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The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the registrant shall file 1 further amendment which specifically states that this i shall
become effective in accordance with section 8(a) of the Securities Act of 1933 or until the registration statement shall become effective on such date as the Commission, acting pursuant to safd section 8(a), may determine,

in this prospectus is not and may be changed. These securities may not be sold until the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and it
is mot soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

PROSPECTUS
SUBJECT TO COMPLETION, DATED SEPFTEMBER 12, 2023
Franklin Templeton Digital Holdings Trust—Shares of Franklin Bitcoin ETF

The Franklin Templeton Digital Holdings Trust (the “Trust™) is organized as a Delaware statutory trust. The Franklin Bitcoin ETF series of the Trust (the “Fund™) issues shares (“Shares”) rep ional undivided b tal interests in its net assets. The assets of the
Fund consist primarily of bitcoin held by a custodian on behalf of the Fund. The Fund secks to reflect generally the performance of the price of hitcoin. The Fund secks to reflect such performance bcfon': payment of the Fund’s expenses, Franklin Holdings, LLC (the “Sponsor™)
15 the sponsor of the Trust and Fund; Delaware Trust Company, a subsidiary of Corporation Service Company (the “Trustee") is the sole trustee of the Trust; [Coinbase Custody Trust Company, LLC] (the “Bitcoin Custodian™) is the custodian for the Fund's bitcoin holdings;
and [Bank of New York Mellon] is the custodian for the Fund's cash holdings, if any (ﬂ:lc “Cash Custodian™ and together with the Bitcoin Custodian, the “Custodians™) and also serves as the Fund’s administrator and transfer agent {the *Admini: ). Franklin Distri
LI.(‘ is the marketing agent of the Fund (the "Marketing Agent”). The Trust is not an mpany regi under the | Company Act of 1940, as amended (the “Tnvestment Company Act™), and is not required to register under such Act, The Sponsor is not

1 d with the and Exct C (“SEC") as an investment adviser and is not subjct,t 1o regulation by the SEC as such in connection with its activities with respect to the Trust and the Fund. The Fund is not a commedity pool for purposes of the
Commodity Exchange Act of 1936, as amended (the “Commodity Exchange Act” or "CEA”), and the Sponsor is not subject to regulation by the U.S. Commodity Futures Trading Commission (the “CFTC”) as a commodity pool operator or a commodity trading advisor with
respeet to the Fund.

The Fund intends to issue Shares on a continuous basis. A block of || Shares is called a *Creation Unit.” The Fund issues and redeems Shares only in blocks of || or multiples thereof. These transactions take place in exchange for bitcoin. Creation Units will be offered
mnm\umsly nl lh:. neT asset valuo per Share (“NAV”) for [_] Shares on the day that an order 10 ereate or redeem o Creation Unit is accepted by the Fund. Only institutional investors that become authorized participants by entering into # contract with the Sponsor and the
A panis™} may purchase or redeem Creation Units. Shares will be offered to the public from time to time at varying prices that will reflect the price of bitcoin and the trading price of the Shares on Choe BZX Exchange, Inc. at the time of the

offer.
Prior to this offering, there has been no public market for the Shares. The Shares will be listed and traded on the Choe BZX Exchange, Inc. under the ticker symbol “[ 1" Market prices for the Shares may be different from the NAV.

[CME CF Biteoin Reference Rate — New York Variant for the Bitcoin — U.S. Dollar trading pair (the “CF Benchmarks Index"), produced by CF Benchmarks Lid.].on [ ], 2023 wasS[ ],

Except when aggregated in Creation Units, Shares ave not redeemable securities. Creation Units ave only redeemabie by Authorized Participants.
The Trust is an “emerging growth company,” as that term is used in the Jumpstart Our Business Startups Act {the “JOBS Act™), subject to reduced public company reporting requirements under U8, federal securities laws.

Investing in the Shares involves significant risks. See “Risk Factors” starting on page 16,

Neither the SEC nor any state securities commission has approved or disapproved of the securities offered in this prospectus, or determined if this prospectus Is truthful or complete. Any representation to the contrary is a eriminal offense.

The Shares are not interests in nor obligations of any of the Sponsor, the Trustee, the Admini the C i the ing Agent or their respective affiliates.




On[ 1. ] {the “Initial AP}, subject to conditions, purchased the Seed Creation Units, comprising [ ] Shares at a per-Share price equal to [ Jth of a biteoin, as described in “Initial AP" and “Plan of Distribution.” The price of bitcoin was determined using the CF
Benchmarks Index on [ ], 2023, The price per-Share and bitcoinon [ ], 2023 were 3] |and $[ ], respectively. Total proceeds to the Fund from the sale of the Seed Creation Units were | ] bitcoins. Delivery of the Seed Creation Units was made on [ ], 2023, The
Initial AP will act as & statutory underwriter in connection with this purchase,

The price of the Seed Creation Units was determined as described above and such Shares could be sold at different prices if sold by the Initial AP at different times.

The date of this prospectus is [ ], 2023,
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This prospectus contzing information you should consider when making an investment decision about the Shares. You may rely on the information wntamod in t.his pmspcctus Neither the Trust, on behalf of the Fund, nor the Sponsor has authorized any person to provide you
with different information and, if anyone provides you with different or inconsistent information, you should not rely on it. You should assume that the in this prosp is accurate only as of the date on the front cover of this prospectus. This prospectus
15 not an offer to sell the Shares in any jurisdiction where the offer or sale of the Shares is not permitted.

Unul [ ], 2023 (25 days after the date of this prospectus), all dealers effecting transactions in the Shares, whether or not participating in this distribution, may be required to deliver & prospectus. This requirement is in addition to the obligations of dealers to deliver a
prospectus when acting as underwriters and with respect to unsold allotments or subseriptions. The Sponsor first intends to use this prospectus on [ ], 2023,

Authorized Participants may be required to deliver a when making ions in the Shares. See “Plan of Distribution.”

STATEMENT REGARDING FORWARD-LOOKING STATEMENTS
This prospectus includes statements which relate to future =\'enls or future performance. In some cases, you can identify such fi d-looking by inology such as “may,"” “should,” “could,” “expect,” “plan,” “anticipate,” “believe,” “estimate,” “predict,”
“potential” or the negative of these terms or other 1! | All {other than of historical fact) included in this prospectus that address activities, events or developments that may occur i the future, including such matters as changes in
commaodity prices and market conditions (for bitcoin and the Shares), the Fund's operations, the Sponsor's plans and references to the Fund’s future success and other similar matters are fi d-looki These are only predicti Actual events or results
may differ materially. These statements are based upon cerain assumptions and analyses made by the Sponsor on the basis of its perception of historical trends, current wndﬁwns md expected future dew:]upmenls, as twl] us other factors it believes are appmpnate in the
circumstances. Whether or not actual results and dw:lupnu:ms will conform to lhc Sponsor’s expectations and predictions, however, is subject to a number of tisks and ing the special in this general market
and business conditions, changes in laws or regul g those g taxes, made by governmental authonucs or regulatory bodics, and other world ic and political develop See "Risk Factors.” Consequently, all the forward-looking statements made
in this prospectus are qualified by these cautionary statements, :lnd there can be no assurance that the actual results or d the Sponsor anti will be realized or, even if substantially realized, will result in the expected consequences to, or have the expected effects
on, the Fund’s operations or the value of the Shares. None of the Trust, the Fund, the Sponsor, or the Trustee or their respective affiliates is under a duty to update any of the forward-looking statements to conform such statements to actual results or to a change in the Sponsor’s
expectations or predictions,

PROSPECTUS SUMMARY
Although the Sponsor belteves that this swmmary is matertally complete, you should read the entire prospectus, including “Risk Factors” beginning on page 16, before making an investment decision about the Sharves.
Definitions of terms used in this prospectus can be jound in the Glossary on page
Trust Structure

The Trust was formed as a Delaware statutory trust on September 6, 2023, The Fund is the sole series of the Trust, The purpose of the Fund is to own bitcoin transferred 1o the Fund in exchange for Shares issued by the Fund. Each Share represents a fractional undivided
beneficial interest in the net assets of the Fund. The assets of the Fund consist primarily of bitcoin held by the Bitcoin Custodian on behalf of the Fund.

Key Service Providers—The Sponsor, Trustee, Custodians, Administrator and Marketing Agent
The Sponsor of the Trust and the Fund is Franklin Holdings, LLC. The Sponsor is a Delaware limited lisbility company and was formed on July 21, 2021. Under the Delaware Limited Liability Company Act and the governing documents of the Sponsor, Franklin Advisers, Inc.,

the sole member of the Sponsor, is not responsible for the debis, obligations and liabilities of the Sponsor solely by reasen of being the sole member of the Sponsor. Franklin Resources, Inc. (“Franklin™), a corporation registered under Delaware law, is the ultimate parent
company of the Sponsor.

The Trust is d by the provisions of an A and Declaration of Trust (the “Declaration of Trust™) executed as of [ ], 2023 by the Sponsor and the Trusiee,

The Fund issues Shares only in Creation Units of [ ] or multiples thereof. Creation Units may be redeemed by the Fund in exchange for the amount of biteoin 7 ing to their redemption value, Individual Shares will not be redeemed by the Fund but will be listed and
traded on the Choe BZX Exchange, Inc. (“Choe BZX Exchange™) under the ticker symbol [ " The Fund sae.ks to reﬂnct generally the performance of the price of bifcoin before payment of the Fund's expenses. The material terms of the Trust and the Shares are discussed in
greater detail under the section “Description of the Shares and the Declaration of Trust.” The Trust is not las an pany under the Company Act and is not required to register under such act. The Sponsor is not registered with the SEC as an
investment adviser and is not subject to regulation by the SEC as such in connection with its activities with respect to the Trust or the Fund. The Fund will not hold or trade in commodity futures contracts regulated by the CEA, as administered by the CFTC, The Fund is not a
commuodity pool for purposes of the CEA, and none of the Sponser, the Trustee or the Marketing Agent is subject to regulation as a commaodity pool eperator or a commodity trading adviser in connection with the Shares,

The Fund intends to continuously offer Shares but may suspend issuances of Shares at any time.

The Sponsor has arranged for the creation of the Trust and the Fund, the registration of the Shares for their public offering in the United States and the listing of the Shares on the Choe BZX Exchange. In exchange for the Sponsor's fee, the Sponsor has agreed to assume the
ordinary fees and expenses incurred by the Fund, including but not limited to the following: fees charged by the Administrator, the Custodians and the Trustee, Choe BZX Fxchangc listing fees, typical mamicmoc and transaction fees of the DTC, SEC registration fees,
printing and mailing costs, audit fees and expenses, up to 3] ] per annum in ordinary legal fees and expenses and applicable license fees. The Sponsor bears exps in with the Trust's and initial sale of the Shares. The Fund will sell bitcoin on an
as-needed basis to pay the Sponsor’s fee.

The Sponsor is not required to pay any dinary o it E di are fees and exp which are D | or unusual in nature, such as legal claims and liabilities and litigation costs or indemnification or other ici) .|
Extraordinary fees and expenses also include material cxpn:u!cs ‘which are not currently anllmpawd obligations of the Fund. The Fund will be responsible for the payment of such

L

expenses o the extent any such expenses are incurred. Routine operational, administrative and other ordinary expenses are not deemed exiraordinary expenses.

In addition, the Fund may incur certain other non-recurring expenses that are not assumed by the Sponsor (expenses assumed by the Sponsor are described above), including but not limited to: taxes and ge  charges; any appli birok issions; fi

fees; Bitcoin network fees and similar transaction fees; expenses and costs of any extraordinary services performed by the Sponsor {or any other service provider) on bebalf of the Fund to protect the Fund of the owners of the beneficial interests in !Iw Shares (the
“Sharcholders™) (including, for example, in connection with any fork of the Bitcoin blockchain, any Incidental Rights (as defined below) and any IR Virtual Currency (as defined below!)), any indemnification of the Cash Custodian, Bitcoin Custodian, Prime Broker,
Administrator or other agents, service providers or counterparties of the Trust or the Fund, and extraordinary legal fees and expenses, including any legal fees and expenses incurred in connection with litigation, regulatory enforcement or investigation matters or legal expenses
in excess of $[__ ] per year. The Sponsor may determing in its sole discretion 1o assume legal fees and expenses of the Fund in excess of the 8] per annum stipulated in the Sponsor Agr To the extent that the Spensor does not veluntarily assume such fees and
expenses, they will be the responsibility of the Fund. The Fund's erganizational and offering costs arc borne by the Sponsor and, as such, are the sole responsibility of the Sponsor. The Sponsor will not seek reimbursement or otherwise require the Fund, the Trust, the Trustee or
any Sharcholder to assume any liability, duty or obligation in connection with any such organizational and offering costs.

The Sponsor will maintain a public website on behalf of the Fund, containing information about the Fund and the Shares. The Intemnet address of the Fund's website willbe [ |, This Internet address is only provided here as a convenience to you, and the information
contained on or connected to the Fund's website is not considered part of this prospectus,
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Delaware Trust Company, a subsidiary of the Corporation Service Company, serves as Trustee of the Trust. The Trustee's principal offices are located at 251 Littde Falls Drive, Wilmington, DE 19808, The structure of the Trust and the number and/or identity of the Trustee may
be amended in the future via d: 1o the Trust’s Certifi of Trust and the Declaration of Trust. The material terms of the Trust's Declaration of Trust are discussed in greater detail under the section “The Declaration of Trust.” The Sponsor may remove the Trustee at
any time by giving at least 60 days advance written notice to the Trustee, provided that such removal will not become effective until such time as a successor Trastee has accepted appointment as Trustee of the Trust. Upon effective resignation or removal, the Trustee will be
discharged of its duties and obligations. The Sponsor also has the right to select any new or additional custodian.

The Sponsor, the Marketing Agent or any of their respective affiliates and associates currenily engage in, and may in the future engage in, the p 2 of other accounts, funds or trusts that invest primarily in bitcoin or another digital
asset, or may face other potential conflicts of interest. Although officers and professional staff of the Sponsor’s management intend to devote as much time to the Flmd us is deemed appropriate to perform their duties, the Sponsor's management may allocate their time and
services among the Fund and the other accounts, funds or trusts. In addition, the Sponsor, in its sole d may ine to amend the Dy icm of Trust, 1 ing to increasc the due to the Sponsor (the “Sponsor’s Fee™), without Sharcholder consent. See

“Conflicts of Interest,”
The Bitcoin Custodian is |Coinbase Custody Trust Company, LLC ("Coinbase Custody™)], and the Cash Custodian and the Administrator is [Bank of New York Mellon].

The Bitcoin Custodian is responsible for safekeeping the bitcoin owned by the Fund. The Bitcoin Custedian is appointed by the Sponsor on behalf of the Fund. The general role and responsibilities of the Bitcoin Custodian are further described in “Cuostodians—The Bitcom
Custodian.™

The Admini; s ible for the day-to-day ini ion and ion of the Fund, i ing the ion of l.hc Fumi s NAV per Share. The Administrator’s tu‘s are paid by the Sponsor. The Administrator and any of its affiliates may from time to time
purchase or sell Shares for their own accounts, as agents for their customers and for accounts over which they exercise i . The Admini and any must be a participant in DTC or such other securities depository as shall then be
acting. The general role and responsibilities of the Admini: di 1in greater desail under the section “Description of Key Service Providers — The Administrator.™

The Fund’s Ohjective

The Fund seeks to reflect generally the performance of the price of bitcoin before payment of the Fund's expenses. The Shares are intended to offer a convenient means of making an i similar to an i in bitcoin relative to acquiring, holding and trading bitcoin
chrocl]y o & pecr-to-pect of other basis or via a digital asset exchange, The Shares have been designed to remove obstac] iated with the plexities and ional burdens involved in a direct lnvesunent in bitcoin b)- pmwdms an investment with a value that reflects

the price of the bitcoin owned by the Fund at such time, less the Fund’s expenses. The Fund is not a proxy for a direct investment in bitcoin. Rather, the Shares are :m.cm!ed o provide a cost-effective al means of ob ng exposure through the securities
markets that is similar to an investment in bitcoin.

An investment in Shares is:
Backed by bitcoin held by the Bitcoin Custodian on beball of the Fund,

The Shares are backed by the assets of the Fund. The Bitcoin Custodian will keep custody of all of the Fund's bitcoin, other than that which is maintained in a trading sccount (the “Trading Balance”) with [Combase Inc.] (*[Coinbase Inc.]” or the “Prime Broker”, which is an
affiliate of the Bitcoin Custodian), in accounts that are required to be segregated from the assets held by the Biteoin Custodian as principal and the assets of its other customers (the “Vault Balance™), The Bitcoin Custodian will keep a substantial portien of the private keys
associated with the Fund's bitcoin in “cold storage™ or similarly secure technology (the “Cold Vault Balance™), with any remainder of the Vault Balance held as part of a “hot storage™ (the “Hot Vault Balance™). The hardware, software, systems, and procedures of the Bitcoin
Custodian may not be available or cost-cifective for many investors to access directly. A portion of the Fund’s bitcoin holdings and cash holdings from time to time may be held with the Prime Broker in the Trading Balance in connection with in-kind creations and redemptions
of Creation Units and the sale of bitcoin to pay the Sponsor’s Fee and Fund expenses not assumed by the Sponsor, These pericdic holdings held in the Trading Balance with the Prime Broker represent an omnibus claim on the Prime Broker's bitcoin held on behalf of clients;
these holdings exist across a combination of omnibus hot wallets, omnibus cold wallets or in accounts in the Prime Broker's name on a trading venue {including third-party venues and the Prime Broker's own execution venue) where the Prime Broker executes orders to buy
and sell bitcoin on behalf of clients.

As convenient and easy to handle as any other investment in shares.

Investors may purchase and sell Shares through raditional securities brokerage accounts, and can avoid the complexities of handling bitcoin directly (e.g., managing wallets and public and private keys themselves, or interfacing with a rading platform), which some invesiors
may not prefer or may find unfamiliar.

Exchange listed
Although there can be no assurance that an actively traded market in the Shares will develop, the Shares will be listed and traded on the Choe BZX Exchange under the ticker symbol *[ 1.7
Summary Risk Factors

Risk Factors Related to Digital Assets

& The trading prices of many digital assets, including bitcoin, have experi, d extreme volatility in recent periods and may continue to do so. Extreme volatility in the future, including further declines in the trading prices of bitcoin, could have a material adverse effect on
the value of the Shares and the Shares could lose all or substantially all of their value.

® The value of the Shares is subject to a number of factors relating to the i h istics of hitcoin as a digital asset, including the fact that digital assets are bearer instruments and loss, theft, ds iom, or promise of the iated private keys
could result in permanent loss of the asset, and the hilities and devel of blockchai hnologies such as the Bitcoin blockchain,

Diigital assets represent a new and rapidly evolving industry, and the value of the Shares depends on the acceptance of bitcoin.
® (hanges in the governance of a digital asset network may not receive sufficient suppont from users and miners, which may negatively affeet that digital asset network s ability to grow and respond to challenges.
*  Ademporary or permanent “fork” could adversely affect the value of the Shares,
Risk Factors Related to the Digital Asset Markets
® The value of the Shares relates directly to the value of bitcoins, the value of which may be highly volatile and subject to fluctuations due to a number of factors.
®  The Index (as defined below) has a limited history, the Index price could fail to track the global bitcoin price, and a failure of the Index price could adversely affect the value of the Shares,
» The Index price used to calculate the valee of the Fund's bitcoin may be volatile, adversely affecting the value of the Shares.

Risk Factors Related to the Fund and the Shares

» If the process of creation and redemption of Creation Units any ici A d Ities, the possibility for arbitrage tons by Auth d Participants intended to keep the price of the Shares closely linked to the price of bitcoin may not exist and, as a
result, the price of the Shares may fall or otherwise diverge from NAV.

» The liquidity of the Shares may also be affected by the withdrawal from ipation of Autt i p

®  Security threats fo the Fund's account at the Bitcoin Custodian could disrupt or halt Fund operations and result in a loss of Fund assets or damage to the reputation of the Fund, each of which could result in a reduction in the value of the Shares.

+ RBitcoin ions are i ble and stolen or i 1y transferred bitcoins may be irretri As aresult, any i Iy executed hitcoin transactions could adversely affeet the value of the Shares.

1f the Custodian Agreement (as defined below) is terminated or the Biteoin Custodian fails to provide services as required, the Sponsor may need to find and appoint a replacement custodian, which could pose a challenge to the safekeeping of the Fund’s bitcoins, and the
Fund’s ahility to continue to operate may be adversely affected.

® Loss of a critical banking relationship for, or the failure of a bank used by, the Prime Broker could adversely impact the Fund's ability to create or redeem Creation Units, or could cause losses to the Fund.

Risk Factors Related to the Regulation of the Fand and the Shares

9
& Digital asset markets in the U.S. exist in a state of regulatory inty, and adverse legislative or regulatory devel could signi ly harm the value of bitcoin or the Shares, such as by banning, icting or imposing onerous conditions or prohit on the
use of bitcoins, mining activity, digital wallets, the provision of services related to trading and custodying bitcoin, the operation of the Bitcoin nebwork, or the digital asset markets generally.
& [ regulators subject the Fund or the Sponsor to regulation as & money services business (“MSB") or money transmitter, this could result in extraordinary expenses o the Fund or the Sponsor and also result in decreased liquidity for the Shares,
= R ¥ changes or interp ions could obligate an Authorized Participant, the Fund, the Trust, the Sponsor or other Fund service providers to register and comply with new regulati resulting in ially dinary or ing expi to the Fund,
®  The treatment of digital currency for U.S. federal, state and local income tax purposes is uncertam.
Emerging Growith Company Status
The Trust is an “emerging gr\w‘m compan;v. as defined in the JOBS Act. For as long as the Trust is an emerging growth company, the Trust may take ad ge of ce ions from various that are appli o other public companics that are not
but not limited to, not being mqumxl 1o comply with the uud]lur attestation requirements of Section 404(k) of the Sud:.um—{)xlcy Act of 2002 (the “Surbams—l)xley Aﬂ I. reduced disclosure obligations regarding executive
compensation in the Fund's periodic reports and audited financial in this from the of holding advisory “say-on-pay™ votes on and sk advisory votes on “golden parachute” compensation and

exemption from any reles requiring mandatory audit firm rotation and auditor discussion and analysis and, unless otherwise determined by the SEC, any new audit rules adopted by the Public Company Accounting Orversight Board,
Under the JOBS Act, the Trust will remain an emerging growth company until the carliest of:

o the last day of the fiscal year during which the Trust has total annual gross revenues of $1.235 billion or more;

»  the last day of the fiscal year following the fifth anniversary of the completion of this offering;

»  the date on which the Trust has, during the previous three-year period, issued more than $1 billion in non-convertible debt; or



# the date on which the Trust is deemed to be a “large accelerated filer” (i.e., an issuer that (1) has more than $700 million in outstanding equity held by non-affiliates and {2) has been subject to the reporting requirements of the Securities Exchange Act of 1934, as amended
{the “Exchange Act”) for at least 12 calendar months and has filed at least one annual report on Form 10-K.)

The JOBS Act also provides that an

Principal Offices

pany can utilize the extended ition period provided in Section 7(a)(20B) of the Securities Act of 1933, as amended (the “Securities Act") for complying with new or revised accounting standards.

The Sponsor’s office is located a1 One Franklin Parkway, San Mateo, CA 94403-1906 and its telephone number is (650) 312-2000. The Trust's office is c/o Franklin Holdings, LLC, One Franklin Parkway, San Mateo, CA 944031906 and its telephone number is (650) 312-
2000. The Trustee’s office is located at 251 Linle Falls Drive, Wilmingten, DE 19808, The Bitcoin Custodian's office is located at 200 Park Avenue South, Suite 1208, New York, New York 10003, The Cash Custodian’s and the Administrator's office is located at 2 Hanson

Place, Brooklyn, New York 11217,

Offering

Use of proceeds

Choe BZX Exchange, Inc. ticker symbol

CUSIP

Creation and redemption

Net Asset Value

THE OFFERING
The Shares represent units of fractional undivided beneficial interest in the net assets of the Fund.
Proceeds received by the Fund from the issuance and sale of Creation Units, including the Seed Creation Units issued to the Initial AP, consist of bitcoin deposits. Such deposits are held by the Bitcoin Custodian or Prime
Broker on hehalf of the Trust until (i) delivered to Authorized Particip in ion with a redemption of Creation Units or (i) sold to pay the fee due to the Sponsor and Fund expenses or liabilities not assumed by
the Sponsor.

[1
[ 1

The Fund issues and redeems Creation Units on a continuous basis. Creation Units are only issued or redeemed in exchange for an amount of bitcoin determined by the Administrator on each day that Choe BZX
Exchange is open for regular trading. No Shares are issued unless the Bitcoin Custodian or Prime Broker has allocated to the Fund’s account the corresponding amount of bitcoin. As of the date of this

Creation Unit requires delivery of [ ] bitcoins, The amount of bitcoin necessary for the creation of a Creation Unit, of to be received upon redemption ofa Creation Unit, will decrease ever the life of the Fund, due o
the payment or acerual of fees and other expenses or liabilities payable by the Fund. Creation Units may be created or red 1 only by Autk i p who pay a ion fee for cach order to create or
redeem Creation Units. See “Description of the Shares and the Declaration of Truss” for more details.

The net asset value of the Fund will be egual to the total assets of the Fund, including but not limited to, all bitcoin and cash less total lisbilities of the Fund, cach determimed by the Administrator pursuant to policies
established from time to time by the Sponsor or its affiliates or otherwise described herein. The methodology used to caleulate an index (the “Tndex™) price to value bitcoin in determining the net asset value of the Fund
may not be deemed i with ULS. @ Iy accepted ing principles (“GAAP").

Net Asset Value Calculation and Index

The Sponsor has the exclusive authority to determine the Fund's net asset value. The Sponsor has del, f tor the Admini: the responsibility to calculate the net asset value of the Fund, based on a pricing source
selected by the Sponsor. In determining the Fund®s net asset value, the Administrator values the bitcoin held by the Fund based on the Index, unless otherwise determined by the Sponsor in its sole discretion. The CF
Benchmarks Index shall constitute the Index, unless the CF Benchmarks Index is not available or the Sponsor in its sole discretion determines nod to use the CF Benchmarks Index as the Index. If the CF Benchmarks
Index is not available or the Sponsor d. i im its sole di ion, that the CF Benchmarks Index should not be used, the Fund’s holdings may be fair valued in accordance with the policy approved by the Sponsar.

The Fund’s periodic financial statements may not wiilize net asset value to the extent the methodology used to calculate the Index is deemed not to be consistent with GAAP. For purpeses of the Fund's periodic financial
statements, the Fund will utilize a pricing source that is consistent with GAAP, as of the financial statement measurement date. The Sponsor will determine in its sole discretion the valuation sources and policies used to
prepare the Fund’s financial statements in accordance with GAAP.

The Sponsor may declare a suspension of the caleulation of the net asset value of the Fund under certain circumstances.

On each Business Day, &5 soon as practicable after 4:00 p.m. Eastern Time (“ET"), the Administrator evaluates the bitcoin held by the Fund as reflected by the CF Benchmarks Index and determines the net asset value of
the Fund. For purposes of making these calculations, a Business Day means any day other than a day when the Choe BZX Exchange 15 closed for regular trading.

The CF Benchmarks Index employed by the Fund is c-aiculnwd m: each anmess Day b\' nggnwmg the notional valuee of h;lwm tradmg activity across majar b:loom spot exr:hanges The CF Benchmarks Index is

designed based on the [0SCO Principles furhnanc]al and isa k under the UK E {“BMR™). The of the CF E ks Index is CF Benchmarks
Ltd. {the “Index Admini Y, 2 UK i autharized and regulated by the Financial Conduct Authority (“FCA™) of the UK as a Benchmark Administrator, under UK BMR, The CF Benchmarks
Index serves as @ once-a-day benchmark rate Ul'llw .S, Jollur price of bitcoin (USDVBTC), calculated as of 4:00 p.m. ET, The CF Benchmarks Index aggregates the trade flow of several bitcoin exchanges, during an
observation window between 3:00 p.m. and 4:00 p.m. ET into the U.S. dollar price of one bitcoin at 4:00 p.m. ET. ifically, the CF t ks Index is calculated based on the “Relevant Transactions™ (as defined in
“Business of the Trust—Valuation of Bitcoin; the CF Benchmarks Index™) of all of its constiteent bitcoin cxchanscs. whlch are curmlﬂy Blmmp. Coinbase, itBit, Kraken, Gemini, and LMAX Digital (the “Constiteent
Platforms"), and which may change from time to time. If the CF Benchmarks Index is not available or the Sponsor d in its sole di that the CF Benct ks Index should not be used, the Fund's holdings

may be fair valued in accordance with the policy approved by the Sponsor,

The Fund is intended to provide a way for Sharcholders to obtain exposure to bitcoin by investing in the Shares rather than by acquiring, helding and trading bitcoin directly on a peer-to-peer or other basis or via a digital
asset exchange. An investment in Shares of the Fund is not the same as, or a proxy for, a direct investment in bitcoin on a peer-to-peer or other basis or via a digital asset exchange.

Fund expenses

The Fund’s only ordinary recurring expense is expected to be the Sponsor's Fee, In exchange for the Sponsor’s Fee, the Sponsor has agreed to assume the ordinary fees and expenses incurred by the Fund, including but
not limited to the following: the fees charged by the Administrator, the Custodians and the Trustee, Choe BZX Exchange listing fees, typical maintenance and transaction fees of the DTC, SEC registration fees, printing
and mailing costs, audit fees and expenses, up to 5[ ] per annum in ordmary legal fees and expenses, and applicable license fees. The Sponsor will alse pay the costs of the Trust’s organization and the initial sale of
the Shares, and may not seck reimbursement of such costs,

The Sponsor’s Fee is accrued daily at an annualized rate equal to | ]% of the net asset value of the Fund and is payable at least quarterly in arrears in U.S. dollars or in-kind or any combimation thereof. The Sponsor may,
at its discretion and from time to time, waive all or a portion of the Spansor’s Fee for stated periods of time. The Sponsor is under no obligation to waive any portion of its fees and any such waiver shall create no
obligation to waive any such fees during any period not covered by the waiver. The Fund will sell bitcoin as needed to pay the Sponsor's Fee.

The Spomr is nm lv:qulred o pay any inary of non-routing eXpenses. inary expenses are fees and expenses which are unexpected or unusual in nature, such as legal claims and liabilities and litigation
costs or ind or other i | E: finary fees and exp also include material expenses which are not currently anticipated obligations of the Fund. The Fund will be responsible for the
payment of such expenses to the extent any such ca&pc.nsca are incurred. Routine operational, administrative and other ordinary expenses are not deemed extraordinary expenses. In addition, the and may incur certain
other non-recurring expenses that are not assumed by the Sponsor (expenses assumed by the Sponsor are described ahove), loclw!mg but not limited to, taxes and g charges, any apy brok
commissions, financing fees, Bitcoin network fees and similar transaction fees, expenses and costs of any extracrdinary services performed by the Sponsor (or any ulhc( service provider) on behalf of the Fuml o profect
the Fund or the interests of Sharcholders (ncluding, for example, in connection with any fork of the Bitcoin blockehain, any Incidental Rights and any IR Virtual Currency), any indemnification of the Cash Custodian,
Bitcoin Custodian, Prime Broker, Administrator or oLher agents, service providers or counlerpamcs of the Trust or the Fund and extraordinary legal fees and expenses, including any legal fees and expenses incurred in

comnection with litigation, regulatory or matters or legal exp in excess of $[___ ] per year, The Sponsor may determine in its sole discretion to assume legal fees and expenses of the Fund
in excess of the 8[| per annum stif d in the Sponsor A To the extent that the Sponsor does not voluntarily assume such fees and expenses, they will be the responsibility of the Fund. The Fund's
organizational and oﬂ'mng costs are bome by the Sponsor and, as such, are the sole vespon.sthlln)' of the Sponsor. The Sponsor will net seek reimbursement or otherwise require the Fund, the Trust, the Trustee or any
Shareholder to assume any Hability, duty or obligation in ¢ ion with any such i 1 and offering costs. Because the Fund does not have any income, it will need to sell bitcoin to cover the Sponsor’s Fee

and expenses not assumed by the Sponsor, if any. Fund expenses not assumed by the Sponsor shall accrue daily and be payable by the Fund to the Sponsor at least quarterly in arrears. The Fund may also be subject to
other liabilities (for example, as a result of litigation) that have also not been assumed by the Sponsor, The only source of funds to cover those liabilities will be sales of bitcoin held by the Fund, Even if there are no
expenses other than these assumed by the Sponsor, and there are no other labilities of the Fund. the Fund will still need to sell bitcoin to pay the Sponsor’s Fee. The result of these sales 15 a decrease in the amount of
biteoin represented by each Share.

To cover the Sponsor’s Fee and expenses not assumed by the Sponsor, the Sponsor or its delegate will cause the Fund to convert biteoin into LS. dollars or other fiat ies at the prevaili h rate (less
applicable fees) which the Sponsor is able to obtain using commereially reasonable efforis. The number of bitcoins represented by a Share will decline each time the Fund pays the Spnmr ] Fcc or any Fund expenses
not assumed by the Sponsor by transferring or selling bitcoins, The quantity of biteoins to be sold to permit payment of the Sponsor’s Fee or Fund expenses not assumed by the Sponsor, will vary from time to time
depending on the level of the

Forks

Fund's expenses and the value of bitcoins held by the Fund, Assuming that the Trust is a grantor trust for U.S. federal income tax purposes, each delivery or sale of bitcoins, Incidental Rights and IR Viral Currency by
the Trust for the payment of Fund expenses generally will be a taxable event to Fund Shareholders. See “11.8. Federal Income Tax Consequences.” In the event that any of the foregoing fees and expenses are inc

with respect to the TrustFund and other Client Amunls ias dc}u\ed in “Conflicts of Interest”), the Sponsor will allocate the costs across the entities on a pro rata basis or otherwise on a basis it considers to be equitable,
excepd to the extent that certain exp are specifi 1o the Trust'Fund or another Client Account,

From time to time, the Fund may be entitled to or come into possession of rights to acquire, or otherwise establish dominion and control over, any virtual currency or other asset or right, which rights are incident to the
Fund's wnershup of bitcoins and mse w1:lwut any action of the Fund, or of the Sponsor on behalf of the Fumd (“Incidental Rights™) and/or virual currency tokens, or other asset or right, acquired by the Fund through
the exercise {subject to the appli provi: of the Declaration of Trust) of any Incidental Right (“IR Virtual Currency™) by virtue of its ownership of bitcoins, generally through a fork in the Bitcoin blockehain, an
aJldmp offered to hol.dna's n} biteoins or other similar event. Pursuant to the Declaration of Trust, the Sponsor has the right, in the Sponsor’s sole discretion, to determine what setion to take in connection with the Fund’s

o or ip of Incidental Rights or any IR Virteal Currency, Under the terms of the Declaration of Trust, the Trust, on behalf of the Fund, may take any lawful action necessary or desirable in connection
with the Fund's ownwshlp of Incidental Rights, including the acquisition of IR Virtual Currency, as determined by the Sponsor in the Sponsor’s sole discretion, unless such action would adversely affect the status of the
Trust as & grantor trust for U8, federal income tax purposes or otherwise be prohibited by the Declaration of Trust.

The actions which the Spunsur mny m its sole discretion, determine the Fund shall take nclude (i) arranging for the sale of Incidental Rights and/or IR Virtual Currency and distributing the cash proceeds (net of

p and any applicabl taxes) ta the Depository Trust Company (“DTC”), (i) distributing Incidental Rights and/or IR Virtual Currency in-kind to DTC, (i) using Incidentsl Rights and/or IR Virusl
Currency to pay the Sponser’s Fee and/or additional Fund expenses not assumed by the Sponsor, or (iv) electing not 10 acquire, claim, or obtain, and p 1y and ir bly at Incidental Rights or IR
Virtual Currency for no consideration. The Sponsor is under no obligation to realize any economic benefit from any Incidental Rights or IR Virtual (_mcm:y on behalf of the Fund. The Fund does not expect to take any
Incidental Rights or IR Virual Currency it may hold or to which it may be entitled into account for purposes of determining the Fund's NAV,

With respect to any fork, airdrop or similar event, the Sponsor shall, in its sole discretion, determine what action the Fund shall take. In the event of a fork, the Sponsor will, as permitted by the terms of the Declaration of
Trust, determine which network it believes is generally accepted as the Bitcoin network and should therefore be considered the appropriate network, and the associated asset as bitcoin, for the Fund’s purposes. The

Snonsor mav decide to coase the Fund to sell anv Incidental Rights or TR Virtual Cureney for cash Gincluding. as determined by the Snonsor. in the cace of a fork. the asset that is not senerallv accented as hiteoin. or in



ﬂlc cuse Uf'an alrdm'p Ilw mrdmpped assctj and dlsmhutc Ihc c.nsh prucr.uds dlsmblm.‘, lhc:u u:l k.md m ]JTC am:l rcg:sm::ed !wldm uf S.hms are cn!]dud tu Teceive snch d\smbcmons proportion to the number of
shares owned. However, the Sponsor may instead ine, in its sole di top Ty and i ihly abandon such Inci Rights or IR Virtual Currency for no i fon. In the case of

of Incidental Rights or IR Virtual Currency, the Fund would not receive any direct or mdmxl 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.

The Sponsor may choose 1o evaluate any such fork, airdrop or similar on i by basis in Itation with the Fund’s legal advisors, tax I the Admini and the Custodi; In
determining whether to attempt to acquire and/or retain any Incidental Rights and IR Virtual Currency, the Sponsor expects to take into consideration whatever factors it deems relevant in its sole discretion, including,
without limitation:

. the Bitcomn Custodian’s agreement to provide access to the Incidental Rights or IR Virtual Currency;

* the availability of a safe and practical way 1o custody the Incidental Rights or IR Virual Currency;

* the costs or operational burden of taking ion and/or mai i of the Incidental Rights or TR Virteal Currency and whether such costs or burden exceed the benefits of owning such Incidental
Rights or IR Virtual Currency or the proceeds that would be realized for the F\md or Sharcholders from a sale thereof;

* whether there are any legal or regulatory restrictions on or risks or consequences arising from, or tax implications with respect to, the hip, sale or disposition of the Tnci Right or TR Virtual Currency,
regandless of whether there is a safe and practical way to custody and secure such Incidental Right or IR Virtual Currency;

* the existence of a suitable market into which the Incidental Right or TR Virtual Currency may be sold; and

. whcd:lgr cl.a.lmmg, owning, selling, or otherwise taking any action in respect of Incidental Rights or IR Virtual Currency may create legal or regulatory risks, liability, or burdens of any kind for the Fund, Sponsor,
ar including, without limitation, if such Incidental Rights or TR Virtual Currency is, or may be, a security under federal securities laws),

The Fund may in the future abandon any Incidental Rights and IR Virual Currency.

Tax Considerations

Voting Rights

Suspension of Issuance, Transfers and
Redemptions

Limitation on Obligations and Li;

Owners of Shares will be treated, for ULS. federal income tax purposes, as if they owned a corresponding share of the assets of the Fund. They will also be viewed as if they directly received a corresponding share of any
income of the Fund, or as if they had incurred a corresponding share of the expenses of the Fund. Consequently, cach sale of bitcoin by the Fund will constitute a taxable event to the Sharcholders. See “U.S. Federal
Tncome Tax Consequences—Taxation of U8, Shareholders” and “ERTSA and Related Considerations.™

Orwners of Shares do not have any voting rights. Sec “Description of the Shares and the Declaration of Trust—Voting Rights.”

The Administrator may, and upon the direction of the Sponsor shall, suspend the acceptance of purchase orders or the delivery or registration of transfers of Shares generally, or may, and upon the direction of the Sponsor
shall, refuse a particular purchase order, d, ry or registration of shares (i) during any period when the transfer books of the Administrator are closed or (1) at any time, if the Sponsor thinks it advisable for any reason.
The Administrator may, and upon the direction of the Sponsor shall, suspend the right to surrender Shms or postpone the delivery date of bitcoin or other Fund property generally or with respect to a particular
redemption order (i) during any period in which regular trading on the Choe BZX Exct is for 1, or the exch is closed, or (11} during a period when the Sponsor determines that delivery,

disposal or evaluation of bitcoin 18 not reasonably practicable. The Fund may reject any purchase order or redemption order that is not in proper form.

The Sponsor and the Trustes:

k are obligated to take the actions specifically set forth in the Declaration of Trust, without gross negligence or had faith;

. are not liable if either of them is prevented or delayed by law or circumstances beyond their control from perfi their respecti igations under the D ion of Trust;

] are not liable for the exercise of di itted under the Declaration of Trust;

. have no obligation to prosecute any lawsuit or other proceeding on behalf of the Sharcholders or any other person;

. are not ligble for any loss of bitcoin occurring prior to the delivery of bitcoin to the Bitcoin Custodian or Prime Broker, as applicable, or after the delivery of bitcoin by the Bitcoin Custodian or Prime Broker, as
applicable (and for the avoidance of doubd, are not liable for the loss of bitcoin while held by the Biicoin Custodian or Prime Broker absent gross negligence or bad faith by the Sponsor and Trustee); and

. may rely upon any advice or information from other persons they believe in good faith to be competent to provide such advice or information.

See “Description of the Shares and the Declaration of Trust—Limitations on Oblj, and Liability.”

Termination events

The Sponsor may terminate and liquidate the Fund or Trust for any reason in its sole discretion. The Sponsor would likely terminate and liquidate the Fund if one of the following events oceurs:

. the Shares are delisted from the Choe BZX Exchange and are not approved for listing on another national securities exchange within five Business Days of their delisting:

- a L8, federal or state court or regulator, or appli Law or reg) ¥ reg requires the Fund to shut down, or forees the Fund to liquidate its bitcoin, or seizes, impounds or otherwise restricts access to
Fund assets;

. the Sponsor determines, in its sole discretion, that the liquidation of the Fund is advisable or desirable for any reason; or

. DTC 15 unable or unwilling to continue to perform its 1 and a ble replacement is ilable.

