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Letter from the President and Co-CEO
The first half of 2018 has been remarkable for both the Canadian ETF industry and Horizons ETFs Management (Canada)
Inc. (“Horizons ETFs”). The industry reached new heights, surpassing $156 billion in assets under management (“AUM”), as at
June 30, 2018. Horizons ETFs reached a new pinnacle as well, surpassing more than $10 billion in AUM as at the same date. In
addition, we have added two new, innovative ETFs so far this year, giving us a total of 80 different investment tools available
for our clients.
In February, we brought to market our second marijuana-focused ETF – the Horizons Emerging Marijuana Growers Index ETF
(“HMJR”). HMJR is the first ETF in Canada to give investors direct exposure to blossoming small-cap marijuana cultivation and
distribution companies. HMJR provides direct, often referred to as ‘pure-play’, global exposure to the sector, by focusing on
the smaller, emerging producers. Our first marijuana ETF – the Horizons Marijuana Life Sciences Index ETF (“HMMJ”) – gives
investors broad diversified exposure to the North American marijuana sector.
Speaking of HMMJ, futures on units of this ETF began trading on the Montreal Exchange in June. We view this listing as
recognition by the Canadian investor marketplace that HMMJ is a key benchmark for marijuana investing in Canada.
In June, we launched yet another highly innovative ETF – the Horizons Blockchain Technology & Hardware Index ETF
(“BKCH”). BKCH provides investors with diversified exposure to companies involved in the new, disruptive technology frontier:
blockchain – a shareable digital ledger that logs and tracks valuable information such as transactions or assets, offering
virtually endless applications. BKCH provides a diversified way to invest in the blockchain ecosystem and infrastructure
without taking on a lot of the risks of buying unknown, early stage technology companies.
Regardless of market conditions, our extensive suite of ETFs gives investors the tools they need to help meet their financial
objectives. For more information on all our strategies, please visit www.HorizonsETFs.com where we offer a range of
resources designed to inform and educate ETF investors.
Thank you for your continued support.
Sincerely,

Steven J. Hawkins, President & Co-CEO
Horizons ETFs Management (Canada) Inc.
P.S. On a personal note, I would like to extend my sincere appreciation to the fantastic team of professionals I work with at
Horizons ETFs. They played a vital role in helping me win ‘CEO of the Year’ at the 2018 Wealth Professional Awards.

Horizons Enhanced Income US Equity (USD) ETF
MANAGEMENT REPORT OF FUND PERFORMANCE

This interim management report of fund performance for Horizons Enhanced Income US Equity (USD) ETF (“HEA.U” or the
“ETF”) contains financial highlights and is included with the unaudited interim financial statements for the investment
fund. You may request a copy of the ETF’s unaudited interim or audited annual financial statements, interim or annual
management report of fund performance, current proxy voting policies and procedures, proxy voting disclosure record,
or quarterly portfolio disclosures, at no cost, from the ETF’s manager, Horizons ETFs Management (Canada) Inc. (“Horizons Management” or the “Manager”), by calling toll free 1-866-641-5739, or locally (416) 933-5745, by writing to us at:
55 University Avenue, Suite 800, Toronto ON, M5J 2H7, or by visiting our website at www.horizonsetfs.com or SEDAR at
www.sedar.com.
This document may contain forward-looking statements relating to anticipated future events, results, circumstances, performance, or expectations that are not historical facts but instead represent our beliefs regarding future events. By their
nature, forward-looking statements require us to make assumptions and are subject to inherent risks and uncertainties.
There is significant risk that predictions and other forward-looking statements will not prove to be accurate. We caution
readers of this document not to place undue reliance on our forward-looking statements as a number of factors could
cause actual future results, conditions, actions or events to differ materially from the targets, expectations, estimates or
intentions expressed or implied in the forward-looking statements.
Actual results may differ materially from management expectations as projected in such forward-looking statements for
a variety of reasons, including but not limited to market and general economic conditions, interest rates, regulatory and
statutory developments, and the effects of competition in the geographic and business areas in which the ETF may invest
and the risks detailed from time to time in the ETF’s prospectus. New risk factors emerge from time to time and it is not
possible for management to predict all such risk factors. We caution that the foregoing list of factors is not exhaustive,
and that when relying on forward-looking statements to make decisions with respect to investing in the ETF, investors
and others should carefully consider these factors, as well as other uncertainties and potential events, and the inherent
uncertainty of forward-looking statements. Due to the potential impact of these factors, the Manager does not undertake, and specifically disclaims, any intention or obligation to update or revise any forward-looking statements, whether
as a result of new information, future events or otherwise, unless required by applicable law.

Management Discussion of Fund Performance
Investment Objective and Strategies
The investment objective of HEA.U is to provide unitholders with: (a) exposure to the performance of an equal weighted
portfolio of large capitalization U.S. companies; and (b) monthly U.S. dollar distributions of dividend and call option income. HEA.U invests primarily in a portfolio of equity and equity related securities of U.S. companies that, as at the Constituent Reset Date (see below), are amongst the largest by market capitalization and most liquid issuers on the New York
Stock Exchange (the “NYSE”) or the NASDAQ Stock Market (“NASDAQ”). To mitigate downside risk and generate income,
the ETF’s investment manager actively manages a covered call strategy that generally writes out of the money covered
call options on up to 100% of the portfolio securities. The level of covered call option writing may vary based on market
volatility and other factors. HEA.U does not to seek to hedge its exposure to the U.S. dollar back to the Canadian dollar.
To achieve its investment objective HEA.U primarily invests in an equal weighted portfolio of large capitalization U.S.
companies. Semi-annually, the investment manager selects from the largest and most liquid U.S. companies listed on the
NYSE or the NASDAQ and invests HEA.U in each issuer equally (the “Constituent Reset Date”). HEA.U rebalances, on an
equal weight basis, the portfolio of constituent securities on each Constituent Reset Date. The number of issuers included
in the equal weighted portfolio may change on a Constituent Reset Date. Between Constituent Reset Dates, the allocation between each of these constituent securities will change due to market movement and the investment manager will
not re-allocate, include or exclude issuers from HEA.U’s portfolio until its next rebalance date or Constituent Reset Date,
other than when, in the opinion of the investment manager, circumstances necessitate a change.
1
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Please refer to the ETF’s most recent prospectus for a complete description of HEA.U’s investment restrictions.

Risk
The Manager performs a review of the ETF’s risk rating at least annually, as well as when there is a material change in the
ETF’s investment objective or investment strategies. The current risk rating for the ETF is: medium.
Risk ratings are determined based on the historical volatility of the ETF as measured by the standard deviation of its performance against its mean. The risk categorization of the ETF may change over time and historical volatility is not indicative of future volatility. Generally, a risk rating is assigned to the ETF based on a blend of the historical rolling 3-year and
5-year standard deviations of its return (or, generally, commencing with prospectus renewals after September 1, 2017, a
rolling 10-year standard deviation), the return of an underlying index, or of an applicable proxy index. In cases where the
Manager believes that this methodology produces a result that is not indicative of the ETF’s future volatility, the risk rating
may be determined by the ETF’s category. Risk ratings are not intended for use as a substitute for undertaking a proper
and complete suitability or financial assessment by an investment advisor.
The Manager, as a summary for existing investors, is providing the list below of the risks to which an investment in the ETF
may be subject. Prospective investors should read the ETF’s most recent prospectus and consider the full description of the risks contained therein before purchasing units.
The risks to which an investment in the ETF is subject are listed below and have not changed from the list of risks found
in the ETF’s most recent prospectus. A full description of each risk listed below may also be found in the most recent
prospectus. The most recent prospectus is available at www.horizonsetfs.com or from www.sedar.com, or by contacting
Horizons ETFs Management (Canada) Inc. directly via the contact information on the back page of this document.
•
•
•
•
•
•
•
•
•
•
•
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Use of options risk
Stock market risk
Specific issuer risk
Concentration risk
Regulatory risk
Corresponding net asset value risk
Designated broker/dealer risk
Cease trading or securities risk
Exchange risk
Early closing risk
No assurance of meeting investment objectives

•
•
•
•
•
•
•
•
•
•

No guaranteed return
Tax risk
Securities lending, repurchase and reverse
repurchase transaction risk
Liability of unitholders
Reliance on key personnel
Derivatives risk
Foreign currency risk
Foreign stock exchange risk
Suitability of investment in units
Conflicts of interest

Horizons Enhanced Income US Equity (USD) ETF
Management Discussion of Fund Performance (continued)

Results of Operations
For the six-month period ended June 30, 2018, the U.S. dollar traded units of the ETF (“US$ units”) returned -0.73%, when
including distributions paid to unitholders. This compares to the S&P 100® (the “Index”), which returned 1.69% for the
same period on a total return basis. The units had an average annualized distribution yield of 5.69% when including
distributions of $0.34. The underlying equity portfolio return, exclusive of the covered call strategy, was -0.18% over the
same period.
The Canadian dollar traded units of the ETF (“C$ units”) are not a separate class of units of the ETF, but rather, represent
the Canadian dollar value of the US$ units at the current day’s Canada/U.S. exchange rate. The returns to unitholders
holding C$ units would have been substantially similar to those of the unitholders holding US$ units when adjusted for
the daily Canadian/U.S. dollar exchange rate. Neither the US$ units nor the C$ units seek to hedge U.S. dollar currency
exposure to the Canadian dollar.
The Index, a sub-set of the S&P 500®, measures the performance of large capitalization companies in the United States.
The Index comprises 100 major, blue chip companies across multiple industry groups.

Market Review
The market had a very good start to 2018 with the Index returning 5.91% during the month of January. Despite the
market making new highs however, there were signs that more market volatility was not far away. The Chicago Board Options Exchange Market Volatility Index® (the “VIX”) did not make new lows during the first month of the year and closed
on January 31 on its highs of the month. This was a sign that perhaps that the new equity market highs would not last.
Higher volatility was indeed ahead, and in the first six trading days of February the Index dropped 8.72%. Since that point
in time, the market has mostly traded in a range between 2,600 and 2,800 on the S&P 500® Index.
Information technology stocks were amongst the best performers during the first half of the year. Nvidia Corp., a semiconductor stock involved in graphic chips manufacturing, increased 22.43% during the period. Telecommunication
services stocks were the worst performers, falling 10.80% during the period.
The covered call writing strategy underperformed in January, as low premiums and a strong equity market caused the
strategy to give up some of the upside. Since then, however, higher volatility and a more range-bound market have allowed the strategy to outperform.

