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Cautionary Note Regar ding Forwar d-L ooking Statements

This Annual Report contains* forward-looking statements” with respect to the Trust’ sfinancial conditions, results
of operations, plans, objectives, future performance and business. 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
inthisAnnual Report that address activities, events or developmentsthat will or may occur in the future, including
such matters as changesin market prices and conditions, the Trust’ s operations, the Sponsor’ s plansand references
to the Trust’ 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 Sponsor made based on its perception of historical trends, current conditions
and expected future developments, as well as other factors appropriate in the circumstances. You should
specifically consider the numerous risks outlined under “Risk Factors.” Whether or not actual results and
developments will conform to the Sponsor’s expectations and predictions, however, is subject to a number of
risks and uncertainties, including:

» the risk factors discussed in this Annua Report, including the particular risks associated with new
technologies such as Lumens and blockchain technology;

» the Trust’sinability to redeem Shares;

» theinability of the Trust to meet its investment objective;

* economic conditionsin the XLM industry and market;

» genera economic, market and business conditions;

» global or regional palitical, economic or financial conditions, events and situations;

» the use of technology by us and our vendors, including the Custodian, in conducting our business,
including disruptions in our computer systems and data centers and our transition to, and quality of, new
technology platforms;

» changes in laws or regulations, including those concerning taxes, made by governmental authorities or
regulatory bodies,

» the costs and effect of any litigation or regulatory investigations;
* our ability to maintain a positive reputation; and
» other world economic and political developments.

Consequently, all of the forward-looking statements made in this Annual Report are qualified by these cautionary
statements, and there can be no assurance that the actual results or devel opments the Sponsor anticipates will be
realized or, even if substantialy realized, that they will result in the expected consequences to, or have the
expected effects on, the Trust’ s operations or the value of the Shares. Should one or more of the risks discussed
under “Risk Factors’ or other uncertainties materialize, or should underlying assumptions prove incorrect, actual
outcomes may vary materially from those described in forward-looking statements. Forward-looking statements
are made based on the Sponsor’ s beliefs, estimates and opinions on the date the statements are made and neither
the Trust nor the Sponsor 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. Moreover, neither the Trust, the Sponsor, nor any other person assumes responsibility for the accuracy and
completeness of any of these forward-looking statements. Investors are therefore cautioned against relying on
forward-looking statements.



Glossary
In this Annual Report, each of the following terms has the meaning assigned to it here:

“Actual Exchange Rate’—With respect to any particular asset, at any time, the price per single unit of such asset
(determined net of any associated fees) at which the Trust is able to sell such asset for U.S. dollars (or other
applicable fiat currency) at such time to enable the Trust to timely pay any Additional Trust Expenses, through
use of the Sponsor’s commercially reasonable efforts to obtain the highest such price.

“Additional Trust Expenses’—Together, any expensesincurred by the Trust in addition to the Sponsor’ s Fee that
are not Sponsor-paid Expenses, including, but not limited to, (i) taxes and governmental charges, (ii) expenses
and costs of any extraordinary services performed by the Sponsor (or any other service provider) on behalf of the
Trust to protect the Trust or the interests of shareholders (including in connection with any Incidental Rights and
any IR Virtual Currency), (iii) any indemnification of the Custodian or other agents, service providers or
counterparties of the Trust, (iv) the fees and expenses related to the listing, quotation or trading of the Shares on
any Secondary Market (including legal, marketing and audit fees and expenses) to the extent exceeding $600,000
in any given fiscal year and (v) extraordinary legal fees and expenses, including any legal fees and expenses
incurred in connection with litigation, regulatory enforcement or investigation matters.

“Administrator Fee”—The fee payable to any administrator of the Trust for services it provides to the Trust,
which the Sponsor will pay such administrator as a Sponsor-paid Expense.

“Affirmative Action”—A decision by the Trust to acquire or abandon specific Incidental Rights and IR Virtual
Currency at any time prior to the time of a creation of shares.

“Agent”—A Person appointed by the Trust to act on behalf of the shareholdersin connection with any distribution
of Incidental Rights and/or IR Virtual Currency.

“Annual Report” — This Annual Report for the fiscal year ended September 30, 2021

“Authorized Participant” — Certain eligible financia institutions that have entered into an agreement with the
Trust and the Sponsor concerning the creation of Shares. Each Authorized Participant (i) is a registered broker-
dedler, (ii) has entered into a Participant Agreement with the Sponsor and (iii) owns a digital wallet address that
is known to the Custodian as belonging to the Authorized Participant.

“Basket” — A block of 100 Shares.

“Basket Amount”—On any trade date, the number of XLM required as of such trade date for each Creation
Basket, as determined by dividing (x) the number of XLM owned by the Trust at 4:00 p.m., New Y ork time, on
such trade date, after deducting the number of XLM representing the U.S. dollar value of accrued but unpaid fees
and expenses of the Trust (converted using the Index Price at such time, and carried to the eighth decimal place),
by (y) the number of Shares outstanding at such time (with the quotient so obtained cal culated to one one-hundred-
millionth of one XLM (i.e., carried to the eighth decimal place)), and multiplying such quotient by 100.

“Bitcoin” or “BTC” — A type of digital asset based on an open-source cryptographic protocol existing on the
Bitcoin network.

“Blockchain” or “Lumens Blockchain” — The public transaction ledger of the Stellar Network on which
transactionsin XLM are recorded.

“CEA” — Commodity Exchange Act of 1936, as amended.

“CFTC” —The U.S. Commodity Futures Trading Commission, an independent agency with the mandate to
regulate commodity futures and option marketsin the United States.
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“Code’ —The U.S. Internal Revenue Code of 1986, as amended.
“Covered Person”—As defined in the section “Material Contracts.”

“Creation Basket” —Basket of Sharesissued by the Trust in exchange for deposits of the Basket Amount required
for each such Creation Basket.

“Creation Time” —With respect to the creation of any Shares by the Trust, the time at which the Trust creates
such Shares.

“Custodial Services’ —The Custodian’s services that (i) allow XLM to be deposited from a public blockchain
address to the Trust’s Digital Asset Account and (ii) alow the Trust and the Sponsor to withdraw XLM from the
Trust’s Digital Asset Account to a public blockchain address the Trust or the Sponsor controls pursuant to
instructions the Trust or the Sponsor provides to the Custodian.

“Custodian” —Coinbase Custody Trust Company, LLC.

“Custodian Agreement” —The Custodial Services Agreement by and between the Trust and the Sponsor and
Custodian that governs the Trust’s and the Sponsor’ s use of the Custodial Services provided by the Custodian as
afiduciary with respect to the Trust’s assets.

“Custodian Fee” —Fee payabl e to the Custodian for servicesit providesto the Trust, which the Sponsor shall pay
to the Custodian as Sponsor-paid Expense.

“DCG” —Digital Currency Group, Inc.

“Digital Asset Account”—A segregated custody account controlled and secured by the Custodian to store private
keys, which alow for the transfer of ownership or control of the Trust’s XLM on the Trust’ s behalf.

“Digital Asset Benchmark Exchange”’—A Digital Asset Exchange that represents at least 10% of the aggregate
U.S. dollar-denominated trading volume of XLM during the last 30 consecutive calendar days and that to the
knowledge of the Sponsor is in substantial compliance with the laws, rules and regulations, including any anti-
money laundering and know-your-customer procedures, of such Digital Asset Exchange' s applicablejurisdiction.
If there are fewer than three such Digital Asset Exchanges, then the Digital Asset Benchmark Exchanges will
include such Digital Asset Exchange or Digital Asset Exchanges that meet the above-described requirements, as
well as one or more additional Digital Asset Exchanges, selected by the Sponsor, that have had monthly trading
volume requirement.

“Digital Asset Exchange” — An electronic marketplace where exchange participants may trade, buy and sell
XLM based on bid-ask trading. The largest Digital Asset Exchanges are online and typically trade on a 24-hour
basis, publishing transaction price and volume data.

“Digital Asset Exchange Market” — The global exchange market for the trading of XLM, which consists of
transactions on electronic Digital Asset Exchanges.

“Digital Asset Holdings” — The aggregate value, expressed in U.S. dollars, of the Trust’ s assets (other than U.S.
dollars or other fiat currency), lessits liabilities (which include estimated accrued but unpaid fees and expenses),
calculated in the manner set forth under “Valuation of XLM and Determination of the Trust’'s Digital Asset
Holdings.” See also “Management’s Discussion and Analysis — Critical Accounting Policies — Principal Market
and Fair Value Determination” for adescription of the Trust’'sNAV, as calculated in accordance with GAAP.

“Digital Asset Holdings Fee Basis Amount” — The amount on which the Sponsor’s Fee for the Trust is based,
as calculated in the manner set forth under “Valuation of XLM and Determination of the Trust’s Digital Asset
Holdings.”



“Digital Asset Market” — A “Brokered Market,” “Dealer Market,” “ Principal -to-Principal Market” or “ Exchange
Market,” as each such term is defined in the Financial Accounting Standards Board (“FASB”) Accounting
Standards Codification (“*ASC”) Master Glossary.

“Distribution and Marketing Agreement” — The agreement among the Sponsor and the distributor and marketer,
which sets forth the obligations and responsibilities of the distributor and marketer.

“DSTA” — The Delaware Statutory Trust Act, as amended.

“DTC” — The Depository Trust Company. DTC isalimited purpose trust company organized under New Y ork
law, a member of the U.S. Federal Reserve System and a clearing agency registered with the SEC. DTC will act
as the securities depository for the Shares.

“DTC Participant” — A direct participant in DTC, such as a bank, broker, dealer or trust company.
“Exchange Act” — The Securities Exchange Act of 1934, as amended.

“FDIC" — The Federal Deposit Insurance Corporation.

“FINCEN” — The Financial Crimes Enforcement Network, a bureau of the U.S. Department of the Treasury.

“FINRA” — The Financia Industry Regulatory Authority, Inc., which is the primary regulator in the United
States for broker-dealers, including Authorized Participants.

“GAAP’ — United States generally accepted accounting principles.

“Genesis’ — Genesis Global Trading, Inc., awholly owned subsidiary of Digital Currency Group, Inc., which as
of the date of this Annual Report isthe only acting Authorized Participant.

“Incidental Rights’ — Rights to acquire, or otherwise establish dominion and control over, any virtual currency
or other asset or right, which rights are incident to the Trust’ s ownership of XLM and arise without any action of
the Trust, or of the Sponsor or Trustee on behalf of the Trust.

“Index” — The CoinDesk Lumens Price Index (XLMX).

“Index License Agreement” — The license agreement entered into by the Index Provider and the Sponsor
governing the Sponsor’ s use of the Index for calculation of the Index Price.

“Index Price” — The U.S. dollar value of an XL M derived from the Digital Asset Exchangesthat arereflected in
the Index, calculated at 4:00 p.m., New Y ork time, on each business day. See “Overview of the XLM Industry
and Market—XLM Vaue—The Index and the Index Price” for adescription of how the Index Priceis calculated.
For purposes of the Trust Agreement, the term XLM Index Price shall mean the Index Price as defined herein.

“Index Provider” — TradeBlock, Inc., aDelaware corporation that publishesthe Index. As of December 31, 2020,
DCG istheindirect parent company of TradeBlock, Inc. Asaresult, TradeBlock, Inc. isan affiliate of the Sponsor
and the Trust and is considered arelated party of the Trust.

“Investment Advisers Act” — Investment Advisers Act of 1940, as amended.
“Investment Company Act” — Investment Company Act of 1940, as amended.

“Investor’—Any investor that has entered into a subscription agreement with an Authorized Participant, pursuant
to which such Authorized Participant will act as agent for the investor.

“IR Virtual Currency” — Any virtual currency tokens, or other asset or right, acquired by the Trust through the
exercise (subject to the applicable provisions of the Trust Agreement) of any Incidental Right.
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“IRS” — The U.S. Internal Revenue Service, a bureau of the U.S. Department of the Treasury.

“Marketing Fee” — Fee payable to the marketer for servicesit providesto the Trust, which the Sponsor will pay
to the marketer as a Sponsor-paid Expense.

“NAV" — The net asset value of the Trust determined on a GAAP basis.
“OTCQX” — The OTCQX tier of OTC Markets Group Inc.

“Participant Agreement” —An agreement entered into by an Authorized Participant with the Sponsor that
provides the procedures for the creation of Baskets and for the delivery of XLM required for Creation Baskets.

“Pre-Creation Abandonment” — The abandonment by the Trust, irrevocably for no direct or indirect
consideration, al Incidental Rights and IR Virtual Currency to which the Trust would otherwise be entitled,
effective immediately prior to a Creation Time.

“Pre-Creation Abandonment Notice”—A notice delivered by the Sponsor to the Custodian, on behalf of the Trust,
stating that the Trust is abandoning irrevocably for no direct or indirect consideration, effective immediately prior
to each Creation Time, al Incidental Rights and IR Virtual Currency to which it would otherwise be entitled as
of such time and with respect to which the Trust has not taken any Affirmative Action at or prior to such time.

“Rule 144" — Rule 144 under the Securities Act.
“SEC” — The U.S. Securities and Exchange Commission.

“Secondary Market” — Any marketplace or other alternative trading system, as determined by the Sponsor, on
which the Shares may then be listed, quoted or traded, including but not limited to, the OTCQX tier of the OTC
Markets Group Inc.

“Securities Act” — The Securities Act of 1933, as amended.

“Shares” — Common units of fractional undivided beneficial interest in, and ownership of, the Trust.
“SIPC” — The Securities Investor Protection Corporation.

