-22-031756-2 

Q2-Q3 
2022

Sale to 
DCRBN

14,404 Note: The company has never reported how many rigs it sold to DCRBN or, 
indeed, if they sold mining rigs at all. To give them the benefit of the doubt, 
we simply divide the gross proceeds - $87.2 mln - by the average cost of 
a machine that MARA reported in 2021, $6,054. DCRBN transactions are 
described in the company 10Q issued August 9, 2022: https://ir.marathondh.
com/sec-filings/all-sec-filings?form_type=10-Q&year=2022##docume
nt-25305-0001493152-22-021799-2

Total number of mining machines 
potentially disposed of

44,104

Total machines that should be 
owned by February 2023

196,976

Source: Company disclosures, J Capital

Total reported disposals

https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=&year=2020&page=5##document-25032-0001493152-20-004558-2
https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=&year=2020&page=5##document-25032-0001493152-20-004558-2
https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=10-Q&year=2022##document-25323-0001493152-22-031756-2
https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=10-Q&year=2022##document-25323-0001493152-22-031756-2
https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=10-Q&year=2022##document-25323-0001493152-22-031756-2
https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=10-Q&year=2022##document-25323-0001493152-22-031756-2
https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=10-Q&year=2022##document-25305-0001493152-22-021799-2
https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=10-Q&year=2022##document-25305-0001493152-22-021799-2
https://ir.marathondh.com/sec-filings/all-sec-filings?form_type=10-Q&year=2022##document-25305-0001493152-22-021799-2
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to the mining pool.” Somehow, the company never mentioned that it would miss this 
target.

Lest someone think the magnitude of this difference is just too great and there 
must be some mistake, MARA itself keeps telling investors about all the machines. 
In the 2021 10K, MARA reported that 199,000 miners should be “installed and 
energized” by early 2023. 

Company disclosures about miners purchased and deployed are erratic but also 
either wildly optimistic or else simply exaggerated.

March 2021: The company will have 103,120 miners installed in Q1 2022

But in June 2022, the company had 36,830 “active” miners

 -

 50,000

 100,000

 150,000

 200,000

 250,000

Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22

Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22
number of rigs 30,120 32,320 38,220 48,720 63,420 78,120 97,820 113,120 118,320 123,120 128,120 133,120 146,120 158,120 172,120 185,120 198,120

Bitmain Miners Shipped

Source: MARA 2021 10K 

8K March 16, 2021

MARA press release June 28, 2022
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In January 2023, there were 69,000 miners.

Currently, three months remain before the “middle of the fiscal year 2023,” by 
which time MARA says it expects to triple its active mining capacity.

Pre-payments
The lack of installations hasn’t stopped MARA from forking over money. 

MARA’s balance sheet pre-payments for equipment are absolutely massive. It had 
a whopping advance payment of $687.8 million on its balance sheet by end Sep-
tember 2022 to “vendors” for the receipt of more machines, $482 mln of which was 
paid in the first nine months of 2022, according to its cash flow statement. 

MARA statement January 7, 2023

Source: MARA 10Q

PR August 8, 2022
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A similar generous use of shareholders’ funds happened the previous year. At least 
$205.6 mln of advance payments made by the end of 2021 were for machines that 
had not been delivered at least nine months later. Some $260.6 mln in pre-pay-
ments were reclassified as PPE by end Q3 2022. 

Based on disclosures2, roughly 130,000 rigs should now be on the ocean or in 
warehouses, but previous MARA statements, plus interviews with Bitmain tell us 
that Bitmain miners are delivered promptly. 

With such a large number of un-utilized machines, was it really necessary to make 
those extra advance payments? 

Agreeing to overpay?
Since 2018, MARA has spent around $1.3 billion on miners purchased from Bit-
main, according to company disclosures.

But detailed interviews with Chinese manufacturers of bitcoin miners, including 
former executives of Bitmain, show that these prices are inflated. Lower prices, 
they said, were charged at the time, while MARA posted higher numbers in their 
disclosures. Bitmain formers admitted to drawing up inflated contracts for some 
clients to display to investors. Even adding in high tariffs and shipping fees, we es-

2 see Appendix for links

Source: MARA 10Q
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timate that MARA could not have paid more than $955 million for the Bitmain ma-
chines. That is around a $250 million discrepancy compared to company reports. 
Our estimate is based on interviews with two former Bitmain executives and four 
other Chinese vendors of mining rigs about the cost and terms of sale of machines 
from 2018 through 2022..

Someone close to the company told us that Bitmain signs two contracts with most 
big customers, one at a higher amount for show and one with the real purchase val-
ues. “The external contract is drawn up according to the customer’s requests,” the 
insider said. “For example, if a listed company is under financial-report pressure, 
or if it is a purchase contract for the funder, Bitmain will cooperate with them to 
quote a high price. But the actual transaction is definitely different.” 