Option Writing Strategy
During each month, options are generally written on up to 100% of the equities in the portfolio of the ETF. The premiums
are received from selling call options approximately one(1) standard deviation out-of-the-money. The ETF’s monthly
distributions are not fixed, but vary as the premiums generated from covered call writing are earned and passed through,
and will change with changes in implied volatility and time to option expiration. Distributions also vary based on the
dividends received from the securities in the ETF’s portfolio during the period.

Rebalancing
The equity positions in the ETF are rebalanced to equal weightings semi-annually with the objective of maintaining sector balance within the U.S. market. The most recent rebalance occurred in March 2018. During this most recent rebalance,
AT&T Inc. was removed from the ETF’s portfolio and PayPal Holdings Inc. was added.
3

Horizons Enhanced Income US Equity (USD) ETF
Management Discussion of Fund Performance (continued)

Other Operating Items and Changes in Net Assets Attributable to Holders of Redeemable Units
For the six-month period ended June 30, 2018, the ETF generated gross comprehensive income (loss) from investments
and derivatives (which includes changes in the fair value of the ETF’s portfolio) of $24,890. This compares to $2,109,640
for the six-month period ended June 30, 2017. The ETF incurred management, operating and transaction expenses of
$216,813 (2017 – $266,374) of which $18,943 (2017 – $14,650) was either paid or absorbed by the Manager on behalf of
the ETF. The waiving and/or absorption of such fees and/or expenses by the Manager may be terminated at any time, or
continued indefinitely, at the discretion of the Manager.
The ETF distributed $810,052 to Class E unitholders during the period (2017 – Class E: $871,247, Advisor Class: $37,442).

Presentation
The attached financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”). Any mention of total net assets, net assets, net asset value or increase (decrease) in net assets in the financial
statements and/or management report of fund performance is referring to net assets or increase (decrease) in net assets
attributable to holders of redeemable units as reported under IFRS.

Recent Developments
There are no recent industry, management or ETF related developments that are pertinent to the present and future of
the ETF.

Related Party Transactions
Certain services have been provided to the ETF by related parties and those relationships are described below.

Manager, Trustee and Investment Manager
The manager, trustee and investment manager of the ETF is Horizons ETFs Management (Canada) Inc., 55 University Avenue, Suite 800, Toronto, Ontario, M5J 2H7, a corporation incorporated under the laws of Ontario. Horizons Management
is a member of the Mirae Asset Financial Group based in Seoul, South Korea.
If the ETF invests in other Horizons Management ETFs, Horizons Management may receive management fees in respect
of the ETF’s assets invested in such Horizons Management ETFs. In addition, any management fees paid to the Manager
(described in detail on page 10) are related party transactions, as the Manager is considered to be a related party to the
ETF. Fees paid to the Independent Review Committee are also considered to be related party transactions. Both the management fees and fees paid to the Independent Review Committee are disclosed in the statements of comprehensive
income in the attached financial statements of the ETF. The management fees payable by the ETF as at June 30, 2018, and
December 31, 2017, are disclosed in the statements of financial position.

Other Related Parties
Prior to June 30, 2017, an affiliate of National Bank of Canada (“NBC”) and National Bank Financial Inc. (“NBF”) held an
indirect minority interest in AlphaPro Management Inc. (“AlphaPro”), the former manager of the ETF and, at the time, a
subsidiary of Horizons Management.
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Effective June 30, 2017, Horizons Management acquired the minority interest of AlphaPro owned by the affiliate of NBC
mentioned above and, as a result, became the sole shareholder of AlphaPro. Accordingly, as of June 30, 2017, NBC and
NBF are no longer considered affiliates or related parties of the Manager.
Effective September 30, 2017, AlphaPro amalgamated with its parent company, Horizons Management, and now the
amalgamated companies carry on business as Horizons ETFs Management (Canada) Inc.
For the periods ended June 30, 2018 and 2017, the ETF did not make any payments to related parties in broker commissions on portfolio transactions.

5

Horizons Enhanced Income US Equity (USD) ETF
Financial Highlights
The following tables show selected key financial information about the ETF and are intended to help you understand
the ETF’s financial performance for the current interim period and for the past five fiscal years. This information is derived
from the ETF’s audited annual financial statements and the current unaudited interim financial statements. Please see the
front page for information on how you may obtain the ETF’s annual or interim financial statements.

The ETF’s Net Assets per Unit
Class E
Period (1)

2018

2017

2016

2015

2014

2013

12.03

10.93

10.52

11.29

11.41

10.11

Increase (decrease) from operations:
Total revenue
Total expenses
Realized gains (losses) for the period
Unrealized gains (losses) for the period

0.13
(0.08)
0.51
(0.63)

0.27
(0.17)
0.92
0.71

0.25
(0.16)
(0.28)
1.10

0.26
(0.16)
0.40
(0.60)

0.26
(0.16)
2.25
(1.53)

0.22
(0.20)
0.19
1.62

Total increase (decrease) from operations (2)

(0.07)

1.73

0.91

(0.10)

0.82

1.83

Distributions:
From net investment income
(excluding dividends)
From net realized capital gains
From return of capital

(0.34)
–
–

(0.14)
(0.32)
(0.19)

(0.12)
–
(0.50)

(0.12)
(0.50)
(0.03)

(0.11)
(1.86)
–

(0.10)
–
(0.42)

(0.34)

(0.65)

(0.62)

(0.65)

(1.97)

(0.52)

$

11.60

12.03

10.93

10.52

11.29

11.41

$

15.25

15.12

14.67

14.56

13.10

–

Net assets, beginning of period

$

Total distributions (3)
Net assets, end of period (US$ units)
Net assets, end of period (C$ units)
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Advisor Class
Period (1)

2018

2017

2016

2015

2014

2013

–

10.93

10.52

11.30

11.41

10.11

Increase (decrease) from operations:
Total revenue
Total expenses
Realized gains (losses) for the period
Unrealized gains (losses) for the period

–
–
–
–

0.08
(0.08)
0.28
0.18

0.25
(0.25)
(0.28)
1.23

0.26
(0.25)
0.40
(0.59)

0.26
(0.26)
2.25
(1.58)

0.23
(0.28)
0.19
1.58

Total increase (decrease) from operations (2)

–

0.46

0.95

(0.18)

0.67

1.72

Distributions:
From net investment income
(excluding dividends)
From net realized capital gains
From return of capital

–
–
–

(0.01)
(0.16)
–

(0.05)
–
(0.49)

(0.05)
(0.50)
(0.02)

(0.05)
(1.82)
–

(0.01)
–
(0.42)

–

(0.17)

(0.54)

(0.57)

(1.87)

(0.43)

$

–

11.22

10.93

10.52

11.30

11.41

Net assets, end of period (C$ units) (4) $

–

15.32

14.67

14.56

13.10

-

Net assets, beginning of period

$

Total distributions (3)
Net assets, end of period (US$ units)

(4)

1.

This information is derived from the ETF’s unaudited interim financial statements as at June 30, 2018, and the audited annual financial statements as at December 31 of the years shown. Advisor Class
information for 2017 is presented as at the termination date of those units on April 28, 2017. The ETF effectively began operations on September 13, 2011. Class E units and Advisor Class units of the
ETF began trading in Canadian dollars on January 15, 2014 under the symbols HEA and HEA.A, respectively. Information is presented in accordance with IFRS.

2.

Net assets per unit and distributions are based on the actual number of units outstanding at the relevant time. The increase (decrease) from operations is based on the weighted average number of
units outstanding over the financial period.

3.

Income, dividend and/or return of capital distributions, if any, are paid in cash, reinvested in additional units of the ETF, or both. Capital gains distributions, if any, may or may not be paid in cash. Noncash capital gains distributions are reinvested in additional units of the ETF and subsequently consolidated. They are reported as taxable distributions and increase each unitholder’s adjusted cost base
for their units. Neither the number of units held by the unitholder, nor the net asset per unit of the ETF change as a result of any non-cash capital gains distributions. Distributions classified as return of
capital, if any, decrease each unitholder’s adjusted cost base for their units. The characteristics of distributions, if any, are determined subsequent to the end of the ETF’s tax year. Until such time, distributions are classified as from net investment income (excluding dividends) for reporting purposes.

4.

The Financial Highlights are not intended to act as a continuity of the opening and closing net assets per unit.
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Ratios and Supplemental Data
Class E
Period (1)
Total net asset value (000’s)
Number of units outstanding (000’s)
Management expense ratio (2)(5)
Management expense ratio excluding
proportion of expenses from
underlying investment funds
Management expense ratio before
waivers and absorptions (3)
Trading expense ratio (4)(5)
Trading expense ratio excluding
proportion of costs from underlying
investment funds
Portfolio turnover rate (6)
Net asset value per unit, end of period
(US$ units)
Closing market price (US$ units)
Net asset value per unit, end of period
(C$ units)
Closing market price (C$ units)

8

2018

2017

2016

2015

2014

2013

27,065
2,333
0.84%

29,850
2,482
0.83%

30,594
2,799
0.82%

36,243
3,446
0.81%

36,609
3,242
0.83%

30,392
2,665
0.81%

0.84%

0.83%

0.82%

0.80%

0.80%

0.80%

0.97%
0.26%

0.89%
0.29%

0.92%
0.38%

0.89%
0.34%

0.97%
0.35%

0.94%
0.73%

0.26%
19.47%

0.29%
64.31%

0.38%
68.92%

0.34%
64.08%

0.35%
166.83%

0.73%
59.77%

$
$

11.60
11.61

12.03
12.08

10.93
10.94

10.52
10.65

11.29
11.35

11.41
11.38

$
$

15.25
15.26

15.12
15.14

14.67
14.64

14.56
14.74

13.10
13.19

–
–

$
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Advisor Class
Period (1)
Total net asset value (000’s)
Number of units outstanding (000’s)
Management expense ratio (2)(5)
Management expense ratio excluding
proportion of expenses from
underlying investment funds
Management expense ratio before
waivers and absorptions (3)
Trading expense ratio (4)(5)
Trading expense ratio excluding
proportion of costs from underlying
investment funds
Portfolio turnover rate (6)
Net asset value per unit, end of period
(US$ units)
Closing market price (US$ units)
Net asset value per unit, end of period
(C$ units)
Closing market price (C$ units)

2018

2017

2016

2015

2014

2013

–
–
–

2,525
225
1.62%

2,527
231
1.62%

2,440
232
1.61%

3,748
332
1.62%

4,282
375
1.61%

–

1.62%

1.62%

1.60%

1.59%

1.59%

–
–

1.70%
0.29%

1.72%
0.38%

1.71%
0.34%

1.79%
0.35%

1.77%
0.73%

–
–

0.29%
64.31%

0.38%
68.92%

0.34%
64.08%

0.35%
166.83%

0.73%
59.77%

$
$

–
–

11.22
11.22

10.93
10.94

10.52
10.53

11.30
11.30

11.41
11.35

$
$

–
–

15.32
15.32

14.67
14.70

14.56
14.56

13.10
13.13

–
–

$

1.

