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INDUSTRY AND MARKET DATA

Although we are responsible for all disclosure contained in this Annual Report on Form 10-K, in some cases we have relied on certain
market and industry data obtained from third-party sources that we believe to be reliable. Market estimates are calculated by using
independent industry publicationsin conjunction with our assumptions regarding the digital asset industry and market. While we are not
aware of any misstatements regarding any market, industry or similar data presented herein, such data involves risks and uncertainties
and is subject to change based on various factors, including those discussed under the headings “Forward-Looking Statements’ and
“Item 1A. Risk Factors’ in this Annual Report.

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains “forward-looking statements’ with respect to the financial conditions, results of operations,
plans, objectives, future performance and business of Grayscale Digital Large Cap Fund LLC (the “Fund”). Statements preceded by,
followed by or that include words such as “may,” “might,” “will,” “should,” “expect,” “plan,” “anticipate,” “believe,” “estimate,”
“predict,” “potential” or “continue,” the negative of these terms and other similar expressions are intended to identify some of the
forward-looking statements. All statements (other than statements of historical fact) included in this Annual Report that address
activities, events or developmentsthat will or may occur in the future, including such matters as changesin market prices and conditions,
the Fund’ s operations, the plans of Grayscale Investments, LL C (the “Manager”) and references to the Fund’ s future success and other
similar matters are forward-looking statements. These statements are only predictions. Actual events or results may differ materially
from such statements. These statements are based upon certain assumptions and analyses the Manager made based on its perception of
historical trends, current conditions and expected future devel opments, aswell as other factors appropriate in the circumstances. Whether
or not actual results and developments will conform to the Manager’ s expectations and predictions, however, is subject to a number of
risks and uncertainties, including, but not limited to, those described in “Item 1A. Risk Factors.” Forward-looking statements are made
based on the Manager’s beliefs, estimates and opinions on the date the statements are made and neither the Fund nor the Manager is
under a duty or undertakes an obligation to update forward-looking statements if these beliefs, estimates and opinions or other
circumstances should change, other than as required by applicable laws. Investors are therefore cautioned against relying on forward-
looking statements. Factors which could have amaterial adverse effect on the Fund’ sbusiness, financial condition or results of operations
and future prospects or which could cause actual resultsto differ materially from the Fund' s expectations include, but are not limited to:

» theextreme volatility of trading prices that many digital assets, including the Fund Components, have experienced in
recent periods and may continue to experience, which could have a material adverse effect on the value of the Shares,

» therecentness of the development of digital assets and the uncertain medium-to-long term value of the Shares dueto a
number of factors relating to the capabilities and development of blockchain technologies and to the fundamental
investment characteristics of digital assets;

» thevalue of the Shares depending on the acceptance of digital assets, a new and rapidly evolving industry;

» thevalue of the Sharesrelating directly to the value of the digital assets then held by the Fund, the value of which may
be highly volatile and subject to fluctuations due to a number of factors;

» theunregulated nature and lack of transparency surrounding the operations of Digital Asset Exchanges, which may
adversely affect the value of digital assets and, consequently, the value of the Shares;

» thelimited history of the Digital Asset Reference Rate;

» risksrelated to the COVID-19 outbreak, which could negatively impact the value of the Fund' s holdings and
significantly disrupt its operations;

» thelack of an ongoing redemption program due to the holding period under Rule 144, and the Fund’ s ability to halt
creations from time to time, resulting in the lack of an arbitrage mechanism to keep the value of the Shares closely
linked to the Digital Asset Reference Rates,

e thepossibility that the Shares may trade at apricethat is at, above or below the Fund’ s Digital Asset Holdings per Share
as aresult of the non-current trading hours between OTCQX and the Digital Asset Exchange Market;

» regulatory changes or actions by the U.S. Congress or any U.S. federal or state agencies that may affect the value of the
Shares or restrict the use of one or more digital assets, mining activity or the operation of their networks or the Digital
Asset Exchange Market in a manner that adversely affects the value of the Shares;

» changesin the policies of the U.S. Securities and Exchange Commission (the “SEC") that could adversely impact the
value of the Shares;

»  regulatory changes or actionsin foreign jurisdictions that may affect the value of the Shares or restrict the use of one or
more digital assets, mining activity or the operation of their networks or the Digital Asset Exchange Market in a manner
that adversely affects the value of the Shares;



» thepossibility that an Authorized Participant, the Fund or the Manager could be subject to regulation as a money service
business or money transmitter, which could result in extraordinary expenses to the Authorized Participant, the Fund or
the Manager and also result in decreased liquidity for the Shares;

e regulatory changes or interpretations that could obligate the Fund or the Manager to register and comply with new
regulations, resulting in potentially extraordinary, nonrecurring expenses to the Fund;

» the Fund's shareholders having different rights than those of shareholders governed by the laws of U.S. jurisdictions due
to the Fund being a Cayman Islands limited liability company;

» potentia delaysin mail reaching the Manager when sent to the Fund at its registered office;

* possible requirements for the Fund to disclose information, including information relating to investors, to regulators;

» potentia conflicts of interest that may arise among the Manager or its affiliates and the Fund,;

» thepotential discontinuance of the Manager’ s continued services, which could be detrimental to the Fund,

» the Custodian’s possible resignation or removal by the Manager, which would trigger early termination of the Fund; and

» additional risk factors discussed in Part I, Item 1A “Risk Factors’ and Part 11, Item 7 “Management’ s Discussion and
Analysis of Financial Condition and Results of Operations” of this Annual Report on Form 10-K, as well asthose
described from time to time in our future reports filed with the SEC.

" ow

Unless otherwise stated or the context otherwise requires, the terms “we,
acting on behalf of the Fund.

our” and “us’ in this Annua Report refer to the Manager
A glossary of industry and other defined termsisincluded in this Annual Report, beginning on page 104.

This Annual Report supplements, and where applicable amends, the Memorandum, as defined in the Fund’s Second Amended and
Restated Limited Liability Company Agreement, for general purposes.
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PART |
Item 1. Business

Overview of the Fund and the Shares

The Fund is a Cayman Idlands limited liability company that was formed on January 25, 2018. The Fund’s purpose isto hold the
top digital assets by market capitalization that meet certain criteria set by the Fund. The Fund issues Shares, which represent equal,
fractional undivided interests in the profits, losses, distributions, capital and assets of, and ownership of, the Fund, on a periodic basis
to certain “accredited investors” within the meaning of Rule 501(a) of Regulation D under the Securities Act of 1933, as amended (the
“Securities Act”). The Fund issues Shares only in one or more whole Baskets. A Basket equals 100 Shares. See “—Description of
Creation of Shares.”

Shares purchased in the private placement are restricted securities that may not be resold except in transactions exempt from
registration under the Securities Act and state securities laws, and any such transaction must be approved in advance by the Manager.
In determining whether to grant approval, the Manager will specifically look at whether the conditions of Rule 144 under the Securities
Act, including the requisite holding period thereunder, and any other applicable laws have been met. Any attempt to sell Shares without
the approval of the Manager in its sole discretion will be void ab initio. See “—Description of the Shares—Transfer Restrictions’ for
more information.

Pursuant to Rule 144, once the Fund has been subject to the reporting requirements of Section 13 under the Exchange Act for a
period of 90 days, the minimum holding period for Shares purchased in the private placement will be shortened from one year to six
months. As a result, Shares purchased in the private placement will be able to have their transfer restriction legends removed sooner.
Because the rate at which Shares are qualified for public trading on OTCQX will increase, the number of Shares being sold by investors
onto OTCQX may increase as well. Any increase in the number of Shares trading on OTCQX may cause the price of the Shares on
OTCQX to decline. In addition, the shortened holding period may increase demand for the Shares in the private placement, which may
further increase the number of Shares being sold by investors onto OTCQX after they have been held for the holding period.

