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Disclaimers
Safe Harbour Statement
The information contained herein is based on publicly available information, internally developed data and other sources. 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
d as to
t the
th origin,
i i validity,
lidit accuracy, completeness,
l t
currency or reliability
li bilit off the
th information.
i f
ti
Th Westaim
The
W t i Corporation
C
ti (“Westaim”
(“W t i ” or the
th “Corporation”)
“C
ti ”) disclaims
di l i
and
d
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 information, its accuracy, completeness or by reason of reliance by any person on any of it.
Certain statements in this presentation are “forward-looking statements”. Any statements that express or involve discussions with respect to predictions, expectations,
beliefs plans,
beliefs,
plans projections,
projections objectives,
objectives assumptions or future events or performance (often,
(often but not always using words or phrases such as “expects”
expects , “does
does not expect
expect”,
“is expected”, “seeks”, “endeavours”, “anticipates”, “does not anticipate”, “plans”, “estimates”, “believes”, “does not believe” or “intends”, “does not intend” 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 “forward-looking
statements”. Forward-looking statements are based on expectations, estimates and projections 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: risks related to
commercial, strategic, operational, regulatory, compliance and human resources risks; general economic and financial conditions which may affect the ability to raise
new capital; general industry and market conditions and growth rates; matters identified in the risk factors and/or forward-looking
forward looking statements contained in the documents
incorporated by reference herein and in other public statements by the Corporation; other risks and uncertainties that have not been identified at this time; management’s
response to these factors; future unforeseen liabilities; and other factors. Except as required by law, the Corporation 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.
All amounts herein are in United States dollars unless otherwise noted.

Restrictions on Distribution
This document is not intended for distribution in any jurisdiction in which such distribution is not authorized or to any person to whom it is unlawful to make such
distribution and may not be relied upon for investment purposes. This document is not intended to provide specific investment, financial, legal, accounting and/or tax
advice.
United States
This document may not be released or distributed in the United States. This document does not constitute an offer to sell, or a solicitation of an offer to buy,
securities in the United States. Any securities described in this document have not been, and will not be, registered under the US Securities Act of 1933 and may not be
offered or sold in the United States except in transactions exempt from, or not subject to, registration under the US Securities Act and applicable US state securities laws.
Canada
This document is not, and under no circumstances is to be construed as, an advertisement or a public offering of securities in any province.
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Disclaimers
Non-GAAP Measures
Non-GAAP Measures – Westaim
Westaim uses both international financial reporting standards ((“IFRS”)
IFRS ) and non
non-GAAP
GAAP measures to assess performance. The Corporation cautions readers about non
nonGAAP 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 shareholders’ equity at the end of the period, determined on an IFRS basis, divided by the total number of common shares outstanding on the same
date.
Non-GAAP Measures – Houston International Insurance Group, Ltd.
HIIG uses both United States generally accepted accounting principles (“GAAP”) and non-GAAP measures to assess performance and certain non-GAAP measures are
disclosed in this document. The Corporation cautions readers about non-GAAP measures that do not have a standardized meaning under GAAP and are unlikely to be
comparable to similar measures used by other companies.

Additional Information
Additional Information
The following documents filed by the Corporation with the securities commissions or similar regulatory authorities in Canada are expressly incorporated by reference into
this presentation: (i) audited annual consolidated financial statements of the Corporation for the year ended December 31, 2013 including the notes thereto and the
related management’s discussion and analysis (“MD&A”) thereon, (ii) annual information form dated April 8, 2013 in respect of the financial year ended December 31,
2012, (iii) management information circular dated May 14, 2014 in respect of the annual and special meeting of shareholders held on June 19, 2014, (iv) material change
report dated March 17, 2014 (the “March MCR”) relating to the execution by Westaim HIIG Limited Partnership (the “Partnership”) of the Initial Secondary Purchase
Agreement and the Treasury Purchase Agreement (as such terms are defined in the March MCR), (v) interim unaudited consolidated financial statements of the
Corporation for the three and nine months ended September 30, 2014 including the notes thereto and the related MD&A thereon, (vi) supplemental financial information
related to HIIG dated March 20, 2014, ((vii)) material change
g report
p dated August
g
8, 2014 relating
g to the completion
p
by
y the Partnership
p of the acquisition
q
((the “Acquisition”)
q
)
of approximately 70.8% of the issued and outstanding HIIG shares, (viii) selected financial information in respect of HIIG dated August 28, 2014, and (ix) the
Corporation’s business acquisition report dated October 8, 2014. Copies of these documents are available through the internet on the System for Electronic Document
Analysis and Retrieval at www.sedar.com.
Certain totals, subtotals and percentages may not reconcile due to rounding.
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The Westaim Corporation
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The Westaim Corporation
p
Executive Summary


