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A Message from the CEO

Following the end of a turbulent 2020, it is worthwhile to re�ect on the successes that Horizons ETFs and the broader 
Canadian ETF industry have achieved in the face of unprecedented challenges brought on by the COVID-19 pandemic during 
the year. 

Despite the economic challenges and volatility posed by the COVID-19 pandemic, the Canadian ETF industry has grown in 
2020 to new levels with record in�ows of more than $40 billion. The number of ETFs available in Canada has also eclipsed 
more than 1,000, which is a testament to the increasing con�dence in, and demand for, ETFs as the investment vehicle of 
choice for investors.

Horizons ETFs also hit a major milestone in 2020, with its assets under management surpassing $16 billion. This achievement 
re�ects a record 55% increase in assets in 2020 alone – the highest proportional growth rate amongst Canada’s top 5 ETF 
providers by assets. 

As one of Canada’s original and oldest ETF providers, we are proud of our history of product innovation and the track records 
of our ETFs. In 2020, 7 of our 94 funds celebrated 10-year anniversaries – a signi�cant accomplishment in Canada’s relatively 
young ETF industry. That includes the Horizons S&P/TSX 60™ Index ETF (HXT), as well the Horizons S&P 500® Index ETF (HXS), 
which have o�ered investors tax-e�ciency unique to the Canadian marketplace for more than a decade.

There are reasons for optimism as we look ahead to 2021. As countries around the world begin implementing major COVID-19 
vaccination e�orts, we truly hope that we will see an easing of lockdown restrictions that could set the stage for a greater 
global economic recovery. Other trends, like the continued e�orts at market expansion and deregulation of cannabis at state 
and federal levels in the United States, promises to transform the marijuana sector into one of the most important sectors to 
watch in 2021. This growing opportunity is highlighted by the popularity we have seen with our Horizons US Marijuana Index 
ETF (HMUS) and Horizons Marijuana Life Sciences Index ETF (HMMJ).

Recently, we announced an exciting development: Barry Allan, founder of DMAT Capital Management Inc. and a �xed income 
manager with nearly 40 years of experience, is working with us as the sub-advisor on our Horizons Active High Yield Bond 
ETF (HYI) and newly launched Horizons Tactical Absolute Return Bond ETF (HARB). We are excited to begin this partnership 
and o�er these active solutions to this low-yield marketplace.

The hardships of this past year, both in the markets and in our daily lives, cannot be understated. However, we should take 
pride in the remarkable resilience of our markets and our country in the face of the COVID-19 pandemic.  

We thank you for your continued support, and hope you are staying safe and healthy with your families. Wishing you good 
fortune with all of your investing in 2021!

Sincerely,

Steven J. Hawkins 
President & CEO of Horizons ETFs Management (Canada) Inc. 
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Horizons ReSolve Adaptive Asset Allocation ETF

MANAGEMENT REPORT OF FUND PERFORMANCE

This annual management report of fund performance for Horizons ReSolve Adaptive Asset Allocation ETF (“HRAA” or 
the “ETF”), a corporate class of shares (a “Corporate Class”) of Horizons ETF Corp. (the “Company”), contains �nancial 
highlights and is included with the audited annual consolidated �nancial statements (“�nancial statements” or “annual 
�nancial statements”) for the investment fund. You may request a copy of the investment fund’s unaudited interim or 
audited annual �nancial statements, interim or annual management report of fund performance, current proxy vot-
ing policies and procedures, proxy voting disclosure record or quarterly portfolio disclosures, at no cost, by calling 
(toll free) 1-866-641-5739, or (416) 933-5745, by writing to Horizons ETFs Management (Canada) Inc. (“Horizons Man-
agement” or the “Manager”), 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. 

This document may contain forward-looking statements relating to anticipated future events, results, circumstances, per-
formance, 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 signi�cant 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 di�er materially from the targets, expectations, estimates or 
intentions expressed or implied in the forward-looking statements. 

Actual results may di�er 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, the e�ects 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 simpli�ed 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 under-
take, and speci�cally 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 Strategy 

HRAA’s investment objective is to seek long-term capital appreciation by investing, directly or indirectly, in major global 
asset classes including but not limited to equity indexes, �xed income indexes, interest rates, commodities and currencies.

The ETF gains exposure to these aforementioned asset classes by investing in derivatives and other securities. Derivative 
instruments may include futures contracts and forward agreements. The ETF may invest in instruments that provide ex-
posure to both domestic and foreign markets, including emerging markets. The ETF also holds a large portion of its assets 
in cash, money market mutual funds, U.S. treasury securities, or other cash equivalents, some or all of which will serve as 
margin or collateral for the ETF’s investments. 

The ETF’s sub-advisor, ReSolve Asset Management Inc. (“ReSolve Asset” or the “Sub-Advisor”), uses traditional quantita-
tive methods as well as advanced machine learning tools to create a portfolio of instruments which emphasize a variety 
of characteristics such as, but not limited to, total return momentum, trends, seasonal patterns, carry measures, mean 
reversion, and others, while simultaneously maximizing diversi�cation based on regularly updated estimates of volatility 
and correlations. The ETF takes long or short positions in asset classes such as equity index and �xed income asset classes, 
commodities, currencies, volatility indexes and other alternative asset classes.
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Horizons ReSolve Adaptive Asset Allocation ETF

Management Discussion of Fund Performance (continued)

The Sub-Advisor’s trading systems determine asset allocations based on multi-factor quantitative market information and 
explicitly seek opportunities to reduce portfolio volatility through diversi�cation. The trading systems analyze these fac-
tors over a broad time spectrum which may range from several days to multiple years. The Sub-Advisor analyzes a num-
ber of additional factors in determining how the asset classes are allocated in the portfolio including, but not limited to: 
intermediate-term pro�tability of an asset class or market, liquidity of a particular market, desired diversi�cation among 
markets and asset classes, transaction costs, exchange regulations and depth of market. The allocations are reviewed 
daily, although changes may occur less frequently.

Please refer to the ETF’s most recent prospectus for a complete description of HRAA’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: high.

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 rolling 10-year standard deviation 
of its returns, the return of an underlying index, or of an applicable proxy. 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 �nancial 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 shares. 

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 pro-
spectus. The most recent prospectus is available at www.horizonsetfs.com or from www.sedar.com, or by calling Horizons 
ETFs Management (Canada) Inc. at (toll free) 1-866-641-5739, or at (416) 933-5745. 

• Stock market risk
• Speci�c issuer risk
• Legal and regulatory risk
• Exchange traded funds risk
• Reliance on historical data risk
• Corresponding net asset value risk
• Designated broker/dealer risk
• Cease trading of securities risk
• Exchange risk
• Early closing risk
• No assurance of meeting investment objectives
• Tax-related risks
• Securities lending, repurchase and reverse  

   repurchase transaction risk
• Reliance on key personnel
• Distributions risk

• Con�icts of interest
• No ownership interest
• Absence of an active market for the ETF shares and  

   lack of operating history risk
• Redemption price
• Fluctuations in NAV and market price of the ETF  

   shares risk
• Restrictions on certain shareholders
• Highly volatile markets
• Market disruptions risk
• Cyber security risk
• No guaranteed return
• Derivatives risk and counterparty risk
• Interest rate risk
• Foreign currency risk
• Emerging markets risk
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Horizons ReSolve Adaptive Asset Allocation ETF

Management Discussion of Fund Performance (continued)

• Credit risk
• Income trust investments risks
• Foreign stock exchange risk
• High yield bond risk and risks of other lower rated  

   investments
• Call risk
• Risk of di�erence between quoted and actionable  

   market price

• Commodity price volatility risk
• Alternative mutual fund risk
• Leverage risk
• Fund corporation and multi-class/series structure  

   risk
• Aggressive investment technique risk
• Short selling risk

Results of Operations 

For the period from when the ETF e�ectively began operations on July 29, 2020, to December 31, 2020, shares of the ETF 
returned 3.49%. By comparison, the S&P Global Low Volatility Index (the “Index”) returned 2.93% for the same period in 
Canadian dollars. 

The S&P Global Low Volatility Index is designed to measure the 300 least volatile stocks in the S&P Global LargeMidCap 
Index, a sub-index of the S&P Global Broad Market Index.

The ETF’s strategy combines a globally diversi�ed and risk-balanced framework – commonly known as risk parity – with 
proprietary quantitative models that dynamically modify market exposures in response to complex relationships and 
patterns that emerge from a variety of data sources. The strategy also employs a dynamic tail protection, which can be 
a meaningful risk management tool during abrupt market dislocations, when a long volatility exposure may be one of a 
few pro�table alternatives.

General Market Review

This past year was like no other in living memory. The outbreak of a novel coronavirus in a central Chinese province dur-
ing the �nal months of 2019 morphed into a global pandemic of proportions not seen since the 1918 Spanish In�uenza. 
As cases spread through all corners of the globe and threatened to overwhelm healthcare systems, major cities – and in 
some cases entire countries – were placed under varying forms of lockdown. By the early days of March 2020, much of 
the planet had come to a halt. Airports, retail centres and most communal spaces became practically (and in some cases 
completely) deserted. The mass shutdown of businesses – many of which will never reopen – brought about a huge spike 
in unemployment, a collapse in in�ation and growth, and the deepest global recession since World War II.

The ensuing carnage in global risk assets was comparable to, and in some instances exceeded, the throes of the 2008 
�nancial crisis. Equity markets experienced their fastest 30% decline in history. Emerging markets were among the worst 
a�ected, especially given their dependency on commodities, which su�ered some of the largest drawdowns. The most 
remarkable story was in crude oil, where a price war aggravated a backdrop of plummeting demand and limited stor-
age capacity, leading to the implausible episode of negative prices for a few North American energy contracts. Investors 
sought refuge in the U.S. dollar, the Japanese yen, the Swiss franc and a handful of sovereign bonds as most yields con-
tracted to all-time lows. Gold also o�ered protection, though other precious metals sustained double-digit losses. The VIX 
(CBOE Volatility Index) rose approximately fourfold and closed at almost 83 on March 16, 2020, its highest recorded level.

