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HEARING DATES: December 20 and 21, 2011

PERELL, J.
REASONS FOR DECISION

A INTRODUCTION

[1} This is a carriage motion under the Class Proceedings Act, 1992, 8.0. 1992, c.
6. In this particular carriage motion, four law firms are rivals for the carriage of a class
action against Sino-Forest Corporation, There are currently four proposed Ontario class

2012 ONSC 24 {CanLil)
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announced during the reply argument of the second day of the carriage motion, and
nothing was discussed about his background other than he is similar to Mr. Smith in
being an individual investor. He was introduced to address a possible Ragoonanan
problem in Smith v. Sino-Forest; namely, the absence of a plaintiff who purchased in
the primary market, of which alleged problem I will have more 1o say about below.

Labourers v. Sing-Forest

112] In Labourers v. Sino-Forest, the proposed representative plaintiffs are: David
Grant, Robert Wong, The Trustees of the Labourers’ Pension Fund of Central and
Fastern Canada (“Labourers’ Fund”), the Trustees of the International Union of
Operating Engineers Local 793 Pension Plan for Operating Engineers in Ontario
(“Operating Engineers Fund”), and Sjunde AP-Fonden.

[113] David Grant is a resident of Alberta. On October 21, 2010, he purchased 100
Guaranteed Senior Notes of Sino-Forest at a price of $101.50 (8U.8.), which he
continues to hold.

[114] Robert Wong, a resident of Ontario, is an clectrical engineer. He was born in
China, and in addition to speaking English, he speaks fluent Cantonese. He was 2
substantial shareholder of Sino-Forest from July 2002 to June 2011. Before making his
investment, he reviewed Sino-Forest’s Core Documents, and he also made his own
investigations, including visiting Sino-Forest’s plantations in China in 2005, where he
met a Sino-Forest vice-president.

[115] Mr. Wong’s investment in Sino-Forest comprised much of his net worth. In
September 2008, he owned 1.4 million Sino-Forest shares with a value of approximately
$26.1 million. He purchased more shares in the December 2009 prospectus offering.
Around the end of May 2011, he owned 518,700 shares, which, after the publication of
the Muddy Waters Report, he sold on June 3, 2011 and June 10, 2011, for $2.8 million.

[116] The Labourers’ Fund is a multi-employer pension fund for employees in the
construction industry. It is registered with the Financial Services Commission in
Ontario and has 52,100 members in Ontario, New Brunswick, Nova Scotia, Prince
Edward Island, and Newfoundland and Labrador. It is a long-time client of Koskie
Minsky.

[117] Labourers’ Fund manages more than $2.5 billion in assets. It has a fiduciary and
statutory responsibility to invest pension monies on behalf of thousands of employees
and pensioners in Ontario and in other provinces.

[118] Labourer’s Fund acted as representative plaintiff in a U.S. class actions against
Fortis, Pitney Bowes Inc., Synovus Financial Corp., and Medea Health Solutions, Ine.
Those actions involved allegations of misrepresentation in the statements and filings of

public issuers.
[119] The Labourers’ Fund purchased Sino-Forest shares on the TSX during the class

period, including 32,300 shares in a trade placed by Credit Suisse under a prospectus.
Most of its purchases of Sino-Forest shares were made in the secondary market,

2012 ONSC 24 (CanlLll)



19

[120] On Jupe I, 2011, the Labourers’ Fund held a total of 128,700 Sino-Forest shares
with a market value of $2.3 million, and it also had an interest in pooled funds that had
$1.4 million invested in Sino-Forest shares. On June 2 and 3, 2011, the Labourers” Fund
sold its holdings in Sino-Forest for a net recovery of $695,993.96. By June 30, 2011, the
value of the Sino-Forest shares in the pooled funds was $291,811.

[121] The Operating Engineers Fund is a multi-employer pension fund for employed
operating engineers and apprentices in the construction industry. It is registered with the
Financial Services Commission in Ontario, and it has 20,867 members. It is a long-time
client of Koskie Minsky.

[122} The Operating Engineers Fund manages $1.5 billion in assets. It has a fiduciary
and statutory responsibility to invest pension monies on behalf of thousands of
employees and pensions in Ontario and in other provinces.

[123] The Operating Enginecrs Fund acquired shares of Sino-Forest on the TSX
during the class period. The Operating Engineers Fund invested in Sino-Forest shares
through four asset managets of a segregated fund. One of the managers purchased
42,000 Sino-Forest shares between February 1, 2011, and May 24, 2011, which had a
market value of $764,820 at the close of trading on June 1, 2011. These shares were
sold on June 21, 2011 for net $77,170.80. Another manager purchased 181,700 Sino-
Forest shares between January 20, 2011 and June 1, 2011, which had a market value of
$3.3 million at the close of trading on June 1, 2011, These shares were sold and the
Operating Engineers Fund recovered $1.5 million. Another asset manager purchased
100,400 Sino-Forest shares between July 5, 2007 and May 26, 2011, which had a
market value of $1.8 million at the close of trading on June 1, 2011. Many of these
shares were sold in July and August, 2011, but the Operating Engineers Fund continues
to hold approximately 37,350 shares. Between June 15, 2007 and June 9, 2011, the
Operating Engineers Fund also purchased units of a pooled fund managed by TD that
held Sino-Forest shares, and it continues to hold these units. The Operating Engineers
Fund has incurred losses in excess of $5 million with respect to its investment in Sino-
Forest shares.

[124] Sjunde AP-Fonden is the Swedish Nation Pension Fund, and part of Sweden’s
national pension system. It manages $15.3 billion in assets. It has acted as lead plaintiff
in a large securities class action and a large stockholder class action in the United States.

[125] In addition to retaining Koskie Minsky and Siskinds, Sjunde AP-Fonden also
retained the American law firm Kessler Topaz to provide assistance, if necessary, to
Koskie Minsky and Siskinds.

[126] Sjunde AP-Fonden purchased Sino-Forest shares on the TSX from outside
Canada between April 2010 and January 2011. It was holding 139,398 shares with a

value of $2.5 million at the close of trading on TJune 1, 2011. It sold 43,095 shares for

$188,829.36 in August 2011 and holds 93,303 shares.

[127] Sjunde AP-Fonden is prepared to be representative plaintiff for a sub-class of
non-Canadian purchasers of Sino-Forest shares who purchased shares in Canada from

outside of Canada.

2012 ONSC 24 (CanLll)
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Court File No.: CV-11-431153-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:
THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND EASTERN
CANADA, THE TRUSTEES OF THE INTERWNATIONAL UNION OF OPERATING
ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING ENGINEERS IN ONTARIO,
SJUNDE AP-FONDEN, DAVID GRANT and ROBERT WONG
Plaintiffs

-and -

FRNST & YOUNG LLP, BDO LIMITED (formerly known

as BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W. JUDSON MARTIN, KAIKIT
POON, DAVID J. HORSLEY, WILLIAM E. ARDELL, JAMES P. BOWLAND, JAMES M.E.
HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J. WEST, POYRY
(BEIING) CONSULTING COMPANY LIMITED, CREDIT SUISSE SECURITIES

{CANADA), INC., TD SECURITIES INC., DUNDEE SECURITIES CORPORATION, RBC
INE., CIBC WORLD MARKETS INC,,

DOMINION SECURITIES INC,, SCOTIA CAPITAL
MERRILL LYNCH CANADA INC., CANACCORD FINANCIAL LTD., MAISON
PLACEMENTS CANADA INC., CREDIT SUISSE SECURITIES {USAY LLC and MERRILL
LYNCH, PIERCE, FENNER & SMITH INCORPORATED (successor by merger to Banc of

America Securities LLC)

SINO-FOREST CORPORATION,

Defendants

Proceeding under the Class Proceedings Act, 1992
FRESH AS AMENDED STATEMENT OF CLAIM
(NOTICE OF ACTION ISSUED JULY 20, 2011)
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“Ardell” means the defendant William E., Ardell;

“Banc of America” means the defendant Merrill Lynch, Pierce, Fenner & Smith

Incorporated;

f‘BDO” means the defendant BDO Limited;

“Bowland” means the defendant James P. Bowlarid;

“BVI” means British Virgin Islands;

“Canaccord” means the defendant Canaccord Financial Ltd.;

“CBCA” means the Canada Business Corporations Act, RSC 1985, ¢. C-44, as

amended;

“Chan” means the defendant Allen T.Y. Chan also known as “Tak Yuen Chan”;
“CTBC” means the defendant CIBC World Markets Inc.;
“CJA” means the Ontario Courts of Justice Act, RSO 1990, ¢ C-43, as amended;

“Class” and “Class Members” all persons and entities, wherever they may reside
who acquired Sino’s Securities during the Class Period by distribution in
Canada or on the Toronto Stock Exchange ot other secondary market in Canada,
which includes securities acquired over-the-counter, and all persons and entities
who acquired Sino’s Securities during the Class Period who are resident of
Canada or were resident of Canada at the time of acquisition and who acquired

Sino’s Securities outside of Canada, except the Excluded Persons;

“Class Period” means the period from and including March 19, 2007 to and
including June 2, 2011;

“Code” means Sino’s Code of Business Conduct;

«cp4” means the Ontario Class Proceedings Act, 1992, SO 1992, ¢ 6, as

amended;



(xx)

)

(zz)
(aaa)

(bbb)

(cec)

(ddd)

(eee)

(fH)

(222)

“Poyry” means the defendant, Poyry (Beijing) Consulting Company Limited;
“PRC” means the People’s Republic of China;

“Representation” means the statement that Sino’s financial statements complied

with GAAP;
“RBC” means the defendant RBC Dominion Securities Inc.;
“Seotia” means the defendant Scotia Capital Inc.;

“Second Report” means the Sccond Interim Report of the IC, as that term is

defined in paragraph 10 hereof;

“Securities” means Sino’s common shares, notes or other securities, as defined in

the OS4;

“Securities Legislation” means, collectively, the OSA, the Securities Act, RSA
2000, ¢ S-4, as amended; the Securities Act, RSBC 1996, ¢ 418, as amended; the
Securities Act, CCSM ¢ S50, as amended; the Securities Act, SNB 2004, ¢ S-5.5,
as amended; the Securities Act, RSNL 1990, ¢ S-13, as amended; the Securities
Act, SN'WT 2008, ¢ 10, as amended; the Securities Act, RSNS 1989, ¢ 418, as
amended; the Securities Act, S Nu 2008, ¢ 12, as amended; the Securities Act,
RSPEI 1988, ¢ S-3.1, as amended; the Securities Act, RSQ ¢ V-1.1, as amended;
the Securities Act, 1988, SS 1988-89, ¢ S-42.2, as amended; and the Securities
Aet, SY 2007, ¢ 16, as amended;

“SEDAR” means the system for electronic document analysis and retrieval of the

Canadian Securities Administrators;

“Sino” means, as the context requires, either the defendant Sino-Forest

Corporation, or Sino-Forest Corporation and its affiliates and subsidiaries,

collectively;

“TD” means the defendant TD Securities Inc.;
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
) MONDAY, THE 14th
JUSTICE MORAWETZ ) DAY OF MAY, 2012

N THE MATTER OF THE COMPANIES' CREDI TORS
ARRANGEMENT ACT, R.S.C. 1985, ¢c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE AND
ARRANGEMENT OF SINO-FOREST CORPORATION

CLAIMS PROCEDURE ORDER

THIS MOTION, made by Sino-Forest Corporation (the "Applicant”) for an order
establishing a claims procedure for the identification and determination of certain claims was

heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Applicant's Notice of Motion, the affidavit of W. Judson Martin
sworn on May 2, 2012, the Second Report of FTI Consulting Canada Inc. (the "Monitor"} dated
April 30, 2012 (the "Monitor's Second Report") and the Supplemental Report to the Monitor’s
Second Report dated May 12, 2012 (the “Supplemental Report”), and on hearing the submissions
of counsel for the Applicant, the Applicant's directors, the Monitor, the ad koc committee of
Noteholders (the "Ad Hoe Noteholders™), and those other parties present, no one appearing for
the other parties served with the Applicant's Motion Record, although duly served as appears
from the affidavit of service, filed: '

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion, the Motion
Record, the Monitor's Second Report and the Supplemental Report is heréby abridged and
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Notes. The Monitor may disregard any Proofs of Claim filed by any individual Noteholder
claiming the debt evidenced by the Notes, and such Proofs of Claim shall be ineffective for all
purposes. The proccss for determining each individual Noteholder's Claim for voting and
distribution purposes with respect to the Plan and the process for voting on the Plan by
Noteholders will be established by further order of the Court.

27.  THIS COURT ORDERS that the Ontario Plaintiffs are, collectively, authorized to file, on
or before the Claims Bar Date, one Proof of Claim and, if applicable, one D&O Proof of Claim,
in respect of the substance of the matters set out in the Ontario Class Action, notwithstanding
that leave to make a secondary niarket liability claim has not be granted and that the National
Class has not yet been certified, and that members of the National Class may rely on the one
Proof of Claim and/or one D&O Proof of Claim filed by the counsel for the Ontario Plaintiffs
and are not required to file individual Proofs of Claim or D&O Preofs of Claim in respect of the

Claims forming the subject matter of the Ontario Class Action.

28, THIS COURT ORDERS that the Quebec Plaintiffs are, collectively, authorized to file, on
or before the Claims Bar Date, one Proof of Claim and, if applicable, one D&O Proof of Claim,
in respect of the substance of the matters set out in the Quebec Class Action, notwithstanding
that leave to make a secondary market Jiability claim has not be granted and that the Quebec
Class has not yet been certified, and that members of the Quebec Class may rely on the one
Proof of Claim and/or one D&O Proof of Claim filed by the counsel for the Quebec Plaintiffs
and are not required to file individual Proofs of Claim or D&O Proofs of Claim in respect of the

Claims forming the subject matter of the Quebec Class Action.
REVIEW OF PROOFS OF CLAIM

99,  THIS COURT ORDERS that any Claimant filing a Proof of Claim, D&O Proof of Claim
or D&O Indernnity Proof of Claim shall clearly mark as "Confidential" any documents or
portions thereof that that Person believes should be treated as confidential.

30. THIS COURT ORDERS that with respect to documents or portions thereof that are
marked “Confidential”, the following shall apply:
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This is Exhibit “EE” mentioned and
referred to in the affidavit of Charles
Wright, sworn before me in the City
of Toronto, in the Province of
Ontario, this—+ot January,
2013 ‘

A Commissioner, efc.

786
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Ontario Commission des P.0. Box 55, 19" Floor CP 65, 19e étage
Securities valeurs mobiliéres 20 Queen Strest West 20, rue quean ouest
Commission  de I'Ontario Toronto ON MaH 388 Toronto ON M5H 358

Ontarlo

IN THE MATTER OF THE SECURITIES ACT,
R.S.0. 1990, c. 8.5, AS AMENDED

- AND -

IN THE MATTER OF
SINO-FOREST CORPORATION, ALLEN CHAN, ALBERT IP, ALFRED
C.T. HUNG, GEORGE HO, SIMON YEUNG and DAVID HORSLEY

STATEMENT OF ALLEGATIONS

Purther to a Notice of Hearing dated May 22, 2012, Staff (“Staff*) of the Ontario Secutities

Commission (the “Commission”) make the following allegations:

PART L OVERVIEW AND SUMMARY OF ALLEGATIONS

A, Sino-Forest

1. Sino-Forest Corporation (“Sino-Forest” or the “Company™)’ is a reporting issuer in the
province of Ontario as that term is defined in subsection 1(1) of the Securities Act, R.S.0. 1990,
¢. 8.5, as amended (the "Act"). Until recently, the common shares of Sino-Forest were listed on

the Toronto Stock Exchange (“TSX").

2, Sino-Forest purportedly engaged primarily in the purchase and sale of Standing Timber
in the People’s Republic of China (the “ PR ).

t Sino-Forest or the Company includes al! of Sino-Forest’s subsidiaries and companies that it controls as set out in

its public disclosure record and as the context within this Statement of Allegations requires.
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3. From February of 2003 until October of 2010, Sino-Forest raised approximately $3.0
billion (US)* in cash from the issuance of equity and debt securities to investors (the

“Investors™y .

4, From June 30, 2006 to March 31, 2011, Sino-Forest’s share price grew from $5.75 (Can)
to $25.30 (Can), an increase of 340%.% By March 31, 2011 Sino-Forest’s market capitalization

was well over $6 billion,

5. In early June of 2011, the share price of Sino-Forest plummeted after a private analyst

made allegations of fraud against Sino-Forest.

6. On November 15, 2011, Sino-Forest announced that it was deferring the release of its
interim financial report for the third quarter of 2011 Sino-Forest has never filed this interim

financial report with the Commission.

7. On January 10, 2012, Sino-Forest issued a news release cautioning that its historic

financial statements and related audit reports should not be relied upon.

8. Sino-Forest was required to file its 2011 audited annual financial statements with the
Commission by March 30, 2012. That very day, Sino-Forest initiated proceedings in front of
the Superior Court of Justice (Ontario) requesting protection from its creditors. Sino-Forest has
never filed its 2011 audited annual financial statements with the Commission.

9. On April 4, 2012, the auditors of Sino-Forest resigned.

10.  On May 9, 2012, the TSX delisted the shares of Sino-Forest,

2 Unless otherwise stated, all amounts presented in this Statement of Allegations and the attached Schedules are in
tnited Staies Dollars,

3 The Glossary attached as Scheduie A contains a list of certain of the defined terms used in the Statement of
Aliegations and the paragraph where they are located within the Statement of Allegations.

4 Attached as Schedule B is selected data from its audited annual financial statements for 2005 to 2010,

5 The financial year end of Sino-Forest is December 31.
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11.  As set out below, Sino-Forest and its former senior executives, including Allen Chan
(“Chan”), Albert Ip (“Ip™), Alfred C.T. Hung (“Hung"), George Ho (“Ho") and Simon Yeung
(“Yeung”), engaged in a complex fraudulent scheme to inflaie the assets and revenue of Sino-
Forest and made materially misieading statements in Sino-Forest’s public disclosure record

related to its primary business.

12.  Chan, former Chairman of the Board and Chief Executive Officer (“CEO”) of Sino-
Forest until August 28, 2011, also committed fraud in relation to Sino-Forest’s purchase of a
controlling interest in a company now known as Greenheart Group Limited (“Greenheart”). By
concealing Chan’s substantial interest in this transaction, Chan and Sino-Forest made materially

misleading statements in Sino-Forest’s public disclosure record,

13. Chan, Ip, Hung, Ho and Yeung (together, “Overseas Management”) all materially misled

Staff during the investigation of this matter.

14.  David Horsley (“Horsley™), former Senior Vice President and Chief Financial Officer
(“CFO”) of Sino-Forest, did not comply with Ontario securities law and acted confrary to the

public interest.

B. The Standing Timber Fraud

15.  From June 30, 2006 until January 11, 2012.(the “Materia! Time”), Sino-Forest and
Overseas Management engaged in numerous deceitful and dishonest courses of conduct (the
«Standing Timber Fraud”) that ultimately caused the assets and revenue derived from the
purchase and sale of Standing Timber (that constituted the majority of Sino-Forest’s business) to
be fraudulently overstated, putting the pecuniary interests of Investors at risk contrary to Ontario

securities law and contrary to the public interest.

16.  The Standing Timber Fraud was primarily comprised of three elements:

i) Sino-Forest dishonestly concealed its control over Suppliers, Als and other
nominee companies in the BVI Network. Sino-Forest established a
colection of “nominee”/“peripheral” companies that were controlled, on
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its behalf, by various “caretakers”® Sino-Forest conducted a significant
level of its business with these companies, the true economic substance of
which was misstated in Sino-Forest’s financial disclosure;

i) Sino-Forest falsified the evidence of ownership for the vast majority of its
timber holdings by engaging in a deceitful documentation process. This
dishonest process included the fraudulent creation of deceitful Purchase
Contracts and Sales Contracts, including key attachments and other
supplemental documentation. Sino-Forest then relied upon these
documents to evidence the purported purchase, ownership and sale of
Standing Timbet in the BVI Model; and

fii)  Sino-Forest dishonestly concealed internal control weaknesses/failures
that obscured the true nature of transactions conducted within the BVI
Network and prevented the detection of the deceitful documentation
process. Sino-Forest’s statements in its public disclosure record regarding
the extent of its internal control weaknesses were wholly inadequate and
misleading.
17.  Each of the above dishonest and deceitful courses of conduct by Sino-Forest and
Overseas Management put the pecuniary interests of Investors at risk, constituting fraud.
Together, these courses of conduct made the public disclosure record of Sino-Forest so

misleading that it was fraudulent.

18.  As set out in paragraph 47, the vast majority of the Sino-Forest’s Standing Timber assets
were held in the BVI Model. The available underlying documentation for these Standing Timber
assets did not provide sufficient evidence of legal ownership of these assets. As of this date,
Sino-Forest has not been able to confirm full legal ownership of the Standing Timber assets that

it claims to hold in the BVI Model.

19.  During the Material Time, Sino-Forest’s auditors were not made aware of Sino-Forest’s
systematic practice of creating deceitful Purchase Contracts and Sales Contracts, including key

attachments to these contracts.

20.  The following are four illustrative examples of the fraudulent courses of conduct that

Sino-Forest and Overseas Management perpetrated within the Standing Timber Fraud. These

¢ These “nominee”/“peripheral” companies and “caretakers™ are described in greater detail in paragraph 57,
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four examples, described in detail below, illustrate how Sino-Forest and Overseas Management
materially inflated assets and revenue in Sino-Forest’s public disclosure record:

i) the Dacheng Fraud;

i) the 450,000 Fraud;

iiy  Gengma Fraud #1; and

iv)  Gengma Fraud #2.

51.  Schedule C illusirates the primary elements of the Standing T imber Fraud as introduced
in paragraph 16 and the fraudulently overstated revenue arising from the four illustrative

examples introduced in the previous paragraph.

22.  The allegations regarding the Standing Timber Fraud are set out in paragraphs 53 to 119

below.
C. Materiaily Misleading Statements Related to the Standing Timber Fraud

23.  Given the three elements of the Standing Timber Fraud introduced in paragraph 16, the
public disclosure record of Sino-Forest required by Ontario securities law was materially

misleading, contrary to Ontario securities law and contrary to the public interest.

24.  The assets and revenue recorded as a result of the Standing Timber Fraud caused Sino-
Forest’s public disclosure record, including its audited annual financial statements, annual
information forms (“AlFs”) and management’s discussion and analysis (“MD&A”), to be

materially misleading during the Material Time.

25, Sino-Forest’s statements in its public disclosure, including its AlFs and its MD&A filed
with the Commission during the Material Time, regarding the extent of its internal control

weaknesses and deficiencies were wholly inadequate and misleading.

26.  The allegations regarding these materially misteading statements related to the Standing

Timber Fraud are set out in paragraphs 120 to 141 below.
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Theé Greenheart Transaction - Fraud by Chan and Materially Misleading
Statements by Chan and Sino-Forest

In 2010, following a complex series of transactions, Sino-Forest completed the purchase

of a controlling interest in Greenheart, a public company listed on the Hong Kong Stock

Exchange (the “Greenheart Transaction”). Greenheart holds natural forest concessions, mostly

in Suriname.

28,

Chan secretly controlled companies that received over $22 million as a result of the

purchase by Sino-Forest of this controlling interest in Greenheart. The Greenheart Transaction

- was significant to Sino-Forest’s business and cost the Company approximately $120 million.

29.

Chan fraudulently concealed his involvement in the Greenheart Transaction and the

substantial benefit he secretly received. Chan and Sino-Forest misied the public through Sino-

Forest’s continuous disclosure. Chan falsely certified the accuracy of Sino-Forest’s AlFs for

2008, 2009 and 2010 as these documents did not disclose his interest in the Greenheart

Transaction.

30.

Chan’s course of conduct relating to the Greenheart Transaction constituted fraud and the

making of misleading statements, contrary to Ontario securities Jaw and contrary to the public

interest. Chan and Sino-Forest made materially misleading statements related to the Greenheart

Transaction, contrary to Ontario securities law and contrary to the public interest.

31

The allegations regarding fraud and materially misleading statements related to the

Greenheart Transaction are set out in paragraphs 142 to 154 below,

E.

32,

Overseas Management of Sino-Forest Misled Staff during the Investigation

During the investigation by Staff, numerous members of Sino-Forest’s management were

interviewed by Staff. Overseas Management materially misted Staff in their interviews, contrary

to Ontario securities law and contrary to the public interest.
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33.  The allegations that Overseas Management materially misled Staff are set out in

paragraphs 155 to 167 below,
PART IL THE RESPONDENTS

34,  Sino-Forest is a Canadian company with its principal executive office located in Hong

Kong and its registered office located in Mississauga, Ontatio.

35, During the Material Time, as set out above, Chan was Chairman of the Board of

Directors and CEO of Sino-Forest.

36.  During the Material Time, Ip was Senior Vice President, Development and Operations

North-east and South-west China of Sino-Forest.

37. During the Material Time, Hung was Vice-President, Corporate Planning and Banking of

Sino-Forest.

38.  During the Material Time, Ho was Vice-President, Finance (China) of Sino-Forest.

39,  During the Material Time, Yeung was Vice President - Operation within the Operation
[Project Management group of Sino-Panel (Asia) Inc. (“Sino-Panel”), a subsidiary of Sino-
Forest,

40.  During the Material Time, Horsley was Senior Vice President and CFO of Sino-Forest,

PARTIII. STANDING TIMBER - THE PRIMARY BUSINESS OF SINO-FOREST
A. Introduction

41, In its AIF for 2010, Sino-Forest stated that its operations were comprised of two core

business segments which it titled «Wood Fibre Operations” and “Manufacturing and Other
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Operations”. Wood Fibre Operations had two subcomponents entitled “Plantation Fibre” and

“Trading of Wood Logs”.

42.  According to Sino-Forest, the Plantation Fibre subcomponent of its business was derived
from the purported acquisition, cultivation and sale of either “standing timber” or “logs” in the
PRC. For the purpose of this Statement of Allegations, the Plantation Fibre subcomponent of
Sino-Forest’s business will be referred to as “Standing Timber” as most, if not all, of the revenue

from the sale of Plantation Fibre was derived from the sale of “standing timber”.
B. Standing Timber - Sino-Forest’s Main Source of Revenue

43. From 2007 to 2010, Sino-Forest reported  Standing Timber revenue totalling
approximately $3.56 billion, representing about 75% of its total revenue of $4.77 billion. T he
following table provides a summary of Sino-Forest’s stated revenue for the period from 2007 to

2010 and illustrates the importance of the revenue derived from the sale of Standing Timber:

3 (millions)
2007 2008 2009 2010  Total

Plantation Fibre (defined as Standing ~ 521.3 685.4 9542 1,401.2 3,562.3
Timber herein)

Trading of Wood Logs 1540 1535 2378 454.0 999.4
Wood Fibre Operations 675.5 838.9 11921 18552 4,561.7
Manufacturing and Other Operations 384 57.1 46.1 68.3 209.9
Total Revenue 713.9 896.0 12382 1,923.5 4,771.6
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C. The BVI and WFOE Models - Revenue and Holdings

44.  Standing Timber was purchased, held and sold by Sino-Forest in two distinct legal
structures or models: the “BVI Model” and the “WEOE Model”.

45. In the BVI Model, Sino-Forest’s purchases and sales of Standing Timber in the PRC
were conducted using wholly owned subsidiaries of Sino-Forest incorporated in the British
Virgin Islands (the “BVI Subs®). The BVI Subs purported to enter into written purchase
contracts (“Purchase Contracts”) with suppliers in the PRC (“Suppliers”) and then purported to
enter into written sales contracts (“Sales Contracts”) with customers called “authorized

intermediaries” in the PRC (“Als”).

46. In the WFOE Model, Sino-Forest used subsidiaries incorporated in the PRC called
Wholly Foreign Owned Enterprises (“WFOEs”) to acquire, cultivate and sell the Standing
Timber. The Sino-Forest WFOEs also entered into Purchase Contracts and Sales Contracts with

other parties in the PRC.

47. At December 31, 2010, Sino-Forest reported total timber holdings of $3.1 billion
comprising 799,700 hectares. About $2.5 billion or approximately 80% of the total timber
holdings (by value) was held in the BVI Model, comprising approximately 467,000 hectares of
Standing Timber. The WFOE Model purportedly held approximately 97,000 hectares of
Standing Timber valued at $295.6 million or approximately 10% of the total timber holdings (by
valug). The timber holdings in the BVI Model and the WFOE Model comptised approximately
90% of the total timber holdings (by value) of Sino-Forest as at December 31, 2010

48.  The cash-flows associated with the purchase and sale of Standing Timber executed in the
BVI Model took place “off-book” pursuant to a payables/receivables offsetting arrangement (the
“Offsetting Arrangement”’), whereby the BVI Subs would not directly receive the proceeds on
the sale of Standing Timber from the purchasing AL Rather, Sino-Forest disclosed that it would
direct the Al that purchased the timber to pay the sales proceeds to a new Supplier in order to
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buy additional Standing Timber. Consequently, Sino-Forest also did not make payment directly

to Suppliers for purchases of Standing Timber.

49.  Sino-Forest did not possess the bank records to confirm that these “off-book” cash-flows
in the Offsetting Arrangement actually took place. This lack of transparency within the BVI
Model meant that independent confirmation of these “off-book” cash-flows was reliant on the

good faith and independence of Suppliers and Als.

50.  Further, pursuant to the terms of Sales Contracts entered into between a BVI Sub and an
AL the AT assumed responsibility for paying any PRC faxes associated with the sale that were
owed by the BVI Sub, This obligation purportedly included paying the income tax and valued
added tax on behalf of Sino-Forest.

51.  Sino-Forest dealt with relatively few Suppliers and Als in the BVI Model. For example,
in 2010, six Suppliers accounted for 100% of the Standing Timber purchased in the BVI Model

and five Als accounted for 100% of Sino-Forest’s revenue generated in the BVI Model.

52, From 2007 to 2010, revenue from the BVI Model totalled $3.35 billion, representing
94% of Sino-Forest’s reported Standing Timber revenue and 70% of Sino-Forest’s total revenue.
The importance of the revenue from the BVI Mode! is demonstrated in the following table:

8 (millions)
2007 2008 2009 2010  Total

BVI Model Revenue 5014 644.9 882.1 1,326.0 33544
WFOE Model Revenue 20.1 40.5 721 75.2 207.9
Standing Timber Revenue 521.8 685.4 9542 1,401.2  3,562.3
Total Revenue 713.9 896.0 12382 19235 4,771.6

BVI Model as % of Total Revenue 70% 72% 71% £9% 0%
PARTIV. THE STANDING TIMBER FRAUD

53. As introduced in paragraph 16, the Standing Timber Fraud was primarily comprised of
three elements:

i) Undisclosed control over parties within the BVI Network;
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ii) The undisclosed dishonest process of creating deceitful Purchase Contracts
and Sales Contracts and their key attachments used in both the BVI Model
and the WFOE Model to inflate Standing Timber assets and revenue; and

jiiy  Undisclosed internal control weaknesses/deficiencies that facilitated and
concealed the fraudulent conduct within the BVI Network, and the dishonest
creation of Purchase Contracts and Sales Contracts, including their key
attachments,
54.  On this basis, Sino-Forest then created transactions to fraudulently inflate assets and

revenue in its public disclosure record.
A. Undisclosed Control over Parties within the BVI Network

55, Almost all of the buying and selling of Standing Timber in the BV1 Model was generated
through transactions between BVI Subs and a small number of Suppliers and Als. Sino-Forest
also conducted a significant level of this buying and selling with companies that ar¢ described in
various Sino-Forest documents and correspondence as “peripheral” companies. Sino-Forest
established a network of “nominee” companies that were controlled, on its behalf, by various s0-

called “caretakers”.