On July 31, 2014, Westaim HIIG Limited Partnership (the “Partnership”), an Ontario limited partnership established by The Westaim Corporation
((“Westaim” or the “Corporation”),
p
), completed
p
the acquisition
q
of an approximate
pp
70.8% equity
q y interest in Houston International Insurance Group,
p, Ltd.
(“HIIG” or the “Company”), an international specialty insurance company headquartered in the United States (the “Acquisition”)



HIIG is led by Stephen L. Way, an insurance industry veteran, who previously founded and led HCC Insurance Holdings, Inc. (“HCC”), a NYSE listed
international specialty insurance company with $3.9 billion of shareholders’ equity(1)
– From its IPO in 1992 until Stephen’s departure in 2006, HCC grew gross written premiums and its assets at a compound annual growth rate
(CAGR) of 27% and 29% respectively



To complete the Acquisition, Westaim partnered with third-party investors to invest $138.7 million in HIIG
– The Partnership received total funding of $141.1 million and Westaim’s investment into the Partnership was approximately $75.7 million



Since the close of the Acquisition early in Q3 2014, the Company has continued to pursue its business plan
– HIIG has maintained its focus on organic growth of current business lines and is selectively evaluating acquisitions of niche MGU (Managing
General Underwriting) platforms



The Partnership, through its representation on the board of HIIG, seeks to provide enhanced corporate governance and oversight
– HIIG board comprised of 4 representatives of the Partnership on 6 person board



Transaction has been transformational for Westaim
– Raised gross proceeds of C$149.4 million through equity financings of subscription receipts and common shares
– Corporation has cash on hand of approximately C$95 million to deploy into other compelling opportunities
– Awareness within the financial services industry, primarily outside Canada, has been further enhanced leading to a number of “first-call”
opportunities

Westaim believes that through its relationships and proprietary deal pipeline, it can present strategic capital partners with
attractive investment opportunities
(1)

As at September 30, 2014
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The Westaim Corporation
p
Overview


The Westaim Corporation is an investment company listed on the
TSX Venture Exchange (TSXV: WED)

Market and Financial Statistics *
Ticker

TSXV:WED

Share price (11/14/2014)






Westaim’s investment in Houston International Insurance Group,
Ltd. is consistent with our strategy to deploy capital at above
average risk-adjusted returns over the long-term
Upon
p
completing
p
g the investment in HIIG,, Westaim has
approximately C$95.0 million in cash and C$45.6 million in noncapital tax loss carry-forwards*
Westaim is currently seeking additional investment opportunities to
continue to create value for its shareholders

$ 2.84

Shares outstanding

70.3 m

Market capitalization

$ 199.6

Shareholders' equity
q y-Q
Q3-14

$ 185.9

Assets
Cash and cash equivalents

$ 94.9

Accounts receivable

0.5

Investments in private entities
Total assets

95.5
$ 190.9

Liabilities
Accounts payable and accured

$ 1.5

Deferred revenue

Capital structure
BVPS (basic) - Q3-14
Corporate Headquarters

0.3

Debt free Site restoration provision
$ 2.64
Toronto, Ontario

3.2

Total Liabilities

5.0

Shareholders equity

185.9

T t l Liabilities
Total
Li biliti & Equity
E it

* Non- capital tax loss carry-forwards as at September 30, 2014

$ 190
190.9
9

* Balance sheet data as at Q3 2014 (September 30, 2014); In Canadian dollar millions except per share data

Principles and Strategy


Share a long term horizon with our shareholders



Strive to grow our book value per share at above market rates over
the long term



Maximize shareholder value by focusing on cash generation and
return on invested capital



patiently often times sacrificing short term
Allocate capital patiently,
performance for long term gain



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

Shareholders (as at September 30, 2014)
Other Institutional
/ Retail
Shareholders

Insiders
(Management &
Directors)

15.9%

84.1%

The Westaim
Corporation
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The Westaim Corporation
p
Investments in private entities