The information for Class E units is provided as at June 30, 2018, and December 31 of the other years shown. Advisor Class information is presented as at the termination date of those units on April
28, 2017, and December 31 of the other years shown. Class E units and Advisor Class units of the ETF began trading in Canadian dollars on January 15, 2014 under the symbols HEA and HEA.A,
respectively. Information is presented in accordance with IFRS.

2.

Management expense ratio is based on total expenses, including sales tax, (excluding commissions and other portfolio transaction costs) for the stated period and is expressed as an annualized percentage of daily average net asset value during the period. Out of its management fees, the Manager pays for such services to the ETF as investment manager compensation, service fees and marketing.

3.

The Manager, at its discretion, may waive and/or absorb a portion of the fees and/or expenses otherwise payable by the ETF. The waiving and/or absorption of such fees and/or expenses by the
Manager may be terminated at any time, or continued indefinitely, at the discretion of the Manager.

4.

The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily average net asset value during the period.

5.

The ETF’s management expense ratio (MER) and trading expense ratio (TER) include an estimated proportion of the MER and TER for any underlying investment funds held in the ETF’s portfolio during
the period.

6.

The ETF’s portfolio turnover rate indicates how actively its portfolio investments are traded. A portfolio turnover rate of 100% is equivalent to the ETF buying and selling all of the securities in its portfolio once in the course of the year. Generally, the higher the ETF’s portfolio turnover rate in a year, the greater the trading costs payable by the ETF in the year, and the greater the chance of an investor
receiving taxable capital gains in the year. There is not necessarily a relationship between a high turnover rate and the performance of the ETF.
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Management Fees
The Manager provides, or oversees the provision of, administrative services required by the ETF including, but not limited
to: negotiating contracts with certain third-party service providers, such as portfolio managers, custodians, registrars,
transfer agents, auditors and printers; authorizing the payment of operating expenses incurred on behalf of the ETF;
arranging for the maintenance of accounting records for the ETF; preparing reports to unitholders and to the applicable
securities regulatory authorities; calculating the amount and determining the frequency of distributions by the ETF; preparing financial statements, income tax returns and financial and accounting information as required by the ETF; ensuring
that unitholders are provided with financial statements and other reports as are required from time to time by applicable
law; ensuring that the ETF complies with all other regulatory requirements, including the continuous disclosure obligations of the ETF under applicable securities laws; administering purchases, redemptions and other transactions in units of
the ETF; and dealing and communicating with unitholders of the ETF. The Manager provides office facilities and personnel
to carry out these services, if not otherwise furnished by any other service provider to the ETF. The Manager also monitors
the investment strategies of the ETF to ensure that the ETF complies with its investment objectives, investment strategies
and investment restrictions and practices.
In consideration for the provision of these services, the Manager receives a monthly management fee at the annual rate
of 0.65%, plus applicable sales taxes, of the net asset value of the ETF’s Class E units, calculated and accrued daily and payable monthly in arrears.
Any expenses of the ETF which are waived or absorbed by the Manager are paid out of the management fees received by
the Manager.
Up until the termination of the ETF’s Advisor Class units on April 28, 2017, the ETF also received a monthly management
fee at the annual rate of 1.40%, plus applicable sales taxes, of the net asset value of the ETF’s Advisor Class units, calculated and accrued daily and payable monthly in arrears. In addition, up until the termination of the Advisor Class units, the
Manager, and not the ETF, paid to registered dealers a service fee equal to 0.75% per year of the net asset value of Advisor
Class units held by clients of the registered dealer. No service fees are paid to registered dealers in respect of Class E units.
The table below details, in percentage terms, the services received by the ETF from the Manager in consideration of the
management fees paid during the period.
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Marketing

Portfolio management fees,
general administrative costs
and profit

Waived/absorbed expenses
of the ETF

6%

75%

19%

Horizons Enhanced Income US Equity (USD) ETF
Past Performance
Commissions, trailing commissions, management fees and expenses all may be associated with an investment in the
ETF. Please read the prospectus before investing. The indicated rates of return are the historical total returns including
changes in unit value and reinvestment of all distributions, and do not take into account sales, redemptions, distributions
or optional charges or income taxes payable by any investor that would have reduced returns. An investment in the ETF is
not guaranteed. Its value changes frequently and past performance may not be repeated. The ETF’s performance numbers assume that all distributions are reinvested in additional units of the ETF. If you hold this ETF outside of a registered
plan, income and capital gains distributions that are paid to you increase your income for tax purposes whether paid to
you in cash or reinvested in additional units. The amount of the reinvested taxable distributions is added to the adjusted
cost base of the units that you own. This would decrease your capital gain or increase your capital loss when you later
redeem from the ETF, thereby ensuring that you are not taxed on this amount again. Please consult your tax advisor
regarding your personal tax situation.

Year-by-Year Returns
The following chart presents the ETF’s performance for its Class E units for the periods shown. In percentage terms, the
chart shows how much an investment made on the first day of the financial period would have grown or decreased by
the last day of the financial period.
20.00%

Rate of Return

15.00%

10.00%

5.00%

0.00%

-5.00%
HEA.U - US$

2011

2012

2013

2014

2015

2016

2017

2018

8.71%

9.58%

18.37%

6.75%

-1.07%

10.29%

16.42%

-0.73%

The ETF effectively began operations on September 13, 2011. Former Advisor Class unitholders had their units converted to Class E units of the ETF at the close of business on April 28, 2017. Assuming
the former Advisor Class unitholders continue to hold the Class E units they received as part of the conversion, the returns those unitholders would have experienced for the periods disclosed above
would have been substantially similar to those of the Class E unitholders, when adjusted for the differences in the expenses of the ETF paid by each class. Only the performance of the US$ units is displayed above, as the US$ units seek to achieve the primary investment objective of the ETF. The returns to unitholders holding C$ units would have been substantially similar to those of the unitholders
holding US$ units when adjusted for the daily Canadian/U.S. dollar exchange rate.
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Horizons Enhanced Income US Equity (USD) ETF
Summary of Investment Portfolio
As at June 30, 2018

Asset Mix
Long Positions
U.S. Equities
Cash and Cash Equivalents
Other Assets less Liabilities

Net Asset Value
$

27,073,540
220,196
(133,690)

100.03%
0.81%
-0.49%

(94,883)
27,065,163

-0.35%
100.00%

Net Asset Value

% of ETF’s
Net Asset Value

Short Positions
Equity Call Options
$

Sector Mix
Long Positions
Information Technology
Financials
Health Care
Consumer Discretionary
Industrials
Consumer Staples
Energy
Materials
Telecommunication Services
Utilities
Cash and Cash Equivalents
Other Assets less Liabilities

$

Short Positions
Equity Call Options
$

12

% of ETF’s
Net Asset Value

5,984,178
4,690,807
3,738,246
3,306,610
2,668,756
2,576,024
1,920,669
1,066,675
566,038
555,537
220,196
(133,690)

22.11%
17.33%
13.81%
12.22%
9.86%
9.52%
7.10%
3.94%
2.09%
2.05%
0.81%
-0.49%

(94,883)
27,065,163

-0.35%
100.00%

Horizons Enhanced Income US Equity (USD) ETF
Summary of Investment Portfolio (continued)
As at June 30, 2018

Top 25 Holdings
ConocoPhillips
Amazon.com Inc.
Facebook Inc.
Exxon Mobil Corp.
Chevron Corp.
Merck & Co. Inc.
Simon Property Group Inc.
UnitedHealth Group Inc.
Visa Inc.
Microsoft Corp.
Apple Inc.
General Motors Co.
PayPal Holdings Inc.
Union Pacific Corp.
Verizon Communications Inc.
Alphabet Inc.
Walt Disney Co. (The)
Duke Energy Corp.
Boeing Co. (The)
Amgen Inc.
Coca-Cola Co. (The)
Wells Fargo & Co.
DowDuPont Inc.
Intel Corp.
Pfizer Inc.

% of ETF’s
Net Asset Value
2.62%
2.47%
2.28%
2.24%
2.24%
2.23%
2.20%
2.19%
2.17%
2.15%
2.13%
2.13%
2.10%
2.09%
2.09%
2.08%
2.07%
2.05%
2.04%
2.03%
2.03%
2.01%
2.01%
2.00%
2.00%

The summary of investment portfolio may change due to the ongoing portfolio transactions of the ETF. The most recent
financial statements are available at no cost by calling 1-866-641-5739, by writing to us at 55 University Avenue, Suite
800, Toronto, Ontario, M5J 2H7, by visiting our website at www.horizonsetfs.com or through SEDAR at www.sedar.com.
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Horizons Enhanced Income US Equity (USD) ETF

MANAGER’S RESPONSIBILITY FOR FINANCIAL REPORTING
The accompanying unaudited interim financial statements of Horizons Enhanced Income US Equity (USD) ETF (the “ETF”) are
the responsibility of the manager and trustee to the ETF, Horizons ETFs Management (Canada) Inc. (the “Manager”). They
have been prepared in accordance with International Financial Reporting Standards using information available and include
certain amounts that are based on the Manager’s best estimates and judgments.
The Manager has developed and maintains a system of internal controls to provide reasonable assurance that all
assets are safeguarded and to produce relevant, reliable and timely financial information, including the accompanying
financial statements.
These financial statements have been approved by the Board of Directors of the Manager.