L2 &0 days have elapsed since the Trustee notified the Spensor of the Trustee's election to resign or since the Sponsor removed the Trustee, and a successor trustee has not been appointed and accepted its
appointment;

. the SEC (or its staff) or & court of competent jurisdiction determines that the Trust is an investment company under the Investment Company Act, and the Sponsor has actual knowledge of that determination;

the value of the Fund is at a level at which continued operation of the Fund is not cost-efficient;

. any ongoing event exists that either prevents or makes impractical the Fund's holding of bitcom, or prevents the Fund from ing or makes i tcal the Fund's le efforts to convert bitcom to ULS.
dollars;

. the Fund fails to qualify for treatment, or ceases to be treated, for United States federal income tax purposes, as a grantor trust, and the Sponsor has determined that, because of that tax treatment or change in tax
treatment, termination of the Fund is advisable; or

. including, for the avei of doubt, cither of the Custodians) or prime broker {including, for the aveidance of doubt, the Prime Broker) then acting resigns, is removed, is prohibited by applicable
law or ngulanon t0 act as oro:hﬂwlsc CeASEs w act as custodlan or prime broker and, in the opinion of the Sponsor, no successor custodian or prime broker has been employed prior to, at the Sponsor’s election, (i) the
effective date of such removal, or or (i) in the case of the Bitcoin Custodian or Prime Broker, the final date as of which the Bitcoin Custodian or Prime Broker will cease to hold any of
the Fund's assets, to the extent different from (i).

The term of the Trust is perpetual {unless terminated earlier in certain circumstances). See “Description of the Shares and the Declaration of Trust I and Dissolution.”

Authorized Participants

Clearance and setflement

Asof[ ],2023, the date the Initial AP deposited [

chx:chnnsmybcmnmdm ! 'on]yhy honzed Particy Each Authorized Partici) must be a regi: 1 broker-dealer, a partici: in DTC, have entered into an agreement with the Sponsor and

/ i {the " Authorized Partici '} and be in a position to transfer hitcoin to, and take delivery of bitcoin from, the Biteoin Custodian through one or more accounts. The Authorized Participant Agreement

provides the procedures for the crealiun and mdnmphun of Creation Units and for the delivery of bitcoin in connection with such creations or redemptions. A list of the current Authorized Participants can be obtained from the
Sponsor.

The Shares will be evidenced by a global certificate that the Trust issues to DTC. The Shares are issued in book-entry form only. Transactions in Shares clear through the facilities of DTC. Investors may hold their Shares
through DTC, if they are participants in DTC, or indirectly through entities that are participants in DTC.

SUMMARY FINANCIAL CONDITION

| bitcoins into the Fund, the net asset value of the Fund was §[ ]

RISK FACTORS

The Shares are speculative and invelve a high degree of visk. Before making an investment decision, vou showld consider carefully the risks described below, as well as the other information included in this prospectus.

Risk Factors Related to Digital Assets



The rading prices of many digital assets, including bitcoin, have experie d extreme volatility in recent perivds and may continue to do so. Extreme volatility in the futare, including further declines in the trading prices of bitcoin, could have a material adverse effect
on the value of the Shares and the Shares could lose all or substantially all of their value.

The trading prices of many digital assets, including bitcoin, have experienced extreme volatility in recent periods and may contimue to do so. For instance, there were steep increases in the value of certain digital assets, including bitcoin, over the course of 2021, and multiple
market observers asserted that digital assets were experiencing a “bubble.” These increases were followed by steep drawdowns throughout 2022 in digital asset trading prices, including for bitcoin. These episodes of rapid price appreciation followed by steep drawdowns have
occurred multiple times throughout bitcoin’s history, including in 2011, 2013-2014, and 2017-2018, before repeating again in 2021-2022. Over the course of 2023, bitcoin prices have continued to exhibit extreme volatility,

Extreme volatility may persist and the value of the Shares may significantly decling in the future without recovery. The digital asset markets may still be experiencing a bubble or may experience a bubble again in the future. For example, in the first half of 2022, each of Celsius
Metwork, Voyager Digital Lid., and Three Arrows Capital declared bankruptcy, resuliing in a loss of confidence in participants of the digital asset ecosysiem and negative publicity surrounding digital assets more broadly. In November 2022, FTX Trading Lid. ("FTX™), one of
the largest digital asset exchanges by volume at the time, halted customer withdrawals amid rumors ut the company’s liquidity issues and likely insolvency, which were subsequently corroborated by its CEO. Shontly thereafter, FTX"s CEO resigned and FTX and many of its
affiliates filed for bankruptey in the United States, while other affilistes have entered nsol or similar p dings around the globe, following which the US. Department of Justice brought criminal fraud and other chargcs and the SEC and CFTC brought
civil securities and commuodities fraud charges, against certain of FTX's and s affiliates’ senior execmwes. including its former CEOQ. In addition, several other entities in the digital asset indusiry filed for bankruptey following FTX's bankrupicy filing, such as BlockFi Inc. and
Gienesis Global Capital, LLC (“Genesis™). In response to these events (collectively, the 2022 Events™), the digital asset markets have experienced extreme price volatility and other entities in the digital asset industry have been, and may continue to be, negatively affected,
further undermining confidence in the digital asset markets. These events have also negatively impacted the liquidity of the digital asset markets s certain entities affiliated with FTX engaged in significant trading activity. If the liquidity of the digital asset markets continues to
be negatively impacted by these events, digital asset prices, including bitcoin, may continue 1o experience significant volatility or price declines and confidence in the digital asset markets may be further undermined. In addition, regulatory and enforcement scrutiny has
mereased, including from, among others, the Department of Justice, the SEC, the CFTC, the White House and Congress, as well as state regulators and suthorities. These events are continuing to develop and the full facts are continuing to emerge. It is not possible to predict at
this time all of the risks that they may pose to the Fund, its service providers or to the digital asset industry as a whole.

Extreme volatility in the future, including further declines in the trading prices of bitcoin, could have a material adverse effect on the value of the Shares and the Shares could lose all or substantially all of their value. The Fund is not actively managed and will not take any
actions to take advantage, or mitigate the impacts, of volatility in the price of bitcoin.

The value of the Shares is subject to a number of factors relating to the finds { i k istics of bitcoin as a digital asset, including the fact that digital assets are bearer instruments and loss, theft, or compromise of the associated private keys could
result in permaneni loss of the asset, and the capabilitles and develog of Mockehain technologies such as the Biteoin Mockchain,

Drigital assets such as bitcoin were only introduced within the past 15 years, and the value of the Shares is subject 1o a number of factors over time relating to the capabilities and develop of blockchair hnologies, such as the of their devel their
dependence on the internet and other technologies, their dependence on the role played by users, developers and miners and the potential for malicious activity.
Digital asset ks, including the Bitcoin peer-to-peer network and associated blockchain ledger (the “Bitcoin blockchain™ and together the “Bitcoin network™), and the sofiware used 1o operate them are in the early stages of development. Given the receniness of the
development of digital asset networks, dlg'l[al assels may not function as intended and parties may be unwilling to use digital assets, which would dampen the growth, 1f.my, of digital asset networks. Because bitcoin is a digital asset, the value of the Shares is subject o a
numnber of factors relating to the fund. tstics of digital assets, including the fact that digital assets are bearer i and loss, theft, comy ar ion of the i private keys could result in permanent loss of the asset.
For example, the realization of one or more of the following nsks could ially ad ly affect the value of the Shares:

® Digital assets, including bitcoin, are llable only by the p of both the unigue public key and private key or keys relating to the Bitcoin network address, or “wallet”, at which the digital asset is held. Private keys must be safeguarded and kept private in order to

prevent a third party from accessing the digital asset held in such wallet. The loss, theft, compromise or destruction of a private key required to access a digital asset may be irreversible. If a private key is lost, stolen, d i or otherwise ised and no backup of

the private key is accessible, the owner would be unable to access the digital asset corresponding to that private key and the private key will not be capable of being restored by the digital asset network resulting in the total loss of the value of the digital asset linked to the
private key.

# Digital asset networks are dependent upon the internet, A disruption of the intermet or a digital asset network, such as the Bitcoin network, would affect the ability to transfer digital assets, including bitcoin, and, consequently, would impact their value,

® The acceptance of software patches or upgrades by a si but not helmi of the users and miners in a digital asset network, such as the Bitcoin network, could result in a “fork™ in such network’s blockehain, including the Bitcoin blockchat
resulting in the operation of multiple separate networks,

= Govemnance of the Bitcoin network is by ¥ and open ition. As a result, there may be a lack of consensus or clarity on the governance of the Bitcoin network, which may stymie the Bitcoin network’s utility and ability to grow and face challenges.
In particulas, it may be difficult to find solutions or martial sufficient effort to any future p on the Bitcoin network, especially long-term problems.

= Over the past dcnad& ‘bitcoin mining operations have evolved from individual vsers mining with graphics ing units and first ! ication specific i circuit ines to fessl ized” mining ioms using proprictary
hard ar i hi If the profit margins of bitcoin mining eperations are not i high, including due to an increase in electricity costs or a decline in the market price of bitcoin, or if bitcoin mining operations are unable to arrange alternative

sources of l'nzmsmg {e.g., if lenders refuse to make loans to such miners), bitcoin miners are more likely to immediately sell more bitcoins than they otherwise would, resulting in an increase in liquid supply of bitcoin, which would generally tend to reduce bitcoin's market
price.

# To the extent that any miners cease to record transactions that do not include the payment of a transaction fee in solved blocks or do not record a transaction because the transaction fee is too low, such transactions will not be recorded on the Bitcoin blockchain until a block
is mined by a miner who does not require the payment of transaction fees or is willing to accept a lower fee. Any widespread delays in the recording of transactions could result in a loss of confidence in a digital asset network.

Digital asset mining operations can consume significant amounts of elecaricity, which may have a negative environmental impact and give rise to puhlu: opinion against allowing, or g -gulati icting, the use of electricity for mining op
Additionally, miners may be forced to cease operations during an electricity shortage or power outage, or if electricity prices increase where the mining activities are performed.

+ Many digital asset networks, including the Bitcoin network, face significant scaling challenges and may periedically be upgraded with various featares designed to increase the speed and throughput of digital asset transactions, These attempts to increase the volume of
transactions may not be effective, and such upgrades may fail, resulting in potentially irreparable damage to the Bitcoin network and to the value of bitcoin.

The open-source structure of many digital asset network protocols, such as the protocol for the Bitcoin network, means that developers and other contributors are generally not directly comp d for their ihutions in maintaining and ping such p ls, Asa

result, the developers and other it ofa lar digital asset may lack a financial incentive to maintain or develop the network, or may lack the to ad address ing issues. Al ively, some lopers may be funded by companies whose
interests are at odds with other participants in a particular digital asset network. A failure to properly monitor and upgrade the protocol of the Bitcoin network could damage that network.

& Moreover, in the past, flaws in the source code l'ulrdl.gllul assets have been exposed and m&plmled. including fldws [hat disabled some functionality l'm'users. wﬁpw:xl users' personal information and/or resulted in the theft of users® dlglml asset& The cryptography

undeslying biteoin could prove to be flawed or or in h andor d in digital 2 v and quantum computing, could result in such cr In any of these
circumstances, a malicious actor may be able to compromise the smmly of the Biteoin network or take the Fund's hitcoin, which would advetsely affect the value oflhe Shares Moreover, functionality of the Bﬁ.cmn m:iwork ma:.. be negatively aﬁecled such that || is no
longer attractive to users, thereby dampening demand for bitcoin, Even if another digital asset other than bitcoin were affected by similar ci any in confids in the source code o cr derlying digital assets g ly could 1y

affect the demand for digital assets and therefore adversely affect the value of the Shares.
Moreover, because digital assets, including biteom, have been in existence for a short period of time and are continuing to develop, there may be additional nsks in the future that are impossible to predict as of the date of this prospectus.
Digital assets represent @ mew and rapidly evolving industry, and the value of the Shares depends on the acceptance of bitcoin,
The Bitcoin network was first launched in 2009 and bitcoins were the first cryptographic digital assets created to gain global adoption and critical mass. Although the Bitcoin network is the most established digital asset network, the Bitcoin network and other eryptographic and

algorithmic protocols governing the issuance of digital assets represent a new and rapidly evolving industry that is subject to a variety of factors that are difficult to evaluate, For example, the realization of one or more of the following risks could materially adversely affect the
value of the Shares:

Biteoins have only recently become selectively acoepwd as a means of payment by retail and commercial outlets, and use of bitcoins by COnSuMmErs to pay such retail and commercial outlets remains limited. Banks and other established financial instindtions may refuse to

process funds for bitcoin transactions; process wire transfers to or from digital asset exch ‘bitcoin-related ies of seTvice po ; o maintain accounts for persons or entities transacting in bitcoin. As a result, the prices of bitcoins may be primarily determined
Ty speculators and miners, thus contributing to price volatility that makes retailers less likely to accept it as a form of payment in the future,

il

® Banks may not provide banking services, or may cut off banking services, to businesses that provide digital asset-related services or that accept digital assets as payment, which could dampen liquidity in the market and damage the public perception of digital assets
generally or any one digital asset in particular, such as bitcoin, and their or its utility s a payment system, which could decrease the price of digital assets generally or individually. Further, the lack of availability of banking services could prevent the Fund from being able
1o complete the timely liquidation of bitcoin and withdrawal of assets from the Bitcoin Custodian even if the Sponsor 4, ined that such li ion were or suitable,

Certain privacy-preserving features have been or arc expected to bc mwnduccd to digital asset networks, such as the Bitcoin network, and exchanges or busineases that facilitate transactions in bitcoin may be at an increased risk of having banking services cut off if there is
@ concern that these features interfere with the perft of dering duties and i ions checks.

+  Users, developers and miners may otherwise switch to or adopt certain digital assets at the expense of their engagement with other digital asset networks, which may negati impact those including the Bitcoin network.
The Fund is not actively managed and will not have any formal strategy relating to the development of the Biteoin network.

Changes in the governance of a digital asset network may nof receive sufficient support from wsers and miners, which may negatively affect that digital axset network's ability to grow and respond to challenges,

The of d lized ris, such as the Bitcoin network, is b'y luntary and apen petit &s H result, thcrc may be a lack of consensus or clarity on the g of any parti d ized digital asset rwtwork which may stymie such
nclwrk s utility and ability to grow and face chall The ding, the p 15 for some d . such as the Bitcoin netwm‘k, are ml'ormaliy manm:cd by a group of core developers that propose to the relevant network's
source code. Core developers' roles evolve over time, largely based on self-di 1 icipation. Ifa i majority of users m:ld miners adopt toa network based on the proposals of such core developers, such network will be subject to new

protocols that may adversely affect the value of the relevant digital asset.

As a result of the foregoing, it may be difficult to find solutions or marshal sufficient effort to any future p i ially long-1y on digital asset networks.

Potential amendmenis to the Bitcoin network's protocels and software could, if accepted and authorized by the Bitcoin network c it h Iy affect an i in the Fund.

The Bitcoin network uses a cryptographic protocol to govern the interactions within the Bitcoin network, A loose community known as the core developers has cmlvod to informally manage the source code for the protocol, ip in the ity of core develop
evolve over time, largely based on self-determined participation in the resource section dedicated to bitcoin on Github.com. The core lopers can propose llw Bitcoin netwud& 's source code that, if accepted by miners and users, could alter the protocols and
software of the Bitcoin network and the propertics of bitcoin. These ions would occur through software upgrades, and could potentially include changes to the i ibility of and limitations on the mining of new bitcoin, which could undermine the appeal

and market value of biteoin, Altemaiiwly. software upgrades and other changes to the protocols of the Bitcoin network could fail to work as intended or could introduce bugs, securny risks, or otherwise adversely affect, the speed, security, usability, or value of the Bitcoin
network or bitcoins, As a result, the Bitcoin network could be subject to changes to its protocols and software in the future that may adversely affect an investment in the Fund.

The open-source structure of the Biteoin network protecol means ithat the core developers and other b are g Hy mot directly comp d for their iburions in mai ing and developing the Bltcoin network




protocol. A failure to praperly monitor and upgrade the Bitcoin network protocol conld damage the Bitcoin network and an investment in the Fund.

The Biteoin network operates based on an ops protocol maintained by the core developers and other ik largely on the GitHub resource section dedi f tor bitcoin devel As biteoins fed solely for mining activity and are not sold to raise capital
for the Bitcoin network, and the Bitcoin network protocol itself is made available for frec rather than sold or made available subject to licensing or subscription fees and its use does not generate revenues for its development team, the core developers are gencrally not
compensated for maintaining and updating the source code for the Bitcoin network protocol. Consequently, there is a lack of financial incentive for developers to maintain or develop the Bitcoin network and the core developers may lack the o | address

emerging issues with the Bitcoin network protocol. Although the Bitcoin network is currently supported by the core developers, there can be no guarantee that such support will continue or be sufficient in the future. For example, there have been recent reports that the number
of core developers who have the anthority to make amendments to the Bitcoin network’s souree code in the GitHub repository is relatively small, although there are believed to be a larger number of developers who contribute to the overall development of the source code of the
Bitcoin network. Alternatively, some developers may be funded by entities whose interests are at odds with other participants in the Bitcoin network. Tn addition, a bad actor could also attempt to interfere with the operation of the Bitcoin network by attempting 1o exercise a
malign influence over a core developer. To the extent that material issues arise with the Bitcoin network protocol and the core developers and open-source contributors are unable to address the issues adequately or in a timely manner, the Bitcoin network and an investment in
the Fund may be adversely affected.

Digital asset ks face signif scaling chall and efforts te increase the volume and speed of transactions may not be successful,

Many digital asset networks, including the Bitcoin network, face significant scaling challenges due fo the fact that public blockchains generally face a tradeofl between security and scalability, One means through which public bleckehains achieve security is decentralization,
meaning that no intermediary is responsible for securing and maintaining these systems. For example, a greater degree of decentralization generally means a given digital asset network is less susceptible to manipulation or capture. A digital asset network may be limited in the
number of transactions it can process by the capabilities of each single fully participating node.

As fi in throughput lag behind growth in the use of digital asset networks, average fees and settlement times may inerease considerably. For example, the Bitcoin network has been, at times, at capacity, which has led to increased transaction fees, Since
January 1, 2019, bitcoin transaetion fees have increased from $0.18 per bitcoin transaction, on average, to a high of $60.95 per transaction, on average, on April 20, 2021. As of December 31, 2022, bitcoin transaction fees were $1.17 per transaction, on average. Increased fees
and decmsed settlement speeds could preclede cemm uses fior bitcoin (e.g., mlcmpaymems]. and could reduce demand for, and the price of, bitcoin, which could adversely impact the value orllv.' Shms In \llay 2023, events related to the adoption of ordinals, which are a
means of inscrnibing digital content on the bitcoin block caused fees to by spike above $30 per transaction. As of May 22, 2023, bitcoin fees were

There is no guarantee that any of the mechanisms in place or being explored for increasing the scale of settlement of the Bitcoin network transactions will be effective, or how long these mechanisms will take 10 become effective, which could cause the Bitcoin network to not
adequately resolve scaling challenges and adversely impact the adoption of bitcoin as a medium of exchange and the value of the Shares,

Digiral assets may have concentrated ownership and large sales or disivibutions by holders of such digital assets could have an adverse effect on the market price of such digital assets,

The largest hitcoin wallets are believed to hold, in aggregate, a significant percentage of the bitcoins in circulation. Maoreover, it is possible that other persons or entities control multiple wallets that collectively hold a significant number of bitcoins, even if they individually only
hold a small amount, and it is possible that some of these wallets are controlled by the same persen or entity. As a result of this concentration of ownership, large sales or distributions by such holders could have an adverse effect on the market price of bitcoin.

If the digital asset award for mining blocks and ion fees for fii ions an the Bitcoin network are not sufficiently high to incentivize miners, or if certain jurisdictions continue te limit mining activities, miners may cease expanding processing power
or demand high transaction fees, which conld negatively impact the value a_fmrcom and the value af the Shares.

If the digital asset awards for mining blocks or the transaction fees for recording transactions on the Bitcoin network are not sufficiently high to incentivize miners, or if Den.um jurisdictions contimue to limit mining activities, miners may cease expending processing power to

mine blocks and confirmations of transactions on the Bitcoin blockehain could be slowed. For example, the realization of one or more of the ing risks could [y y affect the value of the Shares:
. Ow:rll\c past sml years, d\gm;l asset mining cnpmuu including those mining bitcoin, have evolved from individual users mming with graphics ing units and first i specific i 1 circuit hines to
ized” mining of Sing | ar i i If the profit margins of digital assct mining operations are not i high, & ing due to an increase in electricity costs or a decline in the market price of the relevant

dusual asser issued as a mining rmrd or ll'd:gm] nssct mining operalmns are unable to arrange aliernative sources of financing (e.g., if lenders refuse 1o make loans to such r:nmersJ. digital asset miners are more likely to immediately sell tokens earned by mining or sell
more such digital assets than they otherwise would, resulting in an increase in liquid supply of that digital asset, which would generally tend to reduce that digital asset's market price.

+ The reduction in mining rewards of bitcoin, including block reward halving events, which are events that oceur after a specific period of time that reduce the block reward eamed by miners, could be inadeguate to incentivize miners to confinue to perform mining activities

A reduction in the p IE POWET eXp d by miners on the Bitcoin network could increase the likelihood of a malicious actor or botnet (a volunteer or hacked ion of Ty ried software di g the actions of the computers)
obtaining com.ml See —ll'n mllcwus actor or botnet obtains conirol of more than 50% of the processing power on ﬁle Bitcoin network, or otherwise obiains conirol over the Butwm network through its influence over core dweiopm or otherwise, such actor or bomet
could lute the Bitcoin blockchain to ad Ly affect the value of the Shares or the ability of the Fund to operate.”

* Miners have | dcally accepted relatively low i iom fees on most digital asset networks, If miners demand higher ion fees for i ions in the Bitcoin blockchain or a software upgrade automatically charges fees for all transactions
on the Bitcoin network, the cost of using bitcoin may increase and the marketplace may be reluctant to accept bitcoin as a means of payment. A]Iemnhw]} lﬂ]lm wu]d collude m an anti-competitive manner to reject low transaction fees on the Biicom network and foree
users to pay higher fees, thus reducing the attractiveness of the Biteoin network. Higher transaction confirmation fees resulting through coll or atherwise may ad Ty affect the H of the Bitcoin network, the value of bitcoin and the value of the Shares,

® To the extent that any miners cease to record transactions that do not include the payment of a transaction fee in mined blocks or do not record a transaction because mmactmn feee is too low, such Inmsum:lcms will uot be recorded on the Bitcoin blockchain until a block
is mined by a miner who does not require the payment of transaction fees or is willing to accept a lower fee. Also, some miners have financed the acquisition of mining equip or the 7 Lor of i to perform mining activities by
borrewing, If such miners experience financial difficulties and are unable to pay back their borrowings, their mining capacity could become unavailable to Ihe Bitcoin network, wlm:h could i , result in di ions in g on the Bitcoin network,
Any wi delays or di i in the ing of could result in a loss of confidence in the Bitcoin network and could prevent the Admi from i with the day-to-day i of the Fund, i i
and redempdions of the Shares in exchange for bitcoin with APs.

b
s Digital asset mining operations can consume significant amounts of electricity, which may have a negative environmental impact and give rise to public opinion agamst allowing, or if icting, the use of el ity for mining

Additionally, miners may be forced to cease operations during an electricity shortage or power outage, or if electricity prices increase where the mining activitics are performed, Tlns could adversely affect the price of bitcoin and the value of the Shares.

If a malicious acter or botnet obtains control of more than 50% of the processing power on the Bitcoin network, or otherwise obtains control over the Bitcoin network through its influence over core developers or otherwise, such actor or botnet conld manipulate the
Bircoin blockchain to adversely affect the value of the Shares or the ability of the Fund to operate,

1f & malickous actor or botnet obtains & majority of the processing power dedicated to mining on the Bitcoin network, it may be able to alter the Bitcoin blockchain on which transactions in biteoin rely by ing it blocks or p ing certain from
oomp]cﬂns in a timely manner, or at all, The malicious actor or bomet could also control, exclude ar madify the ord.crms of i Although the malicious actor or botnet would not be able to generate new tokens or transactions using such control, it could “double-spend™
its own tokens (i.e., spend the same tokens in more than ene transaction) and prevent the of other users' for so long as it maintained control. To the extent that such malicious actor or botnet did not yield its control of the processing power on the
Bitcoin network or the Biteoin community did not reject the blocks as malici ing any changes made to the Bitcoin blockehain may not be pessible. Further, a malicious actor or botnet could create a flood of transactions in order to slow down the Bitcoin
network,

For example, in August 2020, the Ethereumn Classic Network was the target of two double-spend attacks by an unknown actor or actors that gained more than 50% of the processing power of the Ethereum Classic network. The attacks resulted in reorganizations of the Ethereum
Classic blockchain that allowed the attacker or attackers 1o reverse previously recorded transactions in excess of 55,0 million and $1.0 million, Any similar attacks on the Bitcoin network could negatively impact the value of bitcoin and the value of the Shares.

In addition, in May 2019, the Bitcoin Cash network experienced a 51% attack when two large mining pools reversed a series of transactions in order to stop an unknown miner from taking advantage of a flaw in a recent Biteoin Cash protocol upgrade. Although this particular
aftack was arguably benevolent, the fact that such coordinated activity was able to oceur may negatively impact percepiions of the Bitcoin Cash network, Any similar attacks on the Bitcoin network could negatively impact the value of bitcoin and the value of the Shares.

Although there are no known reports of malicious activity on, or control of, the Bitcoin network, it is believed that certain mining pools may have exceeded the 50%, threshold on the Biteoin network since the Bitcoin blockehain’s genesis block was mined m 2009, and others
have come close. The possible crossing or near-crossing of the 0% threshold indicates a greater risk that a single mining pool could exert authority over the validation of Bitcoin iransactions, and this risk is heightened if over 50% of the processing power on the network falls
within the jurisdiction of a single guvcrumcmai authority. Also, there have been reports that two mining pools recently controlled in excess of 50% of the aggregute mining power on the Bitcoin network and may do so now or in the future. If network participants, including the
core developers and the administrators of mining pools, do not act to ensure greater decentralization of bitcoin mining p ing power, the feasibility of a actor obtaining control of the ing power on the Bitcoin network will increase, which may adversely
affect the value of the Shares, Also, if miners experience financial or other difficulties on a large scale and are unable to participate in mining activities, whether due 1o a downturn in the Bitcoin market or other factors, the risks of the Bitcoin network becoming more centralized
could increase.

A malicious actor may a]so obtain mu’ul over the Biteoin network through its influence over core developers by gaans direct control over i core de\elopu or an otherwise influential programmer. To the extent that uwsers and miners accept amendments to the source code

1 by the d core d per, other core lopers do not counter such | and such enable the mali loi of the Bitcoin netwaork, the risk that a malicious actor may be able to obtain control of the Bitcoin network in this manner
exists,
A temporary or p “fork” could adh {v affect the value of the Shares.
5
The Biteoin network operates using open-source protocols, meaning that any user can download the software, modify it and then propose that the users and miners of bitcoin adopt the mods ion. When a modi Lon s i luced and a sub 1l majority of users and
miners consent to the modification, the change is implemented and the network remains uninterrupted. However, if less than a substantial majority of users and miners consent to the | ification, and the ification is not ible with the software prior to its

medification, the consequence would be what is known as & “hard fork™ of the Bitcoin network, with one group running the pre-modified software and the other running the modified software, The effect of such & fork would be the existence of two versions of bitcoin running
mn parallel on separate ks using separate blockchain ledgers, yet lacking mterchangeability. For example, in August 2017, Bitcoin “forked” into Biteoin and a new digital asset, Bitcoin Cash, s a result of a several-year dispute over how to increase the rate of transactions
that the Bitcoin network can process.

Forks may also occur as a network community's response to a significant security breach. For example, in July 2016, Ethereum “forked"” into Ethereum and a new digital asset, Ethereum Classic, as a result uflhc Eth network ity’s response to a si
ﬁocunty breach in wluch an anonymous hacker exploited a smart contract nmning on the Ethereum network to syphon approximately 560 million of ETH held by The DAD, a distri iom, into a account. In response to the hack, most

ip in the E: ity elected to adopt a “fork™ that effectively reversed the hack, However, a minority of users continued to develop the original Blockchain, now referred 10 as “Ethereum Classic™ with the digital asset on that blockehain now referred 1o as
!:,dlmum Classic, or ETC. ETC now trades on several digital asset exchanges. A fork may also occur as a result of an unintentional or unanticipated software flaw in the various versions of otherwise compatible software that users run. Such a fork could lead to users and
miners abandoning the digital asset with the flawed software, Tt is possible, however, that a substantial number of users and miners could adopt an incompatible version of the digital asset while resisting community-led efforts to merge the two chains, This could result in a
permanent fork, as in the case of Ethereum and Ethereum Classic,

In addition, many developers have previcusly initiated hard forks in the Blockchain to launch new digital assets, such as Bitcoin Geld and Bitcoin Diamond. To the extent such digital assets compete with bitcoin, such competition could impact demand for bitcoin and could
adversely impact the value of the Shares,

Furthermore, a hard fork can lead to new security concems, For example, when the Eth and Eth Classic two other digital asset networks, split in July 2016, replay attacks, in which transactions from one network were rebroadeast to nefarious effect on the
other network, plagued Ethereum exchanges through at keast October 2006, An Ethereumn exchange announced in July 2016 that it had lost 40,000 Ethereumn Classic, worth about $100,000 at that time, as a result of replay attacks. Similar replay attack concerns occurred in
connection with the Bitcoin Cash and Bitcoin SV networks split m November 2018, Another possible result of a hard fork is an inherent decrease in the level of secunity due to significant amounts of mining power remaining on one network or migrating instead to the new
forked network. After 2 hard fork, it may become casier for an individual miner or mining pocl’s hashing power to exceed 50% of the processing power of a digital asset network that retained or attracted less mining power, thereby making digital assets that rely on proof-of-
work more susceptible to attack.




Ahard fork may adversely affect the price of bitcoin at the time of announcement or adoption. For example, the announcement of a hard fork could lead to increased demand for the pre-fork digital asset, in anrlr:lpetlon that awnership of the ple—fork digital asset would entitle
holders to a new digital asset following the fork. The increased demand for the pre-fork digital asset may cause the price of the digital asset to rise. After the hard fork, it is possible the aggregate price of the two versions of the digital asset running in parallel would be less than
the price of the digital asset immediately prior to the fork. Furthermore, while the Sponsor will, as permitted by the terms of the Declaration of Trust, determine which network is generally accepted as the Bitcoin network and should therefore be considered the appropriate
netwaork for the Fund's purposes, there is no guarantee that the Sponsor will choose the network and the associated digital asset that is ultimately the most valuable fork. Either of these events could therefore adversely impact the value of the Shares,

A future fork in the Bitcoin network could adversely affect the value of the Shares or the ability of the Fund to operate.

In addition to forks, a digital asset may become subject to a similar eccurrence known as an “airdrop.™ In an airdrop, the promotors of a new digital asset announce to holders of another digital asset that such holders will be entitled to claim a certain amount of the new digital
asset for free, based on the fact that they hold such other digital asset. For example, in March 2017 the promoters of Stellar Lumens anncunced that anyone that owned bitcoin as of June 26, 2017 could claim, until August 27, 2017, a certain amount of Stellar Lumens.

Shareholders may not receive the benefits of any forks or “airdrops.”

Shareholders may not receive the benefits of any forks, the Fund may not choose, or be able, to participate in an airdrop, and the timing of receiving any benefits from a fork, airdrop or similar event is uncertain, We refer to the right to receive any such benefit as an “Incidental
Right" and any such virtual currency acquired through an I.m:,ir.lml R.ight as “IR Virtual Currency.” The Sponsor has the nght, in the Sponsor’s sole discretion, to determine: (i) with respect to any fork, airdrop or similar event, what action the Fund shall take, and (1) what
action to take in connection with the Fund’s entitl p of Incidental Rights or any TR Virtual Currency. The Sponsor intends to evaluate each fork, airdrop or similar an a case-hy basis in ion with the Fund's legal advisors, tax
consultants, the Trustee, and the Bitcoin Custodian. The Spouwr is lmd.cl no obligation fo realize any economic benefit from any Incidental Rights or IR Virtual Currency on behalf of the Fund.

There are likely to be operational, tax, securities law, regulatory, legal and practical issues that significantly limit, or prevent entirely, Shareholders” ability to realize a benefit, through their Shares in the Fund, from any such Incidental Rights or IR Virtual Currency. For instance,
the Bitcoin Custodian may not agree to provide access to Incidental Rights or l'R \"'nml Cmm:y In addition, the Sponsor may determine that there is no safe or practical way to custedy the TR Virtual Currency, or that trying to de so may pose an unacceptable risk to the
Fund's holdings in Bitcoin, or that the costs of taking ion and/or mai p of the IR Virtual Currency exceed the benefits of owning the 1R Virtual Currency. Additionally, laws, regulation or other factors may prevent Sharcholders from benefitting from the
Incidental Right or TR Virtual Currency even if there is a safe and practical way to custody and secure the TR Virtual Currency, For example, it may be illegal to sell or otherwise dispose of the Tncidental Right or TR Virtual Currency, or there may not be a suitable market into
which the Incidental Right or TR Virtual Currency can be sold (immediately after lln: fork or airdrop, or ever). The Sponsor may also determine, in consultation with its legal advisers, that the Incidental Right or TR Virtual Currency is, or is likely to be deemed, a security under
federal or state securities laws, or poses other legal or reg risks. In i ‘whether the Incidi 1 Rights or IR Virtual Currency is, or may be, a security under federal securities laws, the Sponsor takes into account a number of factors, including the definition of a

“security” under Section 2{){ 1) of the Securities Act and Section 3{a)( 10} of the Exchange Act, SEC v. W.I, Howey Co,, 328 U8, 293 (1946) and the case law interpreting it, as well as reports, erders, press releases, public statements and speeches by the SEC providing
puidance on when a digital asset is a “security” for purposes of the federal securities laws. For these or other reasons, the Sponsor may determine, in its discretion, to cause the Fund to irevocably and permanently abandon, for no consideration, such Incidental Right or TR
Virtual Currency.

If the Sponsor determines to attempt to claim the Incidental Rights or IR Virtual Currency, it may elect to sell such assets for cash and distrbute the cash proceeds (net of exp and any apphcable withholding taxes) or distnbute them in-kind to DTC, and registered holders
of Shares are entitled to receive such distributions in proportion to the number of shares owned. There can be no assurance that any of these courses of action will prove to be successful, nor can there be any assurance as to the prices for any Incidental Rights or IR Virtual
Currency that the Sponser or agent may realize. The value of the Incidental Rights or IR Virtual Currency may increase or decrease before or after any sale by the Sponsor or the agent.

Although the Sponsor is under no obligation to do so, an inability to realize the economic benefit of a hard fork or sirdrop could adversely affect the value of the Shares. Investors who prefer to have a greater degree of control over events such as forks, airdrops, and s
events, and any assets made available in connection with each, should consider investing in bitcoin directly rather than purchasing Shares,

In the event af a hard fork of the Bitcoin network, the Sponsor will, if permitted by the terms of the Declaration of Trusi, use its discretion to determine which network should be considered the appropriate network for the Fund's purposes, and in doing so may adversely
affect the value of the Shares.

n

In the event of a hard fork of the Bitcoin network, the Sponsor will, as permitted by the terms of the Declaration of Trust, use its sole discretion to determine, in good faith, which peer-to-peer network, among a group of incompatible forks of the Biteoin network, is generally
aecepted as the Bitcoin network and should therefore be considered the appropriate network for the Fund's purposes. The Sponsor will base its determination on whatever factors it deems relevant, including but not limited to, the Sponsor's beliefs regarding expectations of the
core developers of bitcoin, users, services, businesses, miners and other constituencies, as well as the actual continued acceptanee of, mining power on, and community engagement with, the Biteoin network, or whatever other factors it deems relevant. There is no guarantee
that the Sponsor will choose the dug.ulal asset that is ultimately the most valuable fork, and the Sponsor's decision may adversely affeet the value of the Shares as o result. The Spensor may also disagree with Sharcholders, the Bitcoin Custodian, other service providers, the Index
Adi or or other market i on what is generally accepted as bitcoin and should therefore be considered “bitcoin” for the Fund's purposes, which may also adversely affect the value of the Shares as a result.

A hard fork could change the seurce code to the Bitcoin network, including the 21 million bitcoin supply cap.

In principle a hard fork could change the source code for the Bitcoin network, including the source code which limits the supply of bitcoin to 21 millien, Although many observers believe this is unlikely at present, there is no guarantee that the current 21 million supply cap for
outstanding bitcoin, which is estimated to be reached by approximately the year 2140, will not be changed. 1f a hard fork changing the 21 million supply cap is widely adopted, the limit on the supply of bitcoin could be lifted, which could have an adverse impact on the value of
bitcoin and the value of the Shares.

Any name change and any associated rebranding initiative by the core developers, users or miners of bitcoin or the Bitcoin network may not be favorably received by the digital asset community, which could negatively impact the value of bitcoin and the value of the
Shares,

From time to time, digital assets may undergo name changes and associated rebranding initiatives. For example, Bitcoin Cash may sometimes be referred to as Biteoin ABC in an effort to differentiate itself from any Bitcoin Cash hard forks, such as Biteoin Satoshi’s Vision, and
in the third quarter of 2018, the team behind Zen rebranded and changed the name of ZenCash to “Horizen.” The Sponsor cannot predict the impact of any name change and any associated rebranding initiative on bitcoin, After a name change and an associated rebranding
initiative, a digital asset may nod be able to achieve or maintain brand name gnition or status that is ble 1o the itkon and status p ly enjoyed by such digital asset, The failure of any name change and any associated rebranding initiative by a digital asset
may result in such digital asset not realizing some or all of the anticipated benefits contemplated by the name change and associated rebrandimg initiative, and could negatively impact the value of bitcoin and the value of the Shares.

Risk Factors Related to the Digital Asset Markets

The value of the Shares relates divectly to the value of bitcoins, the value of which may be highly volatile and subject to fluctuations due to a number of factors.

The value of the Shares relates directly to the value of the bitcoins held by the Fund and fluctuations in the price of bitcoin could adversely affect the value of the Shares. The market price of bitcoin may be highly volatile, and subject to a number of factors, including:
# an increase in the global bitcoin supply or a decrease in global bitcoin demand;
+  market conditions of, and overall sentiment towards, the digital assets and blockchain technology industry;

» trading activity on digital ssset exchanges, which, in many cases, are largely unregulated or may be subject to manipulation;

%

the adoption of bitcoin as a medium of exchange, store-of-value or other ptive asset and the mai and P of the open-source software protocol of the Bitcoin netwaork, and their ahility to meet user demands;

forks in the Bitcoin networlg

investors’ expectations with respect to interest rates, the rates of inflation of fiat currencies or bitcoin, and digital asset exchange rates;

- P and percepti f bitcoin specifically and digital assets generally;

negative events, publicity, and social media coverage relating to the digital assets and blockehain technology industry;

fiat currency withdrawal and deposit pelicies on digital asset exchanges;

the liquidity of digital asset markets and any increase or decrease in trading volume or market making on digital asset markets;

business failures, bankruptcies, hacking, fraud, erime, government investigations, or other negative developments affecting digital asset i i ing digital asset or banks or other financial institutions and service providers which provide services to the
digital assets industry;

the use of leverage in digital asset markets, including the unwinding of positions, *margin calls™, collateral liguidations and similar events;

investment and trading activities of large or active and institutional users, miners, and investors in bitcoin;

an active derivatives market for bitcoin or for digital assets generally;

= monetary policies of g islation or iom, trade restrictions, currency i and ions and regulatory or actions, if any, that restrict the use of bitcoin as a form of payment or the purchase of bitcoin on the digital asset
markets;

® global or regional political, ic o financial diti events and situati such as the novel coronavirus outhreak;

®  fees 1ated with ing & bitcoin ion and the speed at which bitcoin transactions are settled;

®  the mai bleshooting, and devel of the Biteoin network including by miners and develop Tdwid

the ahility for the Biteoin network to attract and retain miners to secure and confirm transactions accurately and efficiently;

ongoing technelogical viability and security of the Biteoin network and bitcom i fudi Inerabilities agamst hacks and scalability;

# financial strength of market participants;

the availability and cost of funding and capital;

the liquidity and credit risk of digital asset platforms;




® interruptions in service from or closures or failures of major digital asset exchanges or their banking pariners, or outages or system failures affecting the Bitcoin network;

decrensed confidence in digital assets and digital assets exchanges;

poor risk management or fraud by entities in the digital assets ecosystem;
® increased competition from other forms of digital assets or payment services; and
® the Fund's own acquisitions or dispesitions of bitcoin, since there is no limit on the number of bitcoin that the Fund may acquire.
Although returns from investing in bitcoin have at times diverged from those associated with other asset classes to a greater or lesser extent, there can be no assurance that there will be any such divergence in the future, either generally or with respect to any particular asset

class, or that price movements will not be correlated. In addition, there is no assurance that bitcoin will maintain its value in the long, intermediate, short, or any other term. In the event that the price of bitcoin declines, the Sponsor expects the value of the Shares to decline
proportionately.

The value of a bitcoin as represented by the Index or other pricing source used by the Fund may also be subject to pricing due to speculati ling future tation in value, leading to greater volatility that could adversely affect the value of the Shares.
Momentum pncmg Iyplcallv is associated with growth stocks and other assets whose as by the 1 g public, accounts for future appreciation in vs!uc if any. The Sponsor believes that mementum pricing of bitcoing has resulted, and may continue to
result, in sp future iation in the value of bitcoin, inflating and making the Index more volatile. As a result, bitcoin may be more likely to fluctuate in value due to changing investor confidence, which could impact futere appreciation or depreciation in
the Index or other pnclng source used bv the Fund and could adversely affect the value of the Shares.

Because the Fund holds only bitcoin, an investment in the Fund may be more volatile than an investment in a more broadly diversified portfolio.

The Fund holds only bitcoin. As a result, the Fund’s holdings are not diversified. Accordingly, the Fund’s net asset value may be more volatile than another investment vehicle with a more broadly diversified portfolio and may fluctuate substantially over short or long periods of
tirne, Fluctuations in the price of biteoin are expected 10 have a direct impact on the value of the Shares,

An investment in the Fund may be deemed speculative and is not intended as a pl program. An i in thn:s should be considered only by persons financially able to maintain their investment and who can bear the risk of total loss associated with an
investment in the Fund, Investors should review closely the objective and costs of the Fund, as d. d herein, and familiari Ives with the risks associated with an investment in the Fund,

Due to the unregulated nature and lack of i ing the of ions af digital assei exch, they may experi. Sraud, security failures or aperational problems, which may adversely affect the value of bitcoin and, consequently, the value of the
Shares.

