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Dear Partners,

Since inception in October 2014, LionGuard Performance Fund (“Fund”) delivered annualized net
return of 13.12% and cumulative net return of 300.26%. For the latest year, 2025, the Fund was
down by 6.51%. We believe that Fund’s mark-to-market impact, in the second half of 2025, has
been exacerbated and look forward to benefiting from prevailing mispricings and market
inefficiencies. Please refer to the rest of report for details.

Exhibit 1: Investment Performance
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Market Review: 2025

2025 was a year in which market outcomes were largely dictated by tariffs shocks, Al narrative,
commodity price movements, sector rotations, short-term fear and euphoria, and investor
positioning rather than by true incremental changes in underlying business value. In our opinion,
this divergence between price action and intrinsic value was especially pronounced in Canada,
where headline index returns were largely driven largely by gold equities and large-cap banks.

We have heard from several independent sources across the investment landscape that 2025
was among the most difficult years to outperform the benchmark, for investors committed to
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investing in high-quality businesses at attractive valuation levels. Based on market quotations for
many businesses we know well, we believe this assessment is quite accurate. In numerous cases,
share prices declined materially despite stable or improving fundamentals, strong cash flow
generation, disciplined capital allocation, and intact long-term growth trajectories. In other
words, 2025 was a year in which price and value often moved in opposite directions and fund
flows towards “exciting” parts of the market made those investments supposed obvious choice
for incremental capital allocations. Some of those “exciting” themes or favored securities
corrected a lot once they were no longer qualified for incremental fund flows, while others are
still staying strong despite often irrational (in our opinion) valuation levels.

From a market-structure perspective, three defining characteristics shaped the year. First, equity
market leadership was quite narrow, with a large portion of indices returns concentrated in a
small subset of sectors. In Canada, gold equities and banks dominated index performance.

Second, dispersion within equities themselves remained exceptionally high. The spread between
winners and losers widened a lot, both across sectors and within industries. This environment is
often cited as favorable for active management, which we believe is true, if investors can stay
true to their knitting and not let market quotations direct their thinking.

Third, and most importantly for our investors, the second half of 2025 was characterized by a
sharp selloff for long-duration compounders, especially those operating within vertical market
software businesses. This rotation was abrupt, and, in our view, contrary to changes in business
fundamentals. Instead, it reflected market fear of unknown and served as another validation of
a compression of investor time horizons (akin to scrolling social media news headlines, rather
than taking a time to read a well thought out news article).

Altogether, 2025 was a year in which market prices often reflected evolving geopolitical
views/fears, changing market composition, fund flow dynamics and other outside forces rather
than economic reality at the companies’ level. While such periods often lead to exceptional
dispersions in the short term, they are neither unusual nor avoidable.

Positioning For 2026

Looking ahead to 2026, uncertainty remains elevated across multiple dimensions, and we expect
markets to continue grappling with a wide range of macro, political, and structural crosscurrents.
Geopolitics has moved decisively back to the forefront. Recent developments in Venezuela,
increasingly forceful rhetoric surrounding Greenland and the strategic relevance of the Panama
Canal, and the potential for renewed negotiations around the United States—Mexico—Canada
Agreement all have the capacity to introduce episodic volatility and influence investor sentiment
in unpredictable ways.

In parallel, the U.S. equity market’s strong performance over the past year has been heavily
influenced by massive, highly visible investments in Al infrastructure and compute capacity.
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Toward the end of 2025, early cracks and a healthy degree of skepticism began to emerge around
the pace, efficiency, and ultimate return profile of those massive capital deployments. Whether
Al-driven investment can continue to carry market leadership in 2026 remains an open question.

