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Court File No. CV-14-507120 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

BETWEEN: 

THE CATALYST CAPITAL GROUP INC. 

-and-

BRANDON MOYSE and WEST FACE CAPITAL INC. 

AFFIDAVIT OF THOMAS DEA 
(Sworn July 7, 2014) 

Plaintiff 

Defendants 

I, Thomas Dea, of the City of Toronto, in the Province of Ontario, 

MAKE OATH AND SAY: 

1. I am a Partner of the Defendant, West Face Capital Inc. ("West Face") and as 

such, I have knowledge of the matters to which I hereinafter depose. Where this 

Affidavit is based on information and belief, I have stated the source of that 

information or belief and verily believe it to be true. 

2. In making this Affidavit, I have also had the opportunity to review the Affidavit 

sworn by James A. Riley, Chief Operating Officer for The Catalyst Capital 

Group Inc., ("Catalyst") on June 26, 2014 (the "Riley Affidavit") as well as the 

Affidavit sworn by Alexander Singh, General Counsel and Secretary of West 

Face, on July 7, 2014. 

1 
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Nature of West Face's Business 

3. West Face is an investment manager based in Toronto. West Face has been in 

business since 2006. West Face employs approximately 43 staff in Toronto who 

work in the following capacities: portfolio management, investor relations, 

administration and general office support. 

4. West Face manages a number of funds and accounts covering a broad range of 

investment strategies. Its investments, which are in publicly traded and privately 

negotiated securities, include "long positions" in common equities, bonds, 

convertible debentures and distressed debt situations as well as certain "short 

positions". It has assets under management of over $2.5 billion. 

5. West Face's strategies are not intended to be correlated to the general 

performance of the broader market indices; rather, West Face focuses on "event 

driven investment strategies". An "event driven investment strategy" is generally 

one in which West Face has identified a situation where securities are believed to 

be mispriced for one or two principal reasons. 

6. West Face does not use a single approach for these types of investments, and in 

fact, it will often seek unusual circumstances where the factors that are expected 

to contribute to favourable investment performance are not correlated with other 

factors in the broader portfolio. Factors can include corporate reorganizations, 

business combinations, adverse external shocks, unhedged commodity 

exposures, management malfeasance or fraud, over-indebtedness, liquidity 

constraints, changes in regulatory or government policy, and litigation. In most 

2 
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cases, in making such event driven investments, West Face does not seek to take 

either a controlling interest or a position of influence in the company. Moreover, 

it is not part of this strategy for West Face to become involved in the 

management of the company. Investments by West Face for outright control 

have been rare. 

West Face has two principal groups of funds: the Long-Term Opportunities Fund 

(the "LTOF") and the Alternative Credit Fund (the "ACF"). The LTOF, which 

is .West Face's principal and inaugural fund, has a broad investment mandate 

which is principally focused on making minority investments in public common 

equity strategies and publicly traded debt opportunities primarily related to 

companies located in North America. 

The investment mandate of the ACF, which was launched in December 2013, is 

to make investments in illiquid private debt with terms greater than two years, 

with the expectation of holding each investment until its maturity. Contrary to 

the statements made in the Riley Affidavit, this fund was not established to 

compete with Catalyst. The ACF was created in order to continue activities 

previously undertaken in the LTOF on a limited basis. The ACF allows West 

Face to better match assets' liquidity characteristics with investor requirements. 

Because the LTOF allows investors in the fund to request to redeem their 

investments on a quarterly basis, West Face must overwhelmingly pursue 

investments in the LTOF that can be liquidated fairly quickly if necessary. The 

ACF, by contrast, is a pool of committed capital which is drawn as required to 
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fund illiquid debt investments expected to be held to maturity, which can be up 

to 7 years. Again, investments in the ACF are not intended, primarily, to seek a 

controlling interest or a position of influence in a company. 

Comparison of West Face and Catalyst 

10. West Face's primary investment strategy has a different focus from Catalyst. As 

outlined in the Riley Affidavit, Catalyst is focused on control or influence-based 

"distressed investments" (i.e. investment opportunities where a company is 

considered to be under-managed, under-valued or poorly capitalized). 

Generally, this means that Catalyst seeks to control or influence the management 

of the companies it is investing in, to increase the value of the company by 

influencing/changing its management or operations. 

11. This description is also found on Catalyst's website, a copy of which is attached 

as Exhibit "A" to my Affidavit. 

12. During the aftermath of the credit crisis from 2008 to 2009, West Face made a 

number of"distressed investments" in public debt securities. However, since that 

time, credit availability has improved materially and, as a result, the number of 

opportunities that can be considered "distressed investments" has declined 

significantly, such that there are very few opportunities available to pursue this 

type of strategy. The relatively small number of investment opportunities in this 

field, particularly when confined to Canada, also has the result that the 

investment opportunities that are available are widely known in the industry. 

4 
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13. As a result of these factors, over the last few years, West Face has focused less 

and less on making distressed investments, although it is not out of this market 

entirely. 

14. Ultimately, West Face tends to focus on publicly traded securities while Catalyst 

is a private equity firm. This is an important distinction, since private equity 

firms like Catalyst that seek to make investments that either influence or control 

the company have very different arrangements with their investors. In those 

circumstances, capital is committed by investors but not funded until suitable 

investments are identified. The capital can also be retained, typically for very 

long periods of up to 10 years or more, which is often required because the 

companies are often not listed on public exchanges. When the private equity firm 

sells its investment, the capital is then typically returned to the investors. 

15. By contrast, as I noted above, West Face's LTOF pursues much more liquid 

investments. Further, while it is common for private equity firms like Catalyst to 

become involved with a target company's management, West Face generally 

does not become involved with the management of target companies. 

16. As such, while West Face and Catalyst do compete in certain respects, their 

primary business focuses are different, as they concentrate on different 

investment opportunities and seek to take different levels of control of the 

companies in which they seek to invest. Where West Face and Catalyst have 

been involved in the same investment target, Catalyst has been a very small 

participant, presumably because of its restricted investment mandate. 

5 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

-6-

Brandon Applies for a Job at West Face 

17. I first met Brandon Moyse in or around 2012. West Face had commenced a 

recruitment drive for a number of analyst positions and Brandon had submitted 

an application. Although West Face did not hire Brandon during this round of 

recruitment, we nonetheless stayed in touch. 

18. On or about September 25, 2012, Brandon contacted me to tell me that he had 

accepted a position at Catalyst. Although I congratulated Brandon at that time, I 

did tell him that Catalyst had a reputation in the marketplace as a difficult place 

to work. 

19. With the exception of a single email which I received from Brandon in 

December 2012 about a transaction that he had recently worked on which had 

been published in the news, I did not hear from Brandon again until March 2014. 

20. On or about March 14, 2014, Brandon sent me an email in which he told me that 

he had seen that West Face had launched a new alternative credit fund. Brandon 

advised me that, if there was a position available, he would be interested in 

working with West Face on this new venture. 

21. I subsequently met with Brandon on March 26, 2014. During our meeting, we 

discussed the financial industry generally and Brandon shared with me his goal 

of working in a role where his focus was on pursuing new investments rather 

than on existing portfolio investments, which was the focus of his position at 

Catalyst. As West Face was currently recruiting for analysts, I asked Brandon to 

6 
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provide me with a copy of his resume so that I could circulate it to others at West 

Face. 

22. Following our meeting, I arranged for Brandon to meet with several of my 

colleagues on or about Aprilll, 2014 and again on or about April 28, 2014. On 

or about May 9, 2014, I asked and obtained several references from Brandon, 

whom we contacted over the next several days. 

Brandon's Employment Relationship with West Face 

23. Pursuant to the terms of a written offer of employment dated May 26, 2014, 

24. 

West Face offered employment to Brandon as an Associate (the "West Face 

Employment Contract"). Brandon accepted the terms of West Face's offer on 

May 26, 2014; he started working at West Face on June 23, 2014. A copy of the 

West Face Employment Contract is attached as Exhibit "B" to my Affidavit. 

Brandon is 26 years old and only one of his four years of experience in the 

financial services industry has been spent working at a firm that makes 

investments as a principal as its primary function. Brandon was hired as an 

Associate to act as a generalist working on a variety of investment strategies 

across a diverse set of industries. His duties include: 

(a) Fundamental research and due diligence of investment opportunities, 
including equities and credits; 

(b) 

(c) 

Financial modeling; 

Deal structuring; and 

(d) General support ofWest Face's Portfolio Managers. 

7 
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Brandon is the most junior member of West Face's investment team. At his 

position, he does not receive portfolio summaries, is not a member of West 

Face's investment committee, does not participate in senior management 

meetings nor does he have the authority to make any strategic decisions. I 

estimate that there are hundreds of positions like Brandon's at banks and other 

financial institutions in Toronto. While these types of junior employees are 

capable of making a contribution to their employers, they are not able to work 

independently without significant supervision, especially in the context of an 

institutional money management firm like West Face. 

Under the terms of the West Face Employment Contract, Brandon agreed that he 

would not use any property in the course of his employment with West Face that 

was the confidential or proprietary information of any other person, company, 

group or organization. 

In addition, Brandon represented and warranted that his acceptance of West 

Face's offer of employment would not result in any breach of any non

solicitation and non-competition agreements. With respect to this particular 

representation, Brandon told us that he had a non-competition covenant with 

Catalyst. West Face subsequently asked Brandon to provide us with a copy of his 

employment contract with Catalyst redacting any confidential information. On 

May 28, 2014, Brandon provided us with a redacted copy of his employment 

contract with Catalyst (the "Catalyst Employment Contract"). A copy of the 

Catalyst Employment Contract is attached as Exhibit "C" to my Affidavit. 

8 
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28. Upon reviewing the Catalyst Employment Contract, West Face concluded that 

the non-competition covenant was unenforceable for a number of different 

reasons. I will give just two examples here. First, given its breadth, it would 

prohibit Brandon from working for virtually any investment company in Ontario. 

In addition, the covenant restricted Brandon from working in any business of the 

type conducted by "any direct Associate" of Catalyst within Canada, which, 

given the nature and industry scope of Catalyst's investments and the broad 

definition of "Associate" under Ontario's Business Corporations Act, prohibited 

Brandon from participating in a wide variety of industries and sectors that are 

completely unrelated to Brandon's duties with West Face. There are certainly 

other reasons to challenge the clause in addition to these two. As such, we 

concluded that Brandon was not restricted from working for West Face by virtue 

of the non-competition clause, as it was not enforceable. 

29. West Face also reviewed the non-solicitation clause in the Catalyst Employment 

Contract and concluded that it was similarly unenforceable. While there are a 

number of reasons for its unenforceability, for brevity, I will simply note that it 

is overbroad since it purports to prevent Brandon from soliciting equity or other 

forms of capital for any entity " ... managed, advised and/or sponsored by any of 

the protected entities" regardless of whether Brandon actually had any contact or 

relationship with the particular entity during the course of his employment. 

30. In any event, the nature of Brandon's position with West Face is such that he 

will not be soliciting equity or other forms of capital for West Face's funds, and 

9 
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therefore the risk of a breach of this clause, notwithstanding its unenforceability, 

is low. 

31. At the time that West Face first provided Brandon with a written offer of 

employment, I asked Alexander Singh, West Face's · General Counsel and 

Secretary, to speak to Brandon and remind him that he was not under any 

circumstances to disclose or use any confidential or proprietary information 

belonging to Catalyst. I did so because I wanted to ensure that Brandon 

understood that although we did not feel the non-competition covenant was 

enforceable, Brandon still had obligations of confidentiality to Catalyst. 

32. I am advised by Mr. Singh and verily believe that he immediately conveyed my 

concerns to Brandon, and that Brandon confirmed to Mr. Singh that he would 

not disclose or use any confidential or proprietary information belonging to 

Catalyst. 

West Face Advises Catalyst that Brandon will Abide by His Confidentiality 
Obligations 

33. On May 30, 2014, West Face received a letter from Catalyst's external counsel, 

Rocco Di Pucchio, expressing concerns over West Face's hire of Brandon. At 

the time we received this letter, I had already been advised by Mr. Singh that he 

had spoken with Brandon about his confidentiality obligations. A copy of Mr. 

Di Pucchio's letter dated May 30, 2014 is attached as Exhibit "D" to my 

Affidavit. 

10 
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34. On June 3, 2014, West Face's external counsel, Adrian Miedema, responded to 

Catalyst's letter on West Face's behalf. In this letter, West Face confirmed that it 

had impressed upon Brandon that he was not to share or divulge any confidential 

information that he obtained during his employment with Catalyst. A copy of 

Mr. Miedema's letter dated June 3, 2014 is attached as Exhibit "E" to my 

Mfidavit. 

35. By letter dated June 5, 2014, Brandon's counsel, Jeff Hopkins, advised Catalyst 

that in response to its concerns, Brandon was willing to confirm in writing that 

he understood and would abide by the confidentiality provision contained in the 

Catalyst Employment Contract. A copy of Mr. Hopkins' letter dated June 5, 

2014 is attached as Exhibit "F' to my Affidavit. 

36. In a letter dated June 13, 2014, Mr. Di Pucchio advised that the assurances of 

West Face and Brandon that Brandon would not share or divulge any of 

Catalyst's confidential information "did not go far enough". A copy of Mr. Di 

Pucchio's letter dated June 13, 2014 is attached as Exhibit "G" to my Affidavit. 

37. I am advised by Mr. Miedema and verily believe that on June 18, 2014, he 

attended a conference call with Mr. Di Pucchio and Mr. Hopkins during which 

Mr. Di Pucchio advised that Catalyst was concerned about a specific transaction 

for which Catalyst and West Face had each submitted bids (the "Transaction"). 

38. In response to Catalyst's concerns, Mr. Hopkins sent a letter on June 19, 2014 in 

which Brandon again confirmed that he fully understood and intended to abide 

by his contractual obligations of confidentiality to Catalyst and further, that he 

11 
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would not divulge any information regarding the Transaction. The letter 

confirmed that Brandon was willing to confirm these legal obligations in writing, 

including references to specific areas of concern of Catalyst. A copy of Mr. 

Hopkins' letter dated June 19, 2014 is attached as Exhibit "H" to my Affidavit. 

Later that afternoon, Mr. Miedema received an email from Mr. Di Pucchio 

advising that he had been instructed by Catalyst to commence proceedings 

against West Face and Brandon. Prior to receiving this communication, West 

Face was already in the process of implementing a confidentiality wall between 

Brandon and the rest of West Face with respect to the Transaction (the 

"Confidentiality Wall"). 

Under the terms of the Confidentiality Wall which has been in place since 

Brandon started working at West Face on June 23, 2014, Brandon is not 

permitted to discuss any information that he may have about the Transaction 

with anyone at West Face, nor can anyone at West Face inquire about or discuss 

the Transaction with Brandon. Further, West Face's information technology 

group restricted access to the network for files regarding the Transaction. Copies 

of the Confidentiality Wall Memorandum and the email from West Face's Chief 

Compliance Officer to Brandon enclosing the Confidentiality Wall 

Memorandum are attached as Exhibits "I" and "J" respectively to my Affidavit. 

Mr. Miedema subsequently wrote, by letter dated June 19, 2014, to Mr. Di 

Pucchio advising that West Face had implemented the Confidentiality Wall and 

confirming that Brandon had not had, and would not have, any involvement with 

12 
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the Transaction at West Face. A copy of Mr. Miedema's letter dated June 19, 

2014 is attached as Exhibit "K" to my Affidavit. 

Since the commencement of this litigation, West Face has taken steps to preserve 

all documents relevant to the matters at issue. In addition, West Face has 

conducted a diligent search of its emails to determine whether there was any 

information of Catalyst disclosed by Brandon. West Face has found only one 

email from Brandon in which he provided West Face with documents related to 

Catalyst's business. The documents were provided by email from Brandon to 

me at the early stages of the recruitment process as a way of Brandon showing 

me his written communication skills and the types of work he was doing at 

Catalyst. A copy of the email from Brandon to me dated March 27, 2014 is 

attached as Exhibit "L" to my Affidavit. 

West Face has not used or relied on any of the documents attached to this email, 

nor has West Face done any significant review of the documents attached to this 

email. Moreover, as I noted earlier, prior to Brandon commencing work, I am 

advised by Mr. Singh and verily believe that he conveyed to Brandon that West 

Face takes matters of confidentiality very seriously and that if he wished to work 

at West Face he was not to provide West Face with any information related to 

Catalyst's business. Brandon has not made any further disclosures of any of 

Catalyst's information. 

Interim relief is not appropriate. There are legitimate grounds to believe that the 

non-competition and non-solicitation covenants are not enforceable. That said, 

13 
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even if the covenants may be enforceable, which is not admitted but is expressly 

denied, interim relief is not justified, as monetary damages are calculable and 

will be sufficient to address any damage to Catalyst. 

Moreover, West Face has taken significant efforts to ensure that no confidential 

information is disclosed by Brandon to West Face, West Face has done a 

comprehensive review of its emails respecting confidentiality and with one 

exception (which has been addressed) no such information has been disclosed, 

and with respect to the Transaction that Catalyst has raised as a concern, West 

Face has taken steps to ensure not only that no confidential information is 

disclosed, but has gone so far as to ensure that Brandon has no access to or 

involvement in the Transaction on behalf of West Face. In any event, West Face 

confirms that it will preserve all relevant documents to any matter in issue which 

West Face has in its power, possession or control for the duration of this 

proceeding. 

I make this Affidavit in response to Catalyst's motion for an interim injunction 

and for no other purpose. 

) 
) 
) 
) 

~~--~~~~~~--------) 

14 
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Catalyst Capital Group Inc. 
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The Catalyst Capital Group Inc. is a private equity investment firm founded in June 2002. Catalyst specializes 

in control and/or influence investments in distressed and undervalued Canadian situations. 

• Home Chttp://www.catcapital.comD 

• About Catalyst (http://www.catcapital.com/aboutl) 

• Guiding Principles (http://www.catcapital.com/guiding-principlesD 

• Portfolio (http://www.catcapital.com/portfolioD 

• Thought Leadership (http://www.catcapital.com/thought-leadershioD 

• Careers Chttp://www.catcapital.com/careers-at-catalystl) 

• Contact Us (http://www.catcapital.com/contactl) 

About Catalyst 

The Catalyst Capital Group Inc. ("Catalyst" or the "Firm") is a private equity investment firm founded in June 

2002. Catalyst specializes in control and/or influence investments in distressed and undervalued Canadian 

situations. 

The Catalyst team collectively possesses more than 11 0 years of relevant experience in restructuring, credit 

markets and merchant and investment banking in both the U.S. and Canada. The most senior members of the 

team have been working together at Catalyst since the Firm's inception. The Catalyst team has extensive 

knowledge of and experience in navigating the Canadian capital markets and integrating Canadian 

restructurings, when necessary, with U.S. and other jurisdictions' capital market restructuring, regulatory, and 

political processes. This experience combined with their on-the-ground presence has resulted in Catalyst being 

one of the preeminent investors in distressed and undervalued situations globally. Catalyst believes its job is to 

manufacture risk-adjusted returns and, as a result, its Guiding Principles are an integral part of its culture. 

Catalyst manages five funds- Catalyst Fund Limited Partnership I ("Fund I"}, Catalyst Fund Limited 

Partnership II ("Fund II"}, Catalyst Fund II Parallel Limited Partnership ("Fund II PPD) Catalyst Fund Limited 

Partnership Ill ("Fund Ill"} and Catalyst Fund IV ("Fund IV"). Fund I has experienced a realized gross annual 

return of approximately 69% on invested capital through September 30, 2013. Fund II was formed in April 

2006. Fund II PP was formed in June 2008 as a co-invest fund for Fund II. The combined gross annual realized 

return, since inception, for Fund II and Fund II PP is approximately 22% as of September 30, 2013. Fund Ill 

had its final close effective March 31, 2011 having exceeded its "hard cap" of U.S. $1 billion in limited partner 

commitments and with a demand of in excess of $1.25 billion. As of September 30, 2013, Fund Ill had 

experienced gross annual realized returns, since inception, of approximately 34%. Fund IV had its final close 

effective July 31, 2013 and also exceeded its "hard cap" of U.S. $750 million in limited partner commitments 

and with a demand of in excess of U.S. $800 million. As of September 20, 2013 Fund IV had experienced 

gross annual unrealized returns, since inception, of approximately 31 %. Catalyst currently manages in excess 

of U.S. $3 billion. 

http://www .catcapital.com/aboutf 30/06/2014 



I About Catalyst « Catalyst Capital Group Inc. Page 2 of2 18 

I Leaders in Active 
Distressed Investing 

I 
in Canada 

I Specialists in 

Operational 

I 
Restructurings 

I Thought Leadership(#) 

I Portfolio(#) 

I 
I © 201 0 - The Catalyst Capital Group Inc. 

• Home (http://www.catcapital.comD 

I 
• About Catal)lst {http://www.catcapital.com/abou!Q 

• Guiding Princigles (http://www.catcapital.com/guiding-principlesQ 

• Portfolio (http://www .catcapital.comlportfolio!) 

I • Thought Leadershi~ (http://www.catcapital.com/thought-leadershio!) 

• Contact Us (http://www.catcapital.com/contact/l 

I 
Investor Login Here (https://secure.reportingsvstem.com/CatCapitallindex.cfml 

'I 
I 
I 
I 
I 
I 
I http://www .catcapital.com/about/ 30/06/2014 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
~I 

I 
I 
I 

8 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

THIS IS EXHIBIT "B" REFERRED TO IN THE 

AFFIDAVIT OF THOMAS DEA SWORN BEFORE 

ME THIS 7rn DAY OF JULY, 2014. 

19 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

BETWEEN: 

A. 

B. 

THIS EMPLOYMENT AGREEMENT dated as of May 26, 2014. 

West Face Capital Inc., a corporation incorporated 
under the laws of Canada (hereinafter called 
the "Corporation") 

-and-

Brandon Moyse, residing in Toronto, in the Province of 
Ontario (hereinafter called the "EMPLOYEE"); 

WHEREAS, the Corporation is principally engaged in the business of providing 
financial services; 

AND WHEREAS, the Corporation and the EMPLOYEE are desirous of entering into 
this Agreement on the terms, conditions and for the considerations as set out below. 

NOW THEREFORE THIS AGREEMENT WITNESSETH that in consideration of the 
premises, the mutual covenants and agreements contained in the Agreement below and other good and 
valuable consideration, the parties hereto mutually covenant and agree as follows: 

1.01 

1.02 

1.03 

ARTICLE I. 
EMPLOYMENT 

The Corporation hereby agrees to employ the EMPLOYEE effective June 23, 2014, or 
such other date as determined by the Corporation in consultation with the Employee 
(the "Start Date"), under the title of Associate and the EMPLOYEE agrees to be 
employed by the Corporation in accordance with the terms and provisions hereof. 

The EMPLOYEE shall initially report to Gregory A. Boland ("Supervisor"). The 
reporting line and direct supervisor of the EMPLOYEE may be changed at the discretion 
of the Supervisor. 

The EMPLOYEE's duties as Associate will include: 

• Fundamental research and due diligence of investment opportunities, including 
equities and credits; 

• Financial modeling; 

• Deal structuring; 

• General support of the Corporation's Portfolio Managers; 

• and such other duties assigned by the Corporation. 
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2.0I 

3.0I 

3.02 

3.03 

3.04 

3.05 

ARTICLE2. 
TERM OF CONTRACT 

The term of this Agreement shall commence as and from the Start Date and shall be for 
an indefmite term subject to termination in accordance with this Agreement. 

ARTICLE3. 
COMPENSATION 

In consideration of the services to be provided by the EMPLOYEE to the Corporation 
pursuant to ARTICLE I hereof, the Corporation shall pay to the EMPLOYEE a 
minimum annual salary (the "Salary") at the annual rate of $II 0,000.00 or such other 
amount from time to time as set by the Corporation. Remuneration shall be paid in twice 
monthly installments through direct deposit to the EMPLOYEE's bank account, subject 
to all required tax withholdings and statutory and other deductions. An increase in the 
EMPLOYEE's Salary shall be at the sole discretion of the Chief Executive Officer. 

The EMPLOYEE shall be eligible for an annual discretionary bonus, which shall reflect 
the EMPLOYEE's performance based on assessments by the Corporation's Portfolio 
Managers and in accordance with the bonus policy or program established by the 
Corporation (as may be amended by the Corporation from time to time). The amount of 
the annual bonus will have a target range of 50% to I 00% of EMPLOYEE's Salary (pro
rated for less than a full year's employment) but will be determined by the Corporation in 
its sole discretion. In order to be eligible for a bonus, the EMPLOYEE must be "Actively 
Employed" and in compliance with the Corporation's policies and directives concerning 
the EMPLOYEE's job performance and conduct on the bonus pay out date. For the 
purposes of this Agreement, "Actively Employed" means that the EMPLOYEE must be 
employed by the Corporation and must not have resigned or given notice of intent to 
resign, and, in the event that the EMPLOYEE's employment is terminated for any reason, 
"Actively Employed" shall include only the period of statutory notice (if any) required by 
the Employment Standards Act. Bonuses are subject to required deductions and 
withholdings. A bonus is not considered vested or earned until it is paid. 

The EMPLOYEE shall be eligible to participate in all benefit plans ("Benefits"), 
including health and dental plans, generally available to employees of the Corporation, 
subject to plan terms (including eligibility criteria) as of the Start Date; except that the 
EMPLOYEE shall not be eligible for the extended health care plan until the enq of his 
probatiQnary period. Premiums for the employee-paid long-term disability insurance 
plan will be deducted from the EMPLOYEE's net salary. The EMPLOYEE 
acknowledges that the Corporation retains the right to change or terminate any benefit 
plans. 

The EMPLOYEE shall be promptly reimbursed for all reasonable expenses incurred by 
the EMPLOYEE in or about the execution of the EMPLOYEE's services under this 
Agreement. All such expenses shall be verified by statements, receipts or other 
reasonable evidence satisfactory to the Corporation. 

The Corporation shall reimburse the EMPLOYEE for the EMPLOYEE's professional 
fees related to the EMPLOYEE's employment. All such fees shall be verified by 
statements, receipts or other reasonable evidence satisfactory to the Corporation. 
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(a) 

(b) 

1.04 

1.05 

1.06 

1.07 

The EMPLOYEE will carry out the EMPLOYEE's duties on the basis of the following 
terms and conditions: 

the EMPLOYEE shall act as a fiduciary of the Corporation and shall faithfully, honestly 
and diligently serve the Corporation and cooperate with the Corporation and utilize the 
EMPLOYEE's professional skill and care to ensure that all services rendered under this 
Agreement are to the satisfaction of the Corporation, acting reasonably, and in the best 
interests of the Corporation. 

the EMPLOYEE shall assume, implement and execute such duties, directions, 
responsibilities, procedures, policies and lawful orders as may be reasonably determined 
or given by the Supervisor from time to time and report results of same as may from time 
to time be determined by the Supervisor. 

The EMPLOYEE'S employment and the Corporation's agreement to employ the 
EMPLOYEE is conditional upon completion of a background check on the EMPLOYEE 
satisfactory to the Corporation. 

As a material inducement to the Corporation to employ the EMPLOYEE, the 
EMPLOYEE represents and warrants to the Corporation that: 

(a) 

(b) 

(c) 

(d) 

He has all, or will undertake as soon as possible to obtain all appropriate 
qualifications, designations and licensing required by governmental and 
regulatory bodies to carry out his duties including, without limitation, 
those required by the Ontario Securities Commission; 

He is not currently suspended, disbarred, under investigation or 
otherwise not in good standing with any regulatory body; 

The acceptance of the Corporation's retention by the EMPLOYEE would 
not result in any breach of any agreements, whether written or oral, that 
the EMPLOYEE is a party to including, without limitation, non
competition and non-solicitation agreements; and · 

The EMPLOYEE will not use any property in the course of the 
EMPLOYEE's employment which is confidential or proprietary 
information of any other person, company, group or organization. 

The EMPLOYEE agrees that he will not engage in any activities (either during or outside 
of working hours) that create a conflict with the interests of the Corporation, nor shaH he 
provide any service to any person, company, group or organization if, in the sole opinion 
of the Corporation, the provision of such service would actually or potentially create a 
conflict of interests. 

It is acknowledged and agreed between the parties to this Agreement that the services to 
be provided by the EMPLOYEE hereunder are of such a nature that hours of work will 
vary from day to day and week to week. The Corporation may change the 
EMPLOYEE's hours of work and work schedule from time to time due to organizational 
demands. The EMPLOYEE understands that the EMPLOYEE's salary is compensation 
for all hours of work, subject to the requirements of the Ontario Employment Standards 
Act, 2000, or any successor or amended legislation (the "Employment Standards Act"). 
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2.01 

3.01 

3.02 

3.03 

3.04 

3.05 

ARTICLE2. 
TERM OF CONTRACT 

The tenn of this Agreement shall commence as and from ~he Start Date and shall be for 
an indefinite term subject to termination in accordance with this Agreement. 

ARTICLE3. 
COMPENSATION 

In consideration of the services to be provided by the EMPLOYEE to the Corporation 
pursuant to ARTICLE 1 hereof, the Corporation shall pay to the EMPLOYEE a 
minimum annual salary (the "Salary") at the annual rate of $ or such other 
amount from time to time as set by the Corporation. Remuneration shall be paid in twice 
monthly installments through direct deposit to the EMPLOYEE's bank account, subject 
to all required tax withholdings and statutory and other deductions. An increase in the 
EMPLOYEE's Salary shall be at the sole discretion of the Chief Executive Officer. 

The EMPLOYEE shall be eligible for an annual discretionary bonus, which shall reflect 
the EMPLOYEE's performance based on assessments by the Corporation's Portfolio 
Managers and in accordance with the bonus policy or program established by the 
Corporation (as may be amended by the Corporation from time to time). The amount of 
the annual bonus will have a target range of 50% to 100% of EMPLOYEE's Salary (pro
rated for less than a full year's employment) but will be determined by the Corporation in 
its sole discretion. In order to be eligible for a bonus, the EMPLOYEE must be "Actively 
Employed" and in compliance with the Corporation's policies and directives concerning 
the EMPLOYEE's job performance and conduct on the bonus pay out date. For the 
purposes of this Agreement, "Actively Employed" means that the EMPLOYEE must be 

. employed by the Corporation and must not have resigned or given notice of intent to 
resign, and, in the event that the EMPLOYEE's employment is terminated for any reason, 
"Actively Employed" shall include only the period of statutory notice (if any) required by 
the Employment Standards Act. Bonuses are subject to required deductions and 
withholdings. A bonus is not considered vested or earned until it is paid. 

The EMPLOYEE shall be eligible to participate in all benefit plans ("Benefits"), 
including health and dental plans, generally available to employee's of the Corporation, 
subject to plan terms (including eligibility criteria) as of the Start Date; except that the 
EMPLOYEE shall not be eligible for the extended health care plan until the end of his 
probationary period. Premiums for the employee-paid long-term disability insurance 
plan will be deducted from the EMPLOYEE's net salary. The EMPLOYEE 
acknowledges that the Corporation retains the right to change or terminate any benefit 
plans. 

The EMPLOYEE shall be promptly reimbursed for all reasonable expenses incurred by 
·the EMPLOYEE in or about the execution of the EMPLOYEE's services under this 
Agreement. All such expenses shall be verified by statements, receipts or other 
reasonable evidence satisfactory to the Corporation. 

The Corporation shall reimburse the EMPLOYEE for the EMPLOYEE's professional 
.fees related to the EMPLOYEE's employment. All such fees shall be verified by 
statements, receipts or other reasonable evidence satisfactory to the Corporation. 
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4.01 

4.02 

5.01 

6.01 

7.01 

ARTICLE4. 
VACATION 

During the term of this agreement, the EMPLOYEE shaii be entitled to earn a minimum 
of two (2) weeks of vacation in each calendar year pro-rated for partial years of 
employment. Vacation shall be taken by the EMPLOYEE at such time as may be 
acceptable to the Supervisor having regard to the Corporation's operations. The 
EMPLOYEE agrees that he will not take vacation during his probationary period. 

In the event the EMPLOYEE fails to utilize any such vacation time during a calendar 
year, such vacation time may not be carried over and such time will be forfeited subject 
to the Employment Standards Act. 

ARTICLES. 
BACKGROUND CHECKS 

The Corporation conducts background checks on all new employees to ensure that such 
employees meet the Corporation's high standards and fit well within the team. The 
EMPLOYEE consents to the Corporation obtaining the following background 
information, and acknowledges that the employment is conditional on such information 
being acceptable to the Corporation in its discretion: 

• Police/criminal record check; 
• Proof that you are legally permitted to work in Canada; and 
• Employment background check. 

ARTICLE6. 
INCAPACITY 

In the event the EMPLOYEE is insured either personally or through the Corporation or 
through a group plan provided by the Corporation for loss of income as a result of 
disability and the EMPLOYEE receives compensation or disability income pursuant 
thereto, then the amount of remuneration (if any) which the EMPLOYEE is otherwise 
entitled to receive hereunder during the period of illness or incapacity shall be reduced by 
the amount of compensation or disability income paid by such insurer to the 
EMPLOYEE and the EMPLOYEE covenants and agrees that the EMPLOYEE shall 
immediately advise the Corporation from time to time of the receipt of any such disability 
income paid by such insurer to the EMPLOYEE, provided however that this clause shall 
only be applicable if premiums for the said insurance are paid or funded by the 
Corporation. 

ARTICLE7. 
CONFIDENTIAL INFORMATION 

The EMPLOYEE covenants and agrees that he will keep in strict confidence (as if it were 
his own confidential information) and shall not use, directly or indirectly, for any other 
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7.02 

7.03 

8.01 

purpose other than for the purpose of the EMPLOYEE's employment hereunder, all oral 
or written confidential knowledge, materials, business data or other information 
(the "Confidential Information"), obtained or acquired during the course of the 
EMPLOYEE's employment hereunder relating to the Corporation or any subsidiary, 
affiliate or any legal entity controJled by the same persons (as the term is defined by the 
Business Corporations Act (Ontario), either directly or indirectly, and their respective 
business and affairs (collectively, the "Combined Business") as the Corporation. The 
EMPLOYEE will not disclose, divulge, publish or transfer, or authorize or permit anyone 
else to disclose, divulge, publish or transfer or use to the EMPLOYEE's own advantage 
any Confidential Information obtained pursuant to this Agreement or which relate in any 
manner to the business and affairs of the Combined Business, without the prior written 
consent of the Corporation, which consent may be arbitrarily or unreasonably withheld. 
"Confidential Information" incudes, but is not limited to: the names of and any 
information on present and prospective clients of the Corporation and the funds it 
advises; the names, investment thesis surrounding and contacts linked to any investments 
made or proposed to be made by the Corporation or the funds it advises; the 
Corporation's policies, strategies, models and concepts; all financial information 
concerning the Combined Business, and; research, investment models, formulas, 
technology and analyses for prospective and executed investments, including any 
developed by the EMPLOYEE. 

The obligation ofthe EMPLOYEE as identified in Clause 7.01 hereof shall not apply. to 
such knowledge, information, material or business data obtained pursuant to this 
Agreement or relating in any manner to the business affairs of the Corporation which: 

a) was demonstrably known to the EMPLOYEE prior to receipt thereof pursuant to this 
Agreement; 

b) is generally known or available to the public; 

c) shall have become available to the EMPLOYEE in good faith from a third party who 
has a bona fide right to disclose same; and 

d) is required to be disclosed to any federal, provincial, state or local government or 
governmental branch, board, agency or instrumentality necessary to comply with 
relevant timely disclosure Jaws or regulatory authorities, including stock exchanges 
having jurisdiction in respect of securities of the Corporation. 

This ARTICLE 7 shall survive the termination of this Agreement. 

ARTICLES. 
INTELLECTUAL PROPERTY 

EMPLOYEE acknowledges and agrees that the copyright and all other intellectual 
property rights in and to any designs, discoveries, ideas and suggestions, improvements, 
inventions or any other form of intellectual property of any character pertaining to the 
Corporation's industry or coming within the scope of the business of the ~orporation, 
made and/or developed by the EMPLOYEE during the course of fulfilling his obligations 
as an employee of the Corporation, whether or not the EMPLOYEE is specifically 
instructed to make or develop same, or whether made and/or developed by the 
EMPLOYEE prior to the date hereof (collectively, the "Work Product") belong to the 
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Corporation. For greater certainty, the Work Product shall be considered to have been 
made for the benefit of the Corporation under and by virtue of this Agreement, and shall 
immediately become the property of the Corporation. 

EMPLOYEE will immediately notify the Corporation of the creation of any Work 
Product, and assign, set over, transfer and waive to the Corporation his entire right, title 
and interest in and to any and all Work Product which he may create solely, jointly or in 
common with others during the term of his employment. EMPLOYEE agrees to execute 
and deliver to the Corporation any and all instruments and papers necessary or desirable 
to accomplish such assignment and transfer and to.perfect the title, and all instruments or 
papers which may be necessary or desirable to obtain and promote the right to the 
exclusive enjoyment of the Work Product by the Corporation, and the EMPLOYEE will, 
when requested by the Corporation, aid the Corporation, at the Corporation's sole cost 
and expense, to obtain and enforce protection of such Work Product in any and all 
countries. 

The EMPLOYEE hereby waives any and all moral rights respecting any work that 
constitutes the Work Product 

The EMPLOYEE acknowledges and agrees that any persons or legal entities that become 
clients of the Corporation due to the efforts of the EMPLOYEE, either directly or 
indirectly, shall be clients of the Corporation and shall not be personal to the 
EMPLOYEE. 

This ARTICLE 8 shall survive the termination of this Agreement. 

ARTICLE9. 
NON-COMPETITION AND NON-SOLICITATION 

The EMPLOYEE shall not during his employment (with regards to (a), (b) and (c) 
below) and for a period of one (l) year from the termination of his employment, however 
caused whether by the EMPLOYEE or the Corporation with or without cause (only with 
regard to (b) and (c) below), without the prior written consent of the Corporation, 
individually or in partnership or jointly or in conjunction with any other person (except 
the Corporation or any of its affiliate and subsidiaries) whether as an employee, principal, 
agent, shareholder or in any other capacity whatsoever: 

a) carry on or be engaged in, be concerned with, be interested in, advise, lend money to, 
guarantee the debts or obligations of, or permit his or its name or any part thereof to 
be used or employed by any person engaged in or concerned with or interested in a 
business which competes with the Corporation; 

b) solicit business from the Contacts known to the EMPLOYEE at the time of the 
termination of this Agreement and with whom or which the EMPLOYEE had 
material contact in the twelve (12) months preceding the termination of the 
EMPLOYEE's employment for a purpose competitive with the Corporation's 
business. "Contacts" means clients or prospective clients of the Corporation or the 
funds it advises or contacts linked to any investments made or proposed to be made 
by the Corporation or the funds it advises; or 
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9.02 

10.01 

10.02 

11.01 

11.02 

c) solicit or attempt to solicit any employee or consultant engaged by the Corporation or 
entice any such person to leave his/her employment or engagement with the 
Corporation. 

For these purposes, ownership of securities of a company whose securities are publicly 
traded under a recognized securities regime not in excess of 5% of any class of such 
securities shall not be considered to be competition with the Corporation. 

This ARTICLE 9 shall survive the termination of this Agreement. 

ARTICLE tO. 
SEVERABILITY 

Each provision of this Agreement is declared to constitute a separate and distinct 
covenant and to be severable from all other such separate and distinct covenants. 
Without limiting the foregoing, each provision contained in ARTICLE 7, ARTICLE 8 
and ARTICLE 9 hereof is declared to constitute a separate and distinct covenant in 
respect of each capacity and each activity specified in ARTICLE 7, ARTICLE 8 and 
ARTICLE 9 and to be severable from all other such separate and distinct covenants. If a 
court of competent jurisdiction declares any provision or portion of this Agreement to be 
void or unenforceable, such provision or portion shall be deemed severed from this 
Agreement to the minimum extent possible, and the remainder of this Agreement shall 
remain in full force and effect. 

If any covenant or provision herein is determined to be void or unenforceable in whole or 
in part, it will not be deemed to affect or impair the enforceability or validity of any other 
covenant or provision of this Agreement or any part thereof. 

ARTICLE H. 
RELIEF 

The parties to this Agreement recognize that a breach by the EMPLOYEE of any of the 
covenants referred to in ARTICLE 7, ARTICLE 8 and ARTICLE 9 would result in 
damages to the Corporation and that the Corporation could not adequately be 
compensated for such damages by monetary award. Accordingly, the EMPLOYEE 
agrees that in the event of such breach (or a reasonable apprehension of a breach), in 
addition to all other remedies available to the Corporation at law or in equity, the 
Corporation will be entitled as a matter of right to apply to a court of competent 
jurisdiction for such relief by way of restraining order, injunction, decree or otherwise, as 
may be appropriate to ensure compliance with the provisions of this Agreement. 

This ARTICLE 11 shall survive the termination of this Agreement. 
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12.01 

12.02 

12.03 

12.01 

12.02 

12.03 

12.04 

ARTICLE12. 
TERM AND TERMINATION OF AGREEMENT 

This Agreement shall continue and remain in full force until terminated by either the 
Corporation or the EMPLOYEE in accordance with the provisions outlined below. 

The EMPLOYEE shall have the right to terminate this Agreement and the EMPLOYEE's 
employment hereunder by providing the Corporation with written notice to that effect 
which notice shall provide for a tennination date which is effective a minimum of two (2) 
weeks and a maximum of one (1) month after the giving of the notice, unless otherwise 
agreed to by the Corporation. The EMPLOYEE shall receive only the EMPLOYEE's 
Salary earned to the date of termination plus Benefits to the date of termination plus 
accrued and unpaid vacation pay (if any) and reimbursement of reasonable business 
expenses. 

The Corporation shall have the right to terminate this Agreement and the EMPLOYEE's 
employment without cause at any time. There will be a three-month probationary period 
starting June 23, 2014 and ending September 22, 2014. During this period either the 
Corporation or the EMPLOYEE may terminate this Agreement without any advance 
notice. In such event, the EMPLOYEE shall receive only the EMPLOYEE's Salary 
earned to the date of termination plus Benefits to the date of termination plus accrued and 
unpaid vacation pay (if any) and reimbursement of reasonable business expenses. 

In the event the Corporation terminates this Agreement and the EMPLOYEE's 
employment without cause after the probationary period, it will provide the EMPLOYEE 
with only the notice (or pay in lieu of notice) and severance (if any) required by the 
Employment Standards Act. The Corporation guarantees that the EMPLOYEE shall 
receive the EMPLOYEE's Salary earned to the date of termination, the EMPLOYEE's 
accrued and unpaid vacation pay (if any) and reimbursement of reasonable business 
expenses. The EMPLOYEE's Benefits will be continued only for the period and to the 
extent required by the Employment Standards Act. The EMPLOYEE acknowledges and 
agrees that upon receipt of the notice and/or entitlements set out in this Section the 
Corporation shall not have any further or other liability to the EMPLOYEE whatsoever, 
and the EMPLOYEE hereby waives any right that he has, or may have, to receive 
reasonable notice at common law. Notwithstanding anything in this Agreement, the 
EMPLOYEE will receive no less than the EMPLOYEE's minimum entitlements under 
the Employment Standards Act. 

The Corporation shall have the right to terminate this Agreement and the EMPLOYEE's 
employment without notice or payment in lieu thereof, for just cause at law. In such 
event, the EMPLOYEE shall receive only the EMPLOYEE's Salary earned to the date of 
termination plus Benefits to the date of termination plus accrued and unpaid vacation pay 
(if any) and reimbursement of reasonable business expenses. 

This Agreement and/or the EMPLOYEE's employment may be terminated at any time 
upon the mutual agreement of the Corporation and the Employee. 

Notwithstanding the other provisions of this Agreement, the EMPLOYEE's employment 
hereunder shall terminate without notice or payment in lieu of notice as follows: 
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(a) 

(b) 

12.05 

13.01 

automatically upon the death of the EMPLOYEE in which event the EMPLOYEE shall 
receive only the EMPLOYEE's Salary earned to the date of termination, the 
EMPLOYEE's Benefits to the date of termination, the EMPLOYEE's accrued and 
unpaid vacation pay (if any) and reimbursement of reasonable business expenses; or 

at the Corporation's discretion, upon the incapacity due to illness or injury to the 
EMPLOYEE, such that in the opinion of an independent medical expert acceptable to the 
EMPLOYEE (or his legal personal representative) and the Corporation, will keep the 
EMPLOYEE from his duties for a period longer than three (3) consecutive months or 
ninety (90) days in any one hundred and twenty day (120) period, subject to the Ontario 
Human Rights Code, in which event the EMPLOYEE shall receive only the 
EMPLOYEE's Salary earned to the date of termination, the EMPLOYEE's Benefits to 
the date of termination, the EMPLOYEE's accrued and unpaid vacation pay (if any) and 
reimbursement of reasonable business expenses. 

Upon termination, the EMPLOYEE shall surrender to the Corporation all property 
belonging to the Corporation. 

ARTICLE13. 
NOTICES 

All notices required or allowed to be given under this Agreement shall be made either 
personally, by mailing same by prepaid registered post, or by facsimile or electronic 
correspondence addressed as hereinafter set forth or to such other addresses as may be 
designated from time to time by such party in writing, and any notice mailed as aforesaid 
shall be deemed to have been received by the addresses thereof on the third (3rd) 
business day following the day of mailing, on the day of delivery if delivered personally, 
or on the next business day following facsimile or electronic correspondence. 

EMPLOYEE: 

Brandon Moyse 
23 Brant St., Apt. 509 
Toronto, Ontario MSV 2L5 
(416) 918-9798 
brandonmoyse@hotmail.com 

Corporation: 

West Face Capital Inc. 
2 Bloor Street East, Suite 3000 
Toronto, Ontario M4W 1A8 
alex.singh@westfacecapital.com 
Attention: Alexander A. Singh 

Any party may from time to time change its address for service hereunder on written 
notice to the other parties. Any notice may be served in the manner set out above in this 
Clause 13.01. 
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14.01 

15.01 

16.01 

17.01 

17.02 

ARTICLE14. 
NON-ASSIGNABILITY 

This Agreement and all other rights, benefits, and privileges herein conferred are personal 
to the EMPLOYEE and accordingly may not be assigned by the EMPLOYEE. The 
Corporation may in its sole discretion assign this Agreement to an entity related to the 
Corporation or to a successor in the business of the Corporation. 

ARTICLE 15. 
WANER 

The parties agree that all restrictions in this Agreement are necessary and fundamental to 
the protection of the Corporation and are reasonable and valid. 

ARTICLE 16. 
ORGANIZATIONAL RULES 

The EMPLOYEE agrees to follow all organizational rules set down by the Corporation 
from time to time, including without restriction, the rules in the West Face Capital Inc. 
Policy and Procedures Manual as it may be amended by the Corporation in its sole 
.discretion. 

ARTICLE17. 
GENERAL 

The parties hereto agree that they have expressed herein their entire understanding and 
agreement concerning the subject matter of this Agreement and it is expressly agreed that 
no implied covenant, condition, term or resetvation or prior representation or warranty 
shall be read into this Agreement relating to or concerning the subject matter hereof. 

All previous agreements, written or oral, express or implied between the parties relating 
to the subject matter of this Agreement are terminated and cancelled without any liability 
or cost to the Corporation and each of the parties releases and forever discharges the 
other from all manner of action, claim or demand whatsoever under or in respect of any 
such previous agreement. 

17.03 The parties agree that this Agreement may not be amended except in writing. 

17.04 

17.05 

17.06 

17.07 

All references to currency or dollars amounts in the Agreement are to the lawful currency 
of Canada. 

The provisions of this Agreement will enure to the benefit of and be binding upon the 
heirs, executors, administrators and legal personal representatives of the EMPLOYEE 
and the successors and assigns of the Corporation respectively. 

Wherever the singular or masculine or neuter is used in this Agreement, the same shall be 
construed as meaning the plural or feminine or a body politic or corporate and vice versa 
where the context of the parties hereto so require. 

Time is of the essence hereof. 
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17.08 This Agreement shall be construed and interpreted in accordance with the laws of the 
Province of Ontario and the applicable laws of Canada in force in Ontario and each of the 
parties hereto hereby irrevocably attorns to the jurisdiction of the Courts of such 
province. 

17.09 The EMPLOYEE has been advised to obtain independent legal advice as to the meaning 
and effect of this Agreement and, to the extent he deems necessary, such advice has been 
obtained. 

IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the date and 
year first above written. 

WEST FACE CAPITAL INC. 

N=~ 
Title: ~~' Lc:.uV\._0.. 

Agreed and accepted this_ day of ___ , __ 

Brandon Moyse Witness Name: 
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17.08 

17.09 

This Agreement shall be construed and interpreted in accordance with the Jaws of the 
Province of Ontario and the applicable laws of Canada in force in Ontario and each of the 
parties hereto hereby irrevocably attorns to the jurisdiction of the Courts of such 
province. 

The EMPLOYEE has been advised to obtain independent legal advice as to the meaning 
and effect of this Agreement and, to the extent he deems necessary, such advice has been 
obtained. 

IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the date and 
year first above written. 

WEST FACE CAPITAL INC. 

Name: 

Title: 

Agreed and accepted t~is U day of~· 2 0 I l.f 
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THIS IS EXHIBIT "C" REFERRED TO IN THE 

AFFIDAVIT OF THOMAS DEA SWORN BEFORE 

ME THIS 7rn DAY OF JULY, 2014. 

33 



I 
I 
I 
I 
I 
I 
I 
.I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

October 1, 2012 

. Mr. Brandon· Moyse 
brandonmoyse@hotmail.com 

Dear Brandon: 

Re: Employment Agreement 

The Catalyst 
Capital Group Inc. 

77 K.iag Street West 
Royal Trust Tower 

TD Bank Centre 
Suite 4320, P.O. Box 212 

Toronto, Ontario MSK 1 J3 

Telephone: 416.945.3000 
Facsimile: 416.945.3060 

On behalf of The Catalyst Capital Group Inc. ("CCGr'), we are pleased to confirm in 
writing your employment with us as an Analyst, with a start date of November 1, 2012. 
Set out below are the terms and conditions of your employment. To evidence your 
agreement with these terms and conditions, please sign the enclosed duplicate copy of 
this letter and return that duplicate to us, whereupon we will have a binding agreement on 
the terms set forth below. Your employment is with CCGI only, and you will have no 
contractual or other relationship with any limited partnership or other organization or 
corporation affiliated with CCGI. 

1. Duties 

In your capacity as our employee, you will perform all of your assigned duties in a 
diligent, faithful and honest manner and in accordance with all of our current and future 
rules and policies. You will report directly to either of Mr. Gabriel de Alba or Mr. 
Newton Glassman or to such persons as may be specified by Mr. Newton Glassman from 
time to time. It is also understood and agreed that we may change your duties from time 
·to time, acting reasonably, without causing termination of this agreement. 

2. Compensation 

(i) You will be paid an annual salary ofCDN$90,000. Your salary is payable in 
instalments (semi-monthly or as otherwise agreed) and subject to deductions 
such as income tax and any other deductions required by law.- Any future 
salary increases, which will be granted solely at the discretion of CCGI, will 
be made available after an annual performance review on or around each 
calendar year-end. 

(ii) At the end of the 2012 calendar year, you should expect to receive an 
annualized discretionary bonus of CDN$80,000 if you have performed 
satisfactorily, as determined by CCGI in its sole discretion acting 
reasonably. The amount paid at that time will be pro-rated to reflect the 
portion of the calendar year you have actually worked. The remainder of 
the first year bonus (relating to the rest of your full first year of employment 
after December 31, 2012) will be distributed to you when bonus 
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distributions relating to the 2013 calendar year are allocated. You will ~mly 
receive·this amount ifyou are employ~ by CCGI at the time of distribution. 

In addition, you DU!.Y be eligible to earn additional bonus amounts, based on 
you.r perfoimance. As· explained above regarding yotir first year's bonus, 
any bonuses awarded after the first year of employment will also be based 
on your performance and that of the firm during the period in question and 
will be determined by CCGI in its sole discretion, acting reasonably. 

(iii) In addition, you will be eligible to participate in CCGI's 60/40 
Compensation Scheme (the "60/40 Scheme"), any replacement profit 
sharing plan and/or additional profit sharing mechanism introduced by the 
Company, and made available by the Company to investment professionals. 

(iv) In order to receive any discretionary bonus payment or any payment under 
the 60/40 Scheme, both described above, you must be actively employed as 
of the date any amounts are scheduled to be paid out under either of these 
plans, regardless of whether you were terminated without notice prior to this 
date and even if any applicable notice period (under contract, common law 
or statute) would extend beyond the payment date for that discretionary or 
incentive payment 
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3. Benefits 

You will be entitled to participate in all health, insurance and other benefit plans as are 
from time made available to other employees at your level, subject to our right to 
unilaterally amend or eliminate such plans. Benefits will be provided in accordance with 
the provisions of the various benefit plans and programs in effect from time to time .. 

4. Expenses 

All reasonable expenses, such as entertainment and travel, actually incurred by you in 
connection with the performance of your duties will be reimbursed in accordance with 
our policy as amended from time to time and upon presentation of receipts. 

5. Vacation 

During each calendar year, you will be entitled to three (3) weeks paid vacation, to be 
taken at a mutually convenient time. You will be allowed to cany forward any unused 
vacation time into the next calendar year but not further. 

6. Relocation Assistance 

CCGI will provide you with a relocation assistance in the amount of CDN$5,000 subject 
to receipt of expenses. These expenses will be subject to review and approval by us. If 
you leave before the completion of 24 months of service, you will be required to pay 
back 100% of the relocation assistance. 

7. Probationary Period 

You will be on probation during the first 90 days of your employment, expected to be 
from November 1, 2012 to January 29, 2013. At any time.during this probationary period 
we may terminate your employment by providing you with two weeks notice or payment 
in lieu of notice at which point CCGI will have no further obligation to you. 
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8. Non-Competition 

You agree that while you are employed by the Employer and for a period of six months 
thereafter, if you leave of your own volition or are dismissed for cause and three months 
under any other circumstances, you shall not, directly or indirectly within Ontario: 

9. 

(i) engage in or become a party with an economic interest in any business or 
undertaking of the type conducted by CCGI or the Fund or any direct 
Associate of CCGI within Canada, as the term Associate is defmed in the 
Ontario Business Corporations Act (collectively the "protected entities"), or 
attempt to solicit any opportunities of the type for which the protected 
entities or any of them had a reasonable likelihood of completing an offering . 
while you were under CCGI's employ; and 

(ii) render any services of the type outlined in subparagraph (i) above, unless 
such services are rendered as an employee of or consultant to CCGI; 

Non-Solicitation 

You agree that while you are employed by the Employer and for a period of one year 
after your employment ends, regardless of the reason, you shall not, directly or indirectly: 

(i) hire or attempt to hire or assist anyone else to hire employees of any of the 
protected entities who were so employed as at the date you cease to be an 
employee of CCGI or persons who were so employed during the 12 months 
prior to your ceasing to be an employee of CCGI or induce or attempt to 
induce any such employees of any of the protected entities to leave their 
employment; or 

(ii) solicit equity or other forms of capital for any partnership, investment fund, 
pooled fund or other form of investment vehicle managed, advised and/or 
sponsored by any of the protected entities as at the date you ceased to be an 
employee of CCGI or during the 12 months prior to your ceasing to be an 
employee of CCGI. 

10. Confidential Information 

You understand that, in your capacity as an equity holder and employee, you will acquire 
information about certain matters and things which are confidential to the protected 
entities, including, without limitation, (i) the identity of existing or prospective investors 
in the Fund and any such future partnership or fund, (ii) the structure of same, (iii) 
marketing strategies for securities or investments in the capital of or owned by the Fund 
or any such partnership of or any such partnership or fund, (iv) investment strategies, (v) 
value realization strategies, (vi) negotiating positions, (vii) the portfolio of investments, 
(viii) prospective acquisitions to any such portfolio, (ix) prospective dispositions from 
any such portfolio, and (x) personal information about CCGI and employees of CCGI and 
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the like (collectively "Confidential Information"). Further, you understand that each of 
the protected entities' Confidential Information has been developed over a long period of 
time and at great expense to each of the protected entities. You agree that all Confidential 
b:tformation is the exclusive property of each of the protected entities. For greater clarity, 
common knowledge or information that is in the public domain does not constitute 
"Confidential Information". 

