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In the latter half of July 2016, an incident known as The DAO Incident occurred on the Ethereum network. After The DAO finished crowdfunding, a
security hole in the project's smart contract was exploited and 3.6 million ETH were stolen. After this incident occurred, the Ethereum community
was unable to recover the stolen funds. As the incident had a huge impact, the community conducted a rollback vote, and in accordance with the
wishes of the large majority of users, rolled back the block chain. However, a small portion of the users felt that this rollback violated the unalterable
guiding principles of the blockchain, and decided to maintain the un-rolled-back Ethereum network, and gained the support of a number of nodes
(about one-fifth) and community constituents. In August 2016, at block 205,000, the Ethereum community split, and Ethereum Classic (ETC) became

an independent chain which persists until today.

Industry Analysis
All varieties of tokens are growing quickly, with payment currency type tokens most common.

Exhibit 1: Market Share of Various Tokens in Various Industries (July 2018)
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As blockchain technology progresses and the token market develops, the token project scene sees more and more types of projects. Looking at the
major product services (or the main application field), we can divide token projects into more than 20 types, including payment tokens, such as BTC,
DASH and XRP, general platforms, such as ETH, EOS and ADA, content, entertainment and advertising, such as STEEM, FUN and WAX, IoT, such as
ETC, IOTA and WTE, Exchanges, such as BNB, BTS, and ZRX, as well as a number of other categories.

Currently, the worldwide token market is worth USD 250 billion, with payment tokens accounting for 53% of total value. Next come general platforms,
at 27%, and IoT tokens, at 2%. Among them, payment tokens have payment services as their main application scene, and focus upon a combination
payment security, privacy, and/or timeliness. General platforms are projects with multi-use low-level public chains that provide a platform for the

development of decentralized applications. [oT tokens are those that are mainly used for loT-related technology or application development.
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Exhibit 2: Market Share of General Platform -type Tokens (July 2018)
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As of July 9, 2018, the circulating value of ETC was USD 1.92 billion, just 4.0% of ETH's value at USD 48.5 billion. Ethereum Classic is a fork of Ethereum
(it could also be said ETH is a fork of ETC), and the low-level technology of the two are similar. In the field of general platforms, Ethereum Classic and
Ethereum have a clear competitive relationship. Facing competitive pressure from Ethereum as well as newer general application platforms,

Ethereum Classic has started to tend towards loT-related blockchain technology development.

Exhibit 3: 10T-type Token Market Share (July 2018)
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Currently, the total market value of the market of loT-type Tokens is about USD 4.8 billion. Of them, MIOTA (of the IOTA project) has the highest
market value, with ETC in second place, having about half that value. The market values of the two projects together make up about 90% of the total

market.

4 July 18t, 2018 ETC Rating Report
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Market Analysis
ETC has recently seen bull trends, with secondary market active.

Exhibit 4: Changes in Price of ETC
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Exhibit 5: ETC Transaction Amount Distribution between Exchanges (July 2018)
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At the end of 2017, as the entire token market heated up, the price of ETC rose, reaching a market cap of USD 4.6 billion. However, in February, the
price fell relatively quickly, losing USD 1.5 billion in market by the end of March. The price had a small rally in May. On June 12, the exchange Coinbase
announced that it would bring ETC transaction support online in the next few months; this had a positive impact on the price of ETC, causing a
noticeable uptick in a short period.

Currently, a number of large exchanges support ETC, and the transaction volume over 24 hours was USD 232 million on July 9, 2018. The transactions
for ETC are relatively concentrated, with OKEx and Binance handling 23.6% and 16.7% of total, respectively. The top three exchanges make up for

almost half of total volume, and the top ten exchanges make up for almost three-quarters.

Exhibit 6: Turnover Rate for Selected Token Projects
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On the week of June 30th, the ETC turnover rate surpassed 25%. Its circulation rate is relatively high and the secondary market is active. After the
influence of Coinbase announcements that it would support ETC and provide hosting services, the mood of the secondary market heightened. As it

will be a few more months before Coinbase supports ETC, the heightened mood of the market may persist for a while.

Economic Model

Uncle block settings encourage miners, currently less code-level community governance.
ETC hasn't continued ETH's original method of unlimited addition of tokens, and in February 2017 issued a new currency policy, ECIP 1017.1 ECIP

1017 modified the fixed growth mechanism from before the fork. Diminishing amount of ETC would be created as the block number increases,
imposing a final limit on the number of ETC that can exist. ECIP 1017 defined the concept of an "Era" -- each 5,000,000 blocks constitute an era (the
second era, i.e. the 5,000,001st block was reached in December 2017). Each block's total block reward consists of three components: a fixed reward,

and uncle reward, and a Gas reward.