56. For the purpose of this Statement of Allegations, the BVI Subs, Suppliers, Als,
“pominee” companies and “peripheral” companies involved in the buying and selling of
Standing Timber in the BVI Model are collectively referred to as the “BY] Network”. Some of
the companies within the BVI Network were also involved in the buying and selling of Standing
Timber within the WFOE Model,

§7.  One Sino-Forest document (the “Caretaker Company List”) lists more than 120
“peripheral” (nominee) companics that are controlled by 10 “caretakers” on behalf of Sino-
Forest, The “caretakers” include Person #1 (legal representative of Huathua City Yuda Wood
Ltd. (“Yuda Wood”), described in greater detail in paragraphs 61 to 65 below), Person #2 (a
relative of Chan), Person #3 (a former Sino-Forest employee), Person #4 (an acquaintance of

Chan and Chan’s nominee in the Greenheart Transaction as outlined in paragraphs 145 to 147
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below), Person #5 (a former shareholder of Greenheart Resources Holdings Limited (“GRHL”)
and a shareholder of Greenheart) and Person #6 (an individual associated with some of Sino-

Forest’s Suppliers).

- 58, The control and influence that Sino-Forest exerted over certain Suppliers, Als and
peripheral companies within the BVI Network brings the bona fides of numerous contracts
entered into in the BVI Model into question, thereby placing the pecuniary interests of Investors
at risk. Sino-Forest wielded this control and influence through Overseas Management, As well,
certain transactions recorded in the BVI Model do not reflect the true economic substance of the
underlying transactions. Sino-Forest’s control of, or influence over, certain parties within the

BVI Network was not disclosed fo Investors.

50.  Some of the counterparties to the Dacheng Fraud, the 450,000 Fraud, Gengma Fraud #1
and Gengma Fraud #2 are companies that are included in the Caretaker Company List, as

outlined in more detail in paragraphs 90 to 115 below.

60.  Sino-Forest did not disclose the true nature of the relationship between itself and the
following two key companies in the BVI Network: Yuda Wood and Dongkou Shuanglian Wood
Company Limited (“Dongkou”). This was dishonest.

1 Sino-Forest Controlled Yuda Wood, a Major Supplier

61. Yuda Wood was a Supplier secretly controfled by Sino-Forest during a portion of the

Material Time,

62.  From 2007 to 2010, Yuda Wood was purportedly Sino-Forest’s largest Supplier,
accounting for 18% of all purchases in the BVI Model. Sino-Forest claimed to have paid Yuda

Wood approximately $650 million during that time.

63.  Yuda Wood was registered and capitalized by members of Overseas Management, who

also controlled bank accounts of Yuda Wood and key elements of its business.
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64.  The legal representative of Yuda Wood is Person #1, a former employce of Sino-Forest
and also a shareholder and director of Hong Kong Sonic Jita Engineering Co., Ltd. (“Sonic
Jita™), the sole shareholder of Yuda Wood. In addition, Person #1 had significant interests in
other Suppliers of Sino-Forest and was identified as the scaretaker” of several

nominee/peripheral companies.

65. Yuda Wood and other companies controlled by Sino-Forest through Person #1 were used
to perpetrate portions of the Standing Timber Fraud including the Dacheng Fraud, the 450,000
Fraud, Gengma Fraud #1 and Gengma Fraud #2.

2) Sino-Forest Controlied Dongkou, 2 Major Al

66. Dongkou was an Al secretly controiled by Sino-Forest during a portion of the Material

Time.

67. In 2008, Dongkou was Sino-Forest’s most significant Al purportedly purchasing
approximately $125 million in Standing Timber from Sino-Forest, constituting about 18% of

Sino-Forest’s Standing Timber revenus for that year.

68.  Sino-Forest controlled Dongkou through one of its WFOE subsidiaries Shaoyang Jiading
Wood Produets Co. Ltd. (“Shaoyang Jiading”). Correspondence indicates that, according to an
agreement dated Novembet 18, 2006, Shaoyang Jiading purchased Dongkou for RMB’ 1.38
million (approximately $200,000).

69. By November 2006, the six original shareholders of Dongkou had been replaced with two
Sino-Forest employees: Person #7 and Person #8, These two persons became the sole Dongkou
sharcholders, with Person #7 holding 47.5% and Person #8 holding 52.5%.

7 RMB is the Chinese unit of currency. During the Material Time, the conversion rate was approximately
7 RMB =1 USS.
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70.  Also, in 2007, at the direction of Ip and others, employees of Sino-Forest drafted
purchase contracts to be entered into by Dongkou and its suppliers (other than Sino-Forest).
Essentially, Sino-Forest, through Overseas Management, controlled Dongkou’s business with

certain counterparties.

B. Dishonest Process to Create Deceitful Purchase Contracts and Sales Confracts
in the BVI Model - Concealment of this Dishonest Process

1) Purchase Contracts in the BVI Model
71, As set out in paragraph 47, approximately 80% (by value) of Sino-Forest’s timber assets
were held in the BVI Model as of December 31, 2010,

79, Sino-Forest used the Purchase Contracts to acquire and evidence ownership of Standing
Timber in the BVI Model. The Purchase Contracts purported to have three attachments:

i) Plantation Rights Certificates (“Certificates”) or other ownership documents;

if) Farmers’ Authorization Letters (*Farmers’ Authorizations™); and

i)  Timber Survey Reporis (“Survey Reports”),

73.  The Purchase Contracts and their attachments were fundamentally flawed in at least four
ways, making the public disclosure record of Sino-Forest materially misteading, thus placing the

pecuniary interests of Investors at risk.

74.  First, Sino-Forest did not hold Certificates to evidence ownership of the Standing Timber
allegedly purchased by the BVI Subs. Instead, Sino-Forest claimed that, since the BVI Subs
could not obtain Certificates from the PRC government to evidence ownership, it purported to
rely on confirmations issued by the forestry bureaus in the PRC as evidence of ownership
(“Confirmations”). However, Confirmations are not legally recognized documents evidencing
ownership of timber assets in the PRC. These Confirmations were purportedly granted to Sino-
Forest as favours by the PRC forestry bureaus. According to Sino-Forest, the PRC forestry

bureaus did not intend that these Confirmations would be disclosed to third parties. Also, certain
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PRC forestry burcau employees obtained gifts and cash payments from Suppliers of Sino-Forest,

further undermining the value of the Confirmations as evidence of ownership,

75, Second, during the Material Time, Sino-Forest employed a deceitful systematic quarterly
documentation process in the BVI Model whereby the purported Purchase Contacts were not
drafted and executed until the quarter after the date on which the purchase allegedly occurred

and was included in the public financial disclosure.

76.  Like the Purchase Contracts, the Confirmations were also created by Sino-Forest and
deceitfully dated to the previous quarter. These Confirmations were created contemporangously
with the creation of the corresponding Purchase Contracts. These Confirmations were then

allegedly provided to the relevant PRC forestry bureau for verification and execution.

77.  Third, the Purchase Contracts referred to Farmers' Authorizations. However, none were
attached. In the absence of Farmers' Authorizations, there is no evidence that ownership to the
Standing Timber was properly transferred to Sino-Forest or to the Supplier prior to the purported
transfer of ownership to Sino-Forest. Ownership of the Standing Timber would have remained

with the original Certificate holder.

78.  Fourth, the Survey Reports, which purported to identify the general location of the
purchased timber, were all prepared by a single firm during the Material Time. A 10%
shareholder of this survey firm was also an employee of Sino-Forest. Drafis of certain Survey
Reports purportedty prepared by this independent survey company were located on the computer
of another employee of Sino-Forest. Like the Purchase Contracts and Confirmations, these

drafts of the Survey Reports were deceitfully dated to the quarter prior to their creation.

79.  In the absence of both Certificates and Farmers’ Authorizations, Sino-Forest relies on the
validity of the Purchase Contracts and the Confirmations as proof of ownership of the Standing
Timber it held in the BYI Model. However, the Purchase Contracts and available attachments,

including Confirmations, were prepared using the deceitful documentation process outlined
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above, and do not constitute proof of ownership of the trees purported to have been bought by
Sino-Forest in the BVI Model. )

80.  Moreover, the Purchase Contracts and readily available attachments, including the
Confirmations, did not identify the precise location of the Standing Timber being purchased such
that the existence of this Standing Timber could not be readily verified and valued

independently.

81.  Sino-Forest, Overseas Management and Horsley knew or ought to have known that their
auditors during the Material Time relied on the validity of the Purchase Contracts and their

attached Confirmations as proof of ownership of Sino-Forest’s Standing Timber assets.

2) Sales Contracts in the BVI Model

82.  Like the Purchase Contracts, all of the Sales Contracts purportedly entered into by the
BVI Subs in the BVI Model were not actually created and executed until the quarter affer the

date of the alleged transaction.

83.  Accordingly, the revenue from the Sales Contracts in the BVI Model was recognized in
the quarter prior to the creation of the Sales Contracts. Therefore, the public disclosure of Sino-
Forest regarding its revenue from Standing Timber was materially misleading and deceitful.
During the Material Time, in its correspondence 10 Staff, Sino-Forest misled the Commission

about its revenue recognition practice.
C. Undisclosed Internal Control Weaknesses/Failures

84.  In its MD&A for 2010 dated March 15, 2011, Sino-Forest stated the following on page
27 regarding its “Disclosure Control and Procedures and Internal Controls Over Financial
Reporting™

The success of the Company’s vision and strategy of acquiring and selling
forestry plantations and access 10 a Jong-term supply of wood fibre in the
PRC is dependent on senior management. As such, senior management
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plays a significant role in maintaining customer relationships,
negotiating and finalizing the purchase and sale of plantation fibre
confracts and the settlement of accounts receivable and accounts
payable associated with plantation fibre contracts. This concentration
of authority, or lack of segregation of duties, creates risk in terms of
measurement and completeness of transactions as well as the possibility of
non-comphliance with existing controls, either of which may lead to the
possibility of inaccurate financial reporting. By taking additional steps in
2011 to address this deficiency, management will continue to monitor and
work on mitigating this weakness. [Emphasis added]
85.  Sino-Forest made similar disclosure in its annual MD&A from 2006 to 2009 regarding
this concentration of authority or lack ‘of segregation and the risk resulting from these
weaknesses. These material weaknesses were not remedied during the Material Time by Sino-

Forest, Overseas Management or Horsley.

86.  Sino-Forest failed to disclose the extent of the concentration of duties in Overseas
Management. 1t did not disclose that Overseas Management and their nominees had complete
control over the operation of the BVI Model including the fraudulent creation and execution of
the Purchase Contracts and Sales Contracts described in paragraphs 71 to 81 and the extent of the
woff-book” cash flow set out in paragraphs 48 10 49. This concentration of control in the hands
of Overseas Management facilitated the feaudulent course of conduct perpetrated in the BV1

Model.
D. Four Examples of Fraudulent Transactions within the Standing Timber Fraud

87.  During the Material Time, Sino-Forest and Overseas Management engaged in signiftcant
fraudulent fransactions related to its purchase and sale of Standing Timber. These fraudulent
transactions had the effect of overstating Sino-Forest’s assets and revenue during the Material

Time,

88. By way of example, four series of fraudulent transactions are detailed below: (i) the

Dacheng Fraud; (ii) the 450,000 Fraud; (iii) Gengma Fraud #1, and (iv) Gengma Fraud #2.
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89, In these transactions, Sino-Forest used certain Suppliers, Als and other nominee
companies that it controlled to falsify the financial disclosure of Sino-Forest, including the value

of its Standing Timber assets and revenue.

D The Dacheng Fraud

90.  Sino-Forest and members of Overseas Management committed fraud (the “Dacheng
Fraud”) in a series of purported transactions commencing in 2008, related to purchases of timber
plantations (the “Dacheng Plantations”) from a Supplier called Guangxi Dacheng Timber Co.
Ltd. (“Dacheng”). Companies controlled by Sino-Forest through Person #1 were used in the

Dacheng Fraud.

91.  The Dacheng Fraud involved duplicating the same Standing Timber assets within the
Dacheng Plantations in the records of two Sino-Forest subsidiaries. Sino-Forest recorded the

same assets once in the WFOE Model and again in the BV Model.

92, In 2008, these Standing Timber assets were recorded at a value of RMB 47 million
(approximately $6.3 million) in the WFOE Model and this amount was paid to Dacheng. These
funds were then funnelled through Dacheng back to other subsidiaries of Sino-Forest, as the

purported collection of receivables.

93, At the same time, Sino-Forest recorded these Standing Timber assets in the BVI Model at
a value of approximately RMB 205 million (approximately $30 million), In 2009, Sino-Forest
purported to sell the Standing Timber assets from the Dacheng Plantations held in the BVI
Mode! for approximately RMB 326 million (approximately $48 million). This revenue was
recorded in Q3 of 2009.

94.  As a result of the Dacheng Fraud, in 2008, Sino-Forest overstated the value of certain
Standing Timber assets by approximatety $30 million and, in 2009, Sino-Forest overstated its
revenue by approximately $48 million. The effect of this revenue overstatement on the public

disclosure record of Sino-Forest is illustrated in paragraph 127 below.
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2)  The 450,000 Fraud

95.  Sino-Forest and members of Overseas Management committed fraud (the “450,000
Fraud”) in a complex series of transactions involving the purchase and sale of 450,000 cubic
metets of timber in Q4 of 2009, again utilizing companies controlled by Sino-Forest through
Person #1. In an email, Yeung described this purchase and sale of timber as “a pure accounting

arrangement”.

96. Three subsidiaries of Sino-Panel (the “Sino-Panel Companies”) purported to purchase
450,000 cubic meters of Standing Timber at a cost of RMB 183 million (approximately $26
million) from Guangxi Hezhou City Yuangao Forestry Development Co. Ltd (“Yuangao”)
during October 2009.

97.  In Q4 of 2009, the Sino-Panel Companies purportedly sold this Standing Timber to the
following three customers:

i) Gaoyao City Xinqi Forestry Development Co., Ltd. (“Xingi”);

i) Guangxi Rongshui Meishan Wood Products Factory (“Meishan”); and

iiiy ~ Guangxi Pingle Haosen Forestry Development Co., Lid. (“Haosen™).

98. The sale price for this Standing Timber was RMB 233 million (approximately $33
million), for an apparent profit of RMB 50 million (approximately $7.1 million).

99.  The purported supplier (Yuangao) and the purported customers (Xingi, Meishan and
Haosen) are all so-called “peripheral” companies of Sino-Forest, i.e., they are nominec
companies controlled by Person #1 on behalf of Sino-Forest. Xinqi, Meishan and Haosen are
also companies included in the Carctaker Company List, and Person #1 is identified as the

“caretaker” of each company.

{00. This RMB 233 million sale of Standing Timber was recorded in Sino-Forest’s WFOE
Model, as opposed to its BVI Model. As noted in paragraph 48, the BVI Model employs the
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Offsetting Arrangement where payables and receivables are made and collected “off-book”.
However, in the WFOE Model, Sino-Forest takes receipt of the sales proceeds directly or “on-

book”.

101, By July 2010, none of the sales proceeds had been collected and the receivable was long
overdue. In order to evidence the “collection” of the RMB 233 milion in sales proceeds, Sino-
Forest devised two separate “on-book” payables/receivables offsetting arrangements, one in
2010 and one in 2011, whereby Sino-Forest made payments to various companies, including

Yuangao and at least two other Sino-Forest nominee companies.®

102. To account for the purported profit of RMB 50 million, Sino-Forest had to “collect” more
(RMB 233 million) than just the purchase price (RMB 183 million). Consequently, Sino-Forest
created additional “payables” to complete the circular flow of funds needed to collect the sales
proceeds of RMB 233 million. These “on-book” offsetting arrangements, therefore, included the
purported settlement of various accounts payable, not just the Yuangao payable arising from the
450,000 Fraud.

103, The companies referred to paragraph 101 then funnelled the money to Xingi, Meishan
and Haosen who, in turn, repaid the money to the Sino-Panel Companies to achieve the

purported collection of the RMB 233 miltion in revenue.

104. The “on-book™ offsetting arrangements required that Suppliers and customers have bank
accounts through which the funds could flow. Tn July and August 2010, Sino-Forest set up bank
accounts for the suppliers and customers associated with the 450,000 Fraud to facilitate the
circular cash flows. These bank accounts were overseen by Ip, Ho, Person #1 and/or Person #9

(a former Sino-Forest employce and associate of Person #1),

105. These circular cash-flows commenced in July 2010 and were finally concluded in

February 2011,

% Dao County Juncheng Forestry Development Co., Ltd. and Guangxi Rongshui Taiyuan ‘Wood Co., Ltd,
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106. ‘The circular flow of funds underlying the 450,000 Fraud demonstrates that the sales
contracts purportedly entered into between the Sino-Panel Companies and Xinqi, Meishan and
Haosen are fraudulent and have no true economic substance. As a result of the 450,000 Fraud,
Sino-Forest overstated the value of its revenue by approximately $30 million for Q4 of 2009.
The effect of this revenue overstatement on the public disclosure record of Sino-Forest is

illustrated in paragraph 129 below.

3) Gengma Fraud # 1

107. Sino-Forest and members of Overseas Management committed fraud (“Gengma Fraud
#17) in 2007 related to Standing Timber asseis purchased from Gengma Dai and Wa Tribe
Autonomous Region Forestry Co., Ltd, (“Gengma Forestry”) by Sino-Panel (Gengma) Co., Ltd.

(“Sino-Panel Gengma”), a Sino-Forest subsidiary.

108, In 2007, Sino-Panel Gengma purchased certain land use rights and Standing Timber for
RMB 102 million (approximately $14 million) from Gengma Forestry. These contracts were
signed by Chan. However, this transaction between Sino-Panel Gengma and Gengma Forestry
was not recorded. Instead, Sino-Forest purported o purchase the same assets from Yuda Wood,
allegedly paying RMB 509 million (approximately $68 million) for the Standing Timber in 2007
and RMB 111 million (approximately $15 miilion) for certain land use rights during the period
from June 2007 to March 2009. This purchase was recorded and these Standing T imber assets

remained on the books of Sino-Forest until 2010.

109, Gengma Fraud #1 resulted in an overstatement of Sino-Forest’s timber holdings for 2007,

2008 and 2009.

110, In 2010, this Standing Timber was then purportedly sold for RMB 1,579 million
(approximately $231 million). However, these same Standing Timber assets were offered as
collateral for a bank loan by Sino-Forest in 2011 so the sale of these assets in 2010 could not

have taken place and been recorded as revenue in that year.
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111.  The effect of the revenue overstatement from Gengma Fraud #1 on the public disclosure

record of Sino-Forest is illustrated in paragraph 131 below.

4) Gengma Fraud # 2

112.  In 2007, Sino-Forest and members of Overseas Management committed fraud (“Gengma
Fraud #2") in another series of transactions to artificially inflate its assets and revenue from the

purchase and sale of Standing Timber.

113.  In September 2007, Sino-Forest recorded the acquisition of Standing Timber from Yuda
Wood at a cost of RMB 161 million (approximately $21.5 million) related to Standing Timber in
Yunnan Province {the “Yunnan Plantation”). However, vuda Wood did not actually acquire

these assets in the Yunnan Plantation until September 2008,

114, In 2007, Sino-Forest had also purportedly purchased the fand use rights to the Yunnan
Plantation from Yuda Wood at a cost of RMB 53.4 million (approximately $7 million), RMB
52.9 million of which was paid to Yuda Wood during the period from January 2009 to April
2009. Sino-Forest then fabricated the sale of the land use rights to Guangxi Hezhou City Kun’an
Forestry Co., Ltd. (“Kun’an™) pursuant to a contract dated November 23, 2009. Kun’an was
controlied by Sino-Forest through Person #1 and is a company included in the Caretaker

Company List referred to in paragraph 57 above.

115. Sino-Forest then purported to sell the Standing Timber in the Yunnan Plantation in a
series of transactions between March 2008 and November 2009 for RMB 338 million
(approximately $49 million). As Yuda Wood did not own this Standing Timber asset until
September 2008, Sino-Forest could not have recorded the sale of this Standing Timber prior to
that time. The effect of this revenue overstatement on the public disclosure record of Sino-Forest

is illustrated in paragraph 133 below.
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D, Conclusion Regarding the Standing Timber Fraud

116. The effect of the above conduct is that Sino-Forest and Overseas Management engaged in
deceitful or dishonest conduct related to Sino-Forest’s Standing Timber assets and revenue that
they knew or ought to have known constituted fraud, contrary 1o subsection 126,1(b) of the Act

and the public interest.

117. Due to the chronic and pervasive nature of the systemic conduct set out above, neither the
magnitude of the Standing T imber Fraud by Sino-Forest and Overseas Management nor the

magnitude of the risk to the pecuniary interests of Investors can be quantified with certainty.

118. Given their positions as officers of Sino-Forest and/or Sino-Panel, Overseas Management
authorized, permitted or acquiesced in the non-compliance with Ontario securities law by Sino-
Forest and are deemed to have not complied with Ontario securities faw pursuant to section

129.2 of the Act. This conduct was also contrary 10 the public interest.

119. As CFO of Sino-Forest, Horsley authorized, permitted ot acquiesced in Sino-Forest’s
and Overseas Management’s commission of the Standing Timber Fraud and therefore is deemed
under section 129.2 of the Act to have not complied with Ontario securities law.  This conduct

was also contrary to the public interest,

PARTYV. MATERIALLY MISLEADING STATEMENTS RELATED TO THE
STANDING TIMBER FRAUD

120. On January 10, 2012, Sino-Forest issued a news release which cautioned that its historic

financia! statements and related audit reports shouid not be relied upon.

121. By failing to properly disclose the elements of the Standing Timber Fraund set out above,
Sino-Forest made statements in its filings fo the Commission during the Material Time which
were, in 2 material respect and at the time and in the light of the circumstances under which they

were made, misleading or untrue or did not state facts that were required to be stated or that were
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necessary fo make the statements not misleading. Overseas Management participated in the

conduct that made these statements materially misleading.

122. The misleading, untrue or incomplete statements related to Sino-Forest's description of
its primary business were contained in (or absent from) Sino-Forest’s continuous disclosure,
including its audited annual financial statements, AlFs and MD&A filed with the Commission
during the Material Time as required by Ontario securities law.? These misleading, untrue or
incomplete statements related 1o Sino-Forest’s description of its primary business were contained
in (or absent from) Sino-Forest’s short form prospectuses filed with the Commission during the
Material Time, which incorporated by reference the relevant audited annual financial statements,

AIFs and MD&A as required by Ontario securities law.

123. These misleading statements were refated to Sino-Forest’s primary business in the BVI
Model and the WFOE Model, representing approximately 90% of Sino-Forest’s stated timber
assets as of December 31, 2010 and 75% of its stated revenue from 2007 to 2010.

A. Materially Misleading Statements Regarding Ownership of Assets and Revenu¢
Recognition

124. Members of Overseas Management created and executed the Purchase Contracts in the
BVI Model in the quarters after the assets related to those transactions were recognized. This
made Sino-Forest’s audited annual financial statements, AlFs and MD&A for the years 2006,
2007, 2008, 2009 and 2010 materially misleading.

125. Further, given that Sino-Forest did not have sufficient proof of ownership of the majority
of its Standing Timber assets due to the courses of conduct set out above, the information
regarding Sino-Forest’s timber holdings in its audited annual financial statements, AIFs and
MD&A for the years 2006, 2007, 2008, 2009 and 2010 was materially misleading. For the same

reasons, the information regarding Sino-Forest's timber holdings in its short form prospectuses

° By way of example, these misstatements Include Sino-Forest's disclosure of “Plantation Rights Certificates for Qur
Purchased Plantations” on page 26 of its 2010 AIF and its disclosure of “Implementation and Issuance of new form
Plantation Rights Certificate” on pages 46-47 of its 2010 AIF,
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filed in 2007 and 2009 (which incorporated by reference the relevant audited annual financial

statements, ATFs and MD&A as required by Ontario securities law) was materially misleading.

126. Sino-Forest and members of Overseas Management created and executed the Sales
Contracts in the BV1 Model in the quarter after the revenue related to those transactions was
recognized.  This was contrary to the revenue recognition process set out in Sino-Forest’s
continuous disclosure, including its MD&A and the notes to its audited annual financial

statements.

B: Effect of the Dacheng Fraud, the 450,000 Fraud, Gengma #1 and Gengma #2 on
the Reported Revenue of Sino-Forest

1) The Dacheng Fraud

127. The Dacheng Frand resulted in Sino-Forest fraudulently overstating its revenue in Q3 of

7009 as set out in this table:

Approximate Effect of the Dacheng Fraud on Q3 of 2009 (8 millions)

Quarterly Reported Revenue 367.0
Fraudulently Overstated Revenue 477
Fraudulently Overstated Revenue 13.0%

as a % of Quarterly Reported Revenue

128. Sino-Forest reported its revenue for Q3 of 2009 at page 20 of its annual MD&A for 2009
(dated March 16, 2010) and page 87 of its 2009 Annual Report, summarizing the “2009
Quarterly Highlights”.

2) The 450,000 Fraud

129. The 450,000 Fraud resuited in Sino-Forest fraudulently overstating its revenue for Q4 of
2009 as set out in this table:
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Approximate Effect of the 450,000 Fraud on Q4 2009 ($ millions)

Quarterly Reported Revenue 469.6
Fraudulently Overstated Revenue 30.1
Fraudulently Overstated Revenue 6.4%

as a % of Quarterly Reported Revenue

130. Sino-Forest reported its revenue for Q4 of 2009 at page 20 of its annual MD&A for 2009
(dated March 16, 2010) and page 87 of its 2009 Annual Report, summarizing the “2009

Quarterly Highlights™,

3) Gengma Fraud #1

131, Gengma Fraud #1 resulted in Sino-Forest fraudulently overstating its revenue for Q1 and
Q2 of 2010 as set out in this table:

Approximate Effect of Gengma Fraud #1 on Q1 and Q22010 (8 millions)
Q12010 Q22010

Quarterly Reported Revenue 251.0 305.8
Fraudulently Overstated Revenue 73.5 157.8

Fraudulently Overstated Revenue ‘
as a % of Quarterly Reported Revenue 29.3% 51.6%

132. Sino-Forest reported its revenue for Q1 and Q2 of 2010 at page 20 of its annual MD&A
for 2010 (dated March 15, 2011) and page 88 of its 2010 Annual Report, summarizing the “2010

Quarterly Highlights”.

4) Gengma Fraud #2

133. Gengma Fraud #2 resulted in Sino-Forest fraudulently overstating its revenue for Q1, Q2

and Q3 of 2008 and Q4 of 2009 as set out in this table:



37
813

27

Approximate Effect of Gengma Fraud #2 on Q1, Q2 and Q3 of 2008 and Q4 of 2009 (§ millions)

Q1 2008 Q22008 Q32008 Q4 2009
Quarterly Reported Revenue 136.1 187.1 295.5 469.6

Fraudulently Overstated Revenue 5.7 4.9 59 32.6

Fraudulently Overstated Revenue
as a % of Quarterly Reported Revenue 4.2% 2.6% 2.0% 6.9%

134.  Sino-Forest reported its revenue for Q1, Q2 and Q3 of 2008 at page 19 of its annual
MD&A for 2008 {dated March 16, 2009) and page 73 of its 2008 Annual Report summarizing
the #2008 Quarterly Highlights”. Revenue for Q4 of 2009 was reported as set out above in

paragraph 130,
C. Materially Misleading Statements Regarding Infernal Controls

135. Sino-Forest’s disclosure in its AIFs and annual MD&A for 2006, 2007, 2008, 2009 and
2010 relating to the material weaknesses in its internal controls was misleading, untrue or
incomplete. This disclosure was also contained in Sino-Forest's short form prospectuses filed in
2007 and 2009 (which incorporated by reference the relevant AIFs and MD&A as required by

Ontario securities law),

136. Sino-Forest did disclose that the concentration of authority in Overseas Management and
lack of segregation of duties created a risk in terms of measurement and completeness of

{ransactions, as well as the possibility of non-compliance with existing controls.

137. However, as set out in paragraphs 84 to 86, this disclosure by Sino-Forest was whoily

inadequate, failing to reveal the extent of the weaknesses in Sino-Forest’s internal controls.
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Conclusion Regarding Materially Misleading Statements Related to the Standing
Timber Fraud

During the Material Time, given the Standing Timber Fraud, Sino-Forest consistently

misted the public in the disclosure required to be made under Ontario securities law.  The

conduct of Sino-Forest, Chan, Ip, Hung and Ho was confrary to subsection 122(1)(b) of the Act

and contrary to the public interest,

139

Further, due to the above conduct, Sino-Forest’s audited annual financial statements did

not comply with Canadian Generally Accepted Accounting Principles.

140.

Given their positions as officers of Sino-Forest, Chan, Ip, Ho and Hung authorized,

permitted or acquiesced in Sino-Forest’s making of materially misleading statements and thereby

committed an offence under subsection 122(3) of the Act  This conduct was also contrary to the

public interest.

141.

As CFO of Sino-Forest, Horsley authorized, permitted or acquiesced in Sino-Forest’s and

Overseas Management’s making of materially misleading statements and therefore is deemed

under section 129.2 of the Act to have not complied with Ontario securities law. This conduct

was also contrary to the public interest.

PART VL. THE GREENHEART TRANSACTION - FRAUD BY CHAN AND

MATERIALLY MISLEADING STATEMENTS BY CHAN AND SINO-
FOREST

142. Chan committed fraud in relation to Chan’s undisclosed interest and substantial financial

henefit in the Greenheart Transaction described below.

143.

Chan and Sino Forest made materially misteading statements in Sino-Forest’s AIFs for

2008, 2009 and 2010 by not disclosing Chan’s interest in the Greenheart Transaction. These

misleading statements were also contained in Sino-Forest's short form prospectuses filed in 2009

(which incorporated by reference the relevant AIFs and MD&A as required by Ontario securities

law).
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144. In 2010, through a complex series of transactions, Sino-Forest completed the purchase of
a controlling interest in Greenheart, a public company listed on the Hong Kong Stock Exchange.
In 2005, the primary assets of Greenheart’s key subsidiary at the time, GRHL, were previously
acquired by the original owners of GRHL for approximately $2 million. These assels consisted
of natural forest concessions and operations located in Suriname. The total cost of the Greenheart
Transaction to Sino-Forest was approximately $120 miltion, composed of a combination of cash

and securities of Sino-Forest.

