Court File No.05-CL-5792

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

ONTARIO SECURITIES COMMISSION

Applicant
-and -
PORTUS ALTERNATIVE ASSET MANAGEMENT INC,,
PORTUS ASSET MANAGEMENT INC. and BANCNOTE CORP.
Respondents

MOTION RECORD
(Returnable March 17, 2005)

March 17, 2005 Ontario Securities Commission
20 Queen Street West
Suite 1900
Toronto, ON MS5H 3S8

Melissa MacKewan
Litigation Counsel
Enforcement Branch
LSUC#39166E

Tel: (416) 593-3652
Fax: (416) 593-2319



TO:

AND TO:

AND TO:

AND TO

THIS HONOURABLE COURT

BLAKE, CASSELS & GRAYDON LLP
2800-199 Bay Street

Toronto, Ontario

MS3L 1A9

Attention: Nigel Campbell

Tel: (416) 863-2429
Fax: (416) 863-2653

Solicitors for Portus Alternative Asset Management Inc.,
and Boaz Manor

BENNETT JONES LLP
3411-1 First Canadian Place
Toronto, Ontario

M5X 1A4

Attention: Robert Staley

Tel: (416) 777-4857
Fax: (416) 863-1716

Solicitors for Michael Mendelson,
CEO Portus Asset Management

BANCNOTE TRUST AND BANCNOTE CORP.
¢/o John Dallas Campbell

27 Cliffside Drive

Unit 10

Toronto, Ontario

MIN IK9




AND TO FASKEN MARTINEAU DuMOULIN LLP
4200 TD Bank Tower

PO Box 20, Stn. Toronto Dominion
Toronto, Ontario
MS5K IN6

Attention: Jeffrey Leon and Tracy Pratt

Tel: (416) 366-8381
Fax: (416) 364-7813

Solicitors for Manulife Securities Inc.

AND TO: ARTHUR BIRNBAUM
Barrister and Solicitors
90 Eglinton Avenue East
Suite 420
Toronto, Ontario
M4P 2Y3

Tel: (416) 483-6677
Fax: (416) 483-2737

Receivership/Insolvency Counsel for Joel Vale

AND TO: JOEL VALE
Barrister and Solicitor
194 The Bridle Path
North York, Ontario
M3C 2P5

Tel: (416) 447-8597
Fax: (416) 447-3731

Solicitor for the Plaintiffs Peter F. Ormerod and Garry Hurs



AND TO:

AND TO:

AND TO:

THORNTONGROUTFINNIGAN LLP
Suite 2200, P.O. Box 329

Royal Trust Tower

Toronto-Dominion Centre

Toronto, ON M5K 1K7

Attention: James H. Grout and Gregory R. Azeff

Tel: (416) 304-1616
Fax: (416) 304-1313

Solicitors for KPMG Inc. in its capacity as
the Receiver of the Respondents

FRASER MILNER CASGRAIN LLP
15% Floor, The Grosvenor Building
1040 West Georgia Street

Vancouver, BC V6E 4HS

Attention: Douglas Knowles

Tel: (604) 443-7104
Fax: (604) 683-5214

Representative Counsel for the Investors

FRASER MILNER CASGRAIN LLP
1 First Canadian Place

100 King Street West

Toronto, Ontario

M5X 1B2

Attention: Shayne Kukulowicz

Tel: (416) 863-4740
Fax: (416) 863-4592

Toronto Designee of the Representative Counsel for the Investors



AND TO:

TORY’SLLP

Suite 3000

Box 270, TD Centre

79 Wellington Street W.
Toronto, Ontario

MSK N2 Canada

Attention: Susan Kushneryk

Tel 416.865.7500
Fax 416.865.7380



INDEX



Court File No.05-CL-5792

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

ONTARIO SECURITIES COMMISSION

Applicant
- and -
PORTUS ALTERNATIVE ASSET MANAGEMENT INC.,
PORTUS ASSET MANAGEMENT INC. and BANCNOTE CORP.
Respondents

NOTICE OF MOTION

INDEX
Tab Description
1 Notice of Motion returnable March 17, 2005
2 Second Report of the Receiver dated March 17, 2005

A Exhibit “A” —  Order of Mr. Justice C.L. Campbell dated March 4, 2005

B Exhibit “B” —  Sample RSP/Non-RSP Account Portfolio Management
Agreement for BancNote Trust Series VI

C Exhibit “C” — ISDA Agreements for Put and Call Options

D Exhibit “D” — Offering Memorandum

E Exhibit “E” —  E-mail from McMillan Binch LLP dated March 15, 2005
F Exhibit “F” ~  Letter from Hymas Investment Management Inc.

G Exhibit “G”~ Amended and Restated Trust Agreement dated May 23, 2003



H Exhibit “H” — Trust Agreement dated March 29, 2004
1 Exhibit “I’—~  Corporate searches in respect of Premier Derives Paris Inc.
J Exhibit “J” —  Corporate searches in respect of BNote Management Inc.

K Exhibit “K” ~ Corporate Profile Report in respect of Southwest Asset
Management Inc.

1L Exhibit “L” -~ Letter from Blake, Cassels & Graydon LLP, dated March 135,
2005

M Exhibit “M” ~ Letter from Thomnton Grout Finnigan LLP, dated March 16, 2005
Draft Order



TAB 1



Court File No.05-CL-5792

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

ONTARIO SECURITIES COMMISSION

Applicant
-and -
PORTUS ALTERNATIVE ASSET MANAGEMENT INC.,
PORTUS ASSET MANAGEMENT INC. and BANCNOTE CORP.
Respondents

NOTICE OF MOTION

The Applicant Ontario Securities Commission (the “Applicant™) will make a motion
before The Honourable Mr. Justice Colin Campbell on Friday, March 18, 2005 at 10:00 o’clock
in the morning or as soon after that time as the motion can be heard at 393 University Avenue, in

the City of Toronto.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.

THE MOTION IS FOR:
1. An Order abridging the time for service of this motion;
2. an Order continuing the Order of The Honourable Mr. Justice Campbell herein dated

Friday, March 4, 2005 (the “Initial Order”) until such time as KPMG Inc., in its capacity
as the Receiver of the Respondents, has completed the administration of the Estate and

has been discharged by this Honourable Court;



an Order that the Receiver's Charge (as defined in the Initial Order) and the
Representative Counsel Charge (as defined in the Second Report) each constitute a first
ranking charge, ranking pari passu and pro rata with each other, upon Account No. 130-

815-4 maintained by the Respondent Portus Alternative Asset Management Inc.
(“PAAM”) at Royal Bank of Canada;

an Order authorizing the Receiver to examine, under oath, any person reasonably thought
to have knowledge of the affairs of the Respondents including, without limitation, any
person who is or has been a director, officer, employee, agent, representative, associate,
solicitor, auditor or accountant of the Respondents or any of them including, without
limitation, Boaz Manor, Michael Mendelson and Ali Hamid, respecting his or her
knowledge of and dealings with the Respondents or any of them and that such notices for
examination shall be given in the form set forth in the Rules of Civil Procedure for

examinations for discovery and service shall be effective by facsimile sent on 2 days

notice;

an Order empowering the Receiver to demand production from third parties (including
but not limited to the Respondents® advisors, banks, financial institutions, solicitors,

counsel and accountants of documents relating to:
(a) the Respondents’ financial affairs;

(b)  funds received by the Respondents from third party investors (the “Investors™)

and the investment of those funds or the Respondents on behalf of the Investors:

(c) the purchase, sale and any dealings by the Respondents in securities with third

parties utilising funds received from the Investors (the “Third Party
Transactions™);

(d)  the identity of the third parties with which the Respondents or any of them
engaged in the Third Party Transactions;



(e) the bank accounts or other financial records in respect of the accounts into which
such funds were deposited including documents regarding any withdrawal,

transfer or dissipation of funds in any such accounts;

H commissions, fees, expenses or other amounts paid to any persons in connection
with funds received by the Respondents or any of them and any agreements,

arrangements or other communication with respect to the payment of such

amounts;

and further directs that all such third parties shall co-operate fully with the Receiver

subject to claims of Jegal privilege.

an Order appointing KPMG Inc. as Receiver of all property, assets and undertaking of the
Trusts (as defined herein) and SAM (as defined herein);

an Order appointing KPMG Inc. as Receiver of the Canadian assets of the Cayman

Companies (as defined herein);

an Order approving the conduct of the Receiver as described in the Second Report of the

Receiver dated March 17, 2005 (the “Second Report”); and

such further and other relief as counsel may advise and this Honourable Court may deem

just.

THE GROUNDS FOR THE MOTION ARE:

the Receiver was appointed without notice pursuant to the provisions of subsection
129(3) of the Securities Act (Ontario);

subsection 129(3) of the Securities Act (Ontario) provides that an appointment of a

Receiver without notice shall not exceed 15 days;

subsection 129(4) of the Securities Act (Ontario) provides that, if a Receiver is appointed

without notice under sub section 129(3), the Ontario Securities Commission may make a



motion to the Court within 15 days after the date of the Order to continue the Order or

forthe issuance of such other Order as the Court considers appropriate;

it is in the best interest of the Investors and other persons with an interest in the affairs of
the Respondents that the appointment of the Receiver be continued until such time as the

Receiver has completed the administration of the Estate and has applied to this
Honourable Court for its discharge;

the Receiver has ascertained that Account No. 130-815-4 maintained by the Respondent
PAAM at Royal Bank of Canada (the “Specified Account™) is not impressed with a trust
nor is it subject to any security interest save and except for the Receivers’ Charge and the

Representative Counsel Charge, which rank pari passu and pro rata with each other;

the principals of the Respondents and various parties with which the Respondents
engaged in the Third Party Transactions involving funds invested with or through the
Respondents by the Investors have failed or refused to operate with the Receiver in
producing documents to the Receiver and disclosing to the Receiver the nature of those

transactions and the ultimate destination of the funds invested by the Investors with or

through the Respondents;

the trusts listed at Schedule “A” hereto (collectively, the “Trusts™) and Premiers Derives
Paris Inc. and BNote Management Inc. (such latter two parties together referred to as the
“Cayman Companies”), were the recipients of funds from the Investors (as defined in the
Second Report) through the Debtors. As a result, assets in which the Investors invested
are not in the hands of the Debtors, but rather, appear to be in the Trusts. As a result, in
order to protect the interests of the Investors and other creditors, it is essential that that

the receivership be expanded to include the Trusts and the Canadian assets of the