Digital assct exchanges are relatively new and, in some cases, Furth while many p i digital assct provide the public with signi i i ing their ip structure, teams, Corp practices and regulatory
compliance, many digital asset exchanges do not provide this infi ion. Digital asset exct da not appear 1o be subject to, or may not comply with, regulation in a similar manner as other regulated mdmg platforms, such as national securities exchanges or designated
contract markets. As a result, the marketplace may lose confid

in digital asset exck i h that handle a signifi volume of bitcoin trading.

Many digital asset exch are B d, operate without extensive supervision by governmental authorities, and do not provide the public with signi i i garding their hip structure,
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team, practices, cy ity, and regulatory pli In parti those located outside the Umwd States may be subject to significantly less stringent regulatory and i in their local j; As a result, trading activity
on or reported by these digital asset exch is Iy signi 1y less lated than trading in regulated LS. and dities markeis, and may reflect behavior that would be prohibited in regul.al.ed U.S. trading venues, For example, in 2019 there were
reports claiming that B0.95% of bitcoin trading volume on digital asset exchanges was false or noneconomic in nature, with specific focus on unregulated exchanges located outside of the United States. Such reports may indicate that the digital asset exchange market is
significantly smaller than expected and that the 1.5, makes up a significantly larger percentage of the digital asset market than is any actual or perceived false trading in the digital asset exchange market, and any other fraudulent

or manipulative acts and practices, could adversely affect the value of bitcoin and/or negatively affect the market perception of hifcoin,

In addition, over the past several years, some digital asset exchanges have been closed due to fraud and manipulative activity, business failure or security breaches. In many of these instances, the customers of such digital asset exchanges were not compensated or made whole
for the partial or complete losses of their account balances in such digital asset exchanges, While, generally speaking, smaller digital asset exchanges are less likely to have the infrastructure and capitalization that make larger digital asset exchanges more siable, larger digital
asset exchanges are more likely to be appealing targets for hackers and malware and may be more likely to be targets of regulatory enforcement action. For example, the collapse of Mt. Gox, which filed for bankruptcy protection in Japan in late February 2014, demonstrated
that even the largest digital asset exchanges could be subject to abrupt failure with consequences for both users of digital asset exchanges and the digital asset industry as a whole. In particular, in the two weeks that followed the February 7, 2004 halt of bitcoin withdrawals from
Mi. Gox, the value of one bitcoin fell on other exchanges from around 3795 en February 6, 2014 to 8578 on February 20, 2014, Additienally, in Janwary 2015, Bitstamp announced that appmxlmaul)' 19,4 000 bw:mn had been stolen from its operational or “het” wallets. Further,
m August 2016, it was reported that almost 120,000 bitcomns worth around $78 million were stolen from Bitfinex, a large digital asset exchange. The value of bitcoin and other digital assets 1i. 1 over 104 following reports of the theft at Bitfinex. In July 2017,
FinCEN asscssed a $110 million fine against BTC-E, a now defunct digital asset exchange, for facilitating crimes such as drug sales and ransomware attacks. In addition, in December 2017, Yapian, the operator of Seoul-based h Youhit, ded digital

asset trading and filed for bankrupicy following a hack that resulied in a loss of 17% of Yapian's assets. Following the hack, Youbit users were allowed to withdraw approximately 75% of the digital assets in their exchange accounts, with any potential further distributions 1o be
made following Yapian's pending bankruptey proceedings. In addition, in January 2018, the Japanese digital asset exchange, Coincheck, was hacked, resulting in losses of approximately $535 million, and in February 2018, the ltalian digital asset exchange, Bitgrail, was
hacked, resulting in approximately 5170 million in losses, In May 2019, one of the world’s largest digital asset exchanges, Binance, was hacked, :tsultmg ln losses of approximately 340 million, In November 2022, FTX Trading Lid. (“FTX™}, ane of the largest digital asset
exchanges by volume at the time, halted customer withdrawals amid rumors of Lhe company *s liquidity issues and likely insol v, which were d by its CEQ, Shortly thereafter, FTX's CEO resigned and FTX and many of its affiliates filed for
bankruptcy in the United States, while other affiliates have entered insol ion, or similar tings around the globe, following which the 1.5, Department of Justice brought criminal fraud and other charges, and the SEC and CFTC brought civil securities and
commaodities fraud charges, against certain of FTX's and its affiliates’ senior c:wcuuvcs. including its former CED. Around the same time, there were reports that approximately $300-600 million of digital assets were removed from FTX and the full facts remain unkmnown,
including whether such removal was the result of o hack, theft, insider activity, or other improper behavior,

Megative perception, 2 lack of stability in the digital asset markets and the closure or temporary shutdown of digital asset exchanges due to fraud, failure or security breaches may reduce confidence in the Bitcoin network and result in greater volatility or decreases in the prices
of biteoin. Furthermore, the closure or temporary shutdown of a digital asset exchange used in caleulating the Index may result in a loss of confidence in the Fund®s ability to determine its NAV on a daily basis. The potential consequences of a digital asset exchange's failure
could adversely affect the value of the Shares.

The Index has a limited history, the Index price could fail to track the global bitcoin price, and a failure of the Index price could adversely affect the value of the Shares.

u

The CF !:Icnl:.hmzrks Index has a limited history and the Index priceis a CF Benck ks Index calculated using vol ighted trading price data from various i digrtal asset exch of the CF Benct ks Index chosen by the Index Administrator
[""' Exchanges"™ } The Constit Exchanges chosen by the Index Administrator could alse change over time, The Index Administrator may remove or add Constil Exchanges to the CF Benchmark Index in the fiture at its discretion, For more information on the
I criteria for C Exct in the CF Benchmarks Index, see “Business of the Trust—Valuation of Bitcoin; the CF Benchmarks Index.”
Although the Index is intended to accurately capiure the market pncc of bitcoin, third parties may be able to purchase and sell Bitcoin on public or prlvav: markets not included among mc f‘ i ges, and such i may take place at prices materially higher
or lower than lhc Index pm.c Murw\- er, thers may be variances in the prices of bitcoin on the various Constituent Exchanges, including as a result of di in fee i i on different Constil While the Index provides a U.S.
doll Index for the price of bitcoin based on, in the case of the CF Index, the volt ighted price of a bitcoin on certain Ccmsutuml Exchanges, at any given time, the prices on cach such Constituent Exchange or
pﬂclng source may not be cquaJ m thc value of a bitcoin as mpvcscmcd by the Index. It is possible that the price of bitcoins on the Consti Exct could be ially higher or lower than the Index price. To the extent the Index prlcc differs materially from the actual
prices available on a C or the global market price of bitcoin, the price of the Shares may no longer track, whether temporarily or over time, the global market price of bitcoin, which could adversely affect an investment in the Fund by reducing investors'

confidence in the Shares” ability to track the market price of bitcoins. To the extent such prices differ materially from the Index price, investors may lose confidence in the Shares” ability to track the market price of bitcoins, which could sdversely affect the value of the Shares.

If the Index is not available, the Fund's holdings may be fair valved in accordance with the policy approved by the Sponsor. To the extent the valuation determined in accordance with the policy approved by the Sponsor differs materially from the actual market price of bitcoin,
the price of the Shares may no longer track, whether temporarily or over time, the global market price of bitcoin, which could adversely affect an investment in the Fund by reducing investors’ confidence in the Shares” ability to track the global market price of bitcomns. To the
extent such prices differ materially from the market price for bitcoin, investors may lose confidence in the Shares” ability to track the market price of bitcoins, which could adversely affect the value of the Shares,

The Index price used to calculate the value of the Fund's biteoin may be volatile, adversely affecting the value of the Shares.
The price of bitcoin on public digital asset exchanges has a limited history, and during ths history, bitcoin prices on the digital asset markets more penerally, and on digital asset exchanges individually, have been volatile and subject to influence by many factors, including

operational interruptions. While the Index is designed to limit exposure to the i pi of indivi digital asset the Index price, and the price of bitcoin generally, remains subject to volatility experi d by digital asset and such volatility could
adversely affect the value of the Shares,

Furthermore, because the number of liquid and credible digital asset exchanges is limited, the Index will necessanily be composed of a limited number of digital asset exchanges. 1 a digital asset o reg y, volatility or other pricing issues, in the case
of the CF Benchmarks Index, the Index Administrator would have limited ability 1o remove such digital asset exchange from the Index, which could skew the price of Bitcoin as represented by the Index. Tradmg on & limited number of digital asset exchanges may result in less
favorable prices and decreased liquidity of bitcoin and, therefore, could have an adverse effect on the value of the Shares.

The Index price being used to determine the net assed value of the Fund may not be consistent with GAAP. To the extent that the Fund's fi ! are i ined using a different pricing source that is consisient with GAAP, the net asset value reporied in the
Fund's periodic financial statements may differ, in some cases significantly, from the Fund's net asset value determined using the Index pricing.

The Fund will determine the net asset value of the Fund on each Business Day based on the value of bitcoin as reflected by the Index, The methodology used to caleulate the Index price fo value bitcoin in determining the net
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assct value of the Fund may not be deemed consistent with GAAP. To the extent the methodology used to caleulate the Index is deemed inconsistent with GAAF, the Fund will utilize an alternative (GAAP-consistent pricing source for purpeses of the Fund's periedic financial
staternents, Creation and redemplion of Creation Units, the Sponser's Fee and other expenses borne by the Fund will be determined using the Fund's net asset value determined daily based on the Index, Such net asset value of the Fund determined using the Index Price may
differ, in some cases significantly, from the net asset value reported in the Fund's periodic financial statements.

Competition from central bank digital currencies (CBDCS") and ging initi involving fi Linstitutions could adh fy affect the valwe of bitcoins and other digital assets.

Central banks in various countries have introduced digital forms of legal tender (CBDCs). Whether or not they i in or simil CBINs, as legal tender in the issuing jurisdiction, could have an in peting with, or replace, bitcoin and
other cryplocurrencies as a med]um of enchange or store of value, Central banks and other governmental entities have also announced cooperative initiatives and consortia with pm«‘ale sector emmes W1ih lht: goal of' ging blockchain and other technology to reduce friction
n border and mtert and and ial banks and other financial institrtions have also recently announced a number of initiatives of their own 1o ding blockehain and similar technologies, into their

and settlement activitics, whlch could compete with, or reduce the demand for, bitcoin. As a result of any of the foregoing factors, the value of bitcoin could decrease, which could adversely affcct an investment in the Fund.
Prices of bitcoin may be affected due to stablecoins (including Tether and US Dollar Coin ("USDC"}), the activities of stablecein issuers and their regulatory treatment.

While the Fund does not invest in stablecoins, it may nonetheless be exposed to risks that stablecoins pose for the bitcoin market and other digital asset markets, Stablecoins are digital assets designed to have a stable value over time as compared to typically velatile digital
nssels and are r_','mcaily mui:lcdas being pegged to a ﬁat currency, such as the U.S. dollar, at a certain value. Although the prices of stablecoins are intended to be stable, their market value may t'lucmatc Tius volatility has 1 n the past apparently impacted the price of bitcoin.

ing are a and it is impossible to know all of the risks that they could pose to participants in the bitcoin market. In addition, some have argued that some stabl P v Tether, are i P issued without sufficient backing ina
way that, when the slablmm is used 1o pay for bitcoin, could cause artificial rather than genuine demand for bitcoin, antificially inflating the price of bitcoin, and also argue that those associated with certain stablecoins may be involved in laundering money, On February 17,
2021 the New York Attorney General cmcmd into an with Tether’s iring them to cease any further trading activity with New York persons and pay $18.5 million in penalties for false and misleadi made ling the assets backing Tether.
On October 15, 2021, the CFTC I with Tether’s in which they agreed to pay 542.5 million in fines to settle charges that, among others, Tether's claims that it maintained sufficient U.S, dollar reserves to back every Tether stablecoin in circulation

with the “equivalent amount of correspondi fmrcumcy“‘heldhy'[etimwmunlrue.

S is a reserve-hacked stablecoin issued by Circle Intemnet Financial that is commaonly used as a methed of payment in digital assct markets, including the hitcoin market, While USDC is designed to maintain a swb]c value at 1 ULS, cbollarat all times, on March 10, 2023,
the value of TISTIC fall helow £1.00 for multinle davs after Circle Intemet Financial disclosed that 118533 billion of the TSDC reserves were held at Silicon Vaillev Bank. which had entered Federal Denosit | iom FDIC™ hin earlier that dav




Stablocoins arc reliant on the U.S. banking system and U.S. treasurics, and the failurc of cither to function normally could impede the function of stablecoins, and could adverscly affect the valuc of the Shares.

Given the foundational role that stablecoins play in global digital asset markets, their fundamental liquidity can have a dramatic impact on the broader digital asset market, including the market for Imzculn Because a large portion of the digital asset market still depends on
stablecoins such as Tether and USDIC, there is a risk that a disorderly de-pegging or a run on Tether or USDC could lead to dramatic market volatility in digital assets more broadly. Volatility in i 155ues with ins {for example, technical issues that
prevent setflement), concerns about the sufficiency of any reserves that suppaort stabl or potential ipulative activity when unbacked stablecoins are used to pay for other digital assets (including bitcoin), or regulatory concems about
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1ssuers or 1es, such as
the Shares.

, that support could impact i " willingness to trade on trading venues that rely on stablecomns, reduce liguidity in the bitcoin market, and affect the value of bitcoin, and m turn impact an mvestment in

Competition from the emergence or growth of other digital assets or methods of investing in Bitcoin could have a negative impact on the price of Bitcoin and adversely affect the value of the Shares.

Bitcoin was the first dlslial. asset to gain global adoption and critical mass, and as a result, it has a “first o market” advantage over other digital assets. As of December 31, 2022, bitcoin was the largest dgg:ml asset by markct l:apmllzalwn and had the largest user base and
largest combined mining power. Despite this first to market advantage, as of December 31, 2022, there were over 10,000 alternative digital assets tracked by CoinMarketCap.com, having a total market $870 billion (including the }
5320 hillion market capitalization of hitcoin), as calculated using market prices and total avaﬂab]v: supply of each digital asset. In addition, many i and financial institutions are also ing and mw:.stms resources into private or permissioned smart confract
platforms rather than open platforms like the Bitcoin network, Competition from the emergence or growth of allernative digital assets and smart ts platf such as Etk Solana, Avalanche, Polkadot, or Cardano, could have a negative impact on the demand for,
and price of, bitcoin and thereby adversely affect the value of the Shares.

In addition, some digital asset networks, including the Bitcoin network, may be the target of ill will from users of other digital asset networks. For example, Litecoin is the result of a hard fork of bitcoin, Some users of the Bitcoin network may harbor ill will toward the Litecoin
network, and vice versa. These users may atternpt to negatively mmpact the use or adoption of the Bitcoin network.

Investors may invest in bitcoin through means other than the Shares, including through direct 3 in bitcoin and other pol.cntm] financial vehicles, possibly including securities backed by or linked to bitcoin and digital asset financial vehicles similar to the Fund. In
addition, to the extent digital asset financial vehicles other than the Fund tracking the price of bitcoin are formed and a ion of the demand for bitcoin, large purchases or redemptions of the securitics of these digital asset financial vehicles, or private
funds holding bitcoin, could negatively affect the Index, the Fund’s bitcoin holdings, the price of the Shares and the net asset value of the Fund.

Risk Factors Related to the Fund and the Shares
The Fund may be negatively impacted by the effects of the spread af illnessex or other public health emergencies on the global economy and the markets and service providers relevant to the performance of the Fund.
The impact of the COVID-19 pandemic has adversely affected the economies of many nations and the entire global economy as well as individual issuers, assels and capital markets and could oormmue i, and other future public health emergencies could, have serious negative

effects on social, economic and financial systems, including significant uncertainty and volatility in the digital asset markets. For example, digital asset prices, including bitcoin, ds ly in the first quarter of 2020 amidst broader market declines as a result of the
COVID-19 sutbreak.

Future public health emergencies could result in an increase of the costs of the Fund and affect liquidity in the digital asset market, as well as the correlation between the price of the Shares and the net asset value of the Fund, any of which could adversely affect the value of the
Shares. In addition, future public health emergencies could impair the inft and other of i syﬁtl:ms upon ‘which tlu: Fund’s service providers, mclud.mg the Sponsor, the Trustee, Administrator and the L‘.usmdlans, rt:]y, and could otherwise disrupt the
ahility of employees of the Fund’s service providers to perform essential tasks on behalf of the Fund. G 1 and g horities and it sghout the woeld have at times responded 1o major with a variety of fiscal and
menetary pelicy changes, including, but not limited to, direct capital infusions into companies and other issuers, new monetary loo!s and lower interest rates. ﬁn unexpected or sudden reversal of these policies, or the ineffectivencss Ufllmsc policies, is likely to increase
volatility in the digital asset markets, which could adversely affect the value of bitcoin and the price of the Shares.

Further, future public health emergencies could also interfere with the eperations of the Index or the Index Administrator, which is used to value the bitcoin held by the Fund and caleulate the net asset value of the Fund, The COVID-19 pandemic or other future public health
emergencies could also cause the closure of futures exchanges, which could eliminate the ability of Authorized Participants to hedge purchases of Creation Units, increasing trading costs of Shares and resulting in a sustained premium or discount in the Shares. Each of these
outcomes would negatively impact the Fund.

The amount of the Fund's assets represented by each Share will decline over time ax the Fand pays the Sponser’s Fee and additional expenses born by the Fund, and as a resuli, the value of the Shares may decrease over time.

The ameunt of bitcein represented by each Share will decrease over the life of the Fund due 1o the sales of bitcoin necessary to pay the Sponsor’s Fee and other Fund expenses. Without increases in the price of bitcoin sufficient to compensate for that decrease, the price of the
Shares will also decline and you will lose money on your investment in Shares.

Although the Sponsor has agreed to assume all organizational and certain ordinary ad and p incurred by the Fund, not all Fund expenses have been assumed by the Sponsor. For example, any taxes and other governmental charges that may be
mmposed on the Fund’s property will not be pard by the Sponsor. As part of its agreement to assume some of d:lr. Fund's ordinary administrative expenses, the Sponsor has agreed to pay ordinary legal fees and expenses of the Fund not in excess of 8] ] per annum. Any
legal fees and expenses in excess of the amount required under the Sponsor will be the ibility of the Fund.

Because the Fund does not have any income, it needs to sell bitcom to cover the Sponsor’s Fee and expenses not assumed by the Sponsor. The Fund may also be subject to other habilities {for example, as a result of hngation) that have also not been assumed by the Sponsor.
The only source of funds to cover those lizbilities will be sales of bitcoin held by the Fund. Even if there are no expenses other than those assumed by the Sponsor, and there are no other liabilities of the Fund, the Sponser will still need to sell biteoin to pay the Sponser's Fee,
The result of these sales is a decrease in the amount of bitcoin represented by each Share. New deposits of bitcoin, received in exchange for new Shares issued by the Fund, do not reverse this trend.

A decrease in the amount of bitcoin represented by each Share results in a decrease in its price even if the price of hitcoin has not changed. To retain the Share’s original price, the price of hitcoin has to increase, Without that increase, the lesser amount of hitcoin represented by
the Share will have a correspondingly lower price. IT these increases do not occur, or are not sufficient 1o counter the lesser amount of bitcoin represented by each Share, you will sustain losses on your investment in Shares,

An increase in the Fund expenses not assumed by the Sponsor, or the existence of unexpected liabilitics affecting the Fund, will foree the Sponsor to sell larger amounts of bitcoin, and will result in 2 more rapid decrease of the amount of bitcoin represented by each Share and a
corresponding decrease in its value.

The Fund is a passive investment vehicle. The Fund is not actively managed and will be affected by a general decline in the price of bitcoin.

The Sponsor does not actively manage the bitcoin held by the Fund. This means that the Sponsor does not sell bitcein at times when its price is high, or acquire bitcoin at low prices in the expectation of future price increases. It also means that the Sponsor does not make use of
any of the hedging techniques available to professional hitcoin investors to attempt to reduce the risks of losses resulting from price decreases, Any losses sustained by the Fund will adversely affect the value of your Shares.

The value of the Shares may be influenced by a variety of factors unrelated to the value of bitcoin.

The value of the Shares may be influenced by a variety of factors unrelated to the price of bitcoin and the digital asset exchanges included in the Index that may have an adverse effect on the value of the Shares. These factors include the following factors:

& unanticipated problems or issues with respect 1o the mechanics of the Fund's operations and the trading of the Shares may arise, including due to the lexity of the hani and p 2 ing the offering, creation and redemptions of the Shares and storage of
brtcoin;
# the Fund could experience difficulties in operating and maintaining its technical b including in ion with ions or updates to such infrastructure, which are likely to be complex and could lead 1o ) 1 delays, .p and

security vulnerabilities;

®  the Fund could experience unforeseen issues relating to the performance and effectiveness of the security procedures used to protect the Fund's account with the Biteoin Custodian, or the security procedures may not protect against all errors, software flaws or other
vulnerabilities in the Fund's technical infrastructure, which could result in theft, loss or damage of its assets: or

»  service providers may default on or fail to perform their obligations or deliver services under their contractual agreements with the Fund, or decide to terminate their relationships with the Fund, for a variety of reasons, which could affect the Fund's ability to operate.
Any of these factors could affect the value of the Shares, either directly or indirectly through their effect on the Fund's assets,

The liguidity of the Shares may alse be affected by the wii [from

icipaion of Authorized Pariig

In the event that one or mere Authorized Participants withdraw from or cease participation in creation and redemption activity for any reason, the liquidity of the Shares will likely decrease, which could adversely affect the market price of the Shares and result in your incurring
& loss on your investment in Shares.

There may be situations where an Authorized Participant is unable to redeem a Creation Unit of Shares. To the extent the value of bitcoin decreases, these delays may result in a decrease in the value of the bitcoin the Authorized Participant will receive when the
redemption occurs, as well as a reduction in liguidity for all Shareholders in the secondary market.

Although Shares fered by Authorized Partici in Creation Unit-size aggreg are red ble in exch for the underlying amount of bitcoin, redemptions may be suspended during any penod while regular trading on Choe BZX Exchange is suspended or
restricted, or in which an emergency exists that makes it reasonably impracticable to deliver, dispose of, or evaluate bitcoin. If any of these events occurs at a time when an Authorized Participant intends to redeem Shares, and the price of bitcoin decreases before such
Authorized Participant is able again to surrender for redemption Creation Units, such Authorized Participant will sustain a loss Mlh res-peci to the amount that it would have been able 1o obtain in exchange for the bitcoin received from the Fund upon the redempiion of its
Shares, had the redemption taken place when such Authorized Participant originally intended it to occur. As a ip may reduce their trading in Shares during periods of suspension, decreasing the number of potential buyers of Shares in the
secondary market and, therefore, decreasing the price a Sharcholder may receive upon sale.

The Trust is an “emerging growth company” and it cannor be certain if the reduced dis i i to ing growth ies will make the Shares less attractive to investors.

The Trust is an “emerging growth company™ as defined in the JOBS Act. For as long as the Trust i o be an ing growth pany it may choose to take advantage of cerfain exempiions from various reporting requirements applicable to other public companies but
not to emerging public companies, which include, among other things:

® exemption from the awditor attestation requirements under Section 404(h) of the Sarbanes-Oxley Act;

® reduced disch igati garding i P ion in the Fund’s periodic reports and audited financial statements in this prospectus;
4
® exemptions from the requirements of holding advisery “say-on-pay” votes on i ¥ ion and lder advisory votes on “golden parachute” compensation; and

» exemption from any rules requiring mandatory audit firm rotation and auditor discussion and analysis and, unless otherwise determined by the SEC, any new audit rules adopted by the Public Company Accounting Oversight Board,

The Trust could be an emerging growth company until the last day of the fiscal year following the fifth anniversary after its initial public offering, or until the earliest of (1) the last day of the fiscal year in which it has annual gross revenue of $1.235 billion or more, (2) the date
on which it has, during the previous three year period, issued more than $1 billion in non-convertible debt or (3) the date on which it is deemed to be a large accelerated filer under the federal securities laws. The Trust will qualify as a large accelerated filer as of the first day of



the first fiscal year afier it has {A) more than $700 million in outstanding equity held by nonaffiliates, (B) been public for at least 12 months and (C) filed at least one annual report on Form 10-K.

Under the JOBS Act, mg growth ies are also tted to elect to delay adoption of new or revised i fs umtil 1es that are not subject to periodic reporting obligations are required to comply, if such accounting standards apply to non-
reporting companies.

The Fund cannot prediet if investors will find an investment in the Fund less attractive if it relics on these exemptions,
The lack of an active trading market for the Shares may result in losses on your investment af the time of disposition of your Shares.

Although Shares are listed for trading on the Choe BZX Exchange, you should not assume that an active trading market for the Shares will be maintained. If you need to sell your Shares at a time when no active market for them exists, such lack of an active market will most
likely adversely affect the price you receive for your Shares (assuming you are able to sell them),

If the process of creation and redemption of Creation Units encounters any unanticipated difficulties, the possibility for arbitrag by Authorized Particip intended to keep the price of the Shares closely linked to the price of bitcoin may not exist and, as a
result, the price of the Shares may fall or otherwise diverge from NAV,

1f the processes of creation and redemption of Sharcs (which depend on timely transfees of hitcoin tw and by the Bitcoin Custodi any icip difficulties, potential market particip such as the ized Particip and their wha would
otherwise be willing to purchase or redeem Creation Unils to take ad of any arbitrage opp arising from discrepancies between the price of the Shares and the price of the under]ymg hitcoin may not take the risk that, as a result of those difficulties, they may not

be able to realize the profit they expect. If this is the case, the liquidity of du.‘, Shares may decline and the price of the Shares may fluctuate independently of the price of bitcoin and may fall or otherwise diverge from NAV. Furthermore, in the event that the market for bitcoin
should become relatively illiquid and thereby ially restrict for iping by delivering bitcoin in return for Creation Units, the price of Shares may diverge from the value of bitcoin,

As an owner of Shares, you will not have the rights iy ated with ip of other types of shares.

Shares are not entitled 1o the same rights as shares issued by a corporation. By acquiring Shares, you are not acquiring the right to elect directors, to receive dividends, to vote on certain matters regarding the issuer of your Shares or to take other actions normally associated with
the ownership of shares. You will anly have the limited rights described under “Dieseription of the Shares and the Declaration of Trust.”

The Sponser may amend the Declaration of Trust without the consent of the Shareholders,

The Sponsor may, in its sole di ion, d ine to amend the Declaration of Trust, including 1o increase the Sponsor’s Fee, and may do so without Sharcholder consent. The Sponsor shall defermine the contents and manner of
w
d.c!lw:ry of any notlcc of any Declaration of Trust i If a imposes new fees and charges or increases existing fees or charges, mcludmg the Sponsor s Fcc {except fwtaxcs and oﬂlcrsowlnmcnm charges, registration fees or other such cxpcrtscs:. or
=l 1 right of Shareholders, it will become e!'fmlwe: for outstanding Shares 30 days after notice of such i 15 given to that are not { owners (which most shareholders will not be) may not receive specific
notlcc ofa !'ﬂ: increase other than through an o the p r, at the time an amendment becomes effective, by inuing to hold Shm t are deemed to agree to the amendment and to be bound by the Declaration of Trust as amended
without specific agreement to such increase {other than through the ncgaasvt‘ consent” procedure described above).
Shareholders do not have the p iated with hip of shares in an i T i under the I Company Act or the protections afforded by the CEA.
The Inw:slmcnl CcmrpunyAct is d.cmgnnd to protect investors by p ing insiders from ing i ies to their benefit and to the detriment of public investors, such as: the issuance of securities having i itable or discrimi ¥ provisi the
by ible persons; the use of unsound or misleading methods of computing earmings and asset value; changes in the character of investment companies without the consent of s and § ics from engaging in
1 ing. To iplish these ends. the Investment Company Act requires the safekeeping and proper valuation of fund assets, restricts greatly transactions with affiliates, limits | ging, and imposes i as a check on fund management.

The Trust is not a registered investment company under the Investment Company Act, and the Sponsor believes that the Trust is not required to register under such act. Consequently, Sharcholders do not have the regulatory protections provided to investors in investment
companies,

The Fund will not hold or trade in dity interests by the CEA, as admini by the CFTC. Furthermore, the Sponsor believes that the Fund is not a commodity poel for purposes of the CEA, and that neither the Sponsor nor the Trustee is subject to regulation
by the CFTC as a commaodity pool operator or 2 commedity trading adviser in ion with the operation of the Fund, C quently, Shareholders will not have the regulatory protections provided fo investors in CEA lated aor dity pools.

As the Sponsor and its management have limited history of operating invesiment vehicles like the Fund, their experience may be inadequate or unsuitable to manage the Fund.

The past performances of the Sponsor’s management in other investment vehicles are no indication of their ability to manage an investment vehicle such as the Fund. If the expenience of the Sponsor and its is 1 or to manage an investment
vehicle such as the Fund, the operations of the Fund may he adversely affected.

Furthermore, the Sponsor is currently engaged in the management of other investment vehicles which could divert their attention and resources. If the Sponsor were to ence in the of such other 1 vehicles that damaged the Sponsor or its
reputation, it could kave an adverse impact on the Sponsor’s ahility to continue to serve as Sponsor for the Fund,

Security threats to the Fund's account at the Bitcoin Custodian could result in the halting of Fund operations and a loss of Fund assets or damage to the reputation of the Fund, each of which could result in a reduction in the value of the Shares,

Security breaches, computer malware and computer hacking attacks have been a prevalent concern in relation to digital assets. The Sponsor believes that the Fund's bitcoins held in the Fund's account af the Bitcoin Custodian or Trading Balance held with the Prime Broker will
be an appealing target to hackers or malware distributors secking to destroy, damage or steal the Fund'’s bitcoins and will only become more appealing as the Fund's assets grow. To the extent that the Fund, the Sponsor or the Bitcoin Custodian or Prime Broker is unable to
identify and mitigate or stop new security threats or otherwise adapt to technological changes in the digital asset industry, the Fund's hitcoins may be subject o theft, loss, destruction or other attack.
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The Sponsor believes that the security procedures in place for the Fund, including but not limited to, offline storage, or cold storage, multiple encrypted private key “shards™, and other are designed o the Fund's bitcoins. Nevertheless, the
security p il cannot g the p ion of any loss due to a security breach, software defect or act of God that may be bome by the Fund and the secmry proced.u:es iy ot protect against all errors, software flaws or other vulnerabilities in the Fund's technical
mfrastructure, which could r:su]lu: t.hcﬁ, loss or damage of its assets. The Sponsor does not control the Bitcoin Custodian's or Prime Broker's or their of such secunty i and there can be no assurance that such security procedures will

actually work as designed or prove to be successful in safeguarding the Fund's assets against all possible sources of theft, loss or damage. Assets not held in cold storage, such as assets held in a trading account, may be more vulnerable to security breach, hacking or loss than
assets held in cold storage. Funthermore, assets held in a trading account, including the Fund’s Trading Balance (as defined below) at the Prime Broker, are held on an omnibus, rather than segregated basis, which creates greater risk of loss,

The security pi and may be breached due to the actions of outside parties, error or malfeasance of an employee of the Sponsor, the Bitcoin Custodian, or otherwise, and, as a result, an unauthorized party may obtain access to the Fund's account
at the Bitcoin Custodian, the rc]evanl private keys (and therefore bitcoin) m'olher data or property of the Fund, Addnwmlly. outside parties may attempt to fraudulently induce employees of the Sponsor or the Bitcoin Custodian to disclose sensitive information in order to gain
access to the Fund's As the 1 used to obtain hor am :hsab]c or degrade service, or sabom,g\: systems change frequently, or may be designed to remain dormant until a predetermined event and often are not recognized until launched against a
target, the Sponsor and the Bitcoin Custodian may he unable to anticipate these ques or imph adequate p

An actual or perceived breach of the Fund's account at the Biteoin Custodian could harm the Fund's operations, result in partial or total loss of the Fund's assets, resulting in a reduction or destruction i the value of the Shares. The Fund may also cease operations, the
occurrence of which could similarly result in a reduction in the value of the Shares.

Bircoin transactions are irrevocable and stolen or incorvectly transferred bitcoins may be irvetrievable. As a result, any incorrectly executed bitcoin transactions could adversely affect the value of the Shares.

Bitcoin transactions are typically not reversible without the consent and active participation of the recipient of the transaction. Onee a transaction has been verified and recorded in a block that is added 1o the Bitcoin blockehain, an incorrect transfer or theft of bitcoin generally
will not be reversible and the Fund may not be capable of secking compensation for any such transfer or thefi. Although the Fund's transfers of bitcoin will regularly be made to or from the Fund’s account at the Bitcoin Custodian, it is possible that, through computer or human
error, of through theft or eriminal action, the Fund's bitcoin could be transferred from the Fund'’s account at the Bitcoin Custodian in incorrect amounts or to unauthorized third parties, or to uncontrolled accounts.

Such events have occurred in connection with digital assets in the past. For example, in September 2014, the Chinese digital asset Huobi that it had sent approxi [y 900 bitcoins and &,000 Litecoins (worth approximately $400,000 at the prevailing
market prices at the time) to the wrong customers, To the extent that the Fund is unable to seek a corrective transaction with such third party or is incapable of identifying the third party which has received the Fund's bitcoins through error or theft, the Fund will be unable to
revert or otherwise recover incorrectly transferred bitcoins. The Fund will also be unable to convert or recover its bitcoins transferred to uncontrolled accounts. To the extent that the Fund is unable to seek redress for such emor or theft, such loss could adversely affect the value
of the Shares.

If the Custodian Agreement or Prime Broker Agreement is terminated or the Bitcoin Custodian or Prime Broker fuils to provide services as required, the Sponsor may need to find and appoint a replacement custodian, which could pose a challenge to the safekeeping af
the Fund's bitcoins, and the Fund's ability to continue io operate may be adversely affected.

The Fund is dependent on the Bitcoin Custodian, which is [Coinbase Custody], and the Prime Broker, [Comnbase Inc.] to operate. [Combase Custody] p essential in terms of safekesping the Fund's bitcoin in the Vault
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Balance, and its affiliate, [Coinbase Inc.], in its capacity as Prime Broker, facilitates the selling of bitcoin by the Fund to pay the Sponsor's Fee and, to the extent applicable, other Fund and in
or [Coinbase Inc.] fails to perform the functions they perform for the Fund, the Fund may be unable to operate or create or redeem Creation Units, which could force the Fund to liquidate or adversely affect the price u['lhe Shares,

to liquidate the Fund, If [Coinbase Custody]

O March 22, 2023, the Prime Broker and its parent {such parent, “[Coinbase Global]" and together with [Coinbase Inc.], the “Relevant Coinbase Entities™) received a “Wells Notice™ from the SEC staff stating that the SEC staff made a “preliminary determination” to
recommend that the SEC file an enforcement action against the Relevant Coinbase Entities alleging violations of the federal securities laws, including the Exch Act and the Securities Act, ding to [Coinbase Global]'s public reporting company disclosure, based on
discussions with the SEC staff, the Relevant Coinbase Entities believe these potential enforcement actions would relate to aspects of the Relevant Coinbase Entities’ Coinbase Prime service, spot market, staking service Coinbase Eam, and Coinbase Wallet and the potential civil
action may seek injunctive relief, disgorgement, and civil penalties. On June 6, 2023, the SEC filed a complaint against the Relevant Coinbase Entities in federal district court in the Southem District of New York, alleging, inter alia: (i) that [Coinbase Tnc.] has violated the
Exchange Act by failing to register with the SEC as a national securities exchange, broker-dealer, and clearing agency, in connection with activities involving certain identified digital assets that the SEC's complaint alleges are securities, (ii) that [Coinbase Inc.] has violated the
Securities Act by failing to register with the SEC the offer and sale of its staking program, and (iii) that [Coinbase Global] is jointly and severally liable as a cnm.m] person under the Exchange Act for [Coinbase Inc.|'s violations of the Exchange Act to the same extent as
[Combasc Ic.] The SEC's cmnplann against the Rclc\«'am Cambesc Entitics does not allege that biteoin is a security nor does it allege that [Comhasc Inc.]'s am uwo]vms hitcoin caused the alleged registration violations, and the Bitcoin Custodian was not named as a

The SEC's secksap against the Relevant Coinbase Entities to prevent them from violations of the E Act or Securities Act, civil monetary penalties, and such other relief as the court deems appropriate or
necessary. [Coinbase [ne ], as Prime Bmlwr could be required, as a result of a judicial determination, or could choese, to restrict or curtail the services it offiers, or its financial condition and ability to provide services to the Fund could be affected. If the Prime Broker were to be
required or choose as a result of a regulatory action (including, for example, the litigation initiated by the SEC), to restrict or curiail the services it offers, it could negatively affect the Fund's ability to operate or process creations or redemptions of Creation Units, which could
force the Fund to liquidate or adversely affect the price of the Shares. While the Bitcoin Custodian is not named in the complaint, if [Coinbase Global], as the parent of the Bitcoin Custodian, is required, as a result of a judicial determination, or could choose, to restrict or curtail
the services its subsidiaries provide to the Fund, or its financial condition is negatively affected, it could negatively affect the Fund's ability to operate.

Alternatively, the Sponsor could decide to replace [Combase Custody] as the Biteon Custodian with custody of the Fund's bitcomns, pursuant to the Custodial Services Agreement (the "Custodian Agreement”). Similarly, [Coinbase Custody] or [Coinbase Inc.] could terminate
services under the Custodian Agreement or the Pime Broker A upon iding the i nofice to the Fund for any reason, or immediately for Cause (2 “Termination for Cause™ is defined in the Custodian A as (i) the Fund y
breaching any provision of the Custodian Agrumnmt {ii} the Fund bcuomws bankrupt or msol\mt. ar (i) rhe Fund fails to pay and setile in full its obligations to [Coinbase Custody]'s affiliate, the Trade Credit Lender (as defined below), which may, from time to time, provide
financing to the Fund in the form of Trade Credits). Ts of the Fund's account at the Bitcoin Custodian to another custodian will likely be complex and could subject the Fund's bitcoin to the risk of loss during the transfer, which could have
a negative impact on the performance of the Shares or result in loss of the Fund’s assets. As Prime Broker, [Coinbase Ine | does not guarantee uninterrupted aceess to the Trading Platform or the services it provides to the Fund as Prime Broker. Under certain cireumstances,
[Coinbase Inc.] is permitied 1o halt or suspend trading on its trading platform, or impose limits on the amount or size of, or reject, the Fund's orders, including in the event of, among others, (a) delays, suspension of operati Tailure in perfi ari ption of service
that are directly due to a cause or condition beyond the reasonable control of [Coinbase Inc.], (b) the Fund has engaged in unlawful or abusive activities or fraud, () the acceptance of the Fund's order would cause the amount of Trade Credits extended to exceed the maximum
amount of Trade Credit (as defined below) that the Fund's agreement with the Trade Credit Lender permits to be outstanding at any one time, or (d) a security or toehnology issue occurred and is continuing that results in [Coinbase Inc.] being unable to provide trading services
or accept the Fund's order, in each case, subject o certain protections for the Fund. Also, if [Coinbase Custody] or [Coinbase Inc.] become insolvent, suffer business failure, cease business operations, default on
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or fail to perform their obligations under their il with the Fund, or abruptly discontinue the services they provide 1o the Fund for any reason, the Fund’s eperations would be adversely affected.

The Sponsor may not be able to find a party willing to serve as the custodian of the Fund’s bitcoin or as the Fund's prime broker under the same terms as the current Custodian Agreement or Prime Broker Agreement or at ail. To the extent that Sponsor is not able to find a
suitable party willing to serve as the custodian or prime broker, the Sponsor may be required to terminate the Fund and liquidate the Fund's bitcoin. In addition, to the extent that the Sponsor finds a suitable party but must enter into a modified Custodian Agreement or Prime
Broker Agreement that is less favorable for the Fund or Sponsor, the value of the Shares could be adversely affected. If the Fund is unable to find 2 replacement prime broker, its operations could be adversely affected.

The lack of full insurance and Sharcholders’ Nmited rights of legal recourse against the Fund, Trustee, Sponsor, Administrator, Cash Custodian and Bitcoin Custodian expose the Fund and its Sharcholders to the visk of loss of the Fund's bitcoins for which no person
ov entity is liable.

The Fund is not a banking institution or otherwise a member of the FDIC or Securities Investor Protection Corporation (“SIPC™) and, therefore, deposits held with or assets held by the Fund are not subject to the protections enjoyed by depositors with FDIC or SIPC member
mstitutions. In addition, neither the Fund nor the Sponsor insure the Fund's bitcoins. While the Bitcoin Custodian has advised the Sponsor that it has insurance coverage up to a certain amount that could be used to repay losses of the digital assets it custodies on behalf of its
clients, including the Fund's bitcoin, resulting from theft, Sharcholders cannot be assured that the Bitcoin Custodian will maintain adequate insurance, that such coverage will cover losses with respect to the Fund’s bitcoins, or that sufficient insurance proceeds will be available
to cover the Fund’s losses in full. The Bitcoin Custodian's insurance may not cover the type of losses experi d by the Fund, A ively, the Fund may be forced to share such insurance proceeds with other clients or customers of the Bitcoin Custodian, which could reduce
the amount of such proceeds that are available to the Fund. In addition, the bitcoin insurance market 15 limited, and the level of insurance mamtained by the Bitcoin Custodian may be substantially lower than the assets of the Fund. While the Bitcoin Custodian maintains certain
capital reserve requirements depending on the assets under custody, and such capital reserves may provide additional means to cover client asset losses, the Fund cannot be assured that the Bitcoin Custodian will maintain capital reserves sufficient to cover actual or potential
losses with respect to the Fund's digital assets.

