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WESTAIM ANNOUNCES $200 MILLION “BOUGHT DEAL” 

PRIVATE PLACEMENT AND CONCURRENT PRIVATE PLACEMENT 
OF SPECIAL WARRANTS TO PURSUE NEW BUSINESS LINES 

 
ENTERS INTO TERM SHEET TO ACQUIRE ARENA INVESTORS, LLC AND TO 

ESTABLISH AND OPERATE A SPECIALTY FINANCE COMPANY 

THIS NEWS RELEASE IS INTENDED FOR DISTRIBUTION IN CANADA ONLY AND IS NOT FOR 
DISTRIBUTION TO UNITED STATES NEWSWIRE SERVICES OR FOR DISSEMINATION IN THE 
UNITED STATES 

Toronto, Ontario – May 5, 2015 – The Westaim Corporation (“Westaim” or the “Company”) (TSXV: 
“WED”) announced today that it has executed a non-binding term sheet (the “Term Sheet”) with Arena 
Investors, LLC relating to the proposed acquisition for nominal consideration by Westaim of Arena 
Investors, LLC or, if determined appropriate, the business currently carried out by Arena Investors, LLC, 
in either case to be led by Daniel B. Zwirn (such acquired business being referred to as “Arena”) and the 
establishment and funding by Westaim of a specialty finance company to be named “Arena Finance 
Company” (“AFC”).  The acquisition of Arena, the establishment, capitalization and organization of AFC 
and the commencement of operations of each of Arena and AFC are hereby referred to as the “Arena 
Transactions”.  Arena is a U.S. based investment firm led by Daniel B. Zwirn, which specializes in 
fundamentals-based, asset-oriented credit investments. 

Westaim and Arena intend to build and operate two businesses, namely, Arena and AFC.  Arena is 
expected to become a global investment management company focused on providing third party clients 
with credit-oriented and other investments that aim to deliver attractive yields with low volatility.  Arena 
intends to implement a typical performance based fee structure involving a fixed percentage management 
fee based on assets under management and an incentive fee based on return on investment.  Westaim is 
expected to capitalize AFC, a specialty finance company, with US$200 million to facilitate the making of 
fundamentals-based, asset-oriented credit-focused investments to complement Arena and participate in 
credit-oriented opportunities generated from Arena’s expected investment pipeline. 

Completion of the Arena Transactions is expected to be subject to the satisfaction or waiver of certain 
conditions including, without limitation, (i) completion of the Offering and the Concurrent Private 
Placement (each as defined below), (ii) Arena having been registered with the United States Securities 
and Exchange Commission (the “SEC”) as an investment adviser, (iii) the negotiation and execution of 
definitive agreements and other documents necessary or desirable to effect the Arena Transactions in 
form and substance satisfactory to Westaim and Arena Management (as defined herein), each acting 
reasonably (the “Definitive Documents”), (iv) approval of the TSX Venture Exchange (the “TSXV”), 
and (v) such other conditions as may be specified in the Definitive Documents or required by the TSXV.  
Completion of the Arena Transactions is currently targeted for August 2015. 

In order to fund the start-up costs of Arena and AFC and to capitalize AFC, Westaim has entered into an 
agreement with GMP Securities L.P. (“GMP”) and TD Securities Inc. (together, the “Underwriters”), 
pursuant to which the Underwriters have agreed to purchase, on a private placement basis, 61,540,000 
special warrants (the “Special Warrants”) of the Company at a price of $3.25 per Special Warrant (the 



 

 

“Offering Price”) for aggregate gross proceeds to Westaim of $200,005,000 (the “Offering”). In 
addition, the Company will grant the Underwriters an option (the “Underwriters’ Option”), exercisable 
up to two business days prior to the closing date of the Offering (the “Closing Date”), to arrange for the 
purchase of up to an additional 9,231,000 Special Warrants at the Offering Price.  If the Underwriters’ 
Option is exercised in full, the total gross proceeds of the Offering will be $230,005,750. 

In addition to the Offering, Westaim expects to complete a concurrent non-brokered private placement of 
Special Warrants on the same terms as the Offering for an amount of up to approximately $23,500,000 
(7,230,770 Special Warrants) (the “Concurrent Private Placement”). Investors in the Concurrent 
Private Placement are expected to include certain directors, officers, insiders and related parties of 
Westaim and/or its subsidiaries (collectively, the “Insider Purchasers”) and certain other investors 
determined by Westaim (including a $2,500,000 subscription from Daniel B. Zwirn).  Closing of each of 
the Offering and the Concurrent Private Placement will be conditional upon the closing of the other. 