Canadian Companies;

Southview Asset Management Inc. (“SAM™) is related 1o the Debtors, and the Receiver is
of the view that it is essential that that the receivership be expanded to include the

Southview Companies and 4055527,



9. certain Investors may be experiencing severe hardship due to their inability to redeem

their investments with the Debtors;
10.  Such other grounds as are set out in the Second Report;
11, Sections 1.1 and 129 of the Securities Act;

12, Section 101 of the Courts of Justice Act;

13. Such further and other grounds as counsel may advise and this Honourable Court may

permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

motion:

1. the Second Report of the Receiver dated March 17, 2005; and

2. such further and other material as counsel may advise and this Honourable Court may
permit.
March 17, 2005 Ontario Securities Commission
20 Queen Street West
Suite 1900

Toronto, ON M3H 388

Melissa MacKewan
Litigation Counsel
Enforcement Branch
LSUC#39166E

Tel: (416) 593-3652
Fax: (416) 593-2319



TO: THIS HONOURABLE COURT

AND TO: BLAKE, CASSELS & GRAYDON LLP
2800-199 Bay Street
Toronto, Ontario
MSL 1A9

Attention: Nigel Campbell

Tel: (416) 863-2429
Fax: (416} 863-2653

Solicitors for Portus Alternative Asset Management Inc.,
and Boaz Manor

AND TO: BENNETT JONES LLP
3411-1 First Canadian Place
Toronto, Ontario
MSX 1A4

Attention: Robert Staley

Tel: (416) 777-4857
Fax: (416) 863-1716

Solicitors for Michael Mendelson,
CEO Portus Asset Management

AND TO BANCNOTE TRUST AND BANCNOTE CORP.
c¢/o John Dallas Campbell
27 Cliffside Drive
Unit 10
Toronto, Ontario
MIN 1K9



AND TO FASKEN MARTINEAU DuMOULIN LLP
4200 TD Bank Tower
PO Box 20, Stn. Toronto Dominion

Toronto, Ontario
MSK IN6

Attention: Jeffrey Leon and Tracy Pratt

Tel: (416) 366-8381
Fax: (416) 364-7813

Solicitors for Manulife Securities Inc.

AND TO: ARTHUR BIRNBAUM
Barrister and Solicitors
90 Eglinton Avenue East
Suite 420
Toronto, Ontario
M4P 2Y3

Tel: (416) 483-6677
Fax: (416) 483-2737

Receivership/Insolvency Counsel for Joel Vale

AND TO: JOEL VALE
Barrister and Solicitor
194 The Bridle Path
North York, Ontario
M3C 2P35

Tel: (416) 447-8597
Fax: (416) 447-3731

Solicitor for the Plaintiffs Peter F. Ormerod and Garry Hurs



AND TO: THORNTONGROUTFINNIGAN LLP
Suite 2200, P.O. Box 329
Royal Trust Tower
Toronto-Dominion Centre
Toronto, ON MSK 1K7

Attention: James H. Grout and Gregory R. Azeff

Tel: (416) 304-1616
Fax: (416) 304-1313

Solicitors for KPMG Inc. in its capacity as
the Receiver of the Respondents

AND TO:  FRASER MILNER CASGRAIN LLP
15% Floor, The Grosvenor Building
1040 West Georgia Street
Vancouver, BC V6E 4H8

Attention: Douglas Knowles

Tel: (604) 443-7104
Fax: (604) 683-5214

Representative Counsel for the Investors

AND TO: FRASER MILNER CASGRAIN LLP
1 First Canadian Place
100 King Street West
Toronto, Ontario
MSX 1B2

Attention: Shayne Kukulowicz

Tel: (416) 863-4740
Fax: (416) 863-4592

Toronto Designee of the Representative Counsel for the Investors



AND TO:

TORY’S LLP

Suite 3000

Box 270, TD Centre

79 Wellington Street W,
Toronto, Ontario

MSK 1N2 Canada

Attention: Susan Kushneryk

Tel 416.865.7500
Fax 416.865.7380



Schedule “A”

Market Neutral Preservation Fund
MNB Trust

BancNote Trust Series Il
BancNote Trust Series 111
BancNote Trust Series [V
BancNote Trust Series V
BancNote Trust Series VI
BancNote Trust Series VI{a)
BancNote Trust Series VIII
BancNote Trust Series VIII(a)
BancNote Trust Series X
BancNote Trust Series X(a)
Preservation Fund Series 11
Preservation Fund Series 111
BancLife Trust Series [

BancLife Trust Series II
Malachite Aggressive Preferred
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Court File No.05-CL-5792

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

ONTARIO SECURITIES COMMISSION

Applicant
-and -
PORTUS ALTERNATIVE ASSET MANAGEMENT INC.,
PORTUS ASSET MANAGEMENT INC. and BANCNOTE CORP.
Respondents

SECOND REPORT OF THE RECEIVER
{Dated March 17, 2005)

Background

1.

Pursuant to the Order of the Honourable Mr. Justice Campbell of the Ontario Superior
Court of Justice (Commercial List) dated March 4, 2005 (the “Initial Order”), KPMG Inc.
was appointed as Receiver (in such capacity, the “Receiver”) pursuant to Section 129 of
the Securities Act, R.S.0. 1990, ¢.S-5, as amended, without security, of all of the assets,
undertakings and properties of Portus Alternative Asset Management Inc. (“PAAM”),
Portus Asset Management Inc. (“PAM™) and BancNote Corp. (collectively, the

“Debtors”, which term for greater certainty includes any of them). A copy of the Initial
Order is attached hereto as Exhibit “A”.

The purpose of this Second Report of the Receiver (the “Second Report™) is to provide
this Honourable Court with an update in respect of the activities of the Receiver since the

date of the First Report of the Receiver dated March 9, 2005 (the “First Report™), the
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progress of the receivership generally, and to provide a factual basis upon which this
Honourable Court is requested to grant certain relief.

3. Capitalized terms not defined in this Second Report are as defined in the Initial Order or

the First Report. All references to dollars are in Canadian currency unless otherwise

noted. Certain information set out in the First Report is repeated herein for ease of

reference.

Activities of the Receiver

4, Since the date of the Initial Order, the Receiver has:

a) taken steps to secure the Debtors’ known business premises and to locate and
secure other Property;

b) taken steps to safeguard, secure and back-up the Debtors’ physical and electronic
records;

c) taken steps to locate amounts held in the Debtors® bank accounts;

d) commenced an assessment of the corporate and financial structure of the Debtors
and their business;

€) commenced an assessment of transactions entered into by the Debtors involving
the investing public and other third parties, including meeting with certain of
these third-parties;

) attempted to communicate with the Debtors’ key decision makers and other
former employees; and

2) established a public communication program, including a telephone information

line and internet website.



Securing the Debtors’ Premises

The Receiver has taken steps to secure the known business premises of the Debtors,
including leased premises at First Canadian Place, 100 King St. West, Toronto, Ontario

(the “First Canadian Premises™) and at BCE Place, 161 Bay Street, Toronto, Ontario (the
“BCE Place Premises™).

The Receiver continues to review the business records of the Debtors located at the First
Canadian Premises and the BCE Place Premises. The Receiver continues to have

discussions with third parties and review records with a view to identifying other

properties or leased premises of the Debtors.

Review of Electronic Records

The Receiver has taken steps to safeguard, secure and back-up electronic records in
respect of the Debtors’ business. The process of safeguarding the data is very time-
consuming, as the Receiver is taking extra steps to preserve its integrity. The Receiver

continues its review of the Debtors’ electronic records, but is not yet in a position to

report with respect thereto.

It is apparent from the Receiver’s attempts to review the electronic records of the Debtors
that attempts were made to destroy the data contained therein. The Receiver is

continuing its attempts to recover the data for review, but it is still uncertain as to whether

all of the data is recoverable.

Securing Property and Accounts

10.

The Receiver has been communicating with certain third parties with knowledge of
specific assets comprising the business or with respect to the nature of the Debtors’

business, with a view to developing a more comprehensive understanding of the Debtors’

assets and affairs.

In particular, the Receiver has had discussions with representatives of Royal Bank of
Canada and its affiliates (collectively “RBC”), which provided banking and related

services to some or all of the Debtors, as well as Societé Génerale (Canada) (“SGC”), and



11.

12,

13.

-4-

Manulife Financial Corporation. Advisors licensed by Manulife Securities International
Limited, a subsidiary of Manulife Financial Corporation, referred certain of the Investors

to PAAM’s financial products. These parties have provided assistance to and cooperated

with the Receiver.

With the assistance of RBC personnel, the Receiver has identified approximately 100

accounts at RBC belonging to the Debtors and/or containing Other Property {collectively,
the “RBC Accounts™).

The Receiver is in the course of reviewing the various account operation agreements in
respect of the RBC Accounts. The Receiver has identified an RBC Account at RBC
Main Branch, referred to as Account No. 130-815-4 (“Account 130-815-4"), which

contains funds in the amount of approximately $15 million that are the property of
PAAM.

The Receiver requires funds to pay for the ongoing administration of the receivership. In
addition, the Representative Counsel requires funding to fulfill its role. The Receiver
requests that this Honourable Court issue a declaration confirming that Account 130-815-
4 is subject to (i) the Receiver's Charge; and (ii) a charge securing the fees and
disbursements of the Representative Counsel ranking pro rata and pari passu with the

Receiver’s Charge (the “Representative Counsel Charge™).

Offshore Accounts

14.

The Receiver has located certain of the Debtors’ internal records that indicate that
between January 2004 and February 2005 approximately USD330 million was wire
transferred by PAAM to offshore bank accounts, and approximately CAD$210 million
was wire transferred by PAAM to offshore bank accounts. According to such internal
records, it appears that a significant portion of such funds were transferred to offshore
bank accounts controlled by PAAM, which, based on the Receiver’s review of the

Debtors’ records, may be beneficially owned by the Cayman Companies (as defined

herein).



15.

16.

17.

-5.

The Receiver has not yet determined the purpose of these wire transfers, nor whether the
funds were ever repatriated back into Canadian bank accounts.