Fusthermaore, under the Custodian Agreement, the Bitcoin Custodian’s liability is limited as follows, among others: (i) other than with respect 1o claims and losses arising from spot trading of bitcoin, or frand or willful misconduct, among others, the Bitcoin Custodian’s
apgregate lability under the Custodian Apreement shall not exceed the greater of (A) the greater of (x) 55 million and () the aggregate fees paid by the Fund to the Bitcoin Custodian in the 12 months prior to the event giving rise to the Bitcoin Custodian's liability, and (B) the
value of the affected bitcoin or cash giving rise to the Bitcoin Custodian’s liability; (it} the Biteoin Custodian’s aggregate liability in respect of each cold storage address shall not exceed $100 million; (iii} in respect of the Biteoin Custodian’s obligations to indemnify the Fund
and its affiliates against third party claims and losses to the extent arising out of or relating to, among others, the Bitcoin Custodian’s violation of any law, rule or regulation with respect to the provision of its services, the Bitcoin Custodian’s liability shall not exceed the greater
of (A} 85 million and {B) the apgrepate fees paid by the Fund to the Bitcoin Custodian in the 12 months prior to the event giving rise to the Bitcoin Custodian's liability; and (iv) in mspes.l of any incidental, indirect, special, pumlwe consequential or similar losses, the Bitcoin
Custodian is not liable, even if the Bitcoin Custodian has been advised of or knew or should have known of the possibility thereof. The Bitcoin Custodian is not liable for delays, of b failure in ion of service to the extent it is
directly due to a cause or condition heyond the reasonable control of the Biteoin Custodian, In the event of potential losses incurred by the Fund as a result of the Bitcoin Custodian losing control of the Fund’s bitcoins or failing to propcfly execute instructions on behalf of the
Fund, the Bitcoin Custodian's lwbﬂl!y with respect to the Fund will be subject to certain limitations which may allow it to avoid lability for potential losses or may be insufficient to cover the value of such potential losses, even if the Bitcoin Custodian directly caused such
losses. F . the i ined by the Bitcoin Custodian may be insufficient to cover its liabilities to the Fund,

Similarly, under the Prime Broker Agreement, the Prime Broker's liability is limited as follows, among others: (i) other than with respect to claims and losses arising from spot trading of bitcoin, or fraud or willful misconduct,
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among others, the Prime Broker's aggregate liability shall not exceed the greater of (A) the greater of (x) §5 million and (y) the aggregate fees paid by the Fund to the Prime Broker in the 12 months prior to the event giving rise to the Prime Broker's liability, and (B) the value
of the cash or affected bitcoin giving rise to the Prime Broker's liability; (ii) in respect of the Prime Broker's obligations to indemnify the Fund and its affiliates against third party claims and losses to the extent arising out of or relating to, ameng others, the Prime Broker's
violation of any law, rule or regulation with respect to the provision of its services, or the full amount of the Fund’s assets lost due to the insolvency of or security event at a Connected Trading Venue (s defined below), the Prime Broker's liabality shall not exceed the greater of
(A) $5 million and (B) the aggregate fees paid by the Fund to the Prime Broker in the 12 months prior to the event giving rise to the Prime Broker’s liability; and (iii) in respect of any incidental, indirect, special, punitive, consequential or similar losses, the Prime Broker is not
liable, even if the Prime Broker has been advised of or knew or should have known of the possibility thereof. The Prime Broker is not liable for delays, of i failure in per ar of service to the extent it is directly due to a cause or
condition beyond the reasonable control of the Prime Broker. These and the other limitations on the Pnime Broker's liability may allow it to avoid linbility for potential losses or may be insufficient to cover the va]u: of such potential losses, even if the Prime Broker directly
caused such losses. Both the Fund and the Prime Broker and its affiliates (including the Bitcoin Custodian) are required to indemnify cach other under certain circumstances.

Maorcover, in the event of an insolvency or bankrupicy of the Prime Broker (in the case of the Trading Balance) or the Bitcoin Custodian (in the case of the Vault Balance) in the future, given that the contractual protections and legal rights of customers with respect to digital
assets held on their behalf by third parties are relatively untested in a bankruptey of an entity such as the Bitcoin Custodian or Prime Broker in the viral currency industry, there is a risk that customers’ assets — including the Fund's assets — may be considered the property of
the bankruptey estate of the Prime Broker {in the case of the Trading Balance) or the Bitcoin Custodian (in the case of the Vault Balance), and customers — including the Fund — may be at risk of being treated as general unsecured creditors of such entities and subject to the risk
of total loss or markdowns on value of such assets.

The Custodian Agreement contains an agreement by the parties to treat the bitcoin credited to the Fund's Vault Balance as financial assets under Article 8 of the New York Uniform Commercial Code {“Article S"}. in addition 1o stating that the Bitcoin Custodian will serve as
fiduciary and custedian en the Fund's behalf. The Bitcoin Custodian’s parent, [Coinbase Global Inc.], has stated in its most recent public securities filings that in light of the inclusion in its custody of isions relating to Article 8 it believes that a court would not
treat custodied digital assets as part of its general estate in the event the Custodian were to experience insolvency, However, duz to the novelty of digital asset custodial arrangements courts have not yet id :his type of for died digital assets and it is not
possible to predict with certainty how they would rule in such a scenario. If the Bitcoin Custodian became subject to insolvency proceedings and a court were to rule that the custodied bitcoin were part of the Bitcoin Custodian's general estate and not the property of the Fund,
then the Fund would be treated as a general unsecured creditor in the Bitcoin Custodian's insolvency proceedings and the Fund could be subject to the loss of all or a significant portion of its assets. Moreover, in the event of the bankruptey of the Biteoin Custodian, an
automatic stay could go into effect and protracted litigation could be required in order fo recover the assets held with the Bitcoin Custodian, all of which could significantly and negatively impact the Fund’s operations and the value of the Shares,

With respect to the Prime Broker Agreement, there is a risk that the Trading Balance, in which the Fund's bitcoin and cash is held in omnibus sccounts by the Prime Broker (in the latter case, as described below in *—Loss of a eritical banking relationship for, or the failure of a
bank used by, the Priroe Broker could adversely impact the Fund's ability to create or redeem Creation Units, or could cause losses to the Fund™), could be considered part of the Prime Broker's bankrupicy estate in the event of the Prime Broker's bankrupicy. The Prime Broker
Agreement s an Article 8 opt-in clouse with respect to the Fund's assets held in the Trading Balance. The Prime Broker is not required to hold any of the bitcom or cash in the Fund's Trading Balance in segregation. Within the Trading Balance, the Prime Broker
Agreement provides that the Fund does not have an identifiable claim to any particular bitcoin {and cash). Instead, the Fund's Trading Balance represents an entitiement to a pro rata share of the bitcoin (and cash) the Prime Broker has allocated to the omnibus wallets the Prime
Broker holds, as well as the accounts in the Prime Broker's name that the Prime Broker maintains at Connected Trading Venues (the “Connected Trading Venwe™) (which are typically held on an omnibus, rather than segregated, basis). If the Prime Broker suffers an insolvency
event, there is a nisk that the Fund's assets held in the Trading Balance could be considered part of the Prime Broker's bankruptey estate and the Fund could be treated as a general unsecured creditor of the Prime Broker,
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which could result in losses for the Fund and Shareholders, Moreover, in the event of the bankruptcy of the Prime Broker, an avtomatic stay could go into effect and protracted litigation could be required in order to recover the assets held with the Prime Broker, all of which
could significantly and negatively impact the Fund's operations and the value of the Shares.

Under the Declaration of Trust, the Trustee and the Sponsor will not be liable for any liability or expense incurred, including, without limitation, as a result of any loss of bitcoin by the Bitcoin Custodian or Prime Broker, absent gross negligence or bad faith on the pan of the
Trustee or the Sponsor. As a result, the recourse of the Fund or the Shareholders 1w the Trustee or the Sponsor, including in the event of a loss of bitcoin by the Bitcoin Custodian or Prime Broker, is limited.

The Shareholders® recourse against the Sponsor, the Trustee, and the Fund's other service providers for the services they provide to the Fund, including, without limitation, those relating to the holding of bitcoin or the provi of i ions relating to the of
bitcoin, 15 limited. For the aveidance of doubt, neither the Sponsor, the Trustes, nor any of their affiliates, nor any other party has guarantesd the assets or liabilities, or otherwise assumed the liabilities, of the Fund, or the obligations or liabilities of any service provider to the
Fund, including, without limitation, the Bitcoin Custodian and Prime Broker. Consequently, a loss may be suffered with respect to the Fund’s bitcoin that is not covered by the Bitcoin Custodian’s insurance and for which no persen is liable in damages. As a result, the recourse
of the Fund or the Sharehelders, under applicable law, is limited,

If the Trade Credits are not available, the Fund may face delays in selling bitcoin that may adversely impact Shareholders; if the Fund does not repay the Trade Credits on time, its assets may be liguidated by the Trade Credit Lender and its affiliates.

To avoid having to pre-fund sales of bitcoin to pay the Sponsor’s Fee and, to the extent applicable, other Fund expenses, the Fund may borrow bitcoin or cash as trade credit (“Trade Credit™) from Coinbase Credit, Inc. (the “Trade Credit Lender™) on a short-term basis pursuant
to the Coinbase Credit Committed Trade Financing Agreement {the “Trade Financing Agreement”). There is a maximum amount of Trade Credit that the Trade Financing A permits to be ing at any one time, and the Trade Credit Lender is only required to
extend Trade Credits to the Fund to the extent such bitcoin or cash are actually available te the Trade Credit Lender. To the extent that Trade Credits are not available to pay the Sponsor's Fee and, to the extent apphl:abl.e other Fund EXpEnses, (1) there may be delays in the
selling of bitcoin related to paying the Sponsor’s Fee and, to the extent applicable, other Fund expenses, (2) Fund assets may be in held the Trading Balance for a longer duration than if Trade Credits were available, and (3) the price f with such trades may
deviate significantly from the Index price used to determine the Fund's ‘\IAV To the extent that the execution price for sales of biteoin related to paying the Sponsor’s Fee and, o the extent i other Fund deviate signi from the Index price used to
determine the NAV of the Fund, the ining Shareholders may be negatively impacted. If Trade Credits are unavailable to the Fund, the Fund must pre-fund its Trading Balance with cash aml*or Imcmn in order 1o sell bncom through the Prime Broker,

The Fund generally must repay Trade Credits by 6:00 p.m. ET (the “Settlement Deadline™) on the calendar day immediately following the day the Trade Credit was extended by the Trade Credit Lender to the Fund (or, if such day is not a business day, on the next business day),
Pursuant to the Trade Financing Agreement, the Fund has granted a security interest, lien on, and right of set off against all of the Fund’s right, title and interest, in the Fund's Trading Balance and Vault Balance established pursuant to the Prime Broker Agreement and Custodian
Agreement, in order to secure the repayment by the Fund of the Trade Credits and financing fees to the Trade Credit Lender. Upon a Termmation for Cause, as defined in the Prime Broker Agreement, which includes a failure by the Fund to pay and settle in full its obligations to
the Trade Credit Lender in respect of the financing it provides to the Fund in the form of Trade Credits, the Bitcoin Custodian and the Prime Broker have agreed to comply with instructions from the Trade Credit Lender with respect to the disposition of the assets in the Fund's
Vault Balance and Trading Balance respectively without further consent by the Fund, If the Fund fails to repay the Trade Credits to the Trade Credit Lender on time and in full, the Trade Credit Lender can take control of the Fund's assets and liquidate them to repay the Trade
Credit debt owed by the Fund to the Trade Credit Lender.

Loss of a critical banking relationship for, or the failure of a bank used by, the Prime Broker could adversely impact the Fund's ability to create or redeem Creation Units, or could cause losses to the Fund,

The Prime Broker facilitates the sefling of bitcoin by the Fund o pay the Sponsor 's Fee and, to the extent applicable, other Fund exp and in di to effect the liquidation of the Fund’s bitcoin. The Prime Broker relies on bank accounts to provide its
trading platform services and mcluding holding any cash related to a customer’s purchase or sale of bitcom. In pamcular the Prime Broker has disclosed that customer cash held by the Prime Broker, nu:.ludmg the cash associated with the Fund's Trading Balance, is held in one
or more banks accounts for the benefit of the Prime Broker's customers, or in money market funds holding government securities. The Prime Broker has rep that it has imyg the fi g policy with respect to the cash associated with the Fund’s Trading
Balance. First any cash related to the Fund's purchase or sale of bitcoin will be held in an omnibus account in the Prime Broker's name for the benefit of (“FBO™) its customers at each of multiple FDIC-insured banks, The amount of Fund cash held at each FBO account shall be
m an amount at each bank that is the lower of (1) the FDIC insurance limet for deposit @ and {11) any bank-specific limit set by the Prime Bmkm' for the applicable bank. The Prime Broker has agreed to title the accounts in a manner designed to enable receipt of FDIC
deposit i where applicable on a pass-through basis, but does not guarantee that pass-through insurance will apply since such i is d dent on the i of the bank. Second, to the extent the Fund’s cash in the Trading Balance in aggregate exceeds the
amounts that can be mummcd at the banks on I.hn. foregoing basis, the Prime Broker has represented that it currently conducts an overnight sweep of the excess into LS, government money market funds. The Sponser has not independently verified the Prime Broker's
representations. To the extent that the Prime Broker faces difficulty establishing or maintaining banking relationships, the loss of the Prime Broker's banking partners or the imposition of operational restrictions by these banking partners and the inability for the Prime Broker to
utilize other financial institutions may result in a disruption of creation and redemption activity of the Fund, or cause other operational disruptions or adverse effects for the Fund. Tn the future, it is possible that the Prime Broker could be unable to establish accounts at new
banking parimers or establish new banking relationships, or that the banks with which the Prime Broker is able fo establish relationships may not be as large or well-capitalized or subject to the same degree of prudential supervision as the existing providers,

The Fund could also suffer losses in the event that a bank in which the Prime Broker holds cash, including the cash iated with the Fund's Trading Balance (which is used by the Prime Broker to move cash flows associated with the Fund's orders to sell biteoin in
connection with payment of the Sponsor’s Fee, and to the extent applicable, other Fund expenses), fails, becomes insolvent, enters receivership, i is taken over by regululois. enters financial d:sll\ss. or otherwise suffers adverse effects 1o its financial condition or operational
status. Recently, some banks have experienced financial distress. For example, on March §, 2023, the California Dy of Financial Ps and | ion {“DEPL7) that Bank had entered voluntary liguidation, and on March 10, 2023, Silicon
Valley Bank, (“SVB"), was closed by the DFPI, which appointed the FDIC, as receiver. Similarly, on March 12, 2023, the New York Department of Financial Services took p ion of Sigr Bank and inted the FDIC as receiver. A joint statement by the Department
of the Treasury, the Federal Reserve and the FDIC on March 12, 2023, stated that depositors in Signature and SVE will have access to all of their funds, including funds hcld in deposit accounts, in excess Dfﬂnf insured amount. On May 1, 2023, First Republic Bank was closed
by the California Department of Financial Protection and Innovation, which appointed the FDIC as receiver. Following a bidding process, the FDIC entered into a purchase and assumption agreement with JPMorgan Chase Bank, National Association, to acquire the substantial
majority of the assets and assume certain liabilities of First Republic Bank from the FDIC,

Thc Prime Broker has historically maintained banking relati ips with Si Bank and Si, Bank. While the Sponsor docs not believe there is a direct risk to the Fund’s assets from the failures of Silvergate Bank or Signature Bank, in the future, changing

and market conditi some of which may be beyond the Fund's or the Sponsor’s contrel, could impair the Fund's ability to access the Fund’s cash held with the Prime Broker in the Fund’s Trading Balance or associated with the Fund's orders to sell bitcoin in
connection with payment of the Sponsor’s Fee, and to the extent applicable, other Fund expenses. If the Prime Broker were to experience financial distress or its financial condition is otherwise affected by the failure of its banking pariners, the Prime Broker's ability to provide
services to the Fund could be affected. Moreover, the future failure of a bank at which the Prime Broker maintains customer cash, in ﬁac Fund: s Trading Balance associated with the Fund's orders to sell bitcoin in connection with payment of the Spensor’s Foee, and to the extent
applicahle, other Fund expenses, could result in losses to the Fund, to the extent the balances are not subject to deposit i 1 the regulatory requi to which the Prime Broker is subject or other potential protections, Although the Prime Broker has
made certain ions to the Sponsor ling the Prime Broker's maintenance of records in a

manner reasonably designed to qualify for FDIC insurance on a pass-through basis in connection with the accounts in which the Prime Broker maintains cash on behalf of its customers (including the Fund), there can be no that such pass-through i will
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(e.g., “breaking the buck™). As a result, the Fund could suffer losses,

The Prime Broker routes orders through Connected Trading Venues in connection with trading services under the Prime Broker Agreement. The loxs or failure of any such Connected Trading Venues may adversely affect the Prime Broker's business and cause [nsses
Jfor the Fund,

In connection with trading services under the Prime Broker Agreement, the Prime Broker routinely routes customer orders to Connected Trading Venues, which are third-party exchanges or other trading venues (including the trading venue operated by the Prime Broker). In
connection with these activities, the Prime Broker may hold bitcoin with such Connected Trading Venues in order to effect customer orders, including the Fund's orders, However, the Prime Broker has rep o that v cust cash is held at C d Trading Venues. If
the Prime Broker were to experience a disruption in the Prime Broker's access to these Connected Trading Venues, the Prime Broker's trading services under the Prime Broker Agreement could be adversely affected to the extent that the Prime Broker is limited in its ability 1o
execute order flow for its customers, including the Fund. In addition, while the Prime Broker has policies and procedures to help mitigate the Prime Broker's risks related to routing orders through third-party trading venues, if any of these third-party trading venues experience
any technical, legal, regulatory or other adverse events, such as shutdowns, delays, system failures, susp of withd 1, illiquidity, insol or loss of customer assets, the Prime Broker might not be able to fully recover the customer s bitcoin that the Prime Broker has
deposited with these third parties. As a result, the Prime Broker's business, operating results and financial lition could be ad ly affected, p ially resulting in its failure to provide services to the Fund or perform its obligations under the Prime Broker Agreement, and
the Fund could suffer resulting losses or disruptions to its operations. The failure of & Connected Trading Venue at which the Prime Broker maintains customer bitcoin, including bitcoin associated with the Fund, could result in losses to the Fund, notwithstanding the regulatory
requirements o which the Prime Broker is subject or other potential protections.

The Fund may be terminated and liguidated at a tine that is disadvantageous to Shareholders,
The Sponsor may terminate and liquidate the Fund or Trust for any reason in its sole discretion. See “Termination Events.”

If the Sponsor determines that it is appropriate to terminate and liquidate the Fund, such termination and liquidation could cccur at a time that is disadvantageous to Shareholders, such as when the actual exchange rate of bitcoin at such time is lower than the Index was at the
time when Sharcholders purchased their Shares. In such a case, when the Fund’s bitcoins are sold as part of its liquidation, the resulting proceeds distributed to Sharcholders will be less than if the actual exchange rate at such time were higher at the time of sale.

The Declaration of Trust includes provisions that lmit Shareholders” voting rights and restrict Shareholders” right to bring a derivative action.
Under the Declaration of Trust, generally have no voting rights and the Fund will not have regular Sharcholder meetings. Shareholders take no part in the management or control of the Fund, Accordingly, Shareholders do not have the right to authorize actions,

appoint service providers or take other actions as may be taken by shareholders of other trusts or companies where shares carry such rights. The Sponsor may take actions in the operation of the Fund that may be adverse 1o the interests of Shareholders and may adversely affect
the value of the Shares.

Moreover, pursuant to the terms of the Declaration of Trust, Shareholders’ statutory right under Delaware law to bring a derivative action (1.¢., to initiate a lawsuit in the name of the Fend in order to assert o claim belonging to the Fund against a fiduciary of the Fund or against
a third-party when the Fund’s management has refused to do so) is restricted. Under Delaware law, a shareholder may bring a derivative action if the shareholder is a sharcholder at the time the action is brought and erther (i) was a sharcholder at the ime of the transaction at
issue or i) acquired the

status of shareholder by operation of law or the Fund” s governing instrument l'rum a person who was a shareholder at the time of the transaction at issue. Addmonnlly Section 3816(e) ufllw Dc]an-alc Statutory Trust Act specifically provides that a “beneficial owner’s right to
bring a derivative action may be subject to such i dards and i if any, as are set forth in the governing instrument of the statutory trust, without limi the that ial owners owning a specified beneficial interest in the
statutory trust join in the bringing of the derivative action.” In addition to the requi of applicable law and in i with Section 3816(e), the Declaration of Trust provides that no Shareholder will have the right, power or authority to bring or maintain a derivative
action, suit or other proceeding on behalf of the Fund unless two or more Sharcholders whe [iJ m not “Affiliates™ {as defined in the Declaration of Trust and below) of one another and (i) collectively hold at least 10.0% of the outstanding Shares join in the bringing or
maintaining of such action, suit or other proceeding. This provision applies to any derivative actions brought in the name of the Fund other than claims under the federal securities laws and the rules and regulations thereunder.

Due to this additional 1 & Sharchold ing to bring or maintam a derivative action i the name of the Fund will be required to locate other Sharcholders with which it is not affiliated and that have sufficient Shares to meet the 10.0% threshold based on the
number of Shares outstanding on the date the claim is brought and thereafter throughout the duration of the action, suit or proceeding. This may be difficult and may result in i d costs 1o a Sl ing to seek redress in the name of the Fund in court. Marcover,
if Shareholders bringing a derivative action, suit or proceeding pursuant to this provision of the Declaration of Trust do not held 10.0% of the outstanding Shares on the date such an action, suit or proceeding is brought, or such Shareholders are unable to maintain Share
ownership meeting the 10.0% threshold throughout the duration of the action, suit or ling, such Sharcholders® derivative action may be subject to dismissal. As a result, the Declaration of Trust limits the likelihood that a Shareholder will be able to successfully assert a
derivative action in the name of the Fund, even if such Sharcholder belicves that he or she has a valid derivative action, suit or other proceeding to bring on behalf of the Fund.

The Sponsor is solely responsible for determining the valwe of the net asset value of the Fund, and any errors, discontinuance or changes in such valuation calcalations may have an adverse effect on the value of the Shares.

The Sponsor has the exclusive authority to determine the net asset value of the Fund. The Spensor has del. A to the Admini: the responsibility to calculate the net asset value of the Fund, based on a pricing source selected by the Sponsor. The Administrator determines
the net asset value of the Fund as of 4:00 p.m. ET, on each Business Day, as soon as practicable after that time. The Administrator’s determination 1s made utilizing data from the operations of the Fund and the Index, calculated at 4:00 p.m. ET, on such day. If the Sponsor
determines in good faith that the Index does not reflect an accurate bitcoin price, then the Sponsor will instruct the Admini to employ an alternative method to d ine the fair value of the Fund’s assets. There are no predefined criteria to make a good faith assessment as
to which of the rules the Sponsor will apply and the Sponsm' may muke this d ion in its sole di ion. The Admini may caleulate the Index in a manner that ultimately mznulmtel)' reflects the price of bitcoin. To the extent that the net asset value of the Fund, the
Index, or the Administrator's or the Sponsor’s other are neither the Sponsor nor the Administrator may be ligble for any error and such ing of ion data could affect the value of the Shares and investors
conld suffer a substantial loss on their investment in the Fund. Moreover, the terms of the Declaration of Trust and the Sponser Agreement do not prohibit the Sponser from changing the Tndex or other valuation method used to caleulate the net asset value of the Fund, Any such
change in the Index or other valuation method could affect the value of the Shares and investors could suffer a substantial loss on their investment in the Fund.

To the extent the methodology used to caleulate the Tndex is deemed not to be consistent with GAAP, the Fund’s perindic fi fnsncnal statements may not utilize the Fund's net asset value, For purposes of the Fund’s financial statements, the Fund will utilize a pricing source that is
consistent with GAAP, as of the financial statement measurement date. The Sponsor will d in its sole d the sources and policies used to prepare the Fund's financial statements. To the extent that such valuation sources and policies used to prepare the
Fund's financial statements result in an inaccurate price, the value of the Shares could be adversely affected and investors could suffer a ial loss on their i in the Fund. -, the terms of the Dy ion of Trust and the Sponsor Agreement do not prohibit
the Sponsor frem changing the valuation method used to caleulate

the net asset value to be reported in the Fund's financial statements. Any such change in such valuation method could affect the value of the Shares and 1 could suffer a sut 1 loss on their i m the Fund.

o ing from icipated events may become payable by the Fund, adversely affecting the value of the Shares,

Tn consideration for the Sponsor's Fee, the Sponsor has contractually assumed ordinary course operational and periodic expenses of the Fund, with the exception of those described in “Business of the Trust—Fund Expenses™. Expenses incwrred by the Fund but not assumed by
the Sponsor, such as, among others, taxes and governmental charges; expenses and costs of any extraordinary services performed by the Sponsor (or any other service provider) on behalf of the Fund to protect the Fund or the interests of Shareholders (including, for example, in
connection with any fork of the Bitcoin blockchain, any Incidental Rights and any IR Virtual Currency); or extraordinary legal fees and expenses are not assumed by the Sponsor and are bome by the Fund. The Sponsor will cause the Fund to either (1) sell bitcoin, Incidental
Rights and'or TR Virtual Currency held by the Fund or (i) deliver bitcoin, Incidental Rights and/or TR Virtual Currency in-kind to pay Fund expenses not assumed by the Sponsor on an as-needed basis, Accordingly, the Fund may be required to sell or otherwise dispose of
bitcoin, Incidental Rights or IR Virtual Currency at a time when the trading prices for those assets are depressed.

The sale or other disposition of assets of the Fund in order to pay extraordinary expenses could have a negative impact on the value of the Shares for several reasons, These include the following factors;

® The Fund is not actively managed and no attempt will be made to protect against or to take advantage of fluctuations in the prices of biteoin, Incidental Rights or IR Virtual Currency. Consequently, if the Fund incurs expenses in 1.5, dollars, the Fund's bitcoins, Incidental
Rights or TR Virmal Currency may be sold at a time when the values of the disposed assets are low, resulting in a negative impact on the vahue of the Shares.

Because the Fund does not generate any income, every time that the Fund pays expenses, it will deliver bitcoin, Incidental Rights or IR Virtual Currency to the Spensor or sell bitcoin, Incidental Rights or IR Virtual Currency. Any sales of the Fund's assets in connection
with the payment of expenses will decrease the amount of the Fund's assets represented by each Share each time its assets are sold or ransferred to the Sponser,

The Fund's delivery or sale of bitcoin to pay expenses or other aperations of the Fund could result in Shareholders incurring tax liability without an associated distribution from the Fund.

Assuming that the Fund is treated as a grantor trust for U5, federal income tax purposes, each delivery of bitcoin by the Fund to pay the Sponsor's Fee or other expenses and each sale of bitcoin by the Fund to pay Fund expenses not assumed by the Sponsor will be a taxable
event to beneficial ewners of Shares. Thus, the Fund’s payment of expenses could result in beneficial owners of Shares incurring tax lability without an associated distribution from the Fund. Any such tax liability could adversely affect an investment in the Shares.

The value of the Shares will be adversely affected if the Fund is required te indemnify the Sponsor, the Trustee, the Admiwistrator, the Bitcoin Custodian or the Cash Custodian p to its !

Under 1he Dcclmnon oI’TmsT and the applicable agreements with various Fund service providers, each of the Sponsor, the Trustee, the Administrator and the Custodians has a right 1o be indemnified by the Fund for certain liabilities or expenses that it incurs without,
on the ar gross negl bad faith or willful misconduct on its part. Therefore, the Sponsor, Trustee, the Administrator, or the Custodians may require that the assets of the Fund be sold in order to cover losses or liability suffered by it Any
sale of that kind would reduce the Digital Asset Holdings of the Fund and the value of the Shares.

Intellecrual property rights claims may adversely affect the Fund and the value of the Shares,

The Sponsor is not awire of any intellectual property rights claims that may prevent the Fund from operating and holding bitcoin, Incidental Rights or IR Virtual Currency. However, thind parties may assert intellectual property rights claims relating o the operation of the Fund
and the d for the in, holding of and transfer of bitcoin, Incidental Rights or IR Virtual Currency. Regardless of the merit of an mtellectual property or
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other legal action, any legal expenses to detend or payments to settle such claims would be extraordinary expenses that would be borne by the Fund through the sale or transfer of its bitcoin, Incidental Rights or IR Virtual Currency. Additionall itor: 11 1]
property rights claim could prevent the Fund from operating and force the Sponsor to terminate the Fund and liquidate its bitcoin, Incidental Rights or IR Virtual Currency. As a result, an intellectual property rights claim against the Fund could advc(sr:ty affect the value of the
Shares.

Risk Factors Related to the Regnlation of the Fund and the Shares

Digital asset markets in the U.S. exist in a state of regul; and adverse [ i could signij tharm the valne of bitcoin or the Shares, such as by banning, icting or i ing onerous ditions or prohibitions on
the use af bitcoins, mining activity, digital walleis, &cmvis\hﬁ af services related to md'lmz and ::lmndyiug Biteoin, I‘Ju aperation of the Bitcoin network, or the digital asser markets generally.

There is a lack of consensus regarding the regulation of digital assets, including bitcoin, and their markets. As a result of the growth in the size of the digital asset market, as well as the 2022 Events, the U.5. Congress and a number of U.S. federal and state agencies (including
FinCEN, SEC, OCC, CFTC, FINRA, the Consumer Financial Protection Bureau ("CFPBE"), the Department of Justice, the Department of Homeland Security, the Federal Bureau of Investigation, the TRS, state financial institution regulators, and others) have been examining the
operations of digital asset networks, digital asset users and the digital asset markets, Many of these state and federal agencies have brought enforcement actions or issued consumer advisories regarding the risks posed by digital assets to investors. Ongoing and future regulatory
actions with respect to digital assets generally or bitcoin in particular may alter, perhaps to a materially adverse extent, the nature of an investment in the Shares or the ability of the Fund to continue to operate.

The 2022 Events, including ameong others the bankruptey filings of FTX and its subsidiaries, Three Armows Cdpml Celsius Ne:[wrk \&uynger DlgltaL Gienesis, Blockr: and others, and uthcr dew]upmen!x in lhe dlgml asset markets, have resulted in calls for heightened
scrutiny and regulation of the digital asset industry, with a specific focus on mtermediaries such as digital asset Federal and state legisl and y agencics may i and enact new laws and regulations to regulate crypto
assct intermediaries, such as digital asset exchanges and custodians. The March 2023 collapses of Silicon Valley Bank, Silvergate Bank and Signature Bank, which in some cases pmv!dcd services to the digital assets industry, may amplify and/or accelerate these trends. On
January 3, 2023, the federal banking agencies issued a joint statement on crypio-asset risks to banking organizations following events vahlch exposed vulnerabilities in the crypto-asset sector, including the risk of frand and scams, legal uncertainties, significant volatility, and
contagion risk. Although banking orgenizations are not prohibited from crypto-asset related activities, the agencics have i safety and d concerns with business models that are concentrated in crypto-ssset related activities or have concentrated

EXPOSUres 1o the cryplo-asset sector,

U8 federal and mﬂ.l: mgulalm as well as the White House, have issued reports and releases concerning crypto assets, including Bitcoin and crypto asset markets. Further, in 2023 the House of Representatives formed two new subcommittees: the Digital Assets, Financial
Technology and I ittee and the C dity Markets, Digital Assets, and Rural Development Subcommittee, each of which were formed in part to analyvc issues conceming cr)-'pto assets and demonstrate a legislative intent to develop and consider the adoption
of f'edem] legislation designed to address the perceived need for regulation of and concems surrounding the crypto industry. However, the extent and content of any ft i laws and are not yet inahle with certainty, and it may not be ascertainable in the
near future. A divided Congress makes any prediction difficult. We cannot predict how these and other related events will affect us or the crypto asset business.




In August 2021, the chair of the SEC stated that he believed investors using digital asset trading are not Iy p 1, and that activities on the pk can i the ities laws, laws and banking laws, raising a number of issues related
to protecting investors and consumers, guarding against illicit activity, and ensuring financial stability. The chair expressed a need for the SEC to have additional authorities to prevent products, and platf from “falling between regulatory cracks,” as well as for
more resources fo prodect investors in “this growing and volatile secior.” The chair called for federal legislation centering on digital asset rading, lending, and d lized finance platit seeking “additional plenary authority™ to write

48

rules for digital asset trading and lending. It is not possible to predict whether Congress will grant additional authonities to the SEC or other regulators, what the nature of such additional authorities might be, how they might impact the ability of digital asset markets to function
or how any new regulations that may flow from such authoritics might impact the value of digital assets generally and bitcoin held by the Fund specifically. The q of il d federal ion of digital assets and digital asset activities could have a material
adverse effect on the Fund and the Shares.

FinCEN requires any administrator or exchanger of convertible digital assets to register with FinCEN as a money transmitter and comply with the anti il i ppli 10 money i Entitics which fail to comply with such regulations are
subject to fines, may be required to cease operations, and could have potential criminal liability. For example, in 2015, FinCEN assessed a $700,000 fine against a sponsor ufa digital asset for violating several requirements of the Bank Secrecy Act by acting as an MSE and
selling the digital asset without registering with FirCEN, and by failing to implement and maintain an adequate anti-money laundering program. In 2017, FinCEN assessed & $110 m fine against BTC-¢, a now defunet digital asset exchange, for similar violations. The
requirement that exchangers that do business in the U.S. register with FinCEN and comply with anti-money laundering regulations may increase the cost of buying and selling bitcoin and therefore may adversely affect the price of bitcoin and an investment in the Shares.

The Office of Foreign Assets Control (“"OFAC™) of the U.S. Department of the Treasury (the U5, Trl:asury Dcpanmcnt ") has added digital currency add; to the list of Specially Desi ionals whose assets are blocked, and with whom 1.5, persons are generally
prohibited from dealing. Such actions by OFAC, or by similar organizations in other jurisdicti inty in the market as to whether bitcoin that has been asswatad with such addresses in the past can be easily sold. This “tainted™ hitcoin may trade at 2
substantial discount to untainted bitcoin. Reduced fungibility in the bitcoin markets may reduce [he llquldlly of bitcoin and therefore adversely affect their price.

In February 2020, then-U.5. Treasury Secretary Steven Mauchin stated that digital assets were a “crucial area™ on which the U8, Treasury D» has spent signifi time, Secr Munuchin d that the U5, Treasury D) is preparing significant new
regrulations governing digital asset activities to address concerns regarding the potential use for facilitating money laundering and other illicit m.llvllles In December 2020, FinCEN, a bureau within the 1.5, Treasury Department, pmpowt! arule Ihzt would rcq\nr: financial
institutions to subrmit reports, keep records, and verify the identity of customers for certain transactions to or from so-called “unhosted” wallets, also v referred to as self-hosted wallets. In January 2021, U.S. Treasury Secretary nominee Janet Yellen stated her belicf
that regulators should “look closely at how to encourage the use of digital assets for legitimate activities while curtailing their use for malign and illegal activities,™

Under regulations from the New York State Department of Financial Services ("NYDFS”), businesses nvolved in digital asset business activity for third partics in or i ing New York, i and must apply for a license, commonly known as a
BitLicense, from the NYDFS and must com.pl)' with anti laundering, cyber security, ion, and financial and reporting requirements, among others, As an alternative to a BitLicense, a firm can apply for a charter to become a limited purpose trust company

under New York law gualified to engage in certain digital asset business activities. Other states have ccmsu:lered or approved digital asset business activity statutes or rules, passing, for example, regulations or guidance indicating that certain digital asset business activities
constitute money transmission requiring licensure.

The inconsistency m applying money transmitting licensure requirements to certain businesses may make it more difficult for these businesses to provide services, which may affect consumer adoption of bitcoin and its price. In an attempt to address these issues, the Uniform
Law Commission passed a model law in July 2017, the Uniform Regulation of Virual Currency Businesses Act, which has many similarities to the BitLicense and features a multistate reciprocity licensure feature, wherein a business licensed in one state could apply for
accelerated licensure procedures in other states, It is still unclear, however, how many states, if any, will adopt some or all of the model legislation.

Law enforcement agencics have often relied on the of blockehains o facilitate i igations, However, certain privacy-enhancing features have been, or are expected to be, introduced to a number of digital asset networks, If the Bitcoin netwark were to adopt any
of these features, these features may provide law
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enforcement agencies with less visibility into transaction-level data. Europol, the European Union's law enforcement agency, released a report in October 2017 noting the i use of privacy ing digital asscts like Zeash and Monero in criminal activity on the
internet, Although no regulatory action has been taken to treat privacy-enhancing digital assets differenily, this may change in the future,
A determination that bitcoin or any other digital asset is a “security” may adversely affect the value of Bitcoin and the value of the Shares, and result in § i inary, ing exf o, oF ination of, the Fund.

[epending on its characteristics, a digital asset may be considered a “security™ under the federal securities laws. The test for determining whether a particular digital asset is a “security” is complex and difficult to apply, and the outcome is difficult to predict. Public, though
nen-binding, statements by senior officials at the SEC indicate that the SEC does not consider bitcoin to be a security, at least currently, and the staff has provided informal to a handful of that their digital assets are not securities. On the other hand, the
SEC has brought enforcement actions against the promoters of several other digital assets on the basis that the digital assets in question are securities,

Whether a digital asset is a security under the federal securities laws depends on whether it is included in the lists of instruments making up the definition of “security” in the ities Act, the Exch Act and the Company Act. Digital assets as such do not
appear in any of these lists, although each list includes the ferms “investment contract” and “note,” and the SEC has typically analyzed whether a particular digital asset is a security by reference to whether it meets the tests developed by the federal courts interpreting these
terms, known as the Howey and Reves tests, respectively. For many digital assets, whether ar not the Howey or Reves tests are met is difficult to resolve definitively, and substantial legal arguments can often be made both in favor of and against a particular digital asset
qualifying as a security under one or both of the Howey and Reves tests. Adding to the complexity, the SEC staff has indicated that the security status of a particular digital asset can change over time as the relevant facts evelve.

As part of determining whether bitcoin is a security for purposes of the federal securities laws, 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 a digital asset may be a security for purposes of the
federal securities laws., Finally, the Sponsor discusses the security status of bitcoin with its external securities lawyers. Through this process the Sponsor believes that it is applying the proper legal standards in determining that bitcoin is not a security in light of the uncerainties
mherent in the Howey and Keves tests. However, because of these uncertainties, the Sponsor acknowledges that bitcoin may in the future be found by the SEC or a federal court to be a seourity notwithstanding the Sponsor’s prior conclusion; and the Sponsor’s prior conclusion,
even if under the ¢i would not prechade legal or regulatory action based on the presence of a security,

The Sponsor may terminate and liquidate the Fund if the Sponsor determines bitcoin 15 a security under the federal securities laws, whether that determination is initially made by the Sponsor itself, or because the SEC or a federal court subsequently makes that determination.
Because the legal tests for determining whether a digital asset is or is not a security often leave room for interpretation, for so long as the Sponsor believes there to be good faith grounds to conclude that the Fund's bitcoin is not a security, the Sponsor does not intend to dissolve
the Fund on the basis that bitcoin could at some future point be determined to be a security.

Any enforcement action by the SEC or a state sccuntlcs wgulamr assertlns that bitcoin is a sccunty, or a court dcclswn, to that effect would be expected to have an immediate material adverse impact on the trading value of Bitcoin, as well as the Shares. This is because the
business models behind most digital assets are with applying to in . If a digital asset is determined or asserted to be a security, it is likely to become difficult or impossible for the digital asset to be traded, cleared or custodied in the
United States through the same channels used by non-security digital assets, which in addition to materially and adversely affecting the trading value of the digital asset is likely to significantly impact its liquidity and market participants” ability to convert the digital asset into
1.5, dollars.

For example, in 2020 the SEC filed a complaint against the promoters of XRP alleging that they raised more llum $1.3 billion through XRP sales that should have been registered under the federal securities laws, but were not. In the years prior to the SEC's action, XRP's
market capitalization at times reached over SlDO !u.lhmi Huwc\-'m' in the weeks following the SEC's i} XRP's market capitalization fell to less than §10 billion, which was less than half of its market capitalization in the days prior to the complaint. The SEC's action
against XRP's p the around which digital asscts are securitics, and demonstrates that such factors as how long a digital asset has been in existence, how widely held it is, how large its market capitalization is and that it has actual
usefulness in wmmelual transactions, ultimately may have no bearing on whether the SEC or a court will find it to be a security.

Tn addition, if bitcoin is determined to be a security, the Fund could be i an i d i company” under SEC rules, which could necessitate the Fund's liquidation, Tn this case, the Fund and the Sponsor may be deemed to have participated in an illegal
offering of securities and there is no guarantee that the Sponsor will be able to register llw Fund under the Investment Company Act at such time or take such other actions as may be necessary to ensure the Fund's activities comply with applicable law, which could force the
Sponsor to liguidate the Fund.

Mareover, whether or not the Sponsor or the Fund were subject to additional regulatory requirements as a result of any SEC or federal court determination that its assets include securities, the Sponsor may nevertheless decide to terminate the Fund, in order, if possible, to
liquidate the Fund's asscts while a liquid market still exists. As a result, if the SEC or a federal court were to determine that bitcoin is a security, it is likely that the value of the Shares of the Fund would decline significantly, and that the Fund itself would be terminated and, if
practical, its assets liquidated,

Competing industries may have more influence with policymakers than the digital asset industry, which could lead to the adoption of laws and regulations that are harmful to the digital asset industry.

The digital asset industry is relatively new and does not have the same access to policymakers and lobbying organizations in many jurisdictions compared to industries with which digital assets may be seen to compete, such as banking, payments aml consumer finance.
Competitors from other, more established industries may have greater access to and with gov officials and and may be inf ding these poli that digital assets require hei, levels of to the
regulation of traditional financial services, As a result, new laws and regulations may be proposed and adopied in the United States and elsewhere, or existing laws and regulations may be interpreted in new ways, that disfavor or impose compliance hurdens on the digital asset
industry or crypto asset platforms, which could adversely impact the value of bitcoin and therefore the value of the Shares,

Regulatory changes or actions in foreign jurisdictions may affect the value of the Shares or restrict the use of one or more digital assers, mining activity or the operation of their networks or the Digital Asset Exchange Market in @ manner that adversely affects the value
af the Shares.

Various foreign jurisdictions have, and may continue o adopt laws, regulations or directives that affect digital asset networks {including the Bitcoin network), the digital asset markets (including the bitcoin market), and their users, particularly digital asset exchanges and service
providers that fall within such jurisdictions’ regulatory scope. For example, if China or other foreign jurisdictions were to ban or otherwise restrict manufacturers® ability to produce or sell semiconductors or hard drives in connection with bitcoin mining, it would have a
material adverse effect on digital asset networks (including the Bitcoin network), the digital asset market, and as a result, impact the value of the Shares.