Sales of the Special Warrants may be made to purchasers pursuant to exemptions from the prospectus and 
registration requirements of applicable securities laws of each of the provinces and territories of Canada 
and in certain other jurisdictions.  

Each Special Warrant shall be exercisable into one subscription receipt (each, a “Subscription Receipt”) 
of Westaim for no additional consideration. Westaim has agreed that, as soon as reasonably practicable 
following the Closing Date, it will prepare and file a preliminary short form prospectus and, after clearing 
any comments raised by the securities regulators, a (final) short form prospectus (the “Final Prospectus”) 
to qualify the distribution of the Subscription Receipts. Westaim has agreed to use its best efforts to 
obtain a receipt for the Final Prospectus as soon as reasonably practicable and shall use reasonable 
commercial efforts to have the Subscription Receipts listed on the TSXV.  

Each Subscription Receipt will, subject to adjustment in certain circumstances, entitle the holder thereof 
to receive, without further consideration or action: (i) one common share of Westaim (each, an 
“Underlying Share”) upon satisfaction of the Escrow Release Conditions provided that such conditions 
have been satisfied at or prior to the Termination Time (as defined in Schedule “A” hereto); or (ii) if the 
Escrow Release Conditions are not satisfied at or prior to the Termination Time, an amount equal to the 
full purchase price of a Subscription Receipt plus the holder’s pro rata entitlement to the interest earned 
or income generated, if any, on such amount (less any applicable withholding tax). 

The subscription for Special Warrants pursuant to the Concurrent Private Placement by certain of the 
Insider Purchasers constitutes a “related party transaction” as defined in Multilateral Instrument 61-101- 
Protection of Minority Security Holders in Special Transactions (“MI 61-101”). Such subscription is 
exempt from the formal valuation and minority shareholder approval requirements of MI 61-101 as 
neither the fair market value of the securities to be issued to the Insider Purchasers nor the consideration 
paid for such securities by the Insider Purchasers will exceed 25% of Westaim’s market capitalization.  

Cameron MacDonald, the President and Chief Executive Officer of Westaim stated: “We are excited to be 
partnering with Dan Zwirn and his team to build and operate this unique investment and financing 
platform.  We believe that the Arena platform will offer an excellent opportunity to build on our existing 
portfolio of assets as we continue to execute our stated investment objectives and strategy.” 

Daniel B. Zwirn, principal of Arena, stated: “Westaim is an excellent partner for Arena, with a long track 
record of success and a well-deserved reputation for investing well and upholding the highest possible 
standards in their business.  We look forward to working closely with Cam and his team.” 



 

 

A summary of the key terms of the Offering and the Concurrent Private Placement and proposed key 
terms of the Arena Transactions is appended as Schedule “A”.  Further information about the Offering, 
the Concurrent Private Placement and the Arena Transactions will be available on SEDAR 
(www.sedar.com) and the Corporation’s web page (www.westaim.com). 

The securities being offered have not been, nor will they be, registered under the United States Securities 
Act of 1933, as amended, and may not be offered or sold in the United States or to, or for the account or 
benefit of, U.S. persons absent registration or an applicable exemption from the registration requirements.  
This press release shall not constitute an offer to sell or the solicitation of an offer to buy nor shall there 
be any sale of the securities in any jurisdiction in which such offer, solicitation or sale would be unlawful. 

Conference Call Details 
 
Westaim will hold a conference call on Tuesday May 5, 2015 at 5:30 p.m. eastern time.  Details 
of the call are provided below: 
 
Call-in number for the conference call (North America):  +1 416-695-7806  
Call-in number for the conference call (North America Toll Free): +1 888-789-9572 
 
Call-in number for the conference call (International):   
https://www.confsolutions.ca/ILT?oss=7P1R8887899572 
 
Pass code:           1158065 
 
About Westaim 

Westaim is a publicly traded Canadian investment company specializing in providing long-term capital to 
businesses operating primarily within the global financial services industry. Westaim invests, directly and 
indirectly, through acquisitions, joint ventures and other arrangements, with the objective of providing its 
shareholders with capital appreciation and real wealth preservation. Westaim’s strategy is to pursue 
investment opportunities with a focus towards the financial services industry and grow shareholder value 
over the long-term. 

For more information, contact:  

J. Cameron MacDonald, President and Chief Executive Officer or 
Robert T. Kittel, Chief Operating Officer 
The Westaim Corporation 
416- 969-3333 
info@westaim.com 

Neither TSX Venture Exchange nor its Regulation Services Provider (as that term is defined in policies of the 
TSX Venture Exchange) accepts responsibility for the adequacy or accuracy of this release. 

