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Court File No. CV-14-507120
ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:
THE CATALYST CAPITAL GROUP INC.
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-and -
BRANDON MOYSE and WEST FACE CAPITAL INC.
Defendants

AFFIDAVIT OF THOMAS DEA
(Sworn July 7, 2014)

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.



Nature of West Face’s Business

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.

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.

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.

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
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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

ACEF, 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.

11.

12.

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.

This description is also found on Catalyst’s website, a copy of which is attached

as Exhibit “A” to my Affidavit.

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.
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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.

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.

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.

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.
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Brandon Applies for a Job at West Face

17.

18.

19.

20.

21.

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.

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.

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.

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.

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 iﬁvestments 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
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-

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

Face.

Following our meeting, I arranged for Brandon to meet with several of my
colleagues on or about April 11, 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.

24.

Pursuant to the terms of a written offer of employment dated May 26, 2014,
West Face offered employment to Brandon as an Associate (the “West Face
Employment Contract”). Brandqn 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)  Financial modeling;
(©) Deal structuring; and

(d) General support of West Face’s Portfolio Managers.



25.

26.

27.

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 l_ike 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.
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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.

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.

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

is low,

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.

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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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

Affidavit.

By letter dated June 5, 2014, Brandon’s counsel, Jeff Hopkins, édvised 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 1s attached as Exhibit “F” to my Affidavit.

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.

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’).

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 diligént 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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Toronto in the Province of Ontario
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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
inforrﬁation is disclosed by B'randon 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.

R e e i
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About Catalyst « Catalyst Capital Group Inc. Page 1 of 2 17

Catalyst Cag_ital Groug Inc.
(http://www.catcapital.com/)

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 (http://www.catcapital.com/)

* About Catalyst (hitp://www.catcapital.com/about/)

» Guiding Principles (http://www.catcapital.com/quiding-principle
. Portfolio(httQ://www.catcapital.com/gortfoﬁo[[

+ Thought Leadership (http:/www.catcapital.com/thought-leadership/)
* Careers (http://www.catcapital.com/careers-at-catalyst/)

* Contact Us (http://www.catcapital.com/contact/)

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 110 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 | (“Fund I"), Catalyst Fund Limited
Partnership Il (“Fund 1"}, Catalyst Fund il Parallel Limited Partnership (“Fund Il PP") Catalyst Fund Limited
Partnership Il (“Fund Ili") and Catalyst Fund 1V (“Fund IV"). Fund | has experienced a realized gross annual
return of approximately 69% on invested capital through September 30, 2013. Fund Il was formed in April
2006. Fund Il PP was formed in June 2008 as a co-invest fund for Fund ll. The combined gross annual realized
return, since inception, for Fund Il and Fund Il PP is approximately 22% as of September 30, 2013. Fund Il
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 I!l 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 éxcess 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/about/ | ' 30/06/2014



About Catalyst « Catalyst Capital Group Inc.

Leaders in Active
Distressed Investing
in Canada

Specialists in
Operational
Restructurings

Thought Leadership (#)

Portfolio (#)

© 2010 - The Catalyst Capital Group Inc.

» Home (http://www.catcapital.com/)

¢ About Catalyst (http:/www.catcapital.com/about/)

» Guiding Principles (http://www.catcapital.com/quiding-principles/)
Portfolio (http://www.catcapital.com/portfolio/)

Thought Leadership (http://www.catcapital.com/thought-leadership/)
Contact Us (http://www.catcapital.com/contact/)

Investor Login Here (https://secure.repartingsystem.com/CatCapital/index.cfm)

http://www.catcapital.com/about/
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BETWEEN:

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 1.
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;
e Deal structuring;
¢ General support of the Corporation’s Portfolio Managers;

s and such other duties assigned by the Corporation.

20



2.01

3.01

3.02

3.03

3.04

3.05

ARTICLE 2.
TERM OF CONTRACT

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

ARTICLE 3.
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 $110,000.00 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 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 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 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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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:

)] 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;

o) 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 -

{d) 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 shall 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.

1t 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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ARTICLE 2.
TERM OF CONTRACT

The term of this Agreement shall commence as and from the Start Date and shall be for

. an indefinite term subject to termination in accordance with this Agreement.

ARTICLE 3.
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 ST or such other
amount from time to time as set by the Corporation. Remuneration shall be paid in twice
monthly instaliments 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 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 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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ARTICLE 4.
VACATION

During the term of this agreement, the EMPLOYEE shall 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. b

ARTICLE §.
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:

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

ARTICLE 6.
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 remureration (if any) which the EMPLOYEE is otherwise
entitied 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.

ARTICLE 7.
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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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 controlled 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 of the 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;

¢) 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 laws 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.

ARTICLE 8.
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 Corporation,
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.

ARTICLE 9.
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 (1) 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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¢) solicit or attempt to solicit any employee or consultant engaged by the Corporation or
entice any such person to leave histher 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 10.
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. Ifa
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 shail
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 11.
RELIEE

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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ARTICLE 12,
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 termination 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)

®

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.

ARTICLE 13.
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
Teronte, Ontario MSV 215
(416) 918-9798
brandonmoyse@hotmail.com

Corporation:

‘West Face Capital Inc.

2 Bloor Street East, Suite 3600
Toronto, Ontario M4AW 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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ARTICLE 14.
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 ifs sole discretion assign this Agreement to an entity related to the
Corporation or to a successor in the business of the Corporation.

ARTICLE 15.
WAIVER

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.

ARTICLE 17.
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 reservation 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 Hability
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.

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

All references to cutrency 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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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 itrevocably 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 partics hereto have executed this Agreement as of the date and

year first above written.

Agreed and accepted this _ day of ,

WEST FACE CAPITAL INC.

s

o Bl | S

Title: &W\\ va\ s_e/L

Brandon Moyse Witness Name:
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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, ' ,

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 thisZé day of Z 22% , 2 0 / L/

S

Witness Name: J yant MynacpgA
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The Catalyst

October 1, 2012 Capital Group Inc.
| 77 King Street West

Royal Trust Tower

. Mr. Brandon Moyse TD Bank Centre
brandonmoyse@hotmail.com Suite 4320, P.O. Box 212
Toronto, Ontario MSK 1J3

Dear Brandon: Telephone: 416.945,3000

Facsimile: 416.945.3060
Re: Employment Agreement

On behalf of The Catalyst Capital Group Inc. (“CCGI”), 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 orgamzauon or
corporation affiliated with CCGIL.

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 of CDN$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.

(i) 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

Page 1 of 9
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distributions relating to the 2013 calendar year are allocated. You will only
receive this amount if you are employed by CCGI at the time of distribution,

In addition, you may be eligible to earn additional bonus amounts, based on
your performance. As explained above regarding your 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.

(ii) In addition, you will be eligible. to participate in CCGI's 60/40

@iv)

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.

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.

Page 2 of 9
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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 carry 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.

Page 4 of 9
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8. Non-Competition

You agree that while you are employed by the Employer and for a period of six months
thereafier, 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:

(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 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 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;

9. Non-Solicitation

You agree that while you are empldyed 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 CCGL

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, (jii)
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
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 also 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 opportunities belonging to the
Fund 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 injunctive 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.  Termination 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. , :

(i) CCGI may terminate your employment at any time for just cause. For the
purposes of this Agreement, “just cause” shall mean:

(a) any failure by you to observe and perform any of your covenants and

obligations hereunder including, without limitation, the provisions of
Atrticles 8, 9, and 10;
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(iii)

(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 felony;

(e) any use or abuse of alcohol 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.

After the probation period we may also terminate your employment at any
time without just canse 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
terms and conditions. The agreement may only be amended by express written consent of
both parties.
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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.  Goveming Law and Arbitration

This 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 Asbitrator 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 Arbitrator 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

Galbyiel 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 1 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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e 534 O'SULLIVAN
LAX O'SULLIVAN SCOTT LISUS LLP SCOTT

SuMe 1820, M5 King Street West

Toronto ON M5H KB Canase LISUS
Tel: 416 6981744 Fac 416 698 3730 : .

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:
Re: Brandon Moyse - - Employment by West Face Capltal

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, CCGl is a leading private equity investment firm that specializes
in control andfor influence investments in distressed and undervalued Canadian
situations. CCGI provides operational, tumaround, 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 its Toronto office.
Mr. Moyse joined CCGI effective November 1, 2012 as an Analyst. He was in the

process of heing promoted to an Associate position prior to the events described herein.

Mr. Moyse aiso obtained an equity stake in CCGl 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
CCGl, 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
CCGY, 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
CCGI was highly sensitive and confidential. This was acknowledged by Mr. Moyse in
his Employment Agreement, as follows: :

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 lo the
protected entities, including, without limitation, (i) the identity of existing or
prospective investments in the Fund and any such future partnership or fund, (ii)
the structure of same, (iiij) marketing strategies for securities or investrments in the
capital of or owned by the Fund or any such parinership of or any such
partnership or fund, (iv) investment sfrategies, (v) value realization strategies, {vi)
negotiating positions, (vi) the portfollo of investments, (viiij prospective
acquisitions to any such portfolio, (ix) prospective dispositions from any such
portfolio, and (x) personal information about CCGl and employees of CCG! and
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 {0 each of the protected entities. You
agree that all Confidential Information is the exclusive properly 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 employment
with us or thereafter reveal, divulge or make known to any person, other than lo
CCG/ and our duly authonzed 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
fake advantage of, derive a benefit or otherwise profit from any opportunities
belonging to the Fund to invest in particular businesses, such opportunities that
you become aware of by reason of your employment with CCGI.

Furthermoare, in recognition of the nature of his responsibilities at CCGl and the
commercial sensitivity 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:

(@ 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 Associale of CCGl within Canada, as the - term
Assoclate Is defined in the Ontario Business Corporations Act
(collectively the “protected entilies’), or attempt lo solicit any
opportunities of the type for which the profected entities or any of
them had a reasonable likelihood of completing an offering while
you were under CCGi’s employ; and

(i)  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 ara 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 o hire employees of
any of the protected enfities who were so employed as at the dafe
you cease fo be an employee of CCGI or persons who were so
employed during the 12 months prior fo your ceasing to be an
employee of CCG/ or induce or aftempt to induce any such
employees of any of the prolected enfities fto leave their
employment; or-

(i)  solicit equity or other forms of capital for any parinership,
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 CCGl.

Mr. Mbyse 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 client’s attention that,

in fact, Mr. Moyse was offered and has accepted an employment position with West
Face Capital Inc. in its Toronto office ("West Face”). We understand that West Face is a
direct competitor to CCGl in Ontario, and its business model similarly involves identifying
investment opportunities in distressed and/or under-valued companies.

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 impatrted
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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
CCGil, proprietary valuation methodologies, and a listing of prospective acquisitions for
the CCGI portiolio.

At all material times, West Face and Mr. Moyse were aware that Mr. Moyse would be
breaching these obligations under his Employment Agreement with CCGI by aceepting
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 Arlicles 8, 9 and 10
above and that you have addressed your mind {o the reasonableness of the
scope of these articles, and that you are salisfied that the provisions of those
articles are necessary and reasonable and that they reflect the mutual desire and
intent of yourself and CCG/ 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 imeparable harm for which darnages 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 eny other available remedies and you hereby consent to the
granting or an injunction to enforce the provisions of this Agreement.

CCGl 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 altemative but to avail itself of all of its legal
remedies against Mr. Moyse and West Face.

Yours truly,
Racco Di Pucchio

RDP:rp
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D E N T 0 N S Adrian Miadema adrian.mledama@dentons.com Salans FMC SNR Denton
D +1 416 BE3 4878 dentons.com

Dentons Caneda LLP

77 King Street West, Sulte 400
Toronto-Dominion Centre
Toronto, ON, Canada M5K 0A1

T +1 416 863 4511
F +1 416 853 4502

June 3, 2014

SENT VIA E-MAIL. (rdipucchio@counsel-toranto.com)

Rocco Di Pucchio

Lax O’Sullivan Scott Lisus LLP
Sulte 1920, 145 King Street West
Toronto OGN M5H 1J8

Dear Mr. Di Pucchio:

RE: Brandon Moyse

We are the lawyers for West Face Capltal Inc. ("West Face”). 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. (“CCGF’) (the “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-compstition covenant is too broad as it purports
to prohibit Mr. Moyse from engaging in any business or undertaking of the type conducted by CCGl or the
“Fund” (which term is not defined anywhere in the Employment Agreement) or “any direct Associate” of
CCGl. Given the nature of CCGl'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 Agreemaent 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 entities” 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 coutts (see for example, Mason v. Chem-Trend Limited
Partnership, 2011 ONCA 344; Phoenix Restorations Ltd. v. Brownlee, 2010 BCSC 1749; Brown v. First
Contact Software Consultants Incorporated, 2009 CarswellOnt §482 (Sup.Ct.J.)).

It appears to us that CCGl simply used its standard form non-competition and non-solicitation covenants

without considering whether they were appropriate for Mr. Moyse's role and without attempting to tailor
them to his role.

8728425_3|NATDOCS
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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 CCGl 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 CCGlI.

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

Yours truly,
Dentons Can

Adrian Miedema

AJM/agp
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BARRISTERS & SOLICITORS

Be] SROSMAN, GROSMAN & GALE up

JEFF C. HOPKINS
Email: Jhopkins@grosman.com

June 5, 2014

* DELIVERED BY EMAIL rdipucchio@counsel-toronto.com

Mr. Rocco Di Pucchio

Lax O'Sullivan Scott Lisus LLP
2750 - 145 King Street West
Toronto, ON M4H 1J8

Dear Mr. Di Pucchio:

Re: Brandon Moyse

| represent Mr. Brandon Moyse (“Mr. Moyse”) and confirm receipt of your May 30, 2014
letter. | 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.
("CCGI"), while it is true Mr. Moyse performed valuations of companies, he did not do so
using “proprietary valuation methodologies”, as alleged. Conversely, Mr. Moyse utilized 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 CCGl 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-competiton and non-solicitation provisions contained in
Mr. Moyse's written Employment Agreement (the “Employment Agreement”), Mr. Moyse
agrees with the positions asserted in Mr. Miedema’s June 3, 2014 [etter.

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 confim 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 Sireet, Suite 1100, Toronto, Canada M5H 2Y2
Telephone: 416-364-9599 Facsimile: 416-344-2490 www.grosman.com



Page 2
Once you have had an opportunity to review the foregoing with your client, | 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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FloNo 2084 - | B,SULLIVAN
LAX O'SULLIVAN SCOTY LISUS LLP SCOTT

Suite 1920, 145 King Stroat West

Toronio ON MSH 1J8 Canada L l S U
Tel: 416 588 744 Fax: 416 698 3730

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 0A1

Mr. Jeff Hopkins

Grosman, Grosman & Gale LLP
Barristers and Solicitors

390 Bay Street, Suite 1100
Toronto, ON M5H 2Y2

Dear Mr. Miedema and Mr. Hopkins:
Re: Brandon Moyse - - Employment by West Face Capital

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

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 CCGl, 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 CCGL.
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 divuige any confidential
information that he obtained during his employment with CCGI”, these assurances
respectfully do not go far enough.

CCGl 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, | would
suggest that we schedule a conference call to discuss the assurances that CCGI
requires in order to avoid litigation in this matter. | 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,

SN

Rocco Di Pucchio

RDP:mp
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BARRISTERS & SOLICITORS

68 GROSMAN, GROSMAN & GALE L1p

JEFF C, HOPKINS
Email: jhopkins@grosman.com

June 19, 2014
DELIVERED BY EMAIL rdipucchio@counsel-toronto.com

Mr. Rocco Di Pucchio

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

Dear Mr. Di Pucchio:

Re: Brandon Moyse

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

As outlined in my June 5™ letter to you, | 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 “deals” which appear to be at the
root of Catalyst's concemn. That said | 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 concem to

Catalyst. Accordingly, we would be happy to consider any such proposal Catalyst wishes to put
forward.

| look forward to hearing from you.
Yours very truly,

GROSMAN. GROSMAN & GALE LLP

Fpe_ Perj{Jeff C. Hopkins
JCH: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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WEST FACE

CONFIDENTIAL MEMORANDUM

Date: June 19, 2014
From: Supriya Kapoor, Chief Compliance Officer
To: Brandon Moyse
Subject: WIND Mobile, Globalive companies (together, “WIND”)
CC: 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 permiited 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,

o

West Face Capital Inc. | 2 Bloor Street East | Suvite 3000, Box #85 | Toronto, Ontario | M4AW 1A8
T: 647.724.8900 | F: 647.724.8910| E:info@westfacecapital.com |
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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,

Supriya Kapoor, CPA, Chief Compliance Officer | West Face Capital Inc.
2 Bloor Street East, Suite 3000 | Toronto, ON M4W 1A8
Tel: 416-479-7330 | 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. Do not forward it to anyone. Any dissemination or use of this information by a person other than the intended recipient is
unauthourized.

62






THIS IS EXHIBIT "K" REFERRED TO IN THE
AFFIDAVIT OF THOMAS DEA SWORN BEFORE
ME THIS 7™ DAY OF JULY, 2014.

63



¢

D E N T O N S Salans FMC SNR Danton
- Adrian Misdema sdrian.mledema@dentons.com Jentons.corm

Partnar D +1 416 663 4878

Dentons Canada LLP

77 King Street West, Sulta 400
Toronto-Dominion Centre
Toronto, ON, Canada M5K 0A1

T +1 416 863 4511
F +1 416 863 4582

June 19, 2014

SENT VIA E-MAIL (rdipucchio@counssl-toranto.com)

Rocco Di Pucchio

Lax Q'Sullivan Scott Lisus LLP
Suite 1920, 145 King Street West
Toronto ON M5H 1J8

Dear Mr. Di Pucchio:

Re: Brandon Moyse

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 bs starting work with West Face Capital Inc. on Monday,
June 23,

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
Woest Face and Mr. Moyse take that obligation very seriously. Your client has not provided any evidence
that Mr. Moyse has breached any of his confldentiality 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 impfemented a
confidentiality wall that prevents Mr. Moyse from having any involvement in that potential transaction or
from discussing any confidential information refating 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 Pushalik, will be representing
West Face In those proceedings. Any litigation-related materials or correspondence should be sent to Mr.
Pushalik’s attention.

Yours truly, /
Dentons Capada LLP/
/

 z

" .
_Adrian Miedema

AJM/mf

c.C. Jeft Hopkins, counsel for Brandon Moyse

9132797_2{NATDOCS
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From: Tom Dea

Sent: March-27-14 10:28 AM

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

like to have him in.

Thomas P. Dea

(0) 647-724-8902

(m) 416-704-1273
tom.dea@westfacecapital.com

From: Brandon Moyse [mailto:brandonmoyse@hotmail.com]
Sent: March-27-14 1:47 AM

To: Tom Dea
Subject: RE: Update

As discussed, please see attached for my CV and deal sheet, and a few investment write-ups I've done at
Catalyst. | kept the deal sheet to one page, limited to the two deals I've done from beginning to end and which
are closing shortly. (I'm working on a third live deal at the moment which is not in my CV at all.) The attached

l We me this guy {now at Catalyst) when we were locking at analysts last go-around. Could be a fit. Let me know if you'd
l memos can give you a better idea of the broader scope of work I've done on the pure investment analysis
side:

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

2) 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.

3) 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
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.

l I 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
l meanwhile, don't hesitate to let me know if you have any questions.




From: tom.dea@westfacecapital.com

To: brandonmoyse@hotmail.com
Subject: RE: Update
Date: Wed, 26 Mar 2014 21:31:52 +0000

Hey Brandon. Thanks. What is the name of the Cerberus entity that Calidus is modeled after?
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From: Brandon Moyse [mailto:brandonmoyse@hotmail.com]
Sent: Wednesday, March 26, 2014 1:40 PM

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.

From: tom.dea @westfécecagital.com

To: brandonmoyse@hotmail.com
Subject: Re: Update

Date: Wed, 26 Mar 2014 17:37:23 +0000
I'm done now,

Sent from my BlackBerry 10 smartphone on the Rogers network.

From: Brandon Moyse

Sent: Wednesday, March 26, 2014 10:38 AM
To: Tom Dea

Subject: RE: Update

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

1:30? 2?

From: tom.dea@westfacecapital.com

To: brandonmoyse@hotmail.com

Subject: RE: Update

Date: Wed, 26 Mar 2014 14:16:49 +0000

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

Could meet you for coffee somewhere after my meeting.

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

To: Tom Dea
Subject: RE: Update

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

From: tom.dea@westfacecapital.com

To: brandonmoyse@hotmail.com
Subject: RE: Update
Date: Mon, 24 Mar 2014 14:55:32 +0000
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sure

From: Brandon Moyse [mailto;brandonmoyse@hotmail.com]
Sent: Monday, March 24, 2014 10:37 AM

To: Tom Dea
Subject: RE: Update

Works for me. Should | come by your offices?

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°?

From: Brandon Moyse [mailto:brandonmoyse@hotmail.com]
Sent: Monday, March 24, 2014 9:34 AM

To: Tom Dea
Subject: RE: Update

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.

From: tom.dea@westfacecapital.com

To: brandonmoyse@hotmail.com

Subject: Re: Update

Date: Fri, 14 Mar 2014 18:27:11 +0000

Away this week and next. Lets chat when back. T

Sent from my BlackBerry 10 smartphone on the Rogers network.

From: Brandon Moyse

Sent: Friday, March 14, 2014 9:45 AM
To: Tom Dea

Subject: RE: Update

Hey Tom,

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

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

Cheers,
Brandon
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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 | did want to keep in touch, especially now that | have some more
experience and insight. Things are great at Catalyst but we don't share enough perspective with others, which is
somewhat unfortunate.

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 strategics, 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 reguiators' 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
settiement was reached, Advantage filed for Chapter 11 bankruptcy protection with plans to sell itself to the highest bidder.

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.

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

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.

4
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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,

Congratulations. | agree that it will be an excellent place to learn. To be clear, | am very careful about granting either
praise or "red flags". So for the record, | 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, | 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 |
think you are doing fine.

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

Good luck! -Tom

Thomas P. Dea - Partner | West Face Capital inc.

2 Bloor Street East, Suite 810 | Toronto, ON M4W 1A8

Tel: 647-724-8902 | Mobile: 416-704-1273

Email: tom@westfacecapital.com

This e-mail and any attachments may contain confidential information. If you are not the intended recipient, please nolify the sender immediately by return e-mail,

delete it, and destroy any copies. 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.

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

HOMBURG INVEST INC. (HII) MAY 2013

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
propetrties

Homburg’s primary creditors are holders of its retail mortgage bonds and unsecured bonds
— almost all elderly pensioners who bought the bonds expecting a safe investment

Following a tender offer for all series of bonds in 1Q13, 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 €400-500MM once the company establishes a
dividend and growth strategy, for a cash-on cash return of 4.7x in this normalized case

Catalyst - Homburg Ofter and Returns Analysls

Catalyst Fuitiple on Claims Cavalyst Equity
Catziyst Totat Recovery as 8 of Taza! Clalm Already Owaed _ CoshOaPrice _Equity Recosery as % of Total Caim ity Cash- Weighted Multipfe an Cash

Avg, Price

soffon.  Mooitor Montor  Comparables tMoritor itor  Comparatles
HMB4 % 7% 6TIX | IBa% 1% L& 264 W% 2% 8 AT “n 1 1k an FE RS asx
HMBS 398% SL7% 564K 163% FESTS T 3% 164%  169% 280K JROK  7MO0% % ix an 1n L a6
HMBE 229% J58% 2104 191.9% Ak A& a:x 05% 3B 52.0% SLex 343.8% b3 ™ AN 18 18 A%
HMB7 285.8% 656N 785K 110.0% 1 1k 2 % GIN 189K 156X 3% PR T an 1R AN a6
Unsecated Bonds . L
Heg UM AT 510K m 200 n ag 184%. 191K MK DK |@ex | 1m 1k 4% I Lk AN
HE. 250% A57% 51O mm BN ¥ an W% 181K LK 328K 8B6% 1R an 1x In an
HBi_q B.0% 457% 5L0% 1].17% 19 ix a7x 104% 19.1% 31.5% 12.5% m 1 1 AN L i N3
K81y B.0% EiY; 1 51.0% 117X pK- P ¥ A7 18.4% 194% L% 325% 83.8% i 17z AN 1L 17 47
Other Cralnms™
Trade Creditors 26.5% SL&% 45.1% 107.1% Lex p& . 43x 16.7% 12a% 205% 9.4% 80.3% 1% 1x L% 3 p 1 ax
Total A% 4%%  SSO%  118S% g LTk 18x . 4lx | 180X  194%  RJK  3axX LK (A% i¥e A7 (N 1P 1 AN |

2ort

72



73

2. Business Description
Business Overview

e 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 PEI, Nova Scotia and Alberta

o 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 $470MM of its investment
properties as its non-core, vacant, distressed assets continue to decline in value

e 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 9/30/12 LTM Revenue by Property Type

® North America B Germany

- Netherlands N Baitics B Office ®Industrial ¢ Retail

Homburg Asset Overview

o The Company has a diversified asset base across multiple real estate markets



e 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)

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

HIl Asset Breakdown
(As at September 30, 2012, C8 in millions, Gross Sq. Ft. in millions)

Investment Properties

Buildings Fair Value Gross Sq. Ft. Buildings Fair Value Gross Sq. Ft.
Germany 16 $617.3 2.5 Office 77 827.8 5.1
Netherlands 32 $236.7 3.7 Retail 8 79.5 0.3
Baltic States 53 $144.3 1.0 Industrial 28 120.7 2.1
North America 12 $29.7 0.3 Total 113 1,028.0 7.5
Total 113 1,028.0 1.5

HII Asset Breakdown

Land and Property Held for Future Development

Buildings Fair Value Gross Sq. Ft. " Siﬂada &
Canada 5 70.6 na
X Germany
Buildings Fair Value Gross Sq. Ft. = Netherlands
Canada 3 16.0 na
| Baltic

Investment Property Under Construction
Buildings Fair Value Gross Sq, Ft.
Canada 2 70.6 na

States

Total 123 1,185.2 7.5

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

e 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 Prime Yield Development

n Retail 30% . PN
.| i e _ Logistics/industrials
® Office 4d% | | \ - -

© 7/ e RetilParks

’ ' . —Shopping Centres
i \
. Offices

|
|
i Retail high street/

& Others* 9% i N
i unit shaps

| Logisties/ VT T g T T T LT T T T T Ty,
Warehousing ¥ Mixed-used g $ g B of g £ £ £ 2
9% 8% § & § 3 3 & & 8 & & & 5 8§

75



Netherlands Real Estate Market Overview

e In contrast to the German CRE investment market, activity in the Dutch CRE investment
market is at a 10-year low

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

e 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

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

o Asaresult 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 T T T 13.00%
2009 2010 2011 2012
—fl— Market Rent {(€) =/ acancy (%6}
Key Assets

e All key assets will be included in the restructured company (“Newco™). Catalyst is offering
creditors who will be receiving equity in the Newco a cash payment in return for their shares



Homco 110 (“Campeon”) — AM Campeon 1-12, Neubiberg (Munich), German
e Homco 110 is Homburg’s largest and most valuable asset

e 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

e 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 of Valbonne Real Estate 5 BV, Homco 110 owns 93.3% of Campeon
* 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
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Campeon Structure

Hil {110} GP Inc. Homburg invest Inc.
LP Uni

Homco 110 LP

€99,511,713
Equity in Campeon

Valbonne Real Estate 5 €25,309,037
[:4% 20d Lien Debt

MoTo Objekt €245,186,820
Campeon GmbH Mortgage Debt

Campeon €378,400,000
Property Book Value




Homeo 69 — Philippstrasse 3, Bochum, Germany
e Homco 69 is Homburg’s second most valuable asset

e Office space located in Bochum, a city of 375,000 in the North Rhine-Westphalia province of
Germany and part of the largest urban agglomeration in the country (the Ruhr)

e 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

o 100% leased to Veba Immobilien AG, a real estate firm, until 2020

¢ Annual rent bf €3.5MM, a 25% premium to local market rates

e Homco 69 has an asset value of €40.5MM, with mortgage debt of €26MM

Homco 69 Property Photos
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Homco 69 Structure

HIl (69) GP Inc. Homburg Invest inc.

Homco 69 LP

€14,550,000
Equity in Property

Valbonne Real Estate 2 €25,950,000
BV Mortgage Debt

Bochum €40,500,000
Property Book Value
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Homco 70

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

Light industrial / storage / 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, until 2022

Annual rent of €651,300, 15% below market rates

Asset value of €9,200,000

o Binnerheide 26, Schwerte, Germany

Light industrial / storage / office space located in industrial section of Schwerte, a
town of 48,000 less than 10 miles outside Dortmund

54,584 sqgft. 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 / 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 until 2025

Annual rent of €1,797,704, 30% above market rates

Asset value of €18,000,000

o Wolfraamweg 2, Wolvega, Netherlands

Office / warehouse space in an industrial area of Wolvega, a town in the northern
Netherlands 8 miles south of Heerenveen and 40 miles south of Groningen

191,836 sqft. of leasable space; 100% leased to Motip Dupli until 2025

Annual rent of €659,158, 15% above market rates

Asset value of €7,000,000

Marl Property Photo Schwerte Property Photo
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Wolfraamweg Property Photo
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Hassmersheim Property Photo

Homeco 70 Structure

HIl {70) GP Inc. Homburg Invest Inc.