145. Two of the companies holding shares of GRHL, thus benefitting from the Greenheart
Transaction, were Fortune Universe Ltd. (“Fortune Universe”) and Montsford Ltd.
(“Montsford”). Both Fortune Universe and Montsford were BVI shelf companies incorporated
in 2004 and subsequently acquired by, or for the benefit of, Chan in 2005.

146. Person #10 was the sole director and shareholder of Fortune Universe and Person #4 was
the sole director and shareholder of Montsford. However, Chan arranged for Person #10 and
Person #4 to act as Chan’s nominees. -Chan was the true beneficiai owner of Fortune Universe

and Montsford,

147. Person #10 was the legal representative and director of one of Sino-Forest’s largest

Suppliers during the Material Time. Person #4 was an acquaintance of Chan based in the PRC.

148. As a resuit of the Greenheart Transaction, Fortune Universe and Montsford received over
$22.1 million, comprised of approximately $3.7 million in cash and approximately $18.4 million
in securities of Sino-Forest. The securities of Sino-Forest received by Fortune Universe and
Montsford appreciated in value and were subsequently sold for a total of approximately $35
million. With the help of Person #11 (Chan's assistant), these securities were sold through
brokerage accounts of Fortune Universe and Montsford which were opened at her direction, on

the instructions of Chan.
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149. While Sino-Forest disclosed that another director of Sino-Forest had an in;terest in the
Greenheart Transaction in its AlFs for 2008, 2009 and 2010, it did not disclose that Chan
benefitted directly or indirectly from the Greenheart Transaction through Fortune Universe and
Montsford, Chan certified the AlFs for 2008, 2009 and 2010.

150. Chan knew that he was engaging in deceitful or dishonest conduct in relation to the
Greenheart Transaction and knew that he was making deceitful or dishonest statements to

Investors in Sino-Forest’s continuous disclosure.

151. Chan placed the pecuniary interests of Investors at risk and committed fraud, contrary to
subsection 126.1(b) of the Act and made materially misieading statements contrary to subsection

122(1)(b) of the Act. This conduct was also contrary fo the public interest.

152. Through Chan, Sino-Forest made materially misleading statements contrary to subsection

122(1)(b) of the Act. This conduct was also contrary to the public interest.

153.  Given his position as Chairman of the Board and CEO of Sino-Forest, Chan, authorized,
permitted or acquiesced in Sino-Forest’s making of materially misleading statements and thereby
committed an offence under subsection 122(3) of the Act. This conduct was also contrary to the

public interest.

154. As Chairman of the Board and CEO of Sino-Forest, Chan authorized, permitted or
acquiesced in Sino-Forest’s commission of fraud and therefore is deemed under section 129.2 of
the Act to have not complied with Ontario securities law. This conduct was also contrary {0 the

public interest.

PART VIL. CHAN, IP, HUNG, HO AND YEUNG MATERIALLY MISLED STAFF

A. Chan Materially Misled Staff

155. During his examination by Staff, Chan made statements that, in a material respect and at

the time and in the light of the circumstances under which they were made, were misleading or
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untrue or did not state a fact that was required to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.

i56. Chan was asked whether Sino-Forest had any control over certain Suppliers or whether
these Suppliers were independent. Chan misled Staff, responding that they were independent
companies, Chan repeatedly confirmed that Yuda Wood was an independent company and that
it was not controlied by any employee of Sino-Forest. This information was false and

misleading.
B. Ip Materially Misled Staff

157. During his examination by Staff, Ip made statenents that, in a material respéct and at the
time and in the light of the circumstances under which they were made, were misleading or
untrue or did not state a fact that was required to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.

158. Ip misled Staff regarding the creation of Confirmations by Sino-Forest, Ip falsely
informed Staff as to nature of the interaction between the PRC forestry bureaus and Sino-Forest
personne! surrounding the issuance of the Confirmations. Ip also misled Staff about the timing
of purported payments made by Sino-Forest to Suppliers. Ip stated that payments were only

made once the Purchase Contracts were signed. This information was false and misleading.
C. Hung Materially Misled Staff

159. During his examination by Staff, Hung made statements that, in a material respect and at
the time and in the light of the circumstances under which they were made, were misleading or
untrue or did not state a fact that was required to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.

160. Hung falsely described the creation of the Purchase Contracts, Sales Contracts and their

attachments, including Confirmations, to Staff. Hung informed Staff that he confirmed the
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accuracy of all the information in the Purchase Contracts. Hung also stated that he ensured that
the attachments fo the Purchase Contracts, including Confirmations and Survey Reports, would

be “in place”. This information was false and mislcading.

161. Hung also misled Staff as to the timing of alleged payments made pursuant to the

Purchase Contracts,
D. Ho Materially Misled Staff

162. During his examination by Staff, Ho made statements that, in a material respect and at the
time and in the light of the circumstances under which they were made, were misleading ot
untrue or did not state a fact that was requited to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.

163, Ho was specifically asked about what role he took “in the whole BVI process.” Ho
replied, “None whatsoever”, further stating, “No, I'm not at ail involved in the BVI whatsoever.”

This information was false and misleading.

164. Ho also denied that he was copied on any emails or communications involving the BVI

Model. This information was false and misleading.

165. Ho also asserted that Yuda Wood was independent of Sino-Forest and that he had no

control over any aspect of its business. This information was false and misleading.
E. Yeung Materially Misled Staff

166, During his examination by Staff, Yeung made statements that, in a material respect and at
the time and in the light of the circumstances under which they were made, were misleading or
untrue or did not state a fact that was required to be stated or that was necessary to make the

statements not misleading, contrary to subsection 122(1)(a) of the Act and the public interest.
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" 167. Yeung was specifically asked about his involvement in the creation of Yuda Wood.
Yeung stated that he assisted with the application process as a favour to his friend, Person #1.
He denied that Sino-Forest supplied the registration capital for Yuda Wood. Yeung also denied
any knowledge of Sino-Forest creating fraudulent transactions involving the purchase and sale of

Standing Timber. This information was false and misleading.

168. Staff reserve the right fo make such other allegations as Staff may advise and the

Commission may permit,

DATED at Toronto, Ontario, this 22nd day of May 2012.
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SCHEDULE “A”

GLOSSARY OF CERTAIN DEFINED TERMS
AND LOCATION IN THE STATEMENT OF ALLEGATIONS

«A%s” means the authorized intermediaries to whom Sino-Forest purported to sell assets
in the PRC, including Standing Timber (paragraph 43).

“BYI Model” means the business model employed by Sino-Forest to buy and sell assets
through the BVI Subs in the PRC (paragraph 45).

SBVI Network” means the entire network of BVI Subs, Suppliers, Als and other
companies who bought and sold assets in the BVI Model in the PRC (paragraph 56).

“BVI Subs” means wholly owned subsidiaries of Sino-Forest incorporated in the British
Virgin Isiands (paragraph 45).

“Caretaker Company List” means the document listing the “peripheral” or “nomince”
companies controlled by “caretakers™ on behalf of Sino-Forest (paragraph 57).

«Certificates” means Plantation Rights Certificates issued by the PRC government
(paragraph 72).

“Company” means Sino-Forest Corporation including alf of its subsidiaries and
companies it controls as set out in its public disclosure record and as the context within
this Statement of Allegations requires (paragraph 1),

“Confirmations” means the confirmations purportedly executed by forestry bureaus that
Sino-Forest refied upon to evidence ownership of Standing Timber assets in the BVI
Model in the absence of Certificates (paragraph 74).

“Dacheng” means Guangxi Dacheng Timber Co. Ltd. {paragraph 90).

“Dacheng Plantations” means the timber plantations purchased from Dacheng
commencing in 2008 (paragraph 90).

“Dongkou® means Dongkou Shuanglian Wood Company Limited (paragraph 60).
“Farmers’ Authorizations” means farmers’ authorization letters (paragraph 72).
“Fortune Universe” means Fortune Universe Ltd. (paragraph 145).

“Gengma Forestry” means Gengma Dai and Wa Tribe Autonomous Region Forestry
Co., Ltd. (paragraph 107).

“Greenheart” means the company now known as Greenheart Group Limited (paragraph
12).
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“Greenheart Transaction” means the series of transactions where Sino-Forest
purchased a controlling interest in Greenheart (paragraph 27),

“GRHL” means Greenheart Resources Holdings Limited (paragraph 57).

“Haosen” means Guangxi Pingle Haosen Forestry Development Co., Ltd. (paragraph
97).

“Investors” means the securityholders of Sino-Forest (paragraph 3).
“Kun’an” means Guangxi Hezhou City Kun’an Forestry Co., Ltd. (paragraph 114).

“Material Time” means the period from June 30, 2006 to January 11, 2012 (paragraph
15).

“Meishan” means Guangxi Rongshui Meishan Wood Products Factory (paragraph 97).
“Montsford” means Montsford Ltd. (paragraph 1435).

“Offsetting Arrangement” means the payables/receivables arrangement used in the BVI
Model by Sino-Forest to buy and sell Standing Timber (paragraph 48).

“QOverseas Management” means Allen Chan, Albert Ip, Alfred CT. Hung, George Ho
and Simon Yeung (paragraph 13).

“Plantation Fibre” is one of the two subcomponents of Sino-Forest’s core business
segment called Wood Fibre Operation (paragraph 41).

“PRC” means the People’s Republic of China (paragraph 2).

“Purchase Contracts” means the contracts used by Sino-Forest to purchase assets in the
BVI Model (paragraph 45).

«Sales Contracts” means the contracts used by Sino-Forest to sell assets in the BVI
Model (paragraph 45),

“Shaoyang Jiading” means Shaoyang Jiading Wood Products Co. Ltd. (paragraph 68).

“Sino-Forest” means Sino-Forest Corporation including all of its subsidiaries and
companies it controls as set out in its public disclosure record and as the context within
this Statement of Allegations requires (paragraph 1).

“Sino-Panel” means Sino-Panel (Asia) Inc., a subsidiary of Sino-Forest (paragraph 39).

“Sino-Panel Companies” means the three subsidiaries of Sino-Panel which purported to
purchase Standing Timber from Yuangao (paragraph 96).

“Sino-Panel Gengma® means Sino-Pane! (Gengma) Co., Ltd., a Sino-Forest subsidiary
{paragraph 107).



46

“Sonic Jita” means Hong Kong Sonic Jita Engineering Co., Ltd. (paragraph 64).

“Standing Timber” means all of the Plantation Fibre subcomponent of Wood Fibre
Operations and as the context within this Statement of Allegations requires (paragraph
42). '

“Suppliers” means the parties from whom Sino-Forest purported to buy assets in the
PRC, including Standing Timber (paragraph 45),

“Survey Reports” means timber survey reports (paragraph 72),

“WFOE Model” means the business model employed by Sino-Forest to buy and sell
assets through its WFOEs (paragraph 46).

“WFOEs” means Wholly Foreign Owned Enterprises which were subsidiaries of Sino-
Forest (paragraph 46).

“Xinqi” means Gaoyao City Xingi Forestry Development Co., Ltd, (paragraph 97).

“Yuangao® means Guangxi Hexhou City Yuangao Forestry Development Co., Ltd.
(paragraph 96).

“Yuda Wood” means Huaihua City Yuda Wood Ltd. (paragraph 57).

“Yunnan Plantation” means the Standing Timber plantations in Yunnan Province
purportedly purchased in 2007 from Yuda Wood (paragraph 113).
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SCHEDULE “B”

SELECTED INFORMATION FROM THE 2005-2010

AUDITED ANNUAL FINANCIAL STATEMENTS OF SINO-FOREST

Reported Revenue

December 31, 2010
December 31, 2009

December 31, 2008 (restated amount )

December 31, 2007

December 31, 2006 (restated amount)

December 31, 2005

Reported Total Assets

December 31, 2010
December 31, 2009
December 31, 2008
December 31, 2007
December 31, 2006
December 31, 2005

Reported Timber Assets (with % of total assets)

December 31, 2010
December 31, 2009
December 31, 2008
December 31, 2007
December 31, 2006
December 31, 2005

Number of OQutstanding Common Shares

December 31, 2010
December 31, 2009
December 31, 2008
December 31, 2007
December 31, 2006
December 31, 2005

$1,923,536,000
1,238,185,000
896,045,000
713,866,000
555,480,000
493,301,000

$5,729,033,000
3,963,899,000
2,603,924,000
1,837,497,000
1,207,255,000
895,271,000

$3,122,517,000 (55%)
2,183,489,000 (55%)
1,653,306,000 (63%)
1,174,153,000 (64%)

752,783,000 (62%)
513,412,000 (57%)

245,740,889
242,129,062
183,119,072
182,592,961
137,999,548
137,789,548
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SCHEDULE "C"

Sino-Forest Corporation
Overview of the Standing Timber Fraud

Resulting Misleading Public Disclosure
Failure to provide full, true and plain disclosure of the Sino-Forest business and ifs associafed nisks

Secrot Control of the 'BVI Network' & 'Paripheral Companles’
Concealment of Sino-Forest's conlrol of Suppiiers, Al's and other Nominee Companigs in the 'BVI Network'

Decsitful and Back-Dated Transaction Documentation Process

Crealion of deceilful documentation fo evidence the purported purchase/ownership and sale of Standing Timber

Slgnificant internal Control Weaknesses/Failures
Lagk of Segregation of Dulles, the *Off-book” Qffselfing Arrangement




TAB 5
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This is Exhibit “A” mentioned and
refetred to in the affidavit of Charles
Wright, sworn before me in the City
of Toronto, in the Province of
Ontario, this 10" day of January,
2013
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A Commissioner, etc.
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IN THE MATTER OF
SINO-FOREST CORPORATION

BETWEEN:

The Trustees of the Labourers’ Pension Fund of Central and Easten Canada,

The Trustees of the International Union of Operating Engineers Local 793 Pension Plan for
Operating Engineers in Ontarjo, Sjunde AP-Fonden, David Grant, Robert ‘Wong, Guining Liu,
and any other proposed representative plaintiffs in"Ontario Superior Court Action No. CV-11-

431153-00CP and in Quebec Superior Court No, 200-06-000132-111,

in their personal and proposed representative capacities (the “Plaintiffs")
~and-

Ernst & Young LLP, on behalf of itself and Ernst & Young Global Limited and all member firms
thereof (“EY*, together with the Plaintiffs the “Parties™) .

MINUTES OF SETTLEMENT

1. These Minutes of Settlement represent the agreement between the Plaintiffs and EY
reached on November 28, 2012 to resolve in accordance with the terms more particularly
set out herein the actions, causes of action, claims and/or demands, on all counts
howsoever arising and in all jurisdictions, made against EY or which could have been
made concerning any claims related to Sino-Forest Corporation and its affiliates and
subsidiaries, whether or not captured by the “Class” or the “Class Period”, as variously
defined, including the actions (the “Actions”) listed on Schedule “A” hereto (the
“Claims™);

2. The terms of these Minutes of Settlement are binding on the Parties;

3. These Minutes of Settlement are and shall remain confidential, and neither party shall
publicly disclose or include in a court filing the tertns hereof without the prior written -
consent of the other;

4. EY makes no admissions of liability and waives no defences availabie to it with respeet
to the Claims or otherwise;

5. A settlement amount of CDN $117,000,000 (the “Settlement Fund”) shall be paid by EY
in accordance with the applicable orders of the courts (Ontario Superior Court of Justice,
Ontario Superior Court of Justice Commercial List (supervising CCAA judge), Province
of Quebec Superior Court, United States District Court and the United States. Bankrupicy
Court) (“Courts”) on the Effective Date (save for any amounts payable in advatice of the -
Effective Date as set out in paragraph 7), being the date that all requisite approvals and
orders are obtained from the Courts and are final and non-appealable;
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6. The Settlement Fund represents the full monetary contribution or payment of any kind to
be made by EY in settlement of the Claims, inclusive of claims, costs, interest, legal fees,
taxes (inclusive of any GST, HST, or any other taxcs which may be payable in respect of
this settlement), any payments fo Claims Funding International, all costs associated with
the distribution of benefits, all costs of any necessary notice, all costs associated with the
administration of the settlement and any other monetary costs or amounts associated with

the settlement or otherwise;

7. No payment of the Settlement Fund shall be made by EY until all conditions herein and
set out in Schedule B hereto have been met, However, with respect to notice and
administration costs which are incurred in advanece of the Effective Date, as a result of an
Ordei of the Court, the Plaintiffs will incur and pay such costs up to $200,000 (the
“Initial Plaintiffs Costs”), which costs are to be immediately reimbursed from the
Settlement Fund after the Effective Date. EY will incur and pay such motice and
administration costs which are incurred in advance of the Effective Date, as a result of an
Order of the Court, over and above the Initial Plaintiffs Costs up to a further $200,000
(the “Initial EY Costs”). The Initial EY Costs shall be deducted from the amount of the
Settlement Pund payable to the Plaintiffs. Should any costs in excess of the cumulative
amount of the Initial Plaintiffs Costs and the Initial EY Costs, being a total of $400,000,
in respect of notice and administration be inourred prior to the Effective Date, as a result
of an Order of the Court, such amounts are to be borne equally between the Plaintiffs and
EY, which amounts are to be reimbursed or deducted as the case may be from the
Settlement Fund, on the terms set out above in this section. Should the settlement not
proceed, the Parties shall bear their respective costs paid to that time;

8. No further proceedings shall be commenced or continued by the Plaintiffs or their
counsel against EY in respect of any Claims, other than as necessary to complete the
settlement herein,

9. The Plaintiffs agree not to ¢laim from the non-settling defendants in the Actions, that
portion of any damages that corresponds to the proportionate share of liability of EY,
proven at trial or otherwise, such that EY is not further exposed to the Claims;

10. 1t is the intention of the Parties that this settlement shall be approved and implemented in
the Sino-Forest Corporation CCAA proceedings. The settlement shall be conditional
upon full and final releases and claims bar orders in favour of EY and which satisfy and
extinguish all Claims against EY, and without opt-outs, and as contemplated by the
additional terms attached hereto as Schedule B hereto and incorporated as part of these
Minutes of Settlement;

11.  This settlement is conditional upon obtaining appropriate orders from the Ontario
Superior Court of Justice Commercial List (supervising CCAA judge) and the United
States Bankruptcy Court that provide that the payment of the Settlement Fund is in full
satisfaction of any and all claims that could be brought in connection with the claims of
any security holder or creditor of Sino-Forest Corporation, including claims over for
contribution and indemnity or otherwise, howsoever arising in Canada and the United
States;

‘>
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The releases in the Sino-Forest Corporation CCAA proceedings shall include Einst &
Young LLP (Canada) and Emst & Young Global Limited and all member firms thereof,
and all present and former affiliates, partners, associates, employees, servants, agents,
contractors, directors, officers, insurers and successors, administrators, heirs and assigns
of each, but does not include any non-settling defendants in the Actions or their
respective present or former affiliates, partmers, associates, employees, servants, agents,
contractors, directors, officers, insurers or successors, administrators, heirs and assigns of
each in their capacity as officers or directors of Sino-Forest Corporation (“EY Global”).
The releases to be provided to EY by the Plaintiffs shall include EY Global and will
release all Claims of the Plaintiffs’ counsels’ clients in all jurisdictions;

1t is the intention of the Parties that the Settlement Fund shall be distributed in a claims
process satisfactory to the CCAA Court, with a prior claims bar order;

The Parties shall use all reasonable efforts to ‘obtain all Court approvals and/or orders
necessary for the implementation of these Minutes of Settlement, including an order in
the CCAA proceedings granting the plaintiffs appropriate representative status to effect
the terms herein;

If the settlement between the Parties or any terms hereof are not approved by'order(s) of
the applicable Courts fulfilling all conditions precedent in paragraph 10 hereto the
settlement between the Parties and these Minutes of Seftlement are null and void;

These terms shall be further reduced to a written agreement reflecting the terms of the
agreement between the Parties hereto with such additional terms agreed to by the Parties
consistent herewith or as agreed to give efficacy in Quebec and the United States. Should
the Parties be unable to agree on the form of written agreement, the Parties agree to
appoint Clifford Lax as mediator/arbitrator to assist the Parties and his decision as
arbitrator shall be final and binding on the Parties, in accordance with the terms herein
but subject to the terms of Schedule B hereof, and not subject to appeal;

The Parties will agree on a level of disclosure by EY for the purposes of reasonably
assisting in the approval process of the applicable Courts, consistent with the Parties'
obligations under the relevant class proceedings legislation. Should the Parties be unable
1o agree on the level of disclosure after good faith efforts to do so, the Parties agree 10
appoint Clifford Lax as mediator to assist the Parties. If the Parties after mediation are
still unable to reach an agreement, then either Party may terminate the settlement;

Pending the implementation of this settlement, including the distribution of the
Settlement Fund, EY shall advise the plaintiffs of any agreements reached by it with the
Ad Hoc Committee of Noteholders, Sino-Forest, the Litigation Trustee, or counsel or
representatives of any of these parties, to pay any monetary consideration to any of them,

SIGNATURE LINES ON NEXT PAGE
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KOSKIE MINSKY LLP
Lawyers for the Plaintiffs

SISKINDSLLP
Lawyers for the Plaintiffs

PALIARE ROLAND ROSENBERG
ROTHSTEIN LLP
Lawyers for the Plaintiffs

GRIFFIN LLP

Lawyers for Ernst & Young LLP, and on behalf
of Ernst & Young Global Limited and all
member firms thereof
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SCHEDULE “A”

The Trustees of The Labourers’ Pension Fund of Central and Eastern Canada, et al. v,
Sino-Forest Corporation, et al,, Ontario Superior Court of Justice, Court File No. CV-11-
431153-00CP ,

Guining Liu v. Sino-Forest Corporation, et al,, Province of Quebec Superior Court, File
No. 200-06-000132-111

David Leaperd, et al. v. Allen T.Y. Chan, ¢t al., United States New York Southern
District Court, Case Number 1:2012-cv-01726-VM



55
74

SCHEDULE “B”

of ax

Terms and Conditions

Ernst & Young LLP (Settlement with Class

A settlement unilaterally with E&Y will be conditional upon such settlement being made
to a resolution that:

a) is a settiement of all Claims, proceedings and potential claims against E&Y in all
jurisdictions; '

b) reflects approval of appropriate Courts in relevant jurisdictions as described below;
and ’

¢) accordingly must reflect the following elements in a form satisfactofy to E&Y inits
sole discretion, without which E&Y is at liberty to reject the settlement at any time:

L Court Proceedings
(A) CC44
) Plan of Arrangement (in form consented to);
(i)  Final Sanction Order;
(iii) Both Plan and Sanction Order to include:

(a)  a release of E&Y, and all affiliate firms, partners, staff,
agents and assigns for any and all Claims (including cross-
claims and third-party claims), and

()  a claims bar {(must expressly exclude all claims against all
Poyry entities).

(B)  Ontario Class Action

(i) Final Order approving settlement containing satisfactory Pieringer
terms and structure and dismissing action;

() i) above requires:

(a) certification for seitlement purposes with i) class definition
agreeable to B&Y; ii) nofice in all relevant jursidictions

[
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..
(including Canada, U.S., Hong Kong; Singapore and PRC);
and iii) opt-out threshold agreeable to E&Y;
(b) fairness hearing having been held to result in (i).

{C)  Quebec Class Action

4] Final order approving settlement containing satisfactory Pieringer
terms and structure and dismissing action;

(i) ceﬁiﬁcation and settlement approval as in (B).
(D)  U.S. Proceedings including Class Action

) Final order approving settlement containing satisfactory Pieringer
terms and structure and dismissing action;

(i)  certification and settlement approval as in (B).

(iti) Undertaking of Company (Applicant) to bring Chapter 15
proceeding to enforce Canadian CCAA order;

@iv)  final U.S. order, in compliance with U.S. laws, recognizing CCAA
order.

1. Releases and Undertakings

(A)  Full and Final Release and Claims Bar in both CCA4 Plan and final
Sanction Order,

(B)  Full and Final Release from Ontario Class Action Representative Plaintiffs
on their own behalf and in their representative capacities, including an
agreement not to consult or cooperate with any other party in advancing
Claims against E&Y;

(C)  Full and Final Release from Company, directors and officers, noteholders
and others onsatisfactory Pieringer terms and language;

(D)  Agreement from Ontario class counsel and from noteholders’ counsel to
not act for or consult with or assist any plaintifffrepresentative
plaintiff/claimant in respect of any Claim or potential Claim against E&Y
in any jurisdiction;

(E)  Full and Final Release from Quebec Class Action Representative Plaintiffs
on their own behalf and in their representative capacities, including an
agreement not to consult or cooperate with any other party in advancing

Claims against E&Y);
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(H)
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Agreement from Quebec class counsel to not act for or consult with or
assist any plaintiff/representative plaintiff in any jurisdiction;

Full and Final Release from U.S. Class Action Representative Plaintiffs on
their own behalf and in their representative capacities including an
agreement not to consult or cooperate with any other party advancing
Claims against E&Y,; and

Agreement from U.S, class counsel to not act for or consult with or assist
any plaintiffrepresentative plaintiff/claimant in respect of any Claim or
potential Claim against E&Y in any jurisdiction.
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This is- Exhibit “FF” mentioned and
referred to in the affidavit of Charles
Wright, sworn before me in the City
of Toronto, in the Province of
Ontario, this 10™ day of January,
2013

i)
v

A Commissioner, gtc.
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IN THE MATTER OF THE SECURITIES ACT,
R.S.0. 1990, c. 8.5, AS AMENDED

- AND -

IN THE MATTER OF
ERNST & YOUNG LLP

STATEMENT OF ALLEGATIONS

Further fo a Notice of Hearing dated December 3, 2012, Staff of the Ontario Securities

Commission (“Staff”) make the following allegations:

Qverview

1. Emst & Young LLP (“Ernst & Young”) were the auditors of Sino-Forest
Corporation (“Sino-Forest”) between August 2007 and April 2012. During. that time,
they audited the annual consolidated financial statements of Sino-Forest and represented
to its sharcholders that they had performed their audits in accordance with relevant

industry standards. Shareholders invested significant sums in Sino-Forest in reliance on

these financial statements.

2. Ernst & Young, however, failed to conduct their audits in accordance with

relevant industry standards. In particular, as outlined further below, Ernst & Young:

(a) failed to perform sufficient audit work to verify Sino-Forest’s ownership

of its most significant assets;

(by failed to perform sufficient audit work to verify the existence of Sino-

Forest’s most significant assets; and

(c) failed to undertake their audit work on the Sino-Forest engagement with a

sufficient level of professional skepticism.
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3. As the auditors of a publicly traded company, Ernst & Young were required fo
conduct their audits of Sino-Forest’s financial statements in accordance with Canadian
generally accepted auditing standards (“GAAS”). Each of Ernst & Young’s failures to
comply with GAAS in the course of its audits of these financial statements constitutes a
breach of section 78 of the Securities Act, R.S.0. 1990, ¢. 8-3, as amended (the

"Securities Act").

4, In addition, Sino-Forest filed a number of documents with the Ontario Securities
Commission (the “Commission”) which contained Ernst & Young’s representation that
they had conducted their audits in accordance with GAAS. Each of these filings
constitutes a breach of section 122 of the Securities Act by Ernst & Young.

Background

5, Sino-Forest is a reporting issuer in the province of Ontario as that term is defined
in subsection 1(1) of the Securities Act. Sino-Forest represented that it engaged primarily
in the purchase and sale of timber located in the People’s Republic of China (the “PRC”).
Until May 9, 2012, the common shares of Sino-Forest were listed and posted for trading

on the Toronto Stock Exchange.

6. Ernst & Young is a firm of chartered accountants with a head office located in
Toronto, Ontario. It has offices located across Canada, and it is a member firm of Emst

& Young Global Limited, a global accounting organization.

7. Ernst & Young was appointed as the auditor of Sino-Forest on August 16, 2007.
Emst & Young audited the consolidated financial statements of Sino-Forest as at and for

its fiscal years ended December 31, 2007, December 31, 2008, December 31, 2009 and

827
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Statements”, the “2009 Financial Statements” and the “2010 Financial Statements” and

collectively the “Material Financial Statements”).
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8. Between February 2003 and October 2010, Sino-Forest raised approximately US
$3.0 billion through the issuance of equity and debt securities to investors. From 2008
onwards, investors relied on the Material Financial Statements in making the decision to
purchase Sino-Forest's shares and debt securities in both the primary and secondary

markets.

9. Between June 30, 2006 and March 31, 2011, Sino-Forest’s share price increased
from CDN $5.75 to CDN $25.30, an increase of 340%. By March 31, 2011 Sino-Forest’s

market capitalization was well over CDN $6.0 billion,

10.  On June 2, 2011, the share price of Sino-Forest plummeted after a private analyst
made public allegations of fraud against Sino-Forest. On the same day, the Board of
Directors of Sino-Forest established an Independent Committee (the “IC”) “to

independently examine and review the serious and wide-ranging allegations” made in the

analyst’s report,

il. The IC identified a number of areas of Sino-Forest’s business for investigation,
including its ownership of trees and the existence of those trees. The IC prepared and
released three reports concerning its findings, dated August 10, 2011, November 13, 2011
and January 31, 2012 (the “IC Reports”).

12. In the IC Reports, the IC presented its findings regarding the issues of tree
ownership and tree existence. The IC Reports concluded that there was uncertainty
surrounding the legal certainty of Sino-Forest’s claims to a significant proportion of its
reported timber assets, In addition, the IC Reports noted significant obstacles to
verifying the actual existence of the reported timber assets, including an inability to
identify the precise location of the trees which had purportedly been purchased by Sino-

Forest.
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13.  On November 15, 2011, Sino-Forest announced that it would defer the release of
its interim filings for the third quarter of 2011, Sino-Forest has not filed these interim

filings with the Commission.

14.  On January 10, 2012, Sino-Forest took the unusual step of issuing a press release

cautioning that its historic financial statements and related audit reports should not be

relied upon,

15.  Sino-Forest was required to file its consolidated financial statements for the year
ended December 31, 2011 (the 2011 Financial Statements”) with the Commission by
March 30, 2012, On that day, Sino-Forest initiated proceedings in the Ontario Superior
Court of Justice requesting protection from its creditors. Sino-Forest has not filed the

2011 Financial Statements with the Commission.

16.  On April 4, 2012, Ernst & Young resigned as the auditor of Sino-Forest. In the
Change of Auditor Notice dated April 13, 2012, Sino-Forest repeated the caution that its
histotie financial statements and related audit reports should not be relied upon, The

Change of Auditor Notice did not name a successor auditor.

17.  OnMay 22, 2012, Staff issued a Statement of Allegations naming Sino-Forest and
six members of its executive management team (the “Sino-Forest SOA”). The Sino-
Forest SOA alleged that five of the named members of Sino-Forest's executive
management team, including the Chairman and Chief Executive Officer “engaged in a
complex fraudulent scheme to inflate the assets and revenue of Sino-Forest and made
materially misleading statements in Sino-Forest’s public disclosure record related to its

primary business”.

