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Canso Select Opportunities Fund 
Management’s Discussion and Analysis 

Annual Management’s Discussion & Analysis

During the year ended December 31, 2016, Canso Select Opportunities Fund (the “Fund”), the 
proposed predecessor entity of Canso Select Opportunities Corporation (“NewCo”), operated as a 
closed end investment fund.  The following management’s discussion and analysis (“MD&A”) 
reports the results of the activities of the Fund for the applicable financial year ends. 

This MD&A is dated as of April 6, 2018. 

The Fund, NewCo’s proposed predecessor, prepared its financial statements in accordance with 
International Financial Reporting Standards (“IFRS”). In order to provide additional insight into 
the business and to provide investors with supplemental measures of its operating performance 
that may not otherwise be apparent when relying solely on IFRS financial measures, the Fund uses 
certain non-IFRS measures, including “Per Unit” or “Management Expense Ratio”. These 
measures are provided as additional information to complement IFRS measures by providing 
further understanding of the Fund’s results of operations from Lysander Funds Limited’s (the 
“Manager”) perspective. In the opinion of the Manager, per unit measures are generally more 
informative than total dollar measures because the number of units of the Fund outstanding have 
significantly declined for the last two years for reasons largely beyond the control of the Manager. 

The management expense ratio for a class of units of an investment fund is a ratio calculated by 
dividing the total expenses attributable to that class of shares (excluding distributions, 
commissions and other portfolio transaction costs) for the stated period expressed as an annualized 
percentage of daily average net asset value (“NAV”) during the period. The ratio is a measure used 
to understand the cost of ownership of a fund. In addition, as it is a standard measure used by 
investment funds, it allows unitholders to compare the cost of ownership among different 
investment funds. 

Overall Performance 

Economic Factors 

Despite a very rocky start to 2016 and a shocking affirmative vote for Brexit in mid-2016, U.S. 
markets ended the year higher following the election of Donald Trump in November 2016. Under 
a Trump administration, the expectation is for tax cuts, increased infrastructure spending and 
higher government deficits. In addition, with the low unemployment rate and inflation trending 
higher in the U.S., the U.S. Federal Reserve raised the target range for its federal funds rate by a 
quarter-point in December 2016 to 0.5%-0.75%. The U.S. Federal Reserve also set the stage for 
further rate increases in 2017. 

These policies have been viewed by the market as positive economically, but also inflationary for 
the U.S. and as a result, both credit and equity markets rallied strongly in the fourth quarter of 
2016. In the bond markets, narrower credit spreads were offset by higher interest rates in most 
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major markets globally. Rising bond yields pushed bond prices down, with the biggest effect on 
bonds with longer maturities. Overall, yields on Canadian bonds rose roughly 0.5% from very low 
levels.  

High yield bonds recovered strongly in 2016 from a weak year in 2015.  Energy-related high yield 
bonds led the sell-off in 2015 as the price of oil dropped rapidly, which dragged other high yield 
bonds down due to redemptions.  This continued through the first part of 2016 and was further 
exacerbated by Brexit.  As oil prices recovered and the economic outlook continued to improve 
globally, the second half of 2016 saw a strong reversal.  Returns on high yield bonds were strong 
with the DEX High Yield index up 16.9% and the Merrill Lynch High Yield index up 17.5% 
during 2016.  

Equity markets were equally volatile in 2016, but ended the year with a solid showing.  The 
S&P/TSX Composite Index was up 21.3%, while the Dow, NASDAQ and S&P 500 indices were 
up 16.5%, 7.3% and 12% respectively.  The MSCI EAFE index was much weaker with a negative 
return of 1.9% (measured in Canadian dollars), driven by weak equity markets in Europe.  The 
Canadian dollar also gained versus the U.S. dollar which had a negative impact on the Fund’s 
foreign holdings. 

