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Recap

e 15t public hearing (June 2018)
* Interim zoning proposal
* Oral and written testimony

« 2nd public hearing (September
2018)

e Option - investigate how to
address impacts

* Oral and written testimony




Blockchain, Data Centers,
and Cryptocurrency Mining
Operations
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Do cryptocurrency mining
operations have a potentially
broad application to all types
of blockchain processing?

What are the differences
between cryptocurrency
mining operations and

traditional data centers?
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How a blockchain works

o (2 3

A wants to send The transaction is The block is broadcast to
money to B represented online every party in the network

as a 'block’ i]

@:’@>
?

(5 L6

Those in the network The block then can be added  The money moves
approve the to the chain, which provides from Ato B
transaction is valid an indelible and transparent

record of transactions
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Consensus Mechanisms:
Proof of Work (“Mining”) vs. Proof of Stake
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First miner to solve the Validators rewarded with
puzzle rewarded with transaction fees
cryptocurrency

Miners compete W|th Negligible
| one another using computational power
computational power required

Adapted from 3iQ Research Group

* “Excessive energy consumption, issues with equal access to mining hardware, mining pool
centralization, and an emerging market of ASICs each provide a distinct motivation to make the
transition [from Proof of Work to Proof of Stake] as soon as possible.” — Ethereum developers



Public vs Private/Permissioned
Blockchains

Public blockchain (permissionless) Private blockchain (permissioned)

An open network that anybody can access,
like the bitcoin model. The preferred option of most banks.
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Example of a Permissioned Blockchain:
Vehicle Leasing

Regulator /\

1. Manufacturer
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5. Scrap Merchant [----______

Blockchain
(Shared Record of
Asset Transfer)

4. Lessee \_/ 3. Leasing Company

Adapted from Blockchain for Dummies, IBM Limited Edition, 2017



Permissioned vs. Public Blockchains —
Business Applications

e IBM: “Most business use cases require private,
permissioned blockchains.”

* Blockchain at Berkeley: “Most companies today choose to
implement blockchain solutions in private networks, which
have permissioned rather than public access to the
blockchain network.”

* Microsoft: “The issue with Proof of Work from a business
viability perspective is that it's very inefficient... Without the
computer-intensive mining process, you get much faster
transaction speeds.”



Public Blockchain Private/Permissioned
Blockchain

Access * Anyone

Participants * Permissionless
* Anonymous

Security * Consensus mechanism
* Proof of Work /
Proof of Stake

Transaction Speed °* Slow
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Permissioned
Known ldentities

Pre-approved participants
Voting/multi-party
consensus

Lighter and faster

Adapted from Xsolus Inc.
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Cryptocurrency mining operations
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Cryptocurrency Mining Operations
vs. Traditional Data Centers

Cryptocurrency Mining Operation Facebook Data Center
Wenatchee Washlngton Prineville, Oregon

Northwest News Network - DI.DR)Construction

* Building Envelope
* Security and Reliability

* Power Density



Missoula County Regulatory Options

Option 1

* Develop interim zoning to temporarily restrict
new/expanded cryptocurrency mining operations.

* Presented at June 14, 2018, public hearing

Option 2
Investigate development of regulations Ree,
to target impacts of concern (noise, 07’77@00
e-waste, energy, etc.) created by various
types of commercial and industrial uses.
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