The Shares are quoted on OTCQX under the ticker symbol “GDLC.” Shareholders that purchased Shares directly from the Fund
and have held them for the requisite holding period in accordance with Rule 144 under the Securities Act may sell their Shares on
OTCQX upon receiving approval from the Manager. Investors may also choose to purchase Shares on OTCQX. Shares purchased on
OTCQX are not restricted. We intend to seek to list the Shares on NY SE Arca sometime in the future. Any such listing will require
NY SE Arcato first receive approval from the SEC. Asaresult, there can be no guarantee that we will be successful in listing the Shares
on NY SE Arca. See “Item 1A. Risk Factors—Risk Factors Related to the Fund and the Shares—There is no guarantee that an active
trading market for the Shares will continue to develop.”

At thistime, the Fund is not operating a redemption program for the Shares and therefore Shares are not redeemabl e by the Fund.
In addition, the Fund may from time to time halt creations for extended periods of time, for avariety of reasons, including in connection
with forks, airdrops and other similar occurrences. As a result of these factors in addition to the holding period under Rule 144,
Authorized Participants are not able to take advantage of arbitrage opportunities created when the market value of the Shares deviates
from the value of the Fund's Digital Asset Holdings per Share, which may cause the Shares to trade at a substantial premium over, or
substantial discount to, the value of the Fund’' s Digital Asset Holdings per Share.

Subject to receipt of regulatory approval from the Securities and Exchange Commission (the“ SEC”) and approva by the Manager
inits sole discretion, the Fund may in the future operate a redemption program. Because the Fund does not believe that the SEC would,
at thistime, entertain an application for thewaiver of rulesneeded in order to operate an ongoing redemption program, the Fund currently
has no intention of seeking regulatory approval from the SEC to operate an ongoing redemption program. Further, the Fund is registered
and regulated as a private fund under the Private Funds Act, 2020 of the Cayman Islands. The Cayman Islands Monetary Authority (the
“Authority”) has supervisory and enforcement powers to ensure the Fund' s compliance with the Private Funds Act. Before the Fund is
able to effect open redemptions as an open-ended Fund, it will be required to meet the requirements of, and register with, the Authority
and be regulated as a mutual fund under the Mutual Funds Law, 2020 of the Cayman Islands. Even if such relief is sought in the future,
no assurance can be given as to the timing of such relief or that such relief will be granted. If such relief is granted and the Manager
approves aredemption program, the Shareswill be redeemabl e in accordance with the provisions of the LL C Agreement and the relevant
Participant Agreement. Although the Manager cannot predict with certainty what effect, if any, the operation of a redemption program
would have on the trading price of the Shares, a redemption program would allow Authorized Participants to take advantage of arbitrage
opportunities created when the market value of the Shares deviates from the value of the Fund’ s digital assets, less the Fund’ s expenses
and other liahilities, which may have the effect of reducing any premium at which the Shares trade on OTCQX over such value or cause
the Shares to trade at a discount to such value from time to time.

For adiscussion of risks relating to the deviation in the value of the Shares from the Digital Asset Holdings per Share, see “Item
1A. Risk Factors—Risk Factors Related to the Fund and the Shares—Because of the holding period under Rule 144, the lack of an



ongoing redemption program and the Fund's ability to halt creations from time to time, there is no arbitrage mechanism to keep the
value of the Shares closely linked to the Digital Asset Reference Rates and the Shares have historically traded at a substantial premium
over, or substantial discount to, the Digital Asset Holdings per Share,” “Item 1A. Risk Factors—Risk Factors Related to Digital Assets—
The trading prices of many digital assets, including the Fund Components, have experienced extreme volatility in recent periods and
may continue to do so. Extreme volatility in the future, including further declines in the trading prices of digital assets could have a
material adverse effect on the value of the Shares and the Shares could lose al or substantially all of their value,” “Item 1A. Risk
Factors—Risk Factors Related to Digital Asset Markets—The value of the Shares relates directly to the value of the digital assets then
held by the Fund, the value of which may be highly volatile and subject to fluctuations due to a number of factors,” “Item 1A. Risk
Factors—Risk Factors Related to Digital Asset Markets—Due to the unregulated nature and lack of transparency surrounding the
operations of Digital Asset Exchanges, they may experience fraud, security failures or operational problems, which may adversely affect
the value of digital assets and, consequently, the value of the Shares,” and “Item 1A. Risk Factors—Risk Factors Related to the Fund
and the Shares—The Shares may trade at a price that is at, above or below the Fund' s Digital Asset Holdings per Share as a result of
the non-current trading hours between OTCQX and the Digital Asset Exchange Market.”

On July 21, 2020, the Fund registered with the Cayman Islands Monetary Authority under the Private Funds Act (reference
number: 1688783).

I nvestment Objective

The Fund’ s investment objectiveis for the value of the Shares (based on Digital Asset Holdings per Share) to reflect the value of
the Fund Components held by the Fund as determined by reference to their respective the Digital Asset Reference Rates and weightings
within the Fund, lessthe Fund’ s expenses and other liabilities. The Fund seeksto hold Fund Componentsthat have market capitalizations
that collectively constitute at |east 70% of the market capitalization of the entire digital asset market (the “ Target Coverage Ratio”). The
Fund intends to hold a market capitalization-weighted portfolio that will be reviewed for rebalancing on a quarterly basis to meet the
Target Coverage Ratio. We refer to the percentage of the total U.S. dollar value of the aggregate Fund Components at any time that is
represented by tokens of a particular Fund Component as such Fund Component’ s “Weighting.”

The Fund values its digital assets for operational purposes by reference to Digital Asset Reference Rates. The Digital Asset
Reference Rate for each Fund Component at any time isthe Index Price for such Fund Component, if the Reference Rate Provider inits
sole discretion determines that it is able to determine such Index Price, or if not, the Indicative Price for such Fund Component as of
4:00 p.m., New Y ork time, on the most recent business day, as determined by the Reference Rate Provider.

* TheIndicative Price is a volume-weighted average price in U.S. dollars for the Fund Component for the immediately
preceding 24-hour period derived from data collected from Digital Asset Exchanges trading such Fund Component
selected by the Reference Rate Provider (each, a“ Constituent Exchange”).

» The Index Price is determined by the Reference Rate Provider based on the corresponding Indicative Price through a
process in which trade data is cleansed and compiled in such a manner as to algorithmically reduce the impact of
anomalistic or manipulative trading. This is accomplished by adjusting the weight of each data input based on price
deviation relative to the observable set, aswell as recent and long-term trading volume for such Fund Component at each
venue relative to the observable set. The Reference Rate Provider isableto calculate the Index Pricefor aparticular Fund
Component if the Reference Rate Provider determines in its sole discretion that sufficient current and historical trade
data inputs exist for such Fund Component in order to generate such Index Price using the Reference Rate Provider’s
algorithms.

Asof June 30, 2021, the Digital Asset Reference Rate for each Fund Component is an Index Price. See“Overview of the Digital
Asset Industry and Market—Fund Component Value— Digital Asset Reference Rates.”

To date, the Fund has not met its investment objective and the Shares quoted on OTCQX have not reflected the value of Fund
Components, less the Fund’ s expenses and other liabilities, but have instead traded at both premiums and discounts to such value, which
at times have been substantial. In the event the Shares trade at a substantial premium or discount, investors who purchase Shares on
OTCQX will pay substantially more or less, respectively, for their Shares than investors who purchase Sharesin the private placement.
There can be no assurance that the value of the Shares (based on Digital Asset Holdings per Share) will reflect the value of the Fund
Components as determined by reference to their respective Digital Asset Reference Rates and Weightings, less the Fund' s expenses and
other liabilities. This may happen for a variety of reasons, including the holding period under Rule 144 for Shares purchased in the
private placement, the lack of an ongoing redemption program, any halting of creations by the Fund, Fund Component price volatility,
trading volumes on, or closures of, exchanges where digital assets trade due to fraud, failure, security breaches or otherwise, and the
non-current trading hours between OTCQX and the global exchange market for trading the Fund Components. As a result, the Shares
may continue to trade at a substantial premium over, or a substantial discount to, the value of the Fund Components, less the Fund’s
expenses and other liabilities, and the Fund may be unable to meet itsinvestment objective for the foreseeable future.



