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This interim management report of fund performance contains financial highlights but does not contain the complete interim financial
statements of the investment fund. You can get a copy of the interim financial statements at your request, and at no cost, by calling
1-844-370-4884, by writing to us at Evolve Funds, 161 Bay Street, Suite 2700, Toronto, ON, M5J 2S1 or by visiting our website at www.
evolveetfs.com or SEDAR at www.sedar.com. You may also contact us using one of these methods to request a copy of the investment
fund’s proxy voting policies and procedures, proxy voting disclosure record, or quarterly portfolio disclosure.
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The accompanying notes are an integral part of these financial statements.

SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Interim Management Discussion of Fund Performance
For the six-month period ended June 30, 2018

Notice to Unitholders
The accompanying interim financial statements have not been audited and reviewed by the external auditor of the
Evolve ETFs
INVESTMENT OBJECTIVE AND STRATEGIES
The Sphere FTSE Emerging Markets Sustainable Yield Index ETF (the “Fund”) seeks to replicate, to the extent reasonably possible and
before fees and expenses, the performance of the FTSE Emerging Sustainable Yield 150 10% Capped 100% Hedge CAD Index (the
“Benchmark”), or any successor thereto. The Fund invests directly or indirectly in up to 150 equity securities of public issuers from
countries within the region classified by FTSE as emerging markets, exhibiting relatively high and sustainable yields, as at the time of
reconstitution or balancing.

RISK
There were no changes to the Fund over the period of this report that materially affected the level of risk associated with an investment
in the Fund. Prospective investors should read the Fund’s most recent prospectus and consider the description of risks contained
therein.

RESULTS OF OPERATIONS
The Fund’s units commenced trading on September 29, 2016 with initial net asset value of $10.00 and subscriptions totaling $5 million.
For the six-month period ended June 30, 2018, the Fund’s net asset value per unit returned -3.8%. This compares to the Benchmark,
which returned -4.23% for the same period. The difference in the performance of the Fund relative to the Benchmark can be attributed
primarily to the portfolio trading and hedging strategies. The Fund’s net assets were $30.983 MM as at June 30, 2018.

PORTFOLIO MANAGER COMMENTARY
For additional comparison, for the first six months of 2018, the FTSE Emerging All Cap Index (in local) returned -4.14%. Investors are
questioning the continuation of global growth in light of protectionist rhetoric from the United States and protectionist news from
other markets, notably Brexit in the United Kingdom. Chinese equities traded down through the period with the Shanghai Stock
Exchange Composite Index losing 12.91% despite initially rallying over 7% in January. China accounted for approximately 19% of the
portfolio though this was primarily in companies exposed to energy and commodities which benefited from increases in the price of
oil and the commodity complex. As the composition of the Fund’s portfolio is based on replicating the constituents of the Benchmark,
macro-economic, political and market movements do not have a direct impact on the Fund’s investment strategy.

RECENT DEVELOPMENTS
The fund is now managed by Evolve Funds Group Inc. following the acquisition that took place on January 12, 2018.

RELATED PARTY TRANSACTIONS
The fund is now under the Management of Evolve Fund Group Inc. following the acquisition of the fund completed on January 12, 2018.
The manager does not have an RPT with an affiliate of Canaccord Genuity. Manager complies with its current policy and procedures
regarding investments in related issuers and reports periodically to the Investment Review Committee.

MANAGEMENT FEES
The management fees are calculated based on 0.54% per annum of the average daily net asset value of the Fund. The fees are accrued
daily and are generally paid quarterly.

The accompanying notes are an integral part of these financial statements.
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SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF
For the six-month period ended June 30, 2018, the Fund incurred $99,286 in management fees. These management fees were received
by Evolve Funds Group Inc. for the day-to-day operation of the fund, including managing the portfolio, maintaining portfolio systems
used to manage the Fund, maintaining the www.evolveetfs.com website, and providing all other services including marketing and
promotion.

FINANCIAL HIGHLIGHTS
The following tables show selected key financial information about the Fund and are intended to help readers understand the Fund’s
financial performance for the period indicated.

THE FUND’S NET ASSETS PER UNIT1
Unhedged Units - Net Assets per Unit
For the periods ended:

June 30, 2018 ($)

Net Assets per Unit, beginning of period3

March 30, 2016
December 31, 2017 ($) to December 31, 2016 ($)

19.94

$9.97

$10.00

0.21

0.42

0.09

(0.13)

(0.13)

(0.02)

0.49

0.47

(0.14)

(1.21)

0.40

0.13

(0.64)

1.16

0.06

(0.17)

(0.27)

(0.03)

–

(0.14)

-

–

(0.01)

-

Total annual distributions

(0.17)

(0.42)

(0.03)

Net Assets per Unit, end of period

10.33

$10.90

$9.97

June 30, 2018 ($)

December 31, 2017 ($)

March 30, 2016
to December 31, 2016 ($)

Increase (decrease) from operations:
Total revenue
Total expenses
Realized gains (losses)
Unrealized gains (losses)
2

Total increase (decrease) from operations
Distributions:
From income (excluding dividends)
From capital gains
Return of capital
3

THE FUND’S RATIOS/SUPPLEMENTAL DATA
Unhedged Units - Ratios/Supplemental Data
For the periods ended:
Total Net Asset Value ($)4

30,982,508

23,986,000

8,973,000

4

3,000,000

2,200,000

900,000

5,6

1.18%

0.88%

0.68%

1.19%

1.38%

3.82%

70.88%

142.84%

1.13%

0.86%

0.61%

1.13%

Net asset value per unit

10.33

$10.90

$9.97

Closing market price

10.33

$10.96

$9.78

Number of units outstanding
Management expense ratio

Management expense ratio before waivers or
absorptions5
Portfolio turnover rate7
Trading expense ratio

4

8

The accompanying notes are an integral part of these financial statements.

SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF
1.
2.
3.
4.
5.
6.
7.

8.

This information is derived from the Fund’s unaudited interim financial statement as at June 30, 2018 and the audited annual
financial statements as at December 31 of the other years shown. The Fund began operations on September 29, 2016.
Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase (decrease)
from operations is based on the weighted average number of units outstanding over the period.
Distributions were paid in cash or reinvested in additional units of the Fund, or both. Actual distributions may vary slightly owing
to rounding.
This information is provided as at June 30, 2018 and December 31 of the other years shown.
Management expense ratio (“MER”) is based on total expenses plus harmonized sales tax (excluding distributions, 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.
The Manager, at its discretion, absorbed certain expenses otherwise payable by the Fund. The Manager may change the amount
absorbed or discontinue absorbing these expenses at any time without notice
The Fund’s portfolio turnover rate indicates how actively the Fund’s portfolio manager trades its portfolio investments. A portfolio
turnover rate of 100% is equivalent to the Fund buying and selling all of the securities in its portfolio once in the course of the period. The higher the Fund’s portfolio turnover rate in a period, the greater the trading costs payable by the Fund in the period, and
the greater the chance of an investor receiving taxable capital gains in the period. There is not necessarily a relationship between
a high turnover rate and the performance of a fund.
The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of average daily net assets during the period.

PAST PERFORMANCE
The performance information does not take into account sales, redemption, distribution or other optional charges that, if
applicable, would have reduced returns or performance. The performance information shown assumes that all distributions
made by the investment Fund in the periods shown were reinvested in additional securities of the investment fund. How the
Fund has performed in the past does not necessarily indicate how it will perform in the future.

YEAR-BY-YEAR RETURNS
The bar chart below presents the Fund’s performance for the periods shown. The chart illustrates, in percentage terms, how
much an investment made in the Fund on the first day (or, on the inception date, as the case may be) would have grown or
decreased by the last day of the period.

The accompanying notes are an integral part of these financial statements.
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Summary of Investment Portfolio
TOP 25 POSITIONS

INDUSTRY ALLOCATION

As at June 30, 2018

As at June 30, 2018

Security
China Construction Bank Corporation,
Class 'H'

% of Net Asset
Value
10.7

% of Net assets Attributable to
Unitholders
Portfolio by Category

June 30, 2018

Equities
Brazil

4.1

iShares MSCI India ETF

7.6

Chile

0.4

Hon Hai Precision Industry Company
Limited

6.5

China

27.9

Sberbank of Russia PJSC

4.5

China Petroleum & Chemical Corporation,
Class 'H'

3.6

Petroleo Brasileiro SA, ADR

Colombia

0.8

Greece

0.3

Hong Kong

2.5

2.7

Hungary

0.7

iShares MSCI Brazil Capped ETF

2.5

India

0.9

PTT Public Company Limited

2.3

Indonesia

5.3

Credicorp Limited

2.3

Malaysia

1.7

China Merchants Bank Company Limited

2.2

Mexico

5.6

Formosa Chemicals & Fibre Corporation

2.1

Peru

2.3

Wal-Mart de Mexico SAB de CV

2.1

Philippines

0.4

PT Telekomunikasi Indonesia (Persero) Tbk

1.9

Russia

6.0

Grupo Mexico SAB de CV

1.6

South Africa

iShares MSCI Poland Capped ETF

1.5

Taiwan

PT Astra International Tbk

1.4

Thailand

6.5

Shenzhou International Group Holdings
Limited

Turkey

0.4

1.4

iShares MSCI Turkey ETF

1.4

Derivative Assets

China Shenhua Energy Company Limited

1.3

Derivative Liabilities

ASE Technology Holding Company Limited

1.3

Cash and Cash Equivalents

Hengan International Group Company
Limited

1.1

Anhui Conch Cement Company Limited,
Class 'H'

1.1

First Financial Holding Company Limited

1.0

ASUSTeK Computer Inc.

