
1 
 

 

Canso Select Opportunities Corporation  

 

Management’s Discussion and Analysis 

For the Three Months Ended June 30, 2024 

Management’s Discussion and Analysis (“MD&A”) provides a review of Canso Select 

Opportunities Corporation’s (“CSOC” or the “Corporation”) interim financial results for the three-

month period ended June 30, 2024 and assesses factors that may affect future results. The 

financial condition and results of operations are analyzed noting the significant factors that 

impacted the interim statements of financial position, interim statements of comprehensive 

income (loss), interim statements of changes in equity, and interim statements of cash flows of 

CSOC. As such, this MD&A should be read in conjunction with the interim financial statements 

and notes thereto. The interim financial statements have been prepared in accordance with 

International Financial Reporting Standards (“IFRS”) to provide information about CSOC.  

  

The following MD&A is the responsibility of management and is dated August 23, 2024.  The 

Board of Directors carries out its responsibility for the review of this disclosure through its Audit 

Committee, comprised of independent directors and CSOC’s Chief Financial Officer.  The Audit 

Committee has reviewed and recommended approval of the MD&A by the Board of Directors.  

The Board of Directors has approved this disclosure.  

 

Business of the Corporation  

  

CSOC is an Ontario-based investment corporation. CSOC’s investment objective is to provide 

capital gains and dividend income to its shareholders. Consistent with these objectives, the 

Corporation evaluates potential investments in debt, public and private equity and other securities.  

The deployment of funds to new investments depends on both the attractiveness of new 

investment opportunities and the availability of capital as generated from the realization of value 

from existing portfolio investments.  The investment portfolio consists of public and private equity 

and debt investments primarily in North America, however, there is no geographic constraint on 

the investment portfolio.  

 

Investment Performance Second Quarter 2024 
 

During the second quarter 2024, the CSOC Class A Multiple Voting Shares and the CSOC Class 

B Subordinate Voting Shares increased in value, respectively, by 2.3% and 1.9% to $5.83 and 

$5.81 per share.   The positive performance in first quarter was due primarily to the corporation’s 

holding in Lysander Funds Class A common shares which were up 3.2%.  In addition to the capital 

appreciation, the Corporation received $392,000 in regular and special dividends from Lysander 

corporation during the quarter.  Gains from Lysander, which represented 53.6% of the portfolio 

as June 30, 2024 more than offset net losses in the balance of the portfolio.   
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Recent Developments  

 

Acquisition of Lysander Shares 

 

On January 13, 2023, CSOC announced the acquisition of 70,000 Class A common shares of 

Lysander at a purchase price of $175 per share for total consideration of $12.25 million.  The 

Corporation issued 2,440,239 Class B subordinate voting shares as consideration for the 

Lysander shares purchased.  An independent committee of the board had previously engaged 

Blair Franklin to provide an independent valuation of the Lysander shares.  

 

In late 2023, CSOC engaged Blair Franklin to obtain an updated independent third-party valuation 

of the Lysander shares.  As at December 31, 2023, Blair Franklin valued the shares at $210, an 

increase of 20% from the initial purchase price for the shares.  Using similar valuation techniques 

CSOC management valued the shares in Lysander at $227 per share, an increase of 3.2% during 

the quarter and 8.1% from year end 2023.  

 

In addition to the capital appreciation, CSOC received $175,000 in regular quarterly dividend 

income from Lysander in April 2024 and a special dividend of $217,000 also in April 2024. 

Subsequent to quarter end CSOC received a regular quarterly dividend of $175,000 and a special 

dividend of $70,000. 

 

The Class A common shares held in Lysander Funds Ltd. (“Lysander”) will remain a core holding 

of the Corporation for the foreseeable future and are expected to generate an important source 

of capital appreciation and dividend income for CSOC in the long term.   