The Receiver is investigating the nature and purpose of these transfers, but the Receiver
has been hampered in its efforts thus far due to the insufficiency of the Debtors’ records
and the lack of assistance from the Debtors’ key decision makers. The Receiver has

contacted certain of these offshore banks to request information with respect to PAAM’s
accounts.

Given the magnitude of the wire transfers indicated by such internal records, the Receiver
is concerned that the lack of information with respect thereto will interfere with the

Receiver’s ability to understand the business of the Debtors.

Expansion of Receivership to Include Certain Related Parties

18.

19.

Based on the Receiver’s preliminary review of the Debtors’ business, affairs and records,
and with the assistance of and meetings with third parties such as former employees, and
information from the Debtors’ legal counsel, it appears that the Debtors were involved in

complex financial structures involving multiple layers of entities and transactions in
several jurisdictions.

Many of these transactions involved corporations, purported trusts or other entities
related to the Debtors. Set out below at paragraphs 20 to 25 is a description of a
representative transaction structure, which description is based on the receiver’s review

of available documents and records. The purpose of this description is in support of the

Receiver’s recommendations set out at paragraph 44.

Purported Structure of BancNote Trust Series

20.

The Receiver has reviewed documents including, but not limited, to the account portfolio
management agreement, the offering memoranda in respect of each series of the Trusts,
and unsigned ISDA master agreements for derivative contracts, and has conducted
interviews with certain former employees of the Debtors. Based upon such documents

and interviews, the following is the Receiver’s understanding of the BancNote Trust



21.

22,

23.

24.

-6-

Series structure, although the Receiver notes that such structure may not have been fully
implemented as so described.

In the BancNote Trust Series structure, it appears that funds from Investors were invested
in managed accounts with PAAM. Attached hereto as Exhibit “B” is a copy of a sample
RSP/Non-RSP Account Portfolio Management Agreement for BancNote Trust Series VI
(the “Sample Agreement”). As stated in the Sample Agreement,

“Paradigm initially intends to invest all of the assets in the Account in a structure
intended to provide you with substantially the economic effect of an investment in
BancNote Trust - Series VI (the "Trust") with certain tax deferral and capital
gains (rather than income) treatment. The tax-efficient derivative structure which
Paradigm intends to use is expected to involve the purchase of listed non-
dividend-paying securities which will constitute "Canadian securities” as defined
in subsection 39(6) of the Income Tax Act (Canada) (the "Tax Act"), and the
simultaneous purchase of an option from and the writing of an option to separate
counterparties, which may be Canadian or non-Canadian entities. The Canadian

listed securities so acquired may be pledged by Paradigm on behalf of the
Account as securities for such options.”

Under a structure such as the one described above, the Debtor would invest all monies
raised under the managed account agreement described above in shares purchased from
Premiér Derivés Paris Inc. (“PDP”), a Cayman company, and would write a call option
with PDP to deliver shares in exchange for the economic benefit of units in certain trusts.
The Debtor would also pledge the basket of equity stock as collateral for this call option
written. At the same time, the Debtor would purchase a put option with BNote
Management Inc. (“BNote”), a second Cayman company, to deliver shares in exchange
for the economic benefit of the units in certain trusts. BNote in turn would pledge units

of the particular BancNote trust series to the Debtor.

All evidenced derivative contacts are unsigned. In addition, the Receiver has thus far
been unable to locate copies of any agreements and collateral accounts with respect to the
share transactions for the trusts and the pledging of shares and units. Attached hereto as

Exhibit “C” is a copy of one of the ISDA agreements for the put and call options.

Given that BNote, as principal subscriber of the units of the BancNote Series of Trusts,

owns the units of the Trust and pledges these units to the Debtor through the derivative
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contract described above, it appears that a cross-hedging relationship between PDP and
BNote (together, the “Cayman Companies™) would be required to complete the structure
as described. The Receiver has not been able to obtain a copy of this cross-hedging

relationship agreement but has seen limited reference to it in certain documentation.

25.  Based upon the Receiver's information thus far, it would appear that BNote, as the
primary unitholder of the relevant Trusts, does not have any direct or indirect ownership
of the underlying investments in the Trust but rather only has ownership of the units of
the Trust. Units of the Trusts are not directly guaranteed against losses, and ownership of
the principal protected investments purchased by the Trusts lies with the Trusts
themselves. PAM, or its appointed valuation agent, was responsible for computing the
net asset value of each Trust. Attached hereto as Exhibit “D” is a copy of an Offering
Memorandum describing the structure and transactions set out above and including

without limitation, the role of the manager and investment advisor, and investment

strategy and relevant risk factors.

The Trusts

26. By e-mail dated March 15, 2005, McMillan Binch LLP, which acted as counsel to PAM
on several transactions, advised the Receiver (through its counsel) of the existence of the
following purported trusts (collectively, the “Trusts™):

Market Neutral Preservation Fund
MNB Trust

BancNote Trust Series 1
BancNote Trust Series 111
BancNote Trust Series [V
BancNote Trust Series V
BancNote Trust Series VI
BancNote Trust Series VI(a)
BancNote Trust Series VIII
BancNote Trust Series V1II(a)
BancNote Trust Series X
BancNote Trust Series X(a)
Preservation Fund Series [1
Preservation Fund Series H1
BancLife Trust Series |

Bancl.ife Trust Series 1i
Malachite Aggressive Preferred Fund



27.

28.

29,

A copy of the e-mail from McMillan Binch LLP dated March 15, 2005 is attached hereto
as Exhibit “E”.

It is the Receiver’s understanding that units in BancNote Trust Series Il through X(2) and
BancLife Trust Series I and II were sold to, and held by, primarily BNote, as well as a

small portion owned by Manor personally and/or PAAM.

As noted above, it appears that any economic benefits accruing on the baskets of
investments held by BancNote Trust Series II through X(a) and BancLife Trust Series 1
and IT were transferred by BNote to PAAM through derivative contracts and the pledging

of these units as collateral to these coniracts.

Attached as Exhibit “F” is a copy of a letter from Hymas Investment Management Inc.,
former trustee of Malachite Aggressive Preferred Fund (“Malachite™), giving notice to all

unitholders of Malachite of the appointment of PAAM as replacement trustee of
Malachite.

Documented Trusts

30.

31

McMillan Binch LLP advises that only certain of the Trusts have been properly
documented. Specifically, McMillan Binch LLP has advised that Market Neutral
Preservation Fund is the subject of an Amended and Restated Trust Agreement dated
May 23, 2003, pursuant to which PAM is manager and Computershare Trust Company of

Canada (“CTCC”) is trustee. Attached hereto as Exhibit “G” is a copy of the Amended
and Restated Trust Agreement.

In addition, McMillan Binch LLP has advised that MNB Trust is the subject of a Trust
Agreement dated June 20, 2003, pursuant to which Paradigm Asset Management Inc.
(predecessor to PAM) is manager and CTCC is trustee. Similarly, BancNote Trust Series
11 is the subject of a Trust Agreement dated March 29, 2004, pursuant to which PAM is
manager and CTCC is trustee. Attached hereto as Exhibit “H” is a copy of the Trust

Agreement.



Undocumented Trusts

32.

33.

34.

35.

36.

McMillan Binch LLP advises that BancNote Trust Series III through X(a) (collectively,
the “Undocumented Trusts™) were supposed to have been governed by: (i) a Master Trust
Agreement dated September 17, 2004; and (ii) Supplemental Trust Agreements which
were to have been executed for each of the Trusts. Pursuant to the Master Trust

Agreement, PAM and CTCC were to be appointed as manager and trustee, respectively,
of the Undocumented Trusts.

As noted above, a Supplemental Trust Agreement was to have been executed by PAM
and CTCC in respect of each of the Undocumented Trusts. Pursuant to the terms of the
Master Trust Agreement, the trusts are established upon execution by the trustee of a
Supplemental Trust Agreement in respect of such specific trust. However, no
Supplemental Trust Agreements were executed by CTCC in respect of the
Undocumented Trusts. MecMillan Binch LLP advises the Receiver that CTCC declined

to act as trustee upon learning of the Commission’s investigation with respect to the
Debtors.

McMillan Binch LLP advises that it was not involved in the creation of BancLife Trust
Series [ or II, and cannot provide the Receiver with any information with respect thereto.
However, the Receiver is advised that Malachite Aggressive Preferred Fund is governed
by a trust declaration, which was subsequently amended by unitholder consent to
establish PAAM as trustee. The Receiver has been unable to locate any trust
documentation thus far with respect to BancLife Trust Series I, BancLife Trust Series I,

or Malachite Aggressive Preferred Fund.

As PAM is in receivership pursuant to the Initial Order, it is no longer managing any of
the Trusts.

In addition, it appears as though none of the Undocumented Trusts has a trustee in place,

due to the fact that Supplemental Trust Agreements were not executed in respect thereof.
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The Cayman Companies

37.

38.

39,

40.

As noted above, it appears that each of the Cayman Companies was intended to be used

as a mechanism to transfer economic benefits from the Trusts to PAAM, and ultimately

1o the Investors.

The Receiver has retained counsel in the Cayman Islands to obtain information with
respect to the Cayman Companies. Cayman counsel advises the Receiver that the
Cayman Companies are “exempt” corporations under Cayman Island law, and
consequently such basic corporate information as the names of the officers and directors
is not available to the public. Attached hereto as Exhibits “I” and “J” are copies of

corporate searches in respect of the Cayman Companies.

Based on the Receiver’s review of the accounting records of the Debtors, it appears that
PAAM and/or PAM may have control over certain Canadian bank accounts which, based

on the Receiver’s review of the Debtors’ records, may be beneficially owned by the

Cayman Companies.

The Receiver recommends that the receivership be expanded to include alt Ontario and

Canadian property, assets and undertaking of the Cayman Companies.

The Southview Comparny

41.

42,

The Receiver has identified Southview Asset Management Inc. (“SAM?”) as an additional
company involved in the Debtors® business. SAM is an Ontario corporation, with its
head office listed as the First Canadian Premises. Boaz Manor (“Manor”) and Michael
Mendelson (“Mendelson”) are the sole officers and directors of SAM. A copy of a
Corporate Profile Report in respect of SAM is attached hereto as Exhibit “K”.