Policymakers responded with colossal �repower, with an almost US$3 trillion �scal package from the U.S. and trillions 
more from European and Asian economies. The International Monetary Fund (the “IMF”) estimated, as of the end of May 
2020, that approximately US$9 trillion had been deployed by governments around the world in emergency relief. Central 
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Management Discussion of Fund Performance (continued)

banks also mustered their collective toolkits, bringing (or keeping) policy rates close to zero and restarting (or expanding) 
their quantitative easing programs. In addition, the U.S. Federal Reserve (the “Fed”) joined the European Central Bank (the 
“ECB”) and the Bank of Japan (the “BoJ”) in buying corporate bonds in the secondary market through a special purpose 
vehicle – essentially circumventing the law in support of credit markets. The de�nition of ’whatever it takes’ increased by a 
few orders of magnitude.

Few anticipated what followed. Vast government stimuli combined with a surge in demand for services catering to the 
stay-at-home economy – from online retail and social media, to video conferencing and streaming – turned the fast-
est bear market in history into the shortest. Led by its dominant technology sector, the S&P 500 rallied 55% and broke 
new highs by August 2020. What many believed would be another Great Depression became the shortest recession in 
U.S. history.

Though global asset classes continued their recovery into the very end of 2020, the ride was anything but smooth. After 
a quiet summer, COVID-19 resurged in September and new restrictive measures were once again imposed across much 
of the world. This resulted in an increasingly bifurcated, “K-shaped” recovery, where large companies – and much of their 
now remote workforce – were able to adapt (and even thrive), while small businesses, gig workers and much of the gen-
eral population appeared largely left behind.

A highly polarized and contentious U.S. presidential election was yet another source of volatility, culminating in the vic-
tory of Democrat Joe Biden over the Republican incumbent Donald Trump. Geopolitical tensions between the U.S. and 
China also intensi�ed across multiple fronts including corporate espionage, the crackdown on pro-democracy protestors 
in Hong Kong, and accusations over the origins and fallout of the COVID-19 pandemic.

The �nal two months of the year saw successful trials followed by approvals of several di�erent vaccines, an extraordinary 
feat of ingenuity and collective e�ort, especially given the speed with which it was accomplished. A massive rally in risk 
assets ensued, led by raw materials (particularly in the energy complex) and global equities, some of which had their 
largest monthly gains in over 30 years. By the time the U.S. Congress approved the long-awaited additional �scal relief 
package and an initial Brexit trade deal was signed, they were basically icing on the cake.

Portfolio Review

Having commenced operations at the end of July 2020, the ETF avoided the brunt of this year’s intense volatility. Dur-
ing its �rst �ve months of existence, the strategy produced a 3.49% return, most of it coming from positions in equities 
– particularly in Japan’s Nikkei, China’s A50, the Nasdaq-100 and the S&P 500. Grains were the second-largest positive con-
tribution, dominated by soybeans, corn and soy meal. Other marginal gains were made in lean hogs, sugar, copper and 
currencies (the Swiss franc and Japanese yen). Energies were by far the most signi�cant detractors from performance, led 
by RBOB and crude oil (both Brent and WTI), followed by bonds (30-year U.S. Treasuries) and volatility.

Outlook

While markets rose steadily through December 2020, a new and more contagious strain of the coronavirus was discov-
ered, leading to renewed and, in some cases, stricter lockdown measures in many countries. Not only does it remain 
unclear whether the various vaccines are e�ective against this new mutation (several labs have claimed “con�dence” that 
they will be), but questions also arose whether inoculated individuals might be protected against severe illnesses but 
could still transmit the virus. Tensions also increased on the geopolitical front as reports emerged of a massive cybersecu-
rity breach across multiple U.S. government agencies. According to experts, the highly sophisticated nature of the attack 
bears the signs of state-sponsored espionage and appear to have lasted for several months.

Horizons ReSolve Adaptive Asset Allocation ETF
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Horizons ReSolve Adaptive Asset Allocation ETF

Management Discussion of Fund Performance (continued)

The aggressive recovery and performance of equity markets in 2020 have shocked many investors, some of whom have 
described this as the biggest asset bubble in history. Other have retorted that this is just the natural consequence of the 
actions of policymakers; not only eliminating any meaningful opportunity cost for capital (left with no alternative but to 
chase stocks higher) but also encouraging increased risk-taking by delivering on the promise to always be there to rescue 
shareholders (the infamous Fed Put). 

Some observers have also pointed to the relentless growth of passive investment vehicles, many of which track popular 
market-cap weighted indices, and their simplistic reaction function: buy stocks when money �ows in, sell when it �ows 
out. This price-insensitive dynamic leads to an over-allocation to ever-larger mega-cap stocks (think Big Tech), while little 
to no capital is directed to smaller, and largely cheaper, peers. As money continues to �ow towards these index-tracking 
funds, and away from active equity managers (many of whom would tend to buy the cheap and sell/short the expensive 
companies), the gap between prices and what historically has been considered sound, long-term fundamentals, may 
continue to widen.

Yet there are signs that markets may have begun to price in some of these imbalances and underlying risks in the system. 
A plunging U.S. dollar and strong appreciation of gold and other precious metals – not to mention the meteoric rise in 
Bitcoin and other crypto-assets – are suggestive of concerns that the U.S. and other countries might seek to debase their 
currencies in order to in�ate away an unsustainable global debt load. Meanwhile, the possibility of a major regulatory 
clampdown on both sides of the Atlantic hangs over technology giants, which could overwhelm equity markets.

As elevated uncertainty continues to set the tone and investors grow more accustomed to prices divorced from valua-
tions, they should consider whether there are any risks beyond the powers of policymakers.

Other Operating Items and Changes in Net Assets Attributable to Holders of ETF Shares

For the period from when the ETF e�ectively began operations on July 29, 2020, to December 31, 2020, the ETF gener-
ated gross comprehensive income (loss) from investments and derivatives (which includes changes in the fair value of the 
ETF’s portfolio) of $3,133,783. The ETF incurred management, operating and transaction expenses of $761,183 of which 
$6,483 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 inde�nitely, at the discretion of the Manager. 
The ETF did not make any distributions to shareholders during the period.

Leverage

The aggregate market exposure of all instruments held directly or indirectly by HRAA, calculated daily on a mark-to-
market basis, can exceed HRAA’s net asset value, and can exceed the amount of cash and securities held as margin on 
deposit to support the derivatives trading activities of the ETF. Under normal market conditions, the maximum amount 
of leverage used, directly or indirectly, by the ETF, expressed as a ratio of total underlying notional value of the securities 
and/or �nancial derivative positions of HRAA divided by the net assets of the ETF (the “Leverage Ratio”), will generally not 
exceed 3:1. 

The following table discloses the minimum and maximum leverage levels for the ETF for the period ended December 
31, 2020; the ETF’s leverage at the end of the reporting period; and, approximately what that leverage represents as a 
percentage of the ETF’s net assets.

Year Ended
Minimum 
Leverage

Maximum 
Leverage

Leverage 
at end of

Reporting Period

Approximate
Percentage of

Net Assets

December 31, 2020 nil 2.89:1 2.82:1 282%
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Management Discussion of Fund Performance (continued)

Horizons ReSolve Adaptive Asset Allocation ETF

Recent Developments 

Other than indicated below, there have been no recent market developments of particular note, aside from the normal 
fluctuations of the markets, that are expected to have an undue influence on the portfolio of the ETF.

The Corporate Class Merger

On July 14, 2020, a meeting of unitholders of a pre-existing ETF approved a proposal to proceed with a merger (the 
“Merger”) of that ETF, structured at the time as a trust (the “ETF Trust”), into Horizons ReSolve Adaptive Asset Allocation 
ETF, a new class of shares (the “Continuing Corporate Class ETF”) of Horizons ETF Corp. (“Horizons MFC”), a multi-class 
mutual fund corporation managed by the Manager. 

The decision to propose the Merger followed an extensive review by the Manager of the activities and tax positions of the 
ETF Trust, along with the proposed changes to the Income Tax Act (Canada) (the “Tax Act”) contained in the 2019 Federal 
Budget, as a means to preserve the existing bene�ts o�ered by the ETF Trust.

The approved Merger took place at the close of business on July 29, 2020, and units of the ETF Trust (the “ETF Units”) were 
exchanged on a one-for-one basis for ETF Shares of the Horizons ReSolve Adaptive Asset Allocation ETF Corporate Class 
of Horizons MFC. With the Merger, the ETF Shareholders became subject to the investment objective and fee structure of 
Horizons ReSolve Adaptive Asset Allocation ETF. 

The Merger is not expected to be a taxable event for Canadian resident holders of the ETF, provided that holders with ETF 
Units that were in an unrealized gain position and were held in taxable accounts prior to the Merger make a joint election 
with Horizons ETF Corp. under Section 85 of the Tax Act for the exchange of their ETF Units into the corresponding class 
of ETF Shares of Horizons ETF Corp., to occur on a tax-deferred basis.

For more information about making a joint election as indicated above, investors should refer to our website disclosure 
on this which can be found at: https://www.horizonsetfs.com/section-85-election 

Impact of COVID-19

The full extent of the impact that the COVID-19 epidemic will have on the Canadian and U.S. economies and the ETF’s 
business remains uncertain and di�cult to predict at this time. By their very nature, the estimates and/or judgements 
the Manager makes for the purposes of preparing the ETF’s �nancial statements relate to matters that are inherently 
uncertain. However, the Manager maintains detailed policies and internal controls that are intended to ensure that these 
estimates and judgements are well controlled, and that they are consistently applied from period to period. It is the Man-
ager’s opinion that any estimates and/or judgements used in the preparation of these �nancial statements are appropri-
ate as at December 31, 2020.