For example, from November 22, 2019 to June 30, 2021, the maximum premium of the closing price of the Shares quoted on
OTCQX over the value of the Fund's Digital Asset Holdings per Share was 297% and the average premium was 54%. Moreover, the
closing price of the Shares as quoted on OTCQX at 4:00 p.m., New Y ork time, on each business day, has been quoted at a discount on
19 days. As of June 30, 2021, the Fund’s Shares were quoted on OTCQX at a discount of 4% to the Fund’s Digital Asset Holdings per
Share.

Fund Construction Criteria
Eligibility and Weighting

A digital asset will generally be eligible for inclusion in the Fund's portfolio if it satisfies market capitalization, liquidity and
coverage criteria as determined by the Manager. Fund Components will be held in the Fund's portfolio on a market capitalization-
weighted basis. For example, adigital asset with alarger market capitalization will have a higher representation in the Fund’ s portfolio.
Market capitalization refersto adigital asset’s market value, as determined by multiplying the number of tokens of such digital asset in
circulation by the market price of atoken of such digital asset. The market price per token of a Fund Component will be determined by
reference to the applicable Digital Asset Reference Rate. The market capitalization of any digital assets not held by the Fund will be
determined by reference to CoinMarketCap.com and/or OnChainFX.com. Because the Fund will create Shares in exchange for Fund
Components on a daily basis, the market capitalization of each Fund Component will be calculated, and its Weighting will therefore
fluctuate, daily in accordance with changes in the market price of such Fund Components. See “Valuation of Digital Assets and
Determination of Digital Asset Holdings.”

Removal of Existing Fund Components

The Fund will be rebalanced on a quarterly basis. During each Rebalancing Period, a Fund Component will be removed as a Fund
Component if (i) it is has the smallest market capitalization of all Fund Components, taking into account any other removals during the
Rebalancing Period, (ii) the sum of (x) its current market capitalization and (y) the combined current market capitalization of Fund
Components with a market capitalization greater than such Fund Component, divided by the current total market capitalization of all
digital assets tracked by Coinmarketcap.com that are not pegged to another asset, is higher than 0.85, and (iii) such removal would not
result in the Fund holding fewer than five Fund Components (the “Removal Criterid’). See “—Inclusion of New Fund Components’
and “—Rebalancing” below for further details, including regarding the exclusion of digital assets from the Fund.

For example, under the Removal Criteria, Bitcoin Cash (BCH) would qualify for removal based on market capitalization, since it
was the smallest Fund Component as of the most recent Rebalancing Period. However, because the sum of (x) its market capitalization
and (y) the combined market capitalization of Fund Components with a market capitalization greater than Bitcoin (BCH), divided by
the current total market capitalization of all digital assets tracked by Coinmarketcap.com that are not pegged to another asset, was lower
than 0.85, Bitcoin Cash (BCH) remained in the Fund.

Inclusion of New Fund Components

In order for anew digital asset to qualify for inclusion in the Fund’ s portfolio during a Rebalancing Period, such digital asset must
have amarket capitalization that is at |east 1.25 times the current market capitalization, trailing 90-day median market capitalization and
trailing 90-day average market capitalization of any Fund Component at such time. In addition, each new digital asset must meet the
following liquidity requirements to be eigible for inclusion: the digital asset must have (x) an average 30-day trade volume of at least
30% of its market capitalization for the last three months, (y) trade on at least one exchange meeting the criteria of the Reference Rate
Provider as described in “Overview of the Digital Asset Industry and Market—Fund Component Value—Digital Asset Reference
Rates—Constituent Exchange Selection” and (z) have a trading history of at least three months on at least one such exchange (the
“Inclusion Criteria’ and, together with the Removal Criteria, the “Fund Construction Criterid’). See “Activities of the Fund—Fund
Construction Criteria—Inclusion of New Fund Components” for additional information.

The Manager does not currently expect to include digital assets in the Fund’s portfolio if they do not meet the Inclusion Criteria,
except under extraordinary circumstances. For example, the Manager may include a digital asset in the Fund's portfolio if the Fund
Components no longer collectively meet the Target Coverage Ratio, at which point the Manager would include the next largest digital
assets by current market capitalization, trailing 90-day median market capitalization and trailing 90-day average market capitalization
in the Fund’s portfolio, so long as such digital asset meets the liquidity requirements of the Inclusion Criteria, until such time as the
Fund’s portfolio meets the Target Coverage Ratio. Due to these features of the Fund Construction Criteria as well as digital asset price
volatility more broadly, the Manager may be unable to meet the Target Coverage Ratio and/or hold more or fewer than five Fund
Components at any point in time.

The Manager may also cause the Fund to hold fewer than five Fund Components if, for example, a Fund Component is removed
during the Rebalancing Period and there are not enough digital assets that meet the Inclusion Criteria and are otherwise appropriate to
be included in the Fund despite otherwise satisfying the Inclusion Criteria. For example, the Fund fell below five Fund Componentsin



January 2021, to four Fund Components, when the Fund removed X RP from the Fund’ s portfolio and sold the XRP holdings to purchase
additional tokens of the remaining four Fund Components in proportion to their respective weightings. See “Item 15. Financia
Statements and Exhibits— Note 4. Portfolio Rebalancing” for a description of the portfolio rebalancing that occurred.

The Manager may cause the Fund to hold more than five Fund Components if it determines in its discretion that another digital
asset meetsthe Inclusion Criteria and that it is otherwise appropriate to include the digital asset in the Fund. For example, effective July
1, 2021, the Manager adjusted the Fund’s portfolio in connection with its quarterly review by selling the existing Fund Componentsin
proportion to their respective weightings and using the cash proceeds to purchase Cardano (ADA) in accordance with the Fund
Construction Criteria. Further, the Manager may cause the Fund to hold more than five Fund Components if, for example, it determines
that a Forked Asset has ahigh probability of qualifying for inclusion in the Fund’ s portfolio after meeting the trading history requirement
of at least three months and may decide to retain the Forked Asset despite the fact that it does not currently meet the Inclusion Criteria.
See “—Forked Assets’ below for more detail .

In addition, the Manager may determine to exclude adigital asset from the Fund’s portfolio even if it meets the Inclusion Criteria
for a number of reasons, including, but not limited to, because (i) none or few of the Authorized Participants or Service Providers has
the ability to trade or otherwise support the digital asset; (ii) the Manager believes that, based on current guidance, use or trading of the
digital asset raises or potentially raises significant governmental, policy or regulatory concerns or is subject or likely subject to a
specialized regulatory regime, such as the U.S. federal securities or commodities laws or similar laws in other significant jurisdictions;
(iii) the underlying code contains, or may contain, significant flaws or vulnerabilities; (iv) there is limited or no reliable information
regarding, or concerns over the intentions of, the core developers of the digital asset; or (v) for any other reason, in each case as
determined by the Manager in its sole discretion.