€12,800,000
Homeo 70 LP Equity in Property
€24,100,000
Coet BY Mortgage Debt
Homeo 70 . €36,900,000
Properties " Book Value

Homco 86 — Benthemstraat 10, Rotterdam, Netherlands

Office building in north-central Rotterdam district of Agniesebuurt

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 1999 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

10
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Homeco 86 Structure

HII (86) GP Inc. Homburg Invest Inc.

Homco 86 Property Photos

LP Units

€7,648,123

Homco 86 LP Equity in Property

Homco Realty Fund €9,251,877
(86) BV Mortgage Debt

€16,900,000
Book Value

Property

Homco 87 — Benthemstraat 10. Rotterdam. Netherlands

Office building in Blijdorp area of northwestern Rotterdam, adjacent to the Hotel Rotterdam
Blijdorp, a mid-leve! 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

11
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Homco 87 Structure

Asset value of €11,300,000
The loan is a single loan split with Homco 86, and has a cross-default provision with it

Homeco 87 Property Photos

HIl {87) GP Inc. Homburg Invest Inc.

€6,311,877

Homcp 871Lp Equity in Property

Homco Realty Fund - €4,988,123
(87) BV | Mortgage Debt

€11,300,000
Book Value

Property

Newco Core Business Assets

Newco, the restructured Homburg which comprises 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

12
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Neweo Asset Breakdown

(As pes Information Circular dated April 28, 2013)

[nvestme nt Propertics

Propertics Fair Value (000s Saq, Ft. (000s)
Germany H €450,301 22671
Netheriands 3 €28,128 307.8
Estonia 12 €51,030 323.6
Latvia 16 €26,920 229.4
Lithuania 25 € 56,690 439.2
Total 61 € 613,069 3,567.6

Investment Properties by Value

# Germany B Netherlands = Estonia W Latvia

&1 Lithuania

Country
Genmany
Germany
Germany
Germany
Germany
Germany Total

Netherlands
Netherlands
Netherlands
Netherlands Total

Lithuania
Estonia

Latvia
Baltics Total

Newco Total

tettable \rea-
Addiess Suare Feet
Philippstrasse 3, Bochum 248937
Elbestrasse 1-3, Mad 304,565
Binnerheide 26, Schwerte 54,584
Industriestrasse 19, Hassmersheim 169,047
AM Campeon 1-12, Neubiberg 1,490,520
S Properties 2,267,652
Wolfraamweg 2, Walvega 191,834
Benthemstraat 10, Rotterdam 82,236
Energieweg 9, Rofterdam 33691
3 Properties 307,761
25 Properties 323617
12 Properties 229,422
16 Properties 439,167
53 Properties 992,206
61 Properties 3,567,619

e One property, Campeon, will account for approximately 60% of Newco’s total assets and

property revenue

e 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

o This purchase price implies an equity value of over €100MM for the Campeon asset alone,
while Catalyst is offering €95SMM for the Company’s equity as Plan Sponsor, implying a
significant degree of downside protection

e 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 100% occupied
and there is a guaranteed minimum rent regardless of SEB’s actual tenancy

13
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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:

Capital Structure Summary

(As of December 31,2012, C$ in millions, unless otherwise indicated)

EUR CAD®  Maturity Int. Rate

German Mortgages 3405 4640 na na
Dutch Mortgages 2445 3332 na na
Baltic Mortgages 1165 158.7 na na
North American Mortgages 438 48 na na
Total Property Level Mortgages 706.3 960.7

Construction Financing "’ 24.5 334 na na
Total First Lien Property Level Debt 730.8 994.1

Private Mortgage Notes
EUR CADY  Maturity Int Rate

HMB Series 4 20.0 273 Nov-11 7.50%
HMB Series 5 ' 20.0 27.3 Nov-11 7.50%
HMB Series 6 31.2 2.6 Nov-11 7.50%
HMB Series 7 31.2 42.6 Nov-11 7.50%
Total Private Mortgage Notes 102.5 139.6

Private Unsecured Notes
EUR CADY"  Maturity 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 1363 Feb-14 7.25%
HB Series 11 100.0 1363 Jan-15 7.25%
Total Private Unsecured Notes 310.0 4224
Intercompany Liabilities 45.8 624 n/a n/a
Trade Payables 100.1 136.4 n/a n/a
Subordinated Notes

EURUS CADY  Maturity t. Rate
Euro Denominated 25.0 34.1 Dec-36 8.03%
US Denominated 250 25.1 Dec-36 9.48%
Total Private Unsecured Notes - 50.0 59.2

Junior Subordinated Notes
EUR/US CAD" Maturity Int.Rate

Capital A Securities Series 27.6 37.6 Feb-02 9.50%
Total Private Unsecured Notes 27.6 37.6
Total Long Term Debt 1,366.8 1,851.7

(1) EUR converted at 1.3626 EUR/CAD rate. USD converted at 1.004 USD/CAD 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. Ali
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 €100MM of trade
payables and accrued liabilities

15
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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 prbperties in Canada worth $89MM in 2001,
embarked on an aggressive growth plan across North America and Europe

By 2009, the'Company had over $3B 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, 2011,
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 April 22, 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-HMB?7)

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 poténtial 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

17
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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 Homburg’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 CatalystR
Series Fate Value {€) . Price Paid (€) Average Price Low Mid High Low Mid High
HMB4 1,485,000 659,850 44.4% 56.7% 62.0% 67.3% L.3x 1.4x 1.6x
HMBS 1,485,000 580,400 39.8% 5L7% 54.1% 56.4% 1.3x 1.4x 1.5x
HMB6 1,380,000 343,500 24.9% 75.5% 78.2% 81.0% 3.2 3.3x 3.5¢
HMB7 1,560,000 777,150 49.8% 65.6% 71.1% 76.5% 1.4x 1.5x 1.6x
Total Catalyst 5,910,000 2,370,500 40.1% 62.2% 66.2% 70.2% 1.8x 1.9x 2.0x
Monitor Recovery Range Catalyst Returns
Serles Face Value (€)  Price Pald (€) A ge Price Low Mid High Low Mid High
HB8 2,325,000 573,800 24.7% 45.7% 48.4% 51.0% 2.0x 2.1x 2.2x
HBY 3,015,000 753,000 25.0% 45.7% 48.6% 51.006 1.9x 2.0x 2.2x
HB10 7,140,000 1,783,950 25.0% 45.7% 48.4% 51.0% 1.9x 2.1x 2.2
HB11 4,230,000 1,057,050 25.0% 45.7% 48.4% 51.0% 1.9 2.1x 2.2x
Total Catalyst 16,710,000 4,167,800 24,.9% 45.7% 48.4% 51.0% 1.9x 2,1x 22
Trade Claims 2,530,457 671,669 28.5% 41.48% 43.8% 46.1% 1.6x 1.6x 1.7x
[Total Catalyst Holdings 25,150,457 7,210,369 28.7% 49.1% 52.1% 55.0% 1.7x 1.8x 19 |

(1) Source: Draft tnformatlon Circular dated April 18,2013,

(2)Returns based ries In draft tnf Clscular.

Catalyst Litigation Launched against Trustee

e 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

Initial Recove

Catalyst had been pushing all stakeholders from the end of Q4 2012 to the beginning of Q1
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: 1) 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

Expectations - % of Claim

Monitor's 19th Report (February 5,2013)

Initial Cash Post-Emergence Note Shares Total
Low High Low High Low High Low High
HMB4 ) 8.70% 745% 26.66% 42.69% 26.48% 24.80% 61.84% 74.94%
HMBS 120.98% 21.52% 5.42% 8.67% 30.15% 34.72% = 56.55% 64.91%
HMBé6 S 1L13% 11.74% 6.10% 9.76% 33.90% 39.04%  51.13% 60.54%
HMB7 8.01% 6.24% 32.46% 51.95% 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%  3.54% 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 ability 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 Process with Multiple Creative Structuring Options

o 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

o 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

e 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
e 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, Care 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

e The table on the following page shows the current expected recoveries for bondholders
across the three main components of the Company’s Plan

e With the exception of HMBS, 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 Homco 61, as an unsecured creditor, would receive from
Homburg)

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

Initial Cash Post-Emergence Cash Shares Total

Low High Low High Low High Low High
HMB4 © 618%  572%  2544%  39.86%  25.09% 2170%  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% 5159% 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%  2850% 29.36%  41.36%  46.08%

Change from Initial Report (February 5) to April 28

[nitial Cash Post-Emergence Cash Shares

Low High Low ___High Low High
HMB4 o (252%)  (1.73%) (122%)  (2.83%) (139%) (3.10%)  (5.13%) (7.66%)
HMBS (3.00%)  (2.82%) +0.31% +0.17% (216%) (5.82%) (4.85%) (8.47%)
HVB6 49.43%  +13.77% (3.19%)  (5.90%) +18.19% +12.55%  +24.43% +20.42%
HVB7 A (3.10%)  (2.13%) +8.30%  +4.85% {4.45%) (5.20%)  +0.75%  (2.48%)
HBR11 (337%)  (317%)  +036%  +018%  (242%) (653%)  (545%) (952%)
Unsecured Creditors {3.11%) (2.92%) +0.30% +0.12% {2.34%) (6.08%) (5.15%) (8.88%)

Current Status

o 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”) '

e 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

o Catalyst is in the process of finalizing documentation around the Company’s Plan,

governance and finalizing Newco’s Exit Strategy
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Catalyst’s Equity-Cash Out values Newco at €95SMM versus the Monitor and

Company’s estimated book value of €160MM - €165MM. At book value, this represents

an immediate potential 1.7x 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

24

94



Catalyst - Homburg Offer and Returns Analysis

Catalyst Multiple on Claims Catalyst Equity Catalyst Multiple on Cash
Catalyst Total Recovery as % Already Owned Cash-Out Price Equity Recovery as % of Total Claim Equity Cash-Out Weighted Multiple on Cash
Avg. Price
% of Face - Monitor Monitor  Comparables Monitor  Monitor Comparables
Claims Owned Lowm - Hiehm _N_o‘rgjilizedm_ High  Nommalized i tow'? __ighm Nonnalizcd("‘ tow High Normalized __ low High
Mortgage Bonds . R
HvB4 . 68.4% S6.7%  67.3% 113.3% 13x L6x 26x 14.7% 12.7% 25.1% 2L7% 64.9% 1L 17 4.7 a4 A 1 46x
HM8S 398%  51L7% 56.4% 116.3% 13x | 1Sx 3.0x 16.4% 16.55% 8.0% 28.9% 90 1 1M 17x 47 4.1 1 46
HMBS 249% 75.5% 81.0% 191, 7% 3.2 3.4x 8.2x 30.5% 30.2% 52.0% SLE% 143.8% L A% 4.7% 1 18 18 49 |
HMB?7 45.8% B65.6% 76.5% 110.0% lax 16x 2.3x 11.7% 9.1% 19.9% 15.6% 49.3% | L% A% 4.7 o1 i Aex
1 t
1 ]
1 4
Unsecured Bonds $ i
HBE 224.7% 45.T% 510% 111.7% 2.0x 22 4.8x 18.4% 19.3% 315%  325% 888% ) 1LX 1% 4.7x i 1 AN
HBY L5 a5T%  510% 111.7% A% 22 4.7x 1B4%  19.3% 3L5% 32.5% 88.8% i 17 4.7x 17 A AN
HB10 . 25.0% 45.7% 510% 1L7% 19x - C47x 184%  19.1% 315% 325% 8B.8% 17 17 4.7x 17 1 4
HB1l 25.0% 45.7% 51.0% 111.7% 18x 2% 47 18.4% 19.1% 315% 32.5% 88.8% 17 i 4.7x L% A AT
Other Cloims™ :
Trade Creditors 26.5% 41.4% 46.1% W07a% 1 _16x LM 43x _J 16.7% 17.2% 28.5% 29.4% 80.3% 1.7 1 4.7x 17 1.7 4.7
r : - . v
Totat 28.7% 49.1%  55.0% 1189% :__!._.7_)(____1._95 . | 19.1% 19.4% 32.7% 33.1% 91.2% : 1.7x 1.7x 4.7x : = .7x 1.7x 4.7 :
f1)Trade clalns Ide der offer_ Price weighted average price pald,
April28, 2013,
quity vafue based on tampanyylelds.

Note: Recovery figures basnd on % of claim value: Catalyst tandar price based en face value.
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5. Comparables
o The Company’s publicly traded comparables are valued, on average, at:
o 6.57% capitalization rate (Net Operating Income / 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 000s unless otherwise noted)

Total Investment Book Equity Price / NOI Cap
Country(ies) of Focus  Curr. Assets Properties Value Market Cap NOI Adj. FFQ Book Rate AFFOYield Dividend Yield
Eurcommercial Properties France/Italy EUR 2,733,030 2,666,233 1,281,851 1,203,210 147,900 5,000 0.94x 5.55% 5.40%  6.60%
Corio NV Netherlands EUR 7,631,000 6738300 4130500 3,522,300 442,500 176200  0.85x 6.57% 500%  7.50%
Hamborner AG Germany EUR 530,400 447,200 276300 322,100 32599 17,600 117% 7.29%  546%  5.70%
Nieuwe §_t_eenlnygstmept_s. Netherlands EUR 2,147,500 2,039,900 789,800 347,900 128,400 32,400 0.44x 6.29% 8.31%  860%
HansteenHoldingsple  Germeny/France/Neth. GBP 1025400 82,600 516400 562200 57600 42400 10 701%  7SM% 540K
n(;_of_iqi.m_m_oS_A A  Belgim  EUR 3,622,200 3,245500 1498000 1,374,000 199,100 79,300 0.9 613%  S77%_ 7.00%
Dundee International REIT Germany CAD 1,400,300 1,182,800 596,100 1014700 81300 46,200 170x 6.87% 455%  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%
Newco - 2016 Mgmt Case EUR 587,842 542,724 213,720 213,720 60,749 31,451 L00x 11.19% 14.72% na
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6. Corporate Structure

e 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

HOMBURG INVEST INC.
CORPORATE STRUCTURE
June 30, 2011

Homburg Invest Inc. . Rt

0%
L ]

. . 272:24, tlowen, -

+ | Homea 72 - induswesaat 8.4, 10, Numpnidon. The Ho%
Neberiznds < - * -

. { Momn7a. g 10, Amacatonn, T ..
* | Homea 74 sncvavieaan 24, Uden. Tha Netherlaads * -+ ~.2 %
* | Homn 78 - Duatskarvweg 2.2343, Eadrowee, The

{iaecn 10 Homxn £20
Neterands . ..d
< { Hamea 07 - Nivedmicoweg/mductricwns. 1 Harde. Tha id =
. iy o s Cagory. e . Y S S
Momco 98 - Yrlwetug, Germeny .« .. sreet, CAVICHEtOWN, PE £ W
: . prig Mansgemcrt

T Detaswane | Mombon
R tanteree. [

Homeo 114 « Beoianns vas Snklanntrast. Timwg. the
HNathwrianay

#omoo 18 - Gertaeog 319, Gouda. Tho Netheranda
oo 123 « Fawawert 24, Bewningtn, Ths Nethertards

AL - CANADKAS CORPONA TR CHINtt Y
GHEEN DUICH CORPGRATE ENTITIS
BLUE - UL CORPORATE ENTITIES
VIOLEY - GERNAN CORPORATE ENMFES
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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
Newco
Valbonne Coét BV* Homburg Homco Homico Valbonne
2BV* Baltic 86 BV 87BV 5BV
|
Moto Objekt
Campeon
GmbH & Co
Kub Homburg Kub Homburg Homburg Baltic| |Homburg Baltic| |Homburg Baltic
LT LT v . KES) Investents (ES) AST
Baltijos Baltijos Investments UU uu Investments UU

Investicijos 1

Investicijos 2

l

Kub
Homburg
NT

T e e L LY

I.m**

*Newco will hold a 94.9% interest in this entity. The
remaining iterest in each entity will be held by Stichting
Coeval, a Dutch foundation whose object is 1o acquire, hold
and alienate interests in Dutch private companies, either
directly, or indirectly, as a limited parter.

**The Non-Core Business Assets will continue to be
disposed of following the Plan Implementation Date and the
proceeds will be used to repay the Un-Assumed Portion of
Proven Claims
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7. Waterfall Analysis

General Unsecured Pool Recovery

o Catalyst has spent a tremendous amount of time on its analysis of the Company’s assets and
liabilities on a property-by-property basis

e 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 24-47% for general unsecured creditors
o Catalyst’s tender offer was based on the low end of this range, providing significant

downside protection
e 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

Reevvery Analysix (€S 000y unless othwmiise nuted) Low Cuse Mid Cose Iigh Case
Eatimatcy] Carh a1 E 0
Estimated Cash Before Adjustments - 69,773.80 69,773.80 69,773.80
HMBS Gusrmatse Paymen™ (3,065.85) (3.,063.85) B.065.85)
Lot Neestinion™ . (24,790.00) (24,790.00) (24,790.00)
Rekease of Restrictod Cash .20,355.94 2134888 2234182
Administrative and Liigation Rescrves (1,985.88) (1,985.85) (1,985.88)
Professional Fees Post-Emergence 4,964.70) 3.971.76) (2978.82)
HSBC Sccured Chain'*? (17426.70) (17.426.70) (17.426.70
INu Estiawted Cash st Emerpence 37,896.61 3938243 41.868.37
Qermany Residval Vahie from Property Equity 99.813.94 130.553.54 161.203.14
Netherfonds Restehial Value from Praperty Equity 15.780.53 28.457.94 215881
Battics Residiuad Vate from Property Equity 8.667.42 17.688.00 35,729.76
USA Residual Vatue from Property Equity 4.133.00 3.633.00 13,433.00
Canada Residual Value from Properi ity 19.920.39 35.158.89 S51.311.58
Resifual Vatue from Proj ity G 148374.98 220.491.37 303.826.29 l
[Totat Remaining Residoal Vake C5 186274.59 260,373.86 356466 ]
U'nsccured Pool Low Case Mid (e High Case
Total Residual Value for Unsecured Clzims Holdery 186,271.89 26037336 34569466
Total Unsecured Pool Claims 783.103.17 7613864.76 739,402.89

lvxm:mimmry% 24% J4% 479'6[
Unsecuned Poel BB Senes M B Deficicavy Cladins :

HBS Scrics Notes (EUR 50.01mm) incl. scorod™®? 69,074.50 69,071.50 69,071.50
HB9 Scricy Notes (EUR 60.00mm) ined seermed® §2,869.23 82,869.23 82,869.23
HB0 Serics Notes (EUR 100,00mm) incl sccrued® 138,138,558 138,188.55 138,188.55
HBY1 Serics Notes (EUR 100.00mm) inel acermed' 138,188.55 138,188,535 138,188 55
‘otal HB 8,9,10.11 Scrics Unsccared Pool 42831752 428317.82 428317.82
B Serics Unsecured Notes as % of Total Unsecured Pool 35% 6% 58%
HMB4 Serics (EUR 20,01mm) - Deficicocy Chim 21,013.41 17,688.41 14,363.41
HMBS Sericy (EUR 20,01mm)  Doficiency Cliim 24,597.56 24,597.56 24,597.96
HMB6 Serics (EUR 31 .23ntm) - Deficicncy Chim 29373.29 24,063.38 17,030.,0¢
HMB7 Series (ELR 31.23mm) - Deficiency Chyim 29,249.13 19,796.63 10.344.13
Tola) HMB 4,567 Scries Deficicacy Claime 104,73338 86,145.96 66335.09
HMB Series Deftciency Claims as 9% of Total Unsecured Pool 13% 1% 9%
'eta) Umsecuncd Poal Claims 83,1037 761364.76 73940289
otat Remalfufng Residoad Vatoe CS 186271.59 260,373.86 345,694.66
Unsecured Poo Clatms Recuvel 24% 349% 479,
1B Scries Recovery
‘otal HB 8,9,10,11 Serics Unsceured Pool Qalms 42831782 428,317.82 428,317.82
HB Serics Recovery 101,881.14 146,381.31 200,252.37
overy Including Accrued Interest 56 . 4% 3% 47%
HB Serics Recovery from Tabema Nates'™ 10,494.27 15,622.78 22,2022
Total HB Scries Recovery 112,378.41 162,004.10 222,480,859
\Recovery Including Accrued Interest % 2694 3898 529/
HAIB Sedes Recaven
Tetal HMB Serics Clalms Recove, See next page for detail

(1) Sowree: D I femwation Cirvatay dated Aprl (8, 2003,
(2))IMBS5 boadhokiers voted (o rwheasc (heir secusity i retumy for & harp sum payveent 10 be madv o) cmergence.
b a2 panoflosn L
) VISDC 31 8 Yendber 03 § to-be-sald Canadian propenies. HISBC will be psid at cmergenc, priar ko the soks of thase propentics.
(D Ascucd intorcat from /302011 10 992011 (@ing date).
(6) ELRR$Ghwww of Tabema potes nie d vo HB xcricy and ics deficiency claima, Thel secovery will fow up 10 suppon the HB serie recovery ead HMB defickncy chims recovery.




Private Mortgage Notes Recovery

e 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 HMBS: 34-57%
o HMB6: 49-81%
o HMBT7: 50-88%

e A more detailed analysis of each series recovery follows on the next three pages

CATONER AP

Hamburg Mortase Bonds Low Case
Deficiency Clitim Recovery 26%

Mid Case
I8%

High Case

HMB4 Residual Collaterad Value 665000 2,975.00 13 300,00
HMB4 Series Total Qlsim ((ncl. accrued to 9/9/2011) N 27,663.41 2766341 2766341
HMB4 Series Deficiency Cialm ' 21,013.41 17468841 14,363 41
[Defictency Claim as % of Unsecured Pool 2.7% 2.3% 1.8%
HMB4 Scries Defictency Qlaim Recovery 4,998.32 604517 6,711535
Additiona Recovery from Taberna Notes' 514.85 645.18 74541
HMB4 Series Total Recovery 12,163,17 16,66538 20,760.77
Recovery from Restdual Collateral Value 24% 36% 489%
Recovery from Deficiency Claim 18% 225 249
Additional Recovery from Taberna Notes 2% 2% i
HMBY Recovery Including Accrued Interest % 4% 0% 75%
HMBS Securd ty Payment”? 3,065.88 306585 306585
HMBS Serles Total Claim (incl, accrued to 9/9/2011) 2746341 27,56341 2756341
EMBS Scries Deficiency Qaim 24,597.56 2459756 24,597.56
Defictency Claim as 96 of Unsccured Pool 3.19% 3.1% 3%
HMBS Series Deficiency Claim Recovery 585086 840643 11,500.18
Additionsl Reeovery fram Taberna Notes™ . 602.67 897.19 1,276.53
HMBS Serics Total Recovery 251938 12,369.47 1584253
Recovery from HMBS Guarantee 1156 1% 1%
Recovery from Deficiency Clalm 2% 3098 429
Additlonal Recovery from Taberna Notes 255 3% 3%
MBS Recavery Including Accried Interest % 4% 5% 57%
HMBG6 Residund Collaterat Value® 13,301.53 1911144 26,144.51
'HMBG Series Totad Claim (incl, accrued to 9/9/2011) 43,174.82 43,174.82 43,174.82
HMB6 Series Deficiency Claim 2987329 2406338 1703001
Deficiency Claim as %6 of Unsecured Pool 3.8% 3% 2.29%
HNMB6 Serfcs Deficiency Claim Recovery 7,105.76 822387 796208
Aaditionat Reeovery from Taberna Notes™ 73193 877.71 38350
HMB6 Serfes Toial Recavery 21,139.22 28,213.02 3499059
Recavery fram Residnal Collateral Value 31% 454 61%
Recovery from Deficiency Claim 16% 19% 18%
Additional Recoverv from Taberna Notes 2% 2% 2%
\HMBS Recovery Accrued Intcrest % 49% 65% 21%
HNMB? Residual Collateral Value 13,905.00 2335750 32,810.00
HMB7 Serfes Total Claim (Incl. accrued to 9/9/2011) 43,154.13 43,154.13 43,154.13
HMB7 Series Deficiency Claim ) 29,249.13 19,796.63 10,4413
Deficlency Claim as % of Unsecured Fool 3.7% 2.59% 1.336
HMB7 Series Deficiency Claim Recovery 6,957.30 6,765.67 483621
Additions! Recovery from Taberna Notes™ T16.64 72208 53632
HMB7 Series Total Recovery 21,578.93 30,84524 38,183.04
Reoavery from Residual Collateral Value 32% 3436 76%
Recovery from Deficiency Claim 165 16% Tl
Additional Recovery from Taberna Notes 2% 266 1%
HMB? Recovery ding A d Interest % 50% 71% 38%

{()EUR4Omen of Tabema noles are subordinated (o $B series and 1IMB scries deficicncy claion, Theirrecovery ill flaw up to suppot the HH seriea recavery and HMEB deficiency chaims recovery.
@148 bandhniders voled 1o release theis security o retem fora ump 10 be tadeat
(3)HMB6 mafimble security consis (s of a receivabic duc from U1 to HEL 1IMB6 hax & chim on the asscts of HS1.
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HMB4 and HMBS Recovery

e HMB4 holders have a security interest directly on a section of development land called
Homburg Springs West

e Homburg Springs West is listed for sale at $13.3MM ($14MM less 5% broker fee)

e 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)

o Total recovery of 44-75% of claim value

e HMBS holders voted to release their security in return for a guaranteed €2.25MM cash
payment

e The remaining claim is the deficiency claim, on which holders would recover 26-52%
(general unsecured recovery plus Taberna note subrogation)
o HMBS5 holders would therefore recover a total of 34-57% of their total claim

Assets
low Mid High
Property Lender Entity S0% 75% 100% of List Price
Homburg Springs, Colgary AB. NW quarter of Section €leven, Township 26, Range 1, Calgary AB na Homeo S2 LP 6,650 5,975 13,300
Mortgage Sonds Payable .
Martgage Bond HMB4 (EUR 20.01mm) @ 2.3626 CAD/EUR 27,265 27,266 27,266
Acorued Interest HMB4 - 7.50% fram 6/30/2011 ta 9/9/2011 398 398 398
Tota} 272,663 27,663 27,663
Recovery 24.0% 35.2% 48.1%
C value $6,650 $9,975 $13,300
Defidency Clalm $21,013 $17,688 $14,363
Deficiency Cloim as % of Unsecured Pool 7% 2.3% 18%
Defitiency Cloim Recovery (%) 23.8% 34.2% 46.8%
Defldiency Claim Recavery $4,998 $6,045 36,715
| Recovery from Tabema Notes $515 $645 $745
HMB4 Yotal Recovery $12,153 $16,665 $20,761
Recavery from Colloteral Volue 240% 35.1% 48.1%
Recovery from Deficlency Claim 181% 21.9% 24.3%
Additiona! Recovery from Tobernn Notes 1.9% 2.3% 27%
Totul Recovery % 24.0% 60.25% 75.0%
low Value Mid Valus High Value
[HMBS Guarantee (EUR 2.25mm) 3,066 3.066 3,056 ]
HMES Mortgage Bond Payable ' . . L S
Mortgage Bond HMBS (EUR 20.01mm) & L3626 CAD/EUR 27,266 27,266 27,266
Accrued Interest HMBS - 7.500% from 6/30/2011 to 9/9/2011 398 398 308
Totad 27,663 27,663 27,663
Recovery 2019 11.1% 121%
Guarantee Vatue $3,066 $3,066 $3,066
{Defldency Claim $24,598 424,53 $24,598
Defidenty Oolm as % of Unsecured Pool 3.1% 3.1% 31%
Deficiency Claim Recovery (%) 23.8% 4.2% 46.8%
[Defidency Claim Recovery $5,851 $8,406 $11,500
Additional Recovery from Teberna Notes $603 6897 $1,277
HMBS Total Recovery $9,519 $§22,369 $15,843
Recovery from Guorantee Vatue 111% 11.3% 1L.1%
Recovery from Deficiency Claim 2.2% 30.4% 41.6%
Additional Recovery from Taberno Notes N 22% 3.2 4.6%
Total Recovery % 44% 4.7% 572.3%
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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)
of Homco 71, Homco 72, Homco 73, Homeco 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
HMBS6 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

HMBS6 holders would therefore recover a total of 49-81% of their total claim

HMBE {In €5 0005 unless otherwise noted)