________________________
Steven J. Hawkins
Director
Horizons ETFs Management (Canada) Inc.

________________________
Taeyong Lee
Director
Horizons ETFs Management (Canada) Inc.

NOTICE TO UNITHOLDERS
The Auditors of the ETF have not reviewed these Financial Statements.
Horizons ETFs Management (Canada) Inc., the Manager of the ETF, appoints an independent auditor to audit the ETF’s annual
financial statements.
The ETF’s independent auditors have not performed a review of these interim financial statements in accordance with Canadian generally accepted auditing standards.
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Horizons Enhanced Income US Equity (USD) ETF
Statements of Financial Position (unaudited)
As at June 30, 2018 and December 31, 2017

2018
Assets
Cash and cash equivalents
Investments
Amounts receivable relating to accrued income
Amounts receivable relating to portfolio assets sold

$

Total assets
Liabilities
Accrued management fees
Accrued operating expenses
Amounts payable for portfolio assets purchased
Distribution payable
Derivative liabilities (note 3)
Total liabilities

220,196
27,073,540
14,471
14,397

2017
$

456,068
29,712,427
19,947
–

27,322,604

30,188,442

16,209
8,457
246
137,646
94,883

18,159
8,536
–
143,445
168,399

257,441

338,539

Total net assets (note 2)

$

27,065,163

$

29,849,903

Total net assets, Class E
Number of redeemable units outstanding, Class E (note 8)
Total net assets per unit, Class E (US$ units) (note 1)
Total net assets per unit, Class E (C$ units) (note 1)

$

27,065,163
2,332,982
11.60
15.25

$

29,849,903
2,482,182
12.03
15.12

$
$

$
$

(See accompanying notes to financial statements)

Approved on behalf of the Board of Directors of the Manager:

______________________
Steven J. Hawkins

_______________________
Taeyong Lee
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Horizons Enhanced Income US Equity (USD) ETF
Statements of Comprehensive Income (unaudited)
For the Periods Ended June 30,

2018
Income
Dividend income
$
Interest income for distribution purposes
Securities lending income (note 7)
Net realized gain on sale of investments and derivatives
Net realized gain (loss) on foreign exchange
Net change in unrealized appreciation (depreciation) of investments and derivatives
Net change in unrealized appreciation of foreign exchange

Expenses
Management fees (note 9)
Audit fees
Independent Review Committee fees
Custodial fees
Securityholder reporting costs
Administration fees
Transaction costs
Withholding taxes
Other expenses
Amounts that were payable by the investment fund
that were paid or absorbed by the Manager

$

385,784
–
159
1,429,525
(3)
294,147
28

24,890

2,109,640

100,577
4,915
310
1,337
14,302
15,765
36,636
42,961
10

123,994
5,008
144
1,155
13,030
14,816
52,153
56,003
71

216,813

266,374

(18,943)

(14,650)

197,870

251,724

Increase (decrease) in net assets for the period

$

(172,980)

$

1,857,916

Increase (decrease) in net assets, Class E
Increase (decrease) in net assets per unit, Class E

$

(172,980)
(0.07)

$

1,754,263
0.62

Increase in net assets, Advisor Class
Increase in net assets per unit, Advisor Class

$

–
–

$

103,653
0.46

(See accompanying notes to financial statements)
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318,784
1,022
135
1,213,809
173
(1,509,335)
302

2017

Horizons Enhanced Income US Equity (USD) ETF
Statements of Changes in Financial Position (unaudited)
For the Periods Ended June 30,

2018
Total net assets at the beginning of the period

$

Increase (decrease) in net assets
Redeemable unit transactions
Proceeds from the issuance of securities of the investment fund
Aggregate amounts paid on redemption of securities of the investment fund
Securities issued on reinvestment of distributions
Distributions:
From net investment income

29,849,903

2017
$

33,121,895

(172,980)

1,857,916

295,158
(2,106,357)
9,491

2,593,615
(4,277,615)
7,800

(810,052)

(908,689)

Total net assets at the end of the period

$

27,065,163

$

32,394,922

Total net assets at the beginning of the period, Class E

$

29,849,903

$

30,594,491

Increase (decrease) in net assets, Class E
Redeemable unit transactions
Proceeds from the issuance of securities of the investment fund
Aggregate amounts paid on redemption of securities of the investment fund
Securities issued on reinvestment of distributions
Distributions:
From net investment income

(172,980)

1,754,263

295,158
(2,106,357)
9,491

2,593,615
(1,684,000)
7,800

(810,052)

(871,247)

Total net assets at the end of the period, Class E

$

27,065,163

$

32,394,922

Total net assets at the beginning of the period, Advisor Class

$

–

$

2,527,404

Increase in net assets, Advisor Class
Redeemable unit transactions
Aggregate amounts paid on redemption of securities of the investment fund
Distributions:
From net investment income
Total net assets at the end of the period, Advisor Class

$

–

103,653

–

(2,593,615)

–

(37,442)

–

$

–

(See accompanying notes to financial statements)

17

Horizons Enhanced Income US Equity (USD) ETF
Statements of Cash Flows (unaudited)
For the Periods Ended June 30,

2018
Cash flows from operating activities:
Increase (decrease) in net assets for the period
$
Adjustments for:
Net realized gain on sale of investments and derivatives
Net change in unrealized depreciation (appreciation) of investments and derivatives
Net change in unrealized appreciation of foreign exchange
Purchase of investments
Proceeds from the sale of investments
Amounts receivable relating to accrued income
Accrued expenses

(1,213,809)
1,509,335
(302)
(5,518,928)
7,774,622
5,476
(2,029)

(1,429,525)
(294,147)
(27)
(9,693,478)
12,061,691
11,138
(975)

Net cash from operating activities

2,381,385

2,512,593

Cash flows from financing activities:
Amount received from the issuance of units
Amount paid on redemptions of units
Distributions paid to unitholders

295,158
(2,106,357)
(806,360)

68,452
(1,752,452)
(878,994)

(2,617,559)

(2,562,994)

(236,174)
302
456,068

(50,401)
27
332,983

Net cash used in financing activities
Net decrease in cash and cash equivalents during the period
Effect of exchange rate fluctuations on cash and cash equivalents
Cash and cash equivalents at beginning of period

(172,980)

$

1,857,916

Cash and cash equivalents at end of period

$

220,196

$

282,609

Interest received, net of withholding taxes
Dividends received, net of withholding taxes

$
$

1,022
281,299

$
$

37
340,919

(See accompanying notes to financial statements)
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2017

Horizons Enhanced Income US Equity (USD) ETF
Schedule of Investments (unaudited)
As at June 30, 2018
Security
U.S. EQUITIES (100.03%)
Information Technology (22.11%)
Alphabet Inc., Class ‘A’
Apple Inc.
Cisco Systems Inc.
Facebook Inc., Class ‘A’
Intel Corp.
International Business Machines Corp.
Microsoft Corp.
NVIDIA Corp.
Oracle Corp.
PayPal Holdings Inc.
QUALCOMM Inc.
Financials (17.33%)
American International Group Inc.
Bank of America Corp.
Berkshire Hathaway Inc., Class ‘B’
Citigroup Inc.
Goldman Sachs Group Inc. (The)
JPMorgan Chase & Co.
Simon Property Group Inc.
Visa Inc., Class ‘A’
Wells Fargo & Co.
Health Care (13.81%)
Amgen Inc.
Bristol-Myers Squibb Co.
Gilead Sciences Inc.
Johnson & Johnson
Merck & Co. Inc.
Pfizer Inc.
UnitedHealth Group Inc.
Consumer Discretionary (12.22%)
Amazon.com Inc.
Comcast Corp., Class ‘A’
General Motors Co.
McDonald’s Corp.
Starbucks Corp.
Walt Disney Co. (The)

Shares/
Contracts

499
3,118
12,359
3,182
10,887
3,449
5,889
2,262
10,482
6,831
9,322

10,081
16,976
2,657
7,491
2,073
4,757
3,495
4,441
9,823

2,974
8,173
7,011
4,137
9,957
14,904
2,418

393
15,523
14,642
3,411
9,346
5,356

Average
Cost

$

383,312
507,520
401,229
278,965
379,042
563,616
405,222
424,261
474,677
545,331
544,449

Fair
Value

$

563,466
577,173
531,808
618,326
541,193
481,825
580,714
535,868
461,837
568,817
523,151

4,907,624

5,984,178

563,195
332,415
361,787
358,664
355,106
503,956
664,775
506,530
567,429

534,495
478,553
495,929
501,298
457,242
495,679
594,814
588,210
544,587

4,213,857

4,690,807

503,086
498,341
550,948
501,306
602,693
502,142
443,572

548,971
452,294
496,659
501,983
604,390
540,717
593,232

3,602,088

3,738,246

164,022
555,602
568,788
380,224
467,244
553,272

668,021
509,310
576,895
534,470
456,552
561,362

2,689,152

3,306,610
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Horizons Enhanced Income US Equity (USD) ETF
Schedule of Investments (unaudited) (continued)
As at June 30, 2018
Security
Industrials (9.86%)
Boeing Co. (The)
Caterpillar Inc.
General Electric Co.
Union Pacific Corp.
United Technologies Corp.
Consumer Staples (9.52%)
Coca-Cola Co. (The)
PepsiCo Inc.
Philip Morris International Inc.
Procter & Gamble Co. (The)
Walmart Inc.
Energy (7.10%)
Chevron Corp.
ConocoPhillips
Exxon Mobil Corp.
Materials (3.94%)
DowDuPont Inc.
Freeport-McMoRan Inc., Class ‘B’
Telecommunication Services (2.09%)
Verizon Communications Inc.
Utilities (2.05%)
Duke Energy Corp.

