
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

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.C-36, AS AMENDED 

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

AFFIDAVIT OF DANIEL E. H. BACH 

I, Daniel E. H. Bach, of the City of Toronto, in the Province of Ontario, MAKE OATH 

AND SAY: 

1. I am a lawyer in the class actions department of Siskinds LLP ("Siskinds"), co-counsel 

for the plaintiffs (the "Plaintiffs") in the class proceeding styled Trustees of the 

Labourers' Pension Fund of Central and Eastern Canada v Sino-Forest Corporation et 

al., bearing (Toronto) Court File No. CV-11-431153-00CP (the "Ontario Class Action"). 

2. As such, I have knowledge of the matters to which I hereinafter depose. Where that 

knowledge is based on information obtained from others, I have so indicated and believe 

that information to be true. 

3. I swear this affidavit in support of the Plaintiffs' motion for an order, inter alia, 

terminating these proceedings under the Companies' Creditors Arrangement Act 

("CCAA") and appointing a receiver of the assets, undertakings and properties of Sino-
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Forest Corporation ("Sino"). No portion of this affidavit is meant to waive, nor should it 

be construed as a waiver of, solicitor-client, litigation or any other privilege. 

CLASS ACTION LITIGATION INVOLVING SINO 

The Ontario Class Action 

Overview of the Ontario Class Action 

4. On July 20, 2011, the Trustees of the Labourers' Pension Fund and the Trustees of the 

International Union of Operating Engineers commenced the Ontario Class Action by way 

of a notice of action. In addition to Sino, the action names 25 defendants, including 

Sino's former auditors, various underWriters and a forestry valuation company. 

5. By way of a notice of action issued on November 14, 2011, Messers. Grant and Wong 

commenced an action (the "Grant-Wong Action"), arising out of the same facts, against 

Sino and certain of the other individual and corporate defendants. 

6. On December 13, 2011, the plaintiffs in the Grant-Wong Action filed a statement of 

claim. 

7. On January 6, 2012, the Honourable Justice Perell granted the Plaintiffs carriage of the 

Ontario Class Action, and consolidated the Ontario Class Action and the Grant-Wong 

Action. 

8. On direction from court staff, the Plaintiffs filed an amended notice of action and a 

statement of claim on January 26, 2012 (the "Claim"). A copy of the Claim is attached 

and marked as Exhibit "Y'' to the affidavit of Judson Martin, sworn March 30, 2012, 

which Sino has filed in this proceeding (the "Martin Affidavit"). 
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9. Following the filing of the Claim on January 26, 2012, we undertook to Justice Perell, the 

case management judge assigned to the Ontario Class Action, to serve and file by no later 

than April 2, 2012 our clients' motions for certification (the "Certification Motion") 

under the Class Proceedings Act, 1992 (the "CPA") and for leave to assert the statutory 

cause of action for secondary market misrepresentation (the "Leave Motion") under Part 

XXIII. I of the Ontario Securities Act (the "OSA"). The Plaintiffs brought a motion 

seeking to have the Certification Motion and Leave Motions heard in late August 2012. 

This motion was scheduled for March 22, 2012. 

10. However, on February 16, 2012, the Ontario Court of Appeal issued its decision in 

Sharma v Timminco Limited, 2012 ONCA 107 (CanLII). In that decision, the Court held, 

in essence, that the limitation period under Part :XXIII.1 of the OSA was not tolled in that 

action by the filing of a pleading wherein the plaintiff declared an intention to seek leave 

to assert the Part XXIII. I cause of action (as the Plaintiffs have done from the outset of 

the Ontario Class Action). 

11. Immediately following the issuance of the Timminco decision, out of an abundance of 

caution, Dimitri Lascaris of Siskinds LLP wrote to counsel to those of the defendants in 

the Ontario Class Action against whom a Part XXIII.1 claim is sought to be asserted (the 

"Leave Defendants"), and requested that they enter into a tolling agreement, failing 

which the Plaintiffs would seek to have the Leave Motion heard on March 22, 2012. 

12. On March 2, 2012, by which time none of the Leave Defendants had agreed to toll the 

Part XXII1.1 limitation period, we served upon counsel to the Leave Defendants the 

Plaintiffs' motion record in support of the Leave Motion. Pursuant to Part :XXIII.l of the 

OSA, a copy of that motion record was also served upon the Ontario Securities 
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Commission (the "OSC"). Attached and marked as Exhibit "A" is a disk containing an 

electronic copy of the motion record filed by the Plaintiffs in support of the Leave 

Motion. 

On March 6, 2012, the Leave Defendants entered into a tolling agreement with the 

Plaintiffs. Pursuant to the tolling agreement, the parties agreed that the miming of time 

for the purpose of asserting Part XXIII.l claims was to be suspended as of March 6, 2012 

until February 28, 2013. On that basis, the Plaintiffs agreed to postpone the hearing of 

the Leave Motion and Certification Motion until a date in the summer or fall of 20 12 so 

that the defendants would have time to prepare responding materials and allow for full 

preparation. 

The expiration date of February 28, 2013 was carefully crafted by the parties in the 

Ontario Class Action with the assistance of the Honourable Justice Perell in order for the 

Leave Motion to be prepared and heard, and for a decision to be rendered by him, before 

the expiration of the tolling agreement. As such, any interruption or delay to the 

timetable will have a pass-on effect, with the result being that the decision on the Leave 

Motion might not be released before February 28, 2013. This puts the Class Members at 

risk of having some or all of their claims extinguished as a result of the potential expiry 

of a limitation period. 

In support of their Leave Motion, the Plaintiffs filed a proposed Fresh as Amended 

Statement of Claim (the "Amended Claim"). The Amended Claim, which will be filed 

with the Court in accordance with the reasons of Justice Perell, is different from the 

Claim. Among other things, .the Amended Claim incorporates information revealed to 

the public for the first time by the special committee established by Sino's Board to 
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investigate the Muddy Waters allegations (the "SC"). It also incorporates information 

obtained through our own, ongoing, investigation and analysis, which was aided by 

various experts, and which was also aided by investigators based in Hong Kong. A copy 

of the Amended Claim is marked and attached as Exhibit "8". 

16. The Amended Claim alleges that Sino, certain of its officers and directors, its auditors, 

and its underwriters made material misrepresentations regarding the operations, revenues, 

net income and assets of Sino. The Claim seeks an aggregate of $9.2 billion in damages 

and is brought on behalf of: 

all persons and entities, wherever they may reside who acquired Sino
Forest's Securities during the Class Period by distribution in Canada or on 
the Toronto Stock Exchange or other secondary market in Canada, which 
includes securities acquired over-the-counter, and all persons and entities 
who acquired Sino-Forest'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 (the "Class" or "Class Members") 

17. The Amended Claim defines "Excluded Persons" as the Defendants, their past and 

present subsidiaries, affiliates, officers, directors, senior employees, partners, legal 

representatives, heirs, predecessors, successors and assigns, and any individual who is a 

member of the immediate family of an individual defendant. 

18. The Amended Claim defines the Class Period as "the period from and including March 

19, 2007 to and including June 2, 2011." 

The Evidence Supporting the Leave Motion 

19. The Part :XXII1.1 cause of action which the Plaintiffs principally seek to assert is set forth 

ins. 138.3(1) of the OSA, which states in part: 
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138.3(1) Where a responsible issuer or a person or company with actual, implied 
or apparent authority to act on behalf of a responsible issuer releases a document that 
contains a misrepresentation, a person or company who acquires or disposes of the 
issuer's security during the period between the time when the document was released 
and the time when the misrepresentation contained in the document was publicly 
corrected has, without regard to whether the person or company relied on the 
misrepresentation, a right of action for damages against, 

(a) the responsible issuer; 

(b) each director of the responsible issuer at the time the document was released; 

(c) each officer of the responsible issuer who authorized, permitted or acquiesced 
in the release of the document; 

[ ... ] 

(e) each expert where, 

(i) the misrepresentation is also contained in a report, statement or opinion 
made by the expert, 

(ii) the document includes, summarizes or quotes from the report, statement or 
opinion ofthe expert, and 

(iii) if the document was released by a person or company other than the expert, 
the expert consented in writing to the use of the report, statement or opinion in 
the document. 

Under s. 138.8(1) of the OSA, an action may be commenced under Part XXIII. I only with 

leave of the Court, which shall be granted if (1) the plaintiff is acting in good faith; and 

(2) there is a reasonable possibility that the action will be resolved at trial in favour of the 

plaintiff. Section 138.8 (2) of the OSA stipulates that, in an application for leave, the 

plaintiff and each defendant shall serve and file one or more affidavits setting forth the 

material facts upon which each intends to rely. 

In support of the Leave Motion, the Plaintiffs have filed the following affidavits, all of 

which were served on counsel to Mr. Martin approximately four weeks before he swore 

the Martin Affidavit: 
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(a) One affidavit from each of the five plaintiffs; 

(b) An affidavit sworn by me, to which is attached, among other things, a large 
number of Sino disclosure documents, and which also touches upon other matters, 
including Sino's historical results as compared to the results of its peers; 

(c) An affidavit from Steven Chandler, a former senior law enforcement official from 
Hong Kong (the "Chandler Affidavit"); 

(d) An affidavit of Alan Mak, an expert·in forensic accounting from the Toronto
based firm of Rosen & Associates; 

(e) An affidavit of Dennis Deng, a lawyer qualified to practice in the PRC, and a 
partner in a law firm that is one of Beijing's leading law firms and is also one of 
China's largest law firms (the "Deng Affidavit"); and 

(f) An affidavit of Carol-Ann Tjon-Pian-Gi, a lawyer qualified to practice in the 
Republic of Suriname (the "Tjon-Pian-Gi Affidavit"). 

22. Below I summarize the four affidavits on which the Plaintiffs principally rely to establish 

the merits of their proposed Part XXIII.l claims. 

The Chandler Affidavit 

23. Among other things, Mr. Chandler examined various business records that had been filed 

with the Administration of Industry and Commerce of the PRC (the "AIC"), as well as 

certain filings with the Courts of Hong Kong. Based in part upon that examination, Mr. 

Chandler found, inter alia, that: 

(a) A company from which Sino had claimed to have generated substantial sales was 
in fact a shell and never did any business from the time of its establishment; 

(b) Neither Sino nor any of its subsidiaries appeared to have an interest in a 
Shanghai-based company of which Sino claimed to be part-owner; 

(c) Sino failed to disclose that one of its officers was a major shareholder of a 
subsidiary ofHomix Limited (a company discussed in the Martin Affidavit) at the 
time that Homix was acquired by Sino; and 
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Contrary to statements made in the Final Report of the SC, maps are in fact 
allowed and have been widely used in the PRC for at least the last three years . 

The Tjon-Pian-Gi Affidavit 

24. Ms. Tjon-Pian-Gi opines on Sino's assertion that one of its subsidiaries, The Greenheart 

Group ("Greenheart"), was granted well in excess of 150,000 hectare of forestry 

concessions in the Republic of Suriname. Ms. Tjon-Pian-Gi's opinion undermines this 

assertion or, at a minimum, constitutes evidence that Greenheart's concessions may not 

be compliant with the laws of Suriname. In particular, the Forest Management Act ofthe 

Republic of Suriname prohibits a person or legal entity, or various legal entities in which 

a person or legal entity has a majority interest, from being granted more than 150,000 

hectares of forestry concessions. 

The Deng Affidavit 

25. In essence, Mr. Deng opines, inter alia, that: 

(a) It is unlawful in the PRC, and potentially punishable with severe criminal 
penalties, for forestry companies or their representatives to give gifts to 
employees of forestry bureaus (the SC disclosed that "there are indications in 
emails and in interviews with [Sino] Suppliers that gifts and cash payments are 
made to forestry bureaus and forestry bureau officials"); 

(b) Sino's BVI subsidiaries are likely engaging in "business activities" in the PRC in 
violation of PRC law, and the unauthorized conduct of "business activities" in the 
PRC is potentially punishable with severe penalties; 

(c) It is likely that certain of Sino's authorized intermediaries and suppliers refused to 
produce requested documentation to the SC because that documentation may 
demonstrate that they were engaging in illegal tax evasion; and 

(d) In the PRC, standing timber may not be purchased without purchasing land use 
rights, and because foreign forestry companies are not allowed to purchase land 
use rights, the standing timber purchase contracts entered into by Sino's BVI 
subsidiaries are void and unenforceable under PRC law. 
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The Mak Affidavit 

26. Essentially, Mr. Mak opines, inter alia, that: 

(a) From an accounting and financial reporting perspective, and based on publicly 
available information (including the SC's reports), sufficient appropriate evidence 
does not exist to justify Sino's reporting of timber assets and revenues for the vast 
majority of Sino's standing timber activities in 2006 to 2010; 

(b) The annual audited financial statements of Sino for much or all of the period 
2005-2010 should not have been issued to the public; 

(c) The legal ownership and occurrence of bona fide economic transactions have not 
been established by Sino or by the investigation of the SC; 

(d) Given the 'closed circuit' nature of Sino's standing timber business model, a 
serious possibility (if not high probability) is that Sino's entire standing timber 
business is an accounting fiction; 

(e) Sino's timber assets, revenues and profits from at least 2006 to 2010 were grossly 
overstated; 

(f) In direct contravention of Canadian GAAP, Sino grossly overstated its "cash 
flows from operating activities," a figure that is extensively relied upon by 
financial analysts to compute valuations of the company; and 

(g) Ernst & Young and BDO failed to conduct their audits in accordance with 
Generally Accepted Auditing Standards, and failed to detect material 
misstatements in Sino's fmancial statements. 

The Proposed Representative Plaintiffs in the Ontario Class Action 

27. The trustees of the Labourer's Pension Fund of Central and Eastern Canada ("Labourers') 

are proposed representative plaintiffs in the Ontario Class Action. Labourers' is a multi-

employer pension plan providing benefits for employees working in the construction 

industry. The fund is a union-negotiated, collectively-bargained defined benefit pension 

plan established on February 23, 1972 and currently has approximately $2 billion in 
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assets, over 39,000 members, over 13,000 pensioners and beneficiaries and 

approximately 2,000 participating employers. A board of trustees representing members 

of the plan governs the fund. The plan is registered under the Pension Benefits Act, RSO 

1990, c P.8 and the Income Tax Act, RSC 1985, 51
h Supp, c.l. Labourers' purchased 

Sino's common shares over the TSX during the Class Period and continued to hold shares 

at the end of the Class Period. In addition, Labourers purchased Sino's common shares 

pursuant to a prospectus and in the distribution to which that prospectus related. 

The trustees of the International Union of Operating Engineers ("Operating Engineers") 

are proposed representative plaintiffs in this action. Operating Engineers is a multi

employer pension plan providing pension benefits for operating engineers in Ontario. The 

pension plan is a union-negotiated, collectively-bargained defined benefit pension plan 

established on November 1, 1973 and currently has approximately $1.5 billion in assets, 

over 9,000 members and pensioners and beneficiaries. The fund is governed by a board 

of trustees representing members of the plan. The plan is registered under the Pension 

Benefits Act, RSO 1990, c P.8 and the Income Tax Act, RSC 1985, 5th Supp, c.1. 

Operating Engineers purchased Sino's common shares over the TSX during the Class 

Period, and continued to hold shares at the end of the Class Period. 

Sjunde AP-Fonden ("AP7'') is the Swedish National Pension Fund. As of June 30, 2011, 

AP7 had approximately $15.3 billion in assets under management. Funds managed by 

AP7 purchased Sino's common shares over the TSX during the Class Period and 

continued to hold those common shares at the end of the Class Period. 

David Grant is an individual resident in Calgary, Alberta. During the Class Period, he 

purchased 100 of the Sino 6.25% Guaranteed Senior Notes due 2017 pursuant to an 
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offering memorandum. Mr. Grant continued to hold those Notes at the end of the Class 

Period. 

31. Robert Wong is an individual residing in Kincardine, Ontario. During the Class Period, 

he purchased Sino's common shares over the TSX and continued to hold some or all of 

such shares at the end of the Class Period. In addition, Mr. Wong purchased Sino 

common shares pursuant to a prospectus and continued to own those shares at the end of 

the Class Period. 

32. Collectively, the Plaintiffs held in excess of 1.1 million Sino shares and 100 Sino notes at 

the end of the class period (on June 2, 2011). 

Other Class Members' Involvement in the Ontario Class Action. 

33. Our firm was recently retained by U.S.-based Davis Selected Advisors L.P ("Davis") in 

connection with, among other matters, the Ontario Class Action and this proceeding. 

Davis held approximately 31 Sino million shares, or 12.6% of Sino's outstanding shares, 

as of April29, 2011, as well as various notes of Sino-Forest. I understand that that Davis 

is currently Sino's second largest shareholder. 

34. Davis has instructed us to advise this Honourable Court that it completely supports the 

granting of the relief sought in this motion. 

35. In addition, on April10, 2012, I spoke to Richard Edlin of Greenberg Traurig, counsel to 

U.S.-based Paulson & Co. ("Paulson"). I understand that Paulson held approximately 34 

million Sino shares, or 14.1% of Sino's outstanding shares, as of April29, 2011, but that 

Paulson sold its Sino stake in June 2011, after publication of the initial Muddy Waters 
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report. Mr. Edlin advised me that Paulson completely supports the granting of the relief 

sought in this motion. 

36. Finally as of April 11, 2012 Siskinds and Siskinds Desmeules had been contacted by 311 

putative class members, and Koskie Minsky had been contacted by 204 putative class 

members. 

The Defendants 

37. Sino purports to be a commercial forest plantation operator in the People's Republic of 

China and elsewhere. Sino is a corporation formed under the CBCA. At material times 

relevant to the Ontario Class Action, Sino was a reporting issuer in all provinces of 

Canada, and had its registered office located in Mississauga, Ontario. At the material 

times, Sino's shares were listed for trading on the TSX under the ticker symbol "TRE," 

on the Berlin exchange as "SFJ GR," on the over-the-counter market in the United States 

as "SNOFF" and on the Tradegate market as "SFJ TH." Sino securities were also listed 

on alternative trading venues in Canada and elsewhere including, without limitation, 

AlphaToronto and PureTrading. Sino's shares also traded over-the-counter in the United 

States. Sino has various debt instruments, derivatives and other securities that are traded 

in Canada and elsewhere. 

38. Allen Chan is a co-founder of Sino, and was the Chairman, Chief Executive Officer and a 

director of the company from 1994 until his resignation from those positions on or about 

August 25, 2011. 

39. David Horsley is Sino's Chief Financial Officer, and has held this position since October 

2005. Mr. Horsley resides in Ontario. 
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40. Kai Kit Poon is a co-founder of Sino, and has been the President of the company since 

1994. He was a director of Sino from 1994 to May 2009, and he continues to serve as 

Sino's President. Mr. Poon resides in Hong Kong, China. 

41. Peter Wang is a director of Sino, and has held this position since August 2007. Mr. 

Wang resides in Hong Kong, China. 

42. Judson Martin has been a director of Sino since 2006, and was appointed vice-chairman 

in 2010. On or about August 25, 2011, Mr. Martin replaced Allen Chan as Chief 

Executive Officer of Sino. Mr._Martin was a member of Sino's audit committee prior to 

early 2011. He resides in Hong Kong, China. 

43. Edmund Mak is a director of Sino and has held this position since 1994. Mr. Mak was a 

member of Sino's audit committee prior to early 2011. Mr. Mak resides in British 

Columbia. 

44. Simon Murray is a director of Sino and has held this position since 1999. Mr. Murray 

resides in Hong Kong, China. 

45. James M.E. Hyde is a director of Sino, and has held this position since 2004. Mr. Hyde 

was previously a partner of the defendant, Ernst & Young. He is the chairman of Sino's 

Audit Committee and a member of the Compensation and Nominating Committee. Mr. 

Hyde resides in Ontario. 

46. William E. Ardell is a director of Sino, and has held this position since January 2010. 

Mr. Ardell is a member of Sino's audit committee. He resides in Ontario. 
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James P. Bowland was a director of Sino from February 2011 until his resignation from 

the Board of Sino in November 2011. While on Sino's Board, Mr. Bowland was a 

member of Sino's Audit Committee. He was formerly an employee of a predecessor to 

Ernst & Young. Mr. Bowland resides in Ontario. 

Mr. Bowland was initially a member of the SC. However, on November 4, 2011, in the 

middle of the SC's investigation into the Muddy Waters allegations, Sino issued a press 

release announcing that Mr. Bowland had resigned as a director of Sino. No reasons 

were given in that press release for his resignation. Attached and marked as Exhibit "C" 

is a copy of the November 4, 2011 press release. 

Garry J. West is a director of Sino, and has held this position since February 2011. Mr. 

West was previously a partner at the defendant, Ernst & Young. Mr. West is a member 

of Sino's Audit Committee. He resides in Ontario. 

Ernst & Young was engaged as Sino's auditor from August 13, 2007 to April 4, 2012. 

Ernst & Young was also engaged as Sino's auditor from Sino's crell;tion through 

February 19, 1999, when Ernst & Young resigned during audit season and was replaced 

by the now-defunct Arthur Andersen LLP. Ernst & Young was also Sino's auditor from 

2000 to 2004, when it was replaced by BDO Limited. 

BDO Limited is the successor of BDO McCabe Lo Limited, the Hong Kong, China based 

auditing firm that was engaged as Sino's auditor during the period of March 21, 2005 

through August 12, 2007, when they resigned at Sino's request, and were replaced by 

Ernst & Young. 
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52. Poyry (Beijing) Consulting Company Limited is an international forestry consulting firm 

which purported to provide certain forestry consultation services to Sino. 

53. A number of underwriters are also named as defendants in the Amended Claim. These 

underwriters include Bane of America Cory>oration, Cannacord Financial Ltd., CIBC 

World Markets Inc., Credit Suisse Securities (Canada) Inc., Credit Suisse (USA) LLC, 

Dundee Securities Corp., Maison Placements Canada Inc., Merrill Lynch Canada Inc., 

RBC Dominion Securities Inc., Scotia Capital Inc., and TD Securities Inc. 

54. The various defendants are represented in the Ontario Class Action by the following 

firms: 

(a) Bennett Jones LLP- Sino, Edmund Mak, Simon Murray, Judson Martin, Kai Kit 

Poon, Peter Wang; 

(b) Wardle Daley Bernstein LLP - David Horsley; 

(c) Miller Thomson - Allen Chan; 

(d) Osler, Hoskin & Harcourt LLP- William Ardell, James Bowland, James Hyde~ 

Garry West; 

(e) Lenczner Slaght Royce Smith Griffin LLP -Ernst & Young LLP; 

(f) Affleck Greene McMurtry LLP- BDO Limited; 

(g) Baker & Mckenzie LLP- Poyry (Beijing) Consulting Company Limited; and 

(h) Torys LLP- all Underwriters. 
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55. On June 6, 2011, the law firm of Rochon Genova LLP commenced an action (the "Smith 

Action") against Sino and certain other defendants arising out of the same set of 

allegations as those advanced in this action. 

56. On September 26, 2011, the law firm of Kim Orr Barristers commenced an action (the 

"Northwest Action") against Sino and certain other defendants arising out of the same set 

of allegations as those advanced in this action. 

57. By an order dated January 6, 2012, Justice Perell stayed the Smith Action and the 

l'forthwest Action, and carriage of the action was granted to the Plaintiffs. A copy of 

those reasons are marked and attached as Exhibit "D". 

Parallel Quebec Action 

58. On June 9, 2011, Siskinds Desmeules, a Quebec City law firm affiliated with Siskinds, 

filed a petition for an order authorizing the bringing of a class action and granting the 

status of representative in the Quebec Superior Court (the "Quebec Proceeding"). The 

petition in the Quebec Proceeding defines the proposed Class as: 

all persons or entities domiciled in Quebec (other than the Defendants, 
their past and present subsidiaries, affiliates, officers, directors, senior 
employees, partners, legal representatives, heirs, predecessors, 
successors and assigns, and any individual who is an immediate member 
of the families of the individual named defendants) who purchased or 
otherwise acquired, whether in the secondary market, or under a 
prospectus or other offering document in the primary market, equity, 
debt or other securities of or relating to Sino-Forest Corporation, from 
and including March 19, 2007 to and including June 2, 2011. 
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59. I am advised by Simon Hebert, the lawyer at Siskinds Desmeules with carriage of the 

Quebec Proceeding, that he anticipates that, prior to the hearing of the Quebec 

Proceeding, the class definition will be revised so that it is limited to Quebec residents 

eligible to participate in a class proceeding under the Quebec Code of Civil Procedure, 

which expressly excludes entities employing more than 50 persons from participating in a 

class proceeding. 

60. By virtue of our relationship with Siskinds Desmeules, we believe we can coordinate the 

progress of the Quebec Proceeding and the Ontario Class Action in a complimentary and 

efficient manner. 

Parallel United States Action 

61. On January 27, 2012, the Washington, DC-based law firm of Cohen Milstein Sellers & 

Toll PLLC commenced a proposed class action against Sino and certain other defendants 

in the New York Supreme Court (the "U.S. Action"). The U.S. Action defines the 

proposed class as: 

(i) all persons or entities who, from March 19, 2007 through August 26, 
2011 (the "Class Period") purchased the common stock of Sino-Forest on 
the Over-the-Counter ("OTC") market and who were damaged thereby; 
and (ii) all persons or entities who, during the Class Period, purchased 
debt securities issued by Sino-Forest other than in Canada and who were 
damaged thereby. 

62. I am not aware of any material steps having been taken by the plaintiff in the U.S. Action 

to advance that action. 

63. To my knowledge, Sino has no offices or operations in the United States. 
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64. 

65. 

66. 

On December 1, 2011 the Merchant Law Group LLP commenced a proposed class action 

against Sino and certain other defendants in the Saskatchewan Court of Queen's Bench 

styled as Haigh v Sino-Forest Corporation (the "Saskatchewan Action"). The proposed 

class in the Saskatchewan Action is defmed as: 

All persons and entities wherever they may reside who acquired 
securities of Sino during the Class Period either by primary distribution 
in Canada or an acquisition on the TSX or other secondary market in 
Canada, other than the Defendants, their past and present subsidiaries, 
affiliates, officers, directors, senior employees, partners, legal 
representatives, heirs, predecessors, successors and assigns, and any 
individual who is an immediate family member of an Individual 
Defendant. 

I am not aware of any material steps having been taken by the plaintiff in the 

Saskatchewan Action to advance that action. 

To my knowledge, Sino has no offices or operations in the Province of Saskatchewan. 

67. I am not aware of any other civil actions having been commenced in Canada or elsewhere 

against any of the Defendants in relation to the facts pleaded in the Claim. 

The Status of the Ontario Class Action 

Motions Relating to the Ontario Class Action 

68. There are currently four motions scheduled to be heard in the Ontario Class Action. 

These are: 

(a) The Plaintiffs' motion for certification for the purpose of settlement only as 

against the defendant, Poyry (Beijing) Consulting Company Limited ("Poyry"). 

The Plaintiffs have reached a settlement with Poyry, and the motion for 
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certification is brought on consent. The motion is scheduled to be heard on April 

17, 2012. In order for this settlement to be effected, it will also have to be 

approved by way of motion by the Quebec Superior Court. Attached and marked 

as Exhibit "E" is a disk containing an electronic copy of the motion record filed 

by the plaintiffs in support of the motion for certification for the purpose of 

settlement. . 

(b) The Plaintiffs' motion for approval of a litigation funding agreement reached 

between the Plaintiffs and Claims Funding International, PLC ("CFI"). In the 

motion, the Plaintiffs also seek an order that all communications between CFI, 

class counsel and the Plaintiffs are confidential, that CFI provide security for 

costs, and that class counsel and the Plaintiffs may provide documents to CFI on 

the condition that CFI and its staff are subject to the deemed undertaking pursuant 

to Rule 30.1.03 of the Rules of Civil Procedure. The motion is also scheduled to 

be heard on April 17, 2012. Attached and marked as Exhibit "F" is a disk 

containing an electronic copy of the motion record filed by the plaintiffs in 

support of the litigation funding motion. 

(c) The Leave Motion and the Certification Motion, the latter of which was served on 

the defendants on April 2, 2012. These motions are scheduled to be heard from 

November 21 to 30, 2012. 

Timetable of Pending Motions 

69. On March 22, 2012, the Honourable Justice Perell heard a contested motion regarding the 

date on which the Leave and Certification Motions would be heard. All of the defendants 
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made submissions and opposed the scheduling of the certification motion for November 

2012. 

In reasons dated March 26, 2012, the Honourable Justice Perell ordered that any Leave 

Defendant who elects to file an affidavit in opposition to the Leave Motion would be 

required to serve a Statement of Defence. The defendants in the Ontario Class Action 

had opposed an order requiring them to serve a defence before adjudication of the Leave 

and Certification Motions. 

In his March 26, 2012 reasons, Justice Perell also set a timetable for the Plaintiffs' 

motion for funding approval, Leave Motion, and Certification Motion. The reasons for 

decision are marked and attached as Exhibit "G". 

The timetable, as set out at paragraph 93 of those reasons, is as follows: 

Funding Approval Motion 

March 9, 2012: Plaintiffs to deliver motion record (completed) 

March 30, 2012: Defendants to deliver responding records, if any 

April6, 2012: Plaintiffs to deliver factum 

April 13, 2012: Defendants to deliver factum 

April 17, 2012: Hearing of the motion 

Leave and Certification Motion 

AprillO, 2012: Plaintiffs to deliver motion record 

June 11, 2012: Defendants to deliver responding records 

July 3, 2012: Plaintiffs to deliver reply records, if any 

September 14, 2012: Cross-examinations to be completed 
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October 19,2012: Plaintiffs to deliver factum 

November 9, 2012: Defendants to deliver factum 

November 21-30, 2012: Hearing ofthe motion 
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Osler's Dual Roles in the SC's Investigation and in the Ontario Class Action 

73. Osler, Hoskin & Harcourt LLP ("Osler") is counsel to the defendants William Ardell, 

James Bowland, James Hyde, and Garry West in the Ontario Class Action. Each of these 

individuals was a director of Sino during the Class Period. 

74. On June 3, 2011, Sino-Forest issued a press release announcing the creation of the SC, 

which initially consisted of the defendants, William Ardell, James Bowland, and James 

Hyde. The mandate of the SC was said to be to "thoroughly examine and review the 

allegations contained in Muddy Waters' report". The SC appointed Osler as its legal 

counsel. A copy of the June 3, 2011 press release is marked and attached as Exhibit 

"H". 

75. On January 31, 2012, the SC released its final report to Sino's board of directors. The SC 

concluded that although there remain outstanding issues that have not been fully 

answered, the SC had reached the point of diminishing returns. Attached and marked as 

Exhibit "I" is a copy of the final report. 

76. In an article dated February 13, 2012, William Ardell disclosed that Sino had then spent 

approximately $50 million on its internal investigation. Attached and marked as Exhibit 

"J" is a copy of that article. 

Sino's Performance from its Listing on the TSX to 2012 

77. From 1994, when Sino became a TSX-listed company, to 2010, Sino's reported annual 

revenues increased from US$20.5 million to US$1.9 billion, or 9,291%, and its year

over-year reported revenues decreased only once, in 2000. During that same period, 

Sino's reported net income increased from US$3.0 million to US$395.4 million, or 
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13,037%, and its year-over-year reported net annual income decreased only twice, in 

2000 and 2001. Finally, from 1994 to 2010, Sino's reported total assets as at year-end 

increased from US$30.6 million to US$5.7 billion, or 18,616%. During that period, 

Sino's year-over-year reported assets never decreased. 

For none of the sixty quarters compromising the years 1996 to 2010 did Sino report a net 

loss; rather, for 100% of all such quarters, Sino reported significant net income. 

79. From the commencement of 1996 to the current time, Sino's first and only quarter in 

respect of which it reported a riet loss was for the quarter ended March 31, 2011. For that 

quarter, Sino reported a net loss of$22.1 million on revenue of$338.9 million. However, 

for the subsequent quarter ended June 30, 2011, Sino reported a net profit of $447.1 

million on revenue of $317.4 million.1 

80. 

81. 

According to Sino's audited annual financial statements for the year ended December 31, 

2010, Sino's revenues and riet income for each of2008, 2009 and 2010 were as follows: 

Year Revenue Net Income 

2008 $901,295,000 $228,593,000 

2009 $1,238,185,000 $286,370,000 

2010 $1,923,536,000 $395,426,000 . 

TOTAL $4,063,016,000 $910,389,000 

Thus, for the period commencing on January 1, 2008 and ending on June 30, 2011, Sino 

reported total revenues of approximately $4.7 billion and total net income of 

approximately $1.3 billion. 

I Sino has filed no interim or annual financial statements on SEDAR for periods ending after June 30, 2011. 
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CLAIMS AGAINST THE MEMBERS OF SINO'S BOARD AND CERTAIN MEMBERS 
OF SINO'S MANAGEMENT 

82. The following chart sets out the claims being asserted in the Ontario Class Action against 

the members of Sino's Board and certain members of Sino's senior management: 
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Chan X X X X X X X X 

Horsley X X X X X X X X 

Po on X X X X X X X X 

Wang X X X X X X 

Martin X X X X X X X 

Mak X X X X X X X 

Murray X X X X X X X 

Hyde X X X X X X 

Ardell X X X 

Bowland X X X 

West X X X 
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Resignation of Sino-Forest's Auditor 

83. On April 5, 2012, Sino issued a press release announcing that Ernst & Young had 

resigned as the company's auditors effective April 4, 2012. In its resignation letter to 

Sino, Ernst & Young noted that the company had not prepared December 31, 2011 

consolidated financial statements for that audit. It also noted that in Sino's March 30, 

2012 filing under the CCAA, Sino said that it remained unable to satisfactorily address 

outstanding issues in relation to its 2011 annual financial statements. Attached and 

marked as Exhibit "K" is a copy of the April 5, 2012 press release. 

Actions of the Ontario Securities Commission Relating to Sino-Forest 

84. On June 8, 2011 Sino announced that the OSC had commenced an investigation into the 

company. A copy of the June 8, 2011 press release is marked and attached as Exhibit 

"L". 

85. On August 26, 2011, the OSC issued temporary cease trade order against Sino's 

securities and in respect of certain members of Sino's management, including the 

defendant Allen Chan. In recitals to the temporary cease-trade order, the OSC stated that 

"Sino-Forest, through its subsidiaries, appears to have engaged in significant non-ann's 

length transactions which may have been contrary to Ontario securities law and the 

public interest", that "Sino-Forest and certain of its officers and directors appear to have 

misrepresented some of its revenue and/or exaggerated some of its timber holdings by 

providing information to the public in documents required to be filed or furnished under 

Ontario securities laws and which may have been false or misleading in a material respect 

contrary to section 122 or 126.2 of the [Ontario Securities] Act and contrary to the public 
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interest" and that "Sino-Forest and certain of its officers and directors including Chan 

appear to be engaging or participating in acts, practices, or a course of conduct related to 

its securities which it and/or they know or reasonably ought to know perpetuate a fraud 

on any person or company contrary to section 126.1 of the Act and contrary to the public 

interest." Attached and marked as Exhibit "M" is a copy of the OSC temporary cease 

trade order. 

The temporary cease trade order made on August 26, 2011 was later extended and 

continues in force. On April 5, 2012, Sino received an Enforcement Notice from the 

OSC staff. Enforcement Notices were also received that day by Allen Chan, David 

Horsley, Alfred Hung, and George Ho, among others. 

The Enforcement Notice against Sino alleges conduct contrary to ss.122 and 126.1 of the 

OSA. Section 126.1 prohibits activities resulting in an artificial price of a security, or 

which perpetuate a fraud on any person or company. Section 122 provides for a quasi

criminal offence and, penalties on conviction of up to $5 million and imprisonment for a 

term of up to five years less a day. 

Enforcement Notices are notices issued by OSC staff that usually identify issues revealed 

in an investigation, and advise that staff intend to commence a formal proceeding relating 

to those issues. Recipients of the notices are given the opportunity to make submissions 

before OSC staff make a final decision to commence formal proceedings. 

I have reviewed the website of the OSC. It states that the OSC pursues cases in court 

under s. 122 "in order to seek sanctions and penalties that send a strong message of 

deterrence to those who try to exploit investors." 
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90. According to Sino's website, which I viewed on April 11, 2012: 

(a) Allen Chan currently holds the position of Founding Chairman Emeritus; 

(b) David Horsley currently holds the position of Senior Vice President and Chief 

Financial Officer; 

(c) Alfred Hung currently holds the position of Vice President, Corporate Planning 

and Banking; and 

(d) George Ho currently holds the position of Vice President, Finance (China). 

Attached and marked as Exhibit "N" is a printout from Sino's website which describes 

these individuals and their positions. 

MEDIA COVERAGE OF SINO-FOREST'S CCAA PROCEEDING 

91. Attached and marked as Exhibit "0" is an article recently published by Reuters 

regarding Sino's CCAA proceeding. 

THE DEFENDANTS' ABILITY TO PAY 

92. The Plaintiffs understand that, given the financial position of Sino and the serious doubts 

as to the legitimacy of its business and, in particular, as to its title to its claimed assets, 

they are unlikely to obtain any significant recovery from Sino. 

93. It appears, however, that all of the remaining defendants (with the possible exception of 

Poyry) have the ability to pay significant damages arising out of the Ontario Class 

Action. 
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94. The objective of our clients, including Davis, is to pursue their claims against the 

individual defendants, the underwriter and Sino's former auditors. 

Directors and Officers 

95. According to Sino's proxy circular of May 30, 2011 (the last proxy circular that Sino 

filed on SEDAR): 

In 2010, the Corporation purchased, at its expense, directors' and officers' 
liability insurance in the aggregate amount of $60,000,000 for the protection of its 
directors and officers against liability incurred by them in their capacities as 
directors and officers of the Corporation and its subsidiaries. For the financial 
year ended December 31, 2010, the Corporation paid a premium of $230,823 
(inclusive of applicable taxes) in respect of such insurance. 

Auditors and Underwriters 

96. The defendants, other than Sino and its directors and officers, are, or are controlled by, 

large business organizations each having hundreds of millions to billions of dollars in 

annual revenues: 

(a) Ernst & Young reported US$22.9 billion in global revenue for the year ended 

June 30, 2011. Attached and marked as Exhibit "P" is a copy of Ernst & 

Young's Global Review 2011. 

(b) Bane of America Corporation and Merrill Lynch Canada Inc are wholly owned 

subsidiaries of Bank of America Corporation. In 2011, Bank of America reported 

revenue of US$94.4 billion and net incom.e (excluding goodwill impairment 

charges) of US$4.6 billion. Attached and marked as Exhibit "Q" is an excerpt 

from Bank of America's 2011 annual report. 
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Canaccord Financial Ltd. (now Canaccord Genuity) is a subsidiary of Canaccord 

Financial Inc. In 2011, Canaccord Financial Inc. reported revenue of CAD$803 

million and net income of CAD$98 million. Attached and marked as Exhibit 

"R" is an excerpt from Canaccord Financial Inc.'s 2011 annual report. 

CIBC World Markets Inc. is a subsidiary of CIBC. In 2011, CIBC reported 

revenue of CAD$12.25 billion and net income of CAD$3 billion. Attached and 

marked as Exhibit "S" is an excerpt from CIBC's 2011 annual report. 

Credit Suisse Securities (Canada) Inc. and Credit Suisse {USA) LLC are 

subsidiaries of Credit Suisse Group. In 2011, Credit Suisse Group reported 

revenue of CHF26.2 billion and net income of CHF 2. 79 billion. One CHF is 

equal to approximately CAD 1.088 .. Attached and marked as Exhibit "T" is an 

excerpt from Credit Suisse Group's 2011 annual report. 

Dundee Securities Corp. (now DWM Securities Inc.) is a subsidiary of 

DundeeWealth Inc. On March 9, 2011, DundeeWealth Inc. became a wholly 

owned subsidiary of ScotiaBank. In 2010, DundeeWealth Inc. reported revenue 

of CAD$1.04 billion and net income of CAD$118. 7 million. Attached and 

marked as Exhibit "U" is an excerpt from DundeeWealth Inc.'s 2010 financial 

statements. 

RBC Dominion Securities Inc. is a principal subsidiary of the Royal Bank of 

Canada. In 2011, the Royal Bank of Canada reported revenue of CAD$27.4 

billion and net income of CAD$4.8 billion. Attached and marked as Exhibit "V" 

is an excerpt from Royal Bank of Canada's 20 11 annual report. 
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(h) Scotia Capital Inc. is a principal subsidiary of Scotia Bank. In 2011, ScotiaBank 

reported revenue of CAD$17.3 billion and net income of CAD$5.26 billion. 

Attached and marked as Exhibit "W" is an excerpt from ScotiaBank's 2011 

annual report. 

(i) TD Securities Inc. is a principal subsidiary of the Toronto-Dominion Bank. In 

2011, Toronto-Dominion Bank reported revenue of CAD$21.5 billion and net 

income of CAD$5.9 billion. Attached and marked as Exhibit "X" is an excerpt 

from Toronto-Dominion Bank's 2011 financial statements. 

Attached and marked as Exhibit "Y" is a chart that sets out the claims against each of the 

defendants in the Ontario Class Action other than the individual defendants. 

As indicated above, the plaintiffs have entered into a settlement agreement with Poyry, 

which is to be reviewed by Justice Perell on April 17, 2012. The settlement agreement 

essentially provides that Poyry will provide information and cooperation to the plaintiffs 

for the purposes of prosecuting the Ontario Class Action against the remaining 

defendants. 

In exchange for information and cooperation, there would be a release of claims against 

Poyry and a bar order preventing claims for contribution, indemnity and other claims 

over in respect of the released claims. If it is later determined that the non-settling 

defendants have such rights of contribution, indemnity, or claim over against Poyry, then 

the class members would not be entitled to claim or recover from the non-settling 
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defendants the proportion of any judgment that the Ontario court would have apportioned 

to Poyry. 

100. The settlement agreement provides that the parties shall consent to certification for the 

purpose of settlement and that Poyry will pay the first $100,000 of the costs of providing 

notice of certification and fairness hearing and half of any such costs over $100,000. A 

copy of the settlement agreement is marked and attached as Exhibit "Z" 

Compensation and Proceeds of Stock Sales of Certain Individual Defendants 

101. Over the course of their involvement with Sino, the defendants Allen Chan, Kai Kit 

Poon, and David Horsley received substantial compensation from Sino. The following 

information regarding these defendants' salary and bonus from Sino was compiled from 

the Management Information Circulars from 2007 to 2010, which are marked and 

attached as Exhibits "AA" to "DD". Information regarding the net proceeds of these 

defendants' sale of Sino's securities was compiled from insider transaction detail reports 

retrieved from the System for Electronic Disclosure by Insiders ("SEDI"), which are 

marked and attached as Exhibits "EE" to "GG" 

102. According to these documents, Allen Chan received 

(a) $1,047,947 in net proceeds from his sale of Sino securities; and 

(b) $22,698,775 in salary and bonuses between 2007 and 2010. 

103. According to these documents, Kai Kit Poon received 

(a) $48,522,642 in net proceeds from his sale of Sino securities; and 
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(b) $3,021,162 in salary and bonuses between 2007 and 2010 

104. According to these documents, David Horsley received 

(a) $5,842,303 in net proceeds from his sale of Sino securities; and 

(b) $7,568,487 in salary and bonuses between 2007 and 2010. 

SWORN before me at the City of ) 
Toronto, in the Province of Ontario, ) 
this 11th day of April, 2012. ) 

) 
) 
) 

-----¥~~~~-----> 
) A Co r, etc. 

ian (LSUC #55557F) ) 
Daniel E. H. Bach 
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This is Exhibit "A" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, . sworn 
before me at the City of 
Toronto, in the Province .of 
Ontario, this 11th day of April, 
2012. 

I 

'PI-.. 'J• ... , •• ·., sioner, etc. 
alloghlian 

C #55557F) 

------- ------
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ONTARIO 
SUPERIOR COURT OF JUSTICE 

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 
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SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly known 
as BDO McCabe Lo Limited), ALLEN T.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 BANC OF AMERICA 

SECURITIES LLC 

Defendants 
Proceeding under the Class Proceedings Act, 1992 

NOTICE OF MOTION FOR LEAVE TO PLEAD THE CAUSES OF ACTION 
CONTAINED IN PART XXIII.l OF THE ONTARIO SECURITIES ACT 

The Plaintiffs other than David Grant (the "Part XXIII.1 Plaintiffs") will make a motion 

to the Court, on a date and at a time to be fixed, before the Honourable Justice Perell at Osgoode 

Hall, 130 Queen Street West, Toronto 

PROPOSED METHOD OF HEARING: 

The motion is to be heard orally. 
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THE MOTION IS FOR: 

1. an Order granting leave to file a Fresh as Amended Statement of Claim substantially in 

the form attached as Tab 11 to the Motion Record of the Plaintiffs (the "Fresh as 

Amended Claim"), pleading the cause of action available under Part XXIII.1 of the 

Securities Act, RSO 1990, c S.5, as amended (the "OSA"), or, in the alternative, under the 

OSA and the equivalent provisions of the Other Canadian Securities Legislation (as 

defined in the Fresh as Amended Claim), nunc pro tunc as of the date of the 

commencement of this action or, in the alternative, as of such date as this Court may 

deem just; 

2. costs of this motion, plus applicable taxes; and 

3. such further and other order and relief as counsel may request and this Honourable Court 

may deem just. 

THE GROUNDS FOR THE MOTION ARE: 

1. the cause of action under Part XXIII.1 of the OSA is being asserted in good faith; 

2. there is a reasonable possibility that the action under Part XXIII.1 of the OSA will be 

resolved at trial in favour of the Part XXIII.l Plaintiffs; 

3. it is in the interests of justice that leave be granted on a nunc pro tunc basis; 

4. the securities legislation of each other province and territory in Canada contains 

provisions materially similar to the provisions of Part XXIII and Part XXIII .1 of the OSA; 

5. the OSA; 

6. the Securities Act, RSA 2000, c S-4, as amended; 
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7. the Securities Act, RSBC 1996, c 418, as amended; 

8. The Securities Act, CCSM c S50, as amended; 

9. the Securities Act, SNB 2004, c S-5.5, as amended; 

10. the Securities Act, RSNL 1990, c S-13, as amended; 

11. the Securities Act, SNWT 2008, c 10, as amended; 

12. the Securities Act, RSNS 1989, c 418, as amended; 

13. the Securities Act, S Nu 2008, c 12, as amended; 

14. the Securities Act, RSPEI 1988, c. S-3.1, as amended; 

15. the Securities Act, RSQ c V-1.1, as amended; 

16. The Securities Act, 1988, SS 1988-89, c S-42.2, as amended; 

17. the Securities Act, SY 2007, c 16, as amended; 

18. the Rules of Civil Procedure, RRO 1990, Reg 194 and, in particular, Rules 1.04(1), 12, 

26.01 and 26.02; and 

19. such further and other grounds as counsel may advise and this Honourable Court may 

deem just. 

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

motion: 

1. the Affidavit of Robert Wong; 

2. the Affidavit of Michael Gallagher; 

3. the Affidavit of Ingrid Albinsson and Svante Linder; 
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4. the Affidavit of Joseph Mancinelli; 

5. the Affidavit of Stephen Gowan Chandler; 

6. the Affidavit of Daniel E.H. Bach; 

7. the Affidavit of Dennis Deng; 

8. the Affidavit of Carol-Ann Tjon-Pian-Gi; 

9. the Affidavit of Alan T. Mak; and 

10. such further and other evidence as counsel may advise and this Honourable Court may 

deem just. 

March 2, 2012 SISKINDS LLP 
680 Waterloo Street, P.O. Box 2520 
London ON N6A 3V8 

Charles M. Wright (LSUC#: 36599Q ) 
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Fax: (416) 204-2907 

Lawyers for the Plaintiffs 
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04 



TO: Bennett Jones LLP 
1 First Canadian Place 
Suite 3400, PO Box 130 
Toronto ON M5X 1A4 

5 

Robert W. Staley (LSUC# 27115J) 
Tel: (416) 777-4857 
Fax: (416) 863-1716 
Michael Eizenga (LSUC# 31470T) 
Tel: (416) 777-4879 
Fax: (416) 863-1716 

Lawyers for Sino-Forest Corporation, Simon Murray and Edmund Mak 

AND TO: Wardle Daley Bernstein LLP 
2404-401 Bay Street 
P.O. Box 21 
Toronto ON M5H 2Y4 

Peter C. Wardle (LSUC# 26412D) 
Tel: (416) 351-2771 
Fax: (416) 351-9196 
Simon Bieber (LSUC# 56219Q) 
Tel: (416) 351-2781 
Fax: (416) 351-9196 

Lawyers for David J. Horsley 

AND TO: Miller Thomson LLP 
Scotia Plaza 
40 King Street West, Suite 5800 
P.O. Box 1011 
Toronto, ON M5H 3S1 

Emily Cole (LSUC# 34620Q) 
Tel: 416-595-8640 
Fax: 416-595-8695 

Lawyers for Allen Chan 

05 



AND TO: Osler, Hoskin & Harcourt LLP 
1 First Canadian Place, 61 st Floor 
Toronto ON M5X 1B8 

6 

Larry Lowenstein (LSUC# 23120C) 
Tel: (416) 862-6454 
Fax: ( 416) 862-6666 
Craig Lockwood (LSUC# 46668M) 
Tel: (416) 862-5988 
Fax: (416) 862-6666 

Lawyers for William E. Ardell, James P. Bowland, 
James M.E. Hyde and Garry J. West 

AND TO: Lenczner Slaght Royce Smith Griffin LLP 
2600- 130 Adelaide Street West 
Toronto ON M5H 3P5 

Peter H. Griffin (LSUC# 19527Q) 
Tel: (416) 865-2921 
Fax: (416) 865-3558 
Linda L. Fuerst (LSUC# 22718U) 
Tel: (416) 865-3091 
Fax: (416) 865-2869 

Lawyers for Ernst & Young LLP 

AND TO: Torys LLP 
79 Wellington Street West 
Suite 3000 , Box 270, TD Centre 
Toronto ON M5K 1N2 

Sheila Block (LSUC# 14089N) 
Tel: (416) 865-7319 
Fax: (416) 865-7380 
John Fabello (LSUC# 35449W) 
Tel: (416) 865-8228 
Fax: (416) 865-7380 

Lawyers for 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. and Maison Placements Canada Inc. 

06 



AND TO: Affleck Greene McMurtry LLP 
365 Bay Street, Suite 200 
Toronto ON M5H 2Vl 

Peter Greene 
Tel: (416) 360-8767 
Fax: ( 416) 360-5960 
Kenneth Dekker 
Tel: (416) 360-6902 
Fax: ( 416) 360-5960 

Lawyers for BDO Limited 

AND TO: W. Judson Martin 
Four Seasons Place 
8 Finance Street 
Apartment 4833 
Central, HONG KONG 

AND TO: Kai Kit Poon 
Cleveland Mansion 
5-7 Cleveland Street 
4th Floor, Flat D 
Causeway Bay, HONG KONG 
Kai Kit Poon 
c/o Sino-Wood Partners, Limited 
Room 3815-29 38/F 
Sun Hung Kai Centre, 
30 Harbour Road 
Wanchai, HONG KONG 

AND TO: Peter Wang 
149 Hong Lok Road East 
Hong Lok Yuen, Tai Po 
NT, HONG KONG 

7 

AND TO: Poyry (Beijing) Consulting Company Limited 
Room 801-802 
Tower 1 
Prosper Center No. 5 Guanghua Road 
Chaoyang District 
BEIJING 100020 P.R. China 

07 



8 

AND TO: Credit Suisse Securities (USA) LLC 
One Madison A venue 
New York, NY 10010 
UNITED STATES 

AND TO: Bane of America Securities LLC 
301 South Kings Drive 
Charlotte, NC 28204 
UNITED STATES 

08 



The Trustees of the Labourer's Pension Fund 
of Central and Eastern Canada, et al. 

Plaintiffs 

d 
Sino-Forest corporation, et al. 

an 

Defendants 

Court File No: CV-11-431153-00CP 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceedings Under the Class Proceedings Act, 1992 
Proceeding commenced at Toronto 

NOTICE OF MOTION FOR LEAVE TO PLEAD THE 
CAUSES OF ACTION CONTAINED IN PART XXIII.1 

OF THE ONTARIO SECURITIES ACT 

SISKINDS LLP 
680 Waterloo Street, P.O. Box 2520 
London ON N6A 3V8 
Charles M. Wright (LSUC#: 36599Q) 
Tel: (519) 660-7753 
Fax: (519) 660-7754 
A. Dimitri Lascaris (LSUC#: 50074A) 
Tel: (519) 660-7844 
Fax: (519) 660-7845 

KOSKIE MINSKY LLP 
20 Queen Street West, Suite 900, Box 52 
Toronto ON M5H 3R3 
Kirk M. Baert (LSUC#: 309420) 
Tel: (416) 595-2117 
Fax: (416) 204-2889 
Jonathan Bida (LSUC #: 54211D) 
Tel: (416) 595-2072 
Fax: (416) 204-2907 

Lawyers for the Plaintiffs 

0 
\..0 



Court File No. CV-llA31\53-00CP 

BETWEEN 

ONTARIO 
SUPERIOR COURT OF .JUSTICE 

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 OPERA TrNG ENGINEERS IN ONTARIO, 
SJUNDE AP-FONDEN, DAVlD 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, KAl KIT 

POON, DAVID J. HORSLEY, WILLIAM E. ARDELL, JAMES P. BOWLAND, JAMES ivi.E. 
HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J WEST. 

P0YRY (BEIHNG) CONSULTING COMPANY LIMITED, CREDIT SUISSE SECURITIES 
(CANADA), INC. TO SECURITIES INC., DUNDEE SECURIT£ES CORPORATION, RBC 
DOMINION SECURITIES fNC, SCOTIA CAPITAL INC., ClBC WORLD l\l1ARKETS INC., 

MERRILL LYNCH CANADA INC.. CANACCORD FINANCIAL LTD .. MAISON 
PLACEMENTS CANADA INC. CREDIT SUISSE SECURITIES (USA) LLC, and BANC OF 

AMERICA SECURlTlES LLC 
Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF ROBERT WONG 

l, ROBERT WONG, of the City of Kindardine, in the Province of Ontario, MAKE 

OATH AND SAY: 

I. I am a plaintiff in this action~ Accordingly, I have knowledge of the matters herein 

deposed. Where I make statements in this atlidavit based on information not within my 

personal knowledge. I have been informed by my lawyers at Siskinds LLP and Koskie 

t\'linsky LLP. and l believe such intbrmution to be true~ 
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2. 1 swear this atTtdavit in support of the Plaintiffs' motion for leave to amend the statement 

of claim in this action to advance the causes of action under Part XX Ill. 1 of the Ontario 

Securities Act, and for no other or improper purpose. 

3. No portion of this atlidavit is meant to waive, nor should it be construed as a waiver of, 

solicitor-client. litigation, or any other privilege. 

NATURE OF THE ACTION 

4 This a..:tion was commenced on July 20, 20 II against Sino-Forest CQrporation ("Sino") 

and other defendants. Sino is a publicly traded company, and its shares were traded at all 

material times on the Toronto Stock Exchange under the ticker symbol ''TRE". 

5. In this action, l allege, on my own behalf and on behalf of the Class of investors that 

acquired Sino's se<.:urities during the material time, that Sino misstated its financials, 

substantially overstated the value of its assets, and concealed material information about 

its business and operations from investors in its public tilings. As a result of these 

alleged misrepresentations, Sino's securities traded at artificially intlated prices. 

6. I brought this action to recover my investment losses, to ensure that the defendants are 

held accountable for their behaviour, to deter similar conduct by others, and to safeguard 

the health and transparency of the public markets. 1 commenced this action in good faith 

and have no ulterior motive, nor any improper or collateral purpose for starting these 

proceedings. 

MY INVESTMENT IN SINO-FOREST CORPORATION 

7 I first became a shareholder of Sino on July 29, 2002, when I purchased, over the TSX, 

approximately 15,000 Sino shares. I paid about $15,000 for those shares. I was a 

177~~26.1 

1 1 



"' - j -

shareholder of Sino continuously from that time until June I 0, 20 II, when I disposed of 

my last shares of Sino. 

8. After I first became a Sino shareholder, l purchased hundreds of thousands of Sino 

shares, many of which I acquired during the proposed class period in this action. 1 also 

sold many shares during that period. However, by early September 2008, I owned 

I ,371,500 Sino shares having a market value at that time of approximately $26. I million. 

9. At the conclusion of the proposed class period, I continued to own 518,700 Sino shares 

having at that time a market value of approximately $9.4 million. Thirty thousand of the 

Sino shares I then owned were purchased at a price of $16.80 per share, or a total of 

$504,000, under Sino's December 2009 prospectus. 

I 0 On June 3, 20 11 and June 10, 20 II, following my learning of the allegations made 

against Sino by Muddy Waters, 1 sold all of the 518,700 Sino shares that I owned at the 

end of the class period, and did so for total proceeds of approximately $2.8 million. 

During the time that 1 was a Sino shareholder, I purchased Sino shares at prices as high as 

$23 00, but the average price at which l sold my Sino shares after the class period was 

$543. 

ll. Attached and marked as Exhibit ''A" is a summary of the transactions outlined above. 

SWORN OR AFfi'l~~lED be.fore 
me at at the City of(l~~-' on 
February..23., 2012. 

} 
) 
) 

) 
) 

·~~/117'1 .~ 
:ommission r, etc ~-- ) 

MARSHA PAUUNE LEGGED. a Commissioner, 
etc., Province of Ontario. for . 
WiUlam s. MatherS. Barrister and SOlicitor. 
ExpireS Janucuy 20, 2013. 

_t{____;__D ~-v r __ LJ ~~·-
Robert Wong () 
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AFFIDAVIT OF ROBERT WONG 

Siskinds LLP 
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This is Exhibit "A" mentioned 
and referred to in the Affidavit 
of Robert Wong, sworn before 
me at the City oft/NCII~tJ"Jl. , in 
the Province of {),n,q~' 0 , this .:ta t:IJ 

day of f~-''.l(u..Ail..Y , 2012. 

MARSHA PAUUNE lEGGffi, a Commlssioner, 
etc., Province of Ontario, for 
William S. Mathers, Barrister and Sollcltor. 
Expires January 20, 2013. 
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THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND 
EASTERN CANADA, TilE 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. mDSON 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 BANC OF AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF MICHAEL GALLAGHER 

I, MICHAEL GALLAGHER, of the City of Toronto, in the Province of Ontario, 

MAKE OATH AND SAY: 

l. I am the chair of the board of trustees of the International Union of Operating 

Engineers Local 793 Pension Plan (the "OE Fund"), plaintiffs in this action, and I have 

knowledge of the matters herein deposed. Where I make statements in this affidavit that are 

not within my personal knowledge, I have been informed by Mark Zigler of Koskie Minsky 
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LLP, counsel to the OE Fund, and Chris Brisebois of Eckler Ltd., actuaries and investment 

counsel to the OE Fund, and I believe that such infonnation is true. 

2. The OE Fund Plan was established on November 1, 1973. It is a specified multi

employer pension plan and it administered by a board of trustees. Almost all of the members 

of the plan are qualified operating engineers or apprentices working primarily in the Ontario 

construction industry as operators of cranes or other heavy equipment. 

3. I swear this affidavit in support of the plaintiffs' motion for leave to amend the 

statement of claim in this action to advance the causes of action under Part XXIII.l of the 

Ontario Securities Act and for no other or improper purpose. 

4. No portion of this affidavit is meant to waive, nor should it be construed as a waiver 

of, solicitor-client, litigation, or any other privilege. 

NATURE OF THE ACTION 

5. This action was commenced on July 20, 2011 against Sino-Forest Corporation 

("Sino") and other defendants. Sino is a publicly traded company, and its shares were traded 

at all material times on the Toronto Stock Exchange under the ticker symbol "TRE". 

6. In this action, the plaintiffs allege, on their own behalf and on behalf of the class of 

investors that acquired Sino's securities, that Sino misstated its fmancials, substantially 

overstated the value of its assets, and concealed material infonnation about its business and 

operations from the investors in its public filings. As a result of these alleged 

misrepresentations, Sino's securities traded at artificially inflated prices. 
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7. The trustees brought this claim to recover investor losses, including those of the OE 

Fund, and in the interests of proper disclosure from issuers. The trustees have a strong interest 

in the health and proper function of the Canadian capital markets. 

8. The trustees of the OE Fund have commenced this action to ensure that the defendants 

are held accountable for their behaviour and to deter similar conduct by others. The trustees 

have no ulterior motive, nor any improper or collateral purpose in commencing this action. 

OE FUND'S INVESTMENT IN SINO-FOREST CORPORATION 

9. The trustees invested in Sino shares through four asset managers: McLean Budden 

Ltd., Morrison Williams Investment Management Ltd., Greystone Managed Investment Inc., 

and TD Asset Management Inc. ("TDAM"). I am advised by Chris Brisebois of Eckler Ltd. 

and I believe that the following reflects the trustees' transactions in Sino shares. 

10. The fund's assets were invested on a segregated fund basis by Morrison Williams, 

Greystone and McLean Budden, and on a pooled fund basis by TDAM. 

11. On the trustees' behalf, McLean Budden purchased 42,000 Sino shares between 

February I, 2011 and May 24, 2011, which had a market value of $18.21 per share or 

$764,820 at the close of trading on June 1, 2011. The trustees sold their holdings on June 21, 

2011 at a share price of $1.84 for net proceeds $77,170.80. 

12. On the trustees' behalf, Morrison Williams purchased 181,700 Sino shares between 

January 20, 2011 and June 1, 2011, which had a market value of $18.21 per share or 

$3,308,757 at the close of trading on June 1, 2011. The trustees sold their holdings on June 3, 

2011 at an average share price of$5.147 for net proceeds of$1,524,026.70. 
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13. On the trustees' behalf, Greystone purchased 100,400 Sino shares between July 5, 

2007 and May 26, 2011, which had a market value of $18.21 per share or $1,828,384 at the 

close of trading on June 1, 2011. The trustees sold many of these shares in July and August 

and continue to hold approximately 37,350 Sino shares. The market price for these shares at 

the imposition of the cease-trade order by the Ontario Securities Commission on August was 

$4.91. 

14. Attached and marked as Exhibit "A" is a summary of these transactions in Sino's 

shares. 

15. The trustees also purchased units of a pooled fund managed by TDAM that held Sino 

shares between June 15, 2007 and June 9, 2011. 

SWORN before me at at the City of ) 
'CA~till£ , on February27, 2012. ) 

) 

AC£llfl!l l 
) 

NUCHAELGALLAGHER 
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EXHIBIT "A" TO THE AFFIDAVIT OF MICHAEL GALLAGHER 
SWORN BEFORE ME, TillS i};1_DAY OF FEBRUARY, 2012. 
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Summary of Transactions in Sino's Shares 

TRADE DATE TYPE #OF SHARES PRICE PER UNIT 

McLean Budden 

01-Feb-11 Buy 5,700 $22.2215 

02-Feb-11 Buy 2,500 $22.7232 

03-Feb-11 Buy 2,800 $22.7766 

04-Feb-11 Buy 2,700 $23.2396 

07-Feb-11 Buy 2,000 $23.8432 

08-Feb-11 Buy 8,800 $24.4734 

08-Feb-11 Buy 1,500 $24.55 

17-May-11 Buy 300 $20.48 

17-May-11 Buy 3,500 $20.6637 

18-May-11 Buy 2,500 $20.8238 

18-May-11 Buy 400 $20.79 

19-May-11 Buy 500 $20.9666 

19-May-11 Buy 1,900 $21.0764 

20-May-11 Buy 4,500 $20.4702 

24-May-11 Buy 2,400 $19.4105 

21-Jun-11 Sell 42,000 $1.8407 

Morrison Williams 

20-Jan-11 Buy 181,700 $21.535 

14-Mar-11 Buy 83,800 $21.526 

15-Mar-11 Buy 30,600 $21.616 

3-Jun-11 Sell 296,100 $5.147 

Greystone 

05-Jul-07 Buy 800 $17.1374 

06-Jul-07 Buy 700 $17.0498 

09-Jul-07 Buy 200 $17 

10-Jul-07 Buy 1800 $17.042 

11-Jul-07 Buy 300 $17.25 

16-Jul-07 Buy 400 $17.6 

17-Jul-07 Buy 900 17.7783 
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18"Jul-07 Buy 3900 17.9749 

18-Jul-07 Buy 300 17.8849 

20-Jul-07 Buy 2700 18.8874 

23-Jul-07 Buy 600 18.4758 

24-Jul-07 Buy 600 18.0999 

25-Jul-07 Buy 1000 17.3125 

26-Jul-07 Buy 700 16.7498 

27-Jul-07 Buy 2200 17.098 

30-Jul-07 Buy 3200 17.1184 

31-Jul-07 Buy 5000 17.171 

01-Aug-07 Buy 600 15.9966 

02-Aug-07 Buy 200 16.05 

03-Aug-07 Buy 400 16.05 

07-Aug-07 Buy 600 15.4422 

09-Aug-07 Buy 1000 15.7949 

10-Aug-07 Buy 1200 14.9193 

10-Aug-07 Buy 1000 15.2581 

13-Aug-07 Buy 1000 15.0395 

14-Aug-07 Buy 800 15.1954 

15-Aug-07 Buy 800 14.9744 

16-Aug-07 Buy 4600 13.8702 

17-Aug-07 Buy 2250 13.9638 

20-Aug-07 Buy 800 14.0159 

21-Aug-07 Buy 2200 13.9995 

22-Aug-07 Buy 300 14.3237 

23-Aug-07 Buy 1400 16.1001 

24-Aug-07 Buy 450 16.9357 

29-Aug-07 Buy 1000 17.4422 

30-Aug-07 Buy 600 17.5898 

04-Sep-07 Buy 5200 18.23 

10-Sep-07 Buy 1000 18.85 

26-Sep-07 Buy 1600 22.2955 
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27~Sep-07 Buy 1200 21.8191 

02-0ct-07 Buy 800 23.2441 

03-0ct-07 Buy 5430 23.1858 

04-0ct-07 Buy 2300 23.165 

11-0ct-07 Buy 3970 24.7695 

23-0ct-07 Sell 2700 22.4873 

22-Jan-08 Buy 2900 15.9431 

28-Jan-08 Sell 700 17.711 

26-Feb-08 Sell 270 19.1641 

04-Mar-08 Sell 1200 18.9003 

20-Mar-08 Buy 2200 14.9113 

04-Apr-08 Sell 2700 17.5524 

21-Apr-08 Sell 1200 15.3125 

22-Apr-08 Sell 600 15.2969 

21-May-08 Sell 860 18.0225 

22-May-08 Sell 840 17.99 

08-Jul-08 Buy 1400 16.4677 

11-Aug-08 Buy 1720 14.9995 

12-Aug-08 Buy 130 16.4084 

13-Aug-08 Buy 2100 17.5051 

20-Aug-08 Buy 320 18.8381 
·--M 

21-Aug-08 Buy 1380 19.4353 

10-Sep-08 Buy 1740 17.7225 

11-Sep-08 Buy 880 18.0153 

07-0ct-08 Buy 3260 10.7574 

14-0ct-08 Buy 1900 10.6571 

15-0ct-08 Buy 4700 9.9627 

18-Nov-08 Buy 2400 6.6901 

21-Nov-08 Buy 1700 5.6527 

25-Feb-09 Buy 4100 8.9626 

26-Feb-09 Buy 1400 8.9057 

21-May-09 Sell 1600 12.6417 
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02-Jun-09 Sell 1700 13.256 

06-0ct-09 Sell 1200 16.5709 

18-Feb-10 Buy 2900 20.2981 

13-May-10 Sell 1700 18.3831 

09-Jun-10 Buy 1000 16.4574 

20-Jul-10 Buy 1500 16.1303 

08-Sep-10 Sell 1300 18.7328 

07-0ct-10 Sell 4800 17.3474 

09-Nov-10 Sell 1600 22.262 

04-Feb-11 Sell 1660 22.9815 

16-Mar-11 Buy 1400 21.9237 

05-May-11 Buy 700 21.268 

26-May-11 Buy 17300 18.4451 

6-Jul-11 Sell 22800 4.7579 

26-Jul-11 Sell 17,900 7.4341 

27-Jul-11 Sell 3,100 7.5853 

26-Aug-11 Sell 16,310 1.72 



Court File No. CV -11-431153 -OOCP 

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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, KAI KIT 

POON, DAVID J. HORSLEY, WILLiAM E. ARDELL, JAMES P. BOWLA~D, JAMES M.E. 
HYDE, EDMUND MAK, SIMON MiJRRAY, PETER WANG, GARRY J. WEST, 

POYRY (BEIJING) CONSULTil\G COMPANY LIMITED, CREDIT SUISSE SECURITIES 
(CANADA), INC., TD SECURITIES INC., DUNDEE SECURITIES CORPORA TIOK, RBC 
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MERRILL LYNCH CANADA INC., CANACCORD FINAJ\'CIAL LTD., MAISON 

PLACEMENTS CANADA INC., CREDIT SUISSE SECURITIES (USA) LLC; and BANC OF 
AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF INGRID ALBINSSON AND SV ANTE LINDER 

\VE, INGRID ALBINSSON AND SVANTE LINDER, of the City of Stockholm, in the 

Country of Sweden, MAKE OATH AND SAY: 

I. We ate, respectively, the Chief Strategist and Head of Administration of Sjunde AP-

Fonden ("APT'), a plaintiff in this action. Accordingly, We have knowledge of the 

matters herein deposed. Where we make statements in this affidavit based on 

information not within personal knowledge, We have been iflfonned by AP7's lawyers at 

Siskinds LLP and Koskie Minsky LLP, and believe such information to be true. 
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2. We swear this affidavit in support of the Plaintiffs' motion for leave to amend the 

statement of claim in this action to advance the causes of action under Part XXIII.l of the 

Olitatio Securities Act, and for no other or improper purpose. 

3. No portion of this affidavit is ineaht to waive, nor should it he construed as a waiver of, 

solicitor-client, litigation, or any other privi1ege. 

NATURE OF THE ACTION 

4. This action was commenced on July 20, 2011 against Sino-Forest Corporation ("Sino") 

and other defendan~. Sino is a publicly traded company, and its shares were traded at all 

material times on the Toronto Stock Exchange under the ticker symbol ~'TRE". 

5. In this action, AP7 alleges, on its own behalf and on behalf of the Class of investors that 

acquired Sino's securities during the material time, that Sino misstated its financials, 

substantially overstated the value of its assets, and concealed material information about 

its business and operations from investors in its public filings. As a result of these 

alleged misrepresentations, Sino's securities traded at ·artificially inflated prices. 

6. AP7 brought this action to recover its investment losses, to ensure that the defendants are 

held accountable for their behaviour, to deter similar conduct by others, and to safeguard 

the health and transparency of the public markets. lt commenced this action in good faith 

and has no ulterior motive, nor any improper or collaterai purpose for starting these 

proceedings. 

BACKGROUND OF AP7 

7. In 2000, Af>7, the Seventh Swedish National Pension FUnd, was established, and began 

investing as part of Sweden's national pension system. Under the Swedish national 
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pension system, 2.5% of an individual's pensionable income is paid to the "premium 

pension" system, in which this individual may choose to invest his or her contributions in 

authorized mutual funds or the government option managed by AP7. For those who do 

not make an affinnative selection; their contributions default for management by AP7. 

8. AP7 is governed by a Board of Directors. As of June 30, 2011, it had approximately 103 

Billion SEK (equivalent to approximately $15.9 billion, at current exchange rates) in 

assets under management. 

9. AP7 is authorized to initiate and prosecute legal actions on behalf of the funds it 

manages, and no other person or entity oth~r than AP7 may commence claims on behalf 

of those funds. 

AP7'S INVESTMENT IN SINO-FOREST CORPORATION 

10, AP7 purchased Sino shares between April 21, 2010 and January 14, 2011. Those 

purchases were made in the secondary market over the TSX. 

11. AP7's funds held a total of 139,398 shares on June 1, 2011, with a market value of 

$18.21 per share or $2,538,438 in total. On August 24, 2011, AP7 sold 43,095 Sino 

shares for net proceeds $188,829.36. AP7 continues to hold 96;303 shares ofSino. 

12. Attached and marked as Exhibit "A't is a summary of the transactions outlined above. 

~ ='\ .~ (VL____ 
Ingrid AJbi~on ·~ 

S·~ 
Svante Linder 
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BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Tiffi 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, 

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 BANC OF AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF JOSEPH MANCINELLI 

I, JOSEPH MANCINELLI, of the City of Hamilton, in the Province of Ontario, 

MAKEOATHANDSAY: 

1. I am the chair of the board of trustees of the Labourers' Pension Fund of Central and 

Eastern Canada (the "Labourers Fund"), plaintiffs in this action, and I have knowledge of the 

matters herein deposed. Where I make statements in this affidavit that are not within my 

personal knowledge, I have been informed by Michael Mazzuca of Koskie Minsky LLP, 



cmmsel to the Labourers Fund, and Janet Rabovsk.y of Towers Watson, investment counsel to 

the Labourers Fund, and I believe that such information is true. 

2. The Labourers Fund was established on February 23, 1972 by the Labourers 

International Union of North America. It is a specified multi-employer pension plan and is 

administered by a board of trustees. 

3. I swear this affidavit in support of the plaintiffs' motion for leave to amend the 

statement of claim in this action to advance the causes of action under Part XXIII.l of the 

Ontario Securities Act and for no other or improper purpose. 

4. No portion of this affidavit is meant to waive, nor should it be construed as a waiver 

of, solicitor-client, litigation, or any other privilege. 

NATURE OF THE ACTION 

5. This action was commenced on July 20, 2011 against Sino-Forest Corporation 

("Sino") and other defendants. Sino is a publicly traded company, and its shares were traded 

at all material times on the Toronto Stock Exchange under the ticker symbol "TRE". 

6. In this action, the plaintiffs allege, on their own behalf and on behalf of the class of 

investors that acquired Sino's securities, that Sino misstated its financials, substantially 

overstated the value of its assets, and concealed material information about its business and 

operations from the investors in its public filings. As a result of these alleged 

misrepresentations, Sino's securities traded at artificially inflated prices. 

7. The trustees brought this action because of the Labourers Fund's investment losses 

and because of their concern that public markets remain healthy and transparent. While cases 
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such this are relatively rare, the trustees, as part of their ongoing fiduciary responsibilities, 

will consider pursuing cases in which they believe an individual or company has committed 

fraud or made misrepresentations to investors and a loss to the fund has resulted. 

8. The trustees have commenced this action to ensure that the defendants are held 

accountable for their behaviour and to deter similar conduct by others. The trustees have no 

ulterior motive, nor any improper or collateral purpose in commencing this action. 

LABOURERS FUND'S INVESTMENT IN SINO-FOREST CORPORATION 

9. The trustees purchased Sino-Forest shares between December 2009 and June 2011. 

Most of these purchasers were made in the secondary market over the Toronto Stock 

Exchange. I am advised by Janet Rabovsky of Towers Watson and I believe that the following 

reflects the trustees' transactions in Sino shares. 

10. The trustees invested in Sino-Forest shares through two asset managers: Fiera Sceptre 

Inc. and TD Asset Management Inc. ("TDAM"). The plan's assets were invested on a 

segregated fund basis by Fiera Sceptre and on a pooled fund basis by TDAM. 

11. On December 11, 2009, the trustees purchased 32,300 shares at a cost of $16.80 per 

share in a primary market distribution pursuant to the Final Short Form Prospectus dated 

December 10, 2009. Jbis trade was placed through Credit Suisse and settled on December 17, 

2009. 

12. The trustees held a total of 128,700 shares on June 1, 2011, with a market value of 

$18.21 per share or $2,343,627 at the close of trading on June 1, 2011. On June 2 and 3, 2011, 
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the trustees sold their holdings for net proceeds of $695,993.96. Attached and marked as 

Exhibit "A" is a summary of the trustees' transactions in Sino's shares. 

13. The trustees also purchased units in two pooled funds managed by TDAM that held 

Sino-Forest shares. On May 31, 2011 the trustees held $367,000,000 in these pooled funds. 

On the same date, the pooled funds had invested approximately 0.38% of the funds in shares 

of Sino-Forest. The trustees' holdings of Sino-Forest were valued at approximately 

$1,386,104. As of June 30, 2011, the value of Sino-Forest shares in the pooled funds fell to 

0.08% of the total assets of the pooled fund and the trustees holdings of Sino-Forest had a 

value of approximately $291 ,811. 

SWORN before me at the City of ) 
Hamilton, on Marchj_, 2012. ) 

) 
) 

-~+---=-----j 
A Commissioner, etc. 

~~ /4€4...f'~u ""'
LSvL :li 6 Ol.fS't F 

) 
) 
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Summary of Transactions in Sino's Shares 

TRADE DATE TYPE #OF SHARES PRICE PER UNIT 

11-Dec-09 Buy 6,500 $17.443 

11-Dec-09 Buy 6,500 $17.351 

11-Dec-09 Buy 6,500 $17.329 

11-Dec-09 Buy 13,000 $17.203 

11-Dec-09 Buy 11,800 $17.250 

11-Dec-09 Buy 32,300 $16.800 

18-Dec-09 Buy 8,300 $17.260 

18-Dec-09 Buy 8,800 $17.250 

04-Jan-10 Sell 6,900 $19.694 

12-Jan-10 Sell 10,700 $21.104 

17-Feb-10 Sell 11,700 $19.775 

18-Mar-10 Buy 9,300 $19.487 

29-Mar-10 Buy 18,400 $19.000 

01-Apr-10 Sell 7,300 $20.065 

01-Apr-10 Sell 5,900 $20.086 

16-Apr-10 Sell 35,600 $19.846 

19-Apr-10 Sell 16,000 $19.781 

04-May-10 Sell 4,900 $17.880 

05-May-10 Sell 6,100 $17.628 

05-May-10 Sell 5,700 $17.533 

05-May-10 Sell 10,600 $17.780 

08-Jul-10 Buy 17,800 $15.600 

08-Jul-10 Buy 27,900 $15.500 

09-Jul-10 Buy 4,700 $15.825 

09-Jul-10 Buy 100 $15.960 

12-Jul-10 Buy 2,500 $16.038 

13-Jul-10 Buy 14,400 $16.000 

13-Jul-10 Buy 5,900 $16.000 

28-Sep-10 Buy 13,200 $16.852 

28-Sep-10 Buy 8,700 $16.870 

01-0ct-10 Buy 9,300 $17.200 

14-0ct-10 Sell 4,900 $19.279 
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14-0ct-10 Sell 10,200 $19.360 

21-0ct-10 Sell 1,300 $20.419 

04-Nov-10 Buy 5,000 $21.378 

04-Nov-10 Buy 3,300 $21.378 

05-Nov-10 Buy 8,300 $21.420 

05-Nov-10 Buy 5,900 $21.280 

10-Nov-10 Buy 7,500 $22.097 

10-Nov-10 Buy 1,300 $22.000 

13-Dec-10 Sell 8,400 $24.140 

20-Jan-11 Sell 4,200 $21.602 

20-Jan-11 Sel1 2,900 $21.602 

21-Jan-11 Sell 3,100 $21.750 

21-Jan-11 Sell 200 $21.623 

03-Feb-11 Sell 7,000 $22.800 

08-Feb-11 Sell 2,500 $24.490 

08-Feb-11 Sell 5,400 $24.485 

08-Feb-11 Sell 800 $24.500 

18-Feb-11 Sell 6,900 $22.493 

18-Feb-11 Sell 3,200 $22.493 

15-Mar-11 Buy 10,500 $21.273 

15-Mar-11 Buy 2,900 $21.228 

15-Mar-11 Buy 1,200 $21.750 

15-Mar-11 Buy 6,500 $21.786 

18-Mar-11 Buy 3,300 $23.196 

18-Mar-11 Buy 5,700 $23.150 

30-Mar-11 Sell 9,500 $24.990 

31-Mar-11 Sell 2,300 $25.790 

31-Mar-11 Sell 3,600 $25.790 

07-Apr-11 Sell 300 $24.790 

07-Apr-11 Sell 100 $24.760 

11-Apr-11 Sell 2,200 $24.083 

12-Apr-11 Sell 4,000 $23.658 

14-Apr-11 Sell 8,900 $24.000 

14-Apr-11 Sell 8,500 $24.300 



11-May-11 Sell 1,100 $21.821 

13-May-11 Buy 9,400 $19.550 

13-May-11 Buy 4,800 $19.550 

13-May-11 Buy 4,100 $19.550 

13-May-11 Buy 12,200 $19.499 

16-May-11 Buy 8,000 $19.750 

18-May-11 Sell 5,300 $20.820 

18-May-11 Sell 3,800 $20.820 

25-May-11 Buy 12,800 $19.160 

25-May-11 Buy 4,000 $19.123 

25-May-11 Buy 4,600 $19.140 

27-May-11 Buy 4,600 $17.800 

27-May-11 Buy 2,300 $17.800 

30-May-11 Buy 2,300 $18.810 

30-May-11 Buy 1,500 $18.769 

30-May-11 Buy 2,800 $18.730 

02-Jun-11 Sell 300 $13.813 

03-Jun-11 Sell 8,900 $5.007 

03-Jun-11 Sell 17,700 $5.375 

03-Jun-11 Sell 22,200 $5.321 

03-Jun-11 Sell 48,700 $5.319 

03-Jun-11 Sell 21,700 $5.701 

03-Jun-11 Sell 8,800 $6.024 

03-Jun-11 Sell 400 $5.230 
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AFFIDAVIT OF STEPHEN GOWAN CHANDLER 
(sworn February 29, 2012) 

Defendants 

I, STEPHEN GOWAN CHANDLER, of the city of. Hong Kong, in the country of the People's 

Republic of China, MAKE OATH AND SAY: 

1. I am a consultant to Key Business Connections Ltd. ("KBC") a company incorporated in 

Hong Kong, in the People's Republic of China ("PRC"). 
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2. I have knowledge of the matters to which I hereinafter depose. Where that knowledge is 

based on information obtained from others, I have so indicated and believe that information 

to be true. 

3. I swear this affidavit in support of the plaintiffs' motion seeking an order granting leave to 

the plaintiffs to pursue the causes of action under Part 23.1 of the Ontario Securities Act, 

RSO 1990, c S 5. I swear this affidavit for no improper purpose. 

I. KBC'S BACKGROUND AND MY QUALWICATIONS 

4. I am a permanent resident of Hong Kong, where I act as a consultant to KBC. 

5. KBC was incorporated in Hong Kong on June 12, 2007, for the purpose of providing a 

broad spectrum of investigative services. Such services include, among other things, due 

diligence, background investigations, litigation support, management of intellectual property, 

and grey market investigations, all primarily in the PRC. Since 2007, KBC has- provided 

litigation support for hedge funds, law firms, and banks in Hong Kong and elsewhere. KBC 

works with a number of contractors. For matters in the PRC, KBC works with Intellect 

Consultancy Ltd. ("Intellect Consultancy"), a company incorporated in Hong Kong. 

Intellect Consultancy conducts research and investigations in the PRC, and has offices and 

staff in Shenzhen and Shanghai. 

6. I hold a Doctorate degree in Education from Bristol University and a Masters in Training 

from Leicester University, both of which are in the United Kingdom ("UK"). I have 

obtained professional qualifications and experience, together with formal awards, in the area 

of criminal investigations during more than thirty-five years of employment with the 

Northumbria Police in the United Kingdom and the Hong Kong Police in China. I am a 

Fellow of the Chartered Management Institute (UK) and a member of the Asian Crisis and 

Security Group. 1 have been qualified as an expert in the areas of counterfeit security script 

by courts in Malaysia, Portugal (Macau), and Hong Kong. 

7. With respect to my professional police qualifications, I have obtained or completed the 
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following: 

a. A Certificate in Police Studies from Framwellgate College, Durham UK; 

b. The UK Police Force professional promotion examination for the rank of 
Sergeant; 

c. Police Senior Professional examinations for promotions to the ranks of 
Inspector, Chief Inspector, and Superintendent in the Special 
Administrative Region ("SAR") of Hong Kong; 

d. Detective Training in the UK and Hong Kong SAR; 

e. The Inspectors Command Course and the Senior Police Command Course 
in the I-Iong Kong SAR; 

f. The Senior Police Command Course in Scotland, UK; 

g. Advanced Hostage Negotiator and incident management training delivered 
by the UK, United States (Joint Services Training) and Hong Kong; and 

h. Counterfeit and forgery techniques and investigation studies with the US 
Secret Service and security printers/paper makers both in the United States 
and Great Britain 

8. I spent the first seven years of my police career in the UK, followed by 28 years with the 

Royal Hong Kong Police (now referred to as the Hong Kong SAR Police). I specialised in 

criminal investigations and worked with a number of law enforcement bodies outside of 

Hong Kong and China, while undertaking commercial crime investigations involving 

Chinese companies and nationals. In 1995, I was awarded the Colonial Police Medal by Her 

Majesty the Queen of England. In 2004 I was awarded the ChiefExccutive of.f-Iong Kong's 

Commendation. 

9. I have extensive experience investigating commercial crime. I worked in the Commercial 

Crime Bureau of the Hong Kong Police for five years in the ranks of inspector, senior 

inspector, and chief inspector. I undertook several complex investigations into commercial 

fraud and received a number of commendations for my work from the Hong Kong Police, 

Hong Kong Judiciary, United States Secret Service, and the Hong Kong and Shanghai 

Banking Corporation. 

10. Upon promotion to Superintendent of Police in 1985 I was attached to the Internal 

Investigation Branch. Upon promotion to Senior Superintendent of Police in 1991, I was 

1778938.1 

46 



-4 -

made head of the Joint Services Anti-Smuggling Task Force, which focused upon 

eradicating cross-border smuggling and tax evasion in Hong Kong and Mainland China. 

During this period I worked very closely with !viainland Chinese government officials for 

over two years. 

11. I was promoted to Chief Superintendent of Police in 1996 and took up the position as head 

of the Complaints and Internal Affairs Bureau of the Hong Kong Police Force. In this 

position, I undertook clue diligence investigations into individuals who were being 

considered for sensitive posts or promotion to senior ranks within the Hong Kong Police. I 

also assisted other government departments in their clue diligence enquires. As part of my 

duties, I conducted and managed a number of complex and sensitive internal investigations 

into criminality and misconduct alleged against police officers. I left this post upon my 

promotion to the Assistant Commissioner of Police in December 2000. 

12. I retired from the I-Iong Kong Police in 2005 to take up an appointment on the board of 

management of the Hong Kong Jockey Club as the Executive Director Security and 

Corporate Legal Services. The Hong Kong Jockey Club is a not for profit charitable 

organisation with over US$15 billion in turnover in the gaming and leisure market including 

horse racing, sports betting, hotel/restaurants, golf courses, equestrian centres, and retail 

outlets in Hong Kong and China. This was a key position within the organization with 

responsibility for the maintenance of the ethics, integrity and for corporate governance. 

During this period I personally conducted or managed clue diligence investigations of 

vendors, suppliers, new employees, as well as potential business partners. I also conducted 

internal investigations to assist the Audit Department in their support of good corporate 

governance. I left the Hong Kong Jockey Club in December 2010. 

13. Since December 2010, I have worked as a consultant, conducting clue diligence research and 

investigations in Asia. During this period I have undertaken work on a number of clue 

diligence investigation matters for the Casino Regulatory Authority of the Singapore 

Government. 

14. I currently provide consultancy services to KBC. 

1778938.1 

47 



- 5 -

II. MY RETAINER IN TIHS MATTER 

15. On or about July 2, 2011, KBC was retained by Siskinds LLP and Koskie Minsky LLP to 

provide investigative services in support of a proposed class proceeding in which the 

primary defendant was Sino-Forest Corporation ("Sino-Forest"). 

16. I was retained in this matter on January 24, 2012. I \Vas tasked by Siskincls LLP and Koskie 

Minsky LLP to conduct an inquiry into the specific matters addressed below. 

III. MATERIALS REVIEWED 

17. During the course of my investigation, I have reviewed the following documentary material: 

a. Muddy Waters Research report on Sino-Forest, dated June 2, 2011 
("Muddy Waters Report"); 

b. The statement of claim in this action; 

c. The First Interim Report of the Independent Committee to the Board of 
Directors of Sino-Forest Corporation ("First Report"), the Second Interim 
Report of the Independent Committee of the Board of Directors of Sino
Forest Corporation ("Second Report"), and Final Report of the 
Independent Committee of the Board of Directors of Sino-Forest 
Corporation ("Final Report") and all schedules and attachments thereto; 

cl. The following Globe and Alai! articles relating to Sino-Forest: 

1. "Sino-Forest On Track With Operations And First Quarter 
Reporting; Not Aware Of Any Reason For Share Price Decline", 
Dated: Wednesday, May 25, 2011 

11. "Poyry Releases Sino-Forest's China Forest Asset 2010 Valuation 
Reports" Dated: Friday, May 27, 2011 

111. "Sino-Forest Signs Long-Term Master Agreements To Acquire 
266,000 Hectares Of Plantation Forests In Shaanxi And Yunnan 
Provinces" Dated: Monday, May 30, 2011 

iv. "Sino-Forest Releases Supporting Evidence Against Allegations 
From Short Seller" Dated: Monday, June 06,2011 
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v. "Key partner casts doubt on Sino-forest claim" Dated: June. 20, 
2011 

vi. "On the trail of the truth behind Sino-Forest" Dated: September 2, 
2011 

vu. "Sino-Forest Responds To Request To Commence Action Against 
Certain Insiders And Others" Dated: Friday, October 14, 2011 

viii. "Sino-Forest Announces Resignation Of Director" Dated: Friday, 
November 04, 2011 

ix. "Sino-Forest Announces The Resignation Of Allen Chan As 
Chairman And Chief Executive Officer And His Appointment As 
Founding Chairman Emeritus" Dated: Sunday, August 28, 2011 

x. "The empire Sino Forest built and the farmers who paid the price" 
Dated: November. 10,2011 

xi. "Sino-Forest Announces Findings Of The Independent 
Committee" Dated: Tuesday, November 15,2011 

xii. "Sino-Forest executives linked to key timber supplier" Dated: 
December. 12, 2011 

XIIJ. "Sino-Forest Releases Final Report Of The Independent 
Committee" Dated: Tuesday, January 31, 2012 

xiv. "Why Sino-Forest's web is so hard to untangle" Dated: February 1, 
2012 

e. Various Sino-Forest filings with the Ontario Securities Commission, as set 
out below; 

f. Various media and Internet material relating to Sino-Forest, both in 
English and Chinese; 

g. Statutory filings by Sino-Forest subsidiaries, associates, suppliers and 
customers in I-Iong Kong and China; and 

h. Subscription databases in Hong Kong and China. 

18. Statutory information on companies incorporated in Hong Kong and China can be 

downloaded from government and commercial databases via the Internet. Corporate 

statutory documents are available at the offices of the Registrar of Companies in Hong Kong, 

as \Nell as on the Internet via a website known as ICRIS, which is operated by the Registrar 

of Companies. 
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19. The Administration of Industry and Commerce ("AIC") in China is a government office that 

retains detailed records of companies in China. Through KBC's agents in China, we have 

ordered the entire AIC records for certain subsidiaries, associates, joint ventures, customers 

and suppliers of Sino-Forest. These documents are written in Chinese, and have been 

translated to English for my review. I verily believe that the translation of the files, 

documents, and records which I have obtained and reviewed are true and accurate 

translations of the original documents. 

20. The AIC files identified in this affidavit are voluminous. Accordingly, I attached only the 

relevant excerpts from those records and the translations. Copies of the complete AIC files 

have been retained and are available for examination on request. 

21. The translation of the vast majority of the exhibits in this affidavit have been prepared by 

Wong Kam Yee of Intellect Consultancy. Since 1981, Ms. Wong has provided translation 

services to regulatory agencies in Hong Kong and China, law firms and multi-nationals 

seeking to enforce their commercial rights or make criminal complaints. She has translated 

investigation reports, supporting documents (including extracts from AIC files) and letters 

of complaint. Ms. Wong has translated thousands of documents over that period of time 

which have been accepted and exhibited to legal actions in the Courts of Hong Kong. 

22. In limited circumstances we also used Diners Professional Translations Services Ltd 

("Diners") to provide translations. Diners is a professional translation service incorporated 

in Hong Kong. Diners provides professional translation services to law firms and other 

institutions, and specialises in technical translations of legal, contractual, and sophisticated 

commercial documents. Diners provided translations of certain of the Leizhou EJV 

documents which are footnoted below. The remainder of the exhibits referred to in this 

affidavit were, in all cases translated by Madam Wong Kam Yee. The person at Diners that 

was responsible for the translation of documents attached to this affidavit was Mr. Lam 

Shing-Ming. Mr. Lam has a Masters of Arts in translation from the Chinese University of 

Hong Kong and is a member of the Chartered Institute of Linguists. 
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23. Attached and marked as Exhibits "SSS" and "TTT" are copies of the Chinese AIC 

documents and their translations, along with a notarized declaration from Wong Kam Yce 

and Lam Shing-Ming the individuals who translated those documents. \Vhere I refer to 

specific AIC documents in this affidavit, those documents have been extracted from 

Exhibits "SSS" and Exhibit "TTT". 

24. Persons resident in Hong Kong and China are issued an identity card with a unique number. 

It is possible to have both a Hong Kong identity card and a PRC identity card. For example, 

Allen Chan Tak Yuen ("Allan Chan") who is also known by the pinyin translation of his 

name, Chen Deyuan, has an identity card issued to him by the I-Iong Kong government: ID #: 

E45915l(l). When analyzing corporate filings both in Hong Kong and China, I have relied 

on these unique identifiers as evidence that specific named individuals are directors and 

shareholders of relevant companies. 

IV. FINDINGS 

25. Based on our review, and as set out in more detail below, we found: 

a. Allen Chan and New Ross Investments Ltd. ("New Ross") the company of 

which he was the principal shareholder and director, were succi by a PRC 

state-owned company for failing to properly invest monies invested with 

New Ross and for passing bad cheques. 

b. It appears that Zhanjiang Lcizhou Eucalyptus Resources Development Co. 

Ltd., a company that purported to provide sales for Sino-Forest, was a 

shell and never did any business from the issuance of its business licence 

and the commencement of the joint venture. 

c. Despite claims in Sino-Forest's public disclosure that it had invested in 

Shanghai Jin Xiang Timber Ltd. ("SJXT"), it appears that neither Sino

Forest nor any of its subsidiaries had any such investment. 

d. With respect to Homix Limited: 
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1. Sino-forest disclosed that one of its subsidiaries acquired Homix 

Limited ("Homix"). However, it failed to disclose that one of Sino's 

vice presidents, Chen Hua, was a major shareholder of a Homix 

subsidiary at the time of the acquisition. 

11. The patents that belong to Homix and its subsidiaries do not 

correspond with the description of those patents in Sino-Forest's 

disclosure documents. 

e. Contrary to the statements made in the Final Report of the Independent 

Committee of Sino-Forest, maps are in fact allowed and have been 

widely used in Mainland China for at least the last three years. 

f. Chen Jun, a member of Sino-Forest's management, was still recorded as a 

fifty-percent shareholder of Sonic Jita Engineering Company Limited 

("Sonic Jita") at the time that Muddy Waters released its report on Sino

Forest on June 2, 2011. 

(a) Allen Chan and New Ross Investments Ltd. 

26. On December 19, 1990, Allen Chan and the company of which he was the principal 

shareholder and director, New Ross, were sued by the China Foreign Trade Leasing 

Corporation and Sumlease Investment Ltd for the sum of US$799,979.92. A copy of this 

writ, High Court Writ 8671 of 1990, which was filed with the Supreme Court Registry in 

Hong Kong, is attached and marked as Exhibit "A". 

27. New Ross was incorporated in Hong Kong on September 1, 1988. Allen Chan was a 

director along with a corporate nominee named Ramillies Limited. On November 29, 1988, 

Allen Chan: was issued 499,998 shares at HK$1 0 per share out of 500,000 shares. Attached 

and marked as Exhibit "B" are a copy of the certificate of incorporation and copies of 

statutory corporate filings by New Ross with the Registrar of Companies for the period 

September 1, 1988 to february 28, 1997, together with a notice fi:om the Registrar of 

Companies advising that New Ross was struck off the Register of Companies for failing to 

make annual corporate returns and to pay the fines levied by the government. 
1778938.1 
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28. China Trade Foreign Leasing Corporation was a Chinese government organization. 

Sumlease Investment Ltd was a company incorporated in Hong Kong whose majority 

shareholder was the China Foreign Trade Leasing Corporation. The writ alleged that Allen 

Chan and New Ross \vere loaned US$647,474.75 for the purpose of buying the issued 

shares of 'Tai Yuen Shipyard Limited and in no circumstances shall the same be used for 

any other Purpose". 

29. The writ alleges that Allen Chan admitted he had not used the money advanced for the 

purpose ofthe purchase of the shares ofTai Yuen Shipyard as required by the agreement. It 

also alleges that Mr. Chan did not provide development plans, financial reports, and profit 

and loss accounts prepared by qualified accountants and reports on business management. 

30. The writ alleges that, once this conduct came to the plaintiffs' attention, Allen Chan 

requested an extension of time and modification of the restriction on the use of the funds. 

The parties agreed to the extension and modification of the restrictions as part of a second 

agreement. The writ further alleges that, in the second agreement, Allen Chan was advanced 

US$683,551 for the purposes of repaying the first agreement. 

31. The writ alleges that Allen Chan gave the plaintiff two post-dated cheques for I-IK$300,000 

and HK$700,000 and that they were dishonoured on presentation on the clue elates. This was 

prima facie an offence against section 18(1) ofthe Theft Ordinance, La<vvs ofl-Iong Kong if 

the cheques were handed over in Hong Kong and there was no intention of repaying the 

funds on the due elates. 

32. The files in relation to this action have been archived by the Supreme Court and there is no 

public access to that material. However, as there is no recorded judgment, it is likely the 

plaintiffs either did not pursue the action or the parties came to a settlement. 

33. It should be noted that Allen Chan or his representatives failed to file the required statutory 

returns for New Ross with the Hong Kong Government and on February 28, 1997, New 

Ross was struck off the Register of Companies. 
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(b) The alleged sales through Lcizhou EJV 

34. The statement of claim alleges that, initially, Sino-Forest's business was conducted 

primarily through an equity joint venture ("EJV") with the Leizhou Forestry Bureau, 

Zhanjiang Leizhou Eucalyptus Resources Development Co. Ltd. ("Leizhou"). The statement 

of claim further alleges that Leizhou did not generate the sales that Sino claimed or its sales 

were overstated. 

35. Our review of the AIC records and other materials as set out below supports this conclusion. 

In particular, it would appear that Leizhou EJV was a shell and never did any business from 

the issuance of its business licence and the commencement of the joint venture. 

AIC Filings for Leizlzou 

36. The Leizhou EJV filings with the AIC consisted of 240 pages in Chinese. I asked Wong 

Kam Yee to review those 240 pages and I instructed her to identify those pages that disclose 

information in relation to the incorporation, legal representatives, shareholders, directors, 

financial status or material changes of the Leizhou EJV. 

37. Attached and marked as Exhibit "C" to Exhibit "J" are copies of the Chinese-language 

pages so identified, along with the English translations made by Ms Wong. Documents 

marked at:Exhibit "K" to Exhibit "S" are from the same AIC file but were translated by 

Diners. 

38. The following is a summary of corporate information from the AIC Leizhou EJV file, 

including details of directors and shareholders: 

Company Name Zhanjiang Leizhou Eucalypt Resources Development Co., 
Ltd. 

)~5I~·J+It~tx1}jf5f*bt~~~~0 PJ 
Business License No. Qi Du Yue Zhan Zong Zi No.000571 
Company Type Solely owned Hong Kong company 
Legal Representative Chan Tak Yuen fl*i,~)mt 
Registered Capital USD1.4 million 
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Paid-ttl) Capital USD12.6 million 
Registered Address No.33 Middle Renmin A venue, Zhanj iang City 

5~>T$)J~~:kmcp 33 5· 
·-

Date of Incorporation 1994--1-29 
Company Telephone 3215649/3334 788 
Business Line Forestry business; wood processing; manufacturing and 

selling wood products and forest chemical products. 
Company Status Cancelled 

The AIC file is not clear as to how the registered capital is less than the paid up capital 

however there is a possibility that there was at some stage a reduction in the paid up capital. 

Shareholders are reflected as follows: 

Contracted Contribution Actual Paid-up 
Shareholders Amount Percentage of Amount Percentage of contracted 

contracted investment 
Investment 

Leizhou Forestry Bureau USD11.75 47% USD11,640,000 46.56% 
~·j,fH*~fi53 million 
Sino-Wood Partners USD13.25 53% USDl,OOO,OOO 0.04% 
Limited million Note: The capital 
1! ¥xlf:~~lmf'ffl~i~ PJ verification report 

indicates 0.04%. We 
believe the accountant 
made an error with their 
decimal point and the 
figure should read 4%. 

39. I have also reviewed the statutory annual returns of Sino Wood Partners Limited ("Sino 

Wood") with the Hong Kong Registrar of Companies for the years 1996 through to 2000, 

copies of which are attached hereto and marked as Exhibit "T'. They indicate that the 

directors of Sino Wood for the period 1996 through 2000 include Allen Chan Tak Yuen, 

Chan WaiLing and Poon Kai Kit. The returns indicate that Sino-Wood's shareholders were 

Allen Chan (1 share) and Sino-Forest Corporation (9,999 shares). 

Sino-Forest's extensive references to Leizlwu i11 its public disclosure 

40. I have read through the disclosure documents of Sino-Forest and reproduce below a number 

of statements made by Sino-Forest regarding its interest in the Lcizhou EJV. 
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41. Sino-Forest's predecessor, Mt. Kem·sage Minerals Inc., described the Leizhou EJV at page 

34 of its information drcular dated February 11, 1994: 

Lcizou Joint Venture 

Zhanjiang Leizhou Eucalypt Resources Development Company Limited (the 
"Leizhou Joint Venture") is owned 53% by Sino-Wood and 47% by State 
owned Leizhou Forestry Bureau (the "Bureau"). The Bureau is a district 
forestry bureau of the forestry bureau of Guangdong Province and is located 
in the southern-most part of Guangclong Province, 

Eucalypt is an important hardwood resource for the production of paper and 
boai·c! products. The PRC is second to Brazil in terms of land under plantation 
for eucalypt trees. Due to the climate requirements, most of the PRC's 
eucalypt plantation is located in southern PRC, which is on a latitude 
equivalent to Cuba. 

Established in 1954, the Bureau operates a 53,000 hectares eucalypt tree 
plantation, wood chip processing facilities and manufactures related products. 
The Bureau engages in extensive research and development in the prorogation 
and growing of eucalypt trees. This work has resulted in the opinion of the 
Bureau in achieving a high yield of tree prorogation ( 15-25 cubic meters per 
hectare per annum) and a short growth cycle (Five to six years). 

Under the Joint Venture Documents, as amended, the following assets, having 
an agreed value of US$2.49 million, are to be transferred to the Leizhou Joint 
Venture by the Bureau as the first instalment of its capital contribution: 

about 3,500 hectares (or 190,345 cubic meters) of eucalypt plantation; and 

wood chip processing facilities with an annual capacity of 100,000 tonnes. 

Additional capital contributions up to the Bureau's full obligation under the 
joint venture contract of US$4.7 million will be made within two years from 
the date of the business licence and by injection of additional plantation and 
processing facilities. 

Sino-Wood has agreed to make a total capital contribution of US$5.3 million 
to the Leizhou Joint Venture, of which the first instalment ofUS$1.0 million 
is to be made on or before April 28, 1994 and the balance before January 28. 
1996. 

42. Page 7 of the information circular elated May 15, 1995 provides: 

Through Sino-Wood the Corporation O\vns interests varying between 53% and 
55% in six Chinese foreign equity joint ventures ("the Joint Ventures") in 
Guangdong and Jiangxi Provinces in the People's Republic of China. Pursuant 
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to joint venture agreements ("the Joint Venture Agreements") relating to the 
Joint Ventures, Sino-Wood agreed to contribute to the Joint Ventures a total 
of US$22,240,000 of >vhich US$3,895.000 was made in March 1994 and the 
balance ofUS$18,345,000 must be made before the end of January, 1996. 

The Board at Directors believes that the Corporation should raise additional 
equity funding of approximately US$10,000,000 (approximately 
C$13,700,000) in order to contribute to the financing of the obligations of 
Sino-Wood under the Joint Venture Agreements and to provide additional 
working capital for the Corporation's expansion of its forestry plantation 
business in South China in the current year 

43. Page 2 of Sino-Forest's financial statements for the year ended December 31, 1996 provides: 

Wood chip production in the Leizhou EJV in 1995 accounted for 
approximately 60.6% of total production. In 1996, wood chip production in 
the Leizhou EJV accounted for approximately 35.8% of total production. As 
we continue to ramp up the phase-in of our CJV plantations over the next few 
yem~s, the Leizhou EJV's production of wood chips will be less and less 
significant to the total production level. In 1996, the Leizhou EJV produced 
212,500 BDMT ofwoocl chips compared to 204,200 in 1995. 

44. On Page 5 of Sino-Forest's Annual Report for the year ended December 31, 1996 it was 

claimed that 20,000 hectares of forest had already been phased in through the Leizhou EJV, 

and on page 8, it was reported that: 

Sales in the Leizhou EJV remained relatively constant over 1995. Sales were 
$2}million in 1996 consisting of approximately 212,500 BDMT of wood chip 
shipments compared to 204,200 BDMT in 1995. 

45. At Page 10 of Sino-Forest's Annual Report and Financial Statements for the year ended 

December 31, 1996, the following statements were made: 
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The Leizhou EJV 

Under the Leizhou EJV joint venture agreement, the Company's wholly
owned subsidiary, Sino-Wood Partners, Limited ["Sino-Wood"] is committed 
to provide $5,300,000 in capital to acquire its 53% equity interest in the 
Leizhou EJV. An initial capital contribution of $1,000,000 was made in 1994 
with the balance clue January 1996. During 1996, Sino-Wood's EJV partner, 
the Leizhou Forestry Bureau ["LFB"] agreed to extend payment of the 
balance of the capital contribution to December 1996. No capital contribution 
vvas made in December 1996 as Sino-Wood has agreed with the LFB to settle 
its capital contribution to the Leizhou EJV concurrent with the settlement of 
amounts due to the Leizhou EJV by the LFB. 

46. Page 2 of the Sino-Forest prospectus elated January 28, 1997 states: 

"Leizhou EJV" means the EJV subsidiary operating the eucalyptus tree 
plantation Zhat~iang Leizhou Eucalypt Resources Development Company Ltd. 
in Guangdong Province. 

47. On the same page, "EJV" is defined as an Equity Joint Venture established under EJV law, 

while page 10 charts the 53% holding of the Lcizhou EJV as being through Sino Forest 

Partners Ltd, a wholly owned subsidiary of Sino-Forest. 

48. At page 8 ofthe Sino-Forest 1997 prospectus, the following statements are made: 

Timber from the Leizhou EH/ Plantation 

The Leizhou EJV operates 20,000 hectares of eucalyptus tree plantation. The 
eucalyptus tree plantation of the Leizhou EJV is located on the Zhanjiang 
Leizhou peninsula in Guangdong Province. This plantation supports crops of 
eucalyptus trees which in management's experience have a cycle (from 
planting to harvesting) of approximately five years and which are specifically 
genetically engineered for the soil and semi-tropical climate conditions of 
southern China. In 1994 and 1995, there were approximately 156,300 BDMT 
and 204,200 BDMT, respectively, of eucalyptus wood chips produced by the 
Leizhou EJV. In 1996, the Company expects to maintain its production 
volume from the Leizhou EJV plantation at approximately 200,000 BDMT. 

49. On page 19 ofthe Sino-Forest 1997 prospectus, it states: 

BUSINESS STRATEGY 

Based on the success of its original eucalyptus plantation investment in the 
Leizhou EJV in 1994, the Company focused its efforts on expanding rapidly 
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in the management and operation of, and investment in, tree plantations in the 
PRC and the production of wood chips, while at the same time reducing its 
involvement in the forestry and board chemical businesses 

50. On page 22 of the Sino-Forest 1997 prospectus, it states: 

BUSINESS OPERATIONS 

Wood chips produced by the Leizhou EJV are sold in the export market by the 
Company's joint venture partner under an arrangement that was established in 
1994. This arrangement is expected to terminate by the end of 1996. 

The $12.177.000 clue from the Leizhou EJV joint venture partner as at 
September 30, 1996 represents cash collected from the sale of wood chips by 
the Leizhou EJV joint venture partner on behalf of the Leizhou EJV. As 
originally agreed by the Company. the cash is being retained by the Leizhou 
EJV joint venture partner to fund the ongoing plantation costs of the Leizhou 
EJV. At the end of 1995, the Company commenced discussions with the 
Leizhou EJV joint venture partner for the repayment of some or all of the 
amount clue by early 1997. The Leizhou EJV joint venture partner has 
incurred planting and maintenance costs on behalf of the Leizhou EJV which 
could be applied against part of the amount due to the Company. In addition, 
the balance could be used to offset the required remaining capital contribution 
ofU.S.$4,300,000 owing to the Leizhou EJV by the Company. or be repaid to 
the Company. 

Total export shipments (including those from the Leizhou EJV) estimated for 
1996 account for approximately 60% of the total estimated wood chip 
shipments of the Company. Export shipments for the nine months ended 
September 30. 1996 represent 66.7% of total shipments. Of the 259,574 
BDMT in total export sales of wood chips by the Leizhou EJV and the 
Guangxi CJV for the nine months ended September 30. 1996, approximately 
60% were to Japan which is the world's largest importer of wood chips. 

51. On page 23 of the Sino-Forest 1997 prospectus, it states: 

BUSINESS OPERATIONS 

Chipping Facilities 

The Company's Leizhou EJV operates a three-line chipping plant with an 
annual capacity of approximately 250,000 tonnes of wood chips. The plant is 
located approximately 50 km from the Leizhou EJV plantation and 
appl.'oximately 80 km from the Zhanjiang port. Zhanjiang port is one of the 
ports that the Company uses to export its wood chips to Japan, South Korea 
and Taiwan. All of the Company's eucalyptus trees harvested in the Leizhou 
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EJV are chipped in this facility. The wood chips producccl in this facility are 
generally stored in the plant for no more than one week before being 
transported by trucks to the Zhanjiang port for export. 

52. On page 24 of the Sino-Forest 1997 prospectus, it states: 

Fibre Supply and Process 

The Company currently produces its wood chips from two sources of supply: 
(1) standing timber purchased from the local forestry bureaus and (2) timber 
grown on the Leizhou EJV's eucalyptus plantations. 

The Company currently manages and operates 20.000 hectares of tree 
plantation lands in the Leizhou EJV. The Company has phased-in 
approximately 30,000 hectares (including the 20,000 hectares from the 
Leizhou EJV, or approximately 5% of the lands currently under contract. 

53. On page 28 of the 1997 prospectus, it is stated that: 

Research and Development 

Research and development is carried out at the research facilities of the 
Leizhou EJV and by independent laboratories and research centres. 

54. Subsequent to the date of the 1997 prospectus, Sino-Forest reported changes 111 the 

relationship with the Leizhou EJV. 

55. In the 3rd quarter 1997 report to shareholders it was stated that: 

As at September 30, 1997, the amount due to Leizhou EJV from the Leizhou 
Forestry Bureau amounted to $16,755,000, of which the Company's equity 
position in the Leizhou EJV represents $8,880,000. The Leizhou EJV 
receivable was satisfied in November 1997 through a payment to the 
Company of timber holdings of a value approximately $8,880,000. 

56. At page 10 of Sino-Forest's Annual Report for the year ended December 31, 1997, the 

following information was set out: 

In 1997, wood chip shipments totallecll,l60,560 BDMT compared to 592,800 
BDMT shipped in 1996, an increase of approximately 96%. Of the total wood 
chips shipped in 1997, 311,300 BDMT were exported to Japan, South Korea 
and Taiwan and 849,260 BDMT were sold in the domestic PRC market. For 
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the year ended December 31, 1997, the Company acted as principal on 
184,400 BDMT and as an agent on 931,160 BDMT. Wood chip shipments 
from Leizhou EJV in 1997 were 45,000 BDMT compared to the 212,500 
BDMT shipped in 1996. The decrease was clue to the decision to restructure 
Leizhou EJV, which was completed in the fourth quarter of 1997 as explained 
below. As a result of this decision, wood chip orders which could have been 
shipped by the Leizhou EJV were filled by the Heyuan CJV and the Guangxi 
CJV partner which together reported a 193% increase in shipments from 
380,300 BDMT in 1996 to 1,115,560 BDMT in 1997. Export shipments have 
decreased approximately 10% from 346,400 BDMT in 1996 to 311,300 
BDMT in 1997 as a result of the continuing weak economy in Japan and the 
economic downturn in Asia. Demand for wood chips in China remains strong 
and was the reason for the significant increase in shipments from 246,400 
BDMT in 1996 to 849,260 BDMT in 1997, an increase of245%. 

57. Page 11 of that Annual Report deals with a change in the relationship ·with the Leizhou EJV. 

This change was said to have occurred with the agreement of the Lcizhou Forestry Bureau: 

Findings 

LEIZHOUEJV 

As part of the Company's strategy to operate and manage its plantation 
business under the preferred CJV structure, the Company entered into an 
agreement with the Leizhou Forestry Bureau ("LFB"), its partner in the 
Leizhou EJV, to cease operations and distribute the net assets of the Leizhou 
EJV according to their respective equity interests. The Company's share of the 
net assets of the Leizhou EJV, as at the effective date of the partners' 
withdrawal of their equity interests, October 1, 1997, amounted to $12.4 
million. As part of the agreement with the LFB, the LFB agreed to exchange 
the Company's interest in the net assets of the Leizhou EJV for 730,440 cubic 
meters of standing timber owned by the LFB. The standing timber is to be 
provided by the LFB to the Company over a three-year period as required by 
the Company. The Company is responsible for harvesting and transportation 
costs. The remaining capital contribution of $4.3 million, which was due to 
the Leizhou EJV, was also settled as a result of the agreement with the LFB. 
The Company is in discussions with a potential new partner in the Leizhou 
region to establish a new CJV on a similar basis to its existing CJVs. 

58. In addition to reviewing the AIC file and Sino-Forest's disclosure documents, I reviewed a 

letter from the Leizhou Forestry Bureau elated February 27, 1998 regarding the Leizhou 

joint venttire. The statements in Sino-Forest's disclosure documents are inconsistent with 

that letter. In particular, the letter states that the capital contribution of the Leizhou EJV was 
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not paid up by Sino-Forest. !v[oreovcr, despite Sino-Forest's claim of an amicable parting 

with the Leizhou Forestry Bureau, the Bureau complained about Sino-forest to the 

Zhanjiang Municipal Foreign Economic Relations & Trade Commission. The Bureau's 

letter dated February 27, 1998 is attached and marked as Exhibit "D". 

59. The letter states that Leizhou EJV was a shell and never did any business from the issuance 

of its business licence and the commencement of the joint venture. 

60. I have also identified financial statements for the financial year 1996 in the AIC files of the 

Leizhou AIC, copies of which are attached and marked as Exhibit "Q". There are no entries 

for "Return on Investment", "Profit for the year" or "Undistributed profit". 

61. Furthermore, in a letter dated June 25, 1998, the Zhangjiang Sino-Forest Technology Center 

informed the Zhm~iang Administration for Industry and Commerce that "Leizhou Forestry 

Bureau had failed to contribute forestry land, factory facilities and investment as agreed in 

the joint venture thus affecting the normal operations of the joint venture". A copy of the 

letter is attached and marked as Exhibit "E". 

(c) Sino-Forest's alleged investment in Shanghai Jin Xiang Timber Ltd. ("SJXr') 

62. The statement of claim alleges that Sino-Forest had claimed in its public disclosure that it 

had acquired a 20% equity interest in "Shanghai Jin Xiang Timber Ltd." ("SJXT"). It further 

alleged that Sino never invested in a company called "Shanghai Jin Xiang Timber Ltd.". 

63. We have examined the AIC records and other documents, as set out below, to determine if 

there was any evidence that Sino-Forest had an equity interest in SJXT. It appears that 

neither Sino-Forest nor any of its subsidiaries held shares of SJXT. 

Sino-Forest's extensive references to SJXT in its disclosure 

64. I have read through the disclosure documents of Sino-Forest and reproduce below a number 

of statements made by Sino-Forest regarding its interest in SJXT. 
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65. On page 11 of Sino-Forest's 1997 Annual Report, under the heading "Wood-Based Panel 

and Contract Supply," it was stated that: 

To establish strategic partnerships with key local wood product suppliers and 
to build a strong distribution network for the wood-based product and contract 
supply businesses, the Company has acquired a 20% equity interest in 
Shanghai Jin Xiang Timber Ltd. ("SJXT"), an EJV that was formed in 1997 
by the Ministry of Forestry in China. The operation of SJXT is to organize 
and manage the first and only official market for timber and log trading in 
eastern China. The investment in SJXT will provide the Company good 
accessibility to a large base of potential customers and companies in the 
timber and log businesses in eastern China. The total investment of SJXT is 
estimated to be $9,662,000 (RMB80 million) of which the Company will be 
required to contribute approximately $1,932,000 for 20% of the equity interest. 
As at December 31, 1997, the Company has made capital contributions to 
SJXT in the amount of$1,037,000. 

66. At page 27 of Sino-Forest's Annual Information Form, dated May 20, 1998, under "Sales 

and Marketing", it was stated that: 

The Company will initially focus on the Greater Shanghai Region and take 
advantage of Shanghai Timber's sales network in the region. Currently, the 
Company is in negotiation with several customers to secure between U.S. $40 
and U.S. $50 million of contract supply business. To establish strategic 
parti1erships with key local wood product suppliers and to build a strong 
distribution for the wood-based product and contract supply businesses, the 
Company has acquired a 20% equity interest in Shanghai Jin Xiang Timber 
Ltd. ("SJXT"), an EJV that was formed in 1997 by the Ministry of Forestry in 
China. The operation of SJXT is to organize and manage the first and only 
official market for timber and log trading in Eastern China. The investment in 
SJXT is expected to provide the Company with good accessibility to a large 
base of potential customers and companies in the timber and log businesses in 
Eastern China. 

67. On page 5 of Sino-Forest's Annual Report for the year ended December 31, 1998, under the 

heading "Lumber and Wood Products Trading - a Promising Opportunity," it was stated 

that: 

Sino-Forest's 20% equity interest in Shanghai Jin Xiang Timber Ltd. ("SJXT" 
or the Shanghai Timber Market) represents a very significant development for 
our lumber and wood products trading business. The market is prospering and 
continues to look very promising. Phase I, consisting of 100 shops, is 
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completed. Phases II and III are expected to be completed by the year 2000. 
This expansion would triple the size of the Shanghai Timber Market. 

The Shanghai Timber Market is important to Sino-Forest as a generator of 
significant new revenue. In addition to supplying various forest products to 
the market from our own operations, our direct participation in SJXT 
increases our activities in sourcing a wide range of other wood products both 
from inside China and internationally. The Shanghai Timber Market is also 
very beneficial to the development of the forest products industry in China 
because it is the first forest products national sub-market in the eastern region 
of the country. 

In October 1998, we announced an Agency Agreement with SJXT, under 
which Sino-Forest will provide 130,000 m3 ofvarious wood products to SJXT 
over an 18 month period. Based on current market prices, we expect this 
contract to generate significant revenue for Sino-Forest amounting to 
approximately $40 million. The market also greatly facilitates Sino-Forest's 
networking activities, enabling us to build new industry relationships and add 
to our market intelligence, all of which increasingly leverage our ability to act 
as principal in our dealings. 

68. On page 5 .of Sino-Forest's Annual Report for the year ended December 31, 1999, under the 

heading "Lumber and Engineered Wood Products Trading," it was stated 

The lumber and engineered vvood products trading business diversifies Sino
Forest's revenue base; provides a high return; and further expands our 
position in the huge and rapidly growing Asian market for engineered wood 
products. The Shanghai Timber Market provides us with a market for our 
wood products as well as being a source of a wide range of wood products 
froni both Chinese and international markets. The market also facilitates 
networking opportunities for Sino- Forest and enables us to build new and 
beneficial industry relationships. 

69. On pages 12 and 13 of that same Annual Report, in the section titled "Review of 

Opportunities," it is stated that: 

There are also promising growth opportunities as Sino-Forest's investment in 
Shanghai Jin Xiang Timber Ltd. (SJXT or the Shanghai Timber Market), 
develops. The Company also continues to explore opportunities to establish 
and reinforce ties with other international forestry companies and to bring our 
e-comrnerce technology into operation. Sino-Forest's investment in the 
Shanghai Timber Market - the first national forest products submarket in 
eastern China- has provided a strong foundation for the Company's lumber 
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and wood products trading business. To elate, the timber market has been a 
significant source of new revenue for Sino-Forest, both as a way to market our 
products and a way to source a wide range of other wood products from inside 
China and internationally. Sino-Forest's lumber and wood products trading 
business generated revenue of $37.2 million for the Company in 1999. This 
represents an increase of 219 per cent over the $11.7 million in revenues 
generated in 1998 and an increase of 1,591 per cent over the $2.2 million in 
revenues generated in 1994. 

70. On pages 18-19 of that same Annual Report, in the section titled "Review of Operating 

Results," it is stated that: 

Sales from lumber and wood products trading increased 264% to $34.2 
million compared to $9.4 million in 1998. The increase in lumber and wood 
prod~1cts trading is attributable largely to the increase in new business generated 
f1·om our investment in Shanghai Jin Xiang Timber Ltd. (SJXT) and a larger 
sales force in 1999. 

71. On page 20 of that same Annual Report, under the heading "Investment in SJXT," it is 

stated that: 

The Company held a 34.4% equity interest in SJXT, an equity joint venture 
(EJV) that was formed by the Ministry of Forestry in China. The purpose of 
the 'investment is to establish strategic partnerships with key local wood 
proqucts suppliers and to build a strong distribution network for the lumber 
and wood products trading and the wood-based panel businesses. The total 
capital investment of SJXT is $1,509,000 [Chinese renminbi 12.5 million] of 
which the Company's required capital contribution is $519,000. As at 
December 31, 1999, the Company's required capital contribution of $519,000 
was fully made. The operation of SJXT is to organize and manage the first 
and only national submarket for timber and log trading in eastern China. The 
investment in SJXT will provide the Company with accessibility to a large 
base of potential customers and companies in the timber and log businesses in 
eastern China. The investment in SJXT has contributed to the significant 
growth of the lumber and wood products trading business, which has recorded 
an increase in sales of 219% from $11.7 million in 1998 to $37.2 million in 
1999. 
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72. In Sino-Forest's Annual Report for the year ended December 31, 2000, on p. 18 under the 

heading "Investment in SJXT," the following was stated 

The Company has a 34.4% equity interest in Shanghai Jin Xiang Timber Ltd. 
("SJXT"), an equity joint venture ("EJV") that was formed by the Ministry of 
Forestry in China. The purpose of the investment is to establish strategic 
partnerships with key local wood product suppliers and to build a strong 
distribution network for the lumber and wood products trading and wood
based panel businesses. The total capital investment of SJXT was $1,509,000 
[Chinese renminbi 12.5 million] of which the Company's required capital 
contribution was $5 I 9,000. As at December 31, 2000, the Company's 
required capital contribution of $519,000 was fully made. The operation of 
SJXT is to organize and manage the first and only national sub-market for 
timber and log trading in eastern China. The investment in SJXT will provide 
the Company good accessibility to a large base of potential customers and 
companies in the timber and Jog businesses in eastern China. 

73. Sino-Forest's 1997 Annual Report indicates that Sino-Forest would acquire a 20% interest 

in SJXT through an estimated capital contribution of US$1 ,932,000 (comprising 

approximately 20% of the total estimated capitalization of US$9,662,000 of SJXT). Sino

Forest dis~losecl that it had made an investment of US$1,037,000 towards its required 

contribution. However, the 1999 Annual Report refers to a 34.4% equity interest in SJXT. 

Further, in contrast to the 1997 report, the 1999 Annual Report indicates that the total capital 

investment of SJXT was US$1,509,000, of which the capital contribution of Sino-Forest 

was US$519,000 .. We have examined all the AIC records for SJXT and Sino-Forest 

disclosures and can find no explanation for how this has changed. 

74. Finally, Sii10-Forest's disclosure documents issued after its 2000 Annual Report removed all 

mention of SJXT. The only exception was a reference in Sino-Forest's 2001 Annual Report, 

which stated, at page 9, that: 

One market for Sino-Forest products is the Shanghai Timber Market in 
eastern China. The Market consists of suppliers offering wood and wood 
products for the wholesale domestic market. 
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AIC Filings relating to S.TXT/SJXTLYI 

75. I am informed by Yu How Wun, an agent of Intellect Consultancy, and I believe that he 

conducted a search for the AIC file in the name of "Shanghai Jin Xiang Timber Ltd.", but 

that he found no company by this name. 

76. However, further AIC searches by Yu Ho Wun ascertained that a company by the name of 

Shanghai Jinxiang Timber Wholesale Market Management Co., Ltd. _t.;~:&:if.:H;H:tJtt6Z:r!J 

:l:3..&t~~J_ffi*-f~B!0-P'j ("SJXTM") was incorporated on July 9, 1997 and that an individual 

by the name of Pan Jiajie ;ffi%~ (holding Chinese identity# 441623194001061314) was a 

director. The name Pan Jiajie is the Pinyin or simplified Chinese character name for Poon 

Kai Kit, who was the president and a director of Sino-Forest. He holds Chinese identity # 

441623194001061314 and Hong Kong identity# H328031(6). 

77. The AIC file for SJXTM consists of 311 pages in Chinese. I asked Wong Kam Yee to 

review those pages and I instructed her to identify those pages that disclosed information in 

relation to the incorporation, legal representatives, shareholders, directors. material changes 

and financial information of SJXTM up to the year 2005. Attached and marked as Exhibit 

"U" to Exhibit "EE" are copies of the Chinese versions of those pages and of the English 

translations 

78. According to the AIC records, SJXTM was incorporated on July 9, 1997. The registered 

address for the company is at No.2755, Fcngxiang Road, Nanxiang Town, Jiading District 

Shanghai l!/El3T$J!~HJ!$!;H~~ 2755 -iS·. The business of the company is reflected to be 

"Providing market management services for the dealers of timber and decoration materials." 

79. From incorporation until the mid-point of 2005, the following were the shareholders of 

SJXT holding their shares in the proportions as set out: 

Shareholders Subscription Perccnta~ - ,--
Shanghai Jinsen Material Trade Co., Renminbi 0.5 million 17 (rounded) 

Ltd . 
..t ~~/.>-:of> 1m )jJ'.r;.z1 }g_ I'- PJ ttti:ifi;M~ y, Y-1. '1 L\ 0 
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Shanghai Changxiang Industrial Co., Renminbi 2.5 million 83 (rounded) 
Ltd. 

t ·~= s ,,_1]'"'-· J~i=lffV' 'f:1J _ )q}: f='l r;,; ::V<; ~ f FJ \c( L\ d 
------·---

[ 100% Total Renminbi 3 million 

80. The recorded directors of SJXTM are as follows: 

Name Document No. Position 
Cai Xuelin ~q~Rf§$ 320204500812001 I Chairman 
Zhang Jinde 51HITI1i@ 310222195204130814 Director 
Qu Rongguo ~5R[;l11 310222195512230817 Supervisor 
Zhang Yulin 5K.:Eif;f-: 310222195706110418 Director 

Ma Cong bbW~, 320106690914243 Director 

Poon Kai Kit l!f ~·-· * @ Director { 3¥. "~ 441623194001061314 
Pan Jiejie --

81. Consequently, for the period up until mid 2005, SJXTM had a paid up capital of three 

million renminbi which would have roughly equated to US$375,000. Shanghai Jinsen 

Material Trade Co., Ltd., held 17% of the shares and Shanghai Changxiang Industrial Co., 

Ltd., held 83% ofthe shares. Exhibit "U" which is a document from the files of the AIC for 

SJXTM describes SJXTM as a joint venture invested by a collective and a State owned 

enterprise. 'ln subsequent investigations of the shareholcling and structure of both Shanghai 

Jinsen and Shanghai Changxiang, Shanghai Jinsen is a collective whilst in looking at the the 

shareholdet·s of Shanghai Changxing, the two companies which hold shares in Shanghai 

Changxiang are also collectives and not state owned companies. Neither Sino-Forest nor any 

of its subsidiaries are identified as shareholders. 

82. I have also reviewed the financial statements for SJXTM filed with the AIC for the years 

2000 ancl2002, copies ofwhieh are attached and marked as Exhibits "EE". 

83. For the financial year ending 31st December 2000, SJXTM had a balance sheet which 

reflected ~issets of RMB 47,413,236 and liabilities of RMB 34,673,473. The box for 

business revenue was not filled in; however profit was RMB 350,348. For the financial year 

ending 31st December 2002, SJXTM had a balance sheet which reflected assets of RMB 
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40,349,657 and liabilities of27,783,161. Business revenue was RMB 66,392,044 on which 

profit was RMB 12,391. 

84. On August 6, 2005, SJXTM's shareholders, Shanghai Jinsen Material Trade Co., Ltd and 

Shanghai Changxiang Industrial Co., Ltd., agreed to terminate their joint venture. A copy of 

the Agreement to Terminate Joint Venture Business is attached and marked as Exhibit "X''. 

85. The agreement states that Shanghai Jinsen Material Trade Co Ltd. decided to terminate its 

involvement on January 15 2000, but that the termination procedures had not been 

completed. On completion, Shanghai Jinsen Material Trade Co., Ltd withdrew its capital of 

RMB 500,000. 

86. Subsequently, on August 11, 2005, Shanghai Changxiang Industrial Co. Ltd. 1 withdrew 

RMB 540,000, thus reducing the capital ofSJXTM to RMB 1,960,000. Copies of the capital 

verification report and a report of the People's Government ofNanxiang Town are attached 

and marked Exhibits "Z" and "Y". 

87. On August 25, 2005, the following changes to SJXTM were approved: 

We have received your request on Jinxiang Timber Wholesale Market's 
restructuring and capital increase. Upon review, we agree that Shanghai 
Jinxiang Timber Wholesale Market l:¥1iJ:&rTJ;;{;;:;j;~·:j:fl£m±31 changes from a 
collective ownership to a limited company (Joint Venture by domestic 
companies) and increases its registered capital to RMB8.46 million, including 
RMB 1.96 from Shanghai Nanxiang Industrial Development Zone Industrial 
Co., Ltd. J:#ij;I¥JJ'I~I~Il~:JfbZ:IR~~li({~f~IX06J and RMB6.50 million from 
Shanghai Jincai Industrial Co., Ltd. l:tilJ~t;J·~~~~ 1H!X1} Pj. Its business 
scope covers market management service for suppliers of timbers, plywood 
and decorative materials in Jinxiang Timber Market. We hope that your 
company would get changes registered in time. 

A documentissuecl by the People's Government of Jiacling District Nanxiang Town IS 

attached and marked as Exhibit "CC". 

1 known by its nev,i name, Shanghai Nanxiang Industrial Development Zone Industrial Co., Ltd. 
1778938.1 

69 



-27-

88. Subsequent to these changes the following people became directors of SJXTM: Zhang Jincle 

5K4'~{~, Poon Kai Kit ;m*;,l~, Zhang Yulin 5!-CEJ;f\, lvla Cong ~fJ~,, Cai Xuelin ~::t·rJft. 

Attached and marked as Exhibit "DD" are a resolution of the company and certificates of 

appointment as directors. 

AIC Filings relating to SJXTM's slwre/10/ders 

AIC Filings relating to Shanghai Jinsen (SJXTlvf's shareholder until 2005) 

89. Shanghai Jinsen Material Trade Co., Ltd ("Shanghai Jinsen") is one of the two shareholders 

of SJXTM. The filing with the AIC consisted of 37 pages in Chinese. I asked Wong Kam 

Y ee to review those 37 pages and instructed her to identify the pages which disclosed 

information in relation to the incorporation, legal representatives, shareholders, directors, 

material changes and financial status of Shanghai Jinsen. Attached and marked as Exhibit 

"F'F to Exhibit "JJ" are those Chinese-language pages, along with the English translations. 

90. According to the AIC records, the Shanghai Jinsen business licence was revoked on 

February 4, 2005. Prior to that elate, it was a collective-owned company and no shareholders 

or directors are listed. None of the individuals listed as management and staff appear to 

relate to Sino-Forest or its subsidiaries and associates. A copy of the collective staff list is 

attached and marked as Exhibit "GG". 

91. Further, on' February 4, 1993, a firm of accountants under the name of Huihua CPA firm 

listed on the capital verification report, carried out a capital verification. It showed that the 

capital subscription of Shanghai Jinsen was solely from its own funds. There was 110 

suggestion of external investment and 110 changes have been filed over the period from 1997 

to 2000, when Sino-Forest alleged it had a capital interest in Shanghai Jin Xiang Timber 

Limited. A copy of the capital verification report is attached and marked as Exhibit "Hl-P'. 

Company Name 
Shanghai Jinsen Material Trade Co., Ltd 
_t rttJ 11t i~lH&.~ ~ m 10 i~ '§'] 

Registration No. 3101151005437 ----

Registered Address 
No. 1208, Puclong Avenue 
¥F!P1~:AiEL 1208 ~ 

-

Legal Representative Ji Zonglin ~c*if* 
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-·-

Registered Capital RMB 1 million 
Date I•:stablishcd --

- -

Registering Authorit~ Shanghai AIC Pudong New District Branch 
Wood and related products, metal materials, chemical 

Business Scope materials, bui !ding materials, construction hardware, auto 
parts, hardware 

Business model Wholesale, retail, and purchase & sale agency 
Status Revoked 
Date of revoking February 4, 2005 

AJC Filings relating to Shanghai Changxiang 

92. Shanghai Changxiang Industrial Co., Ltd. .1. )Hj li4 Hi 37~ ~ fj ~~~ 0 Bj ("Shanghai 

Changxiang") is the second shareholder of SJXTM. The filings with the AIC consisted of 84 

pages in Chinese. I asked Wong Kam Yee to review those 84 pages and instructed her to 

identify the pages which disclosed information in relation to the incorporation, legal 

representatives, shareholders, directors, material changes and/or financial status of Shanghai 

Changxiang. Attached and marked as Exhibit "KK to Exhibit "QQ" are those Chinese

language pages and the English translations. I note that Shanghai Changxiang has changed 

its name to Shanghai Nanxiang Industrial Development Zone Industrial Co Ltd. 

93. Details relating to this company compiled from the AIC file are as follows: 

- ~ ... 

Shanghai Nanxiang Industrial Development Zone 
Company Name Industrial Co., Ltd 

J: ~ 1¥1 !f}j I ~7f IX IR $; ~~i'f fll~ i~ r!J 
Registration No. 310114001805623 

Room 104, Building No. 4, Qianjiaqiao, Shejia Village, 
Registered Address Nanxiang Town, Jiading District, Shanghai 

-~IR1¥J~~tt~tl~*~4~1M 7m - - ~ - - - \. '' ' .::¥ ' I E!ll 
-

Legal Representative Xu Long 1~7-t 
Registered Capital RMB 12 million 
Date Est!iblished November 19, 1996 --
Period of Operation From 1996-11-19 to 2026-11-18 
Company Type Limited Company 
Registering Authority Shanghai AIC Jiading Branch 

Sales of hardware, building materials, decoration 

Business Scope 
materials, steel, machinery and electronic products, 
garments, daily necessities, automobile accessories, 
plastic products; business consulting 
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I Status I Active 

94. The share holdings of Shanghai Changxiang are as follows: 

Name Shanghai Nanxiang Economic Development Co., Ltd 
J: lfff: 1¥.i ~JJ ~?r: ¥J1= fiZ~,e, i~ PJ 

Subscription 10,000,000 
(RMB) 
Percentage 83.3% 

Name Jiading Nanxiang Industrial Co., Ltd 
~ ,_,_ -n·"tJI t~J\.j 7»1 7E rro J:' . ~ .. z., n 

Subscription 2,000,000 
(RMB) --
Percentage 16.7% 

95. The directors of Shanghai Changxiang are listed as follows: 

Name Position 
Zhang Qir1gzhong ~Jj;:,~, Director 

Xu Long 1#;:& Director 

Zhang Jinde ~tH~1~ Executive Director 

Li Yuxing *.:E.~ Supervisor 

96. From an examination of the AIC file, there is no identifiable capital involvement by Sino

Forest, its subsidiaries or associates in Shanghai Changxiang. I have obtained the two AIC 

files for those companies ·which are shareholders of Shanghai Changxiang namely Shanghai 

Nanxiang Economic Development Co., Ltd and Jiading Nanxiang Industrial Co., Ltd. I 

instructed Wong Kam Yee to examine these filings. She advises me, and I believe, that 

there is no apparent Sino-Forest capital involvement in these two companies as they are both 

collectives and have not filed details of any shareholders or directors. They have filed details 

of their Legal Represntatives and none of them are names which have been associated as far 

as has been determined, with Sino-Forest. Consequently, it is unclear how Sino-Forest could 

hold its stated shareholcling over the 1997 to 2000 period in SJXTM. 

AIC Filings relating to S'hanghai Jincai (S:JXTM's shareholder (rom 2005) 
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97. Shanghai Jincai Industrial Co., Ltd ;ll,f1fi;;t;t~_ill(f~-r;~i~'i'fj ("Shanghai Jincai") is reflected in 

the AIC files as holding share capital of SJXTM totalling RMB 6,500,000 effective from 

about August 25, 2005. This is also around the time that Poon Kai Kit became a director of 

SJXTM. Shanghai Jincai filings with the AIC consisted of 65 pages in Chinese. I asked 

Wong Kam Yee to review those 65 pages and instructed her to identify the pages that 

disclose information in relation to the incorporation, legal representatives, shareholders, 

directors, material changes and/or financial status of Shanghai Changxiang. Attached and 

marked as Exhibit "RR" to Exhibit "XX", are those Chinese-language pages, along with 

the English translations. 

98. The AIC records for Shanghai Jincai indicate the company was established on August 22, 

2005. It is a limited liability company with an issued registered capital of RMB 15,000,000. 

Pan Jiajie )ffi*?.l~ (i.e. Kai Kit Poon) is the legal representative. The following is a summary 

of the AIC records. 

As at February 8, 2012 

Company Name 
Shanghai Jincai Industrial Co., Ltd. 
J::.)frh1io/J'~~k1"'i'~~0 ~] 

-··-- --~····~-·-----·-------~--------------··----~--

Registration No. 310114001483490 
No. 8 Fengxiang Road, Nanxiang Industrial Development 

Registered Address Zone, Jiading District, Shanghai 
J: ,, __ !J~,_._,JXJ¥j"~~T Jl(tf£:l2{$"'1j''1z 8 t::r -.Ia;: r J ffi; )E X pc] 1- ____ \ I - X.=::. :f-'J jl:-0 "'5 

Legal ReJ)resentative P r .. 'ffi""''* an IaJie 1 '%."~ 

Registered Capital RMB 15,000,000 
Date Established August 22, 2005 
Period of Operation August 22, 2005 to August 21, 2015 

··--

Company Type Limited Liability Compan~ 
Registering Authority Shanghai Jiacling AIC 

Processing of wooden products; sales of woods, manmade 

Business Scope 
boards, plyvvood and architecture decoration materials; 
commercial consultancy; conference service; design and 
production of computer graphics. 

Status Active 

Sharchold~rs 

Name Subscription l)crcen tage 
(RMB) 

Pan Jiajie ~ill*?~ RMB 10,500,000 70% 
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I Cai Xuelin ~~q:~y~ RMB 4,500,000 30% 

Key Executives 

Name Position IDNo. 
Pan Jiajie >!%~ Executive Director 441623194001061314 

Cai Xuelin ~q:f~ Supervisor 32020419500812001X 

Name Pan Jiajie ii%~ 
Nationality Chinese 
Date of Birth January 6, 1940 

No. 3 Gongyuan Road, Yuanshan Township, Lianping 
Address County, Guangclong 

i*!Q:itEifZ±!::rc=gtffi!0lm~ 3-5 
IDNo. 441623194001061314 
Photo Nil 

Changes 
27- Nov -2007- Change of registration number 

Before After 
3101142119687 310114001483490 

27- Nov -2007- Change of shareholders 

Before After 
Ma Cong l=f,JD(?, (ID No.: P J' .. ·m~·* (ID N an tajte /' ~%"" 0.: 
320106690914243) RMB 10,500,000- 441623194001061314) RMB 10,500,000-70% 
70% 
Cai Xuelit? ~q:r,~ (ID No.: Cai Xuelln ~'¥~t\l (ID No.: 
320204500812001) RMB 4,500,000- 32020419500812001X) RMB 4,500,000-30% 
30% 

27- Nov -2007- Change of directors 

Before After 
Ma Cong f:b~g (ID No.: P J' .. 'ffi~* (ID N an IaJie 1·11 ·~ Jl\\ o.: 
320106690914243) Executive 441623 I 94001061314) Executive Director--
Director- Legal Representative Legal Representative 
Cai Xuelin ~q:~ (ID No.: Cai Xuelin ~~q:~~ (ID No.: 
320204500812001) Supervisor 32020419500812001X) Supervisor 

99. The first application for a company name was under that of Shanghai Jinjia Industrial Co 

Ltd. Shanghai Jincai was one of the alternative names. This is the only reference that has 
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been found in any of the shareholders files where the name "Sino-Forest" has been 

identified. The application for pre-approval of company name is attached and marked as 

Exhibit "RR". 

100. The two initial investors in Shanghai Jincai, as of July 26 2005, were Ma Cong (RMB 

!0,500,000) and Cai Xuelin (RMB 4,500,000). It was not until November 13, 2007 that 

Poon Kai Kit contributed RMB 10,500,000. This corresponded to the withdrawal of an 

identical amount of capital by Ma Cong. Copies of documents evidencing these events are 

attached and marked as Exhibits "VV" and Exhibit "XX". In any event, I can find no 

capital interest in the name of Sino-Forest, its subsidiaries or associates in Shanghai Jincai at 

any time. 

Findings 

I 0 !.As set out above, Sino-Forest claimed in its various disclosure documents that it initially had 

a 20% interest in the capital of SJXT, which purportedly increased to 34.4%. However, 

based on our review of the AIC records there appears to have been no Sino-Forest 

subsidiary holding shares in SJXTM. Moreover, the paid up capital of SJXTM over the 

period to the year 2005 does not appear to equate to that which was stated during that period. 

(d) The alleged misrepresentations relating to Homix Limited 

l 02. The statement of claim alleges that on January 12, 2010, Sino-Forest issued a press release 

in which it announced the acquisition by one of its wholly-ovmed subsidiaries of Homix 

Limited. The statement of claim alleges that Sino-Forest failed to disclose that Homix was a 

related party to Sino-Forest, contrary to Canadian generally accepted accounting principles. 

103. Our review of the AIC records indicates that one of Sino-Forest's vice presidents was also a 

m~or shareholder of a Homix subsidiary althe time of the acquisition by Sino-Forest. 
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Sino-Forest's references to Homix in its disclosure 

104. I have read through the disclosure documents of Sino-forest and reproduce below a number 

of statements made by Sino-Forest regarding its interest in Homix. 

105. In the Sino-Forest 2009 Annual Report, on page 20, it states: 

HOMIX acquisition 

In accordance with our strategy to focus on research and development and to 
improve the end-use of our wood fibre, we acquired HOMIX Ltd. in January 
2010 for $7.1 million. This corporate acquisition is small but strategically 
important adding valuable intellectual property rights and two engineered
wood processing facilities located in Guangclong and Jiangsu Provinces to our 
operations. Homix bas developed environment-friendly technology, an 
efficient process using recomposed technology to convert small-diameter 
plantation logs into building materials and furniture. Since we plan to grow 
high volumes of eucalypt and other FGHY species, this acquisition will help 
us achieve our long-term objectives of maximizing the use of our fibre, 
supplying a variety of downstream customers and enhancing economic rural 
development. 

l06.At page 31 of that Annual Report, the following statement was made: 

Acquired I-IOMIX Limited on January 4, 2010, the Company acquired all of 
the issued and outstanding shares of HOMIX Limited ("HOMIX"), a 
company engaged in research and development and manufacturing of 
engineered-wood products in the PRC, for an aggregate consideration of 
$7,100,000. The acquisition included HOMIX's facilities and its patents in the 
PRC. 

107. On p. 81 of that Annual Report, it states: 

SUBSEQUENT EVENT 

On January 4, 2010, the Company acquired all of the issued and outstanding 
shares of Homix Limited, which is engaged in research & development and in 
manufacturing engineered-wood products, for aggregate cash consideration of 
$7.1 million. 

108. On page 5 of Sino-Forest's 3rd quarter 2010 report to shareholders, it stated that: 
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Acquired Homix Limited 

On January 4, 20 l 0, the company acquired all of the issued and outstanding 
shares of Homix limited ("Homix"), a company engaged in research and 
development and manufacturing of engineered-wood products in the PRC, for 
an aggregate consideration of $7,100,000. The acquisition included homix's 
facilities and its patents in the PRC. 

1/ua Chen's role at Sino-Forest 

109. On page 85 of Sino-Forest's 2009 Annual Report, the Senior Vice President Administration 

and Finane~ for China for Sino Forest is identified as Hua Chen. It states that she joined 

Sino-Forest in 2002. 

110. I have conducted enquiries to identify the Chinese identity card number of Hua Chen, or as 

she would be known in China, "Chen Hua". In this context, I have been advised by Wong 

Kam Yee as a result of name searches that she was a legal representative of a number of 

companies associated with Sino-Forest in China, including: 

i. Sino-Forest (Suzhou) Trading Co., Ltd; 

11. Sino-Forest (Guangzhou) Co., Ltd; 

iii. Sino-Forest (China) Investment Co., Ltd; 

tv. Sino-Forest (Yangjiang) Co., Ltd; 

v. Sino-Forest (Hcyuan) Co., Ltd; 

vi. Sino Wood (Heyuan) Co., Ltd; and 

vii. Sino-Forest (Anlmi) Co., Ltd. 

111. From this research, I have determined that Hua Chen bas been issued with an identity card 

by the Chinese government authorities, # 320503196107311027. 

Background onllomix Limited and llua Chen's role in 1/omix 

112. Homix Limited is registered in the British Virgin Islands, and has two subsidiary companies 

incorporated in the PRC as follows: 

Guangzhou Dacheng Panyu Wood Company Ltd. 
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Jiangsu Dayang Wood Company Ltd 

ll3.The AIC records relating to Jiangsu Dayang Wood Co., Ltd. >TJj~j(f1El:;f:illr.;~fW~-i~6J 

("Jiangsu Dayang") included a print-out of corporate changes and information relating to the 

financial status of the company. Wong Kam Yee translated the records showing the historic 

and current shareholcling, legal representative and directorships in that company. Copies of 

the Chinese print-out with accompanying English translations are attached and marked as 

Exhibit "YY". 

114.The AIC records show that Jiangsu Dayang was established on August 19, 2003. It is a 

limited company with registered capital of RMB 80 million. Allen Chan Tak Yuen fi;J~1,~)Jff{ 

(i.e. Allen Chan) is the legal representative. Details of the current business registration and 

the legal representatives, directors and shareholders are as follows: 

Company Name 
Jiangsu Dayang Wood Co., Ltd. 
>I!75 :lc~B:;f:ill£ :ff~&0 'PJ 

Registration No. 321300000010898 
No. 322 Fum in Avenue, Economic Development Zone, 

Registered Address Suqian City 
ffitH?:YffJf£:IZ:~ ~:lcm 322% 

Legal Representative Chan Tak Yuen [1*1-~>m! 
Registered Capital RMB 80 million 
Date Established August 19,2003 
Period of Operation 

-
55 years- (2003-08-19 to 205 8-08-19) 

Company Type Limited Company (WOFE) 
Registering Authority Jiangsu Sugian AIC _ 

Wood processing and engineering technology consultancy 
Business Scope service; research, development, manufacture and sale of 

artificial boards. 
Status Active 

115.Homix Limited is currently the sole shareholder of Jiangsu Dayang. After Sino-Forest 

acquired Homix, the key executives of Jiangsu Dayang were as follo·ws: 

Name Position IDNo. 
c1 T k v . rw/.ffiiJM 1an a . uen )J\1,-0)JJ, Chairman ofthe board E459151 (1) 

Li Mingchen *EY3E2 General Manager 110108197204252319 
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Chen Hua ~{f;:f¥ Director 320503196107311027 

Zhao Weimao il!X{tri Director 110108195711182213 

Wu Y ongzheng ~7k-f:f1- Supervisor 452502197110098238 

116. The following represents corporate changes to Jiangsu Dayang from 2003 forvvarcl: 

Date Status Change Before Date After Date 
25-11-2003 Registered RMB 1 million RMB 6 million 

Capital 
12-12-2003 Name Suqian Dayang Wood Jiangsu Dayang Wood 

Co., Ltd. Co., Ltd. 

5-3-2004 Increase 111 RMB 6 million RMB 10 million 
: Registered 

Capital 
-· 

Increase 111 RMB 35.9 million RMB 10 million 
Paid-in Capital 
Shareholders Chen Hua ~{f;i~ Chen Hua ll1~i~ 

(RMB 1.8 million) (RMB 3 million) 
Huang Qingliu Huang Qingliu 
(RMB 3.6 million) (RMB 6 million) 
Xiong Xueping Xiong Xueping 
(RMB 0.6 million) (Rlv1B 1 million) 

21-07-2004 Directors Chen Hua (Chairman of Chen Hua (Chairman of 
the board of directors) the board of directors) 
Xiong Xueping Wang Huisheng 
(Director/General (Director/General 
Manager) Manager) 
Lin Xiaomei Wang Wei (Supervisor) 
(Supervisor) Huang Qingliu (Director) 
Huang Qingliu Chen Liyun (Supervisor) 
(Director) Li Qiong (Supervisor) 
Xiong Fangwen 
(Supervisor) 
Liao Changlu 
(Chairman ofthe board 
of supervisors) 

Shareholders Chen Hua Chen Hua 
(RMB 3 million) (RlvlB 3 million) 
Huang Qingliu Huang Qingliu 
(Rl'viB 6 million) (RMB 6 million) 
Xiong Xueping Wang Huisheng 
(RMB l million) RMB 0.5 million) 

Huang Zhigang 
(RMB 0.5 million) 

16-11-2004 Legal Chen Hua Guo Qingquan 
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Representative 
Directors Chen Hua Guo Qingquan 

(Chairman of the board (Chairman ofthe board of 
of directors) directors) 
Wang Huisbeng Wang Huisheng 
(Director/General (Director/General 
Manager) Manager) 
Wang Wei (Supervisor) Huang Zhigang 
Huang Qingliu (Director/Deputy General 
(Director) Manager) 
Chen Liyun Gao Meng (Director) 
(Supervisor) Luo Guilian (Director) 
Li Qiong (Supervisor) Wang Wei (Supervisor) 

Chen Liyun (Supervisor) 
Li Qiong (Supervisor) 

-
Shareholders Chen Hua Guo Qingquan 

(RMB 3 million) (RMB 3 million) 
Huang Qingliu Luo Guilian 
(RMB 6 million) (RMB 3 million) 
Wang Huisheng Gao Meng 
(RMB 0.5 million) (RMB 3 million) 
Huang Zhigang Wang Huisheng 
(RMB 0.5 million) (RMB 0.5 million) 

Huang Zhigang 
(RMB 0.5 million) 

12-04-2006 Address Economic Development No. 322 Fum in A venue, 
Zone, Suqian City Economic Development 

Zone, Suqian City 

28-01-2008 Shareholders Guo Qingquan Guo Qingquan 
(RMB 3 million) (RMB 3 million) 
Luo Guilian Chen Hua 
(RMB 3 million) (RMB 3 million) 
Gao Meng Gao Meng 
(RMB 3 million) (RMB 3 million) 
Wang Huisheng Wang Huisheng 
(RMB 0.5 million) (RMB 0.5 million) 
Huang Zhigang Huang Zhigang 
(R\\IIB 0.5 million) (RMB 0.5 million) 

29-06-2010 Registered RNIB 10 million RMB 80 million 
Capital 
Paid-in Capital ruvm 10 million RMB 80 million 

-
Legal Huang Zhigang Chan Tak Yuen 
Representative 
Directors Huang Zhigang Chan Tak Yuen 

(Chairman ofthe (Chairman ofthe board) 
board/General Manager) Chen Hua/Zhao Weimao 
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Liao Chunhe (Director) (Director) 
Cheng Lin Wu Yongzheng 
(Director) (Supervisor) 
Wang Huisheng Li Mingchcn 
(Supervisor) (General Manager) --

Shareholder HOMIX LIMITED HOMIX LIMITED 
(RlV1B 10 million) (Ri\1B ~0 million) 

117. Thus, the AIC records reflect that Chen I-Iua was a shareholder of Jiangsu Dayang from 

August 19, 2003 to November 16, 2004 when she divested herself of her shares. On January 

28, 2008, she again became a shareholder and there is no record that she has since disposed 

of her shares. 

118. The AIC records further reflect that Chen Hua was a legal representative of Jiangsu Dayang 

from August 19, 2003 to November 16, 2004, and chairperson ofthe board of directors of 

Jiangsu Dayang for the same period. 

Findings regarding disclosure of Jlomix as a related-party 

119. As set out above, our investigation reveals that Chen Hua was a shareholder and legal 

representative of a Homix subsidiary at the time a Sino-Forest subsidiary acquired Homix. 

However, I have not identified any disclosure in the published material of Sino-Forest that 

reflects the previous involvement of Chen Hua with Jiangsu Dayang. 

120. The Second Report states that the Independent Committee has evidence that Chen Hua did 

not hold a j)osition in Jiangsu Dayang after January 28, 2008. However, the documents I 

have reviewed, as indicated above, indicate that Chen Hua continued to be a shareholder of 

Jiangsu Dayang after this date. 

Records of llomix patents 

121. An Intellect Consultancy agent, Chiu Kong Sang, has advised me and I believe that he has 

searched for any patents in the name of Jiangsu Dayang. A copy of the search is attached 

and marked as Exhibit "ZZ". 
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122. The PRC State Intellectual Property Office database records revealed that Jiangsu Dayang 

Wood Co., Ltd 1IvJ::)\:[;EI#2l~fj[l[j!i~flj has two registered patents in the PRC as follows: 

----

Application Patent Applicant No. Inventor 
Date 
2008-08-22 Wood dyeing method and 200810142046.1 Che Binglei i~j'f;jffi'; 

equipment Huang Xianshun ~ 
**i ~~ EJ<J 1J¥t&~ i& ~ 11JJilffi 

2008-08-22 Wood dyeing equipment 200820146919.1 Che Binglei $.1f;iffi'; 
**~-~13EJ<Ji&~ Huang Xianshun jilt 

11J)ilffi 
-

123.As indicated earlier in this affidavit, Sino-Forest's 2009 Annual Report states that "Homix 

has developed environment-friendly technology, an efficient process using recomposed 

technology to convert small-diameter plantation logs into building materials and furniture". 

This description ofHomix's patents is different than the patents identified in the chart above, 

which are described as patents for wood dyeing. 

124. We have also reviewed the financial statements filed by Jiangsu Dayang for the 2009 period, 

immediately prior to the acquisition of Homix by Sino-Forest. Choy Suk Chung who is a 

Chinese accountant employed by Intellect Consultancy Ltd has examined the accounts and 

advised me ofthe following information: 

Item As at Dec. 31, 2009 
Current Assets R.Iv1B 17,353,803.26 
Total Assets RMB 45,711,989.57 
Current Liabilities RMB 47,995,288.18 
Total Liabilities RMB 47,995,288.18 
Share Capital RMB 10,000,000.00 
Shareholder's Equity RMB -2,283,298.61 
Liabilities and Shareholder's Equity RMB 45,711,989.57 
Revenue RMB 29,573,000.00 
Tax RMB 1,387,000.00 
Net Profit RMB -6,711,993.24 

125. This shows ·negative shareholders equity and a negative net profit for Jiangsu Dayang in the 

year immediately preceding the acquisition of Homix Limited. 
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126. We also review the AIC records for Guangzhou Panyu Dacheng Wood Co., Ltd. ("Panyu 

Dacheng"). These records consist of 261 pages in Chinese. I asked Wong Kam Yee to 

review those 261 pages and instructed her to identify those pages that disclose information 

in relation to the incorporation, legal representatives, shareholders, directors, material 

changes and/or financial status of Panyu Dacheng. Copies of those Chinese documents with 

English translations prepared by Madam Wong Kam Yee are attached and marked as 

Exhibits "AAA" to Exhibit "000". 

127.The AIC records show that Panyu Dacheng was established on July 21, 1998. It is a limited 

company with an issued registered capital of RMB I million. Chan Tak Yuen ("Allen 

Chan") is the legal representative. 

Company Name 
Guangzhou Panyu Dacheng Wood Co., Ltd. 
rj'i'lrJJ:ffi~*JJx*}[ft.fj~~0PJ 

Registration No. 440126400000999 

Registered Address 
Zhi Village, Dashi Street, Panyu District, Guangzhou 
rHirlJ1IH~ lz::l\ :o·11J1JH1 

-- ----·-·----- -·····-~-

Legal Representative Chan Tak Yuen l\h~1,~)m\ 
Registered Capital RMJ3 1 million 
Date Established 21-July-1998 ---
Period of Operation 20 years- (21-July-1998 to 21-July-20 18) 
Company Type Limited Company (WOFE) 

_B.~isterin_g Authority Guangzhou Panyu AIC 
Research, development and manufacture of artificial 

Business Scope 
boards; sale of products manufactured on itself; wood 
processing ancl engineering technology Consultancy 
service. 

Status Active 

Shareholder 

Name Subscription (RMB) Percentage . % 

HOMIX LIMITED 'ffi*t~Mi:l:f~~~i~ PJ RMB I million tOO% 
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Key Executives 

---
Name Position 
Chan Tak Yuen Mif,~)}}y( Chairman of the board 

Liao Chunhe f~~.fO Manager 

Name I-IOMIX LIMITED 'fgj,;:f~Jf:st:1~Jfl~1}i:fj 

Address 
P.O. Box 3321, Drake Chambers, Road Town, Tortola, 
British Virgin Islands 

Registration No. 1445474 

Changes 

Date Change Before Date After Date 
18-12-2000 Name Panyu City Dacheng Panyu Dacheng Wood 

Wood Co., Ltd. Co., Ltd. 
it~ rt-J:*:mG*}[j(foJll~ it~ *mG* ~lk *Ifl~i_'\-
0EtJ OJ 

Address Zhi Village, Dashi Zhi Village, Dashi 
Township, Panyu City Township, Panyu 
it~ rt-J:*: 1-:ilMil H District, Guangzhou 

r1'l'lrnit~ ~:*:Et:Jii 
t!H 

06-04-2006 Shareholders Huang Yanshun JMWr Huang Y anshun ~i>rll[!fl 
/1[!!1 (RMB 0.1 million) (RMB 0.1 million) 

Cai Yingxin *~illlffJT Luo Guilian !7ffl::li 
(RMB 0.9 million) (RMB 0.9 million) 

25-06-2008 Address Zhi Village, Dashi Zhi Village, Dashi 
Township, Panyu Street, Panyu District, 
District, Guangzhou Guangzhou 
J~1Hrt-J'i~~:*:E1Jii J)'f'fiTf'ffii~ ~:*:Effj 
t!i.H t!if~· 

Business Term No Limit 1998-07-21 to 2018-07-
21 

11-11-2008 Shareholders Huang Yanshun ~IlWr Homix Limited 
/1[!!1 (RMB 0.1 million) ·ffil:*:t~~~*I~tH} OJ 
Luo Guilian ~ffl:;li (RMB 1 million) 

(RMB 0.9 million) 
Legal Huang Yanshun ~1>I Huang Zhigang ~;&~~JU 
Representative )1[!!1 

Directors Huang Yanshun J;'ilfi>r Huang Zhigang J!!t!ilt[XJIJ 
/l[f!(Executive (Chairman ofthe 
Director/Manager) board/Manager) 

Gao Xueling rB'J~~ Cheng Lin Jt~*f/Liao 
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.---_· ··--·-~- cst·l-pervisor) chunhe J~%=t:5fo 
(Dit·ector) 
Wana Huishena ~~f--~&: b b ·•D"'~-._ 

(Supervisor) 
!-------1--- -:----c-------- -'--,--L---L---·---· 

Company Type Limited Limited (WOFE) 
r----------r-~~~~~~~~~-------r---~-~~------

Business Research, development, Research, development 
Scope processing and sale of and manufacture of 

Registration 
No. 

artificial boards, wood artificial boards; sale of 
and wooden products; products manufactured 
engineering technology on itself; wood 
Consultancy service. processing and 

4401262000027 

engineering technology 
consultancy service. 
A.).'rh rffiJ -:w r:5 e•-;::"-1£./J, """Yf;.,.,e,, -I-% 
304265-'% 

l-------j---····-·-----+-----------1-------.;c__------l 
30-07-2009 

24-05-2010 

29-09-2010 

Directors 

Registration 
No. 

Legal 
Representative 
Dit·ectors 

Manager 

Huang Zhigang ~~RJIJ 
(Chairman ofthe 
board/Manager) 
Cheng Lin fJxf;f:/Liao 
Chunhe WWfO 
(Director) 
Wang Huisheng >.:£~ 
± (Supervisor) 

Huang Zhigang Plt~IXJ~ 

Huang Zhigang ~;t~[xj~ 
(Chairman of the 
board/Manager) 
Chen Binghua [lf.kj:iJij:f.l?. 
/Liao Chunhe J~:§:;fO 
(Director) 
Qian Kaipeng !f!Hf!VJ% 
(Supervisor) 
Huang Zhigang ~~~IXJU 

Huang Zhigang miG::IX)U 
(Chairman ofthe 
board/Manager) 
Chen Binghua M;M:f.J?. 
/Liao Chunhe ~Jg'MO 
(Director) 
Qian Kaipeng Uff!lll~ 
(Supervisor) 
440126400000999 

Chan Tak Yuen Bmt~dJ;i 

Chan Tak Yuen M;i,~)!Jf, 
(Chairman ofthe board) 
Chen Hua flmif?./Zhao 
Weimao i!li·(1J):t 
(Director) 
Wu Yongzheng ~7k'1't 
(Supervisor) 

Liao Chunhe J~~fO 

128. We have also reviewed Panyu Dacheng financial statements for the 2009 period, 

immediately prior to the acquisition of Homix by Sino-Forest. Choy Suk Chung has 

examined the accounts and advised me of the following information: 

I Item As at Dec. 31,2009 
I Current Assets RMB 14,875,830.19 
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Non Current Assets RMB 10,318,615.01 
Total Assets RMB 25,194,445.20 
Current Liabilities RMB 10,979,346.19 
Non Current Liabilities RMB 13,323,155.88 
Total Liabilities RMB 24,302,502.07 
Share Capitals Rt\tlB 1,000,000.00 
Shareholder's Equities RNIB 891,943.13 
Liabilities and Shareholder's Equities RMB 25,194,445.20 
Revenue RMB 20,612,728.43 
Net Profit RMB 197,755.43 

129.1 am advised by Chiu Kong Sang oflntellect Consultancy, and I believe, that he conducted a 

search of t~e PRC State Intellectual Property Office database records. These reflect that 

Guangzhou Panyu Dacheng Wood Co., Ltd t· j•l·l T)J ilH~ :k JJ.lt;* ~l~ if [It( 0 ~ has not 

registered any patent designs in the PRC. 

(e) The Possession of Maps in Mainland China by foreigners or foreign commercial 

organisations 

130. The Final Report of the Independent Committee of the Board of Directors of Sino- Forest 

Corporation, elated January 31, 2012 states: 

The Second Interim Report discussed the absence of maps in documentation 
for BVI timber purchase transactions. In response to these concerns, 
Manitgement provided information regarding various issues regarding the clue 
diligence conducted prior to entering into a BVI timber purchase contract, 
including maps which in the case of timber purchases were provided through 
forestry bureaus. 

Management also provided copies of news articles regarding foreigners being 
subject to criminal sanctions in China for possessing maps and other 
geographical information that were deemed to be classified as state secrets. 
The IC has reviewed these responses from Management and was unable to 
verify all of Management's assertions regarding forestry maps or that forestry 
mapping information would be regarded as subject to such sanctions but 
recognizes that this is an area of the lavv in China where a conservative 
approach may be prudent. 

In mid December 2011, Management provided a document entitled "Detailed 
Description of Locating Forestry Resources in China" which explains how the 
locations of BVI standing timber assets are determined. This document has 
been provided to the Board. It indicates that although certain types of stand 
maps and these land descriptions are available as part of PRCs, maps are not 
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readily available for continuing possession by persons trading in standing 
timber without a lease as is the case of the transactions by SF's BVI model. 

Management indicates that such maps usually can be borrowed from forestry 
bureaus (but not retained) and are used by the survey companies as part of the 
Company's due diligence. Management believes the ability of a foreign 
company to retain such maps is unclear and has adopted a cautious approach 
to this issue. The advice received by the IC from independent forestry experts 
is that this practice is not inconsistent with the practice of other parties in 
China who buy and sell standing timber without leasing the underlying land. 

131. From my own personal knowledge of working in China as the bead of the anti-smuggling 

task force prior to 1997, and whilst the Assistant Commissioner of Police handling I-Iong 

Kong and Mainland China border issues, and more recently in my position as Executive 

Director of Security and Legal Services with the Hong Kong Jockey Club, I have experience 

of and exposure to the Mainland Chinese position on the public possession of and use of 

area maps of China. 

132. From my expenence, the official position of the Mainland Chinese Government and 

application within the Provinces has changed considerably from since 2000. Following the 

directive of Deng Xiao Peng regarding the opening up of China to foreign trade, there are 

now far fewer restrictions on the possession and use of maps. On my first visit to China in 

the early 1990's it was difficult to obtain any accurate provincial level maps. However, 

since that time, China has advanced to the stage where it now produces its own maps for 

Mainland China manufactured Global Positioning Systems ("GPS"), which are freely 

available for purchase by the general public. Furthermore, most new high end vehicles 

produced and sold in China are now equipped with a built-in GPS, utilising accurate maps 

and latitude and longitude location identification. 

133. In addition, visitors to China are \Videly encouraged to use city maps on hand held GPS. 

Furthermore, China is covered by 'Google' (internet search engine) satellite photographs 

and map overlays to which access is not restricted in Mainland China.· 

134. As the executive director of security and corporate legal services at the Hong Kong Jockey 

Club, I \Vas involved in the land site selection and acquisition for a new thoroughbred horse 
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training facility in a rural area of Guangdong Province. This is the southernmost province of 

China bordering Hong Kong. Detailed Janel maps including property ownership boundaries 

and satellite imaging were freely available at the various sites vvhich were examined. 

135. The only exception is that possession of a detailed map of a military installation could carry 

the risk of arrest and enquiry by the Public Security Bureau. However, I believe that this 

would also be a matter for investigation in countries other than the PRC. 

136.Based on my experience, given that Sino-Forest and its subsidiaries are in an industry in 

which maps would be an integral part of their business, their business is legally recognised 

in China, and forestry title boundaries would have to be designated by means of maps, I find 

it implausible that Sino-Forest is unable to secure maps ofthe areas for which they claim to 

have legal title. 

(f) Sonic Jita 

137.At Pages 67 to 70 of the Second Report, under "RELATIONSHIPS", the allegations of 

Muddy Waters in relation to Yuda Wood and Sonic Jita are discussed extensively. 

138. In its investigation, the Independent Committee set out the following information: 

(d) Statutory Declarations 

The issues of SF's relationship with Yuda Wood were still being examined by 
the IC Advisors in the middle of August, 2011, at a time when the Company's 
quarterly report for the period ending June 30, 2011 ("Q2s") were being 
prepared. 

To address certain issues relating to Yucla Wood pending completion of the 
IC's review, statutory declarations were obtained by the IC and the Audit 
Committee from the following members of Management at the IC's request: 

• Allen Chan; 

• Albert Ip; and 

• Chen Jun. 
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The declarations were prepared with assistance from the Company's counsel 
and 

were sworn on August 15, 2011. 

In his statutory declaration, Allen Chan declared that: 

(i) he did not hold a direct or indirect or beneficial shareholding interest in 
Yuda Wood, DeUing Sonic Jita or Hong Kong Sonic Jita or their affiliates, 
and was not involved in their operations and that he did not have other 
personal arrangements with or entitlements from these entities; and (ii) to his 
knowledge, no officer, director or employee of SF held a direct or indirect or 
beneficial shareholding interest in Yuda Wood, Beijing Sonic Jita or Hong 
Kong Sonic Jita or their affiliates or was involved in their operations, and that 
to his knowledge, no other officer, director or employee of SF had any other 
personal arrangements with or entitlements from these entities. 

In his statutory declaration, Albert Ip: 

(i) denied having ever been an executive of Hong Kong Sonic Jita, held 
himself out to be a representative of Hong Kong Sonic Jita or entered into a 
contract in 2005 with Hong Jiang City, Hunan Province, on behalf of Hong 
Kong Sonic Jita; and · 

(ii) further declared that Zhan Xiaokun and Chen Jun did not become 
employees of SF until after resigning as directors from, and selling their 
share,s in, Hong Kong Sonic Jita. 

However, searches at Hong Kong's Companies Registry in August 2011 
indicated that Chen Jun remained a director and shareholder of Hong Kong 
Sonic Jita since joining SF in July 2010. In response to this finding, SF 
counsel arranged for Chen Jun to make a statutory declaration in which he 
declared that he had been only a nominee shareholder in Hong Kong Sonic 
Jita, and had submitted a letter to the other shareholder and director of J-Iong 
Kong Sonic Jita, Huang Ran, on June 26, 2010, tendering his resignation as 
director and asking to transfer his shares to l-Iuang Ran. Huang Ran appears, 
from the documents exhibited to Chen Jun's statutory declaration, to have 
only filed documents implementing such requests with Hong Kong's 
Companies Registry and Stamp Duty office one year later, on June 10, 2011. 
Those documents were dated July 30, 2010, and included minutes of a 
shareholders' meeting allegedly held in I-Iong Kong on July 30, 2010, and 
attended by Chen Jun, at which his resignation as director and sale of his 
shares was approved. Chen Jun stated in his declaration that he did not attend 
any such meeting. 

139. Searches have been conducted by Chiu Kong Sang of Intellect Consultancy Ltd for 

documents filed with the High Court Registry in Hong Kong and by Tse Siu Cheung, an 
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employee of Intellect Consultancy Ltd in relation to any litigation in which Sino-Forest or 

subsidiaries of Sino-Forest has been involved. Our searches indicate that litigation was 

commenced in Hong Kong in which Hua Dao Shipping (Far East) Ltd and BM Shipping 

Group SRL sued Sino-vVoocl Partners in High Court Action 5439 of 1998. Sonic Jita 

Engineering Company Limited was identified in the statement of claim as an associated 

company of Sino-Wood Partners Ltd. A copy of the writ has been obtained from the Court 

Registry, and is attached and marked as Exhibit "PPlw. 

140. Searches have been conducted by myself on-line through ICRISwhich is the official web 

site of the Registrar of Companies in Hong Kong. All of the statutory information filed by 

Sonic Jita Engineering Company Ltd has been downloaded for the period 2006 to the most 

recent return on 2211(1 August 2011. Copies of the documents are attached and marked 

Exhibit "QQQ". I have prepared a schedule ofthe information which has been filed with the 

Registrar of Companies as follows: 

Company No. 435844 

Company Name Sonic Jita Engineering Ltd. 

(On the date of incorporation, the company name was Combine (Far 
East) Ltd. 7:k·6t~JF[):fi'rfi&0P"J, the company changed to Sino-Fiber 
Partners Ltd. ~3t~f~~fE~fl~i~"Pj on November 30, 1993, Vicondia 
Ltd. on September 7, 1995 and changed to the current name on 
August 1, 1997.) 

Date of Incorporation 15-July-1993 

Corporate Secretary Panoccan Secretarial Services Ltd. (CR No. 227964) 

~{*;fJ-:,"IfJI\H%~~&0 P"J 

Room 1708, Kai Tak Commercial Building, 317-319 Des Voeux 
Road Central, Hong Kong 

Room 1708, Kai Tak Commercial Building, 317-319 Des Voeux 
Road Central, Hong Kong 

The total nominal value is HKD I 0,000. The authorized share capital 
is 10,000 shares which were issued, each with a nominal value of 
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I HKDl.OO. 

141. According to the information we obtained from ICRfS, Chen Jun was appointed a director 

of Sonic Jita on February 2, 2007. The other director was Huang Run and the return was 

filed with the Registrar of Companies on February 2, 2007, the same date of the 

appointment. On that same elate, Zhan Xiao Kun who was an existing shareholder 

transferred his 5,000 shares to Chen Jun, as evidenced by an annual return of directors and 

shareholders which was filed on July 25, 2007 with the Registrar of Companies. 

142. Both Huang Run and Chen Jun are reflected as the two directors and shareholders of Sonic 

Jita until such time as a "Notification of Change of Secretary and Director 

(Appointment/Cessation)" was filed on June 10, 2011. This is after the date of the Muddy 

Waters Report in which specific allegations were made about the related party nature of 

Sonic Jita. The return purported to show that Chen Jun had in fact resigned as a director of 

Sonic Jita nearly one year earlier on July 30, 20 I 0. 

143.An annual return filed on August 22, 2011 purported to show that Chen Jun had transferred 

his 5,000 shares of Sonic Jita to Huang Run on July 30, 2010, more than one year after the 

return had been filed. There should be in existence bought and sold notes and instruments 

of transfer stamped to indicate that stamp duty was made within 2 clays of the actual 

transaction which purported to be on July 30th 2010. The Inland Revenue Department of the 

Hong Kong Government has set out the rules governing the sale or transfer of stock in Hong 

Kong. I have attached a copy of such marked as Exhibit "RRR". 

~' 
SWORN OR:-:tH'FfltlVrED before ) 
me at the Special Administrative 
Region of Hong Kong, in the 
People's Republic of China, this 291

h 

day of February, 2012. 