1.0

ANTA Sports Products Limited

1.0

Top holdings as a percentage of net asset
value

United States

Other Assets, less Liabilities

3.2
16.5

14.4
0.8
(1.7)
0.8
0.2
100.0

66.1

The Summary of Investment Portfolio may change due to the ongoing portfolio transactions of the Fund. Updates are available quarterly by visiting our website at www.evolveetfs.com.
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Statement of Financial Position (unaudited)
As at June 30, 2018 and December 31, 2017
(in Canadian dollars, except for number of units)

June 30, 2018
($)

December 31, 2017
($)

30,936,055

23,436,625

242,099

18,808

–

11,503,503

225

22,670

Interest, dividends and other receivables

158,508

23,957

Derivative assets

236,683

339,523

31,573,570

35,345,086

Payable on investments purchased

–

10,867,816

Distributions payable to unitholders

–

244,398

533,686

184,776

57,376

62,560

591,062

11,359,550

30,982,508

23,985,536

30,982,508

23,985,536

10.33

10.90

Assets
Current Assets
Investments, at fair value
Cash
Receivable from investments sold
Amounts receivable from Manager

Liabilities
Current Liabilities

Derivative liabilities
Accrued expenses
Net assets attributable to holders of redeemable units
Net assets attributable to holders of redeemable units
Unhedged Units
Net assets attributable to holders of redeemable units per unit
Unhedged Units

Approved on behalf of the Board of Directors of Evolve Funds Group Inc., Manager and Trustee:

Raj Lala
President & Chief Executive Officer

Elliot Johnson
Chief Operating Officer, Chief Investment Officer & Director

The accompanying notes are an integral part of these financial statements.
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Statement of Comprehensive Income (unaudited)
For the periods ended June 30
(in Canadian dollars, except for number of units)

2018
($)

2017
($)

584,088

332,914

775

913

1,374,708

459,275

(3,104,942)

643,309

(25,013)

(1,269,376)

(451,750)

1,125,384

23,800

52

107,681

(33,520)

3,018

(3,984)

(1,487,635)

1,254,967

Management fees (Note 4)

99,286

48,744

Administrative fees (Note 4)

63,261

74,658

Interest expense and bank charges

32,046

1,240

Foreign withholding taxes (Note 6)

58,810

33,393

141,661

39,395

Other expense

22,784

364

Total expenses

417,848

197,794

(2,920)

(54,589)

414,928

143,205

(1,902,563)

1,111,762

(1,902,563)

1,111,762

(0.64)

0.72

Income
Dividend income
Interest for distribution purposes
Changes in fair value of investments
Net realized gain (loss)
Net change in unrealized appreciation (depreciation)
Changes in fair value of derivative financial instruments
Net realized gain (loss)
Net change in unrealized appreciation (depreciation)
Other income (loss)
Other income
Net realized gain (loss) on foreign currency translations
Net change in unrealized appreciation (depreciation) on foreign
currency translations
Total Income (Loss)
Expenses

Transaction costs (Note 2)

Less: expenses absorbed by the Manager
Net Expenses
Increase (decrease) in net assets attributable to unitholders
from operations
Increase (decrease) in net assets attributable to unitholders
from operations
Unhedged Units
Increase (decrease) in net assets attributable to unitholders
per unit from operations
Unhedged Units

8
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Statement of Changes in Net Assets Attributable to Holders of Redeemable Units (unaudited)
For the periods ended June 30
(in Canadian dollars, except for number of units)

2018
($)

2017
($)

23,985,536

8,973,434

(1,902,563)

1,111,762

(505,000)

(108,360)

(505,000)

(108,360)

12,635,574

13,408,070

Net assets attributable to holders of redeemable units - beginning of period
Unhedged Units
Net assets attributable to holders of redeemable units - beginning of period
Increase (decrease) in net assets attributable to holders of redeemable units
from operations
Unhedged Units
Distributions to unitholders from:
Net investment income
Redeemable unit transactions:
Proceeds from sale of redeemable units
Reinvestments of distributions to holders of redeemable units
Redemption of units

–
(3,231,039)

(2,115,980)

Net increase (decrease) from redeemable unit transactions

9,404,535

11,292,090

Increase (decrease) in net assets attributable to holders of redeemable units
for the period

6,996,972

12,295,492

30,982,508

21,268,926

Net assets attributable to holders of redeemable units - end of period
Unhedged Units

The accompanying notes are an integral part of these financial statements.
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Statement of Cash Flows (unaudited)
For the periods ended June 30
(in Canadian dollars, except for number of units)

2018
($)

2017
($)

(1,902,563)

1,111,762

(3,577)

779

(1,374,708)

(459,275)

25,013

1,269,376

3,104,942

(643,309)

451,750

(1,125,384)

(42,516,732)

(15,812,206)

Proceeds from sale and maturity of investments and derivatives

33,897,742

4,470,471

(Increase) decrease in interest, dividends and other receivables

(134,551)

(16,302)

(Increase) decrease in receivable from manager

22,445

(94,169)

Increase (decrease) in accrued expenses

(5,184)

57,067

(8,435,423)

(11,241,190)

(749,398)

(41,214)

12,635,574

13,408,070

(3,231,039)

(2,115,980)

8,655,137

11,250,876

3,577

(779)

219,714

9,686

18,808

123,261

242,099

132,168

775

913

392,521

205,352

Cash Flows from (used in) Operating Activities
Increase (decrease) in net assets attributable to unitholders from operations
Adjustments for:
Change in unrealized foreign exchange (gain) loss on currency
Realized (gain) loss on investments
Realized (gain) loss on derivatives
Change in unrealized (appreciation) depreciation in the value of investments
Change in unrealized (appreciation) depreciation in the value of derivatives
Purchases of investments and derivatives2

Net cash generated by (used in) operating activities
Cash Flows from (used in) Financing Activities
Distributions paid to unitholders, net of reinvested distributions
Proceeds from sale of units

2

Payments for units redeemed2
Net cash provided by (used in) financing activities
Change in unrealized foreign exchange gain (loss) on currency
Net increase (decrease) in cash
Cash - beginning of period
Cash - end of period
Supplemental Information:1
Interest received, net of foreign withholding taxes
Dividends received, net of foreign withholding taxes
1
2

Included as part of Cash Flows from Operating Activities
Excludes in-kind transactions, if any

10 The accompanying notes are an integral part of these financial statements.
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Schedule of Investment Portfolio (unaudited)
As at June 30, 2018

No. of Shares

Average Cost
($)

Fair Value
($)

Brazil (4.1%)
8,211

Centrais Eletricas Brasileiras SA, ADR

68,203

37,889

11,167

Centrais Eletricas Brasileiras SA, ADR

80,116

47,125

12,198

Cia de Saneamento Basico do Estado de Sao Paulo

161,365

96,377

72,332

Petroleo Brasileiro SA, ADR

978,706

840,607

15,085

Telefonica Brasil SA, ADR

297,194

235,400

1,585,584

1,257,398

140,640

110,648

54,450

49,124

Chile (0.4%)
17,247

Enersis Chile SA, ADR

China (27.9%)
41,407

Angang Steel Company Limited

45,215

Anhui Conch Cement Company Limited, Class 'H'

330,461

340,941

44,080

ANTA Sports Products Limited

217,818

306,900

53,769

BAIC Motor Corporation Limited, Class 'H'

79,271

67,574

66,073

Beijing Capital International Airport Company Limited

123,446

91,562

75,326

Beijing Jingneng Clean Energy Company Limited

28,006

22,972

79,265

China Coal Energy Company Limited

45,462

43,167

2,694,192

China Construction Bank Corporation, Class 'H'

3,816,568

3,273,034

125,711

China Longyuan Power Group Corporation Limited

118,143

133,129

142,267

China Merchants Bank Company Limited

814,475

690,139

958,416

China Petroleum & Chemical Corporation, Class 'H'

993,283

1,125,786

129,352

China Shenhua Energy Company Limited

412,977

403,587

50,370

Cosco Shipping Energy Transportation Company Limit

36,550

31,904

106,412

Dongfeng Motor Group Company Limited

165,117

147,997

117,206

Guangzhou Automobile Group Company Limited

190,697

150,636

27,132

Hengan International Group Company Limited

309,694

343,252

98,217

Huadian Fuxin Energy Corporation Limited

29,130

30,282

185,572

Huaneng Renewables Corporation Limited

85,261

81,159

45,607

Jiangsu Expressway Company Limited, Class 'H'

85,128

71,454

44,742

Jiangxi Copper Company Limited

88,136

74,972

65,447

Maanshan Iron & Steel Company Limited

40,398

38,274

The accompanying notes are an integral part of these financial statements. 11
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Schedule of Investment Portfolio (continued) (unaudited)
As at June 30, 2018

No. of Shares

Average Cost
($)

Fair Value
($)

47,400

41,581

106,961

Metallurgical Corp of China Limited

27,201

Shenzhou International Group Holdings Limited

369,774

441,437

109,367

Sino-Ocean Group Holding Limited

96,188

83,567

133,843

Sinopec Shanghai Petrochemical Company Limited

99,823

107,203

75,239

Sinotrans Limited

49,753

52,195

24,718

Sinotruk Hong Kong Limited

42,111

53,513

73,694

Weichai Power Company Limited, Class 'H'