Presentation 

The attached �nancial 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 �nancial 
statements and/or management report of fund performance is referring to net assets or increase (decrease) in net assets 
attributable to holders of redeemable shares as reported under IFRS. The ETF is reporting information in its management 
report of fund performance and �nancial statements for the period from the e�ective date of the Merger (described 
above in Recent Developments) to December 31, 2020.
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Horizons ReSolve Adaptive Asset Allocation ETF

Management Discussion of Fund Performance (continued)

Related Party Transactions 

There were no related party portfolio transactions during the current reporting period. Certain services have been pro-
vided to the ETF by related parties, and those relationships are described below.

Manager and Investment Manager 

The manager and investment manager of the Company and 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. 

Any management fees paid to the Manager (described in detail on page 10) are related party transactions, as the Man-
ager is considered to be a related party to the ETF. The management fees are disclosed in the statement of comprehen-
sive income in the attached �nancial statements of the ETF. The management fees payable by the ETF as at December 31, 
2020, are disclosed in the statement of �nancial position. 
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Financial Highlights

The following tables show selected key �nancial information about the ETF and are intended to help you understand the 
ETF’s �nancial performance since it e�ectively began operations on July 29, 2020. This information is derived from the 
ETF’s audited annual �nancial statements. Please see the front page for information on how you may obtain the ETF’s an-
nual or interim �nancial statements. 

The ETF’s Net Assets per Share 

Period (1)  2020

Net assets, beginning of period $ 10.04 

Increase from operations:
   Total expenses  (0.11)
   Realized gains for the period  0.17 
   Unrealized gains for the period  0.30 

Total increase from operations (2)  0.36 

Total annual distributions (3)  –

Net assets, end of period (4) $  10.38

1. This information is derived from the ETF’s audited annual �nancial statements.

2. Net assets per share and distributions are based on the actual number of shares outstanding at the relevant time. The increase (decrease) from operations is based on the weighted average 
number of shares outstanding over the �nancial period. 

3. Distributions, if any, were paid in cash, reinvested in additional shares of the ETF, or both. 

4. The Financial Highlights are not intended to act as a continuity of the opening and closing net assets per share. 

Horizons ReSolve Adaptive Asset Allocation ETF
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Financial Highlights (continued)

Ratios and Supplemental Data 

Period (1)  2020

Total net asset value (000’s) $ 72,954 
Number of shares outstanding (000’s) 7,026 
Management expense ratio (2)(4)  2.18%
Management expense ratio excluding proportion  
   of expenses from underlying investment funds  2.13%
Management expense ratio excluding performance fees (2) 1.08%
Management expense ratio excluding performance fees  
   and proportion of expenses from underlying  
   investment funds 1.03%
Management expense ratio before  
   waivers and absorptions (2)  2.20%
Trading expense ratio (3)(4)  0.55%
Trading expense ratio excluding proportion  
   of costs from underlying investment funds  0.55%
Portfolio turnover rate (5)  0.00%
Net asset value per share, end of period $  10.38 
Closing market price $  10.25

1. This information is provided as at December 31, 2020.

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, and waivers and absorptions, as applicable, the Manager pays for such services to the ETF as invest-
ment manager compensation and marketing. 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 inde�nitely, at the discretion of the Manager.

3. 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.  

4. 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 year.

5. The ETF’s portfolio turnover rate indicates how actively the ETF trades its portfolio investments. 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 a year. The higher an ETF’s portfolio turnover rate in a year, the greater the chance of an investor receiving taxable capital gains in the year. There is not necessar-
ily a relationship between a high turnover rate and the performance of an ETF.

Horizons ReSolve Adaptive Asset Allocation ETF
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Financial Highlights (continued)

Horizons ReSolve Adaptive Asset Allocation ETF

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 shareholders and 
to the applicable securities regulatory authorities; calculating the amount and determining the frequency of dis-
tributions by the ETF; preparing �nancial statements, income tax returns and �nancial and accounting information 
as required by the ETF; ensuring that shareholders are provided with �nancial 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 shares of the ETF; and dealing and communicating with shareholders of the 
ETF. The Manager provides o�ce 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 0.85%, plus applicable sales taxes, of the net asset value of the ETF’s shares, calculated and accrued daily and 
payable monthly in arrears. 

The Sub-Advisor is compensated for its services out of the management fees without any further cost to the ETF. Any 
expenses of the ETF which are waived or absorbed by the Manager are paid out of the management fees received by 
the Manager. 

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 year.

Marketing

Portfolio management fees, 
general administrative costs 

and pro�t

Waived/absorbed expenses 
of the ETF

4% 94% 2%
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Past Performance

Commissions, management fees and applicable sales taxes 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 
share value and reinvestment of all distributions, and do not take into account sales, redemptions, distributions or op-
tional 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 as-
sume that all distributions, if any, are reinvested in additional shares 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 shares. The amount of the reinvested taxable distributions is added to the adjusted 
cost base of the shares 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 the period shown. In percentage terms, the chart shows how 
much an investment made on the �rst day of the �nancial period would have grown or decreased by the last day of the 
�nancial period.

2020
HRAA Short -3.25%

HRAA Long 6.74%
HRAA Total 3.49%
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5.00%
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The ETF e�ectively began operations on July 29, 2020.

Horizons ReSolve Adaptive Asset Allocation ETF
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Annual Compound Returns

The following table presents the ETF’s total return for the period from inception to December 31, 2020, along with a com-
parable market index. The table is used only to illustrate the e�ects of the compound growth rate and is not intended to 
re�ect future values of the ETF or future returns on investments in the ETF.

Since Inception

Horizons ReSolve Adaptive Asset Allocation ETF 3.49%

Long 6.74%

Short -3.25%

S&P Global Low Volatility Index 2.93%

The ETF e�ectively began operations on July 29, 2020. 

Past Performance (continued)

Horizons ReSolve Adaptive Asset Allocation ETF
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 % of ETF’s
Asset & Sector Mix  Net Asset Value   Net Asset Value

Long Positions
Futures Contracts–Commodity Speculative* $  1,150,140  1.57%
Futures Contracts–Index Speculative*  457,728  0.63%
Futures Contracts–Treasury Bond Speculative*   193,972  0.26%
Futures Contracts–Currency Speculative*  144,712  0.20%
Cash and Cash Equivalents  61,203,255  83.90%
Margin Deposits  10,178,154  13.95%
Other Assets less Liabilities  (373,634) -0.51%

Short Positions
Futures Contracts–Index Speculative*  1,877  0.00%
Futures Contracts–Commodity Speculative*   (2,482) 0.00%

$  72,953,722  100.00%

* Positions in futures contracts are disclosed as the gain/(loss) that would be realized if the contracts were closed out on 
the date of this report.

Summary of Investment Portfolio
As at December 31, 2020

Horizons ReSolve Adaptive Asset Allocation ETF
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Summary of Investment Portfolio (continued)
As at December 31, 2020

Horizons ReSolve Adaptive Asset Allocation ETF

 % of ETF’s
Top 25 Holdings**   Net Asset Value

Long Positions
Cash and Cash Equivalents  83.90%
Euro-Bobl Futures 29.39%
Euro Currency Futures  24.84%
Swiss Franc Currency Futures  24.69%
Canadian 10-Year Treasury Bond Futures  21.66%
U.S. 5-Year Treasury Bond Futures 18.27%
Canadian Dollar Currency Futures  17.22%
Long Gilt Futures  15.20%
U.S. 10-Year Treasury Bond Futures 15.18%
Euro-OAT Futures  10.73%
Japanese Yen Currency Futures 9.72%
Gold 100oz. Futures  8.93%
Copper Futures  6.91%
Nikkei 225 Index Futures  5.52%
NASDAQ 100 E-mini Index Futures  5.40%
Brent Crude Futures  4.61%
U.S. 20-Year Treasury Bond Futures  4.53%
Euro-Buxl® Futures 4.32%
E-mini Dow ($5) Futures  3.99%
S&P 500 E-Mini Index Futures  3.92%
Corn Futures  3.84%
Soybean Futures  3.66%
Low Sulphur Gas Oil Futures  3.40%
FTSE 100 Index Futures  3.06%
FTSE China A50 Index Futures  3.00%

** All futures positions are speculative in nature. Positions in futures contracts are disclosed in terms of their notional 
exposure. Aggregate notional exposure of futures contracts equals 282.43% of the ETF’s NAV.

The summary of investment portfolio may change due to the ongoing portfolio transactions of the ETF. The most recent 
interim and annual reports are available at no cost by calling toll free 1-866-641-5739, or (416) 933-5745, by writing  
to us at Horizons ETFs Management (Canada) Inc., 55 University Avenue, Suite 800, Toronto, Ontario, M5J 2H7, or by  
visiting our website at www.horizonsetfs.com or through SEDAR at www.sedar.com. 
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MANAGER’S RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying audited annual consolidated �nancial statements (“�nancial statements”) of Horizons ReSolve Adaptive 
Asset Allocation ETF (the “ETF”) are the responsibility of the manager 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 judgements. 

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 �nancial information, including the accompanying 
�nancial statements. 

These �nancial statements have been approved by the Board of Directors of the Manager and by the Board of Directors of 
Horizons ETF Corp., and have been audited by KPMG LLP, Chartered Professional Accountants, Licensed Public Accountants, 
on behalf of shareholders. The independent auditors’ report outlines the scope of their audit and their opinion on the 
�nancial statements.

    

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

Horizons ReSolve Adaptive Asset Allocation ETF
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Horizons ReSolve Adaptive Asset Allocation ETF

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Horizons ReSolve Adaptive Asset Allocation ETF (the “ETF”)

Opinion

We have audited the consolidated �nancial statements of the ETF, which comprise the consolidated statement of �nancial 
position as at December 31, 2020, the consolidated statements of comprehensive income, changes in �nancial position and 
cash �ows for the period from inception on July 20, 2020, to December 31, 2020, and notes to the consolidated �nancial state-
ments, including a summary of signi�cant accounting policies (hereinafter referred to as the “�nancial statements”).