Based on the Receiver’s review of the available books and records of the Debtors, it
appears that prior to August 31, 2004, SAM provided administrative services to PAM.
The Receiver’s review of the records indicates that SAM had 2004 revenues of $6.5

million, primarily comprised of administrative fees paid by PAM including

reimbursement for rent.
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In addition, the records disclose an intercompany receivable owing from PAM to SAM in
the amount of $12.2 million. The records also show an intercompany payable owing by
SAM to PAM in the amount of $13.9 million, in respect of funding received by SAM

from PAM in 2003 and 2004. Such amounts are the principal assets and liabilities of
SAM.

Recommendation re Expansion of Receivership

44,

The Receiver recommends that the receivership be expanded to include the Trusts, the
Canadian assets of the Cayman Companies and SAM, as the Receiver is of the view that
such an expansion is required for the Receiver to effectively administer the receivership

of the Debtors and to maximize recovery for creditors of the Debtors.

Examination of Key Personnel

45.

46.

47.

It is apparent to the Receiver that only certain key individuals had a complete picture of
the Debtors’ business structure and affairs. Accordingly, the Receiver has attempted to
contact Manor and Mendelson, the two principal decision makers in the Debtors’

business organization, both directly and through their respective counsel of record.

The Receiver has contacted Blake, Cassels & Graydon LLP, counsel to Manor,
requesting all Property in the firm’s possession, including any documents related to the
Debtors. By letter dated March 15, 2005, Blake, Cassels & Graydon LLP advised that it
is holding documents related to the Debtors, but that it is not prepared to release such
documents to the Receiver due to an assertion of solicitor-client privilege by Manor.
Attached hereto as Exhibits “L” and “M”, respectively, are copies of the letter from

Blake, Cassels & Graydon LLP, and the response of the Receiver through its counsel,
Thornton Grout Finnigan LLP.

Mendelson’s counsel has responded to certain enquiries regarding the Property, and on
March 14, 2005 delivered a large volume of the Debtors’ business records to the
Receiver. The Receiver’s preliminary review of these documents indicates that they will

not assist the Receiver in understanding the Debtors’ business structure or affairs.
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49.

50.

51
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In addition, the Receiver has repeatedly attempted to contact Ali Hamid (“Hamid”) by
telephone and by letter from the Receiver’s counsel. The Receiver understands that
Hamid was responsible for, among other things, oversight of the Debtors’ custody
accounts and wire transfers. The Debtor’s Offering Memoranda for certain of the Trusts

describe Hamid's role as “the primary liaison for the lawyers and accountants that handle

the firm’s transactions.”

To date, the Receiver has had no success in opening any direct line of communication

with Manor, Mendelson or Hamid.

The Receiver is of the view that obtaining information from these individuals is
necessary for the Receiver to develop a clear picture of the business structure and
operations of the Debtors. In addition, the Receiver has identified missing documentation
including such key documents as significant contracts between the Debtors and the
Cayman Companies and records related to BancNote Corp. that the Receiver requires for

its assessment and analysis of the business of the Debtors.

The Receiver is of the view that such individuals will not provide information or the
missing documents to the Receiver unless specifically compelled to do so by Order of the
Court. Accordingly, the Receiver respectfully requests that this Honourable Court issue
an Order compelling Manor, Mendelson and Hamid to attend examinations to be
conducted by the Receiver, and directing Blake, Cassels & Graydon LLP to deliver all

documents in its possession related to the Debtors.

Communications with Former Employees

52.

The Receiver continues to have discussions with former employees of the Debtors.
However, most of the Debtors’ former employees had limited or restricted knowledge of
the Debtors’ business structure and affairs, and consequently the former employees have

not been able to provide insight to the Receiver with respect to the overall structure and

operations of the Debtors.
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Public Communications

53.

54.

55.

The Receiver has established a program for communicating with the public. The
Receiver has established an information helpline at 1 (866) 260 5439 and a website

available at www.kpmg.ca/portus. The Receiver has engaged personnel to operate the

information helpline.

To date, the website has received approximately 4,800 unique hits, the information

helpline has received approximately 800 telephone calls, and the Receiver has received

approximately 150 e-mail enquiries.

The Receiver notes that “hardship” calls have become more frequent. It has come to the
Receiver’s attention that certain Investors may be experiencing severe hardship due to
their inability to redeem their investments with the Debtors. For example, retired persons
with perhaps substantially all of their savings invested in Portus financial products may
have no source of income other than the periodic redemptions of such products. The
Receiver is reviewing this issue with a view to providing the Court with a
recommendation shortly. In this regard, the Receiver is in contact with Representative

Counsel and certain provincial securities commissions.

Representative Counsel

56.

Pursuant to the Order of the Honourable Mr. Justice Campbell dated March 9, 2005 (the

“Rep Counsel Order”), Douglas I. Knowles was appointed as Representative Counsel on
behalf of the Investors.

Pre-Receivership Automatic Payments

57.

Based on information provided by former employees of the Debtors and the Receiver’s
review of available business records, it is possible that as many as 267 Investors were
scheduled to receive monthly or bi-weekly payments from the Debtors between February
18 and March 3, 2005. The Receiver estimates that automatic payments in the aggregate

amount of approximately $107,000 were to have been made to Investors during this

period (the *“Pre-Receivership Automatic Payments™).
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The amounts of the Pre-Receivership Automatic Payments owed to each individual
Investor range to as high as 10% of an individual Investor’s total investment with
Debtors, with the average Pre-Receivership Automatic Payments being approximately

0.75% of an individual Investor’s total investment with Debtors.

The Recelver is investigating the status of the Pre-Receivership Automatic Payments that
the Receiver is satisfied were not made by the Debtors. The Receiver is reviewing this

issue with a view to providing the Court with a recommendation shortly.

Conclusion

60.

61.

Pursuant to the Initial Order, the Receiver was appointed for a period not to exceed 15
days. Such initial period has provided the Receiver with the opportunity to locate and
secure Property and to commence its review of the Debtors’ business and affairs, but

substantial additional time will be required for the Receiver to complete its administration

of the receivership.

The Receiver recommends that this Honourable Court extend its appointment as

Receiver, to allow the Receiver to fully administer the receivership.

Receiver’s Recommendations

62.

The Receiver respectfully recommends and requests that this Honourable Court issue an
Order:

(a)  Continuing the Initial Order including extending the appointment of the
Receiver until such time as the Receiver has completed the administration of

the Estates and has been discharged by this Honourable Court;

(b) declaring that Account 130-815-4 is charged by the Receiver’s Charge and the
Representative Counsel Charge, in order to fund the ongoing receivership

costs and the costs of the Representative Counsel;

(c) expanding the receivership to include the Trusts, the Canadian assets of the

Cayman Companies, and SAM,;
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(d) directing Manor, Mendelson and Hamid to attend examinations to be

conducted by the Receiver; and

(e) directing Blake, Cassels & Graydon LLP to deliver to the Receiver all

documents in its possession related to the Debtors.



ALL OF WHICH IS RESPECTFULLY SUBMITTED BY:

KPMG INC. in its capacity as

Court — Appointed Reeeiver of Portus
Alternative Asset Management Inc., Portus
Asset Management Inc, and BancNote Corp.,
and with no personal or corporate liability.
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Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE _WR - )

)
TUSTICE ¢ .. d AWW?%Q_L‘L— )

FRIDAY, THE 4™ DAY

OF MARCH, 2005

ONTARIO SECURITIES COMMISSION

Applicant
- and -
PORTUS ALTERNATIVE ASSET MANAGEMENT INC.,
PORTUS ASSET MANAGEMENT INC. and BANCNOTE CORP.
Respondents

ORDER

THIS APPLICATION, made by the Ontario Securities Commission (the “Commission™)
for an Order pursuant to section 129 of the Securities Act, R.8.0. 1990, c. S-5, as amended (the
"Act") appointing KPMG Inc. as receiver (in such capacity, the "Receiver") without security, of
all of the assets, undertakings and properties of Portus Alternative Asset Management Inc.,
Portus Asset Management Inc., and BancNote Corp. (collectively, the "Debtors", which term for

greater certainty includes any of them) was heard this day at 393 University Avenue, Toronto,
Ontario.

OWADING the affidavit of Kelly Everest sworn March 4, 2005, %ﬁiﬁdﬁ*ﬂ_

WIRNE. svcomme Mareh—4~2008, and the Exhibits thereto, and on hearing the submissions of

counsel for the Commission, and on reading the consent of KPMG Inc. to act as the Receiver,



SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and the

Application Record is hereby abridged so that this application is properly returnable today and
hereby dispenses with further service thereof.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 129 of the Act, KPMG Inc. is hereby
appointed Receiver, without security, of all of the Debtors’ current and future assets,
undertakings and properties of every nature and kind whatsoever, and wherever situate including
all proceeds thereof (collectively, the "Debtors’ Property”) and any assets, undertakings and
properties relating to the Debtors’ business, including without limitation, that which is in the
possession or under the control of the Debtors or any other Person (as defined herein) ir;cluding
cash, deposit instruments, securities or other property held in trust for any other person

(collectively, the “Other Property™), such appointment to be for a period of 15 days from the date
hereof, subject to further Order of the Court.