You also agree that you shall not, at any time during the term of your employnient with 
us or thereafter reveal, divulge or make known to any person, other than to CCGI and our 
duly authorized employees or-representatives or use for your own or any other's benefit, 
any Confidential Information, which during or as a result of your employment with us, 
has become lmown to you. 

After your employment has ended, and for the following one year, you will not take 
advantage of, derive a benefit or otherwise profit from any opportunities belonging to the 
Furid to invest in particular businesses, such opportunities that you become aware of by 
reason of your employment with CCGL 

11. Remedies 

You acknowledge that you have reviewed the provisions of Articles 8, 9, and 10 above 
and that you have addressed your mind to the reasonableness of the scope of these 
articles, and that you are satisfied that the provisions of those articles are necessary and 
reasonable and that they reflect the mutual desire and intent of yourself and CCGI that 
such provisions be upheld in their entirety and be given full force and effect. 

You also acknowledge that if you violate the terms of Articles 8, 9, and 10 it will cause 
the protected entities to suffer irreparable harm for which damages will not be an 
adequate remedy and for which the protected entities shall be entitled to h\junctive relief 
to prevent you from continuing with such violation or violations, in addition to any other 
available remedies and you hereby consent to the granting of an injunction to enforce the 
provisions of this Agreement. 

12. Tennination of Employment 

(i) You may, at any time, terminate your employment by providing a minimum 
of thirty (30) days written notice to CCGI, which notice may be waived or 
shortened at CCGI's sole discretion without further financial obligations to 
CCGI other than complying with our obligations under the Employment 
Standards Act. 

(ii) CCGI may terminate your employment at any time for just cause. For the 
purposes of this Agreement, "just cau~" shall mean: 

(a) any failure by you to observe and perform any of your covenants and 
obligations hereunder including, without limitation, the provisions of 
Articles 8, 9, and 1 0; 
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13. 

(b) your insolvency or bankruptcy; 

(c) fraud, wilful misconduct or gross negligence by you in connection with 
the performance of your duties hereunder; 

(d) any commission of a crime by you including your conviction for (or 
your pleading guilty or no contest to) a fdony; 

(e) any use or abuse of alcob,ol or drugs or other controlled substances by 
you which adversely affects your ability to perform your duties 
hereunder; and 

(f) any other grounds that amounts to just cause at common law. 

(iii) After the probation period we may also terminate your employment at any 
time without just cause by providing the working notice and severance 
entitlement under the Employment Standards Act, 2000 or similar applicable 
employment standards legislation~ as well as an additional lump sum 
payment of three months' base salary less applicable deductions and without 
regard to any past, current or future expected discretionary bonus amounts. 
In no event will your disability benefits continue beyond the statutory notice 
period. After the effective date of such termination, you shall be entitled to 
no further rights or benefits hereunder or in connection with your 
employment with us except with the respect to the repurchase of your 
Starting Equity and Additional Equity as outlined in Article 2, above. 

The foregoing amounts represent our maximum termination and severance 
obligations to you. However, and as set out above, in no event will you 
receive less than your entitlements to notice and severance under the Ontario 
Employment Standards Act, 2000 or applicable employment standards 
statutes as amended over time. In order to receive the amounts payable 
under the Article, other than your statutory entitlements, you will be 
required to execute a Release in favour of the protected entities, in a form 
acceptable to CCGI. This Article shall remain in full force and effect 
unamended notwithstanding any other alterations to your terms and 
conditions of employment or to this Agreement, whether fundamental or 
otherwise, unless amended or waived in writing. 

Entire Agreement and Waiver 

This agreement constitutes the entire agreement between us and sets out all employment 
tenns and conditions. The agreement may only be amended by express written consent of 
both parti~. 
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14. Severability 

The invalidity or unenforceability of any particular provision of this Agreement shall not 
affect its other provisions and this Agreement shall be construed in all aspects as if such 
invalid or unenforceable provision had been omitted. 

15. Governing Law and Arbitration 

1bis agreement shall be construed, interpreted, performed and enforced in accordance 
with the laws of the Province of Ontario and the laws of Canada. Any controversy or 
claim arising out of or relating to this Agreement shall be settled by arbitration which 
shall proceed in accordance with the Rules for the Conduct of Arbitrations of the 
Arbitrators' Institute of Canada Inc. (the "Rules") in effect at the date of commencement 
of such arbitration, by one (1) arbitrator (the "Arbitrator") appointed in accordance with 
the Rules. 

The Arbitrator shall have the right to determine all questions of law and jurisdiction 
including questions as to whether a Claim is arbitrable and shall have the right to grant 
final and interim damages awards and shall have the discretion to award costs including 
reasonable legal fees and expenses, reasonable experts' fees and expenses, reasonable 
witnesses' fees and expenses, pre-award and post-award interest and costs of the 
arbitration. 

The award of the Arbitrator shall be final and binding on the parties. There is no right of 
appeal from the Arbitrator's award. 

The parties hereto shall be bound by any award granted by the Arbitrator and the parties 
hereto consent to judgment upon the award granted by the .Mbitrator being entered in any 
Court of competent jurisdiction. 

The parties agree that nothing in this Arbitration provision precludes CCGI from seeking 
injunctive relief in the courts of any jurisdiction for a breach of Articles 8, 9 or 10 of this 
Agreement as set out in Article 11. 

We trust this offer is satisfactory to you and look forward to having you join our 
organization. Please indicate your acceptance of this Agreement by signing this 
Agreement in the space set out below and returning the executed copy to my attention. 

Yours very truly, 

THE CATALYST CAPITAL GROUP INC., on its own behalf and on behalf of its parent company 

de Alba, Managing Director and Partner 
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I, Brandon Moyse, have reviewed, understand and accept the terms of this offer, and 
acknowledge that I have had an adequate opportunity to seek and receive independent 
legal advice prior to signing this letter agreement. 

Date: ----------
Signature of Employee 
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THIS IS EXHIBIT "D" REFERRED TO IN THE 

AFFIDAVIT OF THOMAS DEA SWORN BEFORE 

ME THIS 7TH DAY OF JULY, 2014. 
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05/30/2014 09:48 FAX 418 598 3730 

ROCCO Dl POCCIIIO 
arcc1: (418) 598-2289 
rdl~nitl-1armto.ecMJ~ 
Fill Ho. 13)84 

lAX O"SULUYAM SCOTT I.JSIJS UP 
Sullc 19211, M5 KlngSirectWUI 
TurOIJ!oOII ~ 1.18 CmaLII 
Tll:.fl66991744 Fax:~I869B3130 

May 30,2014 

BY FACSIMILE 

Mr. Jeff Hopkins 
Grosman, Grosman & Gale LLP 
Barristers and Solicitors 
390 Bay Street, Suite 1100 
Toronto, ON M5H 2Y2 

Mr. Greg Boland 
Chief Executive Officer 
West Face Capital Inc. 
2 Bloor St. East, Suite 3000 
Toronto, ON M4W 1A8 

Dear Sirs: 

LAX O'SULLIVAN SCOTT 

Re: Brandon Moyse - - Employment by West F•ce Capital 

~002/005 44 

LAX 
O'SULLIVAN 
SCOTT 
LIS US 

We represent The Catalyst Capital Group Inc. ("CCGI")- Through discussions with our 
client, we understand that Mr. Hopkins represents Brandon Moyse ("Moyse") and are 
writing to him in that capacity. 

By way of background, CCGI is a leading private equity investment firm that specializes 
In control and/or influence Investments in distressed and undervalued Canadian 
situations. CCGI provides operational, turnaround, financial and strategic expertise to 
those companies that it chooses to invest in. 

As you know, CCGI had, until recently, employed Mr. Moyse out of Hs Toronto office_ 
Mr. Moyse joined CCGI effective November 1, 2012 as an Analyst, He was in the 
process of being promoted to an Associate position prior to the events described herein. 
Mr. Moyse also obtained an equity stake in CCGI as part of the consideration offered to 
him in exchange for agreeing to join the company on certain terms that were 
memorialized in an Employment Agreement executed in or around October 1, 2012 (the 
"Employment Agreement"). 

The environment at CCGI is aggressive and entrepreneurial, such that individuals such 
as Mr. Moyse are invested with substantial autonomy and responsibility. In his role with 
CCGI, Mr. Moyse was primarily responsible for analysing new investment opportunities 
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·of distressed and/or under-valued situations, as well as assisting in structuring and 
closing deals and monitoring portfolio investments. As part of his deal 
screening/analysis responsibilities, Mr. Moyse performed valuations of companies using 
proprietary valuation methodologies In order to identify new investment opportunities for 
CCGI, and assisted in the structuring and negotiation of terms of investments. 

The information received and generated by Mr. Moyse in his capacity as an employee of 
CCGl was highly sensitive and confidential. This was acknowledged by Mr. Moyse in 
his Employment Agreement, as follows: 

10. ConfidenUallnformation 

You understand that, In your capacity as an equity holder and employee, you will 
acquire information about certain matters and things which are confidential to the 
protected entffies, including, without limitation, (i) the identity of eKisting or 
prospective investments in the Fund and any such future partnership or fund, (iQ 
the structure of same, (lit) marketing strategies for securities or investments in the 
capital of or owned by the Fund or any such partnership of or any such 
partnership or fund, (iv) investment strstegies, (v) value realization strategies, (vi) 
negotiating positions, (vii) the portfolio of investments, (viii) prospective 
acquisitions to any such portfolio, (lx) prospective dispositions from any such 
portfolio, and (x) personal infonnatlon about CCGI and employees of GCGI and 
the like (collectively "Confidential lnformationn). Further, you understand that 
each of the protected entities' Confidential Information has been developed over 
a long period of time and at great eKpense to each of the protected entities. You 
agree that all ConOdential Information is the exclusive property of each of the 
protected entities. For greater clarity, common knowledge or information that is In 
the public domain does not constitute "Confidential Information». 

You a/so agree that you shall not, at any time during the term of your employment 
with us or thereafter reveal, divulge or make known to any person, other than to 
CCGI and our duly authorized employees or representatives or use for your own 
or any other's benefit, any Confidential Information, which during or as a result of 
your employment with us, has become known to you. 

After your employment has ended, and for the following one year, you will not 
take advantage of. derive a benefit or otherwise profit from any opportunitifils 
belonging to the Fund to invest in particular businesses, such opportuniUes that 
you become aware of by reason of your employment with CCG/_ 

Furthermore, In recognition of the nature of his responsibilities at CCGI and the 
commercial aensitivity of the Confidential Information imparted to him during the course 
of his employment. Mr. Moyse agreed to the following non-competition and non
solicitation covenants in his Employment Agreement: 

8. Non-competition 

You agree that while you are employed by the Employer and for a period of six 
months thereafter, if you leave of your own volition or are dismissed for cause 
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and three months under any other circumstances, you shall not, directly or 
Indirectly within Ontario: 

(1) 

(ii) 

engage in or become a party with an economic Interest in any 
business or undertaking of the type conducted by CCG/ or the Fund 
or any direct Associate of CCGI within Canada, as the term 
Associate Is defined in the Ontario Business Corporations Act 
(collectively the •protected entities"), or attempt to solicit any 
opportunities of the type for which the protected entities or any of 
them had a reasonable likelihood of completing an offering while 
you were under CCG/'s employ; and 

render any services of the type outlined in subparagraph (i) above, 
unless such services are rendered as an employee of or consultant 
to CCGI; 

9. Non-Solicitation 

You agree that while you are employed by the Employer and for a period of one 
year after your employment ends, regardless of the reason, you shall not, directly 
or indirectly: 

(i) hire or attempt to hire or assist anyone else to hire employees of 
any of the protected entities who were so employed as at the date 
you cease to be an employee of CCG/ or persons who were so 
employed during the 12 months prior to your ceasing to be an 
employee of CCGl or induce or attempt to induce any such 
employees of ~mY. of the protected entities to leave their 
employment; or 

(ii) solicit equity or other fol117s of capital for any partnership, 
investment fund, pooled fund or other form of investment vehicle 
managed, advised and/or sponsored by any of the protected entities 
as at the date you ceased to be an employee of CCGI or during the 
12 months prior to your ceasing to be an employee of CCGI. 

Mr. Moyse first notified representatives of CCGI that he had decided to leave the 
company's employ on May 26, 2014. It has recently come to our clienrs attention that, 
in fact, Mr. Moyse was offered and has accepted an employment position with West 
Face Capital Inc. In Its Toronto office ('West Facej. We understand that West Face is a 
direct competitor to CCGI in Ontario, and its business model similarty involves identifying 
investment opportunities In distressed and/or under-valued companle$. 

West Face was or ought to have been well-aware of the above-mentioned provisions of 
Mr. Moyse's Employment Agreement and nonetheless proceeded with its decision to 
extend an offer of employment to Mr. Moyse. In our view, Mr. Moyse's acceptance of a 
position at West Face constitutes a clear and deliberate breach of the non-competition 
provision contained in paragraph 8 of his Employment Agreement with CCGI. 
Moreover, our client is concerned, reasonably in our view, that Mr. Moyse has imparted 
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or will be imparting Confidential Information to West Face that he acquired in the course 
of his employment with CCGI, thereby causing Irreparable harm to CCGI. This 
Confidential Information includes, but Is not limited to, current investment strategies of 
CCGI, proprietary valuation methodologies, and a listing of prospective acquisitions for 
the CCGI portfolio. 

At alf material times, West Face and Mr. Moyse ware aware that Mr. Moyse would be 
breaching these obligations under his Employment Agreement with CCGI by accepting 
an offer of employment with West Face, yet Westface induced Mr. Moyse to breach 
those obligations. 

Our client takes this breach of Mr. Moyse's Employment Agreement, and West Face's 
role in relation thereto, very seriously. CCGI's business interests have been and will 
continue to be irreparably harmed by what has occurred. In this regard. we note that 
paragraph 11 of Mr. Moyse's Employment Agreement provides as follows: 

11. Remedies 

You acknowledge that you have reviewed the provisions of Articles 8, 9 and 10 
above and that you have addressed your mind to the reasonableness of the 
scope of these articles, and that you are satisfied that the provisions of those 
articles are necessary and reasonable and that they reflect the mutual desire and 
intent of yourself and CCGI that such provisions be upheld in their entirety and be 
given full force and effect. 

You also acknowledge that if you violate the terms of Articles 8, 9 or 10 it will 
cause the protected entities to suffer irreparable harm for which damages will not 
be an adequate remedy and for which the protected entities shall be entitled to 
injunctive relief to prevent you from continuing which such violation or violations, 
in addition to any other available remedies and you hereby consent to the 
granting or an Injunction to enforce the provisions of this Agreement. 

CCGI hereby states that it reserves all of its legal remedies In respect of the damage to 
Its business interests that have been occasioned by Mr. Moyse's and West Face's 
actions, including Its right to obtain injunctive relief. Having said this, our client is 
prepared for a brief window of time to consider any proposal which Mr. Moyse and West 
Face wish to make as to how the current situation may be remedied to our client's 
satisfaction. If, however, we do not hear from you immediately with respect to any such 
proposal, our client will be left with no alternative but to avail itself of all of its legal 
remedies against Mr. Moyse and West Face. 

Yours truly, 

Rocco Di Pucchlo 

RDP;rp 
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DEN TONS Adrian Miedema 

June3,2014 

SENT VIA E-MAIL (rdlpucchlo@counael-toranto.com) 

Rocco 01 Pucchlo 
Lax O'Sullivan Scott Usus LLP 
Suite 1920, 145 King Street West 
Toronto ON M5H 1J8 

Dear Mr. Di Pucchlo: 

RE: Brandon Moyse 

adrlan.mledema@dantons.com 
D+1418Be34678 

Dentona Caneda UP 
77 King Street West, Suite 400 
Toron1~Domlnlon Centre 
Toronto, ON, Canada M6K OA1 

T +1 416 863 4511 
F +1 41 S 863 4592 

Salans FMC SNR Denton 
dentona.com 

We are the lawyers for West Face Capital Inc. ("West FaceQ). Your letter of May 30, 2014 to West Face 
regarding Brandon Moyse has been referred to us for reply. 

It is our confident opinion that the non-competition and non-solicitation clauses contained in Mr. Moyse's 
employment contract with The Catalyst Capital Group Inc. ("CCGI") {the a Employment Agreement) are 
unreasonable and therefore unenforceable. 

To our knowledge there are no Ontario cases In the recent past In which a non-competition covenant has 
been upheld for a mere employee. To the contrary, the courts have repeatedly ruled that non-competition 
covenants are prima facie unenforceable as an unreasonable restraint of trade and therefore against the 
public interest. 

Further, and In any event, in Mr. Moyse's case, the non-competition covenant is too broad as it purports 
to prohibit Mr. Moyse from engaging in any business or undertaking of the type conducted by CCGI or the 
"Fund" {which term is not defined anywhere in the Employment Agreement) or "any direct Associate" of 
CCGI. Given the nature of CCGI's investments, such a restriction would effectively prohibit Mr. Moyse 
from participating in a wide variety of industries and sectors that are completely unrelated to Mr. Moyse's 
duties with CCGI. The non·solicitation clause in the Employment Agreement is similarly unenforceable as 
it purports to prohibit Mr. Moyse from soliciting equity or other forms of capital for any entity" ... managed, 
advised and/or sponsored by any of the protected entitiesn regardless of whether Mr. Moyse actually had 
any contact or relationship with the particular entity during the course of his employment. Such clauses 
have repeatedly been struck down by the courts (see for example, Mason v. Chem-Trend Umited 
Partnership, 2011 ONCA 344; Phoenix Restorations Ltd. v. Brownlee, 2010 BCSC 1749; Brown v. First 
Contact Software Consultants Incorporated, 2009 Carswe!IOnt 5482 (Sup.Ct.J .)) . 

It appears to us that CCGI simply used its standard form non-competition and non-sollcitatlon covenants 
without considering whether they were appropriate for Mr. Moyse's role and without attempting to tanor 
them to his role . 

8729425_3INATDOCS 
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DENTONS Rocco 01 PucehiO 
June3, 2014 
Page2 

Salans FMC SNR Denton 
den10ns.com 

Notwithstanding the above, you have provided no evidence to support your allegation that your client has 
suffered Irreparable harm. Your assertion that West Face induced Mr. Moyse to breach his contractual 
obligations to CCGJ Is similarly baseless. 

In any event, West Face has impressed upon Mr. Moyse that he Is not to share or divulge any confidential 
information that he obtained during his employment with CCGI. 

Should you wish to discuss the above, kindly contact the writer. 

AJM/agp 

8729425_3INATDOCS 
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THIS IS EXHIBIT "F" REFERRED TO IN THE 
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ME THIS 7rn DAY OF JULY, 2014. 
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GROSMAN, GROSMAN & GALE LLP 
BARRISTERS & SOLICITORS --------------------

June 5, 2014 

DELIVERED BY EMAIL rdipucchio@counseJ .. toronto.com 

Mr. Rocco Di Pucchio 
Lax O'Sullivan Scott Lisus LLP 
2750- 145 King Street West 
Toronto, ON M4H 1J8 

Dear Mr. Di Pucchlo: 

Re: Brandon Moyse 

JEFF C. HOPKINS 

Emllll: JhopklnaOgrosman.com 

I represent Mr. Brandon Moyse ("Mr. Moyse") and confirm receipt of your May 30, 2014 
letter. I have had an opportunity to review and discuss your letter with Mr. Moyse. 

With respect to Mr. Moyse's former Analyst role with The Catalyst Capital Group Inc. 
("CCGij, while it is true Mr. Moyse performed valuations of companies, he did not do so 
using 11proprietary valuation methodologies", as alleged. Conversely, Mr. Moyse utifized well 
known, commonly used valuation methodologies. Moreover, with respect to your statements 
regarding "investment strategies". Mr. Moyse does not know what this is in specific 
reference to, in the context of confidential or proprietary Information. 

With regard to Mr. Moyse's knowledge of "prospective acquisitions", Mr. Moyse is only 
aware of 3 to 5 such prospects at least 2 of which are well known publicly as they have 
been disclosed by CCGI in public statements. In any event, Mr. Moyse has no intention of 
disclosing these "prospective acquisitions• or any information which could reasonably be 
considered confidential or proprietary in nature. 

With respect to the non--competition and non-solicitation provisions contained in 
Mr. Moyse's written Employment ·Agreement (the "Employment Agreementj, Mr. Moyse 
agrees with the positions asserted in Mr. Miedema's June 3, 20141etter. 

In response to your client's invitation that Mr. Moyse propose terms on which the current 
situation may be remedied, Mr. Moyse Is willing to confirm In writing that he understands 
and will abide by the confidentiality provision contained in the Employment Agreement, a 
proposal which we feel is reasonable in the circumstances. 

390 Bay Street, Suite 1100, Toronto, Canada M5H 2Y2 
Telephone: 416-364-9599 Facsimile: 416-364-2490 www.grosman.com 
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Once you have had an opportunity to review the foregoing with your client, I suggest we 
schedule a telephone call to discuss further. 

Yours very truly, 

GROSMAN. GROSMAN & GALE LLP 

Per: Jeff C. Hopkins 
JCH:tv 

c. A. Miedema 
[DENTONS] 
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THIS IS EXHIBIT "G" REFERRED TO IN THE 
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ME THIS 7rn DAY OF JULY, 2014. 
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ROCCO Dl PUCCHIO 
DlreCI: (416) 598·2268 
rdipucclllo®counsel·loronto.corn 
Ale No.l3094 

LAX O'SUlliVAN SCOTI USUS LlP 
Svita 1920, 145 KingStroet Wast 
TorontoON M51i IJB Canada 
Tcl:4!8599 1744 Fax:41659B3730 

June 13, 2014 

BY EMAIL 

Mr. Adrian Miedema 
Dentons Canada LLP 
Barristers and Solicitors 
77 King Street West, Suite 400 
Toronto-Dominion Centre 
Toronto, ON M5K OA1 

Mr. Jeff Hopkins 
Grosman, Grosman & Gale LLP 
Barristers and Solicitors 
390 Bay Street, Suite 11 00 
Toronto, ON M5H 2Y2 

Dear Mr. Miedema and Mr. Hopkins: 

Re: Brandon Moyse ~ - Employment by West Face Capital 

I am responding to your letters of June 3 and 5, 2014, respectively. 

LAX 
O'SULLIVAN 
SCOTT 
LIS US 

The position expressed in your letters appears to be that, in spite of both fully 
understanding and agreeing to accept employment with The Catalyst Capital Group Inc. 
("CCGI") on the terms of his Employment Agreement, Mr. Moyse is free to now simply 
ignore the various covenants he made to CCGI because they are "unenforceable". My 
client fundamentally disagrees. While your clients are focussed on advancing a number 
of technical arguments around the enforceability of the covenants, they ignore the rather 
obvious, uncontradicted and important point that West Face Capital ("West Face") is a 
direct competitor of CCGI, and that both companies operate in a highly specialized field 
in which very sensitive confidential and proprietary information is shared every day with 
trusted analysts such as Mr. Moyse. In this context, it is nonsensical to suggest that Mr. 
Moyse was unaware that the non-competition covenant in his Employment Agreement 
precluded him from accepting an employment offer with a direct competitor such as 
West Face, or that enforcing the covenant in these circumstances would be contrary to 
the public interest. 

Moreover, we note that in Mr. Hopkins' letter, Mr. Moyse acknowledges that he has 
become aware of confidential acquisition targets through his employment with CCGI. 
While CCGI is comforted by the assurances in your correspondence that Mr. Moyse 
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"has no intention of disclosing these prospective acquisitions or any information which 
could reasonably be considered confidential or proprietary in nature" and that West Face 
"has impressed upon Mr. Moyse that he is not to share or divulge any confidential 
information that he obtained during his employment with CCGI", these assurances 
respectfully do not go far enough. 

CCGI is fully prepared to take action to enforce the covenants contained in Mr. Moyse's 
Employment Agreement. In a final attempt to avoid the necessity for doing so, I would 
suggest that we schedule a conference call to discuss the assurances that CCGI 
requires in order to avoid litigation in this matter. I will have my assistant reach out to 
your respective assistants shortly to find a mutually agreeable date and time for such a 
call. 

Yours truly, 

Rocco Di Pucchio 

RDP:rp 
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THIS IS EXHIBIT "H" REFERRED TO IN THE 
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ME THIS 7rn DAY OF JULY, 2014. 
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GROSMAN, GROSMAN & GALE LLP 
BARRISTERS & SOLICITORS--------------------

June 19, 2014 

DELIVERED BY EMAIL rdfpucchio@counsel-toronto.com 

Mr. Rocco OJ Pucchio 
lax O'Sullivan Scott Usus LLP 
2750- 145 King Street West 
Toronto, ON M4H 1J8 

Dear Mr. Di Pucchio: 

Re: Brandon Moyse 

JEFF C. HOPKINS 

Email: Jhopklna81Jroaman.com 

Further to our conference call yesterday, I have just been advised that Mr. Moyse will be 
commencing work with West Face on June 23rd. 

As outlined in my June 5U1 letter to you, I reiterate that Mr. Moyse fully understands and intends 
to abide by his contractual obligations to Catalyst with respect to confidential information. More 
specifically, he will not divulge any information related to the "dealsn which appear to be at the 
root of Catalyst's concem. That said I am advised by Mr. Moyse that his knowledge in this 
regard is not nearly as detailed as Catalyst appears to believe. 

In any event, in an attempt to avoid any legal proceedings, Mr. Moyse remains amenable to 
confirming these legal obligations in writing, including references to specific areas of concern to 
Catalyst. Accordingly, we would be happy to consider any such proposal Catalyst wishes to put 
forward. 

I look forward to hearing from you. 

Yours very truly, 

GROSMAN. G OSMAN & GALE LLP 

f~~·~ ' 
·FOl. Per. Jeff C. Hopkins 

JC :tv 

c. A. Miedema 
[DENTONS) 

390 Bay Street, Suite 1100, Toronto, Canada MSH 2Y2 
Telephone: 416-364-9599 Facsimile: 416-364-2490 www.grosman.com 
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CONFIDENTIAL MEMORANDUM 

Date: 

From: 

To: 

Subject: 

CC: 

June 19, 2014 

Supriya Kapoor, Chief Compliance Officer 

Brandon Moyse 

WIND Mobile, Globalive companies (together, "WIND") 

West Face Partners, West Face Analysts, West Face Compliance, Nora Nestor, 
Chap Chau 

Please be advised that a Confidentiality Wall has been established with respect to WIND at West 
Face Capital ("West Face") under which Brandon is not permitted to discuss any information he 
may have regarding WIND with others at West Face or from taking any active steps regarding 
WIND. 

No one at West Face shall inquire about or discuss WIND with Brandon. 

This Confidentiality Wall imposes no other restrictions on any research and analysis regarding 
WIND that may take place at West Face. 

The IT Group at West Face has taken steps to restrict access to the network for files regarding 
WIND. 

Please feel free to contact me if you have any questions. 

Regards, 

West Face Capital Inc. I 2 Bloor Street East I Suite 3000, Box #85 I Toronto, Ontario I M4W lAB 
T: 647.724.8900 I F: 647.724.89101 E: info@westfacecapital.com I 
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From: Supriya Kapoor 
Sent: June-19-14 3:32 PM 
To: brandonmoyse@hotmail.com; Brandon Moyse 
Cc: - Greg Boland; Tom Dea; Tony Griffin; Peter Fraser; Peter Brimm; Aland Wang; Nandeep Bamrah; Yu-Jia Zhu; 
Graeme Mclellan; Nora Nestor; Chap Chau; compliance 
Subject: Confidentiality Wall 
Importance: High 

Hello Brandon, 

Please see the attached regarding the Confidentiality Wall that has been set up. 

Regards, 

)!·~ 
1' r - ' ~ ' -

Supriya Kapoor, CPA, Chief Compliance Officer f West Face Capital Inc. 

2 Bloor Street East, Suite 3000 I Toronto, ON M4W lAS 

Tel: 416-479-7330 I Fax: 647-724-8910 

Email: supriya.kapoor@westfacecapital.com 

This e-mail and any attachments may contain confidential information. If you are not the intended recipient, please notify the sender immediately by return e-mail, 
delete it, and destroy any copies. Oo not forward it to anyone. Any dissemination or use of this information by a person other than the Intended recipient is 
unauthourized. 

1 
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THIS IS EXHIBIT "K" REFERRED TO IN THE 
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DENTONS 

June 19, 2014 

Adrtln MJedeml 
Partner 

SENT VIA E-MAIL (rdfpucchlo@couneel-toronto.com) 

Rocco Dl Pucchlo 
Lax O'Sullivan Scott Usus LLP 
Suite 1920, 145 King Street West 
Toronto ON M5H 1J8 

Dear Mr. Di Pucchlo: 

Re: Brandon Moyse 

adrlan.mfedema@dentons.oom 
0+14168634878 

Dentons Canada U.P 
n l<lng S118atWeat, Suite -400 
Toronto-Dominion Centte 
ToroniO, ON, Canada MSK OA1 

T +1418 883 4511 
F+14188634592 

Salans FMC SNR Danton 
dentons.com 

This letter is further to the writer's discussion yesterday with you and Jeff Hopkins, counsel for Mr. Moyse. 
As Mr. Hopkins has advised, Mr. Moyse will be starting work with West Face Capital Inc. on Monday, 
June23rd. 

Mr. Moyse has agreed, contractually with West Face, to maintain strict confidentiality over all confidential 
information obtained by him In the course of his employment with The Catalyst Capital Group Inc. Both 
West Face and Mr. Moyse take that obligation very seriously. Your client has not provided any evidence 
that Mr. Moyse has breached any of his confidentiality obligations to Catalyst. 

You mentioned yesterday that Catalyst is particularly concerned about Mr. Moyse's involvement in a 
"telecom deal". The writer has discussed that point with West Face. West Face has implemented a 
confidentiality wall that prevents Mr. Moyse from having any involvement in that potential transaction or 
from discussing any confidential information relating to that potential transaction with anyone at West 
Face, and vice versa. Mr. Moyse has not had, and will not have, any involvement with that potential 
transaction at West Face. 

In the event that Catalyst commences proceedings, my colleague, Andy Pushallk, will be representing 
West Face In those proceedings. Any litigation-related materials or correspondence should be sent to Mr. 
Pushalik's attention. 

Yours truly, / 

~~M~~ 
/Adrian Miedema 

AJM/mf 

c. c. Jeff Hopkins, counsel for Brandon Moyse 

9132797 _2jNATDOCS 
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I From: Tom Dea 
Sent: March-27-14 10:28 AM 

I To: - Greg Boland; Peter Fraser; Tony Griffin; Yu-Jia Zhu 
Subject: FW: Update 

66 

I We me this guy (now at Catalyst) when we were looking at analysts last go-around. Could be a fit. Let me know if you'd 
like to have him in. 

I Thomas P. Deo 
(o) 647-724-8902 
(m) 416-704-1273 

1 ~~~~:@~:~6-ac_e_ca::_'·_co_m _____ _ 

I 
From: Brandon Moyse [mailto:brandonmoyse@hotmail.com] 
Sent: March-27-14 1:47AM 
To: Tom Dea 
Subject: RE: Update 

I As discussed, please see attached for my CV and deal sheet, and a few investment write-ups I've done at 
Catalyst. I kept the deal sheet to one page, limited to the two deals I've done from beginning to end and which 

I 
are closing shortly. (I'm working on a third live deal at the moment which is not in my CV at all.) The attached 
memos can give you a better idea of the broader scope of work I've done on the pure investment analysis 
side: 

11) Homburg-- This was written ex post facto so it reads more like a narrative than is typical, but includes all 
the analysis I did leading up to and during the deal, the bulk of which is in the Waterfall Analysis. 

12) NSI --This was another distressed European real estate company which we ultimately did not proceed with 
for Fund-level issues; however, the investment thesis was compelling. (Opportunity now gone as Company did 
an equity raise.) Only public info was used for the write-up. 13) RONA-- More of a special situations/undervalued equity play which we spent a couple weeks looking at. 
The memo was done over the course of a couple weeks and with only public info. 
4) Arcan Resources-- Junior E&P company which was interesting but we couldn't get comfortable with how to I enter the capital structure. We also would have needed to engage industry consultants to better understand 
the asset. The memo represents a couple weeks' work off completely public info. . 

II enjoyed our discussion today-- the type of work you guys do and the flexible mandate sounds exactly like 
what I'm looking for (and a· good fit for my background). Would be interested to hear your thoughts-- in the I meanwhile, don't hesitate to let me know if you have any questions. 

I 
1 
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From: tom.dea@westfacecapital.com 
To: brandonmoyse@hotmail.com 
Subject: RE: Update 
Date: Wed, 26 Mar 2014 21:31:52 +0000 

I 
I 

Hey Brandon. Thanks. What is the name of the Cerberus entity that Calidus is modeled after? 

I 
I 

From: Brandon Moyse [mailto:brandonmoyse@hotmail.com] 
Sent: Wednesday, March 26, 2014 1:40PM 
To: Tom Dea 
Subject: RE: Update 

Great, can meet you at the Aroma Coffee or wherever you are now if easier in 5-10 mins. 

I 
I 

From: tom.dea@westfacecapital.com 
To: brandonmoyse@hotmail.com 
Subject: Re: Update 
Date: Wed, 26 Mar 201417:37:23 +0000 
I'm done now. 

I Sent from my BlackBerry 10 smartphone on the Rogers network. 

From: Brandon Moyse 
Sent: Wednesday, March 26, 2014 10:38 AM 

I To: Tom Dea 
Subject: RE: Update 

I Sure, there's an Aroma coffee in the Standard Life building (121 King W). 

1:30? 2? 

I From: tom.dea @westfacecapital.com 

I 
To: brandonmoyse@hotmail.com 
Subject: RE: Update 
Date: Wed, 26 Mar 201414:16:49 +0000 

I 
I have to leave about 12:10 for a downtown meeting at 12:30. 

Could meet you for coffee somewhere after my meeting. 

I From: Brandon Moyse [mailto:brandonmoyse@hotmail.com] 
Sent: Wednesday, March 26, 2014 10:14 AM 

I 
To: Tom Dea 
Subject: RE: Update 

I Call just came up-- would I be able to come by at 11:30? 

From: tom.dea@westfacecapital.com 

I To: brandonmoyse@hotmail.com 

Subject: RE: Update 
Date: Mon, 24 Mar 2014 14:55:32 +0000 

I 2 
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I 
I From: Brandon Moyse [mailto:brandonmoyse@hotmail.com] 

Sent: Monday, March 24, 2014 10:37 AM 
To: Tom Dea 
Subject: RE: Update I 

I Works for me. Should I come by your offices? 

I 
I 

From: tom.dea@westfacecapital.com 
To: brandonmoyse@hotmail.com 
Subject: RE: Update 
Date: Mon, 24 Mar 2014 13:35:22 +0000 
Wednesday at 11:00? 

I 
!From: Brandon Moyse [mailto:brandonmoyse@hotmail.com] 
Sent: Monday, March 24, 2014 9:34AM 
To: Tom Dea 
Subject: RE: Update 

I Just following up -when would work for you to discuss? I'm travelling today and tomorrow but expect to be 
available later this week or next. 

I From: tom.dea@westfacecapital.com 

I 
To: brandonmoyse@hotmail.com 
Subject: Re: Update 
Date: Fri, 14 Mar 2014 18:27:11 +0000 I Away this week and next. lets chat when back. T 

Sent from my BlackBerry 10 smartphone on the Rogers network. 

I From: Brandon Moyse 
Sent: Friday, March 14, 2014 9:45AM 
To: Tom Dea I Subject: RE: Update 

Hey Tom, 

-------------------------------------

68 

I I saw you launched an alternative/illiquid credit fund a couple months ago. Not sure what your needs are but I 
wanted to let you know that I'm starting to look at exploring other opportunities and this is something that I would definitely be of interest. I'd like to move somewhere where I can focus more heavily on the investment 
process/analysis and deal structuring (as opposed to the heavy day-to-day operational involvement in pure 

I private equity), and this would be by far the most interesting opportunity in Toronto. If not, feel free to keep 
me in mind for the future. 

I Appreciate your keeping this in confidence and hope we can discuss further. 

Cheers, I Brandon 

I 3 
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From: brandonmoyse@hotmail.com 
To: tom@westfacecapital.com 
Subject: RE: Update 
Date: Wed, 11 Dec 2013 02:20:10 -0500 
Hi Tom-

Hope all's well. It's been a (very long) while and I'd meant to reach out much earlier. It is indeed a small space up 
here-- much smaller than I'd realized --and I did want to keep in touch, especially now that I have some more 
experience and insight. Things are great at Catalyst but we don't share enough perspective with others, which is 
somewhat unfortunate. 

69 

Thought you might find the deal below interesting-- we just won the 363 sale auction and expect to close in the 
next few weeks. Company was spun-off from Hertz for anti-trust reasons and filed for protection less than a year 
later; we stepped in as DIP lender/stalking horse and credit bid for control at a nice creation multiple. Cerberus and 
Magnetar, along with a couple strategies, were also involved. All in all, a lot of moving parts and cool deal 
dynamics. Would be great to catch up some time if possible. 

Cheers, 

Brandon 

http://online.wsj.com/news/articles/SB10001424052702303560204579250542894367298 

Catalyst Capital Wins Bidding for Advantage Rent a Car 

Canadian Private-Equity Firm Agrees To Forgive Debt_ Beats Out German Rental Car Company 

Catalyst Capital Group Inc. won a bankruptcy auction for Advantage Rent a Car, whose future has been under the microscope since it 

became a crucial part of antitrust regulators' decision to bless the merger of two major car-rental firms last year. 

The Canadian private-equity firm beat out German rental car company Sixt SE SIX2.XE -0.51% at Monday's auction, agreeing to 

forgive up to $46 million in debt it extended to fund Advantage's Chapter 11 case. 

Advantage filed for bankruptcy protection just months after Hertz Global Holdings Inc. HTZ -0.04% shed the chain so it could buy 

Dollar Thrifty Automotive Group Inc. 

Looking to preserve competition in the highly concentrated $24 billion U.S. car rental industry, the Federal Trade Commission 

required Hertz to divest Advantage to complete the $2.3 billion purchase of Dollar Thrifty. But just months after the government I settlement was reached, Advantage filed for Chapter 11 bankruptcy protection with plans to sell itself to the highest bidder. 

I 
Just two bidders showed up for Monday's auction: Sixt, a German car-rental company that has 11 U.S. airport locations, and Catalyst, 

whose other holdings include commercial printer Quad/Graphics Inc. QUAD -3.36% and Canadian casino operator Gateway Casinos 

& Entertainment Ltd. 

I Advantage, which operates more than 70 car-rental locations in 33 states, hopes to complete its sale to Catalyst by the end of 

1 
March, according to court papers. 

The U.S. Bankruptcy Court in Jackson, Miss., will hold a hearing on the deal next week. The FTC also will review the sale. 
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Advantage filed for Chapter 11 protection following a dispute over the vehicles that Hertz leased Advantage following the spinoff. 

Hertz, which sent a representative to Monday's auction, has since asked the bankruptcy court to let it seize about 14,000 of the 

approximately 24,000 vehicles it leased Advantage. 

From: tom@westfacecapital.com 

To: brandonmoyse@hotmail.com 

Subject: RE: Update 

Date: Tue, 25 Sep 2012 14:28:07 +0000 
Hey Brandon, 

70 

Congratulations. I agree that it will be an excellent place to learn. To be clear, I am very careful about granting either 
praise or "red flags". So for the record, I do not have any first hand experience with Catalyst. My caution is based on 
second hand information from professional advisors and others who have worked with them. The comments related to 
how they were treated and what they were like to work with. Secondarily, we have heard comments that their track 
record makes some liberal assumptions regarding private market values. From your perspective, I don't think those 
factors need to trouble you too much and the fact is there are not a lot of alternatives in Canada so as a career choice I 
think you are doing fine. 

Please keep in touch as it is a small community up here. I would also appreciate that you keep my candid comments 
private. 

Good luck! -Tom 

Thomas P. Dea- Partner I West Face Capitallnc. 

2 Bloor Street East, Suite 810 I Toronto, ON M4W IA8 

Tel: 647-724-89021 Mobile: 416-704-1273 

Email: tom@westfacecapital.com 

This e-mail and any attachments may contain confidential information. If you are nor the intended recipient, please notify the sender immediately by return e-mail, 
delete it, and destroy any c.opies. Do not forward it to anyone. Any dissemination or use of this information by a person other than the intended recipient is 
unauthorized. 

From: Brandon Moyse [mailto:brandonmoyse@hotmail.com] 
Sent: September-25-12 10:11 AM 
To: Tom Dea 
Subject: Update 

Tom-

Hope all is well since we met. I just wanted to give you a quick update-- I've been offered a position at Catalyst and will 
likely accept. I know you had cautioned against it but am optimistic that I will have a great learning experience. 

Keep in touch. 

I Brandon 

I 
I 5 
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Catalyst Capital Group (For Internal Discussion Purposes Only) 
CONFIDENTIAL- INITIAL REVIEW 

HOMBURG INVEST INC. (HII) MAY2013 

All figures in C$ unless otherwise noted. Homburg Invest Inc. referred to as "Homburg" or the 
"Company". 

1. Executive Summary 
• Homburg is a Canadian-based real estate development and investment company with over 

$1B of real estate assets in North America and Europe 

• The Company filed for CCAA protection on September 9, 2011. Catalyst has been tracking 
Homburg for 2 years, and has extensively analyzed its capital structure and individual 
properties 

• Homburg's primary creditors are holders of its retail mortgage bonds and unsecured bonds 
- almost all elderly pensior:ters who bought the bonds expecting a safe investment 

• Following a tender offer for all series of bonds in 1Ql3, Catalyst is currently Homburg's 
largest single creditor. Based on the court-appointed Monitor's subsequent estimated 
recovery values, Catalyst's cash-on-cash multiple on its tender offer purchases is at least 1.7x 

• After pushing the Company and Court towards a formal process, Catalyst was named Plan 
Sponsor, and is offering a cash buy-out of the equity that creditors will receive in the 
restructured Newco 

• Catalyst's buy-out values the Newco equity at €95MM versus the Monitor's estimated book 
value of€160-165MM representing a potential immediate cash-on-cash return of 1.7x 

o Moreover, Newco has a key asset which itself has an equity value €100MM+, providing 
Catalyst with substantial downside protection 

• Catalyst believes Newco is undervalued due to its fragmented holder base, prior lack of a 
strong financial sponsor and current "distressed" connotation. Based on peer valuation 
metrics, Newco's equity could be worth €400-SOOMM once the company establishes a 
dividend and growth strategy, for a cash-on cash return of 4.7x in this normalized case 

Catalyst. Homh"'l Ol!er and Rellrrns Analysis 

~t:llyn Multlp'e c~ Oalm~ U!.<!lys-t £qutty ~ol~t Multiple en Dsh 

~ Tc~IR~COV<'rya5%e>ITo~IClolln1 ~ -~·~.._!g~"y_B!~t!!:J,!~C.!_!u"~IC14tm _(quty(.a,hO"o~t ~ 

J.vg.l'nce 
%cff0l=t~. Mor.!tor ~~ltot Compr.lo!::lt>s Mor.ltor ~~.:lmtDr Comp~n~II'S 

Scnrs _q~~ I.D'wll) ~NonT'..IIorrd1JI~~tJorrr.;~ll1('d ~~~~Norm.lloll'dlll~~Ncrtn:~~'ltcd ~!'-...~~ 
MMpg•Bonrh I I I 

I I I 
HMB4 ...... &6.?':' 67~ ....... u. u. ~ .. I 14.lll 1%.7% l5.111 2_17K ..... I Lh Lh ..... Lh Ll>c .. .. I 

-~ ~~ u;. I ,,a;. I I 
HMBS SU!I ....... u. lOc I 1UK ...... "''"' "'"' I Ll>c Ll> ..... Lh Ll>c ~ .. I ..... ,...,. 7~ 8ioJ< 191."' ""' .... a" I "''"' lo.~ ,.,... 

""" ,..u.;. I 

'" Ll>c ..... .... .... ~ .. I 

' I 
H~7 4g,~ ...... .,._.,. 

~;o.O)II L" .... 
~·· 

I 1L7!1 UK ...... IS. .. ""3" I Lh Ll>c ..,. Lh Lh .... r 
r r r 
I r I 

lJ~rtf!Bondr r r 
11l.~ 

I I r 
H~ 24.7H ... ,. SLIM ~"" 1.2< .... I 18.;4'5.· ...... lLSll ~ ...,.,. I 1..~ Lh 4;7:11 Lh Lh .. ,. I ... ~-~ .S.?" ~101 111."' L" 1.2< .. ,. r lUll ~i~ luio """ "'"' I Lh 1.711 .. ,. ~'h {,. .,,;. r 

r I 
HB10 25.1M ""' SLIM rit.~ .,.. ,_,. .. ,. I ti~ lUK ll.W! "'-"' ""'"' r '"' '"' .. ~ Lh Lh ..... r 
HBii 4S.~ .._ ... r I ...... 51 .. 11Llll , .. 1.2< .. ,, 18.-4~ 19.1Mo ,,_.,. .,_,,. I L7x 1.7.r. .... Lh Lh ..,. I 

I I " I 
r I I I 

Dlh«llofmsi'J I r I r r 
I r I I I 

TmtC..d'tton lfi.SW. 4U" ... ,. 107.1" I ,_.,. 
'·"' .... I ,...,. 17.ll< 2&"' ...... "'·"' I 17< Lh .... I '·"' L7x .... I I I I 

Total 2.1 .... 41.1" ''""' 118-"' 
I 

19.1K 19.4" ... ,. n.t" 9U" t ... !:tx __ _!!!. .. --~!!_J (_!-Z!,. __ };.'! ____ ~~ ... J l ... !:!Jr ___ ,!-,!! ...... _~:!!._J 

Jll•••dollfftlf!OirdlioCdfalltYIIDfWftllllll&f.,....trphi••--'Pfrlo ............. p .... 

lllbn:.,.._.r ... (Ool.;ud hfonollri.,.CJnoobf .. I .. AiwQH,20U. 

PJWJIUDr-!! __ IR • ...-.,""hA'Nwlt~t,_rlllllll-•llll"rltfb. 

Mlr!•:balftrtftr.n,II•M4.,11.tofdMinw'-.:CabfrrltltNnprka~•t41111rtc•,.•r.. 

2 

72 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

2. Business Description 

Business Overview 

• Homburg is a Canadian-based real estate development and investment company with assets 
in North America and Europe 

o Investment properties comprise commercial, retail and industrial properties in the U.S., 
Germany, Netherlands and the Baltic States (Estonia, Latvia and Lithuania) 

o Development properties consist of residential-zoned undeveloped land, primarily in 
Calgary, and condominiums in PEl, Nova Scotia and Alberta 

• The Company filed for CCAA protection on September 9, 2011, in the Superior Court of 
Quebec, and has been under a Court-supervised restructuring process since then 

o Homburg is currently in the latter stages of this process, with a view to exiting protection 
on July 3, 2013 

o After pushing the Company, Monitor and Trustee towards a court-approved formal 
auction process, Catalyst was named Plan Sponsor 

• Homburg generated revenue and EBITDA of $136.4MM and of $39.3MM (28.8% margin), 
respectively, for the 12 months ended September 30, 2012 

o Over the past 18 months, Homburg has written down $4 70MM of its investment 
properties as its non-core, vacant, distressed assets continue to decline in value 

• German assets account for 47% of the Company's revenues from a geographical standpoint, 
while office properties represent a large majority of revenues (72%) on a property-type basis 

9/30/12 LTM Revenue by Geography J 9/30/12 LTM Revenue by Property Type 

• North America 

::: Netherlands 

Homburg Asset Overview 

• Germany 

• Baltics • Office •Industrial c: Retail 

• The Company has a diversified asset base across multiple real estate markets 
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• 52% of assets are located in Germany, 20% in the Netherlands, 16% in Canada and the U.S., 
and 12% in the Baltic States (Estonia, Latvia, Lithuania) 

• The Canadian assets comprise development properties, primarily in Alberta, condominiums 
in PEl and Nova Scotia, and a hotel in Nova Scotia 

H II Asset Bt·eakdown 
(As at September 30, 2012, CS in nri/1/ons, Gross Sq. Ft. in millions) 

Investment Propet1ies 
Buildings Fair Value Gross Sq. Ft. 

Gennany 16 $617.3 2.5 
Netherlands 32 $236.7 3.7 
Baltic States 53 $144.3 1.0 
North America 12 $29.7 0.3 
Total 113 1,028.0 7.5 

Land and Property Held for Future Dcvelo,lment 
Buildings Fair Value Gross Sq. Ft. 

Canada 5 70.6 na 

Construction Properties Being Developed for Resale 
Buildings Fair Value Gross Sq. Ft. 

Canada 3 16.0 na 

Investment Property llnde r Constmction 
Buildings Fair Value Gross Sq. Ft. 

Canada 2 70.6 na 

Total 123 1,185.2 7.5 

Office 
Retail 

Buildings Fair Value Gross Sq. Ft. 
77 827.8 5.1 
8 79.5 0.3 

Industrial 28 120.7 2.1 
Total 113 1,028.0 

Hll Asset Breakdo'l\n 

7.5 

• Canada& 
NA 

• Gennany 

c Netherlands 

• Baltic 
States 

• Homburg's assets are held in individual numbered LPs, called "Homcos", of which Homburg 
is the sole limited partner and also controls the managing general partner 

• The Company has a diverse list of quality tenants across its investment properties including: 
Infineon Technologies, SEB Group, Moto Dupli Group and Veba Immobilien, amongst 
others 

• Occupancy rates are 100%, 85%, 78% and 60 % across its German, Baltics, North American 
and Netherlands portfolios, respectively 

German Real Estate Market Overview 

• The German Commercial Real Estate Market ("CRE") is among the most stable and robust in 
Europe 

• For full-year 2012, Germany CRE transaction volume totaled €25B, representing an 8% 
increase year-over-year 

o Moreover, Q4 2012 was the strongest quarter in five years 
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Historical German Commercial Real Estate Transaction Volumes 
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• Demand was mostly focused on the "Core" segment (i.e. high quality properties in prime 
locations), but since the end of 2011, appetite for Core-Plus properties has been visibly 
increasing due to lack of supply of Core assets 

o Homburg's German assets would likely be characterized as Core-Plus 

• There is significant pent-up appetite for Core-Plus assets; however, European banks are less 
willing to finance non-Core properties and therefore transaction volumes have been limited 

• Foreign buyers accounted for a significant portion of investment volumes (42%) and also 
were involved in the four largest transactions of the year (from Norway, Austria, US and 
France) 

• In terms of property type, offices dominated the transaction market in 2012 and prime yields 
have fallen as a result 

Transaction Volume by Type I Prime Yield Development 

• Mixed·used 
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Netherlands Real Estate Market Overview 

• In contrast to the German CRE investment market, activity in the Dutch CRE investment 
market is at a 1 O~year low 

• Office property transactions are mostly focused in the prime segment and the bottom end of 
the market 

• A small number of deals comprises the top of the office market, while at the bottom end of 
the market, an increasing number of forced deals are noted 

o Only two of seven "trophy'' buildings listed for sale in the Amsterdam financial district 
have sold within one year of listing- and at discounted prices 

o For less desirable properties (called "B" and "C" class), many of them may not be sold at 
all, or only at junk prices 

• Opportunistic buyers of distressed assets are offering vacant buildings at very low rents, 
causing tenants of other buildings to migrate 

• As a result of these factors, prices are depressed and vacancy rates remain high 

o Office vacancy rates have increased from 14% in 2009 to almost 16% in 2012 - a 
vacancy rate of 4-5% is considered "healthy". At the same time, office rents have fallen 
from €150/sqm to €139/sqm 

o These figures do not take into account "hidden" vacancies, where companies are renting 
more space than needed due to old rent contracts, or increasing rental 
discounts/incentives 

Netherlands Office Market Development 

~ 150 16.00% 

~ 140 15.00% 

~ 130 14.00% 

€ 120 13.1)0% 

2009 2010 2011 2012 

~Market Rent (~) -.-vacancy (%) 

Key Assets 

• All key assets will be included in the restructured company ("Newco"). Catalyst is offering 
creditors who will be receiving equity in theN ewco a cash payment in return for their shares 
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Homco 110 ("Campeon") -AM Cam peon 1-12, Neubiberg (Munich), Germany 

• Homco 110 is Homburg's largest and most valuable asset 

• Office complex in Neubiberg, Munich, comprising six low-rise buildings with nearly 1.5 
million square feet of leasable space and parking for 1,980 cars 

• Leased to Infineon Technologies AG until 2020 with a possible 5-year extension 

• Infineon has the right to buy the property for €274,051,346 in October 2020 

o Infineon's lease is approximately 2x above market 

• Through its ownership ofValbonne Real Estate 5 BV, Homco 110 owns 93.3% ofCampeon 

• The property generates €12MM of free cash flow per year on --€36MM of rent 

• Campeon has an asset value of€378MM, with mortgage debt of€270MM 

Campeon Property Photos 

Campeon Structure . 

