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Fourth Reporting Letter of the Trustee – October 25, 2006

In this letter the Trustee provides an update on the following matters:

- the revised mandate of the Representative Counsel;

- update on the tax status of Portus registered products;

- Court approval of increase of up to 10% for Hardship claimants who have reached

the initial 10% limit;

- additional Court approvals from October 6, 2006;

- resignation  and replacement of one of the Inspectors; and

- outcomes of Inspectors meetings.

Revised Mandate of the Representative Counsel

On August 10, 2006, the Trustee advised the Investors that a motion would be brought to

discharge the Representative Counsel. The Trustee, after discussions with the

Representative Counsel, with the concurrence of the Inspectors, has determined that it is

appropriate for the Representative Counsel to continue with a revised mandate. As

PAAM is now in bankruptcy, the Trustee has the primary obligation of dealing with the

Investors and other stakeholders. The Trustee requests that all questions and concerns of

Investors should first be directed to the Trustee. If an Investor has questions or concerns

which remain unanswered, the Representative Counsel remains available to you and you

should feel free to contact him.

Tax Status of Registered Products

In previous reporting letters, the Trustee has advised Portus Creditors that, at this time,

selling their registered PAAM claim directly to a third party will de-register their tax

protected investment and will trigger tax on the sale. The Trustee is planning to get a

Court order within the next month which should establish a process for the sale of

registered claims such that income tax should not be automatically triggered on the sale

of the investment.  The intended process would provide that registered products must be

transferred to another registered plan in order not to trigger income tax.

www.portusgroup.ca
This document has been provided in accordance with the Legal Terms of Web Site Use found at the end of this document.
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Hardship Payout Increased

The Court authorized the Hardship Committee to pay approved Hardship claimants an

additional 10 percent of the Investor’s total funds invested (less any previous

redemptions) to those Hardship claimants who have reached the initial 10% limit.  This is

over and above and additional to previously approved and paid claims.  It will however

be necessary for these claimants to reapply through the Hardship Committee process to

be eligible.  Information on how to apply for a Hardship consideration is available

elsewhere on this website or by contacting the Call Centre at 1-866-260-5439.

October 6, 2006 Court Approvals

The following is a brief summary of decisions and information of interest to PAAM

Investors coming out of the Ontario Superior Court of Justice proceedings held on

October 6th.

The Court was advised of three recent class action lawsuits against two law firms and an

accounting firm. The lawsuits were commenced without notice to the Trustee. The class

action lawsuits demand the return of fees received by these law and accounting firms

from the now bankrupt Portus.

The Trustee has been reviewing potential claims against third parties, including these

firms, and its counsel has opened discussions with them.

As discussed above, the Court approved changes to the Hardship program so that

additional amounts can be paid to an Investor who has already qualified for the “Hardship

Program”.

The Court also reviewed and approved interim draws for professional fees and expenses

related to the Bankruptcy, subject to taxation by the Court.

http://www.portusgroup.ca/paam_bankruptcy_hardship.html
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Inspectors – Resignation and New Appointment

Inspector Michael A. Kelly has resigned. He was nominated by Manulife Financial. He

resigned because he left Manulife for a new position elsewhere.

The Trustee thanks Mr. Kelly for his contributions over the last months.

Mr. David R.  Kerr was elected to replace Mr. Kelly by the remaining Inspectors. Mr.

Kerr is Assistant Vice President & Senior Counsel, Manulife Financial and is located in

Toronto.  Details on Mr. Kerr follow.

Mr. David R. Kerr
Manulife Financial (Toronto, Ontario)
Position: Counsel (November 2000 – July 2003)

Assistant Vice President & Counsel (July 2003 – July 2005)
Assistant Vice President & Senior Counsel (July 2005 – Present)

Provide legal advice and support to various areas within Manulife, including Corporate
Treasury, Corporate Secretary and the Investments, Real Estate and Human Resources
departments. Support is also provided to Manulife’s Asia, Japan and U.S. divisions.
Matters assisted on in respect of such areas include corporate finance activities, securities
compliance, corporate disclosure documentation and compliance, mergers and
acquisitions, contract negotiation and global policy administration.

Cassels Brock & Blackwell LLP (Toronto, Ontario)
Position: Associate (May 1996 – October 2000)
Provided legal advice and support in a variety of complex corporate and commercial
transactions, with an emphasis on corporate finance, securities law, mergers and
acquisitions and corporate secretarial matters.