“Sponsor” — Grayscale Investments, LLC.

“Sponsor-paid Expenses” — The fees and expenses incurred by the Trust in the ordinary course of its affairs that
the Sponsor is obligated to assume and pay, excluding taxes, but including: (i) the Marketing Fee, (ii) the
Administrator Fee, (iii) the Custodian Fee and fees for any other security vendor engaged by the Trugt, (iv) the
Transfer Agent fee, (v) the Trusteefee, (vi) the fees and expenses related to the listing, quotation or trading of the
Shares on any Secondary Market (including customary legal, marketing and audit fees and expenses) in an amount
up to $600,000 in any given fiscal year, (vii) ordinary course legal fees and expenses, (viii) audit fees,
(ix) regulatory fees, including, if applicable, any feesrelating to the registration of the Shares under the Securities
Act or the Exchange Act, (x) printing and mailing costs, (xi) costs of maintaining the Trust's website and
(xii) applicable license fees, provided that any expense that qualifies as an Additiona Trust Expense will be
deemed to be an Additional Trust Expense and not a Sponsor-paid Expense.

“Sponsor’s Fee” — A fee, payable in XLM, which accrues daily in U.S. dollars at an annual rate of 2.5% of the
Digital Asset Holdings Fee Basis Amount of the Trust as of 4:00 p.m., New Y ork time, on each day, provided
that for aday that is not a business day, the calculation of the Sponsor’s Fee will be based on the Digital Asset
Holdings Fee Basis Amount from the most recent business day, reduced by the accrued and unpaid Sponsor’ s Fee
for such most recent business day and for each day after such most recent business day and prior to the relevant
calculation date.



“Stellar or the " Stellar Network” — The online, end-user-to-end-user network hosting a public transaction ledger,
known as the Blockchain, and the source code comprising the basis for the cryptographic and agorithmic
protocols governing the Stellar Network. See “ Overview of the XLM Industry and Market.”

“Total Basket Amount” — With respect to any creation order, the applicable Basket Amount multiplied by the
number of Baskets being created.

“Transfer Agency and Service Agreement” — The agreement between the Sponsor and the Transfer Agent which
sets forth the obligations and responsibilities of the Transfer Agent with respect to transfer agency services and
related matters.

“Transfer Agent” — Continental Stock Transfer & Trust Company, a Delaware corporation.

“Transfer Agent Fee” — Fee payableto the Transfer Agent for servicesit providesto the Trust, which the Sponsor
will pay to the Transfer Agent as a Sponsor-paid Expense.

“Treasury Regulations’ — The regulations, including proposed or temporary regul ations, promulgated under the
Code.

“Trust” — Grayscale Stellar Lumens Trust (XLM), aDelaware statutory trust, formed on October 26, 2018 under
the DSTA and pursuant to the Trust Agreement.

“Trust Agreement” — The Amended and Restated Declaration of Trust and Trust Agreement between the Trustee
and the Sponsor establishing and governing the operations of the Trust, as amended by Amendment No. 1 thereto
and as the same may be further amended from time to time.

“Trustee” — Delaware Trust Company, a Delaware trust company, is the Delaware trustee of the Trust.
“U.S.” — United States.
“U.S. dollar,” “USD” or “$” — United States dollar or dollars.

“XLM” or “Lumens’— Lumens tokens, which are atype of digital asset based on an open source cryptographic
protocol existing on the Stellar Network, comprising units that constitute the assets underlying the Trust’ s Shares.
See “Overview of the XLM Industry and Market.”



PART A. GENERAL COMPANY INFORMATION

Item 1. The exact name of theissuer and its predecessor (if any).

Thename of the Trust is Grayscale Stellar Lumens Trust (XLM). The Trust was previously named Stellar Lumens
Investment Trust, whose name was changed pursuant to a Certificate of Amendment to the Certificate of Trust of
Stellar Lumens Investment Trust filed with the Delaware Secretary of State on January 11, 2019.

ltem 2. The address of theissuer’s principal executive offices.

The address of the Sponsor is:

The Sponsor’ s telephone number is:
The Sponsor’ s facsimile number is:

The Sponsor’ s website:

Investor relations contact:

Grayscae Investments, LLC
290 Harbor Drive, 4t Floor
Stamford, CT 06902

(212) 668-1427
(212) 937-3645

The Sponsor maintains a corporate website, www.grayscale.com, which
contains general information about the Trust and the Sponsor. Thereference
to our website is an interactive textual reference only, and the information
contained on our website shall not be deemed incorporated by reference
herein.

Michael Sonnenshein
Grayscale Investments, LLC
290 Harbor Drive, 4™ Floor
Stamford, CT 06902
Telephone: (212) 668-1427
Facsimile: (212) 937-3645
Email: info@grayscale.com

Item 3. Thejurisdiction(s) and date of the issuer’sincor poration or organization.

The Trust was formed as a statutory trust in the State of Delaware on October 26, 2018. The Trust is currently

active in the State of Delaware.


mailto:info@grayscale.co

PART B. SHARE STRUCTURE

Item 4. The exact title and class of securities outstanding.

The only class of securities outstanding is common units of fractional undivided beneficial interest (“Shares’),
which represent ownership in the Trust. The Trust’ strading symbol on the OTCQX U.S. Marketplace of the OTC
Markets Group Inc. is“GXLM” and the CUSIP number for the Trust’s Shares is 38963R105.

Item 5. Par or stated value and description of the security.
A. Par or Stated Value

The Shares represent units of fractional undivided beneficial interest in and ownership of the Trust and have no
par value.

B. Common or Preferred Stock
General

The Trust is authorized under the Trust Agreement to create and issue an unlimited number of Shares. The Trust
issues Shares only in Baskets (a Basket equals a block of 100 Shares) in connection with creation orders. The
Shares represent common units of fractional undivided beneficial interest in and ownership of the Trust and have
no par value. The Shares are quoted on OTCQX under the ticker symbol “GXLM.”

The Shares may be purchased from the Trust on an ongoing basis, but only upon the order of Authorized
Participants and only in blocks of 100 Shares, which are referred to as Baskets. The Trust creates Shares on an
ongoing basis, but only in Baskets. Initially, each Share represented approximately 100.0000 of an XLM. As of
September 30, 2021, each Share represented approximately 93.1945 XL M. Shareholders that are not Authorized
Participants may not purchase (or, if then permitted, redeem) Shares or Baskets from the Trust. At thistime, the
Trust is not operating a redemption program for Shares and therefore the Shares are not redeemabl e by the Trust.

Description of Limited Rights

The Shares do not represent a traditional investment and should not be viewed as similar to “shares’ of a
corporation operating a business enterprise with management and a board of directors. A shareholder will not
have the statutory rights normally associated with the ownership of shares of a corporation. Each Share is
transferable, is fully paid and non-assessable and entitles the holder to vote on the limited matters upon which
shareholders may vote under the Trust Agreement. For example, shareholders do not have the right to elect or
remove directors and will not receive dividends. The Shares do not entitle their holders to any conversion or pre-
emptive rights or, except as discussed below, any redemption rights or rights to distributions.

Voting and Approvals

The sharehol derstake no part in the management or control of the Trust. Under the Trust Agreement, shareholders
have limited voting rights. For example, in the event that the Sponsor withdraws, a majority of the shareholders
may elect and appoint a successor sponsor to carry out the affairs of the Trust. In addition, no amendments to the
Trust Agreement that materially adversely affect the interests of shareholders may be made without the vote of at
least amgjority (over 50%) of the Shares (not including any Shares held by the Sponsor or its affiliates). However,
the Sponsor may make any other amendments to the Trust Agreement in its sole discretion without shareholder
consent provided that the Sponsor provides 20 days notice of any such amendment.
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Distributions

Pursuant to the terms of the Trust Agreement, the Trust may make distributions on the Shares in-cash or in-kind,
including in such form as is necessary or permissible for the Trust to facilitate its shareholders access to any
Incidental Rightsor to IR Virtual Currency.

In addition, if the Trust is terminated and liquidated, the Sponsor will distribute to the shareholders any amounts
of the cash proceeds of the liquidation remaining after the satisfaction of al outstanding liabilities of the Trust
and the establishment of reserves for applicable taxes, other governmental charges and contingent or future
liabilities as the Sponsor will determine. See “Description of the Trust Agreement—The Trustee—Termination
of the Trust.” Shareholders of record on the record date fixed by the Transfer Agent for a distribution will be
entitled to receive their pro rata portions of any distribution.

Appointment of Agent

Pursuant to the terms of the Trust Agreement, by holding the Shares, shareholders will be deemed to agree that
the Sponsor may cause the Trust to appoint an agent (any person appointed in such capacity, an “Agent”) to act
on their behalf in connection with any distribution of Incidental Rights and/or IR Virtual Currency if the Sponsor
has determined in good faith that such appointment is reasonably necessary or in the best interests of the Trust
and the shareholders in order to facilitate the distribution of any Incidental Rights and/or IR Virtual Currency.
The Sponsor may cause the Trust to appoint Grayscale Investments, LLC (acting other than in its capacity as
Sponsor) or any of its affiliates to act in such capacity.

Any Agent appointed to facilitate a distribution of Incidental Rights and/or IR Virtual Currency will receive an
in-kind distribution of Incidental Rights and/or IR Virtual Currency on behalf of the shareholders of record with
respect to such distribution, and following receipt of such distribution, will determine, in its sole discretion and
without any direction from the Trust, or the Sponsor, in its capacity as Sponsor of the Trust, whether and when to
sell the distributed Incidental Rights and/or IR Virtual Currency on behalf of the record date shareholders. If the
Agent is able to do so, it will remit the cash proceeds to the record date shareholders. There can be no assurance
asto the price or prices for any Incidental Rights and/or IR Virtual Currency that the Agent may realize, and the
value of the Incidental Rights and/or IR Virtual Currency may increase or decrease after any sale by the Agent.

Any Agent appointed pursuant to the Trust Agreement will not receive any compensation in connection with its
role as agent. However, any Agent will be entitled to receive from the record-date shareholders, out of the
distributed Incidental Rights and/or IR Virtual Currency, an amount of Incidental Rights and/or IR Virtual
Currency with an aggregate fair market value equal to the amount of administrative and other reasonabl e expenses
incurred by the Agent in connection with its activities as agent of the record-date shareholders, including expenses
incurred by the Agent in connection with any post-distribution sale of such Incidental Rights and/or IR Virtual
Currency.

The Sponsor currently expects to cause the Trust to appoint Grayscale Investments, LLC, acting other than in its
capacity as Sponsor, as Agent to facilitate any distribution of Incidental Rights and/or IR Virtual Currency to
shareholders. The Trust has no right to receive any information about any distributed Incidental Rights and/or IR
Virtual Currency or the disposition thereof from the record date shareholders, their Agent or any other person.

Creation of Shares

The Trust creates Shares such times and for such periods as determined by the Sponsor, but only in one or more
whole Baskets. A Basket equals 100 Shares. As of September 30, 2021, each Share represented approximately
93.1945 XLM. See “Creation and Redemption of Shares.” The creation of a Basket requires the delivery to the
Trust of the number of XLM represented by one Shareimmediately prior to such creation multiplied by 100. The
Trust may from time to time halt creations for extended periods of time, for a variety of reasons, including in
connection forks, airdrops and other similar occurrences.
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Redemption of Shares

Redemptions of Shares are currently not permitted and the Trust is unable to redeem Shares. Subject to receipt of
regulatory approval from the SEC and approval by the Sponsor in its sole discretion, the Trust may in the future
operate a redemption program. Because the Trust does not believe that the SEC would, at this time, entertain
an application for the waiver of rules needed in order to operate an ongoing redemption program, the Trust
currently has no intention of seeking regulatory approval from the SEC to operate an ongoing redemption
program.

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 Sponsor approves a redemption program, the Shares will
be redeemable only in accordance with the provisions of the Trust Agreement and the relevant Participant
Agreement. See*Risk Factors—Risk Factors Related to the Trust and the Shares—Because of the holding period
under Rule 144, the lack of an ongoing redemption program and the Trust’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 Index Price and the
Shares may trade at a substantial premium over, or substantial discount to, the Digital Asset Holdings per Share”,
“Risk Factors—Risk Factors Related to the Trust and the Shares—The Shares may trade at apricethat isat, above
or below the Trust’ sDigital Asset Holdings per Share asaresult of the non-current trading hours between OTCQX
and the Digital Asset Exchange Market” and “Risk Factors—Risk Factors Related to the Trust and the Shares—
The restrictions on transfer and redemption may result in losses on the value of the Shares.”

Transfer Restrictions

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 by the Sponsor. In determining whether to grant approval, the Sponsor will specifically look at whether
the conditions of Rule 144 under the Securities Act and any other applicable |aws have been met. Any attempt to
sell Shares without the approval of the Sponsor in its sole discretion will be void ab initio. A minimum one year
holding period will apply to all Shares purchased from the Trust.

Because of the one-year holding period and the lack of an ongoing redemption program, Shares should not be
purchased by any investor who is not willing and able to bear therisk of investment and lack of liquidity for at
least one year. No assurances are given that after the one year holding period, there will be any market for the
resale of Shares, or, if thereis such a market, as to the price at which such Shares may be sold into such a
market.