A number of foreign purisdictions have recently taken regulatory action. au:ned ah:hgm] asset activities. China has made transacting in cryptocurrencies illegal for Chinese citizens in i China, and additional ions may follow. Both China and South Korea have
banned initial coin offerings entirely and in other juri; il g Canada, Singapore and Hong Kong, have opined that initial coin offerings may constinute securities offerings subject to local securities regulations. In May 2021, the Chinese government
announced renewed efforts to restrict crypocurrency trading and mining activities. Regulalurs in the Inner Mongolia and other regions of China have proposed regulations that would create penalties for engaged in cryp mining activities
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and introduce heightened encrgy saving requirements on industrial parks, data centers and pnwu plants i icity to miners. The United Kingdom’s Financial Conduet 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 they are “ill-suited” to retail mwsmrs citing extreme volatility, valuation challenges and association with financial crime,

Foreign laws, regulations or directives may conflict with those of the United States and may negatively impact the acceptance of one or more digital assets by users, merchants and service providers outside the United States and may therefore impede the growth or sustainability
of the digital asset econcmy in the European Union, China, Japan, Russia and the United States and globally, or otherwise negatively affect the value of bitcein, The effect of any future regulatory change on the Fund or bitcoin is impossible to predict, but such change could be
substantial and adverse to the Fund and the value of the Shares.

Furthermore, legal claims have been filed in the United Kingdom by an entity associated with an individual named Craig Wright. The entity alleges that the private keys to bitcoin purportedly worth several billion dollars were rendered inaccessible o it in a hack, and advances
a series of novel legal theories in support of its request that the court compel certain core developers associated with the Bitcoin network to either somehow transfer the bitcoin out of the bitcoin address to which the entity no longer can access the private keys to a new bitcoin
address that it currently does control, or alternatively amend the source code to the Bitcoin network itself to restore its access to the stranded bitcoin. In 2022, the High Court dismissed the claims, finding that the entity had not established a serious issue to be tried. However, in
February 2023, the Court of Appeals unanimeously overruled the High Count's decision, holding that there was a serious issue to be tried. If a court decides to grant the relief requested, it is possible that wide-ranging and fundamental changes 1o the source code, operations, and
governance of, and basic principles underlying, the Bitcoin network might be required, and a loss of public confidence in the Bitcoin network could result. Alternatively, bitcoin could face obstacles to use or in the United Kingdom, which could reduce adoption. Courts in other
Jjurisdictions could take similar positions. These or other possible outcomnes could lead to a decrease in the value of biteoin, which could negatively impact the value of the Shares.

If regulators or public utilities take actions that restrict or otherwise impact mining activities, there may be a signij decline in such activities, which could adh {v affect the Bitcoin network and the value of the Shares.

Concerns have been raised about the electricity required 1o secure and maintain digital asset networks, For example, as of December 31, 2022, approximately 245 million tera hashes are performed every second in connection with mining on the Bitcoin network. Although
measuring the electricity consumed by this process 15 difficult because these operations are performed by various machines with varying levels of efficiency, the process consumes a significant amount of energy. The operations of the Bitcoin network and other digital asset
nerworks may also consume significant amounts of energy. Further, in addition to the direct energy costs of performing caleulations on any given digital asset network, there are indirect costs that impact a network’s total energy consumption, including the costs of cooling the
machines that nerfarm these caleulations.



Drriven by concerns around energy consumption and the impact on public utility companies, various states and cities have impl d, or are dering impl moramrmms an mining activity in their j A d in mining activity as a result
of such actions could adversely affect the security of the Bitcoin network by making it easier for a malicious actor or botnet to ipulate the relevant blockchai “—Ifa actor or botnet obtains control of more lhan 5% of the processing power on the Bitcoin
network, or otherwise obtains control over the Bitcoin network through its influence over core developers or otherwise, such actor or botnet could i the relevant ‘hain to affect the value of the Shares or the ability of the Fund to operate.™ If regulators

or public utilitics take action that restricts or otherwise impacts mining activities, such actions could result in decreased security of a digital asset network, inchuding the Bitcoin network, and consequently adversely impact the value of the Shares.

If regulators subject the Fund or the Sponsor to regulation as o money service business or money transmitter, this could resuit in extraordinary expenses to the Fund or the Sponser and also result in decreased liguidity for the Shares.

To the extent that the activities of the Fund or the Sponsor cause it to be deemed an MSB under the regulations promulgated by FinCEN, the Fund or the Sponsor may be required to comply with FinCEN regulations, make certain reports to FinCEN and maintain certain
records. Similarty, the activities of the Fund or the Sponsor may require it to he licensed as a money transmitter or as a digital asset business, such as under the New York State Department of Financial Services’ BitLicense regulation.

Such additional regulatory obligations may cause the Fund or the Sponsor to incur extraordmary expenses. If the Fund Drﬂm Sponsor decided to scck th: mqu:rcd licenses, there 15 no guarantee that they will timely receive them. The Sponsor may decide to discontinue and
wind up the Fund. A dissolution of the Trust in response to the changed regulatory circumstances may be at a time that is disad to the Sharch

Additionally, to the extent the Fund or the Sponsor is found to have operated without appropriate state or federal licenses, it may be subject to 1 igati iministrative or court i and civil or criminal monetary fines and penalties, all of which would harm the
reputation of the Fund or the Sponsor, and have & material adverse effect on the price of the Shares,

Regulatory changes or interpretations could obligate the Fund or the Sponsor to register and comply with new i Iting in ially inary, ing to the Fund.

Current and future federal or state legislation, CFTC and SEC rulemaking and other regulatory developments may impact the manner in which Bitcoins are treated. In particular, bitcoin may be classified by the CFTC as a “commodity interest” under the CEA or miy be
classified by the SEC as a “secunity” under U.S. federal securitics laws. The Sponsor and the Fund cannot be certain as to how future regulatory will impact the of bitcoins under the law. In the face of such the required regi
compliance steps may result in extraordinary, nonrecurving expenses to the Fund. If the Sponsor decides to terminate the Fund in response to the changed regulatory circumstances, the Fund may be terminated or liquidated at a time that is disadvantageous to Sharcholders.

To the extent that bitcoin is deemed to fall within the definition of & “commeodity interest™ under the CEA, the Fund and the Sponsor may be subject to additional regulation under the CEA and CFTC regulations. The Sponsor may be required to register as a commodity pool
operator or commadity trading adviser with the CFTC and become @ member of the National Futures Association ("NFA™) and may be subject to additional regulatory requirements with respect to the Fund, including disclosure and reporting requirements, These additional
requirements may result in extraordinary, recurring and/or nonrecurring expenses of the Fund, thereby materially and adversely impacting the Shares. If the Sponsor determines it is not feasible or desirable to comply with such additional regulatory and registration
requirements, the Sponsor will likely terminate the Fund. Any such termination could result in the liguidation of the Fund’s bitcoins at a time that is disadvantageous to Sharcholders.

To the extent that bitcoin is deemed to fall within the definition of a security under .8, federal securities laws, the Fund, the Trustee and the Sponsor may be subject 1o additional i under the I Company Act and the Sponsor may be required to register as
an investment adviser under the Investment Advisers Act. Such iti; iom may result in dinary, recurring and/or non-recurring expenses of the Fund, thereby materially and adversely impacting the Shares. If the Sponsor determines it is not feasible or
desirable to comply with such additional regulatory and registrati i the Sponsor will likely terminate the Fund. Any such termination could result in the liquidation of the Fund's bitcoins at a time that is disadvantageous to Shareholders,

The SEC has recently proposed amendments to the custody rules under Rule 406{4)-2 of the Investment Advisers Act. The proposed rule changes would amend the definition of a “qualified custodian™ under Rule 206(4)-2(d){6) and expand the current custody rule in 406(4)-2
o cover all digital assets, including biteoin, and related advisory activities. If enacted as proposed, these rules would likely impese additional regulatory requirements with respect to the custody and storage of digital assets, includi.ns bitcoin. The Sponsor is studying the i]llpaﬂ
that auch mdmms may have on the Fund and its arrangements with the Bitcoin Custodian and Prime Broker. [t is possible that such amendments, if adopted, could prevent the Bitcoin Custodian and Prime Broker from serving as service providers to the Fund, or require

ions to existing under the Custody Agreement and Prime Broker Agreement, which could cause the Fund to bear potentially significant increased costs. If the Sponsor is unable to make such modifications or appoint successor
servlce promders to fill the roles that the

Ritcoin Custodian and Prime Broker currently play, the Fund's operations (including in relation to creations and redemptions of Creation Units and the holding of hitcoin) could be negatively affected, the Fund could be terminated (including at a time that is potentially
disadvantageous to Shareholders), and the value of the Shares or an investment in the Fund could be affected.

Further, the proposed amendments could have a severe negative impact on the price of bitcoin and therefore the value of the Shares if enacted, by, among other things, making it more difficult for investors to gain access to bilcoin, or causing cerlain holders of bitcoin o sell
their holdings.

The treatment of the Fund for US. federal income fax purposes is uncertain,

The Sponsor intends to take the position that the Fund is properly treated as a grantor trust for U8, federal income tax purposes. Assuming that the Fund is a grantor trust, the Fund will not be subject to U.S. federal income tax. Rather, if the Fund is a grantor trust, each
beneficial owner of Shares will be treated as direcily owning its pro rata share of the Fund's assets and a pro rata pertion of the Fund's income, gain, losses and deductions will “flow through™ to each beneficial owner of Shares,

The Fund has taken certzin positions with respeet to the tax consequences of Incidental Rights and its receipt of IR Virtual Currency. If the IRS were to disagree with, and successfully challenge any of these positions the Fund might not qualify as a grantor trust.

Because of the evolving nature of digital currencies, it 15 not possible to predict potential future developments that may arise with respect to digital currencies, including forks, airdrops and other similar oecurrences. Assuming that the Fund 15 currently a grantor trust for U.S.
federal income tax purposes, certain future developments could render it impossible, or impracticable, for the Fund to continue to be treated as a grantor trust for such purposes,

If the Fund 15 not properly classified as a grantor trust, the Fund might be classified as a partnership for U.S. federal income tax purposes. However, due to the uncertai treatment of digital currency for ULS. federal income tax purposes, future developments regarding the
treatment of digital currency for U.S. federal income tax purposes could adversely affect the value of the Shares, If the Fund were classified as a parmership for US. federal income tax purposes, the tax consequences of owning Shares generally would not be materially different
froan the tax consequences described herein, although there might be certain differences, including with respect to timing of the recognition of taxable income or loss and (in certain c:rcums:ances) withholding taxes, In addition, tax information reports provided to beneficial
owners of Shares would be made in a different form. If the Fund were not classified as either a grantor trust or o partnership for US. federal income tax purposes, it g Iy would be ified as a ton for such purposes. If it were treated as a corporation, the Fund
would be subject to entity-level ULS, federal income tax (currently at the rate of 21%), plus possible state and/or local taxes, on its net taxable income, and certain distributions made by the Fund to Sharcholders would he treated as taxable dividends to the extent of the Fund's
current and accumulated eamnings and profits. Any such dividend distributed 1o a beneficial owner of Shares that is a non-1U.8. person for U.S. federal mcome tax purposes generally would be subject to ULS. federal withholding tax at a rate of 30% (or such lower rate as
provided in an applicable tax treaty).

The treatment of digital currency for U.S, federal income tax purposes is uncertain.

Assuming that the Fund is properly treated as a grantor trust for U8, federal income tax purposes, each beneficial owner of Shares will be treated for 1.5, federal income tax purposes as the owner of an undivided interest in the Bitcoin (and, if applicable, any Incidental Rights
and/or TR Virtual Currency) held in the Fund. Due to the new and evolving nature of digital currencies and the absence of comprehensive guidance with respect to digital currencies, many significant aspects of the 115, federal income tax treatment of digital currency are
uncertain.

In 2014, the Internal Revenue Service (“IRS") released a notice (the “Notice™) discussing certain aspects of “convertible virual currency™ (that is, digital currency that has an equivalent value in fiat currency or that acts as a substitute for fiat currency) for U.S. federal income
tax purpeses and, in particular, stating that such digital currency (i) is “property” (ii) is not “currency”™ for purposes of the rules relating to foreign currency gain or loss and (iii) may be held as a capital asset. In 2019, the IRS released a revenue ruling and a set of *Frequently
Asked Questions™ (the
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“Ruling & FA(s") that provide some add, guidance, includ id, to the effect that, under certain circumstances, hard forks of digital currencies are taxahlc events giving rise to ordinary meome and guidance with respect to the determination of the tax basis of
digital currency. However, the Notice and the Ruling & FAQs do not addmss other significant aspects of the U5, federal income tax of digital , although the Ruling & FAQs address the treasment of hard forks, there continues to be uncertainty
with respect to the timing and amount of the income inclusions,

Future developments that may arise with respect to digital currencies may increase the uncertainty with respect to the treatment of digital currencies for 1.5, federal income tax purposes. For example, the Notice addresses only digital currency that is “convertible virtual
currency,” and it is conceivable that, as a result of a fork, airdrop or similar occurrence, the Fund will hold certain types of digital currency that are not within the scope of the Notice.

There can be no assurance that the TRS will not alter its position with respect to digital currencies in the future or that a court would up&mld the treatment set forth in the Notice and the Ruling & FAQs. Tt is alse unclear what additional guid an the of digital
currencies for U.S, federal income tax purposes may be issued in the future. Any future guidance on the treatment of digital currencies for ULS. federal income tax purposes could increase the expenses of the Fund and could have an nd\'cm: effect on the prices of digital
currencies, including on the price of bitcoin in the digital asset markets. As a result, any such future guidance could have an adverse effect on the value of the Shares.

Shareholders are urged to consult their tax advisers regarding the tax consequences of owning and dispesing of Shares and digital currencies in general,

Furure develap ding the af digital +y for UK. federal income tax purposes could adversely affect the value of the Shares.

As discussed above, many significant aspects of the U.S. federal income tax treatment of digital currency, such as biteoin, are uncertain, and it is unclear what guidance on the treatment of digital currency for U.S. federal income tax purposes may be issued in the future. It is
possible that any such guidance would have an adverse effect on the prices of digital currency, including on the price of bitcoin in digital asset exchanges, and therefore may have an adverse effect on the value of the Shares.

Because of the evelving nature of digital currencies, it is not pes!lb]c l.o predict potential future developments that may arise with respect to digital currencies, including forks, airdrops and similar occurrences. Such developments may increase the uncertainty with respect to the
treatment of digital currencies for U.S, federal income tax purp -, cerlain future devel could render it impossible, or impracticable, for the Fund 1o continue 1o be treated as a grantor trust for U.S, federal income tax purposes,

Future in the of digital Jor tax

T other than US. federal income tax purposes could adversely affect the value af the Shares.

The taxing authorities of certain states, meluding New York, (1) have announced that they will follow the Notice with respect to the treatment of digital currencies for state income tax purposes and/or (i) have issued guidance exempting the purchase and/or sale of digital
currencies for fiat currency from state sales tax. Other states have not issued any guidance on these points, and could take different positions (e.g., imposing sales taxes on purchases and sales of digital currencies for fiat currency), and states that have issued guidance on their
tax treatment of digital currencies could update orchangc thelr tax treatment of digital currencies, It is unclear what further guidance on the treatment of digital currencies I’or state or Tocal tax . purpases may be issued in the future, A state or local government authority's
treatment of bitcoin may have negative the imposition of a greater tax burden on investors m bitcoin or the imposition of a greater cost on the and di ition of bitcoin 11

The treatment of digital currencies for tax purposes by nen-U.S, jurisdictions may differ from the treatment of digital currencies for U8, federal, state or local tax purposes. It is possible, for example, that a noa-U S, jurisdiction would impose sales tax er value-added 1ax on
purchases and sales of digital currencies for fiat currency. I a foreign jurisdiction with a significant share of the market of Bitcoin users imposes onerous tax burdens on digital currency
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users, or impeses sales or value-added tax on purchases and sales of digital currency for fiat currency, such actions could result in decreased demand for Bitcoin in such jurisdiction,

Any future guid: on the of digital ies for state, local or non-1.5. tax purposes could increase the expenses of the Fund and could have an adverse effect on the prices of digital currencies, including on the price of bitcoin in digital asset exchanges. As a
result, any such future guidance could have an adverse effect on the value of the Shares.,

A LS. Tax-Exempt Shareholder may g business taxable income” a consequence af an investment in Shares.

Under the puidance provided in the Ruling & FAQs, hard forks, airdrops and similar oceurrences with respect to digital currencies will under certain circumstances be treated as taxable events giving rise to ordinary income. In the absence of guidance to the contrary, it 15
possible that any such income recognized by a U.S. Tax-Exempt Sharcholder (as defined under *U.S. Federal Income Tax C " below) would i business taxahle income” ("UBTI™). Tax-cxempt Sharcholders should consult their tax advisers
regarding whether such Shareholder may gnize UBTI as & ofan i in Shares.




Shareholders could incur a tax lability without an associgted distribution of the Fund.

In the normal course of business, it is possible that the Fund could incur a taxable gain in connection with the sale of bitcoin (such as sa]ca of bitcoin to obtain fiat currency with which to pay the Sponsor's Fee or Fund expenses, and including deemed sales of bitcoin as a result
of the Fund using bitcoin to pay the Sponsor’s Fee or its expenses) that is otherwise not iated with a distribution to Sk holders may be subject to tax due to the grantor trust stams of the Fund even though there is not a corresponding distribution from the
Fund.

A hard “fork” of the Bitcoin blockchain cowld result in Shareholders i ing o tax Hability.

If & hard fork occurs in the Bitcomn blockehain, the Fund could hold both the ongmal bitcomn and the alternative new bitcoin. The IRS has held that a hard fork resulting in the creation of new units of cryptocurrency is a taxable event giving nise to ordinary income. Moreover, if
such an event occurs, the Declaration of Trust provides that the Sponsor shall have the discretion to determine whether the original or the alternative asset shall constitute bitcoin. The Fund shall treat whichever asset the Sponsor determines is not bitcoin as Incidental Rights or
IR Virtual Currency. The Sponsor could determine, in its sole discretion, to take action to claim such Incidental Rights or IR Virtual Currency, including selling Incidental Rights and/or IR Virtual Currency and distributing the cash proceeds to Sharcholders, or distributing
Incidental Rights and'or IR Virtual Currency in-kind to the Sharcholders or to an agent acting on behalf of the Sharcholders for sale by such agent.

The Ruling & FAQs do not address whether income recognized by a non-ULS. person as a result of a fork, airdrop or similar occurrence could be subject to the 30% withholding tax impesed on U.S.-source “fixed or determinable anmual or periodical” income. Non-1.5.
Shareholders (as defined under “U.S. Federal Income Tax Conseguences” below) should assume that, in the absence of guidance, a withholding agent {including the Sponsor) 1s likely to withhold 30% of any such meome rzed by a Non-US. Shareholder in respect of its
Shares, including by deducting such withheld amounts from proceeds that such Non-U.5. Sharcholder would otherwise be entitled to receive in connection with a distribution of Tncidental Rights or TR Virtual Currency,

The receipt, distribution and/or sale of the alternative bitcoin may cause Sharcholders to incur a United States federal, state, and/or local, or non-ULS., tax liability. Any tax liability could adversely impact an investment in the Shares and may require Sharcholders to prepare and
file tax returns they would not otherwise be required to prepare and file.

Risk Factors Related to Potential Conflicts of Interest

Potential conflicts of Interest may arise among the Sponsor or its affiliates and the Fund. The Sponsor and its affiliates have no flduciary dutles to the Fund or its Shareholders other than as provided in the Declaration of Trust, which may permit them to favor their own
interests to the detriment of the Fund and its Sharcholders.

The Sponsor will manage the affairs of the Fund, Conflicts of interest may arise among the Sponsor and its affiliates, on the one hand, and the Fund and its Sharcholders, on the other hand. As a result of these conflicts, the Sponsor may favor its own interests and the interests of
its affiliates over the Fund and its Sharcholders. These potential conflicts include, among others, the following:

® the Sponsor has no fiduciary duties to, and is allowed to take into account the interests of parties other than, the Fund and its Sharcholders in resolving conflicts of interest, provided the Sponsar does not act in bad faith;

the Trust has agreed to indemnify the Sponsor, the Trustee and their respective affiliates pursuant to the Declaration of Trust;

the Sponsor is responsible for allocating its own limited resources among different clients and potential future business ventures, to each of which it may owe fduciary duties;

#  the Sponsor and its staff also service affiliates of the Sponsor, and may also service other digital asset investment vehicles, and their respective clients and cannet devote all of its, or their, respective time or 1o the of the affairs of the Fund;
» the Spensor, its affiliates and their officers and emy are not prohibited from engaging in other busi or activitics, i ing those that might be in direct competition with the Fund;
#»  affiliates of the Sponser may start to have sul ial direct i in bitcoin, stablecoins (such as USDC), or other digital assets or companies in the digital assets ecosystem that they are permitted to manage taking into account their own interests without regard 1o
the interests of the Fund or its and any i . d or other changes in such investments could affect the Index price and, in tumn, the value of the Shares;
» the Sponsor decides whether to retam separate counsel, accountants or others to perform services for the Fund; and
® the Sponsor may appoint an agent to act on behalf of the Shareholders, including in ion with the distribution of any Incidental Rights and/or IR Virtual Currency, which agent may be the Sponsor or an affiliate of the Sponsor,
By ing the Shares, Sharcholders agree and consent to the provisi set forth in the D iom of Trust.
Shareholders cannot be assured of the Sponsor’s i services, the di i of which may be detrimental to the Fund.
Shareholders cannot be assured that the Sponsor will be willing or able to continue to serve as sponsor to the Fund for any length of time, If the Sponsor discontinues its activities on behalf of the Fund and a substitute sponsor is not appointed, the Fund will i and
liquidate its bitcoins.
Appointment of a substitute sponsor will not g the Fund's inued | or ctherwise. Because a substitute sponsor may have no experience managing a digital asset financial vehicle, a substitute sponsor may not have the experience, knowledge or

expertise required to ensure that the Fund W|Il operate successfully or uum:mu: to operate at all. Therefore, the appointment of a substitute sponsor may not necessanly be beneficial to the Fund and the Fund may terminate.
Although the Ritcoin Custodian is a fiduciary with respect to the Fand's assets, it could rexign or be removed by the Sponsor, which may trigger early dissolution of the Fumnd,

The Bitcoin Custodian is a fiduciary under § 100 of the New York Banking Law and a qualified custodian for purposes of Rule 206(4)- 2(dN6) under the Advisers Act and is licensed to custody the Fund’s bitcoins in trust on
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the Fund’s behalf. However, the Bitcoin Custodian may i i :hc Custodian A for cause at any time, and the Bitcomn Custodian can terminate the Custodian Agreement for any reason upon providing the applicable notice provided under the Custodian Agreement.
1f the Biteoin Custodian resigns, is removed, or is prohi by apr Law or ion to act as dian, and no ian has been the Sponsor may dissolve the Fund in accordance with the terms of the Declaration of Trust.

Shareholders may be adversely affected by the lack of ir fent advisers rep g in the Fund.

The Sponsor has consulied with counsel, accountants and other advisers ding the f ion and operation of the Fund. No counsel was appointed to represent investors in connection with the formation of the Fund or the establishment of the terms of the Declaration of

Trust and the Shares. Morcover, no counsel has been appointed to represent an investor in connection with the offering of the Shares. Accordingly, an mvestor should consult his, her or its own legal, tax and financial advisers regarding the desirability of the value of the Shares,
Lack of such consultation may lead to an undesirable investment decision with respect to investment in the Shares,

Shareholders and Authorized Partici| lack the right under the Custodian Agreement to assert claimy directly against the Bircoin Custodian, which significantly limits their options for recourse.

Meither the Shareholders nor any Authorized Participant have a right under the Custodian Agreement to assert a claim against the Bitcoin Custodian, Claims under the Custodian Agreement may only be asserted by the Sponsor on behalf of the Fund.

Risk Factors Related to ERISA

In General,

Motwith ling the il ble efforts of the Sponsor, it is possible that the underlying assets of the Fund will be deemed to incliede “plan assets” for the purposes of Title | of ERISA or Section 4975 of the Code. If the assets of the Fund were deemed 1o be “plan
asgets,” this could result in, among other uunp (i} the applmaum of the prudence and other fiduciary standards of ERISA to investments made by the Fund and (ii) the possibility that certain transzctions in which the Fund might otherwise seck to engage in the ordinary course
of its business and ion could ions™ under Section 406 of ERISA and'or Section 4975 of the Code, which could restrict the Fund from entering into an otherwise desirable investroent or from entering into an otherwise favorahle

transaction. In ml.dlm:ln fiduciaries whe decide to inwv esl in llw: Fund could, under certain circumstances, be liable for “prohibited ransactions” or other violations as a result of their investment in the Fund or as co-fiduciaries for actions taken by or on behalf of the Fund or the
Sponsor. There may be other federal, state, local, non-1U.8. law or regulation that contains one or more provisions that are similar to the foregoing provisions of ERISA and the Code that may also apply to an investment in the Fund.

Party in Interest/Thisqualified Person

The Sponsor or ene or more of its affiliates may be a party in interest or a disqualified person with respect to one or more Benefit Plan Investors considering an investment in the Fund, To the extent the Sponsor’s or an affiliate’s expected initial ownership interest of 50% or
more of the Fund, the Fund would be a Party in Interest to any Benefit Plan Investor with respect to which the Sponsor or an affiliate is a party in mtml ora dlsquzllﬁﬂl W!Dl\ Thcn:ﬁ:lm the purchase by any such Benefit Plan Investor in the Fund would be prohibited under
ERISA and/or Section 4975 of the Code absent an exemption. Fiduciaries of Benefit Plan Investors should consider whether a purchase of interests ion under ERISA and/or Section 4975 of the Code. Available exemptions from the
prohibited transaction rules of ERISA and the Code include PTCE B4-14, PTCE 90-1, PTCE 91-38, PTCE 93-60, PTCE 26-23, and Section 408(b)(17) of ERISA(:md the wmpoudmg provisions of Section 4975(d)20) of the Code).

The of ERISA the of the Code and other relevant laws) may be complex and dep upon the parti Tacts and ci of the Fund and of each Plan, and it is the responsibility of the appropriate
Mﬂvlm of each investing Plan to ensure that any Inveslment in the

8
Fund by such Plan is i with all i Each + whether or not subject to Title I of ERISA or Section 4975 of the Code, should consult its own legal and other advisors regarding the considerations discussed above and all

other relevant ERISA and other hefore p the Shares.
USE OF PROCEEDS

Proceeds n:cewud by the Fund from the issuance and sale of Creation Units, including the Seed Creation Creation Units issued to the Initial AP, consist of bitcoin deposits. Such deposits are held by the Bitcoin Custodian or Prime Broker on behalf of the Fund until (1) delivered
o F in ion with ions of Creation Units or (2) sold to pay fees due to the Sponsor and Fund expenses and lisbilitics not assumed by the Sponsor. Sce "Business of the Trust—Fund Expenses.”

OVERVIEW OF THE BITCOIN INDUSTRY

Introduction

Bitcoin is a digital asset that is created and itted through the operations of the peer-to-peer Bitcoin network, a d lized network of comp that operates on erypiographic protocels, No single entity owns or operates the Bitcoin network, the infrastructure of which
15 collectively maintamed by its user base. The Bitcoin network allows people to exchange tokens of value, called bitcoin, w]mll arc mcun:lud on a public transaction ledger known as the Bitcoin blockehain. Bitcoin can be used to pay for goods and services, or it can be
converted to fiat currencics, such as the 1.8, dollar, at rates determined on bitcoin exchanges that enable trading in bitcoin or in individ Tl 4 i i under a harter system.

The Bitcoin network is | ! d to be d lized and does not require governmental authorities or financial institution mlcrmcdlancs o matm Imummt or determine the value of bitcom. Rather, bitcoin 1s created and allocated by the Biteoin network protocol
through a “mining” process. The value of bitcoin is determined by the supply of and demand for bitcoin on biteoin or in private end-us

MNew bitcoin are created and rewarded to the miners of a block in the Bitcoin blockchain for verifying i The Bitcoin blockchain is a shared database that includes all blocks that have been su]vtd by miners and it is updated to include new blocks as they are solved.
Each hitcoin transaction is broadeast to the Bitcoin network and, when included in a Block, recorded in the Biteoin blockchain. As cach new block records ing biteoin i and ions are seftled and validated through such ding, the Bitcoin
blockehain rep a ipl p and unbroken history of all transactions of the Bitcoin network.

History of Biteoin



The Bitcoin network was mitially contemnplated in a white paper that also deseribed bitcoin and the operating software to govern the Biteoin network. The white paper was purportedly authored by Satoshi Nakamoto. However, no individual with that name has been reliably
identified as hitcoin’s creator, and the general consensus is that the name is a pseudonym for the actual inventor or inventors. The first bitcoins were created in 2009 after Nakamoto released the Biteoin network source code (the software and protocol that created and launched
the Biteoin network). The Bitcoin network has been under active development since that time by a loose group of software developers who have come 1o be known as core developers,

Overview of Bitcoin Network Operations

In order to own, transfer or use bitcoin directly on the Bitcoin network (as opposed to through an i liary, such as an exch 4 person g Uy must have internet aceess to connect to the Bitcoin network. Bitcoin transactions may be made directly between end-users
without the need for a third-party intermediary. To prevent the possibility of double-spending bmoln. auser must notify the B:twln nerwork of the ion by broad g the ion data to its network peers, The Bitcoin network provides confirmation against double-
spending by memaorializing every transaction in the Bitcoin blockchain, which is publicly e and This n and
b
against double-spending is plished through the Bitcoin network mining process, which adds “blocks™ of data, i ing recent ion i iom, to the Bitcoin

Overview of Bitcoin Transfers

Prior to engaging in bitcoin transactions directly on the Bitcoin network, & user generally must first install on its computer or mobile device a Bitcoin network software program that will allew the user to generate a private and public key pair associated with a bitcoin address
commaonly referred to as a “wallet.” The Bitcoin network software program and the bitcomn address also cnable the user to connect to the Bitcoin network and transfer biteoin to, and receive bitcoin from, other users,

Each Bitcoin network address, or waller, is associated with a unique “public key"” and “private key™ pair. To receive bitcoin, the bitcoin recipient must provide its public key to the party initiating the ransfer. This activity is analogous w a recipient for a transaction in U5,
dollars providing a routing address in wire instructions to the payer so that cash may be wired to the recipient’s account. The payor approves the transfer to the address provided by the recipient by “signing” a transaction that consists of the recipient’s public key with the private
key of the address from where the payor is transferring the bitcoin. The recipient, however, does not make public or provide to the sender its related private key.

Meither the recipient nor the sender reveals 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 private key, the user may permanently lose access to the bitcoin contaimed in the
associated address. Likewise, bitcoin is irretrievably lost if the private key associated with them is deleted and no backup has been made, When sending bitcoin, a user’s Bitcoin network software program must validate the transaction with the associated private key, The
resulting digitally validated transaction is sent by the user's Bitcoin network software program to the Bitcoin network to allow transaction confirmation.

Some bitcoin ducted "off-blockchain™ and are therefore not recorded in the Bitcoin blockehain, Some “off-blockchai i |m'o]vc thc wanafc.r ofoomml aver, oF ownership of, a specific digital wallet holding bitcoin or the reallocation of ownership
utft.crhun bll&.mn ina dig:lal wu[lel containing assets owned by multiple persons, such asa digital \wl]el maintained by a digital assets exct In cor which are publicly recorded on the Bitcoin blockchain, information and data regarding

|y not publicly available. Therefore, off- are not truly bitcoin transactions in that they do n mvnlve the transfer of transaction data on the Bitcoin network and do not reflect a movement of biteoin between
adrhcsscs recorded in the Bm:om blockehain, For these reasons, off-blockchain transactions are subject to risks as any such transfer of bitcoin ownership is not protected by the protocol behind the Biteoin network or recorded in, and validated through, the Blockchain
mechanism.

Summary of a Bitcoin Transaction

In a bitcoin transaction directly on the Bitcoin network between two parties {as oppesed to through an i iary, such as an ora ian), the i must initially be in place: (i) the party seeking to send bitcoin must have a Biteoin network.
public key, and the Bitcoin network must recognize that public key as having sufficient bitcoin for the fon; (i) the iving party must have 2 Bitcoin nenmrk public key; and (iii) the spending party must have internet access with which 1o send its spending transaction,

The receiving party must provide the spending party with its public key and allow the Bitcoin blockchain to record the sending of bitcoin to that public key. After the provision of a recipient’s Bitcom network public key, the spending party must enter the address into its Bitcoin
network sofiware program along with the number of biteein to be sent. The number of bitcoin 1o be sent will typically be agreed upon between the two parties based on a set number of bitcoin or an agreed upon conversion of the value of fiat currency to bitcoin, Since every
computation on the Bitcoin network reguires the payment of bitcoin, including verification and memorialization of bitcoin transfers, there is a transaction fiee involved with the ransfer, which is based on computation complexity and not on the value of the ransfer and is paid
by the payor with a fractional number of bitcoin.

After the entry of the Bitcoin network address, the number of Bitcoin to be sent and the transaction fees, if any, to be paid, will be itted by the spending party, The ission of the spending transaction resulis in the creation of a data packet by the spending party’s
Bitcoin network software program, which is transmitted onto the decentralized Bitcoin network, resulting in the distribution of the information among the software programs of users across the Bitcoin network for eventual inclusion in the Bitcoin blockchain,

As discussed in greater detail below in “—Creation of & New Bitcoin,” Bitcoin network miners record transactions when they solve for and add blocks of information to the Bitcoin blockehain, When a miner solves for a block, it creates that block, which includes data relating
tor (i) the solution to the block, {ii) a reference to the pnm' block in the Bl‘wm kal:.kl.ham to which the new block is being added and {iii) transactions that have oceurred but have not yet been added to the Bitcoin blockchain. The miner becomes aware of outstanding,
unrecorded transactions through the data packet and abaove.

Upon the addition of a block included in the Bitcoin blockchain, the Bitcoin network wﬁwm program of both the spending party and the iving party will show 1on of the ion on the Bitcoin blockchain and reflect an adjustment to the bitcoin balance in
each party’s Bitcoin network public key, ing the bitcoin ion. Onee a is i on the Bitcoin blockchain, it is irreversible.
Creation of a New Bitcoin

Mew bitcoins are crepted through the mining process as discussed below,

The Bitcoin network is kept ranning by computers all over the world. In order to incentivize those who incur the computational costs of securing the network by validating transactions, there is a reward that is given to the computer that was able to create the latest block on the
chain. Every 10 minutes, on average, a new block is added to the Bitcoin blockehain with the latest transactions processed by the network, and the computer that generated this block is currently awarded 6,25 bitcoin. Due to the nature of the algorithm for block generation, this
process {generating a “proof-of-work™) is random. Owver time, rewards are expected to be propertionate to the computational power of cach machine.

The process by which bitcoin is “mined” results in new blocks being added to the Bitcoin blockehain and new bitcoin tokens being issued to the miners. Computers on the Bitcoin network engage in a set of p ihed complex math ical calculations in order to add a block
to the Bitcoin blockchain and thereby confirm bitcoin transactions included in that block's data,

To begin mining, a user can download and run Bitcoin network mining software, which turns the user's computer into a “node” on the Bitcoin network that validates blocks. Each block contains the details of some or all of the most recent tons that ane not
m prior blocks, as well as a record of the award of bitcomn to the miner who added the new block. Each unique block can be solved and added to the Bitcoin blockchain by only one miner. Therefore, all individual miners and mining pools on the Bitcoin network are engaged in
a competitive process of constantly increasing their computing power to improve their likelihood of solving for new hlocks, As more miners join the Bitcoin network and its processing power increases, the Bitcoin network adjusts the complexity of the block-solving equation to
maintain & predetermined pace of adding a new block to the Bitcoin blockchain approximately every fen minutes. A miner's proposed block is added to the Bitcoin Blockchain ence a majority of the nodes on the Bitcoin network confirms the miner's work. Miners that are
successful in adding 2 block to the Bitcoin blockehain are automatically awarded Bitcoin for their effort and may also receive ion fees paid by i whose ions are recorded in the block. This reward system is the method by which new bitcoin enter into
circulation to the public.

The Bitcoin network is designed in such a way that the reward for adding new blocks to the Biteoin hlockchain decreases over time. Once new biteoin tokens are no longer awarded for adding a new block, miners will only have transaction fees to incentivize them, and as a
result, it is expected that miners will need to be better comp d with higher ion fees to ensure that there is adequate incentive for them to continue mining.

Limits on Biteoin Supply

L

Under the source code that govemns the Bitcoin network, the supply of new bitcoin is mathematically controlled so that the number of bitcoin grows at a limited rate pursuant to a pre-set schedule, The number of bitcoin awarded for solving a new block 1s automatically halved
after every 210,000 blocks are added to the Bitcoin blockchain, approximately every 4 years, Currently, the fixed reward for solving a new block is 6,25 bitcoin per hlocl: and this is cxpocwd o decrease by halfto become 3,125 bitcoin in approximately carly 2024. This
deliberately controlled mh. of bitcoin creation means that the number of bitcein in existence will increase at a controlled rate until the number of bitcoin in exi aches the p ined 21 million bitcoin, However, the 21 million supply cap could be changed in a hard
fork. For further 1 see “Risk Fact Risk Factors Related to Digital Assets—aA hard fork could change the source code to the Bitcoin network, Jmludmg the 21 u:u]hon bitcoin supply cap.” As of December 31, 2022, approxmately 19.3 million bitcoins were
outstanding and the date when the 21 million Bitcoin limitation will be reached is estimated to be the year 2140,

Moudifications to the Bitcoin Protocol

Bitcoin is an open source project with no official developer or group of developers that controls the Bitcoin network, However, the Bitcoin network's development is overseen by a core group of developers. The core developers are able to access, and can alter, the Bitcoin
network source code and, as a result, they are responsible for quasi-official releases of updates and other changes to the Elmcom network's source code. The release of updates to the Bitcoin network's source code does not guarantee that the updates will be automatically
adnpv:d Users and miners must accept any changes made to the bitcoin source code by dewnloading the p ion of the Bitcoin network's sowrce code. A modification of the Bitcoin network’s source code is effective only with respect to the bitcoin users and
miners that download it If 2 modification is accepted by only a percentage of users and miners, a division in the Bitcoin 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 a
division is known as a “fork.” Sec “Risk Factors—Risk Factors Related 1o Digital Asscts— A temporary or permanent “fork™ could adversely affect the value of the Shares ™ Consequently, as a practical matter, a modification to the source code becomes part of the Bitcoin
network only if accepted by participants collectively having most of the processing power on the Bitcoin network, There have heen several forks in the Bitcoin network, including bt not limited to, forks resulting in the creation of Bitcoin Cash (August 1, 2017), Bitcoin Gold
(October 24, 2017) and Bitcoin SegWit2X (December 28, 2017), among others.

Core development of the Bitcoin network source code has increasingly focused on modifications of the Bitcoin network protocol to increase speed and scalability and also allow for non-financial, next generation uses, For example, following the activation of S, d
Witness on the Bitcoin network, an alpha version of the Lightning Network was released. The Lightning, ‘(elwm‘k 15 an open-source decentralized network that enables instant off-Bitcoin blockchain transfers of the ownership of bitcoin w;lhou! the need of a Lmshed |l||nl party.
The system utilizes bidirectional payment channels that consist of multi-i Ome ion is needed to open a channel and another on-blockchain transaction can close the channel. Once a channel is open, value can be transferred inatantly
between parties, who are i m real biteoin ions without broadcasting therm to the Bitcoin network. New transactions will replace previous transactions and the counterparties will store ever)'thmg locally s long as the chaune] stays open (o increase

i ehput and reduce P 1 burden on the Bitcoin network. Other efforts ms,ludt: increased use of smart cunlrm.ls and distributed registers built into, built atop or pegged al ide the Bitcoin b The Fund's acti will not directly relate to such
projects, though such projects may utilize bitcoin as tokens for the facilitation of their fi ial uses, therehy ing demand for bitcoin and the utility of the Bitcoin network as a whole. Conversely, projects that operate and are built within the Bitcoin
blockehain may increase the data flow on the Bitcoin network and could either “bloat” the size of the Bitcoin bl.ockcham or slow confirmation times. At this time, such projects remain in early stages and have not been materially integrated into the Bitcoin blockehain or the
Bitcoin network.

Forms of Attack Against the Biteoin Network

All networked systems are vulnerable to various kinds of attacks. As with any computer network, the Bitcoin network contains certain flaws. For example, the Bitcoin network is currently vulnersbie to a #51% attack”™ where, if a mining pool were to gain control of more than
5% of the hash rate for a digital asset, a malicious actor would be

able to prevent new transactions from confirmation, and reverse new transactions that are completed while they are in control of the network, effectively enabling them to double-spend their bitcoins.

In addition, many digital asset networks have been subjected to a number of denial of service attacks, which has led to temporary delays in block creation and in the transfer of bitcoin. Any similar attacks on the Bitcoin network that impact the ability to transfer bitcoin could
have a material adverse effect on the price of bitcoin and the value of the Shares.

Market Participants

Miners



Miners are primarily professional mining operations that design and build dedicated machines and data centers, including mining pools, which are groups of miners that act cohesively and combine their processing to solve blocks. When a pool solves a new block, the pool
operator receives the bitcoin and, afier taking a nominal fee, splits the resulting reward among the pool particip based on the p ing power each of them contributed to solve for such block. Mining pools provide participants with access to smaller, but steadier and more
frequent, bitcoin payouts.

Irvestment and Speculative Sector

Thn slx:ln( uu:l\ldcs the mw:sl:rnmt and trading activities of both private and i inviestors and istorically, larger financial services institutions are publicly reporied to have limited involvement in investment and trading in digital assess, although the
p pe s b g to change,

Retail Sector

The retail sector includes users ing in direct peer-to-peer Bitcoin ions through the direct sending of bitcoin over the Bitcoin network, as well as users accessing bitcoin through digital assct exchanges. The retail sector also includes transactions in which
consumers pay for goods or services from ial or service busi through direct ions or third-party service providers.