Although there can be discounts offered when the price of miners declines, Bit-
main and others in the industry told us that Bitmain generally offers discounts in 
terms of coupons for future purchases. Those discounts were not included in our 
$955 mln estimate. It seems very likely that the gap between what MARA claimed 
to have paid and what it really paid was actually much larger than $250 mln.

The most accurate way to look at price for bitcoin miners is in terms of comput-
ing power, ie, the likelihood that the machines will obtain bitcoins. The company 
discloses 7 Exahash of computing power operating in January 2023. With 69,000 
miners operating, that means MARA was paying $59,000 per petahash/s (there are 
1,000 Phs per exahash). Currently, the rate has dropped below $17,000 per Ph/s, our 
interviewees say, but even when the market was much higher, this average looks 
much too high based on the price estimates we received.

We are not the only one to notice this discrepancy. In MARA’s Q2 earnings call, a 
Jefferies analyst noted MARA appears to be overpaying for its miners. MARA CEO 
Frederick Thiel did not dispute that MARA had paid too much in the past, saying it 
did not matter because it would cost less in future to get the miners deployed.

But despite Thiel’s optimism that it would all average out in the end, MARA is 
carrying over-priced and un-delivered machines on its books, raising its average 
cost per PH/s. 

Even BTIG, a sell-side analyst that put a $50 price target on MARA in early 2022, 
thinks MARA is overpaying for miners. Noting that in contrast to MARA paying 
around $11,000 each for rigs purchased in December 2021, BTIG wrote: “It is worth 
noting that backing into an implied cost of an S19 Pro based on the economics of 
the S19 XP points to a price of about $8.6k per rig.” 
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In other words, MARA would be overpaying by 28% for these 78,000 rigs. Apart 
from one April 2022 order, the last major orders for machines were in December 
2020 and December 2021. If MARA’s fully utilized operation is not in place un-
til mid or end 2023, many of these machines will be two years old. With ongoing 
installation delays as newer models come to market, the book value of these ma-
chines may fall while sitting idle.

Sales and write-downs of miners
As of end Q3 2022, only $169 mln in equipment was in use, with another $261 mln 
classified as “construction in progress.” Together with $688 mln of advance pay-
ments, un-utilized shareholder capital amounts to some $949 mln. Nearly $1 bln 
of shareholder capital sitting idly for extended periods plus multiple write-downs 
and questionable acquisitions is not exactly what an asset-light business model is 
meant to be about. Based on pre-payments as well as a lack of disclosure about any 
facility costs, “construction in progress” must consist mostly of purchased ma-
chines that are ready to be installed when delivered. We question whether such a 
large amount of construction in progress really exists thanks to disposals.

After asset sales and write-downs, utilized PPE was $163.9 mln at end December 
2021 and only $169.2 mln at end September 2022 on a gross basis, showing no 
meaningful net increase in utilization despite a massive machine purchase binge 
in the same period, thanks to disposals and operational disasters. 
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II. Questionable assets
We’ve found all sorts of pockets in the financial statements into which MARA has 
diverted investor cash. Here are a few:

SelectGreen Blockchain: $4 million

In 2019, MARA reported buying 6,000 Antminer machines via an asset purchase 
agreement with SelectGreen Blockchain Ltd., a British Columbia company. MARA 
paid 2,335,000 shares in a private placement, valued at a total of about $4 mln. We 
cannot find any reference to a company called SelectGreen on Google or via histori-
cal searches in Canadian corporate databases.

SelectGreen Blockchain $4

Beowulf/Liefern LLC and Lucky Liefern LLC $11.2

Hardin, MT, accelerated costs & depreciation $54.2

Compute North write offs to date $59.0

Auradine $35.5

Sub-total $163.9

Advance Payments in excess of nine months old $205.7

Total $369.6

Source: Company disclosures, J Capital

Summary questionable assets ($mln)

Source: Canada’s Business Registries 

mailto:https://beta.canadasbusinessregistries.ca/search?subject=
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A report released December 19, 2019 and since removed, for unspecified reasons, 
claimed that SelectGreen did not exist.

Beowulf/Liefern LLC and Lucky Liefern LLC:  $11.9 million

In October 2020, MARA formed a joint venture with a company called Beowulf to 
build a data center in Hardin, Montana along with an providing associated power 
plant services. MARA issued a private placement of shares to Beowulf worth $11 
mln. Just five months after completion, the company announced the facility was 
to be shut down, following a decision to go “carbon neutral”. The facility was 
written off.

In November 2021, MARA disclosed a subpoena from the SEC regarding the 
Hardin, Montana facility. The subpoena had been issued in the third quarter, but 
MARA had not disclosed this to investors until after that quarter had ended.

Both Liefern and Lucky Liefern are affiliates of Beowulf. MARA issued 6 mln 
shares, valued then at $11.2m, to them in 2020 “for the operation and servicing of 
the Hardin, MT facil-ity.” Excluded from our calculations because of inconsistencies 
in company disclosures, an additional 350,000 shares may have been issued in stag-
es to Beowulf based on reaching facility power targets. In February 2022, MARA 
issued a prospectus to sell 350,000 shares on behalf of Lucky Liefern LLC, only 
several weeks before the company announced it would abandon the Hardin facility.