In our opinion, the accompanying �nancial statements present fairly, in all material respects, the �nancial position of the ETF 
as at December 31, 2020, and its �nancial performance and its cash �ows for the period from inception on July 20, 2020, to 
December 31, 2020, in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those 
standards are further described in the “Auditors’ Responsibilities for the Audit of the Financial Statements” section of our 
auditors’ report.

We are independent of the ETF in accordance with the ethical requirements that are relevant to our audit of the �nancial 
statements in Canada and we have ful�lled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is su�cient and appropriate to provide a basis for our opinion.

Other Information

Management is responsible for the other information. Other information comprises:

• the information included in the Management Report of Fund Performance �led with the relevant Canadian 
Securities Commissions.

Our opinion on the �nancial statements does not cover the other information and we do not and will not express any form of 
assurance conclusion thereon.

In connection with our audit of the �nancial statements, our responsibility is to read the other information identi�ed above 
and, in doing so, consider whether the other information is materially inconsistent with the �nancial statements or our knowl-
edge obtained in the audit and remain alert for indications that the other information appears to be materially misstated.

We obtained the information included in the Management Report of Fund Performance �led with the relevant Canadian 
Securities Commissions as at the date of this auditors’ report. If, based on the work we have performed on this other informa-
tion, we conclude that there is a material misstatement of this other information, we are required to report that fact in the 
auditors’ report.

We have nothing to report in this regard.
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Horizons ReSolve Adaptive Asset Allocation ETF

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the �nancial statements in accordance with Interna-
tional Financial Reporting Standards (IFRS), and for such internal control as management determines is necessary to enable 
the preparation of �nancial statements that are free from material misstatement, whether due to fraud or error.

In preparing the �nancial statements, management is responsible for assessing the ETF’s ability to continue as a going 
concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the ETF or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the ETF’s �nancial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the �nancial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Cana-
dian generally accepted auditing standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reason-
ably be expected to in�uence the economic decisions of users taken on the basis of the �nancial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment 
and maintain professional skepticism throughout the audit.

We also:

• Identify and assess the risks of material misstatement of the �nancial statements, whether due to fraud or error, de-
sign and perform audit procedures responsive to those risks, and obtain audit evidence that is su�cient and appro-
priate to provide a basis for our opinion. 

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are ap-
propriate in the circumstances, but not for the purpose of expressing an opinion on the e�ectiveness of the ETF’s 
internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and re-
lated disclosures made by management.

• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the 
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast signi�-
cant doubt on the ETF’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditors’ report to the related disclosures in the �nancial statements or, if such 
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditors’ report. However, future events or conditions may cause the ETF to cease to continue as a 
going concern.
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Horizons ReSolve Adaptive Asset Allocation ETF

• Evaluate the overall presentation, structure and content of the �nancial statements, including the disclosures, 
and whether the �nancial statements represent the underlying transactions and events in a manner that achieves 
fair presentation.

• Communicate with those charged with governance regarding, among other matters, the planned scope and timing 
of the audit and signi�cant audit �ndings, including any signi�cant de�ciencies in internal control that we identify 
during our audit.

• Provide those charged with governance with a statement that we have complied with relevant ethical requirements 
regarding independence, and communicate with them all relationships and other matters that may reasonably be 
thought to bear on our independence, and where applicable, related safeguards.

Chartered Professional Accountants, Licensed Public Accountants
The engagement partner on the audit resulting in this auditors’ report is Ziad Said.
Toronto, Canada
March 12, 2021
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2020

Assets
Cash and cash equivalents $  61,203,255 
Margin deposits (note 12)  10,178,154 
Derivative assets (note 3)  2,074,404 

Total assets  73,455,813 

Liabilities
Accrued management fees  57,780 
Accrued operating expenses  315,854 
Derivative liabilities (note 3)  128,457 

Total liabilities  502,091 

Total net assets (note 2) $  72,953,722 

Number of redeemable shares outstanding (note 9)  7,025,901 
Total net assets per share $  10.38 

(See accompanying notes to �nancial statements)

Approved on behalf of the Board of Directors of Horizons ETF Corp.:

   

______________________ _______________________
Steven J. Hawkins   Kevin S. Beatson
Director     Director

Consolidated Statement of Financial Position 
As at December 31, 2020

Horizons ReSolve Adaptive Asset Allocation ETF

113931 - HRAA.indd   19 2021-03-12   9:25 AM



20

2020

Income
Securities lending income (note 7) $  3,305 
Net realized gain on sale of investments and derivatives  1,113,472 
Net realized gain on foreign exchange  12,028 
Net change in unrealized appreciation of investments and derivatives   1,948,944 
Net change in unrealized appreciation of foreign exchange  56,034 

 3,133,783 

Expenses (note 10)
Management fees  263,446 
Performance fees  309,040 
Audit fees  6,192 
Independent Review Committee fees  350 
Custodial and fund valuation fees  13,171 
Legal fees  605 
Securityholder reporting costs  129 
Administration fees  11,069 
Transaction costs  155,827 
Other expenses  1,354 

 761,183 

Amounts that were payable by the investment fund 
   that were paid or absorbed by the Manager  (6,483)

 754,700 

Increase in net assets for the period $  2,379,083 

Increase in net assets per share $  0.36 

(See accompanying notes to �nancial statements)

Consolidated Statement of Comprehensive Income 
For the Period from Inception on July 20 to December 31, 2020

Horizons ReSolve Adaptive Asset Allocation ETF
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2020

Total net assets at the beginning of the period $ –

Increase in net assets   2,379,083 
Redeemable share transactions
   Proceeds from the issuance of securities of the investment fund 75,596,485
   Aggregate amounts paid on redemption of securities of the investment fund   (5,021,846)

Total net assets at the end of the period $  72,953,722 

(See accompanying notes to �nancial statements)

Consolidated Statement of Changes in Financial Position 
For the Period from Inception on July 20 to December 31, 2020

Horizons ReSolve Adaptive Asset Allocation ETF
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2020

Cash �ows from operating activities:
Increase in net assets for the period $  2,379,083 
Adjustments for:

Net realized gain on sale of investments and derivatives  (1,113,472)
Net realized loss on currency forward contracts  (769)
Net change in unrealized appreciation of investments and derivatives   (1,948,944)
Net change in unrealized appreciation of foreign exchange  (56,034)
Purchase of investments  1,249 
Proceeds from the sale of investments  1,115,989 
Margin deposits   (10,178,154)
Accrued expenses  373,634 

Net cash used in operating activities (9,427,418)

Cash �ows from �nancing activities:
Amount received from the issuance of shares 75,596,485
Amount paid on redemptions of shares  (5,021,846)

Net cash from �nancing activities  70,574,639 

Net increase in cash and cash equivalents during the period  61,147,221 
E�ect of exchange rate �uctuations on cash and cash equivalents  56,034 

Cash and cash equivalents at beginning of period –

Cash and cash equivalents at end of period $  61,203,255 

(See accompanying notes to �nancial statements)

Consolidated Statement of Cash Flows 
For the Period from Inception on July 20 to December 31, 2020

Horizons ReSolve Adaptive Asset Allocation ETF
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Schedule of Investments 
As at December 31, 2020

 Average   Fair 
Security  Contracts   Cost   Value 

DERIVATIVES (2.66%)
Commodity Futures (1.57%)
Long Positions (1.57%)

Brent Crude Futures March 2021
   at US$51.80. Notional Value US$2,641,800  51  $ –   $  51,374 
Copper Futures March 2021
   at US$351.90. Notional Value US$3,958,875  45   –     259,433 
Corn Futures March 2021
   at US$484.00. Notional Value US$2,202,200  91   –     243,028 
Cotton Futures March 2021
   at US$78.12. Notional Value US$742,140  19   –     76,679 
Crude Oil Futures February 2021
   at US$48.52. Notional Value US$1,698,200  35   –     43,317 
Gasoline Futures February 2021
   at US$141.01. Notional Value US$829,139  14   –     35,878 
Gold 100oz. Futures February 2021
   at US$1,895.10. Notional Value US$5,116,770  27   –     81,198 
Hard Red Winter Wheat Futures March 2021
   at US$603.50. Notional Value US$482,800  16   –     23,899 
Lean Hog Futures February 2021
   at US$70.28. Notional Value US$84,330  3   –     3,144 
Low Sulphur Gas Oil Futures February 2021
   at US$423.00. Notional Value US$1,945,800  46   –     18,425 
Milling Wheat #2 Futures March 2021
   at EUR€213.25. Notional Value EUR€309,213  29   –     13,024 
Platinum Futures April 2021
   at US$1,079.20. Notional Value US$809,400  15   –     (4,213)
Silver Futures March 2021
   at US$26.41. Notional Value US$1,452,660  11   –     137,499 
Soybean Futures March 2021
   at US$1,311.00. Notional Value US$2,097,600  32   –     127,752 
Soybean Meal Futures March 2021
   at US$429.40. Notional Value US$42,940  1   –     (102)
Soybean Oil Futures March 2021
   at US$42.40. Notional Value US$152,640  6   –     10,333 
Sugar #11 Futures March 2021
   at US$15.49. Notional Value US$555,162  32   –     26,560 
Wheat Futures March 2021
   at US$640.50. Notional Value US$160,125  5   –     2,912 

–     1,150,140 

Horizons ReSolve Adaptive Asset Allocation ETF
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Schedule of Investments (continued)
As at December 31, 2020

Horizons ReSolve Adaptive Asset Allocation ETF

 Average   Fair 
Security  Contracts   Cost   Value 

Short Positions (0.00%)
Cocoa Futures March 2021
   at US$2,603.00. Notional Value (US$390,450)  (15)  –     (6,734)
Co�ee ’C’ Futures March 2021
   at US$128.25. Notional Value (US$384,750)  (8)  –     (23,008)
EUA Futures December 2021
   at EUR€32.72. Notional Value (EUR€196,320)  (6)  –     (13,062)
Live Cattle Futures February 2021
   at US$115.03. Notional Value (US$230,050)  (5)  –     (2,011)
Natural Gas Futures February 2021
   at US$2.54. Notional Value (US$507,800)  (20)  –     44,755 
NY Harbor ULSD Futures February 2021
   at US$148.40. Notional Value (US$311,640)  (5)  –     (2,422)