L http://ecip1017.com/
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The fixed reward for each block was initially 5 ETC. Under the mechanism, the first Era continued to be 5 ETC/block. When a new Era starts, the fixed
reward decreases by 20%. Currently, ETC is in the second Era, and the reward is 4 ETC/block. The fixed block reward, BR, for a given era can be thus
calculated:
BR =5x O.ﬁﬁ} , {} is an exponent, N is the block number.

Ethereum Classic's "uncle block" mechanism is similar to that of Ethereum's. In the block mining process, temporary forks will occur. The first
subsequent block will become be adopted as the heir to the uncle block, and ensuring the main chain is always the longest chain. The blocks that fail
in the competition to be longest will be discarded, and become orphan blocks. If these orphan blocks are "adopted” by subsequent blocks to be
included in the chain, they will be called uncle blocks. A block can include at most two uncle blocks. After the uncle blocks are included, the uncle

miners and miners of blocks that include all gain a reward.

Exhibit 7: Comparison of Uncle Reward Before and After Fork

Uncle Reward Old Mechanism New Mechanism

Era \ Eral Era2 Era3
Main-Chain Miner 5/32=0.15625 5/32=0.15625 1/8=0.125 1/10=0.1
Uncle Block 35/8=4.375 35/8=4.375 1/8=0.125 1/10=0.1
Total 4.53125 4.53125 0.25 0.2

In the new mechanism defined by ECIP 1017, the first Era is the same as the old system. Starting from the second Era, for each uncle block included,
the main-chain miner reward and the compensatory reward for the uncle-miner will differ. From the time of the third Era, similar to the fixed reward,
the uncle block reward will also decrease by 20% from the previous Era. From the start of the second era, the uncle reward's value in ETC, UR, can
be calculated thusly:
UR = 0.15625 x 0.8{5007%}, {} is an exponent, N is the block number.
When conducting calculations on the Ethereum Classic Virtual Machine, in order to prevent infinite loops and the like, which can paralyze the entire
platform. Both Ethereum and Ethereum Classic have a mechanism which combats junk transactions: each operation statement requires the
expenditure of a certain amount of user resources. Operations of the same type have the same processing cost, and expend the same amount of Gas;
this is the Gas cost. Gas prices are denominated in ETC, which can be set by users who initiate transactions. For users, the procedure fee paid is the
Gas Fee:
Gas Fee = Gas Cost X Gas Price

The Gas reward given to miners is the Gas Fee paid by the transaction initiator minus packaging and transmission fees. On the demand side, the Gas
Price can be named by users initiating transactions, and on the supply side, miners can pick transactions from the transaction pool. Additionally,
Ethereum Classic also has a Gas Limit mechanism: through voting miners decide on a Gas Limit for each block, which can be adjusted without a hard
fork. The mechanism of Gas expenditure itself can not completely prevent junk transaction; through the Gas Limit another "firewall" is set up, which

protects the safety of less powerful nodes.
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Team Strength

Collaborative development by multiple technical teams, core decisions made by Ethereum Classic

Commonwealth.
In April 2017, Grayscale Investments established the Ethereum Classic Investment Trust (ECIT) to provide financial support to the ETC project; later

the establishment of the Ethereum Classic Commonwealth (ECC) was announced. The ECC is a nonprofit organization that administers the ECIT, and
is aims at helping fund ETC technology development, operation, and community creation. The ECC doesn't directly conduct ETC development, but
rather provides funds to developers to encourage independent teams to conduct development. The ECC established a Board of Advisors to improve
the administration structure; the Board of Advisors is composed of five members: Elaine Ou (blockchain developer and ETCDEV Consultant), Igor
Artamonov (DEV Founder and CTO), Charls Hoskinson (originally CEO of ETH), Barry Silbert and James Wo. The president of the the ECC, Anthony
Lusardi, in the past founded novl. consulting, and has contributed to ETC since it was created.