Certain portions of this press release as well as other public statements by Westaim contain forward-looking 
statements. Such forward-looking statements include but are not limited to statements concerning the 
investment strategies and expected rates of return; and strategic alternatives to maximize value for 
shareholders. These statements are based on current expectations that are subject to risks, uncertainties and 
assumptions and Westaim can give no assurance that these expectations are correct. Westaim’s actual results 
could differ materially from those anticipated by forward-looking statements for various reasons generally 
beyond our control, including but not limited to:  (i) our ability to obtain all requisite approvals, including 



 

 

TSXV and SEC approval, as applicable, in connection with the Offering, the Concurrent Private Placement 
and the Arena Transactions; (ii) our ability to complete the Offering and the Concurrent Private Placement and 
to qualify the distribution of the Subscription Receipts and the Underlying Shares on the terms described 
herein or at all; (iii) our ability to complete the Arena Transactions or any portion thereof on the terms 
described herein or at all; (iv) changes in market conditions or deterioration in underlying investments; (v) 
general economic, market, financing, regulatory and industry developments and conditions; and (vi) other risk 
factors set forth in Westaim’s 2014 Audited Annual Financial Statements and Management’s Discussion and 
Analysis, quarterly reports or annual information form. Westaim disclaims any intention or obligation to revise 
forward-looking statements whether as a result of new information, future developments or otherwise except as 
required by law. All forward-looking statements are expressly qualified in their entirety by this cautionary 
statement. 



 

 

Schedule “A” 

Key Terms of the Offering and the Concurrent Private Placement and  
Proposed Terms of the Arena Transactions 

All figures in Canadian dollars unless otherwise specified. 

The Offering 

In order to fund the start-up costs of Arena and AFC and to capitalize AFC, Westaim has entered into an 
agreement with the Underwriters, pursuant to which the Underwriters have agreed to purchase, on a 
private placement basis, 61,540,000 Special Warrants at the Offering Price of $3.25 per Special Warrant 
for aggregate gross proceeds to Westaim of $200,005,000. In addition, the Company will grant the 
Underwriters an Underwriters’ Option, exercisable up to two business days prior to the Closing Date, to 
arrange for the purchase of up to an additional 9,231,000 Special Warrants at the Offering Price.  If the 
Underwriters’ Option is exercised in full, the total gross proceeds of the Offering will be $230,005,750. 

In addition to the Offering, Westaim expects to complete the Concurrent Private Placement on the same 
terms as the Offering for an amount of up to approximately $23,500,000 (7,230,770 Special Warrants). 
Investors in the Concurrent Private Placement are expected to include the Insider Purchasers and certain 
other investors determined by Westaim (including a $2,500,000 subscription from Daniel B. Zwirn).  
Closing of each of the Offering and the Concurrent Private Placement will be conditional upon the closing 
of the other. 

Sales of the Special Warrants may be made to purchasers pursuant to exemptions from the prospectus and 
registration requirements of applicable securities laws of each of the provinces and territories of Canada 
and in certain other jurisdictions. 

Each Special Warrant shall be exercisable into one Subscription Receipt for no additional consideration. 
Westaim has agreed that, as soon as reasonably practicable following the Closing Date, it will prepare and 
file a preliminary short form prospectus and, after clearing any comments raised by the securities 
regulators, a Final Prospectus to qualify the distribution of the Subscription Receipts.  Westaim has 
agreed to use its best efforts to obtain a receipt for the Final Prospectus as soon as reasonably practicable 
and shall use reasonable commercial efforts to have the Subscription Receipts listed on the TSXV. 

Each Subscription Receipt will, subject to adjustment in certain circumstances, entitle the holder thereof 
to receive, without further consideration or action: (i) one Underlying Share upon satisfaction of the 
Escrow Release Conditions provided that such conditions have been satisfied at or prior to the 
Termination Time; or (ii) if the Escrow Release Conditions are not satisfied at or prior to the Termination 
Time, an amount equal to the full purchase price of a Subscription Receipt plus the holder’s pro rata 
entitlement to the interest earned or income generated, if any, on such amount (less any applicable 
withholding tax). 

In connection with their services, Westaim has agreed to pay to the Underwriters a cash commission (the 
“Commission”) of 5.5% of the aggregate proceeds of the Offering (provided that a Commission of 2.75% 
will be payable in respect of certain president’s list subscribers).  An amount equal to 50% of the 
Commission will be paid by Westaim on the Closing Date, with the balance to be paid upon satisfaction 
of the Escrow Release Conditions. 



