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Disclaimers 

This document and its contents are proprietary information and may not be reproduced or otherwise disseminated in whole or in part either directly or indirectly without the prior written consent of each of The Westaim 

Corporation (ñWestaimò or the ñCorporationò), Houston International Insurance Group, Ltd. (ñHIIGò) and the Arena Group (as defined herein).  

 

This document is not and under no circumstances is it construed as, an advertisement or a solicitation for any investment or any investment product with respect to Westaim or any of the entities described herein. The 

information set forth herein does not purport to be complete and no obligation to update or otherwise revise such information is being assumed. Where any opinion is expressed in this presentation, it is based on the 

assumptions and limitations mentioned herein and is an expression of present opinion only. No warranties or representations can be made as to the origin, validity, accuracy, completeness, currency or reliability of the 

information. In addition, certain of the information contained herein is preliminary and is subject to change. Unless otherwise stated, the information contained herein is current as of the date of this presentation. There 

is no guarantee that any of the goals, targets or objectives described herein will be achieved. This document is not intended to provide specific investment, financial, legal, accounting and/or tax advice.  

 

This document contains certain historical results and performance data including, without limitation, relating to HIIG. Such historical results and performance data have been prepared and provided solely by the 

relevant party, and have not been independently verified or audited. The historical results and performance data have been included in this document for illustrative purposes only. The historical results and 

performance data are in no way indicative of any future results, performance or returns by any of Westaim, or any of the entities described herein.  

 

Certain statements in this presentation are ñforward-looking statementsò. Any statements that express or involve discussions with respect to predictions, target yields and returns, expectations, beliefs, plans, 

projections, objectives, assumptions or future events or performance (often, but not always using words or phrases such as ñexpectsò, ñdoes not expectò, ñis expectedò, ñseeksò, ñendeavoursò, ñanticipatesò, ñdoes not 

anticipateò, ñplansò, ñestimatesò, ñbelievesò, ñdoes not believeò or ñintendsò, ñdoes not intendò or stating that certain actions, events or results may, could, would, might or will occur or be taken, or achieved) are not 

statements of historical fact and may be ñforward-looking statementsò. In particular, but without limiting the foregoing, this presentation contains forward-looking statements pertaining to: HIIGôs growth strategy and 

potential expansion opportunities; opportunities available to the Arena Group; the Arena Group pipeline; and opportunities for building value at Westaim. Forward-looking statements are based on expectations, 

estimates and projections as well as other relevant factors at the time the statements are made that involve a number of risks and uncertainties which would cause actual results or events to differ materially from those 

presently anticipated. These include, but are not limited to, the risk factors discussed in Westaimôs annual information form for its fiscal year ended December 31, 2014 and in Westaimôs short form prospectus dated 

August 28, 2015. Except as required by law, Westaim does not have any obligation to advise any person if it becomes aware of any inaccuracy in or omission from any forward-looking statement or to update such 

forward-looking statement.  

The information contained herein is based on publicly available information, internally developed data and other sources. Although Westaim believes such information to be accurate and reliable, it has not 

independently verified any of the data from third party sources cited or used. Westaim and each entity described herein disclaims and excludes all liability (to the extent permitted by law) for all losses, claims, damages, 

demands, costs and expenses of whatever nature arising in any way out of or in connection with the information, its accuracy, completeness or by reason of reliance by any person of it. 

Safe Harbour Statement 

Non-GAAP Measures 

Non-GAAP Measures ï Westaim 

Westaim uses both international financial reporting standards (ñIFRSò) and non-GAAP measures to assess performance.  Westaim cautions readers about non-GAAP measures that do not have a standardized 

meaning under IFRS and are unlikely to be comparable to similar measures used by other companies. 

Book value per share represents shareholdersô equity at the end of the period determined on an IFRS basis and adjusted upwards by the Corporationôs liability with respect to restricted stock units (ñRSUsò) divided by 

the aggregate of the total number of common shares outstanding at that date and number of common shares that would have been issued if all outstanding RSUs were exercised. 

 

HIIG 

HIIG uses United States generally accepted accounting principles (ñGAAPò) measures to assess performance. 

 

All amounts herein are in United States dollars unless otherwise indicated. 
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Description of Business Market Statistics* 

Shareholders 

Â The Westaim Corporation (ñWestaimò) is an investment 

company listed on the TSX Venture Exchange (TSXV: 

WED) focused primarily on the financial services industry 

 

Â On July 31, 2014, Westaim acquired a significant interest 

in Houston International Insurance Group, Ltd. (ñHIIGò) 

 

Â On August 31, 2015, Westaim capitalized Arena Investors, 

LP (ñArena Investorsò), Arena Finance Company Inc. 