On abi-weekly basis, the Trust aggregates the Shares that have been held for the requisite holding period under
Rule 144 by non-affiliates of the Trust to assess whether the Rule 144 transfer restriction legends may be removed.
Any Shares that qualify for the removal of the Rule 144 transfer restriction legends are presented to outside
counsel, who may instruct the Transfer Agent to remove the transfer restriction legends from the Shares, allowing
the Shares to then be resold without restriction, including on OTCQX U.S. Marketplace. The outside counsel
requires that certain representations be made, providing that:

» the Shares subject to each sale have been held for more than ayear by the selling shareholder;
» the shareholder isthe sole beneficial owner of the Shares;

» the Sponsor isaware of no circumstancesin which the shareholder would be considered an underwriter or
engaged in the distribution of securities for the Trugt;

* none of the Shares are subject to any agreement granting any pledge, lien, mortgage, hypothecation,
security interest, charge, option or encumbrance;

» none of theidentified selling shareholdersis an affiliate of the Sponsor;

* the Sponsor consents to the transfer of the Shares; and
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» outside counsel and the Transfer Agent can rely on the representations.

In addition, because the Trust Agreement prohibits the transfer or sale of Shares without the prior written consent
of the Sponsor, the Sponsor must provide awritten consent that explicitly statesthat it irrevocably consentsto the
transfer and resale of the Shares. Once the transfer restriction legends have been removed from a Share and the
Sponsor has provided its written consent to the transfer of that Share, no consent of the Sponsor is required for
future transfers of that particular Share.

Book-Entry Form

Shares are held primarily in book-entry form by the Transfer Agent. The Sponsor or its delegate will direct the
Transfer Agent to credit the number of Creation Baskets to the Authorized Participant. The Transfer Agent will
issue Creation Baskets. Transfers will be made in accordance with standard securities industry practice. The
Sponsor may cause the Trust to issue Shares in certificated form in limited circumstancesin its sole discretion.

Share Solits

In its discretion, the Sponsor may direct the Transfer Agent to declare a split or reverse split in the number of
Shares outstanding and to make a corresponding change in the number of Shares constituting a Basket. For
example, if the Sponsor believes that the per Share price in the secondary market for Shares has risen or fallen
outside a desirable trading price range, it may declare such a split or reverse split.

Item 6. Thenumber of sharesor total amount of the securitiesoutstanding for each classof securities
authorized.

As of September 30, 2021 and 2020, the Trust had unlimited Shares authorized. As of September 30, 2021 and
2020, there were 824,600 and 165,100 Shares issued and outstanding, respectively.

The following table shows the number of the Shares outstanding:

Asof September 30,

2021 2020
(i) Number of Sharesauthorized Unlimited Unlimited
(it) Number of Shares outstanding 824,600 165,100
(iii) Number of Sharesfreely tradable ! 0 0
(iv) Number of beneficial holders owning at least 100
Shares? 74 24
(v) Number of holdersof record 2 74 24
ltem 7. The name and address of the transfer agent.

The Trust’ s transfer agent is Continental Stock Transfer & Trust Company (the “ Transfer Agent”). The Transfer
Agent’saddressis 1 State Street, 30 Floor, New Y ork, New Y ork 10004, and its telephone number is (212) 509-
4000. Continental Stock Transfer & Trust Company is registered under the Securities Exchange Act and is
regulated by the SEC.

1 Public float means the total number of unrestricted shares not held directly or indirectly by an officer, director, any person who isthe
beneficial owner of more than 10 percent of the total shares outstanding, or anyone who controls, is controlled by or is under common
control with such person, or any immediate family members of officers, directors and control persons.

2 Includes Cede & Co. nominee for DTC for the Shares traded on OTCQX. Therefore, this number does not include the individual
holders who have bought/sold Shares on OTCQX or transferred their eligible Shares to their brokerage accounts.
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PART C. BUSINESSINFORMATION

[tem 8. The nature of theissuer’s business.
A. Business Development

The activities of the Trust are limited to (i) issuing Baskets in exchange for XLM transferred to the Trust as
consideration in connection with the creations, (ii) transferring or selling XLM, Incidental Rights and IR Virtual
Currency as necessary to cover the Sponsor’s Fee and/or any Additional Trust Expenses, (iii) transferring XLM
in exchange for Baskets surrendered for redemption (subject to obtaining regulatory approval from the SEC and
approval from the Sponsor), (iv) causing the Sponsor to sell XL M, Incidental Rights and IR Virtual Currency on
the termination of the Trust, (v) making distributions of Incidental Rights and/or IR Virtual Currency 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 Trust Agreement, the Custodian Agreement, the Index License
Agreement and the Participant Agreements.

In addition, the Trust may engage in any lawful activity necessary or desirable in order to facilitate shareholders
access to Incidental Rights or IR Virtual Currency, provided that such activities do not conflict with the terms of
the Trust Agreement. The Trust will not be actively managed. It will not engage in any activities designed to
obtain a profit from, or to ameliorate losses caused by, changes in the market prices of XLM.

On July 29, 2019, the Sponsor entered into an agreement with Coinbase Custody Trust Company, LLC (the
“Custodian”) to serve as custodian for the underlying asset of the Trust (the “Custodian Agreement”). The
Custodian Agreement establishes the rights and responsibilities of the Custodian, the Sponsor, and the Trust with
respect to the safekeeping of the Trust’s digital assets. The Custodian Agreement is for an initial term of three
years with afee based on a percentage of assets under custody for each of the investment products sponsored or
managed by the Sponsor and for which the Custodian serves as the custodian. The fee paid to the Custodian isa
Sponsor-paid Expense. During the initial term, either party may terminate for certain events described in the
agreement, and after the initial term, either party may also terminate upon ninety days' prior written notice.

The Custodian is responsible for holding the private key(s) that provide access to the Trust’s digital wallets and
vaults, whereas previously, Ledger SAS was responsible for maintaining certain security factors that provided
accessto the Trust’ s digital assets.

The existing agreements that previously provided for the safekeeping of the Trust’ s digital assets were terminated
following the transfer of the safekeeping role to the Custodian.

Trust Objective

The Trust’s investment objective is for the value of the Shares (based on XLM per Share) to reflect the value of
XLM held by the Trust, determined by reference to the Index Price, lessthe Trust’ s expenses and other liabilities.
While an investment in the Sharesis not adirect investment in XL M, the Shares are designed to provide investors
with a cost-effective and convenient way to gain investment exposure to XLM. A substantial direct investment in
XLM may require expensive and sometimes complicated arrangements in connection with the acquisition,
security and safekeeping of the XLM and may involve the payment of substantial feesto acquire such XLM from
third-party facilitators through cash payments of U.S. dollars. Because the value of the Sharesis correlated with
the value of XLM held by the Trust, it isimportant to understand the investment attributes of, and the market for,
XLM.

There can be no assurance that the value of the Shares of the Trust will reflect the value of the Trust’s XL M, less
the Trust’ s expenses and other liabilities and the Shares may trade at a substantial premium over, or substantial
discount to, such value and the Trust may be unable to meet its investment objective for the foreseeable future.
The value of the Shares of the Trust may not reflect the value of the Trust’s XL M, less the Trust’s expenses and
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other liabilities, for avariety 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 Trust, XLM price
volatility, trading volumes on, or closures of, exchanges where XLM trades dueto fraud, failure, security breaches
or otherwise, and the non-current trading hours between any Secondary Market, if applicable, and the global
exchange market for trading XLM. As aresult, the Shares of the Trust may trade at a substantial premium over,
or asubstantial discount to, the value of the Trust’s XLM, less the Trust’s expenses and other liabilities, and the
Trust may be unable to meet itsinvestment objective for the foreseeable future.

At this time, the Trust is not operating a redemption program for Shares and therefore Shares are not
redeemable by the Trust. In addition, the Trust may halt creations for extended periods of time for a variety of
reasons, including in connection with forks, airdrops and other similar occurrences. As a result, 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 Trust’s Digital Asset Holdings per Share, which may cause the Sharesto trade at a
substantial premium over, or substantial discount to, the value of the Trust’s Digital Asset Holdings per Share.

Subject to receipt of regulatory approval from the SEC and approval by the Sponsor in its sole discretion, the
Trust may in the future operate a redemption program. Because the Trust does not believe that the SEC would, at
this time, entertain an application for the waiver of rules needed in order to operate an ongoing redemption
program, the Trust currently has no intention of seeking regulatory approval from the SEC to operate an ongoing
redemption program. Even if such relief is sought in the future, no assurance can be given asto the timing of such
relief or that such relief will be granted. If such relief is granted and the Sponsor approves aredemption program,
the Shares will be redeemable in accordance with the provisions of the Trust Agreement and the relevant
Participant Agreement. Although the Sponsor cannot predict with certainty what effect, if any, the operation of a
redemption program would have on the value 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 Trust’s XL M, less the Trust’ s expenses and other liabilities, 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“Risk Factors—Risk Factors Related to the Trust and the Shares—Because of the holding period under
Rule 144, the lack of an ongoing redemption program and the Trust’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 Index Price and the Shares
may trade at a substantial premium over, or substantial discount to, the Digital Asset Holdings per Share,” “Risk
Factors—Risk Factors Related to the Trust and the Shares—The Shares may trade at a price that is at, above or
below the Trust’s Digital Asset Holdings per Share as aresult of the non-current trading hours between OTCQX
and the Digital Asset Exchange Market,” “Risk Factors—Risk Factors Related to the Trust and the Shares—
Shareholders who purchase Shares on OTCQX that are trading at a substantial premium over the Digital Asset
Holdings per Share may suffer aloss on their investment if such premium decreases’ and “Risk Factors—Risk
Factors Related to the Trust and the Shares—The restrictions on transfer and redemption may result in losses on
the value of the Shares.”

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 September 30, 2021, each Share represented approximately 93.1945 XLM. The
logistics of accepting, transferring and safekeeping of XLM are dealt with by the Sponsor and the Custodian
Agreement, 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:
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Easily Accessible and Relatively Cost Efficient. Investorsin the Shares can also directly accessthe
Digital Asset Markets. The Sponsor believes that investors will be able to more effectively
implement strategic and tactical asset allocation strategies that use XLM by using the Shares
instead of directly purchasing and holding XLM, and for many investors, transaction costs related
to the Shareswill be lower than those associated with the direct purchase, storage and safekeeping
of XLM.

Market Traded and Transparent. Shares of the Trust that have become unrestricted in accordance
with Rule 144 under the Securities Act are quoted and trade on the over-the-market, OTCQX,
providing investors with an efficient means to implement various investment strategies. The Trust
will not hold or employ any derivative securities. Furthermore, the value of the Trust’s assets will
be reported each day on https.//grayscal e.com/products/grayscal e-stellar-lumens-trust/.

Minimal Credit Risk. The Shares represent an interest in actual XLM owned by the Trust. The
Trust’s XLM is 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 XLM for the
Trust using offline storage, or “cold storage”, mechanisms to secure the Trust’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 Trust differentiates itself from competing digital asset financial 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 Trust's XLM is
Coinbase Custody Trust Company, LLC. Other digital asset financial vehiclesthat use cold storage
may not use a custodian to hold their private keys.

Cold Storage of Private Keys. The private key shards associated with the Trust’' s XLM are kept in
cold storage, which means that the Trust’s XLM is disconnected and/or deleted entirely from the
internet. See “Custody of the Trust’'s XLM” for more information relating to the storage and
retrieval of the Trust’s private keysto and from cold storage. Other digital asset financial vehicles
may not utilize cold storage or may utilize less effective cold storage-rel ated hardware and security
protocols.

Location of Private Vaults. Private key shards associated with the Trust's XLM are distributed
geographically by the Custodian in secure vaults around the world, including in the United States.
Thelocations of the secure vaults may change regularly and are kept confidential by the Custodian
for security purposes.

Enhanced Security. Transfers from the Trust’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 Trust's
XLM. Private key shards are distributed geographically in secure vaults around the world,
including in the United States. As aresult, if any one secure vault is ever compromised, this event
will have no impact on the ability of the Trust 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 Trust’'s XLM.

Custodian Audits. The Custodian has agreed to allow the Trust and the Sponsor to take any
necessary stepsto verify that satisfactory internal control systems and proceduresarein place, and
to visit and inspect the systems on which the Custodian’s coins are held.
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» Directly Held XLM. The Trust directly owns actual XLM held through the Custodian. The direct
ownership of XLM isnot subject to counterparty or credit risks. This may differ from other digital
asset financial vehicles that provide XLM exposure through other means, such as the use of
financial or derivative instruments.

* Sponsor’s Fee. The Sponsor’'s Fee is a competitive factor that may influence the value of the
Shares.

Secondary Market Trading

While the Trust’s investment objective is for the value of Shares (based on XLM per Share) to reflect the value
of XLM held by the Trust, determined by reference to the Index Price, less the Trust’s expenses and other
liabilities, the Shares may trade in the Secondary Market on the OTCQX (or on another Secondary Market in the
future) at pricesthat arelower or higher than the Digital Asset Holdings per Share or NAV 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 the OTCQX from 6:00 am. until 5:00 p.m., New Y ork time, liquidity in the Digital
Asset Markets may fluctuate depending upon the volume and availability of larger Digital Asset Exchanges. As
aresult, during periods in which Digital Asset Market liquidity is limited or amajor Digital Asset Exchange is
off-line, trading spreads, and the resulting premium or discount, on the Shares may widen.

1 Theform of organization of the issuer.

The Trust is aDelaware statutory trust.

2. Theyear that theissuer (or any predecessor) was or ganized.
The Trust was formed on October 26, 2018.

3. Theissuer’sfiscal year end date.

The Trust’ sfiscal year end date is September 30.