As part of determining whether use or trading of a digital asset raises or potentially raises significant governmental, policy or
regulatory concerns or is subject or likely subject to a specialized regulatory regime, the Manager considers whether a particular digital
asset that isincluded or eligible for inclusion in the Fund is a security for purposes of the federal securitieslaws. The Manager does this
taking into account anumber of factors, including the various definitions of “security” under the federal securitieslaws and federal court
decisions interpreting elements of these definitions, such as the U.S. Supreme Court’s decisions in the Howey and Reves cases, as well
as reports, orders, press releases, public statements and speeches by the SEC and its staff providing guidance on when a digital asset
may be a security for purposes of the federal securitieslaws. The Manager also considers, solely as one input, the analytical framework
developed by Coinbase, Inc., which has been adopted by the Crypto Ratings Counsel, an organization of which the Manager isafounding
member. Finally, the Manager discusses the security status of each digital asset included in the Fund with its external securities lawyers
or, in some cases, counsel associated with the asset, and may request them to document their analysis in writing. Through this process
the Manager believes that it is applying the proper legal standards in determining whether a particular digital asset is a security in light
of the uncertainties inherent in the Howey and Reves tests, as opposed to a purely probabilistic or “risk based” standard. However,
because of these uncertainties, the Manager acknowledges that a particular digital asset included in the Fund may in the future be found
by the SEC or afederal court to be a security notwithstanding the Manager’ s prior conclusion; and the Manager’ s prior conclusion, even
if reasonable under the circumstances, would not preclude legal or regulatory action based on the presence of a security.

The Manager does not intend to permit the Fund to hold any digital asset that the Manager determines is a security under the
federal securities laws, whether that determination is initially made by the Manager itself, or because the SEC or a federal court
subsequently makes that determination. Because the legal tests for determining whether a digital asset is or is not a security often leave
room for interpretation, when the Manager believes there to be good faith grounds to conclude that a particular digital asset is not a
security, the Manager does not intend to exclude that digital asset from the Fund strictly on the basis that it could at some future point
be determined to be a security.

Through the Fund Construction Criteria, the Fund seeksto (i) provide large-cap coverage of the digital asset market; (ii) minimize
transaction costs through low turnover of the Fund's portfolio; and (iii) create a portfolio that could be replicated through direct
purchasesin the Digital Asset Market.

The Manager may change the Fund Construction Criteria at any time in its sole discretion. Moreover, the Manager may decide,
in its sole discretion, to include or exclude a digital asset if the Manager determines that such digital asset is or is not suitable for
inclusion in the Fund’s portfolio, irrespective of such digital asset’s market capitalization or liquidity profile. Digital assets that are
pegged to another asset are not eligible as Fund Components nor are they included in the relevant Fund Construction Criteria
calculations. Examples of such assets include USD Coin (USDC), Tether (USDT), Wrapped Bitcoin (WBTC), Binance USD (BUSD),
Dai, Compound Wrapped tokens (cUSDC, cDAI, cETH) and TerraUSD (UST).

At the inception of the Fund, the digital assets included in the Fund's portfolio as Fund Components were: Bitcoin, Ethereum,
XRP, Bitcoin Cash and Litecoin, and the indices used for determining the Digital Asset Reference Rate for each Fund Component were
the CoinDesk XBX, ETX, XRX, BCX and LTX indices, respectively, as provided by the Reference Rate Provider.



As of the date of this Annual Report, the digital assets included in the Fund's portfolio as Fund Components are: Bitcoin,
Ethereum, Cardano, Bitcoin Cash, Litecoin and Chainlink, and the indices used for determining the Digital Asset Reference Rate for
each Fund Component were the CoinDesk XBX, ETX, ADX, BCX, LTX and LNX indices, respectively, as provided by the Reference
Rate Provider.

Effective January 4, 2021, the Fund removed XRP from the Fund's portfolio and sold the XRP holdings to purchase additional
tokens of the remaining Fund Components in proportion to their respective weightings. On April 6, 2021, the Manager of the Fund,
announced the updated Fund Component weightings for the Fund in connection with its quarterly review. Effective April 2, 2021, the
Manager adjusted the Fund’ s portfolio by selling the existing Fund Components in proportion to their respective weightings and using
the cash proceeds to purchase Chainlink (LINK) in accordance with the Fund’s construction criteria. On July 2, 2021, the Manager of
the Fund announced the updated Fund Component weightings for the Fund in connection with its quarterly review. Effective July 1,
2021, the Manager adjusted the Fund’s portfolio by selling the existing Fund Components in proportion to their respective weightings
and using the cash proceeds to purchase Cardano (ADA) in accordance with the Fund' s construction criteria.

[llustrative Example

For the purposes of illustration, during the Rebalancing Period in the first quarter of 2021, the digital assets that qualified for
inclusion based on market capitalization were Cardano (ADA), Binance Coin (BNB) and Polkadot (DOT). The digital assets that
qualified for inclusion based on liquidity were Cardano (ADA), Chainlink (LINK) and Uniswap (UNI). Cardano (ADA) was the only
asset to pass both the market capitalization and liquidity thresholds.

While Cardano (ADA) met the Inclusion Criteria, we then sought to determine whether any of the aforementioned bases for
exclusion applied:

i. noneor few of the Authorized Participants or Service Providers has the ability to trade or otherwise support the digital asset:
The Authorized Participants may not be able to trade or otherwise support certain digital assets for regulatory or operational
reasons, such as an inability to access exchanges or markets for which the assets are trading due to the Authorized Participants
local regulators failure to approve trading for such asset or due to an inability to custody such asset prior to the assets being
provided by the Fund. Because the Authorized Participant did not have the ability to trade Cardano (ADA) during this Rebalancing
Period, it failed this criterion.

The Manager does not currently expect to include digital assets in the Fund’ s portfolio if they do not meet the Inclusion Criteria,
except under extraordinary circumstances. For example, the Manager may include a digital asset in the Fund's portfolio if the
Fund Components no longer collectively meet the Target Coverage Ratio. Under these circumstances, and until the Fund’s
portfolio meets the Target Coverage Ratio, the Manager would include the next largest digital assets by current market
capitalization, trailing 90-day median market capitalization and trailing 90-day average market capitalization in the Fund's
portfolio, so long as such digital asset meets the liquidity requirements of the Inclusion Criteria. Following the exclusion of
Cardano (ADA), the Fund had not met the Target Coverage Ratio.

As a result, the Manager moved to the next largest digital assets by market capitalization, Binance Coin (BNB) and then to
Polkadot (DOT). The Manager found that neither of these digital assets satisfied this criterion as the assets were not accessible for
trading and custody prior to delivery to the Fund by the Authorized Participant, and as a result, the Fund did not meet the Target
Coverage Ratio. See “—Rebalancing” below for further detail on accessibility of Digital Asset Exchanges by the Authorized
Participant. Accordingly, the Manager moved to the next largest digital asset by market capitalization: Chainlink (LINK).
Chainlink (LINK) satisfied this criterion.

ii. the Manager believes that, based on current guidance, use or trading of the digital asset raises or potentially raises
significant governmental, policy or regulatory concernsor is subject or likely subject to a specialized regulatory regime, such as
the U.S. federal securities or commoditieslawsor similar lawsin other significant jurisdictions: Chainlink (LINK) raised no such
concern and therefore satisfied this criterion.

iii. theunderlying code contains, or may contain, significant flaws or vulnerabilities: Chainlink (LINK) raised no such concern
and therefore satisfied this criterion.

iv. thereislimited or no reliable information regarding, or concerns over the intentions of, the core devel opers of the digital
asset: Chainlink (LINK) raised no such concern and therefore satisfied this criterion.

v. for any other reason, in each case as determined by the Manager inits sole discretion: The Manager had no such reason and
therefore, this Chainlink (LINK) satisfied this criterion.

Following this analysis, it was determined that Chainlink (LINK) should be included as a Fund Component.