The Purported Bﬁsiness of Sino-Farest

i8.  The majority of Sino-Forest’s reported business involved the purchase and sale of
trees which were categorized on its balance sheet as “Timber Holdings” and commonly

referred fo as “Standing Timber”.

829



63

19.  Standing Timber was purportedly purchased, held and sold by Sino-Forest
through two distinct legal structures or models: the British Virgin Islands Model (the
“BY] Model”) and the Wholly Foreign-Owned Enterprises Model (the “WFOE Model").

20. In the BVI Model, Sino-Forest’s purported purchases and sales of Standing
Timber were conducted using wholly owned subsidiaries of Sino-Forest incorporated in
the British Virgin Islands (the “BVI Subsidiaries”). The BVI Subsidiaries purported to
enter into written purchase contracts with suppliers located in the PRC (the “Purchase
Contracts”) and then purported to enter into written sales contracts with customers called

“authorized intermediaries” also located in the PRC (the “Sales Contracts”).

21. In the WFOE Model, Sino-Forest used subsidiaries incorporated in the PRC
called Wholly Foreign-Owned Enterprises (“WFOEs”) to acquire, cultivate and sell the
Standing Timber. The Sino-Forest WFOEs also entered into purchase contracts and sales

contracts with other parties in the PRC.

22, Sino-Forest purported to conduct the majority of its business through the BVI
Model. At December 31, 2010, Sino-Forest reported total Timber Holdings of US $3.1
billion comprising 799,700 hectares. Approximately US $2.5 billion or approximately
80% of the total value of the Timber Holdings were purportedly held in the BVI Model,
comprising épproximately 467,000 hectares of Standing Timber.
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23.  Between 2007 and 2010, reported revenue from the BVI Model totalled US $3.35
billion, representing 94% of Sino-Forest’s reported Standing Timber revenue and 70% of
Sino-Forest’s total revenue. The significance of the revenue from the BVI Model is

demonstrated in the following table:

US § (millions)
2007 2008 2009 2010 Total

———

BVI Mode! Revenue 5014 644.9 882.1 1,326.0 13,3544
WFOE Model Revenue 20.1 40.5 72.1 752 207.9
Standing Timber Revenue 521.5 6854 9542 1,401.2 3,562.3
Total Revenue 713.9 8960 12382 1,923.5 4,771.6

BVI Model as % of Total Revenue  70% _ 72% 1% 69%  70%

Ernst & Young’s Obligations as Auditor

24,  As a reporting issuer, Sino-Forest was required by section 78(1) of the Securities
Act to file its annual consolidat'ed financial statements with the Commission. Sino-Forest
filed its 2007 Financial Statements on March 18, 2008, its 2008 Financial Statements on
March 16, 2009, its 2009 Financial Statements on March 16, 2010 and its 2010 Financial

Statements on March 15, 2011.

25.  As the auditor of a reporting issuer, Ernst & Young was required by section 3 of
National Instrument 52-107 — Acceptable Accounting Principles and Auditing Standards,
and by sections 78(2) and 78(3) of the Securities Act fo audit the Material Financial
Statements in accordance with GAAS and to prepare an auditors’ report {o accompany

the financial statements.

76. Each of the Material Financial Statements was accompanied by an auditors’
report, prepared by Ernst & Young, addressed to the shareholders of Sino-Forest (the
“Auditors’ Report”). In each Auditors’ Report, Ernst & Young represented that it had
conducted its audits in accordance with GAAS. The Auditors’ Reports relating to the
Material Financial Statements were dated March 12, 2008, March 13, 2009, March 15,
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2010 and March 14, 2011 and were filed with the Commission along with the Material

Financial Statemenis,

27.  In addition, Sino-Forest filed two short form prospectuses wit_h the Commission
dated June 1, 2009 and December 10, 2009 (the “Short Form Prospectuses”). The Short
Form Prospectuses incorporated by reference the 2008 Financial Statements accompanied
by the relevant Auditors’ Report. In aﬁdition, in letters addressed to and filed with the
Commission along with the Short Form Prospectuses (the “Prospectus Consent Letters”),
.Emst & Young consented to use of their Auditors’ Report by Sino-Forest and further
stated that they had “no reason to believe that there are any misrepresentations” contained

in the relevant Auditors’ Report.

Generally Accepted Auditing Standards

28. - As set out in GAAS, an auditor’s objective is to identify and assess the risks of
material misstatement, whether due to fraud or error, in an entity’s financial statements.
An auditor can achieve this objective by understanding the entity and its environment,
including the entity’s internal controls. This understanding provides the auditor with a

basis for designing and implementing responses to the assessed risks.

(@)  Sufficient Audit Evidence Required

29.  GAAS requires auditors to obtain reasonable assurance that the entity’s financial
statements are free from material misstatements. . Reasonable assurance is a high level of
assurance. It is achieved when the auditor has obtained sufficient appropriate audit
evidence to reduce audit risk to a low level and to provide a reasonable basis to support

the content of the audit report. The sufficiency of the audit evidence gathered by the

auditor is influenced by the level of materiality set for the audit and the level of risk.

associated with the audit.

30, The sufficiency and the appropriateness of the audit gvidence gathered by the

auditor are interrelated. Sufficiency is the measure of the quantity of the audit evidence.
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The quantity of the audit evidence needed is affected by the auditor’s assessment of the
risks of misstatement. That is, the higher the assessed risks, the more audit evidence is
likely to be required. The quantity of audit evidence needed is also affected by the
quality of the audit evidence. That is, the higher the quality of the audit evidence, the less

audit evidence may be required.

31.  Obtaining more audit evidence, however, may not compensate for its poor quality.
. Appropriateness is the measure of the quality of the audit evidence; that is its relevance
and its reliability in providing support for the conclusions on which the auditor’s opinion
is based. The reliability of the audit evidence is influenced by its source and by its

nature, and is dependent on the circumstances in which it is obtained.

(b))  Professional Skepticism Required

32.  GAAS requires auditors to plan and perform their audits using professional
skepticism, recognizing that circumstances may exist that cause the financial statements
to be materially misstated. Professional skepticism requires a questioning attitude which
is alert to conditions which may indicate possible misstatement due to error or fraud,

Professional skepticism requires an auditor to conduct a critical assessment of the audit

evidence,

33, Professional skepticism requires the auditor to be alert to, amongst other things:
(a)  audit evidence that contradicts other audit evidence obtained;

(b)  information that brings into question the reliability of documents and

responses to inquiries;
(¢}  conditions that may indicate possible fraud; and

(d)  circumstances that suggest the need for additional audit procedures in

addition to those required by minimum written professional standards,
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Ernst & Young’s Failures to Meet Generally Accepted Auditing Standards

34, Emst & Young failed to comply with GAAS by failing to obtain reasonable

assurance that the Material Financial Statements were not materially misstated.

35, In particular, Ernst & Young failed to obtain sufficient appropriate audit evidence
with respect to the ownership and existence of the Standing Timber that Sino-Forest
purported to hold through the BV1 Model (the “Purported Assets”).

36.  In addition, Ernst & Young failed to exercise sufficient professional skepticism
when conducting the audits of the Material Financial Statements. This contributed to the
failure to obtain sufficient appropriate audit evidence with respect to the ownership and

existence of the Purported Assets.

A, Failure to Adequately Address Ownership of Timber

37.  The audit procedures performed by, and the audit evidence obtained by Ernst &
Young with respect to Sino-Forest’s ownership of the Purported Assets, were deficient in

a number of respects.

@) Flawed Purchase Contracts

38.  One of the audit procedures that Ernst & Young performed relating to the
ownership of the Purported Assets was a review of all of the Purchase Contracts entered
into by Sino-Forest for each fiscal year that it audited. Ernst & Young understood that all
of Sino-Forest’s Purchase Contracts had been prepared by Sino-Forest from a common

template, The Purchase Contracts, however, had two significant deficiencies.

39,  To begin, the Purchase Contracts referred to four appendices, titled Stock Volume
Report, Resources-Quality Survey Report (the “Survey Report™), Villagers’ Letter of
Authorization and Decision (the “Villagers’ Letters”) and Certificate of Forest

Proprietorship (the “Certificates”).
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40.  The Villagers® Letters authorized the seller to sell the timber rights set out in the
Purchase Contract. The Certificates reflected the contents of the official PRC
government registers concerning ownership of the rights to the relevant timber. Ernst &

Young never obtained either the Villagers’ Leters or the Certificates.

41.  The second deficiency was that the specific location of the Purported Assets was

not cleatly delineated in either the Purchase Contract or aiy of its available appendices.

43, Both of these deficiencies should have prompted Ernst & Young to make further
inquiries of Sino-Forest management and to perform further audit procedures relating to
Sino-Forest’s ownership of the Purportéd Assets. In particular, Ernst & Young failed to
make further inquiries concerning the two missing appendices, and failed to take steps to
understand the process used by Sino-Forest management to precisely identify the location

of the Purported Assets,

43.  In addition, Ernst &Young failed to consider that all of the Survey Reports had

been prepared by the same survey firm, even though the areas purportedly surveyed were

widely scattered throughout the PRC. This unusual circumstance should have prompted

Ernst & Young to perform further procedures regarding the source and reliability of the

surveys.

(i)  Flawed Legal Opinion

44,  Ermst & Young failed to obtain a sufficient understanding of the legal basis of
Sino-Forest’s claim to the Purported Assets. During the audit of the 2007 Financial
Statements, Ernst & Young asked Sino-Forest to obtain a legal opinion prepared by
~ Jingtian & Gongchen Attorneys at Law (“Jingtian”). Jingtian were Sino-Forest’s
corporate counsel located in the PRC. Jingtian prepared an opinion dated March 10,
2008 addressed to Sino—Forést (the “Jingtian Opinion”) which was provided to Ernst &

Young for its review.
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45.  The Jingtian Opinion discussed the legal regime relating to forestry assets located
in the PRC and evaluated the nature and status of Sino-Forest’s legal claim to ownership
of the Purported Assets. FErnst & Young had seclected the representative Purchase

Contract that was sent to Jingtian for its review in preparing the Jingtian Opinion.

46.  Emst & Young failed to appreciate and respond to the limitations of the Jingtian
Opinion. In particular:

(2)  Ernst & Young failed to consider the fact that it had never obtained copies
of the Villagers’ Letters or the Certificates for any Purchase Contract; and

(b)  Ernst & Young failed to consider the implications of, or make further
inquiries concerning, the disclaimer contained in the Jingtian Opinion that
the Villagers’ Letters and the Certificates had not been reviewed by

Jingtian.

47.  The Jingtian Opinion did discuss the status of the Certificates in the PRC legal
regime. It noted that the PRC forestry authorities were reporting significant delays and
backlogs in the production of the new form of these Cerﬁﬁcatcs. The Jingtian Opinion
went on to report, however, that back in 2002 the PRC authorities had predicted that such
Certificates would become available beginning in approximately 2004. Ernst & Young
failed to follow up on this statement and failed to inquire why the new Certificates were

not available by the time the Jingtian Opinion was produced in 2008.

48, Frnst & Young failed to make further inquiries of Sino-Forest management
concerning the absence of both the Villagers” Letters and the Certificates from the
Purchase Contracts and failed to perform appropriate additional audit procedures relating
to Sino-Forest’s ownership of the Purported Assets, In particular, and given that Ernst &

Young had reviewed copies of Certificates that had been issued for timber acquisitions
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Certificates relating to the Purported Assets and failed to obtain independent audit

evidence to support the absence of the Certificates.

49.  Further, given that the Jingtian Opinion had described anticipated changes in the
PRC’s legal regime relating to timber assets, Ernst & Young failed to obtain an updated
independent legal opinion for the audits of the 2008, 2009 and 2010 Financial Statements
specifically addressing Sino-Forest’s ownership of the Purported Assets and the current

status of the Certificates in the PRC legal system.

B. Failure to Adequately Address Existence of Timber

50.  Ernst & Young failed to perform sufficient appropriate audit procedures to verify
the existence of the Purported Assets. Ernst & Young recognized that several aspects of
Sino-Forest’s business resulted in higher inherent risks relating to the existence of the

Purported Assets, but they failed to adequately respond to these risks.

51.  Inparticular, Sino-Forest did not make direct cash payments for the acquisition of
the Purported Assets. Rather, the payments that Sino-Forest should have received from
its customers were immediately applied towards the purported purchase of further timber
assets. This increased the risks surrounding the audit of the Purchase Contracts as there

were no cash transfers that could be traced and verified.

() - Limited Site Visits

52,  Ernst & Young performed only very limited site visits to inspect the Purported
Assets, which were represented to be widely scattered throughout the PRC. The audit
procedures that Ernst & Young performed in connection with these site visits were both
insufficient and inappropriate to respond to the identified risks relating to the existence of

the Purported Assets.
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(i)  Inappropriate Reliance on Valuations

53.  Sino-Forest engaged Pyry Forest Industry Ltd. (“Poyry”) to prepare periodic
valuations of its Timber Holdings. Ernst & Young inappropriately relied on Poyry’s

valuation work in obtaining assurance of the existence of the Purported Assets.

54,  GAAS sets out explicit requirements to be met when an auditor places reliance on
work performed by another entity in the course of an audit. Ernst & Young failed to meet
these requirements in placing reliance on Poyry’s v&}uatioﬁ work when assessing the

existence of the Purported Assets, as set out below,

55,  Ernst & Young was not involved in Poyry’s process of selecting the plantations to
sample, the determination of the location of the sampled plantations or in the counting or
measuring of the trees. Emst & Young did attend with Poyry staff during a small number
of Poyry’s plantation site visits. During these visits, Ernst & Young staff observed Poyry

staff’s activities.

56.  Ernst & Young failed, however, to perform any independent audit procedures to
ensure that the plantations visited by Poyry were owned by Sino-Forest or that the
location and dimensions of the sites visited corresponded with the extent of the Purported

Assets reported by Sino-Forest,

57.  Further, the valuation reports produced by Poyry contained a clear disclaimer that
they should only be relied on by Sino-Forest for its own valuation purposes. Ernst &
Young, therefore, placed inappropriate reliance on Poyry’s work in its attempt to verify

the existence of the Purported Assets.

58,  Some of these limitations were acknowledged by Ernst & Young_ staff in the
course of performing their audits of the Material Financial Statements but were never
adequately addressed. For example, in an e-mail exchange between the members of

Ernst & Young’s audit team, one auditor posed the question “ThJow do we know that the
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trees that Poyry is inspecting (where we attend) are actually trees owned by the
company? E.g. could they show us trees anywhere and we would not know the
difference?” Another auditor answered “I believe they could show us trees anywhere and

we would not know the difference...”.

C. Insufficient Skepticism

59.  Finally, Ernst & Young failed to conduct its audits of the Material Financial

Statements with a sufficient level of professional skepticism.

60,  As outlined above, Ernst & Young failed to adequately respond to a number of
unusual facts and findings that came to its attention in the course of conducting the audits
of the Material Financial Statements. These facts and findings should have caused Ernst
& Young to treat the representations of Sino-Forest management with greater caution and
to perform additional audit procedures and to obtain additional evidence from

independent sources,

D. Failure to Properly Structure the Audit Team

61. The failures outlined above were facilitated by Ernst & Young's failure fo
properly structure its Sino-Forest engagement team. Many Sino-Forest source documents
were produced only in Chinese, including the Purchase Contracts, the Sales Contracts and
the Jingtian Opinion. Ernst & Young, however, failed to have these and other key

documents translated into English,

62.  Ernst & Young’s audit team comprised both Chinese speaking and non-Chinese
speaking staff. Several of the senior partners involved in the audits of the Material

Financial Statements, however, were unable to read or speak Chinese,

63. Emst & Young’s non-Chinese speaking staff relied on its Chinese speaking staff

to provide informal translations of important source documents, As a result, the non-
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Consequences of Ernst & Young’s Failures

64. Emst & Young’s failures to comply with GAAS, as outlined above, led them to
overlook or discount significant flaws in Sino-Forest’s assertions relating to the
ownership and existence of the Purported Assets. The Purported Assets constituted the
vast majority of Sino-Forest’s assets and produced nearly all of its reported revenue,
Erst & Young’s lack of diligence in these areas therefore resulted in significant negative

consequences for Sino-Forest’s sharcholders.

Breaches of Ontario Securities Law

65.  Each of Ernst & Young’s failures to meet GAAS in the course of its audits of
each of the Material Financial Statements constitutes a breach of sections 78(2) and 78(3)

of the Securities Act.
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66,  Each of Ermst & Young’s representations contained in each of the Auditors’
Reports, which were repeated in each of the Prospectus Consent Letters, that the audits of
the Material Financial Statements had been conducted in accordance with GAAS,
constitutes a materially misleading a statement contrary to section 122(1)(b) of the

Securities Act,

67.  In addition, the audit failures of Emst & Young outlined above were contrary to

the public interest.

68.  Staff reserve the right to make such other allegations as Staff may advise and the

Commission may permit.

DATED at Toronto, Ontario, this 3rd day of December, 2012,
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I, ERIC J. ADELSON, of the City of Toronto, in the Province of Ontario, MAKE
OATH AND SAY:

1. I am the Senior Vice President, Secretary, and Head of Legal of Invesco Canada

Ltd. (“Invesco™) and as such I have personal knowledge of the matters to which I depose

in this affidavit.

2, Tnvesco was established in 1981 and is one of Canada’s leading investment
management companies, with approximately $24 billion in asseis under management.
Invesco’s parent company, Invesco Ltd,, is a leading independent global investment

manager with approximately $680 billion in assets under management.

3. I respectfully submit this affidavit in support of Invesco’s and the other
Objectors’’ objections to the proposed settlement between the plaintiffs (“Ontario
Plaintiffs”) in the Labourers’ Pension Fund of Central and Eastern Canada v. Sino-
Forest Corporation, Court file No, 11-CV-431153CP (“Class Action”) and Emst &

Young LLP and its related entities (“E&Y”) (the “E&Y Seitlement™).

4, I also respectfully submit this affidavit in support of the motion by Invesco under

Rule 10.03 of the Rules of Civil Procedure for relief from the binding cffect of a
Representation Order and a Settlement Approval Order in the event this Court appoints
the Ontario Plaintiffs as representatives of all Securities Claimants and grants the

proposed Settlement Approval Order.

Obieetions to the E&Y Setflement

5. Invesco objects to the E&Y Settlement as follows:

 'Invesco Canada Ltd., Northwest & Ethical Investments L.F, Comité Syndical National de Retraite
Biétirente Inc., Matrix Asset Management Ine., Gestion Férique and Montrusco Bolton Investments Inc,
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Tt was improper for the Ontario Plaintiffs to have traded away the opt out
rights of class members in this Class Action, or to have rendered such opt
out rights illusory, by agreeing to provide a full and final release under
Article 11.1 (“Release”) of the Plan of Compromise and Reorganization
(“Plan”) of the claims of Securities Claimants (as defined in Schedule A of
the proposed order) against B&Y in this Companies’ Creditors
Arrangement Act (“CCAA™) proceeding, in return for what the Ontario
Plaintiffs’ counsel believe to be a “substantial p;emium” amount to be paid

by E&Y into the proposed Settlement Trust;

it is improper for the Ontario Plaintiffs to seek, and it would be improper
for the Court to approve, any settlement and any release of Securities
Claimants’ claims against E&Y, in this CCAA proceeding, under the

present circumstances;

it is improper for the Ontario Plaintiffs to seek, and it would be improper
for the Court to approve, any settlement of class members’ claims against
E&Y in this Class Action without either (a) excluding the persons who
opted out in response to the- Poyry notice if the PSyry opt out procedure is

found fo have been proper, or (b) providing for certification, notice, and

‘opt out rights to Securities Claimants in connection with this settlement —

and in either case assuring that any such opt outs are not illusory by virtue

of any Releases as described above;
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d) it is improper and belated for the Ontario Plaintiffs to seek, and it would be
improper for the Court to approve, the requested representation order in

connection with the Release and settlement described above;

e} it is improper for the Ontario Plaintiffs to present, and it would be
improper for the Court fo consider and approve, the E&Y Settlement in
instalments, particularly in the absence of any plan for distributing any

| funds 'deposited. in the prop'o.sed' Settleﬁent Tﬁst, In the absence of a
distribution plan, the Objectors cannot evaluate the sufficiency of the E&Y

settlement consideration; and

f) the Objectors reserve the right to supplement these grounds in response o

further information emerging in these proceedings.

Attached hereto and marked as Exhibit “A” is the Notice of Objection of Invesco dated

January 17, 2013.

6. Invesco caused mutual funds managed by it (“Funds”™) to purchase a large amount
of Sino-Forest shares during the class period. Those Funds held those shares on June 2,
2011, and suffered substantial losses. Iand others at Invesco were aware of the ensuing
class litigation and knew Invesco was an absent class member in the Class Action. We
were also aware that Sino-Forest sought CCA4 protection, but we did not anticipate that
the apparently routine activity in the CCAA4 proceedings would affect Invesco’s rights as
against E&Y and other defendants in the Class Action, other than as against Sino-Forest

and its subsidiaries and perhaps against the company’s directors and officers to some

extent.
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7. Invesco retained Kim Orr Barristers P.C. (“Kim Orr”) in mid-November 2012 '

wheﬂ it appeared that upcoming events in the Sino-Forest CCA4 proceedings might affect
investors’ rights. However, I did not see anything in the CCAA4 proceedings that could or
would imperil Invesco’s right to proceed separately against B&Y or any other “third-party
_defendants” if Invesco determined that such a course of action would be prudent once a
class was certified or a settfement was proposed, because I believed that opt out rights

would be provided as a matter of normal procedure in the Class Action.

8. I believe that there was nothing in the pre-December 3, 2012 versions of the Plan
which raised concem at Invesco, In fact, the November 28, 2012 version of the Plan
preserved under Article 7.5 the equity Class Action claims against third-party defendants,

Attached as Exhibit “B” is a true copy of the November 28, 2012 Plan,

9, On December 3, 2012, Class Counsel announced that a settlement had beeﬁ
entered into with E&Y, whereby E&Y would pay $117 million info a Settlement Trust
formed as part of the CCAA proceedings, in return for release of all claims that could be
advanced against E&Y by any person in connection with Sino-Forest. Also on Deceml;er
3, 2012, an amended Plan was filed. For the first time in the CCA4 procecdings, Article
11 of this Plan contained a so called “framework” for settlement of claims against third-
party defendants, including specific provisions concerning the settlement by and Releases
for B&Y, and also allowing Named Third Party Defendants to avail themselves of similar

provisions for unspecified setilements and Releases in the future.

10.  The disclosures of the proposed E&Y Settlement and the Plan “framework” in
early December 2012 caused me to have grave concemns about the direction of these

proceedings, about the preservation of investors’ opt out rights as against E&Y and other
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third-party defendants, and ultimately about investors’ ability to obtain a fair adjudication

of the merits of their claims against E&Y and other third-party defendants,

11. I previously submitted my affidavit in this CCAA proceeding, sworn on December
6, 2012, requesting an adjournment of the application before the Court at that time and
offering preliminary reasons for objecting to the Plan’s Release provisions. As I stated af
paragraph 10 of my December 6, 2012 affidavit, the Ontario Securities Commissions
(“OSC™) issued a Statement of Allegations against E&Y on December 3, 2012, alleging
that Eéz;Y had failed to comply with Generally Acceptable Auditing Standards in
connection with its audits of Sino-Forest’s financial statements.? Attached hereto and

marked as Exhibit “C” is a real and true copy of my affidavit sworn Decernber 6, 2012.

12.  Since that time, the events that have unfolded have deepened my objections to the
Plan, which this Court subsequently sanctioned in the Order of Justice Morawetz dated
December 10, 2012, and to the E&Y Settlement, ‘which is now before this Court for

review in both the CCAA and Class Proceedings Act, 1992 (“CPA”) contexts.

13.  The statements I made in my December 6, 2012 affidavit remain valid, and I

respectfully adopt them in support of Invesca’s objections.

14,  expressed concerns, in paragraph 135 of my December 6, 2012 affidavit, that the
Plan “framework” might have been devised to allow E&Y to “bind investors to [a]
settlement without giving them the opportunity to opt out and pursue their claims on the

merits outside the Class Action.”

? Qtatement of Allegations against Ernst & Young by the Ontario Securities Commission dated December 3,
2012, Plaintiffs Motion Record (Returnable February 4, 2013}, Tab FF, at p. 825,
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15.  This Court, in its Endorsement denying Invesco’s request to adjourn the Sanction
Hearing dated December 10, 2012, determined that such concerns were premature and
should be addressed in connection with a later motion for approval of the scttlement with
E&Y.® That time has now arrived. It appears to me that my previouély expressed
_concerns were and are wholly valid, Invesco accordingly renews its strenuous objection

and opposition to approval of this settlement.

16. T have not seen anything to indicate that either the “framework” or the Minutes of
Settlement between the Ontario Plaintiffs and E&Y was or is necessary for the remainder

of the Plan to be implemented.

17.  Invesco was also mindful that Class Counsel had reached'a proposed settlement
with Poyry (Beijing) Consulting Company Ltd (“Poyry”), one of the defendants in the
Class Action, on March 20, 2012, and that January 15, 2013, was the opt out deadline
established by the class action court in commection with that settlement. Invesco
determined to opt out, inasmuch as we were not satisfied with Class Counsel’s
representation of our interests as a class member. A true copy of Invesco’s opt out form

without Invesco’s trading records is attached as Exhibit “D”.

18. It appeared to us that the POyry opt out procedure might involve a “Catch 227
provision -- if we opted out fo pursue our remedies individually, we might be giving up
our ability to share in any settlement proceeds, but the proposed full Release of E&Y
might prevent us from seeking remedies on our own, thus making the opt out right

illusory. Accordingly, in an effort to avoid such a trap, our opt out form states that:

3 Plan Sanction Endorsement dated December 10, 2012, Plaintiffs Motion Record (Returnable February 4,
2013), Tab El, at p. 215-216 at paras, 20, 22.25,
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This opt-out is submitted on condition that, and is intended to
be effective only to the extent that, any defendant in this
proceeding does not receive an order in this proceeding, which
order becomes final, releasing any claim against such
defendant, which includes a claim asserted on an opt-out basis
by Invesco Canada Ltd. Otherwise this opt out right would be
wholly illusory.

19. 1 believe that lfollowing the sanction hearing, Class Counsel disseminated a
memorandum in which they openly stated they “believe that E&Y paid a substantial
premium in order to be released from all claims through the Insolvency Proceeding.”
Attached hereto and marked as Exhibit “E" is a true copy of the Memorandum by
Siskinds LLP to institutional investors dated December 31, 2012, That Memorandum
incorrectly stated that Invesco “jgnored” an invitation to discuss the B&Y Seitlement with
l Class Counsel; in fact, I had gone out of town for the holidays by the time that invitation
was extended. Furthermore, on January 11, 2013, Invesco participated in a teleconference
with Class Counsel on a without prejudice basis.

20.  As stated at paragraph 16 of my December 6, 2012 afﬁdavit, Invesco does not
view the Ontario Plaintiffs and Class Counsel, with whom it has no direct relationship, as
authorized to represent its interests in connection with Sino-Forest and/or E&Y. Invesco
never instructed Class Counsel to bargain away Tnvesco’s right to opt out of the Class

Action,

21. Invesco views the grant of no-opt-out Releases to third-party defendants to

constitute a misuse of the CCAA process.

99 On January 11, 2013, Invesco’s concermns about the misuse of the CCAA to grant

third-party defendants no-opt-out Releases were reinforced when it was announced that
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Allen Chan, alleged by the OSC to have committed fraud in connection with Sino-Forest?,
was added as a Named Third Party Defeﬂdant and thus became eligible to receive a
Release under Article 11.2 of the Plan without opt outs. Attached as Exhibits “F”, “G”
and “H” are the letters from Jennifer Stam to the Service List da;:ed January 11, 2013, the
response from Kim Orr, dated January 11, 2013, and the reply dated January 12, 2013,
respectively.

23,  Under the present circumstances, Invesco is unable to assess the adequacy and

fairness of the proposed settlement amount offered by E&Y:

a) Tnvesco and its counsel have not been provided access to any documents
relating to E&Y’s audit work at Sino-Forest, I believe that Class Counsel

has not had full access to such documents either;

b) investigations by the OSC and the RCMP into B&Y’s audit work at Sino-
Forest have not been completed and the results have not been reported {0
the public;

c) the amount of insurance coverage available to E&Y with respect to its

audit work for Sino-Forest has not been publicly disclosed; and,

d) it is not yet cstablished whether E&Y or its agents had knowledge that
Sino-Forest’s public representations (including its financial statements)
concerning the company’s assets and business operations were materially

false, or whether those parties were reckless in not recognizing those facts.

4 giatement of Allegations issued against Sino and ceriain officers and directors issued by the Ontario
Securitics Commission dated May 22, 2012, Plaintiffs Motion Record (Returnable February 4, 2013), Tab

EE, at p. 786.
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24, Approval of the E&Y Settlement in these circumstances would send a signal to
publicly listed companies, professional service firms, and other third parties that may be
accused of securities fraud, that the CCAA4 process can be used by them to procure
settlements and Releases of the ciaims against them without providing opt out rights to

injured investors.

Ontario Plaintiffs Should Not Be Appointed as Representatives

25 The Ontario Plaintiffs and Class Counsel should not be appointed under Rule 10
of the Rules of Civil Procedure to represent Tnvesco and the other Objectors represented

by Kim Orr.  Kim Orr already represents our interests.

26. The Ontario Plaintiffs and Class Counsel previously sought to represent class

members in the CCAA proceeding, but that motion was never granted.

27 1 do not believe that the Ontario Plaintiffs and Class Counsel have properly
represented Invesco’s interests in this matter, and in fact they have acted contrary to our

interests, as described above.

28.  The fact that Class Counsel believe that the proposed settlement consideration
includes a “substantial premium” attributable to the negation of opt out rights also leads
me to conclude that Class C;ounsel are in a conflict position with investors who seek fo
opt out, in that Class Counsel will seck an award of class counsel fees based on a
percentage of the overall settlement consideration, which reportedly includes a p;emiu'm
reflecting loss of our opt out rights. Attached as Exhibit “T” is, to the best of my

knowledge and belief, an excerpt from a true copy of Contingency Fee Joint Retainer
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Agreement between the Ontario Plaintiffs and Class Counsel signed in July and August
2012,
29.  The Ontario Plaintiffs’ represcntation request is particularly misguided in that it

seeks to vest authority in Class Counsel retroactively, to provide a veneer of regularity

‘over a previously negétiéted settlement to which Invesco in fact objects.

Order Requested

30.  Invesco respectfully requests that this Court dismiss the motion fo approve the

E&Y Settlement.

31.  In the alternative, Invesco respectfully requests that relief from the binding effect
of the Representation Order and Settlement Approval Order be granted to Invesco and the

other Objectors represented by Kim Orr.

SWORN before me at the City of )
Totonto, in the Province of Ontario, )
this 18™day of January, 2013.