109,075

133,611

76,116

Yanzhou Coal Mining Company Limited

116,051

130,860

24,027

Zhongsheng Group Holdings Limited

87,491

94,814

9,082,137

8,656,626

242,445

234,283

Columbia (0.8%)
8,672

Ecopetrol SA, ADR

Greece (0.3%)
2,066

Motor Oil Hellas Corinth Refineries SA

49,858

54,555

1,519

Titan Cement Company SA

49,402

50,605

99,260

105,160

57,861

86,689

Hong Kong (2.5%)
65,075

China Resources Cement Holdings Limited

29,588

China Resources Gas Group Limited

129,924

168,569

4,146

Hang Seng Investment Index Funds Series - Hang Sen

88,085

77,670

23,794

Hopson Development Holdings Limited

35,486

27,869

26,609

Kingboard Chemical Holdings Limited

179,764

127,966

39,374

Kingboard Laminates Holdings Limited

86,388

63,932

54,721

Lee & Man Paper Manufacturing Limited

68,676

72,805

58,806

Nine Dragons Paper Holdings Limited

125,296

98,538

17,152

Shanghai Industrial Holdings Limited

62,508

52,538

833,988

776,576

12 The accompanying notes are an integral part of these financial statements.

SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Schedule of Investment Portfolio (continued) (unaudited)
As at June 30, 2018

No. of Shares

Average Cost
($)

Fair Value
($)

32,696

26,810

211,417

199,443

244,113

226,253

411,256

284,262

89,499

76,059

593,018

446,760

60,402

66,085

Hungary (0.7%)
14,306

Magyar Telekom Telecommunications PLC

15,717

MOL Hungarian Oil and Gas PLC

India (0.9%)
15,899

Vedanta Limited, ADR

Indonesia (5.3%)
463,164

PT Adaro Energy Tbk

737,848

PT Astra International Tbk

112,994

PT Bank Danamon Indonesia Tbk

269,588

PT Bank Negara Indonesia (Persero) Tbk

243,814

174,363

160,073

PT Indofood Sukses Makmur Tbk

121,807

97,657

179,852

PT Media Nusantara Citra Tbk

23,621

15,180

1,725,606

PT Telekomunikasi Indonesia (Persero) Tbk

688,022

593,659

55,156

PT United Tractors Tbk

156,035

159,898

1,976,218

1,629,661

Malaysia (1.7%)
101,161

Maxis Berhad

190,220

179,758

103,581

Petronas Chemicals Group Berhad

238,845

283,504

41,156

RHB Bank Berhad

67,064

73,132

496,129

536,394

Mexico (5.6%)
13,718

Arca Continental SAB de CV

123,215

110,738

12,845

Grupo Aeroportuario del Pacifico SAB de CV

166,708

156,706

130,946

Grupo Mexico SAB de CV

573,012

487,920

4,671

Industrias Penoles SAB de CV

142,275

110,257

The accompanying notes are an integral part of these financial statements. 13
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Schedule of Investment Portfolio (continued) (unaudited)
As at June 30, 2018

No. of Shares
18,994

Infraestructura Energetica Nova SAB de CV

7,891

Promotora y Operadora de Infraestructura SAB de CV

187,360

Wal-Mart de Mexico SAB de CV

Average Cost
($)

Fair Value
($)

117,477

111,913

99,578

92,852

566,910

650,129

1,789,175

1,720,515

553,718

725,087

11,519

9,585

103,347

75,684

38,319

31,916

153,185

117,185

178,572

192,218

Peru (2.3%)
2,450

Credicorp Limited

Philippines (0.4%)
74,399

Energy Development Corporation

39,746

International Container Terminal Services Inc.

42,759

Semirara Mining & Power Corporation

Russia (6.0%)
91,823

Alrosa PJSC

9,464,336

Federal Grid Co Unified Energy System PJSC

35,247

37,148

30,833

Rostelecom PJSC

50,513

47,259

4,045,785

RusHydro PJSC

76,852

57,220

304,377

Sberbank of Russia PJSC

1,758,885

1,389,025

6,841

Severstal PJSC

134,855

133,196

2,234,924

1,856,066

South Africa (3.2%)
4,073

AECI Limited

49,163

41,279

1,233

Assore Limited

41,736

34,571

1,916

Kumba Iron Ore Limited

50,504

54,125

8,114

Nedbank Group Limited

256,021

194,080

12,717

Pick n Pay Stores Limited

80,176

91,139

10,841

Telkom SA SOC Limited

67,003

50,951

5,974

Tiger Brands Limited

250,301

189,737

14 The accompanying notes are an integral part of these financial statements.

SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Schedule of Investment Portfolio (continued) (unaudited)
As at June 30, 2018

No. of Shares

Average Cost
($)

Fair Value
($)

4,001

Tongaat Hulett Limited

43,095

30,683

20,054

Tsogo Sun Holdings Limited

44,898

39,399

22,458

Vodacom Group Limited

349,369

264,283

1,232,266

990,247

Taiwan (16.5%)
65,582

ASE Technology Holding Company Limited

493,379

396,600

25,673

ASUSTeK Computer Inc.

311,905

308,302

33,661

AU Optronics Corporation, ADR

186,314

187,188

67,829

Cheng Shin Rubber Company Limited

132,939

134,100

150,764

Compal Electronics Inc.

126,534

124,817

11,903

Feng Tay Enterprises Company Limited

73,708

78,528

354,781

First Financial Holding Company Limited

317,247

315,138

125,530

Formosa Chemicals & Fibre Corporation

650,868

657,655

550,322

Hon Hai Precision Industry Company Limited

1,956,309

1,974,305

29,464

Nanya Technology Corporation

112,896

105,703

97,998

Pou Chen Corporation

148,788

149,587

17,431

Realtek Semiconductor Corporation

85,776

83,429

48,861

Synnex Technology International Corporation

97,796

96,916

133,121

Taiwan Cement Corporation

251,528

243,094

66,744

TECO Electric & Machinery Company Limited

67,303

65,905

32,569

Vanguard International Semiconductor Corporation

99,176

98,024

100,509

Wistron Corporation

98,933

98,163

5,211,399

5,117,454

Thailand (6.5%)
122,580

Banpu Public Company Limited

77,246

94,851

43,192

Banpu Public Company Limited

36,840

33,422

2,570

Electricity Generating Public Company Limited

23,141

22,844

7,504

Electricity Generating Public Company Limited

61,600

66,701

2,939

Glow Energy Public Company Limited

9,932

11,050

11,638

Glow Energy Public Company Limited

35,656

43,757

380,325

IRPC Public Company Limited

120,219

87,533
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SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Schedule of Investment Portfolio (continued) (unaudited)
As at June 30, 2018
No. of Shares

Average Cost
($)

Fair Value
($)

121,258

206,625

37,061

PTT Exploration and Production Public Company Limited, (Foreign)

15,274

PTT Exploration and Production Public Company Limited

72,915

85,157

20,989

PTT Global Chemical Public Company Limited

79,839

60,800

53,856

PTT Global Chemical Public Company Limited

138,832

156,008

153,368

PTT Public Company Limited

317,086

292,122

381,330

PTT Public Company Limited

574,680

726,325

38,721

Thai Oil Public Company Limited

158,999

119,464

1,828,243

2,006,659

192,121

131,658

48,587

41,942

Turkey (0.4%)
15,313

Turkcell Iletisim Hizmetleri AS, ADR

United Kingdom (27.7%)
2,882

Global X MSCI Pakistan ETF

18,723

iShares MSCI Brazil Capped ETF

1,042,560

788,885

1,193

iShares MSCI Chile Capped ETF

80,719

72,209

53,321

iShares MSCI India ETF

2,400,518

2,333,578

16,749

iShares MSCI Poland Capped ETF

576,290

479,575

3,176

iShares MSCI Qatar ETF

69,474

68,351

10,815

iShares MSCI Turkey ETF

589,702

429,666

6,803

iShares MSCI UAE ETF

145,047

135,763

2,202

VanEck Vectors Egypt Index ETF

106,753

103,954

5,059,650

4,453,923

Transaction Costs
Total Investments (99.9%)
Derivative Assets (0.8%)*
Derivative Liabilities (-1.7%)*
Other assets less liabilities (1.0%)
NET ASSETS ATTRIBUTABLE TO HOLDERS OF
REDEEMABLE UNITS

16 The accompanying notes are an integral part of these financial statements.

-40,073
33,326,378

30,936,055
236,683
-533,686
343,456
30,982,508

SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Schedule of Investment Portfolio (continued) (unaudited)
As at June 30, 2018
*

Forward Foreign Currency Contracts (-0.9%). As at June 30, 2018.
Purchased Currency

Currency

Value as at
June 30,
2018 ($)

03-Jul-18

CAD

03-Jul-18

Sold Currency

Currency

Value as at
June 30,
2018 ($)

Unrealized
Gain/(Loss)
($)

Counterparty

CounterParty Credit Rating

1,133,167

ZAR

1,060,825

72,342

BNY Capital Markets Inc.

A-1+

CAD

5,065,754

TWD

5,028,939

36,815

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

2,004,574

BRL

1,968,561

36,013

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

2,495,536

BRL

2,464,958

30,578

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

2,178,798

THB

2,157,129

21,668

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

2,638,143

INR

2,627,833

10,310

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

1,783,014

IDR

1,773,651

9,363

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

1,614,856

IDR

1,606,313

8,544

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

186,597

CLP

182,893

3,705

BNY Capital Markets Inc.