€99,511,713 
Equity in Campeon 

€25,309,037 
2nd Lien Debt 

€245, 186,820 
Mortgage Debt 

€378,400,000 
Book Value 
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Homco 69 - Philippstrasse 3, Bochum. Germany 

• Hom co 69 is Homburg's second most valuable asset 

• Office space located in Bochum, a city of375,000 in the North Rhine-Westphalia province of 
Germany and part of the largest urban agglomeration in the country (the Ruhr) 

• Located less than 20 minutes from Essen and Dortmund, and 30 miles from Dusseldorf 

• Comprises two buildings with 285,461 sqft. of total leasable space 

• 100% leased to Veba Immobilien AG, a real estate firm, until2020 

• Annual rent of€3.5MM, a 25% premium to local market rates 

• Hom co 69 has an asset value of €40.5MM, with mortgage debt of €26MM 

Homco 69 Propert)· Photos 

Homco 69 Structure 

€14,550,000 
Equity in Property 

€25,950,000 
Mortgage Debt 

€40,500,000 
Book Value 
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Homco 70 

• Homco 70 holds four properties: 3 in Germany and 1 in the Netherlands 
o Elbestrasse l-3, Marl, Germany 

• Light industrial I storage I office space located in industrial section of Marl, a town of 
87,000 in North-Rhine Westphalia. Closest major city is Essen, -16 miles away 

• 169,178 sqft. of leasable space; 100% leased to BUNZL, a global food packaging 
company, until2022 

• Annual rent of €651 ,300, 15% below market rates 
• Asset value of €9,200,000 

o Binnerheide 26, Schwerte, Germany 
• Light industrial I stomge I office space located in industrial section of Schwerte, a 

town of 48,000 less than I 0 miles outside Dortmund 
• 54,584 sqft. of leasable space; 100% leased to Motip Dupli, a market-leading 

European spray paint company, until 2025 
• Annual rent of€239,694, 20% above market rates 
• Asset value of€2,700,000 

o Industriestrasse 19, Hassmersheim, Germany 
• Light industrial/ storage I office space located in industrial area of Hassmersheim in 

Baden-Wurttemberg province. -50 miles from Mannheim (pop. 315,000) 
• 304,567 sqft. of leasable space; 100% leased to Motip Dupli until2025 
• Annual rent of€1,797,704, 30% above market rates 
• Asset value of €18,000,000 

o Wolfraamweg 2, Wolvega, Netherlands 
• Office I warehouse space in an industrial area of Wolvega, a town in the northern 

Netherlands 8 miles south ofHeerenveen and 40 miles south ofGroningen 
• 191,836 sqft. of leasable space; 100% leased to Motip Dupli until2025 
• Annual rent of €659, 158, 15% above market mtes 
• Asset value of €7 ,000,000 

Marl Property Photo Schwc•·te Property Photo 
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Hassmersheim P1·operty Photo Wolfraanmcg Property Photo 

Homco 70 Structure 

Homco 86 - Benthemstraat 10, Rotterdam, Netherlands 

• Office building in north-central Rotterdam district of Agniesebuurt 

€12,800,000 
Equity in Property 

€24, 1 00,000 
Mortgage Debt 

€36,900,000 
Book Value 

• Rotterdam is the second-largest city in the Netherlands with a population of 617,000 

• The property is leased until 2033 to David Lloyd Sports & Health club, a European chain of 

large fitness and health centres, and is currently used as a gym 

• The building was constructed in 1969 with renovations in I 999 and 2002, and has 75,670 

sqft of leasable space 

• Annual rent of €1 ,310,831, almost double local market rates 

• Asset value of€16,900,000 

• The loan is a single loan split with Homco 87, and has a cross-default provision with it 
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Homco 86 Propcrt)· Photos 

Homco 86 Structure 

Hom co 87- Benthemstraat 10, Rotterdam. Netherlands 

€7,648,123 
Equity in Property 

€9,251,877 
Mortgage Debt 

€16,900,000 
Book Value 

• Office building in Blijdorp area of northwestern Rotterdam, adjacent to the Hotel Rotterdam 
Blijdorp, a mid-level hotel 

• Rotterdam is the second-largest city in the Netherlands with a population of 617,000 

• The property is leased until 2037 to David Lloyd Sports & Health club, a European chain of 
large fitness and health centres, and is currently used as a gym 

• Building was constructed in 2003, and has 35,306 sqft. of leasable space of which 100% is 
leased 

• Annual rent of€739,813, is in line with local market rates 
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• Asset value of€11,300,000 

• The loan is a single loan split with Homco 86, and has a cross-default provision with it 

Homco 87 Property Photos 

Homco 87 Structure 

Newco Core Business Assets 

€6,311,877 
Equity in Property 

€4,988,123 
Mortgage Debt 

€ 11,300,000 
Book Value 

• Newco, the restructured Homburg which compnses its core income-producing, equity

positive assets, will own a portfolio of 61 commercial, retail and industrial properties in three 
geographic regions: Netherlands, Germany and the Baltics 

• The Canadian and U.S. assets are being divested to fund cash payments to existing creditors 
under the restructuring plan 
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(As per lofonDaliao Ciroular dalod ... pril2B, 2013) 

lt·tlahh.· \lt'.l-

(11\~·qiiH.'IIl PrOJ11...'11h.'\ ('ountn \tid I\'"'' ~ 

fro~!llcs Fair Valu~ (OOOs) ~~Ft. (OOOs) 
Germany s €450,301 2;1.67.7 
Netherlands 3 €28,128 307.8 
Estonia 12 €51,030 323.6 
Latvia 16 €26,920 229.4 
Lithuania 2S €56690 439.2 
Total 61 £613,069 3,567.6 

Investment Properties by V.Uue 

• Germany • Netherlands '"Estonia • Latvia ;:; Lithuania 

Germany 
Germany 
Germany 
Germany 
Germany 
Gennany Total 

Philipps1rasse 3, Bochum 
Elbesttassc 1-3, Mart 
Binnerheide 26, Schwerte 
Jndustriestrasse 19, Hassrnersheim 
AM Campeon 1·12, Neubiberg 
5 Properties 

Netherlands Wolfraamweg 2, Wolvega 
Netherlands Benthemstraat 10, Rotterdam 
Netherlands Energieweg 9, Rotterdam 
Netherlands Total 3 Properties 

Lithuania 
Estonia 
Latvia 
Baltics Total 

Ncwco Total 

25 Properties 
12 Properties 
16 Properties 
53 Properties 

61 Properties 

248,937 
304,565 
54,584 

169,047 
1,490,520 

2,267,652 

191,834 
82,236 
33,691 

307,761 

323,617 
229,422 
439,167 

99l,206 

3,567,619 

• One property, Campeon, will account for approximately 60% of Newco's total assets and 
property revenue 

• Campeon is under lease to Infineon Technologies AG until 2020, at which point Infineon has 
the right to purchase the building at a pre-agreed price of €274MM 

• This purchase price implies an equity value of over €1 OOMM for the Campeon asset alone, 
while Catalyst is offering €95MM for the Company's equity as Plan Sponsor, implying a 
significant degree of downside protection 

• Newco's other core properties in Germany and the Netherlands have 100% occupancy. Most 
of the properties in the Baltics, which are all leased to SEB Bank, are also 1 00% occupied 
and there is a guaranteed minimum rent regardle$s of SEB's actual tenancy 
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3. Capitalization 
• The Company's corporate structure is extremely complicated with a multi-jurisdictional 

business and individual corporate entities for most properties 

• The Company's capital structure consists of five main levels of debt/notes: 
Ca )ital Structure Summar · 

(As ofDecember 31,20/2, C$ in millions, unless othenvise indicated) 

EUR CAD(I) Maturitx Int. Rate 

German Mortgages 340.5 464.0 na na 
Dutch Mortgages 244.5 333.2 na na 
Baltic Mortgages 116.5 158.7 na na 
North American Mortgages 4.8 4.8 na na 
Total Property Lewl Mortgages 706.3 960.7 

Construction Financing (I) 24.5 33.4 na na 
Total First Lien Property Level Debt 730.8 994.1 

Private Mormae:e Notes 

EUR CAD(!) Maturitx Tnt, Rate 
HMBSeries 4 20.0 27.3 Nov-11 7.50% 

HMB Series 5 20.0 27.3 Nov-I I 7.50% 

HMB Series 6 31.2 42.6 Nov- I I 7.50% 

HMBSeries 7 31.2 42.6 Nov-11 7.50% 
Total Private Mortgage Notes 102.5 139.6 

Private Unsecured Notes 

EUR CAD (I) Maturitv Int. Rate 

HB Series 8 50.0 68.1 May-13 7.00% 
HB Series 9 60.0 81.8 Oct-13 7.00% 

HB Series 10 100.0 136.3 Feb-14 7.25% 
HB Series 11 100.0 136.3 Jan-15 7.25% 
Total Priwte Unsecured Notes 31().0 422.4 

Intercompany Liabilities 45.8 62.4 n/a n/a 
Trade Payables 100.1 136.4 n/a n/a 

Subordinated Notes 

EUR/US CAD 0 l Matur!tx Int. Rate 
Euro Denominated 25.0 34.1 Dec-36 8.03% 
US Denominated 25.0 25.1 Dec-36 9.48% 
Total Private Unsecured Notes 50.0 59.2 

J uniQ[ ~ubordinated Notes 

EUR!US CAD(I) Maturitx !nt. Rate 
CaeitalA Securities Series 27.6 37.6 Feb-02 9.500/o 
Total Private Unsecured Notes 27.6 37.6 

Total Long Term Debt 1,366.8 1,851.7 

(1) EUR converted at /.3626 EURICAD rate. USD converted at 1.004 USDICAD rate. 
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• The property·level mortgage debt comprises loans/mortgages on Homburg's individual 
assets 

• The Euro·Denominated Private Mortgage Notes ("Private Mortgage Notes" or "HMB") are 
mortgage-backed retail notes. These were issued by a special purpose entity, Homburg 
Shareco, and guaranteed by the parent, Homburg Invest Inc. Each series has unique, key 
collateral that is essential for the Company to continue as a going concern 

• The Euro-Denominated Private Unsecured Notes ("Private Unsecured Notes" or "HB") are 
senior unsecured retail notes issued by Homburg Invest Inc., the parent. These notes are the 
main unsecured liability of Homburg, therefore, they hold a strategic position for control. All 
series are pari passu with each other 

• The Euro·Denominated Unsecured Subordinated Notes ("Subordinated Notes") are 
subordinated to the Private Mortgage and Unsecured Notes 

• The Euro-Denominated Unsecured Junior Subordinated Notes ("Private Junior Subordinated 
Notes") have similar features to preferred shares but are classified as debt due to their 99-
year maturity. They are subordinated to all liabilities, including trade payables and the 
Subordinated Notes 

• The Company has an additional €46MM of intercompany liabilities and €1 OOMM of trade 
payables and accrued liabilities 

15 

85 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I
' I 
' ' 

.I 
I' 
I 
I 
I 

4. Situation Overview 

Company Overview 

• Homburg Invest's origins date back to 1991, when Richard Homburg, a real estate investor 
and developer based in Nova Scotia, took control of Uni-Invest NV, a publicly traded real 
estate fund in the Netherlands 

• In 2000, Uni-Invest sold its European assets, and Uni-Invest Canada Ltd. was acquired by 
Basic Realty Investment Corporation ("Basic") 

• Basic changed its corporate name to Homburg Invest Inc. and Richard Homburg was named 
Chairman, President and CEO of the Company 

• Homburg, which at that point had only 28 properties in Canada worth $89MM in 2001, 
embarked on an aggressive growth plan across North America and Europe 

• By 2009, the Company had over $38 of assets; however, it was also struggling under a 
heavy debt load (total debt/equity ratio of 16:1) as the global recession eroded asset and 
equity value 

• In response, the Company spun off its Canadian income-producing properties into what is 
now known as Canmarc REIT, however, its European properties continued to fall sharply in 
value 

CCAA Filing and Preceding Events 

• Homburg filed for CCAA protection in the Superior Court of Quebec on September 9, 20 11, 
citing several factors 

o An inability to pay its liabilities as they came due 

o Overleverage 

• Management had a track record of being poor stewards of capital and invested in a 
number of poor quality assets which were overly exposed to the double dip recession 
in Europe, particularly across its Dutch portfolio 

• Homburg's poor quality properties sustained high vacancy rates due to tenant 
bankruptcies and overall European economic conditions 

• High vacancy rates combined with reduced renewal rental rates and decreasing 
property values resulted in a significant decline in revenue, cash flow generation and 
asset values for the Company 

• By the time Homburg filed for CCAA protection, its total debt/equity ratio had 
reached 36:1 

o An investigation by the Dutch regulator, Authority for Financial Markets ("AFM"), 
related to Richard Homburg and the Company's inability to eliminate his control over its 
operations 
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• The Company suffered from poor quality management and management integrity 
issues, particularly related to Richard Homburg, the Company founder and 
controlling shareholder 

• For example, the Company routinely engaged in related-party transactions with 
companies controlled by Richard Homburg, paying them hundreds of millions of 
dollars for fees and services 

• Catalyst believes that Homburg's corporate complexity existed to enrich Richard 
Homburg personally at the expense of other stakeholders 

o In November 2009, the AFM together with the DNB, both Dutch regulatory bodies, 
commenced a joint investigation into Homburg as a result of certain suspected financial 
and ethical irregularities 

• On April22, 2011, Homburg received an instruction from the AFM ordering it to remove its 
controlling shareholder, Richard Homburg, as a decision maker and a person of influence in 
the Company stating his integrity was not considered "beyond doubt" 

Initial Catalyst Offer 

• In October 2012, after Catalyst had been tracking and analyzing the Company for over a 
year, the Company and Monitor released a key report on specific assets and liabilities which 
confirmed Catalyst's thesis around establishing a position in the Private Mortgage Notes to 
gain influence in the proceedings 

• Based on this new information and its unique understanding of the Company's situation, 
Catalyst presented a cash offer to holders of Homburg's four series of Private Mortgage 
Notes (HMB4-HMB7) 

o Catalyst was the first fund to put an offer forward for any of the Company's securities 

o Catalyst established back-office infrastructure to support private purchases of notes 
and claims 

• Catalyst was able to use this initial offer and infrastructure to begin building a position in the 
Private Mortgage Notes 

• The initial offer also served to continue and open up discussions between· Catalyst and 
multiple of the Company's stakeholders 

Ongoing Dialogue with Stakeholders 

• In parallel with increasing its position in Homburg's securities, Catalyst continued to utilize 
its initial offer to further discussions with the main stakeholders of the case around Catalyst 
becoming the Plan Sponsor of the restructured Company 

• This discussion involved multiple different potential options around this primary goal, 
including, but not limited to: 

o Full offer extended to all creditors to supplement Catalyst's initial offer to holders of 
the mortgage bonds 
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o DIP financing to allow full development of assets currently distressed or in flux 

• Exit financing to allow for sustained growth across the Company's current markets, as well 
as new markets in North America and Europe to diversify around more quality real estate 
assets 

Trustee Conflict 

• The Private Mortgage Notes, Private Unsecured Notes and the Private Junior Subordinated 
Notes are all represented by the same Trustee, Stichting Homburg Bonds and Stichting 
Homburg Capital Securities, which was further controlled by Marian Hogeslag (the 
"Controlling Trustee") 

o This relationship creates an inherent conflict of interest in the representation of 
different stakeholders with different economic interests by the same Trustee 

• Surprisingly, Catalyst found the Controlling Trustee controlling the board and decisions 
across multiple stakeholders. Furthermore, the Controlling Trustee had previous direct 
business relationships with Richard Homburg 

• As Catalyst increased its discussions and interactions with the Controlling Trustee, it became 
apparent she had a hidden agenda around her ambition to control the restructuring of the 
Company and the European assets of the Company post-restructuring 

• Catalyst recognized this behaviour early on in its interactions with the Controlling Trustee 
and began planning for this risk 

o Hired a private investigator to provide further information on her relationship with 
Richard Homburg 

· o Planned multiple potential litigation strategies in the Netherlands and Canada to 
remove the Controlling Trustee from the board 

• Examined the process to appoint a new Trustee for each series of bonds with different 
economic interests 

• As Catalyst's influence increased, the Controlling Trustee became increasingly hostile 
towards it 

Catalyst Tender Offer 

• As part of its purchases of the Private Mortgage Notes, Catalyst had already set up the 
infrastructure to engage in larger-scale buying 

• The Private Unsecured Notes were the largest component of the unsecured liabilities of HII 
and in addition to their strategic use, they offered an attractive asymmetric return profile on a 
standalone basis 

• Catalyst therefore felt it was appropriate to supplement its strategic initial position with a 
position in the Private Unsecured Notes to pursue a "ring-fencing" strategy which Catalyst 
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has already successfully utilized in multiple situations including: Gateway, Canwest, 
Cabovision, Planet Organic, amongst others 

• In Q4 2012, Catalyst began laying the ground work for a public tender offer in parallel to its 
ongoing discussions with the stakeholders of the company 

o Catalyst developed a full media campaign strategy to support the tender offer 
including real estate specific television programs, financial, trade and retail 
publications 

o In addition, Catalyst targeted retail investor focused websites and other media 
channels to hit the retail-focused nature of the noteholders 

o The public relations campaign also provided for specific defense tactics against the 
Trustee who had become increasingly difficult and aggressive due to her underlying 
motivation to control the assets herself upon exit 

• Based on the extensive property-level and value flow analysis it had performed, Catalyst 
pursued an optimized pricing strategy to target specific bonds which had attractive strategic 
profiles to gain control of the Company while also ensuring a minimum 1.5x cash-on-cash 
return to Catalyst 

• Catalyst launched its public tender off on January 16, 2013 

• Through the tender offer, Catalyst became Hornburg's largest single creditor. Moreover, 
Catalyst's initial estimates of value were supported by a subsequent recovery estimate release 
by the Monitor 

Homburg Invest Inc.· Catalyst Claim Holdings Post-Tender 

Monitor Recovery Range (tl catalyst Returns (ZJ 

Series Face Value {€) . Price Paid I C) Avera11e Price low Mid High tow Mid High 
HMB4 1,485,000 659,850 44.4% 56.7% 62.0% 67.3% 1.3x L4x L6x 
HMBS 1,485,000 590,400 39.8% 51.7% 54.1% 56.4% L3x 1.4x LSx 
HMB6 1,380,000 343,500 24.9% 75.5% 78.2% 81.1)% 3.2x 3.3x 3.5x 
HMB7 1.560,000 m,lSO 49.8% 65.6"-' 7Ll% 76.5% 1.4x LSx L6x 
Total catalyst 5,910,000 2,370,900 40.1% 62.2% 66.2% 70.2% l.&x 1.9x 2.0x 

Monitor Recovery Range catal~st Returns 

Series Face Value 1€1 Price Paid l€1 Avel3!!e Price low Mid High tow Mid High 

HB8 2,325,000 573,800 24.7% 45.7% 48.4% 51.0',4; 2.0x 2.1x 2.2x 
HB9 3,015,000 753,000 25.11% 45.7% 48.4% SUl% 1.9x 2.0x 2.2x 
HB10 7,140,000 1,783,950 25.11% 45.7% 48.4% SLil% 1.9x 2.1x 2.2x 
HBll 4,230,000 1,057!050 25.0% 45.7% 48.4% Sl.ll% 1.9x 2.1x 2.2x 
Total catalyst 16,710,000 4,167,800 24.9% 45.7% 48.4% Sl.ll% 1.9x 2.1x 2.2lc 

Tl3de0alms 2,530,457 671,669 26.5% 41.4% 43.8% 46.1% 1.6x L6x L7x 

!Total catalyst Holdings 25,150,457 7,210,369 28.7% 49.1% 52.1% 55.1l% 1.7x L&x 1.9x 

(1) Soun:e: O~fc Information Cln:utard1ted AprtllB. 2013. 

(2J Returns based on recoW!rl~s In draft lnfor.mUon arcular. 

Catalyst Litigation Launched against Trustee 

• Following. the launching of the public tender offer and media campaign, the Controlling 
Trustee became increasingly aggressive towards Catalyst 
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• The Trustee pursued a strategy of misinformation and confusion about Catalyst, its tender 
offer, the overall intentions of Catalyst towards the business and also manipulation of what 
bondholders can expect to receive for their bonds 

o Catalyst countered this campaign of misinformation with its already planned public 
relations strategy which included noteholder targeted communication channels and 
separate bondholder information sessions to market Catalyst's public tender offer directly 
to noteholders 

• To supplement its public relations counter attack, Catalyst initiated its planned Netherlands 
litigation strategy to highlight conflicts and hidden agenda of the Trustee. This put further 
pressure on the Trustee from a personal reputation standpoint in her native market in the 
Netherlands 

Monitor Releases Plan Recovery Expectations and Plan Structure 

• Catalyst had been pushing all stakeholders from the end of Q4 2012 to the beginning of Ql 
2013 (the Monitor, the Company and the Trustee) to release updated information on expected 
recoveries to creditors due to our belief this would support Catalyst's public tender offer 

• Throughout Catalyst's interactions with the stakeholders, it was able to ascertain 1) the 
amount of cash available to pay to creditors was going to be lower than anticipated, and 2) 
the stakeholders would receive the majority of their recovery in equity and long-dated notes 
tied to the liquidation value of "non-core" assets 

• On February, 6, 2012, the Monitor, Company and Trustee released the recovery value 
projections for all creditors which came out worse on the immediate cash available for 
creditors than Catalyst had ascertained which provided further support for Catalyst's all-cash 
tender offer 

• In addition, they released the general structure of the Plan: l) an initial cash payment, 2) a 
post-emergence tracking note that gets paid down as the Monitor liquidates non-core assets 
and 3) equity of a new Company that holds the best assets of the Company 

I "fIR E I t f o/c fCia" 

• ~ ~ ~ ___ To_t_al __ 

~ ___!!ig!!_ ~ ~ ~ ____!:!_ig.!!_ ~ _!:!!gL 

HMB4 8.700/o 7.45% 26.66% 42.69% 26.48% 24.80% 61.84% 74.94% 

HMB5 20.98% 21.52% 5.42% 8.67% 30.15% 34.72% 56.55% 64.91% 

Hl.VIB6 11.13% 11.74% 6.10% 9.76% 33.90% 39.04% 51.13% 60.54% 

HMB7 8 .. 01% 6.24% 32.46% 51.990/o 24.38% 20.78% 64.85% 79.01% 

HBS-11 11.13% 11.74% 6.10% 9.76% 33.90% 39.04% 51.13% 60.54% 

Unsecured Creditors 10.13% 10.66% 5.54% 8.86% 30.84.% 35.44% 46.51% 54.96% 
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Submission of Superior Offer 

• Catalyst had been in discussions with the Company, Monitor and Trustee over many months 
to become Plan Sponsor, given Catalyst's belief that a strong financial partner was necessary 
to ensure success of a restructured going concern company 

• In addition, becoming Plan Sponsor not only allowed Catalyst specific control over the 
restructuring process but also specific assets that Catalyst believed had an attractive risk
return profile 

• Catalyst submitted a Superior Offer that provided for cash recoveries higher than the 
Company's released cash recovery value but still guarantees Catalyst a minimum return of 
1.7x 

• This feature was important because the Company's plan provided very little upfront cash to 
creditors, with the Company's largest creditors were elderly Dutch pensioners who would 
value immediate cash more highly 

• Strategically, the submission of the offer was also critical for Catalyst's ability to gain 
control of the Company as the Superior Offer activated the Company's board's fiduciary 
responsibility to respond to the offer and either accept Catalyst as Plan Sponsor or open up an 
auction process 

• The main risk to this strategy was the requirement of the board to potentially open up an 
auction process to solicit other offers. Catalyst had analyzed this risk and felt it had 
mitigated the risk through the previous purchases of notes from the initial offer and public 
tender offer, and also its advanced knowledge of the situation, stakeholders and assets 

• Overall, Catalyst analyzed that forcing the board's hand to either accept its offer and 
allowing Catalyst to become plan sponsor or opening up an auction was a positive event for 
Catalyst's eventual control 

• Catalyst believed a potential auction process would accelerate the overall restructuring 
process, and that it was best-positioned to win, as the auction process wouldn't provide 
enough time for someone to make a credible bid 

• In the event Catalyst was outbid, it would receive further upside on its already held notes 

Superior Offer Forces Short Auction Process 

• As predicted by Catalyst, the Company and the various stakeholders were forced to open up 
an auction process to fulfill their fiduciary obligations. However, the auction process was 
limited to one week for full due diligence on the assets and providing a binding offer 

• Furthermore, given Catalyst's previous involvement in the name, it learned most bidders 
were skeptical in participating in the auction given Catalyst's informational advantage and 
the perception it had created that it was already a critical stakeholder in the restructuring 
process 

• Catalyst's outstanding litigation against the Trustee also allowed it leverage over the most 
aggressive and abusive stakeholder allowing Catalyst to contain her abiJity to oppose 
Catalyst's Superior Offer and to support any revised offer Catalyst would put forth after the 
conclusion of the auction process 
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Catalyst Wins Short Auction Protess with Multiple Creative Structuring Options 

• Catalyst leveraged its research and knowledge of the situation to create a multi cash-option 
offer further enhancing creditors' ability to receive cash and enhancing their liquidity options 

• Furthermore, due to its leverage on the Trustee, Catalyst negotiated a very Catalyst-friendly 
confidentiality agreement which allowed Catalyst to continue its activist strategy should 
Catalyst not have won the auction process 

• Overall, Catalyst utilized its pre-established relationships with stakeholders to understand 
pricing levels of other bidders, the structure preferred by all stakeholders and general 
understanding of the situational dynamics to win the auction at an optimized pricing level 

Restructuring Plan Overview 

• The Company's Plan has three main components 

1. Initial Distribution Cash 
2. Non-Core Properties Note 
3. Core Property Equity (''Newco") 

1. Initial Distribution Cash 

o The Company has been slowly liquidating non-core assets throughout the restructuring 
process as opportunities present themselves, with the main cash use related to 
professional fees and the financing of the CCAA process 

o The Company and Monitor are projecting to have €35 million available for distribution 
on Plan Implementation Date on June 30, 2013 

o This number has steadily decreased from initial projections of over €50 million as the 
Company continues to extend its exit date 

o Catalyst had already projected the cash risk in its public tender offer pricing and 
furthermore in its Superior Offer and Revised Offer proposals 

2. Non-Core Property Notes 

o The Company is going to issue tracking notes that will be repaid with the sale of 
properties that have been designated as non-core 

o The majority of these properties are in Canada and the US and are developmental 
properties 

o Catalyst has taken a conservative view in its public tender offer pricing and also in its 
Superior Offer and Revised Offer proposals 

o Catalyst believes there is some upside potential in these properties, the distressed nature 
of the sales process may provide an opportunity Post-Implementation Date to acquire the 
tracking notes issued out of the restructuring or the properties outright at discounted price 

3. Core Property Equity 

o The core properties consist of properties across Germany, the Netherlands and the 
Baltics. All of the properties have 100% occupancy, long term leases with quality 
tenants, and above-market rents 
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o Through Catalyst's negotiation in becoming plan sponsor Catalyst has obtained the right 
to one board seat, the appointment of the Chairman role and leading the search for the 
hiring of the CEO and CFO 

o Catalyst is currently working with Heidrick & Struggles to fill these roles 

• The table on the following page shows the current expected recoveries for bondholders 
across the three main components ofthe Company's Plan 

• With the exception of HMB6, all creditors have seen their recoveries decline on average 
since the Monitor's initial estimates on February 5, 2013 

o HMB6 was subject to a unique situation, whereby it held direct security on the assets of 
Homco 61 

o Subsequent to February 5, it was discovered that Homco 61 had a substantial receivable 
from Homburg, and therefore HMB6 bondholders would be entitled to the recovery value 
of that receivable (i.e. what Romeo 61, as an unsecured creditor, would receive from 
Homburg) 

Monitor's CurTCnt Recovery Estimates-% of Claim 
Revised Information Circular (April 28, 2013) 

~ Post-EmergenceCash ~ Total 

~~ low High Low ~ ~~ 

HMB4 6.18% 5.72% 25.44% 39.86% 25.09% 21.70% 56.71% 67.28% 

HMB5 17.98% 18.70% 5.73% 8.84% 27.99% 28.90% 51.70% 56.44% 

HMB6 20.56% 25.51% 2.91% 3.86% 52.09% 51.59% 75.56% 80.96% 

HMB7 4.91% 4.11% 40.76% 56.84% 19.93% 15.58% 65.60% 76.53% 

HB8-11 7.76% 8.57% 6.44% 9.94% 31.48% 32.51% 45.68% 51.02% 

Unsecured Creditors 7.02% 7.74% 5.84% 8.98% 28.50% 29.36% 41.36% 46.08% . ~ ... 

Change from Initial Report (February 5) to April 28 

~ Post-EmergenceCash ~ Total 

~~ ~_____!:!_!_~ ~~ ~ High 

HMB4 (2.52%} (H3%) (1.22%) (2.83~) (1.39%) (3.10%) (5.13%). (7.66%) 

HMBS (3.00%) (2.82%) +0.31% +0.17% (2.16%) (5.82%) (4.85%) (8.47%) 

HMB6 +9.43% +13.77% (3.19%) (5.90%) +18.19% +12.55% +24.43% +20.42% 

HMB7 (3.10%) (2.13%) +8.30% +4.85% (4.45%) (5.20%) +0.75% (2.48%} 

HBB-11 (3~37%) (3.17%) +0.34% +0.18% (2.42%) (6.53'J6) (5.45%) (9.52~) 
Unsecured Creditors (3.11%) (2.92%) +0.30% +0.12% (2.34%) (6.08%) (5.15%) (8.88%) 

Current Status 

• After extensive discussions with the Company and the Monitor, Catalyst has narrowed its 
multi-cash providing options to a single option for stakeholders to sell their equity in Newco 
("Equity-Cash Out") · 

• Catalyst believes this provides the optimal risk-adjusted return as Plan Sponsor 
• It also believes the growth opportunities on Newco are highest of the Company's properties 
• Catalyst is in the process of finalizing documentation around the Company's Plan, 

governance and finalizing N ewco' s Exit Strategy 
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• Catalyst's Equity·Cash Out values Newco at €95MM versus the Monitor and 
Company's estimated book value of €160MM: • €165MM:. At book value, this represents 
an immediate potential!. 7x cash·on-cash return 

• Moreover, through its active involvement and financial support, Catalyst expects that Newco 
can grow its asset base and trade closer to a valuation in line with other comparable European 
real estate companies, in which case its value would be several times higher 
o In this normalized case, Catalyst estimates Newco's equity could be valued at 

€400MM·€500MM, which would represent a 4.7x cash·on·cash return at the 
midpoint of the range 

• Catalyst has also structured its option to maximize downside protection - its €95MM equity 
price is in fact lower than the equity value of just one of Newco's assets, the Campeon 
property in Germany (equity value of €100MM+), affording Catalyst substantial downside 
protection in the absolute worst case 

• Please see the following table for Catalyst's bond-by-bond returns under its tender 
offer/previous purchases and Equity·Cash Out, based on the Monitor's published Low and 
High recovery ranges, as well as in the normalized scenario 
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catalyst ·Homburg Offer and Returns Analysis 

Cat.o~lyst Multiple on Cla•ms Catalv::.t Equity tatalyst Multiple on Ds.h 
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2
) Nonnaliz<!dU> ~- ____!:!•m!_ Normalized __I:?.!:_ ~ ~ll.zcd 
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5. Comparables 

• The Company's publicly traded comparables are valued, on average, at: 

o 6.57% capitalization rate (Net Operating Income I Investment Property value) 

o 5.46% Adjusted Funds from Operations yield (Cash from Operations less CapEx) 

o 1.02x book value 

o 6.90% dividend yield 

• Based on these trading multiples, there is substantial upside value in Newco's equity if its asset base can be grown and improved, 
and a consistent dividend is established 

European Real Estate Comparables 
(in EUR OODs l.!flfess otherwise noted) 

Eurcommerci<1l Properties 

Corio NV 

Hamborner AG 

Nleuwe Steen Investments .. . .... .... . 

Country(les! of Focus 

France/Italy 

Netnerlands 

Germany 

Netnerlands 

H_a_n;;!e_en Holdings pic Germany/Fran_ce/Neth~ 

CofinimmoSA Belgium 

Dundee International REIT Germany 

Newto- Z016 Mgmt Case 

Total 

Curr. Assets 

EUR 2,733,030 

EUR 7,631,000 

EUR 530,400 

EUR 2,147,900 

GBP 1,025,400 

EUR 3,622,200 

CAD 1,400,300 

EUR 587,842 

Investment Book Equity 

Properties Value Market cap 

2,666,233 1,281,851 1,203,210 

6,738,300 4,130,500 3,522,300 

447~200 276,300 322,100 

2,039,900 789,800 347,900 

821,600 516,400 562.200 

3,245,500 1,498,000 1,374,000 

1,182,800 596,100 1,014,700 

542,724 213,720 213,720 

Price/ NOt cap 

NOI Adj.FFO Book Rate AFFOYield Dividend Yield 

147,900 65,000 0.94x 5.55% 5.40% 6.60% 

442,500 176,200 0.85x 6.57% 5.00% 7.50% 

32,599 17,600 1.17x 7.29% 5.46% ..... ~~?~. 
128,400 32,400 0.44x 6.29% 9-.?!!6_ -- -----~~--
57~600 42,400 1.09x 7.01% 7.54% 5.40% ········-----··--

199,100 79,300 0.92x 6.13% 5.77% _ _?:~ 

81,300 46,200 1.70x 6.87% 4.55% 7.50% 

Median 0.94x 6.57% 5.46% 7.00% 
Mean 1.02x 6.53% 6.15% 6.90% 

High 1.70x 7.29% 9.31% 8.60% 
Low 0.44x 5.55% 4.55% 5.40% 

60,749 31,451 l.OOx 11.19% 14.72% na 

26 

- -

co 
0> 



- - - - - - - - - - - - - - - - -
6. Corporate Structure 

• Homburg Invest Inc.'s corporate structure is highly complex, consisting of dozens of OpCos and intermediate HoldCos. Catalyst 
spent over a year on its analysis of the corporate structure to prior to its initial purchases 
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• Newco's corporate structure will eliminate some of the previous Homcos but largely retain the same structure of individual assets 

being held in OpCos 

I I 
Valbmme CoetBV* 

2BV* 

I I 
Kub Hombmg Kub Homburg 

LT LT 
Baltijos Baltijos 

Investicijos 1 Investicijos 2 

I 
Kub 

Hombtu-g 
NT 

Newco l 

J I 
Homburg Hom co Homco 

Baltic 86BV 87BV 

I 
I 

------
I 

Valbonne 
5BV 

I 
MotoObjekt 

I Campeon 
GmbH & Co 

-----. 
I 
I 
I 
( 

I 
I 
I 
( 

I 
I 
I 
I 
( 

Homburg Baltic Homburg Baltic Hombm·g Baltic I 
I 
I (LV) 

Investments lnJ 
. KES) Investments (ES)AST 

6 uu Investments UU 

tNewco will hold a 94.9% imerest in this entity. The 
~· Stichting 
qrlire, hold 

remaining interest in each entity will be held b 
Coeval, a Dutchfowrdation whose object is to ac 
and alienate ill te1·esrs ill Dmch rivate com a p 
direct~v. or indirect/)•, as a limited partner. 

ip nies, either 

**The Non-Core Business Assets will continue to be 
disposed of following the Plan Implementation Date and the 
proceeds will be used to repa;• the Un-Assumed Portion of 
Ptoven Claims 
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7. Waterfall Analysis 

General Unsecured Pool Recovery 

• Catalyst has spent a tremendous amount of time on its analysis of the Company's assets and 
liabilities on a property-by-property basis 

• As seen in the table below, Catalyst estimated there to be $186MM to $346MM of 
distributable value for a general unsecured pool of $739MM to $783MM, resulting in a 
recovery of 24-4 7% for general unsecured creditors 

o Catalyst's tender offer was based on the low end of this range, providing significant 
downside protection 

• The HB Series Unsecured Notes benefit from the subrogation of $55MM of Subordinated 
Notes (also known as the "Taberna" notes), which are subordinated only to the Private 
Unsecured Notes and the Private Mortgage Notes, and therefore recover 26-52% 

o Please see the next page for mortgage bond recoveries 

o Anteceding pages cover the asset-level analysis and value flow 
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6'9,77J,80 

(3,06US) 

(24,790.00) 
,20,3SJ.94 

(1,98.1.81) 
(4,964.70) 

99,8/J.PJ 
IJ.780.S3 
11.661.12 
4,133.00 

/9,980.39 
148,374.95 

18&.171.9 

186 71.$9 
783,103.17 

z.,;. 
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Private Mortgage Notes Recovery 

• The Private Mortgage Notes benefit from the value of their underlying collateral, and also 
have an unsecured claim (pari passu with the Private Unsecured Notes) for any deficiency 
between the collateral value and the total claim amount 

• Based on Catalyst's analysis, HMB holders would receive the following recoveries: 

o HMB4: 44-75% 

o HMB5: 34-57% 

o HMB6: 49-81% 

o HMB7: 50-88% 

• A more detailed analysis of each series recovery follows on the next three pages 
•l"l'( l,'t• 1• tl.•.•, J/~ fV.I'I 101 It< ti,·J> 
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HMB4 and HMB5 Recovery 

• HMB4 holders have a security interest directly on a section of development land called 
Homburg Springs West 

• Homburg Springs West is listed for sale at $13.3MM ($14MM less 5% broker fee) 

• HMB4 holders would therefore receive $6.65-$13.3MM from their security and recover 26-
52% on their deficiency claim (general unsecured recovery plus Taberna note subrogation) 

• Total recovery of 44-75% of claim value 

• HMB5 holders voted to release their security m return for a guaranteed €2.25MM cash 
payment 

• The remaining claim is the deficiency claim, on which holders would recover 26-52% 
(general unsecured recovery plus Taberna note subrogation) 

• HMB5 holders would therefore recover a total of 34-57% of their total claim 
HMS4 (In CS OOOs unless othervtl5c noted) 
Assets 

Hombura:Springs, CDigaryAB. tfW quarte:raf Section 6even, Township 26, Rangel. CalgaryAB 

Mortpge Bonds Pavoble 
MortBaae Bond HMB4 (EUR 20.01mm) @ 1.3626 CAD/EUR 
Aarued lnter.,t HMB4 • 7.SOKirom 6/30/2011 to 9/9/WU 
Total 

Collateral votu. 
Drfldenqo Oalm 

De[idn>q CIDim o< "of UMr=t<d Pool 
De{td<nq CIDim lktt>•<f'l (") 
Oefldefl"fCalm Reoovery 
Additional Recovery from Tabema ~ .. ., 
HMB4Totol ReaM!ry 

RL<tltmy from Co/totoral Vol"" 
J!<aw<ry from O.fl<kncy Cloim 
AtltrltionoF R«avery fltJm Tabmra Notes 

HMBS {in CS OOOs unless otMnv•se noted) -
I HMBS Guarantee (EUR 2.15mm) 

HMSS~Bond.Payllllle 
Mortpge Bond HMBS (EUR ZO.Dlmm)@ L3626CAD/EUR 

Acaued Interest HM85· 7.501' from 6/3D/'liJ11 to 9/9/2011 
Total 

tl~'l!, 

Gu~t:eevarue 

Defidency Calm 
D<fldtn<yCiolm os "ofUn<«uml Pool 
Defidenr:yCIDim R<<tJV<ry(li/ 
DallciencyCialm Recovery 
Addldonal Rea>very from Tabema tlotes 
HMBSTotal Allcovary 

R<tt>v"'Y /rom Gu~trml"" Vofue 
R«tNe.y from o.fld<nq Clofm 
Add~iono/ Jk<OV<rv /tOm Tobe<no Nolet. 

TotollrccDR'f li 

Lender Entity 

na Homco52LP 

low Mld 

SOli 75" 
6,650 9,975 

27,266 27,266 
398 398 

27,663 ::Z7,66l 
24.1/H 36.1" 

$6,650 $9,975 
$21.013 $17,688 
2.7N ~ 

13."' 34.2H 
$4,998 S6,04S 
$SIS $64S 

$11.163 $16,665 
24.(11( 36.J" 
lB.J" 2l.m 
~ 2.~ 

44,(11( 60.~ 

tow Value Mid Value 

J,OGG 3.066 

27,266 21,266 
398 398 

27,663 27,663 

J1.m 11.1" 

$3,066 $3,066 

$24.5!18 $14,S98 
3.1li 3.1li 

23.8fl; :u.~ 

$S.BS1 $8.406 
$603 $1!97 

$9,519 $12,369 
ll.JK 11.1" 
2l..2H 311.411 
2.~ 3.~ 

34.411 .f4."' 

HiBh 
l<JCmofUstPrtce 

13,300 

27,266 

398 
27,653 

48.1" 

$U.300 
$t4,3S3 

1.81& 
46."' 
$6,715 
$74S 

$20,761 
48.1.K 
24.3lt 
2.7H 

1S.f»( 

High Value 

3,G66 

27,266 

398 
27,663 

Jl.l% 

$3,066 

$2.4,598 

3.1" 

46."' 
$1l.SOO 
Sl.277 
$15,143 
JJ.Jli 
41.6% 
4.~ 

51.~ 
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HMB6 Recovery 

• HMB6's security comprises a direct claim on Homco 61's assets, as well as units (i.e. equity) 
ofHomco 71, Homco 72, Homco 73, Homco 74, Homco 76, Homco 84, Homco 85, Homco 
98 and Homco 120 

• Homco 71-Homco 120 have no equity value and those properties are being relinquished to 
their lenders, and therefore HMB6 holders receive no recovery from that collateral 

• Homco 61 has no property assets; it previously held the Homburg Harris Centre in Calgary 
which was sold in 2007 

• However, Homco 61 has a large receivable from Homburg (parent), and is therefore an 
unsecured creditor of Homburg. Homco 61's recovery on this claim will flow through to 
HMB6 holders, who comprise 99% of the claims against Homco 61 

• This $13.3-$26.1MM recovery against Homco 61 can be considered "secured", while HMB 
6's remaining claim is the deficiency claim 

• HMB6 holders would therefore recover a total of 49-81% of their total claim 
HMB5 (In CSOOOs unlcssothervme noted) 
Assets 

tow Mld High 

Genenl Unset~~~ JtmVfty 24" 34l' ""' H61 Recel..t>lelrom HI I- HMB6 Portion 55.!121 55,!121 55.921 
IH61RecelnbleRecovo!X·HMB5Portlon gm 19.!!:!, 2&,145 

l.ow Mid High 

Pro • Lender Entity 70%oiBV 85%o!BV 1110% of Book val .. 

t::lr.~tP:ork, TeuchelerWeg/Feld.rtraue, luthemadt, Wittenb<K&Germany Hatfield Phillips Homco 98lP 13,456 16,340 19,m 

1stUen,._ Debt_ 
First Uen Mortpge Debt lEUR 20.4m) @ 1.34 CAO/EUR 27,717 27,717 27.717 
LTV Z!lli.Ole 169.~ 144.21' 

R<COVory 48.5" 59.111' 69.4" 

1Homco98Resldua1Valuo 

Assets 

lDw Mid Hlp 
Lender Ent!!l 7011oi8V 85%o!BV 1110% of Book V•lue 

lttdustrielaan24, Ude~ The Netherlands SNS Bank Homco14LP 5,4ZS 6.5811 7,750 
Mathlldenlaanl. £1ndhoven. The Nethedands SNSI!ank Hcmco 8S lP 24,7!l0 2.9,495 34,700 
Fortranwa110. AmttStoort, The Ne:thed~nds SN58mk Hcmto 73 LP 2,009 2,440 2,870 

Statlonsplein 7.-9, Gronlngen, The Netherlands FliP Bank H<lmoo 84lP 16,87D 20,485 24,100 
Keesomlaan6-l~Amstelveen, The Nethertands FliP Bank H<lmco l20lP 8.190 9,945 11.100 
Meldornkade 22·24, Hcuten. The N~therlands Olrektbank (ABN) Homco71lP 3.430 4,165 4,900 
DaalatdcerswerJ 2·2.a&B, Eindhoven, The Netheth1nds fartis Bank N'l Homco76lP 5,694 6,902 8,120 
lndustriestraat&.S..lD. Num~dar • TheNetherbnds Fortis Bank NV Homco72LP 1.197 1.454 1.710 
Sub-Total: Hl>m<o7l·:UO Property Value 67,0!15 8l,473 9 850 

1suien MortiNe Debt 
Rnl UenMortgage Debt lEUR 194.3m)@ 1.34 CAD/EUR lll6,704 206,704 206,704 
lTV 308.1!10 253.-n€ 2JS.n€ 
R«<<V<JY 32.~ 39.4" 45.4% 

!Homeo71-Hom<ol20Rasldu•IV•Iue 

lnemaln!niRosldu.alValuoforHM86 13,30Z 19,111 ~145 

IIMB&Mortp&e~hyli>le 
Mortgage Bond HM86IEU131.23mm) @ 1.3626 CAD/EUR 42,554 42,554 42,554 
Ac:uued Interest IIMB6 • 7.SIIl' from 6/30/2011 to 9/9/ZDll 621 621 621 
Total 43,175 43,175 43,175 
R<co .. l)l 3!16!1 44.~ 6(1~ 

CoDoteroi/Rtsldu>l Volue $U.302 $19,121 $21;,145 
DeRdon<yO•Im $29,87! $2.4,o61 $17,030 
o.[ldency 0./m as "of !JnStt:IJTf!d Pool 3.6!1 3.lK L2" 
Dqtckncy O.im Rloort~y(%/ 23.6!1 34.2% 46."" 
Deftden<y Claim R<COVery $7,106 ~4 $7,962 
Additional Recovery f10111 Taberna Notes ' $732 $878 $864 
HM86Total Rt"""ry $21,139 $28,:W ~9!11 

Rectwety /rom COIJDtl!foJ/ Rutduo/Volue 30HJ' 44.3% 6(16!1 

RrtJWey !10111 fJr/ldmql Oalm 16.~ 19.111' 1&4'11 
AddillonaJRetovtrt from Tobtmo Notes l.IX 2.0'11 2.111' 

Tofof-..,.,% 49.111' tlS~ 82.111' 
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HMB7 Recovery 

• HMB7 holders have a security interest directly on a piece of development land in Calgary's 
Beltline district 

• The land is zoned for residential use and Homburg had originally planned to construct a pair 
of residential towers there ("Kai Mortensen Towers") 

• Only the parking garage has been completed while the rest of the land remains vacant 

• Kai Mortensen Towers are listed for sale at $37.8MM ($39.8MM less 5% broker fee) 

• HMB7 holders would therefore receive $18.9-$37.8MM from their security and recover 26-
52% on their deficiency claim (general unsecured recovery plus Taberna note subrogation) 

• Total recovery of 50-89% of claim value 
HM87 {InC$ IXXJS unless othctwlse noted) 

Assets 
Low Mid Hl§h 

Pto rty Lender En~ SOli 75% lOO'KofUstPrice 

Kai ~rtenJen lawen, Calgary AB HSBC Hamco88LP IS, 90S 28,358 37,810 

H~SSHSacconsttuctlonFlnandnl 

Constructlon ~nilndNJ 5,000 5,000 5.000 
Total 5.000 5,000 5,000 

!Residual Value toHM87 13.905 23,358 3~810 

HM87 MoJtiaJ• Bond ....,..ble 
Mortgoge Bond HMB7 (EUR 3L23mm)@ 1.3626CAD/EIJR 42,554 42,554 42.554 
Accrued lntere>t HMB7 • 7,z,;,l from 6/30/lfJU to 9/9/l.OU 600 600 600 
Total 43,154 43,1.54 43,154 
RtC(llln)' 31.~ 54.Jilli 76.0l6 

Residua! Value $13,905 $23,358 $32.810 
oendencvcrotm $29,ZA9 $19,797 $10,344 
o.rtc~onq aaJm as "af U-=ed Pool 3.7illi 2~ L~ 

o.r~<~eney Claim Reawel)' ("} 218" 34.2X -Oefidency Oalm Recovery $6.957 $6,766 $4,836 
Additional Recovery from Taberna No<M $717 sm $537 
HMB7Tota1Re<OY..., $21,579 $30,845 $38,183 
~[ram ResfduatValue 31.1illi 54.111 76.1B6 
R«cvmyfromDofldenqGalm Jlili¥ lS."' ll.~ 

Additional Recow:rv /rom To bema No Its L7illi 1.7!6 U% 
Totol-oty" 511~ lt.S'J' -
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Property-by-Property Waterfall 

Germany 

• Campeon is not collateral for any Private Mortgage Notes and therefore its equity value 
flows entirely to the unsecured pool 

o As per Corporate Structure, the Campeon asset is held by MoTo Objekt Campeon, whiCh 
in turn is owned by Valbonne Real Estate 5 BV, which in turn is owned by Homco 110 
(of which Homburg is the sole LP). The Falcon loan is at the Valbonne Real Estate 5 BV 
level, not on the property itself 

• Homco 98, units of which secure HMB6, is a shopping mall in suburban Germany. Catalyst, 
through extensive onsite due diligence, discovered its main tenant vacated the property and 
correctly determined it has no equity value (a view confirmed by the Monitor). There may be 
an opportunity to purchase direct property, notes on the mall at a substantial discount 

APtf C•Im£1!!! PmrsrtY Mcu1,.m 

FfitLm~DcbtCADtiJ 
fftll..i::n~Dmtm.JR'1 l 

~" Loan to Va:l!J.t 

l-rtcchD«<I.CAJ:/1
) 

ln<c<hO<I>I F.UR''' 
&C'Dt1"1)'" 

Loanro I'D&t 

Rchll!rmr; Ruldtlal Valul: CAD 
R;em1. • ltHldual Valur EUR 

v..n...r Rt".t &.rafl! 5 BY Sc~• IP•n n"d Uc:p Tenn ~,p,.ru (1J 

Scn!ad Ur. Seaud Loan CAD 
Sc-~ Lk1t S«un:d I.Mn EVR 

falrVa!ae AdknfP!ir!tJJ 

FalrVab.Adjl;atmci'IICAD 
l"alrV.W.Adj.o""""WR 

~Rc•hhzaiVat.eCAD 

Rt=rm ~ Rullhlll Vahct EUR 

J.fmns'!91 LP!:IDt!fllft 

F"atl.bMonp., Dtbt cArl'' 
F"rnLaMortpscD:bl Ellllt1

) 

Jllr:DIItty" 

UmttoYoW 

IRI-mmina Rnldrul Valw CAD 
Rutdn!nJ: Rnhllal Valur EUR 

Mn!!r!u flomtPa\=ef,h 

Moltg;tFBM:IHMBGCADC-9 

Atcruedlateri:Sl HMB6CM>tfl 
ToiDJCAD 

~BoBIIIMll6J!IJR 1~ 
Amu:d ln'icrm liMm EUR CS) 

IMnrsmmcRnlltwlt Vat. CAD 
R~...,IU•Idual V•hat EUR 

..... 

~ 

Uili: 
I"""" IIOIJ' 

l>!!l:t 
llmn:.o981P 

I!Al( 
4S6JSO . .W 
~S<,lSIJ..IO 
3-40,560.IH) 

311,483.4:! 

239,913.00 
lllffl 
71"' 

4,2SU& 

3,171.00 

1-
zn 

130,61'-SO 
9J,.ns.ao 

U0,616.$D 
97,475.00 

32,239.11 
2-4.059.0-f 

!lli.>n.J9 
7J 15.9fi 

19.2lJ.I2 
19',2ll.ll 
14.3-15.61 

27,716.56 

20.684.00 
69" 

J.l.lH 

.. 2.~54 

621 
·U.11.S 
31,2JD 

450 
11,686 

0" 

43,175 
31,68/i 

I!Al( 
481 70J.l0 
.f81,70J.to 
359 .... 
311."'-l.-12 
139,913.00 

Jllffl 

""' 
4,2SD.<& 

1.J72.00 
IOOU 

zn 

155,969.30 
IJ6.3U.to 

155~0.30 
IIO,l95.GO 

32.219.11 
24,059.04 

11J,7Jrl.151 
1Jl,JJ.5.91i 

23 4:!.)6 
13,)4:!.36 
17 19.67 

l7,716.S6 

20,684.00 
84Yo 
um 

42,554 

621 
4),175 

31,23D 

456 
31.686 ... 

43,175 
316116 

~ 
S070S6.00 
~T.O!fii.OD 

378,4DO.Otl 

l21.48l.42 
139,91J.OO 

loan 
0~ 

4,2S0.48 
3,112.00 

100" 
/!'~ 

l8l,J11.10 
135.315.00 

uu.nuo 
l.l •• ,llS.OO 

JJ,Ut.ll 
14,0.'\U-1 

149,081.t9 
lll,l.l5.t6 

I!Al( 
27.461.60 

~ 
27,716.~ 

:ro.6X.I.U.,"' 
99Yo 

/01" 

: I 

621 
.. ],)'15 

ll.lJD 
4Sfo 

: I 
43,175 
31686 
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Germany (cont'd) 

• Homco 69 and Homco 70 were collateral for HMBS; however, as noted above, HMB5 
holders voted to release this security and therefore the equity value from those properties 
flows to the unsecured pool 

o As per Corporate Structure, Homco 69 owns Valbonne Real Estate 2 and Homco 70 
owns Coet BV, which are the respective titleholders of their assets 

• The highlighted portion at the bottom of the table indicates the residual value (assets less 
liens) from the Germany properties available to the unsecured pool 

~ 
FilsiLicaMortg:tgclkln CAD'" 
Firstli:nMoJOal!ICOcbc EUR"' 
Rumery" 
/.Dan tn PaiJIIJ 

Remoinlng Residual VAin< CAD 
Rcmaittift Residual Value £UR 

HSH Bank Prnnsrttc' I Homto 10 LP 

M!£!! 
~ 

HSH •:ct Usn Mgdgpgs J Uomcct 7n 11m 
ToW CAD 
TobiEUR 
Rzcm•ci'J'" 

Rem:llllinx Reolduol Volue CAD 
RCIPI!l Residual Volu<: EUR 

1\tortgpl!<! Brmd Pu;ahfr 

M._ Bond HMB5 CAD 161 

Aocnlcolllll«eSS HMB5 CAD 111 

Tola!CAD 

~BondHMB.IEUR"1 

Amu:dlntcrcstHMB.IEUR"' 
ToloiEUR 

1.34 

Em 
Homco 69 LP 

~'mil: 
llnlr<o 70 LP 
Homco70LP 

41.432.80 46.!171.70 
41,432.80 46,S71.7U 
311,910.00 34,755.00 

34,40-1.50 34,404.l0 

2l,67l.OO 25,675.00 
Ioon /00% 
BJ% U% 

7,0Z8.3D 12,167.20 
5.245.00 9,1JBO.OO 

18,076.60 20,522.10 
9,862.40 ll,(l.IR.30 
2,693.40 3,07'-30 
6.097.00 HJO.lO 

36.719.40 41,116.10 
17.-IIO,atl 31..130.00 

32,227.00 32,227.00 
24,0l0.00 24,050.00 

100% IOO"A> 

4,501.40 9,889,20 
3,360,00 7,31!(1.011 

27,266 27,266 

398 398 
27,663 21,663 
20,010 20,010 

292 292 
10,302 20,302 

3,1165.85 3.065.85 

l.lSO.IIO uso.oo 

14,598 24,5911 
18052 IB.052 

99,813.9-1 130,55:1,54 
74,525.96 

Nooc:LowiMidJI!i:)t\ubooiOr ){69.,.J H7Db;ucdonl2131/12 DTZopproisals. LowiM~r.mgdorCompconond H98llllscd on~·100%ofBV and 7D-100%orBV, oapcclil-4'. 
(I) Soorcc: Do!allDom ~nsddub. 
(2) AS!..., I CO% is p11rdwcd. 
Q)Adjuo11pcnllilncltcdob! o<:to.,.ilgdqnoci:rti>n ofEUR4Smm os per 1-Cir<olltdalcd M:rch5,2013. 
(4)Sca.ri<rconsii!So(H61 And\U1ils ofH71, H72, H73, H74,H76, H84, HIS, Jl!)S DNl HllO. 
(S) Aa:Ncd "'""""iom 6130/2011 1a 9.9/2011 (liq date). 
(6) HMBS bo"'""ld"" \OI<d to n:l:oso eolh<crol iD recurn for <he <luor.ln1CC Poymcr<. 