–     (2,482)

Index Futures (0.63%)
Long Positions (0.63%)

Amsterdam Exchanges Index Futures January 2021
   at EUR€624.53. Notional Value EUR€1,249,060  10   –     14,362 
CAC 40 10 Index Futures January 2021
   at EUR€5,542.00. Notional Value EUR€665,040  12   –     179 
CBOE Volatility Index Futures March 2021
   at US$25.78. Notional Value US$25,775  1   –     (95)
E-mini Dow ($5) Futures March 2021
   at US$30,497.00. Notional Value US$2,287,275  15   –     31,778 
FTSE 100 Index Futures March 2021
   at GB£6,420.00. Notional Value GB£1,284,000  20   –     (34,988)
FTSE China A50 Index Futures January 2021
   at US$17,712.00. Notional Value US$1,718,064  97   –     93,473 
Hang Seng Index Futures January 2021
   at HK$27,219.00. Notional Value HK$12,248,550  9   –     64,873 
NASDAQ 100 E-mini Index Futures March 2021
   at US$12,885.50. Notional Value US$3,092,520  12   –     84,351 
Nikkei 225 Index Futures March 2021
   at US$27,535.00. Notional Value US$3,166,525  23   –     160,035 
S&P 500 E-Mini Index Futures March 2021
   at US$3,748.80. Notional Value US$2,249,280  12   –     50,382 
SPI 200 Index Futures March 2021
   at AU$6,537.00. Notional Value AU$1,797,675  11   –     (8,317)
VSTOXX® Index Futures February 2021
   at EUR€23.75. Notional Value EUR€57,000  24   –     1,695 

–     457,728 
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Schedule of Investments (continued)
As at December 31, 2020

Horizons ReSolve Adaptive Asset Allocation ETF

 Average   Fair 
Security  Contracts   Cost   Value 

Short Positions (0.00%)
CBOE Volatility Index Futures January 2021
   at US$23.68. Notional Value (US$23,675)  (1)  –     1,877 

Treasury Bond Futures (0.26%)
Long Positions (0.26%)

Canadian 10-Year Treasury Bond Futures March 2021
   at C$149.10. Notional Value C$15,804,600  106   –     63,390 
Euro-BOBL March 2021
   at EUR€135.18. Notional Value EUR€13,788,360  102   –     840 
Euro-Buxl® Futures March 2021
   at EUR€225.24. Notional Value EUR€2,027,160  9   –     (7,215)
Euro-OAT Futures March 2021
   at EUR€167.86. Notional Value EUR€5,035,800  30   –     41,286 
Long Gilt Futures March 2021
   at GB£135.54. Notional Value GB£6,370,380  47   –     54,571 
U.S. 5-Year Treasury Bond Futures March 2021
   at US$126.16. Notional Value US$10,471,617  83   –     10,869 
U.S. 10-Year Treasury Bond Futures March 2021
   at US$138.08. Notional Value US$8,698,922  63   –     15,911 
U.S. 20-Year Treasury Bond Futures March 2021
   at US$173.19. Notional Value US$2,597,813  15   –     14,320 

–     193,972 

Currency Futures (0.20%)
Long Positions (0.20%)

Australian Dollar Currency Futures March 2021
   at US$77.00. Notional Value US$154,000  2   –     1,909 
British Pound Currency Futures March 2021
   at US$136.59. Notional Value US$1,622,006  19   –     36,500 
Canadian Dollar Currency Futures March 2021
   at US$78.34. Notional Value US$9,870,840  126   –     (10,418)
Euro Currency Futures March 2021
   at US$1.22. Notional Value US$14,235,975  93   –     89,301 
Japanese Yen Currency Futures March 2021
   at US$96.89. Notional Value US$5,571,175  46   –     (15,871)
New Zealand Dollar Currency Futures March 2021
   at US$71.88. Notional Value US$790,680  11   –     3,640 
Swiss Franc Currency Futures March 2021
   at US$113.22. Notional Value US$14,152,500  100   –     39,651 

–     144,712 

TOTAL DERIVATIVES –     1,945,947 
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Schedule of Investments (continued)
As at December 31, 2020

Horizons ReSolve Adaptive Asset Allocation ETF

 Average   Fair 
Security  Contracts   Cost   Value 

TOTAL INVESTMENT PORTFOLIO (2.66%) $ –   $  1,945,947 

Cash and cash equivalents (83.90%)       61,203,255 
Margin deposits (13.95%)       10,178,154 
Other assets less liabilities (-0.51%)       (373,634)

TOTAL NET ASSETS (100.00%) $  72,953,722 

(See accompanying notes to �nancial statements)
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Notes to Consolidated Financial Statements - ETF Speci�c Information 
For the Period from Inception on July 20 to December 31, 2020

A. ETF INFORMATION (NOTE 1)

The following table lists speci�c information about the ETF, the tickers under which the Cdn$ Shares and US$ Shares (if 
applicable), as described in note 1, trade on the Toronto Stock Exchange (the “TSX”), the functional and presentation cur-
rency of the ETF in either Canadian (“CAD”) or U.S. (“USD”) dollars, and the e�ective start of operations of the ETF.

ETF Name TSX Ticker(s)
Reporting 
Currency

E�ective Start of 
Operations

Horizons ReSolve Adaptive Asset Allocation ETF HRAA CAD July 29, 2020

Investment Objective

HRAA’s investment objective is to seek long-term capital appreciation by investing, directly or indirectly, in major global 
asset classes including but not limited to equity indexes, �xed income indexes, interest rates, commodities and currencies.

B. FINANCIAL INSTRUMENTS RISK (NOTE 5)

(a) Market risks

(i) Currency risk 

The following tables indicate the foreign currencies to which the ETF had signi�cant exposure as at December 31, 2020, 
in Canadian dollar terms and the potential impact on the ETF’s net assets (including the underlying principal amount of 
future or forward currency contracts, if any), as a result of a 1% change in these currencies relative to the Canadian dollar:

December 31, 2020 Financial Instruments 
Currency Forward and/

or Futures Contracts Total
Impact on Net 

Asset Value

Currency ($000’s) ($000’s) ($000’s) ($000’s)

Australian Dollar (11) – (11) 0 

British Pound (33) – (33) 0 

Euro Currency (12) – (12) 0 

Hong Kong Dollar 70 – 70 1 

U.S. Dollar 356 – 356 4 

Total 370 – 370 5 

As % of Net Asset Value 0.5% 0.0% 0.5% 0.0%

(ii) Interest rate risk 

As at December 31, 2020, the ETF did not hold any long-term debt instruments and did not have any exposure to interest 
rate risk.

Horizons ReSolve Adaptive Asset Allocation ETF
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(iii) Market price risk 

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 di�er from this sensitivity analysis and the di�erence could be material. 

Comparative Index December 31, 2020

S&P Global Low Volatility Index $790,760 

(b) Credit risk

As at December 31, 2020, due to the nature of its portfolio investments, the ETF did not have any material credit 
risk exposure.

C. FAIR VALUE MEASUREMENT (NOTE 6)

The following is a summary of the inputs used as at December 31, 2020, in valuing the ETF’s investments and derivatives 
carried at fair values: 

December 31, 2020

Level 1 ($) Level 2 ($) Level 3 ($)

Financial Assets       

   Futures  2,074,404 – –

Total Financial Assets  2,074,404 – –

Financial Liabilities       

   Futures  (128,457) – –

Total Financial Liabilities  (128,457) – –

Net Financial Assets and Liabilities  1,945,947 – –

There were no signi�cant transfers made between Levels 1 and 2 as a result of changes in the availability of quoted mar-
ket prices or observable market inputs during the period. In addition, there were no investments or transactions classi�ed 
in Level 3 for the period ended December 31, 2020.

D. SECURITIES LENDING (NOTE 7)

As at December 31, 2020, the ETF was not participating in any securities lending transactions. The ETF did not earn any 
income from securities lending transactions for the period ended December 31, 2020.

Horizons ReSolve Adaptive Asset Allocation ETF

Notes to Consolidated Financial Statements - ETF Speci�c Information (continued)
For the Period from Inception on July 20 to December 31, 2020
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For the period ended 
December 31, 

2020
% of Gross 

Income

Gross securities lending income $5,651 

Lending Agents’ fees:

  Canadian Imperial Bank of Commerce  (2,346) 41.51%

Net securities lending income paid to the ETF $3,305 58.49%

E. REDEEMABLE SHARES (NOTE 8)

For the period ended December 31, 2020, the number of ETF Shares issued by subscription, the number of ETF Shares 
redeemed, the total and average number of ETF Shares outstanding was as follows: 

Period
Beginning Shares 

Outstanding 
Shares  
Issued 

Shares  
Redeemed

Ending Shares 
Outstanding

Average Shares 
Outstanding

2020 – 7,525,901 (500,000) 7,025,901 6,673,643

F. BROKER COMMISSIONS, SOFT DOLLARS AND RELATED PARTY TRANSACTIONS (NOTE 10)

Brokerage commissions paid to dealers in connection with investment portfolio transactions, soft dollar transactions 
incurred and amounts paid to related parties of the Manager, if any, for the period ended December 31, 2020, were 
as follow:

Period Ended Brokerage  
Commissions Paid

Soft Dollar  
Transactions

Amount Paid to  
Related Parties

December 31, 2020 $147,284 $nil $nil

G. OFFSETTING OF FINANCIAL INSTRUMENTS (NOTE 12)

As at December 31, 2020, the ETF did not have any �nancial instruments eligible for o�setting.