A-1+

03-Jul-18

RUB

202,636

CAD

200,075

2,561

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

227,044

COP

225,588

1,456

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

220,505

HUF

219,327

1,177

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

232,434

CLP

231,494

940

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

116,758

TWD

115,862

896

BNY Capital Markets Inc.

A-1+

03-Jul-18

RUB

258,215

CAD

257,901

314

BNY Capital Markets Inc.

A-1+

Total

236,683

Settlement
Date

03-Jul-18

CAD

9,911,404

HKD

10,115,915

(204,511)

BNY Capital Markets Inc.

A-1+

03-Jul-18

TWD

5,152,310

CAD

5,201,982

(49,671)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

5,312,281

TWD

5,353,204

(40,924)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

2,240,161

RUB

2,278,130

(37,969)

BNY Capital Markets Inc.

A-1+

03-Jul-18

BRL

2,010,432

CAD

2,047,535

(37,103)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

1,609,814

MXN

1,640,578

(30,764)

BNY Capital Markets Inc.

A-1+

03-Jul-18

IDR

1,773,651

CAD

1,798,125

(24,474)

BNY Capital Markets Inc.

A-1+

03-Jul-18

INR

2,627,362

CAD

2,645,107

(17,745)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

733,726

USD

749,351

(15,624)

BNY Capital Markets Inc.

A-1+

03-Jul-18

BRL

293,407

CAD

305,748

(12,341)

BNY Capital Markets Inc.

A-1+

03-Jul-18

HKD

890,442

CAD

902,232

(11,791)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

628,874

TRY

635,883

(7,009)

BNY Capital Markets Inc.

A-1+

03-Jul-18

TWD

316,756

CAD

323,250

(6,494)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

489,411

PLN

495,584

(6,173)

BNY Capital Markets Inc.

A-1+

03-Jul-18

BRL

161,119

CAD

166,824

(5,704)

BNY Capital Markets Inc.

A-1+
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SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Schedule of Investment Portfolio (continued) (unaudited)
As at June 30, 2018
03-Jul-18

CLP

231,494

CAD

236,209

(4,715)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

324,396

HKD

328,595

(4,200)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

302,781

HKD

306,644

(3,863)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

126,020

AED

128,847

(2,827)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

2,624,669

INR

2,627,362

(2,693)

BNY Capital Markets Inc.

A-1+

03-Jul-18

COP

249,104

CAD

251,744

(2,640)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

103,452

EUR

105932

(2,481)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

247,167

COP

249104

(1,937)

BNY Capital Markets Inc.

A-1+

03-Jul-18

CAD

125,108

PHP

125,140

(32)

BNY Capital Markets Inc.

A-1+

Total

(533,686)

Total unrealized gain/loss of foreign currency contracts

18 The accompanying notes are an integral part of these financial statements.

(297,003)

SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Fund Specific Notes to Financial Statements (unaudited)
As at June 30, 2018

FINANCIAL INSTRUMENT RISKS (NOTE 3)
Market Price Risk
The table below summarize management’s estimate of the effect on net assets of a 10% change in the Fund’s value, as at June 30, 2018,
with all other variables held constant:
+/-10% Impact
Fund

June 30, 2018

Sphere FTSE Emerging Markets Sustainable Yield Index ETF

3,093,606

Currency Risk
The table that follows indicates the currencies to which the Fund had significant exposure as at June 30, 2018 based on the market
value of the Fund’s financial instruments (including cash and cash equivalents) and the underlying principal amounts of forward foreign
currency contracts, as applicable. It also illustrates the possible impact of a +/- 5% move in the Canadian dollar on the net assets of the
Fund as at June 30, 2018.

FINANCIAL INSTRUMENTS ($)

United States Dollar
Malaysian Ringgit

Financial Instruments

Foreign Exchange
Forward Contracts

Net currency
exposure

+/- 5% Impact

7,792,153

-749,351

7,042,802

352,140

569,265

-

569,265

28,463

Indonesian Rupiah

1,744,812

-1,606,313

138,499

6,925

Russian Ruble

1,929,614

-1,817,279

112,335

5,617

Mexican Peso

1,722,360

-1,640,578

81,782

4,089

China Renminbi

50,374

-

50,374

2,519

Hungarian Forint

226,253

-219,327

6,926

346

Euro Currency

109,243

-105,932

3,311

166

Philippine Peso

125,771

-125,140

631

32

Egyptian Pound

2

-

2

-

Taiwan Dollar

86,478

-5,028,939

-4,942,461

-247,123

Indian Rupee

-

-2,627,833

-2,627,833

-131,392

Brazilian Real

726

-1,968,561

-1,967,835

-98,392

New Turkish Lira

3

-635,883

-635,880

-31,794

Polish Zloty

-

-495,584

-495,584

-24,779

9,440,180

-9,860,712

-420,532

-21,027

-

-225,588

-225,588

-11,279

-

-182,893

-182,893

-9,145

2,006,657

-2,157,129

-150,472

-7,524

Hong Kong Dollar
Colombian Peso
Chilean Peso
Thai Baht
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SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Fund Specific Notes to Financial Statements (continued) (unaudited)
As at June 30, 2018
Uae Dirham
South African Rand
Total

3

-128,847

-128,844

-6,442

981,816

-1,060,825

-79,009

-3,950

26,785,710

-30,636,714

-3,851,004

-192,550

Interest Rate Risk
As at June 30, 2018, the majority of the Fund’s financial assets and liabilities are non-interest bearing; accordingly, the Fund is not
exposed to significant amounts of risk due to fluctuations in the prevailing levels of market interest rates.
Liquidity Risk
The liquidity of the Fund is managed on a day-to-day basis in order to meet expenses and handle redemption of the Fund’s redeemable
units. As at June 30, 2018, the Fund did not have a significant amount of financial liabilities with maturities greater than three months.
Credit Risk
As at June 30, 2018, the Fund had no significant investments in fixed-income investments. Refer to the Schedule of Investment Portfolio
for the foreign currency contracts’ counterparty credit ratings.
Portfolio Concentration Risk
The Fund’s significant concentrations by industry sector are as follows:
% of Net assets Attributable
to Unitholders
Portfolio by Category

June 30, 2018

Equities
Brazil

4.1

Chile

0.4

China

27.9

Colombia

0.8

Greece

0.3

Hong Kong

2.5

Hungary

0.7

India

0.9

Indonesia

5.3

Malaysia

1.7

Mexico

5.6

Peru

2.3

Philippines

0.4

Russia

6.0

South Africa

3.2

Taiwan

20 The accompanying notes are an integral part of these financial statements.
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SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Fund Specific Notes to Financial Statements (continued) (unaudited)
As at June 30, 2018
Thailand

6.5

Turkey

0.4

United States

14.4

Derivative Assets

0.8

Derivative Liabilities

(1.7)

Cash and Cash Equivalents

0.8

Other Assets, less Liabilities

0.2
100.0

Fair Value Measurements
The following is the fair value measurement hierarchy based on the inputs used as at June 30, 2018 in valuing the Fund’s financial assets
and liabilities carried at fair value:

FINANCIAL ASSETS (LIABILITIES) ($)
Level 1

Level 2

Level 3

Total

30,936,055

–

–

30,936,055

Derivative Assets

–

236,683

–

236,683

Derivative Liabilities

–

(533,686)

–

(533,686)

30,936,055

(297,003)

–

30,639,052

Equities

Total

For the period ended June 30, 2018, there were no transfers of securities between Level 1 and Level 2. There were no level 3 securities
at or during the period ended June 30, 2018.
Offsetting of Financial Instruments
The following table presents the gross amount of financial instruments that may be offset, or subject to enforceable master netting
agreements or other similar agreements but that are not offset, as at June 30, 2018. The “Net” column shows what the impact on the
Fund’s Statement of Financial Position would be if all set-off rights were exercised.

Financial assets and
liabilities

Gross amounts of
recognized financial
assets/liabilities ($)

Net amounts of financial assets/
liabilities presented in the statement
of financial position ($)

Financial
Instruments eligible
for offset ($)

Net amount ($)

June 30,2018
Derivative assets

236,683

236,683

-236,683

-

Derivative liabilities

-533,686

-533,686

236,683

-297,003

Total

-297,003

-297,003

-

-297,003
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Fund Specific Notes to Financial Statements (continued) (unaudited)
As at June 30, 2018

UNIT TRANSACTIONS (NOTE 5)
The unitholder transactions for the period ended June 30, 2018 are as follows:
UNHEDGED UNITS
Number of redeemable units outstanding - Beginning of period

1,800,000

Issued

-

Reinvested

-

Redeemed

(200,000)

Number of redeemable units outstanding - End of period

1,600,000

INCOME TAXES (NOTE 6)
As at June 30, 2018, the Fund had no capital and non-capital loss carryforward balances.