 

 

Market Performance 

 

Equity market performance has been very strong this year with the S&P TSX index up 5.6% and 

the S&P 500 and the NASDAQ are higher by 15.3% and 18.6% respectively through the end of 

June.  Bond indices have had much more muted performance with the U.S. High Yield index up 

2.6%, and the U.S. and Canadian investment grade bond indices flat, and up 1.3%, respectively.  

The corporate bond market in Canada has seen only modest spread tightening through the first 

half of the year.  

The financial experts, central banks and investor consensus have been very wrong about the 

economy and monetary policy. Interest rates are higher than the market expected as monetary 

policy stayed tight through the first half of the year to fight sticky inflation. Most economists and 

financial market “experts” have predicted recession since the yield curve inverted in 2022. That 

recession has not happened, however, there are clearly signs of economic slowdown on both 

side of the border. 

The inverted yield curve has had the bond market predicting recession, falling inflation and 

interest rates for some time. The stock market has disagreed, predicting their good times would 

continue to roll on, with rallies to new highs at any glimmer of easing monetary policy and lower 

interest rates. 

The Bank of Canada cut interest rates twice in June and July by 25 basis points each time with 

the current overnight rate at 4.5%. With the Bank cutting early than the U.S., as expected, the 
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Canadian dollar was under pressure since the beginning of the year.   The U.S. Fed now 

appears set to make its first interest rate cut, which may help ease some of the recent pressure 

on the Canadian dollar.  

 

Outlook  

 

We now believe that higher interest rates are slowing economic activity, as the drop in inflation 

has increased real interest rates. In the U.S. and Canada, with the CPI under 3%, we now have 

positive real short-term interest rates of almost 2%. This has definitely ended the glorious days of 

“free money”, but fiscal policy on the other hand is still very loose. Governments around the world 

are still running deficits and the recent and upcoming elections won’t change that any time soon.  

We will continue to focus on the long-term prospects for income and capital appreciation for the 

investments in the portfolio.  We currently believe that corporate bonds are fairly valued but there 

remain attractive opportunities in several out of favour names, including those held in the portfolio.  

Equities have had a strong run, but positive momentum is likely to continue for the balance of the 

year supported by a robust economy and more accommodative monetary policy.   

 

 

Overall Performance  

 

The Corporation’s ability to generate income and to pay dividends depends on the performance 

of the holdings in its portfolio. Each fixed income and equity investment in the portfolio is unique.  

Portfolio companies vary from early stage start-up enterprises, to private companies in more 

advanced stages of development and publicly traded companies operating in mature industries.   

 

Investments in corporate bonds and preferred shares are based on relative value analysis of the 

security compared with other securities trading in the market available in the market.  CSOC will 

invest in corporate bonds and preferred shares where the yield spread above the relevant 

government benchmark is attractive given the relative risk of the investment.  

 

The performance of equity securities in the investment portfolio depends on a variety of factors, 

which include but are not limited to, economic conditions, interest rates and investor confidence 

as indicated by equity market performance.  In addition, for private equity investments factors 

such as access to capital and improving performance are key factors to long-term success.  

 

For the quarter ended June 30, 2024, CSOC shareholders’ equity increased by $602,175 (June 

30, 2023: ($16,378)). The gain for the second quarter 2024 is based primarily on the stock 

appreciation and dividends received from Lysander, which together amounted to an absolute 

increase of $882,000.  Our holdings in Bird also increased by a significant amount in the quarter 

adding $524,207 in value.  Material detractors from performance were the declines in the value 

of holdings in private equity holding Fibracast (down $318,780) ; Corus Entertainment bonds 

(down $260,250:; and, public equity holding New Horizon (down $233,027).  The remainder of 

the portfolio had a number of positive and negative performers, which collectively had an 

immaterial impact on the portfolio. 