97..165.96 

&:!: 
~· 710.60 
51,710.60 
38,590.00 

34,464.!10 

~.G7.Hhl 

101m 
61% 

17,3U6.10 
12,915.00 

~ 
22,%7.60 
12,234.10 
3,457.10 
I -14.00 

47.5DJ.OO 
35..150.00 

32,227.00 
24.1150.00 

101m 

15,%76.00 
11.400.00 

~ 
27,266 

398 
27,6/iJ 

20,010 

21Jl 
20,302 
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Nether lands 

• HMB6 has a claim on the equity ofHomco 71, 72, 73, 74, 76, 84, 85 and 120 as noted above. 
These properties have no equity value and are being relinquished to their respective lenders 

• HMB6's sole security is its claim on the assets of Homco 61, which comprise a receivable 
from HII- therefore, the recovery on this receivable will flow through to HMB6 as security 

• Additionally, the two properties which HBOS/Lloyds is financing, Homco 86 and Homco 87, 
do have residual equity value (and will in fact form part of Newco's portfolio as noted 
earlier), so their equity value flows to the unsecured pool 

~ 
!ml!!l: ~ HAY 
Monwe Bond HMB6 Colb!mJ HI 
lndm1ricboo 24, Udel\ The Ndhcr11111!s llomco 74 LP (I) 5,U5.0o 6,517.50 7.7!iU.VO 
Malh!dcnl:lao I, 6ldbo,..., The Nc1bcrbrds Homco85 LP (I) 24,290.00 2?,495.00 lU01l.OO 
Dool.lkkmwergl-2.&:1, Eildloltn, The Ncillcltands llomco 76 LP (2) 5,614.00 6,902.00 K.l21l.UO 
S~li>"'''~n 7·9, Gro.._, The Nclhcrlu>ls llomcoll4t.P(I) 16,170.00 20,485.00 2~,Hl11.f)(J 

Mci!ornbdc 2l-24,Ho...., The N<lhalmls llom<O 71 LP (I) 3,430.00 4,165.00 -'}XIO,UO 

K ........... 6-IO,AmstchccJI, ThcNclh:tbods llo= 120 t.P (2) 8,190.00 9,945.00 11.71)1].11() 
Fomnwq 10, Amcrllbor1, Tho NelhcrU..b llom<O 73 t.P (2) 2,009.00 2,439.50 2.K70.00 
lnd11Stti:str.>:116.8,10,N .ThcNc<h<rlo..d• HomconLP 1.197.00 ••• 53.50 1.71UJ)O 

67,(195.110 81,.17l..SO 95,1150.00 
~.Q70.90 60 Ul,,l7 71,!1%9.85 

Nrt~rl:rnd.1 Mnr1C,!!.S$ Debt m ~ 
'"'U:nldor<s>&<Dcbl CAli" 206,703.70 206,703.70 206,703.70 

F"llttUcnMo~cDdrt EURUJ c:::u!l 15<1,2.56.49 1H,256.4? I.C.t2$C•.49 
kt:wvery96 11% J9% 4~ 

Loon to Jfalw JOS% 254% 216% 

!Rc,..u,;,g R<>hfu>l Volae CAD . I ,Remdolo~ Residual Voloe EUR . 
TJ61 RectiYJ!hlt! &EW! 
Aib<oblc !0 HMB6 • CAJi-21 5!,920.18 $l,920.U 5S,920.18 

Ai>cob~ 1o HMB6 • EUR'" 1.34 41.732.00 41.732.00 -U.7J2.0tl 
Rcco\~1)' • H61 Senrit)· (Rccch'Dblt) CAD 13,301-"3 19,1Jl.~ ;!6,144.81 
Rcarrcn· ·Ufil Suarit' cccivabh: EUR 9.9lfi.Sl 14.162,17 19.511.115 

Mart~:•&£ 801td P11"ahlc fitml 
MOf1A< Bond IIMB6 cAJi'1 

I 1.36261 

43,174.12 •3,17U2 43,l74.12 

MOlTgli&C Bond IIMB6 EUR131 31,685.62 31,685.62 3t,GKS.6l 
/lKOV~ty inclmtmg na:nmltnlrresi'J£ lm 0" ~ 

13.301.53 19,111.44 26,144.81 
9.926.52 14.262.27 I9,Sli.05 

29,173.29 24,063.33 17,030.01 
21759.10 17423.34 12174.56 

HbOS ProJ!5J:!i£!H, 
~"<II?, Roacn!:m, 1k N<llabnb 9,111.00 11,658.00 14,204.00 
Bclllh:mslmat I D. Rotterdam. The Nctlabnds 12 663.00 16.9114 . .50 21.306.00 
Total CAD 21,715.00 28.64;!.50 35,510.00 
TotdiEUR ]6,1.<;0,00 li.37S.t10 26 110.00 

S,J83.00 ?,704.SO 14,026.00 
JIBOS l\fru1£0C£ Dchc(AJ 

F"mU=Mo"-!lcbl CAD1'1 

c:::u!l 
19.2?6.00 19,2?6.00 19,2?6.00 

FntUclldortJI'i"llcbt EUR'" 14,-100.110 14.400.00 H.4011.00 
RtCIW~ry% Jim(, /00% 100% 
loMio VdiHt 89% 67% 54% 
Rem:Unfn.: Reslcfu:tl Value CAD 2,47?.00 9,346.50 16,214.00 
Rc:rNtinin RcdduaiVaM EUR l.g5o.oo 6,?15.00 11.100.00 
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Netherlands (cont'd) 

• The remaining properties in the Netherlands are all deeply distressed, with extremely high 
vacancy rates 

• As a result, they are underwater and being relinquished to their respective bank lenders, so 
they will not contribute any value to any creditor recovery 

'~~~~~ Jim•h I••" { ,ht \ltlf( ,1\l llo::.h ( IH 11!\ I 

4!!S!! 
~ 
llnD!cnsinct~ lla> Bosch, Tho Ndh:rhods 
o.nlcn C...n. ""-rei"" Tho Ndh:rlonds 
ToliLICAD 
To&aiEUR 

FGHI\torfgan Drht 

F'.., Lied Mo"P&& o.bt CAri11 

FiiSil.i:d Mortpac Debt EURCII 

Rcco'~"'" 
Loan to Value 
JR<~Rntms..IVolu<: CAD 
R~m~bring Rt!sidutt V.11fuc EUR 

&!!!!. 
~ 
Bccllii'IS v:m Blol<l.wb= I 0·14, Tilburg, TI>e N<lh:rlands 
P""'""-erl'lZ. 6641 TL llcm1"""'- Tho Nclborbnds 
Corl:s1n1.1t 38-46, Sllomell Sl=l ll-39, Sumsarulr.>Ot30-34 RoiiCrd.., The Nc:11-<dm1J 
T:tmscomq 2. Eindltcnon. Tho NClb:rbnds 
Hoc:n:mqll·lla, Eildho\"m. Th: Ncth:rlands 
Hmdw:uw.-eg ll,.Arncr5foort. TheNclhcrbnds 
W~5,Raonnord, The Ncthcdonds 
Oal~S~>q5·19,Golllo, ThcNclborlonds 
Vlllbtru 14, Si!wd, The Nclborltnds 
W....,mmopli:nl6-26o, Roctmond, Thc Nclhcrbnds 
Noonlc.poort 33, Vcnb, Tho NC1hc<l:nds 
ladum:wcg6-R,9, ~HOld<, ThcNcthcrltnds 
Ni><rlcilmcs 12.' H.Wc, The NC1hc<ltnds 
Nijn:dnlmq 14A.' Hutlc, Tho Nclh:rbnds 
Nij.mriln'"'l: U. ,H:udc, Tho NC1hc<bnds 
NV.1:1b:<isma I lA. ~ Hutlc. The Nclh:rltnds 
Nij.'Ctlocids\\'cg 14, Ufordc, Thc Nclh:rbrds 

Eastt:m an Fnrd 

NetHrl:ntd:l M or1pge Dc:ht ttJ 

Finll.lcnMo"BMCDdn CAD"' 
F'nl Lied Morlpgc o.bl EtJR1 II 

ll<rov<ry~ 

IRc:maitdaJ Rcddllll1 V:~lue CAD 
Rc:rnainirt!! Residnl V1lar EUR 

c::::!d!l 

fLllill: 
Homoo 114 LP (2) 
Homro 123 LP (I) 
Homc:a 113 LP (I) 
lloJDCalll LP (I) 
Homca 116 LP (I) 
lloJDCUI02LP(l) 
lloJDCUIIRLP(2) 
Hon:o 115 LP (I) 
llon:o 112 LP(I) 
llom:o 117 LP(I) 
Homc:oii9LP(I) 

llo""'"92LP 
Ho""'a 92 LP (2) 
Homca 92 LP (3) 
lloJDCU92l.P(3) 
lloJDCU92l.P(3) 
llomc:o 92l.P (3) 
HI:EFB.V. 

1.34 

c::::!d!l 

4,464.88 6;l'la.40 
7,973.00 11.390.00 

12,.137.88 17,768..W 
9 82.00 13.160.00 

25,178.60 25,178.60 

IH,790.00 18,790.00 
49% 7/U 

316% 22W. 

4,614.96 l,603.HS 
8,160.60 9,91l9.30 
8,273.16 IO,O.C5.9S 
6.097.00 7,40Uo 
5,159.00 6,264.50 
4.$96.20 5.$81.10 
3,752.00 4.$56.00 
3,976.80 4,100.40 
2,345.00 2,847.50 
t,6u.•o 2,050.20 
1,688.40 2,050.20 

9l7.54 1,307.92 
9l7.H 1,307.92 
957.54 1.367.92 
9l7.54 1,367.92 
957.54 1,367.92 
951.54 1,367.92 

55,.196.77 68,620.06 
41.415.50 SIJ09.00 

101,011.56 101,081.56 

7l,4H.OO 75,434.00 
jj" 68'J(; 

Rcmaiain!lRaltl<tolValaeCAD 15,780.53 lA,-157JI.I 
olal Reat~lai Residual Vnloe EUR II 776.51 21,23'7.27 

(I)Scnrn:o:O;rta Roo"' Thcscpropc:tti:s =~~<ioq.w.c.l to l:adcrodo: concg:Jil~cqutnobo. Lowond Mid ,;r!wsb.,odon 70% ..-.! 8S%ofllookVW.. 
(2}Soun:c:JC dmd4nall3. HMB6MsacbmonH6l•smsc:b. H6t h:Js~an:cci\'D.blcducJiomHJJ "ilidwilp;lrti;:ipo.lein~g~Ul"'S«tii'Cd r'CCO\"CI)'and Oawdroq;hkJ HMB6. 
(3) A«JUod irlm:5tliom 6/JOI20111o 91.1/2011 (llingdol<} 
(4) S'"""': lhla RDon Low/Mil/High boscd on DTZ owroo.Js dOIO<I I 2/J 112012. 

~ 
7,504,00 

13400.00 
lO,!JIU.OO 
IS,GOO.OO 

25.178.60 

llf.7911.0U 
8J!I> 
JSr/. 

HAY. 
6.S92.ln 

ll.loS!WlJ 

II.RIR.~O 

S.710.01J 
7.J7li.UU 

6,S6tdl0 
$_1fl(I.IJU 

4.8H.I)u 
3.~!1fl00 

2.412.011 
2.412.00 
)_~(11.92 

1.367.?2 
U.l'i7.1J2 
13•7.92 
1 .. ;(,74)2 

I.Jf•7.~J2: 

19,281.10 
59165.110 

bmW 
IOI,OII.l6 

7~.-B-'.UO 

nm 

: I 
42,358,81 

31 IIJIS 
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Baltics 

• The Baltic properties are financed under a single loan from SEB Bank and SEB is the 
primary tenant, resulting from a sale/leaseback of their portfolio 

• The Baltic properties do have residual equity value and will form part of the Newco 
portfolio, and therefore their residual value flows to the unsecured pool 

&w:!! 
~ En!fv l!t.Y 
Tominocl, Tllililn,Es!Orrio Homln•xllaltic (ES) An 1m.....,... UU 44,990.:10 47,637.00 ~2.930.00 

unram.. ~~;g., La~;. flomburx B&llic (L Vl Jo,.,1mCn1s W 23,235.60 24,602.40 27,336.00 
Ulis\-cs n, vm;u, l.ill1=ll KUB 11omt!mJ! LT Bol!jot lmmqos I 4.S56.00 4,824.00 5,360.00 
M ...... 19, K..,_, Li!1wnia KUB 11omt!mJ! LT Bdjos Jm .. li:jos I 3,530.90 3,731.60 4,154.00 
Toltu"""- 13, Tllliv\, Es10.U. llomlnq B&llic (ES) lm<11n1<'11$ UO 3,411,00 3,618.00 4,020.00 
Loisu:s 12, KlN>oa.o, Lillwnll KUB""""""' LT B~slm1lSii:j!ls 2 7,1l9.10 8,321.40 9,246.00 
GalmJ> 10, Viltld, l..ilbo>mia KUBllombulgLT&l9os lm1lSii:jo< I 9,112.00 9,648.00 10,720.00 
Tiha U7, Sindii~ Lillmoru. KUBHomboogLTBolljos lm..li:josl 3,172.60 4,100.40 4,.156.00 
l~•911,V ...... I.lltu:uHo KUB """"""x LT Ballios lm..li:jo< I 7,973.00 8,441..00 9,380.00 
Gcd ..... 12, ViiWs, l.iJIIIwUo KUB Hombwg LT &lljoslm.,li:jos 2 8,770.30 9,216.20 10,318.00 
Mami,ToR>I\,EsiO!Ii> HomlnaJ B&llic (ES) '""''""""' uu 774.52 RlO.OI 911.20 
\Jkaltlp 20, Pnnc\~ .. UhW1lli:l KUB HomburgLTB~s lm<Sii:jos 2 3,417.00 3,611.00 4,020.00 

IWIIIIi.W.,P"""'-Enonia 11""""-1 Baltic (ES) AST lmoslmeftls UU 3,075.30 3,256.20 3,618.00 
B.macu icla 4.1;,U:p•P. Lal\u llombots B&llic (LV) lm"Ct!lllC1lls uu 1,480.70 1,567.80 1,742.00 
om~o icb 1, Gulbcnc, l.ol\u f{omlnqllolli: (LV)'"'""""""' UU 683.40 723.60 804.00 
Jogoilu 9 .. YaWs, l.i!lnwm KUB Hombwg LTB:ol.jo< lmosli:jo< 2 3,30J.10 3,497.40 3,186.00 
Ail s. Voto, Estonil IJombmgB&IIic (ES) A!frlm-UU 1,0!2.05 1,145.70 1,273.00 
Kes.b:i:J 31. K:nm:rs, Lihu:mD KUB Homb"''l LT Bolliool0losli:jos2 1,366.80 1,447.20 1,6011.00 
V .... II, Pllilc, Esloni1 Homblq B&llic (ES) An 1m...-UU 820.011 868.32 964.80 
RC>s a: 9, S:ollus,l.ol\u l!omburgB&IIic(LV)Im'CS1melis UU 683.40 723.60 804.00 
Zinmmu 70, Vi!Ws, LillDw1ll KUBJimOOurxLTBollic< lmoslcjos 2 56UO 603.00 670.00 
Voksoli2, v.j:mdl Estooa llomboq &IIi: (ES)AST lm"CSim<ms UU 9-1.!.37 1,000,9& 1,112.20 
ll=ma-ri:iaus 51, Kod&ni.l\ l.iJIIIwUo KUB 11oo!buJs LT Bolio< lm..li:jos 2 1,366.80 1,447.20 1,608.00 
Barboo3,M~a<l.ilnl3nil KUB llombmgLTB:ol.jos lm-.sli:josl 569.:10 603.00 670.00 
T.aDI::I.ad.l8, NIII'\U, &t.onil -..aBm:(ES)A!fr-UU 1,321.24 1,3911.96 I,S.!4.40 
l'lll<o,~111S.Lillw:.nb KUB llo~LT Baltjos lm-esli:jos 2 1,070.66 1,133.64 1,259.60 
sm-m..i:b 14, Oobcl:, tanu HomlnqB&IIic(LV)I=-UU 797.30 144.20 938.00 
V)10010 II, M,r;j""pob, Liln<mil KUB llombmg LT &hj!l• lm..li:jo< 2 714.52 120.01 911.20 
r.._ u. Kll\><do, Uhnania KUB Hombur& LT BMjos lmali:jo< I 1,195.95 1,266.30 1,407.00 
Ro~uscs8,Bmi,l.lln!.Wo KUBIIombiii\ILTBolliosb.u:sti:jos2 273.36 289.44 321.60 
Tdiv.:. =t. J2, Rapb. Estonia IJocnbarxB&IIic (ES) AST 1"'""""""' UU 5!0.89 615.06 683.40 
P......mi:b 11, .lcbbpils,~.onu HombqB&IIic(LV)Im-UU 797.30 144.20 938.00 
Ral.'\uc 3o, Join~ Enonia flombq B&llic (ES) AST lm-cstm<nll UU 774.52 120.08 911.20 
Dznm11 icb $, KuH~ t.an.a llolnb\qB:ol.l: (LV) lm....,.,... UU 478.38 506..52 .!62.80 
Tolsui:b 3, Pn:ib, Lo!\io flombarzllolli: (LV) lm'C$10 .... w 318.92 337.68 375.20 
Kullp i>bJ, Vcnhpik, Lmu Kmnboqllolli:(LV)ln\-UU 569.:10 603.00 670.00 
RC2s cb I, Silulla.lal\io llom!lqB&IIic(LV)Im..-uu 391.6.! 422.10 469.00 
Bartci:l.-u icb R, Lmba~ Lal\'i::! IJomb"'!!B&IIic(LV)Im'CSUIICIIISW 214.7.! 301.l0 33.!.00 
Ull:niJ IS,I!krD, Uhuanil !CUB llombul& LT &lljo< lm-.:stcjos 2 535.33 .!66.!2 629.80 
Rig;ui:la2S,Va~<a,I..hu Komb\qB&IIic(t.V)Im'CSUToC14> UU 136.68 144.72 160.80 
Lacpl:sa icb 2, Amu.okl:,l.ol\-a llod>lq- (LV) Jm-uu 250 . .!1 265.32 294.80 
Bcr>pis icb 6, &~ lahi1 H...m.q &IIi: (LV) lm-.stniCJi1 UU 227.80 241.20 261.00 
so~~o.m. 29, vm;, l.iltwnio KUB llomboq LT B.rtijos r....,sli:jo< 2 273.36 289.44 321.60 
S""'-ieb 2, Kruln., Lln•i:l llomlnrg &IIi: (LV) lm-es- uu 250..58 26.!.32 294.80 
Ail I, logo\-., Estonia llomlnrgi!W: (ES) An'"'""""""" uu 227.80 241.20 268.00 
r._l9, Kbi><da, Lihuanil KUB J1m00urx LT lld9os 10\-csli:ios I 512..55 .!42.70 603.00 
T-17. Kiq>cda, UhW1lli:l KUB lfom1nq LT Bahjos lm-..!i:fios I .!12.55 S42.70 603.00 
Jooid;is.Lithoam> KUB llombuos LT &l!io• lm<Sii:jos 2 91.12 %.48 107.20 
VcJ.iocia 9, Yamm, Uhu:rit KUB 11om1>urJ LT Bilhios lm..li:jo< 2 1,241..51 1,314.54 1,460.60 
o .... 13, ~ LillDw1ll KUB Jlombm& LT Ballios lm'CSii:jos 2 1,537.6.! £,621.10 1,809.00 
Koh'llljo98, v;w..,L"""""' KUB~LTB>hjoslm<Siicjos2 284.75 301..50 33.!.00 
Kesl.'-.1$ 7, Kardb, Eslonio llmzdnq B&llic (ES) AST lm"<Stmeii!S UU 113.90 120.60 134.00 
Licbilb I 1. Kmdna. Lmil H Balli: Jn\'CS1metitiUU 68.34 72.36 80.40 
ToloiCAD IS3.3SI.96 16],375.84 JIUI,417.60 
TotaiEUR ll4UI,OO 121176.00 13-1,640.00 

S£8 Bnltir Stnte Ptfnrtgngr Dd)l (I) ~ 
Firs< U:n Mc"-llcbl CAo'21 134,000.00 134,000.00 134,1HJO,OO 

F'm U:n Morti<'&D Deb< EUR121 c::!1iJ 100,000.00 100,000.00 JIJU,OOB.OU 
~cm·~ry% /0096 /00'1' 101m 

5,EB &Ilk Sture Fair Yi!luc Adi!:!stmcntUJ 

F.o-V•I><Ad~tmont CArJ'> 

c::!1iJ 
10,687.84 10,617.84 10,687.84 

Foi-Vob:Adju<tment EURU> 7,976.00 1,976,00 7.97ti.OU 

8,667.11 17,688.00 35,729.76 
6.468.00 13,200.00 26,664.00 

(I) Book T.Wc based onhdimnotmo Crn.br doled Aprill8, 2013. 

(2)Mmtgagedt:blbascd onbook,<lUcEURIIBam bn11l'lccDI QJn2, bssEUR"mmp~mml to SEB m:f3rmn~n. Nni.ClhtLihis docs n01 m:od "AilhNII:\'-co's pro-t"mn:lb~sbctt,. \\'hi:hmc:.uurcs lhc 
c!<blotlhir,.U,. 
(3) RcllxiJ ...... doposul ofi!W: ...... 10 n:ll:ct 'ln>c" (air·~""'-
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u.s. 
• The U.S. portfolio is currently listed for sale for a total of$18MM. None of the properties are 

collateral for any of Homburg's bonds 

• It has positive overall equity value; however, it will not form a part ofNewco, which will be 
entirely focused on Europe 

• Net proceeds from the sale of these assets will secure the Non-Core Property Notes, and 
eventually fund distributions to unsecured creditors from their realization 

"\onh \rhlltl '""' '" iH\r \luJI 1\t llq,;h4 ,,, 

I'\ '" ·..._ (, th-... 

~ 

~ .E!i!!: NAY 
669 Aipon F=woy, Hurst, Tc,..., USA lloni>urg lloifq:s (US) In< 1,411.Gll 2,16Z.S2 2,833.33 
555 Eost pilo:s Peak A>~, Cooo.do S~ooo.!o, USA llonfn:B ~~~(US) In: 1,45'-41 2,183.12 2,910.82 
559 Eost pic<S Peak A>~ Cooo.!o Sprilgs!;obr.ldo, USA lloni>urg Kolli!¥ (US) Inc 1,132.53 1,69&.79 2,165.03 
l57Eoslpl<esPc.>kA\'CWt!,CobtmloSpmp(:obr.ldo, USA llonfn:Bilolliogs(IJS)Ioc 1,006.73 1,510.09 2,013A6 
3740 Colony Ori\-c, SonArloni>, Tc'W, USA lloni>urgllollinp (US) Inc 839.43 1,259.15 1,678.1!6 
10800 ..-.! 10829lhlpoinl !:me, SanAnkmio].,.,., USA lloni>urg llollinp (US) Inc 824.31 1,236.46 1,643.61 
4711..-d4131Cotwn&ltm~. SanAo!oni>Tc'W, USA Honburg llollilgs (US) In: 492.14 738.21 984.18 
15li0Lc~l!oul.>\-..d.Suptu-d. r._ USA Honi>m-tJiloi<Dq:s(US) Inc 581.13 871.69 1,162.15 
8400 Blmoo Rnal, Sco.Anlonio, TClCI!, USA Honi>urgllolli1gs(US)Inc 536.93 805.39 1,013.86 
3535 V... TC)Iilgcn Ori\-c, Cooo.!o S~obnldo, USA Honi>m-tJ lloi!O>gs (US) Inc 409.00 613.51 818.01 
4S7.S HiloD PDri."'\\m·. Cobr.xlo S Cob-ado. USA !loll' S Inc 280.72 421.08 561.44 
TollllO\D 9,000.00 13,500.00 1!1,000.00 
TolllliJSD 9,026.18 13 9.26 18,052.3S 

ll.'l~lnrt~ll•!! ~ 
f""tzn~Dcbt CAD 

~ 
4,867.00 4,867.00 4,867.00 

FirstlZn Mont;:IJJo Debt USD 4,881.16 4,811.16 4,831.16 
k~ry" IOUX. 100% /00% 

4,133.00 8,633.00 13,133.00 
4.145.02 8 651.11 13.17120 

4,133.00 8,633..00 13,133.00 
4.1-45.01 8658.11 JJ,l1l.l0 
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Canada 

• The Canadian portfolio comprises development properties in Alberta, and condominiums in 
Alberta, PEl and Nova Scotia. It has positive overall equity value; however, it will not form a 
part ofNewco, which will be entirely focused on Europe 

• As noted earlier, HMB4 holds a direct claim on Homburg Springs West, while Kai 
Mortensen Towers are coJlateral for HMB7, and therefore their net proceeds are applied 
directly to repayment of those series 

• The difference between the residual value ofthose properties and the HMB claim value is the 
undersecured portion, or deficiency claim 

!....l!!..!!!.. I"\\ ( .1•• '11,1 ( l•o lhl!!l ( ,,,~ sU\ t 
~ ~~· ·~·. )11>1 

Mort~:•~ Bom1JIMIU{o!!!Jeml'0 

J1.l!£!! 
~ E!!!i!l: NAV 

s . AB Hom::oS2 LP 6.650.00 9.975.00 I:\.30U.tiU 
6,650,00 9,975,00 IJ,JIH~OO 

B:tor1:a;~ bnnd PaTe:~ ~;pol 

~ Boa!IIMIW CAD (EUR lO.Oimm)"' I 1.36261 27,265.63 27,265.63 27,l6S.63 

Aecrucd 1.-.o HMB4 CAD 1' 1 397.71 397.78 l97.7ll 
Total CAD 27,663.41 27,663.41 27,663.41 
Rlcovezy Y. U!(. 16% 48'~ 

IR...,.;.;.s Rcs;.w.l Vaboc HMB4 CAD - I 

IVodcneaomlllliiB4Boo4PortionCAD ZI,!!IJ.41 17,6811.41 14.363.41 I 
MO!l!lWBn!'<! HMB5Co0olot;o1"' 
Homb!!!J! G:lt"''''"lo Nonh. Colr..vv. AB Homco53LP 

IToloiCAil 

M ortr;~ Band P:~:tahk! ~ 
Rcsii\CllM- Bold HMBS CAD (£llR 20.01nm) 121 24,597.56 24,.197.56 H,S97.S6 
&cowry% 0% 0% 0'~ 

IRelnlilllo2 R.,idaaiValue HMB5 CAD - I 

lundenocaredHMBSBoadPell!onCAD 2-1,597.56 24~97.56 24~7.561 

M Dr1E;D~ Bnnd JIM 07 CaUa~rnl (IJ 

6.2£!! 
fl!li!S!!l: ~ NAV 
TBD Hom:o62LP 

ollliCAD 

IRcm:dniag Rc-sWu.11l Vdrt: CAD - I 

KlliMonenscnTo\\-m. ·AB Romeo 81 LP 18.905.00 28.357.50 37 .• 1A.Otl 
Total CAD 18,905.00 28,357.50 37.810.00 

II~D:!:S! AR LP U:il!~ ~lrattioa FiDJ~ntfm: ~ 
ComlnEiiln Fa-;.gCArf'1 5,00D.OD ,,000.00 5.UtJO.tt0 
R<covoy% /orJ!{, /OW. 104'16 

I Relminim:! Rocsidu.:al \'.tuc CAD 13.905.00 23.351.50 32,a1o.oo 1 

Homco 18 LP Tn><lo P'l)-.bl:s lind Oil>« CrodioR 

IRcmalniog Residual Value CAD 13.903.00 23.357.50 l2.s1o.oo 1 

IResidul Value to HM87 CAP ll.llOSJJO 23,JS7.50 3~1o.oo 1 

!!nrtKm B2nd ~,·.nblr ~;pol 

Mor~&as< Bn!'<! HMB7 CAD (EUR 3123mm) 11
' I 1.36261 42,554.00 42,.154.00 42,554.00 

Awucd ln"'""tHMB7 CAD1
'' 600.13 600.13 ~OO.D 

TolOICAD 43,1!4.13 43,134.13 43,154.13 
Rf!C01'f!l)'" Jm S~% 76% 

IR..,.;m!!& Resk!llal V•lue HMB7 CAIJ - I 
lu..a....,co .. dHM87 BODd Portico CAD l'.!:!'-~' 19,19&.n IO.:U..UI 
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Canada ( cont'd) 

• The remaining Canadian properties are not collateral for any of Homburg's bond series and 
therefore any residual value from the net proceeds of their sale will flow to the unsecured pool 

• Henderson Farms has no equity value and is being relinquished to its lender, HSBC 
!....!.!!.!!!.! I"" ( '"' \1,,1 ( t~\ !IJt.:h ( ,,~ tit\ 1 
~ ~11, ~~, ]Ill 

IRcmalu!m! Ruld .. l Value CAD 

ChotdiiTradc P3)obb1 
Cllun:hiiOI!aCmllon 
·y~-~T~de"UdOikru~·;;c.rea·c.eliitDr1 
Recow:ry% 

Hcudcrsoof.,..._AB 
TotsJCAD 
HPnD 1:21 LP HSBC Ccuntrurdon Finnnring 

IRe!!!!inkrx Ruidaol Vnlue CAD 

200 Dr_ Fon Mc:Mtlml\'. AB 
Total CAP 
Hpmsp Ill LP Mortgns;e [ttanripg 
MaJt&a&e fiuac:~CAIJ1J 
II«Dvrry" 

ToblCAD 

Jlnrl'lfO 105 LP JISBC Co•~t11Ktlou Finane inc 

Co-.-F...a.gcAIJ'1 

Recawry% 

)Rem1iaing ReJidaal V.11~ CAD 

Poinlsll0<1b.C ·.AD 
To< .. CAD 

Hnmsg 2!5 LP & HCU. HSBC Coru:tructiDB Fin:andng 

C,.,....F.,...mgCArl 11 

·AB-40uni:Jtol:l! 

Cn>ldi>T<mm(Cor<I0>1SUA&,Ui-121hArSW,C~·.AB·I041111i1311JtJI 
ffombm]:SpJi-G~Wcst,NW 1-'1 Seeti>n 10, Tom..b~ 26, R..go I, CoCru3•AB 
135· Jl7PomWSmc:t.Cb::lrbttrlo""'D.PEI 

tiolaiCAD 

IRe""'ln!og Rtsldul Valoc CAD 

ITolal Rmlalaiog Resldool Val110 CAD 

(I) Souo:e:Scd47, Monion CJOdilor Lilllllld 2rd & 101hlqiOIIMolli1or's R.epon 
(2) S'"""": CCAA lii\p. M-Borm ako ha•e • «>IJ'O"Ie [liW'3'\ICe from HII. 
(3) A=ued 1n!eru1 6130/lOIIIO 3/JI/2013. 

Homco 1211.P 

Homoo 122 LP 

!!omeo lOS LP 

Hom:o961.P 

2.476.00 
2,476.110 

2,476.00 

118.90 
439.21 

· ·s-s&:il ·· 
/00% 

1.?17.89 

6,575.00 
1m 

3.119.84 
3,289.84 

6,340.00 
SZ% 

4,037.50 
4,03750 

4,771.00 
BS'X 

15.200.00 
15 200.1Hl 

1,250.00 

7,950.00 

693.75 
6,412.50 
3,006.25 

JD,IIZ.SO 

10.112.30 

19,980.39 

3.714.00 
3,71UO 

3.714.00 

~ 
4,952.00 
4,952.00 

4.952.oo I 

118.90 118.90 

!~.£1... 439.21 sss.n --- -- ·--s~ii. 

IOIJ% JOO'U 

3.155.89 

6,575.00 
0% 

4.934.n 
4.?34.n 

6.340.00 
789(, 

6.056.15 
6,0!<G.25 

4,7n.oo 
100% 

l,lfi-1.25 

22.800.00 
22.800.08 

7,250.00 

ls.o;sn.oo 

1,040.63 
9,61!.75 
U09.38 

15,168.75 

15.161.75 

35.158.89 

4,m.s9l 

- I 
6..17!1.69 

6.:40.00 
/00% 

239.691 

8,075.00 
8,075,00 

-1.171.UO 
/IJO'}(, 

3.3oJ.oo I 

30,400.00 
30..100,00 

7.2.'10.00 

Z3,15G,OD I 

1,311.50 

12,825.00 
6.012.50 

20,225.00 

20.l2S.OO I 
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8. Capital Structure Summary 

• Terms of the Company's key debt securities are mortgages are summarized below 

Series HI\1B4 HMB5 HMB6 HMB7 

Type Private Mort~age Notes 

Issuer Homburg Sh11reco Inc. 

Guarantor Homburg Invest Inc. 

Amount € 20,010,000 € 20,010,000 € 31 ,230,000 € 31 ,230,000 

Coupon 7.50% 7.5Wic. 7.50% 7.25% 

Maturity Date 30-Nov-11 31-Dec-11 3Q-Jun-12 30-Jun-12 
Security released at 

1st Lien on assets of bondholder vote in return 1st Lien: Homco 61 I st Lien on assets of 
Homco 52 (Homburg for €2.25MM guarantee Units of: Homco 71, 72, Homco 88 (Kai 

Rank I Security Springs West) payment from Homburg 73,74, 76,84,85,120 Mortensen Towers) 

Series HB8 I-JB9 HB 10 liB I I 

Type 

Issuer 

Guarantor 

Amount 

Coupon 

Maturity Date 

Rank I Security 

€ 50,010,000 

7.00% 

31-May-13 

Private Unsecured Notes 

Homburg Invest Inc. 

n/a 

€ 60,000,000 € 100,005,000 

7.00% 7.25% 

31-0ct-13 28-Feb-14 

Senior Unsecured 

€ 100,005,000 

7.25% 

31-Jan-15 
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Mortgages 

Prope11)· Homco 69 Homco 70 Homco 8() Homco 87 

Valbonne Real 
Borrower Estate 2 BV Coet BV 
-~--~-··-·-·-·-· -·-······-- ................ -·---·-----~--~·· .. ~···-· -~- -~- ... ···-·······~---- -~---·¥·-· -~-~ 

Lender NIBC Bank NV HSHNordbank 
Rank 
Remaining Amcnmt 
Interest Rate 
Maturity Date 
Annual Amortization 

Additional Notes 

First Lien 
€ 25,950,000 

5.22% 
1-JWl- 14 

€ 1,100,000 

n/a 

First Lien ........ -----

€ 24,100,000 
EURIBOR+4% 

28-0ct-15 
€ 282,000 

Not yet finalized. 
Terms reflect what is 

likely to be agreed 
upon 

Romeo Realty Fund Homc:o Realty Fl.Uld (87) 

... {~~t~Y .............. _ ... ····- .. J~Y .. _ 
. ... . ... ~()S_ (no_~ ~Joy~~) .. 

First Lien First Lien 
€9,251,877 €4,988,123 

EURIBOR + 1.25% 
22-Jun-16 
€ 207,192 

EURIBOR +I .25% 
22-Jllil-16 
€ 112,104 

Cross-Demuh with each other 

Pro rty HomcollO HomcollO HomcollO 
MoTa Objekt MoTo Objekt Valbonne Real Estate 

Borrower Campeon Campeon 5BV 
Bayerische 

Lender Landes bank Imtech Jet Financial Falcon Bank 
Rank I Collateral First Lien Second Lien Share Pledae 
Remaining Amount € 24,534,404 € 3,652,416 € 25,30.9,037 
Interest Rate 4.90% 8.44% LIBOR+8% 
Maturity Date 16-0ct-20 31-Dec-15 1-Mar-18 
Annual Amorti2ation €4,861,920 € 1,361,952 € 5,000,000 

Not yet finalized. 
Terms re~t what is 

likely to be agreed 
Additional Notes n/a nla upon 
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9. Operating and Credit Statistics 
< )1.:'r:111n2 '-untrn.u" ((' I l1011' tnd-.1 I I \I J \l<~nlh\ l:llrtintt 

\ 1•tl~ _q.(J...·.:!l'J \il'kr-1(1 '10...·~11 .lllSq .. l! )l·Ut"c-11 ,\J.\L1rl~ J01uu1:! JOO..q}"l~ 

RcvenR ADd Sal; ofiWpr:rtiu Developed fw Reale 
IO!JmtiDgE.penses ondCostofSoles 
Gross Intmw: from Opet1tim1 
OcnCIO! and Administrative 
IE>D<~~m Rellllioo to CCAA Filin•• 
lillliDA 
(inllairmcnl)ofPtopenies Under De\·eJoprn:nt 
Otangc iD FVoCJR\·estmcnt Propenies 
Chango in FVofPropcrtico lkld for Sale 
Oumgc m FV of Properties Under Dc\-clopm:.nt 
Cl1ange in FVofTmding F~nci:JlAssets 
Chanoe in FVoflloril'llh·os 
l:llrr 
(otc:rt:SI~C 
Net Incom: (Lou) 
Cap~a1 &peodilun:s 

C..h from()pm>tions 
Cash &-om hn·csting 
C.sh fiom f'manc:ine 

$285,8S3 
SI!X1.3W 

$95,533 
Sl4.238 

$8l,l'5 
(S27,779) 

(!JI2.227J 

1.~~.707) 

(SI.I~lJ 

IS7 • .W>I 
($316,091) 

Sl24.614 
($.14Y.]f;2) 

(~1.9:11) 

S.<1.(olll 
(5;3.0161 
SII.S.W 

$101,068 
514.820 

$86,148 
(~7.HII) 

(s.ID.2211 
S'J,IO\I 

(~16.777) 

S>!8 
W.77l 

$19,959 
SllV.64tl 
(SXll.054) 
tSl.MI 

($1(•51&) 
$66,680 
!Y>'J.II~l 

SIJIO,W".C. 
SJ7.~ 

5101,008 
S2~.72X 

S1~1S1 

$64,129 
1$2.~55) 

ISI%,39Jj 
($1,.1161 
!S5!<.9.17) 
SJL4'JO 
1Sl.19')J 

($181,599) 
SIOJA3Co 

t.S'JfiUUr.l 
($2,$1\lj 

(5?,~) 

~.m 

(St!,812l 

SI36,3SO ! 
$41.J9S I 

$94,!155 ! 
$20,643 i 
$3S002 I 

$39,310 i 
($Z,68l) I 

($317,1!13) !, 
(SIS,17S) 
(SS0,8l8) i 
$18,782 i 
(SlU48) i 

j 
I 
; 
i 
! 

(5336,714) 
($l8,34~) 

($3~.R69) 

(52,062) 
j 

($23,1.ro) ! 
$49,769 ! 

($S4.0l31 ! 

m.m 
S'J.033 

$14,474 
SII.9M 

$10.733 
$3,757 
ISl,-1~51 

(SI9J.Gf,l) 
($1$.11(•) 
($1').1<161 
SIVM 
tSI.5l'Jl 

($240,136) 
Slfd62 

IS2-I!J,JRIJ) 
(SJn) 

IS27.:120) 
$9.774 
$1!.~!111 

SJ.l,M 
Slo.94G 

$14,848 
~>.<.m 
$R.l38 

$12,613 
(SG(,U) 

($.<.920; 
($~91 

$6.522 
S?J 

cS>!U7l 
511.676 
(515.X2~) 

t.SIIJ67J 
(S271i) 

($-163) 
$15.-llti 

ISI6.f.otfl 

$36,632 
SI2.1S2 

$14,480 
$3,41!11 
S6.97~ 

$14,026 
1'124 

($10V341 

t57 • .U"(fl 
($.111 

(~.7111 

($99,096) 
($13.7!») 

(Sl03.27(,) 
tSl073) 

15-179) 
Sl(,m 
(Q2.~2{,) 

$11,153 
$3,1112 
$'J.OS1 

$8,914 
Sl~ 

($15,9~~~ 

ISS~ I 
($3.11 

(S2.o.<r 
1$9.168) 
($I·I.HI<5) 
($21.3~~) 

($3011} 

$S.312 
$!<)13 

1$(U03l 

Ualnnct>"ihc:otr~('S n,ousnnds) I.TM ---------------------
Nutcs 31-fk:c-09 Jt.Dcc-JO J(.{kc-11 JO-Stp-12 JI-Dcc-11 31-\tar-12 JO·Iun-l Z JO-Scr~·[2 

&mi. 
~ 
bwcstnal Properties $2,7)9.41; $1.401.727 Sl.:ll-1.2'-JI $1,0l8,oll SI.22U91 $1..226591 $1.0',().479 S1.02l<.OII 
ln\'CS~l Properties UndCJ Ocvclopm;:nl S2-IS.I!'J6 S217.J(,:; SI.IJ.m< $141)60 $143.76!! S1-1~.7211 $1-11.310 Sl41.2f.O 
lm·estm:at.s,atFa.irMarl..1:l Vafur:: S27,1J.J2: Sl<,l<£>1 S2li.27M $7,193 S2l!.2711 $7.605 S7Y6 S7.J9.> 
ln\'Csa.m:ntiD. .;n Associ:llc, Equit)' $191.7Ul 
Reslriclcd Cash SB.I59 $1.nt<X Si!.SI-1 $1111,466 Sl!51-l Sl-13.719 $126.22-1 $11&,-1(,6 
D:fcm:d Ta.'tAssel$ $2'•.715 SK,.11G S'l:'U $'950 \375 s::~ 

Cll.caD1 
Cash :md Cash EquiHk:nts \:ll.!'f'l'} Sl3.617 S21L<23 $19,369 S2ll,5l.O SIM76 SII.S22 $19.369 
lnn:stm:nl, at Fair Market Vatuc (Cumnl) St20,212 $120.:!21 
Ptopcrtics under Oo\·clo~nl ror Res :ale Sl.l.%7 $;6,932 SlG.-1!!7 $15,961 Slf·.-1~7 $22.R05 $16.91,; $1~.%1 

R.ccoivoblcs ond Olh<:r 1'1~.(,39 m .. o2r. SJIA71 $14,127 $31.472 $:"•0,(,(A'l ~~263!1 $1-1.127 
Anels Clusifltd as Held (or SaJa S12.'JS7 $144.2-17 Sl2.\.7-ll $135.854 $123.7.f2 Sll~.319 Sllfl2-17 sm.R~ 

ToWAsseb $3,1.92,149 $2,062,881 $1,728,247 51,480,1.41 S1,7l8,1.47 $1,714,678 $1.543.035 $1,480,141 

LiAiililitt 
Nptt<1nmnt 18bilitig 

L.cng TcnnOebt 51.017.440 ~1.43~.3411 :'>."'J:\.324 $392,069 SS~.J24 ~?.t4~l ~85·};]1 S.l1Jl.OCIJ 
Dcrilrativc r .. anciallnstrunrnt.s S24.n!S 521.&.17 
DcCcJrcd Tra:d..mbiliLics $.11.41-' S-lo.o;; Slll.~ $19,173 $21.(~2 $1..12-14 $1'.1,442 $1Y.I73 
OlbcrU.bilitios Sl2~;8 $10.:1-10 
Pm1fis-ions Sl7.124 SHI.2l<7 Sl!(" S3.1G6 S!<IW S711& ~70R S3.1G6 
Total NOrt·O:Irrent Uabilities Sl,IOl,9U $1,51.5,116' $618,345 5414.408 $618,345 $617,441 SS05.467 $414,408 

OrrmnU;biljtieJ 
Accounts l'z)•ab!c and Olhcrl.iabitities $195.1191 SI027HJ !'6l.2111 $3S,47S SE.l.llU .S.<6.97l Sl>.l211 ~.<.475 

IncomeT...a Payable SIJ..7fJ{) S.'1.24; 1'.'.491 $3,195 S.<.-191 $.".913 $5..'81 $~.1'J:O 

COD"shuc;tio.n F'm.lDcing 5'9-t.!nJ S-IU.2JI ~7A14 $7.4H $7.253 
CUnmt Ponion ofl.ongT01111Dcbt $62~.2114 $ltl<.IGI! $3(JL""3 54811,5~ S3?2.).1~ S:>l<7.~JII s.ll.1.;117 $110L~ 

Provisions Sl(,_%:\ Sl6,9l1 $3.62-1 S,;J,2.J S.'-'72 $2.607 
Dcri\'ath:c F'm:mcia.J Iru:trumenu SU..Il;() $32,284 S2fi.ft5ll $21.1)(13 S.'11.771 S32.2Kt 
U.bilitil:s Subjc<l lo Camproniso $7'M3l!3 SR07,474 $794.,'83 S807.9RO $1<118..<1>1 !&17.474 
Liabilitico Associo!<:d \lith Assm lk111 ro, Sa~ >13.3.1R S\11.9l<'> Sl!l.?l6 $122.37! $117.'1.!6 SRlS.\.1 Sl!.ll22 SP'.HI 
Total Cunmt t.;ahilitics $989,157 $445,336 !1,310,151 $1,481,3\J.I $1,380,151 $1,379,1.86 SI,C27.010 $1.481,304 

Tot.! Uablli~os $3,091,178 $1,961,105 $1,998,596 51,895,7U $1,998.596 Sl,996,7l8 $1,931,487 $1.8'5,712 
To<allldJI $l,736,7:1.3 $1,658,739 $1,789,464 $1,1180,048 $1,789,464 $1,797,721 $1,747,118 51,680,{148 
Shareholdo!r'sE<arity Sl00.071 $101,676 ($Z70.349l 15415,471) ($270.349) ($282,0501 ($389,452) {$415,471) 

Crt~tSI.nti:.tics(CSThous11rrds) LThl • 
Jl·Dcc..O') 3S-1lcc-10 31-DI!c-IJ JO-Stp-12 . .li·I>ec·ll 31·Mm·12 JO-.Jun-12 30-Scp-12 

Soles Goll'th NA (48.2%) (S%) NA NA 6.8% 2.3% (17.0%) 
GossMargin 33.4Y. t\8.3% 72.9% 69.6'/o 73.0% 69.4% GG.B% 69.5% 
S~/s.lcB 9.4% 25.7% 32.0% 23.0% 19.0'/o 29.8% 
EBITDA/Sak:s 28.4% SB.J% 4$.Bl'• 28.8% 11.2% 35.2% 3R.3% 29.3% 
E8!TDA /latcrest E'PCfiSC 0.7x 0.6< (1.~ O.l, (O.Il'lj (1.0:9 (0.6.~ 
(TolalDcbt ·Cash)/ EBIIDA 33.3• 27.6< 16.&< NA N,\ NA NA 
(Total Deb!· Cash)/ (EBITDA ·Cope>) NA NA 
Nctlo.nstm:nl in Wortin Ca ital $30.738 
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I 10~ Review of Historical Asset Values 

(C$ millions, unless otherwise indicated) Qan1~ sinee 
03 2011 012012 02 lOll CCAAFIIIn& 

I Germany- EUR 558.70 505.30 490.8S 
# ofln..,slment Properties 16 16 16 16 16 16 0 
Total Change in Value - EUR (0.19) (S280) (S8.90) (0.61) (14.45) (2.98) (70.84) 
% o Assets 0.0% -9.5% -10.4% -0.1% -1.9% -0.6% -12-5% 
Netherlands • EUR 321.25 242.96 242.96 249.19 216.15 187.07 

I # oflnvestment Properties 32 32 ll 32 32 32 0 
Total Change in Value- EUR (0.01) (78.29) (76.07) 6.23 (33.04) (29.08) (134.18) 
%of Assets 0.0% -Z·U% -13.8% 2.6% -13.3% -13.5% -39.0% 

Balrics- EUR 164.12 154.98 154.98 145.00 114.94 114.04 
# of Investment Properties S3 53 53 53 SJ 53 0 
Total Clw!ge in Value • EUR 1.00 (9.13) (1.15) (9.98) (30.07) (0.89) (50.07) 
% o Assets 0.6% -5.6% -1.4% -6 . .f% -20.7% -0.8% -32.1% 

Total EID'opean Assets- EUR 1,044.07 903.85 903.85 899.50 821.93 788.98 I 
# ofln~ent Properties 101 101 101 101 101 101 0 
Total Change in Value - EUR 0.80 (140.23) (137.12) (4.35) (77.56) (32.9S) (255.09) 
% o Asset< 0./% -/3 . .f% -13.1% -0.5% -8.6% • .f.O% -23.9% 
Total North America 30.90 30.50 30.50 30.00 30.70 29.70 I 

. # of Investment Properties 12 12 12 12 12 12 0 
Total Change in Value- CAD 9.60 (0.40) 8,70 (0.50) 0.70 (1.00) (1.20) 
%o(A<Sets .f5.1% -1.3% 39.9% -/.6% 1.3% -3.3% -5.2% 
Total# ofln..stment Properties 113 113 113 113 113 113 0 
Total Jn....,slm<nt Properties ·CAD 1,497.30 1,224.30 1,224.30 1,226,60 1,090.50 1.828.00 (469.30) I 
Investment Properties Uruler Development- CAD 197.58 143.77 143.77 148.72 141.31 141.26 (56.32) 
Properties under dc""lopment for resale 30.99 26,49 16.49 22.81 16.92 15.96 (IS. OJ) 
Total Assets- CAD 2,099.15 1,728.26 1,728.16 1,714.69 1,543.14 1,480.23 (618.9%) 
% Cban e in Tot.:al Assets -18% -16% ·1% -10% -14% ·29% I 
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11. Summary I Issues I Next Steps 
Summary 

• Catalyst believes the fundamental value of the Company's core assets, which are being 
transferred to Newco, have been overlooked due to its fragmented investor base, complex 
capital structure, and history of mismanagement 

• Catalyst had been tracking Homburg for 2 years, and used its unique understanding of the 
situation to insert itself into the process by purchasing notes privately and via a tender offer 

o The Monitor's recovery indications have confirmed Catalyst's thesis around value, as the 
cash-on-cash multiple for claims already owned by Catalyst is l.7x-4.2x based on these 
indications 

• Catalyst's involvement and activist strategy culminated in it being named Plan Sponsor, 
whereby it is offering an equity buy-out of existing bondholders valuing the Newco at 
€95,000,000 versus the Monitor's estimated book value of €160-165MM representing a 
potential immediate cash-an-cash return on 1. 7x 

• Potential for a 4x-5x cash-an-cash return based on peer multiples, with downside limited due 
to intrinsic value of one ofNewco's key assets 

Issues 

• The Trustee's enmity towards Catalyst may create an obstacle in getting holders of the 
Private Mortgage Notes and Private Unsecured Notes to sell their Newco equity to Catalyst. 
Catalyst has mitigated this risk through a pre-planned publicity strategy to separately market 
its cash-out option directly to bondholders 

• Catalyst may, at first, be a minority (albeit the controlling) shareholder ofNewco 

o Catalyst has added protections to its deal as Plan Sponsor (ensuring itself a board seat, an 
independent nominee, and setting up to backstop an equity deal via the inclusion of pre
emptive rights which are unlikely to be exercised by the other shareholders), but must be 
prepared to initially work with the Trustee, who will also be on the board 

• A large portion ofNewco's asset and equity value will be in a single asset (Campeon) 

o Catalyst believes the risk can be mitigated by properly capitalizing the Company and 
growing its asset base to minimize concentration risk 

Next Steps 

• Co-opting the Trustee in parallel with media strategy: Utilize its distribution channels to 
disseminate Catalyst's message to bondholders in a simple, friendly, informative manner 

• Work with Heidrick & Struggles to finalize and select board and management team members 

• Continue to craft Newco's initial strategy and business plan, with a view to stabilizing the 
Company's core assets and aggressive growth through opportunistic asset acquisitions 

• Build acquisition and growth targets and geographic areas through multiple sourcing 
channels 
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12. Appendix 

Newco Property Summary 

Germany 

Homco Realty Fund (69) LP 
• Philippstrasse 3, Bochum, Germany 

o Leased to Veba Immobilien AG, the property is located in Bochum-Altenbochum and is 
close to several highway connections including BAB 40 and 43. The complex offers easy 
access by both car and public transportation. The site contains approximately 5 acres. The 
building provides total leaseable space of 285,461 square feet and has 250 parking 
spaces. It is a well maintained office complex fitted out to a high standard 

Homco Realty Fund (70) LP 
• Elbestrasse 1-3, Marl, Germany 

o Located in the industrial section of Marl-West, the property is close to highway 
connections A43-A2 and contains land area of approximately 7.5 acres. The building 
providt';s 169,178 square feet leaseable. It is a well maintained property consisting of 
office and warehouse/distribution space, fitted out to good and functional standards 

• Binnerheide 26, Schwerte, Germany 
o The property is centrally located in an industrial area of Binnerheide Schwerte and is well 

connected to the German motorway system. The site contains approximately 10 acres. 
The building provides a leaseable area of 54,584 square feet and is a well maintained 
mixed use property consisting of office and storage space 

• Industriestrasse 19, Hassmersheim, Germany 
o The property is centrally located in an industrial area of Hassmersheim and is well 

connected to the German motorway system and to the river Neckar. The property 
contains approximately 18 acres. The building contains a total leaseable area of 304,567 
square feet and is a well maintained mixed use property consisting of office and storage 
space 

Homco Realty Fund (110) LP 
• AM Campeon 1-12, Neubiberg (Munich), Germany 

o Leased to Infineon Technologies AG, this property comprises six low~rise buildings 
containing nearly 1.5 million square feet. It is Homburg's (and Newco's) largest and 
most valuable asset 

The Netherlands 

Homco Realty Fund (70) LP 
• Wolfraamweg 2, Wolvega, Netherlands 

o Leased to Motip Dupli Group B.V., the property is centrally located in an industrial area 
of Wolvega and is well connected to the Dutch Highway system. The building provides 
gross leaseable area of 191,836 square feet consisting of warehouse and office space 

Homco Realty Fund (86) LP 
• Benthemstraat I 0, Rotterdam, Netherlands 
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o Leased to David Lloyd Fitness and used as a fitness center. 104,637 square foot building 
constructed in 1969 with 75,670 square feet leaseable. Renovations were carried out in 
1999 and 2002 

Homco Realty Fund (87) LP 
• Energieweg 9, Rotterdam, Netherlands 

o Leased to David Lloyd Fitness and used as a fitness center. 35,306 square foot building 
constructed in 2002-2003 

Lithuania 
KUB Homburg LT Baltijos Inveticijos 1 

• Laisves 75, Vilnius, Lithuania 
o Site consists of approximately I 07,639 square feet. There is a two storey warehouse 

building with office premises totalling approximately 69,215 square feet. The remaining 
area of the site is occupied by a car park 

• Jogailos 9/1, Vilnius, Lithuania 
o Site consists of approximately 10,118 square feet. The four storey office building is 

occupied by SEB Bank and comprises approximately 33,648 square feet. There is also a 
yard and a car park 

• Gedimino 1 0, Vilnius, Lithuania 
o Site consists of approximately 50,127 square feet. The three storey office building is 

currently leased to SEB Bank and consists of approximately 39,116 square feet 
• Maironio 19, Kaunas, Lithuania 

o Site consists of approximately 19,342 square feet. The four storey retail building is a 
modem shopping centre with approximately 54,706 square feet 

• Turgaus 15, Klaipeda, Lithuania 
o Site consists of approximately 11,528 square feet. The two storey office building with 

basement is occupied by SEB Bank with a total of approximately 9,957 square feet 
• Turgaus 19, Klaipeda, Lithuania 

o Site consists of approximately I 1 ,528 square feet. The three storey office building with 
basement and attic consists of approximately 2,838 square feet and is leased to SEB Bank 

• Turgaus 17, Klaipeda, Lithuania 
o Site consists of approximately 11,528 square feet. The three storey office building with 

basement and attic comprises approximately 2,430 square feet 

KUB Homburg LT Baltijos Inveticijos 2 
• Gedimino 12, Vilnius, Lithuania 

o Site consists of approximately 26,866 square feet. The five storey administrative building 
with basement aqd attic is mainly office space with approximately 32,389 total square 
feet and is occupied by SEB Bank 

• Vokieciu 9, Vilnius, Lithuania 
o The building was constructed in 1959 and renovated in 2000. The three storey residential 

building has commercial premises on the ground floor. Commercial premises consist of 
approximately 2,090 square feet 

• Laisves 82, Kaunas, Lithuania 
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o Site consists of approximately 41,850 square feet. The three storey modem office 
building with basement and attic houses mainly offices, with the main tenant being SEB 
Bank 

• Tilzes 157, Siauliai, Lithuania 
o Site consists of approximately 33,894 square feet. The three storey commercial building 

houses SEB Bank with the remaining areas leased to other tenants. There is also a car 
park for approximately 60 cars 

• . Ukmerges 20, Panevezys, Lithuania 
o Site consists of approximately 28,222 square feet. The four storey with basement 

commercial building houses SEB Bank with a total of 22,799 square feet. The property 
also has a car park 

• Burbos 3, Maziekiai, Lithuania 
o Site consists of approximately 33,465 square feet. The modern three storey commercial 

building is mainly leased to SEB Bank. There is also a car park on site 
• Basanaviciaus 51, Kedainiai, Lithuania 

o Site consists of approximately 15,521 square feet. The modern two storey commercial 
building houses mainly offices with a total of approximately 12,032 square feet 

• Vytauto 11, Marijampole, Lithuania 
o . Site consists of approximately 10,451 square feet. The two storey commercial building 

with basement and attic comprises approximate! y 1 0,281 square feet with the main tenant 
being SEB Bank. There is also a car park (garage) and transformer building on site 

• Pulko, Alytus, Lithuania 
o Site consists of approximately 13,928 square feet. The two storey bank building consists 

of approximately 1 I, 135 square feet with both office and retail premises. There is also a 
carpark 

• Rotuses 8, Birzai, Lithuania 
o Site consists of approximately 31,968 square feet. The two storey commercial building 

with basement and attic · is mainly occupied by SEB Bank and has a total of 
approximately 9,544 square feet 

• J ogailos 9a, Vilnius, Lithuania 
o Site consists of approximately 10,118 square feet. The modern four storey administrative 

building with basement houses mainly offices with approximately 17,642 square feet in 
total. Building is vacant 

• Zirmiinq 70,Vilnius, Lithuania 
o Site consists of approximately 298,041 square feet. The seven storey office building has a 

total of approximately 12,798 square feet and is occupied by SEB Bank 
• L Tl 07 Kalvarijq 98, Vilnius, Lithuania 

o The six storey residential building with commercial premises on the ground floor has 
approximately 1 ,6.32 square footage. SEB Bank is the main tenant 

• Saltoniskiq 29, Vilnius, Lithuania 
o Site consists of a four storey administrative building with commercial premises on the 

ground floor. Total square footage is approximately 4,015 square feet 
• Utenio 15, Uteria, Lithuania 

o Site consists of approximately 11,463 square feet. The two storey office building of 
approximately 5,651 square feet is mainly occupied by SEB Bank 

• Kttstucio 38, Kaunas, Lithuania 
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o Site consists of approximately 12,507 square feet. The six storey office building consists 
of both office and retail space with approximately 14,816 square feet. The property also 
includes a garage with approximately 258 square feet 

• Dal'Zq 13, Klaipeda, Lithuania 
o Site consists of approximately 8,664 square feet. The two storey office building with 

basement and attic comprises approximately 11,765 square feet, with the main tenant 
being SEB Bank 

• Joniskis, Lithuania 
o Site consists of approximately 3,003 square feet. The two storey commercial building 

with basement and attic comprises approximately 2,250 square feet and houses SEB 
Bank 

Estonia 

Homburg Baltic (ES) Investments UU 
• Tartu mnt. 13, Tallinn, Estonia 

o Site consists of approximately 25,693 square feet. The five storey office building consists 
of approximately 42,431 square feet 

• Maleva 1, Tallinn, Estonia 
o Site consists of approximately 97,294 square feet. The six storey building houses offices 

and retail on the first floor. The remaining floors contain apartments. Total square 
footage of the building is 26,953 

Homburg Baltic (ES) AST Investments UU 
• Riiiitli 40a, Pamu, Estonia 

o Site consists of approximately 24,617 square feet with a three storey bank/office building 
of approximately 22,714 square feet, leased to SEB Bank 

• Aia 5, Valga, Estonia 
o Site consists of approximately 31,333 square feet. The two storey bank office also has a 

spacious sales hall, with a total square footage of 16,031 
• Vainu 11, Paide, Estonia 

o Site consists of approximately 21,000 square feet. The two storey bank office totals 
approximately 12,895 square feet and includes a spacious sales hall 

• Vaksali 2, Viljandi, Estonia 
o Site consists of approximately 33,884 square feet. The two storey bank office totals 

approximately 12,099 square feet and includes a spacious sales hall 
• Tallinna mnt. 28, Narva, Estonia 

o Site consists of approximately 37,835 square feet. The two storey bank office with 
spacious sales hall totals approximately 11,603 square feet 

• Tallinna mnt.12, Rapla, Estonia 
o Site consists of approximately 12,486 square feet. The three storey office building has a 

total of approximately 9,447 square feet 
• Rakvere 3a, Johvi, Estonia 

o Site consists of approximately 9,192 square feet. The two storey bank office includes 
approximately 9,117 square feet 

• Aia 1, Jogeva, Estonia 
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o Site consists of approximately 4,833 square feet. The two storey bank building has 
approximately 3,601 square feet which includes a spacious sales hall. SEB Bank is the 
main tenant 

• Keskvaljak 7, Kardla, Estonia 
o Site consists of approximately 5,425 square feet. The one storey bank office also has a 

spacious sales hall, with a total of approximately 1,574 square feet 

AS Tornimagi 
• Tomimae 2, Tallinn, Estonia 

o Site consists of approximately 17,997 square feet. The 24 storey office building consists 
of approximately 172,825 square feet 

Latvia 

Homburg Baltic (LV) Investments UU 
• Unicentrs, Riga, Latvia 

o Site consists of approximately Ill ,472 square feet. The 11-storey administrative building 
with canteen building with originally constructed in 1982 with complete reconstruction 
completed in 2004. There is also a two storey car wash building on site constructed in 
1990 

• Baznicas iela 4/6, Liepaja, Latvia 
o Site consists of approximately 21,772 square feet. This four storey plus a basement bank 

and office building is situated in the central part of Liepaja city 
• Ozolu iela 1, Gulbene, Latvia 

o Site consists of approximately 18,446 square feet. This two-storey bank and office 
building is situated in the central part ofCesis town 

• Rigas iela 9, Saldus, Latvia 
o Site consists of approximately 12,875 square feet. This two-storey plus a basement bank 

and office building is situated in the center of Said us City 
• BrTvibas iela 14, Dobele, Latvia 

o Site consists of approximately 11,056 square feet. This two-storey plus a basement office 
building is currently being used as a bank and was originally constructed in 1980 

• Pormalu iela 11, Jekabpils, Latvia 
o Site consists of approximately 9,229 square feet This two storey (plus garage) office 

building was originally constructed in 1929 and reconstructed in 1998 
• Kuldigas iela 3, Ventspils, Latvia 

o Site consists of approximately 7,289 square feet. This two storey (plus garage) office 
building is currently being used as a bank and was originally constructed in 1908. 
Reconstruction of both the building and garage was completed in 2001 

• Rigas iela 1, Sigulda, Latvia 
o Site consists of approximately 7,174 square feet. This two-storey plus a basement office 

building is currently being used as a bank and was originally constructed in 1912. 
Renovations were completed in 2005 

• Dzimavu iela 5, Kuldiga, Latvia 
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o Site consists of approximately 7,638 square feet. This two-storey plus a basement office 
building is currently being used as a bank and was originally constructed in 1930. 
Renovations were completed in 2005 

• Talsu iela 3, Preili, Latvia 
o Site consists of approximately 7,584 square feet. This two-storey (plus a garage) office 

building is currently being used as a bank and was originally constructed in 1974. 
Renovations were completed in 2005 

• Burtnieku iela 8, Limbaii, Latvia 
o Site consists of approximately 6,314 square feet. This one storey (plus a garage) office 

building is currently being used as a bank and was originally constructed in 1962 
• Lacplesa iela 2, Aizkraukle, Latvia 

o Site consists of approximately 4,240 square feet. This one storey office building is 
currently being used as a bank and was originally constructed in 1963 with renovations 
implemented in 1997 

• Rigas iela 25, Valka, Latvia 
o Site consists of approximately 4,482 square feet. This office building is currently being 

used as a bank and was originally constructed in 1910 with structural renovations 
implemented in 1995 

• Berzpils iela 6, Balvi, Latvia 
o Site consists of approximately 4,049 square feet. This two-storey office building is 

currently being used as a bank and was originally constructed in 1967. Renovations have 
subsequently been completed in 1997 and 2004 

• Studentu iela 2, Kraslava, Latvia 
o Site consists of approximately 3,762 square feet. This two-storey plus a basement office 

building is currently being used as a bank and was originally constructed in early 1900. 
Major renovations were completed in 2004 

• Liela iela 11, Kandava, Latvia 
o Site consists of approximately 1,540 square feet. This one-storey office building is 

currently being used as a bank and was originally constructed in 1930 with major 
renovations completed in 2001 
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Catalyst Capital Group (For Internal Discussion Purposes Only) 
CONFIDENTIAL- INITIAL REVIEW 

NSI NV (TICKER: ENXTAM:NISTI) JULY 2013 

All figures in Euros unless otherwise noted. NSI NV referred to as ''NSI" or the "Company". 