Source: 

Source: MARA 10Q November 15, 2021
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MARA reported issuing shares to operators of the Hardin facility in the 2021 
Q3 report. But in the 2022 Q1 call, they were telling investors they had to 
“transition away” from Hardin. 

And so the Hardin facility in April was really limping essentially. It was oper-
ating at about 60% of capacity. So hopefully, those issues are kind of behind 
us, but I don’t think we have — believe they were behind us a number of 
times in the past, and issues keep cropping up. And uptime is very important 
to us. So we’re eager to do this transition away from Hardin and into an envi-
ronment where we can have much higher performance and uptime.

Q1 2022 conference call transcript

Source: Mara filings Q3 2021
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Hardin, MT facility exit: $54.2 mln

For the first three quarters of 2022, hosting and other related costs related to 
MARA’s exit from the Hardin, MT facility were $18.2 mln. A further $36 mln in 
accelerated infrastructure depreciation was made to vanish from the balance sheet. 
Just five months after completion, the company announced the facility was to be 
shut down.” 

ESG ate my homework: Compute North: $59 mln

MARA had an $81 mln in exposure to Compute North, a hosting center entity that 
declared bankruptcy in September 2022. So far, MARA has written off $59 mln of 
the liabilities; we expect the balance soon to be written off.

MARA invested $10 mln in convertible notes, $21 mln in promissory notes, and $50 
mln in operating deposits, totaling $81 mln, in Compute North. The primary Com-
pute North subsidiaries MARA used for hosting centers were a JV with NextEra 
and Compute North in King Mountain, McCarney, Texas and a hosting center in 
Wolf Hollow, Granbury, Texas.

In Q3 2022, MARA wrote off $31 mln in convertible and promissory notes, and $8 
mln out of a total $50 mln of deposits to Compute North. As of the most recent an-
nouncements, MARA expects only $22 mln out of the remaining $42 mln in de-
posits to be recoverable. That makes a total of $59 mln so far. Further write-downs 
can be expected.

According to Compute North bankruptcy filings, MARA’s own corporate structure 
at the respective Compute North facilities consists of two joint ventures, one of 
them 82% owned by Marathon and 18% by Compute North and the other 60-40%. 

Source: MARA 10Q Q3 2022
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MARA has not reported any write-off of its shares in the joint ventures.

The King Mountain facility, with 64,000 MARA servers, was operated by a new 
owner but had “maintenance and technical issues” according to MARA PR as of 
February 2, 2023. Neither King Mountain nor Wolf Hollow was fully operational as 
of December 2022. MARA has said the Compute North bankruptcy will not affect 
its operations, but the company entered into a new hosting agreement with Ap-
plied Digital last July 2022 nevertheless. Applied Digital is in a very tight financial 
position, and hosting risks appear high.

The $50 mln operating deposit paid to Compute North is a curious feature – why 
such a big amount? References in MARA’s 2021 10K describe $14 mln of these 
deposits as “expedite fees” for construction and supply-chain activities. Another 
$14.6 mln and $5.9 mln in deposits was given to Compute North by end 2021 as 
an upfront payment for service fees, an amount curiously similar to the $14 mln 
expedite fees. These deposits were primarily related to King Mountain and Wolf 
Hollow hosting facilities. Several months later, the total of $34.5 mln in deposit 
grew to $50 mln.

Source: Compute North bankruptcy filings

mailto:https://hashrateindex.com/blog/quantifying-compute-norths-363-asset-sale-who-bought-what-and-how-much-money-was-raised/?subject=
mailto:https://ir.marathondh.com/news-events/press-releases/detail/1289/marathon-digital-holdings-secures-hosting-capacity-to?subject=
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Source: MARA master agreement with Compute North September 2021
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Additional funding from Marathon to Compute North also came from a bridge loan 
facility for capital expenditure, for up to $67 mln albeit not all of this was drawn. 
For the amount that was lent, Marathon’s balance sheet clearly distinguishes this 
as separate loan receivable compared to deposits. Similarly, the binding letter of 
intent for the Compute North partnership clearly says the loan is exclusive of expe-
dite fees. The expedite fees themselves include both a construction/electrical pre-
mium and supply chain payments. 

Source: MARA master agreement with Compute North September 2021
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Partial payment for these Compute North deposits and loans was shown in the 
Q2 2022 filings, before the write-downs that took place during the following third 
quarter when Compute North filed for bankruptcy. 

Source: MARA master agreement with Compute North September 2021
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Now you see it 

Now you don't 

Source: MARA filings
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The expedite fees and loans make a mockery of MARA’s asset-light strategy. Fund-
ing for construction of the hosting facilities was supposed to primarily come from 
Generate Capital, not “asset light” MARA.

With the total amount of deposits reaching $50 mln by the time of Compute 
North's bankruptcy, we are wondering what the extra amounts were for.