Assets
Low wid High
General Unsecured Recovery 2% 38% a7%
HE2 Recefvable from HIl - HMBS Portion 55,921 55,521 55,921
1 Recelvable Recovery - HMBG Portion 13,302 51 26,145 ]
tow aid High
Property tender Entity 0% of BV 85% of BV 100% of Baok Value
CaratPark, heler Weg / Fel h dt, b Y Hatfield Phillips  Homco 98LP 13,456 16,340 19,23
LstUenMortgage Debt, . . o C . i
First lien Mortgage Debt (EUR 20.4m) @ 1.34 CAD/EUR a7 2,717 2,17
wv 206.0% 163.6% 144.2%
Recovery 435% 59.0% 69.4%
{Hamo 98 Residual Value - N N )
Assets . ' ’ ’
low Mid High
Property Lender Entity ToKof BV £5% of BV 100% of Book Value
Industrielaan 24, Uden, The Netherlands SNS Bank Homco 74LP 5425 €,588 2,750
dentaan 1, Eindh The Netherland SNS Bank Homro 85 P 24,290 29,435 34,700
10, foort, The SNS Bank Homeo 73 LP 2,009 2,420 2,870
79, The Nethesland FHP Bank Homeo 84 1P 16,870 20,435 24,100
630, The d FHP Bank Homeo 1201P 8,190 9,945 13,700
Meidornkade 2224, Houten, The Netheriands Direktbank (ABN) Homeo 72 LP 3430 4,165 4,900
' g 2-22%8, Eindh The Netherland: . fortis Bank NV Homoo 76 P 5,684 6,302 8120

industriestraat 6,8,10, Numansdarp, The Nethedands Fortis Bank NV Homco 72LP 1,197 1454 1710
ISub-Total:HommTl-no Property Value 62,05 81,473 95,850 |

1stUen Mortgage Debt . ) R .
First Lien Mortgage Debt {EUR 154.3m) @ 1.34 CAD/EUR 206,704 206,704 206,704
[444 308.1% 253.7% 25.7%
Recovery 32.5% 39.4% 46.9%
{Homeo 71- Homeo 120 Residual Value N ~ N 1
[Rematntng resfuai Valus for HMBS 13,302 19,311 26,145 |
HMES Mortgage Bond Payable . ’ . - ’ ' . :
Mortgage Band HMBS (ELR 31.23mm) @ 13626 CAD/EUR L. 42,554 42,554 42,554
Accrued interest HMB6 - 7.50% from 6/30/2011 to 9/9/2001 621 621 621
Tatal 43175 43,175 43,178
Recovery . 308% 44.3% 60.6%
Coflateral /Residual Value $13,302 ] $19,111 $25, 45
fidancy Clalm $29873 $24,063 $17,030
fickency Clalm os % of Unsecured Pool 38% 31X 22%
Defictency Cloim Recovery (%) 23.8% 2% - 46.8%
Defidency Claim Recovery $7,106 58,24 $7,962
Additional Recovery from Taberna Notes 7] 3878 4884
HMEE Total Recovery $21,139 $28,213 $38,991
Recovery from Coftaterol / Reskdusl Volue 308% 44.3% 60.6%
Recovery from Deficlency Clalm 16.5% 19.0% 186%
Additional Recovery from Taberno Notes 17% 2.0% 2.0%
[Total Recovery % 49.0% 65.3% BLOX
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HMB?7 Recovery

o HMB?7 holders have a security interest directly on a piece of development land in Calgary’s
Beltline district

o The land is zoned for residential use and Homburg had originally planned to construct a pair
of residential towers there (“Kai Mortensen Towers™)

e  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)

o HMB?7 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

HIVIBY (in €S 000s unless otherwise noted)

Assets . N
N Low Mmid High

Property Lender Entity 0% 7% 100% of List Price
Kai Mortensen Towers, Calgary AB HSBC Homco 8B LP 18,905 28,358 37,810
Homto 88 HSBC Construction Financing .
Construction Flnancing 5,000 5,000 5,000
Total 5,000 5,000 5,000
[Residual Value to HiMB7 13,905 23,358 32,810 ]
HMB? Mortgage Bond Payable . X
Mortgage Bond HMB7 (EUR 31.23mm) @ 1.3626 CAD/EUR 42,554 42,554 42,554
Accrued Interest HMIB? - 7.25% fram 6/30/2011 to 9/3/2013 600 600 600
Total 43,154 43,154 43,158
Recovery 322% 54.1% 76.09%
Residual Value $13,905 $23,358 $32,810
Oeficency Clatm - $29,249 $19,797 $10,343
Deficlency Clalm as % of Unsecured Pool 7% 2.5% 13%
Deficiency Claim Recovery (%) 238% 34.2% 46.8%
Deficlency Claim Recovery 56,957 $6,766 $4,836
Additional Recovery from Taberna Notes sz $12 $537
HMB? Total Recovery 521,579 $30,845 $38,183

Racovery from Residual Value 32.2% 54.1% 75.0%

Recovery from Deficiency Clakm 161% 187 11.2%

Additional Recovery from Toberma Notes 17% 1.7% 12%
Total Recovery % 500% 71.5% 885X
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Property-by—f'roperty Waterfall
Germany

e 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

e Homco 98, units of which secure HMBG, 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

I Wt etadl Analos sy

(C'S in 000, unless otherwite indicated, as af Sep

A Cane Flizhi £ ave t3h s

Assctr
Property Eaie HAY NAV NAV
AM ), 1-12,85579 N (M), Gommary lomeo 11018 456350.40 481,703.20 507,056.00
Tatal CAD - 15635040 481,703.20 $07,056.60
Total AR 134 340,560.00 3594%0.00 37840000
AM Campenn Propary Afartgage
Fit LicnMongage Debt CADY 31148342 32148342 321,483.42
it Licn Mortgage Dbt ELRY 2991300 23991300 1991300
Recovery % . 100% 100% 160%
Loan ta Vatre oA 0% 67% w35
Ertoch Deba CAD™ 1250.48 425048 425048
rtech Debt FURY 317000 317200 3,700
Recoven 2% 1oos 100% 100%
Lownto Vabe Cm % % %
Remmining Reskbual Valoe CAD 13061650 155,569.30 181 312.10
Remaining Residual Vahue EUR 97,475.00 116.395.60 135.315.00
Equlty Stake in LP® 130,616.50 155,969.30 181,320.10
Equlty Stake ln LP 110.08%| 97,475.00 116,395.00 135315.08
Vulbeawe Resd Extale § BY Scevred Lozn (2nd Licn Term Loan) o
Scruad Liew Scrurcd Loan CAD - 322391 32.239.1 3200
Seewnd Lo Sceurcd Loan EUR 24.039.04 24,059.04 248904
Falr Valoe Adjnytmont*?
Falr Vakic Adjashricnt CAD !
Fair Value Adjsstment EUR iad
[Remmlning Residm! Vatne CAD 9837739 13,730.19 14908299
[Recmixing Residual Vatwe EUR 73A15.96 9233556 141,258.96
Assetr
Brorerty Gty NAV
Cumt Pk, Tevcheles Wop / Felistrasae, Lushersizc, Wi Geammy Homeo 98 L1 19.223.12 23342.36 27,461.60
rotal CAD 19,223.12 23,3436 1746169
fotal EUR [ 1434561 17419.67 20,493.73
FustLimm Morgage Devt CAD® 21,716.56 2271656 21,716.56
FistLien Morigage Debt EUR™ 134 20.684.00 20,684.00 20,681.00
Reovery % 9% 84% 99%
Lot ta Vokee o 1% 1% 01%
Renaining Resldnal Valoe CAD . - - .
Re ! Residual Value EUR . - -
Murtzage Bond Pavable . Princips]
Mortgage Bond HMBG CAD ¥ 42,554 42,554 42,554
Aceroed Ertevest HMBS CAD' 621 621 621
TowlCAD [EXED 33,178 FERE]
Morgage Bon! £DMB6 EUR 31,230 31,230 31230
Accrucd Inerest HMBS EUR ‘% 456 456 56
Totl ELR 31686 3168 31686
Recovery inchuding accrued hiterest% 0% 0% 0%

[Reruiing Resitaal Vatoe CAD - - .
Re: Restdual Value EUR . . -
Undecseouwod HMI36 Bond Portion CAD 3475 3,075 3,075
Unddersceured HMBS Bond Rartion EUR 31,686 3168 31,686
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Germany (cont’d)

e Homco 69 and Homco 70 were collateral for HMBS5; however, as noted above, HMBS5
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

e 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

Ml Cane

Bigh € g §BY)

Homco 69 LP
Assets . .
Broperty Enity NAV

strasse 3, Boc! Germany Homeo 69 LP 41.432.80 46.571.70 51,710.60
Totnl CAD 41,432.80 4651170 §1,710.60
[Talat EUR 1.34 30,920.00 34,755.00 38,590.00

Homco 69 LP

Ficst Licn Morigage Debt CAD™ 34,404.50 34,404.50 3440450
First Licn Morigoge Debt EUR® 25,675.00 25.675.00 2867500
Recovery % 100% 100% 100%
Loan to Valye [ 3% 7% 67%

Remaining Residual Value CAD 7.028.30 12,167.20 17,308.10
Remzining Residunl Value EUR 5,245.010 9,080.00 1291500

HSH Bank Propertics / Homeo T LP
Asscts

Propery Emite Nav
indusiricstmsse 19, Hassmersheim, Gormany Hameo 70 LP 18,076.60 20,522.10 22,967.60
Elbestrasse 1-3, Marl, Germany Homco T0LP 9,862.40 11,4830 12,234.20
Binnerbeide 26, Selmverte, Germany Homco 70 LP 2,693.40 3,073.30 345720
Wolta: Wolvega, The Netwrisnds Hoaco 70 LP (1) £6.091.00 T470.50 $244.00
"sta) CAD 36,7240 42,116.20 37.503.00
ota) EUR 13 2741060 3143000 3545000
i 0| 7n LM .
Total CAD 32,227.00 3222700 32,227.00
Total EUR {EY) 24,050.00 24,050.00 24.050.00
Recavery % 100% 100% 100%
Rerraining Reskfua) Vafoe CAD 450240 989,20 15,276.00
Remal Resiinal Value EUR 3360,00 7.380.00 11.400.00
Blany B Payalle Priscipal
Mortgage Bond HMBS CAD 27,266 27,266 27,266
Accraed uorest HMBS CAD® 398 398 398
Totad CAD 27,663 17,663 27,663
Mortgage Bord HMBS EUR © 20010 0010 20010
Ascrusd tncrest HMBS EUR 192 292 291
Totad EUR 20,302 20,302 20302

HBMBS Guarantcc CAD® . INGSAS 1,065.85 306585
HMBS Guarsnsce EUR' 2,250.00 2.350.00 2.250.00
Undersectred HMBS Bond Portion CAD 24,508 24,598 24398
Undersesirod HMBS Bond Portion EUR 18,052 (8.052 18,052
Gennan Remaining Reshiual Vatue CAD 99,813.94 13055354 161,293.14
[German Reamining Residual Value EUR 74,525,946 9746596 120,485.96
Note: Low/Mid/High vahas for H69 and H70 based o 12/31/12 DTZ apprassals. Low/Mid/High range fr Campeon and H98 based on 90-100% of BV and 70-100% of BV, respectively.

(1) Scerce: Data Room aroortization schedules.

() Asstumes 100% i prrchased.

(3) Adjsstm heduled ing deprociaton of EURISmm as per lnformation Circuber dated March 5, 2013,

(4) Secwrity consists of H61 and wnits of H71, H72, H73, H74, H76, H84, HES, 18 and H120,

(5) Acerued inicrest from 6302011 1o 9072011 (fng datc).
({6) HMBS bondholders voted to rekease collaternl in retum for the Guaraniee Payment.
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Netherlands

¢ HMB6 has a claim on the equity of Homco 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

o 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

Neihedonds [ENN SN Aef Cuse High Cine (BN )

Property Entiry NAV

Bond MBS b
Indusirickan 24, Uden, The Netherbinds Homeo 74 LP (1) 5425.00 6,587.50 175000
Mathdentasa 1, Endhoven, The Nethorlands Homco 83 LP (1) 24,290,00 29.495.00 3470000
Daalzkkerswerg 2-2a&:8, Eindhoven, The Nethortands Homeo 76 LP (2) 5,684.00 6,902.00 812000
Stationsplein 7.9, Groningen, The Netherhinds Homeo 84 LP (1) 16,270,00 20,485.00 2410000
Meidamdkade 22-24, Houten, The Netherlands Homeo 71 LP (1) 3,430.00 4,65.00 4.500,00
Keesomiaan 6-10, Amsichecn, The Netherind Houxco 120 LP (2) £,190.00 9,945.00 170000
F 1o, foort, The Nethertand: Houxo 73 LP ) 2,009.00 2,435.50 2870.00
Industricstrazt 6.8,10, Numansdorp, The Netherbinds Homco 72 LP (2) 1.197.00 1.453.50 1.710.00
[Total CAD 6709500 81472.50 95,850,
[ Tatal EUR 3 £0.070.90 6080037 71529.85
Netherdands Mortgage Detit ¢ Principy]
Firsi Licn Mortgage Debt CAD™" ) 206,703.70 206,703.70 206,703.70
Firet Licn Mortgage Dcbt EUR™? 154,256.49 154,256.49 184.256.49
Recovery % 329% 39% 4636
Loan ta Value 308% 2549% 216%
Resmaining Residual Vafee CAD . . - I
Remaining Residual Value EUR - - -
151 Receivphle Erincipal
Alocable to HMBG - CAD? 3592088 $5,920.88 55,920.88
Aloeable to HMBG - EUR® 134 41.732.00 41.132.00 31.732.00
Recavery - H61 Sceurity (Recchvabic) CAD 13,301.53 19,112.44 26,144.81
Recovery - HEJ Seeurity (Receivable) EUR 9.926.52 14.262,27 19.511.08
Montpage Band Pavalde Principal
Mortgage Bond HMBG CAD™ 4317482 43,1482 £,07482
Morgage Bond HMBS EUR™ 1.3626] 31,685.62 31.688.62 31,685.62
Recavery incliding accried interest9% 0% 0% 0%

Remaining Resitual Valoe CAD 13301.53 19,111.94 26,144.81 I

Remafning Residual Vatue EUR 9926.52 14.262.27 19.511.08
ndersconrcd HMBS Bond Portion CAD 2087329 24,063.33 17,030.01

Usdersecured HMB6 Bosnd Portion EUR 21,759.10 17423.34 12,174.56

HBOS Propertics'”

9, dam, The Nett Homeo 87LP (1) 5,112.00 11,658.00 14,204.00
Benthemstmat 10, Rotierdam, The Netherlnds Homeo 86 LP (1) 12,663.00 16.984.50 21.306.00
Total CAD 2177560 28,642.50 35,510.00
Total EUR [T3dq] 16.250.00 21,3735.00 2650000

5,383.00 9,704.50 14,026.00

1BOS Mortgape Doyt
First Licn Morigage Debt CAD'Y 19,296.00 19,296.00 19,296.00
First Lien Morigage Dot EUR'Y m 14,400.00 14,400.00 14,400,080
Recovery 95 100% 100% 1009
Loan to Value 30% 07% 34%
Remalning ReskMal Value CAD 2479.00 9,346.50 16,214.00
Remuaining Reidea) Valos EUR 1.850.00 6.975.00 12.100.00
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Netherlands (cont’d)
o The remaining properties in the Netherlands are all deeply distressed, with extremely high
vacarncy rates

e 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

Ml d ave

Hizh Cave 1BV

Low Lane

Netherfands

Assets
Propern!”? ity NAV
Bruitensinge), Den Bosch, The Netherbnds Homeo 142 LP (1) 4,464.88 627840 7,504.00
Garden Cotgt, Amsterdam, The Netherlands Homeo 142 LP (2) 7973.00 11.390.00 13,400.00
[Total CAD 1243788 17,768.4¢ 20,904.00
[Total EUR a4 928200 13.260.00 15,600.00
FGH Moripage Deht
Fist Lica Mortgage Debt CAD™ : 25,178.60 25,178.60 25,178.60
Fixt Liet Mortgage Debt EURY 12,290.00 18,790.00 1R 790.00
Recovery % 49% 7% 8336
Loan te Value 36% 221% 188%
Resmiming Restdual Value CAD . - —I
Remsining Resitusl Vahe EUR - - -
Assets .
Proped” Enire NAV.
Bechierts van Bloklundstrast 10+ 14, Tilburg, The Nethertands Hosnco 114 LP (2) 461496 5,603.88 659200
Phtinawerf 22, 6641 TL Bewningen, Tho Netherlands Homea 123 LP (1) : 8,160.60 990930 1L.638.00
Corkistrart 38-46, Shellickd Straat 21-39, 30-34 The Netherkand, Homea 113 LP (1) 827,16 10,045.98 [FRITEN
Taascomeg 2, Endhoven, The Netherbnds Homeo (11 L8 (1) 6,097.00 7:403.50 3.710.00
Hocvenweg 11- 1a, Endhoven, The Netherlands Homca IIGLP (1) $,159.00 6,264.50 73700
Hard g 11, Amersfoont, The Netherbind Homeo 102 LP (1) 4,596.20 5581.10 6.566.00
Wihclmiriasingel 5, R d, The Netherhnd Homeo 118 LP (2) 3,752.00 4,556.00 536000
Gentsweg 5-19, Gouda, The Netherdands Homeo 115 LP(1) 3,376.80 4,100.40 $824.00
Valkstraxt 14, Sitard, The Netherbinds Homeo 112 LP (1) 2345.00 2,847.50 335000
ekminoplica 26-265, R d, The Nethortand: Homeo 117 LP (1) ' 1,688.40 2,050.20 241200
Noorderpoont 33, Verdo, The Netherkirds Homeo 219 LP (1) 1,688.40 2,050.20 241200
Industricweg 6-8,9, 4t Harde, The Notherhinds Homeo 92 LP 957.54 1,367.92 1.367.92
Nivesheidsnog 12, t Harde, The Nethestands Homeo 92 LP (2) 957.54 1367.92 1367.92
Nijerheidswog (44, 't Harde, The Netherlinds Homco 92LP G) 957.54 136732 136292
Nivorheidsieg 18, t Harde, The Netherbinds Homeo 92 LP (3) 957.54 1,367.92 1367.92
Nijvetheidseg 184, 't Harde, The Netherlands Hemeo 92 LP (3) 957.54 1367.92 136792
Niverheidsweg M, 't Hade, The Nethertands Hameo 92 LP (3) 957.54 1,367.92 136792
Essiem an Furd HEEF BV. - . .
|m.-u CAD S5496.77 68,620.06 79,251.10
Total EUR [13] 4141550 . 51,209.00 59,165.00
Netheriondt Mortgage Detrt ) Privcipal
First Lica Mongage Dett CAD™ 101,081.56 101,081.56 101,081.56
First Lica Mortgage Debt EURTY 7543400 75434.00 7543400
Recovery % 35% 68% 3%
Rermaining Residual Value CAD - - - ‘
Remaining Residoal Valoe EUR X - - .

Renuining Residaal Valoc CAD 15,780.53 2845194 42,358 81 |
‘otal Reenainiog Residirsd Value EUR 11,776.52 21,237.27 31511.05
{t) Sowrcs: Data Room. These propertics are being rolnquished to knders die 10 nogalive cquity value. Low and Mid vatuos based on 70% and 85% of Book Vakue.
{2) Sowsee: IC dated 4/13/13. HMBG has o chaim on H61's asscts. H6L has a recenvabe due fom HII which will participate in the gencral unseered recovery and ow through io HMBG.
(3) Accrued erest from 6/30/2011 1o 9972011 (Gling date)

(4} Souree: Data Room. Low/Mid/High based on DTZ spprasals dated 12/312012.
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Baltics

e 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

o 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

Low ¢ ane Ml Cane Hieh Cave 1BV

Ml R

i
Progeré® Entitv NAV
Tomimae 2, Talln, Estoria Hombirg Babic (ES) AST Imestments UU 44,990.50 47,637.00 $2,930.00
Unicentrs, Riga, Latvia Homburg Bskic (LV) Investments UU 23.235.60 24,602.40 17,336.00
Laisves 75, Vikthss, Lithuaniy KUB Homburg LT Baltjos lvesticos | 4,556.00 4,824.00 5360.00
Maironio 19, Kaunas, Liuania KUB Homburg LT Bakos Imrsticjos | 3,530.90 3,738.60 4,154.00
Tartuznre. 13, Tlkw, Extonis Hombug Baltic (ES) Imestments UU 3,417.00 3,618.00 4,020.00
Laisies 82, Kauxas, Limani KUB Homburg LT Bakjos Imvesticjos 2 7,859.10 832140 9,246.00
Gedinto 10, Vitis, Lihuoria KUB Homburg LT Bakjos Investicjos 1 9,112.00 9,648.00 10,720.00
Tibrs 157, Sindai, Lihuaniy KUB Homborg LT Baltjos Imvesticjos 2 3,872.60 4,100.40 4,556.00
Jagados 91, Vs, Litnaania KUB Hombizg LT Bakjos tmesticos 1 7.973.00 8,442.00 9,380.00
Geodimino 12, Vilnis, Lituanis KUB Hombwrg LT Baltjos [mvesticgos 2 8,770.30 9.286.20 10,318.00
Makovs 1, Tafim, Estonky Hominag Bakic (ES) Imestmens UU 4852 820,08 91120
Ukmerges 20, Pancyezys, Lihuania KUB Homburg LT Balijos Tnvesticfos 2 3,417.00 3,618.00 4,020.00
Raath 40, Paru, Estonia Homburg Balt: (ES) AST Imvesiments UU 3,675.30 3,256.20 3,618.00
Bomicas ils 46, Licpaja, Latvia Horsbarg Bakic (LV) fvestrcnts UU 1,480.70 1,567.80 1,742.00
Orhaich £, Gulbenc, Labvia Hombarg Boliic (LV) Investments UU 693,40 723,60 804.00
Jogallos 95, Vinius, Lithuania KUB Hotuburg LT Baligos Imvosticios 2 3303.10 349740 3,886.00
Aia 5, Vaka, Estonia Honmtnrg Bahic (ES) AST mvestments UL 1,082.05 1,145.70 1,273.00
Kestuein 38, Kannas, Lihvaria KUB Hamburg LT Bahjios favesticos 2 1,366.80 1,447.20 1,608.00
Vairu 11, Paide, Estonin Hombuwg Badic (ES) AST [nvestments UU 820.08 86832 964.80
Rigas icke 9, Sakdus, Lanvi Houburg Balic (LV} Investments UU 683.40 723.60 804.00
Zirmnzu 70, Vi, Latmania KUB Homburg LT Bahjos Imexiicos 2 $69.50 603.00 670,60
Vaksali2, VEjandi, Estonia Homburg Battic (ES) AST Investments UU 945.37 1,000,982 1,11220
Basanavicisus $1, Kedainisi, Litnania KUB Hombung LT Buljos Investicfos 2 1,366.80 1,447.20 1,608,00
Buxrbos 3, Mavickisi, Lithuania KUB Hombg LT Balijos [mvesticjos 2 569.50 603.00 67000
Tolkora ot 28, Nanva, Estonia Hombg Bakic (ES) AST Lavesuncrts UU 1,320.24 1,398.96 1,554.40
Priko, Abtus, Lahuania KUB Hoxbrg LT Baltos Imesticjos 2 1,070.66 1,133.64 1,259.60
Brivbas ich 14, Dobek, Lavid Homburg Baltc (LV) Investments UU 79730 244.20 938,00
Vytatso 31, Mariampobs, Lidnania KUB Homburg LT Bahjos Investicjos 2 774.52 22008 911.20
Torgass 13, Klsipeds, Lihnania KUB Homburg LT Babsios bivesticos | 1,19595 1,266.30 1,407.00
Rotuses 8, Birza, Litania KUB Hosbung LT Bahjos Iavesticos 2 .36 28944 32160
Tatima . 32, Raph, Estonia Houbrurg Baic (ES) AST Investmerts UU 530.89 615.06 683.40
Poamats ich 11, Joknbpik, Latvia Hombsrg Bakic (LV) Imestaronts UU 9730 844.20 938,00
Rakvere 3a, Johwi, Estonia Hontbug Bahic (ES) AST lavestments UU 774.52 $20.08 911.20
Dzimavuich 3, Kolliga, Lahi Homburg Bakic (LV) bnvestroents UU 47838 506.52 56280
Tsbuich 3, Prells, Lania Hombiwg Baltic (LV) Irvestaxcrts WU 318.92 337.68 37520
Kuldigas icta 3, Ventspls, Latvia Hombong 8t (LV) Investments UU 56950 603.00 670.00
Rigas icha 1, Siguida, Latvia Homburg Bahic (LV) Imestments UU 398.65 42210 469.00
Butricku ich 8, Limbaz, Lani Homburg Bakic (LV) Investmenss UU 284.75 301.50 335,00
Ulenio 15, Uteris, Liduanis KUB Homburg LT Baltjos Imestiefios 2 $35.33 566.82 620.80
Rigas ich 25, Vaka, Latvia ‘Homburg Bakic (LV) Investments UU 136.68 144.72 160.80
Lacpleea ich 2, Aiaukk, Latviy Homburg Balic (LV) Imvestments UU 250,58 26532 294.80
Berapis ich 6, Balvi, Latvis Homburg Baktic (LY) Ivestments UU 2780 241,20 268.00
Sekoaikia 29, Vi, Lifuania KUB Homburg LT Baljos tavestiefos 2 27336 289.44 321.60
Studentu ich 2, Krastiva, Latvia Hombrg Baltic (LV) Imvestments UU 250.58 26532 294.80
Ai 1, Jogeva, Estonia Hombwrg Bakic (ES) AST {mestments UU 227.80 24120 268.00
Turgaus 19, Ktaipoda, Lithuaria KUB Homburg LT Bahjos Imesticios ¢ 512.55 542,70 603.00
Turgans 17, Klaipeda, Lihoania KUB Homburg LT Bahjos Investicgos | 512358 54270 603,00
Jooiskis, Lihuaria KUB Horburg LT Bakjos Imvesticjos 2 91.12 9648 107.20
Vokictn9, Vi, Likuania KUB Homburg LT Balos Iavesticfos 2 1,20151 1314.54 1,460.60
Darm 13, Kiipeds, Lihuania KUB Homby LT Balfos Iavesticjos 2 1,537.65 1,621.10 1,809.00
Kahvacju 98, Vibtius, Lituanis KUB Homburg LT Balijos Investicos 2 284.75 301.50 335.00
Keskvafek 7, Kardh, Esionia Homburg Babic (ES) AST Investments UU 113.90 120.60 134.00
Lich ich 11, Kandinva. Latvis Homburg Bahic (LV) Investmerts UU 68.34 7236 80.40
[Total CAD 15335496 162,375.83 180,417.60
Total EUR IJQ 114,444,00 121,176.00 134,640.08
SEB Batric State Martgnge Dett 0 Prncipal
First Lion Mortgage Debt CAD' 134,000,00 134,000.00 134,000,060
First Lict Mortgago Debt EUR' 134 100,000.00 100,000.00 100,000.00
Recovery % 100% 1o6% 10036
SEB Bskic State Fuir Valoe Adfustment'™
Fair Vahue Adjustmeny CAD™? 10,687.84 10,687.84 10,687.84
Fair Vakie Adfustmen EUR®? IR 7976.00 7,976.00 7.976.00
Resnaining Residusl Value CAD 8,667.12 17,688.00 35,729.76
Remaining Residusl Value EUR 6.463,00 13.200.00 26,664.00

(1) Book vake bascd on Information Circubr dated Apri) 18, 2013,

(2) Mortgage debt based on book vabie EURE18mm bakines o Q3/12, kss EURISmm payment to SEB and 3mm amartoation. Nos that ks docs not reconcile with Neweo's pro-forma balanco shoet, which measures the

debt ot fir vohee,

(3) Reflocts loss on disposal of Balic esscts to refiect trc” fak voke,
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U.S.

e 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

e It has positive overall equity value; however, it will not form a part of Newco, which will be

entirely focused on Europe

o 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

Nonth Aeenei
[

Fom fave (BY)

Iheh € ase

Laaless

Assets .
Property? Exite NAV
669 Apon Freoway, Hurst, Tosas, USA Homburg Holdings (US) Inc 1,441.68 2,162.52 288333
555 East pikes Peak Avemie, Coborado SpringsColorado, USA Hombuzg Holdings (US) Inc 14854 2,185.12 291082
559 Enst pikes Peak Avem, Coborado SpringsColorado, USA Homburg Holdings (US) Inc 1,132.53 1,698.79 2,265.08
557 East pkes Peak Averue, Cobrade SpringsColborado, USA Homburg Hoklings (US} Inc 1,006.73 1,510.09 201346
3740 Colomy Drive, San Antonio, Texas, USA Homburg Holdings (US) tnc 83943 1,259.15 1,678.86

10800 and 10829 Hilpoid Deive, San AntonioJexas, USA Homburg Holdings (US) tnc 824.34 1,236.46 1648.61
4713 and 4738 Cotton Bek Drive, San Antordoeas, USA Homburg Holdings (US) Inc 49214 73821 98428

15510 Leningten Bouknard, Sugtund, Teaas, USA Homburg Holdings (US) Inc 58113 871.69 ,162.25
8400 Blanco Road, San Andondo, Texas, USA Homburg Holdings (US) Inc 53693 805.39 1,073.86
3535 Van Teytingon Orive, Colorado SpringsColorado, USA Homburg HoMdings (US) Inc 409.00 613.51 818,03
4575 Halon Parkwy, Cobrodn Springs, Colordo, USA Homburg Holings (UUS) Inc 280.72 42108 56144
Total CAD 92,000.00 13,500.00 1R,000.00
Total USD I ] ﬂ 9.026.18 13,539.26 18,082.3§
1S Moy De! LS
First Licn Mortgage Dbt CAD 4,867.00 4,867.00 4,567.00
First Lion Mongage Ocbt USD 488116 488116 488116
Recovery % 100% 100% 100%
Remaining Residual Vatuc CAD 4,133.00 8,635.00 13,133.00
Remaining Residual Value USD 4.145.02 ¥,658.11 13.171.20

‘ota) Renmaining Residual Vatue CAD 4,133.00 8,633.00 13,133.00

‘otal Remaining Residual Vatue USD 4,145.02 8,658.11 IS.I7]QJ
(1) US propestics are sted for 2 tolalol'$13mm Vakes have been alocated by square footage.
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Canada

e The Canadian portfolio comprises development properties in Alberta, and condominiums in
Alberta, PEI and Nova Scotia. It has positive overall equity value; however, it will not form a
part of Newco, which will be entirely focused on Europe

e As noted earlier, HMB4 holds a direct claim on Homburg Springs West, while Kai
Mortensen Towers are collateral for HMB7, and therefore their net proceeds are applied
directly to repayment of those series

e The difference between the residual value of those properties and the HMB claim value is the
undersecured portion, or deficiency claim

il € e NMigh Cuse sBNy

As e ol st Vi [0

Mostpage Band HMB4 Collaternt

Agscts

Propery: Entity NAV

Hom] Sprirgs. C: ¢ AB. NW guaster of Section Eeven. Township 26, 1. Cal AB Homeo 52 LP 6.650.00 9.975.00 13.300.00

otal CAD 665000 9.975,00 13,0000

Mortgape Bood Pavable Pricipa)
Morigrse Bond HMB4 CAD (EUR 20.01mam) @ 27.265.63 27,265.63 27,265.63
Acerued trieecst HMBA CAD ¢ : 397.78 397.78 397.78
Total CAD ; 27,6634 27,663.41 27,663.4}
Recovery % 249 36% 8%
Remaiging Residual Vatee HMB4 CAD - N -]
[Uaderse cured HMB4 Bord Postion CAD - 2101341 1765841 14363411
Morisage Bood HMBS Collaora)

Homburg Gatewsay to Nosth, Calsary, AB Homeo 33 LP - . -

‘otal CAD - B .