4, Whether the issuer (or any predecessor) has been in bankruptcy, receivership or any similar
proceeding.

The Trust has not been in, and is not in the process of, any bankruptcy, receivership or any similar proceeding
since itsinception.

5. Any material reclassification, merger, consolidation, or purchase or sale of a significant amount of
assets.

The Trust has not undergone any materia reclassification, merger, consolidation, or purchase or sae of a
significant amount of assets since its inception.

6. Any default of the terms of any note, loan, lease, or other indebtedness or financing arrangement
requiring theissuer to make payments.

The Trust has not experienced any default of the terms of any note, loan, lease, or other indebtedness or financing
arrangement requiring the Trust to make payments since its inception.

7. Any change of control.
The Trust has not experienced any change of control since itsinception.

8. Any increase of 10% or mor e of the same class of outstanding equity securities.
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The Trust has only one class of outstanding equity securities. The Trust has experienced increases of more than
10% of the Shares since inception of the Trust (October 26, 2018). The Trust is an investment trust that has no
limit on the number of Shares that can be issued. The Trust publishes the total number of Shares outstanding as
of the end of each month on the Sponsor’ s website at www.grayscale.com.

0. Any past, pending or anticipated stock split, stock dividend, recapitalization, merger, acquisition,
spin-off, or reorganization.

There are no past or pending share splits, dividends, recapitalizations, mergers, acquisitions, spin-offs, or
reorgani zations since the Trust’ s inception.

10. Anyddlisting of theissuer’ssecuritiesby any securitiesexchange or deletion from the OTC Bulletin
Board.

There has not been any delisting of the Shares by any securities exchange or deletion from the OTC Bulletin
Board.

11.  Any current, past, pending or threatened legal proceedings or administrative actions either by or
against the issuer that could have a material effect on the issuer’s business, financial condition, or
operationsand any current, past or pending trading suspensions by a securitiesregulator. State the names
of the principal parties, the nature and current status of the matters, and the amountsinvolved.

There are no current, past, pending or, to the Sponsor’ s knowledge, threatened legal proceedings or administrative
actions either by or against the Trust or the Sponsor that could have a material effect on the Trust's or the
Sponsor’s business, financial condition, or operations and any current, past or pending trading suspensions by a
securities regulator.

B. Business of | ssuer.
OVERVIEW OF THE XLM INDUSTRY AND MARKET
I ntroduction to XL M and the Stellar Networ k

Stellar is an open-source, decentralized platform for exchanging money using blockchain technology. The Stellar
protocol is supported by SDF, a nonprofit which was founded in 2014 by Jed McCaleb, founder of Mt. Gox and
co-founder of Ripple, and Joyce Kim. The mission of SDF is to promote global financia access, literacy, and
inclusion. Over the past severa years, SDF has developed both a cross-border payments network through which
currency is transferred and a digital asset known as Lumens (“Lumens’ or “XLM”), which is transferred across
the Stellar Network. The Stellar Network was originally derived partially from the codebase of the XRP ledger
network, and is based on a shared public ledger, similar to Bitcoin. However, the Stellar Network differentiates
itself from other digital asset networksin that it isintended for transactional utility, not store of value. The Stellar
Network can be used to move money across borders quickly, reliably and for fractions of a penny and connects
banks, payments systems, and people.

Similar to the decentralized Bitcoin network, anyone can join and start using the Stellar Network; however unlike
the Bitcoin network, which operates on a fully permissionless blockchain, the Stellar Network is semi-
permissioned in that it requires users to maintain a list of trusted validators, known as “anchors’, and permits a
user to accept or reject a version of the distributed ledger based on whether it has been verified by a sufficient
number of validators on itslist. Most anchors are organizations like banks, savings institutions, farmers’ co-ops,
central banks, and remittance companies.

The Stellar Network’ s intended function is to allow users or businesses to conduct cross-currency transactions
securely and quickly. A conventional cross-currency transaction often requires liquidity providersto work across
severa currency pairs to facilitate the transaction, which increases transaction costs and can be time-intensive,
particularly when transacting between two rarely traded currency pairs. To reduce the costs and time associated
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with such transactions, the Stellar Network includesits own native digital asset known as XLM. XLM servestwo
purposes. First, XLM play a small anti-spam role. XLM are needed for transaction fees and minimum balances
on accounts on the Stellar Network in order to prevent people from overwhelming the network and to aid in
transaction prioritization. Each transaction has a transaction fee of 0.0002 XLM (approximately $0.00005 as of
September 30, 2021) associated with it. This fee prevents users with malicious intentions from flooding the
network, otherwise known as a Denial-of-Service (“DoS") attack. XL M serve as a security measure that mitigates
DoS attacks that attempt to generate large numbers of transactions or consume large amounts of space in the
Stellar Ledger. Similarly, the Stellar Network requires all accounts to hold a minimum balance of 1 XLM
(approximately $0.28 as of September 30, 2021). This requirement incentivizes users to declutter the Stellar
Ledger by eliminating abandoned accounts, thereby ensuring that all accounts are likely to have economic utility
on the Stellar Network. Second, XLM may facilitate multi-currency transactions. XLM sometimes facilitates
trades and liquidity between pairs of currencies between which there is not a large direct market, acting as a
bridge. This function is possible when there is a liquid market between XLM and each currency involved,
allowing for liquidity providersto use XLM to transfer value between two currencies, instead of working across
severa currency pairs. By design, transactions and accounts on Stellar are very low cost.

Unlike other digital assets such as Bitcoin and Ether, which are created through a progressive mining process,
100 billion XLM were created by SDF in connection with the launch of the Stellar Network in 2014. As part of
its custodial mandate, SDF oversees how the vast mgjority of XLM are distributed. The initial 100 billion XLM
held by SDF were distributed in accordance with the Initial Distribution Programs. In November 2019, SDF
removed or “burned” approximately 55 billion of the XLM it held in order to reduce its ownership stake and will
distribute its remaining XLM in accordance with the November 2019 Burn and Distribution Programs. For
additional information see “Overview of the XLM Industry and Market—Creation of XLM.”

Overview of the Sellar Network’ s Operations

In order to own, transfer or use XLM directly on the Stellar Network, as opposed to through an intermediary,
such as a custodian, a person generally must have internet access to connect to the Stellar Network. XLM
transactions may be made directly between end-users without the need for a third-party intermediary. To
prevent the possibility of double-spending XLM, a user must notify the Stellar Network of the transaction by
broadcasting the transaction data to its network peers. The Stellar Network provides confirmation against
double-spending by memorializing every transaction in the Stellar Ledger, which is publicly accessible and
transparent. This memorialization and verification against double-spending is accomplished through the
Stellar Network consensus process, which adds “blocks” of data, including recent transaction information, to
the Stellar Ledger.

Brief Description of XLM Transfers

Prior to engaging in XLM transactions directly on the Stellar Ledger, a user generally must first install on its
computer or mobile device a Stellar Network software program that will allow the user to generate a private and
public key pair associated with an XL M addresscommonly referred to asa“wallet.” The Stellar Network software
program and the XLM address also enable the user to connect to the Stellar Network and transfer XLM to, and
receive XLM from, other users.

Each Stellar Network address, or wallet, is associated with a unique “public key” and “private key” pair. To
receive XLM, the XLM recipient must provide its public key to the party initiating the transfer. This activity is
analogous to a recipient for a transaction in U.S. dollars providing a routing address in wire instructions to the
payor so that cash may be wired to the recipient’ saccount. The payor approvesthetransfer to the address provided
by the recipient by “signing” atransaction that consists of the recipient’ s public key with the private key of the
address from where the payor is transferring the XL M. The recipient, however, does not make public or provide
to the sender itsrelated private key.

Neither the recipient nor the sender reveal their private keys in a transaction, because the private key authorizes
transfer of the funds in that address to other users. Therefore, if a user loses his or her private key, the user may
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permanently lose access to the XLM contained in the associated address. Likewise, XLM isirretrievably lost if
the private key associated with them is deleted and no backup has been made. When sending XLM, a user’s
Stellar Network software program must validate the transaction with the associated private key. In addition, since
every computation on the Stellar Network requires processing power, there is atransaction fee involved with the
transfer that is paid by the payor. Theresulting digitally validated transaction is sent by the user’ s Stellar Network
software program to the Stellar Network validators to allow transaction confirmation.

Stellar Network validators record and confirm transactions when they validate and add blocks of information to
the Stellar Ledger. When avalidator validates a block, it creates that block, which includes datarelating to (i) the
satisfaction of the consensus mechanism to validate the block, (ii) a reference to the prior block in the Stellar
Ledger to which the new block is being added and (iii) transactions that have submitted to the Stellar Network
but have not yet been added to the Stellar Ledger. The validator becomes aware of outstanding, unrecorded
transactions through the data packet transmission and distribution discussed above.

Upon the addition of a block included in the Stellar Ledger, the Stellar Network software program of both the
spending party and the receiving party will show confirmation of the transaction on the Stellar Ledger and reflect
an adjustment to the XLM balance in each party’s Stellar Network public key, completing the XLM transaction.
Once atransaction is confirmed on the Stellar Ledger, it isirreversible.

Some XLM transactions are conducted “off-blockchain” and are therefore not recorded in the Stellar Ledger.
These off-blockchain transactions involve the transfer of control over or ownership of a specific digital wallet
holding XLM or the reallocation of ownership of certain XLM in a pooled-ownership digital wallet, such as a
digital wallet owned by a digital asset exchange. In contrast to on-blockchain transactions, which are publicly
recorded on the Stellar Ledger, information and data regarding off-blockchain transactions are generally not
publicly available. Therefore, off-blockchain transactions are not truly XLM transactions in that they do not
involve the transfer of transaction data on the Stellar Network and do not reflect a movement of XLM between
addresses recorded in the Stellar Ledger. For these reasons, off-blockchain transactions are subject to risks as any
such transfer of XLM ownership is not protected by the protocol behind the Stellar Network or recorded in and
validated through the blockchain mechanism.

Creation of New XLM
The Initial Distribution Programs

Unlike other digital assets such as Bitcoin and Ether, which are created through a progressive mining process,
100 billion XLM were created and held by SDF in connection with the launch of the Stellar Network in 2014. As
part of its custodial mandate in holding theinitial XLM created, SDF oversees how the vast mgority of XLM are
distributed. Theinitial 100 billion XLM held by SDF are required to be distributed as follows:

Direct Sgn-up Program: 50% to individuals. Small amounts of XLM were given to each unique individual
who signs up through an invitation link. The Direct Sign-up Program is conducted in rounds and with a phased
roll-out to encourage learning and public awareness throughout the distribution process. In connection with
the Direct Signup, in November 2018 Stellar distributed $125 million in XLM, nearly 500 million XLM at
the time, to 30 million wallet holders of the digital asset wallet company, Blockchain.

Partnership Program: 25% to partners. Up to $2.0 million in XLM, on a per partner basis, were given to
businesses, governments, institutions, or nonprofit organizations that contribute to the growth and adoption
of the Stellar Network

Bitcoin Program: 19% to Bitcoin holders. The Bitcoin program was completed in two rounds: one round was
completed in October 2016 and another was completed in August 2017. Any unclaimed XL M was distributed
to SDF for operational expenses and to fund the Stellar Build Challenge, an ongoing program to reward
innovation and development in the Stellar ecosystem.
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XRP Program: 1% to XRP holders. The XRP program was completed at the same time as the August 2017
round of the Bitcoin Program. Any unclaimed XLM was distributed to SDF for operational expenses and to
fund the Stellar Build Challenge.

SDF Operational Fund: 5% reserved for SDF operational expenses.

Following the launch of the Stellar Network and the Distribution Programs, XLM supply increases by a fixed
inflation rate of 1% per year. Aside from the 1% inflation rate, no further XLM could be created or distributed
according to the Stellar protocol. In October 2019, the Stellar community voted to remove the inflation rate.

The November 2019 Burn and Distribution Programs

In November 2019, SDF removed, or “burned”, approximately 55 billion of the approximately 105 billion of
XLM’stotal supply at thetimein order to reduce its ownership stake. As aresult, as of December 31, 2020, SDF
holds approximately 30 billion XLM of the remaining approximately 50 billion of XLM’stotal supply. SDF has
indicated that it will distribute its remaining XLM as follows:

Direct Development: 12 billion XLM from the original SDF Operational Fund will be used by SDF for the
development of the Stellar protocol. This allocation is escrowed and unlocks at a rate of 3 billion XLM per
year until 2023.

Ecosystem Support: 2 billion XLM from the original Partnership Program will be used for ecosystem support
to be allocated as follows:

» Infrastructure Grant: 1 billion XLM for network utility.

» Currency Support: 1 billion XLM for payment interfaces such astethers, deposit/withdrawal endpoints
and liquidity.

Use-Case Investment: The remaining 10 billion XLM from the original Partnership Program will be used for
partners exploring new use cases for XLM to be allocated as follows:

* New Products: 2 billion XLM for SDF to build and own new projects on the Stellar protocol.

o Stellar Enterprise Fund: 8 billion XLM for SDF to acquire or invest in businesses that have potential
for the Stellar ecosystem.

User Acquisition: 6 billion XLM for airdrops to drive awareness and adoption to be allocated as follows

» Marketing Support: 2 billion XLM for marketing, public relations and communications.

* In-App Digtributions: 4 billion XLM for airdropsin Stellar-built applications and services.