The news flow for the Wolf Hollow facility goes from bad to worse. On February 10, 
2022, Ault Alliance, a subsidiary of BitNile, announced it was moving its Bitcoin 
miners from Wolf Hollow because “the site is no longer economically viable.” The 
Ault Alliance machines had been recently purchased, and some of the latest, most 
efficient models include S19 Antminers. MARA, with similar machines, plans to 
continue using the Wolf Hollow facility.

Auradine Inc.: $35.5 million 

In Q2 and Q3 2022, MARA invested $35.5 mln in a private company called Au-
radine Inc., whose business is not described in MARA’s filings. The Auradine web-
site says the company provides “Web3 infrastructure solutions.” MARA CEO Fred 
Thiel serves on Auradine’s board, and another Marathon board member is a 10% 
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shareholder in Auradine, according to MARA’s disclosures.

Said Ouissal, a director of the Company, owns approximately 10 % of the issued and 
outstanding shares of Auradine, and Fred Thiel, the Company’s Chairman and CEO, 
sits on Auradine’s Board of Directors.

On May 3, 2022, the Company converted $ 2.0 million from a SAFE investment into 
preferred stock while purchasing an additional $ 3.5 million of preferred stock in 
Auradine, Inc. along with entering into a commitment to acquire $ 30.0 million of 
additional shares of preferred stock. This forward contract was accounted for under 
ASC 321 as an equity security. On September 27, 2022, pursuant to the forward 
contract, the Company increased its investment in the preferred stock of Auradine, 
Inc. by $ 30.0 million, bringing its total carrying amount of investment in Auradine, 
Inc. preferred stock to $ 35.5 million with no noted impairments or other adjust-
ments (See Note 11).

Accelerated depreciation: $4.1 mln

Out of 30,000 machines at Hardin, MT, 22,000 were sold and 1,800 junked follow-
ing “accelerated depreciation” of $4.1 mln on machines reportedly no longer in 
operating condition.

Debt and Silvergate Capital (SI)
MARA owes about $50 mln to Silvergate Bank. Faced with recent huge customer 
withdrawals and the ongoing investigation for potential illegal facilitation of cryp-
to transactions, the bank reports it could go under, and if that happens, MARA will 
lose an important source of liquidity and may even have its loans called in.

There may be more losses coming down the pike. The company has a 1% convert-
ible debt of $731.3 mln on its balance sheet that investors are trading at a 77% 
discount. Additionally, MARA burned though $84 mln of cash for the first nine 
months of 2022 just in its operating cash flow, and could have much more to spend 
on top of that from investment commitments. 

Abu Dhabi Venture
MARA has a new channel for disposing of mining rigs it may or may not have. It is 
making a 20% contribution valued at some $81 mln to a new joint venture in Abu 
Dhabi, and the contribution may be in cash or “in kind.”

On January 27, 2023, Marathon Digital and FS Innovation (FSI) agreed to form 
the Abu Dhabi Global Markets company (ADGM) to set up and operate facilities 
that will mine bitcoin. The initial proposal is for two mining sites with a total of 
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250 MW capacity. The initial equity ownership in the ADGM entity will be 80% 
FSI and 20% Marathon Digital. To capitalize the venture, capital contributions are 
expected to be some $406 mln, and can consist of both cash and in-kind. FSI will 
have four directors to the board of the ADGM entity, while Marathon Digital will 
only have one. Digital assets mined by the ADGM Entity will be distributed to 
MARA and FSI twice a month in proportion to their equity interests.

According to the website Hashrate Index, digital mining machines in the class 
that MARA agreed to buy in December 2021 and December 2020 had fallen in 
equivalent price by some 85% and 59% respectively by the end of February 2023. 
While values specific to MARA Bitcoin mining machines may not exactly match 
the trends shown in this chart, the overall falling price trend is clear. Any “in kind” 
contribution of mining machines may reflect prevailing values at the time of trans-
fer to the Abu Dhabi venture and not historic cost, likely leading to a disproportion-
ate transfer of a number of machines compared to expectations and significant 
asset value write downs.
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Source: Hashrateindex.com

http://Hashrateindex.com 
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III. Company background
MARA started life exploring for vanadium and uranium. Then it went into real es-
tate, then patent management. In 2018, MARA acquired crypto miners and in 2021 
discarded the rest of the business. 

MARA has changed auditors 6x in the last decade. The current auditor is Mar-
cum and the engagement partner Sougata Banerjee. Other clients include Solar-
Max, whose former CFO brought suit against the company, claiming it engaged 
in “round trip” financial transactions.

BDO resigned as auditor when the Bit Ventures acquisition was announced. Per 
the 2017 filing, “the resignation of BDO was not recommended by the Company’s 
audit committee."