Service Sector

This sector includes companies that provide a varety of services including the buying, selling, payment processing and storing of bitcoin. Bitstamp, Coinbase, Kraken and LMAX are some of the larger Bitcoin trading platforms by volume traded. [Coinbase Custody Trust
Company, LLC], the Bitcoin Custodian for the Fund, is a digital asset custodian that provides custodial accounts that store bitcoin for users. If the Bitcoin network grows in adoption, it is anticipated that service providers may expand the currently available range of services and
that additional parties will enter the service sector for the Bitcoin nerwork,

Competition

More than 10,000 other digital assets 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 transsctions. Some industry groups are also creating private, permissioned blockehain versions of digital asscts.

G Oversight, Though T ing, Remains Limited

As digital assets have grown in both popularity and markﬂ size, the LS, (‘m:grcss and a number of 1.8, federal and state agencies (including FinCEN, SEC, OCC, CFTC, FINRA, CFPR, the Department of Justice, the Department of Homeland Security, the Federal Bureay of
Investigation, the TRS and state financial insti have been the ions of digital asset networks, digital asset users and the digital asset exchange markets, with particular focus on the extent to which digital assets can be used to launder the proceeds
of illegal activities or fund

(1]
criminal or terrorist enterprises and the safety and of exch or other service-p that hold digital assels fior users. Many orﬂ:lr,sc state and federal agencies have issued consumer advisories regarding the risks posed hy digital ssscis to ||:|w:slms In addition,
federal and state agencics, and other countries have issued rules or guidance zhout the treatment of digital asset or reqy for engaged in digital asset activity. However, no US federal or state agency n pervisory
Jurisdiction over global or domestic markets for bitcoin.
Tn addition, the SEC, U5, state securities regulators and several foreign governments have issued wamings that certain digital assets or activities involving them, incleding, without limitation, those sold in TCOs, may be classified as securities and that both those digital assets

and 100 may be subject to securities regulations. On-going and future regulatory actions may alter, perhaps to a materially adverse extent, the nature of an investment in the Shares or the ability of the Fund to continue to operate. Additionally, U.5. state and federal, and
foreign regulators and ]cglslxmms have lakcn action against virtual currency businesses or enacted restrictive regimes in response to adverse publu:ny anmg from hacks, consumer harm, or criminal sctivity stemming from virtual currency activity. The U.S. Treasury
Dep has exp I concern reg g digital assets’ pomlai o be used to fund illicit activities and may aeek oy irnpl new gl djgllal asset activities 1o address these concemns, See “Risk Factors—Risk Faclms Relaudm the Regulatm-n of the
Fund and the Shares—Digital asset markets in the U5, exist in a state of regulatory uncertainty, and adverse legi or | could s ly harm the value of bitcoin or the Shares, such as by banning, i ar oneTous di or
prohibitions on the use of bitcoins, mining activity, digital wallets, the provision of services related to trading and umdymg l:ulm:lm1 the eperation of the Bitcoin network, or the digital asset markets generally.”

Various foreign jurisdictions have, and may continue to, in the near future, adopt laws, regulations or directives that may affect the Bitcoin network, digital asset exch und their users, icularly digital assel e:xdungﬁ and service providers that fall within such
Jurisdictions” regulatory scope. There remains significant uncertainty ing foreign go " future actions with respect to the regulation of digital assets and digital asset Such laws, ives may conflict with those of the United States and
may negatively impact the aceeptance of bitcoin by users, merchants and service pmwdus outside the United States and may therefore impede the growth or sustainability of the bitcoin economy in ﬂm;unsdmmns or globally, or otherwise negatively affect the value of
biteoin. The effect of any future regulatory change on the Fund or bitcoin is impossible to predict, but such change could be substantial and adverse to the Fund and the value of the Shares.

BUSINESS OF THE FUND
The activities of the Fund are limited to (1) issuing Creation Units in exchange for the bitcoin deposited with the Bitcoin Custodian as i ion, (2) selling or deli Rights and IR Virtual Currency as necessary to cover the Sponsor’s Fee, Fund
expenses not assumed by the Sponser and other liabilities and (3) delivering bitcoin in exch for Creation Units surrendered for redemption.

In addition, the Fund may engage in any lawful activity necessary or desirable in order to facilitate Sharcholders” access to Incidental Rights or IR Virmal Currency, provided that such activities do not conflict with the terms of the Declaration of Trust. The Fund is not actively
managed, [t does not engage in any activities designed fo obtain a profit from, or 1o ameliorate losses caused by, changes in the price of bitcoin,

Fund Ohjective

The Fund secks to reflect generally the performance of the price of bitcom. The Fund secks to reflect such performance before payment of the Fund's expenses and habilities. The Shares are miended ID constitute a simple means ofm&kmg an ivestment similar o an
investment in bitcoin rather than by acquiring, holding and trading bitcoin directly on a peer-to-peer or other basis or via a digital asset exchange. The Shares have been designed to remove the ob by the and ional burdens involved ina
direct investment in bitcoin, while at the same time having an intrinsic value that mﬂnﬂ:& at any given time, the investment exposure to the bitcoin owned by the Fund at such time, less the Fund's gxpenscs and liabilities. All.huugh the Sllules are not the exact equivalent of a

direct investment in bitcoin, they provide investors with an ive method of 1] P to bitcoin through the securities market, which may be more farmiliar to them.

An investment in Shares 1s:
Backed by bitcoin held by the Biteoin Custodian on bebalf of the Fund,

The Shares are backed by the assets of the Fund. The Bitcoin Custodian will keep eustody of all of the Fund's bitcoin, other than that which is maintained in the Trading Balance with the Prime Broker, in the Vault Balance. The Biteoin Custodian will keep a substantial portion
of the private keys associated with the Fund's bitcoin in the Cold Vault Balance, with any remainder of the Vault Balance held as part of a Hot Vault Balance. The hardware, software, systems, and procedures of the Bitcoin Custodian may not be available or cost-effeciive for
many investors to access directly. A portion of the Fund’s bitcoin holdings and cash holdings from time to time may be held with the Prime Broker, an affiliate of the Bitcoin Custodian, in the Trading Balance, in connection with in-kind creations and redemptions of Creation
Units and the sale of bitcoin to pay the Sponsor’s Fee and Fund expenses not assumed by the Sponsor. These periodic holdings held in the Trading Balance with the Prime Broker represent an omnibus claim on the Prime Broker’s bitcoin held on behalf of clients; these holdings
exist across @ combination of omnibus het wallets, ormnibus cold wallets or in accounts in the Prime Broker's name on a frading venue (including third-party venues and the Prime Broker's own execution venue) where the Prime Broker executes orders 1o buy and sell bitcoin on
behalf of clients.

As convenient and eagy to handle as any other investment in shares,

Tnwvestors may purchase and sell Shares through teaditional securities brokerage accounts, and can avoid the complexities of handling bitcoin directly (¢.g., managing wallets and public and private keys themselves, or interfacing with a trading platform), which some investors
may not prefer or may find unfamiliar.

Exchange listed.

Although there can be no assurance that an actively traded market in the Shares will develop, the Shares will be listed and traded on the Choe BZX Exchange under the ticker symbol *[ .7

Secondary Market Trading

While the Fund seeks to reflect generally the pcrformancc of the price of hitcoin hefore the payment of the Fund’s expenses and lizhilities, Shares may trade at, above or below their NAV. The NAV will fluctuate with changes in the market value of the Fund’s asscts. The trading
prices of Shares will fluctuate in accordance with changes in their NAV as well as market supply and demand. The amount of the discount or premium in the trading price relative to the NAV may be influenced by non-concurrent trading hours between the major bitcoin markets
and Choe BZX Exchange. While the Shares will trade on Choe BZX Exchange until 4:00 p.am. ET, liguidity in the market for bitcoin may be reduced; alternatively, developments in biteoin markets (which operate around the clock) that occur outside of the Choe BZX Exchange

trading hours will not be reflected in trading prices of the Shares until trading on the Choe BZX Exchange opens. As a result, during this time, trading spreads, and the resulting premium or discount, on Shares may widen. However, given that Creation Units can be created and
redesmed in exchange for the underlying amount of bitcoin, the Sponsor believes that the arbitrage opp ities may provide a hanism to mitigate the effect of such premium or discount.

The Fund is mot registered as an i pany for purposes of U.S. federal securities laws, and is not subject to regulation by the SEC as an i Ci il the owners of Shares do not have the regulatory protections provided to investors in
registered investment companies. For example, the pmvlsmns of the Investment Company Act that limit transactions with affiliates, prohibit the suspension of redcmpl]tms {except under certain limited circumstances) or limit sales loads, among others, do not apply to the Fund.
The Sponsor is not registered with the SEC as an investment adviser and is not subject to regulation by the SEC as such in connection with its activities with respect to the Fund. Consequently, the owners of Shares do not have the regulatory protections provided to advisory
clients of SEC-registered investment advisers,

The Fund does not hold or trade in commeodity futures contracts or any other i by the Cs i Act as ini by the CFTC. F the Fund 15 not a commodity pool for purposes of the CEA. Consequently, the Trustee and the
Spensor are not subject to registration as commodity pool
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operators or commedity trading advisors with respect to the Fund. The owners of Shares do not receive the CEA disclosure document and certified annual report required to be d by the regi ity pool operator with respect to a commaodity pool, and the
owners of Shares do not have the regulatory p ions provided 1o i in dity pools aperated by registered ity pool op
Net Asset Value

Met asset value of the Fund will be equal 1o the total assets of the Fund, including but not limited to, all bitcoin and cash less total lakilities of the Fund, each determined by the Sponsor pursuant to policies established from time to time by the Sponsor or otherwise described
herein. The methodology used to calculate the Index price to value bitcoin in determining the net asset value of the Fund may not be deemed consistent with GAAP.

The Sponser has the exclusive authority to determine the net asset value of the Fund. The Spensor has del. A to the Admini: the responsibility to calculate the net asset value of the Fund, based on a pricing source selected by the Sponsor. The Administrator will
determine the net asset value of the Fund each Business Day. In determining the net asset value of the Fund, the Administrator values the bitcoin held by the Fund based on the Index, unless otherwise determined by the Sponsor in its sole discretion. The CF Benchmarks Index
shall constitute the Index, unless the CF Benchmarks Index is nod available or the Spensor in its sole discretion determines nod to use the CF Benchmarks Index as the Index. If the CF Benchmarks Index is not available or the Sponsor d i in its sole di ion, that the
CF Benchmarks Index should not be used, the Fund's holdings may be fair valued in accordance with the policy approved by the Sponsor.

The Fund's periodic financial statements may not utilize net asset value of the Fund 1o the extent the methodology wsed to calculate the Index is deemed not 1o be consistent with GAATP. For purposes of the Fund's pmod]c financial statements, the Fund will uiilize a pricing
source that 15 consistent with GAAP as of the financial statement measurement date. The Sponsor will determine in its sole discretion the valuation sources and policies used to prepare the Fund's financial statements in with GAAP.

The Sponsor may declare a suspension of the ealculation of the net asset value of the Fund under cerain circumstances,
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O cach Business Day, as soon as practicable after 4:00 p.m. ET. the Fund evaluates the bitcoin held by the Fund as reflected by the CF Benchmarks Index and determines the net asset value of the Fund. For purposes of making these calculations, a Business Day means any day
other than a day when the Choe BZX Exchange is closed for regular trading.

CF Benchmarks Index is caleulated as of 4:00 p.m. ET. The CF Benchmarks Index is designed based on the IOSCO Principles for Financial Benchmarks and 15 2 Reg d Benchmark under UK BME. The Index Admin: 15 CF hmarks Ltd a UK 1 d
company authorized and regulated by the UK FCA as a Benchmark Administrator,

The CF Benchmarks Index was created to facilitate financial products based on bitcomn. It serves as a once-a-day benchmark rate of the LS. dollar price of bitcom (USIVBTC), calculated as of 4:00 p.m. ET. The CF Benchmarks Index aggregates the trade flow of several
bitcoin exchanges, during an observation window between 3:00 p.m, and 4:00 p.m. ET into the 1.8, dollar price of one bitcoin at 4:00 p.m, ET. Specifically, the CF Tndex is based on the “Relevant Transactions™ (as defined below) of all of its Constituent
Exchanges, as follows:

s All Relevant Transactions are added to 2 joint list, recording the time of execution, and trade price for each transaction.

®  The list is partitioned by ti into 12 cqually-sized time intervals of 5 {five) minute length,
&6
= For cach partition separately, the volume-weighted median trade price is calculated from the trade prices and sizes of all Relevant T i i.e., across all Consti Exch A volume-weighted median differs from a standard median in that a weighting factor, in
this case trade size, is factored into the caleulation,

* The Reference Rate is then determined by the equallv-weighted average of the volume medians of all partitions,
[The CF Benchmarks Index 1s solely calculated from spot Bitcoin-USD A on i Exch within the ok ion window of 3:00 p.m. to 4:00 p.m. ET, it docs not ml::lud.c any fu.m:e! pm:cs in its methodol A “Relevant ion” is any
cryptocurrency versus U5, dollar spot trade that occurs during the observation window between 3:00 pom, and 4:00 p.m, ET on a Constituent Exchange in the BTC/USD pair that is reported and di e through its publicly available APT and
observed by the Index Admini Although the CF Benct ks Index is intended to accurately capture the market price of bitcoin, third parties may be able to purchase and sell bitcoin on public or private nmkets and such transactions may take place at prices materially

higher or lower than the CF Benchmarks Index price.

In seeking to ensure that the CF Benchmarks Index is administered through the Index Administrator's codified policies for CF Benchmarks Index integrity, the Index is subject to oversight by the CME CF Oversight Committes, whose Founding Charter and quarterly meeting
minutes are publicly available. |

Asof D ber 31, 2022, the Constil Enct included in the CF Benchmarks Index that is utilized by the Fund are Coinbase, Bitstamp, iBit, Kraken, Gemini, and LMAX Digital.

Coinbase: A US -based exchange registered as an MSE with FinCEN and licensed as a virtual currency business under the NYDFS BitLicense as well as a money transmitter in various LS, states,
Bitsramp: A UK. -based exchange registered as an MSB with FinCEN and licensed as a virtual currency business under the NYDFS BitLicense as well as money transmitter in various 1.8, states.
dthit: a U.S.-based exchange that 1s licensed as a virtual currency business under the NYDFS BitLicense, 1t is also registered with the Financial Crimes Enforcement Network (FinCEN) as an MSB and is licensed as a money transmitter in various ULS. states,

Kraken 15 a U.S.-based exchange that is registered as an MSB with FinCEN in various U5, states, Kraken is registered with the FCA and is autherized by the Central Bank of Ireland as a Virtual Asset Service Provider (“VASP"). Kraken also holds a variety of other licenses
and regulatory approvals, ncluding those from the Japan Financial Services Agency (JFSA) and the Canadian Securities Administrators {CSA).

Gemind isa U.S.-based exchange that is licensed as a virteal currency business under the NYDFS BitLicense, 1t is also registered with FinCEN as an MSB and is licensed as a money transmitter in various U8, states

LMAX Digiral: A Gibraltar based exchange regulated by the Gibraltar Financial Services Commission ("GFSC”) as a DLT provider for execution and custody services. LMAX Digital does not hold a BitLicense.and is part of LMAX Group, a U K-based operator of a FCA
regulated Multilateral Trading Facility and Broker-Dhealer.

The selection of exchanges for use in the CF Benchmarks Index is based on the accessible venues on which the Fund will primarily execute transactions. This list of exchanges on which the Fund executes transactions may evolve from time to time, and the Index Administrator
may make changes to the constituent exchanges comprising the Index from time to time for this or other reasons,

The Sponsor believes that the use of the CF Benchmarks Index is reflective of a ion of the spot price of bitcoin and that resistance to manipulation is a priority aim of its design methodology. The memodolosy (i) takes an observation period and divides it mro
equal partitions of time; (ii) then caloul the val ighted median of all ions within each partition; and (iif) the value is determined from the arithmetic mean of the volume-weighted medians, equally weighted, By loying the going steps and speci
doing so over a one hour period, the CF Benchmarks Index ﬂu:n:by secks to ensure that transactions in bmxllu conducted at outlying prices do not have an undue effect on the index value, large trades or clusters of trades Imns.nclnd over a short period
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of time will not have an undue influence on the index value, and the effect of large trades at prices that deviate from the prevailing price are mitigated from having an undue influence on the benchmark level,

In addition, the Sponsor notes that to ensure the integrity of the CF Benchmarks Indes, it is subject to the UK BMR i pli: with which i has been subject to a Limited Assurance Audit under the ISAE 3000 standard as at September 12, 2022, which is
publicly available,
The domicile, regulation and legal compliance of the bitcoin exchanges included in the CF Benchmarks Index varies. Further 1 i ing cach bitcoin may be found, where available, on the websites for such bitcoin exchanges and public registers for

compliance with local regulations, among other places,

CF BENCHMARKS LTD LICENSOR PRODUCT{S) I3 USED UNDER LICENSE AS A SOURCE OF INFORMATION. CF BENCHMARKS LTD, ITS LICENSORS AND AGENTS HAVE NO OTHER CONNECTION TO THE FUND OR THE SPONSOR AND DO NOT
SPONSOR, ENDORSE, RECOMMEND OR PROMOTE ANY PRODUCTS OR SERVICES INCLUDING AS DESCRIBED HEREIN. CF BENCHMARKS ITS LICENSORS AND AGENTS HAVE NO OBLIGATION OR LIABILITY IN CONNECTION WITH THE
OFFERING AND SALE OF THE FUND. CF BENCHMARKS ITS LICENSORS AND AGENTS DO NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF ANY INDEX LICENSED TO THE FUND OR THE SPONSOR AND SHALL NOT HAVE
ANY LIABILITY FOR ANY ERRORS, OMISSIONS, OR INTERRUPTIONS THEREIN,

Fund Expenses
The Fund's only ordinary recurring expense is expected to be the Sponsor's Fee. In exchange for the Sponsor’s Fee, the Sponsor has agreed to assume the marketing and the followi: " ive expenses of the Fund: the fees charged by the Administrator, the Custodians,
and the Trustee, Choe BZX Exchange listing fees, SEC registration fees, printing and mailing costs, audit fees and expenses and up to §[ ] per annum in ctrd.manr legal fees m:ld expenses, and applicable license fees. The Sponsor may determine in its sole discretion to

assume legal fees and expenses of the Fund in excess of the 5] ] per annum stipulated in the Sponsor Agreement. To the extent that the Sponsor does not voluntarily assume such fees and expenses, they will be the responsibility of the Fund. The Sponsor will also pay the
costs of the Fund's organization and the initial sale of the Shares.

The Sponsor’s Fee is accrued daily at an annualized rate equal to [ % of the net asset value of the Fund and is payable at least quarterly in arrears in 1.8, dollars or in-kind or any combination thereof, The Sponsor may, at its discretion and from time to time, waive all ora
portion of the Sponsor’s Fee for stated periods of time. The Sponsor is under no obligation to waive any portion of its fees and any such waiver shall create no obligation to waive any such fees during any period not covered by the waiver.

The Fund may incur certain di ing exp that are not assumed by the Sponsor, including but not limited to, taxes and g charges, any applicable hrok issi g fees, Bitcoin network fees and similar transaction fees,
expenses and costs of any ex‘.muldmury services performed by the Sponsor {or any other service provider) on behalf of the Fund to protect the Fuml or the interests of Shmlml.dms (including, for example, in cunnns.l:cm with any fork of the Bitcoin blockchain, any Incidental
Rights and any IR Virtual Currency), any indemnification of the Cash Custodian, Bitcoin Custodian, Prime Broker, Administrator or other agents, service providers or counterparties of the Fund, and extraordinary legal fees and expenses, including any legal fees and expenses
incurred in connection with litigation, regulatory enforcement or investigation matters, Because the Fund does not have any income, it will need to sell bitcoin to cover the Sponsor’s Fee and expenses not assumed by the Sponsor, if any. Fund expenses not assumed by the
Spensor shall acerue daily and be payable by the Fund to the Sponsor at least quarterly in arrears. The Fund may also be subject to other labilities (for example, s a result of litigation) that have also not been assumed by the Sponsor. The only source of funds o cover those
lighilitics will be sales of bitcoin held by the Fund. Even if there are no expenses other than those assumed by the Sponsor, and there are no other lisbilities of the Fund, the Fund will sull need to sell biteoin to pay the Sponsor’s Fee. The result of these sales is a decrease in the
amount of bitcoin represented by each Share,

To cover the Sponsor’s Fee and expenses not assumed by the Sponsor, the Sponsor or its delegate will cause the Fund (or its delegate) to convert bitcoin into ULS. dollars or other fiat ies at the pi iling rate (less
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applicable fees) which the Sponsor is able to obtain using commercially reasonable efforts. The number of bitcoins represented by a Share will decline each time the Fund pays the Sponsor's Fee or any Fund expenses not assumed by the Sponsor by transferring or selling
bitcoins,

The quantity of bitceins to be sold to permit payment of the Sponsor's Fee or Fund expenses not assumed by the Sponsor, will vary from time to time depending on the level of the Fund's expenses and the value of bitcoins held by the Fund. Assuming that the Fund is a grantor
trust for U.5. federal income tax purposes, cach delivery or sale of bitcoins, Incidental Rights and IR Virtual Currency by the Fund for the payment of expenses generally will be a taxable event to Sharcholders. See “U.S. Federal Income Tax Consequences.”

In the event that any of the foregoing fees and expenses are incurred with respect to the Fund and other Client Accounts {as defined in “Conflicts of Interest™), the Sponsor will allocate the costs across the entities on a pro rata basis or otherwise on a basis it considers o be
equitable, except to the extent that certain expenses are specifically attributable to the Fund or another Client Account.

Impact of Fund Expenses on the Fund's Net Asset Value

The Fund sells bitcoin to raise the funds needed for the payment of the Sponsor’s Fee and all Fund expenses or liabilities not assumed by the Sponsor, See “The Sponsnr—Thc Sponsor’s Fee,” The purchase price received as consideration for such sales is the Fund’s sole source
of funds to cover its liabilities. The Fund does not engage in any activity designed to derive a profit from changes in the price of bitcoin. As a result of the recurring sales of bitcoin necessary to pay the Sponsor's Fee and the Fund expenses or labilities not assumed by the
Spensor, the net asset value of the Fund and, correspondingly, the fractional amount of bitcoin represented by each Share will decrease over the life of the Fund. New deposits of biteein, received in exchange for additional new Creation Units issued by the Fund, do not reverse
this trend.

The following table, prepared by the Sponsor, illustrates the anticipated impact of the sales of bitcoin discussed above on the fractional amount of bitcoin represented by each outstanding Share. It assumes that the only sales of bitcoin will be those needed to pay the Sponsor’s
Fee and that the price of bitcoin and the number of Shares remain constant during the three-year period covered. The table does not show the impact of any extracrdinary expenses the Fund may incur. Any such extracrdinary expenses, if and when incurred, will accelerate the
decrease in the fractional amount of bitcoin represented by each Share.

Calculation of NAV:

Sponsor's Fee of [ [%
Year 1 Year 2 Year 3
Hypothetical bitcoin price $ ] 5 23
Sponsor’s Foe ] [T
Shares of Fund, beginning 1 [1
Bitcoins in Fund, beginning ] [1]
Beginning net asset value of the Fund 5 1 5 | 5
] [
1 [
1 €|
3 | r

Bitcoins fo be sold to cover the Sponsor's Fee*
Bitcoins in Fund, ending

Ending met assct value of the Fund

Faadine WA

o
o
-
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* The calculation assumes that the sale of bitcoin and the payment of the Sponsor’s Fee occur only at the end of each year even though in actuality sales occur menthly to cover the Sponsor’s Fee, which is accrued daily and payable at least quarterly in arrears.

DESCRIPTION OF THE SHARES AND THE DECLARATION OF TRUST

The Trust was formed on September 6, 2023, The purpose of the Fund is to own bitcoin i to the Fund in for Shares issued by the Fund. The Trust is governed by the Declaration of Trust among the Sponsor, the
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Trustee, the registered holders and beneficial owners of Shares and all persons that deposit bitcoin for the purpose of creating Shares. The Declaration of Trust sets out the nghts of depositors of bitcoin and registered holders of Shares and the rights and obligations of the
Sponsm'and the Trusiee, Delaware law govems the Dreclaration of Trust, the Fund and the Shares. The following is a summary of material provisions of the Declaration of Trust. Tt is qualified by reference to the entire Declaration of Trust, which is filed as an exhibit to the
of which the prosp is @ part,

Each Share rep a fractional undivided b ial interest in the net assets of the Fund. Upon redemption of the Shares, the applicable Authorized Participant shall be paid solely out of the funds and property of the Fund, All Shares are transferable, ful]y paid and non-
assessable, The assets of the Fund consist primarily of bitcoin held by the Bitcoin Custedian on behalf of the Fund. However, the Fund is expected to make monthly sales of bitcoin to pay the Spunsur 's Fee and o cover expenses and labilities not assumed by the Sponsor. Such
sales result in the Fund holding cash for brief periods of time. In addition, there may be other situations where the Fund may hold cash. For example, a claim may arise against the Bitcoin O an ip or any other third party, which is settled in cash. In
those situations where the Fund unexpectedly receives cash or any other assets, the Declaration of Trust provides that no deposits of bitcoin will be accepted (i.c., there will be no issuance of new Sharcs) until after thc record date for the distribution of such cash or other
property has passed. The Administrator will distribute such cash or other assets to DTC, and registered holders of Shares are entitled to receive such distributions in proportion to the number of shares owned, See ™ Cnsh and Oiher Distributions.” The Fund issues Shares only in
Creation Units of [ ] or multiples thereof. Creation Units may be redeemed by the Fund in exchange for the amount of biteoin represented by the aggregate number of Shares redeemed. The Trust is not a regi: pany under the Company Act and
is not required o register under such act. The Spensor is not registered with the SEC as an investment adviser and is not subject to regulation by the SEC as such in connection with its activities with respect to the Fund.

Depasit of Biteoin; Issuance of Creation Units

The Fund expects 1o create and redesm Shares on a continuous basis but only in Creation Units of [ ] Shares. Only Authorized Partici which are regi: 1 broker-dealers who have entered into written agreements with the Sponsor and the Administrator, can deposit
hiteoin and receive Creation Units in exchange.

A standard creation transaction fee is imposed to offset the transfer and other transaction costs associated with the issuance of Creation Units. The Sponsor, on bebalf of the Fund, has appointed [ENYM] as the Transfer Agent of the Fund and has entered into a Transfer Agency
and Service Agreement in connection therewith (the “Transfer Agency and Service Agreement™).

Upon the deposit of the corresponding amount of bitcoin with the Bitcoin Custodian or Prime Broker (the deposit of bitcoin will initially be credited o the Fund’s Trading Balance with the Prime Broker before being deposited to the Fund's account with the Bitcoin Custodian),
and the payment of the applicable transaction fees, and of any expenses, taxes or charges (such as stamp taxes or stock tranafer taxes or fees), the will deliver the appropriate number of Creation Units to the DTC account of the depositing Authorized Participant.
As of the date of this prospectus, [ ] are the only Authorized Participants, The Sponsor will maintain a current list of Authorized Participants,

Before making a deposit, the Authorized Participant must deliver w [BNYM] a written purchase order or submit a purchase order through [BNYM]'s electronic order entry system, indicating the number of Creation Units it intends to acquire. [BNYM] will acknowledge the
purchase order unless the Sponsor decides to refuse the deposit. The date [BNYM] receives that order will determine the Creation Unit bitcoin amount (the "Creation Unit Bitcoin Amount™) the Authorized Participant needs to deposit. However, orders received by [BNYM]
after 3:59 p.m. ET on a Business Day will not be accepted and should be resubmitted on the following Business Day.

If the Sponsor accepis the purchase order, [BNYM] will transmit to the Authorized Partici via el ic mail message or other electronic communication, no later than 5:00 p.m. ET on the date such purchase order is received, or deemed received, & copy of the purchase
order endorsed “Accepted” by the Sponser and indicating the Creation Unit Hmuum Anwunt that the Authorized Participant must deliver to the Bitcoin Custodian or Prime Broker in exchange for each Creation Unit. In the case of purchase orders submitted via [BNYM]'s
electronic order entry

system, the Authorized Participant will receive an | email indicating the of the purchase order and the purchase order will be marked “Accepted” in [BNYM]'s electronic order entry system. Prior to the Sponsor's acceptance as specified above, a purchase
order will only represent the Authorized Participant’s unilateral offer to deposit bitcoin in exchange for Creation Units and will have no binding effect upon the Fund, the Sponsor, the Administrator, [BNYM], the Bitcoin Custodian or any other party.

The Creation Unit Bitcoin Ameunt necessary for the creation of a Creation Unit changes from day to day. The initial Creation Unit Bitcoin Amount is [ ] biteoin. On each day that the Choe BZX Exchange is open for regular trading, the Administrator will adjust the quantity
of bitcoin constituting the Creation Unit Bitcoin Amount as appropriate to reflect sales of bitcoin, any loss of bitcoin that may occur, and accrued cxpcnscf. The computation is made by the Administrator as prnmptly as practicable after 4:00 p.m. ET. See “Business of the Fund

—MNet Asset Value™ and “Business of the Fund— Valuation of Bitcoin; the CF Benct k Index™ for a d ption of how the CF Benchmarks Index is d ined, and description of how the Admini: ines the NAV. [B]WM] will determine the Creation Unit
Bitcoin Amount for a given day by multiplying the NAV by the number of Shares in each Creation Unit ([ ]) and dividing the resulting product by that day's CF Bmchmurks Index. The Creation Unit Bitcoin Amount so d ined will be made available to all Autherized
Participants and will be made available on the Sponsor’s website for the Shares.

Because the Sponsor has assumed what are expected to be most of the Fund's expenses, and the Sponsor’s Fee accrues daily at the same rate, in the absence of any or liabil the amount of bitcom by which the Creation Unit Bitcoin Amount will
decrease each day will be predictable. The Administrator intends to make avsllablc on cach Business Day through the same channels used 1o disseminate the actual Creation Uml Ba!.cnm Amnunl determined by the Administrator at the direction of the Sponsor as indicated above
an indicative Creation Unit Bitcoin Amount for the next Business Dy, Auth P o may use that indicative Creation Unit Bitcoin Amount as guidance regarding the amount of bitcoin that they may expect to have to deposit with the Bitcoin Cus]odl.an in res-pecT of
purchase orders placed by them on such next Business Day and accepted by ﬁchdmu:lshalar The agreement entered into with cach Authorized Participant provides, however, that once a purchase order has been accepted by the Admini the will be

required to deposit with the Biteoin Custodian the Creation Unit Bitcoin Amount determined by the Administrator en the effective date of the purchase order,

Mo Shares will be issued unless and until the Bitcomn Custodian or Prime Broker has informed the Administrator that it has allocated to the Fund's account the correspending amount of bitcoin. The Fund has the right to reject any purchase order or redemption order that is not in
proper form,

Redemption of Creation Units; Withdrawal of Biteoin

Authorized Participants, acting on authority of the registered holder of Shares, may surrender Creation Units in exchange for the corresponding Creation Unit Bitcoin Amount disseminated by the Administrator,

A standard redemption transaction fee is imposed to offset transfer and other transaction costs that may be incurred by the Fund.

Upon the surrender of such Shares and the payment of the applicable transaction fees, custody transaction costs and of any expenses, taxes or charges (such as stamp taxes or stock transfer taxes or fees), ﬂmAdmml!m will delrver to the order of the redeeming Authorized

Participant the amount of biteoin corresponding to the redeemned Creation Units (which will initially be credited to the Fund's Trading Balance with the Prime Broker before being delivered to the red A ized Paricip Shares can only be surrendered for
redemption in Creation Units of [ ] Shares each.

Before surrtmicnng Creation Units for redemp an Authorized Participant must deliver to [BNYM] a written request, or submit a redemption order through [BNYM]'s electronic order entry system, indicating the number of Creation Units it intends to redeem, The date
M] receives that order determines the Creation Unit Bitcoin Amount to be received in exchange. However, orders received by [BNYM] after 3:39 p.m. ET on a Business Day will not be accepted and should be resubmitted on the next following Business Day.

All taxes incurred in connection with the delivery of bitcoin fo the Bitcoin Custodian in exchange for Creation Units (including any applicable value added tax) will be the scle responsibility of the Authorized Participant making such delivery,

The Fund may, in its diseretion, and will, wh:n dam:lcd by the Sponsor, suspend the right of ption, or postpone the i I date: (1) for any period during which the Choe BZX Exchange is closed other than customary weekend or holiday closings, or
trading on Choe BZX Exch is susp d or d. {2) for any period during which an emergency cx:sus as a result of wtuch delivery, disposal or evaluation of bitcoin is not reasonably practicable, or (3) for such other perlod as the Sponsor determines 1o be necessary
for the protection of the Sharcholders. None of the Fund, the Sponsor or the Administrator will not be liable to any person or linble in any way for any loss or damages that may result from any such rejection, suspension or postponement. The Fund may reject any purchase
order or redemption order that is not in proper form.

Certificates Evidencing the Shares

The Shares are evid A by certifi executed and deli A by the Admini: on behalf of the Fund. It is expected that DTC will accept the Shares for seith through its book-entry setl system. So long as the Shares are eligible for DTC settlement, there will
be only one global certificate evidencing Shares that will be registered in the name of a nominee of DTC. Investors will be able to own Shares only in the form of book-entry security entitlements with DTC or direct or indirect participants (the “Indirect Participant”) in DTC. No
investor will be entitled to receive a separate certificate cvldcncmg Shares. Because Shares can only be held in the form of book-entries through DTC and its participants {“DTC Participants”), investors must nc[y on DTC, a DTC Participant and any other financial intermediary
through which they hold Shares to receive the benefits and exercise the rights described in this section. Investors should consult with their broker or financial institution to find out about the p 1 and for ities held in DTC book-entry form.

Cash and Other Distributions

1f the Sponsor and the Administrator determine that there is more cash being held in the Fund than is needed to pay the Fund’s expenses for the next month, the Administrator will distribute the extra cash to DTC or purchase bitcoin with such excess cash.

If the Fund receives any property other than bitcoin or cash (other than any Incidental or TR Virtual Currency), the Administrator will distribute that property to DTC by any means the Sponsor thinks is lawful, equitable and feasible. If it cannot make the distribution in that way,
the Administrator will sell the property and purchase bitcoin with the net proceeds or distribute the net proceeds, in the same way as it does with cash. The Administrator and the Sponsor shall not be lisble for any loss o depreciation resulting from any sale or other disposition
of property made by the Administrator pursuant to the Sponsor’s instruction or otherwise made by the Administrator in good faith.

Registered holders of Shares are entitled to receive these distributions in proportion to the number of Shares owned. Before making a distribution, the Administrator may deduct any applicable withholding taxes and any fees and expenses of the Fund that have not been paid.
The Administrator distributes only whele U.S. dollars and cents and is not required 1o round fractional cents to the nearest whole cent. The Sponsor is not responsible if it decides that it is unlawful or impractical 1o make & distribution available 1o registered holders,

Voting Rights
Under the Declaration of Trust, Sharcholders have no veting rights except as the Sponsor may consider desirable and so authorize in its sele discretion.
Share Splits

If the Sponser belicves that the per Share price in the secondary market for Shares has fallen outside a desirable trading price range or if the Sponsor determines that it is advisable for any reason, the Sponsor may cause the Fund to declare a split or reverse split in the number of

Shares ding and fo make a ponding change in the number of Shares constituting a Creation Unit,
T2
Management of the Trust
The Sponser manages the Fund's business and affairs. The Trust does not have a board of directors or an awdit iftee but cerlain igh ions with respect to the Trust are performed by certain executive officers of the Sponsor, See “Description of Key Service

Providers — The Sponsor — Key Personnel of the Sponsor.™
Fees and Expenses of the Administrator

Each denesit of bitcoin for the ereation of Creation Units and each surrender of Creation Units for the numose of withdrawing Fund propertv (including if the Declaration of Trust i rnust be ied bv a pavment to [BNYM] of the anelicable transaction fees.




The Admini: 15 entitled to reimt itself from the assets of the Fund for all expenses and disbursements incurred by it for extraordinary services it may provide to the Fund or in ion with any di ionary action the Admini may take to protect the Fund or
the interests of the holders.

Fund Expenses and Biteoin Sales
In addition to the fee payable to the Sponsor (See “The Sponsor—The Sponsor's Fee™), the following expenses will be paid out of the assets of the Fund:
®  any expenses or liabilities of the Fund that are not assumed by the Sponsor;

& any taxes and other governmental charges that may fall on the Fund or its property;

#  expenses and costs of any action taken by the Administrator, the Sponsor or another Fund service provider to protect the Fund and the rights and interests of holders of Shares; and
» any indemnification of the Sponsor, the Administrator or other Fund service providers as described below,

The Administrator will, when directed by the Spensor, and in the absence of such direction, may in its discretion sell the Fund’s bitcoin from time to time s necessary to permit payment of the fees and expenses that the Fund is required to pay. See "Business of the Trust—Fund
Expenses.

The Adminit 15 ot resy ible for any dep or loss incurred by reason of sales of bitcoin made in compliance with the terms of the Administration Agreement.

Payment of Taxes

The Administrator may deduet the amount of any taxes owed from any distributions it makes. It may also sell Fund assets, by public or private sale, to pay any taxes owed, Registered holders of Shares will remain liable if the proceeds of the sale are not enough fo pay the taxes,
Evaluation of Bitcoin and the Fund Assets

See “Business of the Trust—Net Asset Value™ and “Business of the Trust—Valuation of Bitcoin; the CF Benchmark Index.”

THE TRUSTEE

This section summarizes some of the i provisions of the Tk ion of Trust which apply to the Trustee. For a general description of the Trustee’s role concerning the Trust, see the section “Prespectus Summary — Key Serviee Providers.”

Liahility of the Trustee and indemnification

The Trustee will not be lishle or accountable to the Trust or any other person or under any agreement to which the Trust or any series of the Trust is a party, except for a Trustee’s breach of its obligations pursuant to the Declaration of Trust or its own willful misconduct, bad
Taith or gross negligence, Tbe’[‘rustoe and each of its officers, affiliates, directors, employees, and agenis will be indemnified by the Trust from and against any losses, claims, taxes, damages, reasonable expenses, and liabilities incurred with respect to the creation, operation or
termination of the Trust, the delivery or of the Declaration of Trust or the transactions contemplated thereby; provided that the indemnified party acted without willful misconduct, bad faith or gross negligence.

Duties

The Trustee will have nenc of the duties or liabilities of the Sponsor. The dutics of the Trustee shall be limited to (i) accepting legal process served on the Trust in the State of Delaware, (i) the execution of any centificates required to be filed with the Secretary of State of the
State of Delaware which the Trustee is required to execuie under Section 3811 of the Delaware Statutory Trust Act, and (iii) any other duties specifically allocated to the Trustee in the Declaration of Trust or agreed in writing with the Sponsor from time o time.

Resignation, discharge or removal of Trusiee; successor frusiees

The Trustee may resign at any time by giving at least 60 days advance written notice to the Trust, provided that such resignation will not become effective until such time as a successor Trustee has accepted appointment as Trustee of the Trust. The Sponsor may remove a
Trustee at any time by giving at least 60 days advance written notice to the Trustee, provided that such removal will not become effective until such time as a successor Trustee has accepted appointment as Trustee of the Trust. Upon effective resignation or removal, the Trustee
will be discharged of its duties and obligations,

STATEMENTS, FILINGS AND REPORTS

Proper books of accoant for the Fund shall be kept and shall be audited annually by an independent certified public sccounting firm selected by the Sponsor in its sole discretion, and there shall be entered therein all transactions, matters and things relating to cach fund's
business as are required by the Securities Act, as amended, and all other applicable rules and regulations, and as are usually entered into books of account kept by persons engaged in a basiness of like character, The books of account shall be kept at the principal office of the
Trust.

FISCAL YEAR

The fiscal year of the Fund will initially be the period ending March 31 of cach year. The Sponsor has the continuing right to select an alternate fiscal year.

TERMINATION OF THE TRUST OR THE FUND

The Sponsor may terminate the Trust or the Fund in its sole discretion, The Sponsor will give written notice of the termination of the Trust or the Fund, specifying the date of termination, to Shareholders of the Trust or the Fund, as applicable, at least 30 days prior to the
termination of the Trust or the Fund. The Sponsor will, within a reasonable time after such termination, sell all of the Fund’s bitcoin not already distributed to Authorized Participants redeeming Creation Units, if any, in such a manner so as to effectuate orderly sales. The

Sponsor shall not be lishle for or responsible in any way for depreciation or loss incurred by reason of any sale or sales made in with the provisions of the D ion of Trust. The Sponsor may suspend its sales of the Fund’s biteoin upon the occurrence of unusual
or unforeseen circumstances,

AMENDMENTS TO DECLARATION OF TRUST

The Declaration of Trust can be amended by the Sponsor in its sole discretion and without the Sharcholders’ consent by making an amendment, a supplement thereto, or an amended and restated declaration of trust. Any such | andor L hereto
shall be effective on such date as designated by the Sponsor in its sole discretion,
GOVERNING LAW
The Declaration of Trust and the rights of the Sponsor, the Trustee, DTC (as registered owner of the Trust’s global certificates for Shares) and the under the D ion of Trust are g by the laws of the State of Delaware.
THE SECURITIES DEPOSITORY: BOOK-ENTRY-ONLY SYSTEM; GLOBAL SECURITY

DTC will act as securities depository for the Shares. DTC is a limited-purpose trust pany ized under the laws of the State of New York, a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” regi pursuant to the provisions of Section 17A of the E.Kl:]lﬂ]lgl: Act. DTC was created to hold securities of DTC Participants and to facilitate the and of iona in such itics among the DTC Participants through
electronic book-eniry changes. This eliminates the need for physical of il ifi DTC Particip inchade ities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations, some of whom (and/or their
representatives) own DTC. Access 1o the DTC system is also available to others such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a DTC Participant, either directly or indirectly. DTC is expected to agree with and

. 1o the DTC Particif that it will admini its Book-Eniry System in sccordance with its rules and bylaws and the requirements of law.,

Individual certificates will not be issued for the Shares. Instead, one or more global certificates will be signed by the Adlmmsl:mturalm the Sponsor on behalf of the Fund, registered m the name of Cede & Co., as nominee for DTC, and deposited with the Administrator on
hehalf of DTC. The global certificates will evidence all of the Shares outstanding at any fime. The rep s and made on the part of the Fund in the global certificates are made and intended for the purpose of binding only the Fund and not the
Administrator or the Sponsor individually.