Shares/
Contracts

Average
Cost

Fair
Value

433,357
308,539
804,767
413,558
494,645

551,914
487,734
526,585
567,145
535,378

2,454,866

2,668,756

556,083
466,779
558,901
585,751
490,120

548,294
534,116
425,581
535,804
532,229

2,657,634

2,576,024

518,798
555,698
640,137

605,853
707,826
606,990

1,714,633

1,920,669

488,170
475,885

542,851
523,824

964,055

1,066,675

11,251

578,343

566,038

7,025

558,434

555,537

24,340,686

27,073,540

(938)
(2,616)
(11,304)
(975)
(650)
(819)
(1,776)

(740)
(910)
(8,760)
(388)
(88)
(511)
(640)

1,645
3,595
38,691
4,003
4,282

12,501
4,906
5,271
6,864
6,214

4,792
10,167
7,337

8,235
30,349

TOTAL U.S. EQUITIES
DERIVATIVES (-0.35%)
SHORT POSITIONS (-0.35%)
Equity Call Options (-0.35%)
Alphabet Inc., Class ‘A’, July 2018, $1,175.00 USD
Alphabet Inc., Class ‘A’, July 2018, $1,190.00 USD
Amazon.com Inc., July 2018, $1,725.00 USD
American International Group Inc., July 2018, $55.50 USD
American International Group Inc., July 2018, $57.50 USD
Amgen Inc., July 2018, $192.50 USD
20
Amgen Inc., July 2018, $195.00 USD

(1)
(2)
(3)
(25)
(25)
(7)
(16)

Horizons Enhanced Income US Equity (USD) ETF
Schedule of Investments (unaudited) (continued)
As at June 30, 2018
Security
Apple Inc., July 2018, $192.50 USD
Apple Inc., July 2018, $200.00 USD
Bank of America Corp., July 2018, $30.00 USD
Bank of America Corp., July 2018, $31.00 USD
Berkshire Hathaway Inc., Class ‘B’, July 2018, $200.00 USD
Berkshire Hathaway Inc., Class ‘B’, August 2018, $200.00 USD
Boeing Co. (The), July 2018, $355.00 USD
Boeing Co. (The), July 2018, $375.00 USD
Bristol-Myers Squibb Co., July 2018, $57.50 USD
Caterpillar Inc., July 2018, $152.50 USD
Chevron Corp., July 2018, $130.00 USD
Chevron Corp., July 2018, $135.00 USD
Cisco Systems Inc., July 2018, $44.00 USD
Cisco Systems Inc., July 2018, $46.00 USD
Citigroup Inc., July 2018, $68.50 USD
Citigroup Inc., July 2018, $72.50 USD
Coca-Cola Co. (The), July 2018, $45.00 USD
Comcast Corp., Class ‘A’, July 2018, $35.00 USD
ConocoPhillips, July 2018, $70.00 USD
ConocoPhillips, July 2018, $75.00 USD
Duke Energy Corp., July 2018, $77.50 USD
Duke Energy Corp., July 2018, $80.00 USD
Exxon Mobil Corp., July 2018, $85.00 USD
Facebook Inc., Class ‘A’, July 2018, $205.00 USD
Freeport-McMoRan Inc., July 2018, $17.50 USD
Freeport-McMoRan Inc., July 2018, $18.00 USD
Freeport-McMoRan Inc., July 2018, $19.00 USD
General Electric Co., July 2018, $13.50 USD
General Electric Co., July 2018, $15.00 USD
General Motors Co., July 2018, $46.00 USD
Gilead Sciences Inc., July 2018, $73.50 USD
Gilead Sciences Inc., July 2018, $75.00 USD
International Business Machines Corp., July 2018, $145.00 USD
International Business Machines Corp., July 2018, $155.00 USD
Johnson & Johnson, August 2018, $135.00 USD
JPMorgan Chase & Co., July 2018, $115.00 USD
McDonald’s Corp., July 2018, $165.00 USD
McDonald’s Corp., July 2018, $170.00 USD
Merck & Co. Inc., July 2018, $65.00 USD
Microsoft Corp., July 2018, $100.00 USD
Microsoft Corp., July 2018, $105.00 USD

Shares/
Contracts

Average
Cost

(7)
(7)
(42)
(42)
(6)
(6)
(5)
(4)
(40)
(8)
(11)
(12)
(30)
(41)
(18)
(19)
(25)
(38)
(25)
(50)
(17)
(17)
(18)
(18)
(101)
(102)
(100)
(96)
(96)
(36)
(17)
(32)
(8)
(17)
(10)
(10)
(8)
(16)
(25)
(15)
(15)

(714)
(599)
(966)
(924)
(519)
(672)
(1,940)
(1,252)
(1,400)
(772)
(451)
(540)
(570)
(779)
(1,926)
(1,149)
(475)
(2,375)
(1,337)
(2,300)
(408)
(1,090)
(963)
(3,258)
(3,030)
(2,550)
(4,000)
(2,304)
(2,016)
(612)
(1,594)
(1,567)
(1,368)
(1,657)
(290)
(1,420)
(312)
(1,888)
(500)
(5,370)
(2,085)

Fair
Value
(504)
(108)
(693)
(273)
(84)
(540)
(958)
(124)
(1,120)
(100)
(1,050)
(210)
(1,005)
(225)
(1,764)
(313)
(388)
(1,083)
(3,713)
(1,000)
(3,782)
(1,190)
(936)
(2,025)
(5,606)
(3,672)
(1,500)
(4,800)
(624)
(108)
(1,173)
(1,216)
(1,096)
(204)
(175)
(115)
(292)
(184)
(163)
(3,030)
(727)
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Horizons Enhanced Income US Equity (USD) ETF
Schedule of Investments (unaudited) (continued)
As at June 30, 2018

Shares/
Contracts

Average
Cost

(5)
(10)
(26)
(23)
(28)
(37)
(13)
(17)
(17)
(22)
(20)
(23)
(23)
(10)
(20)
(20)
(10)
(28)
(28)
(11)
(11)
(15)
(13)
(20)
(50)

(1,445)
(4,080)
(1,040)
(2,369)
(2,948)
(814)
(1,697)
(663)
(1,644)
(924)
(3,140)
(529)
(437)
(1,530)
(4,682)
(1,790)
(1,230)
(980)
(588)
(1,342)
(897)
(908)
(1,007)
(3,780)
(2,825)

(1,350)
(215)
(52)
(495)
(4,144)
(721)
(1,573)
(485)
(2,388)
(792)
(6,350)
(564)
(35)
(1,250)
(1,250)
(1,320)
(210)
(4,172)
(994)
(1,100)
(302)
(952)
(949)
(760)
(2,550)

(122,309)

(94,883)

TOTAL DERIVATIVES

(122,309)

(94,883)

Transaction Costs

(37,778)

Security
NVIDIA Corp., July 2018, $250.00 USD
NVIDIA Corp., July 2018, $275.00 USD
Oracle Corp., July 2018, $49.00 USD
PayPal Holdings Inc., July 2018, $90.00 USD
PepsiCo Inc., July 2018, $110.00 USD
Pfizer Inc., July 2018, $37.00 USD
Philip Morris International Inc., July 2018, $83.00 USD
Philip Morris International Inc., July 2018, $87.50 USD
Procter & Gamble Co. (The), July 2018, $77.50 USD
Procter & Gamble Co. (The), July 2018, $80.00 USD
Simon Property Group Inc., July 2018, $170.00 USD
Starbucks Corp., July 2018, $51.00 USD
Starbucks Corp., July 2018, $60.00 USD
Union Pacific Corp., July 2018, $147.00 USD
Union Pacific Corp., July 2018, $150.00 USD
United Technologies Corp., July 2018, $129.00 USD
UnitedHealth Group Inc., July 2018, $270.00 USD
Verizon Communications Inc., July 2018, $49.00 USD
Verizon Communications Inc., July 2018, $51.00 USD
Visa Inc., Class ‘A’, July 2018, $136.00 USD
Visa Inc., Class ‘A’, July 2018, $140.00 USD
Walmart Inc., July 2018, $87.50 USD
Walt Disney Co. (The), July 2018, $108.00 USD
Walt Disney Co. (The), July 2018, $110.00 USD
Wells Fargo & Co., July 2018, $57.50 USD

TOTAL INVESTMENT PORTFOLIO (99.68%)
Cash and cash equivalents (0.81%)
Other assets less liabilities (-0.49%)
TOTAL NET ASSETS (100.00%)
(See accompanying notes to financial statements)
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$ 24,180,599

Fair
Value

$ 26,978,657
220,196
(133,690)
$ 27,065,163

Horizons Enhanced Income US Equity (USD) ETF
Notes to Financial Statements (unaudited)
June 30, 2018

1. REPORTING ENTITY
Horizons Enhanced Income US Equity (USD) ETF (“HEA.U” or the “ETF”) is an investment trust established under the laws
of the Province of Ontario by Declaration of Trust and effectively began operations on September 13, 2011. The address
of the ETF’s registered office is: c/o Horizons ETFs Management (Canada) Inc., 55 University Avenue, Suite 800, Toronto,
Ontario, M5J 2H7.
The ETF is offered for sale on a continuous basis by its prospectus in class E units (“Class E”) which trade on the Toronto
Stock Exchange (“TSX”) in U.S. dollars (“US$ units”) and in Canadian dollars (“C$ units”) under the symbols HEA.U and HEA,
respectively. C$ units are not a separate class of units of the ETF, but rather, represent the Canadian dollar value of the US$
units at the current day’s Canada/U.S. exchange rate. An investor may buy or sell units of the ETF on the TSX only through
a registered broker or dealer in the province or territory where the investor resides. Investors are able to trade units of
the ETF in the same way as other securities traded on the TSX, including by using market orders and limit orders and may
incur customary brokerage commissions when buying or selling units.
Prior to their termination on April 28, 2017 (see below), the ETF also offered for sale on a continuous basis, by its prospectus, advisor class units (“Advisor Class”) which traded on the TSX in U.S. dollars and in Canadian dollars under the symbols
HEA.V and HEA.A, respectively. Advisors were directly compensated with a service fee on a trailing quarterly basis (the
“Service Fee”). The only difference between the Advisor Class and Class E units of the ETF was that the Advisor Class
charged higher management fees that included the Service Fees paid to the advisor (see note 9).
The investment objective of HEA.U is to provide unitholders with: (a) exposure to the performance of an equal weighted
portfolio of large capitalization U.S. companies; and (b) monthly U.S. dollar distributions of dividend and call option income. HEA.U invests primarily in a portfolio of equity and equity related securities of U.S. companies that, as at the Constituent Reset Date (see below), are amongst the largest by market capitalization and most liquid issuers on the New York
Stock Exchange (the “NYSE”) or the NASDAQ Stock Market (“NASDAQ”). To mitigate downside risk and generate income,
the ETF’s investment manager actively manages a covered call strategy that generally writes out of the money covered
call options on up to 100% of the portfolio securities. The level of covered call option writing may vary based on market
volatility and other factors. HEA.U does not to seek to hedge its exposure to the U.S. dollar back to the Canadian dollar.
Horizons ETFs Management (Canada) Inc. is the manager, trustee and investment manager of the ETF (“Horizons Management”, the “Manager” or the “Investment Manager”). Prior to September 30, 2017, AlphaPro Management Inc. (“AlphaPro”),
a wholly owned subsidiary of Horizons Management, acted as the manager and trustee of the ETF.
Effective September 30, 2017, AlphaPro amalgamated with Horizons Management (the “Amalgamation”). Post-Amalgamation, the duties of manager and trustee for the ETF previously performed by AlphaPro were assumed by Horizons Management, in addition to its role as investment manager for the ETF. There was no change to the to the ETF’s investment
objectives and strategies as result of the Amalgamation, nor to the day-to-day management of the ETF.
The Investment Manager is responsible for implementing the ETF’s investment strategies. The Manager is a member of
the Mirae Asset Financial Group (“Mirae Asset”).