For the years 2017-2020, the no-name auditor was RBSM, which was fined in 2021 
by the PCAOB because 

“. . . the Firm violated PCAOB rules and quality control standards by failing to take 
sufficient steps from 2015 through 2018 to ensure that its system of quality control 
provided reasonable assurance that its personnel complied with applicable profes-
sional standards and the Firm’s standards of quality, despite auditing and quality 
control concerns repeatedly brought to the Firm’s attention through several PCAOB 
inspections.”

Marcum LLP took over for the fiscal year 2021. Marcum has been cited numer-
ous times by the PCAOB for poorly executed audits. In 2020, the firm was fined 
$250,000 and a disciplinary notice issued saying, among other things:

“Marcum violated PCAOB rules and standards during the Audits when it failed to 
perform appropriate procedures regarding significant unusual transactions engaged 
in by the Issuer.”

Marcum has been subject to four PCAOB disciplinary proceedings.. But even Mar-
cum expressed doubt about the MARA accounts. It wrote in the 2021 10K:

“Our report on the effectiveness of internal control over financial reporting ex-
pressed an adverse opinion because of the existence of a material weakness.”

To remediate internal control weakness, the company reported it had increased 
the number of full-time staff in key technology and financial reporting roles from 
three to 10 by end December 2021. But elsewhere in the filings, the company states 
it had only nine full-time employees for everything at end December 2021. 

mailto:https://pcaob-assets.azureedge.net/pcaob-dev/docs/default-source/enforcement/decisions/documents/105-2021-004-rbsm.pdf%3Fsfvrsn%3D9afebfe9_4?subject=
mailto:https://pcaobus.org/Enforcement/Decisions/Documents/105-2020-012-MARCUM-LLP.pdf?subject=
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With so many changes of business focus and of executives, we decided to make it 
easier for the reader by putting a timeline into charts.

2010
2011

2012
2013

2014
2015

2010: Incorporated as 
Verve Ventures

2011: Changes name 
to American Strategic 
Minerals Corporation. 
Explores  for vanadium 
and uranium.

2012: Refocused on 
acquiring, renovating, and 
selling real estate

June 1, 2012 Marathon 
Patent Group IPOs

2013: Merges with 
Cyberfone Systems

2014: Acquires the assets 
of 3 LLCs

August 2015: Merger 
agreement with Uniloc 
Australia

November 2014: Company reports 
that Phillip Frost, a frequent 
collaborator with Barry Honig who 
has also settled SEC charges of stock 
manipulation, owns 67,500 shares

January 2012: Company reports 
that Barry Honig and David Rector 
share voting power over American 
Strategic Minerals

2013: Renamed Marathon 
Patent Group. Became a 
patent troll.

Timeline: 
MARA prospected for vanadium, managed real estate, and managed patent portfolios before becoming a 
BTC miner. It’s had six different auditors in 12 years, and executives have come and gone at blinding speed. 
To make things easier to understand, we put key events into a chart.

June - November 2012: Mark 
Groussman (who later settled 
allegations by the SEC that he had 
committed fraud together with Honig)

Auditor: 
Chang 
G. Park 
CPA

Auditor: 
KBL 
LLP

Auditor: 
Singer-
Lewak 
LLP

1 

employee 

8 

employees 
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2016
2017

2018
2019

2020
2021

2022

February 2016: Merger 
agreement canceled

February 2021: Changes 
name to Marathon Digital 
Holdings

15 

employees 

3 

employees 

3 

employees 

10 

employees 

Auditor: 
BDO

Auditor: 
Marcum 

LLP

August 2017: Merrick Okamoto 
becomes chairman

December 2017: Okamoto appointed 
Interim CEO

April 2021: Okamoto becomes 
executive chairman, Fred Thiel 
appointed CEO

December 2021: Okamoto signs 
severance agreement

October 2018: Okamoto appointed 
CEO

March 2019, Frost, Honig, 
Groussman, and others settle SEC 
case alleging “microcap schemes.” 
https://www.sec.gov/litigation/litreleases/2019/
lr24431.htm

March 2020: SEC fines Michael 
Brauser, John O’Rourke, and others 
involved in MARA in a “classic pump-
and-dump scheme” 
https://www.sec.gov/litigation/litreleases/2020/
lr24765.htmes/2019/lr24431.htm

November 2017: Enters 
merger agreement with 
Global Bit Ventures 

December 2017: 
Hindenburg publishes a 
damning report on MARA

July 2018: Cancels merger 
agreement, issues 3 
million shares to GBV as a 
break fee 

Auditor:  
Russell 
Bedford 
Stefanou 
Mirchan-
dani LLP
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2020
2021

2022

March 2022: Hugh Gallagher is 
appointed Chief Financial Officer, 
with Sim Salzman being appointed as the 
Company’s Chief Accounting Officer. Salzman, 
when a senior associate of Audit Services at the 
audit firm McGladrey & Pullen LLP, had been 
named in a lawsuit alleging improper use of 
trade secrets. The case was dismissed in 2009.

March 2022: Douglas Mellinger is 
appointed director to fill the vacancy created 
by Merrick Okamoto’s departure at the end 
of 2021. Mellinger and his company PRT had 
been accused in a lawsuit of exaggerating 
the company’s prospects. The case was 
"terminated" in 2000.