) 
) 
) 
) 
) 
) 
) 

~~~-----------------) 
·i)ublic 

OOUN BmtNAliD COHEN 
Notmy POOtic, Hq Kong SAR 

2.303-7 Dominl«l Centre 
43-59 Quem's Road Esst 

Wandlai, Hong Kong 

Stephan Gowan Chandler 
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Trustees ofthe Labourers' Pension Fund of Central and Eastern Canada, 
et al. 

Plaintiffs 

and 
Sino-Forest Corporation, et 
al. 

Defendants 

Court File No.: CV-11-431153-00CP 

ONTARIO 
SUPERIOR COu'RT OF JUSTICE 

Proceeding commenced at Toronto 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF STEPHEN GOWAN C:HA.NDLER 
(Sworn February 29, 2012) 

Siskinds LLP 
Barristers & Solicitors 
680 Waterloo Street 
P.O. Box 2520 
London, ON N6A 3V8 

A. Dimitri Lascaris (LSUC#: 50074A) 
Tel: 519.660.7844 
Fax: 519.660.7845 
Michael G. Robb (LSUC#: 45787G) 
Tel: 519.660.7872 
Fa.x: 519.660.7873 
Daniel E.H. Bach (LSUC #: 520S7E) 
Tel: 416.362.8334 
Fax: 416.362.2610 

Koskie Minsky LLP 
20 Queen Street West, Suite 900, Box 52 
Toronto, ON M5H 3R3 

Kirk M. Baert (LSUC#: 309420) 
Tel: 416.595.2117 
Fax: 416.204.2889 
Jonathan Ptak (LSUC#: 457731') 
Tel: 416-595.2149 
Fax: 416.204.2903 
Lawyers for the Plaintiffs 
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This is Exhibit "A" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swon1 before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centro 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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E. R. 19. 90 ..... N4~.A ·.II;! I 
~ :•/• -J 

.. 
IN THE SUPREME COURT OF HONG (KONG t~ 

Between 

HIGH COURT 

CHINA FOREIGN TRADE LEASING CORPORATION 

SUMLEASE INVESTMENT LIMITED 
and 

NEW ROSS IW/ESTMENTS LIMITED 

CHAN TAK YUEN 

UJ ... 
;[ •"' 
Hi 
W.l 

li: 
!l. 
:t \"' 
(I} 1st 

2nd 

~;; 

-·· j~! f:. 
t'-• ~.... 
~~ C; ::; 
~F."<::·. 
!JJ 0'· C: 
~"' ~· .. : . 
-'-W 

Pitjitl·tlff 

Plaintiff 

1st Defendant 

2nd Defendant 

To the !tM~K lst Defendant NEW ROSS INVESTMENTS LIMITED whose registered 

~x office is situate at 1501, Hutchison House, Central, Hong Kong 

AND TO THE 2nd Defendant CHAN TAK YUEN of (i) Room 227-9, Park Lane Square, 
132-134 Nathan Road, Kowloon, Hong Kong; (ii) Flat c, 8th Floor, Kwong E'ai 
Court, No.1 Fessenden Road, Kowloon, Hong Kong and (iii) Flat No.3, 4th 
Floor, Block A, Chur1 !<Jan Court, No.66 Chung Hau Street, Kowloon, Hong Kong. 

THIS WRIT Of SUMMONS has been issued against you by the above-named Plaintiff in 

respect of the claim set out on the back. 

Within (14) days after the service of this Writ on you, counting the day of service, you must 

either satisfy the claim or return to the Registry of the Supreme Court the accompanying 

ACKNOWLEDGMENT OF SERVICE stating therein whether you intend to contest these 

proceedings. 

If you fail to satisfy the claim or to return the Acknowledgment within the time stated, or if 

you return the Acknowledgment without stating therein an intention to contest the proceedings. 

the Plaintiff may proceed with the action and judgment may be entered against you forthwith 

without further notice. 

Issued from the Registry of the Supreme Court this 

Note:- This Writ may not be served later than 12 

unless renewed by order of the Court. 
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STATEMENT OF CLAIM 

At all material times, the 1st Plaintiff was, and still 

is, a company incorporated under the laws of the People's 

Republic of China, carried and carries on business at No. 20, Sha 

Tan Hou Jie, Beijing, People's Republic of China. 

2. 

is :-

At all material times, the'2nd Plaintiff was, and still 

(i) A company incorporated under the Hong Kong Companies 

Ordinance with limited liability having a share capital 

carried and carries on business at Units 703-4, 7th 

Floor, Hilder Ce~tre, 2 Sung Ping Street, Hunghom, 

Kowloon. 

(ii) The agent of the 1st Plaintiff in Hong Kong. 

3. At all material times, the 1st Defendant was a company 

incorporated under the Hong Kong Companies Ordinance with limited 

liability having a share capital carried on business at Room 

1501, Hutchison House, Hong Kong. 

4. At all material times, the 2nd Defendant was one of the 

directors and the majority shareholder of the 1st Defendant. 

5. By an agreement made in Beijing, China and made on 28th 

November 1988 and made between the 1st Plaintiff and the 1st 

Defendant and, in consideration of the money to be advanced by 

the 1st Plaintiff, the 1st Defendant agreed to repay all sums so 

1 
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with interest upon terms (hereinafter called "the 1st 

agreement"). 

6. The following are, inter alia, express conditions of 

the 1st agreement :-

(i) That the 1st Plaintiff shall'advance the sum of 

US$647,474.75 to the 1st Defendant; 

(ii) That the said sum shall be utilised by the 1st 

Defendant solely for the purpose of the purchase of the 

issued share of one Tai Yuen Shipyard Limited and in no 

circumstances shall the same be used for any other 

purpose; 

(iii) That the principal sum so advanced would carry an 

interest calculated at LIBOR + 3/8%; 

(iv) That the principal and interest should be repaid at the 

expiry of a eight months' period as from the date of 

such advance; 

(v) That the 1st Plaintiff and its authorised agent shall 

be entitled to scrutinized the use of and to trace the 

whereabouts of the sum so advanced, in particular, the 

execution of the 1st Defendant's development plan, 

business management, financial position, condition of 

stocks and the like and that the 1st Defendant shall 

provide the same to the 1st Plaintiff; 

(vi) That, during the currency of the 1st agreement, the 1st 

Defendant shall provide all information (e.g. 

development plans, developed items, financial reports, 

profit and loss accounts prepared by qualified 
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7. 

accountants and reports on business management, etc.) 

to and upon request by the 1st Plaintiff; 

(vii) That the 1st Plaintiff shall be entitled to repayment 

forthwith, upon demand, of the principal and interest 

due without giving any reasons. 

On or about 28th November 1990, a sum of US$647,474.75 

was advanced by the 1st Plaintiff to the 1st Defendant receipt of 

which was duly acknowledged. 

8. In the premises aforesaid, subject to the express 

condition referred to in paragraph 6(vii) above, the said sum of 

US$647,474.75 was repayable by the 1st Defendant together with 

interest on or before 28th July 1989. 

9. The 1st Defendant was unable to repay the principal and 

interest on or before 28th July 1989. 

10. Between 28th November 1988 and 28th July 1989 on diver 

occasions, the 1st Defendant through the 2nd Defendant informed 

the 1st Plaintiff that the money so advanced by the 1st Plaintiff 

under the 1st agreement had not been utilized for the purpose of 

the purchase of the issued shares of Tai Yuen Shipyard Limited 

and it requested the 1st Plaintiff :-

(i) To grant an extension of time of repayment of the 

principal and interest due and payable under the 1st 

agreement; and 

(ii) To modify the restriction for utilization of the money 

3 
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so advanced under the 1st agreement. 

By a second agreement (hereinafter called "the 2nd 

agreement") made in Beijing, China and made on 28th July 1989 and 

a supplemental agreement (hereinafter called 11the Supplemental 

Agreement") made on 19th September 1989 between the 1st Plaintiff 

and the 1st Defendant and, in consideration of, inter alia :-

(i) The 1st Plaintiff agreeing to extend the time for 

repayment of the principal and interest so advanced 

under the lst agreement; and 

(ii) The 1st Plaintiff and the 1st Defendant agreeing to 

discharge their respective rights and liabilities under 

the 1st agreement, 

the 1st Plaintiff agreed to advance money to the 1st Defendant 

and the 1st Defendant agreed to repay the principal and interest 

thereon upon terms. 

12. The following are, inter alia, express conditions of 

the 2nd agreement and the Supplemental Agreement :-

(i) That the 1st Plaintiff shall advance the sum of 

US$683,551.00 to the 1st Defendant; 

(ii) That the said sum shall be drawn down applied or be 

deemed to be drawn down and applied on 30th July 1989 

by the lst Defendant to repay the principal and 

interest so advanced under the 1st agreement, 

calculated up to 30th July 1989 as the sum of 

US$683,551.00; 

(iii) That the principal sum so advanced under the 2nd 
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~greement would carry an interest at the rate of 9.875% 

per annum: 

( iv) That the principal and int·erest shall be repaid at the 

expiry of a six months' period as from the date of such 

advance; 

(v) .That the 1st Plaintiff and its authorised agent shall 

be entitled to scrutinised the use of and to trace 

the whereabouts of the sum so advanced, in particular, 

the execution of the 1st Defendant's development plan, 

business management, financial position, condition of 

stocks and the like and that the 1st Defendant shall 

provide the same to the 1st Plaintiff; 

(vi) That, during the.currency of the 2nd agreement, the 1st 

Defendant shall provide all information (e.g. 

development plans, developed items, financial reports, 

profit and loss accounts by accountants and reports on 

business management etc.) to and upon request by the 

1st Plaintiff: 

(vii) That the 1st Plaintiff shall be entitled to payment 

forthwith, upon demand, of principal and interest due 

without giving any reasons. 

13. Further, it was orally agreed between the 1st Plaintiff 

and the 1st Defendant at the time when they entered into the 

Supplemental Agreement that the sum previously lent to the 1st 

Defendant under the 1st agreement shall be or shall have been 

used or continued to be used solely for the purpose of the 

development for the export of certain itemised goods and in no 
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tances shall the same be used for any other purposes. 

14. Pursuant to the 2nd 'agreement and the Supplemental 

Agreement, the 1st Defendant drew down or was deemed to have 

drawn down on 30th July 1989 the sum of US$683 1 551.00 as being 

advanced by the 1st Plaintiff to the 1st Defendant, which sum was 

pursuant to the Supplemental Agreement applied by the 1st 

Defendant to pay off its liabilities under the 1st agreement. 

15. In the premises aforesaid, subject to the express 

condition referred to in paragraph 12 (vii) above, the principal 

sum of US$683,551.00 with interest at the rate of 9.875% per 

annum thereon should be repaid by the 1st Defendant to the 1st 

Plaintiff on 30th January 1990. 

16. By a written guarantee of 19th September 1989 and 

signed by the 2nd Defendant and, in consideration of the lst 

Plaintiff, inter alia, refraining from exercising its rights 

under the express condition referred to in paragraph 12 (vii) 

above and executing the supplemental Agreement in favour of the 

1st Plaintiff, the 2nd Defendant agreed to pay and satisfy, on 

demand, all sums remained due and payable by the 1st Defendant to 

the 1st Plaintiff under or on account of the 2nd agreement 

(hereinafter called "the said guarantee"). 

17. The said guarantee provided expressly that the same 

shall be subject to and enforceable under Hong Kong laws and all 

disputes arising thereunder shall be adjudicated by the Hong Kong 

6 

100 



1a. Acting upon the said guarantee, the 1st Plaintiff 

refrained from, inter alia, exercising its rights under the 

express condition referred to in paragraph 12 (vii) above and 

entered into the Supplemental Agreement. 

19. The 1st Defendant has, despite repeated demands and 

requests, failed or refused to pay the 1st Plaintiff the 

principal sum so advanced and interest aforesaid under or on 

account of the 2nd agreement, or any part thereof upon the expiry 

of the six months' period. 

20. The principal and interest outstanding and calculated 

in accordance with the 2nd agreement as at 28th November 1990 

amounted to US$799,979.92, full particulars thereof exceeds 3 

folios and are set out in the Schedule hereof. 

21. Further, pursuant to the express conditions referred to 

in paragraphs 12 (v) and 12 (vi) above, between 28th July 1989 

and 13th July 1990, the 1st Plaintiff demanded and requested the 

1st Defendant to provide all information relating to the 

utilization of the money so advanced by the 1st Plaintiff to the 

1st Defendant, in particular, the development plans, developed 

items, financial reports, profit and loss accounts prepared by 

accountants and reports on business management relating to the 

development of export goods. 

7 
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22. In breach of its duty, the 1st Defendant has, save and 

except for a handwritten development plan supplied to the 1st 

Plaintiff on or about 13th July 1990, failed or refused to 

provide the information referred to in paragraph 21 above. In 

particular, the 1st Defendant has failed or refused to provide :-

(i) Information and documents relating to the development 

projects of the 1st Defendant financed by the use of 

the funds deem to be available to the 1st Defendant 

under the provisions at paragraph 13 above; 

(ii) The financial reports on such development projects; 

(iii) The profit and loss accounts prepared by a qualified 

accountant relating to such development projects; 

(iv) Information and documents relating to the utilization, 

remittance, deposit and transfer showing the 

whereabouts andjor application of the money so advanced 

by the 1st Plaintiff. 

23. Under the 2nd agreement and the Supplemental Agreement, 

in particular, the express condition referred to in paragraphs 12 

(v) and 12 (vi) above, the 1st Defendant is an accounting party 

to the information referred to in paragraphs 21 and 22 above and 

it is obliged to giv~ an account of the matters referred to in 

paragraphs 21 and 22 above. 

24. Further, between 30th January 1990 and up to the date 

of the Writ of Summons hereof, the 1st Plaintiff demanded the 2nd 

Defendant to honour his liability under the said guarantee by 

paying and discharging the sum of the principal and interest 
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or on account of the 2nd agreement. 

25. Despite repeated demands, the 2nd Defendant has failed 

or refused to pay the 1st Plaintiff the sum referred to in 

paragraph 24 above save for a sum of HK$15,000.00. 

26. In purported discharge of part of his liability 

aforesaid, the 2nd Defendant issued the following cheques drawn 

upon the Hongkong and Shanghai Banking corporation in favour of 

the 2nd Plaintiff, as the agent of the 1st Plaintiff :-

) 

CHEQUE NO. 

760252 

760253 

DUE DATE 

5th June 1990 

5th December 1990 

AMOUNT 

HK$300,000.00 

HK$700,000.00 

27. The said cheques were, and each of them was dishonoured 

upon presentation on their respective due dates. 

28. Despite notice of dishonour having been given to him, 

the 2nd Defendant has failed or refused to redeem the said 

cheques or any of them. 

AND THE 1ST AND 2ND PLAINTIFFS CLAIM :-

(A) By the 1st Plaintiff against the 1st Defendant 

(1) Under Paragraphs 19 and 20 above; 

The sum of US$799,979.92; 

(2) Under Paragraph 22 above; 

An Order that the 1st Defendant doth by its 
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director, namely the 2nd Defendant, give an 

account under oath/affirmation setting out full 

particulars as to the utilization of the money so 

advanced by the 1st Plaintiff to the 1st Defendant 

under the 1st. and/or 2nd agreements, including but 

not limiting to :-

(a) All information and documents relating to the 

development projects referred to in paragraph 

22 (i) above; 

(b) All financial reports on such development 

projects; 

(c) All pr9fit and loss accounts to be prepared 

by a qualified accountant relating to all 

such development projects; 

(d) All information and documents relating to the 

utilization, remittance, deposit, transfer 

showing the whereabouts or application of the 

money so advanced by the 1st Plaintiff. 

{3) Interest; 

(4) Further or other relief as is just; 

(5) costs. 

(B) By the 1st Plaintiff against the 2nd Defendant; 

(1) Under Paragraphs 20, 24 and 25 above; 

The sum of US$799,979.92; 

(2) Interest; 

(3) Costs. 

10 
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By the 2nd Plaintiff against the 2nd Defendant; 

(1) Under Paragraphs 26, 27 and 28 above, 

{a) the sum of HK$300,000.00; 

{b) the sum of HK$700,000.00; 

(2) Interest; 

(3) costs. 

Dated the 1 Jt:t. day of December 1990. 

K.M. Chong 

Counsel for the 1st and 2nd Plaintiffs 

F~: 
Solicitors for the 1st and 2nd Plaintiffs 
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Calculation of Principal and Interest under 

China trade hire loan No.o·o4 

Unit in US $ 

Loan Period : 1/2 year (89.7.28 90.1.28) 

Principal 683,551.00 

Handling Charges 10,250.00 

Int~rest 693,801.00 x 9.~75% x 184 · 360 

Interest on Delayed 

Payment (90.1.28 11.28) 

728,818.68 X 11.875% X 304 • 360 

Payment received 15,000 US Dollars 

Amount Due 

')~ f\1'7 co 
VVJV..l. f tUV 

728,818.68 

73,084.32 
============== 
801,903.00 

1,923.00 

799,979.92 

========:::===== 
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(Where the Plaintiff's claim 

within the time for returning the 

the amount claimed and$ 1 1 105.00 

is for a debt or liquidated demand only: If, 

Acknowledgment of Service, the Defendant pays 

for costs and, if the Plaintiff(s) obtain(s) an 

order for substituted service, the additional sum of$ 500.00 , further proceedings 

will be stayed. The money must be paid to the Plaintiff or his solicitor.) 

THIS WRIT was issued by Messrs. Fok & Johnson of Rooms 2106-8, Harcourt House. 

No. 39 Gloucester Road, Hong Kong, Solicitors for the Plaintiffs whose address is Units 703-4, 

7th Floor, Hilder Centre, 2 sung Ping Street, Hunghom, Kowloon, Kong. 
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/ 
19 ... ;;;.9 ..... No .. i;\.5.c..(/. " 

!N THE SUPREME COURT OF HO:-iG KONG 

HIGH COURT 

Issued the/~day of Dec: 1 !9 90 

******************************** 

WRIT OF SUMMONS 
(0.6r. I) 

******************************** 

CHINA FOREIGN TRADE 1st Plaintiff 
LEASING CORPORATION 
SUMLEASE INVESTMENT 2nd Plaintiff 
LIMITED and 

NEW ROSS INVESTMENTS lst Dej'endant 

LIMITED 

CHAN TAK YUEN 2nd Defendant 

FOK & JOHNSON 
Solicitors, 
Rooms 2106-8, Harcourt House, 
39 Gloucester Road, Wanchai, 
Hong Kong. 

Ref. No. AT/C6/90/l3217 
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This is Exhibit "B" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swon1 before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 291

h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR. 

2303-7 Dominion Cen1N 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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225990 No., ................ ., ..... ; 
~~ 

CERTIFICATE OF INCORPORATION 
~SJ Rml-~ff 

I hereby certify that 
*},J.}:J~IIJJ 

NE\.J ROSS INVESTMENTS LIMITED 

is this day incorporated in Hong Kong under the CompaJ)ies Ordinance, and 
• H~ * n It: lt it!' fl< bit i~ i'il {1~ 1~1 ;u; JDr rJit 1.~ 

that this company is limited. 
1i l~l 1~ fi] 0 

Given under my hand this Firat day of 
;'¢ !Iii· /i} h. i\. • '- II'· -IU )J 

September 
n " 

One Thousand Nine Hundred and Eighty- eight • 

A.G. 314 

.............. Ji~ ............... . 
p. Registrar General 

(Registrar of Companies) 
Hong Kong 

-.!rHU± JJIH~ !f.f ~·Ii ~ ~ 111 tt Jll}'i'J 
<ttJiltcir:r::: .r:: 1tf\::rTl 
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I' 

FoR.\1 X(i) 

CO:VIPAi\JES ORDINANCE 
CCht~ptcr .'21 

FILE 0 
\ 

Rt•lw'lll!(fir.l/ din•ctm:r a11d .vet·rt'/111')' • 7 UEC 1988 \ 7 ~ . 
Pursuant to section 15~(-l) 

To the Rcgistntr oi'Companicll 

p. Rcutsuur or~6mpanle8 

Company number 

[ 225990 

Name or com puny 
No. or continuation sheets a!tachcd L 

New Ross Investments Limited 

hereby notifies you in accordance with section 158(4) or the Companies On.litmncc 
that-
( a) The names and particulars of the person~ whl1 arc to bl! the first directors of 1 he 

company nrc as follows: 

For usc where dirc-.:tor is un individual 

Forename (Note 2) __ _.T_a"'""_,k,__.Y...,u...,e...,n...._ ________ • t ~~~ iR, 
Surnumc (Nutc 3) Chan ,. ( ~ 
Any Former (Note 4) 
Forenamc(5} or (I)------------
Surname($) 

Any Alias(cs) (I) -:.;;.;:> ...,c~ 
l~) ..--

AddrllSS (Note 5) 14 /..!.F.L,-.::::.B.:::l~o:=.cl!.!.c...!A'-'-'----------,---

-t~t_~un_M&n-COUw~~x~--------------
~antin, Kowloon 

Nationality 

Particulars of Othc1· 
Din:ctl,rship (Note i J 

l~tl'OIHt\:-lT 
Thl.' parll~IIIM'\ 
t<> he Pl' ~~~ :trc: 
lh1"e rcfmcu 
toin~ction 
15~{2)ltllul' 
the Ctlmranle~ 
Ordinun~e. 
l'lea~t r.:m.l 
t~e :-.lute~ ber,lre 
~·omrlctin!lthb 
part of the form 
':-lote I 

EII/AI•IO 

1 1 1 



~. . : 
"~~-...........:.:;·c~.:...:.:~·-··--"--~ ,. \: · ___ ._._::__._· -·· .. :_:~·-//~ · .. ··-·--· --.·._. ··:, .. · ·.;·;! ~-· --·~-... -....:-:----'---~ - - . ~ 'l··*'ft"!f•• 

Forcmtmc (Note 2) ---------------• ( 

Surname (Note 3) --------------• ( 

Any Former (Note 4) 
Forenamc(5) or (I) --------------• ( 
Surnamc(s) • ( -----------------------

(2) -----------------· ( 

--------·------------•1 
Any AH:t5(cs) (I)-------------

(.2) ____________ -J-

Address (Noh.: 5) --------------1-~-------
1 

I 
Nutionillity --------- Busincss.~cc p~ation 

lif;myliS •• 6) 

Particulars of Other 
Directorship (Note 7) I 

----~----~+-~--------
Hong Kong Identity Card No.----1-------------

!ifanylf:-lot• K) j 

Forename {Note 2) -----,-f--7 _______ • ( 
Surname (Note 3) -----1~~--------• ( 
Any Former (Note 4) I 
Forunume(s) or (I) ---+----------• ( 
Surnamc(s) I • ( 

<2J I '< 
AnyAiias(cs)(l) -;----------·•( 

<2> I 
Addrcss(Nntc 5)

11
/ _____________________ _ 

Nationazit / ________ Business occupation .. _______ _ 
fl(;,!tl~) (~OIC 6} 

Purlieu ars of Other -------------------
Diriorship (Note 7) --------------------

Hong Kong Identity Card No.----------------
lif ""> J t Sutc HJ 

Registered or 

Principal Office 

Name ___ • 

Rcgistet·cd or _ 

Principal Office 

Namc ___ 
1 
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) 

) 

) 

. ' . 
. \ ,.· 

0 For use where the director is a corporation 

Ramillies Ltd 
Name________ --------------------------------
Registered or _l_s_o_l __ H_u_t_c_h_~_· s_o_n_H_o_u_s_e--'-, _H_o_n--'g::;_K_o_n_g=----

Nume _________________________________________ ~4---

/ 
Registered or---------------------:~"---

Principal Office-----------

(h) The name and particulurs of the person who is, or the persons who arc. the first 
s~crcHtry. or joint secretaries, of the conlpuny arc us follows: 

For usc where the secretary or joint-secretary is an individual 

Surnumc _____________ Forcnumc ~ 

Any Former Surnumc or Forcnnme _________ -_--..,..,~,------
/ 

Address --------------7'/"'-----·-----
/ 

Suruumc .,c./ __ /_ __ Forcnamc _____ =J 
Any F"m" S~10 ---------·-------

Add res/ 

: ~ .... '. 

l~lPORTt\NT 
The parti,ulm 
to b.: ghcn arc 
those rcferrtlltt• 
inse.:lion 
I S8(3)(11J or the 
Con1panles 
Otdinunce. 
PIMercad 
the Note,; b.: fore 
cotnplclingthis 
part or the form 
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I' 

tD.:lel~ as 
u~~roprhuc 

• 'I ' ':...' '~ ( ..... . !\ ·.· 
~. . 

': .;.' 

For usc where the s<:crctary or joint-sl!crcwry is u corpllration 
·•. ~ ,, 'II. -1 ';" tTl " .. .:;'1 

Nam~: ~en,g.is_f.J.!ll:lt..~g '11. 1·~;.. • 1 '1'1 t t<- h ''J 
Registered or __ -=.1:!5::!..0.::.1-.!!H!!u~t=c~h-=i~s:::.o:.:.:n:......:.:H:.:;o:.:;u:.:;s:.::e:...:•~H:..:o:.:.n:.;:g~K;;;o;.;.n_,g:.....-.. __ _ 

Principal Oflice ----------------

Prcsentor's name. uddr sr. • For ofliciu! u~c 
(if any) 
TENGlS LIMITED 
I SO I HUTCIIJSON IIOUSE 
I·IONti KONG. 

NOTES 

I. 

2. 

3. 

4. 

5. 

6. 

i. 

8. 

In the cuse of a Chinese director. the Chinese chamctcrs for any forcnumc or 
surname, if they arc used by such director. mu,t be included. 
"Forename" includes a Christian or given tHiillC. 

"Surname" in the case of a person usually known by t1 title tlilfcrcnt from his 
surnumc, means that title. 

Rcfcn;nces to a "l"ormer forename or surname" do not inelude-
(i) in the case ol' 11 person usuully known by a title different from his 

surnu.me.the name by which hl.l was known previous to the adoption of or 
succession to thl.ltitlc: or 

(ii} in the ca~c of nn}' person. u former forename or surname where that 
forename or surname wus changed or disused before the person bearing 
the name alluined the age of 18 years or has been changed or disused for a 
pcrkd of not less than 20 years: or 

(iii) in the case of a married woman. the name or surname by which she was 
known pl'cvious to the marriage. 

Usu:1l residentialnddrcss must be given. "Rcsitlemial :.1ddrcss" does no.l include 
an address at il hotel unless the person to whom it relates is stated to have no 
other permanent addrt:ss nor docs it include n post ollicc bi)X number unless 
coupled with a residential address. 

Busincs~ occupation (which nm:;t be stuted with sufllcicm particularity to enable 
identification of the dmk.; ;1ttaehing tu that m:eupatiol\) 111u~t be st;1ted. if:my. If 
none. please in~crt "None". 

If the director has nn 'on.,incss occupation hut holds any other directorship or 
directorships. p;trticubrs 111' that directorship or of sulnl! one tlf those director
ships must be given. 

"ldentitv ct~rd" means an idcntit\' card is~ucd untkr the Rcl!istration of Persons 
Ordin;u{cc. Cap. 177 of the Laws of Hong Kong. ~ 
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COMPANIES ORDINANCE 
(Chapter 32) 

Appoimmen t of first directors 

Pursuant to section I 58(5) 

Company number 

225990 

Name of company 

NE\>1 ROSS INVESnmNTS LU1ITEO 

WE, the undersigned. being ull of the subscribers to the Mcmommlum und Articlps of Association of th~! 
above named company do horebY appoint us the first directors thereof Jlcrson~ WitJ!q~g~Wttuincd the 
ug~: of 21 years ami conscnu!d to act as such by signing against tllllir names set out below. 

Names of Directors 

Chon Tnk Vllf>n 

Ramillios Limited 

------------------------

Names and 

I'OR ANU 0:'> I \Ell i\ 1.1-
0f TURQIJANOIA WUTEI\ . 

Jjl') ~~ ~--ll'n-Jz 
r ,., v • .......... ., ......... _ .. 

Dirtetc>r 

Date: 9th November, 1988 

'j hrr.:-1•:: •'c11\lln:1, (JT hAve 
. . . ~tgn~ res: .. •·•r3 

n::;na•:ll/f'~ "'"'"I i • ::1 , "" 

~ <::::,( I /,t a_~ 

Received by ' 
compani~s . ttegbtry 

~ 7 DEC 1~8B 
c • • .. :t 

signatur~s of Subscribers 

FOR AND ON UEHAt.F 
OF SWAN NOMii'!F.ES l.IMITED 

..-;-, ' J J'V] VJd..., .. :uJ·,.Jr.. ...... ............................. _ ... ......_.... 
lN«Wl' 

Date: 9th Nov:.'mber, 1988 

EII{AI'9 
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0 
FORM X(ii) 

•, 

COMPA.'~IES ORDINANCE 
L'hapt~:r 32) 

Not in• of clumge t!( direl'/111'.1' or .ffCI'<'fm•y or in tlu:ir particulars 

Pursu:wtto section 158(4) 

To the Registrar of Companies 

Company number 

···. 

225390 J 
L----

L
~J;!..mcofcompany ~ 

New Ross Investments Limited 

---
hereby notifies you in accordance with section 158(4) of the Companies Ordinance 
that-

n. e. f. 10th November, 19 8 8, Chan Tak Yuen replaced 
engis Limited ( Q•.it~}.f}fl.t~ t.] ) as secretary of 
he Company 

Particuh:ars of m:w director or secretary: 
For usc where the new director is un individual 

Forename (Note 2) ----------------• ( 

Surn!!rnc {Not!! 3) • ( 

Any Fom1cr (Note 4) 
Forcnamc(s) or (I)--------------./ 
Surnamc(s} 

(2) ------------.,£...---· ( 
·------~~-----•( 

Any Alias(cs) (I)_ ( 

(2) --------r-----·- ( 

:l 

Address (Note 5) ·------7"'--------------

!Specify changt 
and dutc thereof 
and if this 
(On~hts of the 
appointment or a 
new director or 
s«'retury Jill 
in ulso the 
particulars below 

Nationalit>' ----/-----· Businl!ss Occupation ----Reeeivc by , 
(1f an) lf Sol~ 6) 

Companies Registry 
----------+.~--~--.~E.!J-7-e~ec 198B :/ 

---------c!$et~fai:WJ~O&t. A... . 0 948 40 
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Forename (Note 2) 

Surname (Note 3) ---------

Any Former (Note 4) 
f'orcnamc(s) l'r (I) __ _ 
Surnumc(s) 

(2) 

Any Alias(es) (I) -----------.,,L----
(2). __ , ____ -,L------

AddrC!>S (Note 5) -------,L.---------------

Nationality~ Busincs~ Occupativn ---
til an) lt:-'~t• 6) 

Particulars oro2/ ------------------
Directorship (.Note 7) --------------------

Hong Kong Identity Cart! No. 
(if any) tNotdl 

Forename (Note 2) ----- -------·< 
Surname (Note 3) _____________ _ 

Any For:ner (Note 4) 
Forenamc(s) or (I)----
Surnumc(s) 

(2l-------·---~--·< 
--------·---~?--------•( 

Any Alias{es) (I)------
(2) _____ -----rc._ ______ _ 

Particulars 9fOthcr 
Direc/fp (Note 7) 

H9ng Kong Identity Card No.---------------
/ fif •n)·H!'Iote ~~ 

0 
Name ----··U 

Registered or _ 

Principal Office 

Name ___ • 

Registered or 

Principal Office. 

Numc--·-11 
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For use where the new director is a corporation 

~~a me--------------------------:;:;-
Registered nr_··--------------------:7'"-
Principal O!licc ---------

Namc __________________________ ~.~-~-·-------------------
Rcgistcrcd or __________ -.,..,c_ ____________ _ 

Principal Office ------.....,..c._---------·----

For usc where tht: new s~:crctary or joint-sccrCHifY is un individu<~l 

Surname _ _,C..,_h,_,a,_.n..__ _____ -"'B"""'--- Forename _ _...T ... :..,k.._.v..,,,..le...,o...__..{<UJ~=.~ 

Any Former Surname or Forename--------

Address __ .wl4~/.E--Block A, Flat 3 . ..-Chun.-Man-Cow;.t:.,.-
Homantin, Kowloon 

Surname--------------Forename-------

For usc whcrt.! the new secretary or joint-secretary is a corporation 

: '• 
- ··.·:.:.= 

··.· 



tBd~tc Ul 
approJpriate 

, .. 
···. 

Name-----~-------

Rcgistcr\!d or----------=-"'""""~--------

Principal Otlice ------.c::::=------------------

L~il-J 
Date lOth November, 88 

---------··------------------
Presenter's name. ~u!dre•:s and r~fcrcncc 
(if any) 

TENGIS LIMITED 
ISOl HUfCHISON !-lOUSE 
HONG KONG. 

NOTES 

For olfidal usc 

!. In the cusc of n Chinese director. the Chinl!sc chilructcrs for any forename or 
sunwme. if thl!y urc used by such dircclot'. must be included. 

2. "rorcnamc" includes <I Christian or gi\'cn name. 
3. "Surname" in the cas~ of a person usually known h~· u title different from hi~ 

surname. mettns that tttll!. 
4. References to n ··former foremun~ or mrnumc" do not includc-

(i) in the case or u person usually known bv a title different from his 
sumamc. the nam~ by which he wus known previous to the adoption of or 
succession to the t1tle: or 

(iil in the case of any person. a former forcmum: or surname where that 
forcnmnc or surname was changed or disused before the person bearing 
the name attained the age or IS years or has been changed or disused for a 
period of not li.!SS than 20 years: or 

I iii) in the case of a married wonan. the numc or surname by which she was 
known previous 10 the marriage. 

S. Usual residential address must be giwn. "Residcntialuddrcss" docs not include 
an uddn:ss m u hotd unless !he person to whnm it rdutcs is stated to have no 
other permanent uddrl!s~ nor docs it include a post oflicc box number unless 
coupbl '' :rh u residential address. 

6. Bu~:.~'l''"; ,·\'llplltion (which must be sHttct.l with ~uflicicnt particularity to enable 
idcnll!ic.I\IC'.n of the duties attaching to thutoccupation) mus'i he stated. if any. If 
none. please insert "None". 

7. II' the director has n<.' business occupati\'11 hut holds Hll\' c.'lhcr directorship or 
directorships. particulars of that directorship or of :;omc lllll' of those director· 
ships must be given. 

S. "lc.h:ntit\' card" mean~: an itlentit\' card issued under the Rcuistrution of Person~ 
Ordinance. Cap. 177 of the Laws nf Hl)ll!f Kon~. ~ 

9. tr the space O\'crkaf is insullkktll the name~ and p;lrticular$ mu):;t be shown on 
t\.: prescribed continuutit'n shcct(sl. 
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FoRM m 

\ I 

COMPANIES ORDINt\NCE 

(Chapter i~l 

Return 1~{ ul/otlll£'/IIJ 

Pursuunt to st:ction 45 

To tht: Registrar of Companic~ 

Name of company 

FILED 

18 JAN 198S 
6/./'-

p. Registrar of Companies 

[ 

New Ross Investments Limtted 

-

Company number 

I 225990 

L-------------------~ 

hereby notifies you that the tollowint; shares were allotted ~-l:lei·Weea the *Delete as 

.-··· 

duy u-F- !---- 19 :tnd the clay of appropnate. 
Please sec Not~ I 

19 ·/on the 29th,_ day of November, 19-!~. 

I. tNutnhcr t1t"shurcs allotted payublc in c:1sh 

N aminal amouM of each of ~he shares so allotted 

Amount paid or due nnd payublc on each of the shares 
so allotted-

paid 

Amount of prcmiiJm pui~{ or r>~yablc on each share 

2. tNumbcr of ~hare-s ailotlcd ~or a t:onsideration other than cash 

499,998 _ tNotc2 

s 10.00 __ , 

s 
s 

0:1. $10' 
CASH $10 

---·1a-01-s9 939BO 
Nominnl amount of each of the shares so ullottcd S A 3333 -'-----
Amount to he treated as paid on cnch of the shares so ulloted S 

"-----'---

Amount cf premium to be tre.tted as paid on each share 1...=: __ _ 

The considcratinn for which the :;hares have been so allotted is as follows:-

'l 2 0 



1.. 

. . 
. ~ · •. :;.~~}'~l::tb"!~i~:t~J.l~~ .. J;.~t")'f.Y'(..tlf;\'fl•t'hor.•-- .... -· __ -----···-·-·--

!Note J 

3. Tf11: names. descriptions and addr~sscs of the allollccs ltf the sh\lrc~ trtthc com· 
rmny nnd the numbers aml da:.sc~ of shun.::<. allt,llcd It> them an: a-; follows: 

N 1 1 ! Number of share!. allollcd I 
t nm~ d~l Address ,--- 1 
DcsctrJ•I~~::1.-l-·-----·--i Pre~~~~':_ Ordinary_ Other kinds 

Chan 'fak \'•;en I .t4/F, !Hock i\ 1 -- 499,998 
n~ I~ :" Flat :;, I 
fk-.. l!,.p ""~' t Chun H,tn Cow: t: 1 

(Company Directo ) llomnntin, 
K01~ J OCtll ) 

I 
L L ___ j __ ---L---_.t,_. __ 

For nnd no behalf of 
N:tJew Ros~hrtrtments Limited 

( J'9. c-.~-
SJfllC(IU . · (OircciOr) (Secretary)• 

. Chan T!lk ~uen . 

Date llih r;ovember, 1986 

1-'r~::;cn.tor's numc.\uddrcss and rcfcn•nce r 
(If any} ·. 

TENGIS LIMITED 
1501 IIUTCIIISON HOUSE 
HONG KONG. 

NOTeS 

for oflici!ll usc 

I. (11) Where a return includes several allotm•:nts made on different dates. the 
dates of onl)' the first and last of such allo1mcnts should be entered and 
tlu. rcgi.mnuon of the return should be effected within one month of the 
fir~t d:ue. 

(h) Where u return relates to one allotment only. made on one particular date. 
that date only ~hould be in·.;crted. 

2. Wlum: 1hc caplt.1l or the company is divided imo shares of different classes, the 
clu~s of shares w whi~h each share comprised in the allotment bclone~ is 10 be 
stu ted. 

3. ·Jn H1c cast> of u Chinese ullottcc who htis signl!d in Chinese clmmct;.~..; nny 
dn~:umcnt L'clating to hi~ allotment. or who has. b\' :u.ldtnu Chinese characters 
a(i..:r hi3 nnmc tHJ any such document or by other means. indicated thut he 
w.i~ht·• th:! Chinese chanlctcr~ to b~· :!ntcrcd on the register uf members. hss name 
m~t~t bL' stated bNh in English and in Chinese chuructcrs. 



' Pl.t:ASl: S/:.'1-: FOR:vl IXA 
/I'OTI:.'Sf/J&I}J 

COMPANIES ORDINANCE 
(Chapt\!r 32) 

P~rlicoldr;; .,; 
rc,ljmmg uimtor· 
let'IC!Ury 

•complete us 
uppropriate 

I Delete as 
uppropriate 

To be romplct(d 
only whm (h) 
confirms thu t 
r.oticc /.t required 

!Where notice 
is given by a 
corporation. 
state office of 
purty signing 

NotiC<' f!{l'l"ignatiolll!/dil'e('/OI' (IJ' secri'lm:1· 

Pursuant to the pi'Ovi$o to section !570(2) 2 2 ~~990 
Tn the Registrar of Companies p. l~cgintm o( Companies 

Company numbc r 225990 1 
L_ ______ , _ __J 

__ _j 

For ~!~~~r~0nin.!L~!~cto(sccrctary is u corporation .. _ 

G
'wnc _ RamiJ.U.cg Limit_g_<L__ ·---· ~ 

Address of Registered or· 1501 Hutchison House, Hong Kong_ __ 

rincipal Office 

hereby notifies you in accordance with the proviso to section I 570(2) ~f the 
Companies Ordinance that-
(a) hei!he/it has resigned as Corporate director .. of the above-11amed 

Company ("the Company") with ctfect from ....::.:.H~~L..J!l!Y, 198.9_ __ , 

(h) ~ . .H;fle/it is;is--rtmt required by the articles of the Company or by any agreement 
with the Compar. to give notice of1ti>.lrcT/its resignation to the Compuny. 

(c) the @SJ!~ ~!' · bq in (h) hasjhttrtmt+ been given in accordance with tit~ 
rclc!~ M~~ £1M· L 1 MITE D 

v--1' Signedt ... ...,~ .. ,.., ..... ..... Wf;-d·1f' ......... ..... 
~~mt ~~~~-----------------------------

Presenter's name, address and reference 
(if any) 
TENGIS LUIITED 
1501 HtrrCHISON HOUSE 
HONG KONG 
No.-Es 

R e cfeliC\R~itJ ulf y 
Companies Registry 

2 2 MAY 199B r 

Serial No.: A 0 61:5 2 0 2 
(I) This Form should only be used where th~!rc arc reasonublc i.'rotmds for bclieying 

that the Company will not give notification of the resignation in accordance with 
the provisions of section I 570(..!) of the Companies Onlinance. 

(2) The attention of the party completing this Form is drawn to the requirements 
of sectio·a I 570(3) of the Companies Ordin.tncc. 

~, 2 2 
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• 

Pursuant to Section 290A(2) of the Compt:Ulies Ordinancc1• notice 
hu b.een published on J 8 -10- 1996 Wlder Oaz.etto Notice 
No. if. 7' !:" and at the expiration of three months ft'om the 
date hereof, Wlless the Registrar has received all overdue annual 
r&rtums> the annual registrstion fee payable on delivery of suoh 
annual r~tum under Eighth Scbooule of the Companies Ordinance, 
Qll 1lddidonal fee of HK$500 and a penalty of HK$,000, the name 
Ofth is company will be struck off the Register Md this company 
will h~ dissolved. 

~;¢·~ iJ] {fiJ'tJ ~ 290A(2)~ t ' ll-7 t r;- tt~• e.* 
___ , a -;o- 1996 4:1~-f'J-1-, m=t rbti a Atf~1t .af!J 
}! ~ h1t li+ ' 1f%tft.offl' 4A.Ic 11} '*-11ti1] flT ~ it$1 * ~ ~ }!J ... 

•••,~~-~~•sm•~••~••~•t•• 
st~-1tj-6'Q.Jf-1f-"1Gf ,~ /W'hof~'f 500 Jt, t Jf;.C&,frJ~ 
··~ooo~,~~~~~~-M«*~-~~,~~~ 
#-t~~-0 

014811P,81 

II/III!Y!/1/IIi!J//1/J/I 

\ < 

·d· 
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• 
For.Jnformation Onb-

·l"*:f:?f. 

Purrultlt to Section 290A(3) of the Companies OtcJJnace, notice 
hu been pubUBbed on 2 8 -02- 1997 under C"11.r4tte Notice 
No... ~ lf2 __ and the uam., otthls company has bNs struck off 
the Reai~ter. Tbfs company iQ RooordinBJy ctioolved u ttom the 
date otthe publication ottbe notice. 

••~IJ*9t!Jtt 290A(3)•, •--· 2ctL. tt~•~ '* 2 8 -02·1::: - .fi:Cflf~* J ~~IJ~~-c, 
-~~-~-,~~~···~·fl~#~~~~M •• 

1 2 4 



This is Exhibit "C" mentioned and referred to in the Affidavit of 
Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People'~ Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43·59 Queen's Road East 

Wanchai, Hong Kong 
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List of Board Members and Management executives of 

Zhanjiang Leizhou Eucalypt Resources Development Co. Ltd 

Members of China Party: 

Chen Shixing ~Jf,i.R~ 

Fu Guanxu (~TaN! 

Wang Shangming E rliJ Bf-J 

Members of Foreign Party: 

Chan Tak Yuen ~Jf,t~il 

P K . K"t .;.rl-w:;.t: oon ar r mr '?" "" 

Chan WaiLing [~~ . .!;~ 
Qi Shuxiong f~j£t1£ 

Chairman: Chan Tak Yuen ~Jf,1~1Jffi 

Deputy Chairman: Chen Shixing ~Jf,i.R~ 

General Manager: Chen Shixing ~Jf,i.R~ 

Deputy General Manager: -

Signed by Chairman: Chan Tak Yuen ~Jf,1~i)ffi 
Signed by Deputy Chairman: Chen Shixing ~Jf,i.R~ 

January 28, 1994 

·t·-\ 
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This is Exhibit "D" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swon1 before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Letter Requesting Cancelation of Approval Certificate WJMZHZZZ No.065 [1994] 

To: Zhanjiang !vlunicipal Foreign Economic Relations & Trade Commission 

Through mutual consultation between Leizhou .Forestry Administration (hereinafter 

referred to as our side) and Sino-Wood Partners Limited (hereinafter referred to as 

the foreign party), and, with the approval document ZJMPZ No.021 [1994] issued by 

your commission on 28th January 1994 for approving the contracts and articles of 

association entered into by both parties, and, with the approval certificate 

WJMZHZZZ No.065 [1994] issued by your commission, both parties jointly 

established Zhanjiang Eucalyptus Resources Development Co. Ltd. (hereinafter 

referred to as the Joint Venture) whose incorporate number is 162622-0012 and duly 

registered the same with Zhanjiang Administration for Industry and Commerce and 

obtained the business license GSQHYZ No.00604 on 29111 January in the same year. 

It has been 4 years since the registration and we set out the situation as follows: 

I. Information of the investment of both sides 

A. The investment of our side: according to the contract and articles of association 

signed by both sides and approved by your commission, our side has paid in 

RMB95,481 ,503.29 (equivalent to USD 11 ,640,000.00) to the Joint Venture on 

20th June 1995 through an in-kind contribution. The payment was made in 

accordance with the prescribed procedures and confirmed by signatures of the 

icgal representatives of both parties. According to the Capital Verification 

Report from Yuexi (~it§) Accounting Firm, this payment accounts for 99.1% 

of the agreed capital contribution from our side, which is USD11,750,000, and 

accounts for 46.56% of the total investment. 

B. The investment of the foreign party: the foreign party has paid in USD 1,000,000 

on 16111 March 1994, which was in the starting period of the Joint Venture. 

According to the Capital Verification Report from Yuexi (~-it§) Accounting 

Firm, this payment only accounts for 7.55% of the agreed capital contribution 

from the foreign party totaling USD13,250,000, and accounts for 4% of the total 

investment. Then, in the prescribed investment period, the foreign party did not 

further pay capital into the Joint Venture. In view of this, your commission sent 

a "Notice on Time for Capital Contribution" to the foreign party on 30111 January 

1996. In accordance with the notice, the foreign party then on 10111 April sent a 

letter to your commission, requesting for postponing the deadline for capital 

contribution to 20111 December the same year. On 14111 May 1996, your 

tl 
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commission replied to Allen Chan (l~t-1~i1Ji), the Chairman ofthe Joint Venture, 

stating that "postponement of the deadline tor capital contribution is subject to 

the consent of our side and requires amendment of the term on the capital 

contribution time in the original contract, and both parties shall sign a bilateral 

supplementary contract; after the application has been approved, the postponed 

deadline will become effective.". Based on the spirit of the letter dated 14th May 

from your commission and for the purpose of achieving mutual communication 

and dealing with the issues of the Joint Venture actively and appropriately, on 

11th June 1996, Chan Shixing (lm;i,R~) and two other Directors from our side 

sent a joint letter to Allen Chan (!lf.f-114\Wlt), the Chairman of the Joint Venture, to 

propose a meeting of the board to be convened before 301h June 1996 in 

Zhanjiang, in order to discuss how to deal with the issues of the Joint Venture in 

accordance with the relevant State provisions. Unfortunately, the foreign party 

neither had discussion with our side pursuant to your commission's letter, nor 

replied to the proposal of our side, and furthermore failed to make payment to 

the Joint Venture. Now, it has been two years beyond the deadline for capital 

contribution (29th January 1996), and more than one year beyond the date 

prescribed by the Notice on Time for Capital Contribution issued by your 

commission (30th April 1996). However, the foreign party has been evading the 

discussion of the capital contribution issue, and moreover has taken no fmiher 

action. 

II. The Joint Venture is not capable of attaining substantial operation 

According to the contract and articles of association, the main purposes of setting up the 

Joint Venture are, on the one hand, to invest and construct a project producing 50,000 

cubic meter Medium Density Fiberboard (MDF) a year; and on the other hand, to create 

a forest base of 120,000 mu, with which to produce 80,000 cubic meter of timber as raw 

material for the production of medium density fiberboard. The contract and articles of 

association also prescribed that the whole funding required for the MDF board project 

should be paid by the foreign party in cash; our side should pay in-kind the propotiion 

of the fund prescribed by the contract. After contributing capital of USD I ,000,000 in 

the early stage, the foreign party not only failed to make subsequent capital 

contributions, but also in their own name successively withdrew a total amount of 

RMB4,141,045.02, from the funds they contributed, ofwhich USD270,000 was paid to 

Huadu Baixing Wood Products Factory Ctti'J~rtJI3~*fil'J&iJ)), which has no business 
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relationship 'vvith the Joint Venture. This amount of money equals 47.6% of [the foreign 

party's] paid in capital. Although our side has almost paid off the agreed capital 

contribution (only short 0.9% of the total committed), due to the limited contribution 

from the foreign party and the fact that they withdrew a huge amount of money from 

those funds originally contributed by them, it is impossible for the Joint Venture to 

construct or set up production projects and to commence production operation while the 

funds have been insufficient and the foreign party did not pay in the majority of the 

subscribed capital. In fact, the Joint Venture therefore is merely a shell, existing in 

name only. 

Additionally, after the establishment of the Joint Venture, its internal operations have 

been extremely abnormal, for example, annual board meetings have not been held as 

scheduled; annual reports on the status and the results of the annual financial audit are 

missing; the withdrawal of the huge amount of funds by the foreign party was not 

discussed in the board meetings, etc. It is hard to list all here. 

In light of the present state of contributions by both sides and the status of the Joint 

Venture from its establishment till now, our side now applies to your commission for: 

1. The cancellation of the approval certificate for "Zhanjiang Eucalyptus Resources 

Development Co. Ltd.", i.e. WJMZHZZZ No. 065[1994], based on the relevant 

provisions of Certain Regulations on the Subscription of Capital by the Parties to 

Sino-Foreign Joint Equity Enterprises, 

2. Direct the Joint Venture to cotnplete the deregistration procedures for "Zhanjiang 

Eucalyptus Resources Development Co. Ltd." at the local Administration for 

Industry and Commerce, and for the return of its business license. 

3. Coordination with both parties to resolve the relevant remaining issues. 

Please let us have your reply on whether the above is in order. 

The Seal of the Leizhou Forestry Bureau 

1998, February 27 
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This is Exhibit "E" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29111 day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Letterhead: 

Zhanjiang Sino-Forest Technology Center i~ht ~;). H; ~ll: t+f.'Z c[t {.-

Add: Room 908, Longzhu Building, No.28, Baiyuan Road, Chikan, Zhanjiang City, 

Guangdong Province 

r·*t1'i~tCrtr#JJ\Efin;l~~ 28 ~-:;1tElU'=II908 i: 
Tel: 0759-3215649 Fax:0759-3210477 P.C.: 524033 

Report 

To Zhanjiang Administration for Industry and Commerce: 

Due to the following reasons, Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. has 

delayed the annual inspection for 1997-1998: 

(1) Mainly due to the preparation to build a pulp mill with the capacity of 500,000 tons in 

1996-1997, the local forestry bureau and the provincial forestry department had requested 

the termination of the Sino-foreign joint venture. Eucalypt Resources were then taken control 

of by the government. Our company complied with the government policy and could only 

wait for the development of the situation. 

(2) After the foreign party had paid in USD 1 million of capital, the Chinese party - Leizhou 

Forestry Bureau - failed to contribute forestry land, factory facilities and investment (RMB 1 

million), as agreed in the joint venture agreement, thus affected the normal operation of the 

joint venture. 

Upon the coordination made by Zhanjiang Foreign Economic and Trade Commission, recently 

(June), the Chinese party - Leizhou Forestry Bureau withdrew from the joint venture voluntarily 

(see Attachment), and allowed Sino-Wood Partners Limited to seek new business partners. 

In order to keep the establishment of the joint venture for the setting up of a new joint venture in 

the future, we hereby request Zhanjiang Administration for Industry and Commerce and its top 

officials to approve our late submission of the 1997-1998 annual return for inspection. 

This report is hereby submitted. 

(Stamp) Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd 

i~ii'I1+1·1'1iffi1 \fiimt'&~ ~F>~ 0 ff] 

June 25, 1998 
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Certificate of Approval for Establishment of Enterprises- 1999 

l m ;rill J+i i1i tit 'rff ;r~t n ~& :tr r,~ ~ 5J i 

Certificate of Approval for 
Name of ' Chinese 

Establishment of Enterprises 
Enterprise 

English 
Zhanjiang Leizhou Eucalypt Resources 

with Investment of Taiwan, Development Co., Ltd 

Hong Kong, Macao and Address 
No.159, Haibin No.5 Road, Zhanjiang r€Hl 

Overseas Chinese in the mr~iKn~~ 1s9 lfJ· 

People's Republic of China Type of Business 
Foreign-invested Duration of 30 

enterprise Operation years 

Approval No.: YH-5: t~ ~1~ Total Investment USD 25 million 
9~ i&£ HE ::f: C 1999 > 083 -5 
Enterprise Code: Registered Capital USD 10 million 

4400617803081 Place 
Name of Investors 

of 
Approval Date: January 28, Registration 

Contribution 

1994 Sino-Wood Partners, Limited USD 10 
Issuing Date: May 6, 1999 

~t-t!h\'H£ *~ tt 0'1 ~ ~~ i~ 'ffJ 
Hong Kong 

million 
Stamp {People's Government 

Planting forests, processing timber, 
of Guangdong Province) 

Business Scope producing and marketing wood products, 

forestry chemical products. 



This is Exhibit "F" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People'~ Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Board Resolution on Appointments 

After discussion by all the board members of Zhanjiang Leizhou Eucalypt Resources 

Development Co. Ltd, it was agreed that Mr. Poon Kai Kit il~~ be appointed as 

the General Manager and Ms. Chan Wai Ling ~*-ID .Et be appointed as the Deputy 

General Manager of the company. 

All members of Board of Directors: 

Position Name Signature 

Chairman Chan Tak Yuen fl}j:;1f!H: y)Jji Chan Tak Yuen 

Director Poon Kai Kit il-~~ Peon Kai Kit 

Director Chan Wai Ling ~}j:;~JI~ Chan Wai ling 

Company Stamp: 

July 5, 1999 

ill i .Lf/ 
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This is Exhibit "G" mentioned and refened to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People'~ Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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To Zhanjiang Administration for Industry and Commerce: 

We hereby apply for capital reduction to the Municipal Foreign Economic and Trade 

Commission as we have decided to scale down the business. In the official reply "i~ 

)l~~m~:f~t* [1999] 88 -'%" dated December 28, 1999, the Municipal Foreign 

Economic and Trade Commission preliminarily agreed upon our application for 

capital reduction. We have published the announcement of capital reduction in the 

provincial-level Nanfang Daily three times (first time on December 31, 1999, second 

time on January 10, 2000, third time on January 20, 2000). When our company 

changed from a joint-venture to a sole proprietorship company in October 1999, we 

had cleared up all the debts and creditor's rights. Therefore, there had been no 

disputes concerning the debts and creditor's rights of our company within the three 

months since the announcement of capital reduction. Based on the above condition, 

we cordially request that Zhanjiang Administration for Industry and Commerce 

approve the capital reduction of our company. 

It is hereby reported. 

Announcement of Capital Reduction [Three copies displayed] 
Upon the preliminary agreement of the approval authority, Zhanjiang Leizhou 

Eucalypt Resources Development Co., Ltd t!IS rl'fit :1+1 ftd~ fi'f1Ji1C&:Ji *! !I[H.~ €] has 

decided to reduce the total investment to USD 2 million and the registered capital to 

USD 1.4 million. It is hereby announced. 

Contact number: 0759-3385975 

December 31, 1999 

(This announcement was published on Nanfang Daily on December 31, 1999-Page 

83, January 10, 2000- Page 83 and January 20, 2000- Page 83 respectively.] 

(Stamp) Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd 

1~ ¥I ttHii ~txt~ 'im! ~Ji ff ~~ 0 ffl 
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This is Exhibit "H" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 291

h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
No!ary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Certificate of Approval for Establishment of Enterprises. 2000 

---"··-
) 

Name of Chinese 
i#i il f'i"1+1 f:& ffij \Jf iJJi! 1;Z ~ :Fj II~ ~~ 5] 

Certificate of Approval for 

Establishment of Enterprises Enterprise 
English 

Zhanjiang leizhou Eucalypt Resources 

with Investment of Taiwan, Development Co., Ltd 

Hong Kong, Macao and Address 
No.159, Haibin No.5 Road, Zhanjiang i,tm: 

Overseas Chinese in the m;·~;~J:iJ3 1s9 -Et 

People's Republic of China Type of Business 
Foreign-invested Duration of 30 

enterprise Operation years 

Approval No.: 91-~ t'l ~;:M Total Investment USD 2 million 
9H~ iiE+ < 9) 083 -It 
Enterprise Code: Registered Capital USD 1.4 million 

4400617803081 Place of 
Approval Date: January 28, Name of Investors Contribution 

Registration 
1994 Sino-Wood Partners, limited USD 1.4 
Issuing Date: April4, 2000 ~itt! iJ * ~lldfHfl ff [l~ i~ §'] 

Hong Kong 
million 

Stamp (People's Government 
Planting forests, processing timber, 

of Guangdong Province) 
Business Scope producing and marketing wood products, 

forestry chemical products. 



This is Exhibit "I" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People'.s Republic of China this 29th day 

of February 2012. 

I 
A Notary Public 

COLIN BERNARD COHEN 
Notruy Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Business License of Enterprise Legal Person (Copy) 

I Registration No. 

Name 

Address 

Legal Representative 

Registered Capital 

Business Type 

Business Scope 

Duration of Operation 

Date of Establishment 

I' !e:. !rh r3ll .'IT 1-1 -"lj '"""' '1r 000571 @ .u..'J:M-..,.,~~-""'U! -rm -J --
Zhanjiang Leizhou Eucalypt Resources Development Co., 

Ltd 

i~ 1l1ft Hl-131: l'lt ~ i£~ '&. ~ *! ~~ 0 ill 
No.33, Renmin Avenue (M), Zhanjiang City 

i~Ylr!T AR::kill9=1 33 ~· 

Chan Tak Yuen Mdf.i!Jli 
USD 1.4 million (paid-in capital: 0) 

Sole proprietorship (Hong Kong invested) 

Forest plantation, processing timber, production and 

marketing wood products, forestry chemical products 

January 29, 1994 to January 28, 2024 

January 29, 1994 

Annual Inspection Status Annual inspection was conducted on June 29, 2001 

Registration Organization: (Stamp) Zhanjiang Administration for 

Industry and Commerce 

Date: June 29, 2001 

1 53 
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This is Exhibit "J" mentioned and referred to in the Affidavit of 
Stephen Gowan Chandler, swmn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centro 
43-59 Queen's Road East 

Wanchai, Hong Kong 

I, 1 54 
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iM 7~~2 15'H~f[2003] No.92 

Approval on Early Termination of 
Zhanjiang leizhou Eucalypt Resources Development Co., ltd 

To: Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd: 

We have received the application and resolution of the Board of Directors of your 

company. According to the actual situation and relevant laws and regulations of 

China, we agree upon the early termination of your company. Please make the 

announcement according to relevant rules and carry out the liquidation process 

accordingly, and conduct the revoke procedures at the relevant departments. 

Stamp (Zhanjiang Foreign Trade and Economic Cooperative Bureau) 

November 4, 2003 

Report to: Foreign Economic and Trade Department of Guangdong Province 

cc: Municipal Administration for Industry & Commerce, State Taxation Bureau, 

Zhanjiang Customs, Import and Export Inspection and Quarantine Bureau, Foreign 

Exchange Management Bureau, Financial Bureau, Procedure Department of 

Zhanjiang Foreign Trade and Economic Cooperative Bureau 

156 



This is Exhibit "K" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 20 12. 

j~ . 
A Notary Public 

COLfN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centro 
43-59 Queen's Road East 

Wanchai, Hong Kong 

1 57 
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Certificate of Approval for 

Establishment of Foreign-Funded Enterprises in the 

People's Republic of China 

Wai J ing Mao Zhan He Zi Zheng Zi [ 19941 No. 065 

[chopped: People's Government of Guangdong Province] 

28 January 1994 

Copy No. 0 117909 
--·--·~·-·---·- ·-·····-·-··-----·-

Company 
name 

Chln~ IMtt·ffl~~M·~-~~~~ 

English 

Company address 

Type of company 

Zhanjiang Leizhou Eucalypt Resources 

Development Co., Ltd. ---------1 

Kangshun Builidng, 31 Kangshun Road, Chikan 
District, Zhanjiang City 

Chinese-foreign joint venture 

Duration of operation 130 years 

Names of investors (in 
both Chinese and Party A: State-Owned Leizhou Forestry Bureau 

English) and registered China 
addresses (country or Party B: Sino-Wood Partners, Limited, Hong Kong 

region) ____ _ 

Total investment US$25 million 
Registered 

capital 
US$10 million 

Party A: contributed US$4.7 million with a capital 

Contribution made by the j contribution ratio of 47.00% 
investors Party B: contributed US$5.3 million with a capital 

contribution ratio of 53.00% 

Business scope 
Silviculture, wood processing, production and sale 
of woodwork and forest chemical products; 50% of 
the products are for export. 

~ 
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This is Exhibit "L" mentioned and refened to in the Affidavit of 
Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Articles of Association 

of 

Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd., 

an Equity Joint Venture 

Chapter 1 General Provisions 

Article l: These Atticles of Association are formulated pursuant to Law of the 

People's Republic of China on Chinese-Foreign Joint Ventures and Contract for the 

Establishment of Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. ("the 

Company"), an Equity Joint Venture, entered into by Guangdong State-Owned 

Leizhou Forestry Bureau ("Party A") and Sino-Wood Partners, Limited ("Party B") on 

8 December 1993 in Zhanjiang, China. 

Article 2: Name of the Joint Venture Company: Zhanjiang Leizhou Eucalypt 

Resources Development Co., Ltd. 

Legal address of the Joint Venture Company: Kangshun Builidng, 31 

Kangshun Road, Chikan District, Zhanjiang 

Article 3: Names and legal addresses of Party A and Party B: 

Party A: State-Owned Leizhou Forestry Bureau 

Address: Chengyue Town, Suixi County, Guangdong Province 

Party B: Sino-Wood Pattners, Limited 

Address: Room 2408, Sun Hung Kai Centre, 30 Harbour Road, Wanchai, 

Hong Kong 

Article 4: The Joint Venture Company is a limited-liability company. 

Article 5: The Joint Venture Company is a PRC legal person which shall be 

governed and protected by PRC laws and all its activities shall comply with the PRC 

laws, statutes and relevant regulations. 
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Chapter 2 Objective and Scope of Business 

Article 6: The objectives of the Joint Venture Company are: 

( 1 ). Establishing large-scale medium density fibreboard production project 

(MDF) in the first phase by fully and reasonably developing eucalypts and other trees 

with advanced and applicable production technology and scientific management; 

while creating economic benefits, trying to upgrade forest resources in a platmecl 

mam1er, gradually expand construction of forests in timber base and substantially 

improve the growth of forest trees with Party A's existing advanced silviculture 

technology and the Joint Venture Company's capital strength; paying attention to 

environmental protection and ensuring that the Joint Venture Company is developing 

in harmony with nature. 

(2). Strengthening the management effectiveness of the Joint Venture Company, 

taking total quality management (TQM) and IS0-9000 as the Joint Venture 

Company's management model, striving to improve product quality and corporate 

image, becoming competitive in the intemational market in terms of quality and price. 

earning foreign exchange and increasing profitability, so as to benefit both Parties. 

(3 ). The Joint Venture Company regards the timber base as a green workshop, 

seeks constant development and innovation, is bold in practice, attaches equal 

importance to production and scientific research, and integrates scientific research, 

silviculture and forest products processing. 

Article 7: Business scope of the Joint Venture Company: Silviculture, wood 

processing, production and sale of woodwork and forest chemical products. 

Article 8: Production scale of the Joint Venture Company: Annual output of 

50,000 m3 MDF and 80,000 m3 MDF timber, and 120,000 mu forest base. 

Following the development of the Joint Venture Company, it may gradually 

expand the production scale and diversify and launch differe11t series of products. 

Article 9: The products of the Joint Venture Co1npany are sold in equal 

proportion on domestic and overseas markets. 

D 
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Chapter 3 Total Investment and Registered Capital 

Article I 0: The initial total investment of the Joint Venture Company is USS25 

million. 

The registered capital of the Joint Venture Company is US$10 million. 

Article 10: The registered capital of the Joint Venture Company is USS l 0 

million. 

The ratio of capital contribution is: Party A shall contribute US$4. 7 million, 

accounting for 47% of the total registered capital; Party B shall contribute US$5.3 

million, accounting for 53% of the total registered capital. Funds other than the 

registered capital shall be invested by Party A and Party B in proportion to their 

respective contributions. 

Article 11: Fonn of capital contribution: Forms of capital contribution 

including registered capital contribution made by Party A and Party B are: 

Party A shall contribute a total of US$11. 75 million, consisting of the total 

value of the right to use 53,000 mu woodland valued at US$4.62 million, the forest 

resources on the said land valued at US$3.0 1 million, assets of the forest product 

industry factory valued at US$1.28 million and the right to use the 152,291 m2 land 

for factory production and construction valued at US$2. 73 million as well as RMB I 

million cash (US$110,000). Party B shall contribute US$13.25 million in cash. 

Party A and Party B shall complete their capital contributions (or contribution 

in kind) within 24 months after issuance of the business licence, with more than 15% 

to be paid up in the first three months for the first phase. 

Article 12: Respective contributions made by the Parties: 

(1). Party A shall invest a total of US$11.75 million (the amount shall be 

subject to verification by an authorised accounting firm) in kind in the Joint Venture 

Company in the first phase in accordance with its ratio of capital contribution. As 

Party B makes up the funds for MDF project, Party A shall invest part of its right to 

use the woodland and the forest resources on it, which are valued as agreed, in 

accordance with its ratio of capital contribution. 

(2). Party B shall invest US$13.25 million in casll in the MDF project in 
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accordance \Vith its ratio of capital contribution in the first phase. In regard to the 

funds needed for MDF project. besides the US$13.25 million invested by Party B in 

the first phase, the insufficiencies shall be made up by Party B with cash by 

instalments based on actual needs. Patty A shall invest its right to use woodland and 

the forest resources on it, which are valued as agreed, in accordance with its ratio of 

capital contribution in the same phase. 

Article 13: Schedule of capital contribution 

As for the capital contribution (or contribution in kind) in the first phase, Party 

B shall invest US$l.OO million in cash and Party A shall invest RMB 1.00 million for 

the operation of the Joint Venture Company and MDF project planning within one 

month from the date of issuance of the business licence of the Joint Venture Company 

and issuance of the asset accounting report on Party A's investment by an authorised 

accounting firm. The remaining funds needed for MDF project shall be invested by 

instalments in accordance with the investment plan based on the feasibility study 

report of MDF project. 

Article 14: Parties A and B shall pay up their respective capital contribution (or 

contribution in kind) in full according to the time limit specified in the Contract. 

Article 15: After Parties A and B have paid up their capital contribution in full, 

the Joint Venture Company shall retain a certified public accountant registered in 

China to verify the capital and issue a capital verification report, based on which the 

Joint Venture Company shall issue a capital contribution certificate, whose main 

contents include: Name of the Joint Venture Company, date of establishment, names 

of investors and their amount of capital contribution, date of capital contribution, and 

date of issuance of capital contribution certificate, etc. 

Article 16: During the term of the joint venture, the Joint Venture Company 

shall not reduce the amount of its registered capital. 

Atticle 17: If a party transfers its capital contribution, whether in part of in 

whole, it shall be subject to the consent of the other party. When a party makes such 

a transfer, the other party shall have the pre-emptive right of purchase. 

Increase or transfer of registered capital of the Joint Venture Company shall be 

subject to the unanimous adoption of the Board of Directors and approval by the 

B 
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original examination and approval authority. and the Joint Venture Company ~hall 

process the formalities of registration of change \Vith the original registration 

authority. 

Chapter 4 Board of Directors 

Article 18: The Joint Venture Company shall have a Board of Directors which 

shall be the highest authority of the Joint Venture Company. 

Article 19: The Board of Directors makes decisions on all major issues of the 

Joint Venture Company, and its duties and functions are as follows: 

• decide on and approve important reports submitted by the general manager 

(such as production planning, annual business report, capital, bonowings, 

etc.); 

• approve the annual financial report, income and expense budget, and 

annual profit distribution scheme; 

• formulate important regulations and systems of the Company; 

• decide the appointment of senior officers sucl1 as general manager, chief 

engineer, chief accountant, auditor, etc. 

• take charge of the liquidation work of the Joint Venture Company upon its 

termination and expiration; 

• other important matters which shall be decided by the Board of Directors. 

Article 20: The Board of Directors shall be composed of seven directors. Three 

of the directors shall be appointed by Party A and four of the directors by Pat1y B. 

The term of office of the directors shall be 3 years and is renewable upon 

re-appointment. 

Article 21: The Board of Directors shall have a chairman appointed by Party B 

and a vice-chairman appointed by Party A. 

Article 22: When appointing or replacing candidates of directors, Party A and 

Party B shall inform the Board of Directors in writing. 

Article 23: Meetings of the Board of Directors shall be held once a year. Upon 
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the proposal of more than one-third of the directors. interim meetings may be 

convened. 

Article 24: In principle, meetings of the Board of Directors shall be held in the 

domicile of the Joint Venture Company. 

Article 25: Meetings of the Board of Directors shall be called and presided over 

by the chairman. During the absence of the chairman, the meetings shall be called and 

presided over by the vice-chairman. 

Article 26: The chairman shall inform all the directors in writing of the agenda, 

time, and venue of the board meeting at least 2 weeks prior to the meeting. 

A quorum of the board meeting shall be constituted when over two-thirds of all 

the directors are present at the meeting. Otherwise, the resolutions passed shall be null 

and void. 

Article 27: Should a director be unable to attend a Board meeting for any 

reason, he may authorize in writing a proxy to attend the meeting. If a director does 

not attend a Board meeting and fails to appoint a proxy to attend on his behalf, he 

shall be deemed to have forfeited his rights. 

Article 28: Detailed minutes shall be recorded in writing for Board meetings 

and shall be signed by all the attending directors; and if the meeting is attended by a 

proxy, the minutes shall be signed by the proxy. The minutes shall be recorded in 

Chinese and shall be kept by the Company. 

Article 30: Resolutions on the following issues shall only be made subject to 

the unanimous adoption by the directors attending a Board Meeting: 

1. Amendments to the Articles of Association of the Joint Venture Company; 

2. Termination and dissolution of the Joint Venture Company; 

3. Increase and transfer of the registered capital of the Joint Venture Company; 

4. Important economic activities of the Joint Venture Company such as 

constructing a new project and merger with other economic entities. 

Article 31 Resolutions on other matters may be adopted by simple majority. 
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Chapter 5 Business l\tlanagement Organisation 

Article 32: The Joint Venture Company shall set up a business management 

organisation which has several management departments thereunder. 

Article 33: The Joint Venture Company shall have a general manager who is 

nominated by Party A and two deputy general managers who are nominated by both 

Parties. Both the general manager and two deputy general managers shall be 

appointed by the Board of Directors. 

Article 34: The general manager shall be accountable to the Board of Directors 

directly and execute the various resolutions of the Board of Directors, organise and 

lead the day-to-day production, technical and operation management work of the Joint 

Venture Company. The deputy general managers shall assist the general manager in 

his duties. During the absence of the general manager, the deputy general managers 

shall exercise the general manager's duties on his behalf. 

Article 35: The term of office of the general manager and deputy general 

managers shall be 3 years and is renewable upon re-appointtnent. 

Article 36: Upon appointment by the Board of Directors, the chairman and 

vice-chairman of the board may concutTently serve as the general manager, deputy 

general managers, and other senior officers of the Joint Ve11ture Company. 

Article 37: The general manager and deputy general managers shall not serve 

concurrently as general manager or deputy general manager of other economic entities 

and shall not participate in other economic entities' acts of commercial competition 

against the Joint Venture Company. 

Article 38: The Joint Venture Company shall have a chief engineer, chief 

accountant. and auditor, who shall be appointed by the Board of Directors. 

Article 39: The chief engineer, chief accountant, and auditor shall be under the 

leadership of the general manager. 

Article 40: When the general manager, deputy general managers, chief engineer, 

chief accountant, auditor, and other senior officers tender resignations, a written report 

shall be submitted to the Board of Directors in advance. 
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\Vhere any of the aforesaid individuals conducts graft or commits ~erious 

dereliction of duty. they may be dismissed at any time upon resolmion of the Board of 

Directors. [n case of violation of the criminal law. they shall be investigated for 

criminal responsibility according to law. 

Chapter 6 Finance and Accounting 

Article 41: The Joint Venture Company's financial and accounting system shall 

be handled in accordance with the provisions of the relevant financial and accounting 

system formulated by the Ministry of Finance of the People's Republic of China. 

Article 42: The accounting year of the Company shall follow the Gregorian 

calendar year system, i.e. an accounting year starts from l January and ends on 31 

December. 

Article 43: All vouchers, accounting books and statements of the Joint Venture 

Company shall be written in Chinese. 

Article 44: The Joint Venture Company shall use Renminbi as the cUtTency for 

accounting entries. Conversion between Renminbi and other cunencies shall be based 

on the exchange rate armounced by State Administration of Foreign Exchange of the 

People's Republic of China. 

Article 45: The Joint Venture Company shall open a Renminbi account and 

foreign cmTency account with the Bank of China or any other bank. 

Article 46: The Joint Venture Company shall adopt the intemationally and 

generally accepted accrual basis and debit/credit bookkeeping method. 

Article 47: The financial and accounting books of the Joint Venture Company 

shall record the following contents: 

1. All cash revenues and expenses of the Joint Venture Company; 

2. All material purchases and sales of the Joint Venture Company; 

3. The Joint Venture Company's registered capital and liabilities; 

4. The date of contribution, increase and transfer of the registered capital of 

the Joint Venture Company; 

Article 48: The Finance Department of the Joint Venture Company shall 
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prepare the balance sheet and income statement of the preceding accounting year 

during the first t\VO months of every accounting year. which shall be submitted to the 

Board of Directors for approval in the board meeting. 

Article 49: Both parties to the Joint Venture Company shall have the right to, at 

their own expense, hire auditors to inspect the accounting books of the Joint Venture 

Company. The Joint Venture Company shall provide convenience at the time of 

inspection. 

Chapter 7 Profit Distribution 

Article 50: The Joint Venture Company shall comply with the provisions of the 

the Profit Tax Law of the People's Republic of China for Foreign-Funded Enterprises 

and Foreign Enterprises and let the Board of Directors decide the depreciation term of 

its fixed assets. 

Article 51: The handling of all foreign exchange matters of the Joint Venture 

Company shall be handled in accordance with the Foreign Exchange Control 

Regulations of the People's Republic of China and its relevant stipulations. 

Article 52: The Joint Venture Company shall withdraw from the after-tax 

profits to provide funding for the reserve fund, enterprise development fund, staff 

bonus and welfare fund. The withdrawal ratio shall be determined by the Board of 

Directors according to the business conditions of the prevailing year. 

Article 53: After the Joint Venture Company has paid the profit tax according to 

law and withdrawn the various funds, the remaining profit shall be distributed 

according to the ratio of: 47% for Party A and 53% for Party B. 

Article 54: The Joint Venture Company shall distribute profits once a year. It 

shall announce the profit distribution scheme for the previous accounting year and the 

profit amount distributable to the Patties within the first two months of the following 

year. 



Chapter 8 Employees 

Article 56: Recruitment, employment, dismissal, resignation, wages, welfares. 

labour protection, labour discipline, etc. of the employees of the Joint Venture 

Company shall comply with the Labour 1'-'lanagement Provisions for Chinese-Foreign 

Equity Joint Ventures of the People's Republic of China and its implementation 

measures. 

Atticle 57: Employees required for the Joint Venture Company may be 

recruited openly first among the existing staff members of Party A. Alternatively, the 

same may be recommended by the local labour department or, subject to the consent 

of the labour department, recruited openly by the Joint Venture Company by selecting 

the best and qualified candidates. 

Article 58: Employees recruited by the Joint Venture Company shall all follow 

the contract system in which the Joint Venture Company shall sign employment 

contracts with the employees. 

Article 59: The Joint Venture Company shall have the right to impose 

disciplinary actions on employees who have violated the regulations and labour 

disciplines of the Joint Venture Company, giving them warnings, recording their 

demerits, and reducing their salaries. Such employees may be dismissed in case of 

serious offences. Dismissal of employees shall be reported to Party A or the local 

labour department for record. 

Article 60: The wages and remuneration of employees shall be decided by the 

Board of Directors with reference to the relevant stipulations of the People's Republic 

of China and in consideration of the relevant conditions of the Joint Venture Company, 

and shall be specified in the employment contract accordingly. 

Following the development of production and operation of the Joint Venture 

Company and the enhancement of the employees' business abilities and technical 

level, the Joint Venture Company shall increase the employees' wages on a yearly 

basis. 

Article 61: Issues such as employees' welfare, bonus, labour protection, 

h 
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occupational safety. and insurance shall be stipulated respectively in the \ arious 

systems of the Joint Venture Company so as to ensure that the employees are engaged 

in production and working under normal conditions. 

Chapter 9 Trade Union Organization 

Article 62: Employees of the Joint Venture Company shall have the right to set 

up a trade union organization and launch trade union activities as stipulated in the 

Laws on Trade Unions of the People's Republic of China. 

Article 63: The Joint Venture Company shall appropriate a monthly amount 

equivalent to 2% of the actual total wages of the employees for the expenditure for the 

trade union. The trade union of the Joint Venture Company shall make use of the 

said funding according to the Measures for the Administration of Trade Union 

Expenditures formulated by the China National Trade Union Federation. 

Chapter 10 Term, Termination, and Liquidation 

Article 64: The joint venture term shall be 30 years, commencing from the date 

of issuance of the Business License. 

Article 65: If Party A and Party B both agree to extend the term of operation, 

subject to the decision of the Board of Directors by resolution, the term of the Joint 

Venture Company may be extended by submitting an application to the original 

examination and approval authority within six months prior to the expiry of the joint 

venture term. The extension shall be subject to the said approval and the formalities 

for the registration of alteration shall be completed with the original examination and 

approval authority. 

Article 66: In the event that Patty A and Party B unanimously believe that it is 

in the best interests of both Parties to terminate this Contract, this Contract may be 

terminated early. 

The early termination of the Joint Venture Company shall be subject to the 



decision of at! the directors in a meeting of the Board of Directors. and shall be 

reported to the original examination and approval authority for approval. 

Article 67: If any of the following circumstances occurs, either Party A or Party 

B shall have the right to terminate this Contract pursuant to law: 

1. The term of this Contract expires and either of the joint venture parties does 

not agree to continue the operation: 

2. The Company has incurred serious losses and is unable to continue 

operation; 

3. Either patty to the joint venture fails to perform the obligations stipulated in 

this Contract, making it impossible for the enterprise to continue operation; 

4. Heavy losses have been suffered as a result of natural calamities, wars or 

other force majeure, making it impossible to continue operation; 

5. The enterprise fails to reach its business objectives and there are no 

prospects for development. 

Article 68: When the term of the joint venture expires or is terminated 

prematurely, the board of directors shall propose the procedures and principles of 

liquidation and the candidates of the liquidation committee, and form a liquidation 

committee to liquidate the property of the Joint Venture Company. The land use 

right and the right to use the forest land concemed originally contributed by Party A as 

investment shall be beyond the scope of liquidation, and shall be turned over to Party 

A without consideration upon expiry or premature termination of the term of the joint 

venture. 

Article 69: The tasks of the liquidation committee are to take comprehensive 

inventory of all property, claims. and debts of the Joint Venture Company, prepare a 

balance sheet and a catalogue of property, and formulate a liquidation plan for 

submission to the board of directors for adoption and implementation. 

Article 70: During the liquidation, the liquidation committee shall sue and shall 

be sued on behalf of the Company. 

Article 71: The costs of liquidation and the remuneration of the liquidation 

committee members shall be paid out of the existing property of the Joint Venture 

Company. 
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Article 72: After full settlement of the debts of the Joint Venture Company by 

the liquidation committee. the remaining property shall be distributed between Party A 

and Party 8 in proportion to their respective actual contributions to the registered 

capital. 

Article 73: Upon completion of the liquidation, the Joint Venture Company 

shall submit a report to the examination and approval authority, go through the 

procedure for cancellation of registration with the original examination and approval 

authority, sunender its business license, and also make a public announcement 

thereof. 

Article 74: After closure of the Joint Venture Company, all of its accounting 

books shall be retained by Party A. 

Chapter 11 Rules and Regulations 

Article 75: The rules and regulations formulated by the Joint Venture Company 

include the following: 

L Operation and management system, which includes the duties, power and 

work procedures of the various management departments thereunder; 

2. Rules for the employees; 

3. Employees' punctuality, attendance, promotion, incentive and penalty 

systems; 

4. Employees' welfare system; 

5. Financial system; 

6. Liquidation procedures upon the dissolution of the Company; 

7. Other required rules and regulations. 

B 
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Chapter l2 Supplementary Provisions 

Article 73: Amendments to these Articles of Association shaH be subject to the 

unanimous adoption by the Board of Directors by way of resolution and submitted to 

the original examination and approval authority for approval. 

Article 74: These Articles of Association shall be written in the Chinese 

language. 

Article 75: These Articles of Association shall take effect only after approval by 

the Ministry of Foreign Trade and Economic Cooperation (or the examination and 

approval authority appointed by the Ministry). The same approval is required in case 

of amendments. 

Article 76: These Articles of Association were signed by the legal 

representatives of Patty A and Party B on 8 December 1993 in Zhangjiang, 

Guangdong Province, China. 

Party A: 

[chopped: State-Owned Leizhou 
Forestry Bureau Chrna] 

Representative: [signed] 

(Signature, Chop) 

Party 8: 

[chopped: Sino-Wood Partners, 
Limited] 

Representative: [signed/ 

(Signature, Chop) 
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This is Exhibit "M" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swom before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Document of Zhanjiang Committee of 

Foreign Trade and Economic Cooperation 

Zhan Wai Jing lVIao Zi Pi Zi [1999] No. 88 

Reply concerning preliminary approval on reduction of 

total investment and registered capital of Zhanjiang 

Leizhou Eucalypt Resources Development Co., Ltd. 

Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd.: 

We have received your application and resolutions of board of 

directors. Given the actual conditions of yom· company and after 

deliberation, we preliminarily allow your company to reduce the total 

investment from US$25 million to US$2.00 million and reduce the 

registered capital ft·om US$10 million to US$1.40 million. After you receive 

this document, please inform the creditor within 10 days and make public 

announcements on newspapers above provincial level for at least three 

times within 30 days. Thereafter, we shall decide whether to approve or not 

after receiving your company's announcement certificate and relevant 

data on debt paying or debt assurance. 

Best regards 

[chopped: Zhanjiang Committee of Foreign 

Trade and Economic Cooperation] 

28 December 1999 

Cc: Foreign Capital Management Department of the Committee 

H 
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This is Exhibit "N" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Business Licence of 
Enterprise Legal Person 

of the People's Republic of China 

(Copy) 

Registration No.: Qi Du Yue Zhan Zong Fu Zi No. 000571 

This Business License shall be subject to annual inspection 

from I January to 30 April each year withoUL funher notice. 

The enterprise shall have the qualification of a 

legal person and be allowed to operate business upon 

approval and registration. 

Company name 

Address 
Type of business 
Business scope 

Registered capital 
Chairman 
Vice Chairman 
General Manager 
Deputy General 
Manager 
Branches 

... -·-- .. ··--····· -- ·- --..... -- .. ----···-
No. ~0~~02 

(Chinese) n\l:l'ill Hlt'i.(f,~j ~1: ¥J~(/X.Jt( (fIll~~~ 11j 

(English) Zhanjiang Leizhou Eucalypt Resources 
Development Co., Ltd. 

159 Fifth Haidian Road, Zhanjiang 

Solely funded (with Hong Kong investment) 

Silviculture, wood processing, production and 
sale of woodwork and forest chemical products 
US$1.40 million 
Chen Deyuan 

Pan Jiajie 

Chen Huiling 

Operation term: From 29 January 1994 to 28 January 2024 

Validity period of the original business licence: From 12 April :woo to 2~ 
January 2024 

Wang Zhongfu, Director of State Administration for 
Industry & Commerce of the People's Republic of China 

[chopped: State Administration for Industr·y & 
Commerce of the People's Republic of China I 

12 April 2000 

This Copy shall be valid until II April 200! 
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This is Exhibit "0" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swom before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD cmiEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Resolutions of Board of DirectOJrs of 
Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 

3 June 1998 

Given the actual current situation, all directors unanimously agree on State-Owned 
Lcizhou Forestry Bureau's withdrawal from Zhanj iang Leizhou Eucalypt Resources 
Development Co., Ltd. Meanwhile, all directors unanimously agree on the following 
resolutions: 

l. Returning to Leizhou Forestry Bureau the assets (converted into an agreed 
monetary sum) invested in "Zhanjiang Leizhou Eucalypt Resources 
Development Co., Ltd." by Leizhou Forestry Bureau. The Joint Venture 
Company may be solely operated by Sino-Wood Partners, Limited or operated 
with another partner. 

2. Leizhou Forestry Bureau shall return the monies it owes the Joint Venture 
Company to the Joint Venture Company in a planned manner. 

3. Workers of the Chinese party who works at the Joint Venture Company shall in 
principle go back to their original posts. 

4. Salaries of workers in the Joint Venture Company shall not be calculated after 
the end of May 1998. 

5. After these resolutions are approved by the original examination and approval 
authority, the creditor's rights, debts of the Joint Venture Company and all 
expenses incutTed after the company's establishment shall have nothing to do 
with Leizhou Forestry Bureau (which has withdrawn from the joint venture) and 
shall be borne by the Joint Venture Company. 

Signature of Chaitman 
(signed} 

Signature of Vice-Chairman 
[signed] 

Signatures of directors 
[5 signatures} 
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This is Exhibit "P" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th clay 

of February 2012. 

A Notary Public 

COLIN BERNARD CQ;IEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Yuexi Certified Public Accountants 

Yue Xi Kuai Yan Zi [ 1995] No. 185 

Capital Verification Report 

Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 

As entrusted by your company, Yuexi Certified Public Accountants has 

checked and verified owner's equity and relevant assets and liabilities as of 31 

October 1995 of Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 

in accordance with Law of the Peoples Republic of China on Chinese-Foreign 

Joint Ventures, Regulations of the Peoples Republic of China on Financial 

1\llanagement of Enterprises with Foreign Investment, Document Zhan Jing 

Mao Pi Zi (1994) No. 021 of Zhanjiang Committee of Foreign Trade and 

Economic Cooperation conccming Articles 10-ll of Chapter 2 of Atticlcs of 

Association of "Zhanjiang Leizhou Eucalypt Resources Development Co., 

Ltd.", an Equity Joint Venture, and Capital Venfication Rules for Certified 

Public Accountants (Trial). 

After check and verification, it is confirmed that the amount of capital 

invested by Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. as 

of 31 October 1995 is: RMB95,481,503.29; US$1,000,000.00, which is 

equivalent to RMB8,699,300 (foreign ctmency exchm1ge rate: 1 :8.6993). The 

total capital invested is RMB 104,180,803.29 and the retained earnings is 

RMB-8,709, 107.28. So the total owner's equity of your company is: ninety 

five million four hundred and seventy one thousand six hundred and ninety six 

yuan and one cent. 

According to the stipulations of Articles I 0-11 of Chapter 5 of the 

B 
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Contract for the Establishment o{ Zlwnjiang Lei:)zou Eucalypt Resources 

Development Co .. Ltd .. an Equity Joint Venture. State-Owned Leizhou Forestry 

Bureau (Party A) shall invest USS ll. 75 million. accounting for 4 7Cfc of the total 

investment. 

Sino-Wood Partners. Limited (Party 8) shall invest US$13.25 million, 

accounting for 53% of the total investment. 

Actual investment: 

Pat1y A has invested RMB95,481,503.29, equivalent to USS 1 L640,000 

and accounting for 46.56% of the total investment. 

Party 8 has invested US$1,000,000, equivalent to RMB8,699.300 and 

accounting for 0.04% of the total investment. 

Total assets related to owner's equity of the owner of the company are: 

RMB95,528, 198.10; and the total liabilities are RMB56,502.09. For details, 

please refer to the attached Verification of Owner's Equity. Assets and 

Liabilities and Venfication Process of Owner's Equity. Assets and Liabilities as 

of 31 October 1995. 

Yuexi Certified Public Accountants 

[chopped: 

Yuexi Certified Public Accountants 

Special Chop for Capital Verification] 

Address: 4 Lingnan Road, Xiashan 

District, Zhanjiang 

Certified Public Accountant: 

[chopped: 

Certified Public Accountant 

Chen Lin] 

16 November 1995 
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Verification Process of Owner's Equity, Assets and Liabilities 

J 1 October /995 

Yue Xi Kuai Yan Table 2 Name of the company inspected: Currency unit: 

Zhanjiang Leizhou Eucalvpt Resources Development Co .. Ltd. R.i\ilB . 

Item Line 
I 

I 
Paid-Up Capital (Capital) i I 
Actual Receipt of Capital: Chinese 2 
Party (Party A) 

Foreign Party (Party B) 3 
4 

5 
Total 6 
Accumulated Fund 7 
Interests-type Fund 8 

Savings Fund 9 
Enterprise Development Fund 10 
Undistributed Profits II 

Total Owners' Equity 12 

Monetary Fund 13 

~$/1 Receivables and 14 
lJ.l:-' I prepayments 
::.::W 

Inventory 15 ~~ 
B-< Other current assets 16 

:/') Total of Current Assets 17 '-
~ 

Long-Term Investment 18 (/) 
:/') 

< 4!(/) Fixed Assets 19 
t-

20 QLLl Projects under 
LI..l~ Construction ~-< (/) Intangible Assets and 21 

Other Assets 
Total Assets 22 

:/') Current Liabilities 23 
!::9 Including: liabilities-type funds 24 
'-;:..... 

25 :::l Undistributed Profits 
ca 

Long-Term Liabilities 26 
==i - Total Liabilities 27 
Prepared by: Yuexi Certified Public Accountants 
[chopped: 
Yuexi Certified Public Accountants 
Special Chop for Capital Verification] 

Numbers confirmed I Explanation 
Numbers Percentage 
reported Amount specified in 

the contract 

95,481.503.29 95,48/,503.29 47 

8,699,300.00 8,699,300.00 53 

I 04, 180,803.29 104,180,803.29 100 

. 8,709,107.28 - 8,709,/07.28 

95,471.696.01 95,47/,696.01 

6/8,158.16 618,158./6 

2. 746,590.68 2, 746,590.68 

9,000.00 9,000.00 

5,328,296.48 5,328.296.48 

8, 702,045.32 8, 702,045.32 

I 0,338,816.7 3 10.338,816.73 

76,487,336.05 76,487,336.05 

95,528,198.10 95,528,198.10 

56,502.09 56,502.09 

56,502.09 56,502.09 

Signature and seal of certified public accountant: 
[chopped: 
Certified Public Accountant 
Chen Lin] 

! 

i 

Actual 
!of calculation 
i and 

percentage I confirmation 

I 
46.56 I 

I 
0.04 

46.6 

I 

I 
I 

I 
Signature and seal of the 
company inspected: 
[chopped] 

2.01 



Verification of Owner's Equity, Assets and Liabilities 

Yue Xi Kuai Yan Table I 

31 Ocrober 1995 
Name of the company inspected: 

Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 
Numbers 

Item Line Item 
confirmed 

Owner's equity (registered capital: US$10 million) I Ass~ts 

I Invested funds (capital) 2 Current Assets 

The Chinese party (Party A): 3 95.481.503.29 Monetary Fund 
Swte-Owned Leizhou Forestry Bureau 

The foreign party (Party B): 4 8.699.300.00 Receivables and prepayments 
Sino- Wood Parmers, Limiied 

5 Inventory 

6 Other current assets 

7 Total of Current Assets 

8 Special assets 

t) Long-Term Investment 

10 Fixed Assets 

II Projects under Construction 

12 Intangible Assets and Other Assets 

Accumulated funds 13 Total Assets 

Equity funds 14 Liabilitie:s 

Undistributed protlts (equity) 15 -8.709.107.28 Current Liabilities 

16 Including: liabilities-type funds 
-·-····-

Currency unit: RMB 

--· ··-····-- ··---··-

Line Numbers 
confinm:J 

----··---·-
21 

----·-·~--

22 ___ .__'"_ 

23 618.158./(J 

········-

24 2. 7-16.5<){).68 

--
25 (). (){){). (}{) 

-·-··-

26 5.328.J.'J6.-t8 
··--

27 8. 702. 'J-/5.32 
----

28 
--

2t) 
··----·····--····· 

30 /IU38.8/(J.7.i -···--· _____ .. __ 
31 

·-··-···· --·····--·· 

32 76 . ..J87 .. UfJ.U5 
.......... _ f--........... 

33 Y5.528. N8./ IJ .. 

34 
·-· ·--· ----· ·-

35 5(>.502.1N 
--·- ·-·- ---··--

36 
~-·- ----·--

17 Undistributed Profits( Liabilities Pans) 37 

Total of owner's equity 

Prepared by: Yuexi Certitied Public Accountants 
[chopped: 
Yuexi Certified Public Accountants 
Special Chop for Capital Verification] 

--·------·-
I~ Long-Term Liabilities 3X 

19 

20 71.471.6Y6.01 Total of Liabilities 

Signature and seal of certified public accountant: 
[chopped: 
Certified Public Accountant 
Chen Lin] 

---··-·- ... - ......... _ 
3t) 

----.. ----···--·--
40 5o.5ul.m 

-··--· .. ··--· 
Signature and seal of the company inspected: 
[chopped] 

['..) 
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This is Exhibit "Q" mentioned and refened to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 20 12. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Yuexi Certified Public Accountants 
Audit Report 

Yue Xi Kuai Shen Zi ( 1997) No. 014 

Zhanj iang Leizhou Eucalypt Resources Development Co .. Ltd.: 

We have upon your appointment audited your balance sheet as at 31 December 
1996 and your statement of changes in financial position for the year then ended. You 
are responsible for the aforesaid financial statements while our responsibility is to 
provide audit opinions on the said financial statements. Our audit work is conducted 
in accordance with Chinas Independent Auditing Standards. In the audit process, we 
implemented the audit procedure we deemed necessary. including spot-check of 
accounting records, in the light of your actual situation. 

Upon investigation, we found that both Parties did not clearly specify the 
ownership of sales income of wood chips in Longmen Forest Farm. Therefore, the 
RJ.VlB5,871 ,331.00 (RlvlB l, Ill ,331.00 in 1994, and Rl\ilB4, 760,000.00 from January 
to June 1995) management fee transferred by you to Longmen Forest Farm shall be 
offset. Meanwhile, the Rl\ilB II ,246, 177.48 material cost for producing wood chips in 
the item of inventory shall be stated as forest asset, and the RMB 1,739,850.00 for the 
use of site shall be included into the item of intangible asset. 

We are of the opinion that, except for the above matters to be adjusted, your 
accounting statements comply with Accounting Standards for Business Enterprises 
and Accounting System for Business Enterprises with Foreign Investment, and in all 
material aspects give a fair view of your financial position as at 31 December 1996 
and your cash flow for the year then ended, and you have been consistent in your 
selection of accounting methods. 

Yuexi Certified Public Accountants 
[chopped: 
Yuexi Certified Public Accountants] 

Address: 4 Lingnan Road, Xiashan District, 

Zhanj iang City, Guagdong 

Accounting statements prepared by your company: 

I. Balance sheet as at 31 December 1996 

Chinese CPA: 
(chopped: 
Certified Public Accountant 
Chen Riqing] 

3 February 1997 

2. Statement of changes in financial position in 19956 
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Balance Sheet 
[chopped] 

l\iarn~ of ~nt~rpris~: 

[chopped: Yuexi Certified Public Accountants] 

Kuai Wai Tabk 0 I 

Zhanjian~ L~izhou Eucalvpt R~sources Developrnelll Co .. Ltd 
~ 

31 December 1996 Unit: R.\!B 
Opening I Ending b~tlunce I Line 

Opening I Ending J Assets Line Liabilities and owners' equity I 
balance ' balance balance 

Current assets: 17.684.034.12 19A50.288.78 Current liabilities: ! 200.742.69 2.696.114..10' 
Cash I 1.269.57 2.767.90 Short·tenn loan 42 
Bank deposit 2 619.418.12 360.618.61 Notes payable 43 
Reserv~ fund 3 Accounts payable 44 I 
Securities 4 Salaries payable 45 38.-167.21 60.-107.56' 
Notes receivable 5 Taxes payable -16 1.500.00 1.500.00. 
Accounts receivable 6 i Dividends payable I -17 
Less: provision for bad debts 7 Advance receipts for ooods -18 
Advance pavments 8 Transactions between subsidiaries 49 
Transactions between subsidiaries 9 394.684.00 Other accounts payable 50 160.775.48 2.63-1.206.84 
Other receivables 10 2. 760.804.95 -1.323.930.99 Accrued expenses 51 
E.xpenses to be am011ized II Staff bonus and welfare 52 
Inventory 12 I 3,004.027.48 13.004.027.48 Long-tetm liabilities maturing within 53 

one year I 
Less: Provision for loss on 13 Other current liabilities 54 
realisation of inventory 
lntemal transactions I-I 903.830.00. 1.758.943.80 Total current liabilities 55 200.742.69 2.696.114.40 
Long-tem1 investments maturing 15 Long-term liabilities: 0.00 0.00 
within one year 
Other curTent assets 16 Long-tem1 loan 56 

Total current assets 17 17.684.034.12 19.-150.288.78 Corporate bonds payable 57 
Long-term investments: 0.00 0.00 Corporate bond premium (discourlt) 58 

Long-tem1 investments 18 0.00 Accounts payable for more than one 59 
year 

Funds to branches 19 Total long-term liabilities 60 0.00 0.00 
Accounts payable tor more than 20 Other liabilities: 
one year 

Fixed assets: I 0.329.622.61 i I 0.306.253. 75 Exchanoe oain durin a stan-up period 61 
01iginal cost of tixed assets 21 10.382.494.79 10.396.-124.79 Deferred investment eamin.gs 62 
Less: cumwlativc depreciation 22 52.872.18 90.171.04 Deferred tax credit 63 
Net value of tixed assets 23 10.329.622.61 10.306.253.75 Other deferred credits 6-l 
Original cost of fixed assets 24 Exchange gains to be written off 65 
acquired under finance lease 
Less; Accumulated depreciation 25 Total other liabilities 66 0.00 0.00 
of assets leased 
;>.let value of tixcd assets acquired 26 0.00 0.00 Total liabilities 67 200.742.69 2.696.11-l.-10 
under finance leases 
Disposal of fixed ass<!ts 27 Owners' equity: 

Forest assets: 18.454.766.52 18.45-1.766.52 Total capital (USD2S million) 
Forest assets 28 18.454.766.52 I 8.454.766.52 Paid-up capital (USD I million) 68 104.180.803.29 I 04.180.803.29 

Intangible assets: 56.505,110.00 56.505.110.00 Including: Investments of Chinese 69 95.481.503.29 95.481.503.29 
party 

Site use right 29 56.505.110.00 56.505.110.00 Investments of foreign pany 70 8.699.300.00 8,699.300.00 
(USDI million) 

Industrial property rights and 30 Less; investment repaid 71 
patent technoloaies 
Other intanaible assets 31 Capital reserve n 

Total intangible assets 32 56.505.110.00 56.505.110.00 Funds from head oftice 73 
Other assets: 1.408.012.73 2.160.498.64 Reserve fund 74 
Organization cost 33 1.288.500.48 2.048.372.53 Corporate development fund 75 
Exchange loss during start-up 34 119.512.25 112.121.11 Protit capitalised on retum of 76 
period investment 
Defe1Ted investment losses 35 Protit for the current year 77 
Deferred tax debit 36 Undistributed profits 78 
Other deferred expenses 37 Currency translation difference 79 
Exchange losses to be written off 38 
Other deferred debits 39 

Other assets 40 IA08.012.73 2.160.498.64 Total owners' equity 80 I 04.180.803.29 I 04.180.803.29 
Total assets 41 104,381.545.98 I 06.876.917.69 Total liabilities and owners' equity 81 I 04.381.545.98 I 06.876.917.69 

Notes: I. outsourced processing materia Is; 2. consigned commodities; 3. commodities held for others: 

4. discounts of notes receivable to be undertaken by the enterprise: 5. fixed assets underoperatin.g lease: 6. import tax paid this vear 
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Statement of Changes in Financial Position 
r chopped] 

:\arne ot' enterprise: 
Zhanjian~ Leizhou Eucalypt Resources Development Co .. Ltd. 

~ 

Source and use of current fund Line · .-\mount 
I. Source of current fund 
l. Profit for the current year I 

Add: Expenses and losses not affectin" cutTent fund . 
( I ) Depreciation of t1xed assets 2 37.298.86 
( 2J Amortisation of intangible assets and other assets 3 I 

(less: amortisation of other liabilities) I 
( 3 l Less: fixed assets inventory shorts f less: inventory .j i 
surplus) I 
1-IJ Loss from disposal of lixed assets (less: "ains) 5 
( 5) Amortisation of premium on long term investments 6 

I <less: discount amortisation) 
(6) Discount amortisation of corporate bonds payable 7 i 
(less: discount amortisation) 
(7) Expenditure on donation of fixed assets 8 

Subtotal 9 37.298.86 
2. Other sources -
( l) Revenue from disposal of fixed assets (less: disposal 10 
expenses) 
(2) Realisation of long-term investments II 
(3) Investment translated into tixed assets 12 

( 4 l Decrease of intangible assets 13 
(5) Increase of long-term loans 14 
(6) Issue of corporate bonds 15 
(7) Increase of other liabilities 16 
(8) Increase of reserve fund and corporate development 17 
fund 
( 9) Capital increase 18 
( 1 0) !ncrease of capital reserve 19 
( II) Loss recovery 20 

Subtotal 21 0.00 
Total sources of current fund 22 37.298.86 

II. Use of current fund 
l. Profit distribution 
( I J Income ta.xes 23 
(2) Staff bonus and welfare 24 

( 3 l Reserve fund 25 
( 4 )Corporate development fund 26 
(5) Dividend 27 
(6) Profit capitalised on return of investment 28 
(7) Capital increase of enterprise [illegible! 29 

Subtotal 30 0.00 
2. Other uses 
( I l Increase of fixed assets 31 13.930.00 
(2) Increase of intangible assets and other assets 32 752.485.91 
(3) [ncrease of long-term investment 33 
( 4) Re_~>_ayment of long-term loans 34 
(5) Recovery of corporate bonds 35 
(6) Decrease of other liabilities 36 
(7) Repayment of owners' investment (with profit 37 
capitalised on return of owners' investments deducted) 
(8) Decrease of reserve fund and corporate development J8 
fund 

Subtotal 39 766.415.91 
Total uses of current fund 40 766.415.91 
Net increase of current fund -II [illegible] 

Correspondence relation of this table: 

[chopped: Yuexi Certified Public Accountants] 

Kuai \Vai [illegible I Table 03 

1996 Unit: R.v!B 
Change of various accounts of current fund Line I Amount 

I. Increase of current assets in the year I 

I. Cash 4~ 1.-198.33 
2. Bank deposits 43 -258.799.51 
3. Securities 44 
+. :'lotes receivable 45 

5 Accounts receivable -16 i 
: 

Less: Provision for bad debt 47 
6. Income tax prepaid -18 

7. Advance payment for goods -19 

8. Other receivables 50 2.023.555.84 
9. Expenses to be amortised 51 
I 0. Inventories 52 

Less: Provision for loss on 53 
change of inventory 

54 
55 
56 
57 
58 
59 
60 

61 
62 
63 
64 

Net increase of current assets 65 1,766.254.66 
II. [ncrease of current liability in the year . 

l. Shott -term loans 66 
2. Notespayable 67 
3 Accounts payable 68 
4 Salaries payable 69 [illegible] 
5. Taxes payable 70 
Dividends payable 71 
7. Advance receipts for goods 72 
8. Other payables 73 2.473.431.36 
9 Accrued e:tpenses 74 
10. StatT bonus and welfare 75 

76 
77 

78 
79 
80 
81 
82 

SJ 

8-1 
Net increase of current liabilities 85 [illeaible] 

Net increase of current fund 86 [illegible] 
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This is Exhibit "R" mentioned and refetTed to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAil 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Articles of Association 
of 

Zhangjiang Leizhou Eucalypt Resources Development Co., Ltd. 

Article 1 Jointly funded by Leizhou Forestry Bureau and 

Sino-Wood Partners. Limited. Zhangj iang Leizhou Eucalypt Resources 

Development Co., Ltd. was established as an equity joint venture upon 

approval of Zhanjiang Committee of Foreign Trade and Economic Cooperation 

in its document Zhan Jing Mao Zi Pi Zi ( 1994) No. 021 dated 28 January 1994. 

For various reasons, the Company has not been normally operated till now. 

According to the resolutions dated 3 June 1998 of the board of directors of 

Leizhou Eucalypt Resources Development Co., Ltd. and Document Lei Lin 

Han (1998) No. 25 dated 10 June 1998 of Leizhou Forestry Bureau, Leizhou 

Forestry Bureau agreed to withdraw from Leizhou Eucalypt Resources 

Development Co., Ltd., and Sino-Wood Partners, Limited agreed to return to 

Leizhou Forestry Bureau all its capital contributions and rights and obligations 

in Leizhou Eucalypt Resources Development Co., Ltd. After the withdrawal of 

Leizhou Forestry Bureau, Zhanjiang Leizhou Eucalypt Resources Development 

Co., Ltd. was changed from a Chinese-Foreign equity joint venture to a 

Foreign-Funded Enterprise wholly funded by Sino-Wood Partners, Limited. 

These Articles of Association are formulated in accordance with Law of the 

People's Republic of China on Foreign-Funded Enterprises and the 

implementation rules thereof. 

Article 2 Name of the Foreign-Funded Enterprise: Zhanjiang 

Leizhou Eucalypt Resources Development Co., Ltd. (the Foreign-Funded 

Enterprise). 

Legal address of the Foreign-Funded Enterprise: 159 Fifth Haidian 

Road. 

Article 3 Investor of the Foreign-Funded Enterprise: Sino-Wood 

Partners, Limited 

Legal address: Room 1409, Great Eagle Centre, 23 Harbour Road, 

Wan Chai, Hong Kong 

Atticle 4 The Foreign-Funded Enterprise is a company with limited 

liabilities. 
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Article 5 The Foreign-Funded Enteqxise is a PRC legal person. 

\vhich shall be governed and protected by PRC laws and all its activities shall 

comply with the PRC laws. statutes and relevant regulations. 

Chapter 2 Objective and Business Scope 

Article 6 Objective of the Foreign-Funded Enterprise: To develop 

and manage forestry business in China. 

Article 7 Business scope of the Foreign-Funded Enterprise: 

Silviculture, wood processing, production and sale of wood and forest chemical 

products. 

Article 8 Manufacturing scale of the Foreign-Funded Enterprise: 

Forest of 8,000 hectares, and an annual output of about US$2 million in terms 

of wood processing. 

Article 9 The products of the Foreign-Funded Enterprise are sold in 

equal proportion on domestic and overseas markets. 

Chapter 3 Total Investment and Registered Capital 

Article 10 The total investment of the Foreign-Funded Company 

shall be US$25 million. 

Article ll The registered capital of the Foreign-Funded Company 

shall be US$1 0 million. 

Article 12 The capital of the Foreign-Funded Company shall be 

wholly funded by Sino-Wood Pattners, Limited, Hong Kong. 

Article 13 The capital of the Foreign-Funded Company shall be 

contributed in full within 12 months from the date of change of the business 

license of the Foreign-Funded Company, including the phase-one contribution 

of over 15% within the first 3 months. 

Article 14 During the term of operation, the Foreign-Funded 

Company shall not reduce its registered capital. 

Article 15 Increase of the registered capital of the Foreign-Funded 

Company shall be subject to the unanimous adoption of the Board of Directors 

and approval by the original examination and approval authority 

!;~ 
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Chapter 4 Board of Directors 

Article 16 The Foreign-Funded Company shall have a Board of 

Directors which shall be the highest authority of the Foreign-Funded Company. 

Article 17 The Board of Directors makes decisions on all major 

issues of the Foreign-Funded Company, and its duties and functions are as 

follows: 

l. decide on and approve important reports submitted by the general 

manager (such as production planning, annual business report, capital, 

bon·owings, etc.); 

2. approve the annual financial report, income and expense budget, 

and annual profit distribution scheme; 

3. approve important rules and regulations of the Foreign-Funded 

Company; 

4. decide on the establishment of branch office(s); 

5. amend the Articles of Association of the Company; 

6. discuss and decide on the cessation of production, termination 

(suspension) of the Foreign-Funded Company or merger with another 

economic entity; 

7. decide the appointment of senior officers such as general manager, 

chief engineer, chief accountant, auditor, etc. 

8. take charge of the liquidation work of the Foreign-Funded 

Company upon its tetmination and expiration; 

9. other important matters which shall be decided by the Board of 

Directors. 

Article 18 The Board of Directors shall be composed of three 

directors, all of whom shall be appointed by Sino-Wood Partners, Limited, 

Hong Kong. The term of office of the directors shall be 4 years and is 

renewable upon continuing appointment. 

Article 19 Regular meetings of the Board of Directors shall be 

convened at least two times a year. 

Article 20 Meetings of the Board of Directors shall be called and 

presided over by the chairman. During the absence of the chairman, the 

meetings shall be called and presided over by the vice-chairman. 

Article 21 The chairman shall inform all the directors in writing of 

the agenda, time, and venue of the board meeting at least 30 days prior to the 

lr'· 
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meeting. 

Article 22 Should a director be unable to attend a Board meeting for 

any reason. he may authorize in writing a proxy to attend the meeting. If a 

director does not attend a Board meeting and fails to appoint a proxy to attend 

on his behalf, he shall be deemed to have forfeited his rights. 

Article 23 A quorum of the board meeting shall be constituted when 

two-thirds of all the directors are present at the meeting. When the number of 

directors present does not reach two-thirds, any resolution passed shall be null 

and void. 

Article 24 Minutes of each Board meeting shall be properly prepared 

and signed by all the attending directors; and if the meeting is attended by a 

proxy, the minutes shall be signed by the proxy. The minutes shall be recorded 

in Chinese and shall be kept by the Foreign-Funded Company. 

Article 25 Resolutions on the following issues shall only be made 

subject to the unanimous adoption by the directors attending a Board Meeting: 

I. Amendments to the Articles of Association of the Foreign-Funded 

Company; 

2. Increase and transfer of the registered capital of the 

Foreign-Funded Company; 

3. Termination and dissolution of the Foreign-Funded Company; 

4. Merger of the Foreign-Funded Company with another economic 

entity. 

Article 26 Resolutions on any other matters beyond Article 25 shall 

only be made subject to the adoption by over 50% of the directors attending a 

Board Meeting: 

Chapter 5 Business Management Organisation 

Atticle 27 The Business Management Organisation of the 

Foreign-Funded Company shall have thereunder various departments such as 

production, technical, labour relations, and administration. 

Article 28 The Foreign-Funded Company shall have a general 

manager and a deputy general manager. Both the general manager and deputy 

general manager shall be appointed by the Board of Directors. 

Article 29 The general manager shall be accountable to the Board of 

Directors directly and execute the various decisions of the Board of Directors, 
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organise and lead the day-to-clay production. technical and operation 

management \Vork of the Foreign-Funded Company. The deputy general 

manager shall assist the general manager in his duties. During the absence of 
._. - - ...... 

the general manager, the deputy general manager shall exercise the general 

manager's duties on his behalf. 

A11icle 30 Decisions on important issues of the Foreign-Funded 

Company during its day-to-day operations shall be jointly signed by the general 

manager and deputy general manager before taking effect. Matters which 

required their joint signatures shall be specified by the Board of Directors. 

Article 31 The term of office of the general manager and deputy 

general managers shall be 4 years and is renewable upon re-appointment by the 

Board of Directors. 

Article 32 The chairman and vice-chairman of the Board of Directors 

of the Foreign-Funded Company may concunently serve as the general 

manager, deputy general manager and other senior officers of the 

Foreign-Funded Company. 

Atticle 33 The general manager and deputy general manager of the 

Foreign-Funded Company shall not serve concurrently as general manager or 

deputy general manager of other economic entities and shall not participate in 

other economic entities' acts of commercial competition against the 

Foreign-Funded Company. 

Article 34 The Foreign-Funded Company shall have a chief engineer, 

chief accountant, and auditor, who shall be appointed by the Board of 

Dit·ectors. 

Atticle 35 The chief accountant shall be responsible for leading the 

financial and accounting tasks of the Foreign-Funded Company and organising 

the Foreign-Funded Company in launching comprehensive costing control. 

The auditor shall take charge of the financial and auditing tasks of the 

Foreign-Funded Company, audit the income and expenditure accounts relating 

to the finances of the Foreign-Funded Company, and submit reports to the 

general manager and to the Board of Directors. 

Article 36 When the general manager, deputy general managers, 

chief engineer, chief accountant, auditor, and other senior officers tender 

resignations, a repmt shall be submitted to the Board of Directors in advance. 

Where any of the aforesaid individuals conducts graft or commits 

serious dereliction of duty, they may be dismissed at any time upon resolution 
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of the Board of Directors. In case of violation of the criminal la\v. they shall 

be investigated for criminal responsibility according to hl\v. 

Chapter 6 Finance and Accounting 

Article 37 The Foreign-Funded Company's financial and accounting 

system shall be handled in accordance with the provisions of the relevant 

financial and accounting system formulated by the Ministry of Finance of the 

People's Republic of China. 

Article 38 The accounting year of the Foreign-Funded Company 

shall follow the Gregorian calendar year system, i.e. an accounting year starts 

from I January and ends on 31 December. 

Article 39 All vouchers, accounting books and statements of the 

Foreign-Funded Company shall be written in Chinese. 

Article 40 The Foreign-Funded Company shall use Renminbi as the 

currency for accounting entries. Conversion between Renminbi and other 

cun·encies shall be based on the exchange rate announced by State 

Administration of Foreign Exchange of the People's Republic of China. 

Article 41 The Foreign-Funded Company shall open a Renminbi 

account and foreign curTency account with the Bank of China or any other bank 

in China. 

Article 42 The Foreign-Funded Company shall adopt the 

internationally and generally accepted accrual basis and debit/credit 

bookkeeping method. 

Article 43 The financial and accounting books of the Foreign-Funded 

Company shall record the following contents: 

1. All cash revenues and expenses of the Foreign-Funded Company; 

2. All material purchases and sales of the Foreign-Funded Company; 

3. The Foreign-Funded Company's registered capital and liabilities; 

4. The date of contribution, increase and transfer of the registered 

capital of the Foreign-Funded Company; 

Article 44 The Finance Department of the Foreign-Funded Company 

shall prepare the balance sheet and income statement of the preceding 

accounting year during the first 3 months of every accounting year, which shall 

be submitted to the Board of Directors for approval in the board meeting. 

Article 45 The Foreign-Funded Company shall comply with the 
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stipulations of the Pr(~flr Tax Law for Foreign-lm·ested Enterprises and Foreign 

Enterprises of' the People :1· Repuhlic of' China and its detailed rules for 

implementation. and the Board of Directors shall determine the depreciation 

period of its fixed assets. 

Article 46 The handling of all foreign exchange matters of the 

Foreign-Funded Company shall be handled in accordance with the Foreign 

Exchange Control Regulations of the Peoples Republic of China and its 

relevant stipulations. 

Chapter 7 Profits 

Article 47 The Foreign-Funded Company shall withdraw from the 

after-tax profits to provide funding for the reserve fund, enterprise development 

fund, staff bonus and welfare fund. The withdrawal ratio of the reserve fund 

shall not be lower than 10% of the after-tax profits, while the withdrawal ratio 

of the staff bonus and welfare fund shall be determined by the Board of 

Directors. 

Article 48: After the Foreign-Funded Company has paid the profit tax 

according to law and withdrawn the various funds, the remaining profit shall 

belong to the investors unless otherwise unanimously agreed by the Board of 

Directors. 

Chapter 8 Employees 

Article 49 Issues such as the recmitment, layoff, resignation, wages, 

welfare, labour insurance, labour protection, labour discipline of the employees 

of the Foreign-Funded Company shall be handled in accordance with the 

relevant labour laws and regulations of the People's Republic of China. 

Article 50 Employees required for the Foreign-Funded Company 

may be recommended by the local labour department or, subject to the consent 

of the labour department, recmited openly by the Foreign-Funded Company; 

however, all of them shall be hired by selecting the best candidates through 

examination. 

The Foreign-Funded Company shall hire employees in the territory of 

China, and the enterprise and employees shall enter into employment contracts 

pursuant to the laws and regulations of China. The employment contract shall 
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~pecify ~uch matters as the employment. resignation. remuneration. benefits. 

labour protection. and labour insurance. 

Article 51 The Foreign-Funded Company sl1all have the right to 

impose disciplinary actions on employees who have violated the regulations 

and labour disciplines of the Foreign-Funded Company. giving them wamings, 

recording their demerits, and reducing their salaries. Such employees may be 

dismissed in case of serious offences. Dismissal of employees shall be 

reported to the local labour department for record. 

Article 52 The wages and remuneration of employees shall be 

decided by the Board of Directors with reference to the relevant stipulations of 

the People's Republic of China and in consideration of the specific conditions 

of the Foreign-Funded Company, and shall be specified in the employment 

contract accordingly. 

Following the development of production and operation of the 

Foreign-Funded Company and the enhancement of the employees' business 

abilities and technical level, the employees' wages shall be increased 

appropriate! y. 

Article 53 Issues such as employees' benefits, bonus, labour 

protection, and labour insurance shall be stipulated respectively in the various 

systems of the Foreign-Funded Company so as to ensure that the employees are 

engaged in production and working under normal conditions. 

Chapter 9 Trade Union Organization 

Atticle 54 Employees of the Foreign-Funded Company shall have the 

right to set up a trade union organization and launch trade union activities as 

stipulated in the Laws on Trade Unions of the Peoples Republic of China. 

Article 55 The trade union of the Foreign-Funded Company 

represents the interests of the employees. Its roles are: to protect the 

employees' democratic rights and material benefits according to the law; to 

assist the Foreign-Funded Company in the an·angement and the reasonable use 

of the welfare and incentive funds; to organise the employees to leam politics, 

business, science and technical knowledge; to launch artistic and sports 

activities; and to educate the employees to comply with labour disciplines and 

to diligently fulfill the various economic tasks of the Foreign-Funded 

Company. 
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Article 56 The trade union of the Foreign-Funded Company shall 

enter into employment contracts \Vith the Foreign-Funded Company on behalf 

of the employees, and monitor the execution of the employment contracts. 

Article 57 The person-in-charge of the trade union of the 

Foreign-Funded Company shall be entitled to attend relevant meetings 

concerning relevant issues such as the development plans, production and 

operation activities of the Company, to reflect the employees' opinions and 

requests. 

Article 58 The trade union of the Foreign-Funded Company shall 

participate in mediating the disputes between the employees and the 

Foreign-Funded Company. 

Article 59 The Foreign-Funded Company shall appropriate a monthly 

amount equivalent to 2% of the actual total wages of the employees for the 

expenditure for the trade union. The trade union of the Foreign-Funded 

Company shall make use of the said funding according to the Llileasures for the 

Administration of Trade Union Expenditures formulated by the China National 

Trade Union Federation. 

Chapter 10 Term, Termination, and Liquidation 

Article 60 The term of operation of the Foreign-Funded Company 

shall be 30 years, commencing from the date of issuance of the original 

Business License. 

Article 61 Subject to a resolution of the Board of Directors, the term 

of the Foreign-Funded Company may be extended by submitting an application 

to the original examination and approval authority within six months prior to 

the expiry of the term of operation of the Foreign-Funded Company. 

Article 62 In the event that the Foreign-Funded Company believes 

that it is in the best interests of the Foreign-Funded Company to terminate its 

operation, it may apply for terminating its operation early. 

Article 63 The early termination of the Foreign-Funded Company 

shall be subject to the decision of all the directors in a meeting of the Board of 

Directors, and shall be submitted to the Ministry of Foreign Trade and 

Economic Cooperation (or the examination and approval authority appointed 

by the Ministry) for approval. 

Article 64 When the term of the Foreign-Funded Company expires or 
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is terminated prematurely. the board of directors shall propose the procedures 

and principles of liquidation and the candidates of the liquidation committee. 

and form a liquidation committee to liquidate the property of the 

Foreign-Funded Company. 

Article 65 The mission of the liquidation committee is to take 

comprehensive inventory of all property, claims, and debts of the 

Foreign-Funded Company, prepare a balance sheet and a catalogue of property. 

and formulate a liquidation plan for submission to the board of directors for 

adoption and implementation. 

Article 66 During the liquidation, the liquidation committee shall sue 

and shall be sued on behalf of the Company. 

Article 67 The costs of liquidation and the remuneration of the 

liquidation committee members shall be paid out of the existing property of the 

Foreign-Funded Company. 

Article 68 After full settlement of the debts of the Foreign-Funded 

Company by the liquidation committee, the remaining property shall belong to 

the investor. 

Article 69 Upon completion of the liquidation, the Foreign-Funded 

Company shall submit a report to the Ministry of Foreign Trade and Economic 

Cooperation (or the examination and approval authority appointed by the 

Ministry) for approval, go through the procedure for cancellation of registration 

with the State Administation for Industry and Commerce, sutTender its business 

license, and also make a public announcement thereof. 

Article 70 After closure of the Foreign-Funded Company, all of its 

accounting books shall be retained by the investor. 

Chapter 11 Rules and Regulations 

Article 71 The rules and regulations formulated by the 

Foreign-Funded Company include the following: 

1. Operation and management system, which includes the duties, 

power and work procedures of the various management departments 

thereunder; 

2. Rules for the employees; 

3. Wage system; 

4. Employees' punctuality, attendance, promotion, and incentive 



systems: 

5. Employees' welfare system: 

6. Financial system: 

7. Liquidation procedures upon the dissolution of the Company; 

8. Other required rules and regulations. 

Chapter 12 Supplementary Provisions 

Article 72 Amendments to these Articles of Association shall be 

subject to the unanimous adoption by the Board of Directors by way of 

resolution and submitted to the original examination and approval authority for 

approval. 

Article 73 These Articles of Association shall be written in the 

Chinese language. 

Article 74 These Articles of Association shall take effect only after 

approval by the Ministry of Foreign Trade and Economic Cooperation (or the 

examination and approval authority appointed by the Ministry). The same 

approval is required in case of amendments. 

Sino-Wood Partners, Limited, Hong Kong 

[chopped:Sino-Wood Partners, Limited, 

Hong Kong] 

Legal Authorized: {signed] 

27 April 1999 
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This is Exhibit "S" mentioned and refetTed to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Ref. No.: ______ _ 

Registration No.: ___ _ 

Application for Cancellation of Registration of 

Foreign-Funded Enterprises 

Zhanjiang Industry and Commerce Administration Bureau: 

A302 

In accordance with the Regulations of the People's Republic of China on 

Administration of Registration of Companies and Regulations of the Peoples 

Republic of China on Administration of Registration of Enterprises Legal 

Person, the Company hereby applies to your Bureau for cancellation of 

registration. The applicant shall bear legal liability for the information and 

materials provided. 

Name of Zhanjiang Leizhou Eucalypt Resources 
enterprise: Development Co .. Ltd. 

Registration No.: Qi Du Yue Zhan Zong Zi No. 000571 

Signature of legal 
representative: [signed] 

~~-~---------------------

[chopped: Zhanjiang Leizhou Eucalypt 
Seal of enterprise: Resources Development Co., Ltd.] 

28 October 2003 

Prepared by Guangdong Provincial Industrial and Commercial 
Administration Bureau 
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Necessary Documents and Certificates Submitted for 

Cancellation of Registration of Foreign-Funded Enterprises 

l. Application for Cancellation of Registration 

2. Resolution of the board of directors 

3. A report on settlement of creditor's rights and debts or 

a document from the liquidation organisation m 

charge of settlement of creditor's rights and debts 

4. Approval documents (those with unexpired business 

term shall be submitted) 

5. Duty-paid proof from the taxation authority 

6. Duty-paid proof issued by the customs 

7. An original and copy of business licence 

Person in charge of application for cancellation: Qi Zhilan 

One original; 

One original; 

One original; 

One original; 

One original; 

One original. 

Telephone of person in charge of application for cancellation: 3385975 
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Form for Cancellation of Registration of Enterprises 

(to be fill~d out by the applicant) 

Name Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 

Domicile JJ lvliddle Renrnin Road. Zhanjiang City 

Legal Representative Chen Deyuan 

Term of Operation From 29 January 1994 to 28 January 2024 

Reason for 
cancellation of No project progress or operation 

registration 

Department 
approving 

cancellation of 
registration and 
document No. 

One original of Business License of Enterprise as Legal Person; 
Records of licences 

One copy of Business License of Enterprise as Legal Person; 
and seals returned 

Seals (official seals, financial seals, seals for contract, etc.) 

Remarks 
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This is Exhibit "T" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swom before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h clay 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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• . . . 381246 
. No. of Company .................................. . 

FILED 
-k.t(S 
1·.l" 'K.. • . ' 

-1895 

umpanJes 

* ·"1 t~;;1J-~.lt·lk. f'f.AtA. 

THE COMPANIES ORDINANCE 
( Chaptor 32) 

Annual return of 11 PRIVATE company ha:ting ll shor& c11pital 

Pursuant to sections 107 and 360 ·of the Companies Ord!nance 

Annual roturn of .................... ~ff'!Q::!?!?9.!? ... ~~!3.~~~.~?.t. ........................................................................................................ Limited" 

rodhe year ......... i~~!? ........... made up to the ............................ 3.~.~~ ... :?.E!!.e!:.'?.IJ!!?!:l.f. ......................................... 19 .. ~~ .... (being the 
anniversary of the date of Incorporation of the company for that year). 

• Dolors ·umtred' if nor applicable. 

1. ADDRESSANDBUSINESSNAMES 

(a) Address of the registered office of the company 

2408 sun Hung Kai Centro, 30 Harbour Road, Wanchai, Hong Kong. 

(b) Elusiness Names (other than the name or the company) 
under which the company carries on business 

Nil 

2. DATE OF INCORPORATION 

24th September 1992 

3. DATE OF LASl' ANNUAL GENERAL MEETING 

2~th September 1995 

Presented by: For official use 

SINO-WOOD PARTNERS, LIMITED 

Presenter's reference: 0511111936 
£1; • Fvriil : 

R 
07 
CSH 

G&!9221& 
ff< 

$95.00 
t-95.00 

Page 1 
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• · 381246 24th September 1996 
Annual return of compnny no. ..................................................... made up to ................................................................................. .. 

4. SUMMARY OF SHARE CAPITAL AND DEBENTURES 

(a) Nomlnill Shore Capital N f h Class 
. . 10 oou oo . . . { o. o s ares 

(1) Nom mal share capitalS ........ ~ ........ : ............... d1v1ded mto: 10,000 ordinary 

(2) Number of shares of each class taken up to the date of this return (which number 
(b) Issued Share Capilal and Debentures { Number 

must agree with the total shown in the list as held by existing members) 10, ooo 

(3} Number of shares of each class issued subject to payment wholly in cash ............. { 10,000 

(4) ~~~~=;~~.~.~.~.:~~.~~-~~~~ .. ~!.~.~~.:~~.~~-~.~~.~~~~~.:.~.~.~.~:. .. ~~~.~ .. ~.~~~.~.~~~~~!.~.~.~~.~.~~ { Nil 

{5) Number of shares of each class issued as partly paid up{ Amount per share Number 
for a consideration other than cash and extent to which $ Nil Nil 
each such share is so paid up 

premium (whether paid or payable wholty in cash or 
wholly for a consideration other lh!ln cash or any $ Nil Nil 

Value of oach share 
Hl<$1.00 

Class 

Ordinary 

Ordinary 

Nil 

Class 

Nil 

Class 

Nil 

(6) {a) Number of shares (if any) of each class issued at a{ Amount par share Number 

combination thereof) and the amount of such premium 

. (b) Total amount of premium paid or payable in cash on s ............... N .•. i .. 1 ..•• • ....... · .• · ... ' · .. ;:~:: 
the issue of the shares specified in (a) ................................................................................ , ... 

(c) Total amount of premium paid or payable otherwise Nil.· . '· 
than in cash on the issue of the shares suocified in (a) .......................................................... $ .... ., ...... ~.-................... ; 

(7) Number of shares (if any) of each class issued at a discount ........................................................ .. ......... :.ff.:i.-1. .... : ..... .. 

(8) Amount of discount on the issue of shares which has not been written off at the date of this return $ ............... ~J..L ..... :;... :: .. 

} 

Amount per share Number · Class ' ·.: 
(9} Amountcalloduponnumberofsharesofeachclass ...... $ 1.00 10,000 Ordinary . :· .. ::.·:_ 

(10) Total amount of calls received {Notl9 1) .......................................................................................... $ ...... t!?.t.R9.Q.:.29.; ..... ::: ·, :·::. 
(11) Total amount (if any) agreed to be considered as paid} Nil { NufT!~er Cia;;: ·: . · · .·.l:· 

on number of shares of each class issued as fully paid up $ ...................... on th Nl 
for a consideration other than cash 

on number of shares of each class issued as partly paid $ ........ Nil ......... on Nil 
up for a consideralion other than cash 

Nil 
(12) Total amount (if any) agreed to be considered as paid} { 

(13) Total amount of calls unpaid............................................................................................................ $ ............... 1'1.iJ. ......... ;.. ; .. :.: 

·(14) Total amount of sums (if any) paid by way of commission in respect of any shares or debentures $ ............... ~.~.~.: ........... ·. . 

(15) Total amount of the sums (if any) allowed by way of discount for any debentures since the Nil 
date of the last return .................... .................................................................................................... $ ................................ .. 

(16) otal num er o. shares or each cl11ss forfeited........................................................... Nil li b , } Number 

(17) To tat amoum pnicl(if any) on shares forfeited .............................................................................. . 

(18) Total amount of shares for which share warrants to boaror are oulslanrling ............................... . 

(19} Total amount of share warrants to bearer issued and surrendered} Issued .................... . 
respectively since the dato of the last return S d d 

urren are ........ .. 
(20) Number of shares comprised in each share warranl to bearer. } 

specifying in the case of warranls of different kinds, particulars of 
each kind 

Class 
Nil 

$, .............. ~.~.! .. , ....... ;. 
$ ............... !j,~! ........... :' 

Nil . $ ............................ . 

$., ..•. ftttt~ •••••••••• 

Nil 

> 5. · TOTAL AMOUNT OF INDEBTEDNESS of the company in respect of all mortgages and 
.. , charges which are required to be registered with the Registrar of Companies under the Companies 
::;: . Ordinance (NOte 2) .-.u .................... u-.••u•~•·••••••••u••• .. ••n•u••••••••n•••n•••un•nn••••u•••n•H••••••••••••••••••u••••"• .. • $ ............ ,..~.~~~ ............ .. ··*·,.·. 
,'!',,. 
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. . : 381246 24th September 1996 
Annual roturn of company no . ...................................... ,.............. made up to .................................................................................. . 

6 LIST OF PAST AND PRESENT MEMBERS (Notes 3 and 4) 

Folio 
in 

register 
ledger 
con-

taining 
parti
culars 

l I 

Names and addresses 
(including, in the case of a Chinese 

member, his name in Chinese 
characters if these are contained in 

the register of members) and 
occupations or descriptions 

Block 11, 11/F., Flat A, 
Cherry Mansion, Whampoa 
Garden, Hong Kong. 

consultant 

sino-Forest Corporation 

ste. 2004, sun Life Ctr 
w. Twr., 200 King st. w., 
Tor. ont., Canada. 

corporation 

Number of 
shares or 
amount of 

stock held by 
existing 

members 
at date of 

return (Notes 
5 and 6} 

1 

9,999 

10,000 
·========= 

Account of shares 

Parliculars of shares transferred since 
the date of the last return, or, in the case 
of the first return, of the incorporation 
of the company, by (a) persons who 

are still members, and (b) persons who 
have ceased to be members (Note 7) 

Number 
{Note 6) 

Date of registration 
of transfer 

(a) (b) 

7 LIST OF PERSONS WHO CEASED TO HOLD PARTLY-PAID SHARES (Nota 8) 

Folio Particulars of shares transferred 
since tho date of the last return or, in Names and addresses in the case of the first return, of register (including, in the case of a Chinese the incorporation of the company Amount pald tadgcr member, his name in Chinese (Ncte 7) upon each con· characters if these are contained in such share taining the register of members) Number Date of parti· registration culars (Note 6) of transfer 

N/1\ 

Remarks 

I 

Remarks 

Pege3 
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• 
• · · : 381246 24th September 1996 

. At]nuol return of company no. ..................................................... made up to .................................................................................. . 

8. SITUATION OF THE REGISTERS OF MEMBERS AND DEBENTURE HOlDI:RS, IF KEPT AT AN ADDRESS 
OTHER THAN THE REGISTERED OFFICE 

(a} Ragistur of members (Note 9) ...................... ,. .. ~(.,~ .............................................................................................................. . 
(b) Register of debenture holders (Note 1 0) ................ ~!..~?: ...................................................................................................... .. 

9. PARTICULARS OF DIREC'roRS OF THE COMPANY AT THE DATE OF THIS RETURN (Note 11) 

Name, any alias and 
nati{lnality 

{Notes '12,and 13) 

~ ~· i~ 
Chan wai Ling 

Chinese 

·,3~ ~rf.·· :!b 11' Ho 1'11\' 
Chan Tak Yuen 

Chinese 

~ ~~~ 
Poon Kai Kit: 

Bdtish 

Address (Note 14) 

Block 37, Flat F, 3/F., 
Laguna City, Cha Kwo Ling 
Road, Kowloon. 

Flat A,. 11/l':'., h4ock 11, 
Cherry Mansion, Nhampoa 
Garden, Kowloon. 

St:h Floor, 91 Hennessy Road,. 
Nanchai, Hong Kong. 

Hong Kong identity 
card number, if any 

(Note 15) 

E814778(0) 

E4591Sl(l) 

11328031(6) 

Number and 
issuing country 
of any passport 

(Note 16) 

N/A 

N/A 

N/A 

10. PARTICULARS OF THE SECRETARY OF THE COMPANY AT THE DATE OF THIS RETURN 

Name, any alias and Hong Kong identity Number and 
issuing country nationalitY Address (Notes 17 and 18) card number, if any of any passport (Notes12,13and 17) (Note 15) (Note 1~) 

tf .~. pt 
chan l'lai Ling Block 37, Flat F, 3/F., EB14718 (0) N/A 

Laguna City, Cha kwo Ling 
Chinese Road, Kowloon. 

CERTIFICATION 

(Oeleto Certificate B if the number of members of the company does not exceed 50). 

A. We certify that the Company has not since the data of che last Annual Return (or, if thls ls the first Return made, since the 
data of Incorporation of the Company) issued any Invitation to the public to subscribe for any shares or debentures of the 
Company. 

-e:--Wu-cettifrtn3t the exec$$" of-the-nun~'Of'fllembc~tM-GeiYtl3efl'f'O\'efo~&~ty..of. peJ&OO&.wf:l9-lffidar 
eeoti<m-i!9tlt(b~&f.tfte.~GfdiAali516!-&~&flat-to.b~tY"ckoniPi}-Qf..SO. 

s;good ..•.• -.• ~~ ................................. Of<ooto ............... ~u. .............................. " 
f'rlarcd by CIIE.UNO LEE PRINTING CO., Rm.319 China Insurance Orodp Bid,., 141 Det Vo~ul Rll., C., Hong Kong. Ttl: 2.543 8069 page4 
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. 
. A'n_nuqi ret 11m of a PRIVA T£ company having il share capital 

NOTES 

1. Include payments on application and allotment and any sums received on shares forfeited. 

2. Include also any mortgages and charges which would have been required to be so registered if created after 1 January 
1912. 

3. Give list of persons holding shares or stock in the company on the date of the most recent anniversary of the date of 
incorporation of the company. In the case of a Chinese member, give his name both in English and in Chinese characters if the 
latter are included in the register of members-section 95 of the Companies Ordinance refers. Show also those persons who 
have hole shares or stock in the company at any time since the date of the last return, or if this is the company's first return. 
since the date of incorporation. 

4. If the names in the fist are not arranged in alphabetical order, an index sufficient to enable the name of any person to be 
easily found must be annexed. 

5. The aggregate number of shares held by each member must be stated, and the aggregates must be added up so as . 
to agree with the number of shares stated in the "summary of share capital and debentures· (paragraph 4) to have been 
taken up. 

6. When the shares are of different classes these columns should be subdivided, so that the number of each class held, or 
transferred, may be shown separately. Where any shares have been converted into stock the amount of stock held by eacti 
member must be shown. 

7. The date of registration of each transfer should be given as well as the number of shares transferred on each date. The 
particulars should be placed opposite the name of the transferor and not opposite that of the transferee, bu1 the name of the 
transferee may be inserted in the "remarks" column immediately opposite the particulars of each transfer. 

8. Give list of any persons who have disposed of any partly.paid up shares in I he company since the date of the last annual 
return or, if this is the company's first return. since the date of incorporation. In the case of a Chinese member, give his name 
both fn English and in Chinese characters if the fatter are included in the register of members-section 95 of the Companies 
Ordinance refers. 

9. Section 95 of the Companies Ordinunce refers. 

10. If any such register or part of any such register is kept outside Hong Kong, insert the address in Hong Kong whore any 
duplicate thereof is kept. 

11. If the columns give insufficient space the particulars must be continued on a separate sheet. "Director" includes any 
person who occupies the position of a director by whatsoever name c.alled: and any person in accordance with whoso . 
directions or instructions the directors of the company are accustomed to act. · 

12. Full names. i.e. the present forename and surname. must be given, together wilh, ln the case of a Chinese director or 
secretary, the Chinese characters therefor if such characters are contained in the register of directors or secretaries, as the case 
may be--section 158 of the Companies Ordinance refers. "Forename" includes a Christian or given name and "surname" in 
the case of a person usually known by a title different from his surname moans that title. 

13. Any former furenames and surname must i!lso be given, together with, in the case of a Chinese director or secretary, the 
Chinese char;:~cters therefor it such characters are contained in the register of directors or secretaries. as the case may 
be-section 158 of tho Companies Ordinanco refers. Any alias must also be given. 

"Former forename• and ·rormcr surname" do not include-
Cal in the case of a person usually known by a title different from his surname. the name b•1 which he was known 

previous to the adoption of or succession to the title: or 
(b) in the case of any person, a former forename or surname where that forename or surname was changed or 

disused before the person baa ring tho name attained the age of 18 years or has been changed or disused for a 
period of not less than 20 years; or 

(c) in tho CRSe of a married woman. the name or surname by which she was known previous to the marriage. 

14. Usual tesidenrial address should be given. "Residential address" does not include an address at a hotel unless the director 
to whom it 1elates is stated, for the purposes of section 158 of the Companies Ordinance, to have no other permanent address 
nor does it include o P.O. Box nurnber unless coupled with a residential address. 

15. (a) If tha director or secretary has been issued with an identity cmd in Hong Kong under tt10 provisions of the 
Registration of Persons Ordinance (Cap. 177), tho number of the identity card should bo given. 

(b) If this column does not apply, please insert "not applicable". 

16. If thu director or secretary has given tho number of o Hong Kong identity card. there is no need to give this information. 

17. Where all the partners in a firm aro joint secretaries, the name and principal office address of tho firm alone may be sta(C)d, 

18. Usual residential address should be given, or, in the coso of a corporation, the registered or principal oftico. 
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. Company No : 
~·a]·Jb, it 

· Company Name : 

~ ij ~ ~If. 

Note: It is ciaimed that the /fnn~ f(rl~Jt.N.s. ;9CJ.r ~ Jt/C? 6 appearing ·:· 
herein as document number(s) e.J· " Lb filed on I ~--f·1996 ~ J .. ;;./996: ./. 
is-+ are incorrect. Please see explanatory letter ~el&fation-and· · ·_ 
umended-r..etur..n-t-oo-ti4e filed on c)) o~ II- ~ ~-o .<. 

lf- li a #t ifilJJi~$, ~ tt 
.:it~ .if_~ 0 tt ~ IJt1 lf-

a#~~~~~~~~*~a~~~~t~*' 

Signed M'iss K. t. tAn ) 
j};f for Registrar of Companies 

Date 
a-liJJ 

~ at ii:Ht !!&IIi 1<. 
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·I• ·.·:·· ' • 
: . : . '"I :·. 
~. . •' ) ~ ~ .· .. 

Form 
~m~ AR·1 .>C1·_: .. ~R '( · .. · 

(.>.. . ~ .. .~~~ . ~. ·. . . . ' FILED 
Companies Registry ·· #~ ~. 

) !2 6 - 0 9 - 1997 

Annual Return 
fi!f14$¥&~ 

f ~ company Number ~i'JJ{Q~! 

for Regis~ of Comparuea 

~t!Jiiit.4.4*~.ff'A. 
iHIJ.Z lfi1 

1 38~46 1 
1 Company Namo 

l SIN0-\'.000 PARTNERS LIMITED 

(Noto lt 2) 2 Business Name ifri !i:. ~ ffl 

~~ ~ 
3 Type of Company ~ 'll] ltJ 111 >JoJ P16as& tick 4pproprlate bo;( Ntr.if~1?PM11fhl .1' fJf 

I] Private fl. A 0 Others Jt (1!1. 

(Not~ t~ 3) 4 Ad dross of Registcrec. O~ce U flU hi T!J Ia tt!! ld: 

1409, GREAT EAGLE: CE."'I'RE, 23 HAROOUR ROAD, 
WANCHAI, HON-:i KC:'JG 

~t tt 4) 5 Dale of Return -* 111 fU :}; Fi )?I 

24 
which Is 
ltEIJOJJ.\ 

0 Data of AGM ffd!fo;k~ 8 WI 

DC El ~ Anniversary Date of Incorporation 1/J. tL IS 1h {!fJI Vrl lf. 8 WI 

6 Mortgages and Charges tii: ll'l & fill&! 

Total Amount outstanding at the date of thl$ Return on all mortgages and charges which should be registered with the 
Registrar or Compari&s 
e•*•~•am·-WWA0mttoomman~~~m&~2n*m~~m 

Presentor's Name and Address 
l./f!(:AIY:JI!l:t&~f: 

SAtJ!WIC SECRETARIAL SERVICES UMITED 
FLAT B. 5TH FLOOR CRAWFORD TOWER. 

00.101 JEAVOIS STREET, CENTRAL, 
HONG KONG 

For Official Use 
~~~~.lltr.&*~ 

26/0911997 
Sh. ForP.l ! 

R 
Oi 
CSH 

EE112823 
AR!L 

i95,QO 
S95.00 
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Annual Return 
mJ(rr~ '~" ¥~~ 

Date of Return ,i~.:lf11U!}~t:IJOI Company Number 1}fljj.Q~ll 

1 381246 ~ 1 24 1 09 1 1997 
CD fl MM f) YYYY It: 

(llote at. 5) 7 Share Capital lilt* (As at the date or this Return a\ 1t* tJ!fU !J! EJ JlJI) 

Authorlsell 
Share Capital Issued Share Capital 

m,gJilt* EHHrllll:;;t.: 

Total Total Nominal Total Paid up Value 
Class of Shares Nominal Value No. of Shares Issued Value of Shares Issued 

llll:6H/HJIJ ~.tHiiib'i BlfJ fi Jl!.t6}f4 0 of Shares Issued l.!.1YUillltiDt'1'1 
Blflfillltf}}IY-J Btt'<ll.ltV:*.fHtl 

·~i!iifdl 

ORDINARY HK$10,000.00 10,000 HK$10,000.00 HK$10,000.00 

Total HK$10,000.00 10,000 HK$10,000.00 HK$10,000.00 
l.t!ill 

Enter below any changes to lhe structure of the company's share capital since the date of I he last Return. 
~Q~~*m~m~~-m•m~ama•e~•~·mu~~maDm· 

Class of Shares Nbi1fi»IJ Change W!lll1Mt 

N/A 

(Note tt 6) 8 Past and Present Members ~ :1: & J~:{£f'f.J J(). t-1 Pteasetick appropriate box /AII::dtr!t!MfAIIJJ ""ff 

For company wilh a share capital 1J !Kt * t'l'~ 1} rrJ 

1 0 There have been no changes since the Annual Return for __ _ 
~g~ ~~w~••ft~•·~UaMmM~~· 

OR~ 

2 [E) A rulllist of members is enclosed (use Schedule 1). 
mn•uf'f.JD~~mcwmmw-> · 

For company without a share capital AUl ;t.:tr.J~ nJ 

3 0 ihe nurnber of members allhe date or this Return is • * lfl 1U :;~ El lOllY~ rtt L·l !Y( fJ Jll: A • ---
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... 

Date or Return *lJl11l1<8 JJJJ 

1 2'1 1 09 1 1997 
00 1:1 MM H YYYY If. 

Annual Return 
J?iJ (,I~ r I'~~~~ 

Company Number 1}f1JIQI),~ 

L 38'1246 

Pago3 !IIE::r£ 
(Note 11: 7) 9 Secretary lli i!1 (Use Conbiluation Sheet A 1! join/ sectotarles /Jllt~lifD;IJ•!J/J/Jif111 A IJf!JJ 

Name 11t:t ~AN WAILING 
Surn--am-e -tJ::r-::Ii;:---------:0:;-;lh:-:e-:-r n:::a=me:::s~:g:-:, :;;::-y.-----------' 

Alias (if any) ll1 :t, ( ~~ fi IY:JM; ) Provlous Names llQ Ill ~t ~ 

Address 1tl! 111 

Identification lt {j) Sll I!IJ 

BLOCK 3 7 1 PLAT F', 3/F., LAGUNA CITY, 
CHA ~VO LING ROAD, KOWLOON 

a Hong Kong Identity Card 
or Company Number E8'14778(0) = 
rrm tt rom~ ~m~ nJ IU ll~ 1.0. Card Numter tt {j} .iQ9.~ e Company Number 0 ll) IQ lj,~ 

b Overseas Passport 
lfHJ.llP.il 

Number ~ w, Issuing Country 1ii ·>"l lfJ ;v. 

Nationality m Ill CHINESE ] 

(Nola !t 7) 10 Directors 1f( lH (Us11 continuatfnn Shoot B if moro than 31firectors 11/li/:OE:S.tlf.'/f ·111/llhffffJ JJ!XTJ 
{Completfl Continua lien Sho~t C for othflrditoctorships if thll company is listed Of' Hong Kana Stock Excharrgo 
hfi.\f7JMI'Eifitlfli(;!ZJ.Jm .. ti/i • MI!Jh1f{C IJif./JtfihJf!/IQRJ 

Nnmo tt '~'• CHAN \•IAI LING 

Surname rt !\': Other names 1J ~;~ 

Alias (II any) >11 ;f. ( "IIi IY:1 M ) Previous Names nrJ Jll ~.t :f. 

Address JI!J ld: 
BLOCK 3 7, FLAT P, 3/P. , LAGUNA CITY, 
CHA I<\' X) LING ROAD, KOiJLCON 

Identification :!f IH m PJl 

a HongKongldentltyCard [ E8
14778

(0) 
or Company Number ~ u il! tJ- f~ ID '>.U!ll !ll ~ rtJ IIH~ '---:-r.=-o.-=c~ar~d-::N:-:um~be~r--::n:-fl::-:-,}~a:!""'ll7.:~~~.:::---L---,c=-om-pa_n_y N~u-m..,.oo-r--=1::-:UJ"'"""'IQ'""ll'!"".-...J 

b Overseas Passport 
114~:tll<! 

Nationality 1.1:1 Til 

Cap:u:lty !t fl} • Director 
'j'( !)I 

Number 9.'! W, 

CHINESE: 

Alternate Director to 
~ltliilll 

ls~uiog Countty W ~ If] :Y. 

J 
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Date of Return if.;rtt1fl:.!<EIWI 

1 24 1 09 1 1997 
DO 13 MM 11 YYYY 1Jt 

10 Directors 1fUII (conl'd lt!l!l'O 

2 Name lct:t COON: 

Annual Return 
mJ!rp: qr)'!~~ 

TAK YlJEN 

company Number i}i'lJtQ9,~ 

1 381246 ~ 1 

Page 4 ZIJV..tjf{ 

Surname ~tJ.I: Other names :g * 

AliaG Qlany) })II :t ( ~I 'fi I)!J M ) PrevioUs Names 11~ Ill let ~. 

Address lt!!Jtl: FLAT A, 11/F., BLOCK 11, CHERRY MANSION, 
'tiHAMPOA GARDEN, KOt/UXJN 

Identification tt (}} (.lliJII 
a Hong Kong Identity Card 

or Company Number 
W i~ lt &> 3111Uf ~~ ~ iilliH.~ 

b overseas Passport 
IIHHU<l 

Natlonaltty Ill lll 

Capacity tt {}} • 

3 Name tt:ft 

Director 
lit ljl 

POON 

E459151(1) 
1.0. Card Number lt {}};ill}.~ i'll 

Number Wlil.l 

CHINESE: 

Alternate Director to 
~~~'itf.liS 

KAl KIT 
Surname tt rl': Other names :t :r-

Company Number ~ ii) 1Q 9ft 

Issuing Country ;if ~ In ~ 

ANas (if any) ll•l :& ( bU 1T i)!J ,1& ) Previou!l Name$ Oij Ill tt :ft 

Address Jtl!ltl: 8TH ft.OOR, 91 HENNESSY ROAD, 
WANCHAI, HONG KONG 

Identification lt ID iil!VI 
a Hong Kong Identity Card 

or Company Numbar 
tfiiHHH!li}HlH~ ~ iJliQ ~~ 

b Overseas Pa!lsport 
i!U*-lUI 

Nationality Ill 13 

Capacity lt m • Director 
Ji{ lll 

1: : H328031 ( 6) 
1.0. Card Number :l.l ID 9.1 'L~ R!i 

Number 'l.~a 

BRITISH 

Alternate Director to 
~, fi: !It 11' 

• Please tick the relevant box(es) NtJffillt~MPIIirl ./ !lr 

-

Compaoy Number ~ ii) 1Q 1},~ 

Issuing Caontry 1i Ifllll ~ 
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Annual Return 
}i'U 1.1:. q:r ¥hi~ 

Oalo of Return *IIJ~Il~~E!Wl Company Number 1}a)jQ~ll 

1 24 1 09 11997 J l 381246 :] 
00 F.1 MM fJ Y'(YY If. 

Pagc5 iflJi.J;C 

(Nole l!: 8) 11 Registers Address where the company's registers are kopt (if not the same address a(l in Section 4) 
:!}. ;1i! 101 0 r!J lin ff :U ;1e Oil (l'-J till Jlf: ( ~lilftJittfrtf.J.Jn;J14 Ifln'-Jlllll111li!JI!-~J~ ) 

Register n 3llllll Address llk !1~ 

(Note Jt 9) 12 Period Covered by Accounts Enclosed 00 1H M ~~ ffr ifl J:f ft-J 1r at t,~ :n: M * 8 WI 
(Except for Private Companies Limited by Shares ft. A Jl!i b} 1'i ~~ 0 flj ~t. 9~) 

To 

00 8 MM fJ DO 1:1 MM T~ 

(Note n 10) 13 Certificate ~{ll!ij i!i 

(a) We certify that the information given in this Return (including l'lil pages of Continuation Sheets and 
One pages or Schedules) Is true to the best of our knowledge and belief. 

lJU!tfl"lffr?:0.&3!M·IDW •Mli!tl{ll,Jif:rJI+IJ~HJ.JIY~Jl:~( i!!t.!i _ •llH\'UT& __ iJlHIHU 
tl.'Hll!~Ut • 

WJI~~)IX!tXt<IX~!tbl)lltm<t<llll<r<~X)(tJlK~~WXfi<X>1(;!00<!:a~~~IXR~~~.01>i~~)JR!d~~fW 
p<l6lfi:CYO<l!UOOf}U!M:t:OI'Ya~8tXOY/h'o&!XI<IY~>tXKXI!I«Q!}(W:)tK<J::tl>at){t>M>l~XJ,(~I,lmr<X!J<)(I 
Q%~;;)t~~M:6X!()(s'<t'{lst:IUb~lllf¥~1i95YMM:p'l!t€6Mlr:Yblk!XMMil'I>S~K~{<t;~UJ:.lf.I~X'Mf!'~ 
~~~y~~~:t®N'ikl~~!fle>ail€lllll~Mf<5!X 
;ftfl"Jltto/.11}I1Jm.t: -ro va if. rf11n~ 13 JIJJJ.:u~ • ilttA«~l.l:l fffiiJ~fl' • ~~~i}*J...± :~11:1'J~ nH::t:w 
rutiD~U'tlllWl • !ill !I!; tmrt!Gf.l IJl!l EJ Qtsp fl!:/<13 JlJJ.tU~1i + • Jl!HfHl0 nJ!(R~!l> 29(1 )(b)ft4i • ffr.tilili 
n~~~mm~m~P~li+~M~· 

• Only relevant to private companies. Delete If not applicable. 
·~W&A.0~WM·~~~m·M~*· 

Director Secretary ~iY 

Signed ~ii 

Name kt:& 

Date SIIJI : __ z_~_s_E_P_19_9_7 __ 

Name ~:& 
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..... 

Companies Registry 

1} F.rJ ntlm P.hi 

Oate or Return if'll11!l:t~ r:J WI 
~ I o9 I '1997 I 

DO LJ MM fl VYYY If. 

Form 
~HI1 AR1 

Annual Return 
fr.fJ 1f-.lfl ¥&~ 

(Schedule 1 IIH~-) 

Company Number 0Rltw~.~ 

381246 

petails of Members 1~ !'~ iW h'l . 
(See Section 7 of the main form for details or any change to the structure of the Company's Share Capital since the date of the last 
Return) 
(~J/trtl.l:- (j} Ill ~!l :i~ El WIJ..:I. ~~ ~ i1J ~if;*"' IM 1'1':1 (:f: M !ill 11JJ ,1)t h'l • J{J ~ IQJ =/:~Iii!~ 7 Iff) 

Share Class Jilt {}} 1.(( )JIJ ORDINARY 

Shares Jl!!:(~} 

Name Addres~ Current Holding Transferred tlVa~ Remarks 
fd:;f;j ll!!!JI: (Note 1) (Note 2 j~2) !WU 

I.Q U.j ·WU 1f( Number Date 
al:1) ,;'lffl El J91 

CHAN TAK BLOCK 11, 11/f., fLAT A, 1 
YUEN CHERRY MANSION, ~1POA 
CONSULTANT GARDEN, HONG KONG 

SINO-FOREST STE. 2004, SUN LifE CTR W. 9,999 
CORPORATION 1WR., 200 I<ING ST. W., 
CORPORATION 'l'OR. Ot'IIT. , CANADA • 

Total 
10,000 K!~ 

Notes 1~: 

1. The total shares in the 'Current Holding' for each class of share must agree with the total for that class In Section 7 of the 
Return. 
fii ut 51'1 JUl {'l} I'IIJ r JJI.II\HHi .Iii: J *·ill'/f{ &~· !J'l !A! 111 fU 'J{ Zfi 7 1.11 {(r trl ~ 111 )JIJI'f..H,.g '~·Ill t•1 • 

2 The number of shares transferred since the last Return should be shown for each existing or ex·member. 
FJ!m OJJ1JJ :g J.Q (£:re< f:l r~ iii! {f 1/). f-1 UJ 1: * ~1• fU .[:). *m t:7m n'1 ~ M ~ m • 
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. . 
:~ ~ ·. . 
'•··· .,··· 

.. ~~,\. .. 

. Company No : 

'A'6J.trit 
Company Name : 

. ~ 6] .t ~§. 

-Microjacket: 
JM.f~JtM* 

Note: It is c'laimed that the /tn111Nl) f4ff/'v>J\. {qq7 appearing 

#.: 

hereinasdocumentnumber(s) Ctlf filed on )-6-q ... ,qqJ .. •. :: 
is Ht:re incorrect. Please see explanatory letter /-s.t-atutory deelaratim1 an~·.·: .. ;,} 
amended-l'et~ filed on Ol o-/1- ~ ~<- ·· 

Jf- ~ a#f(iTii~~$,~ M 
.!!! ~ iE..i'(i 0 'It~ lllJ ~ . 

~#t~Mn~~~~~~a~*~~t~~~ 

Signed 

*-i 
Miss K. t. LAV } 

for Registrar of Companies 
~~it-Jlil'U-k 

·. ·: :Y::.~:i:~··:\ .. ~:·.::';' :: .. ~ .. ··o79sa2aa· ··-
·. · · ·.> .; __ ~ 1. JilllmllmtmlnmJf . Date 

EJJVJ 

1"'-.1t) 

.: . 
; .. 

. . . . . : .:··· ... 
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,· .• 

···. :' 

·,. 
. ' . . 

·~.·· 

c co;mpanles Reoistry 
·'~aj~fllf~ . 

:· 

1 Company Nama 1} l'l] :¥. {fll 

FILED \ 
#~ ·\,\ 

3 0 - 1 0 - 1998 

for Reglsnar ~omp•nios 
l,!}iJ)i:i.M-~~~.;:.{tA. 

I SINO-vJOOD PAiTIN8RS, LIMITED 

AR1 
Annual Return 

mfi:F$¥&~ 

Company Number 1}i'Jl.W't 
1 381246 1 

·:~'<Nole.tt 2) 2 Business Name 1Ri~~Hfl1 

• ~~--N-~--------------------------------------------------~ 
; .... ~~:. ' 

. . ·: ~ . · 3 Typ.e of Company i} l1J 1¥.1 m )J~ 
: .. tl 

lRJ PriVAte fl. A. 0 Others ~:tfl!t ·,.:t. ~· . ! • 

; :·. ~Nolo. tt 3} 4 Address of Registered Office tt rm Ill: 11' bll J\l! lJl: 

: .. 

.. 

1409, GREAT EAGLe: CENTRE:, 23 HARBOUR ROAD, 
\'IANCHAI , HCt>JG KONG 

. '(Nnto· tt 4) . 5 Date of Return jf;: 1p fl! ~ Et Wl 

.... 

... 

24 
DO fJ 

09 11998 J 
MM !J YYVY !f: 

which is 
~ElM~ 

0 Date of AGM rn! if: :;.';:tr a WJ 

@ Anniversary Date of Incorporation ~:ftl$l1;[Mffd-4t EI.M 

Pltaso lick apptrJplfata box Nt£.§Jfl¥13Pibl <~''.Jt 

• . 6 Mortgages and Charges tc:; m 1i liP i'.a 

.· 
: ··.:· 

.. -; 
-. . ~ . -

.... 

·. \ 

.:· . : .. 

... · ... · .. 

Total AmountQutstandlng at tho date of this Return on all mortgages and charges which sllould bo registered with the 
Registrar af Companies 
~~*•~•a•·-wm~1}~ttM~maR~~•maw~~*m~~M 

Presentor's Name and Address 
1/&.AI\(J~:gatl!!!d: 

COMMON VOTE NOMINEES IJIWJ'm) 
·FLATS. 6TH FtOOA CRAWFOOO'TC1tiEJ\ 

. 99-101 JERVOI8 smarr. ~ mw. 

.• HONG KONG. 

·. Amsl\~munl No. 11971o SpedficaiJon No. 1197 

For Official Use 
J!i~JIJU'~*IM 

3011011998 
Sh, Fornt 1 

R 
07 
CHQ 

DD1%7U 
ARll 

$105.00 
$105.00 

:::. ~-:: }·; :~ ~: ':· .. : ... >.:i."·/ 
____ _:..._;,._;, ______ ,..,., ___ e __ a...,u __ ,,._.DCRMQW ... ~A&UbUIIiiW. 
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Annual Retum 
JTIJ 1J! rrl ;¥~ f& 

Date of Return ;;f>:1tJfU~8WJ Company Number 1}'11J.\Q'1t 

1 381246 ·1 1 24 1 09 11998 
DO 13 MM j:J YVYY IJ'. 

f'ego2 m:::n 

(Note u 5) 7 . Share Capital Jill:* (As at the date ofthls Retum ~ ~ * r~ tU ~ 8 JPl) 

I 

Auth0r1sed 
Share Capital Issued Share Capital 

t.J;jj!Jil!;:.fi: BIRtrNl* 

Total Total Nominal Total Paid up Value 
Class of Shares Nominal Volua No. of Shares Issued Value of Shares Issued 

Mii5HmJU .WiflH:fl. e ~Hr llll:f5Ht'~ § of Shares Issued e~rrlllHf}IY:J . 
e~rrlllt{}>«:~ 8~11!Ul:l:f.flfitl 

l!'iliitr! 

ORDINARY HK$10,000.00 10,000 HK$10,000.00 Hl<$10,000.00 

Total HK$10, 000.00 10,000 HK$10,000.00 HK$10,000.00 
t.t!ltl 

Enter below f.lny changes to tho structure of the company's share capital since the date of the last l~etum. 
~0m~~®~m~~-~•m•sm~•e~~~·m~~~~~~M· · 

Class of Sh~res Jlll:~HIUJ~ I Change ~!liiJifli:S?. 

N/A 

(Nola tt 6) 8 Past and Present Members ~;:a&.lJltEI¥1Ti1'fl P1aasa~ckepproptfat~JI!o)( !i!it)Jtf?J!f3Pi!Jo ..- 1tt 

For company with a share capital ffl!lt7t'IY:l0 fl.] 

1 0 There have been no changes since the Annual Return for --:---

~~R ••m••w~~•·•m••m~~~· 
OR~ 

2 @' A fullll:;t or members Is enclosed (use Schedule 1). 
rommn~D~~mc•mm•-> · 

For company without a share capital AtU~* ~ ~ i1J 

3 0 The number of members at the dato of this Rotum is __ _ 
h1' 111 iQ ~ El WI t'IIJ ri'HH!Ht Jfr ).. • 

.. 
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..... 

Date ot Rehun ;;f;:rfl9fc;i<El.Wl 

[24 0~ 1998 
.. 
f ... 

00 8 MM 1'1 YYYY 4\ 

Annual Return 
fli11f ~~ ¥~ ~~ 

Compa11y Number · 1iNJt)l~t · 

1 381246 . . _ 7J 

.., . 

·:· 

): !Note tt'n ·9 Secretary w i1J (Usti ConVnualfon Shoe/ A if joint SBCflltJrfes l!ltfi!H:/1/$1!/• MIU/JfJ1 A IJI!V 

J:' 
I· Name tt:S CHAN \'/AI LING 

Surname t1: ~ Other names :& * 

Add rosa M Jd: ~" -=~-~~-~~-A~~-Ia-~=(~-"3_
0

=~~-:~-I-~=·~-~=, ... ~-~~-(~-;~-, >1~-.. J~~~-~-~~-.~-:~-LA~-N~-GU~-_NA=~-_=C~....,I-T'i-. ~-:::-:-,_e~vfou~~s~N~am~es~~-llflz:•~IU~tt~~:&~,------~ _-.·~··__.t;y:,: 
fdentlflclrl!on tt 6} n 1Y1 
a Hong Kong Identity Card 

Nr Company Number · * ilHJ- rom 9! eu~ ~ l'IJJra~ 

b Overseas Passport 
liHHU« 

Nationality In 13' 

.· \ ';;" 
·Company Number .~ 'iiJ IQ U ,. .. · : : ··:·<:·_:; 

r---[ ------:....,---...;..._._____;,_;,_;_,· ., ' 

. ISsuing country iii fit fll ~ : · 

c E814778(0) 
J.D. Card Number Jr 6} ~!it~ 

Number !M 1!5 .. ._ 

CHINESE: ·I 
.· ::(Nete U n 10 Directors J«Jff (USti Contfrtua/lon Shoot 8 If mcto than~ dfrscloiS ./llliJ!IJ.:i:f}jJfl/f •fd/0/lf)!J'B J,Jf!J) •• , 

•' ... . •;. 

-.: .:.i:· 

(Complete Continuation ShostC torothordirsttoiShlft$/ftho compony lslstodon HongKonrlstock Exch~mr}o ·-- · · \' ~: 
hr~lfJJA();•i'!llliNft3t.flllll:f/! • MmliflfO })fXfR/lUiU!fiJMJ . · .· • :··:~ 

: f •• ... ,.·: 

Name .tt£ CHAN WAILING 
Surname .tt.tt:. Other names :& ~ 

Address ~.IJ!: '--~-~-~-3-?L_r_~_~_o_~_'_, 3-~-~---' -LNJJ-~-NA--C-I'IY_, _________ :...._.j·l1~i 
,----ES-14-77-8(-0)-~~--r----~~J "c; ldentlflcallon t.t [}} m IYl 

a Hong Kong ldenlity Card 
or Company Number 
~ it! t.t 6} %!1 ~ llU~ ~ l1J 113 !'l1l 1.0. Card Number it {}} a!t 9.~ ~ Company Num'.ler 1} ft1 JA !).t • . . · . 

b Overseas Passport 
lllHHUt 

Nationality 1m m 

Of rector 
fi!JI 

• Pteuelfck lhtt to/avant box(os} J'lt£1!/1.f~I3Pibl v" Jt 

Numw 9Jt llG 

CHINESE 

Alternate Director to 
"~~ filljf 

Issuing Countty )i ft Ill ~ 
. ·]· 

.. ] 
~ •• f. 

' •'. 

·~· '. < .... 
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... ·: .. ": 
·····. . :: 

.. 

.... 
. ·' 

·. ~ddress ll!l hl: 

·.·. 
. .. 

, Identification 

·.[ 

[ 

Annual Return 
JNJ ~ lf:t ¥tt ~ 

Company Number 

. 'l 381246 

OiAN :: . TAK YUEN 

Sumam~ .. tt 1.1; . Other names :g !j'! 

. 1-.. 

F'LI\T A1 11/F:, SUX:I< 11, CHERRY MANSION,·· 
~JHI>.NPOA GARDE:N, KOIJLCON 

~fi}3(!P)J. 
:· '• ··a Hong Kong Identity Card .I ! .or cc.mpuny Number · E459151(1) 

·. ·:~1tHl61ll1~11U~£l-fll IQ~ 1.0. card Number "tfi}M!~!~ 

b · ove'rseas Passport 
W9HUt 

Number. ~H~-

Nntlonallty m13 CHINESE: I' 
I 

Cap~clty f4 ro. Director Alternate Director to [: Mill f:i(UiiJl 

3 !llama .Itt :f, ·rycw KAI KIT 
s~rnaroo n.a; Other names f!; ~ 

'} 

:'·:.>·. 
;·;,· Previous Names flii 1H tt :f, . 
. ·:. 

~:.:. ~ ... , . 

..... ·:: 
>··L· ·j. 

.,. .... 

: ... :::.::·c:·;·:: .. 
:.';.:. 1'.,..; . 
~: .. :. ;,, ' >' 

Jl.ddress Ill! lJI: [?8TH FLCOR, 91 HENNESSY ROAD, 
WOCHAI, H<»JG. KONG · 

. . 

. ·: ldentlflc:atlon ;!:~- f9 &} UJJ 
.. a Hong Kong Identity Card 

.. · :' or Company Number 
1t i1Hi 19 tUl ~ ~ 1} iiJ M~ ~ 

· b Overseas Passport 
i1HHll!KI 

_. . ,. . Nnllonallty· JJl n 

H328031(6) 

BRITISH 

... ··.~'\.·.·~:·1_~\·.· · :.,:;> =·,.·r:. Cnpa-:lty /.1' ~· Director Alternate Director to 
... ,. " .· ., litJJ ututm 

i{~. y( .. · ·:: .. ·.-'· ·.: .; f~,t~& tick tho relovent bo~(es) liflt{ffii~MPUJJ -" M 

·\(,_ M--~;:~c~L-!.,t . . _· 

·.·. 
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. r 
• • . 1 

. . ' 

Date of Return : *ttJ.fll~~ El WI 

: . ·_.;·:. · 1 .-.·:?4 1 .. 09 -1 .1998 
,·>·.:: /· ·.. DO Iii MM 11 

.... 

Annual Return 
JmJ &:p.t:p J)i~ ~~ ' 

. .. / . . 

.... · j .. ~-~-··. :~~ :·. ·~· ·. .· : 
:~·~~ ';;,:\·: .. : · .. ,. 
>(N"~t~ tt ill. '11 Registers Address where iha company's registers are kept (If not th& same address as In Section 4) ·. ·. 

:'i;~;-: : : 0: , Jl U <}"I fll ff.Jl lG 111~~::,: _,B*nl 4 ~~JI!PIWIIMlP<l · . . .: ·.· · 

~;-~-.\~_:; •... ' ... ·. 
. . ·.· .. . ····'•. .· .· 

,•' 

:).:::·:; ' ' 

·. 1 :·(Note :tf 9) . 12 
~~r~~:<; ::-r(~-~ . . . 

Period Covered by Accounts Enclosed JJtt JtlM eJ ffl1Jillt IY:Jtl:iltk.!il?:Ph * E1 JUJ . 
(E~cept for Private Companies Limited by Sha1cs ;fl. A lilt 17} :pJ ll!'H.HIJ Ft.~~) · 

.. , . 

: ·. · .. '•. I -Tn 

oa a MMR DO a MM ,EJ· .. 

·:·: 

• t •• !<. ·. 
;:·,::en~~· in-ci> .13 Certificate 

!:i~:--;':. · .- . ; · . · (a} We certify thatthe information given in this Return (Including NIL • pages of Continuation 'sh~ets 
:·.· · ·· · · · · . .- . . NIL pages or Schedules) is true to the best of our knowledge and belief. . · · · : < > · 

bU.~il"JM~~nUM.~ 18 • M! J1t m ~ :.$: f!l q"~ J?'l~~ *'f ( '!!! ll!i ~ 31HtlJ! .& . ..:...:....:..: 

... ·. 

.: .. : 

. , 

.;-. 

·'' 

: .. :·. 

.:·; ~i.\ :0\ .. ,. '• 

. :!;{~/~·~:: /~.~ ..: .. ·': . 

.• (~)' 

. :~.fll~:lJl; • . . . . ' . ' ' ' .. _,.·,._: 
•. ! ' 

We certify that tho company has not, slnca the date of the last Annual Return Issued ·any_ Invitation to 'tile ·. . 
public to subscribe ror any shares or debet11ures In tllu company and that If the number of members_ is In·.; . 
excess of 50 at the dateofthls Return, the exceas are persons Who under Section 29(1)(b) of the Companies· ... :· ... 

. Ordinance are not to be Included In the carculation or 50. . . . . · ... . . '. · . .·: ·: ,··;-.. 
~~m~~~~~-s~••m•amm•-·••~ru~~~#·~meaA±~~~~~M~~ 
_Jl.Q:(f}~IJ'Htua · i<lllh7~~.6lflmht•f!l~aWim~.n+ · JltJ.fRbl1}1iJ~mm 29C1Hb>~ ··mmt±r> 
M~fi~--~M~SMli+6M~·- . ··: 

• Only relevant io p ate companies. Delete if not appl!~able . 
•jMfA!~.l.A.1}~·-" • M;.'f'5flffl • lr'IJU!~ • 

Director 

fgned ~~ 

CHAN WAI' LING ·:. .-: 

Name ~~ ·.Name 

Date SWI: 
3 0 OCT 1998 

--------------------
. ··.· .. 

: .; .i,: i:i: 
. :. } ': ;::~·: .. 

·~· :· .. 
: .. · ... · 

. , .-. r :.·· 
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'··-·: 
;: ...... 

< ,.• ••• 

'':{: <. 
'• .· 

:: . ,I ·.: ;. . .. : . . 

. 11,'-'1,1/f.-;·;FLAT:A, ._;: 
CHE;RRY · f:TANfliON, : WHAll/fflOA ~ :, ~ . 
GARDEN HONG· KONG ... · . 
·: ·~ ... :~' .. :J·~ .... : ·~ ... . 

:;;-.;;,·· 
.·..• 'j~' . :': . ... . -: ~ 

-~ -::··:· .... :''/: •• •. -- •• • • < -

STE:~-~2004;. SUN.LIFE:- CTR W. 
~}ioo KING.ST. w.·,· ~ · ..... , 

'ON'!'.'· CANADA •. ·., . · . . 
·-~_:.:. ~::~ ·. ·: .... -: .. /· . 

·-.· ,•. •' ,. 

. -:···· 
· .. . . ·: 

·.· .. 
·. :· .. . . ·. -~ 

•', ~ .... 
: ··._:.:. 

. : .. 

,. --:...-· 

-.· · . 

·. · .. 

· .. •; ~
' .. 
: .... 

. ·.· 

. _.:. _: . 
" .. -~ 

.. ·._.:·:·_.· .. 
. ': .:::· 

. ,:.:·_ 

.. '; ... ·. 
.. 

{::·-. ·.::::·~-:-·· 

... ··.· •.· 

;·.· 

··.·· ' ~: : ' . · . 
··:· .. .. :: :_ '; 

,:' 

•'• r: 

·: _:: ~-- ··t 
'. 

--: : 

. . . . .. . · .. : ;·_~;: ·.·:_;:_:_.te. __ !&_ . . ·._:_;· . 

. . .. .. ::·~·;._:. :· .. · ... ;-· /;·_,· •'' . 
·. :.·._ -.·.·.··.-.-·- ... ;_·-~·.·· :,· .· ... : ~-.: .. :: ·:: :=···:~· -:: .. : ... · ·· .. ;· .... ··· 
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' . 

Compa~yNo: 

-A'i1Jh6!t 
· Company Name : 

~ii}jt;f!f. 

Note: It is claimed that the ~nnwJ. /(Jt~\. ICJ9R' appearing 

it: 

herein as document number(s) C. t G filed on 3o- ( fJ-..tqi c. 
is 1-&re incorrect. Please see explanatory letter f. statutory Eleelftt'atien and
-amend~~ filed on ~ o- 11-- ~c-o<. 

Jf- Jl El .# "t iliHJ6Nib $, ~ it 
3i -1" iE.~ 0 1h" * /JlJ Jf-

a#·~-~~~~~··L··#~t•*' 

Signed 

** 
Date 
a.JtJJ 

{ •'-fiss K. t. LAt~ ) 
for Registrar of Companies 
~ iii 1i:.1l!Htht. ~ . 

1~fr}. 

· . .' :·· . ; 

.· -.:- .·:~·~ ~ ·. ::/ ... \~;::~·~·.\~!~~:·~·.\:\ 
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Companies Registry 

~ i5'J it:!: In/ ~ 

·FILED 
~-ff: 

2 2 - 1 ;;;,999 

Form 
~1~ 

for Registrar~ C<>mp:mies ' . 
,1:: aJ u. m-JSJ!t. ¥t. ~~At;..., 

Company Number :1}UJIQ~,~ 

~ 381246 

(Note .U: 2) 2 Business Name iffj m :fJ ffll 

L ......... : ......... -......................... ------.. -·---····-.. ···---.. -··-·-·-·· .. ·-.. ·---·-....................................... -...... ..J 
3 Type of Company :1} 11] L~J m ~~ Ploasolick approprlato box !!#tfjgtfJl!ltffl/JrJ .,- it~ 

0 Private .fl. }.. 0 Olhers ~t 1& 

(Nt1te ~1: 3) 4 Address of Registered Office ~.t fi~..:::Vfl~~.;.;.Jr.;:;:~At:::..;Jt!l..:::b...:fd:::.... ---·-----
/ 1409 GREAT EAGLE CENTRE, 23 HARBOUR ROAD, WANCHAl, HONG KONG. J 
L ....... _ ................... -.......................... -............................... _ ........ -................. --....................... _ ........................................ _. 

(No~e 3~ 4) 5 Date of Return * rjt t!J '.h. F.J l91 
0 

1""""'"''"''"'"/ ................ ._ .. 1 ................... , Which is 

l.. ..... :~ ................ ~~ .............. ~.:::. .... .! i~ f:IIUJ 13 
00 8 MM Jl YYYY 11' 0 

6 Mortgages and Charges It( M & Jill :1iJ 

Date of AGM Poa fF- -k 1?1- E1 JUJ 

Anniversary Date of Incorporation f~ :1i.l~ W !i'A fl~ {Jl f:l 
JUl 
Ploase b'ck eJ;proprfate box Htr..&ift.~Mr-'111'11 "" j/£' 

Total Amount outstanding at the date of this Return on all mortgages and charges which should be registered with the 
Registrar of Companies 
tit n£ * 111 ~u w. r:1 101 • -Ill gt 1:~ 1} ~'~J at. till-~ w JR ft ~ {l(J It( m & w i1l.! ff-J * m NJ w *i 

[·.· .. ·.:·.·.·.·.::·.-.~·::·.::::·.:·.·.::.·~::·~~·.:·.·.·.~.:::·.:·.·.·.·.:~·:::·.·.::::·.:·.::·~.·~~.·.:·.:::~:::::~·.::~·.::~:::::~:~·.:~.:·~:·~::·.:~.:::::·~~:::~:~~.::::::~:~.:.~·:::::·.::.·::.::::::::::::::::·.::::::··:~::::::::~~:.::] 
Presentor's Name and Address 
f.liltt:AO":Jfd:~&ltllltl: 

COMMON VOTE NOMINEES LIMITED 
FLAT B, 5/F., CRAWFORD TOWER, 
99-101 JERVOIS STREET, 
CENTRAL, HONG KONG 

05935920 

. ~mlmnmrrm11111m:lr 
97 to Specillcallon No. l/97 
~fl!Jn:uat~:i!l t/97 u 

For Official Use 
li1Jo/JlllWI•Ilfl 

22/10/1999 
Sh. Foro, : 

R 
07 
CHt~ 

lttt:.·7oo7t 
AR1 

tl05.00 
$105.00 
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Annual t~eturn 
flfl!{:.lfl~~ 

Dalo of Return *fti~W!:J WJ Company Number ~.}NJlf.J~~ 

1 

......... 2.4 ........ ~···--... o9 ........... r ..... i.999 ........ 1 

........................... L .................. _.J ......................... .. 
1"'""""""""""''"'"38'124'6"'""'"""""'""'""""'/ 
t.,.,,,,,,,, ......... ..,,,, .. ,, .. ,,,,, ......... ,,,, .. ,,,,,.,,, ....... ~~~Ht!tUOU 

00 E1 MM 11 'fYYY !(t 

Page 2 2JI::IT 

(Nole ~1: 5) 7 Share Capital Jill* (As at the date of this Return ~ 3! * tfl W ;& S l~l) ....... ~~~:=~:;~~~ ...... r .................. _ .............................. ;::~-;~:·;~-~:·~;·~~; ........................................................ .. 
~~~* 1 s~n~* 

·-~~~=··~;·:~~~:~··· ..... :~:~~\~~:·~~··'"1'·:~~·:;·:~:=~·~~~~~·:"· ........ ;~~~i~·;~~·;···- ......... ~ii~~ia::i~~~i~:;:······ 
Jlltfl}:t{I)Jij .fi:Jit'11/tl.( 

1
i B~tJ'Jlltrortt g) of Shares ISSIJed B~t1Jillfl}I)<J 

61ft f.i'llll: ~h)<J 6 ~Jilt~«! {ul 
i lJII 1 wi(ii{[{ 

·"oR:omAR:v ..... ···'HKil·o:ooo:o·o· .. t--................ io:<roo-.................... HI<s10:ooo~oo .................. HI<$To:o·a·a·:oo .......... .. 
1 .......................... _........ .. ....................................... r ..................... _ .................................... -... -....... _ ....................................................... -............. .. 

.......... --.............................................................. __ !, ......................................... ,_,_ ........... __ ,_ ........................................... -............... , ... _ ........ , .. ,_ 
I 

.,,, .. _,.,,,.._ ..... OHO .. to .. toooo•o• '''''''"'"'"-., ..... _,,,,,.,. ..... , .. ,"'f''.,."' .. ''""M'"'.....,'''"''''" oohooooooo .... o .. o ''''"••hooo.,~KO.,tt>~o.,o-oonO•ooOtuo.,o ••o•loo>U>Htooooo>••••-•ooooo"''"fUio,....UUftUo""'' 

i ..................................... - ........................................ £ .................................................................................... _ ........................................................................ .. 
Total HK$10,000.00 ! 10,000 HKS!O,COO.OO HKS!O,OOO.OO 

~$.! ~-·· i <>ll•l!il ____ ..J _____________ .. ------·-·-··---

Enter below any changes to the structure or the company's share capital sin co the date of the last Return. 
!lit 1~ m llli * (!(; »<'i m ru .t ~ .~i IJI ~u ~ s lOIPJ * a~~~ W1 • m t£ r lli1tlt ~ ar. ttl • 

- I Class of Shares lllH~H!Ul1l Change ~!WJfi'lifll . .. 
N/A J 

! . 
l 
l 

l 
I 

(1/ote :£ 6) 8 Past and Present Members ftl:J;&.IJlt'l:n<Jrtli:L'l Pfeaselickeppropdat~box Jrf0i.i1.fs'j'fltft.Y1111 .r !;!' 

For company with a share capital 1Jillt*~H} i'IJ 

0 There have been OQ changes since the Annual Relurn for 1998 
rtr~~ fJ'J~tl.ifJ'II'~~H'J* · t~H!IUHffilf~!l!IJ • 

OR r.t4 
2 0 A full list of members is enclosed (use Schedule 1). 

mmaa~~w~mc~mmw-> · 
For company without a share capital Al~ n~.t "-' (Y.J 1} i'IJ 

3 0 The number or members at the date of this Retum Is __ _ 
lit rJr tU !& !:1 JPJ {r(J li<. fl ~ m ru: ).. • 
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(No1e tt 7) 9 Secretary 1~ P.f 

Name .llt :g 

Address ll\1 Jtf: 

Annual Return 
JlijfJ!Ef=t~~ 

Company Number i}fl.l~~~~ 

[ 
............................ '3'8'i'24'6"''"""""""'""''""""1 

.................... , ............................................................... . 

Page3 m::m 
(Uso Conb'nualion Shoet A if joint secretaries fiii#IH~IJJill • M!l/ldJ!l A J;ffl) 

Alias (If any) })~ :Y., ( /Ill :f.i tltJ ~ ) Previous Names 1111 JIJ kt .f. 

JFLAT F, 3/F., BLK. 37, LAGUNA CITY:·C"HAKWO LING, ---·-....... ~ 
I KOWLOON 
1 ...................................... _ .... _ .............................................................................................................................................. ..! 

ldanllflcatfon J',io 6) ;n IYJ , ..................... Es·i·47'7s·cor .................... r .................. _ ...................................................... l 
a Hong Kong Identity Card 

or Company Number 
i'i' m !l 6} r.a IJH!l ~ ~H'lJ lQ ~~ 

b Overseas Passport 
#HJ.l<l I!<! 

Nntlonallty I~ m 

....................... --......................................................................................................................... .! 
1.0. Card Number !} b) iXl \l.~ !.i:i Company Number ~ fiJ lid '1~ 

f .............................................................. -.......... I ............................................................................ l 
I I ........................................................................... .1 ............................................................................ .1 

Number llJ: ~ Issuing Country 16 .l:f fll ~ 

i CHfNESE L __ ..._. ____________ ___ 

(Note at 7) 10 Directors 1(0H (Use Continueaon Sheet 8 if more /han 3 directors .(ffl/fifJ.=!:&Afl/f • Jifi!J/JfJ1B .IJlftJ) 
(Complete ContinuatiOn Sheet C for other directorships if/he company Is listed on Hong Kong Stock Exc!Jange 
tfliHQiittEi'lif!Nift~.f.J.M.tili • .M!!IIf1trC !Jf.t"f.l(:flb_iir!lftlb,~ 

Name tl :fr i CHAN WAI LING j 
L-.---·---------------····----·-·--·--................ - ................ ~ ...... .J 

Surliame iri: 1.\; Ol/'>4r names ;f, :r. 
j"'"'""''"""""'"'"'"''"'''"'"""'"'""'""'""'"""""" ................... i ............................................................................................... ! 
I ! ; ................................................................. _ ......................... J ............................................................................................... J 

Alias (il any) )}I ;f. ( 141 'If tl'~ lf; ) Previous Names J\11111 !(t. ;f. 

A<ldress ~~ 1tl: f" ........ F'L'f\i·F: .. iJF::··aLi( .. 3'7: .. cf\o'U·NA .. cir¥~··c-~if\ ... i<'\:Vo"i:'fNG~ ............................ l 
! KOWLOON I 
L-.-- --.. . 

Identification U 6i .lQI!JJ 
a Hong Kong Identity Card 

or Company Number 
i"f ;{! .t;{ 6} ,;Q IJJI ~ i£ 1} 1l) IQ '1? 

b Overseas Passport 
IN St~~ !.i:l 

Nationality I~ l1l 

L E814778(0) 

1.0. Card Number !} 6) 1J ll~ R!) ----·----·-__j Company N umbnr 1.} i';J 11.1 '1~ 

: j I . 
.. --·····--· .. !---··-·--·-.. --·-·---.. --! Number ~ it'} Issuing Counlry ~ ;a 1~ ~ 

r ...................... c.i11N'E'Si3" ....................... 1 
l ' l, .... ,, .. ,, ... .,,_.,,,,,,,,.,.,,,,,,,,.,,,,.,,,,.,,,_,,,,,,,,,,,, ... ,.,UU•' 

Capacity !} 6i • (21 Director 0 Alternate Director to r ............................................................................................ f 
M lff £or It 1ft llf L----·-·---------....J 

• Please lick IIJB rt1/evont box(os) Mtt fli/N::tt;1r.lf/itl "' 'If 
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. '.' 

'· 

Annual Return 
ffliXF$¥hl~ 

Dale of Return ;;t>: ttl vU~ El m Company Number 1}VJJQ~,~ 

l 
........... ~ ............. r ........................ .,. ............ _ ......... , 
.......... ~.~ ........... 1... ...... ~: .... ~ ...... 1... ..... ~.:.~~ ...... ~ 

DO 8 MM J!J YYYY ~f. 
1 

.................... ~ ........ 38.Ei4'6 ................................ j 

................................................................................... 

Page 4 tlli1Yl'f 
10 Directors 'f(PH (eont1d 1\t.l::.lltl 

2 Name ~:g 

Alias (If any) m .ij ( /.111T ll'~ 18 ) Previous Nam~s fi(J Ill kl; :f. 

Address It!! JU: ,........ --- ·---------: 

l 
FLAT A, 11/F., BLK. I I, CHERRY MANSION, WHAMPOA I! 

GARDEN, KOWLOON 
''"''''''"""''"'"""'"''"'u"''"'"' .. "'n••-uoooHHt .. uou• .. ,..,.,,, ....... , .. ,..,,,, ... ,, ..... ,, .. , .. ,,."''"''''" .. '""-"'''-"''' ......... ,, .. .,,..,.,,,,u••ru•oououo ...... , 

ldentlffcatlon fr 6> ;it IYJ 
a Hong Kong Identity Card 

or Company Number 
i'r ii.H~ 6} all I}H!J ~ ~ i'IJ IIH~ 

b Overseas Passport 
lfHf..J« W.l 

Nationality IM :t.'l 

capacity t; 6) • 0 Director 
))t 1)1 

1 ........................................................................................................................................................ 1 
j E459151(1) l I 
:.uuuuuo••••"•••uu•••otu .... ,,,...,,,,..,,.,,,,,., .. ,,,,,..,.,,.,,. .. .,,l,.,,.,.,,,,, .. ,,,,u,u••u•n•-••••ooo"'''"'''.,.""'-"'"''',.•"'"''' 

1.0. Card Number !¥ !}} .~ ~ ~ Company Number i} i'lJ tQ '1~ 

, ............................................................. - ........... T'"""""''""'-"""""'"'"'""'""'""'"'"''""""""'"1 

i i i i . l 
1 ............ H,, ................ , .• ,. ................. , ........................... f ........................................... ., .. ,,,,," ....... ,,,,,,,,, ........... : 

Number ll!ll!!J lssufng Country i6 ~ IIJ * 
CHfNESE 

0 Alternate Direr-tor to 1 * ft 'f!ltlr L. ................................................................... ., ............ _ ....... J 

,--------------------------3 Name ~.f1 POON KAJ KJT 

Surname i1 .l.i: 

' i _L _____ . 

Previous Names llii11J tt .fr 

Address ~~ ld: , ........... siii .. FL0'6R: .. 9'1"ij8.NNE·ss·v"R:(i\5~··HoN·o··kaNo:· ............................................ i 
I ! 
! I 
L. ............................................................................................................................................................................................ i 

Identification t; ~} ~ IYJ 
a Hong Kong Identity Card 

or company Number 
1'r !!HI' f}} ,IQ '1~ l!!J ~ i} iii ~ 11~ 

b Overseas Passport 
iN~:<JOO . 

Nationality In 1li 

Capacity !1- f}} • (tf Direotor 
h'i:IJI 

, ... OHOioOO .. OIOIOt"""''''""'''"''""'""'"OOIUt•tO• ....... UOh04t0'100ottoU .................... H .. OOOOO•oo\o,oOOUOit"''''OIOOOOOI ... 0 .... '''"1o 

I H328031 (6) I ! 
! ............................. - ................................ _ ......... .! .......................................................................... .! 

I.D. Card Number tl' fj) :;Qilfl!W Company Number 1} ill lQ It~ 

! ~~, -----------------~ 

Number '1~ I!!J . Issuing Country ~ ·U fij * 
!_
1 
-·-~~ITIS~---J 

Alternate Director to f' .......................................................................................... - .. , 

O f.ll !tin 11r ._I ----·---------
• Please tick th-t relevant bolt(es) &f{£ffi/ll.?i!I3FYQO >"' 9~ 
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.... ·· .... 

Date or Return *IP~U~r:JWl , .......... 24 ........... T ....... o9 ........... , ....... 1.999 ........ j 
L. ....................... .l .......................... .l ......................... .. 

DD El MM /~ YYYY !J! 

Annual Return 
MJ~$¥fH& 

Company Number 1}f1J{Qli'l 

r 
............................. j8'i'246'''"'"'"'"""'''""""'"J 
.. .................................. 1 ............ 1 ............................... . 

PageS 1ff1LJ!f 

(Note Itt 6) 11 Registers Address where the company's registers are kept (If not the same address as In Seclion 4) 
n nn 11a ~ m «o tJ. ~'- ila orr !l<J ltk 111: < t41!ll!iii'«~U-*m ".r£ill<J:tEII~MJfr~r:I.J) 

Register ~ ihl flU r 
l 

Address Jtk hl: 

L---'-----~-------' 
(Note tt 9) 12 Period Covared by Accounts Enclosed Ui liH ~ ID m W i?J1 (19 ?.f itf· kli ~ WJ * F.JlOJ 

(Except for Private Companies Limited by Shares "fl, A llQ £5.} fj ~ ~ nJ m<1!-) , ................................... ~ .............................................. ~ .. ! 
L .......................... ..I ...................... : ...... L ......................... . To 

~ 

r ........................ T .............................. , ............................. J 
1.. ......................... 1 .......................................................... .. 

00 fl MM f1 YYYY !f. DO f:J MM fJ YYYY !J! 

(Note II: 1 O} 13 Certificate iiU IYI ~t 

{a) We certify that the information given in lhfs Return (lncfucJing ONE pages of Continuation Sheets and 
NIL pages of Schedules) is true to the best or cur knowledge and belief. 

bH2 a•J r11 !Ill.& ffi :M .Jrr <a • t.o\'i tt m •YJ :-t.:rfl m w r"'J ()(J f.i .t:~- < 1!! m ijM ffll\f .:& 
iJ./lfH w) tc Iii~ ~~~m · 

• {b) We certify that the company has not, since the date of the fast Annual Return issued any invitation to the 
public to subscribe for any shares or debentures in the company and that if the n•Jmber of members I$ in 
excess of 50 at the dale of this Return, the excess are persons Who under Section 29(1 )(b) of the companies 
Ordinance are not to be included In the calculation of 50. 
~ fl'J r.! 191 1} RJ Ll! .t- fJi Jfilll~ If I fU~ J:J lUJ P). * • llf( ,qU! Hl {f: l•'f X f'l: • ~ 'l~J 1} ~A :1: fliJ ~~~~ill (.f: 
f•iJ ~~~ir..~ YHl'tim • ffiJ 11.1tau& J.\1 ~ m ~ •1•11l~HT JoJ.m~ .n-1- • n'I llH~ 0 n1 lUi fl'!l m 2ec1 JtbJ~ • 
m mWti:Jr~ n 1- t!tl.fitt:rfiitf·:txfl<J Ji -J·.:t Mr~ • 

• Only relevant to private companies. Delete If not applicable. 
• t!fi w fl. A 1} rrJ i)JW · !llr -r- lP1 m · Jli rot :a • 

Director 1 . _; : secretatz_;W 
1 

-~ned 
CHAN WAI LING 

Name /(.!;~ Name kt.fr 

Date F.JJgJ : 2 0 OCT 1~9~ 
...... .,. ................. ! .......................................... _. 

r,6-z 
L.. .J 



I 

Form 
~ttl AR1 

Companies Registry Annual Return 
~WJID:Wai J§Hff!lfl~~ 

(Continuation Sheet B kffffif B) 

DateofReturn ;f;:tfl~~ElJIJJ Company Number ~6'JM!t~ 

I 381246 I L .... ?.1 ...... ..1. ...... Q?. ........ I ...... !.22?.._.1 
00 8 MM 11 YVYY lf. L. ................................................................ .J 

Qe.taiiS of Qjrectors (Section 10 of majn form) MtJrRr-m OHatr. 10 r.Q) 
.......................................................................................................... - .............................................................................. 1 

Name !& :S f VAN OPPEN DAVID BRYCE 1 
l.tojuoolooooooooo~liiUneOUtltlfUUIIMIUOUUooo .... UHUI-ohoftoi04 .. UUHOOOIUtu .. otO•IH00U .. OINOfOHU!J .. u .. oooUUUt .. tuouooOOifOOooHoooooouU!OHUOttotUOOOUOJ 

Sumarne ;".£ ,m Other names £ !}!: 
louootoooonoooooooun .. ounonou .. niOOUUtU"oooooto-OOH"••o ... uouuonotUHttOO<ooooyounoooo" .. f> 01 -lttUooonntOUttotouooot .. oootfiiiUOooooou.,ooooo>oou.,ooooun•o: 

1 J I t .... -o ... oto•ooowoo.,,.ooooO .. UOUOotoUo .. H .. II_,.uoooooo-HonoOoHHUO"O'""h ...... , oOOoOOOOOo''"''"'''''no.,oooooooH••••Ho,.,,,,,,.,,.ooooonoooooooooOOOI-OOoooooooouooJ 

Alias (tr any) })~ .-g ( 9t1 11 fl',J at; ) Previous Name!! tlil m kt --8 

Add ross tl!! 11~ ~108, GLOUCESTER TOWER, THE LANDMARK, II PEDOER ST., C., H. K.j 
l .. ,,,.,,,..,,,,.uo•••"'"'"'''"""'uoonnoooooouooouooowuoooNoooooot .. •oM•noo,.nuo"'"'''''"'"'''"''"''''U'•"''"''""'"''~•• .. '''''''"'"'''"'''',."''''-""'"'J 

Identification £t f}} m UJJ 
a Hong Kong Identity Card 

or Company Number 

j"""""""""'"'""'"""""'""'"""'""""""'"'"""""'i'"'""""""""'""""''''""""'"""'""""'"""""""i 

! L000867(5) ! I 
...... Tcrc-a·ra .. Nuiiiiier ... J:t .. liHii'ii~·ar·· ........... c:·c;;npailii'HiJiiiii'iit .. 1rfii·iif~r· .... . ~ itE £t (S} !IHH!} ii~ -D uJ lt:l Ill: 

b Overseas Passport 
tfH~Z!f!l« 

Nationality rM m 

Capacity tl' {j) • 

2 Name ~t..i) 

Address II!! 111: 

Identification !!- 6} ID l!fl 

0 Director 
1K llf 

r 
i 
' Number It~ 61!) Issuing Country ~ ~ F$J * 
! USA I 
: ................................................................................ ~ 

Alternate Director to 1· 

l-7 It :it'Pl~ ! 1 , ....... u~,u .. ,,.,,_,.,,, .. ,,,.,.,..,,,.,,.,,,,,, ... ,.,, ... , •• ,, ... ,, .. , ....... ,.,,. .. ,,,,, 

0 
!""""""""""'"'""""""""'"""'""""""""'-"""'"""'"""""""'""""'""'"""''""'""""""""""""""""""""""""""""""""i 

i . 
~ ............................................................................................................................................................................................ J 

Surname tt .Li:; Other names .g ~~ 

Alias (If any) ~~ .i) ( fill 'fi ll':J ~ ) Previous Names l)ftlll tt :g 
.. -------·-·--·---, 

I 

a Hong Kong Identity Card 
or Company Number 

r--·---------·----
1 
I - I 

1tr it! tH~} ID 91U!~ !1( 1} m um 
b Overseas Passport 

11\l ~~~~!!<I 

Nationality m Til 

Capacity tt f)} • 0 Director 
ft'\ Iff 

1.0. Card Number tl' (~} !12 ~IL ~ Company Number 0 fiJ U31t~ 

,.-------... .--......... --··----·-.... - --·--··--... --., 
I ! 1 
~--~~~--~~------~~· .. ----J Number '1~ ~ Issuing Country ~ l}l rn ;)( 
,-----~- .. -"...., 
1 ................................... ,_ .. , ........... , ... _ ............... 1 
0 

Alternate Director to 1 ............................................................................................. 1 

F!l It .m: lll L ... ___ .. ___ ,, ____ , __ ,,_.~ __ j 
•Pleas(' tick the relevant box(as) JJtl!fl/ll/:if/3PIJJn ""Y.~ 
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t···. 

Company No: 

~aJthit 

· Company Name : 

. . -A' ~ ~ ;flf. 

Note: It is c·Jaimcd that the /tYJnwJ. f&+v~AtA- 1 qc;c; appearing 

ft: 

herein as document number(s) C ([} filed on J J_,/ o-tCJCJf 
is I are incorrect. Please see explanatory lctter-1-sf.llttttery-deehtration and 
amended return f.-rutfiee-filcd on ~ o-11- ~ .ro<.. 

Jf. ~ El # l¥t .1Q J.t.fQ .$, ~ fbt 
-*-~ .iE.Ati 0 ~ ~ I!IJ Jf. 

a#t~M#~,~~-~a••~~t•~' 

( Miss K. L. LAtt ) 
,' · .. ·. . ; 

Signed 
~:i for Registrar of Companies .. 

~ 6J 1i:.-JUI' »tht k 
... ··· 
!t'' 

~;{.'~\) . Y· ofoaa2a& • 
.·. . · ~\>;.~:·:) Wll~!lllliUII!Ifllll:lt Date 

EJ JIJJ .. 
. ···.· 

1-l:..ft) . 

:)7~tl~ ~~·. •, 
···:.'·_"·.' . 
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[ iJ6o. lc Form AR3 
~{~ 

Companies Roglstry 

0 rrJ 11.1: lilt JA1 

Annual Return - Certificate of No Change 
ffl1 (q:: $ ¥1il~ - Ji~ Ml1~tl& ~~It~ w 

(Private company having a sha(e capllal 
1J Jl~ * (I'~ ~i, A. 1.~ f.IJ ) 

Company Number ~.HlJn;jl).~ 

381246 

1 Company Namn 1} .@.f..::.:t~fliJ'!..' -:::-:~~:-:=-:~:--=-:-=':'"7'::=~::-:-::=:::----------, 

l SINO-WOOD PARTNERS. LIMITED 
Xfti~!*JW.~WJI~It.!.fi!~N,.(='~-~"--iit.!..J -----------~ 

(Nole ~1: 2) 2 Certiflcatu ,1(! 1~1 jlf 

. 1 cortlfy In accnrdonco wllh section 107 (5) & (6) of tho Companies Ordinance thnt • * )... Itt lV.I 0 i'IJ ((~ ~I m 1 o 7 ( 5 l ». . ( 6 I ll'11 ilQ 191 -

(o) tho dato at which tho last Annual Return pursuant to section 107(1) or tho said Ordinance was mado 

up by tho company was 24TH SBPJEMBfiJl. 1299 , and 

if.: 1} nJ (/'< ~It .1.: ]11! ~ W4 ;n: 1 o 7 I 1 I ~ jjl'! LIO IY-J ftl ill - {)} /.'il It' II' til W (1'.; 1!1 JOI 

----- Jt~ f:J 

(b) as at Nit! SEPTEMSER, 2000 (being the data of the anniversary of the data 

of Incorporation of tho company for the year 2!JOO } thnro had bean 

no chango since the date specllled In (a) In tile Information contained In the said last Annual Return. 

HI (ll l f!.t m Ill IYJ il':l El 191 AU • !i! fl' I'J 
1!1 

( Ull ------ !i~ 1.\'l: ;{; 1} f1J r~ 'ff. I~ til 1\'A Z El ((:J Jl,J {J'. 1!1 ) 1:$ 
.tl: • .!: I!I!IY:J /rz ill - · f:t 

• Delete whichever does not apply /ARf;!FF. ~Ill lf 
Presenter's Name and Address · 
l~x;..IY~~~nJI!!lt~ 

COMMON VOTE NOMINEES LIMITED 
Ft.AT B, 5/F., CRAWFORD TOWER, 
99-101 JERVOIS STREET, 
CENTRAL, HONG KONG 

06593112 

111\IHr.ltl IIIli lltlll\lll 
First revision 10 s~ncallon No. 119a (AmondmGol ND. 112000) 
l!iDJJIIl«!11119a ua~Jn t W!li!&J'(IJIITt'lt.m 112000 ~~> 

!tc II' til ~ r,; •I~ IYoJ ~ *'I !If\ A\~ H: (iif i& · ~ 

2 5 SEP 2000 
Date r:JJUJ : ____ __:_ ____ _ 

For Official Use 
3~o/JIA~~*IM 

26,'0?/2000 
Sb. Forro 

R 
07 
CH9 

BB34NS6 
AR3 

:S105.00 
:H05.00 
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This is Exhibit "U" mentioned and referred to in the Affidavit of 
Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 20 12. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Notice for approved license of company 

Nanxiang rf-i)';J;]: 

The company registration had been approved and a license was granted. 

Company name Shanghai Jinxiang Timber Wholesale Market J:)ii);~f'+t'KMHtJst rtf:l:h 
Address No.8, Fengxiang Road, Nanxiang Town, Jiading District 

~ fi: IK r¥i f5J3 ~ $ f'l3 ~ 8 -'% 
legal representative Li Jinshan *~ tlJ 
Registered capital RMB3 million 

Including: Fixed capital RMB1.47 million & Current Capital RMB1.53 

million 

Company type 00 :*=IV( it translated as: Joint Venture enterprise by State-Owned 

Enterprise and Collective enterprise 

Business methods wholesale, retails, and service 

ttl::&' ~~. B~% 
Business scope Major business .±it Timber, wood prdoucts, steel, nonferrous 

metal 

*H, **'l {fb ' ~IX] ;f;f ' 1f~~~ 
Concurrently engaged in Merchant, leasing 

:Miit m~. fll~ 

Registration No. 171189100 

Date of issuing 1997-July-9 

Jiading District Administration Bureau of Industry and Commerce ~IEIKI~~fiE)(ff:lf!.~ 
(stamp) 

1997 year July month 9 day 

JJ 
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This is Exhibit "V" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swon1 before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 20 12. 

A Notary Public 

COLIN BERNARD COREN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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f ................... . .. • - ............ ·····- -- " .......... " .... h ............................................................ ! 271 

5f f) lJ 

-- --·-·:---
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Key Management Staff 

Company name: Shanghai Jinxiang Timber Wholesale Market J:jf!J ii£nl *ltitt~ f!1 J;~ 
Human Resources Department 

Date: 

Name Gender Ag Education Position PRCID Former employer and position 

e 

li Jinshan '$~ill Male 58 College General 310108401231401 Shanghai Plywood Market _tii.i}~ 

Manager -s-t&. m.tm 
general manager 

Bao Weibiao ~~J:l. Male 41 Senior high Vice general 31022256015081 Shanghai Plywood Market JjliJJJJ(: 

1ff- school manager -frW.rl1.tm 
Vice general manager 

Pan Deqing illHtiil!J Male 62 College Vice general 310106340702327 Shanghai Liya Artificial Board Co., 

manager Ltd. 

J::i'f.i};j<IJ iiE A.ili: Wi.1HlH.~ EJ 
General manager 

Cai Wenqi *)0~ Male 65 Senior high Vice general 310222330316001 Shanghai Plywood Market J::i'f.i}jll(: 

school manager -frt&rli.tm 
General manager Assistant 

Wu Nafang :J:JV!%' Male 62 Primary Manager of 31022236020804 Shanghai Plywood Market J::i'f.i}IIQ 

~~:jf 
school business -s-w.mJ:m 

department Vice manager of general service 

department 
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This is Exhibit "W" mentioned and refetTed to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303·7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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A 

it~ {{ 1f ~ 4:lt JHt)) i!~:t -1- ?74 
·--· i 

li~ _ll: t .:t1t-·iG~i~;ft) 1i~1r -*..JitJ~ii: Jti!~~ 

"- -----·.- --·- ... --~- . --- "·--·-··- ---.... ~·"'·-·'----··········---..._..-- ·-..-.------ --·-<"-

----+--- ... ··-· _.,..... ..... ---~---·--·-·······--

... -------
300 

---·--·- ---~---~ --~-· · .. -~· .. ~ .. -----~···· ... -.- ..... ·····--·--- _____ , - ·--~ ._ .. ___ .. ~ ... -- ------1 

I 
~K~fft~ ! -

n·--· ..... ··~----~- .. ·-·•··.•--·•---....... ~~-. -~.-------~-~~-~-.. --·~-•·---'-'-----r-"""'•<··-·""'-~~1 

!f.!.,.,. 1997-'.f-07 }~ 09 r:; _f 2002-~07 Ji 08 I.l 
~--~-----·---+----·· --~. ·----··-----·--·---- -------. -· - ··-~·-----·--·· ----~-~-~---~--·····-»· '"·---·-·--1 

3101141011891 I 

1998 ~~04 Ji 02 F1 

--· ---· _,. ______ •. --------- -

1998+04 f} 02 E1 



Notice for approved Business Registration License 

The changes had been approved and a business registration license was granted. 

Company name Shanghai Jinxiang Timber Wholesale Market J:.)t!j:1f£f;J1*M 
1tt/X:m:l:m 

Address No. 8, Fengxiang Road, Nanxiang Town, Jiading District, 

Shanghai City 

_uf!f.m~~!Ki¥jf;J3~=F-tJ~~~ 8-% 
legal representative Pan Deqing tilH~i~ 

Registered capital RMB3 million 

Company type Joint Venture by companies llkt\':il:::~ (¥:}:;.)\) 

Business scope timber, wood products, steel, nonferrous metal, Merchant, 

leasing 

*M· *fif1Jn°J:J, t!XJ;f.t, ~~~~. 1H ifij' ~fl~ 
Business mode Wholesale, retail and service 

Business duration From 1997-07-09 to 2002-07-08 

Registration No. 3101141011891 

Date of approval 1998-April-02 

Jiading Administration Bureau of Industry and Commerce ~JEIRiifiif.D (stamp) 

1998-April-02 
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;.. :. ''l 

;fll: ,t_ « 1f ~:itJ!l) 1(~·.f-
.! ' .... ) •"' I' 

A 2'76 

·~ ,,,.· 

.. --· ---.------------·----- -............-.---,..-----------·---------·-·---·-- ... 

---·-·--"'·~·A' ........ ,.. .... _,. .. ,- ,....,·•.-

,/ 

. l-*.ft• 300.0000 

.._.._ ............... -~--.---.-.-•. -,_~·------·-.............. .,~ ............... ~····~·"•"•···~--~·-·-··-·~·-------

~ .. ~~~~~ 
~ . . ~ ·• ' 

1997 .!f·07 FJ 09 a .t. 
____ ,.r'V"':"',.......,,ifl_,. __________ .. ,... •••. · .. ~· .... ·•-· .. 

' 

3101141011891 



Notice for approved Business Registration License 

The changes had been approved and a Business Registration License was granted. 

Company name I Shanghai Jinxiang Timber Wholesale Market l:. ~Hi:£ f:Fl * M 1tt 
~m*P1 

Address No.8, Fengxiang Road, Nanxiang Town, Jiading District, Shanghai I 
City 

J:: iifJ: m JH£ IK i¥f1;)3 fA$ f'M ~ 8 -% 
Legal representative Bao Weibiao ~@J?.fiJ\ 

Registered capital 

Company type 

Business scope 

Business mode 

Business duration 

Registration No. 

Date of approval 

RMB3 million 

Joint Venture by SOE and Collective enterprise 

~f-f E.i~f*~;gi£~ c~~0i§JrtA) 
timber, wood products, steel, nonferrous metal, Merchant, 

leasing 

i:M. i:l!iiJ rfn, ~;f;f, f-ffS:i:~. tmm. ~13.~ 
Wholesale, retail and service 

From 1997-07-09 to--

3101141011891 

2002 -August-01 

Shanghai Administration Bureau of Industry and Commerce Jiading Branch 

_t iHJ fir I raJ ff if.X ~ JI Ji5J 3 J£ :7J" fiii 
2002-August-01 
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:.!&~.f* 

~jk:lilihl 

~f\!~A 

!~~~)! 