(ñArena Financeò) and Arena Origination Co., LLC (ñArena 

Originationò) (Arena Investors, Arena Finance and Arena 

Origination and related entities are collectively referred to 

as the ñArena Groupò) 

 

Â As at September 30, 2015, Westaim had $11.9 million in 

cash and cash equivalents and ~$21.6 million in non-

capital tax loss carry-forwards 

 

Â Westaim is currently seeking additional investment 

opportunities to continue to create value for its 

shareholders 

The  

Westaim 

Corporation 

10.3% 89.7% 

Insiders  

(Management & 

Directors) 

Other Institutional 

/ Retail 

Shareholders 

* Balance sheet data as at September 30, 2015; In Canadian dollar millions except per share data 

   Exchange rate used 1.3394 C$ / US$ (as at September 30, 2015) 

** Book Value Per Share (ñBVPSò) represents shareholdersô equity at the end of the period determined on an IFRS 

basis and adjusted upwards by the Corporationôs liability with respect to restricted stock units (ñRSUsò) divided by the 

aggregate of the total number of common shares outstanding at that date and number of common shares that would 

have been issued if all outstanding RSUs were exercised. 

The Westaim Corporation - Overview 
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Ticker TSXV:WED

Closing Share price (November 13, 2015) C$ 2.91

Shares outstanding (millions) 143.2

Market capitalization C$ 416.7

Shareholders' equity - Q3 2015 C$ 444.5

Capital structure Debt free

BVPS - Q3 2015** C$ 3.09

Corporate Headquarters Toronto, Ontario



7 

Investment Strategy 

The Westaim Corporation - Overview 

ÅsProvide 
soversight and 
scapital 
sallocation 
sdiscipline 

ÅsExecute 
sbusiness plan 
swith focus on 
slong-term 
sperformance 

ÅsPartner with 
saligned and 
scapable 
smanagement 
steams 

ÅsInvest in 
scompanies at a 
sdiscount to 
sintrinsic value 

Value 
Investing 

Partnership 
Approach 

Business 
Building 

Long-term 
Horizon 



Operating Principles 

The Westaim Corporation - Overview 
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Share a long term horizon with Westaimôs shareholders 

Strive to grow Westaimôs intrinsic value per share at above market rates over the long term 

Remain opportunistic in the evaluation of strategic investment opportunities 

Maintain a conservative capital structure and strong balance sheet 

Seek a margin of safety when evaluating investment opportunities 
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The Westaim Corporation - Overview 

Recent History 

 2009      2010  2011  2012 

April 3, 2009: 

Westaim appointed 

the current 

management team 

 2013  2014  2015 

May 2, 2012: Enters into definitive agreement 

to sell Jevco for C$530 million in cash 

Sep 4, 2012: Completes sale of JEVCO in an 

all cash transaction 

Sep 28, 2012: Westaim pays cash distribution 

of ~C$521 million by way of a return of capital 

January 14, 2015:  Westaim HIIG LP completes 

subsequent HIIG acquisition  

May 28, 2015: Completes private placement offerings 

of special warrants for aggregate gross proceeds of 

~C$237 Million 

August 31, 2015: Westaim establishes and 

capitalizes the operations of Arena Investors, Arena 

Finance and Arena Origination 

March 12, 2014: Enters into definitive agreement to 

acquire HIIG  

April 23, 2014: Completes private placement of 

subscription receipts enters into subscription 

agreements for common shares for aggregate gross 

proceeds of ~C$150 million 

July 31, 2014: Westaim HIIG LP completes HIIG 

acquisition 

Jan 25, 2010: Westaim enters into 

definitive agreement to acquire 

Jevco from Kingsway Financial 

March 29, 2010: Westaim 

completes acquisition of JEVCO 

for ~C$261 million 

August 14, 2013: 

Implemented 50:1 share 

consolidation 



Westaimôs Primary Investments 

The Westaim Corporation - Overview 
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Â Established in 1980, JEVCO Insurance Company was a Quebec-based, niche Canadian property and casualty (ñP&Cò) 

insurer that did business across Canada 

Â In March 2010, Westaim completed its opportunistic acquisition of JEVCO Insurance Company for ~C$261 million (~94% of 

book value) 

Westaim set out to execute its long-term strategic plan to grow JEVCO organically and through acquisitions 

Â In response to an unsolicited offer in September 2012, Westaim sold JEVCO to Intact Financial Corporation for ~$530 

million in cash, and subsequently returned substantially all of the net proceeds from the sale to its shareholders 

Â Westaim has established and capitalized the operations of Arena Investors, Arena Finance and Arena Origination 