RECEIVER’S POWERS

3. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not
obligated, to act at once in respect of the Debtors’ Property and the Other Property {collectively
the “Property”) and, without in any way limiting the generality of the foregoing, the Receiver is

hereby expressly empowered and authorized to do any of the following where the Receiver
considers it necessary or desirable:

(a)  to take possession and control of the Property and any and all proceeds,

receipts and disbursements arising out of or from the Property;

(b)  to receive and collect all monies, dividends or other amounts payable in
respect of the Property;

(c) to receive, preserve, protect and maintain control of the Property, or any

part or parts thereof, including, but not limited to, the changing of locks
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and security codes, the relocating of Property to safeguard it, the engaging
of independent security personnel, the taking of physical inventories and
the placement of such insurance coverage as may be necessary or

desirable;

to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on
whatever basis, including on a temporary basis, to assist with the exercise

of the powers and duties conferred by this Order;

to engage such investment managers, fund managers, portfolio managers,
hedge fund managers and other financial professionals from time to time
and on whatever basis, including on a temporary basis, as may in the

opinion of the Receiver be appropriate;

to purchase or lease such machinery, equipment, inventories, supplies,
premises or other assets to carry out the terms of the Receiver’s

appointment;

to receive and collect all monies and accounts now owed or hereafter
owing to the Debtors and to exercise all remedies of the Debtors in
collecting such monies, including, without limitation, to enforce any
security held by the Debtors;

to settle, extend or compromise any indebtedness owing to the Debtors;

to execute, assign, issue and endorse documents of whatever nature in
respect of any of the Property, whether in the Receiver's name or in the

narne and on behalf of the Debtors, for any purpose pursuant to this Order;

to undertake environmental or workers' health and safety assessments of

the Property and operations of the Debtors;

to initiate, prosecute and continue the prosecution of any and all

proceedings and to defend all proceedings now pending or hereafter



@

(m)

()

(0)

®

-4

instituted with respect to the Debtors, the Property or the Receiver, and to
settle or compromise any such proceedings. The authority hereby
conveyed shall extend to such appeals or applications for judicial review

in respect of any order or judgment pronounced in any such proceeding;

to report to, meet with and discuss with any party deemed necessary or
advisable by the Fussisd Receiver, including without limitation any
secured and unsecured creditors of the Debtors, investors in any of the
Debtors, any other stakeholders of the Debtors, and any of their advisors
as the Receiver deems appropriate on all matters relating to the Property
and the receivership, and to share information, subject to such terms as to
confidentiality as the Receiver deems advisable;

without limiting the foregoing subparagraph (1), to report to, meet with
and discuss with any regulatory bodies including provincial securities
commissions and any securities exchanges and their advisors as the
Receiver deems appropriate on all matters relating to the Property and the
receivership, and to share information, subject to such ferms as to

confidentiality as the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the
Property against title to any of the Property;

to apply for any permits, licences, approvals or permissions as may be
required by any governmental authority and any renewals thereof for and

on behalf of and, if thought desirable by the Receiver, in the name of the
Debtors; ‘

to enter into arrangements with any trustee in bankruptcy appointed in
respect of the Debtors, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property

owned or leased by the Debtors and the power to lend money to or
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indemnify any such trustee, such trustee borrowings or indemnity not to

exceed $100,000 unless otherwise increased by this Court;

()  to exercise any sharcholder, partnership, joint venture or other rights
which the Debtors may have; and

@ to take any steps reasonably incidental 1o the exercise of these powers,

and in each case where the Receiver takes any such actions or steps, it shall be exclusively

authorized and empowered to do so, to the exclusion of all other Persons, including the Debtors,
and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

THIS COURT ORDERS that (i) the Debtors, (ii) all of their current and former directors,
officers, employees, agents, accountants, legal counsel and sharcholders, and all other persons
acting on their instructions or behalf, and (iii) all other individuals, firms, corporations,
governmental bodies or agencies, or other entities having notice of this Order (all of the
foregoing, collectively, being "Persons" and each being a "Person") shall forthwith advise the
Receiver of the existence of any Property in such Person's possession or control, shall grant
immediate and continued access to the Property to the Receiver, shall provide the Receiver with
account numbers and/or names under which Property may be held by third parties, and shall

deliver all such Property to the Receiver upon the Receiver's request.

4. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not
obligated, to take possession and control of any funds held in the name of the Debtors, in any
former names of the Debtors (including, without limitation, in the name of Paradigm Alternative
Asset Management Inc.) or by a third party for the benefit of the Debtors, or any stakeholders of
the Debtors, including, without limitation, all amounts standing to the credit or in the name of
Market Neutral Preservation Fund at Royal Bank of Canada or RBC Dominion Securities Inc.
(together, “RBC”) or any of the funds listed at Schedule “A* hereto .

5. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the

existence of any books, documents, securities, contracts, orders, corporate and accounting
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records, and any other papers, records and information of any kind related to the business or
affairs of the Debtors or the Property, and any computer programs, computer tapes, computer
disks, or other data storage media containing any such information (the foregoing, collectively,
the "Records”) in that Person’s possession or control, and shall provide to the Receiver or permit
the Receiver to make, retain and take away copies thereof and grant to the Receiver access to and
use of accounting, computer, sofiware and physical facilities relating thereto, provided however
that nothing in this paragraph ?:r in paragraphb of this Order shall require the delivery of
Records, or the granting of access to Records, which may not be disclosed or provided to the

Receiver due to the privilege attaching to selicitor-client communication or due to statutory
provisions prohibiting such disclosure.

6. THIS COURT ORDERS that that if any Records are stored or otherwise contained on a

computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system and

providing the Receiver with any and all access codes, account names and account numbers that
may be required to gain access to the information

7. THIS COURT ORDERS that Internet Service Providers and other Persons which provide
e-mail, world wide web, file transfer protocol, Internet connection or other similar services to the
Debtors and/or their present and former directors, officers, employees and agents shall deliver to
the Receiver all documents, server files, archive files and any other information in any form in
any way recording messages, e-mail correspondence or other information sent or received by

such directors, officers, employees or agents in the course of their association with the Debtors.
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NO PROCEEDINGS AGAINST THE RECEIVER

8. THIS COURT ORDERS that no proceeding or enforcement process in any court or

tribunal (each, a "Proceeding"), shall be commenced or continued against the Receiver except

with the written consent of the Recetver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

9. THIS COURT ORDERS that no Proceeding against or in respect of the Debtors or the
Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all Proceedings currently under way against or in respect of
the Debtors or the Property are hereby stayed and suspended pending further Order of this Court,
provided that nothing herein shall prevent the commencement or continuation of any proceedings
against the Debtors by the Commission, including without limitation the proceedings
commenced by Notice of Hearing issued February 2, 2005 pursuant to sections 127 and 127.1 of
the Securities Act (Ontario), as ordered on February 10, 2005.

NO EXERCISE OF RIGHTS OR REMEDIES

10.  THIS COURT ORDERS that all rights and remedies against the Debtors or affecting the
Property are hereby stayed and suspended except with the written consent of the Receiver or
leave of this Court, provided however that nothing in this paragraph shall (i) empower the
Receiver or the Debtors to carry on any business which the Debtors are not lawfully entitled to
carry on, (ii) exempt the Receiver or the Debtors from compliance with statutory or regulatory
provisions relating to health, safety or the environment, or (iii) prevent the filing of any

registration to preserve or perfect a security interest or a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

11.  THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any right, renewal right, contract, arrangement,

agreement, licence or permit in favour of or held by the Debtors, without written consent of the

Receiver or leave of this Court,



CONTINUATION OF SERVICES

12.  THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtors or statutory or regulatory mandates for the supply of goods and/or services, including
without limitation, all computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Debtors are hercby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the Debtors’ current
telephone numbers, facsimile numbers, internet addresses and domain names, provided in cach
case that the normal prices or charges for all such goods or services received after the date of this
Order are paid by the Receiver in accordance with normal payment practices of the Debtors or

such other practices as may be agreed upon by the supplier or service provider and the Receiver,
or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

13.  THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from any
source whatsoever, including without limitation the sale of all or any of the Debtors’ Property
and the collection of any accounts receivable in whole or in part, whether in existence on the date
of this Order or hereafter coming into existence, shall be deposited into one or more new
accounts to be opened by the Receiver (the "Post Receivership Accounts”) and the monies
standing to the credit of such Post Receivership Accounts from time to time, net of any
disbursements provided for herein, shall be held by the Receiver to be paid in accordance with

the terms of this Order or any further Order of this Court.

EMPLOYEES

14.  THIS COURT ORDERS that the employment of each employee of the Debtors is hereby
terminated. The Receiver shall not be liable for any employee-related liabilities, including
wages, severance pay, termination pay, vacation pay, and pension or benefit amounts, other than
such amounts as the Receiver may specifically agree in writing to pay, or such amounts as may

be determined in a Proceeding before a court or tribunal of competent jurisdiction, provided that



.9.

pursuant to subsection 14.06(1.2) of the BIA, the Receiver shall not be liable for any amount that
is or could be due to an employee by the Debtors including, without limitation, any amount
calculated by reference to any period of employment, service or seniority that precedes the date

of this Order. Nothing in this Order shall derogate from the protections afforded the Receiver by
section 14.06 of the BIA.

15. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver shall disclose personal
information of identifiable individuals to any party to the extent desirable or required to carry out
the provisions of this Order. Each person to whom such personal information is disclosed shall
maintain and protect the privacy of such information and shall limit the use of such information
to a manner which is in all material respects identical to the prior use of such information by the

Debtors, and shall return all other personal information to the Receiver, or ensure that all other
personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

16.  THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession”} of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that the Receiver shall promptly
advise the Ontario Ministry of the Environment of any obvious or known environmental
condition existing on or in any of the Property in accordance with applicable Environmental
Legislation. The Receiver shall not, as a result of this Order or anything done in pursuance of
the Receiver's duties and powers under this Order, be deemed to be in Possession of any of the

Property within the meaning of any Environmental Legislation, unless it in fact takes possession.
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LIMITATION ON THE RECEIVER’S LIABILITY

17.  THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result

of its appointment or the carrying out the provisions of this Order, save and except for any gross

negligence or wilful misconduct on its part.

RECEIVER'S ACCOUNTS

18.  THIS COURT ORDERS that any expenditure or liability which shall properly be made
or incurred by the Receiver, including the fees and disbursements of the Receiver, its agents and
the fees and disbursements of its legal counsel, incurred at the normal rates and charges of the
Receiver and its counsel, shall be allowed to it in passing its accounts and shall form a first
charge on the Property in priority to all security interests, trusts, liems, charges and

encumbrances, statutory or otherwise, in favour of any Person (the "Receiver’s Charge").

19.  THIS COURT ORDERS the Receiver and its legal counsel shall pass their accounts from
time to time, and for this purpose the accounts of the Receiver and their legal counsel are

referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

20.  THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the normal rates and

charges of the Receiver or its counsel, and such amounts shall constitute advances against its

remuneration and disbursements when and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

21.  THIS COURT ORDERS that the Receiver be at liberty and it is hereby empowered to
borrow by way of a revolving credit or otherwise, such monies from time to time as it may
consider necessary or desirable, provided that the outstanding principal amount does not exceed
$250,000 (or such greater amount as this Court may by further Order authorize) at any time, at
such rate or rates of interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of funding the exercise of the powers and duties conferred upon the
Receiver by this Order, including interim expenditures. The whole of the Property shall be and
is hereby charged by way of a fixed and specific charge (the "Receiver's Borrowings Charge") as
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security for the payment of the monies borrowed, together with interest and charges thereon, in
priority to all security interests, trusts, liens, charges and encumbrances, statutory or otherwise,

in favour of any Person, but subordinate in priority to the Receiver’s Charge.

95, THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor any other

security granted by the Receiver in connection with its borrowings under this Order shall be
enforced without leave of this Court.

23 THIS COURT ORDERS that the Receiver may at any time apply for its discharge as

Receiver in the event that the Property is not, in the opinion of the Receiver, likely to be

sufficient to indemnify the Receiver for its remuneration, costs, expenses and liabilities.

24.  THIS COURT ORDERS that the Receiver is at liberty and authorized to issue certificates

substantially in the form annexed as Schedule "B" hereto (the "Receiver’s Certificates") for any
amount borrowed by it pursuant to this Order.

25 THIS COURT ORDERS that the monies from time to time borrowed by the Receiver
pursuant to this Order or any further order of this Court and any and all Receiver’s Certificates

evidencing the same or any part thereof shall rank on a pari passu basis.
SERVICE

26.  THIS COURT ORDERS that the Receiver is at liberty to serve notice of its appointment
as Receiver by placing advertisements regarding such appointment substantially in the form
attached hereto as Schedule “C” in at least two (2) Canadian daily newspapers with national
distribution, and such advertisements shall constitute cffective notice of the appointment of the

Receiver and all Persons shall be deemed, absent evidence to the contrary, 10 have received
notice of the appointment.

27.  THIS COURT ORDERS that, except as otherwise specified herein, the Receiver is at
liberty to serve any notice, form or other document in connection with these proceedings by
forwarding copies by prepaid ordinary mail, courier, personal delivery or electronic transmission
to Persons or other appropriate parties at their respective addresses or other contact particulars as

last indicated in the records of the Debtors and that any such service shall be deemed to be
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received on the date of delivery if by personal delivery or electronic transmission, on the

following business day if delivered by courier, or three business days after mailing if by ordinary
mail.

28.  THIS COURT ORDERS that the Receiver may serve any court materials in these
proceedings (including, without limitation, application records, motion records, facta and orders)
on all represented parties electronically, by e-mailing a PDF or other electronic copy of such
materials (other than any book of authorities) to counsels’ e-mail addresses as recorded on the
service list, and posting a copy of the materials to an internet website to be hosted by KPMG
Management Services LP (the “Website”) as soon as practicable thereafter, provided that the

Receiver shall deliver hard copies of such materials to any party requesting same as soon as
practicable thereafter,

29.  THIS COURT ORDERS that any party in these proceedings (other than the Debtors)
may serve any court materials (including, without limitation, application records, motion records,
facta and orders) electronically, by emailing a PDF or other electronic copy of all materials
(other than any book of authorities) to counsels’ e-mail addresses as recorded on the service list;
provided that such party shall deliver both PDF or other electronic copies and hard copies of full

materials to counsel to the Receiver and to any other party requesting same and the Receiver
shall cause a copy to be posted to the Website, all as soon as practicable thereafter.

30, THIS COURT ORDERS that, unless otherwise provided herein or ordered by this Court,
no document, order or other material need be served on any Person in respect of these

proceedings unless such Person has served a Notice of Appearance on the solicitors for the
Receiver and has filed such notice with this Court.

GENERAL

31.  THIS COURT ORDERS that the Receiver may from time to time apply to this Court for

advice and directions in the discharge of its powers and duties hereunder.

32.  THIS COURT ORDERS that the Receiver shall be entitled to make an assignment in
bankruptcy on behalf of the Debtors, with leave of the Court first being obtained.
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33, THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting
as a trustee in bankruptcy of the Debtors, with leave of the Court first being obtained.

34, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States or elsewhere
to give effect to this Order and to assist the Receiver and its agents in carrying out the terms of
this Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this

Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and
its agents in carrying out the terms of this Order.

35. THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and

empowered to apply to any court, tribunal, regulatory or administrative body, wherever located,

for the recognition of this Order and for assistance in carrying out the terms of this Order.

36. THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days' notice to the Receiver and to any other party

likely to be affected by the order sought or upon such other notice, if any, as this Court may
order.

Qﬁf codlos -

./




HEDGE FUNDS

Fund Name

Portus BancLife Trust — Series 1
Portus BancLife Trust — Series 11
Portus BancNote Trust — Series Il
Portus BancNote Trust — Series 111
Portus BancNote Trust — Series IV
Portus BancNote Trust - Series V
Portus BancNote Trust - Series VI
Portus BancNote Trust — Series Via
Portus BancNote Trust — Series VIIi
Portus BancNote Trust — Series VIIIa
Portus BancNote Trust — Series X
Portus BancNote Trust ~ Series X (a)
Portus BancNote Trust — Series X1
Porius BancNote Trust — Series Xii (a)

Portus Market Neutral Preservation Fuad

SCHEDULE “A”



SCHEDULE "B"

RECEIVER CERTIFICATE
CERTIFICATE NO.

AMOUNT §

1. THIS IS TO CERTIFY that KPMG Inc., the receiver (the "Receiver") of all of the assets,
undertakings and properties of Portus Aliernative Asset Management Inc., Portus Asset
Management Inc. and BancNote Corp. appointed by Order of the Ontario Superior Court of
Justice (the "Court") dated the ___ day of | 2005 (the "Order") made in an application
having Court file number , has received as such Receiver from the holder of this
certificate (the "Lender") the principal sum of § , being part of the total principal

sum of § which the Receiver is authorized to borrow under and pursuant to the
Order.

2. The principal sum evidenced by this certificate is payable on demand by the Lender with
interest thereon calculated and compounded [daily][monthly not in advance on the day
of each month] after the date hereof at a notional rate per annum equal to the rate of per

cent above the prime commercial lending rate of Bank of from time to time.

3, Such principal sum with interest thereon is, by the terms of the Order, together with the
principal sums and interest thereon of all other certificates issued by the Receiver pursuant to the
Order or to any further order of the Court, a charge upon the whole of the Property (as defined in
the Order), in priority to the security interests of any other person, but subject to the priority of
the charges set out in the Order, and the right of the Receiver to indemnify itself out of such
Property in respect of its remuneration and expenses.

4. All sums payable in respect of principal and interest under this certificate are payable at
the main office of the Lender at Toronto, Ontario.

5. Until all Hability in respect of this certificate has been terminated, no certificates creating

charges ranking or purporting to rank in priority to this certificate shall be issued by the Receiver
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to any person other than the holder of this certificate without the prior written consent of the
holder of this certificate.

6. The charge securing this certificate shall operate so as 1o permit the Receiver to deal with

the Property (as defined in the Order) as authorized by the Order and as authorized by any
further or other order of the Court.

7. The Receiver does not undertake, and it is not under any personal liability, to pay any

sum in respect of which it may issue certificates under the terms of the Order.

DATED the day of , 2005,

KPMG Inc., solely in its capacity
as Receiver, and not in its personal capacity

Per:

Name:
Title:
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SCHEDULE “C”

NOTICE

in respect of
Portus Alternative Asset Management Inc., Portus Assef Management Inc.
and BancNote Corp. (collectively, the “Debtors”)

Please be advised that pursuant to the Order of the Honourable Mr. Justice » of the Ontario
Superior Court of Justice (Commercial List) dated March 4, 2005 in Court File No. e (the
“Order”), KPMG Inc. has been appointed as Receiver (the “Receiver”) of all of the Debtors’

assets, undertakings and properties. The appointment of the Receiver was made under Section
129 of the Ontario Securities Act.

A copy of the Order and other information regarding the Receiver’s appointment are available
online at www.e. The Receiver has established a helpline available at ().



PORTUS ALTERNATIVE ASSET MANAGEMENT INC,,
PORTUS ASSET MANAGEMENT INC. and BANCNOTE

ONTARIO SECURITIES nO%—mm—wﬁa e and “ORP.
ain Defendant
Court File No.:
ONTARIO
SUPERIOR COURT OF JUSTICE

Proceeding commenced in Toronto

ORDER

TherntonGroutFinnigan LLP
Barristers and Solicitors
Suite 2200, P.O. Box 329
Royal Trust Tower
Toronto-Dominion Centre
Toronto, Ontario
MS5K 1K7

Grant B. Moffat/Greg Azeff
Law Society No.: 32380L 1D / 45324C
Tel: (416) 304-1616
Fax: (416) 304-1313

Solicitors for KPMG LLP, solely in its capacity
as Receiver, and not in its personal capacity
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Retlremént Savings Plan & Non-RSP Account Application

Plaasa make chagque payable and returm to:
Paradigm Alternative Asset Mancgement Ing.
BCE Place, Sule 2400, 161 Bay Staat
Box 7144, Toronto, Onterie MBJ 251
Tal: 1-AB8-563-4448 Faxi 1.88B-605-4483
INVESTOR INFORMATION
Accouni typer RSP 0 Non-RSP

mvostur Type: Chontvidust ROP B SancsliOommentaw-RON 1 Inghidual—{2 Bamumte « £ Julnt whh Teramts I Common T Joint with Rights of.Sundunrship

Investment: 2 inial vestment T3 Adaitlonal lnvestment [ Withdraw Investment
Source of Funds: ) Cheque [} Transter
Tiie: Ome OMre. LiMs, LiMs. Dp
Semanie First Name/Initial - | Peradigrn Conlract Numiber
Jolnt Account Helders' Neme (for non-RSP ecaounts only} | OR Contributing Spouse’s Nama (for spausal of camman-iaw partner RSP oy} Spouse's Social (nsurance Number
Sreet Address Cily
Provincs Postal Cade Emal! Addrass
Tererhons hame) Telephona (DUsInGSs] ool ncurance Number (mandatry 1 indiviaual |/ Birth Daw (Y/M/D)
Investment of Withdraw Amound (5} Source of Funds (for Inltial ang additional investmentl
investo) Objective: O income [ Growth & Incoma [ Growth
Risk Tolerance: [1 tow O Medum O Hign
Irweskment Time Morizon: O 0-3 Y O 310 Years [J Ovsr 10 Years
Investor Knowledgs: [J Novica O Falr 1 Good [ Exceliem
Net Invastible Assels: 7 30- $100K O 101K - 495K [ $500K-- 3899K ] F1M - 54.99M CI sims+
Inuestor Jnsome: O 0 - 850K I $61-%99k 7] $100K - $199K O 200K - $288K ] s300K+
Household Income: 1 s0- $100K [1 $101-8195K {3 $200K - 259K [ $300K - $359K C1 s400K+
: DEALER INFORMATION
Cealer Name Pagalar Number Deater Adaress
RapresanTetive Name Rep Number Teiepnona No. Fex No Emafl Address