Education:
Law Society of Upper Canada
Admitted to the Bar, 1996
Faculty of Law, University of Western Ontario – London, Ontario (1991-1994)
Bachelor of Laws, 1994

Marietta College – Marietta, Ohio (1985-1988)
Bachelor of Arts, cum laude, 1988

Saint Mary’s University – Halifax, Nova Scotia (1984-1985)
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Summary of Inspectors’ Meetings

The Inspectors have held eight meetings since June 21, 2006. The following is a summary

of issues dealt with and discussed at recent Inspectors’ meetings.

August 3, 2006 - Fourth Meeting of the Inspectors

•  Development of a Creditor’s communication protocol, including the use of the

Call Centre, a commitment to ongoing Trustee’s Reporting Letters, and the

maintenance and enhancement of the Trustee’s website,

•  Review and consideration of preliminary information from the Trustee’s legal

counsel regarding possible litigation of Portus’ reviewable and preferential

transactions and dealings,

•  Review of mandate of Representative Counsel.

August 22, 2006 - Fifth Meeting of the Inspectors

•  Acceptance of the resignation of Inspector Michael A. Kelly,

•  Election of a new Inspector, Mr. David R. Kerr.

August 28, 2006 - Sixth Meeting of the Inspectors

•  Meeting with the Receiver’s consultant, Northwater Capital Management Inc., to

discuss the principal-protected notes issued by Société Générale (Canada) and the

potential options available with respect to these assets and a briefing on the nature

and complexity of the principal-protected notes,

•  Review and consider recommendations contained in a report from legal counsel

regarding possible litigation of Portus’ reviewable and preferential transactions

and dealings,

•  Update and discuss developments related to third party investment companies

which have expressed an intention to solicit and purchase claims. Discussions

included access to the list of Creditors, the role of the Trustee with respect to

assisting these firms with the purchase of claims and the role of the Trustee with

respect to advising Creditors on the merits of selling their claims. A protocol was

developed by the Trustee governing the delivery of information to prospective

purchasers and the administration of claims purchased by them,
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•  Discussion of the role of Concentra Financial which is the third party Trustee of

the Portus registered investment products.

September 13, 2006 - Seventh Meeting of the Inspectors

•  Further discussion of the litigation brief prepared by legal counsel, including

further discussion on options for additional recoveries through litigation,

•  Discussion of the amount and timing of a possible interim distribution to Portus

Investors,

•  Review of the terms and role of the Hardship Committee, including approval of

changes to the Hardship Program through additional payments to qualifying

Investors,

•  Discussion and recommendation on the acquisition of new  office space as the

existing lease expires on  October 31,

•  Review of bankruptcy administration costs and professional fees,

•  Presentation and review of the Trustee’s internal controls.

October 11, 2006 - Eighth Meeting of the Inspectors

•  Consideration of the three recent class action lawsuits against two law firms and

one accounting firm. The class action lawsuits demand the return of fees received

by these law and accounting firms from the now bankrupt Portus,

•  Review of the claims the Trustee could assert against these three firms,

•  Update on third party investment companies efforts to purchase claims from

Portus Investors.
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TERMS AND CONDITIONS OF SITE USE

PORTUS ALTERNATIVE ASSET MANAGEMENT INC.
(In Receivership / In Bankruptcy)

KPMG Inc., Receiver / KPMG Inc., Trustee in Bankruptcy

These website terms and conditions of use (the “Terms of Use”) is a legal agreement between the visitor
to this Site (“you”) and Portus Alternative Asset Management Inc. by its Receiver and Trustee in
Bankruptcy, of the estate of Portus Alternative Asset Management Inc., KPMG Inc. (the “Site Operator”)
concerning your access to and use of this Site.

BY ACCESSING AND USING THIS SITE YOU ARE ACKNOWLEDGING YOUR ACCEPTANCE OF AND
AGREEMENT TO THESE TERMS OF USE AND THAT YOU INTEND TO BE LEGALLY BOUND BY
THEM.

IF YOU DO NOT AGREE WITH ONE OR MORE OF THESE TERMS OF USE YOU MAY NOT ACCESS
OR USE THE SITE OR ANY INFORMATION CONTAINED ON THE SITE.