Conversion and Termination of Advisor Class units
The previously announced conversion (the “Conversion”) of the ETF’s advisor class units (“Advisor Class units”)
into the ETF’s common class units (“Class E units”) was completed at the close of business on April 28, 2017 (the
“Conversion Date”).
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The remaining unitholders of record of the Advisor Class units as at the Conversion Date received a number of whole
Class E units of the ETF with an aggregate net asset value (“NAV”) equal to the aggregate NAV of the Advisor Class units
converted, based on the respective NAVs of the two classes as at the Conversion Date (the “Conversion Ratio”). The ETF’s
Conversion Ratio was 1.000599, meaning, that for each Advisor Class unit of the ETF subject to the Conversion, the unitholder received 1.000599 Class E units of the ETF.
The conversion of Advisor Class units into whole Class E units of the ETF did not give rise to a disposition by unitholders
of converting Advisor Class units for tax purposes on any whole units converted. Any remaining fractional Advisor Class
units were redeemed for cash and such redemption is considered a disposition for tax purposes.
Immediately following the completion of the Conversion, the Advisor Class units were terminated.

2. BASIS OF PREPARATION
(i) Statement of compliance
These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”).
Any mention of total net assets, net assets, net asset value or increase (decrease) in net assets is referring to net assets or
increase (decrease) in net assets attributable to holders of redeemable units as reported under IFRS.
These financial statements were authorized for issue on August 15, 2018, by the Board of Directors of the Manager.

(ii) Basis of measurement
The financial statements have been prepared on the historical cost basis except for financial instruments at fair value
though profit or loss, which are measured at fair value.

(iii) Functional and presentation currency
These financial statements are presented in U.S. dollars, which is the ETF’s functional currency.

3. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

(a) Financial instruments
(i) Recognition, initial measurement and classification
For fiscal years beginning January 1, 2018, IFRS 9, Financial Instruments (“IFRS 9”) has replaced International Accounting
Standard 39, Financial Instruments – Recognition and Measurement (“IAS 39”). IFRS 9 introduces new classification and
measurement requirements for financial instruments, including impairment on financial assets and hedge accounting.
This new standard requires assets to be classified based on the ETF’s business model for managing the financial assets
and contractual cash flow characteristics of the financial assets. The standard includes three principal classification categories for financial assets: measured at amortized cost, fair value through other comprehensive income, and fair value
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through profit and loss (“FVTPL”). It eliminates the existing IAS 39 categories of held to maturity, loans and receivables
and available for sale. IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial liabilities
There were no changes to the measurement basis of the ETF’s financial instruments as a result of adopting IFRS 9, and
consequently, there was no impact to net assets.
Financial assets and financial liabilities at FVTPL are initially recognized on the trade date, at fair value (see below), with
transaction costs recognized in the statements of comprehensive income. Other financial assets and financial liabilities
are recognized on the date on which they are originated at fair value.
The ETF classifies financial assets and financial liabilities into the following categories:
• Financial assets mandatorily classified at fair value through profit or loss: debt securities, equity investments and derivative financial instruments
• Financial assets at amortized cost: All other financial assets are classified as loans and receivables
• Financial liabilities mandatorily classified at fair value through profit or loss: derivative financial instruments and securities sold short, if any
• Financial liabilities at amortized cost: all other financial liabilities are classified as other financial liabilities

(ii) Fair value measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date in the principal or, in its absence, the most advantageous market to
which the ETF has access at that date. The fair value of a liability reflects its non-performance risk.
Investments are valued at fair value as of the close of business on each day upon which a session of the TSX is held (“Valuation Date”) and based on external pricing sources to the extent possible. Investments held that are traded in an active
market through recognized public stock exchanges, over-the-counter markets, or through recognized investment dealers, are valued at their closing sale price. However, such prices may be adjusted if a more accurate value can be obtained
from recent trading activity or by incorporating other relevant information that may not have been reflected in pricing
obtained from external sources. Short-term investments, including notes and money market instruments, are valued at
amortized cost which approximates fair value.
Investments held that are not traded in an active market, including some derivative financial instruments, are valued using observable market inputs where possible, on such basis and in such manner as established by the Manager. Derivative financial instruments are recorded in the statements of financial position according to the gain or loss that would be
realized if the contracts were closed out on the Valuation Date. Margin deposits, if any, are included in the schedule of
investments as margin deposits. See also the summary of fair value measurements in note 6.
Fair value policies used for financial reporting purposes are the same as those used to measure the net asset value (“NAV”)
for transactions with unitholders.
The fair value of other financial assets and liabilities approximates their carrying values due to the short-term nature of
these instruments.

25

Horizons Enhanced Income US Equity (USD) ETF
Notes to Financial Statements (unaudited) (continued)
June 30, 2018

(iii) Offsetting
Financial assets and liabilities are offset and the net amount presented in the statements of financial position when there
is a legally enforceable right to offset the recognized amounts and there is an intention to settle on a net basis, or to realize the asset and settle the liability simultaneously.
Income and expenses are presented on a net basis for gains and losses from financial instruments at fair value through
profit or loss and foreign exchange gains and losses.

(iv) Specific instruments
Cash and cash equivalents
Cash and cash equivalents consist of cash on deposit and short-term, interest bearing notes with a term to maturity of
less than three months from the date of purchase.

Forward foreign exchange contracts
Forward foreign exchange contracts, if any, are valued at the current market value thereof on the Valuation Date. The value of these forward contracts is the gain or loss that would be realized if, on the Valuation Date, the positions were to be
closed out and recorded as derivative assets and/or liabilities in the statements of financial position and as a net change
in unrealized appreciation (depreciation) of investments and derivatives in the statements of comprehensive income.
When the forward contracts are closed out or mature, realized gains or losses on forward contracts are recognized and
are included in the statements of comprehensive income in net realized gain (loss) on sale of investments and derivatives.
The U.S. dollar value of forward foreign exchange contracts is determined using forward currency exchange rates supplied by an independent service provider.

Options
As part of the ETF’s investment strategy, call options are written on the equities in the ETF’s portfolio. The premium
received from writing a call option is recorded as a derivative liability in the statements of financial position. These call options are valued at the current market value thereof on the Valuation Date. The difference between the premium received
when the option was written and its current market value is recorded as a net change in unrealized appreciation (depreciation) of investments and derivatives in the statements of comprehensive income.
When a written call option expires, the ETF will realize a gain equal to the premium received. When a written option
is bought back, the ETF will realize a gain or loss equal to the difference between the cost at which the contract was
re-purchased and the premium received. When a written call option is exercised, the premium received is added to the
proceeds from the sale of the underlying investments to determine the realized gain or loss. In all three cases, the gains or
losses realized on call option premiums written is recorded as a net realized gain (loss) on sale of investments and derivatives in the statements of comprehensive income.

Redeemable units
The redeemable units are measured at the present value of the redemption amounts and are considered a residual
amount of the net assets attributable to holders of redeemable units. They are classified as financial liabilities as a result of
the ETF’s requirement to distribute net income and capital gains to unitholders.
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(b) Investment income
Investment transactions are accounted for as of the trade date. Realized gains and losses from investment transactions
are calculated on a weighted average cost basis. The difference between fair value and average cost, as recorded in the
financial statements, is included in the statements of comprehensive income as part of the net change in unrealized appreciation (depreciation) of investments and derivatives. Interest income for distribution purposes from investments in
bonds and short-term investments represents the coupon interest received by the ETF accounted for on an accrual basis.
The ETF does not amortize premiums paid or discounts received on the purchase of fixed income securities. The ETF does
not use the effective interest method. Dividend income is recognized on the ex-dividend date. Distribution income from
investments in other funds or ETFs is recognized when earned.
Income from derivatives is shown in the statements of comprehensive income as net realized gain (loss) on sale of investments and derivatives; net change in unrealized appreciation (depreciation) of investments and derivatives; and, interest
income for distribution purposes, in accordance with its nature.
Income from securities lending, if any, is included in “Securities lending income” on the statements of comprehensive
income and is recognized when earned. Any securities on loan continue to be displayed in the schedule of investments
and the market value of the securities loaned and collateral held is determined daily (see note 7).
If the ETF incurs withholding taxes imposed by certain countries on investment income and capital gains, such income
and gains are recorded on a gross basis and the related withholding taxes are shown as a separate expense in the statements of comprehensive income.

(c) Foreign currency
Transactions in foreign currencies are translated into the ETF’s reporting currency using the exchange rate prevailing on
the trade date. Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated at
the period-end exchange rate. Foreign exchange gains and losses are presented as “Net realized gain (loss) on foreign
exchange”, except for those arising from financial instruments at fair value through profit or loss, which are recognized as
a component within “Net realized gain (loss) on sale of investments and derivatives” and “Net change in unrealized appreciation (depreciation) of investments and derivatives” in the statements of comprehensive income.

(d) Cost basis
The cost of portfolio investments is determined on an average cost basis.

(e) Increase (decrease) in net assets attributable to holders of redeemable units per unit
The increase (decrease) in net assets per unit by class in the statements of comprehensive income represents the change
in net assets attributable to holders of redeemable units from operations attributable to each class divided by the
weighted average number of units of that class outstanding during the reporting period. Income, expenses other than
management fees, and realized and unrealized capital gains (losses) are distributed amongst the different classes of units
in proportion to the amount invested in them. For management fees please refer to note 9.
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(f) Unitholder transactions
The value at which units are issued or redeemed is determined by dividing the net asset value of the class by the total
number of units outstanding of that class on the Valuation Date. Amounts received on the issuance of units and amounts
paid on the redemption of units are included in the statements of changes in financial position.

(g) Amounts receivable (payable) relating to portfolio assets sold (purchased)
In accordance with the ETF’s policy of trade date accounting for sale and purchase transactions, sales/purchase transactions awaiting settlement represent amounts receivable/payable for securities sold/purchased, but not yet settled as at
the reporting date.