As of September 30, 2021, approximately 23.8 billion XLM have been distributed and were outstanding.
Consensus and Validation Process

The Stellar Network is kept running by many distributed servers that process transactions. A transaction begins
when a user’s Stellar Network software signs and transmits transaction information to servers, which relay these
candidate transactions throughout the Stellar Network for processing on the Stellar Ledger. Like a traditional
ledger, the Stellar Ledger records alist of all the balances and transactions belonging to every single account on
the Stellar Network. A complete copy of the global Stellar Ledger is hosted on each server that runs the Stellar
software. Any entity can run a Stellar server. These servers form the decentralized Stellar Network, allowing the
Stellar Ledger to be distributed as widely as possible. The servers sync and validate the Stellar Ledger by a
mechanism known as consensus to ensure that transactions are valid and are recorded successfully on the global
Stellar Ledger. For example, if a user on the Stellar Network wants to send a $5 payment to another user, the
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majority of serverswill have to agree that the sender does in fact own $5 worth of credit on the Stellar Network
before they will mark the transaction as valid. This entire process of coming to consensus on the Stellar Network
occurs approximately every 2 to 5 seconds.

Limitson XLM Supply

As described above, unlike other digital assets such as Bitcoin and Ether, which are created through a progressive
mining process, 100 billion XLM were created by SDF in connection with the launch of the Stellar Network in
2014. Following the launch, XLM supply increased by a fixed inflation rate of 1% per year. Aside from the 1%
inflation rate, no further XLM could be created or distributed according to the Stellar protocol. In October 2019,
the Stellar community voted to remove the inflation rate. In November 2019, SDF removed, or “burned”,
approximately 55 billion of the approximately 105 billion of XLM’stotal supply at the timein order to reduceits
ownership stake. See “Creation of XLM—The November 2019 Burn and Distribution Program” for additional
information.

As of September 30, 2021, approximately 23.8 million XLM have been distributed and were outstanding.
M odificationsto the XLM Protocol

Although the Stellar Network’ s protocol is an open source project, it islargely managed by SDF, which generally
has control over amendments to, and the development of, the protocol’s source code. Therefore, it is generally
the SDF developers that are able to access and alter the Stellar Network source code and, as a result, they are
responsible for official releases of updates and other changes to the Stellar Network’ s source code. For example,
if athird-party developer submits a request to alter the Stellar Network’s source code, SDF's reviewers must
approve the request, after which an SDF maintainer of the Stellar Ledger will implement such request.

The release of updates to the Stellar Network’s source code does not guarantee that the updates will be
automatically adopted. Users and servers must accept any changes made to the Stellar Network’ s source code by
downloading the proposed modifications.

A modification of the Stellar Network’s source code is effective only with respect to the Stellar users and
validators that download it. If a modification is accepted by only a percentage of users and validators, adivision
in the Stellar Network will occur such that one network will run the pre-modification source code and the other
network will run the modified source code. Such adivisionisknown asa“fork.” See*Risk Factors—Risk Factors
Related to Digital Assets—A temporary or permanent “fork” could adversely affect the value of the Shares.”
Conseguently, as a practical matter, a modification to the source code becomes part of the Stellar Network only
if accepted by participants collectively having most of the processing power on the Stellar Network.

XLM Value
Digital Asset Exchange Valuation

The value of XLM is determined by the value that various market participants place on XLM through their
transactions. The most common means of determining the value of an XLM is by surveying one or more Digital
Asset Exchanges where XLM is traded publicly and transparently (e.g., Coinbase Pro, Kraken, Bitstamp and
Binance.US). The Stellar Network also acts as an exchange platform itself, so it is possible to sell XLM for USD
or other fiat pairs within the Stellar Network without needing a third-party exchange. This protects the Stellar
Network from the impact of the collapse of any single exchange and resulting market disruption.

Digital Asset Exchange Public Market Data

Oneach online Digital Asset Exchange, XLM istraded with publicly disclosed valuationsfor each executed trade,
measured by one or more fiat currencies such as the U.S. dollar or euro or by the widely used cryptocurrency
Bitcoin. Over-the-counter dealers or market makers do not typically disclose their trade data.
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Asof September 30, 2021, the Digital Asset Exchangesincluded in the Index are Coinbase Pro, Kraken, Bitstamp
and Binance.US. As further described below, each of these Digital Asset Exchanges are in compliance with
applicable U.S. federal and state licensing requirements and practices regarding AML and KY C regulations.

Coinbase Pro: A U.S.-based exchange registered asamoney services business (“MSB”) with FinCen and licensed
asavirtua currency business under the NY DFS BitLicense as well as money transmitter in various U.S. states.

Kraken: A U.S.-based exchange registered as an MSB with FinCen and licensed as money transmitter in various
U.S. states. Kraken does not hold a BitLicense.

Bitstamp: A U.K.-based exchange registered as an MSB with FinCen and licensed as a virtual currency business
under the NY DFS BitLicense as well as money transmitter in various U.S. states.

Binance: A Cayman |slands-based exchange registered asan M SB with FinCen and licensed as money transmitter
invarious U.S. states. Binance does not hold a BitLicense.

Currently, there are several Digital Asset Exchanges operating worldwide and online Digital Asset Exchanges
represent a substantial percentage of XLM buying and selling activity and provide the most data with respect to
prevailing valuations of XLM. These exchanges include established exchanges such as exchanges included in the
Index which provide anumber of optionsfor buying and selling XLM. The below tabl e reflectsthe trading volume
in XLM and market share of the XLM-U.S. dollar trading pairs of each of the Digital Asset Exchanges included
in the Index as of September 30, 2021, using data reported by the Index Provider:

Stellar Lumens Exchangesincluded in the Index as of September 30, Market

2021 Volume (XLM) Sharet

Coinbase Pro 95,316,692,217 79.97%

Kraken 9,653,683,571 8.10%

Bitstamp 8,327,859,918 6.99%

Binance.US 5,858,031,046 4.91%
Total XLM-USD trading pair 119,156,266,752 99.97%

10n October 18, 2020, the Index Provider removed Bittrex (XLM/XBT) and added Bitstamp (XLM/USD) and Binance.US (XLM/USD)
as part of its scheduled quarterly review.

Forms of Attack Against the Stellar Network

All networked systems are vulnerable to various kinds of attacks. As with any computer network, the Stellar
Network contains certain flaws. For example, the Stellar Network requires users to maintain a list of trusted
validators to verify transactions on the Stellar Ledger. If a malicious actor were to gain control over a sufficient
number of trusted validators it would have the ability to manipulate the Stellar Ledger and thus the Stellar
Network. Any attack on the Stellar Network that impactsthe ability to transfer XLM could have amaterial adverse
effect on the price of XLM and the value of the Shares. Other digital asset networks have been subject to denial
of service attacks which have led to delays in block creation and the transfer of the digital assets, and this sort of
attack is also possible on the Stellar Network if amalicious actor has a sufficient number of XLM to overwhelm
the Stellar Network.

Market Participants
Validators

The Stellar Network is kept running by many distributed servers, known as validators, that process transactions.
For processing transactions, these entities receive a transaction fee based on the number of operations the
transaction contains multiplied by the base fee of 0.00001 XLM (approximately $0.000003 as of September 30,
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2021). Most of these entities are organizations like banks, savings ingtitutions, farmers co-ops, central banks,
and remittance companies.

Investment and Speculative Sector

This sector includes the investment and trading activities of both private and professional investors and
speculators. Historically, larger financial services ingtitutions are publicly reported to have limited involvement
in investment and trading in digital assets, although the participation landscape is beginning to change.

Retail Sector

Theretail sector includes users transacting in direct peer-to-peer XLM transactions through the direct sending of
XLM over the Stellar Network. While the use of other digital currencies, such as Bitcoin, to purchase goods and
services from commercial or service businessis developing, XLM has not yet been accepted in the same manner,
presumably because of its relative infancy and because XLM has a different purpose than Bitcoin that is focused
more on institutional use cases.

Service Sector

This sector includes companies that provide a variety of services including the buying, selling, payment
processing and storing of XLM. Binance, Coinbase Pro, Bittrex and Kraken are some of the largest Digital Asset
Exchanges by volume traded. Coinbase Custody Trust Company, LLC, the Custodian for the Trust, is a digital
asset custodian that provides custodial accounts that store XLM for users. As the Stellar Network continues to
grow in acceptance, it is anticipated that service providers will expand the currently available range of services
and that additional parties will enter the service sector for the Stellar Network.

Competition

More than 12,000 other digital assets, as tracked by CoinMarketCap.com as of September 30, 2021, have been
developed since the inception of Bitcoin, currently the most developed digital asset because of the length of time
it has been in existence, the investment in the infrastructure that supports it, and the network of individuals and
entities that are using Bitcoin in transactions. While XLM has enjoyed some success in its limited history, the
aggregate value of outstanding XLM is much smaller than that of Bitcoin and may be eclipsed by the more rapid
development of other digital assets.

Many consortiaand financial institutions that can be potential XL M users are also creating private, permissioned
versions of digital assets which may represent a larger threat to XLM than other digital assets because of the
ingtitutional customers targeted. For example, J.P. Morgan and others are developing an open-source platform
called Quorum, which is described as a version of Ethereum designed for use by the financial services industry.
The Stellar Network also faces competition from what are known as permissioned blockchains, which includes
Facebook’s Libra, R3's Corda, Hyperledger and the Enterprise Ethereum Alliance. Like the Stellar Network,
these platforms offer financial payment networks and have partnered with many financial institutions. However,
unlike the Stellar Network, these platforms do not require a native digital asset. It is unclear whether financial
institutions will prefer permissioned blockchains without digital assets over the Stellar Network and XLM in the
future.

Government Oversight

Asdigital assets have grown in both popularity and market size, the U.S. Congress and a number of U.S. federal
and state agencies (including FINCEN, SEC, CFTC, FINRA, the Consumer Financial Protection Bureau
(“CFPB"), the Department of Justice, the Department of Homeland Security, the Federal Bureau of Investigation,
the IRS and state financial institution regulators) have been examining the operations of digital asset networks,
digital asset users and the Digital Asset Exchange Market, with particular focus on the extent to which digital
assets can be used to launder the proceeds of illegal activities or fund criminal or terrorist enterprises and the
safety and soundness of exchanges or other service providersthat hold digital assetsfor users. Many of these state
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and federal agencies have issued consumer advisories regarding the risks posed by digital assets to investors. In
addition, federal and state agencies, and other countries have issued rules or guidance about the treatment of
digital asset transactions or requirements for businesses engaged in digital asset activity.

In addition, the SEC, U.S. state securities regulators and severa foreign governments have issued warnings that
digital assets sold in initial coin offerings may be classified as securities and that both those digital assets and
initial coin offerings may be subject to securities regulations. Ongoing and future regulatory actions may alter,
perhaps to a materialy adverse extent, the nature of an investment in the Shares or the ability of the Trust to
continue to operate. Additionally, U.S. state and federal, and foreign regulators and legislatures have taken action
against virtual currency businesses or enacted restrictive regimes in response to adverse publicity arising from
hacks, consumer harm, or criminal activity stemming from virtual currency activity.

In August 2021, the chairman of the SEC stated that he believed investors using digital asset trading platforms
are not adequately protected, and that activities on the platforms can implicate the securities laws, commodities
laws and banking laws, raising anumber of issuesrelated to protecting investors and consumers, guarding against
illicit activity, and ensuring financial stability. The chairman expressed a need for the SEC to have additional
authorities to prevent transactions, products, and platforms from “falling between regulatory cracks,” as well as
for more resources to protect investors in “this growing and volatile sector.” The chairman called for federal
legidlation centering on digital asset trading, lending, and decentralized finance platforms, seeking “additional
plenary authority” to write rulesfor digital asset trading and lending. See “Risk Factors—Risk Factors Related to
the Regulation of the Trust and the Shares—Regulatory changes or actions by U.S. Congress or any U.S. federal
or state agencies may affect the value of the Shares or restrict the use of XLM, mining activity or the operation
of the Stellar Network or the Digital Asset Exchange Market in a manner that adversely affects the value of the
Shares’, “—A determination that a digital asset is a“security” may adversely affect the value of XLM and the
value of the Shares” and “—Changesin SEC policy could adversely impact the value of the Shares.”

Various foreign jurisdictions have, and may continue to, in the near future, adopt laws, regulations or directives
that affect adigital asset network, the Digital Asset Markets, and their users, particularly Digital Asset Exchanges
and service providersthat fall within such jurisdictions' regulatory scope. For example:

» China has made transacting in cryptocurrencies illegal for Chinese citizens in mainland China, and
additional restrictions may follow. Chinahas banned initial coin offerings and there have been reports that
Chinese regulators have taken action to shut down a number of China-based Digital Asset Exchanges. In
May 2021, the Chinese government announced renewed efforts to restrict cryptocurrency trading and
mining activities, citing concerns about high energy consumption and its desire to promote financial
stability. Regulators in the Inner Mongolia and other regions of China have proposed regulations that
would create penaties for companies engaged in cryptocurrency mining activities and introduce
heightened energy saving requirements on industrial parks, data centers and power plants providing
electricity to cryptocurrency miners. In January 2018, a Chinese news organization reported that the
People' s Bank of China had ordered financial institutions to stop providing banking or funding to “any
activity related to cryptocurrencies.”

» South Korea determined to amend its Financial Information Act in March 2020 to require virtual asset
service providers to register and comply with its AML and counter-terrorism funding framework. These
measures also provide the government with the authority to close Digital Asset Exchanges that do not
comply with specified processes. South Korea has also banned initial coin offerings.