Mortgage Band Payoble Principal
Residal Mortaage Bond HMBS CAD (EUR 20.0!swo) @ 24,597.56 24,397.56 24,597.56
Recovery % 0% 0% ' 0%
Renwiniag Resiousl Vake HMBS CAD B _ =]
[Undensecured HMBS Band Pertion CAD 2459756 24,597.56 24.597.56 ]
Morigape Band MM BT Caflaterat

Auu.-u

Property Enity : NAV

TBD Homeo 62 LP -

I i ‘atal CAD - . -
|chniniug Resithual Vatue CAD - . -]
K i Mortensen Towers, vAB Homxo 88 LP 18.905.00 28357.50 ITRIOMN
Totl CAD 18.905.00 28,357.50 3181000
lanxo 8R LP JISBC Coastmiction Financing: Principal
Comstruction Financing CAD™" 5,000.00 5,000.00 SUUD.40
Recovery % 100% 100% 100%
{Remainiog Residual Valoe CAD 13.905.00 23337.50 32,810.00 ]
Homeo 48 LP Tradc Payabls and Other Creditons

[Remainiag Restdual Value CAD 13.905.00 23357.50 32.810.00 |
[Residusl Value to HMBT CAD 13.905.00 23357.50 32.810.00
Mortgige Bond Pavabte Pricipa|
Mortgage Bord HMB7 CAD (EUR 31.23mm) *? 13626/ 42,554.00 42,554.00 42,534.00
Accroed Interest HMB7 CADY? 600.13 600.13 600,13
Total CAD 4315413 43,1543 43,154.13
Recovery % 325 54% 7636
[Renmuiniog Residual Vatoe HMB7 CAD - B -}
Undersecared HMBY Bond Portion CAD 29.249.13 19,796.63 10.344.13 |



Canada (cont’d)

e 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

Lon Cuve ¢ Ehigh Cave (RY)

ol st i e, 1eav

Assets

Property Entiy Nav
Residence-Esa Claire (Condos). 307-6th Street SW, Calpary AB - 40 iy total Clurchil Estates Devebpoen 14d 247600 3.714.00 4,932.00
[Fotat CAD 247600 3,714.80 4,952.00
[Rematolog Residual Valug CAD 2.476.00 3.714.00 4.952.00
Chuteli Trade Payables 1t8.90 118.90 11890
ChuchBOerCrodon | L s e e e e e e e e e e e e e BREE 830 43920
“Totad Charchill Trude and Otker Unsecowed Creditors $58.11 588.11 S58.11
Recovery %6 1003 100% 160%%
[Remaining Residual Vatue CAD 191789 3,155.89 439349
Hesderson Fanas, AB Homeo 121LP - . -
[rotal CAD . N N
Honce 121 1P HSBC Consteuction Financing Prigipal
Construction Fiming CAD™" 6,575.00 6,575.00 6.8785.00
Recovery % 0% 0% 0%
Remainimg Residual Value CAD . N P |
200 Dr_ Fort McMurrav, AB Homeo 122 LP 3.289.84 4.934.77 6.579.69
[Total CAD . 3,289.84 4934.77 6,579.69
LP Mo, ixanci
Marigage Fiuncing CAD" 6,340.00 6,340.00 £.340.00
Recovery % 5286 78% 100%
[Remaining Resigual Vatuz CAD - - 239.69 ]
Crictal Towers, Colgary AB Homeo 105 LP . 4,037.50 603628 8.075.00
Total CAD 1,037.50 6,056.25 8,075.00
Mpence 105 LP FISBC Cosstruetion Financi
Construction Financing CAD™ . . 4,772.00 4,772.00 477200
Recavery % 85% 1003 100%
Remuining Residaal Vale CAD - 1284.25 3.302.00]
Points North, Cakeary. AB Homco 9 LP 15.200.00 22,800,00 30.400.08
[Tt CAD 15,200.00 22,800.00 30.100.00
Homen 96 1P & NCLL HSBC Consiruction Financing
Construegion Financirg CAD'™ 7,250.00 7,250.00 2.250.00
[Remaining Residuat Value CAD 7,950.00 15.550,00 23,150.00]
Castetio Towers (Condos), 322A & 526 - 12ih Av SW, Calary, AB - 104 units totat Castello Developmens Lid 693.75 1,040.63 1,387.50
Hombup Springs West, NW L4 Section 10, Township 26, Rangs t, Calgary AB Homco M4 LP 6,412.50 9,618.75 12.825.00
135 - 137 Povmal Strect, Chwbottciown, PE] Homeo 33 LP 3,006.25 450938 6.012.50
‘otal CAD 10,152.50 15,168.75 2022580
[Rematning Resigual Valoe CAD 10.112.50 15.168.75 20.25.00 ]
[Tota Remyining Residual Vafve CAD 19.980.39 35.158.89 5130158

(1) Source: Sedar, Moniors Creditor List and 2nd & 10th reportMonitor’s Repont
(2) Source: CCAA fiings. Mortgage Bonds akn have 3 corporsie graraniec from HII.
(3) Accrued terest 6/302011 to 33172013,
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8. Capital Structure Summary

e Terms of the Company’s key debt securities are mortgages are summarized below

Bonds
Series HMB4 HMBS HMB6 HMB7
Type Private Mortgage Notes
Issuer Homburg Shareco Inc.
d_uarantor ‘ Homburg Invest Inc.
Amount €20,010,000 €20,010,000 € 31,230,000 € 31,230,000
Coupon 7.50% 7.50% 7.50% 7.25%
Maturity Date 30-Nov-11 31-Dec-11 30-Jun-12 30-Jun-12
Security released at
Ist Lien on assets of  bondholder vote in return  Ist Lien: Homeo 61 Ist Lien on assets of
Homco 52 (Homburg  for €2.25MM guarantee  Units of: Homco 71, 72, Homco 88 (Kai
Rank / Se curity Springs West) payment from Homburg 73, 74, 76, 84, 85, 120 Mortensen Towers)
Series HBS§ HB9 HB 10 HB1I
Type . Private Unsecured Notes
Issuer Homburg Invest Inc.
Guarantor n/a
Amount € 50,010,000 € 60,000,000 € 100,005,000 € 100,005,000
Coupon 7.00% 7.00% o 125% 7.25%
Maturity Date 31-May-13 31-Oct-13 28-Feb-14 31-Jan-15
Rank / Se curity ' Senior Unsecured



Mortgages
Homco 69 Homco 70 Homco 86 Homco 87
Valbonue Real Homco Realty Fund Homceo Realty Fund (87)
Borower . Bstate2BV CoetBV _ _ (86BV ..BV.

Lender  NIBC Bank NV~ HSHNordback ~ ~ HBOS (nowLloyds)
Rak ~ FistLien FistUen  FirstLien First Lien_
Remaining Amount €25,950,000 € 24,100,000 €9,251,877 €4,988,123
Interest Rate 5.22% EURIBOR +4%  EURIBOR +1.25%  EURIBOR +1.25%
Maturity Date 1-Jun-14 28-Oct-15 22-Jun-16 - 22-Jun-16
Annual Amortization € 1,100,000 €282,000 €207,192 - €112,104
Not yet finalized.
Terms reflect what is
likely to be agreed
Additional Notes na upon Cross-Default with each other
Property Homco 110 Homeo 110 Homeo 110
MoTo Objekt MoTo Objekt Valbonne Real Estate
Borrower Campeon Campeon 5BV
Bayerische
Lender » Landesbank Imtech Ict Financial Falcon Bank
Rank / Collateral First Lien Second Lien * Share Pledge
Remaining Amount €24,534,404 €3,652,416 €25,309,037
Interest Rate 4.90% 8.44% LIBOR +8%
Maturity Date 16-Oct-20 31-Dec-15 1-Mar-18
Annual Amortization €4,861,920 € 1,361,952 € 5,000,000
Not yet finalized.
Terms reflect what is
likely to be agreed
Additional Notes n/a nfa upon
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9. Operating and Credit Statistics

Operating Suzimary (€S Thensandsy

[NAY

3 Manths Ending.

Notes 30 Dee-00 3-Dee-10 Af-Mhey-tl IN-Sep-12 31-Dece-11 31\l 3u-)
Revenue and Sale of Propestics Developed for Reale $285,853 $148,065 $139,966 $136350 sB.507 835,74 $36,632 330417
cratin, ses and Costof Sales $190.320 $3697 $37.958 $41395 $0.053 $10946 $12.152 0264
Graoss Incame from Qperations $95,533 $101,068 $102008 $94,955 524474 $24848 $24430 $11,153
General and Administrative 814,238 S14.820 17X $£20,643 9.9%4 $3997 3,480 9,182
lggc_gses Relating 10 CCAA Filings - - S13.151 $35,002 $10.733 $R.238 $6.974 9057
EBITDA $81.295 $86,248 $64,125 539310 $3,7157 $12.613 $14,026 $8914
{(Impat ) of Properties Under Develog (822,779) ($7.811) {52.455) ($2682) (52455) (3666) p2vz] SIS
(Change in FVof Investment Propentics s31222n (S.2n 1$196.391) ($317873) {$193.661) {$5.920) ($1023349) (S159%%)
Change in FV of Propertics Held for Sale - 2,109 (S15.016) (S15,175) ($15.116) M - -
Change in FYof Propertics Under Development (S48, 707) (16777} (558957 (550,838) (SHO.RI6) S6522 (S7.460) (854
Change in FVof Trading Finoncial Assets (5),182) K8 $32.490 518,782 SIRINE 93 (1] (834)
Change in FVof Derivatives (S7.586) 677 (85.299) ($8248) (SL57) (0] 3.2 (52.081)
EBIT {$316,091) $29.95% {§181,599) (§336,724) {$240,136) 311676 (899,096) {$9.168)
Tntcrest Eypense SI24.614 EIPOXEH SIR36 ($28.345) Sl16.162 (S15X2%) ($13.799) (S14.5%5)
Net Inconx (Loss) ($3Y.262) {S88.08) ($360.306) ($385,869) (5249,380) (11857 (§103.276) ($21.356)
Capital Expeaditurcs ($1,951) (SLR) (S2,384) {$2,062) (S413) (8276) (SLOT3) ($301)
Cash from Operations $37.082 (516518%) ($9,254) (323,140} 1$22.520) ($463) 1$479) $5322
Cash from Investing ($53.016) $66,680 R $49,769 PINH $15:416 $16,281 $32%
Cash from Financing SIS {S6y.114) (S42BIN ($54.033) (3R.504) {$16.600} {$22.5%) 156.103)
Balance Shect {CS Thousmuk)
) Nutes 3i-Dec-09 31-Dec-30
Nea-Corrent
Investment Propetlics 739415 $1408.727 $L.24291 $1,028,011 $1.224.291 $1226.591 S1.0V047D SLOZON
I Propertics Under Develop $245.8U6 $217.365 SH3.768 $141,260 SI43.768 s1a8.720 sl $141,260
1 at Fair Market Value K7.992 SEA64 SH27R $7,193 SRR $7.608 §7.365 $7.093
Invesiment in an Assaciale, Equity . $19t.702 . - - - - - -
Resiricled Cash $23.159 S4.088 SK514 SlIR466 S5 SH37Y $126224 SR 466
Defened TaxAssets L6715 316 Sy . $950 373 $35 -
CQureent
Cash and Cosh Equivalents R2.569 S13617 Sns3 $19,369 $20,523 S18.376 S1a2 $19.369
lavestoen), at Fair Market Value (Current) - . S22 - S120.222 - - -
Propesties under Dovelopment for Resale $13.957 $26932 S24R7 $15961 S2A.487 $22808 £16918 S13961
Reccivobles and Other SI.639 G028 S3A42 $14,127 $31472 $I0.668 2634 314127
Asscts Classified as Held (or Soke $72.957 Sid.247 $i123. 742 S135.854 $123.742 St15319 S116.247 SI135.85%4
Tota! Assets $3.292.249 $2,062,38) $1,728247 §1,480,241 $1,728247 $1,714,678 $1543,035 $1,480,241
Listiliti
Non-G Lishilits
Long Term Debt S2017.Hn $1453.340 395,324 392,069 SSO55M S594440 485317 SI9200Y
D Financial ), SHS UK - . - - - .
Defermed TaxLiabililies 1AM U0 SRR $19,173 $22182 $2244 S92 SIv.173
Orher Liabilitics SI2.838 SI0.340 - - - - - .
Pravisions S1704 $10.287 S362 $3.166 ) SR STUR §3.166
Total Non-Corrent Liabilities $2,102921 $1515869 5§618,345 $414408 $618345 $617442 $505467 5414408
G Lishik
A ts Payable and Other Liabitities $195.891 $102.7%3 G121 $35475 $a2210 586975 SR $33478
Income T Payable SI3750 SRR 501 53,195 S840 35915 S35 $3195
C ion F i S99 $u.23 744 - $7414 37253 . -
(Current Pontion of Long Team Debt S624.284 $185.168 S $480,508 $392.343 SIKToR SISR3 81508
Provisi $16.963 $16922 8.64 . S3.3702 2,607 -
Derivative Finoncial Instruments - - $26.850 $32284 S26.850 £21.962 20771 32284
Liabiltics Subject to Compromisc . - $794L383 $RO7,474 STHR5 $807.930 SHURSN S807.424
Liabititics Associated with Asscts Held for Sale $13.358 SYLIX2? S$82.936 $12237 SRT.Y26 SRLERR 10 S12237
Tatel Curvent Listilities $989.257 $445336 $1,330251 $1481304 §$1,380,.251 $1379.286 §1,427,020 $1,481,304
Total Liabilities $3,092,178 51,961,205 $1.998.5%6 $1895,712 $1,998.596 51,996,728 $1,932487 $1,895,712
Total Debt $2,736,723 $1,658,739 $1,789464 §1,680,048 $1,789 464 $1,797,721 $1,747,128 $1,680,048
Shareholder's Equit! $200.071 3101676 ($270.343) (3415471) ($270,349) ($282,050) (3389,452) {8415471)

Credit Sttistics (CS Thousands)

EBITDA / latercst Expense

(Tota) Debt - Cash)/ EBITDA
(Total Debt - Cash)/ (EBITDA -Capex)
Net Iavesunent in Warking Capital

31Dec0d . 33-Dec-10 30-Sep-i2 3i-Dec.i{ Mar-12 Jan 2
NA (#8.2%) (5.5%)! NA NA 68% 23% (17.0%)
334% 83% ns ©9.6% T30% 69.4% 668% 69.5%
- . 94% 5% 20% B 190% 28%
284% 583% as8% 28.8% 112% 32% BI% 293%
0.7x 08« 06 .49 02¢ 029 (.09 069
313x 19.4x e 166s NA NA NA Na
341x 19.5¢ 87 15.8¢ NA NA NA NA
($146.252) (566.758) (530738 ($243.61 ($30.738) (826307) ($10.490) (521.348)

31-Dec-1

LT

: 3 Months Fading,
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10. Review of Historical Asset Values

Catalvst Capital Graup Summary - Quarteeh Asset Masements

(C$ millions, umless otherwise indicated) Change since
Q32011 Q42011 2011 Q12012 022012 Q32012 CCAA Filing|
Germany - EUR 558.70 505,91 505.91 505.30 490.85 487.87
# of Investment Propertics 16 16 16 16 16 16 0
Total Change in Vahie - EUR {0.19) {52.80) (58.90) {0.61) (14.45) (2.98) (70.84)
% of Asseis 0.0% -9.5% -10.4% -0.1% ~2.9% -0.6% -12.5%
Netherlands « EUR 321.25 242.96 242.96 249.19 216.15 187.07
# of Investment Properties 32 32 32 32 32 32 0
Total Change in Value - EUR ©on (78.29) (76.07) 623 (33.04) (29.08) (134.18)
% of Assets 0.0% -24.4% -23.8%| 2.6% -13.3% -13.5% -39. 0%
Baltics - EUR 164.12 154.98 154.98 145.00 11494 114.04
# of Investment Properties 53 53 $3 53 53 53 0
Tota) Change in Vale - EUR 1.00 (9.13) (2.15) (9.98) (30.07) (0.89) (50.07)
% of Assets 0.6% -5.6%6 -1.4% -6.4% -20.7% -0.8% -32.1%
Total Furopean Assets - EUR 1,044.07 903.85 903.85 899.50 82193 738.98
# of Investment Properties 101 101 101 101 101 101 0
Total Change in Value - EUR 080 (140.23) (137.12) {4.35) (77.56) (32.95) (255.09)
96 of Assers 0.1% -13.4% -13.2% -0.5% -8.6% -4.0% -23.9%
Total North America 3090 30.50 30.50 30.00 30.70 29.70
[# of lavestment Properixs 12 12] 12 12 12 12, 0
Total Change in Valwe - CAD 9.60 (0.40), 8,70 (0.50) 0.70 (1.00) (1.20)
9 of Assets 45.1% -1.3% 39.9% -1.6% 2.3% -3.3% -3.2%,
Total # of Investment Propertics 113 113, 113 113 13 113 o
Total Investment Properties - CAD 1,497.30 1,22430 1,224.30 1226.60 1,090,50 1,028.00 (469.30)
Investaent Propertics Under Development - CAD 197.58 143,77 143,77 148,72 141.31 141,26 (56.32)
Propertics under development for resale 30.99 2649 26.49 2281 16.92 15.96 (15.03)
Total Assets - CAD 2,099.15 1,728.26 1,728.26 1,714.69 1,543.24 1,480.23 (618.92)
% Change in Total Assets -18% -16% -1% -10% -14% -29%
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11. Summary / Issues / 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 1.7x-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-on-cash return on 1.7x

Potential for a 4x-5x cash-on-cash return based on peer multiples, with downside limited due
to intrinsic value of one of Newco’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 of Newco

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 of Newco’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
e 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
s 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
provides 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
e 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
e 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
e  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
e Benthemstraat 10, 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
o Laisveés 75, Vilnius, Lithuania
o Site consists of approximately 107,639 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 :
e 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
s Gedimino 10, 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
e Mairenio 19, Kaunas, Lithuania
o Site consists of approximately 19,342 square feet. The four storey retail building is a
modern shopping centre with approximately 54,706 square feet
e Turgaus 15, Klaipéda, 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
o Turgaus 19, Klaipéda, Lithuania
o Site consists of approximately 11,528 square feet. The three storey office building with
basement and attic consists of approximately 2,838 square feet and is leased to SEB Bank
e Turgaus 17, Klaipéda, 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
e Gedimino 12, Vilnius, Lithuania
o Site consists of approximately 26,866 square feet. The five storey administrative building
with basement and attic is mainly office space with approximately 32,389 total square
feet and is occupied by SEB Bank
e 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
e Laisves 82, Kaunas, Lithuania

48

118



o Site consists of approximately 41,850 square feet. The three storey modern 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 approximately 10,281 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 11,135 square feet with both office and retail premises. There is also a
car park

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

Jogailos 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

Zirmiiny 70, Vilnius, Lithuania

o Site consists of approximately 298,041 square feet. The seven storey off ice building has a
total of approximately 12,798 square feet and is occupied by SEB Bank

LT107 Kalvarijy 98, Vilnius, Lithuania

o The six storey residential building with commercial premises on the ground floor has
approximately 1,632 square footage. SEB Bank is the main tenant

Saltoniskiy 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

Kestucio 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

e DarZy 13, Klaipéda, 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

e 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
e Tartu mnt. 13, Tallinn, Estonia
o Site consists of approximately 25,693 square feet. The five storey office building con31sts
of approximately 42,431 square feet
e 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, Pdrnu, 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
e Aia$, 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
e 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
e 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
e 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
e 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
e Rakvere 3a, Johvi, Estonia
o Site consists of approximately 9,192 square feet. The two storey bank office includes
approximately 9,117 square feet
e Aial, 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

o Keskviljak 7, Kérdla, 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
e Tornimie 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
e Unicentrs, Riga, Latvia
o Site consists of approximately 111,472 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
e 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 Liepdja city
e Ozoluiela 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 of Cesis town
e 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 Saldus City
e Brivibas 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
e 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
o 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
e 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
e Dzirnavu 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, Limbazi, 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

Ladplesa 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

Bérzpils 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
e NSI NV (pka Nieuwe Steen Investments NV) is the third-largest mixed-use REIT in the
Netherlands, focused primarily on commercial real estate investment
e NSI's equity is currently trading at attractive entry multiples: 0.57x book value, 10.9%
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
e The Company owns a diversified portfolio of 265 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
e 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%)

e NSI’s current valuation is similar to that at which Catalyst invested in Homburg Invest Inc.
(“Homburg”) and is creating Geneba Properties (“Geneba™)

o NSl is less levered than Geneba, at a 58% LTV vs. 68% LTV, but also has a much lower
occupancy rate, at 8§1.3% vs. 95.8%, and a lower cash flow yield, at 12.4% vs. 18.1%

(in EUR millions unless otherwise noted) Homburg / l NSI I NSI- Dutch NSI-Dutch
Geneba I Consolidated _  Properties Offices
Investment Property Value €613.1 €20397 1 €14120 €751
Market Capitalization ' esso 1 emo | emo® €473™
Book Value of Conmmon Equity €1621 | eea57 | €ssAY €29410
Occupancy Rate 958% L1 813% | 795% 71.3%
Gross Rental Income @ thm Cccupancy €56.7 i €156.1 1 €109.9 €604
Gross Rental Income @ 100% Occupancy €59.1 €1920 €1382 €847
Free Cash Flow @ Current Occupancy €172 I ¢ 46.1 282 €160
Free Cash Flow @ 100% Occupancy ews | emws 1 es2d4 356"
Price-to-Book osox | osm 1 oax 0.16x
Revenue Cap Rate @ Cument Occupancy 104% | .88% IO 0% 11.4%
Revenue Cap Rate @ 100% Occupancy 10.8% 10.9% ) 126% 16.0%
CashFlowYield @ Current Occupancy  181% 1 124% | ‘126w 38%
Cash Flow Y'eld @ 100% Cccupancy 06% ] 207% | B% 75.3%
valdend Yeld na I 4% I nfa nfa
Iy | o 680% -Z&Q% - 620% 620%"

(1) Catalyst estimate.
(2) implied by public vahution of Belgian assets.
(3) Implied by potential breakup value.



NSENY
Creation Muoliple Anals Sis
(1 EUR milliens unless otherwise noted)

14-day 14-day 14-day Current
Avg.Open  Avg. Close VWAP Price
€529 . €531 i ESM
£3608 _€362.1 310
. .E857 G €6457
€209 C€20397 1€
'l‘otal Gross Rent @ 100% Occupnncy ' €1920
LTM Free. Cash Flow @ Cumrent Occupancy €46.1
LTM Free Cash Flow @ 9 90% Occupancy €604
LTM Fm: Cash Flow @ 100% Occupancy . ) €769
NSIPIB Ratio 0.56x
Reveaue Cap Rate @ Current Gecupancy 8.9%
Revenue CapRate @ 90% Qccupancy 9.8%
Revenue Cap Rate @ 100% Occupancy 109%
Cash Flow Yield @ Corrent Occupancy 12.8%
Cash Flow Yield @ 90% Occupancy 16.7%
Cash Flow Yield @100% Occupancy 21.3% 20.7%
Intervest Offices & Warchouses (Belgium Properties)
Intervest Market Capitalization €269.7 €269.7 €269.7 €269.7
Book Vahte of Intervest Corrmon Shares . €2793 €279.3 €2793 €2793
Total Investment Properties €5813 €581.3 €5813 €5813
Total G'oss ch( @ Current Occupancy (86%) €454 €454 €454 €454
Total Gross Reat @_90_% Qccupancy €474 €474 €474 €474
Total Gross Rent @ 100% Occupancy €527 €527 €527 €27
LTM Free Cash Flow €180 €180 €180 €180
LTM Feee Cash Flow @ 90% Occupancy €197 €197 €197 €197
LTM Free Cash Flow @ 100% Occupnncy €242 €242 €242 €242
Inteevest P/B Raho . 0.97x 097x 0.97x 097x
Rewenue Cap Rate @ Current Qccupancy 19% 79% 7.9% 19%
Reweniue Cap Rate @ 90% Occupancy 8.3% 83% 83% 83%
Rewenue Cap Rate @ 100% Occupancy 2.1% 9.1% 9.1% 9.1%
Cash FlowYield 6.7% 6.7% 6.7% 6.1%
Cash RowYield@ 90% Occupancy 73% 13% 13% 13%
Cash Flow Yield@ 100% Occupancy ) 9.0% 9.0% 9.0% 9.0%
NSI Dutch Porifolio . .
NSi Ownership in Intervest | 54.8% 48% 54.8% 34.8%
Vahse of NSI Intervest Stake €1478 €1473 €1478 € 1478
Iaplicd NSI Dytch Market Value €2130 €2144 €2157 €2232
Estimated Actual NSI Dutch Book Value!”? €535.7 €535.7 €535.7 €535.7
NS! Dutch Investment Propesty Value C . €14120  €1,8120 €1,4120 €1,4120
pli ‘Dulch Inv Prop Valuc €1,089.3 €1,0906 €1,0920 €1,0995
Dulch Rent @ Olment Occupancy (79.5%) €1099 €109.9 €109.9 €1099
’I_fotql_ Gross Reat @ 90% Occupancy €1244 €1244 €1244 €1244
 Dutch Rent @ 100% Occupancy _€i32 eps2 €82 | €ns2
Imylied NSIDutch P/B Ratto ' 0.40x 0.40x 0.40x 0423
Implied Revenue Cap Rate @ Current Occupancy 10.1% 10.1% 10.1% 100%
Implied Revenue CapRate @ 90% Occupancy 114% 11.4% 114% 11.3%
Buplied Revenue CapRate @ 100% Qccupancy 12.7% 12.7% 12,7% 12.6%
ST Dutch ce olio
Inpticd NSI Dutch Market Vahie €2130 €2144 €2157 €232
Retail Market Value (Assume 0. 75xP/B)m €158 €1548 €158 €1548
€211 €L €211
€384 €393 | €473
€294.1 €294.1 €294.1
€s195 €508 [ €s;m3
€604, €604 €604
€762 €762 €762
€87 €87 | emt
0.13x _ 0.14x 0.16x
1179 11.6% 11.6% 11.4%
Im;iled Revenu: C:p Rnte @ 90% Occupancy 14.7% 14.7% 14.6% 144%
Implied Revenue Cap Rate @ 100% Qccupancy  ~ 163% 163% 16.3% 16.0%
(1) Esti d based on proportional allocation. Cataly st requires more mformamn on the actual structure of NSI's debt.
(2) Based on market comparables.