Westaim determined that it qualifies as an investment entity under IFRS and uses fair value as the key measure to monitor and evaluate its
investments
– The investment in HIIG, through the Partnership, is accounted for at fair value through profit or loss



In determining the valuation of investments in private entities, the Company uses various generally accepted valuation methodologies, including the
original purchase price, the capitalized cash flow method, reviews of comparable arm
arm’s
s length transactions, and reviews of comparable publicly
traded company valuations
– In arriving at the fair value of Westaim’s investment in the Partnership at July 31, 2014, the Company considered the acquisition cost of the
Partnership’s 70.8% investment in HIIG, which due to a number of reasons, was determined to have been purchased at a discount



Fair value of the Corporation’s investment in the Partnership was determined to be $85.2 million (C$95.5 million) at September 30, 2014
– Westaim recognized an unrealized gain on its investment in the Partnership of C$10.3 at July 31, 2014
– An additional unrealized gain of C$2.6 million was recognized in the three months ended September 30, 2013 due to strengthening of the U.S.
dollar against the Canadian dollar between August 1, 2014 and September 30, 2014



The combined unrealized gain of approximately C$13 million has been included in the statement of profit or loss and other comprehensive income for
the three and nine months ended September 30, 2014

The Corporation
Corporation’s
s investment in the Partnership is accounted for at fair value
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The Westaim Corporation
p
Investment Strategy

• IInvestt in
i
businesses with
attractive
fundamentals
and business
economics
i

• Execute
business plan
with focus on
long-term
performance
p

• Partner with
aligned and
capable
management
teams

Opportunistic
Investing

Partnership
Approach

Long-term
Horizon

Business
Building
• Provide
oversight and
capital allocation
discipline
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Houston International Insurance Group, Ltd.
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Houston International Insurance Group,
p, Ltd.
Investment Summary


On July 31, 2014, Westaim HIIG Limited Partnership, an Ontario limited partnership established by The Westaim Corporation, completed the
q
of an approximate
pp
70.8% equity
q y interest in Houston International Insurance Group,
p, Ltd.,, an international specialty
p
y insurance company
p y
acquisition
headquartered in the United States



The Acquisition involved:
– the purchase by the Partnership of an aggregate of 16,588,865 shares of HIIG common stock (“HIIG Shares”) from certain shareholders of HIIG
for an aggregate purchase price of $53.7 million; and
– the purchase by the Partnership from HIIG of an aggregate of 18,702,673 HIIG Shares from treasury for an aggregate purchase price of $85
million



In order to complete the Acquisition and to provide working capital, the Partnership received funding of $141.1 million as follows: (i) approximately
$75.7 million from Westaim, (ii) approximately $24.3 million and $22.9 million from affiliates of Everest Re Group, Ltd. and Catlin Group Limited,
respectively, (iii) $10 million from Stephen L. Way, Chairman and Chief Executive Officer of HIIG, and/or certain investors affiliated with Mr. Way, and
(iv) approximately $8.2 million from certain other existing shareholders of HIIG and other investors



In connection with the Acquisition, Westaim raised (i) approximately C$135.1 million through the private placement of subscription receipts at a
purchase price of C$2.65 per share and (ii) approximately C$14.3 million through the private placement of common shares at a purchase price of
C$2 65 per share
C$2.65
h



As a result of the foregoing and certain related transactions:
– HIIG’s Stockholders’ Equity as at September 30, 2014 was $239.4 million(1);
– Westaim had 70,297,342 common shares issued and outstanding as of September 30, 2014;
– the
th Partnership
P t
hi was the
th largest
l
t shareholder
h h ld off HIIG owning
i approximately
i t l 70.8%
70 8% off the
th outstanding
t t di HIIG Shares
Sh
while
hil Westaim
W t i was the
th largest
l
t
holder of Class A limited partnership units of the Partnership (“Units”) owning approximately 53.3% of the outstanding Units;
– Westaim had a look-through economic interest in HIIG of approximately 37.7%; and
– Westaim had cash and cash equivalents on hand of approximately C$95.0 million

The Partnership acquired approximately 70.8% of HIIG for an approximate purchase price of $138.7 million
(1)