* The Reserve Bank of Indiain April 2018 banned the entities it regulates from providing services to any
individuals or business entities dealing with or settling digital assets. In March 2020, this ban was
overturned in the Indian Supreme Court, although the Reserve Bank of Indiais currently challenging this
ruling.

* The United Kingdom’s Financial Conduct Authority published final rules in October 2020 banning the
sale of derivatives and exchange traded notes that reference certain types of digital assets, contending that
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they are“ill-suited” to retail investors citing extreme volatility, valuation challenges and association with
financial crime.

There remains significant uncertainty regarding foreign governments’ future actions with respect to the regulation
of digital assets and Digital Asset Exchanges. Such laws, regulations or directives may conflict with those of the
United States and may negatively impact the acceptance of XLM by users, merchants and service providers
outside the United States and may therefore impede the growth or sustainability of the XLM economy in the
United States and globally, or otherwise negatively affect the value of XLM held by the Trust. The effect of any
future regulatory change on the Trust or the XLM held by the Trust is impossible to predict, but such change
could be substantial and adverse to the Trust and the value of the Shares.

See “Risk Factors—Risk Factors Related to the Regulation of the Trust and the Shares—Regulatory changes or
actions by U.S. Congress or any U.S. federal or state agencies may affect the value of the Shares or restrict the
use of XLM, mining activity or the operation of the Stellar Network or the Digital Asset Marketsin a manner that
adversely affects the value of the Shares.”

Not a Regulated Commaodity Pool

The Trust is not aregistered investment company under the Investment Company Act and the Sponsor believes
that the Trust is not required to register under the Investment Company Act. The Trust will not trade, buy, sell or
hold XLM derivatives, including XLM futures contracts, on any futures exchange. The Trust is authorized solely
to take immediate delivery of actual XLM. The Sponsor does not believe the Trust’s activities are required to be
regulated by the CFTC under the CEA as a “commodity pool” under current law, regulation and interpretation.
The Trust will not be operated by a CFTC-regulated commodity pool operator because it will not trade, buy, sell
or hold XLM derivatives, including XLM futures contracts, on any futures exchange. Investorsin the Trust will
not receive the regulatory protections afforded to investors in regulated commodity pools, nor may the COMEX
division of the New York Mercantile Exchange or any futures exchange enforce its rules with respect to the
Trust’ s activities. In addition, investorsin the Trust will not benefit from the protections afforded to investorsin
XLM futures contracts on regulated futures exchanges.
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GRAYSCALE STELLAR LUMENSTRUST (XLM)
Description of the Trust

The Trust is a Delaware Statutory Trust that was formed on October 26, 2018 by the filing of the Certificate of
Trust with the Delaware Secretary of State in accordance with the provisions of the Delaware Statutory Trust Act
(“DSTA”). On January 11, 2019, the Trust changed its name from Stellar Lumens Investment Trust to Grayscale
Stellar Lumens Trust (XLM) by filing a Certificate of Amendment to the Certificate of Trust with the Delaware
Secretary of State in accordance with the provisions of the DSTA. The Trust operates pursuant to the Trust
Agreement.

The Trust’ s investment objective is for the value of the Shares (based on XLM per Share) to reflect the value of
XLM held by the Trust, determined by reference to the Index Price, lessthe Trust’ s expenses and other liabilities.
There can be no assurance that the value of the Shares of the Trust will reflect the value of the Trust’s XL M, less
the Trust’ s expenses and other liabilities and the Shares may trade at a substantial premium over, or substantial
discount to, such value and the Trust may be unable to meet its investment objective for the foreseeable future.
The value of the Shares of the Trust may not reflect the value of the Trust’s XLM, less the Trust’s expenses and
other liabilities, for avariety 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 Trust, XLM price
volatility, trading volumeson, or closures of, exchangeswhere XLM trades dueto fraud, failure, security breaches
or otherwise, and the non-current trading hours between any Secondary Market, if applicable, and the global
exchange market for trading XLM. As aresult, the Shares of the Trust may trade at a substantial premium over,
or asubstantial discount to, the value of the Trust’s XLM, less the Trust’s expenses and other liabilities, and the
Trust may be unable to meet its investment objective for the foreseeable future.

The Shares represent units of fractional undivided beneficial interest in, and ownership of, the Trust. The Trust is
passive and is not managed like a corporation or an active investment vehicle. The Trust’s XLM are held by the
Custodian on behalf of the Trust. The Trust's XLM will be transferred out of the Digital Asset Account only in
the following circumstances: (i) transferred to pay the Sponsor’s Fee or any Additional Trust Expenses, (ii) sold
on an as-needed basis to pay Additional Trust Expenses or (iii) sold on behalf of the Trust in the event the Trust
terminatesand liquidatesits assets or as otherwise required by law or regulation. Assuming that the Trust istreated
as a grantor trust for U.S. federal income tax purposes, each delivery or sale of XLM by the Trust to pay the
Sponsor’s Fee or any Additional Trust Expenses will be a taxable event for shareholders. See “Certain U.S.
Federal Income Tax Consequences—Tax Consequencesto U.S. Holders.”

The Trust is not aregistered investment company under the Investment Company Act and the Sponsor believes
that the Trust is not required to register under the Investment Company Act. The Trust will not hold or trade in
commodity futures contracts or other derivative contracts regulated by the CEA, as administered by the CFTC.
The Sponsor believesthat the Trust is not acommodity pool for purposes of the CEA, and that neither the Sponsor
nor the Trusteeis subject to regul ation asacommaodity pool operator or acommodity trading adviser in connection
with the operation of the Trust.

The Trust expects to create Shares from time to time but only in Baskets. A Basket equals ablock of 100 Shares.
The number of outstanding Shares is expected to increase from time to time as aresult of the creation of Baskets.
The creation of Baskets will require the delivery to the Trust of the number of XLM represented by the Baskets
being created. The creation of a Basket will be made only in exchange for the delivery to the Trust of the number
of whole and fractional XLM represented by each Basket being created, the number of which is determined by
dividing (x) the number of XLM owned by the Trust at 4:00 p.m., New Y ork time, on the relevant trade date,
after deducting the number of XLM representing the U.S. dollar value of accrued but unpaid fees and expenses
of the Trust (converted using the Index Price at such time, and carried to the eighth decimal place) by (y) the
number of Shares outstanding at such time (with the quotient so obtained cal culated to one one-hundred-millionth
of one XLM (i.e., carried to the eighth decimal place)), and multiplying such quotient by 100.
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Although the redemption of Shares is provided for in the Trust Agreement, the redemption of Shares is not
currently permitted and the Trust does not currently operate aredemption program. Subject to recei pt of regulatory
approval from the SEC and approval by the Sponsor in its sole discretion, the Trust may in the future operate a
redemption program. Because the Trust does not believe that the SEC would, at thistime, entertain an application
for the waiver of rules needed in order to operate an ongoing redemption program, the Trust currently has no
intention of seeking regulatory approval from the SEC to operate an ongoing redemption program. 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 Sponsor approves a redemption program, the Shares will be redeemable
in accordance with the provisions of the Trust Agreement and the relevant Participant Agreement. Although the
Sponsor cannot predict with certainty what effect, if any, the operation of a redemption program would have on
the value of the Shares, thiswill allow Authorized Participantsto take advantage of arbitrage opportunities created
when the market value of the Shares deviates from the value of the Trust’s XLM, less the Trust’s expenses and
other liabilities, 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.

Each Share represented approximately 93.1945 XLM as of September 30, 2021. Each Sharein theinitial Baskets
represented approximately 100.0000 XLM. The number of XLM required to create a Basket is expected to
continue to gradually decrease over time due to the transfer or sale of the Trust’s XLM to pay the Sponsor’s Fee
and any Additional Trust Expenses. The Trust will not accept or distribute cash in exchange for Baskets other
than upon its dissolution. Authorized Participants may sell to other investors the Shares they purchase from the
Trust only in transactions exempt from registration under the Securities Act. For a discussion of risks relating to
the unavailability of aredemption program, see” Risk Factors—Risk Factors Related to the Trust and the Shares—
Because of the holding period under Rule 144, the lack of an ongoing redemption program and the Trust’ 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 Index Price and the Shares may trade at a substantial premium over, or substantial discount to, the Digital
Asset Holdings per Share” and “ Risk Factors—Risk Factors Related to the Trust and the Shares—The restrictions
on transfer and redemption may result in losses on the value of the Shares.”

The Sponsor will determine the Trust’s Digital Asset Holdings on each business day as of 4:00 p.m., New Y ork
time, or as soon thereafter as practicable. The Sponsor will aso determine the Digital Asset Holdings per Share,
which equalsthe Digital Asset Holdings of the Trust divided by the number of outstanding Shares. Each business
day, the Sponsor will publish the Trust’s Digital Asset Holdings and Digital Asset Holdings per Share on the
Trust’s website, https://grayscale.com/products/grayscale-stellar-lumens-trust/, as soon as practicable after the
Trust’s Digital Asset Holdings and Digital Asset Holdings per Share have been determined by the Sponsor. See
“Vauation of XLM and Determination of the Trust’ s Digital Asset Holdings.”

The Trust’ sassets consist solely of XLM, Incidental Rights, IR Virtual Currency, proceedsfrom the sale of XLM,
Incidental Rightsand IR Virtual Currency pending use of such cash for payment of Additional Trust Expenses or
distribution to the shareholders and any rights of the Trust pursuant to any agreements, other than the Trust
Agreement, to which the Trust is a party. Each Share represents a proportional interest, based on the total number
of Shares outstanding, in each of the Trust’s assets as determined in the case of XLM by reference to the Index
Price, less the Trust’'s expenses and other liabilities (which include accrued but unpaid fees and expenses). The
Sponsor expects that the market price of the Shares will fluctuate over time in response to the market prices of
XLM. In addition, because the Shares will reflect the estimated accrued but unpaid expenses of the Trust, the
number of XLM represented by a Share will gradually decrease over time as the Trust’s XLM is used to pay the
Trust’s expenses. The Trust does not expect to take any Incidental Rightsor IR Virtual Currency it may hold into
account for purposes of determining the Trust’s Digital Asset Holdings or the Digital Asset Holdings per Share.

XLM pricing information is available on a 24-hour basis from various financial information service providers or
Stellar Network information sites such as Tradeblock.com or Bitcoincharts.com. The spot price and bid/ask
spreads may also be available directly from Digital Asset Exchanges. As of September 30, 2021, the constituent
Digital Asset Exchanges of the Index were Coinbase Pro, Binance.US, Bitstamp and Kraken. The Index Provider
may remove or add Digital Asset Exchanges to the Index in the future at its discretion. Market prices for the
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Shares will be available from a variety of sources, including brokerage firms, information websites and other
information service providers. In addition, on each business day the Trust's website will provide pricing
information for the Shares.

XLM iscarried at fair value for financial reporting purposes. Unlike the procedure used for determining the Index
Price and the Trust’s Digital Asset Holdings, which are calculated using a volume weighted average calculated
across multiple Digital Asset Exchanges, the fair value of XLM and NAV presented in the financial statements
are calculated in accordance with GAAP based on the price provided by the Digital Asset Exchange that the Trust
considers its principal market as of 4:00 p.m., New York time, on the valuation date. The Trust determines its
principal market (or in the absence of a principal market the most advantageous market) annually and conducts a
guarterly analysisto determine (i) if there have been recent changesto each Digital Asset Market’ strading volume
and level of activity in the trailing twelve months, (ii) if any Digital Asset Markets have developed that the Trust
has access to, or (iii) if recent changes to each Digital Asset Market’s price stability have occurred that would
materially impact the selection of the principal market and necessitate achange in the Trust’ s determination of its
principal market. The Trust determined that as of September 30, 2021 and 2020 the principal market for purposes
of determining the value of the XLM held by the Trust was Coinbase Pro.

The Trust has no fixed termination date.
Valuation of XLM and Determination of the Trust’ s Digital Asset Holdings

The Sponsor will evaluate the XLM held by the Trust and determine the Digital Asset Holdings of the Trust in
accordance with the relevant provisions of the Trust Agreement. The following is a description of the material
terms of the Trust Agreement as they relate to valuation of the Trust’s XLM and the Digital Asset Holdings
calculations.

On each business day at 4:00 p.m., New Y ork time, or as soon thereafter as practicable (the “Evauation Time”),
the Sponsor will evaluate the XLM held by the Trust and calculate and publish the Digital Asset Holdings of the
Trust. To calculate the Digital Asset Holdings, the Sponsor will:

1. Determinethe Index Price as of such business day;

2. Multiply the Index Price by the Trust’s aggregate number of XLM owned by the Trust as of 4:00 p.m.,
New York time, on the immediately preceding day, less the aggregate number of XLM payable as the
accrued and unpaid Sponsor’s Fee as of 4:00 p.m., New Y ork time, on the immediately preceding day;

3. Add the U.S. dollar value of XLM, calculated using the Index Price, receivable under pending creation
orders, if any, determined by multiplying the number of the Creation Baskets represented by such creation
orders by the Basket Amount and then multiplying such product by the Index Price;

4. Subtract the U.S. dollar amount of accrued and unpaid Additional Trust Expenses, if any;

5. Subtract the U.S. dollar value of the XLM, calculated using the Index Price, to be distributed under
pending redemption orders, if any, determined by multiplying the number of Baskets to be redeemed
represented by such redemption orders by the Basket Amount and then multiplying such product by the
Index Price (the amount derived from steps 1 through 5 above, the “Digital Asset Holdings Fee Basis
Amount”™).