~~~~ 

~~rum 

~1J1Jjf:. 

~:&M~ 

l:tJBt.tt 

tt<xtEJWJ 

~JX \\ ·g~~~~~)) Jm/'~¥ 

~~~~~~m~~*' ~~~~~~~~~~0 

.1. 7BJ ~ AA *fim;X: m ±Jh 

J:~ rtr :UJ.Er~< rw mmt:¥4lr~a~ 

li$1. )M,.M otJ,+ 

300.0000 JLAJ~;ffi 

[l}l~ ~~¢.~~1£~(~f.i~ill~A) 

;t:t;:t t *ili'J t:l I flU, m~J, 1f~'it:Jt~. :ffirfif, llHJi Otv .& ilf iJf t£ 'lW A<J }E ilf 
or liEf& 1tf ) * * 0 

:Jtti.~t ~1~ .Jl~ * 
1997~07 J~ 09 B 3i 

3101141011891 

2003if.11 fi 20 B 

-· ~- -'"---' 

A-~ 
2.78 

I 

! 
' 

I 

.. 

.. 

.. 

. 



Notice for approved Business Registration License 

The changes had been approved and a Business Registration License was granted. 

Company name / Shanghai Jinxiang Timber Wholesale Market l::.iiff:ili:tJ.j*;f;Htt 
tz:rl'iJ$J 

Address No.8, Fengxiang Road, Nanxiang Town, Jiading District, Shanghai 

City 

_t tlirm ;~;E tR i¥.i J;J~ m-=t=: m ~ s 1if 
Legal representative Cai Xuelin ~*G 

Registered capital 

Company type 

Business scope 

Business mode 

Business duration 

Registration No. 

Date of approval 

RMB3 million 

Joint Venture by SOE and Collective enterprise 

IE:ff --'=J~·f*~tr1biK (~~1}ilJ¥tUU 
timber, wood products, steel, nonferrous metal, Merchant, 

leasing 

*1/f, *lfiiJ~=~~~, WJH, if·@.~~. m~. {fi~ 

Wholesale, retail and service 

From 1997-07-09 to--

3101141011891 

2003-November-20 

Shanghai Administration Bureau of Industry and Commerce Jiading Branch 

_t ¥~ ;=p I rm 1r iEJI: :g JJ. }j[jj 3/E 71' }j[jj 

2003-November-20 

h 
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This is Exhibit "X" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swom before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 

2.80 
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Agreement to Terminate Joint Venture Business 

Party A: Shanghai Jinsen Material Trade Co., Ltd. J:j~{fr:~~ilj~ rtJl ~ 0"§') 

Party B: Shanghai Nanxiang Industrial Development Zone Industrial Co., Ltd. 

.l:~WJf:J~I.frff~rR~.fr~ll~ 0"§') 

Shanghai Jinxiang Timber Wholesale Market J:.~:s1i~3;fct.if1lt2stmt~ was a JV business, 

co-invested by Shanghai Changxiang Industrial Co., Ltd. J:~Jl§~~.fr~~~0'§] (now 

renamed as Shanghai Nanxiang Industrial Development Zone Industrial Co., Ltd. J:.~WJ~I 

~f}f ~ fR~.frf.f!l~ 0"§]) and Shanghai Jinsen Material Trade Co., Ltd. J:.~:s1i~~'&£ rtJl ~ 
0"§') (the company was revoked on 2005-Feburary-4). 

According to the actual situation of the construction material market in Shanghai and the 

two investors' business development, Party A (Shanghai Jinsen Material Trade Co., Ltd. J:~ 

:l1i~!lo/J~tfJJ.~0E.l) made its new business choice to terminate its investment in Shanghai 

Jinxiang Timber Wholesale Market J:.~:s1if:J~*M1lt2stmtm during the third directors' 

meeting of the second term on January 15, 2000 (see resolution). However, the termination 

procedures have not been registered yet. The two parties have now decided to terminate 

their joint venture business agreement which was signed on 1997-May-3, and this has been 

confirmed by the high level supervisors of both parties. 

1. Shanghai Jinsen Material Trade Co., Ltd. J:.~:s1i~4m~Wl ~0"§') has withdrew its 

investment of RM 8500,000 from Shanghai Jinxiang Timber Wholesale Market J:~:s1if:J~ 

*H1tt/.Xmth and would not undertake any liabilities of Jinxiang Timber Wholesale 

Market since its establishment. 

2. Shanghai Nanxiang Industrial Development Zone Industrial Co., ltd. J:.~WJ~I.fr7f/.X 

IR~.fr1H~0"§] accepts the withdrawal of Shanghai Jinsen Material Trade Co., ltd. J~. 

~:s1i~W'&£ Wf ~0"§') and undertakes all liabilities of Jinxiang Timber Wholesale Market 

since its establishment. 

Party A: Shanghai Jinsen Material Trade Co., Ltd. J:.~:s1i~~~ ffJ. ~ 0 '§'] (stamp) 

Signed by Ji Zonglin ~C.ff;*f 

Party A's high level supervisors (stamp) 

Signed by Zhang 5-i(: on August 8, 2005 

Party B: Shanghai Nanxiang Industrial Development Zone Industrial Co., ltd. 

J:.~WJ f~I.fr:Tf /.X fR ~it 1f ~~~ i~ "§') (stamp) 

Party B's high level supervisors (stamp) 

Signed by Zhang Jinde 5KfliH~ On August 6, 2005 

.0 
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This is Exhibit "Y" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swmn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

~· 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303· 7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Document issued by the People's Government of Nanxiang Town, Jiading District 

The 63rd Document by People's Government of Nanxiang Town, Jiading District in 2005 

~t-JJ!ft <2oos) m 63 ~ 

A report about Shanghai Jinxiang Timber Wholesale Market's company type and registered 

capital changes 

Shanghai Administration Bureau of Industry and Commerce Jiading Branch J::~ m I JYHf.ifJ[ 

~ 1Jil filj ~ J:E 7} filj : 

According to the actual situation of the construction material market in Shanghai and the 

two investors' business development, Shanghai Jinsen Material Trade Co., Ltd. J::~i::f.lH?!J 

~'!fl.~ 0ifl withdrew its investment in Shanghai Jinxiang Timber Wholesale Market J::~ 

i:f'~;jc{';t1ttbtrn:tm and made its new business choice. 

Considering the above mentioned conditions, the People's Government of Nanxiang Town 

agrees that Shanghai Nanxiang Industrial Development Zone Industrial Co., Ltd. J::~i¥Jtl~I 

~H bt IR~ ~1'.1H~i~ if] became the sole shareholder of Shanghai Jinxiang Timber 

Wholesale Market. The status of the business type and registered capital of Shanghai 

Jinxiang Timber Wholesale Market after the change is shown below: 

1. Legal representative: Cai Xuelin ~~~~ 

2. Company type: collective ownership ~1:zi'.P!f1fm1J 

3. Registered capital: RMB1.96 million 

4. Business scope: timber, wood products, steel, nonferrous metal, Merchant, leasing 

*M·*~£. MM. :ff~~-. m•.m• 
This report is hereby submitted for processing. 

The People's Government of Nanxiang Town, Jiading District ~J:EIRWJ~H~AR;lfJ[Jff(stamp) 

2005-August-11 

.u 
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This is Exhibit "Z" mentioned and referred to in the Affidavit of 
Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD Co:!IEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Capital Verification Report 

Shanghai Tongcheng Certified Public Accountants l::iiiJ [i5J i.Jt(~i-1<'%- f{r 

--No. 12190, Tongcheng in 2005 fi5JiJ&~~& 2005 % 12190% 

Shanghai Jinxiang Timber Wholesale Market J:rfiJiJ;J;J;;l(t.t:Jttbtm)m: 

We accepted the appointment to verify the status of the reduction of paid-in capital of your 

company till August 11, 2005. The responsibilities of the Company and all its shareholders 

are to invest in accordance with the terms of the agreement and the articles of the 

association of the Company and the provisions of related laws and codes of the state, and 

provide true, legitimate and complete information for capital verification, and ensure the 

safety and completeness of its assets. Our responsibility is to review the status of the 

Company's reduction of paid-in capital and provide auditor's opinion. Our verification is in 

accordance with the "Statement of Independent Auditing Practices No.1: Verification of 

Capital Contribution (~!ll:ll'EI3it~%-0~% 1 -'%-~&!Ji)". In the course of the verification, in 

consideration of the Company's practice, we carried out the necessary audit and verification 

procedures. 

The original registered capital was RMB3 million, including RMB2.50 million (83% shares) 

from Shanghai Nanxiang Industrial Development Zone Industrial Co., Ltd. J:.rfiJi¥J1'~I~:7f 

~IX ~ill:1HI.H.~'i§J (hereinafter referred to as "Party A") and RMB500,000 (17% shares) 

from Shanghai Jinsen Material Trade Co., Ltd. J:.riiJii£*-*!fm!Ji fjJf ~ 0 'i§J (hereinafter referred 

to as "Party B"). Subject to the 63rd Report issued by People's Government of Nanxiang 

Town, Jiading District in 2005 (~1'JHpf(2005)% 63 -'%)on August 11,2005 and the amended 

articles of association of the company, your company applied to reduce the registered capital 

by RMB1.04 million which includes RMB540,000 from Party A and RMB500,000 from Party B. 

We hereby verified that up to August 11, 2005, the Company has reduced RMB1.04 million of 

registered capital including RMB540,000 from Party A and RMBSOO,OOO from Party B. 
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At the same time, we notice that the registered capital of your esteemed company prior to 

the change was RMB3 million which was verified by Shanghai Jiading Auditing Firm J:i#Jr!J 

Jfr ;Er$liHiP~-* ?If on June 12, 1997, with Verification Report of No. 1040 in 1997 (~ '$' * 
:f: 1997 ~ 1040 %~ft~H!H!f). Up to August 11, 2005, your registered capital has been 

changed to RMB1.96 million. 

This capital verification report is only for your Company to apply for registration change and 

to issue capital contribution certificates to your shareholders, and shall not be deemed as a 

guarantee for the Company's capital maintenance, solvency and successive management 

ability. Any result caused by improper usage of this report has nothing to do with the 

certified accounting firm which conducted this capital verification. 

Annex: 1. Table showing the registered capital prior to and after the change. 

a. Breakdown for the reduction of registered capital 

b. A table for comparison of registered capital prior to and after the change. 

2. Notes on the capital verification 

Senior Accountant: Huang Zhaohua $~til$ (Stamp) 

PRC Certified Public Accountant 9:1 I~MiflfJ~i+YiP: Zhao Yongde ~1i<t~ (stamp) 

Shanghai Tongcheng Certified Public Accountants Co., Ltd. 

J: ~ fi5J :tfiX~ i-t- Vfll * %- JiJT (stamp) 

J:f:J~J:~ 

Report date: 2005-August-11 
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This is Exhibit "AA" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN . 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wancbai, Hong Kong 
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Notice for Approved Company Name Change 

Ref: 1?I~i±Z3tt~*~ 012005081801281% 

To: Shanghai Jinxiang Timber Wholesale Market J::.7fff.11£f.3~;;j\ifHtttz:rtfj:py: 

According to Provisions on Administration of Enterprise Name Registration (:fi::2\t36;f~~ic 

1ff!~j)J]:£), The Measures for the implementation of the administration of the registration of 

enterprise names (:fi::2\tZ~A\!ric 1fl!~nl!i1}t~), the company name change was approved. 

The new company name is "Shanghai Jinxiang Timber Wholesale Market Management Co., 

Ltd. _t;llif-1f£tJJif:*-Hlt/Xm:l:h~;g1fJt1HlH~ifl". 

Registered capital is RMB8.46 million. 

The retention period of the new company name is from 2005-08-19 to 2006-02-18. During 

this period, this new company name should not be used for any business or be transferred 

to others. The name change has to be registered and approved by the company registration 

authority by which a business license will be issued. After that, the new name is officially 

valid. 

Shanghai Administration Bureau For Industry and Commerce _l:.t~mi~{fiE)(1fJID.!f.Q 

(stamp) 

2005-August-19 

D 
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This is Exhibit "BB" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swmn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLJN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Certificate of Appointment of the company's legal representative, director, supervisor and 

manager 

Shanghai Administration Bureau of Industry and Commerce Jiading Branch JjiiJ,mirai~'flfj 

~ L_ER J5J $ JE 7:1'- J5J : 

We hereby certify that Cai Xuelin ~~M has complete capacity of civil disposition and 

meets the provisions of the relevant laws and regulations in the remarks column. According 

to the Corporate Law of the People's Republic of China and the relevant provisions of the 

Company's Articles, we officially appoint Cai Xuelin ~~~ as the legal representative, 

chairman and general manager of Shanghai Jinxiang Timber Wholesale Market Management 

Co., Ltd. to exercise power according to the provisions of the relevant articles of the 

Company. 

It is hereby certified. 

Human Recourses Department of 

Shanghai Jinxiang Timber Wholesale Market Management Co., Ltd . 

..t~~~::tf.11tt:!itmth~~1f~:m!ff~~1-i'i1 (stamp) 

2005-August-20 
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Certificate of Appointment of the company's legal representative, director, supervisor and 

manager 

Shanghai Administration Bureau of Industry and Commerce Jiading Branch J:~#Jmi!mfrifJ 

~ L~ILfiiJ J.Hi: 5J' !WJ : 

We hereby certify that Poon Kai Kit 11*~ has complete capacity of civil disposition and 

meets the provisions of the relevant laws and regulations in the remarks column. According 

to the Corporate Law of the People's Republic of China and the relevant provisions of the 

Company's Articles, we officially appoint Poon Kai Kit 11*~ as director of Shanghai 

Jinxiang Timber Wholesale Market Management Co., Ltd. to exercise power according to the 

provisions of the relevant articles of the Company. 

It is hereby certified. 

Human Recourses Department of 

Shanghai Jinxiang Timber Wholesale Market Management Co., Ltd. 

J:~:ili:~!K;f;t1tt:&m~i~E'tt31l!1H~0ii'J (stamp) 

2005-August-20 
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Certificate of Appointment of the company's legal representative, director, supervisor and 

manager 

Shanghai Administration Bureau of Industry and Commerce Jiading Branch J::~~ m Ir~HfiEJ 
""C::):Uj g ~ ,~ /.'>. g 
~ .J.-..±.J~lJ 7JP fE 7J /!:lJ: 

We hereby certify that Ma Cong ~ ij,~. has complete capacity of civil disposition and meets 

the provisions of the relevant laws and regulations in the remarks column. According to the 

Corporate Law of the People's Republic of China and the relevant provisions of the 

Company's Articles, we officially appoint Ma Cong ~ij~. as director of Shanghai Jinxiang 

Timber Wholesale Market Management Co., Ltd. to exercise power according to the 

provisions of the relevant articles of the Company. 

It is hereby certified. 

Human Recourses Department of 

Shanghai Jinxiang Timber Wholesale Market Management Co., Ltd. 

~-~-*~m~~~~--~~~0~(~m~ 
2005-August-20 
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Certificate of Appointment of the company's legal representative, director, supervisor and 

manager 

Shanghai Administration Bureau of Industry and Commerce Jiading Branch _tjiij: fl1Ifm1rifj 
1r JJlLF.'D J.U£ ?J'- Ji5J : 

We hereby certify that Zhang Jinde ~tHiiH~ has complete capacity of civil disposition and 

meets the provisions of the relevant laws and regulations in the remarks column. According 

to the Corporate Law of the People's Republic of China and the relevant provisions of the 

Company's Articles, we officially appoint Zhang Jinde 5K'flil~ as director of Shanghai 

Jinxiang Timber Wholesale Market Management Co., Ltd. to exercise power according to the 

provisions of the relevant articles of the Company. 

It is hereby certified. 

Human Recourses Department of 

Shanghai Jinxiang Timber Wholesale Market Management Co., Ltd. 

J:~ft:~#M1tt~mtm~}~tg:fl!!1HlH.~ii'J (stamp) 

2005-August-20 
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Certificate of Appointment of the company's legal representative, director, supervisor and 

manager 

Shanghai Administration Bureau of Industry and Commerce Jiading Branch J:.inHl1Irai1'fif5l 
~J:fflgJt!l.¢1-\.,.g 
§ >::£./PJ J;p ft 7J /PJ: 

We hereby certify that Zhang Yulin 5-tOS.t.{\ has complete capacity of civil disposition and 

meets the provisions of the relevant laws and regulations in the remarks column. According 

to the Corporate Law of the People's Republic of China and the relevant provisions of the 

Company's Articles, we officially appoint Zhang Yulin ~-tE::li.fif\ as vice chairman of Shanghai 

Jinxiang Timber Wholesale Market Management Co., Ltd. to exercise power according to the 

provisions of the relevant articles of the Company. 

It is hereby certified. 

Human Recourses Department of 

Shanghai Jinxiang Timber Wholesale Market Management Co., Ltd. 

J::~~~~*M1tt/.5tmth~2g~JJI!fffi[{0"PJ (stamp) 

2005-August-20 
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This is Exhibit "CC" mentioned and refened to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29111 day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303·7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Document Issued by the People's Government of Nanxiang Town, Jiading District 

Document No.9 in 2005 ~f:l~Wf2005 ttt 9-'% 

Re: Approval on Jinxiang Timber Wholesale Market's restructuring and capital increase 

To: Shanghai Nanxiang Industrial Development Zone Industrial Co., Ltd. _[j!ij:i¥J~~I~7f 

lit [K 3t ~ :t1 ~~ 0 if] : 

We have received your request on Jinxiang Timber Wholesale Market's restructuring and 

capital increase. Upon review, we agree that Shanghai Jinxiang Timber Wholesale Market .1. 
~:~~J~J~;;f\:M:Jtt;!itm:f:h changes from a collective ownership to a limited company (Joint 

Venture by domestic companies) and increases its registered capital to RMB8.46 million, 

including RMB1.96 from Shanghai Nanxiang Industrial Development Zone Industrial Co., Ltd . 

..t~i¥i!'~I~7flitlR~.~ll~:t1~~0ifl and RMB6.50 million from Shanghai Jincai Industrial 

Co., Ltd . .1.ffii;:~l~:f;f~~:t1~~0if]. Its business scope covers market management service for 

suppliers of timbers, plywood and decorative materials in Jinxiang Timber Market. We hope 

that your company would get changes registered in time. 

Approval is hereby granted. 

The People's Government of Jiading District Nanxiang Town ~5ErK'i¥iAAUtA~il)(Wf (stamp) 

2005-August-25 
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This is Exhibit "DD" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COREN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Resolutions of the Shareholders' Meeting 

of Shanghai Jinxiang Timber Wholesale Market Management Co., ltd. _t~:fil:j)J~;t-:M1tt/itm 

:l:hf£gg~~H&0i'i1 

According to Corporation Law and articles of association of the Company, the shareholders 

meeting of Shanghai Jinxiang Timber Wholesale Market Management Co., Ltd. was held on 

August 20, 2005 in the meeting room of the Company. The first shareholder meeting was 

proposed by the major shareholder. Shareholders had been informed the meeting 15 days 

ago. The two shareholders were present and holding total8.46 million shares which account 

for 100% shares of the Company. The meeting was hosted by the major shareholder. The 

resolutions are as below: 

1. According to the governmental demands on company's restructuring, "Market" has been 

changed to "Co., Ltd:'. Meanwhile, Shanghai Jincai Industrial Co., Ltd. _t~:fil:~.t$;~~ 

~&0i'i1 becomes the new shareholder of the Company whose registered capital is 

increased from RMB1.96 million to 8.46 million. 

2. Zhang Jinde 51H,t1!, Poon Kai Kit 11-*~, Zhang Yulin 5{05.1*, Ma Cong lb~~., and Cai 

Xuelin *~M become new directors. 

3. Qu Rongguo M ~IE becomes the supervisor. 

4. The Company's Articles are formed. 

5. The Company will apply for registration with the registration authority within 30 days. 

The above mentioned resolutions are 100% agreed by shareholders who totally held 8.46 

million shares (100%). 

Shanghai Nanxiang Industrial Development Zone Industrial Co., Ltd. 

_t~*ffli~ff~~$;~~~0i'fJ(mm~ 

Shanghai Jincai Industrial Co., Ltd. 

Jji!f:fil:~.t~~~~&0i'i1 (stamp) 

.u 
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This is Exhibit "EE" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swom before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 291

h day 

of February 2012. 

A Notary Public 

COUN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303· 7 Dominion Centre 
43-59 Queen's Road East 

Wauchai, Hong Kong 
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Balance Sheet 

~
ame of Enterprise: Shanghai 

i~xian: Timber ~holesale Market 

b'ffJ~J;J:J*Httt/itm:t:.m 

December-2000 Monetary Unit: RMB Yuan 

ASSETS 

Current 
Assets: 

I ; 
!Line i 
,
1
·N !Year start 

0 .. 

' 
/Year end 

1
LIABILITIES / , 
lAND ;Line l 
OWNER'S JNo. ,Year start 

EQUITY ' 

Current 
liabilities: 

I 
iYear end 
I 

: 

Cash & Bank 1 I 13,473,067.89 ,2,028,923.42 i . 
Short-term 
I loans 

146 111,220,000.00 12,500,000.00 

Short term 2 
investments 

Notes 3 
receivable 

Accounts 4 
receivable 

Less: 
Provision for 5 
bad debts 

Net accounts 6 
receivable 

Including: 
foodstuff 
reserves 
loans 
Notes 
payable 

21 094 648.02 10 363 637.97 Accounts 
' ' ' ' payable 

Advances 
from 
customers 

Other 
21,094,648.02 10,363,637.97 payables 

48 

49 

50 

51 

Accounts 
Prepaid 

7 117,854.50 -18,017.00 
Payroll 
payable 

52 

Export tax 
refund 
receivable 

Allowance 
receivable 

Futures 

Seat fees 
receivable 

Other 
receivables 

Inventories 

Including 
foodstuff 
reserves 

Other 
pending 
business 

8 

9 

10 

11 

12 

13 

:14 

15 

1,308,569.40 837,094.41 

14,254,587.22 9,239,556.82 

Welfare 
payable 

Taxes 
payable 

Profits 
payable 

Other 
payables 

53 

54 

55 

56 

ACCI'Ued 
157 

expense i 

Long-term I 
liabilities due 

58 
within one 
year 

Other current I 
liabilities J59 

40,519,674.01 20,797,713.61 

650,000.00 281,250.00 

3,879,383.55 1,876,655.01 

99,425.4 74,310.40 

70,683.46 28,150.86 

-1,975,652.79 -930,606.51 

0.00 

140,000.00 46,000.00 

! I 
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I ! ; 

I I 
I 

' 31 s 
Prepaid and 16 61,420.00 140,000.00 

Total current 
160 

I 
deferred liabilities 

,54,603,513.63!34,673,473.37 
I 

I 
I expenses i ! 

~--·---
' I Unsettled GIL~ 

on current 17 188,501.51 188,501.51 
; i 

assets l---r- I i 
- -r-----:------

Long-term ! i I i 
debenture I LONG-TERM 

I 

investment 18 LIABILITIES 
falling due in 
a year 

Other current 19 
i Long-term I I ;65 0.00 I I loans assets ! 

I 

-~ ; I 

I I I I 

Total current 
.Including I 

I I 

assets 
20 140,498,648.54 22,679,697.13 foodstuff l66 

reserves 

Including: 

Long-term 
special 
reserve loans 67 

investment for state grain 
and oil 

Long-term 21 
Special 68 

investment reserve fund 

Fixed assets: Bonds 69 

Fixed 
Long-term 

assets-cost 
24 12,480,175.13 15,192,307.55 accounts 70 

payable 

Less: Other 
Accumulated 25 737,757.10 1,457,757.10 long-term 71 

depreciation liabilities 

Fixed Including: 
assets-net 26 11,742,418.03 13,734,550.45 housing 72 

value revolving fund 

Total 
Disposal of 27 long-term 76 0.00 0.00 
fixed assets liabilities 

Construction 28 4,431 ,436. 72 0.00 
Deferred 

in progress taxes: 

Unsettled G/L Deferred 
on fixed 29 taxes debit 

77 

assets 

Total tangible 35 16,173,854.75 13,734,550.45 Total liabilities 80 54,603,513.63 34,673,473.37 
assets 

Intangible 
assets and OWNER'S I 

deferred EQUITY I 
i 

assets: I 
Intangible 

I 
36 7,990,758.64 7,690,788.64 Paid in capitall81 10,050,000.00 12,500,000.00 

assets 



Deferred 
assets 

37 549,200.00 
1

3,308,200.00 ~~:~~s H. ____ [ _____ _ 
1 JSurplus 183 i ! 

1-------'------r--------~····;--· ----- -------------~r--·-·-·--~--------:-------------------, --------·-·-
Intangible I ! :Including: 
assets and · , 
deferred !8~5391958.64 1101998,988.64/public welfare i84 ; , 

, ltund i I I 
1-~-~-~:-~s---+---+---------1----------- 1------+-+-·-------f-------------
long-term :IReta_ined 1

1
85 i558 948.30 1!239 762.85 

earnmgs ! I I 

1-::a::-:-ss,-e_ts_: __ t---+-----------------------~·-____ __[_ 1 11 ______ _ 

Other 1 1 , 1 

""~-s=ns""'g~._,_,~'-rm--1---'-------1-------~L-'__ i ----,,----------
Deferred -r-
taxes: J I I 

\:otal i 1 

1 shareholder's 88 I 101608,948.30 j 1217391762.85 
!equity i , 1 

1--'Ti-ot_a_l a-s-se_t_s -t--4-5 -t-6-5_2_1_2_4_6-1.-9-3
1 

1--4-7 -4-13_2_3_6-.2-2/Totall~abilities 
1

90 1'65 212 46·1-~-3111-'4-7 -4-13_2_3_6-22-
1 

I I , ' 'I& equity ' I • ' I • 

Deferred 42 
assets debits 

Year 2000 Operation Status Summary 

Item Amount 

Total Assets RMB 47,4131236 

Total Liabilities RMB 34,673,473 

Total Owner's Equity RMB 121739,763 

Including: Paid in capital RMB 12,500,000 

Total Investment 

Business Revenue 

Production Value 

Profits after Taxes RMB 350,348 

Loss 
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Balance Sheet 319 

Name of Enterprise: Shanghai 30-December-2002 Monetary Unit: RMB Yuan 

Jinxiang Timber Wholesale 

Market kifff~tH;fcf;tt!:t:et m:l:i!J 

I I ! I 
' I I LIABILITIES I i 
lune AND Line 

I 

ASSETS N Year start Year end Year start Year end 
0. OWNER'S No. 

EQUITY 

Current Current 
Assets: liabilities: 

I 

' Short-term l Cash & Bank/1 3,047,123.59 4,941 ,823.40 
loans 

46 14,700,000.00 11,000,000.00 

Including: 
Short term 2 foodstuff 47 
investments reserves 

loans 
Notes 3 

Notes 48 
receivable payable 

Accounts 4 998,853.56 3,149,365.52 Accounts 49 5,769,865.26 15,667,220.28 
receivable payable 
Less: Advances 
Provision for 5 from 50 0.00 0.00 
bad debts customers 

Net accounts 6 998,853.56 3,149,365.52 Other 51 2,497,922.59 1,652,494.82 
receivable payables 

Accounts 7 -18,017.00 81,983.00 
Payroll 

52 51,133.40 5,128.50 
Prepaid payable 

Export tax Welfare 
refund 8 payable 53 24,326.86 28,636.71 
receivable 

Allowance 9 
Taxes 

54 -390,436.87 -723,190.77 
receivable payable 

Futures 10 
Profits 

55 
guarantee payable 

Seat fees 11 
Other 

56 
receivable payables 

Other 12 2,777,482.72 2,273,119.10 
Accrued 

57 196,181.41 152,872.00 
receivables expense 

Long-term 

Inventories 13 4,095,733.36 16,073,054.79 
liabilities due 

58 within one 
year I 

; 

Including Other current 
foodstuff 14 liabilities 59 
reserves 



Other 
1 

I I 
pending j15 i ; f 

! 

expenses l j I' 

. -r----r-·· -
business 

1 

1 ----+-----+------1---+-fl- .. :.· 

Prepaid and i 1 1i 
1 

I 
1 

, 

deferred r16 ;.
1

40,000.00 0.00 li~:lit~eu~rent 160 122,848,992.65;,27,783,161.54 

~-:-:~~e-e~-;-:d-s -+-. --+-----~-----------r-----------1 ------
GtLon 17 188,501.51 000 I i 
current · 
assets 

Long-term 
debenture 
investment !18 
falling due in II 

a year 

Other current 
19 

assets 

tLONG-TERM 
I LIABILITIES 

Long-term 
loans 

Including 

65 

current 
assets 

20 11,129,677.74 16,519,345.81 foodstuff 66 

Long-term 
investment 

reserves 

Including: 
special 
reserve loans 67 
for state grain 
and oil 

l------l--4-----4-----+-----l---4-----+---------
! 

Long-term 21 
investment 

Special 
reserve fund 

68 

Fixed assets: Bonds 69 

Fixed 24 
assets-cost 

Long-term 
16,691,656.22 19,829,164.48 accounts 70 

payable 

Less: Other 
Accumulated 25 2,177,757.10 3,166,757.10 long-term 71 
depreciation liabilities 

Fixed 
assets-net 26 
value 

Disposal of 27 
fixed assets 

~onstruction 28 
1n progress 

Unsettled 
G/L on fixed 129 
assets 

Including: 
housing 

14,513,899.12 16,662,407.38 revolving 

294,115.90 

I 

fund 

Total 
long-term 
liabilities 

Deferred 
taxes: 

'Deferred 
taxes debit 

72 

76 

77 

0.00 

Total tangible 35 14,605,715.02 16,956,523.28 Total liabilities 80 22,848,992.65 27,783,161.54 
assets 

320 



Intangible j I 
assets and 1 .J 

deferred I 
!owNER'S I 
!EQUITY I 
i assets: l 1 l : 

1------l--'--------!--~----------: __ .. ____ [ _______ ~------·-'---------

~n:~~~ible 136 '7,282,788.64 16.873,788.64 !Paid in capitalj81 12,500,000.00.12,500,000.00 

b7 ----;--- !capital 182 ' ·----Deferred 
assets 2,309,600.00 10.00 !reserves 1 i , 
t------r---t----- )surplus 83 i ~-----.. ----·-

----:- ! 
11ncluding: · 

9,592,388.64 6,873,788.64 public welfare 84 i 
fund 

Intangible 
assets and 
deferred 
assets 

40 

I J------!---t------t------t-----+--+------f-·-·-··--·------.......... . 

Retained I Other 
long-term I 
assets: I 

Other 

'-:-:-:----+--+------+1 -----+------:.,_,,-21,211.25 166,496.19 ·-- I 1earnings ,... _ 

; t I l= long-term 
assets i==--f-4--1- -------1-------t----+---l-------·---------

l Deferred 
taxes: 

Deferred 142 
assets debits i 

1---t-----~----

Total assets 145 

Total 
shareholder's 88 
equity 

35 327 781.40 40 349 657.73 Totall~abilities 90 
I I I I & equity 

Year 2002 Operation Status Summary 

Item Amount 

Total Assets RMB 40,349,657 

Total Liabilities RMB 27,783,161 

Total Owner's Equity RMB 12,566,496 

Including: Paid in capital RMB 12,500,000 

Total Investment 

Business Revenue RMB 66,392,044 

Production Value 

Profits after Taxes RMB 12,391 

Loss 

35,327,781.40 40,349,657.73 
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This is Exhibit "FF" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swon1 before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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File of the Shanghai Huangpu Yangjing People's Government 

Huangpu Yangjing Government (92) No. 131 

Re: Approval for the establishment of Shanghai Jinsen Material Trade Company 

To: Yangjing Industrial Company 

We have received and read your report. To suit the development of Pudong, and to promote the 
development of Yangjing's economy, after conducting company research, we have decided to 
approve your plan to establish Shanghai Jinsen Material Trade Company. 

Company Address: 

Legal Representative: 

Registered Capital: 

Economy Nature: 

Business Scope: 

Business Mode: 

No. 1208 Pudong Avenue 

Ji Zonglin 

RMB 1 million 

Collective owned 

Primary: woods and wooden products; metal materials; 
chemical raw materials; architecture materials and 
hardware. 

Secondary: automobile fittings; electrical hardware. 

Wholesale and retail, purchase and sale agency. 

Please proceed with the business registration at the Administration of Industry and Commerce 
and Taxation Bureau on receipt of this document. 

We hereby reply. 

Yangjing People's Government 

December 30, 1992 
(Chop) 

Cc: Yangjing Administration of Industry & Commerce, Yangjing Taxation Team, Yangjing ICBC 

.B 
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This is Exhibit "GO" mentioned and refened to in the Affidavit of 
Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COI-IEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Industrial and Commercial Enterprise Main Staff Registration 

:Name Gender Age Education Former job Present 
Position 

Ji Zonglin Male 40 Associate Seedling Manager Manager 
Shen Male 52 High school West and East Deputy 
Zon_gding_ Factory, Team leader manager 
Yang Hai Male 24 High school Navy Medic Institute Office 
Liu Jianmin Male 35 Middle school Navy Medic Institute Office 
Li Ruisheng Male 43 High school Animal feeds team Team leader 

leader (Business) 
Zhang Male 37 High school Animal feeds team Team member 
Xianghua leader (Business}_ 
Tang Minhua Female 40 High school Animal feeds team Team member 

leader (Business) 
Zhou Zhilin Male 34 Middle school Tietong Mechanical Team member 

Railway Distance (Business) 
Gauge Factory 

Ye Zonglin Male 57 High school Hanyang Shop Team leader 
(Finance) 

Qiu Cuilan Female 35 High school Chongming Farm Team member 
(Finance) 

Ji Suihua Male 30 High school Chongming Farm Team member 
(Finance) 

Zhu Jianben Male 27 High school Tangshan Middle Team member 
School (Administration) 

Tang Male 29 T angshan Middle Team leader 
Guanghui School _(Administration) 
Yang Huiben Male 45 High school Local products Team leader 

business 
Zhang Male 27 High school Local products Team member 
Yiming business 

Total Business Mana_gement Others 
15 6 9 0 

January 28, 1993 
Shanghai Huangpu Yangjing People's Government (Chop) 



This is Exhibit "HH" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 20 12. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Huihua CPA Firm 

Capital Verification 

No. 93-1035 

Applicant: Shanghai Jinsen Material Trade Company 

Registered Capital Amount: RMB One million 

Ownership Nature: collective owned 

Capital Current 1,000,000 
Composition Assets 

Fixed Assets 

Total RMB 
1,000,000 

Appendix: Capital Verification Report 

Source of Funding from 
Capital State 

Financial 
Department 
Funding from 
parent 
company 
Enterprise's 1,000,000 
own funds 
Funding from 
other parties 

Total RMB 
1,000,000 

Verification Unit: Huihua CPA Firm (Chop) 

February 4, 1993 

Add.: Room 1724, No. 583 Lingling Road (Ocean Oil Building), Shanghai Tel: 4395300 x 1724 
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This is Exhibit "II" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 291

h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Notice of Issuance of Enterprise Business License 

We hereby notify that this enterprise has been approved to register and an Enterprise Business 
License has been issued. 

Enterprise Name Shanghai Jinsen Material Trade Company 
Business Address No. 1208 Pudong Avenue 
Legal Representative Ji Zonglin 
Registered Capital RMB 1 million 
Economy Nature Collective owned 
Business Mode Wholesale and retail, purchase and sale 

agency. 
Business Scope Primary: woods and wooden products; metal 

materials; chemical raw materials; architecture 
materials and hardware. 
Secondary: automobile fittings; electrical 
hardware. 

License No. 012024100 
Date of Issuance February 11 , 1993 .. 

Huangpu Admtmstratlon of Industry & Commerce (Chop) 
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This is Exhibit "JJ" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD CQ}fEN 

Notary Public, Hong Kong SAR 
2303-7 Dominion Centre 
43-59 Queen's Road East 

Wancbai, !-long Kong 
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Administrative Penalty Decision of Shanghai Pudong 
Administration of Industry and Commerce 

Shanghai Administration of Industry & Commerce Pudong Case Penalty Decision (2004) 
No. 150200412125 

Subject: 
Registration No.: 
Company Address: 
Legal Representative: 

Shanghai Jinsen Material Trade Company 
3101151005437 
No. 1208 Pudong Avenue 
Ji Zonglin 

A review shows the above Subject did not submit their annual returns in 2002 and 2003 before 
the deadline for submission of annual returns, and did not submit their annual returns within 30 
days after the registration authority has released a notification. Furthermore, the Subject did not 
submit an application for hearing after a notification for a hearing for the revoke of business 
license was issued. This is deemed to give up the rights to attend the hearing. All the above 
facts are in support by written records, documents and other evidences. 

The acts of the Subject have violated Article Five of Enterprise Annual Return Ordinance. 
According to Article Nineteen of Enterprise Annual Return Ordinance, it is decided the following 
penalty will be imposed: 

The business license be revoked. 

If the Subject does not agree with this decision, he can apply for administrative review with the 
Shanghai Administration of Industry & Commerce within 60 days on receipt of this penalty 
decision. 

Shanghai Pudong Administration of Industry & Commerce (Chop) 

October 15, 2004 
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This is Exhibit "KK" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD CmiEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Application for Pre-approval of Company Name 

Filled out by Applicant 

Company Name Shanghai Changxiang Industrial Co., Ltd 

Stanby Names 

Company Type Domestic Joint Venture 

Registerd Capital RMB 12,000,000 

Address Shuguang Village, Nanxiang Town, Jiading 

District, Shanghai 

Business Scope Sales of hardware, building materials, 

decoration materials, steel, machinery and 

electronic products, garments, daily 

necessities, automobile accessories, food, 

fruit and argricultural products. 

Signed by all the shareholders (founders): 

Stamps: Shanghai Nanxiang Economic Development Co., Ltd 

Jiading Nanxiang Industrial Co., Ltd. 

No. Attached Certificates Remarks I Page 

Applicant's name Tel: 



This is Exhibit "LL" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

\Vanchai, Hong Kong 

340 



t'' 

:/!; .. 

1':t: I (f) ''·1Ht:" t)J'P.J 1: >:FY. nJ: I A • 1t ~~~~.r)-:J", n. :H·. ?.~· u~ 11HJ: .A, c. *!!Hi~· .A . D • ~~H~< 
&:t)((r'1 nli ("J, 

® II {l: Jfii 11 ;J~~ H J}t w' 't\i CJO i', 0 

r:v;.t,::td~{!tJ}WL 'ilf)t'X.IJ\11$\tn, WiWI:fJi1~ 

·-·· 8 ·-· 

341 



Shareholders of Shanghai Changxiang Industrial Co., Ltd 
·--

Legal Entity Legal Capital Percent Address Remarks 

Rep resentat Contribution age 

ive (Unit: RMB 

'0,000) 

Shanghai Nanxiang Fu Feng 1,000 85% Nanxiang 

Economic Town 

Development Co., Ltd 

Jiading Nanxiang Zhang Jinde 200 15% Nanxiang 

Industrial Co., Ltd Town 

--·---

------

-

Notes: 

G) Please fill the REMARI<S column with terms as follows: 

A. Business Entity. 

B. Social Group 

C. Public Institution 

D. Other State Authorized Group 

(D. Only need to write the city and province name in the ADDRESS column. 

@ . It there is not enough space, you can paste another copy after it. 

7 )I (~ 
. ' ·~ ! '~: 

'-·~ ; k~. 



This is Exhibit "MM" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th clay 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
t-;o:1ry Public, Hong Kong SAR 

i 303-7 Dominion Centre 
<'·-59 Queen's Road East 

.Vanchai, Hong Kong 
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Statement on the source of the Investment Capital of Shanghai 

Changxiang Industrial Co., Ltd 

To: Jiading District Administration for Industry and Commerce 

During the preparation for the establishment of Shanghai Changxiang Industrial 

Company, in order to build roads, bridges and infrastructure, and to attract 

investments to develop new projects, capital was needed prior to the business 

registration license was in place 

At the time when Shanghai Changxiang Industrial Company had not yet obtained the 

Business License and bank account was not opened, the head office, Nanxiang 

Economic Development Company, could only allocate funds to the Nanxiang 

Industrial Development District to build infrastructures for Changxiang Industrial 

Company. We hereby provide this statement as Changxiang Industrial Company has 

entered into the procedures to get the Business License. All the capital which 

Nanxiang Economic Development Company allocated to Nanxiang Industrial 

Development District is the investment of the head office in Changxiang Industrial 

Co., Ltd. 

It is hereby declared. 

Nanxiang Economic Development Co., Ltd 

November 8, 1996 

Stamp: Nanxiang Economic Development Co., Ltd 

Jj 

7.) 4· t:; '· .... 



This is Exhibit "NN" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD cm-mN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

\Vanchai, Hong Kong 
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Resolution of Company Shareholder's Meeting- Shanghai 

According to the Company Law of the People's Republic of China and the Articles of 

Association of the company, after discussion and election by all the shareholders, it 

was resolved: 

1. First Board of Directors: (Four members) 

Zhang Qingzhong iti:IJ(!~. 

Xu Long ffJ; )t 
Xu Dadong i!F k!J~ 

2. First Board of Supervisor 

Li Yuxing 1>: ~k j'-( 

Signed by all shareholders: 

Stamp: Shanghai Nanxiang Economic Development Co., Ltd 

Stamp: Jiading Nanxiang Industrial Co., Ltd 

Date: November 8, 1996 

348 



This is Exhibit "00" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th clay 

of February 2012. 

A Notary Public 

COLIN BERNARD CmiEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Application for Registration of Company Establishment 

Company Name Shanghai Changxiang Industrial Co., Ltd 

Address Shuguang Village, Zip Code 200801 

Nanxiang Town, Jiading 

District, Shanghai 

Legal Representative Zhang Qingzhong ,';i:F}( Tel 59127414 
;J;, 

Registered Capital RMB 12,000,000 Company Type Manufacture and 

Operation 

Business Scope Sales of hardware, building materials, decoration materials, 

steel, machinery and electronic products, industrial chemicals, 

garments, daily necessities, automobile accessories, plastic 

products, food, beverage, fruit and agricultural products; 

business management consulting 

Period of Operation -
Approving Authority Approval No. 

Remarks of Relevant Stamped by Sanitation And Antiepidemic Station, Jiading 

Department District, Shanghai t·.iiTJ: m If{; J:E t2< .. E~t pj:J£~li 
Date: November 11, 1996 

It is hereby confirmed that the contents of this form do not include any false 

information. 

Signed: Executive Director: Zhang Qingzhong l~(i: I}( !J::, 



This is Exhibit "PP" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Statement (handwritten) 

District Administration for Industry and Commerce: 

Shanghai Changxiang Industrial Co., Ltd has changed its name to Shanghai 

Nanxiang Industrial Development Zone Industrial Co., Ltd L·.i8Jr-7H:JiJI>IV.-FF'li:LX: 
'>')~ 'IHB'i)~ 1.~ ri] which involves the name of a place, Shanghai Nanxiang 

Industrial Development Zone. We hereby agree the use of the above name as 

it conforms to the place name rule. 

This is to certify the above. 

Place Name Office, Jiading District 

November 22, 1999 

Stamp: Place Name Office, Jiading District, Shanghai 
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This is Exhibit "QQ" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COREN 
Notary Public, l~o~g Kong SAR 

2303-7 Dm.nll\IOU Centre 
43-59 Queen's Road East 

\\'anchai, Hong Kong 
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Resolution of Board of Directors of Shanghai Nanxiang 

Industrial Development Zone Industrial Co., Ltd 

Subject to the provisions of the articles of association of this company, the fifth 

board meeting was held on November 8, 1999. The meeting was chaired by 

the Executive Director, Zhang Qingzhong t~):):k.'t!.!, and attended by four directors, 

in compliance with the required number of attendees. It was resolved: 

1. Change of company name. Company after the change: Shanghai 

Nanxiang Industrial Development Zone Industrial Co., Ltd L.ifiJ:rlrH!U>lHf 
'Ji.. lR :~ 'l V. :#J·I;t~ ~~ ; 1] . 

2. Change of legal representative. Legal Representative after the change: 

Zhang Jinde 1tdftl I!S!:. 

3. Extension of period of operation. Period of operation after the extension: 

November, 2002. 

4. Zhang Qingzhong terminates to be the Executive Director due to heavy 

workload but will continues to be director of the company. 

These resolutions are effective immediately. All legal matters relating to the 

resolutions above will be handled by Zhang Qingzhong. 

Executive Director: 

Vice Executive Director: 

Directors: 

Zhang Jinde (Signature) 

Zhang Jinde 'Jl\tfrl I!~\ 
Zhang Qingzhong 1)!: J),)J.;, 
Xu Long fft;j_t (Signatures) 

Stamp: Shanghai Changxiang Industrial Co., Ltd 

Date: November 25, 1999 
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This is Exhibit "RR" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD CQ}illN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centro 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Application for Pre-approval of Company Name 

tame in application Shanghai Jinjia Industrial Co., Ltd 
t'·H]:h- 27 ~ill:lHl~;\=j - l··iiL7J~l-}_ / .. ~p 

Alternative company names Yinxiang t~ j';JJ Xiangyin J;J~ 't~ Jinxin if£~ 
Hongjia ;/Z~ Sino Forest (pinyin: Jiahan) l!dX. 
Jinsen i:~ Jinying iz:J?Jf Jiajie ~* r ff& "" rnyuan 
/.'-.~ §L'n Jinjia i:tJn Jinyang .-6-.)tF ::ru-: '- Jincai .-6-.r.f 3fi_ 

Jinzhong 11£-A. Jinsheng 11£1@ Jinsheng i:~i 
r · .-6-.;f!.¥1 r b .-6-.,_,_. In SUI 3fr.. ,..,.1 In ao _,1iJi 

Business Scope sales and processing of timber and board 

Registered Capital RMB 15 million 

Business Type company 

Address No.8, Fengxiang Road, Nanxiang Town, Jiading 

District ~iEIR1¥H;JHJ!+!~~~* 8% 

Name, 10, contribution and Ma Cong l:b If,~, 320106690914243 
contribution percentage of contribution RM B 10.5 million, 70%; 
investor Cai Xuelin if# ~ ~M 320204560812001 ' -7-

contribution RMB 4.5 million, 30%. 



This is Exhibit "SS" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD CmiEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Resolutions of Board of Shareholders 

Pursuant to the regulations of the Company Law of the People's Republic of China, all 
the company shareholders attended the first meeting of the board of shareholders in 
Shanghai on August 1, 2005, which was convened and hosted by the shareholder 
with the largest contribution, and the resolutions are made as below: 

1. Passing the Articles of Association of Shanghai Jincai Industrial Co., Ltd; 

2. Electing Ma Cong !=~!(.~. as the executive director of the company; 

3. Electing Cai Xuelin ~7:~ as the supervisor of the company; 

It was unanimously agreed to establish Shanghai Jincai Industrial Co., Ltd and 
proposed that an application for company registration be made with the registration 
authority. 

All the shareholders (Signature & Stamp): 

Ma Cong IHg 
Cai Xuelin Wf~i~ 
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This is Exhibit "TT" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th clay 

of February 2012. 

A Notary Public 

COLIN BERNARD CO!ffiN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

\Yancbai, Hong Kong 
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Application for Registration of Company Establishment 

Name 

Address 

Town 
Zip 
legal Representative 

Registered Capital 
Business Type 
Business scope 

Operation period 

Shanghai Jincai Industrial Co., Ltd 
1· ·~tiJ !" ~;;j· :9:: \II' :fl. fll~ /\ 5:J .. • f .,t,. .... .. L, 

No.8, Fengxiang Road, Nanxiang Industrial Park, 

Jiading District, Shanghai 

k~m•~~mmi~H~~*m~s~ 
Nanxiang Town 

201802 

Ma Cong .QJ II.\~. (recommended to be executive 

director & manager) 

RMB 15 million 

limited company 

processing wood products, sales of timber, artificial 
board, veneer board, construction and decoration 
materials, business consulting etc 

10 years 

Signature of the legal representative: Ma Cong ~U.~ (stamp) 

Date: August 4, 2005 

Signature of the trustee: (surnamed Guan) 

Tel: 27802043 

Date: August 4, 2005 

B 
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This is Exhibit "UU" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COL1N BERNARD CmiEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanch:1i, Hong Kong 
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Notification for Pre-approval of Company Name 

'J' X 1Gi it g Hi f:!Fi'= ~\ 01200507250086 

Pursuant to the Company Name Registration Management Regulations and Company 
Name Registration Management Application Methods, the pre-approval for the 
name of the company which is with RMB 15 million of registered capital contributed 

by two investors is agreed upon as below: 

Investor 

Ma Cong Il1 ij,~. 
+>-_uL!iliii' Cai Xuelin ~~:-r:,~~• 

Investment 

RMB 10.5 million 

RMB 4.5 million 

Percentage 

70% 

30% 

The pre-approved company name shall be reserved until January 25, 2006. Within 

the period, the company name shall not be used in business operation or transferred. 

The name shall be effective after being registered in the company registration 

authority and a business license is issued. 

Stamp: Shanghai AIC Name Registration Designated Stamp 

July 26, 2005 

.D 
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This is Exhibit "VV" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

~I 
A Notary Public 

COLIN BER.!'IARO CWEN 
Notary Public, !long Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Resolutions of Board of Shareholders of Shanghai Jincai Industrial Co., Ltd 

Pursuant to the regulars of the Company Law and the Articles of Association of the 

company, it was agreed by all the company shareholders without convening a 

shareholders' meeting that the following resolutions are made: 

1. Establishing a new Board of Shareholders; 

2. Passing the revised Articles of Association of the company 
3. Due to the change of shareholders, the previous executive director and 

supervisor are dismissed. Thereafter, Poon Kai Kit rffi*~ is the executive 

director and Cai Xuelin %-~~.~the supervisor. 

Signature & Stamp of all the shareholders: 

(stamp) Poon Kai Kit ifff*?.t~ Cai Xuelin ~~~~;~ 

November 13, 2007 
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This is Exhibit "WW" mentioned and refe1Ted to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th clay 

of February 2012. 

A Notary Public 

COLIN BERNARD CmmN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Ro~d East 

\Vanchai, !long Kong 
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Resolutions of Board of Shareholders of Shanghai Jincai Industrial Co., Ltd 

Pursuant to the regulations of the Company Law and the Articles of Association of 
the company, it was agreed by all the company shareholders without convening a 
shareholders' meeting that the following resolutions are made: 

1. Equity transfer: it was agreed that Ma Cong withdraws the 70% of the company 
equity owned by him (priced at RMB 10.5 million) and assigns it to Poon Kai Kit 

iifi:#~ at RMB 10.5 million. 

2. After the equity transfer, the shareholding of the company shall be as below: 

Poon Kai Kit j~* ?5 contributes RMB 10.5 million, 70% of the total contribution; 

Cai Xuelin *~~~contributes RMB 4.5 million, 30% of the total contribution. 

Signature & Stamp of all the shareholders: 

Ma Cong fH~. 

Cai Xuelin 7r~c¥:~ 

November 13, 2007 



This is Exhibit "XX" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h clay 

of February 2012. 

A Notary Public 

COLIN BERNARD C0:1EN 
Notary Public, Hong Kong SAR. 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Equity Transfer Contract 

This contract is hereby signed in this company on November 13, 2007 by the parties 
as below: 

The Assignor: Ma Cong f!; ~~. (hereinafter referred to as Party A), 
10:320106690914043, 

Address: No.13, Sanyili, Baixia District, Nanjing [:?J Ji'Cin tel l fR.:::.:::. fuf m 13 -'% 

The Assignee: Poon Kai Kit i~'*j'; (hereinafter referred to as Party B), 

10:441623194001061314 
Address: No.3, Gongyuan Road, Yuanshan Town, Jianping County, Guangdong 

Province )3j;~'lt 5f!!-7C:gf~Jl!z~@~1:1- 3-'% 

Pursuant to the laws and regulations and with the friendly negotiations of all parties, 
an agreement on the transfer of the equity of Shanghai Jincai Industrial Co., Ltd was 

made as below: 

1. Party A transfers the 70% equity he holds in the company, which is valued RMB 
10.5 million, at the price of RMB 10.5 million to Party B; 

2. The rights and obligations attached to the equity shall be transferred with the 

equity; 
3. Within the day of signing this contract, Party B shall make all the payment for the 

equity transfer; 
4. This contract has 4 copies, each party holding one copy, the company holding one 

copy, the company registration authority holding one copy. 
5. The contract is effective after being signed and stamped by all parties. 

Party A (signature & stamp): Ma Cong :fb~~. 

Party B (signature & stamp): Poon Kai Kit i~'*j'; 
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This is Exhibit "YY" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Company registration records of Jiangsu Dayang Wood Co., Ltd.tiJJ.:k!SELt~~:ft~lH.~'ii'J 

I Name Approval No. 320000M013744 

Registration No. 321300000010898 

Former Registration No. 3213002101164 

Enterprise Credit Level A 

Enterprise Name Jiangsu Dayang Wood Co., Ltd.1l;J}:;kJEl*.illr. 

fllltH~fll 

Address No. 322 Fumin Avenue, Economic 

Development Zone, Suqian City :r~lf~¥i}ff:fR 

lK".t~::k.®: 322-'% 

ID of Legal Representative H0791931000 

Legal Representative Chan Tak Yuen ~fH!!?w. 

Industry Artificial board manufacturing 

Enterprise Type Co., Ltd (wholly foreign invested) 

Registration Authority Jiangsu Suqian AIC 

Authority District Suqian AIC Suqian Economic Development 

Zone Branch 

Registration Currency RMB 

Country of Foreign Investor British Virgin Islands 

(Unit: RMB 10,000) 

Total investment 18,500 USD 2,717.68 RMB 18,500 

Registered Capital 8,000 USD 1,174.7 RMB 8,000 

Foreign Paid-in Capital 8,000 USD 1,174.7 RMB 8,000 

Date of Establishment 19-August-2003 

Annual Inspection Date 14-June-2011 

Annual Inspection Year 2010 

Licensed Business Scope None 

Regular Business Scope Timber processing and engineering technical 

consulting services; R&D, manufacturing and 

sales of artificial boards. 

Period of Operation 19-August-2003 to 19-August-2058 

Date of Approval 29-June-2010 

USD exchange rate 0.147 

RMB exchange rate 1.0 

Copies 1 

ZIP 223800 



I Phone number 

Investment company 

Shareholder 

Shareholder name 

British Virgin Islands 

Homix Limited ~~ 

~fE JT\ 5fr flt.% 'f.§: A:~ Wz 
f!fl&06J 

Company changes 

2003-11-25 

Item 

Registered Capital 

Shareholder type 

Foreign company 

Before 

100.0 

Key executives after the change 

Card No. Card Type 

350500197502064012 10 Card 

440305196305211543 10 Card 

23102719371126502X ID Card 

320503610731102 ID Card 

370823610603112 10 Card 

231027195812255057 ID Card 

I 84567007 

Negative 

Certification type 

Registration 

certificate 

After 

600.0 

Name Position 

Huang Qingliu Director 

Jtgep.mf 
Xiong Fan gwen Supervisor 

~7Jii'f.J 

Liao Changlu Supervisor 

~*:if< Chairman 

Chen Hua l~q;i¥< Chairman 

Lin Xiaomei ~* Supervisor 

'H* 

Xiong Xueping Director 

!i~]f 1f General 

Manager 

Key executives Shareholders before the change 

Card No. Card Type Name Position 

320503610731102 ID Card Chen Hua M~$ Chairman 

D 

406 

Contribution (RMB 

'0,000)) 

8,000 

Mode 

Elected 

Elected 

Elected 

Elected 

Elected 

& Elected 

Mode 

Elected 



407 

231027195812255057 10 Card I Xiong Xueping Director & Elected 

. ~~1t'F General 

Manager 

370823610603112 10 Card Lin Xiaomei lf Supervisor Elected 

'Hi* 

350500197502064012 ID Card Huang Qingliu Director Elected 

~q~p.fm 

440305196305211543 ID Card Xiong Fan gwen Supervisor Elected 

rm11·fifl 

23102719371126502X 10 Card liao Changlu Supervisor Elected 

"-lfW: Chairman 

Shareholder after the change 

Type of ID No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 231027195812255057 Xiong China 60.0 RMB 

citizen Xueping ft~ 
~·.>f 

Chinese 35050197502064012 Huang China 360.0 RMB 

citizen Qingliu ~gup 

t1fl 

Chinese 320503610731102 Chen Hua China 180.0 RMB 

citizen [l/f-$ 

Shareholders before the change 

Type of ID No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 350500197502064012 Huang China 60.0 RMB 

citizen Qingliu ~~gp 

,tlfl 
Chinese 320503610731102 Chen Hua China 30.0 RMB 

citizen ~*$ 

Chinese 231027195812255057 Xiong China 10.0 RMB 

citizen Xueping 
.. ., 
.'lit 

~-'f 

Shareholder contribution 



After the change 

1

1 
Contribution 

mode 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

I Currency 1 Assets 

i Transferred 

iRMB I Negative 

RMB Negative 

RMB Negative 

Key executives Shareholders before the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-11-23 

2003-11-23 

2003-11-23 

Capital contribution agreed 

After the change 

Phase 

1 

2 

3 

Change status 

Paid in capital 

No. of employees 

No. of investors 

Assets 

Transferred 

Negative 

Negative 

Negative 

Before 

3 

Contribution 

Amo nt u 

180.0 

360.0 

50.0 

Contribution 

Amount 

10.0 

60.0 

30.0 

Paid-in capital 

3180.0 

360.0 

50.0 

'I USD ('0,000) ,, RMB 

('0 000) , 
3,609 30.0 

7,218 60.0 

1,203 10.0 

USD RMB 

('0,000) ('0,000) 

1,203 10.0 

7,218 60.0 

3,609 30.0 

Amount agreed 

180.0 

36.0 

50.0 

After 

3590.0 

2 

2 

408 



B 
409 

2003-12-12 

! Item 

) Company name 

Before After 

Suqian Dayang Wood Co., Ltd. Jiangsu Dayang Wood Co., Ltd. 

Key executives after the change 

Card No. Card Type Name Position Mode 

23102719371126502X ID Card Liao Changlu Supervisor Elected 

~·!);::;R Chairman 

320503610731102 ID Card Chen Hua Md¥: Chairman Elected 

370823610603112 ID Card Lin Xiaomei ;M; Supervisor Elected 

tHJ;ji; 

350500197502064012 10 Card Huang Qingliu Director Elected 

~~~Pt!Ii 

440305196305211543 ID Card Xiong Fangwen Supervisor Elected 

n~ nlli'J 

231027195812255057 ID Card Xiong Xueping Director & Elected 

!!~~·if- General 

Manager 

Key executives Shareholders before the change 

Card No. Card Type Name Position Mode 

350500197502064012 ID Card Huang Qingliu Director Elected 

9{9~lil 

440305196305211543 ID Card Xiong Fangwen Supervisor Elected 

!!~ 1J"Ili'J 

23102719371126502X ID Card Uao Changlu Supervisor Elected 

~~* Chairman 

320503610731102 ID Card Chen Hua ~Ad¥< Chairman Elected 

370823610603112 IOCard Lin Xiaomei ** 
Supervisor Elected 

']'~ 

231027195812255057 IDCard Xiong Xueping Director & Elected 

!!~~-'F General 



I Manager 

Shareholder after the change 

Type of ID No. i Shareholder Country 

Shareholder Name Area 

Chinese 320503610731102 Chen Hua China 

citizen [lJ)i$ 

Chinese Huang China 

citizen 350500197502064012 
1 

Qingliu ~'r.p 

&l 
Chinese 231027195812255057 Xiong China 

citizen Xueping fl~ 

~if 

Shareholder Shareholders before the change 

Type of ID No. Shareholder Country 

Shareholder Name 

Chinese 231027195812255057 Xiong 

citizen Xueping 

~if 

Chinese 350500197502064012 Huang 

citizen Qingliu 

~ 

Chinese 320503610731102 Chen 

citizen 

Shareholder contribution mode 

After the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Shareholders before the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

llff-$ 

Assets 

Transferred 

Negative 

Negative 

Negative 

Assets 

Transferred 

Negative 

Area 

China 
-"1:. 
.~I'< 

China 

Jt9flll 

Hua China 

Contribution 

Amount 

180.0 

360.0 

50.0 

Contribution 

Amount 

180.0 

I I Contribution Currency 

180.0 RMB 

360.0 RMB 

60.0 RMB 

I Contribution Currency 

60.0 RMB 

360.0 RMB 

180.0 RMB 

~ ~~-

USD RMB 

('0,000) eo,OOO) 

3,609 30.0 

7,218 60.0 

1,203 10.0 

USD RMB 

('0,000) ('0,000) 

3,609 30.0 

4 'I 0 



I Monetary !RMB 

contribution . 

Monetary IRMB 

contribution I 
Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-11-23 

2003-11-23 

2003-11-23 

Shareholders before the change 

Date of paid-in 

2003-11-23 

2003-11-23 

2003-11-23 

2004-03-05 

Item 

Registered Capital 

Key executives after the change 

Negative 

Negative 

Before 

600.0 

Card No. Card Type 

350500197502064012 IDCard 

440305196305211543 ID Card 

231027195812255057 ID Card 

320503610731102 IDCard 

370823610603112 ID Card 

23102719371126502X ID Card 

I 360.0 7,218 

I 50.0 1,203 

Paid-in capital 

50.0 

3180.0 

360.0 

Paid-in capital 

3180.0 

360.0 

50.0 

After 

1,000.0 

Name Position 

Huang Qingliu Director 

~9ePtm 

Xiong Fangwen Supervisor 

f.!~1Jfif.l 

Xiong Xueping Director 

N~1\t.if General 

Manager 

Chen Hua ~!f,$ Chairman 

lin Xiaomei 1* Supervisor 

'H* 

Liao Changlu Supervisor 

lt!*>1Z Chairman 

Key executives Shareholders before the change 

411 

/ 60.0 

,10.0 j 

Mode 

Elected 

Elected 

& Elected 

Elected 

Elected 

Elected 



ij 

4 'I 2 

~Card No. Card Type Name Position Mode I 

j 23102719371126502X 110 Card 1 Liao . Changlu Supervisor Elected I 

''~!fiR Chairman 

320503610731102 ID Card Chen Hua !lij;i¥: Chairman Elected 

370823610603112 ID Card Lin Xiaomei t.f Supervisor Elected 

'H* 

350500197502064012 ID Card Huang Qingliu Director Elected 

Ji't Yf!ll ttrJ 
440305196305211543 ID Card Xiong Fangwen Supervisor Elected 

!!~ liiill 

231027195812255057 ID Card Xiong Xueping Director & Elected 

!i~~· 4'- General 

Manager 

Shareholder after the change 

Type of IDNo. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 231027195812255057 Xiong China 100.0 RMB 
citizen Xueping !i~ 

·~lj!. 

Chinese 320503610731102 Chen Hua China 300.0 RMB 
citizen w· rk. ,j;-'1-

Chinese 350500197502064012 Huang China 600.0 RMB 
citizen Qingliu $i't9ll!l 

m 

Shareholder Shareholders before the change 

Type of ID No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 320503610731102 Chen Hua China 180.0 RMB 
citizen Mil¥: 

Chinese 35000197502064012 Huang China 360.0 RMB 
citizen Qingliu Ji't9~P 

m 
Chinese 231027195812255057 Xiong China 60.0 RMB 
citizen Xueping '""' .f1r. 

~4'-



Shareholder contribution mode 

After the change 

Contribution 1 Currency 

mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Shareholders after the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-11-23 

2003-11-23 

2003-11-23 

Shareholders after the change 

Date of paid-in 

2003-11-23 

2003-11-23 

2003-11-23 

Item 

Paid-in Capital 

2004-07-21 

Key executives after the change 

Assets I Contribution lJSD 

Transferred Amount 

Negative 100.0 1,203 

Negative 600.0 7,218 

Negative 300.0 3,609 

Assets Contribution USD 

Transferred Amount 

Negative 180.0 3,609 

Negative 360.0 7,218 

Negative 50.0 1,203 

Paid-in capital 

300.0 

600.0 

100.0 

Paid-in capital 

50.0 

3180.0 

360.0 

Before After 

3590.0 1000.0 

Card No. Card Type Name Position 

440301198411126419 ID Card Wang Wei ¥I Supervisor 

£~ 

440224195811051212 ID Card Wang Huisheng Director 

B 
41 3 

RMB 

10.0 

60.0 

30.0 

RMB 

30.0 

60.0 

10.0 

Mode 

Elected 

& Elected 



41 4 

I a.mt_ General 
I 

I 
I i Manager 

i 350500197502064012 ID Card Huang Qingliu Director ' Elected I 
~~HP ffi~ 

440224610610120 ID Card Chen Liyun f~Jt; Supervisor Elected 

f~l~~ 

320503610731102 ID Card Chen Hua ~*i~ Chairman Elected 

612101630701042 ID Card Li Qiong '$fi]\ Supervisor Elected 

Key executives Shareholders before the change 

Card No. Card Type Name Position Mode 

350500197502064012 ID Card Huang Qingliu Director Elected 

]Ol!l~ 

440305196305211543 ID Card Xiong Fangwen Supervisor Elected 

~~1H!fl 

231027195812255057 ID Card Xiong Xueping Director & Elected 

f:i~~-o/ General 

Manager 

320503610731102 ID Card Chen Hua Mii~ Chairman Elected 

370823610603112 ID Card Lin Xiaomei fil\ Supervisor Elected 

'Hi* 

23102719371126502X ID Card Liao Changlu Supervisor Elected 

~*:lR Chairman 

Shareholder after the change 

Type of Shareholder ID No. Shareholder I Country Contribution Currency 

Name I Area 

Chinese citizen 44022419581105121 Wang 50.0 

Huish eng 'lf 
,!!1: 

Chinese citizen 320503610731102 Chen Hua China 300.0 RMB 

~** 
Chinese citizen 612101600127041 Huang 50.0 

Zhigang ~ 
;tjX]Ij 



j Chinese citizen 

I 
135000197502064012 

I 

Huang 

Qingliu 

·J~O Mil 

600.0 IRflllB "' I China 

~, 

Shareholder Shareholders after the change 

Type of IDNo. Shareholder Country 

Shareholder Name Area 

Chinese 23102719S812255057 Xiong China 

citizen Xueping !i~ 
§'if 

Chinese 320503610731102 Chen Hua China 

citizen ~Jf,$ 

Chinese 350500197502064012 Huang China 

citizen Qingliu ~Y~ 

Shareholder contribution mode 

After the change 

Contribution Currency 

mode 

Monetary 

contribution 

Monetary RMB 

contribution 

Monetary 

contribution 

Monetary RMB 

contribution 

Shareholders before the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-11-23 

2003-08-19 

tm 

Assets Contribution 

Transferred Amount 

Neg9tive 50.0 

Negative 600.0 

Negative 50.0 

Negative 300.0 

Assets Contribution 

Transferred Amount 

Negative 100.0 

Negative 600.0 

Negative 300.0 

Paid-in capital 

600.0 

50.0 

I 

I Contribution Currency 

100.0 RflllB 

300.0 RMB 

600.0 RMB 

USD RMB 

7,218 60.0 

3,609 30.0 

USD RMB 

('0,000) ('0,000) 

1,203 10.0 

7,218 60.0 

3,619 30.0 

.I..J 

41 5 

I 
I 



12003-11-23 i 300.0 
2003-08-19 : 50.0 
Shareholders before the change 

Date of paid-in : Paid-in capital 

2003-11-23 300.0 

2003-11-23 600.0 

2003-11-23 100.0 

2004-11-16 

Item Before After 

District Authority Jiangsu Suqian AIC Suqian AIC Suqian Economic 

Development Zone Branch 

ID of Legal Representative 320503610731102 110101321130455 

Legal Representative Chen Hua [~$ Guo Qingquan ~~J.:ki: 

Key executives after the change 

Card No. Card Type Name Position Mode 

612101630701042 ID Card Li Qiong '!jH~ Supervisor Elected 

612101196001270411 ID Card Huang Director & Elected 

Zhigang tiLt, Deputy 

~lj General 

Manager 

350500820907401 ID Card Gao Meng fill Director Elected 

~tfu 

440224195811051212 !D Card Wang Director & Elected 

Huisheng 'li General 

.~1:. Manager 

440224610610120 ID Card Chen Liyun Supervisor Elected 

~}j;~ji)~ 

110101321130455 ID Card Guo Qingquan Chairman Elected 

$~JJ(i: 

510522197604206489 ID Card Luo Guilian Director Elected 

~~J! 

440301198411126419 ID Card Wang Wei 1I Supervisor Elected 

J~ 

Key executives Shareholders before the change 

Card No. Card Type Name Position Mode 

440301198411126419 ID Card Wang Wei ¥I Supervisor Elected 

J!~ 



n 
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I 440224195811051212 jto Card I Wang Huisheng Director & I Elected 
• =[ill':[:: General I .::;,.. --- i 

Manager 

350500197502064012 ID Card 1 Huang Qingliu Director Elected 

~)RP firf 
440224610610120 tO Card Chen Liyun ~* Supervisor Elected 

s~~ 

320503610731102 10 Card Chen Hua !~fJd.f, Chairman Elected 

612101630701042 ID Card Li Qiong $£Jlt Supervisor Elected 

Shareholder after the change 

Type of Shareholder I ID No. Shareholder Country Contribution Currency 

I Name I Area 

Chinese citizen 1 440224195811051212 Wang 50.0 

Huisheng 1£ 
,!;1:_ 

Chinese citizen 612101196001270411 Huang 50.0 

Zhigang Jit 
;;t',IX]IJ 

Chinese citizen 510522197604206489 Luo Guilian 300.0 

~W±if 

Chinese citizen 110101321130455 Guo 300.0 

Qingquan 

!1~13dc 

Chinese citizen 350500820907401 Gao Meng 300.0 

~~li 

Shareholders after the change 

Type of 10 No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 440224195811051212 Wang 50.0 

citizen Huisheng 1£ 
,!;1: 

Chinese 320503610731102 Chen Hua China 300.0 RMB 

citizen r/t-1:t< 

Chinese 612101600127041 Huang 50.0 

citizen Zhigang ~ 
;t,IX]Ij 

Chinese 350500197502064012 Huang China 600.0 RMB 

citizen Qingliu ~~RP 

·~ 



Shareholder contribution mode 

After the change 

I Contribution i Currency 
I 

mode 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Shareholders before the change 

Contribution Currency 

mode 

Monetary 

contribution 

Monetary RMB 

contribution 

Monetary 

contribution 

Monetary RMB 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

Shareholders after the change 

Date of paid-in 

2003-11-23 

2003-08-19 

2003-11-23 

2003-08-19 

2006-04-12 

i Assets 

Transferred 

Negative 

Negative 

Negative 

Negative 

Negative 

Assets 

Transferred 

Negative 

Negative 

Negative 

Negative 

!ttem I Before 

418 

Contribution USD RMB I 
Amount 

300.0 

50.0 

300.0 

300.0 

50.0 

Contribution USD RMB 

Amount ('0,000) ('0,000) 

50.0 

600.0 7,218 60.0 

50.0 

300.0 3,609 30.0 

Paid-in capital 

300.0 

300.0 

50.0 

50.0 

300.0 

Paid-in capital 

600.0 

50.0 

300.0 

50.0 

J After 



.D 

J Address ! Economic Development Zone, No. 322 Fum in Avenue, I 
I . 

I 

, Suqian City '18 i:.fj?.;fr F. 'lit IT Economic Development Zone, 

Suqian City itli±~{:;ft:F~1,(!K 

~-R::k.i&322 ·E} l 
Total Staff 87 5 i 
Investors/partners 3 5 

Total Employees 82 5 

2008-01-28 

Shareholder after the change 

Type of Shareholder ID No. Shareholder Country Contribution Currency 

Name I Area 

Chinese citizen 440224195811051212 Wang 50.0 

Huish eng 7.:£ 
~1:. 

Chinese citizen 612101196001270411 Huang 50.0 

Zhigang ~ 
;i!;,[11] 

Chinese citizen 110101321130455 Guo 300.0 

Qingquan 

$[il;k:~ 

Chinese citizen 320503610731102 Chen Hua China 300.0 
['f.· f.<::. *_,... 

Chinese citizen 350500820907401 Gao Meng 300.0 

r.'h}~ 

Shareholder Shareholders after the change 

Type of IDNo. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 440224195811051212 Wang 50.0 

citizen Huisheng 1:=£ 

,!;1:, 

Chinese 612101196001270411 Huang 50.0 

citizen Zhigang ~ 
;t:[XJIJ 

Chinese 510522197604206489 Luo Guilian 300.0 

citizen !!J~)! 

Chinese 110101321130455 Guo 300.0 

citizen Qingquan 

~J;k:1: 

Chinese 350500820907401 Gao Meng 300.0 

citizen 74li }~ 



Shareholder contribution mode 

After the change 

Contribution I Currency 

mode 

Monetary 

contribution 

Monetary 

contribution 

Monetary RMB 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Shareholders before the change 

Contribution Currency 

mode 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

2008-01-28 

Shareholders before the change 

Date of paid-in 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

Assets 

Transferred 

Negative 

Negative 

Negative 

Negative 

Negative 

Assets 

Transferred 

Negative 

Negative 

Negative 

Negative 

Negative 

D 

420 

I Contribution 
l 

USD RMB ! 
I 

Amount ('0,000) ('0,000) 

300.0 

50.0 

300.0 0 300.0 

300.0 

50.0 

Contribution USD RMB 

Amount 

300.0 

50.0 

300.0 

300.0 

50.0 

Paid-in capital 

300.0 

300.0 

50.0 

50.0 

300.0 

Paid-in capital 

300.0 

300.0 

50.0 

50.0 

300.0 
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2010-06-29 

i Before After ' Item 
i 

ID of Legal Representative 1 6t21016oo127o4u H0791931000 I 

Legal Representative Huang Zhigang 't(.i!;:P]I] Chan Tak Yuen [lff.1~ff!i! 

Registered Capital 1000.0 8000.0 

Key executives after the change 

Card No. Card Type Name Position Mode 

320503196107311027 ID Card Chen Hua ~* Director Appointment 

-*' 
H0791931000 ID Card Chan Tak Yuen Chairman Appointment 

~H~ff!i! 

110108197204252319 ID Card Li Mingchen General Recruiting 

$afj~ Manager 

110108195711182213 ID Card Zhao Weimao Director Appointment 

;Mf~j!{ 

452502197110098238 ID Card Wu Supervisor Appointment 

Yongzheng 
0 

7<:. 

,j( 4ft 

Key executives Shareholders before the change 

Card No. Card Type Name Position Mode 

440224195811051212 ID Card Wang Huisheng Supervisor Appointed by 

'li,!;1:. British Virgin 

Islands Homix 

Limited 

P166226{4) ID Card Cheng Lin /il(;f* Director Appointed by 

British Virgin 

Islands Homix 

Limited 

6121016001270411 ID Card Huang Zhigang General Recruited 

Jt.tf,p]l] Manager 

6121016001270411 ID Card Huang Zhigang Chairman Appointed by 

Jt;;!;:MIJ British Virgin 

Islands Homix 

Limited 

433022196601134919 ID Card Liao Chunhe .~ Director Appointed by 

~~u British Virgin 

Islands Homix 

Limited 



Shareholder after the change 

Type of Shareholder Foreign company 

Registration Certificate No. 1445474 

Shareholder Name British Virgin Islands Homix Limited 

Country I Area British Virgin Islands 

Contribution 8,000.0 

Currency RMB 

USD exchange rate 0.000000147 

USD {10,000) 1176.0 

RMB exchange rate 0.0000010 

RMB {10,000) 8,000.0 

Accumulated Contribution 8,000.0 

Foreign investment logo Negative 

Mode of taking liabilities Co., Ltd 

Shareholder Shareholders before the change 

Type of Shareholder Foreign company 

Registration Certificate No. 1445474 

Shareholder Name British Virgin Islands Homix Limited 

Country I Area 

Contribution 

Currency 

USD exchange rate 

USD (10,000) 

RMB exchange rate 

RMB {10,000) 

Accumulated Contribution 

Foreign investment logo 

Mode of taking liabilities 

Shareholder contribution mode 

After the change 

Contribution Currency 

British Virgin Islands 

1,000.0 

RMB 

0.0000001457 

145.7 

0.0000010 

1,000.0 

1,000.0 

Negative 

Co., Ltd 

Assets Contribution USD 

mode Transferred Amount {'0,000) 

Monetary RMB Negative 8,000.0 1176.0 

contribution 

Actual Paid-in Capital of the company 

After the change 

Date of Capital Paid-in 

paid-in Source Amount 

2008-07-03 overseas 1000.0 

2010-06-11 overseas 7000.0 

Contribution Exchange rate 

Mode 

Monetary 0.0000001457 

contribution 

Monetary 0.000000147 

USD 

145.7 

1029.0 

RMB 

('0,000) 

8,000.0 

RMB 

1000.0 

7000.0 

422 
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Paid-up Capital of the company 

After the change 

Phase Amount 

Agreed 

2 1400.0 

3 5600.0 

1 1000.0 

Item 

Actual Paid-in Capital 

Foreign investor contribution 

in USD 

Total investment in RMB 

Registered capital in RMB 

Foreign contribution in RMB 

Registered capital in USD 

Total foreign investment 

Total foreign investment in 

USD 

Foreign investor contribution 

ZIP 

423 

i contribution 

Period Deadline USD RMB i 
Agreed Agreed 

(month) 

0 2010-06-27 205.8 1400.0 

24 2012-06-27 823.2 5600.0 

0 2008-07-02 145.7 1000.0 

Before After 

1000.0 8000.0 

145.7 1174.7 

1400.0 18500.0 

1000.0 8000.0 

1000.0 8000.0 

145.7 1174.7 

1400.0 18500.0 

203.98 2717.68 

1000.0 8000.0 

223814 223800 
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Company registration records of Jiangsu Dayang Wood Co., Ltd.U:VJ.::k!lB*~:¥f~&0EJ 

Name Approval No. 320000M013744 
1 

Registration No. 321300000010898 

Former Registration No. 3213002101164 

Enterprise Credit Level A 

Enterprise Name Jiangsu Dayang Wood Co., LtdJI;Jj::k:BB*~ 

t-HlH~EJ 

Address No. 322 Fum in Avenue, Economic 

Development Zone, Suqian City 1i3'i.H£i1Hf& 
1K ~ ~::kl1! 322 -"} 

ID of Legal Representative H0791931000 

Legal Representative Chan Tak Yuen ~~; fti; VIi! 

Industry Artificial board manufacturing 

Enterprise Type Co., Ltd (wholly foreign invested) 

Registration Authority Jiangsu Suqian AIC 

Authority District Suqian AIC Suqian Economic Development 

Zone Branch 

Registration Currency RMB 

Country of Foreign Investor British Virgin Islands 

(Unit: RMB 10,000) 

Total Investment 18,500 USD 2,717.68 RMB 18,500 

Registered Capital 8,000 USD 1,174.7 RMB 8,000 

Foreign Paid-in Capital 8,000 USD 1,174.7 RMB 8,000 

Date of Establishment 19-August-2003 

Annual Inspection Date 14-June-2011 

Annual inspection Year 2010 

Licensed Busines5 Scope None 

Regular Business Scope Timber processing and engineering technical 

consulting services; R&D, manufacturing and 

sales of artificial boards. 

Period of Operation 19-August-2003 to 19-August-2058 

Date of Approval 29-June-2010 

USD exchange rate 0.147 

RMB exchange rate 1.0 

Copies 1 

ZIP 223800 



! Phone number 

j Investment company 

Shareholder 

Shareholder name 

British Virgin Islands 

Homix Limited 5f.fffi. 

g{E iF Iii: !If !ih f§ -;k rt ,ij)t 
~fllH:9 

Company changes 

2003-11-25 

Item 

Registered Capital 

Shareholder type 

Foreign company 

Before 

100,0 

Key executives after the change 

Card No. Card Type 

350500197502064012 ID Card 

440305196305211543 ID Card 

23102719371126502X ID Card 

320503610731102 ID Card 

370823610603112 ID Card 

231027195812255057 ID Card 

84567007 

Negative 

Certification type 

Registration 

certificate 

After 

600.0 

Name Position 

Huang Qingliu Director 

~9llllt~ 

Xiong Fangwen Supervisor 

~~1f11Tl 

Liao Changlu Supervisor 

~-~)Jt Chairman 

Chen Hua f*i-j:; Chairman 

Lin Xiaomei f* Supervisor 

'H* 

Xiong Xueping Director 

llW~!Ff- General 

Manager 

Key executives Shareholders before the change 

Card No. Card Type Name Position 

320503610731102 ID Card Chen Hua ~*~ Chairman 

) 

425 

Contribution (RMB 
101000)) 

8/000 

Mode 

Elected 

Elected 

Elected 

Elected 

Elected 

& Elected 

Mode 

Elected 
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I I ! 
1 231027195812255057 ID Card I Xiong Xueping I Director & Elected I 

~~··~¥ General 

Manager 

370823610603112 ID Card Lin Xiaomei f.f Supervisor Elected 

/J\9* 

350500197502064012 ID Card Huang Qingliu Director Elected 

~~~Pml 

440305196305211543 ID Card Xiong Fan gwen Supervisor Elected 

~~ 1.fli'ij 

23102719371126502X ID Card Liao Changlu Supervisor Elected 

W'*:>K Chairman 

Shareholder after the change 

Type of ID No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 231027195812255057 Xiong China 60.0 RMB 

citizen Xueping rr~ 
§-'f 

Chinese 35050197502064012 Huang China 360.0 RMB 

citizen Qingliu ~91lP 

t~ 

Chinese 320503610731102 Chen Hua China 180.0 RMB 

citizen ~ff,$ 

Shareholders before the change 

Type of ID No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 350500197502064012 Huang China 60.0 RMB 

citizen Qingliu ~91lP 

111 
Chinese 320503610731102 Chen Hua China 30.0 RMB 

citizen M~i~ 

Chinese 231027195812255057 Xiong China 10.0 RMB 

citizen Xueping "-1:. 
!!!'< 

~if 

Shareholder contribution 



After the change 

I Contribution 
I 
' Currency i Assets 

mode ) Transferred 

Monetary RMB Negative 

contribution 

Monetary RMB Negative 

contribution 

Monetary RMB Negative 

contribution 

Key executives Shareholders before the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-11-23 

2003-11-23 

2003-11-23 

Capital contribution agreed 

After the change 

Phase 

1 

2 

3 

Change status 

Paid in capital 

No. of employees 

No. of investors 

Assets 

Transferred 

Negative 

Negative 

Negative 

Before 

3 

427 

USD ('0,000) j Contribution RMB 

I Amount ('0,000) 

180.0 3,609 30.0 

360.0 7,218 60.0 

50.0 1,203 10.0 

Contribution uso RMB 

Amount ('0,000) ('0,000) 

10.0 1,203 10.0 

60.0 7,218 60.0 

30.0 3,609 30.0 

Paid-in capital 

3180.0 

360.0 

50.0 

Amount agreed 

180.0 

36.0 

50.0 

After 

3590.0 

2 

2 
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2003-12-12 

jltem Before After 

j Company name ! Suqian Dayang Wood Co., Ltd. Jiangsu Dayang Wood Co., Ltd. , 

~~~*~*ft~~0~ ~~*~*ftff~0~ 

Key executives after the change 

Card No. Card Type Name Position Mode 

23102719371126502X 10 Card Liao Changlu Supervisor Elected 

~-~fit Chairman 

320503610731102 ID Card Chen Hua ~fj; f¥; Chairman Elected 

370823610603112 ID Card Lin Xiaomei f* Supervisor Elected 

tJ\!1* 

350500197502064012 ID Card Huang Qingliu Director Elected 

jitg[lllffi{ 

440305196305211543 ID Card Xiong Fangwen Supervisor Elected 

~~15"1~ 

231027195812255057 ID Card Xiong Xueping Director & Elected 

fl~~f General 

Manager 

Key executives Shareholders before the change 

Card No. Card Type Name Position Mode 

350500197502064012 ID Card Huang Qingliu Director Elected 

Jit9lllltlt 
440305196305211543 ID Card Xiong Fangwen Supervisor Elected 

ff~1fl~ 

23102719371126502X ID Card Liao Changlu Supervisor Elected 

I~H~Jit Chairman 

320503610731102 ID Card Chen Hua Md~ Chairman Elected 

370823610603112 ID Card lin Xiaomei ·f* Supervisor Elected 

tJ\!1* 

231027195812255057 ID Card Xiong Xueping Director & Elected 

~~-'~'- General 



I Manager 

Shareholder after the change 

Type of ID No. / Shareholder Country 
I 

Shareholder Name Area 

Chinese 320503610731102 Chen Hua China 

citizen ~Jt-il'i 

Chinese Huang China 

citizen 350500197502064012 Qingliu ~9llll 

lffi 
Chinese 231027195812255057 Xiong China 

citizen Xueping ~~ 

¥t-'f 

Shareholder Shareholders before the change 

Type of ID No. Shareholder Country 

Shareholder Name 

Chinese 231027195812255057 Xiong 

citizen Xueping 

¥t-'F 
Chinese 350500197502064012 Huang 

citizen Qingliu 

lffi 
Chinese 320503610731102 Chen 

citizen 

Shareholder contribution mode 

After the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Shareholders before the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

M~il'i 

Assets 

Transferred 

Negative 

Negative 

Negative 

Assets 

Transferred 

Negative 

Area 

China 

~~ 

China 

:l!Ulll 

Hua China 

Contribution 

Amount 

180.0 

360.0 

50.0 

Contribution 

Amount 

180.0 

I ! Contribution Currency 

180.0 RMB 

360.0 RMB 

60.0 RMB 

I Contribution Currency 

60.0 RMB 

360.0 RMB 

180.0 RMB 

USD RMB 

('0,000) ('0,000) 

3,609 30.0 

7,218 60.0 

1,203 10.0 

USD RMB 

('0,000) ('0,000) 

3,609 30.0 

429 
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' 
1 Monetary ' RMB Negative 360.0 7,218 60.0 

i contribution I 
! I 
! 

I RMB Monetary Negative 50.0 1,203 10.0 

I contribution I I 
Paid-in Capital of the company 

After the change 

Date of paid-in Paid-in capital 

2003-11-23 50.0 

2003-11-23 3180.0 

2003-11-23 360.0 

Shareholders before the change 

Date of paid-in Paid-in capital 

2003-11-23 3180.0 

2003-11-23 360.0 

2003-11-23 50.0 

2004-03-05 

Item Before After 

Registered Capital 600.0 1,000.0 

Key executives after the change 

Card No. Card Type Name Position Mode 

350500197502064012 ID Card Huang Qingliu Director Elected 

~9[lJ!fW 

440305196305211543 ID Card Xiong Fangwen Supervisor Elected 

fi~171'ifl 

231027195812255057 ID Card Xiong Xueping Director & Elected 

fi~]t-'¥ General 

Manager 

320503610731102 ID Card Chen Hua ~*ii' Chairman Elected 

370823610603112 ID Card Lin Xiaomei *f. Supervisor Elected 

1]\P.* 

23102719371126502X ID Card Liao Changlu Supervisor Elected 

~~JR: Chairman 

Key executives Shareholders before the change 
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I Card No. Card Type Name Position Mode I 
I 23102719371126502X ID Card I Liao Changlu Supervisor Elected I 
! 

I i!g! !;(:if<: Chairman 

320503610731102 ID Card Chen Hua ~,t, ~ Chairman Elected 

370823610603112 ID Card Lin Xiaomei 

**' 
Supervisor Elected 

+!I* 

350500197502064012 ID Card Huang Qingliu Director Elected 

-~~,p.ff« 

440305196305211543 ID Card Xiong Fangwen Supervisor Elected 

~~1Ji!t'l 

231027195812255057 ID Card Xiong Xueping Director & Elected 

~~~.lj! General 

Manager 

Shareholder after the change 

Type of ID No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 231027195812255057 Xiong China 100.0 RMB 

citizen Xueping fi~ 

~if 

Chinese 320503610731102 Chen Hua China 300.0 RMB 

citizen ~ff-if. 

Chinese 350500197502064012 Huang China 600.0 RMB 

citizen Qingliu ~91!{1 

flii 

Shareholder Shareholders before the change 

Type of ID No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 320503610731102 Chen Hua China 180.0 RMB 

citizen ~ff-if. 

Chinese 35000197502064012 Huang China 360.0 RMB 

citizen Qingliu ~g~p 

.f!II 
Chinese 231027195812255057 Xiong China 60.0 RMB 

citizen Xueping rm 
1/t.lJZ-



Shareholder contribution mode 

After the change 

j Contribution ; Currency 

/mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Shareholders after the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-11-23 

2003-11-23 

2003-11-23 

Shareholders after the change 

Date of paid-in 

2003-11-23 

2003-11-23 

2003-11-23 

Item 

Paid-in Capital 

2004-07-21 

Key executives after the change 

Assets I Contribution USD 
I 

Transferred Amount 

Negative 100.0 1,203 

Negative 600.0 7,218 

Negative 300.0 3,609 

Assets Contribution USD 

Transferred Amount 

Negative 180.0 3,609 

Negative 360.0 7,218 

Negative 50.0 1,203 

Paid-in capital 

300.0 

600.0 

100.0 

Paid-in capital 

50.0 

3180.0 

360.0 

Before After 

3590.0 1000.0 

Card No. Card Type Name Position 

440301198411126419 ID Card Wang Wei 1± Supervisor 

If, 

440224195811051212 ID Card Wang Huisheng Director 

432 

RMB I 

10.0 

60.0 

30.0 

RMB 

30.0 

60.0 

10.0 

Mode 

Elected 

& Elected 



I ··.~ Efi .. b tt.~.c,_ I General 

1 Manager 

350500197502064012 ID Card Huang Qingliu r Director Elected 

~g~pi{i'l 

440224610610120 ID Card Chen Liyun rrt· 
l'tf; Supervisor Elected 

~r.JZ. 

320503610731102 ID Card Chen Hua ~hd~ Chairman Elected 

612101630701042 ID Card Li Qiong $~ Supervisor Elected 

Key executives Shareholders before the change 

Card No. Card Type Name Position Mode 

350500197502064012 ID Card Huang Qingliu Director Elected 

~9~P® 

440305196305211543 ID Card Xiong Fan gwen Supervisor Elected 

flt1Jiill 

231027195812255057 ID Card Xiong Xueping Director & Elected 

~m~"F General 

Manager 

320503610731102 ID Card Chen Hua ~h;i~ Chairman Elected 

370823610603112 ID Card Lin Xiaomei f"' Supervisor Elected 

'Hlit 

23102719371126502X ID Card Liao Changlu Supervisor Elected 

~*~ Chairman 

Shareholder after the change 

Type of Shareholder ID No. Shareholder Country Contribution Currency 

Name I Area 

Chinese citizen 44022419581105121 Wang 50.0 

Huisheng 1I 
.~:£ 

Chinese citizen 320503610731102 Chen Hua China 300.0 RMB 

[l*.f¥< 

Chinese citizen 612101600127041 Huang 50.0 

Zhigang ~ 
;tMIJ 

433 



1 35ooo197502064o12 

l 
I Chinese citizen 

I 

Huang 

. Qingfiu 

I @D~~ I 
China 

~ 

600.0 

I 

Shareholder Shareholders after the change 

Type of ID No. Shareholder Country 

Shareholder Name Area 

Chinese 231027195812255057 Xiong China 

citizen Xueping tf~ 
•!§Sf 

Chinese 320503610731102 Chen Hua China 

citizen [!*$ 

Chinese 350500197502064012 Huang China 

citizen Qingliu jitqe~ 

Shareholder contribution mode 

After the change 

Contribution Currency 

mode 

Monetary 

contribution 

Monetary RMB 

contribution 

Monetary 

contribution 

Monetary RMB 

contribution 

Shareholders before the change 

Contribution Currency 

mode 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Monetary RMB 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-11-23 

2003-08-19 

tm 

Assets Contribution 

Transferred Amount 

Negative 50.0 

Negative 600.0 

Negative 50.0 

Negative 300.0 

Assets Contribution 

Transferred Amount 

Negative 100.0 

Negative 600.0 

Negative 300.0 

Paid-in capital 

600.0 

50.0 

I Contribution 

100.0 

300.0 

600.0 

USD 

7,218 

3,609 

USD 
('0,000) 

1,203 

7,218 

3,619 

RMB 

Currency 

RMB 

RMB 

RMB 

RMB 

60.0 

30.0 

RMB 

('0,000) 

10.0 

60.0 

30.0 

.J) 
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1 2oo3-11-23 1300.0 
50.0 1 2oo3-o8-19 

Shareholders before the change 

Date of paid-in Paid-in capital 

2003-11-23 300.0 

2003-11-23 600.0 

2003-11-23 100.0 

2004-11-16 

Item Before After 

District Authority Jiangsu Suqian AIC Suqian AIC Suqian Economic 

Development Zone Branch 

ID of legal Representative 320503610731102 110101321130455 

legal Representative Chen Hua ~fj;$ Guo Qingquan $Fll.k1: 

Key executives after the change 

Card No. Card Type Name Position Mode 

612101630701042 ID Card Li Qiong =$#)\ Supervisor Elected 

612101196001270411 ID Card Huang Director & Elected 

Zhigang •. if. Deputy 

~lj General 

Manager 

350500820907401 ID Card Gao Meng 1'!r Director Elected [5I 

~li 

440224195811051212 ID Card Wang Director & Elected 

Huisheng 'l.I General 

~1:. Manager 

440224610610120 ID Card Chen Liyun Supervisor Elected 

Mil'll'l~ 

110101321130455 ID Card Guo Qingquan Chairman Elected 

f!l/.k1: 
510522197604206489 ID Card luo Guilian Director Elected 

~m·k !'-!.kf: 

440301198411126419 ID Card Wang Wei 'l.I Supervisor Elected 

f~ 

Key executives Shareholders before the change 

Card No. Card Type Name Position Mode 

440301198411126419 ID Card Wang Wei 7.1 Supervisor Elected 

J~ 



Shareholder contribution mode 

After the change 

I Contribution ; Currency 

mode i 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Shareholders before the change 

Contribution Currency 

mode 

Monetary 

contribution 

Monetary RMB 

contribution 

Monetary 

contribution 

Monetary RMB 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

Shareholders after the change 

Date of paid-in 

2003-11-23 

2003-08-19 

2003-11-23 

2003-08-19 

2006-04-12 

Assets 

Transferred 

Negative 

Negative 

Negative 

Negative 

Negative 

Assets 

Transferred 

Negative 

Negative 

Negative 

Negative 

jltem J Before 

u 
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: Contribution I USD RMB I 
Amount 

300.0 

50.0 

300.0 

300.0 

50.0 

Contribution USD RMB 

Amount ('0,000) ('0,000) 

50.0 

600.0 7,218 60.0 

50.0 

300.0 3,609 30.0 

Paid-in capital 

300.0 

300.0 

50.0 

50.0 

300.0 

Paid-in capital 

600.0 

50.0 

300.0 

50.0 

j After 
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1 440224195811051212 ID Card wa_ng Huisheng I Director & ! Elected 

I i ·,I~ I 1 General I 
1 Manager 

350500197502064012 ID Card Huang Qingliu Director Elected 

·~qepm 

440224610610120 ID Card Chen Liyun ~* Supervisor Elected 

lillil~ 

320503610731102 ID Card Chen Hua [!Jj;1f: Chairman Elected 

612101630701042 ID Card Li Qiong $I]jt Supervisor Elected 

Shareholder after the change 

Type of Shareholder ID No. Shareholder Country Contribution Currency 

Name I Area 

Chinese citizen 440224195811051212 Wang 50.0 

Huisheng ¥.I 
!\1:: 

Chinese citizen 612101196001270411 Huang 50.0 

Zhigang ~ 

.tAIJ 
Chinese citizen 510522197604206489 Luo Guilian 300.0 

~~~ 

Chinese citizen 110101321130455 Guo 300.0 

Qingquan 

$11J.:k~ 

Chinese citizen 350500820907401 Gao Meng 300.0 

~1l 

Shareholders after the change 

Type of ID No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 440224195811051212 Wang 50.0 

citizen Huisheng ~.I 

.$~ 

Chinese 320503610731102 Chen Hua China 300.0 RMB 

citizen ~ffii~ 

Chinese 612101600127041 Huang 50.0 

citizen Zhigang ~ 
.trJij 

Chinese 350500197502064012 Huang China 600.0 RMB 

citizen Qingliu ~~up 

m 



I Address Economic Development Zone, No. 322 Fumin Avenue, ! 

' Suqian City 'ffi'ifi'_{:;:;f Jf',:Z[i Economic Development Zone, I 
' I I 

(~i if::i'i; if r-: 'fi_ 3: 
I 

! Suqian City I 
I I 

~H~ ki1t 322 ~ 

Total Staff 87 5 

Investors/partners 3 s 
Total Employees 82 5 

2008-01-28 

Shareholder after the change 

Type of Shareholder ID No. Shareholder Country Contribution Currency 

Name I Area 

Chinese citizen 440224195811051212 Wang 50.0 

Huisheng 1I 
,f!;j:_ 

Chinese citizen 612101196001270411 Huang 50.0 

Zhigang ~ 
;i!;,~lj 

Chinese citizen 110101321130455 Guo 300.0 

Qingquan 

$BI)dt 
Chinese citizen 320503610731102 Chen Hua China 300.0 

!!*{~ 
'-T' 

Chinese citizen 350500820907401 Gao Meng 300.0 

rm~l 

Shareholder Shareholders after the change 

Type of ID No. Shareholder Country I Contribution Currency 

Shareholder Name Area 

Chinese 440224195811051212 Wang 50.0 

citizen Huisheng 1I 
~j:_ 

Chinese 612101196001270411 Huang 50.0 

citizen Zhigang ~ 
;t~lj 

Chinese 510522197604206489 Luo Guilian 300.0 

citizen ~rJt:i! 

Chinese 110101321130455 Guo 300.0 

citizen Qingquan 

$BIJ:21: 
Chinese 350500820907401 Gao Meng 300.0 

citizen ~1l 



Shareholder contribution mode 

After the change 

Contribution Currency 

mode 

Monetary 

contribution 

Monetary 

contribution 

Monetary RMB 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Shareholders before the change 

Contribution Currency 

mode 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Monetary 

contribution 

Paid-in Capital of the company 

After the change 

Date of paid-in 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

2008-01-28 

Shareholders before the change 

Date of paid-in 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

2003-08-19 

Assets 

Transferred 

Negative 

Negative 

Negative 

Negative 

Negative 

Assets 

Transferred 

Negative 

Negative 

Negative 

Negative 

Negative 

.ti 
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I Contribution USD 'RMB 
I 
1 Amount ('0,000) ('0,000) 

300.0 

50.0 

300.0 0 300.0 

300.0 

50.0 

Contribution USD RMB 

Amount 

300.0 

50.0 

300.0 

300.0 

50.0 

Paid-in capital 

300.0 

300.0 

50.0 

50.0 

300.0 

Paid-in capital 

300.0 

300.0 

50.0 

50.0 

300.0 
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2010-06-29 . 
Item Before After i 

ID of Legal Representative 6121016001270411 H0791931000 

Legal Representative Huang Zhigang ~.t;~]lj Chan Tak Yuen r>ft-1.@. i!ll, 
Registered Capital 1000.0 8000.0 

Key executives after the change 

Card No. Card Type Name Position Mode 

320503196107311027 ID Card Chen Hua IW Director Appointment 

1¥ 
H0791931000 ID Card Chan Tak Yuen Chairman Appointment 

~JH@.¥1Jl( 

110108197204252319 ID Card u Mingchen General Recruiting 

*aJl t=2 Manager 

110108195711182213 ID Card Zhao Weimao Director Appointment 

~f~/Jt 

452502197110098238 ID Card Wu Supervisor Appointment 

Yongzheng ~ 
,J<. $-

Key executives Shareholders before the change 

Card No. Card Type Name Position Mode 

440224195811051212 ID Card Wang Huisheng Supervisor Appointed by 

11~1: British Virgin 

Islands Homix 

Limited 

P166226(4) ID Card Cheng Lin nXAif\ Director Appointed by 

British Virgin 

Islands Homix 

Limited 

6121016001270411 ID Card Huang Zhigang General Recruited 

~~jX)Ij Manager 

6121016001270411 ID Card Huang Zhigang Chairman Appointed by 

~.i!:,iX]Ij British Virgin 

Islands Homix 

limited 

433022196601134919 ID Card Liao Chunhe ~ Director Appointed by 

1f~U British Virgin 

Islands Homix 

Limited 



Shareholder after the change 

! Type of Shareholder Foreign company 

Registration Certificate No. 1445474 

Shareholder Name British Virgin Islands Homix limited 

Country I Area British Virgin Islands 

Contribution 8,000.0 

Currency RMB 

USD exchange rate 0.000000147 

USD (10,000) 1176.0 

RMB exchange rate 0.0000010 

RMB (10,000) 8,000.0 

Accumulated Contribution 8,000.0 

Foreign investment logo Negative 

Mode of taking liabilities Co., ltd 

Shareholder Shareholders before the change 

Type of Shareholder Foreign company 

Registration Certificate No. 1445474 

Shareholder Name British Virgin Islands Homix Limited 

Country I Area 

Contribution 

Currency 

USD exchange rate 

USD (10,000) 

RMB exchange rate 

RMB (10,000) 

Accumulated Contribution 

Foreign investment logo 

Mode of taking liabilities 

Shareholder contribution mode 

After the change 

Contribution Currency Assets 

British Virgin Islands 

1,000.0 

RMB 

0.0000001457 

145.7 

0.0000010 

1,000.0 

1,000.0 

Negative 

Co., Ltd 

Contribution USD 

mode Transferred Amount ('0,000) 

Monetary RMB Negative 8,000.0 1176.0 

contribution 

Actual Paid-in Capital of the company 

After the change 

Date of Capital Paid-in 

paid-in Source Amount 

2008-07-03 overseas 1000.0 

2010-06-11 overseas 7000.0 

Contribution Exchange rate 

Mode 

Monetary 0.0000001457 

contribution 

Monetary 0.000000147 

USD 

145.7 

1029.0 

RMB 

('0,000) 

8,000.0 

RMB 

1000.0 

7000.0 

441 
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Paid-up Capital of the company 

After the change 

Phase 1 Amount 

Agreed 

2 1400.0 

3 5600.0 

1 1000.0 

Item 

Actual Paid-in Capital 

Foreign investor contribution 

in USD 

Total investment in RMB 

Registered capital in RMB 

Foreign contribution in RMB 

Registered capital in USD 

Total foreign investment 

Total foreign investment in 

USD 

Foreign investor contribution 

ZIP 

442 

; contribution 

Period Deadline USD RMB 

Agreed Agreed 

(month) 

0 2010-06-27 205.8 1400.0 

24 2012-06-27 823.2 5600.0 

0 2008-07-02 145.7 1000.0 

Before After I 

1000.0 8000.0 

145.7 1174.7 

1400.0 18500.0 

1000.0 8000.0 

1000.0 8000.0 

145.7 1174.7 

1400.0 18500.0 

203.98 2717.68 

1000.0 8000.0 

223814 223800 



This is Exhibit "ZZ" mentioned and refened to in the Affidavit of 

Stephen Gowan Chandler, swmn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

\\'nnchai, Hong Kong 
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s 1 Po r:j:li~ A ~ J:Ho ~~ [;!ll * J;u if! ;:a: fl p.:ij 

State Intellectual Property Office of the PRC 

Patent Search 

Invention Patent0 Utility Model Patent0 Design Patent0 

Application No.: 
~-----' 

Name: 

Summary: Application Date: 

Publication Date: Publication No.: 

Class No.: Main Class No.: 

Applicant: ~iangsu Dayang Wood Co., Ltd ¥I1r.:k~B;f:~ff~~i~i5'JI 

Inventor/Designer: 

Address: International Publication 

Issuing Date: Patent Agency: 

Agent: Priority: 

~earchl I Cancel! 

Search Results: 

llnvention Patent and 1 Utility Model Patent: 

No. Application No. Patent Name 

D 

1 200810142046.1 Wood dyeing method and equipment *HW:@.fi<J:1J¥!&;\'t 
i9:~ 

2 200820146919.1 Wood dyeing equipment *HW:~B<Ji~~ 

-1· 4 7 



44n 

Application No. 200820146919.1 i Application 1 2oo8.o8.22 i 
! 

I i I Date 

Patent Name Wood dyeing equipment *fit W: E.l¥1 i&: t3- I 
Public No. CN201244844 Publication 2009.05.27 

Date 

Main Class No. B27K5/02(2006.01)1 Former 

Application No. 

Class No. B27K5/02(2006.01)1;B27K3/02(2006.01)1 

Issuing Date Priority 

Applicant Jiangsu Dayang Wood Co., Ltd ri1J.:k~B*fr1f~lH~i§J 

Address No.322, Fumin Avenue, Economic Development Zone, Suqian City, 

Jiangsu Province 223800 

2238oo ri1r.~'tEVfrtr~~¥if7f.ot!R;t~:kii 322-'% 

Inventor/Designer Che Binglei $.:l:pfllf; International 

Huang Yanshun Jftftfllli!! Application 

International Since 

Publication 

Patent Agency Shenzhen Zhongzhi Patent and Agent Sunhao ft],0\11; 
Trademark Agency Co., Ltd i)iUJII Lin Hong f* !lli 
m "~=' ~ ~if!J ~tiFf~~ 1r ~~ 0 i§1 

Application No. 200810142046.1 Application 2008.08.22 

Date 

Patent Name Wood dyeing method and equipment *N~E.l¥11f¥~&:l'tii~ 

Public No. CN101342716 Public Oate 2009.01.14 

Main Class No. 
B27K5/02(2006.01)1 

Former 

Application No. 

Class No. B27K5/02{2006.01)1;B27K3/02(2006.01}1 

Issuing Date Priority 

Applicant Jiangsu Dayang Wood Co., Ltd ¥I1r.:k~B*~i'H~0i§J 

Address No.322, Fumin Avenue, Economic Development Zone, Suqian City, 

Jiangsu Province 223800 

223800 ¥I1J.~'(a'jfftj~~lif7fbt!R;t~:ki! 322-'% 

lnve ntor /Designer Che Binglei $.tp;j~; International 

Huang Yanshun Jftftf)ili)! Application 

lnt'l Public Since 

Patent Agency Shenzhen Zhongzhi Patent and Agent Sunhao f1]1 Bi!r; 
Trademark Agency Co., Ltd ¥*#11 Lin Hong f* !lli 
m "~=' ~ ~ ifiJ it1 tiF 1~ ll 1r ~~ 0 j§J 



This is Exhibit "AAA" mentioned and refetTed to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People1

S Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303·7 Dominion Centre 
43-59 Queen1s Road East 

Wanchai, Hong Kong 
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Application for Registration of Establishment 

Business Address , Zhtcun, Dasht Town, Panyu City 
I Panyu ?acheng ~ood Co., Ltd. 

ZIP Code 

Name 

Legal Representative Tel 
' uang ans un i H Y h 
I Registered Capital Y I ,000,000. (SAY CNY ONE I Type of Company 

MILLlON ONLY) I Business Limited 
Scope of Business Processing and sales of artificial veneers and wood processed products; 

research and development of wood products; engineering consultative 
services. 

Business Term From June 1998 to June 2018 
Approving Authority I Approval No. 

Comments by the 
competent departments 

I hereby certify that all information provided for the application is truthful. 
Chairman of the Board (signature): Date: 

Note: 
l. If the Scope of Business includes any item that should be submitted for approval according to 

relevant laws and administrative regulations of the state, the competent government 
department concerned shall insert comments and affix a seal in the space next to the 
"Comments by the competent departments". After such comments are insetted, the Applicant 
does not have to submit documents of approval by the competent government department 
concerned. 

2. Establishment of a company should be submitted for approval according to relevant laws and 
administrative regulations of the state, and the Applicant should complete the "Approving 
Authority" and "Approval No." columns. 

3. The "Business Address" shall include doorplate number, street name, district (or village) 
name, and city (or county) name. 

4. The "Type of Business" shall be "Company Limited" or "Shareholding Company". 

450 
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This is Exhibit "BBB" mentioned and refetTed to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notaty Public, Hong Kong SAR 

2303·7 Dominion Centro 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Name Position Name Position 
Huang Zhigang Manager Liao Chunhe Manager 

L. t rn· t IS 0 tree ors, s upervtsors, M anagers/Comm1ttee M b em ers 
Name Position Chairman Form of Appointed ID Number Z459151 (I) 

of the Appointment 
Board Type HKID 

Chan Country/Region HK, China Address Yau Yat Tsuen Garden, 39 Fa Po Street, 

J Tak 
Yuen 

Kowloon Tong, Hong Kong 

I Name Position Director Form of ID Number 320503196107311027 
Appointment Appointed 

Type ID Card 

Chen Hua Country/Region China Address Suite 304, Bldg 67, Shishan New Garden, 
Suzhou, Jiangsu 

Name Position Director Form of Appointed jiD Number 110108195711182213 
Appointment I 

I Type ID Card 

i 
Zhao Country/Regior China Address 

I 
SuiteD 1003, Jinyun Tower, Jinlong Garden, 

Wei mao Nanshan District, Shenzhen, China 

Name Position Supervisor Form of Appointed I ID Number 452502197110098238 
Appointment 

! 
I 

Type ID Card I 

I I 

Wu Country/Regior China Address Suite 30 I, 28 Ziyuan Street, Baiyun District, 

Yongzheng Guangzhou 

Name Position Manager Form of Appointed ID Number 433022196601134919 
Appointment 

I Type ID Card 
j 

! 

Liao Country/Region China Address Liao's Family Group, Zhaojiayu Village, 

Chunhe Huochang, Yuanling County, Hunan 



This is Exhibit "CCC" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303·7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Koog 
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' 

List of Shareholders (or Promoters) of Panyu Dacheng Wood Co., Ltd. 

Name 

Huang 
y h ans un 

Cai Yingxin 

(8: natural person) 
Sex Address fD Card No. 1 Amount of : Percentage I 

i Contribution ' (%) 
I , 

: (unit: CNY) 

; :Vlaie Suite B-40 I, Guangdabu, Nantou, 350403560'"~29003 / I 00,000. 10 
Sh h enz en j 

' 

Male No. l, Bajiaolou, Qingyang Town, 350582680109303 900,000. 90 
Jinjiang, Fujian 

Note: If there is not enough space, you can attach extra pages. 

456 



This is Exhibit "DDD" mentioned and refe1red to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303·7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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I 

I 

Application for Modifying Business Name and Address of Companies I Self-Employed'"·
Households in Panyu Dnstrict (previously "Panyu City") 

Business Name 

Former Address 

; New business name 

I Pan;.u City Dacheng Wood 
I Co., Ltd. 

i Business 
I 

j License 
Zhicun, Oashi Town. Panyu : Person 
City j charge 
Panyu Dacheng Wood Co., Ltd. 

I 4401262000027 

in / Huang Yanshun 

j 

I New business address Zhicun, Dashi Town, Panyu District, Guangzhou 
r Comments by the competent Approved 

departments 
(Not necessary for self-employed Seal: 

households) Date: November 13, 2000 

Business Name: Guangzhou Panyu Dacheng Wood Co., Ltd. 

Business Address: Zhicun, Dashi Town, Panyu District 
Comments by the Application for modification approved. 
Administrative 

Comments by office for Industry Seal: Panyu Office, Guangzhou Municipal Administration for 
the and Commerce Industry and Commerce 
Administration 
for Industry and Date: November 17,2000 
Commerce Comments by the sub- Approved 

bureau ofthe Seal: 
Administration for Dare:November28,2000 

Industry and 
Commerce 

Collected by: Issued by: 

Date: December 18, 2000 Date: 

Note: This form is a necessity to modify company seals with relevant departments. 

I 

j 



This is Exhibit "EEE" mentioned and refetTed to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 20 12. 

A Notary Public 

COLIN BER.t~ARD COmlN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Application for Registration of J.VIodification 

Item Before modification After modification 
Name , Guangzhou Panyu Dacheng \Vood Co., Ltd. 

\dd r ress Zh' ICUn, 0 l' as 11 Town 
ZIP Code 1 511430 

Legal Huang Yanshun 
Representative 

Registered Capital CNY I million. (unit: CNY) 

Paid-in capital CNY 1 million. (unit: CNY) 

Type ofBusiness Company Limited 
Scope of Business ! Processing and sales of artificial veneers and 

wood processed products; research and 
development of wood products; engineering 

consultative services. 
Business Term 1998.6-2018.6 

Shareholders Huang Yanshun Huang Yanshun 
(promoters) Cai Yingxin Luo Guilian 

In accordance with the "Company Law of the People's Republic of China" and "Regulations of the 
People's Republic of China on the Administration of Company Registration", we hereby apply for 
registration of modification and shall be responsible for the authenticity of all information provided for the 
purpose of said registration. 

Signature of legal representative: Huang Yanshun Date: March 20, 2006 
Signature of Authorized Representative or Authorized Proxy: Huang Yanshun Date: March 20, 2006 

Common Seal: Guangzhou Panyu Dacheng Wood Co., Ltd. Date: March 20, 2006 

Note: 1. Please write down items proposed to be modified in the blank below the 

"After modification". 
2. Any information or certificate submitted shall be copied with A4 paper. 

3. Please complete this form with a pen, brush pen or fountain pen in a clear manner. 

Collected by: Luo Guilian 
Date: 2006-04-21 
510522197604206489 
33956325 
Issued by: Xu Minling 
Filed by: 2000027 
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This is Exhibit "FFF" mentioned and refened to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 20 12. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Preliminary examination: Date of acceptance: 2008-6-16 

The company hereby applies for modification of the follovving items: 

Acceptance number: 2620080616044 

Business \lame: Guangzhou Pany11 Dacheng \Vood Co .. Ltd. 
Application for registration of modification 
I B [I d'fi t' tems e ore mo 1 1ca 10n 

Modification of Zhicun, Dashi Town, Panyu District, 
business address Guangzhou 

Modification of 

business term 

ft A er mo 1 1cat10n 

Zhicun, Dashi Town, Panyu 

Guangzhou 
From 1998-07-21 to 2018-07-21 

District, 

B 

I 

I, the undersigned hereby confirm that, the documents provided by the company for modification of business 
address and business term are complete and consistent with the statutory forms. The application is thus 
submitted for higher-level approval. 

Examiner: Xu Liping 
Date: June 16, 2008 

Comments: I, the undersigned hereby approve said modification of business address and business term, and 
the business address of the company shall be adjusted according to administrative division of the city. 

Approver: Chen Minru 
Date: 2008-06-25 
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This is Exhibit "GOG" mentioned and refened to in the Affidavit of 

Stephen Gowan Chandler, swom before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD cmlEN 
Notary Public, Hong Kong SAR 

2303·7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Acceptance number: __ 
Date of acceptance: __ 

Application for Modifications (Filing) of Registration Items of 

Foreign-Funded Enterprises 
To the Administration for Industry & Commerce of Panyu District, Guangzhou: 

--B 4 6 8 

In accordance with the "Regulations of the People's Republic of China on the Administration of 
Company Registration" and "Administrative Regulations of the People's Republic of China Governing the 
Registration of Legal Corporations", we hereby apply for modification (filing) of such registered items as 
business type, shares, legal representative, directors and supervisors. We also undertake that all documents, 
certificates and related appendixes submitted by us are true, legal and valid, and that the copies are identical 
to the originals. We will bear all legal responsibilities for any consequence resulted from submitting any false 
documents and certificates. 

Business Name: Guangzhou Panyu Dacheng Wood Co., Ltd. 
Business License: 4401262000027 
Signature of person in charge: ___ _ 

Date: November 4, 2008 

Website: www.gzaic.gov.cn 

Printed by State Administration for Industry & Commerce 
HTTP://WZJ .SAIC.GOY.CN 



I\ . 
"'j) 

This is Exhibit "HHH" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, swom before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COI-IEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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L__ 

Formers directors, supervisors, managers and 
committee members 

Name Position 
Huang Yanshun Executive director. 

' 
manager 

Gao Xueling Supervisor I 

Directors, supervisors, managers and 
committee members proposed to be 

registered 

Name Position 

Huang Zhigang Chainnan of the board. 
manager 

~ 

Wang Huisheng Supervisor 

Liao Chunhe Director 

Cheng Lin Director 

List of Directors, Supervisors, Managers/Committee Members 
Name Position Chainnan Form of Appointed CD Number 61210II960o127o4tl I 

of the Appointment 
Board Type ID card 

Manager 

Huang Country/Region China Address Suite 106, Bldg 4, Guangda Village, Nanshan 
Zhigang District, Shenzhen 

Name I Position Director Form of Appointed ID Number 43302219660!13419 

I Appointment 
I Type ID card 
i 

Liao Country/Region I China Address Liao's Family Group, Zhaojiayu Village, 
Chunhe i Huochang, Yuanling County, Hunan 
Name Position Director Form of Appointed ID Number PI66326 (4) 

Appointment 
I Type HKID 

I I I 
I 

Cheng Country/Region HK, China Address 17/F, The City Culture, Ko Shan Road, Hung 
Lin Hom, Kowloon, Hong Kong 

Name Position Supervisor Form of Appointed JD Number 440224195811051212 
Appointment 

Type ID Card 

! 

Wang Country/Region China Address Harbor City, Suite 3-158, 2189 Qianjin Road, I 

I 
Huisheng Nanshan District, Shenzhen I 
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This is Exhibit "III" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303·7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 

472 



473 

.... -
I- ' . 
• • • r .. .-. 
~ .. ~ ·.:. . \ . . ------- .... _________ .... ···----

.t: ',! ... 
, ... ~ • ·,~, , I •; 

-,-_, :.• ,, :) .: ·;',;· I;! 
... ~ ..... _ 

~-· ··-- ---- ----------- --

. ,. ·"r .•.. h:. :- ·'' :;r j';.- •. _ 
- .. ·'-· r'• ,tJ ':' 

.. i 
; ··r 

____ ....... _, __ ...... ____ ........ ----·· ... -·---'t-
t ,. 

1\.1 

i 
-----~-----.... --.. ---~---... ~----·"'-·----·- .... ·-·-...---.--·-···---...........-.-.. ----~--·-~-·-~---

:gf,,' ••. : ; ~=t\'?,;J<';z 1
1 

,·1•.:/;';l:i-.::.l.:'~(·~J·) ..---
1 

.. 4...-.-··\ ., .... ,t.t,_.-,. . . _. __ ,__.....,_ ____ ... _.__.........__--,...~ .... -~----- -t------~~---, .... -
Hn\1 t ): t. r \! r T~~i-~ ! t·:JG . ~ nc. 

I IN j]'J:.~ &.: 
·+·--~. 

~ (;~ :~li ~\t-. ::r~ .:r:. f:! 
-----~---_ .... ..__ ____ ~~------------·~-_......_- ---



Notice of Approval of lVIodification Registration 
To Guangzhou Panyu Dacheng Wood Co., Ltd.: 
Your application for becoming a foreign-funded enterprise has been approved and registered by Panyu Office. 
Guangzhou J\'lunicipal Administration of lndustry and Commerce. 
Registration ofmodification: 

Items Before modification After modification 
Vlodification of Huang Yanshun I Huang Zhigang 

I 

legal 
representative 

Change of Research, development, processing and sales o f Research, development, manufacture and sales 
business scope artificial veneers, wood and wood products; of the company's artificial veneers; wood 

engineering consultative services. [The processing and engineering consultative 
Company shall not engage in any business services. [The Company shall not engage in any 
activity prohibited by laws and administrative business activity prohibited by laws and 
regulations. Where an administrative license is administrative regulations. Where an 
required for a business activity, the Company administrative license is required for a business 
shall not engage in said business activity before activity, the Company shall not engage in said 
acquiring such administrative license.] business 

.. 
act1v1ty before acquiring such 

.::hange of type Company Limited A solely foreign-funded enterprise 
of business 
Change of HOMIX LIMITED 

shareholders 
Change of Executive director, manager: Huang Yanshun; Chairman of the board, manager: Huang 
directors Supervisor: Gao Xueling Zhigang 

Directors: Cheng Lin, Liao Chunhe; Supervisor: 
Wang Huisheng 

Change of 4401262000027 QDYSZZ No. 304265 
registration 

number 
Change of Huang Yanshun; Luo Guilian 

shareholders 
Before change of shareholders 

Name Amount of Contribution Percentage Country/Region 
(unit: CNY) (%) 

Huang Yanshun 100,000. 10 China 
Luo Guilian 900,000. 90 China 

After change of shareholders 
Name 

HOM IX 
LIMITED 

Amount of Contribution Percentage Country/Region 
(unit: CNY) (%) 

1,000,000. I 100 British Virgin Islands ! 

Panyu Office, Guangzhou Municipal Administration of Industry and Commerce 
Date: November II, 2008 

I 
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This is Exhibit "JJJ" mentioned and refened to in the Affidavit of 

Stephen Gowan Chandler, swom before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 20 12. 

A Notary Public 

COLIN BERNARD CO!-IEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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B 
Notice of Approval of Modification Registration 

To Guangzhou Panyu Dacheng \Vood Co .. Ltd.: 

Your application for registration of directors. supervisors. managers and members of joint management 
committee has been approved and registered b; the Bureau. 

Registration of moditication: 
Items 
Directors, supervisors, 
managers and members of 
joint management 
committee 
Business License 

Before modification After modification 
Cheng Lin, Huang Zhigang, Liao Chen Binghua, Huang Zhigang, 
Chunhe, Wang Huisheng Liao Chunhe, Qian Kaipeng 

QDYSZZ No. 304265 440126400000999 

Panyu Office, Guangzhou Municipal Administration of Industry and Commerce 
Date: July 30, 2009 
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This is Exhibit "KKK" mentioned and refe1Ted to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 291
h day 

of February 2012. 

A Notary Public 

COLIN BERNARD COI-!EN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wancbai, Hong Kong 
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Chen Binghua 

Date: 20 I 0-05-1 ! 

Acceptance number: __ 
Date of acceptance: __ _ 

Appiicatjon for Modifications (filing) of Registration Items of 
Foreign-Funded Enterprises 

To the Administration for Industry & Commerce of Panyu District, Guangzhou: 

·u ]l.J 

In accordance with the "Regulations of the People's Republic of China on the Administration of 
Company Registration" and "Administrative Regulations of the People's Republic of China Governing the 
Registration of Legal Corporations", we hereby apply for modification (filing) of such registered items as 
directors, supervisors, change of Articles of Association, authorized representative and shareholder (founder) 
HOMIX LIMITED, legal representative, etc. We also undertake that all documents, certificates and related 
appendixes submitted by us are true, legal and valid, and that the copies are identical to the originals. We will 
bear all legal responsibilities for any consequence resulted from submitting any false documents and 
certificates. 

Business Name: Guangzhou Panyu Dacheng Wood Co., Ltd. 
Business License: 440 126400000999 
Signature of legal representative: __ _ 

Date: Thursday, April 29, 20 IO 

Printed by State Administration for Industry & Commerce 
HTTP://WZJ.SAIC.GOV.CN 
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This is Exhibit "LLL" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Formers directors, supervisors, managers 
and committ~e members 

r..:ame 

Huang Zhigang 

Liao Chunhe, Chen 
Binghua 

Qian Kaipeng 
I 

Position 

Chairman of 
the Board 

Director 

I Supervisor 

Directors, supervisors, managers and 
committee members proposed to be 

registered 
:\a me 

Chan Tak Yuen 

Chen Hua, Zhao 
Wei mao 

Wu Yongzheng 

Position 

Chairman of 
the Board 

i Director 

I 
I Supervisor 

List of Directors, Supervisors, Managers and Members of the Joint 

Management Committee 
Name Position Chairman of Form of Appointed ID Number 711517953293 

the Board Appointment Type ID Card 

Chan Country/Region HK Address 

Tak 
Yuen 

Name Position Director Form of Appointed ID Number 320503196107311027 
Appointment 

Type ID card 

Chen Country/Region China Address Suite 304, Bldg67, Shishan New Garden, Huqiu District, 

Hua Suzhou, Jiangsu 

Name Position Director Form of Appointed ID Number 110108195711182213 
Appointment Type ID Card 

Zhao Country/Region China Address Suite D 1003, J inyun Tower, Jinlong Garden, Nanshan 
Wei mao District, Shenzhen, China 

Name Position Supervisor Form of Appointed ID Number 440224195811051212 

Appointment Type ID Card 

Wu Country/Region China Address Suite 301, 28 Ziyuan Street, Baiyun District, Ouangzhou I 

Yongzheng 

Name Position Form of ID Number j 
Appointment Type I 

I 

l 
I 



This is Exhibit "MMM" mentioned and refened to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303· 7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 

484 



.:,-.• ·: .', ,
1

:;__ ·! / • -~;.!..: 'l;.c: ,_: · i-!- I·· ! 11 ;" 1 __ ,>.. , - ~ ;_; !. :. ·,·~-·.==: ; ___ .. r.r::r.~ 4-.,.r- . . - . . --
.. :,t...· ut-"-----=-'--'-'·:..:·c.·.;::....::.-c.;..._.JL~. t' .. J .. ~ ~ 1 : .. • , 

~-.... 1' ~···-. ........ - •.•• , . ;: .. ~ .... ·r-· 
. t .... /~ ;) .. l "i .. Y- ~ ·--1 

'\ ..... 1 ,....., 

.:x:/1/!.) 
ll .. 
.i ;:. 

\ ., 
\ 
'\ 

'-·. r : .. :.: . . ,.... ' ...... 
..... ~.-· .. :;;. -._,'} f : 

, •• .,..l- . ;.,.._.., 

485 



Jj i . 

Guangzhou Panyu Dacheng Wood Co., Ltd. 
Lette1· of Dismissal arnd Appointment 

We hereby decide to remove Huang Zhigang from the post of chaim1an of the board and legal 

representative of the company and appoint Chan Tak Yuen as the new chairman of the board and legal 

representative for a period of three years. 

We hereby decides to remove Liao Chunhe and Chen Binghua from the post of directors, and appoint 

Chen Hua and Zhao Weimao as new directors of the company for a period of three years. 

This is to confirm that the new directors of the company are: Chan Tak Yuen (Chairman of the Board), 

Chen Hua (director), and Zhao Weimao (director). 

This is to certify that, the new directors above are free from any circumstances under which a person 

may not hold the position of director in accordance with the "Company Law of the People's Republic of 

China". 

Investment Company: I-IOMIX LIMITED [seal] 
Authorized Representative: Chan Tak Yuen 

[signature] Date: Apri129, 20 I 0 



This is Exhibit "NNN" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD CO~IEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Notice of Approval of l.VIodification Registration 
To Guangzhou Panyu Dacheng Wood Co .. Ltd.: 

Your application for modification of legal representative, directors, supervisors, managers, members ofjoint 
management commiuee and . .:\rticles of Association has been approved and registered by the Bureau. 

Registration of moditication: 
Items 

Modification of legal 
representative 

Directors, supervisors, 
managers and members of 

joint management 
committee 

Before modification After modification 

Huang Zhigang Chan Tak Yuen 

Chen Binghua, Huang Zhigang, Liao Chan Tak Yuen, Chen Hua, 

Chunhe, Qian Kaipeng Wu 
Yongzheng, Zhao Weimao 

Panyu Office, Guangzhou Municipal Administration of Industry and Commerce 
Date: May 24,2010 
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This is Exhibit "000" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303·7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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Examination and Approval of Application for Registration of 1\!Iodification 
Date of acceptance: September 25. 20 I 0 

It is found that, the company applies for registration of the following changes. 
Acceptance number: 2620 I 009250045 

Business :\arne: Guangzhou Pan:u Dacheng Wood Co .. Ltd. 

Registration of modification 
Items Before modification 

Directors, supervisors, Chan Tak Yuen, Chen Hua, Wu 
managers and members of Yongzheng, Zhao Weimao 

joint management 
committee 

Comments of review Modification approved 

After modification 
Chan Tak Yuen, Chen Hua, 

Liao Chunhe, Wu Yongzheng, 
Zhao Weimao 

Approved by: Xiao Meigao [signature] 
Date: September 29, 2010 
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This is Exhibit "PPP" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Waochai, Hong Kong 
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H CA 5439/1998 

[)J THE HIGH COURT OF t\CCC'.,JNTS OFFICE HIGH C%!\i 

THE HONG KONG SPECIAL ADMINISTRATIVE REGION 

.00 COURT OF FIRST INSTANCE< D TB FC2 1G45.fftJ 
CHEQUE 1045 .. 00 
-WR '981!00!lro~l4 11l47R 

HC:A DAO SHIPPING (FAR EAST) LI.MITED lst Plaintiff 

BM SHIPPING GROUP SRL. 2nd Plaintiff 

and 

SINO-WOOD PARTNERS LHvtlTED Defendant 

To the Defendant, SINO-WOOD PARTNERS LIMITED whose registered office is 
situated at Room 1409 Great Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong. 

THIS WRIT OF SUMMONS has been issued against you by the above-named 
Plaintiff in respect of the claim set out on the back. 

Within 14 days after the service of the Writ on you, counting the day of service, 
you must either satisfy the claim or return to the Registry of the High Court the 
accompanying ACKNOWLEDGI\'IENT OF SERVICE stating therein whether you 
intend to contest these proceedings. 

If you fail to satisfy the claim or to return the Acknowledgment within the time 
stated, or if you return the Acknowledgment without stating therein an intention to 
contest the proceedings, the Plaintiff may proceed with the action and judgment may be 
entered against you forthwith without further notice. 

IMPORTANT 

Directions for Acknowledgment of Service are given with the accompanying 
form. 
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hibit "QQQ'' mentioned and referred to in the Aftidavit of 
Chandler, swom before me in the Hong Kong Special 

ve Region of the People's Republic of China this 291
h day 

2012. 

A Nota1·y Public 

ooUN BmtNAIID COllEN 
NotarY Public. H0118 KooB SAil 

2303·1 ~ Cetl1lO 
43-59 ~ w Ea.K 
~. tllmi "Koq 
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I fj~~ Filed I 
/g;R] ~·&•••flJ!~-~· 

Notlflcation of Change of Particulars of 
Secretary and Director 

(tit>IOIO 8) 

tfi:No107) 

1}WJI£111.18 
CompanieS Registry 

Jtlf•!ll lmROr1pn! Notes 

• allmJII.IIII UUttl~) • 
1111J51!l.*1!llill· 

('i}!rJM1fl 158{4)fi'} 
(Companies Ordinances. t5S(4)) 

• f'Jeue read tho aocompanylllg notes before completing thle lonn. 
Plaue print 1n black lnx. 

1 ~ !'J 45 M Ci)mpany Name 

$H~ 028· Form 

~ J1IJ • M Company Number 

1 · 435844 1 

~--------------SO-N--fC_J_l_TA __ E_N_G_IN_E_•E_R_IN_G __ L_IM--IT_E_D _______________ j 
2 II A ftH If / Jf lJ. Jl *f ]I! i\lr Change of Particulars of Individual Secretary /D:lrector 

(Jfl~.lUJJfll-*I!IAIP.II/If.tf ·liff!JiifFf II fllfil US!.t COiltllluatlon Silset A II mOili than t irnJividwl S41CreJ11fY/drsctof Is mllo.Yed) 

A. J!i!UUf l)gti A :fi+S If/ fiUJ 
tdentily of the Individual Seoretary/Director whose Particulars hove Changed 

·--·~k~~H~~~M~WRRR 
PMIISfl liB#! U!! rff!vant /MJ1ltwl~GI pummtty reqhitsrfd with the Compmlu Roqlffry 

Mt£1flll¥MI'*IIKI .; lit PI$!Ue tlclc tlw rfN.Iwant bm(~JS} 

.{& 0 •• 
Capacity Sectetary 

D 1\UUUS 
Alte-rnate Director 

ft tt All&rna!e to 0•• 
Director N/A 

'P3tit.fS 
Name In Chinese ~~ J ,____ _____ _ 

~ 
~SCtt:& 
Namu In E~l:&h HUANG Ran 

G049571Sl NIA 

1t Nl It (&II It. HK ldtlntlfy CArd NLIY!bllt jl/il ·M-••• • Overseas Ptt&spor1 Numbtr 

it; ~ Name: PMoc«m Sccreturial Scrvi"s Ull'lfttd 

M J.il: Addresa;: Room 1703, Kai T~ C.om.metcial lluUdl.n:g. 
3 17·3 19 Pes Voeull: Rond C .. Hong Kona 

fU& iel: 28SI 1!23 •• Fax: 2S31 1&16 

t IJ f$;!: E·mall Address: 

II It Ref~rence: 

III1JJIQ,. llli004 1:10041t> ~ 111 
Sptcllll>lllon ~. 11l!004 t"eb. 21»41 

1• ~ « Jl *• For Otflclal Use 

028 
1410712006 
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~ ~ CM Company Number 

435844 ] 

2 11Afl./1i.UJW~J!at UIJ:JO 
Change of Particulars of Individual Secretary/Director (col!'lr<l) 

is, J!Qtl'fl DetalfsotChange(s) 

II.SIII•1rl!ltd2MGI Pffaf cqmp/!1! lfml•l wtrb ghlfagg{•l ontv ~- B M l!fftctlve Date 

(ol [*•" - ......... . 
II [ I 

aoo 1J MM f¥-WYY 

(b) rjtlf!41_ ...... ... 
II I J 

-~ sumamo aoo II MM fttYYVV 

: II I I 
aoo RMM Jf.VVYY 

ctt Nolo to) (d) iUI: Residential Addrtaa 

(tt NQ"' 11) 

Room 501, Unit 4. Block 4, 23 Cha Dao Kou People's 
West Road, Xi Hu District. Nanchang, Jia.ngxi Republic of 

...._~ __ o~_·_~_e_._c_ni_na--------------------~~·~---~-~-~~a---J .... l=~2~6~··~~~o"6~~~2~00~6~j 
... -BOD JtMM 1/f.YYYY 

I I 
~----------------------------------------~~=a=oo~· ~,~MM~·.~vv~v~v 

(f) •UIIA-f&IIUUI 
tfol!lg Kong ld~mtlty card Number 

06 12006 t 
RMM f¥-VVYY 
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111~:$-
Nama In Chlmt~~~a 

(It NOte 12) ~)t:$$ 
Name lfl !ngllsh 

(U:Noto8) B. J!itl¥11 Deta!lsofChan98(s) 

~ ll.lli M Company Number 

4358~4 

/l.fl. ... II1U!jftj!UIIfl Pfii:IJH wmol9t9 il@mf$! with ch!ffl!le(~;J 6n/Y 

(o} l<!>:lt!lilli:ltf.!lt Nomeln....,..,..Eogl"" 

(tl: Note 13) 
(d) fl!ll< ........ 

Thlo..,..oadonl.....,,~~on-o}Aond 

liWSigned: ~~ 

~AS Name ; HUANO. Ran 8 J1JJ Date 
lf1' Olrector/fi&W ~"'PJ• 

•liffi:t:lliiiPII DQre whictlsm df.Hffl nor apply 

IIMII!I'I moG4 ~ lj!. ~ m 
Splleil~ HI). i/2004 (l'tb. KI04) 

lrr o 

{Nil) conlinuallon Stulet(s) B. 

26/06/2006 
13 DO I JiJ MM I lf. YYYY 

'3580 
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(llJI A Continuation Sheet A) 

~ DJ •• Company Number ! 435844 

IIMII11!21'1Pd!J1 .r Jt Plsarotiek rho ~Blli boxlftJ 

R'& 0 •• 0 •• 0 •••• 
eap.clty SeQretary Director Altemate Dlrec!Of 

'IJ}ti!l& 
Name In Cblnoso 

~}ti!l& 
Name In english 

.f&ltiJI 
ldenttfleatlon 

ltt No~& 8) B. Jl! at.,. Details of Change(s) 

ZHAN 

Gll565227 

tlRIIUitfUd!J!Ifll ettm campiMalt!mfsl with ch4ngf{•l on1v 

(a) lfi ~ ~ :g Name hi Clllnase 

(b) ~X tt if5 Name In E'!fllsh 

I ~~ suuwno 

N/A 

::: I 

XiaoKun 

N/A 

~ • 8 JQI Effective Date 

aoo . i 
1!W .'NYY 

II l I aoo 1J MM ff;.'NVY 

fttNote 9) (o) p.,li!J!:!.-4§:.!:!·· .~A~Il:;;:;;as:;..._ __________________ __, 

:L 
<t£ NoCo 101 (d) ('£ ¥: Residential Addreea 

No- 88 Pu Ning Nong. Jia Ding Town. Jia Ding 
District, Shanghai. China 

(f) ttl~• ft IUUI 
Hong Kong Identity Card Numi:Kir 

People's 
Republic of 

Chinn 
• • COilt'llly 

(g) lfl H-•11 OVerseas Panport 

People's Republic of China 011565227 
• tt • ftMIO CountJy 

taillllltt 11l!004t2!'04*:z m 
Sl:*il~ NIO. tr.!Qil4(Fell. 2004) 

I 
II 

I 

' aoo }! t.1U ff;.YVVY 

26 06 12006! 
aoo 1J MM J!f.VVYY 

I I 
BOO 1! MM JJ!.YYVV 

[ l 
BOO 1! MM tf.'IYYY 

26 1 o6 l2oo6l 
8 DO 1J MM lf.VYYV 



ml~·-~ 
Iff~ Filed I 

Annual Return 
(~ftlti91Jlfl 107(1)Jl) 

{Companies Ordinance 1. ~07(1)) 
~t& 
Form AR1 

•• HUUII~) • 

•*""'. 1} 1U •• CMpanv Number 
mad tho accompenylng no1es bllf01e completing this tonn. 

· print rn blaclc lnlc. 1 435844 1 

I SONIC JIT A ENGINEERING LIMITED 

2 Q M ~"' Business Name 

[ : ~. 
3 ~ WJJ.IJJ Type of Company 

Ml!WM~MW/Jfl ""If P~Bas•UCk Uilil r.t•VMt oo.w 

B ~ • * j)IJ"' Jdl "' 
Private Company having a $hare capllal 

NIA 

4 *fflltjtEIIJ Date of this Return 

*•··~-~~MMS~B··~~-~ The Information in this Retum Is made up to 

rm•••~sMA~•·*••••*•••~~•~•••~••e•$ 
•N·mMXMem•mn•~RRN6MM~m•**-BM·~~-~~ 
;t;lltlllf,..I9BIIIf.!l• 
f'tN' 11 priNill ~Y hiving•.,.,. c.,UM. the lttlormellcm irllhl!l Return ettould 
bll m,. up Jo me MMvtrNI')' ot 1111 dllkl ot lilr:OII>«IllfM. FtN' oilier f1tm?PII111a, 
th• lntonrgUOn MJOVICI u flt#do up to thlt daut o1 ihit annuli/ p.tntrlll me.tmg 
(AQMJ tN' the dille DIWtllttn tftduiJM pl!lftd In ~of AGM.) 

ttt Not$ 9) 5 It fiiJ M JJHII&M: Addtess of Registered Office 

07 2006 

BOO JJ MU fiiyyyy 

Room 1708, Kai Tak Commercial Building, 317-319 Des Voeux Road C., Hong Kong 

f.ttNoteltl) 6 111Jilkill: E-mail Address 

At~ Name: ~an S«t$rinl Scrvlc" Limiltd 

.jftt it Address: Ro001 1708, Km Tilt Corrunerdi11 BllildillJ!. 
317·319 Des Voellll RoOIIIC., Hong Kon,a 

tllfi Tal: 28SI 1813 

Clll.l!l ~ E·mall Addfeu: 

i1 a Fax: 28St 1826 

liM Relerence: IC1248li'OS 

ftlllll.Q• 211100t tom'*"" • t m 
Spedllcllloo No. aliiiOCI4!~41'd). ~} 

lit 1lltA S * ll For Official Use 

AR1L 
S\10712008 

[00 



'!} 1.J • • Company Number 

1 435844 1 

j:jl}t #Pie Mortgages and Charges 

••••••a•·m••••<•~•~)Maoa•s2••~wei.J~~••••m~•• 
lt "I! f.U~ fl'll"ll 

... Total Amount outstanding as of th(t Oats of this Aeturn on all mortgages and charges whiCh are required 
to be reg~tt.wd with lhe Regl6trat of Companies pui'Juant to sections 80 and 82 ol the Companies 
o~ance 

I (Nil) 

• Jli $-i} iij at; J& jl It m Number of Member(s) of a Company Not Having a Share Capital 
(l!ltJfi:lffliiJ(IJ61#111fLtiJI ~haW!ge ,.,. capltrlnHdnot~te thiudm} 

*M*IIrii*Blii!JCJA!tJlltB 
Number of member(s) as atlho Data of this Rotum 

Jlt ;$: Share Capital 
(./111*19i.HiJI4dlll'l9 JYII 10 1Jf Coopsny not haWtg il $1'!/W CBpltal fTiJ'5d not~~· 861)1/on$ 9 & 1{1) 

M!! *1ft a t1 B JIJJ As altho Date of this Return 

JlUlllS' 
Class of 

Ordinary 

•• 
Total 

tiU~It$ 
Authorized 

Share Capital 

•w• 
Total 

Nominal Value t 

HKDIO.OOO.OO 

HKD 10,000,00 

Bltff 
at&aur 
Number of 

Sharesrsswd 

(a) 

10,000 

10,000 

t lll!lP.Iit,IUII<Jk(fUtf : -~ • -~) 
Pleue specify the currency ($.g. HKD, USD) 

Btlfi.lt* 
Issued Share Capital 

feii:B 
ltffiJH& Bltfi.IR{t)t$ 
a!JlMtt .Wilfff[ 

Total Nominal 
of ES()h Share Value of Shales 

1$$ued t issuedt 
{b) (a) x (b) 

HKDI.OO HKDlO,OOO.OO 

HKD 10,000.00 

Bltffltfftf.l 
BltJIUUitil 
Pf'tJMIItU 

Total Paid up Value 
of Shares lssuod t 

HI(.DIO,OOO.OO 

HKDIO,OOO.OO 

r,~, 

"~·/ 'l,! 



* ilJ • It Company Number 

1 435844 ! 

I 

: 

11.1 MJ lit. Jl ff:flt Details of Member(s) of a Company Having a Share Capital 
~M,-f/t'FJI!Jf/IP/ • /IJIJIIJ( A-~~ IJu CMhlllllllioiJ SI'IIIN A lf ~hem~~~ apac.) 

: Ordinary 

~·~$••$~-&•••••a•••<~••~•••••·~e•~•n•~•a•~ 
re~••·••D•~•-•••:a&••A~~~/~••~·••J-••~· 
11 tiler$ hew. been any tf'llftlfera of thil company'• sha.tH since the date ol 1he la&t Annual Relum (Ol since 
~o.rpotatlon ft 111~ ia th& fust AMIUII Aatum), ptaM0 also pi'OIIIdo deta!B ol the ttanaf$1$; lhil name of lhe tramteree 
should be stated In lt!G 'Remarks' colum". 

It& Shares 

AU!i/4511 1$81: mlfttura ... tnt 
Name Address Current Transferred Remarks 

Holding 
tH1 a• Number 0$11) 

-~ No. 8:8 Fu Ning Nons. Jia Dlng Town, Jin s.ooo 
ZHAN, Xi11o Kun Ding Pl$ttil;t, Shanghai, China 

jli~ Room SOl, Unit 4, Block 4, 23 Cho Dao 5,000 

HUANO.IW Kou West Rond, Xi Hu Di$trict, 
Nanch.ans, Jianpl Provi!fl(:e, China 

•• Total 10,000 

llfiJJ~tt .m:o<l4 CMll (:!004 • 21!) 
Spotdblion No. M0041~(Feb. ~) 

I 

I 

rn2 •'; u 
'-' . 



Itt NO!f 16} 

(tt Note 17) 

Itt Note 15) 

-:& ~ •• Company Number 

[ 435~ ! 
IndiVIdual Secretary 

twiii~'116,A fall • IIIJll/1/(8 JAM Us• ~ ShHI 8 if~ IMtt t lrrd'/vidrJal tiiCltUV'f) 

$ 

In~~~---------------------------------------------~ 

,:~Aif~~~ngtleh ...,I_" ----.~-:-~~---'------~=-=-=:-:-:-::=~------' 
~lt Sumam• 4?! OlhlN N~MM 

·~e:.lll: 
Hon9Kon9 
Rosldcmtlal 
Addreu 

llliUUt 
e-mail Address 

It fi IRIPJ fdentmcallon 
a lUUt &IUIHI 

Hong Kong ldentlry Card Nl.lmber '--------------------------' 

b •n-•• 
OYeneaa Pat!SPOI1 

9. H;).. lll8 lltF Cwpor•te S.Cretary 

• • • • ls&ufniJ COitl\lty 

~~.A.IIIIIM~ • MIII/II( 81/11(1 U$' (:'qnfWratiofl SINHt B if~ than r ~to ffi)ll;ltaty) 

!fl3t4S• I 
Hametn Chinos• ._," ---------~-f!_~_tF_lli_._f!r_llll_"~-~i!{j-" ----------' 

•:!ltfi• I Namoln Engflah ._, _______ P_an_oc_ea_n _s_ec_re_t_an_· a_I_S_e_rv_i_ce_s_L_i_m_it_ed ______ ..... 

Room 1708. Kai Tak Commercial Building, 311·319 Des Voeux Road C., 
Hong Kong 

It. flU!; ' { fltJil) I 
~m~l~r•a .... --~----------~---v--~ __ ~------------------~ 

~~WJII\t 21'2004 c•m (21104 • 2 n • 
$p!!Cift:allcn No. t/2004 tA!Ivlliollt tf'«J. l!()()l) 

227964 

O€t0 

] 

503 



(It Note20) 

AR1 
~ iiJ U!! Company Number 

1 435844 

12 fit$ Director 

A. GIAJlGS Individual Director 
(/1116i!U11St1V..Iifl/1• RI!IMJl c IJ/ffl Use Ccnl1.rwBliOn ShBII c if lfl(liO thin 2 ~~ dltectom) 

l .i& 
capacity 

0 tll111ll" ~·~· AUemate to 

........ "'-' . NJA 

41 ,:t 1t 45 I 
Nam.lnChlne•e ~,_ ____________ fi_~_. ___________ __! 

110 1U 1tt8 I 
Ptevlou& Names '---------~-----(N_il_} ___________ __.1 

(Nit) 

f£.111: 
Resldenllal 
Address Room 501, Unit 4, Block 4, 23 Cha Dao Kou 

West Road, Xi Hu District, Nanchang, Jiangxi 
Province, China 

ttlfUkJJI: 
E·mall Address 

It f& 111}11 tdenllliealion 
a fftl It f&lltUI 

Hoog K011g Identity Card Nt.Jmber 

b IHI-Iilll 
Ovetsttl$ Pa&&pott 

{Nil) 

N/A 

People's Republic of China I 

People's Republic of 
China 

1.."'_ 

004957151 

Uf!l Number 

tUi.JC P,ge$ 

504 



~fl.! II It Company Number 

[ 435844 ] 

0 lA Ill 'If$ tt If Alternate 10 

Altemate Olractor N/ A 

cp~lt~ f 
Name In China" L---~--------~~-~-'*----~--------l 

JUttf:fi I 
Namo ln English L----n-=Z...,HA,....._N----L-----.....,....,.X_ia_o__,K_un _______ _. 

il ,8; Sumaroo :8 • Othet Narnatt 

(Nll) IIG'IUAl.:& I 
Provloua Namea 

L----------------------------------------------J 

[ (Nil) 

fUf: 
Roslc:fantlal 
Addrtis No. 88 Fu Ning Nong, Jia Ding Town, Jia Ding 

Djstricl, Shanghai, China 

It f& III!Jf lc:tenllflc.atfon 
a 'IPitUtf&attll 

Hong Kong k!tmtltyC.,-d Nllll\b$t' 

b lfM-.111 
Ovw•oa& Pauport 

(Nil) 

NIA 

People's Republic of 
China 



{It Noto~\) 

ttt Noto 19) 

(tt Nota 21) 

~ 1'0 • !M Compeny Number 
(JU!IIIllfHHJt!fQifJiV..fillil) 

D • .,. •• 
Al~&mate Olrac1or 

(OJ'IIy apflficath k> boa)> CQIPOfllll ~U1red 111 Hong Kotl9) 

2 J#fe 
Capacity D•• Director 

tP ;,tAHII 
Name In ChlnNe 

:a JO • M Company Number 
(FiiJ/IJJMfnlt/IIJitJ~.APJ 

0 tu••• 
Alternate Director 

(Only ~IO.bolty~et~ln Hotlfl KOfi(J} 

mlJiiQ!It m<XI4 (tJm tZl0411!Z m 
~No. 21'2tl04(~1lFtb :lllOC) 

1l> QJ • tt Company Numbet' 

1 435844 J 

llH:JI PIOf7 



{f£N~201 

(I£ NQ~o 2t) 

f} 11! liM Company Number 

[ 43584< i 
1111 Director Ul...tlt oont'dl 

c. «1 *£Iff 1$ Reserve Director 
tR. m It Jl\ *-~. lit 1lfl' ••• ,., IJf tr. ··-11. ~ & ).. ~ 'i.l only applicable to a plivale 
company wHtl onlr one member who It also tho ~o director of the company) 

*~At~ I 
Harne In Engllab L...--...,.,..-,.-,,...-----L..------..,._-......... -------1 

tl ;It Surname ;6 • 00tor Natnot 

UIIJAt:& 
Prevloua Names 

t£14: 
Rni<Mntlal 
Addffl8 

tUUkfd: 
E~all Addrua 

It it) • !pJ Identification 
II ....... . 