Specific Factors 

In 2016, the Fund’s operating income increased materially to $4.2 million from a loss of $3.1 
million in 2015.  Interest for distribution purposes declined by 14% during the year from $3.2 
million in 2015 to $2.8 million in 2016, and dividend income declined by 24% in 2016, primarily 
due to the $21.6 million redemption in May 2016 (see “Effect of Redemptions”), which resulted 
in lower fixed income and equity holdings.  Despite the decline in interest income for the year, 
overall fund performance was much stronger in 2016 compared to 2015 due to strong performance 
of equity holdings in the portfolio.  Combined unrealized and realized gains improved significantly 
to $0.65 million in 2016 from a loss of $7.35 million in 2015  

At the beginning of 2016, the Fund held about 82% of its assets in equity securities and so 
benefitted from strong stock markets. The Fund held a large number of individual securities and 
so there were a large number of contributors to the overall result and these varied from material to 
immaterial. 

Public Investments 

Although realized losses were small during the year at $45,334, there were several material 
positive and negative contributors as follows: Yellow Pages Limited (“Yellow”) ($1.1 million 
gain), Imvescor Restaurant Group Inc. (“Imvescor”) ($0.5 million gain), Apple Inc. (“Apple”) 
($0.4 million gain); Purch Group, Inc. (“Purch”) (gain of $0.30 million); Bombardier Inc. 
(“Bombardier”) ($1.1 million loss), Royal Bank of Scotland Group PLC (“RBS”) ($0.85 million 
loss), and a short position in Home Capital ($0.49 million loss). There were several other smaller 
realized gains and losses during the year in the range of $50,000 to 200,000.   The realized gains 
and losses during the year occurred in the second quarter when equities were sold to raise cash for 
the March 2016 redemption. See “Effect of Redemptions”.  
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There were several strong performers during the year that led to significant unrealized gains.  There 
were also several unrealized losses during the year that largely offset the unrealized gains, resulting 
in net change in unrealized gains for the year of just $0.8 million. The material unrealized gains 
were as follows:  Sallie Mae Corporation ($2.2 million gain); Hubba Inc. Preferred Shares Class 
A Series 4 ($1.4 million gain); Imvescor Group ($0.99 million gain); Bombardier ($0.96 million 
gain); Yellow ($0.5 million gain); Potash Corporation of Saskatchewan ($0.4 million gain); and, 
Manulife Financial Corp. ($0.55 million gain).  The unrealized gains on Imvescor and Bombardier 
were in addition to the realized gains/loss noted in the paragraph above. Unrealized losses during 
the year included: Unicredit Spa ($1.8 million loss); Second Cup Ltd. ($1.1 million loss); 
Commerzbank ($1.5 million loss); RBS ($2.1 million loss); and a short position in Genworth MI 
Canada Inc. ($0.34 million loss).  There were several other smaller unrealized gains and losses 
during the year in the range of $50,000 to 200,000.    

The Fund’s fixed income holdings were a smaller percentage of the portfolio and were about 28% 
of the Fund at the beginning of the year. An investment strategy in that component of the Fund 
was to pair up long positions in corporate bonds with short positions in Government of Canada 
bonds. This made the result of this strategy dependant on changes in the difference in yield (or 
“spread”) of the two types of bonds. In 2016, this strategy did not lead to any material gains or 
losses in the portfolio. 

Private Investments 

The Fund’s holdings in private investments were 20.5% of the portfolio as at December 31, 2016, 
up 2 percentage points from 18.5% of the portfolio at the beginning of the year.  The holdings as 
well as changes, and unrealized gains/losses in private investments are detailed in the table below.  
The changes in private holdings during the year were due to: 1) the annual redemption in March 
2016 (see also “Effect of Redemptions”); 2) the increase in value of the Hubba Inc. preferred 
shares; and, 3) the partial offsetting by currency conversion rates.  

Fair Value at 

December 31, 2015

Fair Value at 

December 31, 2016 Net Change

Private Debt Holdings

Telepath Networks Inc. - Series 2010A 7.00%, 

2018/03/31 1,384,000 1,341,050 -42,950

Xplornet Comm Inc. Senior Unsecured 13% 4,530,288 5,003,415 473,127

Private Equity Holdings

Hubba Inc. Preferred Class 'A'  Series 4 3,401,863 4,806,173 1,404,310

Purch Group Inc. Preferred, Series 'C' 

(TechMediaNetwork) 7,090,010 2,280,289 -4,809,721

Xplornet Comm Inc. Warrants Series C 

October 25, 2023 (1) - 30 30

   Total Change in Holdings -2,975,204
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Telepath Networks Inc. (“Telepath”) is a private debt investment denominated in U.S. dollars 
which is valued using the private placement financing technique.  The investment accounted for 
2% of the portfolio at December 31, 2016.  The position is marked at book value in U.S. dollars, 
with the net loss of $42,950 attributable to exchange rates.  