March 31, 2022: Hugh Gallagher is 
appointed CFO. Sim Salzman becomes 
Chief Accounting Officer

November 21, 2022: Sim Salzman 
resigns, and John Lee is appointed Chief 
Accounting Officer 

December 13, 2020: Michael Rudolph 
resigns from all positions with the Company 
as a board member.

January 19, 2021: David Lieberman, 
formerly CFO, resigns from all positions.

March 2021: First mention that 
Simeon Salzman is CFO: Company says 
in 2020 it “Strengthened management team 
with the appointments of Simeon Salzman to 
chief financial officer and Kevin A. DeNuccio 
to board of directors.”April 26, 2021: Fred Thiel is appointed 

CEO to replace Merrick Okamoto, who 
becomes executive chairman. Okamoto lasts 
7 months.

May 20, 2021: Board member Michael 
Berg “stepped down to pursue other projects” 
and Peter Benz transitioned to vice president 
of corporate development.November 2021: Chief Accounting Officer 

appointed. Old CAO was removed in September. 
December 15, 2021: Merrick Okamoto 

“retires” as executive chairman, later receives 
about $31 million “in exchange for” releasing 
all claims against the company. 

December 27, 2021: Ashu Swami 
is appointed CTO. Between 2018 and 
Mr. Swami’s appointment, it appears the 
company did not have a CTO. Umesh Jani, 
who served as CTO 2014-17, and: David Liu, 
CTO in 2017-18, were “terminated.”

Executive Timeline
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IV. A raw deal for investors
Investors hope that they can access crypto currency gains by buying MARA 
shares. MARA executives regularly help themselves to stock-based compensation 
when bitcoin prices are high. 

Share comp accounted for $161 mln in 2021—more than net revenue of $150 mln. 
Incredibly, as of end December 2021, the company states it had only nine or 10 full 
time employees (statements are inconsistent). By December 2022, full time em-
ployees had grown to just 25. That’s a lot of stock comp per employee.

For the nine months reported in 2022, stock comp was $18.9 mln against rev-
enue of $89.3 mln. That seems more reasonable, except that the company lost a 
whopping $280 mln pre-tax, includingincluding a highly suspicious $90 mln gain on sale 
of equipment, so the underlying loss was about $370 mln. Why did management 
deserve any stock comp at all?.

What is the point of investing in this company when literally all revenue gener-
ated is taken away in stock comp? When the good times roll, any shareholder ben-
efit seems to disappear in stock comp. When there are massive losses, lower stock 
comp is hardly a comforting boon.

Despite BTC production being 20% less in the first nine months of 2022 compared 
to the full year 2021, cost of revenue - which excludes various impairments, stock 
compensation, unrealized losses, and a legal reserve - more than trebled for the 
nine-month period compared to all of 2021. Even excluding the disastrous $54.2 
mln accelerated cost recognition from the Hardin facilities exit, 2022 nine months’ 
cost of revenue was about $53.7 mln, nearly 60% higher already compared to the 
full twelve months in 2021. If idle machines, currently parked in “construction 
in progress” where there is no depreciation, are brought in to service, there may 
be further accelerated expenses or impairments to their values suffered if future 
potential cash flows generated are revised down because of lower-than-expected 
Bitcoin prices and higher operating costs in comparison to original projections. 



28

 +1 860 391 6094 March 3, 2023

MARA - The only thing Going to the Moon is Stock Compensation 
and Cost of Revenue

$150,463,770 

($33,696,103)

($160,786,028)

($41,069,369)

$71,933,945 

($13,153,785)

Revenue

Cost of re
venues

Stock compensation, gross

Other operating (expenses)/benefits

Other In
come (Loss)

Loss before income taxes
-$100,000,000

-$50,000,000

$0

$50,000,000

$100,000,000

$150,000,000

$200,000,000

FY 2021 Bitcoin Average Price $47,5000
FY 2021 Bitcoin Production 3,197

Incredibly, stock compensation 
alone exceeds revenue. When 
Bitcoin went to the moon, so 

Source: Statmuse.com, MARA disclosures

2021 MARA Stock Compensation Vs Expenses and Profitability

89,329,986 

(107,855,588)

(202,122,224)

(40,695,380)
(280,220,350)

(18,877,144)

Revenue

Cost of re
venues

Stock compensation, gross

Other operating (expenses)/benefits

Other In
come (Loss)

Loss before income taxes
-$600,000,000

-$500,000,000

-$400,000,000

-$300,000,000

-$200,000,000

-$100,000,000

$0

$100,000,000

$200,000,000 9mths YTD 2022 Bitcoin Average Price $31.613* 
9mths YTD 2022 Bitcoin Production 2,582

Bitcoin produced fell nearly 20% so 
far YTD, yet basic cost of revenue

nearly trebled compared to FY 
2021. Excluding the YTD Hardin 
exit costs of some $54.2m, the 

9mth 2022 cost of revenue was still 
nearly 60% higher compared to all

12mths of 2021.