Derived from the interim consolidated financial statements of Houston International Insurance Group, Ltd. ("HIIG"). Such statements are the responsibility of the management of HIIG. The information herein is unaudited and is presented in
accordance with United States generally accepted accounting principles (US GAAP)
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Houston International Insurance Group,
p, Ltd.
Investment Structure (1)
Other Limited Partners (LPs)
~$65.4 million
The Westaim Corporation
~$75.7 million (~37.7%)

Affiliate of Everest Re
Group, Ltd.
$24.3
12.2%)
~$24
3 million ((~12
2%)

100.0%

Affiliate of Catlin Group
Limited
~$22
$22.9
9 million (~11
( 11.6%)
6%)

Westaim HIIG Limited
(2)
Partnership

General Partner (GP)

Stephen L. Way

(3)

$10 million (~5.1%)
$1 million
fee (4)
70.8%

(3)

Stephen L. Way

Other Investors

(~8.3%)

Other Remaining
Shareholders

29.2%

Houston International
Insurance Group, Ltd.

~$8.2 million (~4.2%)

(~20.9%)

Figures in US $
(1)
As at September 30, 2014; Percentages in brackets represent economic look-through interest in HIIG
(2)
Limited Partnership established by Westaim to acquire an ownership interest in HIIG
(3)
Includes investment through family trusts associated with Stephen L. Way
(4)
$1 million per annum for the first three years and $0.5 million per annum for the next two years
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Houston International Insurance Group,
p, Ltd.
Overview


HIIG was formed in 2010 through a merger between a specialty
insurance startup (formed in 2007 by Stephen Way) and a
specialty insurance company owned by a consortium of private
equity investors

Lines of Business – 2013 GWP
Construction

Energy

Gross Written Premiums
Premi ms of $400.7
$400 7 million in fiscal 2013



Stockholders’ Equity of $239.4 million as at Sep 30, 2014(1)



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





Underwriting Discipline
– Profitable underwriting ahead of premium growth



Mitigation of Risk
– Experienced underwriting team who understand nuances of
specialized lines of business



Capital Preservation
– Focused
F
d on downside
d
id protection
t ti vs. upside
id potential
t ti l



Controlled Growth
– Organic (opportunistic)
– M&A (selective acquisitions of underwriting agencies)



(1)

Conservative
C
ti Reserving
R
i
– Minimize impact of extraordinary events

Property

Non‐continuing lines and other

13%

27%

13%

7%
35%

H d
Headquartered
t d in
i Houston,
H
t
T
Texas

Principles and Strategy

Professional
5%

– Several members of HIIG’s senior management team are exHCC executives


Specialty

Shareholders (as at September 30, 2014)
Westaim HIIG
Limited
Partnership

Other
Shareholders

70.8%

29.2%

Houston
International
Insurance
G
Group,
Ltd.
Ltd

Derived from the interim consolidated financial statements of Houston International Insurance Group, Ltd. ("HIIG"). Such statements are the responsibility of the management of HIIG. The information herein is unaudited and is presented in
accordance with United States generally accepted accounting principles (US GAAP)
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Houston International Insurance Group,
p, Ltd.
Underwriting
Lines of
Business

Description

Type of Insurance

Interim Q3 2014
NPW *

Interim Q3 2013
NPW *

Construction

Cranes; Specialty Contractors and
Heavy Transport

General Liability, Auto Liability,
Excess Liability, Property/Inland
p
Marine,, Workers Compensation

$34.4 million

$23.2 million

Energy

Mining and
Onshore Oil & Gas

General Liability, Auto Liability,
Excess Liability, Property/Inland
Marine, Workers Compensation

$41.6 million

$25.2 million

S
Specialty

Niche business including Hospitality;
Pest Control; Artisan Contractors;
Commercial Auto (small risks
principally in Louisiana) and Texas
WC

G
Liability and in
Primarily General
some cases Auto Liability, Property,
Texas Workers Compensation

$10 6 million
$104.6

$93 8 million
$93.8

Professional

Miscellaneous E&O and D&O
including Lawyers; Regional banks
and Home Health Providers

Errors & Omissions Liability,
Directors & Officers Liability, Fidelity
Bonds

$22.9 million

$21.6 million

Transactional
Property

Catastrophe risks; Large Fortune 1000
type accounts

Domestic and International property
catastrophe risks

$17.9 million

$28.0 million

$3.3 million

$10.7 million

Non-continuing &
other lines

The team has an average of 25 years of underwriting experience successfully writing these lines of business
* Net Premiums Written for the nine months ending September 30, 2014 and September 30, 2013
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Houston International Insurance Group,
p, Ltd.
Selected Q3 Financial Information (1)