Hubba Inc. (“Hubba”) is a significant private equity holding, accounting for 7.3% of portfolio 
holdings at December 31, 2016.  We have used the private placement financing technique for 
Hubba using the Canadian dollar equivalent price (in effect at the time) of the Series B Preferred 
Share financing completed by the company in November 2016.  This resulted in an unrealized gain 
of $1.4 million as at the end of 2016. 

Purch is a private company incorporated in the State of Delaware. Purch is a digital content and 
services company focused on helping people make smarter purchases.  Purch accounted for 3.5% 
of total portfolio holdings at December 31, 2016.  During the year, the Fund sold 742,400 preferred 
shares of Purch to fund redemptions (see also “Effect of Redemptions”).  The price per share 
remained unchanged throughout the year at US$4.61.  The above change in holdings was a result 
of changes in the USD/CAD exchange rate in addition to the sale of shares. 

Xplornet Communications Inc. (“Xplornet”) is a private Canadian telecommunications operator, 
which provides internet services primarily to rural areas throughout Canada.  The holdings in 
Xplornet bonds increased by $473,127 during the year as more bonds were purchased, partially 
offset by a 3% reduction in the price of the bonds. The Xplornet warrants were received in 
conjunction with the bonds and are convertible to common equity of Xplornet.     

Effect of Redemptions 

The Fund allows unitholders to redeem their units at the NAV per unit on an annual basis every 
May. In May 2016, unitholders redeemed about $21.6 million (about 27% of the NAV). This 
resulted in Canso Investment Counsel Ltd. (“Canso” or the “Portfolio Manager”), the Fund’s 
portfolio manager, having to sell assets to raise cash to pay for the redeemed units. This resulted 
in an increase in concentration in certain less-liquid public equity positions, including a moderate 
increase in private investments in the portfolio (see also “Private Investments”), which are also 
less liquid. In addition, the timing of the redemption resulted in the Portfolio Manager having to 
sell positions when prices were generally weak for both bonds and equities.  The Fund realized 
significant losses in 2016 on the sale of four equities as a result of having to fund the redemptions: 
Bombardier (loss of $1.1 million), Royal Bank of Scotland plc (loss of $0.85 million), Unicredit 
Spa (loss of $0.2 million), and Commerzbank (loss $0.2 million).   

These redemptions and resulting asset sales led to a 14% decline in interest for distribution 
purposes for the year from $3.26 million in 2015 to $2.80 million in 2016, although it is very 
important to point out that the impact of this at the unitholder level was substantially lower because 
the lower interest income was spread across a lower number of units.  Annual redemptions of the 
Fund may materially impact the Fund’s performance. 
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Selected Annual Information 

The following table sets out selected financial data of the Fund for the three most recently 
completed financial years (refer to the financial statements of the Fund for more detail). 

2016 ($) 2015 ($) 2014 ($) 

Total operating income 4,238,319 (3,066,604) 19,745,684 

Total net operating 
expenses 

2,312,769 2,784,960 6,018,850 

Change in net assets 1,925,550 (5,851,564) 13,726,834 

Net assets at year end 64,950,969 88,415,984 102,641,180 

Distributions to unitholders (3,749,323) (12,347,621) (4,616,522) 

Cost of units redeemed (22,015,677) (4,749,773) (10,145) 

The main reason for the higher total operating income in 2016 versus 2015 was the substantial 
increase in the unrealized gain on the Fund’s holdings, which more than offset a material decline 
in realized gains during the year.  This was partially offset by lower interest and dividend income 
due to the reduced assets in the Fund after the annual redemption. Operating expenses and 
distributions to unitholders were also reduced in 2016 due to the lower number of outstanding 
units. 