In consideration of the mutual covenants contained in these Terms of Use and other good and valuable
consideration (the receipt and sufficiency of which are hereby acknowledged), you and the Site Operator
agree as follows:

Purpose

The Site contains legal documents, information and data pertaining to the receivership of Portus
Alternative Asset Management Inc. (the “Site Content”) and is presented by the Site Operator solely and
exclusively as a public service for informational purposes only. The Site Operator hereby grants you a
personal, non-transferable and non-exclusive right to access, read and download the Site Content which
shall only be used by you solely and exclusively for your personal and private use. You agree that you
acquire absolutely no rights or licenses to the Site or any Site Content other than the limited right to
access and use the Site and Site Content in accordance with these Terms of Use. Transmissions to the
Site by you are not protected and no confidentiality will be maintained with respect such transmissions by
you which are made at your sole risk.

Limitations

This Site is not an official reporter, and the Site Operator does not guarantee that any Site Content is
error free, complete,  accurate, reliable or current. The Site Operator uses reasonable efforts to update
the Site on the day in which new material is filed with the Court. The Site Operator recommends that all
postings be reviewed by you at least 48 hours after posting in order to determine whether any
amendments have been made to the posted document. In addition, all Court materials will generally be
posted on the Site prior to the hearing of the relevant motion or other proceeding. However, be advised
that, due to size restrictions, certain of these materials may be removed from the Site subsequent to the
expiry of the relevant appeal period. All materials will continue to be available for public review through
the Commercial List Office, 10th Floor, 393 University Avenue, Toronto, Ontario in Court File No. 05-CL-
5792 of the Ontario Superior Court of Justice (Commercial List). You acknowledge and agree that this
Site does not purport to provide complete records of all litigation and legal documentation (or any other
information) pertaining to Portus Alternative Asset Management Inc., in Receivership and/or in
Bankruptcy and that the Site contains no legal (or other professional) advice and nothing on the Site or in
these Terms of Use shall be taken, implied or construed as an offer to provide, or a provision of, legal
advice or as a recommendation for any specific course of action. Changes may be periodically made to
the Site and/or the Site Content and may be made at any time. Site Operator reserves the right to
change, modify, suspend, or discontinue the Site or any Site Content at any time without notice and may
suspend or terminate your access to the Site immediately without prior notice at its sole discretion and for
any reason and without further obligation or liability to you.
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YOU AGREE THAT THE SITE AND SITE CONTENT ARE PROVIDED ON AN “AS IS” BASIS, AND IS
FOR YOUR PERSONAL USE ONLY WITHOUT ANY REPRESENTATIONS OR WARRANTIES OF ANY
KIND OR NATURE WHATSOEVER. THE SITE OPERATOR, TO THE FULLEST EXTENT PERMITTED
BY LAW, DISCLAIMS ALL EXPRESS OR IMPLIED CONDITION, REPRESENTATIONS AND
WARRANTIES, OF ANY KIND OR NATURE AND MAKES NO WARRANTIES ABOUT THE
ACCURACY, RELIABILITY, COMPLETENESS, OR TIMELINESS OF ANY SITE CONTENT OR THE
SITE OR ANY THIRD PARTY INFORMATION.  SITE OPERATOR IS NOT RESPONSIBLE FOR
ERRORS OR DELAYS IN TRANSMISSION OVER THE INTERNET AND DOES NOT WARRANT THAT
THE SITE WILL OPERATE ERROR-FREE OR UNINTERRUPTED OR THAT THE SITE OR ANY SITE
CONTENT IS FREE OF COMPUTER VIRUSES AND OTHER HARMFUL ELEMENTS.

IN NO EVENT SHALL THE SITE OPERATOR, OR ANY AFFILIATES OF  KPMG INC. OR ANY OF
THEIR RESPECTIVE OFFICERS, DIRECTORS, EMPLOYEES OR AGENTS, BE LIABLE FOR ANY
DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL, EXEMPLARY OR PUNITIVE
DAMAGES, HARM, INJURY, COST, EXPENSE OR OTHER LOSSES OR ANY KIND OR NATURE
WHATSOEVER (WHETHER BASED ON WARRANTY, CONTRACT, TORT, EQUITY, STRICT
LIABILITY, PATENT OR COPYRIGHT INFRINGEMENT OR ANY OTHER LEGAL THEORY)
RESULTING FROM THE USE OF, OR THE INABILITY TO MAKE USE OF, THE SITE OR ANY SITE
CONTENT (INCLUDING IN ANY CONNECTION WITH THE TRANSMISSION OR DOWNLOADING OF
ANY SITE CONTENT FROM THE SITE OR SUBMISSIONS TO THE SITE) OR THE USE OF, OR
RELIANCE ON, ANY SITE CONTENT OR OTHER INFORMATION CONTAINED ON THE SITE,
WHETHER OR NOT SITE OPERATOR OR ITS AFFILIATES ARE ADVISED OF THE POSSIBILITY OF
SUCH DAMAGES.