Lines of Business – Q3 2014 vs Q3 2013 (1)

For the three months ended
Sep 30, 2014
Sep 30, 2013

For the three months ended
Sep
p 30, 2014
Sep
p 30, 2013

(unaudited)

(unaudited)

Income Statement
Gross Written Premium
Net Premiums Written
Net Premiums Earned

$ 95,842

$ 83,359

72,518
84,322

67,751
61,002

$ 7,172

$ 917

$ 239,375

$ 140,229
528,388

Net Income
Balance Sheet Information
Stockholders' Equity
Investment Portfolio

643,391

Net Premiums Written –Q3 2014 (1)
Construction

Energy

Specialty

Professional
3%1%

12%

Property

Non‐continuing lines and other

14%

20%

Segmented Information
Net Premiums Written:
Construction
Energy
Specialty
Professional
Property
Non-continuing lines and other

Net Loss and LAE Ratio:
Construction
Energy
Specialty
Professional
Property
Non-continuing lines and other

$ 10,570
14,902
36,639
8,601
2,134
(328)

$ 7,283
12,376
30,807
7,755
6,307
3,223

$ 72,518

$ 67,751

65%
55%
64%
59%
33%
n.m. (2)

60%
11%
77%
56%
18%
n.m. (2)

63%

66%

50%

(1)
(2)

The above selected financial information has been derived from the interim consolidated financial statements of Houston International Insurance Group, Ltd. ("HIIG"). Such statements are the responsibility of the management of HIIG. The
information herein is unaudited and is presented in accordance with United States generally accepted accounting principles (US GAAP)
Not meaningful, but included in the aggregate ratios
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Houston International Insurance Group,
p, Ltd.
Selected Interim Q3 Financial Information (1)

Income Statement
Gross Written Premium
Net Premiums Written
Net Premiums Earned

For the nine months ended
Sep 30, 2014
Sep 30, 2013

For the nine months ended
Sep
p 30, 2014
Sep
p 30, 2013

(unaudited)

(unaudited)

$ 350,030

$ 299,936

224,762
240,299

202,527
156,471

$ 15,634

$ 2,408

$ 239,375

$ 140,229
528,388

Net Income
Balance Sheet Information
Stockholders' Equity
Investment Portfolio

Lines of Business – Interim Q3 2014 vs Q3 2013 (1)

643,391

Net Premiums Written – Interim Q3 2014 (1)
Construction

Energy

Specialty

Professional

8%

Property

Non‐continuing lines and other

1%
15%

10%

19%

Segmented Information
Net Premiums Written:
Construction
Energy
Specialty
Professional
Property
Non-continuing lines and other

Net Loss and LAE Ratio:
Construction
Energy
Specialty
Professional
Property
Non-continuing lines and other

$ 34,428

$ 23,242

41,550
104,555
22,993
17,916
3,320

25,155
93,840
21,618
27,999
10,673

$ 224,762

$ 202,527

62%
55%
69%
60%
35%
n.m. (2)

61%
43%
76%
46%
32%
n.m. (2)

65%

69%

47%
(1)
(2)

The above selected financial information has been derived from the interim consolidated financial statements of Houston International Insurance Group, Ltd. ("HIIG"). Such statements are the responsibility of the management of HIIG. The
information herein is unaudited and is presented in accordance with United States generally accepted accounting principles (US GAAP)
Not meaningful, but included in the aggregate ratios

15

Conclusion
Summary


In early 2014, Westaim announced a transformative transaction
– Partnered with third party investors and an experienced management team with a proven track record in the global specialty P&C insurance
market to invest $138.7 million in HIIG (the Partnership received total funding of $141.1 million and Westaim’s investment in the Partnership was
approximately $75.7 million)
– Raised gross proceeds of approximately C$149.4 million through equity financings of subscription receipts and common shares



Upon completing the HIIG acquisition, Westaim had approximately C$95.0 of cash, which provides the ability to:
– Continue to support
pp HIIG in the execution of its business p
plan;; and
– Actively evaluate and respond quickly to opportunities within the global financial services industry

Westaim is well positioned to further enhance shareholder value through its current investment in HIIG and through additional
long-term investments within the global financial services industry
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