22 The accompanying notes are an integral part of these financial statements.

SPHERE FTSE EMERGING MARKETS SUSTAINABLE YIELD INDEX ETF

Notes to Financial Statements (unaudited)
For the period ended June 30, 2018
(in Canadian dollars, unless otherwise indicated)

1. ORGANIZATION
The Evolve ETFs (each a “Fund”, collectively, the “Funds”) are exchange-traded funds (“ETFs”) established on the establishment dates
noted below as open-ended mutual fund trusts under the laws of the Province of Ontario pursuant to a master declaration of trust
dated August 4, 2017 and as amended and restated from time to time. The units of the Funds are listed on the Toronto Stock Exchange
(“TSX”) and NEO Exchange (“NEO”) in the case of the Evolve Active Core Fixed Income ETF. The address of the Funds’ registered office
is 161 Bay Street, Suite 2700, Toronto, Ontario, M5J 2S1.
The Sphere ETFs (each a “Fund” collectively, the “Funds”) are exchange-traded funds established on the establishment dates noted
below as open-ended mutual fund trusts under the laws of the Province of Ontario pursuant to a master declaration of trust dated
March 30, 2016 and as amended and restated time to time. The units of the Funds are listed on the Toronto Stock Exchange (“TSX”).
The address of the Funds’ registered office is 161 Bay Street, Suite 2700, Toronto, Ontario, M5J 2S1.
Evolve Funds Group Inc. is now the manager of Sphere FTSE Canada Sustainable Yield Index ETF, Sphere FTSE Europe Sustainable Yield
Index ETF and Sphere FTSE Emerging Markets Sustainable Yield Index ETF following the acquisition completed on January 12, 2018.
ACTIVELY MANAGED ETFS
TSX Ticker
Symbol

Date of
Establishment

Date of
Commencement

DIVS

August 14, 2017

September 29, 2017

Unhedged Units

FIXD

March 21, 2018

March 28, 2018

Hedged Units

TIME

August 14, 2017

October 16, 2017

Unhedged Units

TIME.B

August 14, 2017

October 16, 2017

Hedged Units

CAPS

August 14, 2017

October 16, 2017

Unhedged Units

CAPS.B

August 14, 2017

October 16, 2017

Evolve Blockchain ETF

Unhedged Units

LINK

February 26, 2018

March 5, 2018

Evolve Marijuana ETF

Unhedged Units

SEED

February 5, 2018

February 8, 2018

Fund Name

Class

Evolve Active Canadian Preferred Share ETF

Unhedged Units

Evolve Active Core Fixed Income ETF
Evolve Active Short Duration Bond ETF
Evolve Active US Core Equity ETF

Nuveen Asset Management, LLC is the sub-advisor for Evolve Active US Core Equity ETF and Evolve Active Short Duration Bond ETF.
Foyston, Gordon & Payne Inc. is the sub-advisor for Evolve Active Canadian Preferred Share ETF and Evolve Active Core Fixed Income
ETF.
INDEX-TRACKING ETFS
TSX Ticker
Symbol

Date of
Establishment

Date of
Commencement

CARS

August 4, 2017

September 29, 2017

Unhedged Units

CARS.B

August 4, 2017

September 29, 2017

USD Unhedged
Units

CARS.U

August 4, 2017

October 3, 2017

Fund Name

Class

Evolve Automobile Innovation Index ETF

Hedged Units
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Notes to Financial Statements (continued) (unaudited)
For the period ended June 30, 2018
(in Canadian dollars, unless otherwise indicated)
Evolve Cyber Security Index ETF

Hedged Units

CYBR

August 4, 2017

September 20, 2017

Unhedged Units

CYBR.B

August 4, 2017

September 20, 2017

Evolve Innovation Index ETF

Hedged Units

EDGE

April 20, 2018

April 30, 2018

Evolve North American Gender Diversity Index ETF

Hedged Units

HERS

August 4, 2017

September 20, 2017

Unhedged Units

HERS.B

August 4, 2017

September 20, 2017

Sphere FTSE Canada Sustainable Yield Index ETF

Unhedged Units

SHC

March 30, 2016

April 11, 2016

Sphere FTSE Emerging Markets Sustainable Yield
Index ETF

Hedged Units

SHZ

March 30, 2016

September 29, 2016

Sphere FTSE Europe Sustainable Yield Index ETF

Hedged Units

SHE

March 30, 2016

April 13, 2016

Each index-tracking ETF seeks to track, to the extent reasonably possible and before fees and expenses, the performance of a broad
widely quoted market index.
INDEX-TRACKING ETFS WITH ACTIVE COVERED CALL STRATEGIES
Date of
Establishment