 

On a per unit basis, the class A shares gained $0.13 and class B shares gained $0.11. 
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Summary of Investment Portfolio  

  

Investment Activity in Second Quarter 2024 

 

During the first quarter, we more than doubled our holdings in Cineplex, purchasing 80,000 

share at an average cost of $7.32.  The stock ended the quarter at $8.22.   We also sold all of 

our holdings in the Spirit Aerosytems and American Airlines bonds and covered in the shorted 

U.S. Treasury bonds that were hedging the interest rate risk. Finally, we added about a 0.4% 

position in the unsecured bonds of Hertz Corporation.  
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Investment Performance 

 

Gains in the values of Lysander (up 3.2%), along with several public equities Bird Construction 

(up 43.9% in the quarter), Cineplex (up 11.5%), and Manulife (up 7.7%) accounted for the positive 

performance in the quarter, which more than offset underperformance in the Corus corporate 

bond (down 46.3%) private equity Fibracast (down 84.4%), and public equities New Horizon 

(down 76.1%), Hertz (down 55%), MDA (down 7.7%), and Yellow Media (down 7.4%).  Other 

equity and fixed income securities held in the portfolio had rather immaterial positive or negative 

effects on performance.  

 

We believe the portfolio is well positioned to generate attractive investment returns in 2024 and 

beyond, anchored by its investment in Lysander Funds, together with a diversified portfolio of 

bond and equity holdings.  

 

Detailed Investment Portfolio 

 

CSOC’s corporate structure provides a permanent capital base allowing the realization of value 

from its existing portfolio over time. We have modified the discussion around the portfolio to 

provide more granular detail around our public and private investments to give investors a better 

sense of the opportunities and risks in the portfolio.  We begin with a review of the private 

investments which form the largest portion of the portfolio followed by a discussion of public equity 

and fixed income investments.   

 

The table below summarizes CSOC’s investments into Private and Marketable securities.  A full 

list of securities held is listed in the subsequent table.  

 

  
 

 

June 30, 2024
Description     Average Cost $   Fair Value $   % of Portfolio
Cash and Marketable Securities 113,348$            113,408$                0.4%

Private Investments

Common Equity Held Long 13,578,154$       16,497,243$           55.7%
Private Fixed Income 1,266,585$         1,078,923$             3.6%
Private Preferred Shares 928,567$            765,379$                2.6%

Total Private Investments 15,773,306$       18,341,545$           61.9%

Marketable Investments

Marketable Fixed Income 2,566,182$         2,383,883$             8.0%
Fixed Income Held Short (514,437)$           (505,417)$              (1.7%)
Common Equity Held Long 11,419,107$       7,373,250$             24.9%
Preferred Shares 1,779,584$         1,940,491$             6.6%
Total Marketable Investments 15,250,436$       11,192,207$           37.8%

Total Marketable and Private Assets 31,137,090$       29,647,160$           100.0%
Other Assets, Net of Liabilities 88,370$                   

CSOC's Investments at Fair Value 29,735,530$            
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Private Equity Investments 

 

Private equity investments represented 55.6% of the portfolio at June 30, 2024, with Lysander 

being the largest single investment in the portfolio at about 53.6%. 

 

CSOC obtained an independent third-party valuation on Lysander shares and will do so on an 

annual basis in future.  A formal valuation was completed by Blair Franklin Capital Partners dated 

December 31, 2023, which valued the shares at $210, an increase of 20% from the price paid for 

the shares at acquisition.  The June 30, 2024 valuation of $227 per share was prepared by 

management using the same valuation techniques used by Blair Franklin.  

 

During the first quarter 2024, Lysander assets under management increased by 7.1% to just over 

$18 billion, which drove growth in revenues, earnings and cash flow, which in turn has supported 

higher dividends.  Given the positive outlook for the business, we believe Lysander is well 

positioned to increase dividends in time.  The expected dividends from Lysander should more 

than cover the current normalized operating expenses of CSOC estimated at less than $300,000 

per annum.  

 

Prior to the acquisition of shares, Lysander’s normalized quarterly dividend was $1.50 per share 

which has since been increased to $2.50 per share.  During the quarter Lysander paid a special 

dividend of $3.10 per share in addition to the regular dividend of $2.50 per share, for shareholders 

of record on March 31, 2024.  