In the United States, forthcoming midterm elections add another layer of uncertainty, as does
the prospect of a change in leadership at the Federal Reserve. We are also observing clearer
instances of government intervention in market dynamics, particularly in defense-related
industries, where corporate behavior and capital allocation decisions are increasingly expected
to align with stated U.S. government objectives. We expect additional government interventions
by U.S. officials throughout 2026. To date there has been no talk of these undermining inner
workings of capital formation and there has been no negative impact on market. However, this
is something that we need to monitor closely. In parallel, potential discussions around the future
structure and level of commitment to NATO underscore the fluid nature of the global political
and security landscape.

In Canada, we believe the stated commitment to investing domestically is very real, and we
expect the benefits of this shift to begin increasingly working their way through the economy.
The long-overdue removal of regulatory and permitting bottlenecks—after years of ineffective
leadership and policy inertia—appears to be slowly gaining traction. That said, in our opinion, the
level of urgency remains well below where it needs to be. Canadian productivity on a per-capita
basis is exceptionally weak, and while the resources complex remains an important pillar of the
economy, it cannot be relied upon alone to carry the country forward. Meaningful, broad-based
productivity gains are required, and we hope to see a material acceleration in execution and
reform in 2026.

Despite all the uncertainty outlined above, we believe market prediction is a futile endeavor.
Instead, we view adaptability—anchored firmly in fundamentals—as a critical form of risk
management. Adaptability, in our framework, does not mean reacting to headlines even though
it has become a popular “investment strategy” of late. It means continuously reassessing
businesses as new information emerges, adjusting position sizes where appropriate, and
allocating capital in a way that reflects both opportunity and risk, while remaining grounded in
long-term business value. In our experience, many market participants forget that adherence to
fundamentals is itself one of the most effective forms of risk control.

From an opportunity standpoint, dispersion remains elevated, valuation levels have come off
meaningfully for select long-duration compounders and businesses not exposed to the “flavor of
the month,” and fund-flow-driven dynamics continue to create large mispricings. In this
environment, we are increasingly finding opportunities across both idiosyncratic situations and
within businesses exposed to positive structural tailwinds where we believe that our ability to
assess long-term outcomes is high. We are also mindful of increasingly gaining exposure to
positive catalysts that can help unlock value for fundamentally mispriced businesses. Those
opportunities have also been increasing of late.
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Constellation Software (TSX: CSU), Lumine (TSX: LMN) and Topicus (TSX: TOI)

We believe the market’s reaction to the CSU ecosystem and Vertical Market Software (VMS)
businesses broadly—particularly the “Al commoditizes software” narrative—has been overly
simplistic and inconsistent with how vertical software works in practice. This matters because in
our view VMS remains one of the most attractive long-term compounding models in public
markets, and the recent drawdown has improved prospective returns materially for long-
duration owners. Below is our framework, why the Al narrative is overblown, and how we think
intrinsic value will continue to compound.

What Makes VMS Durable: The Moat Is Not “Code”

At a distance, VMS can look like “software that can be replaced by new code.” In reality, durable
vertical software is not primarily a code artifact. It is an operating system for a vertical,
comprising:

e Workflow ownership - These products sit inside the daily click-paths, approvals, and
mission-critical actions users perform. They become embedded into how an organization
operates.

e System of record + vertical data model - VMS companies accumulate structured, vertical-
specific data over time. That data is tightly linked to workflows, permissions, auditability,
and reporting requirements.

e Trust + compliance - Many VMS verticals are regulated or high-consequence. Reliability,
uptime, access controls, and audit trails are features, not afterthoughts.

e Distribution + implementation + support - The hard part is rarely “writing the code.” The
hard part is selling it, implementing it, integrating it into the customer’s environment,
training users, supporting uptime, and retaining customers over decades.

In our view, this moat stack is not fragile. It is durable precisely because it is operational, not
theoretical.