Hoi'1g Kong ldon411yCartl Number 

1 
• ttllll lttulno COuntiy Bill Numb« 

507 



1.} ftJ II M Company Number 

t 435844 i 
tt-'7fli!J!f11)!]11tltl':(tllltt#tt1f.ttM 5 'Jtf.Jitti!tUISII~) 
vmare the roiiiO'!'iing r~rs ot tho c:c>I'I'IJ)<'II'IY ara kept (II not kepi at 100 RoglSlered Otfieoln Seclion 5) 

Fteglstet Jttj ti:: Address 
~~~~·Mom... ~~---N-/_A ____________________________________ ~ 

b 
NIA 

•••»w A.ttrall& I 
=or Debenture 
Holdero {Httly) '-· --------------------~....J 

148·-~~-~m••~·~--~*BM 
Period COvered by Accounts Submitted with Chis Form 
tf/.A1..'11)1/f11Jlf11Jt91 A pnvatiJ ~ nt1td not comp/IH(I II* UCiron} 

aoo JfMM 

15 IIIJJ IF Certlflcate 

llt1J1JifJIJRi11111'!'1/.A:C-liJ •1/Wi!lfll • MJII;fltJ/1•) 

M 
To 

aoo 

~$ ~t11sheukl ~~~in IUpr;cl qf t1 ptfv$s oomplffly. /11101 ~ ,._, cJtr.t-.) 

*A•~•~e~-~•••••aMa*(tlll•••••••~·we~~~~•a*)·-• 
•~ew~~·••~•A±aM~qre~&•~•••;~~tlll~••mft*•••aMa@ 
li+ • Jt!J.BflfHi!a!J$Ul • ~l\elJI (~'iJJtllfl) IS 29(1)(b)tll=f'j(lftlllJ..Mli+451lF'9111JA.± • 
I certify lna.t the company has not. lint(J thG dato of !hit last Annual Roliim {or 111nce lncorporalloo u thl$ Is lhe lil$t 
Annual Relum), lenlueel any 111\lftotlon to the public to sub$oribe for any $haros or dvbenlut&S itl 11\a company and ihat 
il !he number of members ill In &XCMS of 50 Gil at thll Oalo ollhie ft;)tum, the DXOIJS.S are pet$ OM who under section 
29(1)(b) of tho Companlell Ordinance are not 1o be inctudad In the calcula1i0n o1 50. 

*llltl,HU!f ___ Jl.JI A • ___ llMJt B • ___ II.Jt c & ___ llMJC o • 

Tttls Relum lncWdM iNil) CootlrwaUon Sheel(s) A. \Nil) Continuation Sheet{s) a, {Nil) 
Continuation Sheei(S) C and {NiQ Continuation Sheel(s) o. 

... Sig ... ,, ~. 
til~ Name : --~...,· ,.,.....:HU:.;.:z.:.1

AA.:.;.MN.;.:no:.:..•;;;;; 
0Raa;:.:-n--.,.

K 1J Olrector /a If Se&fel~uy • 
EUJ Oate : 1 Sl 07 /2006 

------~~~~~------

m~J~~tt :!Ja'Xl4 (Inn t2004 • am 
~llQn No. ~ (Finillon) !f'bb. 2001) 

800 I ,Iii MM I fr.VYYV 

1J ;ti.JI( Pago9 

508 



tiStf&II$J!Qtcft1[ftf(ff!f.E/Mff) 
Notification of Change of Secretary and Director 

(Appointment/Cessation) 

I ·f'F~ Filed I 

(11-lllHifl158(4) !2: (4A) t$) 
(Companies Ofdlnanee &. 158(4) & (4A)) :!! D2A 

It jtlll UUUIUD > • 
i!!tl*J!HP 

read lho eocofl'll:lan)llng I'IOIH belot& completing lhiS form. 
print In blaok Ink, 

1} liJ. :& M Company Name 

1} Til • It Company Numbor 

1 435844 · 1 

[ SONIC JITA ENGINEERING LIMITED 

J!atlf:ftff Details of Change 
A. • (f fl W / m• "'Jt f;l Partlcutars of Secretary /DirectO¥ Ceasing to Act 

(lft/i!RIIIill-:1518(///lfJ/l· MIIJNIH A IJII(I l)sg Conli!Witlion ~A if J"/IOI"e trnm 1 $6CM'ary /~IS invtW«<J, 

Mi!11R!KMPIIJU .r tt P/N$tlic* the~ b<»t{M} 

tttst 0 •• B •• D •••• 
capaclty SecNtary Dlrectqr Altemae& OltectOf 

fl1 A fl • / • $1lC} it 4S Name of Individual Secretary/ Onctor 

11J. itfJ ZHAN 

(l£ Nota 8) • i9 111 f!1J 
ldentlfioaUon 

JtOA 

(II NQte 9l mAll II f6 II/ If. QtJ ~ ;t& ~ :!lt :t II 
Chlntso and English Names of Corporate secrelary/Direc:tor 

.fXIU!f 
Reason for CHsaUon 

0 lfa/JUa 
Resignatloo/~h.era 

(tt Nola 101 • a: a lOl 
oatoofCMaatlon 02 02 2007 

a 00 II MM IJ.YYYY 

(ttNoteH) IUUL.tJS.«:'Il$/llM:tl·~·fEEJIJtl · •w••blff1}iUt.l 

····/···(It Please Indicate whether the Director/ Alt(!lrnato Olfectof coa~ng to act wlU 
conllnue to hold office ~• Alternate ~l'e(lter /Director In tho C<>mPilnv after 
the date ot cnsatlon 

tn Note 5) 11 ~}.. 119 Jf f4 Presentor•s Reference 

tt 4S Nam~J: Panocoen $eGtCJiarfal SeMces Limited 

l$ fJl: A(idrtn.: Room 1'108, IW Tak COlllmercia!IMidir:lg, 
317 .JJI) Des VQCUil Road C .• H004 Kont 

tlli Tel: IDI 1821 

18 8 Jt!1 *!; E·mall Addr&$$: 

ftl M Reference; 

ll!lflH tf.\\0(14 (2004 ff. 2 H) 
~~1). I~(Feb. 201M) 

{I Jt fax: 2851 1816 

02A 
0210212007 

XiaoKun 

D A\ Yes 

[3 1fNo 

04358A4 

SGt8 
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Itt Noto 13} 

(tt Nolo 14) 

WNato Ull 

~ fO *Itt Company Number 

435844 i 
]l!i\!CM:iW Details ol Change Ul..l::a (;O(lt'd) 

•• f£ Mill A. tiS If/ Jl$ tMJ • fit PartiCUlars of Individual Secretary /Director Appointed 
(1J811(Ui1111~$11/AMII/Ir.JI·II!fiMJf8 IJII!IJ 
{UIO c~ai'kW! SMt~18 u mMJ tNJn 1 inallrldu.11 s~/~or hf appoimtJtiJ 

/lkE1lR!ti/JI*JJIJ ,I' If Pl$a$t1 tiCk lfll ~ /m(HJ 

capacity Sect&tary Olreclor Alternate Director N/ A 
IH& 0 11• B )($ 0 til M •• lft9 ~:ternate to · 

't'3ttt-1S 
Name In Chinese 

JE3ttt:& 
N.amo In English 

1\HD tt:& 
Pr&Vtous Names 

W:& 
Alias 

f!!~ 
Resldon11at 
Address 

CHEN, 

(Nil) 

(Nil) 

Room60l, No. 28.366 Long. De Yuan Road, Nun 

Xhmg Town. Jiu Ding District, Shanghai, China 

Jun 

China 

•• CQI.Inlry 

111U!UJI: 
E·mall Addre&a (Nil) 

It fD RIJIJ Identification 

Hong Kong Identity Gard Number N/A 

I 
i 

a WJittft•ttil I 
I:J:!¥A~3t~OIJIIS~!tre!if.~-~~,.-.----3l-02-2-2-t9-67-02-0-704~17------il 

b ~!!~P~mport 1..'-""""""•'""a'"'~""':,.,....,.:-/~....,.--Q-::::C-ou.....,nfry,___~.L'---.,., .......... N .... ~ A_um_be_r __ ___.~ 
* ffi B jGIJ Date of Appointment 

02 02 2007 

aoo ~MM 

IUUJJt$/MIItX$t£1lffl:iUHEIJ'f • Afl~WJJ.ltf£4UU!Ili./1UJ 0 J! Yes 
Please Indicate whether tho Olrector /Alternate Director whose appotnlment Is 
roported abovaisamdyanulstmg Allornt'- Olretrtor/Director ln the Company at O ~ No 
the lime o1 the &bon appolntmem 

!MIIG9.t 112004120()4 If. 2 f'l) 
Sp«:illtliliQrl No. 1.ti!IXI4(Ftll. :ilO!l4} 

Ellt0 



(tt Note21) 

{ltNote22) 

-a Jll• M Company Number 

435844 1 

1f / 11f $00 ;t $1 Partlcut,ars of Corporate Secretary /Director Appointed 
~8~ .. M'''/JW~·N.W6XC~~ 

t1llfJl f CCI]J(1IIllS~/~iS~} 

II" It PIHtut fkk i1lo 1'1Hfar1t IKIK(n) 

0 •• 0 • • 0 • ••• Itt. AlletMielo j,· .. 

Secretary Director A!lernate DltGclor 

~--------------------~ 

tUIUIUI: 
E-mail Addreae 

:& li'J II tt Company Numbtt 
(J7.16111i!IE111t!IN/IfllJ#A,)..li/IIJ 
{Onfy spplicable ~ tJcdy <:orpo.rtr~e ra~ lfl HQng Kqng} 

5I ff a M O.t. of .Appointment 

11• Coun 

fj;YVYY 

MtaiJJK$/iiUil••m•fiJ.t-'UHE- • lU'ii}ftJJJ.tfMJtiltiJlll/11$ 0 ~ Ye• 
Plnae lndlcate whether the Dl~tor / Allemat• Ol~r wl1oae appointment it 
reported ebovit Ia •l,_dY •n exlttlng Alternate DII'H10r/Oiractc>r ln the Company at 0 11 No 
tho time of the .move appointment 

*.li~IIHilt .... A • . If.)( B 1l !I.J{ c • 
Title Notil'lcatfon lltt.lktdee (Ni I) Continuation Stteet(e) A. (NH) Continuation Sheot(s) B and 

(Nil) Conllnua.tlon Sl1eet{s)C. 

ffllf Signed 

HUANO.Ran 
• $ OlraetQr AI • G86Miaty • 

•mMHiltfl# D$1$to whkMiflfdo4Js r1o1 Bpply 

am oate: 02 I 02 I 2007 
BDD I f:fMM I lJ.VYYY 

1110 

511 



tf:Hf Ji. ~ ~ tmli $. ti'lltil Jl If 
Consent to Act as 

Director or Alternate Director 
(1}tljft{PI1:fl158(5)t¥) 

(Companl~t.S Ordinances. 158(5}) 03 
~ !J II tt Company Number 

435844 r IU ~lit Company Nom:NJC JITA ENGINEERING LIMITED 

~filfi!J!flflll/11 "' If PliwtH lidll'hl!l ""lltVIIrll ~U} 

0••· Director 

D iUill m. t I it.·.· Alternate to 
Alternate Director _ 

L..----:(;-;;:;11;;;J/t;r;;WJ;;;II;;:-It;;:-B=f!~¥1~19;:-:;'JI~fii.:::::''Jl::-45=st:-:::8:-:llf::-PIBBs6=~$1111:-=-:ANI:-::-rntme~----.of~llte-prlfl--:--:clpBI=.--:::d!IW"'"""':'"t~-,.') ---1 

:4!. ~ s wus L~ -=-=:--'-~:-:--'--==-'1 · ~ • m * A e ~ • + A 11 • with effect from __ 02 02 2007 • and confirm that I have attained the age of 18 years. 
8 00 1J MM If. YYVY 

IQ ~A 81) J1 ft Prenntor's R•terenco 

Itt ~ NBme: Panoceon Seerttarial Services Limited 

Jilt~ Address: Room 1708, i:(;li Tak Commercid Building. 
311-319 Des V~ Road C., Hons Kon& 

ti.IJ Tel: 2&Sl 1823 i$ • Fax: 2851 18l6 

II • j$ it E-mail Address: 

tc It Referen<:e: 

IIIIJIIIQ11l U!OOHOtl)~ If. ;Hl) 
SpolldllcatiOIIHo. znoo. ~!.Fob. 2il04) 

lit~ iJt Jll * ftl For Official Use 

•* ... IWCBlVBD 

0 2 ·02- ZUOJ 



(ttNoi*8) 

~-&11$1$ltii~lH! 
Notification of Resignation of 

Secretary and Director 
C£>1'J3M.157D(2ltJf§ff) 

(Compante$ Ordit'lanoe &.. 1570(2} P!OViso) 

I ff:~ Filed I 

04 
II CUll UUUIHil) • 
e.•*1llfll• :iZ 1iJ lltt Company Number 

read the ~log nQies before complellng thlsc form. 
print In black ink. 1 435844 1 

1} 1!iJ :g Company Name 

SONIC JITA ENGINEERING LlMlTED 

2 • 81& If /II*' 1\tJ Jf f:} Particulars of the Resigning Secretary /Dirtctor 
lilit'ifii!:.MI'/111 .,; Jf PleaN tJclc the~ bo!l(n} 

11'9 0 Gil B 11$ 0 liHIIJliJ 
Capat:lty Secr$taty Dlredot Alternate 0fl$(llot 

,ft ........... 
N/A 

Xiao.l'.un 

:~11) : . Gl 1565227 

}A OR 

~ABB&·/·$~~~~~*~· 
Chhiesa aJtd English Names of Corporatft Soc~/Diroctor 

••am o.- of Rastgnatton 02 
800 

2007 
jJtYYYY 

~3~~••e••/••••••~s••·•w•••~a~~ 
••••/:tiUJa& 
Pion• lndlcala whethor tho Oln~c.tor/Aitomate Director ceasing to act will 
contlnU!.t to hold offtc. as Altemah• Dlractor/Olrectot In tho Company aftor 
tlw date of conation 

0 :JIVes 

EJ lf No 

<U NolO :)) ti 3't A 01J JU.!f Pntsentor's Referenc.o 1m $1 'ill a*. For Official Ute 

~ :£5 Name: Panooean SW'elarial Sorvloea lfmit&d ~*a aJ JlEC!lVBP 

Jl!l :IJI: Add res~ Room 1708• Kai Tak Cclmmetci:tl BlliJdint. 
)11·lt9DHVoeuxlo:adC.,HmtgKong 0 2 .. IJ2• 2007 

IGI'& Tit!: 2851 182l 

t•.ltlHt E-mail Addreu: 

fiiJI Reference; 

il J1t. Fa)(: 23Sl 1m 

ml!!lllltt~ tMJ~ .. 2.m 
~ Nr;~. :212004 (RM~on)(F111J, 2004) 

04 
0210m007 

Z.11.0 

513 



ilf 8UI !Ell Notice of Resignation 

B11AI#M"Iill .r lit Pl$8.$8 lick ihD fOI'elflltliDCIIf 

i} 1'lJ ll M Company Number c- 435844 

0 ~~x~~~~•m~m~*A~-~~nft~••~•~·*Am~•~ 
~•w•••~:*A~e•~~-~-~~wg•••~· 
1 am required by the articles of the above-named Company or bY an agreement 
made with the Company to give notk:e of resignation to the Company and I have 
glven such notice of resignation in accordance with the relevant requirement. 

0 m~~~~~~•••M-*A"~~~nn~••®~~·*A~~~~ 
~•w••~•·*A••m~•Mmaww•~·•e•••~~M•• 
-~-~~~~~ttM~$··~MMm~em~MM$~· 
I am required by the artlcJes of the abow-msmed Company or by an agreement 
made with ttl& Company to give notice of resignation to the Company. I have not 
given the notice of resignation in accordance with tbe requirement but have sent 
the notice of resignation by post to, or by leaving it at, the registered office of the 
Company. 

0 m~x~~~~--~~•*A~•&~n~"ew••·*A~m~•e 
WJftlliiUlUI~ • 
t am not required by the articles of the above-nanted Company or by any 
agreement made with the Company to give notice of resfgnatlon to tbe Company. 

m~~tw ~ cwrn(2004 • 2m 
Spec:ifWion No. 2i2ll04 CAS'l'ilion) (I'Oll. 20011 

BJPJ Date 02 I 02 I 2001 
S 00 I jj MM I fl' YYYY 

JJ ::. J( Page :2 



M~Jflfil~ 
Annuat Return 
(~IJAfiJJI; 107(1~) 

(Companies Ordinance s. 1 07( t)) 
ilt& 
Form 

Iff:~ Filed I 

AR1 

nc•••"'> · 
*Mf:P· ~if alt Company Number 

~Ud the aooompanylng noce.s before oompl$1ing 11'111 form. 
print in .bla<:l< ink. 1 435844 ! 

1} WJ ~" Company Name 

[ SONIC Jrr A ENGINEERING LtlvUTED 

2 1m M ;ti fl Business Name 

[ 
3 :1} llJ llllf Type of Company 

II~NIIJ!MPI..UO -" It Plust1 IJck 11H1 tfiNIWrtllm: 

B ··*~U.A~J'J 
Private Company having a sharo capital 

N/A 

4 :+:ttt.u•eJJ Date of this Return 
**••~•~~•M~~ama~®Wft 
The inlotmallon In this Return is made up lo 

(~·HR$S&Ae•·*~···RIIM•e••z•-·~·~BIIS 
J/111• Jll.#/1111-111 •1111111/JIJJ/111 Jf/11111 ~ IIIJI:IfJ ;t ttB 11¥1/X fCIIJ/IIifl 
x•l!l•lilf'*JJIJBIIJIJJ:• 
For 4 pr/wlttl Compllty lt#v1flJIII ~ c;ap#lfil. fM /n/imrlttfon fo th/11 ~lllfft 4#!0ufd 
bit m•up 1011wr .miiVMU/Y or nt. dat. Dllni:Drpoftlthm, For ()firer campanlu., 
tM (ntornmrlon &ttaulfl lHt ~ up Jet 1M tUtti Of lhlt Mii'IUII general me•Ung 
(Ami} or tM dtle of wrlltlm rHQ/liNtm p.atHII m lieu ot AGitt.) 

ctt Nota91 5 II: fiiHtft $ ll Jt!1 tt Address Of Registered Office 

15 [ 07 2007 

aoo •vvvv 

Room l708, Kai Tak Commercial Building, 3l7-319 Des Voeux Road C .• Hong Kong 

(tt Nobt 10) 6 •• jt!J tt e .. maJI Addr&SS 

at Nobt 31 a~ A 1¥J Jl f4 Presentor•a Reference 

tt4§ Nerna: PliiiOOcan Sem11»W Sertit;C"S Limiled 

lt!lllf:; MdrcGfll: Room 1708. fW Talc CQ!IIIllC'~iul Bl.lildins. 
3l7·l19 Des Voci:IX ROMI C-. Hong Kong 

!!It TGI: 28SI 1823 

1ltts fl tt; E·mall Addms: 

ft II Raferenco: JC/2431105 

mtJ~IIQttt ?121:04 tttlfl {to04 ¥ t m 
Spodclllon MG. 2ll!004 ti'IO'Miont (,. 2004> 

11~«•*• For Official Un 

A~ll 
2510712007 

1.L00 
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AR1 1} ft.!• M Company Number 

[: 435844 

~ jlli jill Ia Mortgages and Charges 

••**••e•·m~mm•<~~-~)-BORMB2·~~~~~&~&*A§E~~~ 
lU'E~*fiJia• 
Total Amount o}Jtalandlng as of the Date of thiS Ratum on all mortgages and charges which are required 
to be regiStered with the Registrar of Compat'lles pursuant to sections 80 and 82 of the Companies 
OrdinanCE! 

(Nil) 

(t!: Note HJ 8 • R* ~ l(J a<) lit JlR Ei Number of Member(s) of a Company Not Having a Share Capital 
(NI'JJI:II':JJ.'IIJIIJIIIJIW!JI:JJI ~fly haYing • S1W8 CBpitlfl nNd 1)01 ccmp1B19thil s.cl/orl) 

Mlt*•••a•~•••l§l 
NumbEtr of member(s) as at the Dale of this Return (Nil) 

Clti\IOC•12) 9 R* Share Capital 
(!f(§(};f:#}j}lf)IQiflitiVIJII9 Jt!JT t() iJf Crotpany 1t0t htivlng a $/!aro ~ nsild not~~~ S!Jc/loo$ 9 & IOJ 

811 *iff til lil a JU1 As at lha Date olltlls Return 

tR~It* 
Authorized 

Share Capital 

Bitff 
lltfUillJIJ IIlli iii llif&lUJ 

Class ol Shares Total Number.or 
Nominal Value t Shares lssuad 

(a) 

Ordinllf)' HKDW.OOO.OO 10,000 

HKD!O,OOO.OO 1().000 

t IIIUUUI Ill ftL { f'J 1111 : fl 7e • ~He) 
Please specify lhe¢Urrency (e.t.J. HKD, USD) 

III!Jl~Wt 2fi!I)04j.811) (2004 If! :z m 
~liOn No. :u.!004 (All'llllllnJCF'~. ~} 

Bllfflt-* 
Issued Share Capital 

fUtB 
ltf11ttfi Blt1"11it981J 

I¥J lriif«t ••• Total Nominal 
of Each Share Value ol Shares 

Issued t Issued t 
(b) (a) x (b) 

HKDLOO HKD 10,000.00 

HKDIO,OOO.OO 

Bltffltt&acJ 
EU!Utltlltfl 
(~ill IIUIHR) 

Totat?ald up Value 
of Shares Issued t 

HKD!O.OOO.OO 

HKDIO.OOO.OO 

tLOG 

516 



AR1 ~ 1!IJ M tt Company Number 

435844 

10 'Wltlt*~ft.ltl<J~Ilfffll'l Details of Member(s) of a Company Having a Share Capital 
(J!JtlfMtiJIP. r ft/RMW • RlfiMJ!( A Jitlll Ute COI'IIIII!Jarlon Shest A if INm is ln$i1flk:Ji1n111PAC6J 

8il#lfrft* (3 IQIJl!H£ I Htl Delails oiMemberCslasat !he Date of this Return 

Jill ftt•~ Class of Shams { ..... __________ o_rd_i_n_ar_Y _________ J 

fiiHHUUt i& ~ J:.- ftl 118 Jtt lfl ._. BIJ l~OIHtal• I' f& .111 .fit ltJ .a- • JIUI >Q !J /It D: JUlt II W. * )~ 
~w••·••~•~•-~• .. :ae~•A~~~/•~•~'•ttJ-•e~· 
If there have been any ttan&fers of the company's shares $Inca lhll dale ol the last Annual Ac»um (or sifloe 
ln<rorpqraliort if tllis is the first Annual Return)., pf&ase also prtNioo datalts of the ttansl&l'$; lhe name ollhe ttanslatoe 
should be staled In the 'Remarka' column, 

Itt& Shares 

ft~/~119 JI!IJJI: !JUt 1/l :fr a •• -~ Name Address Current Transferred Rematks 
Holding 

lUI aJPJ 
Number Pale 

It$; Room ~Ol, Unit 4, Block4, 2:3 Cha Dao .5,000 
HUANG,Riln Kou West Road, Xi flu District, 

Nanc-hang, Jlangxl Province, China 

1!!1!1Jl Room601, No. 28, :3{)6 Lctng. De Yuan 5,000 
CHEN,Jun Road. Nan Xiang Town, Jia Ding, 

Ois.lrict, Shanghai, China 

6!11* No. 88 Pu Nin; Nong. Jia Dins Town, Jia Nit s.ooo 0201212007 Troosferted 111 

ZHAN, Xii!O Ktm DinJ Districc, Sbanshal, China CHEN.Jun 

•• Total 10,000 

£!00 

j 

! 
i 

l 
; 
I 
' I 

l 
j 

! 
I 

i 
t 

l 

I 
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(11 Hoto 15} 

(tt Noi018} 

<tt Noto 17) 

at Note 17) 

(tt N!liO 18} 

AR1 435844 

11 ~If Secretary 

A. At}.. S IJ Individual Secretary 
(lllll.ll-$tm).I61J ·1111011/.118 J/1111 Usa Corn.lnuat.!M SI!Ht 8 il ff'KW 1/lltll I lndM'du&.l ~ry) 

IPJtAtt~j 
Name rn Chinese 

~-------------------------------------------------

ffii*Eill: 
Hong Kong 
RttJOidentlal 
Address 

M1U!!Ift. 
E·mall Addntss 

.!IH& IIIJIJ ldonutlcatlon 
a =i~MitfDitMUI 

Hong Kong ldenlltyCardNumber ~......,. _______________________ _ 

ill tt •a l8$1lill0 counuy 

a. ta A II tl filS If Corporate Seeretary 
(}11/llil-£1$).1111(15# ·lAIII/lE 8 J/1111 Use CM!lnllfliM SbNl8 Iltr.ot$ itl4ll : ;;o;;;otala Sl1Ctala;:y} 

rpj(~· r 
Nama In Chinen .._ ________ ~_m_w_tt_m_· ~_:flr_~_~_'rJJ ________ ......... 

'*1C~fl I Panocenn Secretarial Services Limited 
Name rnengl!lh ~-----------------------------------~ 

Room 1708, Kai Tak Commercial Building. 3l7 -319 Des V oeux Road C., 
Hong Kong 

•• JGJJI; ' [ 
!·maiiAddrus ~,_ _____________ (N_i_l) __________ ~ ....... 

i} JU • It Comp~my Nombor 
(R .. RI#l£tliiiJlf1111JfJihA.Iifll) 
(Otlly ~to bo<fY (;O(JKiflltS ~Mod in Hotlq KM¢ 

llilflll!lt :l/llll(lt (l)llll~ It! 2/U 
Sp.~cJroca~~or~ No. ltr.'0041~l (Feb. 11004) 

227964 

vL00 

51 8 



* tQ t1 It Company Number 

[ 435844 

J!$ Director 

A. !II .A. Jf * lndMdual Dltector 
(JIJII!fii/IISIIA.JI!$1 • MRIMJl c iJtffl Uso Cominwltioo SI!Ht c II 10018 1Mn2 ~ tSIIDc!QI'SJ 

1 •tt 
Capilclly 

0•• 
Director D •••• ~~· AltMMteto ... _ .,._, - Nl A 

tl':."'tltl& I 
Name In Chlneso 1-.--------------~-·-----------_j 

~3tlt4i I 
NarM In E.ngllsh ~..• --~HU=-:A.-N_a ___ ..~.-_____ ~,....,.,R_a_,n,.,._. _____ __...j 

II! Jt Sutl\llmo ~ • Olhor l'famBII 

AUUttli I 
~v~usNames ~---------------------(_N_n_> __________________ _j 

(Nil) 

~li: 
Residential 
Address Room SOl, Unit 4, Block 4, 23 Cha Dao Kou 

West Road. Xi Hu District, Nanchang. Jianglti 
Province, China 

•&a 9J kfeniUICJtlon 

a 1fM.tt&•IUI 
Hong Kong ~nifty Card Number 

b lll-?f.m.MI 
O'fflrsNs Passport 

{Nil) 

NfA 

People's Republic of China 

•••• ~Country 

: 
People's Republic of 

China 

•a COuntry 

004957151 

S'L00 



~ RJIIM Company Number . ~, I 435844 I 

Jtlff Director UI.UI: cont'd) 

0 tle M 111. • ft 1t Altemate to 
Allemate Ditec~ar N/ A 

'IJ~-~ I 
N.ame In Ohlnuo '-------------~-~-------------__J 

INIUt~ I 
PnJYiouaNarnes ._ ____________ <N_ii_> ___________ ..J 

BU~ 
Alln (Nil) I 

'------------__j 

t!fJ!: 
Roalc!cntlal 
Addrus Room 601, No. 28,366 Long, De Yuan Road, Nan China 

Xiang Town, Jia Ding District, Shanghai, China 

.o-&mfl!J ldentlfk:atfon 
a flHUti&IIUUf 

Hoog Kong tdenllily Card Number 

IIIIJIIIflt moG4 <BID (201M fJ 2 .Rl 
Speeillelllioft No. tJ2004 Cllwii!Jiotl) cr:.o. i004l 

(Nil) 

NIA 

SL08 

I 
I 
I 
I 
• 

J 

520 



tUN~I91 

£tt Nolo 23} 

~ 1!I'J • 1\t Company Number 

1 435844 
AR1 

Jf * Director (lfiJ:.)I( c:ont'd) 

B. f! A 1111.111$ Corporate Director 

Ofll6/lllfl:ui!Aa.l/llfl/f • l'llllfM'If 0 l,l(ffl Ute Coorlnw.tlon Sh•t~t 0 if /I10f!J ¥tiM 2 corpont/9 difectot'$) 

Jf&l 
capacity 

IP~:t.M 
Name In Chi~ 

0 •••• 
Altomalo Olmctor r ... _·_Ait_em_at_e_t_o _______ .I 

~x:t.• 
Name In Engltsh 

...--------------------------,-; 

~ 1!I'J 8 at Company Numbor 
(RIIIfii'NEUit~A.JR.IJ 
(Drily Jtppflclltr/q to b«fy c;orpomts r~ild ffl Hong KOIIf/) 

J~Jt45M 
Name In Englif>ll 

•• j(fjti: 
&mallAdd'"s 

D•• Director 

~ 1!I'J 8 !It Company Number 
lRJIIflltiti!IIJlti/!~NMl/6/JI) 
(Only app/lcAbla t6 ~CQ/ponlfe mgiBU!red In Hong Kong} 

I 

•• Counby 

LL08 

521 



(I! Note20) 

(It NOI021) 

1}iQatt Company Number 

l 435844 

c. IIi£ If$ Reserve mrector 
C.R tlliB tt .R W - ~ .lit A iii II lit A 110 Iff J); 411ft- • IJ m.J & )... Q fjJ Only appllcabls to a privalo 
company with only one mem~$~ who Ia also tho solo dlrootor ot the cumpany) 

r-----~--~----------------------------------------· 

•• JI!lJJl; 
E-mail Addre~~~a 

It f.& I!IJJ I~Uftclltlon 
a lfil.f&l8ttlil 

Ho119 Kong ldenliiY Card Number 

b •*•• OvertJeaa Passpot1 

. 

I 

i 

j 

l 
.... .J 

522 



ofr it) II !I Company Number 

1 435844 ~ j 
:ft fa 1fi Registers 

t} J1J ·~ "f Jtl Jf IHltmUUI: UIUt ~.#!'tit 5 JJII\'91t It IUS II PH 
Addre3S Whefe the foflo!Mng regt&ters of tile company arv kept (il not kept at the ReglsletfiKJ OlrlC& in Section 5) 

ltli! fHJ Aeglsl&l' ~ ~ Address 
a .itJUUilfllt ~r--------------------,1 

Register of Members .__N_/_A----------------------'· 

:,:tf )dUi:lllt I : :,, 
Register of Debenture N/ A 

Holders {llltfiYJ ..... _ -----------~-----------' 

b 

-~~ 14D*·~~-~-~-~-M~WM*8M 
Period' COvered by Accounts Submitted with this Form 
(U.Ai..'lfJ/JIIIIIAIIlltiJI A prlvatB lXII1'IpMf nttJd not ~tolhl$ 56Cfioo} 

BOD 

15 ilfiJIJ t1 Certlncate 

llf:JJ'N8111Rltllln/M.£11/ •IU.JFCAHI •llfll!i!lt11•) 

aoo , AMM 

(ThJs C~l• tffl1u/IJ Ol'lty IHJ ~it! fWP«;f ola ptfvatB ~y. If riOt ~biB. pleaM r.telfJIIf.} 

*J..IIIPJ~ 1tl Iii ..t-t&P4JJt ••• e JJtl.llf«(jQ.Wft ll.lfllt.$t • Mil ~JA:tl:JlURIIRJ;i.J(() • ia. 
llUlt f!i"JJI: * • &Ill t} Jl A ±II Jilt~ l!Hf fiitl!tf~UUIUIII t CII!IIUU 11UU.UI ft * tP $1 a EIIIMUI 
li+ • MffiiiW~~- · ~--· (~iUlff). 29(1)(bJ-~IIfi'JJ.Ailii+4SM!"ia9A± • 
I cemiy that the company has not, since the oato of the Ill$\ Annual Return (or slnce: inCOfP(IraWon if !his i$ the llm 
Annual ReU.Jm), Jasuod any invitation to the pUbliC to subscribe for any share& or debonture~J in the company .aod !hat 
It the number ot members Ia In excoss of 60 8.$ at Ilia Date ol thl& Aetum. the o>tCEtH 11re peraona who urnter &adlon 
ail( 1 )(b) of the Companies Ordinano& are not to be iriOiuded In Ute calculation of ~0, 

:.$:lfi411Rtf.M ___ !/IMJ{ A • ___ •• J{ 8 • ___ •• J{ C !l ___ lfMJ( D • 

'ftlls Return Jncludas (Nil) Continuation Sho04(a) A. (Nil) Continuation Sheet($) 8. (Nil) 
Contlnwllloo Sheet(&) C and (Nil) Con11nootkln Sheet(s) 0, 

aM Date: ___ ....;l;,;:..S.:..../ifl=...:.f.-200~7---
e oo r JifMM 1 lf..vvvv 

6£00 

£:27 ,) . J 



fijJ1f:$¥§~ I ff::~ Filed J 

,18 C !1 Jl Important Notgs 

• JttiV:IliliAIHIH!Ill (~~f.IBDl • 
MlftA\@111*9~fP • 

Annual Return 
1 (1}BJtfffll> m 10711)1*} 

!Companies Orcllnan<» s. 10111 )) 
~.m 
Form AR1 

~ fl'.J llll M Company Number 
• PIBase read Ute aooompanylPg notes befote compk'Jilng ttll$ fotm. 

Plsese print In black Ink. 1 435844 1 
1 1} tQ ~ lPJ Company Name I . SONIC JITA ENGINEERING UMITED 

2 1m M tt ftlt Buslne89 Name I . . 
3 1} ro $t }jlJ Type of Company 

Mt£i#lfl09!3/tJplJ1¥J.t .? Jt Pfeftetic11tffl1te.lew.Jntbox 

0 :fifit*lllltt.A1}Jil 
Ptivate oomj»''ny !laving a sham capital 

N/A 

0 Jtm 
Others 

4 :;;$: 1¥ ~ ft 13 WI Date of this Return 
*•~~~-&~•·~~smm~~~M 
The iniormauon in thiS retum is made up to 

(1011·1111 *69fi..). ~ 1IJ • * I/IIIJIIIII!Jif lflf ~ i1J J'J.Jttl Mill #I /IJ 4t S 11169 
RN·ID·N~~11J·mR•i9RNM6MM~~··~;sM•Mff··· 
~ltlltlflli~JII119f:IJIIJIIJ!:• 
For • prNit. ~fi'IPltiiY h#vltlfl* Wlf ¢1lPfta~ I#IBinfOrmlltlort 1ft tllfJI< mum sflollld 
btl mBdrl up to tin; ~r,y ofthfttffff ot ~MHOtJ. Ft>r oriJH~otllplmfQ, 
tin; lnform.ttlf>n sh#U](I e. mittie up to lh• dm ot thB slll!l'lll PfW'M m-tlftl 
(AGM) « thll dMe d w~n r~~Htulton ,..._In lieu of MMJ 

Itt Nota91 6 tt lllHhnJH8U!Oll: Address of Registered Office 

1 15 
BOO 

01 .I wos 

Room 1708, Kai l'ak Ccmmerdal Building, :n 7-319 Des Voeux Road C., Hong Kong 

tt1 NotolO) 6 11J!JI ~ hl: E..mall Address 

!lglll; Acldmss.: Room 1108, KaiTat Commcrci.\1 B~tlldll'l~ 
317·319 [)(:s Voeu~ Road c., nor~~ K011g 

'IUS Tel: 28S\ HID 

tll• :1@1. JJl; E·mall Acldr$Ss: 

11• Reference; 

Jllllllllit ;uaooe IO:TJI 12008 1ft 7 1l) 
$poeillciJIIOII No. 1J2(lO& I~ (Jul)l 20011) 

2.851 1826 

M ~ *Jt B * ll For Official Use 

111111111111 
w;ooa54721 
AR1L 043&844 
I ~108J2000 

~nee 

I 

524 



1:} l!iJ Ill\! Company Number 

1 435844 1 

ftC ll & ¥Jf !a Mortgages and Charges 
•~*••~a~·~w~muc1:}~•~)m"aaaa•m•~&~~•••~n~ooMm 
&W:E~!4!fll8tel:i 
Total amount outstanding as of lhe date of this retum on an mortgages Md charges which are required to 
be registered Wilh the Registrar of COmpanies pucsuant to sections eo and 82 of the COmpanies 
Ordinance 

(Nil) 

m: No~ u) 8 • it;;fi: ~ liJ ~ 1iJt Jilt§ Number of Member(s) of a Company Not Having a Share Capital 
( kR~II!Jftfii.IJifll!tlJ( ~Y hitlliflga shirnl capital need f!Qt ~, ~ $11CdonJ 

AU!* t:j:J 5. B JPfll!lflt .Pli!IHJ 
Number of MerniXtr(s) as at the Oete of this Return (Nil) 

tttHOI&ll!l 9 IR* Share Capitaf 
(Jff~UqJf)i.''BJJIII/11Jifl/!119 Rf/1 tD r,H Company not llavillga !4/laUH;apitatllHd f!Ql compWI~u!ICiions g & IOf 

It 1.! * If! tU • B 101 As at the Date of lhls Relum 

JI!UHIB!J 
Class of Shares 

Ordinary 

•• 
Total 

~~·* Authorized 
Share 

Ji'l'ilill 
Total 

Nominal Value t 

HKD 10,000.00 

HKD1Q,OOO.OO 

Bltff 
II!UUH1 
Number of 

Shares Issued 

(a) 

10,000 

10,000 

IRIUJifr1f*ftt~M'l: it!:Yt • *jt} 
Please spec:lfy the cutrency (e.g. HKD, USD) 

etttrll!l* 
Issued Share Capi«U 

1UJI!I:B 
fittf.il!tft} B IHi .il!t f;l 1¥1 

8CJ (ljj fi .lfiiittl 
Total Nominal 

Value of Shares 
Issued t 

(b) 

HKDt.OO HKDlO,OOO,OO 

HKDlO,OOO.OO 

E'.IHrH!HtitttJ 
E.lt18t.lft! 
(:::r;t,lMlllliU 

T.otal Paid up 
of Shares 

(excluding 

HKDIO,OOO.OO 

HKDlO.OOO.OO 

stee 

525 



'1} 'f1) UJ ~ Company Number 

1 435844 1 AR1 
10 :tfmt;lf;::1} 'fQtltJ ~Jl "fl Details of Member(s) of a Company Having a Share Capital 

llfJ!l~\ll}ldf.flllfllt.gj • Jmi!IIAUJIIt f"Pmfifn · MtfJI#Jr A iJ/?11 • ~having a shiw Cit~ mu•l complflt• thi• 
#tlf:tf«<, UU Gantinualion SliM A it thCftl i$lnsuffir:ient spacr1.) 

at .3! *if! tilt Iii lll.l o<J IKJ!UU'l Details of Member(§) as at the Date 2!101§ Return 

llti&II)M Class of SharesjL_ __________ o_ro_ina_rY __________ ,_J 

!RID Shares 

:At~/4$M ll!!lll: lJUUHfJI ,. ... ftUt 
Name Address Cultent Transferred* Remarks 

Holding 
IIHI SWI 

Number Date 

fli?!.l Room SOl, Unit 4, Block 4, 23 Cha s,ooo 
HUANG, Ran Dao Kou West Road, Xi Hu District, 

Nanchang. Jiangxi Pmvince, China 

~1Jl Room 601, No. 28, 366 Long, De 5,000 

CHEN,Jun Yuan Road, Nan Xiang Town, Jia 
Ding District, Shanghai, China 

•• Total 10,000 

·~~~~~ro~L-ro•~•••a•~~~~-~~-~~••·~~~~~~•m•~*) 
waN~•·••~~••-m~•~•ro~•A~~8/4$MMar•HJ-•b~· 
"' If lhete oovo been any lransfers of ltle company's sham since the date of lhe last annual retum (or slncil 
lncorporaliM If this is the firsl annual return), piGa$8 also provide ditalls of !he lrans;fors; the name of 100 tntnllfer~ 
$houfd be stated in the 'Remarks' oolumn. 

nml'l" 2J200fJ !tJ:rJ) ~ !!( 'm 
~~on H(l.. 2ROOQ i'AMlorll fJul)r200el 



ctt Note 14) 

AR1 
~ ~ tlil rwt Company Number 

1 435844 1 

11 t&l!J Secretary 

A. II A~ 1!1 lndlviduat Secr«Jtary 
(IJJIIJ!I-$.13/.Jdt!IJJ • MIIJli!IJ!lfliJI.NJ IJit Contmuatl(m ShW 8 if motl91hsn t Jndlv/dr)fJI 'fi!CfOr~try) 

rf:!tc~41 
Name in Cttlnesa 

~------------------------------------------------~ 

IVJIJHt~ 
Prevlout Names 

L-------------------------------------------~ 

--~.It Hong Kong 
RHidenUI'II 
AddrH$ L-----__ ] 

1tt!!ll-*lili 
~·mtiiMdrelJs 

It b) iii!JJ lclctntmt:atlon 

a •••mmtUJ 
Hong Kong !denllty Catd Number 1...-------------------------' 

b lUI 
P1.1$11port 

B. tl( A. II II fiHf Corporate Secretary 
(JnlffJA~~IJltAIMIIJI.J!I • MlllllfJTBIJitll ~· COI!r~Mt.!!t.ioo Slreet 8 if tr10t1t lhBII1 corpors(e BSCietary) 

t.!.t ~ .. I : ~frr~•mt~wm~j'u 

~ 3t :& M l Panocean Secretarial Services Umited 
Name In Engllsh L-----------~--------------' 

fiMJt!liJI: 
Hong Kong 
Address 

Room 1108. Kai Tak Commercial Building, 317·319 Des Voeux Road C., 
Hong Kong 

tltJUUI: l E-maiiAddJHS ~.... ___________ (_N_it_) ___________ _, 

f} 'liJ 1\lt Company Number 
(JUIJfllfewiftltlliii/JlM1611J 
(OifJy ~to bOdy~~ registered tn Hong Kong} 

227964 



(ti Nottt20) 

AR1 ~ ffJ M M CompPny Number 

1 435844 ·· · 1 

12 Jf$ Directors 

A. {I A 'Ill$ Individual Director 
(JIIjfjf.f!l-.tii/I.A.JfJII•IAJfll#;r{C l/ff{ IJHCof'ltim.JtjfiOnShfttCiJfi'IOie lltitn 'mdividUBI dirtN;IW) 

/Jftf-ilt.llti/J~fAiA!JfJJ: ./ M PkHJfle ~ rile rehwiNit lx»t(BB} 

Jlt 6} EJ M lJS 0 It Jl :Ill~ «: t§ A11ern:ate to 
C.paclty Olreetot Alternate Direc:tOJ 

N/A 

4' !It~ ,fi I ;;U;Jil·'', 

NamoinChmen~------------------------Y-~K--~----------------------~ 

~j(~:tl [ 

Name in English L------....H-;;U'""=AN-:-::-:-G--~....L..-----~=-c,..,Rc-a--:nc---------...l 
~ JJ; s~ -tJ '¥ OthoM Name~ 

OOI'I:Ut:g I 
Ptovlous Names L----------------(N __ il_) ____ ~~--------l 

m:g 
Atlas (Nil) 

Room 501, Unit 4, Block 4, 23 C:ha Dao Kou West 
Road, Xi Hu District. Nanchang, Jiangxi Province, 
China 

feoplc's Republic of 
China 

Ill tk Country 

tiiiJl!l~.~t 1 
E-mail Addrou L.L ______________ (N_n_) ---~----------..! 

II t& llll111! Identification 
<t ~IU!Ut &HIM Be 

Hong Kong ldanllty Catd Numbet 

lli!Jlll!lt :212008 tJUO (20118 ~f. 7 1H 
~ NCI. 212008 ~~n) (July2008} 

N/A 

I People's Republic of China I G0495715J 

•li J'( Page 5 



(li: Nottt 191 

(ttNote23) 

ftt Note21) 

tf!Note21) 

AR1 1} iJl all 'At Company Number 

[ 435844 1 

12 11$ Directors (lfl:'U <:onrd) 

B. ft. A !WI 11ft X Ill Corporate Director 

(lrJJUJM:f5ii:A.IIII11fl/f •IIJIJI#Jfl 0 IJiffl U. ~ ~ 0 if more ti'WI ~ carporats diftH:tOIIJ 

lif(I!Jimi??J!MPIIJU: .r It PtetJH tic* tl» rellwBitt oox(M) 

!tf& 0 ... 0 •••• 
capacity Direct~ Alternate Oi~r 

tF~fi· I 
Name m CblneM '----------~ 
~:5t~M 
Name tn English 

'II!MUI!Pt 
a.m.-11 Addron 

i} ~II tt Company Number 
lRftlmH"il!1lilmifWIMA.IIII1J 
(Only 8pp/ieafJJfl10 body COfi)(JI'#Ie ref]lsterell In f1onQ Kong) 

MIE1tiii~MPJ1Jnl: .r If PleirSflliel( 1M lfiJMilt /X>X(f!lfJ 

2 $t&l 0 1f$ 0 tUUUJ 
Cep~Kity Director Alternate Olrootor 

_] 

$~~M L l 
MamolnChlnese --------------------------

.)t~M I I 
~~-~l 

'II !lUll! hi: 
&-melt Addro1s 

I 
~ ~ 111\t company Number 
(.R18llllti.Eifi(IIP/{6~l/M..III1n 
(Only ~l:ilft to·ttooy cc.rp11f1Jte feg/tlifflldln Hong KMgJ 

fti~MIItt :tnooarenl caooe ct• t m 
s~ ffD. moo& IRI'flalM) {Julf 200111 

:I 

529 



AR1 ~ !) lA It Company Number 

1 435844 1 

12 itlJ Directors l*fl:l!l eonrd) 

C. ft a: rtfliJ Reserve Direotor 
(,R i8l ffl &t R lf - ~ Rt J1 lfii ll ~ Jllllll Iff~ A! Ill - Jf liJ a9 ft. ).. 1.} ~ Only apf)licable to a prtvtte 
company with only one member who Is also the 1104o dlroctor ot tnt comFNSilY) 

BI!RJ:t1iti 
Pre1Jioua Names 

ft.!ll; 
Realdemhtl 
Add rea a 

lt {» JliJl ldentffleatfon 
a 1!HtU1H11UU5 

Hong Kong ldonllty card Number 

ntiJIIQit ~lliOOII {lU'fl ~08 fl'. 7 AI 
SpectlleatiM Nl)_ 2120011 (RIIIIillon) (July 2006) 

llll Countcy 

530 



(l£Note25) 

(~Not& 51 

1} 'i1J Jlia 'If Company Number 

1 435844 -~ 
firf Registers 

•#~~ft~~~~~~~~••ftMS«~ttw•••~) 
where the tolkwdr!g registers of II'Wl company ate kepi ~f not kCJpl al the reglstet'ed office seated In Secllon 5) 

. * ra lltf Register Jtk 41: Address 
.li!tA:ftfcl.IIIJI r -----------------------"! 

Register of Member$ ...... -~---------N-IA __________ __, 

b 
(JJ(J~ 
Register of Debenture N/A 
ttt fHilf .:f'f .A JUllllt r 
Holden:; (ilanvJ '------------------------~--' 

14 mr:.t; ~ t4HI JC !'i(J • EJ m iti • ~J * li-1-!0'1 
Period Covered by Accounts Submitted wtth this Form 
( IJ..J..Z.'iilllltf!fJt?llltl/1 A privBlil' oompmry rreed oot COil'lplBle Ibis s9CtJon) 

aoo 1l!YYVY 

15 IIIIJJ If Certificate 

(dt!IIIINIRSI!IIt:!J..J..1.'1!1J • lll4'JII!J • Jllilflittf/1· J 

_¥, 
To 

aoo 

(T1'Ii$ .:tittilicJIIO ShoUJd Qf!ty bl~.:d ill ffl{HICI of 1.1 p(iv~ ~lly. ff not ~~l;le. pin" delete.) 

~VYYY 

*).. Ill 1M f} i'JJ ~ 1: - ~ lil ~ ljl tU~ 8 lVI tO{( ( mJ &I 1t (}} l.ftl J¥. lf.t fi! ill • $JIJ m fit l'l: ll i'1Hflll J~UO • slfH\\ 
~mft~~~·a•e•.A~~-1}~e"••~ttt•~:~~~•Ama•••g~a~m~ 
Ii+ • JiJmtlHU1¥JJ&Jl • :tdl!:tUI <~VJtlfiD l!ll29(1)(bUl-l'JUtJJAlltEli+.e•u~ll<J.A± • 
I certify thatlh$ company hEI$ nm, !Olne11 the ®te of Ill>$ l$$t aooual rtrtum (or liiince incorporation if this is 1M ftrsl 
arll'lual reltlm), Issued any lrwitatioo to lh$ pl.lbllc to substribe tor anv shares or dllbootutes in I he company and that 
if the number of members l$ In ex~ of 50 as at 111& date of thm return, the ex<.:e$5 are s;ersons wtto under sectiOn 
29(1 ){b) of the Companies Ordinance are not to be Included in lhe calculation of 50. 

r---------------------------~-----·---------

:II m Advisory Note 
ffl~i} !111$JtJsa!I!IUHfJl£fHHAtliltli¥J (#IIMlJfttt:tl<J9fl UHt! m ~~) lltJft 
#i HI* • U JIUU~ JtPJUlUI ml ~1 11$ --.a YU£ • 
All dil'f:I-Ctora M lha t:ompany are advised to tNd the latnt vorslon of lho 'Non-Statutory 
GuldeMnu on Direetors' Duties' published by tho Comf'41nlos Registry and acquaint 
thlttMetvea with the genwal duties of director• outlined In the Gufc:t.llna&. 

tl J{ Contlnuatlon Sheet(&) I A B c 0 

Jt I'( Numbtor of pagea t 
' 

{Nil) (Nil) 1 (Nil) 

itW Slgnad: 

it~ Name : HUANO, Ran 
1f $ Director /•11-SeeretaFY * 

*~im~:iff''il,fl/1f Olill9te whiCIIWer doe-s 1101 iWJiy 

B Wl Date: lS /07/2008 
E1 DO I Fl MM I If. VYYY 

s<:as 

531 



lUNo4tt 19) 

(1£ Note to) 

(ttNo1ls21) 

~t! AR1 (II~ c Continuation Sheet C) 
Form 

* • fB}! , ~ Date of Return 

1 15 01 :1 2008 

r=-"'-'""""'"-"'C"""om.e!!lY. Nuntber 
435844 

B DO 11 MM • YYYY 

ll A JIIU! M ($ 12A !fj l D@talls oflndlvldutl Qlrtctor (Section 12A) 

Mtl!iiiiii#.J'l/f/At'JIJIJ..t " M PkHUo #c1l IM r~WV?t bcx(B$) 

It {)} (2] iii ll~ 0 lUI lit JJ It fit Altetnalo to 
Capacity Director Anetnale Df.reciOI' N/A 

310ttt .t; 
Nam• in Eogtlah 

tUI: 
Res~ntlal 
Address 

CHEN, 

(Nil) 

(Nil) 

Room 601, No. 28,366 Long, De Yuan Road, 
Nan Xiang 1'own1 Jla Ding District, Shanghai, 
China 

(Nil) 

m!J'!IQtt 212001 uun c:zooe iii 1 m 
Specillllillion No. m:oo& !Rr>lllloni!Jul; 20(18.) 

Jun 

China 

9tee 



MJ~r¥¥11i't 
[?¥~Filed! 

(II;!!! If 1Jj lmoortant ftg!!a 
• iJ!lt\t Jtti !fit $111:1 ( JJt 1\U'UU) • 

•m•~•*~lllll · 

Annual Return 
( ( 1HIJt$90 lifJ t07(1)B) 

(Companle$ Ordinances. 107U)I 
~m 
Form AR1 

~ 10 lltt Company Number 
• Please read 11'1& accompanying I"'Ites before completing lhls form. 

Pfollse l)fim rn blade Ink. 1 435844 1 
1 i} JiJ ~ M Company Name 

I . SONlC JIT A ENOINEERINO UMJTED 

{ttNotoll) 2 14! "* ~ fiiJ Business Name 

N/A 

3 i1- iJJ M }'Jq Type of Company 

fllit'_4!fiJJI)glijP,iJU.I:. .-' ft PIRH tick lhB ~ NX 

0 .fflt*d1Jf!.A1H'J 
Private company havfng a Share oapilal 

4 * .P ft} ~ 8 JUI Date of thfa Return 

*•••~-~~-M~~amm~~•M 
The informalion fn this return Is made up t-o 

D•• Others 

15 07 2009 
B 00 iJ MM lf.YYYY 

(JI1.111Ut-IJ9ti...A. §l IIJ • *rlt11111116H#.tll.l! £} lfJAtJt Iii 16 •» §14< P JIII/I(; 
lfll·l!l•!tAIJ} If/ • 1111tlltt191fll /H. lt.l! £} ifJJt ~:ktt B #/lUX ltll Ji111p 
:ktt4!J•IIIR.t19/:llllll/lll:• 
FIN lp#VN ~ hllllfng I MuW t;6Plf#l1 the infO~ .In W. ,.film fhoukl 
H~tti~Mup .to IM~ otltt. d4fiJ of~Motpotat~or~. FtNotllfl' ~IQ. 
the lnfitmJJtflotl •ttollkl bit_. up to mo Att~.·(l( ., • . ltfmlial fiMWlllnwtlng 
tAGM} «1M iftt. of Wtltritn I'Ucllfutlm /illftlld In 1/w of AOMJ 

w: Note 9) 5 1M: fflt #JUJ rAUIB :fJt Address of fleglat&red Office 

Room 1708, Kai Tak Commercial Building, 311·319 Des Voeux Road C., Hong Kong 

{l! Note 10) 6 ~~ • .f@! {It £ .. mall Add roSS 

tl ~ Name: P•noc.ean Secretarial Servlees: Limited 

11!1 Jd:: Addr8$$: Room *?08. Kai Tat Co~ I &uilditlg, 
317-319 Ocs v~ ~toad c., tlongt<Dng 

tUM Tel: 2851 1823 flJ. Fax: :28511826 

1U •l$ .lit E·mail Address: 

•fit tt Reference: 

M ~fA 1.1 * • For Official Uee 

1111111111111 . 
2~f0041J8040 
AR1L OfH••~ 
3110712009 q ....... 

I 



AR1 11- "l!llil it Company Number 

1 435844 1 

1 t1i 1fi& ¥If~ Mortgages and Charges 

MM*•••a•·m••~•<Q~G~>m~amu•m•~~~n~--•~2•~• 
1HI' 1rd ~ * 1111Ut li 
Tolal amount outstalldlng as of the date of this return on all mortgages and charges Which are required to 
be r&glstefed wilh trnt Registrar of Companies pt.USl.loot to Silctlons 80 and 82 o1 the Companies 
Ordinance 

! (Nll) : 

ctt Note 111 8 •IR* :fr i3'J a<.! n1<.111k EJ Number of Member{s) of a Company Not Having a Share Capital 
(1fJJU;i19i}IIJJIITIAfllltJJI ~ luwing a slmnt c;,pltsii'!Hd not~ thil ~} 

M!!*•Wjt 13 JIJiliJJ&J\\ IHI 
Number of Member(s) as 81 the Date of this Return (Nil) 

ctt Nt>~e 121 9 .IR * Share CepHal 
(.111111~'"09iHIJ..fNtliJJIIH/J19 .R!J1 10 IJI Company nor having a $/tant cgpltal nNd net compfm siiCfloll$ 9 & iDJ 

83?. ::$:$ tllft S tf'l As at the Date of lhl$ Return 

tlOi:!:1t.l* Bftffllt* 
Authorized Issued Snare Capital 

Share 

lfllt8 EH:tf:i'a!Ul~ 
etHi fUUtts.t 8Rffllltfi>Dt.l 81Uli':Mi1 

lli~HJtJII Miii«fl lli$Jtl!J D£Jlll'itl M'liiill (:'ftHBf&ftf) 

] 

Class of Shares TotJJI Number of Nominal ToiJJI Nominal Total Paid up Value 
Nominal Value t Shares ISSUed 

Ordinary 

•• 
Total 

HKDlO,OOO.OO 

HKDlO,OOO.OO 

(a) 

10,000 

10,000 

t fUtiVlittJ111~tfU!l: .;& · !4:it) 
Please specify the CUIT8ncy (e.g. HKD, USD) 

of Each Share 
ls11ued t 

(b) 

HKDl.OO 

Value of Shares of Share$ISS1.100 t 
lS5Ued't (ex-cluding 
(a) x (b) 

HKDt 0,000.00 HKDlO,OOO.OO 

HKDIO,OOO.OO HKD10,000.00 

LS00 

534 



1} 'lilllll& tt Company Number 

1 435844 J 
l1J {rtJ Wtft 1¥ fR Detal1s of M&mber(s) of a Company Hav1ng a Share Capital 

'.'/fi'A~IIfflirtJ](•/¥1MIIIJI.Itrft!RMl*l • 11/fJIIifA i/111• Corr~punyhlwlflgu"" CIIJ)lUtlmuatcompt.t.thl3 
Cofi.thl'&l.!ti.!OO SMs1 A if ~~!em /II ~ $p8Ce.) 

CfMS of Shaml._ ________ ~_o_r_di_nary __________ ....,.... 

Ill iii Shares 

J.IUUtfUt 
Current 
Holding 

.... 
Transferred .. 

fill£ 
Remarks 

-~ HUANG, Ran 
50 l, Unit 4, Block 4, 23 Cba 

l<Ott West Road, Xi Hu District, 
1Nal1dllllng, Jiangxt Province, China 

p 
CHEN,Jun 

601, No. l8, 366Long, De 
Road, Nan Xiang Town, Jia 
Oisltict. SMnghai, China 

5,000 

Total 10.000 

•$e~~&Me~-ili•••••a•••c~ •·~•e~~s•••••) 
W~~~··•••m$8-~··;~-~-A~~~/~M-~rfilaJ-M~~· 
• II there have been any ttaMfert of the company's al\liltea since Ute date of t11e IMI annual rerum ~or Since 
Incorporation H this Ia lhe llr&t annual ret\lm), plea&e alsc provide details of the lr$1Mfoot; the !'lame of 11\e transferee 
ahtluld be stated k\ lhe 'Rem.ns· oolumn. 

SS00 

535 



Ill. Note Ill) 

Itt Note 17) 

(tt Note 1&) 

{t! Note 15) 

AR1 ~~II M Company Number 

[ 435844 1 

1 ~If secretary 

A. M A .16\1 lndMduat Socre1ary 
(ID/I!II-:i:rlfii..MIJ •l#!ll/1118 iJIIIJ UH Con~ S/:JHf 8 if more lflan 1 fndMdual socterary) 

'll!Ul:.$ 
Name ln Cbkwlse 

~----------------------------~----------------~ 
~~Rl;t. 

NamolnEn~l~ ~----.~~--------L---------~~~~------------~ it .It Sumome ~ lJ!: 011\~ Nsmes 

W~HUt 
Hong Kong 
ANkltmtlat 
Add ron 

& 19 IIIJil kfenliflcatfon 
a 1fil&Jitfitl!lUI 

Hong Kong ldentltv Card Number'---~------------------~ 

b lUI 
Pass. port r J 

!IllS Nu""* 

B. fJl A Ill II~ fl Corporate Secretary 
(klltll-.:f!iilt.A.ft/bll ·II!IIIIIJIBI/Ifll UD~M ShMr Bllmote rhlm I c:ospotti<UW$aty) 

!:Jl$!::1!'1M I 
NiUI'I• tt~ Chlnea. ~mm••~~1} i'iJ 

Jt)ti!\M ( 
N~tnen~1~ ~------------P_a_no_c_e_an_s_e_c_re_ta_r_ia_l_S_e~ __ i~ ___ L_im_i_~_d __ ~------~ 

Room 1708, Kai Tak Commercial Building, 317-319 Des Vocux Road C., 
Hong Kong 

~-------------------(N_i_l} __________________ ~ 

227964 J 

6908 

c 3 r:.,o ,_) 



~ fiJ lQ 14 Company Number 

1 435844 1 

lndt,tJCNiill Oltector 
•111/TIIIN c lJIIIJ IJs:o Contillvtltion ShHf c if nll)(1r} th.ln I /ndMdf.tSt ditectol') 

"" It PJeasq tkk ""'t~ 1»>/(H} 

2J •• 0 IUUI$ 
DlteciOf Allatnate DlreciOr 

N/A 

Wr!:~m•~l __ :_·~-~: _______ <N_n> __________ ~l 

(Nil) 

Room SOl, Uuit 4, BIO<!k 4, 23 Cha Oao Kou West 
Road, Xi Hu District. Nanchang. Jia.ngxi Province, 
China 

tiiiUUI:. 
E-mail AddNaa 

.-. 6t If !JJ ldenttftcatlon 
a 1tila.!911JUU5 

Hong Kong lcJenti\y, CM:I Number 

b •• 
Passport 

(Nil) 

N/A 

I People's RepublicofCbina I 
• ft • * Issuing COtJnlry 

People's Republic of 
China 

: ~ 
0049.57151 

0600 

J 
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(tt Nolt21) 

Ctt Note2l) 

AR1 1} UJ II It Company Number 

1 435844 1 

11.$ Directors (ll.t.R con~'d} 

B. t;t: A II II If$ Corporate Dfrector 

(ltllllilltfi:Sie/..MBIJ1• 1111/JI#XD !Alii Uss Coo~Nruarion ShHi 0 1'f mom lhBn 2 corpo~~~to ~) 

liflE!IIRii9.!¥MIItilfiJ: .,t It Plea$o ifck ltle rels11ant boK(u} 

1 a-t& 0 •• 0 tllllff$ 
CIIPaclty Director Ablnate Director 

~~4!3-
Namo In Eng!lab 

i} i!Oatlt CompanyNumber 
(fijfRJJt{EI!fNilt/lffllli/..1111) 
(01\!Y ~to biHiy COipOfiJIO fO{JffhlffKIIn Hong ~I 

lilf£l611JI9:~M.n.lf/J: "' It Ptssr10 tiCJi tM ~ bt»t(esJ 

2 JtfS) 0 •• D filftflU' 
Capaclty Olrvctor Alternate otreaor 

i} BJ MIt OOtnpanyNI.III'nber 
t.RJIIDHtnflllllM!#J~/..lfi!IJ 
(()ntr IJPP{Jcsbi&IO l»cfy~ ~In Hoftp Kt.Mg] 

llll!lllltt mot~~! ttnn 12<11)8 ¥ ., m 
~No.. 2r200SIAW!slllft) ~~ 

Itt ......... .. 

t600 
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1} iJJ lil tt Company Number 

1 435844 1 

(II J.:.Jl' Cbnrd) 

c. (lff;flJJ Re$erve Director 
(;{ • :.Ill it.~ « - :& II; ft ifii ll lit lil R at ~A\ tt - it 1' " ft. )... i} 1Q Only appllcabl• to • private 
company with onJyona membtr wi1o fe also the eul• dlrtctor ot the company) 

:It f& lliJJ ldlfttiflcltlon 
a 1trt.-f&ll,Uf 

Hong Kong Identity Card Number 

•• • It: bMJ1nO Coun1ty &ii Number 

<:see 
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~ BJ li!! Company Number c ___ 435844 1 

#r~J§ ii!flll® Jt!J1Jl:(tlll.~#tltf~M 5 ~09 RflllfllflJ!&P<!) 
wnere the fOlloWing r@9isters ()! lhe ct~mpany are kept (if nOI kept at the registered office stated in Section 5) 

1ft Register I@! hi: Address 
JAJUUi!.fll} ,........---------------------, 

.· Register of Members N/A 

NIA 
flttfiiUt:flr A:ft!alllt I:: 
=~:of Debenture 
Holders rtt<mYJ ~..... ------------------------........J 

•*•mm~ftM§M~fi®*HM 
Period Covered by Accounts Submitted With this Form 
( ft..J,.i.\N/..tifi!IAfiJIUii A ptNate ~ I!Hd rnlf ~ !hili Sllt:liOfli 

aoo 1J! YYYY 

15 lffl)}Uf Certificate 

iltJJiiJ/I?IR.!lllt'l/.Ai.'IIJ ·IP:f'.Jl/!1 ·l!fiN!RitiJI· J 

~ 
To 

BDO 

(rhJs COOi1lcaPD should only b8 oomplered in ltl$p&et o/11 ¢-'are compar1y. It nor~~~~. p/Hsu dWBtfl.) 

:J 

*A If ~ ft iiJ 13 l:. ~ i9 f1f if. lJI tUt B JPI J;L * ( ~ JUrtfHiiJ ~ JfLtl ~ • ~ El kt 11: tiHJHII J.;U'fO • ~ tll 
RW~~~~·aRft~A±~Mft~~M-~~fltt-a:~~~~~-~~*~--B~B~ 
li+ • AtJifrMHU~~Jll • ~l!flll <~iHU'I> m 29{1Hbltl'f':!Jlllt»J..~t:.n+~•~otJA± • 
I CIH1ffy !hat the company has not, Since tb$ <krte of the last <mnual return (or since lncorpo.ration if lhl:s is lhe tlrst 
annual return), ls$ued any invit<t!ion to tl'l!J ,...bfic to $1.1bi>Ciibe for any shares or debentutes in lh& company and !hat 
lithe numbor of memoors J5 in el!CWS of SO as at th~;t date of this return, the oX®ss are petsoos who under sectlon 
29{1)(b) of the Companie-~S Ordinance are noc to be Included In the calculatioo of 50" 

ttl m AsM19rY Hili 
ffl :tf ~ BJ 111$ ~ 1\UIJJ1!1} iiJittlft} lltlilt'JOtJ <~III If $il f.t ag# l'JaiUt'Pll > ® liil 
.Ji ~ * • 'Mi 1$ ;fUUlti.ll m IUt ~t~.rl! ~ -li Jll t:E • 
All directors of tho cotnpany attt advised w t$ill;f Ulv l•tv~tt version of Ule 'Non-Statutwy 
Guldellnea on Directors' OutloJS' publlahod by tho CQmpanl" Rogiatty and acq~Jainl 
themsetvea wlth the (tenwal dutJn of dlreetont oulllned In the Guldollnoa. 

* If! 41 ft is M r Jll. j{ • Thla Aotum lnokr<Mla tho follOWing Contlnuotton Shut(a). 

.ll Jl ContinuatiOn Sbe&t(a} A 8 c D 

Jlf lit Number of pages (Nil) (Nil) 1 (Nil) 

l!t Hole e>) t1 W Signed : 

kt ~ Name : Panrn:ean Scerelarial Servl00$limited 
JI 11 Oii=eetel,.t• 4fJ Se()(ela;y • 

"lff/W:IF1'i!l/i#l C>Nis whlchev!N doflt1 nor am 

8 II Oato: 15/07/2009 
E1 00 I tl MM I If. YYYY 

t688 
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(tt Note 21) 

(it ll C ContinuatiOn Sheet C) 

;>:lilt Compall)tNumllot 

I 435844 1 

'ln::il'~r49:1rM~7.!fU:. "' JJt PIMH liclc tho nti!WSnt tm(t!J) 

tUI: 
Rntdontlal 
Address 

0 JIIJ 0 tiUillf. r· ............ N/A Dlrlldor Allemate Oii'Gctor 

[ 
CHEN, Jun 

ld! ,a; Surname 

(Nil) J 
l-----...--~-

{Nil) 

Room 601, No. 28. 366 Long. De Yuan Rood, 
Nan Xiang Town, Jia Ding Disrricl, Shangba.i. 
China 

(Nil) 

China 

5 41 



MJ~t:fl¥1~ 
Annual Return 

( (1}~•S~~> m 107(1)&) 
(C<lrnpaniO:$ Ordinance$. i07(1)) 

~,f! 
Form 

11-¥~ Filed I 

AR1 

1} iiJ II~ Company Hum bet 

l 435844 1 

SONIC JITA ENGINEERING LIMITED 

MtEIIIIJI9J?MPI./Jl.l:. .; It Pleal;& lick lhs tsf&VBfll box 

(2jfflllt*$9f/.A~li.l 
Ptivate oompany havin!J a share e;a.pital 

NJA 

0 ;Kf& 
Others 

* rfl ;tfi ~ B JVJ Date of this Return 

*•••nCD~-~~~B~-~"-M 
The rnformalioo ln lhis return is made up lo 1 15 07 2010 

8 00 R MM !f; Y'YVY 
tmMNR$~&A~~·$~NR.RMMM~~~g~M6~R*BM~ 
~R·m•R·~~·MRM~~NM·M~~~·**;em#~~·~· 
:A.·tt~··~lil~flllllSJI: • 
For • pt/vtl, ~ny hntng 11 1t1um1 capltltl, IJIIJ l-lll'orntllltlon '" thltt twiUm lfhoukl 
ixt medlt up to fM trtl!lm'Nt)' of lhfl dill ot ~tiM. For othf!¥ ~;CtnnnlH, 
trn. lflfofmlttJon Mloufd bf lfiiW up to IM fhlh) of thfl ,tMWtl ~ l'IIH'tl11g 
(AGM) w lht dmJI of wrlllm fNOiutiOI'I IH*Ud hllltu ol AGM.} 

5 It flit M tJf AI :Jt!! if Address of Regtstered Office 

Room 1708, Kai TakCommercial Building, 317-319 Des Voeux Road C., Hong Kong 

•• :!& 111: E-mail Address 

m HOlt 3) • ~ A l¥J Jl ft Presentor'& Reference 

;It!! Ji: Address: Room 1708, K.ni Tak Conuncn:ial B11ikling, 
317·319 Des Voet~x Road C., HOOJ Ko.-3 

11tlr& Tel: 2851 1823 11 ).lf Fax: 28Sl 1826 

ti.I:JG *:Ill: E!-meil Adclm$! 

fill Reference: 

1!R ~ « S :.f.:. For Ofnclal Ustt 

G42 



:n- iHfi It Company Number 

[ 435844: 1 

1ft.~ fi! Mortgages and Charges 

-~••s~·m•m~•co~•m>mM&$H•••~&~~~-~A••~•• 
Ia ~*lit IUUA 

· amount oul3tanding as of the date of lhls return on all mortgages and charges Which are required to 
registered with the RegiStrar of Companies putsuant to settlons 80 and 82 of the Companies 

Otdinance 

(NU) 

•• '* ~ liU !$ 1£ flit 13 Number ot Member(s) of a Company Not Having a Share Capital 
( fiN;f:JI)£.'iiJIJfi111Jtllitl/l Company havirlg a shsrl1 capital nflflll rwt ~ IN$ Stledoi!J 

M~*lftft. BJflll«J~IUt~ 
Number of Member{s) as at tho Date of thl$ Retum ~----------(N_i_l) _________ ~ 
Jli * Share Capital 
(I/UJl;FIXJ£:6J.JIII:II11/IfNII9 .lilt 10 lJ1 ~Y nclh.IW!g 4 fl.hiiN ciJP~ntJ flf)e</ not~ sections. 9 & 10) 

Ml! * !fJ t1 $t El ~ As at the Date of this Retum 

JIUHIJJ 
Class of Shares 

Ordinary 

•• 
Total 

ilUi!R* 
AuthoriZed 

Shar& 

Afliiti 
Tt>till 

Nominal Value + 

HKDIO,OOO.OO 

HKDlO,OOO.OO 

Bftff 
•~•ru 
Nl.lmber of 

Shares Issued 

(a) 

10,000 

10,000 

t M IU'Ul fiUl ft£ (fUll : *18 :ni • ~ 5& > 
Please specify the currency (e.g. HKD, USO) 

ellffllt* 
lssued Share Capital 

llll8 
Rff!H) 8iffi'JIItf&$tj 

11911'111 Mifilfltl 
Total Nominal 

Value af Stlares 
Issued t 
(a) x (b) 

HKDl.OO HKD 10,000.00 

HKDIO,OOO.OO 

Blff:tlllt!»$!J 
Bltit4\:Jifll 
f'f'i!l.tiUHIU 

Totti! Paid up Value 
or Shares Issued t 

premium) 

HKDJO,OOO.OO 

UKD lO,OOO.OO 

6<::00 
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1} D) it IJt Company Number 

1 435844 1 

~ WJ 1¥) If(. tl ~ 11t Details of Member(s) of a Company Having a Share Capital 
~HiiJ~.Il~'#l-rt:.IJJ • )11;/:JIID»~ rf'MMP1 ·11/IJIIIJI A fillfl. CMl,oltlty /?1Wifl9 II Sflarll CiW'ifBj mwl complltttJ this 

Cot'lf/flullliM ShHt A ff tiNrre /$ IMuf/fr;#r# $p4CII.) 

f911l BtJ Class of Shares'-1---~------o_rd_i_na_r_Y _________ --l 

lKt !» Shares 

lt~/-f!JfliJ .llkft JJlllH~HUt .... iU£ 
Name Address Current Transferred* Aemar!t:s 

Holding 
lUI Ellfl 

Number Oale 

-~ Room 501, Unit 4, Block 4, 2.3 Cha 5,000 
HUANO, Ran D-.w Kou West Road, Xi Hu District, 

Nanchang, Jlangxi Province, China 

MtiJt Room 601, No. 28, 366 Long, De 5,000 

CHEN.Jun Yuan Road, Nan Xiang Town, Jia 
Ding District, Shanghai, China 

•• Total 10,000 

·~&D1~••~~-m~•••~sm••c~•••~••••·~•e~~n•••m•, 
W&M••··M~M$M-~··:·S~MA~~e/~MM&rGtt~-RE~· * If there haV(t been any transfers of !he eompanys shares since the date ot the last annUill relum (or since 
JnoorporatiQn II thlsls 1he first annual retwn), please also provide details of the traMfer$; lhl.'l nome of !he tnmaferee 
should be slated In the 'Remurtts' column. 

!'llfJIIIII! M!OIIII tO:JJ) (2001 ~ 1 .PH 
Spoell\oaU(IIl No.. t12C08 ~}(Jill)' 2008) 

0£00 

S44 



2} I'JJ 11 'M company Number 

1 435844 1 

tftlftult.llual Stcretary 
, M/fJJIJ{B litl/1 U11e ~ Snell'! 8 II fl'ID(II thun t lnd•'¥fdlml MMit41/YI 

'----------·--1 
fUUUit: 
JotongKong 
AttldMtlal 
Addr••• ..______ __ J. 

• $'It" ldentlfk:ll1lon 

a 1UHt~UUUI 

Hong Kong Identity Catd Number '---------~----------......J 

•tt • * Issuing Country 

8. tAAIJ.(I&:tJ CorporateSecretary 
lhJIAitJ~!Jt:,,A.#IIfiMI6 •llllliiiJlB!/1111 Use C<lfltiltuatiM SMot 9 It mote IMrl I ~ttl PCf14tBI'fl 

q.;>Jt4iiM I 
Name In Chinen L----------~-m_~_-_ti_Dfl_:8j_fl_~_~_:U_'B_J ________ -l 

JE X~ M I Pan ocean Secretarial Services umile:d 
NamtlnEngllah '-------------------~--~ ______ ....., 

Room 1708. Kai Tak Commercial Building, 317-319 Des Voeux Road C .• 
Hong Kong 

ltJISJi!!IJI: 
E•mall Addme 

~ ·aJa M Company Numbtt 
(JUI.IIIJM£WIIIIt/l619'1A.AMJ 
(Only aptilicabl& to body COq;/Qiato rti{Jl-stflrtld in Hong Kong} 

(Nil) 

227964 

IHJJ{ Paga4 

t~00 
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(tt Note 20) 

i} ffj Jla" Company Number 

1 435844 J 

Ml£tiiH~MPUJ(fJ: ,. It Pleas• jfc;Jc ffllt NlitJViinl bOX{IISI 

:St!t 0 ll'llll 0 Mllfl!l$ 
capactty owectot Alternate OireetOI' 

N/A 

i!OR!Rt~ l ··]. 
Prevloue Names L--------------(N_il_) ------------.1~ 

(Nil) 

ttli: 
RealdenUal 
Addreea 

Room 50 I, Unit 4, Block 4, 23 Cha Dao Kou West 
Road, Xi Hu District, Nan<:hang, Jiangxi Provioce, 
China 

lit itt llllll ldentftlcatlort 
a ttilU,f' f911U II 

Hong Kong lctonti\y Card Number 

!ltlftllilet t/21)08 {t):t1Jl200& ftt HH 
ap.d!k:ltlM No. ti200II (Ae.lllon) {Juljl :!0081 

{Nil) 

N/A 

People's Republic of China J 

People's Republic of 
China 

004957151 

t£00 



{t:!;lllote 19) 

~ liJ All tY Company Nun\ber 

1 435844 1 

)..IVJIII M $ Corporate Dlrt.etor 
· {jtilfiJ.flfi45~.J..IIIf!IJf!JI· NIOJIU(D lJI/11 UH Conrlm.rilliert ShHt DilmM11han tco.rponlledifi1C.IIHtJ 

/lltEifii/#~MPitrJJ: "' It P~H¥•liclt 1M ~ ~(ftl 

1 * ffi' 0 fl • 0 t1Uf11$ [ftii Altemaw to 
C!lpaeit'Y Olreclor Alternale Director 

--~- ------------~ 

~~~• I 
NamelnChlnese ....__ _______________________ __j 

~3t:tM 
Name In Englfsh 

M!IU!!lJf: 
E·mall Addreas 

~ ii'J 8 Wf Company Humber 
(.Rif!II.Hrt!NIJHHIYIM).IIIIJ 
{OI't,Y ~ to biJdy ~ tegi!t/Jred ill HOt'll) Kl)llq) 

bf~t811Jiri!£MP/bl.l: "' II Plessellck liJe re1ewm1 ~(esJ 

2 ,(tft} D •• 0 tirHf11. 
Capactty Director Alternate Director 

!')t~·~· 
Name In Engllth 

~ iO • M ComJWW Humber 
(JtJ/Illlt'IEitiiiJI/fl#!i.i.J.611J 
(Only ~tJto to body co.tporate teg1aJsffid in Hong Konm 

] 

~£00 
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(I! Note20) 

(IIIJ.:.l1 coot'd) 

liS fl&MrVe Director 

~ Jij Ill tt Company Number 

1 435844 1 

~ .R W - ~ lllt Jlt jtij I( $. llii!IJ ~ 1}; .1.: 1\t -If lJ J1'IJ tJ. A 1} ifJ Only applicable to a private 
wtth only one member who hi' also the sole director or tho company) 

~3ttt:g I 
N~~meln Eng!lltl L---,.,..-::::;--,:::--------''-------,.--..--.,.-----------l 

.. ~ Sutnl!lme ~ * Ot!W Namet 

Mlfltt.fS 
Previous Namea 

-1 
'--------------------------------J 

~lJI: 
Residontlsi 
Address 

R' ff} 'If .lJJ ldontiflcaUon 
a lfillti&iU.UI 

Hong Kong ldenU!y Cal'd Number 

b 1111« 
Passport 

m•VJIQ• mooa (IJ:Ul (200e Sf' 1m 
$fl6dlle811on HO. 2I2Q08 CR6'WII!OIIIIJUIY ~ 
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£- J1J Ui tt Company Number 

1 435844 l 
-~~n~"•~w~~~~••~#ftms~~tt~~$-~) 
Address wherelhe lollowing regiSters of tho company are kept (If not kopt at the registered olfl(l(l $t<\~ad In Section 5') 

;tHe lilt Register It\~ Address 

a liltJHUllli ~,.----------,] 

Register of Members '-----------N-/A-------------1 

b ---~~Aft2~, I {JIJW«JJ 
Register of Debenture N/A 
Holders (ilanyJ ..__ ------------------------1. 

14m*•~~~®•M~~-~·~~ 
Period Covered by Accounts Submitted wllh this Form 
(f1.Af..\f1JJK~ItiJI A prfvatt1 r;t;mp.~Wff!flfd notCOflf(Xefelhi$ Her/On} 

!'! 
To 

BOO 

15 ltiJJfl Certificate 

IJtJffii'I/RU#ft. •• H .. 'li'J •IJF/'Wil/ · tnlf'hltiJI· J 

aoo !IMM 

(nUs Cfif1i!icate tihoultf otiiY C. completed in respecJ <>I# ~company. If not applieikbiiJ. plrlase de/ere.} 

] 

*A&~Q~~~-••••••s~a*~••m~••-~·wm~n•~•~•)·~• 
•ffire~~~·••Q•A±m•Q~~~Rm~•••:~~M~~•§ft*~M~am~~ 
:n+ · prJm-lift~~~litll • §t:JiHRII <~ll'HlfO • 29(1)(b)1ll1"f(tttJJ.Ail10t+.tim~t~tJA± • 
I certify that ltlo company has not. since tho date of the lai>l annual relufn (or since lncorpota110n if thJs Is the llrst 
annual reiUm). Issued any lnvitatioolo !he public lo aubScrlbe b: any sharM or debentures in U\e company and that 
if the numbe1 of membel'$ it; In excess of 00 as at II\& dale of this return, ~e excesa are per110ns whtl urlder si!Ction 
29(t)(b} of lheCompanl&.s C>roinance are not to be included In the calculation ot !50. 

11 m MviJON Halt 
JJf lHHIJ 11$ ~ I!IIUUHIIJ H: 1111 !4Uif4 atJ ( .fJ llll1iUS )It(£~# t.tl Ji! IN <JI ) li<Hl 
lfKR* • 1U!\illll!lltliJifffla~liiJIU.-AUUr • 
All dlreetors of the company ent advised to rod the lateet Yfl'Sion of 1he 'Non-Statutory 
Guldvllnes on Olrecto1'fl' Dutin' publlehii!CI by the Companiaa Regia.try and acquaint 
th~msetVQ with tile genoral duties of dfrec;lor• outlined In 1M Quldtllnu. 

* *ft .a ft -t£ i!f r= Jlf• Jl • Thla Ratum Includes tho tolfowlng Continuation She&t(a). 

• J( ContinUation Sheet($) A 8 c D 

1( 11: Number of pag.&a (Nil) (Nil) 1 (Nil) 

BM Date: 15/01/2010 
a DO I 11 MM I *ft. YYYY 

S£00 



~fa 
Form AR1 (It J{ C Continuation Sheet C) 

* ... "' s : ..... , ""'"'" 
1 ts 1 07 1 2010 

B 00 11 MM fl. YVVV 

I!AlfOJU!1! UB 12A Jii> Details of ln<fh!ldual Director (Seetton 12Al 

NtF..illf!JfJ!KMPillnJ: v"' Jt ~(t 1Sc1r th/1 relevant bol{(tl/1' 

• &,) 0 JUI D tiUUUJ 
Capacity Olr~or AIIMnate Oftector 

r:p~jt~ 

Name In Chinese 

CHEN, 

M1Htt4!i 
Previous Nemes (Nil) 

(Nil) 

(tt NOIB 20) {i: Jt 
R$&1dimtial 
Address 

Room 601, No, 28,366 Long, De Yuan Road, 
Niln Xiang Town, Jia Dill(j District, Shanghai, 
Chlna 

(Nil) 

~ if} IIIIJJ ldontlflcauon 

Hong l<ong ldenlJty C!lfd Number N/A 

Jun 

China 

a ., iiU't f9 DUUI I 
!f:l•A~:«:m~~JJIDL'!~fJJM~WJ~~-----=-3-:-::102=2=-=2~I9~6~,o~20~7":'"'04'"""':'"n=-----_..,.,.,..~ 

b ~=~I ~--~~~N~t~A~~--~'-----=~W~A~----~ 
lfllllliiM mooe (t)a'JI t2008 ff. 1 .1U 
Spee~I'>:Mial! No. mooe !AW~a~cn> ~ ~ 

11 ltlll1t lm,~lng Coonl.ly tit Ill Number 

9£08 
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Mtl:&.lffiJl!akil~iJ(~tE/MtE> 
Notification of Change of Secretary and Director 

(Appolntment/Cessation) 

( t:f~ Filed I 

( <~~•0'l> m 1s&{4) • <•AAl a 19A)., 
(Companlos Ord1nlltlce s. 158(4), (4M) & (9A)) ~!D2A 

t- !!J Jilt Company Number 

1 435844 1 

Name 

SONIC JJTA ENGINEERING LIMITED 

J! at,. WI Details of Change 

ff If/ If$~. £f Ces.satlon to Act as Sfcretary/Dfrector 
l/D1flli§-:S/1511/Jfflt111 • /ifh/MX A .filM fM CMtll!tlll/lot! SIIHt A if~ ltlitll t $tlCfMmy ,A;Iroctm CH1Mid to IICt) 

Jldi/MtitMI'/llJ.t .-' jf' PINst1 tJdr the ~Hnt balt{es) 

•~ D tam 0 ffi' D tUU«J~J 
Capacfty Secretary OlroctOI' Altemala 04rector 

1

ft tt Alternate to 

_ N/A 

Jun 
<to :!It it 4!1 Name In Chfne!l8 * ~ • ai Sl.lm!Utll.t In English * :!It .:& • (Mher NlV!Iea. In Engttah 

Itt$ A!\:iMllml.f81\:lt&!HIJ!IleJ 310222196702070417 

I : NIA J 
JAOR 

W: Nola S.l tlt ),Jill II .flJ. / ll'UU~PJ13t ~ ~ Jt ~fill 
Chinese and Englllh Nemes of Corporate Socr-ry/Director 

.f£IIHI 
Reason for Cllla&ation 

<tt Nllte 9l IIIUf: a JUJ 
Date of Couetlon 

D IUI/~ftk 
RGI$lgnation/OtMr& 

30 07 2010 
B 00 11 l'.IM lfi. YYYY 

Itt Note 101 IUUJJ ..b 11• Ef 1lf. / ttllt If$ :tf a f£ B »J it • :J1 s. AI at Ef ~ 1J Q(] 

tuur• / • • • «< 
PIHH lnclcato whelhtr tho dlrtctor /altornat. director who Ia caalling to act 
will conttnue kl hold offtctt aa al'tarn!Ma dlroc1or /director fn tho company attor 
tho date of oeiHtlon 

(tt Nott 4) I! 3'e A~- J.l P~Uentor"s Aef...enct 

it:@; Nam&: Panoocan Seattarlal Sicrvicc:s Umlted 

ft&lll: Address:: Room f108, Kai T11.1t Commercial Bulkllng, 
Jl'l·l19 Des VOWll Road C., tfoflgKon,g 

tUM Tel;28Stt823 

m• -~ E·mlllll Address: 

• M Referenc&; 

IIIIJJIII'I moot llml (2001 '1!7Rl 
$pldlcalb! M:l, tf20CII Cft!MII'ioll) fJulr 2000) 

N/A 

. . \ 
.41;ftfllll ,.;t!(;J!llli!O 

1 o JUN zon 

61180 
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lfi:No~t4) 

(It Ncte 15) 

(t! Nl>le HI) 

~ BJ 11 • Company Number 

1 435844 · · · J 

Details of Change {llttJ!t 1'-Qnrd) 

/ 1/J.. {ICJ * f.f Appointment or Individual Secretary /Director 
-~MAJ~W-/•~·MmMN8 •• 

8 it more lh#n llndivlduiJI S8Cfflfliry ~ isllpPO/frltld} 

UM"''IIIJ: .rIll Plt18$91~ me ro~tvsnt boK(11$J 

0 •• 0 •• 0 llfiOJl$ ,ft.-~ 
SecrelaiY Director Alternate Direct« _ 

:fl!J"' 
Allu 

(E:IJI: 
Ruldentlal 
Addreaa 

ltii1J$1.itl: 
E-mail Addr••• 

It ~If " ldonllllcatton 

a WllUHftllU!fiS 
Hong Kong Identity Card Number 

b liM! 
Passport 

a DO H MM It\ YYY'f 

If~ *1 JIUIJ /tll!UUJ :t.E Jllf ..1: ~UUUf ' :1!: i!i ~ ~ 1Jt 1£ ~It fiUIUJ /Jiif 
Please lndlcatAI whether tho director/ altamlte director WhOM eppolntment Is 
reported abow Ia already an e.ld&tl!'lg attemete director /director In the company at 
the~ of tM above appointment 

I! if5 &II£SSOfY.t49l! 

Mil Numbet 

lfi-~ ~!fiJ!f~aaa .. ~'"JI£111HI.till9 < :ffiiiiUfJtffatJ# tlHi!ltli.ll) 09GUr1tR* • 
mUU!UUUI 1Ji fiU.\tg ••-tUt f£ • 
All dlroctoro ot the company aro advlud to Md ttt• latest vert~lon of tho •Non-ttatutory 
Guld(lllnt$ on O)rt~Ctor&' OUt*oa' publlahecl by tho Comf*\in Regletry and acquaint thetnhlvtt$ 
with tho ganor•l eMit$ of dlrecton oudlned In the Guldoflnos. 

l:b S: M • 81 «t ~:lit Consent to Aot •• Dlrtetor 
*A lfUitfH£~ liJ ~ IU~ /tiUtJnJ • • iUIBIPf'- A. e lJt ._ 18 a · 
t con"nt to act aa a dlractot/alttmate dlrnto,.. of this company and confirm that I havo altaiMd the a9e 
of 18yn.... . 

•• Signed 

"~.lllll!# o.JJto whktlowv~ not apply 

IIIIJ'lft moD8 IIJJTI {20®. 1 In 
SJ*ibUIWl Nb. 2/lOOil (RMioftiiJI!Iy :1008) 



(I! Note 21) 

Ctt~o22) 

1} li.l II M Company Number 

[ 435844 

'll!l'l~'P!Jr;l):: >" It Ptuso rick llltt IIMW.tflf 11011(9S) 

0 :ff lD D flllJ 0 illlaltnS 11t If Allornate to 
Secretary DlreciOI Alternate OlnJCtQr , 

~,r;&fllt 
Namoln ChineN 

-:5(4!!111 
Namo In English 

ltUI: 
Addi'HS 

ill'ltl!.li: 
E-mail Addr•a 

1} l1J IJ M Company Number 
lR#Il!INEJ!II#IUIIIfJtMIIJII) 
{Only~ to bOdy~ rif1gf$terfil fn Hong Kong) 

~ f£ e M Date Of Appofntment 

aoo 1:1MM 

II 111M ll 1IJ /tl 118 'fl$ :m Bl #41: 11 JH£ lf4l • Jili!i iHfJ JJl £E atHIUI :tf $ /11$ 
Please fncHcatt Whelber the dlreotor /aftetT~ate direotor wtloae appointment te reported 
above Ia afroady alt exhdlng altornato dlfactor/dimtor In the company at tht lima Of 
the abova appointment 

11m Adylsorv Note 

'f.YYYY 

D Jl Vee 

0 1!i No 

m :fiJ ft ijJ 1f lU~HIIIUI1} BJ It Ill at •• ~ ( ff II !f$ lUUiJ # liOiUfi ~I > eeJ Al fi .W * • 
:~ttf:UUUUI fJi ll ll~ JUJ- Mt fHE • 
All d!rocto,.. or the compeoy arv advlud to re~ut lhe ltltt.t version of tna 'Non-Statutory 
Guidelines on Oll'fl'Ctol'$' Dutle1' publlahod by tho Comptmfee Registry and acquaint tham&&lvea 
wtth tho gonlf'AI cfutl&a of di,.ctonJ ou111nod In the Oc.dd(ltlnea. 

W if I'll~' Ill «r. lQJ It e Consent to Act as Dlrfttor 

*Afl tUt 1:. Jll ft BJ fl II • ..1: ~ 1} 1!J1 ~ ll tfHf ft flJ ~II$ /tUUnrt• • 
1, acting on bettalf of th• ebov. rntmed company. oonflrm that the aboVe company consenta to act a• a 

lrector/altemate dlraotor* ofthla company. 

ii'f Signed 

* W m lli!& t& 'f 1!1. )!!( • This NotlftcaUon lncludta tha toUowtng Contrnuatton StM!ot{a): 

ca Note Sl • W Signed 
i! :t Name HUNjO. Ran 

J1 $ Director /Mil SeGFetal)' • 
*IIIH!IR'i!JJI/Ir Dtlklll whldrsvfltdOI#I n«lfPPJY 

lltiJI~IW tnOO<i ('lfn £tOOII!f' HU 
$t>ldlltalloo No. MOC$ ~ MitY 200&) 

a 11 Date 30 I 07 l 2011 
El 00 I 1f MM I lf. YYYV 
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(ttNalo 7) 

{n:Noto 8) 

~lt.&Jf¥HI$Jflil~· 
Notification of Resignation of 

Secretary and Director 
<*flJ•~m 1570(2)G&m> 

{Coo\panies Oldinance s. t570(2) Provisc) 
~-t& 
Form 

I ff:~ Filed} 

04 
~ iiJ II t;t Company Numbel 

1 435844 1 

SONIC JlTA ENGINEERING LIMITED 

It Jll.~ tF / 1lf $ ~ Yt *f. Particulars of the Resigning Secretary /Director 
M~?111tl "" , Pif$SO Jlclr tlttl lflollwal'll boK{.fiS) 

ltflt D ~~~~ 0 •• D lUIJIU~ 
Capacity Secretaty Director Altemate Director 

l·ft ff Aliemtlto to 
N/A 

fll}.. .f& • / Jf ll ag f! .:g Name of lndlvtdulf Secrettry/ Dlreet.or 

[~ ~~ I : . CHEN, I Jun 

If! :!t a~ Name In Chii'UlS& * ;lt j!k lt Suri'IM'IO ln EngiSh Ji; )t 4!\ !J!: OlhOl Ntm'JM In EngliSh 

rt~-A~3tftllllmi&!tbtrui~Ii1 310222196702070417 

.,OR 

~A·R~W/·$~$~A~~~-
Chlntae and :?!Ish Narnea of Corporal$ Secretary/Director 

••sM 
Date of Realgnatlon 07 30 

aoo 
2010 

-~~~~•~••/••••~•ftama·•w•••~~~~ 
i!IH!Ui tJ /11$ fAflt 
Plea~~t Indicate WhtltMr the Dlrector/Aitarnillte Director c:nllng to aot wfll 
continua to hOld omce n Alternate Dlrolltor /Direrrt.or In the Campany after 
tho dato of eoautton 

0 JiYH 

EJ lf NO 

Itt Nole 3) tt ~A lltJ J( M Preaentot'e Reference II $'J m A ;t;: II For Official Un 

k! 4§ Name: Panocoan Secr&tarfal SeMoes Umlled 

;!$ t1: Adcltess: Room 1'108. kii T11k CommeteiaJ Buihli11g, 
317·319 D1:11 Vocu11 RotdC .. Hon~ICong 

tttlf& Tel: 28511823 

flU\~ :I$ :It E-mai Addte$$: 

1r tt Reference: 

llillllll~ 2/201)4 {tm} (21»4 • 21fl 
S~*i~k*~OIINO. ~~ (FIIII.20<H) 

111111111 
220Cl08US8Z 
04 
tOJOGf2011 

10 JUN 1011 
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04 

If 8 mi ~ Notice of Resignation 

llltEHIIJKMflllltl "' It Pttw~t~llt:k ~n. ~Nvanr bo.w: 

1& l!J lilt Company Number 

[ 435844 1 

0 ~~~-~~~-fi~~•*Aft~~~nn~••®m~·*A•~•~ 
~•m••~~:*A~B~•fl•~m~a~u•••~· 
I am required by the ai'Ucfes of the above-named COmpany or by an agreement 
made with the Company to gfve nollce of resignation to the Company and I have 
gfven such noUce of resfgnatton In accordance wlth the refevant requirement. 

0 -~~•*~••~-~~*A••e~n~~-•~••·*A~~-9 
~It W lUI R !In • *A ~BfHk if :ff I'IUIB II l!Hili~ • W. B lf!l!J B if 3( Jlf It llfft 

-~-~~~~~ttOOM$8····-~--~---*~ 1 am requtred by the articles of the above-named Company or by an agreement 
m~ with the Company to give notice ot resJgrnttlon to the Company. I have nat 
given the notice of resignation in accordance with the requirement but have sent 
the notice of resignation by post to. or by leaving Jt at, the registered office of the 
Company. 

0 •m~•e~~-fi~~•*A~••~n~®&Ra&•*A~-~~Q 
WIIHU It Ill Jil ~ • 
I am not requfred by the articles of the above-named Company or by any 
agreement made with the Company to give notice of resignation to the Company. 

___ , /nJ~ 
~~Name ;--~==C~.H~E~N~,~~=:.l~~~ 

lf•llYM-/iiUt • 
Resigning ~,Mary/Ottector • 

• M~~Ht::r:li/lltl Dtfftro ~ d<1e8 noti!PPIY 

El JOI Date 30/07/2010 
$00 I R MM I fV..YVYY 

r;r:c: 
\_..· '- ...... ..' 



18.1' a !I tmeortal!t Notes 

• #U'tJUM4HII {11~-~) • 
am:~~am#.JJJEJJ • 

IEO~Ift¥i~ 
Annual Return 

( (1}'!].9'9) ;A 107{1)~) 
(Comj)lll'lles Ordinance s, 1 07(1 )) 

• Plea&e read the accompanying no4es before completing lh.is form. 
Plea&e print in ~:!Jilek ink. 

1 'll- '6] ;S .fl Company Name 

I ff:·~ Filed I 
~m 
Form AR1 

* 'flJ Ialii Company Number 

1 . 435844 ·-~ 

I SONIC JITA ENGINEERING LIMITED 

2 iflj M ;:g fJ Buslness Name 

I NIA 

3 'll- a:J II ]jtJ Type of Company 

ll/t£/A'ItiJIIJ!i!MWIXJ.J: .t' Jt Plesse !Jell the rBt'evant (lex 

0 tf It* U;JfJ. )d~ 'iiJ D #fill 
Private company having a share capital 

4 A$: J;ft • ~ 811! Date ofthis Return 

*·~~~-·~--~ftS~-~~-The infotmallon lt1 thir> return is made up to 

Others 

Cklll1f II$ #f/.$,)..1.~ Ill • * tf1 II!RII Jlllt IUJ~ fl/!itJl.IUfllll'#f fll F.l JI!J#/ 
RN·#·X~~~·mR$JIIJ.NM6M~~~R*~~SJI!J«~~·W* 
~tt#'i.iNMJ611JSJflb.Jt· 
FQt • ~ comp.~~~~y hmng 11 illhato cap#t/11, tlltt Information in thlsiiJIWn sho~Jhi 
be made up lo the annl'vwtJ'IIry of lht d'll!ill of lrn:OIJH>I'tlon. For other tX>mp.mos, 
the lnfotm.ltton IJhould be m#de up to Uht dtte of 1m~ MniHH gtf'lfll'## mottirlg 
(AGlM) or th• d.llto of written rosolulfon p~~.:snd in Ntu of IIGM.) 

Itt Note 9) 5 tt iHJ tl1f $!It~ til:: Address of Rogl$tered Office 

L~ 15 
eoo 

Room 1708, Kai Tak Commercial Building, 3 i 7-319 Des Voeux Road C., Hong Kong 

Jtl! Jli: Address: Room 11()11, Kai Tak Commercial !Miding, 
3 17·319 Des Voeul! Rood c .. Hoot~ Ko.na 

ll'U& Tel: 

fit II Jt!l.ll!; E-nmil Address: 

II U Reference: 

lliiJI•• :mooe uJm t2oos If' 1 Hl 
Sf*l!ca!IM Ho, 2120011 (~} (»! a®S) 

0010 



~ "I 18 Wl Company Number 

1 435844 I 

JISt. f:lll Ia Mortgaga& and ChargttS 

M*•••a~·m••m•<oq•fl>~»&maz•m~~e-aw••••~~~m 
l'!'ae~*•••• 

.Total amount cMs.tamllng as of the date of this return on all mortgages and charges whk:h are reoquired to 
be registered With the Regls.ttar of Companies pursu;;~nt to secllons 80 and 82 of ltle Compat~ies 
Otdlnance 

[ (Nil) J 
;lW& *'* BJ trtJ ntfllfi Sl Number of Member(s) of a Company Not Having a Share Capit{ll 
(1/J11*4':;J,.t;;tJ((J/IIltlllitl/'l CompiVIy harlft!J i1 shltN O#llita/tttltd 1101 ~this ~I} 

-.m:.tclftftrttam~At:.I!IB:lll 
Number of Member(a) aa at the Date of this R.turn (Nil) 

IIQ:* Share Capital 
tiffl/l~}llf}MJirlKIH!If9 A#! 1D 'II ~ny lfOt IIM<ing e $~ cspJW ttf)erJ not eompAmt soolfcM ~ & 10) 

• :n * !flll ~ a WJ As at lh& Date of this Return 

IIUHflJP.f 
of Shares 

Ordinacy 

•• 
Total 

Ji'li!fti* 
Authorized 

Share 

Jfiliil 
Tot./ 

Nominal Value t 

HKDlO;OOO.OO 

HKD 10,000.00 

etta 
llUUUJ 
Number of 

Shares. Issued 

(a} 

10,000 

10,000 

t Bill: IJl JUtJJI, & UJUD ; ,_ ;t • J$ ffi 1 
Pklase specify lhe currency (e.g. HKO, USO) 

eBf'T!It* 
Issued Share Capital 

Iit.l'E! 
ttfilli~ E.B-ffliUHt'~ 
B':IIIIHI Miiii'R 

Total Nominal 
Value of Shares 

hi!Sinldt 

(a) .x {b) 

HKOLOO HKDI 0,000.00 

HKDIO,:OOO.OO 

89t'il!l&li!tJ 
ell:tUtJlm 
('F @t¥6~11) 

Totttl Paid up Value 
of Shares lss~n~d t 

HKDIO.OOO.OO 

-

HKDI 0,000.00 

r- r: 7 
.... -· ... _ j 



11- 'l:l'] Ill ~ Company Number 

AR1 
1 4J5844 1 

10 :f¥1 JN: :-$ ~ ii'.J tl') rb.ll ~ 1Jtf Details of Member(s) of a Company Having a Share Capital 
(#11:/>IJfJi.\ liJ~.IIlJllllltlfl• JOJIUft!aJIIt r?lf¥'H8PI · Jlf/111/fJ!l A JAI!I • Compi111)1 hal'ing B t>fllm1 f:apjtat mv,~;r OOJ!tl>l~t• th/.s 
ucJ/ort, VH Continuation Shllet A if lils" fl instlfffcient ~r:.t,l 

a i ;.f,: !fJ ftt W 8 t!R !Y;i lit A &! f! Details of MemberCsl ru> at the Q!te Qf mrs Return 

PR &.} IUJf Class or Sharesl~.., __________ o_r_d_ina_ry __________ __.s 

··-
J1Q 6} Shares 

i 
tl;;&/~fll Jt!:.ltt JliiHH9:11 

u· J IJU£ 
Name Address Current Transferre~ • , Remarks 

Holding 
tl§ HIOI 

Numb&r Dale 

Jif:8 Room 50 I, Unit 4, Block 4, 23 Cha 10,00(1 
HUANG, Ran DiilO Kou West Road, Xi Hu Dl$tricl, 

Nanchang, Jiangl(i Province, China 

~-
Room 601, No. 28, 366 Lf)llg, De {Nil) 5,001) 3017/2010 Tmnsrerred 

CHEN, Jun Yuan Road, Nan Xiang Town, lia toHUANC, 
Ding District, Shanghai, China Ran 

i 

" 

·-•• Total 10,000 

*~~~~-~~x-$~~*•~s~~*i~•·~~~•••·~~~~~~~~•~*' 
~~~••·~-~-~--~~-:~~~-A~~~/~M~~r~nJ-•~~· * If there have bHn any rransters or tile eompany's &haTes since the dale of the lasl annual teturn {ot $ince 
lne»rporallon i1 this is the fiT$1 annual return). please also provide detalb of the transfers; lhe nam.e of the transferee 
shOUld be .staled ln tha 'Remarks' column. 

lll'llltllf mooa caun ~~* iJ! 1 ij) 
Spt(ificlllion Ho. ZI2008 Cll~tltln) (Jutt 20U) 

!IIEJ( Pago3 

0012 

i 

i 
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ut Hoolo 16} 

(tl; Hole 17} 

all Hole 1S) 

AR1 
~ 1!1J !I til Company Number 

[, 43;844 1 

11 fj f1 Secretary 

A, 1'lil AS If Individual Secretary 
(J!JNJII~:l$1/¥.-{ Mllf • /ll!fiJW)!f B 1)(!/1 Uss Cot!t\\>Juat~oH ShHt B if l'll(Jn, lmttt ' lmliWdullt Sl!Mtlii/Y} 

tf!:lt:it.& 
Name In Chfnes• 

~------------------------------------------------~ 

RfrJUt:t. 
Previous Names 

lffitlttiJI: 
Hong Kong 
Resfd«rntlal 
Addntas 

:ft 6} ll!JJ ldentlf'lealion 

a If JlUHHJUU.1S 
Hong Kong ldenl!ty Card Number '------~ ----------____ ___. 

\t if Number 

B. }1LA. 11 JIU& S Corporate Secretary 
f!OIQJ!I-45fMWJI/illl • MI!IIIIJ!l 8 111'1/f w Conllnuation ShHt 8 II moto lhan t ~r~r mcm~S~rl 

If! jt :t. .. 'I Nam•ln Chinese ~~fiHIIlU~~rlfH.~'~'J 

~ Jt :4!HII j Panocean Secretarial Services Limited 
Name ln English "-------------------------·-----' 

WXUUl: 
Hong Kong 
Addreu 

R<>om 17(}8, Kai Tak C<>mmercial Building, 3 t 7~319 Des Voeux Rood C .. 
Hong~ong 

~ 1IJ 5 tit Company Numb« 
(RifHII!ti:Nltllllf!JilA.AIIIi 
(OnlY tpplit::eble 101/(idy~kt ntgfst!JJVd ill Hong Kong) 

(Nil) 

227964 

t' J".:'C 
,,., \_. ,..-!' 



ilL Note 21) 

(,1,£ Note221 

AR1 435844 

fit 1J Directors 

A. i!l A It$ Individual Director 
(JIJJ/IJ/1-:IJ{W).ifi/I•IJI/IIIIIJIC IJI~ Ute ~lion Sheel c i'f moro IMn 1 indh>Jdlull dltecfo(} 

Jitfli6!11/t'f~!ll'fiii!J: ,/ « Pft4utlr;klt>4t~twx(65) 

• f9 [2] it~ 0 tiHI iii$ ~I} Allemate to 
Capacity Director Alternate Director 

KIA 

IP)Clt;g I 
Ham& in Chino.o '--------------*-~-·~--------------~ 

~)(*t:t. I 
Name in Engllah '----..-H::-U-:A:-N_G_, ___ _L__ _____ -:::-:::-:::R::::ca::-:n-:-:::-:-:-:-:-------" 

~ 11: SurMma f., !f. Otbet NaMO$ 

JFJIUii:S l 
Prevloua Namtta ._ ____________ <_N_i_l) ___________ ---' 

(Nil) 

(!fJI: 
Reflldtmtlal 
AddrviiU' 

Room 501, Unit4, Block 4, 23 Cha Dao Kou West People's Republic of 
Road, Xi Hu District, Nanchang, Jiangxi Province, China 

--~:ld; E.fllall Addras• 

China 

&t 6} ll!Jl ld..mtlflcalion 
a lUHt&HI t!Hl5 

Hong Kong kh1n11ty Card Number 

b 111!1 
Panport 

m"JJIItt 2nooa ctun 12ooe ljl7'll 
Speeo~~c.IIM No. moce !Rt'liJicfl) IAAJ 2:008) 

(Nil) 

NIA 

People's Republic of China 004957151 

lfl]i){ Page:; 

0014 
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(.I! Note 23) 

U! Note 1$) 

AR1 
i} l!IJ iS it Company Number 

1 435844 1 

if* Directors atU'R conrd) 

B. >a A.IJ I! 11 • Corporate Direct<~, 

C#lli!IJ6{ff$St:..A.JIHfl.if/Jf •/11/fl!lflf 0 f)ftiJI U$0! ComiOOStton snee: 0 if llfO(f Nl"' 2 C0q10falt aireefMJ 

tlttillli!Y7!.!fllf'f!/(J.i: "' If P~M rick thtl /liSitvo~~nr tm(e$1 

1 Jt(!) 0 ilt'$ 0 IUUUJ 
Cl!tnetly Director Alternate Ofteclof 

<P:X::&I¥ [ 
NameloCtltnoso '-----------------

JO't:i1$1 
Namo m EnvllliJh 

J.tti: 
Address 

2} 1fJ • ft C(lnlpaoy Number 
l.RJimlftE~PIIIIJIV~VJV..MJ~J 
(Oil/y ~to body ~orattJ ~din Hoof/ l(ong) 

/1(/fJHifJR'I!ZMfW!!J(JJ: ./ tt Pfii8Sil ticft lhtJ ~ bcNc(u) 

·o-·••·-~·· ___,} 

1 

2 lUl 0 if$ 0 •MJf:dJ Itt• Altemateto ~ 
Capacity Oiteclor Alll:lmate Olrect()l( • 

~·-~·-~-· 

tfl.lt:&M I = 
NamolnChlne8t:l '----------·-------------------' 

JtJC:&!lll 
Name In English 

t~UUkttt 
!·mall Addr&N 

I 
~ ~ IQ \t Company Number 
fftJJJII!IttlW/ItlH~AIIIJ1J 
{Only ~ble to bCld)' (.'(Hp(lf!Jie re~ a. Hr.Jng KMg} 

!MlJIIIIt ~12M& ftJUH~oos~ 1 ») 
~1'1 No. 212006 (Re\II!I(Qft} (Jvtf 2«18) 



{,tt Note 20) 

(lt Note 21) 

(1!; Note 22) 

AR1 
1l ¥ Olrectors (!IJ:.]!{ com'dl 

C • 11 f£ iHI Reserve Director 

ft WJ Mi ~ Company Numb&r 

1 435~44-:: 1 

!R jl m ~ .R llf- !& ~ Jll ifif. !P. Jl fl!illlf 11' :J! Ill- III us l'l9 fj, A 1} l'J Only oppilcBble lO I private 
compal"')' wilh only one membetwho Is atao lhe sole dlmctor of lhe company) 

~)l;:it:g I 
Name In English L---.:r-w-=~~--.1.....-----

~ ·~ SIKll\lll'llt -$=l"F-0""1-,-I>It-,""'Na-m-e-s -------J 

iliHJl /It :t. 
P~~t~ous Names 

fHI: 
RiiiSfdential 
Adctton 

'--------------------- -~-- ... 

• ~ m iVJ ld&ntifloatlon 
a W ifUt M iUUIII 

Htlfl9 Kong k'lenlity Card Number 

b 

0016 
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~~ 
Form 

~ ~ £1 ~ Company Number 

1 435844 1 AR1 
13 ~ Q(! 1m Regt$ters 

~ 8.1 NIH~ "F flHUC.IJ l'f.J J1t: lt I~ !ltd"~ fRi tHU~ 5 ljli I'IIJ itt lllll\UHA f*IJ 
Addt'es& whel'l.l the following ragistt'lrs o1 th$ oompany 31'EJ kept {it !lOt kepi at iM registered office stated in Sec:liO'f1 5) 

:Jl ~ ilt Register 

a ~JilJtta• 
Register of Members 

b trHIIUf~ A!f:E11lt 
(JIJIW/J,f) 
Regl$ter of OebenMe 
Holders (if IJI'Iy} 

N/A 

N/A 

-~~ 14M*~m~~~•§m~•~-~~ 

liE Note 25) 

Period Covered by Accounts Submltted with this Form 
(~,..{ i.'fi/JilffiJ(fHJ/tf/1 A pi(Yat& Wfl1'll'&'IY Mild flOt compf&l8 lbi8 &&<:t/Oil} 

ADO if YYYY 

1 5 I! IV! IF Certificate 

(lti/1I!NI.RJIIIIJJN'tA £.'til • JD:r:iillll• ltHftiitlfi •) 

1B 
To 

(T/1ft u.rt'if.lcare shollkl only bit~ In r:~MpBCt ct• ~ comp!lfly. If fl<I:R ~Off. (1/0IJ$8 r1tll1111.} 

*A•~em~~-••••~•sma•!~•w•~•••~·M~~~-·~••,·•~ 
w~~~~~·•me•A±mae~e~~•~•••:~~~~~m~n*~~•sm~~ 
li+ • WJMMrlfU'-JiiUt • ~dlHUI Cei!Jt'UO tfl 29{1)(b)A~$UtWA!ll'i+~Cipj~}..± · 
I certify that thu COIJ1POO)' h3$ not, S>lnce the date of the last annual retum (or $lnce ~ncorporaliM if Ibis i$ U1e first 
annual return). rssued any lnYIIatlon to !be public to subseribe for any shares or debentures in the cornplilny and ttlal 
lf the number rJI m$1Jibers 1$ In OXCfl$$ ol 5[) aa at the d&to of lhi& re4um, lhe exceM are persons who und~tt seclion 
l9(1)(b) ot'the Companies Ordinance are nlit to be lndudt'ld in the calculatlon or 00. 

$ If! ll !& ill llli 'f 1tllt };( • This Return lnc:lude. the fo41ovilng Conlinualion Slleet(s}. 

• )l( continuation Shoot(s) A B c 0 I 

)!!(It Humber of pages (Nil) (Nil) (Nil) {Nil) I 

0! Note SJ ii" Signed : ~-
it~ Name : HUANG. Ran 

M lJt Director /tiiHll-8~ • 
"11/if~:r:•mn DofQ whith11ver dou no~ ~ 

£J WI Date: 15/07/2011 
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1998 No.A 

IN THE HIGH COURT OF THE 

HONG KONG SPECIAL ADMINISTRATIVE REGION 

Dated the 

Filed the 

COURT OF FIRST INSTANCE 

HUA DAO SHIPPING 
(FAR EAST) LIMITED l st Plaintiff 

BM SHIPPING GROUP SRL. 2nd Plaintiff 

and 

SINO-WOOD PARTNERS LIMITEDDefendant 

WRIT OF SUMMONS 

~ 4 APR 'IQ9? 
aay or 1998 

RICHARDS BUTLER 
Solicitors for the Plaintiffs 

20th Floor, Alexandra House 
Chater Road, Hong Kong 

Tel: 2810 8008 
Fax: 2&10 1607 

Our Ref: DASiWJGB\kf\H269-00I 
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STATEMENT OF CLAIM 

1. At all material times the 1st Plaintiff was a Hong Kong registered shipping and 
forwarding company providing, inter alia, agency and transhipment services and 
the 2nd Plaintiff was a shipping company based in Genoa, Italy. 

2. The Defendant was at all material times a trading company registered in Hong 
Kong. 

3. By an agreement dated l st October 1997 betvveen the 2nd Plaintiff the parent 
company of the 1st Plaintiff and Sonic Jita Engineering Company Limited 
("Sonic Jita") an associated company of the Defendant (the 11Freight Agreement") 
it was agreed that freight and transhipment services would be supplied by the 
2nd Plaintiff to Sonic Jita in respect of a cargo of one complete plywood 
manufacturing line (the "Cargo") shipped from Kotka, Finland to Gaoyao, the 
PRC via Hong Kong. 

4. Pursuant to the Freight Agreement, the 2nd Plaintiffs arranged shipment of the 
Cargo from Kotka to Hong Kong on board the vessel"MED GENOA" and the 
Defendant, assuming the liability of Sonic Jita under the Freight Agreement, paid 
the 2nd Plaintiff in full for the ocean freight from Kotka to Hong Kong. 

5. It was a term of the Freight Agreement that Sonic Jita would pay the 
transhipment costs to the 2nd Plaintiffs within three days of the receipt by the 
Defendant of the bills of lading issued on transhipment and the transhipment cost 
invoices. 

6. The 1st Plaintiff arranged the transhipment of the Cargo at Hong Kong and then 
arranged onward shipment from Hong Kong to Gaoyao, such services being set 
out in the 1st Plaintiffs invoices nos.HDS970130 and HDS970135 dated 29th 
December 1997 totalling HK$397,413.01 and issued to the Defendant on behalf 
of the 2nd Plaintiff. The amounts of the invoices were calculated by reference 
to measurements made of the Cargo at Kotka, Finland. 

7. The Defendant disputed the Cargo measurements and declined to settle the 1st 
Plaintiff's invoices in full. However, the Defendant acknowledged liability to 
the 1st Plaintiff for at least part of the transhipment cost on 26th January 1998 
and made a part payment of US$100,000 to the lst Plaintiff. 

8. In a meeting dated on or around 16th February 1998 between inter alia Mr. 
Guido Ferrando, a Director of the 1st Plaintiff and Mr. Wilson Kam, a manager 
of the Defendant, the Defendant produced a schedule entitled "Freight 
Calculation for Gaoyao Project" setting out the amounts it claimed to owe to the 
1st and/or 2nd Plaintiffs in respect of the transhipment. These calculation of 
these an10unts was based on the Defendant's own measurements of the Cargo 
carried out at Gaoyao in the absence of the 1st and 2nd Plaintiffs. TI1e 1st 
andior 2nd Plaintiffs agreed to accept the amount set out in the schedule, 
US$204,363. 70, as an initial payment leaving the balance of the amount owed 
by the Defendant and/or Sonic Jita to the 1st and/or 2nd Plaintiffs to be resolved 
in arbitration. 

r: 



9. Wrongfully and in breach of the agreement set out in paragraph 7 above the 
Defendant have failed to pay the Plaintiffs the agreed amount or any further 
amount at all in respect of the transhipment and the 1st and 2nd Plaintiffs have 
suffered loss and/or damage as a result of the Defendant's breach. 

Particulars 

A. ·The 1st Plaintiff rendered invoices in respect of the services it provided to the 
Defendant. 

DATE 

29.12.96 

29.12.97 

Less sum already paid 

REFERENCE 

HDS970130 

HDS970135 

AMOUNT 

US$366,413W 

US$ 27/mJ12 

Total: US$394,413.01 

Less amount in dispute to be referred to arbitration 

US$100,00).00 

US$ 90.094.31 

US$204363.70 Balance owed to the 1st and/or 2nd Plaintiff 

B. The Plaintiff claims interest pursuant to Section 48 of the Supreme Court 
Ordinance for such periods and at such rate as tltis Honourable Court deems fit. 

AND THE PLAINTIFF CLAIMS:-

1. US$204,363. 70; 

2. Alternatively damages; 

3. Interest; 

4. Costs; and 

5. Further or other relief; 

RlCHARDS BUTLER 
Solicitors for the Plaintiff 

This Writ was issued by Richards Butler of 20th Floor, Alexandra House, Chater Road, 
Hong Kong, Solicitors for the Plaintiff, whose addresses are (1) is Units 1-10, 14fF., 
Boss Commercial Centre, 28 Ferry Street, Kowloon and (2) 5, G. da Verrazzano, 54036 
Marina di Canara, Italy. 

(LIT\H269·0CI.002) - 3 -
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This is Exhibit "RRR" mentioned and referred to in the Affidavit of 

Stephen Gowan Chandler, sworn before me in the Hong Kong Special 

Administrative Region of the People's Republic of China this 29th day 

of February 20 12. 

A Notary Public 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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STAMP OFFICE, INLAND REVENUE DEPARTMENT, 
HONG KONG SPECIAL ADMINISTRATIVE REGION 

3/F, Revenue Tower, 
5 Gloucester Road, Wan Chai, Hong Kong. 

Telephone No. 2594 320 I 
Web Site: www.ird.gov.hk 

STAMPING PROCEDURES AND EXPLANATORY NOTES 

Stamping of Shares Transfer 

Contract Notes 

Contract notes are required to be executed and stamped within a specified period (see 
para. 5 below) after any sale or purchase of Hong Kong stocks is effected. While there is no 
specified format of such instruments, the Stamp Duty Ordinance requires that a Contract Note 
should contain the following particulars -

a) whether the person effecting the sale or purchase of the Hong Kong stock is acting as 
principal or agent and, if as agent, the name of the principal; 

b) the date ofthe transaction and of the making of the contract note; 

c) the quantity and description of such Hong Kong stock; 

d) the price per unit of such Hong Kong stock and the amount of the consideration or, in 
the case of an exchange, particulars of the property for which such Hong Kong stock is 
exchanged; and 

e) the date of settlement. 

2. Contract notes are stamped by reference to the price paid. If the price paid is 
considered substantially below the market value of the shares, stamp duty will be assessed based 
on the market value of the shares as at the date of sale and purchase/ transfer of the shares. For 
quoted shares, the last closing price of the stock in the Stock Exchange of Hong Kong will 
normally be accepted as the value of the share transferred for the purpose of calculating stamp duty. 
In the case of unquoted shares, the value of the stock has to be ascertained from the latest accounts 
oft he company. Other supplementary infom1ation may also be enquired if so warranted. 

3. Contract notes are NOT required in the case of transferring shares as a gift. In such a 
scenario, the instrument of transfer is chargeable to a fixed duty of $5 plus the full ad valorem 
stamp by reference to the value of shares transferred. 

Supporting Documents Required 

4. While stamp duty on transactions on quoted shares are usually collected through the 
Stock Exchange and the contra.:t notes are made and stamped by the stock brokers with 
authorization from the Collector of Stamp Revenue, contract notes and instruments of transfer of 
unquoted shares should be presented to the Stamp Office for stamping. To enable the Stamp 
Office to assess the proper amount of stamp duty payable, the following documents and 
information should be submitted together with the transfer documents -

(a) the Memorandum and Articles of Association of the company of which shares are being 
transferred; 

(b) a certified true copy of the Agreement for Sale and Purchase of the shares if there is any, 
or otherwise, a confirmation by way of a letter signed by either the vendor or purchaser 
that no such an agreement exists; 

(c) a statement on whether the Company has acquired any landed property, rights to acquire 
landed property or investments and, if so, with a completed schedule of property in the 
proforma as attached; 

~.. ., ~c~ v-6(1 
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(d) the following documents if the company involved has commenced business-
• the latest audited accounts of the company; 

certified management accounts of the company made up to a date close to the date 
of transfer, if the audited accounts are not made up to a date within 6 months prior 
to the date of this transaction; 
a certified copy of the Return of Allotments for increase of share capital (if 
relevant); and 

• a certified copy of the resolution of meetings of directors for dividends paid or 
payable (if relevant); and 

(e) where the company is a recently incorporated one which has not yet commenced 
business and that no audited accounts have been prepared, a written confirmation is 
required. 

Time for Stamping 

5. Stamp duty is payable within the following specified time:-

Nature of Document Time for Stamping 
Contract Note for sale or purchase of 2 days after the sale or purchase, 
any Hong Kong stock if effected in Hong Kong ; 

30 days after the sale or purchase, 
if effected elsewhere 

Transfer operating as a voluntary 7 days after execution; 
disposition inter vivos (i.e. gift) 30 davs after execution if executed outside Hong Kong 
Transfer of any other kind before execution; 

30 dm after execution if executed outside Hong Kong 

[For the current rates of stamp duty, a separate information sheet is available from the Stamp 
Office.} 

Late Penalty 

6. Late stamping is subject to the payment of penalty as follows:-

Stamping Delay Penalty 
not exceeding I month 2 times the amount of stamp duty 
exceeding I month but not exceeding 2 months 4 times the amount of stamp duty 
in any other case I 0 times the amount of stamp duty 

Any request for remission of late penalty should be made in writing with full explanations of the 
delay and supporting evidence. The Collector may remit wholly or partly the penalty payable 
depending on individual circumstances. 

How to stamp and Enquiries 

7. The documents may be presented to the Stamp Office in person or be sent in by post. 
The service hours of the Stamp Office are as follows:-

Monday to Friday 8:45 a.m. to 5:00p.m. 

STAMP OFFICE 
March 2006 
U3/SOG/PN04A(8/2009) 
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INLAND REVENUE DEPARTMEN'l~ STAMI' OFFICE 
3/f. Revenue Tower. 5 Gloucester Road. 

Wan Chai, Hong Kong. 

'II!:'ZU\:<01; Tel. No. : 2594 3201 l~:~xfi!f.ti fax No .. 2519 6740 
·,·tJ:![ljl E-mail: ta'l:sdo@ird.gov.hk >W']J:ll:: Web Si tc: www.ird.gov.hk 

[ewm~A0~····~~~·~+~•·*U0~4a&.a4·~~··MS8*#···~··6···~··-J 
['Ibis form should be completed when applying tor stamping of share transfers of private companies which own/have owned landed properties at the time of transfer or the latest audited accounting date. J 

f:1{: f.[J1'€ffl:~~~~ ?m~llf1~ Schedule of Landed Properties 
To: Collector of Stamp Revenue 1frM!lml:15.1~~ Relating to Transfer ofShare(s) 

:L}\5]~~ Name of Company:---------------
1. ~:L}i'l'];fn;titi!ftJmli}f.IJ{-FJ:f r-· BWlfiffFFf1'l¥Jijo/.)~~M Details of landed property(ies) held by the company and its subsidiary(ies) as at tht: following date: 

!lt1'.l·.E!'g~;ffti'JirH¥&Q;·~BWl Cut-off Date of the latest audited accounts now submitted· 

¥/.1~~ ~1'rE 
Type of Property m!f Please [ ./ ] Interest Held 

~± _,_ ¥J.I~:i(gM: Address of property ~:J:t£ ft§§. 51-~-AJ~ ;ttftjz Others ~$ $5-} Part 
Owner(s) <*':Ji5Hn /)lx:J:t£~~~~1W D.D. &/or Lot No. Details) Bare Site Village Building W{~BJJ Whole (~UBJ3fi¥1:iEI''J E~:i 5}$ 

tt Note** House Please specifY (100%) State % held) 

·--·~ • ._. ·-· •• ~ --·· _.._ -·-- h•> ...... 

11. ~i.'~·P'J;frl J§.!Z;t;tl!lt~0P"Jff.J.-:J..l:t1l~BWl:¥.ml:f5.1$W~BWll¥JWlra9p;;jlffiJ~;fril!:i!Ztl:\*IY-J¥/.I~B''Jll'f'l'ilf (lz[l'tfl'tJ~):-
ueta!IS or _pro_pertyues) purcnasea an(!! or sow oy me company ao(I!Of Its suosialary\ICSJ aurmg me penoa rrom me aoove em-orr aare ro tne aare or snares rr.:msrer, 1r an 

¥/.lmt!l!~ ~m 
Type of Property m!f Please [./ ] Interest Held 

~± ?m~a:Fifffi:tfu:tll: Address of property ~~ fl~ 5}-~)(JRl. ;t;tft!!. Others ~B'f) ffr\7)-- Part 
Owner(s) (~fl.};fn /!.l)GJ.tg,§)i£\li~~iff D.D. &/or Lot No. Details) Bare Site Village Building Jm~8J3 Whole (JIJB)Jfi¥1'J'i¥'Jf"j)}$ 

tt Note** Home Please specifY (100%) State % held) 

lffiJ~E:lWl J.~Af:ct 
Date of Purchase 

Purchase Cost 

. -. 

-···-····-····· 

lli'jb.{!,'J~ t~f E1ltll 
Date of 

Purchase/Sale 

~rfriii& 
Net Book Value 

Per Account 

--- ···············- ···········--· 

\::lfY!li'&!ffi 
Purchase Cost/ 
Selling Price 

*!~ 'lJI~ ' *!!!~ \ ~Hffi \ t¥.fl1ti f~ill3: 
Certified by Director\ Manager\ Accountant\ Sol icimr 

LR.S.D. ~-f*;:H 102 \'1,'((812009) - I -

G-'1 
-......,J 
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** li1 : 
(1) ¥UEf.l~~ft:J~M.Il~Jd: · Mz:tf.oJfi~iWi£ I" • iJJ!ffl~ti!tiJ¥J.I~{i51J1lH*r'.!T~!ICI't:J 

JE~F~Jj!l!~~ • PDM:i~:W-ft:J~~~511lw;f0~ · ~1*¥Jf51fn~~~~~·IW · 
:Mz.~*iEf.l~~pjf:tf.f!l~1.tl;~~ ($l[J§a]~l't:J~) • 

(2) 11.A,AA!&ft!:1Jl 
• $ffi.1*ft:JmMMffl~*~~fiR&$~ft:JW~$~· 
• *~ off1~ flfr1l::ffil~ mM 3( lif5$19tl~:fi ·oJ~l&ft:J *fi!!A. .I:· 
• !l;J< <OOA..M(;f1_~)11~19U> !:iHJft:JW92.5'1- · fiJ\W:fi~.>R'I1l: 

OOs.iZt!1c.Tr:ooA.•M • 
• *OOs.iZ&JEOOA..Mft:J~.>Rs~•oo~~~RWRR. 

ili · * ~ JJI: ~ tn tt< .m .I: • l'iiJ lR\' llJl! [!: Ef.l {IJ\ tn ::¢;: JEJ !¥J +t ;$'; ~ li\!J • 

J.R.S.D. ~<mm I021JUC(8/2009) 

**Note: 
(1) Full address should be stated. Whenever possible, please use official building number(s) as allotted by the 

Commissioner of Rating and Valuation. For sites or rural properties in New Territories, D.D. and Lot No. 
details must be provided; please also specify the site area and New Grant No., if known. 

(2) Personal information Colleetion Statement 
• The information provided by you will be used for purposes relating to the administration of Lax laws in 

this Department. 
• This Department may give some of the information to other parties authorized by law to rel:eive it. 
• Subject to exemptions under the Personal Data (Privacy) Ordinance, you have the right to request acl:ess 

to or correction of personal data. 
• A request tor access to or correction of personal data should be addressed to the Superintendelll of Stamp 

Oftice, whose address is shown on the form. Please also quote your tile number in this Departm.:nt. 
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Exhibit "SSS" mentioned and refen·ed to in the Affidavit of 

Gowan Chandler, swom before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 29th day 

of February 2012. 

A Notary Public 

COLIN BERNARD COREN 
Notary PubUc, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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DECLARATION 

Wong Kam Yee, female, holder of Hong Kong Identity Card No. D152096(3), of 
Unit 701, t 11 floor, Ka \\fah Bank Centre, 232 Des Vouex Road Central, Hong Kong, 
solemnly and sincerely declare that: 

1. I am conversant with the English and Chinese languages and have been 
translating documents from Chinese to English and English to Chinese since 1981. 
During this period I have translated many thousands of pages of documents some 
of which have been exhibited to affidavits for the purposes of legal proceedings in 
the Courts in Hong Kong and some of which have been in the form of reports or 
attachments to reports for Government authorities and law enforcement in Hong 
Kong and China. 

2. I hereby certify that the attached documents marked "B" on the upper right hand 
corner is a true and correct English translation of the attached Chinese documents 
marked "A" on the upper right hand corner. 

And I make this solemn declaration conscientiously believing the same to be tme and by 
virtue of the Oaths and Declarations Ordinance. 

Declared at .Messrs. Boase Cohen & ) 
Collins, Rooms 2303-7, Dominion ) 
Centre, 43-59 Queen's Road East, ) 
Hong Kong, this 29rh clay of February ) 
2012:-

Before me, 

COLJ!tmw 
Notary Public, Hong Kong SAR 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 

Wong Kam Yee 

I, COLIN BERNARD COHEN, Notary Public of Rooms 2303-7, Dominion Centre, 
43-59 Queen's Road East, Hong Kong, certify that Wong Kam Yee came to me today 
and indicated to me that she is competent to translate the aforementioned documents 
from Chinese to English. /;) 

Signed this 29th day of FeJ~~2. 
COLIN BERNARD COHEN 

Notary Public, Hong Kong SAR 
2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 

573 



This is Exhibit "TTT" mentioned and refened to in the Affidavit of 
Stephen Gowan Chandler, swom before me in the Hong Kong Special 
Administrative Region of the People's Republic of China this 291

h day 
of February 2012. 

A Notary Public 

COLIN BERNARD COREN 
Notary Public, Hong Kong SAil 

2303-7 Dominion Centre 
43-59 Queen's Road East 

Wanchai, Hong Kong 
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DECLARATION 

Shing Ming ( iY\d}il(Bfl) , male, holder of Hong Kong Identity Card G085965(5), of Diners 

Professional Translation Services Limited, Room 902, 9/F., Far East Consortium Bldg., 121 Des 

Voeux Road, Central, Hong Km;g, solemnly and sincerely declare that: 

1. I am conversant with the English and Chinese languages. I have a Masters of Arts in 

translation from the Chinese University of Hong Kong and I am a member of the Chartered 

Institute of Linguists. 

2. I hereby certify that the attached documents marked "B" on the upper right hand corner is a 

true and correct English translation of the attached Chinese documents marked "A" on the 

upper right hand corner. 

And I make this solemn declaration conscientiously believing the same to be true and by virtue of the 

Oaths and Declarations Ordinance. 

Declared at Messrs. Boase Cohen & Collins, ) 

Rooms 2303-7, Dominion Centre, 43-59 ) 

Queen's Road East, Hong Kong, this 29111 
) 

day of February 2012:- ) 

Before me, ~ 0 COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR 

1 ~ 43-59 Queen's Road East 
. 'l;l 2303-7 Dominion Centre 

Wancbai, Hong Kong 

Lam Shing Ming 

I, COLIN BERNARD COHEN, Notary Public of Rooms 2303-7, Dominion Centre, 43-59 Queen's 

Road East, Hong Kong, certify that LAM Shing Ming came to me today and indicated to me that he 

is competent to translate the atorementioned documents from Chinese to English. 

Signed this 29th day ofFe/t.0o12. 

COLIN BERNARD COHEN 
Notary Public, Hong Kong SAR. 

2303-7 Dominion Centre 
43·59 Queen's Road East 

Wanchai, Hong Kong 
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$~~~~~,,;;;$'\ 
Certificate of Approval for 

Establishment of Foreign-Funded Enterprises in the 

People's Republic of China 

Wai Jing Mao Zhan He Zi Zheng Zi [1994] No. 065 

[chopped: People's Government of Guangdong Province] 

28 January 1994 

Company 
name 

Copy 

Chinese 

English 

Company address 

Type of company 

No. 0117909 

mrr 'I' 1+1 :tt~~~J.t£:ff ~~ 0 ir.l 

Zhanjiang Leizhou Eucalypt Resources 
Development Co., Ltd. 
Kangshun Builidng, 31 Kangshun Road, Chikan 
District, Zhanjiang City 

Chinese-foreign joint venture 

Duration of operation 130 years 

Names of investors (in 
both Chinese and Party A: State-Owned Leizhou Forestry Bureau 

English) and registered China 
addresses (country or Party B: Sino-Wood Partners, Limited, Hong Kong 

region) 

Total investment US$25 million 
Registered 

capital 
US$10 million 

Party A: contributed US$4. 7 million with a capital 
Contribution made by the I contribution ratio of 47.00% 

investors Party B: contributed US$5.3 million with a capital 
contribution ratio of 53.00% 

Business scope 
Silviculture, wood processing, production and sale 
of woodwork and forest chemical products; 50% of 
the products are for export. 
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Articles of Association 

of 

Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd., 

an Equity Joint Venture 

Chapter 1 General Provisions 

Article 1 : These Articles of Association are formulated pursuant to Law of the 

Peoples Republic of China on Chinese-Foreign Joint Ventures and Contract for the 

Establishment of Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. ("the 

Company"), an Equity Joint Venture, entered into by Guangdong State-Owned 

Leizhou Forestry Bureau ("Party A") and Sino-Wood Partners, Limited ("Party B") on 

8 December 1993 in Zhanjiang, China. 

Article 2: Name of the Joint Venture Company: Zhanjiang Leizhou Eucalypt 

Resources Development Co., Ltd. 

Legal address of the Joint Venture Company: Kangshun Builidng, 31 

Kangshun Road, Chikan District, Zhanjiang 

Article 3: Names and legal addresses ofParty A and Party B: 

Party A: State-Owned Leizhou Forestry Bureau 

Address: Chengyue Town, Suixi County, Guangclong Province 

Party B: Sino-Wood Partners, Limited 

Address: Room 2408, Sun Hung Kai Centre, 30 Harbour Road, Wanchai, 

Hong Kong 

Article 4: The Joint Venture Company is a limited-liability company. 

Article 5: The Joint Venture Company is a PRC legal person which shall be 

governed and protected by PRC laws and all its activities shall comply with the PRC 

laws, statutes and relevant regulations. 
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Chapter 2 Objective and Scope of Business 

Article 6: The objectives of the Joint Venture Company are: 

( 1 ). Establishing large-scale medium density fibreboard production project 

(MDF) in the first phase by fully and reasonably developing eucalypts and other trees 

with advanced and applicable production technology and scientific management; 

while creating economic benefits, trying to upgrade forest resources in a planned 

manner, gradually expand construction of forests in timber base and substantially 

improve the growth of forest trees with Party A's existing advanced silviculture 

technology and the Joint Venture Company's capital strength; paying attention to 

environmental protection and ensuring that the Joint Venture Company is developing 

in harmony with nature. 

(2). Strengthening the management effectiveness of the Joint Venture Company, 

taking total quality management (TQM) and IS0-9000 as the Joint Venture 

Company's management model, striving to improve product quality and corporate 

image, becoming competitive in the international market in terms of quality and price, 

earning foreign exchange and increasing profitability, so as to benefit both Parties. 

(3). The Joint Venture Company regards the timber base as a green workshop, 

seeks constant development and innovation, is bold in practice, attaches equal 

importance to production and scientific research, and integrates scientific research, 

silviculture and forest products processing. 

Article 7: Business scope of the Joint Venture Company: Silviculture, wood 

processing, production and sale of woodwork and forest chemical products. 

Article 8: Production scale of the Joint Venture Company: Annual output of 

50,000 m3 MDF and 80,000 m3 MDF timber, and 120,000 mu forest base. 

Following the development of the Joint Venture Company, it may gradually 

expand the production scale and diversify and launch different series of products. 

Article 9: The products of the Joint Venture Company are sold in equal 

proportion on domestic and overseas markets. 
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Chapter 3 Total Investment and Registered Capital 

Article 10: The initial total investment of the Joint Venture Company is US$25 

million. 

The registered capital of the Joint Venture Company is US$1 0 million. 

Article 10: The registered capital of the Joint Venture Company is US$1 0 

million. 

The ratio of capital contribution is: Party A shall contribute US$4.7 million, 

accounting for 47% of the total registered capital; Party B shall contribute US$5.3 

million, accounting for 53% of the total registered capital. Funds other than the 

registered capital shall be invested by Party A and Party B in proportion to their 

respective contributions. 

Article 11: Form of capital contribution: Forms of capital contribution 

including registered capital contribution made by Party A and Party B are: 

Party A shall contribute a total of US$11. 7 5 mill ion, consisting of the total 

value of the right to use 53,000 mu woodland valued at US$4.62 million, the forest 

resources on the said land valued at US$3.0 1 million, assets of the forest product 

industry factory valued at US$1.28 million and the right to use the 152,291 m2 land 

for factory production and construction valued at US$2. 73 million as well as RMB 1 

million cash (US$110,000). Party B shall contribute US$13.25 million in cash. 

Party A and Party B shall complete their capital contributions (or contribution 

in kind) within 24 months after issuance of the business licence, with more than 15% 

to be paid up in the first three months for the first phase. 

Article 12: Respective contributions made by the Parties: 

(1). Party A shall invest a total of US$11.75 million (the amount shall be 

subject to verification by an authorised accounting firm) in kind in the Joint Venture 

Company in the first phase in accordance with its ratio of capital contribution. As 

Party B makes up the funds for MDF project, Party A shall invest part of its right to 

use the woodland and the forest resources on it, which are valued as agreed, in 

accordance with its ratio of capital contribution. 

(2). Party B shall invest US$13.25 million in cash in the MDF project in 
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accordance with its ratio of capital contribution in the nrst phase. In regard to the 

funds needed for MDF project, besides the US$13 .25 million invested by Party B in 

the first phase, the insufficiencies shall be made up by Party B with cash by 

instalments based on actual needs. Party A shall invest its right to use woodland and 

the forest resources on it, which are valued as agreed, in accordance with its ratio of 

capital contribution in the same phase. 

Article 13: Schedule of capital contribution 

As for the capital contribution (or contribution in kind) in the first phase, Party 

B shall invest US$1.00 million in cash and Party A shall invest RMB 1.00 million for 

the operation of the Joint Venture Company and MDF project planning within one 

month from the date of issuance of the business licence of the Joint Venture Company 

and issuance of the asset accounting report on Party A's investment by an authorised 

accounting i\rm. The remaining funds needed for MDF project shall be invested by 

instalments in accordance with the investment plan based on the feasibility study 

report of MDF project. 

Article 14: Parties A and B shall pay up their respective capital contribution (or 

contribution in kind) in full according to the time limit specified in the Contract. 

Article 15: After Parties A and B have paid up their capital contribution in full, 

the Joint Venture Company shall retain a certified public accountant registered in 

China to verify the capital and issue a capital verification report, based on which the 

Joint Venture Company shall issue a capital contribution certificate, whose main 

contents include: Name of the Joint Venture Company, date of establishment, names 

of investors and their amount of capital contribution, date of capital contribution, and 

date of issuance of capital contribution certificate, etc. 

Article 16: During the term of the joint venture, the Joint Venture Company 

shall not reduce the amount of its registered capital. 

Article 17: If a party transfers its capital contribution, whether in part of in 

whole, it shall be subject to the consent of the other party. When a party makes such 

a transfer, the other party shall have the pre-emptive right of purchase. 

Increase or transfer of registered capital of the Joint Venture Company shall be 

subject to the unanimous adoption of the Board of Directors and approval by the 
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original examination and approval authority, and the Joint Venture Company shall 

process the formalities of registration of change with the original registration 

authority. 

Chapter 4 Board of Directors 

Article 18: The Joint Venture Company shall have a Board of Directors which 

shall be the highest authority of the Joint Venture Company. 

Article 19: The Board of Directors makes decisions on all major issues of the 

Joint Venture Company, and its duties and functions are as follows: 

• decide on and approve important reports submitted by the general manager 

(such as production planning, annual business report, capital, borrowings, 

etc.); 

• approve the annual financial report, income and expense budget, and 

annual profit distribution scheme; 

• formulate important regulations and systems of the Company; 

• decide the appointment of senior officers such as general manager, chief 

engineer, chief accountant, auditor, etc. 

• take charge of the liquidation work of the Joint Venture Company upon its 

termination and expiration; 

• other important matters which shall be decided by the Board of Directors. 

Article 20: The Board of Directors shall be composed of seven directors. Three 

of the directors shall be appointed by Party A and four of the directors by Party B. 

The term of office of the directors shall be 3 years and is renewable upon 

re-appointment. 

Article 21: The Board of Directors shall have a chairman appointed by Party B 

and a vice-chairman appointed by Party A. 

Article 22: When appointing or replacing candidates of directors, Party A and 

Party B shall inform the Board of Directors in writing. 

Article 23: Meetings of the Board of Directors shall be held once a year. Upon 
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the proposal of more than one-third of the directors, interim meetings may be 

convened. 

Article 24: In principle, meetings of the Board of Directors shall be held in the 

domicile of the Joint Venture Company. 

Article 25: Meetings of the Board of Directors shall be called and presided over 

by the chairman. During the absence of the chairman, the meetings shall be called and 

presided over by the vice-chairman. 

Article 26: The chairman shall inform all the directors in writing of the agenda, 

time, and venue of the board meeting at least 2 weeks prior to the meeting. 

A quorum of the board meeting shall be constituted when over two-thirds of all 

the directors are present at the meeting. Otherwise, the resolutions passed shall be null 

and void. 

Article 27: Should a director be unable to attend a Board meeting for any 

reason, he may authorize in writing a proxy to attend the meeting. If a director does 

not attend a Board meeting and fails to appoint a proxy to attend on his behalf, he 

shall be deemed to have forfeited his rights. 

Article 28: Detailed minutes shall be recorded in writing for Board meetings 

and shall be signed by all the attending directors; and if the meeting is attended by a 

proxy, the minutes shall be signed by the proxy. The minutes shall be recorded in 

Chinese and shall be kept by the Company. 

Article 30: Resolutions on the following issues shall only be made subject to 

the unanimous adoption by the directors attending a Board Meeting: 

I. Amendments to the Articles of Association of the Joint Venture Company; 

2. Termination and dissolution of the Joint Venture Company; 

3. Increase and transfer of the registered capital of the Joint Venture Company; 

4. Important economic activities of the Joint Venture Company such as 

constructing a new project and merger with other economic entities. 

Article 31 Resolutions on other matters may be adopted by simple majority. 
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Chapter 5 Business Management Organisation 

Article 32: The Joint Venture Company shall set up a business management 

organisation which has several management departments thereunder. 

Article 33: The Joint Venture Company shall have a general manager who is 

nominated by Party A and two deputy general managers who are nominated by both 

Parties. Both the general manager and two deputy general managers shall be 

appointed by the Board of Directors. 

Article 34: The general manager shall be accountable to the Board of Directors 

directly and execute the various resolutions of the Board of Directors, organise and 

lead the day-to-day production, technical and operation management work ofthe Joint 

Venture Company. The deputy general managers shall assist the general manager in 

his duties. During the absence of the general manager, the deputy general managers 

shall exercise the general manager's duties on his behalf. 

Article 35: The term of office of the general manager and deputy general 

managers shall be 3 years and is renewable upon re-appointment. 

Article 36: Upon appointment by the Board of Directors, the chairman and 

vice-chairman of the board may concurrently serve as the general manager, deputy 

general managers, and other senior officers of the Joint Venture Company. 

Article 37: The general manager and deputy general managers shall not serve 

concurrently as general manager or deputy general manager of other economic entities 

and shall not participate in other economic entities' acts of commercial competition 

against the Joint Venture Company. 

Article 38: The Joint Venture Company shall have a chief engineer, chief 

accountant, and auditor, who shall be appointed by the Board of Directors. 

Article 39: The chief engineer, chief accountant, and auditor shall be under the 

leadership of the general manager. 

Article 40: When the general manager, deputy general managers, chief engineer, 

chief accountant, auditor, and other senior officers tender resignations, a written report 

shall be submitted to the Board of Directors in advance. 



Where any of the aforesaid individuals conducts graft or commits senous 

dereliction of duty, they may be dismissed at any time upon resolution of the Board of 

Directors. In case of violation of the criminal law, they shall be investigated for 

criminal responsibility according to law. 

Chapter 6 Finance and Accounting 

Article 4I: The Joint Venture Company's financial and accounting system shall 

be handled in accordance with the provisions of the relevant financial and accounting 

system formulated by the Ministry of Finance of the People's Republic of China. 

Article 42: The accounting year of the Company shall follow the Gregorian 

calendar year system, i.e. an accounting year starts from I January and ends on 3I 

December. 

Article 43: All vouchers, accounting books and statements of the Joint Venture 

Company shall be written in Chinese. 

Article 44: The Joint Venture Company shall use Renminbi as the currency for 

accounting entries. Conversion between Renminbi and other currencies shall be based 

on the exchange rate announced by State Administration of Foreign Exchange of the 

People's Republic of China. 

Article 45: The Joint Venture Company shall open a Renminbi account and 

foreign currency account with the Bank of China or any other bank. 

Article 46: The Joint Venture Company shall adopt the internationally and 

generally accepted accrual basis and debit/credit bookkeeping method. 

Article 47: The financial and accounting books of the Joint Venture Company 

shall record the following contents: 

I. All cash revenues and expenses of the Joint Venture Company; 

2. All material purchases and sales of the Joint Venture Company; 

3. The Joint Venture Company's registered capital and liabilities; 

4. The date of contribution, increase and transfer of the registered capital of 

the Joint Venture Company; 

Article 48: The Finance Department of the Joint Venture Company shall 
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prepare the balance sheet and income statement of the preceding accounting year 

during the first two months of every accounting year, which shall be submitted to the 

Board of Directors for approval in the board meeting. 

Article 49: Both parties to the Joint Venture Company shall have the right to, at 

their own expense, hire auditors to inspect the accounting books of the Joint Venture 

Company. The Joint Venture Company shall provide convenience at the time of 

inspection. 

Chapter 7 Profit Distribution 

Article 50: The Joint Venture Company shall comply with the provisions of the 

the Profit Tax Law of the Peoples Republic of China for Foreign-Funded Enterprises 

and Foreign Enterprises and let the Board of Directors decide the depreciation term of 

its fixed assets. 

Article 51: The handling of all foreign exchange matters of the Joint Venture 

Company shall be handled in accordance with the Foreign Exchange Control 

Regulations of the Peoples Republic of China and its relevant stipulations. 

Article 52: The Joint Venture Company shall withdraw fi·om the after-tax 

profits to provide funding for the reserve fund, enterprise development fund, staff 

bonus and welfare fund. The withdrawal ratio shall be determined by the Board of 

Directors according to the business conditions of the prevailing year. 

Article 53: After the Joint Venture Company has paid the profit tax according to 

law and withdrawn the various funds, the remaining profit shall be distributed 

according to the ratio of: 47% for Party A and 53% for Party B. 

Article 54: The Joint Venture Company shall distribute profits once a year. It 

shall announce the profit distribution scheme for the previous accounting year and the 

profit amount distributable to the Parties within the first two months of the following 

year. 
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Chapter 8 Employees 

Article 56: Recruitment, employment, dismissal, resignation, wages, welfares, 

labour protection, labour discipline, etc. of the employees of the Joint Venture 

Company shall comply with the Labour Management Provisions for Chinese-Foreign 

Equity Joint Ventures of the Peoples Republic of China and its implementation 

measures. 

Article 57: Employees required for the Joint Venture Company may be 

recruited openly first among the existing staff members ofParty A. Alternatively, the 

same may be recommended by the local labour department or, subject to the consent 

of the labour department, recruited openly by the Joint Venture Company by selecting 

the best and qualified candidates. 

Article 58: Employees recruited by the Joint Venture Company shall all follow 

the contract system in which the Joint Venture Company shall sign employment 

contracts with the employees. 

Article 59: The Joint Venture Company shall have the right to impose 

disciplinary actions on employees who have violated the regulations and labour 

disciplines of the Joint Venture Company, giving them warnings, recording their 

demerits, and reducing their salaries. Such employees may be dismissed in case of 

serious offences. Dismissal of employees shall be reported to Party A or the local 

labour department for record. 

Article 60: The wages and remuneration of employees shall be decided by the 

Board of Directors with reference to the relevant stipulations of the People's Republic 

of China and in consideration of the relevant conditions of the Joint Venture Company, 

and shall be specified in the employment contract accordingly. 

Following the development of production and operation of the Joint Venture 

Company and the enhancement of the employees' business abilities and technical 

level, the Joint Venture Company shall increase the employees' wages on a yearly 

basis. 

Article 61: Issues such as employees' welfare, bonus, labour protection, 
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occupational safety, and insurance shall be stipulated respectively in the various -

systems of the Joint Venture Company so as to ensure that the employees are engaged 

in production and working under normal conditions. 

Chapter 9 Trade Union Organization 

Article 62: Employees of the Joint Venture Company shall have the right to set 

up a trade union organization and launch trade union activities as stipulated in the 

Laws on Trade Unions of the Peoples Republic of China. 

Article 63: The Joint Venture Company shall appropriate a monthly amount 

equivalent to 2% of the actual total wages of the employees for the expenditure for the 

trade union. The trade union of the Joint Venture Company shaH make use of the 

said funding according to the Measures for the Administration of Trade Union 

Expenditures formulated by the China National Trade Union Federation. 

Chapter 10 Term, Termination, and Liquidation 

Article 64: The joint venture term shall be 30 years, commencing from the date 

of issuance of the Business License. 

Article 65: If Party A and Party B both agree to extend the term of operation, 

subject to the decision of the Board of Directors by resolution, the term of the Joint 

Venture Company may be extended by submitting an application to the original 

examination and approval authority within six months prior to the expiry of the joint 

venture term. The extension shall be subject to the said approval and the formalities 

for the registration of alteration shall be completed with the original examination and 

approval authority. 

Article 66: In the event that Party A and Party B unanimously believe that it is 

in the best interests of both Parties to terminate this Contract, this Contract may be 

terminated early. 

The early termination of the Joint Venture Company shall be subject to the 
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decision of all the directors in a meeting of the Board of Directors, and shall be 

reported to the original examination and approval authority for approval. 

Article 67: If any of the following circumstances occurs, either Party A or Party 

B shall have the right to terminate this Contract pursuant to law: 

1. The term of this Contract expires and either of the joint venture parties does 

not agree to continue the operation; 

2. The Company has incurred serious losses and is unable to continue 

operation; 

3. Either party to the joint venture fails to perfonn the obligations stipulated in 

this Contract, making it impossible for the enterprise to continue operation; 

4. Heavy losses have been suffered as a result of natural calamities, wars or 

other force majeure, making it impossible to continue operation; 

5. The enterprise fails to reach its business objectives and there are no 

prospects for development. 

Article 68: When the term of the joint venture expires or is terminated 

prematurely, the board of directors shall propose the procedures and principles of 

liquidation and the candidates of the liquidation committee, and form a liquidation 

committee to liquidate the property of the Joint Venture Company. The land use 

right and the right to use the forest land concerned originally contributed by Party A as 

investment shall be beyond the scope of liquidation, and shall be turned over to Party 

A without consideration upon expiry or premature termination of the term of the joint 

venture. 

Article 69: The tasks of the liquidation committee are to take comprehensive 

inventory of all property, claims, and debts of the Joint Venture Company, prepare a 

balance sheet and a catalogue of property, and formulate a liquidation plan for 

submission to the board of directors for adoption and implementation. 

Article 70: During the liquidation, the liquidation committee shall sue and shall 

be sued on behalf of the Company. 

Article 71: The costs of liquidation and the remuneration of the liquidation 

committee members shall be paid out of the existing property of the Joint Venture 

Company. 
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Article 72: After full settlement of the debts of the Joint Venture Company by 

the liquidation committee, the remaining property shall be distributed between Party A 

and Party B in proportion to their respective actual contributions to the registered 

capital. 

Article 73: Upon completion of the liquidation, the Joint Venture Company 

shall submit a report to the examination and approval authority, go through the 

procedure for cancellation of registration with the original examination and approval 

authority, surrender its business license, and also make a public announcement 

thereof. 

Article 74: After closure of the Joint Venture Company, all of its accounting 

books shall be retained by Party A. 

Chapter 11 Rules and Regulations 

Article 75: The rules and regulations formulated by the Joint Venture Company 

include the following: 

1. Operation and management system, which includes the duties, power and 

work procedures of the various management departments thereunder; 

2. Rules for the employees; 

3. Employees' punctuality, attendance, promotion, incentive and penalty 

systems; 

4. Employees' welfare system; 

5. Financial system; 

6. Liquidation procedures upon the dissolution of the Company; 

7. Other required rules and regulations. 
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Chapter 12 Supplementary Provisions 

Article 73: Amendments to these Articles of Association shall be subject to the 

unanimous adoption by the Board of Directors by way of resolution and submitted to 

the original examination and approval authority for approval. 

Article 74: These Articles of Association shall be written m the Chinese 

language. 

Article 75: These Articles of Association shall take effect only after approval by 

the Ministry of Foreign Trade and Economic Cooperation (or the examination and 

approval authority appointed by the Ministry). The same approval is required in case 

of amendments. 

Article 76: These Articles of Association were signed by the legal 

representatives of Party A and Party B on 8 December 1993 in Zhangjiang, 

Guangdong Province, China. 

Party A: 

[chopped: State-Owned Leizhou 
Forestry Bureau China] 

Representative: [signed} 

(Signature, Chop) 

Party B: 

[chopped: Sino-Wood Partners, 
Limited) 

Representative: [signed] 

(Signature, Chop) 
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Document of Zhanjiang Committee of 

Foreign Trade and Economic Cooperation 

Zhan Wai Jing Mao Zi Pi Zi [1999] No. 88 

Reply concerning preliminary approval on reduction of 

total investment and registered capital of Zhanjiang 

Leizhou Eucalypt Resources Development Co., Ltd. 

Zhanjiaug Leizhou Eucalypt Resources Development Co., Ltd.: 

We have received your application and resolutions of board of 

directors. Given the actual conditions of your company and after 

deliberation, we preliminarily allow your company to reduce the total 

investment from US$25 million to US$2.00 million and reduce the 

registered capital from US$10 million to US$1.40 million. After you receive 

this document, please inform the creditor within 10 days and make public 

announcements on newspapers above provincial level for at least three 

times within 30 days. Thereafter, we shall decide whether to approve or not 

after receiving your company's announcement certificate and relevant 

data on debt paying or debt assurance. 

Best regards 

[chopped: Zhanjiang Committee of Foreign 

Trade and Economic Cooperation) 

28 December 1999 

Cc: Foreign Capital Management Department of the Committee 

603 



C'l 
0 
co 
gg fi'.l en 
co <,4 
z~ .. we $> I' 

~ 1!!1~ 

~ 
j!;!l~ 

. -~~ 
lt~ 

:1!5 

tL 
H 
~ 
ll, 
·~ 

Df[ 
~ 
*K 
rrK 
-< 
:¥1--a-

•• -< ~ ~ 
~ ~ 
<~ it1li 

m ox 
< < 
+ + 
11 11 
PI: PI: 
I I 

ltr ltr 
IS! IS! 
II II 
0 0 
11 II 

or ...... 
t-
LC) 

0 
. -·· .... ·····o 

0 

JJIR. I"\ 

* * ilii 
:0~ 

1i ~ 
It v 1Al 
l¢t .. 
~ 
It 
*B 

~ 

'!{ 
• • 
~ 
~ 

lml~ 
~WJ 
-I-t/' :ijpn 
-ti'. gf.. 
nR ~.1;2 

-<im: 
~~ 
ff-DBI 

~ 

* Itt 

0 
(f,l 

m::. 
'Oil 
Ill\ 
111 

.-! 
ru::: 

. 
.& 
~ 
!l;: 
~ 

Ill:' 
K-
' 

.!\ 
.-! ~ 

~ 1; 
~ =ltl 
+ ~ 

~ 
nnK .. 
It 
it!. 
JQ 
~ 
1@ 
~ 
~ 
~ 
<~ 
~ 

0 

~ 

* *"' ~ 
... 

* ~ 
~ 
~ 

0 
0 

II 

m 
I 

+ 

1!1-
0 
0 

11 

604 



Business Licence of 
Enterprise Legal Person 

of the People's Republic of China 

(Copy) 

Registration No.: Qi Du Yue Zhan Zong Fu Zi No. 000571 

This Business License shall be subject to annual inspection 

from J January to 30 April each year without further notice. 

The enterprise shall have the qualification of a 

legal person and be allowed to operate business upon 

approval and registration. 

Company name 

Address 
Type of business 
Business scope 

Registered capital 
Chairman 
Vice Chairman 
General Manager 
Deputy General 
Manager 
Branches 

No. 808802 
(Chinese) 1~¥I~ 1+113Z: txj ~~'¥-btli :ff ~R 0 ~ 
(English) Zhanjiang Leizhou Eucalypt Resources 
Development Co., Ltd. 
159 Fifth Haidian Road, Zhanjiang 
Solely funded (with Hong Kong investment) 
Silviculture, wood processing, production and 
sale of woodwork and forest chemical products 
US$1.40 million 
ChenDeyuan 

Pan Jiajie 
Chen Huiling 

Operation term: From 29 January 1994 to 28 January 2024 
Validity period of the original business licence: From 12 April 2000 to 28 
January 2024 

Wang Zhongfu, Director of State Administration for 
Industry & Commerce ofthe People's Republic of China 

[chopped: State Administration for Industry & 
Commerce of the People's Republic of China] 

12 April 2000 

This Copy shall be valid until II April2001 
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Resolutions of Board of Directors of 
Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 

3 June 1998 

Given the actual current situation, all directors unanimously agree on State-Owned 
Leizhou Forestry Bureau's withdrawal from Zhanjiang Leizhou Eucalypt Resources 

Development Co., Ltd. Meanwhile, all directors unanimously agree on the following 
resolutions: 

1. Returning to Leizhou Forestry Bureau the assets (converted into an agreed 

monetary sum) invested in "Zhanjiang Leizhou Eucalypt Resources 
Development Co., Ltd." by Leizhou Forestry Bureau. The Joint Venture 
Company may be solely operated by Sino-Wood Partners, Limited or operated 
with another partner. 

2. Leizhou Forestry Bureau shall return the monies it owes the Joint Venture 
Company to the Joint Venture Company in a planned manner. 

3. Workers ofthe Chinese party who works at the Joint Venture Company shall in 

principle go back to their original posts. 

4. Salaries of workers in the Joint Venture Company shall not be calculated after 

the end of May 1998. 

5. After these resolutions are approved by the original examination and approval 
authority, the creditor's rights, debts of the Joint Venture Company and all 
expenses incurred after the company's establishment shall have nothing to do 

with Leizhou Forestry Bureau (which has withdrawn from the joint venture) and 

shall be borne by the Joint Venture Company. 

Signature of Chairman 

[signed] 

Signature of Vice-Chairman 

[signed] 

Signatures of directors 

[5 signatures] 
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Yuexi Certified Public Accountants 

Yue Xi Kuai Yan Zi [ 1995] No. 185 

Capital Verification Report 

Zhanjiang Leizhou Eucalypt Resources Development Co.~ Ltd. 

As entrusted by your company~ Yuexi Certified Public Accountants has 

checked and verified owner's equity and relevant assets and liabilities as of 31 

October 1995 of Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 

in accordance with Law of the People~ Republic of China on Chinese-Foreign 

Joint Ventures, Regulations of the People~ Republic of China on Financial 

Management of Enterprises with Foreign Investment, Document Zhan Jing 

Mao Pi Zi (1994) No. 021 of Zhanjiang Committee of Foreign Trade and 

Economic Cooperation concerning Articles 10-11 of Chapter 2 of Articles of 

Association of "Zhanjiang Leizhou Eucalypt Resources Development Co., 

Ltd.", an Equity Joint Venture, and Capital Verification Rules for Certified 

Public Accountants {Trial). 

After check and verification, it is confirmed that the amount of capital 

invested by Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. as 

of 31 October 1995 is: RMB95,481,503.29; US$1,000,000.00, which is 

equivalent to RMB8,699,300 (foreign currency exchange rate: 1 :8.6993). The 

total capital invested is RMB 104,180,803.29 and the retained earnings is 

RMB-8,709,107.28. So the total owner's equity ofyour company is: ninety 

five million four hundred and seventy one thousand six hundred and ninety six 

yuan and one cent. 

According to the stipulations of Articles 1 0-11 of Chapter 5 of the 
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Contract for the Establishment of Zhanjiang Leizhou Eucalypt Resources 

Development Co., Ltd., an Equity Joint Venture, State-Owned Leizhou Forestry 

Bureau (Party A) shall invest US$11.75 million, accounting for 47% of the total 

investment. 

Sino-Wood Partners, Limited (Party B) shall invest US$13 .25 million, 

accounting for 53% ofthe total investment. 

Actual investment: 

Party A has invested RMB95,481,503.29, equivalent to US$11,640,000 

and accounting for 46.56% of the total investment. 

Party B has invested US$1,000,000, equivalent to RMB8,699,300 and 

accounting for 0.04% of the total investment. 

Total assets related to owner's equity of the owner of the company are: 

RMB95,528,198.10; and the total liabilities are RMB56,502.09. For details, 

please refer to the attached Verification of Owners Equity, Assets and 

Liabilities and Verification Process of Owners Equity, Assets and Liabilities as 

of31 October 1995. 

Yuexi Certified Public Accountants Certified Public Accountant: 

[chopped: [chopped: 

Yuexi Certified Public Accountants Certified Public Accountant 

Special Chop for Capital Verification] Chen Lin] 

Address: 4 Lingnan Road, Xiashan 

District, Zhanjiang 16 November 1995 
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Verification of Owner's Equity, Assets and Liabilities 
31 October 1995 

Yue Xi Kuai Yan Table 1 Name of the company inspected: 

Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd 

Item Line 
Numbers 

Item 
confirmed 

Owner's equity (registered capital: US$10 million) 1 Assets 
! Invested funds (capital) 2 Current Assets 

The Chinese party (Party A): 3 95,481,503.29 Monetary Fund 
State-Owned Leizhou Forestry Bureau 

The foreign party (Party B): 4 8,699,300.00 Receivables and prepayments 
Sino-Wood Partners, Limited 

5 Inventory 

6 Other current assets 

7 Total of Current Assets 

8 Special assets 

9 Long-Term Investment 

10 Fixed Assets 

11 Projects under Construction 

12 Intangible Assets and Other Assets 

Accumulated funds 13 Total Assets 
Equity funds 14 Liabilities 

Undistributed profits (equity) 15 - 8, 709,107.28 Current Liabilities 

16 Including: liabilities-type funds 

Currency unit: RMB 

Line 
Numbers 
confirmed 

21 

22 

23 618,158.16 

24 2, 746.590.68 

25 9,000.00 

26 5,328.296.48 

27 8. 702,945.32 

28 

29 

30 10,338,816.73 

31 

32 76,487,336.05 

33 95.528,198.10 

34 

35 56,502.09 

36 

17 Undistributed Profits( Liabilities Parts) 37 

Total of owner's equity 

Prepared by: Yuexi Certified Public Accountants 
[chopped: 
Yuexi Certified Public Accountants 
Special Chop for Capital Verification] 

18 Long-Term Liabilities 38 

19 

20 71,471,696.01 Total of Liabilities 
Signature and seal of certified public accountant: 
[chopped: 
Certified Public Accountant 
Chen Lin] 

39 

40 56,502.09 

Signature and seal of the company inspected: 
[chopped] 
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Verification Process of Owner's Equity, Assets and Liabilities 

31 October 1995 

Yue Xi Kuai Yan Table 2 Name ofthe company inspected: Currency unit: 
Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. RMB 

Item Line 

Paid-Up Capital (Capital) I 

Actual Receipt of Capital: Chinese 2 
Party (Party A) 

Foreign Party (Party B) 3 
4 
5 

Total 6 

Accumulated Fund 7 
Interests-type Fund 8 

Savings Fund 9 

Enterprise Development Fund 10 
Undistributed Profits 11 

Total Owners' Equity 12 

Monetary Fund 13 

£-r:/) Receivables and 14 
GJ£- prepayments 
e:::w.l 

Inventory 15 e:::r:/) 
~r:/) 

16 u-< Other current assets 
r:/) Total of Current Assets 17 
£-
(l.l 

Long-Term Investment 18 r:/) 
r:/) 
-< .....lr:/) Fixed Assets 19 

-< £- t-
Projects under 20 -w ur:/) 

(l.lr:/) Construction 
Bl-< Intangible Assets and 21 

Other Assets 
Total Assets 22 

r:/) Current Liabilities 23 
(l.l 

Including: liabilities-type funds 24 1= - Undistributed Profits 25 .....l ...... 
co 

Long-Term Liabilities 26 -< -.....l Total Liabilities 27 

Prepared by: Yuexi Certified Public Accountants 
[chopped: 
Yuexi Certified Public Accountants 
Special Chop for Capital Verification] 

Numbers confirmed Explanation 
Numbers Percentage 
reported Amount specified in 

the contract 

95,481,503.29 95,481,503.29 47 

8,699,300.00 8,699,300.00 53 

104,180,803.29 104,180,803.29 100 

- 8, 709,107.28 - 8, 709,107.28 

95,471,696.01 95,471,696.01 

618,158.16 618,158.16 

2, 746,590.68 2, 746,590.68 

9,000.00 9,000.00 

5,328,296.48 5,328,296.48 

8, 702,045.32 8, 702,045.32 

I 0,338,81 6. 73 10,338,816.73 

76,487,336.05 76,487,336.05 

95,528,198.10 95,528,198.10 

56,502.09 56,502.09 

56,502.09 56,502.09 

Signature and seal of certified public accountant: 
[chopped: 
Certified Public Accountant 
Chen Lin] 

Actual 
of calculation 

and 
percentage confirmation 

46.56 

0.04 

46.6 

Signature and seal of the 
company inspected: 
[chopped] 
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Yuexi Certified Public Accountants 
Audit Report 

Yue Xi Kuai Shen Zi ( 1997) No. 014 

Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd.: 

We have upon your appointment audited your balance sheet as at 31 December 
1996 and your statement of changes in financial position for the year then ended. You 
are responsible for the aforesaid financial statements while our responsibility is to 
provide audit opinions on the said financial statements. Our audit work is conducted 
in accordance with Chinas Independent Auditing Standards. In the audit process, we 
implemented the audit procedure we deemed necessary, including spot-check of 
accounting records, in the light of your actual situation. 

Upon investigation, we found that both Parties did not clearly specify the 

ownership of sales income of wood chips in Longmen Forest Farm. Therefore, the 
RMB5,871,331.00 (RMB1,111,331.00 in 1994, and RMB4,760,000.00 fi·om January 
to June 1995) management fee transferred by you to Longmen Forest Farm shall be 
offset. Meanwhile, the RMB 11 ,246,177.48 material cost for producing wood chips in 
the item of inventory shall be stated as forest asset, and the RMBI ,739,850.00 for the 

use of site shall be included into the item of intangible asset. 

We are of the opinion that, except for the above matters to be adjusted, your 

accounting statements comply with Accounting Standards for Business Ente1prises 
and Accounting System for Business Ente1prises with Foreign Investment, and in all 
material aspects give a fair view of your financial position as at 31 December 1996 
and your cash flow for the year then ended, and you have been consistent in your 

selection of accounting methods. 

Yuexi Certified Public Accountants 

[chopped: 
Yuexi Certified Public Accountants] 

Address: 4 Lingnan Road, Xiashan District, 

Zhanjiang City, Guagdong 

Accounting statements prepared by your company: 

1. Balance sheet as at 31 December 1996 

Chinese CPA: 

[chopped: 
Certified Public Accountant 
Chen Riqing] 

3 February 1997 

2. Statement of changes in financial position in 19956 

619 



Balance Sheet 
[chopped) 

Name of enterprise: 

[chopped: Yuexi Certified Public Accountants} 

Kuai Wai Table 0 I 

Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 31 December 1996 Unit: RMB 

Assets Line Opening 
Ending balance Liabilities and owners' equity Line Opening Ending 

balnnce balance blllancc 
Current assets: 17,684,034.12 19,450,288.78 Current liabilities: 200,742.69 2,696,114.40 
Cash I 1,269.57 2,767.90 Short -term loan 42 
Bank deposit 2 619,418.12 360,618.61 Notes payable 43 
Reserve fund 3 Accounts payable 44 
Securities 4 Salaries payable 45 38,467.21 60,407.56 
Notes receivable 5 Taxes payable 46 1,500.00 1,500.00 
Accounts receivable 6 Dividends payable 47 
Less: provision for bad debts 7 Advance receipts for goods 48 
Advance payments 8 Transactions between subsidiaries 49 
Transactions between subsidiaries 9 394,684.00 Other accounts payable 50 160,775.48 2,634,206.84 
Other receivables 10 2,760,804.95 4,323,930.99 Accmed expenses 51 
Expenses to be amortized II StatTbonus and welfare 52 
Inventory 12 I 3,004,027.48 13,004,027.48 Long-term liabilities maturing within 53 

one year 
Less: Provision for loss on 13 Other current liabilities 54 
realisation of inventory 
I nternaltransactions 14 903,830.00 I ,758,943.80 Total cut·t·ent liabilities 55 200,742.69 2,696, I 14.40 
Long-term investments maturing 15 Long-tenn liabilities: 0.00 0.00 
within one year 
Other current assets 16 Long-term loan 56 

lbtnl cut•t·cnl assets 17 17,684,034. I 2 19,450,288.78 Corporate bonds payable 57 
Lonl!·tcl'm investments: 0.00 0.00 Corporate bond premium (discount) 58 
Long-term investments 18 0.00 Accounts payable for more than one 59 

year 
Funds to branches 19 Totallong-tct·m liabilities 60 0.00 0.00 
Accounts payable for more than 20 Othct•liabilities: 
one year 

Fixed assets: 10,329,622.61 10,306,253.75 Exchange gain during start-up period 61 
Original cost of fixed assets 21 I 0,382,494. 79 10,396,424.79 Deferred investmenteamings 62 
Less: cumulative depreciation 22 52,872.18 90,171.04 Deferred tax credit 63 
Net value of fixed assets 23 I 0,329,622.61 10,306,253.75 Other deferred credits 64 
Original cost of fixed assets 24 Exchange gains to be written off 65 
acquired under finance lease 
Less: Accumulated depreciation· 25 lbtal othet·liabilitics 66 0.00 0.00 
of assets leased 
Net value of fixed assets acquired 26 0.00 0.00 lbtalliabilitics 67 200,742.69 2,696,114.40 
under finance leases 
Disposal of fixed assets 27 Owncl's' equity: 

Fot·est assets: 18 454,766.52 18,454,766.52 Total capital (USD25 million) . -
Forest assets 28 18,454,766.52 18,454,766.52 !'aid-up capital (USDt million) 68 I 04,180,803.29 104,180,803.29 

Intangible nsscts: 56,505, II 0.00 56,505,110.00 Including: Investments or Chinese 69 95,481,503.29 95,48 I ,503.29 
party 

Site use right 29 56,505,110.00 56,505, !I 0.00 Investments of foreign party 70 8,699,300.00 8,699,300.00 
(USDI million) 

Industrial property rights and 30 Less: investment repaid 71 
patent technologies 
Other intangible assets 31 Capital reserve 72 

Total intanl!ible assets 32 56,505,1 10.00 56,505,110.00 Funds from head office 73 
Othet• assets: 1,408,012.73 2, 160,498.64 Reserve llmd 74 
Organization cost 33 I ,288,500.48 2,048,372.53 Corporate development fund 75 
Exchange loss during start-up 34 I 19,512.25 112.121.11 l'rofit capitalised on return of 76 
period investment 
Deferred investment losses 35 Profit for the currenty_ear 77 
Deferred tax debit 36 Undistributed profits 78 
Other deferred expenses 37 Currency translation difference 79 
Exchange losses to be written off 38 
Other deferred debits 39 

Othc•·assets 40 1,408,012.73 2,160,498.64 Totnl owners' equity 80 104,180,803.29 I 04,180,803.29 
Total assets 41 104,381,545.98 I 06,876,917.69 'lbtnlliabilities and ownet·s' equitv 81 104,381,545.98 I 06,876,917.69 

Notes: I. outsourced processing materials; 2. consigned commodities; 3. commodities held for others: 

4. discounts of notes receivable to be undertaken by the enterprise; 5. fixed assets under operating lease; 6. import tax paid this year 



v 
Statement of Changes in Financial Position 6 21 

[chopped] 

Name of enterprise: 
Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 

Sout·ce and use of current fund Line Amount 
I. Source of current fund . 
1. Profit fot· the current year I 

Add: Expenses and losses not atTecting current tlmd -
(I) Depreciation of fixed assets 2 37,298.86 
(2) Amortisation of intangible assets and other assets 3 
less: amortisation of other liabilities) 

(3) Less: fixed assets inventory shorts (less: inventory 4 
surplus) 

1(4) Loss from disposal affixed assets (less: gains) 5 
(5) Amortisation of premium on long term investments 6 
!(less: discount amortisation) 
(6) Discount amortisation of corporate bonds payable 7 
(less: discount amortisation) 
(7) Expenditure on donation of fixed assets 8 

Subtotal 9 37,298.86 
2. Other sources . 
(I) Revenue from disposal of fixed assets (less: disposal 10 
expenses) 
[(2) Realisation oflong-tenn investments II 
1(3) Investment translated into fixed assets 12 
( 4) Decrease of intangible assets 13 
( 5) Increase of long-term loans 14 
(6) Issue of corporate bonds 15 
7) Increase of other liabilities 16 

(8) Increase of reserve llmd and corporate development 17 
fund 
(9) Capital increase 18 
(I 0) Increase of capital reserve 19 

It II) Loss recovery 20 
Subtotal 21 0.00 

Total sources of current fund 22 37,298.86 
II. Use of current fund . 

l. Profit distribution 
(I) Income taxes 23 
2) Stafl'bonus and welfare 24 

(3) Reserve fund 25 
4)Corporate development fund 26 

(5) Dividend 27 
(6} Profit capitalised on return of investment 28 
7) Capital increase of enterprise [illegible] 29 

Subtotal 30 0.00 
2. Other uses . 
(I) Increase of fixed assets 31 13,930.00 
2) Increase of intangible assets and other assets 32 752,485.91 

(3) Increase of long-term investment 33 
( 4) Repayment of long-term loans 34 
5) Recovery of corporate bonds 35 

(6) Decrease of other liabilities 36 
(7) Repayment of owners' investment (with profit 37 
capitalised on retum of owners' investments deducted) 
(8) Decrease of reserve fund and corporate development 38 
fund 

Subtotal 39 766,415.91 
Total uses of current fund 40 766,415.91 
Net incr·ease of current fund 41 [illegible] 

Correspondence relation of this table: 

[chopped: Yuexi Certified Public Accountants] 

1996 

Kuai Wai [illegible] Table 03 

Unit: RMB 
Change of various accounts of current fund Line Amount 

J. Increase of current assets in the year 
I. Cash 42 1.498.33 
2. Bank deposits 43 

-~-c--

-258,799.51 
3. Securities 44 
4. Notes receivable 45 

5 Accounts receivable 46 

Less: Provision for bad debt 47 
6. Income tax prepaid 48 

7. Advance payment for goods 49 

8. Other receivables 50 2,023,555.84 
9. Expenses to be amortised 51 
l 0. Inventories 52 

Less: Provision for loss on 53 
change of inventory 

54 
55 
56 
57 
58 
59 
60 

61 
62 
63 
64 

Net increase of cunent assets 65 1,766,254.66 
II. Increase of current liability in the year . 

I. Short-tctm loans 66 
2. Notes payable 67 
3 Accounts payable 68 
4 Salaries payable 69 [illegible] 
5. Taxes payable 70 
Dividends payable 71 
7. Advance receipts for goods 72 
8. Other payablcs 73 2,473,431.36 
9 Accrued expenses 74 
I 0. Stalf bonus and welfare 75 

76 
77 
78 
79 
80 
81 
82 

83 

84 
Net increase of current liabilities 85 [illegible] 

Net increase of current fund 86 [illegible] 
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Articles of Association 
of 

Zhangjiang Leizhou Eucalypt Resources Development Co., Ltd. 

Article 1 Jointly funded by Leizhou Forestry Bureau and 

Sino-Wood Partners, Limited, Zhangjiang Leizhou Eucalypt Resources 

Development Co., Ltd. was established as an equity joint venture upon 

approval of Zhanjiang Committee of Foreign Trade and Economic Cooperation 

in its document Zhan Jing Mao Zi Pi Zi (1994) No. 021 dated 28 January 1994. 

For various reasons, the Company has not been normally operated till now. 

According to the resolutions dated 3 June 1998 of the board of directors of 

Leizhou Eucalypt Resources Development Co., Ltd. and Document Lei Lin 

Han (1998) No. 25 dated 10 June 1998 of Leizhou Forestry Bureau, Leizhou 

Forestry Bureau agreed to withdraw from Leizhou Eucalypt Resources 

Development Co., Ltd., and Sino-Wood Partners, Limited agreed to return to 

Leizhou Forestry Bureau all its capital contributions and rights and obligations 

in Leizhou Eucalypt Resources Development Co., Ltd. After the withdrawal of 

Leizhou Forestry Bureau, Zhanjiang Leizhou Eucalypt Resources Development 

Co., Ltd. was changed from a Chinese-Foreign equity joint venture to a 

Foreign-Funded Enterprise wholly funded by Sino-Wood Partners, Limited. 

These Articles of Association are formulated in accordance with Law of the 

Peoples Republic of China on Foreign-Funded Enterprises and the 

implementation rules thereof. 

Article 2 Name of the Foreign-Funded Enterprise: Zhanjiang 

Leizhou Eucalypt Resources Development Co., Ltd. (the Foreign-Funded 

Enterprise). 

Legal address of the Foreign-Funded Enterprise: 159 Fifth Haidian 

Road. 

Article 3 Investor of the Foreign-Funded Enterprise: Sino-Wood 

Partners, Limited 

Legal address: Room 1409, Great Eagle Centre, 23 Harbour Road, 

Wan Chai, Hong Kong 

Article 4 The Foreign-Funded Enterprise is a company with limited 

liabilities. 
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Article 5 The Foreign-Funded Enterprise is a PRC legal person, 

which shall be governed and protected by PRC laws and all its activities shall 

comply with the PRC laws, statutes and relevant regulations. 

Chapter 2 Objective and Business Scope 

Article 6 Objective of the Foreign-Funded Enterprise: To develop 

and manage forestry business in China. 

Article 7 Business scope of the Foreign-Funded Enterprise: 

Silviculture, wood processing, production and sale of wood and forest chemical 

products. 

Article 8 Manufacturing scale of the Foreign-Funded Enterprise: 

Forest of 8,000 hectares, and an annual output of about US$2 million in terms 

of wood processing. 

Article 9 The products of the Foreign-Funded Enterprise are sold in 

equal proportion on domestic and overseas markets. 

Chapter 3 Total Investment and Registered Capital 

Article 10 The total investment of the Foreign-Funded Company 

shall be US$25 million. 

Article 11 The registered capital of the Foreign-Funded Company 

shall be US$10 million. 

Article 12 The capital of the Foreign-Funded Company shall be 

wholly funded by Sino-Wood Partners, Limited, Hong Kong. 

Article 13 The capital of the Foreign-Funded Company shall be 

contributed in full within 12 months from the date of change of the business 

license o~ the Foreign-Funded Company, including the phase-one contribution 

of over 15% within the first 3 months. 

Article 14 During the term of operation, the Foreign-Funded 

Company shall not reduce its registered capital. 

Article 15 Increase of the registered capital of the Foreign-Funded 

Company shall be subject to the unanimous adoption of the Board of Directors 

and approval by the original examination and approval authority 



Chapter 4 Board of Directors 

Article 16 The Foreign-Funded Company shall have a Board of 

Directors which shall be the highest authority of the Foreign-Funded Company. 

Article 17 The Board of Directors makes decisions on all major 

issues of the Foreign-Funded Company, and its duties and functions are as 

follows: 

1. decide on and approve important reports submitted by the general 

manager (such as production planning, annual business report, capital, 

borrowings, etc.); 

2. approve the annual financial report, income and expense budget, 

and annual profit distribution scheme; 

3. approve important rules and regulations of the Foreign-Funded 

Company; 

4. decide on the establishment of branch office(s); 

5. amend the Articles of Association of the Company; 

6. discuss and decide on the cessation of production, termination 

(suspension) of the Foreign-Funded Company m· merger with another 

economic entity; 

7. decide the appointment of senior officers such as general manager, 

chief engineer, chief accountant, auditor, etc. 

8. take charge of the liquidation work of the Foreign-Funded 

Company upon its termination and expiration; 

9. other important matters which shall be decided by the Board of 

Directors. 

Article 18 The Board of Directors shall be composed of three 

directors, all of whom shall be appointed by Sino-Wood Partners, Limited, 

Hong Kong. The term of office of the directors shall be 4 years and is 

renewable upon continuing appointment. 

Article 19 Regular meetings of the Board of Directors shall be 

convened at least two times a year. 

Article 20 Meetings of the Board of Directors shall be called and 

presided over by the chairman. During the absence of the chairman, the 

meetings shall be called and presided over by the vice-chairman. 

Article 21 The chairman shall inform all the directors in writing of 

the agenda, time, and venue of the board meeting at least 30 days prior to the 
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meeting. 

Article 22 Should a director be unable to attend a Board meeting for 

any reason, he may authorize in writing a proxy to attend the meeting. If a 

director does not attend a Board meeting and fails to appoint a proxy to attend 

on his behalf, he shall be deemed to have forfeited his rights. 

Article 23 A quorum of the board meeting shall be constituted when 

two-thirds of all the directors are present at the meeting. When the number of 

directors present does not reach two-thirds, any resolution passed shall be null 

and void. 

Article 24 Minutes of each Board meeting shall be properly prepared 

and signed by all the attending directors; and if the meeting is attended by a 

proxy, the minutes shall be signed by the proxy. The minutes shall be recorded 

in Chinese and shall be kept by the Foreign-Funded Company. 

Article 25 Resolutions on the following issues shall only be made 

subject to the unanimous adoption by the directors attending a Board Meeting: 

1. Amendments to the Articles of Association of the Foreign-Funded 

Company; 

2. Increase and transfer of the registered capital of the 

Foreign-Funded Company; 

3. Termination and dissolution of the Foreign-Funded Company; 

4. Merger of the Foreign-Funded Company with another economic 

entity. 

Article 26 Resolutions on any other matters beyond Article 25 shall 

only be made subject to the adoption by over 50% of the directors attending a 

Board Meeting: 

Chapter 5 Business Management Organisation 

Article 27 The Business Management Organisation of the 

Foreign-Funded Company shall have thereunder various departments such as 

production, technical, labour relations, and administration. 

Article 28 The Foreign-Funded Company shall have a general 

manager and a deputy general manager. Both the general manager and deputy 

general manager shall be appointed by the Board of Directors. 

Article 29 The general manager shall be accountable to the Board of 

Directors directly and execute the various decisions of the Board of Directors, 
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orgamse and lead the day-to-day production, technical and operation-·· 

management work of the Foreign-Funded Company. The deputy general 

manager shall assist the general manager in his duties. During the absence of 

the general manager, the deputy general manager shall exercise the general 

manager's duties on his behalf. 

Article 30 Decisions on important issues of the Foreign-Funded 

Company during its day-to-day operations shall be jointly signed by the general 

manager and deputy general manager before taking effect. Matters which 

required their joint signatures shall be specified by the Board of Directors. 

Article 3 1 The term of office of the general manager and deputy 

general m_anagers shall be 4 years and is renewable upon re-appointment by the 

Board of Directors. 

Article 32 The chairman and vice-chairman of the Board of Directors 

of the Foreign-Funded Company may concurrently serve as the general 

manager, deputy general manager and other senior officers of the 

Foreign-Funded Company. 

Article 33 The general manager and deputy general manager of the 

Foreign-Funded Company shall not serve concurrently as general manager or 

deputy general manager of other economic entities and shall not participate in 

other economic entities' acts of commercial competition against the 

Foreign-Funded Company. 

Article 34 The Foreign-Funded Company shall have a chief engineer, 

chief accountant, and auditor, who shall be appointed by the Board of 

Directors. 

Article 35 The chief accountant shall be responsible for leading the 

financial and accounting tasks of the Foreign-Funded Company and organising 

the Foreign-Funded Company in launching comprehensive costing control. 

The auditor shall take charge of the financial and auditing tasks of the 

Foreign-Funded Company, audit the income and expenditure accounts relating 

to the finances of the Foreign-Funded Company, and submit reports to the 

general manager and to the Board of Directors. 

Article 36 When the general manager, deputy general managers, 

chief engineer, chief accountant, auditor, and other senior officers tender 

resignations, a report shall be submitted to the Board of Directors in advance. 

Where any of the aforesaid individuals conducts graft or commits 

serious dereliction of duty, they may be dismissed at any time upon resolution 
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of the Board of Directors. In case of violation of the criminal law, they shall 

be investigated for criminal responsibility according to law. 

Chapter 6 Finance and Accounting 

Article 37 The Foreign-Funded Company's financial and accounting 

system shall be handled in accordance with the provisions of the relevant 

financial and accounting system formulated by the Ministry of Finance of the 

People's Republic of China. 

Article 3 8 The accounting year of the Foreign-Funded Company 

shall follow the Gregorian calendar year system, i.e. an accounting year starts 

from I January and ends on 31 December. 

Article 39 All vouchers, accounting books and statements of the 

Foreign-Funded Company shall be written in Chinese. 

Article 40 The Foreign-Funded Company shall use Renminbi as the 

currency for accounting entries. Conversion between Renminbi and other 

currencies shall be based on the exchange rate announced by State 

Administration ofF oreign Exchange of the People's Republic of China. 

Article 41 The Foreign-Funded Company shall open a Renminbi 

account and foreign currency account with the Bank of China or any other bank 

in China. 

Article 42 The Foreign-Funded Company shall adopt the 

internationally and generally accepted accrual basis and debit/credit 

bookkeeping method. 

Article 43 The financial and accounting books of the Foreign-Funded 

Company shall record the following contents: 

1. All cash revenues and expenses of the Foreign-Funded Company; 

2. All material purchases and sales of the Foreign-Funded Company; 

3. The Foreign-Funded Company's registered capital and liabilities; 

4. The date of contribution, increase and transfer of the registered 

capital of the Foreign-Funded Company; 

Article 44 The Finance Department of the Foreign-Funded Company 

shall prepare the balance sheet and income statement of the preceding 

accounting year during the first 3 months of every accounting year, which shall 

be submitted to the Board of Directors for approval in the board meeting. 

Article 45 The Foreign-Funded Company shall comply with the 



stipulations of the Profit Tax Law for Foreign-Invested Enterprises and Foreign -· 

Ente1prises of the Peoples Republic of China and its detailed rules for 

implementation, and the Board of Directors shall determine the depreciation 

period of its fixed assets. 

Article 46 The handling of all foreign exchange matters of the 

Foreign-Funded Company shall be handled in accordance with the Foreign 

Exchange Control Regulations of the People's Republic of China and its 

relevant stipulations. 

Chapter 7 Profits 

Article 47 The Foreign-Funded Company shall withdraw from the 

after-tax profits to provide funding for the reserve fund, enterprise development 

fund, staff bonus and welfare fund. The withdrawal ratio of the reserve fund 

shall not be lower than 10% of the after-tax profits, while the withdrawal ratio 

of the staff bonus and welfare fund shall be determined by the Board of 

Directors. 

Article 48: After the Foreign-Funded Company has paid the profit tax 

according to law and withdrawn the various funds, the remaining profit shall 

belong to the investors unless otherwise unanimously agreed by the Board of 

Directors. 

Chapter 8 Employees 

Article 49 Issues such as the recruitment, layoff, resignation, wages, 

welfare, labour insurance, labour protection, labour discipline of the employees 

of the Foreign-Funded Company shall be handled in accordance with the 

relevant labour laws and regulations of the People's Republic of China. 

Article 50 Employees required for the Foreign-Funded Company 

may be recommended by the local labour department or, subject to the consent 

of the labour department, recruited openly by the Foreign-Funded Company; 

however, all of them shall be hired by selecting the best candidates through 

examination. 

The Foreign-Funded Company shall hire employees in the territory of 

China, and the enterprise and employees shall enter into employment contracts 

pursuant to the laws and regulations of China. The employment contract shall 

D 
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specify such matters as the employment, resignation, remuneration, benefits, 

labour protection, and labour insurance. 

Article 51 The Foreign-Funded Company shall have the right to 

impose disciplinary actions on employees who have violated the regulations 

and labour disciplines of the Foreign-Funded Company, giving them warnings, 

recording their demerits, and reducing their salaries. Such employees may be 

dismissed in case of serious offences. Dismissal of employees shall be 

reported to the local labour department for record. 

Article 52 The wages and remuneration of employees shall be 

decided by the Board of Directors with reference to the relevant stipulations of 

the People's Republic of China and in consideration of the specific conditions 

of the Foreign-Funded Company, and shall be specified in the employment 

contract accordingly. 

Following the development of production and operation of the 

Foreign-Funded Company and the enhancement of the employees' business 

abilities and technical level, the employees' wages shall be increased 

appropriately. 

Article 53 Issues such as employees' benefits, bonus, labour 

protection, and labour insurance shall be stipulated respectively in the various 

systems of the Foreign-Funded Company so as to ensure that the employees are 

engaged in production and working under normal conditions. 

Chapter 9 Trade Union Organization 

Article 54 Employees of the Foreign-Funded Company shall have the 

right to set up a trade union organization and launch trade union activities as 

stipulated in the Laws on Trade Unions of the People's Republic of China. 

Article 55 The trade union of the Foreign-Funded Company 

represents the interests of the employees. Its roles are: to protect the 

employees' democratic rights and material benefits according to the law; to 

assist the Foreign-Funded Company in the arrangement and the reasonable use 

of the welfare and incentive funds; to organise the employees to learn politics, 

business, science and technical knowledge; to launch artistic and sports 

activities; and to educate the employees to comply with labour disciplines and 

to diligently fulfill the various economic tasks of the Foreign-Funded 

Company. 
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Article 56 The trade union of the Foreign-Funded Company shall 

enter into employment contracts with the Foreign-Funded Company on behalf 

of the employees, and monitor the execution of the employment contracts. 

Article 57 The person-in-charge of the trade union of the 

Foreign-Funded Company shall be entitled to attend relevant meetings 

concerning relevant issues such as the development plans, production and 

operation activities of the Company, to reflect the employees' opinions and 

requests. 

Article 58 The trade union of the Foreign-Funded Company shall 

participate in mediating the disputes between the employees and the 

Foreign-Funded Company. 

Article 59 The Foreign-Funded Company shall appropriate a monthly 

amount equivalent to 2% of the actual total wages of the employees for the 

expenditure for the trade union. The trade union of the Foreign-Funded 

Company shall make use of the said funding according to the Measures for the 

Administration of Trade Union Expenditures formulated by the China National 

Trade Union Federation. 

Chapter 10 Term, Termination, and Liquidation 

Article 60 The term of operation of the Foreign-Funded Company 

shall be 30 years, commencing from the date of issuance of the original 

Business License. 

Article 61 Subject to a resolution of the Board of Directors, the term 

of the Foreign-Funded Company may be extended by submitting an application 

to the original examination and approval authority within six months prior to 

the expiry of the term of operation of the Foreign-Funded Company. 

Article 62 In the event that the Foreign-Funded Company believes 

that it is in the best interests of the Foreign-Funded Company to terminate its 

operation, it may apply for terminating its operation early. 

Article 63 The early termination of the Foreign-Funded Company 

shall be subject to the decision of all the directors in a meeting of the Board of 

Directors, and shall be submitted to the Ministty of Foreign Trade and 

Economic Cooperation (or the examination and approval authority appointed 

by the Ministry) for approval. 

Article 64 When the term of the Foreign-Funded Company expires or 
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is terminated prematurely, the board of directors shall propose the procedures 

and principles of liquidation and the candidates of the liquidation committee, 

and form a liquidation committee to liquidate the property of the 

Foreign-Funded Company. 

Article 65 The mission of the liquidation committee is to take 

comprehensive inventory of all property, claims, and debts of the 

Foreign-Funded Company, prepare a balance sheet and a catalogue of property, 

and formulate a liquidation plan for submission to the board of directors for 

adoption and implementation. 

Article 66 During the liquidation, the liquidation committee shall sue 

and shall be sued on behalf of the Company. 

Article 67 The costs of liquidation and the remuneration of the 

liquidation committee members shall be paid out of the existing property of the 

Foreign-Funded Company. 

Article 68 After full settlement of the debts of the Foreign-Funded 

Company by the liquidation committee, the remaining property shall belong to 

the investor. 

Article 69 Upon completion of the liquidation, the Foreign-Funded 

Company shall submit a report to the Ministry of Foreign Trade and Economic 

Cooperation (or the examination and approval authority appointed by the 

Ministry) for approval, go through the procedure for cancellation of registration 

with the State Administation for Industry and Commerce, surrender its business 

license, and also make a public announcement thereof. 

Article 70 After closure of the Foreign-Funded Company, all of its 

accounting books shall be retained by the investor. 

Chapter 11 Rules and Regulations 

Article 71 The rules and regulations formulated by the 

Foreign-Funded Company include the following: 

1. Operation and management system, which includes the duties, 

power and work procedures of the various management departments 

thereunder; 

2. Rules for the employees; 

3. Wage system; 

4. Employees' punctuality, attendance, promotion, and incentive 
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systems; 

5. Employees' welfare system; 

6. Financial system; 

7. Liquidation procedures upon the dissolution of the Company; 

8. Other required rules and regulations. 

Chapter 12 Supplementary Provisions 

Article 72 Amendments to these Articles of Association shall be 

subject to the unanimous adoption by the Board of Directors by way of 

resolution and submitted to the original examination and approval authority for 

approval. 

Article 73 These Articles of Association shall be written in the 

Chinese language. 

Article 74 These Articles of Association shall take effect only after 

approval by the Ministry of Foreign Trade and Economic Cooperation (or the 

examination and approval authority appointed by the Ministry). The same 

approval is required in case of amendments. 

Sino-Wood Partners, Limited, Hong Kong 

(chopped:Sino-Wood Par·tners, Limited, 

Hong Kong] 

Legal Authorized: [signed] 

27 Apri/1999 
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Ref. No.: ______ _ 

Registration No.: ___ _ 

Application for Cancellation of Registration of 

Foreign-Funded Enterprises 

A302 

Zhanjiang Industry and Commerce Administration Bureau: 

In accordance with the Regulations of the People :s- Republic of China on 

Administration of Registration of Companies and Regulations of the Peoples 

Republic of China on Administration of Registration of Enterprises Legal 

Person, the Company hereby applies to your Bureau for cancellation of 

registration. The applicant shall bear legal liability for the information and 

materials provided. 

Name of Zhanjiang Leizhou Eucalypt Resources 
enterprise: Development Co., Ltd. 

Registration No.: Qi Du Yite Zhan Zong Zi No. 000571 

Signature of legal 
representative: [signed] 

~~~~-----------------------

[chopped: Zhanjiang Lcizbou Eucalypt 
Seal of enterprise: Resources Development Co., Ltd.] 

28 October 2003 

Prepared by Guangdong Provincial Industrial and Commercial 
Administration Bureau 
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Necessary Documents and Certificates Submitted for 

Cancellation of Registration of Foreign-Funded Enterprises 

1. Application for Cancellation of Registration 

2. Resolution of the board of directors 

3. A report on settlement of creditor's rights and debts or 

a document from the liquidation organisation m 

charge of settlement of creditor's rights and debts 

4. Approval documents (those with unexpired business 

term shall be submitted) 

5. Duty-paid proof from the taxation authority 

6. Duty-paid proof issued by the customs 

7. An original and copy of business licence 

Person in charge of application for cancellation: Qi Zhilan 

One original; 

One original; 

One original; 

One original; 

One original; 

One original. 

Telephone of person in charge of application for cancellation: 3385975 
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Form for Cancellation of Registration of Enterprises 

(to be filled out by the applicant) 

Name Zhanjiang Leizhou Eucalypt Resources Development Co., Ltd. 

Domicile 33 Middle Renmin Road, Zhanjiang City 

Legal Representative ChenDeyuan 

Term of Operation From 29 January 1994 to 28 January 2024 

Reason for 
cancellation of No project progress or operation 

registration 

Department 
approving 

cancellation of 
registration and 
document No. 

One original of Business License of Enterprise as Legal Person; 
Records of licences 

One copy of Business License of Enterprise as Legal Person; 
and seals returned 

Seals (official seals, financial seals, seals for contract, etc.) 

Rein arks 



BETWEEN: 

Court File No. CV-11-431153-00CP 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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, 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., CAN ACCORD FINANCIAL LTD., MAISON 

PLACEMENTS CANADA INC., CREDIT SUISSE SECURITIES (USA) LLC, and BANC OF 
AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF DANIEL E. H. BACH 

I, Daniel E. H. Bach, of the City of Toronto, in the Province of Ontario, MAKE OATH 

AND SAY: 

1. I am a lawyer in the class actions department of Siskinds LLP ("Siskinds"), co-counsel 

for the Plaintiffs in this proceeding (the "Action"). I have been involved in overseeing 

the development of the record for the Plaintiffs' Part XXIII. I leave motion. As such, I 

have knowledge of the matters to which I hereinafter depose. Where that knowledge is 

based on information obtained from others, I have so indicated and believe that 

information to be true. 
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2. I swear this affidavit in support of the Plaintiffs' motion for an order granting leave to 

pursue the cause of action available under Part XXIII. I of the Securities Act, RSO 1990, 

c S.5, as amended (the "OSA"). 

3. The documents attached to this affidavit are provided on a compact disc as PDFs. That 

CD is attached hereto as Exhibit "A." Documents are numbered below, and can be 

found on that CD as "'A-1 -[description offile].pdf' for Document "1," and so on. 

DEFINITIONS 

4. Unless otherwise stated or the context otherwise indicates, capitalized terms used in this 

affidavit have the meanings attributed to them in the Plaintiffs' Statement of Claim dated 

January 25, 2012 (the "Claim"). 

STATUS OF THIS ACTION 

5. By way of a notice of action issued on June 20, 2011, the Trustees of the Labourers' 

Pension Fund commenced an action against Sino and certain of the other defendants (the 

"Labourers' Action") arising out the same allegations as those advanced in this Action. 

6. On July 20,2011, the Trustees ofthe Labourers' Pension Fund and the Trustees of the 

International Union of Operating Engineers commenced this Action by way of a notice of 

action. The notice of action was provided to Sino's counsel and others on July 21, 2011. 

7. By way of a notice of action issued on November 14, 2011, Messers. Grant and Wong 

commenced an action (the "Grant-Wong Action") arising out of the same set of facts 

against Sino and certain of the other individual and corporate defendants. 
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8. On December 13, 2011, the plaintiffs in the Grant-Wong Action filed a statement of 

claim. 

9. On January 6, 2012, Justice Perell granted the Plaintiffs carnage of the Action, 

consolidated the Action and the Grant-Wong Action, and discontinued the Labouers' 

Action. 

10. On direction from court staff, the Plaintiffs filed an amended notice of action and a 

statement of claim on January 26, 2012. The statement of claim is substantially in the 

form of the Fresh as Amended Statement of Claim attached to this court's order of 

January 6, 2012. 

11. On August 30, 2011, class counsel provided a statement of claim to counsel that were 

representing various defendants and began serving the other defendants personally. On 

September 1, 2011, it was sent to Horsley, Murray, Chan, Poon, Male, Wang and Martin 

at Sino's registered address and to Poyry (Beijing) Consulting Company Limited in 

China. The following defendants served notices of intent to defend on the dates indicated: 

Ernst & Young LLP September 6, 2011 

William E. Ardell, James P. Bowland, James M.E. September 19,2011 

Hyde and Garry J. West 

Sino-Forest Corporation September 22, 2011 

David J. Horsley September 26, 2011 

Credit Suisse Securities (Canada), Inc., TD Securities September 28,2011 

Inc., Dundee Securities Corporation, RBC Dominion 

Securities Inc., Scotia Capital Inc., CIBC World 
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Markets Inc., Merrill Lynch Canada Inc., Canaccord 

Financial Ltd. and Maison Placements Canada Inc. 

(collectively the "underwriter defendants") 

Allen T.Y. Chan November 14, 2011 

Simon Murray January 5, 2012 

EdmundMak January 27, 2012 

12. Affleck Greene McMurtry LLP acts for BDO Limited and accepted service of the 

amended notice of action and statement of claim on January 31, 2012. 

13. Counsel for the underwriter defendants has indicated they are also acting for the 

defendants Credit Suisse Securities (USA) LLC and Bane of America Securities LLC 

(whose name has since changed). 

14. To date, the Plaintiffs have not been served with a notice of intent to defend from the 

defendants Bane of America, BDO, Credit Suisse USA, Poyry, Martin, Poon and Wang. 

15. Martin, Poon and Wang are currently senior executives or directors of Sino-Forest and 

have held such senior positions since at least 2007. Class counsel has made repeated 

attempts at personal service, alternative service and provided copies of the pleadings by 

mail. 

16. Poyry (Beijing) Consulting Company Limited has been represented by counsel in Ontario 

since at least September 14, 2011. John J. Pirie of Baker & McKenzie LLP wrote to class 
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counsel in respect of the action and advised that Baker & McKenzie LLP would respond 

once his client was properly served. 

17. Class counsel also initiated service under the Convention on the Service Abroad of 

Judicial and Extrajudicial Documents in Civil or Commercial Matters ("Hague 

Convention") on December 1 and 5, 2011 against Poyry, Martin, Poon and Wang, but the 

central authorities in China have not yet confirmed service. These delays in service under 

the Hague Convention are out of the plaintiffs' control. 

18. To date, none of the Defendants has served a Statement ofDefence. 

PARALLEL ONTARIO ACTIONS 

19. On June 6, 2011, the law firm ofRochon Genova LLP commenced an action (the "Smith 

Action") against Sino and certain other defendants arising out of the same set of 

allegations as those advanced in this action. 

20. On September 26, 2011, the law firm of Kim Orr Barristers commenced an action (the 

"Northwest Action") against Sino and certain other defendants arising out of the same set 

of allegations as those advanced in this action. 

21. By an order dated January 6, 2012, Justice Perell stayed the Smith Action and the 

Northwest Action. Carriage of the action has been granted to the Plaintiffs. 

652 



6 

PARALLEL QUEBEC ACTION 

22. On June 9, 2011, Siskinds Desmeules, a Quebec City law firm affiliated with Siskinds, 

filed a petition for an order authorizing the bringing of a class action and granting the 

status of representative in the Quebec Superior Court (the "Quebec Proceeding"). The 

petition in the Quebec Proceeding defines the proposed Class as: 

all persons or entities domiciled in Quebec (other than the Defendants, 
their past and present subsidiaries, affiliates, officers, directors, senior 
employees, partners, legal representatives, heirs, predecessors, 
successors and assigns, and any individual who is an immediate member 
of the families of the individual named defendants) who purchased or 
otherwise acquired, whether in the secondary market, or under a 
prospectus or other offering document in the primary market, equity, 
debt or other securities of or relating to Sino-Forest Corporation, from 
and including March 19, 2007 to and including June 2, 2011. 

23. I am advised by Simon Hebert, the lawyer at Siskinds Desmeules with carriage of the 

Quebec Proceeding, that he anticipates that, prior to the hearing of the Quebec 

Proceeding, the class definition will be revised so that it is limited to Quebec residents 

eligible to participate in a class proceeding under the Quebec Code of Civil Procedure, 

which expressly excludes entities employing more than 50 persons from participating in a 

class proceeding. 

24. Taken together, it is our intention that the Quebec Proceeding and this action will pursue 

claims on behalf of a global class. 

25. By virtue of our relationship with Siskinds Desmeules, we believe we can coordinate the 

progress of the Quebec Proceeding and this action in a complimentary manner. 
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PARALLEL UNITED STATES ACTION 

26. On January 27, 2012, the Washington, DC-based law firm of Cohen Milstein Sellers & 

Toll PLLC commenced a proposed class action against Sino and certain other defendants 

in the New York Supreme Court (the "US Action"). The US action defines the Class as: 

(i) all persons or entities who, from March 19, 2007 through August 26, 
2011 (the "Class Period") purchased the common stock of Sino-Forest on 
the Over-the-Counter ("OTC") market and who were damaged thereby; 
and (ii) all persons or entities who, during the Class Period, purchased 
debt securities issued by Sino-Forest other than in Canada and who were 
damaged thereby. 

PARALLEL SASKATCHEWAN ACTION 

27. I understand that the Merchant Law Group LLP commenced a proposed class action 

against Sino and certain other defendants in the Saskatchewan Court of Queen's Bench 

styled as Haigh v. Sino-Forest Corporation. The class is defined as: 

All persons and entities wherever they may reside who acquired 
securities of Sino during the Class Period either by primary distribution 
in Canada or an acquisition on the TSX or other secondary market in 
Canada, other than the Defendants, their past and present subsidiaries, 
affiliates, officers, directors, senior employees, partners, legal 
representatives, heirs, predecessors, successors and assigns, and any 
individual who is an immediate family member of an Individual 
Defendant. 

28. I am not aware of any other civil actions having been commenced in Canada or elsewhere 

against any of the Defendants in relation to the facts pleaded in the Claim. 

SINO'S PERFORMANCE FROM INCEPTION THROUGH 2010 COMPARED TO ITS 
PEERS 

29. From 1994 to 2010, Sino's reported annual revenues increased from US$20.5 million to 

US$1.9 billion, or 9,291%, and its year-over-year reported revenues decreased only once, 
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in 2000. During that same period, Sino's reported net income increased from US$3.0 

million to US$395.4 million, or 13,037%, and its year-over-year reported net annual 

income decreased only twice, in 2000 and 2001. Finally, from 1994 to 2010, Sino's 

reported total assets as at year-end increased from US$30.6 million to US$5.7 billion, or 

18,616%. During that period, Sino's year-over-year reported assets never decreased. 

30. Sino identifies in its Management Information Circulars certain other paper and forest 

product companies as its "peers." In particular, Sino's most recent Management 

Information Circular, which has been filed on SEDAR on May 10, 2011, identifies 

several companies that are purportedly comparable to Sino, among which are: (1) 

Norbord Inc.; (2) Western Forest Products Inc.; (3) Ainsworth Lumber Co., Ltd.; (4) 

Mercer International Inc.; and (5) International Forest Products Limited. 

31. For none of the sixty quarters compromising the years 1996 to 2010 did Sino report a net 

loss; rather, for 100% of all such quarters, Sino reported significant net income. 

32. By contrast, Norbord Inc. reported a net loss with respect to 37% of the quarters for 

which it disclosed results during the period 1996 to 2010. For Western Forest Products 

Inc., Ainsworth Lumber Company Ltd., Mercer International Inc. and International 

Forest Products Limited, the figure was, respectively, 63%, 49%, 54% and 39%. 

33. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Sajjad Nematollahi, an articling student with Siskinds' Class Actions Department, 

has retrieved relevant information from Sino's peer companies' public disclosure filings, 

and has compiled a chart summarizing their quarterly earnings (or losses) from 1996 

through 2010. A copy ofthat chart is attached hereto as Document "A-1". 
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SINO DOCUMENTS FILED ON SEDAR 

34. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Laura-Marie Paynter, a law clerk at Siskinds, retrieved the following documents 

from The System for Electronic Document Analysis and Retrieval ("SEDAR"). SEDAR 

is a website that provides electronic access to documents filed pursuant to Canadian 

securities laws. 

35. Attached hereto as Document "A-2" is a copy of Sino's Annual Information Form 

("AIF") for the year 1996 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 20, 1997. 

36. Attached hereto as Document "A-3" is a copy of Sino's Management Information 

Circular dated May 9, 1997 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 20, 1997. 

37. Attached hereto as Document "A-4" is a copy of Sino's Annual Report for the year 1996 

which was downloaded from SEDAR. This document contains that year's annual 

Management's Discussion and Analysis ("MD&A") and audited financial statements. 

SEDAR indicates that document was filed on May 20, 1997. 

38. Attached hereto as Document "A-5" is a copy of Sino's Interim Financial Statements for 

Q3 1997 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on November 28, 1997. 

39. Attached hereto as Document "A-6" is a copy of Sino's AIF for the year 1997 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on May 25, 

1998. 
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40. Attached hereto as Document "A-7" is a copy of Sino's Annual Report for the year 1997 

which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

June 4, 1998. 

41. Attached hereto as Document "A-8" is a copy of Sino's Annual Report for the year 1998 

which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that a copy of that document 

was filed on May 18, 1999 and another copy was filed on May 19, 1999. 

42. Attached hereto as Document "A-9" is a copy of Sino's Management Information 

Circular dated April 30, 1999 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 18, 1999. 

43. Attached hereto as Document "A-10" is a copy of Sino's AIF for the year 1998 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on May 19, 

1999. 

44. Att<lched hereto <lS Document "A-11" is a copy of Sino's AIF for the year 1999 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on May 18, 

2000. 

45. Attached hereto as Document "A-12" is a copy of Sino's Annual Report for the year 

1999 which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 24,2000. 
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46. Attached hereto as Document "A-13" is a copy of Sino's Management Information 

Circular dated April 30, 2000 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 24, 2000. 

47. Attached hereto as Document "A-14" is a copy of Sino's AIF for the year 2000 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on May 16, 

2001. 

48. Attached hereto as Document "A-15" is a copy of Sino's Annual Report for the year 

2000 which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 17,2001. 

49. Attached hereto as Document "A-16" is a copy of Sino's Management Information 

Circular dated April 26, 2001 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 17, 2001. 

50. Attached hereto as Document "A-17'' is a copy of Sino's AIF for the year 2001 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on May 17, 

2002. 

51. Attached hereto as Document "A-18" is a copy of Sino's Management Information 

Circular dated May 14, 2002 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 17, 2002. 

52. Attached hereto as Document "A-19" is a copy of Sino's Annual Report for the year 

2001 which was downloaded from SEDAR. This document contains that year's annual 
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MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 17, 2002. 

53. Attached hereto as Document "A-20" is a copy of Sino's AIF for the year 2002 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on May 20, 

2003. 

54. Attached hereto as Document "A-21" is a copy of Sino's Management Information 

Circular dated May 15, 2003 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 20, 2003. 