Who wants to celebrate that stock compensation was "only" 
21% of revenue when pre tax losses were $280m?

Hardin Exit Cost

Source: Statmuse.com, MARA disclosures

9 Months 2022 YTD MARA Stock Compensation Vs Expenses and 
Profitability

http://Statmuse.com
http://Statmuse.com
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In 2020, with just $4.4 mln in revenue, the company handed out $1.2 mln in stock-
based compensation. The previous year, stock-based compensation, at $933,682, 
was 79% of revenue.

Dilution has been huge. Since end 2019 up to end Q3 2022, equity has gone from 8.5 
mln to 116 mln shares.

Meanwhile, MARA’s convertible debt is trading at 33 cents to the dollar. Clearly, 
sophisticated investors think this company is a dog.

Source: MARA 2021 10K
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Date of an-
nouncement

Announce-
ment type

Number of 
machines 

Machine 
type Vendor Price per 

machine Source Other

Jan-18 Purchase  1,300 Antminer S9 Bitmain  $2,000 S4-A: https://ir.marathondh.com/
sec-filings/all-sec-filings?form_
type=S-4%2FA&year=2018##docu-
ment-24787-0001493152-18-000975-2

Purchased by Global Bit Ventures. excluding tax

Feb-18 Purchase  1,400 Antminer S9 Bitmain  $4,142 8K Feb 15, 2018: https://ir.marathondh.
com/sec-filings/all-sec-filings?form_
type=8-K&year=2018&page=2##docu-
ment-24826-0001493152-18-002229-1

Feb-18 Installation  1,400 Antminer S10 Bitmain 8K Feb 15, 2019 Company leased 26,700 sft of a 48,600 sft facility purpose-built in Ontario. Altogether 2,700 Antminers and 1,000 GPU servers will be put into production by end Feb 2018. 
2,700 miners will produce 33 Ph/s. The 1,000 GPU servers 250 Gh/s.

Apr-18 Capacity Bitmain 8K Apr 4 2018 The combined 2,700 Bitmain Antminer S9 miners are expected to produce approximately 33 Ph/s of ASIC mining capacity in addition to GPU mining servers owned by GBV, 
comprised of 28,000 GPUs, which are capable of 630 Gh/s. The 630Gh/s number suggests an additional 2,520 GPU servers in hand.

Aug-19 Purchase  6,000 Antminer S9 Bitmain  $681 Pre-14A Sept 19, 2019: https://ir.mara-
thondh.com/sec-filings/all-sec-filings?-
form_type=PRE+14A&year=2019##docu-
ment-25016-0001493152-19-014316-1

"Done as an asset purchase agreement from SelectGreen Blockchain Ltd. On August 28, 2019, Marathon Patent Group, Inc. (the “Company”) entered into an Asset Purchase 
Agreement with SelectGreen Blockchain Ltd, a British Columbia corporation (“Seller”) to acquire 6,000 S-9 Bitmain 13.5 TH/s Bitcoin Antminers (“Antminer S9 miners”).   
2,335,000 shares to be issued in private placement ""at a price above the current market."" Price was $1.75 a share. Share issue completed mid November 2019. 
Dec 12 2019 tweet: We are releasing findings on  
@MarathonPatent 
 with their recent $4 million share deal. "

May-20 Purchase  660 S19 Pro Bitmain 10Q: https://ir.marathondh.com/
sec-filings/all-sec-filings?form_
type=&year=2020&page=5##docu-
ment-25039-0001493152-20-008746-1

Jun-20 Purchase  500 S19 Pro Bitmain June 2020 S-1: https://ir.marathondh.
com/sec-filings/all-sec-filings?form_
type=&year=2020&page=5##docu-
ment-25048-0001493152-20-012113-1

Jul-20 Purchase  700 M31S+ MicroBT $1,857 March 16, 2021 10K: https://ir.mara-
thondh.com/sec-filings/all-sec-filings?-
form_type=10-K&year=2021##docu-
ment-25157-0001493152-21-006139-1

On May 11, 2020, the Company purchased 700 new generation M305+ASIC Miners from MicroBT for approximately $1.3 million. The 700 miners produce 80/Th and will 
generate 56 PH/s (petahash) of hashing power, compared to the Company’s current S-9 production of 46 PH/s. These next generation MicroBT ASIC miners are markedly 
more energy efficient than our existing Bitmain models. These miners were delivered to the Company’s Hosting Facility in June 2020 and are producing Bitcoins.