You acknowledge and agree that KPMG LLP is not the Site Operator and has no responsibility for this
Site or any Site Content.

Links

The Site may include hypertext links to third party web sites solely for the purpose of helping you identify
and locate other sources of information that may be of interest. Hypertext links do not imply an
endorsement of (including that the Site Operator has reviewed such sites) or association with such third
party web sites and the Site Operator, its affiliates and related companies are not responsible for such
third party web sites or the information contained on such third party web sites. Use of third party web
sites is entirely at your sole discretion and risk and You may not create links from other web sites to this
Site. Any copying, republication or redistribution of any part of the Site, including by caching, framing or
similar means, is expressly prohibited without the prior written consent of the Site Operator.

Conformance with Law

In addition to complying with these Terms of Use, you agree to use the Site and Site Content for lawful
purposes only and in a manner consistent with all applicable local, national or international laws and
regulations. The Site shall not be used where, and to any extent, such use is prohibited by law. Your use
of the Site from any location is subject to your compliance with all applicable laws and regulations that
may be applicable to you. You agree, and confirm, that your use of the Site is in full compliance with the
laws of the jurisdiction(s) to which you are subject, and that you are not prohibited from using the Site due
to any restriction whatsoever.

Location and Law

The Site is physically located at, and is administered by the Site Operator from its offices in Province of
Ontario, Canada. By accessing the Site, you and the Site Operator agree that all matters relating to
access to, or use of the Site and all of the communications, transmissions and transactions associated
with the Site shall be deemed to have occurred in the Province of Ontario and shall be governed by the
laws of the Province of Ontario and the laws of Canada applicable therein, without regard to the conflicts
of laws principals thereof. You and the Site Operator also agree and hereby irrevocably submit and attorn
to the exclusive personal jurisdiction and venue of the courts of the Province of Ontario with respect to
such matters.
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Indemnity

You agree to defend, indemnify, and hold harmless the Site Operator, its affiliates and their respective
officers, directors, employees, professional advisors and agents, from and against any claims, actions,
demands, losses, liabilities, damages, costs and expenses, including without limitation, reasonable legal
and accounting fees, alleging or resulting from your access of the Site, your use of the Site Materials or
your breach of these Terms of Use.

Severability

If, in any jurisdiction, any of these Terms of Use are held to be unenforceable by a court of competent
jurisdiction, such Terms of Use shall be restricted or eliminated to the minimum extent necessary and the
remaining Terms of Use shall otherwise remain in full force and effect.  A printed version of the Terms
and Conditions and any notice given in electronic form shall be admissible in judicial proceedings or
administrative proceedings based upon or relating to the Terms of Use to the same extent and subject to
the same conditions as other business documents and records originally generated and maintained in
printed form.

Entire Agreement

These Terms of Use constitute the entire agreement between you and the Site Operator relating to the
access to and use of the Site and the Site Content. Anything on the Site inconsistent with these Terms of
Use is superceded by these Terms of Use.

Amendment and Waiver

The Site Operator reserves the right to modify these Terms of Use at any time. It is your responsibility to
review these Terms of Use each time you visit the Site and you are deemed to be aware of such
amendments. No supplement, modification or amendment to these Terms of Use proposed by you shall
be binding on the Site Operator unless agreed to by the Site Operator in writing. No waiver of any of
these Terms of Use shall be deemed a further or continuing waiver of such Term of Use or any other term
or condition. All waivers by the Site Operator must be in writing and signed by an authorized
representative of the Site Operator.

Language

English shall be the language of the Site, and all contents, information and communication in connection
with the Site, and the parties waive any right to use and rely upon any other language or translations. Il
est la volonté express des parties que le présent Site et tous les affaires qui s’y rapportent soient rédigés
en langue anglaise, exception faite des documents pour lesquels la loi exige l’usage exclusif du français.

Termination

The effective date of these Terms of Use is the date on which you have accepted the Terms of Use in
accordance with the procedures set out herein. These Terms of Use are effective until terminated by the
Site Operator, with or without cause, in the Site Operator’s sole and unfettered discretion. The
disclaimers, limitations on liability, termination, interpretative provisions, your warranties and indemnities
shall survive any termination of these Terms of Use.
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