Al as a Tailwind, Not a Structural Threat
The dominant bear narrative in 2025 was that Al reduces software defensibility by lowering the

cost of building software. We think that framing confuses a productivity tool with an industry
economics reset.
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e Al adoption is widespread, but scaling remains constrained - Many organizations
experiment with Al, but enterprise-wide scaling is still early. Implementation bottlenecks,
governance, workflow redesign, and risk controls slow the pace of disruption.

e Near-term impact is primarily productivity, not “winner-takes-all” displacement - The
most common near-term benefits show up in areas like software engineering and IT—
helping build, maintain, and support systems more efficiently. This is important, but it
does not automatically translate into immediate customer switching or incumbents being
replaced.

e Al strengthens incumbents with installed bases and workflow depth - Incumbent VMS
platforms can deploy Al across hundreds of products and workflows:

Faster product iteration

Lower cost-to-serve (support deflection, onboarding automation)
New premium modules that increase value per customer

Better analytics and forecasting embedded in the system-of-record

AN

In other words: Al is an enabling layer across the moat stack, not a replacement for it.

Exhibit 2: Constellation Software returns (2015-2025)
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Why “Al-Native Entrants” Still Struggle to Displace VMS
Even if Al reduces development time, most of the work required to win in VMS is outside R&D:

e Distribution and references
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e Procurement cycles and trust

e Implementation and change management

e Integration into existing systems (EHR/ERP/payments/etc.)
e Reliability, incident response, and contractual SLAs

e Permissioning, governance, and compliance

Al can accelerate building features. It does not remove the need to run the business of vertical
software.

This is why we view the “Al commoditizes VMS” narrative as largely a coding-cost story. In the
real world, coding is necessary—but not sufficient.

Exhibit 3: Lumine returns since IPO (March 2023-2025)
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Why the CSU Family Is Positioned to Benefit

We view the CSU family (including Topicus and Lumine) as particularly well-positioned because
their advantage is not a single product. It is an operating model:

e Decentralized, accountable business units

e A repeatable acquisition and integration discipline

e A culture built around ROI, cash flow, and long-term compounding
e Deep knowledge of end-user workflows

e The ability to industrialize best practices across many products
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Al, in this context, is not a disruptor. It is a force multiplier:

e R&D acceleration across many business units

e Improved support and implementation efficiency

e The ability to package Al features as premium add-ons

e The ability to route across model providers and reduce dependency over time
e Governance and controls consistent with regulated, mission-critical workflows

2H/25 Pullback: Why We Believe the Market Reaction Was Wrong
The second-half drawdown in CSU-related VMS businesses was driven by:

e Narrative risk around Al disruption

e Broad multiple compression in long-duration assets

e Flow-driven selling and de-risking

e Overweighting of “uncertainty” relative to observable business performance

What we observed at the business level did not support a structural impairment thesis:

e VMS businesses remained sticky

e Operating performance was resilient

e The acquisition engines remained viable

e Competitive positions did not suddenly weaken

e Private market dynamics did not show a collapse in valuation reality

Our conclusion: the market repriced these assets as if Al reduces defensibility materially and
immediately. We believe reality is far more gradual and execution-constrained—and that the
likely outcome is that scaled incumbents adopt Al faster and monetize it more effectively than
new entrants.

Electrovaya (TSX: ELVA; NSDQ: ELVA)

As part of us occasionally profiling new companies we invest in, in our Q3/2025 report we
showcased Electrovaya (ELVA). Given ongoing positive unfolding dynamics with this business, we
find it is important to once again communicate our views on this business.

ELVA remains largely undiscovered by both the buy-side and the sell-side community, despite its
positive unfolding dynamics. We have been following the company for more than seven years
and made the decision to invest in 2025, with all the pieces finally coming together.

Electrovaya is a differentiated North American lithium-ion battery manufacturer with a
defensible safety-and-longevity moat built around its proprietary ceramic separator technology.
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With over 30,000 deployed battery packs and as per company disclosures no safety incidents
since inception, the company is well positioned in mission-critical applications such as 24/7
logistics, robotics, defense, and airport ground support. The ramp-up of its U.S. gigafactory in
Jamestown, New York, together with incremental throughput from its Mississauga operations,
should provide the capacity to sustain rapid growth. In our view, revenue growth of ~45-55% in
fiscal 2026 and ~50-60% in 2027 is likely, supported by deeper penetration of material-handling
customers, entry into adjacencies, and importantly the launch of recurring software-as-a-service
(SaaS) revenue streams. Management is expected to provide next fiscal year guidance in
November alongside quarterly results, as they have in the past.