6. Subtract the U.S. dollar amount of the Sponsor’s Fee that accrues for such business day, as calculated
based on the Digital Asset Holdings Fee Basis Amount for such business day.

In the event that the Sponsor determines that the primary methodology used to determine the Index Price is not
an appropriate basis for valuation of the Trust's XLM, the Sponsor will utilize the cascading set of rules as
described in “Description of the Trust—The Index and the Index Price.” In addition, in the event that the Trust
holds any Incidental Rights and/or IR Virtual Currency, the Sponsor may, at its discretion, include the value of
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such Incidental Rights and/or IR Virtual Currency in the determination of the Digital Asset Holdings, provided
that the Sponsor has determined in good faith a method for assigning an objective value to such Incidental Rights
and/or IR Virtual Currency. At this time, the Trust does not expect to take any Incidental Rights or IR Virtual
Currency it may hold into account for the purposes of determining the Digital Asset Holdings or the Digital Asset
Holdings per Share.

The Sponsor will publish the Index Price, the Trust’s Digital Asset Holdings and the Digital Asset Holdings per
Share on the Trust’s website as soon as practicable after its determination. If the Digital Asset Holdings and
Digital Asset Holdings per Share have been calculated using a price per XLM other than the Index Price for such
Evaluation Time, the publication on the Trust’s website will note the valuation methodology used and the price
per XLM resulting from such calculation.

In the event of a hard fork of the Stellar Network, the Sponsor will, if permitted by the terms of the Trust
Agreement, use its discretion to determine, in good faith, which peer-to-peer network, among a group of
incompatible forks of the Stellar Network, is generally accepted as the network for XLM and should therefore be
considered the appropriate network for the Trust’s purposes. The Sponsor will base its determination on avariety
of then relevant factors, including (but not limited to) the following: (i) the Sponsor’'s beliefs regarding
expectations of the core developers of XLM, users, services, businesses, validators and other constituencies and
(i) the actual continued acceptance of, mining power on, and community engagement with the Stellar Network.

Incidental Rightsand IR Virtual Currency

The Trust may from time to time come into possession of Incidental Rights and/or IR Virtual Currency by virtue
of its ownership of XLM, generally through a fork in the Blockchain, an airdrop offered to holders of XLM or
other similar event. Pursuant to the terms of the Trust Agreement, the Trust may take any lawful action necessary
or desirablein connection with the Trust’ s ownership of Incidental Rights, including the acquisition of IR Virtual
Currency, unless such action would adversely affect the status of the Trust as a grantor trust for U.S. federad
income tax purposes or otherwise be prohibited by the Trust Agreement. These actions include (i) selling
Incidental Rights and/or IR Virtual Currency in the Digital Asset Market and distributing the cash proceeds to
shareholders, (ii) distributing Incidental Rights and/or IR Virtual Currency 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 and (iii) irrevocably abandoning Incidental Rights or IR Virtual Currency. The Trust may aso use
Incidental Rights and/or IR Virtual Currency to pay the Sponsor’s Fee and Additional Trust Expenses, if any, as
discussed below under “—Trust Expenses.” However, the Trust does not expect to take any Incidental Rights or
IR Virtual Currency it may hold into account for purposes of determining the Trust’s Digital Asset Holdings, the
Digital Asset Holdings per Share, the NAV and the NAV per Share.

With respect to any fork, airdrop or similar event, the Sponsor may, in its discretion, decide to cause the Trust to
distribute the Incidental Rights or IR Virtual Currency in-kind to an agent of the shareholders for resale by such
agent, or to irrevocably abandon the Incidental Rightsor IR Virtual Currency. In the case of adistributionin-kind
to an agent acting on behalf of the shareholders, the shareholders agent will attempt to sell the Incidental Rights
or IR Virtua Currency, and if the agent is able to do so, will remit the cash proceeds to shareholders, net of
expenses and any applicable withholding taxes. There can be no assurance as to the price or prices for any
Incidental Rights or IR Virtual Currency that the agent may realize, and the value of the Incidental Rights or IR
Virtual Currency may increase or decrease after any sale by the agent. In the case of abandonment of Incidental
Rightsor IR Virtual Currency, the Trust would not receive any direct or indirect consideration for the Incidental
Rights or IR Virtual Currency and thus the value of the Shares will not reflect the value of the Incidental Rights
or IR Virtual Currency.

On July 29, 2019, the Sponsor delivered to the Custodian a notice (the “Pre-Creation Abandonment Notice”)
stating that the Trust is abandoning irrevocably for no direct or indirect consideration, effective immediately prior
to each time at which the Trust creates Shares (any such time, a“Creation Time”), al Incidental Rights and IR
Virtual Currency 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 Incidental Rights and/or IR
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Virtual Currency if (i) the Trust hastaken, or istaking at such time, an Affirmative Action to acquire or abandon
such Incidental Rights and/or IR Virtual Currency at any time prior to such Creation Time or (ii) such Incidental
Rights and/or IR Virtual Currency has been subject to a previous Pre-Creation Abandonment. An Affirmative
Action refers to a written notification from the Sponsor to the Custodian of the Trust’s intention (i) to acquire
and/or retain any Incidental Rightsand/or IR Virtual Currency or (ii) to abandon, with effect prior to the relevant
Creation Time, any Incidental Rights and/or IR Virtual Currency.

In determining whether to take an Affirmative Action to acquire and/or retain an Incidental Rightsand IR Virtual
Currency, the Trust takes into consideration a number of factors, including:

» the Custodian’s agreement to provide access to the IR Virtual Currency;
» theavailability of asafe and practical way to custody the IR Virtual Currency;

» thecosts of taking possession and/or maintaining ownership of the IR Virtual Currency and whether such
costs exceed the benefits of owning such IR Virtual Currency;

» whether there are any legal restrictions on, or tax implications with respect to, the ownership, sale or
disposition of the Incidental Right or IR Virtual Currency, regardless of whether there is a safe and
practical way to custody and secure such Incidental Right or IR Virtual Currency;

» theexistence of asuitable market into which the Incidental Right or IR Virtual Currency may be sold; and

» whether the Incidental Right or IR Virtual Currency is, or may be, a security under federal securitieslaws.

In determining whether the IR Virtual Currency is, or may be, a security under federal securitieslaws, the Sponsor
takes into account a number of factors, including the various definitions of “security” under the federal securities
laws 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 adigital asset may be a security for purposes of the federal
securities laws.

As aresult of the Pre-Creation Abandonment Notice, since July 29, 2019, the Trust has irrevocably abandoned,
prior to the Creation Time of any Shares, any Incidental Right or IR Virtual Currency that it may have any right
to receive at such time. The Trust has no right to receive any Incidental Right or IR Virtual Currency abandoned
pursuant to either the Pre-Creation Abandonment Notice or Affirmative Actions. Furthermore, the Custodian has
no authority, pursuant to the Custodian Agreement or otherwise, to exercise, obtain or hold, as the case may be,
any such abandoned Incidental Right or IR Virtual Currency on behalf of the Trust or to transfer any such
abandoned Incidental Right or IR Virtual Currency to the Trust if the Trust terminates its custodial agreement
with the Custodian.

The Sponsor intends to evaluate each fork, airdrop or similar occurrence on a case-by-case basis in consultation
with the Trust’ s legal advisers, tax consultants, and Custodian, and may decide to abandon any Incidental Rights
or IR Virtual Currency resulting from a hard fork, airdrop or similar occurrence should the Sponsor conclude, in
its discretion, that such abandonment is in the best interests of the Trust. In the event the Sponsor decides to sell
any Incidental Right or IR Virtual Currency, it would expect to execute the sale to the Authorized Participant, as
principal, or through the Authorized Participant, as broker. In either case, the Sponsor expects that the Authorized
Participant would only be willing to transact with the Sponsor on behalf of the Trust if the Authorized Participant
considered it possible to trade the Incidental Right or IR Virtual Currency 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.
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Secondary Market Trading

While the Trust’s investment objective is for the value of the Shares (based on XLM per Share) to reflect the
value of XLM held by the Trust, as determined by reference to the Index Price, less the Trust’s expenses and
other liabilities, the Shares may trade 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
beinfluenced by non-concurrent trading hours and liquidity between OTCQX and larger Digital Asset Exchanges.
While the Shares are quoted and trade on OTCQX from 6:00 am. 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. Asaresult, 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.

Thelndex and the Index Price

The Index isaU.S. dollar-denominated composite reference rate for the price of XLM. The Index is designed to
(1) mitigate the effects of fraud, manipulation and other anomalous trading activity from impacting the XLM
reference rate, (2) provide a real-time, volume-weighted fair value of XLM and (3) appropriately handle and
adjust for non-market related events.

The Index Price is determined by the Index Provider 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 datainput based on price deviation relative to the observable set,
as well as recent and long-term trading volume at each venue relative to the observable set. To calculate volume
weighted price, the weighting algorithm is applied to the price and volume of all inputs for the immediately
preceding 24-hour period at 4:00 PM, New Y ork time, on the trade date.

Constituent Exchange Selection

The Digital Asset Exchanges that are included in the Index are selected by the Index Provider utilizing a
methodology that is guided by the International Organization of Securities Commissions (“*1OSCQ”) principles
for financial benchmarks. For an exchange to become a Constituent Exchange, it must satisfy the criteria listed
below (the “Inclusion Criteria’):

» Compliance with applicable U.S. federal and state licensing requirements and practices regarding anti-
money laundering (“AML”) and know-your-customer (“KYC") regulations (i.e., a U.S.-Compliant
Exchange), based on areview of the exchanges' publicly disclosed policies and guidelines

* Publicly known ownership

* No restrictions on deposits and/or withdrawals of XLM

* No restrictions on deposits and/or withdrawals of U.S. dollars

* Réiably displays new trade prices and volumes on areal-time basis through APIs
* Programmatic trading of the indexed asset’ s spot price

* Liquid market in the indexed asset

» Trading volume must represent a minimum of total eligible trading volumes (5% for U.S. exchanges and
10% non-U.S. exchanges)

» Discretion of the Index Provider’s analysts, which applies to both the inclusion and exclusion of such
exchanges. The Index Provider would only use this discretion to include or exclude an exchange in order
to ensure the integrity of the Index; to date, the Index Provider has not exercised such discretion.

A Digital Asset Exchange is removed from the Constituent Exchanges when it no longer satisfies the Inclusion
Criteria. The Index Provider does not currently include data from over-the-counter markets or derivatives
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platforms among the Constituent Exchanges. Over-the-counter data is not currently included because of the
potential for trades to include asignificant premium or discount paid for larger liquidity, which creates an uneven
comparison relative to more active markets. There is also a higher potential for over-the-counter transactions to
not be arms-length, and thus not be representative of a true market price. XLM derivative markets are also not
currently included as the markets remain relatively thin. While the Index Provider has no plans to include data
from over-the-counter markets or derivative platforms at this time, the Index Provider will consider IOSCO
principles for financial benchmarks, the management of trading venues of XLM derivatives and the
aforementioned Inclusion Criteria when considering whether to include over-the-counter or derivative platform
datain the future.

The Index Provider and the Sponsor have entered into an index license agreement (the “Index License
Agreement”) governing the Sponsor’s use of the Index Price. The Index Provider may adjust the calculation
methodology for the Index Price without noticeto, or consent of, the Trust or its shareholders. The Index Provider
may decide to change the cal cul ation methodology to maintain the integrity of the Index Price calculation should
it identify or become aware of previously unknown variables or issues with the existing methodology that it
believes could materially impact its performance and/or reliability. The Index Provider has sole discretion over
the determination of Index Price and may change the methodologies for determining the Index Price from time to
time. Shareholders will be notified of any material changes to the calculation methodology or the Index Pricein
the Trust’s current reports and will be notified of all other changes that the Sponsor considers significant in the
Trust’s periodic reports. The Trust will determine the materiality of any changes to the Index Price on a case-by-
case basis, in consultation with external counsel.

The Index Provider may change the trading venues that are used to calculate the Index or otherwise change the
way inwhich the Index iscalculated at any time. For example, the Index Provider has scheduled quarterly reviews
in which it may add or remove Constituent Exchanges that satisfy or fail the criteria described above. The Index
Provider does not have any obligation to consider the interests of the Sponsor, the Trust, the shareholders, or
anyone elsein connection with such changes. While the Index Provider is not required to publicize or explain the
changes or to alert the Sponsor to such changes, it has historically notified the Trust of any material changes to
the Constituent Exchanges, including any additions or removals of the Constituent Exchanges, in addition to
issuing press releases in connection with the same. Although the Index methodology is designed to operate
without any manual intervention, rare events would justify manual intervention. Intervention of this kind would
be in response to non-market-related events, such as the halting of deposits or withdrawals of funds on a Digital
Asset Exchange, the unannounced closure of operations on a Digital Asset Exchange, insolvency or the
compromise of user funds. In the event that such an intervention is necessary, the Index Provider would issue a
public announcement through its website, APl and other established communication channels with its clients.

Determination of the Index Price

The Index applies an agorithm to the 24-hour volume-weighted average price of XLM on the Constituent
Exchanges calculated on a per second basis. The Index’s algorithm is expected to reflect a four-pronged
methodology to calculate the Index Price from the Constituent Exchanges.

* Volume Weighting: Constituent Exchanges with greater liquidity receive a higher weighting in the Index
Price, increasing the ability to execute against (i.e., replicate) the Index in the underlying spot markets.