 

If the regular dividend of $2.50 per share is maintained CSOC would receive approximately 

$700,000 in annual dividends from Lysander per annum.   

 

 

Shares in Brill Power were also down materially in the quarter as the company struggled with 

manufacturing issues leading it to raise new capital at a much lower valuation.   We are 

encouraged by positive operating performance at each of Brill Power and Portfolio HiWay. 

 

Private Fixed Income Investments 

 

At June 30, 2024, private fixed income investments represented 3.6%, of CSOC’s invested 

assets, down from 5.6% at year end 2023.  The convertible notes held in Horizon Aircraft at year 

end 2023 were converted into common equity of New Horizon Aircraft on completion of its reverse 

take-over of Pono Capital III in January 2024.  Other positions were bought and sold as detailed 

above.  

 

There were no changes in the valuations of other private fixed income investments during the 

quarter.   

 

 

Private Preferred Share Investments 

 

At June 30, 2024, private preferred share investments represented 2.6% of CSOC’s net assets.  

There were no changes in the valuations of other private fixed income investments during the 

quarter. 
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Marketable Equity Investments 

 

At June 30, 2024 public equity investments represented 24.9% of the portfolio, with the largest 

holdings in Bird Construction (5.8%), Cineplex (4.2%), Manulife (4.0%), Yellow Pages (2.9%), and 

MDA Ltd. (2.9%).    

 

Positive performance was driven by unrealized gains in the share prices of Bird Construction (up 

43.9% in the quarter), Cineplex (up 11.5%), and Manulife (up 7.7%). These gains more than offset 

underperformance in New Horizon (down 76.9%), Hertz (down 55%), MDA (down 7.7%) and 

Yellow Media (down 7.4%).  Other smaller holdings had an immaterial affect on the portfolio.  

 

Marketable Fixed Income Investments 

 

At June 30, 2024, marketable fixed income investments (net of government securities shorted) 

represented 6.3% of CSOC’s invested assets.  Overall public bond positions made a modest 

positive contribution to performance.   

 

Marketable Preferred Share Investments 

 

At June 30, 2024, marketable preferred share investments represented 6.6% of CSOC’s invested 

assets.  The preferred shares held in M-Split corporation were up 3.2% during the quarter.   These 

preferred shares are hybrid security instruments that are leveraged to the price of Manulife 

common stock.   
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Summary of Quarterly Results 

 

The following table shows selected financial information about CSOC for the most recently 

completed eight quarters of the Corporation:  

 

 

 
 

The variations shown in the table above relate to the timing of investment decisions and do not 

reflect any general trends or seasonality. For each quarterly period, the financial data has been 

prepared in accordance with IFRS and the Canadian Dollar has been the presentation and 

functional currency. 

 

  

Discussion of Operations  

  

See “Investment Activity and Performance” above.  

 

CSOC Tax Status 

 

On September 4, 2018, Canso Select Opportunities Fund (the “Fund”) completed a plan of 

arrangement (the “Arrangement”) with the Corporation whereby the Corporation issued Class A 

Multiple Voting Shares and Class B Subordinate Voting Shares of CSOC in exchange for the 

outstanding units of the Fund and the Fund became a wholly-owned investment of CSOC. 

 

The Fund has a pool of tax loss carry forwards that can be utilized to shelter gains of the Fund so 

long as the trust continues to be maintained and certain other conditions are met. If the Fund were 

to be wound-up into CSOC at a time when it had losses, such losses would expire unutilized. 