Â The investment focus for the Arena Group will be fundamentals-based, asset-oriented credit investments designed to 

deliver attractive yields with low volatility 

Â HIIG is a U.S. based diversified specialty insurance provider and managing general insurance agent covering risks across 

the United States and certain niche global markets 

Â Westaim established Westaim HIIG LP 

In July 2014, Westaim HIIG LP was funded with ~$141 million by Westaim, along with third party investors, including 

affiliates of Everest Re Group, Ltd. and Catlin Group Limited (now XL Catlin) 

In July 2014, Westaim HIIG LP completed the acquisition of ~70.8% of HIIG for an aggregate purchase price of 

~US$138.7 million 

In January 2015, Westaim HIIG LP purchased an additional interest in HIIG for ~$70 million 

Westaim HIIG LP owns ~75.4% of HIIG, and Westaim owns 58.5% of the partnership, or a 44.1% look through interest in 

HIIG 

http://www.google.ca/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCNzyx8Gc4cgCFULUJgod_vcKbQ&url=http://www.americanglobal.com/americanglobalpartners/&psig=AFQjCNHrDX659QHO_f_J5u92wq6OH72ZZw&ust=1445986142372104
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Westaim Platform ï Complementary Businesses 

The Westaim Corporation - Overview 

Alternative Investment 

Management and 

Specialty Finance 

Property and Casualty 

Insurance 

ÂWestaim has invested in two complementary platforms ï Specialty P&C Insurance (through 

HIIG) and asset management and specialty finance (through the Arena Group) 

 

ÂManagement believes the Westaim platform is now established and positioned for growth 



The Westaim Corporation - Overview 

Investment in Houston International Insurance Group, Ltd. 

Figures in US$ million, unless otherwise indicated 

(1) Other LPs includes Affiliates of Everest Re Group, Ltd., Affiliates of Catlin Group Limited (now XL Catlin), Stephen L. Way and affiliates and other investors. 

(2) Limited Partnership established by Westaim to acquire an ownership interest in HIIG. 

(3) Exchange rate used 1.0890 C$ / US$ (as at July 31, 2014); 1.1958 C$ / US$ (as at January 14, 2015); 1.3394 C$ / US$ (as at September 30, 2015). 

(4) At September 30, 2015, determined to be ~100% of HIIGôs stockholderôs equity in accordance with United States Generally Accepted Accounting Principles (ñUS GAAPò). 
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Other Investors 

Other  

Limited  

Partners (LPs)(1) 

The Westaim 

Corporation 

General 

Partner (GP) 

Westaim HIIG 

Limited 

Partnership(2) 

100.0% 

Houston 

International 

Insurance 

Group, Ltd. 

75.4% 

24.6 % 

58.5% 41.5% 

Date 
Westaim 

(US$) 

Westaim 

(C$)(3) 

Valuation 

(P/BV) 

July 31, 2014 $75.7 $82.4 0.87x 

January 14, 2015 50.6 60.5 1.00x 

Total Investment $126.3  $142.9 0.92x 

Fair Value(4) $145.9 $195.4 

Return to FV (%) 15.5% 36.7% 



The Westaim Corporation - Overview 
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Investment in the Arena Group 

100% 

Arena 

Finance 

The 

Westaim 

Corporation 

Arena 

Investors 

$34.3 million 

100% 

Fund LPs & 

Managed 

Accounts 

Arena 

Origination 

100% 

$146.6 million 

Â Westaim has established and 

capitalized the operations of: 

ïArena Investors ï asset 

management  

ïArena Finance ï specialty finance 

ïArena Origination ï origination 

vehicle  

 

Â All businesses are managed by 

Daniel B. Zwirn as Chief Executive 

Officer and Chief Investment Officer 

and an experienced management 

team in the alternative credit industry 
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Arena Group ï Deal Structure 

Arena Investors 

Â Arena Investors is currently indirectly owned 

100% by Westaim, but Daniel B. Zwirn and the 

senior management team will earn-in ownership 

as follows: 

 

 

 

 

 

 

 

 

 

Â Daniel B. Zwirn and senior management will have 

a 49% participation interest in the after-tax 

cumulative cash flows of Arena Investors that will 

be effective until both assets under management 

are greater than US$1 billion and trailing twelve 

months EBITDA margin of greater than 35% is 

achieved 

 

 

The Westaim Corporation - Overview 

Arena Finance and Arena Origination 

Â Arena Finance and Arena Origination have each 

been capitalized by Westaim at $10.00 per 

membership unit 

 

Â Daniel B. Zwirn and Senior Management have 

received option like rights as follows: 

 

 

 

 

 

 

 

 

Â Therefore Arena Management have been 

provided option-like rights for 20.0% (16.67% fully 

diluted) in each of Arena Finance and Arena 

Origination 

 