Forked Assets

The Fund may from time to time hold positions in Forked Assets as a result of afork, airdrop or similar event. Pursuant to the
terms of the LLC Agreement, the Fund may take any lawful action necessary or desirable in connection with its ownership of Forked
Assets. These actions may include (i) selling Forked Assets in the Digital Asset Markets and distributing the cash proceeds to
shareholders, (ii) distributing Forked Assets in-kind to the shareholders or to an agent acting on behalf of the shareholders for sale by
such agent if an in-kind distribution would otherwise be infeasible, (iii) irrevocably abandoning Forked Assets and (iv) holding Forked
Assets until the subsequent Rebalancing Period, at which point the Manager may take any of the foregoing actions. The Fund may also
use Forked Assets to pay the Manager’s Fee and Additional Fund Expenses, if any, as discussed below under “—Fund Expenses.”

On July 29, 2019, the Manager delivered to the Custodian anotice (the “ Pre-Creation Abandonment Notice”) stating that the Fund
is abandoning irrevocably for no direct or indirect consideration, effective immediately prior to each time at which the Fund creates
Shares (any such time, a “Creation Time"), al Forked Assets to which it would otherwise be entitled as of such time (any such
abandonment, a“ Pre-Creation Abandonment”), provided that a Pre-Creation Abandonment will not apply to any Forked Assetsif (i) the
Fund has taken, or is taking at such time, an Affirmative Action to acquire or abandon such Forked Assets at any time prior to such
Creation Time or (ii) such Forked Assets has been subject to a previous Pre-Creation Abandonment. An Affirmative Actionisawritten
notification from the Manager to the Custodian of the Fund' sintention (i) to acquire and/or retain any Forked Assets or (ii) to abandon
any Forked Assets with effect prior to the relevant Creation Time.

In determining whether to take an Affirmative Action to acquire and/or retain a Forked Asset, the Fund takes into consideration a
number of factors, including:

» the Custodian’s agreement to provide access to the Forked Asset;
» theavailability of asafe and practical way to custody the Forked Asset;

» the costs of taking possession and/or maintaining ownership of the Forked Asset and whether such costs exceed the
benefits of owning such Forked Asset;

» whether there are any legal restrictions on, or tax implications with respect to, the ownership, sale or disposition of the
Forked Asset, regardless of whether thereis a safe and practical way to custody and secure such Forked Asset;

» theexistence of asuitable market into which the Forked Asset may be sold; and

»  whether the Forked Asset is, or may be, a security under federal securities laws.

Prior to making any decision to retain a Forked Asset in the Fund, the Manager would analyze whether that asset should be
deemed a security under the federal securities laws using the same process described under “Activities of the Fund—Fund
Construction Criteria—Inclusion of New Fund Components.”

For Forked Assets with respect to which the Manager takes an Affirmative Action to acquire such Forked Asset, the Manager
currently expects that it would (@) distribute the Forked Asset in-kind to an agent on behalf of shareholders of record on a specified
record date for sale by such agent or (b) monitor the Forked Asset from the date of the relevant fork, airdrop or similar event, or the date
on which the Manager becomes aware of such event, leading up to, but not necessarily until, the subsequent Rebalancing Period. In the
case of option (a), the shareholders' agent would attempt to sell the Forked Asset, and if the agent is able to do so, remit the cash
proceeds, net of expenses and any applicable withholding taxes, to the relevant record date shareholders. There can be no assurance as
to the price or prices for any Forked Asset that the agent may realize, and the value of the Forked Asset may increase or decrease after
any sale by the agent. See “ Description of the Shares—Forked Assets.”

In the case of option (b), leading up to the subsegquent Rebalancing Period, if the sale of such Forked Asset is economically and
technologically feasible, the Manager currently expectsto cause the Fund to sell such Forked Asset and use the cash proceedsto purchase
additional tokens of the Fund Components then held by the Fund in proportion to their respective Weightings. If the sale of a Forked
Asset is either economically or technologically infeasible at the time of the next Rebalancing Period, the Manager may cause the Fund
to abandon or continue holding such Forked Asset until such time asthe saleis economically and technologically feasible, as determined
by the Manager, in its sole discretion. In addition, the Manager may determine that a Forked Asset has a high probability of qualifying
for inclusion in the Fund’ s portfolio once it has been trading for three months and can thus meet the liquidity requirements of the Fund
Construction Criteria. Should the Manager make such determination, the Manager may, in its discretion, cause the Fund to continue to
hold the Forked Asset until such time as the Manager determines to sell or abandon the Forked Asset or to include the Forked Asset in
the Fund’s portfolio as a Fund Component. In the case of abandonment of Forked Assets, the Fund would not receive any direct or
indirect consideration for the Forked Assets and thus the value of the Shares will not reflect the value of the Forked Assets.

As a result of the Pre-Creation Abandonment Notice, since July 29, 2019, the Fund has irrevocably abandoned, prior to the

Creation Time of any Shares, any Forked Asset that it may have had aright to receive. The Fund has no right to receive any Forked
Asset abandoned pursuant to either the Pre-Creation Abandonment Notice or an Affirmative Action. Furthermore, the Custodian has no

6



authority, pursuant to the Custodian Agreement or otherwise, to exercise, obtain or hold, asthe case may be, any such abandoned Forked
Asset on behalf of the Fund or to transfer any such abandoned Forked Asset to the Fund if the Fund terminates its custodial agreement
with the Custodian.

The Manager intends to evaluate each fork, airdrop or similar event on a case-by-case basis in consultation with the Fund’ s legal
advisers, tax consultants and the Custodian, and may, in its sole discretion, determine that a different course of action with respect to
such event isin the best interests of the Fund. In the event the Manager decides to sell any Forked Assets, it would expect to execute the
sale to the Authorized Participant , as principal, or through the Authorized Participant, as broker. In either case, the Manager expects
that the Authorized Participant would only be willing to transact with the Manager on behalf of the Fund if the Authorized Participant
considered it possible to trade the Forked Asset on a Digital Asset Exchange or other venue to which the Authorized Participant has
access. The Authorized Participant has access only to Digital Asset Exchanges or other venuesthat the Authorized Participant reasonably
believes are operating in compliance with applicable law, including federal and state licensing requirements, based upon information
and assurances provided to it by each venue.

Fiat Currencies

The Fund may also hold cashin U.S. dollars from time to time due to sales of digital assets during a Rebalancing Period, sales of
Forked Assets following a fork, airdrop or similar event or contributions of cash to the Fund, as described in more detail under
“Description of the Fund—Creation and Redemption of Shares.” The Manager does not currently expect to hold cash for a period of
more than 90 days and intends to use any cash held by the Fund to purchase additional tokens of the Fund Components then held by the
Fund in proportion to their respective Weightings during the next Rebalancing Period. The foregoing notwithstanding, the Manager
may, in its sole discretion, decide to cause the Fund to hold cash for longer than 90 days and to use any cash it holds for any other lawful
purpose.

Rebalancing

The Manager will rebalance the Fund's portfolio on a quarterly basis beginning on the first business day of January, April, July
and October of each year. In order to rebalance the Fund's portfolio, the Manager will (i) determine whether any Fund Components
meet the Removal Criteria and should therefore be removed as Fund Components, (ii) determine whether any new digital assets meet
the Inclusion Criteria and should therefore be included as Fund Components, (iii) determine whether the Target Coverage Ratio is met
and (iv) determine how much cash and Forked Assets the Fund holds. If a Fund Component is no longer eligible for inclusion in the
Fund’s portfolio because it meets the Removal Criteria, the Manager will adjust the Fund’ s portfolio by selling such Fund Component
in the Digital Asset Markets and using the cash proceeds to purchase additional tokens of the remaining Fund Components and, if
applicable, any new Fund Component in proportion to their respective Weightings. If a digital asset not then included in the Fund's
portfolioisnewly eligiblefor inclusion inthe Fund' s portfolio because it meetsthe Inclusion Criteriaor becauseitsinclusion is necessary
in order for the Fund's portfolio to meet the Target Coverage Ratio, the Manager will adjust the Fund’s portfolio by selling tokens of
the then-current Fund Componentsin the Digital Asset Marketsin proportion to their respective Weightings and using the cash proceeds
to purchase tokens of the newly dligible digital assets. Such sales and purchases are typically executed to or from the Authorized
Participant, as principal, or through the Authorized Participant, as broker. In either case, the Manager expects that the Authorized
Participant would only be willing to transact with the Manager on behalf of the Fund if the Authorized Participant considered it possible
to trade the digital asset on a Digital Asset Exchange or other venue to which the Authorized Participant has access. The Authorized
Participant has access only to Digital Asset Exchanges or other venues that the Authorized Participant reasonably believes are operating
in compliance with applicable law, including federal and state licensing requirements, based upon information and assurances provided
to it by each venue.