Consequently, the current intention is to maintain the continued existence of the Fund until such 

time as all or substantially all of the losses of the Fund are utilized, or so long as the benefits 

Description 30-Jun-2024 31-Mar-2024 31-Dec-2023 30-Sep-2023 30-Jun-2023 31-Mar-2023 31-Dec-2022 30-Sep-2022

Total Revenue $2,513,307 $1,800,033 $3,067,904 $300,770 $268,773 ($510,815) $71,413 ($210,696)

Total Revenue 

Per Share $0.48 $0.34 $0.59 $0.06 $0.05 ($0.10) $0.03 ($0.08)

Realized Gains 

(Losses) ($826) ($826) ($35,606) ($2,280) $0 $52,169 $200,381 $49,943Realized Gains 

(Losses) Per 

Share ($0.00) ($0.00) ($0.01) ($0.00) $0.00 $0.01 $0.07 $0.02

Unrealized 

Gains (Losses) $1,943,085 $1,623,150 $2,654,955 $115,711 $87,987 ($558,562) ($121,315) ($255,414)Unrealized 

Gains (Losses) 

Per Share $0.37 $0.31 $0.51 $0.02 $0.02 ($0.11) ($0.04) ($0.09)Total 

Shareholders' 

Equity $30,366,911 $29,764,736 $28,239,244 $25,593,112 $25,358,365 $25,374,742 $13,606,074 $13,565,387

Equity per Class 

A Share $5.83 $5.70 $5.41 $4.89 $4.82 $4.81 $4.90 $4.88

Equity per Class 

B Share $5.81 $5.70 $5.41 $4.91 $4.88 $4.88 $4.90 $4.88
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associated with maintaining and utilizing such losses (e.g., current and potential cash tax savings) 

outweighs the cost of maintaining the Fund. As the holding period for many of these investments 

of the Fund is measured in years, and the Fund has tax losses, the “transitional period” could be 

a year or more.  

  

Liquidity 
 

Liquidity risk is managed by maintaining a portion of the Corporation’s assets in investments 

traded in an active market that can be readily sold. All liabilities of the Corporation are due within 

one year, other than the shorted Government of Canada bond.   

  

The securities of the Corporation are listed on the TSX Venture Exchange under the ticker 

CSOC.A and CSOC.B.  

 

 

Subsequent Events  

 

The company received a regular quarterly dividend of $175,000, and a special dividend of $70,000 

from Lysander Funds in July 2024.   

 

Capital Resources   

  

CSOC has no commitments for any capital expenditures as of June 30, 2024.   

  

Off-Balance Sheet Arrangements  

  

CSOC does not have any off-balance sheet arrangements.   

 

Changes in Accounting Policies Including Initial Adoption 

 
There were no changes during the period ending June 30, 2024 to the Corporation’s accounting 
policies. The Corporation’s accounting policies for its financial instruments are disclosed in detail 
in Note 2 of the Annual Audited Financial Statements.    

 
Financial Instruments and Other Instruments 

 
For the period ended June 30, 2024, CSOC continued to have the capability to hold derivatives 

and short positions in an investment portfolio in accordance with its investment mandate. At 

quarter-end CSOC held short positions in one Government of Canada bond.   These short 

positions were held to hedge the interest rate risk on three corporate bond positions.   The 

Corporation also held three warrants in two companies valued at Nil, that were issued by the 

respective companies. The list of all associated risks is disclosed in detail in Notes 3 and Note 11 

of the 2023 Annual Audited Financial Statements.    

 

Transactions between Related Parties  

  

CSOC has an operational services agreement with Canso Investment Counsel Ltd. ("Canso") 
that was originally entered into on August 1, 2018. The operational services agreement sets out 
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that Canso will provide the day-to-day operational services to carry out the business affairs of 
CSOC. Under the terms of the agreement, there were no fees payable for services provided by 
Canso to CSOC for the first 24-month period and the term could be extended at 12-month 
periods as agreed to between the parties. On August 1, 2022, the parties agreed to extend the 
no fee arrangement for another 12-month term ending on July 31, 2023. Subsequently, this 
service agreement was extended to July 31, 2024. The agreement is expected to be renewed 
again for another 12 months. There were no management fees charged for the period ended 
June 30, 2024 (June 30, 2023 – $Nil).  
 