54.8%
€1478
€237.2
€5357
€l 4!2 0
€1,1135
€1099
€1244
€1382
0.44x
9.9%
112%
12.4%

€237.2
€1548

€211
€613
€294.1
-€5423
€604
€762
€47
0.21x
11,1%
14 0%
15._6%

54.8%
€14738
€261.4
€5357
€1,4120
€1,1377
€1099
€1244
€1382
0.49x
9.7%
10.9%
12.1%




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

Cas heon-Cash Multipte (Increase in Qccupancy to 85% )

Cash-on-Cash Multiple (No Change in Qccupancey Rate)

Entry Share Price ’ Entry Share Price
14-day 14-day 14-day Current 14-day 14-day 14-day 14day Current 14-day
Avg.Open Avg. Close  VWAP Price High Avg. Open Avg.Close ' VWAP Price High
€526 €528 €530 €554 €5.65 €5.26 €528 €5.30 €554 €565
2 775%| 17k 1.72x 1.71x 1.64x 1.6lx € 775%| 19% 1.98x 1.97x 1.88x 1.85x
‘g_ 8.00%¢ 1.56x 1.55x 1.54x 1.48x 1.45x E_ 800%| 1.80x 1.79x 1.79x 1.71x 1.68x
S 825%f 139%x 1.38 1.38x 132 1.29x 3 825%| 1.63x 1.62x¢ 1.62x 1.55x 1.52x
§ 850%) 1.2%x 1.23x 1.22¢ 1% 1.15x E 850%| 47 1.46x 1.45x 1.39x 137
g 880% 106x 1.06x 1.05x 1.01x 0.99%x 9  880%| 129x 1.28x 127% 1.22x 1.20x
& 900%| 095x 0.95x 0.94x 0.90x 0.88x &  900%| 1I% 117 1.16x Llx 1.09x
E 9.25%| 082« 0.82x 0.81x 0.78 0.76x E 925%} 1.03x 1.03x L.02x 0.98x 0.96x
9.50%| 0.70x 0.69%% 0.69x 0.66x 0.65x 9.50%| _ 0.90x 0.90x 0.90x 0.86x 0.84x
Cas -on-Cash Multiple (Increase in Occupaney Rute t0 90% ) Casleon-Cash Multiple (Increase in QOccupancy Rate to 95%
Entry Share Price Entry Share Price
14-day 14-day 14-day Current 14-day 14-day 14-day 14-day Current [4-day
Avg. Open Avg.Close VWAP Price High Avg. Open Avg. Close VWAP Price High
€526 €5.28 €5.30 €554 €565 €5.26 €5.28 €530 €5.54 €565
-2 7.75%| 233k 2.32x 231x 221x 21K € 775%| 268 2.67x 265x 2.54x 249%
‘é' 8.00%| 2.14x 2.03x 212 2.03x 1.99x i 800%| 247 2.46x 245x 2.35x 2.30x
3 825%| 1.96x 1.95x 1.94x 1.85% 1.8x 8 825%] 2.8k 227 226x 2.16x 212
é’ 850%| L78 1.78x L7x 1.69x 1.66x E 850%| 2.10x 2,09 2.08x 1.99x 1.95x
4 8.80%| 1.5% 1.58x 1.58x L.51x 1.48x ¢ 880%] 1.8% 1.89x 1.88x 1.80x L76x
& 9.00%| lanx 1.46x 1.45x 1.3% 13% | € 900%| 177 1.76x 1.75x 1.68x 1.64x
E 925%| 13x 132 131x 1.26x 123 :.: 925%]| 161x 1.61x 1.60x 1.53x 1.50x
9.50%| _ L.19% 1.18x 1.18x 1.13x 1.10x 9.50%| 147x 1.46x 1.45x 1.39x 1.37%
Cash-on-Cash Multiple - Cash Flow Yield
Eatry Share Price Entry Share Price
14-day 14-day 14-day  Current  I4-day 14-day 14-day 14-day  Current  14-day
Avg.Open Avg. Close  VWAP Price High Avg. Open Avg. Close  VWWAP Price High
€5.26 €5.28 €530 €554 €565 €5.26 €5.28 €530 €554 €5.65
. 040x{ 0.72x 0.72x 0.71x 0.68x 0.67x % 60%| 2.14x 2.13x 2.12x 2.03x 2.00x
3 050x] 090x * 0.90x 0.89x 0.85x 0.84x b~ 75%| L7Ix 1.71x 1.70x 1.63x 1.60x
B oosed L0 1O7x 106x  1mx  100x |- E 90%| 4k 14x  l4ax 136 13k
T 060 1.08x 1.08x 1.07x 1.03x 10Ix | & 105%| 12« 1.22x 121x 1.16x 1L14x
E 0.70x| 1.26x 1.26x 1.25x 1.20x L1% g 120%( 1.07x 1.07x 1.06x 1.02x 1.00x
,E 0.80x| 1.44x 1.43x 1.43x 137 134x - 122%] 1.05x 1.05x 1.04x 1.00x 0.98x
= 090x] 1.62x 1.61x 1.61x 154k 151x ;:i 13.0%] 0.%9x 0.98x 0.98x 0.94x 0.92x
1.00x|  1.80x 1.79x 1.78x 1.71x 1.68x 14.0%|  0.92x 0.91x 0.91x 0.87x 0.86x

Potential Value Catalysts

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 portfolic 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 turn
increasing equity value through a reduction in cap rates and LTV due to favourable
revaluations. Also, given the value-oriented pricing of NSI'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 brovide 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 of NSI'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 Ph:]hps pension
arm at the peak of the market in 2008

o To fund these two investments, the Company’s increased xts 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 / 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 (“Intervest”), 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



Recent Performance

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 Performance and Historical Price/Book
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Source: Bloomberg, Capital 1Q.

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 of NSI

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




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 term sheet dated May 16, 2013, 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
of Habas’ 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 NAV

o One of NSI’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 / Industrial

On October 14, 2011, NSI completed a merger with VastNed Office / 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
(in EUR millions) NS VNOI Combined
Gross Rent 103.2 783 181.5
Net Rent 88.7 68.1 156.8
Direct Result 524 25.0 774
Investment Properties 1,358.1 1,030.0 2,392.1
Type
Qffices 53% 90% 69%
Retail 42% 10% 28%
Industrial 3% 0% 3%
Geography
Netherlands 93% 44% 72%
Belgium 0% 18% 21%
_ Other Europe 7% 8% 7%
Occupancy Rate 90.0% 99% 85.6%
LTV 54.8% 54.4% 46%
Gross Rental Yield 84% 95% 8.9%
NetRental Vield — 73% 83% 7%

Source: Company filings. Based on FY 2010,
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All assets and liabilities of VINOI 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 VNOT’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 April 2013

10
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3. Comparables

e 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

. Ata 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

e 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

e 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

NSI NV
Conmanbies

fin EUR milions urlesn otherwze noted)

Praperty Mix £vama
PT Dlract

Shars  Markat  (arome Loands  Osographical Oca. ot Rental Prica ! Dividand

Pdca __ Cap _ProperSes_ Vil Focus Offce _ industial _Ranahh Raw Oroxs Runt_tncoms!”?  remif?!  wetviakd® Grossvietd®  Book __ Yisld
Coto NV €273 327 &ZD 4% NEORTXYFRARM%)  0O%  10%  £9.0% s66% 58 s 281 66% 7.6% 078 B4
Manest CsW®  €1870 220 21 st BEL{100%) 610X  Wo%  0o% s50% asa e 20 7.6% XY oo osm
Warsidhav NV €538 1,188 2013 440% NEO@SWYBELZA%)  160%  30%  790% to2% 1478 1208 [T 7a% Bo% oax  BI%
Wersidhaw Boigum €843 935 s 1e2% BEL(100%) 245%  00%  I55% % 312 20 23 new 21% 1100 1w
Vasthed Reuat eaer e 137 co% NEDGROTRARIN 00K OOW  WG0% %1% 1335 157 710 % 72.3% osex  aow
righ 2% 61.0%  290%  1000% 96 458 w7 291 2.5% f1% 110e BSW
Low 2% Q% o0% 0% 26.0% 12 08 249 63% 7am 0B Sa%
Awrage 9.5% 0I%  8E%  T07% °1% 1570 1as 74 so% 26m 0™ 7.4%
NSty ctas M 2908 S50%  MEDISWUBELEOW  SMOX  187%  284% 213% 180.6 1.3 13 (X% (Y1 08T T4%

(1) Gross rantless property opemting arpensee.
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{4) Gros's Rantxi heoms at [ :
) NSlowms S4E% of inrvest.

NSI Historical LTV and P/B Correlation
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Source: Captial IQ, Company filings.
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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 NSl 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

Value % of] Occupancy  Ann. Gross Rent % of|
EUR 0003 Totall Type Rate (100% occupanc: Total
1,142,693  56.0% Offices 75.1% 118,391 61.3%
Retail 572,697 . 28.1% Retail 92.0% 45347 23.5%
Industrig) 320,116  15.7% Industrial 89.7% 29107 151%
Residential 4,240 0.2% Residential wa 330 0.2%
Total Real Estate Investmants 2,039,746  100.0% Total 81.3% 183,178 100.0%
Geoograph: (EUR 000s) Total @ Geoyraph: Rate {100% occupancy) Tota)
Netherands 1,416,233 69.4% Netherlands 79.5% 136,186  71.5%
Switzerand : 34,218 1.7% Switzerland 96.5% 2,525 1.3%
Belgium 569,294  28.9% Belgium 85.2% 52464 27.2%
Total Real Estate Investments 2,039,746  100.0% Total 81.3% 193,175  100.0%
(in EUR 0009 LT™M Change
2008 2009 2010 2011 2012 1Q13 '08-LTM '10-LTM
Gross Rentat Income 1oL? 103.8 1032 1200 1605 156.1 +54.4 +53.0
»y +2.1% (0.6%) +16.3% +33.8% +15.1% +33.5% +51.3%
Net Rental income 883 89.6 837 1015 1373 1339 +45.7 +453
Direct Investment Result (Pre-Tax) 48.7 502 49.0 47.8 723 69.8 +21.1 +20.8
Free Cash Flow o493 4.7 44 30.5 41.2 46.1 (3.2 +1.7
Occupancy Rate 92.4% 90.9% 90.0% . B41% 81.1% 81.3% (11.1%) (8.7%)
Net Rental Yicld (Net Cap Rate) 7.1% 7.3% 7.2% 76% 8.0% 8.1% +1.0% +0.8%
Cash Flow Yicld 11.6% 7.7% 6.8% 54% 11.7% 13.8% +2.2% +7.0%
Loan-to-Value 57.2% 54.9% 54.7% 572% 58.2% 58.0% +0.8% +3.3%
Debt/ Capital 58.1% 56.3% 56.1% 59.4% 60.8% 60.4% +2.3% +H42%
Price / Baok Value'" 0.64x 0.98x 1.13x 0.74x 0.58x 0.57x 0.07x -0.56x

(1) LTM 1QI3 Price/ Book as at dy 17, 2013.
Source: Company filings. As of March 31, 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 Europe over the past five years

o The Belgian market, which is 30% of NSI’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 2012

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 5.1% 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 100bps over the past five years

12
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Historical NSI Vacancy Rates Historical NSI Net Yields
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Source: Company filings.
o As aresult 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 000s) by Type Asset Revaluation (EUR 000s) by Country
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Source: Company filings.
o 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
e Atacurrent 58.0% LTV, NSl 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 €102.2MM corporate
credit facility and €75MM of bonds issued out of Intervest in Belgium

o OnJuly 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 delever, as a €100MM 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

13
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Source: Company filings, Catalyst estimates.

e To reach a 50% LTV, NSI would need to raise ~€160MM of additional capital for property
equity investments or debt repayment

e In addition to its short-dated maturity stack, NSI’s overall lease profile is also relatively
short, exposing it to significant re-letting risk

e 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% of leases come due in 2018 or later

NSI Lease Expiration Calendar
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Source: Company filings.
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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

NSI Retail Property Redevelopment Pipeline

Current Actual Iavestment Expansion /

Size (sqm) Gross Rent/sqm A Renovation (sym}
Het Laga Land Rotterdam 0 M. eleds L0 om0
4Loon Heelen a% 2531 €018 8000 2400 2013
De Heeg Maastricht %% 3,536 €1476 1,400 3550 201372014
't Platcau Spijkenisse 9% 5244 €1312 1,500 450 20132014
Stepassage Rijswik 89% 10,516 €267.0 9,730 5,100 2013/2014
Keizerslanden Deventer 98% 69713 €1980 21,960 _ 14,800 2014

Total 93% 54,326 € 155.1 44,290 27,000

Source: 2012 Annwil Report,

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

NS10flice Property Redevelopment Pipeline

Current Current Actual Investment Expansion /

Occumncey Size (sgm) Gross Rent/ sqm ! Renowition (sqns)
Delflandlaan Amsterdam D) 7440 €00 10,720 9,300 . 2013
Wegalaan Hoofddorp (.3 3,032 €00 1,000 3,400 2013
Weg der Verenigde Naties  Utrecht o238 3092 €00 1,500 3,100 . 2013
Karel du Jardinstra A Jam 1] 6107 €00 3,000 - . 2013/2014
Keizersgracht Endhoven 98% loga €1757 4,800 10,820 = 2013/2014
Europaweg Zoetermeer ™% 10,480 €103.0 7,200 13,000 201372014
Parkstraat  The Hague 100% 2,953 €1964 2,000 2950 L2014
Geleenstraat Heerlen 100% 10,072 €__9?‘l 15,960 11,900 201672017

Total 59% 53,997 €1328 46,180 44,470

Source: 2032 Annual Report.

15



Cash Flow Projections

o 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 14), 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
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

o 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 capex 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
of 2014, leaving a ~€130MM gap versus maturities, excluding dividend payments

NSI Consolidated Cash Flow Projection - Base Case

fall fpures in EUR 000s) Month Ended, 4 months, Year ended,
Sep-13 Oect-13 Nov-13 Dec-13 2013 2014 2015 2016 2017

Offce 7498 7495 1493 7495 29,980 9737 93,572 93443 97352
Yiygrowth na na na ny na +2.0% +20% +2.0% +2.0%
Retal 3290 3,200 3.220 3290 13,162 40.276 4081 41,903 42741
Yiygrowth na na wo na na +2.0% +2.0% +2.0% +2.0%
Industrial 2133 233 2133 203 8533 26110 26632 27004 21008
ylygrowth "a nd na na "o +2.0% +2.0% +2.0% +2.0%
Gross Rent 12,919 12,919 12,919 12919 51,674 158,122 161,285 164,511 167,801
sy growsh na na na " na na +2.0% +2.0% +2.0% +2.0%
Rental Discounts 190 199 190 0 759 1.958 1421 1450 1479
Rental Discounts 1.5% 1.5% 1.5% 1.5% 1.5% 1.2% 0.9% 0.9% 0.9%6
OpEx 1824 1824 1.824 1.524 7296 22328 22771 nam 23691
Opkx % 14.1% 14.1% 13.4% 14.1%% 14.1% 14.1% 14.1% 14.196 14.1%
Net Rental Income 10,905 10,905 10,505 10,905 43,619 133,940 137,092 139,834 142,631
SG&A 30 S8 03 500 2037 6232 6357 6AB4 6,613
SG&A % 19% 3.9% 19% 399 3.9% 3.9% 3.9% 3.9% 3.9%
Interest c +4.346 4341 4336 4331 17,356 51.586 50.869 30.164 49469
Pre-Tax Eamings 6,049 6,054 6,059 6,064 24,227 76,122 79,866 83,187 86,549
Income Tax Provision 91 \| 91 91 363 1142 1188 1248 1,298
Jox Rate % 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Dircet Investment Result 5,958 5,963 5,968 5,973 23,864 14,980 78,668 81,939 85,251

burable 1o NSI Sharcholde 5.093 3.098 5.403 5107 20401 64,625 67111 69,981 72,886
Qperating Cash Flow 5,958 5,963 5,968 5973 23,864 74,980 78,668 81,939 85,251
Capital Expenditures 2917 2917 2917 2917 11,667 35.000 25400 17500 17.500
Free Cash Flow 3,042 3,047 3,052 3,057 12,197 39,980 53,668 64,439 67,751 -
Dividend Payment to NS1 Shareholders 1417 R be) 1,129 1,135 4,504 16380 20690 39151 42273
Dividend as % of NS Direct Result 21.9% 220% 22.1% 22.2% 22.1% 25.6% 44.2% 55.9% 58.0%
Dividend Yield ai Current Market Cap n‘a na n/a nia nfa 4.5% 8.2% 10.8% 11.6%
Debt Amortization 154 13713 137 1,369 5487 16411 16.165 15922 13,683
Dividend to Minority Interests (Intervest) 551 351 552 352 2206 7189 7813 9366 9,795
Net Cash Flow -~ - - ~ - - - - -
Starting Cash 12779 127719 12,779 12779 12,778 12,779 12,779 12,779 12778
Ending Cash 12,779 12,779 12,779 12,779 12,779 12,779 12,779 12,779 12,779
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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 of 2014, 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

NST Consutidated Cash Flow Projection - Downside Case

(atl figures in EUR 000s) Month Ended, 4 mounths, Year ended,
Sep-13 Oct-13 Nov-13 Dec-13 2013 2014 2015 2016 2017

Office 7495 7495 7495 7495 29,980 0038 70,797 63,661 65661
My growth no na na na na (11.1%) (11.5%) (?2.3%) -
Retal 3290 3290 3.2 3290 13,162 25470 31756 293817 29817
Yy growsh na na na na ne 110.2%) (10.5%¢ (6.1%) -
Industrial 2,133 2133 RAEX) 2133 8,533 22963 . 20527 19246 19.240
Yy growth na na na na na (10.3%) (10.6%¢) (6.3%6) -
Gross Rent 12,919 12,919 12,919 12,919 51,674 138,3%0 123,081 114,718 114,718
vy grawth na na na aa na (10.7%) (11.1%) (6.8%6) -
Rental Discounts 1] 190 190 190 759 1.630 1090 1019 1019
Rental Disconnts 1.5% 1.5% 1.5% 1.5% 1.5% 1.2% 0.9% 0.9% 0.9%
OpEx 1.524 1824 1824 1824 7,29 19536 17372 16189 16,189
OpEx % 14.1% 24.1% 14.1% 14.1% 14.0% 14.1% 14.5% 14.1% 14.1%
Net Rental Income 10,905 10,505 10,905 16,905 43,619 117,224 104,613 97,510 97,510
SG&A 509 50 509 500 2037 5454 4851 4321 452
SG&ASs . 3.9% 3.9% 3.9% 3.9% 3.9% 39% 3.9% 3.9% 3.9%
Interest Expense 4340 4.341 4.336 4331 17356 31586 30.869 0104 49469
Pre-Tax Eamings 6,049 6,084 6,059 6,064 24,227 60,184 48,899 42,826 43,521
Intome Tax Provision 91 o1 N 91 363 903 733 642 653
Tox Rote % 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 15% 1.5% 1.5%
Direct Investment Resuit 5,958 5,963 5,968 5,973 23,864 59,282 483,166 42,184 42,868

ble to NSI Sharchold . 5.093 5.098 5,103 5.107 20.401 30.358 40,598 35417 36.044
Ope rating Cash Flow 5,958 5,963 5.968 5,973 23,864 59,282 48,166 42,184 42,868
Capital Expenditures 2017 2917 2917 2917 11,667 35.000 35,000 22500 22300
Freo Cash Flow 3,042 3,047 3,052 3,057 12,197 24,282 13,166 19,684 20,368
Dividend Payment to NS] Sharcholders Lnz AR 1129 1135 4,504 23 - - 430
Dividend as % of NSI Direct Result 21.9% 22.0% 22.1% 22.2%¢ 22.1% S4% 0.0% 0.0% 1.2%
Dividend Yteld at Current Market Cap nla n/a nia n‘a n/a 0.7% 0.0% 0.0% 0.1%
Debt Amortization 137 137 1,37 1.369 5,487 1641 16,165 15922 15683
Dividend to Minority Interests (Intervest) 531 551 352 552 2,206 EXEL 3824 4375 4234
Net Cash Flow - - - - - - (6,823) (414) -
Startng Cash 12779 127719 12,779 12,779 12,779 12779 12,779 5,956 5,542
Ending Cash 12,779 12,779 12,779 12,779 12,779 12,779 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 €S8MM 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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NSI Consolidated Cash Flow Prajection - High Case

(all figures in EUR 0003) Month Ended, 4 months, Year ended,
Sep-13 Oct-13 Nov-13 Dec-13 2013 2014 2015 2016 2017

Office 7495 7495 7495 7495 29,980 96,169 102,534 108,895 111,072
yip grawth na na na na na +6.9% +6.6%6 +6.2% +2.0%
Retai 3290 3290 3290 3290 13,162 41,643 43495 44,987 45887
Yy growth na nu na na ne +5.5% +4.4% +3.4% +2.0%
Industrial 2133 2,133 2133 2133 8533 27273 28957 29856 30483
yy growth na nu n i na +6.5% +6.2% +3.2% +2.09%
Gross Rent 12,919 12,919 12,919 12,919 51,674 165,085 174,986 183,767 187,442
Wy growth na na »a na na +6.5% +6.0% +5.0% +2.0%
Rental Discounts 190 190 190 190 59 1.965 1.586 1.677 1,710
Rental Discounts 1.5% 1.5% 1.5% 15% 1.5% 1.2% 0.9% 0.9% 0.9%
OpEx 1824 1824 1524 15824 7,296 23289 24,662 25888 20,406
OpEx % 14.1%6 14.1% 1H4.1% 1% 14.4% 14.1% 14.196 14.0% 14.1%
Net Reatal Income 10,905 10,905 10,905 10,905 43,619 139,831 148,738 156,202 159,326
SG&A 509 500 309 5 2037 6,505 6894 1,239 1394
SG&A % 3.9% 3.996 1.9% 3.9% 3.9% 3.9% 3.0% 3.9% 3.99
Interest Exp 4346 434 43306 4331 17356 31.586 30.869 SU.164 49469
Pre-Tax Eamings 6,049 6,054 6,059 6,064 24,227 81,740 90,975 98,800 102,474
Income Tax Provision 91 91 9 Nn 363 122 1365 1482 1537
Tax Rate % 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%6 1.5%
Direct Investment Result 5,958 5,963 5,968 5,973 23,864 80,514 89,610 97,318 100,937

Attributablc to NSI Sh J.093 5.098 3.103 3.107 20.401 68.599 76.072 82,622 85,780
Oporating Cash Flow 5,958 5.963 5,968 5,973 23,864 80,514 89,610 97,318 100,937
Capial ditures 2917 2917 2917 207 11667 35000 25000 12500 12.500
Free Cash Flow 3.042 3,047 3,052 3,057 12,197 45,514 64,610 84,818 88,437
Dividend Payment to NSI Sharehoklers 117 1423 11 L1335 4,504 20955 38631 56792 60,100
Dividend as % of NSt Dircct Result 21.9% 22.0% 22.1%% 22.2% 22.1% 30.5% 50.8% 6B.7% 70.1%
Dividend Yicld at Current Market Cap nla n/a nia nla n‘a 5.8% 10.6% 15.6% 16.6%
Debt Amortization 1374 1373 131 1369 5487 16411 10,165 13922 15.683
Dividend to Minority Interests {latervest) 351 551 352 552 2206 3,148 9794 12,104 12,587
Net Cash Flow - - - - - - - - -
Starting Cash 12779 12,779 127719 12779 12779 12,779 12719 12,779 127719
Ending Cash 12,779 12,779 12,779 12,779 12,779 12,779 12,779 12,779 12,779

Sensitivity Analysis

e A 0.5% change in cap rates equates to a ~3% change in NSI’s LTV and a ~5% change in

NSI’s asset value

e A 5% change in NSI’s rental income equates to a ~2.5% change in LTV and a ~5% change in

Change in Cap Rate

asset values
Change in Rent

(10.0%) _ (5.0%) - +50%  +10.0%
(15%)] 542%  513%  483%  464%  443%
0%)| 576%  546%  518%  494%  47.1%
©5%)| 610%  ST8%  549%  523%  499%
- 644%  611%  580%  S552%  S2T%
5% 679%  643%  6L1%  582%  555%
+10%| 713%  675%  642%  611%  583%
+1.5%( 74.7% 70,8% 67.2% 64.0% 61.1%

Sensitivity Aualvsis - Change in Asset Value

(1.5%)
(1.0%)
(0.5%)

+0.5%

Change in Cap Rate

+1.0%
+l'.5%

Change in Rent
(100%)  (5.0%) - +5.0% +10.0%
71% 13.0% 19.0% 24.9% 309%
0.7% 6.3% 11.5% 17.5% 23.1%
-5.0% 0.3% 5.6% 10.9% 162%
-10.0% -5.0% 00% 5.0% 10.0%
-14.5% -9.8% -5.0% -0.3% 4.5%
-18.6% -14.1% 9.6% -5.1% -0.6%
22.4% -18.1% -13.7% 9.4% -5.1%

e Inorder 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
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Dutch Retail Portfolio
Following the sale of a Swiss shopping centre in Apnl 2013, all of NSI’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 hxgh-street shops in prlme city locations. Of NSI's 45 retail

properties, approximately 2/3s are outside the major cities of Amsterdam, Rotterdam,
Utrecht and the The Hague (“G4 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 portfolioc 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 <100,000

Retail Portfolio Statis tics

(inn EUR 000s wnless odheririze noted)

Large Scale Retail Retail Total
Lettable Area (sqm) 90,499 208,024 208,523
Occupancy Rate 95.8% 9[ 4% N.7%
Portfolio Market Value 88,385 480 682 569 067
Gross Rent at Current Oceupancy 7,239 33,595 40, 834
Gross Rent at 100% Occupancy 7,556 36,756 44,312
Trmplied Gross Yield 85% 7.6% 7.8%
Effective Rent / Sqm (EUR) ix] 186 153

Source: Camfany filings. As at Dec. 34, 2052,

NSI aims for a mix of 25% food retail (22% as of March 31), targeting daily shopping needs
Four of NSI’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 10%

Top 10 Retail Tenants

Name Tvpe # of Locations _Ann, Rent (EUR MM) % of Rental Income
Ahold Vastgoed Supermarkets T 29 6%
Eiferkanp Fumiture na 21 5.1%
Lid) Nederland GmbH Supermarkets 7 ) e 2.7%
Jumbo . Supermarkets wa ) 1.0 25%
Ps . Supermarkets. 4 10 23%
Blokker General Retail nfa 0.9 23%
Mediamarkt Saturn Consumcr Electroics na 09 23%
ASWatson Hoath& Beguiy Retal ~ wa . 09 . 23%
Defailconsut Groep . Supenmarkets n/a 08 1.9%
Action cherland General Retail wa 06 1 4%
Total Top 10 12.2 29.7%

Soarce: Company fifings, Carayst. A3 at Dec. 31, 2012,

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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e 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 ylelds are ~5.75%, relatively

unchanged since 2009

Retail Portfolio Vacancy Rate and Net Yield

9.0%
8.0%
7.0%
6.0%
5.0%
4.0%
3.0%
2.0%
1.0%

25%

'8.0%

0.0%
2008

2009 2010 2011 2012 1Q13
=9 Vacancy —&—Yield (RHS)

72%
7.0%
6.8%
6.6%
6.4%
6.2%
6.0%
5.8%

Source: Company filings.

e AsofMarch 31, 2013, the weighted average maturity of NSI’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

e 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
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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

NSTI’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 2012

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 2012

= 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 10-15% of rental
income from the portfolio based on lower new rents and higher vacancy rates

o A 10-15% 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
Sensitivity Analysis - Change in Retail Rentul Income
Change in Occupancy Rates Change in Rental Income

(10%) (5%) - +5% +10% (10%) (5%) - +5% +10%
g 130] -23.0% -18.8% -14.5% -10.2% -5.9% 3 +2.0%| -281% 24.1% -20.1% -16.1% -12.1%

5 135| -20.1% -15.6% -11.2% -6.7% -23% ;"': +1.5%| -243% 20.1% -15.8% -11.6% -74%

é 140 -17.1% -12.5% -79% -3.3% 1.3% é 5 +1.0%| -200% -15.6% -11.2% $.T% 23%

En 145| -14.1% 9.4% “4.6% 0.2% 49% 'E +0.5%| -15.3% -10.6% -55% -1.2% 3.5%

E 150] -112% -6.3% -13% 3.6% 86% g -4 -10.0% -5.0% 0.0% 5.0% 10.0%

155 -8.2% -3.1% 2.0% 7.1% 12.2% 0.5%)_4.0% 1.4% 6.7% 120% 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

e 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

o The Dutch office portfolio constitutes ~38% of NSI's total property portfolio

Dutch Oflice Statistics
(in EUR 000s unless otherwlse noted)
Lettable Area (sqm)

Portfolio Market Vahie
Gross Rent at Current Occupancy
Gross Rent at 100% Cccupancy
Implied Gross Yield

Effective Rent / Sqm (EUR)

Saurce: Company filings. As at Dec. 31, 2012,

e Properties are concentrated in the Randstad conurbation, comprising Amsterdam, Rotterdam,
The Hague and_ Utrecht, which has a total population of 7,100,000
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» Randstad conurbation

e 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)

Amsterdam
14%

Other, 60%

North

Holland, South

Holland,

35%

19%

Gelderland,

Qverijssel,

\ Friesland,

4%

Source; Company filings.
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e NSI has a large and diverse tenant base in its Dutch offices, with over 400 tenants in 153
locations

¢ Four of the top 10 tenants are government agencies (national and municipal)

e Only one tenant accounts for more than 5% of office rental income, and no tenants account
for more than 10%

Top 10 Dutch Office Tenants

Name Type Ann. Rent (EUR MM) % of Rental Income
Dutch Government Buildings Agency National Government 38 6.2%
Stichting de Thuiszorg Icare Healthcare 22 3.6%
ProRail BV ' National Government 20 3.2%
Imtech Technical Services L1 1.7%
RDW ~ National Government 10 | L%
Gemeente Heerlen Municipal Government 1.0 1.6%
Stichting RO v.A. n/a 0.8 L4%
Ziggo BV ) ‘Media 038 L.2%
Hewitt Associates _ _ Consulting ' 07 1.2%
Oranjewoud Beheer BY Engincering 0.7 ) 12%
Total Top 10 : 14.1 22.9%

Sonrce: Company fifings, Catalyst. 4sat Dec. 31, 2012.

e 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 through 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

e 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 1Q13

Dutch Office Portfolio Vacancy Rate and Net Yield

30.0% ' 28.7% 27.9% 9.5%
25.0% 9.0%
8.5%
20.0%
8.0%
15.0%
7.5%
10.0% 7.0%
0,
5.0% L—LT% 6.5%
2008 2009 2010 2011 2012 1Q13
~—4--Vacancy - Yield (RHS)
Source: Company filings, Catalyst estimates.
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As of March 31, 2013, the weighted average maturity of the 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 ~ : : 147277 - | 25%

14,000 .
12,000 20%
10,000

8,000 15%

6,000

4,000 10%

2,000

0 5%
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Source: Company filings.