1. Executive Summary 
• NSI NV (pka Nieuwe Steen Investments NV) is the third-largest mixed-use REIT in the 

Netherlands, focused primarily on commercial real estate investment 

• NSI's equity is currently trading at attractive entry multiples: 0.57x book value, I 0.9% 
revenue capitalization rate (normalized for 100% occupancy) and 12.4% cash flow yield 

o These multiples can be further improved through spin-outs of NSI's subportfolios -
please see the following page for a full creation multiple analysis 

• The Company owns a diversified portfolio of265 high-yielding commercial assets valued at 
over€2.0B 

o NSI is focused on office (56%), retail (28%) and industrial (16%) properties in the 
Netherlands (69%), Belgium (29%) and Switzerland (1 %) 

o Belgian properties are held through a 54.8% interest in Intervest Offices & Warehouses 
("Intervest"), a publicly traded Belgian REIT 

• On a consolidated basis, NSI has -€1.2B of debt comprising €911MM of multi-property 
loans, -€200MM of credit facilities and €75MM of retail bonds (issued by Intervest and 
trading at 102%) 

• NSI's current valuation is similar to that at which Catalyst invested in Homburg Invest Inc. 
("Homburg") and is creating Geneba Properties ("Geneba") 

o NSI is less levered than Geneba, at a 58% LTV vs. 68% LTV, but also has a much lower 
occupancy rate, at 81.3% vs. 95.8%, and a lower cash flow yield, at 12.4% vs. 18.1% 
Crc~lion Multi lc Com risun 
(in EUR milliorls lmle.-.s odum~'isc llolecl) Homburg I I NSI I NSI-Dutch NSI-Dultb 

Geneba 
I 

Consolidated I Pro~!!;rtles Offices 

Investment Property Value €613.1 €2,039.7 €1,4120 €775,1 

Market Capitalization €95.0 I €371.0 I €223.~2) €47.3<11 

Bo.ok Value ofConllllDn Equity €162.1 I €645.7 I €535.J<Il €294.1(1) 
" 

accupancy Rate 95.8% I· 81.3% .I 79.5% 71.3% 
Gross Renta11ncomc@ C:Um:nt Occupancy €56.7 I € 156.1 I €1~.9 €.60.4 
Gros~ RentallncolllC@ IOO"AOccupancy €59.1 €1920 £.138.2 €84.7 

Free Cash Flow@ Current Occupancy €17.2 I €46.1 I €28.2 €16.0111 

Free Cas_h Flow @ I 00"/o OccupanC)I €195 I €76,9 I €52.4 €35.t;\'J 

Price-to-Book 0.59x I 0.57x I 0.42x 0.16x ... . . . 

Revenue Cap Rate @Curren~ IJc<:upa(lcy 10.4% I &8% I IOJl"A. 11.4% 
Revenue Cap Rat~@ 100".4 9ccupancy 10.8% 10.9% 126% 16.0% 
Cas~ Flow yjeld @ Cune.nt. Occ;upancy 18.1% 12.4% I 126% 33.8% 
eashF!ow)'ield@ 100%_0c~upa!'C)' . 20.6% I 20.7"/o I 23.5% 75.3% 
!)ividen~ Yield nfa 7.4% 

I 
nfa nfa 

" 

LTV 68.0% I ..18-9.211 62.0% 62.0-A,(I) - -
(I) ca1aly<t estimate. 

(2) Implied by public valuation of Belgian assels. 

(3) Implied by potential breakup value. 
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,\SJ\\ 
Cr\.'!'.11.'1' \luh1 1!o..• \n,th ..,,, 

(lrl ElJR millions rmll!S$ otherwise nold) 

NSI <Consolidated! 

~.Shar.:.~E.~---··-··· ............ . 
. ~M~f'!P.i!!Ji.ze!!<:>l!. ........ -· .. . 
~.o.J!~I;Il_e_ofJ'!Sl_C::O~.'!~.~~·~• .. 
Total Investment Pro11erties 
i~i~~~~:~~.l_@:~~i:~'!P~~~>::<si~3.'A.). 
To.~al ~ss.~n_t@ .90'!1o Qccupsncy 
Totlll (ioss Rent.@ 100"/o Occupancy 
L:r_M F~ Cash. Fl<:>w.@ eurrc.nt Oc~upsncy 
L'J?-1 F~ Cash l'!o.\V@ 90% Occ~p<UICY 
LThf_l'~. Ca~~- FJ()":@ 1Q0% QcCUp!'ncy 

.NSIPiii Ratio 
Re.eaue CapRate@ CurrentOeeupsney 
Rc...;.aeCapRate@90% Oeeupsncy 
Rc"'~ueCapRall! @tOO% Occu~cy 
Cash flow Yield@ Current Occup~ncy 
Cash 11.;,.. Yl~ld@ 9o% thcupsncy 
Cashfl_owVield@100% Occupsney 

lntervest Offices & Warehouses ffieJaium Prgpertiesl 
!ntervest Madr.et Capitalization 
Bo<:>k Value oflntcrv~~t. eo;,.,n Shares 
Total l.ovcstment Properties 
Totai Q-oss R;,nt@ Cu.~nt .Occupancy (86%) 
Total (ioss R.cnt@ 90"/o Occupancy. 
Tota.!CJ.os• R.cnt@ 11)0%0ccupancy 
LThf Fret Cash Flow 
LTM Fre~ Olsh Fiow@ 90% Occupancy 
i.TI-1 fi= Qlsh flo,~@ 100% Occ.opancy 

IntencstP/BRatio 
Rewnue Cap Rate@ Current Oocupsncy 
~eCapRate@90% OccuJ!OiltY 
Re..,nue _Cap Rate @ 100% Oecupsney 
Cash Flow Yield 
O>shFiowVield@90% Occupmcy 
Cash Flow Yield@ 100% Otcupmcy 

NSI Dutch Portfolio 

NSI Ownership in lntcrvest 
V~lue ofNS1 l.otervesi Stake 
fuq.rie.i f.is1 riutch Marl.~t v~iuc 
Estinnted Actual NSI Dutch Book Value1'l 
NSI 1hb:i. lnv~stmmt Property vai~.· 
~ticdi).;tcb. h.'v~t~t Property Vai~c 
Ouicb Rent@ CurrreJ1t Occupan~y .(79.5%) 
Total ao'ss Reo!@ 90% Occupancy 
D.u"i! iie.\t@ iooo/o Oc~uj,a';;cy · 
fu.jti<d NSIDutch Pffl Ratio 
ImpliedRcwnue Cap Rate@ Current Oocuponcy 
lmplied"""'J1Ue CapRate@ ~0% Oceupmcy_ 
ImpliedRewnue CapRate@ 100% Occupancy 

NSf Dutch Office Por!fo1io 
Implied NSI Dutch M.arket Value 

Rl:!aiiM.a_rket "a]ue (Assume 0.75l(PlBll . 

ludustrial Madr.ct Value (As•umc 0.6l<P/B)C2
) 

:~=!~:~~ffir:t~~=.:·~:k·V~ru~(L) 
ln~!ie.d.DLJtch .Offi91; _lt)ve.sl'J>l.nt .!'r\'P•!:'Y V~l.u~. 
Dutch Qffit:e.~nt@ ~!I:Cnt.Occupan.CY (7_!.3%) 
Te>tal Goss R£.nt@ 90~ gcc~p~II•Y 
Du!~ 9fli~ R:ont @_J.O!J'lf.Occul'ancy. 

lmplledNSi &tch om.~ P/B R.itio 
lm~ed ~\enue Cap Rate@ Curren~ O_c<upmcy 
ImpliedRewnueGapRate@ !10'% 0CCUJII!!ICY 
~~d_Rcw.,uc Cap !late@ 10()~. Q.ccu~ey . 

14-dq 14-da.y 14-<lay Current 14-day 
Avg.Open Avg.Oosc VWAP Prioe High 

... €.5.2~ ...... --~J}_L . -~·~- .... ~:·· __ :_:_~€·~.~3-~7.~1,_-o . .':·:·····i,,:·_· .. --·~-~--;3~~-~~ .• ·q·_· 
. ..... §..~,!. .... ·--~;!6.!! __ ... ---H~~·-- - - -- - - --

- --~-~5_.?_ .. e..~S.·1.. ..!:.~~}.. i .. ~~:?.. .. ! ----~-~.:5,?.. .. 
€2,039.7 €2,6.3.9.,1. €2,039.7 . ; €~~3.9.7 ; go~?-? 
I@:T e.J~6,~ .. '(1j6.'i. ; eJ5~ .. ~ : . e 156,_1 
€_172.8 
€192.0 

€46.1 
€60.4 

.€76,9 .. 

0.56x 
8.9% 
9.8% 

10.9% 
12.8% 
16.7% 
21.3% 

€269.7 
€279.3 
€5813 
€45.4 
€47.4 
€527 
€18.0 
€19.7 
€24.2 

0.97x 
7.9% 
8.3% 
9.1% 
6~7% 

7.3% 
9.0% 

.54.8% 
€14.7,8 
€213.0 

€535.7 

€ 1.4.1.2.0 
€ 1,089.3 
€ 109.9 
€124.4 
€138.2 

0.40• 
1(1.1% 
11 .. 4·~ 
12.7% 

€21.3.0 

€154.8 

€2J.1 
€37.1 

€2.94.1 
€51~:1 

€.60 .. 4. 
€!6.2 

€1!4.,7 

0.13x 
11.7"!1> 
14.7% 
16,3o,l, 

€ 172.8 
€ 192.0 

€46.1 
€60.4 
€76,9 

O.S6x 
8,9% 
9.8% 
10.9% 
12.7% 
16.7% 
21.2% 

€ 269.7 
€279.3 
€581.3 
€45,4 
€47.4 
€52.7 
eui.o 
€19.7 
€24.2 

0.97x 
7.9% 
8.3% 
9.1% 
6.7% 
7.3% 
9.0% 

54.8% 
€ 147.8 
€214.4 

€535_.7 
€,1,412,0 
€ 1,090.6 
€109,9 

€,124.4 
€138.2 

0.40ll 
10.1% 
11_.4% 
12.7% 

€214.4 

€ 15<\.8 

€21.1 
€38.4 

€294.1 
€_519,5 

€60.4. 
€.76.2 
€_g.j.7 

0.13>< 
11.6% 
14.7% 
16.3% 

€!?2,~. 
€192.0 
_€46.1 
€60.4 
€76.9 
o.56~ 
8.!1% 
9.8% 
10.9% 
12._7~ 
16.6% 
:U.lYo 

€269.7 
€279.3 
€_581..3 
€45.4 
€47~4 
€52.7 
€ui.o 
€1_9.7 
€24.2 

0.97x 
7.9% 
8.3% 
9.1% 
6,7% 
7.3% 
9.0% 

54.8% 
€147.8 
€215.7 

€535.7 
€ 1,412,0 
€ 1,Q92.0 
€109.9_ 
€ 124.4 
€138.2 

0.40x 
10.1% 
11.4% 
12,7% 

€215.? 

€ 154.8 

€.21.1_ 
€39.j!, 

€294,1 

€_520._8, 
€6Q.4 
€76.2 
€g.j.7 

0,14x 
11..6% 
14.6% 
16.3% 

; € 172.8 : € 172.8 

l ~~~io. ~;:~ 
€60.4 €60.4 
€76.9 

O.S7x 

8.8% 
9.8% 

10.9% 
,12.4% 
16.3% 

20.7% .. 

€'269.7 
€279.3 
€581.3 
€45.4 
€47.4 
€527 
€ 18.0 
€19.7 
€24.2 

0,97x 
7~9~. 

8.3% 
9.1% 
6.7% 
7.3% 
9,0% 

54·8% 
€147,8 

€223.2 

€535.7 
€1,412,0 
€1,099.5 
€ 109.9 
€ 124.4 
€138.2 

0.42:1: 
10.0% 
11.3% 
12.6% 

€223.2 

€154.8 

€2l.l 
€47._3 

I! 
L. .. !!!:~.~ ...... 

€76,9 

0.60x 

8.8Y• 
9,7% 
10,8% 
12.0% 
15.7% 
20.0% 

€269.7 
€279.3 
€581.3 

€4~.4 
€47.4 
€52.7 
€18.0 
€19,7 
€24.2 

0.97x 
7.9% 
8.3% 
9.1% 
6a7% 
7.3% 
9,0% 

54.8% 
€_147.8 
€237.2 

€535.7 

€ I,>Jl2.0 
€ l,ll3.S 
€109.9 
€124,4 
€138.2 

0.44x 
9.9% 
n.l•t. 
11.4°/o 

€237.2 

€154.8 

€21.1 
€61.3 

€_294.1 
·€542_3 
~60.4_ 
€76.2 
€84.7 

O.llx 
11,1% 
14,0% 
15,6% 

(I) Estimated based on proportional allocation. Catalyst requires more inforrnotion on the actual structure ofNSI's debt. 
(2) Based on market comparab1cs. 

- ~.!i:.!?!l .... 
.. _H09.2 .. 

..~!!!~,?... . 
.€..~.~3.9.:? . 
~-!~J. 
€172..8. 
€.192.0 

€_~6.1 
_€60.4 
€76.9 

0.63x 
8,7% 
9.6% 

10.6% 
11.3% 
14.8% 
18.8% 

€269.7 
€279.3 
€581.3 

€ 45.4: 
€47.4 
€52.7 
€18.0 
€1_9.7 
€24.2 

0.97x 
7.9% 
8.3% 
9.1% 
6.7% 
7.3% 
9.0% 

54,8% 
€1_47.8 
€261.4 

€535.7 
€1,4120 
€ l,i37.7 
€ 109 .. 9 
€124.4 
€138.2 

0.49x 
9.7% 
1D.9% 
12_.1% 

€261.4 

€154.8 

€21.1 
€85.5 

€294.1 

€.566.5 
€6,0.4 
€_76.~ 

~~-1 

O.l9_x 
10.7% 
13.~% 

1~_.9% 
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• The tables below present illustrative returns based on Catalyst's entry price for the NSI shares 
and exit price/book ratio, revenue cap rate (at different occupancy levels) and cash flow yield 
< ,!!;h-on..( "'" 'lulli >I~ '" ( h.m~~ in Occu xmn Role) 

e 
~ ... a .. 
"' = .. 
> .. = -;:; 

1.:1 

7.75% 
8.00% 
8.25% 
8.50"/o 
8.80% 
9.00% 
9.25% 
9.50"/o 

0 

0 . 
0 . . 

7.75o/. 
8.00o/. 
8.2SOA 
8.SO"A. 
8.80% 
9.000A 
9.25o/. 
9.SOo/. 

Entry Share Price 
14-day 14-day 14~ Current 

A.g.Open A.g.Oose VWAP Prite 
€526 €528 €530 €5.54 
1.73x 1.72x 1.71x l.64x 
1.56x l.55x 1.54x J.48x 
1.39x 1.38x 1.38x 1.32x 
1.23x 1.23x 1.22x 1.17x 
1.06x 1.06x t.OSx I.Oix 
0.9Sx 0.9Sx 0.94x 0.90x 
0.82x 0.82x 0.8lx 0.78x 
0.70x 0.69x 0.69x 0.66x 

Entry Share Price 
14-day 14-day 14-day Current 

A\g,Open A'lg.Oose VWAP Price 
€ 5.26 € 5 28 € 5.30 € 5.54 
233x 232x 23lx 22lx 
214x 213x 212x 203x 
1.96x 1.9Sx 1.94x 1.8Sx 
1.78x 1.78x 1.77x 1.69x 
l.S9x t.S8x 1.58x l.Slx 
1.47x 1.46x 1.4Sx 1.39x 
1.32x 1.32x 1.31x 1.26x 
1.19x 1.18x 1.18x 1.13x 

C'n\h-<>n.Cash l\lulti 1lc -!'rice/Book 
Fntry Share Price 

14-day 14-day 14-day Current 
Alg. Open A\g. aose VWAP Price 

€5.26 €5.28 €5.30 €5.54 
0.72x 0.72x 0.7hc 0.68x 

.¥ 
0.89x " 0.90x. 0.90x 0.85x 0 

llil 1.07x J.O'lx J.06x 1.02x 

~ 1.07x l.08x l.OSx 1.03x 
-c 
o:t. 

1.26x 1.26x 1.25x 1.20x - 1.44x 1.43x 1.43x 1.37x ;:; 
1.61x 14 1.62x 1.6tx 1.54K 

I.OOx I. SOx 1.79x J.78x t.71x 

Potential Value Catalysts 

14--jjay 
High 
€565 
1.6lx 
1.45x 
1.29x 
1.15x 
0.99x 
0.88x. 
0.76x 
0.65x 

14-day 
High 
€565 
2.17x 
1.99x 
1.82x 
1.66x 
1.48x 
1.37x 
l.23x 
l.lOx 

14-day 
High 
€5.65 
0.67x 
0,84x 

J.OOx 
I.Oix 
1.17x 
1.34x 
1.51x 
1.68x 

• 
0 

0 . 
• 
• 
0 . 

1.1SOA 
8.00% 
8.25% 
8.50"A 
8.80"A 
9.00% 
9.25% 
9.SOo/. 

EntrySbare Price 
14-day 14-day 14-day Current 

A.g. Open A.g. Qose VWAP Price 
€5.26 €528 €530 €554 
1.99x 1.98x 1.97x l.88x 
!.SOx 1.79x 1.79x 1.7b: 
1.63x 1.62x l.62x 1.55x 
l.47x 1.46x 1.4Sx 1.39x 
1.29x 1.28x 1.27x 1.22x 
1.17x l.l7x 1.16x l.llx 
1.03>< 1.03x 1.02x 0.98x 
0.90x 0.90x 0.90x 0.86x 

C'ash-on..C11\h i\lulli M (lncre:ts<' in Orcu J:JOC\ !~at~ lo95% 

• 7,75o/. 

8.00% 
8.25% 
8.50"A. 
8.80"/o 
9.00% 
9.25% 
9.50% 

Entry Sbare Price 
14-day 14-day 14-day Current 

Alg.Open A\g.Oose VWAP Price 
€526 €528 €530 €554 
268x 2.67x 2.6Sx 254x 
247x 2.46x 24Sx 2.35x 
2.28x 2.27x 2.26x 2.16x 
210x 2.09x 208x 1.99x 
1.89x 1.89x 1.88x. I. SOx 
1.77x 1.76x 1.75x 1.68x 
l.6lx 1.6lx 1.60x 1.53x 
1.47x 1.46x 1.45x J.39x 

C'ash-on..Cash Multi le -ca.,h Flow)icld 

"" "<l ;;:: 
!I: 

..2 
1:;, ... .. 
~ ·;; 
1.:1 

0 6.0"A 
7.5% 
9.0% 

10.5% 
120"/o 
122% 
13.0"/o 
14.0"/o 

Entry Share Price 
14-day 14-day 14-day Current 

A\g. Open A\g, Close VWAP Price 
€526 €528 €5.30 €554 
2.14x 213x 2.12x 203x 
1.71x 1.7tx 1.70x 1.63x 
1.43x 1.42x 1.42x 1.36x 
1.22x 1.22x 1.21x 1.!6x 
1.07x 1.07x 1.06x 1.02x 
1.05x 1.05x 1.04x l.OOx 
0.99x 0.98x 0.98x 0.94x 
0.92x 0.91x 0.91x 0.87x 

14-day 
IDgh 
€565 
1.85x 
1.68x 
1.52x 
1.37x 
1.20x 
1.09x 
0.96x 
0.84x 

14-day 
lligh 
€565 
2.49x 
2.30x 
2.12x 
1.95x 
1.76x 
1.64x 
I. SOx 

1.37x 

14-day 
High 
€565 
200x 
1.60x 
1.33x 
1.14x 
I.OOx 
0.98x 
0.92x 
0.86x 

• Spin-out of Belgian properties - NSI's Belgian properties are held through its 54.8% 
interest in Intervest, a public Belgian REIT which trades at 0.97x book value. Buying NSI 
and divesting the Belgian assets would therefore effectively create the Dutch portfolio at 
0.42x book value and a 12.6% revenue cap rate (see page 3). Furthermore, the assets are 
divided into both office and industrial segments which could potentially provide a 
country/type-specific REIT platform which is currently being demanded by international 
REIT investors 

• Spin-out of Dutch properties- Similar to the above strategy, a further spin-out of the Dutch 
office and/or retail properties could unlock value as investors place additional value on a 
more specialized portfolio. For example, if Netherland Retail REIT trading multiples of 
-0.75x book value are applied to NSI's Dutch retail assets, which comprise 40% of NSI's 
Netherlands asset value, this would imply creation multiples for NSI's office portfolio of less 
than 0.2x book value and an 16.0% revenue cap rate at current occupancy (assuming the 
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Company's Dutch debt is proportionally distributed by asset value between the property 
types). Note that Catalyst requires further clarity on NSI's capital structure, which is not 
well-detailed in public filings (see page 3) 

• Long-term hold and redevelopment strategy - A redevelopment of the portfolio could 
improve occupancy rates and maintain or improve rental revenue from current levels, in tum 
increasing equity value through a reduction in cap rates and LTV due to favourable 
revaluations. Also, given the value-oriented pricing ofNSI's shares, Catalyst can use a buy
and-hold strategy as markets recover over the medium term 

• Merge with Geneba - A merger with Geneba would provide short-term portfolio 
diversification and create a larger platform with the opportunity for accretive spin-outs over 
the medium term (see page 35) 

• Distressed seller situation - NSI is 20.5% owned by the Habas Group, an Israeli real estate 
investment firm. Habas is distressed and its investment in NSI was financed with bank. debt 
secured by the NSI shares. Buying the debt at a discount or engaging in direct negotiation 
with Habas could allow an investor to further improve his creation multiples (see page 7) 

Key Risks to Investment Thesis and Catalyst Events 

• Short lease profile - NSI bears substantial re-letting risk with an average remaining lease 
length of just 3.7 years. Given the Company is re-letting new space at a 10-30% discount to 
existing rent levels, property values may decline by a similar percentage until the market 
stabilizes, which could take several more years (see page 14) 

• Short debt maturity profile - NSI's weighted average debt maturity is just 2.8 years, with 
-€1B due by 2017. Moreover, at a 58% LTV, NSI is relatively highly levered compared to 
peers, compounding the Company's refinancing risk (see pages 13 and 33) 

• Significant market risks- Commercial real estate markets in the Netherlands and Belgium, 
where all but one ofNSI's properties are located, remain historically weak- particularly for 
the B- and C-class properties comprising the Company's portfolio. Both markets are 
structurally challenged due to heavy office supply, and it therefore could take 5+ years for 
rents to stabilize and asset valuations to improve (see pages 19-28) 

• Potentially unsustainable dividend- The Company's dividend yield of 7.4% may be 
unsustainable in light of the high capital expenditures required to improve the properties and 
the ongoing risks in the portfolio (see Cash Flow Projections on pages 16-18). This could 
expose Catalyst to market repricing risk from current levels if NSI is forced to cut its 
dividend 
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2. Situation Overview 
Background 

• NSI was founded as Nieuwe Steen Investments in 1993 by Jo Roelof Zeeman and went 
public on the Amsterdam exchange in 1998 

• The Company has focused on retail, office and industrial investments since inception 

• Beginning in 2007, a number of actions were undertaken with a goal to focus, 
internationalize, professionalize and grow the portfolio 

o Mr. Zeeman sold his family's 12.4% stake in the Company to the Habas Group, a 105-
year old Israeli real estate investment company headed by Hertzel Habas, after a failed 
public takeover attempt by the Habas Group 

o The current CEO, Johan Buijs, was hired in September 2008 

o Asset/property management was brought in-house with the acquisition of Zeeman 
Vastgoed Beheer, a company previously owned by the Zeeman family 

• Substantially all of the Company's property management continues to be handled 
internally 

• The Company made its first international investments at this time, expanding into the Swiss 
market. This was meant to be a small step towards further internationalization which never 
truly materialized, likely due to the economic downturn 

• Additionally, NSI purchased a portfolio of direct real estate assets held by Phillips' pension 
arm at the peak of the market in 2008 

o To fund these two investments, the Company's increased its debt load significantly, 
causing LTV to jump from 46.9% to 57.2% 

• Over the next two years, through a combination of share issuance and asset sales NSI 
reduced its LTV by 250bps to 54.7%. By 2010, NSI's stock was trading above book value as 
a result of the delevering and recovery in equity markets 

• The Company used its favourable valuation to resume its expansion plans. It entered into 
merger talks with VastNed Office I Industrial ("VNOI"), another Dutch REIT, and completed 
a stock-for-stock deal in October 2011 

o The deal doubled NSI's size, adding an additional €1B of offices and semi-industrial 
properties in the Netherlands and Belgium 

• The Belgian properties are owned by Intervest Offices & Warehouses ("lntervest"), a 
publicly traded REIT in which VNOI held a 54.8% stake 

o Following the merger, NSI's asset mix changed from -50/50 offices and industrial vs. 
retail to -70% offices 

• Since the merger, NSI has been focused on improving occupancy levels and divesting 
non-core assets such as its Swiss properties. As of July 2, 2013, all but one of the 
Swiss assets has been sold 
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Recent Perfonnance 

• NSI's stock has dramatically underperformed peers over the past two years, falling nearly 
70% versus a 13% decline for comparables (Corio NV, Wereldhave Netherlands, 
Wereldhave Belgium and VastNed Retail) 

o Note some of these comparables are more geographically diversified and have a higher 
mix of retail properties than NSI 

• As a result, NSI is currently trading at 0.57x book value, versus 0.87x for other Dutch and 
Belgian real estate companies 

• The underperformance has been most pronounced since NSI's merger with VNOI, as the 
increased dilution (~30%) from the large share issue was exacerbated by a continuing decline 
in occupancy rates and property values 

Indexed Stock Price Pel"formance and Historical Price/Book 

120% 

110% 

100% 

90% 

80% 

70% 

60% 

50% 

40% 

30% 
2010 2011 2012 2013 

-NSI Price (Indexed) -Comp. Price (Indexed) NSIP/B · ·. Comp.P/B 

Source: Bloomberg. Capital IQ. 

Stakeholder Dynamics 

• The Habas Group, an Israeli-based real estate development and investment company focused 
on residential development, is NSI's only significant shareholder, with a 20.5% stake though 
its 76% interest in Habas Tulip BV 

• Hertzel Habas, the Habas Group's chief executive, is also the chairman ofNSI 

• Habas financed its initial purchase of the NSI stake in 2007, as well as subsequent purchases, 
with debt secured by the shares 

o According to a report by Globes, an Israeli business publication, Habas borrowed 
€55MM from a banking syndicate. Rabobank is believed to be the lead lender 

• Since the initial acquisition, NSI's stock price has fallen substantially, undermining the value 
of the collateral and forcing Habas to seek LTV covenant waivers from its lenders in March 
to stave off foreclosure on the shares 
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• The sharp drop in the value of Habas' investment has partially contributed to overall 
financial distress at Habas and it now has negative balance sheet equity 

o Globes also reported that in March 2013, Habas was extended a €1.3MM 90-day loan by 
Mayer Cars and Trucks, an Israeli company which is the 24% minority partner in Habas 
Tulip BV, in order to post more collateral against its NSI share debt 

• A Deutsche Bank indicative tenn sheet dated May 16, 20 13, suggests that Habas was seeking 
up to €75MM to refinance a €35MM loan from Rabobank, and also to participate in a 
potential NSI rights offering 

o Financing was to be secured by Habas' NSI shares and first ranking mortgages on three 
ofHabas' properties 

o The contemplated NSI equity raise (or asset disposal) was a minimum €300MM. While 
Catalyst has learned that the Company was trying to raise at least €200MM, it has not 
found any other public reports of an attempted rights offering 

o Situs Asset Management, a commercial real estate-focused firm based in the U.S., is 
listed as the facility agent 

• Additionally, an indicative term sheet from an Israeli mezzanine fund, Mustang, dated June 
4, 2013, proposes €15MM of financing 

o Use of proceeds to post collateral against its NSI share debt and also to participate in a 
potential NSI rights offering 

• There is no English language context available for either of these term sheets - a Google 
search resulted in a direct link to a PDF which appears to be hosted on the Tel Aviv stock 
exchange's website 

o NSI has not recently completed and does not appear to have filed for an equity offering 

• Habas is currently the subject of a takeover battle between two other Israeli-based 
companies: BGI, a clothing manufacturer, and Aspen Group, another real estate company 

o Both are offering a new equity investment and debt-to-equity conversion of its 
outstanding bonds at a -40% haircut 

• Catalyst has also heard from market participants that KKR has been in discussions with 
Habas to purchase its equity stake in NSI or provide a loan to Habas 

• In addition, Catalyst has been informed by investment bankers at Kempen that Dutch 
management is also seeking a white knight financial backer to separate itself from Habas 

• The issues at Habas may be causing a negative feedback loop in NSI's shares. The 
market believes NSI has lost a backer which previously provided it with much-needed 
capital, depressing its share price and in turn pushing Habas further into insolvency, thereby 
continuing the cycle 

• A prospective investor in NSI could undertake a direct purchase of either Habas' stake in 
NSI or the bank debt secured by the shares (and potentially seize the collateral if Habas is in 
violation of its covenants, which it may be) 
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o Given Habas' financial situation and European banks' reticence to take balance sheet risk 
in the form of risky equity securities (even if publicly traded), it may be possible to effect 
an acquisition at an even larger discount to NSI's NAY 

o One ofNSI' s five Supervisory Board seats is attached to the Habas stake 

• There is no public information available on the margin loans to Habas and they are not 
publicly traded 

Merger with VastNed Offices I Industrial 

• On October 14, 2011, NSI completed a merger with VastNed Office I Industrial ("VNOI") 

• As a result, NSI grew from €1.4B to €2.3B of property assets, including a 54.8% stake in the 
Belgian-listed REIT Intervest Offices & Warehouses ("Intervest") 

o The combined portfolio was much more heavily weighted towards offices than NSI had 
been historically. The ·Company continues to target a -50/50 balance but has not made 
any progress toward that goal 

o VNOI's portfolio had a much higher vacancy rate than NSI, particularly in the 
Netherlands where many assets were improperly utilized and maintained 

• The goal of the merger was to create economies of scale with a larger combined entity and to 
leverage NSI's internal property management expertise to improve VNOI's portfolio 

o Expected synergies of€3.5MM were realized on schedule, and NSI was able to let certain 
VNOI properties under a different approach (multi-tenant vs. single-tenant); however, the 
Company's vacancy rate remains very high 

NSI~VNOI Merger 
Combined Financials 
(inl:TR mil/inns! NSI VNO! Combined 

Gross Rent 103.2 78.3 181.5 

Net Rent 88.7 68.1 156.8 

Direct Result 52.4 25.0 77.4 

Investment Properties 1,358.1 1,030.0 2,392.1 

~ 
Offices 53% 90% 69% 

Retail 42% 10% 28% 

Industrial 5% 0% 3% 

Geography 

Netherlands 93% 44% 72% 

Belgium 0% 48% 21% 

Ot~er Europe 7% 8% 7% 

Occupancy Rate 90.0% 79.9% 85.6% 

LTV 54.8"/o 54.4% 54.6% 

G-oss Rental Yield 8.4% 9.5% 8.9% 

Net Rental Yield 7.3% 8.3% 7.7% ........ . . 

So11rce: Company filings. Based on FY 2010. 
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• All assets and liabilities of VNOI were transferred to NSI entities with VNOI shareholders 
receiving newly issued NSI shares 

• The exchange ratio was set at 0.897 NSI shares for each VNOI share, implying a premium of 
19% to VNOI's closing price on December 10, 2010, the date the transaction was announced 

o VNOI was trading at a 0.71x price-to-book prior to the transaction while NSI was valued 
a premium of 1.13x book value 

o Transaction value implied a 0.84x P/B for VNOI 

• VNOI shareholders also received value retention warrants ("VRW"), which entitled them to 
compensation should NSI sell any shares of Intervest, the publicly traded Belgian REIT 
54.8% owned by VNOI, within 18 months of the merger closing date 

o The warrants expired in April2013 
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3. Comparables 
• There are few publicly traded REITs with a majority focus in the Dutch and/or Belgian 

commercial real estate markets, and unlike NSI, most are heavily weighted toward retail 

• At a 58.0% LTV, NSI carries a much higher debt load than its peers, which average 36.6% 
and are mostly concentrated between 40-45% 

• NSI's gross normalized cap rate is 9.4% versus a comparable average of 7.9%, while 
occupancy is 81.3% versus 93.7% for peers. Both of these differentials partially reflect the 
higher weighting of office properties in NSI's portfolio, as its retail occupancy rate of 92% is 
in line with comps 

• The Company's price/book ratio of 0.57x is 34% lower than the peer average of 0.87x. This 
likely reflects NSI's higher LTV and perceived risk, as the Company's historical price/book 
and LTV have tracked closely since 2008 

• Of note, Intervest, of which NSI owns 54.8%, is publicly traded. Intervest's price implies the 
market is valuing NSI's Dutch properties at 0.42x book value and a 12.6% revenue cap rate 
at full occupancy. Furthermore, assuming the Company's debt is proportionally distributed 
by asset value between the property types (Catalyst requires more detail on NSI's structure), 
this implies a book value below 0.2x and a revenue cap rate of 16.0% for the Dutch offices 
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..... ,., .. .. .. 7.6~ ...,. .. .,.,. ..... 
147J!!I 130.0 .... 7.1~ .. .... 0.64lC 6.1 ... 

:112 ,. .. .... ..... 7,t"- t.10A 5.1'Mo 

1315 115.7 71.0 "-"" 7 .... ..... . .. ,. 
475.8 ..,. .. .., .. ,..,. 

9.1~ 1.'10.. .. .,. 
33.2 .... . ... . .... 7.1~ . .... !5,,,. 

107.0 ...... ... .• .. .,. 7.111. o.e,. 7.<4% 

1 .... 1U.t , ... ~~,~,. ...... o.n. ,...,. 

59.0% 

57.8% 

56.5% > 
~ 

55.3% 

54.0% 
2012 1QI3 
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4. Business Overview 
Overall Portfolio 

• NSI NV (pka Nieuwe Steen Investments NV) is the third-largest mixed-use REIT in the 
Netherlands, focused primarily on commercial real estate (office, retail and industrial) 

• As of March 31, 2013, NSI's portfolio comprised 48 residential units and 265 commercial 
properties across The Netherlands, Belgium and Switzerland, valued at a total of€2.0B 

o NSI is in the process of exiting the Swiss market, and only one building remains unsold 

o The residential assets comprise rental units which are gradually being sold off 
vacuo %of Occupancy Ann. GrossRont 0/oof 

T e EUR OOOs Total T o Rate 100% occu anc Total 
Offices 1,142,693 56.0% Offices 75.1% 118,391 61.3% 
Retail 572,697 28.1% Retail 92.0o/o 45,347 23.5% 
lndustr181 320,116 15.7% Industrial 89.7o/o 29,107 t5.1% 
Residential 4,240 0.2% Residenllal rJa 330 0.2% 
Total Real &tate lnveecmonta 2,039,746 100.0% Total 81.3% 193,175 100.0% 

Value %of Occuptwcy Ann. Gross Rent %of 
Googra h lEUR OOOsl Total Geoqraph Rate (100%occu anc l Total 
Netheltands 
SWIIzetland 
Belgil.m 
Total Raal &late lnvollments 

NSI i\"' Hn:mcial Performance 
(tnEUROOO!} 

1,416,233 
34,219 

589,294 
2,039,746 

69.4% Nether1ands 
1.7% Switzeriand 

28.9% Belgium 
100.0% Total 

79.5% 
96.5% 
65.2% 
81.3% 

136,166 
2,525 

52,494 
193,175 

71.5% 
1.3% 

27.2% 
100.0% 

LTM Change 

2008 2009 2010 2011 2012 IQ13 '08-LTM '10-LTM 
Gross Rentallncorre 101.7 103.8 103.2 120.0 160.5 156.1 +S4.4 +53.0 

)')' +2./'16 (0.6!>!:) +/6.3X. +3J.8" +IS./% +SJ.SY. +S/.3% 

Net Rcn1allncome 88.3 89.6 88.7 lOJ.S 137.3 133.9 +45.7 +45.3 
Direct Jnvcstnx:nt Resuh (Pre-Tax) 48.7 50.2 49.0 47.8 72.3 69.8 +21.1 +20.8 
fn:c Cash Flow 49.3 44.7 44.4 30.5 41.2 46.1 (3.2) +1.7 

Occupancy Rate 92.4% 90.9% 90.00/o 84.1% 81.1% 813% (11.1%) (8.7"/o) 
Net Rental Yield (Net Cap Rate) 7.1% 7J% 7.2% 7.6% 8.0'/o 8.1% +1.00/o ":0.8~ 
Cash Flow Yield 11.6% 7.7% 6.~/o 5.4% 11.7% 13.8% +2.2% +7.0% 
l..oan-{o-Valuc 57.2% 54.9% 54.7% 57.2% 58.2% 58.0% -1{).8% +3.3% 
Debt/ Capital 58.1% 56J% 56.1% 59.4% 60.8% 60.4% +2.3% +42% 

Price I Book Value(ll 0.64x 0.98x 1.13x 0.74x O..S8x 0.57x .().07x ..O.S6x 

(1) LTM 1Qt3 Price/Book asnl July 17.2013. 

So11rce: Cam parry filings. As of March 3/, 2013. 

• With 70% of its properties in the Netherlands, NSI is heavily exposed to the Dutch 
commercial real estate market which suffered one of the most severe declines of any market 
in E~rope over the past five years 

o The Belgian market, which is 30% ofNSI's assets, has followed a similar trajectory 

o Property values, occupancy rates and rents in both countries remain depressed 

• Between 2008 and March 2013, NSI's overall vacancy rate increased from -8% to 18.7% 

o Office vacancy rates climbed from 7. 7% to 24.9% as of March 31, 2013, with a slight 
positive trend since they peaked at 26.2% in Q3 20 I 2 

o Retail vacancy rates, while much lower than in the office space, have more than tripled 
since 2008, going from 2.5% to 8.0% 

o Industrial/logistics vacancy rates went from 5 .I% to 10.3% over the past 5 years, though 
they have steadily (if not constantly) declined since 2009 

• Net capitalization rates (also known as ''Net Yields", indicating potential net rent as a 
percentage of property value) have also risen by 1 OObps over the past five years 
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Histol"ical NSI Vacancy Rates Historical NSI Net Yields 

30% ---·--··--·--···-----------------------------------

0% ~----~----~----~----~ 
2008 2009 2010 2011 2012 

e-=Retail -Office 
~=Industrial -Total 

So11rce: Company jili11~. 

9.5% -------- ------···----·--·--·-- ···-----·---··--··------ ·- --·--· 

9.0% 

8.5% 

8.0% 
7.5% ! ________ .,.,._ 

6.0% ~-----.------------..------......-------.--
2008 2009 2010 201 I 2012 

-Office =-~Retail 

===~Industrial -Total 

• As a result of the increasing vacancy rates and consequent falling rents, NSI has been forced 
to write down over €275MM of property since 2008 -almost all in its Dutch office portfolio 

Asset Revaluation (EUR OOOs) by Type Asset Revaluation (EUR OOOs) by Country 

+20,000 

(20,000) 

(40,000) 

(60,000) 

(80,000) 

(100,000) 

(120,000) 

(140,000) 

(160,000) 
2008 2009 2010 2011 2012 

•Offices :~ Industrial 

Source: Company filings. 

+20,000 

(20,000) 

(40,000) 

(60,000) 

(80,000) 

(100,000) 

(120,000) 

(140,000) 
(160,000) (146,064) 

2008 2009 2010 2011 2012 

• Netherlands • Belgium G Switzerland 

• Ill-timed, debt-funded acquisitions of €275MM of property near the peak of the bubble in 
early 2008 pushed NSI's loan-to-value well above 50%, a level which it had historically 
remained at or below 

• At a current 58.0% LTV, NSI is highly levered relative to peers and also has a short maturity 
profile, with a weighted average maturity of 2.8 years 

o NSI' s debt consists of property-level loans with the exception of a €1 02.2MM corporate 
credit facility and €75MM of bonds issued out oflntervest in Belgium 

o On July 1, 2013, NSI refinanced its largest facility of€260MM, extending from 2013/14 
to 2017 

o While a large majority of NSI's debt is naturally floating rate, -90% is either fixed or 
hedged via swaps 

o The Company has struggled to de lever, as a €1 OOMM capital raise and subsequent debt 
paydown in 2012 (via asset sales and a small share sale) was not enough to offset a 
(€146MM) asset revaluation 
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NSI Debt Maturity Profile 

1,000,000 r·-·-·-··---···-- -··--·----.. ·-·- ·---·-·-··-·--··-··-··-- ···- · · ·-··------··- ··· --····---.. ·---·--·--- 100% 

900,000 

800,000 

700,000 .. 
600,000 C> 

Q 
Q 

~ 
j;;;) 

500,000 

l';l 400,000 

300,000 

200,000 

100,000 

0 

6~ ll% 

<lyr 

•Fixed 

0 
122,950 

1-2yrs 

Variable 

Source: Company jif111gs, Catalyst estimates. 

....... 82%---·--i-
• ! 80% 

680.429 
60% 

40% 

1% 20% 

9,042 

0% 
2-Syrs 5-IOyrs 

~">%ofTotal Debt (RHS) 

• To reach a 50% LTV, NSI would need to raise --€l60MM of additional capital for property 
equity investments or debt repayment 

• In addition to its short-dated maturity stack, NSI's overall lease profile is also relatively 
short, exposing it to significant re-:-letting risk 

• As of March 31, 2013, the weighted average maturity of NSI's leases is -3.7 years, 
compared to an average of 5+ years for its peers 

o -29% of leases come due in the next 18 months 

o -45% of leases come due between 2015 and 2017 

o -26% ofleases come due in 2018 or later 

NSI Lease Expiration Calendar 

30% 40,000 

26% 
35,000 

25% 

30,000 

20% 
25,000 

15% 20,000 

10% 
15,000 

10,000 

5% 
5,000 

0% 0 
2013 2014 2015 2016 2017 2018+ 

Source: Companyji//11gs. 
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• As shown in the table below, NSI has several 2013-14 expansion and redevelopment plans in 
its retail pipeline, with a total of €44MM budgeted over the next two years, with 
approximately €10-15MM planned for 2013 

o Budget implies a total investment of €1,637 per incremental square metre. These 
properties currently average €155/sqm in annual rent, equating to a 10.5-year payback 
period at current rent and occupancy levels 

o Assuming full occupancy post-renovation and a 20% boost to rent levels, the payback 
period would be approximately 8 years 

NSIR I devel Pi II 
( vrrcnt Current \ctunl lmcscmcnt });Jllm~iun/ l:\p.'Ctcd 

Pr11 rn. Name Cit\' Occu ncy Silc (~ m) Gross Rent Is 111 Et R O()Os l Rcnmntion sc nl) Dclin~n 

Hctl.ago Land Rotterdam 90'/o 2,74$ €164.6 1,7()(). 700 2013 

'!Loon Heeden 91% 25,312 €10L8 8,000 2.400 2013 

DeHceg Maastricht 96% 3,$36 €147.6 1,400 3,550 201312014 

'Plateau Sp!ikc.nisse 99% $,244 €131.2 1,500 450 201312014 

StC!passagc RijswiJ< 89'1o 10,516 €267.0 9,730 5,100 201312014 

Keizcrslandcn Dcvcnter 98% 6,973 €198.0 21,960 14,800 2014 

Total 93% 54,326 € 155.1 44,290 27,000 

ll!...:e: 2012 Annu:>l IU!pon. 

• There are also a number of redevelopment and expansion plans in the Dutch office pipeline, 
with a total of €44MM budgeted over the next three years (€30MM in 2013-2014) focused 
on older and vacant properties 

o The budget implies a total investment of €1 ,308 per incremental square metre. The 
properties currently average €133/sqm in actual annual rent, equating to a 9.8-year 
payback period at current rent and occupancy levels 

o Assuming an average 80% occupancy across these properties post-renovation and a 20% 
boost to the € 133/sqm rent level, the payback period would be 3. 7 years 

lOili P Redo I p· .. 
Current Curr~nt ,\ctunl imt>Stmcnt £\fXInsion I l.\pccCcd 

Pto lCrtv Nmnc Cit\' Ocru nnn· Size(~ m) Gro'i~ Rent Is 1 f]~l 1 H: OOOs Rl'nomtion s m) U~ln-cn 

Delllandlaan Amsterdam 0'/o 1,440 EO.O 10,720 9,300 2013 

Wegalaan Hoofddorp 0'/o 3,032 €0.0 1,000 3,400 201.3 

Weg derVerenigdc Naties Utre~bt 0'1. ],092 €0.0 1,500 3,100 2013 

Karel du Jardinstmat Amsterdam (1'/, 6,107 €0.0 3.000 201312014 

Kcizcrsgmcht Eindhoven 98% .10,821 e 17S.7 4,800 10,820 . 201312014 

D,~rop;oweg z;oeterm;:er 77'Yo 10,480 €.103.0 7,200 3,000 201312014 

Parkslnlat TheHag~e IOOYo 2,9S3 €196.4 2,000 2,950 2014 

Geleenstraat Heerlen IOCI'/o 10,072 €9!).1 15,960 11,900 201612()17 

Total 59% 53,997 €131.8 46,180 44,470 

Source: 2012 AnnUD1 IU!P.Ort. 
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Cash Flow Projections 

• Catalyst has projected NSI's cash flow and key balance sheet metrics in a Base Case, High 
Case and Downside Case, anticipating a transaction closing date of August 31 

o All scenarios implicitly assume that NSI is able to refinance its large upcoming 
maturities. The Company has -€180MM of debt due over the next two years and -€1B 
due within five years (see page I 4), and will be unable to make these payments without 
refinancing or completing significant asset sales/equity raises 

• Of note, NSI's lenders have historically been cooperative and it has been able to 
refinance its bank loans 

o For cash flow purposes, no changes in property values are modeled 

o NSI's starting cash balance is based on its March 31 balance plus an additional €7.5MM 
to account for net proceeds from sales of its Swiss assets 

• The Base Case, presented below, assumes no change in current occupancy rates (currently 
81.3%), annual rental growth of +2.0% and annual debt amortization of 1.5% 

o Given high expected capex needs, even in the base case (in line with Company guidance 
outlined above) it is likely that NSI will have to cut its dividend to a 4.5% yield (from 
7.5% today) to be cash flow neutral, implying a repricing on the stock of~ 10% 

• However, if cap ex needs moderate beginning in 2015, NSI should be able to fully 
restore its dividend 

o In the Base Case, the Company only generates €52MM of free cash flow through the end 
of2014, leaving a -€130MM gap versus maturities, excluding dividend payments 

NSf Consolidatcc.J C"ztsh H()\'t Projcrrioo -llasc Case 
(ol/jgu<ts In £1/R 000•) MoothEode!!, 4 manlbs2 Ycarende!!J 

Sop-13 0<1·13 Nov-13 Doc-13 1013 1014 :1.015 1016 1017 

Office 7.495 7.495 7,49.5 7.495 29,980 91.7."'7 93.572 <l5.44J 97.35::! 

ytyg-lh no na "" +).8'K. +}.O'U +],ln{, +l.on 
Reta~ ~.!90 ,";,200 3.290 32'-JO 13,162 40.276 41.llSI 41.<JOJ ~2.7~1 

ytygrowlh "" '"' ,,,) +1.0" +1.0% +1.0'U +1.0% 

Industrial 2.133 1.1JJ 2.133 ::~IJ:l 8,533 26.!10 26l,J2 27.1c.l '2.7.7().f) 

lfygrowth ,.a n·u n-a +2.f»6 +1.11% +1.0U +2.0')1; 

Gross Rent 12,919 12,919 12,919 12,!119 51,674 158,12.2 161,185 164,511 167,801 

Y.Y8TOI'Ih no ll"il +}.0% +1.0% +2.1/U +1.0% 

Rental Discounts 190 I'JO 190 1'.() 7S9 I.S58 1,421 1.4511 I.H9 
Rental /JJscountJ '-'" U% 1.5~ /.5% J.SU 1.1% 0.9" 0.9'U 0.9% 

OpEx 1,824 1.~24 1.3~4 l.$24 7;;96 22.325 21,711 2~~7 Z3.691 

!?J!Et% U.J'J{. u.m UJ% U.J'U Jo/.Jf)(, /J./% 1-I.JU U.l% 14.1% 

Net Rental Income 10,905 10,905 10,905 10,905 43,619 133,940 137,091 139,834 142,631 

SG&A 509 51)9 509 Sf)9 2,037 6.2.12 6.357 6,4f!.l 1>,613 

SG&A% J.ll"-' 3.9" 1.W. J.9% J.9% 1.9% J.9% J.9'U 1.9% 

Interest El!pense 4}46 4_l41 4)36 4331 17,356 51.5-% 50.869 50.1(>4 49.469 
Pre-T:u Eamiags 6,049 6,054 6,059 6,064 24,227 76,112 79,866 83,187 86,549 

Income Tax Provision 91 91 91 91 363 1.142 1.19-~ 1248 1,.:>98 
Tru::/Wie% U% J.j% 1.5" /.5% /.5% '-'" 1.5" /.5% /.5% 

Direct Investment Result 5,958 5,963 5,968 5,973 23,864 74,980 78,668 81,939 85,2.51 
Atrri6uro6/eto NSf Sho<tho/ders 5.091 5.098 S.IOJ 5.107 )0.40/ 6/,015 67.11 I 69.981 72,886 

Oj!ernlln!l Cash Flow 5,958 !1,963 5,968 5,973 23,864 74,980 78,668 81,939 85,251 

Caeital Bx!;!nditures :!.917 2.917 2.917 :!.917 11,667 35.lXJO 25.000 17500 17.500 
Free c .. h Flow 3,042 3,047 3,052 3,057 12,197 39,980 53,668 64,439 671751. 