After the first hard fork in Ethereum, a number of small groups of developers have expressed support for ETC. Among them, ETCDEV and IOHK
Grothendieck announced that they would work full time on development and maintenance related to ETC; they were established in February 2017
and December 2016, respectively. Currently, the ETC project is mainly developed by ETCDEV and IOHK Grothendieck, as well as third-party
development teams. Among them, ETCDEV takes responsibility for the core development of Ethereum Classic, and IOHK Grothendieck takes
responsibility for protocol development and resolution work. Different development teams mainly coordinate via the ECIP protocol.?2 Improvement
of code through ECIP is a mechanism for coordinating improvements in etc. Anyone in the ETC community can submit a pull request, participating
in discussion with developers in the community. Finally, developers can deploy code that has passed review to modify the ETC code.

ETCDEV is ETC's main developer team. According to information on the ETC website, ETCDEV is an independent technology team composed of 10
software programmers, and is responsible for the core development of Ethereum Classic. The founder and CTO of ETCDEYV, Igor Artamonov has seven
years of software framework experience, and in the past founded the internet company TipTop.io. The nine team members work with framework
and development work, and most have relevant work experience in internet development. ETCDEV has six consultants. Among them, Avtar Sehra is
the current CEO and chief framework architect at Nivaura, and has served as president of and consultant to a number of startups, mostly working
with quantitative analysis and blockchains. Roy Zou is the founder of BITKIO and the chairman of the Ethereum Classic (China) Alliance.

IOHK Grothendieck is an ETC development team from IOHK. IOHK is a digital currency and blockchain company, which provides point-to-point digital
finance resolution plans. The Bitcoin Education Project founded by IOHK team CEO Charles Hoskinson has been ongoing for more than five years.
Hoskinson also served as CEO of Ethereum from December 2013 to May of 2014. Alan McSherry is in charge of Grothendieck, and has more than 15
years of Internet industry experience, having served as a developer and CEO.

The Ethereum Commonwealth is an independent development team. The team is currently working on developing and maintaining a number of
blockchain projects, including maintaining the ETC wallet. Currently, the team has four members; aside from Yohan Graterol, the names of the others

have not been revealed.

Popularity analysis

Google search and GitHub activity relatively low, Twitter community participation relatively high.

2 https://github.com/ethereumproject/ecips
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Comparing Google search popularity of ETC, ETH, VEN, MIOTA, and WTC, quantitised values for the five projects are ETH 25, VEN 4, I0OTA 16, WTC 0
and ETC 2. ETC's popularity is 12.5 times that of ETC, IOTA is 8 times ETC, and VEN is twice ETC, showing that ETC's Google search popularity is

relatively low.

Exhibit 8: Search trends for ETC, ETH, VEN, IOTA and WTC tokens.
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ETH clearly has more followers on social media. ETC's twitter has 219,000 followers; aside from Twitter its figures are lower than that of VEN.

According to statistics from the Blockchain Trends website, social popularity of ETC and VEN has been close over the past half-year.

Exhibit 9: Comparison of Social Popularity for ETC, ETH and VEN (July 2018)
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The ETC development team has already started work on an loT-friendly VM. ETC has many twitter followers, but MIOTA clearly has an advantage in

overall social media popularity.

Exhibit 10: Comparison of Social Popularity between ETC, MIOTA and WTC (July 2 018)
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Comparing core code repository activity on GitHub, ETH is in first place, with IOTA in second, at about one-tenth of ETH. ETC is in third place, at one-

thirtieth of ETH, one-fourth of IOTA.

Exhibit 11: GitHub Heat Indices of Select Tokens (July 2018)

Repository Watch Star Fork GitHub Heat
ETH go-ethereum 1892 19084 6299 1
IOTA Wallet 294 2157 422 0.11
ETC go-ethereum 82 356 138 0.03
VEN thor 37 149 47 0.01
WTC N/A 0 0 0 0

Note: GitHub Heat is an index reflects the popularity of code on GitHub, according to the following formula:

GitHub Heat = 30% of Watch/ ETH Watch Count + 30% of Star / ETH Star Count + 40% of Fork / ETH Fork Count
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Ecosystem Analysis

Slow growth in active addresses over past year, few applications developed.

Exhibit 12: Daily Active Addresses for ETC, BTC, LTC, DASH, and ETC
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Source: BitInfoCharts

Statistics from BitInfoCharts show that over the past year the number of daily active addresses slowly grew from 25,000 in July 2017 to 40,000 in

January 2018, and then dropped off quickly in March 2018, maintaining a number around 28,000 thereafter. However, over the course of the past

year, ETH's active addresses have almost doubled, standing now around 360,000. Looking at the daily number of active addresses, ETC and ETH's

gap is widening, and growth in ETC's figure is slow. On July 11, 2018, ETC's 24-hour active address figure was 28,457, lower than DASH, LTC, ETH

and BTC's figures of 39,089, 81,400, 370,640, and 560,008, respectively. ETC's hourly average transaction amount was USD 678,197, lower than

DASH, LTC, ETH, and BTC's figures of USD 1,674,362, USD 22,882,120, USD 26,203,977, and USD 228,852,153, respectively.