On January 13, 2023, CSOC purchased 70,000 Class A common shares of Lysander Funds 
Limited (“Lysander”) from Canso Fund Management Ltd. (“CFM”), a company under common 
control, by issuing to CFM 2,440,239 Class B Subordinate Voting Shares of CSOC pursuant to 
a share purchase agreement dated October 17, 2022 (the "Transaction"). The consideration is 
$12.25 million. Following the Transaction, CFM holds approximately 68% of CSOC’s 
outstanding Class B Subordinate Voting Shares, which represents a voting position of 4.7%. 

 

Further information on the transaction, the background and approval process can be found at the 

following link.  Notice of Meeting and Management Information Circular - Nov 30 2022 - Final.pdf 

(selectopportunitiescorporation.com) 

 
 

Disclosure of Outstanding Share Data  

  

As at June 30, 2024, there were 1,511,994 Class A Shares and 3,706,443 Class B Shares of the 

Corporation outstanding.   

 

Litigation 

  

The Corporation may become party to litigation from time to time in the ordinary course of 

business which could adversely affect its business. Should any litigation in which the 

Corporation becomes involved be determined against the Corporation, such a 

determination could adversely affect the Corporation’s performance and the market price for 

the Corporation’s securities.  

  

In August 2021, a proposed class action complaint was brought in the Superior Court of the State 

of California relating to the sale of BZ Holdings, Inc. (“BZ”), a Delaware corporation, to Centerfield 

Media Parent, Inc., which was accomplished by merger approved by BZ’s board of directors in 

December 2020.  The proposed representative plaintiffs are three former common shareholders 

of BZ, purporting to represent a class of other common shareholders.  As a result of the merger 

transaction, which was managed and approved by a special committee of the BZ board of 

directors, who were advised by sophisticated U.S. legal counsel and an investment banking 

advisor, the preferred shareholders recovered some, but not all of their investments, and the 

common shareholders did not receive any compensation. The defendants named in the complaint 

are BZ’s board of directors, certain officers of BZ, BZ’s financial adviser, and certain preferred 

shareholders who the plaintiffs allege promoted and approved the merger. CSOC, was a preferred 

shareholder of BZ and CDS & Co. is named in the complaint as the registered holder of CSOC’s 

preferred shares.  CDS & Co. has not been served with the complaint.  Upon motions by the other 

defendants, on February 22, 2022, the court stayed the lawsuit on jurisdictional grounds.  The 

https://www.selectopportunitiescorporation.com/app/uploads/2022/12/22-30193-1_464648_Canso-Investment-Counsel_Circular-CJ_1-60_V1.pdf
https://www.selectopportunitiescorporation.com/app/uploads/2022/12/22-30193-1_464648_Canso-Investment-Counsel_Circular-CJ_1-60_V1.pdf
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Corporation denies the allegations in the complaint and, if necessary, will vigorously defend the 

action. 

    

Other MD&A Requirements  

  

Additional information relating to the Corporation is available on SEDAR at www.sedarplus.ca. 

 
 

FORWARD-LOOKING STATEMENTS  
This report may contain forward-looking statements and information within the meaning of applicable securities 

legislation. Forward-looking statements can be identified by the words “seeks”, “expects”, “believes”, “estimates”, “will”, 

“target” and similar expressions. The forward-looking statements reflect the current expectations of CSOC regarding 

future results or events and are based on information currently available to it. Certain material factors and reasonable 

assumptions were applied in providing these forward-looking statements. All forward looking statements in this press 

release are qualified by these cautionary statements.  CSOC believes that the expectations reflected in forward-looking 

statements are based upon reasonable assumptions; however, CSOC can give no assurances that the actual results 

or developments will be realized. These forward-looking statements are subject to several risks and uncertainties that 

could cause actual results or events to differ materially from current expectations. Readers, therefore, should not place 

undue reliance on any such forward-looking statements. Further, a forward-looking statement speaks only as of the 

date on which such statement is made. CSOC undertakes no obligation to publicly update any such statement or to 

reflect new information or the occurrence of future events or circumstances except as required by securities laws. These 

forward-looking statements are made as of the date of this report.  

  

Additional information about CSOC is available under its SEDAR profile at www.sedarplus.ca.    