Tranche Terms

Tranche A 5% at a strike price of $10.40 per share

Tranche B 5% at a strike price of $12.90 per share

Tranche C 5% at a strike price of $15.40 per share

Tranche D 5% at a strike price of $17.90 per share

AUM
TTM EBITDA 

Margin
Westaim

Arena Group 

Senior 

Management

<$1 billion <35.0% 51.0% 49.0%

$2 billion 50.0% 45.5% 54.5%

$3 billion 55.0% 40.0% 60.0%

$4 billion 60.0% 32.5% 67.5%

$5 billion 60.0% 25.0% 75.0%

The equity percentages and profit 

percentages will be adjusted as 

follows

If AUM and TTM EBITDA equal the 

following thresholds
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Arena and Daniel B. Zwirn Alignment with Westaim and its Shareholders 

Management have the 

opportunity to ñearn-inò 

ownership of up to 75% of 

Arena Investors 

Management received 

stock option-like rights 

representing 20% of the 

basic membership units 

outstanding (16.67% fully 

diluted) of Arena 

Origination and Arena 

Finance upon start-up 

Invest capital as a lead 

order on the Westaim 

private placement offering 

(Daniel B. Zwirn ï C$2.5 

million) 

Management have 

committed 25% of the first 

$100 million of aggregate 

pre-tax ownership 

distributions of Arena 

Investors, and 12.5% 

thereafter to acquire 

Westaim shares in the 

public market(1) 

Building Arena Businesses Investment in Westaim 

The Westaim Corporation - Overview 

(1) Subject to a maximum in respect of Arena Group Management and any persons or companies acting jointly or in concert with Arena Management, of 19.9% of the outstanding Westaim Common Shares. 
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Â HIIG is an international insurance holding company, headquartered in Houston, Texas with offices across 

the United States 

HIIG was founded in 2007 by Stephen L. Way who has significant expertise and experience in the P&C 

insurance industry 

Mr. Way founded Houston Casualty Corporation in 1974 and served as its CEO for ~33 years 

 

Â HIIG has four subsidiary P&C insurance companies (two admitted and two surplus lines) and an 

underwriting agency 

HIIG also has an Accident & Health (ñA&Hò) managing general underwriter, specializing in medical 

stop-loss insurance 

 

Â As at September 30, 2015, HIIG had: 

Trailing Twelve Months Gross Written Premiums of $481.8 million(1) 

$708.5 million in invested assets(1) 

Stockholdersô Equity of $323.8 million(1) 

 

Â Insurance company subsidiaries are rated A- (Excellent) or better by A.M. Best 

(1) Derived from the financial statements of HIIG. The information herein is presented in accordance with US GAAP. Such statements are the responsibility of the management of HIIG and have been provided solely by HIIG. Although Westaim has no 

knowledge that would indicate that any of the information is untrue or misleading, neither Westaim nor any of its directors or officers assumes any responsibility for the accuracy or completeness of such information, or for any failure by HIIG to 

disclose to Westaim events or facts which may have occurred or which may affect the significance or accuracy of any such financial information but which are unknown to Westaim. Westaim disclaims and excludes all liability (to the extent 

permitted by law), for losses, claims, damages, demands, costs and expenses of whatever nature arising in any way out of or in connection with the HIIG financial information, its accuracy, completeness or by reason of reliance by any person on 

any of it. 

http://www.google.ca/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCNzyx8Gc4cgCFULUJgod_vcKbQ&url=http://www.americanglobal.com/americanglobalpartners/&psig=AFQjCNHrDX659QHO_f_J5u92wq6OH72ZZw&ust=1445986142372104
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Operating Philosophy 

HIIG - Overview 

Disciplined 

Underwriting 

Mitigation of Risk 

Capital 

Preservation 

Controlled Growth 

Â Grow organically by expanding current lines of business and geographical footprint 

Â Make strategic acquisitions that complement current books of business or provide 

opportunities in new industry segments 

Â Maintain a conservative balance sheet and investment philosophy 

Â Utilize reinsurance to cover target risks and protect HIIGôs capital against severity 

and catastrophic exposures 

Â Create specialty divisions run by experienced underwriting professionals 

Entrepreneurial Culture 

Â Entrepreneurial approach 

Â Management depth in all divisions 

Â Excellent reputation and credibility attracts talented employees, loyal reinsurers and capital investors 

Â Stock investment and incentives designed to promote management loyalty and longevity 

http://www.google.ca/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCNzyx8Gc4cgCFULUJgod_vcKbQ&url=http://www.americanglobal.com/americanglobalpartners/&psig=AFQjCNHrDX659QHO_f_J5u92wq6OH72ZZw&ust=1445986142372104