Upcm llm settlement date of any crcuhurL transfer or redemption of Shares, DTC will credit or debit, on its book-entry registration and transfer system, the amount of the Shares so created, transferred or redeemed to the accounts of the appropriate DTC Participants, The
and the A F will desi; the accounts to be credited and charged in the case of creation or redemption of Shares.

Beneficial ownership of the Shares will be limited to DTC Participants, Indirect Participants and persons holding mterests through DTC Partici and Indirect Partici Owners of 1al interests in the Shares will be shown on, and the transfer of ownership will be
effected only through, records maintained by DTC (with respect fo DTC Participants), the records of DTC Participants (with respect to Indirect Participants), and the records of Indirect Participants (with respect to Shareholders that are not DTC Participants or Indirect
Participants). Sharcholders are expected to receive from or through the DTC Participant maintaining the account through which the Shareholder has purchased their Shares a written confirmation relating to such purchase.

Shareholders that are not DTC Participants may transfer the Shares through DTC by instructing the DTC Participant or Indirect Participant through which the Sharcholders hold their Shares to transfer the Shares. Sharcholders that are

DTC Participants may transfer the Shares by instructing DTC in accordance with the rules of DTC. Transfers will be made in accordance with standard securities industry practice,

DTC may decide to discontinue providing its service with respect to Creation Units andior the Shares by giving notice 1o the Administrator and the Sponser, Under such circumstances, the Administrator and the Sponsor will either find a replacement for DTC to perform its

ata le cost or, if a is inate the Fund.

The rights of the Sharcholders generally must be exercised by DTC Participants acting on their behalf in accordance with the rules and procedures of DTC. Because the Shares can only be held in book-entry form through DTC and DTC Participants, investors must rely on
D’T‘C_, nTC Pa_nicipam;_anq af\y_ot]!cf _ﬂnaru:ia! imr!ncd.ia_ry_ﬂlr?ugm which they hold the Shares to receive the benefits and exercise the rights described in this section. Investors should consult with their broker or financial institution to find out about procedures and



requirements tor securities held in book-entry torm through LV,
THE SPONSOR
The Sponsor of the Trust and Fund is Franklin Holdings, LLC, a Delaware limited liability company and an indirect subsidiary of Franklin. The Sponsor’s principal office is located at One Franklin Parkway, San Mateo, CA 94403-1906.

The Sponsor’s Role

The Sponsor will arrange for the creation of the Fund, the registration of the Shares for their public offering in the United States and the listing of the Shares on the Choe BZX Exchange. The Sponsor has agreed to assume the marketing and the following ad) and
marketing expenses mcurred by the Fund: the fees charged by the Administrator, the Custodians and the Trustee, Choe BZX Exchange listing fees, SEC registration fees, printing and mailing costs, audit fees and expenses and up to $ | per annum in ordinary legal fees and
expenses, and applicable license fees. The Sponsor may determine in its sole discretion to assume legal fees and expenses of the Fund in excess of the S 1 per annum stipulated in the Sponsor Agreement. To the extent that the Sponsor does not voluntarily assume such fecs
and expenses, they will be the responsibility of the Fund, The Sponsor will also pay the cosis of the Fund®s organization and the initial sale of the Shares,

The Fund may incur certain di ing exp that are not assumed by the Sponser, including but not limited to, taxes and go charges, any applicable hrok issi fi g fees, Bitooin network fees and similar transaction fees,
expenses and costs of any extraordinary 9erv:oes performed by the Spensor {or any other service provider) on behalf of the Fund to protect the E\mﬂ or the interests of Shmholdm (mchbdmg. for example, in wnnecuon with any fork of the Bitcoin Blockchain, any Incidental
Rights and any IR Virtual Currency), any indemmnification of the Cash Custodian, Bitcoin Custodian, Prime Broker, Administrator or other agents, service providers or counterparties of the Fund, and extraordinary legal fees and expenses, mcluding any legal fees and expenses
incurred in connection with litigation, regulatory enforcement or investigation matters,

The Sponsor is a Delaware limited liability company formed on July 21, 2021. The Sponsor 15 responsible for :stnbllshlng lln‘lmst .nnd Ful ﬂm N:glstmuun of the Shares. The Sponsor generally oversees the performance of the Fund's principal service providers, but does not

exercise day-to-day oversight o\'sr such sct'vbcv.' pwv!dcrs The ‘?ponso(. with assistance and support from the Admi g and filing periodic reports an behalf of the Fund with the SEC and will provide any rcq,ulncd certification for such reports,

The Sponsor will des) the i public g firm of the Fund and may from time to time cmpluly ]egul counsel fu( ﬂle Flmd The Marketing Agent assists the Sponsor in marketing the Shares. The Marketing Agent is an affiliate of the Spensor. See
“—The Marketing Agent” for mere information about the Marketing Agem

The Sponser will maintain a public website on behalf of the Fund, containing information about the Fund and the Shares, The Fund’s website is | 1. This wehsite is only provided here as a convenience to you, and the i i ined on or d to the Fund's
website is not considered part of this Prospectus,

Key Personnel of the Sponsor

The Trust does not have any directors, officers or employees. The following persons, in their respective capacities as executive officers of the Sponsor, a Delaware limited lability company, perform certain functions with respect to the Trust that, if the Trust bad directors or
executive officers, would typically be performed by them.

David Mann — President and Chief Executive Officer
Matthew Hinkle — Chief Financial Officer

Vivek Pai — Chief Accounting Officer and Treasurer
Todd Mathias - Vice President

Navid Tofigh — Vice President and Secretary

Julie Pate] - Vice President and Assistant Secretary
Ryan Wheeler - Assistant Treasurer

Ajay Maravan — Assistant Treasurer

Jeft White — Assistant Treasurer

The Sponsor has a code of ethics {the “Code of Ethics™) that applies to its ive officers, i ing its Chief’ ive Officer, President, Chief Financial Officer and Treasurers, who perform certain functions with respect to the Trust that, if the Trust had executive officers

would typically be performed by them. The Code of Ethics is available by writing the Sponsor at One Franklin Parkway, San Mateo, CA 94403-1906 or calling the Sponsor at (650) 312-2000, The Sponsor's Code of Ethics is intended 1o be a codification of the business and

ethical pm:lclplcs that guide the Sponsor, and to deter wrongdoing, to promote (1) honest and ethical conduct {including the ethical handling of actual or apparent conflicts of interest), {2) full, fair, accurate, timely and understandable disclosure in public reports, documents and
13} i with appli laws and governmental rules and regulations, (4) the prompt internal reporting of violations of the Code of Ethics and (5) accountability for adherence to the Code of Ethics.

The Sponsor’s Fee

The Sponsor’s Fee accrues daily and is paid at least quarterly in arrears in U.S. dollars or in-kind or any combination thereof at an annualized rate equal to [ 1% of the net asset value of the Fund. The Sponsor may, at its discretion and from time fo time, waive all or a portion
of the Sponsor's Fee for stated peniods of time. The Sponsor is under no obligation to waive any portion of its fees and any such watver shall create no obligation to waive any such fees during any period not covered by the waiver, See “Risk Factors—The Sponsor may amend
the Declaration of Trust without the consent of the Sharcholders.”

THE TRUSTEE

Delaware Trust Company, & subsidiary of the Corporation Service Company, serves as Trustee of the Trust. The Trustee's principal offices are located at 251 Little Falls Drive, Wilmington, DE 19808, The structure of the Trust and the number and/or identity of the Trustes may
be amended in the future via d to the Trust’s Certificate of Trust and the Declaration of Trust.

Under the Declaration of Trust, the Sponsor has exclusive control of the management of all aspects of the activities of the Trust and the Trustee has only nominal duties and liabilities to the Trust.  The Trustee accepts service of legal process on behalf of the Trust and the Fund
in the State of Delaware and will make certain filings under the Delaware Statutory Trust Act ("TISTA”) and may perform certain other limited administrative services pursuant to the Declaration of Trust. The Trustee does not owe any other duties to the Trust or the
Shareholders. The Declaration of Trust provides that the Trustee is compensated by the Sponsor. The Sponsor has the discretion to replace the Trustee. The rights and duties of the Shareholders are governed by the provisions of the Delaware
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Statutory Trust Act and by the Declaration of Trust. The ! have no voice in the day-to-day management of the business and operations of the Fund and the Trust.

To the extent the Trustec has dutics (ncluding fiduciary duties) and liabilities to the Trust or the Sharcholders under the Delaware Statutory Trust Act, such duties and liabilities are replaced by the duties and Labilities of the Trustee expressly set forth i the Declaration of Trust.
The Trustee will have no ebligation to supervise, nor will they be liable for, the acts or omissions of the Sponsor, Transfer Agent, Custodian or any other person. Neither the Trustee, nor any director, officer or controlling person of the Trustee is, or has any liability as, the issuer,
director, officer or controlling persen of the issuer of Shares,

The existence of a trustee should not be taken as an indication of any additional level of

0 or supervision over the Trust, The Declaration of Trust provides that the management authority with respect to the Trust is vested directly in the Sponsor.

The Trustee has not signed the registration statement of which this Prospectus is a part, and is not subject to issuer lability under the federal ties laws for the 1 ined in this P and under federal securnitics laws with respect to the issuance and sale of
the Shares. Under such laws, neither the Trustee, nor any director, officer or controlling person of the Trustee is, or has any liability as, the issuer or a director, officer or controlling person of the issuer of the Shares. The Trustees liahility in connection with the issuance and sale
of the Shares is limited solely to the express obligations of the Trustes set forth in the Declaration of Trust,

The Trustees fees are paid by the Sponsor on behalf of the Fund,

General Duty of Care of the Trustee

As indicated above, the Trustee acts as the trustee of the Trust for the purpose of creating a Delaware statutory trust in accordance with the DSTA. The Trustee is appointed to serve as a trustee of the Trust in the State of Delaware and for the sole and limited purpose of fulfilling
the requirements of Scction 3807 of the DSTA and shall at all times satisfy the requirements of Section 3807(a) of the DSTA that the Trust have at least one trustee with a principal place of business in the State of Delaware.

e or R 1 of Trustee; S Trustees

The Trustee may resign at any time by giving at least 90 days” notice to the Sponsor, The Sponsor may remave the Trustee at any time by giving at least 60 days prior notice to the Trustee, Upon effective resignation or removal, the Trustee will be discharged of its duties and
obligations.

If the Trusiee resigns or is removed, the Sponsor shall appoint & trustes by delivering a written i to the ouigeing Trustee. Any successor trusiee must satisfy the requirements of Section 3807 of the DSTA, The successor will become fully vested with the
rights, powers, duties and obligations of the outgoing Trustee under the Declaration of Tmsl. with like effect as if originally named as trustee, and the mllgumg Trustes shall be discharged of its duties and obligations under the Declaration of Trust. If no successor trustee shall
have been appointed within 90 days afier the giving of such notice of resignation or removal, the outgoing Trustee may petition any court of ion for the appoi ofa trustee.

If the Trustee resigns and no successor trustee is appointed within 90 days after the date the Trustee issues its notice of resignation, the Sponsor may, in its sole discretion, lquidate the Fund and distribute its remaining assets and dissolve the Trust.
Separate Trastees
At any time, including for the purpose of meeting any legal requirements of any jurisdiction in which any part of the Fund assets may at the time be located or for the purpose of performing certain duties and obligations of the Fund, the Sponsor shall have the power and may

execute and deliver all instruments to appoint one or more persons o act as a separate trustee or separate trusiees of the Trust and o vest in any such person, in such capacity, such powers, duties, obligations, rights and trusts as the Sponsor may consider necessary or desirable,
Mo separate trustee under

the Declaration of Trust shall be required to meet the terms of eligibility to serve as the sole trustee of the Trust and no notice of the appointment of any separate trustee shall be required. Each separate trustee shall, to the extent permitted by law, be appointed and act subject to
the follow b and condiit

(&) all rights, powers, duties, and obligations conferred or imposed upon a trustee under the DSTA or the Trust may be conferred upon and exercised or performed by the separate trustee (without any incumbent trustee joining in such act), solely at the written direction of the
Spensor;

(b} no trusiee under the Declaration of Trust shall be persomally liable by reason of any act or omission of any other trustee under the Declaration of Trust;
() the Sponsor may at any time accept the resignation of or remove any separate trustee; and

(d} if any separate trustee shall die, become incapable of acting, resign or be removed, all its estates, properties, rights, remedies and trusts shall vest in and may be exercised by the Sponsor, to the extent permitted by law, without the appointment of a new or successor separate
trustee.

THE ADMINISTRATOR

[Bank of New York Mellon] serves as the Fund's Administrator. [BNYM], a banking corporation organized under the laws of the State of New York with trust powers, has an office ai 2 Hanson Place, Brooklyn, New York 11217, [BNYM)] is subject to supervision by the New
York State Banking Department and the Board of Governors of the Federal Reserve System.



Pursuant to the Administrati the Adrmini performs or supervises the perrormanr:e of services necessary for the operation and administration of the Fund. These services include receiving and processing erders from Authorized Participanis to create and
redeem Creation Units, net asset \-a.luc calculations, accounting and other fund administrative services. The Administrator retains, separately for the Fund, certain financial books and records, including Creation Unit creation and redemption books and records; Fund accounting;
ledgers with respect to assets, liabilities, capital, income and expenses; the registrar; transfer journals; and related details and trading and related documents received from custodians.

The term of the Administration Agreement is one year from its effective date and will uutumzli:nlly renew for additional one year terms unless any party provides written notice of termination {with respect to the Fund) at least 90 days prior to the end of any one-year term or
unless earlier terminated as provided therein, inchuding in the event of picy or insol of a party (or similar proceeding or event) or a material breach that is not remedied or waived in accordance with the terms of the Administration Agreement,

The Fund has agreed to indemnify [BNYM] and certamn of its affiliates (referred to as “covered affiliates™) against any and all costs, damages, liabilities and ¢laims (including claims asserted by the Trust on behalf of the Fund), and reasonable attorneys’ and
accountants’ fees relating thereto, which are sustained or incwrred or which may be asserted against [BNYM] or covered affiliates, by reason of or &s a result of any action taken or omitted to be taken by [FJNYM] or & covered affiliate without bad faith, negligence, or willful
misconduct, or in reliance upon (i) any law, act, regulation or interpretation of the same even though the same may thereafter have been altered, changed, amended or n:pealud (ii) the Fund's offering and d (excluding i jon provided by [BNYM])
mstructions properly provided to [BNYM)] pursuant to the terms of the Administration Agreement, or (iv) any opinton of legal counsel for the Fund or [BNYM)], or arising out of transactions or other activities of such Fund which occurred prior to the commencement of the
Administration Agreement, provided, that the Fund is not required to indemnify [BNYM)] nor any covered affiliate for costs, expenses, damages, liabilities or claims for which [BNYM] or any covered affiliate is liable under the Administration Agreement due to a breach of the
standard of care provided therein.

)

The Administrator’s fees are paid by the Sponsor, The Administrator and any of its affiliates may from time to time purchase or sell Shares for their own accounts, as agents for their customers and for accounts over which they
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exercise i di ion, The Admini and any ini must be a participant in DTC or such other securitics depository as shall then be acting,
THE CUSTODIANS
Cash Custodian

The Cash Custodian is [Bank of New York Mellon], The Fund may retain additional cash custodians from time to time pursuant to a cash custodian agreement to perform certain services that are typical of a cash custodian, The Sponsor may, in its sole discretion, add or
terminate cash custodians at any time.

Bitcoin Custodian

The Bitcoin Custodian for the Fund's bitcoin holdings is [Coinbase Custody Trust Company, LLC], and the Fund has entered the Custodian Agreement with the Bitcoin Custedian. The Sponsor may, in its sole di ion, add or i hitcoin ians at any time. The
Sponsor may, in its sele discretion, change the custodian for the Fund's bitcoin holdings, bt it will have no obligation whatsoever to do so or 1o seck any particular terms for the Fund from other such custodians.,

The Bitcoin Custodian will keep custody of all of the Fund's bitcoin, other than which is maintained in the Trading Balance with the Prime Broker, in the Vault Balance. The Bitcoin Custodian will keep a substantial portion of the private keys associated with the Fund's bitcoin
in the Cold Vault Balance, with any remainder of the Vault Balance held as part of a Hot Vault Balance, Cold storage is a safeguarding method with multiple layers of protections and protocols, by which the private key(s) corresponding to the Fund's bitcoin is (are) generated
and stored in an offline manner. Private keys are g 1 in offline ¢ that are not d to the internet so that they are more resistant to being hacked. By contrast, in hot storage, the private keys are held online, where they are more accessible, leading to more
eificient transfers, though they are potentially more vulnerable to being hacked. While the Bitcoin Custodian will generally keep a substantial portion of the Fund’s bitcoin in cold storage on an ongoing basis, from time to time, portions of the Fund’s bitcoin will be held in a
trading account ouiside of cold storage temporarily as part of trade facilitation in connection with creations and redemptions of Creation Units or fo sell bitcoins including to pay Fund expenses,

Cold storage of privaic keys may involve keeping such keys on a or ic device or storing the public key and private keys on a storage device or printed medium and deleting the keys from all computers. The Biteoin Custodian may receive
deposits of bitcoin but may not send bitcoin without use of the oom.spondmg private ke)s In order to send bitcoin when the private keys are kept in cold storage, either the private keys must be retrieved from cold storage and entered into a software program to sign the
transaction, or the unsigned transaction must be sent to the “cold” server in which the private keys are held for signature by the private keys. At that point, the Bitcoin Custodian can transfer the bitcoin.

In the event of a fork of the Bitcoin bBlockchain, the Bitcoin Custodian and Prime Broker may, in their sole discretion, determine whether or nod to support (or cease supporting) either branch of the Bitcoin blockchain entirely, provided that they shall use commercially
reasonable efforts to avoid ceasing to support both branches of such forked protocol and will support, at a minimum, the original digital asset. Provided that the Bitcoin Custodian and Prime Hmkcl shall make cm:llmmlall)' reasonable efforts to assist the Fund and take the
necessary steps to enable the Fund to retrieve and/or obtain any assets related to a fork, airdrop or similar event, neither the Bitcoin Custodian nor the Prime Broker shall have any liability, obli oF rosp arising out of or relating to the operation of an
unsupported branch of the Bitcoin blockehain in the event of a fork. The Bitcoin Custodian nor the Prime Broker have any responsibility to support airdrops,

Under the Custodian Agreement, the Bitcoin Custodian’s liability is limited as follows, among others: (i) other than with respeet to elaims and losses arising from spet trading of bitcoin, or frawd or willful misconduct, among others, the Bitcoin Custodian’s aggregate lizhility
under the Custodian Agreement shall not exceed the greater of (A) the greater of (x) 35 million and (v) the aggregate fees paid by the Fund 1o the Bitcoin Custedian in the 12 months prior to the event giving rise to the Bitcoin Custodian’s liability, and (B} the value of the
affected bitcoin or cash giving rise to the Bitcoin Custodian's lisbility; {11) the Bitcom Custedian's aggregate liability in respect of cach cold storage

)

address shall not exceed $100 million; {iii) in respect of the Biteoin Custodian’s obligations o indemnify the Fund and its affiliates against third party claims and losses to the extent arising out of or relating te, among others, the Bitcoin Custodian's violation of any law, rule or
regulation with respect to the provision of its services, the Bitcoin Custodian's lisbility shall not exceed the greater of (A) $5 million and (B) the aggrepute fees paid by the Fund to the Bitcoin Custodian in the 12 months prior to the event giving rise to the Bitcoin Custodian's
ligbility; and (iv) in respect of any |nc|d.cnlal indirect, special, punitive, consequential or similar losses, the Biteoin Custodian is not liable, even if the Bitcoin Custodian has been advised of or knew or should have known of the possibility thereof. The Biteoin Custodian is not
lighle for delays, susp of ap failure in per or interruption of service to the extent it is directly due 1o a cause or condition beyond the reasonable control of the Bitcoin Custodian,

The Bitcoin Custodian may terminate the Custodian Agreement for any reason upon providing the applicable notice to the Fund, or immediately for Cause (as defined in the Custodial Services Agreement), including, among others, if the Fund: materially breaches the Prime
Broker Agreement and such breach remains uncured, undergoes a bankruptcy event, or fails to repay Trade Credits,

THE PRIME BROKER AND THE TRADE CREDIT LENDER
The Prime Broker

Pursuant to the Prime Broker Agreement, a portion of the Fund’s bitcoin boldings and cash holdings from time 1o fime may be held with the Prime Broker, an affiliate of the Bitcoin Custodian, in the Trading Balance, in connection with in-kind creations and redemptions of
Creation Units and the sale of bitcoin to pay the Sponsor's Fee and Fund expenses not assumed by the Sponsor. The Sponsor may, n its sele discretion, add or terminate prime brokers at any time. The Sponsor may, in its sole discretion, change the prime broker for the Fund,
but it will have no obligation whatsoever to do so or to seek any particular terms for the Fund from other such prime brokers.

These periodic holdings held i the Trading Balance with the Prime Broker represent an omnibus claim on the Prime Broker's bitcoin held on behalf of elients; these holdings exist across a combination of omnibus het wallets, emnibus cold wallets or in accounts in the Prime
Broker’s name on a trading venue (including third-party venues and the Prime Broker's own execution venue) where the Prime Broker executes orders to buy and sell bitcoin on behalf of clients (each such venue, a Connected Trading Venue). The Prime Broker is not required
te hold any of the bitcoin in the Fund's Trading Balance in cold storage or to hold any such bitcoin in segregation, and neither the Fund nor the Sponsor can control the method by which the Prime Broker holds the bitcoin credited to the Fund’s Trading Balance. Within the
Trading Balance, the Prime Broker Agreement provides that the Fund does not have an identifiable claim wo any particular bitcoin. Instead, the Fund's Trading Balance represents an entitlement to a pro rata share of the bitcoin the Prime Broker has allocated to the omnibus hot
wallets, omnibus cold waliets, and the accounts in the Prime Broker’s name that the Prime Broker maintains at Connected Trading Venues (which are typically held on an omnibus, rather than segregated, basis).

Pursuant to the Prime Broker Agreement, the Fund may engage in purchases or sales of bitcoin by placing orders with the Prime Broker. The Prime Broker will route orders placed by the Sponsor through the Prime Broker's execution platform (the “Trading Platform™) 1o a
Connected Trading Venue where the order will be executed, Each order placed by the Sponsor will be sent, processed and settfed at each Connected Trading Venue to which it is routed. The Prime Broker Agreement provides that the Prime Broker is subject to certain conflicts
of interest, including: (i} the Fund's orders may be routed to the Prime Broker's own execution venue where the Fund's orders may be executed against other customers of the Prime Broker or with the Coinbase acting as principal, (ii) the beneficial identity of the counterparty
purchaser or seller with respect to the Fund’s orders may be unknown and therefore may inadvertently be another client of the Prime Broker, (iii) the Prime Broker does not engage in front-running, but is aware of the Fund’s orders or imminent orders and may execute a trade
for its own inventory {or the account of an affiliate) while in possession of that knowledge and (iv) the Prime Broker may act in a principal capacity with respect to certain orders. As a result of these and other conflicts, when acting as principal, the Prime Broker may have an
incentive to favor its own interests and the interests of its affiliates over the Fund’s interests.

Subject o the fnrcsoms. and to certain pollcn:s and procedures that the Prime Broker Agreement requires the Prime Broker 1o have in place to mitigate conflicts of interest when executing the Fund's orders, the Prime Broker Agreement provides that the Prime Broker shall

have no liability, or for the selection or
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performance of any Connected Trading Venue, and that other Connected Trading Venues and/or frading venues not used by Coinbase may offer better prices and/or lower costs than the Connected Trading Venue used to execute the Fund’s orders.

Once the Sponsor places an order to purchase or sell bitcoin on the Trading Platform, the associated bitcoin or cash used to fund or fill the order, if any, will be placed on hold and will generally not be eligible for other use or withdrawal from the Fund's Trading Balance. The
Fund’s Vault Balance may be used direetly to fund orders, With each Connected Trading Venue, the Prime Broker shall establish an account in the Prime Broker’s name, or in its name for the benefit of clients, to trade on behalf of its clients, including the Fund, and the Fund
will not, by virtue of the Trading Balance the Fund maintains with the Prime Broker, have a direct legal relationship, or account with, any Connected Trading Venue.

The Prime Broker is permitted to suspend or terminate the Prime Broker a&gmcmul:t under certain circumsiances. The Prime Broker does not guarantee uninterrupted access to the Trading Platform or thc services it provides to the Fund, Under ccmm cmumstanocs. the Prime
Broker is permitted to halt or suspend trading on the Trading Platform, or impese limits on the ameunt or size of, or reject, the Fund's orders, including in the event of, among others, (a) delays, of i failure in &, or of service that are
directly due to a cause or condition beyond the reasonable control of the Prime Broker, (b) the Fund has engaged in unlawful or abusive activities or fraud, or (c) (d) a security or technology issue occurred and is continuing that results in the Prime Broker being unable to
provide trading services or accept the Fund’s order, in each case, subject to certain protections for the Fund.

Under the Prime Broker Agreement, the Prime Broker's liability is limited as follows, among others: (i) other than with respect to claims and losses arising from spot trading of bitcoin, or fraud or willful misconduet, among others, the Prime Broker’s aggregate liability shall
not exceed the greater of (A) the greater of (x) 35 million and () the aggregate fees paid by the Fund to the Prime Broker in the 12 months prior to the event giving rise to the Prime Broker's liability, and (B} the value of the cash or affected bitcoin giving rise to the Prime
Broker's liability; (i) in respect of the Prime Broker's obligations to indemnify the Fund and its affiliates against third party claims and losses to the extent arising out of or relating to, among others, the Prime Broker's violation of any law, rule or regulation with respect to the
provision of its services, or the full amount of the Fund’s assets lost due to the insolvency of or security event at a Connected Trading Venue, the Prime Broker's liability shall not exceed the greater of (A) $5 million and (B) the aggregate fees paid by the Fund to the Prime
Broker in the 12 months prior to the event giving rise to the Prime Broker's liability; nnd (iii} in respect of any mcldemal indirect, specml pum:we, consequential or similar losses, the Prime Broker is not liable, even if the Prime Broker has been advised of or knew or should
have known of the possibility thereof. The Prime Broker is not liable for delays, susp of fuilure in or up of service to the extent it is directly due to a cause or condition beyond the reasonable control of the Prime Broker. Both the Fund
and the Prime Broker and its affilistes {including the Bitcoin Custodian) are required to |nd.cnu|lfy each other under certain circumstances. The Prime Broker Agreement 15 governed by New York law and provides that disputes arising under it are subject to arbitration.

The Trade Credit Lender

To avoid having to pre-fund sales of bitcoin fo pay the Sponsor’s Fee and, to the extent applicable, other Fund expenses, the Fund may borrow bitcoin or cash as Trade Credit from the Trade Credit Lender on a shori-term basis. This allows the Fund o sell bitcoin through the
Prime Broker in an amount that exceeds the cash or bitcoin credited to the Fund's Trading Balance at the Prime Broker at the time such order is submitted to the Prime Broker, which is expected to facilitate the Fund’s ability to pay the Sponsor’s Fee and, to the extent
applicable, other Fund expenses in a timely manner by secking to lock in the bitcoin price on the payment date, rather than waiting for the bitcoin held in the Vault Balance to be transferred to a Trading Balance prior to selling the bitcoin. The Fund is required by the terms of
the Coinbase Credit Commitied Trade Financing Agreement, which is part of the Prime Brokemgree.m«m:. to repay any extension of Trade Credit by the Trade Credit Lender by 6:00 p.m. ET on the business day following the day that the Trade Credit was extended 1o the Fund,
There is a maximum amount of Trade Credit that the Trade Financing A permits to be at any one time, and the Trade Credit Lender is only required to extend Trade Credits to the Fund to the extent such bitcoin or cash are actually available to the Trade
Credit Lender. For example, if the Trade Credit Lender is unable to itsclf borrow bitein to lend to the Fund as a Trade Credit, or there is & material market disruption {as determined by the Trade Credit Lender in good faith and in
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its sole discretion), the Trade Credit Lender is not obligated to extend Trade Credits to the Fund. To secure the repayment of Trade Credits, the Fund has granted a first-priority lien to the Trade Credit Lender over the assets in its Trading Balance and Vault Balance. If the Fund
fails to repay & Trade Credit within the required deadline, the Trade Credit Lender is permitied to take conirol of biteoin or cash credited to the Fund’s Trading Balance and Vault Balance (though it is required to exhaust the Trading Balance prior 1o faking control of assets in the
Vault Balance) and liguidate them to repay the outstanding Trade Credit. Trade Credits bear inferest.



THE MARKETING AGENT
Franklm Distributors, LLC is the Marketing Agent of the Fund. The Marketing agent is an affiliate of the Sponsor and has its principal address at One Franklin Parkway, San Mateo, CA 944031906,

The Marketing Agent and its affiliates may from time to time purchase or sell Shares for their own account, as agent for their customers and for accounts over which they exercise investment discretion,

The Marketing Agent is ible for marketing the Fund and the Shares on a continuous basis, Among other things, the Marketing Agent will assist the Sponsar in: (1) developing a marketing plan for the Fund on an ongoing basis, (2) preparing marketing materials
regarding the Shares, mcludms the content on llw Fund’s website; (3) executing the marketing plan for the Fund; (4) conducting public relations activities related to the marketing of Shares; and (5) incorporating bitcoin into its strategic and tactical exchange-traded fund
rescarch.

LS. FEDERAL INCOME TAX CONSEQUENCES

The following is a discussion ul'\,crlmn us. I'cdcw] income tiax consequences th.l! generally will apply to the purchase, and di of Shares for S| who acquire their Shares solely for cash. The discussion below is busul on the Inlemaﬂ Revenue Code
of 1986, as amended (the “Code™), Ts and judicial and admmistrative 1 ml.crwclatmns ufd|c Codn all as in effect on the :I:uc of this Prospectus and all nt “hJch are subject to change either or y. The tax

of Shareholders may vary g upon their own particular ci Certain Sharcholders (i g but not limited to banks, financial insti ies, real estate i trusts, U5, Tax-Exempt
Shareholders (as defined below) who .Acqum: their Shares with i indehed L pt o tax-ad | plans or accounts, brokers or dealers, traders, p.u'lmuh]ps or S corporations for LS. f'elleul income tax purposes, persons holding Shares as a
position in a “hedging,” “straddle,” “conversion,” “constructive salc” or other integrated transaction for U5, tcdm] income tax purposes, persons whose “functional currency™ is not the U.5. dollar, persons required for ULS. federal income tax purposes to accelerate the
recognition of any item of gross income with respect to the Shares as a result of such income being gnized on an applis financial or other investors with special circumstances) may be subject to special rules not discussed below. Tn addition, the following
discussion applies only to investors who will hold Shares as “capital assets” (generally, property held for i .M -, the di ton below does not address the effect of any state, local or foreign tax, or any U.S. federal non-income tax law consequences thut may
apply to an investment in Shares, or the Medicare contribution tax imposed on certain net investment income. Purchasers of Shares are urged to consult their own tax advisers with respect to all US. federal, state, local and foreign tax law i [y to
their investment in Shares,

For purposes of this di ion, a "5, isa

that 15 (o is treated as), for U.S. federal income tax purposes:
= an individual who is a citizen or resident of the United States;
= acormporation created or organized in or under the laws of the United States, any state thereof or the District of Columbia;

+  an estate, the income of which is includible in gross income for U.S. federal income tax purposes regardless of its source; or
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= atrust, if a court within the United States 1s able to exercise pnimary sup: 10n over the admini of the trust and one or more United States persons have the authority to control all substantial decisions of the trust.
For purposes of this di ion, & “L1L.S. Tax-Exempt Shareholder™ is a U.8. Sharcholder that is exempt from tax under Section 501(a) of the Code.
For purposes of this di ion, a “Non-U.5. Sharcholder” is a Sharcholder that is {or is treated as), for ULS, federal income tax purpescs:

+  anonresident alien individual;
= aforeign corporation; or
= an estate or trust whose income is not subject 1o 115, federal income tax on a net income hasis,

1f an entity or treated as ap ip for U8, federal income tax purposes holds Shares, the tax treatment of a partner generally depends upon the status of the partner and the activitics of the parinership. If you are a partner of a parinership holding Sharcs, the
discussion below may not be applicable and we urge you to consult your own tax adviser for the U.S, federal income tax implications of the purchase, ownership and disposition of such Shares,

Taxation of the Fund

The Sponsor will treat the Fund as a “grantor trust” fc/r LS. federal income fax purposes. In the opinion of Stradley Ronon Stevens & Young, LLP, although not free from doubt due to the lack of directly governing authonty, the Fund should be classified as a “grantor trust™ for
U5, federal income tax purposes {and the i ion assumes such ification). If the Fund is properly treated as a grantor trust for U.S. federal income tax purposes, the Fund itself should not be subject to 1.5 federal income tax. Instead, the Fund’s income and
expenses should “flow through” 1o the Shareholﬂe.r& and the Fund will rcpon the Fund's income, gains, losses and deductions to the IRS on that b The epinion of Stradley Ronon Stevens & Young, LLP is not binding on the IRS or any court. Accordingly, there can be no
assurance that the [RS will agree with the conclusions of counsel's opinion and it is possible that the IRS or another tax authonity could assert a position contrary to one or all of those conclusions and that a court could sustain that contrary position. The Spensor does not intend
to request & ruling from the IRS with respect to the classification of the Fund for U.S. federal income tax purposes or with respect to any other matter. If the IRS were to assert successfully that the Fund is not classified as a “grantor trust,” the Fund would likely be classified as
either a partnership for U5, federal income tax purposes, in which case there might be different timing or other tax consequences to the Shareholders, or as 2 publicly traded parinership that would be taxable as a corporation for U.S. federal income fax purposes, in which case
the Fund would be taxed in the same manner as a regular Dorpulaticm on its taxable income and distributions to Sharcholders out of the eamings and profits of the Fund generally would be taxed to Shareholders as ordinary dividend income (which may be eligible for
preferential rates, in the case of non-corp {y . of a dividends received deduction, in the case of corp However, due to the uncertain treatment of digital currency for 1.5, federal income tax purposes, there can be no assurance in this regard. Except as
otherwise indicated, the inder of this d ion assumes that the Fund is classified as a grantor trust for U.S, l'aderal income tax purposes.

Taxation of U.5. Shareholders

Shareholders will be treated, for U.S. federal meome tax purposes, as if they directly ewned a pro rata share of the underlying assets held in the Fund. Sharcholders also will be treated as if they directly received their respective pro rata shares of the Fund's income, if any, and as
if they directly incurred their respective pro rata shares of the Fund’s expenses, For purposes of this discussion, and unless stated otherwise, it is assumed that all of a Sharcholder’s Shares are acquired on the same date and at the same price per Share. Sharcholders that hold
multiple lots of Shares,

or that are contemplating acquiring multiple lots of Shares, should consult their own tax advisers as o the determination of the tax basis and holding period for the undeslying bitcoin related to such Shares.

Current IRS guid: on the of ible virtual lassifies bitcoin as “property” that is not currency for U5, federal ncome tax purposes and clanfies that bitcoin could be held as a capital asset, but it does not address several other aspects of the US.
federal income tax treatment of bitcoin. Because bitcoin is a recent technological innovation, the U.S. federal income tax treatment of bitcein or ions relating to i in bitcoin may evolve and change from those discussed below, possibly with retroactive effect.
In this regard, the IRS indicated that it has made it a priority 1o issue additional guudanr:e fel.al.od 1o the taxation of virual cusrency i such as ions involving biteoin. While it has siarted 10 issue such additional guidance, whether any future guidance will
adversely affect the U.S. federal income tax treatment of an investment in bitcoin or in relating to 1 in bitcoin is unk level that may arise with respect to digital currencies may increase the uncertainty with respest to the

treatment of digital currencies for U.S. federal income tax purposes. This discussion assumes that any bitcoin the Fund may hold is properly t.mamd for 11! S federal income tax purposes as property that may be held as a capital asset and is not eurrency for purposes of the
provisions of the Code relating te foreign currency gain and loss,

The Fund expects to sell or use ‘mtoo:n o pay certain expenses of the Fund, though the Fund does not intend to sell hitcain for other purposes. If the Fund sells bitcoin (for example to generate cash to pay fees or expenses) of s treated as selling bitcoin (for example by using
biteoin fo pay fees or exp gel y will gnize gain or loss in an amount equal to the difference between (a) the Shareholder’s pro rata share of the amount realized by the Fund upon the sale and (B) the Sharebolder's tax basis for its pro rata share of the
bitcoin that was sold. AShalcbuld.er smxbnslsﬂunlsshamufznyb\mmsuldhyllw Fund should Ly be ds ined by multiplying the Sharcholder's total basis for its share of all of the bitcoin held in the Fund immediately prior to the sale, by a fraction the numerator of
which is the amount of bitcoin sold, and the denominator of which is the total amount of the bitcoin held in the Fund immediately prior to Lhc sale. After any such sale, a Shareholder’s tax basis for its pro rata share of the bitcoin remaining in the Fund should be equal to its tax
basis for its share of the total amount of the bitcoin held in the Fund immediately prior to the sale, less the portion of such basis allocable to its share of the bitcoin that was sold

Upon a Sharcholder’s sale of some or all of its Shares, the Sharcholder will be treated as having sold the portion or all, respectively, of its pro rata share of the kitcoin held in the Fund at the time of the sale that is attributable to the Shares sold, Accordingly, the Sharcholder
generally will recognize gain or loss on the sale in an dmuuni equal m the d(ﬁwume hetween (a) the amount realized pursuant to the sale of the Shares, and (b) the Shareholder's tax basis for the portion of its pro rata share of the bitcoin held in the Fund at the time of sale that is
attributable to the Shares sold, as determined in the manner described in the Based on current IRS guidance, such gain or loss (as well as any gain or loss realized by a Sharcholder on account of the Fund selling bitcoin) will generally be long-term or short-
term capital gain or loss, depending upon whether the Sharcholder has a helding period of greater than one year in its pro rata share of the bitcoin that was sold.

A redemption of some or all of a "s Shares in for the ing bitcoin by the Shares redeemed gcncra]]y Wlll not bc a taxable event to the Sharcholder. Thc Shareholder's tax basis for the bitcoin reccived in the redemption gencrally will be the
same as the Sharcholder's tax hasis for the portion of its pro rata sha:c ofthc bitcoin held in the Fund i diately prior to the ption that 1o the Shares The Sharchelder's holding period with respect to the bitcoin received generally should inclade
the period during which the Shareholder held the Shares red. 1 A sale of the bitcoin received by the Shareholder generally will be a taxable event, unless a nonrecognition provision of the Code or Treasury Regulations applies to such sale.

After any sale or redemption of less than all of a Shareholder’s Shares, the Sharcholder's tax basis for its pro rata share of the hitcoin held in the Fund immediately after such sale or redemption gencrally will be equal to its tax basis for its share of the total amount of the bitcoin
held in the Fund immediately prior to the sale or redemption, less the portion of such basis which is taken into account in determining the amount of gain or loss recognized by the Shareholder upon such sale or redemption for money or, in the case of an in-kind redemption, that
i treated as the basis of the bitcoin received by the Sharcholder in the redemption.

5

1f 2 hard fork occurs in the Bitcoin blockehain, the Fund could mmporarﬂy hold hmh the eriginal bitcoin and the aliernative new asset as the Sponsor determines, in its sole discretion, which asset it belicves is gcncfally accepted as bitcoin. The other asset will be treated as an
Incidental Right andfor TR Virtual Currency, in with the p f herein. The TRS has held that a hard fork resulting in the creation of new units of cryplocurrency is a taxable event giving rise to ordinary income. The receipt, distribution and’or sale of
the new alternative asset may cause Shareholders to incur a 1S, federal income tax liability. While the IRS has not addressed all situations in which airdrops oceur, it is clear from the reasoning of the IRS s current guidance that it generally would treat an zirdrop as a taxable
event giving rise to ordinary income, and it is anticipated that any gain or loss from disposition of any assets received in the airdrop would generally be treated as giving rise to capital gain or loss that generally would be short-term capital gain or loss, unless the holding period
of those assets were treated as being greater than one year as of the time they are sold.

Brokerage Fees and Fund Expenses

Any ing or other ion fee incurred by a Shareholder in purchasing Shares will bc treated as nsn of the Slmn:hu]du 5 tax hasn in the undr:rlymg assets of the Fund. Similarly, any brokerage fiee incurred by a Sharcholder i selling Sham! will reduce the
amount realized by the Shareholder with respect to the sale. Tt is also possible that, based on the mech. inted with red a8 may some amount of income, expense, gain or loss in ion with redemplions of other Shareholders, based on
differences between the prices at which Shareholders generally will be redeemed and the actual prices at which the Fund sells blanln

Shareholders will be required fo recognize the full amount of gain or less upon a sale or deemed sale of bitcoin by the Fund {as discussed above), even though some or all of the proceeds of such sale are used by the Sponsor to pay Fund expenses, Shareholders may deduct their
respective pro rata shares of each expense incurred by the Fund to the same extent as if they directly incurred the expense. Sharcholders who are individuals, estates or trusts, however, may be required to treat some or all of the expenses of the Fund as miscellaneous itermized
deductions. An individual may not deduct mi itemized i for tax years inning after December 31, 2017 and before January 1, 2026. For tax years beginning after December 31, 2025, individuals may deduct certain miscellancous itemized deductions only
to the extent they exceed in the aggregate 2% of the individual’s adjusted gross income, Similar rules apply to certain miscellaneous itemized deductions of estates and trusts, In addition, such deductions may be subject 1o phase outs and other limitations under applicable
provisions of the Code.

Investment by U.S. Tax-Exempt Sharcholders

Individual retirement accounts {“IRAs™} and participant-directed accounts under tax-qualified retirement plans are limited in the types of investments they may make under the Code. Potential purchasers of Shares that are TRAs or participant-directed sccounts under a Code
section 401 (a) plan should consult with their own tax advisors as to the ability to purchase Shares and the tax consequences of a purchase of Shares.