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 Q1 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 QI 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 5-10% 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 of NSI, this potential decline
in asset values would put significant pressure on current equity values

Sensitivity Analvsis - Change in Office Rental Inconre

Change in Occupancy Rates ) Change in Rental Income

(10%) (5%) - +5% +10% (10%) (5%) - +5% +10%

g 100 -38% 35% -32% -28% -25% g +20%| -23.9% -19.7% -15.5% -11.3% -70%
5 10| -32% -28% 25% -21% -17% E +1.5%| -209% -16.5% -12.1% 1% -33%
5' 120 -26% R% -18% -14% -10% § 5 +.0%] -17.5% -13.0% 4% -3.8% 0.8%
5 130] -20% -15% -11% 1% 2% i +0.5%] -13.9% 92% 4.4% 04% 52%
% 140 -14% % 4% 1% 5% g -l -100% -S50% 0.0% 50% 10.0%
150} 8% 2% 3% 8% 13% 05%)_-5.1% -0.4% 4.8% 10.0% 15.3%
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e 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% of NSI's property value and are weighted approximately
60% offices and 40% logistics by market value

Interwest Portfolio Becalidown

all figures in EUR 000s unless othenvise noted

Gross Rent at Grass

Office Space Storage and Total Fair Current  Gross Rent at Implied Rent/ Occupancy
Reglons (sqm) Other (sqm) (sqm) Value Occupancy Full Occupancy Gross Yield sqm (€) Rate
Qffices .
Brussels 84,388 24382 86,870 140,937 12,012 13,565 9.6% 156.2 85%
EI19 (inct. Malines) 104,281 11,516 115,797 169,356 12,313 15,905 9.4% 1374 7%
Antwerp 27,289 1,153 28,442 . 41,561 4,019 4,074 9.8% 143.2 9%
Total Office 215,958 15,151 231,109 351,854 28,344 33,544 95% 145.1 85%
Logistics
Antwerp - Malines 6,670 160462 167,132 93,366 6434 8,147 87% 48.7 79%
Antwerp - Liege 11,817 161,749 173,566 105,430 8,185 8,326 7.9% 480 98%
B 1 6,649 35,852 42,501 30,630 239% 2,657 8.7% 62.5 90%
Total Logistics 25,136 358,063 383,199 229426 17,015 19,130 8.3% 49.9 89%
Total 241,094 373214 614,308 581,280 45,359 52674 9.1% 85.7 86%

Sonrce: Company filings. As at December 31, 101 3,
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o All of Intervest’s office locations are located on the Brussels-Antwerp 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 EI9 European highway between Brussels and Antwerp which includes the smaller
city of Malines (also known as Mechelen)

e 87% of logistics properties are located on the A12 and E19 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, Brussels,

£19,48% ntwerp-

Antwerp- Liege. 46%
Malines,
41%

Brussels,
40%

Source: Company filings.

e 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% t0 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% '
e Vacancy rates in the broader Brussels office market average ~10%, 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
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g 13% 88% =
Q
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—4~Vacancy - ~—Gross Yield
Source: Company filings.
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e Office rents generally ticked higher in 2012 but supply/demand dynamics remain a

headwind. There are notable regional differences:

o Activity in the Brussels office market rebounded after a very weak 2011 and Q1 2012,
although overall take-up was ~15% below the 10-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 yields higher

»  QObsolete/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 of Intervest’s office
properties, was above its 10-year average

o 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 / 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

|

Top Intervest Tenants

Name Type Portfolio Ann. Rent (EUR MM) _ % of Rental Income
PricewatethouseCoopers Accounting Office ... 38 N 8.0%
Deloitte Accounting Office 36 8.0%
Hewkett-Packard Belgium (EDS Belgium) Technology Office 27 6.0%
Nike Europe _Apparel Industrial 23 5.0%
Fiege Logistics Industrial 23 5.0%
Uti Belgium . Logisties Tndustrial 14 o 30%
PGZ Retail Concept . Consumer Products Industrial . L4 3.0%
Pharma 1.ogistics . Logistics Industrial 1.4 3.0%
Ceva Logistics _ Logistics . Industrial 14 3.0%
Neovia Logistics Logistics Industrial 1.4 3.0%
Total 214 47.0%

Source: Company filings, Cotalyst. Asat Dee. 31, 2012.

o 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

Intervest Lease Expiration Calendar
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S. 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

26%

Habas Group
4% Free float
shares
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~79.5%

~20.5%

100%

100%
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55.7%

100%

29

LGl



6. Operating Results and Capitalization Table

e Recent operating results, capitalization and credit statistics are tabled below in Tables 1-3.

Operating Sumoary {ELR 600s) (MR .. ... . . MoohsEndng, R
Nides J1-Dee-10 M-Dee-d b 31-Dee-82 0 3 NMuareld 30Jpn-12 J0-Sepdl St-Dec-12 M -d3
Gross Reatil Income S13,170 S119904 $160.545 $156,21 539850 38879 840317 $31,075
Service Costs Recharped to Tenants $12,726 SI3SN 23,009 $23,058 S9N 56,373 £8,05% 5733
Scrviec Costs Nat Recharged to Tentants (14469 ($16.345) (827,763) (827,466) (SA09) (S73%) ($7.099) (S5,8(9)

ng ($127470) $15.716)_ (SL8A5T {$47,766) 184323) 154210 ($1.R%4) ($4.247)
$88.685 $101497 S1I¥I3M $133.947 $34,422 $33,541 $34.252 $31692
Revatuation of Investments (824761 {S37.753) (S12%08) (S158,358) {$335R4) (F37.818) $H.592) ($42364)
Revaluation of Assets Held for Sole . - {83241 (83211} - - (§3.211) -

L Resoh on Ssles of Investments 15247 3RS {S7.870 ($2.509) {ST.R01) 7 ($116) 561
[Total Net Proceeds from Investments $63577 $64.579 1516,:615) $35.131) (56.963) $4,230) (S13.627) $10311)
Scling, General & Admmistrative (83,932) $13913 ($9.03) ($8,787) (81917) (51.966) (S2,743) (R2.361)
Net intezest Expense ($33.74) (530.725} {$33.973) ($55322) ($13,355) ($13.664) 514452 {SI3851)
Capital Expenditures (Invesunents in Existing Property) (SI,R16) (S14999) (822.23) {S2.815) (S1.216) ($172y (S3M7) (S2.48)
Net Income (Loss) 25084 362D (S®,726) ($103,956) ($27.221) 528,104 ($30.543) {$17.996)
Cash fom Operations SPU SIS $63,392 568,925 518902 54051 S24.269 1903
Cash from tnvesting (S72.540) ($30.17) 92,080 §83,854 S63.5N ($4.033) 5234 23768

Maiatenance Capkx (S4.846) (314.994) [ 341 (822837} (STLI8 (83.970) ($8.947) {82.302)
Growith CapEx 1867.466) 159,335} (87.966) ($7.966) (87.906) - - .
Procecds of Sale of Real Estate Investments S11.032 S8.363 S93.044 8215485 879.233 §49 $9.754 820,449
Net fnvestment in Tangible Fixed Asscts 1$80%) i5258) (5454) (s521) t$144) {357 ($131) (817v)
(Cash Gom Financing p R (SH1.350) {S13X.423) (S147,685) (S50.862) (832193 S17.150) (S47.480)
Dividends . ($32.659) (837.073) (343.861) (543.869) (825.340) (816,372 {$8.199) 58]
Debt Drawdown / (Repayment) 83054 Sledo8 (3113.419) (8127,175) (S49.820) {821.803) (83.080) (S47.472)
Share fssuance. 533819 - S24.348 $24.850 $24.850 - -
Balance Sheel {EUR 0005) . LTA
31-Dec-10 31-Dec-11 : 30-Mar-13: 30-Jun-12 30-Sep-i2 3t-Dec-12 31-Mar-13
Nep-Current
Real Estate [nvestments SI3G689 2413 S2036 114 $1.98),787 S215228y S2117.210 0346114 $1481. 787
Intangitle Assets S8.505 P i) $,486 8,477 8495 SARG SN K477
Tangible Fred Assets SA4W K% S350 3,788 302 S3E30 $3.750 L3788
Fanancis) Derivatives “n - Sath $384 - - Reid S8R
[Curscnt
Asscas Held for Sale - - $69.977 £57,959 S3.827 SI75H $01977 SIT98
Othes fnvestaents $11.835 - - - - - - .
Accounts Receivable 32305 $I3.057 S21918 $22.933 SILRRS K34 SHUANS $2293
Cosh SLERS 3% ST 529 $17.131 57.601 S1.007 527
Tota) Assets $1,390,099 $2352,568 $2147915 §2,080,611 $2,251,258 $2,196,231 $2,147915 $2,080,611
Liabitii
Non- G Liabili
Interest-Bearing Loans $6r.49% SLI22GIR 5961046 $797,399 730,832 $R7.931 SnLod6 S350
{Fiaancisl Derivatives SINLSS 2297 SRU.787 372,127 ST2RM $R1LIA3 S 787 $72.027
Deferred Taxtiabilitics 29 SL6TE St Sle2 23 3670 SI64 S1a2
Total Noa-Current Lisbilities $698 882 $1,186,623 $1041.997 $869,688 $804,321 $929,734 $1,043997 $869,688
0 Lishilii
Cuarrent Portios of Loag Term Debt S $I37,189 $I1R6273 $302,115 SHS, 3 SGOH SI86.273 300418
Financia) Derivatives 268 s - - 452 $656 - .
Debts to Credil Institutions (Revolver) S0 $7.727 86,119 588,984 $84.292 $93.992 $86.119 SER0
Actounts Pavable and Deferred Income S12914 3313 SL73R SB.45 39347 L S358w S3.73% S0
Tatal Cemrrent Liatitities $109,591 $256,315 $316,130 $439,144 $579,814 $437922 $316,130 $439,144
Totsl Liatifities $808473 81,442,948 $1358,127 $1.3085832 $1,384,135 §1,367656 $1,358,127 $1,303832
Totat Debt $758907 $1,333.564 $1,233438 $1,188498 $1260867 - $1,249,567 §1.233428 $1,188,498
{Shareholder's Fouity $581.626 §909.620 $189.788 $771.779 $867.120 $828.875 $789.788 171779
Credt Staiistics (ELR 0005} WM 3Months Fn
3-Dec-12. I-Marefd : 30Jun-12 30-Scp-12 . 31-Mar-13
Rental Gowth NA 163% 338% NA “$0%) 24%) 3% {8.0%)
Net Rentalincome 7 Gross Rental Incore %.0% 6% 855% 85.8% 86.4% 86.3% 85.1% 85.5%
SGEZA / Gross Renlal Income 5% ie% 564 56% 48% 5% 68% 53%
(Oceupancy Rale 920.0% M% 8Li% 81.3% 81.8% 80.5% 81.1% To8I3%
Grass Rental Yeeld 3 84% 2% 4% 924% NA NA NA . NA
Net Rental Yiel (Cap Rate) 2 2% 74% 80% 81% NA NA NA NA
Interest Expease / Gross Rontal Incomo 2% 3B2%. 349% 35.4% 33.8% 351% 58% 31.4%
Debt / Copital 56.6% 594% 61.0% 6% 593% 60.1% 6l.0% 606%
Debt / Equity 130x 147 L56x 1.54x 145« LSIx 156¢ 1549
Loando-Value 5877 512% $B.2% 58.0%) 564% $7.6% 582% 58.0%]|
Direct Iavestmeat Result (Pre-Tax) 3 $49,011 $47.809 $72,38 $69,838 $19,150 517,911 $17,007 $15,680
Unkvercd Free Cash Flow $78,140 $70,234 97,131 $101,432 21,04 §19,543 $30,374 $30474
Levered Feee Cash Flow $44.398 $30459 L1858 $46.110 $7.686 $5.879 $15.922 $166283
Note:
[1) Gross Rent / Market Value. Note that 2011 figure is adjusted for NSVVNO) merger.
[21Ne1 Romt / Market Value, This is essentially the Cap Rate. Note that 2011 figure is adjusted for NSYVNO! metges.
3] Dircet Investment Result defined as Net Rental Income lese SG& A and Interest Epense.
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7. Waterfall Analysis

o 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

e Netherlands debt is assumed to be first-lien on the commercial properties, with the Dutch
working capital facility having a lien on the residual value and residential units

e The Swiss assets and Dutch residential units, held for sale, are sensitized around book value

e Catalyst requires more information on NSI’s corporate structure and has made
simplifying assumptions

TLow Mid High
+2% Cap Rate CapRate™" -1% CapRate
Offices 655,165 5,143 853,271
Retail 434930 544,139 622,263
Industsial 78,033 921 102,335
Taotal Netherands Asset Vahue 1,168,129 1,411,993 1,577869
First Lien Mortgage Debt® 805,968 805,968 805,958
15t Lien Loan-o-Value 69% 37% 31%
First Lien Morigage Recovery {00% 100% 100%
Commercial Property Residual Vahe 362,161 606,025 71,901
-10% Boak Valae +10%
Residential Units Value 3,816 4240 4,664
Residual for Working Capital Facility 168977 610,265 776,565
Working Capital Faciilym 70238 70,288 70,288
Total Netherlands LoanHo-Valre (incl. Morigages) 75% 62% s56%
Working Capital Facility Recovery 100% 160% 100%
[NEResiduat Equity Value 295,688 539.977 706277 ]
Low Mid High
-10% Book Value +10%
Fribourg Office (Held for Sale)®” 7,090 7878 8,666
Zug Shopping Centre (SOLD)® 26,667 26667 26,667
Total Switzerland 33,757 34,545 35,333
First Lien Mortgage Deb(® 25,781 25,781 25,781
15t Lien Loon-o-Value 76% 75% ' 73%
Flrst Lien Morigage Recovery 100% 100% 100%
[CH Residual Equity Value 1.976 8,764 9.552 i |
Intervest Offices & Warchouses Stake!™
Low Mid High
+2% CapRate Cap Rate™ -1% CapRate
Offices 290,840 351,854 393,086
Industrial 185,042 229,426 260,691
Belgium Properties 415,882 581,280 683,777
Other Intervest Assets -35% -20% Book Value
Cash 328, 404 505
Receivables e 3,838 4,798
Income Taxes Receivable 2,000 2,572 3218
Intervest Liabilities 314,763 314,763 314,763
[BEL Residual Equity Value 166,653 213,331 347532 ]
Astributable 1o NSI 91,327 149,786 190,447
Minarity Interest 75,328 123546 157,084

(1) Mid case cap rate based on current Jevels of 10.9% / 8.0% / 10.6% for Dutch offices / retail / industrial, and 9.5% / 8.3% for Belgium offices / industrial
(2) Source: $/30/2013 invesior presentation. i

(3) Total of €86MM drawn on €1022MM of Dutch and Belgian WC facilities. Draw allocated proportionally on each portion.

(4) Switzerland assets as at 12/31/2012less Zug sale and Q1 2013 revalvation.

(5) Represents CHF32MM at 1.2 EUR/CHF.

(6) NST's Belgi folio is held through a 54.8% interest in Intervest Offices & Warehouses.

B P
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As seen below, stakeholders would receive the following recoveries:
o Creditors would recover 100%

o Shareholder returns would range from -22.1% to +115.1%

- Low Mid High
Netherlands Residval Value 295,688 539,977 706,277
Switzerland Residual Value 7.976 : 8,764 9352
Belgivm Residual Value 166.655 273,331 347532
Residual Property Equity Valus 470320 822,072 1,063 361 ]
NSI Quirent Assets
Cash 5279 5219 5219
Accounts Receivable™ 14,906 19,493 22933
NSLC Liahilt
Accounts Payable and Defervred Income 48,045 48,045 48,045
Net Working Capital (27,860) (23,213) (19.833)
Less:
Derivative Linbility ) 72,127 2,121 7127
Minority Interest®™ 75,328 123,546 157,084
!Remining Vahee for Sherehalders 295,005 603,127 814316 |
Shares Outstanding 68,202 68,202 68,202
Implied Price per Share €433 €8.84 €194 .
% Premium / (Discount) to Current Price (22.194) +359.3% +115.1%
% Premium / (Discount) to Book Value (54.3%) (6.6%) +26.1%

(1) High/Mid/Low represents Beok Value, 85% and 65% of Book Value.
(2) Represents 45.2% interest in Intervest Offices & Warehouses not held by NSI.
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8. Capital Structure Summary

There is little detail available 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

= €1.02B 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:
e ING and Banque LBLux: €225MM due 2015
¢ Deutsche Bank: €121MM due 2015/2016
‘'« ABN Amro: €122MM due 2016

* ING, Rabobank, ABN Amro, 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 / €12MM available
o Retail bonds
» Issuer: Intervest Offices NV (Belgium entity)
= Amount: €75SMM
=  Coupon: 5.10%
= Maturity: June 29, 2015

s Rank: Unsecured

The capitalization table below is based on NSI’s public disclosures and is likely incomplete.

Catalyst is continuing to investigate for information on NSI’s capital structure

NSINY

Cunaaliziion Tablke

Amozmt

Description Senlority Country (EXUR pMEV) Price Maturity  Known Lenders
INGFacility 1 151 Mongago Nethertinds 28 wa 015 ING LBLux
Dewtsche Bank Facility 154 Mongage Netheshinds 121 na 2015-20)6  Demische Bank
ABN Aovo Facilly 15t Morigage Nethedands m na 2016 ABN Arvo
INGFacilily 2 1s3 Mongage Netherbinds 260 na 2017 ING Rabobank. ABN Awwo. Belfms. LBLux
Total Known Dwich Mortizage Facllitics 18 oa

Intervest Mertgago Debt™ Ist Mongage Belgum 1 va nfa afa

Total Koown Mortgage Delt 911

Duich Credit Facility™ IstLicn Netherands » wa wa

Indervest Credit Faciline® ist Licn Belgum is nfa na

Total Securcd Dot 1,000

Other Lozu Facilities™ Unseenred Netherbinds [1H] wa wa

5.10% Retail Bonds Unsecured Belgiom 75 102 2015 Public bonds
Tatad Delt 1,i88

(1) Based ont known Dutch montgage faciliics and total propeny evel mostgage debi of €911IMM,

(2) ABocaled propostionally.

{3) Catalyst does not have additional detail on the €113MM bafance of debt.
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9. Summary / Issues / Next Steps
Summary

NSDI’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 and
asset sales

NSI's main stakeholder, Habas Group, is itself in distress — in part resulting from the
declining value of NSI’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

NSTI’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 fallen 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 €30MM

o NSl 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)

NSI-Geneba Propertics Merger Analysis

(in EUR 000s unless athenvise noted) Pro-Forma
. NSI Geneba" Combined
Gross Rent 156,121 56,654 212,775
NetRent 133,947 50,102 184,049
Pre-TaxDirect Result 69,838 34,337 104,175
Investment Properties 2,039,746 613,069 2,652,815
Type . .
Ofiices 61.3% 77.2% 65.0%
Retail 23.5% - 3.1% 18.8%
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% 35.1%
Other 13% - 1.0%
Occupancy Rate 81.3% 95.8% 84.7%
LTV 58.0% 68.0% 60.3%
Price / Book 0.52x 0.57x n/a
Gross Yield - 100% Occupancy . 94% 96% . 95%
Net Yield - 100% Occupancy 8.1% 8.5% 82%

(1) Source: Neweo Information Circular, Rental results pro-forma full-year 2013.
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10. Appendix

NSl

Top 20 Propertics In Gross Rent

Gross Rent

Streetname Lacation Year Built Sqm. EUR 000s
_Reftedam 1975 25042 33%
Riswik 194 0516 318
De Drichoek / Marid / Nagelstraat Oldenzaal 1999 1225 2,966
Apollolaan / Homerusplein Heerlen 2003 25312 2832
Zuidplein Rotterdam 2001 9,022 2,261
Oude Middenweg Den Haag 2002, 14918 2142
Arthur yan Schendelstraat Utrecht 1995 9,200 1975,
Zuid-Hollandlaan A Den Haap 1924 10,410 1957
Hooghuisstraat/Keizergracht Office Eindhoven 1970 081 1940
Boogschutterstraat Office Apetdoom 2003 14223 1,886
Zuiderterras Retal  Rotterdam 1995 10,365 1,869
Burg Stramanweg Offce  Amsterdam 1989 e Lue
Het Rictveld Large Scale Retail Apeldoom 2005 23,890 1,810
Sint Jorisplein Retail Ridderkerk 1992 7,840 L
Ambachtsplein / Griendwerkerstraat / Imkerstraat / Spinet /
Rietdekkenwveg / Zevenkampsering Retail Rotterdam 1983 10,037 1,734
Horapark Office Ede 2003 14,364 1,684
Torenweg Large Scale Retail Middelburg 2006 20,363 1,639
Einsteinstraat Large Scale Retail Veenendaal 2005 19,651 1,613
Meetheide Industrial Eersel 1998 26,242 1,556
Bennekomseweg Office Ede 2002 10010 1.549
Total Top20 Properties 284,770 41,542
As % of NSITotal 17.1% 21.5%
36
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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

e Headquartered in Boucherville, Quebec, RONA is the largest Canadian retailer and distributor of
hardware, home renovation and gardening products with a current TEV of $1.88

2007 — LTM EBITDA Evolution (C$ millions)

450 1 - o : o : - 9.50%
400 4 - 300 : : : 9.00%
350 8.50%
300 8.00%
250 7.50%
200 7.00%
150 6.50%
100 - 6.00%
50 5.50%

5.00%

cYo7 CYos cvoo CcY10 Ccyil LTM - Sep '12

memm Retail and Commercial W Distribution e Margin (RHS)

Current Capitalization

(CS$ Thotsands) as of 11/28/12

Capitalization Face Value | everage Metrics

Cash $50,410 LTM EBITDA $251,208
Total Secured Debt (Mortgages & Cap Leases) $27,140 Secured Debt / EBITDA 0.1x
$950M Revolving Facility $231,616

5.4% Senior Debt due 2016 $116,829

Total Unsecured Debt $348,445 Unsecured Debt / EBITDA 1.5x
Prefemred Shares $173,500

Total Debt $549,085 Total Debt / EBITDA 2.2x
Totat Net Debt $498,675 Net Total Debt/ EBITDA 2.0x
Equity $1,306,298

Non-Controlling interests $37,055

Enterprise Value $1,842,028 EV / EBITDA 7.3x

Source: Company filings.

¢ The Company generated revenue and EBITDA ex. unusual items of $4.9B and of $252M (5.2%
margin) over the LTM ende;i 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 Revenue by Segment - $4.88 LTM EBITDA by Division - $251M

H Retail and Commercial @ Distribution ; W Retail and Commercial ® Distribution

Source: Company filings.



2. Situation Overview

Recent Operating Performance

e Same store sales have declined for nine consecutive quarters (and 12 of the last 15), and RONA
is the only member of its comparable set to register overall same store sales declines in 2012

YoY Same Store Sales Growth

15%
Last quarter of Canada
10% ¢ ion Tax
\ Credit eligibility
5%
i
0% - 3
-5% -
-10% -
-15%
1009 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10 4Q10 1Qi1 2Q11 3Q11 4Q11 1Qi12 2Q12 3Q12
M RON mLOW tiHD mCTC

Source: Company filings, research reports.
¢ 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
10.0% in 2009 and 10.9% LTM

o LTM ROA of 2.6% (8.7% average) and LTM ROE of 4.1% (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 / LOW

(Please see next page for detailed efficiency/operational and profitability benchmarking)
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Operational Benchmarking

CS0008 LT™M
Gross SG2A % inventory Inventary% CashConv. NWC%
Assets Sales Profit % Sales AP AR Inventory A/P Days AR Days Days Axsats Cytle Sales
Lowe's Compankcs Inc. 33,75 50,731 3% B4% 5376 1,737 8929 589 125 642 26.5% 179 L%
The Homa Depot, Inc. 41,357 nm 6% 2% 4821 1,633 10,880 374 83 352 263% %.1 38%
Caaadian Tire Corp. L1d. /718 0483 266% 21.5% 179 ™m 1,840 oLl 300 708 20.1% 9.7 10.1%
Rono Inc. 3004 4858 300% 48% 628 €29 1,000 64.7 322 5.0 BI% 27 163%
Crzo11
Grose  SGEA% . Inventory [nventory% CashConv. NWC%
Assets Sales Profit % Sales AP AR . inventory AP Days ARDays Days Assets Cycle Sales
Lowe' Companics Ine. 3334 1931 346% 2.1% 4320 1,787 82N 83 3.1 607 W% %3 29%
The Home Depot. lnc. 40,222 69.581 345% 28% 4821 1236 1025 ° 384 63 535 25.5% 206 4%
Canodian Tire Corp. Lid. ™ 8342 936 261% 22% 1,638 814 146 8.5 iz 563 174% 17 73%
Rona Inc. 2,780 - 4,805 30.6% 25.0% <83 0 840 518 81 68 302% 104 15.0%
CY2040
Gross SGEA% Inventory Inventory% CashConv. NWC%
Assats Sales Profit % Sales AP AR Inventory AP Days A/RDays Days Assots Cycle Sales
Lowe Componkes Inc. 3,453 48459 5% 244% 4319 1,688 8260 502 122 @2 4% . us 36%
The Home Depot, Inc. 39,882 67,501 M3% 23% 4683 1077 10547 385 58 570 26.5% M3 5T%
Canadisa Tire Corp. Lid™? 7247 BI7 26.4% 209% 1,087 669 20t 6.0 n8 402 124% 41 53%
Ronalnc. 2922 4820 30.7% 23.7% 454 300 203 197 27 686 0% 46 15.6%

Source: Company filings, Capital IQ
(1) Canadian Tire retafl segment.