Daily (approx.)

Exhibit 13: 24-Hour Mining Distribution for ETC (July 2018)

Address Name Avg. Hashrate (GH/s) Share (%) Blocks Reward (Ether) Reward(USD) Blocks Reward (Ether) Reward (USD)
xDf7D760538  EtherMine _ 3034 12163 226,718 _
Bx9EALALBTCA MNanoPool 3,009.01 2213 1.4332 5,739 106,979 43,004 172,177 3.209.374
@x8c5535AFDB  MiningPoolHub 686.79 5.05 326 1.306 24,339 2,785 39,473 730,183
@xa%a926beds Private Pool (0xa®a%$26be) 281.68 2.07 134 537 10,018 4,025 16,123 300,529
0x4024414988 Private Pool (0x49244149) | 149.11 1.10 71 284 5,292 2,127 8,517 158,765
Ox4750E29694 UUPool 139.58 1.08 67 267 4,969 1.996 7,998 149,076

Source: Gastracker

OnJuly 11, 2018, 46.84% of ETC were mined by a single pool, EtherMine, whereas the second-place NanoPool mined 22.13%; the two added together

11
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accounted for 68.97% of all mining power on the network. Over the past month, the EtherMine pool gained USD 6,801,554 in rewards, more than

the other top ten pools combined. Hashing power is overly concentrated, which brings about systematic risk, and also creates governance risk for

the community.

Exhibit 14: Tokens Based upon ETC (up to July 2018)

No.  Token Name Product Intro/Positioning Time Online Mkt. Cap
(USD)
1 BitEther A test token with the objective of raising 07 Mar 2018, 16:53 N/A
the completeness of the market and
encouraging DApp developers to
contribute to network development.
2 ePools Token Used to encourage miners to participate 22 Mar 2017, 20:04 N/A
in ETC mining.
3 Elcoin N/A 17 Oct 2017, 20:07 491,884
4 Digix ETC Redemption N/A 06 Dec 2017, 23:50 N/A
Tokens
5 Gambit Serves the digital currency transaction 07 Jun 2017, 05:40 6,231,550
community.
6 CORION Token Works towards service for transaction 05 Jul 2018, 10:37 N/A
and payment capabilities.
7 CORION Premium N/A 27 Feb 2018, 16:10 N/A
8 Mulla N/A 23 Apr2018,07:17 N/A
9 InPay N/A 28 May 2018, 11:54 597,948
10 Saturn Classic DAO Provide various services for token 09 Jul 2018, 15:40 N/A
Token transactors and holders.
11 Honestis.Network Provides digital asset and identity N/A N/A
management.
12 Microshares N/A 27 Jun 2018, 10:06 N/A
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According to information on the Gastracker website, there are 12 issued tokens based upon ETC, of which only 7 token projects have recently
produced blocks that can be inspected. At the same time, looking at the CoinMarketCap website, those which can be checked on the secondary market
are only three in number. Of them the one with the highest market cap is Gambit, at USD 6,231,550 (as of July 11, 2018), with the other two at around
USD 500,000. Thought ETC started to transform to blockchain development suited for IoT in 2017, as the IoT industry is still in its early stages of

development, this means relatively large amounts of uncertainty for ETC7s future development.

Technology and Progress
Preparation for expansion through sidechain technology, development of VM suited for loT.

Exhibit 15: ETC Development Roadmap

P 2018

Remove Difficulty Bomb (ETCDEV, Underway)

Emerald Wallet and Devkit (ETCDEV, Underway)

Sidechains (ETCDEV, Underway)

New VM Opcodes, Database Improvement (ETCDEV, Underway)

SputnikVM Functionality Improvement and JIT Complication Environment (ETCDEV, Underway)
IPFS Support (ETCDEV, Underway)

‘ 2019

Improvements for extensibility, wallet for mobile client and [oT Client, strengthened EVM encryption for

cross-chain interchange

v 2020

Mixed consensus mechanism research, network improvements

After the occurrence The DAO incident, ETC developers made a serious of upgrades and modifications to the ETC network, and made many improves
aimed at security problems. At the start of 2010, the developers delayed the ECIP 1010 difficulty bomb explosion by a year, and made adjustments
to the ETC currency policy according to ECIP 1017. From June 2017, the current development team made upgrades to the infrastructure of the ETC
network and also found a new direction for development. The ETCDEV team works on side-chain technology for expansion of the ETC network, and
expands the application of the ETC network for the IoT Field. IOHK Grothendieck works on developing a new kind of client for ETC.