Dividend Payment to NSI Shareholders 1.117 1.12.1 1,1:!9 1,135 4,504 16,3SO :!9,690 :\9.151 4~27.~ 

Dividend cu % ofNSI Dim:t Ruu/t }/.9% 2J.O'U 11.m 11.1" 11.1" 15.6'U u.m ss.~ 58.0U 

Dlvld~nd Tield al Curr~nl Matt~l Cap nta ntD nlo nta nlo 4.5% 8.:1% JO.Im J/.6'U 

Debt Amortization J;l74 IJ73 1.371 1,369 5,487 J6Ail 16.165 15.'1'..2 15,683 

Dividend to Mioor!l: Interests pntervest) 551 551 552 552 2,206 7.189 7.SI3 9366 9,795 
Net Ca•b Flow 

Startina Cash 12.779 12,779 1!,.779 12,779 12,779 12,779 12,779 12,779 1!,.779 

Ending Cash 12,779 12,779 12,779 12,779 12,779 ll,779 11,779 12,779 11,779 
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• The Downside Case, presented below, assumes occupancy rates fall 15% through 2016 (to 
66%); rents decline 5% annually until 2016 (as tenants leave and space is relet at lower 
rates); and capex remains historically high to retain existing tenants and attract new tenants 
given the weakening conditions 

• In the Downside Case, the Company only generates €36MM of free cash flow through the 
end of20 14, leaving a -€ 150MM gap versus maturities, excluding dividends 

o Moreover, in order to maintain neutral cash flow, NSI must cut its dividend to 
shareholders entirely by 2015 

NSr Consulidah.'d Cash fhm Pro"cction ~ Oo\Hl.sidc Case 
(all figo~'<~ln EUR OOOs) 1\lontb Ende!!, 4 niODihS 1 Year coded 

Sep-13 Oct-13 Nov-13 Dec-13 2013 2014 2015 2016 2017 

Offote iA95 7.495 7A9S i.4'>5 29,980 79.958 7!>,797 65,661 65.661 
ylygmwth /Ill ,,J 'l'fl (fl./%) (Il.:IY.) (7.J%) 

Reid 3.:!90 3,1c;() 3.:!<)(J ~.290 13,162 .'\5,-170 Jl.756 ;,),817 ~9.817 

ylygrowlh ,,a lla n·u (10.1%) (IO.in) (6.1%) 

Industrial :!,13J ~.133 ::!.DJ ~.133 8,533 ~.2.%J :0,52i 19.240 l'l,240 

t!z.s.rowth 11·(7 ,. "" na (/O.J%) (10.6%) (6.J%) 

Gross Rent 12,919 ll,919 12,919 ll,919 51,674 138,390 123,081 114,718 114,718 

yly growth "" na ,,.a (10.791} (1/./%} (6.8%) 

Rental Discounts 190 190 191) I'JO 759 1.630 l.O'JO 1,019 1.019 

Rental DiSCOtllltS 1.5% 1.:1% /.S'l{, U% J.j'l(, /.1% 0.9% 0.9% 0.9% 

OpEx 1.824 1.8~-1 I.S2~ I,S24 7;1.96 19..5~6 17372 IC>.lS9 16,18') 

oe&" u.m 11.1% /4.1% U.l% U/% /4.1% 14./U /J.I% 11./U 

Not Rental Inoome 10,905 10,905 10,905 10,905 43,619 117,224 104,619 97,510 97,510 

SG&A 51)9 5!'! 509 5()<) 2,037 5.4>1 4,851 4.521 4.511 

SG&A% 1.9" J.9% J.m 3.9% J.9% J.m J.9% J.9% J.!l'-' 

Interest §!E!:nse 4,J.IC> 4,341 4..336 4331 17.356 51.586 50.869 51).161 49.4<19 
Pre-Tax Eamlngs 6,049 6,0$4 6,059 6,064 24,227 60,184 48,899 41,816 43,521 
lnc0111c Tax Provision 91 ')I 91 '!1 363 90.\ 733 642 (63 

Tor Rote" 1.5% 1.m 1.5% /.5% J.J% J.S'X. /J% 1.:1% I.S% 

Dlroct Investment Result 5,958 5,963 5,968 5,973 23,864 59,282 48,166 42,184 42,868 
Attrlbutnbl~ to NSI Sha~haltlrn 5,09J :1,09& :1,/0J 5,/07 10.40/ 50.158 40,$98 JS,J/7 16.011 

Oe~rntin; Casb Flow 5,958 5,963 5,968 51973 23,864 59,282 48,166 42,184 42,868 

Q!Ei!al ~nditurcs 2.917 :!.917 2.917 ,917 11,667 35.000 JS.OiXl 21.500 2:!.500 
Froc Cash Flow 3,042 3,047 3,052 3,057 12,197 24,182 13,166 19,684 20,368 

Dividend Payment lo NSI Shareholders 1.117 1.1~ 1.129 l.DS 4,504 :.713 -130 

Dividend a. "ofNS/ Dirrr:l Ht!~MII 21.9% 22.0% 11.1% 21.2% 22.1% $.4% 0.0% 0.0% 1.2% 

Dillldt!nd nttd at C11rnnt Marlcet Cop nla nla nla "'" nla 0.7% 0.0% o.ou 0./% 

Debt Amortization 1,374 1,37J '-'71 l_l(;9 5,481 11>.411 1(>,1{>5 15,9~~ 15.6S3 

Dividend lo M~ Interests (lnlervest) 551 551 551 552 ~206 5.15~ J.824 4.17.$ -t154 

Net Cnsb Flow (6,823) (414) 

Startin!l Cash 12.719 12,779 12,779 12,779 12,779 12,779 12,779 5,956 5,542 

Endlns Cash 12,779 12,779 1~779 12,779 12,779 121779 5,956 5,542 5,542 

• The High Case, presented on the next page, assumes occupancy rates rise 15% through 2016 
(to -95%) and rents rise 2% annually through the projection period, and that capex 
moderates more than expected after 2015 to levels -10% below historical trends 

o In this case, NSI should be able to maintain its dividend and even grow the payout ratio 
(as a % of its Direct Investment Result, which is essentially operating cash flow less 
working capital changes, which are assumed to be non-material as they are unpredictable 
for a real estate company) 

• In the High Case, the Company only generates €58MM of free cash flow through the end of 
2014 (as most of the benefits of higher occupancy rates and rising rents accrue later), still 
leaving a -€130MM gap to maturities excluding dividends 
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(al/jguru In EUR OOOJ) 

OffiCe 
ylygrowth 

Retail 
ylygrowth 

Industrial 
y/YS10Wih 

Gross Root 
ylygrowth 

Rental Discountli 
Rt:ntQ/ DJ.sco11n1.1 

OpEx 
Op&% 

Not R<!ntal Income 
SG&A 
SG&A" 
Interest E?cpcnse 
Pre-Tu Earnings 
Income Tax Provision 
TtaRDI~" 

Direct lavcstment Result 
Allriburablc to NSJ Slron:ho/dcn 

Oporatln@ Casb Flow 

Cap!al Exp<mdi!ures 
Free Cash Flow 

Divic!end Payment to NSI ShareholdCIS 
Dividend as" ofNSI Direct Rc:su/t 

Dividtmd Yirld at Curnnl Marker Cap 

Debt Amortization 
Dividend to Minority Interests (lntcrvest) 
Net c .. h Flow 

Starting Cash 
EndiaR Cash 

Sensitivity Analysis 

Sop-13 
7,495 

"'" 3,290 ,., 
2,133 

12,919 

190 
/.$0{. 

I.R:!~ 

U.l% 
10,905 

509 

].9" 
4J46 
6,049 

91 

1.5" 
5,958 

5.093 

5,958 

:!.?17 
3,042 

1.117 
2/.9" 
nla 
1_17~ 

551 

12.779 
12,779 

Month Ended, 

Oct-13 Nov-13 
7,495 7,495 

"·" 3,290 

12,919 
no 
I'JO 

/.J% 

1.8~4 

u.m 
10,905 

5(,) 

J.9U 

·1.3~1 

6,054 
91 

/.J% 

5,963 

J.098 

5,963 

2,917 
3,047 
l,t!; 

21.tm 
nla 

1.373 
551 

12.779 
12,779 

3,290 

2,113 

12.,919 

JlfiJ 

/,JO{, 

1,824 

U.J" 
10,905 

509 
].9% 

4.336 
6,059 

?I 

I.m 
5,968 

S.IOJ 

5,968 

2.917 
3,052 

1.129 
22.1%· 

nln 

1,371 
552 

12.779 
12,779 

Dec-13 
7.495 

n'll 

3,290 
n'a 

2.J:l3 
II'Cl 

12,919 

j<J() 

/,JO{, 

l.S:N 

U.J% 

10,905 
511<) 

3.9% 

4.331 
6,064 

?l 
J.S" 
5,973 
5,/07 

5,973 

2.917 
3,057 

nta 

1.369 
552 

12.779 
12,779 

%013 
29,980 

13,162 

"'" 8,S33 

51,674 
n·n 

759 
J.JU 

7,296 

J.l.l" 
43,619 

2.007 
3.9% 

17,356 
24,227 

363 
J.S% 

23,864 
20.40/ 

23,864 
11,667 
11,197 

4,504 

21./!H: 
nla 

5,487 

2,206 

12.m 
12,779 

1014 
96,169 
+6.9% 

41,643 
+S.S% 

27,273 

+6.5" 
165,085 

+6.S" 

L%5 
J.m 
2~~9 

tun 
139,831 

6,505 
1.9% 

51.5S6 
81,740 

L:!26 
/.J% 

80,514 

68.J99 

80,514 

35,000 
45,514 

::!1).955 
]0.5% 

J.B% 

16.411 

~.14S 

11,779 

Year ended 

2015 

102,534 
+6.6% 

43,495 

+0" 
28,957 
+6.m 

174,986 
+6.0" 

1.5~6 

0.9% 

:?4,662 
U.IU 

148,738 
6,8W 

1.9% 

50,869 
90,975 
13(6 
1.5% 

89,610 
76.072 

89,610 

25,WJ 
64,610 

JS.651 
J0.891l 

/0.6% 

16.1~5 

9.794 

11,779 

lOU> 
108,895 
+6.2" 
44,%'7 
+J.471> 
29,SS6 
+3.2% 

183,767 
+S.O!H: 

1.677 
o.m 
25.8SS 

U.J'Jf. 

156,201 
7,2:l9 

3.9" 
50.!64 
98,800 

1.482 
1.5" 

97,318 
82,611 

97,318 

12.500 
84,818 

5(,),79'1 

68.771> 

JS.6!H: 
15.'.>12 
12.1().1 

12.779 
12,779 

2017 
111,072 

+2.0% 

45,887 
+2.0% 

30 .. 483 
+2.0% 

187,441 
+2.0% 

1,710 
0.9" 

::!6.-!06 

U.J% 

159,326 
7,J!S4 
1.m 
49.469 

101,474 
1,537 
/.J% 

100,937 
8!!,780 

12.500 
88,437 

60,1Co6 
70.1% 

/6.60{, 

15.0.~3 

12.587 

12,m 
11,779 

• A 0.5% change in cap rates equates to a -3% change in NSI's LTV and a -5% change m 
NSI's asset value 

• A 5% change in NSI's rental income equates to a -2.5% change in LTV and a -5% change in 
asset values 

Sensiti,H-v . .\.nallsis- LTV 

(1.5".1.) 
$ 
~ (J.OOA.) 

6 (0.5%) 

·= 
=~ -Hl.5% a 

+Ul% 

(10.00/o) 

54.2% 

57.6% 

61.0% 

Change In Rent 
(5.0%) +5.0% 

51.3% 

54.6% 

57.80/ct 

61.1% 

64.3% 

48.8% 

51.8% 

54.9% 

58.0% 

46.4% 

49.4% 

52.3% 

55.2% 

+IO.OOio 

44.3% 

47.1% 

49.9% 

52.7% 

Scnsithit · An:11\sis- Change in Asset Vnlue 
Change in Rent 

(10.0%) (5.0%) +5.00/ct 

(1.5%) 7.1% 
$ 
~ (1.0%) 0.7% 
c. a (0.5%) -5.00/ct 

.e -10.0"/o 

~ '" -Hl.5% -14.5% 
0 +I.OOA. -18.6% 

+ 1.5"/o -22.4% 

13.0% 

6.3% 

0.3% 

-5.0% 

-9.8% 

-14.1% 

-18.1% 

19.0% 

11.9% 

5.6% 

0.0% 

-5.0% 

-9.6% 

-13.7% 

24.9% 

17.5% 

10.9% 

5.0% 

-0.3% 

-5.1% 

-9.4% 

+10.00/ct 

30.9% 

23.1% 

16.2% 

10.0"/o 

4.5% 

-0.6% 

-5.1% 

• In order to get below its target 55% LTV, assuming no change in cap rates, rental income or 
occupancy levels, NSI would have to raise --€100MM of equity · 

18 

140 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Dutch Retail Portfolio 

• Following the sale of a Swiss shopping centre in April20 13, all ofNSI's retail assets are now 
located in the Netherlands 

• The retail portfolio constitutes -27% of NSI's total property portfolio (pro-forma for the 
Swiss mall sale) 

• 

• 

o 45 properties with over 700 tenants 

The Company's Dutch retail strategy is focused on shopping centres with a strong district or 
regional function, and not high-street shops in prime city locations. Of NSI's 45 retail 
properties, approximately 2/3ras are outside the major cities of Amsterdam, Rotterdam, 
Utrecht and the The Hague ("04 cities") 

The retail portfolio comprises three types of properties 

o Medium scale urban shopping centres (5,000 -7,500 sqm) 

• -35-45% of portfolio value (estimated) 

o Small-city district shopping centres (7,500- 12,500 sqm) 

• -40-50% of portfolio value (estimated) 

o Large scale retail/shopping centres (20,000 sqm) 

• -15% of portfolio value 

• These are located in more remote municipalities with average populations <1 00,000 
Retail Portfolio Statistics 
(ill EUR OOOs k1rlu1 ath191t>l:te 11ottJ) 

Large Scale Retail 
L~able Area (S<jlll) 9(),499 
Occupancy Rate 95.8% 
Portfolio Market Value . 88,385 
Gross Rent at Current Occupancy 77J9 
Gross Rent at 100% Occupancy 7,556 
!""lied Gross Yield 8.5"/o 
Effective Rent I Sqm {EUR) 83 

Sour«: C:DmfanyfiUngs.. tbatlk~. JJ. 2011. 

Retail 
208,()24 
91.4% 
480,682 
33,595 
36,756 
7.6% 
]86 

Total 
298,523 
92.7% 
569,067 
40,834 
44,312 
7.8"/o 
153 

• NSI aims for a mix of25% food retail (22% as ofMarch 31), targeting daily shopping needs 

• Four ofNSI's top five tenants are supermarkets/food retailers (see below) 

• Overall, NSI has a large and diverse retail tenant base, with only two tenants accounting for 
over 5% of retail rental income and no tenants over 1 0% 
To 10 Retail Tenants 

~Nmn=•-----___ Tvpe.!..LI!!'---- I# ofl..oeations Ann. Rent (EUR MM) 
AholdVastg<)Cd. Supcrmar~ts ll 2.9. 
Eijerl<amp Funtiture 
LidJ Nederland GmbH Supermarkets 
Jwnllo Supermar~c.ts 
Plus Supermarkets 
Blokker General Retail 
Mediamarkt Saturn Cansmner EleCU:onics 
AS \V~tSo.; . . . . HClllth&.Bea~ty )tetaU 
Dctoilconsul Groep Supennarke!S 
A.;rn,;. N..krland Gencml RctaU 
ToiDl Top 10 

n/a 

7 
n/a 
4 

nla 

nla 
nla 
nla 
nla 

2.1 
1.1 
1.0 
1.0 
0.9 
0.9 
0.9 
0.8 

0:~ 
JZ.2 

% ofRentallneomc 
6.9% 
5.1% 

2.7"/o 
2.5% 

2.3% 

2.3% 

23% 
2.3% 

1.9% 
lA% 

19.7% 

• Since 2011, the Dutch retail portfolio has experienced a 60% increase in vacancy rates from 
5.1% to 8.0% as the prolonged European recession and curtailed bank lending have weighed 
on consumer sentiment 
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• Decreasing occupancy has driven downward revaluations of the retail portfolio, driving net 
yields up 70bps from 6.3% in 2011 to 7.0% in 1Q13 

o According to CBRE, Dutch prime shopping centre yields are ~5.75%, relatively 
unchanged since 2009 

Retail Portfolio Vacancy Rate and Net Yield 

9.0% 
8.0% 

7.2% 

8.0% 7.0% 
7.0% 

6.0% 
6.8% 

5.0% 6.6% 

4.0% 6.4% 

3.0% 
6.2% 

2.0% 
2.5% 

1.0% 6.0% 

0.0% 5.8% 
2008 2009 2010 2011 2012 1Ql3 

..,._Vacancy -Yield (RHS) 

Source: Company filings. 

• As ofMarch 31, 2013, the weighted average maturity ofNSI's retail leases was 3.6 years 

o ~ 26% of retail leases come due in the next 18 months 

o -47% of retail leases come due between 2015 and 2017 

o -27% of retail leases come due in 2018 or later 

• Leases in the retail portfolio are generally signed for a period of 5 years with an additional 
option for a 5-year extension 

NSI Retail Lease Expiration Calendar 

12,000 . 11;264 30% 

10,000 
25% 

"' 
8,000 

0 20% 0 
0 

E5 6,000 
~ 15% 

4,000 

2,000 
10% 

0 5% 
2013 2014 2015 2016 2017 2018+ 

Source: Company filings. 
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• Oversupply in the retail space is causing rents to come under pressure, although NSI claims it 
limits usage of rent-free periods and other incentives 

• NSI's retail rents have steadily increased since the crisis, from an average of €140/sqm in 
2009 to €152/sqm as of 1Q13; however, that marks a decline from the €153/sqm recorded at 
year-end 2011 and 20 12 

o There is significant further downside risk: new leases are being entered into well below 
the average level, which primarily comprises leases signed in previous years 

o NSI does not report the average rent level for new leases in its retail portfolio; however, 
Catalyst estimates that the average rent for NSI's new/renewed leases in the quarter was 
approximately €140/sqm. This represents an 8.5% discount to the average effective lease 
across the retail portfolio as at year-end 20 12 

• Estimate is based on NSI's statements that it had leased or renewed 19,357 sqm. of 
space in Q1 and retained approximately 242,044 sqm. (assumed to at the effective 
€153/sqm rate from year-end 2012) 

• Given the short-dated nature of its retail leases, NSI is highly exposed to re-letting risk 
in its retail portfolio 

o As the table below demonstrates, should conditions in the retail market continue to 
deteriorate and not immediately recover, the Company could lose 1 0-15% of rental 
income from the portfolio based on lower new rents and higher vacancy rates 

o A 1 0-15% drop in rental income could cause an even greater decline in property value, as 
cap rates would also likely increase. Furthermore, given the highly levered balance sheet 
of NSI, this potential decline in asset values would put significant pressure on current 
equity values 

Sensitilit\' Anahsis ·Chan e in Retail Rental Income Scmitilil\' AnaJ,.,ds- Chanuc in Pro rtv \'aluc 
Change in Occupancy Rates Change in Rental Income 

(10'/o) (5%) +5% +10% (10"/o) (5%) +5% +10'/o 
c. 

E 130 -23.0'/o -18.8% -14.5% -10.2% -5.9% a +2.0% -28.1% -24.1% -20.1% -16.1% -12.1% 
i' "' .... 135 -20.1% -15.6% -11.2% -6.7% -2.3% .. +l.S"!.J -24.3% -20.1% -15.8% -11.6% -7.4% 

" = .. 
~ 140 -17.1% -125% -7.9% -3.3% 1.3% ~~ +1.0% -20.0% -15.6% -11.2% -0.7% -2.3% .. 

-9.4% -4.6% 0.2% .9 ~ 
~ 145 -14.1% 4.9"/o 

" 
+0.5"/o -15.3% -10.6% -5.9% -1.2% 3.5% 

~ ... 
ISO -11.2% -0.3% -1.3% 3.6% 8.6% " . -10.0% -5.0"/o 0.0'/o S.O'Io 10.0% " .. z 0 ISS -8.2% -3.1% 2.0'/o 7.1% 12.2% (0.5%) -4.0"/o 1.4% 6.7% 12.0% 17.4% 

• The outlook for the Dutch retail market is in fact muted, as high unemployment and declining 
GDP are likely to continue to weigh on retailers -particularly outside of the high-street 
sector in the G4 cities 

• NSI's focus on food retail will provide some stability as the supermarket sector continues to 
grow, defying non-food retail trends 

o Overall retail sales declined nearly 4% in the Netherlands last year, with the non-food 
sector falling 7% 

o Supermarket sales were 2% higher in 2012 year-on-year 
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Dutch Office Portfolio 

• The Dutch office portfolio constitutes -38% ofNSI's total property portfolio 

• 

• 

Dutch Oflice Statistics 
(In EUR 0003 unless otherwl•e noted) 

~l!_a~-A.!'~-~--(~!!1) ..... . 
'?l:~~~.!IC.>:.~~e. __ -··· 
Portfolio Market Value ... ... ... ~ ... -.. , . 

Gross Re_nt at Current Occupancy 
Gross Rent_ at lOOOA. Occupancy 
Implied Gross Yield 
Effective Rent I S~m (EUR) 

Saturc: Cumpanyfiltng~o As at Dec. 31, 1011. 

--~~~ 
71.3% 

813,160 . 
62,142 
87,155 
10.7% 

148 

Properties are concentrated in the Randstad conurbation, comprising Amsterdam, Rotterdam, 
The Hague and Utrecht, which has a total population of7,100,000 

NORTH 

. ' 
BlABA....., r·-. \ 
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.... · !! .......... 
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.... ....._/_.• 

BELGIUM 

-o 
E 
R 
M 
A 
N 
y 

-------------• Randstad conurbation 

Office locations in the major cities are typically located just outside the central business 
district ("CBD"), while in smaller cities NSI offices are primarily located in the CBD 

Dutch Office Location Breakdown (City and Province) 

Source: Companyjifi11gs. 

The Hague, 
8% 

4% 

Friesland, 
4% 
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• NSI has a large and diverse tenant base in its Dutch offices, with over 400 tenants in 153 
locations 

• Four ofthe top 10 tenants are government agencies (national and municipal) 

• Only one tenant accounts for more than 5% of office rental income, and no tenants account 
for more than I 0% 
To 1 10 Dulch Oflkc Tcnanls 

Name 

Dutch Government Bt~ildings Agency 
Stichting de Thuiszorg I care 
ProRailBV 
Imtech 
ROW 
Gemeente Heerlen 
Stichting RO v.A. 
ZiggoBV 
Hewitt Associates 
Oranjewoud Beheer BV 
Total Top 10 

Sourr:e; Company filings, Cotaly.<t. As at Dec. 31. 2012. 

Type Ann. Rent (EUR MM) ----<-o/c"-o ,_,of,_,R.:=ec:::n:tal::..;l:,!!n~co:.:.m=e 

National Government 3.8 6.2% . . .. . ~ ... 

Heallhcare 2.2 
National Government 20 
Technical Services 1.1 

National Government 1.0 
Municipal Government 1.0 

~ Q8 
Media 0.8 

Consuhing 0. 7 
Engineering 0. 7 

14:1 

3.6% 

3.2% 

1.7% 
1.6% 
1.6% 
1.4% 
1.2% 
1.2% 
1.2% 

22.9% 

• Vacancies in the Dutch office portfolio have nearly quadrupled since 2008, from 7.7% to 
27.9%. The Dutch office market has been among the most negatively impacted in all of 
Europe thrqugh the crisis due to highly unfavourable supply/demand dynamics 

• For example, at year-end 2012 in Amsterdam, there were approximately 1,500,000 square 
metres of available office space with only 200,000 square metres let 

o Vacancy rates were 25% or higher for certain districts 

o Market conditions were largely the same in NSI's other key markets of Rotterdam, 
Utrecht and The Hague 

• Decreasing occupancy has caused large downward revaluations of the office portfolio -
over €230MM- driving net yield up 140bps from 7.6% in 2008 to 9.0% in 1 Q13 

Dutch Office Portfolio Vacancy Rate and Net Yield 

30.0% 28.7% 27.9% 9.5% 

9.0% 25.0% 
9.0% 

8.5% 
20.0% 

7.9% 
8.0% 

15.0% 

14.4% 7.5% 

10.0% 7.0% 

5.0% 
7.7% 

6.5% 
2008 2009 2010 2011 2012 1Q13 

-+-Vacancy -Yield (RHS) 

Source: Company filings, CaJalyst est/males. 
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• As of March 31, 2013, the weighted average maturity ofthe Company's Dutch office leases 
was 3.8 years 

o -30% of office leases come due in the next 18 months 

o -46% of office leases come due between 2015 and 2017 

o -24% of office leases come due in 2018 or later 

NSI Dutch Office Lease Expiration Calendar 

16,000 

14,000 

12,000 

10,000 

8,000 

6,000 

4,000 

2,000 

0 
2013 

Source: Company filings. 

2014 2015 2016 

25% 

20% 

15% 

10% 

5% 

2017 2018+ 

• Structural factors, such as persistent high unemployment and lower floor space use per 
employee, are likely to continue to weigh on the Dutch office portfolio. Moreover, NSI's 
non-prime assets may be among the slowest to recover, and could continue to fall in value 

• NSI's overall office rents have been mostly steady through the crisis, declining slightly from 
an average of€149/sqm in 2009 to €146/sqm in Ql 2013 

o More troubling is the average rent for new office leases NSI is reporting: €120/sqm at 
year-end 2012 and €104/sqm in Ql 2013. These represent -20% and -30% declines, 
respectively, from the Company's average effective rent in the portfolio 

• As in its retail portfolio, NSI bears substantial re-letting risk in its offices. It would take 
less than four years to turn over the entire office lease base, meaning that unless conditions 
improve, NSI could experience a 30-40% fall in office rental income, assuming no 
deterioration in occupancy rates · 

o Even a 5-l 0% increase in occupancy rates would still likely result in reduced rental 
income with little or no recovery in new lease rates, and further declines in property 
values. Furthermore, given the highly levered balance sheet ofNSI, this potential decline 
in asset values would put significant pressure on current equity values 

ScnsitililY Annlvsis- C'hnngc in Office Rcntnllncome Scnsitnin Anal\'!< is- Chan e in Pro >erty\'aluc 
Change in OccuJIIIIcy Rates Change in Rental Income 

(10%) (5%) +5% +10% (IO"A.) (5%) +5% +10% 
a. 

E 100 -38% -35% -32% -28% -:IS% a +2.0"A. -23.9"/o -19.7% -15.5% -11.3% -7.0"/o 
~ .. 

..... 110 -32% -28% ·25% -21% -17% " +1.5% -20.9"/o -16.5% -12.1% -7.7% -3.3% 

~ " .. 
120 -26% -22% -18% -14% -10% ~!! +1.0"/o -17.5% -13.0".1. -8,4% -3.8% 0.8% .. 
130 -20% -15% -II% ·1% -2% .s &! +0.5% -13.9"A. ·9.2% -4.4% 0.4% 5.2% ~ " 

~ 140 -14% -9"/o -4% 1% 5% : - -10.0"/o -S.O"A. 0.0% 5.0"1. 10.0% .. 
ISO -8% -2% 3% 8% 13% 0 (0.5%) -5.7% -0.4% 4.8% 10.0% 15.3% 
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• NSI is currently attempting to improve occupancy rates and protect rental revenue through 
office redevelopment plans. The office redevelopment plans include transforming ~ 15% of 
the office entire portfolio to its new letting concept to increase occupancy, called "HNK" 
("Het Nieuwe Kantoor" = "The New Office") 

o Targeting under-utilized office spaces that are difficult to rent out in traditional leases 

o HNK is meant to address growing demand for full-service and flexible leasing in the 
Dutch market, as well as the changing needs of tenants due to shifts in the ways 
employees are working (e.g. more flex time, more telecommuting, etc ... ) 

• The HNK concept appears to be a more modular approach which provides custom office 
space that can accommodate any type of user 

o Differentiated pricing schedule based on term, floor area, and range of services provided 

• NSI believes that by increasing the lettability of the building, both total rent and return 
increase. Moreover, tenant and re-letting risk is spread better across the portfolio due to the 
modular usage and consequent multi-tenant character 

o HNK was premiered in the Vasteland office building in Rotterdam, an 18,000 sqm. 
complex of which 6,000 sqm. (33%) was redeveloped for a total cost of€2.8 million 

o Renovations were completed in October 2012 and only the 30% of the building which 
was redeveloped has been let. The renovation's success may have been limited to that 
portion of the property but appears to have failed in attracting more tenants 

• The Company is next rolling out the concept to two vacant assets in Utrecht and Hoofddorp 
(total investment of €2.5 million), but otherwise has not given any specifics as to which 
buildings or geographies will be targeted 

Intervest Offices & Warehouses (Belgium Portfolio) 

• Through its -55% interest in publicly traded Intervest Offices & Warehouses ("Intervest"), 
assumed through its merger with VNOI, NSI also owns a portfolio of office and logistics 
properties in Belgium 

• The Belgian assets comprise -29% ofNSI's property value and are weighted approximately 
60% offices and 40% logistics by market value 

all figures in EUR OOOs t~nlt.u otllei'Wis~ not~d 

Gross Rent nt Gross 
Office Space Storage and Total Fair Curr~at Gross Rent at Implied Rent/ o~eup:ancy 

Regloru; (sqm) OCher (sqm) (sqm) Value OecuJlllllcy Full OeeUJliiiiCY Gross Yield sqm (€) Rat~ 

Offices 
Brussels 84,388 2,4&2 86,870 140,937 12,012 13,565 9.6% 156.2 89% 
El9 {incl. Malines) 104,281 11,516 115,797 169,356 12,313 15,905 9.4% 137.4 n% 
Ant~ 27J89 1,153 28,442 . 41,561 4,019 4,074 9.8"/o 143.2 99% 
Total Offiee 215,958 15,151 231,109 351,854 28,344 33,544 9.5% 145.1 85% 

Logistics 
Aatweop- Malines 6,670 160,462 167,132 93,366 6,434 8,147 8.7"/o 48.7 79"A. 
AntwcJp ·Liege 11,817 161,749 173,566 105,430 8,185 8,326 7.9% 48.0 98"/o 
Brussels 6,649 35,852 4~501 30,630 2~96 2,657 8.7% 62.5 90% 
Total Logistics 25,136 358,063 383,199 229,426 17,015 19,130 8.3% 4!1.9 89% 

Total 241!094 373,214 614~08 581.280 45,3S9 52,674 9.1% 85.7 86% 

Srmt'O!: Con1pany filings . .As at Der:tm~r 31, 101 .3, 
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• All oflntervest' s office locations are located on the BrusselsMAntwerp axis, which is the most 
important and most liquid office region in Belgium 

o The Brussels and Antwerp properties are on their respective cities' periphery 

o The El9 European highway between Brussels and Antwerp which includes the smaller 
city ofMalines (also known as Mechelen) 

• 87% of logistics properties are located on the Al2 and El9 highways between Brussels and 
Antwerp, and also on the E313, E34 and E314 highways between Antwerp and Liege (closer 
to Antwerp) - these are the two most important logistics axes in Belgium 

Geographic Spread of Office Properties Geographic Spread of Industrial Properties 

Antwerp, 

Source: Company filings. 

• Overall, the Belgian office portfolio has followed a similar trajectory to the Netherlands 
portfolio, albeit to a lesser degree 
o Since 2009, Intervest's office vacancies have risen from 10% to 15%, with gross yields 

going from 8.7% to 9.5% 
o Over the same period, its logistics vacancies fell from 17% to 11% (though they were 

only 2% in 2008), and yields have moderately declined from 8.5% to 8.3% 
• Vacancy rates in the broader Brussels office market average -1 0%, though they are as high 

as 20% in the periphery (where Intervest's properties are located). The spread between Class 
A office buildings in prime locations, and Class B and C properties in secondary locations, 
remains wide 
o Given their locations, Intervest's properties are likely all Class B/C properties; however, 

further detail has not been publicly provided and needs to be further investigated 

Intervest Gross Yield and Vacancy Development 

17% 9.2% 
9.1% 

15% 9.0% 
14% 

Ql 13% 
~ .=: 11% i:i' = 91'/o =· u 
~ 

8.8% "C 
"ii 

8.6% ;:;:; 
~ 

8.4% 
Q 

'"' c 
> 7% 8.2% 

5% 8.0% 
2008 2009 2010 2011 2012 

---Vacancy· -+-Gross Yield 

Source: Company filings. 

26 

148-



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
.I 

I 
I 
I 
I 
I 
I 
I 
I 

• Office rents generally ticked higher in 2012 but supply/demand dynamics remam a 
headwind. There are notable regional differences: 

o Activity in the Brussels office market rebounded after a very weak 2011 and Ql 2012, 
although overall take-up was -15% below the 1 0-year average. A large factor was the 
lack of large transactions, with none from the public sector and only one from the 
corporate sector 

• Moreover, the Brussels periphery, where 40% of Intervest's office properties are 
located, has a large oversupply of office stock, driving aforementioned vacancy rates 
and yi~lds higher 

• Obsolete/uneconomical office buildings are gradually being repurposed/converted or 
demolished; however, the office market remains largely a "renter's market", 
particularly on the periphery 

o On the other hand, Malines/E-19 region, where 48% of Intervest' s office properties are 
located, experienced the highest take-up of office space since 2001 

• Intervest's occupancy rate in the region is only 77% due to growing vacancy of its 
Mechelen Campus building, the company's largest single property at 60,768 sqm; 
however, this also presents an opportunity for redevelopment 

o Take-up in the Antwerp market, which accounts for the 12% balance ofintervest's office 
properties, was above· its 1 0-year average 

• The Belgian economy contracted 0.2% in 2012, compared to 1.8% growth in 2011. 
Expectations are for imports and exports to grow in 2013 which will help support the 
logistics sector 

o Rents in the logistics and semi-industrial sector have been stable overall, and the market 
for logistics properties is less structurally challenged from a supply perspective than the 
office market 

o Note that in 2010, there was a high proportion of office space in the Brussels logistics 
portfolio which skewed average rent in that geography higher- the effective decline in 
Brussels industrial rent is less pronounced than in the chart below 

Historical Office Rent I sqm Historical Logistics Rent I sqm 
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• Intervest has approximately 180 tenants in total and its tenant risk is more concentrated than 
in NSI' s retail or office portfolio 

o PwC and Deloitte each accounts for 8% of Intervest' s total' rental income, while the top 3 
tenants comprise 22% of total rental income, or 37% of office rental income 

To llntcncst hn:mts 
Name 
':'~e_waterhouseC()OiJei'S. 
Deloitte 
H_ewl!tt~Packard Belgium (EDS Belgium) 
Nike Europe 
F(ege 
UtiBelgium 
PGZ ~etail Concept 
Pharma Logistics 
Ceva Logisti~s 
Neoyja Logistics 
Total 

Sourer: Compon)!filings, Cott~ly# hot Dec. 31.2012. 

AC(:O~t!ng 
Accounting 
Technofo&y 
. Appl1rel 
Lo~ticS 
~tics __ 

Consumer Products ... -· ....... . 
Logistics 
L()~ics .. 
Lo~s 

Portfolio 
Off tee 

Office 
Offn:e 

Industrial 
Industrial 
Industrial 
Industrial 
Industrial 

. I!KiustriaJ 
Industrial 

Ann. Rent (EUR MM} %of Rental Income 
3.6 8_0% 
3.6 8.0"/o 
27 6.0"/o 
2.3 5.0% 
23 5.0"/o 
1.4 3.0"/o 
1.4 3.0"/o 
1.4 3.0"/o 
1.4 3.0% 
1.4 3,0"/o 

21.4 47.0% 

• Catalyst estimates that as of March 31,2013, the weighted average maturity of the Intervest 
leases was approximately 4.2 years 

o -21% of leases come due in the next 18 months 

o -49% of leases come due between 2015 and 2017 
o -30% of leases come due in 2018 or later 

Intet·vest Lease Expiration Calendar 

14,000 35% 
30% 

12,000 30% 

10,000 25% 

8,000 20% 

6,000 15% 

4,000 10% 

2,000 5% 

0 0% 
2013 2014 2015 2016 2017 2018+ 

-omce Industrial 

Source: Company jili11gs, Catalyst estimates. 
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5. Corporate Structure 

• A simplified corporate structure for NSI is shown below 

• It is unclear which assets are held by which entities, and which entities are debtors; however, it appears that each subsidiary 
holds multiple properties 

Mayer Group HabasGroup 

L 174% 

Habas Tulip 

Dutch 
subsidiaries 

100% 

99.7% 

• Nclherlands 

• Luxembourg 

• Switzerland 

NSl 
I LIXCillb<llll'g 

llold111g S.a.r.l 

NSI 
Swilzcrland 

S.a.r.l. 

llans-Bockler 
Stra$sc S.a.r.l. 

• Belgiwn 

• Germany 

lmHll 

-20.5% 

Free float 
shares 

Sv.iss 
subsidiaries 

hltCIYCSl 

OfticcsNV 

Aatiselaar 
Business 

Center NV 

Meche] en 
Business 

Center NV 

Mechelen 
Research Park 

NV 

Duflle Real 
Estate NV 

Other Belgian 
subsidiaries 

SS.2% 

55.1% 

55.1'/o 

llaib-B,,c;l..kr 

1 

Str<1ssc ( imhll 
I 
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6. Operating Results and Capitalization Table 

• Recent operating results, capitalization and credit statistics are tabled below in Tables 1-3. 
0~1 c.t111g "un·nur\ Ill R (ltl(ls I 1n1 - .\ \l,'lnch" [ndnt 

\I/!~$ J!-l).:c-10 .H-lh·c I! .~1-t'Ac 12 '1·\lar .. ).\ lU-Juu-1-l ,to.o;;~,..p-1! JJ-I.A·c-11 \J \l:n-JJ 
Qoss RAID looom: SI03,17tl 5119,96-1 Slf.O,i45 $156,121 smoo 538,1179 S411,317 $31,07~ 

Savieel'mts Reclsarged to Tenants Sll,726 $1).5').1 $23,009 $23,058 Sl,?)l Sti)73 SS,951! $:;.133 
Serv;c.: Coots Not R<:dlorgod to Tentonts ($14,464) ($1~3.1.1) (_$:!7,71.:!) ($27,%6) ($11.011)) (S7 . .l9'J) (1.7.0'>9) ($11,8(1)) 
a.....,;,. CosiS {$1~7471 i$1~.716\ (SI8.4571 ($17766) l-1.123) IS4 )12) ISI.Ris4l ($1247 
NttlleoUIIocome 588,685 $101,497 $137.334 $133947 $34,4%2 533,541 $34,291 $31,691 
Rtntuatiln oCID\·esun:nts (S2 • .7GI) (537.7:-J} (SI42.!«ill) (5158,358) 1.~'33.\IU) ($:<7.stal (W5'Jll 1.!:4131>1) 
~!evaluation of Assets Held for Slllc IS3.211) ($3.2ll} ($3,211) 
Ntt Rcsal on S:les of Jn,·cstrnmts •~<•n ro~ ($7.~701 ($7.5119) (S7.ROI) Sl7 ISIIC.\ ~>61 

TGial NdP<ocetdslromiA,.,I.,.nts 563,677 $64,S79 1516,615) ($35,131) ($6,963) ($4,230) (513,627) ($10,311) 

S.:llinx,G:ocru&Adm~lfll'n·e ($.',9)21 ($13.•131 ($9.01.1) (~737) (51.911) (51.9({•) iS2,743J (Sllr.ll 
Ncllnl=sl~se j$3).7~21 (53'.l.n5) (S-i5.~ml ($$~,321) (SI3,J5~) (SIJ.«.-'' j$14.~~2) (Sil.MSI) 
Capiu..l&penditures (In\'CJtm::nts in E.'listing Properly) (Sl,R.Ili) ISI4,'J')t) (S2ll>l) ($22,815) 1511.216) ($1721 (~.~71 <S:Z.•m) 
Ndlncome(l.oss} £<.1614 SG.•.2n (5'J'J,716J ($103,956) ($..'7.221) 1$2l<,I!»J ($30.5.;) (SI7.?Xo) 

OW. liom <¥rot ions $49,2-1-l $45,45) SG3.:l'J2 StiB,92S $1K.90l SI'LOS1 ~UCo9 Sl9.10l 
C..h 1iom !moe. ling (572.540) (Sll.lnJ Sf•2,08U 583,854 S63.5W ($.tJJ33) S:\l.i S23.7(oll 

MtritJU:nancr CnpEr (M.H-16) (.IU99~J (S2l.1J.I} ($11.817) (.'\7.-118) r.<J.Vl~J ($8.9471 (.U.502) 
Growth Cop£1: (.~~7.166) fSSJ.JJ)J (.11.9~~1 ($7.966) t$7,Yf,(,) 

Pmcertb ofSa/c of Real Eslar~ /nl-nf~tlfl Sl/.032 $5.J~J -~9).0~1 S//5.485 Si'J.JJJ S49 S9.754 ."16.-U!I 
N~ lnvnlment In TtuJglbl~ F~nd Asst-ts ($···~~) fS]j,~) (S454J ($521) !SIN) (.~5~1 (SW) (S/70) 

CAsh fiomf"maDCing $4.811 (Sll.'~l <Sl3~A23J ($147,685) (S~.8(i:!J (S3219)J !S17.1.i0) (SJ7Allll) 
Dmdtnds ($52.ri59) (~5l.07J,J (SJ3.86/) ($41,869) (.115.140) (S/0,372) (S, •. U~) ($..<! 
lkbJ Dm•odo•·n I (Rtpnyom") .~M)J SJ6,-ItJH (SIIM/9) ($117.175) (S40,H]QJ (S11.M3) (S.<.C180J (Sn . .J;]J 
Slta~ltsttanc~ S$J.8/Y - S).J.148 $24.850 .~U..VSQ 

D::tlanrt'Sitt!ct fH 1R flOOs) Lll\f 
Notes JI·IJoc.JO J1.fl<c·lf 31-l>fc-12 Jl-~11.r·13 . , . 

&a:Qimu1 ! 
RcaiErtmlnvcslm:lliS SI.'«I,(,'!'J SL12UIIJ Sl.O)fdl~ $1,9111,787 Q.IS2.2htl S~ll7.210 S2,0:<6.11~ $1.'11!1.7117 
lauangidc As!et$ ~-~~ $8..'tt) SIS,-1116 $!,411 SKM Sl< • .n:G $8,-W.ft sun 
Tan&ibl< f'n:d Auets !;3.~11.) $.1,1!911 ,).',750 $3,788 S3.~2K s.•.&"<(, S3.7lll $3.788 
Fa1mciaJD:m-atirc.s sm Sf{,~; $31!!1 SGf,(, $)118 

~. sm.m $57,959 '5~·527 Asscu Hckl fer S:.fl: i $37 . .<1-1 SIJJ.971 s.:.7,9.\f.J 
Other lnt"CJ.trn:nts SII.~J; - - ' Aa:ODDISRI:cci\"ablc ~?.)(r.i Sl:t.9!i7 S21.1J1!" S22,933 SU.Rf'!' S11.:\~ S11.915 $12,93.1 
c..~ Sll!l!.' Sl.'!l9 S1lX17 ss.m $:!7.131 SJ.rm $7.007 $.~119 

TotllAsstts $1,390,o99 S2,3S1,s68 $1.147,915 $1,080,611 51,251,15.!1 $1.196.231 51,147915 52,080,611 

L1Jlililia. 
INon.eomon1 U.bllilm. I lntm:st-&.ring l.o•ns Stif,.,.-19:< $l.llll>lll ~%1.1}1(, 5797,3!)9 S'OO.KJl SR-17.931 S'-J61.o.l(o ~n.:.~» 
F'Uillllciol Jltri\•:nl\'cs S2H.-l~5 V>2.197 51«!.71!7 $72,127 ~72R.\.I. SKJ.I~:.l SW.1ll7 ~72.127 

lkl<rm! Ta.~tiobililies $929 $1.(.111: Sl(,l Sl62 5(.)5 ${t70 Sl(,l $1i.Z 
Tollll Noo-C<orr<nt llibi liti es $698.1181 $1,186,613 $1,1)41,997 $869,G88 $804,311 $919,734 $1,041997 $869,688 

Q!ItJjDIIj!bjf4jes 

Cum:Dr Ponm of long Ttnnllcht W.IIJJ Sl37,l&'J S1W.27J $302,115 S4-15,7.U s:'..()(t..C.l-1 Sltti.27~ S30!.1l5 
F"manei:ll Dcrintivcs $21'.:! s~, i W2 Sll~ 

Debts to tmlil Institutions (Rel·oh·cr) SI~JIXl $71-.727 ~.119 $88,984 I S&l.M $~}112 Sl!6.119 SlO<.~ 
A«olllllsl'ln·•blc: and Dc(cm:d lncom: Sl?.914 ~5.31:< s.~~.m $48.1115 $ol<J.J.I7 SJ:'i.R.~ S.0.738 $.1l<.Q.IS 
TGial eun...tUalillties $109,591 $256,315 $316,130 $43~.144 I $579.814 $437,911 $316,130 $439,144 

Tor.lliali!iti., $808,473 51,441,!148 $1~58~17 $1.308.1132 $1,384,135 SI,J67,656 $1,358,127 $1,303,831 
TotsiO.bt $758907 $1.333.564 51JJMJ8 $1,188,498 I st.z6o.867 51,149,s67 Sl,l33,43S 51,188,498 
Shudnlhlor's F4Jity SS81,1il6 $909.610 S789.7llll $771,779 • $867,110 5818575 $789,788 5771.779 

C N..it ~llthllcs tElH 000~) l.lM 
.__ --·-·----·---~ 

Jl·lk<·IO 31·1l<<·11 JI-D\;c-J2 

Rcnlol <io>l1h NA 16.3% 33.11% 
Net Ra:.tat Inc om: I Cioss Rcn~llncom3 B6.0Yo 84.6% 85.5% 
SG&A I Gos5 Rc:nlallncom: 5.1% 11.6% 5.6'/o 
Oecuponey Role 90.0'/. R4.1% Hl.l% 
Goss .~~onw v .. ld 8.41'. 9.0'/o 9.4% 
Nc1 Rl:nl>l Y~ell (Cap Role) 1.2% 7.6% 8.(1'1. 

lnt<f1:51 ~c /Gou R<:nlolloccmo ll7'A. 33.2",.(,, 34.9'1.. 
Dcb1 I Copilot S6.G"/o 59.4'/. 61.0% 
Deb! I &,lily 1.31l:< 1.47l< 1.5& 
l.oon-«o-V.iu< 54.7"/. 57.2"/. 58.2% 

Dirc<t lal'CStm•u Result (Prl:-Ta.'l) $49,011 $47,809 $72,338 
U.le\-cn:d Fn:c C..h Flow $71,140 S70,234 $97,131 
l.o=ed r ... C..h Flow $44 98 530.459 $41.158 

Nolo: 
[1)Gou RAil Mld<ot Value. No1e thollOII 6guru is odjust<d for NSJ/VNOI m:rger. 
[2! Ncl Roo!/ Mllllo:l Value. This is essenliallj· tho Cap Ralo. Note tha12ll! I !Win: is adjuJ!od for NSJ/VNOI ""'8"' 
3lllil<cllnl'Ulm:nl R<Juh defined •• NCI Rl!ntollnco~m lou SGlA ond lnleresl 8q>ense. 

31-M~tr-fJ 

~~I 
5.6'Y •• 

81.3% 
9.4"1. 
A.l% 

lS.4~, 

60.6"/oj 
1.54>; 

~8.11"/. 

$69,838 
$101,432 
546,110 

JU-Jilll·l! JO.Sq>ll J).fl<,·ll JJ.,L11·1J 
(4.0%) (2.4%) 3.7% {UJYo) 
81i4% 86.3% 85.1% 85.S% 
4.8% 5.1% 6.8"/. 5.8% 

8),8% BO.S% 81.1% 81.3% 
NA NA NA. NA 
NA Nt\ NA NA 

33.5% 35.1% lS.IIl'o 37.4% 
593% 60.1% 61.0% 60.6% 

1.45x 1.51x 1.56-< 1.54 
56.4% 57.6% 58.2% 58.11''/o 

$19,150 $17,911 $17,097 $15,680 
$21,041 $19,543 $30,374 $30,474 
$7686 S5.a79 $15921 $16.623 
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7. Waterfall Analysis 
• The analysis below sensitizes Dutch and Belgian property values around NSI's average 

revenue cap rate for each of those property types in its portfolio (see footnote 1) 

o The downside case assumes a 2% increase in cap rates, while the upside case assumes a 
1% decrease in cap rates 

• Netherlands debt is assumed to be first-lien on the commercial properties, with the Dutch 
working capita] facility having a lien on the residual value and residential units 

• The Swiss assets and Dutch residential units, held for sale, are sensitized around book value 

• Catalyst requires more information on NSI's corporate structure and has made 
simplifYing assumptions 

Low Mid High 

+l'l'. Cap Rate CapRate111 -1% CapRat• 
Offices 655,165 775,143 853,271 
Retail 434,930 544,139 622,263 
lndustn.t 78,033 91,711 102,335 

Total Netherlaads Asset Value 1,168,129 1,411,993 1,577,869 

First lien M011goge Dcbt<>l 805,968 805,968 805,968 
Jrt IJrmlotJII-Io-Va/11e 69% 57% 51% 
Fin/lien Mortgage Reco\'r!f'J' /00% 100% 100% 

Commercial Property Residual Value 362,161 606,025 771,901 

-to•;.. Book Vnlae +10% 
Residen1ial Units Value 3,816 4,240 4,664 
Residual forWodcing Capital Facility 36S!J77 610,265 776,565 

Working Capital Faci!Uy01 70,188 70,288 70,188 
Total Netherland.or Loau-to-Value (im:l. Mortgagf!s) 7S% 61% S6% 
Worlriug Capital Fucility [«,·oa~ry /00% Joan IOOUJ 

INEResidual Equity Value 295,688 S39,'T/7 106;271 

Low 1\t;d High 
·IO'Y• Book Val~ +tOo/• 

FnoouJg Office (Held for Salc)1' 1 7,090 7,878 8,666 

Zug Shopping ~ue (SOID)''1 7fJ,667 'JfJ,667 26,667 
Total Switarland 33,757 34,545 35,333 

Fils! lien Mortgage Deb1111 25,781 25,781 25,781 
1>1 Utn lnatl-lo-Volue 76YD 7S~ 7J~ 

FlrsJ/Jen Mort~age Rcco..,ry 100% /00~ /00% 
ICH Residual Equit \ldue 7,976 8,764 9,552 

JniPrWSI Offircs & \\ :lr!!honsl's Slnkr11'' 

Low 1\t;d High 

+1% CapRate CapRate111 -t'Y. CapRate 
Offices 290,840 351,854 393,086 
Industrial 185,042 229,426 160,691 
BelglumPropenies 475,882 581,180 65J,m 

Othq lnteryeu A :;sen -35% ~20% Book Val .. 
Cash 318 404 505 
Receivables 3,119 3,838 4,798 
Income Ta,.,. Receivable 2,090 2,572 3,215 

lnterves1 liabilities 314,763 314,763 314,763 
I BEL Residual Equity Volue 166.655 273,331 347,532 

AttribHtobl• to NSI 91,317 U9,786 /90,.J.I7 
Minorl/y /nitre.</ 75,328 /1J,:S-16 157,084 

(I) Mid case cap .ate based on cunent levels of 10.9%/B.CI'Io /10.6% for Dutch olftces/ retail/ industria~ and 9.5% /8.3% for Belgium offices I industrial 
(2) Souree: S/Jl!/2013 investor presentation. 
(3) Total of€86MM drawn on €1012MM ofDutch and Belgian we facUilics. Draw allocated proportionally on each portioo. 
(4) Swil=tand assets as at 12/3J/20121ess Zug sale aod Ql2013 revaluation. 
(5) RepmseniS CHF32MM at 1.2 EURICHF. 
(6) NSfs Belgium portfolio is held through a 54.8% interest in lntOIVest Offices & wa ... housos. 
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I • As seen below, stakeholders would receive the following recoveries: 

o Creditors would recover 1 00% 

o Shareholder returns would range from -22.1% to+ 115.1% 

I lliHrurc-d Pool Hrcowa' 

Law Mld m111a 
Netherlands Ratrlua/ Value 295,688 H9,977 706,277 
Switzerland Reslrlua/ Value 7,976 8,764 9,552 

166.655 273,331 3~7532 

Value 470 20 8 072 I 063 61 

NSJ Current Assets I 
Cash s;n9 5,279 5,219 

Accounts RcccivabJe<1> 14,906 19,493 22,933 

NSJ Current Uabiljtje:; 

Accounts Payable and DefeiTed Income 48,045 48,MS 48,045 I 
I 

Net Working Capital (27,860) (23,273) (19,833) 

less: 
Dttivative liability 72,127 72,127 72,127 

Minority lntcrest12> 7S,32B 123,546 157,084 

!Remaining Value for Shnn:holdeB 295,005 603,127 814,316 
Shares Outstanding 68,202 68,202 68,202 
Implied Price per Share £4.33 es.84 £11.94 I 
~ Pnrmittm I (Discount) to C11rrcnl Price (22.1%) +S9.J% +IJ$.J'IG 
%Premium I (Discount) tu Book Value {U.J%) (6.6%) +16./% 

(1)1-ligh/Mid/l.owregresents Book Value, SSOA. and 65% of Book Value. 
(2)Reprcscnts 45.2% intcre•t in lntervest Olrt<;es & Worehouses not held by NSL I 

I 
I 
I 
I 
I 
I 
I 
I 
I 32 

I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

8. Capital Structure Summary 

• There is little detail availabl~ on the composition of NSI's capital structure beyond the 
amounts outstanding 

• NSI's capital structure comprises credit facilities secured against its properties, revolving 
facilities and an unsecured retail bond issued by Intervest Offices & Warehouses in Belgium 

o Mortgage loan facilities 

• €1.028 outstanding, -90% secured by properties 

• In its 2010 Annual Report, NSI stated it consolidated over 30+ loans and mortgages 
into 7 "umbrella" facilities 

• Known lenders: 

• lNG and Banque LBLux: €225MM due 2015 

• Deutsche Bank: €121MM due 2015/2016 

• ABN Amra: €122MM due 2016 

• ING, Rabobank, ABN Amra, Belfius and Banque LBLux: €260MM due 2017 

o Working capital facilities 

• Total facility of€101.2MM (€80MM in Netherlands and €21.2MM in Belgium) 

• €89MM drawn I €12MM available 

o Retail bonds 

• Issuer: Intervest Offices NV (Belgium entity) 

• Amount: €75MM 

• Coupon: 5.10% 

• Maturity: June 29, 2015 

• Rank: Unsecured 

• The capitalization table below is based on NSI's public disclosures and is likely incomplete. 
Catalyst is continuing to investigate for infonnation on NSI's capital structure 
~Sl:"!"\' 

(.H"I•I,\IJI:ill0111,ol'ok 

Descripthm 
INGFaciti!r I 
OcuucbeBankFocW!)· 
ABN Amv Fxiliy 
[NGFxiliJsl 
Tutll Knoun O.tch ~lort~e FxUUiu 

Irrten'CSL MOJ18?SO OebLU) 
Tctd Kmmn l\'tlr11:-.;c De~ 

Dutch Credit Fllcil:il.ym 

lnlervc:st Cn:dia Fatilin.ro 
Totld Secured Delli 

Otkri.Du.Faciliti::s(J) 
5.10%RdaiBon<ls 
T.tiJDcbt 

Senforicr 
ISI~fortpJO 

ls1Moltg.IISC 
lstMoncagc: 
htMonsasc 

ls1Monpse 

lstU::n 
lstl.icn 

l!nsccan:d 
Unsccno:d 

Ammml 
0.U.I1)' (n!Rhl\1) 

Nelbe:t.nds :w 
Nethezllrds 111 
Nc1be:t.nch 112 
N~hedm~h 260 

728 

Bdsium 1113 
~II 

Ncthcrbn<ls 'lO 

Bcb;Um 19 
Jj)OO 

Nc1hetbnds 113 
BcisiJm 75 

1.188 

(1) Based on known Olltch rrongagc far:Wafcs ~nd total propcny.tc\·cl rronpgc; debt oretiMM. 
(l) Ailoeatodp!OportionaDy. 
(J) QY:al),l dOH not bin•cadditioru~Jdelailon the: flllMM babnec oftkbt 

.Price M2turll)' Knolml..cnlkn ,. 2015 ING.I.Bl.ux ,. 201S-WI6 Deutsche B:mk 
nl• 2()16 ABNAII'IO ,. 2017 IN(l Rabob•nk. ABN ....... 11clr"'. Ull.u• 
nla 

"'• n/a ,. 