Y

017

“A Commissioner for taking affidavits. ERIC J. ADELSON
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This is Exhibit “B” to the affidavit of Eric J. Adelson,
sworn before me at the City of Toronto, in the Province
of Ontario, this_{£ ™day of January, 2013.

e

A Commissioner for taking affidavits.

022



88

023

Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
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treated as Affected Creditor Claims in the manner described in section 4,1 hereof
and released pursuant to section 7.1(b) hereof;

6 the Subsidiarics from their respective indemnification obligations (if any) to
Directors or Officers of the Subsidiaries that relate to the ordinary course
operations of the Subsidiaries and that have no connection with any of the matters
listed in section 7.1(g) hereof; '

a4) SEC or the Directors and Officers from any Insured Claims, provided that
recovery for Insured Claims shall be irrevocably limited to recovery solely from
the proceeds of Insurance Policies paid or payable on behalf of SFC or its
Directors and Officers in the manner set forth in section 2.4 hereof;

(k)  insurers from their obligations under insurance policies; and
)} any Released Party for fraud or criminal conduct.

7.3  Injunctions

All Persons are permanently and forever barred, estopped, stayed and enjoined, on and
after the Effective Time, with respect fo any and all Released Claims, from (i) commencing,
conducting or continuing in any manner, directly or indirectly, any action, suits, demands or
other procecdings of any nature or kind whatsoever (including, without limitation, any
proceeding in a judicial, arbitral, administrative or other forum) against the Released Parties; (ii)
enforcing, levying, attaching, collecting or otherwise recovering or enforcing by any manner or
means, directly or indirectly, any judgment, award, decree or order against the Released Parties
or their property; (iii) commencing, conducting or continuing in any manner, directly or
indirectly, any action, suits or demands, including without limitation, by way of contribution or
indemnity or other relief, in common law, or in equity, breach of trust or breach of fiduciary duty
or under the provisions of any statute or regulation, or other proceedings of any nature or kind
whatsoever (including, without limitation, any proceeding in a judicial, arbitral, administrative or
other forum) against any Person who makes such a ‘claim or might reasonably be expected to
make such a claim, in any manner or forum, against one or more of the Released Parties; (iv)
creating, perfecting, asserting or otherwise enforcing, directly or indirectly, any lien or
encumbrance of any kind against the Released Parties or their property; or (v) taking any actions
to interfere with the implementation or consummation of this Plan; provided, however, that the
foregoing shall not apply to the enforcement of any obligations under the Plan.

7.4  Timing of Releases and Injunctions

All releases and injunctions set forth in this Article 7 shall become effective on the Plan
Implementation Date at the time or times and in the manner set forth in section 6.4 hereof.

7.5  Equity Class Action Claims Against the Third Party Defendants

Notwithstanding anything to the contrary in this Plan, any Class Action Claim against the
Third Party Defendants that relates to the purchase, sale or ownership of Existing Shares or
Equity Tnterests: (a) is unaffected by this Plan; (b) is not discharged, released, cancelled or barred

W5Legah04 874410008 718402645%1
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pursuant to this Plan; (c) shall be permitted to continue as against the Third Party Defendants; (d)
shall not be limited or restricted by this Plan in any manner as to quantum or otherwise
(including any collection or recovery for any such Class Action Claim that relates to any liability
of the Third Party Defendants for any alleged liability of SFC); and (e) does not constitute an
Equity Claim or an Affected Claim under this Plan.

ARTICLE 8§
COURT SANCTION

81 Application for Sanction Order

If the Plan is approved by the Required Majority, SFC shall apply for the Sanction Order
on or before the date set for the hearing of the Sanction Order or such later date as the Court may

set,
8.2 Sanction Order
The Sanction Order shall, among other things:

(@  declare that: (i) the Plan has been approved by the Required Majority in
conformity with the CCAA; (ii) the activities of SFC have been in reasonable
compliance with the provisions of the CCAA and the Orders of the Court made in
this CCAA Proceeding in all respects; (iit) the Court is satisfied that SFC has not
done or purported to do anything that is not authorized by the CCAA,; and (iv) the
Plan and the fransactions contemplated thereby are fair and reasonable;

(b)  declare that the Plan and ail associated steps, compromises, releases, discharges,
cancellations, transactions, arrangements and reorganizations effected thereby are
approved, binding and effective as herein set out as of the Plan Implementation
Date;

(¢}  confirm the amount of each of the Unaffected Claims Reserve, the Administration
Charge Reserve and the Monitor’s Post-Implementation Reserve;

(d) declare that, on the Plan Implementation Date, all Affected Claims shall be fully,
finally, irrevocably and forever compromised, released, discharged, cancelled and
barred, subject only to the right of the applicable Persons to receive the
distributions to which they are entitled pursuant to the Plan;

(¢}  declare that, on the Plan Implementation Date, the ability of any Person to
proceed against SFC or the Subsidiaries in respect of any Released Claims shall
be forever discharged and restrained, and all proceedings with respect to, in
connection with or relating to any such matter shall be permanently stayed;

6] declare that the steps to be taken, the matters that are deemed to occur and the
compromises and releases to be effective on the Plan Implementation Date are
deemed to occur and be effected in the sequential order contemplated by section
6.4, beginning at the Effective Time; '

W5Lega\48744\0008 71840264 5v1
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This is Exhibit “C” to the affidavit of Eric J. Adelson,

sworn before me at the City of Toronto, in the Province
of Ontario, this _|¥~_ ™ day of January, 2013.

P el N e
A Commissioner for taking affidavits.
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Coutt File No, CV-12-9667-00CL '

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.3.C.
S 1985, c. C-36, AS AMENDED .

AND IN THE PLAN OF A COMPROMISE OR ARRANGEMENT OF
SINO-FOREST CORPORATION
AFFIDAVIT OF ERIC J. ADELSON
(Sworn Decomber 6, 2012)

1, ERIC J, ADELSON, of the City of Toronto, in the Province of Ontario, MAKE
OATH AND SAY:

1, I am the Senior Vice President, Secretary and Head of Legal of Invesco Canada
Ltd. (“Invesco™). Invesco, through the funds it manages, owned 3,085,786 common
shares of Sino-Forest Corporation (“Sino»Forest”) on June 2, 2011, and accordingly
suffercd substantial losses after the market in Sino-Forest shares collapsed after public
{ssuance on that day of a securities analyst's report alleging that the company’s assets and
"opetations were perheatcd by fraud, I havé pexsonal knowledge of the matters to which I

depose in this affidavit.

2. Invesco was established i 1981 and is one of Canada's largest investment
management companies, with $24 billion in asseis undey management, Invesco's parent
company, Invesco Ltd,, is a leading independent global investment -manager with

approximately $683 billion in assets under management,
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3 gino-Forest was, until its demise, one of Canada's largest forestry cotnpanies, and
its TSX-listed securities were purchased and held by thousands of small and large

investors, including many of our leading pension funds and institutional investors.

4,  The bulwark against fraud at companies like this -~ particularly when their
operations are largely overseas - has been the assurances by impartial outside
professionals that they have conducted examinations according to professional standards
and can give assurances that corporate operations and financial affeirs have been
accurately desoribed o the public.

5. In the case of Sino-Forest, those professionals include the auditors (Brnst &
Young LLP and BDO Limited) who published audit reports, and underwriters who made

due diligence representations in connection with Sino-Forest’s secutities offerings.

6. Following the publication of the report by the securities analyst firm Muddy
Waters LLC on June 2, 2011, calling info question the integrity of Sino-Forest’s'x'eportmg
of Its business, operations, and assets, Sino-Forest’s share price collapsed. Class actions

against the company, certain of its directors and officets, the auditors, the undetwriters,

and other expert firms Wwote commenced, On January 6, 2012, Justice Perell of ther

Ontario Superior Court of Justice granted carriage of the Class Action to Koskie Minsky
LLP and Siskinds LLP (“Class Counsel™. The class has not been certified, proposed
class members have not been given their statutory right to opt out of any certified class,
and Class Counsel do not represent any investors other than their four clients who are

named plaintiffs in the case, Class Counsel do not represent Tnivesco.

7. On March 30, 2012, Sino-Forest applied for protection of itg creditors pursuant 0

the Companies’ Credilors Arrangement Act, R.S.C. 1985, ¢ C-36 as amended (*CCAA”).
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A stay of proceedings was imposed, essentially preventing the Class Action from moving

forward.

8. On December 3, 2012, Class Counsel and E&Y announced that they had entered
into & settlement by which B&Y would pay $117 million into a “Trust” formed as part of
the CCAA proceedings, in teturn for releases of all claims that could be brought against

E&Y by any person i conneetion with Sino-Forest.

9. Also on December 3, 2012, an amended Plan of Compromise and Reorganization
(the “Plan”) was issued in the present proceeding. For the first time in the CCAA
proceedings, this Plan contained provisions fot settlement of claims against thitd party
defendants (Article 11 including specific provisions concer. ing the settlement by and
releases for Bmst & Young, and also alloulring other third party defendants to avail

themselves of similar provisions for unspecified seftlements and releases in the future.

10, Alsoon December 3, 2012, the Ontarlo Securities Commission issued a Statement
of Allegations against E&Y, where it alleged that B&Y failed to perform its andit work on
Sino-Forest’s financial statements in accordance with generally accepted auditing
standards, in violgtion of sections 78(2), 78(3) and 122(1)(b) of the Ontario Securities Act,

R.S.0. 1990, ¢. §-5, 8§ amended

Reasons for Request to Adtourn the Parties’ Present Application

11, 1 submit this affidavit, first, to support the request by Invesco's outside counsel .

that the Court adjourn the patties’ application for approval of the Plan of Compromise and
Reorganization (the “Plan’") and entry of the Sanctlon Order in this matter. Counsel for

E&Y advised Inveseo’s counsel on Wednesday evening that the parties had decided not to
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request this Court's approval of the proposed R&Y settlement at the hearings scheduled
for December 7 and 10, 2012, However, 85 desoribed more fully betow and in the
Objections being submitted on behalf of Invesco and other investors, the provisions of the
P}éi), even apart from the B&Y settlement, appear 10 affeot the legal and practical ability
of Invesco ang other. investors to seek a&judlcation of their claims against defendants in

the Sino-Forest litigation on the merits, so it is important that sufficlent time be provided
to understand the present matlers fully.

12,  Asanexample of the unduly hasty approach faken by the proponents of the Plan, I
note that the Minutes of Gettlement between E&Y and Class Counsel in the seourities
class action involving Sino-Forest, Labourers’ Pension Fund of Ceniral and Eastern
Canada v. Sino-Forest Corporation, Court file No, 11-CV-431153CP (the “Class
Action™), were not farnished to Invesco’s counsel in this matter until late Wednesday
afternoon, despite repeated sequests by counsel over the preceding days. How the Plan is
intended to operate, or at least may operate, with respect to rights of investors to opt out
of a Class Action seftiement, and with respect-t0 releases of Third Party Defendants in
that context, cannot be understood satisfactorily without reference to the Minutes of
Sefflement, 1t appears that there are mutualfy inconsistent provisions in the Plan with
respect fo some of these provisions, Given tf1e parties’ delays in furnishing these
n_laterials, Tnvesco cannot properly present its views to the Court on the present schédule.

The proponents of the Plan have not given any reason for the abbreviated schedule they

propose.
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13, 1 accordingly request that this Court adjourn the present applications in order to
allow Invesco's counsel, and counsel for other investors covered by the Class Action, to

malke an orderly review and submissions concerning the matters at issue,

Emﬁmingg’ Reasons for Objecting to the Plan’s Release Provisions

14.  1also offer the following preliminary views concerning the appatent operation of
the Plan with respect 10 releases and opt out rights,

{5, If the cffect of the Plan is to allow a Third Parfy Defendant (such as E&Y) 1o
setile its Hability to {nvestors in connection with Sino-Forest through & settlement
agreement with Class Counsel, and to bind the investors to that settlement without giving
them the opportunity 10 opt out and pursue thejr claims on the merits outside the Class

Action, then Invesco would strenuously object and oppose approval of such an

arrangement.

16,  The Class Action has not been certified, so Invesco does not view Class Counsel,’

with whom we have no other relationship, a8 authorized to represent its interests in
connection with Sino-Forest, Our views have not been teard and our interests have not
been represented in connection with the Plan and the proposed settlement. It is my
understanding that Invesco, as an investor with claims against gino-Forest and the other
defendants in the Class Action, is not a “creditor” with respect 10 the Plan, Invesco
accordingly submits thet it would be contrary to its rights to bind it fo 2 release or 8
settlement involving Third Party Defendants unless Tnvesco direotly pa‘rt'{c:ipated in
proceedings of unless in certified class proceedings it was given the opportunity to opt

out, We do not understand the CCA4 to authorize releases of third parties, thatis, parties
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other than the applicant and certain officers and divectors under certain circumstances, as

part of a Sanction Order. Invesco objects to any such provisions or results in this mattet.

_ 17.  If the Plan operates as described above, so that investors in Invesco’s position
' \_,vould effectively lose the ability to opt out and seek adjudication of claims agalnst Third
- Parly Defendants in litigation outside the Class Action, then this would have the perverse
consequence of irretrievably damaging investots’ trust in the integrity of our capital
‘mar-kets, and thus would in the long run impair the proper functioning of those matkets
themselves.

ig.  Becausc counsel for B&Y has indicated that the proposed B&Y settlement will not
be presented for Court consideration at the hearings on December 7 and 10, 2012, 1 do not
address the substance of that proposal or the attendant procedures. I do note that Invesco
deems it of vital importance that, if such a proposed seitlement is offered, full details of
the reasons are provided, and investors be given the right to opt out to pursue their claims

independently. Invesco will serfously consider exercising that right.

SWORN before me at the City of
Toronto, in the Province of Ontario,
this 6™ day of December, 2012,

A Cofimissionet for taking affidavits.

)
)
)
)
)
)
) ,
; ERIC J, ADELSON
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This is Exhibit “D” to the affidavit of Eric J. Adelson,
sworn before me at the City of Toronto, in the Province
of Ontario, this i £~ " day of January, 2013.

o
A Commissioner for taking affidavits.
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--This-opt-out is submitted on condition that, and is intended to be effective only to the extent that, any

100

i1
defendant in this proceeding

final, releasing any claim against such defendant, which includes a

does not recelve an order in this proceeding, which order becomes
this opt out right would be wholly fllusory.

claim asserted on an opt-out basis by Invesco Canada:Ltd, Otherwise,

B NO-FOREST CLASS ACTION SETTLEMENT
OPT OUT FORM ﬂé’ﬁ?ﬁf?ﬁ?amw

January 15, 2013

THIS FORM 18 NOT A REGISTRATION FORM OR A CLAIM FORM,
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN'THE POYRY (BENING) SETTLEMENT AGREEMENT.
DONOT USE THIS FORM IF YOU WANT TO REMAIN I THE CLASS.

Last Name — _ FiralName

T EARASA e (LT T T LI sl

NG EL ISTREET LLLLL EEEEEN
T LT ]

Bl el Ixlolol | AR [
ol ProviSigte _Postal Code/Zlp Gode

A3 o) B M I TN TeTR L]
Soclal Insurance Number/Social Securly NumberfUnique Tax identifler .

WZATT T 1! 11
“Talophong Rumder {Work} Telophona Number {Homa)

WTio-nzE)-EeRll [T -t
{March 19, 2007 lo June 2, 2011} r“-“ "Hq lq |~3\S"Ei|

{tstlng alf of your purohasss of

Total number of Sino-Foresl sacuriles purchasad during the Glase Perlui

You must also accompany your Opt-Qut form with brokerage slataments, or other iransacilion racords,
Sino-Foreal gommon shares haliwaon Maroh 18, 2007 to Juna 2, 201, inclusive (the “Class Pertod")

ideriifcation of person gigning this Opt Cut Form (plenae chack)!

represent ihal i purchased Sine-Forest Corporailon {“Sino-Forest) gecuriles and am the abovo idenlified Class Momber. 1 am algning this
Form lo EXCLUDE mysell from the pariicipation in the gino-Forest Glasa Action gatilomen Agraemant reached hetwaen {fe

Glags and Poyry (Bsling) Congulting Cempany Umited (*Poyry (Befllng)™ the Seilling Dsfendant.

Purpose for Opling Out (cheek only onelt
My current intention I to bogin Individual Higation againet POy (Bel[ing) In relatlon to the matiers afiagedin the Procasdings.

| am opting out of the clags aclon kv a reason olhar than to begin Individual Btigation against PGyry {Bsjing) In relalion e Ihe matters allegad in

tho Procaedings, .| am opling out for the fokowing reason{e);

| UNDERSTAND THAT BY OPTING QUT I WILL NEVER BE ELIGIBLE TO RECEIVE BENEFTS OBTAINED BY WAY OF THE POYRY (BEINING)
SETTLEMENT AGREEMENT, AND WiL), BE UNABLE TO PARTICIPATE iN ANY FUTURE SETTLEMENT OR JUDGEMENT WITH OR AGAINST

: ANY OF THE REMAINING DEFENDANTS,
Signature: A & ! V/’_‘_d Date Slgned: j&“‘ . U D 0 ! %

N LA

Pleaso mall your Opt Qut Form {ot
Sino-Forest Class Actlon
PO Box 3353
London, ON N6A 4K3

(A
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This is Exhibit “E” to the affidavit of Eric 1. Adelson,

sworn before me at the City of Toronto, in the Province
of Ontario, this |& ™ day of January, 2013.

——n

)
2

A Commissioner for taking affidavits.
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SISKINDS

MEMORANDUM

EROM Siskinds LLP

DATE December 31, 2012

SUBJECT The Ernst & Young Settlement in the Sino-Forest Securities Litigation

We write in response 0 disinformation circulated recently by the Toronto-based law firm of
Kim Orr PC (“Kim Orr™), in connection with a class action (the “Ontario Action”) pending in
the Ontario Superior Coutt of Justice (the “Court”) against Sino-Forest Corporation (“Sino™)
and certain other defendants, including Ernst & Young LLP (“E&Y”), Sino’s former auditors.

By way of background, our firm and the Toronto-based law firm of Koskie Minsky LLP
{together, sgiskinds-Koskie) are counsel to the plaintiffs in the Ontario Action. Siskinds-
Koskie were appointed as such by the Court in January 2012, Two other law firms vied with
Siskinds-Koskie for the role of counsel to the putative class, including Kim Orr. When the
Court appointed Siskinds-Koskie to act for the putative class, it ranked Kim Orr last of the

three competing counsel groups.

It has come o our attention that Kim Orr has sent correspondence 1o varjous institutional
investors in which Kim Orr claims to have a better appreciation of the class membets’ interests
than Court-appointed counsel to the putative class. We have reviewed the Kim Otr
correspondence and write to you in order to respond to Kim Orr’s criticisms of the proposed
settlement with E&Y (“E&Y Settlement™). Kim Orr’s criticisms are meritless,

Prcliminarily, we note that Kim Orr has never requested an explanation of the rationale for the
E&Y Settlement from us. In fact, on December 12, 2012, we invited Kim Orr and its clients to

" discuss the E&Y settlement with us. They ignored that invitation.

The proposed E&Y Settlement is for CAD$117 miltion. This is by far the largest auditor
gettlement in the history of Canadian securities class actions. It is also, to the knowledge of
Siskinds-Koskie, the fifth fargest auditor settlement of a securities class action in the world.
By any rational measute, the B&Y Settiement is, in the words of Kim Orr partner Won Kim,

“g very big settlement.”

Kim Orr’s correspondence also neglects to mention that the historic E&Y Settlement enjoys
the support of numerous large institutions, including: -

e Paulson & Co., the largest holder of Sino shares prior to the release of the Muddy
Waters report in June 201 | (approximately 14% of Sino’s outstanding shares);

« Davis Selected Advisers LP, the second largest holder of Sino shares prior fo the
Muddy Waters report (approximately 13% of Sino’s outstanding shares);

tondon - Toronte - Quebeg Clity Montreal

SISKINDS.com
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e The trustees of the Labourets’ Pension Fund of Central and Eastern Canada, one of the
representative plaintiffs, a pension fund with more than $2.5 biilion in assets;

400 Lombard Street, Suite 302, Torente, ON M5BC 1M3

e The trustees of the International Union of Operating Engineers, one of the
representative plaintiffs, & pension fund with more than $1.5 billion in assets; and

‘e Sjunde AP-Fonden, one of the representative plaintiffs, the Swedish National Pension
Fund managing approximately $15.9 billion in assets.

Collectively, these institutions have a stake in the litigation which dwarfs that of Kim Orr’s
clients.

The class reached the historic BE&Y Settlement despite a range of challenges, including an
auditor liability fimit under Canada’s statutory regime for secondary market misrepresentation
which may well be less than $10 million. Siskinds-Koskie was also obliged to contend with a
Canadian insolvency proceeding instituted by Sino in March 2012 (the “Insolvency
Proceeding”). The Insolvency Proceeding resulted in a stay of the Ontario Action, and had the
potential to result in the release of all claims against B&Y for a sum that is far less than $117

million.

In considering Kim Orr’s assertions, you should also be aware that Kim Orr has not
participated in the Insolvency Proceeding, has not reviewed relevant audit documents that
were produced in the course of that proceeding, did not seek to participate in the mediation and
other settlement discussions that took place during that proceeding, and took no overt steps 10
further the interests of its clients or those of other members of the putative class in the
Insolvency Proceeding, notwithstanding that Kim Orr was aware of and actively monitored the
Insolvency Proceeding. By contrast, Siskinds-Koskie took numerous steps to protect the
‘nterests of the putative class in the Insolvency Proceeding, including filing a proof of claim on
behalf of the putative class to ensure that the claims of its members were not extinguished.

In its correspondence, Kim Orr also complains that the E&Y Seitlement does not provide for
opt out rights, and warns that this is an ominous precedent for investor rights in Canada. What
Kim Orr ignores is that this feature of the E&Y Settlement arises in the peculiar context of the
Insolvency Proceeding. It is not a precedent for class actions generally in Canada, On the
contrary, ihe absence of opt-out rights has long been a standard feature of Canadian insolvency
proceedings. Moreover, Siskinds-Koskie believe that E&Y paid a substantial premium in
order to be released from all claims through the Insolvency Proceeding.

Finally, in its correspondence, Kim Orr claims that the settlement approval process is being
conducted with «unseemly haste.” In fact, Siskinds-Koskie have been working and continue to
work to an expedited schedule that is coordinated with Sino’s Insolvency Proceeding, with the
goal of ensuring that the putative class does not lose the opportunity for this extraordinary

Siskinds LLP
Page 2
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settlement, All steps taken in the Insolvency Proceeding are subject to court supervision, and
the date for the court’s consideration of the settlement was sct by the court, on notice to Kim
Orr, after hearing Kim Orr’s objections. Regardless, events have unfolded in a way that has

permitted the settlement approval hearing to be adjourned from January 4, 2013 to February 4,
= 9013, so as to afford class members additional time to evaluate the settlement.

Conference Calls

Members of the putative class should make their own assessment of the fairness and
reasonableness of the E&Y Settlement. For this purpose, Siskinds-Koskie will be hosting two
conference calls to discuss the settlement with members of the putative clags, If you are a
member of the putative class,’ we hope that you can join us to discuss the BE&Y Settlement, an
opportunity which Kim Orr and its clients have regrettably disregarded.

The conference calls are limited to the members of the putative class, namely, persons who
bought any securities of Sino between March 31, 2006 and August 26, 2011 (“Class
Members”) and their counsel. Each participant will be required to provide his or her name
and, if calling on behalf an organization that purchased Sino securities during that period, the

name of his or her organization.

Participants should dial-in 15-20 minutes in advance of the call. Bach conference call will
include a presentation followed by a Q&A session.

,-

rWe:dne:sclay, January 9, 2013 -1 10:00 a.m. (EST) Tel: 416-340-2216
Toll-free: 866-226-1792

Thursday, January 17, 2013 4:30 p.m. (EST) Tel: 416-340-2216
L—Tgil-fr‘ee: 866-226-1792

| For purposes of the B&Y Senlement, the putative class includes all persens and entities, wherever they may reside, who purchased securities of Sing between Masch 31,

2006 and Augmst 26, 2011

Slskinds LLP
Page 3
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400 Lombard Street, Suite 302, Toronto, ON M5C 1M3

Website

Siskinds-Koskie will post the setttement approval materials on their websites at the addresses
provided below no later than January 12, 2013. For further information about this settlement,
or if you are unable to participate in the calls, we encourage you 10 consult our websites at. -

° http:llwww.classaction.cafclassaction-calmaster—page/aotions/Seeuritiesturrent-

Actions/Sino-Forest-Corp.aspX |
° http://www.kmlaw,ca/Case-CcntrallOvcrview/?rid=143

About Siskinds LLP and Koskie Minsky LLP

In both 2010 and 201 1, Securities Class Action Services, 2 unit of Institutional Shareholder
Services (ISS), named Siskinds LLP the top Canadian law firm in its annual global ranking of
the world’s 50 leading securities class action law firms. Siskinds was co-lead counsel in the
. Imax Securities Litigation, the first securities class action in which leave was granted o
commence an action under Part YXIIL1 of the Ontario Securifies Act. Siskinds has been lead -
or co-lead counsel in every Ontario securities class action in which leave was granted.
Siskinds was also the first law firm fo secure certification of a class proceeding under the
Class Proceedings Act, 1 992.
Koskie Minsky LLP is a 45-lawyer firm in Toronto specializing in class actions, pension and
benefits, trade union labour law, cmployment law, civil litigation and construction law. Its
class action group consists of 10 lawyers who specialize in cases relating 10 institutional abuse,
securities fraud, pension fund mismanagement, consumer protection and employment issues.
It has been involved in many of the leading cases across Canada and has recovered more than
4 billion dollars for its class action clients.

Siskinds LLP
Page 4

London - Toronto - Quebec Clty - Montreal SISKINDS,com
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T hié is Exhibit “F” to the affidavit of Eric J. Adelson,

sworn before me at the City of Toronto, in the Province
of Ontario, this | £ ™ day of Janvary, 2013. .

P

T e
A Commissioner for taking affidavits.
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January 11, 2013

Jennlégr Sstgm
: Diract 416-862-5697
SENT TO EMAIL fonnier stam@gowings.com
- THE SERVICE LIST

Deai' Sirs/Mesdams:

Re: Sino-Forest Corporation (“SFC"): Court File #CV-12-9667-00CL

We refer to SEC’s plan of compromise and reorganization dated December 3, 2012 (as the same may
be amended, varied of supplemented from time to time in accordance with its terms, the “Plan”) and
the Plan Sanction Order dated December 10, 2012 (the aganction Order™) and hereby give notice 1o
the Service List of the matters concerning the Plan. Capitalized terms used herein but not defined
have the meaning given to them in the Plan,

SFC today announced that the Plan Implementation Date, which was expected to be January 15,
2013, is expected to be January 17, 2013, This date has been selected by SEC with the consent of
the Monitor and the Initial Consenting Noteholders.

In addition, pursuant to and in accordance with Section 11.2(a) of the Plan, Allen Chan and Kai Kit
Poon have become “Named Third Party Defendants” under the Plan and a revised “Schedule A” fo
the Plan is attached to this letter. In accordance with Section 7.1(n) of the Plan, as & result of
becoming Named Third Party Defendants under the Plan, Mr. Chan and Mr. Poon shall not be
entitled to receive any distributions under the Plan.

In addition, on the consent of SFC, the Monitor, the Initial Consenting Noteholders, counsel to the
Ontarjo Class Action Plaintiffs, and in accordance with section 1.1 of the Plan, the “Indemnified
Noteholder Class Action Limit” under the Plan has been reduced to $25 million as it relates to David
Horsley. The reduction of the Indemnified Noteholder Class Action Limit to $25 million as it relates
to Mr. Horsely has been incorporated into and forms a part of the Plan as approved by the Sanction
Order.

As a result of the parties added to the Plan as “Named Third Party Defendants” and the reduction of
the Indemnified Noteholder Class Action Limit to $25 million as it relates to Mx. Horsely, the
Unresolved Claims Reserve has been correspondingty reduced fo an aggregate amount of
$28,500,000, which consists of (a) Class Action Indemnity Claims in the amount of $25 million; (b)
Claims in respect of Defence Costs in the amount of $3 million; and (c) other Affected Creditor
Claims that have been identified by the Monitor as Unresolved Claims in an amount up 1o $500,000.
The reduction of the Unresolved Claims Reserve to an aggregate amount of $28,500,000 has
occurred with the consent of the Monitor and the Initial Consenting Noteholders in accordance with

Gowling Lafleur Hendersonip Lawyers -+ Patent and Trade-mark Agents
1 FIrsL Canadian Place + 100 King Steet West » Sulte 1600 « Toronto » Ontario - M5X 1G5 « Canada T 416-862-7925 F 416-862-7661 gowlings.com
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section 1.1 of the Plan, and has been incorporated into and forms a part of the Plan as approved by
the Sanction Order.

The establishment of the Unresolved Claims Reserve is not an admission by SFC, the Monitor or any
other party (including the Initial Consenting Noteholders) as to the validity of any such Claims and
all vights to dispute such Claims are reserved. Likewise, the reduction of the Indenmified
Noteholder Class Action Limit as + relates to Mr, Horsely to $25 million does not constitute an

. admission by SFC, the Monitor or any other party (including the Initial Consenting Noteholders) as.
fo the validity of any indemnity Claims by Mr. Horsely and all rights to dispute any such Claims by
Mr. Horsely have been and are reserved.

Sincerely,

GowLING LAFLEUR HENDERSON LLP

JTenndfer Stam

IS

TOR_LAW 07639003
110113

Page 2
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SCHEDULE A
NAMED THIRD PARTY DEFENDANTS

. The Underwiters, together with their respective present and former affiliates, partners,
associates, employees, servants, agents, contractors, directors, officers, insuress and
successors, administrators, heirs and assigns, excluding any Director or Officer and
successors, administrators, heirs and assigns of any Director or Officer in their capacity
as such. X

. Ernst & Young LLP (Canada), Emst & Young Global Limited and all other member
firms thereof, together with their respective present and former affiliates, partncrs,
associates, employees, servants, agents, contractors, directors, officers, insurers and
successors, administrators, heirs and assigns, excluding any Director or Officer and
successors, administrators, heirs and assigns of any Director or Officer in their capacity
as such, in the event that the Emnst & Young Settlement is not completed.

. BDO Limited, together with its respective present and former affiliates, partners,
associates, employees, servants, agents, contractors, directors, officers, insurers and
successors, adminisirators, heirs and assigns, excluding any Director or Officer and
successors, administrators, heirs and assigns of any Director of Officer in their capacity

as such.
_ Allen Chan, together with his successors, administrators, heirs, assigns and insurers.

. Kai Kit Poon, together with his successors, administrators, heirs, assigns and insurers.

120
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This is Exhibit “G” to the affidavit of Eric J. Adelson,

sworn before me at the City of Toronto, in the Province

of Ontario, this _{& th 4ay of January, 2013

/L%\__/.