(h) Net assets attributable to holders of redeemable units per unit
Net assets attributable to holders of redeemable units per unit is calculated for each class of units of the ETF by taking
the respective class’ proportionate share of the ETF’s net assets attributable to holders of redeemable units and dividing
by the number of units of that class outstanding on the Valuation Date.

(i) Transaction costs
Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of an investment,
which include fees and commissions paid to agents, advisors, brokers and dealers, levies by regulatory agencies and securities exchanges, and transfer taxes and duties. Transaction costs are expensed and are included in “Transaction costs” in
the statements of comprehensive income.

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
In preparing these financial statements, the Manager has made judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results
may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
estimates are recognized prospectively.
The ETF may hold financial instruments that are not quoted in active markets, including derivatives. The determination
of the fair value of these instruments is the area with the most significant accounting judgements and estimates that the
ETF has made in preparing the financial statements. See note 6 for more information on the fair value measurement of
the ETF’s financial instruments.

5. FINANCIAL INSTRUMENTS RISK
In the normal course of business, the ETF’s investment activities expose it to a variety of financial risks. The Manager seeks
to minimize potential adverse effects of these risks for the ETF’s performance by employing professional, experienced
portfolio advisors, by daily monitoring of the ETF’s positions and market events, and periodically may use derivatives to
hedge certain risk exposures. To assist in managing risks, the Manager maintains a governance structure that oversees the
ETF’s investment activities and monitors compliance with the ETF’s stated investment strategies, internal guidelines and
securities regulations.
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Please refer to the most recent prospectus for a complete discussion of the risks attributed to an investment in the units
of the ETF. Significant financial instrument risks that are relevant to the ETF and an analysis of how they are managed are
presented below.

(a) Market risk
Market risk is the risk that changes in market prices, such as interest rates, equity prices, foreign exchange rates and credit
spreads (not relating to changes in the obligor’s/issuer’s credit standing) will affect the ETF’s income or the fair value of its
holdings of financial instruments. The objective of market risk management is to manage and control market risk exposures within acceptable parameters, while optimizing the return.

(i) Currency risk
Currency risk is the risk that financial instruments which are denominated in currencies other than the ETF’s reporting currency, the U.S. dollar, will fluctuate due to changes in exchange rates and adversely impact the ETF’s income, cash flows
or fair values of its investment holdings. The ETF may reduce its foreign currency exposure through the use of derivative
arrangements such as foreign exchange forward contracts or futures contracts. As at June 30, 2018, and December 31,
2017, the ETF did not have any material exposure to foreign currencies.

(ii) Interest rate risk
The ETF may be exposed to the risk that the fair value of future cash flows of its financial instruments will fluctuate as a
result of changes in market interest rates. In general, the value of interest-bearing financial instruments will rise if interest
rates fall, and conversely, will generally fall if interest rates rise. There is minimal sensitivity to interest rate fluctuation on
cash and cash equivalents invested at short-term market rates since those securities are usually held to maturity and are
short term in nature.
As at June 30, 2018, and December 31, 2017, the ETF did not hold any long-term debt instruments and did not have any
exposure to interest rate risk.

(iii) Other market risk
Other market risk is the risk that the value of financial instruments will fluctuate as a result of changes in market prices
(other than those arising from interest rate risk or currency risk), whether caused by factors specific to an individual
investment, its issuer, or all factors affecting all instruments traded in a market or market segment. The Manager has imposed internal risk management controls on the ETF which are intended to limit the loss on its trading activities.
The table below shows the estimated impact on the ETF of a 1% increase or decrease in a broad-based market index,
based on historical correlation, with all other factors remaining constant, as at the dates shown. In practice, actual results
may differ from this sensitivity analysis and the difference could be material. The historical correlation may not be representative of future correlation.
Comparative Index

June 30, 2018

December 31, 2017

S&P 500®

$253,571

$277,964
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(b) Credit risk
Credit risk on financial instruments is the risk of a financial loss occurring as a result of the default of a counterparty on its
obligation to the ETF. It arises principally from debt securities held, and also from derivative financial assets, cash and cash
equivalents, and other receivables. The ETF’s maximum credit risk exposure as at the reporting date is represented by the
respective carrying amounts of the financial assets in the statements of financial position. The ETF’s credit risk policy is
to minimise its exposure to counterparties with perceived higher risk of default by dealing only with counterparties that
meet the credit standards set out in the ETF’s prospectus and by taking collateral.
As at June 30, 2018, and December 31, 2017, due to the nature of its portfolio investments, the ETF did not have any
material credit risk exposure.

(c) Liquidity risk
Liquidity risk is the risk that the ETF will encounter difficulty in meeting the obligations associated with its financial liabilities that are settled by delivering cash or another financial asset. The ETF’s policy and the investment manager’s approach
to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when
due, under both normal and stress conditions, including estimated redemptions of shares, without incurring unacceptable losses or risking damage to the ETF’s reputation. All financial liabilities are generally due within 90 days. Liquidity risk
is managed by investing the majority of the ETF’s assets in investments that are traded in an active market and can be
readily disposed. The ETF aims to retain sufficient cash and cash equivalent positions to maintain liquidity; therefore, the
liquidity risk for the ETF is considered minimal.

6. FAIR VALUE MEASUREMENT
Below is a classification of fair value measurements of the ETF’s investments based on a three level fair value hierarchy
and a reconciliation of transactions and transfers within that hierarchy. The hierarchy of fair valuation inputs is summarized as follows:
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•

Level 1: securities that are valued based on quoted prices in active markets.

•

Level 2: securities that are valued based on inputs other than quoted prices that are observable, either directly as
prices, or indirectly as derived from prices.

•

Level 3: securities that are valued with significant unobservable market data.
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Changes in valuation methods may result in transfers into or out of an investment’s assigned level. The following is a
summary of the inputs used as at June 30, 2018, and December 31, 2017, in valuing the ETF’s investments and derivatives
carried at fair values:
June 30, 2018
Level 1 ($)

Level 2 ($)

December 31, 2017
Level 3 ($)

Level 1 ($)

Level 2 ($)

Level 3 ($)

Financial Assets
Equities
Total Financial Assets

27,073,540

–

–

29,712,427

–

–

27,073,540

–

–

29,712,427

–

–

(94,883)

–

–

(168,399)

–

–

(94,883)

–

–

(168,399)

–

–

–

–

–

–

Financial Liabilities
Options
Total Financial Liabilities
Net Financial Assets
and Liabilities

26,978,657

29,544,028

There were no significant transfers made between Levels 1 and 2 as a result of changes in the availability of quoted
market prices or observable market inputs during the period or year shown. In addition, there were no investments or
transactions classified in Level 3 for the period ended June 30, 2018, and for the year ended December 31, 2017.

7. SECURITIES LENDING
In order to generate additional returns, the ETF is authorized to enter into securities lending agreements with borrowers
deemed acceptable in accordance with National Instrument 81-102 – Investment Funds (“NI 81-102”). Under a securities
lending agreement, the borrower must pay the ETF a negotiated securities lending fee, provide compensation to the ETF
equal to any distributions received by the borrower on the securities borrowed, and the ETF must receive an acceptable
form of collateral in excess of the value of the securities loaned. Although such collateral is marked to market, the ETF
may be exposed to the risk of loss should a borrower default on its obligations to return the borrowed securities and the
collateral is insufficient to reconstitute the portfolio of loaned securities. Revenue, if any, earned on securities lending
transactions during the period is disclosed in the ETF’s statements of comprehensive income.
The aggregate closing market value of securities loaned and collateral received as at June 30, 2018, and December 31,
2017, was as follows:
As at

Securities Loaned

Collateral Received

June 30, 2018

$672,365

$707,511

December 31, 2017

$763,258

$806,760

Collateral may comprise, but is not limited to, cash and obligations of or guaranteed by the Government of Canada or a
province thereof; by the United States government or its agencies; by some sovereign states; by permitted supranational
agencies; and short-term debt of Canadian financial institutions, if, in each case, the evidence of indebtedness has a designated rating as defined by NI 81-102.
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The table below presents a reconciliation of the securities lending income as presented in the statements of comprehensive income for the periods ended June 30, 2018 and 2017. It shows the gross amount of securities lending revenues generated from the securities lending transactions of the ETF, less any taxes withheld and amounts earned by parties entitled
to receive payments out of the gross amount as part of any securities lending agreements.

For the periods ended
Gross securities lending income

June 30, 2018

% of Gross
Income

$193

June 30, 2017

% of Gross
Income

$227

Lending Agents’ fees:
Canadian Imperial Bank of Commerce
Net securities lending income paid to the ETF

(58)

30.05%

(68)

29.96%

$135

69.95%

$159

70.04%

8. REDEEMABLE UNITS
The ETF is authorized to issue an unlimited number of redeemable, transferable Class E units each of which represents an
equal, undivided interest in the net assets of the ETF. Each unit entitles the owner to one vote at meetings of unitholders.
Each unit is entitled to participate equally with all other units with respect to all payments made to unitholders, other
than management fee distributions, whether by way of income or capital distributions and, on liquidation, to participate
equally in the net assets of the ETF remaining after satisfaction of any outstanding liabilities that are attributable to units
of that class of the ETF. All units will be fully paid and non-assessable, with no liability for future assessments, when issued
and will not be transferable except by operation of law.
Prior to the Conversion transaction and subsequent termination of the Advisor Class units described in note 1, the ETF
was authorized to issue an unlimited number of redeemable, transferable Advisor Class units each of which had the same
rights and privileges as the Class E units.
The redeemable units issued by the ETF provide an investor with the right to require redemption for cash at a value
proportionate to the investor’s share in the ETF’s net assets at each redemption date. They are classified as liabilities as a
result of the ETF’s requirement to distribute net income and capital gains to unitholders. The ETF’s objectives in managing
the redeemable units are to meet the ETF’s investment objective, and to manage liquidity risk arising from redemptions.
The ETF’s management of liquidity risk arising from redeemable units is discussed in note 5.
On any trading day, which is defined as the day that a net asset value of the ETF is being struck, unitholders of the ETF
may (i) redeem units of the ETF for cash at a redemption price per unit equal to 95% of the closing price for units of the
ETF on the TSX on the effective day of the redemption, where the units being redeemed are not equal to a prescribed
number of units (“PNU”) or a multiple PNU; or (ii) redeem, less any applicable redemption charge as determined by the
Manager in its sole discretion from time to time, a PNU or a multiple PNU of the ETF for cash equal to the net asset value
of that number of units.
Subject to regulatory and other necessary third party approvals, a stock exchange sponsored execution program may
become available which would allow investors to purchase and sell Class E units of the ETF based on transaction prices
calculated as at the end-of-day net asset value, plus any fee payable to the investor’s dealer for the dealer’s facilitation of
the purchase or sale. The Manager will issue a news release announcing the details of any such stock exchange sponsored
execution program.
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Units of the ETF are issued or redeemed on a daily basis at the net asset value per security that is determined as at
4:00 p.m. (Eastern Time) each business day. Purchase and redemption orders are subject to a 9:30 a.m. (Eastern Time) cutoff time.
The ETF is required to distribute any net income and capital gains that it has earned in the year. Income earned by the ETF
is distributed to unitholders at least once per year, if necessary, and these distributions are either paid in cash or reinvested by unitholders into additional units of the ETF. Net realized capital gains, if any, are typically distributed in December of each year to unitholders. The annual capital gains distributions are not paid in cash but rather, are reinvested and
reported as taxable distributions and used to increase each unitholder’s adjusted cost base for the ETF. Distributions paid
to holders of redeemable units are recognized in the statements of changes in financial position.
Please consult the ETF’s most recent prospectus for a full description of the subscription, exchange and redemption features of the ETF’s units.
For the periods ended June 30, 2018 and 2017, the number of units issued by subscription and/or distribution reinvestment, the number of units redeemed, the total and average number of units outstanding was as follows:

Class of Units
Class E
Advisor Class

Period

Beginning
Units
Outstanding

Units
Issued

Units
Redeemed

Ending
Units
Outstanding

Average
Units
Outstanding

2018

2,482,182

25,800

(175,000)

2,332,982

2,403,705

2017

2,799,407

231,967

(150,000)

2,881,374

2,841,888

2017

231,139

–

(231,139)

–

227,695

The Class E units issued and Advisor Class units redeemed for the period ended June 30, 2017, include the units converted as part of any monthly conversion privileges as well as any converted as part of the Conversion transaction described
in note 1. These non-cash conversion transactions were equal to $2,593,625 and have not been included in the statements of cash flows. Advisor Class units were terminated on April 28, 2017.

9. EXPENSES
Management fees
The Manager provides, or oversees the provision of, administrative services required by the ETF including, but not limited
to: negotiating contracts with certain third-party service providers, such as portfolio managers, custodians, registrars,
transfer agents, auditors and printers; authorizing the payment of operating expenses incurred on behalf of the ETF;
arranging for the maintenance of accounting records for the ETF; preparing reports to unitholders and to the applicable
securities regulatory authorities; calculating the amount and determining the frequency of distributions by the ETF; preparing financial statements, income tax returns and financial and accounting information as required by the ETF; ensuring
that unitholders are provided with financial statements and other reports as are required from time to time by applicable
law; ensuring that the ETF complies with all other regulatory requirements, including the continuous disclosure obligations of the ETF under applicable securities laws; administering purchases, redemptions and other transactions in units of
the ETF; and dealing and communicating with unitholders of the ETF. The Manager provides office facilities and personnel
to carry out these services, if not otherwise furnished by any other service provider to the ETF. The Manager also monitors
the investment strategies of the ETF to ensure that the ETF complies with its investment objectives, investment strategies
and investment restrictions and practices.
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In consideration for the provision of these services, the Manager receives a monthly management fee at the annual rate
of 0.65%, plus applicable sales taxes, of the net asset value of the ETF’s Class E units, calculated and accrued daily and
payable monthly in arrears. Any expenses of the ETF which are waived or absorbed by the Manager are paid out of the
management fees received by the Manager.
Up until the termination of the ETF’s Advisor Class units on April 28, 2017, as described in note 1, the ETF also received a
monthly management fee at the annual rate of 1.40%, plus applicable sales taxes, of the net asset value of the ETF’s Advisor Class units, calculated and accrued daily and payable monthly in arrears. In addition, up until the termination of the
Advisor Class units, the Manager, and not the ETF, paid to registered dealers a service fee equal to 0.75% per year of the
net asset value of Advisor Class units held by clients of the registered dealer. No service fees are paid to registered dealers
in respect of Class E units.

Other expenses
Unless otherwise waived or reimbursed by the Manager, the ETF pays all of its operating expenses, including but not
limited to: audit fees; trustee and custodial expenses; valuation, accounting and record keeping costs; legal expenses;
permitted prospectus preparation and filing expenses; costs associated with delivering documents to unitholders; listing
and annual stock exchange fees; index licensing fees, if applicable; fees payable to CDS Clearing and Depository Services
Inc.; bank related fees and interest charges; extraordinary expenses; unitholder reports and servicing costs; registrar and
transfer agent fees; costs of the Independent Review Committee; income taxes; sales taxes; brokerage expenses and commissions; and withholding taxes.
The Manager, at its discretion, may waive and/or absorb a portion of the fees and/or expenses otherwise payable by the
ETF. The waiving and/or absorption of such fees and/or expenses by the Manager may be terminated at any time, or continued indefinitely, at the discretion of the Manager.

10. BROKER COMMISSIONS, SOFT DOLLARS AND RELATED PARTY TRANSACTIONS
Prior to June 30, 2017, an affiliate of National Bank of Canada (“NBC”) and National Bank Financial Inc. (“NBF”) held an indirect minority interest in AlphaPro. NBF acted as a designated broker, an underwriter and/or a registered trader (market
maker). NBC, NBF and its affiliates may, at present or in the future, engage in business with the ETF, the issuers of securities making up the investment portfolio of the ETF, or with the Manager or any funds sponsored by the Manager or its
affiliates, including by making loans, executing brokerage transactions, entering into derivative transactions or providing
advisory or agency services.
Effective June 30, 2017, Horizons Management acquired the minority interest of AlphaPro owned by an affiliate of NBC
and as a result, became the sole shareholder of AlphaPro. Accordingly, NBC and NBF are no longer considered affiliates or
related parties of Horizons Management and, prior to the Amalgamation, AlphaPro.
Brokerage commissions paid on securities transactions may include amounts paid to related parties of the Manager for
brokerage services provided to the ETF.
Research and system usage related services received in return for commissions generated with specific dealers are generally referred to as soft dollars.
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Total brokerage commissions paid to dealers in connection with investment portfolio transactions, soft dollar transactions incurred and amounts paid to related parties of the Manager for the periods ended June 30, 2018 and 2017, were
as follows:
Period Ended

Brokerage
Commissions Paid

Soft Dollar
Transactions

Amount Paid to
Related Parties

June 30, 2018

$27,232

$nil

$nil

June 30, 2017

$38,180

$nil

$nil

In addition to the information contained in the table above, the management fees paid to the Manager described in note
9 are related party transactions, as the Manager is considered to be a related party to the ETF. Fees paid to the Independent Review Committee are also considered to be related party transactions. Both the management fees and fees paid
to the Independent Review Committee are disclosed in the statements of comprehensive income. The management fees
payable by the ETF as at June 30, 2018, and December 31, 2017, are disclosed in the statements of financial position.
The ETF may invest in other ETFs managed by the Manager or its affiliates, in accordance with the ETF’s investment objectives and strategies. Such investments, if any, are disclosed in the schedule of investments.

11. INCOME TAX
The ETF has qualified as a mutual fund trust under the Income Tax Act (Canada) (the “Tax Act”) and accordingly, is not
taxed on the portion of taxable income that is paid or allocated to unitholders. As well, tax refunds (based on redemptions and realized and unrealized gains during the year) may be available that would make it possible to retain some net
capital gains in the ETF without incurring any income taxes.

12. TAX LOSSES CARRIED FORWARD
Capital losses for income tax purposes may be carried forward indefinitely and applied against capital gains realized in
future years. Non-capital losses carried forwards may be applied against future years’ taxable income. Non-capital losses
that are realized in the current taxation year may be carried forward for 20 years. As at December 31, 2017, the ETF had
net capital losses and/or non-capital losses, with the year of expiry of the non-capital losses as follows:
Net Capital Losses

Non-Capital Losses

Year of Expiry

–

–

$30,723

13. OFFSETTING OF FINANCIAL INSTRUMENTS
In the normal course of business, the ETF may enter into various master netting arrangements or other similar agreements that do not meet the criteria for offsetting in the statements of financial position but still allow for the related
amounts to be set off in certain circumstances, such as bankruptcy or termination of the contracts. As at June 30, 2018,
and December 31, 2017, the ETF did not have any financial instruments eligible for offsetting.

35

Horizons Enhanced Income US Equity (USD) ETF
Notes to Financial Statements (unaudited) (continued)
June 30, 2018

14. INTERESTS IN SUBSIDIARIES, ASSOCIATES AND UNCONSOLIDATED STRUCTURED ENTITIES
The ETF may invest in units of other ETFs as part of its investment strategies (“Investee ETF(s)”). The nature and purpose of
these Investee ETFs generally, is to manage assets on behalf of third party investors in accordance with their investment
objectives, and are financed through the issue of units to investors.
In determining whether the ETF has control or significant influence over an Investee ETF, the ETF assesses voting rights,
the exposure to variable returns, and its ability to use the voting rights to affect the amount of the returns. In instances
where the ETF has control over an Investee ETF, the ETF qualifies as an investment entity under IFRS 10 - Consolidated
Financial Statements, and therefore accounts for investments it controls at fair value through profit and loss. The ETF’s primary purpose is defined by its investment objectives and uses the investment strategies available to it as defined in the
ETF’s prospectus to meet those objectives. The ETF also measures and evaluates the performance of any Investee ETFs on
a fair value basis.
Investee ETFs over which the ETF has control or significant influence are categorized as subsidiaries and associates, respectively. All other Investee ETFs are categorized as unconsolidated structured entities. Investee ETFs may be managed
by the Manager, its affiliates, or by third-party managers.
Investments in Investee ETFs are susceptible to market price risk arising from uncertainty about future values of those
Investee ETFs. The maximum exposure to loss from interests in Investee ETFs is equal to the total fair value of the investment in those respective Investee ETFs at any given point in time. The fair value of Investee ETFs, if any, are disclosed in
investments in the statements of financial position and listed in the schedule of investments. As at June 30, 2018, and
December 31, 2017, the ETF had no exposure to subsidiaries, associates or unconsolidated structured entities.

15. COMPARATIVE FINANCIAL STATEMENTS
Certain information in the comparative financial statements and/or notes to the financial statements for 2017 has been
reclassified to conform to the financial statement presentation adopted for 2018.
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