H. INTERESTS IN SUBSIDIARIES, ASSOCIATES AND UNCONSOLIDATED STRUCTURED ENTITIES (NOTE 13)

As at December 31, 2020, the ETF had material investments in the subsidiaries (Sub), associates (Assc) and unconsolidated 
structured entities (SE) listed below. The ETF did not have any such material investments as at December 31, 2019.

Investee ETF as at
December 31, 2020

Place of
Business Type Ownership % Carrying

Amount

Horizons Cash Maximizer ETF Canada SE 4.98% $50,380,000

Horizons ReSolve Adaptive Asset Allocation ETF

Notes to Consolidated Financial Statements - ETF Speci�c Information (continued)
For the Period from Inception on July 20 to December 31, 2020
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1. REPORTING ENTITY

Horizons ETF Corp. (the “Company”) is a mutual fund corporation established on October 10, 2019, under the federal laws 
of Canada. The authorized capital of the Company includes an unlimited number of non-cumulative, redeemable, non-
voting classes of shares (each, a “Corporate Class” or “ETF”), issuable in an unlimited number of series, and one class of vot-
ing shares designated as “Class J Shares”. Each Corporate Class is a separate investment fund having speci�c investment 
objectives and is speci�cally referable to a separate portfolio of investments. These consolidated �nancial statements (the 
“�nancial statements”) as at and for the period ended December 31, 2020, comprise the Company and its wholly-owned 
entities and are presented on the basis outlined below. ETF-speci�c information and the investment objectives for each 
ETF in the Company are disclosed in the ETF-speci�c notes information to the consolidated �nancial statements of each 
ETF. Each ETF is a separate Corporate Class and currently consists of a single series of exchange traded fund shares (“ETF 
Shares”) of the applicable Corporate Class of the Company. 

Each ETF is o�ered for sale on a continuous basis by the Company’s prospectus in ETF Shares which trade on the Toronto 
Stock Exchange (“TSX”) in Canadian dollars (“Cdn$ Shares”) and, where applicable, in U.S. dollars (“US$ Shares”). Subscrip-
tions for US$ Shares can be made in either U.S. or Canadian dollars. An investor may buy or sell shares of the ETF on the 
TSX through a registered broker or dealer in the province or territory where the investor resides. Investors are able to 
trade shares 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 shares.

Horizons ETFs Management (Canada) Inc. (“Horizons Management” or the “Manager” or the “Investment Manager”) is the 
manager and investment manager of the Company and of each Corporate Class. The Investment Manager is responsible 
for implementing each ETF’s investment strategies. The address of the Company’s registered o�ce is: c/o Horizons ETFs 
Management (Canada) Inc., 55 University Avenue, Suite 800, Toronto, Ontario, M5J 2H7.

The Corporate Class Merger

On July 14, 2020, a meeting of unitholders of a pre-existing ETF approved a proposal to proceed with a merger (the 
“Merger”) of that ETF, structured at the time as a trust (the “ETF Trust”), into Horizons ReSolve Adaptive Asset Allocation 
ETF, a new class of shares (the “Continuing Corporate Class ETF”) of Horizons ETF Corp. (“Horizons MFC”), a multi-class 
mutual fund corporation managed by the Manager. 

The decision to propose the Merger followed an extensive review by the Manager of the activities and tax positions of the 
ETF Trust, along with the proposed changes to the Income Tax Act (Canada) (the “Tax Act”) contained in the 2019 Federal 
Budget, as a means to preserve the existing bene�ts o�ered by the ETF Trust.

The approved Merger took place at the close of business on July 29, 2020, and units of the ETF Trust (the “ETF Units”) were 
exchanged on a one-for-one basis for ETF Shares of the Horizons ReSolve Adaptive Asset Allocation ETF Corporate Class 
of Horizons MFC. With the Merger, the ETF Shareholders became subject to the investment objective and fee structure of 
Horizons ReSolve Adaptive Asset Allocation ETF. 

The Merger is not expected to be a taxable event for Canadian resident holders of the ETF, provided that holders with ETF 
Units that were in an unrealized gain position and were held in taxable accounts prior to the Merger make a joint election 
with Horizons ETF Corp. under Section 85 of the Tax Act for the exchange of their ETF Units into the corresponding class 
of ETF Shares of Horizons ETF Corp., to occur on a tax-deferred basis.

For more information about making a joint election as indicated above, investors should refer to our website disclosure 
on this which can be found at: https://www.horizonsetfs.com/section-85-election

Horizons ReSolve Adaptive Asset Allocation ETF

Notes to Consolidated Financial Statements
For the Period from Inception on July 20 to December 31, 2020
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Reporting Periods

The ETF is reporting information in its �nancial statements for the period from the e�ective date of the Merger to Decem-
ber 31, 2020. Post-Merger, the ETF Trust is wholly-owned by the Company. These �nancial statements are presented on a 
consolidated basis for the individual ETF and the corresponding ETF Trust.

Investment Objective

The purpose of each ETF is to invest the net assets attributable to that ETF in accordance with its investment objectives, 
as de�ned in the Company’s prospectus. The investment objective for each ETF is set out in note A in the ETF-speci�c 
notes information.

2. BASIS OF PREPARATION

(i) Statement of compliance

The ETF’s �nancial 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 shares as reported under IFRS. 

These �nancial statements were authorized for issue on March 12, 2021, by the Board of Directors of the Company.

(ii) Basis of measurement

The �nancial statements have been prepared on the historical cost basis except for �nancial instruments at fair value 
though pro�t or loss, which are measured at fair value.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these �nancial statements.

(a) Financial instruments

(i) Recognition, initial measurement and classi�cation

The ETF is subject to IFRS 9, Financial Instruments (“IFRS 9”) for the classi�cation and measurement requirements for 
�nancial instruments, including impairment of �nancial assets and hedge accounting.

IFRS 9 requires assets to be classi�ed based on the ETF’s business model for managing the �nancial assets and contractual 
cash �ow characteristics of the �nancial assets. The standard includes three principal classi�cation categories for �nancial 
assets: measured at amortized cost, fair value through other comprehensive income, and fair value through pro�t or loss 
(“FVTPL”). IFRS9 requires classi�cation of debt instruments, if any, based solely on payment of principal and interest, and 
business model tests.

Horizons ReSolve Adaptive Asset Allocation ETF

Notes to Consolidated Financial Statements (continued)
For the Period from Inception on July 20 to December 31, 2020
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The ETF’s �nancial assets and �nancial liabilities are managed and its performance is evaluated on a fair value basis. The 
contractual cash �ows of the ETF’s debt securities, if any, consist solely of principal and interest, however, these securities 
are neither held in held-to-collect, or held-to-collect-and-sell business models in IFRS 9.

Financial assets and �nancial liabilities at FVTPL are initially recognized on the trade date, at fair value (see below), with 
transaction costs recognized in the statement of comprehensive income. Other �nancial assets and �nancial liabilities are 
recognized on the date on which they are originated at fair value.

The ETF classi�es �nancial assets and �nancial liabilities into the following categories:

• Financial assets mandatorily classi�ed at FVTPL: debt securities, equity investments and derivative �nancial instruments

• Financial assets at amortized cost: All other �nancial assets

• Financial liabilities classi�ed at FVTPL: derivative �nancial instruments and securities sold short, if any

• Financial liabilities at amortized cost: all other �nancial 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 be-
tween 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 re�ects its non-performance risk.

Investments are valued at fair value as of the close of business on each valuation date, as de�ned in the ETF’s prospectus 
(“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 invest-
ment 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 re�ected 
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 �nancial instruments, are valued us-
ing observable market inputs where possible, on such basis and in such manner as established by the Manager. Deriva-
tive �nancial instruments are recorded in the statement of �nancial 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 �nancial reporting purposes are the same as those used to measure the net asset value (“NAV”) 
for transactions with shareholders.

The fair value of other �nancial assets and liabilities approximates their carrying values due to the short-term nature of 
these instruments.

(iii) O�setting

Financial assets and liabilities are o�set and the net amount presented in the statement of �nancial position when there 
is a legally enforceable right to o�set the recognized amounts and there is an intention to settle on a net basis, or to real-
ize the asset and settle the liability simultaneously.

Horizons ReSolve Adaptive Asset Allocation ETF

Notes to Consolidated Financial Statements (continued)
For the Period from Inception on July 20 to December 31, 2020
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Income and expenses are presented on a net basis for gains and losses from �nancial instruments at FVTPL and foreign 
exchange gains and losses.

(iv) Speci�c instruments

Cash 

Cash consists of cash on deposit. 

Redeemable shares

The Company has made signi�cant judgments when determining the classi�cation of each ETF’s redeemable securities as 
�nancial liabilities in accordance with IAS 32 – Financial Instruments – Presentation (“IAS 32”). 

Each ETF’s redeemable shares are classes in the Company. The classes will not participate pro rata in the residual net assets 
of the Company in the event of the Company’s liquidation and they do not have identical features. Consequently, each 
ETF’s outstanding redeemable shares are classi�ed as �nancial liabilities in accordance with the requirements of IAS 32.

Futures contracts

Futures contracts are valued at the current market value thereof on the Valuation Date. The value of these futures con-
tracts 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 �nancial position and as a net change in unrealized appreciation 
(depreciation) of investments and derivatives in the statements of comprehensive income.

When the futures contracts are closed out or mature, realized gains or losses on futures contracts are recognized and are 
included in the statements of comprehensive income in net realized gain (loss) on sale of investments and derivatives.

Derivative agreements

In order to achieve its investment objective, the ETF may enter into derivative agreements (the “Derivative Agreements”) 
with one or more bank counterparties (each a “Counterparty”). The value of these derivative agreements is the gain or 
loss that would be realized if, on the Valuation Date, the agreements were to be closed out. That value is recorded as a 
derivative asset and/or derivative liability in the statement of �nancial position and included in the net change in unreal-
ized appreciation (depreciation) of investments and derivatives in the statement of comprehensive income.