Exhibit 4: Electrovaya Mississauga facility
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Source: Eectrovaya

Commercial momentum continues to build at a fast pace. Electrovaya recently announced a
second OEM relationship in Japan. Its existing partnerships with Toyota Material Handling
(Raymond) and Sumitomo provide strong channels to Fortune-100 end users, while the
additional Japanese OEM adds a new layer of global reach. In our opinion, this combination of
strategic OEM alliances and technology leadership gives Electrovaya an ability to expand into
both established and new markets with very limited, if any, capital commitments.

The Jamestown facility is central to the company’s growth trajectory. Once fully ramped,
Jamestown will effectively triple production capacity to serve the booming North American
market, with much of that output already tied to committed customers orders. We see
Jamestown as uniquely advantaged: eligibility for U.S. 45X tax credits (we estimate $12-15M
annually beginning in 2027), access to abundant low-cost renewable hydro power, a highly skilled
workforce, and close proximity to Mississauga facility (a 2.5-hour drive) for engineering and
integration. These features, combined with the company’s perfect safety track record, make
Electrovaya particularly well suited for mission-critical markets like defense, energy storage and
data centers—where there is no room for error.

Page 8


http://www.lionguardcapital.com/

lionGuard 1800 McGill College, Suite 810

Montreal, QC, Canada H3A 3J6
www.lionguardcapital.com

Importantly, Electrovaya is well-capitalized and, in our view, does not require external financing
to execute on its fast-growth plans. We expect recurring SaaS and re-occurring revenues to reach
over 10% of total revenues as early as 2026, with further expansion in 2027. This high-margin
revenue layer should complement expanding gross margins (Jamestown is expected to have
much higher gross margins) and a fast-growing bottom-line contribution. Taken together—
safety-driven demand, recurring SaaS and re-occurring revenues, mission-critical applications,
capital-light global expansion (Jamestown is fully funded on advantageous terms), and major
policy tailwinds—Electrovaya is well-positioned to benefit on top line and bottom line on per
share basis.

Exhibit 5: Electrovaya returns in 2025
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Exhibit 6: Electrovaya 2026 SaaS and Re-Occurring Revenue Targets

Leveraging Longevity Advantage — Recurring Revenue C-electrovaya
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Most importantly, Electrovaya is led by Dr. Raj, who has been with the company for over a decade
(CEO since May 2022) and is deeply involved in every aspect of its operations—from cell
manufacturing and engineering to strategic partnerships and business development. With
academic training at Imperial College London, MIT, and the University of Cambridge, he combines
world-class technical expertise with hands-on operational leadership. In our view, Raj’s in-depth
understanding of the technology and business aspects, and personal alignment with the
company’s success, are additional key factors to consider.

Bird Construction (TSX: BDT)

We are glad to introduce Bird Construction (BDT), one of our high-conviction holdings, to our
investors. Bird Construction is one of Canada’s leading construction and infrastructure services
providers, with a national footprint spanning industrial, infrastructure, and institutional building
markets. The company delivers complex, long-duration projects across sectors including defense,
power and energy, healthcare, transportation, ports, mining, and industrial maintenance, often
through collaborative and alliance-based contracting structures. Over the past several years, Bird
has deliberately repositioned its business toward higher-quality, lower-risk work, increased self-
perform capabilities, and greater exposure to long-cycle infrastructure spending, resulting in a
materially stronger and more resilient earnings profile.