Referrng Advisor Maning Address

SIGNATURE OF INVESTOR
T Co-opurativo Teust Company of Canada (ruslac} (For RSP Acctunly Guly

F harsly wppy for = Paradigrs ARomative Assat Menagemtat Rotrement Savings Pian (he Plan). | fecust that th Trustee apply for sagistraion of the Plen as = rebremnt savings pian unider tho Ineotma Ton A (Canade. | acknmwkilfs
matl?m VAt 3N TR Yo bs bound by th penwisien of the Dsclaration of Trust aad the fact thet income e may b= payabio on any Denef peid out undar the Plan. 1 furthar esimowladgo it 18 2y responshiility fn ansurd fhak | do et

constitala tssa o Tho Plan {hon #y madnum permitied deduetlon Lndor the eppliceble incem b kaws In any \axalon year 1t i3 my rEspepsIRY to ensura That nesumend in “Foreign Propeny” whhia ihe mesnig ol e Bpplicblo
{ex lagishitian far T Plan wil not mndar the Plan Fiabe for bt In respact of excazshva bakdings of "Fareign Propany™.

1, 4he ettty namsad bekow, by execuling ané doiivarng this comeect end providing funds tor hwesment by Famdipm Allomative Assel Mahagemat incs; by epeinl Pagcigm Atemai Accat MenaguRa ine-4p gcias tho pordiotio
marBger of e ASP/MNor-RSP Acceunt 2ng ecnowlede receipt ol, and oceapt, alk of the terms ad conditions of the RSP/MNen-RSP Account Forticlo Monagenent Agrsement, whizh isrms and conditiens 2ra incomyoratad by releracs
bieetin, 5l auas? at 20 Acesunt ba opened for ma. 1 have aies eltier conmuted a fawye bators signing thls contract or freve frody decited ot 10 consuit A lawyor,

{ ropresaat that tho fexageing Is v and comect snd | om logally compaient to skgm His contract and make this lavestment,

dey of » 2004 Signature of Withess
B s <] —
Signaturs of |nvestor ) Signaturs of Join Invastar {f applicable)
For Corporate investors;
e i e
Narno of Corporation . Neme end Tibe of Authorized Dfficar {prnt)
[+3 -
Slgnature of Authorized Officar

PARADIGM ACCEFTANCE

Becontol by Paradign Alrerpslive Astot Managament inc. for Non-RSP acvounts and as authorized Agens for he Trustee for RSP Bccounts. Pargdigm hosoby 2grtes with iTvesir signing Wk GRNTBEE ta 551 35 L irneasior's portiolin
ranags e54ho Mg 4% ot baelo

day of « 2004 By:

a2 White Copy« Pareaigm  Canery Copy - Cilent  Pink Copy - Boalar
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Paradign Alterpaﬁ\}e Asset Management Inc.
RSP/Non-RSP Account Portfolio Management Agreement

Paradigm Alternative Asset Management Inc, (“Paradigm™) has designed this contract to permit an investor to retain Paradigm
to act as the portfolio manager of his or her registered retirement savings plan account with Paradigm, with Co-operative Trust
Company of Canads acting 2s the trustee (2 “registered account™), or non-registered investment account with Paradigm (a “non-

registered accoupt”) (as applicable, the “Account™). This contract is for the use of invesiors who wish to retain Paradigm as
their portfolio manager on or before April 30, 2004,

By accepting this contraci, the Investor gives Paradigm complete discretion to invest all of the assets which the investor
coamributes to the Account. Until Paradipm advises otherwise, Paradigm initially imtends to invest all of the assets in the
Account in a strueture intended to provide you with substantially the sconomic effeet of an investment in BancNote™ Trust —
Series VI (the *“Trust”) with certain tax deferral and capital gains (rather than income) weatment, The tax-sfficicnt derivative
strueture which Paradigm intends to use is expected to involve the purchase of listed non-dividend-paying securities which wilt
constitute “Canadian securities” as defined in subscction 39(6) of the /ncome Tax Aer (Canada) (the “Tax Act”), and the
simultaneons purchase of an option from and the writing of an option to separate counterparties, which may be Canadian ot
non-Canadian entities. The Canadian listed securites so acquired may be pledged by Paradigm on behalf of the Account a8
securiry for any such options. Paradigm does not expect that an Account will have any net income or net reslized capital gains
before funds are withdrawn from the Account or before the expiry date of the optiens. While the value of an Account may
increase, Paradigm expects that the investor will not be taxed on sny accrued but unrealized gains. On the disposition or
deemed disposition of the Canadian securities, as @ result of the exercise of an option, the investor is expected 10 realize a
capital gain to the extent thar the proceeds of disposition exceed the aggregate of the adjusted cost base of the shares in the
Auvcount and any reasonable costs of disposition, one-half of which gain will be included in an investors income, The investor

must, however, have made the election contemplated by section 39(4) of the Tax Act; which election, if made, will be
spplivable ta all Canadian securitien held hy the invector and nat limited 1o those held in the Aceonnt. Investors should consult

their wax advisors for the implications to them of making such election and the manner in which it is to be made and for advice
as to the tax consequences of the Account sruchure,

Tncorporated by reference into this contract is the most recent offering memorandum of the Trust (the “Qfferiug
Memorandum'™), which has been delivered to the Investor with this contract, Because the value of the assets in an Account will
depead upon or relate to the value of the Trust and the investments it will hold, investors should read the Offering
Memorandum carefully before opening an Account. Paradigm is in the process of making a family of investment funds
svailable fo non-institutional investors, in which event it will customize & portfolio of investments for each Account, and
pruvide investors with an offering memorandum rolating to ony additionel inveotment furdo which it may use for this purpose,
Paradigm believes that investors must heve certain pet worth or income levels in order for it to be appropriate to enter into this
contract and open an Account, and for the investments proposed to be made in an Account to be suitable for their overall
portfolio and investment objectives. Accordingly, Paradigm will generally not open an Account for any investor thet does miot
havo individual or household minimum income levels (in Canadian dollars) of fifty thousand dollars annually or have a

minimum net worth of one hundred thousand dollars. Peradigm’ reserves the right to waive these minimums in appropriate
circumsmnces.

The investor must complete the document titled the “Retirement Savings Plan and Non-RSP Accouat Application”, and by
signing that zpplication form the investar is agrecing to the terms and condifions of this contract, and is algo certifying that the
personal and financial information that has been provided in the application is complete and accurate. If at eny time there has
buen a sipnificant chenge in personsl or finaacial circumstances, the investor must inform Paradigm immediately. When the
application form is signed by the investor and accepted by Paradigm, this contract will become 2 binding agreement bem_re_cn
the investor and Paradigm, and Paradigm will estsblish the Account for the investor, If two individusls are opening a joint
Account, any references made in this contract to investors refers to both investors jointly.

Puradigm will be entitled to a management fee equal to 2.25% of the market value of the assets in an Account, accrued weekly
and payable quarterly; and an performance fee equel 1o 18% of the growth in the market value of the assets in the Accouat,
celeulared and accrued weekly and payable quarterly (and provided that there will be no performance fec payable in any week
in which the valus of the Account does not excead 8 “high Water mark”, being the highest previous market value of the assets in
the Account). There are fees and expenses associated with & direct invesmment in the Trust, some or all of which may accrue to
the benefit of Paradigm, and these are described in the Offering Memorandum. To the extent Paradigm receives fees directly or
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. indirectly from the Trust or from any issuer of securities directly or indirectly held by the Trust and which are directly or

jndirectly a referral to the Account, Paradigm will deduct the same amount from the management fee and/or performance fee
otherwise payable from the Account, to ensure that there is no duplication in charges.

If an Account is opened as a result of a referral of the invesior to Paradigm by a siles representstive of a broker, investment
dealer or mutual fund dealer or managing general agent, the dealer or agent whose representative is making such referral will be
entitled to receive s referral fee. This referral fee, which will be peid by Paradigm and not the investor, will be cqual to four
purcent of the amount of the initial Account contribution and will be paid within ten business days afier the date Paradigm
receives the coptribution and oll relevant Account documents, A further referral fee will be payable to the dealer or agent if
aysets remain in the Account. The first of such additional referral fees will be payable on April 30, 2005 and will be payable at
the end of each czlendar quarter thereafter. The amount of this additional referral fee will be equal to the sum of one percent of
the market value of the assets in the Account and one-quarter of all performance fee which Paradigm receives from the Trust,
from any derivative/clone instrument or from investments of the type the Trust is to invest in, which relate to the mvesmments
wade for the Account, from the date of investment 1o April 30, 2005, or in the subsequent calendar quarter, as the case may be.
The dealer or agent receiving the referral fee will be responsible for compensating its representetives in accordance with the
dealer’s or the agent’s policies in this regard. Paradigm may also in its discretion compensate dealers for a portion of their
direct costs of certein sales communications and investor serinars 10 provide educationsl information concerning Paradigm, the
Accounts or investments in general, 10 a maximum of one-half percent of the amount of the initial contribution to the Account.