When these derivative contracts are closed out or mature, realized gains or losses on the derivative agreements are 
recognized and are included in the statement of comprehensive income in net realized gain (loss) on sale of investments 
and derivatives. 

(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 di�erence between fair value and average cost, as recorded in the 
�nancial statements, is included in the statement of comprehensive income as part of the net change in unrealized ap-
preciation (depreciation) of investments and derivatives. Interest income for distribution purposes from investments in 
bonds and short-term investments, if any, represents the coupon interest received by the ETF accounted for on an accrual 

Horizons ReSolve Adaptive Asset Allocation ETF

Notes to Consolidated Financial Statements (continued)
For the Period from Inception on July 20 to December 31, 2020
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basis. Dividend income, if any, is recognized on the ex-dividend date. Distribution income from investments in other 
funds or ETFs, if any, is recognized when earned.

Income from derivatives is shown in the statement of comprehensive income as net realized gain (loss) on sale of invest-
ments 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 statement of comprehensive in-
come 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 state-
ment of comprehensive income.

(c) Foreign currency

Transactions in foreign currencies, if any, are translated into the ETF’s reporting currency using the exchange rate pre-
vailing 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, if any, are presented as “Net realized gain 
(loss) on foreign exchange”, except for those arising from �nancial instruments at fair value through pro�t 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 statement 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 shares per share

The increase (decrease) in net assets per share in the statement of comprehensive income represents the change in net 
assets attributable to holders of redeemable shares from operations divided by the weighted average number of shares 
of the ETF outstanding during the reporting period. 

(f) Shareholder transactions

The value at which shares of the ETF are issued or redeemed is determined by dividing the net asset value of the ETF by 
the total number of shares outstanding of the ETF on the applicable Valuation Date. Amounts received on the issuance 
of shares and amounts paid on the redemption of shares are included in the statement of changes in �nancial position. 
Orders for subscriptions or redemptions are only permissible on valid trading days, as de�ned in the ETF’s prospectus. 

(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 transac-
tions awaiting settlement represent amounts receivable/payable for securities sold/purchased, but not yet settled as at 
the reporting date.

Horizons ReSolve Adaptive Asset Allocation ETF

Notes to Consolidated Financial Statements (continued)
For the Period from Inception on July 20 to December 31, 2020
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(h) Net assets attributable to holders of redeemable shares per share

Net assets attributable to holders of redeemable shares per share is calculated by dividing the ETF’s net assets attribut-
able to holders of redeemable shares by the number of shares of the ETF 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, fees incurred in conjunction with the 
ETF’s derivative agreements, levies by regulatory agencies and securities exchanges, and any applicable transfer taxes and 
duties. Transaction costs are expensed and are included in “Transaction costs” in the statement of comprehensive income.

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

In preparing these �nancial statements, the Manager has made judgements, estimates and assumptions that a�ect the 
application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results 
may di�er from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
estimates are recognized prospectively.

The full extent of the impact that the COVID-19 epidemic will have on the Canadian and U.S. economies and the ETF’s 
business remains uncertain and di�cult to predict at this time. By their very nature, the estimates and/or judgements 
the Manager makes for the purposes of preparing the ETF’s �nancial statements relate to matters that are inherently 
uncertain. However, the Manager maintains detailed policies and internal controls that are intended to ensure that these 
estimates and judgements are well controlled, and that they are consistently applied from period to period. It is the Man-
ager’s opinion that any estimates and/or judgements used in the preparation of these �nancial statements are appropri-
ate as at December 31, 2020.

The ETF may hold �nancial 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 signi�cant accounting judgements and estimates that the 
ETF has made in preparing the �nancial statements. See note 6 for more information on the fair value measurement of 
the ETF’s �nancial instruments.

5. FINANCIAL INSTRUMENTS RISK

In the normal course of business, the ETF’s investment activities expose it to a variety of �nancial risks. The Manager seeks 
to minimize potential adverse e�ects 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.

Please refer to the Company’s most recent prospectus for a complete discussion of the risks attributed to an investment in 
the shares of the ETF. Signi�cant �nancial instrument risks that are relevant to the ETF are discussed below and an analysis 
thereof is included in note B of the ETF-speci�c notes information.

Horizons ReSolve Adaptive Asset Allocation ETF
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(a) Market risks

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 a�ect the ETF’s income or the fair value of its 
holdings of �nancial instruments. The objective of market risk management is to manage and control market risk expo-
sures within acceptable parameters, while optimizing the return.

(i) Currency risk

Currency risk is the risk that �nancial instruments which are denominated in currencies other than the ETF’s reporting 
currency will �uctuate due to changes in exchange rates and adversely impact the ETF’s income, cash �ows or fair values 
of its investment holdings. 

(ii) Interest rate risk

The ETF may be exposed to the risk that the fair value of future cash �ows of its �nancial instruments will �uctuate as a 
result of changes in market interest rates. In general, the value of interest-bearing �nancial instruments will rise if interest 
rates fall, and conversely, will generally fall if interest rates rise. There is minimal sensitivity to interest rate �uctuation 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.  

(iii) Market price risk

Other market price risk is the risk that the value of �nancial instruments will �uctuate as a result of changes in market 
prices (other than those arising from interest rate risk or currency risk), whether caused by factors speci�c to an individual 
investment, its issuer, or all factors a�ecting all instruments traded in a market or market segment.

The ETF is subject to other market risks that will a�ect the value of its investments, including general economic and mar-
ket conditions, as well as developments that impact speci�c economic sectors, industries or companies. 

(b) Credit risk

Credit risk on �nancial instruments is the risk of a �nancial 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 �nancial 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 �nancial assets in the statement of �nancial position, including any positive mark-to-market of the ETF’s Derivative 
Agreement(s). This amount is included in “Derivative assets” (if any) in the statement of �nancial position. The credit risk 
related to any one Derivative Agreement is concentrated in the Counterparty to that particular Derivative Agreement.

Credit risk is managed by dealing with counterparties the Manager believes to be creditworthy and which meet the des-
ignated rating requirements of National Instrument 81-102 (“NI 81-102”).

Horizons ReSolve Adaptive Asset Allocation ETF
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Notes to Consolidated Financial Statements (continued)
For the Period from Inception on July 20 to December 31, 2020

(c) Liquidity risk

Liquidity risk is the risk that the ETF will encounter di�culty in meeting the obligations associated with its �nancial liabili-
ties that are settled by delivering cash or another �nancial 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 su�cient liquidity to meet its liabilities when 
due, under both normal and stress conditions, including estimated redemptions of shares, without incurring unaccept-
able losses or risking damage to the ETF’s reputation. Generally, liabilities of the ETF are 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 su�cient cash and cash equivalent positions to maintain liquidity; therefore, the 
liquidity risk for the ETF is considered minimal.

6. FAIR VALUE MEASUREMENT

IFRS 13, Fair Value Measurement (“IFRS 13”) requires a classi�cation 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 hier-
archy of fair valuation inputs is summarized as follows:

• 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 signi�cant unobservable market data.

Changes in valuation methods may result in transfers into or out of an investment’s assigned level. The fair value hierarchy 
classi�cation of the ETF’s assets and liabilities and additional disclosures relating to transfers between levels is included in 
note C in the ETF-speci�c notes information.

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 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 securi-
ties 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 insu�cient to reconstitute the portfolio 
of loaned securities. Revenue, if any, earned on securities lending transactions during the period is disclosed in the ETF’s 
statement of comprehensive income. 

The aggregate closing market value of securities loaned and collateral received, if any, as at December 31, 2020, and a 
reconciliation of the securities lending income for the period ended December 31, 2020, if any, as presented in the state-
ment of comprehensive income are presented in note D of the ETF-speci�c notes information.

8. LEVERAGE

The aggregate market exposure of all instruments held directly or indirectly by HRAA, calculated daily on a mark-to-
market basis, can exceed HRAA’s net asset value, and can exceed the amount of cash and securities held as margin on 
deposit to support the derivatives trading activities of the ETF. Under normal market conditions, the maximum amount 
of leverage used, directly or indirectly, by the ETF, expressed as a ratio of total underlying notional value of the securities 
and/or �nancial derivative positions of HRAA divided by the net assets of the ETF (the “Leverage Ratio”), will generally not 
exceed 3:1. 

Horizons ReSolve Adaptive Asset Allocation ETF

113931 - HRAA.indd   37 2021-03-12   9:25 AM



38

Notes to Consolidated Financial Statements (continued)
For the Period from Inception on July 20 to December 31, 2020

The following table discloses the minimum and maximum leverage levels for the ETF for the period ended December 
31, 2020; the ETF’s leverage at the end of the reporting period; and, approximately what that leverage represents as a 
percentage of the ETF’s net assets.

Year Ended
Minimum 
Leverage

Maximum 
Leverage

Leverage 
at end of

Reporting Period

Approximate
Percentage of

Net Assets

December 31, 2020 nil 2.89:1 2.82:1 282%

9. REDEEMABLE SHARES

The authorized capital of the Company includes an unlimited number of non-cumulative, redeemable, non-voting Corpo-
rate Classes, issuable in an unlimited number of series, including the ETF Shares, and one class of voting shares desig-
nated as “Class J Shares”. Each Corporate Class is a separate investment fund having speci�c investment objectives and is 
speci�cally referable to a separate portfolio of investments. Each ETF of the Company is a separate Corporate Class.

Each ETF Share entitles the owner to one vote at meetings of shareholders of the applicable Corporate Class to which 
they are entitled to vote. Each shareholder is entitled to participate equally with all other shares of the same Corpo-
rate Class or series of Corporate Class with respect to all payments made to shareholders, other than management fee 
rebates, including dividends and distributions and, on liquidation, to participate equally in the net assets of the appli-
cable Corporate Class remaining after satisfaction of any outstanding liabilities that are attributable to ETF Shares of the 
Corporate Class.

The redeemable shares 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. The ETF’s objectives in managing 
the redeemable shares are to meet the ETF’s investment objective, and to manage liquidity risk arising from redemptions. 
The ETF’s liquidity risk arising from redeemable shares is discussed in note 5.