A Commissioner for taking affidavits.
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KIM-ORR

Tames C. Orr
Tel: {(416) 349-6571
E-mail: jo@kimorr.ca

Janwary 11, 2013
VIA EMAIL

Ms. Jennifer Stam

Gowling Lafleur Henderson LLP
1 First Canadian Place

100 King Street West, Suite 1600
Toronto, Ontario

MSX 1G5

Dear Ms. Stam:
RE: Sino-Forest Corp. CCAA Proceeding

Thank you for yout letter of today's date advising of the intended addition of Allen Chan
("Chan") and Kai Kit Poon ("Poon") to the Named Third Party Defendant list in Schedule
A to the sanctioned Plan of Compromise and Reorganization ("Plan"*). We note that their
possible inclusion was not communicated prior to the Creditors Meeting.

While Article 11.2(a). of the Plan authorizes the addition of Eligible Third Party
Defendants to Schedule A on notice, the definition of Eligible Third Party Defendant at
page 10 of the Plan specifically excludes any Director of Officer, Chan and Poon are
formet Directors and Officers of Sino-Forest. Accordingly, Court approval is required to
effect their inclusion. In the absence of clear authority 10 unilaterally vary this part of the
Plan, a motion needs to be brought to have the Cowt approve this change.

KIM ORR BARRISTERS £.C. 19 MERCER STREET, 4™ FLOOR, TORONTO, ON M5Y 1H2
T, 4165961414 F. 414.598,0601 www Kimon.ca
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We do not undexstand the yationale, in pagticular, for granting a possible non-opt-out third

paly release io Chan, who has been acoused of fraud by the Ontario Securities
Commission, It is also not clear how the possible release of civil claims against Chan or

Poon, including civil fraud claims, would advance the restructuring of Sino-Forest in any

way, It would be appreciated if you could provide a response on this issue so we
can consider our position.

Youts fruly, @A

James C, Ot

ce. Service List

£IM ORR BARRISTERS P.C. 19 MERCER STREET, 4% FLOOR, TORONTO, ON pSY 1H2 2
1. 416.596.1414 F. 416,598,060 www KimoTm.ca
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This is Exhibit “H” to the affidavit of Eric J. Adelson,
City of Toronto, in the Province

sworn before me at the
of Ontario, this | day of January, 2013.

A Comm{ssioncr for taking affidavits.
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January 12,2013

Jennifer Stam
Dirgct 416-862-5687
SENT BY EM AL ;ennifet.siam@gowltngs.com

- Kim Orr Barristers P.C.
19 Mercer Street, 441 Floor
Toronto, Ontario, M5V 1H2

Attention: James Orr

Dear James:

Re:  Sino-Torest Corgoration

We are in receipt of your etter dated Janvary 11, 7013, With respect to your point that the addition
of Mr. Poon and Mr. Chan requires Coutt approval, you are incotrect. “Eligible Third Party
Defendant” as defined in section 1.1 of the Plan includes any Director of Officer (together with their
respective successars, administers, heirs and assigns). Further, Qection 11.2(a) of the Plan expressly
states that no further Cowt approval is required for the addition of Named Third Parly Defendants
who are Eligible Third Party Defendants to Schedule A of the Plan. Accordingly, no Court approval
is requived for the addition of Mr. Poon or Mr. Chan as Named Third Party Defendants under the

Plan.

With respecl to your second point, as our letter indicated, the immediate impact of Mr. Poon and Mr.
Chan having become Named Third Party Defendants under the Plan is that they will not be receiving
any Plan consideration which will result in greater Plan consideration being available for distribution
on Plan implementation. If there was ever @ proposed settlement with Mr. Poon of Mr. Chan, that
seitlement would be subject to further consents and court approval as provided for in the Plan and
any positions taken with respect (o any proposed settiement would be expressed at that {ime.

Sincerely,

GOWLING LAFLEUR HEMNDERSON LEF

G

Topmiter Stam

C. 'THE SERVICE LIST

TOR_LAWA 80783 184

Gowling Lafleyr Henderson e » Lawyets + Patent ant Trade-matk Agents
1 First Canadian llace - 1410 Kisyg Shiest Wost -+ Suite 1800 - lorouto - Dario - MEX 165 - Canada 1416-862-1525 F 416-862-7661 gowlings.com
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Court File No. CV-12-9667—00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

CREDITORS ARRAN GEMENT ACT,
HE MATTER OF A PLAN OF
-FOREST CORPORATION

IN THE MATTER OF THE COMPANIES’
AS AMENDED, AND INT

R-Secl 1985’ C| C'36,
COMPROMISE'OR ARRANGEM:ENT OF SINO
Court File No.: CV-11-4311 53-.00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:
ON FF'UND OF CENTRAL AND

NTERNATIONAL UNION OF
OPERATING EN PLAN FOR OPERATING

ENGINEERS IN ONTARIO, STUNDE AP-FONDEN, DAVID GRANT and
ROBERT WONG
Plaintiffs

THE TRUSTEES OF
EASTERN CANADA,

- and -

OUNG LLP,BDO LIMITED

BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W.

JUDSON MARTIN, KAIKIT POON, DAVID J, HORSLEY, WILLIAM E.

ARDELL, JAMES P, BOWLAND, JAMES M.E. HYDE, EDMUND MAXK, SIMON
EST, POYRY (BEIJING)

Y, PETER WANG, GARRY . W

CONSULTING COMPANY LIMITED, CREDIT SUISSE SECURITIES
DUNDEL SECURITIES

S INC., SCOTIA CAPITAL

(CANADA), INC,, TD SECURITIES INC.,
MERRILL LYNCH CANADA INC,,

MINION SECURITIE
PLACEMENTS CANADA INC,,

CORPORATION, RBC DO
INC., CIBC WORLD MARKETS INC.,

ERRILL L.YNCH, PIERCE, .
Bane of America

SINO-FOREST CORPORATION, ERNST & Y

(formerly known as

CANACCORD FINAN CIAL LTD., MAISON

CREDIT SUISSE SECURITIES (USA) LLCand M

FENNER & SMITH INCORPORATED (successor by merger to
Securities LLC)

. Defendants

Proceeding under the Class Proceedings Act, 1 992

AFFIDAVIT OF TANYA T, JEMEC
(Sworn January 18, 2013)
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1, Tanya T. Jemec, of the City of Toronto, int the Province of Ontario, MAKE
OATH AND SAY:

1. I am an Associate at Kim Orr Barristers P.C.. (“Kim Ow”) and as such have

personal knowledge of the matters to which I depose in this affidavit,

2. Kim Ory represents a group of six Securities Claimants as that term is defined in
Appendix A to the diaft Settlement Approval Ordet: Invesco Canada Lid., Northwest &

Fthical Investments L.P., Comité Syndical National de Refraite Ratirente Inc., Matrix

 Asset Management Inc., Gestion Férique and Montrusco Bolton Investments Inc., which-

purchased shares of Sino-Forest Corpotation (“Sino-Forest”) ( together, the “Objectors”).

3. The Objectors have submitted notices of objection to the proposed settlement
between the plaintiffs (“Ontatio Plaintiffs”) in the Labourers’ Pension Fund of Central

and Eastern Canada v, Sino-Forest Corporation, Coutt file No. 11-CV-431153CP

239

(“Class Action”) and Ernst & Young LLP and its related entities (“B&Y") (the “B&Y

Settlement”).
4, ' Attached hereto and marked as Fxhibits “A” to “D” are true copies of the Notices
of Objection for Northwest & Ethical Investments L.P., Mattix Asset Management Inc.,

Gestion Férique and Montrusco Bolton Investments Inc.

5, Attached hereto and matked as Exhibits “E” to «p1* are true copies of the opt out
forms (without trading records) for Northwest & Ethical Investments L.F., Marix Asset

Management Inc., Gestion Férique and Montrusco Bolton Investments Inc., respéctively.

6. Tt is my belief from yeviewing the trading records that the Objectors have
purchased a total of 6,275,422 shares of Sino-Forest during the (Class Period and that as

of June 2, 2011 the Objectors héld a total of 3,995,932 shares.



117

7. On December 17, 2012 Counsel in the New York Class Action (Leapard et al. .

Chan et al., 1:12-¢v-01726-VM) wrote a letter to the Ontatio Plaintiffs’ Counsel raising

concetns about the E&Y Settlement, Atfac

hed hereto and marked as Exhibit “T” is a

letter from Mr. Richard Spiets to Mi, A. Dimitri Lascaris dated December 17, 2012.

SWORN before me at the City of
Toronto? in the Province of Ontario,
this | & ay of January, 2013,

_/A Co{mnissionz/for t
NORMA

SARANL A
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not receive an order in this proceeding, which order becomes final, releasing any claim against such defendant, which includes a claim
asserted on an opt-out basis by Northwest & Ethical Investments LP.  Otherwise, this opt out right would be wholly lllusory.

SINO-FOREST CLASS ACTION SETTLEMENT
OPT OUT FORM s

© January 15, 2013

THIS FORM IS NOT A REGISTRATION FORM OR A CLAIM FORM,
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN THE POYRY (BEWING) SETTLEMENT AGREEMENT.
' DO NOT USE THIS FORM IF YOU WANT TO REMAIN IN THE CLASS.

Last Name First Name
[NOmTﬁ%EBT al ERwLIcA LD 1 INVieSITImEN]TS
Current Address - ="V *

| [sls! anvIE ST JAVIEINIUIE] 194ITiH
FILIOIOIR.

Cily Prov./Slale Postal Gode/Zip Code

T O[RIOINITION O MsiHl (2181
Soc}aj nsurance Number/Soclal Securlty NumbeﬂUnique Tax ldentilter )

id

)
Telephons Number (Work) Telsphone Number (Home)

U =913 3] — 16l 2L¥ — .

.;‘}»l D'.’L(S

You must also accompany your Opl-Oul form with brokerage statements, or other transaction records, listing afl of your purcheses of
- SIno-Forest common shares between March 19, 2007 to June 2, 2011, Inclusive {the “Class Perlod").

Total number of Sino-Forest securliies purchased during the Class Perlod (March 19, 2007 o June 2, 2011):

1dentification of person slgning this Opt Out Form (please oheok):

I represent tha | purchased Sino-Forest Gorporation {Sno-Forest') securltles and am the above Identlfied Class Member. |am slgning this
){ Form fo EXCLUDE m(se!f from the parlicipailon In the Sino-Forest Class Action Setilement Agreemsnt reached betwsen the

Class and Pyry (Beljing) Consulling GCompany Limited (*Péyry (Beljing)"), the Setlling Defendant.

Purpose for Opting Out (check only one):
X' My current Intentlon Is to begin individual itigallon agalnst Poyry (Belling) In relation to the malters alleged In the Procesdings.

I am opting out of the class acllon for a reason other than to begin Individual litigation agalnst Poyry {Belling) In relatlon lo the mauers'aiieged I
{he Proceedings. |am opling out for the following reason(s}:

i UNDERSTAND THAT BY OPTING OUT | WILL NEVER BE ELIGIBLE TO RECEIVE BENEFITS OBTAINED BY WAY OF THE POYRY (BEIJING)

SETTLEMENT AGREEMENT, AND WILL BE UNABLE TO PARTICIPATE IN ANY FUTURE SETTLEMENT OR JUDGEMENT WITH OR AGAINST
: ANY OF THE REMAINING DEFENDANTS.
~ Signature: (—\

ﬁ ' " Date Signed: rLg \’1) ‘ Q\’ } \‘\

Please mail your Opt Out Torm to:
Sino-Forest Class Action
PO Box 3355
London, ON NG6A 4K3
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This opt-out is stibmitted on condition that, and is intended to be effective only to the extent that, any defendant in this
proceeding does not receive an order in this proceeding, which order becomes final, releasing any claim against such
defendant, which includes a claim asserted on an opt-out basis by Matrix Asset Management Inc.. Otherwise, this opt

out right would be whotly ilusory.

SINO-FOREST CLASS ACTION SETTLEMENT
OPT OUT FORM e

January 15,2013

THIS FORM IS NOT A REGISTRATION FORM OR A CLAIM FORM,
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN THE POYRY (BEIJING) SETTLEMENT AGREEMENT,
DO NOT USE THIS FORM IF YOU WANT TO REMAIN IN THE CLASS, :

AT A SIS TalATAATE) [ElsETa TNl 1]

“Current- Address

[ 12lol TNl Islrlelelelr] lwlelsiT] [doli Irlel T 11 ]
2l2lolol [Plol |BlolX| gpr2l 11 ] I T T I T TTTT]

oI T T T LT LTI ol (iskl [ El]

Soclal Insurance Number/Social Securily Number/Unlque Tax tdentilier

WAL T T

Telephong Number (Work) Tolephone Number (Home)

AN Ar e 2 R A A
' sarosmes oy || TAI7I812[212]

enls, or other lransaction records, fisting all af yotir purchasas of
inclusive {ilie “Class Perlod"}.

Total nummber of Slno-Fores! securitles purchased during the Glass Parlod {March 19,

You mus! alao accompany your Opt-Out for vith brokerage stalem
Sino-Forest commion shares belwesn March 19, 2007 to Jine 2, 2011,

idantiication of person signing this Opt Oui Form (pleaze check):
I represent that | purchaged Sino-Forast Corporalion (*Slno-Forest'} seatirities and am (he above Identiflad Class Member. ] am signing this

Form to EXCLUDE myselt from the participationin ths Sino-Forest Class Action Setflemant Agresment reached belwesn the
 Class and Payry {Belling) Consulling Company Limited (*POyry {Beiing)"), the Seltiing Defendant.

puryfose for Opiing Qut {check only one):
My current Inteniion Ie to begln Individuat lifgalion agalnst Poyry {Geiing) in refallon fo the malters allegad in the Proceedings.

 am apling out of tha class action for a reason olher {han to begln Individual litigation agains! Poyry (Beiling} In rafa

D tion to the matters allegedin
the Procaedings. | am opling out for the following raason(s):

|UNDERSTAND THAT BY OPTING OUT ! WILL NEVER BE ELIGIBLE TO RECEIVE BENEFITS OBTAINED BY WAY OF THE pévay (BEIJING}
SETTLEMENT AGREEMENT, AND Wil BE UNABLE TO PARTICIPATE IN ANY FUTURE SETTLEMENT OR JUDGEMENT WITH OR AGAINST
' ANY OF THE REMAINING DEFENDANTS. ]

<
Date Slgned: \J&‘X»-n {“)ﬂ’/:% { '3 )

Slgnatura;

Please mail your Opt Out Form fo:
Sino-Foresi Class Action
PO Box 3355
London, ON NG6A 4K3

B AR
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This opt-out is submitted on condition that, and is intended to be effective only to the extent that, any defendant in this proceeding

does not receive an order in this proceeding, which order becomes final, releasing any claim against such defendant, which

includes a claim asserted on an opt-out basis by Gestion FERIQUE, Otherwise, this opt out right would be wholly illusory.

E
SINO-FOREST CLASS ACTION SETTLEMENT
OPT OUT FO RM Must be ?ostmarked’

No Later Than
January 18, 2013

THIS FORM 1S NOT A REGISTRATION FORM OR A CLAIM FO

, R
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN THE POYRY (BENING) SETTLEMENT AGHEEMENT,
o iOT USE THIS FORM IF YOU WANT TO REMAIN IN THE CLASS.

CEEEIGImE T O L LT
AR A RE B WEE
P LT LI LI T[]

ProvsSiale’  Postal CoderZIp Godo

TT T LT A HBIALE 2]

Lag!t Name

S

Soglal Insurance NumberiSociat Security NumberiUnique Tax idendifier

NraEnEREER

Talephone Num Telephone Numbar {Homs)

hef-{Work) ) — i
Bl E1H0 -Gl de - -
égnm.mnuz,eom; { ‘ I { I lq’

You mus! also.accompany your opt-Oul {onm with brokerage siatenients, or other lransaction records, listing ail of your purchases of
Slio-Foresi commoi "sharas hetwsan March 18, 2007 to June 2, 2011, nchisive {the "Glass Perfod’),

Totat rumber ol Sino-Forest securilies purchased during lhq_ Class Period {March 19,

Identifipation of person signing 1ijs Opt Qul Form {please check):
| represent thal | p'urch'asediSluo-ForésrCorporauon ('Slno-Forest) securilles and am the above Ideniified Class Member, 1am signiag this
Form o EXCLUDE mysoll [rom the partigipation in \ha Sino:Forest Glags Action Setilamont Agreemont reached helwasn 1he

Class and Payry {Balling} Constlling Gompany Limlted (‘Eeyry-{Bgutng}'}. ihe Seltiing Defondant.

purpoga for Opting Out (check only one): 7
My current Intention 15 to bagln inchvdual Nigalion agalnst POy {Beljing) In relalion to the mailers alloged Inihe Proceedings.

D } am opling out of the class acilon lor a reason other than 1o begin individuat figation agalnst Payry (Beljing) In refation 1o the mallers alleged in

{he Peoceadings. 1am apting ouf lor the followdng reason(s):

G OUT | WILL NEVER BE ELIGIBLE TO RECEIVE BENEFITS OBTAINED BY WAY OF THE POYRY {BELJING)
D WILL BE UNABLETO PARTICIPATE IN ANY FUTURE SETTLEMENT OR JUDGEMENT WITH OR AGAINST

ANY OF THE REMAINING DEFENDANTS. A _
T . Dale Signed: / l{//‘/ ZD%

Please moil your Opt Out Form tot
Shio-forest Cluss Action
PO Box 3355
London, ON N6A 4K3

1 UNDERSTAND THAT Pk op
SETTLEMENT AGREEKENT/R

Signalurel

ARG AR



This opt-out is submitted on condition that, and is intendecil t% l!e effective only to the extent that, any defendant in this
proceeding does not receive an order in this proceeding, which order becomes final, releasing any claim against such defendant,
which includes a claim asserted on an opt-out basis by Montrusco Bolton Investments Inc. Otherwise, this opt out right would be
wholly illusory.

SINO-FOREST CLASS ACTION SETTLEMENT
OPT OuUT FORM Must be Postmarked

No Later Than
January 15, 2013

THIS FORM IS NOT A REGISTRATION FORM OR A CLAIM FORM.
THIS FORM EXCLUDES YOU FROM PARTICIPATION IN THE pOYRY (BEWING) SETTLEMENT AGREEMENT.
DO NOT USE THIS FORMIF vOU WANT TO REMAIN IN THE CLASS.

Last Name First Name .
0 2l slelol olLlTio W els I rim dalTls INC. .

Current Address

AENAEERRE e IAVIEMUEL | [ ]
S 1/zlolol | BERE [T 1]
Cly . ) . . prov/Sidte  Postal CoderZlp Gode

AT ENEEAEL B TT1ald HSALBME!

Soclal }ﬂsurante Numbsr/Sociat Securly NumbsrfUnlque Tax identifier

Telephons Number {Work) Telophons Number {Home)

e -y (- -

Total number of Sino-Forsst sacuritles purchased during the Class Pered {March 1§, 2007 10 June 2, 2041} rl I3 ‘ 9 \ 2 isk & ‘é‘

You miuslalso accompany your Opl-Out farm with hrokerage stalements, or other ransaction records, listing alf of your purchases of
Sino-Forest common shares petween March 16, 2007 lo June 2, 2011, Inclusive (the “Qlass Pertod"):

|dontlfication of persan signing this Opt Qut Form (please check):

1 represent fhal 1 purchased Sing-Forest Corporation (“S]no.—Forest“) sectyitlos and am {he above dentilled Class Member. Fam slgning this
Form to EXCLUDE mysell from the participation in the Sino-Forest Glass Action Setilement Agresment reached betwean the
Class and Poyry {Balfing) Gonsulting Company Limited (Pdyry {Bsljingy"), the Setiling Defendant.

Purpose for Opling Out {chackonly one):
E My current intentien 15 to begln Individual litigatlon against PEYFY {Beljing) in ralation to the matlsrs gliegedinthe Procgadings.

1-am opling oul of the class action for a reason other than to bagin Individual ltlgation against payry (Beljing)-in selation tothe maliers alleged In
ihe Proceedings. iam opiing out for {he lollowing 19ason{sh: .

{ UNDERSTAND JHAT|BY oprifih OUT I WILL NEVER BE ELIGIBLE TO RECEIVE BENEFITS OBTAINED BY WAY OF THE POYRY (BEWING)

SETTLEMENT HMERNT, WILL BE UNABLETO PARTICIPATE IN ANY FUTURE SETTLEMENT R JUDGEMENT WITH OR AGAINST
\ : ANY OF THE REMAINING DEFENDANTS.
Signature:

Date Slgna_d: [ 66(/“([\;4 LO\ 5

Plense mail your Opt Out Foym foi
Sino-Forest Class Action
PO Box 3355
London, ON N6A 4K3

DAL
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDI TORS ARRANGEMEN. TACT,
THE MATTER OF A PLAN OF

R.S.C. 1985, ¢, C-36, AS AMENDED, AND IN
COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION

Court File No.: CV-1 1-431153-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

THE TRUSTEES OF THE LABOURERS’ PENS

EASTERN CANADA, THE TRUSTEES OF THE INTERN
NSION PLAN FOR OPERATING

OPERATING ENGINEERS LOCAL 793 PE
ENGINEERS IN ONTARIO, STUNDE AP-FONDEN, DAVID GRANT and
ROBERT WONG
Plaintiffs

[ON FUND OF CENTRAL AND
ATIONAL UNION OF

-and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED
(formerly known as B IMITED), ALLEN T.Y. CHAN, W.
JUDSON MARTIN, KAI KIT POON, DAVID J. HORSLEY, WILLIAM E.
ARDELL, JAMES P. ROWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON
MURRAY, PETER WANG, GARRY J, WEST, POYRY (BELJING)
CONSULTING COMPANY LIMITED, CREDIT SUISSE SECURITIES
(CANADA), INGC,, TD SECURITIES INC,, DUNDEE SECURITIES

TIA CAPITAL

CORPORATION,
INC., CIBC WORLD MARKETS INC., MERRILL LYNCH CANADA INC,,
CANACCORD FINANCIAL LTD., MAISON PLACEMENTS CANADA INC,,

CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE,

FENNER & SMITH INCORPORATED (successor by merger to Banc of America

Securities L1.C)
Defendants

Proceeding under the Class Proceedings Act, 1992

AFFIDAVIT OF DANIEL SIMARD
(Sworn January 18,2013)
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I, Daniel Simard, of the City of Mon'tréal, in the Province of Québec, MAKE
OATH AND SAY:

1. T am the Chief Exccutive Officer and serve as a non-voting ex-officio member of
the Board of Directors and Committees of Comité syndical national de retraite Bétirente
Tnc. (“Bétirente”) and as such I have personal knowledge of the matters to which I depose

in this affidavit.

2. I respectfully submit this affidavit in support of Batirente’s and the other
Obfyactors’t objections to the proposed settlement between the plaintiffs (“Ontario
Plaintiffs”) in the Labourers’ Pension Fund of Central and Eastern Canada v. ano-
Forest Corporation, Court file No. 11-CV-431153CP (“Class Action”) and Ermnst &

Young LLP and its related entities (“E&Y™) (the “E&Y Settlement”).

3. I also respectfully submit this affidavit in support of the motion by Bétirente
under Rule 10.03 of the Rules of Civil Procedure for relief from the binding effect of a
Representation Order and a Seﬁlement Approval Order in the event this Cpurt appoints
the Ontario Plaintiffs as representatives of all Securities Claimants and grants the

proposed Settlement Approval Order.

Grounds for Objection to the E&Y Setilement

4, The grounds for Bitirente’s objections ate as follows:

a) it was improper for the Ontatio Plaintiffs to have traded away the opt out
rights of class members in this Class Action, or to have rendered such opt

out tights illusory, by agreeing 1o provide a full and final release under

t Invesco Canada Lid., Northwest & Fihical Investments L.P., Comité Syndical National de Refraite
Ratirente Inc., Matrix Asset Management Inc., Gestion Férique and Montrusco Bolton Investments Inc.

131



b)

d)
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Article 11.1 (“Release”) of the Plan of Compromise and Reorganization
(“Plan”) of the claims of Securities Claimants (as defined in Schedule A of
the proposed order) against B&Y in this Companies’ Creditors
Arrangement Act (‘CC ») proceeding, in return for what the Ontario
Plaintiffs’ counsel believe to be a “substantial premium” amount {0 be

paid by E&Y into the proposed Settlement Trust;

it is improper for the Ontario Plaintiffs to seek, and it would be improper
for the Court to approve, any settlement and any release of Securities
Claimants’ claims against E&Y, in this CCAA proceeding, under the

present circumstances;

it is improper for the Ontario Plaintiffs to seek, and it would be impropet
for the Court to approve, any settleiﬁent of class members’ claims against
E&Y in this Class Action without either (2) excluding the persons who
opted out in 1e8poNSe to the Poyry notice if the Poyry opt out procedure is
found to have been proper, OF (b) providing for certification, notice, and
opt out rights to Securities Claimants in conneetion with this settlement —
and in either case assuring that any such opt outs are not illusory by virtue

of any Releases as described above;

it is improper and belated for the Ontario Plaintiffs to seek, and it would
be impropet for the Court o approve, the requested representation order in

connection with the Release and settlement described above;

it is improper for the Ontarjo Plaintiffs to present, and it would be

improper for the Court {o consider and approve, the E&Y Settlement in
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instalments, particularly in the absence of any plan for distributing any
funds deposited in the proposed Settlement Trust. In the absence of a
distribution plan, the Objectors canmot evaluate the gufficiency of the

E&Y seftlement consideration; and

) the Objectors reserve the right to supplement these grounds in response 10

further information emerging in these proceedings.

Attached hereto z_md marked as Exhibit “A” is the Notice of Objection of Batirente dated
January 17, 2013,

3. Bétirente is a non-profit organization, created in 1987, Batirente was initiated by
the Confederation of Nationat Trade Unions (“CSN”) to establish and promote 2
| workplace retirement system for CSN-affiliated unions and other organizations, Most of
Batirente’s ‘board members are elected from representatives of participating groups or

appointed by the CSN executive committee.

6. More than 26,000 workers participate in a Bitirente retirement plan and Bétirenie
funds have total asscts of approximately $1.1 billion (non-audited) as at December 31,

2012.

7. Batirente, through the fands it manages, owned 11,875 common shares of Sino-
Forest Corp;;ration (“Sino-Forest”) on June 2, 2011, and accordingly suffered substantial
losses after the market in Sino-Forest shares collapsed after public issuance on that day of
a securities analyst’s report alleging that the company’s assets and operations were

permeated by fraud.
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8. On September 26, 2011, Bétirente, together with Northwest & Ethical
Investments L.P. (“NEI”), issued a proposed class proceeding against Sino-Forest, certain
ofﬁcefs and directors, the underwriters, the auditors, and other experts (No. CV-11-
43582600-CP, the “NEI Action”). Kim Orr Barristers P.C. (“Kim Orr”) was Bétirente’s

counsel in the NEI Action and continues to be its ouiside counsel in these proceedings.

9. A number of other class proceedings were commenced against Sino-Forest. The
plaintiffs in the various Ontario actioné moved for carriage. On January 6, 2012, Justice
Perell granted carriage t0 the plaintiffs in the Labourers’ Pension Fund of Ceniral and
Eastern Canada-v. Sino-Forest Corporatic;n, No. 11-CV-431153CP (the “Class Action™)
and stayed the competing actions, including the NEI Action. In his reasons, Justice Perell
explicitly noted that Bétirente, NEI, and other {nstitutional investors were “prime
candidates to opt out of the class proceeding” if they were not selected as representative
plaintiffs to pursﬁe compensation, if they did not wish to procecd under the Class Action.
Attached hereto and marked as Exhibit “B* are excerpts of the decision of Justice Perell
granting carriage {0 the Class Action.

10. NED's and Batirente's decisions not to seek leave to appeal the carriage decision

was based in part on our understanding that we would be given the opportunity to opt out

of the Class Action at an appropriate time, if we deemed it appropriate to do so.

11,  Bétirente has previously served as a reptesentative plaintiff in a class action, and 1

am well aware that representative plaintiffs have a fundamental duty to represent the

class and absent class members fairly and adequately and to act in their best interests. I

also noted that the Ontario Plaintiffs in the Class Action confirmed that they bad the same

understanding of their duties during the carriage motion.
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12.  In my view, the Ontario Plaintiffs and Class Counsel have violated their duties to
class members by acceding to 2 settlement with E&Y in which class members’ opt out

rights will be negated and/or rendered illusory.

13.  Baétirente remained interested in the Class Action after losing the carriage motion,
and communicated occasionally with Kim Orr about the status of the litigation, while
understanding that as an absent class member its interests were being represented by the

Ontario Plaintifis and Class Counsel in the Class Action,

14, On March 20, 2012, Class Counsel announced that they had reached a settlement
with Poyry (Beljing) Consulting Company Limited (“Poyry”). Poyry would provide
certain cooperation to Class Counsel in the action but would not provide any monetary
consideration to the class. The Poyry settlement contemplated a normal procedure for
certification of a settlement class, a settlement approval hearing, and opt out rights for

class members that wished to exclude themselves.

15.  Ten days later, Sino-Forest entered info CCAA proceedings, on March 30, 2012.
The Class Action was stafed‘ In due course, the Ontario Plaintiffs applied for, and the
CCAA court ord;:red, a partial lifting of the stay of proceedings to allow the POyry
settlement to proceed in the Class Action under the Class Proceedings Act. Attached
hereto and marked as Exhibit “C” is the Order of Justice Morawelz, dated May 8, 2012

and entered May 11,2012, Jifting the stay as to Poyry.

16. In the meantime, and appatently in view of the fact that a class had not been
certified yet in the Class Action, the Ontario Plaintiffs filed a motion in the CCAA
proceedings on April 13, 2012, seeking a representation order under Rule 10 of the

Ontario Rules of Civil Procedure. The proposed representation order specifically
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provided that class members could c;pt out of the representation, and included a form of
opt out letter that class members could submit for that purpose. However, for reasons
that are unclear, the imotion was adjourned sine die without being decided. Attached
hereto and marked as Exhibits “T»” and “E” are the Draft Representation Order of the Ad
Hoe Committee of Purchasexs of the Applicant’s Qecurities dated April 13, 2012 and the

Endorsement of the Honourable Mr. Justice Morawetz dated August 31, 2012 and

October 9, 2012, respectively.

17.  The proposed POyry settlement continued to move forward, however. After
notice was sent out t0 the class, and after a hearing on September 21, 2012, Justice Perell
entered an order certifying the proceeding “as a class proceeding, for purposes of
settlement only,” allowing opt outs, providing that opt outs “may no longer participate in
any continuation or seitlement of the within action,” apptoving the settlement, entering a
bar order, and setting an opt out deadline (later defined as January 15, 2013). Attached
hereto and marked as Exhibits “F” and “G” are, respectively, a true copy of the Reasons
for Decision of Justice Perell in the Class Action, dated September 25, 2012, and a copy

of his Otder, entered October 30, 2012.

18.  We became aware that Class Counsel, acting for the Ontario Plaintiffs and other
investors named the «Ad Hoc Committee of Purchasers of the Applicant’s Securities,”
. were participating in mediations among parties in the CCAA proceeding, including
defendants in the Class Action. Batirente did not see any reason fo participate in or

object to those discussions.