* Price-Variance Weighting: The Index Price reflects data points that are discretely weighted in proportion
to their variance from the rest of the Constituent Exchanges. As the price at a Constituent Exchange
diverges from the prices at the rest of the Constituent Exchanges, its weight in the Index consequently
decreases.

* Inactivity Adjustment: The Index Price algorithm penalizes stale activity from any given Constituent
Exchange. When a Constituent Exchange does not have recent trading data, its weighting in the Index
Priceis gradually reduced until it is de-weighted entirely. Similarly, once trading activity at a Constituent
Exchange resumes, the corresponding weighting for that Constituent Exchange isgradually increased until
it reaches the appropriate level.
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* Manipulation Resistance: In order to mitigate the effects of wash trading and order book spoofing, the
Index Price only includes executed trades in its calculation. Additionally, the Index Price only includes
Constituent Exchanges that charge trading fees to its users in order to attach areal, quantifiable cost to
any manipulation attempts.

The Index Provider formally re-evaluates the weighting algorithm quarterly, but maintains discretion to change
the way in which an Index Priceis calculated based on its periodic review or in extreme circumstances. The exact
methodology to calculate the Index Price is not publicly available. Still, the Index is designed to limit exposure
to trading or price distortion of any individual Digital Asset Exchange that experiences periods of unusual activity
or limited liquidity by discounting, in real-time, anomalous price movements at individua Digital Asset
Exchanges.

The Sponsor believes the Index Provider’s selection process for Constituent Exchanges as well as the
methodology of the Index Price’s agorithm provides a more accurate picture of XLM price movements than a
simple average of Digital Asset Exchange spot prices, and that the weighting of XLM prices on the Constituent
Exchanges limits the inclusion of data that is influenced by temporary price dislocations that may result from
technical problems, limited liquidity or fraudulent activity elsewhere in the XLM spot market. By referencing
multiple trading venues and weighting them based on trade activity, the Sponsor believes that the impact of any
potential fraud, manipulation or anomalous trading activity occurring on any single venue is reduced.

If the Index Price becomes unavailable, or if the Sponsor determinesin good faith that such Index Price does not
reflect an accurate price for XLM, then the Sponsor will, on a best efforts basis, contact the Index Provider to
obtain the Index Price directly from the Index Provider. If after such contact such Index Price remains unavailable
or the Sponsor continues to believe in good faith that such Index Price does not reflect an accurate price for the
relevant digital asset, then the Sponsor will employ a cascading set of rules to determine the Index Price, as
described below in “—Determination of the Index Price When Index Pricesis Unavailable.”

The Trust values its XLM for operational and non-GAAP purposes by reference to the Index Price. The Index
Price is the value of an XLM as represented by the Index, calculated at 4:00 p.m., New York time, on each
business day. The Index Provider develops, calculates and publishes the Index on a continuous basis using the
volume-weighted price at the Digital Asset Benchmark Exchanges, as selected by the Index Provider.

[llustrative Example

For the purposes of illustration, outlined below are examples of how the attributes that impact weighting and
adjustments in the aforementioned methodology may be utilized to generate the Index Price for a digital asset.
For example, the Constituent Exchanges for the Index Price of the digital asset are Coinbase Pro, Kraken, LMAX
Digital and Bitstamp.

The Index Price agorithm, as described above, accounts for manipulation at the outset by only including data
from executed trades on Constituent Exchanges that charge trading fees. Then, the below-listed elements may
impact the weighting of the Constituent Exchanges on the Index price as follows:

* Volume Weighting: Each Constituent Exchange will be weighted to appropriately reflect the trading
volume share of the Constituent Exchange relative to all the Constituent Exchanges during this same
period. For example, an average hourly weighting of 52.17%, 11.88%, 24.46% and 11.49% for Coinbase
Pro, Kraken, LMAX Digital and Bitstamp, respectively, would represent each Constituent Exchange’'s
share of trading volume during the same period.

» Inactivity Adjustment: Assume that a Constituent Exchange’ s trading engine represented a 14% influence
on the trading price of the digital asset and then went offline for approximately two hours. The index
algorithm automatically recognizesinactivity and de-weightsthat Constituent Exchange’ sinfluencein the
Index Price—for example, from 14% to 0% —until trading activity resumes. At which point it would re-

34



weight the Constituent Exchange activity to a weight lower than its original weighting—for example, to
12%.

Price-Variance Weighting: Assume that for a one-hour period, the digital asset’s execution prices on one
Constituent Exchange were trading more than 7% higher than the average execution prices on another
Constituent Exchange. The algorithm will automatically detect the anomaly and reduce that specific
Constituent Exchange’'s weighting to 0% for that one-hour period, ensuring a reliable spot reference
unaffected by the localized event.

Determination of the I ndex Price When Index Priceis Unavailable

In case of the unavailability of the Index Price, the Sponsor will use the following cascading set of rules to
calculate the Index Price. For the avoidance of doubt, the Sponsor will employ the below rules sequentially and
in the order as presented below, should one or more specific rule(s) fail:

1.

Index Price = The price set by the Index as of 4:00 p.m., New York time, on the valuation date. If the
Index becomes unavailable, or if the Sponsor determines in good faith that the Index does not reflect an
accurate XLM price, then the Sponsor will, on a best efforts basis, contact the Index Provider to obtain
the Index Price directly from the Index Provider. If after such contact the Index remains unavailable or
the Sponsor continuesto believe in good faith that the Index does not reflect an accurate XLM price, then
the Sponsor will employ the next rule to determine the Index Price. There are no predefined criteria to
make a good faith assessment and it will be made by the Sponsor in its sole discretion.

Index Price = The volume-weighted average XLM price for the immediately preceding 24-hour period at
4:00 p.m., New Y ork time, on the trade date as published by athird party’ s public datafeed that isbelieved
to be consistently publishing pricing information as of 4:00 p.m. New York time, subject to the
requirement that such datais cal culated based upon a volume-weighted price obtained from Digital Asset
Exchanges that include Constituent Exchanges (the “ Source™). Subject to the next sentence, if the Source
becomes unavailable (e.g., data sources from the Source for XLM prices become unavailable, unwieldy
or otherwise impractical for use) or if the Sponsor determinesin good faith that the Source does not reflect
an accurate XLM price, then the Sponsor will, on abest efforts basis, contact the Source in an attempt to
obtain the relevant data. If after such contact the Source remains unavailable after such contact or the
Sponsor continues to believe in good faith that the Source does not reflect an accurate XLM price, then
the Sponsor will employ the next rule to determine the Index Price. There are no predefined criteria to
make a good faith assessment and it will be made by the Sponsor in its sole discretion.

Index Price = The volume-weighted average price as calculated by dividing the sum of the total volume
of XLM transactions in U.S. dollar by the total volume of transactions in XLM, in each case for the
immediately preceding 24-hour period as of 4:00 p.m., New Y ork time, on the trade date as published by
athird party’ s public datafeed that is believed to be consistently publishing pricing information as of 4:00
p.m. New Y ork time, subject to the requirement that such datais cal culated based upon avolume-weighted
price obtained from the Constituent Exchanges (the “ Second Source”). Subject to the next sentence, if the
Second Source becomes unavailable (e.g., data sources from the Second Source become unavailable,
unwieldy or otherwise impractical for use) or if the Sponsor determines in good faith that the Second
Source does not reflect an accurate XLM price, then the Sponsor will, on a best efforts basis, contact the
Second Source in an attempt to obtain the relevant data. If after such contact the Second Source remains
unavailable after such contact or the Sponsor continues to believe in good faith that the Second Source
does not reflect an accurate XLM price, then the Sponsor will employ the next rule to determine the Index
Price. There are no predefined criteriato make agood faith assessment and it will be made by the Sponsor
in its sole discretion.

Index Price = The volume-weighted average price as calculated by dividing the sum of the total volume
of XLM transactions in U.S. dollar by the total volume of transactions in XLM, in each case for the
immediately preceding 24-hour period as of 4:00 p.m., New Y ork time, on the trade date on the Digital
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Asset Benchmark Exchanges that represent at least 10% of the aggregate trading volume of the Digital
Asset Exchange Market during the last 30 consecutive calendar days and that to the knowledge of the
Sponsor are in substantial compliance with the laws, rules and regulations, including any anti-money
laundering and know-your-customer procedures (collectively, “Digital Asset Benchmark Exchanges”). If
there are fewer than three individual Digital Asset Benchmark Exchanges each of which represent at least
10% of the aggregate trading volume on the Digital Asset Exchange Market during the last 30 consecutive
calendar days, then the Digital Asset Benchmark Exchangesthat will serve asthe basisfor the Index Price
calculation will bethose Digital Asset Benchmark Exchangesthat meet the above-described requirements,
as well as one or more additional Digital Asset Exchanges, as selected by the Sponsor, that meets a
monthly minimum trading volume requirement.

The Sponsor will review the composition of the exchanges that comprise the Digital Asset Benchmark
Exchanges at the beginning of each month in order to ensure the accuracy of such composition.

Subject to the next sentence, if one or more of the Digita Asset Benchmark Exchanges become
unavailable (e.g., data sources from the Digital Asset Benchmark Exchanges of XLM prices becomes
unavailable, unwieldy or otherwise impractical for use) or if the Sponsor determinesin good faith that one
or more Digital Asset Benchmark Exchanges do not reflect an accurate XL M price, then the Sponsor will,
on a best efforts basis, contact the Digital Asset Benchmark Exchange that is experiencing the service
outages in an attempt to obtain the relevant data. If after such contact one or more of the Digital Asset
Benchmark Exchanges remain unavailable after such contact or the Sponsor continues to believe in good
faith that one or more Digital Asset Benchmark Exchanges do not reflect an accurate XLM price, then the
Sponsor will employ the next rule to determine the Index Price. There are no predefined criteria to make
agood faith assessment and it will be made by the Sponsor in its sole discretion.

5. Index Price = The Sponsor will useits best judgment to determine agood faith estimate of the Index Price.
There are no predefined criteriato make a good faith assessment and it will be made by the Sponsor in its
sole discretion.

In the event of a fork, the Index Provider may calculate the Index Price based on a virtual currency that the
Sponsor does not believe to be the appropriate asset that is held by the Trust. In this event, the Sponsor has full
discretion to use adifferent index provider or calculate the Index Priceitself using its best judgment.

Creation and Redemption of Shares

The Trust Agreement also provides procedures for the redemption of Shares. However, the Trust does not
currently operate a redemption program and the Shares are not currently redeemable. Subject to receipt of
regulatory approval from the SEC and approval by the Sponsor in its sole discretion, the Trust may in the future
operate a redemption program. Because the Trust does not believe that the SEC would, at this time, entertain
an application for the waiver of rules needed in order to operate an ongoing redemption program, the Trust
currently has no intention of seeking regulatory approval from the SEC to operate an ongoing redemption
program.

The Trust will issue Shares to Authorized Participants from time to time, but only in one or more Baskets (with
a Basket being a block of 100 Shares). The Trust will not issue fractions of a Basket. The creation (and, should
the Trust commence aredemption program, redemption) of Basketswill be made only in exchangefor the delivery
to the Trust, or the distribution by the Trust, of the number of whole and fractional XLM represented by each
Basket being created (or, should the Trust commence a redemption program, redeemed), which is determined by
dividing (x) the number of XLM owned by the Trust at 4:00 p.m., New Y ork time, on the trade date of a creation
or redemption order, after deducting the number of XLM representing the U.S. dollar value of accrued but unpaid
fees and expenses of the Trust (converted using the Index Price at such time, and carried to the eighth decimal
place), by (y) the number of Shares outstanding at such time (with the quotient so obtained cal culated to one one-
hundred-millionth of one XLM (i.e., carried to the eighth decimal place)), and multiplying such quotient by 100
(the “Basket Amount™). All questions as to the calculation of the Basket Amount will be conclusively determined
by the Sponsor and will be final and binding on all personsinterested in the Trust. The Basket Amount multiplied
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by the number of Baskets being created or redeemed is the “Total Basket Amount.” The number of XLM
represented by a Share will gradually decrease over time as the Trust’s XLM is used to pay the Trust’s expenses.
Each Share represented approximately 93.1945 XLM and 95.5538 XLM as of September 30, 2021 and 2020,
respectively. Information regarding the Trust's XLM per Share is posted to the Trust's website daily at
https://grayscal e.com/products/grayscal e-stellar-lumens-trust/.

Authorized Participants are the only persons that may place orders to create (and, should the Trust commence a
redemption program, redeem) Baskets. Each Authorized Participant must (i) be a registered broker-dealer, (ii)
enter into a Participant Agreement with the Sponsor and (iii) own an XLM wallet address that is recognized by
the Sponsor and the Custodian as belonging to the Authorized Participant. An Authorized Participant may act for
its own account or as agent for investors who have entered into a subscription agreement with the Authorized
Participant (each such investor, an “Investor”). An investor that enters into a subscription agreement with an
Authorized Participant subscribes for Shares by submitting a purchase order and paying a subscription amount to
the Authorized Participant.

An Investor may pay the subscription amount in cash or XLM. In the event that the Investor pays the subscription
amount in cash, the Authorized Participant purchases XLM in a Digital Asset Market or, to the extent the
Authorized Participant aready holds XLM, the Authorized Participant may sell such XLM to the Trust.
Depending on whether the Investor wires cash to the Authorized Participant before or after 4:00 p.m. New Y ork
time, the Investor’s Shares will be created based on the same or next Business Day’ s Digital Asset Holdings and
the risk