Date of
Commencement

LIFE

August 4, 2017

October 25, 2017

Unhedged Units

LIFE.B

August 4, 2017

October 25, 2017

Hedged Units

CALL

August 4, 2017

October 16, 2017

Unhedged Units

CALL.B

August 4, 2017

October 16, 2017

Fund Name

Class

Evolve Global Healthcare Enhanced Yield ETF

Hedged Units

Evolve US Banks Enhanced Yield ETF

TSX Ticker
Symbol

Each index-tracking ETF with active covered call strategies seeks to track, to the extent reasonably possible and before fees and
expenses, the performance of a broad widely quoted market index and in addition to provide the return of a strategy of selling call
options against not more than 33% of the equity securities of any of the portfolios with the covered call strategies.
Evolve Funds Group Inc. (the “Manager”) is the trustee, manager and investment manager of the Funds.
The information provided in the financial statements for the Funds is as at and for the period ended June 30, 2018. The Statement of
Financial Position is as at June 30, 2018 for the Evolve Marijuana ETF, the Evolve Blockchain ETF, the Evolve Active Core Fixed Income
ETF and the Evolve Innovation Index ETF. The Statement of Financial Position is as at June 30, 2018 and December 31, 2017 for the
Evolve Active US Core Equity ETF, the Evolve Active Short Duration Bond ETF, the Evolve Active Canadian Preferred Share ETF, the Evolve
Active Floating Rate Loan ETF, the Evolve Cyber Security Index ETF, the Evolve North American Gender Diversity Index ETF, the Evolve
Automobile Innovation Index ETF, the Evolve US Banks Enhanced Yield ETF and the Evolve Global Healthcare Enhanced Yield ETF.
The Statement of Comprehensive Income, Statement of Changes in Net Assets Attributable to Holders of Redeemable Units and
Statement of Cash Flows for the Evolve Marijuana ETF, the Evolve Blockchain ETF, the Evolve Active Core Fixed Income ETF and
the Evolve Innovation Index ET are for the periods from each respective date of establishment to June 30, 2018. The Statement of
Comprehensive Income, Statement of Changes in Net Assets Attributable to Holders of Redeemable Units and Statement of Cash Flows
for the Evolve Active US Core Equity ETF, the Evolve Active Short Duration Bond ETF, the Evolve Active Canadian Preferred Share ETF,
the Evolve Active Floating Rate Loan ETF, the Evolve Cyber Security Index ETF, the Evolve North American Gender Diversity Index ETF,
the Evolve Automobile Innovation Index ETF, the Evolve US Banks Enhanced Yield ETF and the Evolve Global Healthcare Enhanced Yield
ETF are for the periods ended June 30 of the years shown.
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Notes to Financial Statements (continued) (unaudited)
For the period ended June 30, 2018
(in Canadian dollars, unless otherwise indicated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial statements of the Funds have been prepared in accordance with International Accounting Standard 34 Interim Financial
Reporting (“IAS 34”) as issued by the International Accounting Standards Board (“IASB”). The financial statements have been prepared
on a going concern basis using the historical cost convention except for financial assets and financial liabilities measured at fair value
through profit or loss. Each Fund is an investment entity and primarily all financial assets and financial liabilities are measured at fair
value in accordance with IFRS. Accordingly, the Funds’ accounting policies for measuring the fair value of investments and derivatives
are consistent with those used in measuring the Net Asset Value for transactions with unitholders.
Upon transition to IFRS 9 Financial Instruments (“IFRS 9”) from IAS 39 Financial Instruments: Recognition and Measurement (“IAS
39”), the Funds financial assets and financial liabilities were classified as fair value through profit or loss (“FVTPL”). This classification
differs from the classification under the previous IAS 39, therefore there were changes in categorization of certain financial assets and
financial liabilities upon transition.
Effective January 1, 2018, all financial assets that had previously been designated as FVTPL and all financial assets and liabilities that
were previously classified as financial assets and financial liabilities at amortized cost were reclassified as FVTPL. Derivative assets and
derivative liabilities that were previously considered as held-for-trading financial instruments and were classified as FVTPL remain
unchanged upon adoption to the new standard. There were no changes in the measurement attributes for any of the financial assets
and financial liabilities upon transition to IFRS 9.
In applying IFRS, management may make estimates and assumptions that affect the reported amounts of assets, liabilities, income and
expenses during the reporting periods. Actual results may differ from such estimates.
The following is a summary of significant accounting policies followed by the Funds:
Classification and Recognition of Financial Instruments
Financial instruments include financial assets and liabilities such as debt and equity securities, open-ended investment funds and
derivatives, cash and other receivable and payables. Funds classify and measure financial instruments in accordance with IFRS 9.
Upon initial recognition, financial assets and financial liabilities are classified as fair value through profit or loss (FVTPL), or carried at
amortized cost. The initial classification of a financial instrument depends on the contractual cash flows characteristics of the financial
assets as well as the Fund’s business model for managing the financial assets.
Financial assets and liabilities at fair value through profit or loss
Financial instruments include financial assets and liabilities such as debt and equity securities, exchange -traded investment funds and
derivatives, cash and other receivable and payables.
All financial assets and liabilities are recognized in the Statements of Financial Position when a Fund becomes a party to the contractual
requirements of the instrument. Financial instruments are derecognized when the right to receive cash flows from the instrument has
expired or a Fund has transferred substantially all risks and rewards of ownership. As such, investment purchase and sale transactions
are recorded as of the trade date.
Financial assets and financial liabilities are subsequently measured as FVTPL with changes in fair value recognized in the Statements of
Comprehensive Income.
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Measurement of Financial Instruments
Financial assets and financial liabilities at FVTPL are recorded in the Statement of Financial Position at fair value upon initial recognition.
All transaction costs such as brokerage commissions, incurred in the purchase and sale of securities for such instruments are recognized
directly in profit or loss.
After initial measurement, the Funds measure financial instruments which are classified as FVTPL, at fair value. Subsequent changes
in the fair value of those financial instruments (i.e. the excess/shortfall of the sum of the fair value of portfolio investments over/
below the sum of the average cost of each portfolio investment) are recorded in unrealized appreciation (depreciation) in the value of
investments. The applicable period change in unrealized appreciation (depreciation) of investments is included on the Statement of
Comprehensive Income.
The average cost of portfolio investments represents the sum of the average cost of each portfolio investments. For the purposes of
determining the average cost of each portfolio investment, the purchase price of portfolio investments acquired by a Fund is added to
the average cost of the particular portfolio investment immediately prior to the purchase. The average cost of a portfolio investment
is reduced by the number of shares sold multiplied by the average cost of the portfolio investment at the time of the sale. The average
cost per share of each portfolio investment sold is determined by dividing the average cost of the portfolio investment by the number
of shares held immediately prior to the sale transaction. Transaction costs incurred in portfolio transactions are excluded from the
average cost of investments and are recognized immediately in net income and are presented as a separate expense item in the
financial statements. Realized gains and losses from the sale of portfolio investments are also calculated based on the average costs,
excluding transaction costs, of the related investment.
The net asset value (“NAV”) per unit of a Fund is calculated each day a Fund is open for business as of regularly scheduled close of
regular trading on the TSX and NEO in the case of the Evolve Active Core Fixed Income ETF. NAV per unit per Fund is calculated by
dividing the net assets of the Fund by the number of units outstanding of the Fund. Units of the Funds are being issued and sold on a
continuous basis and there is no maximum number of units that may be issued. In calculating each class of the Funds’ NAV, investments
are valued under policies approved by the Board of Directors of the Manager. Equity securities (including preferred stock) listed or
dealt in upon a stock exchange are valued at the last sale price or official closing price on the exchange or system on which they are
principally traded when the price falls within the bid-ask spread range. In circumstances where the last traded price is not within the
bid-ask spread, the Manager determines the point when the bid-ask spread that is most representative of fair value based on the
specific facts and circumstances. Foreign currency contracts are valued based on the difference between the value of the contract on
the valuation date and the value on the date the contract was originated.
Classification of Redeemable Units
IAS 32 - Financial Instruments: Presentation, requires that securities of the Funds, which are considered puttable instruments, be
classified as either financial liabilities or equity instruments. Under IFRS, the units of the Funds which include contractual obligation for
the issuer to repurchase or redeem them for cash or another financial asset are classified as financial liabilities. The Funds’ outstanding
units include a contractual obligation to deliver cash or another financial asset on a Fund’s fixed termination date, and therefore
the ongoing redemption feature is not a Fund’s only contractual obligation. Also, redemption of units at 95% of the closing price
by unitholders gives rise to redemption value that is not substantially based on the NAV of the Funds. Consequently, the Funds’
outstanding redeemable units are classified as financial liabilities in accordance with the requirements.
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Fair Value Measurement
IFRS describes fair value as the price that each Fund would receive upon selling an asset or paid to transfer a liability in an orderly
transaction between market participants as at the measurement date. It established a three-tier hierarchy of inputs to be used when
determining fair value measurements for disclosure purposes. Inputs refer broadly to the assumptions that market participants would
use in pricing the asset or liability, including assumptions about risk — for example, the risk inherent in a particular valuation technique
used to measure fair value (such as a pricing model) and/or the risk inherent in the inputs to the valuation technique.
Inputs may be observable or unobservable. Observable inputs reflect the assumptions market participants would use in pricing the
asset or liability. Observable inputs are based on market data obtained from sources independent of the reporting entity. Unobservable
inputs reflect the reporting entity’s own assumptions about the assumptions market participants would use in pricing the asset or
liability. Unobservable inputs are based on the best information available in the circumstances. The three-tier hierarchy of inputs is
summarized in the three broad levels listed below:
Level 1 – Quoted (unadjusted) prices in active markets for identical assets or liabilities at measurement date.
Level 2 – Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly
observable (including quoted prices for similar securities, interest rates, prepayment speeds, credit risk, etc.).
Level 3 – Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable
(including each Fund’s assumptions in determining the fair value of investments).
The inputs or methodology used for valuation are not necessarily an indication of the risk associated with investing in those investments.
The Funds have included the fair value hierarchy in the Fund Specific Notes to Financial Statements.
Securities Lending
In order to generate additional returns, each Fund is authorized to enter into securities lending agreements with borrowers deemed
acceptable in accordance with National Instrument 81-102 – Investment Funds (“NI 81-102”).
Under a securities lending agreement, the borrower must pay the Fund a negotiated securities lending fee, provide compensation to
the Fund equal to any distributions received by the borrower on the securities borrowed, and the Fund must receive an acceptable
form of collateral in excess of the value of the securities loaned. Although such collateral is marked to market, the Fund may be exposed
to the risk of loss should a borrower default on its obligations to return the borrowed securities and the collateral is insufficient to
reconstitute the portfolio of loaned securities. Revenue, if any, earned on securities lending transactions during the period is disclosed
in the Fund’s Statement of Comprehensive Income.
For the period ended June 30, 2018, Evolve Marijuana ETF and Evolve Blockchain ETF participated in the securities lending program.
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Investment Transactions and Investment Income
Investment transactions are recorded as of the date that the securities are purchased or sold (trade date). Realized and unrealized
gains and losses are calculated on an average cost basis. The cost of investments represent the amount paid for each security and
is determined using the average cost method, excluding commissions and transaction costs. Transaction costs, such as brokerage
commissions and settlement charges incurred in the purchase and sale of securities, are shown as a separate line item in the Statement
of Comprehensive Income and are not part of the cost of investments. Dividend income is recognized on the ex-dividend date, gross of
any foreign taxes withheld. The interest for distribution purposes shown on the Statement of Comprehensive Income represents the
coupon interest received by the Funds accounted for on an accrual basis.
Foreign Currency Translation
The Funds’ functional and presentation currency is the Canadian dollar. Canadian dollar is the currency of the primary economic
environment in which it operates. The Funds’ performance is evaluated and their liquidity is managed in Canadian dollars. Therefore,
the Canadian dollar is considered as the currency that most faithfully represents the economic effects of the underlying transactions,
events and conditions. Foreign currencies, as well as investment securities and other assets and liabilities denominated in foreign
currencies, are translated into Canadian dollars using exchange rates prevailing on the respective dates of such transactions. Realized
and unrealized foreign exchange gains and losses on investments are included as a component of net realized gain (loss) on sale of
investments and change in unrealized appreciation (depreciation) of investments, respectively, on the Statement of Comprehensive
Income. Net realized and unrealized foreign exchange gains or losses arising from sales of foreign currencies, including gains and losses
on forward foreign currency contracts, currency gains or losses recognized between the trade and settlement dates on investment
transactions, and the difference between the amounts of dividends and foreign withholding taxes recorded on the Funds’ books and
the Canadian dollar equivalent of the amounts actually received or paid are included in net realized gain (loss) on foreign currency
contracts and foreign currency translations and/or change in unrealized appreciation (depreciation) of foreign currency contracts and
foreign currency translations in the Statement of Comprehensive Income.
Forward Foreign Currency Contracts
A forward foreign currency contract (“Forward Contract”) involves an obligation to purchase or sell a specific currency at a future date,
which may be any fixed number of days from the date of the contract agreed upon by the parties, at a price set at the time of the
contract. These contracts are principally traded in the inter-bank market conducted directly between currency traders (usually large,
commercial banks) and their customers. A Forward Contract generally does not require an initial margin deposit and no commissions
are charged at any stage for trades. However, if a Fund is in an unrealized loss position on a Forward Contract, it may be required to
pledge collateral (or additional collateral) to the counterparty.
Risks may arise upon entering into a Forward Contract from the potential inability of the counterparties to meet the terms of their
contracts and from unanticipated movements in the value of foreign currencies relative to the Canadian dollar.
A Forward Contract is valued at fair value of the gain or loss that would be realized on a valuation date if the positions was to be closed
out.
Options Contracts
Premiums received from writing options are included in the Statements of Financial Position as a liability and subsequently adjusted
to fair value. When a written option expires unexercised, the Funds will realize a gain equal to the premium received. When a written
option is closed, the Funds will realize a gain or loss equal to the difference between the cost at which the contract was closed and the
premium received.
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Cash
Cash is comprised of cash on deposit with a Canadian financial institution and is stated at fair value.
Increase (Decrease) in Net Assets Attributable to Holders of Redeemable Units from Operations per Unit
The increase (decrease) in net assets attributable to holders of redeemable units from operations per unit is calculated by dividing the
increase (decrease) in net assets attributable to holders of redeemable units from operations by the weighted average number of units
outstanding during the period.
Significant accounting judgments, estimates and assumptions
The preparation of the Fund’s financial statements requires management to make judgments, estimates and assumptions that affect
the reported amounts recognized in the financial statements and disclosure of contingent liabilities. However, uncertainty about these
assumptions and estimates could result in outcomes that could require a material adjustment to the carrying amount of the asset or
liability affected in future periods.
(i) Judgements
In the process of applying the Funds’ accounting policies, management has made the following judgements, which have the most
significant effect on the amounts recognized in the financial statements:
Assessment as investment entity
Entities that meet the definition of an investment entity within IFRS 10 are required to measure their subsidiaries at fair value through
profit or loss rather than consolidate them. The criteria which define an investment entity are, as follows:
•
•
•

an entity that obtains funds from one or more investors for the purpose of providing those investors with investment services;
an entity that commits to its investors that its business purpose is to invest funds solely for returns from capital appreciation,
investment income or both; and
an entity that measures and evaluates the performance of substantially all of its investments on a fair value basis.