ETCDEV is currently working on three modules: maintenance and upgrades for Classic Geth, including removing the difficulty bomb, adding new
opcodes and better ETH compatibility, improving the database and user experience, etc.; relevant development for the Emerald Platform, including
Emerald wallets for various platforms, new devkits and other contents; additionally, the development plan also includes a new virtual machine,
SputnikVM. The new VM is a different realization of the EVM; it's designed to be able to be inserted as a module into a more complex system, and is
specially designed to suit deployment in a low power consumption [oT environment. At the same times, side chains, integration of IPFS and other

points are also in the ETCDEV timetable. According to ETCDEV's wishes, after finishing relevant development, ETC will be better able to support the
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IoT application scene. IoT clients will be able to connect to each other through side chains, developers will be able to develop DApps through a new
dev Kit; running in an optimized execution environment, the blockchain network will be more widely used.

IOHK Grothendieck is working to implement a new client using the Scala language, Mantis. This client will connect to the IOHK Daedalus Wallet UI
and concentrate more on security. This may bring an amount of Cardano users to ETC, which would be good for the ecosystem.

The ETC official site has provided a roadmap that emphasizes the contents of ETCDEV's work. The progress of each item is clearly displayed, but
concrete completion times and functionality descriptions are lacking. Compared to those currently underway, medium- and long-term goal details
and implementation details are lacking, and these items can only be viewed as aspirations.

Compared with the recently relatively more famous blockchain [oT Projects IOTA and IOTEX, ETC's relevant blockchain technology is more mature,
and its clients and other components are well-proven. ETC has certain recognition and a user base. However, the concrete design reasoning behind
ETC's IoT technology is similar to that of IOTEX -- both consist of some adaptive modifications for an loT application scene to blockchain technology,
and itis quite hard for them to break through the limitations of a blockchain. Furthermore, side chain technology is currently still in the testing stage,
and is not a mature application; it has relatively high requirements in terms of developer skill. By comparison, I0OTA's approach is innovative but even
more difficult. For this reason, ETC will face attacks on its position from new technologies in the IoT field, and will also face direct competition from

projects with similar goals and technologies.

Conclusion

ETC has started to emphasize [oT network development, and currently has it underway, but will face competition from projects such as ETH and
IOTA. ETC's rating is BBB; this project has some risks, and can easily be influenced by internal and external factors, in addition to potential large

fluctuations. Its outlook is stable.
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RATING DESCRIPTION

The technical foundation is extremely solid, the status of operations is extremely stable, the extent of influence on the
AsA project by unfavourable changes in the environment or uncertain factors is extremely small, and risk is extremely low.

The technical foundation is very solid, the status of operations is very stable, the extent of influence on the project by
Al unfavourable changes in the environment or uncertain factors is very small, and risk is very low.

The technical foundation is solid, the status of operations is stable, the extent of influence on the project by unfavourable
A changes in the environment or uncertain factors is relatively small, and risk is relatively low.

Technical feasibility is very good, the status of operations is stable, influence on the project by unfavourable changes in the
BEB environment or uncertain factors exists to a certain extent, and risk is controllable.

Technical feasibility is good, the status of operations is relatively stable, the possibility of influence on the project by
BB unfavourable changes in the environment or uncertain factors exists to a relatively large extent, and risk is basically

controllable.

Technical feasibility is moderate, the status of operations is relatively stable, the possibility of influence on the project by
B unfavourable changes in the environment or uncertain factors exists to a very large extent, and risk is to a definitely limited

extent controllable.

The technical foundation or idea has certain problems, the application scenarios are limited, the project is susceptible to
cee influence by uncertain factors, both internal and external, and has relatively large risk.

The technical foundation or idea has considerable problems, and application scenarios are highly limited, which makes for
cc a project that has few internal or external factors to consider in the context of sound development, and carries a very large

risk.

The technical foundation or idea has substantial problems, and lacks deliberation upon possible application scenarios. The
¢ token has almost no usage value, and the project suffers from extremely large risk.
D The project is riddled with problems and carries an extremely high risk of failure.
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