In 2016, operating income was $4.2 million due to interest income of $2.8 million, dividend 
income of $781,845 and change in unrealized gains on investments of $809,174 on the Fund’s 
investments, and a foreign exchange gain of $15,062. This was partially offset by realized losses 
of $45,334 on assets that were sold and other losses of $126,663.  

Per Unit Information 
Class A Units(1)(2)(6)

December 31, 2016 
($) 

December 31, 2015 
($) 

December 31, 2014 
($) 

Total revenue 0.48 0.47 0.66 

Realized gains(losses)(3) (0.02) 2.04 0.20 

Unrealized gains (losses) (3) 0.10 (2.85) 1.27 

Net assets, end of year 9.96 9.91 11.09 

Management expense 
ratio(4)

2.04% 1.49% 4.35% 

Total Distributions(5) (0.50) (1.37) (0.50) 

Notes: 
(1) For additional information, please see the Annual Management Report of Fund Performance dated as at 
December 31, 2016, as filed on SEDAR. 
(2) All information above is presented on a per unit basis. 
(3) From operations. 
(4) The management expense ratio is based on the total expenses of the period ended and is expressed as an 
annualized percentage of daily average NAVs during the period.  
(5) Net assets and distributions are based on the actual numbers of units outstanding at the relevant time. The 
increase (decrease) in operations is based on the weighted average number of units outstanding over the financial 
period. This table is not intended to be a reconciliation of beginning to ending net assets per unit. Distributions in 2016 
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were paid in cash. Total distributions in 2015 were paid in cash ($0.50/unit) and the remainder was paid as a special 
non-cash distribution. 
(6) The per unit figures presented in the 2016, 2015 and 2014 periods are referenced to net assets determined in 
accordance to IFRS. 

Class F Units(1)(2)(6)

December 31, 2016 
$ 

December 31, 2015 
$ 

December 31, 2014 
$ 

Total revenue 0.49 0.49 0.69 

Realized gains (losses)(3) (0.02) 2.15 0.20 

Unrealized gains (losses) (3) 0.14 (2.96) 1.31 

Net assets, end of year 10.31 10.24 11.43 

Management expense ratio(4) 2.04% 1.47% 3.88% 

Total Distributions(5) (0.50) (1.46) (0.50) 

Notes: 
(1) For additional information, please see the Annual Management Report of Fund Performance dated as at 
December 31, 2016, as filed on SEDAR. 
(2) All information above is presented on a per unit basis. 
(3) From operations. 
(4) The management expense ratio is based on the total expenses of the period ended and is expressed as an 
annualized percentage of daily average NAVs during the period. 
(5) Net assets and distributions are based on the actual numbers of units outstanding at the relevant time. The 
increase (decrease) in operations is based on the weighted average number of units outstanding over the financial 
period. This table is not intended to be a reconciliation of beginning to ending net assets per unit. Distributions in 2016 
were paid in cash. Total distributions in 2015 were paid in cash ($0.50/unit) and the remainder was paid as a special 
non-cash distributions. 
(6) The per unit figures presented in the 2016, 2015 and 2014 periods are referenced to net assets determined in 
accordance to IFRS. 

Discussion of Operations 

The Fund’s net asset value increased in the fourth quarter of the year ended December 31, 2016, 
with strength in its equity and corporate bond holdings, compared to a decrease in the net assets 
of the Fund at December 31, 2015. The Class A units returned 6.34% and the Class F units returned 
6.33% for the year ended December 31, 2016. At year-end, the Fund had over 72% of its net assets 
invested in equities compared to over 80% for the year ended December 31, 2015. In addition, the 
Fund held roughly 31.3% of its net asset value in short positions as at December 31, 2016. These 
primarily consisted of short positions in Government of Canada and US Treasury bonds.   

The net assets of the Fund were $65.4 million at December 31, 2016 from $88.4 million at the 
beginning of the year. This was due to cash distributions of $3.8 million and redemptions of $23.4 
million offsetting the positive performance of the Fund. 