The Funds’ prospectus details the objective of providing investment management services to investors, which includes investing in
equities, fixed income securities, private equity and property investments for the purpose of returns in the form of investment income
and capital appreciation.
The Funds report to its investors via quarterly investor information, and to its management, via internal management reports, on a fair
value basis. All investments are reported at fair value to the extent allowed by IFRS in the Funds’ financial statements. The Funds have
a clearly documented exit strategy for all of its investments.
The Fund manager has also concluded that the Funds meet the additional characteristics of an investment entity, in that it has more
than one investment; the investments are predominantly in the form of equities and similar securities; it has more than one investor
and its investors are not related parties.
These conclusions will be reassessed on an annual basis, if any of these criteria or characteristics changes.
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3. FINANCIAL INSTRUMENT RISKS
The Funds’ activities may expose them to a variety of financial risks associated with financial instruments, including market risk (foreign
currency risk, interest rate risk and market price risk), concentration risk, credit risk and liquidity risk. The manager seeks to minimize
potential adverse effects of these risks on the Funds’ performance by employing professional, experienced portfolio managers, by daily
monitoring of the Funds’ position and market events, by diversifying the investment portfolio within the constraints of the investment
objective and periodically, as appropriate, by using forward currency contracts to hedge certain risk exposures.
Details of each of the Fund’s exposure to financial instrument risks are available in the Fund Specific Notes to Financial Statements, as
applicable.
Concentration Risk
Concentration indicates the relative sensitivity of the Fund’s performance to developments affecting a particular industry or
geographical location. Concentrations of risk arise when a number of financial instruments or contracts are entered into with the same
counterparty, or where a number of counterparties are engaged in similar business activities, or activities in the same geographical
region, or have similar economic features that would cause their ability to meet contractual obligations to be similarly affected by
changes in economic, political or other conditions.
Market Price Risk
Market price risk is the risk that the fair values of future cash flows of financial instruments will fluctuate as a result of changes in
market prices (other than those arising from interest rate risk or currency risk), whether caused by factors specific to an individual
investment or its issuer, or all factors affecting all instruments traded in a market or market segment. All securities present a risk of
loss of capital. The Manager mitigates this risk through the use of investment strategies that seek to minimize the Funds’ tracking error
versus market indexes within the parameters of the investment strategy. The maximum risk resulting from a financial instrument is
equivalent to its fair value. The Funds’ equities and debt are susceptible to other market risk arising from uncertainties about the future
prices of the instruments.
Currency Risk
Currency risk arises from financial instruments that are denominated in foreign currencies. The Funds are exposed to the risk that the
value of securities denominated in foreign currencies will fluctuate due to changes in exchange rates. When the value of the Canadian
dollar falls in relation to foreign currencies, then the value of foreign investments rises. When the value of the Canadian dollar rises,
the value of foreign investments falls.
The Funds held securities, primarily equity instruments, denominated in foreign currencies during the reporting period. Other financial
assets (including dividends, interest receivable and receivables for investments sold) and financial liabilities (including payable for
investments purchased) that are denominated in foreign currencies do not expose the Funds to significant foreign exchange risk. The
Funds may hedge its foreign currency exposure by entering into forward contracts to reduce foreign currency risk.
Interest Rate Risk
Interest rate risk is the risk that the market value of the Fund’s interest-bearing financial instruments will fluctuate due to changes in
market interest rates.
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Liquidity Risk
Liquidity risk is the possibility that investments in a fund cannot be readily converted into cash when required. The Funds will likely
maintain sufficient liquidity to meet expenses and redemption of units by investing primarily in liquid securities. However, unexpected
heavy demand for redemptions of units could result in the Funds having to dispose of investments at a time when it is not optimal
in order to meet such redemption requests. To manage the Funds’ overall liquidity and enable the Funds to meet its obligations, the
assets of the Fund are invested primarily in securities that are traded on active markets and that the Funds manager believes can
be readily disposed of through market facilities under normal circumstances. Additionally, sufficient cash and cash equivalents are
maintained to fund anticipated cash redemptions.
Credit Risk
Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or commitment that it has entered
into with the Funds. To help manage the credit risk of the Funds, the manager carefully monitors the creditworthiness and operational
robustness of counterparties that conduct transactions on behalf of the Funds. Generally, the greater the credit rating of a security, the
lower the probability of the issuer defaulting on its obligations.
Credit ratings for preferred shares are obtained from Dominion Bond Rating Services and Standard & Poor’s. A rating of P1 is of superior
credit quality, and is supported by entities with strong earnings and balance sheet characteristics. P2 is of satisfactory credit quality.
Protection of dividends and principal is still substantial, but earnings, the balance sheet and coverage ratios are not as strong as P1
rated companies. P3 is of adequate credit quality. While protection of dividends and principal is still considered acceptable, the issuing
entity is more susceptible to adverse changes in financial and economic conditions, and there may be other adverse conditions present
which detract from debt protection.
Credit ratings for fixed income securities are obtained from Standard & Poor’s. An obligation rated ‘BB’ is less vulnerable to nonpayment
than other speculative issues. However, it faces major ongoing uncertainties or exposure to adverse business, financial, or economic
conditions that could lead to the obligor’s inadequate capacity to meet its financial commitments on the obligation. An obligation
rated ‘B’ is more vulnerable to nonpayment than obligations rated ‘BB’, but the obligor currently has the capacity to meet its financial
commitments on the obligation. Adverse business, financial, or economic conditions will likely impair the obligor’s capacity or
willingness to meet its financial commitments on the obligation. An obligation rated ‘CCC’ is currently vulnerable to nonpayment and
is dependent upon favorable business, financial, and economic conditions for the obligor to meet its financial commitments on the
obligation. In the event of adverse business, financial, or economic conditions, the obligor is not likely to have the capacity to meet its
financial commitments on the obligation.
Offsetting Financial Instruments
Each Fund’s risk of loss from counterparty credit risk on over-the-counter (“OTC”) derivatives is generally limited to the aggregate
unrealized gain netted against any collateral held by the Fund. The Fund attempts to mitigate counterparty risk by only entering into
agreements with counterparties that it believes have the financial resources to honor their obligations and by monitoring the financial
stability of those counterparties. For financial reporting purposes, financial assets and liabilities are offset when there is a legally
enforceable right to offset the recognized amounts and there is an intention to settle on a net basis or realize the asset and settle the
liability simultaneously. The Funds enter into various master netting agreements or similar agreements that do not meet the criteria
for offsetting in the Statement of Financial Position.
In order to better define its contractual rights and to secure rights that will help a Fund mitigate its counterparty risk, a Fund may enter
into an International Swaps and Derivatives Association, Inc. Master Agreement (“ISDA Master Agreement”) or similar agreement with
its counterparties.
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4. RELATED PARTY TRANSACTIONS
Administrative Fees
Each Fund below will pay the Manager administration fee as set forth in the table below based on the average daily NAV of the units
of the Funds to pay for expenses incurred during the day-to-day operating of the funds. The below specified fees are the same for all
classes per fund where applicable. The administration fee, plus applicable taxes, will be accrued daily and paid monthly in arrears.
Administrative fees are the same for all classes on a fund level.

Fund Name

Administration Fee (annual rate)

Evolve Active Canadian Preferred Share ETF

0.15% of NAV

Evolve Active Core Fixed Income ETF

0.15% of NAV

Evolve Active Short Duration Bond ETF

0.15% of NAV

Evolve Active US Core Equity ETF

0.15% of NAV

Evolve Automobile Innovation Index ETF

0.15% of NAV

Evolve Blockchain ETF

0.25% of NAV

Evolve Cyber Security Index ETF

0.15% of NAV

Evolve Global Healthcare Enhanced Yield ETF

0.15% of NAV

Evolve Innovation Index ETF

0.15% of NAV

Evolve Marijuana ETF

0.25% of NAV

Evolve North American Gender Diversity Index ETF

0.15% of NAV

Evolve US Banks Enhanced Yield ETF

0.15% of NAV

Sphere FTSE Canada Sustainable Yield Index ETF

0.15% of NAV

Sphere FTSE Europe Sustainable Yield Index ETF

0.15% of NAV

Sphere FTSE Emerging Markets Sustainable Yield Index ETF

0.25% of NAV

Prior to the acquisition on January 12, 2018, Sphere FTSE Canada Sustainable Yield Index ETF, Sphere FTSE Emerging Markets Sustainable
Yield Index ETF and Sphere FTSE Europe Sustainable Yield Index ETF paid for all of their operating Expenses.
Unless otherwise waived or reimbursed by the Manager or an affiliate of the Manager, and subject to compliance with NI 81-102,
including but not limited to: the applicable management fee, fees payable to the custodian, the registrar and transfer agent, the fund
administrator, the auditors and other service providers retained by the Manager, expenses related to the implementation and on- going
operation of the IRC, brokerage expenses and commissions, any costs associated with the printing and distribution of any documents
that the securities regulatory authorities require be sent or delivered to purchasers of units of the Fund, the fees under any derivative
instrument used by the Fund, the cost of complying with governmental or regulatory requirements introduced after the establishment
of the applicable Fund; extraordinary expenses, any GST/HST on those expenses and any income, withholding or other taxes. Such
expenses also included expenses of any action, suit or other proceedings in which or in relation to which the Manager, the custodian,
the IRC and/or any of their respective officers, directors, employees, consultants or agents is entitled to indemnity by a Fund.
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Subsequent to the acquisition on January 12, 2018, a fixed administration fee is applied that results in a cap on certain operating
expenses of 0.15% of net asset value in respect of Sphere FTSE Canada Sustainable Yield Index ETF, and Sphere FTSE Europe Sustainable
Yield Index ETF and 0.25% of net asset value in respect of Sphere FTSE Emerging Markets Sustainable Yield Index ETF.
Management Fees
Each Fund will pay the Manager a management fee as set forth in the table below based on the average daily NAV of the units of the
Funds. Management Fees are the same for all classes on a fund level. The Manager, in its capacity as manager of each Fund, manages
the day-to-day business of each Fund, including negotiating contractual agreements with service providers and preparing reports to
Unitholders and securities regulatory authorities. The management fee, plus applicable taxes, will be accrued daily and paid monthly
in arrears. The Manager may, from time to time in its discretion, waive all or a portion of the management fee charged at any given
time. Expense payable to the Manager and receivable on expense waived by the Manager are disclosed in the Statement of Financial
Position.
Fund Name