55. Attached hereto as Document "A-22" is a copy of Sino's Annual Report for the year 

2002 which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 20,2003. 

56. Attached hereto as Document "A-23" is a copy of Sino's Management Information 

Circular dated May 10, 2004 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 18, 2004. 

57. Attached hereto as Document "A-24" is a copy of Sino's Annual Report for the year 

2003 which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 18,2004. 

58. Attached hereto as Document "A-25" is a copy of Sino's AIF for the year 2003 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on May 19, 

2004. 
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59. Attached hereto as Document "A-26" is a copy of Sino's AIF for the year 2004 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on March 31, 

2005. 

60. Attached hereto as Document "A-27" is a copy of Sino's Management Information 

Circular dated April 15, 2005 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on April 25, 2005. 

61. Attached hereto as Document "A-28" is a copy of Sino's Annual Report for the year 

2004 which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

April25, 2005. 

62. Attached hereto as Document "A-29" is a copy of Sino's AIF for the year 2005 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on March 31, 

2006. 

63. Attached hereto as Document "A-30" is a copy of Sino's First Quarter Report for 2006 

which was downloaded from SEDAR. SEDAR indicates that document was filed on 

May 11, 2006. 

64. Attached hereto as Document "A-31" is a copy of Sino's Management Information 

Circular dated May 8, 2006 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 11, 2006. 

65. Attached hereto as Document "A-32" is a copy of Sino's Annual Report for the year 

2005 which was downloaded from SEDAR. This document contains that year's annual 
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MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 12,2006. 

66. Attached hereto as Document "A-33" is a copy of Sino's press release entitled "Sino

Forest to Raise US$200 million in Strategic Placement- Sino-Forest to Acquire 200,000 

Hectares of Standing Timber in Yunnan Province," dated March 23, 2007 which was 

downloaded from SEDAR. SEDAR indicates that document was filed in March 23, 

2007. This document was also filed as a material change report on April 2, 2007. 

67. Attached hereto as Document "A-34" is a copy of Sino's AIF for the year 2006 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on March 30, 

2007. 

68. Attached hereto as Document "A-35" is a copy of Allen Chan's certification of Annual 

Filings for the year 2006 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on March 30, 2007. 

69. Attached hereto as Document "A-36" is a copy of David Horsley's certification of 

Annual Filings for the year 2006 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on March 30, 2007. 

70. Attached hereto as Document "A-37" is a copy of Sino's Management Information 

Circular dated April 27, 2007 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 4, 2007. 

71. Attached hereto as Document "A-38" is a copy of Sino's Annual Report for the year 

2006 which was downloaded from SEDAR. This document contains that year's annual 
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MD&A and audited financial statements. SEDAR indicates that document was filed on 

May4, 2007. 

72. Attached hereto as Document "A-39" is a copy of Sino's MD&A and Interim Financial 

Statements for Q1 2007 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 14, 2007. 

73. Attached hereto as Document "A-40" is a copy of Allen Chan's certification of Interim 

Filings for Q1 2007 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 14, 2007. 

74. Attached hereto as Document "A-41" is a copy of David Horsley's certification of 

Interim Filings for Q1 2007 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 14, 2007. 

75. Attached hereto as Document "A-42" is a copy of Sino's Short Form Prospectus dated 

June 5, 2007 which was downloaded from SEDAR. SEDAR indicates that document 

was filed on June 5, 2007. 

76. Attached hereto as Document "A-43" is a copy of Sino's MD&A and Interim Financial 

Statements for Q2 2007 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on August 13, 2007. 

77. Attached hereto as Document "A-44" is a copy of Allen Chan's certification of Interim 

Filings for Q2 2007 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on August 13, 2007. 
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78. Attached hereto as Document "A-45" is a copy of David Horsley's certification of 

Interim Filings for Q2 2007 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on August 13, 2007. 

79. Attached hereto as Document "A-46" is a copy of Sino's MD&A and Interim Financial 

Statements for Q3 2007 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on November 12, 2007. 

80. Attached hereto as Document "A-47" is a copy of Allen Chan's certification of Interim 

Filings for Q3 2007 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on November 12, 2007. 

81. Attached hereto as Document "A-48" is a copy of David Horsley's certification of 

Interim Filings for Q3 2007 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on November 12, 2007. 

82. Attached hereto as Document "A-49" is a copy of Sino's press release entitled "Sino

Forest Signs Long-Term Standing Timber Agreement in Guangxi Province," dated 

December 10, 2007 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on December 10, 2007. 

83. Attached hereto as Document "A-50" is a copy of Sino's MD&A for the year 2007 

which was downloaded from SEDAR. SEDAR indicates that document was filed on 

March 18, 2008. 

84. Attached hereto as Document "A-51" is a copy of Allen Chan's certification of Annual 

Filings for the year 2007 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on March 18, 2008. 
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85. Attached hereto as Document "A-52" is a copy of David Horsley's certification of 

Annual Filings for the year 2007 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on March 18, 2008. 

86. Attached hereto as Document "A-53" is a copy of Sino's AIF for the year ended 2007 

which was downloaded from SEDAR. SEDAR indicates that document was filed on 

March 28, 2008. 

87. Attached hereto as Document "A-54" is a copy of Sino's MD&A (as amended) for the 

year 2007 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on March 28, 2008. 

88. Attached hereto as Document "A-55" is a copy of Allen Chan's certification of Annual 

Filings for the year 2007 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on March 28, 2008. 

89. Attached hereto as Document "A-56" is a copy of David Horsley's certification of 

Annual Filings for the year 2007 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on March 28, 2008. 

90. Attached hereto as Document "A-57" is a copy of Sino's Management Information 

Circular dated April 28, 2008 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 6, 2008. 

91. Attached hereto as Document "A-58" is a copy of Sino's Annual Report for the year 

2007 which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 6, 2008. 
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92. Attached hereto as Document "A-59" is a copy of Sino's MD&A and Interim Financial 

Statements for Q1 2008 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 13, 2008. 

93. Attached hereto as Document "A-60" is a copy of Allen Chan's certification of Interim 

Filings for Q 1 2008 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 13, 2008. 

94. Attached hereto as Document "A-61" is a copy of David Horsley's certification of 

Interim Filings for Q1 2008 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 13, 2008. 

95. Attached hereto as Document "A-62" is a copy of Sino's July 2008 Offering 

Memorandum dated July 17, 2008 which was downloaded from SEDAR. SEDAR 

indicates that document was filed as a schedule to a material change report on July 25, 

2008. 

96. Attached hereto as Document "A-63" is a copy of Sino's press release entitled "Sino

Forest Signs Long-Tenn Tree Acquisition Agreement in Fujian Province," dated August 

11, 2008 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on August 11, 2008. 

97. Attached hereto as Document "A-64" is a copy of Sino's MD&A and Interim Financial 

Statements for Q2 2008 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on August 12, 2008. 
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98. Attached hereto as Document "A-65" is a copy of Allen Chan's certification oflnterim 

Filings for Q2 2008 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on August 12, 2008. 

99. Attached hereto as Document "A-66" is a copy of David Horsley's certification of 

Interim Filings for Q2 2008 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on August 12, 2008. 

100. Attached hereto as Document "A-67" is a copy of Sino's MD&A and Interim Financial 

Statements for Q3 2008 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on November 13, 2008. 

101. Attached hereto as Document "A-68" is a copy of Allen Chan's certification of Interim 

Filings for Q3 2008 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on November 13, 2008. 

102. Attached hereto as Document "A-69" is a copy of David Horsley's certification of 

Interim Filings for Q3 2008 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on November 13, 2008. 

103. Attached hereto as Document "A-70" is a copy of Sino's press release entitled "Sino

Forest Increases Investment in Omnicorp Limited; Expanding Foothold in South 

American Tropical Forest," dated February 6, 2009 which was downloaded from 

SEDAR. This document was also filed as a material change report on February 13, 2009. 

104. Attached hereto as Document "A-71" is a copy of Sino's MD&A for the year 2008 

which was downloaded from SEDAR. SEDAR indicates that document was filed on 

March 16, 2009. 
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105. Attached hereto as Document "A-72" is a copy of Allen Chan's certification of Annual 

Filings for the year 2008 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on March 16, 2009. 

106. Attached hereto as Document "A-73" is a copy of David Horsley's certification of 

Annual Filings for the year 2008 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on March 16, 2009. 

107. Attached hereto as Document "A-74" is a copy of Sino's MD&A (as amended) for the 

year ended 2008 which was downloaded from SEDAR. SEDAR indicates that document 

was filed on March 17, 2009. 

108. Attached hereto as Document "A-75" is a copy of Allen Chan's certification of refilled 

Annual Filings for the year 2008 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on March 17, 2009. 

109. Attached hereto as Document "A-76" is a copy of David Horsley's certification of 

refilled Annual Filings for the year 2008 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on March 17,2009. 

110. Attached hereto as Document "A-77" is a copy of Sino's AIF for the year 2008 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on March 31, 

2009. 

111. Attached hereto as Document "A-78" is a copy of Allen Chan's certification of Annual 

Filings for the year 2008 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on March 31, 2009. 
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112. Attached hereto as Document "A-79" is a copy of David Horsley's certification of 

Annual Filings for the year 2008 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on March 31, 2009. 

113. Attached hereto as Document "A-80" is a copy of Sino's Management Information 

Circular dated April 28, 2009 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 4, 2009. 

114. Attached hereto as Document "A-81'' is a copy of Sino's Annual Report for the year 

2008 which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 4, 2009. 

115. Attached hereto as Document "A-82" is a copy of Sino's MD&A and Interim Financial 

Statements for Q 1 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 11, 2009. 

116. Attached hereto as Document "A-83" is a copy of Allen Chan's certification of Interim 

Filings for Q 1 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 11, 2009. 

117. Attached hereto as Document "A-84" is a copy of David Horsley's certification of 

Interim Filings for Q1 2009 which was downloaded from SEDAR.. SEDAR indicates 

that document was filed on May 11, 2009. 

118. Attached hereto as Document "A-85" is a copy of Sino's Final Short Form Prospectus 

dated June 1, 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on June 1, 2009. 
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119. Attached hereto as Document "A-86" is a copy of Sino's press release entitled "Sino

Forest Signs Long-Term Tree Acquisition Agreement in Jiangxi Province," dated June 

11, 2009 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on June 11, 2009. 

120. Attached hereto as Document "A-87" is a copy of Sino's June 2009 Exchange Offer 

Memorandum dated June 24, 2009 which was downloaded from SEDAR. SEDAR 

indicates that document was filed as a schedule to a material change report on June 25, 

2009. 

121. Attached hereto as Document "A-88" is a copy of Sino's MD&A and Interim Financial 

Statements for Q2 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on August 10, 2009. 

122. Attached hereto as Document "A-89" is a copy of Allen Chan's certification of Interim 

Filings for Q2 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on August 10, 2009. 

123. Attached hereto as Document "A-90" is a copy of David Horsley's certification of 

Interim Filings for Q2 2009 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on August 10, 2009. 

124. Attached hereto as Document "A-91" is a copy of Sino's MD&A and Interim Financial 

Statements for Q3 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on November 12, 2009. 
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125. Attached hereto as Document "A-92" is a copy of Allen Chan's certification of Interim 

Filings for Q3 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on November 12, 2009. 

126. Attached hereto as Document "A-93" is a copy of David Horsley's certification of 

Interim Filings for Q3 2009 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on November 12, 2009. 

127. Attached hereto as Document "A-94" is a copy of Sino's Final Short Form Prospectus 

dated December 10, 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on December 11, 2009. 

128. Attached hereto as Document "A-95" is a copy of Sino's December 2009 Offering 

Memorandum dated December 10, 2009 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on December 11, 2009. 

129. Attached hereto as Document "A-96" is a copy of Sino's press release entitled "Sino

Forest Acquires Homix Limited, an R&D and Recomposed Wood Manufacturer in 

China," dated January 12, 2010 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on January 12, 2010. 

130. Attached hereto as Document "A-97" is a copy of Sino's press release entitled "Sino

Forest Signs Long-Term Master Agreement to Acquire Trees in Guizhou Province," 

dated January 28, 2010 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on January 28, 2010. 

131. Attached hereto as Document "A-98" is a copy of Sino's press release entitled "Sino

Forest Completes Acquisition of Mandra Forestry," dated February 8, 2010 which was 
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downloaded from SEDAR. This document was also filed as a material change report on 

SEDAR on February 16, 2010. 

132. Attached hereto as Document "A-99" is a copy of Sino's AIF for the year 2009 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on March 31, 

2010. 

133. Attached hereto as Document "A-100'' is a copy of Allen Chan's certification of Annual 

Filings for the year 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on March 31,2010. 

134. Attached hereto as Document "A-101" is a copy of David Horsley's certification of 

Annual Filings for the year 2009 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on March 31, 2010. 

135. Attached hereto as Document "A-102'' is a copy of Sino's Management Information 

Circular dated May 4, 2010 which was downloaded itom SEDAR. SEDAR indicates that 

document was filed on May 11, 2010. 

136. Attached hereto as Document "A-103" is a copy of Sino's Annual Report for the year 

2009 which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 11, 2010. 

137. Attached hereto as Document "A-104" is a copy of Sino's MD&A and Interim Financial 

Statements for Ql 2010 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 12, 2010. 
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138. Attached hereto as Document "A-105" is a copy of Allen Chan's certification oflnterim 

Filings for Q1 2010 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 12, 2010. 

139. Attached hereto as Document "A-106" is a copy of David Horsley's certification of 

Interim Filings for Q1 2010 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on May 12, 2010. 

140. Attached hereto as Document "A-107'' is a copy of Sino's press release entitled "Sino

Forest Completes Acquisition of Minority Interest in Greenheart Resources," dated June 

1, 2010 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on June 1, 2010. 

141. Attached hereto as Document "A-108" is a copy of Sino's press release entitled "Sino

Forest Increases Investment in Hong Kong-Listed Omnicorp; Enhances Existing 

Partnership to Serve China's Wood Deficit," dated June 22, 2010 which was downloaded 

from SEDAR. SEDAR indicates that document was filed on June 22,2010. 

142. Attached hereto as Document "A-109" is a copy of Sino's MD&A and Interim Financial 

Statements for Q2 2010 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on August 10, 2010. 

143. Attached hereto as Document "A-110" is a copy of Allen Chan's certification oflnterim 

Filings for Q2 2010 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on August 10, 2010. 
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144. Attached hereto as Document "A-111" is a copy of David Horsley's certification of 

Interim Filings for Q2 2010 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on August 10, 2010. 

145. Attached hereto as Document "A-112" is a copy of Sino's press release entitled "Sino

Forest Acquires New Zealand Plantation and Intends to Transfer 100% Ownership to 

Omnicorp," dated November 2, 2010 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on November 2, 2010. 

146. Attached hereto as Document "A-113" is a copy of Sino's MD&A for Q3 2010 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on November 

10, 2010. 

147. Attached hereto as Document "A-114" is a copy of Sino's Interim Financial Statements 

for Q3 2010 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on November 10, 2010. 

148. Attached hereto as Document "A-115" is a copy of Allen Chan's certification oflnterim 

Filings for Q3 2010 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on November 10, 2010. 

149. Attached hereto as Document "A-116" is a copy of David Horsley's certification of 

Interim Filings for Q3 2010 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on November 10, 2010. 

150. Attached hereto as Document "A-117" is a copy of Sino's AIF for the year 2010 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on March 31, 

2011. 
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151. Attached hereto as Document "A-118" is a copy of Allen Chan's certification of Annual 

Filings for the year 2010 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on March 31, 2011. 

152. Attached hereto as Document "A-119" is a copy of David Horsley's certification of 

Annual Filings for the year 2010 which was downloaded from SEDAR. SEDAR 

indicates that document was filed on March 31, 2011. 

153. Attached hereto as Document "A-120" is a copy of Sino's Management Information 

Circular dated May 2, 2011 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on May 10, 2011. 

154. Attached hereto as Document "A-121" is a copy of Sino's Annual Report for the year 

2010 which was downloaded from SEDAR. This document contains that year's annual 

MD&A and audited financial statements. SEDAR indicates that document was filed on 

May 10, 2011. 

155. Attached hereto as Document "A-122" is a copy of Sino's press release entitled "Sino

Forest Signs Long-Term Master Agreements to Acquire 266,000 Hectares of Plantation 

Forests in Shaanxi and Yunnan Provinces," dated May 30, 2011 which was downloaded 

from SEDAR. SEDAR indicates that document was filed on May 31, 2011. 

156. Attached hereto as Document "A-123" is a copy of Sino's press release entitled "Sino

Forest Comments on Share Price Decline," dated June 3, 2011 which was downloaded 

from SEDAR. This document was filed on SEDAR as a material change report on June 

15,2011. 

674 



28 

157. Attached hereto as Document "A-124" is a copy of Sino's press release entitled "Sino-

Forest Releases Supporting Evidence against Allegations from Short Seller," dated June 

6, 2011 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on June 6, 2011. 

158. Attached hereto as Document "A-125" is a copy of Sino's press release entitled "Sino-

Forest Independent Committee Appoints Pricewaterhousecoopers," dated June 6, 2011 

which was downloaded from SEDAR. SEDAR indicates that document was filed on 

June 7, 2011. 

159. Attached hereto as Document "A-126" is a copy of Sino's press release entitled "Sino-

Forest Confirms Ontario Securities Commission Investigation," dated June 8, 2011 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on June 8, 

2011. 

160. Attached hereto as Document "A-127'' is a copy of Sino's MD&A for Q1 2011 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on June 1~, 

2011. 

161. Attached hereto as Document "A-128" is a copy of Sino's Interim Financial Statements 

for Q 1 2011 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on June 14, 2011. 

162. Attached hereto as Document "A-129" is a copy of Allen Chan's certification oflnterim 

Filings for Q 1 2011 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on June 14, 2011. 
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163. Attached hereto as Document "A-130" is a copy of David Horsley's certification of 

Interim Filings for Q 1 2011 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on June 14, 2011. 

164. Attached hereto as Document "A-131" is a copy of Sino's press release entitled "Sino

Forest Responds to the Globe and Mail Article," dated June 20, 2011 which was 

downloaded from SEDAR. SEDAR indicates that document was filed on June 20, 2011. 

165. Attached hereto as Document "A-132" is a copy of Sino's MD&A for Q2 2011 which 

was downloaded from SEDAR. SEDAR indicates that document was filed on August 15, 

2011. 

166. Attached hereto as Document "A-133" is a copy of Sino's Interim Financial Statements 

for Q2 2011 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on August 15, 2011. 

167. Attached hereto as Document "A-134" is a copy of Allen Chan's certification oflnterim 

Filings for Q2 2011 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on August 15, 2011. 

168. Attached hereto as Document "A-135" is a copy of David Horsley's certification of 

Interim Filings for Q2 2011 which was downloaded from SEDAR. SEDAR indicates 

that document was filed on August 15, 2011. 

169. Attached hereto as Document "A-136" is a copy of Sino's press release entitled "Sino

Forest Announces Repayment of 9.125% Guaranteed Senior Notes Due 2011," dated 

August 15, 2011 which was downloaded from SEDAR. SEDAR indicates that document 

was filed on August 15, 2011. 
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170. Attached hereto as Document "A-137" is a copy of Sino's press release entitled "Sino

Forest Announces the Resignation of Allen Chan as Chairman and Chief Executive 

Officer and his Appointment as Founding Chairman Emeritus," dated August 28, 2011. 

SEDAR indicates that document was filed on August 29, 2011. This document was also 

filed on SEDAR as a material change report on September 6, 2011. 

171. Attached hereto as Document "A-138" is a copy of Sino's press release entitled "Sino

Forest Responds to Request to Commence Action against Certain Insiders and Others," 

dated October 14, 2011 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on October 14, 2011. 

172. Attached hereto as Document "A-139" is a copy of Sino's press release entitled "Sino

Forest Confirms Coupon Payment of 6.25% Guaranteed Senior Notes Due 2017," dated 

October 21, 2011 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on October 21, 2011. 

173. Attached hereto as Document "A-140" is a copy of Sino's press release entitled "Sino

Forest Announces Resignation of Director," dated November 4, 2011 which was 

downloaded from SEDAR. SEDAR indicates that document was filed on November 7, 

2011. 

174. Attached hereto as Document "A-141" is a copy of Sino's press release entitled "Sino

Forest Announces Findings of the Independent Committee," dated November 15, 2011 

which was downloaded from SEDAR. This document was also filed on SEDAR as a 

material change report on November 22, 2011. 
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175. Attached hereto as Document "A-142" is a copy of Sino's press release entitled "Sino

Forest Updates Status of its Third Quarter Financial Results and Certain Other Matters," 

dated December 12, 2011 which was downloaded from SEDAR. This document was 

also filed on SEDAR as a material change report on December 13, 2011. 

176. Attached hereto as Document "A-143" is a copy of Sino's press release entitled "Sino

Forest Corporation Receives Notice of Default and Forms Special Restructuring 

Committee," dated December 18, 2011 which was downloaded from SEDAR. SEDAR 

indicates this document was filed on December 19, 2011. 

177. Attached hereto as Document "A-144" is a copy of Sino's press release entitled "Sino

Forest Provides Update Regarding Note Holder Default Notices and Comments on the 

Status of its Historic Financial Statements," dated January 10, 2012 which was 

downloaded from SEDAR. This document was also filed on SEDAR as a material 

change report on January 17, 2012. 

178. Attached hereto as Document "A-145" is a copy of the waiver agreement relating to 

Sino's 6.25% Guaranteed Senior Notes Due 2017 which was downloaded from SEDAR. 

SEDAR indicates that document was filed on January 12, 2012. 

179. Attached hereto as Document "A-146" is a copy of the waiver agreement relating to 

Sino's 10.25% Guaranteed Senior Notes Due 2014 which was downloaded from SEDAR. 

SEDAR indicates that document was filed on January 12, 2012. 

180. Attached hereto as Document "A-147" is a copy of Sino's press release entitled "Sino

Forest Corporation's Noteholders Waive Default under Senior Notes on Agreed Terms," 



32 

dated January 12, 2012 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on January 12, 2012. 

181. Attached hereto as Document "A-148" is a copy of Sino's press release entitled "Sino

Forest Releases Final Report of the Independent Committee," dated January 31, 2012 

which was downloaded from SEDAR. This document was also filed on SEDAR as a 

material change report on February 7, 2012. 

SINO DOCUMENTS OBTAINED THROUGH OTHER MEANS 

182. Attached hereto as Document "A-149" is a copy of Sino's Management Information 

Circular dated February 11, 1994. This document has been obtained by the Hong Kong

based investigators Key Business Connections Ltd. ("KBC") for Siskinds. 

183. Attached hereto as Document "A-150" is a copy of Sino's Annual Report for the year 

1994. This document has been obtained by KBC for Siskinds. 

184. Attached hereto as Document "A-151" is a copy of Sino's Management Information 

Circular dated May 15, 1995. This document has been obtained by KBC for Siskinds. 

185. Attached hereto as Document "A-152" is a copy of Sino's Annual Report for the year 

1995. This document has been obtained by KBC for Siskinds. 

186. Attached hereto as Document "A-153" is a copy of Sino's AIF for the year 1995, dated 

May 15, 1996. This document has been obtained by KBC for Siskinds. 

187. Attached hereto as Document "A-154" is a copy of Sino's Management Information 

Circular dated May 30, 1996. This document has been obtained by KBC for Siskinds. 
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188. Attached hereto as Document "A-155" is a copy of Sino's Final Prospectus dated 

January 28, 1997. This document has been obtained by KBC for Siskinds. 

189. Attached hereto as Document "A-156" is a copy of Sino's Management Information 

Circular dated May 4, 1998. This document has been obtained by KBC for Siskinds. 

190. Attached hereto as Document "A-157'' is a copy of the October 2010 Offering 

Memorandum dated October 14, 2010. This document has been obtained by Siskinds 

through a freedom of information application to the Ontario Ministry ofFinance. 

191. Attached hereto as Document "A-158" is a copy of a press release titled "Greenheart 

acquires certain rights to additional 128,000 hectare concession in Suriname," dated 

March 1, 2011 which was downloaded from http://www.greenheartgroup.com. 

192. Attached hereto as Document "A-159" is a copy of Sino's Corporate Presentation 

relating to Q1 2011 results entitled "Growing Intelligently," dated June 14, 2011 which 

was downloaded from Sino's website. 

SINO'S INDEPENDENT COMMITTEE REPORTS AND SCHEDULES 

193. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Laura-Marie Paynter retrieved the following documents from Sino's website. 

194. Attached hereto as Document "A-160" is a copy of the First Interim Report of the 

Independent Committee ("IC") to the Board of Directors of Sino-Forest Corporation 

("First Interim Report"), dated August 10, 2011. 
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195. Attached hereto as Document "A-161" is a redacted copy of the Second Interim Report 

of the Independent Committee to the Board of Directors of Sino-Forest Corporation 

("Second Interim Report"), dated November 13, 2011. 

196. Attached hereto as Document "A-162" are copies of the schedules to the IC's Second 

Interim Report, along with an index. 

197. Attached hereto as Document "A-163" is a copy of the memorandum by Sino's IC's 

legal advisors, entitled "Report on Process to Date," dated November 13, 2011. This 

document was downloaded from SEDAR. SEDAR indicates that document was filed on 

November 15, 2011. 

198. Attached hereto as Document "A-164" is a copy of The Final Report of the Independent 

Committee to the Board of Directors of Sino-Forest Corporation ("Final Report"), dated 

January 31,2012. 

POYRY'S REPORTS AND CONSENT LETTERS 

199. Unless otherwise indicated, on instructions from myself and other members of the 

Siskinds team prosecuting this matter, Laura-Marie Paynter retrieved the following 

documents from SEDAR. 

200. Attached hereto as Document "A-165" is a copy ofPoyry's report entitled "Sino-Forest 

Corporation, Valuation of China Forest Assets as at 31 December 2007," dated March 14, 

2008 which was downloaded from SEDAR. SEDAR indicates that document was filed 

on March 31,2008. 
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201. Attached hereto as Document "A-166" is a copy ofPoyry's report entitled "Sino-Forest 

Corporation, Valuation of China Forest Assets as at 31 December 2008," dated April 1, 

2009 which was downloaded from SEDAR. SEDAR indicates that document was filed 

on April2, 2009. 

202. Attached hereto as Document "A-167" is a copy ofPoyry's report entitled "Sino-Forest 

Corporation, Valuation of China Forest Assets as at 31 December 2009," dated April 23, 

2010 which was downloaded from SEDAR. SEDAR indicates that document was filed 

on April30, 2010. 

203. Attached hereto as Document "A-168" is a copy ofPoyry's report entitled "Summary of 

Sino-Forest's China Forest Asset 2010 Valuation Reports," dated May 27, 2011 which I 

downloaded from Poyry's website on June 3, 2011. It appears that Poyry has since 

deleted this document down from its website. 

204. Attached hereto as Document "A-169" is a copy of the document entitled "Summary 

Valuation Report, Sino-Forest Corporation, Valuation of Purchased Forest Crops as at 31 

December 2010," dated May 27, 2011 which I downloaded from Poyry's website on June 

3, 2011. It appears that Poyry has since deleted this document down from its website. 

205. Attached hereto as Document "A-170" is a copy of Poyry's report entitled "Stakeholder 

and Analyst Summary Report, Sino-Forest Corporation, Valuation of China Planted 

Forest Crops as at 31 December 2010," dated May 27, 2011 which I downloaded from 

Poyry's website on June 3, 2011. It appears that Poyry has since deleted this document 

down from its website. 
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206. Attached hereto as Document "A-171" is a copy ofPoyry's report entitled "Stakeholder 

and Analyst Summary Report, Sino-Forest Corporation, Background Papers 

Accompanying the 31 December 2011 [sic.] Valuation of Sino-Forest's China Forest 

Assets," dated May 27, 2011 which I downloaded from Poyry's website on June 3, 2011. 

It appears that Poyry has since deleted this document down from its website. 

207. Attached hereto as Document "A-172" is a copy of Poyry's report entitled "Summary 

Valuation Report, Sino-Forest Corporation, Valuation of Mandra Forest Crops as at 31 

December 2010," dated May 31, 2011 which I downloaded from Poyry's website on June 

3, 2011. It appears that Poyry has since deleted this document down from its website. 

208. Attached hereto as Document "A-173" is a copy of Poyry's consent letter dated March 

15, 2007 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on March 28, 2007. 

209. Attached hereto as Document "A-174" is a copy ofPoyry's consent letter dated June 5, 

2007 which was downloaded from SEDAR. SEDAR indicates that document was filed 

on June 5, 2007. 

210. Attached hereto as Document "A-175" is a copy of Poyry' s consent letter dated March 

14, 2008 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on March 31, 2008. 

211. Attached hereto as Document "A-176" is a copy ofPoyry's consent letter dated April 1, 

2009 which was downloaded from SEDAR. SEDAR indicates that document was filed 

on April 2, 2009. 
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212. Attached hereto as Document "A-177" is a copy ofPoyry's consent letter dated June 1, 

2009 which was downloaded from SEDAR. SEDAR indicates that document was filed 

on June 1, 2009. 

213. Attached hereto as Document "A-178" is a copy of Poyry's consent letter dated 

December 10, 2009 which was downloaded from SEDAR. SEDAR indicates that 

document was filed on December 11, 2009. 

214. Attached hereto as Document "A-179" is a copy of Poyry' s consent letter dated April 

30, 2010 which was downloaded from SEDAR. SEDAR indicates that document was 

filed on April30, 2010. 

MUDDY WATERS' REPORTS AND SCHEDULES 

215. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Laura-Marie Paynter retrieved the following documents from Muddy Waters' 

website. Where I describe the content of a document below, and that document is not in 

English, I assume that Muddy Waters' description is correct. Where documents below 

are translated, that translation was done by Muddy Waters. 

216. Attached hereto as Document "A-180" is a copy of the Muddy Waters' Report, dated 

June 2, 2011, retrieved from the Muddy Waters' website. 

217. Attached hereto as Document "A-181" are copies ofthe appendices Al through K6 to 

the Muddy Waters' Report, which are identified at the bottom of each page. These 

documents were retrieved from Muddy Waters' website. Where these documents are 

translated, that translation was done by Muddy Waters. 
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218. Attached hereto as Document "A-182" is a copy of the document entitled "Muddy 

Waters' Reaction to TRE Ql 2011 Conference Call," dated June 14, 2011, retrieved from 

the Muddy Waters' website. 

219. Attached hereto as Document "A-183" is a copy ofthe document entitled "The Ties that 

Blind- Part 1," retrieved from the Muddy Waters' website. 

INTER-AMERICAN COURT OF HUMAN RIGHTS' DECISION 

220. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Laura-Marie Paynter retrieved a copy of the judgment of the Inter-American 

Court ofHuman Rights in the case of the Saramaka People v. Suriname, dated November 

28, 2007, a copy ofwhich is attached hereto as Document "A-184". 

ONTARIO SECURITIES COMMISSION'S CEASE TRADE ORDERS 

221. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Laura-Marie Paynter retrieved the following documents from the Ontario 

Securities Commission's ("OSC") website. 

222. Attached hereto as Document "A-185" is a copy of the Temporary Cease Trade Order, 

dated August 26, 2011. 

223. Attached hereto as Document "A-186" is a copy of the Cease Trade Order, dated August 

26, 2011. 
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224. Attached hereto as Document "A-187'' is a copy ofthe Temporary Cease Trade Order, 

dated September 8, 2011. 

225. Attached hereto as Document "A-188" is a copy of the Cease Trade Order, dated 

September 15, 2011. 

226. Attached hereto as Document "A-189" is a copy of the Temporary Cease Trade Order, 

dated January 23, 2012. 

DOCUMENTS FROM ONTARIO SECURITIES COMMISSION'S PROCEEDINGS 

227. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Laura-Marie Paynter obtained the following documents relating to the Sino 

proceedings before the OSC. 

228. Attached hereto as Document "A-190" is a copy of the affidavit of Anthony Long in the 

matter of Sino-Forest Corporation et al., sworn September 7, 2011. 

229. Attached hereto as Document "A-191" is a copy of the transcript of the OSC hearing in 

the matter of Sino-Forest Corporation et al., dated September 8, 2011. 

SINO MANAGEMENT'S CONFERENCE CALLS 

230. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Michael McApline, a librarian at Siskinds, retrieved the following documents 

from online databases. 
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231. Attached hereto as Document "A-192" is a copy ofthe transcript ofthe forest valuation 

report discussion conference call hosted jointly by Sino and Poyry on June 1, 2011. 

232. Attached hereto as Document "A-193" is a copy of the transcript of Sino's conference 

call to discuss Q 1 2011 financial results held on June 14, 2011. 

SINO SHARES' TRADING HISTORY 

233. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Michael McApline retrieved the TSX data on Sino shares' trading history from 

March 23, 1994 through August 25, 2011, attached hereto as Document "A-194". 

INFORMATION OBTAINED FROM SEDI 

234. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Laura-Marie Paynter retrieved the following document from The System for 

Electronic Disclosure by Insiders ("SEDI"). 

235. Attached hereto as Document "A-195" is a document containing information on Sino's 

insiders' trading activities during the Class Period which was downloaded from SEDI. 

NEWSPAPER ARTICLES 

236. On instructions from myself and other members of the Siskinds team prosecuting this 

matter, Laura-Marie Paynter retrieved copies of the following articles. 
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237. Attached hereto as Document "A-196" is a copy of the South China Morning Post article 

entitled "Hard Work Pays off for 'Vicious' Akai Liquidator," dated October 6, 2009 

which was downloaded from the internet. 

238. Attached hereto as Document "A-197" is a copy of the Globe and Mail Article entitled 

"Key partner casts doubt on Sino-Forest claim," dated June 18, 2011 which was 

downloaded from the Globe and Mail website. 

239. Attached hereto as Document "A-198" is a copy of the Globe and Mail Article entitled 

"On the trail of the truth behind Sino-Forest," dated June 19, 2011 which was 

downloaded from the Globe and Mail website. 

240. Attached hereto as Document "A-199" is a copy of the Globe and Mail Article entitled 

"The empire Sino-Forest built and the farmers who paid the price," dated October 15, 

2011 which was downloaded from the Globe and Mail website. 

241. Attached hereto as Document "A-200" is a copy of the article entitled "Sino-Forest 

chairman rises to company's defense," dated February 15, 2012 which was downloaded 

from the Working Forest website. 

242. Attached hereto as Document "A-201'' is a copy ofthe Globe and Mail Article entitled, 

"Canadian audits of China firms had major gaps: regulator," dated February 21, 2012 

which was downloaded from the Globe and Mail website. 
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243. Attached hereto as Document "A-202" is a copy of the Canadian Public Accountability 

Board report of February 2012 entitled "Auditing in Foreign Jurisdictions," referenced in 

the article noted in the preceding paragraph. 

SWORN before me at the City of 
Toronto, in the Province of Ontario, 
this 2nd day of March, 2012. 

' 

Daniel E. H. Bach 
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PLACEMENTS CANADA INC., CREDIT SUISSE SECURITIES (USA) LLC. and BANC OF 
AiviERlCA SECURITIES LLC 

Defendants 

Proceeding under the Class p,•oceedings Act. 1992 

AFFJDA YlT OF CAROL-ANN T JON-PIAN-GI 

I, Carol-Ann Tjon-Pian-Gi, of the city of Paramaribo. in the country of Suriname. MAKE 

OATH At\0 SA V: 

I. I ani an indepe11.dem lawyer and sworn translatOr residing in Suriname. 

2. I swear this affidavit in support of the Plaintiffs' motion seeking an order granting leave 

to the Plaintiffs L<) pursue the causes of action available under Part. XXIII. I ofthe Ontario 
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Securities Act. RSO 1990, c S 5, anu, ii' necessary, under the equivalent provisions of the 

Securities Acts of the other Canadian Provinces. I swear this affidavit for no improper 

purpose. 

I. INTRODUCTION AND SUMMARY OF OPINIONS 

3. I have been retained by Siskinds LLP and Koskie Minsky LLP. co-counsel ltlr the 

Plaintiffs herein ("Class Counsel"), to provide advice and assistance as to matters of 

SUrinarnc la\v in relations tO certain aliegations made 1n the above-captioned litigation 

against Sino-Forest Corporation ("Sino-Foresn and cei1:aifl other's. 

4. Class Couhsd have requested that r provide an opinion with respect to the question set 

forth below. 

II. MY QUALIFICATIONS AND COMPENSATION 

5. I Was a\\·arded a Master's Degree i11 Law from the Univei'slty of Sutiname In :2005 and 

therealler completed a mandatory internship of two years. I was admitted to the Bar of 

Surinarne in December 2008 to practice civil and criminal Jaw in Suriname, and I am a 

member in good standing of the Har of Suriname. 

6. I was awarded a 8achelor's Degree in English from the Advanced Teacher Training 

College in I 995 and was sworn in as a translator Engl ish-Dutch!Dutcb-English in 

December 2008. 

7. Attached l'lcrcto 1'uid mai·kcd as Exhibit "A" is a C()py of my currlculul11 vitae. 

8. My compensation in this matter is based on the number of hours spent in the course of 

my retainer. My hourly rate is$ 150. 



' . ' \ 

., - _) -

Ill. MATERIALS REVIEWED 

9. Prior to rendering the opiliions below, ! reviewed the following materials: 

• Act of 18 September 1992, containing provisions with regard to forest management 

as well as fixest exploitation aJid the primar•y iumber proc.essing industry (Forest 

Management Act), S.B. 1992, no. 80, with explanatory memorandum. 

IV. QLESTlON POSED AND OPINION 

I 0. Class Counsel have asked me to render an opinion in relation to the following question: 

JJo the iaws of Suriname impose an upper limit on the : .. ize of the forestry 
concession(s) /hat may be granted to a company or an affiliated group of 
companies? If so, what is that limit? 

l I. Article 26 of the Forest Management Act (S.B. 1992 no. 80) of the Republic of Suriname 

(''Article 26") stipulates a i11aximum allowable conc.ession size. That article states: 

The total surface of a concession, a lid the total joiiit surface of various 
concessions, granted to a natural person or legal entity or to various legal entities 
in which a natural person or a legal entity has a majority interest, shall be no more 
than 150,000 hectares. 

12. The explanatory memorandum to the Forest Management Act states: 

Exceeding the maximum surface stated in mtide 26 shall only be possible by la\v 
in certain special cases. 

13. I have researched whether any law, rule or regulation of the Republic of Suriname, or of 

any wgulatory body thereof having jurisdiction over forestry concessions in Suriname, 

creates any exception to the maximum allowable C()flcessioil size under Art'icle 26 that 

would pcnnit Greenhcart Group Limited and its subsidiaries to exceed the li111ited 

imposed by Article 26, but l have identified no such law, rule, regulatiD:ti ot exceptiol'l. 
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V. CONCLUSION 

14. It is my understanding that discovery has not yet commented 1n this action and, 

accordingly, my opinions are subject to amendment or revision based upon the 

development of additional evidence. 

15. I certify that, to the best of my knowledge and belief: 

the statements of fact contained in this A ftidavlt are true and correct; 

the reported analyses, opinions and conclusions are limited only by the 

reported assun1ptions and limiting conditions, and are my personaL 

unbiased professional analyses, opinions and conclusions; 

I have reviewed Rule 4.1 of the Ontario Rules of Civil Procedure, and 

have prepared this Affidavit having regard to the duty described therein~ 

I have no present or prospective interest in the parties to this case, and 1 

have no personal interest or bias with respect to the parties involved.: and 

my compensation is not contingent on an action or event resulting from 

the analyses, opinions or conclusions in, or the use of. this Affidavit. 

OJ/Ol/2ill2 __ 
Date 

Sworn to me this lstday of 

Produced Identification: Surinam 
Personally Known to M.e: N/A 

March, 20 'J, at the Citv of Paramaribo 
in the ..-,oimtry of Sur.-i'h$c. 

f ct~v- _.__ f) 

#-.L-~~ 
elfk_!simbabi 

Vrce C(msul of the 
United States of America 

Notary Public 

Rspubl!c Of Sunname 1 
Dhltric! of Pararnanbo ) 
t::l1y of P.aramanbo l S~ 
.E:mba~sy o1the Unft!!d J 
S't~!ef. at A rr.e~c.3 l 

My Commission Expires 
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This is Exhibit ''A" mentioned and referred to in 
the Affidavit of Carol-Ann Ijot1-Pian-Oi, swom 

before me at the City of Paramaribo, in the 

Country of Suriname, this ls..t._ day of March, 
2012. 

Repuhllc o' Surlnlln'" ; 
D13tnct of ParomaN!:l') ) 
City ot Par-noo ) S:s 
E1'11t>ll*Sy Of !he Unit&d ) 
St"!te!: cf,~.~C3 } 

My Commission Expires 

,~,. ~ 

I\IVER OF RESPONSIBILIT~ 
•e lJ.~ £...mbassy assumes no 
ponslbihty for the truth or 
;ity of 1 cprcscntations which 

,,th:.ear in thas do'-IHilent-
""ft""'""""'"'""'"' ""' "" 
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Curriculum vitae 
CarokA.nn Tjon Pian Gi 
Lawyer and Sworn Transla!or 

Pardolaan 20, Uilvlugt 
Paramaribo, Surit1iune, S.A. 
Phone I Fax (597} 4922.':i7 
Mobile (597) 8S6 i 200 
Email <,'[ltpg@y.aiw<• cqm 

Summarv 

- 6-

Exhibit A 

Legai Ad~isory: Corporate Law. Dusincss Contracts, Regulatory Affairs & Legal Compliance. Business Advisory & 
Supporl. 
Language Advisory; Legal Translations. Sworn Translations. 

Education 

Anton de Kom Universiteit van Suriname. Paramaribo, Suriname 
L:nv 
Master's Degree (with honors) (2005) 
Thesis: Ekctroni(; Commerce Tr<1nsilctions under Sul'inailiesc Legislation 
Electives: lntetliiitlotlal Trade l.aw and Anglo-American Law 

Advanced Teacher Training College. Paramaribo. Surit:ame 
English 
Bachelm·'s Degree ( 1995) 
Thesis: English for Special Purposes (ESP) 

Experience 

independent Lawyer 
2008 - Present 
Private Practice 
Retai1ied by or in-house legal counsel lor a small number of local companies, including Carisma Marketing Services 
Ltd., a subsidiary of Rritish American Tohacco; Moengo Minerals N. V. (mining) and Topspm1 N. V., the largest 
sporting goods store in Suriname. 
General bi-lingual legal services; corporate and regulatory affairs: legal compliam;e; permits (bus.tness, labor, work, 
mining); contract drafting and screening (purchase, labor, lease, joint ventures. distribution, franchise). 
Also provide incidental legal advisory services as requested by local and foreign companies. including NA VTEQ 
USA, a subsidiary of Nokia Corporation. 

Assistant Lecturer- Law Department at Anton de Kom Universiteit van Suriname 
2006- 2bo8 
Prepare course 1riaterial and give le<.:tures ·on Legal Tltr;;ory. 

Independent Language Consultant 
2008 - Present 
Retilirted as legal ttai1Siatot English-Dutch/Dutch English by a number ofloca! companies (insurance, industrial) and 
others (local bank, local law offices), 
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199!- 2004 
Provide bii1gu<\ge services for a number of local companies including SURAL(() LLC., a sub;;idia.ry of ALCOA 
LLC. ai1d BHP Billiton (mining). as well as a number of diplomatic missions to \)uril1ame including the US 
Embassy in Paramaribo and the Ot1ice of the European Delegation in Suriname. 

1991 -2003 
Lcrturcr- English fo•· Occupational Pu1·poses (EOP) and English for Special Purposes (ESP) 
Various t:ducational institutes in Paramaribo. Suriname 

Languages 

Dutch (l\ative or bilingual proficiency) 
English (Full professional proficiency) 
Spanish (Limited working proficiency) 
Fi·eiith (Lilriited \\'(iJ-kiJ1g proficicncyl 
Sranan Tongo (Native or bilingual proficiency) 

----------------------------

Paramaribo. F ebruar·y 20 I 1 
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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 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, 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 BANC OF AMERICA SECURITIES 

LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF DENNIS DENG 

I, Dennis Deng, of the city of Beijing, in the People's Republic of China (the 

"PRC"), MAKE OATH AND SAY: 
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1. I am a senior partner in Dacheng Law Offices ("Dacheng"), a law firm based in Beijing 

in the PRC. 

2. I swear this affidavit in support of the Plaintiffs' motion seeking an order granting leave 

to the Plaintiffs to pursue the causes of action available under Part XXIII.1 of the Ontario 

Securities Act, RSO 1990, c S 5, and, if necessary, under the equivalent provisions of the 

Securities Acts of the other Canadian Provinces. I swear this affidavit for no improper 

purpose. 

I. INTRODUCTION AND SUMMARY OF OPINIONS 

3. On June 3, 2011, Dacheng was retained by Siskinds LLP and Koskie Minsky LLP, co-

counsel for the Plaintiffs herein ("Class Counsel"), to provide advice and assistance as to 

matters of PRC law in regard to various allegations made by Muddy Waters LLC against 

Sino-Forest Corporation ("Sino-Forest"). 

4. I have been requested by Class Counsel to provide opinions with respect to the questions 

set forth below. 

II. BACKGROUND OF DACHENG 

5. Founded in 1992, Dacheng is one of the first and largest law partnerships in China. On 

January 1, 1994, China's Legal Daily reported that Dacheng had become the largest law 

office in China. In 2005, Dacheng was rated as Outstanding Law Firm of Beijing. In 

2008, Dacheng was selected as "National Model Law Firm" of 2005-2007 by the All

China Lawyers Association. 

6. Dacheng has established an extensive global legal service network, covering most of the 

major cities and regions in the world. Apart from its headquarters in Beijing, Dacheng 
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also has 34 local offices located in, among other cities in the PRC, Shanghai, Wuhan, 

Chongqing, Tianjin, Harbin, Zhengzhou, Hangzhou, Guangzhou, Xi'an, Nanjing, 

Nanning, Changzhou and Zhoushan. Dacheng also has offices in Paris, Los Angeles, 

Singapore, New York, Hong Kong and Taiwan. 

7. There are currently over 2,600 lawyers and staff working for Dacheng, and its lawyers 

have expertise in areas including international trade, finance, construction, business 

administration, accounting, and taxation. At present, the firm's primary practice areas 

include corporate law, foreign direct investment, capital markets, mergers & acquisitions, 

finance, intellectual property, litigation, criminal defense and international trade. 

III. MY QUALIFICATIONS AND COMPENSATION 

8. I have been a partner of Dacheng since 2008. I have been called to practice law in the 

PRC since 2005, and I am a member in good standing of the bar of Beijing City. I was 

awarded a Masters of Law degree from Beijing University in 2003. 

9. Attached hereto and marked as Exhibit "A" is a copy of my curriculum vitae. 

10. Dacheng's compensation in this matter is based on the number of hours spent in the 

course of our retainer and the hourly rates of the lawyers who have rendered advice and 

assistance to Class Counsel. My hourly rate is $475. 

IV. MATERIALS REVIEWED 

11. Prior to rendering the opinions below, I reviewed the following materials: 

./ Notice of Annual and Special Meeting and Information Circular Respecting 

Acquisition of Sino-Wood Partners, Ltd. and Amalgamation with 1028412 Ontario 

Inc. to form Sino-Forest Corporation, 
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./ Final Report of the "Independent Committee" of the Board of Directors of Sino-

Forest Corporation (the "IC"), 

./ The Statement of Claim in this matter, 

./ Second Interim Report of the IC (the "Second Interim Report"), 

./ Schedules to the Second Interim Report, 

./ The First Report issued by Muddy Waters, and 

./ Company information on Shanghai Jin Xiang Wholesale Market Management Co., 

Ltd. ("SJXTM"). 

V. QUESTIONS POSED AND OPINIONS 

12. Below I set forth each of the questions in respect of which Class Counsel have asked me 

to render an opinion, as well as the opinion that I have provided in response thereto. 

Question 1: Under PRC law, is it lawful for forestry companies to make cash 

payments or to give gifts to employees of forestry bureaus? If not, what 

penalties are applicable under PRC law to forestry bureau employees 

who accept cash or gifts from such companies, and to companies who 

pay such cash or give such gifts? 

13. In the Second Interim Report, on p. 42, it is stated that 

There are indications in emails and in interviews with Suppliers that gifts or cash 

payments are made to forestry bureaus and forestry bureau officials. The reasons 

are not clear although two Suppliers noted benefits were provided for the issuance 

of confirmations. 

14. Under PRC law, it is unlawful for forestry companies or their representatives to make 

cash payments or to give "gifts" to employees of forestry bureaus. The applicable 

penalties vary primarily depending on the value of the payments and gifts, the recipient 
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of the "gift," and the offeror. See The Criminal Law of the People's Republic of China, 

chap. 8 ("Criminal Law"). 

15. A government employee who accepts a "gift" worth more than RMB 5,000 may face 

criminal bribery charge punishable by criminal detention from 1 to 6 months, 

imprisonment from 6 months to life, or death penalty, 1 depending on the value of the 

"gift." See /d. at §§ 383, 385, 386;2 also see The Standards for Prosecuting Crimes by the 

1 Criminal detention is executed by the public security near where the criminal resides and its term is between 1 month to 6 

months; imprisonment is incarceration in a prison for a term varying from 6 months to 20 years. See The Criminal Law of the 

People's Republic of China,§§ 42, 43, 45, 46. 

2 Criminal Law: 

Article 385 Any State functionary who, by taking advantage of his position, extorts money or property from another person, or 

illegally accepts another person's money or property in return for securing benefits for the person shall be guilty of 

acceptance of bribes. 

Any State functionary who, in economic activities, violates State regulations by accepting rebates or service charges of 

various descriptions and taking them into his own possession shall be regarded as guilty of acceptance of bribes and 

punished for it. 

Article 386 Whoever has committed the crime of acceptance of bribes shall, on the basis of the amount of money or property 

accepted and the seriousness of the circumstances, be punished in accordance with the provisions of Article 383 of this 

Law. Whoever extorts bribes from another person shall be given a heavier punishment. 

Article 383 Persons who commit the crime of embezzlement shall be punished respectively in the light of the seriousness of the 

circumstances and in accordance with the following provisions: 

(1) An individual who embezzles not less than 100,000 yuan shall be sentenced to fixed-term imprisonment of not less 

than 10 years or life imprisonment and may also be sentenced to confiscation of property; if the circumstances are 

especially serious, he shall be sentenced to death and also to confiscation of property. 

(2) An individual who embezzles not less than 50,000 yuan but less than 100,000 yuan shall be sentenced to fixed-term 

imprisonment of not less than five years and may also be sentenced to confiscation of property; if the circumstances are 

especially serious, he shall be sentenced to life imprisonment and confiscation of property. 

(3) An individual who embezzles not less than 5,000 yuan but less than 50,000 yuan shall be sentenced to fixed-term 

imprisonment of not less than one year but not more than seven years; if the circumstances are serious, he shall be 

sentenced to fixed-term imprisonment of not less than seven years but not more than 10 years. If an individual who 

embezzles not less than 5,000 yuan and less than 10,000 yuan, shows true repentance after committing the crime, and 

gives up the embezzled money of his own accord, he may be given a mitigated punishment, or he may be exempted 

from criminal punishment but shall be subjected to administrative sanctions by his work unit or by the competent 

authorities at a higher level. 

Id. at§§ 383, 385, 386. 

703 



- 6 -

Supreme People's Procuratorate of China, § 3. Confiscation of personal properties may 

be also imposed in addition to imprisonment or death penalty. Criminal Law, §§ 383, 385, 

386. 

16. If the bribe does not constitute a crime, a government employee may nonetheless be 

disciplined by the bureau where the employee works, or by that bureau's immediate 

superior authorities. See Criminal Law, §§ 383, 385, 386. 

17. With respect to the cash payments and "gifts" referenced in the Second Interim Report, if 

they were worth more than RMB 5,000, the forestry bureau employee who accepted the 

gift may face both bribery charge and administrative sanctions. 

18. Further, an entity that offers a bribe worth more than RMB 200,000 to government 

employees may be charged with entity bribery. The entity may consequently face a 

criminal fine of 1-5 times the value of the bribe offered, and its responsible personnel 

may be punished by criminal detention from 1 to 6 months or imprisonment from 6 

months to 5 years. Criminal Law,§ 393.3 

Question 2: Under PRC law, what are the legal consequences of filing inaccurate 

information with the AIC? 

19. Under PRC law, a person who knowingly files inaccurate information with the AIC may 

be subject to administrative sanctions and criminal punishment. 

3/d. Criminal Law, 

Article 393 Where a unit offers bribes for the purpose of securing illegitimate benefits or, in violation of State regulations, gives 

rebates or service charges to a State functionary, if the circumstances are serious, it shall be fined, and the persons who 

are directly in charge and the other persons who are directly responsible for the offence shall be sentenced to fixed-term 

imprisonment of no more than five years or criminal detention. 
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20. A company that knowingly registers with overstated registered capital may face 

administrative sanctions including rectification, an administrative fine from 5% to 15% of 

the overstated amount, and revocation of the registration and business license. 

Administrative Regulations of the People's Republic of China on Company Registration, 

§ 68.4 The company and its shareholders may also be punished by a criminal fine from 

1% to 5% of the overstated amount. Individual shareholders or responsible personnel of 

entity shareholders may face criminal detention from 1 to 6 months or imprisonment up 

to 5 years. Criminal Law, § 158.5 

21. A company that knowingly registers with inaccurate information may face potential 

administrative sanctions, including rectification, an administrative fine from RMB 50,000 

to RMB 500,000, and revocation of registration and business license. /d. Company 

Registration, § 696
. 

4 Administrative Regulations of the People's Republic of China on Company Registration, 

Article 68 If the registration of a company is obtained through falsification of the registered capital, the company registration 

organ shall order the company to make corrections and impose a fine at an amount of between 5 percent to 15 percent of 

the falsified registered capital. If the circumstance is severe, the company registration organ shall revoke the company 

registration or revoke its business license. 

5 /d. Criminal Law, 

Article 158 Whoever, when applying for company registration, obtains the registration by deceiving the competent company 

registration authority through falsely declaring the capital to be registered with falsified certificates or by other 

deceptive means shall, if the amount of the falsely registered capital is huge, and the consequences are serious or if 

there are other serious circumstances, be sentenced to fixed-term imprisonment of not more than three years or criminal 

detention and shall also, or shall only, be fined not less than one percent but not more than five percent of the capital 

falsely declared for registration. 

Where a unit commits the crime as mentioned in the preceding paragraph, it shall be fined, and the persons who are 

directly in charge and the other persons who are directly responsible for the crime shall be sentenced to fixed-term 

imprisonment of not more than three years or criminal detention. 

6 /d. Company Registration, 
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22. A company that knowingly registers with false capital contribution may face both 

administrative sanctions and criminal punishment. The sanctions include rectification, an 

administrative fine from 5% to 15% of the false amount claimed. /d. at § 707
. The 

punishment includes criminal fine from 2% to 10% of the false amount claimed, and the 

same applicable criminal detention or imprisonment as those stated in the paragraph 20 

above. Criminal Law, § 1598
. 

Question 3: What is the definition of "business activities" under PRC law, and do 

the activities of Sino-Forest's BVI subsidiaries, as their business is 

described in the Reports of the IC, come within that definition? 

23. The term "business activities" is not well defined under PRC law. In practice, however, 

"business activities" generally encompass any for-profit activities. 

Article 69 If the registration of a company is acquired through a false certificate or other deceptive means, the company 

registration organ shall order the company to make corrections and impose a fine from RMB 50,000 Yuan to RMB 

500,000 Yuan. If the circumstance is severe, it shall revoke the company registration or revoke its business license. 

7 !d. 

Article 70 If an initiator or shareholder of a company makes false capital contribution, fails to deliver the monetary or non

monetary property as capital contribution, or fails to deliver them on time, the company registration organ shall order 

him/her to make corrections and impose a fine from 5 percent to 15 percent of the amount of the false capital 

contribution. 

8 !d. Criminal Law, 

Article 159 Any sponsor or shareholder of a company who, in violation of the provisions of the Company Law makes a false 

capital contribution by failing to pay the promised cash or tangible assets or to transfer property rights, or 

surreptitiously withdraws the contributed capital after the incorporation of the company shall, if the amount involved is 

huge, and the consequences are serious, or if there are other serious circumstances, be sentenced to fixed-term 

imprisonment of not more than five years or criminal detention and shall also, or shall only, be fined not less than two 

percent but not more than 10 percent of the false capital contribution or of the amount of the capital contribution 

surreptitiously withdrawn. 

Where a unit commits the crime as mentioned in the preceding paragraph, it shall be fined, and the persons who 

are directly in charge and the other persons who are directly responsible for the crime shall be sentenced to fixed-term 

imprisonment of not more than five years or criminal detention. 
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24. According to the description in the reports of the IC, the BVI subsidiaries' businesses are 

for-profit, and therefore, in my opinion, those activities likely constitute "business 

activities" under PRC law. 

Question 4: What penalties could be applied under PRC law, and what regulatory 

action might be taken by PRC authorities, if Sino-Forest's BVI 

subsidiaries were determined to be engaged in "business activities" in 

the PRC? 

25. Foreign entities engaging in business activities m the PRC are required to register to 

obtain and maintain a proper license. Violation of this requirement may result in both 

administrative sanctions and criminal punishment. Regulations on Registration of 

Foreign Entities, §§ 2, 3.9 Sanctions include banning the unlicensed business activities, 

confiscating illegal income and properties used exclusively therefor, and/or an 

administrative fine of no more than RMB 500,000. 1° Criminal punishment includes a 

9 Administrative Measures for the Registration of Enterprises of Foreign Countries (Regions) Engaging in Production Operations 

Within the Territory in China, 

Article 2 In accordance with relevant laws and regulations of the state, after receiving approval from the State Council and 

competent authorities authorized by the State Council (hereinafter referred to as Approving Authorities), foreign 

enterprises engaging in production operations within the territory of China shall apply to the State Administration for 

Industry and Commerce or its authorized local administration for industry and commerce (hereinafter referred to as 

Registration Authorities) for registration. After receiving approval for registration from the Registration Authorities and 

obtaining a People's Republic of China Business License (hereinafter referred to as a Business License), a foreign 

enterprise may engage in production and business activities. No foreign enterprise may engage in production or 

business activities within the territory of China without receiving approval from the Approving Authorities and being 

approved for registration by the Registration Authorities. 

Article 3 In accordance with existing laws and regulations of the state, foreign enterprises engaged in the following production 

and business activities shall seek registration: (1) Exploration and development of petroleum and other land and marine 

mineral resources ... 

10 Measures for Investigation into, Punishment Against, and Banning of Any Business Operation That Is Carried out Without a 

License, 
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criminal fine from 1 to 5 times the amount of the profits gained, and the responsible 

personnel may also subject to criminal detention from 1 month to 6 months, or 

imprisonment from 6 months to 15 years. 11 

26. Therefore, the AIC may impose sanctions on Sino-Forest's BVI subsidiaries, and those 

BVI subsidiaries may also be charged with criminal offenses for their illegal business 

activities. 

Question 5: On p. 53 of the 2nd Interim Report of the Sino-Forest "Independent 

Committee," it is stated that: 

The IC Advisors have received copies of the Set-off Documents 

related to all the BVI standing timber purchase transactions 

Article 14 As regards unlicensed business operation acts, the administrative department for industry and commerce shall ban 

them and confiscate the illegal gains according to law; if the Criminal Law is violated, the parties concerned shall be 

investigated for criminal liability according to the provisions of the Criminal Law on the crime of illegal business 

operation, the crime of negligently causing a serious accident, the crime of major labor safety accident, the crime of 

causing an accident in the control of dangerous articles or any other crime; if such activities are not serious enough for 

criminal punishment, a fine of not more than 20, 000 yuan shall be concurrently imposed; as regards any unlicensed 

business operation act which is large in scale or causes serious social damage, a fine of not less than 20, 000 yuan but 

not more than 200, 000 yuan shall be concurrently imposed; as regards any unlicensed business operation act that 

harms human health, has serious hidden hazard to safety, threatens public safety or destroys environmental resources, 

the tools, equipment, raw materials, products (goods) and other property that are particularly used for unlicensed 

business operation acts shall be confiscated, and a fine of not less than 50, 000 yuan but not more than 500, 000 yuan 

shall be concurrently imposed. 

If any law or regulation stipulates otherwise in respect of the punishments for the unlicensed business operation acts, 

such law or regulation shall prevail. 

11 Criminal Law, 

Article 225 Whoever, in violation of State regulations, commits illegal acts in business operation and thus disrupts market order, 

if the circumstances are serious, shall be sentenced to fixed-term imprisonment of not more than five years or criminal 

detention and shall also, or shall only, be fined not less than one time but not more than five times the amount of illegal 

gains; if the circumstances are especially serious, he shall be sentenced to fixed-term imprisonment of not less than five 

years and shall also be fined not less than one time but not more than five times the amount of illegal gains or be 

sentenced to confiscation of property: 
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between the first fiscal quarter of 2006 and the first fiscal quarter 

of2011. However, the IC Advisors have not been provided with 

any documents showing movement of money to confirm that 

such set-off arrangements have been carried out. During 

meetings of the IC Advisors with Als and Suppliers, 

representatives from the Als and Suppliers declined to produce 

such documents showing movements of money. Common reasons 

cited for declining to produce documents included "tax reasons" 

and sensitivity towards the MW allegations and the resultant 

publicity. Further, some Als visited stated that they may not in 

fact make payment themselves as instructed by SF but would 

instead arrange for other parties ("fourth parties") to make 

payment on their behalf. Those fourth parties may then instruct 

''fifth" or "sixth" parties to make payment. 

In this situation, the Suppliers receiving payment will sometimes 

instruct its own ''fourth" parties to receive payment on its behalf. 

All the Als interviewed stated that these fourth parties are 

unrelated to SF. A common reason cited to explain the use of 

such expanding set-offs was for tax reasons but all Als declined 

to discuss exactly how such use of fourth parties reduce taxes 

payable. During the meeting with Supplier #1, its legal 

representative explicitly stated that it would always instruct 

another party to receive payment from the Als on its behalf. 

Reasons given for this arrangement included tax minimization 

and the fact that Supplier #1 did not have transactions with the 

Als and therefore would be unable to account for the receipt of 

payment from the Als. 

Assuming that the purported transactions between Sino's BVI 

subsidiaries and their Als and suppliers were real, and were not simply 

illusory transactions designed to inflate Sino's revenues, profits and 

assets, what "tax reasons" would explain the failure (1) to produce to 

the "Independent Committee" documents showing movements of money 

or (2) to explain to the "Independent Committee" how the use of fourth 

parties would minimize taxes payable? Is there a lawful way under PRC 
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law for an AI or Supplier to reduce taxes payable by using fourth parties 

to receive payments on behalf of the AI? 

27. In my opinion, on the assumption stated in the question above, the reason to involve these 

fourth parties is likely to evade the "value added tax" ("VAT"). The VAT applies to any 

transaction involving a sale of goods. When there is a chain of sales transactions, one can 

evade multiple VAT by concealing all the intermediate transactions through the use of a 

related fourth party to complete the final sale. If the intermediate transactions are not 

traceable, the VAT will be imposed only on the final transaction. 

28. With respect to that part of the above question which concerns the failure to produce 

documents showing the movement of money, in my opinion, it is likely that Sino's BVI 

subsidiaries and their Als and suppliers have declined to produce such documents 

because documents showing the movement of money may reveal the intermediate 

transactions, and thus, result in penalties for illegal tax evasion. 

29. Evasion of VAT may result in both an administrative fine of no more than 5 times the 

amount of the tax evaded, 12 and criminal punishment of imprisonment for the responsible 

personnel. 13 

12 Law of the People's Republic of China on the Administration of Tax Levying: 

Article 64 If a taxpayer or withholding agent falsifies tax basis, the tax authorities shall charge him to make corrections within a 

given time limit and impose a fine of up to but not exceeding RMB 50,000. 

If a taxpayer fails to make declaration of tax, fails to pay or underpays the tax payable, the tax authorities shall seek the 

payment of the tax unpaid or underpaid as well as the late payment interest, and concurrently impose a fine of exceeding 

50% but not exceeding five times of the amount of tax unpaid or underpaid. 

13 The article 201 of the Criminal Law was amended in Feb. 2009. Between the original and the admendment laws, the court will 

apply whichever is more favorable to the defendant depending on the situation. 

Article 201 Any taxpayer who fails to pay or underpays the amount of taxes payable by means of forging, altering, concealing or 

destroying without authorization account books or vouchers for the accounts, or overstating expenses or omitting or 

understating incomes in account books, or refusing to file his tax returns after the tax authorities have notified him to 
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Under PRC law, is it correct that standing timber, when not held in 

conjunction with a land use right, cannot be definitively proven by 

reference to a government maintained register? Is it correct that it is 

normally not possible to have Plantation Rights Certificates issued in the 

PRC for standing timber only? 

30. The Forestry Registration Law requires a modification request to be filed for any transfer 

of standing timber to change both the forestry bureau's registration record and the 

plantation rights certificate. Forestry Registration Law of People's Republic of China, §§ 

24, 30. The transfer is completed only after the registration is modified accordingly. ld. 

31. According to the National Forestry Bureau, the national policy after the forest land 

reform in 2006 is that a plantation right is a "three rights in one." The three types of 

do so or filing false tax returns shall, if the amount of tax evaded accounts for over 10 percent but under 30 percent of 

the total of taxes payable and over RMB 10,000 but under RMB 100,000, or if he commits tax evasion again after 

having been twice subjected to administrative sanctions by the tax authorities for tax evasion, be sentenced to fixed

term imprisonment of not more than three years or criminal detention and shall also be fined not less than one time but 

not more than five times the amount of tax evaded; if the amount of tax evaded accounts for over 30 percent of the total 

of taxes payable or is over RMB 100,000, he shall be sentenced to fixed-term imprisonment of not less than three years 

but not more than seven years and shall also be fined not less than one time but not more than five times the amount of 

tax evaded. 

Amendment VII to the Criminal Law, Article 3 

Article 201 of the Criminal Law is amended as: "Where any taxpayer declares false tax returns by cheating or concealment or 

fails to declare tax returns, and the amount of evaded taxes is relatively large and accounts for more than 10 percent of 

the payable taxes, he shall be sentenced to fixed-term imprisonment not more than three years or criminal detention, 

and be fined; or where the amount is huge and accounts for more than 30 percent of the payable taxes, shall be 

sentenced to fixed-term imprisonment not less than three years but not more than seven years, and be fined. 

Where anyone bearing the withholding obligation fails to pay or fails to pay in full the withheld or collected taxes by 

cheating or concealment, and the amount is relatively large, he shall be punished pursuant to the preceding paragraph. 

Where either of the acts as described in the preceding two paragraphs is committed many times without punishment, 

the amount shall be calculated on an accumulated basis. 

"Where any taxpayer who committed the act as described in Paragraph 1 has made up the payable taxes and paid the 

late fines after the tax authority issued the notice of tax recovery in accordance with the law, and has been 

administratively punished, he shall not be subject to criminal liability, except one who has been criminally punished in 

five years for evading tax payment or has been administratively punished by the tax authorities, twice or more." 
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rights encompassed within a plantation right are (1) the forest land use right, (2) the right 

to use the standing timber on the land, and (3) the ownership of the standing timber. The 

three rights go together in one plantation rights certificate, and these rights may not be 

separated. Therefore, no plantation rights certificate may be issued for standing timber 

alone. 

32. Except for the National Bureau's policy, no current law expressly specifies the concept of 

"three rights in one." In practice, some local forestry bureaus in different areas may issue 

plantation rights certificates for standing timber without the right of land use, even after 

the 2006 reform. 

33. The opinions expressed in paragraphs 31 and 32 above are based on my inquiries with the 

National Forestry Bureau, and seven provincial forestry bureaus: Beijing, Guangdong, 

Yunnan, Fujian, Chongqing, Guangxi, and Heilongjiang. 

Question 7: On pp. 24-25 of the 2nd Interim Report, it is stated: 

If the BVI or WFOE has entered into a timber purchase contract 

to acquire standing timber, has from the local forestry bureau a 

written confirmation letter and does not have a Plantation Rights 

Certificate registered in its name or been provided the relevant 

Plantation Rights Certificate registered in the name of the 

Supplier for such standing timber: each such timber purchase 

contract entered into by such BVIs or WFOE is valid, effective 

and legally binding on the parties thereto subject to the 

authorization by (a) the de facto owner with the Plantation 

Rights Certificate for such standing timber, if any, or (b) the 

ultimate farmer or collective economic organization who has 

legally obtained the ownership of the standing timber during the 

reform of the collectively-owned plantation rights system, as the 

case may be. If the de facto owner or the ultimate farmer or 

collective economic organization, as the case may be, refuses to 
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grant the authorization to any contract, the contract will be void 

and the Company will have no contractual rights. However, if the 

Company has paid consideration to the Supplier pursuant to the 

contract, the Company will have a cause of action against the 

Supplier for the return of the consideration based on the legal 

theory of unjust enrichment; 

Are the statements above, insofar as they relate to BVIs, correct as a matter of 

PRC law? 

34. Subject to the local practice stated in paragraphs 32 above, a purchase of standing timber 

is a purchase of three types of rights under the current national policy: the right to use the 

timber, the ownership of the timber, and the right to use the forest land where the 

standing timber is. Therefore, standing timber may not be purchased without purchasing 

the land use right. 

35. Further, foreign forestry entities are not allowed to purchase land use rights. Thus, as a 

foreign entity, the standing timber purchase contracts entered into by Sino's BVIs are 

void and unenforceable under PRC law. 

Question 8: On p. 9 of the Final Report of the "Independent Committee," it is stated that: 

Management also provided copies of news articles regarding 

foreigners being subject to criminal sanctions in China for 

possessing maps and other geographical information that were 

deemed to be classified as state secrets. The IC has reviewed 

these responses from Management and was unable to verify all 

of Management's assertions regarding forestry maps or that 

forestry mapping information would be regarded as subject to 

such sanctions but recognizes that this is an area of the law in 

China where a conservative approach may be prudent. 
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Generally, what land features or physical facilities are considered to 

constitute a Hstate secret" under PRC law? Assuming that a map does 

not encompass a military installation or other governmental facility, 

would possession of the map by a foreigner be subject to criminal 

sanctions under PRC law? 

36. Anyone who holds materials that are "state secrets" may be punished by criminal 

detention or imprisonment. Criminal Law, § 282. 14 "State secrets" are not well defined in 

the criminal laws of the PRC, but the Law of the People's Republic of China on Guarding 

State Secrets provides a broad list of items that are considered "state secrets." 15 

Nevertheless, the National or Provincial Secret Protection Administration shall decide 

whether a piece of information is identified as a "state secret."16 In practice, the Secret 

14 !d. Criminal Law, 

Article 282 Whoever unlawfully holds the documents, material or other objects classified as "strictly confidential" or 

"confidential" State secrets and refuses to explain their sources and purposes shall be sentenced to fixed-term 

imprisonment of not more than three years, criminal detention or public surveillance. 

15 The Law of the People's Republic of China on Guarding State Secrets 

Article 9 Where divulgence of any of the following issues which are relevant with the national security and interests may cause 

any harm to the national security and interests with respect to the politics, economy, national defense, foreign affairs 

and etc., such issues shall be cognized as the State secrets: 

16ld. 

1. Confidential issues involved in the significant decisions on the State affairs; 

2. Confidential issues involved in the national defense development and in the activities of the armed forces; 

3. Confidential issues involved in the diplomatic activities and in activities related to foreign countries, and the secrets 

of which the State shall fulfill the obligations of confidentiality to foreign countries; 

4. Confidential issues involved in the national economic and social development; 

5. Confidential issues involved in the science and technology; 

6. Confidential issues involved in the activities in protecting the security of the State and in the investigation of crimes; 

and 

7. other confidential issues which are cognized by the State secret-protection administration. 

Article 20 Where the organs and units fail to make clear or raise disputes on whether the relevant confidential issues are subject 

to the State secrets or not or which category of State secrets they should be classified into, the State secret protection 
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Protection Administration may consider any document that is confidential to the State 

and not revealed to the public a "state secret," regardless of whether the document is 

marked with the word "classified" or any other word or designation which makes clear 

that the map is a "state secret." Any mark or designation on the document which indicates 

that the document contains a state secret could constitute prima facie evidence of that fact, 

yet the court would rely on the Secret Protection Administration's opinion in any case 

involving a "state secret." If a map encompasses a PRC military installation or other 

governmental facility that is not revealed to the general public, then the map might be 

identified as a "state secret," and holding such a map could constitute the crime of 

possession of state secrets under PRC law. As a general matter, however, maps of 

forestry resources are not identified as state secrets under PRC law, and thus holding such 

maps would not constitute a crime. In fact, as I explain below, maps of pertinent forestry 

areas are required under PRC law to be attached to plantation rights certificates. 

Question 9: On p. 10 of the Final Report, it is stated that: 

In mid December 2011, Management provided a document 

entitled "Detailed Description of Locating Forestry Resources in 

China" which explains how the locations of BVI standing timber 

assets are determined. This document has been provided to the 

Board. 

It indicates that although certain types of stand maps and these 

land descriptions are available as part o(PRCs, maps are not 

readily available for continuing possession by persons trading in 

administration or the secret protection administrations of the provinces, autonomous regions or municipalities directly 

under the Center Government shall render a decision on the aforementioned issues. 
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standing timber without a lease as is the case ofthe transactions 

by SF's BVI model. Management indicates that such maps 

usually can be borrowed from forestry bureaus (but not retained) 

and are used by the survey companies as part o(the Company's 

due diligence. Management believes the ability of a foreign 

company to retain such maps is unclear and has adopted a 

cautious approach to this issue. The advice received by the IC 

from independent forestry experts is that this practice is not 

inconsistent with the practice of other parties in China who buy 

and sell standing timber without leasing the underlying land. 

Are the underlined statements above correct as a matter of PRC law? 

37. It is true that PRC forestry bureaus are not obliged to provide maps of the forestry 

resources within their jurisdiction to members of the public. Under PRC law, however, a 

map must be attached to a plantation right certificate, and that map must describe the 

location of the relevant forest land, its boundaries and adjacent areas, the hectarage, the 

number of the trees and their species. Regulations on Plantation and Forestland Rights 

Registration, § 11.17 Such maps do not provide information on the general forestry areas, 

but only on that specific piece of land to which the plantation right certificate pertains. !d. 

Question 10: In the PRC, is there a database for plantation rights certificates, and if 
so, can a member of the public gain access to that database and, if so, 

how? 

17 Regulations on Plantation and Forestland Rights Registration, 

Article 11 The registration organ shall decide to approve it within 3 mouths, when an application should meet all the following 

conditions: 

(1) the location, four boundaries, species, area and number of the forests, plantation, forestland shall be accurate; 
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38. The plantation rights registration database is generally open to the public upon request. 

Regulations on Plantation Rights and Forestland Registration, § 20. 18 Local forestry 

bureaus determine the precise procedure on how to obtain information from the database. 

Generally, any member of the public who follows those local, routine procedures and 

who pays the required fee, can access to the database. Moreover, certain websites also 

provide online inquiry services regarding the ownership of plantation rights, such as 

http://www.lqfzgl. com/index. aspx. 

Question 11: According to AIC documents, SJXTM was an equity joint venture 

established in May 1997 by Shanghai Changxiang Industrial Co., Ltd., a 

state-owned entity that held an 83% equity interest in SJXTM, and 

Shanghai Jinsen Material Trade Co., Ltd., which he'd a 17% equity 

interest in SJXTM. AIC documents disclose that, prior to the 

termination of the joint venture agreement in 2005, SJXTM was "a joint 

venture by state-owned enterprise and collective enterprise." 

Given that SJXTM was a "a joint venture by state-owned enterprise and 

collective enterprise," would it have been possible under PRC law for 

Sino-Forest, a Canadian company, to have owned, either directly or 

indirectly, an equity interest in SJXTM? 

39. According to the AIC records provided to me by Class Counsel, SJXTM is a non-

company joint venture by a wholly state-owned enterprise and a collective enterprise. 

Thus, as a foreign company, Sino-Forest could not have invested directly in SJXTM. 

40. Sino-Forest could not have indirectly owned an equity interest in SJXTM either. A 

collective enterprise is owned by a specific group of individuals who are Chinese citizens. 

18/d. 

Article 20 The registration organ shall open the registration files to the public upon request. 
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Thus, Sino-Forest would not have been able to invest in SJXTM through investment in 

the collective enterprise. 

41. In conclusion, it is my opinion that it would have been impossible for Sino-Forest to own 

an equity interest directly or indirectly in SJXTM under PRC law. 

VI. CONCLUSION 

42. It is my understanding that discovery has not yet commenced in this action and, 

accordingly, my opinions are subject to amendment or revision based upon the 

development of additional evidence. 
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43. I certify that, to the best of my knowledge and belief: 

Date 

the statements of fact contained in this Affidavit are true and correct; 

the reported analyses, opinions and conclusions are limited only by the 

reported assumptions and limiting conditions, and are my personal, 

unbiased professional analyses, opinions and conclusions; 

I have reviewed Rule 4.1 of the Ontario Rules of Civil Procedure, and I 

have prepared this Affidavit having regard to the duty described therein; 

I have no present or prospective interest in the parties to this case, and I 

have no personal interest or bias with respect to the parties involved; and 

my compensation is not contingent on an action or event resulting from 

the analyses, opinions or conclusions in, or the use of, this Affidavit. 

Dennis Deng 

Sworn to me this _ day of 

March, 2012, at the City of Beijing, 

in the Country of the People's Republic of China. 

Notary Public [or Commissioner of Oath, as appropriate] 
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This is Exhibit "A" mentioned and referred to in 
the Affidavit of Dennis Deng, sworn before me at 
the City of Beijing, in the Country of the People's 
Republic of China, this __ day of March, 2012. 

A Notary Public 
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Exhibit "A" 

DENNISDENG 

Curriculum Vitae 

Dennis Deng 

Senior Partner, Director of International Practice Department ofDacheng Law Offices 

Tel: +86-10-58137130 

Cell Phone: +86-13911098075 

Fax:+86-10-80115555*352074 

E-mail: yongquan.deng@dachenglaw.com 

Practice Areas: 

• foreign direct investment (establishment of foreign-invested enterprises, foreign

related equity and asset acquisitions, foreign business investment); private equity 

financing; real estate (first-stage development, second-stage development, equity 

acquisition of project companies, real estate sales, transfer and leasing, commercial 

property operation); and 

• commercial litigation and arbitration; enforcement actions in respect of judgments of 

the PRC courts and awards of PRC arbitral institutions; recognition and enforcement 

of foreign arbitral awards in China. 

Mr. Deng has advised and represented clients in a broad range of industries, including 

investment, finance, insurance, real estate, construction, IT, aviation, electricity, medicine, 

environmental protection, manufacturing, auto, retail, telecommunications, chemical, hotel 

management, culture and education, publishing and media, railway logistics. 
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Mr. Deng has represented numerous clients in commercial litigation before the Chinese courts 

and in arbitration before the China International Economic and Trade Arbitration Commission, 

with a particular emphasis on disputes concerning mergers and acquisitions, Sino-foreign joint 

ventures, real estate, construction and employment, as well as shareholder and derivatives 

disputes. 

Mr. Deng has particular experience in the enforcement of PRC court judgments and arbitral 

awards of PRC arbitral institutions, as well as the recognition and enforcement of foreign arbitral 

awards in China. 

Mr. Deng has advised clients on dozens of M&A projects, including share capital increases of 

commercial banks, share repurchase financing for real estate projects, international syndicated 

loans in atmosphere improvement projects, limited recourse financing of power stations, 

international syndicated loans for petrochemical projects, venture investments through offshore 

share' swaps, assets acquisitions by state-owned enterprises for the establishment of foreign

invested enterprises, acquisition of real estate project companies, the corporate restructuring of a 

state-owned publishing house, international joint education programs, international joint TV 

program production and broadcasting and an international joint venture in ticket marketing and 

performance. 

Mr. Deng has strong capabilities in the conduct of due diligence investigations and legal risk 

~~~!y~is, 1:111~-i~ ~b_le t<?. ~ss~_s! <;!i~I1~s in discovefi11g (l11d a~s~~si11g}eg(ll ri_~ks !~<l thgro~g~ and 
efficient manner. 

With extensive experience in both the operational side of business and in litigious and non

litigious legal work, Mr. Deng can help clients solve their problems in an accurate, effective and 

economic manner. Mr. Deng emphasizes that a lawyer should: 

• design appropriate and sufficient legal protections whilst avoiding the inclusion of excessive 

and pointless clauses, which can simply frustrate a transaction; 

• explain the relevant government examination and approval procedures and the 

corresponding transaction timeline to the client well in advance and take the initiative in 

predicting, identifying and controlling the risks for the client; 

• take full account of business procedures and commercial feasibility when drafting a contract 

and prepare for and guard against potential disputes (for example, the clauses of the contract 

should be drafted such that the burden of proof is allocated to the other party); 
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• pay close attention to risk control during the course of the performance of a contract; 

• uncover the facts of a case by tracing the unfolding of events from a commercial perspective 

and orient the presentation of the case in a manner favorable to the client; 

• attend to the psychological factors influencing a judge or arbitrator, such as the desire for 

efficiency (concluding the case as quickly as possible) and the pursuit of safety (avoiding an 

incorrect ruling), so as to obtain a favorable judgment for the client; and 

• identify any possible deal-breaking issues in a transaction as quickly as possible so that the 

client can withdraw from the transaction in a timely manner, saving both time and money. 

Profile: 

Mr. Deng had worked in Zhonglun Law Firm and Jincheng & Tongda Law Firm before he 

jointed Dacheng Law Offices. Prior to working in private practice, Mr. Deng served as the 

general counsel and secretary to the board of directors of COFCO Coca-Cola Beverages Ltd. and 

COFCO Coca-Cola Beverage (China) Investment Ltd., acquiring considerable experience in 

international commercial operations and management. This experience enables Mr. Deng to 

exactly grasp the commercial objectives of his clients. 

Education: 

• Master of Laws Degree from Beijing University 

• In-house Lawyer Training of Coca-cola Company 

Working Language: Chinese and English, Mr. Deng can work in English skillfully. 

-------End-------
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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 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, 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 BANC OF 
AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF ALAN MAK 

I, Alan Mak, of the City of Toronto, in the Province of Ontario, MAKE OATH AND 

SAY: 

1. I am a chartered accountant with Rosen & Associates Limited. I have knowledge of the 

matters set out below. Where that knowledge is based on information obtained from 

others, I have so indicated and believe that information to be true. 

2. Rosen & Associates Limited was asked by Siskinds LLP and Koskie Minsky LLP, 

counsel for the plaintiffs, to prepare a report regarding the financial reporting of Sino-

724 



2 

Forest Corporation and the role of its auditors. Attached as Exhibit "A" is a copy of the 

report of Rosen & Associates dated March 2, 2012. My qualifications and 

acknowledgement of expert's duty are included in this report. 

3. I swear this affidavit in support of the Plaintiffs' motion for an order granting leave to 

pursue the cause of action available under Part XXIII.1 of the Securities Act, RSO 1990, 

c S.5, as amended (the "OSA"). 

SWORN before me at the City of ) 
Toronto, in the Province of Ontario, ) 
this 2nd day of March, 2012. ) 

) 
) 

~~~:----) _________________________ ) 
A Commissioner, etc. 
Jonathan Bida 

) 
) 

AlanMak 
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This is Exhibit "A" mentioned 
and referred to in the Affidavit 
of Alan Mak, sworn before me 
at the City of Toronto, in the 
Province of Ontario, this 2nd 

day of March, 2012 
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Forensic Accounting 

LITIGATION AND INvESTIGATIVE AccOUNTANTS Business Valuation 

Quantification of Damages 

March 2, 2012 

Privileged & Confidential 

S iskinds LLP 
680 Waterloo Street, 
London, ON 
N6A3V8 

Attention: Messrs. A. Dimitri Lascaris, Michael G. Robb and Daniel Bach 

Public Accountants' Negligence 

Re: The Trustees of the Labourers' Pension Fund of Central and Eastern Canada et al 

v. Sino-Forest Corporation et al 

I. INTRODUCTION 

You have asked for our opinion, as professional accountants experienced in evaluating 

financial reporting and auditing, on the financial reports of Sino-Forest Corporation 

("Sino-Forest" or "the Company"), particularly as it relates to accounting and financial 

reporting for the purchase and sale of its timber holdings. We understand that the 

Trustees of the Labourers' Pension Fund of Central and Eastern Canada and the other 

plaintiffs, on behalf of themselves and members of the Class, have alleged, among other 

things, that Sino-Forest materially misstated its timber assets, revenue (and profits) from 

timber sales and cash flows from operating activities. 

You have also asked us to comment on the professional performance of Ernst & Young 

LLP ("E&Y") and BDO McCabe Lo Limited ("BDO"), being the stated independent 

auditors of Sino-Forest during various portions of the relevant period, with respect to 

their professional obligations and compliance with applicable professional standards. 

You have asked us to respond to the following questions: 
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Suite 2200, Box 101, Toronto, Ontario, M5H 3T9 
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A. Were the timber assets and revenues of Sino-Forest materially overstated for the 

years ended December 31, 2006 to December 31, 2010 according to the relevant 

Canadian generally accepted accounting principles ("GAAP")? 

B. Did E& Y and BDO McCabe Lo Limited ("BDO"), as stated independent auditors 

of Sino-Forest, comply with Canadian generally accepted auditing standards 

("GAAS") in their examinations of Sino-Forest's annual financial statements for the 

years ended December 31, 2006 through 2010, inclusive? 

C. The nature of any other financial reporting irregularities identified in the course of 

our analysis. 

On June 2, 2011, Muddy Waters LLC, an independent investment research firm, initiated 

coverage on Sino-Forest. The Muddy Waters report alleged numerous improprieties at 

Sino-Forest, including, but not limited to, the overstatement of timber assets, non-existent 

sales and the perpetration of a Ponzi-type fraud. In response, Sino-Forest passed a 

resolution to appoint an "Independent" Committee ("IC") to investigate the allegations. 1 

The IC has issued three reports, ultimately declaring in its final report (dated January 31, 

2012) that it had substantially completed its investigations and exhausted reasonable 

efforts to evaluate Muddy Waters' allegations. The IC's three reports, along with the 

annual and quarterly financial statements are the primary source of publicly-available 

information on Sino-Forest's operations, and form the majority of the basis of our 

analysis of the asset and revenue reporting issues. Note that the IC's reports disclosed for 

public consumption have been redacted, in important respects. 

The documents that we relied upon in preparing our opinion are listed at Appendix A. 

Our professional qualification and the authors' acknowledgement of responsibilities to 

the Court are attached at Appendix· B. 

1 The composition of the IC is set out in its Second Report, dated November 13, 2011, "Introduction" 
section. We note that the IC was comprised of three Chartered Accountants. One of the members, Mr. 
James Hyde, was a retired partner of Ernst & Young, Sino-Forest's auditor since 2007 and before 2005. 
Mr. Garry West, another member of Sino-Forest's Board of Directors and also a former partner of Ernst & 
Young, also attended and participated in virtually all meetings. In our opinion, the objectivity of the former 
E&Y partners participating in the IC's investigation must be evaluated carefully, given that E&Y was the 
Company's external auditor during most of the relevant period. 
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It is important, in interpreting our Report, to clearly comprehend that it has been prepared 

solely on the basis of publicly-available information. We therefore reserve the right to 

amend, or revise, our opinion should additional information be made available to us 

subsequent to the date of this Report. 

We understand that this report will be filed for the purposes of a motion seeking leave to 

assert a cause of action under Part XXIII.l of the Securities Act of Ontario and if 

necessary the Securities Acts of the other Provinces. 

II. SUMMARY OF OUR OPINION 

In our opinion, based upon publicly-available evidence for Sino-Forest, from an 

accounting and financial reporting perspective, sufficient appropriate evidence does not 

exist to justify the reporting of timber assets and revenues for the vast majority of Sino

Forest's standing timber activities in 2006 to 2010 inclusive (i.e., purchased plantation 

timber being traded under the Entrusted Sale Agreements model). 

The IC's investigation alone casts serious doubts on the legal and economic validity of 

Sino-Forest's timber trading business. Numerous discrepancies in the IC's procedures 

have been identified, such as the lack of external evidence to prove the actual existence of 

acquired or sold timber (e.g., plantation rights certificates or movements of cash among 

counter-parties). 

Close ties exist between the Company and many of its counter-parties (with former Sino

Forest employees being shareholders, directors or officers of its suppliers and purchasers 

of standing timber, and with common shareholders existing among suppliers and 

purchasers). Such evidence, and also a lack of cash receipt evidence, indicates a failure 

to comply with GAAP and GAAS, and thus renders the 2006 to 2010 audited annual 

financial statements as being materially misleading. 

The circular nature of Sino-Forest's standing timber business, and the lack of external 

transaction validation, suggest that Sino-Forest's standing timber business may have 

existed only within this closed loop of related companies. GAAP is largely based upon 

the reporting of bargained third party transactions. Accordingly, when sufficient third 
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party dealings do not exist, a GAAS audit is typically not possible to perform. In our 

opinion, therefore, the audited annual financial statements of Sino-Forest for much or all 

of the 2005 to 2010 years should not have been issued to the public. 

Our further opinions follow: 

A. Timber Assets 

The legal ownership and occurrence of bona fide economic transactions have not 

been established by Sino-Forest or by the investigations of the IC. Independent 

verifications with Sino-Forest's alleged third-parties are not reliable, and available 

evidence indicates that the confirmation process used by Sino-Forest's so-called IC 

lacked integrity. Indeed, the IC has advised that forestry bureau confirmations do 

not evidence legal ownership, and title claims continue to be susceptible to 

challenge. 

Consequently, assertions regarding asset "ownership" and "existence" as required 

by GAAP have not been proven. Sino-Forest should not have characterized the 

standing timber traded through its so-called Entrusted Sale Agreements ("ESA") 

(i.e., purchased plantations acquired from Suppliers through set off arrangements 

and sold to Authorized Intermediaries) as being "assets" or "revenues" of the 

Company. 

Sino-Forest's purported ownership of its standing timber is fundamentally 

complicated by its unusual business structure. All, or substantially all, of Sino

Forest's sales and purchases of standing timber occur within a pool of Suppliers and 

Authorized Intermediaries ("Ais"). According to the IC, neither Sino-Forest nor its 

subsidiaries (British Virgin Island incorporated entities, or "BVIs") have ever 

received cash from the sale of timber to Ais. The proceeds of sale are supposedly 

held in trust for Sino-Forest by the Ais and are to be paid to Suppliers in "set-off' 

arrangements. Similarly, we understand that Sino-Forest apparently has never 

directly paid cash to its Suppliers for the purchase of standing timber. 
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Importantly, the IC was not able to verify any cash movements between the Ais and 

Suppliers. The complete absence of accounting "realization" (e.g., the collection or 

payment of cash in commercial transactions) is a glaring anomaly and raises many 

doubts as to the legitimacy of Sino-Forest's operations. Such lack of transparency 

is enormously significant given the apparent inter-relationships among Sino-Forest, 

its Suppliers and Ais, and little available evidence on the existence of independent 

third parties. 

Given the "closed circuit" nature of Sino-Forest's standing timber business model, a 

serious possibility (if not high probability) is that Sino-Forest's entire standing 

timber business is an accounting fiction. External, verifiable proof of commercial 

trades in standing timber does not appear to exist, or exists for only a very narrow 

scope of transactions. Too many "red flags" occur and cast doubt on the plausibility 

of Sino-Forest's business model. Too many excuses would be needed to explain 

Sino-Forest's deviations from "normal" commercial practice. Each and every one 

of Sino-Forest's explanations must be believed in order for a person to accept the 

legitimacy of its standing timber business. 

In our opinion, reliable evidence has not been offered by the Company or uncovered 

by the IC to establish the legal ownership and the realization of commercial trade 

(i.e., cash collection). The apparent close ties and related party status of Sino

Forest's main trading parties for standing timber cast further doubt on the 

legitimacy of the purchases and sales. From a financial reporting perspective, 

inadequate proof exists to support the assertions that Sino-Forest owned and sold 

standing timber under its "ESA" model. 

Consequently, it is our view that Sino-Forest's timber assets, revenues and profits 

from at least 2006 to 2010 were grossly overstated. Accordingly, in our opinion, 

the audited annual financial statements for at least 2006 to 2010 inclusive were 

materially misstated, contrary to the written assertions in the auditors' reports. 
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B. Transactions with Authorized Intermediaries and Suppliers (Related Parties) 

Serious concerns exist regarding Sino-Forest's timber trading model. A particular 

oddity is the practice of buying and selling within a same group of Suppliers and 

Ais. The IC confirmed that many of Sino-Forest's counter-parties are owned or 

managed, at least in part, by former employees or contractors of the Company. 

Importantly, the IC does not appear to have devoted much attention to indirect 

relationships, such as friends and family of former employees, which would 

indicate an even greater scope of undisclosed influence. 

From an accounting perspective, the existence of related parties could nullify the 

presumption of arm's-length fair market value transaction terms. Transactions 

between related parties are not necessarily bargained on the basis of competing self

interests. Hence, prices, payment terms and warranties may be manipulated to 

convey a particular message (such as increasing profits or assets) when such would 

not be the case, in reality. Non-independent trading partners could even engage in 

fictititious transactions, such as for the purchase and sale of goods. 

Sino-Forest's disconcerting business model (the closed nature of its buying and 

selling activities), the absence of independent evidence of commercial trade (e.g., 

forestry bureau confirmations and cash movements) and the interrelationships 

among Sino-Forest, its Suppliers and its Ais, all corroborate our strong suspicion 

that the entire standing timber trade business was a carefully-constructed fiction 

from an accounting perspective. Further investigations for our suspicions are 

therefore in order. 

C. Manipulation of Reported Cash Flows 

Further evidence of Sino-Forest having engaged in misleading financial reporting 

can be found in its cash flow statements for at least the years ended December 31, 

2006 through to 2010, inclusive. In direct contravention of Canadian GAAP, Sino

Forest grossly and materially overstated its "cash flows from operating activities" 

by excluding the cost of the timber that it supposedly had sold each year. Rather 
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than reporting the timber available for sale as "inventory", and deducting such sold 

inventory costs from revenue to arrive at a net profit (or operating cash flow), Sino

Forest categorized timber purchases as a long-term "investment". Such long-term 

treatment was clearly incongruous with the purported use of the standing timber 

stock (purchased plantations), which in fact was being sold frequently in trade. 

Furthermore, rather than recognizing the cost of timber as it was sold as being an 

operating cost, Sino-Forest chose to characterize the same as a (non-cash) depletion 

expense. Depletion is added back to net income in calculating cash flows because it 

is a non-cash expense. Hence, Sino-Forest was able to completely and 

inappropriately exclude the cost of acquiring the timber that it supposedly had sold, 

when computing its cash from operations. 

The effect of Sino-Forest's misleading "cash flow from operating activities" 

accounting treatment was to grossly overstate operating cash flows, a figure that is 

extensively relied upon by industry financial analysts to compute valuations of the 

company. "Operating cash flows" (excluding what are called changes in non-cash 

current assets and liabilities), or similar terminology such as EBITDA (earnings 

before interest, taxes, depreciation and amortization) are used extensively by 

financial analysts across many industries. Such usage is widely known to financial 

statement preparers and auditors. 

E&Y and BDO, Sino-Forest's auditors, accepted the inappropriate and misleading 

timber acquisition and sale reporting each year. This was contrary to their audit 

reports' wording of seeking out and avoiding materially misstated financial results. 

D. Professional Standards and Auditors (E&Y and BDO) 

E&Y and BDO each issued audit reports proclaiming that they had conducted their 

audits in compliance with GAAP and that Sino-Forest's financial statements fairly 

presented the results of its assets, liabilities, operations and cash flows. In our 

opinion, E&Y and BDO both failed to perform their audits in accordance with 
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GAAS and failed to detect material misstatements in Sino-Forest's financial 

statements. In particular, E&Y and BDO (at a minimum) failed to: 

1. Obtain an understanding of Sino-Forest's business operations, especially the 

peculiar manner in which it claimed to do business (e.g., the "ESA", the use of 

Ais, the "set off' arrangements, the trading within a small group of Suppliers 

and Ais at any given time and similar), as well as of the circumstances and 

effects of its transactions with impacts on related party measurement 

deficiencies. 

2. Grasp the significance of Sino-Forest's business practices as they impacted on 

GAAP, such as the lack of cash collections, the extensive inter-relationships 

among Sino-Forest, its Suppliers and Ais, and the absence of formal land title 

transfers/registrations). Despite their professional obligations to obtain 

sufficient and appropriate evidence of the reality of Sino-Forest's reported 

transactions each year, it is highly doubtful that E&Y and BDO would have 

gathered the necessary evidence so as to become aware of these peculiarities. 

Such lack of evidence constitutes major non-compliance with GAAS. 

3. Perform basic auditing procedures to test the validity of Sino-Forest's assertions 

regarding its ownership of standing timber, the sale and realization of proceeds 

of sale of standing timber, and the purchase of standing timber. In the 

alternative, if such procedures are claimed to have been performed, sufficient 

and appropriate audit evidence was not obtained (and could not have been 

obtained given the circumstances explained by the IC) so that logical and 

justifiable conclusions could be supported. 

4. Object to Sino-Forest's inappropriate and non-GAAP-compliant financial 

reporting with respect to: 

(a) Standing timber being labelled as "assets" of the Company on the audited 

financial statements; 
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(b) The sale of standing timber, based on GAAP requirements as applicable for 

determining when sales revenue may be recorded; 

(c) Cash flows relating to the purchase and sale of standing timber; and their 

location within the audited cash flow statements; and, 

(d) The nature of relationships among Sino-Forest, its Suppliers and Als, and 

the consequences of non-recognition of revenue and compulsory financial 

statement note disclosure. 

Overall, it is our opinion that E&Y and BDO seriously failed to fulfill their basic 

obligations to test Sino-Forest's significant financial statement assertions. Had they met 

even the minimum requirements, E&Y and BDO would have identified the many 

discrepancies that were encountered by the IC. In the alternative, if E& Y and BDO 

should claim that they performed the necessary auditing procedures, then they 

inappropriately accepted Sino-Forest's accounting choices, which were not within GAAP 

and which materially overstated the Company's assets, revenues, profits and operating 

cash flows. 

Overall, in our opinion, contrary to the assertions in the annual audit reports, Sino

Forest's financial statements were materially misstated, at least from 2006 to 2010. 

III. BACKGROUND 

Our understanding of the material facts follow: 

A. Sino-Forest Corporation is a Canadian company with an administration office based 

in Mississauga, Ontario and its executive offices based in Hong Kong. Sino-Forest 

purports to be a commercial forest plantation operator in the People's Republic of 

China. Until August 25, 2011, Sino-Forest was traded on the Toronto Stock 

Exchange under the ticker symbol "TRE". 

B. Ernst & Young LLP is a firm of chartered accountants with offices across Canada. 

E&Y was Sino-Forest's external auditor prior to 2005, and again commencing in 

the 2007 fiscal year. 
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C. BDO McCabe Lo Limited is a firm of certified public accountants based in Hong 

Kong. BDO was Sino-Forest's auditor the years ended December 31, 2005 and 

2006. 

D. On or about June 2, 2011, Muddy Waters LLC, an investment research firm, 

initiated coverage on Sino-Forest. Muddy Waters' report made numerous, serious 

allegations that Sino-Forest was a massive fraud. Among the allegations:2 

1. Sino-Forest materially overstated its timber holdings. 

2. The foundation of Sino-Forest's Ponzi-scheme type of fraud is its business 

model that utilizes a complex network of British Virgin Island ("BVI") 

subsidiaries that deal exclusively with Authorized Intermediaries ("Als") in 

related transactions. 

3. This network of Als allowed Sino-Forest to fabricate unwarranted sales. 

E. Sino-Forest's business prior to 2011 was comprised of three business segments: 

1. Plantation fibre (tree plantation, including standing timber); 

2. Wood log and wood products purchases and sales; and, 

3. Manufacturing or processing. 

The Plantation division was its largest operation and comprised the majority of its 

assets and revenues. 

F. The Plantation Fibre division was operated as follows: 

1. Sino-Forest applied two business models: Purchased Plantation and Planted 

Plantation:3 

2 Muddy Waters LLC Report on Sino-Forest Corporation, June 2, 2011. 
3 Second Interim Report of the IC, dated November 13, 20 II, pages 14 and 15 
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(a) Purchased Plantations involved buying and selling standing timber or logs 

via BVIIAI structures and through wholly foreign owned entities ("WFOE", 

incorporated in the Peoples Republic of China, "PRC"). 

(b) Planted plantations have been operated entirely through WFOE. 

2. As of December 31, 2010, Sino-Forest reported 711,000 hectares of purchased 

plantation assets (466,826 via BVIs and 214,182 via WFOEs). 

3. As of December 31, 2010, Sino-Forest reported 77,700 hectares of planted 

plantations. 

4. Sale of timber from planted plantations was alleged to have been made in cash, 

to customers. 

5. Sale of purchased plantations, via BVIs, were not sold directly to customers, but 

rather sold under contract to Ais. Such transactions were made through 

Entrusted Sale Agreements ("ESA"). The typical wording of an ESA specifies 

that an AI is "entrusted" to sell timber on behalf of Sino-Forest's BVI 

subsidiaries. 

6. BVI timber sales were alleged to have been settled by the AI by its making 

payments to Sino-Forest suppliers on behalf of Sino-Forest. No cash flowed 

through to the BVIs. 

G. Sino-Forest's BVIIAI network supposedly operated as follows: 4 

1. Ais are Chinese incorporated companies that were engaged in timber trading. 

Ais enter into ESAs to sell timber on behalf of the BVIs. Als are sometimes 

referred to as "selling agents". 

2. The ESAs stipulate that an AI is liable for paying Sino-Forest the sale price, and 

such obligation is not conditional upon the AI selling its timber to end 

customers. 

4 Second Interim Report of the IC, dated November 13.2011, pages 15 to 18 and 50 to 54. 
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3. The AI is responsible for finding its own customers. 

4. Payment terms typically were alleged to be 20% of the sale price within 60 

days, 40% within 150 days and balance within 270 days of signing. 

5. However, according to the IC, no cash has ever actually flowed from the Ais to 

Sino-Forest/BVIs. Funds were held by the AI until directed by the Company to 

use the proceeds to pay for new BVI standing timber purchases. Funds were 

directed to "set-off' the cost of new timber acquisitions. 

6. Funds to pay for new BVI standing timber purchases could originate from the 

proceeds of multiple ESAs (or from different Ais). From Sino-Forest's records, 

the set-off payments were alleged to have been applied to the partial or 

complete settlement of the Supplier's account. 

An AI may also have been directed to purchase standing timber for a different 

BVI (from the entity from which the AI purchased standing timber and to whom 

it owes payment). 

IV. RELEVANT PROFESSIONAL STANDARDS 

Sino-Forest purportedly (according to its annual audited financial statements) applied 

Canadian GAAP in its financial reporting for the fiscal years ending on and prior to 

December 31, 2010. 

Excerpts of selected pronouncements from GAAP are listed at Appendix C. 

As a brief summary, revenue represents the inflow of cash or other benefits as a result of 

completing the normal, income-generating activities of a business. A key element of 

revenue recognition is the transfer of the risks and rewards of ownership that are 

associated with the asset(s) that has purportedly been sold to the buyer by the seller 

business. Under Canadian GAAP, the certainty of collecting cash from the buyer is an 

especially important consideration. 
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"Assets" represent resources or benefits that are available to a business. A key 

characteristic is that the reporting entity must be able to control, or be entitled to exploit, 

the resource in order to claim ownership as an "asset". 

Importance of Third-Party Validity 

Financial reporting in Canada until December 31, 2010 was based on a vital presumption 

that transactions would primarily be recorded only when they were based on the 

occurrence of completed third party transactions.5 Such transactions were thought to 

have produced bargained prices and terms, and enforceable contracts when third parties 

had been involved. Payment to sellers was considered to be assured under such third 

party bargained contract terms. 

Given its emphasis on the need for third party involvement, GAAP included stipulations 

or rules that, where a third party relationship did not exist, disclosure notes to financial 

statements had to be appended. For example, for the 2006-2010 period, the CICA 

Handbook required the following note disclosures: 

"DISCLOSURE 
>- An enterprise should disclose the following 
information about its transactions with related 
parties: 
(a) a description of the relationship between the 

transacting parties; 
(b) a description of the transaction(s), including 

those for which no amount has been 
recognized; 

(c) the recognized amount of the transactions 
classified by financial statement category; 

(d) the measurement basis used; 
(e) amounts due to or from related parties and 

the terms and conditions relating thereto; 
(f) contractual obligations with related parties, 

separate from other contractual obligations; 
(g) contingencies involving related parties, 

separate from other contingencies." 

5 As of January l, 2011, Canadian GAAP was replaced by International Financial Reporting Standards for 
publicly-traded companies. 
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What was missing from Canadian GAAP was a requirement to have transactions between 

related parties recorded and reported at "current fair market values." Accordingly, the 

dollar figures that were actually being reported under GAAP still required a careful 

examination to ascertain their reasonableness and credibility. 

In the case of Sino-Forest, and its financial dealings, the following considerations applied 

and yet were largely not specified: 

A. Of the reported transactions, which dollar amounts were conducted with third 

parties at bargained prices? 

B. Similarly, which transactions were related party exchanges at agreed upon prices 

which were not at fair market value? What was the dollar difference between fair 

market value and the transacted prices? 

C. For the related party (or non-arm's-length) transactions: 

1. did the buyers pay the sellers in cash, or was a non-cash intercompany account 

system utilized? 

2. when did the cash settlements, if any, occur? (How many dollars each year 

represented cash settlements?) 

3. if non-cash assets were being traded, which mechanisms were used to establish 

intercompany trading prices? (Were comparisons made to third party dollar 

figures?) 

4. how many dollars of trades in each calendar year during 2006-2010 inclusive 

had to be cancelled because of legal restrictions, non-availability of product, and 

similar reasons? 

5. how many dollars of trades in each calendar year occurred among or between 

related companies that were not 100% owned by Sino-Forest companies? (Who 

held the minority ownership shares?) 
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In short, what was the overall degree of related party transactions that had the effect of 

cancelling each other, and yet were being reported as the equivalent of third party 

transactions? Did Sino-Forest's accountants really know who were the related parties, 

and who were not? Additionally, were Sino-Forest's auditors in agreement with the 

company, and which processes did they undertake as auditors to gather the necessary 

related party evidence? 

What was actually reported under the title "Related Party Transactions" in Sino-Forest's 

2010 annual audited financial statements were references to: 

A. executive officers' pay being directed to their personal companies; 

B. accrued consultancy fees to these same executives' companies; 

C. references to the acquisition of shares and bonds of a related company; 

D. actual acquisition of shares of a related company; and 

E. acquisition by a director of Sino-Forest of convertible notes of a related company. 

Missing from the related party note disclosure were vital references to the nature of 

relationships among Sino-Forest and its suppliers and purchasers of timber products. 

Absences of such a significant nature in Sino-Forest's disclosures would lead readers to 

conclude that suppliers and purchasers were legitimate third parties. Hence, transactions 

would have been assumed to have been made at fair market values. Yet, according to the 

IC, considerable doubt would seem to exist. 

The IC' s inquiries mentioned the existence of many related party circumstances in 

various entities that dealt with Sino-Forest. Thus, the assumptions that investors likely 

would have made about bargained third party prices would not have been valid. 

The related party note disclosure in Sino-Forest's audited financial statements was 

therefore misleading. More troublesome is that a major concept of GAAP, being 

necessary reliance on third party transactions for appropriate dollar figures in financial 
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statements, had been ignored by Sino-Forest and its auditors. Indeed, much of Sino

Forest's audited financial statement package each year could have been fictional. 

V. SINO-FOREST'S ACCOUNTING POLICIES 

Excerpts of selected declarations from Sino-Forest's stated accounting policies for timber 

holdings and revenue are listed at Appendix D. 

Notably, no references have been made in the annual audited financial statements to the 

Company's extensive use of Als in the purported sale of timber. Similarly, the notes do 

not disclose the absence of cash flows to Sino-Forest for the timber sales (i.e., the "set 

off' arrangements between Als and Sino-Forest's suppliers). 

VI. ANALYSIS OF SINO-FOREST ACCOUNTING AND REPORTING 

A. Historical Financial Results 

A summary of Sino-Forest's annual balance sheet, income statement and statement 

of cash flows is set out at Appendix E, along with the analyses that were derived 

therefrom. The revenue, profit, net asset and cash flows that were reported by the 

Company all show extraordinarily positive trends. Yet, as will be discussed herein, 

especially serious fundamental flaws existed in Sino-Forest's accounting choices, 

often rendering them in violation of GAAP for material amounts of dollars. 

Sino-Forest's audited financial statements showed: 

1. Revenues increased each year from 2006 to 2010, from $555 million to nearly 

$2 billion. 

2. Likewise, gross profits and net income from continuing operations remained 

positive and increased each year from 2006 to 2010. 

3. Reported cash flows from operating activities consistently increased from 2006 

to 2010. 
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4. The sale of timber and logs comprised approximately three-quarters of Sino

Forest's total revenues. 

5. Timber holdings increased nearly four-fold since 2006, from $753 million to 

over $3.1 billion in 2010. 

6. Timber Holdings comprised 54.5% to 70% of the Company's total assets each 

year from 2006 to June 30, 2011. 

7. Timber holdings were recorded as a long-term asset until 2010 (under GAAP). 

Timber holdings were reclassified in 2011 with the portion expected to be sold 

within 12 months characterized as a current asset (and valued at historical cost) 

and the remainder characterized as a long-term asset (and valued at fair value). 

8. Transactions in timber holdings were often inappropriately reported as follows 

(up to December 31, 2010): 

(a) Purchases were recorded as "Investing" activity cash outflow on the cash 

flow statement. The supposed "Asset" was recorded on the balance sheet as 

"Timber Holdings", in the long-term asset section. 

(b) Sales were recorded as revenue on the income statement; the accompanying 

"Cost of Sales" was comprised of costs taken from "Inventory" as well as an 

expense charge for "Depletion" from "Timber Holdings". The "Depletion" 

charge on the income statement resulted in a reduction of Sino-Forest's 

Timber Holdings assets. 

(c) Being a non-cash "depletion" charge, the Timber Holdings cost was 

eliminated (or added back) when calculating Operating Cash Flows on the 

cash flow statement. 

9. With respect to inventory, Sino-Forest appears to have been very adept at 

turning over its timber stock. Annual turnover ranged from 5 to 18 times of its 

average stock on hand each year from 2006 to 2010. 
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The seemingly favourable financial reporting trends were based upon the 

accounting choices selected by management and approved by the external auditors. 

As will be elaborated herein, such accounting treatments were not appropriate given 

the available evidence (or lack thereof). 

B. Ownership of Timber 

In order to report timber holdings as an "asset", certain fundamental attributes must 

exist. Such characteristics, as outlined in the CICA Handbook, are summarized at 

Appendix C in accounting for "assets". The ability to exploit a resource (obtain 

economic benefits) and to control such exploitation are necessary criteria. One 

measure of an entity's ability to obtain benefits is its having legal title to the 

ownership of an economic resource. 

Based upon the documentation that we have reviewed, Sino-Forest's claims to legal 

ownership of standing timber acquired under the purchased plantation model have 

been, and continue to be, subject to challenge. Reliable independent evidence of 

ownership has not been obtained. 6 

The ownership of Sino-Forest's timber holdings was the subject of much attention 

in both the Muddy Waters' report and the IC's investigation. Muddy Waters 

alleged that Sino-Forest's reported holdings were overstated and not plausible 

(given various geographic, legal and economic facts in China). 

As a result, the IC sought to confirm Sino-Forest's ownership, and learned the 

following, according to them: 7 

1. The IC verified registration of title to only 17.9% of the planted plantations. 

2. The IC verified contractual claims to 81.3% of plantations. 

6 According to the IC confirmations from local forestry bureaus do not constitute official documents and 
cannot be relied upon as evidence of ownership. Transaction documents with Suppliers and Als are suspect 
given the undisclosed (and apparently, extensive) inter-relationships between the Company and the 
counter-parties via former employees and contractors. 
7 Second Report of the IC. dated November 13. 20 ll. page 4. 
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3. The IC chose to verify ownership through review of original contracts. 

However, the nature of the IC verifications demand questioning. The Second 

Report advises that Sino-Forest did not obtain registered title to BVI purchased 

plantations (planted plantations, for which titles are registered, are not of primary 

concern). 8 Original contracts bear little, if any, evidentiary value given concerns 

regarding relationships between Sino-Forest and its Suppliers. 

As a result, the IC has purportedly verified some of the ownerships by visiting 

forestry bureaus, suppliers and Als to verify the chain of title and confirmation of 

payments. Purchase contracts, set-off arrangements and forestry bureau 

confirmations were relied upon by the IC as evidence. On its face, the verification 

procedures would appear to be reasonably robust. Yet, the further explanations of 

the IC reveal that the written confirmations and attempts to contact Sino-Forest's 

Als and Suppliers were not sufficient to establish ownership for accounting 

purposes: 

1. Forestry Bureau Confirmations: 

The IC provided the following commentary on the confirmation process: 

"The forestry bureau confirmations are not a form of official 
documents contemplated by the applicable regulatory regime. 
Rather, we believe, based on meetings with certain forestry bureau 
officials or former officials and with certain Suppliers, and 
discussion with Management, that they are documents issued at the 
request of either the Company or, more commonly, its Suppliers as a 
"favour" and should not be disclosed outside the Company or relied 
upon legally. They have what purports to be the forestry bureau's 
Chop on them. We believe the forestry bureau confirmations should 
be viewed as comfort indicating that the relevant forestry bureaus do 
not dispute SF's claims to the standing timber to which they relate, 
but which are not documents of title that could be relied upon in 
event of a dispute or in a court of law. However as noted below, a 
number of the forestry bureaus have indicated that these have been 
issued at SF's request and that the confirmations are for SF internal 
use only and may not be shown to third parties. This could limit the 

8 Second Report of the IC. dated November 13, 2011. page 5. 
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usefulness of these documents in any legal dispute."9 [Emphasis 
added.] 

(a) Forestry bureau confirmations in China are not officially recognized 

documents and are not title documents. 10 The IC obtained little insight into 

the verification process of the bureaus or the methods through which 

confirmations can be obtained. Indeed, the IC was not able to obtain 

"complete comfort" into the methods by which the forestry bureau 

confirmations were obtained. 11 

(b) The IC was advised by a Supplier that Sino-Forest is the only customer who 

required confirmation letters for standing timber purchases (in addition to 

the purchase agreement). Issuing confirmations is not a typical practice and 

that such confirmations were provided as a "favour" at the request of the 

Company and Suppliers. 12 

(c) The reliability of such confirmations is suspect in any case. The IC 

identified evidence that gifts or cash payments were provided to forestry 

officials for the issuance of confirmations. 13 

(d) Notwithstanding the forestry bureau confirmations, the ownership of the 

lands and timber could be open to challenge. 14 

(e) Challenges to ownership have occurred in the past, but apparently were 

resolved in a "manner satisfactory to the. Company". 15 (The nature, 

frequency and particulars of past challenges to ownership are not disclosed.) 

(f) At least some of the confirmations were prepared by Sino-Forest on notional 

forestry bureau letterhead for local officials to "chop" (or stamp with its 

official mark). Management explained to Sino-Forest that the documents 

9 Second Report of the IC, dated November 13, 2011, page 23. 
10 Second Report of the IC, dated November 13, 2011, page 6. 
11 Second Report of the IC, dated November 13, 2011, page 6. 
12 Second Report of the IC, dated November 13, 2011, page 21. 
13 Second Report of the IC, dated November 13, 2011, page 42. 
14 Second Report of the IC, dated November 13, 2011, page 5. 
15 Second Report of the IC, dated November 13, 2011, page 5. 
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were prepared to assist the forestry bureau officials who were providing a 

favour to assist the activities of the Company. 16 

Consequently, confirmations from local forestry bureaus provide little, if any, 

assurance of Sino-Forest's ownership of standing timber plots. 

2. Uncertain Cash Flows: 

The IC undertook to examine the process by which the Company directed 

payments between Ais and Suppliers. Notably, the IC was not able to verify 

actual movements of cash in connection with the purported "set-off' 

arrangements. The "set-off' process was purported to flow as follows: 

(a) A BVI that had receivables owing from an AI would issue instructions for 

the AI to make payments to a Supplier on behalf of that BVI, or another 

BVI. The instructions had to be signed and stamped, and indicated the 

amounts to be paid. 17 

(b) Notification was given by the BVI to the relevant Supplier that payment for 

timber was being made through an AI on behalf of the purchasing BVI. The 

notification would be dated, stamped and signed, with the amount to be paid 

indicated. 18 

(c) Upon payment, a confirmation would be issued by the AI that payment had 

been made to the Supplier as requested. The confirmation would not be 

dated, but would be stamped and indicate the amount that had been paid. 19 

(d) Finally, a confirmation would be issued by the Supplier to the BVI that it 

had received payment from the AI. The confirmation would be dated, 

stamped and indicated the amount and date of payment received.20 

16 Second Report of the IC, dated November 13, 2011, page 42. 
17 Second Report of the IC, dated November 13, 2011, page 52. 
18 Second Report of the IC, dated November 13, 2011, page 52. 
19 Second Report of the IC, dated November 13, 2011, page 52. 
20 Second Report of the IC, dated November 13, 2011. page 52. 
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The IC sought confirmation of actual cash movements between the Als and 

Suppliers. However, Suppliers and Als all declined to provide such 

confirmation. Common explanations for the refusals included unspecified "tax 

reasons". 21 Some Als stated that they may not have in fact made payment 

themselves, but instead instructed other parties to make payments on their 

behalf.22 

The supposed tax advantages of the set-off arrangement were not explained to 

the IC by the Als. On its face, several incongruities exist: 

(a) While the ESA supposedly require the Als to withhold and remit relevant 

taxes on behalf of the BVIs, it is not clear how the Als would possess the 

necessary information to compute the appropriate income taxes. Knowledge 

of the BVI's cost of sales and other deductible expenses would be necessary 

to calculate taxable income. 

(b) We understand that Sino-Forest did not accrue substantial provisions for 

income taxes until the year ended December 31, 2010. (Charges against 

income would have been necessary even if they were remitted by the Als on 

behalf of Sino-Forest.) The absence of income tax expenses would be 

logical if the "profits" were not taxable. 

But another possible reason for tax exemption is that the sales were 

considered to be within a related group, and were not sold to an outside (or 

third) party. If this was in fact Sino-Forest's position, it would be consistent 

with our view of the standing timber transactions, which is that the "sales" 

were not appropriate sales revenue, in accordance with GAAP. Transfers 

within one entity are not taxable in Canada. 

One Supplier indicated that it would always use an intermediary to receive 

payments from a Sino-Forest AI. The reasons given were tax minimization and 

21 Second Report of the IC, dated November 13,2011, page 53. 
22 Second Report of the IC, dated November 13. 2011. page 53. 
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the fact that the Supplier "did not have direct transactions with the Als and 

therefore would be unable to account for the receipt of payment from the Als".23 

Such an explanation contradicts the very essence of the set-off arrangements 

whereby Als were to be used to pay BVI debts owing to Suppliers. At the very 

least, the explanation casts doubt on Sino-Forest's claim that set-off 

arrangements are common commercial practice in China. 

The IC attempted to downplay the significance of missing Plantation Rights 

Certificates and written confirmations from forestry bureaus. Establishing the 

Company's legal ownership of timber is supposedly readily done by having the 

de facto owner of the land grant authorization of the purchase contract. 24 The 

IC believes that if the Supplier refused to grant such authorization, the Company 

would have a claim under the theory of "unjust enrichment" against the 

Supplier. In light of the IC's difficulties in locating Suppliers, and the apparent 

likelihood that Suppliers are simply "shell companies" devoid of assets, the 

practical feasibility of such claims is dubious. 

In summary, the absence of proof of payment on purchases of standing timber, 

or collection on the sale of the same, is a serious deficiency. The absence of 

cash receipts is a glaring void given the importance for financial reporting 

purposes of establishing that Sino-Forest had the ability to access the economic 

benefits embodied by its purported timber holdings. In the absence of cash 

flows (representing the realization of the purchase and sale of the timber assets), 

Sino-Forest's ownership of its timber holdings is cast into considerable doubt. 

Additional evidence must therefore be gathered and evaluated by an auditor 

before GAAP requirements can be met, such that the standing timber 

transactions can constitute revenues of the Company. 

23 Second Report of the IC, dated November 13, 2011, page 53. 
24 Second Report of the IC, dated November 13, 2011, page 24. 
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3. Relationships with Counter-Parties: 

A major concern raised in the Muddy Waters' report was Sino-Forest's 

relationships with its counter-parties in the purchase and sale of standing timber. 

Allegations include close relationships among Sino-Forest, its Suppliers and the 

Ais. The effect of such relationships is that the reported purchases and sales of 

standing timber were fictitious or otherwise manipulated. 

The IC attempted to obtain an understanding of the relationships among Sino

Forest and its Suppliers and Ais. The IC's findings are seriously troubling: 

(a) The Management of Sino-Forest had "not been forthcoming in clarifying the 

parties behind the Suppliers and Als or the relationships with the forestry 

bureaus that Management stresses are important to the ongoing business."25 

(b) The IC purportedly investigated various Ais for relationships with Sino

Forest. Of the fourteen Als examined, nine had officers or shareholders 

with connections to Sino-Forest (e.g., as former employees). Many also had 

relationships with Suppliers. 

We further understand that Sino-Forest transacted with only five Ais from 

2006 to 2011 (Als # 1, 2, 3, 4 and 6, as identified by the IC). Each of the 

five recently active Ais had connections to Sino-Forest. AI #6 was wholly

owned by one shareholder with connection to Sino-Forest. 

Summed up, related party relationships were extensive. 

A summary of the IC's findings on AI relationships is set out at Appendix 

F. 

25 Second Report of the IC, dated November 13. 2011. page 15. 
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(c) The IC also attempted to conduct site visits to confirm the existence of 

Ais26
:· 

(i) Advisors to the IC were instructed to conduct unannounced site 

visits. 

(ii) The site visits occurred over three days, to addresses that were 

provided by Sino-Forest management. 

• AI #2 had three addresses listed; the company was eventually 

found at one of the locations but had changed its name. 

Brochures on site also indicated the involvement in the AI of a 

shareholder of one of Sino-Forest's Suppliers. 

• AI #3 was listed at two addresses. It had supposedly recently 

vacated one site, and could not be located at the other. 

• AI #4 could not be located at its Shanghai address. 

A summary of the IC's observations is set out at Schedule V.C.II of 

its Second Report. 

(iii) An obvious question that was not pursued by the IC is whether Ais 

were ever directed to pay off Suppliers prior to the end of normal 

payment period or prior to the onward sale of timber by the AI. If no 

set-offs were directed until timber was actually sold, the arm's length 

status of the relationship would be cast into doubt. Coordination of 

cash flows would evidence close collaboration and a principal-agent 

relationship. 

(iv) Prior to 2010, Sino-Forest reported minimal income tax liabilities. 

According to the ESA, the Ais were responsible for withholding and 

remitting income taxes on behalf of the BVIs. Assuming that the 

26 Second Report of the IC, dated November 13,2011. pages 54 to 55. 
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BVIs generally were subject to Chinese taxation, the conspicuously 

nominal amounts of income tax expenses reported suggests that the 

AI sales were not taxable transactions. An obvious explanation 

would be that the sales were made between related parties, and did 

not represent a culmination of profits earned for income tax 

purposes. Thus, the sales were not valid revenue in accordance with 

GAAP. 

(d) Yuda Wood: 

Yuda Wood was a major Supplier to Sino-Forest. The IC attempted to 

probe the relationship between Sino-Forest and Yuda Wood: 

(i) Huang Ran, the general manager and legal representative of Yuda 

Wood was discovered to not be a current employee of Sino-Forest 

(which suggests that he was a past employee of the Company). 

(ii) Over 50% of Yuda Wood's sales transactions were with Sino

Forest.27 

(iii) Sino-Forest was the only company to whom Yuda Wood sold 

standing timber.28 

(iv) Evidence was discovered of close cooperation between Sino-Forest 

and Yuda, including29: 

• Administrative assistance provided by Sino-Forest; 

• Possible payment of start-up capital to Yuda Wood; 

• Joint control of Yuda Wood's bank accounts; and, 

27 Second Report of the IC, dated November 13, 2011, pages 71 to 72. 
28 Second Report of the IC, dated November 13, 2011, pages 71 to 72. 
29 Second Report of the IC, dated November 13, 2011, page 7. 
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• Correspondence ( emails) indicating coordination of funding and 

business activities. 

(v) Ran also had control of various other Suppliers to Sino-Forest. 

Summed up, the close relationships should have been very disturbing for 

external auditors. 

(e) Other Suppliers: 

At least 13 of the 18 Suppliers that were examined by the IC had former 

employees as shareholders or officers. Many also had connections to Als. 

The former employees held ownership interests ranging from 20% to 100% 

in their respective Supplier companies. The Suppliers' transactions with 

Sino-Forest ranged from tens of millions to over several billion renminbi 

(RMB). A summary of the IC's findings is set out at Appendix F. 

The IC's investigation of Sino-Forest's Suppliers and Als indicated that "close 

relationships" and cross-ownership and "other relationships with each other" 

likely existed.30 

The IC's investigations not only failed to disprove the existence of close 

relationships, but the apparent facts suggest that non-arm's length relationships 

were likely the disturbing norm rather than the exception. Hence, considerable 

evidence points to Sino-Forest's having reported material sales revenue that 

was not in accordance with GAAP. 

The IC's reluctance to admit the obvious is likely due to its awareness of the 

consequences. Indeed, the Second Interim Report acknowledges that "to the 

extent that any of Sino-Forest's purchase and sale transactions are with related 

parties for accounting purposes, the value of these transactions as recorded on 

the books and records of the Company may be impacted".31 Notwithstanding the 

30 Second Report of the IC, dated November 13,2011, page 7. 
31 Second Report of the IC, dated November 13. 2011. page 7. 
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IC's apparent insistence upon downplaying the finding of a "smoking gun" of 

related party status, we believe that the existing, available evidence provides 

(and should have provided) more than enough reason for auditors to suspect 

material improprieties. 

GAAP reporting requires that various conditions must be met before sales 

revenue may be recorded and reported. One vital requirement is that the sales 

have to be to third-parties, whereby dollar amounts have been bargained, and 

cash receipts are imminent. If third party involvement does not exist, 

considerable note disclosure is required under GAAP. 

It is particularly important to observe that the IC' s review of related parties was 

focused on personnel with direct connections to Sino-Forest (e.g., employees 

and consultants). As noted for Trading Co. #1, shareholders of companies may 

comprise family members of connected individuals.32 Yet the IC's shareholder 

analysis of Als and Suppliers focuses on former employees and consultants. 

Little mention is made by the IC of Supplier shareholders who are related to the 

employees, such as family members or friends. Importantly, no indication 

exists in the IC's reports that its Advisors probed the identities or backgrounds 

of the non-Sino-Forest related shareholders. A serious concern exists that the 

13 Suppliers (and possibly other Suppliers for which no direct connections 

through employees were identified) have undisclosed connections with the 

Company. 

Similar concerns exist with Als. Hence, audit "red flags" were extensive. 

A further concern should have been connections between Ais and Suppliers. 

Shareholders and managers being in common create a likely risk of non-arm's 

length dealings occurring under Sino-Forest's set-off arrangements. Taken as a 

whole, Sino-Forest's network of BVIs, Ais and Suppliers operated as a closed 

commercial system whereby purchases and sales occurred among the same 

small group of counter-parties. Without outside interaction to validate 

32 Second Report of the IC, dated November 13. 2011. page 80. 
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transaction values, or even the occurrence of transactions (e.g., the payment of 

cash to prove the realization of revenue), the risk of fraud or manipulation of 

transactions and values becomes immeasurably high. 

In summary, in our opinion, the IC's efforts to verify ownership of timber tracts 

prove that substantive evidence could not be obtained to support Sino-Forest's 

ownership of much of its timber holdings. Such lack of evidence of ownership and 

third-party sales indicates that revenue should not have been reported when such 

conditions existed. Consequently, reported audited revenues on Sino-Forest's 

historical financial statements for at least 2006 through to 2010 are highly likely to 

have been materially overstated. The IC's findings point directly to falsified and 

materially misleading audited annual financial statements. 

Worthy of special mention are: 

1. The reliability and credibility of external confirmations obtained from forestry 

bureau officials is highly suspect. The confirmations do not comprise official 

documents, and evidence exists that Sino-Forest tampered with the confirmation 

process by preparing documents for the forestry bureaus. 

2. Transaction documents among Sino-Forest's BVIs, the Als and Suppliers are 

highly suspect given the apparent close relations among the parties. 

C. Valuation of Timber Assets 

The IC's conclusion regarding the value of Sino-Forest's timber assets is simply that 

the $2.476 billion reported on the 2010 balance sheet "reflects the purchase prices 

for such assets as set out in the BVIs and WFOE standing timber purchase contracts 

reviewed by the IC Advisors". 33 Given the dubious nature of the relationships 

among Sino-Forest, the Ais and its Suppliers, verification of transaction documents 

hardly provides assurance that the recorded (book) values represent fair market or 

bargained arm's-length values. 

33 Second Report of the IC, dated November 13, 20ll, page 6. 
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The usefulness of transaction document comparisons among related or possibly 

related parties are marginal at best and may be a particular example of the IC's 

attempt to feign an informative investigation. 

The IC also sought independent valuation of Sino-Forest's purported timber assets. 

The valuation is ongoing as of the date of the IC' s Final Report. However, if 

ownership is in doubt in some situations, the valuation issue may not become 

relevant unless cutting rights are held by Sino-Forest. 

VII. CASH FLOW REPORTING 

A. Background 

Ernst & Young LLP rendered audit reports on the financial statements of Sino

Forest for the years prior to 2005 and for the years ended December 31, 2007 

through 2010. These opinions stated, in part: 

"In our opinion, the consolidated financial statements present 
fairly, in all material respects ... cash flows .. .in accordance with 
Canadian generally accepted accounting principles." 

In our opinion, this statement is materially misleading to financial statement 

readers. Sino-Forest and its auditors seriously violated Canadian GAAP year after 

year in the preparation of the "cash flows from operating activities" section of Sino

Forest's cash flow statement. Consequently, financial analysts and investors were 

led to believe that Sino-Forest was far more successful in generating operating cash 

than was actually the case. 

Similarly, for the years ended December 31, 2005 and 2006, BDO rendered the 

same type of deficient and misleading opinion. These BDO opinions were also 

materially misleading for the reasons described below. 

As an example, E&Y dated its signed audit report "March 14, 2011" for the year 

ended December 31, 2010. "Cash flows from operating activities" for 2010 were 

reported as audited $840 million U.S. dollars. What should have been reported was 
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a much lower dollar amount of $94 million U.S. dollars. Sino-Forest overstated the 

figure by almost 900% for 2010. 

In our opinion, "cash flows from operating activities" are a crucial figure that 

analysts and investors monitor when measuring the financial health of an entity. 

Cash inflows have to arise from one or more of only three sources: 

1. Cash flows from operating activities. 

2. Financing sources (such as the sale of bonds or shares, typically to third parties). 

3. Dis-investing (or selling the entity's long-life assets). 

Dis-investing results in shrinking a company, and is usually an indicator of negative 

financial health. Financing sources of cash are appropriate when a company is 

growing, but could also be an indicator of declining financial health, and the need to 

borrow. It therefore has to be watched closely to ascertain the reasons for the 

financing( s ). 

Generally, "cash flows from operating activities" tends to receive the greatest 

attention from analysts. Low "operating activity" cash flows (absent the obtaining 

of greater financing) means that the company cannot pay dividends, or acquire more 

assets, or modernize, or engage in other vital activities so as to increase future 

profits. Indeed, negative "cash flow from operating activities" could be a warning 

of pending financial failure. 

Valuations of a company's overall worth, are often decided in significant part by 

applying a "valuation multiple", such as 5 or 10 or more times, to "cash flow from 

operating activities" per share. 

In brief, in our opinion, an overstatement by almost 900% of a company's "cash 

flow from operating activities" is exceedingly serious. Issues such as the survival 

of the corporation would have had to have been entertained, had the company 

provided a reasonably accurate cash flow statement each year in its audited 

financial statements. 
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In summary, there are two deficiencies with Sino-Forest's cash flow statements; 

adoption of non-cash "depletion" and mismatching cash flows. These are discussed 

in greater detail on the following pages. 

B. The Misleading Financial Statements. 

In essence, in our opinion, Sino-Forest and its auditors clearly violated several basic 

concepts of Canadian G AAP for the several years leading up to December 31, 2010. 

Although a few accounting complexities existed in the general Sino-Forest business 

situation, what occurred in preparing the financial reporting was actually a simple, 

but thoroughly inappropriate and misleading, process. 

Overall, when Sino-Forest acquired tracts of growing timber, the company 

inappropriately chose to call the purchase cost an "Investment" or investing activity 

on the cash flow statement. Traditionally, an "investment" would be considered to 

be a long-lived (or non-current) asset that would be used gradually over many 

future years, to generate revenue and profit. A relevant example would be a tree 

farm, where trees grow over many years before they become ready for harvesting. 

A long-term "investment" category could be contrasted with what is called 

"inventory" (a current asset), which is intended to be sold, usually within the next 

year, or a longer life cycle for the particular business. Inventory are goods that are 

ready for sale without needing further growth or transformation. 

On a cash flow statement, when inventory is sold, its cost in effect temporarily 

reduces the "cash flow from operating activities." That is, when the selling price of 

the inventory exceeds its cost, the net figure (selling price less inventory cost), and 

not the gross revenue figure, gets reported as "cash flow from operating activities." 

Hence, the "matching" concept of GAAP enters the picture, and requires the cash 

cost of the inventory to be subtracted from cash sales revenue to show any net 

addition to "cash flow from operating activities." By using the "net" dollar amounts 

of cash inflow, the financial statements would be aligned with what actually 
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happened, because any net cash increase from a transaction would arise from cash 

revenue less cash cost of inventory. 

What Sino-Forest was largely reporting in its annual audited, and quarterly, 

financial statements was not the purchase of soon-to-be-sold inventory, but the 

acquisition of what Sino-Forest and its auditors labelled as a long-term investment. 

Categorizing timber inventory as a long-term non-current investment, particularly 

when that inventory is frequently being traded or sold, is a clear violation of GAAP, 

and has been for several decades. 

In short, when soon-to-be-sold timber was acquired, the cost became an 

"investment" for cash flow reporting purposes under Sino-Forest's inappropriate 

investing-activity reporting. But, when the timber lands were sold, the entire sales 

proceeds were called "cash flow from operating activities" (which was an entirely 

different category within a cash flow statement.) Thus, "cash flow from operating 

activities" became grossly overstated under Sino-Forest's unrealistic and highly 

misleading reporting methods. 

In Sino-Forest, no subtraction from the timber sales proceeds was being made on 

the cash flow statement for the cash cost of the timber tracts that had been sold. A 

massive overstatement of "cash flow from operating activities" thus occurred, year

after-year. "Cash flow from operating activities," as reported in the audited 

financial statement, was therefore materially false because cash costs were being 

ignored. Gross cash increases were being reported instead of net-of-cost cash 

increases. 

Costs or cash outlays were hidden in the "investments" or investing activities 

section within the cash flow statement. But, revenue or cash inflows, ignoring 

closely related offsetting cash costs, were permitted to be labelled "cash flow from 

operating activities", which is a completely different and extremely important 

section of the cash flow statement. 
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Significantly, Sino-Forest's chosen accounting treatments for cash flow reporting of 

timber sales is directly contradicted by its own admissions. In responding to the 

Muddy Waters report, the Company stated that it did not harvest trees. Rather, it 

sold standing timber.34 This is consistent with our view that Sino-Forest traded in 

standing timber, and did not treat standing timber as a long-term investment. 

Accordingly, it was not appropriate for Sino-Forest to have characterized standing 

timber in purchased plantations as an investment, for disclosure as an investing 

activity for cash flow reporting purposes. 

C. Inventory as Investments 

Categorizing inventory as "investments" constituted a serious violation of GAAP. 

But, there were more GAAP violations. These all resulted in an absence of "fair 

presentation" (as set forth in the auditors' reports) and the existence of "materially 

misleading" financial statements, year-after-year (contrary to the wording of the 

annual auditors' reports). 

In our opinion, as forensic accountants who have been engaged to analyze many 

financial reporting discrepancies over many years, the mechanism that was 

employed by Sino-Forest to overstate "cash flow from operating activities" is 

significantly unusual, disconcerting, and highly improper. The dollar misstatements 

that occurred were deceptive and grossly in excess of financial reality. 

Instead of using the usual procedure of deducting the cost of the sold timber lands 

from the sales revenue, in a "matching" exercise, the company chose a clearly non

GAAP approach year-after-year of calling the costs of sold lands a "depletion" (a 

non-cash concept). Such inappropriate reporting had the effect, in cash terms, of 

showing a zero cash cost for sold timber tracts. That is, depletion expense is a non

cash item. As such, the depletion expense (non-cash) item on the income statement 

was automatically turned into a zero figure on a cash flow statement, because 

depletion is not a cash expense. As such, non-cash cannot be reported on a cash 

flow financial statement. Thus, from a cash viewpoint, "cash flow from operating 

34 See Sino-Forest's June 3. 2011 press release "Sino-Forest Comments on Share Price Decline" 
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activities", using Sino-Forest's reporting method, results in zero cash cost for sold 

timber being charged against the purported revenue. Cash receipts from the sales 

were fully included, by Sino-Forest, essentially offset by zero costs, in the "cash 

flows from operating activities" section of the cash flow statement. 

In our opinion, such an unsuitable and highly misleading choice required 

considerable "planning". Commonly, situations which create "new" methods of 

financial reporting require extensive discussion with the company's auditors. The 

result of the decision led directly to the financial statements being materially 

misleading, or containing an especially cumulative material misstatement, over 

many years, including from 2006 onward. 

The "Independent Auditors' Report" signed by E& Y for fiscal 2010 stated, in part: 

"We conducted our audits in accordance with Canadian generally 
accepted auditing standards. Those standards require that we 
comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the consolidated financial 
statements are free from material misstatement." [Emphasis added.] 

As mentioned earlier, cash inflows from Sino-Forest's basic operating activities, 

which were reported at U.S. $840 million in 2010 instead of U.S. $94 million, 

unquestionably constitute a material misstatement of Sino-Forest's cash operating 

results. The difference of U.S. $746 million was caused by calling the amount 

"depletion of timber", a non-cash item, instead of a cash expense normally labelled 

as "cost of goods sold." 

The seriousness of the misstatement becomes magnified quickly. When financial 

analysts apply a valuation multiple (such as 10 times operating cash flow) to the 

U.S. $746 million overstatement, the overvaluation of Sino-Forest, as a company, 

rises into the billions. 

D. False Depletion 

The adoption by Sino-Forest of non-cash "depletion", instead of typical cash-based 

"inventory" reporting treatment over several years, clearly was not in accordance 
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with Canadian GAAP. "Cash" and "non-cash" are opposites. The principal reasons 

for concluding that the use of "depletion" in Sino-Forest was not justified are: 

1. Sino-Forest, according to its sales records, was not in the primary business of 

growing, and then later harvesting, timber. That is, Sino-Forest was not a long

life tree farm, which would grow trees for harvesting. Instead, Sino-Forest's 

audited financial statements show that it was mainly buying and fairly quickly 

selling large tracts of timberland, and logs. 

For example, in the year ended December 31, 2009, of U.S. $1,238 million of 

total revenue, U.S. $954 million was from the "Sale of standing timber and 

harvested logs." (Note 20 of the 2009 audited annual financial statements.) The 

U.S. $954 million accordingly represented over 77% of Sino-Forest's 2009 

revenue. This same relationship occurred in each of the years from 2006 to 

2010. 

"Depletion", according to Sino-Forest's financial reporting, was being applied 

to sold timber. That is, their entire depletion expense of U.S. $522 million was 

recorded as applying against the U.S. $954 million of sold timber. Zero dollars 

of depletion are noted as applying to inventory of unsold logs. 

Further details about the composition of "Cost of sales" and "Timber holdings" 

was not provided in the audited annual financial statements for most years. 

Hence, crucial information about the sales spilt between "standing timber" and 

"harvested logs" was withheld from investors. However, supporting further 

details are available for some of the years elsewhere in the earlier annual 

reports of Sino-Forest. 

Harvesting of logs incurs the costs of labour and affiliated expense overheads, 

as well as the cost of logs. At Sino-Forest's year end, such unsold logs at cost 

should constitute "inventory." Note 5 to the 2009 audited annual financial 

statements shows only U.S. $22 million of "Timber logs". Exactly which parts 
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of the U.S. $22 million are made up of labour, overheads and log costs were not 

provided. Quite possibly inventory of logs arose solely from log purchases. 

With an "inventory" turnover of about six (6) times in 2009, Sino-Forest's 

harvesting revenue and related costs would not appear to be large in relation to 

probable sales of standing timber. Hence, the principal business operations of 

Sino-Forest, at least in 2009, would appear to be sales of tracts of standing and 

growing timber. Thus, sales of timber "investments", using Sino-Forest's 

categorization, should have been shown in the "investments" or investing 

activities section of the cash flow statement, and definitely not in the "cash flow 

from operating activities" section of a cash flow statement. 

2. Further evidence that Sino-Forest's principal business operations over the six 

years 2005 to 2010 were sales of standing timber, and that such sales really 

constituted sales of inventory (as opposed to sales of "investments"), can be 

obtained by comparing "Additions to timber holdings" to "Depletion of timber 

holdings included in cost of sales" on the "Consolidated Statements of Cash 

Flows" for each of the years 2005 to 2010. 

In millions of U.S. dollars, for 2005 to 2010 inclusive: 

U.S. dollars in 

millions 

Additions in total to timber holdings $4,368 

"Depletion," or sales cost, according to Sino-Forest $2,756 

That is, sales and harvesting in the same 

six-year period, as a percentage of "additions" was: 

Accordingly, Sino-Forest's main business was as a short-term trader of 

purchased standing timber. Such standing timber therefore clearly represented 
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"inventory", which was readily available for sale. As such, the standing timber, 

at least in significant part, would constitute a "current asset" in accounting 

terms. New purchases of standing timber in effect were being turned over in 

less than two years (given the 63% sale rate in one year). In the resource 

business, such quick sales would occur for inventory traders, and not long-term 

tree farming and extraction industries. 

3. Even when we examine the year end holdings of Sino-Forest's "Timber 

holdings", a similar quick turnover picture arises: 

Year end 2010 

Year end 2009 

Year end 2008 

Year end 2007 

Year end 2006 

Timber Holdings 

U.S. dollars in millions 

$3,122 

2,183 

1,653 

1,174 

753 

Using the entire "Timber holdings" at year end 2010, and the U.S. $746 million 

Sino-Forest depletion figure for 2010, only about four (4) years would be 

required to sell or harvest their entire or total declared timber assets as of year 

end 2010. Obviously, if the recorded audited asset values had somehow been 

overstated in 2010, the four year figure would be correspondingly less. Hence, 

Sino-Forest, in reality, was not a long-term tree farm; its annual audited 

financial statements portrayed the company as an inventory trader, but one 

which grossly overstated actual "cash flow from operating activities." The 

"depletion" concept was therefore inappropriate and misleading given the nature 

of Sino-Forest's business operations. 
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4. In the accounting literature, the term "depletion" is usually employed with 

reference to diminishing assets, as occurs with the extraction of ore, natural gas 

and oil. 

Timber constitutes a significantly different asset. Standing trees can be 

replenished over time through natural growth. Other resources such as oil and 

gas deplete as they are extracted, and cannot be replenished at the same 

location. 

The book "Terminology for Accountants", published by the Canadian Institute 

of Chartered Accountants ("CICA"), defines "depletion" as: 

"1. A reduction in quantity of wasting assets as a result of 
consumption or removal. 
2. A charge in an accounting period to reflect that portion of the cost 
or other recorded value of wasting assets consumed or removed in 
that period." 

In effect, when trading of goods (as opposed to growing, tree farming or 

replenishing) is the main preoccupation of a company, the goods traded 

constitute "inventory". Goods are purchased; goods are sold; inventory 

turnover is vital to the entity. Farming (such as growing wheat or trees) 

involves replenishing the product for sale, and therefore would normally 

encounter lesser dissipation of the land's ingredients, over time. But, the degree 

of permanent consumption of resources as occurs with oil and gas extraction is 

usually significantly greater than for tree farming. It is the permanent 

exhaustion of the resources that leads to the accounting usage of the term 

"depletion." 

As stated previously, accounting depletion is not cash-based, but is an expense 

that is used in the process of measuring income, which is the purpose of an 

income statement. Being non-cash, depletion does not belong on a cash flow 

statement, which focuses on cash liquidity, and not on profitability or income. 
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Depletion is an "accrual accounting" income measurement term, and is a non

cash-expense. Depletion appropriately belongs on an income statement, 

because it is an expense of earning income. In sharp contrast, "inventory" is 

cash-based, and therefore logically becomes a crucial cost to be accounted for in 

a "cash flow" statement, being netted against cash revenue from timber sales. 

In summary, Sino-Forest's use of the non-current asset term "Timber holdings" for 

all of its timber asset purchases was clearly inappropriate given the nature of its 

proclaimed "trading" operations. Sino-Forest was not exclusively depleting land 

and timber resources and avoiding re-planting, as would occur in a business such as 

the extraction of oil and natural gas. To the extent that Sino-Forest might have been 

devoting a small part of its assets to tree farming, minor depletion might then apply. 

But, the reported financial amounts show that timber trading was Sino-Forest's 

main operating focus in 2010, 2009 and at least back to 2008. Logical accounting 

and financial reporting would have labelled the timber assets to be traded as 

"inventory", a cash item. Sino-Forest chose otherwise, and materially violated 

GAAP by not offsetting cash costs of timber against revenue from sales. 

E. Mismatching Cash Flows 

On its annual audited cash flow statement Sino-Forest inappropriately: 

1. recorded cash or equivalent receipts for most timber sales within the crucial 

corporate success-monitoring category, labelled "cash flows from operating 

activities"; but, 

2. reported cash disbursements for timber tract purchases in the separate "investing 

activities" section of the cash flow statement. 

The result was a gross mismatch and overstatement of "cash flows from operating 

activities" because cash disbursements for timber acquisitions were not being 

subtracted from cash receipts, to an·ive at any net increase in cash for Sino-Forest 

for its "operating activities", as opposed to "financing" or "investing" activities. 
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The Handbook of the Canadian Institute of Chartered Accountants ("CICA 

Handbook"), which sets forth many aspects of GAAP, in its section dealing with the 

cash flow statement clearly identifies that what Sino-Forest was reporting was a 

serious violation of GAAP. The CICA Handbook states in part: 

"Cash flows from operating activities are primarily derived from the 
principal revenue-producing activities of the enterprise. Therefore, 
they generally result from the transactions and other events that enter 
into the determination of net income or loss ... " [Emphasis added.] 
[Section 1540.16] 

"Some transactions, such as the sale of a capital asset, may give rise 
to a gain or loss which is included in the determination of net income 
or loss. However, the cash flows relating to such transactions are 
cash flows from investing activities." [Emphasis added.] [Section 
1540.16] 

"An enterprise may hold securities and loans for trading purposes, in 
which case they are similar to inventory acquired specifically for 
resale. Therefore, cash flows arising from the purchase and sale of 
trading assets are classified as operating activities." [Emphasis 
added.] [Section 1540.17] 

"Expenses are recognized in the income statement on the basis of a 
direct association between the costs incurred and the earning of 
specific items of income. This process, commonly referred to as the 
matching of costs with revenues, involves the simultaneous or 
combined recognition of revenue and expenses ... " [Emphasis 
added.] [Section 1000.51] 

Sino-Forest and its auditors ignored the vital "matching" foundation concept of 

GAAP, which is the very basis of computing accounting income. Income, in tum, 

especially cash income "from operating activities" is a major component in the 

calculation of a corporation's stock value. Matching of cash disbursements to cash 

receipts is accordingly vital in a cash flow statement's focus on cash liquidity. 

Sino-Forest and its auditors faced the following two main alternatives: 

1. Standing timber purchases could be called a non-current investment asset, with 

the emphasis being on "investment", which would make sense for a longer term 

tree farming focus. If so, any eventual gains (such as arising from the eventual 
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selling price of timber being in excess of its acquisition cost) would be shown in 

the "investing" section of the cash flow statement. 

2. Alternatively, acquisitions of timber tracts could have been called "inventory", 

or a similar "trading" name, which is then often called a current asset. When 

inventory is being traded, as a fundamental business purpose of the company, 

both the cash purchase cost and the cash receipts on sale are automatically 

matched as part of "cash flows from operating activities." That is, the main 

purpose of the business is "trading activities," with the net cash effects being 

called "cash flow from operating activities." 

Instead of following only one of the two obvious GAAP alternatives, Sino-Forest 

and its auditors chose the so-called "convenient" or "best parts" of each opposing 

alternative, and thereby enormously inflated the fundamental yardstick measure of 

success labelled as "operating cash flows". Such an appropriate combination was a 

clear violation of GAAP, as was described above. 

The mismatch allowed cash expenditures to not be subtracted from cash receipts 

thereby bloating "cash flow from operating activities." Valuation analysts thus 

would have been materially misled, and probably would have seriously misled their 

investor clients concerning the value of Sino-Forest's shares. 

"Cash flows from operating activities" are, in an important sense, "sacred" to 

analysts. Many analysts' valuation models utilize terms such as "EBITDA" which 

are often just slight variations of "operating cash flows." 

As the CICA Handbook stated at the time, in Section 1000.11: 

" ... the objective of financial statements for profit-oriented 
enterprises focuses primarily on information needs of investors and 
creditors ... " [Emphasis added.] 

Sino-Forest's management and its auditors' decision to regard the timber 

acquisition costs as being subject to "depletion", which is a non-cash concept, had a 

direct misleading and exaggerating effect on the cash flow statement. "Depletion" 
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types of non-cash add-backs to income caused timber acquisition costs to vanish, in 

accounting terms. In reality, cash resources had to have been utilized for timber 

acquisitions. Hence, "cash flow from operating activities" became grossly 

overstated by Sino-Forest, especially in the years since 2005 up to 2010. 

In our opinion, such clearly inappropriate "reasoning" which resulted m Sino

Forest's material violations of GAAP, is highly disturbing. The CICA Handbook 

clearly calls for a separation of "investing activities" from "operating activities." 

[Section 1540.12] Valuation multiples that are commonly applied to cash generated 

by "operating activities" cause such "errors" or distortions in calculations of 

operating cash flows to become especially serious, especially when they are 

multiplied into becoming false corporate-wide values. 

F. Changing Nature of Sino-Forest 

A review of Sino-Forest's audited annual financial statements since the year 2000 

indicate that the nature of its operations was changing in material ways over the 

years. Revenue in 2000 of U.S. $127 million had increased to U.S. $1,924 for 

2010. Similarly, depletion of U.S. $1 million in 2000 rose to U.S. $746 million in 

2010. 

Trading revenue from wood logs nearly doubled between 2005 and 2010, whereas 

revenue from "plantation fiber" increased almost six (6)-fold in the same period. 

Much of the increase commenced in 2005 to 2006. Trading, and not tree farming, 

grew rapidly in Sino-Forest, as is demonstrated by the six-fold increase. 

Given the nature of Sino-Forest's changing operations, a significant question has to 

be addressed: did Sino-Forest require a serious revamping of its accounting and 

reporting principles commencing in 2005 to 2006? Specifically, should Sino-Forest 

have had two sets of accounting principles for two distinct business models: tree 

farming vs. timber trading? 

We already know that Sino-Forest wedded itself over the years to the one materially 

misleading cash flow model or concept of depletion of supposedly tree farming 
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timber holdings. Such reporting could be fitting for a tree farm operation where 

tree growth and harvesting occur over perhaps 40 years. But, ascertaining the 

amount of depletion would likely be a difficult task, given replenishment growth in 

a tree farm. 

However, according to its significant fluctuations in year end timber holdings 

relative to acquisitions or purchases of timber tracts, as noted in its audited financial 

statements, Sino-Forest was in the trading and harvesting business over the short 

near term. Both trading and short-term harvesting operations have to be reflected, 

as main purposes of a business, in "cash flow from operating activities", by 

definition. 

The CICA Handbook (Section 1540) specifically addresses the problem that Sino

Forest was facing as its business changed its prime focus. A choice could have 

been made to report all of the short-term trading and harvesting operations in the 

"investing" section of the cash flow statement. In essence, Sino-Forest might have 

declared itself to be a long-term tree farm. However, if the timber tracts actually 

were for mature trees, such a declaration would be contrary to facts. 

But, Sino-Forest and its auditors chose to ignore the clear language (stated earlier) 

of the CICA Handbook. Despite the overwhelming facts that Sino-Forest was 

engaged in "trading", mainly on a short-term basis, Sino-Forest and its auditors 

clung to not only a non-GAAP application of depletion, but also to mismatching of 

cash flows by using two totally different portions of the cash flow statement. The 

materially mismatched cash flows had to have been obvious to both Sino-Forest and 

its auditors. 

To make matters worse for shareholders of Sino-Forest, investors generally, and 

analysts, the financial item that was chosen for gross overstatement was "cash flow 

from operating activities." The magnitude of overstatement in 2010 of nine (9) 

times applied to share price valuation multiples of, perhaps six (6) times, results in a 

potential overstatement of share price of fifty-four (9 x 6 =54) times. In short, the 

overstatement was extreme and alarming. 
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In our opinion, Sino-Forest and its auditors had to have known that many analysts 

were writing reports on Sino-Forest as a company. Overstatements of critical dollar 

numbers of the foregoing magnitude had to have material consequences. The life of 

Sino-Forest was being prolonged by misleading financial reporting. 

G. Financial Analyst Reports 

Based on readily available reports, many financial analysts closely followed the 

financial activities of Sino-Forest. Releases by Sino-Forest of its annual audited 

financial statements invariably led to the frequent publication of analysts' updates 

on its expected stock pricing. 

A few of the broker companies that appeared to utilize "cash flow from operations" 

in important parts in their investment analyses included: 

1. Dundee Capital Markets - March 16, 2010 

2. Credit Suisse- March 16, 2010 

3. Morgan Stanley Research- March 16,2010 

4. Scotia Capital- March 16, 2010 

5. RBC Capital Markets- March 16,2010 

A similar group of analysts' reports that appeared to use "cash flow from 

operations" or equivalents in their valuations were issued for 2009 and prior years' 

Sino-Forest results. 

In our opinion, as previously stated, the "cash flow from operations" figures were 

certainly materially misleading. Accordingly, the value of Sino-Forest as a 

company became seriously overstated. A collapse of Sino-Forest's share price was 

not surprising, if not inevitable. 
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H. Cash Transactions 

The extent to which cash actually circulated in and out of Sino-Forest from third 

parties has yet to be determined. Further investigation is required. 

However, the degree to which previously-mentioned questionable "cash flows from 

operating activities" (after having been adjusted for false non-cash depletion) would 

still have constituted a misstatement of facts, merely compounds the violations of 

GAAP reporting, as well as of auditing standards. Entities that report accounting 

profit that is grossly in excess of net cash receipts from operations frequently 

encounter liquidity crises. The fact that Sino-Forest's actual "cash flow from 

operating activities" were far lower than claimed would have contributed to its 

current cash flow crises. 

Accordingly, our earlier comments about Sino-Forest's corporate valuation being 

overstated because "cash flows from operating activities" were grossly overstated, 

are not the full story. If, as alleged, actual cash receipts as reported were not in fact 

being received in cash, an additional serious problem existed in Sino-Forest. 

The compounding effect of overstated "cash flows from operating activities" and 

reported cash flows that did not in fact occur in cash must be added together. The 

combination of dollars of misstatement would be hugely in excess of "material 

dollars" for their effects on investors, and their decisions. 

Consequently, in our opinion, had E&Y and BDO performed GAAS compliant 

audits, they would have to have known that Sino-Forest's financial reporting was 

not in accordance with GAAP. No doubt ought to have existed in the minds of 

experienced accountants that Sino-Forest's annual audited financial statements were 

materially misstated, and had been so for multiple years leading up to December 31, 

2010. But, the uncovering for shareholders of hidden numbers (however, not so 

hidden for auditors) was vital to grasp the material financial manipulations. 
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VIII. ANALYSIS OF EXTERNAL AUDITOR PERFORMANCE 

A. Generally Accepted Auditing Standards 

The Canadian Institute of Chartered Accountants' Handbook (the "CICA 

Handbook") sets out professional standards for the audit of financial statements. 

Additional guidance may be found in professional auditing literature, textbooks and 

academic research. 

CICA Handbook Section 5100 (Generally Accepted Auditing Standards) states, in 

part: 

"Generally Accepted Auditing Standards are as follows: 
The examination should be performed and the report prepared by a 
person or persons having adequate technical training and 
proficiency in auditing, with due care and with an objective state of 
mind .... " 

[CICA Handbook Section 5100.02, as of September 
1975 and effective for the relevant period.] 

Technical competence, care and an independence of attitude are crucial elements for 

performing a GAAS financial statement audit. E& Y and BDO were required by 

professional standards to exercise these important attributes in their audits of Sino

Forest's financial statements. 

B. Responsibilities of Auditors 

The role of an auditor is to express an opinion for shareholders on management's 

financial statements. Preparing financial statements, including the process of 

maintaining financial information and assembling the underlying data for the 

financial statements, are the responsibility of the audited entity's management. 

CICA Handbook Section 5090 (Audit of Financial Statements35
) sets out the 

following, among other, guidance: 

35 Section 5090 has been in effect since June 1998, but was revised effective December 14, 2004. As of 
December 14, 2004, the "presumption of management's good faith" was deleted as an auditing postulate. 
Instead, an auditor is required to consider the "honesty and integrity" of management. An auditor does not 
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1. An auditor often initially designs and executes audit procedures under a 

presumption of management's good faith. This presumption of good faith may 

be applied in collecting and evaluating the sufficiency and appropriateness of 

audit evidence. However, consideration has to be given to management's 

integrity. Indications that question or contradict management's good faith that 

may be encountered during an audit must be taken into consideration, and audit 

procedures modified accordingly. 

2. Management's good faith is not, in itself, a source of sufficient and appropriate 

audit evidence. The representations and assertions of management do not, in 

and of themselves, constitute sufficient audit evidence. If it were otherwise, 

audits would provide no real assurance to the shareholders. Independent audit 

evidence must be gathered and evaluated. 

3. An auditor is also required to exercise "professional skepticism", which means 

that the auditor has to be alert to any evidence that contradicts any presumption 

of management's good faith. 

Therefore, an audit can initially presume good faith conduct by management, 

but auditors must be cognizant of risks that management may act otherwise. 

Further, an auditor cannot blindly accept evidence, but must carefully consider 

the reliability and validity of the evidence that is collected. Importantly, 

management itself cannot be considered to be an adequate or complete source 

of audit evidence. Corroboration of management's accounting records and 

assertions with external, independently-obtained evidence is a crucial aspect of 

a GAAS audit. 

C. Knowledge of the Business 

In order to effectively obtain and evaluate audit evidence, an auditor must 

thoroughly understand a company's business. Knowledge of the business is also 

assume honesty (or dishonesty), but is required to be alert to indications of dishonesty (i.e., exercise 
professional skepticism). 
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used to evaluate the accounting policies and financial statement presentation 

choices that have been made by management. Professional obligations to obtain 

and apply a "knowledge of the entity's business" are set out in the CICA Handbook 

Section 5141 (Understanding the Entity and Its Environment and Assessing the 

Risks of Material Misstatement) for audits that were conducted in January 2006 and 

later. Knowledge of the entity's business is crucial to the ability to conduct an audit. 

Note that the purpose of such knowledge is to facilitate the auditor's evaluation of 

the entity's transactions, accounting policies and the overall financial statement 

presentation. The implication is that an effective audit is not possible without such 

knowledge. 

"The auditor should obtain an understanding of the nature of the 
entity. The nature of an entity refers to the entity's operations, its 
ownership and governance, the types of investments that it is making 
and plans to make, the way that an entity is structured and how it is 
financed. An understanding of the nature of an entity enables the 
auditor to understand the classes of transactions, account balances 
and disclosures to be expected in the financial statements." 

[CICA Handbook Section 5141.025, effective 
January 2006.] 

The application of knowledge is not a singular or isolated event. GAAS requires 

that the auditor apply his/her knowledge of the client's business in a continuous and 

cumulative manner.36 Procedures should be contemporaneously modified if material 

information is discovered in the course of the audit. For example, if it becomes 

apparent that management's integrity is suspect, all audit evidence that originated 

from management must be reconsidered. Alternate, external sources of data would 

have to be obtained to replace information provided by management. If external 

evidence is not available, an external GAAS audit may not be possible to achieve. 

E&Y and BDO were obligated under GAAS to make themselves aware of Sino

Forest's peculiar business model, including the ESA's, the set-off arrangements, 

and the trading procedures for standing timber. 

36 Obtaining an understanding of an entity's business, environment and internal controls is also described as 
a "continuous" process at Section 5141.06. 
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D. Audit Evidence 

Auditors are obligated to collect sufficient and appropriate evidence to support an 

opinion on financial statements. 

"Sufficiency is the measure of the quantity of audit evidence. 
Appropriateness is the measure of the quality of audit evidence; that 
is, its relevance and its reliability in providing support for, or 
detecting, misstatements in, the classes of transactions, account 
balances and the disclosures and related assertions. The quantity of 
audit evidence needed is affected by the risk of misstatement (the 
greater the risk, the more audit evidence is likely to be required) and 
also by the quality of such audit evidence (the higher the quality, the 
less may be required) ... merely obtaining more audit evidence may 
not compensate for its poor quality." 

[CICA Handbook Section 5300.07, as of December 
2005] 

Auditors are not entitled to rely only or primarily upon the management of an 

audited entity to provide evidence to test financial statement balances. GAAS 

addresses the reliability of audit evidence in the CICA Handbook at Section 

5300.09. In particular, evidence from external sources is considered to be reliable, 

as is evidence that is obtained directly by the auditor and evidence that is produced 

in original documents. 

The auditor's objective in collecting evidence is to test the assertions that are 

implicit in the financial statement balances, such as the occurrence of transactions, 

the existence of assets, and the valuation of assets?7 Thus, E& Y and BDO ought to 

have sought evidence on the existence and valuation of Sino-Forest's timber assets, 

as well as for the occurrence of the purchase and sale transactions. 

Obtaining external sources of evidence or direct observation of evidence on Sino

Forest's timber holdings and purchase/sale transactions would have been extremely 

difficult. The challenges encountered by the IC would have also applied to the 

external auditors. It is more than likely that independent evidence could not have 

been obtained by the auditors on much of Sino-Forest's timber assets and related 

37 See CICA Handbook section 5300.20- .21. 
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transactions. Hence, "clean" audit reports could not be issued in accordance with 

GAAS when crucial evidence was not able to be obtained. 

E. Internal Controls 

An auditor is required to obtain a "sufficient understanding of internal control". 38 

The purpose of studying the entity's internal controls is explained as follows: 

"The auditor should obtain an understanding of internal control 
relevant to the audit. The auditor uses the understanding of internal 
control to identify types of potential misstatements, consider factors 
that affect the risks of material misstatement, and to design the 
nature, timing and extent of further audit procedures. Internal control 
relevant to the audit is discussed in paragraphs 5141.047-.053. In 
addition, the depth of the understanding is discussed in paragraphs 
5141.054-.056." 

[CICA Handbook Section 5141.041, effective 
January 2006.] 

This obligation to probe the accounting for transactions, from origination to 

financial reporting, is particularly relevant to E&Y and BDO's relationships with 

Sino-Forest. The external auditors were obligated to examine Sino-Forest's 

purchases and sales of standing timber in order to assess the appropriateness of 

Sino-Forest's accounting. Peculiarities such as the ESA framework, the set-off 

arrangements, and the lack of title registration ought to have been identified as 

particular risk areas. Audit procedures should have been modified accordingly. 

Weak internal controls imply greater risks of material misstatement in financial 

statements. Consequently, auditors are obligated to supplement their procedures to 

perform additional, or alternative, tests to collect sufficient and appropriate audit 

evidence. 

The IC's investigations revealed numerous deficiencies in the Company's internal 

controls, including: 39 

38 See CICA Handbook Section 5100.02 (Generally Accepted Auditing Standards), as of July 1992 and 
effective throughout the relevant period. 
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1. inappropriate concentration of authority, or lack of segregation of duties. 

2. incomplete or inadequate record creation and retention practices; 

3. scattered or decentralized record-keeping; 

4. lack of integrated accounting systems; 

5. lack of an internal audit function; and, 

6. the use of personal electronic devices and personal email accounts to conduct 

business. 

The internal control deficiencies at Sino-Forest described by the IC are fundamental 

flaws that had to have been known to an external auditor in planning and 

performing a GAAS audit. In light of such deficiencies, expanded audit procedures 

would have had to have been performed by E&Y and BDO. It is highly unlikely 

that internal controls for financial reporting could have been relied upon. Extensive 

tests of details, examination of original source documents and use of external, 

independent evidence would have been crucial. Any evaluation of E& Y and 

BDO's professional work should take these circumstances into account. Given the 

significance of the deficiencies indentified by the IC, it is highly unlikely that a 

GAAS audit on Sino-Forest's financial statements could have been performed by 

E&YandBDO. 

F. Audit of Particular Financial Statement Items 

1. Inventory 

Specific concerns in auditing inventory are the existence, ownership and 

valuation of goods that were claimed as being assets of an entity. 

According to CICA Handbook Section 6030.01, " ... while auditors do not take, 

determine or supervise the inventory, they must be reasonably satisfied as to the 

39 See the Final Report of the IC, dated January 31, 2012. pages 10-12. 
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physical existence and condition of the goods, the ownership, the pricing and 

the arithmetical accuracy of the calculations."40 

The minimum auditing procedures for inventory are described as follows: 

"The auditing procedures in respect of inventories should be 
sufficient in scope to satisfy the auditors: 

(b) as to the physical existence, ownership and condition of 
inventories; 

(c) that the stated basis of valuation is being followed and is 
consistent with that of the previous period. "41 

Common audit procedures include physical inspection of the assets, inventory 

counts and price testing. Based upon the difficulties that were encountered by 

the IC, it is highly improbable that E&Y and BDO were able to perform the 

necessary procedures to verify the above-noted assertions. 

(a) Physical inspections and counts likely were not feasible in the context of 

normal audit scopes. Extensive travel would have been required. Even if 

the external auditors had been were able to arrange for physical attendance, 

apparent limitations in the mapping and surveying of lots would have 

hindered physical counts. 

(b) Verification of ownership through third-party legal documents would not 

have been possible. We understand that purchased plantation lots generally 

were not registered to Sino-Forest's ownership (i.e., plantation rights 

certificates were not obtained), nor was the issuance of confirmations by 

local forestry bureaus a common practice in any case. 

(c) If E&Y and BDO had attempted to independently collected evidence 

through physical observation, confirmation of ownership and similar 

4° CICA Handbook Section 6030.01, as of June 2005. 
41 CICA Handbook Section 6030.08, as of June 2005. 
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verification methods, they would have encountered the same troubling 

obstacles as the IC. 

If attendance at stocktaking is not feasible, an auditor is required to perform 

alternative procedures to satisfy GAAS requirements applying to the inventory 

asset.42 

E&Y and BDO likely relied upon transaction documents, such as contracts, to 

verify the existence, ownership (and value) of the Company's standing timber. 

Such reliance upon internal or related party documentation, and correspondence 

with only purported third-parties (for which serious concerns exist; discussed 

below), was not inappropriate. Non-third party original documents would not 

have provided sufficient and appropriate evidence to support an audit opinion. 

Timber holdings comprised well over one-half of Sino-Forest's assets in each 

year from 2006 to 2010. Independent verifications were necessary, but could 

not have been performed given the circumstances now understood to have 

existed. Consequently, E&Y and BDO should not have issued their "clean" 

audit opinions.43 

If an auditor is not able to obtain sufficient and appropriate evidence on the 

physical existence, ownership and valuation of inventory, an expression of 

reservation in the audit report typically would may be necessary. If the 

inventory is a material balance, and misstatement would have extensive impacts 

on the financial statements (such as on revenue, cost of sales, gross and net 

profit and so forth), a denial of an audit opinion would usually be required. 

2. Sales and Purchase Cycle Testing (Revenue/Receivables and 

Purchases/Payables) 

Audit of the sales cycle includes testing for the occurrence of sales transactions 

and the existence and value of any outstanding receivables. Similarly, testing 

42 CICA Handbook Section 6030.10, as of June 2005. 
43 See CICA Handbook Section 6030.11 as of June 2005. 
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of the purchase cycle would require examination of the occurrence of purchase 

transactions and the existence and completeness of outstanding payables. 

Common procedures include the examination of transaction documentation 

(e.g., purchase orders, invoices, and shipping documents, if applicable). 

Based upon the circumstances identified by the IC, E&Y and BDO would have 

encountered obvious anomalies that ought to have highlighted Sino-Forest's 

GAAP violations, had they attempted to conduct a GAAS audit: 

(a) The absence of cash collections from purported sales of standing timber to 

Als (as part of testing accounts receivable). The absence of cash payments 

from Sino-Forest to Suppliers for purported purchases of standing timber. 

(b) General absence of cash inflows and outflows that would be expected of an 

entity engaged in commercial transactions. 

(c) The lack of title registrations or plantation rights certificates with respect to 

purchased plantation timber. 

(d) The small pool (only five Als) of companies with which Sino-Forest 

conducted sales, and the similarly small pool of Suppliers used for 

purchases. 

(e) Difficulties in obtaining maps, surveys or other documents evidencing Sino

Forest's supposed "owned" lands. 

We would also expect that any attempts to confirm receivables and payables 

directly with Als and Suppliers would not have been successful (if the process 

was properly controlled by the auditor as required by GAAS). Difficulties 

encountered by the IC in visiting Als and Suppliers suggest that physical office 

addresses were at least sometimes faked. 

In our opinion, it is highly unlikely that E&Y and BDO conducted GAAS 

procedures to audit Sino-Forest's sales and purchases. If adequate examinations 
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had been conducted, the deficiencies identified by the IC would have been 

encountered by the auditors and "clean" audit reports should not have been 

issued. 

However, if GAAS procedures were not performed, the auditors would have 

failed to comply with their professional duties. 

3. Related Parties 

The existence of related parties gives rise to myriad financial reporting risks. 

Such risks are explicitly recognized in GAAS, which is articulated in the CICA 

Handbook: 

"When planning and performing an audit, the auditor needs to 
consider matters such as the following: 
(a) Any aspect of an entity's activities may involve related party 

transactions. Therefore, throughout the audit, it is important that 
the auditor be alert for circumstances indicating the existence of 
undisclosed related parties and related party transactions. 

(b) When audit evidence originates from a related party, the nature 
and extent of the entity's relationship with the related party may 
affect the reliability of that evidence. 

(c) Qualitative as well as quantitative aspects of materiality are 
important when the auditor is assessing the measurement and 
disclosure of identified related party transactions, particularly 
those not in the normal course of operations."44 

The IC uncovered extensive networks of relationships between Sino-Forest, its 

Suppliers and Als. In particular, many of the Suppliers and Als with whom the 

Company traded have former Sino-Forest employees or contractors as directors, 

officers and/or shareholders. 

Accordingly, the auditors should have known that they had not obtained 

sufficient appropriate corroborative evidence. Under such circumstances, 

unqualified audit reports cannot be issued. 

44 CICA Handbook Section 6010.06, as of June 2005. 
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IX. RELATED MATTERS 

A number of matters arise from our foregoing conclusions, which at this point are solely 

based on publicly-available information. As stated, we may have to amend our 

commentary as more information becomes available. 

Nevertheless, at this stage of our analysis we believe that Sino-Forest's annual audited 

financial statements for the years ended December 31, 2006 through to December 31, 

2010: 

1. were not prepared in accordance with GAAP; and 

2. were not audited in accordance with GAAS; and 

3. were materially misstated; 

for the reasons previously specified. 

However, we feel obligated to deal briefly with a few other matters that merit 

consideration, but were not directly instrumental in arriving at our conclusions. 

A. Canadian Public Accountability Board ("CPAB") 

CPAB issued a "Special Report" titled "Auditing in Foreign Jurisdictions" in 2012. 

The report did not name companies and auditors that were the focus of its audit 

review attention in 2011. 

Yet, CPAB stated: 

"This is a Special Report on CPAB's review of audit files for 
Canadian public companies with their primary operations in 
China." 

The report then proceeded to be quite critical of what CPAB saw, and 
stated: 

"CPAB is disappointed by the results of its review. In too many 
instances, auditors did not properly apply procedures that would be 
considered fundamental in Canada, such as maintaining control 
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over the confirmation process. CPAB 's findings indicate that 
auditors often did not appropriately identify and assess the risks of 
material misstatement in the financial statements, through a 
sufficient understanding of the entity and its environment. CPAB 
also found a lack of professional skepticism when auditors were 
confronted with evidence that should have raised red flags regarding 
potential fraud risk. "45 [Emphasis added.] 

In our opinion, issues that the IC noted for Sino-Forest, which should constitute 

"red flags", such as the related party involvement, would appear to be very similar 

to what CP AB encountered in its review of auditor working papers for Chinese

based companies. 

B. Materiality 

Accounting and auditing "materiality" are explained in various places in the CICA 

Handbook. All of the definitions revolve around impacts on the decision of users of 

financial statements. An example is the definition in Section 1000 of the CICA 

Handbook, "Financial statement concepts", paragraph 17: 

Users are interested in information that may affect their decision 
making. Materiality is the term used to describe the significance of 
financial statement information to decision makers. An item of 
information, or an aggregate of items, is material if it is probable 
that its omission or misstatement would influence or change a 
decision .... " [Emphasis added.] 

For Sino-Forest, "material" dollar impacts on the financial statements could involve 

assets, liabilities, revenue, expenses and cash flows, especially "cash flow from 

operating activities". Shareholders of Sino-Forest may have bought, sold or held 

their shares based on what was reported. Often, for Sino-Forest, huge dollars of 

revenue and cash flows were at stake, and were dependent upon whether timber 

sales revenue was reported appropriately, or not. 

But, with Sino-Forest much more was obviously at stake, and this involved whether 

the company reported in accordance with ethical standards as well as GAAP, 

45 See CPAB "Auditing in Foreign Jurisdictions- CPAB Special Report", page l. 
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GAAS and "fairness". Thus, small dollars could be "material" if these small dollars 

were indicative of the beginnings of deceit, or fraud, or a similar problem. 

As well, disclosure or not of the extensive number of related parties could very well 

have been "material". 

C. Income Taxes 

Sino-Forest does not appear to have accrued large dollars of income tax expense 

and payables until the fiscal year 2010. Various reasons could exist, but three in 

particular are noteworthy possibilities: 

1. The transactions were largely deemed to be not taxable (until perhaps 2010) 

because of the existence of "off-shore" corporations. The publicly-available 

information is not informative concerning "loopholes" (until 2010) in the 

Chinese tax legislation. Hence, we cannot evaluate this possibility at the present 

time. 

2. The transactions were largely not taxable (until perhaps 2010) because they 

consisted of related party transactions and were not third-party, taxable, profit

making activities. This possibility is a major concern to us, and will have to be 

pursued when further information becomes available. 

3. The transactions were largely taxable, but Sino-Forest did not record 

appropriate expenses and liabilities. Such a possibility would mean that the 

annual audited financial statements failed to comply with GAAP and GAAS and 

were probably "materially misstated," in audit report terms. 

Further information is needed to resolve whether one, or up to all three, of the 

above apply to different years and situations within Sino-Forest. The entire income 

tax issue requires more investigation when additional information is made available. 
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X. RESTRICTIONS 

This report is not intended for general circulation or publication, nor is it to be 

reproduced for any purpose other than as outlined above without our written permission 

in each specific instance. We will not be responsible for losses occasioned to any party 

as a result of the circulation, publication, reproduction or use of this report contrary to the 

provisions of this paragraph. We reserve the right to revise our opinion in light of any 

facts, trends, or changing circumstances that become know to us subsequent to the date of 

this report. 

Respectfully submitted, 

ROSEN & ASSOCIATES LIMITED 

A.T. Mak L.S. Rosen 
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Appendix A 

Documents That We Considered In Our Analysis 

1. Statement of Claim in the matter of The Trustees of the Labourers' Pension 

Fund of Central and Eastern Canada and the Trustees of the International Union 

of Operating Engineers Local 793 Pension Plan for Operating Engineers in 

Ontario v. Sino-Forest Corporation, Ernst & Young LLP, Allen T.Y. Chan et al, 

dated August 30, 2011. 

2. The First Interim Report of the Independent Committee to the Board of 

Directors of Sino-Forest Corporation, dated August 10, 2011. 

3. The Second Interim Report of the Independent Committee to the Board of 

Directors of Sino-Forest Corporation, dated November 13, 2011. 

4. The Final Report of the Independent Committee to the Board of Directors of 

Sino-Forest Corporation, dated January 31,2012. 

5. The Interim Consolidated Financial Statements of Sino-Forest Corporation for 

the periods ended: 

(a) June 30, 2011 

(b) March 31, 2011 

(c) September 30, 2010 

(d) June 30, 2010 

(e) March 31, 2010 

(f) September 30, 2009 

(g) June 30, 2009 

(h) March 31, 2009 
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(i) September 30, 2008 (Restated) 

(j) June 30, 2008 (Restated) 

(k) March 31, 2008 

(1) September 30, 2007 

(m)June 30, 2007 

(n) March 31, 2007 

(o) September 30, 2006 

(p) June 30, 2006 

( q) March 31, 2006 

6. The Annual Consolidated Financial Statements of Sino-Forest Corporation for 

the years ended: 

(a) December 31,2010 

(b) December 31, 2009 

(c) December 31, 2008 

(d) December 31, 2007 

(e) December 31, 2006 

(f) December 31, 2005 

(and for prior years) 

7. Muddy Waters LLC report on Sino-Forest, issued June 2, 2011. 

8. Sino-Forest Press Release, June 3, 2011. 
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9. Analyst reports: 

(a) Dundee Capital Markets- March 16, 2010 

(b) Credit Suisse- March 16, 2010 

(c) Morgan Stanley Research- March 16, 2010 

(d) Scotia Capital- March 16, 2010 

(e) RBC Capital Markets - March 16, 2010 

(and for prior years) 

Rosen & Associates Limited 

792 



EDUCATION 

DESIGNATIONS 

64 

Appendix B 

ALANT.MAK 

Personal Data 

Bachelor of Business Administration (With Distinction) ( 1996) 
York University, Ontario 

Chartered Accountant (1999) 

CICA In-Depth Income Tax, Levels I, II & III (2000) 

Chartered Business Valuator (2003) 

CA•CBV, Ontario 

CPA I CFF, Illinois 

FCPA, Hong Kong 

CFE 

PROFESSIONAL ASSOCIATIONS 

Institute of Chartered Accountants of Ontario 

Canadian Institute of Chartered Business Valuators 

American Institute of Certified Public Accountants 
(Forensic and Valuation Services Section) 

Illinois CPA Society 

Hong Kong Institute of Certified Public Accountants 

Association of Certified Fraud Examiners 
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EMPLOYMENT 

Principal (formerly "Associate"), Rosen & Associates Limited, (April 2000- Present) 

• Forensic Accounting 

• Business Valuation 

• Quantification of Damages 

• Accountants' Negligence 

• Qualified as Expert Witness before the Ontario Superior Court of Justice, the Ontario Energy 
Board, the Copyright Board of Canada and in proceedings pursuant to the American 
Arbitration Association. 

Senior Accountant, Arthur Andersen LLP, (Sept. 1997- March 2000) 

• International Corporate Tax 

• Transfer Pricing 

• Corporate Re-organizations 

• Income Tax Audit Consulting 

Staff Accountant, Arthur Andersen LLP, (Sept 1996- Sept 1997) 

• Audit and review of Canadian businesses 

• Consumer products, financial services, and media/advertising industries 

Sessional Lecturer, University of Toronto, (September 2004 to Current) 

• Lecture in undergraduate financial accounting theory and policy and manageral accounting. 

Adjunct Professor, York University, (Jan 2000- April2004) 

• Lecture undergraduate and graduate level financial accounting, management accounting and 
auditing courses 

Teaching Assistant, York University, (Sept 1994- Dec 1999) 

• Conduct tutorials for undergraduate students 
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OTHER 

Contributor, Intermediate Accounting, Beechy & Conrad (McGraw-Hill Ryerson, Toronto, 
1999) 

• Prepared the glossary in Volume II of text 

Contributor, Financial Accounting and Reporting (2"d Edition), Austin, Haskins, Ferris, Sack 
and Allen (McGraw-Hill Ryerson, Toronto, 1999) 

• Technical review of problems and solutions in text 

Contributor, ICAO Tax Tips (1999- 2001) 

• Contributed to tax planning solutions published by the ICAO public information service 
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LAWRENCE S. ROSEN 

Personal Data 
(January 2009) 

M.B.A. (1964, University of Washington; focus: financial accounting); Ph.D. 
(1966, University of Washington; multi-fields; thesis focus: cash flows and 
financial reporting) 

B. Com. (1957, University of British Columbia) 

Chartered Accountant (1960, British Columbia), Alberta and Ontario 

Certified Management Accountant (Registered Industrial Accountant, 1970) 

FCA, Ontario 
FCA, Alberta 
FCMA, Canada 
CGA, (Ontario and Canada) 
CFE, (Certified Fraud Examiner and Life Member) Canada and U.S.A. 
CIP, (Chartered Insurance Professional) 
CPA (Certified Public Accountant, Illinois) 
CA•IFA (Specialist, Investigative and Forensic Accounting) 
CPA/CFF (Certified in Financial Forensics) 
FCPA (Fellow of the Hong Kong Society of Certified Public Accountants) 

Professor, York University, Toronto, Canada (Professor 1972- 2001, 
Professor Emeritus 2001 to present; teaching focused on accounting, auditing 
and the integration of a professional accounting programme; Director, MBA 
Program 1992-1994) 

Principal, Rosen & Associates Limited, (2000 - ) 

Principal, Rosen & Vettese Limited, ( 1990 - 2000) 

Partner or Associate, Mintz & Partners, ( 1986 - 1990) 

Technical advisor to three Auditors' General of Canada, (1978- 1993) 

Consultant to Clarkson Gordon, (Accounting principles, litigation, education 
), (1972- 1986) (Now called Ernst & Young) 

Manager, Accounting Standards and Research group, Clarkson Gordon, 
Toronto, (1970- 1972) 

Lecturer, (part-time), Faculty of Administrative Studies, York University, 
Toronto, (1970- 1972) 

Professor and Associate Professor, University of Alberta, (1966- 1970) 
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Predoctoral Instructor, University of Washington, (1964- 1966) 

Instructor, University of British Columbia, 1961 - 1963 (part-time, 1960-
1961) 

Chartered Accountant and Student, Peat, Marwick Mitchell & Co., (1957-
1961) (Now called KPMG) 

LITIGATION AND RELATED CASES 

Since 2004: 

Bellan v. Curtis, Pricewaterhouse Coopers LLP, Nesbitt Burns Inc., Wellington West 
Capital Inc., Crocus Capital Inc., The Manitoba Securities Commission and The 
Crocus Investment Fund, et. al (Class action suit in which Dr. Rosen was retained to 
represent the class against all defendants. The issues involved financial statement 
presentation, share valuation and statement of asset values. Status: Settled out of 
Court.) 

General Refrigeration of Canada Ltd. v. Finnpower Canada Ltd. (Dr. Rosen was 
retained by the defendants. The issues involved financial statement presentation and 
damages. Status: Settled.) 

Refrigerated Construction & Services Inc. v. Coldmatic Refrigeration of Canada Ltd. 
(Dr. Rosen was retained by the defendants. The issues involved the purchase and sale 
of a business, financial statement presentation, fair presentation. Status: Settled.) 

Saskferco Products Inc. v. Her Majesty the Queen (Dr. Rosen was retained by the 
Crown in a tax case and the application of hedge accounting principles. Status: 
Judgment for the Crown, upheld on appeal.) 

Silver and Cohen v. IMAX Corporation et al. (Dr. Rosen was retained by the Class in a 
class action case. The issues involve GAAP and whether the financial information was 
false and misleading. Status: Ongoing.) 

Kingsway Insurance v. PriceWaterhouseCoopers (Dr. Rosen was retained by the 
plaintiff in a case involving US GAAS and GAAP, including issue of whether the 
liabilities were misstated and whether there was fraud. Status: Ongoing.) 

Kingsway Insurance v. 118997 Canada Inc., Mr. Raymond David, and Mr. Michel 
Gauthier (Dr. Rosen was retained by the plaintiff in an arbitration case involving issues 
related to fraud, financial statement presentation. Status: Arbitrator's decision for the 
plaintiff.) 

Kingsway Insurance v. Ernst & Young (Dr. Rosen was retained by the plaintiff and has 
written reports for the Court. Status: Ongoing.) 
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Other Cases: 

Waxman v. Waxman (Dr. Rosen was retained by the plaintiff and gave evidence 
relevant to materiality and the obligation to disclose related party transactions. Status: 
Judgment rendered for the plaintiff, and upheld on appeal.) 

Sherman v. Orenstein & Partners (Dr. Rosen was retained by theCA firm (defendants). 
The issue involved the standard of care required in the performance of a review 
engagement. Status: Judgment for defendant, upheld on appeal.) 

A-1 Floor & Wall v. Partridge Pelissero Iggulden (Dr. Rosen was retained by theCA 
firm (defendants) in a case involving GAAP and fair presentation. Status: Judgment 
for defendants.) 

Pineridge Capital Corp. v. BDO Dunwoody (Dr. Rosen was retained by theCA firm 
(defendants) and gave evidence on GAAS, GAAP, fair presentation and, more 
particularly, sufficient appropriate audit evidence, bank confirmations, professional 
judgment and contingent liabilities. Status: Judgment in part for the defendant.) 

Kripps v. Touche Ross & Co. [Dr. Rosen was retained by the plaintiffs and gave 
evidence on GAAS and GAAP, fair presentation. Prepared an affidavit submitted by 
the Plaintiffs I Respondents to the Supreme Court of Canada. (Leave to Appeal was 
denied.) Status: Judgment for plaintiffs.] 