There are two factors that drive changesin the market capitalization weighting of a Fund Component: (i) increases and decreases
in the market price of a Fund Component, which occur daily as pricesfluctuate in the digital asset market, and (ii) increases or decreases
inthecirculating supply of the Fund Component, which occur gradually over extended periods of time for anumber of reasons, including
in connection with mining or staking activity. Since the daily fluctuation in the market price of each Fund Component is the predominant
driver of its market capitalization weighting, the Weighting of each Fund Component will generally dynamically adjust with the market,
even without adjustments to such Fund Component’s Weighting to account for gradual changes in supply. Therefore, the Manager
generally does not expect to cause the Fund to sell or purchase tokens of any Fund Component during Rebalancing Period other than in
the event that (i) a Fund Component is eligible for removal, (ii) a new digital asset is eligible for inclusion, (iii) the Fund's portfolio
does not meet the Target Coverage Ratio or (iv) the Fund holds cash either from contributionsin connection with the creation of Baskets
or as aresult of the sale of any Forked Assets. However, should the Manager determine that the Weighting of a Fund Component does
not accurately reflect its market capitalization due to, among other reasons, material increases or decreases in the circulating supply of
such Fund Component that have not been accounted for over the course of prior Rebalancing Periods, the Manager may cause the Fund
to purchase or sell additional tokens of such Fund Component during a Rebal ancing Period to adjust such Fund Component’ s Weighting.

During any Rebalancing Period, the Manager will also (i) decide whether to cause the Fund to sell or hold any Forked Assets then
held by the Fund and (ii) generally cause the Fund to use the cash proceeds from the sale of any Forked Assets and any cash contributed



to the Fund as the Forked A sset Portion or the Cash Portion to purchase additional tokens of all Fund Components then held by the Fund
in proportion to their respective Weightings as determined during such Rebalancing Period.

Other than through the quarterly rebalancing described above, the Manager does not intend to actively manage the Fund portfolio
in response to price changes in the Fund Components held by the Fund at any given time.

The Manager expects each Rebalancing Period to last between one and five business days. The Manager will post on its website
the new Fund Components and their respective Weightings at the end of each Rebalancing Period based on the assessment described
above. During each Rebalancing Period, the Manager will halt creations (and if redemptions are then permitted, redemptions) of Shares.
If a Rebalancing Period ends prior to 4:00 p.m., New Y ork time, on a business day, the Manager will cause the Fund to resume creations
on such business day and the Fund will create Sharesin exchange for contributions of the then-current Fund Components in proportion
to their respective Weightings as of the end of such Rebalancing Period, as determined as of 4:00 p.m., New Y ork time, on such business
day in the manner set forth under “Description of the Fund—Creation and Redemption of Shares.” If a Rebalancing Period ends after
4:00 p.m., New Y ork time, on a business day, the Manager will cause the Fund to resume creations on the following business day.

Hypothetical Rebalancing Example

The following table illustrates the impact of the inclusion of a new digital asset in the Fund's portfolio during a Rebalancing
Period. The table makes a number of assumptions, including that: (i) prior to the Rebalancing Period, the Fund held two Fund
Components, each with aweight of 50% of the Fund’s portfolio, (ii) the tokens for each Fund Component have the same valuein U.S.
dollars, (iii) the price of each Fund Component remains constant throughout the Rebalancing Period, (iv) one digital asset is added to
the Fund’ s portfolio during the Rebalancing Period and (v) following the Rebalancing Period, each Fund Component has an equal weight
in the Fund' s portfolio.

Pre- Post-
Rebalancing Rebalancing
Period Period

Fund Component 1
Hypothetical average price per Fund Component 1 held by the Fund $ 1000 $ 10.00
Hypothetical average weight of Fund Component 1 in the Fund 50.00% 33.33%
Hypothetical number of units of Fund Component 1 in the Fund 5.00 3.33
Hypothetical contribution of Fund Component 1 to Digital Asset Holdings

per Share (before fees) $ 5000 $ 33.33
Hypothetical units of Fund Component 1 bought (sold) during Rebalancing Period — (1.67)
Fund Component 2
Hypothetical average price per Fund Component 2 held by the Fund $ 1000 $ 10.00
Hypothetical average weight of Fund Component 2 in the Fund 50.00% 33.33%
Hypothetical number of units of Fund Component 2 in the Fund 5.00 3.33
Hypothetical contribution of Fund Component 2 to Digital Asset Holdings

per Share (before fees) $ 5000 $ 33.33
Hypothetical units of Fund Component 2 bought (sold) during

Rebalancing Period — (1.67)
Fund Component 3
Hypothetical average price per Fund Component 3 held by the Fund —  $ 10.00
Hypothetical average weight of Fund Component 3 in the Fund — 33.33%
Hypothetical number of units of Fund Component 3 in the Fund — 3.33
Hypothetical contribution of Fund Component 3 to Digital Asset Holdings

per Share (before fees) —  $ 33.33
Hypothetical units of Fund Component 3 bought (sold) during

Rebal ancing Period — 3.33
Hypothetical Digital Asset Holdings per Share (before fees) $ 100.00 $ 100.0

Characteristics of the Shares

The Shares are intended to offer investors an opportunity to participate in Digital Asset Markets through an investment in
securities. As of June 30, 2021, each Share represented approximately 0.0005 BTC, 0.0029 ETH, 0.0005 BCH, 0.0017 LTC, and 0.0097
LINK. Effective January 4, 2021, the Fund removed XRP from the Fund’ s portfolio and sold the XRP holdings to purchase additional
tokens of the remaining Fund Components in proportion to their respective weightings. As of the end of the day on January 4, 2021,
each Share represented 0.0005 BTC, 0.0029 ETH, 0.0005 BCH, and 0.0017 LTC. Effective April 2, 2021, the Manager adjusted the
Fund’s portfalio by selling the existing Fund Components in proportion to their respective weightings and using the cash proceeds to
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purchase LINK in accordance with the Fund Construction Criteria. As of the end of the day on April 2, 2021, each Share represented
0.0005 BTC, 0.0029 ETH, 0.0005 BCH, 0.0017 LTC, and 0.0097 LINK. Effective July 1, 2021, the Manager adjusted the Fund's
portfolio by salling the existing Fund Components in proportion to their respective weightings and using the cash proceeds to purchase
ADA in accordance with the Fund Construction Criteria. As of the end of the day on July 1, 2021, each Share represented 0.0004 BTC,
0.0026 ETH, 0.0005 BCH, 0.0016 LTC, 0.0105 LINK, and 0.7107 ADA. The logistics of accepting, transferring and safekeeping of
digital assets are dealt with by the Manager and the Custodian, and the related expenses are built into the value of the Shares. Therefore,
shareholders do not have additional tasks or costs over and above those generally associated with investing in any other privately placed
security. The Shares have certain other key characteristics, including the following:

Easily Accessible and Relatively Cost Efficient. Investors in the Shares can also directly access the Digital Asset Markets.
The Manager believes that investors will be able to more effectively implement strategic and tactical asset allocation
strategies that use digital assets by using the Sharesinstead of directly purchasing and holding digital assets, and for many
investors, transaction costs related to the Shares will be lower than those associated with the direct purchase, storage and
safekeeping of digital assets.