19. 1 am informed by counsel that the version of the Plan distributed on November

28, 2012 — e, smmediately before the E&Y Seitlement was announced — explicitly
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provided that claims against third-party defendants, including E&Y, were not affected by

the Plan:

7.5 Equity Class Action Claims Against the Third Party Defendants
Notwithstanding anything to the contrary in this Plan, any Class Action Claim
against the Third Party Defendants that relates to the purchase, sale or ownership
of Existing Shares or Equity Interests: (a) is unaffected by this Plan; (b) is not
discharged, released, cancelled or barred pursuant to this Plan; (c) shall be
permitted to confinue as against the'T hird Party Defendants; (d) shall not be
limited ot restricted by this Plan in any manner as to quanfum or otherwise
(including any collection or recovery for any such Class Action Claim that relates
to any liability of the Third Party Defendants for any alleged liability of SFC);
and (e) does not constitute an Equity Claim or an Affected Claim under this Plan.

There was no indication prior to December 3, 2012, that any parties had any different

intention.

20.  Class Counsel énd E&Y announced on December 3, 2012, that they had reached a
proposed settlement, one of the terms of which apparently envisioned entry of full and
final relﬁ:ases in favour of E&Y in‘the CCAA proceedings and/or settlement proceedings
_ m the Class Action, the effect of which would be to negate the opt out rights of class
members. This was a complete surprise o us at Batirente, in that nothing in the CCA4 or
Class Action proceedings portended such an attémpt, and it was and is our understanding

that opt out rights cannot be abrogated under these circumstances.

137

2],  Batirente is especially concerned that E&Y, which should have acted as &

gatekeeper guarding against abuse and fraud by participants in Canada’s capital markets,

allowed the Sino-Forest fraud to develop under its watch, and is now misusing 2 CCAA4

2 Amended Plan of Compromise and Reorganization dated November 28,2012, Responding Motion
Record of the Objectors, Tab___.
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proceeding in which it is only a third-party defendant in order to obtain a global Release
from civil lability without providing injuted investors the right to litigate their claims

individually against E&Y after opting out of class litigation.

29, 1 respectfully refer and subscribe to the Affidavit of Eric J. Adelson, of Invesco,
Ltd., another Objector represented by Kim Orr, with respect to our view of the B&Y

Settlement.

73. I understand there isa risk that a class member’s failure to opt out of the I;Eiyry
settlemnent might be interpreted as depriving the class member of any opt out right with
respect to the action or any additional settiements in ﬁe futare. In view of that tisk, and
in order to preserve our rights as against Poyry and the other parties in the CCA4
proceeding and the Class Action, Bﬁtircnte_subnﬁtted an opt out form on January 135,

2013.

24, In order to avoid the possibility that Bitirente might be excluded both from

participating in the E&Y and/or other third-party defendant settlements, and from being .

able to prosecute claims against those defendants outside the Class Action, Batirente

included a condition on the opt-out form:

This opt-out is submitted on condition that, and is intended to be effective only to
the extent that, any defendant in this proceeding does not receive an order in this
proceeding, which order becomes final, releasing any claim against such
defendant, which includes a claim asserted on an opt-out basis by Comité
Syndical National de Retraite Batirente Inc. Otherwise, this opt out right would be

wholly illusory.

Attached hereto and marked as Exhibit “H” is a real and true copy of Bﬁﬁrenfe’s opt out

form (without trading records).
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25. My understanding of opt out rights is that Batirente, by opting out, would not be

able to participate in the Class Action, but that we were preserving our rights to pursue

our own claims against the defendants in the Class Action, including Poyry and E&Y

(among others). The E&Y Settlement, and the framework that may allow other

defendants to avail themselves of this procedure, would deprive Batirente of those rights.

Order Requested

26.  Bétirente respectfully requests that this Court dismiss the motion to approve the

E&Y Settlement.

27.  In the alternative, Bétirente respectfully requests that relief from the binding

effect of the Settlement Approval Order be granted to Bétirente and the other Objectors

represented by Kim Orr.

SWORN before me at the City of
Moniréal, in the Province of Québec,

this 18™ day of January, 2013.
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A Commissioner for taking affidavits.
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DANIEL SIMARD
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236

This is Exhibit “H” to the affidavit of Daniel Simard,
sworn before me at the City of Montréal, in the Province
of Québec, this |8 ®day of January, 2013,

A

AComsaissioner for taking affidavits.
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_ This opt-out is submitted on condition that, and is intended to be effective only to the extent that, any
Jéfendant in this proceeding does =t receive an order in this proceeding, which order becomes final, Yaleasing
any claim against such defendant, which includes a claim asserted on an opt-out basis by Comité Syndical

I;Tational de Retraite Batirente Inc. Otherwise, this opt out right would be wholly illusory. -

STNO-FOREST CLASS ACTION SETTLEMENT
OPT OUT FORM oot

-Januaty 15, 2013

THIS FORM IS NOT A REGISTRATION FORM OR A CLAIM FORM, o
THIS FORM EXCLUDES YOU FROM PARTICIPATION iN THE POYRY (BEWJING) SETTLEMENT AGREEMENT.
poO NOT USE THIS FORM IF vOU WANT TO REMAIN IN THE CLASS.

trasHlame FiptRaEme . ,
ClolmITEL TslYIND) oAl Tala) FrldolMAlel plel ||
Cuzrant Address RETR’A I‘TE _BA—NRENTE INC — S 3
mmg—ﬂrﬂEIQOMM;MﬂimﬁfsoN'- El
TTrr T ITTELEL NEEREREN
Cly BroviStale | Postal CodefZip Gode

TN RIEAL] L1 L 1] [Tlale] [H2le HERL

Soglal Ingurance Numberocle! Securlly Number/Unlque Tax idenlllis

(WAl T T

Telophone Nuntoer (Wor) _ Telophone Number (Home) _

ELE- (el -BEles L1 -

o, 2007t0donor 20ty 1| EEREN

Tolal ausmber of Sino-Forest securilies purchased during the Class Perlod (Masc)

You sl afao accompany your opt-out forin wilh brokerags sialements, or olhier Iraneaalion racords, Hlating all af your purchases of
8lo-Forest commaon shares belwaen Marah 19, 2007 lo Jurio 2, 2014, Inelusive {tha "Clags Period").

[deniliieation of persoh algning this Oyt Out Form {pleage cheek):

{ropresont that purchased glho-Forast Gomoration {*Slno- Forest') securlllos and am the abova ldentifled Class Membor. 1amsigning this

Fomm to EXCLUDE mfse]t I the participation In the Alno-Forest Clags Actlon Selilament Agrasment reachad botwsan the
/AL Glnag ang Poyry {Belling) Consulling Company Limted ¢Payry (Belllng) ) tha Setling Oelendant.

Purpoae for Opiing Out {check only onek .
E’ My gurranl Intention fa lo bagh Individual iilgatlon agaiet Péyry (Beliing) b tolaiton 10 Yhe malters alleged In 1he Proceadings,

E] { am opting out of the olass aclién for a reason other thanfo yegin Individual lliigation agalnet PByry {Bsijlng} In relailon to 1he mailors allaged In

1he Procesdinga, [am opiing oul lor (e following taason(sh

f BE ELIQIBLE Td REGEIVE BENEFITS OBTAINED BY WAY OF THE POYRY (BEIING)
\yo) PARTICIPATE IN ANY FUTURE SETTLEMENT OR JUDGEMENT WITH OR AGAINST

REMAINING DEFENDANTS, | O / I / ] I | / Z 0 )3

Dale Signod:

it

Plense mail your Opt Out Form to!
Sino-Forest Class Action '
PO Box 3355
London, ON N6A 4K3

TR
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Court File No.: CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

QUESTIONS ON WRITTEN EXAMINATION
ON AFFIDAVIT OF CHRISTINA DORIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C.
1985, ¢. C-36, AS AMENDED, AND IN THE MATTER OF A PLAN OF COMPROMISE
OR ARRANGEMENT OF SINO-FOREST CORPORATION

Court File No.; CV-11-431 153-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

QUESTIONS ON WRITTEN EXAMINATION
ON AFFIDAVIT OF CHRISTINA DORIA

BETWEEN:

THE TRUSTEES OF THE LABOURERS’- PENSION FUND OF CENTRAL AND
OF THE INTERNATIONAL UNION OF

EASTERN CANADA, THE TRUSTEES
93 PENSION PLAN FOR OPERATING
0, STUNDE AP-FONDEN, DAVID GRANT and ROBERT

ENGINEERS IN ONTARI
WONG ‘
Plaintiffs

-and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
HAN, W. JUDSON MARTIN,

known as BDO MCCABE LO LIMITED), ALLEN TY.C

KAI KIT POON, DAVID J. HORSLEY, WILLIAM E. ARDELL, JAMES P. BOWLAND,

~ JAMES M.E. HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J.
TING COMPANY LIMITED, CREDIT SUISSE

WEST, POYRY (BELJING) CONSUL
SECURITIES INC., DUNDEE SECURITIES

SECURITIES (CANADA), INC., D
ON SECURITIES INC., SCOTIA CAPITAL ING,, CIBC

CORPORATION, RBC DOMINE
WORLD MARKETS INC,, RRILL LYNCH CANADA INC., CANACCORD
FINANCIAL LTD,, MAISON PLACEMENTS CANADA INC., CREDIT SUISSE
SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE, FENNER & SMITH
INCORPORATED (successor by merger to Banc of America Securities LLC)
Defendants
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Proceeding under the Class Proceedings Act, 1992

QUESTIONS ON WRITTEN EXAMINATION
ON AFFIDAVIT OF CHRISTINA DORIA
THE Obijectors, Invesco Canada Lid., Northwest & Ethical Investments L.P., Comité
Syndical National de Retraite Batirente Inc., Matrix Asset Management Inc., Gestion Férique
and Montrusco Bolton Tnvestments Inc., have chosen to Cross examine Christina Doria, an
Associate at Baker & McKenzie LLP, Counsel to Poyry (Beijing) Consulting Company Limited
(“Poyry”), on her affidavit sworn January 18, 2013, filed in response to the motion to approve
the Ernst & Young Scttlement, by written questions and require that the following questions be

answered by affidavit in the Form attached as Schedule A, served by January 28, 2013:

1. Identify and provide copies of any documents constituting, reflecting, referred to in, or

underlying the proffer of evidence and information referred to in paragraphs 3 and 6 of

your affidavit;

2. Provide a brief narrative explaining the documented referenced in #1 above as well as a
summary of any potential oral evidence referenced in the proffer of evidence which

Poyry is expected to provide in a trial of the common issues;

3. Identify and provide any verbal, oral, and/or documentary information and technical
assistance that was provided to the Ontario Plaintiffs and Class Counsel as consideration
for agreeing to settle all claims against POyry, including any information and cooperation
provided under Articles 3.4(2)-3.4(6) of the POyry Qettlement Agreement attached to
your affidavit as Exhibit “A”.

January 25,2013 KIM ORR BARRISTERS P.C.
19 Mercer Street, 4™ Floor
Toronto, ON M5V 1H2

James C. Orr (LSUC #23180M)
Won J. Kim (LSUC #32918H)
Megan B, McPhee {(LSUC #48351G)
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Michael C, Spencer (LSUC #59637F)

Tel: (416) 596-1414
Fax: (416) 598-0601

Lawyers for Tnvesco ('anada Ltd., Northwest &
Ethical Investments L.P., Comité Syndical National
de Retraite Batirente Inc., Matrix Asset
Management Inc., Gestion Férique and Montrusco
Bolton Investments Inc.

TO: Baker & McKenzie LLP
Brookfield Place, Suite 2100
181 Bay Street,
Toronto, Ontario
M5 2T3

John Pirie (LSUC #40993K)

Tel: 416.865.2325

Fax: 416.863.6275

Email: john.pirie@bakennckenzie.com

David Gadsden (LSUC #50749U)

Tel: 416.865.6983
Email: david.gadsden@bakermckenzie.com

Lawyers for POyry (Beijing) Consulting Company Limited
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SCHEDULE A
Court File No.: CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

ANSWERS ON WRITTEN EXAMINATION
ON AFFIDAVIT OF CHRISTINA DORIA - -

F THE COMPANIES’ CREDI TORS ARRANGEMENT ACT, R.S.C.

HE MATTER OF A PLAN OF COMPROMISE
-FOREST CORPORATION

IN THE MATTER O
1985, c. C-36, AS AMENDED, ANDINT
OR ARRANGEMENT OF SINO

Coutt File No.: CV-11-4311 53-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

ANSWERS ON WRITTEN EXAMINATION
ON AFFIDAVIT OF CHRISTINA DORIA

BETWEEN:

THE TRUSTEES OF THE LABOURERS’ PENSION FUND OF CENTRAL AND
TASTERN CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF
OPERATING ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING
ENGINEERS IN ONT ARIO, STUNDE AP-FONDEN, DAVID GRANT and ROBERT
WONG

Plaintiffs

-and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
ALLEN T.Y. CHAN, W. JUDSON MARTIN,

known as BDO MCCABE LO LIMITED),
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KAI KIT POON, DAVID J. HORSLEY, WILLIAM E. ARDELL, JAMES P. BOWLAND,
JAMES M.E. HYDE, EDMUND MAK, SIMON MURRAY, PETER WAN G, GARRY J.
WEST, POYRY (BEIJIN G) CONSULTING COMPANY LIMITED, CREDIT SUISSE
SECURITIES (CANADA), INC., TD SECURITIES INC., DUNDEE SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL INC., CIBC
WORLD MARKETS INC,, MERRILL LYNCH CANADA INC,, CANACCORD
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC., CREDIT SUISSE
SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE, FENNER & SMITH
INCORPORATED (successor by merger to Banc of America Securities LLC)

Defendants

Proceeding under the Class Proceedings Act, 1992

ANSWERS ON WRITTEN EXAMINATION
ON-AFFIDAVIT OF CHRISTINA DORIA
I, Christina Doria, of the City of T oronto, in the Province of Ontario, an Associate at Baker &
McKenzie LLP, Counsel to Poyry (Beijing) Consulting Company- Limited MAKE OATH AND
SAY that the following answers to the Questions dated Jahuary 25, 2013 submitted by the
Objectors are true, 10 the best of my knowledge, information and belief:

1. Identify and provide copies of any documents constituting, reflecting, referred to in, or
underlying the proffer of evidence and information referred to in paragraphs 5 and 6 of

your affidavit;

2. Provide a brief narrative explaining the documented referenced in #1 above as well as a
summary of any potential oral evidence referenced in the proffer of evidence which

Poyry 18 expected to provide in a trial of the common issues;
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3. Identify and provide any verbal, oral, and/or documentary information and technical
assistance that was provided to the Ontario Plaintiffs and Class Counsel as consideration
for agreeing to seftle all claims against Poyry, including any information and cooperation
provided under Articles 3.4(2)-3.4(6) of the Poyry Settlement Agreement attached to
your affidavit as Exhibit “A”,

SWORN before me at the City of )
Toronto in the Province of Ontario, )
this___ day of January, 2013.

A Commissioner for taking affidavits. CHRISTINA DORIA
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢.C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SINO-FOREST CORPORATION

Court File No. CV-11-431 153-00CP

- ONTARIO
SUPERIOR COURT OF JU STICE

BETWEEN:

THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND

EASTERN CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF

OPERATING ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING

ENGINEERS IN ONTARIO, SJUNDE AP-FONDEN, DAVID GRANT
and ROBERT WONG

Plaintiffs

~and-

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly
known as BDO MCCABE LO LIMITED), ALLEN T.Y. CHAN, W. JUDSON
MARTIN, KAIKIT POON, DAVID J. HORSLEY, WILLIAM E. ARDELL, JAMES P.
BOWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON MURRAY, PETER
WANG, GARRY J. WEST, POYRY (BEIJING) CONSULTING COMPANY
LIMITED, CREDIT SUISSE SECURITIES (CANADA), INC.,TD SECURITIES INC,,
DUNDEE SECURITIES CORPORATION, RBC DOMINION SECURITIES INC.,
SCOTIA CAPITAL INC,, CIBC WORLD MARKETS INC., MERRILL LYNCH
CANADA INC CANACCORD FINANCIAL LTD.,, MAISON PLACEMENTS
CANADA INC., CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH,
PIERCE, FENNER & SMITH INCORPORATED
(successor by merger to Banc of America Securities LLC)

Defendants

Proceeding under the Class Proceedings Act, 1992
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RESPONSES TO QUESTIONS ON WRITTEN EXAMINATION ON AF FIDAVIT OF
C

HRISTINA DORIA (the "Doria Affidavit')

Response {o Questions #1 and #2

1.

The evidentiary proffer referenced in the Doria Affidavit related to POyry (Beijing)
Consulting Company Limited's ("Poyry (Beijing)") interactions with Sino-Forest
Corporation ("SFC") and others during the material timeframe. In or around late
2007, Poyry (Beijing) caised concerns with SFC in relation to the quality and
sufficiency of the information and data from SFC concerning the physical composition
(fibre, species, age, etc.) of the forest holdings to be valued, These concerns were
raiged in connection with SFC's unique business model and an apparent rapid
expansion in SFC's business. During this time, Poyry (Beijing) pressed SFC to put in
place a suitable forest inventory management system, By early 2010, P6yry (Beijing)
escalated matters by facilitating 2 meeting/conference call on April 9, 2010 with SFC
and its auditor, Ernst & Young LLP ("E&Y"). During the meeting/conference call,
Poyry (Beijing) voiced concerns with respect to the insufficiency of information from
SFC. Poyry (Beijing) also wanted to discuss with E&Y and SFC what steps could be
taken to improve the situation. Poyry (Beijing) expected that E&Y would share its
concerns and support its ongoing effort to have SFC provide more robust data and
information, but E&Y did not, and matters did not improve. Attached as Schedule
"A" are the minutes prepared by Poyry (Beijing) following the above-noted

meeting/conference call together with a covering email.

Response to Question #3

2.

Refused. This question is overbroad and beyond the scope of the matters at issue in
the present motion.

BAKER & McKENZIE LLP
Barristers and Solicitors
Brookfield Place, P.O. Box 874
181 Bay Street, Suite 2100
Toronto, ON M5J2T3
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John Pirie (LSUC# 40993K)
Email: john.pirie@bakermckenzie.com
Tel.: 416.865.2325

David Gadsden (LSUC# 50749U)

Email: david.gadsden@bakennckenzie.com
Tel.: 41 6.865.6983

Fax: 416.863.6275

Lawyers for Poyry (Beijing) Consulting
Company Limited

KIM ORR BARRISTERS P.C.
19 Mercer Street, 4th floor
Toronto, Ontario

M5V 1H2

James C. Orr (LSUC #23 180M)

Won J. Kim (LSUC #32918H)
Megan P. McPhee (LSUC #48351G)
Michael C. Spencer (LSUC #59637F)

Tel: (416) 596-1414

Fax: (416) 598-0601

Lawyers for Invesco Canada Ltd., Northwest & Ethical Investments L.P., Comité
Syndical National de Retraite Bétirente Inc., Matrix Asset Management Inc., Gestion
Férique and Montrusco Bolton Investments Inc.
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Schedule A
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Meeting/Concall with Poyry on April 9 at 10am HKT
Thomas Maradin, Josephine.Man@ca.ey.com.
Fred.Clifford@ca.gy.com,.
Yosanda Chiang 1o Ron.P.Patrickson@ca.ey.com, 04/15/2010 09:43 PM
Graham.Robertson@ca.ey.com,
Richard.James@ca.sy.com, Alfred Hung, Eric Chan
. Teresa Lal, f‘rudolf.rensburg@poyry.corn" ."doug.parsonson@poyry.com" .

ce: “steve.croskery@poyry.com” , Yosanda Chiang, Dave Horsley, Allen Chan
Hislory: This message has been forwarded.
Dear all,

Attached pls find the minutes for the meeting for your recod. This is likely thata follow-up
meeting will be held on May 3 (Mon) or May 4 (Tue) and will be confirmed shortly. Thank you.

Regards,
Yosanda

From: Yosanda Chiang

Sent: Wednesday, March 31, 2010 11:08 AM

To: Dave Horsley; Thomas Maradin; Josephine.Man@ca.ey.conm; Fred.Clifford@ca.ey.com;
doug.parsonson@poyry.com; Ron.P.Patrickson@ca.ey.com; Graham.Robertson@ca.ey.comy;
Richard.James@ca.ey.com; rudolf.rensburg@poyry.com; Alfred Hung; Eric Chan

Cc: Yosanda Chlang; Teresa Lau

Subject: Meeting/Concall with Poyry on Aprll 9 at 10am HKT

Importance: High

Dear all,

This is confirmed the meeting w/ Poyry held on April 9 (Fri) at 10am
HKT (i.e. April 8 {Thur) at 10pm EST).

Mr. Doug Parsonson of Poyry, Eric, Tom and Alfred will be presented in

person in our HK office.
Allen, Dave and EY team will dial in:

Dial in details as below
International Dial-In Number: +852 2888 0011 or
Canada : 1 866 9922 906
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PIN no. : 63288576414
Thank you.

Regards,
Yosanda

From: David Horsley <davehorsley@sinoforest.com>

To: Allen Chan; Allen (BB); Alired Hung; Eric Chan; Thomas Maradin

Cc: Yosanda Chiang, doug.parsonson@poyry.com <doug.pamonson@poyry.com>
Sent: Fri Mar 26 00:48:26 2010

Subject: Meeting with Poyry
We are planning a meeting for Friday April 9th at 10 am HK time with Poyry, SFC and EY. The purpose of

the meeting is as follows; ,
e SF overview of changes - including requirements for quarterly reporting, evolving business model,
IFRS, etc : : .
e Poyry overview of our interpretation of the valuation requirements and how we implement these in

practice

¢ Discussion of valuation approach and agreement on way forward including:
o  Data needs and timing arising
o Report format and content for public release

e FMIS
please confirm your availability asap.

We could follow this meeting with a second session that Alfred and | had discussed previously where we
would re-start the FMIS project. As you and | have discussed we can jointly agree on a controlled and
predictable workplan which will be achievable now Alired has been able to get the Malnland managers Up
to speed on what ls being planned.

Regards

Dave Horsley

SVP & CFO
Sino-Forest Corporation

Sino-Forest Minutes of Mesting 08 fpd, 2010pdf
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< POYRY
Page 1 (2}
Minutes of Meeting

Meeting Date:  Friday, 09 April, 2010
Time: 10.00:am HKG lime
Attendees
Sino-Forest:  Allen Chan, Thomas Maradin, Alfred Hung, Eric Chan.
psyry: Doug Parsonson, Rudolf van Rensburg, Steve Croskery
Via conference call

Sino-Forest: David Horsley 7
Ernst & Young Josephine Man, Graham Robertson, Fred Clifford, Ron p. Patrickson, L. Lange!

Agonda, IsSuss:

»  Poyry opened the meeting and expressed its app‘reciation for the participén'ts making time
- available. '

» Doug Parsonson outlined the meeting agenda which included:

— Payry's concemn about forest data shortcomings for the 2008 valuation
~ —~ High-level discussion of the action plan proposed by Péyry to address the above concerns
_ ER&Y comments in refation to the above two points '
- Requiremeﬁts and approach o handle the upcoming quarterly valuatiohs
~  Wrap-up of key declsion paints. -

«  Poyry explained that while the 2009 valuation estimate is the best result possible given the
limited forest inventory data available, a constructive sense of urgency is required to improve
this situation for the 2010 valuation. Poyry explained that, in almost all other valuation projects,
payry's role is to verify inventory data and yield tables provided by the client. In the case of
Sino-Forest, this information Is not forthcoming and the time and resources avaitable o Payry o
try and measure a sufficiently large number of inventory sample plois to derive statistically
meaningful results is not feasible. For this reason, payry is proposing action on two fronts for
Sino-Forest to consider and the delails of these action plans were to be discussed in @ follow-

on mesting between Sino-Forest and Payry.

« E&Y raised a question in relation to the difference between Sino-Foresl’stmarket capilafisation
value and forest resource valuation estimate (which is close to book value). This question
resulted in a discussion of Sino-Forest's business model versus estate model and assumptions:

that Poyry adopts in deriving a forest vaiue.

»  Steve Croskery explained that sino-Forest's business model is essentially a trading mode! of
forest assets whereas péyry's yaluation assumes a conventional management approach,
where the underlying assumption Is that the forest resource will be managed (as opposed to
being sold} on & continuous basis.

»  E&Y then posed the question as fo what market Sino-Forest is then really operating in and
there are any possibilities to close the gap between the market capitalised value and the forest
value, A rational market participant would want to maximise the cash flows and therefore the

value,

»  Doug Parsonson explained that gino-Forest's business can almost be d_escribed as a "deal
flow" whereas the forest valuation is based on @ wood flow.
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Agenda, lssues

Alten Chan made the observation that as Sino-Forest is éxpanding its own plantation forest, its
business model is actually shifting closer to what P8yry models.

David Horsley asked if a liquidation approach may not be more appropriate, Steve Croskery
explained that the Péyry wood flow mode! includes a front-end harvest loading which, {o some
extent, approximates the sale of forest. However, considerations such as available market for
the volume and the reality of AAC and license availabllity must also be taken into consideration.

E&Y raised the point that Sino-Forest's business model is truly unique. Essentially, the buyers
of Sino-Forest stock are financial players that purchase and hold, betting on timber prices to
increase. :

Sino-Forest observed that investors are wi'lling to pay a higher price for the company's shares
than what they may be willing to pay for the forest, as per the value estimate made by Péyry.

Sino-Forest market capitalisation therefore includes intanglble assets which includes the
company's unique ability to develop the forest trade deals, including the company's 16-year
leng track record.

David Horsley explained the benefits of having a parallel “hybrid valuation model” that takes
some of the future planned sale/acquisition transactions into consideration {usefut to Sino-
Forest In explaining some of the difference between Market Cap and BV). Ha requested that
E&Y continues to think about the possible presentation of such a model and that a follow-up

discussion may be necessary.

It was agreed that.

1.

Another mesting would be scheduled to come to an agreement on the forest crop valuation
methodology (modeling assumptions elc.) best suited to Sino-Forest and which is consistent
with 1AS41. This would involve Sino-Forest, E&Y and Pdyry.

Péyry would prepare a proposal for Sino-Forest for the prompt éstablishment and
implementation of an In-house forest inventory capacity and programme, in support of on-going
forest valuation and strategic planning.

The meeting concluded at about 12.30 pm HK time.

Minutes taken by Rudolf van Rensburg
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Court File No. CV-12-9667-00CL

SN ONTARIO

T "\, SUPERIOR COURT OF JUSTICE
Yo COMMERCIAL LIST
\“'?;’9 ,
ik IN THEMATTER OF THE COMPANIES’ CREDITORS
Y RRANGEMENT ACT, R.8.C. 1985, 0. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SINO-FOREST CORPORATION

MONITOR’S CERTIFICATE
(Plan Implementation)

All capitalized terms not otherwise defined herein shall have the meanings ascribed
thereto in the Plan of Compromise and Reorganization of Sino-Forest Caorporation (“SFC")
dated December 3, 2012 (the “plan”), which is atiached as Schedule “A” to the Order of the
Honourable Mr. Justice Morawetz made in these praceedings on the 10" day of December, 2012
(the .“Order”), as such Plan may be further amended, varied or supplemented from time to time

in accordance with the terms thereof.

Pursuant to paragraph 12 of the Order, FTI Consulting Canada Inc. (the “Monitor”™) in its
capacity as Court-appointed Monitor of SFC delivers to SFC and Goodmans LLP this certificate
and hereby certifies that:

1. The Monitor has received written notice from SFC and Goodmans LLP {on behalf
of the Initial Consenting Noteholders) that the conditions precedent set out in section 9.1 of the

Plan have been satisfied or waived in accordance with the terms of the Plan; and

TOR_LAWA 807738501
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2. The Plan Implementation Date has occurred and the Plan and the Plan Sanction

Order are effective in accordance with their terms.

DATED at the City of Toronto, in the Province of Ontario, this i‘ff day of January, 2013,

FTI CONSULTING CANADA INC., in its
capucity as Court-appointed Monitor of the Sino-
Forest Corporation and not in its personal capacity

By:

—~ ny ..
Name, 61‘050¢1%“’i 30 .
Title: Sentor Mma&n x \sro-&'&'f

TOR_LAWABITTIRA
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&
KIM-ORR

Micheael C. Spencer
Tel: (416) 349-6572
E-mail: mes@kimorr.ca

VIA FACSIMILE AND E-MAIL

March 26, 2013

The Honoutable Mr. Justice Morawetz
Commercial List Office

10th Floor, 393 University Avenue,
Toronto, ON

Ms5G 1E6

Your Honour;

Re:  Sino-Forest Corporation (Re) — CCAA Proceeding, Court File No. CV-12-9667-00CL

The Trustees of the Labourers’ Pension Fund of Central and Easterr Ca'nada v, Sino-
Forest Corp., Court File No. CV-11-431153-00CP

This letter is respectfully submitted on behalf of Invesco Canada Ltd., Northwest & Ethical
Investments L.P., Comité Syndical National de Refraite Batirente Inc., Mafrix Asset
Management Inc., Gestion Férique and Montrusco Rolton Investments Ine, (the “Objectors” in
the above proceedings) with respect to the proposed settlement with Ernst & Young LLP and
selated matters, This letter responds to the Coutt’s request at this morning’s conference for a
specification in writing of our objections and alternative proposals for settling the Order with
respect to the Court’s Endorsement, dated Match 20, 2013.

The Objectors maintain their opposition o the substance of the proposed settlement and related
matters as previously argued to the Coutt. As stated at the conference, the Objectors respectfully
raise three issues in connection with the form of order proposed by Class Counsel and E&Y (the

“proposed Order”).

First, we note that the Endorsement stafes in numerous places that distribution of the Settlement

—_—

Fund is an integral part of the CCA4 Plan of Compromise of Sino-Forest (“Plan”). See, €.g.
Endorsement paragraph 63 (“it is clear that Erst & Young is contributing in a tangible way 1o
the Plan, by its significant contribution of $117 million.”); see also patagraphs 36, 50, 54, 62,
and 71. We also note that section 6(8) of the CCAA requires a plan of complomise or
arrangement to provide “that all claims that ate not equity claims are to be paid in full before
[any] equity claim is to be paid” Similatly, Plan section 4.5 provides that, in light of the fact

that non-equity eredifors are not being paid in full, “Equity Claimants shall not receive any

KIM ORR BARRISTERS P.C. 19 MERCER STREET, 4™ FLOOR, TORONTO, ON M5Y 1H2
1.416.596.1414 F, 4165980601 wwwXimom.cd
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&4

consideration ot distributions under the Plan ....” In the case of Sino-Forest, the non-equity
creditors are the company’s poteholdets as of the Distribution Record Date.