On any valid trading day, as de�ned in the ETF’s prospectus, shareholders of the ETF may redeem: (i) ETF Shares for cash 
at a redemption price per ETF Share equal to 95% of the closing price for the ETF Shares in the applicable currency on the 
TSX on the e�ective day of the redemption, subject to a maximum redemption price per ETF Share equal to the net asset 
value per ETF Share on the e�ective day of redemption; or (ii) at the sole discretion of the Manager, a prescribed number 
of shares (“PNS”) or a whole multiple PNS for cash in the applicable currency equal to the net asset value of that number 
of ETF Shares in such currency next determined following the receipt of the redemption request, less any applicable 
redemption charge as determined by the Manager in its sole discretion; or (iii) at the sole discretion of the Manager, a 
PNS or a whole multiple PNS in exchange for securities and cash in the applicable currency equal to the net asset value 
of that number of ETF Shares in such currency following the receipt of the redemption request, provided that a securities 
redemption may be subject to redemption charges at the sole discretion of the Manager.   

Shares of the ETF are issued or redeemed on a daily basis at the net asset value per share that is determined as at 
4:00 p.m. (Eastern Time) each business day. 

If, in any taxation year, the Company would otherwise be liable for tax on net realized capital gains, the Company intends 
to pay, to the extent possible, by the last day of that year, a special capital gains dividend to ensure that the Company will 
not be liable for income tax on such amounts under the Tax Act (after taking into account all available deductions, credits 
and refunds). Such distributions may be paid in the form of ETF Shares of the relevant ETF and/or cash which is automati-
cally reinvested in ETF Shares of the relevant ETF. Any such distributions payable in ETF Shares or reinvested in ETF Shares 
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of the relevant ETF will increase the aggregate adjusted cost base of a shareholder’s ETF Shares of that ETF. Immediately 
following payment of such a special distribution in ETF Shares or reinvestment in ETF Shares, the number of ETF Shares 
of that ETF outstanding will be automatically consolidated such that the number of ETF Shares of that ETF outstand-
ing after such distribution will be equal to the number of ETF Shares of that ETF outstanding immediately prior to such 
distribution, except where there are non-resident shareholders to the extent tax is required to be withheld in respect of 
the distribution.

Please consult the ETF’s most recent prospectus for a full description of the subscription and redemption features of the 
ETF Shares.

A summary table of the number of shares issued by subscription, the number of shares redeemed, the total and av-
erage number of shares outstanding during the relevant reporting periods is disclosed in note E of the ETF-speci�c 
notes information.

10. EXPENSES AND OTHER RELATED PARTY TRANSACTIONS

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; ar-
ranging for the maintenance of accounting records for the ETF; preparing reports to shareholders and to the applicable 
securities regulatory authorities; calculating the amount and determining the frequency of distributions by the ETF; pre-
paring �nancial statements, income tax returns and �nancial and accounting information as required by the ETF; ensuring 
that shareholders are provided with �nancial statements and other reports as are required from time to time by appli-
cable 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 
shares of the ETF; and dealing and communicating with shareholders of the ETF. The Manager provides o�ce facilities 
and personnel to carry out these services, if not otherwise furnished by any other service provider to the ETF. The Man-
ager 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 0.85%, plus applicable sales taxes, of the net asset value of the ETF’s shares, calculated and accrued daily and payable 
monthly in arrears. 

The Sub-Advisor is compensated for its services out of the management fees without any further cost to the ETF. Any 
expenses of the ETF which are waived or absorbed by the Manager are paid out of the management fees received by 
the Manager. 

Other expenses

Unless otherwise waived or reimbursed by the Manager, the ETF pays all of its operating expenses, including but not lim-
ited to: audit fees; trustee and custodial expenses; valuation, accounting and record keeping costs; legal expenses; per-
mitted prospectus preparation and �ling expenses; costs associated with delivering documents to shareholders; 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; shareholder reports and servicing costs; registrar 
and transfer agent fees; costs associated with the Independent Review Committee; income taxes; sales taxes; brokerage 
expenses and commissions; and withholding taxes. 
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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 con-
tinued inde�nitely, at the discretion of the Manager.

11. BROKER COMMISSIONS, SOFT DOLLARS AND RELATED PARTY TRANSACTIONS 

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 speci�c dealers are gener-
ally referred to as soft dollars.

In addition to the information contained in note F of the ETF-speci�c notes information, the management fees paid to the 
Manager described in note 10 are related party transactions, as the Manager is considered to be a related party to the ETF. 
The management fees payable by the ETF as at December 31, 2020, are disclosed in the statement of �nancial position. 

Fees paid to the Independent Review Committee are also considered to be related party transactions. Both the manage-
ment fees and fees paid to the Independent Review Committee are disclosed in the statement of comprehensive income. 

The ETF may invest in other ETFs managed by the Manager or its a�liates, in accordance with the ETF’s investment objec-
tives and strategies. Such investments, if any, are disclosed in the schedule of investments.

12. COLLATERAL WITH FUTURES COMMISSION MERCHANTS

The ETF may maintain accounts with Futures Commission Merchants (“FCMs”) to conduct futures trading activities. The 
futures trading activities, where applicable, are typically, but not limited to, �xed income and currency futures for the 
purposes of hedging. The FCMs require the maintenance of minimum margin deposits. These requirements are met by 
the collateral from the ETF held at the FCMs. Collateral held with FCMs is included as part of “Margin deposits” in the state-
ments of �nancial position. The collateral held with FCMs as at December 31, 2020, is as follows:

As at Collateral Held With FCMs

December 31, 2020  $10,178,154 

13. INCOME TAX

The Company quali�es and intends at all relevant times to qualify as a “mutual fund corporation” as de�ned in the Tax 
Act. Although the Company may issue any number of classes, in any number of series, it will be required (like any other 
mutual fund corporation with a multi-class structure) to compute its income and net capital gains for tax purposes as a 
single entity. All of the Company’s revenues, deductible expenses, non-capital losses, capital gains and capital losses in 
connection with all of its investment portfolios, and other items relevant to its tax position (including the tax attributes of 
all of its assets), will be taken into account in determining the income (and taxable income) or loss of the Company and 
applicable taxes payable by the Company as a whole.

As a mutual fund corporation, the Company is entitled, in certain circumstances, to a refund of tax paid by it in respect 
of its net realized capital gains determined on a formula basis that is based in part on the redemption of the ETF Shares. 
Also, as a mutual fund corporation, the Company will be entitled to maintain a capital gains dividend account in respect 
of its net realized capital gains and from which it may elect to pay dividends which are treated as capital gains in the 
hands of shareholders.

Notes to Consolidated Financial Statements (continued)
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To the extent that the Company earns net income (other than dividends from taxable Canadian corporations and certain 
taxable capital gains and after available deductions), including in respect of derivative transactions, interest and income 
paid or made payable to it by a trust resident in Canada, the Company will be subject to income tax on such net income 
and no refund will be available in respect thereof. 

The Company may, at its option, pay special year-end dividends to shareholders in the form of a capital gains dividend 
where the Company has net taxable capital gains upon which it would otherwise be subject to tax, or in order to recover 
refundable tax not otherwise recoverable upon payment of regular cash distributions.

The Company will establish a policy to determine how it will allocate income and capital gains in a tax-e�cient manner 
among its Corporate Classes in a way that it believes is fair, consistent and reasonable for all shareholders. The amount of 
dividends, if any, paid to shareholders will be based on this tax allocation policy, which will be approved by the Com-
pany’s board of directors.

14. TAX LOSSES CARRIED FORWARD

Where the Company has realized a net capital loss in a taxation year, such capital loss cannot be allocated to sharehold-
ers but the Company may carry such capital loss back three years or forward inde�nitely to o�set capital gains realized 
by the Company. Non-capital losses incurred by the Company in a taxation year cannot be allocated to shareholders of 
the Company, but may be carried back three years or carried forward twenty years to o�set income (including taxable 
capital gains).

As at December 31, 2020, the Company and its wholly-owned entities 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 of the  
Non-Capital Losses

$1,272,452,068 $126,121 2028

$1,961,149 2029

$5,668,871 2030

$3,237,571 2031

$3,138,653 2032

$153,021,428 2033

$230,454,838 2034

$447,405,094 2035

$74,326,117 2036

$266,066,173 2037

$118,767,474 2038

$225,583,319 2039

$2,509,007,967 2040
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15. OFFSETTING OF FINANCIAL INSTRUMENTS

In the normal course of business, the ETF may enter into various master netting arrangements or other similar agree-
ments that do not meet the criteria for o�setting in the statement of �nancial position but still allow for the related 
amounts to be set o� in certain circumstances, such as bankruptcy or termination of the contracts. Amounts eligible for 
o�set, if any, are disclosed in note G of the ETF-speci�c notes information.

16. INTERESTS IN SUBSIDIARIES, ASSOCIATES AND UNCONSOLIDATED STRUCTURED ENTITIES

The ETF may invest in shares or 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 �nanced through the issue of share or units to investors.

In determining whether the ETF has control or signi�cant in�uence over an Investee ETF, the ETF assesses voting rights, 
the exposure to variable returns, and its ability to use the voting rights to a�ect the amount of the returns. In instances 
where the ETF has control over an Investee ETF, the ETF quali�es as an investment entity under IFRS 10 – Consolidated 
Financial Statements, and therefore accounts for investments it controls at fair value through pro�t and loss. The ETF’s 
primary purpose is de�ned by its investment objectives and uses the investment strategies available to it as de�ned 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 signi�cant in�uence are categorized as subsidiaries and associates, re-
spectively. All other Investee ETFs are categorized as unconsolidated structured entities. Investee ETFs may be managed 
by the Manager, its a�liates, 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 invest-
ment 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 statement of �nancial position, listed in the schedule of investments, and further detailed in note H of 
the ETF-speci�c notes information.
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