Hercules Managements Ltd. v. Ernst & Young (Dr. Rosen was retained by Hercules 
Management on issues related to auditor's negligence and damages. Status: 
Judgment.) 

Bloor Italian Gifts Ltd. v. Dixon (Dr. Rosen acted for theCA (defendants) in a case 
involving review engagement standards. Status: Judgment in part for defendant.) 

QEW 427 Dodge Chrysler (1991) Inc. v. Ontario (Minister of Revenue (Dr. Rosen was 
retained by the Crown on the meaning of "accounts payable" in a tax case. Status: 
Judgment.) 

Tucci Construction v. Lockwood (Dr. Rosen was retained by theCA firm (defendants) 
in a case involving financial statement presentation. Status: Judgment.) 

Surrey Credit Union v. Willson et al. (Dr. Rosen was retained by the plaintiff against 
the two accounting firms in the "Northland Bank" case. The issues include GAAS & 
GAAP. Status: Settled.) 

National Business Systems (Dr. Rosen was retained by theCA firm (defendants) in a 
case involving the alleged negligence of auditors. Status: Settled.) 

Hyundai Motor Co. (Dr. Rosen was retained by the company in a case involving 
financial analysis before the Canadian Import Tribunal. Status: Judgment for the 
company.) 

Teachers' Investment & Housing Co-operative (Dr. Rosen was retained by the 
Attorney-General for British Columbia in a case involving alleged negligence of 
lawyers and public accountants. Status: Settled.) 

Ontario Ministry of Labour v. Massey Ferguson (Dr. Rosen was retained by the union 
workers in connection with an investigation involving asset and liability distributions 
among segments of Varity Corporation. Status: Settled.) 
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Calgroup Graphics and Price Waterhouse (Dr. Rosen was retained by the Ontario 
Securities Commission in a case involving alleged Secruities Act violations. Status: 
Disciplinary action against the auditor; cease-trading order issued.) 

Miscellaneous Cases: 

Many cases are currently in progress. 

Several other cases re professional negligence and preparation of expert reports could 
be listed; most were settled prior to a Court Judgment. 

Testimony before courts in Ontario, British Columbia and Quebec re contract disputes, 
competition legislation, matrimonial, alleged frauds, automobile accidents and other 
litigation. 

Forensic accounting; patent infringements; insurance claims before Tribunals or 
Commissions. 

Preparation of pre-trial reports, and expert witness appearances with respect to: 

- accounting and auditing principles and policies 
- loss of profits, and valuation 
- patent infringements 
- predatory pricing 
- contract disputes 

PROFESSIONAL AND ACADEMIC ASSOCIATIONS 

Memberships: 

Institute of Chartered Accountants of Alberta, Ontario, and British Columbia 
(FCA, Ontario; FCA, Alberta) 

Society of Management Accountants of Ontario (FCMA, Canada) 

Certified General Accountants of Ontario, and of Canada 

Canadian Comprehensive Auditing Foundation 

American Institute of Certified Public Accountants 

American Accounting Association 

Hong Kong Society of Certified Public Accountants 

Canadian Academic Accounting Association 

Association of Certified Fraud Examiners 

Chartered Insurance Professional 
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Positions Held: 

Elected to the Board of Directors of the Canadian Justice Review Board (2006 -
present) 

Co-founder of Accountability Research Corporation (from 2001 to present) (Research 
for mutual funds, pension funds and money managers) 

Elected to the Council of the Institute of Chartered Accountants of Ontario (3 years, 
early 1990s, governance issues affecting the profession) 

Director of the MBA Program, York University 

Member, Senate, York University 

Area Coordinator, Accounting Area, York University 

Chairman, Senate Appeal Committee, York University 

Advisory Board, Comprehensive Auditing, Society of Management Accountants of 
Canada 

Editor, "Education Research", The Accounting Review, 1979- 1984 

Board of Directors, Society of Management Accountants of Canada, 1980 - 1983 

Governor, Canadian Comprehensive Auditing Foundation, 1980 -1983 

Director and President, The Canadian Academic Accounting Association, 1976 -1978 

Editorial Board, The Accounting Review, 1975- 1978 

Executive, Canadian Region, American Accounting Association (3 years) Chairman (1 
year) and member (3 years), Manuscript Awards Committee, American Accounting 
Association 

Editor "Education", CA Magazine, 1972 - 1977 

Member of numerous committees of professional associations or academic bodies 

PUBLICATIONS 

Articles: 

Monthly columnist for Canadian Business magazine (2000- present) and the National 
Post newspaper (2004- present) 

Boardroom, various articles published in 2000s 

"CICA Exposure Draft: A Comment", The Philanthropist (Summer 1992) 

"Restoring the Importance of Accounting Education", CA Magazine (September 1982) 
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"An Empirical Study of Materiality Judgments by Auditors, Bankers and Analysts", In 
S. Basu and J. Alex Milburn, Proceedings of the 1981 Clarkson Gordon Foundation 
Research Symposium (Toronto, 1982) 

"Dialogue on Accounting Education", (with R. Denham), CA Magazine (September 
1981) 

"Accounting Education: A Grim Report Card", CA Magazine (June 1978) 

"New Auditing Concepts for Current Value Accounting?", in Auditing Research 
Symposium- 1977 (Toronto: CICA, 1978) 

"Accounting for Inflation in Canada" in Accounting For Changes In The Value of 
Money, (Munich: 11th International Congress of Accountants, 1977) 

"Autumn of Our Discontent", CA Magazine, (October 1976). (Granted the W.J. 
MacDonald Memorial Award for the best article in 1976-77) 

"Alternatives to Historic Cost: An Introductory Analysis", CA Magazine, (July 1976) 

"Professional Judgment and Multi-Subject Accounting", CA Magazine, (May 1976) 

"Comprehensive Problem - Philosophy and Technique", Cost and Management, 
(March- April1976) 

"Current Practitioner- Academic Relations", CA Magazine, (September 1975) 

"Comprehensive Case Examinations", CA Magazine, (March 1975) 

"Funds Statements", CA Magazine, (July 1974) 

"Tailoring Accounting Techniques to Management Decisions", CA Magazine, (March 
1974) 

"Accountancy Examinations", Canadian Chartered Accountant, (July 1972) 

"Chartered Accountancy Education and Examinations", Canadian Chartered 
Accountant, (July 1971) 

"A Framework for Studies in Accountancy", Canadian Chartered Accountant, (July 
1971) 

"Accounting and the Behavioral Sciences", (with C.J. McMillan), Canadian Chartered 
Accountant, (October 1970) 

"Alternatives to Historical Cost", Canadian Chartered Accountant, (March 1970) 

"General Price-Level Restated Reports", Canadian Chartered Accountant, (January and 
February 1970) 

"Funds Statements: A Historical Perspective", (with Don T. DeCoster), The 
Accounting Review, (January 1969) 
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Series on "Funds" Statement Concepts, Canadian Chartered Accountant, (October, 
November, December, 1968). One article in three-part series reproduced in T.J. Burns 
and H.S. Hendrickson, The Accounting Sampler, second edition, (New York, 
McGraw-Hill Book Company, 1972) 

"Some Behavioral Consequences of Accounting Measurement Systems", (with R.E. 
Schneck) Cost and Management, (October 1967). Reprinted in W. Bruns, Jr. and Don 
T. DeCoster (editors), Accounting and Its Behavioral Implications, (New York: 
McGraw-Hill Book Company, 1969) 

"On the Conflict between Custodial and Operational Accounting", Cost and 
Management, (June and July- August 1967) 

"Replacement Value Accounting", The Accounting Review, (January 1967) 

"Historical Cost and Replacement Value Accounting", The Illinois C.P.A., (Spring 
1966) 

"Operations Research", (with C. Rosen), Certified General Accountant, (November
December 1964) 

"Price-Level Adjustments and Cost Systems", Cost and Management, (October 1964) 

Understanding Accounting- The Lawvers' Guide, Lawrence S. Rosen, Frank M. 
Vettese, Jim Muccilli, (Canada Law Book Inc., 1999), 272 pages. 

Accounting: A Decision Approach, (Toronto: Prentice-Hall, 1986). Also 
accompanying instructors' manual 

Study Guide for Accounting: A Decision Approach, (Toronto: Prentice-Hall, 1986) 

Topics in Managerial Accounting, (Third Edition, Editor), Toronto: McGraw-Hill 
Ryerson Limited, 1984 

Financial Accounting: A Canadian Casebook with Multiple Subject Cases, (Toronto: 
Prentice-Hall, 1982). Also accompanying instructors' manual. 

An Introduction to Accounting Case Analysis, Second Edition, (Toronto: McGraw
Hill, 1981). Also accompanying instructors' manual. 

Canadian Financial Accounting, (with M. Grano f) (Toronto: Prentice-Hall, 1980). 

Self Study Problems for Canadian Financial Accounting, (with G. Richardson) 
(Toronto: Prentice-Hall, 1980) 

An Introduction to Accounting Case Analysis, (Toronto: McGraw-Hill Ryerson 
Limited, 1975), 195 pages 

Topics in Managerial Accounting, (Second Edition Editor), (Toronto: McGraw-Hill 
Ryerson Limited, 1974), 412 pages 
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Instructors' Manual for Topics in Managerial Accounting, (Second Edition, 1974), 32 
pages 

Valeurs Actuelles Et Indexation Des Etats Financiers, (Toronto: Canadian Institute of 
Chartered Accountants, 1973), 150 pages. French Translation of 1972 book. 

Current Value Accounting and Price-Level Restatements, (Toronto: Canadian Institute 
of Chartered Accountants, 1972), 143 pages. 

Topics in Managerial Accounting, (Editor), (Toronto: McGraw-Hill Company of 
Canada Ltd., 1970), 365 pages. 

Cas De Compatibilite Et D'Administration, (Montreal: McGraw-Hill Company of 
Canada Ltd., 1970), 475 pages. French translation of 1968 book. 

Cases in Accounting and Business Administration, (Toronto: McGraw-Hill Company 
of Canada Ltd., 1968), 405 pages, and companion book, Instructors' Notes for Cases in 
Accounting and Business Administration, (Toronto: McGraw-Hill Company of 
Canada Ltd., 1969), 385 pages. 

Several other book and article reviews, lesson manuals and papers. 

Chapters written for books that were edited by others. 

Rosen & Associates Limited 

803 



75 

ACKNOWLEDGEl\1ENT OF EXPERT'S DUTY 

1. My name is Alan T. Mak. I live in the City of Toronto in the Province of Ontario. 

2. I have been engaged by or on behalf of the Plaintiff to provide evidence in 

relation to this proceeding. 

3. I acknowledge that it is my duty to provide evidence in relation to this proceeding 

as follows: 

a) to provide opinion evidence that is fair, objective and non-partisan; 

b) to provide opinion evidence that is related only to matters that are within 

my area of expertise; and, 

c) to provide such additional assistance as the court may reasonably require, 

to determine a matter in issue. 

4. I acknowledge that the duty referred to above prevails over any obligation which I 

may owe to any party by whom or on whose behalf I am engaged. 

Date Alan T. Mak 
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ACKNOWLEDGEMENT OF EXPERT'S DUTY 

1. My name is Lawrence S. Rosen. I live in the City of Toronto in the Province of 

Ontario. 

2. I have been engaged by or on behalf of the Plaintiffs to provide evidence in 

relation to this proceeding. 

3. I acknowledge that it is my duty to provide evidence in relation to this proceeding 

as follows: 

a) to provide opinion evidence that is fair, objective and non-partisan; 

b) to provide opinion evidence that is related only to matters that are within 

my area of expertise; and, 

c) to provide such additional assistance as the court may reasonably require, 

to determine a matter in issue. 

4. I acknowledge that the duty referred to above prevails over any obligation which I 

may owe to any party by whom or on whose behalf I am engaged. 

Date L.S. Rosen 
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Appendix C 

Relevant Accounting Standards 

A. Canadian GAAP: To December 31,2010 

1. Section 3400.07 - "Revenue Recognition" 

In a transaction involving the sale of goods, performance should be regarded as 

having been achieved when the following conditions have been fulfilled: 

(a) the seller of the goods has transferred to the buyer the significant risks and 

rewards of ownership, in that all significant acts have been completed and 

the seller retains no continuing managerial involvement in, or effective 

control of, the goods transferred to a degree usually associated with 

ownership; and 

(b) reasonable assurance exists regarding the measurement of the consideration 

that will be derived from the sale of goods, and the extent to which goods 

may be returned. [OCT. 1986] 

2. Section 1000 - "Asset" 

Assets are economic resources controlled by an entity as a result of past 

transactions or events and from which future economic benefits may be 

obtained . 

. 25 Assets have three essential characteristics: 

(a) they embody a future benefit that involves a capacity, singly or in 

combination with other assets, in the case of profit-oriented enterprises, to 

contribute directly or indirectly to future net cash flows; 

(b) the entity can control access to the benefit; and 
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(c) the transaction or event giving rise to the entity's right to, or control of, the 

benefit has already occurred . 

. 26 It is not essential for control of access to the benefit to be legally 

enforceable for a resource to be an asset, provided the entity can control its use 

by other means . 

. 27 There is a close association between incurring expenditures and 

generating assets but the two do not necessarily coincide. Hence, when an entity 

incurs an expenditure, this may provide evidence that future economic benefits 

were sought but is not conclusive proof that an item satisfying the definition of 

an asset has been obtained. 

Similarly, the absence of a related expenditure does not preclude an item from 

satisfying the definition of an asset and thus becoming a candidate for 

recognition in the balance sheet. For example, items that have been donated to 

the entity may satisfy the definition of an asset. 

3. Section 1000- "Revenue" 

Revenues are increases in economic resources, either by way of inflows or 

enhancements of assets or reductions of liabilities, resulting from the ordinary 

activities of an entity. Revenues of entities normally arise from the sale of 

goods, the rendering of services or the use by others of entity resources yielding 

rent, interest, royalties or dividends. 

4. Section 3031 - "Inventories" 

(a) Inventories shall be measured at the lower of cost and net realizable value. 

(b) Cost of inventories shall comprise all costs of purchase, costs of conversion 

and other costs incurred in bringing inventories to their present location and 

condition. 
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B. Canadian GAAS: To December 31, 2010 

1. Section 5090 - "Audit of Financial Statements" 

.01 The objective of an audit of financial statements is to express an opinion 

on whether the financial statements present fairly, in all material respects, the 

financial position, results of operations and cash flows in accordance with 

generally accepted accounting principles, except in the circumstances referred to 

in reporting standard (iv) in GENERALLY ACCEPTED AUDITING 

STANDARDS, paragraph 5100.02. Such an opinion is not an assurance as to 

the future viability of an entity nor an opinion as to the efficiency or 

effectiveness with which its operations, including internal control, have been 

conducted . 

. 04 In the performance of an audit of financial statements, the auditor 

complies with generally accepted auditing standards, which (as set out in 

GENERALLY ACCEPTED AUDITING STANDARDS, paragraph 5100.02) 

relate to the auditor's qualifications, the performance of the audit and the 

preparation of his or her report . 

. 05 The auditor should plan and perform an audit with an attitude of 

professional skepticism, recognizing that circumstances may exist that cause the 

financial statements to be materially misstated. [DEC. 2004 *] 

.06 An attitude of professional skepticism recognizes that circumstances may 

exist that cause the financial statements to be materially misstated. It means the 

auditor makes a critical assessment, with a questioning mind, of the sufficiency 

and appropriateness of audit evidence obtained, and is alert for evidence that 

contradicts or brings into question the reliability of documents or 

representations of management or those charged with governance. It does not 

mean the auditor is obsessively skeptical or suspicious. The attitude of 

professional skepticism is necessary throughout the audit process to reduce the 

Rosen & Associates Limited 

o c) B 
'v ) 



80 

risks of overlooking suspicious circumstances, of over-generalizing when 

drawing conclusions from audit observations, and of using faulty assumptions in 

determining the nature, timing and extent of the audit procedures and evaluating 

the results thereof. Representations from management or those charged with 

governance generally, in and of themselves, do not represent sufficient audit 

evidence . 

. 07 Honesty and integrity on the part of management and of those charged 

with governance are critical for the effective operation of the financial reporting 

process. In planning and performing an audit, the auditor neither assumes that 

management is dishonest nor assumes unquestioned honesty. This means that it 

is not the auditor's objective to prove management's honesty and integrity, but to 

approach the audit with an attitude of professional skepticism that includes 

being alert for indications of dishonesty. It also means that, notwithstanding 

prior experience indicating that management is honest, the auditor nevertheless 

generally obtains corroborating evidence for management representations, 

including responses to enquiries resulting from the performance of analytical 

procedures. If the auditor has specific reason to doubt management's honesty 

and integrity, the auditor needs to consider the audit evidence that may be 

compromised and, if so, to what extent. The auditor considers whether the risk 

of compromised audit evidence can be mitigated by different or more extensive 

audit procedures, or whether it brings into question the auditor's ability to 

complete the audit, in which case the auditor refers to THE AUDITOR'S 

RESPONSIBILITY TO CONSIDER FRAUD, Auditor unable to continue the 

engagement, Section 5135 . 

. 08 The honesty and integrity of those charged with governance is critical in 

setting the overall ethical tone of the entity. Those charged with governance 

have statutory responsibilities to act in the interests of the entity, but do not 

normally have control over its day-to-day operations and are therefore not 

usually a primary source of audit evidence. 
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.09 The auditor seeks a high, though not absolute, level of assurance, 

hereinafter referred to as reasonable assurance, whether the financial statements 

are free of material misstatement, whether caused by fraud or error. Absolute 

assurance in auditing is not attainable as a result of such factors as those 

described in REASONABLE ASSURANCE AND AUDIT RISK, paragraphs 

5095.03-.04. 

2. Section 5100- "Generally Accepted Auditing Standards" 

.02 Generally Accepted Auditing Standards are as follows: 

General standard 

The examination should be performed and the report prepared by a person or 

persons having adequate technical training and proficiency in auditing, with due 

care and with an objective state of mind. [SEPT. 1975] 

Examination standards 

(i) The auditor should plan and perform the audit to reduce audit risk to 

an acceptably low level that is consistent with the objective of an 

audit. The auditor should plan the nature, timing and extent of 

direction and supervision of engagement team members and review 

of their work. [JAN. 2006 *] 

(ii) The auditor should obtain an understanding of the entity and its 

environment, including internal control, sufficient to identify and 

assess the risks of material misstatement of the financial statements 

whether due to fraud or error, and sufficient to design and perform 

further audit procedures. [JAN. 2006] 

(iii) The auditor should obtain sufficient appropriate audit evidence to be 

able to draw reasonable conclusions on which to base the audit 
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opinion. [JAN. 2006] 

Reporting standards 

(i) The report should identify the financial statements and distinguish 

between the responsibilities of management and the responsibilities 

of the auditor. [MARCH 1991 **] 

(ii) The report should describe the scope of the auditor's examination. 

[MARCH 1991 **] 

(iii) The report should contain either an expression of opinion on the 

financial statements or an assertion that an opinion cannot be 

expressed. In the latter case, the reasons therefore should be stated. 

[SEPT. 1975 *] 

(iv) Where an opinion is expressed, it should indicate whether the 

financial statements present fairly, in all material respects, the 

financial position, results of operations and cash flows in accordance 

with Canadian generally accepted accounting principles, except 

when the financial statements: 

are prepared as described in AUDITOR'S 

REPORT ON FINANCIAL STATEMENTS 

PREPARED USING A BASIS OF ACCOUNTING 

OTHER THAN GENERALLY ACCEPTED 

ACCOUNTING PRINCIPLES, paragraph 5600.09; 

or 

are financial statements of a local government 

required by legislation or regulation to prepare its 

financial statements in accordance with a disclosed 

basis of accounting, when the auditor would refer to 

AUDIT OF LOCAL GOVERNMENT FINANCIAL 
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STATEMENTS, Section PS 5200, for guidance. 

The report should provide adequate 

explanation with respect to any reservation 

contained in such opinion. For entities whose 

financial statements are prepared in accordance 

with the CICA Public Sector Accounting 

Handbook, the auditor's opinion should also 

indicate whether the financial statements 

present fairly the changes in the entity's net 

debt. [JULY 2006 **] 

3. Section 5141 -"Understanding the entity and its environment and assessing the 

risks of material misstatement" 

INTRODUCTION 

.002 The auditor should obtain an understanding of the entity and its 

environment, including its internal control, sufficient to identify and assess the 

risks of material misstatement of the financial statements whether due to fraud 

or error, and sufficient to design and perform further audit procedures. AUDIT 

EVIDENCE, Section 5300, requires the auditor to use assertions in sufficient 

detail to form a basis for the assessment of risks of material misstatement and 

the design and performance of further audit procedures. This Section requires 

the auditor to make risk assessments at the financial statement and assertion 

levels based on an appropriate understanding of the entity and its environment, 

including its internal control. THE AUDITOR'S PROCEDURES IN 

RESPONSE TO ASSESSED RISKS, Section 5143, discusses the auditor's 

responsibility to determine overall responses and to design and perform further 

audit procedures whose nature, timing and extent are responsive to the risk 

assessments. The requirements and guidance of this Section are to be applied in 

conjunction with the requirements and guidance provided in other Sections. In 

particular, further guidance in relation to the auditor's responsibility to assess 
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the risks of material misstatement due to fraud is discussed in THE 

AUDITOR'S RESPONSIBILITY TO CONSIDER FRAUD, Section 5135. 

[JAN. 2006] 

.004 Obtaining an understanding of the entity and its environment is an 

essential aspect of performing an audit in accordance with generally accepted 

auditing standards. In particular, that understanding establishes a frame of 

reference within which the auditor plans the audit and exercises professional 

judgment about assessing risks of material misstatement of the financial 

statements and responding to those risks throughout the audit, for example 

when: 

(a) establishing materiality and evaluating whether the judgment about 

materiality remains appropriate as the audit progresses; 

(b) considering the appropriateness of the selection and application of 

accounting policies, and the adequacy of financial statement disclosures; 

(c) identifying areas where special audit consideration may be necessary (e.g., 

related party transactions, conditions and events that cast doubt on the 

entity's ability to continue as a going concern or considering the business 

purpose of transactions); 

(d) developing expectations for use when performing analytical procedures; 

(e) designing and performing further audit procedures to reduce audit risk to an 

acceptably low level; and 

(f) evaluating the sufficiency and appropriateness of audit evidence obtained, 

such as the appropriateness of assumptions and of management's oral and 

written representations . 

. 005 The auditor uses professional judgment to determine the extent of the 

understanding required of the entity and its environment, including its internal 

control. The auditor's primary consideration is whether the understanding that 
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has been obtained is sufficient to assess the risks of material misstatement of the 

financial statements and to design and perform further audit procedures. The 

depth of the overall understanding that is required by the auditor in performing 

the audit is less than that possessed by management in managing the entity. 

4. Section 6030 - "Inventories" 

AUDITORS' OBJECTIVES 

.01 While the inventory of stock-in-trade as set out in the financial statements 

is primarily the responsibility of the management, auditors cannot ignore their 

responsibility to satisfy themselves as to the validity of the client's 

representations as to inventories and of the inventory records. In brief, while 

auditors do not take, determine or supervise the inventory, they must be 

reasonably satisfied as to the physical existence and condition of the goods, the 

ownership, the pricing and the arithmetical accuracy of the 

calculations. 

ATTENDANCE AT PHYSICAL STOCKTAKING 

.02 With the increasing recognition of the auditors' responsibility for the 

validity of the inventory figure, advances have been made in procedures to 

substantiate the physical existence and condition of the inventory. Inspection of 

stock-in-trade has become generally recognized as the most useful and 

conclusive procedure by which auditors can satisfy themselves in this respect . 

. 03 It is recognized that the auditors could not be expected to possess the 

specialized technical knowledge required, in many cases, to establish absolute 

assurance of the existence of goods of a specified quality, grade and condition. 

Therefore, useful inspection of the goods by the auditors will require the 

exercise of reasonable care and skill and good judgment rather than the expert 

technical knowledge of the goods which would be expected of an appraiser or 

valuer. 
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.04 In practice, inspection of stock-in-trade by auditors varies in extent and in 

procedure. Normally, the inspection applies only to the more significant items in 

the inventory but, occasionally, it is extended to cover all of the goods. 

Generally, it is carried out at the time of the client's physical stocktaking but, in 

some instances, it is done at another time. Usually, the checking of quantities is 

accomplished most conveniently by observing and noting the counts made by 

the client's staff, but actual test counts are often undertaken by the auditors, 

before, during or after the client's physical stocktaking . 

. 05 Observation of the client's physical stocktaking, whether this is at the end 

of the financial period or some other date, is considered a most useful auditing 

procedure in assessing the degree of care which management exercises in 

establishing the existence and condition of inventories . 

. 06 Attendance at stocktaking should consist of such observation of the 

application of policies and procedures including counts, and inspection of 

general condition of the goods as will enable the auditors to form an opinion on 

the representations of management as to quantity and condition. It is desirable 

that a review of the methods to be used by the client in the stocktaking be made 

in advance. Such review and observation permit an evaluation of the 

effectiveness of internal control as applied, not only to the book records, but 

also to the taking of physical inventories . 

. 07 The judgment of the auditors, in the light of the circumstances, will 

determine the audit procedures to be applied in each case. For example, if goods 

of significant value are stored at locations which it is not convenient for the 

auditors to visit, they may appoint representatives to attend the client's physical 

stocktaking on their behalf. In some cases, if there is good internal control over 

inventories, test counts of goods at some time other than at the time of 

stocktaking, combined with other procedures to 

confirm the existence of the goods, may provide satisfactory alternatives. In 

other cases, such as those of goods in transit or goods in independent 

Rosen & Associates Limited 

81 5 



87 

warehouses, the auditors may satisfactory themselves as to the existence of the 

stock-in-trade by means of independent documentary evidence . 

. 08 The auditing procedures in respect of inventories should be sufficient in 

scope to satisfactory the auditors: 

(a) as to the physical existence, ownership and condition of inventories; 

(b) that the stated basis of valuation is being followed and is consistent with that 

of the previous period . 

. 09 Generally accepted auditing procedures in respect of inventories should 

include: 

(c) a review of the methods followed in the determination of quantities and 

values; 

(d) attendance by the auditors at the stocktaking, whether this is at the end of 

the financial period or at other times; 

(e) tests of the inventory quantities with confirmatory evidence such as rough 

count sheets, perpetual stock records, etc.; 

(f) tests of the pricing of the inventory items; 

(g) tests of the clerical accuracy of the inventory . 

. 10 If attendance at the stocktaking is not practicable in the circumstances, the 

auditors should substitute other satisfactory procedures such as those outlined in 

paragraph 6030.07 . 

. 11 If the auditors have not satisfied themselves as to the physical existence, 

ownership and the basis of valuation of the inventory, the Recommendations set 

out in RESERVATIONS IN THE AUDITOR'S REPORT, Section 5510, should 

be followed. [OCT. 1970] 
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Appendix D 

Sino-Forest Accounting Policies 

From Note 1 to the December 31, 2010 Financial Statements 

Revenue Recognition 

Revenue from standing timber is recognized when the contract is entered into which 

establishes a fixed and determinable price with the customer, collection is reasonably 

assured and the significant risks and rewards of ownership have been transferred to the 

customer. 

Revenue from wood product contracts is recorded based on the percentage of completion 

method, determined based on the total costs incurred to expected total cost of the project 

and work performed. Revenues and costs begin to be recognized when progress reaches 

a stage of completion sufficient to reasonably determine the probable results. Any losses 

on such projects are charged to operations when determined. 

Revenue from the sale of logs and other products is recognized when the significant risks 

and rewards of ownership of the logs and other products have been transferred to the 

customer, usually on the delivery of the goods when a fixed and determinable price is 

established. 

Inventories 

Raw materials, timber logs, finished goods and nursery are valued at the lower of cost, 

determined on a weighed average cost basis, and net realizable value. Work in progress 

and finished goods are valued at the lower of manufacturing cost and net realizable value. 

Manufacturing cost includes the cost of raw materials, direct labour and applicable 

production overheads, excluding borrowing costs, based on normal operating capacity. 

Net realizable value is the estimated selling price in the ordinary course of business, less 

estimated costs of completion and the estimated costs necessary to make the sale 
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Timber Holdings 

Timber holdings comprise planted and purchased plantations which include acquisition 

costs of young trees and standing timber, planting and maintenance capitalized over the 

growth cycle of the type of tree. Timber holdings from plantation sales are depleted 

when the significant risks and rewards of ownership have been transferred to the buyer, 

based on the area of timber sold or harvested. 
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Sino-Forest IFRS Canadian GAAP 
Year End - December 31 

2011 (6 mos) 2010 2009 2008 2007 2006 

Balance Sheet 

Assets 
Current 

Cash and cash equivalents $ 861,648 $ 1,223,352 $ 1,102,366 $ 441,171 $ 328,690 $ 152,887 
Short-term deposits 37,217 32,101 70,387 45,784 22,163 18,550 
Accounts receivable 428,020 636,626 282,306 225,753 105,329 124,784 
Inventories 65,775 61,978 45,978 43,200 46,661 15,178 
Prepaid expenses and other 97,631 125,238 54,747 21,768 24,185 19,524 

~ Convertible bonds - 29,446 2,659 
~ Assets of discontinued operations 1,531 31,122 2,686 ~ - -
~ 

Timber holdings, measured at cost 3,483,676 :::: 
------------

~ 4,973,967 2,079,295 1,586,761 811,457 527,028 333,609 

;;t.. 
~ Timber holdings (IFRS: measured at fair value) 262,036 3,122,517 2,183,489 1,653,306 1,174,153 752,783 
~ 
~ Capital assets, net 90,124 113,150 77,377 63,704 78,608 87,939 
~ s· Investment properties 23,430 

~ Other non-current financial assets 9,072 
~ 

Intangible assets 272,718 139,910 636 
~ ..... Deferred tax asset 3,948 ;: 

Other assets 266,928 274,161 115,636 75,457 57,708 32,924 
~ $ 5,902,223 $ 5,729,033 $ 3,963,899 $ 2,603,924 $ 1,837,497 $ 1,207,255 
~ 

()0 

~ 

\0 
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Sino-Forest IFRS 
Year End- December 31 

2011 (6 mos) 2010 
Liabilities and Shareholders' Equity 
Current 

Bank indebtedness $ 204,501 $ 153,959 
Accounts payable and accrued liabilities 297,021 87,670 
Income taxes payable 10,109 499,854 
Liabilities of discontinued operations 10,602 
Provisions 225,519 
Derivative financial instrument 3,699 

737,150 755,784 

~ Long-term debt 1,566,811 1,659,682 
~ Deferred tax liability 49,593 ~ 
~ Derivative financial instrument 31,858 63,906 ;::: 

~ 2,385,412 2,479,372 

~ 
I Non-controlling interest 72,162 51,540 ~ 

~ 
~ 
(") 

Shareholders' equity ;:;· 
~ Equity portion of convertible senior notes 158,883 
~ Share capital 1,268,022 1,261,300 
t'-i 
§" Contributed surplus 11,673 

..... Accumulated other comprehensive income 314,912 
~ Statutory reserve 1,988 
~ Other reserves 211,773 

Retained earnings 1,964,854 1,449,365 
3,444,649 3,198,121 

$ 5,902,223 $ 5,729,033 

Canadian GAAP 

2009 2008 

$ 103,991 $ 67,188 $ 
250,287 179,903 

7,346 6,383 
12,156 32,004 

5,214 
373,780 290,692 

925,466 714,468 

- -
1,299,246 1,005,160 

158,883 70,462 
1,213,495 539,315 

12,200 7,599 
224,148 211,831 

1,670 

1,054,257 769,557 
2,664,653 1,598,764 

$ 3,963,899 $ 2,603,924 $ 

2007 

55,383 
107,989 

1,615 
32,016 

197,003 

441,985 

11,211 
650,199 

537,141 
3,906 

105,287 

540,964 
1,187,298 

1,837,497 

$ 

$ 

2006 

70,958 
68,669 

1,121 
38,300 

179,048 

450,000 

629,048 

143,511 
4,726 

32,590 

397,380 
578,207 

1,207,255 

co 
f-0 
0 
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Sino-Forest IFRS 
Year End- December 31 

2011 (6 mos) 2010 
Income Statement 

Revenue $ 656,308 $ 1,923,536 

Costs and Expenses 
Cost of Sales 470,387 1,252,023 
Selling, General and Admin. 77,169 89,712 
Depreciation and Amortization 5,145 

547,556 1,346,880 

~ Income before Undernoted 108,752 576,656 
c Interest Expense -90,027 -128,124 t:.o:l 
~ 

Interest Income 6,111 10,609 ;: 

~ Exchange Losses -3,086 

~ Amortization of deferred financing costs 
t:.o:l Impairment of Capital Assets 
t:.o:l c Losses on Changes of Fair Value 431,749 -4,419 
(") 

5• Other Income 519 2,932 

~ 457,104 454,568 
t:.o:l 

~ I Provision for Income Taxes 32,263 70,644 §• ..... 
~ I Net Income from Continuing Operations 424,841 383,924 
~ 

Net Income from Discontinue Operations 173 8,179 
Net Income Before Non-Controlling Interests 425,014 392,103 
Non-Controlling Interests 3,323 

Net Income for the Year $ 425,014 $ 395,426 

Canadian GAAP 

2009 2008 

$ 1,238,185 $ 896,045 $ 

797,800 530,083 
63,980 53,372 

4,693 3,206 
866,473 586,661 

371,712 309,384 
-70,977 -51,933 

9,691 12,604 
-4,958 -4,735 

-417 -1,839 
1,600 1,946 

306,651 265,427 

27,864 24,105 

278,787 241,322 
7,583 -12,729 

286,370 228,593 
0 0 

$ 286,370 $ 228,593 $ 

2007 

713,866 $ 

470,825 
40,209 

5,364 
516,398 

197,468 
-43,960 
15,184 
12,409 

-20,846 
-2,996 
3,206 

160,465 

18,034 

142,431 
9,842 

152,273 
0 

152,273 $ 

2006 

555,480 

380,508 
35,852 

3,975 
420,335 

135,145 
-37,340 

6,486 
3,676 

-1,819 
-877 

-1,179 
1,312 

105,404 

13,192 

92,212 
21,268 

113,480 
0 

113,480 

D:> 
1'0 
~ 

AppendixE 



93 

Sino-Forest IFRS 
Year End- December 31 

2011 (6 mos) 2010 
Statement of Cash Flows 

Cash Flows from Operating Activities 
Net Income for the Year $ 457,702 $ 395,426 $ 
Net Income from Discountinued Operations -8,179 
Add (deduct) Non-Cash Items 

Depletion of Timber Holdings Included in COS 746,474 
Depreciation and Amortization 7,919 
Accretion of Convertible Senior Notes 26,555 
Stock-Based Compensation 3,573 

~ Amortization of deferred financing costs 
~ Impairment of Capital Assets t;,:) 
~ Loss on Changes in Fair Value 4,419 ::: 
~ Interest Income from Mandra 

~ 
Unrealized Exchange (Gains)/Losses -2,089 

t;,:) Other -511 
t;,:) 
~ 126,529 1,173,587 
~ s· Net Change in Non-Cash Working Capital 325,596 -333,502 

~ Cash Flows from Operating Activities (Continuing Operations) -211,859 840,085 
t;,:) 

Cash Flows from Operating Activities (Discontinued Operations) -562 
t'-i 
§* 

I 
Cash Flows from Investing Activities 

~· Additions to Timber Holdings -1,358,878 
~ Increase in Other Assets -43,331 

Additions to Capital Assets -25,240 
Decrease (increase) in Non-Pledged Short-Term Assets 21,872 
Business Acquisition, net of cash acquired 2,139 
Proceeds of Disposal of Capital Assets 296 
Acquisition of Convertible Bonds 0 
Other 75 
Cash Flows from Investing Activities -30,424 -1,403,067 
Investing Cash Flows Used in Discontinued Operations 1,478 

Canadian GAAP 

2009 2008 

286,370 $ 228,593 $ 
-7,583 12,729 

522,397 284,532 
4,693 3,206 

13,689 4,769 
4,601 4,276 

219 
417 1,839 

-1,200 
1,880 5,604 
-751 2,656 

825,713 547,223 
-41,196 -60,040 
784,517 487,183 

-826 -3,826 

-1,032,009 -656,727 
-38,041 -9,554 
-11,649 -29,187 
-10,942 -5,604 

0 -1,928 
216 8 

-200 
0 

-1,092,625 -702,992 
24,120 -1,236 

2007 

152,273 $ 
-9,842 

284,808 
5,364 

0 
2,898 

20,846 
2,996 

-2,100 
-1,816 

74 
455,501 

27,000 
482,501 

3,856 

-640,257 
-31,225 
-12,571 

-8,698 
-795 

1,224 

-692,322 

2006 

113,480 
-21,268 

177,730 
3,975 

0 
3,105 
1,819 

877 
1,179 
-300 

62 
280,659 
-16,456 
264,203 

26,169 

-415,087 
-10,000 
-10,028 
11,912 

167 

-423,036 

·~-:> 

!'0 
?0 
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Sino-Forest 
Year End- December 31 

Cash Flows from Financing Activities 
Increase in L T Debt 
Increase in Bank Indebtedness 
Decrease (increase) in Pledged Short-Term Deposits 
Issuance of Shares, net of Issue Costs 
Increase in deferred financing costs 
Proceeds from Exercise of Share Options of Subsidiary 
Payment of Financing Costs 
Repayment ofLT Debt 
Payment on Derivative Financial Instruments 

~ I Cash Flows from Financing Activities 
~ Financing Cash Flows Used in Discontinued Operations 
~ 
;= 
Re I Foreign Exchange Effects 

~ I Change in Cash 
~ 
~ 

5" 
~ 
~ 

~ 
§" 
~ 
~ 

-$ 
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IFRS 

2011 (6 mosl._ 2010 

624,750 
47,962 
17,255 
8,555 

3,079 
-20,328 

-530 
0 

-121,349 680,743 
0 0 

2,309 

363,632 $ 120,986 $ 

Canadian GAAP 

2009 2008 

460,000 345,000 
36,534 16,031 

-13,633 -16,314 
652,474 1,591 

0 
-27,591 -9,135 

-150,000 
-5,781 -4,919 

952,003 332,254 
-5,972 -460 

-22 1,558 

661,195 $ 112,481 $ 

2007 

0 
-17,015 

6,180 
389,912 

-2,165 
376,912 

4,856 

175,803 $ 

2006 

150,000 
29,175 

385 
513 

-3,001 

-872 
176,200 

933 

44,469 

:::o 
1'0 
(N 
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Sino-Forest - AI and Supplier Relationships 
Relationships between Suppliers, Ais, and Sino-Forest stakeholders 

Volume of Sales to AI Relationship with Ais, Supporters, 
AI s (2006 2011) - s r Offi d Sh h ld uppners, 1cers an are o ers 
AI #1 (OSC#2) ¥ 4,468, 766,238 Officer#11 

Shareholder #35 
Shareholder #36 

AI #2 (OSC#3) ¥ 4,093,476,998 Officer#3 
Supplier#3 
Supplier #9 

Shareholder #3 ( 40% Ownership) 
Shareholder# 10 

AI #3 (OSC#4) ¥ 3,452,572,846 Al#l3 
Officer#8 

Officer#12 
Supplier#8 

Shareholder #2 
AI #4 (OSC#S) ¥ 3,325,784,208 Officer#12 

Supplier#3 
Shareholder #3 (40% Ownership) 

AI #5 (OSC#6) ¥ 2,550,516,474 Supplier#4 
Supplier#S 

Shareholder #18 (50%+ Ownership) 
AI #6 (OSC#7) ¥ 2,152,761,783 Officer#2 

Supplier#S 
Shareholder #18 (100% Ownership) 

AI #7 (0SC#8) ¥ 1,902,592,018 Officer#9 
AI #8 (OSC#9) ¥ 1,338,432,141 
AI #9 (OSC#10) ¥ 1 ,254, 736,543 
Al#l0(0SC#l1) ¥ 889,845,684 
AI #11 (OSC#12) ¥ 790,476,397 
AI #12 (OSC#l3) ¥ 760,882,770 
AI#13 (OSC#14) ¥ 398,881,734 AI#3 

Shareholder #32 
Shareholder #34 
Shareholder #37 

Supplier#8 
AI#l4 (OSC#l5) ¥ 85,833,654 
Supplier I AI# 14 ¥ 26,169,920 Officer#8 
(OSC#l) Officer #10 

Shareholder #2 
Shareholder #32 
Shareholder #37 

Total ¥ 27,491,729,408 

Related Balances ¥ 22,371,522,219 
81 o/o 

Current Ais ¥ 17,493,362,073 
o/o of total 64% 
o/o related 100% 

Rosen & Associates Limited 
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Sino-Forest- AI and Supplier Relationships 
Relationships between Suppliers, Als, and Sino-Forest stakeholders 

s I' upp11ers 
Supplier #1 (OSC#l) ¥ 

Supplier #2 (OSC#2) ¥ 

Supplier #3 (OSC#3) ¥ 

Supplier #4 (OSC#4) ¥ 

Supplier #5 (OSC#5) ¥ 

Supplier #6 (OSC#6) ¥ 
Supplier #7 (OSC#7) ¥ 
Supplier #8 (OSC#8) ¥ 

Supplier #9 (OSC#9) ¥ 

Supplier #10 (OSC#10) ¥ 
Supplier# ll (OSC# 11) ¥ 
Supplier# 12 (OSC# 12) ¥ 
Supplier#l3 (OSC#l3) ¥ 

Supplier#l4 (OSC#l4) ¥ 

Supplier# 15 (OSC# 15) ¥ 
Supplier# 16 (OSC# 16) ¥ 
Supplier# 17 (OSC# 17) ¥ 
Supplier#l8 (OSC#l8) ¥ 

Total ¥ 

Related Balances ¥ 
%of total 

Note: 

Volume of Purchases 
from Supplier 

(2006 2011) -
4,561,599,313 

3,585,236,345 

3,359,656,141 

3,283,555,890 

2,638,027,668 

2,141,578,760 
1,807,078,984 
1,358,520,787 

1,101,316,748 

l ,036,568,215 
985,535,044 
837,555,369 
793,415,921 

407,506,544 

376,411,353 
174,469,785 
156,202,550 
49,928,352 

28,654,163,768 

25,805,501,321 
90% 

Relationship with Als, Supporters, 
S I' Offi S up pliers, 1cers and hareholders 

Shareholder #1 
Shareholder #20 

Shareholder #11 (80% Ownership) 
Shareholder # 12 (20% Ownership) 

AI#2 
AI#4 

Shareholder #3 
AI#5 

Officer#2 
Shareholder # 16 ( 100% Ownership) 

AI#5 
AI#6 

Officer#2 
Shareholder # 16 

Shareholder #14 (60% Ownership) 
AI#3 

AI#l3 
Officer#9 

Officer#10 
Shareholder #34 
Shareholder #37 

Shareholder# 1 (80% Ownership) 
Shareholder# 14 

Officer#? 
Officer#? 

Shareholder# 14 
Supporter #2 (40% Ownership) 
Shareholder #15 (20% Ownership) 

Officer#8 
Officer#lO 

Shareholder #2 
Shareholder #32 
Shareholder #37 

Officer#! 
Shareholder # 14 

The volume of transactions were obtained from the "Asset Verification (BVI Supplier General 
Observations)" document included in the Independent Committee schedules. 

Rosen & Associates Limited 
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I. DEFINED TERMS 

1. In this Statement of Claim, in addition to the terms that are defined elsewhere herein, the 

following terms have the following meanings: 

(a) "AI" means Authorized Intermediary; 
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(b) 

(c) 

(d) 

(e) 

(f) 

(g) 

(h) 

(i) 

4 

"AIF" means Annual Information Form; 

"Ardell" means the defendant William E. Ardell; 

"Bane of America" means the defendant Bane of America Securities LLC; 

"BDO" means the defendant BDO Limited; 

"Bowland" means the defendant James P. Bowland; 

"BVI" means British Virgin Islands; 

"Canaccord" means the defendant Canaccord Financial Ltd.; 

"CBCA" means the Canada Business Corporations Act, RSC 1985, c. C-44, as 

amended; 

G) "Chan" means the defendant Allen T.Y. Chan also known as "Tak Yuen Chan"; 

(k) "CIBC" means the defendant CIBC World Markets Inc.; 

(1) "CJA" means the Ontario Courts of Justice Act, RSO 1990, c C-43, as amended; 

(m) "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 or 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; 

(n) "Class Period" means the period from and including March 19, 2007 to and 

including June 2, 2011; 

(o) "Code" means Sino's Code of Business Conduct; 



5 

(p) "CPA" means the Ontario Class Proceedings Act, 1992, SO 1992, c 6, as 

amended; 

(q) "Credit Suisse" means the defendant Credit Suisse Securities (Canada), Inc.; 

(r) "Credit Suisse USA" means the defendant Credit Suisse Securities (USA) LLC; 

(s) "Defendants" means Sino, the Individual Defendants, Poyry, BDO, E&Y and 

the Underwriters; 

(t) "December 2009 Offering Memorandum" means Sino's Final Offering 

Memorandum, dated December 10, 2009, relating to the distribution of Sino's 

4.25% Convertible Senior Notes due 2016 which Sino filed on SEDAR on 

December 11, 2009; 

(u) "December 2009 Prospectus" means Sino's Final Short Form Prospectus, dated 

December 10,2009, which Sino filed on SEDAR on December 11, 2009; 

(v) "Dundee" means the defendant Dundee Securities Corporation; 

(w) "E& Y" means the defendant, Ernst and Young LLP; 

(x) "Excluded Persons" means the Defendants, their past and present subsidiaries, 

affiliates, officers, directors, senior employees, partners, legal representatives, 

heirs, predecessors, successors and assigns, and any individual who is a member 

of the immediate family of an Individual Defendant; 

(y) "Final Report" means the report of the IC, as that term is defined in paragraph 10 

hereof; 

(z) "GAAP" means Canadian generally accepted accounting principles; 

(aa) "GAAS" means Canadian generally accepted auditing standards; 

(bb) "Horsley" means the defendant David J. Horsley; 

(cc) "Hyde" means the defendant James M.E. Hyde; 
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(dd) 

6 

"Impugned Documents" mean the 2005 Annual Consolidated Financial 

Statements (filed on SEDAR on March 31, 2006), Q 1 2006 Financial Statements 

(filed on SEDAR on May 11, 2006), the 2006 Annual Consolidated Financial 

Statements (filed on SEDAR on March 19, 2007), 2006 AIF (filed on SEDAR on 

March 30, 2007), 2006 Annual MD&A (filed on SEDAR on March 19, 2007), 

Management Information Circular dated April 27, 2007 (filed on SEDAR on May 

4, 2007), Q1 2007 MD&A (filed on SEDAR on May 14, 2007), Q1 2007 

Financial Statements (filed on SEDAR on May 14, 2007), June 2007 

Prospectus, Q2 2007 MD&A (filed on SEDAR on August 13, 2007), Q2 2007 

Financial Statements (filed on SEDAR on August 13, 2007), Q3 2007 MD&A 

(filed on SEDAR on November 12, 2007), Q3 2007 Financial Statements (filed 

on SEDAR on November 12, 2007), 2007 Annual Consolidated Financial 

Statements (filed on SEDAR on March 18, 2008), 2007 AIF (filed on SEDAR on 

March 28, 2008), 2007 Annual MD&A (filed on SEDAR on March 18, 2008), 

Amended 2007 Annual MD&A (filed on SEDAR on March 28, 2008), 

Management Information Circular dated April28, 2008 (filed on SEDAR on May 

6, 2008), Q1 2008 MD&A (filed on SEDAR on May 13, 2008), Q1 2008 

Financial Statements (filed on SEDAR on May 13, 2008), July 2008 Offering 

Memorandum, Q2 2008 MD&A (filed on SEDAR on August 12, 2008), Q2 

2008 Financial Statements (filed on SEDAR on August 12, 2008), Q3 2008 

MD&A (filed on SEDAR on November 13, 2008), Q3 2008 Financial Statements 

(filed on SEDAR on November 13, 2008), 2008 Annual Consolidated Financial 

Statements (filed on SEDAR on March 16, 2009), 2008 Annual MD&A (filed on 

SEDAR on March 16, 2009), Amended 2008 Annual MD&A (filed on SEDAR 

on March 17, 2009), 2008 AIF (filed on SEDAR on March 31, 2009), 

Management Information Circular dated April28, 2009 (filed on SEDAR on May 

4, 2009), Q1 2009 MD&A (filed on SEDAR on May 11, 2009), Ql 2009 

Financial Statements (filed on SEDAR on May 11, 2009), June 2009 

Prospectus, June 2009 Offering Memorandum, Q2 2009 MD&A (filed on 

SEDAR on August 10, 2009), Q2 2009 Financial Statements (filed on SEDAR on 

August 10, 2009), Q3 2009 MD&A (filed on SEDAR on November 12, 2009), 
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Q3 2009 Financial Statements (filed on SEDAR on November 12, 2009), 

December 2009 Prospectus, December 2009 Offering Memorandum, 2009 

Annual MD&A (filed on SEDAR on March 16, 2010), 2009 Audited Annual 

Financial Statements (filed on SEDAR on March 16, 2010), 2009 AIF (filed on 

SEDAR on March 31, 2010), Management Information Circular dated May 4, 

2010 (filed on SEDAR on May 11, 2010), Q1 2010 MD&A (filed on SEDAR on 

May 12, 2010), Q1 2010 Financial Statements (filed on SEDAR on May 12, 

2010), Q2 2010 MD&A (filed on SEDAR on August 10, 2010), Q2 2010 

Financial Statements (filed on SEDAR on August 10, 2010), October 2010 

Offering Memorandum, Q3 2010 MD&A (filed on SEDAR on November 10, 

2010), Q3 2010 Financial Statements (filed on SEDAR on November 10, 2010), 

2010 Annual MD&A (March 15, 2011), 2010 Audited Annual Financial 

Statements (filed on SEDAR on March 15, 2011), 2010 AIF (filed on SEDAR on 

March 31, 2011 ), and Management Information Circular dated May 2, 2011 (filed 

on SEDAR on May 10, 2011); 

(ee) "Individual Defendants" means Chan, Martin, Poon, Horsley, Ardell, 

Bowland, Hyde, Mak, Murray, Wang, and West, collectively; 

(ft) "July 2008 Offering Memorandum" means the Final Offering Memorandum 

dated July 17, 2008, relating to the distribution of Sino's 5% Convertible Senior 

Notes due 2013 which Sino filed on SEDAR as a schedule to a material change 

report on July 25, 2008; 

(gg) "June 2007 Prospectus" means Sino's Short Form Prospectus, dated June 5, 

2007, which Sino filed on SEDAR on June 5, 2007; 

(hh) "June 2009 Offering Memorandum" means Sino's Exchange Offer 

Memorandum dated June 24, 2009, relating to an offer to exchange Sino's 

Guaranteed Senior Notes due 2011 for new 10.25% Guaranteed Senior Notes due 

2014 which Sino filed on SEDAR as a schedule to a material change report on 

June 25, 2009; 
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(ii) "June 2009 Prospectus" means Sino's Final Short Form Prospectus, dated June 

1, 2009, which Sino filed on SEDAR on June 1, 2009; 

Gj) "Maison" means the defendant Maison Placements Canada Inc.; 

(kk) "Martin" means the defendant W. Judson Martin; 

(ll) "Mak" means the defendant Edmund Mak; 

(mm) "MD&A" means Management's Discussion and Analysis; 

(nn) "Merrill" means the defendant Merrill Lynch Canada Inc.; 

(oo) "Muddy Waters" means Muddy Waters LLC; 

(pp) "Murray" means the defendant Simon Murray; 

(qq) "October 2010 Offering Memorandum" means the Final Offering 

Memorandum dated October 14,2010, relating to the distribution of Sino's 6.25% 

Guaranteed Senior Notes due 2017; 

(rr) "Offering" or "Offerings" means the primary distributions in Canada of Sino's 

Securities that occurred during the Class Period including the public offerings of 

Sino's common shares pursuant to the June 2007, June 2009 and December 

2009 Prospectuses, as well as the offerings of Sino's notes pursuant to the July 

2008, June 2009, December 2009, and October 2010 Offering Memoranda, 

collectively; 

(ss) "OSA" means the Securities Act, RSO 1990 c S.5, as amended; 

(tt) "OSC" means the Ontario Securities Commission; 

(uu) "Plaintiffs" means the plaintiffs, the Trustees of the Labourers' Pension Fund of 

Central and Eastern Canada ("Labourers"), the Trustees of the International 

Union of Operating Engineers Local 793 Pension Plan for Operating Engineers in 
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Ontario ("Operating Engineers"), Sjunde AP-Fonden ("AP7''), David C. Grant 

("Grant"), and Robert Wong ("Wong"), collectively; 

(vv) "Poon" means the defendant Kai Kit Poon; 

(ww) "Poyry" means the defendant, Poyry (Beijing) Consulting Company Limited; 

(xx) "PRC" means the People's Republic of China; 

(yy) "Representation" means the statement that Sino's financial statements complied 

withGAAP; 

(zz) "RBC" means the defendant RBC Dominion Securities Inc.; 

(aaa) "Scotia" means the defendant Scotia Capital Inc.; 

(bbb) "Second Report" means the Second Interim Report of the IC, as that term is 

defined in paragraph 1 0 hereof; 

(ccc) "Securities" means Sino's common shares, notes or other securities, as defined in 

the OSA; 

(ddd) "Securities Legislation" means, collectively, the OSA, the Securities Act, RSA 

2000, c S-4, as amended; the Securities Act, RSBC 1996, c 418, as amended; the 

Securities Act, CCSM c S50, as amended; the Securities Act, SNB 2004, c S-5.5, 

as amended; the Securities Act, RSNL 1990, c S-13, as amended; the Securities 

Act, SNWT 2008, c 10, as amended; the Securities Act, RSNS 1989, c 418, as 

amended; the Securities Act, S Nu 2008, c 12, as amended; the Securities Act, 

RSPEI 1988, c S-3.1, as amended; the Securities Act, RSQ c V-1.1, as amended; 

the Securities Act, 1988, SS 1988-89, c S-42.2, as amended; and the Securities 

Act, SY 2007, c 16, as amended; 

( eee) "SEDAR" means the system for electronic document analysis and retrieval of the 

Canadian Securities Administrators; 
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(fff) "Sino" means, as the context reqmres, either the defendant Sino-Forest 

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

collectively; 

(ggg) "TD" means the defendant TD Securities Inc.; 

(hhh) "TSX" means the Toronto Stock Exchange; 

(iii) "Underwriters" means Bane of America, Canaccord, CIBC, Credit Suisse, 

Credit Suisse USA, Dundee, Maison, Merrill, RBC, Scotia, and TD, 

collectively; 

Qjj) "Wang" means the defendant Peter Wang; 

(kkk) "West" means the defendant Garry J. West; and 

(lll) "WFOE" means wholly foreign owned enterprise or an enterprise established in 

China in accordance with the relevant PRC laws, with capital provided solely by 

foreign investors. 
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II. CLAIM 

2. The Plaintiffs claim: 

(a) An order certifying this action as a class proceeding and appointing the Plaintiffs 

as representative plaintiffs for the Class, or such other class as may be certified by 

the Court; 

(b) A declaration that the Impugned Documents contained, either explicitly or 

implicitly, the Representation, and that, when made, the Representation was a 

misrepresentation, both at law and within the meaning of the Securities 

Legislation; 

(c) A declaration that the Impugned Documents contained one or more of the other 

misrepresentations alleged herein, and that, when made, those other 

misrepresentations constituted misrepresentations, both at law and within the 

meaning of the Securities Legislation; 

(d) A declaration that Sino is vicariously liable for the acts and/or omissions of the 

Individual Defendants and of its other officers, directors and employees; 

(e) A declaration that the Underwriters, E&Y, BDO and Poyry are each vicariously 

liable for the acts and/or omissions of their respective officers, directors, partners 

and employees; 

(f) On behalf of all of the Class Members who purchased Sino's Securities in the 

secondary market during the Class Period, and as against all of the Defendants 

other than the Underwriters, general damages in the sum of$6.5 billion; 

(g) On behalf of all of the Class Members who purchased Sino common shares in the 

distribution to which the June 2007 Prospectus related, and as against Sino, Chan, 

Poon, Horsley, Martin, Mak, Murray, Hyde, Poyry, BDO, Dundee, CIBC, Merrill 

and Credit Suisse general damages in the sum of$175,835,000; 

(h) On behalf of all of the Class Members who purchased Sino common shares in the 

distribution to which the June 2009 Prospectus related, and as against Sino, Chan, 
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Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, E&Y, Dundee, 

Merrill, Credit Suisse, Scotia and TD, general damages in the sum of 

$330,000,000; 

(i) On behalf of all of the Class Members who purchased Sino common shares in the 

distribution to which the December 2009 Prospectus related, and as against Sino, 

Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, E&Y, 

Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, 

general damages in the sum of$319,200,000; 

G) On behalf of all the Class Members who purchased Sino's 5% Convertible Senior 

Notes due 2013 pursuant to the July 2008 Offering Memorandum, and as against 

Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, 

E&Y and Credit Suisse USA, general damages in the sum ofUS$345 million; 

(k) On behalf of all the Class Members who purchased Sino's 10.25% Guaranteed 

Senior Notes due 2014 pursuant to the June 2009 Offering Memorandum, and as 

against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, 

BDO, E& Y and Credit Suisse USA, general damages in the sum of US$400 

million; 

(1) On behalf of all the Class Members who purchased Sino's 4.25% Convertible 

Senior Notes due 2016 pursuant to the December 2009 Offering Memorandum, 

and as against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, 

Poyry, BDO, E&Y, Credit Suisse USA and TD, general damages in the sum of 

US460 million; 

(m) On behalf of all the Class Members who purchased Sino's 6.25% Guaranteed 

Senior Notes due 2017 pursuant to the October 2010 Offering Memorandum, and 

as against Sino, Chan, Poon, Horsley, Wang, Mak, Murray, Hyde, Ardell, Poyry, 

E&Y, Credit Suisse USA and Bane of America, general damages in the sum of 

US$600 million; 
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(n) On behalf of all of the Class Members, and as against Sino, Chan, Poon and 

Horsley, punitive damages, in respect of the conspiracy pled below, in the sum of 

$50 million; 

(o) A declaration that Sino, Chan, Poon, Horsley, Martin, Mak, Murray and the 

Underwriters were unjustly enriched; 

(p) A constructive trust, accounting or such other equitable remedy as may be 

available as against Sino, Chan, Poon, Horsley, Martin, Mak, Murray and the 

Underwriters; 

( q) A declaration that the acts and omissions of Sino have effected a result, the 

business or affairs of Sino have been carried on or conducted in a manner, or the 

powers of the directors of Sino have been exercised in a manner, that is 

oppressive or unfairly prejudicial to or that unfairly disregards the interests of the 

Plaintiffs and the Class Members, pursuant to s. 241 ofthe CBCA; 

(r) An order directing a reference or giving such other directions as may be necessary 

to determine the issues, if any, not determined at the trial of the common issues; 

( s) Prejudgment and post judgment interest; 

(t) Costs of this action on a substantial indemnity basis or in an amount that provides 

full indemnity plus, pursuant to s 26(9) of the CPA, the costs of notice and of 

administering the plan of distribution of the recovery in this action plus applicable 

taxes; and 

(u) Such further and other relief as to this Honourable Court may seem just. 

III. OVERVIEW 

3. From the time of its establishment in 1994, Sino has claimed to be a legitimate business 

operating in the commercial forestry industry in the PRC and elsewhere. Throughout that period, 

Sino has also claimed to have experienced breathtaking growth. 
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4. Beguiled by Sino's reported results, and by Sino's constant refrain that China constituted 

an extraordinary growth opportunity, investors drove Sino's stock price dramatically higher, as 

appears from the following chart: 
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5. The Defendants profited handsomely from the market's appetite for Sino's securities. 

Certain of the Individual Defendants sold Sino shares at lofty prices, and thereby reaped millions 

of dollars of gains. Sino's senior management also used Sino's illusory success to justify their 

lavish salaries, bonuses and other perks. For certain of the Individual Defendants, these outsized 

gains were not enough. Sino stock options granted to Chan, Horsley and other insiders were 

backdated or otherwise mispriced, prior to and during the Class Period, in violation of the TSX 

Rules, GAAP and the Securities Legislation. 
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6. Sino itself raised in excess of $2.7 billion1 in the capital markets during this period. 

Meanwhile, the Underwriters were paid lucrative underwriting commissions, and BDO, E& Y 

and Poyry garnered millions of dollars in fees to bless Sino's reported results and assets. To their 

great detriment, the Class Members relied upon these supposed gatekeepers. 

7. As a reporting issuer in Ontario and elsewhere, Sino was required at all material times to 

comply with GAAP. Indeed, Sino, BDO and E&Y, Sino's auditors during the Class Period and 

previously, repeatedly misrepresented that Sino's financial statements complied with GAAP. 

This was false. 

8. On June 2, 2011, Muddy Waters, a short seller and research firm with extensive PRC 

experience, issued its first research report in relation to Sino, and unveiled the scale of the 

deception that had been worked upon the Class Members. Muddy Waters' initial report 

effectively revealed, among other things, that Sino had materially misstated its financial results, 

had falsely claimed to have acquired trees that it did not own, had reported sales that had not 

been made, or that had been made in a manner that did not permit Sino to book those sales as 

revenue under GAAP, and had concealed numerous related party transactions. These revelations 

had a catastrophic effect on Sino's stock price. 

9. On June 1, 2011, prior to the publication of Muddy Waters' report, Sino's common 

shares closed at $18.21. After the Muddy Waters report became public, Sino shares fell to 

$14.46 on the TSX (a decline of 20.6%), at which point trading was halted. When trading 

resumed the next day, Sino's shares fell to a close of$5.23 (a decline of71.3% from June 1). 

10. On June 3, 2011, Sino announced that, in response to the allegations of Muddy Waters, 

its board had formed a committee, which Sino then falsely characterized as "independent" (the 

I Dollar figures are in Canadian dollars (unless otherwise indicated) and are rounded for convenience. 

845 
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"Independent Committee" or "IC"), to examine and review the allegations contained in the 

Muddy Waters' report of June 2, 2011. The initial members of the IC were the Defendants 

Ardell, Bowland and Hyde. The IC subsequently retained legal, accounting and other advisers to 

assist it in the fulfillment of its mandate. 

11. On August 26, 2011, the OSC issued a cease-trade order in respect of Sino's securities, 

alleging that Sino appeared to have engaged in significant non-arm's length transactions which 

may have been contrary to Ontario securities laws and the public interest, that Sino and certain of 

its officers and directors appeared to have misrepresented some of Sino's revenue and/or 

exaggerated some of its timber holdings, and that Sino and certain of its officers and directors, 

including Chan, appeared to be engaging or participating in acts, practices or a course of conduct 

related to Sino's securities which they (or any of them) knew or ought reasonably know would 

perpetuate a fraud. 

12. On November 13, 2011, the IC released the Second Report. Therein, the IC revealed, 

inter alia, that: (1) Sino's management had failed to cooperate in numerous important respects 

with the IC's investigation; (2) "there is a risk" that certain of Sino's operations "taken as a 

whole" were in violation of PRC law; (3) Sino adopted processes that "avoid[] Chinese foreign 

exchange controls which must be complied with in a normal cross-border sale and purchase 

transaction, and [which] could present an obstacle to future repatriation of sales proceeds, and 

could have tax implications as well"; (4) the IC "has not been able to verify that any relevant 

income taxes and VAT have been paid by or on behalf of the BVIs in China"; (5) Sino lacked 

proof of title to the vast majority of its purported holdings of standing timber; (6) Sino's 

"transaction volumes with a number of AI and Suppliers do not match the revenue reported by 

such Suppliers in their SAIC filing"; (7) "[n]one of the BVI timber purchase contracts have as 
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attachments either (i) Plantation Rights Certificates from either the Counterparty or original 

owner or (ii) villager resolutions, both of which are contemplated as attachments by the standard 

form of BVI timber purchase contract employed by the Company; and (8) "[t]here are 

indications in emails and in interviews with Suppliers that gifts or cash payments are made to 

forestry bureaus and forestry bureau officials." 

13. On January 31, 2012, the IC released its Final Report. Therein, the IC effectively 

revealed that, despite having conducted an investigation over nearly eight months, and despite 

the expenditure of US$ 50 million on that investigation, it had failed to refute, or even to provide 

plausible answers to, key allegations made by Muddy Waters: 

This Final Report of the IC sets out the activities undertaken by the IC since mid
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
now at the point of diminishing returns because much of the information which it 
is seeking lies with non-compellable third parties, may not exist or is apparently 
not retrievable from the records of the Company. 

[ ... ] 

Given the circumstances described above, the IC understands that, with the 
delivery of this Final Report, its review and examination activities are terminated. 
The IC does not expect to undertake further work other than assisting with 
responses to regulators and the RCMP as required and engaging in such further 
specific activities as the IC may deem advisable or the Board may instruct. The 
IC has asked the IC Advisors to remain available to assist and advise the IC upon 
its instructions 

14. Sino failed to meet the standards required of a public company in Canada. Aided by its 

auditors and the Underwriters, Sino raised billions of dollars from investors on the false premise 

that they were investing in a well managed, ethical and GAAP-compliant corporation. They 
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were not. Accordingly, this action is brought to recover the Class Members' losses from those 

who caused them: the Defendants. 

IV. THE PARTIES 

A. The Plaintiffs 

15. Labourers are the trustees of the Labourers' Pension Fund of Central and Eastern Canada, 

a multi-employer pension plan providing benefits for employees working in the construction 

industry. The fund is a union-negotiated, collectively-bargained defined benefit pension plan 

established on February 23, 1972 and currently has approximately $2 billion in assets, over 

39,000 members and over 13,000 pensioners and beneficiaries and approximately 2,000 

participating employers. A board of trustees representing members of the plan governs the fund. 

The plan is registered under the Pension Benefits Act, RSO 1990, c P.8 and the Income Tax Act, 

RSC 1985, 5th Supp, c,l. Labourers purchased Sino's common shares over the TSX during the 

Class Period and continued to hold shares at the end of the Class Period. In addition, Labourers 

purchased Sino common shares offered by the December 2009 Prospectus and in the distribution 

to which that Prospectus related. 

16. Operating Engineers are the trustees of the International Union of Operating Engineers 

Local 793 Pension Plan for Operating Engineers in Ontario, a multi-employer pension plan 

providing pension benefits for operating engineers in Ontario. The pension plan is a union-

negotiated, collectively-bargained defined benefit pension plan established on November 1, 1973 

and currently has approximately $1.5 billion in assets, over 9,000 members and pensioners and 

beneficiaries. The fund is governed by a board of trustees representing members of the plan. The 

plan is registered under the Pension Benefits Act, RSO 1990, c P.8 and the Income Tax Act, RSC 

1985, 5th Supp, c.l. Operating Engineers purchased Sino's common shares over the TSX during 

the Class Period, and continued to hold shares at the end of the Class Period. 
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17. AP7 is the Swedish National Pension Fund. As of June 30, 2011, AP7 had approximately 

$15.3 billion in assets under management. Funds managed by AP7 purchased Sino's common 

shares over the TSX during the Class Period and continued to hold those common shares at the 

end of the Class Period. 

18. Grant is an individual residing in Calgary, Alberta. He purchased 100 of the Sino 6.25% 

Guaranteed Senior Notes due 2017 that were offered by the October 2010 Offering 

Memorandum and in the distribution to which that Offering Memorandum related. Grant 

continued to hold those Notes at the end ofthe Class Period. 

19. Wong is an individual residing in Kincardine, Ontario. During the Class Period, Wong 

purchased Sino's common shares over the TSX and continued to hold some or all of such shares 

at the end of the Class Period. In addition, Wong purchased Sino common shares offered by the 

December 2009 Prospectus and in the distribution to which that Prospectus related, and 

continued to own those shares at the end of the Class Period. 

B. The Defendants 

20. Sino purports to be a commercial forest plantation operator in the PRC and elsewhere. 

Sino is a corporation formed under the CBCA. 

21. At the material times, Sino was a reporting issuer in all provinces of Canada, and had its 

registered office located in Mississauga, Ontario. At the material times, Sino's shares were listed 

for trading on the TSX under the ticker symbol "TRE," on the Berlin exchange as "SFJ GR," on 

the over-the-counter market in the United States as "SNOFF" and on the Tradegate market as 

"SFJ TH." Sino securities are also listed on alternative trading venues in Canada and elsewhere 

including, without limitation, AlphaToronto and PureTrading. Sino's shares also traded over-



8 50 20 

the-counter in the United States. Sino has vanous debt instruments, derivatives and other 

securities that are traded in Canada and elsewhere. 

22. As a reporting issuer in Ontario, Sino was required throughout the Class Period to issue 

and file with SEDAR: 

(a) within 45 days of the end of each quarter, quarterly interim financial statements 

prepared in accordance with GAAP that must include a comparative statement to 

the end of each of the corresponding periods in the previous financial year; 

(b) within 90 days of the end of the fiscal year, annual financial statements prepared 

in accordance with GAAP, including comparative financial statements relating to 

the period covered by the preceding financial year; 

(c) contemporaneously with each of the above, a MD&A of each of the above 

financial statements; and 

(d) within 90 days of the end of the fiscal year, an AIF, including material 

information about the company and its business at a point in time in the context of 

its historical and possible future development. 

23. MD&As are a narrative explanation of how the company performed during the period 

covered by the financial statements, and of the company's financial condition and future 

prospects. The MD&A must discuss important trends and risks that have affected the financial 

statements, and trends and risks that are reasonably likely to affect them in future. 

24. AIFs are an annual disclosure document intended to provide material information about 

the company and its business at a point in time in the context of its historical and future 

development. The AIF describes the company, its operations and prospects, risks and other 

external factors that impact the company specifically. 
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25. Sino controlled the contents of its MD&As, financial statements, AIFs and the other 

documents particularized herein and the misrepresentations made therein were made by Sino. 

26. Chan is a co-founder of Sino, and was the Chairman, Chief Executive Officer and a 

director of the company from 1994 until his resignation from those positions on or about August 

25, 2011. As Sino's CEO, Chan signed and certified the company's disclosure documents 

during the Class Period. Chan, along with Hyde, signed each of the 2006-2010 Audited Annual 

Financial Statements on behalf of Sino's board. Chan resides in Hong Kong, China. 

27. Chan certified each of Sino's Class Period annual and quarterly MD&As and financial 

statements, each of which is an Impugned Document. In so doing, he adopted as his own the 

false statements such documents contained, as particularized below. Chan signed each of Sino's 

Class Period annual financial statements, each of which is an Impugned Document. In so doing, 

he adopted as his own the false statements such documents contained, as particularized below. 

As a director and officer, he caused Sino to make the misrepresentations particularized below. 

28. Since Sino was established, Chan has received lavish compensation from Sino. For 

example, for 2006 to 2010, Chan's total compensation (other than share-based compensation) 

was, respectively, US$3.0 million, US$3.8 million, US$5.0 million, US$7.6 million and US$9.3 

million. 

29. As at May 1, 1995, shortly after Sino became a reporting issuer, Chan held 18.3% of 

Sino's outstanding common shares and 37.5% of its preference shares. As of April 29, 2011 he 

held 2.7% of Sino's common shares (the company no longer has preference shares outstanding). 

Chan has made in excess of$10 million through the sale of Sino shares. 
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30. Horsley is Sino's Chief Financial Officer, and has held this position since October 2005. 

In his position as Sino's CFO, Horsley has signed and certified the company's disclosure 

documents during the Class Period. Horsley resides in Ontario. Horsley has made in excess of 

$11 million through the sale of Sino shares. 

31. Horsley certified each of Sino's Class Period annual and quarterly MD&As and financial 

statements, each of which is an Impugned Document. In so doing, he adopted as his own the 

false statements such documents contained, as particularized below. Horsley signed each of 

Sino's Class Period annual financial statements, each of which is an Impugned Document. In so 

doing, he adopted as his own the false statements such documents contained, as particularized 

below. As an officer, he caused Sino to make the misrepresentations particularized below. 

32. Since becoming Sino's CFO, Horsley has also received lavish compensation from Sino. 

For 2006 to 2010, Horsley's total compensation (other than share-based compensation) was, 

respectively, US$1.1 million, US$1.4 million, US$1.7 million, US$2.5 million, and US$3.1 

million. 

33. Poon is a co-founder of Sino, and has been the President ofthe company since 1994. He 

was a director of Sino from 1994 to May 2009, and he continues to serve as Sino's President. 

Poon resides in Hong Kong, China. While he was a board member, he adopted as his own the 

false statements made in each of Sino's annual financial statements, particularized below, when 

such statements were signed on his behalf. While he was a board member, he caused Sino to 

make the misrepresentations particularized below. 

34. As at May 1, 1995, shortly after Sino became a reporting issuer, Poon held 18.3% of 

Sino's outstanding common shares and 37.5% of its preference shares. As of April 29, 2011 he 
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held 0.42% of Sino's common shares. Poon has made in excess of$34.4 million through the sale 

of Sino shares. 

35. Poon rarely attended board meetings while he was on Sino's board. From the beginning 

of 2006 until his resignation from the Board in 2009, he attended 5 of the 3 9 board meetings, or 

less than 13% of all board meetings held during that period. 

36. Wang is a director of Sino, and has held this position since August 2007. Wang resides 

in Hong Kong, China. As a board member, he adopted as his own the false statements made in 

each of Sino's annual financial statements, particularized below, when such statements were 

signed on his behalf. As a board member, he caused Sino to make the misrepresentations 

particularized below. 

37. Martin has been a director of Sino since 2006, and was appointed vice-chairman in 2010. 

On or about August 25, 2011, Martin replaced Chan as Chief Executive Officer of Sino. Martin 

was a member of Sino's audit committee prior to early 2011. Martin has made in excess of 

$474,000 through the sale of Sino shares. He resides in Hong Kong, China. As a board member, 

he adopted as his own the false statements made in each of Sino's annual financial statements, 

particularized below, when such statements were signed on his behalf. As a board member, he 

caused Sino to make the misrepresentations particularized herein. 

38. Mak is a director of Sino, and has held this position since 1994. Mak was a member of 

Sino's audit committee prior to early 2011. Mak and persons connected with Mak have made in 

excess of $6.4 million through sales of Sino shares. Mak resides in British Columbia. As a 

board member, he adopted as his own the false statements made in each of Sino's annual 
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financial statements, particularized below, when such statements were signed on his behalf. As a 

board member, he caused Sino to make the misrepresentations particularized below. 

3 9. Murray is a director of Sino, and has held this position since 1999. Murray has made in 

excess of $9.9 million through sales of Sino shares. Murray resides in Hong Kong, China. As a 

board member, he adopted as his own the false statements made in each of Sino's annual 

financial statements, particularized below, when such statements were signed on his behalf. As a 

board member, he caused Sino to make the misrepresentations particularized below. 

40. Since becoming a director, Murray has rarely attended board and board committee 

meetings. From the beginning of 2006 to the close of 2010, Murray attended 14 of 64 board 

meetings, or less than 22% of board meetings held during that period. During that same period, 

Murray attended 2 out of 13, or 15%, of the meetings held by the Board's Compensation and 

Nominating Committee, and attended none of the 11 meetings of that Committee held from the 

beginning of2007 to the close of2010. 

41. Hyde is a director of Sino, and has held this position since 2004. Hyde was previously a 

partner of E& Y. Hyde is the chairman of Sino's Audit Committee. Hyde, along with Chan, 

signed each of the 2007-2010 Annual Consolidated Financial Statements on behalf of Sino's 

board. Hyde is also member of the Compensation and Nominating Committee. Hyde has made 

in excess of $2.4 million through the sale of Sino shares. Hyde resides in Ontario. As a board 

member, he adopted as his own the false statements made in each of Sino's annual financial 

statements, particularized below, when he signed such statements or when they were signed on 

his behalf. As a board member, he caused Sino to make the misrepresentations particularized 

below. 
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42. Ardell is a director of Sino, and has held this position since January 2010. Ardell is a 

member of Sino's audit committee. Ardell resides in Ontario. As a board member, he adopted 

as his own the false statements made in each of Sino's annual financial statements released while 

he was a board member, particularized below, when such statements were signed on his behalf. 

As a board member, he caused Sino to make the misrepresentations particularized below. 

43. Bowland was a director of Sino from February 2011 until his resignation from the Board 

of Sino in November 2011. While on Sino's Board, Bowland was a member of Sino's Audit 

Committee. He was formerly an employee of a predecessor to E& Y. Bowland resides in 

Ontario. As a board member, he adopted as his own the false statements made in each of Sino's 

annual financial statements released while he was a board member, particularized below, when 

such statements were signed on his behalf. As a board member, he caused Sino to make the 

misrepresentations particularized below. 

44. West is a director of Sino, and has held this position since February 2011. West was 

previously a partner at E&Y. West is a member of Sino's Audit Committee. West resides in 

Ontario. As a board member, he adopted as his own the false statements made in each of Sino's 

annual financial statements released while he was a board member, particularized below, when 

such statements were signed on his behalf. As a board member, he caused Sino to make the 

misrepresentations particularized below. 

45. As officer and/or directors of Sino, the Individual Defendants were fiduciaries of Sino, 

and they made the misrepresentations alleged herein, adopted such misrepresentations, and/or 

caused Sino to make such misrepresentations while they were acting in their capacity as 

fiduciaries, and in violation of their fiduciary duties. In addition, Chan, Poon, Horsley, Martin, 
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Mak and Murray were unjustly enriched in the manner and to the extent particularized below 

while they were acting in their capacity as fiduciaries, and in violation of their fiduciary duties. 

46. At all material times, Sino maintained the Code, which governed Sino's employees, 

officers and directors, including the Individual Defendants. The Code stated that the members of 

senior management "are expected to lead according to high standards of ethical conduct, in both 

words and actions ... " The Code further required that Sino representatives act in the best 

interests of shareholders, corporate opportunities not be used for personal gain, no one trade in 

Sino securities based on undisclosed knowledge stemming from their position or employment 

with Sino, the company's books and records be honest and accurate, conflicts of interest be 

avoided, and any violations or suspected violations of the Code, and any concerns regarding 

accounting, financial statement disclosure, internal accounting or disclosure controls or auditing 

matters, be reported. 

47. E&Y has been engaged as Sino's auditor since August 13, 2007. E&Y was also engaged 

as Sino's auditor from Sino's creation through February 19, 1999, when E&Y abruptly resigned 

during audit season and was replaced by the now-defunct Arthur Andersen LLP. E&Y was also 

Sino's auditor from 2000 to 2004, when it was replaced by BDO. E&Y is an expert of Sino 

within the meaning of the Securities Legislation. 

48. E&Y, in providing what it purported to be "audit" services to Sino, made statements that 

it knowingly intended to be, and which were, disseminated to Sino's current and prospective 

security holders. At all material times, E& Y was aware of that class of persons, intended to and 

did communicate with them, and intended that that class of persons would rely on E& Y' s 

statements relating to Sino, which they did to their detriment. 
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49. E& Y consented to the inclusion in the June 2009 and December 2009 Prospectuses, as 

well as the July 2008, June 2009, December 2009 and October 2010 Offering Memoranda, of its 

audit reports on Sino's Annual Financial Statements for various years, as alleged more 

particularly below. 

50. BDO is the successor of BDO McCabe Lo Limited, the Hong Kong, China based 

auditing firm that was engaged as Sino's auditor during the period of March 21, 2005 through 

August 12, 2007, when they resigned at Sino's request, and were replaced by E&Y. BDO is an 

expert of Sino within the meaning of the Securities Legislation. 

51. During the term of its service as Sino's auditor, BDO provided what it purported to be 

"audit" services to Sino, and in the course thereof made statements that it knowingly intended to 

be, and which were, disseminated to Sino's current and prospective security holders. At all 

material times, BDO was aware of that class of persons, intended to and did communicate with 

them, and intended that that class of persons rely on BDO's statements relating to Sino, which 

they did to their detriment. 

52. BDO consented to the inclusion in each of the June 2007 and December 2009 

Prospectuses and the July 2008, June 2009 and December 2009 Offering Memoranda, of its audit 

reports on Sino's Annual Financial Statements for 2005 and 2006. 

53. E&Y and BDO's annual Auditors' Report was made "to the shareholders of Sino-Forest 

corporation," which included the Class Members. Indeed, s. 1000.11 of the Handbook of the 

Canadian Institute of Chartered Accountants states that "the objective of financial statements for 

profit-oriented enterprises focuses primarily on the information needs of investors and creditors" 

[emphasis added]. 
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54. Sino's shareholders, including numerous Class Members, appointed E&Y as auditors of 

Sino-Forest by shareholder resolutions passed on various dates, including on June 21, 2004, May 

26,2008, May 25,2009, May 31,2010 and May 30,2011. 

55. Sino's shareholders, including numerous Class Members, appointed BDO as auditors of 

Sino-Forest by resolutions passed on May 16, 2005, June 5, 2006 and May 28, 2007. 

56. During the Class Period, with the knowledge and consent of BDO or E&Y (as the case 

may be), Sino's audited annual financial statements for the years ended December 31, 2006, 

2007, 2008,2009 and 2010, together with the report ofBDO or E&Y thereon (as the case may 

be), were presented to the shareholders of Sino (including numerous Class Members) at annual 

meetings of such shareholders held in Toronto, Canada on, respectively, May 28, 2007, May 26, 

2008, May 25, 2009, May 31, 2010 and May 30, 2011. As alleged elsewhere herein, all such 

financial statements constituted Impugned Documents. 

57. Poyry is an international forestry consulting firm which purported to provide certain 

forestry consultation services to Sino. Poyry is an expert of Sino within the meaning of the 

Securities Legislation. 

58. Poyry, in providing what it purported to be "forestry consulting" services to Sino, made 

statements that it knowingly intended to be, and which were, disseminated to Sino's current and 

prospective security holders. At all material times, Poyry was aware of that class of persons, 

intended to and did communicate with them, and intended that that class of persons would rely 

on Poyry's statements relating to Sino, which they did to their detriment. 
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59. Poyry consented to the inclusion in the June 2007, June 2009 and December 2009 

Prospectuses, as well as the July 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, of its various reports, as detailed below in paragraph •. 

60. The Underwriters are various financial institutions who served as underwriters in one or 

more of the Offerings. 

61. In connection with the distributions conducted pursuant to the June 2007, June 2009 and 

December 2009 Prospectuses, the Underwriters who underwrote those distributions were paid, 

respectively, an aggregate of approximately $7.5 million, $14.0 million and $14.4 million in 

underwriting commissions. In connection with the offerings of Sino's notes in July 2008, 

December 2009, and October 2010, the Underwriters who underwrote those offerings were paid, 

respectively, an aggregate of approximately US$2.2 million, US$8.5 million and $US6 million. 

Those commissions were paid in substantial part as consideration for the Underwriters' 

purported due diligence examination of Sino's business and affairs. 

62. None of the Underwriters conducted a reasonable investigation into Sino in connection 

with any of the Offerings. None of the Underwriters had reasonable grounds to believe that there 

was no misrepresentation in any of the Impugned Documents. In the circumstances of this case, 

including the facts that Sino operated in an emerging economy, Sino had entered Canada's 

capital markets by means of a reverse merger, and Sino had reported extraordinary results over 

an extended period of time that far surpassed those reported by Sino's peers, the Underwriters all 

ought to have exercised heightened vigilance and caution in the course of discharging their duties 

to investors, which they did not do. Had they done so, they would have uncovered Sino's true 

nature, and the Class Members to whom they owed their duties would not have sustained the 

losses that they sustained on their Sino investments. 
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V. THE OFFERINGS 

63. Through the Offerings, Sino raised in aggregate in excess of $2.7 billion from investors 

during the Class Period. In particular: 

(a) On June 5, 2007, Sino issued and filed with SEDAR the June 2007 Prospectus 

pursuant to which Sino distributed to the public 15,900,000 common shares at a 

price of $12.65 per share for gross proceeds of $201,135,000. The June 2007 

Prospectus incorporated by reference Sino's: (1) 2006 AIF; (2) 2006 Audited 

Annual Financial Statements; (3) 2006 Annual MD&A; ( 4) Management 

Information Circular dated April 27, 2007; (5) Q1 2007 Financial Statements; and 

( 6) Q 1 2007 MD&A; 

(b) On July 17, 2008, Sino issued the July 2008 Offering Memorandum pursuant to 

which Sino sold through private placement US$345 million in aggregate principal 

amount of convertible senior notes due 2013. The July 2008 Offering 

Memorandum included: (1) Sino's Consolidated Annual Financial Statements for 

2005, 2006 and 2007; (2) Sino's unaudited interim financial statements for the 

three-month periods ended March 31,2007 and 2008; (3) the section of the 2007 

AIF entitled "Audit Committee" and the charter of the Audit Committee attached 

as an appendix to the 2007 AIF; and (4) the Poyry report entitled "Sino-Forest 

Corporation Valuation of China Forest Assets Report as at 31 December 2007" 

dated March 14, 2008; 

(c) On June 1, 2009, Sino issued and filed with SEDAR the June 2009 Prospectus 

pursuant to which Sino distributed to the public 34,500,000 common shares at a 

price of $11.00 per share for gross proceeds of $379,500,000. The June 2009 

Prospectus incorporated by reference Sino's: (1) 2008 AIF; (2) 2007 and 2008 

Annual Consolidated Financial Statements; (3) Amended 2008 Annual MD&A; 

(4) Q1 2009 MD&A; (5) Q1 2008 and 2009 Financial Statements; (6) Q1 2009 

MD&A; (7) Management Information Circular dated April 28, 2009; and (8) the 

Poyry report titled "Valuation of China Forest Corp Assets As at 31 December 

2008" dated April 1, 2009; 
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(d) On June 24, 2009, Sino issued the June 2009 Offering Memorandum for exchange 

of certain of its then outstanding senior notes due 2011 with new notes, pursuant 

to which Sino issued US$212,330,000 in aggregate principal amount of 10.25% 

Guaranteed Senior Notes due 2014. The June 2009 Offering Memorandum 

incorporated by reference: (1) Sino's 2005, 2006 and 2007 Consolidated Annual 

Financial Statements; (2) the auditors' report of BDO dated March 19, 2007 with 

respect to Sino's Consolidated Annual Financial Statements for 2005 and 2006; 

(3) the auditors' report of E&Y dated March 12, 2008 with respect to Sino's 

Consolidated Annual Financial Statements for 2007 except as to notes 2, 18 and 

23; (4) Sino's Consolidated Annual Financial Statements for 2007 and 2008 and 

the auditors' report of E& Y dated March 13, 2009; ( 5) the section entitled "Audit 

Committee" in the 2008 AIF, and the charter of the Audit Committee attached as 

an appendix to the 2008 AIF; and (6) the unaudited interim financial statements 

for the three-month periods ended March 31, 2008 and 2009; 

(e) On December 10, 2009, Sino issued the December 2009 Offering Memorandum 

pursuant to which Sino sold through private placement US$460,000,000 in 

aggregate principal amount of 4.25% convertible senior notes due 2016. This 

Offering Memorandum incorporated by reference: (1) Sino's Consolidated 

Annual Financial Statements for 2005, 2006, 2007; (2) the auditors' report of 

BDO dated March 19, 2007 with respect to Sino's Annual Financial Statements 

for 2005 and 2006; (3) the auditors' report of E&Y dated March 12, 2008 with 

respect to Sino's Consolidated Annual Financial Statements for 2007, except as to 

notes 2, 18 and 23; (4) Sino's Consolidated Annual Financial Statements for 2007 

and 2008 and the auditors' report of E&Y dated March 13, 2009; (5) the 

unaudited interim consolidated financial statements for the nine-month periods 

ended September 30, 2008 and 2009; (6) the section entitled "Audit Committee" 

in the 2008 AIF, and the charter of the Audit Committee attached to the 2008 

AIF; (7) the Poyry report entitled "Sino-Forest Corporation Valuation of China 

Forest Assets as at 31 December 2007"; and (8) the Poyry report entitled "Sino

Forest Corporation Valuation of China Forest Corp Assets as at 31 December 

2008" dated April 1, 2009; 
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On December 10, 2009, Sino issued and filed with SEDAR the December 2009 

Prospectus (together with the June 2007 Prospectus and the June 2009 Prospectus, 

the "Prospectuses") pursuant to which Sino distributed to the public 21,850,000 

common shares at a price of $16.80 per share for gross proceeds of $367,080,000. 

The December 2009 Prospectus incorporated by reference Sino's: (1) 2008 AIF; 

(2) 2007 and 2008 Annual Consolidated Financial Statements; (3) Amended 2008 

Annual MD&A; (4) Q3 2008 and 2009 Financial Statements; (5) Q3 2009 

MD&A; (6) Management Information Circular dated April 28, 2009; and (7) the 

Poyry report titled "Valuation of China Forest Corp Assets As at 31 December 

2008" dated April 1, 2009; 

(g) On February 8, 2010, Sino closed the acquisition of substantially all of the 

outstanding common shares of Mandra Forestry Holdings Limited. Concurrent 

with this acquisition, Sino completed an exchange with holders of 99.7% of the 

USD$195 million notes issued by Mandra Forestry Finance Limited and 96.7% of 

the warrants issued by Mandra Forestry Holdings Limited, for new 10.25% 

guaranteed senior notes issued by Sino in the aggregate principal amount of 

USD$187,177,375 with a maturity date of July 28, 2014. On February 11, 2010, 

Sino exchanged the new 2014 Senior Notes for an additional issue of 

USD$187,187,000 in aggregate principal amount of Sino's existing 2014 Senior 

Notes, issued pursuant to the June 2009 Offering Memorandum; and 

(h) On October 14, 2010, Sino issued the October 2010 Offering Memorandum 

pursuant to which Sino sold through private placement US$600,000,000 in 

aggregate principal amount of 6.25% guaranteed senior notes due 2017. The 

October 2010 Offering Memorandum incorporated by reference: (1) Sino's 

Consolidated Annual Financial Statements for 2007, 2008 and 2009; (2) the 

auditors' report of E&Y dated March 15, 2010 with respect to Sino's Annual 

Financial Statements for 2008 and 2009; and (3) Sino's unaudited interim 

financial statements for the six-month periods ended June 30, 2009 and 2010. 
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64. The offering documents referenced in the preceding paragraph included, or incorporated 

other documents by reference that included, the Representation and the other misrepresentations 

in such documents that are particularized elsewhere herein. Had the truth in regard to Sino's 

management, business and affairs been timely disclosed, securities regulators likely would not 

have receipted the Prospectuses, nor would any of the Offerings have occurred. 

65. Each of Chan, Horsley, Martin and Hyde signed the June 2007 Prospectus, and therein 

falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, CIBC, Merrill and Credit Suisse also signed the June 2007 

Prospectus, and therein falsely certified that, to the best of its knowledge, information and belief, 

that prospectus, together with the documents incorporated therein by reference, constituted full, 

true and plain disclosure of all material facts relating to the securities offered thereby. 

66. Each of Chan, Horsley, Martin and Hyde signed the June 2009 Prospectus, and therein 

falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia and TD also signed the June 

2009 Prospectus, and therein falsely certified that, to the best of its knowledge, information and 

belief, that prospectus, together with the documents incorporated therein by reference, 

constituted full, true and plain disclosure of all material facts relating to the securities offered 

thereby. 

67. Each of Chan, Horsley, Martin and Hyde signed the December 2009 Prospectus, and 

therein falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 
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offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, 

Canaccord and TD also signed the December 2009 Prospectus, and therein falsely certified that, 

to the best of its knowledge, information and belief, that prospectus, together with the documents 

incorporated therein by reference, constituted full, true and plain disclosure of all material facts 

relating to the securities offered thereby. 

68. E& Y consented to the inclusion in: (1) the June 2009 Prospectus, of its audit reports on 

Sino's Audited Annual Financial Statements for 2007 and 2008; (2) the December 2009 

Prospectus, of its audit reports on Sino's Audited Annual Financial Statements for 2007 and 

2008; (3) the July 2008 Offering Memorandum, of its audit reports on Sino's Audited Annual 

Financial Statements for 2007, and its adjustments to Sino's Audited Annual Financial 

Statements for 2005 and 2006; ( 4) the December 2009 Offering Memorandum, of its audit 

reports on Sino's Audited Annual Financial Statements for 2007 and 2008; and (5) the October 

2010 Offering Memoranda, of its audit reports on Sino's Audited Annual Financial Statements 

for 2008 and 2009. 

69. BDO consented to the inclusion in each of the June 2007 and December 2009 

Prospectuses and the July 2008, June 2009 and December 2009 Offering Memoranda of its audit 

reports on Sino's Audited Annual Financial Statements for 2006 and 2005. 

VI. THE MISREPRESENTATIONS 

70. During the Class Period, Sino made the misrepresentations particularized below. These 

misrepresentations related to: 

A. Sino's history and fraudulent origins; 

B. Sino's forestry assets; 

C. Sino's related party transactions; 
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D. Sino's relationships with forestry bureaus and its purported title to forestry assets in the 
PRC; 

E. Sino's relationships with its "Authorized Intermediaries;" 

F. Sino's cash flows; 

G. Certain risks to which Sino was exposed; and 

H. Sino's compliance with GAAP and the Auditors' compliance with GAAS. 

A. Misrepresentations relating to Sino's History and Fraudulent Origins 

(i) Sino Overstates the Value oj and the Revenues Generated by, the Leizhou Joint 
Venture 

71. At the time of its founding by way of reverse merger in 1994, Sino's business was 

conducted primarily through an equity joint venture between Sino's Hong Kong subsidiary, 

Sino-Wood Partners, Limited ("Sino-Wood"), and the Leizhou Forestry Bureau, which was 

situated in Guangdong Province in the south of the PRC. The name of the venture was 

Zhanjiang Leizhou Eucalyptus Resources Development Co. Ltd. ("Leizhou"). The stated 

purpose of Leizhou, established in 1994, was: 

Managing forests, wood processing, the production of wood products and wood 
chemical products, and establishing a production facility with an annual 
production capacity of 50,000 m3 of Micro Density Fiber Board (MDF), 
managing a base of 120,000 mu (8,000 ha) of which the forest annual utilization 
would be 8,000 m3

. 

72. There are two types of joint ventures in the PRC relevant to Sino: equity joint ventures 

('EJV") and cooperating joint ventures ("CJV"). In an EJV, profits and assets are distributed in 

proportion to the parties' equity holdings upon winding up. In a CJV, the parties may contract to 

divide profits and assets disproportionately to their equity interests. 
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73. According to a Sino prospectus issued in January 1997, Leizhou, an EJV, was responsible 

for 20,000 hectares of the 30,000 hectares that Sino claimed to have "phased-in." Leizhou was 

the key driver of Sino's purported early growth. 

74. Sino claimed to hold 53% of the equity in Leizhou, which was to total US$1 0 million, 

and Sino further claimed that the Leizhou Forestry Bureau was to contribute 20,000 ha of 

forestry land. In reality, however, the terms of the EJV required the Leizhou Forestry Bureau to 

contribute a mere 3,533 ha. 

75. What was also unknown to investors was that Leizhou did not generate the sales claimed 

by Sino. More particularly, in 1994, 1995 and 1996, respectively, Sino claimed to have 

generated US$11.3 million, US$23.9 million and US$23.1 million in sales from Leizhou. In 

reality, however, these sales did not occur, or were materially overstated. 

76. Indeed, in an undisclosed letter from Leizhou Forestry Bureau to Zhanjiang City Foreign 

and Economic Relations and Trade Commission, dated February 27, 1998, the Bureau 

complained: 

To: Zhanjiang Municipal Foreign Economic Relations & Trade Commission 

Through mutual consultation between Leizhou Forestry Administration 
(hereinafter referred to as our side) and Sino-Wood Partners Limited (hereinafter 
referred to as the foreign party), and, with the approval document ZJMPZ 
No.021 [1994] issued by your commission on 28th January 1994 for approving 
the contracts and articles of association entered into by both parties, and, with the 
approval certificate WJMZHZZZ No.065 [1994] issued by your commission, 
both parties jointly established Zhanjiang Eucalyptus Resources Development 
Co. Ltd. (hereinafter referred to as the Joint Venture) whose incorporate number 
is 162622-0012 and duly registered the same with Zhanjiang Administration for 
Industry and Commerce and obtained the business license GSQHYZ No.00604 
on 29th January in the same year. It has been 4 years since the registration and 
we set out the situation as follows: 

I. Information of the investment of both sides 
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A. The investment of our side: according to the contract and articles of 
association signed by both sides and approved by your commission, our 
side has paid in RMB95,481,503.29 (equivalent to USD11,640,000.00) to 
the Joint Venture on 20th June 1995 through an in-kind contribution. The 
payment was made in accordance with the prescribed procedures and 
confirmed by signatures of the legal representatives of both parties. 
According to the Capital Verification Report from Yuexi ( ~ iffi) 
Accounting Firm, this payment accounts for 99.1% of the agreed capital 
contribution from our side, which is USD11,750,000, and accounts for 
46.56% of the total investment. 

B. The investment of the foreign party: the foreign party has paid in 
USD1,000,000 on 16th March 1994, which was in the starting period of the 
Joint Venture. According to the Capital Verification Report from Yuexi 
(~iffi) Accounting Firm, this payment only accounts for 7.55% of the 
agreed capital contribution from the foreign party totaling 
USD13,250,000, and accounts for 4% of the total investment. Then, in the 
prescribed investment period, the foreign party did not further pay capital 
into the Joint Venture. In view of this, your commission sent a "Notice on 
Time for Capital Contribution" to the foreign party on 30th January 1996. 
In accordance with the notice, the foreign party then on 1oth April sent a 
letter to your commission, requesting for postponing the deadline for 
capital contribution to 20th December the same year. On 14th May 1996, 
your commission replied to Allen Chan C~-*1!51*), the Chairman of the 
Joint Venture, stating that "postponement of the deadline for capital 
contribution is subject to the consent of our side and requires amendment 
of the term on the capital contribution time in the original contract, and 
both parties shall sign a bilateral supplementary contract; after the 
application has been approved, the postponed deadline will become 
effective.". Based on the spirit of the letter dated 14th May from your 
commission and for the purpose of achieving mutual communication and 
dealing with the issues of the Joint Venture actively and appropriately, on 
11th June 1996, Chan Shixing C~-*1.R~) and two other Directors from our 
side sent a joint letter to Allen Chan (~1!51*), the Chairman of the Joint 
Venture, to propose a meeting of the board to be convened before 30th 
June 1996 in Zhanjiang, in order to discuss how to deal with the issues of 
the Joint Venture in accordance with the relevant State provisions. 
Unfortunately, the foreign party neither had discussion with our side 
pursuant to your commission's letter, nor replied to the proposal of our 
side, and furthermore failed to make payment to the Joint Venture. Now, it 
has been two years beyond the deadline for capital contribution (29th 
January 1996), and more than one year beyond the date prescribed by the 
Notice on Time for Capital Contribution issued by your commission (30th 
April 1996). However, the foreign party has been evading the discussion 
of the capital contribution issue, and moreover has taken no further action. 
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II. The Joint Venture is not capable of attaining substantial 
operation 

According to the contract and articles of association, the main purposes of 
setting up the Joint Venture are, on the one hand, to invest and construct a 
project producing 50,000 cubic meter Medium Density Fiberboard (MDF) 
a year; and on the other hand, to create a forest base of 120,000 mu, with 
which to produce 80,000 cubic meter of timber as raw material for the 
production of medium density fiberboard. The contract and articles of 
association also prescribed that the whole funding required for the MDF 
board project should be paid by the foreign party in cash; our side should 
pay in-kind the proportion of the fund prescribed by the contract. After 
contributing capital of USDJ,OOO,OOO in the early stage, the foreign 
party not only failed to make subsequent capital contributions, but also 
in their own name successively withdrew a total amount of 
RMB4,141,045.02, from the funds they contributed, of which 
USD270,000 was paid to Huadu Baixing Wood Products Factory 
(leltfmEiff;;fcf/f!/J!In, which has no business relationship with the 
Joint Venture. This amount of money equals 47.6% of [the foreign 
party's] paid in capital. Although our side has almost paid off the agreed 
capital contribution (only short 0.9% of the total committed), due to the 
limited contribution from the foreign party and the fact that they 
withdrew a huge amount of money from those funds originally 
contributed by them, it is impossible for the Joint Venture to construct or 
set up production projects and to commence production operation while 
the funds have been insufficient and the foreign party did not pay in the 
majority of the subscribed capital. In fact, the Joint Venture therefore is 
merely a shell, existing in name only. 

Additionally, after the establishment of the Joint Venture, its internal 
operations have been extremely abnormal, for example, annual board 
meetings have not been held as scheduled; annual reports on the status and 
the results of the annual financial audit are missing; the withdrawal of the 
huge amount of funds by the foreign party was not discussed in the board 
meetings, etc. It is hard to list all here. 

In light of the present state of contributions by both sides and the status of 
the Joint Venture from its establishment till now, our side now applies to 
your commission for: 

1. The cancellation of the approval certificate for "Zhanjiang 
Eucalyptus Resources Development Co. Ltd.", i.e. WJMZHZZZ 
No. 065[1994], based on the relevant provisions of Certain 
Regulations on the Subscription of Capital by the Parties to Sino
Foreign Joint Equity Enterprises, 
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2. Direct the Joint Venture to complete the deregistration procedures 
for "Zhanjiang Eucalyptus Resources Development Co. Ltd." at 
the local Administration for Industry and Commerce, and for the 
return of its business license. 

3. Coordination with both parties to resolve the relevant remaining 
Issues. 

Please let us have your reply on whether the above is in order. 

The Seal of the Leizhou Forestry Bureau 

1998, February 27 

[Translation; emphasis added.] 

77. In its 1996 Annual Financial Statements, Sino stated: 

The $14,992,000 due from the LFB represents cash collected from the sale of 
wood chips on behalf of the Leizhou EJV. As originally agreed to by Sino-Wood, 
the cash was being retained by the LFB to fund the ongoing plantation costs of the 
Leizhou EJV incurred by the LFB. Sino-Wood and LFB have agreed that the 
amount due to the Leizhou EJV, after reduction for plantation costs incurred, will 
be settled in 1997 concurrent with the settlement of capital contributions due to 
the Leizhou EJV by Sino-Wood. 

78. These statements were false, inasmuch as Leizhou never generated such sales. Leizhou 

was wound-up in 1998. 

79. At all material times, Sino's founders, Chan and Poon, were fully aware of the reality 

relating to Leizhou, and knowingly misrepresented the true status of Leizhou, as well as its true 

revenues and profits. 

(ii) Sino's Fictitious Investment in SJXT 

80. In Sino's audited financial statements for the year ended December 31, 1997, filed on 

SEDAR on May 20, 1998 (the "1997 Financial Statements"), Sino stated that, in order to 

establish strategic partnerships with key local wood product suppliers and to build a strong 

distribution for the wood-based product and contract supply businesses, it had acquired a 20% 

equity interest in "Shanghai Jin Xiang Timber Ltd." ("SJXT"). Sino then described SJXT as an 
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EJV that had been formed in 1997 by the Ministry of Forestry in China, and declared that its 

function was to organize and manage the first and only official market for timber and log trading 

in Eastern China. It further stated that the investment in SJXT was expected to provide the 

Company with good accessibility to a large base of potential customers and companies in the 

timber and log businesses in Eastern China. 

81. There is, in fact, no entity known as "Shanghai Jin Xiang Timber Ltd." While an entity 

called "Shanghai Jin Xiang Timber Wholesale Market" does exist, Sino did not have, as claimed 

in its disclosure documents, an equity stake in that venture. 

82. According to the 1997 Audited Annual Financial Statements, the total investment of 

SJXT was estimated to be US$9.7 million, of which Sino would be required to contribute 

approximately US$1.9 million for a 20% equity interest. The 1997 Audited Annual Financial 

Statements stated that, as at December 31, 1997, Sino had made capital contributions to SJXT in 

the amount of US$1.0 million. In Sino's balance sheet as at December 31, 1997, the SXJT 

investment was shown as an asset of $1.0 million. 

83. In October 1998, Sino announced an Agency Agreement with SJXT. At that time, Sino 

stated that it would provide 130,000 m3 of various wood products to SJXT over an 18 month 

period, and that, based on then-current market prices, it expected this contract to generate 

"significant revenue" for Sino-Forest amounting to approximately $40 million. The revenues 

that were purportedly anticipated from the SJXT contract were highly material to Sino. Indeed, 

Sino's total reported revenues in 1998 were $92.7 million. 

84. In Sino's Audited Annual Financial Statements for the year ended December 31, 1998, 

which statements were filed on SEDAR on May 18, 1999 (the "1998 Financial Statements"), 

Sino again stated that, in 1997, it had acquired a 20% equity interest in SJXT, that the total 
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investment in SJXT was estimated to be US$9.7 million, of which Sino would be required to 

contribute approximately $1.9 million, representing 20% of the registered capital, and that, as at 

December 31, 1997 and 1998, Sino had made contributions in the amount of US$1.0 million to 

SJXT. In Sino's balance sheet as at December 31, 1998, the SXJT investment was again shown 

as an asset of US$1.0 million. 

85. Sino also stated in the 1998 Audited Annual Financial Statements that, during 1998, the 

sale of logs and lumber to SJXT amounted to approximately US$537,000. These sales were 

identified in the notes to the 1998 Financial Statements as related party transactions. 

86. In Sino's Annual Report for 1998, Chan stated that lumber and wood products trading 

constituted a "promising new opportunity." Chan explained that: 

SJXT represents a very significant development for our lumber and wood 
products trading business. The market is prospering and continues to look very 
promising. Phase I, consisting of 100 shops, is completed. Phases II and III are 
expected to be completed by the year 2000. This expansion would triple the size 
of the Shanghai Timber Market. 

The Shanghai Timber Market is important to Sino-Forest as a generator of 
significant new revenue. In addition to supplying various forest products to the 
market from our own operations, our direct participation in SJXT increases our 
activities in sourcing a wide range of other wood products both from inside 
China and internationally. 

The Shanghai Timber Market is also very beneficial to the development of the 
forest products industry in China because it is the first forest products national 
sub-market in the eastern region of the country. 

[ ... ] 

The market also greatly facilitates Sino-Forest's networking activities, enabling 
us to build new industry relationships and add to our market intelligence, all of 
which increasingly leverage our ability to act as principal in our dealings. 

[Emphasis added.] 
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87. Chan also stated in the 1998 Annual Report that the "Agency Agreement with SJXT [is] 

expected to generate approximately $40 million over 18 months." 

88. In Sino's Annual Report for 1999, Sino stated: 

There are also promising growth opportunities as Sino-Forest's investment in 
Shanghai Jin Xiang Timber Ltd. (SJXT or the Shanghai Timber Market), 
develops. The Company also continues to explore opportunities to establish and 
reinforce ties with other international forestry companies and to bring our e
commerce technology into operation. 

Sino-Forest's investment in the Shanghai Timber Market - the first national 
forest products submarket in eastern China - has provided a strong foundation 
for the Company's lumber and wood products trading business. 

[Emphasis added.] 

89. In Sino's MD&A for the year ended December 31, 1999, Sino also stated that: 

Sales from lumber and wood products trading increased 264% to $34.2 million 
compared to $9.4 million in 1998. The increase in lumber and wood products 
trading is attributable largely to the increase in new business generated from 
our investment in Shanghai Jin Xiang Timber Ltd. (SJXT) and a larger sales 
force in 1999. Lumber and wood products trading on an agency basis has 
increased 35% from $2.3 million in 1998 to $3.1 million in 1999. The increase in 
commission income on lumber and wood products trading is attributable to 
approximately $1.8 million of fees earned from a new customer. 

[Emphasis added.] 

90. That same MD&A, however, also states that "The investment in SJXT has contributed to 

the significant growth of the lumber and wood products trading business, which has recorded an 

increase in sales of 219% from $11.7 million in 1998 to $37.2 million in 1999" (emphasis 

added). 

91. In Sino's Audited Annual Financial Statements for the year ended December 31, 1999, 

which statements were filed on SEDAR on May 18, 2000 (the "1999 Financial Statements"), 

Sino stated: 
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During the year, Shanghai Jin Xiang Timber Ltd. ["SJXT"] applied to increase 
the original total capital contributions of $868,000 [Chinese renminbi 7.2 
million] to $1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to 
make an additional contribution of $278,000 as a result of the increase in total 
capital contributions. The additional capital contribution of $278,000 was made 
in 1999 increasing its equity interest in SJXT from 27.8% to 34.4%. The 
principal activity of SJXT is to organize trading of timber and logs in the PRC 
market. 

[Emphasis added.] 
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92. The statements made m the 1999 Financial Statements contradicted Sino's pnor 

representations in relation to SJXT. Among other things, Sino previously claimed to have made 

a capital contribution of $1,037,000 for a 20% equity interest in SJXT. 

93. In addition, note 2(b) to the 1999 Financial Statements stated that, "[a]s at December 31, 

1999, $796,000 ... advances to SJXT remained outstanding. The advances to SJXT were 

unsecured, non-interest bearing and without a fixed repayment date." Thus, assuming that Sino's 

contributions to SJXT were actually made, then Sino's prior statements in relation to SJXT were 

materially misleading, and violated GAAP, inasmuch as those statements failed to disclose that 

Sino had made to SJXT, a related party, a non-interest bearing loan of $796,000. 

94. In Sino's Audited Annual Financial Statements for the year ended December 31, 2000, 

which statements were filed on SEDAR on May 18, 2000 (the "2000 Financial Statements"), 

Sino stated: 

In 1999, Shanghai Jin Xiang Timber Ltd. ("SJXT") applied to increase the 
original total capital contributions of $868,000 [Chinese renminbi 7.2 million] to 
$1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to make an 
additional contribution of $278,000 as a result of the increase in total capital 
contributions. The additional capital contribution of $278,000 was made in 1999 
increasing its equity interest in SJXT from 27.8% to 34.4%. The principal activity 
of SJXT is to organize the trading of timber and logs in the PRC market. During 
the year, advances to SJXT of $796,000 were repaid. 
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95. In Sino's balance sheet as at December 31,2000, the SJXT investment was shown as an 

asset of $519,000, being the sum of Sino's purported SJXT investment of $1,315,000 as at 

December 31, 1999, and the $796,000 of"advances" purportedly repaid to Sino by SJXT during 

the year ended December 31, 2000. 

96. In Sino's Annual Reports (including the audited annual financial statements contained 

therein) for the years 2001 and beyond, there is no discussion whatsoever of SJXT. Indeed, 

Sino's "promising" and "very significant" investment in SJXT simply evaporated, without 

explanation, from Sino's disclosure documents. In fact, and unbeknownst to the public, Sino 

never invested in a company called "Shanghai Jin Xiang Timber Ltd." Chan and Poon knew, or 

were reckless in not knowing of, that fact. 

97. At all material times, Sino's founders, Chan and Poon, were fully aware of the reality 

relating to SJXT, and knowingly misrepresented the true status of SJXT and Sino's interested 

therein. 

(iii) Sino's Materially Deficient and Misleading Class Period Disclosures regarding 
Sino 's History 

98. During the Class Period, the Sino disclosure documents identified below purported to 

provide investors with an overview of Sino's history. However, those disclosure documents, and 

indeed all of the Impugned Documents, failed to disclose the material fact that, from its very 

founding, Sino was a fraud, inasmuch as its purportedly key investments in Leizhou and SJXT 

were either grossly inflated or fictitious. 

99. Accordingly, the statements particularized m paragraphs 100 to 104 below were 

misrepresentations. The misleading nature of such statements was exacerbated by the fact that, 

throughout the Class Period, Sino's senior management and Board purported to be governed by 
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the Code, which touted the "high standards of ethical conduct, in both words and actions", of 

Sino's senior management and Board. 

100. In the Prospectuses, Sino described its history, but did not disclose that the SJXT 

investment was fictitious, or that the revenues generated by Leizhou were non-existent or grossly 

overstated. 

1 01. In particular, the June 2007 Prospectus stated merely that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act. On June 22, 2004, the Corporation 
filed articles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple-voting shares were 
eliminated. 

102. Similarly, the June 2009 Prospectus stated only that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act. On June 22, 2004, the Corporation 
filed articles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple-voting shares were 
eliminated. 

103. Finally, the December 2009 Prospectus stated only that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1 028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
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Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act (the "CBCA"). On June 22, 2004, 
the Corporation filed articles of amendment whereby its class A subordinate
voting shares were reclassified as Common Shares and its class B multiple-voting 
shares were eliminated. 

104. The failure to disclose the true nature of, and/or Sino's revenues and profits from, SJXT 

and Leizhou in the historical narrative in the Prospectuses rendered those Prospectuses materially 

false and misleading. Those historical facts would have alerted persons who purchased Sino 

shares under the Prospectuses, and/or in the secondary markets, to the highly elevated risk of 

investing in a company that continued to be controlled by Chan and Poon, both of whom were 

founders of Sino, and both of whom had knowingly misrepresented the true nature of Leizhou 

and SJXT from the time of Sino's creation. Thus, Sino was required to disclose those historical 

facts to the Class Members during the Class Period, but failed to do so, either in the Prospectuses 

or in any other Impugned Document. 

B. Misrepresentations relating to Sino's Forestry Assets 

(i) Sino Overstates its Yunnan Forestry Assets 

105. In a press release issued by Sino and filed on SEDAR on March 23, 2007, Sino 

announced that it had entered into an agreement to sell 26 million shares to several institutional 

investors for gross proceeds of US$200 million, and that the proceeds would be used for the 

acquisition of standing timber, including pursuant to a new agreement to purchase standing 

timber in Yunnan Province. It further stated in that press release that Sino-Panel (Asia) Inc. 

("Sino-Panel"), a wholly-owned subsidiary of Sino, had entered on that same day into an 

agreement with Gengma Dai and Wa Tribes Autonomous Region Forestry Company Ltd., 

("Gengma Forestry") established in Lincang City, Yunnan Province in the PRC, and that, under 

that Agreement, Sino-Panel would acquire approximately 200,000 hectares of non-state owned 
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commercial standing timber in Lincang City and surrounding cities in Yunnan for US$700 

million to US$1.4 billion over a 1 0-year period. 

106. These same terms of Sino's Agreement with Gengma Forestry were disclosed in Sino's 

Q1 2007 MD&A. Moreover, throughout the Class Period, Sino discussed its purported Yunnan 

acquisitions in the Impugned Documents, and Poyry repeatedly made statements regarding said 

holdings, as particularized below. 

107. The reported acquisitions did not take place. Sino overstated to a material degree the size 

and value of its forestry holdings in Yunnan Province. It simply does not own all of the trees it 

claims to own in Yunnan. Sino's overstatement of the Yunnan forestry assets violated GAAP. 

108. The misrepresentations about Sino's acquisition and holdings of the Yunnan forestry 

assets were made in all of the Impugned Documents that were MD&As, financial statements, 

AIFs, Prospectuses and Offering Memoranda, except for the 2005 Audited Annual Financial 

Statements, the Q1 2006 interim financial statements, the 2006 Audited Annual Financial 

Statements, the 2006 Annual MD&A. 

(ii) Sino Overstates its Suriname Forestry Assets; Alternatively, Sino fails to Disclose 
the Material Fact that its Suriname Forestry Assets are contrary to the Laws of 
Suriname 

109. In mid-2010, Sino became a majority shareholder of Greenheart Group Ltd., a Bermuda 

corporation having its headquarters in Hong Kong, China and a listing on the Hong Kong Stock 

Exchange ("Greenheart"). 

110. In August 2010, Greenheart issued an aggregate principal amount of US$25,000,000 

convertible notes for gross proceeds of US$24,750,000. The sole subscriber of these convertible 

notes was Greater Sino Holdings Limited, an entity in which Murray has an indirect interest. In 



J i i 878 48 

addition, Chan and Murray then became members of Greenheart's Board, Chan became the 

Board's Chairman, and Martin became the CEO ofGreenheart and a member of its Board. 

111. On August 24, 2010 and December 28, 2010, Greenheart granted to Chan, Martin and 

Murray options to purchase, respectively, approximately 6.8 million, 6.8 million and 1.1 million 

Greenheart shares. The options are exercisable for a five-year term. 

112. As at March 31, 2011, General Enterprise Management Services International Limited, a 

company in which Murray has an indirect interest, held 7,000,000 shares of Greenheart, being 

0.9% of the total issued and outstanding shares of Greenheart. 

113. As a result of the aforesaid transactions and interests, Sino, Chan, Martin and Murray 

stood to profit handsomely from any inflation in the market price of Greenheart' s shares. 

114. At all material times, Greenheart purported to have forestry assets in New Zealand and 

Suriname. On March 1, 2011, Greenheart issued a press release in which it announced that: 

Greenheart acquires certain rights to additional 128,000 hectare concession in 
Suriname 

***** 

312,000 hectares now under Greenheart management 

Hong Kong, March 1, 2011 - Greenheart Group Limited ("Greenheart" or "the 
Company") (HKSE: 00094), an investment holding company with forestry assets in 
Suriname and New Zealand (subject to certain closing conditions) today announced that 
the Company has acquired 60% of Vista Marine Services N. V. ("Vista''), a private 
company based in Suriname, South America that controls certain harvesting rights to a 
128,000 hectares hardwood concession. Vista will be rebranded as part of the 
Greenheart Group. This transaction will increase Greenheart's concessions under 
management in Suriname to approximately 312,000 hectares. The cost of this 
acquisition is not material to the Company as a whole but the Company is optimistic 
about the prospects of Vista and the positive impact that it will bring. The concession is 
located in the Sipalawini district of Suriname, South America, bordering Lake 
Brokopondo and has an estimated annual allowable cut of approximately 100,000 
cubic meters. 
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Mr. Judson Martin, Chief Executive Officer of Greenheart and Vice-Chairman of Sino
Forest Corporation, the Company's controlling shareholder said, "This acquisition is in 
line with our growth strategy to expand our footprint in Suriname. In addition to 
increased harvestable area, this acquisition will bring synergies in sales, marketing, 
administration, financial reporting and control, logistics and overall management. I am 
pleased to welcome Mr. Ty Wilkinson to Greenheart as our minority partner. Mr. 
Wilkinson shares our respect for the people of Suriname and the land and will be 
appointed Chief Executive Officer of this joint venture and be responsible for operating 
in a sustainable and responsible manner. This acquisition further advances Greenheart's 
strategy of becoming a global agri-forestry company. We will continue to actively seek 
well-priced and sustainable concessions in Suriname and neighboring regions in the 
corning months." 

[Emphasis added.] 

115. In its 2010 AIF, filed on SEDAR on March 31, 2011, Sino stated: 

We hold a majority interest in Greenheart Group which, together with its subsidiaries, 
owns certain rights and manages approximately 312,000 hectares of hardwood forest 
concessions in the Republic of Suriname, South America ("Suriname") and 11,000 
hectares of a radiata pine plantation on 13,000 hectares of freehold land in New Zealand 
as at March 31, 2011. We believe that our ownership in Greenheart Group will 
strengthen our global sourcing network in supplying wood fibre for China in a 
sustainable and responsible manner. 

[Emphasis added.] 

116. The statements reproduced in the preceding paragraph were false and/or materially 

misleading when made. Under the Suriname Forest Management Act, it is prohibited for one 

company or a group of companies in which one person or company has a majority interest to 

control more than 150,000 hectares of land under concession. Therefore, either Greenheart' s 

concessions under management in Suriname did not exceed 150,000 hectares, or Greenheart's 

concessions under management in Suriname violated the laws of Suriname, which was a material 

fact not disclosed in any of the Impugned Documents. 

117. In each ofthe October 2010 Offering Memorandum, the 2010 Annual MD&A, the 2010 

AIF, Sino represented that Greenheart had well in excess of 150,000 hectares of concession 
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under management in Suriname without however disclosing that Suriname law imposed a limit 

of 150,000 hectares on Greenheart and its subsidiaries. 

118. Finally, Vista's forestry concessions are located in a region of Suriname populated by the 

Saramaka, an indigenous people. Pursuant to the American Convention on Human Rights and a 

decision of the Inter-American Court of Human Rights, the Saramaka people must have effective 

control over their land, including the management of their reserves, and must be effectively 

consulted by the State of Suriname. Sino has not disclosed in any of the Impugned Documents 

where it has discussed Greenheart and/or Suriname assets that Vista's purported concessions in 

Suriname, if they exist at all, are impaired due to the unfulfilled rights of the indigenous people 

of Suriname, in violation of GAAP. The Impugned Documents that omitted that disclosure were 

the 2010 Annual MD&A, the 2010 Audited Annual Financial Statements, and the 2010 AIF. 

(iii) Sino overstates its Jiangxi Forestry Assets 

119. On June 11, 2009, Sino issued a press release in which it stated: 

Sino-Forest Corporation (TSX: TRE), a leading commercial forest plantation operator in 
China, announced today that its wholly-owned subsidiary, Sino-Panel (China) 
Investments Limited ("Sino-Panel"), has entered into a Master Agreement for the 
Purchase of Pine and Chinese Fir Plantation Forests (the "Jiangxi Master Agreement") 
with Jiangxi Zhonggan Industrial Development Company Limited ("Jiangxi Zhonggan"), 
which will act as the authorized agent for the original plantation rights holders. 

Under the Jiangxi Master Agreement, Sino-Panel will, through PRC subsidiaries of Sino
Forest, acquire between 15 million and 18 million cubic metres (m3) of wood fibre 
located in plantations in Jiangxi Province over a three-year period with a price not to 
exceed RMB300 per m3, to the extent permitted under the relevant PRC laws and 
regulations. The plantations in which such amount of wood fibre to acquire is between 
150,000 and 300,000 hectares to achieve an estimated average wood fibre yield of 
approximately 100 m3 per hectare, and include tree species such as pine, Chinese fir and 
others. Jiangxi Zhonggan will ensure plantation forests sold to Sino-Panel and its PRC 
subsidiaries are non-state-owned, non-natural, commercial plantation forest trees. 

In addition to securing the maximum tree acquisition price, Sino-Panel has pre-emptive 
rights to lease the underlying plantation land at a price, permitted under the relevant PRC 
laws and regulations, not to exceed RMB450 per hectare per annum for 30 years from the 
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time of harvest. The land lease can also be extended to 50 years as permitted under PRC 
laws and regulations. The specific terms and conditions of purchasing or leasing are to be 
determined upon the execution of definitive agreements between the PRC subsidiaries of 
Sino-Panel and Jiangxi Zhonggan upon the authorisation of original plantation rights 
holders, and subject to the requisite governmental approval and in compliance with the 
relevant PRC laws and regulations. 

Sino-Forest Chairman and CEO Allen Chan said, "We are fortunate to have been able 
to capture and support investment opportunities in China's developing forestry sector 
by locking up a large amount of fibre at competitive prices. The Jiangxi Master 
Agreement is Sino-Forest's fifth, long-term, fibre purchase agreement during the past 
two years. These five agreements cover a total plantation area of over one million 
hectares in five of China's most densely forested provinces." 

[Emphasis added.] 

120. According to Sino's 2010 Annual MD&A, as of December 31, 2010, Sino had acquired 

59,700 ha of plantation trees from Jiangxi Zhonggan Industrial Development Company Limited 

("Zhonggan") for US$269 .1 million under the terms of the master agreement. (In its interim 

report for the second quarter of 2011, which was issued after the Class Period, Sino claims that, 

as at June 30, 2011, this number had increased to 69,100 ha, for a purchase price of US$309.6 

million). 

121. However, as was known to Sino, Chan, Poon and Horsley, and as ought to have been 

known to the remaining Individual Defendants, BDO, E&Y and Poyry, Sino's plantation 

acquisitions through Zhonggan are materially smaller than Sino has claimed. 

(iv) Poyry makes Misrepresentations in relation to Sino's Forestry Assets 

122. As particularized above, Sino overstated its forestry assets in Yunnan and Jiangxi 

Provinces in the PRC and in Suriname. Accordingly, Sino's total assets are overstated to a 

material degree in all of the Impugned Documents, in violation of GAAP, and each such 

statement of Sino's total assets constitutes a misrepresentation. 
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123. In addition, during the Class Period, Poyry and entities affiliated with it made statements 

that are misrepresentations in regard to Sino's Yunnan Province "assets," namely: 

(a) In a report dated March 14,2008, filed on SEDAR on March 31,2008 (the "2008 

Valuations"), Poyry: (a) stated that it had determined the valuation of the Sino 

forest assets to be US$3 .2 billion as at 31 December 2007; (b) provided tables and 

figures regarding Yunnan; (c) stated that "Stands in Yunnan range from 20 ha to 

1000 ha," that "In 2007 Sino-Forest purchased an area of mixed broadleaf forest 

in Yunnan Province," that "Broadleaf forests already acquired in Yunnan are all 

mature," and that "Sino-Forest is embarking on a series of forest 

acquisitions/expansion efforts in Hunan, Yunnan and Guangxi;" and (d) provided 

a detailed discussion of Sino's Yunnan "holdings" at Appendixes 3 and 5. 

Poyry's 2008 Valuations were incorporated in Sino's 2007 Annual MD&A, 

amended 2007 Annual MD&A, 2007 AIF, each of the Q1, Q2, and Q3 2008 

MD&As, Annual 2008 MD&A, amended Annual 2008 MD&A, each of the Q 1, 

Q2 and Q3 2009, annual 2009 MD&A, and July 2008 and December 2009 

Offering Memoranda; 

(b) In a report dated April 1, 2009 and filed on SEDAR on April 2, 2009 (the "2009 

Valuations"), Poyry stated that "[t]he area of forest owned in Yunnan has 

quadrupled from around 10 000 ha to almost 40 000 ha over the past year," 

provided figures and tables regarding Yunnan, and stated that "Sino-Forest has 

increased its holding of broadleaf crops in Yunnan during 2008, with this 

province containing nearly 99% of its broadleaf resource." Poyry's 2009 

Valuations were incorporated in Sino's 2008 AIF, each of the Q1, Q2, Q3 2009 

MD&As, Annual 2009 MD&A, June 2009 Offering Memorandum, and June 

2009 and December 2009 Prospectuses; 

(c) In a "Final Report" dated April23, 2010, filed on SEDAR on April30, 2010 (the 

"2010 Valuations"), Poyry stated that "Guangxi, Hunan and Yunnan are the three 

largest provinces in terms of Sino-Forest's holdings. The largest change in area 

by province, both in absolute and relative terms [sic] has been Yunnan, where the 
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area of forest owned has almost tripled, from around 39 000 ha to almost 106 000 

ha over the past year," provided figures and tables regarding Yunnan, stated that 

"Yunnan contains 106 000 ha, including 85 000 ha or 99% ofthe total broadleaf 

forest," stated that "the three provinces of Guangxi, Hunan and Yunnan together 

contain 391 000 ha or about 80% of the total forest area of 491 000 ha" and that 

"[a]lmost 97% of the broadleaf forest is in Yunnan," and provided a detailed 

discussion of Sino's Yunnan "holdings" at Appendixes 3 and 4. Poyry's 2010 

Valuations were incorporated in Sino's 2009 AIF, the annual 2009 MD&A, each 

of the Q 1, Q2 and Q3 2010 MD&As, and the October 2010 Offering 

Memorandum; 

(d) In a "Summary Valuation Report" regarding "Valuation of Purchased Forest 

Crops as at 31 December 201 0" and dated May 27, 2011, Poyry provided tables 

and figures regarding Yunnan, stated that "[t]he major changes in area by species 

from December 2009 to 2010 has been in Yunnan pine, with acquisitions in 

Yunnan and Sichuan provinces" and that "[a]nalysis of [Sino's] inventory data for 

broadleaf forest in Yunnan, and comparisons with an inventory that Poyry 

undertook there in 2008 supported the upwards revision of prices applied to the 

Yunnan broadleaf large size log," and stated that "[t]he yield table for Yunnan 

pine in Yunnan and Sichuan provinces was derived from data collected in this 

species in these provinces by Poyry during other work;" and 

(e) In a press release titled "Summary of Sino-Forest's China Forest Asset 2010 

Valuation Reports" and which was "jointly prepared by Sino-Forest and Poyry to 

highlight key findings and outcomes from the 201 0 valuation reports," Poyry 

reported on Sino's "holdings" and estimated the market value of Sino's forest 

assets on the 754,816 ha to be approximately US$3.1 billion as at December 31, 

2010. 
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C. Misrepresentations relating to Sino's Related Party Transactions 

(i) Related Party Transactions Generally 

124. Under GAAP and GAAS, a "related party" exists "when one party has the ability to 

exercise directly or indirectly, control, joint control or significant influence over the other." 

(CICA Handbook 3840.03) Examples include a parent-subsidiary relationship or an entity that 

is economically dependent upon another. 

125. Related parties raise the concern that transactions may not be conducted at arm's length, 

and pricing or other terms may not be determined at fair market values. For example, when a 

subsidiary "sells" an asset to its parent at a given price, it may not be appropriate that that asset 

be reported on the balance sheet or charged against the earnings of the parent at that price. 

Where transactions are conducted between arm's length parties, this concern is generally not 

present. 

126. The existence of related party transactions is important to investors irrespective of the 

reported dollar values of the transactions because the transactions may be controlled, 

manipulated and/or concealed by management (for example, for corporate purposes or because 

fraudulent activity is involved), and because such transactions may be used to benefit 

management or persons close to management at the expense of the company, and therefore its 

shareholders. 

(ii) Sino fails to disclose that Zhonggan was a Related Party 

127. Irrespective of the true extent of Zhonggan's transactions in Jiangxi forestry plantations, 

Sino failed to disclose, in violation of GAAP, that Zhonggan was a related party of Sino. More 

particularly, according to AIC records, the legal representative of Zhonggan is Lam Hong Chiu, 

who is an executive vice president of Sino. Lam Hong Chiu is also a director and a 50% 
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shareholder of China Square Industrial Limited, a BVI corporation which, according to AIC 

records, owns 80% of the equity of Zhonggan. 

128. The Impugned Documents that omitted that disclosure were the Q2 2009 MD&A, the Q2 

2009 interim financial statements, the Q3 2009 MD&A, the Q3 2009 interim financial 

statements, the December 2009 Prospectus, the 2009 Annual MD&A, the 2009 Audited Annual 

Financial Statements, the 2009 AIF, the Q1 2010 MD&A, the Q1 2010 interim financial 

statements, the Q2 2010 MD&A, the Q2 2010 interim financial statements, the Q3 2010 MD&A, 

the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 Audited Annual 

Financial Statements, and the 2010 AIF. 

(iii) Sino fails to disclose that Homix was a Related Party 

129. On January 12, 2010, Sino issued a press release in which it announced the acquisition by 

one of its wholly-owned subsidiaries of Homix Limited ("Homix"), which it described as a 

company engaged in research and development and manufacturing of engineered-wood products 

in China, for an aggregate amount of US$7 .1 million. That press release stated: 

HOMIX has an R&D laboratory and two engineered-wood production operations based 
in Guangzhou and Jiangsu Provinces, covering eastern and southern China wood product 
markets. The company has developed a number of new technologies with patent rights, 
specifically suitable for domestic plantation logs including poplar and eucalyptus species. 
HOMIX specializes in curing, drying and dyeing methods for engineered wood and has 
the know-how to produce recomposed wood products and laminated veneer lumber. 
Recomposed wood technology is considered to be environment-friendly and versatile as 
it uses fibre from forest plantations, recycled wood and/or wood residue. This reduces the 
traditional use of large-diameter trees from natural forests. There is growing demand for 
recomposed wood technology as it reduces cost for raw material while increases the 
utilization and sustainable use of plantation fibre for the production of furniture and 
interior/exterior building materials. 

[ ... ] 

Mr. Allen Chan, Sino-Forest's Chairman & CEO, said, "As we continue to ramp up our 
replanting programme with improved eucalyptus species, it is important for Sino-Forest 
to continue investing in the research and development that maximizes all aspects of the 
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forest product supply chain. Modernization and improved productivity of the wood 
processing industry in China is also necessary given the country's chronic wood fibre 
deficit. Increased use of technology improves operation efficiency, and maximizes and 
broadens the use of domestic plantation wood, which reduces the need for logging 
domestic natural forests and for importing logs from strained tropical forests. HOMIX 
has significant technological capabilities in engineered-wood processing." 

Mr. Chan added, "By acquiring HOMIX, we intend to use six-year eucalyptus fibre 
instead of 30-year tree fibre from other species to produce quality lumber using 
recomposed technology. We believe that this will help preserve natural forests as well as 
improve the demand for and pricing of our planted eucalyptus trees." 

130. Sino's 2009 Audited Annual Financial Statements, Q1/2010 Unaudited Interim Financial 

Statements, 2010 Audited Annual Financial Statements, the MD&As related to each of the 

aforementioned financial statements, and Sino's AIFs for 2009 and 2010, each discussed the 

acquisition of Homix, but nowhere disclosed that Homix was in fact a related party of Sino. 

131. More particularly, Hua Chen, a Senior Vice President, Administration & Finance, of Sino 

in the PRC, and who joined Sino in 2002, is a 30% shareholder of an operating subsidiary of 

Homix, Jiangsu Dayang Wood Co., Ltd. ("Jiangsu") 

132. In order to persuade current and prospective Sino shareholders that there was a 

commercial justification for the Homix acquisition, Sino misrepresented Homix's patent designs 

registered with the PRC State Intellectual Property Office. In particular, in its 2009 Annual 

Report, Sino stated: 

HOMIX acquisition 

In accordance with our strategy to focus on research and development and to improve the 
end-use of our wood fibre, we acquired HOMIX Ltd. in January 2010 for $7.1 million. 
This corporate acquisition is small but strategically important adding valuable 
intellectual property rights and two engineered-wood processing facilities located in 
Guangdong and Jiangsu Provinces to our operations. Homix has developed 
environment-friendly technology, an efficient process using recomposed technology to 
convert small-diameter plantation logs into building materials and furniture. Since we 
plan to grow high volumes of eucalypt and other FGHY species, this acquisition will help 
us achieve our long-term objectives of maximizing the use of our fibre, supplying a 
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variety of downstream customers and enhancing economic rural development. [Emphasis 
added] 

133. However, Homix itself then had no patent designs registered with the PRC State 

Intellectual Property Office. At that time, Homix had two subsidiaries, Jiangsu and Guangzhou 

Pany Dacheng Wood Co. The latter then had no patent designs registered with the PRC State 

Intellectual Property Office, while Jiangsu had two patent designs. However, each such design 

was for wood dyeing, and not for the conversion of small-diameter plantation logs into building 

materials and furniture. 

(iv) Sino fails to disclose that Yunan Shunxuan was a Related Party 

134. In addition, during the Class Period, Sino purportedly purchased approximately 1,600 

hectares of timber in Yunnan province from Yunnan Shunxuan Forestry Co. Ltd. Yunnan 

Shunxuan was part of Sino, acting under a separate label. Accordingly, it was considered a 

related party for the purposes of the GAAP disclosure requirements, a fact that Sino failed to 

disclose. 

135. The Impugned Documents that omitted that disclosure were the 2009 Annual MD&A, the 

2009 Audited Annual Financial Statements, the 2009 AIF, the Q1 2010 MD&A, the Q1 2010 

interim financial statements, the Q2 2010 MD&A, the Q2 2010 interim financial statements, the 

Q3 2010 MD&A, the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 

Audited Annual Financial Statements, and the 2010 AIF. 

136. Sino's failure to disclose that Yunnan Shunxuan was a related party was a violation of 

GAAP, and a misrepresentation. 

(v) Sino fails to disclose that Yuda Wood was a Related Party 

137. Huaihua City Yuda Wood Co. Ltd., based in Huaihua City, Hunan Province ("Yuda 

Wood"), was a major supplier of Sino at material times. Yuda Wood was founded in April 2006 
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and, from 2007 until2010, its business with Sino totalled approximately 152,164 Ha and RMB 

4.94 billion. 

138. During that period, Yuda Wood was a related party of Sino. Indeed, in the Second 

Report, the IC acknowledged that "there is evidence suggesting close cooperation [between 

Sino and Yuda Wood] (including administrative assistance, possible payment of capital at the 

time of establishment, joint control of certain of Yuda Wood's RMB bank accounts and the 

numerous emails indicating coordination of funding and other business activities)" [emphasis 

added.] 

139. The fact that Yuda Wood was a related party of Sino during the Class Period was a 

material fact and was required to be disclosed under GAAP, but, during the Class Period, that 

fact was not disclosed by Sino in any of the Impugned Documents, or otherwise. 

(vi) Sino fails to Disclose that Major Suppliers were Related Parties 

140. At material times, Sino had at least thirteen suppliers where former Sino employees, 

consultants or secondees are or were directors, officers and/or shareholders of one or more such 

suppliers. Due to these and other connections between these suppliers and Sino, some or all of 

such suppliers were in fact undisclosed related parties of Sino. 

141. Including Yuda Wood, the thirteen suppliers referenced above accounted for 43% of 

Sino's purported plantation purchases between 2006 and the first quarter of 2011. 

142. In none of the Impugned Documents did Sino disclose that any of these suppliers were 

related parties, nor did it disclose sufficient particulars of its relations with such suppliers as 

would have enabled the investing public to ascertain that those suppliers were related parties. 
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D. Misrepresentations relating to Sino's Relations with Forestry Bureaus and its 
Purported Title to Forestry Assets in the PRC 

889 

143. In at least two instances during the Class Period, PRC forestry bureau officials were 

either concurrently or subsequently employees of, or consultants to, Sino. One forestry bureau 

assigned employees to Sino and other companies to assist in the development of the forestry 

industry in its jurisdiction. 

144. In addition, a vice-chief of the forestry bureau was assigned to work closely with Sino, 

and while that vice chief still drew a basic salary from the forestry bureau, he also acted as a 

consultant to Sino in the conduct of Sino's business. This arrangement was in place for several 

years. That vice-chief appeared on Sino's payroll from January 2007 with a monthly payment of 

RMB 15,000, which was significant compared with his forestry bureau salary. 

145. In addition, at material times, Sino and/or its subsidiaries and/or its suppliers made cash 

payments and gave "gifts" to forestry bureau officals, which potentially constituted a serious 

criminal offence under the laws of the PRC. At least some of these payments and gifts were 

made or given in order to induce the recipients to issue "confirmation letters" in relation to 

Sino's purported holdings in the PRC of standing timber. These practices utterly compromised 

the integrity of the process whereby those "confirmation letters" were obtained. 

146. Further, a chief of a forestry bureau who had authorized the issuance of confirmations to 

Sino was arrested due to corruption charges. That forestry bureau had issued confirmations only 

to Sino and to no other companies. Subsequent to the termination of that forestry bureau chief, 

that forestry bureau did not issue confirmations to any company. 

147. The foregoing facts were material because: (1) they undermined the reliability (if any) of 

the documentation upon which Sino relied and continues to rely to establish its ownership of 
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standing timber; and (2) the corruption in which Sino was engaged exposed Sino to potential 

criminal penalties, including substantial fines, as well as a risk of severe reputational damage in 

Sino's most important market, the PRC. 

148. However, none of these facts was disclosed in any of the Impugned Documents. On the 

contrary, Sino only made the following disclosure regarding former government officials in its 

2007 Annual Report (and in no other Impugned Document), which was materially incomplete, 

and a misrepresentation: 

To ensure successful growth, we have trained and promoted staff from within our 
organization, and hired knowledgeable people with relevant working experience 
and industry expertise - some joined us from forestry bureaus in various regions 
and provinces and/or state-owned tree farms. [ ... ] 4. Based in Heyuan, 
Guangdong, Deputy GM responsible for Heyuan plantations, previously with 
forestry bureau; studied at Y angdongxian Dangxiao [Mr. Liang] 5. Based in 
Hunan, Plantation controller, graduated from Hunan Agricultural University, 
previously Assistant Manager of state-owned farm trees in Hunan [Mr. Xie]. 

149. In respect of Sino's purported title to standing timber in the PRC, Sino possessed 

Plantation Rights Certificates, or registered title, only in respect of 18% of its purported holdings 

of standing timber as at December 31, 2010, a fact nowhere disclosed by Sino during the Class 

Period. This fact was highly material to Sino, inasmuch as standing timber comprised a large 

proportion of Sino's assets throughout the Class Period, and in the absence of Plantation Rights 

Certificates, Sino could not establish its title to that standing timber. 

150. Rather than disclose this highly material fact, Sino made the following misrepresentations 

in the following Impugned Documents: 

(a) In the 2008 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased tree plantations and planted tree plantations currently under our 

management, and we are in the process of applying for the plantation rights 
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certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; 

(b) In the 2009 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; and 

(c) In the 2010 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]. 

151. In the absence of Plantation Rights Certificates, Sino relies principally on the purchase 

contracts entered into by its BVI subsidiaries ("BVIs") in order to demonstrate its ownership of 

standing timber. 

152. However, under PRC law, those contracts are void and unenforceable. 

153. In the alternative, if those contracts are valid and enforceable, they are enforceable only 

as against the counterparties through which Sino purported to acquire the standing timber, and 

not against the party who has registered title (if any) to the standing timber. Because some or all 

of those counterparties were or became insolvent, corporate shells or thinly capitalized, then any 

claims that Sino would have against those counterparties under PRC law, whether for unjust 

enrichment or otherwise, were of little to no value, and certainly constituted no substitute for 

registered title to the standing timber which Sino purported to own. 
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154. Sino never disclosed these material facts during the Class Period, whether in the 

Impugned Documents or otherwise. On the contrary, Sino made the following 

misrepresentations in relation to its purported title to standing timber: 

(a) In the July 2008 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(b) In the June 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(c) In the October 2010 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(d) In the 2006 AIF, Sino stated "Based on the supplemental purchase contracts and 

the plantation rights certificates issued by the relevant forestry departments, we 

have the legal right to own our purchased tree plantations"; 

(e) In the 2007 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry departments, we have the legal right to 

own our purchased tree plantations"; 

(f) In the 2008 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

tree plantations"; 
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(g) In the 2009 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the local forestry bureaus, we legally own our purchased 

plantations"; 

(h) In the December 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the local forestry bureaus, we 

legally own our purchased plantations"; and 

(i) In the 2010 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

plantations." 

155. In addition, during the Class Period, Sino never disclosed the material fact, belatedly 

revealed in the Second Report, that "in practice it is not able to obtain Plantation Rights 

Certificates for standing timber purchases when no land transfer rights are transferred'' 

[emphasis added]. 

156. On the contrary, during the Class Period, Sino made the following misrepresentation in 

each of the 2006 and 2007 AIFs: 

Since 2000, the PRC has been improving its system of registering plantation land 
ownership, plantation land use rights and plantation ownership rights and its 
system of issuing certificates to the persons having plantation land use rights, to 
owners owning the plantation trees and to owners of the plantation land. In April 
2000, the PRC State Forestry Bureau announced the "Notice on the 
Implementation of Nationwide Uniform Plantation Right Certificates" (Lin Zi Fa 
[2000] No. 159) on April 19, 2000 (the "Notice"). Under the Notice, a new 
uniform form of plantation rights certificate is to be used commencing from the 
date of the Notice. The same type of new form plantation rights certificate will 
be issued to the persons having the right to use the plantation land, to persons 
who own the plantation land and plantation trees, and to persons having the 
right to use plantation trees. 

[Emphasis added] 



157. Under PRC law, county and provincial forestry bureaus have no authority to issue 

confirmation letters. Such letters cannot be relied upon in a court of law to resolve a dispute and 

are not a guarantee of title. Notwithstanding this, during the Class Period, Sino made the 

following misrepresentations: 

(a) In the 2006 AIF: "In addition, for the purchased tree plantations, we have 

obtained confirmations from the relevant forestry bureaus that we have the 

legal right to own the purchased tree plantations for which we have not received 

certificates" [emphasis added]; and 

(b) In the 2007 AIF: "For our Purchased Tree Plantations, we have applied for the 

relevant Plantation Rights Certificates with the competent local forestry 

departments. As the relevant locations where we purchased our Purchased Tree 

Plantations have not fully implemented the new form Plantation Rights 

Certificate, we are not able to obtain all the corresponding Plantation Rights 

Certificates for our Purchased Tree Plantations. In this connection, we obtained 

confirmation on our ownership of our Purchased Tree Plantations from the 

relevant forestry departments." [emphasis added] 
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E. Misrepresentations relating to Sino's Relationships with its Als 

158. In addition to the misrepresentations alleged above in relation to Sino's Ais, including 

those alleged in Section VI.C hereof (Misrepresentations relating to Sino's Related Party 

Transactions), Sino made the following misrepresentations during the Class Period in relation to 

its relationships with it Ais. 

(i) Sino Misrepresents the Degree of its Reliance on its Als 

159. On March 30, 2007, Sino issued and filed on SEDAR its 2006 AIF. In that AIF, Sino 

stated: 

... PRC laws and regulations require foreign companies to obtain licenses to engage in 
any business activities in the PRC. As a result of these requirements, we currently engage 
in our trading activities through PRC authorized intermediaries that have the requisite 
business licenses. There is no assurance that the PRC government will not take action to 
restrict our ability to engage in trading activities through our authorized intermediaries. 
In order to reduce our reliance on the authorized intermediaries, we intend to use a 
WFOE in the PRC to enter into contracts directly with suppliers of raw timber, and 
then process the raw timber, or engage others to process raw timber on its behalf, and 
sell logs, wood chips and wood-based products to customers, although it would not be 
able to engage in pure trading activities. 

[Emphasis added.] 

160. In its 2007 AIF, which Sino filed on March 28, 2008, Sino again declared its intention to 

reduce its reliance upon Ais. 

161. These statements were false and/or materially misleading when made, inasmuch as Sino 

had no intention to reduce materially its reliance on Ais, because its Ais were critical to Sino's 

ability to inflate its revenue and net income. Rather, these statements had the effect of mitigating 

any investor concern arising from Sino's extensive reliance upon Ais. 

162. Throughout the Class Period, Sino continued to depend heavily upon Ais for its 

purported sales of standing timber. In fact, contrary to Sino's purported intention to reduce its 

reliance on its Ais, Sino's reliance on its Ais in fact increased during the Class Period. 
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(ii) Sino Misrepresents the Tax-related Risks Arising from its use of A!s 

163. Throughout the Class Period, Sino materially understated the tax-related risks arising 

from its use of Als. 

164. Tax evasion penalties in the PRC are severe. Depending on whether the PRC authorities 

seek recovery of unpaid taxes by means of a civil or criminal proceeding, its claims for unpaid 

tax are subject to either a five- or ten-year limitation period. The unintentional failure to pay 

taxes is subject to a 0.05% per day interest penalty, while an intentional failure to pay taxes is 

punishable with fines of up to five times the unpaid taxes, and confiscation of part or all of the 

criminal's personal properties maybe also imposed. 

165. Therefore, because Sino professed to be unable to determine whether its Ais have paid 

required taxes, the tax-related risks arising from Sino's use of Als were potentially devastating. 

Sino failed, however, to disclose these aspects of the PRC tax regime in its Class Period 

disclosure documents, as alleged more particularly below. 

166. Based upon Sino's reported results, Sino's tax accruals in all of its Impugned Documents 

that were interim and annual financial statements were materially deficient. For example, 

depending on whether the PRC tax authorities would assess interest at the rate of 18.75% per 

annum, or would assess no interest, on the unpaid income taxes of Sino's BVI subsidiaries, and 

depending also on whether one assumes that Sino's Ais have paid no income taxes or have paid 

50% of the income taxes due to the PRC, then Sino's tax accruals in its 2007, 2008, 2009 and 

2010 Audited Annual Financial Statements were understated by, respectively, US$10 million to 

US$150 million, US$50 million to US$260 million, US$81 million to US$371 million, and 

US$83 million to US$493 million. Importantly, were one to consider the impact of unpaid taxes 

other than unpaid income taxes (for example, unpaid value-added taxes), then the amounts by 
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which Sino's tax accruals were understated in these financial statements would be substantially 

larger. 

167. The aforementioned estimates of the amounts by which Sino's tax accruals were 

understated also assume that the PRC tax authorities only impose interest charges on Sino's BVI 

Subsidiaries and impose no other penalties for unpaid taxes, and assume further that the PRC 

authorities seek back taxes only for the preceding five years. As indicated above, each of these 

assumptions is likely to be unduly optimistic. In any case, Sino's inadequate tax accruals 

violated GAAP, and constituted misrepresentations. 

168. Sino also violated GAAP in its 2009 Audited Annual Financial Statements by failing to 

apply to its 2009 financial results the PRC tax guidance that was issued in February 2010. 

Although that guidance was issued after year-end 2009, GAAP required that Sino apply that 

guidance to its 2009 financial results, because that guidance was issued in the subsequent events 

period. 

169. Based upon Sino's reported profit margins on its dealings with Ais, which margins are 

extraordinary both in relation to the profit margins of Sino's peers, and in relation to the limited 

risks that Sino purports to assume in its transactions with its Ais, Sino's Ais are not satisfying 

their tax obligations, a fact that was either known to the Defendants or ought to have been 

known. If Sino's extraordinary profit margins are real, then Sino and its Ais must be dividing 

the gains from non-payment of taxes to the PRC. 

170. During the Class Period, Sino never disclosed the true nature of the tax-related risks to 

which it was exposed. This omission, in violation of GAAP, rendered each of the following 

statements a misrepresentation: 
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In the 2006 Annual Financial Statements, note 11 [b] "Provision for tax related 

liabilities" and associated text; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the AIF dated March 30, 2007, the section "Estimation of the Company's 

provision for income and related taxes," and associated text; 

(d) In the Q1 and Q2 2007 Financial Statements, note 5 "Provision for Tax Related 

Liabilities," and associated text; 

(e) In the Q3 2007 Financial Statements, note 6 "Provision for Tax Related 

Liabilities," and associated text; 

(f) In the 2007 Annual Financial Statements, note 13 [b] "Provision for tax related 

liabilities," and associated text; 

(g) In the 2007 Annual MD&A and Amended 2007 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(h) In the AIF dated March 28, 2008, the section "Estimation of the Corporation's 

provision for income and related taxes," and associated text; 

(i) In the Q1, Q2 and Q3 2008 Financial Statements, note 12 "Provision for Tax 

Related Liabilities," and associated text; 

G) In the Q 1, Q2 and Q3 2008 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(k) In the July 2008 Offering Memorandum, the subsection "Taxation" in the section 

"Management's Discussion and Analysis of Financial Condition and Results of 

Operations," and associated text; 
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(I) In the 2008 Annual Financial Statements, note 13 [ d] "Provision for tax related 

liabilities," and associated text; 

(m) In the 2008 Annual MD&A and Amended 2008 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(n) In the AIF dated March 31, 2009, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

(o) In the Q1, Q2 and Q3 2009 Financial Statements, note 13 "Provision for Tax 

Related Liabilities," and associated text; 

(p) In the Q1, Q2 and Q3 2009 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

( q) In the 2009 Annual Financial Statements, note 15 [d) "Provision for tax related 

liabilities," and associated text; 

(r) In the 2009 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(s) In the AIF dated March 31, 2010, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

(t) In the Q1 and Q2 2010 Financial Statements, note 14 "Provision for Tax Related 

Liabilities," and associated text; 

(u) In the Q1 and Q2 2010 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 
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In the Q3 2010 Financial Statements, note 14 "Provision and Contingencies for 

Tax Related Liabilities," and associated text; and 

(w) In the Q3 2010 MD&As, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; 

(x) In the October 2010 Offering Memorandum, the subsection "Taxation" in the 

section "Selected Financial Information," and associated text; 

(y) In the 201 0 Annual Financial Statements, note 18 "Provision and Contingencies 

for Tax Related Liabilities," and associated text; 

(z) In the 2010 Annual MD&A, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; and 

(aa) In the AIF dated March 31, 2011, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text. 

171. In every Impugned Document that is a financial statement, the line item ",A ... ccounts 

payable and accrued liabilities" and associated figures on the Consolidated Balance Sheets fails 

to properly account for Sino's tax accruals and is a misrepresentation, and a violation of GAAP. 

172. During the Class Period, Sino also failed to disclose in any of the Impugned Documents 

that were AlPs, MD&As, financial statements, Prospectuses or Offering Memoranda, the risks 

relating to the repatriation of its earnings from the PRC. In 2010, Sino added two new sections 

to its AIF regarding the risk that it would not be able to repatriate earnings from its BVI 

subsidiaries (which deal with the Als). The amount of retained earnings that may not be able to 

be repatriated is stated therein to be US$1.4 billion. Notwithstanding this disclosure, Sino did not 
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disclose in these Impugned Documents that it would be unable to repatriate any earnings absent 

proof of payment of PRC taxes, which it has admitted that it lacks. 

(iii) Sino Misrepresents its Accounting Treatment of its Als 

173. In addition, there are material discrepancies in Sino's descriptions of its accounting 

treatment of its Ais. Beginning in the 2003 AIF, Sino described its Ais as follows: 

Because of the provisions in the Operational Procedures that specify when we and 
the authorized intermediary assume the risks and obligations relating to the raw 
timber or wood chips, as the case may be, we treat these transactions for 
accounting purposes as providing that we take title to the raw timber when it is 
delivered to the authorized intermediary. Title then passes to the authorized 
intermediary once the timber is processed into wood chips. Accordingly, we treat 
the authorized intermediaries for accounting purposes as being both our 
suppliers and customers in these transactions. 

[Emphasis added.] 

174. Sino's disclosures were consistent in that regard up to and including Sino's first AIF 

issued in the Class Period (the 2006 AIF), which states: 

Because of the provisions in the Operational Procedures that specify when we and 
the AI assume the risks and obligations relating to the raw timber or wood chips, 
as the case may be, we treat these transactions for accounting purposes as 
providing that we take title to the raw timber when it is delivered to the AI. Title 
then passes to the AI once the timber is processed into wood chips. Accordingly, 
we treat the AI for accounting purposes as being both our supplier and 
customer in these transactions. 

[Emphasis added.] 

175. In subsequent AIFs, Sino ceased without explanation to disclose whether it treated Ais 

for accounting purposes as being both the supplier and the customer. 

176. Following the issuance of Muddy Waters' report on the last day of the Class Period, 

however, Sino declared publicly that Muddy Waters was "wrong" in its assertion that, for 

accounting purposes, Sino treated its Ais as being both supplier and customer in transactions. 

This claim by Sino implies either that Sino misrepresented its accounting treatment of Ais in its 
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2006 AIF (and in its AIFs for prior years), or that Sino changed its accounting treatment of its 

Ais after the issuance of its 2006 AIF. If the latter is true, then Sino was obliged by GAAP to 

disclose its change in its accounting treatment of its Ais. It failed to do so. 

F. Misrepresentations relating to Sino's Cash Flow Statements 

177. Given the nature of Sino's operations, that of a frequent trader of standing timber, Sino 

improperly accounted for its purchases of timber assets as "Investments" in its Consolidated 

Statements Of Cash Flow. In fact, such purchases are "Inventory" within the meaning of GAAP, 

given the nature of Sino's business. 

178. Additionally, Sino violated the GAAP 'matching' principle in treating timber asset 

purchases as "Investments" and the sale of timber assets as "Inventory": cash flow that came into 

the company was treated as cash flow from operations, but cash flow that was spent by Sino was 

treated as cash flow for investments. As a result, "Additions to timber holding" was improperly 

treated as a "Cash Flows Used In Investing Activities" instead of "Cash Flows From Operating 

Activities" and the item "Depletion of timber holdings included in cost of sales" should not be 

included in "Cash Flows From Operating Activities," because it is not a cash item. 

179. The effect of these misstatements is that Sino's Cash Flows From Operating Activities 

were materially overstated throughout the Class Period, which created the impression that Sino 

was a far more successful cash generator than it was. Such mismatching and misclassification is 

a violation of GAAP. 

180. Cash Flows From Operating Activities are one of the crucial metrics used by the financial 

analysts who followed Sino's performance. These misstatements were designed to, and did, 

have the effect of causing such analysts to materially overstate the value of Sino. This material 
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overstatement was incorporated into vanous research reports made available to the Class 

Members, the market and the public at large. 
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181. Matching is a foundational requirement of GAAP reporting. E& Y and BDO were aware, 

at all material times, that Sino was required to adhere to the matching principle. If E& Y and 

BDO had conducted GAAS-complaint audits, they would have been aware that Sino's reporting 

was not GAAP compliant with regard to the matching principle. Accordingly, if they had 

conducted GAAS-compliant audits, the statements by E&Y and BDO that Sino's reporting was 

GAAP-compliant were not only false, but were made, at a minimum, recklessly. 

182. Further, at all material times, E&Y and BDO were aware that misstatements in Cash 

Flows From Operating Activities would materially impact the market's valuation of Sino. 

183. Accordingly, in every Impugned Document that is a financial statement, the Consolidated 

Statements Of Cash Flow are a misrepresentation and, particularly, the Cash Flows From 

Operating Activities item and associated figures is materially overstated, the "additions to timber 

holdings" item and figures is required to be listed as Cash Flows From Operating Activities, and 

the "depletion of timber holdings included in cost of sales" item and figures should not have 

been included. 
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G. Misrepresentations relating to Certain Risks to which Sino was exposed 

(i) Sino is conducting "business activities" in China 

184. At material times, PRC law required foreign entities engaging in "business activities" in 

the PRC to register to obtain and maintain a license. Violation of this requirement could have 

resulted in both administrative sanctions and criminal punishment, including banning the 

unlicensed business activities, confiscating illegal income and properties used exclusively 

therefor, and/or an administrative fines of no more than RMB 500,000. Possible criminal 

punishment included a criminal fine from 1 to 5 times the amount of the profits gained. 

185. Consequently, were Sino's BVI subsidiaries to have been engaged in unlicensed in 

"business activities" in the PRC during the Class Period, they would have been exposed to risks 

that were highly material to Sino. 

186. Under PRC law, the term "business activities" generally encompasses any for-profit 

activities, and Sino's BVI subsidiaries were in fact engaged in unlicensed "business activities" in 

the PRC during the Class Period. However, Sino did not disclose this fact in any of the 

Impugned Documents, including in its AIFs for 2008-2010, which purported to make full 

disclosure of the material risks to which Sino was then exposed. 

(ii) Sino fails to disclose that no proceeds were paid to it by its Als 

187. In the Second Report, Sino belatedly revealed that: 

In practice, proceeds from the Entrusted Sale Agreements are not paid to SF but 
are held by the Ais as instructed by SF and subsequently used to pay for further 
purchases of standing timber by the same or other BVIs. The Ais will continue to 
hold these proceeds until the Company instructs the Ais to use these proceeds to 
pay for new BVI standing timber purchases. No proceeds are directly paid to the 
Company, either onshore or offshore. 

[Emphasis added] 
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188. This material fact was never disclosed in any of the Impugned Documents during the 

Class Period. On the contrary, Sino made the following statements during the Class Period in 

relation to the proceeds paid to it by its Ais, each of which was materially misleading and 

therefore a misrepresentation: 

(a) In the 2005 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other PRC liabilities" [emphasis added]; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the 2006 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other liabilities denominated in Renminbi" [emphasis added]; 

(d) In the 2007 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi;" 

(e) In the 2008 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; 

(f) In the 2009 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; and 



906 

(g) 
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In the 201 0 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]. 

H. Misrepresentations relating to Sino's GAAP Compliance and the Auditors' GAAS 
Compliance 

(i) Sino, Chan and Horsley misrepresent that Sino complied with GAAP 

189. In each of its Class Period financial statements, Sino represented that its financial 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

190. In particular, Sino misrepresented m those financial statements that it was GAAP-

compliant as follows: 

(a) In the annual statements filed on March 19, 2007, at Note 1: "These consolidated 

financial statements Sino-Forest Corporation (the "Company") have been 

prepared in United States dollars in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual financial statements filed on March 18, 2008, at Note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 

(c) In the annual financial statements filed on March 16, 2009, at note 1 : "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 
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(d) In the annual financial statements filed on March 16, 2010, at note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; and 

(e) In the annual financial statements filed on March 15, 2011 , at note 1 : "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles". 

191. In each of its Class Period MD&As, Sino represented that its reporting was GAAP-

compliant, which was a misrepresentation for the reasons set out elsewhere herein. 

192. In particular, Sino misrepresented in those MD&As that it was GAAP-compliant as 

follows: 

(a) In the annual MD&A filed on March 19, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(b) In the quarterly MD&A filed on May 14, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(c) In the quarterly MD&A filed on August 13, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(d) In the quarterly MD&A filed on November 12, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 
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(e) In the annual MD&A filed on March 18, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(f) In the amended annual MD&A filed on March 28, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(g) In the quarterly MD&A filed on May 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(h) In the quarterly MD&A filed on August 12, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(i) In the quarterly MD&A filed on November 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

G) In the annual MD&A filed on March 16, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(k) In the amended annual MD&A filed on March 17, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(1) In the quarterly MD&A filed on May 11, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(m) In the quarterly MD&A filed on August 10, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 
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(n) In the quarterly MD&A filed on November 12, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(o) In the annual MD&A files on March 16, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(p) In the quarterly MD&A filed on May 12, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(q) In the quarterly MD&A filed on August 10, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(r) In the quarterly MD&A filed on November 10, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; and 

( s) In the annual MD&A filed on March 15, 2011: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")." 

193. In the Offerings, Sino represented that its reporting was GAAP-compliant, which was a 

misrepresentation for the reasons set out elsewhere herein. 

194. In particular, Sino misrepresented in the Offerings that it was GAAP-compliant as 

follows: 

(a) In the July 2008 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 



910 80 

financial statements in accordance with auditing standards generally accepted in 

Canada" and "Each of the foregoing reports or financial statements will be 

prepared in accordance with Canadian generally accepted accounting principles 

other than for reports prepared for financial periods commencing on or after 

January 1, 2011 [ ... ]"; 

(b) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada," "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP ," "Our audited and consolidated 

financial statements for the years ended December 31, 2006, 2007 and 2008 and 

our unaudited interim consolidated financial statements for the three-month 

periods ended March 31, 2008 and 2009 have been prepared in accordance with 

Canadian GAAP"; 

(c) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada" and "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP"; and 

(d) In the October 2010 Offering Memorandum: "We prepare our financial 

statements on a consolidated basis in accordance with accounting principles 

generally accepted in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct 

their audit of our financial statements in accordance with auditing standards 

generally accepted in Canada," "The audited and unaudited consolidated financial 

statements were prepared in accordance with Canadian GAAP ," "Our audited and 

consolidated financial statements for the years ended December 31, 2007, 2008 

and 2009 and our unaudited interim consolidated financial statements for the six-
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month periods ended June 30, 2009 and 2010 have been prepared in accordance 

with Canadian GAAP." 

195. In the Class Period Management's Reports, Chan and Horsley represented that Sino's 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

196. In particular, Chan and Horsley misrepresented in those Management's Reports that 

Sino's financial statements were GAAP-compliant as follows: 

(a) In the annual statements filed on March 19, 2007 Chan and Horlsey stated: "The 

consolidated financial statements contained in this Annual Report have been 

prepared by management in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual financial statements filed on March 18, 2008 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(c) In the annual financial statements filed on March 16, 2009 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(d) In the annual financial statements filed on March 16, 2010 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; and 

(e) In the annual financial statements filed on March 15, 2011 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

911 
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have been prepared by management m accordance with Canadian generally 

accepted accounting principles." 

(ii) E& Y and BDO misrepresent that Sino complied with GAAP and that they complied 
with GAAS 

197. In each of Sino's Class Period annual financial statements, E&Y or BDO, as the case 

may be, represented that Sino's reporting was GAAP-compliant, which was a misrepresentation 

for the reasons set out elsewhere herein. In addition, in each such annual financial statement, 

E& Y and BDO, as the case may be, represented that they had conducted their audit in 

compliance with GAAS, which was a misrepresentation because they did not in fact conduct 

their audits in accordance with GAAS. 

198. In particular, E&Y and BDO misrepresented that Sino's financial statements were 

GAAP-compliant and that they had conducted their audits in compliance with GAAS as follows: 

(a) In Sino's annual financial statements filed on March 19, 2007, BDO stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2006 and 2005 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the June 2007 Prospectus, BDO stated: "We have complied with Canadian 

generally accepted standards for an auditor's involvement with offering 

documents"; 

(c) In Sino's annual financial statements filed on March 18, 2008, E& Y stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 
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December 31, 2007 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting principles. 

The financial statements as at December 31, 2006 and for the year then ended 

were audited by other auditors who expressed an opinion without reservation on 

those statements in their report dated March 19, 2007"; 

(d) In the July 2008 Offering Memorandum, BDO stated: "We conducted our audit in 

accordance with Canadian generally accepted auditing standards" and "In our 

opinion, these consolidated financial statements present fairly, in all material 

respects, the financial position of the Company as at December 31, 2006 and 2005 

and the results of its operations and its cash flows for the years then ended in 

accordance with Canadian generally accepted accounting principles" and E& Y 

stated "We conducted our audit in accordance with Canadian generally accepted 

auditing standards" and "In our opinion, these consolidated financial statements 

present fairly, in all material respects, the financial position of the Company as at 

December 31, 2007 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting 

principles"; 

(e) In Sino's annual financial statements filed on March 16, 2009, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2008 and 2007 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(f) In Sino's annual financial statements filed on March 16, 2010, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2009 and 2008 and the results of its operations and its cash flows 
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for the years then ended m accordance with Canadian generally accepted 

accounting principles"; and 

(g) In Sino's annual financial statements filed on March 15, 2011, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards." and "In our opinion, the consolidated financial statements present 

fairly, in all material respects, the financial position of Sino-Forest corporation as 

at December 31, 2010 and 2009 and the results of its operations and cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles." 

(iii) The Market Relied on Sino's Purported GAAP-compliance and E&Y's and BDO's 
purported GAAS-compliance in Sino's Financial Reporting 

199. As a public company, Sino communicated the results it claimed to have achieved to the 

Class Members via quarterly and annual financial results, among other disclosure documents. 

Sino's auditors, E&Y and BDO, as the case may be, were instrumental in the communication of 

Sino's financial information to the Class Members. The auditors certified that the financial 

statements were compliant with GAAP and that they had performed their audits in compliance 

with GAAS. Neither was true. 

200. The Class Members invested in Sino's securities on the critical premise that Sino's 

financial statements were in fact GAAP-compliant, and that Sino's auditors had in fact 

conducted their audits in compliance with GAAS. Sino's reported financial results were also 

followed by analysts at numerous financial institutions. These analysts promptly reported to the 

market at large when Sino made earnings announcements, and incorporated into their Sino-

related analyses and reports Sino's purportedly GAAP-compliant financial results. These 

analyses and reports, in tum, significantly affected the market price for Sino's securities. 
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201. The market, including the Class Members, would not have relied on Sino's financial 

reporting had the auditors disclosed that Sino's financial statements were not reliable or that they 

had not followed the processes that would have amply revealed that those statements were 

reliable. 

VII. CHAN'S AND HORSLEY'S FALSE CERTIFICATIONS 

202. Pursuant to National Instrument 52-109, the defendants Chan, as CEO, and Horsley, as 

CFO, were required at the material times to certify Sino's annual and quarterly MD&As and 

Financial Statements as well as the AIFs (and all documents incorporated into the AIFs). Such 

certifications included statements that the filings "do not contain any untrue statement of a 

material fact or omit to state a material fact required to be stated or that is necessary to make a 

statement not misleading in light of the circumstances under which it was made" and that the 

reports "fairly present in all material respects the financial condition, results of operations and 

cash flows of the issuer." 

203. As particularized elsewhere herein, however, the Impugned Documents contained the 

Representation, which was false, as well as the other misrepresentations alleged above. 

Accordingly, the certifications given by Chan and Horsley were false and were themselves 

misrepresentations. Chan and Horsley made such false certifications knowingly or, at a 

minimum, recklessly. 

VIII. THE TRUTH IS REVEALED 

204. On June 2, 2011, Muddy Waters issued its initial report on Sino, and stated in part 

therein: 
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Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds. It has 
always been a fraud - reporting excellent results from one of its early joint 
ventures- even though, because of TRE's default on its investment obligations, 
the JV never went into operation. TRE just lied. 

The foundation of TRE's fraud is a convoluted structure whereby it claims to run 
most of its revenues through "authorized intermediaries" ("AI"). Als are 
supposedly timber trader customers who purportedly pay much of TRE's value 
added and income taxes. At the same time, these Als allow TRE a gross margin of 
55% on standing timber merely for TRE having speculated on trees. 

The sole purpose of this structure is to fabricate sales transactions while having an 
excuse for not having the VAT invoices that are the mainstay of China audit 
work. If TRE really were processing over one billion dollars in sales through Als, 
TRE and the Als would be in serious legal trouble. No legitimate public company 
would take such risks - particularly because this structure has zero upside. 

[ ... ] 

On the other side of the books, TRE massively exaggerates its assets. TRE 
significantly falsifies its investments in plantation fiber (trees). It purports to have 
purchased $2.891 billion in standing timber under master agreements since 2006 
[ ... ] 

[ ... ] 

Valuation 

Because TRE has $2.1 billion in debt outstanding, which we believe exceeds the 
potential recovery, we value its equity at less than $1.00 per share. 

205. Muddy Waters' report also disclosed that (a) Sino's business is a fraudulent scheme; (b) 

Sino systemically overstated the value of its assets; (c) Sino failed to disclose various related 

party transactions; (d) Sino misstated that it had enforced high standards of governance; (e) Sino 

misstated that its reliance on the Als had decreased; (f) Sino misrepresented the tax risk 

associated with the use of Als; and (g) Sino failed to disclose the risks relating to repatriation of 

earnings from PRC. 

206. After Muddy Waters' initial report became public, Sino shares fell to $14.46, at which 

point trading was halted (a decline of 20.6% from the pre-disclosure close of $18.21). When 
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trading was allowed to resume the next day, Sino's shares fell to a close of $5.23 (a decline of 

71.3% from June 1). 

207. On November 13, 2011 Sino released the Second Report in redacted form. Therein, the 

Committee summarized its findings: 

B. Overview of Principal Findings 

The following sets out a very high level overview of the IC's principal findings 
and should be read in conjunction with the balance of this report. 

Timber Ownership 

[ ... ] 

The Company does not obtain registered title to BVI purchased plantations. In 
the case of the BVIs' plantations, the IC has visited forestry bureaus, Suppliers 
and Ais to seek independent evidence to establish a chain of title or payment 
transactions to verify such acquisitions. The purchase contracts, set-off 
arrangement documentation and forestry bureau confirmations constitute the 
documentary evidence as to the Company's contractual or other rights. The IC 
has been advised that the Company's rights to such plantations could be open to 
challenge. However, Management has advised that, to date, it is unaware of any 
such challenges that have not been resolved with the Suppliers in a manner 
satisfactory to the Company. 

Forestry Bureau Confirmations and Plantation Rights Certificates 

Registered title, through Plantation Rights Certificates is not available in the 
jurisdictions (i.e. cities and counties) examined by the IC Advisors for standing 
timber that is held without land use/lease rights. Therefore the Company was not 
able to obtain Plantation Rights Certificates for its BVIs standing timber assets 
in those areas. In these circumstances, the Company sought confirmations from 
the relevant local forestry bureau acknowledging its rights to the standing timber. 

The IC Advisors reviewed forestry bureau confirmations for virtually all BVIs 
assets and non-Mandra WFOE purchased plantations held as at December 31, 
2010. The IC Advisors, in meetings organized by Management, met with a 
sample of forestry bureaus with a view to obtaining verification of the Company's 
rights to standing timber in those jurisdictions. The result of such meetings to date 
have concluded with the forestry bureaus or related entities having issued new 
confirmations as to the Company's contractual rights to the Company in respect 
of 111,177 Ha. as of December 31,2010 and 133,040 Ha. as ofMarch 31,2011, 
and have acknowledged the issuance of existing confirmations issued to the 
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Company as to certain rights, among other things, in respect of 113,058 Ha. as of 
December 31,2010. 

Forestry bureau confirmations are not officially recognized documents and are 
not issued pursuant to a legislative mandate or, to the knowledge of the IC, a 
published policy. It appears they were issued at the request of the Company or 
its Suppliers. The confirmations are not title documents, in the Western sense of 
that term, although the IC believes they should be viewed as comfort indicating 
the relevant forestry bureau does not dispute SF's claims to the standing timber to 
which they relate and might provide comfort in case of disputes. The purchase 
contracts are the primary evidence of the Company's interest in timber assets. 

In the meetings with forestry bureaus, the IC Advisors did not obtain significant 
insight into the internal authorization or diligence processes undertaken by the 
forestry bureaus in issuing confirmations and, as reflected elsewhere in this 
report, the IC did not have visibility into or complete comfort regarding the 
methods by which those confirmations were obtained. It should be noted that 
several Suppliers observed that SF was more demanding than other buyers in 
requiring forestry bureau confirmations. 

Book Value of Timber 

Based on its review to date, the IC is satisfied that the book value of the BVIs 
timber assets of $2.476 billion reflected on its 2010 Financial Statements and of 
SP WFOE standing timber assets of $298.6 million reflected in its 2010 Financial 
Statements reflects the purchase prices for such assets as set out in the BVIs and 
WFOE standing timber purchase contracts reviewed by the IC Advisors. Further, 
the purchase prices for such BVIs timber assets have been reconciled to the 
Company's financial statements based on set-off documentation relating to such 
contracts that were reviewed by the IC. However, these comments are also 
subject to the conclusions set out above under "Timber Ownership" on title and 
other rights to plantation assets. 

The IC Advisors reviewed documentation acknowledging the execution of the 
set-off arrangements between Suppliers, the Company and Ais for the 2006-2010 
period. However, the IC Advisors were unable to review any documentation of 
Ais or Suppliers which independently verified movements of cash in connection 
with such set-off arrangements between Suppliers, the Company and the Ais 
used to settle purchase prices paid to Suppliers by Ais on behalf of SF. We note 
also that the independent valuation referred to in Part VIII below has not yet been 
completed. 

Revenue Reconciliation 

As reported in its First Interim Report, the IC has reconciled reported 2010 total 
revenue to the sales prices in BVIs timber sales contracts, together with macro 
customer level data from other businesses. However, the IC was unable to review 
any documentation of Ais or Suppliers which independently verified movements 
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of cash in connection with set-off arrangements used to settle purchase prices 
paid, or sale proceeds received by, or on behalf of SF. 

Relationships 

• Yuda Wood: The IC is satisfied that Mr. Huang Ran is not currently an 
employee of the Company and that Yuda Wood is not a subsidiary of the 
Company. However, there is evidence suggesting close cooperation (including 
administrative assistance, possible payment of capital at the time of 
establishment, joint control of certain of Yuda Wood's RMB bank accounts and 
the numerous emails indicating coordination of funding and other business 
activities). Management has explained these arrangements were mechanisms that 
allowed the Company to monitor its interest in the timber transactions. Further, 
Huang Ran (a Yuda Wood employee) has an ownership and/or directorship in 
a number of Suppliers (See Section VI.B). The IC Advisors have been introduced 
to persons identified as influential backers of Yuda Wood but were unable to 
determine the relationships, if any, of such persons with Yuda Wood, the 
Company or other Suppliers or Als. Management explanations of a number of 
Yuda Wood-related emails and answers to E&Y's questions are being reviewed 
by the IC and may not be capable of independent verification. 

• Other: The IC's review has identified other situations which require further 
review. These situations suggest that the Company may have close relationships 
with certain Suppliers, and certain Suppliers and Als may have cross
ownership and other relationships with each other. The IC notes that in the 
interviews conducted by the IC with selected Als and Suppliers, all such parties 
represented that they were independent of SF. Management has very recently 
provided information and analysis intended to explain these situations. The IC is 
reviewing this material from Management and intends to report its findings in this 
regard in its final report to the Board. Some of such information and explanations 
may not be capable of independent verification. 

• Accounting Considerations: To the extent that any of SF's purchase and sale 
transactions are with related parties for accounting purposes, the value of these 
transactions as recorded on the books and records of the Company may be 
impacted. 

[ ... ] 

BVI Structure 

The BVI structure used by SF to purchase and sell standing timber assets could be 
challenged by the relevant Chinese authorities as the undertaking of "business 
activities" within China by foreign companies, which may only be undertaken by 
entities established within China with the requisite approvals. However, there is 
no clear definition of what constitutes "business activities" under Chinese law and 
there are different views among the IC's Chinese counsel and the Company's 
Chinese counsel as to whether the purchase and sale of timber in China as 
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undertaken by the BVIs could be considered to constitute "business activities" 
within China. In the event that the relevant Chinese authorities consider the BVIs 
to be undertaking "business activities" within China, they may be required to 
cease such activities and could be subject to other regulatory action. As 
regularization of foreign businesses in China is an ongoing process, the 
government has in the past tended to allow foreign companies time to restructure 
their operations in accordance with regulatory requirements (the cost of which is 
uncertain), rather than enforcing the laws strictly and imposing penalties without 
notice. See Section II.B.2 

C. Challenges 

Throughout its process, the IC has encountered numerous challenges in its 
attempts to implement a robust independent process which would yield reliable 
results. Among those challenges are the following: 

(a) Chinese Legal Regime for Forestry: 

• national laws and policies appear not yet to be implemented at all local levels; 

• in practice, none of the local jurisdictions tested in which BVIs hold standing 
timber appears to have instituted a government registry and documentation system 
for the ownership of standing timber as distinct from a government registry 
system for the ownership of plantation land use rights; 

• the registration of plantation land use rights, the issue of Plantation Rights 
Certificates and the establishment of registries, is incomplete in some jurisdictions 
based on the information available to the IC; 

• as a result, title to standing timber, when not held in conjunction with a land 
use right, cannot he definitively proven by reference to a government 
maintained register; and 

• Sino-Forest has requested confirmations from forestry bureaus of its acquisition 
of timber holdings (excluding land leases) as additional evidence of ownership. 
Certain forestry bureaus and Suppliers have indicated the confirmation was 
beyond the typical diligence practice in China for acquisition of timber holdings. 

(b) Obtaining Information from Third Parties: For a variety of reasons, all of them 
outside the control of the IC, it is very difficult to obtain information from third 
parties in China. These reasons include the following: 

• many of the third parties from whom the IC wanted information (e.g., Als, 
Suppliers and forestry bureaus) are not compellable by the Company or 
Canadian legal processes; 

• third parties appeared to have concerns relating to disclosure of information 
regarding their operations that could become public or fall into the hands of 
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Chinese government authorities: many third parties explained their reluctance to 
provide requested documentation and information as being "for tax reasons" 
hut declined to elaborate; and 

• awareness of MW allegations, investigations and information gathering by the 
OSC and other parties, and court proceedings; while not often explicitly 
articulated, third parties had an awareness of the controversy surrounding SF and 
a reluctance to be associated with any of these allegations or drawn into any of 
these processes. 

[ ... ] 

(e) Corporate Governance/Operational Weaknesses: Management has asserted 
that business in China is based upon relationships. The IC and the IC Advisors 
have observed this through their efforts to obtain meetings with forestry bureaus, 
Suppliers and Als and their other experience in China. The importance of 
relationships appears to have resulted in dependence on a relatively small group 
of Management who are integral to maintaining customer relationships, 
negotiating and finalizing the purchase and sale of plantation fibre contracts and 
the settlement of accounts receivable and accounts payable associated with 
plantation fibre contracts. This concentration of authority or lack of segregation of 
duties has been previously disclosed by the Company as a control weakness. As a 
result and as disclosed in the 201 0 MD&A, senior Management in their ongoing 
evaluation of disclosure controls and procedures and internal controls over 
financial reporting, recognizing the disclosed weakness, determined that the 
design and controls were ineffective. The Chairman and Chief Financial Officer 
provided annual and quarterly certifications of their regulatory filings. Related to 
this weakness the following challenges presented themselves in the examination 
by the IC and the IC Advisors: 

• operational and administration systems that are generally not sophisticated 
having regard to the size and complexity of the Company's business and in 
relation to North American practices; including: 

• incomplete or inadequate record creation and retention practices; 

• contracts not maintained in a central location; 

• significant volumes of data maintained across multiple locations on 
decentralized servers; 

• data on some servers in China appearing to have been deleted on an 
irregular basis, and there is no back-up system; 

• no integrated accounting system: accounting data is not maintained on a 
single, consolidated application, which can require extensive manual 
procedures to produce reports; and 
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• a treasury function that was centralized for certain major financial 
accounts, but was not actively involved in the control or management of 
numerous local operations bank accounts; 

• no internal audit function although there is evidence the Company has 
undertaken and continues to assess its disclosure controls and procedures and 
internal controls over financial reporting using senior Management and 
independent control consultants; 

• SF employees conduct Company affairs from time to time using personal 
devices and non-corporate email addresses which have been observed to be 
shared across groups of staff and changed on a periodic and organized basis; this 
complicated and delayed the examination of email data by the IC Advisors; and 

• lack of full cooperation/openness in the ICs examination from certain members 
of Management. 

(f) Complexity, Lack of Visibility into, and Limitations of BVIs Model: The use 
of Als and Suppliers as an essential feature of the BVIs standing timber 
business model contributes to the lack of visibility into title documentation, cash 
movements and tax liability since cash settlement in respect of the BVIs 
standing timber transactions takes place outside of the Company's books. 

(g) Cooperation and openness of the Company's executives throughout the 
process: From the outset, the IC Advisors sought the full cooperation and support 
of Allen Chan and the executive management team. Initially, the executive 
management team appeared ill-prepared to address the IC's concerns in an 
organized fashion and there was perhaps a degree of culture shock as 
Management adjusted to the IC Advisors' examination. In any event, significant 
amounts of material information, particularly with respect to the relationship 
with Yuda Wood, interrelationships between Als and/or Suppliers, were not 
provided to the IC Advisors as requested. In late August 2011 on the instructions 
ofthe IC, interviews of Management were conducted by the IC Advisors in which 
documents evidencing these connections were put to the Management for 
explanation. As a result of these interviews (which were also attended by BJ) the 
Company placed certain members of Management on administrative leave upon 
the advice of Company counsel. At the same time the OSC made allegations in 
the CTO of Management misconduct. 

[ ... ] 

(h) Independence of the IC Process: The cooperation and collaboration ofthe IC 
with Management (operating under the direction of the new Chief Executive 
Officer) and with Company counsel in completing certain aspects of the IC's 
mandate has been noted by the OSC and by E& Y. Both have questioned the 
degree of independence of the IC from Management as a result of this 
interaction. The IC has explained the practical impediments to its work in the 
context of the distinct business culture (and associated issues of privacy) in the 
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forestry sector in China in which the Company operates. Cooperation of third 
parties in Hong Kong and China, including employees, depends heavily on 
relationships and trust. As noted above, the Company's placing certain members 
of Management on administrative leave, as well as the OSC's allegations in the 
CTO, further hampered the IC's ability to conduct its process. As a result, the 
work of the IC was frequently done with the assistance of, or in reliance on, the 
new Chief Executive Officer and his Management team and Company counsel. 
Given that Mr. Martin was, in effect, selected by the IC and BJ was appointed in 
late June 2011, the IC concluded that, while not ideal, this was a practical and 
appropriate way to proceed in the circumstances. As evidenced by the increased 
number of scheduled meetings with forestry bureaus, Suppliers and Ais, and, very 
recently, the delivery to the IC of information regarding Ais and Suppliers and 
relationships among the Company and such parties, it is acknowledged that Mr. 
Martin's involvement in the process has been beneficial. It is also acknowledged 
that in executing his role and assisting the IC he has had to rely on certain of the 
members of Management who had been placed on administrative leave. 

[Emphasis added] 

208. On January 31, 2012, Sino released the Final Report. In material part, it read: 

This Final Report of the IC sets out the activities undertaken by the IC since mid
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
now at the point of diminishing returns because much of the information which 
it is seeking lies with non-compellable third parties, may not exist or is 
apparently not retrievable from the records of the Company. 

In December 2011, the Company defaulted under the indentures relating to its 
outstanding bonds with the result that its resources are now more focused on 
dealing with its bondholders. This process is being overseen by the Restructuring 
Committee appointed by the Board. Pursuant to the Waiver Agreement dated 
January 18, 2012 between the Company and the holders of a majority of the 
principal amount of its 2014 Notes, the Company agreed, among other things, that 
the final report ofthe IC to the Board would be made public by January 31,2012. 

Given the circumstances described above, the IC understands that, with the 
delivery ofthis Final Report, its review and examination activities are terminated. 
the IC does not expect to undertake further work other than assisting with 
responses to regulators and the RCMP as required and engaging in such further 
specific activities as the IC may deem advisable or the Board may instruct. The 
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IC has asked the IC Advisors to remain available to assist and advise the IC upon 
its instructions. 

[ ... ] 

II. RELATIONSHIPS 

The objectives of the IC's examination of the Company's relationships with its 
Ais and Suppliers were to determine, in light of the MW allegations, if such 
relationships are arm's length and to obtain, if possible, independent verification 
of the cash flows underlying the set-off transactions described in Section II.A of 
the Second Interim Report. That the Company's relationships with its Als and 
Suppliers be arm's length is relevant to SF's ability under GAAP to: 

• book its timber assets at cost in its 2011 and prior years' financial statements, 
both audited and unaudited 

• recognize revenue from standing timber sales as currently reflected in its 2011 
and prior years' financial statements, both audited and unaudited. 

A. Yuda Wood 

Yuda Wood was founded in April 2006 and was until 2010 a Supplier of SF. Its 
business with SF from 2007 to 2010 totalled approximately 152,164 Ha and RMB 
4.94 billion. Section VI.A and Schedule VI.A.2(a) of the Second Interim Report 
described the MW allegations relating to Yuda Wood, the review conducted by 
the IC and its findings to date. The IC concluded that Huang Ran is not currently 
an employee, and that Yuda Wood is not a subsidiary, of the Company. However, 
there is evidence suggesting a close cooperation between SF and Yuda Wood 
which the IC had asked Management to explain. At the time the Second Interim 
Report was issued, the IC was continuing to review Management's explanations 
of a number of Yuda Wood-related emails and certain questions arising there
from. 