,. 
·~· nla ,. 

o/a nl• 
102 2015 Publi:boncls 
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9. Summary I Issues I Next Steps 
Summary 

• NSI's net asset value has fallen sharply over the past five years due to its increasing exposure 
to an historically weak Dutch office market 

• Declining property values have driven the Company's loan-to-value well above that of peers. 
Delevering has been challenging as downward revaluations have outpaced equity raises anci 
asset sales 

• NSI's main stakeholder, Habas Group, is itself in distress - in part resulting from the 
declining value ofNSI's shares- and shareholders appear to have lost confidence that NSI 
can raise the capital it requires to renovate/refurbish properties and stabilize/increase values 

• NSI's results from operations remain stable with healthy, positive cash flow on an absolute 
basis despite the decline in occupancy rates and property values. Since 2008, occupancy rates 
have fallen 12% and free cash flow has only faiJen by 7% 

• Due to NSI's diversification and size, an investor in the Company could create and/or unlock 
value through a variety of potential spin-out and redevelopment strategies 

Issues 

• The Company's relatively short maturity and lease profile (approximately 2 years and 3.5 
years, respectively) present refinancing and reletting risk 

o Potential mitigating factors include: 

• NSI's lenders have been cooperative and the Company has had little difficulty 
refinancing bank debt 

• Retention rates have hovered in the 75-80% range, and last year NSI outpaced the 
general Dutch office markets in reletting space - NSI realized 4% of total Dutch 
office take-up in 2012 even though its portfolio represents less than 2% of the market 

• Moreover, NSI has substantial in-house property management expertise and 
successfully turned around a number of vacant VNOI properties post-merger 

• There are a number of property redevelopment and expansion plans in NSI's pipeline over 
the next two years, to which the company is committing nearly €90MM 

o NSI can likely fund these projects with internal cash flow and select asset sales 

o Project payback periods range from 4 years·for offices to 8 years for retail, assuming 
moderate improvements in occupancy and rent levels 

• The Dutch economy remains fragile and the challenges in the office market are largely 
structural and will take time to resolve 

Next Steps 

• Catalyst should undertake additional diligence on the Company's properties and local real 
estate markets 
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o Further clarity on NSI's corporate structure and capital structure is essential; however, 
the Company does not publicly provide more detail 

• Catalyst should seek additional information on the details of NSI's property 
mortgages/facilities by approaching its known lenders- primarily ING, Deutsche Bank and 
ABN Amro 

• In parallel, Catalyst can either approach the Habas Group directly regarding a potential 
purchase of all or some of its stake in NSI, or contact Rabobank, which is believed to have 
provided Habas with financing against its NSI shares 

• NSI also represents a potential bolt-on/merger opportunity with the Geneba portfolio, as it is 
a less-levered entity (58% LTV vs. 68% LTV) with similar gross and net yields 

o The table below provides an illustrative example of an NSI/Geneba combination based on 
their current portfolios and book values, with no expected synergies through centralized 
management 

• There would likely be minimal synergies due to the lack of overlap in the portfolios 
(NSI only realized €3.5MM synergies in its €1B merger with VNOI) 

NSl-Gcneba Pro rties !\rcrocr Anal ·sis 
(ill EUR OOOs unles.r ollzenvise nol<d} Pre.-Forma 

NSI Geneba(l) Combined 

Gross Rent 156,121 56,654 212,n5 
Net Rent 133,917 50,102 184,049 
Pre-TaxDirect Result 69,838 34,337 104,175 
Investment Properties 2,039,746 613,069 2,652,815 

Type 
Offices 61.3% 77.2% 65.0% 
Retail 23.5% 3.1% /8.8% 
Industrial 15.1% 19.7% 16.2% 
Other 0.2% 0.2% 

Geography 
Netherlands 71.5% 4.6% 56.0% 
Germany 73.5% 17.0% 
Belgium 27.2% 20.9% 
Baltics 22.0% 5.1% 
Other 1.3% 1.0% 

Occupancy Rate 813o/o 95.8"/o 84.7o/o 
LTV 58.0".4. 68.0o/o 60.3o/o 
Price/Book 0.52x 0.57x nla 

Gross Y.eld -100".4. Occupa11cy 9.4% 9.6% 9.5% 
Net Y.eld -100"/o Occupancy 8.1% 8.5% 8.2% 

(I) Source: Ncwco lnfonnation Circular. Rental results pro-forma full-year 2013. 
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I 10. Appendix 

'"' I o > 20 l'ro K·rtics ll\ (,nJ\S Hrnt 

I 
Gross Rent 

Strcetname ~ Location Year Built S!J!!!: EIJROOOs 

YI!S.!C~!l~--- *" ··················- ....... -~-~-- .... Qf!i.~_ ... ~Jt~_l'!!lltn .. !'?IS. -~~.~-~-- .3~?~ . 
Pr. JF Promenade I Pr. WA Promenade I Steenvooroelaan Ret an Jljj~-~~~ .. 1!)94 !9~.W. },!_53 
~pri~h·;;~ktM-arfci iN'~s~i~tm~i · - ·· ·· · · ·· · · Ret an Olden28al 1999 1~. 2.966 
ApoUolaan I Homerusplein Retail Heerlen 2003 25,312 2.8~2 
f:ui~plE!in Retail Rotte~am 2001 9,022 2,261 I 
Oude Mid~enweg Office Den Haag 2002_ 14,918 ?,1~ 
Arthur van Schendc1straat Office Utre<;~t 1995 9,200 !,975 
i:uid-H:~iiand1aa~_ . . OffiCe Den Haag 1924 10,410 1,9p .. 
J-ioog~uis~traat/Keizcrgracht Off~ee Eirl~_oven 1970 10,821. 1,940 
~ogs~huttcrst111Jll Office Apei~()Offi 2003 14,223 1,8l!(j I 
z;ujdertcrras ~tail RotteW.am 1995 10,36~ 1,869 
Burg,Stmmanwcg Office AnJSterdam 1989 11,31_9 1,&18 
Het Rietveld Large Scale Retail Ap_eldoom 2005 23,890 1,810 
Sint Jorl,o;plein Retail Riddeikerk 1992 7,840 r,m 
Anilachtsp1ein I Griendwerkerstraatllrnkerstraat I Spinet f 

I 
Rietdekkerwcg lZevenkampsering_ Retail Rotten! am 1983 10,037 1,734 
Hom park Office Ede 2003 14,364 1,684 
Torenweg Large Scale Ret~il. Midde1burg 2006 20,363 1,639 
Einsteinstraat Large ScaleRetaH Veenendaal 2005 19,651 1,613 I 
Meemeide Industrial ~~sel 1998 26,242 1,556 

Office Ede 2002 10,010 1.549 
284,770 41,542 
17.1% 21.5% I 

I 
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Catalyst Capital Group (For Internal Discussion Purposes Only) 
CONFIDENTIAL- INITIAL REVIEW 

RONA INC. (TICKER: RON) NOV. 2012 

All figures in C$ unless otherwise noted. RONA Inc. referred to as "RONA" or the "Company". 

1. Business Description 

• Headquartered in Boucherville, Quebec, RONA is the largest Canadian retailer and distributor of 
hardware, home renovation and gardening products with a current TEV of $1.8B 

2007- L TM EBITDA Evolution (C$ millions) 

450 
400 
350 
300 
250 
200 
150 
100 
50 
0 

CV07 

(CS Thousands) as or 11128112 

Gaf!!.tarization 
Cash 

CV08 CY09 CV10 

- Retail and Commercial - Distribution 

Current Capitalization 

Face Value 

$50,410 

Total Secured Debt (Mortgages & Cap Leases) $27,140 

$950M Re\01\ing Facility $231,616 
5.4% Senior Debt due 2016 $116,829 
Total Unsecured Debt $348,445 

Preferred Shares $173,500 

Total Debt $549,085 
Total Net Debt $498,675 

Equity $1,306,298 
Non-Controlll[]jjlnterests $37,055 
Enterprise Value $1,842,028 

Source: Company filings. 

CV11 LTM- Sep '12 

-Margin (RHS) 

Leve~ Metrics 
LTMEBITDA 

Secured Debt I EBITDA 

Unsecured Debt I EBITDA 

Total Debt I EBITDA 
Net Total Debt I EBITDA 

EV IEBITDA 

9.50% 
9.00% 
8.50% 
8.00% 
7.50% 
7.00% 
6.50% 
6.00% 
5.50% 
5.00% 

$251,209 

0.1x 

1.5x 

2.2x 
2.0x 

7.3x 

• The Company generated revenue and EBITDA ex. unusual items of $4.9B and of $252M (5.2% 
margin) over the LTM ende~ September 30,2012, respectively 

• RONA operates under two main segments: Retail and Commercial, and Distribution 

o Revenues in the Retail and Commercial segment are produced by RONA's big-box 
stores; smaller "Proximity" or "Specialized" stores; and stores adapted to specifically 
serve commercial and professional customers 
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o The Distribution segment supports RONA's retail and commercial stores as well as 
affiliated independently owned stores (both inside and outside the RONA banner 
network) which purchase a large portion of their supplies from RONA's warehouses 

LTM Rennue by Segment- $4.8B LTM EBITDA by Di\'ision- $251M 

• Retail and Commercial • Distribution • Retail and Commercial • Distribution 

Source: Company filings. 
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2. Situation Overview 
Recent Operating Performance 

• Same store sales have declined for nine consecutive quarters (and 12 of the last 15), and RON A 
is the only member of its comparable set to register overall same store sales declines in 2012 

YoY Same Store Sales G .. owth 

1Q09 2Q09 3Q09 4Q09 lQlO 2Q10 3Q10 4Q10 1Q11 2Qll 3Q11 4Q11 1Q12 2Q12 3Q12 

•RON •LOW c;HD •CTC 

Source: Company filings, research repons. 

• Since 2009, the Company has consistently underperformed its peers 

o 1% sales growth (vs. 10% average) from 2009 to LTM ended September 30, 2012, 
despite several small-to-medium acquisitions 

o EBITDA margins have fallen from 7.1% in 2009 to 5.2% LTM, versus a peer average of 
I 0.0% in 2009 and 10.9% LTM 

o LTM ROA of2.6% (8.7% average) and LTM ROE of4.1% (15.6% average) 

• RONA's operational metrics are consistently worse than those of its closest competitors 

o Lower gross margins 

o Higher selling, general and administrative expenses 

o Longer cash conversion cycle 

o Massive inventory build-up 

o Large working capital needs 

• Profitability metrics are also weaker and RONA trades at a large discount to HD I LOW 

(Please see next page for detailed efficiency/operational and profitability benchmarking) 
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Oper·ational Benchmarking 

l.cm<~ Colll>IIII~J Inc. 

The Homo Depot,. Inc. 

Ooaadion T"" Cotp.Lu1.111 

Ronolno. 

l.owc's C0011anics Inc.. 

The Homo Depot. Inc. 

Canadian Tire Corp. Lld.U, 

Rona Inc. 

Lowc"l Co"'9Dfli:S hie. 

The Hom: Depot, !no. 

c..nwlb:t Ttrc Cotp. Lld:.u, 

RDAalnc.. 

Asoets 

33,7115 

41,357 

8.718 

3.02~ 

33,lH 

40,222 

8,341 

2,780 

Asso!S 

3J,4jJ 

39,832 

1).•1 

2,922 

Gro• SG&A% 
Sales Pront" So lot 

50,731 

71;m 

9.483 

4,8l8 

343% 

34.6Y. 

26.6% 

30.0% 

22.2'/. 

21.¥A. 

24.8'A. 

Groso SG&A% 
Sales Profit% Sates 

4~.8<1 

®,881 

9,J6l 

.' 4,1l(lj 

34.6% 

26.1% 

30.6% 

2U% 

22.11% 

21.2."/o 

25.0% 

Gross SG&A% 
Sales Profit% Sales 

-18,4!9 

67,501 

8,171 

4,810 

JS.l% 

34.3% 

26.4% 

30.7% 

24.4"/o 

23.3% 

20.9% 

23.'1'A. 

Source: Company filings, Capital/Q 
(/) Canadian Tire retail segment. 

AlP 

!,376 

4,821 

1,739 

625 

AlP 

4.320 

4,821 

1,638 

488 

PJP 

~,3!9 

~.683 

~087 

454 

LTM 
lnvontory lnvontory% Cull COnv. NWC% 

Alll Inventory AlP Days Alll D<lys Days ~~~ Cyde Sale a 

1,7.17 

1,633 

m 
429 

8,929 

10,880 

1,848 

1,000 

CY2011 

58.9 

37.4 

91.1 

64.7 

Its 

&3 

30.0 

Jll 

64.2 

55.2 

70.8 

7.5.1 

26.5% 

26.3% 

21.1% 

33.1% 

17.? 

26.1 

9.1 

U7 

l9'A. 

3.3% 

10.1% 

16..1% 

Inventory fnventory% Cash Conv. NWC % 
Alll Inventory AlP Days Alll Days Doys Asoets cycle Sa leo 

1,787 

1,231; 

814 

310 

8,291 

10,250 

1,449 

848 

CY2D1D 

48.3 

38.4 

86.5 

su 

13.1 

6.5 

31.7 

28.1 

60.7 24.9% 

25.5% 

IH% 

302"1. 

25.5 

21.6 

1.7 

40.4 

7.3% 

l5.0'A. 

Inventory Inventory% Calli Conv. NWC% 
AIR Inventory PJP Days Alll Day& Days Assets cycle Slllu 

I ,GIRl 

1,on 

6G9 

300 

8,260 

10.5<7 

901 

905 

.502 

38.S 

66.0 

49.7 

12.7 

SJI 

2!>.8 

22.7 

62.2 

57.0 

40.2 

68.6 

2~.7% 

265% 

12.4"/o 

31.0% 

24.8 

U.3 

41 

41.6 

J.G% 

5.7'Y. 

5.3% 

IS.6% 

Financial Benchmarking 

C$000$ equivalsnls 

lowe's Co"l"ani~ Inc. 

The Home Depot, Inc. 

Omadian.Tire Corp. Ud.11l 

Rona Inc. 

Lowe's Companies Inc. 

The Home Depot, Inc. 

Canadian Tire Corp. ltd,(l) 

Rona Inc. 

lDwe's Cof11'anies Inc. 

The Home Depot, Inc. 

Canadian Tire Corp. Ud.ll) 

Rona Inc. 

Assets 

33,705 

41,357 

8,718 

3,024 

~tl; 

33,314 

40,222 

8,342 

2,780 

Assets 

33,453 

39,832 

7,247 

2,922 

Source: Company flllngs, Capital IQ 
(I) Canadian Tire retail segment. 

Equity 

14,121 

17,609 

na 

1,900 

Equity 

16,412 

17,767 

na 

1,956 

Equity 

17,980 

18,751 

na 

1,912 

Sales 

50,731 

71,993 

9,483 

4,858 

Sales 

49,841 

69,881 

9,363 

4,805 

Sales 

48,459 

67,501 

8,178 

4,820 

EBITDA 

5,620 

9,050 

780 

251 . 

ESITDA 

5,303 

8,282 

769 

269 

EB1TDA 

5,286 

7,502 

723 

336 

LTM 
Net 

Income EBITDA % 

2,266 

4,244 

317 

77 

CY2011 

Net 

11.1% 

126% 

8.2% 

5.2% 

Income EBJTDA% 

2,105 

3,765 

288 

82 

CY2010 

Net 

10.6% 

11.9'.4 

8.2% 

5.6% 

Income EBITDA % 

2,0S3 10.9% 

3,272 I 1.1% 

270 8.8"/o 

122 7.0% 

ROA 
6.7% 

10.3% 

3.6% 

26% 

ROA 
6.3% 

9.4% 

3.4% 

2.9% 

ROA 
6.1% 

8.2% 

3.7% 

4.2% 

ROE 
16.1% 

24.1% 

na 

4.1% 

ROE 
128% 

21.2% 

na 

4.2% 

ROE 
11.4% 

17.4% 

na 

6.4% 

EV/ 
EBITDA EV I Sales 

8.4x 

11.4x 

na 

7.3x 

EV/ 

0.9x 

J.5x 

D3 

0.4x 

EB1TDA EV I Sales 

8.9x 

12.5x 

DB 

6.3x 

EV/ 

0.8x 

I. Ox 
na 

0.4x 

EBITDA EV I Sales 

7.1x 0.8x 

8.0x O.Sx 

na na 

6.2x 0.5x 
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• Nonnalizing operating perfonnance would release significant value for shareholders 

o Boosting EBITDA margins by 3.3% (equal to half the delta between RONA and its peers, 
and in line with the Company's EBITDA margin in 2007) would add $160M in EBITDA 
or $1.2B in equity value assuming a 7.3x multiple 

• Share price would increase from $10.76 today to $20.42, a 90% return 

o Value creation would likely be even greater as margin expansion would also likely 
translate into a higher EV/EBITDA multiple 

• RONA's working capital management is also problematic, although this may be due in part to 
the impact of the Company's Distribution segment on cash management (distributors may use 
RONA to finance their working capital needs) 

o Reducing NWC to 2010 levels would release $52M to the Company (which could then be 
dividended to shareholders), equivalent to $0.43/share or a 4% return 

• Future perfonnance will be predicated on the Company executing the strategic plan ("New 
Realities, New Solutions") introduced in February 2012 - more detail below 

Lowe's Offer 

• On July 8, 2012, Lowe's made a private non-binding proposal to acquire the Company for 
$14.50/share, representing a value of -$1.8B and premium of 3 7% to the closing price on July 6 

o RONA's and Lowe's CEOs had held several meetings over the prior year to discuss a 
potential relationship between the two companies 

o Lowe's indicated it had support of approximately 15% of RONA's shareholders 

• On July 31, RONA made Lowe's offer public, announcing its Board unanimously rejected the 
proposal as it is focused instead on executing its strategic plan 

o That same day, the Caisse de depot et placement du Quebec ("CDP"), a public pension 
plan manager with over $150B of assets, acquired an additional 2% of RONA, bringing 
its stake to over 14% and making it the largest shareholder 

• CDP has played a key role in previous attempted takeovers of Quebec-based 
companies, either in a blocking or acceding position 

o RONA's network of affiliated dealers, who purchase items from the Company's 
wholesale distribution segment, own approximately l 0% of its shares and were largely 
opposed to the takeover 
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Top RONA shareholde1·s 

Rank Investor Shares Value ($mm) o/o Outstanding 
1 :- eaiSsedeTh:P<>t~tPtiee~nt'du-Queb'eC' -- -- -18,231,600 -l%,i7i;<n6 - t5.o2o% ~ 
2 1 Invesco 14,438,956 155,363,167 11.890/o 1 
3 !.. _lr!., ~c!!a~ I.!!v_:s~.!"~ ~u~ ':!_I ~~C !'!2<1.! ____ ]·2?f!:.OfE __ ~-!7~p~ ___ ]·~1 ~ _1 
4 Dimensional Fund Advisors 3,463,563 37;267,938 2.85% 
5 IA Clarington 2,583,600 27,799,536 2.13% 
6 Franklin Resources 2,143,400 23,062,984 1.77% 
7 CI Investments 1,970,081 21,198,072 1.62% 
8 IG Investment Management 1, 704,300 18,338,268 1.400/o 
9 CIBC Global Asset Management 1,431,666 15,404,726 1.18% 
10 Robert Dutton (Fonner CEO) 972,472 10,463,799 0.80% ----------------------------------------RONADealerNernork -10% 1 

I __ RQ~A~n~~m~n!Je.!c!:.J!?i.!!;r!.~~nl __________________ ':9·!6::£o_l 
Note: Value based on 28/11/12 closing price of$10.76 

• Lowe's play for the Company also attracted the attention of Quebec politicians, who were in the 
midst of a general provincial election 

o . The PQ won the election on September 4, and on November 26, 2012, PQ finance 
minister Nicolas Marceau said he wants legislation which would allow boards of 
directors to reject takeover proposals without consulting all other stakeholders 

• On September 17, Lowe's formally withdrew its offer for the Company, citing repeated failed 
attempts to engage RONA's Board ofDirectors in a friendly, negotiated transaction 

o In its statement, Lowe's asserted it still believed a combination "makes business sense" 
and that it remains committed to the Canadian market 

• On November 9, Robert Dutton stepped down as President and CEO after 20 years, and also as a 
director on the Board 

o Dominique Boies, EVP and CFO, is currently acting CEO. Of note, Mr. Boies previously 
held various senior positions at CDP 

• On November 14, Invesco, the Company's second-largest shareholder, said it plans to request a 
shareholder's meeting to replace the Board of Directors 

o Later that day, RONA formally called for its annual shareholders meeting to be held on 
May 14,2013 

• By calling for the AGM, the Company may be trying to pre-empt Invesco's 
meeting request or postpone it entirely by arguing two meetings on the same topic 
cannot be held so close to each other 

• RONA's third-largest shareholder, IA Michael Investment Counsel (3%), aka ABC Funds, has 
also been vocal of RONA's need to undertake major change, including continuing deal 
discussions with Lowe's 

• The Company remains "in play" and rumours persist that Lowe's has made or will make another 
offer. Lowe's CEO recently commented that the company will continue to look at acquisitions 

7 

165 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

RONA Inc. Stock Price (2010- Present) 
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RONA's Strategic Improvement Plan: "New Realities, New Solutions" 

• RONA unveiled its 2012~13 Business Plan "New Realities, New Solutions" in its 2011 Annual 
Report and earnings call on February 23,2012 

• The plan is centred on three main areas, with overall goals of improving efficiency, optimizing 
the capital structure and increasing return on capital: 

i. Introducing a revamped digital platform 

ii. Rolling out a smaller Proximity store across 20% of the Company's network, which will 
be -35,000 square feet versus the big box stores at 60,000 to 165,000 square feet 

• RONA will close 1 0 big box stores to transfer the customer base to 15 as~ yet 
unconstructed Proximity (or smaller) stores, and reposition an additional 13 as 
Proximity stores while renting out the unused space 

iii. Continuing expansion of the commercial and professional segment via addition of nine 
sales outlets and likely further acquisitions 

• When announced, the plan was expected to generate EBITDA benefit of$10M in 2012, ramping 
up to > 30$M in 2013 and $40M in 20 14; expected restructuring costs of $181M over two years 

o FY07 EBITDA was $150M higher than LTM's $251M, so there remains a large gap to 
peak performance 

• RONA is behind on executing its plan -the closing of five big box stores has been delayed until 
2013, which will reduce expected EBITDA benefits by $4~5M in each of2012 and 2013 

• Market reaction to the Plan's shift away from big box stpres has been favourable; however, there 
is skepticism as to management's ability to execute as well as calls for more drastic measures to 
completely exit unprofitable markets and divest of more assets 
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3. Pricing Matrix 
PridtJa 1\JIIrh(CS Thoio1111ds) 01 orli/19/U 
RONA In c. 

Book Market lqll•d 
Face Dr2RD8! of >L"IM Tt..,nl M:lrketAclj. >L"IM IDterest .,forest Ylddto Current 

Setnrity Note Value 9/30/ll EBrJDA Price Vldue EBrJDA Mon!la Rate Ma!udl)' MaturiiV Yield 

LTMEB!IDA I ~:!SIJOO I I S25t.l02 I 
Cash (S:'iiiA)I)i)) ($50,410.0) .()2< ($S0,410.0) -0.2< 

Mortg:age Loans ,!;!G,107 S'1<'o,IU7 O.lx I<JO $26,107 0.1x Van•ble 11:1 na na na 
C'at~ital Leases 1.033 1.033 no. 100 1.033 0.0. V3ri3bJe on na na 03 

Tot:lllttUtn Debt $27,140 $17,140 O.lx 517,140 D.h 
NetTot;;d lstUenDtbt (523,170) ($23,170) -O.Ix (Sl3,l70) ..0.1-.: 

Re\·olnr S?SO.lOl 5231.616 0.9lc 100 5231,616 0.9lc Vlllioble 2A7LPAI 11)10(>'2016 2470'Ao 2.470% 
5.25% Unsecure<l Noles due 2016 lhl.829 116.829 O.Sx l\l6 123,839 O.Sx Fi~d 52~11'(. 1 U'21l'2016 3.590'Ao 4.953% 
Total Uns<<orrd Debt $1,093,!169 $375,585 1.5x $150,979 I.Sx 
NetTotallhsec:wed Debt 51,043,559 $325,175 1.3• s1oo,s69 I I.Jxj 

S.2S% Series 6 Oass A Prererrcd 172~ 17l,SOO 0.7< 101.8 175,605 0.1x FN>d 5.2.~~~ 0313U2UI6 4.664% 5.157% 
4% Class D Prererred I.OliJ 1.000 00. 100 1000 0.0. FN:d ~.(iXY:'o 12131r.:ol3 3.999'Ao 4.000% 
TolaiDtbt 51,167,469 $54,,085 2.2• SJl6,584 l.lx 
NetTo1l11Dtbt 51.117,059 $498,1075 l.Oz $276,174 2.0. 

Cash $50,410.0 
Ret"ol\·er $950,000.0 
Drow ($231.616.0) 
Uquidity $7611,7?4.0 

• The Company is trading at 7.3x EV/LTM EBITDA, below its peer average of 10.3x. RONA is 
also projected to continue to trade at a discount to comparables, at 8.1x vs. lO.lx for 2012E and 
7.Ix vs. 9.lx for 2013E 

AD fipm:s iD CSOOO• -:quh·aJcm: sh..,rc price in CS ~lent 

Company Share Price Markel Cap 
Lowe'• Companies Inc. $35.08 $39.397.1 
The Home Depot, Inc. S63.69 $95).10.4 
Canadian T"ue Corp. Lid. $67.01 $5,488.9 
Lumbe~ liquidators Holdings, Inc. $53.74 $1,458.7 
KingfiShcrplc $4.46 $10,352.8 
Riche6eu Hardware Ltd. $33.75 $703.5 

Mean 
Median 

TEV 
$41,089 5 

$103,429.1 
$8,445.7 
$1,419.0 

$10,421.1 
S668.6 

Revenue 
$50,730.9 
$71,992.6 
511,395.6 

$771.! 
$16,906.4 

SS55J 

25,392 
14.151 

LTM 

EBITDA 
$5,619.7 
$9,050.4 
$1,163.2 

$76.9 
$1,499.0 

$70.6 

2,913 
1.331 

Margin 
11.1% 
12.6% 
10.2% 
IO.O'A. 
8.9% 

12.7% 

10.9% 
10.6% 

F'o'2011 
8.9lc 

12.Sx 
8.0x 

27.8x 
6.5x 
9.9x 

12.3x 
9.4x 

EVIEBITDA 

LTM CY2012 
8.4• 9.2x 

11.4x II.Ox 
7.3x 7.2x 

t8.4x 17.4x 
7.0. 6.6x 

9.Sx 9.4x 

IO.Jx 
8.9lc 

10.1x 
9.3x 

6,~ ............. J.:J.x ............. SJ~. 

C'o'2013 
8.6x 

IO.Jx 
6.9x 

142x 
S.9x 
8.8x 

9.1x 
8.7x 

7,lx: 
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4. Company Analysis 

• RONA is the largest Canadian retailer and distributor of hardware, home renovation and 
gardening products 

• The Company derives 45% of its sales from Quebec but also has a strong presence in Ontario 
and Western provinces (primarily Alberta) 

RONA 2011 Market Share RONA 2011 Sales by Region 

Note: Includes all RONA network sales 

Source: Company Fact Sheet. 

•RONA 

• Home Depot 

!J Lowe's 

• Canadian Tire 

•Independent 
Dealers • West • Ontario G Atlantic • Quebec 

• RONA's is more dependent on lower margin and cyclical Building Materials and Lumber than 
its peers 

RONA and Comparables Sales Mix 

100% • Plumbing, Kitchen and Electrical 

80% rn Paint and Flooring 

60% • Hardware, Seasonal and Other 

40% • Building Materials and Lumber 

20% 
~·::Home 

11 Automotive 
0% 

RONA HO LOW ere m Leisure 

Source: TD Equity Research, Company reports. 

• Accordingly, the Canadian housing backdrop is a key input for RONA. The company notes a 
significant portion of spending in the renovation, hardware and gardening sector is discretionary 
and therefore sensitive to economic conditions 

• The two charts below plot the Company's same-store sales growth against year-over-year 
Residential Investment (a GDP component including residential construction and renovation 
spending) and single-family housing starts 

o Same-store sales growth has a 0.69 correlation with Residential Investment and a 0.90 
correlation with single-family starts 
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o Residential Investment has overall been trending lower, and single-family starts have 
turned negative as a larger portion of residential construction is multi-family dwellings 
(condos) 

SSS Growth vs. Residential Investment SSS Growth vs. Single Family Starts 

20% 125% 15% 

10% 
r2 = 0.69 r2 = 0.90 

10% 75% 

25% 
5% 

0% 0% 
-25% 

-5% 
-75% -10% 

-10% 

-20% -125% -15% 
0'10'10'10'10000..-i..-i..-i.-tNNN 
0000.-t.-t.-t.-4.-f.-f.-f.-f..-i..-i.-t 
CJCJCJCJ(jcJcJcJ(jcJcJcJcJcJcJ 
.-fNMo;trlNMo;t.-iNMo;t.-iNrt'l 

-RONA Same Store Sales YoY -Single Family Starts YoY (LHS) 

-CAN Residential Investment -RONA Same Store Sales YoY 

Source: Compa11y Fili11gs, Bloomberg, Statistics Canada. 

Segment Detail 

Retail and Commercial 

• RONA employs a multi-banner, multi-format approach in its Retail and Commercial stores 

• Retail stores fall under the RONA and Reno-Depot banners in the Atlantic provinces, Quebec 
and Ontario, and under the RONA and TOTEM names in Western provinces 

o The TOTEM banner will be rolled into the RONA banner and be redesigned into 
Proximity stores as part ofthe 2012 Business Plan 

• RONA classifies its bannered stores in its retail and commercial segment along store type and 
· ownership format lines, as shown in the tables below 

o An additional-600 non-bannered stores are classified as distribution customers 

Store Type (as at Dec. 31, 2011) Ownership Format (as at Dec. 31, 2011) 

FY2011 FYZ010 FYZ009 II of Bannered Stores 

Number of Bann_ered Stares OWnership RONA's Typical RONA's Economic 

Type E~ulty lo Interest 
mou FY2010 FY2009 

. Part pat_ n 
Bi_g-Box 80 78 77 Distribution, retail 

Corporate >50% and commercial 295 271 233 

Proximity and Sp_eciallzed 179 151 138 sales 
Royalties on sales; 

Commercial and Franchised G-50% distribution and 19 2G 22 

Professional 55 62 40 
retail sales 

Affifiates{ 
Affiliates or Independent Independent G% Distribution sales 524 522 431 
Dealers 524 522 431 Dealers 

Total Bannered Store 
Count 838 813 686 Total 838 813 686 

Source: Company Filings. 
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• BigRbox stores 

o Typically range from 60,000 to 165,000 square feet in size and carry over 40,000 SKUs 
across hardware products, tools, building materials, gardening, paint, decoration and 
seasonal items 

o 62 are corporate stores and 18 are franchised 

o Under the 2012 Business Plan, 10 big box stores are to be closed with traffic diverted to 
25 new asRyetRunbuilt Proximity and Specialized stores, while an additional 13 will be 
repositioned as smaller Proximity stores with the extra space leased out 

Big-box Geog•·aphical Breakdown (as at Dec. 31, 2011)- 80 st01·es 

Source: CJBC equity research. 

o Given recent management comments that 60 stores are "very profitable", the 43 big-box 
stores in Quebec are believed to all be in that category 

• Most Ontario big-box stores are likely not profitable and several closures have 
already been announced as part of the 20 12R 13 Business Plan 

• Proximity and Specialized stores 

o Range from 5,000 to 60,000 square feet 

o 178 are corporate stores and I is franchised 

o Specialized stores are small to medium-sized neighborhood hardware stores, mostly 
serving customers in hardware, painting, interior decorating and seasonal products 

o Proximity stores are on the larger side and include renovation centres. They specialize in 
building materials and paint, while also offering a large selection of seasonal products . 
and basic merchandise 

o As part of the 2012 Business Plan, a new Proximity store format averaging 35,000 
square feet is being rolled out to 20% of the RONA retail network 

• Commercial and Professional stores (formed when RONA acquired Noble Trade in 2007) 

o Provide specialized plumbing and HV AC services and products to commercial and 
professional customers 
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o Operates under banners ofNoble (Ontario and Quebec), Don Park (Ontario), Boutiques 
Eaudace (Quebec), MPH Supply (British Columbia) and Better Bathrooms (British 
Columbia) 

o All 55 stores are corporate 

• Affiliated and Independent stores purchase a large part of their supplies from RONA 
distribution networks. The dealer-owners enter into a commercial agreement with RONA 
pursuant to which they must respect certain guidelines regarding marketing, advertising, image 
and purchasing loyalty · 

Distribution 

• RONA's distribution centres support its -800 bannered stores and approximately 600 non
bannered distribution clients 

o Stores are supplied by two sources: direct delivery from suppliers and delivery via 
RONA distribution centres 

• As shown in the table below, RONA's distribution network comprises 18 centres with nearly 
six million square feet of total capacity 

RONA Distribution Centres 

Commercial and 
(in thousands of square feet} Hardware Lumber Professional 

Boucherville, QC 926, 

Le Gardeur, QC 20 
Montreal, QC 44 

Terrebonne, QC 380 
Concord, ON 328 
Halton Hills, ON 590 
Kitchener, ON 250 
Winnipeg, MB 400 

Edmonton, AB 185 
Calgary, AB (5 centres) 780 
Calgary, AB (TOTEM Stores) 104 375 
Calgary (Palisser), AB 1,000 
Surrey, BC 463 

Langley, BC 120 
Total 2,840 2,613 512 

Source: Company Flling_s 
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Historical Financial Results 

Consolidated 

• As seen on the two graphs below, the Company's revenue increased marginally from $4,785M 
in 2007 to $4,805M in 2011 and LTM $4,858M, representing a 0.3% CAGR 

• Organic growth has been challenging for RONA: 

o Retail and Commercial sales have declined despite the acquisition of several smaller 
firms, primarily in its Commercial and Professional segment 

o Distribution sales only ·grew by l 0% even as RONA expanded its affiliate network from 
405 stores at year~end 2007 to over 1 ,000 bannered and non-bannered stores 

• EBITDA and margins have declined sharply over the same period due largely to soft consumer 
confidence, unfavourable economic conditions and increasing competition 

6,000 

5,000 

4,000 

3,000 

2,000 

1,000 

0 

450 
400 
350 
300 
250 
200 
150 
100 

50 
0 

o RONA's negative same-store sales growth has reduced its return on capital and 
increased its exposure to cost inflation 

o Company management has noted a 1% change in same-store sales growth translates to a 
l5bps change in EBITDA margin 

4,785 

Cf01 

400 

CY07 

2007- LTM Revenue Evolution (C$ millions) 

4,891 4,677 4,820 4,805 

Cf08 CY09 CflO CYll 

• Retail and Commercial • Distribution 

2007- LTM EBITDA Evolution (C$ millions) 

Cf08 CY09 CV10 CYll 

4,858 

LTM -Sep '12 

LTM -Sep '12 

9.50% 
9.00% 
8.50% 
8.00"~ 

7.50% 
7.00% 
6.50% 
6.00% 
5.50% 
5.00% 

-Retail and Commercial -Distribution -Margin (RHS) 
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Retail and Commercial 

Retail and Commercial: 2007- L TM Revenue Evolution (C$ millions) 

4,ooo ---3;689----··-· -- -- ... 3,7.42 .... -- ..... ----3;540 --- - -- ·· --3;6n··· ·· · -- ----3~591--- -·-· · ·········3;639-··- -- -· 1o.oo% 

3,500 8.75% 

3,000 7.50% 

2,500 6.25% 

2,000 5.00% 

1,500 3.75% 

1,000 2.50% 

500 

0 

1.25% ---+ 0.00% 
Cf07 CY08 Cf09 CY10 Cf11 LTM -Sep '12 

-Revenue -EBITDA ~D Margin (RHS) 

• As seen above, Retail & Commercial revenue fell from $3,689M in 2007 to $3,591 M in 2011 
and $3,639M LTM, representing a CAGR decline of0.6%. EBITDA and margins also fell, 
from $324M and 8.79% in 2007 to $206M and 5.75% in 2011 and $183M and 5.02% LTM 

• 2008 sales were positively affected by acquisitions made over the course of 2007 and 2008, as 
revenues fell 3% excluding the effect ofthose transactions. Declining consumer confidence and 
housing starts (particularly in Alberta) were a negative factor. 2008 EBITDA was negatively 
affected by pressure on same-store sales and by results of stores opened late in the year that had 
not yet reached full operational potential 

• 2009 revenues were negatively affected by a drop in same-store sales due to lower housing 
starts and weak consumer confidence. Sales of forest products and building materials were soft, 
while flooring, paint, plumbing and fixtures held firm as consumers undertook smaller 
renovation projects. EBITDA and margins declined correspondingly, though the improved 
product mix (away from Jower~margin building materials) was a mitigating factor 

• 2010's increase in revenues was driven by acquisitions, strong growth in Commercial and 
Professional sales, and new store openings- same-store sales were flat. 2010 EBITDA and 
margins decreased, due mainly to store start-up costs and acquisition of lower-margin 
businesses, although SG&A cost control helped offset some of those effects 

• 2011 revenues were negatively impacted by a 7.3% fall in same-store sales, almost entirely 
offset by acquisitions, new store openings and strong performance from the Commercial and 
Professional segment. Poor weather conditions, tightening consumer spending, the absence of 
2010's home renovation tax credit, and residential investment all contributed to the sharp 
decline in same~store sales. 2011 EBITDA and margins were negatively impacted by the drop 
in same-store sales as ~ell as acquisitions of lower-margin businesses 

• LTM revenues have been positively affected by sales from stores opened in 2011 as well as 
solid results from the Commercial and Professional division. LTM EBITDA and margins are 
lower due largely to start-up costs for Commercial and Professional stores 
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Distribution 

Distribution: 2007- LTM Revenue EYolution (CS millions) 

....... 1,198__ ___ .............. 1,213 ..... ·- - ·--- .. 1,219 _______ - -·- 8.00% 

1,000 6.40% 

750 4.80% 

500 3.20% 

250 1.60% 

0 
Cf07 CY08 CY09 CflO CYll LTM -Sep '12 

-Revenue - EBITDA "==Margin (RHS) 

• As seen above, Distribution segment revenue rose from $1,096M in 2007 to $1,213M in 2011 
and $1,219M LTM, representing a CAGR of2.5%. EBITDA and margins, however, fell from 
$76M and 6.92% in 2007 to $63M and 5.17% in 2011 and $69M and 5.62% LTM 

.- 2008 revenues were positively affected by recruitment of 31 new independent dealers, improved 
integration of other recent affiliate additions, and improved operational efficiency, also 
contributing to the $3M rise in EBITDA. 2008 EBITDA margins were negatively impacted by a 
higher mix of low-priced, lower-margin building materials 

• 2009 sales were adversely impacted by a decrease in same-store sales, particularly among those. 
affiliates with a high proportion of building materials, driven by weak consumer confidence and 
declining housing starts. 2009 EBITDA and margins were positively impacted by an improved 
product mix of hardware and fixtures, increased efficiency and reduced transportation costs 

• 2010 revenues rose due to the expansion of the affiliated dealer network, increased lumber sales 
and the acquisition ofTruServ·canada, which had 650,000 square feet of warehousing space 
and annual hardware distribution sales of$100 million. EBITDA and margins declined due to 
increased sales oflower-margin lumber and higher shipping costs · 

• 2011 revenues were positively affected by the recruitment of new dealers, expansion projects of 
existing dealers and higher loyalty rates, offset by lower same-store sales (though less 
pronounced than in corporate stores) and the Company's acquisition of some independent 
stores. 2011 EBITDA and margins were negatively affected by lower same-store sales as well 
as big~ inventory levels in the first part of the year, leading to higher warehousing expenses 

• LTM revenues and EBITDA increased due to higher same-store sales to affiliates, bucking the 
trend seen in the corporate stores, as well as increased efficiency leading to lower warehousing 
and shipping costs 
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5. Corporate Structure 

• Below are RONA's disclosed significant subsidiaries, all of which are wholly owned by the 
Company 

• More diligence is required to determine the exact structure and if additional subsidiaries exist 

r 
I 
I 
I 
I ._ _______ I 

Amalgamated Into 
4536631 Canada Inc. 
on Dec. 26, 2011 

Source:AIF 

r--------

Amalgamated Into 
4536631 canada Inc. 
on Dec. 28, 2009 

r 
r 
I 
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6. Operating Results and Capitalization Table 

• Recent operating results, capitalization and credit statistics are tabled below 
Opcntiug S"""""'Y (CSThCIIIIUidl) 

Solct 
Q:u;tofSab 
Adj.ntmmts fmNel\\tuk Support 
Un.usuaJheun 
Cronlll:v!tio 
SG&A 
EBRDA 
ll&A 
mrr 
lntcru:t E~nsc 
Net ....... (tbs•) 
c.piu>l &pond~ .... 

O,.,hliom(}pcr.!.tion• 
Cash from la.Ycsting 
Cosh 1lom Fmoncino 

Not~: 

(I( As ~<ported. 

Bsl"'"'Sb«<(CSThoanolh) 

4IUil 
Cash 
Tndc ;nd Other Rccch·;bb 
OthcrF"Manci:llAsschi (Cumml) 
O.m~t T.u;Assctl 
lnl'cn\01)' 

Prepoftl Bj>cnJCS 

Ot:m·atn·o f"mpci:ll rnstrum:nls 
Olhcrf"'m:mc~AsJds ('Noa-Cumnt) 
PP&E 
Non-Qirrenl AUCII Held (or Sale 
GoDIN ill 
ln1:angjblaAss:cts 
Otkr-Noll·O:nrul Juscls 
Dcrl:m:d Tm.Asscls 
Total Assets 

~ 
Currro• Upbffisj;t 
S..kOvadmll 
CulltJll Pcmion ofB:mli: Loans 
Tmdc .and Olhu Pri)·.abh:s 
Di-ridcnds i'o)•able 
C\urcnl T.ad.i::JbiliticJ 

lns1~11u on Lonc-Tcnn Debt 
TOIIII Currmt UabiliU"' 

r90r rmniBbjlj1ie, 
longTmnPcbt 
Olhct Noo-<llm:all.iobiiAioJ 
Plo\'isions 
Pcll=dT.,.u.baiim 
Totnl t...g Term Uobmd .. 

To1n1Uobllllla 
TotniOclll 
Non-Coatroflins: Interests 
Sk..-.hol....-sl'quity 
Totul Fqdty 

Nob:l: 

CrccftSt:Uistics (CS Thtulands) 

s.Jos Go"1h (YaY) 
Gon M~~~~:io I Salol 
SG&A/S.Ico 
EllnDA/Solcs 
EBITDA /lnLcJcsl 5q)entc 
(Totollkbt· Cosh)/ EBITDA 
(Tota!Pcbt· Cosh)/ (EBITDA ·Cape!<) 
Net Jnestme11t in Workin~t Cnpitd 

Noles 

Noles 

31.»cc-09 
S4.677)l? 

$4,677,]59 

5346,803 
Sltll.IGO 

S243,1>H 
$;!3,537 

SJ4!l.m 
5111.873 

mz.m 
($1<.1.7<7) 
SI09.m 

Jl~c:..09 

~1...19.2-'7 
Sl-ll<.lRI 

52,644 
~'2..-1~1 

S72:UIIU 
SJg,JJ4 

SII.IIH 
Sll27)l<3 
SJJ.I®I 

$4~5.'12 
Sl!<>.ll7 

sucv. 
$~1.&..'\0 

52,704,508 

SS.211 
$1(..,,7~ 

5432,749 

M30.-'52~ 

Sl7.Hl'J 
510;762 
S27.m 

SU9,I>IB 
5445,731 

m,76t 
51,742,119 
51,774.11!111 

NA 
NA 
NA' 
7.4% 
14.7>< 
0.6:< 
0.9!< 

$564.2-17 

31-llc<-10 
$-1,819~1? 
$3,447,763 

SI111.UlU 

$1,180,871 
su44.m 

5336,318 
Slllll.71R 

5227,600 
$2-1,()(,1 

Sl4l.ll21 
$11>1.924 

Sl!\8,1112 
($11:!,.1~) 

(!>1\9.22:1 

Jt.Or-c-tD 

SW5 •. .u,7 
Sl7.ti5~ 

91.(>14 

SRI<.\,11-14 
Sll\.474 

S5:?9.ll'-" 
$11&,223 

SJ.:w; 
s-11.7~ 

Sl,9ll,620 

51.9-IJ 
Sls.J,ICJ; 

~V.IIO 

SJ.J7'J 
~IJ6J 
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7. Liquidation Analysis 

• In a liquidation scenario, lenders would receive the following recoveries: 

o 1st Lien lenders would recover 100% 

o Unsecured lenders would recover 98-1 00% 

o Preferred shareholders would recover 0-100% 

o Equity holders would lose 90-1 00% 
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8. Waterfall Analysis 

• As seen below, based on a valuation multiple of 7x- 9x, lenders would receive the following 
recoveries: 

o 1st Lien lenders would recover 100% 

o Unsecured lenders would recover 100% 

o Preferred shareholders would recover 100% 
o Equity holders would recover 91-129% of current market value 

RONA Inc. 
Waterfall Analysis 
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9. Capital Structure Summary 
Unsecured credit facility (renewed and increased on December 23, 2011) 

• C$950M revolving facility ($232M drawn as of September 30, 2012) 

o No pricing available 

• Interest rate determined by base interest rate plus an applicable margin which is determined 
by a ratings and leverage grid 

o The applicable margin and base rate are not available or disclosed 

o The weighted average interest rate in 2011 on the revolving credit was 2.2%, with the 
year-end rate at 2.47% 

• Maturity date of October 6, 2016 

• Covenants are not disclosed; however, the Company states that it is in compliance 

• Ranks equally with RONA's unsecured debentures due 2016 

• Syndicate led by NBF, BMO, Desjardins and BNS, with NBF as administrative agent 

Unsecured Debentures (issued in October 2006) 

• C$116.8M outstanding (of$400M issued) 

o Company had repurchased $283.2M via Dutch Auction in 2011 at 102% of par 

o Currently offered at~ 106% of par; -3.60% yield-to-maturity 

• Issuer: RONA Inc. 

• Interest Rate: 5.40% payable semi-annually 

• Maturity Date: October 20, 2016 

• Make-whole price: GoC +124bps 

• Rank: Direct unsecured obligations of RONA Inc., ranking equally and pari passu with all 
other unsecured and unsubordinated indebtedness 

• Key covenants: 

o Limitation on Mergers, Consolidations and Sales of Assets 

o Negative Pledge 

• Events of Default: 

o Failure to pay principal or premium within 3 business days when due 

o Failure to pay interest within 30 days when due 

o Failure to observe covenants 

o Defaulting on any indebtedness in excess of the greater of $25M or 2% of 
shareholders' equity 
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• Guaranteed by (Initial Guarantors): Cashway Building Centres Ltd., 4246543 Canada Inc., 
3641406 Canada Inc., 3641414 Canada Inc., 3510441 Canada Inc., 4152760 Canada Inc., 
220 Real Estate Limited Partnership, 4246551 Canada Inc., 220 Financial Limited 
Partnership, 4246560 Canada Inc., RONA Corporation, RONA Ontario Inc., RONA Revy 
Inc., Reno-Depot Inc., Totem Building Supplies Ltd. and 4338553 Canada Inc. 

Series 6 Class A Preferred (issued in February 2011) 

• C$172.5M of$25 par shares (6.9M shares) 

• Dividend rate: 5.25% per annum, payable quarterly, as and when declared 

o Cumulative 

• Redemption I rate reset dates: March 31, 2016 and every five years thereafter 

o Rate reset: 5-year GoC +265bps 

• Conversion right: On each rate reset date, holders have the right to convert the Series 6 Class 
A Preferred Shares into Cumulative Floating Rate Series 7 ClassA Preferred Shares 

• Rank: Equally with the Class A Preferred Shares of all other series, and ahead of any Class 
B, Class C and Class D preferred shares 

Class D Preferred (issued in February 2011) 

• C$1 M of zero-par shares 

• Dividend rate: 4% ftxed and cumulative 

• Issued in 2002 to ITM Enterprises, a major French-based distribution company, as part of a 
strategic purchase alliance 

• RONA is obliged to redeem $1M annually; final redemption date is December 2, 2012 

• Rank: Subordinated to Class A, Class B, Class C and Class D Preferred Shares 
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10. Summary I Issues I Next Steps 
Summary 

• The macroeconomic environment is challenging but cannot explain all of RONA's 
difficulties, nor their duration 

o RONA has not participated in the same-store growth or multiple expansion of its 
peers over the past three years 

o Revenues have stagnated, margins have shrunk and return on capital has diminished, 
while comparables have grown their businesses and maintained or improved 
efficiency 

• The 2012-13 Business Plan, while correctly acknowledging current industry conditions, 
carries significant execution risk and may not maximize value for the Company 

o Shareholders' incentives are not aligned with those of Management, which owns less 
than 0.2% of RONA's equity 

• RONA has two options: Pursue a sale of some or all of its stores, or implement a more 
impactful medium-term strategic plan that will return the Company much closer to its peak 
profitability 

• As discussed above, a short/medium term operational restructuring to right-size working 
capital and bring EBITDA margins back into line with historical levels would generate 
significant equity value 

Issues 

• Any further developments regarding a sale of or activist approach toward RONA is likely to 
be met with heavy scrutiny by the Quebec and perhaps even Canadian governments 

o The government can attempt to block a transaction through legislation/executive 
action, or through the CDP's ownership stake in RONA 

o Assurance that RONA's distribution/dealer network and product sourcing (80%+ of 
RONA's suppliers are Canadian) will be left mostly intact may help facilitate a 
transaction, but also limiting 

• The Company is highly leveraged to the Canadian housing market and macroeconomic 
backdrop 

o Catalyst must develop a clear view and outlook on the Canadian economy, and assess 
the potential impact on RONA 

Next Steps 

• Catalyst should consider building a toehold position in RONA's equity and then reach out to 
other key shareholders who have .expressed their desire to see major change at RONA 
(Invesco, lA Michael/ABC Funds), as well as the CDP 

• Catalyst can pitch its restructuring expertise as a key to unlocking significant value for 
shareholders 
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• If Catalyst can bring CDP on board, CDP should be able to deliver i) the Board of Directors 
(current CEO was previously a senior investment official at CDP); and ii) provide political 
cover with the Quebec government 

• Partnering with CDP may also allow Catalyst to build consensus for an LBO of RONA, 
which would materially improve investment returns 

o Consideration must be given to RONA's independent dealers, who collectively own 
-10% of the equity 

• A take-private bid would likely induce a topping bid from Lowe's -especially if Catalyst 
bids below Lowe's initial $14.50/share offer -providing liquidity and the opportunity to 
exit at an attractive IRR 
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Catalyst Capital Group (For Internal Discussion Purposes Only) 
CONFIDENTIAL- INITIAL REVIEW 

ARCAN RESOURCES LTD. (TICKER:ARN) JAN.2014 

All figures in C$ unless otherwise noted. Arcan Resources Ltd. referred to as "Arcan" or the 
"Company". 

1. Executive Summary 
Company Overview 

• Arcan Resources Ltd. is an oil-focused exploration, development and production ("E&P") 
company with primary operations at the Swan Hills complex in Western Alberta, part of the 
Western Canadian Sedimentary Basin ("WCSB") 

o 3,726 boeld produced in Q3 2013, versus 4,503 boeld in FY 2012 and an expected 
-4,000 boeld for FY 2013 

o Total 2P reserves of 38.7Mmbbls, of which 11.4Mmbls (29.5%) are proved developed 
producing ("PDP"), 0.7Mmbbls (0.8%) are proved developed non-producing, 
11.7Mmbbls (30.2%) are proved undeveloped and 15.3Mmbls (39.5%) are probable 

• The Company generated revenue and EBITDA of$130.0MM and of$57.7MM (44.4% 
margin) for the 12 months ended September 3 0, 2013 

Investment Thesis 

• Arcan is highly levered, with $324MM of net debt and $58MM ofEBITDA (5.6x at face; 
4.2x creation value through the convertible notes and 4.8x through the equity) 

o $157MM revolving credit facility 

o $86MM 6.25% subordinated convertible notes due 2016 ($51 I 42.3% YTM) 

o $85MM 6.50% subordinated convertible notes due 2018 ($51 I 23.9% YTM) 
Pricin11 Mltri• (C$ Thou.unds) as oiOJ/05/14 
A~:m Rc:so~recs Inc. 
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6.50% Conveniblc due 20J8 
Total Delli 
Net Total Debt 

Cuh $4,053.0 
Revolver $200.000.0 
Dr.~w ($157.000.0) 
Uquidity $47,058.0 

Note-5: 

~"7.7on lm.100 I 
{$-l.tiol:'!fl) ($4,0.18.0) ~.lx ($4,0.13.0) -O.lx 

SlOO.IXJO 5157,000 2.7x 100.0 $157000 2.7x Li-3.5~~ 3.7511', 05/21!121114 J.7.S% 3.75% 
$200,000 $157,000 .2.7s SU?,OOO 1.7ll 
Sl,~,94l Sl5l,942 2.7. SIS2,94J 1.7• 

llf>.:!SO &6,250 1.5., lLO 4.3,988 0.8x 625% 6.!5% 0212X/2016 41.99% 1225% 
-·-·- -·-··!S"~--· ·--·- &5,000 ____ _lli._,,_l.l,Q_ .. _, __ ~·-· _ ••. J!&!! ___ ~<_tl'V .... ___ tyl)".1_ ___ .~~!!.lQ~~ .. -.~~. - 117~1'!!. 