The most important development over the past several months has been the continued and
accelerating growth in backlog. Exiting the third quarter, Bird reported a combined backlog of
approximately $10.0 billion. Subsequent to quarter-end, the company announced it had been
awarded a series of projects with a combined value of approximately $1.2 billion, representing a
~12% increase to the backlog base exiting 3Q25. This brings combined backlog to well in excess
of $11 billion, reinforcing our view that demand remains robust and that project deferrals have
not translated into cancellations or structural weakness.

Equally important is the quality and composition of this backlog. Compared to prior cycles, Bird’s
backlog today is meaningfully higher quality, with a greater proportion of infrastructure,
industrial, defence, power, healthcare, and recurring maintenance work. These projects tend to
be longer duration, carry higher embedded margins, and are increasingly delivered through
collaborative or alliance-based contracting models that materially reduce execution risk.
Management has been deliberate in shifting away from higher-risk contract structures, resulting
in a backlog that is not only larger, but also more resilient, predictable, and margin-accretive.

Bird today is a structurally stronger business than it was several years ago. Trailing twelve-month
EBITDA margins have expanded to 6.6%, reflecting nearly 90 basis points of year-over-year
improvement, despite delayed project starts at the end of 2025 suppressing operating leverage
in the near term. As deferred work resumes and the higher-margin backlog converts into
revenue, we see a clear and credible path toward ~8% EBITDA margins by 2027 and likely higher
in 2028. This margin progression is supported by durable factors: increased self-perform
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capabilities, a richer mix of industrial and infrastructure work, disciplined project selection, and
a focused approach to capital allocation.

Exhibit 7: Bird Construction 2025-2027 Strategic Plan Targets
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A key contributor to this improvement has been Bird’s recent acquisition strategy, which we view
as thoughtful, conservative, and value-enhancing. The company’s most recent acquisition
meaningfully expands its self-perform capabilities, deepens exposure to infrastructure-oriented
work, and enhances the overall margin profile of the business. Importantly, the transaction was
completed at an attractive valuation, is immediately accretive to earnings, and fits squarely
within management’s long-standing framework of acquiring specialized businesses with strong
cultures, recurring elements, and lower risk profiles. Beyond the direct financial contribution, the
acquisition creates meaningful cross-selling opportunities and positions Bird to pursue a broader
range of complex, higher-value projects tied to long-duration infrastructure spending. In our
view, this acquisition further elevates the quality and durability of Bird’s earnings stream.

Recent project delays have weighed on reported results and investor sentiment, but we view
these as timing issues. Deferred projects remain in the backlog, customer relationships are intact,
and management has increasing visibility on work ramping through 2026, with momentum
expected to build meaningfully into the second half of the year. Crucially, Bird has navigated this
period conservatively, without stretching the balance sheet or taking on incremental contractual
risk. Net leverage remains modest at approximately ~1.0x EBITDA, liquidity is strong, and the
company retains significant financial flexibility to pursue both organic growth and selective
acquisitions.
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Bird is also directly and disproportionately positioned to benefit from the Build Canada agenda.
Federal and provincial commitments across defense infrastructure, power generation and
transmission, ports, transportation corridors, healthcare facilities, and industrial capacity align
precisely with Bird’s national footprint and technical expertise. These are large-scale, long-
duration projects with multi-year funding visibility and high barriers to entry. Unlike more
speculative beneficiaries, Bird’s exposure is tangible and contractual, increasingly reflected in its
expanding backlog. We believe this structural tailwind will persist for many years and support
both backlog growth and margin durability well beyond the current planning horizon.

Capital allocation remains disciplined and aligned with long-term value creation. As earnings
normalize and working capital unwinds, free cash flow generation is expected to inflect
meaningfully, with medium-term free cash flow yields moving into the double-digit range under
reasonable assumptions. Management continues to balance reinvestment in the business,
selective M&A, and shareholder returns while preserving balance-sheet strength.