 

 

The gross proceeds from the sale of the Special Warrants, less an amount equal to (i) 50% of the 
Commission  plus (ii) the costs and expenses of the Underwriters (the “Escrowed Funds”), will be held 
by Equity Financial Trust Company as escrow agent (the “Escrow Agent”) under the terms of an escrow 
agreement to be entered into among the Company, the Escrow Agent and the Underwriters, pending the 
receipt of notice from Westaim confirming that all of the following conditions to the release of the 
proceeds from escrow (the “Escrow Release Conditions”) have been satisfied or waived by both the 
Company and the Underwriters, acting reasonably: 

1. all conditions required to complete the Arena Transactions (other than payment of the purchase 
price therefor and any conditions listed below comprising the Escrow Release Conditions) having 
been satisfied or waived by the Company, acting reasonably and such waiver being disclosed in 
writing to the Underwriters; 

2. the TSXV having approved, respectively, the listing of the Underlying Shares on the TSXV and 
the Arena Transactions; 

3. the SEC having approved the registration of Arena Investors and, if required, AFC and the 
respective personnel of Arena Investors and AFC;  

4. the legal and economic terms of the Arena Transactions being no less favourable in the aggregate 
to Westaim as compared to the terms as described in the Term Sheet and the press release 
announcing the Offering in the opinion of the Underwriters, acting reasonably; 

5. the Underwriters having received a certificate of the Chief Executive Officer of Westaim 
confirming that the legal and economic terms of the Arena Transactions are no less favourable to 
Westaim in the aggregate as compared to the terms as described in the Term Sheet and the press 
release announcing the Offering; 

6. Westaim having delivered a notice to the Escrow Agent confirming that (i) all regulatory, 
corporate and other approvals required in respect of the Offering and the Concurrent Private 
Placement and have been obtained; and (ii) all other escrow release conditions have been met or 
waived; provided that the prior written consent of the Underwriters is obtained for any waiver 
referenced in (ii) above, such consent not to be unreasonably withheld or delayed; and 

7. the satisfaction of any additional conditions for the release of the Escrowed Funds as may be 
mutually agreed upon by Westaim and the Underwriters. 

If the Escrow Release Conditions are not satisfied on or before the earlier of:  (i) 4:30 p.m. (Toronto time) 
on September 15, 2015; and (ii) the time and date, if any, that the parties determine not to proceed with 
the Arena Transactions (in each case, the “Termination Time”), the Escrow Agent and the Company will 
return to each holder of Special Warrants or Subscription Receipts, as applicable, commencing on the 
second business day following the Termination Time, an amount equal to the issue price of each holder’s 
Subscription Receipts and their pro rata entitlements to interest actually earned or income generated on 
such amount (less any applicable withholding tax). 

The subscription for Special Warrants pursuant to the Concurrent Private Placement by certain of the 
Insider Purchasers constitutes a “related party transaction” as defined in MI 61-101. Such subscription is 
exempt from the formal valuation and minority shareholder approval requirements of MI 61-101 as 
neither the fair market value of the securities to be issued to the Insider Purchasers nor the consideration 
paid for such securities by the Insider Purchasers will exceed 25% of Westaim’s market capitalization. 



 

 

Arena Acquisition and Related Transactions 

Term Sheet 

Westaim has executed the Term Sheet with Arena relating to the proposed acquisition for nominal 
consideration by Westaim of Arena or, if determined appropriate, the business currently carried out by 
Arena, in either case led by Daniel B. Zwirn and the establishment and funding by Westaim of AFC.  
Arena is a U.S. based investment firm led by Daniel B. Zwirn, which specializes in fundamentals-based, 
asset-oriented credit investments. Daniel B. Zwirn and companies affiliated with Daniel B. Zwirn, over 
his career have structured and managed over US$10 billion in special situation financing and asset-
oriented investments globally. 

The Term Sheet represents the current intention of Westaim and Arena regarding the acquisition of Arena 
by Westaim, the establishment and funding of AFC by Westaim and the operation of each of Arena and 
AFC.  However, subject to certain exceptions relating to exclusivity, confidentiality and costs, the Term 
Sheet is not binding on the parties.  There can be no assurance that the transactions described in the Term 
Sheet will occur on the terms described herein or at all. 