For example, if an investor invests one thousand dollars in an Account as a result of a referral from a dealer, the dealer will
receive an initial fee from Paradigm of forry dollars. Assuming that from the date the contribution was made into the Account
to April 30, 2008, Peradigm receives a total of ten dollars in performance fee, and the market value of assets remain in the
Account is one thousand and eighty dollars, then Paradigm will on April 30, 2005 make a payment to the dealer of thivieen
dollars and thirty cents, representing the sum of twenty five percent of the performance fee (two dollars and fifty cents) and one
percent of the Acconnt value (ten dollars and eighry cents). In this example, the dealer could also receive up to five dollars of
Teimbursement for its direct costs of the kind referred to abave. Further information concerning these referral fees is set outin
the Disclosure Statement and Client Consent Form which the investor will be provided by Paradigm or by a referring dealer or
agent. Investars will be provided with prior notice of any changes to these referral fees. If a sales representative is employed
by s mutual fund dealer or managing general agent, the investor should be aware that unless & representative is appropriately
registered under applicable provincial securities legislation, it is illegal for the representative to provide the investor with
{nvestment advice as to the investing in or the buying or selling of securities in the Account,

The investor acknowledges that the dealer or agent referring the investor w Paradigm will have no involvernent in the
investment of the investor’s money in the Acconnt, and that the dealer or agent will not have any liability whatscever for, and
will not in any way or for any reason be oblized 1o compensate the investor for, and the investor agrees not 1o be involved m
any litigation against the dealer or agent for, any losses in the Accouat however caused. The referral of the investor o
Paradigm does not constitute (i) sny representation or warranty by the dealer or agent as to the tax effectivencis or 18X
consequences of any derivative structute that Paradigm may adopt in investing the funds in an Account; (i) any
recommendation by the dealer or agent that the investor refain Paradigm as the investor's portfolio mansger; or (iii) any
investmens recommendation with respect to the Trust, the investments that the Trust may make or any alternative investment or
other finds the value of which may determine the value of the Trust’s invostments. Paradigm and the investor each agree that

fhe referring dealer or agent will be entitled to rely on the exclusions from Hiahility set out in this paragraph even though the
dealer or agent is not a party to this coptract.

Investments in an Account are designed to be held for a period of approximetely five years ending Apil 30, 2009 (the
“fmended Term” of the Account). While funds may be withdrawn from an Account on a weekly basis, there may be adverse
gconomic consequences to an early withdrawa) from both registered snd unregistered accounts, and there may be addmona} mx
consequences to a withdrawal from a registered account. Investors should therefore consult their own legal or tax advisers

before withdrawing funds from an Account. Tn general, the ramifications will be similar to redemptions from the Trust, as
described in the Offering Memorandum.Opening and Contributing 1 an Account

The initial contribution to the Account may be made by cheque or bank drafl payable w “Paradigm Alternative Aspel

Manegement in trust”, and should be sent, along with the Retirement Savings Plan and Non-RSP Account Application when
sighed and completed, 1o Paradigm a the address listed below.

I the investor is & corporation, limiled parmership or similar entity, in order o verify the entity’s authoriry to enter §mo the
Account application in 2ccordance with the Proceeds of Crime (Money Laundering) and Terrorist Financing Act, the investor

needs 10 provide Paradigm with additional documents required, including a copy of its wading suthority, and exticles of
jncorporation and by-laws or other constating documents. :
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The right is reserved to accept or reject any clieat, in whole or in part. In particular, Paradigm will not accept an application
from any investor, even those meeting its minimum income or net worth requirements, unless it is of the view that an Account
would be suitshle for the invastor. The decision to accept or reject an application for an Account will be exercised promptly.
I the event, an application is rejected in whole or in part, all or the corresponding porrion of the moneys received with the

contract will be refunded to the investor immediately. The investor will not be accepted as a client unless this contract is
sccompanied by the amount intended as the initial contribution to the Account.

Account Administrarion and Additional Information

Paradigm will be responsible for calculating the value of the Account on a weekly basis and for providing all necessary
administrative survices required for the Account, Any questions concerning the value of any Account, should be directed 1o
Paradigm at the following address, or by telephone and fax at the following numbers:

Paradigm Alternative Asset Management Inc.

BCE Place, 161 Bay Sweet, Suite 2400, P.O. Box 714
Toronte, Ontario, M37J 281

Telophone: 416-368-8145; Fucsimile: 416-368-0365

Additians to an Account

Additions may be made to the Account on the last business day of each week, and will be fnvested in a timely manner after

ruceipt in the types of investments that Paradigm is then maling for the Accounts. The investor is responsible for ensuring that
any additions to a regristered account are within the investor’s contribution limits.

Withdrawals from an Account

Tivestors are enfitled 1o require Paradipm to release all or any part of invested funds, less the amount to be retained by
Paradigm for mansgement fee and performance fee earned but not yet paid, on the last business day of sach week, if the request
is made by 9:30 a.m. (Toronto Time) on the last business day of the week. On receipt of a request for 2 withdrawal, Paradigm
will liquidate (through sale or termination and settlement, as appropriate) all or the appropriate portion of the Trust, the
derivative/clone instrament or other securities held in the Account as soon as reasonably practicable, deducted any management
fee and performance fec owing, and then the remaining proceeds are paid to the investor. Investors should be aware that there
may be withdrawal fees or other costs associated with liquidating securities of the Trust, or any derivative/clone instrument or
other securities held in the Account. If the terms of such securities do not then permit their redemption or exercise, Paradipm
will use jts reasonsble best efforts to find a purchaser or otherwise make a market in such securities, so as to permit the
requested withdrawal to be completed, There can, however, be no assurances thet Paradigm will always be successful in this
regand. I an investor chooses to require Paradigm to release all ar any part of invested funds, less the amount to be retained by
Paradigm for management fee and performance fee earned but not yet paid, prior to the end of the Intended Term of the
Account, the investor will receive a market price which is not necessary equal to or greater than the original investment amount
and which does not necessarily reflect any increase in the net asset value of the Trust up to the dare of such withdrawal.

Standard of Care and Limitation of Liability

Paradigm agrees 10 exercise its powers and discharge the duties of its office in relation to an Account honestly, in good faith
and in the best interests of the investor and, in acting for the investor, will exercise the care, diligence and skill of a prudent
portolio manager, Paradigm agrees to be responsible for any losses suffered as a result of any breach by it of this standard of
care. The investor understands and agrees that Paradigm will not otherwise have any liability w the investor whatsoever, Tn
particular, but without any limitation of this general statement of responsibilities, Paradigr will not be liable-to the investor for

any losses in any Account unless such Josses arise as a result of Paradigm failing to 2ct in sccordance with its standard of care
sut gut above,

Paradigm agrees to act on a basis, wh;ic}a is fair snd reasonable to 21l of its clients in the recommendation and qxecution of soy
particuler investment opportunity, snd will be protected in taking for its own account, directly, or recommen@mg oF executing
fur others, any particular invesiment opportumity. Paradigm will scnd the investor & copy of its policy with respect to the

allocation of investment opportunities among its clients, and of its policies with respect to related and connected issuers, once
this contract is signed.
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Risk Considerations

Investors should carefully consider whether their financial condition permits the opening of an Account. Investors should be
aware that an investment, ditect ar indirect, in alternative assets such as the Trust can lead 1o losses. Such losses will affect the
value of the Account. The value of the Account iselpted directly 1o the merket value of the investmenss held in the Account,
which may fluctuate depending on worldwide changes in interest rates and other market and economic conditions. Therefore,

investors should carefully consider whether such-investments are sultable in light of their financial condition. Investors should
consider the following risk factors before opening an Account,

While Paradigm will invest funds in an Account in a timely manner after receipt, the terms of the Trust or other assets that the
Account is o hold may not permit, or it ‘may otherwise not be practical to underiake, the immediate investmem of such funds,
and investors will not be entitled tw the benefits of, or exposed to any losses of, the Trust or such other assets until acquired for
the Account. An Account is not intended as a complete jnvestment program. Investors shonld consider opening an Account
only if they are financially able to maintain their investment and can bear the risk of loss associated with it. Investors should

review closely the investment objectives and investment swategies proposcd to be urilized in their Account as outtined in this
contract wo familiarize themselves with these risks,

There can be no guarantee against losses and there can be no assurance that this investment approach to be used for the Accoumt
will be successful. An Account could realive substantial Josses, rather then gains, from some or all of the investments deseribed
in this contract. Legal, tax or administrarive changes that oceur during the Intended Term of an Account could have an adverse
effect on the value of the Account. Paradigm does not provide the investor with tax advice as to the mcome tax consequences
of the inVestments to be made in the Account, There may be withdrawal fees payable if an Investor withdraws finds from an
Account prior 1o the end of the Intended Term and the value of the assers in the Account at the time of such early withdrawal
muy be significantly less than if such assets were held 1 the end of the Intended Term. As a result, an investor could sulfer

substantial losses on an early withdrawal, including any early withdrawal resulting from a terminarion of this contract by
Paradigm.

This brief starement cannot disclose all the risks and other significant aspects of opening an Account. The investor should

therefore carefully, study this confract, the risk disclosure in the Offering Memorandum of the Trust and consult with their
finencial advisor before applying 1o open an Account.

General Legal Matters

Unitil this contract is terrainated, it will continue to be enforceable by, and will continue to be binding on, the parties’ respective
heirs, successors, assigns, executors, administrators and trustees. This contract may be agsigned by Paradigm at any time,
subject o complience with spplicable securities laws. If Paradigm does not exerciso all of its rights and powers under this
coatract, it will not have waived or lost the ability to enforce any of those rights or powers at another time, If, for any reason,
any part of this contract is legally invalid or wnenforceable, the rest of the contract will remain valid and enforceable. This
conwact represents the entire agreement relating 1o the appointment of Paradigm as the investor's portfolic menager and there

arv: no other agreements, Warranties or representations, whether in writing or oral, govemning this relationship, other than the
application form and related materials for registored or non-registered accounts.

This contract shall continue in effect until terminated by either Paradigm or the investor at any time by giving the other party
not less than 30 days’ written notice of such intention to terminate. The consequences of any request for termination shall be
the same as'if' the investor had requested a withdrawal of all of the funds held in his or her Account.

If the investor is & resident of Quebec, the parties hereto confirm their express wish that this agreement and all documents and
agreements divectly or indirectly relating hereto be drawn up in the English language. Les parties reconnaissent lenr volonté

expresse que la présente ainsi que tous les documents e contrats s°y ranachant directmente o indirectmente soient tédigés en
anglais,

If you, the investor, accept and agree to all of the terms and conditions of this contract, and wish an Account to be opened for
you, please sign the document labelled the “Retirement Savings Plan and Non-RSP Account Application™
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