Financial Benchmarking

C$000s equivalents LTM
Net EV/{
Assets Equity Sales EBITDA Income EBITDA% ROA ROE EBITDA EV/ Sales
Lowze's Companics Inc. - 33,705 14,121 50,731 5,620 2,266 11.1% 6.7% 16.1% 8.4x 0.9x
The Home Depot, Inc, 41,357 17,609 71,993 9,050 4,244 12.6% 10.3% 24.1% 11.4x 1.5x
C.'madian"l‘im Corp. Ld © 8718 na 9,483 780 317 82% 36% na na na
Rona Inc. 3,024 1,900 4,858 251 ° 77 52% 26% 4.1% 7.3x 0.4x
CY2011
Net Ev/
Assets Equity Sales EBITDA Income EBITDA% ROA ROE EBITDA EV/Sales
Lowe’s Companies Inc, 33314 16,412 49,841 5,303 2,105 10.6% 6.3% 128% 8.9x 0.8x
The Home Depot, Inc. 40,222 17,767 69,881 8282 3,765 11.9% 9.4% 21.2% 12.5x 1.0x
Canadian Tire Corp. Ltd. " 8342 na 9,363 769 288 82% 34% na na na
Rona Inc. 2,780 1,956 4,805 269 82 5.6% 2.9% 42% 6.3x 0.4x
CY2010
Net . - EV{
Assets Equity Sales EBITDA Income EBITDA% ROA ROE EBITDA EV/ Sales
Lowe's Companies Inc. 33453 17,980 48,459 5,286 2,053 10.9% 6.1% 11.4% 7.Ix 0.8x
The Home Depot, Inc. 39,832 18,751 67,501 7,502 3272 11.1% 82% 174% 8.0x 0.8x
Canadian Tire Corp. Ltd " 7,247 na 8,178 723 270 8.8% 3% na na na
Rona Inc. 2922 1,912 4,820 336 122 7.0% 42% 64% 6.2x 0.5x

Source: Company filings, Capital IQ
(1) Canadian Tire retail segment.
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e Normalizing operating performance 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 .

e Future performance will be predicated on the Company executing the strategic plan (“New
Realities, New Solutions™) introduced in February 2012 — more detail below

Lowe’s Offer

e 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 37% 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

e 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 10% of its shares and were largely
opposed to the takeover



1 :  Caisse de Depot et Placement du Quebec 18.31,600 196,172,016  15.02% '
2 | Invesco 14,438,956 155,363,167 11.89%
3 | 1A Michael Investment Counsel/ ABC Funds 3,650,000 39,274,000 3.01% 1
4 ~ Dimensional Fund Advisors . 3463563 37267938 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 ClI Investments 1,570,081 21,198,072 1.62%
8 IGInvestment Management 1,704,300 18,338,268 1.40%
9 CIBC Global Asset Management 1,431,666 15,404,726 1.18%
10 Robert Dutton (Former CEQ) 972,472 10,463,799 0.80%
I RONADealer Network "7 TTTTTTTI0%
! _RONA Management (excl. RobertDutton) _ _ _ _ _ _ _ _ _ _ _ ____ ___ ~0.16% !
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 of Directors 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
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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 10 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 2014; expected restructuring costs of $181M over two years

o FYO07 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 of 2012 and 2013

Market reaction to the Plan’s shift away from big box stores 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

Pricing Matrix (CS Thousands} as of 11/29/12

RONA Inc.
Book Market Implied

Fate Dravm as of xLT™M Trading Market Ad). xLT™M Interest Iaterest Yieldtoe  Cusrent
Secari Note Value 9/30/12 EBITDA Price Yalue EBITDA Margin Rate Maturity = Maturity  Yield
LTM EBITDA
Cash (SSn31n0) ($50,410.0} 02x¢ ($50,4100) 0.2
Montgage Loans Ra107 $20,3u7 0ix 0 $26,107 0.x  Vanable na na na na
Capital Leases 1.033 1.033 0y 100 1,033 00x  Varable ng na na na
Total 1stLien Debt $27,140 $27,140 0.1x $27,140 0.1x
Net Tota Ist Lien Debt (523270) ($23,270) 0.1x $23,270) 0.1z
Revolver $950,000 5231.616 09x 0o §231,616 09x  Vasiable 2410 hYoR2016  2470% 2470%
5.25% Uns ecurcd Notes due 2016 116829 116.829 0.5x 106 123,839 0.5x Fixed 5280 16262016 3.590% 4953%
Total Unsecured Debt $1,093,969 $375,585 15% $150979 L.5x
INet Total Unsecured Debt 1,043,559 $325175 13z $100,569
5.25% Series 6 Class A Prefemed 172,500 172,560 a7 0.8 175,605 0.7x Fined S2NA, 0N3L2016  AGG% 5157%
4% Class D Preferred 1,000 1,000 0.0x 100 1,000 0.0x Fixed 400025 12031/2013  3.999% 4.000%
Total Debt $1,267469 $549,085 22x §326,584 22x
Net Total Debt §1,217,059 $498678 20x $276,174 2,0z
Cash $50410.0
Revolver §950,000.0
Draw {$231,616.0)
Liquidity $768,793.0

o 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. 10.1x for 2012E and

7.1x vs. 9.1x for 2013E

'
All figures in CS0005 equivalent: share price in C$ cquivalent LT™ EV/ EBITDA
Company Share Price  Masket Cap TEV Revenue EBITDA Marpin Fv2011 LT™M CY2012 CYz013
Lowe's Companies Inc. $35.08 3393971 $47,089 § $50,7309 $5,619.7 1% 8.9x 8.4x 9.2x 8.6x
The Home Depot, Inc. $63.69 §95,230.4 $103,429.1 $71,9926 $9.050.4 126% 12.5x 11.4x 11.0x 103x
Canadian Tire Corp. Ltd. $67.01 $5,488.9 88,4457 $11,3956 $1.163.2 10.2% 8.0x 73x 72x 69x
Lumber Liguidators Holdings, Inc. 353.74 $1,458.7 31,4190 S$771.5 $769 10.0% 27.8x 18.4x 17.4x 142x
Kingfisher pic $446 $10352.8 si0421.1 $16,906.4 $1,499.0 89% 6.5x T.0x 6,6x 59x
Richelieu Hardware Ltd. $33.75 §703.5 $668.6 $5553 $706 12.%% 9.9x 9.5x 9.4x 83x
Meao 25392 2913 10.9% 123x 103x 10.1x 9.1x
Median 14,151 1331 10.6% 9.4x 8.9x 93x 8.7x

2

167



-

168

4. Company Analysis

¢ RONA is the largest Canadian retailer and distributor of hardware, home renovation and
gardening products

e 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

W RONA

m Home Depot
21 Lowe's

= Canadian Tire

W Independent 2%

Note: Includes all RONA network sales Dealers mWest WOntario ©:Atlantic ® Quebec

Source: Company Fact Sheet,

e 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% £ Paint and Flooring

60% ® Hardware, Seasonal and Other

40% ® Building Materials and Lumber

20% It Home

A Automotive

0%

RONA

LOW CTC Leisure

Source: TD Equity Research, Company reporis.

e 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

e The two charts below plot the Company’s same-store sales growth against year-over-year
Residential Investment (a GDP component including residential consteuction 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
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Source: Company Filings, Bloomberg, Satistics Canada.
Segment Detail

Retail and Commercial

¢ RONA employs a multi-banner, multi-format approach in its Retail and Commercial stores

e Retail stores fall under the RONA and Réno-Dépét 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 of the 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 FY2010 FY2009 # of Bannered Stores
RONA's Typical
Number of Bannered Stores Ownershi; RONA's E
- : f v nership Equity ONA's Econamic FY2011 FY2010 FY2009
Type Interest
. o . Participation o
Big-Box S 80 78 77 Distribution, retall
Corporate >50% and commercial 295 27 233
Proximity and Specialized . 179 151 138 , sales
. R . . : Royalties on sales;
Commercial and Franchised 0-50% distrihlfltlon and 19 20 22‘
Professional 55 62 40 S retail sales
o ' ‘ Affiliates /
Affiliates or Independent Independent 0% Distribution sales 524 522 431
Dealers 524 522 431 Dealers
Total Bannered Store
Count 838 813 686 Total 838 813 686
Source: Company Filings.
11
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e Big-box 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 as-yet-unbuilt Proximity and Specialized stores, while an additional 13 will be
repositioned as smaller Proximity stores with the extra space leased out

Big-box Geographical Breakdown (as at Dec. 31, 2011) — 80 stores

mQC mON &2 AB mBC =m M8 m SK i NS

Source: CIBC 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 2012-13 Business Plan

e Proximity and Specialized stores
o Range from 5,000 to 60,000 square feet
o 178 are corporate stores and 1 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 Proiimity store format averaging 35,000
square feet is being rolled out to 20% of the RONA retail network

o Commercial and Professional stores (formed when RONA acquired Noble Trade in 2007)

o Provide specialized plumbing and HVAC services and products to commercial and
professional customers

12



o Operates under banners of Noble (Ontario and Quebec), Don Park (Ontario), Boutiques
Eaudace (Quebec), MPH Supply (British Columbia) and Better Bathrooms (British
Columbia)

o All 55 stores are corporate

o 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

e 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 -
_L_an_gley, BC ~ - 120
Total 2,840 - 2,613 512

Source: Company Filings
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Historical Financial Results
Consolidated

o Asseen 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 10% even as RONA expanded its affiliate network from
405 stores at year-end 2007 to over 1,000 bannered and non-bannered stores

o EBITDA and margins have declined sharply over the same period due largely to soft consumer
confidence, unfavourable economic conditions and increasing competition

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
15bps change in EBITDA margin

2007 — LTM Revenue Evolution (CS$ millions)

6,000 -
5,000 - -
4,000 -
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2,000 -
1,000 1

o -4

4,785 4,891 a677 4820 4,305 4,858

cYo7 CY08 Cv09 Cv10 Ccyil LTM - Sep '12

W Retail and Commercial  ® Distribution

2007 — L.TM EBITDA Evolution (CS millions)
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Retail and Commercial

Retail and Commercial: 2007 — LTM Revenue Evolution (C$ millions)

10.00%
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 1.25%
0 0.00%
cYo7 CYos8 CcYo9 CY10 Y11 LTM - Sep '12
Ml Revenue s EBITDA =nmn Margin (RHS)

e As seen above, Retail & Commercial tevenue fell from $3,689M in 2007 to $3,591M in 2011
and $3,639M LTM, representing a CAGR decline of 0.6%. 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

e 2008 sales were positively affected by acquisitions made over the course of 2007 and 2008, as
revenues fell 3% excluding the effect of those 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

e 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 lower-margin building materials) was a mitigating factor

e 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 well as acquisitions of lower-margin businesses

e 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

15



Distribution

Distribution: 2007 - LTM Revenue Evolution (CS millions)

Ccvo7 CY08 CcYo9 Cy10 Cyil LTM - Sep '12

ENEE Revenue W 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 of 2.5%. 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 of TruServ 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 of lower-margin lumber and higher shipping costs 4

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 high 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

16
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5. Corporate Structure

¢ Below are RONA'’s disclosed significant subsidiaries, all of which are wholly owned by the
Company

s More diligence is required to determine the exact structure and if additional subsidiaries exist

TOTEM TOTEM
Building Building
Supplies Ltd. Supplies Ltd.

4536631 RONA Revy 7594828

Canada Inc. Inc. Canada Inc.

[ ———

4338553 RONA
Canada Inc. Ontario Inc.

Buildrite Réno-Dépdt
~ Centresinc. Inc.

e mm o e e . -

L A

Amalgamated into Amalgamated Into
4536631 Canada Inc. 4536631 Canadainc.
on Dec. 26, 2011 on Dec. 28, 2009
Source: AIF
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6. Operating Results and Capitalization Table

» Recent operating results, capitalization and credit statistics are tabled below

|0pcnﬁng$nnmury(6 Thousands) L™ 3 Months Fndiog,

Notes 31-Dec09 31-Dec-10 31-Dec-11]  30-Scpi2 31-Dee-11 A1-Mar-12 30-Jun-12 30-Sep12
Sales 4671359 $4.819,559 $4,304,584 $485788 $1,169,192 93934 S1L 47,137 51,336,560
Cast of Saks - $3:H47.768 $3,45830 £3,528,857 S34.739 $667,720 $1,039.566 $976,K32
Adjusiments for Network Support - siwosv SI02,608 399,657 $18,602 $19.365 £20% $29621
Unusual Hems - - SI8.665 $26913 $18,663 - $546% $2630
Gross Margin $4£77,359 $1ABRBTIL S1470616 S1,455,546 5361,720 $286,579 §$415218 §392,029
SGRA. - S1. 144,553 $1.203399 51204337 $293.469 S1T8466 $320.638 $312364
‘EIEDA §34680 $336318 5269217 §251,209 $65851 S1,113 $94.580 $T79665
IDRA S103.160 SIRZIR $10705% 5100472 279 $23.406 S24.136 $25.181
EBIT $243,643 $227,600 $162,62 $150,737 $38,102 $12,293) S70444 $54,484
faterest Expense $B3537 524,06} $24.589 $20,050 552 $1453 $5.164 ssaot
Net Incom (Loss ) § S143.583 $142821 23 %720) ($115,777) (5150,016) ($12.267) S3B06 SK200
Capital Bxpenditures S8R $100.924 SH0.498 344,528 519,83 $7.483 S10.098 $7.914
Cosh from Operations 1 S282,T14 S138072 $230.245 $152,208 $103,280 (5{ 39,746) s S19410
(Cash from lavesting 1 [ (G Y] (%21232) $HGR33) (§94,150) (B7917) (S19.439) {S17.882) SIK7}
Cosh from Financing 1 SI0.RKS (389.223) SILEN ($200 936) ($244.522) SIZ.048 iS143u5) (SN
Notes:
[4] As reported.
Balumce Stect (CS Thusast) D N 1.1 Y T

Notes 31-Dec-08 31-Dec-18 31-Dec-11 30.Sep12 3§-Dec-t1 31-Mar-12 30-Jun-12 30-Sep-12
Augis
Cash §235.287 SIATY S17.49 $50,410 $17,149 - - S50
Trade and Othes Reccivables 248201 $299.889 SIM4 $428,76} 370,04 408813 $4060.800 124761
(Other Financial Assets (Cunont) S2.6H 2248 $L.46% 034 $1468 $1.526 .5 334
(Current Tax Asscts SL36 - 37616 31523 $2,616 2.7 Siy.m SIS.2R6
Inventony $2580 $U5367 S0.287 $1,000,102 $BH0.287 L2758 SIN7.448 $1.000,1602
Prepaid Exponses SI2.114 SI7.988 U436 $30,10 0836 S2BYR $33.482 SHLIGY
Derivative Finsacial Instraments . - - - - - $538 -
Other Financial Assets (Non-Cument) SiL)id M6 513617 $t4,287 S13617 SH.G8L ST $1.257
PP&E 27,2835 SRES.OH ¥4 246 $824,025 $3T4236 SS67369 SSY24K SR24025
Non-Current Asscts Held for Sak NI SI6.474 310455 $25, 34 S10455 R R TA] stog2t SK734
Goodwill usssn 55900 $426.968 $128317 $426958 $128.(6% $428.168 128317
Intangibl Asscts $106.157 S128.223 126968 $143,529 $126968 $129,058 $139.254 L4352
Other Non-Corrent Asscls $1406 2.5 $5435 $3.901 $5.435 L2 $AS58 250)
Deferred Tox Asscts $51.830 8763 $65.219 3553718 363239 852913 $52.194 $35R78
Total Assets $1,704,508 $2.921620 $2,780378 $§3023,743 52,780378 §2994052 $3074 095 53,023,743
Liatilitics
| Quirent Uiabilitics
Bank Overdm(t - - - . - SI3353 $6.306 -
(Carrcat Portion of Bank Loans $5211 SI043 377 312208 i3 $9364 10946 S1229%
Trade and Oiher Payables S4HD.764 S4M4,106 $R7.864 62540 $457,864 Ssse $630.221 S8
Dividends Payable - 9.1y 2527 $10,589 2,527 SLLUL4 221 $10559
Currenl Tox Linkilities - $8IM - - - . . .
Derivative Financial Instrusments 3776 51.653 $691 2312 6ol stulg - 52312
Provisions 70 628 6047 $16412 6047 S692 53934 S16.412
Instabnents on Long-Term Debt 39956 321.18) 320,257 $i3382 320257 SI17.205 $13.351 $13.3%2
Totd Current Lishilities §432,149 $496,036 S$§214663 $680472 $522463 $631,761 $673,038 630472
uulmmmm’ i N
Long Term Debt $450.524 SHH3I3 K307 869,763 $232,073 316568 36623 S30Y.769
(Orher Non-Curent Liabilitics S27.8% 306 $33.633 $35,612 $33.653 $35,152 387 $35.612
Provisions $10,762 $4.539 53.606 $I767m $3,606 £3.606 R2.466 $17.672
Deferred Tax Linbilitics 7.7 SHIH 530759 $2037 $32.259 RHAREL $.25)° $20.378
Total Loag Term Linbilities S$496 368 $513,787 §302,091 $443,431 $302.091 $476,278 §496,041 443421
Total Liahilitics $929,618 $1,00923 $824,754 $1,123,903 5824,754 $1,108,536 £1,169.076 $1,123903
Totad Debt $445,731 $467.427 $256,707 $395449 5$256,707 8456488 $467,226 8395449
Non-Coatrolling Interests $32,761 3880 $33326 $37055 35,52 $34,232 36120 $37.035
Sharchelder’s Equity 51,742,129 $1575938 $1,920098 S1,862,785 §1.920,098 §$1a51.284 S1,868,899 51,862,785
Totud Equity $3,774.890 $1911,797 S1.955624 §1,899,840 $1955624 $1885.516 $1,905,019 S$1.8992840
Notes:
Credit Statistics (CS Thensands) [&.73 L N

31-Dec-09 31.Dec-10 31-Dec-10] _ 30-Sep12

Sales Growth (YoY) NA 0% 03%) NA 18%
Gross Margm / Sates NA 0.7 30.6% 30.0%% 30.M% 29.3%
SG&A / Sakes NA B7% B.0% 24.8% 295% 226%
EBITDA / Sskes 74% 1.0% 5.6% 2% 12% (%]
EBITDA / Intcrest Epense 4.7 140x 10.8¢ 125x 25 183x
(Tolal Dobt - Cash)/ EBITDA 0.6x 12x 09¢ L4x NA NA
(Total Debt - Cash) / (EBITDA - Capey) 09x 17 1x L% NA NA
Net Investment in Working Capita) 3564247 $751.190 $725L7 $303.384 $363.758 $886.137
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7. Liquidation Analysis
» Inaliquidation scenario, lenders would receive the following recoveries:

o Ist Lien lenders would recover 100%

o Unsecured lenders would recover 98-100%

o Preferred shareholders would recover 0-100%
o Equity holders would lose 90-100%

RONA Inc.

tiguidation Analysis

C$ Thousands except for ratlas and per unithems — o

[Worst Case % [ Mid Case %[ Best Caze %] Lig-W_T "Lig-M =B

Iotal Assets NBY Note

Cash 50.410 75% 85% 95% 37,608 42,849 47,880
Trada and Other Recevables 428.76¢ 60% 70% 80% 257.257 300,133 343,009
Qther Financial Assets (Curent) 3.344 1 0% 5% 80% 2,341 2,508 2,675
Current Tex Assets 15,285 (3 0% % - - -
fnventory 1,000,102 45% 50% 85% 450,048 500,051 550,058
Prepald Expenses 30,169 75% 5% 95% 262 25,644 28,661
Derivative Fimanclal astruments - 75% 85% 5% . - - -
Other Financtal Assets (Non-Cument) 14.287 1 70% 5% 80% 10,001 10,715 11,430
Non-Curent Assets Held for Salo 25.734 2 45% 50% §5% 11,580 12,867 14,154
Goodwil 428,317 % 0% 0% - - -
QOther Nen-Current Assets 3.001 3 0% 0% 0% - - -
Defeired Tax Assets 55 878 0% 0% 0% - - -
PPSE

Land & Parking Lots 282,381 45% 55% 85% 1273971 155,310 183,548
Buikfings 271,457 45% §5% 5% 122,156 148,201 176,447
Leaschoid improvements 96,013 5% 10% 15% 4801 9,601 14,402
Fumiture and Equipment 154,838 4 1% 20% 25% 23,226 30,968 38,710
Computer Hardware 22,920 4 0% 5% 10% - 1.148 2282
Projects In Process 6,127 5 [ 0% 0% - - -
Land for Future Desetopment 39,445 10% 15% 20% 3,545 5,917 7,889
Intagibles

Trademark 2,887 0% 0% 0% - - -
Software 113,056 % e 0% - - -
Oeater Recruitment Costs 10,698 % 0% 0% - - -
Customer refationships 248 0% (23 0% - - .
Preferential Prico Loases 0% 0% a% - - -
Tolal Assels 3,056,338 1,072,857 1,247,609 1,421,161
Less: Administrative Claims From Uquidation (8.0% . (85.829) 99.761) (113.693)
[Rat Digtributabls Assats 987,028 1,147,248 1,307,468

Recovery to st Lien
Iﬁxm 13t ten - 100%

Valtue Avallable for U ¢ Claims 959,888 1,120,108 1,260,328
2 Mngecured Clalms
Revotver 231.818 231616 231,618
5.25% Unsecured Notes dus 2018 : 116,629 116,828

JradeCredilos ... ..
Total Unsecured Claims 973,924 973,924

Recovery to Unsecured 459,888 973,924 973,924
IR\’:&—’]S fo Unsecured 29% 100% 100%

Value Availabte for Class A £ d Claims - 146,184 306,404
alms

S23% Sefes 6 Class APreleoed, | U . - Lo M2800 172500 112500
Total Claz A Preferred Claims 172,500 172,500 172,500
Recovery to Class A Prefarred - 146,184 172,500
IES o Clazs A Preforrod. . 35% 100X ]
Remaining Value le for Class D Preferrad Claims - . 133,904
4% Clase D Prefertad, - e

Total ClassD Preferred Clalms
Recovery to Class D Prefarred
]ﬁ% fo Clezs D Proferred
Remaining Value Available for Equity Holders 132,904

Harket Capitalization 4,329,365 1,328,365 1,328,368

Hotes:

[1] Current firanciel aasets mostly comprise equily ahares; Rrgely and

[2] Corrprises §18.54 of tand and parking btx and $9.2M¢f buiings

{3) Irckudes dofined bansft assets and captized financing costs

4] OF which $1Mof fumtre and equipment, and $7K of conputer hardw are is under finance hawra
[5] Inchude costs relatad 1o construction of bukdings which wil be Used for store operations.
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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}
o]
o]
©

RONA Inc.

1st Lien lenders would recover 100%

Unsecured lenders would recover 100%

Preferred shareholders would recover 100%

Equity holders would recover 91-129% of current market value

Waterfail Analysls
C$ Thousands

Priority
Scheme
Class
1

2

3
4
B

b wN

9136112

Gaim Desers

1,329,365

LTM 09/30/2012 EBITDA

Mult W Mult M Muit B
7.0x 8.0x
[C1758483 |
o807 0

. 1,033
231,616
118,929

i525% Unsecured Notes ue 2016
[5:45% Séries 6 Class:A:Prefered- Ji-0 .+ .o 0

Equity Hoiders 1209378 1,480887 1,711,766
Mutt W
P 00%

MultB

Equity Holders i NM% 110% 125%
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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%

e Maturity date of October 6, 2016

o Covenants are not disclosed; however, the Company states that it is in compliance

o 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)

o (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

e Issuer: RONA Inc.

o Interest Rate: 5.40% payable semi-annually

e Maturity Date: October 20, 2016

e Make-whole price: GoC +124bps

¢ Rank: Direct unsecured obligations of RONA Inc., ranking equally and pari passu with all
~ other unsecured and unsubordinated indebtedness

e Key covenants:
o Limitation on Mergers, Consolidations and Sales of Assets
o Negative Pledge
o 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., Réno-Dépdt Inc., Totem Building Supplies Ltd. and 4338553 Canada Inc.

Series 6 Class A Preferred (issued in Februégg 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 / 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 Class A 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$1M of zero-par shares
Dividend rate: 4% fixed 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 / Issues / Next Steps

Summary

e The macroeconomic environment is challenging but cannot explain all of RONA’s
difficulties, nor their duration o

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

e 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

e 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

e 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

o 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

e 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

o 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, IA Michael/ABC Funds), as well as the CDP

e Catalyst can pitch its restructuring expertise as a key to unlocking significant value for
shareholders

23

181



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 Qverview

® 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”)

Q

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

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 30, 2013

Investment Thesis

Arcan is highly levered, with $324MM of net debt and $58MM of EBITDA (5.6x at face;
4 .2x creation value through the convertible notes and 4.8x through the equity)

o
@)
O

Pricing Matriz (CS Thousands) as of 01/05/14

$157MM revolving credit facility
$86MM 6.25% subordinated convertible notes due 2016 ($51 / 42.3% YTM)
$85MM 6.50% subordinated convertible notes due 2018 ($51 / 23.9% YTM)

Baok Machet mplied
tace Drawn as of WL T™M Tradung  Market Ady. ALTM Interest Interest Yietdto Current
Value 9436/13 EBMDA Price Value EBIDA Margin Rate Matuvity  Maturity  Yield

Cash (S10580) (54,058) o (340580 Ol

Revolving Credit Facility 1 $200000 $157,000 27 100 $157,000 27 L3S0 375%  OSIRIOM 335%  375%
Total 15t Lien Debt $200,000 $157,000 2.7x $157,000 2.7x

Net Tatal 15t Licn Debt $195942 $152942 29x $152,942 2.7x

6.25% Convertiblc duc 2016 6.250 £6,250 15x 510 43,988 08  625% 6%  OUKOIG 4L9% 1225%
6.50% Convenible duc 2018 5,000 25000 18 510 43350 0fx &50%  AS0% 103V 23R9%  1275%
Total Deix $371,250 $378,250 57 $244338 42x

Net Total Debt $367.192 $324,192 S6x 5240280

Cash $4,0580

Revolver $200,000.0
Draw {$157.000.0)
Liquidity $47,058.0

Notes:

(1) Pro-forma for $7.5MM of procecds from sak of Viginia 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 cutrent capex program calls for spend equal
to OCF generation

Arcan currentlz trades at a significant discount to its peer average on all key valuation
metrics: .
O 4.8x EBITDA vs. 13.8x average

O 11.9x proven reserves vs. 40.9x average

O 7.2x 2P reserves vs. 22.5x average
0 $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

e 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, 11.7Mmbbls (30.2%) are proved undeveloped and 15.3Mmbls
(39.5%) are probable

= At current production levels, equates to a 1P reserve life (“RLI”) of ~16 years and 2P
life of 27 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 37-42° API (comparable to WTI and Brent benchmarks, which have gravities of 39.6°
and 38.06° respectively) .
e The Company generated revenue and EBITDA of $130.0MM and of $57.7MM (44.4%
margin) for the [2 months ended September 30, 2013

Historical Performance (2009 — LTM)

160,000 - 50%
140,000 - 45%
40%

120,000 -
- 35%
§ 100,000 N 30%
3 80,000 - T 25%
© 60,000 I 20%
- 15%

40,000 -
10%
20,000 - 5%
0 - : 0%

2009 2010 2011 2012 LTM
s Revenue = EBITDA ==EBITDA %

Source: Company filings.

Resource Overview

e The entire Swan Hills complex was discovered in 1957 and is estimated to hold original oil
in place (“O0OIP”) 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
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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 (CPG), 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

RIt Rie 9 RE R R6WS

187



Resource Economics

Catalyst has modeled out the economics of a new Swan Hills oil well based on different 30-

day initial production (“IP”) rates of 220 bbl/d, 180 bbl/d 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 of 220 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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New Well Economics - 220 bbl/d 30-day initial production

Flat Oil Price ($/bbl)
$60 $75 $90 $105 $120
- $4,000,000]  18.1% 46.0% 79.7% 122.0% 176.6%
w8 o $42500000 13.7% 39.2% 69.2% 106.0% 152.5%
£28  s4s000000  99% 33.4% 60.4% 93.0% 133.2%
58 $4,750000(  6.6% 28.3% 53.0% 82.1% 117.4%
$5000,000__ 3.6% 23.9% 46.6% 72.9% 104.4%

Note: Assumes 220 bbl/d 30-day initial production, $8,000/mth fixed costs and $12.50/bbl operating costs.