SJ71,2SO 5328,250 5.7x 5244,338 4.b 
SJ67,192 5324,192 S.6x 5240,280 ~ 

:1) Pro~forrm foc$7.SMM oforo~ceds from ulc ofVwinl3. Hills asset. 
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• The Company currently generates debt-adjusted cash flow (unlevered operating cash flow) of 
$60MM per year before capex, which is almost entirely discretionary and tied to drilling and 
exploration 

o Even with its significant debt and interest burden, the Company is producing operating 
cash flow of $40MM-$45MM; however, its current capex program calls for spend equal 
to OCF generation 

• Arcan currently trades at a significant discount to its peer average on all key valuation 
metrics: 

o 4.8x EBITDA vs. l3.8x average 

o 11.9x proven reserves vs. 40.9x average 

o 7.2x 2P reserves vs. 22.5x average 

o $74,468 per boe/d of production vs. $111,969 average 

• A blowdown model indicates potential upside of -2x on the notes but -50% downside in a 
wide potential valuation range 

• Given the Company's relatively low level of secured debt and ample balance sheet asset 
value, Catalyst can also consider approaching Company management on a cooperative basis 
to explore opportunities to provide longer-term capital to better suit its growth profile 

• As a next step, Catalyst should engage industry consultants to ascertain asset quality and 
narrow the potential valuation range to ensure ample collateral value 
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2. Business Description 
Company Overview 

• Arcan Resources Ltd. is an oil-focused exploration, development and production ("E&P") 
company with primary operations at the Swan Hills complex in Western Alberta, part of the 
Western Canadian Sedimentary Basin ("WCSB") 

o 3,726 boe/d produced in Q3 2013, versus 4,503 boe/d in FY 2012 and an expected 
-4,000 boe/d for FY 2013 

o Total 2P reserves of 38.7 million barrels of oil ("Mmbbls"), of which 11.4Mmbls 
(29.5%) are proved developed producing ("PDP"), 0.7Mmbbls (0.8%) are proved 
developed non-producing, ll.7Mmbbls (30.2%) are proved undeveloped and 15.3Mmbls 
(39.5%) are probable 

• At current production levels, equates to a IP reserve life ("RLI") of -16 years and 2P 
life of27 years, above peer average RLis of 14.1 and 23.3 years 

o Over 95% of Arcan's resource base and production is light sweet crude oil with a gravity 
of 3 7-42° API (comparable to WTI and Brent benchmarks, which have gravities of 39.6° 
and 38.06° respectively) 

• The Company generated revenue and EBITDA of $130.0MM and of $57.7MM (44.4% 
margin) for the 12 months ended September 30, 2013 

Histol"ical Performance (2009- LTM) 

160,000 44.4% 50% 

140,000 45% 

40% 
120,000 

35% 

"' 100,000 = 30% 
= = 80,000 (,1') 25% 
u 

60,000 20% 

15% 
40,000 

1 00/o 
20,000 5% 

0 0% 
2009 2010 2011 2012 LTM 

-Revenue -EBITDA ~~EBITDA% 

Source: Company filings, 

Resource Overview 

• The entire Swan Hills complex was discovered in 1957 and is estimated to hold original oil 
in place ("OOIP") of 7 billion barrels, of 2.4 billion barrels have been recovered to date, 
representing a recovery factor of 30% 

o Secondary recovery techniques, such as waterflooding (injecting water into already
producing wells to boost pressure and, consequently, production), have proven to 
increase total recovery to 40% in the complex while flattening out natural decline curves 

4 

186 



I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

• Arcan's Swan Hill landholdings have an estimated 700 million barrels ("Mmbbls") of OOIP 
with similar recovery rates (30-40%) as the broader Swan Hill complex 

• To date, approximately 17.5Mmbbls have been recovered from Arcan's properties, 
representing a 2.5% recovery rate 

o Therefore, there remains an additional 190-260Mmbbls of ultimately recoverable oil 
within Arcan's landholdings -

• Arcan leads its industry peers in terms of horizontal drilling activity ("Hz" == horizontal well) 
in the eastern flank of the Swan Hills play with approximately 60 wells currently pumping oil 

• The map below shows landholdings and well sites in the Swan Hills area 

• Arcan, highlighted in yellow on the map, holds a mostly contiguous land position of 90,000 
prospective acres (approx. 140 sections; 640 acres= 1 section), with production concentrated 
at the Deer Mountain 2- which is currently being marketed in a sale process (see Situation 
Overview) -and Ethel locations 

o The Company has the second-largest land position in Swan Hills, aside from Crescent 
Point (CPO), and has been the most active horizontal driller in the area since 2009 with 
over 60 wells drilled compared to 30 for Pengrowth, the second-most active 

• Crescent Point and PetroBakken (PBN, now Lightstream), which also owns land in 
the Swan Hills area, are large shareholders of Arcan, with 19% and 17%, 
respectively, Arcan a potential takeover play for consolidation in the area 
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Resource Economics 

• Catalyst has modeled out the economics of a new Swan Hills oil well based on different 30~ 
day initial production ("IP") rates of220 bblld, 180 bblld and 150 bbl/d 

o Sensitivity tables based on oil prices, initial production and drilling and completion 
("D&C") costs are shown on the following page 

o Decline rates for Arcan's wells are very high, with 1-year declines ranging from 50-70% 
of the 30-day IP rate (i.e. a well with a 30~day IP rate of220 bbl/d is expected to produce 
only 66-110 bbl/d after 1-year) 

o Variable operating costs of $12.50/bbl assumed, with $8,000 monthly fixed costs, 
equating to total per barrel operating costs of $15.00-$15.50 

o Catalyst has assumed no waterflooding in its analysis below, which would approximately 
double expected total recovery and stabilize production at a cost of $1.0MM-$1.5MM, 
-25% that of a new well 

• Arcan's current D&C cost is approximately $4.5MM per well; however, this figure had been 
as high as $6MM in the past 

• IRRs assuming a $4.5MM D&C cost and $90/bbl received oil price range from 17.1% to 
60.4% on a pre-tax basis 

o Breakevens at a 15% discount rate range from $65-$90/bbl at 220-150 bbl/d 30-day IP 
rates, with higher oil prices required at lower production rates 

• Note that while Catalyst's analysis approximates information in the Company's reports 
and investor presentations, it represents reverse engineering with potential for error. 
To refine its analysis, Catalyst would require Arcan's type curves which is private 
information 
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:'-lc\\ \\ell F..conomics- 220 b!JI/d 30-<~n initial >roduction 

Flat Oil Price ($/bbl) 

$60 $75 $90 $105 $120 
$4,000,000 18.1% 46.0% 79.7% 122.0% 176.6% 
$4,250,000 13.7% 39.2% 69.2% 106.0% 152.5% 
$4,500,000 9.90/o 33.4% 60.4% 93.0% 133.2% 
$4,750,000 6.6% 28.3% 53.0% 82.1% 117.4% 

$5,000,000L-__;3~ . .::;6~:..:o~--....:2:::3::.:.9:....:~.::.o ___ _:.46:::.6.::;%:..:o~---=7=2.:.::.9..:..%::...._ __ _:1c:::04..:.:.:..:.4°.:;Yo:__....J 

Note: Assumes 220 bbVd 30-day initial production, $8,000/mth ftxed costs and $12.50/bbl operating costs. 

New Well Economics- 180 bbl/d30-d1Y initial roduction 

Flat Oil Price ($/bbl) 

$60 $75 $90 $105 $120 
$4,000,000 3.1% 24.00/o 47.4% 74.8% 107.6% 
$4,250,000 -0.2% 19.2% 40.4% 64.8% 93.5% 
$4,500,000 -3.1% 14.90/o 34.4% 56.4% 81.9% 
$4,750,000 -5.7% 11.2% 29.3% 49.3% 72.2% 
$5,000,000~..-___;·8::..:.00::..:*..:.o ___ .:8;::.0:..:..o/c:...o ___ 2=.4;,.:;.8::..:o/c.::.o ___ 4;::3:..::.2::..:o/c.::.o ___ 64;..:.:.:.0Cl:..:.Vc.:..o ___. 

Note: Assumes 180 bbVd 30-day initial production, $8,000/mth ftxed costs and $12.50/bbl operating costs. 

Ncn Well Economics -150 bblldJO-d1y initial >roduction 

Flat Oil Price ($/bbl) 

$60 $75 $90 $105 $120 

= ~~ 
:f ~ ~ 
·- 0.. 0 = s u .. 0 cu 

$4,000,000 -8.0% 8.9% 26.7% 46.3% 68.8% 
$4,250,000 -10.6% 5.1% 21.5% 39.4% 59.4% 
$4,500,000 -13.0% 1.8% 17.1% 33.4% 51.5% 
$4,750,000 -15.1% -1.1% 13.2% 28.3% 44.8% 
$5,000,000 ,__........;-1;.;;.7.;;.;.0Cl;.;;.*,;;.,o ___ -..;;,3,;,;,.7..;...% ___ ___;,9,;;,;.7..;.%,;;.,o ___ ..;;;23;;;..·;.;;.8..;...%'--_-...;3;.;;.9..;.;.0'-'-o/t.;..o _ _. 

Note: Assumes I SO bbVd 30--day initial production, $8,000/mth f'txed costs and $12.50/bbl operating costs. 
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3. Situation Overview 
Asset Sales 

• Since 2012, the Company has been engaged in the marketing and sale of several of its "non
core" properties to reduce leverage and provide liquidity ahead of the Feb. 2016 maturity of 
its $86.25MM 6.25% convertible notes 

o In July 2012, Arcan sold its assets in the Hamburg area of Northern Alberta for 
$12.1MM, a valuation of approximately $51,000 per boe/d based on 237 boe/d of 
production (89% oil) 

o In August 2012, Arcan sold approximately 10 sections (6,400 acres) of undeveloped land 
in the Virginia Hills area for $7 .OMM, a valuation of approximately $1,1 00/acre 

• On September 24, 2013, Arcan announced its intent to divest four of its oil assets (listed 
below), including Deer Mountain #2, its second-most productive asset with 926 boe/d, 1 P 
reserves of 6.6Mmbbl and 2P reserves of 8.8Mmbbl 

o RBC Rundle is leading the sales process. Mark McMurray and Darrell Law in Calgary 
are the managing directors on the file 

Resotves 
WIPn>duCIIon Financlid 

1P 2P IIPV@1C$ 
Ass<!! 

011 NGl. Gas Tot>l NOI 0pc!)C Nolllad<' Oii/NGL Gas Totlll OliNGL Gas Ta1al 1P 2P 

btiVd rnd/d boo/d MM$ $l1>oe Slbao mbbl mmcf mboe mblll mmd """"' IM1S MM$ 

g.., Mounlail Unil No. 2 aro 196 926 13.0 20.67 37.34 6.263 1,744 6.553 8.4l7 2~~3 8,829 116.3 139.8 

Occr Mountph Non-Unit 181 n 193 2.4 4.82 00.14 121 90 138 187 142 211 4.5 6.1 

Deor Moun1an Wut 195 37 201 4.4 7.19 73.23 GoiO 161 007 976 248 1.017 14.9 23.0 

Vuginiatilla 102 162 42 10.57 46.00 234 71 246 511 ISS 537 6.3 9.8 
·--·- , ..... 

· .. 7,8ll2 :10.112 2,89& .: 10,595 Total .• 1,431 307 :· 1."12 23.8 11l32 """" 7,251 2,0M 142.0 178.8 
····--· . ····· '·-"·····- .... -. --······-·· ···-- .... ·-·-···· ~- ...... -.- ..... ... .. ····· ...... ., .. . 

Nate. F\odur-bGn not .June 2013; bwiei.)ls rr~t .tnnu.-.h:.cd v.a~ •'d 'flO J.JN! 2013 from~ la.11e ~J4!itls; -s.Uttcnft..U: 
~f'lcs s:fonr.mir.lfl ralf\-,.cm a r:-ud-Y\'.nurrJatf!(.'flcctrw Jury 1,7013 as rr.rGU F\UtleumConsutll'nB CGU"J 

• On December 16, 2013, Arcan announced the sale of the Virginia Hills asset for proceeds of 
$7.5MM. This implies a value of$46,300 boe/d, 30.5x IP reserves and 14.0x 2P reserves 

o Price paid represented a 19% premium to IP reserves value of $6.3MM and a 24% 
discount to 2P reserves value of $9.8MM 

o Production-based valuation of $46,300 per boe/d is a large discount to Arcan's total 
$74,468 valuation; however, both reserves-based valuations represent 2x-3x premia 

• Based on these metrics, the remaining assets could transact at $61MM (at $46,300 boe/d) to 
$162MM (19% premium to IP value) 

o Achieving book value of $135.7MM-$169.0MM would require transaction metrics well 
above Arcan's TEV, with -$100MM the threshold for accretive value 

Book Yalue pfRermining Assets for Sale C$MMl 
IPNA\1 135.7 
2PNAV !69.0 

Assumed Sale Value (SMM) 60.0 85.0 110.0 m.o 160.0 185.0 

~Dis: l!l!lllkd Vak•~tjon 
boeld $45,455 $64,394 $83,333 $102,273 Slil,212 $140,152 
!P 8.2>< 11.6x IS. Ox 18.4x 2!.8x 25.1x 
2P 6.0x B.Sx 10.9x !3.4x 15.9x !8.4x 

l!.W!n Ma!Ke! Yal!!atiQD 
boe/d $74,468 
IP 11.9x 
2P 7.2>< 
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• Given the remaining assets have now been on the market for over 3 months, it seems unlikely 
the Company has fielded (or will field) any attractive/value-add offers 

• Catalyst believes that at the present juncture, continuing the sales process is harmful to the 
Company as it is likely to culminate in a value-neutral (or destroying) transaction while 
narrowing Arcan's asset base and scale 

Stakeholder Dynamics 

• Arcan has a concentrated equity investor base - with 19% and 17%, respectively, only 
Crescent Point and Lightstream, both strategic players with a presence in Arcan's resource 
area, own more than 3% of the Company's stock 

o Neither Crescent Point nor Lightstream have a representative on the Board of Directors, 
nor have either asked for a seat on the Board 

o Arcan has entered into a 7-well farm-out agreement with Lightstream, effectively trading 
production for development dollars - Lightstream pays Arcan up-front for a certain 
interest in the wells, thereby alleviating the capital intensity of drilling. Catalyst requires 
additional detail on this arrangement 

• Potential for further joint ventures with Lightstream and initiation of N s with 
Crescent Point to monetize assets and/or reduce capital intensity 

• There are few publicly listed holders of the Company's two convertible notes, implying large 
hedge fund or retail ownership. Only three firms are listed as owning more than 2% of the 
combined issuance: 

o Middlefield Securities, an investment fund manager, owns 6.05% of the convertible notes 

o Horizon Kinetics, a U.S. based boutique investment manager, owns 5.04% 

o Mackenzie Financial owns 2.34% 

• A holder list for the revolving $190MM credit facility is unavailable; however, the lender 
syndicate is as below: 

o Alberta Treasury Branches (Administrative Agent) - $50MM commitment (excl. 
$1 OMM operating facility commitment) 

o National Bank ofCanada- $50MM commitment 

o Bank of Nova Scotia- $30MM commitment 

o CffiC- $30MM commitment 

o Royal Bank of Canada - $30MM commitment 
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4. Pricing Matrix and Comparables 

• Arcan has a total of $324.2MM of net debt outstanding as of 9/30/2013 (pro-forma the $7.5MM Virginia Hills sale), resulting in 
5.6x leverage at face value and 4.2x leverage at market value 

o A buyer of the convertible notes would be creating the Company at a near 50% discount to peer valuations in a restructuring 
while earning a cash yield of 12.3%-12.8% and yield to maturity of23.9-42.0% under continuing performance 

• Even if the notes are unable to be refjnanced at maturity, two full years of cash coupons would reduce a buyer's basis to 
-35-40% of par versus low-case going concern valuations of 42% of par (see Waterfall Analysis) 

o $157MM drawn on a $200MM credit facility, and $171MM issued under two pari passu subordinated convertible bonds 

• Liquidity appears ample, with $47MM remaining under the credit facility, in addition to the -$40MM of cash from operations 
generated by Arcan 

o The Company's $200MM credit facility (79% drawn) matures in May 2014; however, the lenders, led by the Alberta Treasury, 
have taken a soft approach 'in the past: they have waived defaults ofthe lone covenant (a l.Ox working capital test) and also 
extended the facility in May 2013 when leverage was equally high 

Pricing Matrix(C$ Thousands)as ofOl/05/14 
An:an Rcsoun:cs Inc. 

nook '1-brkct lmJllicd 
fncc Drav..n ns of xLT\1 Tr:uling \-farket !\t1j. xLT:\r lnfcrcsi Interest Yield to Current 

Sec uri!) 'loto \ ulue 9/30/J 3 EBITIH l'l'icc \ aluc Blfil),\ il-lor~in Rate ,\lnrurity \latudh '1-icld 

LTMEBITDA $57.?[1() 

Cash (S.IJJ58Jii ($4,058.0) -OJx 

Rcvolvina Credit FaoiliiV $200.000 $157000 2.7x 100.0 
Toblllst Uen Debt $200,000 $157,000 2.7x 
Net Tolal h t Uen Debt $195,942 $152,942 2.7x 

6.25% Convertible due 2016 86.250 86,250 l.Sx S 1.0 
6.50"A. Convertible due 2018 85,000 85,000 1.5K .5.1_,0 :r.;-bl-»-;it·----------- --·- ··--------s37i;isri· ------ S:12ii;is-o········-- · ·s:7-;,--· · 
Net Total Debt $367,192 $324,192 S.6x 

Cash 
Revolver 
Draw 

Uquidiry 

Notes: 

$4,058.0 
$200,000.0 

($157,000.0) 
$47,058.0 

II[) Pro-fonna for S7.SMM oforocccds from sale ofVIIl!inia Hills asset. 

I ss1,1oo 
($4,058.0) .Q.Ix 

$157000 2.7x L+3.5% 3.75% OSI2!t'2014 3.75".4. 3. 75% 
SIS7,000 2.7x 
5152,942 2.7x 

43,988 O.Sx 6.25% 6.25% 02!28.'2016 41.99% 12.2S% 

. _43,~~Q ___ . .. (1._8\' •..• _6.,~.~~---- . _6,50% ·----~OJ~I_@!L.~"~ !~?~(o_ 
$244,338 4.2x 
$140,180 I 4.zx I 
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• Arcan trades at a discount to peers ranging from 33% (based on most recent quarter's production) to 71% (based on lP reserves) 

Lone PiDe Resources Inc. 
c ble c . Analy • II II, 

Proven PrQ\~n.. D:ulv n 
l..-1:\ol ll'l UUID\ H(.'~CY\\'~ PfOblll:li..' 

01
"0il& P.-mtm·;wtl l.:VJI'nn<'n E\/~P Pruducl~tHI ~-~ 

Com(l:IR\ Sh.tn.• Pr1cc 1\l:.lr~£'f Cnp I EV R('\~llm.~ ~Jln·n~ ;\L'\rJ!in (Mbbls) (~lbbl~) 1\'Gl...s lX>r/d Hc\<.'I"Ws Rf:>rnc:; E\ · (hul'•d) I I Vl 

JUDior E&P Pe<rs . . .. ··- ----·. 

Argt."flt Enef'@y Trust $8.01 S<l80.0 SSSll S997 S<ll5 47.7% 17,731 32,333 70.~·· 5,407 32.8x IS.Ox $107.~~- ...... 1.~~-

Don_ny~m~ r~~"Tl\Y 1'.1'· S2.26 $1(1) > SSlS S';l Sl\> 27.3% 2.~ 10.700 SltJ?.~~ 498 29.lx 7.7x --~l§)!tl. .......... 42.6x_ .. 

Longview Oil Corp S<l.73 ~~22.0 $3.\7.4 Sl.!2.~ Slll (- 50.2% 21,39::: J8.2C\3 80.~·. 5,859 IS.Bx 8.8x $57.?~ s~. 

l\l~n-~tok Energy liH: S!J7 $11>1.3 $168.2 SSo.3 s:!a9 51.3% 3,029 14.862 50.~·. 3,819 20.9x 11.3• S44,11_37 ···---~~ 

Painted ron)' Petroleum IJJ S/~.85 S6QS.~I $595 . .2 S'll.3 S<l3~ 47.7% 42,978 191.14.l IS.~~ 8,925 IJ.S.. 3.1x ~~-- Q:?.~. 

Pi11~crcs1 Enersy In~. $0.42 SOO.l S:;:Q5 I $11)(,,4 Sb-1.9 61.{1'/o 9,476 16;41 99.~10 2,804 21.6x 12.6x -~_._11~ .• ....... ,.},~. 

~~;;ing Ri\·cr ~'i~fonation l11c S641 Sl,O'J:\l SI.IOU $1.18.0 $98.3 71.3% 11.544 17,11>1 95~·; 5.495 9S.4x 64.2x ~~.4.!~- ... !!~ ... 

TORCOil& Gos Ltd $1(1.21! $937(· $1,027.2 S'?5-.2 $6.)2 66.4% 10,!'~ 18.920 81.~·. 5,706 97.6x 54.3x .. ~!I!Q.~-- ..... ..!~~-

Mean S8.9o/o 68.1% 4,814 40.9x 22.Sx $111,969 13.S. 

Mcdi<.m 50.7% 75.0'/o 5451 2S.3x 12.0x $'10400 11.7• 

r·o-···-~---------·---------···--··---·· ............ _ .................... , .................. ··- ... ·- ......................... -....... ·-· ........ ---· ....... ·-·-···---------·-··--·- ............ ·---·------·-. ----·-·---··~------:----····--------~- . 
~.!9M.!<~\!.'$~.H! ............... ---~Js. . . • _ !>P.L ....... _;m,~ ...... _S.J3_0,0.. . ..... s~p_ ...... - .. "~% ........ ~.!~0 _______ 3;8.7!~.. -·-- -~-CI'(o ... },~-~---~-..!J,~--- -~--1~--~-' 
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5. Corporate Structure 

• Catalyst requires additional detail on Arcan's corporate structure; however, it believes the 
structure comprises solely of Arcan Resources Ltd. and its wholly owned subsidiary Stimsol 
Canada Inc., which blends and provides acid for Arcan to use in its well-stimulation activity 
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6. Operating Results and Capitalization Table 

• Recent operating results, capitalization and credit statistics are tabled below. 
O['lt'lliJJJ(! Sunun:tn (( $ I hOU\<J.IIthJ lf\1 _3 "OH!h~ fm __ ting. 

\1)((~ 31 HN-111 .\1-0,·r II Jl Dcr 1.:! lu.sq .. l' \1 IKe 1.:! JJ. \Jnr-1.~ .Hl.Jun-l.l JO·"<'VU 
Pctrolcumttnd Natur.slChs Rcvcnua $55,515 SIW,!K>\1 $133,579 $125.898 i :1211.874 ~1.200 532,507 $33,317 
RDyaltic1 ($14,704) ($19.51~) <SlO.mJ ($22,66&) ! (S.I.'IliS) CSS.03:<) (S<\.473) ($6.377) 
Pumpiur: and Stimubtion Sctviccs Revenue - S-'.220 S6.42ll $1.082 ~ 51.~96 S9ll7 ~779 SilO 
NetRc:wrnu: $40,871 $88,671 5119,134 $107,311 I $15,!185 $17,154 $26,813 $17,360 
PmductioD :and Operating E.pensc.s SII.IIO 526,718 S3J.Il9\l $26,110 

i 
~7.().12 $(J..46J S(d:JS S6,470 

Cost ofSak:s for Pumping and Stimubtion Services SJ,I&.< ~9JlK I $8,9IS $3,7.<7 SI.'J37 S21J'J9 SI.J:!l 
Geneml and Administmtivc E\llenscs SI0522 510.0:!5 $21.97~ $14.587 ! $6.78~ S2.097 $2.1109 $J8~j 

ED riD A $19,239 $38,683 $54,831 ' $57,700 $8,400 516,657 $15,770 $16,873 

Ncclnc:omc (i.Du) (S7.11R) !S77~l (~9:1-1) ($6,530) i 
(52.'11'•61 SJ.fi.'H ($1,6221 ! 

Cosh lntcn:st E'I'OIUC ($l.W) ($.~.2)3) (~1~.'19~) ($18,303) i ($.071) ($4.840) (S4.611) (SI,4~11 

Capital B;tcnditun:s ($148,)35) ($2~0.414) ($1SI.K81) (SSI,IlOS) i tSI7.~3i ($21.~~3) (51<.~) (57)511 

Cuh from Opcr:ations SJ9,1>:10 SI4.8H9 ~4.11116 I $38,723 f $$,'J$2 Sll,lllll Sl3.10!< $8.MS 
Cash from Investing ($125,292) (S2H.S53J ($2110,0".>11 I ($41,132) i SKM ($9.783) (52~.113) (il\.~2) 

Clsh 6nm F'mancing SI0.5.fK•l .~192.521 SIS9,590 (!93} i ($S.IIK2) ($9.'21) $14.573 ($6.'1 

Do.1lanr~· Slwet IC'S Tiaou~nnd..J 1.1111 
:"totes JI~Oc-c-·10 31-D~c:-ll Jt-Dc-c-12 Jo.sr,.JJ 

A.um. I f 
~ i 
Cosh and Cosh filuiv>lcnls S3.:s.5? s~.m 

I 
$4,058 i $8.29'1 SI.5SS S.Ut'I\S 

Trade aad Otber Rccciv.1bles $l5Jil0 Sl2,1Jl I Sl3.1'1!1 $13,187 i Sl3.1"'.l sr;,t(n Sl~-'41 Sl3,187 
Prcp:Uds and Deposits Sl.l211 SI.R27 $1_11 ( $1,365 ~ Sl.311 $1,1113 SI.KSI surL< 
lnvcncory SI2K S.'JJ'J6 

l 
$1,731 ~ s,_l'l% $.'.799 S2.186 Sl.731 

F:aitValuc ofCoa.mdity Contr.ltt5 S3.M74 : $3,K74 

~ I Intangible Assets $15.(>.12 $2.57(1 I $2,23S ~151V 52.459 52."-17 S21J5 
E-qlloJiltiaa and Ev.Wation Assets ~'2!"0.1~~ $35.37~ S26.111(1 

I 
S24,917 ! S26,61U $.!:\,<Jtl~ S1-l.9:tl 524,917 

Propel\)', Pbrtt.and fltuipm:nl $23,935 SI4X.225 s.;;!\J~fllu SS64,sl! ! $.153,630 $.'67.332 $569.405 $5M.5:<R 
F.:r.ir \'olluc ofCommodit\' Contracts - : 
ToUIA>soll U91,1Z8 SS27.J69 $613.389 I S6JZP31 : $613.389 $616,411 $616,869 $612,011 ! 

I ~ 
lWililiu i 
Cu qcnt ligbj!itjes i 
Tcnlc ond Other Payoblcs 543.267 Sl'>l\314 SJVI~ I $19,713 ! $32.:;[0 $.11,(175 S24.1$~ SI9.71X 
f.:~irV;due ofComnodit)• Contrncts Sl.23J $52.< 54,733 ~ 5574 Sl.~ Sl.T.l~ 
Rcslricled Sh.tuc Unit Obl~3tion $1.227 ; - Sl.455 S\13 Slll7 
Total Current Ual;iliti~ 545,500 $66,839 531,310 I S2S,678 : $32,310 $43,104 SZ6,7ll $15,678 

Non:Otm;nt PnMhis' 

I 
lbnki.D:ms S2<l.82J $159.~22 $164,4ll! SIS~'-""22 $1~9.~9:< siiH.m SIIH.~08 

Convertible Debentures Sl31!.710 $1~4.117 $1411,308 Sl-1.1.117 St-1-~~~UI Sl46.1<l17 SHK)OS 
~mmissioning Obli.gou.ions S:L~.1¥1 Si".291 S25.7ll< $25,263 S25.1S~ Sll\.004 s2.<.m S~.lft.; 

Fair Value o(Commodit)• Conuaccs $231 $.13 $2,321 543 $2.061 SI.2RO >.!.321 
Restricted Shoro Unit Oblis,ation - - 5414 SillY $514 !'414 
Dtliom:d Toxl.iabilitics $2..!1» Sl3_7-l2 $:'.72.< : S2.Z07 $:<.72.' Sl.9.'i4 $3.709 52.2117 
Tollll N....Cummt UabllitiH $38,773 $171.974 $333,091 i S3U.9ZI $333,1191 $327,637 $342,109 $342,921 

Total Liabilities $84,173 $238,1113 $365,401 

I 
$368,599 I $365,401 $370,741 $368,930 $368,599 

Totol Dc:bl $10,1123 $138,710 $303,539 SJJZ,716 5303,539 $295,399 $311.368 $312,716 
Shordlold::r'• f<J:ity $206,955 $188,556 $147.981 $243.432 ~ $247,!187 $245,670 Sl479n $243,432 

Cn•tEt SIRti~rLcs (("$ Thous;1nllsJ l.fM 
.Jl-Oer-10 .11 ·Dcc·l I JJ.Ucc-11 JU-Scp-13 .31-Dcc-12 31-\br-tJ 30-.Jun-tJ JO-Scp-13 

Sokl<lnm'th NA 
Roy:lltics I SalcJ 26.S% 
Gou M:ugm 1 Sale• 73.5% 
SG&AISalcs 2S.7"A. 
EBITDAISalcs 34.6".4 
EBITDA I Jntettsl E'PCMC I !.Ill< 
rrotol Dobt ·Cosh) I EBITDA 1.1• 
(Totalllobt -Cosh) I (EBITDA -O>po>} O.lx 
Net Investment in Workin C:. ita1 ($26.12 

88.9% 
Ut6% 
79.0'.4 
12.7% 
36.9"/o 
12.0. 

27.3% I 
15.6"A. 
71.S% 
13.4% 
41.0% 

3.4" 

5.4• 
l.lx 

(Sil.W-1) 

NA (0.&%) 8.1% 4.2% l.S% 
18.0% 16.6% 16.1% 19.9% 19.1% 
15.1% 72.2"A. 78.3% 74.2% 77.&% 
13.6% 26.1% 7.1"/o 10.5% 10.6% 
45.8'/o 29.1% 53.4% ~&.5% 50.6% 

3.2< 1.9x 3.4.~ 3.4~ 
S.J~ NA NA NA 

NA 
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7. Waterfall Analysis 

• Below are multiple waterfall analyses based on key valuation metrics in the E&P space 
o The high scenarios represent peer medians, with the low case generally corresponding to 

the worst peer valuations 
• In all cases, convertible noteholders (currently trading at 50% of par) would recover 93%-

1 00% if Arcan is valued in line with peers, and 60%-100% in the mid-case which represents 
a 15%-30% discount to peers 

o Even the low case, which represents a 30%-60% discount to peers, convertible 
noteholders would still recover 42% on average 
Arcan Resources Inc. 
W•ltlrfaiiAnalysls 
C$ Thousands 

Priority 
Sdamo 

Class 
1 
2 

, 
z 

9131l113 

L'I'M D9/l012Dtl EBITDA 57.700 

MultW MultM MwtB 
.4.Dl. B.Ox 12.0x 

."'i;~f::O'•;;\· :~:;:: ~ .•. · (;.,• ·.·. -.: ~ ·. '';~:':l}ff{f;;~~y;,.-~';,i.; ;~~i=t~:':%~~;:(Muti=~ 
:~Sub. C<mel111>1o w. 2016 · 32% 100% 100%: 
;~,~-I!Jib,.~~·-~-2\!1.~ ----- ---------- .............. ' ----------· ------ _________ , _____ .. ___ ,_ .. ____________ ,_~----· ___ ,,J.~ ... - ..... J,IJO,l!>_; 

OoiiJ PA>ducolon (baeldJ 3.728 I 

MLII1W MullM Mutt& 
$60,000 $75,000 590,000 

~Zcj~:{TFT"T~rr.~-~~--~~~~-·--::~~~~;::-.--::::·--~,~·;: 1: ... ·_.it~~~~ .·'~~7r~7!:· :--~~~~~ 
:e.ZS% SUb. Comortlblo due 2016 23,5l12 51,741 ·ro,m 
~6"5!!l!o,l>ub,_~.-due.20.JJI _________ ...... ____ --------- ............................... -----------·- -~~.';i~----- ----~·~--- ·---!~-~--· 

1P Reserves (MbbfiJ 23.••• I 
Mull W Mtllt M Mull B 

1s.ox 20.ox 25.Dx 

;;~~~;~:,/~~~~~--::._-, ----.:-,-. -,~-~.--. -:.·;-:-:-:-:-~::--~:,,<t~~;~,; ~~~~k ,ri~%1 
'8.25% SUb. Comoctiblo due_2016 116;250 88,250 86,250 ; 

:e.m.~~."-!!!1·-~~------- ----· --------·-·------ ·----·-·-·-"-"' --' .. ------------~ .. !~!![~. _____ 8li,!Jl11L ____ ,~!!'!,O. J 

14 
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8. Discounted Cash Flow 

• The DCF below assumes a base case "blowdown" scenario with no further drilling, resulting in natural production declines 

• Note that the below is based on public information regarding Arcan's current corporate decline rate. Catalyst would 
require detailed private information on each ofthe Company's wells to further refine its analysis 
Arran Hrsourccs Ltd.· Ulowdcnm Sc~na1 io DCf 

Actual Forccas1f:d 

JQIJ 2Q13 3QIJ 4QI3 IQ14 2QI4 3QI4 4QI4 2013 2014 2015 2016 2017 2018 
Dally Production 

. Oii.BJl!l. N_GLs (bbVd) 4,080 4,()(4 3,616 3,247 2,915 2,618 2,350 2,243 3,734 2,529 2,099 1,868 . !.~~~~- - --- __ _!.~3}_ 
O.s (mcf7d) 110 401 66:: 594 534 479 430 411 444 463 384 342 liS 299 
Total (boeld) 4,098 4,071 3,726 3,346 3,004 2,698 1,412 1,312 3,808 2,607 1.163 1,925 1,711 1,683 

"Char1ge n1u (0.7%) (8.$%) {10.2'M) (/0.2%) (/0.2%) (/0.2%) (~.6%) ula (J/.6%) (17.0%) (1/,0%) (8.0") (S.O"J 

"Liqrrlds 99.69£ 98.~9£ 97.09£ 97.0% 97.09£ 91.0% 97.11% 97.09£ 98.1% 97.09£ 97.09£ 97.0% 97.09£ 97.09£ 

TgtaJ Prprllction 
Oil and NGLs (Mbbl) 367 J64 333 299 2f>2 238 216 206 1,363 923 766 ~ ..... ~n ... _ -·----~~ 
Gls!Mmc!J 10 36 61 55 48 44 40 38 162 169 140 125 liS 109 
Tolal (ldhoe) 369 370 343 308 270 145 223 113 1,390 951 ,0 705 647 614 

Bepc:hmark Prices 

WTI (USSII!bl) 9-U4 'l4.23 105.82 97.61 92.14 92.06 90.40 88.44 98.00 90.76 84.38 80,02 __ -~,()_2 ________ \IP,~ 

!:d. mont on_ light Sweet (CS/bbl) 88.66 92.96 105.19 9!.28 91.44 91.36 89.72 87.77 94.52 90.07 83.74 79.~!_ 79.41 79.41 

~Jb<lrta Plant <,la!•. (S/mcl) 3.08 3.4q 1.·:0 3.35 3.54 3.54 3.54 3.54 3.09 3.54 3.54 _3.~-- : ~I~~=~~~::IS1 
Realized Pricq 
Oil i111d NGU! (bbl) 84.92 88.85 99.71 86.72 86.87 86.80 8523 83.38 89.97 85.69 79.55 75 .. 44 7~.44. - .. ,_.?5,44_ 
O.s(mcl) 1.92 3.70 2.41 3.35 3.54 3.54 3.54 3.54 2.99 3.54 3.54 3.54 ___ ]~-- ... }-~ 

:eramu:li~o B~!!~Dllf:l (~gggsl 
OilandNCI.s 31,181 >2.172 3.1.170 25,904 22,793 20,676 18,430 17.209 122,627 79,108 60,959 51,591_ . __ 4p:J_4 __ ---~·~ G.. .. 

19 135 1~7 183 170 154 140 134 484 598 497 443 407 386 
Tolal 31,200 32,507 33,317 16,087 l1,963 10,830 18,570 17,343 123,111 79,706 61,456 51,034 47,741 45,354 

9£ChaJ.ge 111(1 +-1.1% +1.J% (11.7%) (11.09£) (9.3%) (/0.89£) (6.d%) llltl (JSJ%) (22.9%) (JJ.J%) (8.3%) (J.OH) 
per/Joe 8-I.S9 87.7J 97.18 8.f.7S 84.93 84.8_6 BJ.N 8/.S4 88.$7 __ 8_3.78 77.83 7JJJ.I __7_3_.§4_ -____ ]}..a__~ 

Cash Hedging ri.ino/ {lOS.cs) 557 33~ (2,118_) (39) (995) (988) (609) (148) (1,276) (2.739) 1,364 3:567 
Pu!!!l!lns and Stirrulalion Revenue 987 779 .r.o 186 
To"'l Ro"'nues 31,744 33,620 31,609 26,048 11,968 19,842 17,961 17,196 124,021 76,967 62,810 SS,60I 47,741 •5,354 

ecrboc 88.77 90.76 92.20 84.62 81.25 80.83 80.61 80,85 89.23 80.90 19.55 78.90 73.84 73.84 

Royalty Casts iS,OJ)) (6,473) (6,377) (5,726) (5,030) (4,566) (4,145) (3,956) (23,609) (17,697) (14,689) (13,109) (12,027) (11,416) 
Royalttc,r per hoc_ (13.65) (17.47) (18.60) (1_8.60) (18.60) (18.~) (18.60) (18.60) (16.99) (18.60) (18._60) (1_8.~) •. ...... (l!f:!O)_ ~--@"~) 

Production Co.su (mel. Transponolion) (6,4(-J) (6,135) (6,'170) (5,809) (5,103) (4,633) (4,206) (4,014) (24,877) (17,955) (14,903) (13,300) {12,202) (II,S92) 
Protl11ct/ot1 C:o.'IIS per hoc (17.52) (16.56) (18.87) (18.87) (18.87) (18.87) (18.87) (18.87) (17.90) (18.87) (18.87) (18.87) (18.87) (18.87) 
Flefdlfetpat:Jc 53.42 53.72 5_9.7! 47.27 47.45 47.38 45.86 44.07 53.69 46.30 40.35 3_6.36 . .. _]~6 _____ ~!,3.~. 

PulliJ>iDS and Stimulation Casls (1,9)7) (2,09')) (1.122) (5,158) 
General and Administrative Costs f2,097! 1:!1809! (2.8951 (108:1) (1,83Z} (1,666) !1.486) !1,18:1) {2,888) (6,376) (4.916) (4,163) Q1819) (3,628) 
TolliiCosto (15,530) (17,516) (16,864) (13,622) (11,969) (10,865) (9,836) (9,358) (63,532) (42,019) (34,508) (30,571) (28,049) (26,646) 

Total Costs per boe (42.10) (47.28) (49.19) (44.25) (44.27) (44.26) (44.14) (44.00) (45.71) (44.18) (43.70) (43.38) (4J.38) (43.38) 
U11/uvereJ Ca.rll Nctback 46.67 43.47 43.01 40.37 36.98 36.57 36.46 36.85 43.52 36.72 35.85 35.52 30.46 30.46 

Ddoi-A!!IustedC..hFlow 17,214 16,104 14,745 11,416 9,999 8,977 !!,125 7,838 60,489 34,938 18~12 25.030 19,691 IS,707 
CaE~al ~enditures IZI.S$3} 18.948! f7.J51J 13.000) 0.2.<0) 11.250) 0.250) (1,250) (4~102) (5,000) (5,000) 15,000) (5,000) (5.!1QQJ 
V.lewrodE\'ce C..h Flow !4.339) 711S6 7~94 91416 8,749 71727 6,875 6,588 18,387 191938 23,312 201030 141691 131707 
DJITDA (ex. Hedging) 16,657 15,770 16,873 12,464 10,993 9,965 8,734 7,,85 61,764 37,677 26,948 21,463 19,691 18,707 
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• The DCF analysis makes the following assumptions: 

o Forward WTI prices from Bloomberg with Edmonton Light Sweet discount of 7%, 
consistent with last 3Q average 

o 35% year l decline, 17% in year 2, 11% in year 3, 8% in year 4 and 5% in year 5 -
similar rates as atypical oil well. This assumption is key to the blowdown valuation. 
Catalyst has made broad assumptions and requires more information from the 
Company to more accurately estimate future runoff production 

o No further activity from the pumping and stimulation division, which was shut down in 
Q3 2013 

o Flat royalties and production costs at $18.60 and $18.87 per barrel, respectively 

o G&A set at 8% of production revenues, flat to last 3Q average but above peers 

o Minimal capex of $5MM/year; no further cap ex for drilling- possible capex can be 
further reduced if drilling activities cease; Catalyst's assumption is conservative 

• Recoveries for the convertible noteholders in the blowdown scenario range from 2 I %~93% 
(current price ~50%) 

• Catalyst notes that under these assumptions the Company can generate $75MM of 
unlevered cash flow through 2016 versus current market value of the convertible notes 
of -$85MM, while preserving significant underlying asset value 

o Catalyst must engage industry consultants to ascertain the quality of the underlying 
asset and narrow its valuation range 

(lil!.r.Jil C$0DOs, rxnplforpradlfC1fm1) 

IDiscount Rite !S%1 

Q!!ar1cdYcar IQ14 ~14 ~14 4Q14 2015 201G 2017 2018 
. P,.,dmion (bbVd) 3,001 2,698 2,422 2.312 3,808 2,607 2,163 1,925 
Revenue 22,963 20,830 18)70 17.343 123,111 79,706 61,456 52,011 
EBITD.A. 10,99) 9,965 8,7~ 1,985 61,7fA 37,677 26.~8 21,46:1 
r~eashFJ ... 8,749 7,717 6,875 6,588 23.312 20,030 14~2 13,707 
Discount F.u::tor tDJ 0.99 0.96 0.93 Q.84 0.73 0.63 0.55 
PV<JfR:F 8,986 1,6U 6,389 6,095 19,539 14,593 9.3o8 1.SSZ 

IPV oCCasb FIITM BOJJII 

Valu.tion Mrtriu Termin.a.l Yaluaticm (PVin SOOOs) 
Icr::mioll Vi!IJ.!E Ctds;l![llim Low Mal ffij;h Lo\Y Mid Hi&h 
2018 IP Roscrvcs 18,3(4 15.11< 20.0:< 25.0.. ISI,33S 20~781 252,226 
20182PRI=n'cs 33,634 5.0.. 85• 12.0.. 92.645 LS7.4% 222.l47 

lA,.!:!!&! Value Ul.990 179.638 237,186 I 

Stakt"hold:r RecO"erieJ 

____Ja..._~-...!!i&!!.._ 
PVofADFuluro Cnsh Fton~ 202,321 259!J(/} 317,617 
Plus:Quh 4,0S!I 4,05~ 4,058 
Plus: Undc\'C!opcd Land 6,800 10,200 13,600 Note: 68,000 undow:lop<d ncrcs at $/001$/501$200 p<roc,.. 
Total Jldtribut.Ue Value 113,179 174,127 335,275 

Re\•oh·ing Uedit Facilil)• 157,000 157,000 157,000 
RfCfnJf!f)' to Cr~dil Foclllly 100~ {00'1' /00% 

VDiuc tor TJ'2dc Creditors 56,1'19 117,227 178,275 

Trade Creditors 19,718 19,718 19,718 
Recovery to Troth Creditors 100% /00% /00% 

V.luc forCoovcrtibl< Notes 3G,4GI 91,509 IS8,m 

6.25% Sub. Com·<:rtiblc dug 2016 86,250 86,250 86,2.50 
6.501 Sub. Convertible due 2018 85,000 85,000 85,000 
RtcUVCI)I lo Co~rtible Notes ]I'JI, J7% 93% 
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9. Capital Structure Summary 
First Lien Revolving Credit Facility 

• Borrower: Arcan Resources Ltd. 

• . Pricing: n/a; yield of3.75% based on price of lOO% and Libor base 

• Interest Rate: Currently Level Vas per the applicable margin table below 

Libor Loans, Bankers' 
Debt to EBIIDA P1ime Loans tllld U.S. Base Acceptances and 

LC\'Cl Ratio Rate Loans Letters Qf Credit 
I < 1.00 1.00% 2.00% 
11 > 1.00 and< l. 75 1.25% 2.25% 
III > 1.75 and < 2.50 1.50% 2.50% 
IV > 2.50 and< 3.00 2.00% 3.00% 
v >3.00 2.50% 3.50% 

• Lenders: 

I o Alberta Treasury Branches (Administrative Agent) - $50MM commitment 

o National Bank of Canada- $50MM commitment 

I 
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o Bank of Nova Scotia- $30MM commitment 

o CIBC - $30MM commitment 

o Royal Bank of Canada- $30MM commitment 

• Borrowing Base: $200MM total split into $190MM extendible revolving facility and $1 OMM 
operating facility with a $5MM LIC sublimit (effectively a standalone portion advanced on 
immediate notice by the lead lender, ATB) 

o $164.5MM drawn as of September 30, 2013 ($157MM pro-forma the Dec. 2013 sale of 
Virginia Hills asset) 

o Borrowing base determined semi-annually by May 31 and October 31, based on Arcan's 
submission of engineering reports and sole discretion of the lenders 

• Maturity: May 28, 2014, 1-year extension available on 60 and 90 days' prior notice (e.g. 
from February 27 to March 28) and 66 2/3% approval by lenders (by commitment size) 

• 

o In the event a lender refuses the extension, the other lenders will have the right to buy its 
commitment at par plus accrued 

Rank I Security: First lien on all assets of Arcan Resources Ltd. and Stimsol 

• Covenants: 

o Non-Financial: Customary 

o Financial: >LOx working capital test (current assets plus undrawn portion of facilities, 
divided by current liabilities less current debt- 2.15x as of September 30) 

• Cross-default with default on either series of convertible notes 

• Guarantors: Stimsol Canada Inc. 
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6.25% Subordinated Convertible Notes 

• Issuer: Arcan Resources Ltd. 

• Pricing: $51; yield of 41.99% 

• Interest Rate: 6.25% per annum, semi-annual payments 

o Payable in cash or shares 

• Maturity Date: February 28, 2016 

o Callable on or after February 28, 2014, if the 20-day weighted average share price is 
equal to or greater than 125% of the conversion price 

• Does not apply given the current share price is only 3.8% of the conversion price 

o Arcan can elect to satisfy its obligation at maturity by delivering shares, the number of 
which a holder would receive being equal to the debenture principal divided by 95% of 
the 20-day weighted average common share price 

• Conversion price (ratio): $8.75 I 114.2857 common shares 

o Current value of 3.8% of par based on $0.34 share price 

• Rank I Security: Subordinated unsecured 

• Change of Control: Triggered by acquisition of 50% or more outstanding common shares or 
sale of substantially all the assets of the Company, excluding any transaction in which the 
previous holders of the common shares continue to own at least 50% of the voting shares in 
the new entity 

o 1 00% note repurchase price, plus accrued, in Change of Control event 

o In the event of a Change of Control where 10% or more of the consideration is in the 
form of: i) cash; ii) trust units, LP units or other similar securities;. iii) equity securities 
not traded or intended to be traded on an exchange; or iv) other property not traded or 
intended to be traded on an exchange, then holders will be entitled to a make whole 
premium based on a grid 

• However, as the current share price is less than $5.66, no make whole premium 
would presently apply 

6.50% Subordinated Convertible Notes 

Note that terms are substantially similar to those of the 6.25% convertible notes 

• Issuer: Arcan Resources Ltd. 

• Pricing: $49; yield of23.89% 

• Interest Rate: 6.50% per annum, semi-annual payments 

• Maturity Date: October 31,2018 

o Callable on or after October 31, 2015, ifthe 20-day weighted average share price is equal 
to or greater than 125% of the conversion price 
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• Does not apply given the current share price is only 3.8% of the conversion price 

o Arcan can elect to satisfy its obligation at maturity by delivering shares, the number of 
which a holder would receive being equal to the debenture principal divided by 95% of 
the 20-day weighted average common share price 

• Conversion price (ratio): $8.75 I 114.2857 common shares 

o Current value of3.8% of par based on $0.34 share price 

• Rank I Security: Subordinated unsecured 

• Change of Control: Triggered by acquisition of 50% or more outstanding common shares or 
sale of substantially all the assets of the Company, excluding any transaction in which the 
previous holders of the common shares continue to own at least 50% of the voting shares in 
the new entity 

o 100% note repurchase price, plus accrued, in Change of Control event 

o In the event of a Change of Control where 10% or more of the consideration is in the 
form of: i) cash; ii) trust units, LP units or other similar securities; iii) equity securities 
not traded or intended to be traded on an exchange; or iv) other property not traded or 
intended to be traded on an exchange, then holders will be entitled to a make whole 
premium based on a grid 

• However, as the current share price is less than $5.66, no make whole premium 
would presently apply 
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10. Summary Industry Drivers Analysis 
Industry Competitors and Rivalry among Incumbents 

• The oil & natural gas industry is highly competitive and complex. The Canadian Association 
of Petroleum Producers estimates that there are over 1,000 E&P companies in Canada 

• The E&P/upstream industry is highly dependent on commodity prices, specifically the prices 
of crude oil, natural gas, NGLs and price spreads/differentials (e.g. between different grades 
of oil) 

Bargaining Power of Buyers 

• Factors driving the upstream industry include general economic conditions, supply/demand 
for oilfield equipment and services, government and royalty policies, environmental 
regulation, and developments at other levels of the energy value chain (i.e. midstream, 
infrastructure and downstream sectors) 

Bargaining Power of Suppliers 

• Suppliers to E&P companies are oilfield services companies, which provide a wide range of 
services from project planning to heavy construction, contract drilling, equipment and labour 
supply, and environmental services. Most companies specialize in one or a limited number of 
areas, leading to a limited number of oilfield services suppliers in each service segment 

Threat of Substitute Products 

• Substitutes for the oil industry in general include alternative fuels such as coal, gas, solar 
power, wind power, hydroelectricity and nuclear.energy. While oil remains the most widely 
used fuel source in the world, manufacturers and consumers alike have been gradually 
shifting to substitute products. Nonetheless, a full migration will likely take decades 

• The E&P industry in recent years has seen the advancement of extraction techniques through 
the wide-scale application of directional horizontal drilling and hydraulic fracturing 
technology. These new techniques have allowed producers to develop what were previously 
thought to be out-of-reach resources · 

Threat of Potential Entrants 

• Arcan holds a large, contiguous and defensible position in the Swan Hills complex. There is 
little threat of a potential entrant geographically - more realistically, Arcan would be 
threatened by oil substitutes and producers in more economical plays should benchmark oil 
prices move significantly 

Company Strengths & Weaknesses 

Strengths: 

• Large levels of OOIP. Arcan's landholdings contain an estimated 700 million barrels of 
original oil-in-place. The Company's 24 Mmboe of lP reserves and 38Mmboe of2P reserves 
only account for 3%-5% of this total, compared to total possible recoveries in the Swan Hills 
complex of 30%-40%. Therefore, there is significant future development potential for Arcan; 
however, the Company currently lacks the capital to realize it. 
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• Competitive operating netbacks. With a current operating netback of $59.71/boe (price 
received less royalties, field apex and transportation costs) Arcan's netbacks are near the top 
end of the range of its oil-weighted peer set, representing high breakevens 

Q3 2013 Operating Netbacks 
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Source: Company filings. 

Weaknesses: 

• High well decline rates. Arcan's wells are highly productive at first, with 30-day IP rates of 
150-220 bbVd on average (certain wells spudding well in excess of 500 bbl/d). However, 
production at these same wells tend to decline up to 70% in their first year, meaning that 
Arcan is highly dependent on drilling new wells or on waterflood response to maintain 
production rates. 

• Single asset exposure. Arcan is almost entirely levered to the Swan Hills complex. While 
this complex is well-established, and Arcan has a well-developed and mature position there, 
it is nonetheless a narrow focus both from a production (95%+ oil, meaning no upside in gas) 
and geographical perspective. 

21 

203 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Brandon Moyse 
23 Brant St., Apt. 509, Toronto, ON MSV 2L5 
(416) 918-97981 brandonmoyse@hotmail.com 

WORK EXPERIENCE 
The Catalyst Capital Group Inc. Toronto, ON 
Distressed Debt Associate February 2014 - Current 
Distressed Debt Analyst October 2012 -February 2014 
• One of two analysts/associates at $3.5B private equity fund focused on distressed investments and 

intensive operational and financial restructurings 
• Led initial analysis of over 25 potential distressed debt, undervalued equity and special situations 

investments across the retail, real estate, natural resources and technology sectors 
o Cross-asset class experience: senior secured debt; high yield bonds; preferred and common equity; 

direct real estate; structured products 
• Performed complex financial modeling (DCF/LBO, waterfall, sum-of-parts and liquidation), 

comprehensive due diligence (both on-site and industry research) and in-depth covenant assessments 
Deal Experience 
• Homburg Invest Inc.- €500MM+ restructuring of European commercial REIT 
• Advantage Rent A Car- $75MM debtor~ in-possession financing and chapter 11 stalking horse bid 
• Natural Markets Food Group- $200MM+ natural food retail and food service portfolio company 
• Publicly Traded European REIT- Potential €1 OOMM distressed equity/special situation investment 

Credit Suisse New York, NY 
Analyst, Debt Capital Markets February 20 ll -October 2012 
• Originated, structured and executed debt capital transactions for investment grade and high yield 

clients in the Financial Institutions and Specialty Finance sectors 
• Performed credit analysis by analyzing metrics, comparing qualitative fundamental factors and 

regressing historical relationships to assess relative value 
• Prepared daily and weekly market update materials to summarize key events and market tone 

RBC Capital Markets 
Analyst, Debt Capital Markets 

OTHER EXPERIENCE 
RBC Capital Markets 
Summer Analyst, Debt Capital Markets 

The Daily Pennsylvanian 
Senior Editor, Writer and Columnist 

EDUCATION 
University of Pennsylvania 
Bachelor of Arts in Mathematics 

SKILLS AND INTERESTS 
Skills and Languages: Bloomberg, Capital IQ, French (conversational) 
Interests: Golf, crosswords, trivia, acoustic guitar and wine 

Toronto, ON 
July 20 I 0 - February 2011 

Toronto, ON 
Summer 2008 and Summer 2009 

Philadelphia, PA 
August 2006 -May 2009 

Philadelphia, PA 
May 2010 
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DETAILED DEAL EXPERIENCE- COMPLETED TRANSACTIONS 
Homburg Invest Inc. 
Transaction Responsibilities 

• Built waterfall model including each of Homburg's 50+ operating companies to determine recovery 
values for 10 series of bonds secured by varying collateral packages 
o Complex capital structure with multiple levels of structural and contmctual subordination 
o Included parent guarantees, deficiency claims/double dips and subrogation of junior debt 
o Developed property-level value estimates by looking through hundred~ of comparable real estate 

listings (e.g. on Colliers/JLLIC&W German, Dutch and Baltic sites) and triangulating with local 
market research pieces on cap rates, rent levels and sale prices 

• Led due diligence process including on-site visits to the Company's real estate holdings, representing 
Catalyst at management/advisor meetings and reviewing data room materials (e.g. stress-testing 
model and cash flows) 

• Dmfted press releases, investor presentations and media scripts for use in Catalyst's activist public 
relations campaign in the Netherlands (launching a tender offer, hosting bondholder meetings and 
suing the bondholder trustee) 

• Provided ongoing support through negotiation stages by modeling Catalyst's and other stakeholders' 
returns under different scenarios/deal structures, including combinations of payments in cash, new 
shares, new debt, convertible notes and tracking shares 

• Catalyst's equity in the Newco is currently valued by the Court/Company at almost 2x its investment 

Advantage Rent A Car 
Transaction Responsibilities 

• Day-to-day deal team leader, supported by one analyst and reporting directly to the managing director 

• Conducted initial analysis of investment opportunity, including collateral availability, funding 
requirements/forecast, pro-forma balance sheet and detailed 2-year financial forecasts 

• Reviewed and provided recommendations on more than 1 00 key lease agreements and other 
executory contracts 
o Analysis used to support Company's closure of30 concessions, representing almost half its 

locations and 15% of revenues 
o Restructured MSA with Advantage's largest vendor which is expected to result in over $200,000 of 

annual savings and provide the Company with more flexibility/optionality in the new arrangement 

• Created presentation for the Federal Trade Commission ("FTC") which ultimately helped to result in 
its approval of the transaction despite initial hesitation in allowing a sale to Catalyst 

• As part of the ongoing operational restructuring and Chapter 11 process, responsible for: 
o Development of the Company's go-forward business plan in conjunction with CEO and COO 
o Ongoing monitoring and approval of DIP funding requested by the Company 
o Oversee process of obtaining airports' (and other key vendors') consent to assignment of 

Advantage's rights to the Newco 
o Transitioning of existing employees and services to the Newco 
o Interviewing candidates for senior management positions (e.g. CFO, Controller and Head of Sales 

& Marketing) 
o Evaluating offers for bridge and long-term financing facilities from major banks to use for new 

fleetpurchases($250MM+) 
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Court File No. CV-14-507120 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

BETWEEN: 
. . 

THE CATALYST CAPITAL GROUP INC. 

-and-

BRANDON MOYSE and WEST FACE CAPITAL INC. 

AFFIDAVIT OF ALEXANDER SINGH 
(Sworn July 7, 2014) 

Plaintiff 

Defendants 

I, Alexander Singh, of the City of Toronto, in the Province of Ontario, 

MAKE OATH AND SAY: 

1. I am the General Counsel and Secretary of the Defendant, West Face Capital Inc. 

("West Face") and as such, I have knowledge of the matters to which I 

hereinafter depose. Where this Affidavit is based on information and belief, I 

have stated the source of that information or belief and verily believe it to be 

true. 

2. In making this Affidavit, I have also had the opportunity to review the Affidavit 

sworn by James A. Riley, Chief Operating Officer for The Catalyst Capital 

Group Inc., ("Catalyst") on June 26, 2014, as well as the Affidavit sworn by 

Thomas Dea, Partner of West Face, on July 7, 2014. 
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-2-

Discussion with Brandon Moyse 

3. On or about May 16, 2014, one of West Face's partners, Thomas Dea, asked me 

to prepare an employment contract for Brandon Moyse. Mr. Dea told me that 

West Face had decided to extend Brandon an offer of employment as an 

Associate. Mr. Dea also asked that I speak with Brandon to remind him of the 

confidentiality obligations that he owed to his former employer, The Catalyst 

Capital Group Inc. ("Catalyst"). 

4. On or about May 22, 2014, the same day that West Face provided a written offer 

of employment to Brandon, I spoke with Brandon and advised him that West 

Face takes matters of confidentiality very seriously and that he was not to 

disclose any information belonging to Catalyst. I pointed out to Brandon that this 

obligation was also included as part of his employment contract with West Face, 

which states that he must not use any property in the course of his employment 

with West Face which is confidential or proprietary information of any other 

person, company, group or organization, which I told him would include 

Catalyst. 

5. Brandon assured me that he understood the obligations that he owed to Catalyst 

and West Face, and that he would abide by them. 

6. After speaking with Brandon, I told Mr. Dea that I had spoken with Brandon and 

that Brandon understood his obligations of confidentiality, and would not engage 

in any behaviour that would result in a violation of those obligations. 
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7. I make this Affidavit in response to Catalyst's motion for an interim injunction 

and for no other purpose. 

SWORN before me at the City of 
Toronto in the Province of Ontario. 
thi th day of July, 2 

) 
) 
) 
) 

~~--~+-~~~~--~----) 
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