Management Fee (annual rate)

Evolve Active Canadian Preferred Share ETF

0.65% of NAV

Evolve Active Core Fixed Income ETF

0.45% of NAV

Evolve Active Short Duration Bond ETF

0.70% of NAV

Evolve Active US Core Equity ETF

0.70% of NAV

Evolve Automobile Innovation Index ETF

0.40% of NAV

Evolve Blockchain ETF

0.75% of NAV

Evolve Cyber Security Index ETF

0.40% of NAV

Evolve Global Healthcare Enhanced Yield ETF

0.45% of NAV

Evolve Innovation Index ETF

0.40% of NAV

Evolve Marijuana ETF

0.75% of NAV

Evolve North American Gender Diversity Index ETF

0.40% of NAV

Evolve US Banks Enhanced Yield ETF

0.45% of NAV

Sphere FTSE Canada Sustainable Yield Index ETF

0.45% of NAV

Sphere FTSE Emerging Markets Sustainable Yield Index ETF

0.54% of NAV

Sphere FTSE Europe Sustainable Yield Index ETF

0.50% of NAV

Notes:
1.
2.
3.

The management fee is exclusive of applicable GST/HST.
The management fee for Sphere FTSE Canada Sustainable Yield Index ETF was lowered from 0.54% to 0.45% of NAV on January
15th, 2018 following the change in manager from Sphere Investments Inc. to Evolve Funds Group Inc.
The management fee for Sphere FTSE Europe Sustainable Yield Index ETF was lowered from 0.54% to 0.50% of NAV on January
15th, 2018 following the change in manager from Sphere Investments Inc. to Evolve Funds Group Inc.
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The Manager may, in its discretion, agree to charge a reduced management fee as compared to the management fee that it otherwise
would be entitled to receive from the Fund, provided an amount equal to the difference between the management fee otherwise
chargeable and the reduced management fee is distributed periodically by the Fund to the applicable unitholders as a management
fee distribution.
Costs and expenses payable by the Manager, or an affiliate of the Manager, include the initial organization costs of each of the Funds
and the costs of the preparation and filing of the preliminary prospectus and initial prospectus.

5. REDEEMABLE UNITS
The market price quoted on the TSX per unit as at June 30, 2018 is presented in the following table:
Fund Name

TSX Ticker Symbol

Market Price as at June 30, 2018

Evolve Active Canadian Preferred Share ETF (Unhedged)

DIVS

20.64

Evolve Active Short Duration Bond ETF (Hedged)

TIME

19.15

TIME.B

20.34

CAPS

22.04

CAPS.B

23.44

CARS

20.51

Evolve Automobile Innovation Index ETF (Unhedged)

CARS.B

21.70

Evolve Automobile Innovation Index ETF (USD Unhedged)

Evolve Active Short Duration Bond ETF (Unhedged)
Evolve Active US Core Equity ETF (Hedged)
Evolve Active US Core Equity ETF (Unhedged)
Evolve Automobile Innovation Index ETF (Hedged)

CARS.U

24.63

Evolve Blockchain ETF (Unhedged)

LINK

14.93

Evolve Cyber Security Index ETF (Hedged)

CYBR

24.64

CYBR.B

26.61

LIFE

18.27

Evolve Global Healthcare Enhanced Yield ETF (Unhedged)

LIFE.B

19.82

Evolve Innovative Index ETF (Hedged)

EDGE

20.41

Evolve Marijuana ETF (Unhedged)

SEED

16.85

Evolve Cyber Security Index ETF (Unhedged)
Evolve Global Healthcare Enhanced Yield ETF (Hedged)

Evolve North American Gender Diversity Index ETF (Hedged)

HERS

21.24

HERS.B

22.49

CALL

20.45

CALL.B

21.66

Sphere FTSE Canada Sustainable Yield Index ETF (Unhedged)

SHC

12.11

Sphere FTSE Emerging Markets Sustainable Yield Index ETF (Hedged)

SHZ

11.00

Sphere FTSE Europe Sustainable Yield Index ETF (Hedged)

SHE

10.33

Evolve North American Gender Diversity Index ETF (Unhedged)
Evolve US Banks Enhanced Yield ETF (Hedged)
Evolve US Banks Enhanced Yield ETF (Unhedged)

The market price quoted on the NEO per unit as at June 30, 2018 is presented in the following table:
Fund Name
Evolve Active Core Fixed Income ETF (Unhedged)
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Each Fund is authorized to issue an unlimited number of redeemable, transferable units, each of which represents an equal, undivided
interest in the net assets of that Fund. The units of the Funds are denominated in Canadian dollars.
All units of a Fund have equal rights and privileges. Each whole unit is entitled to one vote at all meetings of unitholders and is entitled
to participate equally with respect to any and all distributions made by a Fund to unitholders, other than management fee distributions,
including distributions of net income and net realized capital gains and distributions upon the termination of the Fund. Any special
distributions payable in units of a Fund will increase the aggregate adjusted cost base of a unitholder’s units. Immediately following
payment of such a special distribution in units, the number of units of that Fund outstanding will be automatically consolidated such
that the number of units that each unitholder will hold after such distribution will be equal to the number of units held by such
unitholder immediately prior to such distribution, except in the case of a non-resident unitholder to the extent tax is required to be
withheld in respect of the distribution. Capital gains distributions are automatically reinvested in additional units of the Fund, which
are immediately consolidated so that the NAV per unit remains unchanged. Units are issued only as fully-paid and are non-assessable.
On any trading day, unitholders may exchange the prescribed number of units (or an integral multiple thereof) for baskets of securities
and/or cash. On any trading day, unitholders may redeem units of any Fund for cash at a redemption price per unit equal to 95% of the
closing price for the applicable units on the TSX or NEO (the applicable exchange the units of the Fund being redeemed is trading on)
on the effective day of redemption, subject to a maximum redemption price per unit equal to the NAV per unit on the effective day of
redemption. A right to redeem units of a Fund may be suspended with the approval of the Canadian Securities Administrators.
Transactions in units for each Fund are disclosed in the Fund Specific Note to Financial Statements. The consideration for the purchase
of creation units of a Fund generally consists of the in-kind contribution of a designated portfolio of equity securities constituting a
portfolio sampling representation of the securities included in the relevant Fund’s underlying Index and an amount of cash. Investors
purchasing and redeeming creation units may be charged a purchase transaction fee and a redemption transaction fee to offset
transfer and other transaction costs associated with the issuance and redemption of creation units.
Units issued and outstanding are considered to be capital of the Funds. The Funds are not subject to externally imposed capital
requirements and have no legal restrictions on the issue, repurchase or resale of redeemable shares beyond those included in the
Funds’ prospectus. The capital received by a Fund is managed to achieve its investment objective of the Fund while maintaining
liquidity to satisfy unitholder redemptions.

6. INCOME TAXES
The Funds, except for Evolve Active US Core Equity ETF, Evolve Active Short Duration Bond ETF and Evolve Global Healthcare Enhanced
Yield ETF, qualify or intends to qualify as mutual fund trusts, under the provisions of the Income Tax Act (Canada) (“Act”). As at June 30,
2018, and December 31, 2017, the Evolve Active US Core Equity ETF, the Evolve Active Short Duration Bond ETF and the Evolve Global
Healthcare Enhanced Yield ETF are considered to be financial institutions under the “Act” and are therefore subject to the mark-tomarket rules with respect to their investments that qualify as ’mark to market property’ under the Act. As a result, all realized gains
and losses, and changes in unrealized gains and losses, with respect to mark-to-market property are taxed as income on a yearly basis.
Capital losses and non-capital losses available in the Funds are presented in the Fund Specific Notes to Financial Statements, as
applicable. Capital losses may be carried forward indefinitely and used to reduce future realized capital gains. Non-capital losses
may be used to reduce future net income and capital gains for up to twenty years. The Funds may incur 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 Statement of Comprehensive Income.
Occasionally, distributions by the Funds will exceed the net investment income and taxable capital gains realized by the Funds. To the
extent that the excess is not designated by the Funds to be income for Canadian tax purposes and taxable to holders of redeemable
units, this excess distribution is a return of capital and is not immediately taxable to unitholders.
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