Subsequent to the issuance of its Second Interim Report in mid-November, the IC, 
with the assistance of the IC Advisors, has reviewed the Management responses 
provided to date relating to Yuda Wood and has sought further explanations and 
documentary support for such explanations. This was supplementary to the 
activities of the Audit Committee of SF and its advisors who have had during this 
period primary carriage of examining Management's responses on the interactions 
of SF and Yuda Wood. While many answers and explanations have been 
obtained, the IC believes that they are not yet sufficient to allow it to fully 
understand the nature and scope of the relationship between SF and Yuda 
Wood. Accordingly, based on the information it has obtained, the IC is still 
unable to independently verify that the relationship of Yuda Wood is at arm's 
length to SF. It is to be noted that Management is of the view that Yuda Wood is 
unrelated to SF for accounting purposes. The IC remains satisfied that Yuda is 
not a subsidiary of SF. Management continues to undertake work related to Yuda 
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Wood, including seeking documentation from third parties and responding to e
mails where the responses are not yet complete or prepared. Management has 
provided certain banking records to the Audit Committee that the Audit 
Committee advises support Management's position that SF did not capitalize 
Yuda Wood (but that review is not yet completed). The IC anticipates that 
Management will continue to work with the Audit Committee, Company counsel 
and E& Y on these issues. 

B. Other Relationships 

Section VI.B.1 of the Second Interim Report described certain other relationships 
which had been identified in the course of the IC's preparation for certain 
interviews with Ais and Suppliers. These relationships include (i) thirteen 
Suppliers where former SF employees, consultants or secondees are or have 
been directors, officers and/or shareholders (including Yuda Wood); (ii) an AI 
with a former SF employee in a senior position; (iii) potential relationships 
between Als and Suppliers; (iv) set-off payments for BVI standing timber 
purchases being made by companies that are not Als and other setoff 
arrangements involving non-A/ entities; (v) payments by Als to potentially 
connected Suppliers; and (vi) sale of standing timber to an AI potentially 
connected to a Supplier of that timber. Unless expressly addressed herein, the 
IC has no further update of a material nature on the items raised above. 

On the instructions of the IC, the IC Advisors gave the details of these possible 
relationships to Management for further follow up and explanation. Just prior to 
the Second Interim Report, Management provided information regarding Ais and 
Suppliers relationships among the Company and such parties. 

This information was in the form of a report dated November 10, 2011, 
subsequently updated on November 21, 2011 and January 20, 2012 (the latest 
version being the "Kaitong Report") prepared by Kaitong Law Firm ("Kaitong"), 
a Chinese law firm which advises the Company. The Kaitong Report has been 
separately delivered to the Board. Kaitong has advised that much of the 
information in the Kaitong Report was provided by Management and has not 
been independently verified by such law firm or the /C. 

[ ... ] 

The Kaitong Report generally describes certain relationships amongst Ais and 
Suppliers and certain relationships between their personnel and Sino-Forest, 
either identified by Management or through SAIC and other searches. The 
Kaitong Report also specifically addresses certain relationships identified in the 
Second Interim Report. The four main areas of information in the Kaitong Report 
are as follows and are discussed in more detail below: 

(i) Backers to Suppliers and Ais: The Kaitong Report explains the concept of 
"backers" to both Suppliers and Ais. The Kaitong Report suggests that backers 
are individuals with considerable influence in political, social or business circles, 
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or all three. The Kaitong Report also states that such backers or their identified 
main business entities do not generally appear in SAIC filings by the Suppliers or 
Als as shareholders thereof and, in most instances, in any other capacity. 

(ii) Suppliers and Als with Former SF Personnel: The appendices to the 
Kaitong Report list certain Suppliers that have former SF personnel as 
current shareholders. 

(iii) Common Shareholders Between Suppliers and Als: The Kaitong Report 
states that there are 5 Suppliers and 3 Als with current common shareholders 
but there is no cross majority ownership positions between Suppliers and Als. 

(iv) Transactions Involving Suppliers and Als that have Shareholders in common: 
The Kaitong Report states that, where SF has had transactions with Suppliers and 
Als that have certain current shareholders in common as noted above, the subject 
timber in those transactions is not the same; that is, the timber which SF buys 
from such Suppliers and the timber which SF sells to such Als are located in 
different counties or provinces. 

The IC Advisors have reviewed the Kaitong Report on behalf of the IC. The IC 
Advisors liaised with Kaitong and met with Kaitong and current and former 
Management. A description of the Kaitong Report and the IC's findings and 
comments are summarized below. By way of summary, the Kaitong Report 
provides considerable information regarding relationships among Suppliers and 
Als, and between them and SF, but much of this information related to the 
relationship of each backer with the associated Suppliers and Als is not supported 
by any documentary or other independent evidence. As such, some of the 
information provided is unverified and, particularly as it relates to the nature of 
the relationships with the backers, is viewed by the IC to be likely unverifiable 
by it. 

1. Backers to Suppliers and Als 

[ ... ] 

Given the general lack of information on the backers or the nature and scope of 
the relationships between the Suppliers orAls and their respective backers and the 
absence of any documentary support or independent evidence of such 
relationships, the IC has been unable to reach any conclusion as to the existence, 
nature or importance of such relationships. As a result, the IC is unable to assess 
the implications, if any, of these backers with respect to SF's relationships with 
its Suppliers orAls. Based on its experience to date, including interviews with 
Suppliers and Als involving persons who have now been identified as backers 
in the Kaitong Report, the IC believes that it would be very difficult for the IC 
Advisors to arrange interviews with either the Als or Suppliers or their 
respective backers and, if arranged, that such interviews would yield very little, 
if any, verifiable information to such advisors. The IC understands Management 
is continuing to seek meetings with its Als and Suppliers with the objective of 
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obtaining information, to the extent such is available, that will provide further 
background to the relationships to the Audit Committee. 

[ ... ] 

2. Suppliers and Ais with Former SF Personnel 

The Appendices to the Kaitong Report list the Suppliers with former SF personnel 
as current shareholders. According to the information previously obtained by the 
IC Advisors, the identification of former SF personnel indicated in the Kaitong 
Report to be current shareholders of past or current Suppliers is correct. 

(a) Suppliers with former SF personnel 

The Kaitong Report, which is limited to exammmg Suppliers where ex-SF 
employees are current shareholders as shown in SAIC filings, does not provide 
material new information concerning Suppliers where former SF employees were 
identified by the IC in the Second Interim Report as having various past or present 
connections to current or former Suppliers except that the Kaitong Report 
provides an explanation of two transactions identified in the Second Interim 
Report. These involved purchases of standing timber by SF from Suppliers 
controlled by persons who were employees of SF at the time of these transactions. 
Neither of the Suppliers have been related to an identified backer in the Kaitong 
Report. The explanations are similar indicating that neither of the SF employees 
was an officer in charge of plantation purchases or one of SF's senior 
management at the time of the transactions. The employees in question were 
Shareholder #14 in relation to a RMB 49 million purchase from Supplier #18 in 
December 2007 (shown in SAIC filings to be 100% owned by him) and 
Shareholder #20 in relation to a RMB 3.3 million purchase from Supplier #23 
(shown in SAIC filings to be 70% owned by him) in October 2007. The Kaitong 
Report indicates Shareholder #20 is a current employee of SF who then had 
responsibilities in SF's wood board production business. 

The IC is not aware that the employees' ownership positions were brought to the 
attention of the Board at the time of the transactions or, subsequently, until the 
publication of the Second Interim Report and understands the Audit Committee 
will consider such information. 

(b) Ais with former SF personnel 

The Kaitong Report indicates that no SF employees are listed in SAIC filing 
reports as current shareholders of Ais. Except as noted herein, the IC agrees with 
this statement. The Kaitong Report does not address the apparent role of an ex
employee Officer #3 who was introduced to the IC as the person in charge of AI 
#2 by Backer #5 of AI Conglomerate # 1. Backer #5 is identified in the Kaitong 
Report as a backer of two Ais, including AI#2. (The Kaitong Report properly 
does not include AI #14. as an AI for this purpose, whose 100% shareholder is 
former SF employee Officer #3. However, the IC is satisfied that the activities of 
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this entity primarily relate to certain onshoring transactions that facilitated the 
transfer of SF BVI timber assets to SF WFOE subsidiaries.) 

There was one other instance where a past shareholding relationship has been 
identified between an AI # 10 and persons who were previously or are still shown 
on the SF human resources records, Shareholder #26 and Shareholder #27. 
Management has explained that such entity sold wood board processing and other 
assets to SF and that the persons associated with that company consulted with SF 
after such sale in relation to the purchased wood board processing assets. Such 
entity subsequently also undertook material timber purchases as an AI of SF in 
2007-2008 over a time period in which such persons are shown as shareholders 
of such AI in the SAIC filing reviewed (as to 47.5% for Shareholder #26 and as 
to 52.5% for Shareholder #27). That time period also intersects the time that 
Shareholder #26 is shown in such human resources records and partially 
intersects the time that Shareholder #27 is shown on such records. 
Management has also explained that Shareholder #26 subsequent to the time of 
such AI sales became an employee of a SF wood board processing subsidiary. 
Management has provided certain documentary evidence of its explanations. 
The IC understands that the Audit Committee will consider this matter. 

3. Common Shareholders between Supplier and Als 

The Kaitong Report states that there are 5 Suppliers and 3 Als that respectively 
have certain common current shareholders but also states that there is no cross 
control by those current shareholders of such Suppliers or Als based on SAIC 
filings. The Kaitong Report correctly addresses current cross shareholdings in 
Suppliers and Als based on SAIC filings but does not address certain other 
shareholdings. With the exception of one situation of cross control in the past, the 
IC has not identified a circumstance in the SAIC filings reviewed where the same 
person controlled a Supplier at the time it controlled a different AI. The one 
exception is that from April 2002 to February 2006, AI #13 is shown in SAIC 
filings as the 90% shareholder of Supplier/A/ #14. AI #13 did business with SF 
BVIs from 2005 through 2007 and Supplier/A/ #14 supplied SF BVIs from 
2004 through 2006. However, the IC to date has only identified one contract 
involving timber bought from Supplier/A/ #14 that was subsequently sold to AI 
#13. It involved a parcel of 2,379 Ha. timber sold to AI #13 in December 2005 
that originated from a larger timber purchase contract with Supplier/A/ #14 
earlier that year. Management has provided an explanation for this 
transaction. The IC understands that the Audit Committee will consider this 
matter. 

4. Transactions involving Suppliers and Als with Current Shareholders m 
Common 

The Kaitong Report states that where SF has had transactions with 5 Suppliers 
and 3 Als that have current shareholders in common (but no one controlling 
shareholder) as shown in SAIC filings, the subject timber in the transactions they 
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each undertook with SF is not the same; that is, the timber which SF buys from 
the Suppliers and the timber which SF sells to the Ais where the Supplier and AI 
have a current common shareholder were located in different areas and do not 
involve the same plots of timber. The Kaitong Report further states that where 
SF has had transactions with 5 Suppliers and 3 Ais with current shareholders in 
common as shown in SAIC filings, SF had transactions with those Ais prior to 
having transactions with those Suppliers, thus SF was not overstating its 
transactions by buying and selling to the same counterparties. 

[ ... ] 

The Kaitong Report does not specifically address historical situations involving 
common shareholders and potential other interconnections between Ais and 
Suppliers that may appear as a result of the identification of backers. There is 
generally no ownership connection shown in SAIC filings between backers and 
the Suppliers and Ais associated with such backers in the Kaitong Report. 

[ ... ] 

VI. OUTSTANDING MATTERS 

As noted in Section I above, the IC understands that with the delivery of this 
report, its examination and review activities are terminated. The IC would expect 
its next steps may include only: 

(a) assisting in responses to regulators and RCMP as required; and 

(b) such other specific activities as it may deem advisable or the Board may 
instruct. 

[Emphasis added] 

IX. SINO REWARDS ITS EXPERTS 

929 

209. Bowland, Hyde and West are former E&Y partners and employees. They served on 

Sino's Audit Committee but purported to exercise oversight of their former E&Y colleagues. In 

addition, Sino's Vice-President, Finance (Corporate), Thomas M. Maradin, is a former E&Y 

employee. 
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210. The charter of Sino's Audit Committee required that Ardell, Bowland, Hyde and West 

"review and take action to eliminate all factors that might impair, or be perceived to impair, the 

independence of the Auditor." Sino's practice of appointing E& Y personnel to its board - and 

paying them handsomely (for example, Hyde was paid $163,623 by Sino in 2010, $115,962 in 

2009, $57,000 in 2008 and $55,875 in 2007, plus options and other compensation)- undermined 

the Audit Committee's oversight ofE&Y. 

211. E& Y' s independence was impaired by the significant non-audit fees it was paid during 

2008-2010, which total $712,000 in 2008, $1,225,000 in 2009 and $992,000 in 2010. 

212. Further, Andrew Fyfe, the former Asia-Pacific President for Poyry Forestry Industry Ltd, 

was appointed Chief Operating Officer of Greenheart, and is the director of several Sino 

subsidiaries. Fyfe signed the Poyry valuation report dated June 30, 2004, March 22, 2005, March 

23, 2006, March 14, 2008 and April1, 2009. 

213. George Ho, Sino's Vice President, Finance (China), is a former Senior Manager of the 

BDO. 

X. THE DEFENDANTS' RELATIONSHIP TO THE CLASS 

214. By virtue of their purported accounting, financial and/or managerial acumen and 

qualifications, and by virtue of their having assumed, voluntarily and for profit, the role of 

gatekeepers, the Defendants had a duty at common law, informed by the Securities Legislation 

and/or the CECA, to exercise care and diligence to ensure that the Impugned Documents fairly 

and accurately disclosed Sino's financial condition and performance in accordance with GAAP. 

215. Sino is a reporting issuer and had an obligation to make timely, full, true and accurate 

disclosure of material facts and changes with respect to its business and affairs. 
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216. The Individual Defendants, by virtue of their positions as senior officers and/or directors 

of Sino, owed a duty to the Class Members to ensure that public statements on behalf of Sino 

were not untrue, inaccurate or misleading. The continuous disclosure requirements in Canadian 

securities law mandated that Sino provide the Impugned Documents, including quarterly and 

annual financial statements. These documents were meant to be read by Class Members who 

acquired Sino's Securities in the secondary market and to be relied on by them in making 

investment decisions. This public disclosure was prepared to attract investment, and Sino and the 

Individual Defendants intended that Class Members would rely on public disclosure for that 

purpose. With respect to Prospectuses and Offering Memoranda, these documents were prepared 

for primary market purchasers. They include detailed content as mandated under Canadian 

securities legislation, national instruments and OSC rules. They were meant to be read by the 

Class Members who acquired Sino's Securities in the primary market, and to be relied on by 

them in making decisions about whether to purchase the shares or notes under the Offerings to 

which these Prospectuses and Offering Memoranda related. 

217. Chan and Horsley had statutory obligations under Canadian securities law to ensure the 

accuracy of disclosure documents and provided certifications in respect of the annual reports, 

financial statements and Prospectuses during the Class Period. The other Individual Defendants 

were directors of Sino during the Class Period and each had a statutory obligation as a director 

under the CECA to manage or supervise the management of the business and affairs of Sino. 

These Individual Defendants also owed a statutory duty of care to shareholders under section 122 

of the CECA. In addition, Poon, along with Chan, co-founded Sino and has been its president 

since 1994. He is intimately aware of Sino's operations and as a long-standing senior officer, he 
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had an obligation to ensure proper disclosure. Poon authorized, permitted or acquiesced in the 

release of the Impugned Documents. 

218. BDO and E&Y acted as Sino's auditors and provided audit reports in Sino's annual 

financial statements that were directed to shareholders. These audit reports specified that BDO 

and E& Y had conducted an audit in accordance with GAAS, which was untrue, and included 

their opinions that the financial statements presented fairly, in all material respects, the financial 

position of Sino, the results of operations and Sino's cash flows, in accordance with GAAP. 

BDO and E& Y knew and intended that Class Members would rely on the audit reports and 

assurances about the material accuracy of the financial statements. 

219. Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD each 

signed one or more of the Prospectuses and certified that, to the best of its knowledge, 

information and belief, the particular prospectus, together with the documents incorporated 

therein by reference, constituted full, true and plain disclosure of all material facts relating to the 

securities offered thereby. These defendants knew that the Class Members who acquired Sino's 

Securities in the primary market would rely on these assurances and the trustworthiness that 

would be credited to the Prospectuses because of their involvement. Further, those Class 

Members that purchased shares under these Prospectuses purchased their shares from these 

defendants as principals. 

220. Credit Suisse USA, TD and Bane of America acted as initial purchasers or dealer 

managers for one or more of the note Offerings. These defendants knew that persons purchasing 

these notes would rely on the trustworthiness that would be credited to the Offering Memoranda 

because of their involvement. 



103 

XI. THE PLAINTIFFS' CAUSES OF ACTION 

A. Negligent Misrepresentation 

221. As against all Defendants except Poyry and the Underwriters, and on behalf of all Class 

Members who acquired Sino's Securities in the secondary market, the Plaintiffs plead negligent 

misrepresentation for all of the Impugned Documents except the Offering Memoranda. 

222. Labourers and Wong, on behalf of Class Members who purchased Sino Securities in one 

of the distributions to which a Prospectus related, plead negligent misrepresentation as against 

Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Dundee, Merrill, 

Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD for the Prospectuses. 

223. Grant, on behalf of Class Members who purchased Sino Securities in one of the 

distributions to which an Offering Memorandum related, pleads negligent misrepresentation as 

against Sino, BDO and E& Y for the Offering Memoranda. 

224. In support of these claims, the sole misrepresentation that the Plaintiffs plead is the 

Representation. The Representation is contained in the language relating to GAAP 

particularized above, and was untrue for the reasons particularized elsewhere herein. 

225. The Impugned Documents were prepared for the purpose of attracting investment and 

inducing members of the investing public to purchase Sino securities. The Defendants knew and 

intended at all material times that those documents had been prepared for that purpose, and that 

the Class Members would rely reasonably and to their detriment upon such documents in making 

the decision to purchase Sino securities. 

226. The Defendants further knew and intended that the information contained in the 

Impugned Documents would be incorporated into the price of Sino's publicly traded securities 

933 
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such that the trading price of those securities would at all times reflect the information contained 

in the Impugned Documents. 

227. As set out elsewhere herein, the Defendants, other than Poyry, Credit Suisse USA and 

Bane of America, had a duty at common law to exercise care and diligence to ensure that the 

Impugned Documents fairly and accurately disclosed Sino's financial condition and performance 

in accordance with GAAP. 

228. These Defendants breached that duty by making the Representation as particularized 

above. 

229. The Plaintiffs and the other Class Members directly or indirectly relied upon the 

Representation in making a decision to purchase the securities of Sino, and suffered damages 

when the falsity of the Representation was revealed on June 2, 2011. 

230. Alternatively, the Plaintiffs and the other Class Members relied upon the Representation 

by the act of purchasing Sino securities in an efficient market that promptly incorporated into the 

price of those securities all publicly available material information regarding the securities of 

Sino. As a result, the repeated publication of the Representation in these Impugned Documents 

caused the price of Sino's shares to trade at inflated prices during the Class Period, thus directly 

resulting in damage to the Plaintiffs and Class Members. 

B. Statutory Claims, Negligence, Oppression, Unjust Enrichment and Conspiracy 

(i) Statutory Liability- Secondary Market under the Securities Legislation 

231. The Plaintiffs plead the claim found in Part XXIII.1 of the OSA, and, if required, the 

equivalent sections of the Securities Legislation other than the OSA, against all Defendants 

except the Underwriters. 
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232. Each of the Impugned Documents except for the December 2009 and October 2010 

Offering Memoranda is a "Core Document" within the meaning of the Securities Legislation. 

233. Each of these Impugned Documents contained one or more misrepresentations as 

particularized above. Such misrepresentations and the Representation are misrepresentations for 

the purposes of the Securities Legislation. 

234. Each of the Individual Defendants was an officer and/or director of Sino at material 

times. Each of the Individual Defendants authorized, permitted or acquiesced in the release of 

some or all of these Impugned Documents. 

235. Sino is a reporting issuer within the meaning ofthe Securities Legislation. 

236. E& Y is an expert within the meaning of the Securities Legislation. E& Y consented to 

the use of its statements particularized above in these Impugned Documents. 

237. BDO is an expert within the meaning of the Securities Legislation. BDO consented to 

the use of its statements particularize above in these Impugned Documents. 

238. Poyry is an expert within the meaning of the Securities Legislation. Poyry consented to 

the use of its statements particularized above in these Impugned Documents. 

239. At all material times, each of Sino, Chan, Poon and Horsley, BDO and E&Y knew or, in 

the alternative, was wilfully blind to the fact, that the Impugned Documents contained the 

Representation and that the Representation was false, and that the Impugned Documents 

contained other of the misrepresentations that are alleged above to have been contained therein. 

(ii) Statutory Liability - Primary Market for Sino 's Shares under the Securities 
Legislation 

240. As against Sino, Chan, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, E&Y, 

Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, and on behalf 
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of those Class Members who purchased Sino shares in one of the distributions to which the June 

2009 or December 2009 Prospectuses related, Labourers and Wong assert the cause of action set 

forth in s. 130 of the OSA and, if necessary, the equivalent provisions of the Securities 

Legislation other than the OSA. 

241. Sino issued the June 2009 and December 2009 Prospectuses, which contained the 

Representation and the other misrepresentations that are alleged above to have been contained in 

those Prospectuses or in the Sino disclosure documents incorporated therein by reference. 

(iii) Statutory Liability- Primary Market for Sino's Notes under the Securities 
Legislation 

242. As against Sino, and on behalf of those Class Members who purchased or otherwise 

acquired Sino's notes in one of the offerings to which the July 2008, June 2009, December 2009, 

and October 2010 Offering Memoranda related, Grant asserts the cause of action set forth ins. 

130.1 of the OSA and, if necessary, the equivalent provisions of the Securities Legislation other 

than the OSA. 

243. Sino issued the July 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, which contained the Representation and the other misrepresentations that are 

alleged above to have been contained in those Offering Memoranda or in the Sino disclosure 

documents incorporated therein by reference. 

(iv) Negligence Simpliciter- Primary Market for Sino's Securities 

244. Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Poyry and 

the Underwriters (collectively, the "Primary Market Defendants") acted negligently in 

connection with one or more of the Offerings. 

245. As against Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, 

Poyry, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, and on 



107 

behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which those Prospectuses related, Labourers and Wong assert negligence simpliciter. 

246. As against Sino, BDO, E&Y, Poyry, Credit Suisse USA, Bane of America and TD, and 

on behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which the Offering Memoranda related, Grant asserts negligence simpliciter. 
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24 7. The Primary Market Defendants owed a duty of care to ensure that the Prospectuses 

and/or the Offering Memoranda they issued, or authorized to be issued, or in respect of which 

they acted as an underwriter, initial purchaser or dealer manager, made full, true and plain 

disclosure of all material facts relating to the Securities offered thereby, or to ensure that their 

opinions or reports contained in such Prospectuses and Offering Memoranda did not contain a 

misrepresentation. 

248. At all times material to the matters complained of herein, the Primary Market Defendants 

ought to have known that such Prospectuses or Offering Memoranda and the documents 

incorporated therein by reference were materially misleading in that they contained the 

Representation and the other misrepresentations particularized above. 

249. Chan, Poon, Horsley, Wang, Martin, Mak, Murray and Hyde were senior officers and/or 

directors at the time the Offerings to which the Prospectuses related. These Prospectuses were 

created for the purposes of obtaining financing for Sino's operations. Chan, Horsley, Martin and 

Hyde signed each of the Prospectuses and certified that they made full, true and plain disclosure 

of all material facts relating to the shares offered. Wang, Mak and Murray were directors during 

one or more of these Offerings and each had a statutory obligation to manage or supervise the 

management of the business and affairs of Sino. Poon was a director for the June 2007 share 

Offering and was president of Sino at the time of the June 2009 and December 2009 Offering. 



938 108 

Poon, along with Chan, co-founded Sino and has been the president since 1994. He is intimately 

aware of Sino's business and affairs. 

250. The Underwriters acted as underwriters, initial purchasers or dealer managers for the 

Offerings to which the Prospectuses and Offering Memoranda related. They had an obligation to 

conduct due diligence in respect of those Offerings and ensure that those Securities were offering 

at a price that reflected their true value or that such distributions did not proceed if inappropriate. 

In addition, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD 

signed one or more of the Prospectuses and certified that to the best of their knowledge, 

information and belief, the Prospectuses constituted full, true and plain disclosure of all material 

facts relating to the shares offered. 

251. E&Y and BDO acted as Sino's auditors and had a duty to maintain or to ensure that Sino 

maintained appropriate internal controls to ensure that Sino's disclosure documents adequately 

and fairly presented the business and affairs of Sino on a timely basis. 

252. Poyry had a duty to ensure that its opinions and reports reflected the true nature and value 

of Sino's assets. Poyry, at the time it produced each of the 2008 Valuations, 2009 Valuations, 

and 2010 Valuations, specifically consented to the inclusion of those valuations or a summary at 

any time that Sino or its subsidiaries filed any documents on SEDAR or issued any documents 

pursuant to which any securities of Sino or any subsidiary were offered for sale. 

253. The Primary Market Defendants have violated their duties to those Class Members who 

purchased Sino's Securities in the distributions to which a Prospectus or an Offering 

Memorandum related. 
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254. The reasonable standard of care expected in the circumstances required the Primary 

Market Defendants to prevent the distributions to which the Prospectuses or the Offering 

Memoranda related from occurring prior to the correction of the Representation and the other 

misrepresentations alleged above to have been contained in the Prospectuses or the Offering 

Memoranda, or in the documents incorporated therein by reference. Those Defendants failed to 

meet the standard of care required by causing the Offerings to occur before the correction of such 

misrepresentations. 

255. In addition, by failing to attend and participate in Sino board and board committee 

meetings to a reasonable degree, Murray and Poon effectively abdicated their duties to the Class 

Members and as directors of Sino. 

256. Sino, E&Y, BDO and the Individual Defendants further breached their duty of care as 

they failed to maintain or to ensure that Sino maintained appropriate internal controls to ensure 

that Sino's disclosure documents adequately and fairly presented the business and affairs of Sino 

on a timely basis. 

257. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Prospectuses related, then securities regulators 

likely would not have issued a receipt for any of the Prospectuses, and those distributions would 

not have occurred, or would have occurred at prices that reflected the true value of Sino's shares. 

258. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Offering Memoranda related, then those 

distributions would not have occurred, or would have occurred at prices that reflected the true 

value of Sino's notes. 
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259. The Primary Market Defendants' negligence in relation to the Prospectuses and the 

Offering Memoranda resulted in damage to Labourers, Grant and Wong, and to the other Class 

Members who purchased Sino's Securities in the related distributions. Had those Defendants 

satisfied their duty of care to such Class Members, then those Class Members would not have 

purchased the Securities that they acquired under the Prospectuses or the Offering Memoranda, 

or they would have purchased them at a much lower price that reflected their true value. 

(v) Unjust Enrichment ofChan, Martin, Poon, Horsley, Mak and Murray 

260. As a result of the Representation and the other misrepresentations particularized above, 

Sino's shares traded, and were sold by Chan, Martin, Poon, Horsley, Mak and Murray, at 

artificially inflated prices during the Class Period. 

261. Chan, Martin, Poon, Horsley, Mak and Murray were enriched by their wrongful acts and 

omissions during the Class Period, and the Class Members who purchased Sino shares from such 

Defendants suffered a corresponding deprivation. 

262. There was no juristic reason for the resulting enrichment of Chan, Martin, Poon, Horsley, 

Mak and Murray. 

263. The Class Members who purchased Sino shares from Chan, Martin, Poon, Horsley, Mak 

and Murray during the Class Period are entitled to the difference between the price they paid to 

such Defendants for such shares, and the price that they would have paid had the Defendants not 

made the Representation and the other misrepresentations particularized above, and had not 

committed the wrongful acts and omissions particularized above. 
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(vi) Unjust Enrichment of Sino 

264. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

various documents, particularized above, that contained the Representation and the 

misrepresentations particularized above. 

265. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the others misrepresentations particularized above. 

266. Sino was enriched by, and those Class Members who purchased the Securities via the 

Offerings were deprived of, an amount equivalent to the difference between the amount for 

which the Securities offered were actually sold, and the amount for which such securities would 

have been sold had the Offerings not included the Representation and the misrepresentations 

particularized above. 

267. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of Sino. 

(vi) Unjust Enrichment of the Underwriters 

268. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

the Prospectuses and the Offering Memoranda, which contained the Representation and the other 

misrepresentations particularized above. Each of the Underwriters underwrote one or more of 

the Offerings. 

269. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the other misrepresentations particularized above. The 

Underwriters earned fees from the Class, whether directly or indirectly, for work that they never 
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performed, or that they performed with gross negligence, in connection with the Offerings, or 

some of them. 

270. The Underwriters were emiched by, and those Class Members who purchased securities 

via the Offerings were deprived of, an amount equivalent to the fees the Underwriters earned in 

connection with the Offerings. 

271. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the emichment of the Underwriters. 

272. In addition, some or all of the Underwriters also acted as brokers in secondary market 

transactions relating to Sino securities, and earned trading commissions from the Class Members 

in those secondary market transactions in Sino's Securities. Those Underwriters were emiched 

by, and those Class Members who purchased Sino securities through those Underwriters in their 

capacity as brokers were deprived of, an amount equivalent to the commissions the Underwriters 

earned on such secondary market trades. 

273. Had those Underwriters who also acted as brokers in secondary market transactions 

exercised reasonable diligence in connection with the Offerings in which they acted as 

Underwriters, then Sino's securities likely would not have traded at all in the secondary market, 

and the Underwriters would not have been paid the aforesaid trading commissions by the Class 

Members. There was no juristic reason for that emichment of those Underwriters through their 

receipt of trading commissions from the Class Members. 

(vii) Oppression 

274. The Plaintiffs and the other Class Members had a reasonable and legitimate expectation 

that Sino and the Individual Defendants would use their powers to direct the company for Sino's 
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best interests and, in turn, in the interests of its security holders. More specifically, the Plaintiffs 

and the other Class Members had a reasonable expectation that: 

(a) Sino and the Individual Defendants would comply with GAAP, and/or cause Sino 

to comply with GAAP; 

(b) Sino and the Individual Defendants would take reasonable steps to ensure that the 

Class Members were made aware on a timely basis of material developments in 

Sino's business and affairs; 

(c) Sino and the Individual Defendants would implement adequate corporate 

governance procedures and internal controls to ensure that Sino disclosed material 

facts and material changes in the company's business and affairs on a timely 

basis; 

(d) Sino and the Individual Defendants would not make the misrepresentations 

particularized above; 

(e) Sino stock options would not be backdated or otherwise mispriced; and 

(f) the Individual Defendants would adhere to the Code. 

275. Such reasonable expectations were not met as: 

(a) Sino did not comply with GAAP; 

(b) the Class Members were not made aware on a timely basis of material 

developments in Sino's business and affairs; 

(c) Sino's corporate governance procedures and internal controls were inadequate; 

(d) the misrepresentations particularized above were made; 

(e) stock options were backdated and/or otherwise mispriced; and 

(f) the Individual Defendants did not adhere to the Code. 

943 
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276. Sino's and the Individual Defendants' conduct was oppressive and unfairly prejudicial to 

the Plaintiffs and the other Class Members and unfairly disregarded their interests. These 

defendants were charged with the operation of Sino for the benefit of all of its shareholders. 

The value of the shareholders' investments was based on, among other things: 

(a) the profitability of Sino; 

(b) the integrity of Sino's management and its ability to run the company in the 

interests of all shareholders; 

(c) Sino's compliance with its disclosure obligations; 

(d) Sino's ongoing representation that its corporate governance procedures met with 

reasonable standards, and that the business of the company was subjected to 

reasonable scrutiny; and 

(e) Sino's ongoing representation that its affairs and financial reporting were being 

conducted in accordance with GAAP. 

277. This oppressive conduct impaired the ability ofthe Plaintiffs and other Class Members to 

make informed investment decisions about Sino's securities. But for that conduct, the Plaintiffs 

and the other Class Members would not have suffered the damages alleged herein. 

(viii) Conspiracy 

278. Sino, Chan, Poon and Horsley conspired with each other and with persons unknown 

(collectively, the "Conspirators") to inflate the price of Sino's securities. During the Class 

Period, the Conspirators unlawfully, maliciously and lacking bona fides, agreed together to, 

among other things, make the Representation and other misrepresentations particularized above, 

and to profit from such misrepresentations by, among other things, issuing stock options in 

respect of which the strike price was impermissibly low. 
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279. The Conspirators' predominant purposes in so conspiring were to: 

(a) inflate the price of Sino's securities, or alternatively, maintain an artificially high 

trading price for Sino's securities; 

(b) artificially increase the value of the securities they held; and 

(c) inflate the portion of their compensation that was dependent in whole or in part 

upon the performance of Sino and its securities. 

280. In furtherance of the conspiracy, the following are some, but not all, of the acts carried 

out or caused to be carried out by the Conspirators: 

(a) they agreed to, and did, make the Representation, which they knew was false; 

(b) they agreed to, and did, make the other misrepresentations particularized above, 

which they knew were false; 

(c) they caused Sino to issue the Impugned Documents which they knew to be 

materially misleading; 

(d) as alleged more particularly below, they caused to be issued stock options in 

respect of which the strike price was impermissibly low; and 

(e) they authorized the sale of securities pursuant to Prospectuses and Offering 

Memoranda that they knew to be materially false and misleading. 

281. Stock options are a form of compensation used by companies to incentivize the 

performance of directors, officers and employees. Options are granted on a certain date (the 

'grant date') at a certain price (the 'exercise' or 'strike' price). At some point in the future, 

typically following a vesting period, an options-holder may, by paying the strike price, exercise 

the option and convert the option into a share in the company. The option-holder will make 

money as long as the option's strike price is lower than the market price of the security at the 
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moment that the option is exercised. This enhances the incentive of the option recipient to work 

to raise the stock price of the company. 

282. There are three types of option grants: 

(a) 'in-the-money' grants are options granted where the strike price is lower than the 

market price of the security on the date of the grant; such options are not 

permissible under the TSX Rules and have been prohibited by the TSX Rules at 

all material times; 

(b) 'at-the-money' grants are options granted where the strike price is equal to the 

market price of the security on the date of the grant or the closing price the day 

prior to the grant; and 

(c) 'out-of-the-money' grants are options granted where the strike price is higher than 

the market price of the security on the date of the grant. 

283. Both at-the-money and out-of-the-money options are permissible under the TSX Rules 

and have been at all material times. 

284. The purpose of both at-the-money and out-of-the-money options is to create incentives 

for option recipients to work to raise the share price of the company. Such options have limited 

value at the time of the grant, because they entitle the recipient to acquire the company's shares 

at or above the price at which the recipient could acquire the company's shares in the open 

market. Options that are in-the-money, however, have substantial value at the time of the grant 

irrespective of whether the company's stock price rises subsequent to the grant date. 

285. At all material times, the Sino Option Plan (the "Plan") prohibited in-the-money options. 

286. The Conspirators backdated and/or otherwise mispriced Sino stock options, or caused the 

backdating and/or mispricing of Sino stock options, in violation of, inter alia: (a) the OSA and the 

rules and regulations promulgated thereunder; (b) the Plan; (c) GAAP; (d) the Code; (e) the TSX 
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Rules; and (f) the Conspirators' statutory, common law and contractual fiduciary duties and 

duties of care to Sino and its shareholders, including the Class Members. 

287. The Sino stock options that were backdated or otherwise mispriced included those issued 

on June 26, 1996 to Chan, January 21, 2005 to Horsley, September 14, 2005 to Horsley, June 4, 

2007 to Horsley and Chan, August 21, 2007 to Sino insiders other than the Conspirators, 

November 23, 2007 to George Ho and other Sino insiders, and March 31, 2009 to Sino insiders 

other than the Conspirators. 

288. The graph below shows the average stock price returns for fifteen trading days prior and 

subsequent to the dates as of which Sino priced its stock options to its insiders. As appears 

therefrom, on average the dates as of which Sino's stock options were priced were preceded by a 

substantial decline in Sino's stock price, and were followed by a dramatic increase in Sino's 

stock price. This pattern could not plausibly be the result of chance. 
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289. The conspuacy was unlawful because the Conspirators knowingly and intentionally 

committed the foregoing acts when they knew such conduct was in violation of, inter alia, the 

OSA, the Securities Legislation other than the OSA, the Code, the rules and requirements of the 

TSX (the "TSX Rules") and the CBCA. The Conspirators intended to, and did, harm the Class 

by causing artificial inflation in the price of Sino's securities. 

290. The Conspirators directed the conspiracy toward the Plaintiffs and the other Class 

Members. The Conspirators knew in the circumstances that the conspiracy would, and did, 

cause loss to the Plaintiffs and the other Class Members. The Plaintiffs and the Class Members 

suffered damages when the falsity of the Representation and other misrepresentations were 

revealed on June 2, 2011. 

XII. THE RELATIONSHIP BETWEEN SINO'S DISCLOSURES 
AND THE PRICE OF SINO'S SECURITIES 

291. The price of Sino's securities was directly affected during the Class Period by the 

issuance of the Impugned Documents. The Defendants were aware at all material times of the 

effect of Sino's disclosure documents upon the price of its Sino's securities. 

292. The Impugned Documents were filed, among other places, with SEDAR and the TSX, 

and thereby became immediately available to, and were reproduced for inspection by, the Class 

Members, other members of the investing public, financial analysts and the financial press. 

293. Sino routinely transmitted the documents referred to above to the financial press, 

financial analysts and certain prospective and actual holders of Sino securities. Sino provided 

either copies of the above referenced documents or links thereto on its website. 
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294. Sino regularly communicated with the public investors and financial analysts v1a 

established market communication mechanisms, including through regular disseminations of 

their disclosure documents, including press releases on newswire services in Canada, the United 

States and elsewhere. Each time Sino communicated that new material information about Sino 

financial results to the public the price of Sino securities was directly affected. 

295. Sino was the subject of analysts' reports that incorporated certain of the material 

information contained in the Impugned Documents, with the effect that any recommendations to 

purchase Sino securities in such reports during the Class Period were based, in whole or in part, 

upon that information. 

296. Sino's securities were and are traded, among other places, on the TSX, which is an 

efficient and automated market. The price at which Sino's securities traded promptly 

incorporated material information from Sino's disclosure documents about Sino's business and 

affairs, including the Representation, which was disseminated to the public through the 

documents referred to above and distributed by Sino, as well as by other means. 

XIII. VICARIOUS LIABILITY 

A. Sino and the Individual Defendants 

297. Sino is vicariously liable for the acts and omiSSions of the Individual Defendants 

particularized in this Claim. 

298. The acts or omissions particularized and alleged in this Claim to have been done by Sino 

were authorized, ordered and done by the Individual Defendants and other agents, employees 

and representatives of Sino, while engaged in the management, direction, control and transaction 

of the business and affairs of Sino. Such acts and omissions are, therefore, not only the acts and 

omissions of the Individual Defendants, but are also the acts and omissions of Sino. 
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299. At all material times, the Individual Defendants were officers and/or directors of Sino. 

As their acts and omissions are independently tortious, they are personally liable for same to the 

Plaintiffs and the other Class Members. 

B. E&Y 

300. E& Y is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

301. The acts or omissions particularized and alleged in this Claim to have been done by E&Y 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

while engaged in the management, direction, control and transaction of the business and affairs 

of E& Y. Such acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions of E& Y. 

C. BDO 

302. BDO is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

303. The acts or omissions particularized and alleged in this Claim to have been done by BDO 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

while engaged in the management, direction, control and transaction of the business and affairs 

of BDO. Such acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions ofBDO. 

D. Poyry 

304. Poyry is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 
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305. The acts or omissions particularized and alleged in this Claim to have been done by 

Poyry were authorized, ordered and done by its officers, directors, partners, agents and 

employees, while engaged in the management, direction, control and transaction of the business 

and affairs of Poyry. Such acts and omissions are, therefore, not only the acts and omissions of 

those persons, but are also the acts and omissions ofPoyry. 

E. The Underwriters 

306. The Underwriters are vicariously liable for the acts and omissions of each of their 

respective officers, directors, partners, agents and employees as set out above. 

307. The acts or omissions particularized and alleged in this Claim to have been done by the 

Underwriters were authorized, ordered and done by each of their respective officers, directors, 

partners, agents and employees, while engaged in the management, direction, control and 

transaction of the business and affairs such Underwriters. Such acts and omissions are, 

therefore, not only the acts and omissions of those persons, but are also the acts and omissions of 

the respective Underwriters. 

XIV. REAL AND SUBSTANTIAL CONNECTION WITH ONTARIO 

308. The Plaintiffs plead that this action has a real and substantial connection with Ontario 

because, among other thing: 

(a) Sino is a reporting issuer in Ontario; 

(b) Sino's shares trade on the TSX which is located in Toronto, Ontario; 

(c) Sino's registered office and principal business office is in Mississauga, Ontario; 

(d) the Sino disclosure documents referred to herein were disseminated in and from 

Ontario; 

(e) a substantial proportion ofthe Class Members reside in Ontario; 
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(f) 

(g) 
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Sino carries on business in Ontario; and 

a substantial portion of the damages sustained by the Class were sustained by 

persons and entities domiciled in Ontario. 

XV. SERVICE OUTSIDE OF ONTARIO 

309. The Plaintiffs may serve the Notice of Action and Statement of Claim outside of Ontario 

without leave in accordance with rule 17.02 of the Rules of Civil Procedure, because this claim 

IS: 

(a) a claim in respect of personal property in Ontario (para 17.02(a)); 

(b) a claim in respect of damage sustained in Ontario (para 17 .02(h)); 

(c) a claim authorized by statute to be made against a person outside of Ontario by a 

proceeding in Ontario (para 17.02(n)); and 

(d) a claim against a person outside of Ontario who is a necessary or proper party to a 

proceeding properly brought against another person served in Ontario (para 

17.02(o)); and 

(e) a claim against a person ordinarily resident or carrying on business in Ontario 

(para 17.02(p)). 

XVI. RELEVANT LEGISLATION, PLACE OF TRIAL, JURY TRIAL AND 
HEADINGS 

310. The Plaintiffs plead and rely on the CJA, the CPA, the Securities Legislation and CBCA, 

all as amended. 

311. The Plaintiffs propose that this action be tried in the City of Toronto, in the Province of 

Ontario, as a proceeding under the CPA. 



123 

312. The Plaintiffs will serve a jury notice. 

313. The headings contained in this Statement of Claim are for convenience only. This 

Statement of Claim is intended to be read as an integrated whole, and not as a series of unrelated 

components. 
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Plaintiffs 
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POON, DAVID J. HORSLEY, WILLIAM E. ARDELL, JAMES P. BOWLAND, JAMES M.E. 
HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J. WEST, 
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(CANADA), INC., TD SECURITIES INC., DUNDEE SECURITIES CORPORATION, RBC 

DOMINION SECURITIES INC., SCOTIA CAPITAL INC., CffiC WORLD MARKETS INC., 
MERRILL LYNCH CANADA INC., CAN ACCORD FINANCIAL LTD., MAISON 

PLACEMENTS CANADA INC., CREDIT SUISSE SECURITIES (USA) LLC, and BANC OF 
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AND TO: David Horsley I Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON LSB 3C3 

I AND TO: Allen Chan 
Sino-Forest Corporation II 1208-90 Bumhamthorpe Rd W 
Mississauga, ON LSB 3C3 

AND TO: William Ardell I Sino-Forest Corporation 
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AND TO: Garry West 
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AND TO: Ernst & Young LLP 
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Toronto, ON MSK 1J7 

AND TO: BDO Limited 
25th Floor, Wing On Centre 
111 Connaught Road Central 
Hong Kong, China 
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AND TO: Poyry (Beijing) Consulting Company Limited 
2208-2210 Cloud 9 Plaza 
No. 1118 West Yan'an Road 
Shanghai 200052 
PRCHINA 

AND TO: Credit Suisse Securities (Canada), Inc. 
1 First Canadian Place 
100 King Street West, Suite 2900 
Toronto, Ontario M5X 1C9 

AND TO: TD Securities Inc. 
66 Wellington Street West 
P.O. Box 1, TD Bank Tower 
Toronto, Ontario MSK 1A2 

AND TO: Dundee Securities Corporation 
1 Adelaide Street East 
Toronto, ON M5C 2V9 
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AND TO: RBC Dominion Securities Inc. I 

155 Wellington Street West, 17th Floor 

'I Toronto, Ontario MSV 3K7 

AND TO: Scotia Capital Inc. 

I 
40 King Street West, Scotia Plaza 
P.O. Box 4085, Station A 
Toronto, Ontario MSW 2X6 

I· AND TO: CIBC World Markets Inc. 
161 Bay Street, Brookfield Place 
P.O. Box 500 

,J Toronto, Ontario M5J 2S8 

AND TO: Merrill Lynch Canada Inc. 

I 
BCE Place, Wellington Tower 
181 Bay Street, 4th and 5th Floors 
Toronto, Ontario MSJ 2V8 

I 
AND TO: Canaccord Financial Ltd. 

161 Bay Street, Suite 2900 
P.O. Box 516 
Toronto, Ontario MSJ 2S 1 

AND TO: Maison Placements Canada Inc. I 
130 Adelaide Street West, Suite 906 

I Toronto, Ontario MSH 3P5 

AND TO: Credit Suisse Securities (USA) LLC 

~I 
Eleven Madison A venue 
New York, NY 10010 

AND TO: Bane of America Securities LLC 

I 100 N. Tryon St., Ste. 220 
Charlotte, NC 28255 
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I. DEFINED TERMS 

1. In this Statement of Claim, in addition to the terms that are defined elsewhere herein, the 

following terms have the following meanings: 

(a) "AI" means Authorized Intermediary; 
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(b) 

(c) 

(d) 

(e) 

(f) 

(g) 

(h) 

(i) 

4 

"AIF" means Annual Information Form; 

"Ardell" means the defendant William E. Ardell; 

"Bane of America" means the defendant Bane of America Securities LLC; 

"BDO" means the defendant BDO Limited; 

"Bowland" means the defendant James P. Bowland; 

"BV1" means British Virgin Islands; 

"Canaccord" means the defendant Canaccord Financial Ltd.; 

"CBCA" means the Canada Business Corporations Act, RSC 1985, c. C-44, as 

amended; 

G) "Chan" means the defendant Allen T.Y. Chan also known as "Tak. Yuen Chan"; 

(k) "CffiC" means the defendant CIBC World Markets Inc.; 

(I) "CJA" means the Ontario Courts of Justice Act, RSO 1990, c C-43, as amended; 

(m) "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 or 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; 

(n) "Class Period" means the period from and including March 19, 2007 to and 

including June 2, 20 11 ; 

(o) "Code" means Sino's Code of Business Conduct; 
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(p) "CPA" means the Ontario Class Proceedings Act, 1992, SO 1992, c 6, as 

amended; 

(q) "Credit Suisse" means the defendant Credit Suisse Securities (Canada), Inc.; 

(r) "Credit Suisse USA" means the defendant Credit Suisse Securities (USA) LLC; 

(s) "Defendants" means Sino, the Individual Defendants, Poyry, BDO, E&Y and 

the Underwriters; 

(t) "December 2009 Offering Memorandum" means Sino's Final Offering 

Memorandum, dated December 10, 2009, relating to the distribution of Sino's 

· 4.25% Convertible Senior Notes due 2016 which Sino filed on SEDAR on 

December II, 2009; 

(u) "December 2009 Prospectus" means Sino's Final Short Form Prospectus, dated 

December 10,2009, which Sino filed on SEDAR on December 11, 2009; 

(v) "Dundee" means the defendant Dundee Securities Corporation; 

(w) "E& Y'' means the defendant, Ernst and Young LLP; 

(x) "Excluded Persons" means the Defendants, their past and present subsidiaries, 

affiliates, officers, directors, senior employees, partners, legal representatives, 

heirs, predecessors, successors and assigns, and any individual who is a member 

of the immediate family of an Individual Defendant; 

(y) "Final Report" means the report of the IC, as that term is defined in paragraph 10 

hereof; 

(z) "GAAP" means Canadian generally accepted accounting principles; 

(aa) "GAAS" means Canadian generally accepted auditing standards; 

{bb) "Horsley" means the defendant David J. Horsley; 

(cc) "Hyde" means the defendant James M.E. Hyde; 
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(dd) 

6 

"Impugned Documents" mean the 2005 Annual Consolidated Financial 

Statements (filed on SEDAR on March 31, 2006), Ql 2006 Financial Statements 

(filed on SEDAR on May 11, 2006), the 2006 Annual Consolidated Financial 

Statements (filed on SEDAR on March 19, 2007), 2006 AIF (filed on SEDAR on 

March 30, 2007), 2006 Annual MD&A (filed on SEDAR on March 19, 2007), 

Management Information Circular dated April27, 2007 (filed on SEDAR on May 

4, 2007), Ql 2007 MD&A (filed on SEDAR on May 14, 2007), Q1 2007 

Financial Statements (filed on SEDAR on May 14, 2007), June 2007 

Prospectus, Q2 2007 MD&A (filed on SEDAR on August 13, 2007), Q2 2007 

Financial Statements (filed on SEDAR on August 13, 2007), Q3 2007 MD&A 

(filed on SEDAR on November 12, 2007), Q3 2007 Financial Statements (filed 

on SEDAR on November 12, 2007), 2007 Annual Consolidated Financial 

Statements (filed on SEDAR on March 18, 2008), 2007 AIF (filed on SEDAR on 

March 28, 2008), 2007 Annual MD&A (filed on SEDAR on March 18, 2008), 

Amended 2007 Annual MD&A (filed on SEDAR on March 28, 2008), 

Management Information Circular dated April 28, 2008 (filed on SEDAR on May 

6, 2008), Q1 2008 MD&A (filed on SEDAR on May 13, 2008), Ql 2008 

Financial Statements (flled on SEDAR on May 13, 2008), July 2008 Offering 

Memorandum, Q2 2008 MD&A (filed on SEDAR on August 12, 2008), Q2 

2008 Financial Statements (filed on SEDAR on August 12, 2008), Q3 2008 

MD&A (filed on SEDAR on November 13, 2008), Q3 2008 Financial Statements 

(filed on SEDAR on November 13, 2008), 2008 Annual Consolidated Financial 

Statements (filed on SEDAR on March 16, 2009), 2008 Annual MD&A (filed on 

SEDAR on March 16, 2009), Amended 2008 Annual MD&A (flled on SEDAR 

on March 17, 2009), 2008 AIF (filed on SEDAR on March 31, 2009), 

Management Information Circular dated April 28, 2009 (filed on SEDAR on May 

4, 2009), Ql 2009 MD&A (filed on SEDAR on May 11, 2009), Ql 2009 

Financial Statements (filed on SEDAR on May 11, 2009), June 2009 

Prospectus, June 2009 Offering Memorandum, Q2 2009 MD&A (filed on 

SEDAR on August 10, 2009), Q2 2009 Financial Statements (filed on SEDAR on 

August 10, 2009), Q3 2009 MD&A (filed on SEDAR on November 12, 2009), 
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Q3 2009 Financial Statements (filed on SEDAR on November 12, 2009), 

December 2009 Prospectus, December 2009 Offering Memorandum, 2009 

Annual MD&A (filed on SEDAR on March 16, 2010), 2009 Audited Annual 

Financial Statements (filed on SEDAR on March 16, 2010), 2009 AIF (filed on 

SEDAR on March 31, 2010), Management Information Circular dated May 4, 

2010 (filed on SEDAR on May 11, 2010), Q1 2010 MD&A (filed on SEDAR on 

May 12, 2010), Q1 2010 Financial Statements (filed on SEDAR on May 12, 

2010), Q2 2010 MD&A (filed on SEDAR on August 10, 2010), Q2 2010 

Financial Statements (filed on SEDAR on August 10, 201 0), October 2010 

Offering Memorandum, Q3 2010 MD&A (filed on SEDAR on November 10, 

2010), Q3 2010 Financial Statements (filed on SEDAR on November 10, 2010), 

2010 Annual MD&A (March 15, 2011), 2010 Audited Annual Financial 

Statements (filed on SEDAR on March 15, 2011), 2010 AIF (filed on SEDAR on 

March 31, 2011), and Management Information Circular dated May 2, 2011 (filed 

on SEDAR on May 10, 2011); 

"Individual Defendants" means Chan, Martin, Poon, Horsley, Ardell, 

Bowland, Hyde, Mak, Murray, Wang, and West, collectively; 

"July 2008 Offering Memorandum" means the Final Offering Memorandum 

dated July 17, 2008, relating to the distribution of Sino's 5% Convertible Senior 

Notes due 2013 which Sino filed on SEDAR as a schedule to a material change 

report on July 25, 2008; 

"June 2007 Prospectus" means Sino's Short Form Prospectus, dated June 5, 

2007, which Sino filed on SEDAR on June 5, 2007; 

"June 2009 Offering Memorandum" means Sino's Exchange Offer 

Memorandum dated June 24, 2009, relating to an offer to exchange Sino's 

Guaranteed Senior Notes due 2011 for new 10.25% Guaranteed Senior Notes due 

2014 which Sino filed on SEDAR as a schedule to a material change report on 

June 25, 2009; 
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(ii) "June 2009 Prospectus" means Sino's Final Short Form Prospectus, dated June 

1, 2009, which Sino filed on SEDAR on June 1, 2009; 

Gj) "Maison" means the defendant Maison Placements Canada Inc.; 

(kk) "Martin" means the defendant W. Judson Martin; 

(11) "Mak" means the defendant Edmund Mak; 

(mm) "MD&A" means Management's Discussion and Analysis; 

(nn) "Merrill" means the defendant Merrill Lynch Canada Inc.; 

(oo) "Muddy Waters" means Muddy Waters LLC; 

(pp) "Murray" means the defendant Simon Murray; 

(qq) "October 2010 Offering Memorandum" means the Final Offering 

Memorandum dated October 14, 2010, relating to the distribution of Sino's 6.25% 

Guaranteed Senior Notes due 2017; 

(rr) "Offering" or "Offerings" means the primary distributions in Canada of Sino's 

Securities that occurred during the Class Period including the public offerings of 

Sino's common shares pursuant to the June 2007, June 2009 and December 

2009 Prospectuses, as well as the offerings of Sino's notes pursuant to the July 

2008, June 2009, December 2009, and October 2010 Offering Memoranda, 

collectively; 

(ss) "OSA" means the Securities Act, RS0-1990 c S.S, as amended; 

(tt) "OSC" means the Ontario Securities Commission; 

(uu) "Plaintiffs" means the plaintiffs, the Trustees of the Labourers' Pension Fund of 

Central and Eastern Canada ("Labourers"), the Trustees of the International 

Union of Operating Engineers Local 793 Pension Plan for Operating Engineers in 
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Ontario ("Operating Engineers''), Sjunde AP-Fonden ("AP7"), David C. Grant 

("Grant"), and Robert Wong ("Wong"), collectively; 

(vv) "Poon" means the defendant Kai Kit Poon; 

(ww) "Piiyry" means the defendant, Poyry (Beijing) Consulting Company Limited; 

(xx) "PRC" means the People's Republic of China; 

(yy) "Representation" means the statement that Sino's financial statements complied 

with GAAP; 

(zz) "RBC" means the defendant RBC Dominion Securities Inc.; 

(aaa) "Scotia" means the defendant Scotia Capital Inc.; 

(bbb) "Second Report" means the Second Interim Report of the IC, as that term is 

defined in paragraph I 0 hereof; 

(ccc) "Securities" means Sino's common shares, notes or other securities, as defined in 

the OSA; 

(ddd) "Securities Legislation" means, collectively, the OSA, the Securities Act, RSA 

2000, c S-4, as amended; the Securities Act, RSBC 1996, c 418, as amended; the 

Securities Act, CCSM c SSO, as amended; the Securities Act, SNB 2004, c S-5.5, 

as amended; the Securities Act, RSNL 1990, c S-13, as amended; the Securities 

Act, SNWT 2008, c 10, as amended; the Securities Act, RSNS 1989, c 418, as 

amended; the Securities Act, S Nu 2008, c 12, as amended; the Securities Act, 

RSPEI 1988, c S-3.1, as amended; the Securities Act, RSQ c V-1.1, as amended; 

the Securities Act, 1988, SS 1988-89, c S-42.2, as amended; and the Securities 

Act, SY 2007, c 16, as amended; 

(eee) "SEDAR" means the system for electronic document analysis and retrieval of the 

Canadian Securities Administrators; 
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(fff) "Sino" means, as the context requires, either the defendant Sino-Forest 

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

collectively; 

(ggg) "TD" means the defendant TD Securities Inc.; 

(hhh) "TSX" means the Toronto Stock Exchange; 

(iii) "Underwriters" means Bane of America, Canaccord, CIBC, Credit Suisse, 

Credit Suisse USA, Dundee, Maison, Merrill, RBC, Scotia, and TD, 

collectively; 

Qjj) "Wang" means the defendant Peter Wang; 

(kkk) "West" means the defendant Garry J. West; and 

(lll) "WFOE" means wholly foreign owned enterprise or an enterprise established in 

China in accordance with the relevant PRC laws, with capital provided solely by 

foreign investors. 
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II. CLAIM 

The Plaintiffs claim: 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

(g) 

(h) 

An order certifying this action as a class proceeding and appointing the Plaintiffs 

as representative plaintiffs for the Class, or such other class as may be certified by 

the Court; 

A declaration that the Impugned Documents contained, either explicitly or 

implicitly, the Representation, and that, when made, the Representation was a 

misrepresentation, both at law and within the meaning of the Securities 

Legislation; 

A declaration that the Impugned Documents contained one or more of the other 

misrepresentations alleged herein, and that, when made, those other 

misrepresentations constituted misrepresentations, both at law and within the 

meaning of the Securities Legislation; 

A declaration that Sino is vicariously liable for the acts and/or omissions of the 

Individual Defendants and of its other officers, directors and employees; 

A declaration that the Underwriters, E&Y, BDO and Poyry are each vicariously 

liable for the acts and/or omissions of their respective officers, directors, partners 

and employees; 

On behalf of all of the Class Members who purchased Sino's Securities in the 

secondary market during the Class Period, and as against all of the Defendants 

other than the Underwriters, general damages in the sum of$6.5 billion; 

On behalf of al~ of the Class Members who purchased Sino common shares in the 

distribution to which the June 2007 Prospectus related, and as against Sino, Chan, 

Poon, Horsley, Martin, Mak, Murray, Hyde, Poyry, BOO, Dundee, CIBC, Merrill 

and Credit Suisse general damages in the sum of$175,835,000; 

On behalf of all of the Class Members who purchased Sino common shares in the 

distribution to which the June 2009 Prospectus related, and as against Sino, Chan, 
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Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, E&Y, Dundee, 

Merrill, Credit Suisse, Scotia and TD, general damages in the sum of 

$330,000,000; 

(i) On behalf of all of the Class Members who purchased Sino common shares in the 

distribution to which the December 2009 Prospectus related, and as against Sino, 

Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, P<5yry, BDO, E&Y, 

Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, 

general damages in the sum of$319,200,000; 

(j) On behalf of all the Class Members who purchased Sino's 5% Convertible Senior 

Notes due 2013 pursuant to the July 2008 Offering Memorandum, and as against 

Sino, Chan, Poon, Horsley, Wang, Martin, Male, Murray, Hyde, Poyry, BDO, 

E&Y and Credit Suisse USA, general damages in the sum ofUS$345 million; 

(k) On behalf of all the Class Members who purchased Sino's 10.25% Guaranteed 

Senior Notes due 2014 pursuant to the June 2009 Offering Memorandum, and as 

against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, 

BDO, E& Y and Credit Suisse USA, general damages in the sum of US$400 

million; 

(I) On behalf of all the Class Members who purchased Sino's 4.25% Convertible 

Senior Notes due 2016 pursuant to the December 2009 Offering Memorandum, 

and as against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, 

Poyry, BDO, E&Y, Credit Suisse USA and TD, general damages in the sum of 

US460 million; 

(m) On behalf of all the Class Members who purchased Sino's 6.25% Guaranteed 

Senior Notes due 2017 pursuant to the October 2010 Offering Memorandum, and 

as against Sino, Chan, Poon, Horsley, Wang, Mak, Murray, Hyde, Ardell, Poyry, 

E&Y, Credit Suisse USA and Bane of America, general damages in the sum of 

US$600 million; 
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(n) On behalf of all of the Class Members, and as against Sino, Chan, Poon and 

Horsley, punitive damages, in respect of the conspiracy pled below, in the sum of 

$50 million; 

(o) A declaration that Sino, Chan, Poon, Horsley, Martin, Mak, Murray and the 

Underwriters were unjustly enriched; 

(p) A constructive trust, accounting or such other equitable remedy as may be 

available as against Sino, Chan, Poon, Horsley, Martin, Mak, Murray and the 

Underwriters; 

( q) A declaration that the acts and omissions of Sino have effected a result, the 

business or affairs of Sino have been carried on or conducted in a manner, or the 

powers of the directors of Sino have been exercised in a manner, that is 

oppressive or unfairly prejudicial to or that unfairly disregards the interests of the 

Plaintiffs and the Class Members, pursuant to s. 241 of the CECA; 

(r) An order directing a reference or giving such other directions as may be necessary 

to determine the issues, if any, not determined at the trial of the common issues; 

(s) Prejudgment and post judgment interest; 

(t) Costs of this action on a substantial indemnity basis or in an amount that provides 

full indemnity plus, pursuant to s 26(9) of the CPA, the costs of notice and of 

administering the plan of distribution of the recovery in this action plus applicable 

taxes; and 

(u) Such further and other relief as to this Honourable Court may seem just . 

III. OVERVIEW 

3. From the time of its establishment in 1994, Sino has claimed to be a legitimate business 

operating in the commercial forestry industry in the PRC and elsewhere. Throughout that period, 

Sino has also claimed to have experienced breathtaking growth. 
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4. Beguiled by Sino's reported results, and by Sino's constant refrain that China constituted 

an extraordinary growth opportunity, investors drove Sino's stock price dramatically higher, as 

appears from the following chart: 

. . . . ' .... ·-· 
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5. The Defendants profited handsomely from the market's appetite for Sino's securities. 

Certain of the Individual Defendants sold Sino shares at lofty prices, and thereby reaped millions 

of dollars of gains. Sino's senior management also used Sino's illusory success to justify their 

lavish salaries, bonuses and other perks. For certain of the Individual Defendants, these outsized 

gains were not enough. Sino stock options granted to Chan, Horsley and other insiders were 

backdated or otherwise mispriced, prior to and during the Class Period, in violation of the TSX 

Rules, GAAP and the Securities Legislation. 

I 
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6. Sino itself raised in excess of $2.7 billion1 in the capital markets during this period. 

Meanwhile, the Underwriters were paid lucrative underwriting commissions, and BOO, E&Y 

and Poyry garnered millions of dollars in fees to bless Sino's reported results and assets. To their 

great detriment, the Class Members relied upon these supposed gatekeepers. 

7. As a reporting issuer in Ontario and elsewhere, Sino was required at all material times to 

comply with GAAP. Indeed, Sino, BDO and E&Y, Sino's auditors during the Class Period and 

previously, repeatedly misrepresented that Sino's financial statements complied with GAAP. 

This was false. 

8. On June 2, 2011, Muddy Waters, a short seller and research finn with extensive PRC 

experience, issued its first research report in relation to Sino, and unveiled the scale of the 

deception that had been worked upon the Class Members. Muddy Waters' initial report 

effectively revealed, among other things, that Sino had materially misstated its financial results, 

had falsely claimed to have acquired trees that it did not own, had reported sales that had not 

been made, or that had been made in a manner that did not permit Sino to book those sales as 

revenue under GAAP, and had concealed numerous related party transactions. These revelations 

had a catastrophic effect on Sino's stock price. 

9. On June I, 2011, prior to the publication of Muddy Waters' report, Sino's common 

shares closed at $18.21. After the Muddy Waters report became public, Sino shares fell to 

$14.46 on the TSX (a decline of 20.6%), at which point trading was halted. When trading 

resumed the next day, Sino's shares fell to a close of$5.23 (a decline of71.3% from June 1). 

10. On June 3, 2011, Sino announced that, in response to the allegations of Muddy Waters, 

its board had formed a committee, which Sino then falsely characterized as "independent" (the 

1 Dollar f~&lll<l are in Conadian dollus (unles. othetWise indieau:d) and are I'OUJ>Ilcd for convenience. 
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"Independent Committee" or "IC"), to examine and review the allegations contained in the 

Muddy Waters' report of June 2, 2011. The initial members of the IC were the Defendants 

Ardell, Bowland and Hyde. The IC subsequently retained legal, accounting and other advisers to 

assist it in the fulfillment of its mandate. 

11. On August 26, 2011, the OSC issued a cease-trade order in respect of Sino's securities, 

alleging that Sino appeared to have engaged in significant non-arm's length transactions which 

may have been contrary to Ontario securities laws and the public interest, that Sino and certain of 

its officers and directors appeared to have misrepresented some of Sino's revenue and/or 

exaggerated some of its timber holdings, and that Sino and certain of its officers and directors, 

including Chan, appeared to be engaging or participating in acts, practices or a course of conduct 

related to Sino's securities which they (or any of them) knew or ought reasonably know would 

perpetuate a fraud. 

12. On November 13, 2011, the IC released the Second Report. Therein, the IC revealed, 

inter alia, that: (1) Sino's management had failed to cooperate in numerous important respects 

with the IC's investigation; (2) ''there is a risk" that certain of Sino's operations "taken as a 

whole" were in violation of PRC law; (3) Sino adopted processes that "avoid[] Chinese foreign 

exchange controls which must be complied with in a normal cross-border sale and purchase 

transaction, and [which] could present an obstacle to future repatriation of sales proceeds, and 

could have tax implications as well"; (4) the IC "has not been able to verify that any relevant 

income taxes and VAT have been paid by or on behalf of the BVIs in China"; (5) Sino lacked 

proof of title to the vast majority of its purported holdings of standing timber; (6) Sino's 

"transaction volumes with a number of AI and Suppliers do not match the revenue reported by 

such Suppliers in their SAIC filing"; (7) "[n]one of the BVI timber purchase contracts have as 
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attachments either (i) Plantation Rights Certificates from either the Counterparty or original 

owner or (ii) villager resolutions, both of which are contemplated as attachments by the standard 

form of BVI timber purchase contract employed by the Company; and (8) "[t]here are 

indications in emails and in interviews with Suppliers that gifts or cash payments are made to 

forestry bureaus and forestry bureau officials." 

13. On January 31, 2012, the IC released its Final Report. Therein, the IC effectively 

revealed that, despite having conducted an investigation over nearly eight months, and despite 

the expenditure of US$50 million on that investigation, it had failed to refute, or even to provide 

plausible answers to, key allegations made by Muddy Waters: 

This Final Report of the IC sets out the activities undertaken by the IC since mid
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
now at the point of diminishing returns because much of the information which it 
is seeking lies with non-compellable third parties, may not exist or is apparently 
not retrievable from the records of the Company. 

[ ... ] 

Given the circumstances described above, the IC understands that, with the 
delivery of this Final Report, its review and examination activities are terminated. 
The IC does not expect to undertake further work other than assisting with 
responses to regulators and the RCMP as required and engaging in such further 
specific activities as the IC may deem advisable or the Board may instruct. The 
IC has asked the IC Advisors to remain available to assist and advise the IC upon 
its instructions 

14. Sino failed to meet the standards required of a public company in Canada. Aided by its 

auditors and the Underwriters, Sino raised billions of dollars from investors on the false premise 

that they were investing in a well managed, ethical and GAAP--compliant corporation. They 
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were not. Accordingly, this action is brought to recover the Class Members' losses from those I 
who caused them: the Defendants. I 

IV. THE PARTIES 

A. The Plaintiffs 

15. Labourers are the trustees of the Labourers' Pension Fund of Central and Eastern Canada, I 
a multi-employer pension plan providing benefits for employees working in the construction I 
industry. The fund is a union-negotiated, co1lectively-bargained defined benefit pension plan 

established on February 23, 1972 and currently has approximately $2 billion in assets, over I 
39,000 members and over 13,000 pensioners and beneficiaries and approximately 2,000 

participating employers. A board oftrustees representing members of the plan governs the fund. I 
The plan is registered under the Pension Benefits Act, RSO 1990, c P.S and the Income Tax Act, 

RSC 1985, 5th Supp, c,l. Labourers purchased Sino's common shares over the TSX during the 
I 

Class Period and continued to hold shares at the end of the Class Period. In addition, Labourers I 
purchased Sino common shares offered by the December 2009 Prospectus and in the distribution 

to which that Prospectus related. I 
16. Operating Engineers are the trustees of the International Union of Operating Engineers I 
Local 793 Pension Plan for Operating Engineers in Ontario, a multi-employer pension plan 

providing pension benefits for operating engineers in Ontario. The pension plan is a union- I 
negotiated, collectively-bargained defined benefit pension plan established on November l, 1973 

and currently has approximately $1.5 billion in assets, over 9,000 members and pensioners and I 
beneficiaries. The fund is governed by a board of trustees representing members of the plan. The 

plan is registered under the Pension Benefits Act, RSO 1990, c P.8 and the Income Tax Act, RSC 
lr 

I 

1985, 5th Supp, c. I. Operating Engineers purchased Sino's common shares over the TSX during I 
the Class Period, and continued to hold shares at the end of the Class Period. 

I 
I· 
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17. AP7 is the Swedish National Pension Fund. As of June 30,2011, AP7 had approximately 

$15.3 billion in assets under management. Funds managed by AP7 purchased Sino's common 

shares over the TSX during the Class Period and continued to hold those common shares at the 

end of the Class Period. 

·18. Grant is an individual residing in Calgary, Alberta. He purchased 100 ofthe Sino 6.25% 

Guaranteed Senior Notes due 2017 that were offered by the October 2010 Offering 

Memorandum and in the distribution to which that Offering Memorandum related. Grant 

continued to hoJd those Notes at the end of the Class Period. 

19. Wong is an individual residing in Kincardine, Ontario. During the Class Period, Wong 

purchased Sino's common shares over the TSX and continued to hold some or all of such shares 

at the end of the Class Period. In addition, Wong purchased Sino common shares offered by the 

December 2009 Prospectus and in the distribution to which that Prospectus related, and 

continued to own those shares at the end of the Class Period. 

B. The Defendants 

20. Sino purports to be a commercial forest plantation operator in the PRC and elsewhere. 

Sino is a corporation formed under the CBCA. 

21. At the material times, Sino was a reporting issuer in all provinces of Canada, and had its 

registered office located in Mississauga, Ontario. At the material times, Sino's shares were listed 

for trading on the TSX under the ticker symbol "TRE," on the Berlin exchange as "SFJ GR," on 

the over-the-counter market in the United.States as "SNOFF" and on the Tradegate market as 

"SFJ TH." Sino securities are also listed on alternative trading venues in Canada and elsewhere 

including, without limitation, AlphaToronto and PureTrading. Sino's shares also traded over-
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the-counter in the United States. Sino has various debt instruments, derivatives and other 

securities that are traded in Canada and elsewhere. 

22. As a reporting issuer in Ontario, Sino was required throughout the Class Period to issue 

and file with SEDAR: · 

23. 

(a) 

(b) 

(c) 

within 45 days of the end of each quarter, quarterly interim financial statements 

prepared in accordance with GAAP that must include a comparative statement to 

the end of each of the corresponding periods in the previous financial year; 

within 90 days of the end of the fiscal year, annual financial statements prepared 

in accordance with GAAP, including comparative financial statements relating to 

the period covered by the preceding financial year; 

contemporaneously with each of the above, a MD&A of each of the above 

financial statements; and 

(d) within 90 days of the end of the fiscal year, an AIF, including material 

information about the company and its business at a point in time in the context of 

its historical and possible future development. 

MD&As are a narrative explanation of how the company performed during the period 

covered by the financial statements, and of the company's financial condition and future 

prospects. The MD&A must discuss important trends and risks that have affected the financial 

statements, and trends and risks that are reasonably likely to affect them in future. 

24. AIFs are an annual disclosure document intended to provide material information about 

the company and its business at a point in time in the context of its historical and future 

development. The AIF describes the company, its operations and prospects, risks and other 

external factors that impact the company specifically. 
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25. Sino contro.Jled the contents of its MD&As, financial statements, AIFs ·and the other 

documents particularized herein and the misrepresentations made therein were made by Sino. 

26. Chan is a co-founder of Sino, and was the Chainnan, Chief Executive Officer and a 

director of the company from 1994 until his resignation from those positions on or about August 

25, 2011. As Sino's CEO, Chan signed and certified the company's disclosure documents 

during the Class Period. Chan, along with Hyde, signed each of the 2006-2010 Audited Annual 

Financial Statements on behalf of Sino's board. Chan resides in Hong Kong, China. 

27. Chan certified each of Sino's Class Period annual and quarterly MD&As and financial 

statements, each of which is an Impugned Document. In so doing, he adopted as his own the 

false statements such documents contained, as particularized below. Chan signed each of Sino's 

Class Period aruma! financial statements, each of which is an Impugned Document. In so doing, 

he adopted as his own the false statements such documents contained, as particularized below. 

As a director and officer, he caused Sino to make the misrepresentations particularized below. 

28. Since Sino was established, Chan has received lavish compensation from Sino. For 
( 

example, for 2006 to 2010, Chan's total compensation (other than share-based compensation) 

was, respectively, US$3.0 million, US$3.8 million, US$5.0 million, US$7.6 million and US$9.3 

million. 

29. As at May 1, 1995, shortly after Sino became a reporting issuer, Chan held 18.3% of 

Sino's outstanding common shares and 37.5% of its preference shares. As of April29, 2011 he 

held 2.7% of Sino's common shares (the company no longer has preference shares outstanding). 

Chan has made in excess of $10 million through the sale of Sino shares. 
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30. Horsley is Sino's Chief Financial Officer, and has held this position since October 2005. 

In his position as Sino's CFO, Horsley has signed and certified the company's disclosure 

documents during the Class Period. Horsley resides in Ontario. Horsley has made in excess of 

$11 million through the sale of Sino shares. 

31. Horsley certified each of Sino's Class Period annual and quarterly MD&As and financial 

statements, each of which is an Impugned Document. In so doing, he adopted as his own the 

false statements such documents contained, as particularized below. Horsley signed each of 

Sino's Class Period annual financial statements, each of which is an Impugned Document. In so 

doing, he adopted as his own the false statements such documents contained, as particularized 

below. As an officer, he caused Sino to make the misrepresentations particularized below. 

32. Since becoming Sino's CFO, Horsley has also received lavish compensation from Sino. 

For 2006 to 2010, Horsley's total compensation (other than share-based compensation) was, 

respectively, US$1.1 million, US$1.4 million, US$1.7 million, US$2.5 million, and US$3.1 

million. 

33. Peon is a co-founder of Sino, and has been the President of the company since 1994. He 

was a director of Sino from 1994 to May 2009, and he continues to serve as Sino's President. 

Poon resides in Hong Kong, China. While he was a board member, he adopted as his own the 

false statements made in each of Sino's annual financial statements, particularized below, when 

such statements were signed on his behalf. While he was a board member, he caused Sino to 

make the misrepresentations particularized below. 

34. As at May 1, 1995, shortly after Sino became a reporting issuer, Poon held 18.3% of 

Sino's outstanding common shares and 37.5% of its preference shares. As of April 29, 2011 he 
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held 0.42% of Sino's common shares. Poon has made in excess of$34.4 million through the sale 

of Sino shares. 

35. Poon rarely attended board meetings while he was on Sino's board. From the beginning 

of2006 until his resignation from the Board in 2009, he attended 5 of the 39 board meetings, or 

less than 13% of all board meetings held during that period. 

36. Wang is a director of Sino, and has held this position since August 2007. Wang resides 

in Hong Kong, China. As a board member, he adopted as his own the false statements made in 

each of Sino's annual financial statements, particularized below, when such statements were 

signed on his behalf. As a board member, he caused Sino to make the misrepresentations 

particularized below. 

37. Martin has been a directo! of Sino since 2006, and was appointed vice-chairman in 2010. 

On or about August 25, 2011, Martin replaced Chan as Chief Executive Officer of Sino. Martin 

was a member of Sino's audit committee prior to early 2011. Martin has made in excess of 

$474,000 through the sale of Sino shares. He resides in Hong Kong, China. As a board member, 

he adopted as his own the false statements made in each of Sino's annual fmancial statements, 

particularized below, when such statements were signed on his behalf. As a board member, he 

caused Sino to make the misrepresentations particularized herein. 

38. Mak is a director of Sino, and has held this position since 1994. Mak was a member of 

Sino's audit committee prior to early 2011. Mak and persons connected with Mak have made in 

excess of $6.4 million through sales of Sino shares. Mak resides in British Columbia. As a 

board member, he adopted as his own the false statements made in each of Sino's annual 
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financial statements, particularized below, when such statements were signed on his behalf. As a 

board member, he caused Sino to make the misrepresentations particularized below. 

39. Murray is a director of Sino, and has held this position since 1999. Murray has made in 

excess of $9.9 million through sales of Sino shares. Murray resides in Hong Kong, China. As a 

board member, he adopted as his own the false statements made in each of Sino's annual 

financial statements, particularized below, when such statements were signed on his behalf. As a 

board member, he caused Sino to make the misrepresentations particularized below. 

40. Since becoming a director, Murray has rarely attended board and board committee 

meetings. From the beginning of 2006 to the close of 2010, Murray attended 14 of 64 board 

meetings, or less than 22% of board meetings held during that period. During that same period, 

Murray attended 2 out of 13, or 15%, of the meetings held by the Board's Compensation and 

Nominating Committee, and attended none of the 11 meetings of that Committee held from the 

beginning of2007 to the close of2010. 

41.. Hyde is a director of Sino, and has held this position since 2004. Hyde was previously a 

partner of E&Y. Hyde is the chairman of Sino's Audit Committee. Hyde, along with Chan, 

signed each of the 2007-2010 Annual Consolidated Financial Statements on behalf of Sino's 

board. Hyde is also member of the Compensation and Nominating Committee. Hyde has made 

in excess of $2.4 million through the sale of Sino shares. Hyde resides in Ontario. As a board 

member, he adopted as his own the false statements made in each of Sino's annual financial 

statements, particularized below, when he signed such statements or when they were signed on 

his behalf. As a board member, he caused Sino to make the misrepresentations particularized 

below. 
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42. Ardell is a director of Sino, and has held this position since January 2010. Ardell is a 

member of Sino's audit committee. Ardell resides in Ontario. As a board member, he adopted 

as his own the false statements made in each of Sino's annual financial statements released while 

he was a board member, particularized below, when such statements were signed on his behalf. 

As a board member, he caused Sino to make the misrepresentations particularized below. 

43. Bowland was a director of Sino from February 2011 until his resignation from the Board 

of Sino in November 2011. While on Sino's Board, Bowland was a member of Sino's Audit 

Committee. He was formerly an employee of a predecessor to E&Y. Bowland resides in 

Ontario. As a board member, he adopted as his own the false statements made in each of Sino's 

annual financial statements released while he was a board member, particularized below, when 

such statements were signed on his behalf. As a board member, he caused Sino to make the 

misrepresentations particularized below. 

44. West is a director of Sino, and has held this position since February 2011. West was 

previously a partner at E&Y. West is a member of Sino's Audit Committee. West resides in 

Ontario. As a board member, he adopted as his own the false statements made in each of Sino's 

annual financial statements released while he was a board member, particularized below, when 

such statements were signed on his behalf. As a board member, he caused Sino to make the 

misrepresentations particularized below. 

45. As officer and/or directors of Sino, the Individual Defendants were fiduciaries of Sino, 

and they made the misrepresentations alleged herein, adopted such misrepresentations, and/or 

caused Sino to make such misrepresentations while they were acting in their capacity as 

fiduciaries, and in violation of their fiduciary duties. In addition, Chan, Poon, Horsley, Martin, 
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Mak and Murray were unjustly enriched in the manner and to the extent particularized below 

while they were acting in their capacity as fiduciaries, and in violation of their fiduciary duties. 

46. At all material times, Sino maintained the Code, which governed Sino's employees, 

officers and directors, including the Individual Defendants. The Code stated that the members of 

senior management "are expected to lead according to high standards of ethical conduct, in both 

words and actions ... " The Code further required that Sino repres~mtatives act in the best 

interests of shareholders, corporate opportunities not be used for personal gain, no one trade in 

Sino securities based on undisclosed knowledge stemming from their position or employment 

with Sino, the company's books and records be honest and accurate, conflicts of interest be 

avoided, and any violations or suspected violations of the Code, and any concerns regarding 

accounting, financial statement disclosure, internal accounting or disclosure controls or auditing 

matters, be reported. 

47. E&Y has been engaged as Sino's auditor since August 13, 2007. E&Y was also engaged 

as Sino's auditor from Sino's creation through February 19, 1999, when E&Y abruptly resigned 

during audit season and was replaced by the now-defunct Arthur Andersen LLP. E& Y was also 

Sino's auditor from 2000 to 2004, when it was replaced by BDO. E&Y is an expert of Sino 

within the meaning of the Securities Legislation. 

48. E&Y, in providing what it purported to be "audit" services to Sino, made statements that 

it knowingly intended to be, and which were, disseminated to Sino's current and prospective 

security holders. At all material times, E&Y was aware ofthat class ofpersons,'intended to and 

did communicate with them, and intended that that class of persons would rely on E&Y's 

statements relating to Sino, which they did to their detriment. 
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49. E&Y consented to the inclusion in the June 2009 and December 2009 Prospectuses, as 

well as the July 2008, June 2009, December 2009 and October 2010 Offering Memoranda, of its 

audit reports on Sino's Annual Financial Statements for various years, as alleged more 

particularly below. 

50. BOO is the successor of BOO McCabe Lo Limited, the Hong Kong, China based 

auditing firm that was engaged as Sino's auditor during the period of March 2 I, 2005 through 

August 12, 2007, when they resigned at Sino's request, and were replaced byE&Y. BDO is an 

expert of Sino within the meaning ofthe Securities Legislation. 

51. During the term of its service as Sino's auditor, BOO provided what it purported to be 

"audit" services to Sino, and in the course thereof made statements that it knowingly intended to 

be, and which were, disseminated to Sino's current and prospective security holders. At all 

material times, BOO was aware of that class of persons, intended to and did communicate with 

them, and intended that that class of persons rely on BOO's statements relating to Sino, which 

they did to their detriment. 

52. BOO consented to the inclusion in each of the June 2007 and December 2009 

Prospectuses and the July 2008, June 2009 and December 2009 Offering Memoranda, of its audit 

reports on Sino's Annual Financial Statements for 2005 and 2006. 

53. E&Y and BOO's annual Auditors' Report was made ''to the shareholders of Sino-Forest 

corporation," which included the Class Members. Indeed, s. 1000.11 of the Handbook of the 

Canadian Institute of Chartered Accountants states that ''the objective of financial statements for 

profit-oriented enterprises focuses primarily on the information needs of investors and creditors" 

[emphasis added]. 
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54. Sino's shareholders, including numerous Class Members, appointed E&Y as auditors of 

Sino-Forest by shareholder resolutions passed on various dates, including on June 21, 2004, May 

26,2008, May 25,2009, May 31,2010 and May 30,2011. 

55. Sino's shareholders, including numerous Class Members, appointed BDO as auditors of 

Sino-Forest by resolutions passed on May 16, 2005, June 5, 2006 and May 28, 2007. 

56. During the Class Period, with the knowledge and consent of BDO or E& Y (as the case 

may be), Sino's audited annual financial statements for the years ended December 31, 2006, 

2007, 2008, 2009 and 2010, together with the report of BDO or E&Y thereon (as the case may 

be), were presented to the shareholders of Sino (including numerous Class Members) at annual 

meetings of such shareholders held in Toronto, Canada on, respectively, May 28,2007, May 26, 

2008, May 25, 2009, May 31, 2010 and May 30, 2011. As alleged elsewhere herein, all such 

financial statements constituted Impugned Documents. 

57. Poyry is an international forestry consulting firm which purported to provide certain 

forestry consultation services to Sino. Poyry is an expert of Sino within the meaning of the 

Securities Legislation. 

58. Poyry, in providing what it purported to be "forestry consulting" services to Sino, made 

statements that it knowingly intended to be, and which were, disseminated to Sino's current and 

prospective security holders. At all material times, P5yry was aware .of that class of persons, 

intended to and did communicate with them, and intended that that class of persons would rely 

on Poyry's statements relating to Sino, which they did to their detriment. 
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59. Poyry consented to the inclusion in the June 2007, June 2009 and December 2009 

Prospectuses, as well as the ~uly 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, of its various reports, as detailed below in paragraph •. 

60. The Underwriters are various financial institutions who served as underwriters in one or 

more of the Offerings. 

61. In connection with the distributions conducted pursuant to the June 2007, June 2009 and 

December 2009 Prospectuses, the Underwriters who underwrote those distributions were paid, 

respectively, an aggregate of approximately $7.5 million, $14.0 million and $14.4 million in 

underwriting commissions. In cozmection with the offerings of Sino's notes in July 2008, 

December 2009, and October 2010, the Underwriters who underwrote those offerings were paid, 

respectively, an aggregate of approximately US$2.2 million, US$8.5 million and $US6 million. 

Those commissions were paid in substantial part as consideration for the Underwriters' 

purported due diligence examination of Sino's business and affairs. 

62. None of the Underwriters conducted a reasonable investigation into Sino in connection 

with any of the Offerings. None of the Underwriters had reasonable grounds to believe that there 

was no misrepresentation in any of the Impugned Documents. In the circumstances of this case, 

including the facts that Sino operated in an emerging economy, Sino had entered Canada's 

capital markets by means of a reverse merger, and Sino had reported extraordinary results over 

an extended period of time that far surpassed those reported by Sino's peers, the Underwriters all 

ought to have exercised heightened vigilance and caution in the course of discharging their duties 

to investors, which they did not do. Had they done so, they would have uncovered Sino's true 

nature, and the Class Members to whom they owed their duties would not have sustained the 

losses that they sustained on their Sino investments. 
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v. THE OFFERINGS 

63. Through the Offerings, Sino raised in aggregate in excess of $2.7 billion from investors 

during the Class Period. In particular: 

(a) On June 5, 2007, Sino issued and filed with SEDAR the June 2007 Prospectus 

pursuant to which Sino distributed to the public 15,900,000 common shares at a 

price of $12.65 per share for gross proceeds of $201,135,000. The June 2007 

Prospectus incorporated by reference Sino's: (1) 2006 AIF; (2) 2006 Audited 

Annual Financial Statements; (3) 2006 Annual MD&A; (4) Management 

Information Circular dated April27, 2007; (5) Ql 2007 Financial Statements; and 

(6) Q1 2007 MD&A; 

(b) On July 17, 2008, Sino issued the July 2008 Offering Memorandum pursuant to 

which Sino sold through private placement US$345 million in aggregate principal 

amount of convertible senior notes due 2013. The July 2008 Offering 

Memorandum included: (1) Sino's Consolidated Annual Financial Statements for 

2005, 2006 and 2007; (2) Sino's unaudited interim financial statements for the 

three-month periods ended March 31, 2007 and 2008; (3) the section of the 2007 

AIF entitled "Audit Committee" and the charter of the Audit Committee attached 

as an appendix to the 2007 AIF; and (4) the Poyry report entitled "Sino-Forest 

Corporation Valuation of China Forest Assets Report as at 31 December 2007" 

dated March 14, 2008; 

(c) On June 1, 2009, Sino issued and filed with SEDAR the June 2009 Prospectus 

pursuant to which Sino distributed to the public 34,500,000 common shares at a 

price of $11.00 per share for gross proceeds of $379,500,000. The June 2009 

Prospectus incorporated by reference Sino's: (1) 2008 AIF; (2) 2007 and 2008 

Annual Consolidated Financial Statements; (3) Amended 2008 Annual MD&A; 

(4) Q1 2009 MD&A; (5) Ql 2008 and 2009 Financial Statements; (6) Ql 2009 

MD&A; (7) Management Information Circular dated April 28, 2009; and (8) the 

Poyry report titled "Valuation of China Forest Corp Assets As at 31 December 

2008" dated April I, 2009; 
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On June 24,2009, Sino issued the June 2009 Offering Memorandum for exchange 

of certain of its then outstanding senior notes due 2011 with new notes, pursuant 

to which Sino issued US$212,330,000 in aggregate principal amount of 10.25% 

Guaranteed Senior Notes due 2014. The June 2009 Offering Memorandum 

incorporated by reference: (1) Sino's 2005, 2006 and 2007 Consolidated Annual 

Financial Statements; (2) the auditors' report of BDO dated March 19~ 2007 with 

respect to Sin<?'s Consolidated Annual Financial Statements for 2005 and 2006; 

(3) the auditors' report of E&Y dated March 12, 2008 with respect to Sino's 

Consolidated Annual Financial Statements for 2007 except as to notes 2, 18 an~ 

23; (4) Sino's Consolidated Annual Financial Statements for 2007 and 2008 and 

the auditors' report of E&Y dated March 13, 2009; (5) the section entitled "Audit 

Committee" in the 2008 AIF, and the charter of the Audit Committee attached as 

an appendix to the 2008 AIF; and (6) the unaudited interim financial statements 

for the three-month periods ended March 31, 2008 and 2009; 

On December 10, 2009, Sino issued the December 2009 Offering Memorandum 

pursuant to which Sino sold through private placement US$460,000,000 in 

aggregate principal amount of 4.25% convertible senior notes due 2016. This 

Offering Memorandum incorporated by reference: (1) Sino's Consolidated 

Annual Financial Statements for 2005, 2006, 2007; (2) the auditors' report of 

BDO dated March 19, 2007 with respect to Sino's Annual Financial Statements 

for 2005 and 2006; (3) the auditors' report of E&Y dated March 12, 2008 with 

respect to Sino's Consolidated Annual Financial Statements for 2007, except as to 

notes 2, 18 and 23; (4) Sino's Consolidated Annual Financial Statements for 2007 

and 2008 and the auditors' report of E&Y dated March 13, 2009; (5) the 

unaudited interim consolidated financial statements for the nine-month periods 

ended September 30, 2008 and 2009; (6) the section entitled "Audit Committee" 

in the 2008 AIF, and the charter of the Audit Committee attached to the 2008 

AIF; (7) the Poyry report entitled "Sino-Forest Corporation Valuation of China 

Forest Assets as at 31 December 2007"; and (8) the Poyry report entitled "Sino

Forest Corporation Valuation of China Forest Corp Assets as at 31 December 

2008" dated April 1, 2009; 
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On December 10, 2009, Sino issued and filed with SEDAR the December 2009 

Prospectus (together with the June 2007 Prospectus and the June 2009 Prospectus, 

the "Prospectuses") pursuant to which Sino distributed to the public 21,850,000 

common shares at a price of $16.80 per share for gross proceeds of $367,080,000. 

The December 2009 Prospectus incorporated by reference Sino's: (1) 2008 AIF; 

(2) 2007 and 2008 Annual Consolidated Financial Statements; (3) Amended 2008 

Annual MD&A; (4) Q3 2008 and 2009 Financial Statements; (5) Q3 2009 

MD&A; (6) Management Information Circular dated April 28, 2009; and (7) the 

Poyry report titled "Valuation of China Forest Corp Assets As at 31 December 

2008" dated April!, 2009; 

On February 8, 2010, Sino closed the acquisition of substantially all of the 

outstanding common shares of Mandra Forestry Holdings Limited. Concurrent 

with this acquisition, Sino completed an exchange with holders of 99.7% of the 

USD$195 million notes issued by Mandra Forestry Finance Limited and 96.7% of 

the warrants issued by Mandra Forestry Holdings Limited, for new 10.25% 

guaranteed senior notes issued by Sino in the aggregate principal amount of 

USD$187,177,375 with a maturity date of July 28, 2014. On February 11, 2010, 

Sino exchanged the new 2014 Senior Notes for an additional issue of 

USD$187,187,000 in aggregate principal amount of Sino's existing 2014 Senior 

Notes, issued pursuant to the June 2009 Offering Memorandum; and 

On October 14, 2010, Sino issued the October 2010 Offering Memorandum 

pursuant to which Sino sold through private placement US$600,000,000 in 

aggregate principal amount of 6.25% guaranteed senior notes due 2017. The 

October 2010 Offering Memor.andum incorporated by reference: (1) Sino's 

Consolidated Annual Financial Statements for 2007, 2008 and 2009; (2) the 

auditors' report of E&Y dated March 15, 2010 with respect to Sino's Annual 

Financial Statements for 2008 and 2009; and (3) Sino's unaudited interim 

fmancial statements for the six-month periods ended June 30,2009 and 2010. 
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64. The offering documents referenced in the preceding paragraph included, or incorporated 

other documents by reference that included, the Representation and the other misrepresentations 

in such documents that are particularized elsewhere herein. Had the truth in regard to Sino's 

management, business and affairs been timely disclosed, securities regulators likely Would. not 

have receipted the Prospectuses, nor would any of the Offerings have occurreg. 

65. Each of Chan, Horsley, Martin and Hyde signed the June 2007 Prospectus, and therein 

falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, CIBC, ·Merrill and Credit Suisse also signed the June 2007 

Prospectus, and therein falsely certified that, to the best of its knowledge, information and belief, 

that prospectus, together with the documents incorporated therein by reference, constituted full; 

true and plain disclosure of all material facts relating to the securities offered thereby. 

66. Each of Chan, Horsley, Martin and Hyde signed the June 2009 Prospectus, and therein 

falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted. full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia and TD also signed the June 

2009 Prospectus, and therein falsely certified that, to the best of its knowledge, information and 

belief, that prospectus, together with the docl.unents incorporated therein by reference, 

constituted full, true and plain disclosure of all material facts relating to the securities offered 

thereby. 

67. Each of Chan, Horsley, Martin and Hyde signed the December 2009 Prospectus, and 

therein falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 

1 00 
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offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, 

Canaccord and TD also signed the December 2009 Prospectus, and therein falsely certified that, 

to the best of its knowledge, information and belief, that prospectus, together with the documents 

incorporated therein by reference, constituted full, true and plain disclosure of all material facts 

relating to the securities offered thereby. 

68. E& Y consented to the inclusion in: (1) the June 2009 Prospectus, of its audit reports on 

Sino's Audited Annual Financial Statements for 2007 and 2008; (2) the December 2009 

Prospectus, of its audit reports on Sino's Audited Annual Financial Statements for 2007 and 

2008; (3) the July 2008 Offering Memorandum, of its audit reports on Sino's Audited Annual 

Financial Statements for 2007, and its adjustments to Sino's Audited Annual Financial 

Statements for 2005 and 2006; (4) the December 2009 Offering Memorandum, of its audit 

reports on Sino's Audited Annual Financial Statements for 2007 and 2008; and (5) the October 

2010 Offering Memoranda, of its audit reports on Sino's Audited Annual Financial Statements 

for 2008 and 2009. 

69. BDO consented to the inclusion in each of the June 2007 and December 2009 

Prospectuses and the July 2008, June 2009 and December 2009 Offering Memoranda of its audit 

reports on Sino's Audited Annual Financial Statements for 2006 and 2005. 

VI. THE MISREPRESENTATIONS 

70. During the Class Period, Sino made the misrepresentations particularized below. These 

misrepresentations related to: 

A. Sino's history and fraudulent origins; 

B. Sino's forestry assets; 

C. Sino's related party transactions; 
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D. Sino's relationships with forestry bureaus and its purported title to forestry assets in the 
PRC; 

E. Sino's relationships with its "Authorized Intermediaries;" 

F. Sino's cash flows; 

G. Certain risks to which Sino was exposed; and 

H. Sino's compliance with GAAP and the Auditors' compliance with GAAS. 

Misrepresentations relating to Sino's History and Fraudulent Origins 

(i) Sino Overstates the Value of and the Revenues Generated by, the Leizhou Joint 
Venture 

At the time of its founding by way of reverse merger in 1994, Sino's business was 

conducted primarily through an equity joint venture between Sino's Hong Kong subsidiary, 

Sino-Wood Partners, Limited ("Sino-Wood"), and the Leizhou Forestry Bureau, which was 

situated in Guangdong Province in the south of the PRC. The name of the venture was 

Zhanjiang Leizhou Eucalyptus Resources Development Co. Ltd. ("Leizhou"). The statt!d 

purpose ofLeizhou, established in 1994, was: 

Managing forests, wood processing, the production of wood products and wood 
chemical products, and establishing a production facility with an annual 
production capacity of 50,000 m3 of Micro Density Fiber Board (MDF), 
managing a base of 120,000 mu (8,000 ha) of which the forest annual utilization 
would be 8,000 m3

. , 

72. There are two types of joint ventures in the PRC relevant to Sino: equity joint ventures 

('EJV") and cooperating joint ventures ("CJV"). In an EN, profits and assets are distributed in 

proportion to the parties' equity holdings upon winding up. In a CN, the parties may contract to 

divide profits and assets disproportionately to their equity interests. 

102 
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73. According to a Sino prospectus issued in January 1997, Leizhou, an EN, was responsible 

for 20,000 hectares of the 30,000 hectares that Sino claimed to have "phased-in." Leizhou was 

the key driver of Sino's purported early growth. 

74. Sino claimed to hold 53% of the equity in Leizhou, which was to total US$10 million, 

and Sino further claimed that the Leizhou Forestry Bureau was to contribute 20,000 ha of 

forestry land. In reality, however, the terms of the EJV required the Leizbou Forestry Bureau to 

contribute a mere 3,533 ha 

75. What was also unknown to investors was that Leizhou did not generate the sales claimed 

by Sino. More particularly, in 1994, 1995 and 1996, respectively, Sino claimed to have 

generated US$11.3 million, US$23.9 million and US$23.1 million in sales from Leizhou. In 

reality, however, these sales did not occur, or were materially overstated. 

76. Indeed, in an undisclosed letter-from Leizhou Forestry Bureau to Zhanjiang City Foreign 

and Economic Relations and Trade Commission, dated February 27, 1998, the Bureau 

complained:. 

To: Zhanjiang Municipal Foreign Economic Relations & Trade Commission 

Through mutual consultation between Leizhou Forestry Administration 
(hereinafter referred to as our side) and Sino-Wood Partners Limited (hereinafter 
referred to as the foreign party), and, with the approval document ZJMPZ 
No.021 [1994] issued by your commission on 28th January 1994 for approving 
the contracts and articles of association entered into by both parties, and, with the 
approval certificate WJMZHZZZ No.065 [1994] issued by your commission, 
both parties jointly established Zhanjiang Eucalyptus Resources Development 
Co. Ltd. (hereinafter referred to as the Joint Venture) whose incorporate number 
is 162622-0012 and duly registered the same with Zhanjiang Administration for 
Industry and Commerce and obtained the business license GSQHYZ No.00604 
on 29th January in the same year. It has been 4 years since the registration and 
we set out the situation as follows: 

I. Information of the investment of both sides 
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The investment of our side: according to the contract and articles of 
association signed by both sides and approved by your commission, our 
side has paid in RMB95,481,503.29 (equivalent to USD11,640,000.00) to 
the Joint Venture on 20th June 1995 through an in-kind contribution. The 
payment was made in accordance with the prescribed procedures and 
confmned by signatures of the legal representatives of both parties. 
According to the Capital Verification Report from Yuexi · (.iJ.E) 
Accounting Finn, this payment accounts for 99.1% of the agreed capital 
contribution from our side,- which is USD 11,750,000, and accounts for 
46.56% of the total investment. 

The investment of the foreign party: the foreign party has paid in 
USD1,000,000 on 16th March 1994, which was in the starting period ofthe 
Joint Venture. According to the Capital Verification Report from Yuexi 
(tJE§) AccoWlting Firm, this payment only accounts for 7.55% of the 
agreed capital contribution from the foreign party totaling 
USD13,250,000, and accoWlts for 4% of the total investment. Then, in the 
prescribed investment period, the foreign party did not further pay capital 
into the Joint Venture. In view of this, your commission sent a "Notice on 
Time for Capital Contribution" to the foreign party on 30th January 1996. 
In accordance with the notice, the foreign party then on I Oth April sent a 
letter to your commission, requesting for postponing the deadline for 
capital contribution to 20th December the same year. On 14th May 1996, 
your commission replied to Allen Chan (ll*tt/16i), the Chairman of the 
Joint Venture, stating that "postponement of the deadline for capital 
contribution is subject to the consent of our side and requires amendment 
of the term on the capital contribution time in the original contract, and 
both parties shall sign a bilateral supplementary contract; after the 
application has been approved, the postponed deadline will become 
effective.". Based on the spirit of the letter dated 14th May from your 
commission and for the purpose of achieving mutual communication and 
dealing with the issues of the Joint Venture actively and appropriately, on 
11th June 1996, Chan Shixing (IS*iH~) and two other Directors from our 
side sent a joint letter to Allen Chan (li*ti!\515t), the Chairman of the Joint 
Venture, to propose a meeting of the board to be convened before 30th 
June 1996 in Zhanjiang, in order to discuss how to deal with the issues of 
the Joint Venture in accordance with the relevant State provisions. 
UnfortWlately, the foreign party neither had discussion with our side 
pursuant to your commission's letter, nor replied to the proposal of our 
side, and furthermore failed to make payment to the Joint Venture. Now, it 
has been two years beyond the deadline for capital contribution (29th 
January 1996), and more than one year beyond the date prescribed by the 
Notice on Time for Capital Contribution issued by your commission (30th 
April 1996). However, the foreign party has been evading the discussion 
of the capital contribution issue, and moreover has taken no further action. 
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II. The Joint Venture is not capable of attaining substantial 
operation 

According to the contract and articles of association, the main purposes of 
setting up the Joint Venture are, on the one hand, to invest and construct a 
project producing 50,000 cubic meter Medium Density Fiberboard (MD F) 
a year; and on the other hand, to create a forest base of 120,000 mu, with 
which to produce 80,000 cubic meter of timber as raw material for the 
production of medium density fiberboard. The contract and articles of 
association also prescribed that the whole funding required for the MDF 
board project should be paid by the foreign party in cash; our side should 
pay in-kind the proportion of the fund prescribed by the contract. After 
contributing capital of USDJ,OOO,OOO in the early stage, the foreign 
party not only failed to make subsequent capital contributions, but also 
in their own name successively withdrew a total amount of 
RMB4,141,045.02, from the funds they contributed, of which 
USD270,000 was paid to Huadu Baixing Wood Products Factory 
(te#'f/fi!i:J¥-*1/i!/Jbn, which has no business relationship with the 
Joint Venture. This amount of money equals 47.6% of [the foreign 
party's} paid in capitaL Although our side has almost paid off the agreed 
capital contribution (only short 0.9% of the total committed), due to the 
limited contribution from the foreign party and the fact that they 
withdrew a huge amount of money from those funds originally 
contributed by them, it is impossible for the Joint Venture to construct or 
set up. production projects and to commence production operation while 
the funds have been insufficient and the foreign party did not pay in the 
majority of the subscribed capitaL In fact, the Joint Venture therefore is 
merely a shell, existing in name only. 

Additionally, after the establishment of the Joint Venture, its internal 
operations have been extremely abnormal, for example, annual board 
meetings have not been held as scheduled; annual reports on the status and 
the results of the annual fmancial audit are missing; the withdrawal of the 
huge amount of funds by the foreign party was not discussed in the board 
meetings, etc. It is hard to list all here. 

In light of the present state of contributions by both sides and the status of 
the Joint Venture from its establishment till now, our side now applies to 
your commission for: 

1. The cancellation of the approval certificate for "Zhanjiang 
Eucalyptus Resources Development Co. Ltd.", i.e. WJMZHZZZ 

·No.· 065[1994], based on the relevant provisions of Certain 
Regulations on the Subscription of Capital by the Parties to Sino
Foreign Joint Equity Enterprises, 
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Direct the Joint Venture to complete the deregistration procedures 
for "Zhanjiang Eucalyptus Resources Development Co. Ltd." at 
the local Administration for Industry and Commerce, and for the 
return of its business license. 

Coordination with both parties to resolve the relevant remaining 
issues. 

Please let us have your reply on whether the above is in order. 

The Seal of the Leizhou Forestry Bureau 

1998, February 27 

[Translation; emphasis added.] 

In its 1996 Annual Financial Statements, Sino stated: 

The $14,992,000 due from the LFB represents cash collected from the sale of 
wood chips on behalf of the Leizhou EJV. As originally agreed to by Sino-Wood, 
the cash was being retained by the LFB to fund the ongoing plantation costs of the 
Leizhou EJV incurred by the LFB. Sino-Wood and LFB have agreed that the 
amount due to the Leizhou EJV, after reduction for plantation costs incurred, will 
be settled in 1997 concurrent with the settlement of capital contributions due to 
the Leizhou EJV by Sino-Wood. 

These statements were false, inasmuch as Leizhou never generated such sales. Leizhou 

was wound-up in 1998. 

79. At all material times, Sino's founders, Chan and Poon, were fully aware of the reality 

relating to Leizhou, and knowingly misrepresented the true status of Leizhou, as well as its true 

revenues and profits. 

(ii) Sino's Fictitious Investment in SJXT 

80. In Sino's audited financial statements for the year ended December 31, 1997, filed on 

SEDAR on May 20, 1998 (the "1997 Financial Statements"), Sino stated that, in order to 

establish strategic partnerships with key local wood product suppliers and to build a strong 

distribution for the wood-based product and contract supply businesses, it had acquired a 20% 

equity interest in "Shanghai Jin Xiang Timber Ltd." ("SJXT"). Sino then described SJXT as an 
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EN that had been formed in 1997 by the Ministry of Forestry in China, and declared that its 

function was to organize and manage the first and only official market for timber and log trading 

in Eastern China. It further stated that the investment in SJXT was expected to provide the 

Company with good accessibility to a large base of potential customers and companies in the 

timber and log -businesses in Eastern China. 

81. There is, in fact, no entity known as "Shanghai Jin Xiang Timber Ltd." While an entity 

called "Shanghai Jin Xiang Timber Wholesale Market" does exist, Sino did not have, as claimed 

in its disclosure documents, an equity stake in that venture. 

82. According to the 1997 Audited Annual Financial Statements, the total investrne~t of 

SJXT was estimated to be US$9.7 million, of which Sino would be required to contribute 

approximately US$1.9 million for a 20% equity interest. The 1997 Audited Annual Financial 

Statements stated that, as at December 31, 1997, Sino had made capital contributions to SJXT in 

the amount of US$1.0 million. In Sino's balance sheet as at December 31, 1997, the SXJT 

investment was shown as an asset of$1.0 million. 

83. In October 1998, Sino announced an Agency Agreement with SJXT. At that time, Sino 

stated that it would provide 130,000 m3 of various wood products to SJXT over an 18 month 

period, and that, based on then-current market prices, it expected this contract to generate 

"significant revenue" for Sino-Forest amounting to approximately $40 million. The revenues 

that were purportedly anticipated from the SJXT contract were highly material to Sino. Indeed, 

Sino's total reported revenues in 1998 were $92.7 million. 

84. In Sino's Audited Annual Financial Statements for the year ended December 31, 1998, 

which statements were filed on SEDAR on May 18, 1999 (the "1998 Financial Statements"), 

Sino again stated that, in 1997, it had acquired a 20% equity interest in SJXT, that the total 
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investment in SJXT was estimated to be US$9.7 million, of which Sino would be required to 

contribute approximately $1.9 million, representing 20% of the registered capital, and that, as at 

December 31, 1997 and 1998, Sino had made contributions in the amount ofUS$1.0 million to 

SJXT. In Sino's balance sheet as at December 31, 1998, the SXJT investment was again shown 

as an assetofUS$1.0 million. 

85. Sino also stated in the 1998 Audited Annual Financial Statements that, during 1998, the 

sale of logs and lumber to SJXT amounted to approximately US$537,000. These sales were 

identified in the notes to the 1998 Financial Statements as related party transactions. 

86. In Sino's Annual Report for 1998, Chan stated that lumber and wood products trading 

constituted a "promising new opportunity." Chan explained that: 

SJXT represents a very significant development for our lumber and wood 
products trading business. The market is prospering and continues to look very 
promising. Phase I, consisting of 100 shops, is completed. Phases II and III are 
expected to be completed by the year 2000. This expansion would triple the size 
of the Shanghai Timber Market. 

The Shanghai Timber Market is important to Sino-Forest as a generator of 
signifiCant new revenue. In addition to supplying various forest products to the 
market from our own operations, our direct participation in SJXT increases our 
activities in sourcing a wide range of other wood products both from inside 
China and internationally. 

The Shanghai Timber Market is also very benefiCial to the development of the 
forest products industry in China because it is the first forest products national 
sub-market in the eastern region of the country. 

[ .. . ] 

The market also greatly facilitates Sino-Forest's networking activities, enabling 
us to build new industry relationships and add to our market intelligence, all of 
which increasingly leverage our ability to act as principal in our dealings. 

[Emphasis added.] 
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87. Chan also stated in the 1998 Annual Report that the "Agency Agreement with SJXT [is] 

expected to generate approximately $40 million over 18 months." 

88. In Sino's Annual Report for 1999, Sino stated: 

There are also promising growth opportunities as Sino-Forest's investment in 
Shanghai Jin Xiang Timber Ltd. (SJXT or the Shanghai Timber Market), 
develops. The Company also continues to explore opportunities to establish and 
reinforce ties with other international forestry companies and to bring our e
commerce technology into operation. 

Sino-Forest's investment in the Shanghai Timber Market - the first national 
forest products submarket in eastern China - has provided a strong foundation 
for the Company's lumber and wood products trading business. 

[Emphasis added.] 

89. In Sino's MD&A for the year ended December 31, 199~, Sino also stated that: 

Sales from lumber and wood products trading increased 264% to $34.2 million 
compared to $9.4 million in 1998. The increase in lumber and wood products 
trading is attributable largely to the increase in new business generated from 
our investment in Shanghai Jin Xiang Timber Ltd. (SJXT) and a larger sales 
force in 1999. Lumber and wood products trading on an agency basis has 
increased 35% from $2.3 million in 1998 to $3.1 million in 1999. The increase in 
commission income on lumber and wood products trading is attributable to 
approximately $1.8 million of fees earned from a new customer. 

[Emphasis added.] 

90. That same MD&A, however, also states that "The investment in SJXT has contributed to 

the significant growth of the lumber and wood products trading business, which has recorded an 

increase in sales of 219% from $11.7 million in 1998 to $37.2 million in 1999" (emphasis 

added). 

91. In Sino's Audited Annual Financial Statements for the year ended December 31, 1999, 

which statements were filed on SEDAR on May 18, 2000 (the "1999 Financial Statements"), 

Sino stated: 
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During the year, Shanghai Jin Xiang Timber Ltd. ["SJXT''] applied to increase 
the original total capital contributions of $868,000 [Chinese renminbi 7.2 
million] to $1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to 
make an additional contribution of $278,000 as a result of the increase in total 
capital contributions. The additional capital contribution of $278,000 was made 
in 1999 increasing its equity interest in SJXT from 27.8% to 34.4%. The 
principal activity of SJXT is to organize trading of timber and logs in the PRC 
market. 

[Emphasis added.] 

The statements made in the 1999 Financial Statements contradicted Sino's prior 

representations in relation to·SJXT. Among other things, Sino previously claimed to have made 

a capital contribution of $1,03 7,000 for a 20% equity interest in SJXT. 

93. In addition, note 2(b) to the 1999 Financial Statements stated that, "[a ]s at December 31, 

1999, $796,000 ... advances to SJXT remained outstanding. The advances to SJXT were 

unsecured, non-interest bearing and without a fixed repayment date." Thus, assuming that Sino's 

contributions to SJXT were actually made, then Sino's prior statements in relation to SJXT were 

materially misleading, and violated GAAP, inasmuch as those statements failed to disclose that 

Sino had made to SJXT, a related party, a non-intereSt bearing loan of $796,000. 

94. In Sino's Audited Annual Financial Statements for the year ended December 31, 2000, 

which statements were filed on SEDAR on May 18, 2000 (the ''2000 Financial Statements"), 

Sino stated: 

In 1999, Shanghai Jin Xiang Timber Ltd. ("SJXT") applied to increase the 
original total capital contributions of $868,000 [Chinese renminbi 7.2 million] to 
$1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to make an 
additional contribution of $278,000 as a resuit of the increase in total capital 
contributions. The additional capital contribution of $278,000 was made in 1999 
increasing its equity interest in SJXT from 27.8% to 34.4%. The principal activity 
of SJXT is to organize the trading of timber and logs in the PRC market. During 
the year, advances to SJXT of $796,000 were repaid. 
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95. In Sino's balance sheet as at December 31,2000, the SJXT investment was shown as an 

asset of $519,000, being the sum of Sino's purported SJXT investment of $1,315,000 as at 

December 31, 1999, and the $796,000 of"advances" purportedly repaid to Sino by SJXT during 

the year ended December 31, 2000. 

96. In Sino's Annual Reports (including the audited annual financial statements .contained 

therein) for the years 2001 and beyond, there is no discussion whatsoever of SJXT. Indeed, 

Sino's "promising" and ''very significant" investment in SJXT simply evaporated, without 

explanation, from Sino's disclosure documents. In fact, and unbeknownst to the public, Sino 

never invested in a company called "Shanghai Jin Xiang Timber Ltd." Chan and Poon knew, or 

were reckless in not knowing of, that fact. 

97. At all material times, Sino's founders~ Chan and Poon, were fully aware of the reality 

relating to SJXT, and knowingly misrepresented the true status of SJXT and Sino's interested 

therein. 

(iii) Sino's Materially Deficient and Misleading Class Period Disclosures regarding 
Sino 's History 

98. During the Class Period, the Sino disclosure documents identified below purported to -

provide investors with an overview of Sino's history. However, those disclosure documents, and 

indeed all of the Impugned Documents, failed to disclose the material fact that, from its very 

founding, Sino was a fraud, inasmuch as its purportedly key investments in Leizhou and SJXT 

were either grossly inflated or fictitious. 

99. Accordingly, the statements particularized in paragraphs 100 to 104 below were 

misrepresentations. The misleading nature of such statements was exacerbated by the fact that, 

throughout the Class Period, Sino's senior management and Board purported to be governed by 
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the Code, which touted the "high standards of ethical conduct, in both words and actions", of 

Sino's senior management and Board. 

100. In the Prospectuses, Sino described its history, but did not disclose that the SJXT 

investment was fictitious, or that the revenues generated by Leizhou were non-existent or grossly 

overstated. 

101. In particular, the June 2007 Prospectus stated merely that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act. On June 22, 2004, the Corporation 
filed articles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple-voting shares were 
eliminated. · 

102. Similarly, the June 2009 Prospectus stated only that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act. On June 22, 2004, the Corporation 
filed articles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple-voting shares were . 
eliminated. 

103. Finally, the December 2009 Prospectus stated only that: 

The Corporation was formedunder the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
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Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act (the "CBCA"). On June 22, 2004, 
the Corporation filed articles of amendment whereby its class A subordinate
voting shares were reclassified as Common Shares and its class B multiple-voting 
shares were eliminated. 

104. The failure to disclose the true nature of, and/or Sino's revenues and profits from, SJXT 

and Leizhou in the historical narrative in the Prospectuses rendered those Prospectuses materially 

false and misleading. Those historical facts would have alerted persons who purchased Sino 

shares under the Prospectuses, and/or in the secondary markets, to the highly elevated risk of 

investing in a company that continued to be controlled by Chan and Poon, both of whom were 

founders of Sino, and both of whom had knowingly misrepresented the true nature of Leizhou 

and SJXT from the time of Sino's creation. Thus, Sino was required to disclose those historical 

facts to the Class Members during the Class Period, but failed to do so, either in the Prospectuses 

or in any other Impugned Document. 

B. Misrepresentations relating to Sino's Forestry Assets 

(i) Sino Overstates its Yunnan Forestry Assets 

105. In a press release issued by Sino and filed on SEDAR on March 23, 2007, Sino 

announced that it had entered into an agreement to sell 26 million shares to several institutional 

investors for gross proceeds of US$200 million, and that the proceeds would be used for the 

acquisition of standing timber, including pursuant to a new agreement to purchase standing 

timber in Yunnan Province. It further stated in that press release that Sino-Panel (Asia) Inc. 

("Sino-Panel"), a wholly-owned subsidiary of Sino, had entered on that same day into an 

agreement with Gengma Dai and Wa Tribes Autonomous Region Forestry Company Ltd., 

("Gengma Forestry") established in Lincang City, Yunnan Province in the PRC, and that, under 

that Agreement, Sino-Panel would acquire approximately 200,000 hectares of non-state owned 
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commercial standing timber in Lincarig City and surrounding cities in Yunnan for US$700 

million to US$1.4 billion over a 1 0-year period. 

106. These same terms of Sino's Agreement with Gengma Forestry were disclosed in Sino's 

Q1 2007 MD&A. Moreover, throughout the Class Period, Sino discussed its purported Yunnan 

acquisitions in the Impugned Documents, and Poyry repeatedly made statements regarding said 

holdings, as particularized below. 

107. The reported acquisitions did not take place. Sino overstated to a material degree the size 

and value of its forestry holdings in Yunnan Province. It simply does not own all of the trees it 

claims to own in Yunnan. Sino's overstatement of the Yunnan forestry assets violated GAAP. 

108. The misrepresentations about Sino's acquisition and holdings of the Yunnan forestry 

assets were made in all of the Impugned Documents that were MD&As, fmancial statements, 

AIFs, ProspectuSes and Offering Memoranda, except for the 2005 Audited Annual Financial 

Statements, the Q 1 2006 interim financial statements, the 2006 Audited Annual Financial 

. Statements, the 2006 Annual MD&A. 

(ii) Sino Overstates its Suriname Forestry Assets,· Alternatively, Sino fails to Disclose 
the Material Fact that its Suriname Forestry Assets are contrary to the Laws of 
Suriname 

109. In mid-2010, Sino became a majority shareholder of Greenheart Group Ltd., a Bermuda 

corporation having its headquarters in Hong Kong, China and a listing on the Hong Kong Stock 

Exchange ("Greenbeart"). 

110. In August 2010, Greenheart issued an aggregate principal amount of US$25,000,000 

convertible notes for gross proceeds ofUS$24,750,000. The sole subscriber of these convertible 

notes was Greater Sino Holdings Limited,· an entity in which Murray has an indirect interest. In 
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addition, Chan and Murray then became members of Greenheart's Board, Chan became the 

Board's Chairman, and Martin became the CEO of Greenheart and a member of its Board. 

111. On August 24, 2010 and December 28, 2010, Greenheart granted to Chan, Martin and 

Murray options to purchase, respectively, approximately 6.8 million, 6.8 million and 1.1 million 

Greenheart shares. Tb~ options are exercisable for a five-year term. 

112. As at March 31, 2011, General Enterprise Management Services International Limited, a 

company in which Murray has an indirect interest, held 7,000,000 shares of Greenbeart, being 

0.9% of the total issued and outstanding shares of Greenheart. 

113. As a result of the aforesaid transactions and interests, Sino, Chan, Martin and Murray 

stood to profit handsomely from any inflation in the market price of Greenheart's shares. 

114. At all material times, Greenheart purported to have forestry assets in New Zealand and 

Suriname. On March 1, 2011, Greenheart issued a press release in which it announced that: 

Greenheart acquires certain rights to additional 128,000 hectare concession in 
Suriname 

***** 

312,000 hectares now under Greenheart management 

Hong Kong, March I, 2011 - Greenheart Group Limited ("Greenheart" or "the 
Company") (HKSE: 00094), an investment holding company with forestry assets in 
Suriname and New Zealand (subject to certain closing conditions) today announced that 
the Company has acquired 60% of VISta Marine Services N. V. ("Vista'?, a private 
company based in Suriname, South America that controls certain harvesting rights to a 
128,000 hectares hardwood concession. VISta will be rebranded as part of the 
Green/teart Group. This transaction . will increase Greenheart's concessions under 
management in Suriname to approximately 312,000 hectares. The cost of this 
acquisition is not material to the Company as a whole but the Company is optimistic 
about the prospects of Vista and the positive impact that it will bring. The concession is 
located in the Sipalawini district of Suriname, South America, bordering Lake 
Brokopondo and has an estimated annual allowable cut of approximately 100,000 
cubic meters. 
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Mr. Judson Martin, Chief Executive Officer of Greenheart and Vice-Chairman of Sino
Forest Corporation, the Company's controlling shareholder said, "This acquisition is in 
line with our growth strategy to expand our footprint in Suriname. In addition to 
increased harvestable area, this acquisition will bring synergies in sales, marketing, 
administration, financial reporting and control, logistics and overall management. I am 
pleased to welcome Mr. Ty Wilkinson to Greenheart as our minority partner. Mr. 
Wilkinson shares our respect for the people of Suriname and the land and will be 
appointed Chief Executive Officer of this joint venture and be responsible for operating 
in a sustainable and responsible manner. This acquisition further advances Greenheart's 
strategy of becoming a global agri-forestry company. We will continue to actively seek 
well-priced and sustainable concessions in Suriname and neighboring regions in the 
coming months." 

(Emphasis added. J 

115. In its 2010 AIF, filed on SEDAR on March 31, 2011, Sino stated: 

We hold a majority interest in Greenheart Group which, together with its subsidiaries, 
owns certain rights and manages approximately 312,000 hectares of hardwood forest 
concessions in the Republic of Suriname, South America ("Suriname") and 11,000 
hectares of a radiata pine plantation on 13,000 hectares of freehold land in New Zealand 
as at March 31, 2011. We believe that our ownership in Greenheart Group will 
strengthen our global sourcing network in supplying wood fibre for China in a 
sustainable and responsible manner. 

[Emphasis added.] 

116. The statements reproduced in the preceding paragraph were false and/or materially 

misleading when made. Under the Suriname Forest Management Act, it is prohibited for one 

company or a group of companies in which one person or company has a majority interest to 

control more than 150,000 hectares of land under concession. Therefore, either Greenheart's 

concessions under management in Suriname did not exceed 150,000 hectares, or Greenheart's 

concessions under management in Suriname violated the laws of Suriname, which was a material 

fact not disclosed in any of the Impugned Documents. 

117. In each of the October 2010 Offering Memorandum, the 2010 Annual MD&A, the 2010 

AIF, Sino represented that Greenheart had well in excess of 150,000 hectares of concession 
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under management in Suriname without however disclosing that Suriname law imposed a limit 

of 150,000 hectares on Greenheart and its subsidiaries. 

118. Finally, Vista's forestry concessions are located in a region of Suriname populated by the 

Saramaka, an indigenous people. Pursuant to the American Convention on Human Rights and a 

decision of the Inter-American Court of Human Rights, the Saramaka people must have effective 

control over their land, including the management of their reserves, and must be effectively 

consulted by the State of Suriname. Sino has not disclosed in any of the Impugned Documents 

where it has discussed Greenheart and/or Suriname assets that Vista's purported concessions in 

Suriname, if they exist at all, are impaired due to the unfulfilled rights of the indigenous people 

of Suriname, in violation of GAAP. The Impugned Documents that omitted that disclosure were 

the 201 0 Annual MD&A, the 201 0 Audited Annual Financial Statements, and the 201 0 AIF. 

(iii) Sino overstates its Jiangxi Forestry Assets 

119. On June 11, 2009, Sino issued a press release in which it stated: 

Sino-Forest Corporation (TSX: TRE), a leading commercial forest plantation operator in 
China, announced today that its wholly-owned subsidiary, Sino-Panel (China) 
Investments Limited ("Sino-Panel"), has entered into a Master Agreement for the 
Purchase of Pine and Chinese Fir Plantation Forests (the "Jiangxi Master Agreement") 
with Jiangxi Zhonggan Industrial Development Company Limited ("Jiangxi Zhonggan"), 
which will act as the authorized agent for the original plantation rights holders. 

Under the Jiangx:i Master Agreement, Sino-Panel will, through PRC subsidiaries of Sino
Forest, acquire between 15 million and 18 million cubic metres (tnJ) of wood fibre 
located in plantations in Jiangxi Province over a three-year period with a price not to 
exceed RMB300 per ID3, to the extent permitted under the relevant PRC laws and 
regulations. The plantations in which such amount of wood fibre to acquire is between 
150,000 and 300,000 hectares to achieve an estimated average wood fibre yield of 
approximately 100 tnJ per hectare, and include tree species such as pine, Chinese fir and 
others. Jiangxi Zhonggan will ensure plantation forests sold to Sino-Panel and its PRC 
subsidiaries are non-state-owned, non-natural, commercial plantation forest trees. 

In addition to securing the maximum tree acquisition price, Sino-Panel has pre-emptive 
rights to lease the underlying plantation land at a price, permitted under the relevant PRC 
laws and regulations, not to exceed RMB450 per hectare per annum for 30 years from the 
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time of harvest. The land lease can also be extended to 50 years as permitted under PRC 
laws and regulations. The specific terms and conditions of purchasing or leasing are to be 
determined upon the execution of definitive agreements between the PRC subsidiaries of 
Sino-Panel and Jiangxi Zhonggan upon the authorisation of original plantation rights 
holders, and subject to the requisite governmental approval and in compliance with the 
relevant PRC laws and regulations. 

Sino-Forest Chairman and CEO Allen Chan said, "We are fortunate to have been able 
to capture and support investment opportunities in China's"developing forestry sector 
by locking lip a large amount of fibre at competitive prices. The Jiangxi Master 
Agreement is Sino-Forest's fifth, long-term, fibre purchase agreement during the past 
two years. These fwe agreements cover a total plantation area of over one million 
hectares in five of China's most densely forested provinces." 

[Emphasis added.) 

120. According to Sino's 2010 Annual MD&A, as of December 31, 2010, Sino had acquired 

59,700 ha of plantation trees from Jiangxi Zhonggan Industrial Development Company Limited 

("Zhonggan") for US$269.1 million under the terms of the master agreement. (In its interim 

report for the second quarter of 2011, which was issued after the Class Period, Sino claims that, 

as at June 30, 20 II, this nUlflber had increased to 69, I 00 ha, for a purchase price of US$309 .6 

million). 

121. However, as was known to Sino, Chan, Poon and Horsley, and as ought to have been 

known to the remaining Individual Defendants, BDO, E&Y and Poyry, Sino's plantation 

acquisitions through Zhonggan are materially smaller than Sino has claimed. 

(iv) Poyry makes Misrepresentations in relation to Sino's Forestry Assets 

122. As particularized above, Sino overstated its forestry assets in Yunnan and Jiangxi 

Provinces in the PRC and in Suriname. Accordingly, Sino's total assets are overstated to a 

material degree in all of the Impugned Documents, in violation of GAAP, and each such 

statement of Sino's total assets constitutes a misrepresentation. 

11 8 
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123. In addition, during the Class Period, Poyry and entities affiliated with it made statements 

that are misrepresentations in regard to Sino's Yunnan Province "assets," namely: 

(a) In a report dated March 14,2008, filed on SEDAR on March 31,2008 (the "2008 

Valuations"), Poyry: (a) stated that it had determined the valuation of the Sino 

forest assets to be US$3 .2 billion as at 31 December 2007; (b) provided tables and 

·figures regarding Yunnan; (c) stated that "Stands in Yunnan range from 20 ha to 

1000 ha," that "In 2007 Sino-Forest purchased an area of mixed broadleaf forest 

in Yunnan Province," that "Broadleaf forests already acquired in Yunnan are all 

mature," and that "Sino-Forest is embarking on a series of forest 

acquisitions/expansion efforts in Hunan, Yunnan.and Guangxi;" and (d) provided 

a detailed discussion of Sino's Yunnan "holdings" at Appendixes 3 and 5. 

Poyry's 2008 Valuations were incorporated in Sino's 2007 Annual MD&A, 

amended 2007 Annual MD&A, 2007 AIF, each of the Q I, Q2, and Q3 2008 

MD&As, Annual 2008 MD&A, amended Annual 2008 MD&A, each of the Q 1, 

Q2 and Q3 2009, annual 2009 MD&A, and July 2008 and December 2009 

Offering Memoranda; 

(b) In a report dated April 1, 2009 and filed on SEDAR on April 2, 2009 (the "2009 

Valuations"), Poyry stated that "[t]he area of forest owned in Yunnan has 

quadrupled from around 10 000 ha to almost 40 000 ha over the past year," 

provided figures and tables regarding Yunnan, and stated that "Sino-Forest has 

increased its holding of broadleaf crops in Yunnan during 2008, with this 

province containing nearly 99% of its broadleaf resource." Poyry's 2009 

Valuations were incorporated in Sino's 2008 AIF, each of the Ql, Q2, Q3 2009 

MD&As, Annual 2009 MD&A, June 2009 Offering Memorandum, and June 

2009 and December 2009 Prospectuses; 

(c) In a "Final Report" dated April23, 2010, filed on SEDAR on April 30, 2010 (the 

"2010 Valuations"), Poyry Stated that "Guangxi, Hunan and Yunnan are the three 

largest provinces in terms of Sino~Forest's holdings. The largest change in area 

by province, both in absolute and relative terms [sic] has been Yunnan, where the 

1 19' J 

I 
I 
.I 
I 
I 
I. 
I 
I 
I 
t· 
I 
'I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
·.1 
I 
I 
I 
'I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

(d) 

(e) 

53 . 883. 

area of forest owned has almost tripled, from around 39 000 ha to almost 106 000 

ha over the past year," provided figures and tables regarding Yunnan, stated that 

"Yunnan contains 106 000 ha, including 85 000 ha or 99% of the total broadleaf 

forest," stated that "the three provinces of Guangxi, Hunan and Yunnan together 

contain 391 000 ha or about 80% of the total forest area of 491 000 ha" and that 

"[a]lmost 97% of the broadleaf forest is in Yunnan," and provided a detailed 

discussion of Sino's Yunnan "holdings" at Appendixes 3 and 4. Poyry's 2010 

Valuations were incorporated in Sino's 2009 AIF, the annual 2009 MD&A, each 

of the Ql, Q2 and Q3 2010 MD&As, and the October 2010 Offering 

Memorandum; 

In a "Sununary Valuation Report" regarding "Valuation of Purchased Forest 

Crops as at 31 December 2010" and dated May 27, 2011, Poyry provided tables 

and figures regarding Yunnan, stated that "[t]he major changes in area by species 

from December 2009 to 2010 has been in Yunnan pine, with acquisitions in 

Yunnan and Sichuan provinces" and that "[a]nalysis of [Sino's] inventory data for 

broadleaf forest in Yunnan, and comparisons with an inventory that Poyry 

undertook there in 2008 supported the upwards revision of prices applied to the 

Yunnan broadleaf large size log," and stated that "[t]he yield table for Yunnan 

pine in Yunnan and Sichuan provinces was derived from data collected in this 

species inthese provinces by Poyry during other work;" and 

In a press release titled "Summary of Sino-Forest's China Forest Asset 2010 

Valuation Reports" and which was ')ointly prepared by Sino-Forest and Poyry to 

highlight key findings and outcomes from the 2010 valuation reports," Poyry 

reported on Sino's "holdings" and estimated the market value of Sino's forest 

assets on the 754,816 ha to be approximately US$3.1 billion as at December 31, 

2010. 

1 20 
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C. Misrepresentations relating to Sino's Related Party Transactions 

(i) Related Party Transactions Generally 

124. Under GAAP and GAAS, a "related party" exists "when one party has the ability to 

exercise directly or indirectly, control, joint control or significant influence over the other." 

(CICA Handbook 3840.03) Examples include a parent-subsidiary relationship or an entity that 

is economically dependent upon another. 

125. Related parties raise the concern that transactions may not be conducted at arm's length, 

and pricing or other terms may not be determined at fair market values. For example, when a 

subsidiary "sells" an asset to its parent at a given price, it may not be appropriate that that asset 

be reported on the balance sheet or charged against the earnings of the parent at that price. 

Where transactions are conducted between arm's length parties, this concern is generally not 

present. 

126. The existence of related party transactions is important to investors irrespective of the 

reported dollar values of the transactions because the transactions may be controlled, 

manipulated and/or concealed by management (for example, for corporate purposes or because 

fraudulent activity is involved), and because such transactions may be used to benefit 

management or persons close to management at the expense of the company, and therefore its 

shareholders. 

(ii) Sino fails to disclose that Zhonggan was a Related Party 

127. Irrespective of the true extent of Zhonggan's transactions in Jiangxi forestry plantations, 

Sino failed to disclose, in violation of GAAP, that Zhonggan was a related party of Sino. More 

particularly, according to AIC records, the legal representative of Zhonggan is Lam Hong Chiu, 

who is an executive vice president of Sino. Lam Hong Chiu is also a director and a 50% 
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shareholder of China Square Industrial Limited, a BVI corporation which, according to AIC 

records, owns 80% of the equity of Zhonggan. 

128. The Impugned Documents that omitted that disclosure were the Q2 2009 MD&A, the Q2 

2009 interim fmancial statements, the Q3 2009 MD&A, the Q3 2009 interim financial 

statements, the December 2009 Prospectus, the 2009 Annual MD&A, the 2009 Audited Annual 

Financial Statements, the 2009 AIF, the Ql 2010 MD&A, the Q1 2010 interim financial 

statements, the Q2 2010 MD&A, the Q2 2010 interim fmancial statements, the Q3 2010 MD&A, 

the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 Audited Annual 

Financial Statements, and the 2010 AIF. 

(iii) Sino fails to disclose that Homix was a Related Party 

129. On January 12, 2010, Sino issued a press release in which it announced the acquisition by 

one of its wholly-owned subsidiaries of Homix Limited ("Homix"), which it described as a 

company engaged in research and development and manufacturing of engineered-wood products 

in China, for an aggregate amount ofUS$7.1 million. That press release stated: 

HOMIX has an R&D laboratory and two engineered-wood production operations based 
in Guangzhou and Jiangsu Provinces, covering eastern and southern China wood product 
markets. The company has developed a number 9f new technologies with patent rights, 
specifically suitable for domestic plantation logs including poplar and eucalyptus species. 
HOMIX specializes in curing, drying and dyeing methods for engineered wood and has 
the know-how to produce recomposed wood products and laminated veneer lumber. 
Recomposed wood technology is considered to be environment-friendly and versatile as 
it uses fibre from forest plantations, recycled wood and/or wood residue. This reduces the 
traditional use of large-:diameter trees from natural forests. There is growing demand for 
recomposed wood technology as it reduces cost for raw material while increases the 
utilization and sustainable use of plantation fibre for the production of furniture and 
interior/exterior building materials. 

[ ... ] 

Mr. Allen Chan, Sino-Forest's Chairman & CEO, said, "As we continue to ramp up our 
replanting programme with improved eucalyptus species, it is important for Sino-Forest 
to continue investing in the research and development that maximizes all aspects of the 
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forest product supply chain. Modernization and improved productivity of the wood 
processing industry in China is also necessary given the country's chronic wood fibre 
deficit. Increased use of technology improves operation efficiency, and maximizes and 
broadens the use of domestic plantation wood, which reduces the need for logging 
domestic natural forests and for importing logs from strained tropical forests. HOMIX 
has significant technological capabilities in engineered-wood processing." 

Mr. Chan added, "By acquiring HOMIX, we intend to use six-year eucalyptus fibre 
instead of 30-year tree fibre from other species to produce quality lumber using 
recomposed technology. We believe that this will help preserve natural forests as well as 
improve the demand for and pricing of our planted eucalyptus trees." 

130. Sino's 2009 Audited Annual Financial Statements, Ql/2010 Unaudited Interim Financial 

Statements, 2010 Audited Annual Financial Statements, the MD&As related to each of the 

aforementioned financial statements, and Sino's AIFs for 2009 and 2010, each discussed the 

acquisition of Homix, but nowhere disclosed that Homix was in fact a related party of Sino. 

131. More particularly, Hua Chen, a Senior Vice President, Administration & Finance, of Sino 

in the PRC, and who joined Sino in 2002, is a 30% shareholder of an operating subsidiary of 

Homix, Jiangsu Dayang Wood Co., Ltd. ("Jiangsu") · 

132. In order to persuade current and prospective Sino shareholders that there was a 

commercial justification for the Homix acquisition, Sino misrepresented Homix's patent designs 

registered with the PRC State Intellectual Property Office. In particular, in its 2009 Annual 

Report, Sino stated: 

HOMIX acquisition 

In accordance with our strategy to focus on research and development and to improve the 
end-use of our wood fibre, we acquired HOMIX Ltd. in January 2010 for $7.1 million. 
This corporate acquisition is small but strategically important adding valuable 
intellectual property rights and two engineered-wood processing facilities located in 
Guangdong and Jiangsu Provinces to our operations. Homix has developed 
environment-friendly technology, an efficient process using recomposed technology to 
convert small-diameter plantation logs into building materials and furniture. Since we 
plan to grow high volumes of eucalypt and other FGHY species, this acquisition will help 
us achieve our long-term objectives of maximizing the use of our fibre, supplying a 
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variety of downstream customers and enhancing economic rural development. [Emphasis 
added] 

133. However, Homix itself then had no patent designs registered with the PRC State 

Intellectual Property Office. At that time, Homix had two subsidiaries, Jiangsu and Guangzhou 

Pany Dacheng Wood Co. The latter then had no patent designs registered with the PRC State 
t '. - ~ - ~ • 

Intellectual Property Office, while Jiangsu had two patent designs. However, each such design 

was for wood dyeing, and not for the conversion of small-diameter plantation logs into building 

materials and furniture. 

(iv) Sino fails to disclose that Yunan Shunxuan was a Related Party 

134. In addition, during the Class Period, Sino purportedly purchased approximately 1,600 

hectares of timber in Yunnan province from Yunnan Shunxuan Forestry Co. Ltd. Yunnan 

Shunxuan was part of Sino, acting under a separate labeL Accordingly, it was considered a 

related party for the purposes of the GAAP disclosure requirements, a fact that Sino failed to 

disclose. 

135. The Impugned Documents that omitted that disclosure were the 2009 Annual MD&A, the 

2009 Audited Annual Financial Statements, the 2009 AIF, the Q1 2010 MD&A, the Ql 2010 

interim financial statements, the Q2 2010 MD&A, the Q2 2010 interim fmancial statements, the 

Q3 2010 MD&A, the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 

Audited Annual Financial Statements, and the 2010 AIF. 

136. Sino's failure to disclose that Yunnan Shunxuan was a related party was a violation of 

GAAP, and a misrepresentation. 

(v) Sino fails to disclose that Yuda Wood was a Related Party 

137. Huaihua City Yuda Wood Co. Ltd., based in Huaihua City, Hunan Province ("Yuda 

Wood"), was a major supplier of Sino at material times. Yuda Wood was founded in April2006 
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and, from 2007 until 2010, its business with Sino totalled approximately 152,164 Ha and RMB 

4.94 billion. 

138. During that period, Yuda Wood was a related party of Sino. Indeed, in the Second 

Report, the IC acknowledged that "there is evidence suggesting close cooperation [between 

Sino and Yuda Wood/ (including administrative assistance, possible payment of capital at the 

time of establishment, joint control of certain of Yuda Wood's RMB bank accounts and the 

numerous emails indicating coordination of funding and othel' business activities)" [emphasis 

added.] 

139. The fact that Yuda Wood was a related party of Sino during the Class Period was a 

material fact and was required to be disclosed under GAAP, but, during the Class Period, that 

fact was not disclosed by Sino in any of the Impugned Documents, or otherwise. 

(vi) Sino fails to Disclose that Major Suppliers were Related Parties 

140. At material times, Sino had at least thirteen suppliers where former Sino employees, 

consultants or secondees are or were directors, officers and/or shareholders of one or more such 

suppliers. Due to these and other connections between these suppliers and Sino, some or all of 

such suppliers were in fact undisclosed related parties of Sino. 

141. Including Yuda Wood, the thirteen suppliers referenced above accounted for 43% of 

Sino's purported plantation purchases between 2006 and the first quarter of2011. 

142. In none of the Impugned Documents did Sino disclose that any of these suppliers were 

related parties, nor did it disclose sufficient particulars of its relations with such suppliers as 

would have enabled the investing public to ascertain that those suppliers were related parties. 
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D. Misrepresentations relating io Sino's Relations with Forestry Bureaus and its 
Purported Title to Forestry Assets in the PRC 

1 26 
889 

143. In at least two instances during the Class Period, PRC forestry bureau officials were 

either concurrently or subsequently employees of, or consultants to, Sino. One forestry bureau 

assigned employees to Sino and other companies to assist in the development of the forestry 

industry in~ its jurisdiction. 

144. In addition, a vice-chief of the forestry bureau was assigned to work closely with Sino, 

and while that vice chief still drew a basic salary from the forestry bureau, he also acted as a 

consultant to Sino in the conduct of Sino's business. This arrangement was in place for several 

years. That vice-,chief appeared on Sino's payroll from January 2007 with a monthly payment of 

RMB 15,000, which was significant compared with his forestry bureau salary. 

145. In addition, at material times, Sino and/or its subsidiaries and/or its suppliers made cash 

payments and gave "gifts" to forestry bureau officals, which potentially constituted a serious 

criminal offence under the laws of the PRC. At least some of these payments and gifts were 

made or given in order to induce the recipients to issue "confirmation letters" in relation to 

Sino's purported holdings in the PRC of standing timber. These practices utterly compromised 

the integrity of the process whereby those "confirmation letters" were obtained. 

146. Further, a chief of a forestry bureau who had authorized the issuance of confirmations to 

Sino was arrested due to corruption charges. That forestry bureau had issued confirmations only 

to Sino and to no other companies. Subsequent to the termination of that forestry bureau chief, 

that forestry bureau did not issue confirmations to any company. 

147. The foregoing facts were material because: (1) they undermined the reliability (if any) of 

the documentation upon which Sino relied and continues to rely to establish its ownership of 
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standing timber; and (2) the corruption in which Sino was engaged eXposed Sino to potential 

criminal penalties, including substantial fines, as well as a risk of severe reputational damage in 

Sino's most important market, the PRC. 

148. However, none ofthese facts was disclosed in any of the Impugned Documents. On the 

contrary, Sino only made the following disclosure regarding former government officials in its 

2007 Annual Report (and in no other Impugned Document), which was materially incomplete, 

and a misrepresentation: 

To ensure successful growth, we have trained and promoted staff from within our 
organization, and hired knowledgeable people with relevant working experience 
and industry expertise - some joined us from forestry bureaus in various regions 
and provinces and/or state-owned tree farms. [ ... ] 4. Based in Heyuan, 
Guangdong, Deputy GM responsible for Heyuan plantations, previously with 
forestry bureau; studied at Yangdongxian Dangxiao [Mr. Liang] 5. Based in 
Hunan, Plantation controller, graduated from Hunan Agricultmal University, 
previously Assistant Manager of state-owned farm trees in Hunan [Mr. Xie]. 

149. In respect of Sino's purported title to standing timber in the PRC, Sino possessed 

Plantation Rights Certificates, or registered title, only in respect of 18% of its purported holdings 

of standing timber as at December 31, 2010, a fact nowhere disclosed by Sino dming the Class 

Period. This fact was highly material to Sino, inasmuch as standing timber comprised a large 

proportion of Sino's assets throughout the Class Period, and in the absence of Plantation Rights 

Certificates, Sino could not establish its title to that standing timber. 

150. Rather than disclose this highly material fact, Sino made the following misrepresentations 

in the following Impugned Documents: 

(a) In the 2008 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for nwst of the 

purchased tree plantations and planted tree plantations currently under our 

management, and we are in the process of applying for the plantation rights 
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certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; 

(b) In the 2009 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management~ and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; and 

(c) In the 2010 AIF: "We have obtained the plantation rights certifzcates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the. plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]. 

151. In the absence of Plantation Rights Certificates, Sino relies principally on the purchase 

contracts entered into by its BVI subsidiaries ("BVIs") in order to demonstrate its ownership of 

standing timber. 

152. However, under PRC law, those contracts are void and unenforceable. 

153. In the alternative, if those contracts are valid and enforceable, they are enforceable only 

as against the counterparties through which Sino purported to acquire the standing timber, and 

not against the party who has registered title (if any) to the standing timber. Because some or all 

of those counterparties were or became insolvent, corporate shells or thinly capitalized, then any 

claims that Sino would have against those counterparties under PRC law, whether for unjust 

enrichment or otherwise, were of little to no value, and certainly constituted no substitute for 

registered title to the standing timber which Sino purported to own. 

1 28 
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154. Sino never disclosed these material facts during the Class Period, whether in the 

Impugned Documents or otherwise. On the contrary, Sino made the following 

misrepresentations in relation to its purported title to standing timber: 

(a) In the July 2008 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(b) In the June 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(c) In the October 2010 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(d) In the 2006 AIF, Sino stated "Based on the supplemental purchase contracts and 

the plantation rights certificates issued by the relevant forestry departments, we 

have the legal right to own our purchased tree plantations"; 

(e) In the 2007 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry departments, we have the legal right to 

own our purchased tree plantations"; 

(f) In the 2008 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

tree plantations"; 
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In the 2009 AIF, Sino stated .. Based on the relevant purchase contracts and the 

approvals issued by the local forestry bureaus, we legally own our purchased 

plantations"; 

In the December 2009 Offering Memorandum, Sino stated .. Based on the relevant 

purchase contracts and the . approval; issued by the .lociil forestry. bi.rreaus, we 

legally own our purchased plantations"; and 

(i) In the 2010 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

plantations." 

155. In addition, during the Class Period, Sino never disclosed the material fact, belatedly 
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revealed in the Second Report, that "in practice it is not able to obtain Plantation Rights 

Certificates for standing timber purchases when no land transfer rights are transferred'' 

[emphasis added]. 

156. On the contrary, during the Class Period, Sino made the following misrepresentation in 

each of the 2006 and 2007 AIFs: 

Since 2000, the PRC has been improving its system of registering plantation land 
ownership, plantation land use rights and plantation ownership rights and its 
system of issuing certificates to the persons having plantation land use rights, to 
owners owning the plantation trees and to owners of the plantation land. In April 
2000, the PRC State Forestry Bureau announced the "Notice on the 
Implementation of Nationwide Uniform Plantation Right Certificates" (Lin Zi Fa 
[2000] No. 159) on April 19, 2000 (the ''Notice"). Under the Notice, a new 
uniform form of plantation rights certificate is to be used commencing from the 
date of the Notice. The same type of new form plantation rights certificate will 
he issued to the persons having the right to use the plantation land, to persons 
who own the plantation land and plantation trees, and to persons having the 
right to use plantation trees. 

[Emphasis added] 
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157. Under PRC law, county and provincial forestry bureaus have no authority to issue 

confirmation letters. Such letters cannot be relied upon in a court of law to resolve a dispute and 

are not a guarantee of title. Notwithstanding this, during the Class Period, Sino made the 

following misrepresentations: 

(a) In the 2006 AIF: "In addition, for the purchased tree plantations, we have 

obtained confirmations from the relevant forestry bureaus that we. have the 

legal right to own the purchased tree plantations for which we have not received 

certifiCates" [emphasis added]; and 

(b) In the 2007 AIF: "For our Purchased Tree Plantations, we have applied for the 

relevant Plantation Rights Certificates with the competent local forestry 

departments. As the relevant locations where we purchased our Purchased Tree 

Plantations have not fully implemented the new form Plantation Rights 

Certificate, we are not able to obtain all the corresponding Plantation Rights 

Certificates for our Purchased Tree Plantations. In this connection, we obtained 

confirmation on our ownership of our Purchased Tree Plantations from the 

relevant forestry departments." [emphasis added] 
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E. Misrepresentations relating to Sino's Relationships with its Als 

158. In addition to the misrepresentations alleged above in relation to Sino's Ais, including 

those alleged in Section VI.C hereof (Misrepresentations relating to Sino's Related Party 

Transactions), Sino made the following misrepresentations during the Class Period in relation to 

its relationships withitAis. 

{i) Sino Misrepresents the Degree of its Reliance on its Als 

159. On March 30, 2007, Sino issued and filed on SEDAR its 2006 AIF. In that AIF, Sino 

stated: 

... PRC laws and regulations require foreign companies to obtain licenses to engage in 
any business activities in the PRC. As a result of these requirements, we currently engage 
in our trading activities through PRC authorized intermediaries that have the requisite 
business licenses. There is no assurance that the PRC government will not take action to 
restrict our ability to engage in trading activities through our authorized intermediaries. 
In order to reduce our reliance on the authorized intermediaries, we intend to use a 
. WFOE in the PRC to enter into contracts directly with suppliers of raw timber, and 
then process the raw timber, or engage others to process raw timber on its behalf, and 
sell logs, wood chips and wood-based products to customers, although it would not be 
able to engage in pure trading activities. 

[Emphasis added.] 

160. In its 2007 AIF, which Sino filed on March 28, 2008, Sino again declared its intention to 

reduce its reliance upon Ais. 

161. These statements were false and/or materially misleading when made, inasmuch as Sino 

had no intention to reduce materially its reliance on Als, because its Als were critical to Sino's 

ability to inflate its revenue and net income. Rather, these statements had the effect of mitigating 

any investor concern arising from Sino's extensive reliance upon Als. 

162. Tirroughout the Class Period, Sino continued to depend heavily upon Als for its 

purported sales of standing timber. In fact, contrary to Sino's purported intention to reduce its 

reliance on its Als, Sino's reliance on its Als in fact increased during the Class Period. 
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(ii) Sino Misrepresents the Tax-related Risks Arising from its use of Als 

163. Throughout the Class Period, Sino materially understated the tax-related risks arising 

from its use of Als. 

164. Tax evasion penalties in the PRC are severe. Depending on whether the PRC authorities 

seek recovery of unpaid taxes by means of a civil or criminal proceeding, its claims for unpaid 

tax are subject to either a five- or ten-year limitation period. The unintentional failure to pay 

taxes is subject to a 0.05% per day interest penalty, while an intentional failure to pay taxes is 

punishable with fines of up to five times the unpaid taxes, and confiscation of part or all of the 

criminal's personal properties maybe also imposed. 

165. Therefore, because Sino professed to be unable to determine whether its Als have paid 

required taxes, the tax-related risks arising from Sino's use of Als were potentially devastating. 

Sino failed, however, to disclose these aspects of the PRC tax regime in its Class Period 

disclosure documents, as alleged more particularly below. 

166. Based upori Sino's reported results, Sino's tax accruals in all of its Impugned Documents 

that were interim and annual frnancial statements were materially deficient. For example, 

depending on whether the PRC tax authorities would assess interest at the rate of 18.75% per 

annum, or would assess no interest, on the unpaid income taxes of Sino's BVI subsidiaries, and 

depending also on whether one assumes that Sino's Als have paid no income taxes or have paid 

50% of the income taxes due to the PRC, then Sino's tax accruals in its 2007, 2008, 2009 and 

2010 Audited Annual Financial Statements were understated by, respectively, US$1 0 million to 

US$150 million, US$50 million to US$260 million, US$81 million to US$371_ million, and 

US$83 million to US$493 million. Importantly, were one to consider the impact of unpaid taxes 

other than unpaid income taxes (for example, unpaid value-added taxes), then· the amounts by 

173 !..') 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
II 
I 
I 
I 
I 
I 
I 
I 
I 

67 

897 

which Sino's tax accruals were understated in these fmancial statements would be substantially 

larger. 

167. The aforementioned estimates of the amounts by which Sino's tax accruals were 

understated also assume that the PRC tax authorities only impose interest charges on Sino's BVI 

Subsidiaries and impose no other penalties for unpaid taxes, and assume further that the PRC 

authorities seek back taxes only for the preceding five years. As indicated above, each of these 

assumptions is likely to be unduly optimistic. In any case, Sino's inadequate tax accruals 

violated GAAP, and constituted misrepresentations. 

168. Sino also violated GAAP in its 2009 Audited Annual Financial Statements by failing to 

apply to its 2009 financial results the PRC tax guidance that was issued in February 2010. 

Although that guidance was issued after year-end 2009, GAAP required that Sino apply that 

guidance to its 2009 financial results, because that guidance was issued in the subsequent events 

period. 

169. Based upon Sino's reported profit margins on its dealings with Als, which margins are 

extraordinary both in relation to the profit margins of Sino's peers, and in relation to the limited 

risks that Sino purports to assume in its transactions with its Als, Sino's Ais are not satisfying 

their tax obligations, a fact that was either known to the Defendants or ought to have been 

known. If Sino's extraordinary profit margins are real, then Sino and its Als must be dividing 

the gains from non-payment of taxes to the PRC. 

170. During the Class Period, Sino never disclosed the true nature of the tax-related risks to 

which it was exposed. This omission, in violation of GAAP, rendered each of the following 

statements a misrepresentation: 

1 3 4 
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(a) 

68 

In the 2006 Annual Financial Statements, note 11 [b] "Provision for tax related 

liabilities" and associated text; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the AiF dated March 30, 2007, the section "Estimation of the Company's 

provision for income and related taxes," and associated text; 

(d) In the Q1 and Q2 2007 Financial Statements, note 5 "Provision for Tax Related 

Liabilities," and associated text; 

(e) In the Q3 2007 Financial Statements, note 6 "Provision for Tax Related 

Liabilities," and associated text; 

(f) In the 2007 Annual Financial Statements, note 13 [b) "Provision for tax related 

liabilities," and associated text; 

(g) In the 2007 Annual MD&A and Amended 2007 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(h) In the AIF dated March 28, 2008, the section "Estimation of the Corporation's 

provision for income and related taxes," and associated text; 

(i) In the Q 1, Q2 and Q3 2008 Financial Statements, note 12 "Provision for Tax 

Related Liabilities," and associated text; 

G) In the Ql, Q2 and Q3 2008 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(k) In the July 2008 Offering Memorandum, the subsection "Taxation" in the section 

"Management's Discussion and Analysis of Financial Condition and Results of 

Operations," and associated text; 
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In the 2008 Annual Financial Statements, note 13 [ d] "Provision for tax related 

liabilities," and associated text; 

In the 2008 Annual MD&A and Amended 2008 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

In the AIF.dated March 31, 2009, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

In the Ql, Q2 and Q3 2009 Financial Stateme~ts, note 13 ."Provision for Tax 

Related Liabilities," and associated text; 

In the Ql, Q2 and Q3 2009 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

In the 2009 Annual Financial Statements, note 15 [d) "Provision for tax related 

liabilities," and associated text; 

In the 2009 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

In the AIF dated March 31, 2010, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

In the Ql and Q2 2010 Financial Statements, note 14 "Provision for Tax Related 

Liabilities," and associated text; 

In the Ql and Q2 2010 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

'136 
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(v) 

70 

In the Q3 2010 Financial Statements, note 14 "Provision and Contingencies for 

Tax Related Liabilities," and associated text; and 

(w) In the Q3 2010 MD&As, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; 

(x) In the October 2010 Offering Memorandum, the subsection "Taxation" in the 

section "Selected Financial Information," and associated text; 

(y) In the 2010 Annual Financial Statements, note 18 "Provision and Contingencies 

for Tax Related Liabilities," and associated text; 

(z) In the 2010 Annual MD&A, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; and 

(aa) In the AIF dated March 31,2011, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text. 

171. In every Impugned Document that is a financial statement, the line item "Accounts 

payable and accrued liabilities" and associated figures on the Consolidated Balance Sheets fails 

to properly account for Sino's tax accruals and is a misrepresentation, and a violation of GAAP. 

172. During the Class Period, Sino also failed to disclose in any of the Impugned Documents 

that were AIFs, MD&As, fmancial statements, Prospectuses or Offering Memoranda, the risks 

relating to the repatriation of its earnings from the PRC. In 2010, Sino added two new sections 

to its AIF regarding the risk that it would not be able to repatriate earnings from its BVI 

subsidiaries (which deal with the Als). The amount of retained earnings that may not be able to 

be repatriated is stated therein to be US$1.4 billion. Notwithstanding this disclosure, Sino did not 
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disclose in these Impugned Documents that it would be unable to repatriate any earnings absent 

proof of payment of PRC taxes, which it has admitted that it lacks. 

(iii) Sino Misrepresents its Accounting Treatment of its Als 

173. In addition, there are material discrepancies in Sino's descriptions of its accounting 

treatment of its Als. Beginningin the 2003 AIF, Sino described i~ Ais as follows: 

Because of the provisions in the Operational Procedures that specify when we and 
the authorized intermediary asswne the risks and obligations relating to the raw 
timber or wood chips, as the case may be, we treat these transactions for 
accounting purposes as providing that we take title to the raw timber when it is 
delivered to the authorized intermediary. Title then passes to the authorized 
intermediary once the timber is processed into wood chips. Accordingly, we treat 
the authorized intermediaries for accounting purposes as being both our 
suppliers and customers in these transactions. 

[Emphasis added.] 

174. Sino's disclosures were consistent in that regard up to and including Sino's first AlF 

issued in the Class Period (the 2006 AIF), which states: 

Because of the provisions in the Operational Procedures that specify when we and 
the AI assume the risks and obligations relating to the raw timber cir wood chips, 
as the case may be, we treat these transactions for accounting purposes as 
providing that we take title to the raw timber when it is delivered to the AI. Title 
then passes to the AI once the timber is processed into wood chips. Accordingly, 
we treat the AI for accounting purposes as being both our supplier and 
customer in these transactions. 

[Emphasis added.] 

175. In subsequent AIFs, Sino ceased without explanation to disclose whether it treated Als 

for accounting purposes as being both the supplier and the customer. 

176. Following the issuance of Muddy Waters' report on the last day of the Class Period, 

however, Sino declared publicly that Muddy Waters was "wrong" in its assertion that, for 

accounting purposes, Sino treated its Als as being both supplier and customer in transactions. 

This claim by Sino implies either that Sino misrepresented its accounting treatment of Als in its 

138 
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2006 AIF (and in its AIFs for prior years), or that Sino changed its accounting treatment of its 

Als after the issuance of its 2006 AIF. If the latter is true, then Sino was obliged by GAAP to 

disclose its change in its accounting treatment of its Als. It failed to do so. 

F. Misrepresentations relating to Sino's Cash Flow Statements 

177. Given the nature of Sino's operations, that of a frequent trader of standing timber, Sino 

improperly accounted for its purchases of timber assets as "Investments" in its Consolidated 

Statements Of Cash Flow. In fact, ~uch purchases are "Inventory" within the meaning of GAAP, 

given the nature of Sino's business. 

178. Additionally, Sino violated the GAAP 'matching' principle in treating timber asset 

purchases as "Investments" and the sale of timber assets as "Inventory": cash flow that came into 

the company was treated as cash flow from operations, but cash flow that was spent by Sino was 

treated as cash flow for investments. As a result, "Additions to timber holding" was improperly 

treated as a "Cash Flows Used In Investing Activities" instead of "Cash Flows From Operating 

Activities" and the item "Depletion of timber holdings included in cost of sales" should not be 

included in "Cash Flows From Operating Activities," because it is not a cash item. 

179. The effect of these misstatements is that Sino's Cash Flows From Operating Activities 

were materially overstated throughout the Class Period, which created the impression that Sino 

was a far more successful cash generator than it was. Such mismatching and misclassification is 

a violation ofGAAP. 

180. Cash Flows From Operating Activities are one of the crucial metrics used by the financial 

analysts who followed Sino's performance. These misstatements were designed to, and did, 

have the effect of causing such analysts to materially overstate the value of Sino. This material 
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overstatement was incorporated into vanous research reports made available to the Class 

Members, the market and the public at large. 

181. Matching is a foundational requirement of GAAP reporting. E& Y and BDO were aware, 

at all material times, that Sino was required to adhere to the matching principle. If E&Y and 

BDO had conduCted GAAS~complirint audits, they would have been aware that Sino's reporting 

was not GAAP compliant with regard to the matching principle. Accordingly, if they had 

conducted GAAS-compliant audits, the statements by E&Y and BDO that Sino's reporting was 

GAAP-compliant were not only false, but were made, at a minimum, recklessly. 

182. Fwiher, at all material times, E&Y and BDO were aware that misstatements in Cash 

. Flows From Operating Activities would materially impact the market's valuation of Sino. 

183. Accordingly, in every Impugned Document that is a financial statement, the Consolidated 

Statements Of Cash Flow are a misrepresentation and, particularly, the Cash .Flows From 

Operating Activities item and associated figures is materially overstated, the "additions to timber 

holdings" item and figures is required to be listed as Cash Flows From Operating Activities, and 

the "depletion of timber holdings included in cost of sales" item and figures should not have 

been included. 

1 4 0 
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G. Misrepresentations relating to Certain Risks to which Sino was exposed 

(i) Sino is conducting "business activities" in China 

184. At material times, PRC law required foreign entities engaging in "business activities" in 

the PRC to register to obtain and maintain a license. Violation of this requirement could have 

resulted in both administrative sanctions and criminal punishment, including banning the 

unlicensed business activities, confiscating illegal income and properties used exclusively 

therefor, and/or an administrative fmes of no more than RMB 500,000. Possible criminal 

punishment included a criminal fine from 1 to 5 times the amount of the profits gained. 

185. Consequently, were Sino's BVI subsidiaries to have been engaged in unlicensed in 

"business activities" in the PRC during the Class Period, they would have been exposed to risks 

that were highly material to Sino. 

186. Under PRC law, the term "business activities" generally encompasses any for-profit 

activities, and Sino's BVI subsidiaries were in fact engaged in unlicensed "business activities" in 

the PRC during the 'Class Period. However, Sino did not disclose this fact in any of the 

Impugned Documents, including in its AIFs for 2008-2010, which purporyed to make full 

disclosure of the material risks to which Sino was then exposed. 

(ii) Sino fails to disclose that no proceeds were paid to it by its Als 

187. In the Second Report, Sino belatedly revealed that: 

In practice, proceeds from the Entrusted Sale Agreements are not paid to SF but 
are held by the Als as instructed by SF and subsequently used to pay for further 
purchases of standing timber by the same or other BVIs. The Als will continue to 
hold these proceeds until the Company instructs the Als to use these proceeds to 
pay for new BVI standing timber purchases. No proceeds are directly paid to the 
Company, either onshore or offshore. 

[Emphasis added] 
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188. This material fact was never disclosed in any of the Impugned Documents during the 

Class Period. On the contrary, Sino made the following statements during the Class Period in 

relation to the proceeds paid to it by its Als, each of which was materially misleading and 

therefore a misrepresentation: 

(a) In the 2005 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other PRC liabilities" [emphasis added]; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the 2006 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other liabilities denominated in Renminbi" (emphasis added]; 

(d) In the 2007 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable· arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi;" 

(e) In the 2008 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

lia~ilities denominated in Renminbi" [emphasis added]; 

(f) In the 2009 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; and 
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(g) 
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In the 201 0 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

'instructing the debtors to settle the amounts payable' on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]. 

R Misrepresentations relating to Sino's GAAP Compliance and the Auditors' GAAS 
Compliance 

(i) Sino, Chan and Horsley misrepresent that Sino complied with GAAP 

189. In each of its Class Period fmancial statements, Sino represented that its fmancial 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

190. In particular, Sino misrepresented in those financial statements that it was GAAP-

compliant as follows: 

(a) In the annual statements filed on March 19, 2007, at Note 1: "These consolidated 

fmancial statements Sino-Forest Corporation (the "Company") have been 

prepared in United States dollars in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual financial statements filed on March 18, 2008, at Note 1: "The 

consolidated-financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in· United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 

(c) In the annual financial statements filed on March 16, 2009, at note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 
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(d) In the annual fmandal statements filed on March 16, 2010, at note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; and 

(e) In the annual fmancial statements filed on March 15, 2011, at note 1 : "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles". 

191. In each of its Class Period MD&As, Sino represented that its reporting was GAAP-

compliant, which was a misrepresentation for the reasons set out elsewhere herein. 

192. In particular, Sino misrepresented in those CMD&As that it was GAAP-compliant as 

follows: 

(a) In the annual MD&A filed on March 19, 2007: "Except where otherwise 

indicated, all fmancial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(b) In the quarterly MD&A filed on May 14, 2007: "Except where otherwise 

indicated, all fmancial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(c) In the quarterly MD&A filed on August 13, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")''; 

(d) In the quarterly MD&A filed on November 12, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 
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(e) In the annual MD&A filed on March 18, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(f) In the amended annual MD&A filed on March 28, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(g) In the quarterly MD&A filed on May 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")''; 

(h) In the quarterly MD&A filed on August 12, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(i) In the quarterly MD&A filed on November 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

G) In the annual MD&A filed on March 16, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(k) In the amended annual MD&A filed on March 17, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(l) In the quarterly MD&A filed on May 11, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(m) In the quarterly MD&A filed on August 10, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 
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(n) In the quarterly MD&A filed on November 12, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(o) In the annual MD&A files on March 16, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(p) In the quarterly MD&A filed on May 12, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(q) In the quarterly MD&A filed on August 10, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(r) In the quarterly MD&A filed on November IO, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; and 

(s) In the annual MD&A filed on March 15, 2011: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")." 

193. In the Offerings, Sino represented that its reporting was GAAP-compliant, which was a 

misrepresentation for the reasons set out elsewhere herein. 

194. In particular, Sino misrepresented in the Offerings that it was GAAP-compliant as 

follows: 

(a) In the July 2008 Offering Memorandum: "We prepare our financial state~ents on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 
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financial statements in accordance with auditing standards generally accepted in 

Canada" and "Each of the foregoing reports or financial statements will be 

prepared in accordance with Canadian generally accepted accounting principles 

other than for reports prepared for financial periods commencing on or after 

January 1, 2011 [ ... ]"; 

(b) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 

fmancial statements in accordance with auditing standards generally accepted in 

Canada," "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP ," "Our audited and consolidated 

fmancial statements for the years ended December 31, 2006, 2007 and 2008 and 

our unaudited interim consolidated financial statements for the three-month 

periods ended March 31, 2008 and 2009 have been prepared in accordance with 

Canadian GAAP"; 

(c) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada" and "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP"; and 

(d) In the October 2010 Offering Memorandum: "We prepare our financial 

statements on a consolidated basis in accordance with accounting principles 

generally accepted in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct 

their audit of our financial statements in accordance with auditing standards 

generally accepted in Canada," "The audited and unaudited consolidated financial 

statements were prepared in accordance with Canadian GAAP," "Our audited and 

consolidated financial statements for the years ended December 31, 2007, 2008 

and 2009 and our unaudited interim consolidated fmancial statements for the six-
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month periods ended June 30, 2009 and 2010 have been prepared in accordance 

with Canadian GAAP." 

195. In the Class Period Management's Reports, Chan and Horsley represented that Sino's 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

196. In particular, Chan and Horsley misrepresented in those Management's Reports that 

Sino's financial statements were GAAP-compliant as follows: 

(a) In the annual statements filed on March 19, 2007 Chan and Horlsey stated: "The 

consolidated fmancial statements contained in this Annual Report have been 

prepared by management in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual financial statements filed on March 18, 2008 Chan and Horlsey 

stated: "The consolidated fmancial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generall¥ 

accepted accounting principles"; 

(c) In the annual financial statements filed on March 16, 2009 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally· 

accepted accounting principles"; 

(d) In the annual fmancial statements filed on March 16, 2010 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; and 

(e) In the annual financial statements filed on March 15, 2011 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 
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have been prepared by management in accordance with Canadian generally 

accepted accounting principles." 

(ii) E&Y and BDO misrepresent that Sino complied with GAAP and that they complied 
with GAAS 

197. In each of Sino's Class Period annual financial statements, E&Y or BDO, as the case 

may be, represented that Sino's reporting was GAAP-compliant, which was a misrepresentation 

for the reasons set out elsewhere herein. In addition, in each such annual financial statement, 

E& Y and BDO, as the case may be, represented that they had conducted their audit in 

compliance with GAAS, which was a misrepresentation because they did not in fact conduct 

their audits in accordance with GAAS. 

· 198. In particular, E&Y and BDO misrepresented that Sino's financial statements were 

GAAP-compliant and that they had conducted their audits in compliance with GAAS as follows: 

(a) In Sino's annual fmancial statements filed on March 19, 2007, BDO stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated fmancial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2006 and 2005 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the June 2007 Prospectus, BDO stated: "We have complied with Canadian 

generally accepted standards for an auditor's involvement with offering 

documents"; 

.(c) In Sino's annual financial statements filed on March 18, 2008, E&Y stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 
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December 31, 2007 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting principles. 

The financial statements as at December 31, 2006 and for the year then ended 

were audited by other auditors who expressed an opinion without reservation on 

those statements in their report dated March 19, 2007''; 

In the July 2008 Offering Memorandum, BDO stated: "We conducted our audit in 

accordance with Canadian generally accepted auditing standards" and "In our 

opinion, these consolidated financial statements present fairly, in all material 

respects, the fmancial position of the Company as at December 31,2006 and 2005 

and the results of its operations and its cash flows for the years then ended in 

accordance with Canadian generally accepted accounting principles" and E&Y 

stated "We conducted our audit in accordance with Canadian generally accepted 

auditing standards" and "In our opinion, these consolidated financial statements 

present fairly, in all material respects, the financial position of the Company as at 

December 31, 2007 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting 

principles"; 

In Sino's annual financial statements filed on March 16, 2009, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2008 and 2007 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

In Sino's annual financial statements filed on March 16, 2010, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2009 and 2008 and the results of its operations and its cash flows 
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for the years then ended in accordance with Canadian generally accepted 

accounting principles"; and 

(g) In Sino's annual financial statements filed on March 15, 2011, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards." and "In our opinion, the consolidated financial statements present 

fairly, in all material respects, the fmancial position of Sino-Forest corporation as 

at December 31, 2010 and 2009 and the results of its operations and cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles." 

(iii) The Market Relied on Sino's Purported GAAP-compliance and E&Y's and BDO's 
purported GAAS-compliance in Sino's Financial Reporting 

199. As a public company, Sino communicated the results it claimed to have achieved to the 

Class Members via quarterly and annual financial results, among other disclosure documents. 

Sino's auditors, E&Y and BDO, as the case may be, were instrumental in the communication of 

Sino's financial information to the Class Members. The auditors certified that the financial 

statements were compliant with GAAP and that they had performed their audits in compliance 

with GAAS. Neither was true. 

200. The Class Members invested in Sino's securities on the critical premise that Sino's 

fmancial statements were in fact GAAP-compliant, and that Sino's auditors had in fact 

conducted their audits in compliance with GAAS. Sino's reported financial results were also 

followed by analysts at numerous financial institutions. These analysts promptly reported to the 

market at large when Sino made earnings announcements, and incorporated into their Sino-

related analyses and reports Sino's purportedly GAAP-compliant financial results. These 

analyses and reports, in turn, significantly affected the market price for Sino's securities. 
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201. The market, including the Class Members, would not have relied on Sino's financial 

reporting had the auditors disclosed that Sino's financial statements were not reliable or that they 

had not followed the processes that would have amply revealed that those statements were 

reliable. 

VII. CHAN'S AND HORSLEY'S FALSE CERTIFICATIONS 

202. Pursuant to National Instrument 52-109, the defendants Chan, as CEO, and Horsley, as 

CPO, were required at the material times to certify Sino's annual and quarterly MD&As and 

Financial Statements as well as the AIFs (and all documents incorporated into the AlPs). Such 

certifications included statements that the filings "do not contain any untrue statement of a 

material fact or omit to state a material fact required to be stated or that is necessary to make a 

statement not misleading in light of the circumstances under which it was made" and that the 

reports "fairly present in all material respects the financial condition, results of operations and 

cash flows of the issuer." 

203. As particularized elsewhere herein, however, the Impugned Documents contained the 

Representation, which was false, as well as the other misrepresentations alleged above. 

Accordingly, the certifications given by Chan and Horsley were false and were themselves 

misrepresentations. Chan and Horsley made such false certifications knowingly or, at a 

minimum, recklessly. 

VIII. THE TRUTH IS REVEALED 

204. On June 2, 2011, Muddy Waters issued its initial report on Sino, and stated in part 

. therein: 
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Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds. It has 
always been a fraud - reporting excellent results from one of its early joint 
ventures- even though, because of TRE's default on its investment obligations, 
the N never went into operation. TRE just lied. 

The foundation ofTRE's fraud is a convoluted structure whereby it claims to run 
most of its revenues through "authorized intermediaries" ("AI"). Ais are 
supposedly timber trader customers who purportedly pay much of TRE's value 
added and income taxes. At the same time, these Als allow TRE a gross margin of 
55% on standing timber merely for TRE having speculated on trees. 

The sole purpose of this structure is to fabricate sales transactions while having an 
excuse for not having the VAT invoices that are the mainstay of China audit 
work. If TRE really were processing over one billion dollars in sales through Ais, 
TRE and the Ais would be in serious legal trouble. No legitimate public company 
would take such risks - particularly because this structure has zero upside. 

[ ... ] 

On the other side of the books, TRE massively exaggerates its assets. TRE 
significantly falsifies its investments in plantation fiber (trees). It purports to have 
purchased $2.891 billion in standing timber under master agreements since 2006 
[ ... ) 

[ ... ] 

Valuation 

Because TRE has $2.1 billion in debt outstanding, which we believe exceeds the 
potential recovery, we value its equity at less than $1.00 per share. 

205. Muddy Waters' report also disclosed that (a) Sino's business is a fraudulent scheme; (b) 

Sino systemically overstated the value of its assets; (c) Sino failed to disclose various related 

party transactions; (d) Sino misstated that it had enforced high standards ofgovemance; (e) Sino 

misstated that its reliance on the Ais had decreased; (f) Sino misrepresented the tax risk 

associated with the use of A~s; and (g) Sino failed to disclose. the risks relating to repatriation of 

earnings from PRC. 

206. After Muddy Waters' initial report became public, Sino shares fell to $14.46, at which 

point trading was halted (a decline of 20.6% from the pre-disclosure close of $18.21). When 
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trading was allowed to resume the next day, Sino's shares fell to a close of $5.23 (a decline of 

71.3% from June 1). 

207. On November 13, 2011 Sino released the Second Report in redacted form. Therein, the 

Committee summarized its findings: 

~B. Overview of PrinCipal FinOings 

The following sets out a very high level overview of the IC's principal findings 
and should be read in conjunction with the balance of this report. 

Timber Ownership 

[ ... ] 

The Company does not obtain registered title to BVI purchased plantations. In 
the case of the BVIs' plantations, the IC has visited forestry bureaus, Suppliers 
and Als to seek independent evidence to establish a chain of title or payment 
transactions to verifY such acquisitions. The purchase contracts, set-off 
arrangement documentation and forestry bureau confirmations constitute the 
documentary evidence as to the Company's contractual or other rights. The IC 
has been advised that the Company's rights to such plantations could be open to 
challenge. However, Management has advised that, to date, it is unaware of any 
such challenges that have not been resolved with the Suppliers in a manner 
satisfactory to the Company. 

Forestry Bureau Confirmations and Plantation Rights Certificates 

Registered title, through Plantation Rights Certificates is not available in the 
jurisdictions (i.e. cities and counties) examined by the IC Advisors for standing 
timber that is held without land use/lease rights. Therefore the Company was not 
able to obtain Plantation Rights CertifiCates for its BV/s standing timber assets 
in those areas. In these circumstances, the Company sought confirmations from 
the relevant local forestry bureau acknowledging its rights to the standing timber. 

The IC Advisors reviewed forestry bureau confirmations for virtually all BVIs 
assets and non-Mandra WFOE purchased plantations held as at December 31, 
2010. The IC Advisors, in meetings organized by Management, met with a 
sample of forestry bureaus with a view to obtaining verification ofthe Company's 
rights to standing timber in those jurisdictions. The result of such meetings to date 
have concluded with the forestry bureaus or related entities having issued new 
confirmations as to the Company's contractual rights to the Company in respect 
of 111,177 Ha. as of December 31,2010 and 133,040 Ha. as of March 31,2011, 
and have acknowledged the issuance of existing confirmations issued to the 
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Company as to certain rights, among other things, in respect of 113,058 Ha. as of 
December 31,2010. · · 

Forestry bureau confirmations are not officially recognized documents and are 
not issued pursuant to a legislative mandate or, to the knowledge of the IC, a 
published policy. It appears they were issued at the request of the Company or 
its Suppliers. The confirmations are not title documents, in the Western sense of 
that term, although the IC believes they should be viewed as comfort indicating 
the relevant forestry bureau does not dispute SF's claims to the standing timber to 
which they relate and might provide comfort in case of disputes. The purchase 
contracts are the primary evidence of the Company's interest in timber assets. 

In the meetings with forestry bureaus, the IC Advisors did not obtain signifzcant 
insight into the internal authorization or diligence processes undertaken by the 
forestry bureaus in issuing confirmations and, as reflected elsewhere in this 
report, the IC did not have visibility into or complete comfort regarding the 
methods by which those confrrmations were obtained. It should be noted that 
several Suppliers observed that SF was more demanding than other buyers in 
requiring forestry bureau confirmations. 

Book Value of Timber 

Based on its review to date, the IC is satisfied that the book value of the BVIs 
timber assets of $2.476 billion reflected on its 2010 Financial Statements and of 
SP WFOE standing timber assets of $298.6 million reflected in its 2010 Financial 
Statements reflects the purchase prices for such assets as set out in the BVIs and 
WFOE standing timber purchase contracts reviewed by the IC Advisors. Further, 
the purchase prices for such BVIs timber assets have been reconciled to the 
Company's fmancial statements based on set-off documentation relating to such 
contracts that were reviewed by the IC. However, these comments are also 
subject to the conclusions set out above under "Timber Ownership" on title and 
other rights to plantation assets. 

The IC Advisors reviewed documentation acknowledging the execution of the 
set-off arrangements between Suppliers, the Company and Als for the 2006-2010 
period. However, the IC Advisors were unable to review any documentation of 
Ais or Suppliers which independently verified movements of cash in connection 
with such set-off arrangements between Suppliers, the Company and the Ais 
used to settle purchase prices paid to Suppliers by Ais on behalf of SF. We note 
also that the independent valuation referred to in Part VIII below has not yet been 
completed. 

Revenue Reconciliation 

As reported in its First Interim Report, the IC has reconciled reported 2010 total 
revenue to the sales prices in BVIs timber sales contracts, together with macro 
customer level data from other businesses. However, the IC was unable to review 
any documentation of Ais or Supplie~s which independently verified movements 
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of cash in connection with set-off a"angements used to settle purchase prices 
paid~ or sale proceeds received by~ or on behalf of SF. 

Relationships 

• Yuda Wood: The IC is satisfied that Mr. Huang Ran is. not currently an 
employee of the Company and that Yuda Wood is· not a subsidiary of the· 
Company. However, there is evidence suggesting close cooperation (including 
administrative assistance, possible payment of capital at the time of 
esiablishment,joint control of certain iif Yuda Wood's RMB bank accounts and 
the numerous emails indicating coordination of funding and other business 
activities). Management has explained these arrangements were mechanisms that 
allowed the Company to monitor its interest in the timber transactions. Further, 
Huang Ran (a Yuda Wood employee) has an ownership and/or directorship in 
a number of Suppliers (See Section VlB). The IC Advisors have been introduced 
to persons identified as influential backers of Yuda Wood but were unable to 
determine the relationships, if any, of such persons with Yuda Wood, the 
Company or other Suppliers or Ais. Management explanations of a number oj 
Yuda Wood-related emails and answers to E&Y's questions are being reviewed· 
by the IC and may not be capable of independent verification. 

• Other: The IC's review has identified other situations which require further 
review. These situations suggest that the Company may have close relationships 
with certain Suppliers, and certain Suppliers and Als may have cross
ownership and other relationships with each other. The IC notes that in the 
interviews conducted by the IC with selected Als and Suppliers, all such parties 
represented that they were independent of SF. Management has very recently 
provided information and analysis intended to explain these situations. The IC is 
reviewing this material from Management and intends to report its findings in this 
regard in its final report to the Board. Some of such information and explanations 
may not be capable of independent verification. 

• Accounting Considerations: To the extent that any of SF's purchase and sale 
transactions are with related parties for accounting purposes, the value of these 
transactions as recorded on the books and records of the Company may be 
impacted. 

[ ... ] 

BVI Structure 

The BVI structure used by SF to purchase and seJI standing timber assets could be 
challenged by the relevant Chinese authorities as the undertaking of "business · 
activities" within China by foreign companies, which may only be undertaken by 
entities established within China with the requisite approvals. However, there is 
no clear definition of what constitutes "business activities" under Chinese law and 
there are different views among the IC's Chinese counsel and the Company's 
Chinese counsel as to whether the purchase and sale of timber in China as 
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undertaken by the BVIs could be considered to constitute "business activities" 
within China. In the event that the relevant Chinese authorities consider the BVIs 
to be undertaking "business activities" within China, they may be required to 
cease such activities and could be subject to other regulatory action. As 
regularization of foreign businesses in China is an ongoing process, the 
government bas in the past tended to allow foreign companies time to restructure 
their operations in accordance with regulatory requirements {the cost of which is 
uncertain), rather than enforcing the laws strictly and imposing penalties without 
notice. See Section II.B.2 

C. Challenges 

Throughout its process, the IC has encountered numerous challenges in its 
attempts to implement a robust independent process which would yield reliable 
results. Among those challenges are the following: 

(a) Chinese Legal Regime for Forestry: 

• national laws and policies appear not yet to be implemented at all local levels; 

• in practice, none of the local jurisdictions tested in which BVIs hold standing 
timber appears to have instituted a government registry and documentation system 
for the ownership of standing timber as distinct from a government registry 
system for the ownership of plantation land use rights; 

• the registration of plantation land use rights, the issue of Plantation Rights 
Certificates and the establishment of registries, is incomplete in some jurisdictions 
based on the information available to the IC; 

• as a result, title to standing timber, when not held in conjunction with a land 
use right, cannot be definitively proven by reference to a government 
nwintained register; and 

• Sino-Forest has requested confirmations from forestry bureaus of its acquisition 
of timber holdings (excluding land leases) as additional evidence of ownership. 
Certain forestry bureaus and Suppliers have indicated the confirmation was 
beyond the typical diligence practice in China for acquisition of timber holdings. 

(b) Obtaining Information from Third Parties: For a variety of reasons, all of them 
outside the control of the IC, it is very difficult to obtain information from third 
parties in China. These reasons include the following: 

• nwny of the third parties from whom the IC wanted information (e.g., Als, 
Suppliers and forestry bureaus) are not compellable by the Company or 
Canadian legal processes; 

• third parties appeared to have concerns relating to disclosure of information 
regarding their operations that could become public or fall into the hands of 
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Chinese government authorities: many third parties explained their reluctance to 
provide requested documentation and information as being "for tax reasons" 
but declined to elaborate; and 

• awareness of MW allegations, investigations and information gathering by the 
OSC and other parties, and court proceedings; while not often explicitly 
articulated, third parties had an awareness of the controversy surrounding SF and 
a reluctance to be associated with any of these allegations or drawn into any of 
these processes. 

[ ... ] 

(e) Corporate Governance/Operational Weaknesses: Management· has asserted 
that business in China is based upon relationships. The IC and the IC Advisors 
have observed this through their efforts to obtain meetings with forestry bureaus, 
Suppliers and Als and their other experience in China. The importance of 
relationships appears to have resulted in dependence on a relatively small group 
of Management who are integral to maintaining customer relationships, 
negotiating and fmalizing the purchase and sale of plantation fibre contracts and 
the settlement of accounts receivable and accounts payable associated with 
plantation fibre contracts. This concentration of authority or lack of segregation of 
duties has been previously disclosed by the Company as a control weakness. As a 
result and as disclosed in the 2010 MD&A, senior Management in their ongoing 
evaluation of disclosure controls and procedures and internal controls over 
financial reporting, recognizing the disclosed weakness, determined that the 
design and controls were ineffective. The Chairman and Chief Financial Officer 
provided annual and quarterly certifications of their regulatory filings. Related to 
this weakness the following challenges presented themselves in the examination 
by the lC and the IC Advisors: 

• operational and administration systems that are generally not sophisticated 
having regard to the size and complexity of the Company's business and in 
relation to North American practices; including: 

• incomplete or inadequate record creation and retention practices; 

• contracts not maintained in a central location; 

• significant volumes of data maintained across multiple locations on 
decentralized servers; 

• data on some servers in China appearing to have been deleted on an 
irregular basis, and there is no back-up system; 

• no integrated accounting system: accounting data is not maintained on a 
single, consolidated application, which can require extensive manual 
procedures to produce reports; and 
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• a treasury function that was centralized for certain major financial 
accounts, but was not actively involved in the control or management of 
numerous local operations bank accounts; 

• no internal audit function although there is evidence the Company has 
undertaken and continues to assess its disclosure controls and procedures and 
internal controls over financial reporting using senior Management and 
independent control consultants; 

• SF employees conduct Company affairs from time to time using personal 
devices and non-corporate email addresses which have been observed to be 
shared across groups of staff and changed on a periodic and organized basis; this 
complicated and delayed the examination of email data by the IC Advisors; and 

• lack of full cooperation/openness in the ICs examination from certain members 
of Management. 

(f) Complexity, Lack of Visibility into, and Limitations of BVIs Model: The use 
of Als and Suppliers as an essential feature of the BVIs standing timber 
business model contributes to the lack of visibility into title documentation, cash 
movements and tax liability since cash settlement in respect of the BVls 
standing timber transactions takes place outside of the Company's books. 

(g) Cooperation and openness of the Company's executives throughout the 
process: From the outset, the IC Advisors sought the full cooperation and support 
of Allen Chan and the executive management team. Initially, the executive 
management team appeared ill-prepared to address the IC's concerns in an 
organized fashion and there was perhaps a degree of culture shock as 
Management adjusted to the IC Advisors' examination. In any event, significant 
amounts. of material information, particularly with respect to the relationship 
with Yuda Wood, interrelations/tips between Als anti/or Suppliers, were not 
provided to the IC Advisors as requested. In late August 2011 on the instructions 
of the IC, interviews of Management were conducted by the IC Advisors in which 
documents evidencing these connections were put to the Management for 
explanation. As a result of these interviews (which were also attended by BJ) the 
Company placed certain members of Management on administrative leave upon 
the advice of Company counsel. At the same time the OSC made allegations in 
the CTO of Management misconduct. 

[ ... ] 

(h) Independence of the IC Process: The cooperation and collaboration of the JC 
with Management (operating under the direction of the new Chief Executive 
Officer) and with Company counsel in completing certain aspects of the JC's 
mandate has been noted by the OSC and by E& Y. Both have questioned the 
degree of independence of the IC from Management as a result of this 
interaction. The IC has explained the practical impediments to its work in the 
context of the distinct business culture (and associated issues of privacy) in the 
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forestry sector in China in which the Company operates. Cooperation of third 
parties in Hong Kong and China, including employees, depends heavily on 
relationships and trust. As noted above, the Company's placing certain members 
of Management on administrative leave, as well as the OSC's allegations in the 
CTO, further hampered the IC's ability to conduct its process. As a result, the 
work of the IC was frequently done with the assistance of, or in reliance on, the 
new Chief Executive Officer and his Management team and Company counsel. 
Given that Mr. Martin was, in effect, selected by the IC and BJ was appointed in 
late June 2011, the IC concluded that, while not ideal, this was a practical and 
appropriate way to proceed in.the circumstances. As evidenced by the increased 
number of scheduled meetings with forestry bureaus, Suppliers and Als, and, very 
recently, the delivery to the IC of information regarding Als and Suppliers and 
relationships among the Company and such parties, it is acknowledged that Mr. 
Martin's involvement in the process has been beneficial. It is also acknowledged 
that in executing his role and assisting the IC he has had to rely on certain of the 
members of Management who had been placed on administrative leave. 