Oct-2020 Purchase  10,000 S-19 Pro Bitmain $2,158 2020 10K

Dec-2020 Purchase  10,000 S-19j Pro Bitmain $2,377 2020 10K https://ir.marathondh.
com/sec-filings/all-sec-filings?form_
type=&year=2020&page=5##docu-
ment-25032-0001493152-20-004558-2

Dec-2020 Purchase  70,000  $2,397 2020 10K total miners 103,120

Mar-21 Shipment  10,300 S19 Pro Bitmain PR March 4, 2021: https://ir.mara-
thondh.com/news-events/press-releases/
detail/1228/marathons-bitcoin-min-
ing-fleet-to-produce-approximately

"Total miners 12,920, 1.4 Eh/s 
On February 1, 2021, Marathon announced that Bitmain had shipped approximately 4,000 S-19 Pro ASIC miners to the Company’s mining facility in Hardin, MT, all of which 
were delivered as scheduled. 
 
In addition to the initial 4,000 miners delivered to the Hardin facility in February, Bitmain recently shipped another 6,300 miners to Hardin. A portion of this new shipment 
has already been received and installations are progressing. Marathon expects all 10,300 miners to be installed by the end of March, at which point the Company’s mining 
fleet will consist of 12,920 miners generating approximately 1.4 EH/s."

16-Mar-21 Installation  3,967 https://ir.marathondh.com/news-events/
press-releases/detail/1230/marathon-re-
ports-fourth-quarter-and-fiscal-year-2020-
results

"Purchased 90,000 of the industry’s most efficient Bitcoin miners during the fourth quarter, increasing the Company’s mining fleet to approximately 103,120 miners capable 
of producing 10.37 EX/s (exahash per second) by the first quarter of 2022 
As of March 15, 2021, installed 3,697 S-19 ASIC miners at the mining facility Hardin, MT, increasing Marathon’s current active mining fleet to 5,690 miners with an addition-
al 6,641 already delivered from Bitmain and in the process of being installed"

Mar-21 On order  103,000 Bitmain Roth conference It's Merrick Okamoto. I'm Chairman and CEO of Marathon Digital Holdings. Thanks for having us today. Marathon is a pure blockchain Bitcoin mining company. We currently 
have a 103,000 Bitmain miners on order. We presently have approximately 6,000 of those installed and about 7,000 on the ground to be installed over the next six weeks. 
Marathon pivoted to be a Bitcoin mining company in late 2017, which turned out to be pretty fortuitous timing right before a significant decline. We weathered that storm 
over the last three years. And then, in spring of this year, we began an aggressive campaign to acquire Bitcoin mining machines. And when fully deployed, we'll be about 
10.37 exahash Bitcoin mining and we trade on the Nasdaq under the symbol MARA.

Aug-21 Purchase  30,000 S19j Pro Bitmain  $4,023 PR Aug 2, 2021: https://ir.marathondh.com/
news-events/press-releases/detail/1251/
marathon-digital-holdings-purchas-
es-30000-s19j-pro-bitcoin

Based on current delivery schedules, Marathon anticipates all 30,000 newly purchased miners to ship from Bitmain between January 2022 and June 2022. As a result, the 
Company’s mining operations are expected to consist of more than 133,000 Bitcoin miners, producing approximately 13.3 EH/s once all miners are fully deployed and op-
erational. If all of Marathon’s miners were deployed today, the Company’s hash rate would represent approximately 12% of the Bitcoin network’s total hash rate, which was 
approximately 109 EH/s as of August 1, 2021.

Dec-21 Purchase  78,000 S19 XP Bitmain  $11,269 8K Dec 28, 2021: https://ir.mara-
thondh.com/sec-filings/all-sec-filings?-
form_type=8-K&year=2021##docu-
ment-25258-0001493152-21-032609-1

full delivery by end 2022. Contract says the purchase price will be determined one month before a relevant batch is shipped.

Feb-22 Delivery https://ir.marathondh.com/news-events/
press-releases/detail/1275/marathon-dig-
ital-holdings-announces-bitcoin-produc-
tion-and

As of February 1, 2022, BITMAIN has delivered approximately 93,000 top-tier bitcoin miners to Marathon. 32,710 of these miners have been successfully deployed, and as a 
result, the Company’s hash rate as of February 1, 2022 was approximately 3.6 EH/s.

Aug-22 Purchase  30,000 S19 XP Bitmain Press release August 8, 2022: https://ir.mar-
athondh.com/news-events/press-releases/
detail/1292/marathon-digital-holdings-re-
ports-second-quarter-2022

Purchase made April 11, 2022

History of MARA purchases

Source: company 20F
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Disclaimer
JCapital Research LLC is a U.S.-registered company. The reports and other commentary we 
publish are for information purposes only and should not be relied upon as investment advice. 
The information provided is not a complete analysis of every material fact regarding any country, 
region, or market. Because market and economic conditions are subject to change, comments, 
opinions and analyses are rendered as of the date of this posting and may change without notice.

Opinions are intended to provide insight on macroeconomic issues and commentary is not intended 
as individual investment advice or a recommendation or solicitation to buy, sell or hold any security 
or to adopt any investment strategy.

Investments involve risk. The value of investments can go down as well as up, and investors may 
not get back the full amount invested. The information contained in these reports has not been 
reviewed in the light of your personal financial circumstances. Reliance upon the information is at 
your sole discretion.