Market-Traded and Transparent. The Shares are quoted on OTCQX. Shareholdersthat purchased Shares directly from the Fund
and have held them for the requisite holding period under Rule 144 may sdll their Shares on OTCQX upon receiving approval
from the Manager. Investors may aso choose to purchase Shares on OTCQX. Shares purchased on OTCQX are not restricted.
The Manager believes the quotation of the Shares on OTCQX provides investors with an efficient means to implement various
investment strategies. The Fund will not hold or employ any derivative securities. Furthermore, the value of the Fund’s assets
will be reported each day on https://grayscal e.com/products/grayscal e-digital -large-cap-fund/.

Minimal Credit Risk. The Shares represent an interest in actual digital assets owned by the Fund. The Fund’ s digital assets
are not subject to borrowing arrangements with third parties or to counterparty or credit risks. This contrasts with the other
financial products such as CoinShares exchange-traded notes, TeraExchange swaps and futures traded on the Chicago
Mercantile Exchange (“CME") and the Intercontinental Exchange (“ICE”) through which investors gain exposure to
digital assets through the use of derivatives that are subject to counterparty and credit risks.

Safekeeping System. The Custodian has been appointed to control and secure the digital assets for the Fund using offline
storage, or “cold storage,” mechanisms to secure the Fund' s private key “shards.” The hardware, software, administration
and continued technological development that are used by the Custodian may not be available or cost-effective for many
investors.

The Fund differentiates itself from competing digital asset financia vehicles, to the extent that such digital asset financial vehicles
may develop, in the following ways:

Custodian. The Custodian that holds the private key shards associated with the Fund’s digital assets is Coinbase Custody
Trust Company, LLC. Other digital asset financial vehicles that use cold storage may not use a custodian to hold their
private keys.

Cold Sorage of Private Keys. The private key shards associated with the Fund's digital assets are kept in cold storage,
which means that the Fund’ s digital assets are disconnected and/or deleted entirely from the internet. See “ Custody of the
Fund’s Digital Assets’ for more information relating to the storage and retrieval of the Fund's private keys to and from
cold storage. Other digital asset financial vehicles may not utilize cold storage or may utilize less effective cold storage-
related hardware and security protocols.

Location of Private Vaults. Private key shards associated with the Fund’s digital assets are distributed geographicaly by
the Custodian in secure vaults around the world, including in the United States. The locations of the secure vaults may
change regularly and are kept confidential by the Custodian for security purposes.

Enhanced Security. Transfers from the Fund’s Digital Asset Account require certain security procedures, including but
not limited to, multiple encrypted private key shards, usernames, passwords and 2-step verification. Multiple private key
shards held by the Custodian must be combined to reconstitute the private key to sign any transaction in order to transfer
the Fund’ s digital assets. Private key shards are distributed geographically in secure vaults around the world, including in
the United States. Asaresult, if any one secure vault is ever compromised, this event will have no impact on the ability of
the Fund to access its assets, other than a possible delay in operations, while one or more of the other secure vaultsis used
instead. These security procedures are intended to remove single points of failure in the protection of the Fund's digital
assets.

Custodian Audits. The Custodian has agreed to alow the Fund and the Manager to take any necessary steps to verify that
satisfactory internal control system and procedures are in place, and to visit and inspect the systems on which the
Custodian’s coins are held.

Directly Held Digital Assets. The Fund directly ownsactual digital assets held through the Custodian. The direct ownership
of digital assetsisnot subject to counterparty or credit risks. This may differ from other digital asset financial vehiclesthat
provide digital assets exposure through other means, such as the use of financial or derivative instruments.



* Manager’s Fee. The Manager’s Fee is a competitive factor that may influence the value of the Shares.
Activities of the Fund

Except as described below, the activities of the Fund are limited to (i) issuing Baskets in exchange for Fund Components and cash
transferred to the Fund as consideration in connection with the creations, (ii) transferring or selling Fund Components and Forked Assets
as necessary to cover the Manager’ s Fee and/or any Additional Fund Expenses, (iii) transferring Fund Components and cash in exchange
for Baskets surrendered for redemption (subject to obtaining regulatory approval from the SEC and approva from the Manager),
(iv) causing the Manager to sell Fund Components and Forked Assets on the termination of the Fund, (v) making distributions of Forked
Assets or cash from the sale thereof and (vi) engaging in all administrative and security procedures necessary to accomplish such
activities in accordance with the provisions of the LLC Agreement, the Custodian Agreement, the Index License Agreement and the
Participant Agreements.

In addition, the Fund may engage in any lawful activity necessary or desirable, including in order to facilitate shareholders access
to Forked Assets or for Staking or lending the Fund Property, provided that such activities do not conflict with the terms of the LLC
Agreement. At thistime, however, the Fund does not currently engagein, nor doesit intend to engagein, any Staking or lending activities
related to the Fund Property. In the future, any value created from such activities will be included in the NAV or Digital Asset Holdings
calculation, or will be used to pay the Fund' s expenses.

Other than through the quarterly rebalancing described below, the Manager does not intend to actively manage the Fund portfolio
in response to price changes in the Fund Components held by the Fund at any given time.

Although it has no current plans to do so, in the future the Fund may engage in Staking Activities, Governance Activities or
lending activities involving the lending of Fund Components or Fund assets in a manner consistent with the LLC Agreement.

»  Staking Activitiesinclude (i) using, or permitting to be used, in any manner, directly or indirectly, through an agent or
otherwise (including, for the avoidance of doubt, through a delegation of rights to any third party with respect to any
portion of the Fund Components, by making any portion of the Fund Components available to any third party or by
entering into any similar arrangement with a third party), any portion of the Fund Components in a proof-of-stake or
other type of validation protocol, (ii) accepting any Staking Consideration and (iii) holding any other staking
consideration accepted by the Fund pursuant to clause (ii) for not more than 30 days after the Fund's receipt thereof,
pending the use of such other staking consideration for payment of Additional Fund Expenses or distribution to the
sharehol ders.

* Governance Activities include using, or permitting to be used, in any manner, directly or indirectly, through an agent or
otherwise (including, for the avoidance of doubt, through a delegation of rights to any third party with respect to any
portion of the Fund Components, by making any portion of the Fund Components available to any third party or by
entering into any similar arrangement with a third party), any portion of the Fund Components in a protocol in which
token holders participate in the governance of the network.

The mere act of transferring units of virtual currency on a peer-to-peer virtual currency network that allows for token holders to
participate in governance shall not be considered to be Staking Activities or Governance Activities.

Any value created from Staking Activities, Governance Activities or lending activitiesinvolving the lending of Fund Components
or Fund assets would beincluded in the NAV or Digital Asset Holdings Calculation, or used to pay the Fund’ s expenses.

Secondary Market Trading

While the Fund’ sinvestment objectiveisfor the value of the Sharesto reflect the value of the Fund Components held by the Fund
as determined by reference to the Digital Asset Reference Rates and weightings within the Fund, less the Fund’s expenses and other
liahilities, the Shares may trade in the Secondary Market on OTCQX (or on another Secondary Market in the future) at prices that are
lower or higher than the Digital Asset Holdings per Share. The amount of the discount or premium in the trading price relative to the
Digital Asset Holdings per Share may be influenced by non-concurrent trading hours and liquidity between OTCQX and larger Digital
Asset Exchanges. While the Shares are listed and trade on OTCQX from 6:00 a.m. until 5:00 p.m., New York time, liquidity in the
Digital Asset Markets may fluctuate depending upon the volume and availability of larger Digital Asset Exchanges. As aresult, during
periodsin which Digital Asset Market liquidity islimited or amajor Digital Asset Exchangeis off-line, trading spreads, and the resulting
premium or discount, on the Shares may widen.