From a valuation perspective, the opportunity remains exceptionally compelling. On a
normalized 2027 earnings base, Bird trades at approximately ~5x EV/EBITDA and ~9x earnings,
levels that imply skepticism around margin sustainability and growth durability. In our view, this
skepticism is increasingly inconsistent with the company’s booming backlog levels, improving
backlog quality, reduced risk profile, disciplined acquisition strategy, and direct exposure to long-
term infrastructure investment across Canada. Importantly, multiple expansion is not required
for Bird to be a successful investment; normalized earnings growth alone supports attractive
long-term returns. However, as the market increasingly recognizes the higher quality and
resilience of the business, plus multi-year structural tailwinds evident in Build Canada agenda,
we believe multiple expansion is highly likely and would greatly enhance returns over time.

Our Investment Framework: How We Think

Given our growing investor base, it is important to reiterate our investment framework. We
operate from a simple but foundational premise: a stock is not a ticker symbol, but a partial
ownership interest in an underlying business. In the short term, share prices are often influenced
by forces that have little to do with intrinsic value—liquidity conditions, fund flows, prevailing
narratives, forced selling, and benchmark-driven behavior frequently dominate outcomes. Over
longer periods, however, we believe the primary driver of investment returns is far more
fundamental: the compounding of free cash flow per share, which is rooted in the ability of
businesses to reinvest capital at attractive incremental returns.

With this framework in mind, we construct the fund around a select group of businesses that
exhibit many of the following characteristics. We favor companies with strong balance sheets
and demonstrated resilience across a range of operating environments. We seek out businesses
whose products and services are mission-critical to customers, often reinforced by high switching
costs and embedded relationships. We place significant emphasis on durable competitive
positions supported by rational industry structures, as well as on consistently high returns on
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invested capital paired with long reinvestment runways. Equally important, we look for
management teams that think and act like owners, allocating capital with discipline and a long-
term orientation. Finally, we insist on valuations that embed conservative assumptions and
provide a meaningful margin of safety.

In our view, risk management is frequently misunderstood. It is not synonymous with tracking
error or short-term volatility. Rather, true risk lies in paying too much for future cash flows, or in
owning businesses where the probability of permanent impairment is materially higher than the
market implies. Avoiding these outcomes—through disciplined valuation work, deep
fundamental research, and a clear-eyed assessment of business quality—is central to our
investment process. By aligning the portfolio with the fundamental drivers of long-term returns—
business quality, cash flow compounding, and disciplined capital allocation—we believe we are
positioned to create enduring value for our investors across full market cycles.

Our Objective

Our objective is straightforward: preserve capital and compound it intelligently over time. That
requires discipline, independence of thought and the willingness to look different. We remain
highly engaged, deeply research-driven, and fully confident in the long-term compounding
outcome of our investment operations.

Thank you for your continued trust and partnership. For any questions or investment inquiries,
please feel free to contact our team at any time. We are always glad to hear from you.

Sincerely,
Andrey Omelchak, CFA

President & Chief Investment Officer
LionGuard Capital Management

Disclaimer: This document is provided for informational purposes only and does not constitute an offering of securities in any jurisdiction. The securities of the LionGuard
Performance Fund are available only to Accredited Investors in Canada by way of private placement in accordance with applicable securities laws. Any offering will be
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to alpha, Sharpe ratio, and capture metrics are provided for comparative purposes only and may not fully reflect the risks of the Fund. Any statement that appears
promotional (e.g., downside capture or investment discipline) should be considered in light of the Fund’s historical returns.) Some of the assumptions or opinions
expressed are those of LionGuard Capital Management Inc. and are based on management’s analysis of portfolio performance. LionGuard Capital Management Inc.
does not warrant the accuracy or completeness of the information provided and is not responsible for any actions taken based on this material. Risk Disclosure:
Commissions, trailing commissions, management fees, performance fees, and expenses may all be associated with investment in the Fund. Investment funds are not
guaranteed, their values change frequently, and past performance may not be repeated. LionGuard Performance Fund is a related and connected issuer of LionGuard
Capital Management Inc., which manages and distributes the fund.
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