Taxation of U.5. Tax-Exempt Shareholders



Income recognized by U.S. Tax-Exempt Sharcholders is generally exempt from U.S. federal income tax except to the extent of such Sharcholders” UBTL UBTI is defined generally as income from a trade or business regularly carried on by a tax exempt entity that 1s unrelated
to the entity’s exempt purpose. Dividends, interest and, with certain exceptions, gains or losses from the sale, exchange or other disposition of property are generally excluded from UBTI (50 1ong as ot derived from dcht Fnancod property). When a ULS, Tax-Exempt
Shareholder owns an interest in a grantor trust, such as the Fund, the activities of the Fund {and any pass-through entities or disregarded entities in which the Fund ewns an interest) are attributed to the U.S, Tax-Exempl holder for purposes of d ining whether such
Shareholder's share of mcome 15 of the grantor trust UBTL

The Fund's investments and activities relating thereto may cause a U.S. Tax-| Em:m.pt Shareholder to realize UBTL In the absence of any g\m!unn: on the matter, a U8, Tax-Exempt Sharcholder's share of income from a fork, airdrop, or similar event may be treated as UBTL If

the Fund were to incur liabilities, and thus, be treated as holding property i debt-fi d property (ge: ly, assets d with | f funds), income attributable to such property generally would constitute UBTL

UBTI generally is separately caleulated for cach trade or business of a ULS. Tax-Exempt Sharcholder. Thus, a U.S. Tax Exempt Sharcholder generally cannot use deductions relating to one trade or business to offset income from another trade or business.

ALLS, private dati il an i should be aware that, if such a foundation acquires a sufficiently large number of Shares, such Shares could become an “excess business holding™ that cm:ld subject the foundation to a US, excise tax, A private foundation
should consult its tax advisors regarding the excess business holdings provisions of the Code and other respects in which the provisions of Chapter 42 of the Code could affect the to such 1 of i and holding Shares.

Prospective investors who are U5, Tax Exempt Shareholders should consult their tax advisors with respect to the U8, federal income tax consequences of an invesiment in Shares.

Taxation of Non-U.5. Shareholders

The Fund does not expect (though no assurance can be given) that it will be treated as engaged in a trade or business within the United States or recognize income that is treated as “effectively connected” with the conduct of a trade or business in the United States (“ECI™).
However, while it is unlikely that any income that the Fund might recognize as a result of a fork, airdrop or similar event would give rise to effectively connected income, there has been no guidance as to how such events may be treated, Therefore, there can be no assurance

that the Fund will not be treated as engaged in a U.S, trade or business or will not otherwise generate income treated as effectively connected with a ULS, wrade or business for U.S, federal income tax purposes.

Provided that the Fund is not engaged in the conduct of 2 U5, trade or business, and that it does not otherwise generate income treated as effectively connected with a ULS. trade or business, the 1.5, federal income tax liahility of a Non-UL5, Sharcholder with respect to that
Shareholder's Shares generally will be limited to withholding tax on certain gross income from U8, sources (if any) generated by the Fund.

AMon-1.5, Shareholder’s allocable share of ULS. source dividend, interest, rental and other “fixed or determinable annual or periodical gains, profits and income™ (“FDAPT) that is not ECT generally will be subject to U5, federal withholding tax at a rate of 30% (unless
reduced or eliminated by an applicable income tax treaty or statutory exemption). There is currently no guidance as to whether income recognized by the Fund as a result of a fork, airdrop or similar event would constitute ULS. source FDAP.

A Non-11.5, Sharcholder resident in a jurisdiction with which the TS, has an income tax treaty may he enfitled to the benefits of that treaty in order to reduce or elimil the 30% LS. withholding tax with respect to that Shardwldcr s dlsrrlbun\'c share oflm:ome that the Fund
treats as U.S.-source FDAP if under the laws of that non-U.S, jurisdiction, the Fund is treated as tax-transparent and certain other conditions are met. In order o secure the benefits of an applu.ub]e: meome tax treaty through a red or of Non-U.8.
Sharcholders will generally be required to certify their non-1.5. status by providing the Fund with an executed IRS Form W-8BEN or W-SBEN-E. However, if a Non-1.8. Sharcholder fails to provide such IRS Forms, the Fund intends to withhold at a full 30% rate on any Non-
1.5, Shareholder’s share of UL.5.-source FDAF, in which case the Non-U1.S, Shareholder must file a refund claim with the IRS in arder to obtain the benefit of a reduced rate or exemption,

1f the proper amounts are withheld and remitted to the U_S. government and the Fund does not recognize ECT, Non-1U.5. that are individuals or ions will g y not be required to file U8, federal income tax returns or pay additional U.S. federal income
taxes solely as a result of their investments in the Fund (though Non-17.5. Shareholders treated as trusts for U8, federal income purposes are subject to special rules).

1f the Fund is treated as a panm:rshlp {for U8 federal income tax purpr.rscs], a Non-11.8. Sharcholder is treated as disposing of Shares, and any portion of the gain realized on the disposition would be treated as ECI, such Shares may be subject to a withholding tax equal o 10%

of the amount realized on the disposition (subject fo reduction or ion in certain ci Mon-U.8. Shareholders are urged 1o consult with their tax advisers regarding the application of this withhelding tax.
&
1f the Fund is treated as having any ECI {or any portion of the gain realized on a Non-11.S, Sharcholder's disposition of Shares is treated as ECT), then if such Non-ULS. Shareholder is treated as a corporation, it may alse be subject to U5, federal branch profits tax on its

effectively connected earnings and profits {which, with respet to the Shares, would generally be such Non-1.5. Shareholder's share of ECI from such Shares, reduced by deductions taken into account by the Sharcholder in computing its ECT, and further reduced by the ULS.
federal income taxes imposed on such ECI). U.S. federal branch profits tax is generally imposed at a 30% rate, though it may be reduced under the Code or pursuant to an applicable income tax treaty.

United States Information Reporting and Backup Withholding

The Sponsor will cause the Fund to file certain information returns with the TRS, and provide certain tax-refated i w Sh i wlth the Fund To the emnt required by ap ions, each will be provided with information

regarding its allocable portion of the Fund s annual income, expenses, gains and losses (if any). U.S. Sharehcl.dm generally may wmply w1l|| Ihcse Jenti by p the Fund a duly c.umplehe&l and executed IRS Form W-9 {Request for Taxpayer

!dmtmcamn Numhu and Certi i Non-LLS. generally may comply with these i by p g the Fund with the u‘lcv‘anl IRS Form W-§, duly pleted and executed. may be required to satisfy certain information
T g oF quil e.8., those imposed by FATCA, in order to avoid certain inft i porting and withholding tax requi

The amount of any backup withholding will be allowed as a credit against a Shareholder's U.S. federal income tax liab

ity and may entitle the Sharcholder to a refund, provided that the required information is furnished to the IRS in a timely manner.

PROSPECTIVE SHAREHOLDERS ARE URGED TO CONSULT THEIR TAX ADVISERS TO DISCUSS ALL TAX CONSIDERATIONS THAT MAY BE RELEVANT TO THEM ASSOCIATED WITH ANY PURCHASE, HOLDING, SALE, REDEMPTION OR OTHER
DEALING IN THE SHARES BEFORE DECIDING WHETHER TO INVEST IN THE SHARES.

ERISA AND RELATED CONSIDERATIONS

The Employee Retlreme.nl Income Secumy Act of 1974 (“ERISA™) and/or Section 4975 of the Code impose certain requirements on: (i) employee benefit plans and certain other plans and including individual reti accounts and annuities, Keogh plans and
certain coll funds or company general or separate accounts in which such plans or arrangements are invested, that are subject to Title | of ERISA andfor Section 4975 of the Code (collectively, “Plans™); and (i1) persons who are fiduciaries with respect
to the investment of assets treated as “plan assets” within the meaning of U.S. Depariment of Labor {the "DOL”) regulation 29 CFR. § 2510.3-101, as modified by Section 3{42) of ERISA (the "Plan Asscts ion™), of a Plan. by Plans are subject to the
fiduciary i and the applicability of prohibited ion restrictions under ERISA and the Code.

“Governmental plans” within the meaning of Section 3(32) of ERISA, certain “church plans” within the meaning of Section 3{33) of ERISA and “non-17.5. plans™ described in Sccl!cm 4{b)f4} of ERISA, while not subject to the fiduciary resy ility and

provisions of Title [ of ERISA or Section 4975 of the Code, may be subject to any federal, state, local, non-1U.5. or ether law or Jation that is sul fally similar to the P ions of ERISA and the Code. Fiduciaries of any such plans are advised to consult with
their counsel prior to an investment in the Shares.

In cmtmp]atmg an investment of a portion of Plan assets in the Shares, the Plan fiduciary responsible for making such invesiment should carefully consider, taking into account the facts and qrmmsmnces ol't.hn. Plan, the “Risk Factors™ discussed above and whether such

mvestment is consistent with its fiduciary responsibilitics. The Plan fiduciary should consider, among other issues, whether: (1) the fiduciary has the authority to make the i under the g plan i {2) the i would itute a direct
or indirect non-exempt prohibited transaction with a “party in interest” or “disqualified person™ within the meaning of ERISA and Section 4975 of the Code respectively; (3) the i isin w!lh the Plan’s funding objectives; and

&R
(4} such investment is appropriate for the Plan under the general fiduciary ication, taking into account the overall investment policy of the Plan, the ition of the Plan's i pertfolio and the Plan’s need for sufficient
liquidity to pay benefits when due, When evaluating the prad of an i in the Shares, Lhe Plan ﬁducuu'y should consider the DOL's regulation on invesiment duties, which can be found at 20 C.FR. § 2550.404a-1,
Tt is intended that (a) none of the Sponsor, the Trustee, the Admini: the Ci di: the Marketing Agent or any of their respective affiliates (the “Tr. ion Parties™) has through this prospectus and related materials provided any investment advice within the meaning of

Section 3(21) of ERISA to the Plan in connection with the decision 1o purchase er acquire such Shares and (b) the information provided in this prospectus and related materials will not make a Transaction Party a fiduciary to the Plan.
INITIAL AP

The Initial AP agreed to purchase §[ ] in Shareson [ ], 2023, andon| ], 2023 took delivery of, [ ] Shares at a per-Share price of 8] | (the “Seed Creation Units™). The per-Share price on [ ], 2023 was equal to [ Jth of bitcoin determined using [ . The [ Jon[ 1,
2023 was 5[ ]. As of the date of this prospectus, these [ ] Shares represent all of the outstanding Shares. The Initial AP may offer all of the Shares comprising the Seed Creation Units to the public pursuant to this prospectus.

The Initial AP will not recetve from the Fund, the Sponsor or any of their affiliates any fee or other compensation in connection with the sale of the Sced Creation Units. The Initial AP will be acting as underwriter with respect to the Seed Creation Units.

The Sponsor and the Fund have agreed to indemnify the Initial AP against certain labilities, including liabilities under the Securities Act, and to contribute to payments that the Initial AP may be required to make in respect thereof.

PLAN OF DISTRIBUTION
In addition to, and independent of the initial purchase by the Initial AP {(described above), the Fund issues Sharcs in Creation Units to Authorized Participants in exchange for deposits of hitcoin on a continuous basis. As of the date of this the A
are [ ] Because new Shares can be created and issued on an ongeing basis, at any point during the life of the Fund, 2 “distribution,” as such term is used in the Securities Act, will be occurring, The Initial AP will be deemed to be a statwtory underwriter, Pamclpams other
broker-dealers and other pe(sum are L..mhulwd :hut some of their activities will result in their being deemed participants in a distribution in a manner which would render them statutory underwriters and subject them to the prosp felivery and liability provisions of the
Securities Act. For example, an A other broker-dealer firm or its client will be deemed a statutory underwriter if it purchases a Creation Unit from the Fund, breaks the Creation Unit down into the uunsl]lm:m Shares and sells the Shares to its customers; or
if it chooses to couple the creation of 2 suppl} of new Shares with an active selling effort involving solicitation of scmndary market demand for the Shares. A d ination of whether a p lar market participant is an underwriter must take into account all the facts and
circumstances pertaining to the activities of the broker-dealer or its client in the particular case, and the | ioned above should not be idered a plete description of all the ivities that \wuld. lead to designation as an underwriter.
By executing an Authorized Participant A an Authorized Partici becomes part of the group of parties eligible to purchase Creation Units from, and submit Creation Units for redemption 1o, the Fund, An Authorized Participant is under no obligation to create or
redeem Creation Units, and an Authorized Partici) is under no obligation to offer to the public Shares of any Creation Units it does create.

Invesiors that purchase Shares rhmugl a commission/fee-based brokerage account may pay commissions/fees charged by the brokerage account. We recommend that investors review the terms of their brokerage accounts for details on applicable charges, Dealers that are not
“underwriters” but are participating in a distribution (as contrasted with ordinary secondary trading transactions), and thus dealing with Shares that are part of an “unsold allotment™

L)

within the meaning of Section 4(a)3)(C) of the Securities Act, would be unable to take ad ge of the prosp delivery ption provided by Section 4(ap(3) of the Securities Act.

The Spousm' intends o qualify the Shsn:s in states selected by the Spcnwm\dt.hnt sales be made through broker-dealers who are members of Financial Industry Regulatory Authority, Inc. (“FINRA™). Investors intending to create or redeem Creation Units through Authorized
in not involving a broker-dealer regi d in such investor’s state of domicile or residence should consult their legal advisor regarding applicable broker-dealer or securities regulatory requirements under the state securitics laws prior to such creation or

nxlemptiun.

Because FINRA views the Shares as interests in a direet participation program, no FINRA-member, or person associated with a member, will participate in a public offering of Shares except in compliance with Rule 2310 of the FINRA Rules. The Authorized Participants do not
receive from the Fund or the Sponsor any compensation in connection with an offering of the Shares,

The Shares will be listed and traded on Choe BZX Exchange under the ticker symbol “[ 1"

CONFLICTS OF INTEREST



General

Prospective investors should be aware that it is the Sponsor’s and the Trust's position that Shareholders have, by purchasing Shares, d to the following conflicts of interest in the event of any proceeding alleging that such conflicts violated any duty owed by the Sponsor
to the Sharcholders.

There are certain entities with which the Sponsor may have relatsonshlps that may give rise o con.ﬂms of interest, or the appearance of conflicts of interest, These entities include the following: affiliates of the Sponsor and the Marketing Agent (including Franklin R
Inc., cach of its affiliates, directors, pariners, trustees, it officers and empl 5 ively, the “Affiliates™).

The activities of the Sponsor, the Marketing Agent and the Affiliates in the HAnAgement of, o their interest in, their own aceounts and other accounts they manage, may present conflicts of interest that could disadvantage the Fund and its Shareholders, One or more of the
Spensor, the Marketing Agent or the Affiliates provide investment management services to other mvestment vehicles, funds and discretionary managed accounts that may follow an imvestment program similar to that of the Fund. The Sponsor, the Marketing Agent and the
Affiliates i are involved ide with a broad spectrum of financial services and asset management activities and may engage in the ordinary course of business in activities in which their interests or the interests of their clients may conflict with those of the Fund
and its Sharehelders. One or more of the Sponsor, the Marketing Agent or the Affiliates act or may act as an investor, investment banker, research provider, investment manager, financier, underwriter, advisor, market maker, trader, prime broker, lender, agent and principal, and
have other direct and indirect interests, m assets in which the Fund directly and indirectly invest.

Thus, it is likely that the Fund will have multiple business relationships with and will engage in fransactions with or obtain services from entities for which the Sponsor, the Marketing Agent or an Affiliate performs or seeks fo perform invesiment banking or other services,
Resolution of Certain Conflicts

The Trust's govemning instruments provide that in the case of a conflict of interest between the Sponsor and its affiliates, on the one hand, and the holders of Shares, on the other, the Sponsor will use commercially reasonable efforts to resolve such conflict considering the
relevant interests of each party (including its own interests) and related benefits and burdens, any customary or accepted industry practices, and any applicable generally accepted accounting practices or principles. In the absence of had faith by the Sponsor, such a resolution
will not itute a breach of the Declaration of Trust, the Sponsor Apreement, or any duty or ebligation of the Sponsor. Notwithstanding the foregoing, in no event will the Sponsor or its affiliates be required to divest itself of, or restrict its services or other activities with
respect to, any assets they currently or may hold, manage or control on their own behalf or on behalf of any customer, client or any other person.

Issues Relating to the Valuation of Assets

The Sponsor will value the Fund's assets in accord.anc; with valuation policies established by the Sponsor; however, the manner in which lhe Sponsor exercises its discretion with respect 1o valuation decisions will impact the valuation of assets of the Fund. To the extent that

fees are based on valuat the exercise of di in valuation by the Sponsor will give nse to conflicts of mterest mcluding in ¢ with the calcul of Sponsor’s Fees. In addition, various divisions and units within Franklin Templeton are required to value assets,

Tuding in ion with ging or ad\-'lslng other accounts for clients, such as registered and unregistered funds and owners of separately managed accounts (“Client Accounts”). These various divisions, units and affiliated entitics may, but are under no obligation to,
share i i di Tuati ques and models or other information relevant 1o the valuation of a specific asset or category of assets. Regardless of whether or not the Sponser has access to such information, to the extent the Sponsor values the assets held by the
Fund, the Sponsor will value 1 fing to its valuation policics, and may value an identical asset differently than such other divisions, units or affiliated entities.

The Sponsor reserves the ght to utilize third-party vendors to perform certain functions, including valustion services, and these vendors may have interests and incentives that differ from those of Sharcholders,
LEGAL MATTERS

The validity of the Shares will be passed upon for the Sponsor by Stradley Ronen Stevens & Young, LLP, which, as ULS. tax counsel to the Fund, will also render an opinion regarding the material federal income tax consequences that generally will apply under currently
applicahle law to the purchase, ownership and disposition of Shares by a “U.5, Sharcholder” as defined in the material under the caption “United States Federal Tax Consequences™ in this prospectus.

EXPERTS

The financial statements as of [ 71, 2023 included in this prospectus have been so included in reliance on the report of [ ], an indep i i public ing firm, given on the authority of said firm as experts in accounting and auditing,

WHERE YOU CAN FIND MORE INFORMATION

The Sponsor has filed on behalf of the Fund a registration statement on Form S-1 with the SEC under the Securities Act. This prospectus does nod contain all of the information set forth in the registration statement (including the exhibits to the regisiration statement), parts of
which have been omitted in accordance with the rules and regulations of the SEC. For further information about the Fund or the Shares, please refer to the ves;stranon statement, nh:ch you may inspeet, without charge, online at www.see.gov. Information about the Fund or the

Shares can alse be obtained from the Sponsor's website at [ . This Internet address is only provided here as a convenience to you, and the 1 on or 1o the Fund's website is not considered part of this prospectus. “&: will make available, free of
charge, on our website our Form 10-K, quarterly reports on Form 10-Q) and current reports on Form 8-K (including any amendments thereto), proxy and other i on filed with, ar ished to, the SEC, as soon as after such are
50 filed or furnished.

The Fund will be subject to the informational requirements of the Exchange Act and the Sponsor will, on behalf of the Fund, file certain reports and other information with the SEC. These filings will contain certain important information that does not appear in this prospectus.
For further information about the Fund, you may read and copy these filings at the SEC's Internet site (www.sec.gov), which also contains reports and other information regarding issuers that file electronically with the SEC.
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In this prospectus, each of the following terms has the meaning set forth below:
“Administration A " — The Administrative Services A between the Admini and the Fund.
“Administrator” — [The Bank of New York Mellon].
“Affiliate” — Any affilistes of the Sponsor and the ing Agent (i ing Franklin Inc., each of its affiliates, directors, partners, trustees, managing members, officers and employees).

“pirdrop™ — An occurrence where holders of a particular digital asset may be entitled to claim a certain amount of a new digital asset for free, based on the fact that they hold such particular digital asset.
“Article 8" — Anticle & of the New York Uniform Commercial Code.

“Authonized Participant” — A person who, at the time of submitting an erder to create or redeem one or more Creation Units (i) is a registered broker-dealer, (ii) is a DTC Particip or an [ndirect Partici and {iii) has in effect a valid Authorized Participant Agreement.

honzed Parti A " — An entered mto by an Authorized Participant, the Sponsor and the Trustee that provides the procedures for the creation and redemption of Creation Units.
“Bitcoin blockehain™ — The blockehain ledger for Bitcoin,
“Bitcoin Custodian™ or “[Coinbase Custody™ — Coinbase Custody Trust Company, LLC].
“Bitcoin network” — Bitcoin blockchain and any digital asset network, including the Bitcom peer-to-peer network.
“Bitlicense™ — A business license under 23 New York Codes, Rules and Regulations (NYCRR) Part 200,
“BMR" —The UK Benchmarks Regulation.
“[BNYM]" — [The Bank of New York Mellon].
“Business Day"” — Any day other than: {1) a Saturday or a Sunday, or (2} a day on which the Choe BZX Exchange is closed for regular trading,
*Cash Custodian™ — [The Bank of New York Mellon],
“CBDCs" — Digital forms of legal tender, called central bank digital currencies, introduced by central banks in various countries.
“Choe BZX Exchange” — Choe BZX Exchange, Inc.
“CF Benchmarks Index™” — [The CME CF Bitcoin Reference Rate — New York Variant for the Bitcoin — U.S. Dollar trading pair.|
“CFPB” — The Consumer Financial Protection Burcau.
“CFTC" — The ULS. Commedity Futures Trading Commission.
“Client Account” — Other accounts for clients, such as registered and unregistered funds and owners of separately managed accounts that various divisions and units within Franklin Templeton manage or advise.

*“Code”™ — The United States Internal Revenue Code of 1986, as amended.
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“Code of Ethics”™ — The codification of the Sponsor's business and ethical principles that applies to its exceutive officers.

“Cold Vault Balance” — The “cold storage™ or similarly secure technology in which the Bitcoin Custodian will keep a substantial portion of the private keys associated with the Fund's bitcoin.
“Commodity Exchange Act" or “CEA” — The United States Commeodity Exchange Act of 1936, as amended.

“Connected Trading Venue” — A venue (including third-party venues and the Prime Broker’s own execution venue) where the Prime Broker executes orders to buy and sell bitcoin on behalf of the Fund,

“Consti " — The i digital asset of the CF Index, which are chosen by the Index Administrator and could change over time.

“Constituent Platforms" — The constituent bitcoin exchanges, which may change from time to time, are currently Bitstamp, Coinbase, itBit, Kraken, Gemimi, and LMAX.

“Creation Unit” — A block of ] Shares.



“Lreation Unit Biteom Amount” — he amount of biteoin which [BNY M| will adjust as determined on cach Business Lay as prompily as practicable atter £:00 pm. E1, by mulfiplying the NAV by the number of Shares i each Creation Uit {|_ [) and dividing the resulting
product by that day’s CF Benchmarks Index.

“Custodian A " — The ags d by New York law, between the Fund and the Bitcoin Custodian regarding the custody of the Fund's biteain,

“Custodians” —The Cash Custodian and Biteoin Custodian, collectively.
“Custodians’ Fee" — The fees payable 1o the Custodians.

“Dreclaration of Trust” — The Agreement and Declaration of Trust dated as of [__], 2023, among the Sponsor, the Trust and the Trustee,

“DFPI" — The California D of Financial P1 ion and 1

“DOL" — The LS. Department of Labor.

"DISTA™ — The Delaware Stamtory Trust Act.

"DTC" — The Depository Trust Company.

“DITC Participant” — An entity that has an account with DTC.

“ECT" — Income that is treated as “effectively connected” with the conduet of a trade or business in the United States.

“ERISA™ — The Employee Retirement Income Sccurity Act of 1974, as amended.

“ET" — Eastern Time Zone.

“Ethereum Classic” or “ETC" — The original blockchain, now referred 1o as “Ethereumn Classic™ with the digital asset on that blockehain now referred 1o as Ethereurn Classic, or ETC.

“Exchange Act” — The United States iti Act of 1934, asg ded.

“FBO" — For the benefit of.
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“FCA" — The Financial Conduct Authority of the United Kingdom.

“FDDAP” — A Non-ULS, Shareholder’s allocable share of ULS. source dividend, interest, rental and other “fixed or determinable annual or perindical gains, profits and income.”
“FDIC™ — The Federal Deposit Insurance Corporation.

“FinCen" — The U8, Department of the Treasury Financial Crimes Enforcement Network.

“FINRA"™ — The Financial Indusiry Regulatory Authority.

“Fork” — A temporary or permanent bifurcation in a network's blockehain resulting in the operation of multiple separate networks.

“FTX" — FTX Trading Ltd.

“GAAP" — The U.S, generally sccepled ing principl

“(Genesis” — Genesis Global Capital, LLC and its affiliates.
“Hard fork™ — A permanent fork in a network’s blockchain that separates the network into a pre-fork digital asset and a new post-fork digital asset.
“Hot Vault Balance™ — The "hot storage™ in which the Biteoin Custodian will keep any remainder of the Viauli Balance not held in the Fund's the Cold Vault Balance,™

“Incidental Rights” — Any virtual currency or other asset or right that the Fund may be entitled to or come into possession of rights to acquire, or otherwise establish dominion and control over, any virual currency or other asset or right, which rights are incident to the Fund's
ownership of bitcoins and arise without any action of the Fund, or of the Sponsor, Administrator or other service provider on behalf of the Fund.

“Index” — The CF Benchmarks Index shall constitute the Index, unless the CF Benchmarks Index is not available or the Sponsor in its sole discretion determines not to use the CF Benchmarks Index as the Tndex,
“Index Administrator” —CF Benchmarks Ltd.

“Indirect Participant” — An entity that has access to the DTC clearing system by clearing securities through, or maintaining a custodial relationship with, a DTC P;

“Initial AF”—1].

“Investment Company Act” — The United States Investment Company Act of 1940, as amended.
“TR Virtual Currency™ — A virtual currency acquired through Incidental Rights.

“IRA" — Individual retirement account,

“IRS" — The United States Internal Revenue Service.

“IOBS Act”— The Jumpstart Cur Business Startups Act.

“MSB" — A US.-based exchange registered as a money services business with FinCen,

“NAVT — Net asset value per Share,
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“NFA™ — National Futures Association.

“Non-U.8. Shareholder™ — A Shareholder that is (or is treated as), for U_S. federal income tax purp (I)a ident alien individual, (2) a foreign corporation or {3) an estate or trust whose income is not subject to U5, federal income tax on a net income hasis.

“Notice” — The 2014 notice released by the TRS.

“"NYDFS” — The New York State Department of Financial Services.

HOCC" — The Office of the Comptroller of the Currency.

“OFACT™ — The Office of Foreign Assets Control.

“Plan Assets Regulation” — Regulation 28 C.ER. § 2510.3-101, as modified by Section 3(42) of ERISA.

“Plans” — Any (a) employee benefit plan and certain other plans and tuding individual reti accounts and annuitics, (b} Keogh plans and certain coll i funds or 1 wpany general or separate accounts in which such plans or
arrangements are invested, that are subject to Title I of ERISA and/or Section 4975 of the Code.

“Prime Broker Agreement” — The agreement between the Sponsor, Trustee and the Prime Broker.

“Prime Broker” — [Coinbase Inc.], an affiliate of the Bitcoin Custodian,

“Relevant Coinbase E) " — The Prime Broker and its parent.

“Relevant Ty ion"” — Any cr wversus LS. dollar spot trade that occurs during the observation window between 3:00 p.m. and 4:00 p.m. ET on a Constituent Exchange in the BTC/USD pair that is reported and di 1 i by a Consti Exch through

its publicly available APT and observed by the Index Administrator,

“Ruling & FA(Qs" — The revenue ruling and set of “Frequently Asked Questions” released by the IRS m 2019,

“Sarbanes-Oxley Act” — The Sarbanes—Oxley Act of 2002,

“SEC™ — The Securities and Exchange Commission of the United States, or any successor governmental agency in the United States,

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

“Seed Creation Units” — [ ] Creation Units, comprising [ ] Shares at a per-Share price equal to [ Jth of a bitcoin, delivered on [ ], 2023 to the Initial AP in exchange for §[ ] in Shares,

“Settlement Deadline” — 6:00 p.m. ET of the calendar day immediately following the day the Trade Credit was extended by the Trade Credit Lender to the Fund or, if such day is not a business day, on the next business day.

“Shareholders™ — Ohwners of beneficial interests in the Shares.



“Shares” — Units of fractional undivided beneficial interest in the net assets of the Fund.
"SIPC" — The Securities Investor Protection Corporation,
“Sponsor” — Franklin Holdings, LLC, an indirect subsidiary of Franklin Resources, Inc.

“Sponsor's Fee™ — The fiees of the Sponsor sccrues daily at an annualized rate equal to [ 1% of the net asset value of the Fund and is payable at least quarterly in arrears in LS. dollars or in-kind or any combination thereof. The
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Spensor may, af its discretion and from time to time, waive all or a portion of the Sponsor's Fee for stated periods of time. The Sponsor is under no obligation to waive any portion of its fees and any such waiver shall create no obligation to waive any such fees during any
period not covered by the waiver.

“8VB" — Silicon Valley Bank.

“Termination for Cause” — As defined in the Cusiodian Agreement, termination for cause occurs if (i) the Fund meterially breaching any provision of the Custodian Agreement; (ii) the Fund becomes bankrupt or insolvent; or (iii) the Fund fails to pay and settle in full its
obligations to [Coinbase Custody]'s affiliate, the Trade Credit Lender, which may, from time to time, provide financing to the Fund in the form of Trade Credits

“Trade Credit Lender” — Coinbase Credit, Inc.
“Trade Credit” — The Fund may borrow bitcoin or cash as a credit on a short-term basis from the Trade Credit Lender pursuant to the Trade Financing Agreement.
“Trade Financing Agreement” — The Coinbase Credit Committed Trade Financing Agreement.

“Trading Balance™ — A trading account at which, pursuant fo the Prime Broker Agreement, a portion of the Fund's bitcein holdings and cash holdings from time to time may be held with the Prime Broker, in connection with the sale of bitcoin to pay the Sponsor's Fee and
Fund expenses not assumed by the Sponsor.

“Trading Platform™ — The Prime Broker's execution platform where the Sponser may place an order.

“Transaction Parties” — The Sponsor, the Trustee, the Custodians and any of their respective affiliates,

“Transfer Agency and Service Agreement™ The agreement between the Fund and [BNYM] to perform transfer agency services.

“Treasury Regulations" — Tax regulations issued by the IRS.

“Trust” — Franklin Templeton Digital Holdings Trust, 2 Delaware statutory trust formed pursuant to the Agreement and Declaration of Trust,

“Trustee” — Delaware Trust Company, a subsidiary of Corporation Service Company.

“UBTI — Unrelated business taxable income.

“USDC" — US Dallar Coin.

115, Sharcholder” — A Sharcholder that is (1) an individual who is treated as a citizen or resident of the United States for ULS. federal income tax purposes; (2) a corporation (or an entity treated as a corporation for U.S. federal income tax purposes) created or organized in or
under the laws of the United States, any state thereof or the District of Columbia; (3) an estate, the income of which is includible in gross income for U.S. federal income tax purposes regardless of its source; or (4) a trust, if a court within the United States is able to exercise
primary supervision over the administration of the trust and one or more ULS. persons have the authority to control all substantial decisions of the trust.

“Vault Ralance™ — Accounts storing the Fund’s bitcoin that are required to be segregated from the assets held by the Ritcoin Custodian as principal and the assets of its other customers,

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

[T be filed by amendment. ]
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PART [I—INFORMATION NOT REQUIRED IN FROSPECTUS

Ttem 13, Other Expenses of [ssuance and Distribution

An indeterminate number of the securities is being registered as may from time to time be sold at i i prices, Tn with Rules 456{d) and 457{u}, the registrant is deferring payment of all of the registration fee and will pay the registration fee subsequently on
an annual basis. The Fund will not bear any expenses in connection with the issuance and distribution of the securities being registered. These expenses shall be paid by the Sponsor.

Ttem 14, Indemnification of Directors and Officers.

Section 18-108 of the Delaware Limited Liability Company Act provides that a limited liability company may indemnify and hold harmless any member, manager or other person against any and all claims and demands wh . subject to any Jards and restrictions set
forth in the limited liability company agreement of the limited Liability company.

Section 4.05 of the Declaration of Trust provides that the Sponsor and its sharcholders, members, directors, officers, employees, Affiliates (as defined in the D ion of Trust) and idiaries shall be indemnified by the Trust and held harmless against any loss, lizbility or
expense incurred | der without gross negligs ‘had faith, or willful misconduct on the part of such indemnified party arising out of or in ion with the perfi of its obligations under the T ion of Trust or any actions taken in accordance with the

provisions of the Declaration of Trust. Any amounts payable to an indemnified under Section 4.05 may be payable in advance or shall be secured by a lien on the Trust. In addition, Section 4.05 provides that the Sponsor may, in its discretion, undertake any action which it may
deem necessary or desirable in respect of the Declaration of Trust and the rights and duties of the parties ﬂ!cmtu and mc mm:m of the Shareholders (as defined in the Declaration of Trust) and, in such event, the legal expenses and costs of any such action shall be expenses and
costs of the Trust and the Sponsor shall be entitled to be reimbursed therefor by the Trust, The foregoing igations of the Trast as provided in Section 4.05 shall survive the termination of the Declaration of Trast,

Section 3.05 of the Declaration of Trust provides that the Trustee or any oﬂ'ce.r.Aﬁ'Ilm (a3 defined in the Deciarallon oE'ThJsIJ. duecwr. emplovee, or agent of the Trustee (each an “Indemnified Person™) shall be e.n!ltled m mdc.mmﬁcaluon from the Trusi, fo the fullest extent

permitied by law, from and against any and all losses, claims, taxes, damages, and I { under state or federal securities lwws) of any kind and nature wh "), to the extent that such Expenses arise out
of or are imposed upon or asserted against such Indemnified Persons with respect to the creation, operation or termimation of the Trust, the ion, delivery or perfi of the D ion of Trust or the |
R

thereby; provided, however, that the Trust shall not be required to indemnify any Indemnified Person for any Expenses which are a result of the willful misconduct, bad faith or gross neglig of such Indemnified Person. The obligations of the Trust to indemnify the
Indemnified Persons as provided in Section 2,05 shall survive the fermination of the Declaration of Trust,

Ttem 15, Recent Sales of Unregistered Securities,

None.

Ttem 16, Exhibits.

Exhibit No Deseription

3l Certificate of Trust*

4.1 Agreement and Declaration of Trust**
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Form of Authorized Participant Agrecment®*

51 Opinion of Stradley Ronon Stevens & Young, LLP as to legality**
81 Opinion of Stradley Ronon Stevens & Young, LLP as to tax matters**
10.1 Bitcoin Custodian Agreement**
102 Administration A with the Admini i
103 Transfer Agency and Service Agreement with Trust TA**
104 Form of Sponsor Agrecment™®*
231 Consent of [ ]**
232 Consents of Stradley Ronon Stevens & Young, LLP included in Exhibits 5.1 and 8.1**
24.1 Powers of Attomey (included i signature page hereto)®
107 Filing Fee Table®
:‘ Filed herewith
Tor be furnished by amendment.
Item 17. Undertakings.
{a) The undersigned Regi hereby undertak
]
{n To file, during any period in which offers or sales are being made, a post-effective d 1o this
i) To include any prospectus required by seetion 10{a)(3) of the Secunities Act of 1933,
(i) To reflect in the prospectus any fircts or events anising after ll\e entxtwe date of the registration statement (or the most recent post-effective amendment thereof) which, individually or in the L 1 change in the
ion set forth in the Tegi: the fi any i decrease in volume of securitics offered (if the total dollar value of securitics offered would not exceed that which was n:g]r.lcrcdj and any deviation from the
low or high end of the estimated maximum offering range may be reflected in the form of prospectus filed with the Commission pursuant to Rule 424(k) if, in the aggregate, the changes in volume and price represent no more than 20% change in the maximum
aggregate offering price set forth in the “Caleulation of Registration Fee™ table in the effective registration statement; and
(idiy To include any material information with respect to the plan of distribution not previeusly disclosed in the registrati or any material change to such infi ion in the
Provided, however, That:
Paragraphs (1)i1), (ii), and (iii} of this section do not apply if the registration statement 15 on Form 5-1 and the information required to bc included in a post-effective il by those hs is ined in reports filed with or furnished to the
Commission by the registrant pursuant to section 13 or section 15(d) of the Securities Exchange Act of 1934 {15 U.S.C. 7T8Bm or T8o{d)} that are incorp d by ref in the registrati and

{2) That, for the purpose of determining any Lability under the Secunities Act of 1933, cach such post-effective amendment shall be decmed to be a new registration statement relating to the securities offered therein, and the offering of such securities at

that time shall be deemed to be the initial bona fide offering thereof,

{3) To remove from regi by means of a post-effect | any of the tties being regt 1 which remain unsold at the termination of the offering.
4 That, for the purpose of determining liability under the Securities Act of 1933 to any purchaser:
{i) If the registrant is relying on Rule 4308:
(A) Each prospectus filed by the registrant pursuant to Rule 424(b}3) shall be deemed to be part of the registration statement as of the date the filed prospectus was deemed part of and included in the registration statement; and

(B) Each prospectus required to be filed pursuant to Rule 424(b)(2), (5)(5), or (b)7) a5 part of a registration statement in reliance on Rule 430B relating to an offering made pursuant to Rule 415¢a){1 W3}, (vii), or (x) for the purpose of
providing the information required by section 10(a) of the Securities Act of 1933 shall be deemed to be part of and included in the registration statement as of the earlier of the date such form of prospectus 1s first used after effectiveness or the date of

the first contract of sale of ities in the offering described in the prosp As provided in Rule 4308, for liability purposes of the issuer and any person that is at that date an underwriter, such date shall be deemed to be a new effective date of the
registration statement relating 1o

100
the ities in the regi to which that prospectus rclalcs, and the oﬁcnns of such securities at that time shall be deemed to be the initial bona fide offering thereof, Provided, however, that no made in a
or prospectus that is parl of the registrati or made in a d d or deemed incorp d by ref: into the regi: OF Prosp that is part of the regi will, as to a purct with a time of
contract of sale prior to such effective date, supersede or modify any statement Ihzt was made in the registrati or that was part of the leglsmun statement or made in any such document immediately prior to such effective

date; or

(i) If the registrant 15 subject to Rule 430C, each prospectus filed pursuant to Rule 424(b) as part of a registration statement relating to an offering, other than registration statements n:.ly!ug on Rule 4308 or other than prospectuses filed in

reliance on Rule 4304, shall be decmod o be par: of and included in the registration statement as of lllc date it is first used after effectivencss, Provided, J:owew.'r, that no made in a ,' OF Prosp that is part of the registration
or made in & d or deemed i d by inter the regi ar that is part of the regi will, as to a h with a time of contract uf sale prior to such first use, supersede or
modify any statement that was mz:l.cu:lt.h: { i or prosp that was part of the registration statement or made in any such document immediately prior to such date of first use.
{5) Tha, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the initial distribution of the securities:
The undersigned registrant undertakes that ina pnmary oﬁcrlnsof ities of the undersigned regi: pursuant to this registration statement, regardless of the underwriting method used to sell the seeurities to the purchaser, if the securities are
offered or sold to such purchaser by means of any of the foll iz i the undersigned reg: will be a seller to the purchaser and will be considered to offer or sell such securities to such purchaser:
(i) Any preliminary prosp ar prosp of the undersigned regi relating to the offering required to be filed pursnant to Rule 424;
{ii) Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or referred to by the undersigned registrant;
(idi) The portion of any other free writing prospectus relating to the offering ining material i iom about the undersigned reg or its securities provided by or on behalf of the undersigned registrant; and
{iv) Any other communication that is an offer in the offering made by the undersigned regi o the purch
{h) The und { hereby that, for purposes of determining any liability under the Securities Act of 1933, each filing of the registrant™s annual report pursmt i Smmn 13{a) or 15(d) of the Securitics Exchange Act of 1934 (and, where
applicable, each filing of an employee benefit plan’s annual report pursuant to Section 1 5(d) of the Securities Exchange Act of 1934) that is incorporated by ref in the shall be deemed to be a new registration statement relating 1o
the securities offered therein, and the offening of such sccuritics at that time shall be deemed to be the initial bona fide offering thereof.
(] Insofar as indemnification for lisbilities arising under the Securities Act of 1933 may be permitted o directors, officers and conirolling persons of the registrant pursuant 1o the foregoing provisions, or otherwise, the registrant has been advised that in the
opinion of the Securities and Exchange
101
Commission such indemnification is against public policy as expressed in the Securities Act of 1933 and is, therefore, unenforceable. In the event that a claim for indemnification :galnsl such liabilities {other than the paym:nl by the n:glsl.mnl of cxpcnsus
incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or person in with the being
will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the Securities Act ol’ 1933 and
will be governed by the final adjudication of such issue.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, the Registrant has duly caused this registration statement to be signed on its behalf by the undersigned. duly authorized, in the City of San Mateo, State of California, on September 12, 2023,
By: Franklin Holdings, LLC
Sponsar of Franklin Templeton Digital Heldings Trust =
By: Jaf David Mann
David Mann
President and Chief Executive Officer
{Principal executive officer)

* The Registrant is a trust and the persons are signing in their capacities as officers of the sponsor of the Registrant,



POWER OF ATTORNEY

Each person whose signature appears below hereby constitutes and appoints David Mann, Matthew ||mk|= Vivek Pai, Todd Mathias, I. Stephen Feinour, .Tr Navid Tofigh and Julie Patel, and each of them singly, his or her true and lawful attomeys-in-fact with full
power to sign on behalf of such person, in the capacities indicated below, any and all to this and any related regi: filed pursuant to Rule 462(b) under the Su:unm:s Act of 1933, and generally to do all such things in
the name and on behalf of such person, in the capacities indicated below, to enable the Registrant to comply with the provisions oft.hc Securities Act of 1933 and all requi of the ities and ige O i der, hereby ratifying and confirming the
signature of such person as it may be signed by said attorneys-in-fact, or any of them, on any and all 1 1o this regi or any such sul related i

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the capacities* and on the dates indicated.

Rignature Title Date
s/ Dravid Mann President and Chief Executive Officer September 12, 2023
David Mann (Principal executive officer)
/s Martthew Hinkle Chief Financial Officer September 12, 2023
Matthew Hinkle
/s Vivek Pai Chief A ing Officer and Treasurer September 12, 2023
Vivek Pai

* The Registrant is 2 trust and the persons are signing in their capacities as officers of Franklin Holdings, LLC, the sponsor of the Registrant,
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