Overview of the Digital Asset Industry and Market

Digital assets are created and transmitted through the operations of peer-to-peer Digital Asset Networks, which are decentralized
networks of computers that operate on cryptographic protocols. No single entity owns or operates any Digital Asset Network, the
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infrastructure of which is collectively maintained by a decentralized user base. Digital Asset Networks allow people to exchange tokens
of value, which are recorded on public transaction ledgers known as a blockchain.

Digital Asset Networks are decentralized and do not require governmental authorities or financial institution intermediaries to
create, transmit or determinethe value of their tokens. Rather, such digital assets are created and allocated by the Digital Asset Network’s
protocol, for example through a “mining” “staking” or other validating process. Most commonly, new digital assets are created and
awarded to the miners, stakers or validators of a block in the digital asset’s blockchain for verifying transactions. In other instances, all
of the Digital Asset Network’s tokens are created upon the Digital Asset Network’s launch and may be used to pay transaction fees to
validators. See“Market Participants—Miners and Validators’ for more detail. A digital asset’ s blockchain is effectively a decentralized
database that includes all blocks that have been mined by miners, stakers or validators and it is updated to include new blocks as they
aremined. Each digital asset transaction is broadcast to the Digital Asset Network and, when included in ablock, recorded in the digital
asset blockchain. Aseach new block records outstanding digital asset transactions, and outstanding transactions are settled and validated
through such recording, the digital asset blockchain represents a complete, transparent and unbroken history of all transactions of the
Digital Asset Network.

The value of adigital asset is determined by the supply of and demand for such digital asset on Digital Asset Exchanges or in
private end-user-to-end-user transactions. Digital assets can be used to pay for goods and services or can be converted to fiat currencies,
such asthe U.S. dollar, at rates determined on Digital Asset Exchanges or in individual end-user-to-end-user transactions under a barter
system. Additionally, digital assets can be used to pay for transaction fees to miners, stakers or validators for verifying transactions on
the Digital Asset Network. Digital Asset Networks can also be used for more complex purposes. For example, the Ethereum network
allow users to run smart contracts, which are general purpose code that autonomously executes on every computer on the relevant
network and can instruct the transmission of information and value to facilitate, verify and enforce the negotiation and performance of
contracts.

Composition of the Digital Asset Market

As of June 30, 2021, there were over 10,000 digital assets tracked by CoinMarketCap.com, one of the most widely used price
aggregators for digital assets. The Fund uses information from CoinMarketCap.com for purposes of calculating compliance with the
Fund’'s Target Coverage Ratio. According to CoinMarketCap.com, it identifies which digital assets to track based on three guiding
principles:

Credibility: Isthe party requesting an asset to be tracked able to substantiate their request with supporting evidence.
Verification: Is CoinMarketCap.com able to verify the information from credible and independently verifiable sources.
Methodology: Isthisrequest in accordance with CoinMarketCap.com’ s methodol ogy, as described morefully initslisting criteria.

Market capitalization of adigital asset is calculated by multiplying the existing reference price of the digital asset by the current
circulating supply. The Fund uses this information for purposes of satisfying the Fund Construction Criteria, including the Target
Coverage Ratio. As of June 30, 2021, total market-capitalization according to CoinMarketCap.com was approximately $1,334.6 hillion,
of which the Fund represented approximately 74.5%, or $994.1 billion. As of June 30, 2021, the respective portfolio weighting of each
Fund Component was 69.5% Bitcoin, 27.7% Ethereum, 1.0% Bitcoin Cash, 1.0% Litecoin, and 0.8% Chainlink, respectively.

Thefirst digital asset to gain mass adoption was Bitcoin. Bitcoin is currently the largest digital asset with a market capitalization
of $656.9 hillion as of June 30, 2021 and is widely considered the most prominent digital asset.

While Bitcoin possesses the “first-to-market” advantage and has captured the significant portion of the industry’s market share,
Bitcoin is not the only type of digital asset founded on cryptography; Ethereum, Bitcoin Cash and Litecoin are just a few examples of
Bitcoin alternatives. These and other digital assets may offer certain variations or enhancements of blockchain technology that enable
them to serve purposes beyond acting as a means of payment.

For example, Zcash, Monero, Dash and Zen are examples of digital assets whose primary differentiating attributes revolve around
enhanced levels of confidentiality and privacy as compared to Bitcoin. On the other hand, Ethereum and Ethereum Classic’'s
distinguishing characteristic is that they allow users to program smart contracts that can run on their networks. A smart contract is
general-purpose code that executes on every computer in the network and can instruct the transmission of information and value based
on a sophisticated set of logical conditions. The use of smart contracts on the Ethereum and Ethereum Classic networks, for example, is
one of anumber of projects intended to expand the application of blockchain technology beyond just a peer-to-peer money system.

The top digital assets by market capitalization that met the Fund Construction Criteria as of June 30, 2021 are detailed below:
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Market Circulating Maximum

Cap Supply Supply
Asset Symbol (billions) (millions) (millions)
Bitcoin BTC $ 656.9 18.7 21
Ether ETH $ 265.0 116.5 N/A
Cardano ADA $ 44.2 31,946.3 45,000
Bitcoin Cash BCH $ 9.9 18.8 21
Litecoin LTC $ 9.6 66.8 84
Chainlink LINK $ 8.5 435.5 1,000

According to CoinMarketCap.com’s calculations, as of June 30, 2021, Bitcoin, Ethereum, Cardano, Bitcoin Cash, Litecoin and
Chainlink represented approximately 49%, 20%, 3%, 1%, 1%, and 1% of the total market capitalization of all digital assets tracked by
Coinmarketcap.com that are not pegged to another asset, respectively.

In 2020 the SEC filed a complaint against the promoters of XRP alleging that they raised more than $1.3 billion through XRP
sales that should have been registered under the federal securities laws, but were not. In the years prior to the SEC's action, XRP's
market capitalization at times reached over $140 hillion. However, in the weeks following the SEC's complaint, XRP's market
capitalization fell to less than $10 billion, which was less than half of its market capitaization in the days prior to the complaint. In
addition, major digital asset trading platforms announced that they would delist XRP from their platforms. On December 30, 2020, the
Authorized Participant of the Fund, announced that effective January 15, 2021, at 5:00 p.m. ET, it would temporarily suspend trading
for XRP. As a result, during the Fund's quarterly review, and effective January 4, 2021, the Fund removed XRP from the Fund's
portfolio and sold the XRP holdings to purchase additional tokens of the remaining Fund Components in proportion to their respective
weightings. On April 6, 2021, the Manager of the Fund announced the updated Fund Component weightings for the Fund in connection
with its quarterly review. Effective April 2, 2021, the Manager adjusted the Fund’s portfolio in connection with its quarterly review by
selling the existing Fund Components in proportion to their respective weightings and using the cash proceeds to purchase Chainlink
(LINK) in accordance with the Fund' s construction criteria.

Effective July 1, 2021, the Manager adjusted the Fund's portfolio in connection with its quarterly review by selling the existing
Fund Components in proportion to their respective weightings and using the cash proceeds to purchase Cardano (ADA) in accordance
with the Fund’ s construction criteria. See “Item 15. Financial Statements and Exhibits—Note 11. Subsequent Events’ for adescription
of the portfolio rebalancing.

Bitcoin

Bitcoin (“Bitcoin” or “BTC") is adigital asset that is created and transmitted through the operations of the peer-to-peer Bitcoin
network, a decentralized network of computers that operates on cryptographic protocols. No single entity owns or operates the Bitcoin
network, the infrastructure of which is collectively maintained by a decentralized user base. The Bitcoin network allows people to
exchange tokens of value, called Bitcoin, which are re