Westaim and Arena intend to build and operate two businesses, namely, Arena and AFC.  Arena is 
expected to become a global investment management company focused on providing third party clients 
with credit-oriented and other investments that aim to deliver attractive yields with low volatility.  Arena 
intends to implement a typical performance based fee structure involving a fixed percentage management 
fee based on assets under management and an incentive fee based on return on investment.  Westaim is 
expected to capitalize AFC, a specialty finance company, with US$200 million to undertake 
fundamentals-based, asset-oriented credit-focused investments to complement Arena and participate in 
credit-oriented opportunities generated from Arena’s expected investment pipeline. Additional details 
regarding Arena may be found in the form ADV to be filed by Arena with the SEC as soon as practicable 
after the date hereof. 

Arena 

Arena is expected to focus on managing the assets of third party, fee paying client capital through 
investments in a wide variety of fundamentals-based, asset-oriented credit focused opportunities in 
accordance with its investment mandate.  Dan Zwirn is expected to become the Chief Executive Officer 
of Arena.  Other senior management and “front office” employees of Arena will be identified and hired. 

Westaim is expected to enter into an agreement with Mr. Zwirn and other key employees of Arena 
(“Arena Management”) that provides Arena Management the ability to “earn-in” up to a 75% common 
share ownership position in Arena based on meeting certain pre-established thresholds of assets under 
management (“AUM”) and profitability measured by trailing twelve months EBITDA margin (“TTM 
EBITDA”).  The initial earn-in entitlement of 49% of the common share ownership is expected to be 
achieved once Arena’s AUM reaches or exceeds US$1 billion and its TTM EBITDA reaches or exceeds 
35% (the “Initial Threshold”).  Additional increases in AUM and TTM EBITDA are expected to result 
in additional earn-ins until the maximum earn-in ownership level of 75% is reached by Arena’s AUM 
reaching or exceeding US$5 billion and its TTM EBITDA reaching or exceeding 60%.  Prior to the earn-
in, 100% of the common shares of Arena will be owned by Westaim. 

At the commencement of operations of Arena, notwithstanding that Arena Management is not expected to 
own any of the common shares of Arena, it is expected that Arena Management will have a 49% 
participation interest in the after-tax cumulative cash flows of Arena until such time as the Initial 
Threshold is achieved. 



 

 

It is expected that Arena Management (including Mr. Zwirn) will commit to invest 50% of their portion 
of the first US$50 million of after-tax ownership distributions of Arena (and 25% thereafter) in common 
shares of Westaim to be purchased in the open market at the then current trading price, subject to a 
maximum in respect of any one purchaser or group of purchasers acting jointly or in concert, of 19.9% of 
the outstanding common shares of Westaim.  

AFC 

AFC is expected to focus on investing in a wide variety of fundamentals-based, asset-oriented credit 
focused opportunities in accordance with its investment policy.  Dan Zwirn is expected to become Chief 
Executive Officer of AFC.  The other employees of AFC will be comprised of both members of Arena 
Management and other individuals. 

It is expected that Westaim will purchase US$200 million of common shares of AFC from treasury at 
$10.00 per share (20,000,000 common shares) representing 100% ownership of AFC.  The proceeds of 
this common share purchase are expected to be used to fund a portfolio of loan assets and other 
investments in accordance with the investment policy of AFC. 

As a long-term incentive plan for management, AFC is expected to issue stock options to Arena 
Management and other selected employees of AFC representing 20% of the basic common shares of AFC 
outstanding on closing.  Each tranche of options is expected to vest equally on the first, second, third, 
fourth and fifth anniversary of the closing date of the Arena Acquisition.  Each tranche is expected to 
have the following terms: 

 Tranche A:  5% (1,000,000 options) at a strike price of US$10.00 per common share; 

 Tranche B:  5% (1,000,000 options) at a strike price of US$12.50 per common share; 

 Tranche C:  5% (1,000,000 options) at a strike price of US$15.00 per common share; and 

 Tranche D:  5% (1,000,000 options) at a strike price of US$17.50 per common share. 

Closing of Arena Transactions 

Completion of the Arena Transactions is expected to be subject to the satisfaction or waiver of certain 
conditions including, without limitation, (i) completion of the Offering and the Concurrent Private 
Placement, (ii) Arena having been registered with the SEC as an investment adviser, (iii) the negotiation 
and execution of the Definitive Documents, (iv) approval of the TSXV, and (v) such other conditions as 
may be specified in the Definitive Documents or required by the TSXV.  Completion of the Arena 
Transactions is currently targeted for August 2015. 

Westaim is expected to agree to pay for the estimated start-up costs of Arena and AFC of up to US$4.3 
million.  Thereafter, Westaim is expected to finance the operating expenses of Arena and AFC, at its sole 
discretion, through debt facilities to be extended to each company. 

 

 