There were changes to the membership of the Fund’s Independent Review Committee (“IRC”). 
Merri Jones resigned on November 28, 2016. 
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Summary of Semi-Annual Results 

The following table provides information, in summary form, derived from the Fund’s annual and 
semi-annual financial statements since June 30, 2014: 

31-Dec-16 30-Jun-16 31-Dec-15 30-Jun-15 31-Dec-14 30-Jun-14 

Total operating 
income    

$13,782,122 -$9,543,803 -$12,996,680 $9,930,076 $8,499,491 $11,246,193 

Profit Or Loss From 
Continuing Operations 

$12,949,099 -$11,023,549 -$12,593,531 $6,741,967 $5,325,275 $8,401,559 

Note: The financial data has been prepared in accordance with IFRS. 

The main reason for the negative operating income for the six months ended June 30, 2016 and 
the six months ended December 31, 2015 is the large unrealized losses incurred on many of the 
holdings of the Fund. The large operating income for the six months ended December 31, 2016 is 
a result of unrealized gains on many of the Fund’s holdings.  

Liquidity 

The Fund is a closed-end investment fund which was created to hold a portfolio of securities 
comprised of global debt and equity securities. Redemptions can only occur monthly, at a discount 
to NAV, or annually at NAV. Liquidity risk is managed by investing a significant portion of the 
Fund’s assets in investments that are traded in an active market and that can be readily sold. All 
liabilities of the Fund are due within one year. The Class A units of the Fund are listed on the TSX 
under the ticker SCW.UN.  These Class A units have daily liquidity. 

Capital Resources  

The Fund had no commitments for any capital expenditures as of December 31, 2016. 

Off-Balance Sheet Arrangements 

The Fund did not have any off-balance sheet arrangements as of December 31, 2016.

Transactions between Related Parties 

The Manager provides or arranges for the provision of all general management and administrative 
services required by the Fund in its day-to-day operations, including but not limited to, calculating 
and reporting the NAV of the Fund and its classes, preparing all offering documents, unitholder 
recordkeeping and other administrative services. The Manager receives a management fee for 
these services. The fee is calculated based on a percentage of the NAV of the Fund. 

The Fund paid $663,016 (excluding HST) in management fees to the Manager for the year ended 
December 31, 2016 (December 31, 2015 - $992,152).  The reduction in management fees was the 
result of a lower NAV of the Fund at the end of the year.  
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The Manager is also entitled to receive a performance fee from the Fund (the “Performance Fee”) 
under certain conditions. For the year ended December 31, 2016, the Performance Fee accrued 
payable by the Fund was Nil (December 31, 2015 - Nil). 

The Portfolio Manager is responsible for all investment advice provided to the Fund including 
providing investment analysis and recommendations, making investment decisions and arranging 
for the acquisition and disposition of portfolio investments. Fees for providing these services is 
included in the management fee. The Manager will also pay to Canso a percentage of any 
Performance Fee that the Manager receives from the Fund, such percentage to be agreed upon 
between the Manager and the Portfolio Manager from time to time. 

The Manager paid $331,508 (excluding HST) to the Portfolio Manager for the year ended 
December 31, 2016 (December 31, 2015 - $516,675) including crystallized Performance Fees, as 
applicable. 

Proposed Transactions  

As at the year ended December 31, 2016, there was no proposed transactions involving the Fund. 

Changes in Accounting Policies including Initial Adoption 

As at the year ended December 31, 2016, there were no changes in the Fund’s accounting policies. 

Financial Instruments and Other Instruments 

For the year ended December 31, 2016, the Fund held long and short positions in an investment 
portfolio in accordance with its investment mandate. At the end of the year, the Fund held long 
positions of 131% of the NAV of the Fund and short positions that were 31% of the NAV of the 
Fund. The list of all positions is disclosed in its annual financial statements as disclosed on 
SEDAR.   

Disclosure of Outstanding Unit Data 

As at December 31, 2016, there were 5,962,769 Class A units and 539,581 Class F units of the 
Fund outstanding.   

Statement of Investment Portfolio 

Attached as Schedule A is the statement of investment portfolio of the Fund as at December 31, 
2016. 

Other MD&A Requirements 

Additional information relating to the Fund, including the Fund’s Annual Information Form, is 
available on SEDAR at www.sedar.com.  
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Schedule A – Schedule of Investment Portfolio 
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