New Well Economics - 180 bbl/d 39-day initial production

Flat Oil Price ($/bbl)
$60 3§75 $90 $105 $120
2 g $4,000,000 3.1% 24.0% 474% 74.8% 107.6%
50 'i,-’ - $4,250,000 -0.2% 19.2% 40.4% 64.8% 93.5%
= E- S $4,500,600 -3.1% 14.9% 34.4% 56.4% 81.9%
A 3 $4,750,000 -5.7% 112% 29.3% 49.3% 722%
$5,000,000 -8.0% 8.0% 24.8% 43.2% 64.0%

Note: Assumes 180 bbl/d 30-day initial production, $8,000/mth fixed costs and $12.50/bbl operating costs.
New Well Economics - 150 bbl/d 30-day initial production

Flat Oil Price ($/bbl)
$60 $75 $50 $105 $120
g 5 $4,000,000 -8.0% 8.9% 26.7% 46.3% 68.8%
wE o $4,250,000 -10.6% 5.1% 21.5% 39.4% 59.4%
=_-§ _é"- é $4,500,000 -13.0% 1.8% 17.1% 33.4% 51.5%
a3 $4,750,000 -15.1% -1.1% 13.2% 283% 44.8%
$5,000,000 -17.0% -3.7% 9.7% 23.8% 39.0%

Note: Assumes 150 bbl/d 30-day initial production, $8,000/mth fixed costs and $12.50/bb! 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 (8§9% oil)
o In August 2012, Arcan sold approximately 10 sections (6,400 acres) of undeveloped land
in the Virginia Hills area for $7.0MM, a valuation of approximately $1,100/acre
e 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, 1P
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
W Production Financlal Resarves
» » NPVRICS
Aoset OIINGL  Gas Totat NOY Opex  NelBack' QI/NGL Gas Total Oi#INGL Gas Total 1 »
boVd  meld  bosid MM Soe  Sboe  mbb  mmcf  mboe  mbbl  mme!  mpos  MMS  MMS
DeefMounlahiJnK No.2 893 196 926 130 2067 3r34 6.263 174 6553 8427 2,383 8,829 1163 1398
Ocer Mountain Non-Unit 181 ” 183 24 182 60.14 12¢ S0 136 187 142 2u 45 8.1
BQeor Mountain Wast 195 37 201 34 719 73.23 G0 161 667 B 248 1.017 149 230
Virginio Hils 162 0 162 42 1057 46.08 234 " 246 51 155 537 63 98
S TU T s v aerT aaes U UBETY T6sR T der - raee D206 U veve Twane 2w ioms | ieae i s
" Note. Producton avof fune 2013, bnancihs mpressnt anuohied vales 4ol VIO hina 2013 from Company loose epoistng satemeess; T T T
reserves mignnation represent 2 mid-year update effectrve July 1, 2013 as per GLS Prtrateum Consutiants (76LS7)
¢ 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 1P reserves and 14.0x 2P reserves

o Price paid represented a 19% premium to 1P 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 1P 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

Assct Sale Value Analvsis

f] inin for

IPNAV 135.7

2P NAV 168.0
Assumed Sale Value ($MM) 60.0 850 1100 1350 160.0 185.0
Sale Jmphied Valation )

boe/d 845455  $64394  $83333  $102273  S121,212  $140,152

1P 82x 11.6x 15.0x 18.4x 21.8x 25.1x

2P 6.0x 8.5x 10.9x 13.4x 15.9% 184x

n Matke| ati
boe/d $74,468
bl 4 11.9x

2P 12x
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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 JVs 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.
$10MM operating facility commitment)

National Bank of Canada — $50MM commitment
Bank of Nova Scotia — $30MM commitment
CIBC — $30MM commitment

Royal Bank of Canada — $30MM commitment

© O O ©o
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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}

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 of 23.9-42.0% under continuing performance

» Even if the notes are unable to be refinanced 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)

$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 ' '

0

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 of the lone covenant (a 1.0x working capital test) and also
extended the facility in May 2013 when leverage was equally high

Pricing Matrix (C$ Thousands) as of 01/05/14
Arcan Resources Inc.

Book Market Implicd

Face Drawn as of xLT™M Trading  Market Adj. xLT™ Interest futerest Yieldto  Current
Value 9/30/13 EBITDA Price Vialue EBITDA  Margin Raie Marurity  Mawrity  Yield
LTM EBITDA 557,700
Cash (10580 ($4,058.0) <0.1x (34,058.0) -0.1x
Revolving Credit Facility 1 $200.000 $157,000 27x_ 1000 $157,000 2.7x_ 1:+35% 3.75% 032872014 375%  375%
Total 1st Lien Debt $200,000 $157,000 2.7x $157,000 1%
Net Total 15t Lien Debt 5195942 §152,942 2.7x §$152,942 2.7x
6.25% Convertibte due 2016 86,250 86,250 15« 510 43,988 08x  6.25% 6.25% 0212872016 41.99% 12.25%
6.50% Conventibleduc2018 . 85000 85000 LS 310 . 43350 08  630%  650% _ 10312018 2389% 1275%
Total Debt $371,250 §$328,250 5.7x §244,338 4.2x
Net Total Delx $367,192 $324,192 5.6x $240,280
Cash $4,058.0
Revolver $200,000.0
Draw ($157,000.0)
Liquidity $47,058.0
Notes: .
(1) Pro-forma for $7.5SMM of proceeds fromsale of Virpinia Hills asset.

10
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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 1P reserves)

Lone Pine Resources Inc.
Comparable Companies Analysis

Proven Prowen +- Daily 2%
LM LM EBITDA Reserves Probulie % Oit & !‘n)(lu(;mu BN/ Proven AR Peoduction By CFBODA

Shure Price Market Cap TE Revenue EBITDA Margin {Mbils) {Mbbls) NGLs boefd Reserves Reseries BV (iweied) [N
dJunior EXP Peers I
Argent Energy Trust $5.01 $4800 $s82.1 $097 475 7% 1770 32333 0.0 5407 328 180¢ s107658 122
Donnycreck Fnergy Ine. 22 SI93 28 i1 s19 23% 2849 10,700 0% 498 2.1x T3 SI6194  426x
Longview Ol Corp. T3 §2220 3374 sizs 016 502% 21,39 B3 800 ) 15.8¢ 88x $57.584 5Sx
Manntok Eneney Inc 217 $1643 $168.2 8563 s®e 51.3% 8,09 14862 50.0% 3819 209x 113x $44037  58x
Painted Pony Petroleum] 1d 38 S605.¢ $593.2 93 436 47.7% 42978 191,143 18.2%% 8928 138 3x 866634 B
Pineorest Energy Ing. D42 0.1 205 1 $106.4 049 61.% 9476 e 0@ 2 21.6x 12.6x sBM2 3%
Raging River Exploration Ine 641 S10%.2 SLIOL3 51380 $983 713% 1LSH 17164 %% 5408 954 642« 000414 12
TORC Ol & Cias Ltd sz 976 $10272 52 32 6.4% 10526 18920 1. 5,706 976x s43x  SI800m 162
Mean 58.9% 68.1% 4814 40.9x 2.5x S111,969 138¢
Median : 0% 15.0% 5451 253 1205 $0.400 1.2
s soussilid, I _SWA_ SIS SO0 SUI . 4% Do SO %6 . 3B % 2.

11
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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

12
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6. Operating Results and Capitalization Table

e Recent operating results, capitalization and credit statistics are tabled below.

Oper ating Nusimary (€S Thousands ) LTS _ 3oy Frding. o
31-Dec-14 ADec-11 3-Dee-12] 30.5ep-13 3Dec12 31 \ar-13 3 Jun-13
Petro d Natunl Gas $55575 SHH.969 $133,579 $125,898 $2R874 31,200 $32,507 $33,317
Royattics ($14,7204) (§19.518) (520.773) (822,668) ($4.735) (85,033) ($6.473) (86377
Pumping and Stimukition Services Revenue -~ $3.20 56428 $4.082 $1.596 N7 170 S0
Net Revenue $40871 $88,671 §$119,234 $107312 $25985 $27,154 $26,813 527360
Production and O, ing Exp S1LL0 $26,718 $33.09 $26,110 $71.042 $6.463 $6.138 $6,470
Cost of Sales for Pumping and Stimulation Services - £3,188 £9.32% $8.948 $3.757 S937 S2009 S1,122
Geneml and A dministrative Expenses $10.322 SI85 521976 $14.387 $6.736 2197 $2.809 $18Y3
EBITDA $19239 538,683 $54,331 §57,700 §8400 $16,657 $15,770 $16,873
Net Incone (Loss) S1I11R) ($7T79 (S4R.984) ($6,530) - (S2.466) S1.O58 (M.622)
Cash Intencst Epense (31.143) (53.233) (515.99%) ($18,303) ($4.371) ($4.840) {84611 (S4481)
Capital Bxpeaditures (S148.335) (8250418 (S181.%81) (554,905) (S17.053} ($21.553) (S8.48) (57381
Cash from Qperations $19,630 SH.38Y $44.885 $38,123 $5052 SHL08 SI3.108 S$R.655
Cash from Investing (5125292 {$233.553) ($200034 (41,132 SKé6 {S9.783) (826.123) {56.092)
Cash from Financing 103,662 S192.521 $159.500 {531 {$5.082) $9.520) 14573 (563)
Balance Sheet (CS Thousands)
Noules 3i-Dec-10 31-Dec-3 L 3t-Dec-12 31-Dec-12 31-ALir$3 30-Jun-13 30-Sep13
Azscts
Current
Cash and Cash Equivaknts - $3.857 $8.299 §4.058 $8.29 - $1558 S4SS
Trade and Other Reccivables S15.610 s2.m1 SI3 (v $13,187 S13.199 SI5312 S14.54) SI3 187
Prepaids and Deposits S18% $1.R27 SK3i $1,385 S13N S1,042 $1.85) SL3RS
{inventory - S8 SI3Y6 $1,72 S350 $3.799 S2.18¢ S1L.731
Fair Value of Commodity Coatracts - - $3374 - $3RM - - -
Nen-Corrent
[Intangible Asscts - $15.642 $2.570 $2,235 $2.570 $2.450 27 $2238
Eploration and Evaluation Asscts h XA REN] $35.379 $26.610 24917 $26610 L3008 $249R} S24.917
Propenty, Phnt and Equipment $£23,93% SH8.228 3381830 $564,538 $553.630 £567.332 $569.408 $364.538
Fair Value of Commodity Coniracts - - - - - - - -
Totet Assets $§291,228 §527,36% $613383 $612,031 $613,389 §616,411 $616,869 $612,031
Liabili
G Uiabifiti
Teade and Other Payables $13.267 $66.334 532310 $19,713 $23510 10738 $24.458 S19.712
Fair Vafuc of Commodity Contracts $2.233 §528 - $4733 - 55 SLev3 U731
thslricled Shar Unit Obligation - - - $1.227 - $1.455 73 $1.227
Total Current Liakilitics $45500 §66,839 $32310 $25678 5$32310 $43,104 $26,721 $25678
Bank Loans 520823 - $159.422 Sled 408 Sisud22 S149.89% $I164.471 Sinddus
Convertible Debentures - S138.710 sit7 $148308 $14.117 Stassu $146.897 $S148.308
Decommissioning Obligations pIRNA S19.291 23,15 $25,263 S8 $26.004 $23.338 $25.263
Fair Value of Commodity Contracts - 523) S $2321 3 S2.061 S1.280 $2321
Restacted Sharc Unit Obligation - - - $414 - $1.219 S514 LSiE)
Defored Tax Liabilitics $2.204 SITH2 8.2 $2.207 $3.725 $2.954 $3.109 $2207
Tota) Non-Current Liabitities 538,173 $171974 $333,092 $342921 $333,092 $327,637 $342,209 $342,921
Totad Liakilities - $84273 $238813 $365.402 $368,599 $365,402 $370,741 $368,930 $368,59%
Totsl Detx $20823 $133,7110 $301,539 $312,716 $303,539 $295399 $311,368 3126
Shareholder's Eguit 5206955 $288,556 $247.987 $243.432 5247981 $245670 $247,939 $243432

Credt Strtistics {CS Thousands)

EBITDA / Intesest Expense

(Total Debt « Cash) / EBITDA
{Total Debt - Cash) / (EBITDA - Copex}
Net tavestment in Woddng Copital

: LM 3 Months Endinp,
J0-Dec-10 RIEIBS 31.Dec-i2° 30-Sep-t3 31-Dec-12 31-Mar-13 30-Jun-13 30-8ep-13
NA 889% 213% NA (0.8%) B1% 42% 5%
265% 18.6% 15.6% 18.0% 16.6% 16.1% 199% 19.1%
ns% 79.0% 5% 15.7% 12.2% 783% 2% E%
25.7% 2.7% 1284% 13.6% 26.1% 1% 105% 106%
He% 36.9% 41.0% 45.8% 29.1% 534% 485% 506%
t1ox 12.0x 34x 3 19x 3ax 34dx 338«
Lix 35x 54x $3x NA NA NA NA
0.Ix 0.5x 12x 2 NA NA NA NA
($26.129) (542.048) (513.904) ($3.435) ($13.904) ($20.360) ($5.577) (53.435)
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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%-

100% if Arcan is valued in line with peers, and 60%-100% in the mid-case which represents
a 15%-30% discount to peers

Even the low case, which represents a 30%-60% discount to peers, convertible
noteholders would still recover 42% on average

o]

Arcan Resources(nc.
Waterfall Analysis

€$ Thousands
Priorty
Scheme 3130113
Class axlm
= % .
2
3
6 50% Sub. | Oemmb(o due 2018
LT™ 09/30/2013 EBITDA 57.760
Mult W MultM MultB
4.0x Ox 12.0x
nhmhum-g; Qs 230,800 461,600
1 'Reyohinig Credh Eaciity:. © T - 18,0007 717,000, 157,000 - {
2 ;9’718
3 :
1
z S d " $100% !
3 6.25% Sub. Caneriibia duo 2016 - 32% 100% 100% ;
6.50% Sub. Convertbledve 2018 . ... e R% . J0% | I00%,
Oally Production (boetd) 3.726
Multw MultM MuhtB
$60.000 $75.000 590,000
1 " 157,
2 Byiade,Creditons 2 ;778"
3 [6.25% Sub. Comestible due 2016 51,741
650% Sub, ConvertiBle dua 2008 . ..o cre s SR | BUROU . ¥ 2 - )
Jplled Aksotute Return by Class Mult ¥
1 Revoliig Qoet Fi A T
2 - . - o s 4 20
3 ommcmmuemms % €0% 93%
6.50% Sub, Conwtible due 2018 R e ) 0% 93%.
1P Resorves (Mbbls)
Mult W Muit M Mult B
15.0x 20.0x 25.0x
Distributiens by Clas 351,150 200 585,250)
1 wmmw o 157} E
2 Trade Credio :
3 6.25% Sub, Convctible due 2016
8.50% Sud, Convertibte due 2018 e e .. 35000, 85000
1
2
3 D !
£.50% Sub, Comertible due 2018
2P Reserves (Mbhlx)
Mult W Mult M
5.0 8.5%
D“"’”’"“"‘J:.‘E.!lﬂ )
4 .‘
2
3
Mﬁ&m@y_ﬂmm
@umnmmq nsg
1 FRew i,
2
3
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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 of the Company’s wells to further refine its analysis

Arcayn Resonrees Lid. - Blowdown Seenario DCT

Actual Forecasted
1Q13 2Q13 Q13 4013 1Q14 2Q14 3Q14 4Q14 2013 2014 2015 2016 2017 2018
Oil and NGLs (bbVd) 4,080 4,004 3616 3247 2915 2618 2350 | 2243 334 2529 209 1,868
Gas (mcffd) 110 401 o6 594 534 47 - 430 41 44 463 384 342
Totas (boe/d) 4,098 4,071 3,726 3346 3,004 2,698 2,422 2312 3,808 2,607 2,163 1,925 1,771 1,683
9% Change v (0.7%) (8.5%)  (10.2%)  (10.2%)  (10.2%)  (10.2%) (4.6%) wa  (31.6%)  (178%)  (11.0%) (8.0%) (5.0%;
% Liquids 99.6% 98.4% 927.0% 97.0% 97.0% 97.0% 97.0% 97.0% 98.1% 97.0% 97.0% 97.0% 97.0% 97.0%
on
0il and NGLs (Mbbl) 367 364 s 2% 262 28 216 206 1,363 %23 756 688 621 5%
Gas Mmef) 1¢ 36 6t s 48 4 40 38 162 (69 140 125 118 109
Tolal (Mboe) 369 370 343 308 270 245 223 213 1,390 951 790 705 647 634
Benchmack Prices :
WTI (US$/bbl) ) 9 04.23 105.82 97.61 9214 9206 90.40 88.44 92.00 92076 2438
Edmonton Light Sweet (C¥bbY) 8366 2% 105.19 91.28 9144 9136 89.72 .77 %452 %007 | 837
Alberta Plant Gate (S/mef) : 308 349 243 335 3.54 384 3.54 354 309 354 154
Bealized Prices,
Oil and NGLs (bbl) 84.92 8885 9.7 86.72 3687 86,80 8523 838 89.97 85.69 79.55
Gas (mcf) 192 370 241 335 354 354 354 354 29 3.54 354
I
Oiland NGs 31,181 32372 3317 25,504 2,793 20,676 18,430 17209 122627 79,108 60959 S1LS91 4T3 44968
Gas 19 135 147 183 170 i54 140 134 484 598 497 407 356;
Fotal 31,200 32,507 33,317 26,087 22,963 20,830 18,570 17,343 123,111 79,706 61,456 52,034 47,741 45354
9% Change s +4.2% +23%  (2L.7%)  (12.0%) 9.3%)  (10.8%) (6.6%) wa  (353%)  (22.9%)  (15.3%) (8.3%) (5.0%)
_perboe _ L BASY 8275 9748 8475 8493 | 8486 8334 8LS4 | 8857 8338 7783 7384 7384 7384
Cash Hedging Goins / (Losses) 57 334 @129 (39) (995) (988) (609) (148) (1.276) @719 1,364 3,567 - .
Pumping and Stimulation Revenue 987 779 420 - - - - - 2,186 - - - - -
Total Revenues 32,744 33,620 31,609 26,048 11968 19,842 17,962 17,196 124,021 76,967 62,820 55,601 47,741 45354
_perboe 88.77 90.76 .20 .62 3125 80.83 8061 2085 289.23 80.90 79.55 73.90 73.84 ne4
Royalty Costs (5.033) {6,473) 6377 (5.726) {5,030) (4,565) (4,245) (3.956) (23,609) (17,697 (14.689) (13,109) (12027 - (11.426)
 Royaliicsperboc (36) (740 (1s&)  (B&)  (B6)  (1360)  (I360)  (1360) (6%)  (860)  (BSD (186D _(18K) (&6
Production Casts (incl. Transportation) (6463) {6,135) (6,470} (5,809) {5,103) {4,633) (4,206) (4,014) (243877} (17,955) (14.503) {13,300) {12,202) (13,592)
Production Casts per boe (12.52) (16.56) (1887) (18.87) (1837 (18.87) (1887) (1887 (17.90) (1887 (1887 (1887 (1887 (1887
Field Nesback, ] . s 5372 5971 4727 4745 4138 4586 407 53.69 4630 4035 3636 . 3636 3636
Pumping and Stimulation Costs (1.:37) (2,09 (1.122] - - - - - (5,158) - - - - -
General and Administrative Costs 12.007) 12.809) (2899 {2.087) {1,837) (1,666) {1.486) {1,387) (9,388) (6376 (4.916) 4.163) (3,819) 11@2_8)_
Total Costs (15530)  (17,516)  (16864)  (13,622) (11,969)  (10,865) (9836)  (9,358) (63532)  (42029)  (34,508)  (30,571)  (28,049)  (26/646)
Total Costs per bae “2.10) {47.28) (49.19) {44.25) (420 (44.26) {44.19) (44.00) 45.7) (44.18) (43.70) {4338) (4338) (4338)
Unlavered Cash Nethack 4667 4347 43.01 4037 3698 36.57 3646 36.35 43.52 3672 35.85 35.52 30.46 3046
Delx-Adusted Cash Row 17,214 16,104 14,745 12426 9999 8,977 8,125 7,838 60,489 34,938 28,312 25,030 19,692 18,707
Capital Expenditures (21.355) (8.948) {7.350) {3.000) (1.250) {1.250) {1,250} (1,250) {42102) (5.000) (5.000) {5,000} __{5,000) _ {5,000}
Unlevered Free Cash Flow (4,339) 7,156 1394 9!426 8,749 7,727 6,875 6!5 88 18,387 19;938 23312 20=030 141692 131707
EBITDA (ex. Hedging) 16,657 15,770 16,873 12,464 10,993 9,965 8,734 7,985 61,764 37,677 26,948 21463 19,692 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

35% year | 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

No further activity from the pumping and stimulation division, which was shut down in
Q32013

Flat royalties and production costs at $18.60 and $18.87 per barrel, respectively
G&A set at 8% of production revenues, flat to last 3Q average but above peers

Minimal capex of $5MM/year; no further capex 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 21%-93%
(current price ~50%)

Catalyst notes that under these assumptions the Company ean generate $75SMM 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

DCT Calculation

(Viahes in C$000s, except for production)

Discount Rate 158%]
arten’Year 1014 2014 3Q14 4Q14 2015 2016 2017 2018
“Production (GbVd) 300+ 2098 242 2312 3,808 2,607 2163 1925
Revenue 296 080 1850 17383 123,148 PG 6La6 52,034
ERITDA 10,993 9,965 8234 7,988 61,764 37677 26,548 21,463
Free Cash Flow 8,749 7,727 6875 6,588 23312 20030 @ 14692 13,707
Discount Fastor 1.03, 099 096 093 ()] a3 063 [X]
PV FCF . 8,986 7668 6589 6,095 19,539 14593 9308 7552
{EV of Cash Flons 80331
Valuation Metrics Terminal Valuation (PY in $6005)
Jerminal Value Calculntion Low Mid High Low Mid High
2018 IP Reserves 1834 IS0 20.0x 25.0x 151335 200,781 252226
2018 2P Reserves 33634  50x 85x 120x 2,645 152.486 22341
|Aw§vnne 131990 179638 237286 |
Stakeholder Recoveries
Low Mid High
FVofAfl Futurc Cash Flows 202,321 259960 17,67
Plus: Cash 4058 4058 4,058
Plus: Undeveloped Land 6,800 10200 13,600 _ Note: 68.000 undeveloped acres as $100/8150/8200 peracre
Total Distributztie Vafue 213179 274227 335275
Revolving Credit Facility 157000 157,000 157,000
Recovery to Credit Facllity 100% 100% 100%
Vaolue for Trade Creditors 56,179 111227 178,275
Trade Creditors 19,718 19718 19,718
Recowery 10 Trade Creditors 100% 100% 100%
Vatue for Convertible Notcs 36461 97,509 158,557

6.25% Sub. Convertibls duc 2016 86250 86,250 86,250
6.50% Sub. Convertible duc 2018 85,000 85,000 5,000
Recovery to Converttble Notes 2% 57% 93%
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9. Capital Structure Summary

First Lien Revolving Credit Facility

¢ Borrower: Arcan Resources Ltd.

¢ Pricing: n/a; yield of 3.75% based on price of 100% and Libor base

¢ Interest Rate: Currently Level V as per the applicable margin table below

Libor Loans, Bankers'

Debt to EBITDA Prime Loans and U.S. Base Acceptances and

Level Ratio Rate Loans Letters of Credit
i <1.00 1.00% 2.00%
11 >1.00and < 1.75 1.25% 2.25%
111 >1.75and <2.50 1.50% 2.50%
v >2.50 and < 3.00 2.00% 3.00%
A >3.00 2.50% 3.50%

e Lenders:

Alberta Treasury Branches (Administrative Agent) — $50MM commitment
National Bank of Canada — $50MM commitment '

Bank of Nova Scotia — $30MM commitment

CIBC — $30MM commitment

Royal Bank of Canada — $30MM commitment

e Borrowing Base: $200MM total split into $190MM extendible revolving facility and $10MM
operating facility with a $5MM L/C 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 O O O o

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

e 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

e Rank / Security: First lien on all assets of Arcan Resources Ltd. and Stimsol
¢ Covenants:
o Non-Financial: Customary

o Financial: >1.0x working capital test (current assets plus undrawn portion of facilities,
divided by current liabilities less current debt — 2.15x as of September 30)

e Cross-default with default on either series of convertible notes

e Guarantors: Stimsol Canada Inc.



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 / 114.2857 common shares
o Current value of 3.8% of par based on $0.34 share price
Rank / 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

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 of 23.89%

Interest Rate: 6.50% per annum, semi-annual payments
Maturity Date: October 31, 2018

o Callable on or after October 31, 2015, if the 20-day weighted average share price is equal
to or greater than 125% of the conversion price

18



» 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 / 114.2857 common shares
o Current value of 3.8% of par based on $0.34 share price
Rank / 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

19
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10. Summary Industry Drivers Analysis
Industry Competitors and Rivalry among Incumbents

e 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

e 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

e 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

o 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

o 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

o 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

o 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:

o Large levels of OOIP. Arcan’s landholdings contain an estimated 700 million barrels of
original oil-in-place. The Company’s 24 Mmboe of 1P reserves and 38Mmboe of 2P 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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e Competitive operating netbacks. With a current operating netback of $59.71/boe (price
received less royalties, field opex 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

100%
90%
- 80%
- 70%
60%
50%
40%
-+ 30%
- 20%
10%
0%

Field Netback ($/bo¢)
% Liquids (Oil & NGLs)

mamm Netback  —fll=Liquids %

Source: Company filings.

Weaknesses:

o High well decline rates. Arcan’s wells are highly productive at first, with 30-day IP rates of
150-220 bbl/d 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.

o 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.
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Brandon Moyse

23 Brant St., Apt. 509, Toronto, ON M5V 2L5
(416) 918-9798 | 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

e 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 :

e 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 €100MM distressed equity/special situation investment

Credit Suisse- New York, NY

Analyst, Debt Capital Markets February 2011 — October 2012

e Originated, structured and executed debt capital transactions for investment grade and high yield
clients in the Financial Institutions and Specialty Finance sectors

o Performed credit analysis by analyzing metrics, comparing qualitative fundamental factors and
regressing historical relationships to assess relative value

e Prepared daily and weekly market update materials to summarize key events and market tone

RBC Capital Markets Toronto, ON
Analyst, Debt Capital Markets July 2010 — February 2011
OTHER EXPERIENCE

RBC Capital Markets a Toronto, ON
Summer Analyst, Debt Capital Markets Summer 2008 and Summer 2009
The Daily Pennsylvanian ' Philadelphia, PA
Senior Editor, Writer and Columnist : August 2006 — May 2009
EDUCATION

University of Pennsylvania Philadelphia, PA
Bachelor of Arts in Mathematics _ ~ May 2010
SKILLS AND INTERESTS

Skills and Languages: Bloomberg, Capital IQ, French (conversational)
Interests: Golf, crosswords, trivia, acoustic guitar and wine
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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 contractual subordination

o Included parent guarantees, deficiency claims/double dips and subrogation of junior debt

o Developed property-level value estimates by looking through hundreds of comparable real estate
listings (e.g. on Colliers/JLL/C&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) ,

Drafted 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 avaiiability, funding
requirements/forecast, pro-forma balance sheet and detailed 2-year financial forecasts

Reviewed and provided recommendations on more than 100 key lease agreements and other
executory contracts

o Analysis used to support Company’s closure of 30 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
fleet purchases ($250MM:+)






Court File No. CV-14-507120

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:
THE CATALYST CAPITAL GROUP INC.
Plaintiff
- and -
BRANDON MOYSE and WEST FACE CAPITAL INC.
Defendants

AFFIDAVIT OF ALEXANDER SINGH
(Sworn July 7, 2014)

I, Alexander Singh, of the City of Toronto, in the Province of Ontario,

MAKE OATH AND SAY:

l. 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, 1

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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Discussion with Brandon Moyse

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 ésked that I speak with Br.andon to remind him of the
confidentiality obligations that he owed to his former employer, The Catalyst

Capital Group Inc. (“Catalyst”).

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.

Brandon assured me that he understood the obligations that he owed to Catalyst

and West Face, and that he would abide by them.

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 -

thig &M day of July, 2
e ouler

N’ N’ N’ N N
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Commissiogér for Taking Affidavits, etc ALEX/(N/HSER SINGH
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THE CATALYST CAPITAL GROUP INC. -and - BRANDON MOYSE and WEST FACE CAPITAL INC.
Plaintiff Defendants

ONTARIO
SUPERIOR COURT OF JUSTICE

PROCEEDING COMMENCED AT
TORONTO

AFFIDAVIT OF ALEXANDER SINGH
(Sworn July 7, 2014)

DENTONS CANADA LLP
77 King Street West, Suite 400
Toronto-Dominion Centre
Toronto, ON M5K 0A1

Lawyer: Jeff Mitchell/Andy Pushalik
LSUC#: 40577A/54102P

Telephone: (416) 863-4660/(416) 862-3468
Facsimile: (416) 863-4592

Lawyers for the Defendant/Responding Party,
West Face Capital Inc.
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