Paragraph 17 of the Proposed Order contemplates distribution of the Settlement Fund “fo or for
the benefit of the Securities Claimants for their claims against Brost & Young.” Securitics
Claimants are defined in Appendix A of the Proposed Oxder as persons who acquired Sino-
Forest securities, including shares and notes, at any time. This includes members of the class in
fhe Class Action, i.e. Sino-Forest shate purchasexs and nofe purchasers during the class period,
even if those persons subsequently have sold their shares or nofes, “Seeurities Claimants” as a
group thus include noteholders, but also note purchasers who no longer hold their notes, and also
any share parchasers (who may oi may not otill be shareholders as well).

Some counsel at today's conference indicated that the net Settlement Fund is intended to be paid
to plaintiffs and class members in the Class Action — i.¢., share and note purchasers during the
class period. In our view, distribution of any settlement proceeds from E&Y to class members
would be appropriate. However, since as cuirently configured the distribution of Settlement
Fund amounts will occur as part of the Plan, as the Court found in its Endorsement, we are
concerned that payments to share and note purchasers cannot be squared with CCAA section 6(8)

and Plan section 4.5, as described above.

Althoungh we acknowledge that the actual allocation of Seftlement Fund amounts will be decided
later, in our view the tension described above represents a fundamental problem stemming fiom
using the CCA44 to effectuate a third-party non-debtor settlement and releases in this situation,
and we do not see any way 10 resolve that issue in the wording of the order. We undeystood
Class Counsel to say that the Settlement Fund was intended to be “separate” from the Plan and
thus not subject o section 6(8), and they may wish to clarify this in their proposed language for
the order, although in our view that would not resolve the undetlying problem.

Second, paragraph 4 of the Proposed Order appoints the Ontario Plaintiffs as “representatives on
behalf of ... the ‘Securities Claimants’ ... in the Ontario Class Action, including for the purposes
of and as contemplated by seetion 11,1 of the Plan, and more particularly the Binst & Young
Settlement and the Ernst & Young Release.” The Objectors continue to assert that their interests
cannot be represented by the Ontario Plaintiffs for the reasons previously argued. In addition it
seems clear that a conflict has developed between non-equity creditor noteholders and other
securities claimants, as described in the section above, such that they cannot all be propetly
represented by the Ontatio Plaintiffs and their counsel. Finally it is unclear whether the
appointment is intended to cover representation of a certified class as against all remaining
defendants in the class action; if the intent is more fimited, as counsel seemed to indicate at the
conference, in our view the word “including” could be removed in paragraph 4, 50 that the
representation is expressly limited to section 11.1 of the Plan and more patticularly the Ernst &
Young Seftlement and the Bmst & Young Release. While our clients object to that

representation, at least the intended scope will be made cleat.

‘Third, the Proposed Order does not deal with the status of the Objectors’ opt outs (mentioned at
paragraph 80 of the Endorsement). The Objectors wish to opt out and believe they have, but we
understand our friends’ position o be that the Releases are effective regardless. This could be
clarified by inserting, in Paragraph 9 of the Proposed Order (desctibing the binding effect of the

KIM ORR BARRISTERS P.C. 19 MERCER STREET, 4™ FLOOR, TORONJO, ON M5V 1H2 2
T, 4165961414 F. A16.598.0601 WwwAv XmoOm.Ca
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Al
Release) after the word “disability,” the phrase: «. . notwithstanding any purported Class Action

opt-outs submitted by the Objectors or any other Person,...”. Again, while our clients object to
that outcome, at least the intended scope will be made clear.

Respectfully,

A Ao A C ‘C-‘l/\/t-‘\,_..._-

Michael C. Spencer

cC: The Service List, as attached
E. Adelson, Invesco Canada Ltd.
J. Mountain, Northwest & Ethical Investments L.P.
D. Simard, Comité Syndical National de Retraite Bétirente Inc.
D. Balsdon, Matrix Asset Management Inc.
L. Lizotte, Gestion Férique
M. Natal, Montrusco Bolton Investments Inc.

KIM ORR BARRISTERS P.C. 19 MERCER SIREET, 4™ FLOOR, TOROMIQ, ON M5V 1H2 3
T. 414.596.1414 £, 416.598.0601 www.Ximoir.ca
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Massimo (Max) Starnino
T 4166467431  Asst 416,646,7470
E 41646464301
.E max stomino@paliarerdiand.com
weaw.poliarerdland.com

Fle 80089

March 27, 2013

HAND DELIVERED

Superior Court of Justice
Commercial List

330 University Avenue
Toronto, ON M8G 1R7

. Dear SirslMesdames:'

Re: Sino-Forest Corporation
Court File No. CV-12-9667-00CL.

We write on behalf of the Ad Hoc Committee of Purchasers of the Applicant’s
Securities (the "Ad Hoc Purchasers”) In connection with the referenced maiter.
Yesterday, we attended before Justice Morawetz to settle the terms of his order

in this. mafter dated March 20, 2013. At that time and for the first time, Michael

Spencer, on behalf of the Objectors to the Emst & Young Settlement, expressed
concerns with respect to the terms of the draft order. In response, His Hohour
asked the Objectors to provide detailed drafting comments in the form of a
marked-up order and directed that we schedule any further attendance to seftle

the form of the order through your office.

Yesterday evening, Mr. Spencer sent a letter to His Honour detailing his
concems. Accordingly, we write to respond to those concems, and to ask that
you bring this letter to Justice Morawetz's attention and let us know whether he
would like us to re-attend before him for the purpose of settling the order (and, f
so, the first available date on which he is avallable), or If he prefers {o deal with
this matter on the basis of the correspondence, without any further attendance.

Response to the Obleetors’ Concerns

Mr. Spencer's letter purports to raise “concems” regarding paragraphs 4, © and
17 of the draft settlement approval order and provides drafting comments for
paragraphs 4 and 9. Mr. Spencer’s other comments are argument and should

have been raised on the motion before Justice Morawetz, upon which he has

now rendered his decision. They were not.

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
155 WELLINGTON STREET WEST 35TH FLOOR TORONIOC ONTARIO M5V 3H1 T 416.646.4300



ey

158

Page 2

The Ad Hoc Purchasers do not oppose the suggested change to paragraph 4 to
remove the word nncluding”, on the terms set out below. Otherwise, it is
respecifully 'submitted that the order, which was circulated in advance of the
Eebruary 4, 2013 hearing and the form of which was' unopposed by aty party at

the motion, should not change. -

Paragraph 4
Paragraph 4 of the settlement approval order provides as follows:

THIS COURT ORDERS that Ontario Plaintiffs are hereby recognized and
appointed as representatives on behalf of those Persons described in
Appendix “A" hereto (collectively, the uggeurities Claimants”) In these
insolvency proceedings In respect “of the Applicant (the ‘CCAA
Proceedings™) and In the Ontarlo Class Action, Including {for the purposes
of and as contemplated by section 11.1 of the Plan, and more particularly
the Emst & Young Settlement and the Ernst & Young Release.

The Ad Hoc Purchasers do not oppose changing paragraph 4 by deleting the
word “including” as proposed by Mr. Spencer, so that it reads as follows!

THIS COURT ORDERS that Ontarlo Plalntiffs are hereby recognized and
appointed as representatives on behalf of those Persons described in
Appendix “A” hereto {collectively, the “gecurities Clatmants”) In these
insolvency procesdings in respect of the Applicant (the “CCAA
Proceedings”) and in the Ontario Class Action, for the purposes of and as
contemplated by section 11.1 of the Plan, and more particularly the Ernst
& Young Settlement and the Emst & Young Release.

In agresing to this change, the Ad Hoc Purchasers do not concede that any
conflict has develeped among the Securities Claimants, as defined, or that the
order does any more or any less than as drafted, :

Paragraph 9
Paragraph 9 of the setilement approval order provides as follows:

THIS COURT ORDERS that this Order, the Emst & Young Seftlement
and the Emst & Young Release are binding upon each and every Person
or entity having an Emst & Young Claim, Including those Persons who
are under disability, and any requirements of rules 7.04(1) and 7.08(4) of
the Rules of Civll Procedure, R.R.O. 1990, Reg. 194 are dispensed with
in respect of the Ontario Class Action.

in Mr. Spencer’s letter, the Objectors propose amending this paragraph to add

gfter the word “disability’ the phrase “... notwithstanding any purported Class

Action opt-outs submitted by the Objectors or any other Person,...”

PALIARE ROLAND ROSENBERG ROTHSTEIN LLF

] 155 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO M8V 3H1 T 8166464500
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This addition is unnecessary and might be taken to suggest that opt out rights
would otherwise apply and that this Court's order eliminated opt out rights.

Thers Is no ambiguity in paragraph 9 that requires clarification.

- paragraph 17
Paragraph 17 of the settiernent approval order provides as follows:

THIS COURT ORDERS that after payment of class counsel fees,
disbursements and taxes (including, without [imitation, notice and
administration costs and payments to Claims Funding Intemational) and
upon the approval of @ Claims and Distribution Protocol, defined below,
the entlre balance of the Settlement Fund shall, subject o paragraph 18
balow, be distributed 1o or for the bensfit of the Securities Claimants for
their claims against Emst & Young, in accordance with a process for
allocation and distribution among Securities Claimants, such process to
be established by CCAA Representative Counsel and approved by further
order of this court (the sCaims and Distribution Protacol”).

The Objectors seek no drafting amendments to this paragraph. Instead, their
“concems” are properly argument which should have been made at the motion,

but were not.
The prooesé of aliocation is fo be determined, and court approval will be sought.

Engaging in argument subsequent to the settlement approval motion and prior to
the allocation motion should not be encouraged.

However, should His Honour be Inclined to engage on the merits, we have set
out our position as follows.

The Objectors argue that payments {0 share and note purchasers “sannot be
squared” with subsection 6(8) of the CCAA and article 4.5 of the Plan.

The Objectors are incorrect and thelr submissions do not accord with the explicit
language of the Plan or the purpose of subsection 6(8) of the CCAA. Paragraph
17 of the order provides for payment by Emst & Yound for claims against Emst &
Young. Such claims aré not Equity Claims and thus article 4.5 of the Plan and

subsection 6(8) of the CCAA do not apply.
Article 4.5 of the Pian provides for the release of "All Equity Claims” and Indicates
that Equity’ Claimants ‘shall not receive consideration or distributions under the

Plan. its operation is [imited to affecting Equity Claims. In contrast, the Plan
provides that claims against non-debtors, such as Ermst & Young, aré not Equity

Clalms:

4, Equity Claim is defined as a Claim, which itself Is defined as sany right or
claim ... that may be asgerted or made against SFC",

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
155 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO MSV 3H1 T 4166464300
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2. Further, article 7.5 of the Plan expressly provides that the claims against
Emst & Young are not Equity Claims: "any Class Action Claim against the
Third Party Defendants that relates to the purchase, sale or ownership of

Existing Shares or Equity Inferests. .. (6) does not.cor itute =guity Claim

or an Affected Claim under this Plan,” [Emphasis added].

Atticle 4.5 of the Plan thus does not apply to payments pursuant to the Emst &
Young Seftlement in satisfaction of claims against Emst & Young.

More generally, sub-section 6(8) of the. CCAA also does not apply. The Court of
Appeal, In the course of upholding this Court’s Equity Claims Decision (Re Sino-
Forest Corp., 2012 ONCA 816), recently explained the purpose of subection 6(8)

* of the CCAA:

In our view, in enacting s. 6(8) of the CCAA, Parliament intended
that a monetary loss suffered by a shareholder (or other holder of
an equlty Interest) In respect of his or her equity
interest nof diminish the assets of the debtor available to general
creditors In a restructuring. If a shareholder sues audtiors and
underwriters in respect of his or her loss, in addition to the debtor,
and the auditors or underwriters assert claims of confribution or
Indemnity against the debtor, the assets of the debtor available to
general creditors would be diminished by the amount of the claims
for contribution and indemnity. (2012 ONCA 816 at para. 56)

Accordingly, subsection 6(8) of the CCAA Is concemned with ensuring that the
proceeds or value of the assets of the debtor corporation are used first to pay
creditors’ claims In priority to equity clalms agalnst the debtor. It is not concemed
with distrbutlions from non-debtors for non-equity claims. The claims against
Emst & Young are not equity claims under the CCAA and thus subsection 6(8) of
the CCAA does not apply. This Is reflected in the Plan itself and in particular
through the definition of Equity Claim and article 7.6 of the .Plan, as explained

above.

The Objectors’ submissions also continue to blur.the principle governing
treatment of third party releases in a CCAA plan as set forth in the ATB Financial
case, and fail to address the solid, and unchallenged, evidentiary record before
the court, Including the affidavits and their exhibits of Mike Dean and Judson
Martin, cataloguing the extensive contributions to the Plan.and the CCAA
process that the Emst & Young Settlement provided in addition to the monetary

cgntribution, including: _
! (a) Emst & Young agreed to support the Plari;

- (b) The Emst & Young Settiement was a catalyst fo other parties, including
the Underwriters and BDO Limited, supporting the Plan;

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
155 WELLINGTON STREET WEST 35TH FLOOR  TORONIO ONTARIO M5V 3H] T 416,646.4300
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(c) Emst & Young's support materially simplified and accelerated the Plan
approval and implementation process:

(d) Emst & Young agreed that its claims against Sino-Forest and the Sino-
Forest Subsidiaries are released, which claims were significant and
material as stated above. In particular, the Proofs of Claim filed by Emst
& Young set out extensive claims that were asserted directly against the
Sino-Forest Subsidiaries. None of these claims were addressed In the

Equity Claims Order,;

(e) Emst & Young has agreed {o waive any leave to appeal to the Supreme
Court of Canada in respect of the dismissal of its appeal by the Court of .

Appeal for Ontatlo of the Equity Claims Order;. i
(f) By agreelng to release all these claims, Emst & Young efiminated:

() Dilution of the Noteholders' recovery i Emst & Young were
ultimately to obtain judgments or settiements in respect of those

claims;

(i The expense and inanagement time otherwise to be inourred by
Newco and the Subsidiaries in litigating these claims; and

(i) What might otherwise have been a significant extension of the
timelines to complete the restructuring of Sino-Forest;

{g) Emst & Young agreed not to receive any distributions of any kind under
the Plan, as have the other Third Party Defendants. Without that
agreement, the Unresolved Claims Reserve would have materially
increased, with the potental for a corresponding dilution of consideration

paid to the Affected Creditors; .

{h) Emst & Young agreed not to pursue its objections generally to the Plan
and Its sanction, and agreed to not pursue all of its appeal rights in that

regard.

The Ad Hoc Purchasers respectfully request the issuance of the settlement
approval order, substantially in the form approved in this Court's reasons dated
March 20, 2013, subject only to the additional change fo paragraph 4 referenced
above. Clean coples of the revised order are enclosed in the event that His

Honour prefers fo deal with this matter in writing.

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP :
185 WELLINGTON STREET WEST 35TH FLOCR TORONTO ONTARIO MBV 3H1 T 4166464300
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We thank the Court for its attention to this matter.

C. Service List
Clients

- Ba2se2_1.00C

PALIARE ROLAND ROSENBERG .ROTHSI'E!N LLp
. 155 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO MBSV 8H1 T 416,646.4300
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: 130 Adelaide B1W T 416-865-9500
isf?nchz %ﬁef Suite 2600 F416-865-9010
ag Torento, ON wonnfitizuteaxsn

Canada MsH3P5

March 27, 2013 Peter Griffin
_ Direct line: 416-865-2921
HAND DELIVERED Direct fax: 416 -865-3558

Emaijl: periffin@litigate.com

Superior Court of Justice
Commercial List

330 University Avenue
Toronto, ON MS5G 1IR7

Dear Sirs/Mesdames:

Re:  Sino-Forest Corporation |
Court File No. CV-12-9667-00CL

We have read the leiter of Massimo Starnino, counsel to the Ontario Plaintiffs, sent to the
Court today, We agree with and support Mr. Starnino’s response to the “concerns” raised
by counsel to the Objectors on the Ernst & Young Settlement motion. ‘'We ask that this
letter be brought to Justice Morawetz’s attention,

The Ernst & Young Settlement was patt of the complete package that led to the approval
and sanction of the Plan and its implementation. The monetary contribution of Ernst &
Young is but one part of the contributions by Ernst & Young to the Plan. That being
said, it is worth noting that the definition of Securities Claimants includes the current
noteholders as at the Plan sanction date, who are the non-¢quity creditors of Sino-Forest,
The Ad Hoc Commitiee of Noteholders continues tg support the Ernst & Young
Settlement,

These “concerns” of the Objectors have been raised against the prospect of a leave to
appeal motion and should properly have been raised as part of argument on the motion.

Sincerely,
-""—’—___’“—_— - _——ﬂj\
— /’f

Peter Griffin

e Service List

BARRISTTRR LENCINER SLAGHT ADYOE BT H GIaERN LLE
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Coutt of Appeal File No.:
§.C.1. Court File No.: CV-12-9667-00CL.

COURT OF APPEAL FOR ONTARIO

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRAN GEMENT ACT,

R.S.C. 1985, ¢, C-36, AS AMENDED, AND IN THE MATTER OF APLAN OF
COMPROMISE OR ARRANGEMENT OF SINO-F OREST CORPORATION

Court of Appeal File No.:
g.C.J. Court File No.: CV-1 1-431153-00CP

" COURT OF APPEAL FOR ONTARIO
BETWEEN: |

RS? PENSION FUND OF CENTRAL AND
TERNATIONAL UNION OF
AN FOR OPERATING
DAVID GRANT and

THE TRUSTEES OF THE LABOURE

TASTERN CANADA, THE TRUSTEES OF THE IN

OPERATING ENGINEERS LO CAL 793 PENSION PL

ENGINEERS IN ONTARIO, SJUNDE AP-FONDEN,
ROBERT WONG

Plaintiffs

-and -

SINO-FOREST CORPORATION, ERNST & YOUNG LIP, BDO LIMITED
(formerly known as BDO MCCABE LO LIMITED), ALLENT.Y. CHAN, W,
JUDSON MARTIN, KAI KIT POON, DAVID J. HORSLEY, WILLIAM E.
ARDELL, JAMES P. BOWLAND, JAMES M.E. HYDE, EDMUND MAK, SIMON
MURRAY, PETER WANG, GARRY J. WEST, POYRY (BEIJING) CONSULTING
COMPANY LIMITED, CREDIT SUISSE SECURITIES (CANADA), INC., TD
SECURITIES INC., DUNDEE SECURITIES
CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL INC,,
CIBC WORLD MARKETS INC,, MERRILL LYNCH CANADA INC.,

CANACCORD FINANCIAL LTD,, MAISON PLACEMENTS CANADA INC,,

CREDIT SUISSE SECURITIES (USA) LLC and MERRILL LYNCH, PIERCE,
ger to Banc of America

FENNER & SMITH INCORPORATED (successor by mer

Securities LLC)
Defendants

Proceeding under the Class Proceedings Act, 1992
NOTICE OF APPEAL

THE OBJECTORS (APPELLANTS) APPEAL to the Court of Appeal from the

"order dated March 20, 2013 (“Settlement Approval Order”) of the Honourable M, Justice
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Morawetz approving the Ernst & Young LLP Seittement (“E&Y Settlement”) and third
party release of Ernst & Young LLP (“E&Y Release”).

The Appellants also appeal the order dated March 20, 2013 (“Representation
Dismissal Order”) of Justice Motawetz dismissing the Appellants’ motion for a
representation order and dismissing their request for relief from the binding effect of the
,1-epre'sentation order appointing certain other persons (the Ont_ario Plaintiffs) as
represéntatives, as part of the restructuring proceedings of Sino-Forest Corporation (“Sino-

TForest” or the “applicant”).
THE APPELLANTS ASK:

1, that an Order be granted setting aside the Settlement Approval Order;
2, that an Onder be granted setting aside the Representation Dismissal Order;
3. such further and other relief as this Honourable Coutt may deem jost.

THE GROUNDS OF APPEAL are as follows:

1. Justice Morawetz erred in entering the Settlement Approval Order approving the
L&Y Setflement and E&Y Release under the Companies’ Creditors Arrangement Act,
R.S.C. 1985, ¢ C-36 (“CCAA™) in connection with the Plan of Compromise and

Reorganization of Sino-Forest Corporation (the “Plan”), particularly in that:

(a) Justice Morawelz, the Supervising CCAA Judge in this proceeding, was
designated on December 13, 2012, by Regional Senior J ustice Then to heat the motion
for approvat of the E&Y Settlement pursuant to both the CCA4 and the Class |
Proceedings Act, 1992, 8.0. 1992, ¢. 6 ("CPA");

(b)y the Setflement Approval Order in effect avoided or rejected application of

the CPA in determining whether to approve the E&Y Settiement;
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(¢) the Seitlement Approval Order in effect refused to certify the class
proceeding against E&Y under the CPA,

(d) the Settlement Approval Order in effect entered judgment on common
issues ot entered an aggregate assessment of monqtary relief on the claims assg*ted
under the CPA against E&Y, by fully and finally releasing E&Y from liability to class
members upon satisfaction of the conditions of the settlement; .

(6)  the Ontatio Plaintiffs did not appropriately and adequaté}y represent the
membérs of the class whose claims against E&Y are proposed to be settled and
released;

()  the CP4 provides an adequate and appropriate alternative framework for the
proposed settlement of the class action claims asserted against E&Y;

(g) the terms of the E&Y Settlement -do not provide any assurance that
settlement consideration would flow to the parties whose claims are proposed to be
settled and released;

(h)  theterins of the E&Y Seftlement were construed by the Court not to provide
opt out tights fo the members of the class whose claims against E&Y are proposed to
be settled and released;

(i) no-opt-out class action seftlements are not petmissible under the CPA4; and,

()  the Court did not address or decide whether the amount of consideration in
the proposed E&Y Settlement was fair, reasonable, and adequate;

Justice Morawetz erred in entering the Representation Dismissal Order, particulatly

in that the Appellants would have more appropriately and adequately represented the

interests of the members of the class who are equity claimants and/or the membets who

objected to the proposed E&Y Settlement, without any conflict of interest, and the interests
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of justice would have been setved thereby. The combined effect of the Representation
Dismissal Order and Settlement Approval Order denied the Appellants their right to

Tepresentation by counsel of their choice;

3, The Appellants have moved for leave to act as the representative paty on this
appeal; |

4, Rules 10 and 61 of the Rules of Civil Procedure, RR.O. 1990, Reg. 194;

5. ‘Sections 6 and 134 of the Courts of Justice Act, R.8.0, 1990, ¢. C.43;

6. Sections 5, 9, 17, 19, 24, 29, 30(3), 30(5) and 34 of the Cluss Proceedings Act,
1992, 8.0. 1992, ¢, 6; and,

7. Such further and other grounds as counsel may advise,

THE BASIS OF THE APPELLATE COURT’S JURISDICTION IS:

1, The orders appealed from are final orders of a Judge of the Superior Court of
" Justice disposing of the rights of class members. Accordingly, the appeal lies directly to
the Court of Appeal; :

2, Secﬁop 6(1)(b) of the Courts of Justice Aet, R.8.0. 1990, c. C-43; and,

3, Sections 30(3) and 30(5) of the Class Proceedings Aet, 1992, 8.0, 1992, c. 6.

The Appellants request that this appeal be heard at Toronto.

April 18,2013 KIM ORR BARRISTERS P.C,
19 Mercer Street, 4™ Floor
Toronto, Ontario
M5V 12

Michael C. Spencer (LSUC #59637F)
Won J. Kim (LSUC #32918H)
‘Megan B. McPhee (LSUC #48351G)

Tel: (416) 596-1414
Fax: (416) 598-0601
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Lawyers for the Objectors (Appellants),
Invesco Canada Ltd., Northwest & Ethical
Investments L.P., Comité Syndical National
de Retraite Batirente Inc., Matrix Asset
Management Inc., Gestion Férigque and
Montrusco Bolton Investmenis Inc.

TO: THE SERVICE LIST
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A) LLC and MERRILL 1L,YNCH, PIERCE,
¢ of America

INCORPORATED (smeeessor by merger to Ban

CREDIT SUISSE 8
Securities 1LLC)
Defendants

FENNER & SMITH

Proceeding undes the Class proceedings Act 1992
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THIS MOTION, made by the Moving Parties (Appellants) {nvesco Canada Lid.,
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coutof Appeal Rile No.: V42068
Court of Appe i pile No.t M42399
M42404

Cowrt of Appeal Pile No.

Court of Appeal i
g,C.J. Court Tile Now CV-12—966’1—000L

THE HONOURABLE MADAM )
)
) 15T DAY OF MAY, 2013

THE COMPANIES’ CREDITORS ARRANGEMENTACT,
RS.C. 1985, ¢ (36, AS AMERDED, AND IN THE MATTER OF A PLAN OF
1S ARRANGEMENT oF SINO-FOREST CORPORATION

Coutt of Appesl File Mot ¥
42399

Cowrt of Appeal yile No.: M
Cowmt of Appeal pile No:t MA2404
56961

Court of Appeal File No.t
g.C.J, Cowt File No. cv-11 4311 53-00CP

COURT OF APPEAL FOR ONTARIO

BETWE EN:
THE TRUSTEES OF THE LABOURE Y PENSION ruUND OF CENTRAL AND
A, THL TRUSTEES oF THE INT
SION PLANTFOR OPERATING

EASTRRN CANADA,
NG EN@NEERS LOCAL 793 PEN
JUNDE APJTOND IN, DAVID GRANT and

OPERAT
ENGlNEERS b ONTARIO, ] ,
ROBERT WONG
Plaintiffs
-and -
ORATION, ERNS vOUNG LR, BD‘? LIMITED

GINO-FORESY CORP 7 8 YOUN
(formeﬂy Lnown 88 BDO MCCAB LC LIMITED); ADLEN T-X: CHAN, W,
TIN KA KT POON, DAVID i N HORS TIAM B

. yuDSON MARLLT
ARDELL, JAMESY. gOWLAND, JAMES M.E. HYDE, EDMU
MURRAY,I’ETERWANG, GARRY J‘WEST,POYRY BREUING)
CONSULTING CO WY LIMITED, CREDIT SUISSE SECURITIES
(CANADA) NG, TIES NG, DUNDEE SECURITIES
CORPORATION, MINION SECURITIESINC., COTIA CAPITAL
NG, CIBC WO MARKETS INCss R LYNCE CANADA NG
RD FIN LTD., MAISON PLACEMENTS CANADA INCs
d 1 yNCH, PIERCE
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FENNER & SMITH INCORPORATED (successox by merger to Bane of Awmerica

Seeurities 11,
Defendants

Praceeding ander the Class Proceedings Act, 1992
ORDER
THIS MOTION, made by the Moving Parties (Appeﬂants) Tnvesco Canada Ltds

Northwest & Ethical. Tnvesiments 1P, Comité Syndicat National de Retraite Batirente

Ing., Matiix Asset Management Tne., Gestion Férique and Montiasco Polion Tnvestments

Inc. for directions on administrative matters ineluding consolidating expediting and

seeking representative status on motions for leave 10 appeal aud in the appeals thexeofs

was heard this day, &t QOsgoode Hall, 130 Queen St West, Toronto, Ontario.
ON READING the motion record and factum of the Appeﬂaﬁts and the motion

vecotd and factum of the responding patties, and on heating the submissions of the

Jawyess fof she Appellasts and the responding patties,
1. THIS COURT ORDERS that all materials yelated to this motion, the motions for
feave 10 appeal pearing Coutt of Appeal Tile No.i M42068 and M42399, the appeal In

Court File No. 56961 and, if feave 18 granted, any appeal from the oxders dated March

50, 2013 of the Honourablé M. Justice MorawelZ (“Seﬁlement Approval Oyder” and

"Representation Dismissal Order”, Court of Appeal Tile Now M42399), the onder dated

Decémﬁer 10, 2012 of the Honougable M, Justice Morawetz (“Sanction Order”, Couit of

Appeal File No. MA2068) and the motions 0 quash the Appeliants’ Nétice of Appeal
(Coul't of Appeal File Nos (56961), may be served bY electronic muail, and that pro-of of
seceipt of that electronic mail is not recuired 10 validate service and is hereby dispensed

with for the puLpose of filing the matetials with the Coutt
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9. THIS COURT ORDERS that the motton for leave 10 appeal the Qanction Osder
shall be consoiidated and heard togethor with the motion for leave to appeal the
Setilement Approval Oxdor and Representation Dismissal Order.

3, TﬁIS COURT ORDERS that the motion 10 consohdate the hearing of the motions
for leave 10 appeal and the retaféd appeals, orally and before @ panel of fhree judges, is
dismissed.

4, THIS COURT ORDERS that the motion for leave 10 appeal the Settlement
Approval Ordey and the Representafion Dismissal Ovder shail be perfected by May 10,
2613, responding sateyial ghall be served by May 17, 2013 and reply factums, if any,
shatl be served by May 27,2013, |

s, THIS COURT ORDERS that 1he motions to quash the Appetiants’ Notice of Appeal
ghall be perfected by May 10, 2013 and responding matexials shafl be served by May 17,
2013. |

6. THIS COURT ORDERS that the timelines for perfeciing the ap peal initiated by the
Appellants’ Notice of Appesl shall be suspended pending the result of the motions t0

quash suich that time shall not rng

4. THIS COURT ORDERS that the otions for leave 10 appeal shatl be listed for the
week of June 24,2013}

8. THIS COURT ORDERS that the motmns 16 quash the Appeltants’ Notice of Appeal
shall be heard on June 28, 2013 The movmg paty shall be pexmtﬁéd 30 minutes for

avgunaent and the responding party shall be peumtted 0 minutes for ar rgument,
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9. THIS COURT ORDERS that the Appellants’ motions for leave to act as the

representative parfy for {he purposes of any appeal and to expedite any appeals is
reserved to the leave panel or the appeal panel.

10, THIS COURT ORDERS that the costs of this motion for directions Is regerved to

" the panel heating the motions for leave to appeal and the motions to quash the

Appellants’ Notice of Appeal.
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File Number:

INVESCO CANADA LTD., et al. - and - SINO-FOREST CORPORATION, et al.
Applicants (Applicants) Respondents (Respondents)

IN THE SUPREME COURT OF CANADA
(ON APPEAL FROM COURT OF APPEAL FOR
ONTARIO)

Proceeding commenced at Toronto
Proceeding under the Class Proceedings Act, 1992

APPLICATION FOR LEAVE TO APPEAL OF
THE APPLICANTS INVESCO CANADA LTD.,
NORTHWEST & ETHICAL INVESTMENTS L.P.,
COMITE SYNDICAL NATIONAL DE RETRAITE
BATIRENTE INC., MATRIX ASSET
MANAGEMENT INC., GESTION FERIQUE, AND
MONTRUSCO BOLTON INVESTMENTS INC.

VOLUME III OF 1V

KIM ORR BARRISTERS P.C.
19 Mercer Street, 4™ Floor
Toronto, ON M5V 1H2

Won J. Kim (LSUC # 32918H)
E-mail: wik@kimorr.ca

Tel: (416) 349-6578
Fax: (416) 598-0601

Counsel for the Applicants (Moving Parties/Appellants)
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