[Emphasis added] 

On January 31, 2012, Sino released the Final Report. In material part, it read: 

This Final Report of the IC sets out the activities undertaken by the IC since mid
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (ChristmaS, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The /C believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the JC is 
now at the point of diminishing returns because much of the information which 
it is seeking lies with non-compellable third parties, may not exist or is 
apparently not retrievable from the records of the Company. 

In December 2011, the Company defaulted under the indentures relating to its 
outstanding bonds with the result that its resources are now more focused on 
dealing with its bondholders .. This process is being overseen by the Restructuring 
Committee appointed by the Board. Pursuant to the Waiver Agreement dated 
January 18, 2012 between the Company and the holders of a majority of the 
principal amount of its 2014 Notes, the Company agreed, among other things, that 
the final report of the IC to the Board would be made public by January 31, 2012. 

Given the circumstances described above, the IC understands that, with the 
delivery of this Final Report, its review and examination activities are terminated. 
the IC does not expect to undertake further work other than assisting with 
responses to regulators and the RCMP as required and engaging in such· further .. 
specific activities as the IC may deem advisable or the Board may instruct. The 
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IC has asked the IC Advisors to remain available to assist and advise the IC upon 
its instructions. 

[ ... ] 

II. RELATIONSHIPS 

The objectives of the IC's examination of the Company's relationships with its 
Als and Suppliers were to determine, in light of the MW allegations, if such 
relationships are arm's length and to obtain, if possible, independent verification 
of the cash flows underlying the set-off transactions described in Section II.A of 
the Second Interim Report. That the Company's relationships with its Als and 
Suppliers be arm's length is relevant to SF's ability under GAAP to: 

• book its timber assets at cost in its 2011 and prior years' financial statements, 
both audited and unaudited 

• recognize revenue from standing timber sales as currently reflected in its 2011 
and prior ye_ars' financial statements, both audited and unaudited. 

A. Yuda Wood 

Yuda Wood was founded in April2006 and was unti12010 a Supplier of SF. Its 
business with SF from 2007 to 2010 totalled approximately 152,164 Ha and RMB 
4.94 billion. Section VI.A and Schedule VI.A.2(a) of the Second Interim Report 
described the MW allegations relating to Yuda Wood, the review conducted by 
the IC and its findings to date. The IC concluded that Huang Ran is not currently . 
an employee, and that Yuda Wood is not a subsidiary, of the Company. However, 
there is evidence suggesting a close cooperation between SF and Yuda Wood 
which the IC had asked Management to explain. At the time the Second Interim 
Report was issued, the IC was continuing to review Management's explanations 
of a number of Yuda Wood-related emails and certain questions arising there
from. 

Subsequent to the issuance of its Second Interim Report in mid-November, the IC, 
with the assistance of the IC Advisors, has reviewed the Management responses 
provided to date ·relating to Yuda Wood and has sought further explanations and 
documentary support for such explanations. This was supplementary to the 
activities of the Audit Committee of SF and its advisors who have had during this 
period primary carriage of examining Management's responses on the interactions 
of SF and Yuda Wood. While many answers and explanations have been 
obtained, the IC believes that they are not yet sufficient to allow it to fully 
understand the nature and scope of the relationship between SF and Yuda 
Wood. Accordingly, based on the information it has obtained, the /C is still 
unable to independently verify that the relationship of Yuda Wood is at arm's 
length to SF . . It is to be noted that Management is of the view that Yuda Wood is 
unrelated to SF for accounting purposes. The IC remains satisfied that Yuda is 
not a subsidiary of SF. Management continues to undertake work related to Yuda 
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Wood, including seeking documentation from third parties and responding toe
mails where the responses are not yet complete or prepared. Management has 
provided certain banking records to the Audit Committee that the Audit 
Committee advises support Management's position that SF did not capitalize 
Yuda Wood (but that review is not yet completed). The IC anticipates that 
Management will continue to work with the Audit Committee, Company counsel 
and E& Y on these issues. 

B. Other Relationships 

Section VI.B.l of the Second Interim Report descrioed certairi other relationships 
which had been identified in the course of the IC's preparation for certain 
interviews with Als and Suppliers. These relationships include (i) thirteen 
Suppliers where former SF employees, consultants or secondees are or have 
been directors, officers and/or shareholders (including Yuda Wood); (ii) an AI 
with a former SF employee in a senior position; (iii) potential relationships 
between Als and Suppliers; (iv) set-off payments for BVI standing timber 
purchases being made by companies that are not Als and other setoff 
arrangements involving non-A! entities; (v) payments by Als to potentially 
connected Suppliers; and (vi) sale of standing timber to an AI potentially 
connected to a Supplier of that timber. Unless expressly addressed herein, the 
IC has no further update of a material nature on the items raised above. 

On the instructions of the IC, the IC Advisors gave the details of these possible 
relationships to Management for further follow up and explanation. Just prior to 
the Second Interim Report, Management provided information regarding Als and 
Suppliers relationships among the Company and such parties. 

This information was in the form of a report dated November 10, 2011, 
subsequently updated on November 21, 201 I and January 20, 2012 (the latest 
version being the "Kaitong Report") prepared by Kaitong Law Firm ("Kaitong"), 
a Chinese law firm which advises the Company. The Kaitong Report has been 
separately delivered to the Board. Kaitong has advised that much of the 
information in the Kaitong Report was provided by Management and has not 
been independently verifted by such law firm or the I C. 

[ ... ] 

The Kaitong Report generally describes certain relationships amongst Als and 
Suppliers and certain relationships between their personnel and Sino-Forest, 
either identified by Management or through SAIC and other searches. The 
Kaitong Report also specifically addresses certain relationships identified in the 
Second Interim Report. The four main areas of information in the Kaitong Report 
are as follows and are discussed in more detail below: 

(i) Backers to Suppliers and .Als: The Kaitong Report explains the concept of 
"backers" to both Suppliers and Als. The Kaitong Report suggests that backers 
are individuals with considerable influence in political, social or business circles, 
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· or all three. The Kaitong Report also states that such backers or their identified 
main business entities do not generally appear in SAIC filings by the Suppliers or 
Als as shareholders thereof and, in most instances, in any other capacity. 

(ii) Suppliers and Als with Former SF Personnel: The . appendices to the 
Kaitong Report list certain Suppliers that have former SF personnel as 
current shareholders. 

(iii) Common Shareholders Between Suppliers and Als: The Kaitong Report 
states that there are 5 Suppliers and 3 Als with current common shareholders 
but there is no cross majority ownership positions between Suppliers and Als. 

(iv) Transactions Involving Suppliers and Als that have Shareholders in common: 
The Kaitong Report states that, where SF has had transactions with Suppliers and 
Als that have certain current shareholders in common as noted above, the subject 
timber in those transactions is not. the same; that is, the timber which SF buys 
from such Suppliers and the timber which SF sells to such Als are located in 
different counties or provinces. 

The IC Advisors have reviewed the Kaitong Report on behalf of the I C. The IC 
Advisors liaised with Kaitong and met with Kaitong and current and former 
Management. A description of the Kaitong Report and the IC's findings and 
comments are summarized below. By way of summary, the Kaitong Report 
provides considerable information regarding relationships among Suppliers and 
Als, and between them and SF, but much of this information related to the 
relationship of each backer with the associated Suppliers and Als is not supported 
by any documentary or other independent evidence. As such, some of the 
information provided is unverified and, particularly as it relates to the nature of 
the relationships with the backers, is viewed by the IC to be likely unverifzable 
by it. 

1. Backers to Suppliers and Als 

[ ... ] 

·Given the general lack of information on the backers or the nature and scope of 
the relationships between the Suppliers orAls and their respective backers and the 
absence of any documentary support or independent evidence of such 
relationships, the IC has been unable to reach any conclusion as to the existence, 
nature or importance of such relationships. As a result, the IC is unable to assess 
the implications, if any, of these backers with respect to SF's relationships with 
its Suppliers or A/s. Based on its experience to date, including interviews with 
Suppliers and Als involving persons who have now been identified as backers 
in the Kaitong Report, the IC believes that it would be very diffiCult for the IC 
Advisors to arrange interviews with either the Als or Suppliers or their 
respective backers and, if arranged, that such interviews would yield very little, 
if any, verifiable information to such advisors. The IC understands Management 
is continuing to seek meetings with its Als and Suppliers with the objective of 
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obtaining information, to the extent such is available, that will provide further 
background to the relationships to the Audit Committee. 

[ ... ] 

2. Suppliers and Als with Former SF Personnel 

The Appendices to the Kaitong Report list the Suppliers with former SF personnel 
as current shareholders. According to the information previously obtained by the 
IC Advisors, th~ identification of former SF personnel indicated ·in the Kaitong · 
Report to be current shareholders of past or current Suppliers is correct. 

(a) Suppliers with former SF personnel 

The Kaitong Report, which is limited to examining Suppliers where ex-SF 
employees are current shareholders as shown in SAIC filings, does not provide 
material new information concerning Suppliers where former SF employees were 
identified by the IC in the Second Interim Report as having various past or present 
connections to current or former Suppliers except that the Kaitong Report 
provides an explanation of two transactions identified in the Second Interim 
Report. These involved purchases of standing timber by SF from Suppliers 
controlled by persons who were employees of SF at the time of these transactions. 
Neither of the Suppliers have been related to an identified backer in the Kaitong 
Report. The explanations are similar indicating that neither of the SF employees 
was. an officer in charge of plantation purchases or one of SF's senior 
management at the time of the transactions. The employees in question were 
Shareholder #14 in relation to a RMB 49 million purchase from Supplier #18 in 
December 2007 (shown in SAIC filings to be 100% owned by him) and 
Shareholder #20 in relation to a RMB 3.3 million purchase from Supplier #23 
(shown in SAIC filings to be 70% owned by him) in October 2007. The Kaitong 
Report indicates Shareholder #20 is a current employee of SF who then had 
responsibilities in SF's wood board production business. 

The IC is not aware that the employees' ownership positions were brought to the 
attention of the Board at the time of the transactions or, subsequently, until the 
publication of the Second Interim Report and understands the Audit Collliitittee 
will consider such information. 

(b) Ais with former SF personnel 

The Kaitong Report indicates that no SF employees are listed in SAIC filing 
reports as current shareholders of Als. Except as noted herein, the IC agrees with 
this statement. The Kaitong Report .does not address the apparent role of an ex
employee Officer #3 who was introduced to the IC as the person in charge of AI 
#2 by Backer #5 of AI Conglomerate #1. Backer #5 is identified in the Kaitong 
Report as a backer of two Als, including AI#2. (The Kaitong Report properly 
does not include AI #14. as an AI for this purpose, whose 100% shareholder is 
former SF employee Officer #3. However, the IC is satisfied that the activities of 
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this entity primarily relate to certain onshoring transactions that facilitated the 
transfer of SF BVI timber assets to SF WFOE subsidiaries.) 

There was one other instance where a past shareholding relationship has been 
identified between an AI # 10 and persons who were previously or are still shown 
on the SF human resources records, Shareholder #26 and Shareholder #27. 
Management has explained that such entity sold wood board processing and other 
assets to SF and that the persons associated with that company consulted with SF 
after such sale in relation to the purchased wood board processing assets. Such 
entity subsequently also undertook material timber purchases as an AI of SF in 
2007-2008 over a time period in which such persons are shown as shareholders 
of such AI in the SAIC filing reviewed (as to 47.5% for Shareholder #26 and as 
to 52.5% for Shareholder #27). That time period also intersects the time that 
Shareholder #26 is shown in such human resources records and partially 
intersects the time that Shareholder #27 is shown on such records. 
Management has also explained that Shareholder #26 subsequent to the time of 
such AI sales became an employee of a SF wood board processing subsidiary. 
Management has provided certain documentary evidence of its explanations. 
The IC understands that the Audit Committee will consider this matter. 

3. Common Shareholders between Supplier and Als 

The Kaitong Report states that there are 5 Suppliers and 3 Als that respectively 
have certain common current shareholders but also states that there is no cross 
control by those current shareholders of such Suppliers or Als based on SAIC 
filings. The Kaitong Report correctly addresses current cross shareholdings in 
Suppliers and Als based on SAIC filings but does not address certain other 
shareholdings. With the exception of one situation of cross control in the past, the 
IC has not identified a circumstance in the SAIC filings reviewed where the same 
person controlled a Supplier at the time it controlled a different AI. The one 
exception is that from April 2002 to February 2006, AI #13 is shown in SAIC 
filings as the 90% shareholder of Supplier/A! # 14. AI # 13 did business with SF 
BVIs from 2005 through 2007 and Supplier/A/ #14 supplied SF BVIs from 
2004 through 2006. However, the IC to date has only identified one contract 
involving timber bought from Supplier/A/ #14 that was subsequently sold to AI 
#13. It involved a parcelof 2,379 Ha. timber sold to AI #13 in December 2005 
that originated from a larger timber purchase contract with Supplier/A/ #14 
earlier that year. Management has provided an explanation for this 
transaction. The IC understands that the Audit Committee will consider this 
matter. 

4. Transactions involving Suppliers and Als with Current Shareholders m 
Common 

The Kaitong Report states that where SF has had transactions with 5 Suppliers 
and 3 Als that have current shareholders in common (but no one controlling 
shareholder) as shown in SAIC filings, the subject timber in the transactions they 
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each undertook with SF is not the same; that is, the timber which SF buys from 
the Suppliers and the timber which SF sells to the Als where the Supplier and AI · 
have a current common shareholder were located in different areaS and do not 
involve the same plots of timber. The Kaitong Report further states that where 
SF has had transactions with 5 Suppliers and 3 Als with current shareholders in 
common as shown in SAIC filings, SF had transaction's with those Ais prior to 
having transactions with those Suppliers, thus SF was not overstating its 
transactions by buying and selling to the same counterparties. · 

[ ... ] . 

The Kaitong Report does not specifically address historical situations involving 
common shareholders and potential other interconnections between Als and 
Suppliers that may appear as a result of the identification of backers. There is 
generally no ownershipconnection shown in SAIC filings betweenbackers and 
the Suppliers and Als associated with such backers in the Kaitong Report. 

[ ... ] 

VI. OUTSTANDING MA TIERS 

As noted in Section I above, the IC understands that with the delivery of this 
report, its examination and review activities are terminated. The IC would expect 
its next steps may include only: 

(a) assisting in responses to regulators and RCMP as required; and 

(b) such other specific activities as it may deem advisable or the Board may 
instruct. 

[Emphasis added] 

IX. SINO REWARDS ITS EXPERTS 

Bowland, Hyde and West are former E&Y partners and employees. They served on 

Sino's Audit Committee but purported to exercise oversight of their former E&Y colleagues. In 

addition, Sino's Vice-President, Finance (Corporate), Thomas M. Maradin, is a former E&Y 

employee. 
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210. The charter of Sino's Audit Committee required that Ardell, Bowland, Hyde and West 

"review and take action to eliminate all factors that might impair, or be perceived to impair, the I 
independence of the Auditor." Sino's practice of appointing E&Y personnel to its board- and 

paying them handsomely (for example, Hyde was paid $163,623 by Sino in 2010, $115,962 in I 
2009, $57,000 in 2008 and $55,875 in 2007, plus options and other compensation)- undermined 

the Audit Committee's oversight ofE&Y. I 
211. E&Y's independence was impaired by the significant non-audit fees it was paid during I 
2008-2010, which total $712,000 in 2008,$1,225,000 in 2009 and $992,000 in 2010. 

212. Further, Andrew Fyfe, the former Asia-Pacific President for Poyry Forestry Industry Ltd, I 
was appointed Chief Operating Officer of Greenheart, and is the director of several Sino I 

' subsidiaries. Fyfe signed the Poyry valuation report dated June 30, 2004, March 22, 2005, March 

23, 2006, March 14, 2008 and April I, 2009. I 
213. George Ho, Sino's Vice President, Finance (China), is a former Senior Manager of the I 
BDO. 

X. THE DEFENDANTS' RELATIONSIDP TO THE CLASS I 
214. By virtue of their purported accounting, financial and/or managerial acumen and 

qualifications, and by virtue of their having assumed, voluntarily and for profit, the role of I 
gatekeepers, the Defendants had a duty at common law, informed by the Securities Legislation 

and/or the CECA, to exercise care and diligence to ensure that the Impugned Documents fairly I 
and accurately disclosed Sino's financial condition and performance in accordance with GAAP. I 
215. Sino is a reporting issuer and had an obligation to make timely, full, true and accurate 

disclosure of material facts and changes with respect to its business and affairs. I 
I 
I 

' 
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216. The Individual Defendants, by virtue of their positions as senior officers and/or directors 

of Sino, owed a duty to the Class Members to ensure that public statements on behalf of Sino 

were not untrue, inaccurate or misleading. The continuous disclosure requirements in Canadian 

securities law mandated that Sino provide the Impugned Documents, including quarterly and 

annual financial statements. These documents were meant to be read by Class Members who 

acquired Sino's Securities in the secondary market and to be relied on by them in making 

investment decisions. This public disclosure was prepared to attract investment, and Sino and the 

Individual Defendants intended that Class Members would rely on public disclosure for that 

purpose. With respect to Prospectuses and Offering Memoranda, these documents were prepared 

for primary market purchasers. They include detailed content as mandated under Canadian 

securities legislation, national instruments and OSC rules. They were meant to be read by the 

Class Members who acquired Sino's Securities in the primary market, and to be relied on by 

them in making decisions about whether to purchase the shares or notes under the Offerings to 

which these Prospectuses and Offering Memoranda related. 

217. Chan and Horsley had statutory obligations under Canadian securities law to ensure the 

accuracy of disclosure documents and provided certifications in respect of the annual reports, 

financial statements and Prospectuses during the Class Period. The other Individual Defendants 

were directors of Sino during the Class Period and each had a statutory obligation as a director 

under the CECA to manage or supervise the management of the business and affairs of Sino. 

These Individual Defendants also owed a statutory duty of care to shareholders under section 122 

of the CECA. In addition, Poon, along with Chan, co-founded Sino and has been its president 

since 1994. He is intimately aware of Sino's operations and as a long-standing senior officer, he 
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had an obligation to ensure proper disclosure. Poon authorized, permitted or acquiesced in the 

release of the Impugned Documents. 

218. BDO and E&Y acted as Sino's auditors and provided audit reports in Sino's annual 

financial statements that were directed to shareholders. These audit reports specified that BDO 

and E&Y had conducted an audit in accordance with GAAS, which was untrue, and included 

their opinions that the financial statements presented fairly, in all material respects, the financial 

position of Sino, the results of operations and Sino's cash flows, in accordance with GAAP. 

BDO and E& Y knew and intended that Class Members would rely on the audit reports and 

assurances about the material accuracy of the financial statements. 

219. Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TO each 

signed one or more of the Prospectuses and certified that, to the best of its knowledge, 

information and belief, the particular prospectus, together with the documents incorporated 

therein by reference, constituted full, true and plain disclosure of all material facts relating to the 

securities offered thereby. These defendants knew that the Class Members who acquired Sino's 

Securities in the primary market would rely on these assurances and the trustworthiness that 

would be credited to the Prospectuses because of their involvement. Further, those Class 

Members that purchased shares under these Prospectuses purchased their shares from these 

defendants as principals. 

220. Credit Suisse USA, TD and Bane of America acted as initial purchasers or dealer 

managers for one or more of the note Offerings. These defendants knew that persons purchasing 

these notes would rely on the trustworthiness that would be credited to the Offering Memoranda 

because of their involvement. 

16:8 
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XI. THE PLAINTIFFS' CAUSES OF ACTION 

A. Negligent Misrepresentation 

221. As against all Defendants except Poyry and the Underwriters, and on behalf of all Class 

Members who acquired Sino's Securities in the secondary market, the Plaintiffs plead negligent 

misrepresentation for all of the Impugned Documents except the Offering Memoranda. 

222. Labourers and Wong, on behalf of Class Members who purchased Sino Securities in one 

of the distributions to which a Prospectus related, plead negligent misrepresentation as against 

Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BOO, E&Y, Dundee, Merrill, 

Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TO for the Prospectuses. 

223. Grant, on behalf of Class Members who purchased Sino Securities in one of the 

distributions to which an Offering Memorandum related, pleads negligent misrepresentation as 

against Sino, BOO and E& Y for the Offering Memoranda. 

224. In support of these claims, the sole misrepresentation that the Plaintiffs plead is the 

Representation. The Representation is contained in the language relating to GAAP 

particularized above, and was untrue for the reasons particularized elsewhere herein. 

225. The Impugned Documents were prepared for the purpose of attracting investment and 

inducing members of the investing public to purchase Sino securities. The Defendants knew and 

intended at all material times that those documents had been prepared for that purpose, and that 

the Class Members would rely reasonably and to their detriment upon such documents in making 

the decision to purchase Sino securities. 

226. The Defendants further knew and intended that the information contained in the 

Impugned Documents would be incorporated into the price of Sino's publicly traded securities 
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such that the trading price of those securities would at all times reflect the information contained 

in the Impugned Documents. 

227. As set out elsewhere herein, the Defendants, other than Poyry, Credit Suisse USA and 

Bane of America, had a duty at common law to exercise care and diligence to ensure that the 

Impugned Documents fairly and accurately disclosed Sino's financial condition and performance 

in accordance with GAAP. 

228. These Defendants breached that duty by making the Representation as particularized 

above. 

229. The Plaintiffs and the other Class Members directly or indirectly relied upon the 

Representation in making a decision to purchase the securities of Sino, and suffered damages 

when the falsity of the Representation was revealed on June 2, 2011. 

230. Alternatively, the Plaintiffs and the other Class Members relied upon the Representation 

by the act of purchasing Sino securities in an efficient market that promptly incorporated into the 

price of those securities all publicly available material information regarding the securities of 

Sino. As a result, the repeated publication of the Representation in these Impugned Documents 

caused the price of Sino's shares to trade at inflated prices during the Class Period, thus directly 

resulting in damage to the Plaintiffs and Class Members. 

B. Statutory Claims, Negligence, Oppression, Unjust Enrichment and Conspiracy 

(i) Statutory Liability- Secondary Market under the Securities Legislation 

23 I. The Plaintiffs plead the claim found in Part XXIII.l of the OSA, and, if required, the 

equivalent sections of the Securities Legislation other than the OSA, against all Defendants 

except the Underwriters. 
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232. Each of the Impugned Documents except for the December 2009 and October 2010 

Offering Memoranda is a "Core Document" within the meaning of the Securities Legislation. 

233. Each of these Impugned Documents contained one or more misrepresentations as 

particularized above. Such misrepresentations and the Representation are misrepresentations for 

the purposes of the Securities Legislation. 

234. Each of the Individual Defendants was an officer and/or director of Sino at material 

times. Each of the Individual Defendants authorized, permitted or acquiesced in the release of 

some or all of these Impugned Documents. 

235. Sino is a reporting issuer within the meaning of the Securities Legislation. 

236. E&Y is an expert within the meaning of the Securities Legislation. E&Y consented to 

the use of its statements particularized above in these Impugned Documents. 

237. BDO is an expert within the meaning of the Securities Legislation. BDO consented to 

the use ()fits statements particularize above in these Impugned Documents. 

238. Poyry is an expert within the meaning of the Securities Legislation. Poyry consented to 

the use of its statements particularized above in these Impugned Documents. 

239. Ai all material times, each of Sino, Chan, Poon and Horsley, BDO and E&Y knew or, in 

the alternative, was wilfully blind to the fact, that the Impugned Documents contained the 

Representation and that the Representation was false, and that the Impugned Documents 

contained other of the misrepresentations that are alleged above to have been contained therein. 

(ii) Statutory Liability - Primary Market for Sino's Shares under the Securities 
Legislation 

240. As against Sino, Chan, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, E&Y, 

Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, and on behalf 



936 106 

of those Class Members who purchased Sino shares in one ofthe distributions to which the June 

2009 or December 2009 Prospectuses related, Labourers and Wong assert the cause of action set 

forth in s. 130 of the OSA and, if necessary, the equivalent .provisions of the Securities 

Legislation other than the OSA. 

241. Sino issued the June 2009 and December 2009 Prospectuses, which contained the 

Representation and the other misrepresentations that are alleged above to have been contained in 

those Prospectuses or in the Sino disclosure documents incorporated therein by reference. 

(iii) Statutory Liability- Primary Market for Sino's Notes under the Securities 
Legislation 

242. As against Sino, and on behalf of those Class Members who purchased or otherwise 

acquired Sino's notes in one of the offerings to which the July 2008, June 2009, December 2009, 

and October 2010 Offering Memoranda related, Grant asserts the cause of action set forth in s. 

130.1 of the OSA and, if necessary, the equivalent provisions of the Securities Legislation other 

than the OSA. 

243. Sino issued the July 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, which contained the Representation and the other misrepresentations that are 

alleged above to have been contained in those Offering Memoranda or in the Sino disclosure 

documents incorporated therein by reference. 

(iv) Negligence Simpliciter- Primary Market for Sino's Securities 

244. Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Poyry and 

the Underwriters (collectively, the "Primary Market Defendants") acted negligently in 

connection with one or more of the Offerings. 

245. As against Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, 

Poyry, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, and on 
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behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which those Prospectuses related, Labourers and Wong assert negligence simpliciter. 

246. As against Sino, BDO, E&Y, Poyry, Credit Suisse USA, Bane of America and TD, and 

on behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which the Offering Memoranda related, Grant asserts negligence simpliciter.· 

247. The Primary Market Defendants owed a duty of care to ensure that the Prospectuses 

and/or the Offering Memoranda they issued, or authorized to be issued, or in respect of which 

they acted as an underwriter, initial purchaser or dealer manager, made full, true and plain 

disclosure of all material facts relating to the Securities offered thereby, or to ensure that their 

opinions or reports contained in such Prospectuses and Offering Memoranda did not contain a. 

misrepresentation. 

248. At all times material to the matters complained of herein, the Primary Market Defendants 

ought . to have known that such Prospectuses or Offering Memoranda and the documents · 

incorporated therein by reference were materially misleading in that they contained the 

Representation and the other misrepresentations particularized above. 

249. Chan, Poon, Horsley, Wang, Martin, Mak, Murray and Hyde were senior officers and/or 

directors at the time the Offerings to which the Prospectuses related. These Prospectuses were 

created for the purposes of obtaining financing for Sino's operations. Chan, Horsley, Martin and 

Hyde signed each of the Prospectuses and certified that they made full, true and plain disclosure 

of all material facts relating to the shares offered. Wang, Mak and Murray were directors during 

one or more of these Offerings and each had a statutory obligation to manage or supervise the 

management of the business and affairs of Sino. Poon was a director for the June 2007 share 

Offering and was president of Sino at the time of the June 2009 and December 2009 Offering . 
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Poon, along with Chan, co-founded Sino and has been the president since 1994. He is intimately 

aware of Sino's business and affairs. 

250. The Underwriters acted as underwriters, initial purchasers or dealer managers for the 

Offerings to which the Prospectuses and Offering Memoranda related. They had an obligation to 

conduct due diligence in respect of those Offerings and ensure that those Securities were offering 

at a price that reflected their true value or that such distributions did not proceed if inappropriate. 

In addition, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD 

signed one or more of the Prospectuses and certified that to the best of their knowledge, 

information and belief, the Prospectuses constituted full, true and plain disclosure of all material 

facts relating to the shares offered. 

251. E&Y and BDO acted as Sino's auditors and had a duty to maintain or to ensure that Sino 

maintained appropriate internal controls to ensure that Sino's disclosure documents adequately 

and fairly presented the business and affairs of Sino on a timely basis. 

252. Poyry had a duty to ensure that its opinions and reports reflected the true nature and value 

of Sino's assets. Poyry, at the time it produced each of the 2008 Valuations, 2009 Valuations, 

and 2010 Valuations, specifically consented to the inclusion of those valuations or a summary at 

any time that Sino or its subsidiaries filed any documents on SEDAR or issued any documents 

pursuant to which any securities of Sino or any subsidiary were offered for sale. 

253. The Primary Market Defendants have violated their duties to those Class Members who 

purchased Sino's Securities in the distributions to which a Prospectus or an Offering 

Memorandum related. 
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254. The reasonable standard of care expected in the circumstances required the Primary 

Market Defendants to prevent the distributions to which the Prospectuses or the Offering 

Memoranda related from occurring prior to the correction of the Representation and the other 

misrepresentations alleged above to have been contained in the Prospectuses or the Offering 

Memoranda, or in the documents incorporated therein by reference. Those Defendants failed to 

meet the standard of care required by causing the Offerings to occur before the correction of such 

misrepresentations. 

255. In addition, by failing to attend and participate in Sino board and board committee 

meetings to a reasonable degree, Murray and Poon effectively abdicated their duties to the Class 

Members and as directors of Sino. 

256. Sino, E&Y, BDO and the Individual Defendants further breached their duty of care as 

they failed to maintain or to ensure that Sino maintained appropriate internal controls to ensure 

that Sino's disclosure documents adequately and fairly presented the business and affairs of Sino 

on a timely basis. 

257. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Prospectuses related, then securities regulators 

likely would not have issued a receipt for any of the Prospectuses, and those distributions would 

not have occurred, or would have occurred at prices that reflected the true value of Sino's shares. 

258. Had the Primary. Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Offering Memoranda related, then those 

distributions would not have occurred, or would have occurred at prices that reflected the true 

value of Sino's notes. 

1 7 5 
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259. The Primary Market Defendants' negligence in relation to the Prospectuses and the 

Offering Memoranda resulted in damage to Labourers, Grant and Wong, and to the other Class 

Members who purchased Sino's Securities in the related distributions. Had those Defendants 

satisfied their duty of care to such Class Members,. then those Class Members would not have 

purchased the Securities that they acquired under the Prospectuses or the Offering Memoranda, 

or they would have purchased them at a much lower price that reflected their true value. 

(v) Unjust Enrichment of Chan, Martin, Poon, Horsley, Mak and Murray 

260. As a result of the Representation and the other misrepresentations particularized above, 

Sino's shares traded, and were sold by Chan, Martin, Poon, Horsley, Male and Murray, at 

artificially inflated prices during the Class Period. 

261. Chan, Martin, Poon, Horsley, Mak and Murray were enriched by their wrongful acts and 

omissions during the Class Period, and the Class Members who purchased Sino shares from such 

Defendants suffered a corresponding deprivation. 

262. There was no juristic reason for the resulting enrichment of Chan, Martin, Poon, Horsley, 

Mak and Murray. 

263. The Class Members who purchased Sino shares from Chan, Martin, Poon, Horsley, Mak 

and Murray during the Class Period are entitled to the difference between the price they paid to 

such Defendants for such shares, and the price that they would have paid had the Defendants not 

made the Representation and the other misrepresentations particularized above, and had not 

committed the wrongful acts and omissions particularized above. 

176 

I' 
I 
I· 
I 
I 
I 
I 
I 
I 
·a 
~I 

:I 
I 
·I 
,I' 
,I 
I· 
I. 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
. , 
.I' 
I 
I 
I. 
I 

I 
I 
I 

ill 

9 41 

(vi) Unjust Enrichment of Sino 

264. 1broughout the Class Period, Sino made the Offerings. Such Offerings were.made via 

various documents, particularized above, that contained the Representation and the 

misrepresentations particularized above. 

265. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the others misrepresentations particularized above. 

266. Sino was enriched by, and those Class Members who purchased the Securities via the 

Offerings were deprived of, an amount equivalent to the difference between the amount for 

which the Securities offered were actually sold, and the amount for which such securities would 

have been sold had the Offerings not included the Representation and the misrepresentations 

particularized above . 

267. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of Sino. 

(vi) Unjust Enrichment of the Underwriters 

268. 1broughout the Class Period, Sino made the Offerings. Such Offerings were made via 

the Prospectuses and the Offering Memoranda, which contained the Representation and the other 

misrepresentations particularized above. Each of the Underwriters underwrote one or more of 

the Offerings. 

269. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the other misrepresentations particularized above. The 

Underwriters earned fees from the Class, whether directly or indirectly, for work that they never 

177 
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I 
performed, or that they performed with gross negligence, in connection with the Offerings, or 

some of them. I 
270. The Underwriters were enriched by, and those Class Members who purchased securities 

via the Offerings were deprived of, an amount equivalent to the fees the Underwriters earned in I 
connection with the Offerings. I 
271. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such I 
Offerings were made. There was no juristic reason for the enrichment of the Underwriters. :I 
272. In addition, some or all of the Underwriters also acted as brokers in secondary market 

transactions relating to Sino securities, and earned trading commissions from the Class Members /,1· 
in those secondary market transactions in Sino's Securities. Those Underwriters were enriched 

by, and those Class Members who purchased Sino securities through those Underwriters in their I 
capacity as brokers were deprived of, an amount equivalent to the commissions the Underwriters ~I 
earned on such secondary market trades. 

273. Had those Underwriters who also acted as brokers in secondary market transactions I 
exercised reasonable diligence in connection with the Offerings in which they acted as 

Underwriters, then Sino's securities likely would not have traded at all in the secondary market, I 
and the Underwriters would not have been paid the aforesaid trading commissions by the Class .1. 
Members. There was no juristic reason for that enrichment of those Underwriters through their 

receipt of trading commissions from the Class Members. I 
(vii) Oppression 

. . 
274. The Plaintiffs and the other Class Members had a reasonable and legitimate expectation I 
that Sino and the Individual Defendants would use their powers to direct the company for Sino's ,I· 

I. 
I 



1: 
I 
I 
I 
I 
I 
II 

I 
I 
,I 
I 
I 
II 

I 
I 
I 
I. 
I 
I 

113 

best interests and, in tum, in the interests of its security holders. More specifically, the Plaintiffs 

and the other Class Members had a reasonable expectation that: 

(a) Sino and the Individual Defendants would comply with GAAP, and/or cause Sino 

to comply with GAAP; 

(b) Sino and the Individual Defendants would take reasonable steps to ensure that the 

Class Members were made aware on a timely basis of material developments in 

Sino's business and affairs; 

(c) Sino and the Individual Defendants would implement adequate corporate 

governance procedures and internal controls to ensure that Sino disclosed material 

facts and material changes in the company's business and affairs on a timely 

basis; 

(d) Sino and the Individual Defendants would not make the misrepresentations 

particularized above; 

(e) Sino stock options would not be backdated or otherwise mispriced; and 

(f) the Individual Defendants would adhere to the Code. 

275. Such reasonable expectations were not met as: 

(a) Sino did not comply with GAAP; 

(b) the Class Members were not made aware on a timely basis of material 

developments in Sino's business and affairs; 

(c) Sino's corporate governance procedures and internal controls were inadequate; 

(d) the misrepresentations particularized above were made; 

(e) stock options were backdated and/or otherwise mispriced; and 

(t) the Individual Defendants did not adhere to the Code. 

179 
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276. Sino's and the Individual Defendants' conduct was oppressive and unfairly prejudicial to 

the Plaintiffs and the other Class Members and unfairly disregarded their interests. These 

defendants were charged with the operation of Sino for the benefit of all of its shareholders. 

The value of the shareholders' investments was based on, among other things: 

(a) the profitability of Sino; 

(b) 

(c) 

(d) 

(e) 

the integrity of Sino's management and its ability to run the company in the 

interests of all shareholders; 

Sino's compliance with its disclosure obligations; 

Sino's ongoing representation that its corporate governance procedures met with 

reasonable standards, and that the business of the company was subjected to 

reasonable scrutiny; and 

Sino's ongoing representation that its affairs and financial reporting were being 

conducted in accordance with GAAP. 

277. This oppressive conduct impaired the ability of the Plaintiffs and other Class Members to 

make informed investment decisions about Sino's securities. But for that conduct, the Plaintiffs 

and the other Class Members would not have suffered the damages alleged herein. 

(viii) Conspiracy 

278. Sino, Chan, Poon and Horsley conspired with each other and with persons unknown 

(collectively, the "Conspirators") to inflate the price of Sino's securities. During the Class 

Period, the Conspirators unlawfully, maliciously and lacking bona fides, agreed together to, 

among other things, make the Representation and other misrepresentations particularized above, 

and to profit from such misrepresentations by, among other things, issuing stock options in 

respect of which the strike price was impermissibly low. 
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279. The Conspirators' predominant purposes in so conspiring were to: 

(a) inflate the price of Sino's securities, or alternatively, maintain an artificially high 

trading price for Sino's securities; 

(b) artificially increase the value of the securities they held; and 

(c) inflate the portion of their compensation that was dependent in whole or in part 

upon the performance of Sino and its securities. 

280. In furtherance of the conspiracy, the following are some, but not all, of the acts carried 

out or caused to be carried out by the Conspirators: 

(a) they agreed to, and did, make the Representation, which they knew was false; 

(b) they agreed to, and did, make the other misrepresentations particularized above, 

which they knew were false; 

(c) they caused Sino to issue the Impugned Documents which they knew to be 

materially misleading; 

(d) as alleged more particularly below, they caused to be issued· stock ·options in 

respect of which the strike price was impermissibly low; and 

(e) they authorized the sale of securities pursuant to Prospectuses and Offering 

Memoranda that they knew to be materially false and misleading. 

281. Stock options are a form of compensation used by companies to incentivize the 

performance of directors, officers and employees. Options are granted on a certain date {the 

'grant date') at a certain price (the 'exercise' or 'strike' price). At some point in the future, 

typically following a vesting period, an options-holder may, by paying the strike price, exercise 

the option and convert the option into a share in the company. The option-holder will make 

money as long as the option's strike price is lower than the market price of the security at the 

1 81 
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moment that the option is exercised. This enhances the incentive of the option recipient to work 

to raise the stock price of the company. 

282. There are three types of option grants: 

(a) 'in-the-money' grants are options granted where the strike price is lower than the 

market price of the security on the date of the grant; such options are not 

permissible under the TSX Rules and have been prohibited by the TSX Rules at 

all material times; 

(b) 'at-the-money' grants are options granted where the strike price is equal to the 

market price of the security on the date of the grant or the closing price the day 

prior to the grant; and 

(c) 'out-of-the-money' grants are options granted where the strike price is higher than 

the market price of the security on the date of the grant. 

283. Both at-the-money and out-of-the-money options are permissible under the TSX Rules 

and have been at all material times. 

284. The purpose of both at-the-money and out-of-the-money options is to create incentives 

for option recipients to work to raise the share price of the company. Such options have limited 

value at the time of the grant, because they entitle the recipient to acquire the company's shares 

at or above the price at which the recipient could acquire the company's shares in the open 

market. Options that are in-the-money, however, have substantial value at the time of the grant 

irrespective of whether the company's stock price rises subsequent to the grant date. 

285. At all material times, the Sino Option Plan (the "Plan") prohibited in-the-money options. 

286. The Conspirators backdated and/or otherwise mispriced Sino stock options, or caused the 

backdating and/or mispricing of Sino stock options, in violation of, inter alia: (a) the OSA and the 

rules and regulations promulgated thereunder; (b) the Plan; (c) GAAP; (d) the Code; (e) the TSX 
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Rules; and (f) the Conspirators' statutory, common law and contractual fiduciary duties and 

duties of care to Sino and its shareholders, including the Class Members. 

287. The Sino stock options that were backdated or otherwise mispriced included those issued 

on June 26, 1996 to Chan, January 21, 2005 to Horsley, September 14, 2005 to Horsley, June 4, 

2007 to Horsley . and Chan, August 21, 2007 to Sino insiders other than the Conspirators, 

November 23, 2007 to George Ho and other Sino insiders, and March 31, 2009 to Sino insiders 

other than the Conspirators. 

288. The graph below shows the average stock price returns for fifteen trading days prior and 

subsequent to the dates as of which Sino priced its stock options to its insiders. As appears 

therefrom, on average the dates as of which Sino's stock options were priced were preceded by a 

substantial decline in Sino's stock price, and were followed by a dramatic increase in Sino's 

stock price. This pattern could not plausibly be the result of chance. 
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289. The conspiracy was unlawful because the Conspirators knowingly and intentionally 

committed the foregoing acts when they knew such conduct was in violation of, inter alia, the 

OSA, the Securities Legislation other than the OSA, the Code, the rules and requirements of the 

TSX (the "TSX Rules") and the CBCA. The Conspirators intended to, and did, harm the Class 

by causing artificial inflation in the price of Sino's securities. 

290. The Conspirators directed the conspiracy toward the Plaintiffs and the other Class 

Members. The Conspirators knew in the circumstances that the conspiracy would, and did, 

cause loss to the Plaintiffs and the other Class Members. The Plaintiffs and the Class Members 

suffered damages when the falsity of the Representation and other misrepresentations were 

revealed on June 2, 2011. 

XII. THE RELATIONSIDP BETWEEN SINO'S DISCLOSURES 
AND THE PRICE OF SINO'S SECURITIES 

291. The price of Sino's securities was directly affected during the Class Period by the 

issuance of the Impugned Documents. The Defendants were aware at all material times of the 

effect of Sino's disclosure documents upon the price of its Sino's securities. 

292. The Impugned Docwnents were filed, among other places, with SEDAR and the TSX, 

and thereby became immediately available to, and were reproduced for inspection by, the Class 

Members, other members of the investing public, financial analysts and the fmancial press. 

293. Sino routinely transmitted the documents referred to above to the financial press, 

financial analysts and certain prospective and actual holders of Sino securities. Sino provided 

either copies of the above referenced docwnents or links thereto on its website. 
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294. Sino regularly communicated with the public investors and financial analysts via 

established market commuitication mechanisms, including through regular disseminations of 

their disclosure documents, including press releases on newswire services in Canada, the United 

States and elsewhere. Each time Sino communicated that new material information about Sino 

fmancial results to the public the price of Sino securities was directly affected. 

295. Sino was the subject of analysts' reports that incorporated certain of the material 

information contained in the Impugned Documents, with the effect that any recommendations to 

purchase Sino securities in such reports during the Class Period were based, in whole or in part, 

upon that information. 

296. Sino's securities were and are traded, among other places, on the TSX, which is an 

efficient and automated market. The price at which Sino's securities traded promptly 

incorporated material infonnation from Sino's disclosure documents about Sino's business and 

affairs, including the Representation,· which was disseminated to the public through the 

documents referred to above and distributed by Sino, as well as by other means. 

Xlll. VICARIOUS LIABILITY 

A. Sino and the Individual Defendants 

297. Sino is vicariously liable for the acts and omtsstons of the Individual Defendants 

particularized in this Claim. 

298. The acts or omissions particularized and alleged in this Claim to have been done by Sino 

were authorized, ordered and done by the Individual Defendants and other agents, employees 

and representatives of Sino, while engaged in the management, direction, control and transaction 

of the business and affairs of Sino. Such acts and omissions are, therefore, not only the acts and 

omissions of the Individual Defendants, but are also the acts and omissions of Sino. 

185 
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299. At all material times, the Individual Defendants were officers and/or directors of Sino. I 
As their acts and omissions are independently tortious, they are personally liable for same to the 

Plaintiffs and the other Class Members. I 
B. E&Y 

300. E&Y is vicariously liable for the acts and omissions of each of its officers, directors, I. 
partners, agents and employees as set out above. .I 
30 I. The acts or omissions particularized and alleged in this Claim to have been done by E& Y 

were authorized, ordered and done by its officers, directors, partners, agents and employees, I 
while engaged in the management, direction, control and transaction of the business and affairs 

of E&Y. Such acts and omissions are, therefore, not only the acts and omissions of those I 
persons, but are also the acts and omissions ofE&Y. I 
C. BDO 

302. BDO is vicariously liable for the acts and omissions of each of its officers, directors, tl 
partners, agents and employees as set out above. 

303. The acts or omissions particularized and alleged in this Claim to have been done by BDO I 
were authorized, ordered and done by its officers, directors, partners, agents and employees, .I 
while engaged in the management, direction, control and transaction of the business and affairs 

of BDO. Such acts and omissions are, therefore, not only the acts and omissions of those I 
persons, but are also the acts and omissions ofBDO. 

D. Poyry 
I· 

304. Poyry is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. I 
I 
I 
I 
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305. The acts or omissions particularized and alleged in this Claim to have been ·done by 

Poyry were authorized, ordered and done by its officers, directors, partners, agents and 

employees, while engaged in the management, direction, control and transaction of the business 

and affairs of Poyry. Such acts and omissions are, therefore, not only the acts and omissions of 

those persons, but are also the acts and omissions ofPoyry. 

E. The Underwriters 

306. The Underwriters are vicariously liable for the acts and omissions of each of their 

respective officers, directors, partners, agents and employees as set out above. 

307. The acts or omissions particularized and alleged in this Claim to have been done by the 

Underwriters were authorized, ordered and done by each of their respective officers, directors, 

partners, agents and employees, while engaged in the management, direction, control and 

transaction of· the business and affairs such Underwriters. Such acts and omissions are, 

therefore, not only the acts and omissions of those persons, but are also the acts and omissions of 

the respective Underwriters. 

XIV. REAL AND SUBSTANTIAL CONNECTION WITH ONTARIO 

308. The Plaintiffs plead that this action has a real and substantial connection with Ontario 

because, among other thing: 

(a) Sino is a reporting issuer in Ontario; 

(b) Sino's shares trade on the TSX which is located in Toronto, Ontario; 

(c) Sino's registered office and principal business office is in Mississauga, Ontario; 

(d) the Sino disclosure documents referred to herein were disseminated in and from 

Ontario; 

(e) a substantial proportion of the Class Members reside in Ontario; 
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(f) 

(g) 

122 

Sino carries on business in Ontario; and 

a substantial portion of the damages sustained by the Class were sustained by 

persons and entities domiciled in Ontario. 

XV. SERVICE OUTSIDE OF ONT ARlO 

309. The Plaintiffs may serve the Notice of Action and Statement of Claim outside of Ontario 

without leave in accordance with rule 17.02 of the Rules of Civil Procedure, because this claim 

is: 

(a) a claim in respect of personal property in Ontario (para 17.02(a)); 

(b) a claim in respect of damage sustained in Ontario (para 17 .02(h)); 

(c) a claim authorized by statute to be made against a person outside of Ontario by a 

proceeding in Ontario (para 17.02(n)); and 

(d) a claim against a person outside of Ontario who is a necessary or proper party to a 

proceeding properly brought against another person served in Ontario (para 

17.02(o)); and 

(e) a claim against a person ordinarily resident or carrying on business in Ontario 

(para 17.02(p)). 

XVI. RELEVANT LEGISLATION, PLACE OF TRIAL, JURY TRIAL AND 
HEADINGS 

310. The Plaintiffs plead and rely on the CJA, the CPA, the Securities Legislation and CECA, 

all as amended. 

311. The Plaintiffs propose that this action be tried in the City of Toronto, in the Province of 

Ontario, as a proceeding under the CPA. 
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312. The Plaintiffs will serve a jury notice. 

313. The headings contained in this Statement of Claim are for convenience only. This 

Statement of Claim is intended to be read as an integrated whole, and not as a series of unrelated 

components. 
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G Sit\o-Fo...,stCorporatio" 

Sino-Forest Announces Resignation of Director 

TORONTO, CANADA - November 4, 2011 - Sino-Forest Corporation (the "Company") (TSX:TRE) today 
announced James Bowland has resigned as a director. Mr. Bowland joined the Board in February, 201 1 
and was a member of the Independent Committee, the Audit Committee and the Compensation and 
Nominating Committee. The Company would like to thank Mr. Bowland for his contributions to the 
Company. 

About Sino-Forest Corporation 
Sino-Forest Corporation is a leading commercial forest plantation operator in China. Its principal businesses indude the ownership 
and management of tree plantations, the sale of standing timber and wood logs. and the complementary manufacturing of 
downstream engineered-wood products. Sino-Forest also holds a majority interest in Greenheart Group Umited (HKSE:00094). a 
Hong-Kong listed investment holding company with assets in Suriname (South America) and New Zealand and involved in 
sustainable harvesting, processing and sales of its logs and lumber to China and other markets around the world. Sino-Forest's 
common shares have been listed on the Toronto Stock Exchange under the symbol TRE since 1995. Learn more at 
www .sinoforest.com. 

Cautionary note: No stock exchange or regulatory authority has approved or disapproved of information contained herein. 

FOR FURTHER INFORMATION PLEASE CONTACT: 

BRUNSWICK GROUP LIMITED 
Email: sinoforest@brunswickgroup.com 
New York 
Cindy Leggett-Flynn 
Stan Neve 
Tel: +1 212 333 3810 

Hong Kong 
Tim Payne 
Joseph Lo 
Tel: +852 3512 5000 
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This is Exhibit "D" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
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BETWEEN: 

CITATION: Smith v Sino-Forest Corporation, 2012 ONSC24 
COURT FILE NO.: 11-CV-428238CP 
COURT FILE NO.: ll-CV-431153CP 

COURT FILE NO.: ll-CV-435826CP 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Douglas Smith and Zhongjun Goa 

-and-

DATE: January 6, 2012 

Plaintiffs 

Sino-Forest Corporation, Allen T.Y. Chan, James M.E. Hyde, Edmund Mak, W. 
Judson Martin, Simon Murray, Peter D.H. Wang, David J. Horsley, Ernst & 

Young LLP, BDO 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., and Maison Placements Canada Inc. 
Defendants 

Proceeding under the Class Proceedings Act, 1992 

AND BETWEEN: 

The Trustees of the Labourers' Pension Fund of Central and Eastern Canada and 
the Trustees of the International Union of Operating Engineers Local 793 Pension 

Plan for Operating Engineers in Ontario 

Plaintiffs 
-and-

Sino-Forest Corporation, Ernst & Young LLP, Allen T.Y. Chan, W. Judson 
Martin, Kai Kit Poon, David J. Horsley, William E. Ardell, Kai Kit Poon, David J. 

Horsley, 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., and Maison 
Placements Canada Inc. 

Defendants 

Proceeding under the Class Proceedings Act, 1992 
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AND BETWEEN: 

Northwest & Ethical Investments L.P., Comite Syndical National de Retraite 
Batirente Inc. 

Plaintiffs 
-and-

Sino-Forest Corporation, Allen T.Y. Chan, W. Judson Martin, Kai Kit Poon, 
David J. Horsley, Hua Chen, Wei Mao Zhao, Alfred C.T. Hung, Albert Ip, George 

Ho, Thomas M. Maradin, William E. Ardell, James M.E. Hyde, Simon Murray, 
Garry J. West, James P. Bowland, Edmund Mak, Peter Wang, Kee Y. Wong, The 

Estate of John Lawrence, Simon Yeung, Ernst & Young LLP, BOO Limited, 
Poyry Forest Industry PTE Limited, Poyry (Beijing) Consulting Company 

Limited, JP Management Consulting (Asia-Pacific) PTE Ltd., Dundee Securities 
Corporation, UBS Securities Canada Inc., Haywood Securities Inc., Credit Suisse 

Securities (Canada), Inc., TD Securities Inc., RBC Dominion Securities Inc., Scotia 
Capital Inc., CIDC World Markets Inc., Merrill Lynch Canada, Inc. Canaccord 

Financial Ltd., Maison Placements Canada Inc., Morgan Stanley & Co. 
Incorporated, Credit Suisse Securities (USA), LLC, MerriJI Lynch, Pierce, Fenner 

& Smith, Inc. 
Defendants 

Proceeding under the Class Proceedings Act, 1992 

COUNSEL: 

• J.P. Rochon, J. Archibald, and S. Tambakos for the Plaintiffs in ll-CV-
428238CP 

• K.M. Baert, J. Bida, and C.M. Wright for the Plaintiffs in ll-CV-431153CP 
• J .C. Orr, V. Paris, N. Mizobuchi, and A. Erfan for the Plaintiffs in 11-CV-

435826CP 
• M. Eizenga for the defendant Sino-Forest Corporation 
• P. Osborne and S. Roy for the defendant Ernst & Young LLP 
• E. Cole for the defendant Allen T.Y. Chan 
• J. Fabella for the defendant underwriters 

HEARING DATES: December 20 and 21,2011 

PERELL,J. 

REASONS FOR DECISION 

INTRODUCTION 

[1] This is a carriage motion under the Class Proceedings Act, 1992, S.O. 1992, c. 
6. In this particular carriage motion, four Jaw firms are rivals for the carriage of a class 
action against Sino-Forest Corporation. There are currently four proposed Ontario class 
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actions against Sino-Forest to recover losses alleged to be in the billions of dollars 
arising from the spectacular crash in value of its shares and notes. 

[2] Practically speaking, carriage motions involve two steps. First, the rival law 
firms that are seeking carriage of a class action extoll their own merits as class counsel 
and the merits of their client as the representative plaintiff. During this step, the law · 
firms explain their tactical and strategic plans for the class action, and, thus, a carriage 
motion has aspects of being a casting call or rehearsal for the certification motion. 

[3] Second, the rival law firms submit that with their talent and their litigation plan, 
their class action is the better way to serve the best interests of the class members, and, 
thus, the court should choose their action as the one to go forward. No doubt to the 
delight of the defendants and the defendants' lawyers, which have a watching brief, the 
second step also involves the rivals hardheartedly and toughly reviewing and criticizing 
each other's work and pointing out flaws, disadvantages, and weaknesses in their rivals' 
plans for suing the defendants. 

[4] The law firms seeking carriage are: Rochon Genova LLP; Koskie Minsky LLP; 
Siskinds LLP; and Kim Orr Barristers P.C., all competent, experienced, and veteran 
class action law firms. 

[5] For the purposes of deciding the carriage motions, I will assume that all of the 
rivals have delivered their Statements of Claim as they propose to amend them. 

[6] Koskie Minsky and Siskinds propose to act as co-counsel and to consolidate two 
of the actions. Thus, the competition for carriage is between three proposed class 
actions; namely: 

• Smith v. Sino-Forest Corp. ( 11-CV -428238CP) ("Smith v. Sino-Forest") with 
Rochon Genova as Class Counsel 

• The Trustees of Labourers' Pension Fund of Central and Eastern Canada v. 
Sino-Forest Corp. (ll-CV-43ll53CP) ("Labourers v. Sino-Foresf') with 
Koskie Minsky and Siskinds as Class Counsel (This action would be 
consolidated with "Grant. v. Sino- Forest" (CV-ll-439400-00CP) 

• Northwest & Ethical Investments L.P. v. Sino-Forest Corp. (11-CV-435826CP) 
("Northwest v. Sino-Foresf') with Kim Orr as Class Counsel. 

[7) It has been a very difficult decision to reach, but for the reasons that follow, I 
stay Smith v. Sino-Forest and Northwest v. Sino-Forest, and I grant carriage to Koskie 
Minsky and Siskinds in Labourers v. Sino-Forest. 

[8] I also grant leave to the plaintiffs in Labourers v. Sino-Forest to deliver a Fresh 
as Amended Statement of Claim, which may include the joinder of the plaintiffs and the 
causes of action set out in Grant v. Sino-Forest, Smith v. Sino-Forest, and Northwest v. 
Sino-Forest, as the plaintiffs may be advised. 

[9] This order is without prejudice to the rights of the Defendants to challenge the 
Fresh as Amended Statement of Claim as they may be advised. In any event, nothing in 
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these reasons is intended to make findings of fact or law binding on the Defendants or to 
be a pre-determination of the certification motion. 

B. METHODOLOGY 

[ 1 0] To explain my reasons, first, I will describe the jurisprudence about carriage 
motions. Second, I will describe the evidentiary record for the carriage motions. Third, I 
will describe the factual background to the claims against Sino-Forest, which is the 
principal but not the only target of the various class actions. Fourth, deferring my 
ultimate conclusions, I will analyze the rival actions that are competing for carriage 
under twelve headings and describe the positions and competing arguments of the law 
firms competing for carriage. Fifth, I will culminate the analysis of the competing 
actions by explaining the carriage order decision. Sixth and finally, I will finish with a 
concluding section. 

(11] Thus, the organization of these Reasons for Decision is as follows: 

• Introduction 
• Methodology 
• Carriage Orders Jurisprudence 
• Evidentiary Background 
• Factual Background to the Claims against Sino-Forest 
• Analysis of the Competing Class Actions 

o The Attributes of Class Counsel 
o Retainer, Legal and Forensic Resources, and Investigations 
o Proposed Representative Plaintiffs 
o Funding 
o Conflicts of Interest 
o Definition of Class Membership 
o Definition of Class Period 
o Theory of the Case against the Defendants 
o Joinder of Defendants 
o Causes of Action 
o The Plaintiff and the Defendant Correlation 
o Prospects of Certification 

• Carriage Order 
o Introduction 
o Neutral or Non-Determinative Factors 
o Determinative Factors 

• Conclusion 

CARRIAGE ORDERS JURISPRUDENCE 

[12] There should not be two or more class actions that proceed in respect of the 
same putative class asserting the same cause(s) of action, and one action must be 
selected: Vitapharm Canada Ltd. v. F. Roffman-Laroche Ltd., [2000] OJ. No. 4594 
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(S.C.J.) at para. 14. See also Vitapharm Canada Ltd v. F. Hoffmann-La Roche Ltd., 
[2001] O.J. No. 3682 (S.C.J.), aff'd [2002] O.J. No. 2010 (C.A.). When counsel have 
not agreed to consolidate and coordinate their actions, the court will usually select one 
and stay all other actions: Lau v. Bayview Landmark, [2004] O.J. No. 2788 (S.C.J.) at 
para. 19. 

[13] Where two or more class proce~dings are brought with respect to the same 
subject matter, a proposed representative plaintiff in one action may bring a carriage 
motion to stay all other present or future class proceedings relating to the same subject 
matter: Setterington v. Merck Frosst Canada Ltd, [2006] O.J. No. 376 (S.C.J.) at paras. 
9-11; Ricardo v. Air Transat A.T Inc., [2002] O.J. No. 1090 (S.C.J.), leave to appeal 
dismissed [2002] O.J. No. 2122 (S.C.J.). 

[14] The Class Proceedings Act, 1992, confers upon the court a broad discretion to 
manage the proceedings. Section 13 of the Act authorizes the court to "stay any 
proceeding related to the class proceeding," and s. 12 authorizes the court to "make any 
order it considers appropriate respecting the conduct of a class proceeding to ensure its 
fair and expeditious determination." Section 138 of the Courts of Justice Act, R.S.O. 
1990, c. 43 directs that "as far as possible, multiplicity of legal proceedings shall be 
avoided." See: Setterington v. Merck Frosst Canada Ltd., supra, at paras. 9-11. 

[ 15] The court also has its normal jurisdiction under the Rules of Civil Procedure. 
Section 35 of the Class Proceedings Act, 1992, provides that the rules of court apply to 
class proceedings. Among the rules that are available is Rule 6, the rule that empowers 
the court to consolidate two or more proceedings or to order that they be heard together. 

[16] In determining carriage of a class proceeding, the court's objective is to make 
the selection that is in the best interests of class members, while at the same time being 
fair to the defendants and being consistent with the objectives of the Class Proceedings 
Act, 1992: Vitapharm Canada Ltd v. F. Hoffman-La Roche Ltd, [2000] O.J. No. 4594 
(S.C.J.) at para. 48; Setterington v. Merck Frosst Canada Ltd., supra, at para. 13 
(S.C.J.); Sharma v. Timminco Ltd (2009), 99 O.R. (3d) 260 (S.C.J.) at para. 14. The 
objectives of a class proceeding are access to justice, behaviour modification, and 
judicial economy for the parties and for the administration of justice. 

[17] Courts generally consider seven non-exhaustive factors in determining which 
action should proceed: (I) the nature and scope ofthe causes of action advanced; (2) the 
theories advanced by counsel as being supportive of the claims advanced; (3) the state 
of each class action, including preparation; (4) the number, size and extent of 
involvement of the proposed representative plaintiffs; (5) the relative priority of the 
commencement of the class actions; (6) the resources and experience of counsel; and (7) 
the presence of any conflicts of interest: Sharma v. Timminco Ltd, supra at para. 17. 

[18] In these reasons, I will examine the above factors under somewhat differently
named headings and in a different order and combination. And, I will add several more 
factors that the parties made relevant to the circumstances of the competing actions in 
the cases at bar, including: (a) funding; (b) definition of class membership; (c) definition 
of class period; (d) joinder of defendants; (e) the plaintiff and defendant correlation; 
and, (f) prospects of certification. 
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[19] In addition to identifYing relevant factors, the carriage motion jurisprudence 
provides guidance about how the court should determine carriage. Although the 
determination· of a carriage motion will decide which counsel will represent the 
plaintiff, the task of the court is not to choose between different counsel according to 
their relative resources and expertise; rather, it is to determine which of the competing 
actions is more, or most, likely to advance the interests of the class: Tiboni v. Merck 
Frosst Canada Ltd, [2008] O.J. No. 2996 (S.C.J.), sub. nom Mignacca v. Merck Frosst 
Canada Ltd, leave to appeal granted (2008) O.J. No. 4731 (S.C.J.), afPd [2009] O.J. 
No. 821 (Div. Ct.), application for leave to appeal to C.A. refd May 15, 2009, 
application for leave to appeal to S.C.C. refd [2009] S.C.C.A. No. 261. 

[20] On a carriage motion, it is inappropriate for the court to embark upon an analysis 
as to which claim is most likely to succeed unless one is "fanciful or frivolous": 
Setterington v. Merck Frosst Canada Ltd, supra, at para. 19. 

[21] In analysing whether the prohibition against a multiplicity of proceedings would 
be offended, it is not necessary that the multiple proceedings be identical or mirror each 
other in every respect; rather, the court will look at the essence of the proceedings and 
their similarities: Setterington v. Merck Frosst Canada Ltd, supra, at para. 11. 

[22] Where there is a competition for carriage of a class proceeding, the circumstance 
that one competitor joins more defendants is not determinative; rather, what is important 
is the rationale for the joinder and whether or not it is advantageous for the class to join 
the additional defendants: Joel v Menu Foods Gen-Par Limited, [2007] B.C.J. No. 2159 
(B.C.S.C.); Genier v. CCI Capital Canada Ltd., [2005] O.J. No. 1135 (S.C.J.); 
Setterington v. Merck Frosst Canada Ltd., supra. 

[23] In determining which firm should be granted carriage of a class action, the court 
may consider whether there is any potential conflict of interest if carriage is given to 
one counsel as opposed to others: Joel v. Menu Foods Gen-Par Limited, supra at para. 
16; Vitapharm Canada Ltd. v. F. Ho.ffman-Laroche Ltd, [2000] O.J. No. 4594 (S.C.J.) 
and [2001] O.J. No. 3673 (S.C.J.). 

D. EVIDENTIARY BACKGROUND 

Smith v. Sino-Forest 

[24] In support of its carriage motion in Smith v. Sino-Forest, Rochon Genova 
delivered affidavits from: 

• Ken Froese, who is Senior Managing Director of Froese Forensic Partners Ltd., 
a forensic accounting firm 

• Vincent Genova, who is the managing partner of Rochon Genova 

• Douglas Smith, the proposed representative plaintiff 

Labourers v. Sino-Forest 

[25] In support of their carriage motion in Labourers v. Sino-Forest, Koskie Minsky 
and Siskinds delivered affidavits from: 

1 99 

::::i 
c: 
m 
~ 
"<t 
N 
(.) 
(f) 

z 
0 
N 
.--
0 
N 



7 

• Dimitri Lascaris, who is a partner at Siskinds and the leader of its class action 
team 

• Michael Gallagher, who is the Chair of the Board of Trustees of Operating 
Engineers Local 793 Pension Plan for Operating Engineers in Ontario 
("Operating Engineers Fund"), a proposed representative plaintiff 

• David Grant, a proposed representative plaintiff 

• Richard Grottheim, who is the Chief Executive Officer of Sjunde AP-Fonden, a 
proposed representative plaintiff 

• Joseph Mancinelli, who is the Chair of the Board of Trustees of The Trustees of 
the Labourers' Pension Fund of Central and Eastern Canada ("Labourers' 
Fund"), a proposed representative plaintiff. He also holds senior positions with 
the Labourers International Union of North America, which has more than 
80,000 members in Canada 

• Ronald Queck, who is Director of Investments of the Healthcare Employee 
Benefits Plans of Manitoba ("Healthcare Manitoba"), which would be a 
prominent class member in the proposed class action 

• Frank Torchia, who is a chartered financial analyst and an expert in finance and 
economics who was retained to opine, among other things, about the damages 
suffered under various proposed class periods by Sino-Forest shareholders and 
noteholders under s. 138.5 of the Ontario Securities Act 

• Robert Wong, who is a proposed representative plaintiff 

• Mark Zigler, who is the managing partner of Koskie Minsky 

Northwest v. Sino-Forest 

[26] In support of its carriage motion in Northwest v. Sino-Forest, Kim Orr delivered 
affidavits from: 

• Megan B. McPhee, a principal of the firm 

• John Mountain, who is the Senior Vice President, Legal and Human Resources, 
the Chief Compliance Officer and Corporate Secretary of Northwest Ethical 
Investments L.P. ("Northwest"), a proposed representative plaintiff 

• Zachary Nye, a financial economist who was retained to respond to Mr. 
Torchia's opinion 

• Daniel Simard, who is General Co-Ordinator and a non-voting ex-officio 
member of the Board of Directors and Committees of Comite syndical national 
de retraite Batirente inc. ("Batirente"), a proposed representative plaintiff 

• Michael C. Spencer, a lawyer qualified to practice in New York, California, and 
Ontario, who is counsel to Kim Orr and a partner and member of the executive 
committee at the American law firm of Milberg LLP 
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• Brian Thomson, who is Vice-President, Equity Investments for British Columbia 
Investment Management Corporation ("BC Investment"), a proposed 
representative plaintiff 

E. FACTUAL BACKGROUND TO THE CLAIMS AGAINST SINO-FOREST 

[27] The following factual background is largely an amalgam made from the 
unproven allegations in the Statements of Claim in the three proposed class actions and 
unproven allegations in the motion material delivered by the parties. 

[28] The Defendant, Sino-Forest is a Canadian public company incorporated under 
the Canada Business Corporations Act, R.S.C., 1985, c. C-44 with its registered office 
in Mississauga, Ontario, and its head office in Hong Kong. Its shares have traded on the 
Toronto Stock Exchange ("TSX") since 1995. It is a forestry plantation company with 
operations centered in the People's Republic of China. Its trading of securities is subject 
to the regulation of the Ontario Securities Act, R.S.O. 1990, c. S.5, under which it is a 
"reporting issuer" subject to the continuous disclosure provisions of Part XVIII of the 
Act and a "responsible issue" subject to civil liability for secondary market 
misrepresentation under Part XXIII. I of the Act. 

[29] The Defendant, Ernst & Young LLP ("E&Y") has been Sino-Forest's auditor 
from 1994 to date, except for 1999, when the now-defunct Arthur Andersen LLP did the 
audit, and 2005 and 2006, when the predecessor of what is now the Defendant, BOO 
Limited ("BDO") was Sino-Forest's auditor. BDO is the Hong Kong member of BDO 
International Ltd., a global accounting and audit firm. 

[30] E&Y and BDO are "experts" within the meaning of s. 138.1 of the Ontario 
Securities Act. 

[31] From 1996 to 2010, in its financial statements, Sino-Forest reported only profits, 
and it appeared to be an enormously successful enterprise that substantially 
outperformed its competitors in the forestry industry. Sino-Forest's 2010 Annual Report 
issued in May 2011 reported that Sino-Forest had net income of$395 million and assets 
of $5.7 billion. Its year-end market capitalization was $5.7 billion with approximately 
246 million common shares outstanding. 

[32] It is alleged that Sino-Forest and its auditors E&Y and BOO repeatedly 
misrepresented that Sino-Forest's financial statements complied with GAAP ("generally 
accepted accounting principles"). 

[33] It is alleged that Sino-Forest and its officers and directors made other 
misrepresentations about the assets, liabilities, and performance of Sino-Forest in 
various filings required under the Ontario Securities Act. It is alleged that these 
misrepresentations appeared in the documents used for the offerings of shares and bonds 
in the primary market and again in what are known as Core Documents-under securities 
legislation, which documents are available to provide information to purchasers of 
shares and bonds in the secondary market. It is also alleged that misrepresentations were 
made in oral statements and in Non-Core Documents. 
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[34] The Defendant, Allen T.Y. Chan was Sino-Forest's co-founder, its CEO, and a 
director until August 20 I I. He resides in Hong Kong. 

[35] The Defendant, Kai Kit Poon, was Sino-Forest's co-founder, a director from 
1994 until2009, and Sino-Forest's President. He resides in Hong Kong. 

[36] The Defendant, David J. Horsley was a Sino-Forest director (from 2004 to 2006) 
and was its CFO. He resides in Ontario. 

[3 7] The Defendants, William E. Ardell (resident of Ontario, director since 20 I 0), 
James P. Bowland (resident of Ontario, director since 2011), James M.E. Hyde (resident 
of Ontario, director since 2004), John Lawrence (resident of Ontario, deceased, director 
I997 to 2006), Edmund Mak (resident of British Columbia, director since 1994 ), W. 
Judson Martin (resident of Hong Kong, director since 2006, CEO since August 20 I I), 
Simon Murray (resident of Hong Kong, director since I999), Peter Wang (resident of 
Hong Kong, director since 2007) and Garry J. West (resident of Ontario, director since 
2011) were members of Sino-Forest's Board ofDirectors. 

(38] The Defendants, Hua Chen (resident of Ontario), George Ho (resident of China), 
Alfred C.T. Hung (resident of China), Alfred lp (resident of China), Thomas M. 
Maradin (resident of Ontario), Simon Yeung (resident of China) and Wei Mao Zhao 
(resident of Ontario) are vice presidents of Sino-Forest. The defendant Kee Y. Wong 
was CFO from 1999 to 2005. 

[39] Sino-Forest's forestry assets were valued by the Defendant, Poyry (Beijing) 
Consulting Company Limited, ("Poyry"), a consulting firm based in Shanghai, China. 
Associated with Poyry are the Defendants, Poyry Forest Industry PTE Limited ("Poyry
Forest") and JP Management Consulting (Asia-Pacific) PTE Ltd. ("JP Management"). 
Each Poyry Defendant is an expert as defined by s. I38.I ofthe Ontario Securities Act. 

(40] Poyry prepared technical reports dated March 8, 2006, March 15, 2007, March 
14, 2008, April I, 2009, and April 23, 2010 that were filed with SEDAR (the System of 
Electronic Document Analysis and Retrieval) and made available on Sino-Forest's 
website. The reports contained a disclaimer and a limited liability exculpatory provision 
purporting to protect Poyry from liability. 

[ 4I] In China, the state owns the forests, but the Chinese government grants forestry 
rights to local farmers, who may sell their lumber rights to forestry companies, like 
Sino-Forest. Under Chinese law, Sino-Forest was obliged to maintain a 1:1 ratio 
between lands for forest harvesting and lands for forest replantation. 

[42] Sino-Forest's business model involved numerous subsidiaries and the use of 
authorized intermediaries or "Als" to assemble forestry rights from local farmers. Sino
Forest also used authorized intermediaries to purchase forestry products. There were 
numerous Als, and by 2010, Sino-Forest had over 150 subsidiaries, 58 of which were 
formed in the British Virgin Islands and at least 40 of which were incorporated in 
China. 
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[43] It is alleged that from at least March 2003, Sino-Forest used its business model 
and non-ann's length Als to falsify revenues and to facilitate the misappropriation of 
Sino-Forest's assets. 

[44] It is alleged that from at least March 2004, Sino-Forest made false statements 
about the nature of its business, assets, revenue, profitability, future prospects, and 
compliance with the laws of Canada and China. It is alleged that Sino-Forest and other 
Defendants misrepresented that Sino-Forest's financial statements complied with GAPP 
("generally accepted accounting principles"). It is alleged that Sino-Forest 
misrepresented that it was an honest and reputable corporate citizen. It is alleged that 
Sino-Forest misrepresented and greatly exaggerated the nature and extent of its forestry 
rights and its compliance with Chinese forestry regulations. It is alleged that Sino-Forest 
inflated its revenue, had questionable accounting practices, and failed to pay a 
substantial VAT liability. It is alleged that Sino-Forest and other Defendants 
misrepresented the role of the Als and greatly understated the risks of Sino-Forest 
utilizing them. It is alleged that Sino-Forest materially understated the tax-related risks 
from the use of Ais in China, where tax evasion penalties are severe and potentially 
devastating. 

[45] Starting in 2004, Sino-Forest began a program of debt and equity financing. It 
amassed over $2.1 billion from note offerings and over $906 million from share issues. 

[46] On May 17, 2004, Sino-Forest filed its Annual Information Form for the 2003 
year. It is alleged in Smith v. Sino-Forest that the 2003 AIF contains the first 
misrepresentation in respect of the nature and role of the authorized intermediaries, 
which allegedly played a foundational role in the misappropriation of Sino-Forest's 
assets. 

[47] In August 2004, Sino-Forest issued an offering memorandum for the distribution 
of 9.125% guaranteed senior notes ($300 million (U.S.)). The Defendant, Morgan 
Stanley & Co. Incorporated ("Morgan") was a note distributor that managed the note 
offering in 2004 and purchased and resold notes. 

[48] Under the Sino-Forest note instruments, in the event of default, the trustee may 
sue to collect payment of the notes. A noteholder, however, may not pursue any remedy 
with respect to the notes unless, among other things, written notice is given to the 
trustee by holders of 25% of the outstanding principal asking the trustee to pursue the 
remedy and the trustee does not comply with the request. The notes provide that no 
noteholder shall obtain a preference or priority over another noteholder. The notes -
contain a waiver and release of Sino-Forest's directors, officers, and shareholders from 
all liability "for the payment of the principal of, or interest on, or other amounts in 
respect of the notes or for any claim based thereon or otherwise in respect thereof." The 
notes are all governed by New York law and include non-exclusive attornment clauses 
to the jurisdiction of New York State and United States federal courts. -

[49] On March 19, 2007, Sino-Forest announced its 2006 financial results. The 
appearance of positive results caused a substantial increase in its share price which 
moved from $10.10 per share to $13.42 per share ten days later, a 33% increase. 
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[50] In May 2007, Sino-Forest filed a Management Information Circular that 
represented that it maintained a high standard of corporate governance. It indicated that 
its Board of Directors made compliance with high governance standards a top priority. 

[51] In June 2007, Sino-Forest made a share prospectus offering of 15.9 million 
common shares at $12.6 5 per share ($20 I million offering). Chan, Horsley, Martin, 
and Hyde signed the prospectus. The underwriters (as defined by s. I. (I) of the Ontario 
Securities Act) were the Defendants, CIBC World Markets Inc. ("CIBC"), Credit Suisse 
Securities Canada (Inc.) ("Credit Suisse"), Dundee Securities Corporation ("Dundee"), 
Haywood Securities Inc. ("Haywood"), Merrill Lynch Canada, Inc. ("Merrill") and 
UBS Securities Canada Inc. ("UBS"). 

[52] In July 2008, Sino-Forest issued a final offering memorandum for the 
distribution of 5% convertible notes ($345 million (U.S)) due 2013. The Defendants, 
Credit Suisse Securities (USA), LLC ("Credit Suisse (USA)"), and Merrill Lynch, 
Fenner & Smith Inc. ("Merriii-Fenner") were note distributors. 

[53] In June 2009, Sino-Forest made a share prospectus offering of 34.5 million 
common shares at $11.00 per share ($380 million offering). Chan, Horsley, Martin, and 
Hyde signed the prospectus. The underwriters (as defined by s. l. (1) of the Ontario 
Securities Act) were Credit Suisse, Dundee, Merrill, the Defendant, Scotia Capital Inc. 
("Scotia"), and the Defendant, TD Securities Inc. ("TD"). 

[54] In June 2009, Sino-Forest issued a final offering memorandum for the exchange 
of senior notes for new guaranteed senior 10.25% notes ($212 million (U.S.) offering) 
due 2014. Credit Suisse (USA) was the note distributor. 

(55] In December 2009, Sino-Forest made a share prospectus offering of 22 million 
common shares at $16.80 per share ($367 million offering). Chan, Horsley, Martin, and 
Hyde signed the prospectus. The underwriters (as defined by s. l. (I) of the Ontario 
Securities Act) were Credit Suisse, the Defendant, Canaccord Financial Ltd. 
("Canaccord"), CIBC, Dundee, the Defendant, Maison Placements Canada Inc. 
("Maison"), Merrill, the Defendant, RBC Dominion Securities Inc. ("RBC"), Scotia, 
and TD. 

[56] In December 2009, Sino-Forest issued an offering memorandum for 4.25% 
convertible senior notes ($460 million (U.S.) offering) due 2016. The note distributors 
were Credit Suisse (USA), Merriii-Fenner, and TD. 

[57] In October 2010, Sino-Forest issued an offering memorandum for 6.25% 
guaranteed senior notes ($600 million (U.S.) offering) due 2017. The note distributors 
were Bane of America Securities LLC ("Bane of America") and Credit Suisse USA. 

(58] Sino-Forest's per-share market price reached a high of $25.30 on March 31, 
2011. 

[59] It is alleged that all the financial statements, prospectuses, offering memoranda, 
MD&As (Management Discussion and Analysis), AIFs (Annual Information Forms) 
contained misrepresentations and failures to fully, fairly, and plainly disclose all 
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material facts relating to the securities of Sino-Forest, including misrepresentations 
about Sino-Forest's assets, its revenues, its business activities, and its liabilities. 

[60] On June 2, 2011, Muddy Waters Research, a Hong Kong investment firm that 
researches Chinese businesses, released a research report about Sino-Forest. Muddy 
Waters is operated by Carson Block, its sole full-time employee. Mr. Block was a short
seller of Sino-Forest stock. His Report alleged that Sino-Forest massively exaggerates 
its assets and that it had engaged in extensive related-party transactions since the 
company's TSX listing in 1995. The Report asserted, among other allegations, that a 
company-reported sale of $231 million in timber in Yunnan Province was largely 
fabricated. It asserted that Sino-Forest had overstated its standing timber purchases in 
Yunnan Province by over $800 million. 

[61] The revelations in the Muddy Waters Report had a catastrophic effect on Sino
Forest's share price. Within two days, $3 billion of market capitalization was gone and 
the market value of Sino-Forest's notes plummeted. 

[62] Following the release of the Muddy Waters Report, Sino-Forest and certain of 
its officers and directors released documents and press releases and made public oral 
statements in an effort to refute the allegations in the Report. Sino-Forest promised to 
produce documentation to counter the allegations of misrepresentations. It appointed an 
Independent Committee of Messrs. Ardell, Bowland and Hyde to investigate the 
allegations contained in the Muddy Waters Report. After these assurances, Sino
Forest's share price rebounded, trading as high as 60% of its previous day's close, 
eventually closing on June 6, 2011 at $6.16, approximately 18% higher from its 
previous close. 

[63J On June 7, the Independent Committee announced that it had appointed 
PricewaterhouseCoopers ("PWC") to assist with the investigation. Several law firms 
were also hired to assist in the investigation. 

[64] However, bad news followed. Reporters from the Globe and Mail travelled to 
China, and on June 18 and 20, 2011, the newspaper published articles that reported that 
Yunnan Province forestry officials had stated that their records contradicted Sino
Forest's claim that it controlled almost 200,000 hectares in Yunnan Province. 

[65] On August 26, 2011, the Ontario Securities Commission ("OSC") issued an 
order suspending trading in Sino-Forest's securities and stated that: (a) Sino-Forest 
appears to have engaged in significant non-arm's length transactions that may have been 
contrary to Ontario securities laws and the public interest; (b) Sino-Forest and certain of 
its officers and directors appear to have misrepresented in a material respect, some of its 
revenue and/or exaggerated some of its timber holdings in public filings under the 
securities laws; and (c) Sino-Forest and certain of its officers and directors, including its 
CEO, appear to be engaging or participating in acts, practices or a course of conduct 
related to its securities which it and/or they know or reasonably ought to know 
perpetuate a fraud. 
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[66] The OSC named Chan, Ho, Hung, Ip, and Yeung as respondents in the 
proceedings before the Commission. Sino-Forest placed Messrs. Hung, Ho and Yeung 
on administrative leave. Mr. Ip may only act on the instructions of the CEO. 

[67] Having already downgraded its credit rating for Sino-Forest's securities, 
Standard & Poor withdrew its rating entirely, and Moody's reduced its rating to "junk" 
indicating a very high credit risk. 

[68] On September 8, 2011, after a hearing, the OSC continued its cease-trading 
order until January 25, 2012, and the OSC noted the presence of evidence of conduct 
that may be harmful to investors and the public interest. 

[69] On November 10, 2011, articles in the Globe and Mail and the National Post 
reported that the RCMP had commenced a criminal investigation into whether 
executives of Sino-Forest had defrauded Canadian investors. 

[701 On November 13, 2011, at a cost of $35 million, Sino-Forest's Independent 
Committee released its Second Interim Report, which included the work of the 
committee members, PWC, and three law firms. The Report refuted some of the 
allegations made in the Muddy Waters Report but indicated that evidence could not be 
obtained to refute other allegations. The Committee reported that it did not detect 
widespread fraud, and noted that due to challenges it faced, including resistance from 
some company insiders, it was not able to reach firm conclusions on many issues. 

[71] On December 12, 2011, Sino-Forest announced that it would not file its third
quarter earnings' figures and would default on an upcoming interest payment on 
outstanding notes. This default may lead to the bankruptcy of Sino-Forest. 

[72] The chart attached as Schedule "A" to this judgment shows Sino- Forest's stock 
price on the TSX from January 1, 2004, to the date that its shares were cease-traded on 
August 26, 20 11. 

F. ANALYSIS OF THE COMPETING CLASS ACTIONS 

1. The Attributes of Class Counsel 

Smith v. Sino-Forest 

[73] Rochon Genova is a boutique litigation firm in Toronto focusing primarily on 
class action litigation, including securities class actions. It is currently class counsel in 
the CIDC subprime litigation, which seeks billions in damages on behalf of CIBC 
shareholders for the bank's alleged non-disclosure of its exposure to the U.S. subprime 
residential mortgage market. It is currently the lawyer of record in Fischer v. IG 
Investment Management Ltd and Frank v. Farlie Turner, both securities cases, and it is 
acting for aggrieved investors in litigation involving two multi-million dollar Ponzi 
schemes. It acted on behalf of Canadian shareholders in relation to the Norte! securities 
litigation, as well as, large scale products liability class actions involving Baycol, 
Prepulsid, and Maple Leaf Foods, among many other cases. 

[74] Rochon Genova has a working arrangement with Lieff Cabrasser Heimann & 
Bernstein, one of the United States' leading class action firms. 
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[75] Lead lawyers for Smith v. Sino-Forest are Joel Rochon and Peter Jervis, both 
senior lawyers with considerable experience and proficiency in class actions and 
securities litigation. 

Labourers v. Sino-Forest 

[76] Koskie-Minsky is a Toronto law firm of 43 lawyers with a diverse practice 
including bankruptcy and insolvency, commercial litigation, corporate and securities, 
taxation, employment, labour, pension and benefits, professional negligence and 
insurance litigation. 

[77] Koskie Minsky has a well-established and prominent class actions practice, 
having been counsel in every sort of class proceeding, several of them being landmark 
cases, including Hollick v Toronto (City), Cloud v The Attorney General of Canada, and 
Caputo v Imperial Tobacco. It is currently representative counsel on behalf of all former 
Canadian employees in the multi-billion dollar Norte! insolvency. 

[78] Siskinds is a London and Toronto law firm of 70 lawyers with a diverse practice 
including bankruptcy and insolvency, business law, and commercial litigation. It has an 
association with the Quebec law firm Siskinds, Desmeules, avocats. 

(79] At its London office, Siskinds has a team of 14 lawyers that focus their practice 
on class actions, in some instances exclusively. The firm has a long and distinguished 
history.at the class actions bar, being class counsel in the first action certified as a class 
action, Bendall v. McGhan Medical Corp. (1993), 14 O.R. (3d) 734, and it has almost a 
monopoly on securities class actions, having filed approximately 40 of this species of 
class actions, including 24 that advance claims under Part XXX. I of the Ontario 
Securities Act. 

[80] As mentioned again later, for the purposes of Labourers' Fund v. Sino-Forest, 
Koskie Minsky and Siskinds have a co-operative arrangement with the U.S. law firm, 
Kessler Topaz Meltzer & Check LLP ("Kessler Topaz"), which is a 113-lawyer law 
firm specializing in complex litigation with a very high profile and excellent reputation 
as counsel in securities class action lawsuits in the United States. 

[81] Lead lawyers for Labourers' v. Sino-Forest are Kirk M. Baert, Jonathan Ptak, 
Mark Ziegler, and Michael Mazzuca of Koskie Minsky and A. Dimitri Lascaris of 
Siskinds, all senior lawyers with considerable experience and proficiency in class 
actions and securities litigation. 

Northwest v. Sino-Forest 

[82] Kim Orr is a boutique litigation firm in Toronto focusing primarily on class 
action litigation, including securities class actions. It also has considerable experience 
on the defence side of defending securities cases. 

[83] As I described in Sharma v. Timminco Ltd., supra, where I choose Kim Orr in a 
carriage competition with Siskinds in a securities class action, Kim Orr has a fine 
pedigree as a class action firm and its senior lawyers have considerable experience and 
proficiency in all types of class actions. It was comparatively modest in its self
promotional material for the carriage motion, but I am aware that it is currently class 
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counsel in substantial class actions involving claims of a similar nature to those in the 
case at bar. 

[84] Kim Orr has an association with Milberg, LLP, a prominent class action law 
firm in the United States. It has 75 attorneys, most of whom devote their practice to 
representing plaintiffs in complex litigations, including class and derivative actions. It 
has a large support staff, including investigators, a forensic accountant, financial 
analysts, legal assistants, litigation support analysts, shareholder services personnel, and 
information technology specialists. 

[85) Michael Spencer, who is a partner at Milberg and called to the bar in Ontario, 
offers counsel to Kim Orr. 

[86] Lead lawyers for Northwest v. Sino-Forest are James Orr, Won Kim, and Mr. 
Spencer. 

2. Retainer, Legal and Forensic Resources, and Investigations 

Smith v. Sino-Forest 

[87] Following the release of the Muddy Waters Report, on June 6, 2011, Mr. Smith 
contacted Rochon Genova. Mr. Smith, who lost much of his investment fortune, was 
one of the victims of the wrongs allegedly committed by Sino-Forest. Rochon Genova 
accepted the retainer, and two days later, a notice of action was issued. The Statement of 
Claim in Smith v. Sino-Forest followed on July 8, 2011. 

[88] Following their retainer by Mr. Smith, Rochon Genova hired Mr. X (his name 
was not disclosed), as a consultant. Mr. X, who has an accounting background, can 
fluently read, write, and speak English, Cantonese, and Mandarin. He travelled to China 
from June 19 to July 3, 2011and again from October 31 to November 18, 2011. The 
purpose of the trips was to gather information about Sino-Forest's subsidiaries, its 
customers, and its suppliers. While in China, Mr. X secured approximately 20,000 pages 
of filings by Sino-Forest with the provincial branches of China's State Administration for 
Industry and Commerce (the "SAIC Files"). 

[89] In August 2011, Rochon Genova retained Froese Forensic Partners Ltd., a 
Toronto-based forensic accounting firm, to analyze the SAIC files. 

[90] Rochon Genova also retained HAIBU Attorneys at Law, a full service law firm 
based in Shenzhen, Guangdong Province, China, to provide a preliminary opinion about 
Sino-Forest's alleged violations of Chinese accounting and taxation laws. 

[91] Exclusive of the carriage motion, Rochon Genova has already incurred 
approximately $350,000 in time and disbursements for the proposed class action. 

Labourers v. Sino-Forest 

(92] On June 3, 2011, the day after the release of the Muddy Waters Report, Siskinds 
retained the Dacheng Law Firm in China to begin an investigation of the allegations 
contained in the report. Dacheng is the largest law firm in China with offices throughout 
China and Hong Kong and also offices in Los Angeles, New York, Paris, Singapore, 
and Taiwan. 

208 

_J 
c 
ro 
~ 
"<T 
N 

u 
(f) 

z 
0 
N ..-
0 
N 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

16 

[93] On June 9, 2011, Guining Liu, a Sino-Forest shareholder, commenced an action 
in the Quebec Superior Court on behalf of persons or entities domiciled in Quebec who 
purchased shares and notes. Siskinds' Quebec affiliate office, Siskinds, Desmeules, 
avocats, is acting as class counsel in that action. 

[94] On June 20, 2011, Koskie Minsky, which had a long standing lawyer-client 
relationship with the Labourers' Fund, was retained by it to recover its losses associated 
with the plummet in value of its holdings in Sino-Forest shares. Koskie Minsky issued a 
notice of action in a proposed class action with Labourers' Fund as the proposed 
representative plaintiffs. 

[95] The June action, however, is not being pursued, and in July 2011, Labourers' 
Fund was advised that Operating Engineers Fund, another pension fund, also had very 
significant losses, and the two funds decided to retain Koskie Minsky and Siskinds to 
commence a new action, which followed on July 20, 2011, by notice of action. The 
Statement of Claim in Labourers v. Sino-Forest was served in August, 2011. 

[96] Before commencing the new action, Koskie Minsky and Siskinds retained 
private investigators in Southeast Asia and received reports from them, along with 
information received from the Dacheng Law Firm. Koskie Minsky and Siskinds also 
received information from an unnamed expert in Suriname about the operations of Sino
Forest in Suriname and the role of Greenheart Group Ltd., which is a significant aspect 
of its Statement of Claim in Labourers v. Sino-Forest. 

[97] On November 4, 2011, Koskie Minsky and Siskinds served the Defendants in 
Labourers v. Sino-Forest with the notice of motion for an order granting leave to assert 
the causes of action under Part XXIII.l of the Ontario Securities Act. 

[98] On October 26, 2011, Robert Wong, who had lost a very large personal 
investment in Sino-Forest shares, retained Koskie Minsky and Siskinds to sue Sino
Forest for his losses, and the firms decided that he would become another representative · 
plaintiff. 

[99] On November 14, 2011, Koskie Minsky and Siskinds commenced Grant v. 
Sino-Forest Corp., which, as already noted above, they intend to consolidate with 
Labourers v. Sino-Forest. 

[1 00] Grant v. Sino-Forest names the same defendants as in Labourers v. Sino-Forest, 
except for the additional joinder of Messrs. Bowland, Poon, and West, and it also joins 
as defendants, BOO, and two additional underwriters, Bane of America and Credit 
Suisse Securities (USA). 

[101] Koskie Minsky and Siskinds state that Grant v. Sino-Forest was commenced out 
of an abundance of caution to ensure that certain prospectus and offering memorandum 
claims under the Ontario Securities Act, and under the equivalent legislation of the other 
Provinces, will not expire as being statute-barred. 

[102] Exclusive of the carriage motion, Koskie Minsky has already incurred 
approximately $350,000 in time and disbursements for the proposed class action, and 
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exclusive ofthe carriage motion, Siskinds has already incurred approximately $440,000 
in time and disbursements for the proposed class action. 

Northwest v. Sino-Forest 

[1 03] Immediately following the release of the Muddy Waters Report, Kim Orr and 
Milberg together began an investigation to determine whether an investor class action 
would be warranted. A joint press release on June 7, 20 II, announced the investigation. 

[I 04] For the purposes of the carriage motion, apart from saying that their 
investigation included reviewing all the documents on SEDAR and the System for 
Electronic Disclosure for Insiders (SEDI), communicating with contacts in the financial 
industry, and looking into Sino-Forest's officers, directors, auditors, underwriters and 
valuation experts, Kim Orr did not disclose the details of its investigation. It did indicate 
that it had hired a Chinese forensic investigator and financial analyst, a market and 
damage consulting firm, Canadian forensic accountants, and an investment and market 
analyst and that its investigations discovered valuable information. 

[I 05] Meanwhile, lawyers at Milberg contacted Batirente, which was one of its clients 
and also a Sino-Forest shareholder, and Won Kim of Kim Orr contacted Northwest, 
another Sino-Forest shareholder. Batirente already had a retainer with Milberg to 
monitor its investment portfolio on an ongoing basis to detect losses due to possible 
securities violations. 

(106] Northwest and Batirente agreed to retain Kim Orr to commence a class action, 
and on September 26, 2011, Kim Orr commenced Northwest v. Sino-Forest. 

[1 07] In October 2011, BC Investments contacted Kim Orr about the possibility of it 
becoming a plaintiff in the class proceeding commenced by Northwest and Batirente, 
and BC Investments decided to retain the firm and the plan is that BC Investments is to 
become another representative plaintiff. 

[I 08] Exclusive of the carriage motion, Kim Orr and Milberg have already incurred 
approximately $1,070,000 in time and disbursement for the proposed class action. 

3. Proposed Representative Plaintiffs 

Smith v. Sino-Forest 

[I 09] In Smith v. Sino-Forest, the proposed representative plaintiffs are Douglas Smith 
and Frederick Collins. 

[110] Douglas Smith is a resident of Ontario, who acquired approximately 9,000 
shares of Sino-Forest during the proposed class period. He is married, 48 years of age, 
and employed as a director of sales. He describes himself as a moderately sophisticated 
investor that invested in Sino-Forest based on his review of the publicly available 
information, including public reports and filings, press releases, and statements released 
by or on behalf of Sino-Forest. He lost $75,345, which was half of his investment 
fortune. 

[111] Frederick Collins is a resident ()f Nanaimo, British Columbia. He purchased 
shares in the primary market. His willingness to act as a representative plaintiff was 
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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 to say about below. 

Labourers v. Sino-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 
Eastern 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 $101.50 ($U.S.), which he 
continues to hold. 

[114] Robert Wong, a resident of Ontario, is an electrical engineer. He was born in 
China, and in addition to speaking English, he speaks fluent Cantonese. He was a 
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, Inc. 
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. 

211 

~ 

:::J 
c 
m 
~ 
<t 
C\1 

(.) 
(J) 

z 
0 
N ..-
0 
N 



19 

(120] On June 1, 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 Engineers 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 managers 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 I, 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, 20 I I, 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 Ia~ 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 June I, 20 II. 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. 
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[128] Messrs. Mancinelli, Gallagher, and Grottheim each deposed that Labourers' 
Fund, the Operating Engineers Fund, and Sjunde AP-Fonden respectively sued because 
of their losses and because of their concerns that public markets remain healthy and 
transparent. 

[129] Although it does not seek to be a representative plaintiff, the Healthcare 
Employee Benefits Plans of Manitoba ("Healthcare Manitoba") is a major class member 
that supports carriage being granted to Koskie Minsky and Siskinds, and its presence 
should also be mentioned here because it actively supports the appointment of the 
proposed representative plaintiffs in Labourers v. Sino-Forest. 

[130] Healthcare Manitoba provides pensions and other benefits to eligible healthcare 
employees and their families throughout Manitoba. It has 65,000 members. It is a long
time client of Koskie Minsky. It manages more than $3.9 biilion in assets. 

(131] Healthcare Manitoba, invested in Sino-Forest shares that were purchased by one 
of its asset managers in the TSX secondary market. Between February and May, 2011, 
it purchased 305,200 shares with a book value of $6.7 million. On June 24, 2011, the 
shares were sold for net proceeds of$560,775.48. 

Northwest v. Sino-Forest 

[132] In Northwest v. Sino-Forest, the proposed representative plaintiffs are: British 
Columbia Investment Management Corporation ("BC Investment"); Comite syndical 
national de retraite Batirente inc. ("Batifente") and Northwest & Ethical Investments 
L.P. ("Northwest"). 

[133] BC Investment, which is incorporated under the British Columbia Public Sector 
Pension Plans Act, is owned by and is an agent ofthe Government of British Columbia. 
It manages $86.9 billion in assets. Its investment activities help to finance the retirement 
benefits of more than 475,000 residents of British Columbia, including public service 
employees, healthcare workers, university teachers, and staff. Its investment activities 
also help to finance the WorkSafeBC insurance fund that covers approximately 2.3 
million workers and over 200,000 employers in B.C., as well as, insurance funds for 
public service long term disability and credit union deposits. 

[134] BC Investment, through the funds it managed, owned 334,900 shares of Sino
Forest at the start of the Class Period, purchased 6.6 million shares during the Class 
Period, including 50,200 shares in the June 2009 offering and 54,800 shares in the 
December 2009 offering; sold 5 million shares during the Class Period; disposed of 
371,628 shares after the end of the Class Period; and presently holds 1.5 million shares. 

[135] Batirente is a non-profit financial services firm initiated by the Confederation of 
National Trade Unions to establish and promote a workplace retirement system for 
affiliated unions and other organizations. It is registered as a financial services firm 
regulated in Quebec by the Autorite des marches financiers under the Act Respecting the 
Distribution of Financial Products and Services, R.S.Q., chapter D-9.2. It has assets of 
about $850 million. 
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[136] Batirente, through the funds it managed, did not own any shares of Sino-Forest 
before the class period, purchased 69,500 shares during the class period, sold 57,625 
shares during the class period, and disposed of the rest of its shares after the end of the 
class period. 

[137] Northwest is an Ontario limited partnership, owned 50% by the Provincial 
Credit Unions Central and 50% by Federation des caisses Desjardin du Quebec. It is 
registered with the British Columbia Securities Commission as a portfolio manager, and 
it is registered with the OSC as a portfolio manager and as an investment funds 
manager. It manages about $5 billion in assets. 

[138] Northwest, through the funds it managed, did not own any shares of Sino-Forest 
before the class period, purchased 714,075 shares during the class period, including 
245,400 shares in the December 2009 offering, sold 207,600 shares during the class 
period, and disposed of the rest of its shares after the end of the class period. 

[139] Kim Orr touts BC Investment, Batirente, and Northwest as candidates for 
representative plaintiff because they are sophisticated "activist shareholders" that are 
committed to ethical investing. There is evidence that they have all raised governance 
issues with Sino-Forest as well as other companies. Mr. Mountain of Northwest and Mr. 
Simard of Batirente are eager to be actively involved in the litigation against Sino
Forest. 

4. Funding 

[140] Koskie Minsky and Siskinds have approached Claims Funding International, 
and subject to court approval, Claims Funding International has agreed to indemnify the 
plaintiffs for an adverse costs award in return for a percentage of any recovery from the 
class action. 

[ 141] Koskie Minsky and Siskinds state that if the funding arrangement with Claims 
Funding International is refused, they will, in any event, proceed with the litigation and 
will indemnify the plaintiffs for any adverse costs award. 

[142] Similarly, Kim Orr has approached Bridgepoint Financial Services, which 
subject to court approval, has agreed to indemnify the plaintiffs for an adverse costs 
award in return for a percentage of any recovery in the class action. If this arrangement 
is not approved, Kim Orr intends to apply to the Class Proceedings Fund, which would 
be a more expensive approach to financing the class action. 

(143] Kim Orr states that if these funding arrangements are refused, it will, in any 
event, proceed with the litigation and it will indemnify the plaintiffs for any adverse 
costs award. 

(144] Rochon Genova did not mention in its factum whether it intends to apply to the 
Class Proceedings Fund on behalf of Messrs. Smith and Collins, but for the purposes of 
the discussion later about the carriage order, I will assume that this may be the case. I 
will also assume that Rochon Genova has agreed to indemnity Messrs. Smith and 
Collins for any adverse costs award should funding not be granted by the Fund. 
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5. Conflicts of Interest 

[145] One of the qualifications for being a representative plaintiff is that the candidate 
does not have a conflict of interest in representing the class members and in bringing an 
action on their behalf. All of the candidates for representative plaintiff in the competing 
class actions depose that they have no conflicts of interest. Their opponents disagree. 

[ 146] Rochon Genova submits that there are inherent conflicts of interests in both 
Labourers v. Sino-Forest and in Northwest v. Sino-Forest because the representative 
plaintiffs bring actions on behalf of both shareholders and noteholders. Rochon Genova 
submits that these conflicts are exacerbated by the prospect of a Sino-Forest bankruptcy. 

[14 7] Relying on Casurina Ltd. Partnership v. Rio Algom Ltd. [2004] O.J. No. 177 
(C.A.) at paras. 35-36, aff'g [2002] O.J. No. 3229 (S.C.J.), leave to appeal to the S.C.C. 
denied, [2004] S.C.C.A. No. 105 and Amaranth LLC. v. Counsel Corp., [2003] O.J. No. 
4674 (S.C.J.), Rochon Genova submits that a class action by the bondholders is 
precluded by the pre-conditions in the bond instruments, but if it were to proceed, it 
might not be in the best interests of the bondholders, who might prefer to have Sino
Forest capable of carrying on business. Further still, Rochon Genova submits that, in 
any event, an action by the bondholders' trustee may be the preferable way for the 
noteholders to sue on their notes. Further, Rochon Genova submits that if there is a 
bankruptcy, the bondholders may prefer to settle their claims in the context of the 
bankruptcy rather than being connected in a class action to the shareholder's claims 
over which they would have priority in a bankruptcy. 

(148] Further still, Rochon Genova submits that a bankruptcy would bring another 
conflict of interest between bondholders and shareholders because under s. 50( 14) of the 
Bankruptcy and Insolvency Act, R.S.C., 1985, c. B-3, and 5.1 (2) of the Companies' 
Creditors Arrangement Act, R.S.C., 1985, c. C-36 the claims of creditors against 
directors that are based on misrepresentation or oppression may not be compromised 
through a plan or proposal. In contrast, Allen-Vanguard Corp., Re, 2011 ONSC 5017 
(S.C.J.) at paras. 48-52 is authority that shareholders are not similarly protected, and, 
therefore, Rochon Genova submits that the noteholders would have a great deal more 
leverage in resolving claims against directors than would the shareholder members of 
the class in a class action. 

[149] Kim Orr denies that there is a conflict in the representative plaintiffs acting on 
behalf of both shareholders and bondholders. It submits that while boldholders may 
have an additional claim in contract against Sino-Forest for repayment of the debt 
outside of the class action, both shareholders and bondholders share a misrepresentation 
claim against Sino~Forest and there is no conflict in advancing the misrepresentation 
claim independent of the debt repayment claim. · 

(150] Koskie Minsky and Siskinds also deny that there is any conflict in advancing 
claims by both bondholders and shareholders. They say that the class members are on 
common ground in advancing misrepresentation, tort, and the various statutory causes 
of action. Koskie Minsky and Siskinds add that if there was a conflict, then it is 
manageable because they have a representative plaintiff who was a bondholder, which 
is not the case for the representative plaintiffs in Northwest v. Sino-Forest. It submits 
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that, if necessary, subclas~es can be established to manage any conflicts of interest 
among class members. 

[151] Leaving the submitted shareholder and bondholder conflicts of interest, Rochon 
Genova submits that Labourers' Fund has a conflict of interest because BOO Canada is 
its auditor. Rochon Genova submits that Koskie Minsky also has a conflict of interest 
because it and BOO Canada have worked together on a committee providing liaison 
between multi-employer pension plans and the Financial Services Commission of 
Ontario and have respectively provided services as auditor and legal counsel to the 
Union Benefits Alliance of Construction Trade Unions. Rochon Genova submits that it 
is telling that these conflicts were not disclosed and that BOO, which is an entity that is 
an international associate with BDO Canada was a late arrival as a defendant in 
Labourers v. Sino-Forest, although this can be explained by changes in the duration of 
the class period. 

[152] For their part, Koskie Minsky and Siskinds raise a different set of conflicts of 
interest. They submit that Northwest, Batirente, and BC Investments have a conflict of 
interest with the other class members who purchased Sino-Forest securities because of 
their role as investment managers. 

[153] Koskie Minsky and Siskinds' argument is that as third party financial service 
providers, BC Investment, Batirente, and Northwest did not suffer losses themselves but 
rather passed the losses on to their clients. Further, Koskie Minsky and Siskinds submit 
that, in contrast to BC Investment, Batirente, and Northwest, their clients, Labourers' 
Fund and Operating Engineers Fund, are acting as fiduciaries to recover losses that will 
affect their members' retirements. This arguably makes Koskie Minsky and Siskinds 
better representative plaintiffs. 

[154] Further still, Koskie Minsky and Siskinds submit that the class members in 
Northwest v. Sino-Forest may question whether Northwest, Batirente, and BC 
Investments failed to properly evaluate the risks of investing in Sino-Forest. Koskie 
Minsky and Siskinds point out that the Superior Court of Quebec in Comite syndical 
national de retraite Bdtirente inc. c. Societe financiere Manuvie, 201 J QCCS 3446 at 
paras. 111-119 disqualified Batirente as a representative plaintiff because there might be 
an issue about Batirente's investment decisions. Thus, Koskie, Minsky and Siskinds 
attempt to change Northwest, Batirente, and BC Investments' involvement in 
encouraging good corporate governance at Sino-Forest from a positive attribute into the 
failure to be aware of ongoing wrongdoing at Sino-Forest and a negative attribute for a 
proposed representative plaintiff. 

6. Definition of Class Membership 

Smith v. Sino-Forest 

[155] In Smith v. Sino-Forest, the proposed class action is: (a) on behalf of all persons 
who purchased shares of Sino-Forest from May 17, 2004 to August 26, 20 II on the 
TSX or other secondary market; and (b) on behalf of all persons who acquired shares 
of Sino-Forest during the offering distribution period relating to Sino-Forest's share 
prospectus offerings on June 1, 2009 and December 10, 2009 excluding the Defendants, 
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members of the immediate families of the Individual Defendants, or the directors, 
officers, subsidiaries and affiliates ofthe corporate Defendants. 

[156] Both Koskie Minsky and Siskinds and Kim Orr challenge this class membership 
as inadequate for failing to include the bondholders who were allegedly harmed by the 
same misconduct that harmed the shareholders. 

Labourers v. Sino-Forest 

[157] In Labourers v. Sino-Forest, the proposed class action is on behalf of all persons 
and entities wherever they may reside who acquired securities of Sino-Forest during the 
period from and including March 19, 2007 to and including June 2, 2011 either by 
primary distribution in Canada or an acquisition on the TSX or other secondary markets 
in Canada, other than. the defendants, their past and present subsidiaries, affiliates, 
officers, directors, senior employees, partners, legal representatives, heirs, predecessors, 
successors and assigns, and any individual who is an immediate member of the family 
of an individual defendant. 

[158) The class membership definition in Labourers v. Sino-Forest includes non
Canadians who purchased shares or notes in Canada but excludes non-Canadians who 
purchased in a foreign marketplace. 

(159] Challenging this definition, Kim Orr submits that it is wrong in principle to 
exclude persons whose claims will involve the same facts as other class members and 
for whom it is arguable that Canadian courts may exercise jurisdiction and provide 
access to justice. 

Northwest v. Sino-Forest, 

(160] In Northwest v. Sino-Forest, the proposed class action is on behalf of purchasers 
of shares or notes of Sino-Forest during the period from August 17, 2004 through June 
2, 2011, except: Sino-Forest's past and present subsidiaries and affiliates; the past and 
present officers and directors of Sino-Forest and its subsidiaries and affiliates; members 
of the immediate family of any excluded person; the legal representatives, heirs, 
successors, and assigns of any excluded person or entity; and any entity in which any 
excluded person or entity has or had a controlling interest. 

(161] Challenging this definition, Koskie Minsky and Siskinds submit that the 
proposed class in Northwest has no geographical limits and, therefore, will face 
jurisdictional and choice of law challenges that do not withstand a cost benefit analysis. 
It submits that Sino-Forest predominantly raised capital in Canadian capital markets and 
the vast majority of its securities were either acquired in Canada or on a Canadian 
market, and, in this context, including in the class non-residents who purchased 
securities outside of Canada risks undermining and delaying the claims of the great 
majority of proposed class members whose claims do not face such jurisdictional 
obstacles. 
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7. Definition of Class Period 

Smith v. Sino-Forest 

[162] In Smith v. Sino-Forest, the class period is May 17, 2004 to August 26, 2011. 
This class period starts with the release of Sino-Forest's release of its 2003 Annual 
Information Form, which indicated the use of authorized intermediaries, and it ends on 
the day of the OSC's cease-trade order. 

[163] For comparison purposes, it should be noted that this class period has the earliest 
start date and the latest finish date. Labourers v. Sino-Smith and Northwest v. Sino
Forest both use the end date of the release of the Muddy Waters Report. 

[164] In making comparisons, it is helpful to look at the chart found at Schedule A of 
this judgment. 

[165] Rochon Genova justifies its extended end date based on the argument that the 
Muddy Waters Report was a revelation of Sino-Forest's misrepresentation but not a 
corrective statement that would end the causation of injuries because Sino-Forest and its 
officers denied the truth of the Muddy Waters Report. 

[166] Kim Orr's criticizes the class definition in Smith v. Sino-Forest and submits that 
purchasers of shares or notes after the Muddy Waters Report was published do not have 
viable claims and ought not be included as class members. 

[167] Koskie Minsky and Siskinds' submission is similar, and they regard the 
extended end date as problematic in raising the issues of whether there were corrective 
disclosures and of how Part XXIII.1 of the Ontario Securities Act should be interpreted. 

Labourers v. Sino-Forest 

[168] In Labourers v. Sino-Forest, the class period is March 19,2007 to June 2, 2011. 

[169] This class period starts with the date Sino-Forest's 2006 financial results were 
announced, and it ends on the date of the publication of the Muddy Waters Report. 

[170] The March 19, 2007, commencement date was determined using a complex 
mathematical formula known as the "multi-trader trading model." Using this model, Mr. 
Torchio estimates that 99.5% of Sino-Forest's shares retained after June 2, 2011, had 
been purchased after the March 19, 2007 commencement date. Thus, practically 
speaking, there is almost nothing to be gained by an earlier start date for the class 
period. 

[171) The proposed class period covers two share offerings (June 2009 and December 
2009). This class period does not include time before the coming into force of Part 
XXIII.1 of the Ontario Securities Act (December 31, 2005), and, thus, Koskie Minsky 
and Siskinds submit that this aspect of their definition avoids problems about the 
retroactive application, if any, of Part XXIII. I of the Act. 

[172] For comparison purposes, the Labourers class period has the latest start date and 
shares the finish date used in the Northwest v. Sino-Forest action, which is sooner than 
the later date used in Smith v. Sino-Forest. It is the most compressed of the three 
definitions of a class period. 
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[173] Based on Mr. Torchia's opinion, Koskie Minsky and Siskinds submit that there 
are likely no damages arising from purchases made during a substantial portion of the 
class periods in Smith v. Sino-Forest and in Northwest v. Sino-Forest. Koskie Minsky 
and Siskinds submit that given that the average price of Sino's shares was 
approximately $4.49 in the ten trading days after the Muddy Waters report, it is likely 
that any shareholder that acquired Sino-Forest shares for Jess than $4.49 suffered no 
damages, particularly undetPart XXIII.l of the Ontario Securities Act. 

[174] In part as a matter of principle, Kim Orr submits that Koskie Minsky and 
Siskinds' approach to defining the class period is unsound because it excludes class 
members who, despite the mathematical modelling, may have genuine claims and are 
being denied any opportunity for access to justice. Kim Orr submits it is wrong in 
principle to abandon these potential class members. 

(175] Rochon Genova also submits that Koskie Minsky and Siskinds' approach to 
defining the class period is wrong. It argues that Koskie Minsky and Siskinds' reliance 
on a complex mathematical model to define class membership is arbitrary and unfair to 
share purchasers with similar claims to those claimants to be included as class members. 
Rochon Genova criticizes Koskie Minsky and Siskinds' approach as being the 
condemned merits based approach to class definitions and for being the sin of excluding 
class members because they may ultimately not succeed after a successful common 
issues trial. 

(176] Relying on what l wrote in Fischer v. IG Investment Management Ltd, 2010 
ONSC 296 at para. 157, Rochon Genova submits that the possible failure of an 
individual class member to establish an individual element of his or her claim such as 
causation or damages is not a reason to initially exclude him or her as a class member. 
Rochon Genova ·submits that the end date employed in Labourers v. Sino-Forest and 
Northwest v. Sino-Forest is wrong. 

Northwest v. Sino-Forest 

[177] In Northwest v. Sino-Forest, the class period is August 17, 2004 to June 2, 20 II. 

[178] This class period starts from the day Sino-Forest closed its public offering of 
long-term notes that were still outstanding at the end of the class period and ends on the 
date of the Muddy Waters Research Report. This period covers three share offerings 
(June 2007, June 2009, and December 2009) and six note offerings (August 2004, July 
2008, July 2009, December 2009, February 20 I 0, and October 20 I 0). 

[179] -For comparison purposes, the Northwest v. Sino-Forest class period begins 3 
months later and ends three months sooner than the class period in Smith v. Sino-Forest. 
The Northwest v. Sino-Forest class period begins approximately two-and-a-half years 
earlier and ends at the same time as the class period in Labourers v. Sino-Forest. 

[180] Kim Orr submits that its start date of August 17, 2004 is satisfactory, because on 
that date, Sino-Forest shares were trading at $2.85, which is below the closing price of 
Sino-Forest shares on the TSX for the ten days after June 3, 2011 ($4.49), which 
indicates that share purchasers before August 2004 would not likely be able to claim 
loss or damages based on the public disclosures on June 2, 2011 . 
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[181] However, Koskie Minsky and Siskinds point out that Kim Orr's submission 
actually provides partial support for the theory for a later start date (March 19, 2007) 
because, there is no logical reason to include in the class persons who purchased Sino
Forest shares between May 17,2004, the start date ofthe Smith Action and December I, 
2005, because with the exception of one trading day (January 24, 2005), Sino-Forest's 
shares never traded above $4.49 during that period. 

8. Theory of the Case against the Defendants 

Smith v. Sino-Forest 

[182] In Smith v. Sino-Forest, the theory ofthe case rests on the alleged non-arms' 
length transfers between Sino-Forest and its subsidiaries and authorized intermediaries, 
that purported to be suppliers and customers. Rochon Genova's investigations and 
analysis suggest that there are numerous non-arms length inter-company transfers by 
which Sino-Forest misappropriated investors' funds, exaggerated Sino-Forest's 
assets and revenues, and engaged in improper tax and accounting practices. 

[183] Mr. Smith alleges that Sino-Forest's quarterly interim financial statements, 
audited annual financial statements, and management's discussion and analysis 
reports, which are Core Documents as defined under the Ontario Securities Act, 
misrepresented its revenues, the nature and scope of its business and operations, and the 
value and composition of its forestry holdings. He alleges that the Core Documents 
failed to disclose an unlawful scheme of fabricated sales transactions and the avoidance 
of tax and an unlawful scheme through which hundreds of millions of dollars in 
investors' funds were misappropriated or vanished. 

[184] Mr. Smith submits that these misrepresentations and failures to disclose were 
also made in press releases and in public oral statements. He submits that Chan, Hyde, 
Horsley, Mak, Martin, Murray, and Wang authorized, permitted or acquiesced in the 
release of Core Documents and that Chan, Horsley, Martin, and Murray made the 
misrepresentations in public oral statements. 

[185] In Smith v. Sino-Forest, Mr. Smith (and Mr. Collins) brings different claims 
against different combinations of Defendants; visualize: 

• misrepresentation in a prospectus under Part XXIII of the Ontario Securities Act, 
against all the Defendants 

• subject to leave being granted, misrepresentation in secondary market disclosure 
under Part XXIII.l of the Ontario Securities Act as against the defendants: Sino
Forest, Chan, Horsley, Hyde, Mak, Martin, Murray, Wang, BOO and E&Y 

• negligent, reckless, or fraudulent misrepresentation against Sino-Forest, Chan, 
Horsley, Hyde, Mak, Martin, Murray, and Wang. This claim would appear to 
cover sales of shares in both the primary and secondary markets. 

[186] It is to be noted that Smith v. Sino-Forest does not make a claim on behalf of 
noteholders, and, as described and explained below, it joins the fewest number of 
defendants. 
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[ 187] Smith also does not advance a claim on behalf of purchasers of shares through 
Sino-Forest's prospectus offering of June 5, 2007, because of limitation period concerns 
associated with the absolute limitation period found in 138.14 of the Ontario Securities 
Act. See: Coulson v. Citigroup Global Markets Canada Inc., 2010 ONSC 1596 at paras. 
98-100. 

Labourers v. Sino-Forest 

[188] The theory of Labourers v. Sino-Forest is that SinO-Forest, along with its 
officers, directors, and certain of its professional advisors, falsely represented that its 
financial statements complied with GAAP, materially overstated the size and value of 
its forestry assets, and made false and incomplete representations regarding its tax 
liabilities, revenue recognition, and related party transactions. 

[189] The claims in Labourers v. Sino-Forest are largely limited to alleged 
misrepresentations in <;ore Documents as defined in the Ontario Securities Act and 
other Canadian securities legislation. Core Documents include prospectuses, annual 
information forms, information circulars, financial statements, management discussion 
& analysis, and material change reports. 

[190] The representative plaintiffs advance statutory claims and also common law 
claims that certain defendants breached a duty of care and committed the torts of 
negligent misrepresentation and negligence. There are unjust enrichment, conspiracy, 
and oppression remedy claims advanced against certain defendants. 

[191] In Labourers v. Sino-Forest, different combinations of representative plaintiffs 
advance different claims against different combinations of defendants; visualize: 

• Labourers' Fund and Mr. Wong, purchasers of shares in a primary market 
distribution, advance a statutory claim under Part XXIII of the Ontario 
Securities Act against Sino-Forest, Chan, Horsley, Hyde, Mak, Martin, Murray, 
Poon, Wang, E&Y, BOO, CIBC, Canaccord, Credit Suisse, Dundee, Maison, 
Merrill, RBC, Scotia, TO and Poyry 

• Labourers' Fund and Mr. Wong, purchasers of shares in a primary market 
distribution, advance a common law negligent misrepresentation claim against 
Sino-Forest, Chan, Horsley, Hyde, Mak, Martin, Murray, Poon, Wang, E&Y, 
BOO, CIBC, Canaccord, Credit Suisse, Dundee, Maison, Merrill, RBC, Scotia, 
and TO based on the common misrepresentation that Sino-Forest's financial 
statements complied with GAPP 

• Labourers' Fund and Mr. Wong, purchasers of shares in a primary market 
distribution, advance a common law negligence claim against Sino-Forest, Chan, 
Hyde, Horsley, Mak, Martin, Murray, Poon, Wang, E&Y, BOO, CIBC, 
Canaccord, Credit Suisse, Dundee, Maison, Merrill, RBC, Scotia, TO and Poyry 

• Grant, who purchased bonds in a primary market distribution, advances a 
statutory claim under Part XXIII of the Ontario Securities Act against Sino
Forest 
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• Grant, who purchased bonds in a primary market distribution, advances a 
common law negligent misrepresentation claim against Sino-Forest, E&Y and 
BOO based on the common misrepresentation that Sino-Forest's financial 
statements complied with GAPP 

• Grant, who purchased bonds in a primary market distribution, advances a 
common law negligence claim against Sino-Forest, E&Y, BOO, Bane of 
America, Credit Suisse USA, and TO 

• All the representative plaintiffs, subject to leave being granted, advance claims 
of misrepresentation in secondary market disclosure under Part XXIII.! of the 
Ontario Securities Act and, if necessary, equivalent provincial legislation. This 
claim is against Sino-Forest, Ardell, Bowland, Chan, Hyde, Horsley, Mak, 
Martin, Murray, Poon, Wang, West, E &Y, BOO, and Poyry 

• All of the representative plaintiffs, who purchased Sino-Forest securities in the 
secondary market, advance a common law negligent misrepresentation claim 
against all of the Defendants except the underwriters based on the common 
misrepresentation contained in the Core Documents that Sino-Forest's financial 
statements complied with GAAP 

• All the representative plaintiffs sue Sino-Forest, Chan, Horsley, and Poon for 
conspiracy. It is alleged that Sino-Forest, Chan, Horsley, and Poon conspired to 
inflate the price of Sino-Forest's shares and bonds and to profit by their 
wrongful acts to enrich themselves by, among other things, issuing stock options 
in which the price was impermissibly low 

• While it is not entirely clear from the Statement of Claim, it seems that all the 
representative plaintiffs sue Chan, Horsley, Mak, Martin, Murray, and Poon for 
unjust enrichment in selling shares to class members at artificially inflated prices 

• While it is not entirely clear from the Statement of Claim, it seems that all the 
representative plaintiffs sue Sino-Forest for unjust enrichment for selling shares 
at artificially inflated prices 

• While it is not entirely clear from the Statement of Claim, it seems that all the 
representative plaintiffs sue Bane of America, Canaccord, CIBC, Credit Suisse, 
Credit Suisse USA, Dundee, Maison, Merrill, RBC, Scotia, and TD for unjustly 
enriching themselves from their underwriters fees 

• All the representative plaintiffs sue Sino-Forest, Chan, Horsley, Hyde, Mak, 
Martin, Murray, Poon, and Wang for an oppression remedy under the Canada 
Business Corporations Act 

[192] Koskie Minsky and Siskinds submit that Labourers v. Sino-Forest is more 
focused than Smith and Northwest because: (a) its class definition covers a shorter time 
period and is limited to securities acquired by Canadian residents or in Canadian 
markets; (b) the material documents are limited to Core Documents under securities 
legislation; (c) the named individual defendants are limited to directors and officers with 
statutory obligations to certify the accuracy of Sino-Forest's public filings; and (d) the 
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causes of action are tailored to distinguish between the claims of primary market 
purchasers and secondary market purchasers and so are less susceptible to motions to 
strike. 

(193] Koskie Minsky and Siskinds submit that save for background and context, little 
is gained in the rival actions by including claims based on non-Core Documents, which 
confront a higher threshold to establish liability under Part XXIII. I of the Ontario 
Securities Act. 

Northwest v. Sino-Forest 

[ 194] The Northwest v. Sino-Forest Statement of Claim focuses on an "Integrity 
Representation," which is defined as: ''the representation in substance that Sino-Forest's 
overall reporting of its business operations and financial statements was fair, complete, 
accurate, and in conformity with international standards and the requirements of the 
Ontario Securities Act and National Instrument 51-102, and that its accounts of its 
growth and success could be trusted." 

[195] The Northwest v. Sino-Forest Statement of Claim alleges that all Defendants 
made the Integrity Representation and that it was a false, misleading, or deceptive 
statement or omission. It is alleged that the false Integrity Representation caused the 
market decline following the June 2, 2011, disclosures, regardless of the truth or falsity 
of the particular allegations contained in the Muddy Waters Report. 

[196] In Northwest v. Sino-Forest, the representative plaintiffs advance statutory 
claims under Parts XXIII and XXIII.l of the Ontario Securities Act and a collection of 
common law tort claims. Kim Orr submits that to the extent, if any, that the statutory 
claims do not provide complete remedies to class members, whether due to limitation 
periods, liability caps, or other limitations, the common law claims may provide 
coverage. 

[197] In Northwest v. Sino-Forest, the plaintiffs advance different claims against 
different combinations of defendants; visualize: 

• With respect to the June 2009 and December 2009 prospectus, a cause of action 
for violation of Part XXIII of the Ontario Securities Act against Sino-Forest, 
the underwriter Defendants, the director Defendants, the Defendants who 
consented to disclosure in the prospectus and the Defendants who signed the 
prospectus 

• Negligent misrepresentation against all of the Defendants for disseminating 
material misrepresentations about Sino-Forest in breach of a duty to exercise 
appropriate care and diligence to ensure that the documents and statements 
disseminated to the public about Sino-Forest were complete, truthful, and 
accurate. 

• Fraudulent misrepresentation against all of the Defendants for acting knowingly 
and deliberately or with reckless disregard for the truth making 
misrepresentations in documents, statements, financial statements, prospectus, 
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offering memoranda, and filings issued and disseminated to the investing 
public including Class Members. 

• Negligence against all the Defendants for a breach of a duty of care to ensure 
that Sino-Forest implemented and maintained adequate internal controls, 
procedures and policies to ensure that the company's assets were protected and 
its activities conformed to all legal developments. 

• Negligence against the underwriter Defendants, the note distributor Defendants, 
the auditor Defendants, and the Poyry Defendants for breach of a duty to the 
purchasers of Sino-Forest securities to perform their professional 
responsibilities in connection with Sino-Forest with appropriate care and 
diligence. 

• Subject to leave being granted, a cause of action for violation of Part XXIII.l of 
the Ontario Securities Act against Sino-Forest, the auditor Defendants, the 
individual Defendants who were directors and officers of Sino-Forest at the 
time one or more of the pleaded material misrepresentations was made, and the 
Poyry Defendants. 

[198] Kim Orr submits that Northwest v. Sino-Forest is more comprehensive than its 
rivals and does not avoid asserting claims on the grounds that they may take time to 
litigate, may not be assured of success, or may involve a small portion of the total 
potential class. It submits that its conception of Sino-Forest's wrongdoing better accords 
with the factual reality and makes for a more viable claim than does Koskie Minsky and 
Siskinds' focus on GAAP violations and Rochon Genova's focus on the 
misrepresentations associated with the use of authorized intermediaries. It denies 
Koskie Minsky and Siskinds' argument that it has pleaded overbroad tort claims. 

(199] Koskie Minsky and Siskinds submit that its conspiracy claim against a few 
defendants is focused and narrow, and it criticizes the broad fraud claim advanced in 
Northwest v. Sino-Forest against all the defendants as speculative, provocative, and 
unproductive. 

[200] Relying on McKenna v. Gammon Gold Inc., 2010 ONSC 1591 at para. 49; 
Corfax Benefits Systems Ltd v. Fiducie Desjardins Inc., [1997] O.J. No. 5005 (Gen. 
Div.) at paras. 28-36; Hughes v. Sunbeam Corp. (Canada), [2000] O.J. No. 4595 
(S.C.J.) at paras. 25 and 38; and Toronto-Dominion Bank v. Leigh Instruments Ltd. 
(Frustee of), [1998] O.J. No. 2637 (Gen. Div.) at para. 477, Koskie Minsky and 
Siskinds submit that the speculative fraud action in Northwest v. Sino-Forest is 
improper and would not advance the interests of class members. Further, the task of 
proving that each of some twenty defendants had a fraudulent intent, which will be 
vehemently denied by the defendants, and the costs sanction imposed for pleading and 
not providing fraud make the fraud claim a negative and not a positive feature of 
Northwest v. Sino-Forest. 
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9. Joinder of Defendants 

Smith v. Sino-Forest 

[201] In Smith v. Sino-Forest, the Defendants are: Sino-Forest; seven of its directors 
and officers; namely: Chan, Horsley, Hyde, Mak, Martin, Murray, and Wang; nine 
underwriters; namely, Canaccord, CIBC, Credit Suisse, Dundee, Maison, Merrill, 

0 
RBC, S co t_i a, and T D; and Sino-Forest's two auditors during the Class Period, E 
&Y and-BOO. --·- 0 0 

- -~ --

0 

- ~ --

[202] The Smith v. Sino-Forest Statement of Claim does not join Poyry because 
·Rochon Genova is of the view that the disclaimer clause in Poyry's reports likely 
· insulates it from liability, and Rochon Genova believes that its joinder would be of 
· marginal utility and an unnecessary complication. It submits that joining Poyry would 
add unnecessary expense and delay to the litigation with little corresponding benefit 
because of its jurisdiction and its potential defences. 

Labourers v. Sino-Forest 

[203] In Labourers v. Sino-Forest, the Defendants are the same as in Smith v. Sino
Forest with the additional joinder of Ardell, Bowland, Poon, West, Bane of America, 
Credit Suisse (USA), and Poyry. 

[204] The Labourers v. Sino-Forest action does not join Chen, Ho, Hung, Ip, Maradin, 
Wong, Yeung, Zhao, Credit Suisse (USA), Haywood, Merrill-Fenner, Morgan and 
UBS, which are parties to Northwest v. Sino-Forest. 

[205] Koskie Minsky and Siskinds' explanation for these non-joinders is that the 
activities of the underwriters added to Northwest v. Sino-Forest occurred outside of the 
class period in Labourers v. Sino-Forest and neither Lawrence nor Wong held a position 
with Sino-Forest during the proposed class period and the action against Lawrence's 
Estate is probably statute-barred. (See Waschkowski v. Hopkinson Estate, [2000] O.J. 
No. 470 (C.A.).) 

[206] Wong left Sino-Forest before Part XXIII.l of the Ontario Secul'ities Act came 
into force, and Koskie Minsky and Siskinds submit that proving causation against Wong 
will be difficult in light ofthe numerous alleged misrepresentations since his departure. 
Moreover, the claim against him is likely statute-barred. 

[207] Koskie Minsky and Siskinds submit that Chen, Maradin, and Zhao did not have 
statutory duties and allegations that they owed common law duties will just lead to 
motions to strike that hinder the progress of an action. 

[208] Further, Koskie Minsky and Siskinds submit that it is not advisable to assert 
claims of fraud against all defendants, which pleading may raise issues for insurers that 
potentially put available coverage and thus collection for plaintiffs at risk. 

[209] Kim Orr submits that it is a mistake in Labourers v. Sino-Forest, which is 
connected to the late start date for the class period, which Kim Orr also regards as a 
mistake, that those underwriters that may be liable and who may have insurance to 
indemnifY them for their liability, have been left out of Labourers v. Sino-Forest. 
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Northwest v. Sino-Forest 

[210] In Northwest v. Sino-Forest, with one exception, the defendants are the same as 
in Labourers v. Sino-Forest with the additional joinder of various officers of Sino
Forest; namely: Chen, Ho, Hung, Ip, The Estate of John Lawrence, Maradin, Wong, 
Yeung, and Zhao; the joinder of Poyry Forest and JP Management; and the joinder of 
more underwriters; namely: Haywood, Merrill- Fenner, Morgan, and UBS. 

[211] The one exception where Northwest v. Sino-Forest does not join a defendant 
found in Labourers v. Sino-Forest is Bane of America. 

[212] Kim Orr's submits that its joinder of all defendants who might arguably bear 
some responsibility for the loss is a positive feature of its proposed class action because 
the precarious financial situation of Sino-Forest makes it in the best interests of the class 
members that they be provided access to all appropriate routes to compensation. It 
strongly denies Koskie Minsky and Siskinds' allegation that Northwest v. Sino-Forest 
takes a "shot-gun" and injudicious approach by joining defendants that will just 
complicate matters and increase costs and delay. 

[213] Kim Orr submits that Rochon Genova has no good reason for not adding Poyry, 
Poyry Forest, and JP Management as defendants to Smith v. Sino-Forest and that Koskie 
Minsky and Siskinds have no good reason in Labourers v. Sino-Forest for suing Poyry 
but not also suing its associated companies, all of whom are exposed to liability and 
may be sources of compensation for class members. 

[214] While not putting it in my blunt terms, Kim Orr submits, in effect, that Koskie 
Minsky and Siskinds' omission of the additional defendants is just laziness under the 
guise of feigning a concern for avoiding delay and unnecessarily complicating an 
already complex proceeding. 

10. Causes of Action 

Smith v. Sino-Forest 

[215] In Smith v. Sino-Forest, the causes of action advanced by Mr. Smith on behalf of 
the class members are: 

• misrepresentation in a prospectus under Part XXIII of the Ontario Securities Act 

• negligent, reckless, or fraudulent misrepresentation 

• subject to leave being granted, misrepresentation in secondary market disclosure 
under Part XXIII.l of the Ontario Securities Act and, if necessary, equivalent 
provincial legislation 

Labourers v. Sino-Forest 

[216] In Labourers v. Sino-Forest, the causes of action advanced by various 
combinations of plaintiffs against various combinations of defendants are: 

• misrepresentation in a prospectus under Part XXIII of the Ontario Securities Act 

• negligent misrepresentation 
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• negligence 

• subject to leave being granted misrepresentation in secondary market disclosure 
under Part XXIII. I of the Ontario Securities Act and, if necessary, equivalent 
provincial legislation 

• conspiracy 

• unjust enrichffienc 

• oppression remedy. 

[217] Kim Orr submits that the unjust enrichment claims and oppression remedy 
claims seemed to be based on and add little to the misrepresentation causes of action. It 
concedes that the conspiracy action may be a tenable claim but submits that its 
connection to the disclosure issues that comprise the nucleus of the litigation is unclear. 

Northwest v. Sino-Forest 

[218] In Northwest v. Sino-Forest, the causes of action are: 

• misrepresentation in a prospectus in violation of Part XXIII the Ontario 
Securities Act 

• misrepresentation in an offering memorandum in violation of Part XXIII the 
Ontario Securities Act 

• negligent misrepresentation 

• fraudulent misrepresentation 

• negligence 

• subject to leave being granted misrepresentation in secondary market disclosure 
under Part XXIII. I of the Ontario Securities Act and, if necessary, equivalent 
provincial legislation 

[219] The following chart is helpful in comparing and contrasting the joinder of 
various causes of action and the joinder of defendants in Smith v. Sino-Forest, 
Labourers v. Sino-Forest and Northwest v. Sino-Forest. 

Cause of Action Smith v. Sino-Forest, Labourers v. Sino-Forest, Northwest v. Sino-Forest, 
Part XXIII of the Ontario Sino-Forest, Chan, Horsley, Sino-Forest, Chan, Sino-Forest, Ardell, 
Securities Act- primary Hyde, Mak, Horsley. Hyde, Mak, Bowland, Chan Horsley, 
market shares Martin, Murray, Wang, Martin, Murray, Poon, Hyde, Mak, Martin, 

Canaccord, CIBC, Credit Wang, Canaccord, CIBC, Murray, Poon, Wang, West, 
Suisse, Dundee, Maison, Credit Suisse, Dundee, Canaccord, CIBC Credit 
Merrill, RBC, Scotia, TO, Maison, Merrill, RBC, Suisse, Credit Suisse 
E&Y, BOO Scotia, TD, E&Y, BOO, (USA), Dundee, Haywood, 

POyry Maison, Merrill, Merrill-
Fenner 
Morgan, RBC,Scotia, 
TO, UBS, E&Y, BOO, 
POyry, POyry Forest, JP 
Management 
[for June 2009 and Dec. 
2009 prospectus] 

Part XXIII of the Ontario Sino-Forest Sino-Forest 
Securities Act- prim"'Y_ _[two bond issues] [six bond issues] 
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market bonds 
Negligent misrepresentation Sino-Forest, Chan, Sino-Forest, Chan, Horsley, 
- primary market shares Horsley, Hyde, Male, Hyde. Mak, 

Martin. Murray. Wang, Martin. Murray, Poon, 
E&Y,BDO Wang, Canaccord, CIBC, 

Credit Suisse. Dundee, 
Maison, Merrill, RBC, 
Scotia. TD, E&Y, BOO, 
POyry 

Negligent misrepresentation Sino-Forest, E&Y, BDO 
- primary market bonds 

Negligence- primary Sino-Forest. Chan, Hyde. 
market shares Horsley, Mak, Martin, 

Murray, Poon, Wang. E 
&Y. BDO, ClBC, 
Canaccord, Credit Suisse, 
Dundee, Maison, Merrill, 
RBC. Scotia, TO POvrv. 

Negligence- primary Sino-Forest, E&Y, 
market bonds BDO, Bane of America, 

Credit Suisse USA. TD 
Negligence 

Professional Negligence 

Sino-Forest, Ardell. 
Bowland. Chan, Horsley, 
Hyde, Mak, Martin. 
Murray, Poon. Wang. West. 
Chen. Ho. Hung, lp, 
Lawrence Estate, Maradin, 
Wong. Yeung. Zhao. 
Canaccord. CIBC, Credit 
Suisse, Credit Suisse 
(USA), Dundee. Haywood, 
Maison, Merrill. Merrill-
Fenner. 
Morgan, RBC, Scotia, 
TD, UBS. E&Y. BDO, 
POyry, Poyry Forest. JP 
Management, 
Sino-Forest, Ardell, 
Bowland. Chan. Horsley. 
Hyde. Male, Martin, 
Murray, Poon, Wang. West, 
Chen. Ho. Hung. lp, 
Lawrence Estate. Maradin, 
Wong, Yeung, Zhao. 
Canaccord. CIBC, 
Credit Suisse. Credit Suisse 
(USA), Dundee. 
Haywood. Maison. 
Merrill. Merriii-Fenner. 
Morgan, RBC, Scotia. 
TD, UBS, E&Y. 
BOO, POyry, Poyry Forest, 
JP Manai!ement 
[see negligence, 
professional negligence] 

[See negligence, 
professional negligence] 

Sino-Forest. Ardell. 
Bowland, Chan, Horsley, 
Hyde, Mak, Martin, 
Murray, Poon, Wang, West, 
Chen. Ho. Hung, lp, 
Lawrence Estate, Maradin, 
Wong, Yeung, Zhao, 
Canaccord, CIBC. 
Credit Suisse, Credit Suisse 
(USA), Dundee. 
Haywood. Maison, Merrill. 
Merriii:Fenner. 
Morgan, RBC. Scotia, 
TD. UBS, E&Y. BOO. 
Poyry, Poyry Forest, JP 
Management 
Canaccord, CJBC, Credit 
Suisse, Credit Suisse 
(USA), Dundee. Haywood, 
Maison, 
Merrill, Merrill-Fenner, 
Morgan, RBC, Scotia, 
TD, UBS, E&Y, BOO, 
POyry, POyry Forest, JP 
Management 
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I Part XXIII. I of the Ontario Sino-Forest, Chan, Sino-Forest, Ardell, 
Securities Act- secondary Horsley, Hyde, Mak, Bowland, Chan, Hyde , 
market shares Martin, Murray, Wang, Horsley. Mak, Martin. 

E&Y, BOO Murray, Poon , Wang, 

I 
West, E &Y, BOO, 
POyry 

I 
Part XXlll.l of the Ontario Sino-Forest, Ardell, 
Securities Act- secondary Bowland, Chan, Hyde , I 
market bonds Horsley, Mak, Martin, 

Murray, Poon, Wang, 

I 
West, E &Y, BOO, POyry 

I 
Negligent misrepresentation Sino-Forest, Chan, Horsley, Sino-Forest, Ardell, 
- secondary market shares Hyde, Mak, Bowland, Chan, Horsley, I 

Martin, Murray, Wang, Hyde, Mak, Martin, 
E&Y, BOO Murray, Poon, Wang, 

E&Y, BOO, POyry I 
I 
I Negligent misrepresentation Sino-Forest, Ardell, 

- secondary market bonds Bowland, Chan, Horsley, 
Hyde, Mak, Martin. 
Murray, Poon, Wang, 
E&Y, BOO, Poyry I 

I 
I 

Negligence - secondary Sino-Forest, Chan. Horsley, 
market shares Hyde, Mak, 

Martin, Murray, Poon, 
Wang, Canaccord, ClBC, I 

I 
I 

Sino-Forest, Ardell, 
Bowland, Chan, Horsley, 
Hyde, Mak. Martin, 
Murray, Poon, Wang, West, 
Chen, Ho, Hung, lp, 
Lawrence Estate, Maradin, 
Wong, Yeung, Zhao, 
Canaccord, 
ClBC, Credit Suisse, 
Credit Suisse (USA), 
Dundee, Haywood, Maison, 
Merrill, Merriii-Fenner, 
Morgan, RBC,Scotia, TD, 
UBS, E&Y, BOO, POyry, 
POyry Forest, JP 
Management 
Sino-Forest, Ardell, 
Bowland, Chan, Horsley, 
Hyde, Mak, Martin, 
Murray, Poon, Wang, West, 
Chen, Ho, Hung, lp, 
Lawrence Estate, Maradin, 
Wong, Yeung, Zhao, 
Canaccord, CIBC, 
Credit Suisse, Credit Suisse 
(USA), Dundee, 
Haywood, Maison, Merrill, 
Merrill-Fenner, 
Morgan, RBC, Scotia, 
TD, UBS, E&Y, BOO, 
POyry, POyry Forest, JP 
Management 
Sino-Forest, Ardell, 
Bowland, Chan, Horsley, 
Hyde, Mak, Martin, 
Murray, Poon, Wang, West, 
Chen, Ho, Hung, lp, 
Lawrence Estate, Maradin, 
Wong, Yeung, Zhao, 
Canaccord, CIBC, 
Credit Suisse, Credit Suisse 
(USA), Dundee, 
Haywood, Maison, 
Merrill, Merrill-Fenner, 
Morgan, RBC, Scotia, TD, 
UBS, E&Y, BOO, POyry, 
POyry Forest, JP 
Management 
Sino-Forest, Ardell, 
Bowland, Chan. Horsley, 
Hyde, Mak, Martin, 
Murray, Poon, Wang, West, 
Chen. Ho, Hung, lp, 
Lawrence Estate, Maradin, 
Wong, Yeung, Zhao, 
Canaccord, C!BC, 
Credit Suisse, Credit Suisse 
(USA), Dundee, 
Haywood, Maison, Merrill, 
Merrill-Fenner, 
Morgan, RBC, Scotia, 
TO, UBS, E&Y, · 
BOO, POyry, POyry Forest, 
JP Management 
[see neg I igence, 
professional negligence] 

21)() 
~- 7 

::i 
c 
ro 
2. ... 
N 

u 
(f) 
z 
0 
N ,.... 
0 
N 



37 

Credit Suisse, Dundee, 
Maison, Merrill, RBC, 
Scotia. TO, E&Y, BOO, 
POyry 

Conspiracy Sino-Forest, Chan, Horsley, 
Poon, 

Fraudulent Sino-Forest, Ardell, 
Misrepresentation - Bonds, Bowland, Chan, Horsley, 
shares Hyde, Mak, Martin, 

Murray, Poon, Wang, West, 
Chen, Ho, Hung, lp, 
Lawrence Estate, Maradin, 
Wong, Yeung, Zhao, 
Canaccord. CIBC, Credit 
Suisse, Credit Suisse 
(USA), Dundee, Haywood, 
Maison, Merrill, Merrill-
Fenner, Morgan, RBC, 
Scotia, TD,UBS, E&Y. 
BOO. Poyry, POyry Forest, 
JP Management 

Unjust Enrichment Chan, Horsley. Mak, 
Martin, Murray, Poon, 

un·ust Enrichment Sino-Forest, 
Unjust Enrichment Bane of America, 

Canaccord, CIBC, Credit 
Suisse, Credit Suisse USA, 
Dundee, Maison, 
Merrill, RBC, Scotia, 
TO 

Oppression Remedy Sino-Forest, Chan, Horsley, 
Hyde, Mak, Manin, 
Murray, Poon, 
Wang 

11. The Plaintiff and Defendant Correlation 

[220] In class actions in Ontario, for every named defendant there must be a named 
plaintiff with a cause of action against that defendant: Ragoonanan v. Imperial Tobacco 
Canada Ltd, [2000] OJ. No. 4597 (S.CJ.) at para. 55 (S.C.J.); Hughes v. Sunbeam 
Corp. (Canada) (2002), 61 O.R. (3d) 433 (C.A.) at para. 18. 

[221] As an application ofthe Ragoonanan rule, a purchaser in the secondary market 
cannot be the representative plaintiff for a class member who purchased in the primary 
market: Menegon v. Philip Services Corp., [2001] OJ. No. 5547 (S.CJ.) at paras. 28-30 
affd [2003] O.J. No. 8 (C.A.). 

[222] Where the class includes non-resident class members, they must be represented 
by a representative plaintiff that is a non-resident: McKenna v. Gammon Gold Inc., 2010 
ONSC 1591 at paras. 109, 117 and 184; Currie v. McDonald's Restaurants ofCanada 
Ltd (2005), 74 O.R. (3d) 321 at para. 30 (C.A.). 

[223] Koskie Minsky and Siskinds submit that Labourers v. Sino-Forest has no 
Ragoonanan problems. However, they submit that the other actions have problems. For 
example, until Mr. Collins volunteered, there was no representative plaintiff in Smith v. 
Sino-Forest who had purchased shares in the primary market, and at this juncture, it is 
not clear that Mr. Collins purchased in all of the primary market distributions. Mr. 
Smith and Mr. Collins may have timing-of-purchase issues. Mr. Smith made purchases 

230 

:J 
c 
Cll 

2.. 
'<t 
N 

u 
(/) 

z 
0 
N ..... 
0 
N 

I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

38 

during periods when some of the Defendants were not involved; viz. BOO, Canaccord 
CIBC, Credit Suisse, Dundee, Maison, Merrill, RBC, Scotia, and TO. 

[224] Koskie Minsky and Siskinds submit that none ofthe representative plaintiffs in 
Northwest v. Sino-Forest purchased notes in the primary market for the 2007 prospectus 
offering and that the plaintiffs in Northwest may have timing issues with respect to their 
claims against Wong, Lawrence, JP Management, UBS, Haywood and Morgan. 

~[225] Rochon~ Genova's and Kim Orr' s-response -is that -there -are no Ragoonanan 
problems or no irremediable Ragoonanan problems. 

12. Prospects of Certification 

[226] Koskie Minsky and Siskinds framed part of their argument in favour of their 
being selected for carriage in terms of the comparative prospects of certification of the 
rival actions. They submitted that Labourers v. Sino-Forest was carefully designed to 
avoid the typical road blocks placed by defendants on the route to certification and to 
avoid inefficiencies and unproductive claims or claims that on a cost-benefit analysis 
would not be in the interests of the class to pursue. One of the typical roadblocks that 
they referred to was challenges to the jurisdiction of the Ontario Court over foreign 
class members and foreign defendants who have not attorned to the Ontario Superior 
Court of Justice's territorial jurisdiction. 

[227] Koskie Minsky and Siskinds submitted that their representative plaintiffs focus 
their claims on a single misrepresentation to avoid the pitfalls of seeking to certify a 
negligent misrepresentation claim with multiple misrepresentations over a long period 
of time. Such a claim apparently falls into a pit because it is often not certified. Koskie 
Minsky and Siskinds say it is better to craft a claim that has higher prospects of 
certification and leave some claims behind. They submit that the Supreme Court of 
Canada accepted that a representative plaintiff is entitled to restrict their causes of 
action to make their claims more amenable to class proceedings: Rumley v. British 
Columbia, [2001] 3 S.C.R. 184 at para. 30. 

[228] Although Smith v. Sino-Forest is even more focused that Labourers v. Sino
Forest, Koskie Minsky and Siskinds still submit that their approach is better because 
Smith v. Sino-Forest goes too far in cutting out the bondholders' claims and then losses 
focus by extending its claims beyond the release of the Muddy Waters Report. 

[229] In any event, Koskie Minsky and Siskinds submit that Labourers v. Sino-Forest 
is better because the named plaintiffs are able to advance statutory and common law 
claims against all of the named defendants, which arguably is not the case for the 
plaintiffs in the other actions, who may have Ragoonanan problems or no tenable 
claims against some of the named defendants. Further, Labourers arguably is better 
because of a more focussed approach to maximize class recovery while avoiding the 
costs and delays inevitably linked with motions to strike. 

[230] Kim Orr submits that its more comprehensive approach, where there are more 
defendant parties and expansive tort claims, is preferable to Labourers v. Sino-Forest 
and Smith v. Sino-Forest. Kim Orr submits that it does not shirk asserting claims 
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because they may be difficult to litigate and it does not abandon class members who 
may not be assured of success or who comprise a small portion of the class. 

[231] Kim Orr submits that Northwest v. Sino-Forest is comprehensive and also 
cohesive and corresponds to the factual reality. It submits that the theories of the 
competing actions do not capture the wrongdoing at Sino-Forest for which many are 
culpable and who should be held responsible. It submits that its approach will meet the 
challenges of certification and yield an optimum recovery for the class. 

[232] Rochon Genova submits that Smith v. Sino-Forest is much more cohesive that 
the other actions. It submits that the more expansive class definitions and causes of 
action in Labourers v. Sino-Forest and Northwest v. Sino-Forest will present serious 
difficulties relating to manageability, preferability, and potential conflicts of interest 
amongst class members that are not present in Smith v. Sino-Forest. Rochon Genova 
submits that it has developed a solid, straightforward theory of the case and made a 
great deal of progress in unearthing proof of Sino-Forest's wrongdoing. 

G. CARRIAGE ORDER 

1. Introduction 

(233] With the explanation that follows, I stay Smith v. Sino-Forest and Northwest v. 
Sino-Forest, and I award carriage to Koskie Minsky and Siskinds in Labourers v. Sino
Forest. In the race for carriage of an action against Sino-Forest, I would have ranked 
Rochon Genova second and Kim Orr third. 

(234] This is not an easy decision to make because class members would probably be 
well served by any of the rival law firms. Success in a carriage motion does not 
determine which is the best law firm, it determines that having regard to the interests of 
the plaintiffs and class members, to what is fair to the defendants, and to the policies 
that underlie the class actions regime, there is a constellation of factors that favours 
selecting one firm or group of firms as the best choice for a particular class action. 

[235] Having regard to the constellation of factors, in the circumstances of this case, 
several factors are neutral or non-determinative of the choice for carriage. In this group 
are: (a) attributes of class counsel; (b) retainer, legal, and forensic resources; (c) 
funding; (d) conflicts of interest; and (e) the plaintiff and defendant correlation. 

[236] In the case at bar, the determinative factors are: definition of class membership, 
definition of class period, theory of the case, causes of action, joinder of defendants, and 
prospects of certification. 

[237] Of the determinative factors, the attributes of the representative plaintiffs is a 
standalone factor. The other determinative factors are interrelated and concern the rival 
conceptualizations of what kind of class action would best serve the class members' 
need for access to justice and the policies of fairness to. defendants, behaviour 
modification, and judicial economy. 
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[238] Below, I will first discuss the neutral or non-determinative factors. Then, I will 
discuss the determinative factors. After discussing the attributes of the representative 
plaintiffs, I will discuss the related factors in two groups. One group of related factors 
is about class membership, and the second group of factors is about the claims against 
the defendants. 

2. Neutral or Non-Determinative Factors 

(a) Attributes of Class Counsel 

[239] In the circumstances of the cases at bar, the attributes of the competing law firms 
along with their associations with prestigious and prominent American class action 
firms is not determinative of carriage, since there is little difference among the rivals 
about their suitability for bringing a proposed class action against Sino-Forest. 

[240] With respect to the attributes of the law firms, although one might have thought 
that Mr. Spencer's call to the bar would diminish the risk, Koskie and Minsky and 
Siskinds, particularly Siskinds, raised a question about whether Milberg might cross the 
line of what legal services a foreign law firm may provide to the Ontario lawyers who 
are the lawyers of record, and Siskinds alluded to the spectre of violations of the rules of 
professional conduct and perhaps the evil of champerty and maintenance. It suggested 
that it was unfair to class members to have to bear this risk associated with the 
involvement of Milberg. 

[241] However, at this juncture, I have no reason to believe that any of the competing 
law firms, all ofwhich have associations with notable American class action firms, will . 
shirk their responsibilities to control the litigation and not to condone breaches of the 
rules of professional conduct or tortious conduct. 

(b) Retainer, Legal, and Forensic Resources 

[242] The circumstances of the retainers and the initiative shown by the law firms and 
their efforts and resources expended by them are also not determinative factors in 
deciding the carriage motions in the case at bar, although it is an enormous shame that it 
may not be possible to share the fruits of these efforts once carriage is granted to one 
action and not the others. 

[243] As I have already noted above, the aggregate expenditure to develop the tactical 
and strategic plans for litigation not including the costs of preparing for the carriage 
motion are approximately $2 million. It seems that this effort by the respective law 
firms has been fruitful and productive. All of the law firms claim that their respective 
efforts have yielded valuable information to advance a claim against Sino-Forest and 
others. 

[244] All · of the law firms were quickly out of the starting blocks to initiate 
investigations about the prospects and merits of a class action against Sino-Forest. For 
different reasonable reasons, the statements of claim were filed at different times. 

233 



41 

[245] In the case at bar, I do not regard the priority of the commencement of the 
actions as a meaningful factor, given that from the publication of the Muddy Waters 
Report, all the firms responded immediately to explore the merits of a class action and 
given that all the firms plan to amend their original pleadings that commenced the 
actions. In any event, I do not think that a carriage motion should be regarded as some 
sort of take home exam where the competing Jaw firms have a deadline for delivering a 
statement of claim, else marks be deducted. 

(c) Funding 

[246] In my opinion, another non-determinative factor is the circumstances that: (a) 
the representative plaintiffs in Labourers v. Sino-Forest may apply for court approval 
for third-party funding; (b) the plaintiffs in Northwest v. Sino-Forest may apply for 
court approval for third-party funding or they may apply to the Class Proceedings Fund 
to be protected from an adverse costs award; (c) Messrs. Smith and Collins in Smith v. 
Sino-Forest may apply to the Class Proceedings Fund to be protected from an adverse 
costs award; and (d) each of the law firms have respectively undertaken with their 
respective clients to indemnify them from an adverse costs award. 

[247] In the future, the court or the Ontario Law Foundation may have to deal with the 
funding requests, but for present purposes, I do not see how these prospects should 
make a difference to deciding carriage, although I will have something more to say 
below about the significance of the state of affairs that clients with the resources of 
Labourers' Fund, Operating Engineers Fund, Sjunde AP-Fonden, BC Investment, 
Batirente, and Northwest would seek an indemnity from their respective class counsel. 

[248] In any event, in my opinion, standing alone, the funding situation is not a 
determinative factor to carriage, although it may be relevant to other factors that are 
discussed below. 

(d) Conflicts oflnterest 

[249] In the circumstances of the case at bar, I also do not regard conflicts of interest 
as a determinative factor. 

[250] I do not see how the fact that Northwest, Batirente, and BC Investments made 
their investments on behalf of others and allegedly suffered no losses themselves creates 
a conflict of interest. It appears to me that they have the same fiduciary responsibilities 
to their members as do Labourers' Fund, Operating Engineers Fund, Sjunde AP
Fonden, and Healthcare Manitoba. 

[251] Northwest, Batirente, and BC Investments were the investors in the securities of 
Sino-Forest and although there may be equitable or beneficial owners, under the 
common Jaw, they suffered the losses, just like the other investors in Sino-Forest 
securities suffered losses. The fact that Northwest, Batirente, and BC Investments held 
the investments in trust for their members does not change the reality that they suffered 
the losses. 
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[252] It is alleged that Northwest, Batirente, and BC Investments, who were involved 
in corporate governance matters associated with Sino-Forest, failed to properly evaluate 
the risks of investing in Sino-Forest. Based on these allegations, it is summited that they 
have a conflict of interest. I disagree 

[253] Having regard to the main allegation being that Sino-Forest was engaged in a 
corporate shell game that deceived everyone, it strikes me that it is almost a spuriously 
spe(!ull,l.t~ve Alleg~tjQp ~9~ bl~I!le~~otl).e~ vi~tim~ ~ beit:!g ~t f~ulLBPwev~r, ~vepjf 1he ~ 
allegation is true, the other class members have no claim against Northwest, Batirente, 
and BC Investments. If there were a claim, it would be by the members of Northwest, 
Batirente, and BC Investments, who are not members of the class suing Sino-Forest. 
The actual class members have no claim against Northwest, Batirente, and BC 
Investments but have a common interest in pursuing Sino-Forest and the other 
defendants. 

(254] Further, it is arguable that Koskie Minsky and Siskinds are incorrect in 
suggesting that in Comite syndical national de retraite Bdtirente inc. c. Societe 
financiere Manuvie, 20 II QCCS 3446, the Superior Court of Quebec disqualified 
Biiti:rente as a representative plaintiff because there might be an issue about Batirente' s 
investment decisions. 

[255] It appears to me that Justice Soldevida did not appoint Batirente as a 
representative plaintiff for a different reason. The action in Quebec was a class action. 
There were some similarities to the case at bar, insofar as it was an action against a 
corporation, Manulife, and its officers and directors for misrepresentations and failure to 
fulfill disclosure obligations under securities law. In that action, the personal knowledge 
of the investors was a factor in their claims against Manulife, and Justice Soldevida felt 
that sophisticated investors, like Batirente, could not be treated on the same footing as 
the average investor. It was in that context that she concluded that there was an 
appearance of a conflict of interest between Batirente and the class members. 

[256] In the case at bar, however, particularly for the statutory claims where reliance is 
presumed, there is no reason to differentiate the average investors from the sophisticated 
ones. I also do not see how the difference between sophisticated and average investors 
would matter except perhaps at individual issues trials, where reasonable reliance might 
be an issue, if the matter ever gets that far. 

[257] Another alleged conflict concerns the facts that BOO Canada, which is not a 
defendant, is the auditor of Labourers' Fund, and Koskie Minsky and BOO Canada 
have worked together on several matters. These circumstances are not conflicts of 
interest. There is no reason to think that Labourers' Fund and Koskie Minsky are going 
to pull their punches against BOO or would have any reason to do so. 

[258] Finally, turning to the major alleged conflict between the bondholders and the 
shareholders, speaking generally, the alleged conflicts of interest between the 
bondholders that invested in Sino-Forest and the shareholders that invested in Sino
Forest arise because the bondholqers have a cause of action in debt in addition to their 
causes of action based in tort or statutory misrepresentation claims, while, in contrast, 
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the shareholders have only statutory and common law claims based in 
misrepresentation. 

[259] There is, however, within the context of the class action, n·o conflict of interest. 
In the class action, only the misrepresentation claims are being advanced, and there is 
no conflict between the bondholders and the shareholders in advancing these claims. 
Both the bondholders and the shareholders seek to prove that they were deceived in 
purchasing or holding on to their Sino-Forest securities. That the Defendants may have 
defences associated with the terms of the bonds is a problem for the bondholders but it 
does not place them in a conflict with shareholders not confronted with those special 
defences. 

[260] Assuming that the bondholders and shareholders succeed or are offered a 
settlement, there might be a disagreement between them about how the judgment or 
settlement proceeds should be distributed, but that conflict, which at this juncture is 
speculative, can be addressed now or later by constituting the bondholders as a subclass 
and by the court's supervisory role in approving settlements under the Class 
Proceedings Act, 1992. 

[261] If there are bondholders that wish only to pursue their debt claims or who wish 
not to pursue any claim against Sino-Force or who wish to have the bond trustee pursue 
only the debt claims, these bondholders may opt out of the class proceeding assuming it 
is certified. 

[262] If there is a bankruptcy of Sino-Forest, then in the bankruptcy, the position of 
the shareholders as owners of equity is different than the position of the bondholders as 
secured creditors, but that is a natural course of a bankruptcy. That there are creditors' 
priorities, outside of the class action, does not mean that, within the class action, where 
the bondholders and the shareholders both claim damages, i.e., unsecured claims, there 
is a conflict of interest. 

[263] The alleged conflict in the case at bar is different from the genuine conflict of 
interest that was identified in Settington v. Merck Frost Canada Ltd., [2006] O.J. No. 
379 (S.C.J.), where, for several reasons, the Merchant Law Firm was not granted 
carriage or permitted to be part of the consortium granted carriage in a pharmaceutical 
products liability class action against Merck. 

[264] In Settington, one ground for disqualification was that the Merchant Law firm 
was counsel in a securities class action for different plaintiffs suing Merck for an 
unsecured claim. If the securities class action claim was successful, then the prospects 
of an unsecured recovery in the products liability class action might be imperiled. In the 
case at bar, however, within the class action, the bondholders are not pursuing a 
different cause of action from the shareholders; both are unsecured creditors for the 
purposes of their damages' claims arising from misrepresentation. If, in other 
proceedings, the bondholders or their trustee successfully pursue recovery in debt, then 
the threat to the prospects of recovery by the shareholders arises in the normal way that 
debt instruments have priority over equity instruments, which is a normal risk for 
shareholders. 
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[265] Put shortly, although the analysis may not be easy, there are no conflicts of 
interest between the bondholders and the shareholders within the class action that 
cannot be handled by establishing a subclass for bondholders at the time of certification 
or at the time a settlement is contemplated. 

(e) The Plaintiff and Defendant Correlation 

[266J In Ragoonanan ~v. Imperial Tobacco Canada £td., (2000), 51 O:R. (3d) 603' 
(S.C.J.), in a proposed products liability class action, Mr. Ragoonanan sued Imperial 
Tobacco, Rothmans, and JTI-MacDonald, all cigarette manufacturers. He alleged that 
the manufacturers had negligently designed their cigarettes by failing to make them 
"fire 'Safe." Mr. Ragoonanan's particular claim was against Imperial Tobacco, which 
was the manufacturer of the cigarette that allegedly caused harm to him when it was the 
cause of a fire at Mr. Ragoonanan's home. Mr. Ragoonanan did not have a claim against 
Rothmans or JTI-MacDonald. 

[267] In Ragoonanan, Justice Cumming established the principle in Ontario class 
action law that there cannot be a cause of action against a defendant without a plaintiff 
who has that cause of action. Rather, there must be for every named defendant, a named 
plaintiff with a cause of action against that defendant. The Ragoonanan principle was 
expressly endorsed by the Court of Appeal in Hughes v. Sunbeam Corp. (Canada) Ltd. 
(2002), 61 O.R. (3de) 433 (C.A.) at paras. 13"18, leave to appeal to S.C.C. ref'd (2003), 
224 D.L.R. (4th) vii. 

[268] It should be noted, however, that in Ragoonanan, Justice Cumming did not say 
that there must be for every separate cause of action against a riamed defendant, a 
named plaintiff. In other words, he did not say that if some class members had cause of 
action A against defendant X and other class members had cause of action B against 
defendant X that it was necessary that there be a named representative plaintiff for both 
the cause of action A v. X and for the cause of action B v. X. It was arguable that if the 
representative plaintiff had a claim against X, then he or she could represent others with 
the same or different claims against X. 

[269] Thus, there is room for a debate about the scope of the Ragoonanan principle, 
and, indeed, it has been applied in the narrow way, just suggested. Provided that the 
representative plaintiff has his or her own cause of action, the representative plaintiff 
can assert a cause of action against a defendant on behalf of other class members that he 
or she does not assert personally, provided that the causes of action all share a common 
issue of law or offact: Boulanger v. Johnson & Johnson Corp., [2002] O.J. No. 1075 
(S.C.J.) at para. 22, leave to appeal granted, [2002] O.J. No. 2135 (S.C.J.), varied 
(2003), 64 O.R. (3d) 208 (Div. Ct.) at paras. 41, 48, varied [2003] O.J. No. 2218 (C.A.); 
Healey v. Lakeridge Health Corp., [2006] 0.1. No. 4277 (S.C.J.); Matoni v. C.B.S. 
Interactive Multimedia Inc., [2008] 0.1. No. 197 (S.C.J.) at paras. 71-77; Voutour v. 
Pfizer Canada Inc., [2008] 0.1. No. 3070 (S.C.J.); Dobbie v. Arctic Glacier Income 
Fund, 2011 ONSC 25 at para. 37. Thus, a representative plaintiff with damages for 
personal injury can claim in respect of dependents with derivative claims provided that 
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the statutes that create the derivative causes of action are properly pleaded: Voutour v. 
Pfizer Canada Inc., supra; Boulanger v. Johnson & Johnson Corp., supra. 

[270] As noted above, in the case at bar, Koskie Minsky and Siskinds submit that 
Labourers v. Sino-Forest has no problem with the Ragoonanan principle and that Smith 
v. Sino-Forest and especially the more elaborate Northwest v. Sino-Forest confront 
Ragoonanan problems. 

[271] For the purposes of this carriage motion, I do not feel it is necessary to do an 
analysis about the extent to which any of the rival actions are compliant with 
Ragoonanan. · 

[272] The Ragoonanan problem is often easy to fix. The emergence of Mr. Collins in 
Smith v. Sino-Forest to sue for the primary market shareholders is an example, 
assuming that Mr. Smith's own claims against the defendants do not satisfY the 
Ragoonanan principle. Therefore, I do not regard the plaintiff and defendant correlation 
as a determinative factor in determining carriage. 

[273] It is also convenient here to add that I do not see the spectre of challenges to the 
Superior Court's jurisdiction over foreign class members or over the foreign defendants 
are a determinative factor to picking one action over another. It may be that Northwest 
v. Sino-Forest has the potential to attract more jurisdictional chall.enges but standing 
alone that potential is not a reason for disqualifying Northwest v. Sino-Forest. 

3. Determinative Factors 

(a) Attributes of the Proposed Representative Plaintiffs 

[274] I turn now to the determinative factors that lead me to the conclusion that 
carriage should be granted to Koskie Minsky and Siskinds in Labourers v. Sino-Forest. 

[275] The one determinative factor that stands alone is the characteristics of the 
candidates for representative plaintiff. In the case at bar, this is a troublesome and 
maybe a profound determinative factor. 

[276] Kim Orr extolled the virtues of having its clients, Northwest, Batirente and BC 
Investments, which collectively manage $92 billion in assets, as candidates to be 
representative plaintiffs. 

[277] Similarly, Koskie Minsky and Siskinds extolled the virtues of having Labourers' 
Fund, Operating Engineers Fund, and Sjunde AP-Fonden as candidates for 
representative plaintiff, along with the support of major class member Healthcare 
Manitoba. Together, these parties to Labourers v. Sino-Forest collectively manage 
$23.2 billion in assets. As noted above, Koskie Minsky and Siskinds submitted that 
their clients were not tainted by involving themselves in the governance oversight of 
Sino-Forest, which had been lauded as a positive factor by Kim Orr. 

[278] As I have already discussed above in the context of the discussion about 
conflicts of interest, I do not regard Batirente's, and Northwest's interest in corporate 
governance generally or its particular efforts to oversee Sino~Forest as a negative factor. 
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[279] However, what may be a negative factor and what is the signature attribute of all 
of these candidates for representative plaintiff is that it is hard to believe that given their 
financial heft, they need the Class Proceedings Act, 199 2 for access to justice or to level 
the litigation playing field or that they need an indemnity to protect them from exposure 
to an adverse costs award. 

[280] Although these candidates for representative plaintiff would seem to have 
adequate resources to litigate, they seem to be seeking to use a class action as a means 
to secure· an indemnity~ from ~class counsel-ora ~third-party funder for ariy exposure to 
costs. If they are genuinely serious about pursuing the defendants to obtain 
compensation for their respectiv:e members, they would also seem to be prime 
candidates to opt out of the class proceeding ifthey are not selected as a representative 
plaintiff. 

[281] Mr. Rochon neatly argued that the class proceedings regime was designed for 
litigants like Mr. Smith not litigants like Labourers Trust or Northwest. He referred to 
the Private Securities Litigation Reform Act of 1995, legislation in the United States that 
was designed to encourage large institutions to participate in securities class actions by 
awarding them leadership of securities actions under what is known as a "leadership 
order". He told me that the policy behind this legislation was to discourage what are 
known as "strike suits;" namely, meritless securities class actions brought by 
opportunistic entrepreneurial attorneys to obtain very remunerative nuisance value 
payments from the defendants to settle non-meritorious claims. 

[282] I was told that the American legislators thought that appointing a lead plaintiff 
on the basis of financial interest would ensure that institutional plaintiffs with expertise 
in the securities market and real financial interests in the integrity of the market would 
control the litigation, not lawyers. See: LaSala v. Bordier et CJE, 519 F .3d 121 (U.S. Ct 
App (3rd Cir)) (2008) at p, 128; Taft v. Ackermans, (2003), F.Supp.2d, 2003 WL 402789 
at 1,2, D.H. Webber, "The Plight of the Individual Investor in Securities Class Actions" 
(2010) NYU Law and Economics Working Papers, paper 216 at p. 7. 

[283] Mr. Rochon pointed out that the litigation environment is different in Canada · 
and Ontario and that the provinces have taken a different approach to controlling strike 
suits. Control is established generally by requiring that a proposed class action go 
through a certification process and by requiring a fairness hearing for any settlements, 
and in the securities field, control is established by requiring leave for claims under Part 
XXIII.1 of the Ontario Securities Act. See Ainslie v. CV Technologies Inc. (2008) 
93 O.R. (3d) 200 (S.C.J.) at paras. 7, 10-13. 

[284] In his factum, Mr. Rochon eloquently argued that individual investors victimized 
by securities fraud should have a voice in directing class actions. Mr. Smith lost 
approximately half of his investment fortune; and according to Mr. Rochon, Mr. Smith 
is an individual investor who is highly motivated, wants an active role, and wants to 
have a voice in the proceeding. 

[285] While I was impressed by Mr. Rochon's argument, it did not take me to the 
conclusions that the attributes of the institutional candidates for representative plaintiff 
in Labourers v. Sino-Forest and in Northwest v. Sino-Forest when compared to the 
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attributes of Mr. Smith should disqualify the institutional candidates from being 
representative plaintiffs or be a determinative factor to grant carriage to a more typical 
representative plaintiff like Mr. Smith or Mr. Collins. 

[286] I think that it would be a mistake to have a categorical rule that an institutional 
plaintiff with the resources to bring individual proceedings or the means to opt-out of 
class proceedings and go it alone should be disqualified or discouraged from being a 
representative plaintiff. In the case at bar, the expertise and participation of the 
institutional investors in the securities marketplace could contribute to the successful 
prosecution of the lawsuit on behalf of the class members. 

[287] Although Mr. Smith and Mr. Collins might lose their voice, they might in the 
circumstances of this case not be best voice for their fellow class members, who at the 
end of the day want results not empathy from their representative plaintiff and class 
counsel. 

[288] Access to justice is one of the policy goals of the Class Proceedings Act, 1992 
and although it may be the case that the institutional representative plaintiffs want but 
do not need the access to justice provided by the Act, they are pursuing access to justice 
in a way that ultimately benefits Mr. Smith and other class members should their actions 
be certified as a class proceeding. 

[289] On these matters, I agree with what Justice Rady said in McCann v. CP Ships 
Ltd., [2009] O.J. No. 5182 (S.C.J.) at paras. 104-105: 

I 04. I recognize that access to justice concerns may not be engaged when a class is 
comprised of large institutions with large claims. Authority for this proposition is found in 
Abdoo/ v. Anaheim Management Ltd. (1995), 21 O.R. (3d) 453 (Div. Ct.). Moldaver J. 
made the following observation at p. 473: 

As a rule, certification should have as its root a number of individual claims 
which would otherwise be economically unfeasible to pursue. While not 
necessarily fatal to an order for certification, the absence of this important 
underpinning will certainly weigh in the balance against certification. 

105. Nevertheless, I am satisfied on the basis of the record before me that the individual 
claims and those of small corporations would likely be economically unfeasible to pursue. 
Further, there is no good principled reason that a large corporation should not be able to 
avail itself of the class proceeding mechanism where the other objectives are met. 

[290] Another goal of the Class Proceedings Act, 1992 is judicial economy, and the 
avoidance of a multiplicity of actions. However, the Act envisions a multiplicity of 
actions by permitting class members to opt-out and bring their own action against the 
defendants. However, there is an exception. The only class member that cannot opt out 
is the representative plaintiff, and in the circumstances of the case at bar, one advantage 
of granting carriage to one of the institutional plaintiffs is that they cannot opt out, and 
this, in and of itself, advances judicial economy. 

[291] Another advantage of keeping the institutional plaintiffs in the case at bar in a 
class action is that the institutional plaintiffs are already to a large extent representative 
plaintiffs. They are already, practically speaking, suing on behalf of their own members, 
who number in the hundreds of thousands. Their members suffered losses by the 
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investments made on their behalf by BC Investments, Biitirente, Northwest, Labourers' 
Fund, Operating Engineers Fund, Sjunde AP-Fonden, and Healthcare Manitoba. These 
pseudo-class members are probably better served by the court case managing the class 
action, assuming it is certified and by the judicial oversight of the approval process for 
any settlements. 

[292] These thoughts lead me to the conclusion that in the circumstances of the case at 
bar, a determinative factor that favours Labourers v, Sino-Forest and Northwest v. Sino
Forest is the attributes of their candidates for representative plaintiff. In this regard, 
Labourers v. Sino-Forest has the further advantage that it also has Mr. Grant and Mr. 
Wong, who are individual investors and who can give voice to the interests of similarly 
situated class members. 

(b) Definition of Class Membership and Definition of Class Period 

[293] The first group of interrelated determinative factors is: definition of class 
membership and definition of class period. These factors concern who, among the 
investors in Sino-Forest shares and bonds, is to be given a ticket to a class action 
litigation train that is designed to take them to the court of justice. 

[294] Smith v. Sino-Forest offers no tickets to bondholders because it is submitted that 
(a) the bondholders will fight with the. shareholders about sharing the spoils of the 
litigation, especially because the bondholders have priority over the shareholders and 
secured and protected claims in a bankruptcy; (b) the bondholders will fight among 
themselves about a variety of matters including whether it would be preferable to leave 
it to their bond trustee to sue on their collective behalf to collect the debt rather than 
prosecute a class action for an unsecured claim for damages for misrepresentation; and 
(c) a misrepresentation action by the bondholders against some or all of the defendants 
may be precluded by the terms of the bonds. 

[295] In my opinion, the bondholders should be included as class members, if 
necessary, with their own subclass, and, thus, Smith v. Sino-Forest does not fare well 
under this group of interrelated factors. As I explained above, I do not regard the 
membership of both shareholders and bondholders in the class as raising 
insurmountable conflicts of interest. The bondholders have essentially the same 
misrepresentation claims as do the shareholders, and it makes sense, particularly as a 
matter of judicial economy, to have their claims litigated in the same proceeding as the 
shareholders' claims. 

[296] Pragmatically, if the bondholders are denied a ticket to one of the class actions 
now at the Osgoode Hall station because of a conflict of interest, then they could bring 
another class action in which they would be the only class members. That class action 
by the bondholders would raise the same issues of fact and law about the affairs of Sino
Forest. Thus, denying the bondholders a ticket on one of the two class actions that has 
made room for them would just encourage a multiplicity of litigation. It is preferable to 
keep the bondholders on board sharing the train with any conflicts being managed by 
the appointment of separate class counsel for the bondholders, who can form a subclass 
at certification or later assuming that certification is granted. 
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[297] As already noted above, for those bondholders who do not want to get on the 
litigation train, they can opt-out of the class action assuming it is certified. That the 
defendants may have defences to the misrepresentation claims of the bondholders is just 
a problem that the bondholders will have to confront, and it is not a reason to deny them 
a ticket to try to obtain access to justice. 

[298] In Caputo v. Imperial Tobacco Ltd, [2004] 0.1. No. 299 (S.C.J.), Justice 
Winkler, as he then was, noted at para. 39 that there is a difference between restricting 
the joinder of causes of action in order to make an action more amenable to certification 
and restricting the number of class members in an action for which certification is being 
sought. He stated: 

Although Rumley v. British Columbia, (2001] 3 S.C.R. 184 holds that the plaintiffs can 
arbitrarily restrict the causes of action asserted in order to make a proceeding more 
amenable to certification (at 201), the same does not hold true with respect to the proposed 
class. Here the plaintiffs have not chosen to restrict the causes of action asserted but rather 
attempt to make the action more amenable to certification by suggesting arbitrary 
exclusions from the proposed class. This is diametrically opposite to the approach taken by 
the plaintiffs in Rumley, and one which has been expressly disapproved by the Supreme 
Court in Hollick v. Toronto (City), [2001] 3 S.C.R. 158. There, McLachlin C.J. made it 
clear that the onus falls on the putative representative to show that the "class is defined 
sufficiently narrowly" but without resort to arbitrary exclusion to achieve that result ..... 

[299] For shareholders, Smith v. Sino-Forest is more accommodating; indeed, it is the 
most accommodating, in offering tickets to shareholders to board the class action train. 
Without prejudice to the arguments of the defendants, who may impugn any of the class 
period or class membership definitions, and assuming that the bondholders are also 
included, the best of the class periods for shareholders is that found in Smith v. Sino
Forest. 

[300] To be blunt, I found the rationales for shorter class periods in Labourers v. Sino
Forest and Northwest v. Sino-Forest somewhat paranoid, as if the plaintiffs were afraid 
that the defendants will attack their definitions for over-inclusiveness or for making the 
class proceeding unmanageable. Those attacks may come, but I see no reason for the 
plaintiffs in Labourers and Sino-Forest to leave at the station without tickets some 
shareholders who may have arguable claims. 

[301) If Mr. Torchia is correct that almost all of the shareholders would be covered by 
the shortest class period that is found in Labourers v. Sino-Forest, then the defendants 
may think the fight to shorten the class period may not be worth it. If they are inclined 
to challenge the class definition on grounds ofunmanageability or the class action as not 
being the preferable procedure, the longer class period definition will likely be 
peripheral to the main contest. 

[302] I do not see the extension of the class period beyond June 2, 2011, when the 
Muddy Waters Report became public, as a problem. Put shortly, at this juncture, and 
subject to what the defendants may later have to say, I agree with Rochon Genova's 
arguments about the appropriate class period end date for the shareholders. 

[303] If I am correct in this analysis so far, where it takes me is only to the conclusion 
that the best class period definition for shareholders is found in Smith v. Sino-Forest. It, 

242 

....J 
c 
(\) 

~ 
'<f 
N 
(_) 
(/) 

z 
0 
N ..-
0 
N 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

50 

however, does not take me to the conclusion that carriage should be granted to Smith v. 
Sino-Forest. Subject to what the defendants may have to say, the class definitions and 
class period in Labourers v. Sino-Forest and in Northwest v. Sino-Forest appear to be 
adequate, reasonable, certifiable, and likely consistent with the common issues that will 
be forthcoming. 

[304] Since for other reasons, I would grant carriage to Labourers v. Sino-Forest, the 
question I ask myself is whether the class definition in Labourers, which favourably 
includes bondholders, but which is not as good a definition as found in Smith v. Sino
Forest or in Northwest v. Sino-Forest should be a reason not to grant carriage to 
Labourers. My answer to my own question is no, especially since it is still possible to 
amend the class definition so that it is not under-inclusive. 

(c) Theory of the Case, Causes of Action, Joinder of Defendants, and 
Prospects of Certification 

[305] The second group of interrelated determinative factors is: theory of the case, 
causes of action, joinder of defendants, and prospects of certification. Taken together, it 
is my opinion, that these factors, which are about what is in the best interests of the 
putative class members, favour staying Smith v. Sino-Forest and Northwest v. Sino
-Forest and granting carriage to Labourers v. Sino-Forest. 

[306] In applying the above factors, I begin here with the obvious point that it would 
· not be in the interests of the putative class members, let alone not in their best interests 
to grant carriage to an action that is unlikely to be certified or that, if certified, is 
unlikely to succeed. It also seems obvious that it would be in the best interests of class 
members to grant carriage to the action that is most likely to be certified and ultimately 
successful at obtaining access to justice for the injured or, in this case, financially 
harmed class members. And it also seems obvious that all other things being equal, it 
would be in the best interests of class members and fair to the defendants and most 
consistent with the policies of the Class Proceedings Act, 1992 to grant carriage to the 
action that, to borrow from rule 1.04 or the Rules of Civil Procedure secures the just, 
most expeditious and least expensive determination of the dispute on its merits. 

[307] While these points seem obvious, there is, however, a major problem in applying 
them, because the court should not and cannot go very far in determining the matters 
that would be most determinative of carriage. A carriage motion is not the time to 
determine whether an action will satisfy the criteria for certification or whether it will 
ultimately provide redress to the class members or whether it would be the preferable 
procedure or the most expeditious and least expensive procedure to resolve the dispute. 

[308] Keeping this caution in mind, in my opinion, certain aspects of Northwest v. 
Sino-Forest make the other actions preferable. In this regard, I find the joinder of some 
defendants to Northwest v. Sino-Forest mildly troublesome. 

[309] More serious, in Northwest v. Sino-Forest, I find the employment and reliance 
on the tort action of fraudulent misrepresentation less desirable than the causes of action 
utilized to provide procedural and substantive justice to the class members in Smith v. 
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Sino-Forest and Labourers v. Sino-Forest. In my opm10n, the fraudulent 
misrepresentation action adds needless complexity and costs. 

[310] While the finger-pointing ofthe OSC at Ho, Hung, lp, and Yeung supports their 
joinder, the joinder of Chen, Lawrence Estate, Maradin, Wong, and Zhao is mildly 
troublesome. The joinder of defendants should be based on something more substantive 
than their opportunity to be a wrongdoer, and at this juncture it is not clear why Chen, 
Lawrence Estate, Maradin, Wong, and Zhao have been joined to Northwest v. Sino
Forest and not to the other proposed class actions. Their joinder, however, is only 
mildly troublesome, because the plaintiffs in Northwest v. Sino-Forest may have 
particulars of wrongdoing and have simply failed to plead them. 

[311] Turning to the pleading of fraudulent misrepresentation, when it is far easier to 
prove a claim in negligent misrepresentation or negligence, the claim for fraudulent 
misrepresentation seems a needless provocation that will just fuel the defendants' 
fervour to defend and to not settle the class action. Fraud is a very serious allegation 
because of the moral and not just legal turpitude of it, and the allegation of fraud also 
imperils insurance coverage that might be the source of a recovery for class members. 

[312] Kim Orr has understated the difficulties the plaintiffs in Northwest v. Sino
Forest will confront in impugning the integrity of Sino-Forest, Ardell, Bowland, Chan, 
Horsley, Hyde, Mak, Martin, Murray, Poon, Wang, West, Chen, Ho, Hung, Ip, 
Lawrence Estate, Maradin, Wong, Yeung, Zhao, Canaccord, CIBC, Credit Suisse, 
Credit Suisse (USA), Dundee, Haywood, Maison, Merrill, Merrili-Fenner, Morgan, 
RBC, Scotia, TO, UBS, E&Y, BOO, Poyry, Poyry Forest, JP Management. 

[313] Fraud must be proved individually. In order to establish that a corporate 
defendant committed fraud, it must be proven that a natural person for whose conduct 
the corporation is responsible acted with a fraudulent intent. See: Hughes v. Sunbeam 
Corp. (Canada), [2000] O.J. No. 4595 (S.C.J.) at para. 26; Toronto-Dominion Bank v. 
Leigh Instruments Ltd. (Trustee of), [1998] O.J. No. 2637 (Gen. Oiv.) at paras. 477-479. 

[314] A claim for deceit or fraudulent misrepresentation typically breaks down into 
five elements: (1) a false statement; (2) the defendant knowing that the statement is false 
or being indifferent to its truth or falsity; (3) the defendant having an intent to deceive 
the plaintiff; (4) the false statement being material and the plaintiff being induced to act; 
and (5) the defendant suffering damages: Derry v. Peek (1889), 14 App. Cas. 337 
(H.L.); Graham v. Saville, [1945] O.R. 301 (C.A.); Francis v. Dingman (1983), 2 
O.L.R. (4th) 244 (Ont. C.A.). The fraud elements are the second and third in this list. 

[315] In the famous case of Derry v. Peek, the general issue was what counts as a 
fraudulent misrepresentation. More particularly, the issue was whether a careless or 
negligent misrepresentation without more could count as a fraudulent misrepresentation. 
In the case, the defendants were responsible for a false statement in a prospectus. The 
prospectus, which was for the sale of shares in a tramway company, stated that the 
company was permitted to use steam power to work a tram line. The statement was false 
because the directors had omitted the qualification that the use of steam power required 
the consent of the Board of Trade. As it happened, the consent was not given, the tram 
line would have to be driven by horses, and the company was wound-up. The Law 
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Lords reviewed the evidence of the defendants individually and concluded that although 
the defendants had all been careless in their use of language, they had honestly believed 
what they had said in the prospectus. 

(316] In the lead judgment, Lord Herschell reviewed the case law, and at p. 374, he 
stated in the most famous passage from the case: 

r think the authorities establish the following propositions. First, in order to sustain an 
action for deceit, there must be proof of fraud, and nothing short of that will suffice. 
Secondly, fraud is proved when it is shewn that a false representation has been made (I) 
knowingly, or (2) without belief in its truth, or (3) recklessly, careless, whether it be true or 
false. Although I have treated the second and third as distinct cases, I think the third is but 
an instance of the second, for one who makes a statement under such circumstances can 
have no real belief in the truth of what he states. To prevent a false statement being 
fraudulent, there must, I think be an honest belief in its truth. And this probably covers the 
whole ground, for one who knowingly alleges that which is false has obviously no such 
honest belief. Thirdly, if fraud is proved, the motive of the person guilty is immaterial. It 
matters not that there was no intention to cheat or injure the person to whom the statement 
was made. 

[317] Lord Herschell's third situation is the one that was at the heart of Derry v. Peek, 
and the Law Lords struggled to articulate that relationship between belief and 
carelessness in speaking. Before the above passage, Lord Herschell stated at p. 361: 

To make a statement careless whether it be true or false, and therefore without any real 
belief in its truth, appears to me to be an essentially different thing from making, through 
want of care, a false statement, which is nevertheless honestly believed to be true. And it is 
surely conceivable that a man may believe that what he states is the fact, though he has 
been so wanting in care that the Court may think that there were no sufficient grounds to 
warrant his belief. 

[318] Lord Herschell is saying that carelessness in making a statement does not 
necessarily entail that a person does not believe what he or she is saying. However, later 
in his judgment, he emphasizes that carelessness is relevant and could be sufficient to 
show that a person did not believe what he or she was saying. Thus, carelessness may 
prove fraud, but it is not itself fraud. Lord Herschell's famous quotation, where he states 
that fraud is proven when it is shown that a false statement was made recklessly, 
careless whether it be true or false, states only awkwardly the role of carelessness and 
must be read in the context of the whole judgment. 

[319] In Angus v. Clifford, [1891] 2 Ch. 449 (C.A.) at p. 471, Bowen, L.J. discussed 
the role of carelessness or recklessness in establishing fraud; he stated: 

Not caring, in that context (i.e., in the context of an allegation of fraud], did not mean 
taking care, it meant indifference to the truth, the moral obliquity which consists of wilful 
disregard of the importance of truth, and unless you keep it clear that that is the true 
meaning of the term, you are constantly in danger of confusing the evidence from which the 
inference of dishonesty in the mind may be drawn - evidence which consists in a great 
many cases of gross want of caution - with the inference of fraud, or of dishonesty itself, 
which has to be drawn after you have weighed all the evidence. 

[320] Bowen, L.J.'s statement alludes to the second element of what makes a 
statement fraudulent. Deceit or fraudulent misrepresentation requires that the defendant 
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have "a wicked mind:" LeLievre v. Gould, [1893] 1 Q.B. 491 at p. 498. Fraud involves 
intentional dishonesty, the intent being to deceive. If the plaintiff fails to prove this 
mental element, then, as was the case in Derry v. Peek, the claim is dismissed. To 
succeed in an action for deceit or for fraudulent misrepresentation, the plaintiff must 
show not only that the defendant spoke falsely and contrary to belief but that the 
defendant had the intent to deceive, which is to say he or she had the aim of inducing 
the plaintiff to act mistakenly: BG Checo International Ltd. v. British Columbia Hydro 
and Power Authority (1993), 99 D.L.R. (4th) 577 (S.C.C.). 

[321] The defendant's reason for deceiving the plaintiff, however, need not be evil. In 
the passage above from Derry v. Peek, Lord Herschell notes that the person's motive for 
saying something that he or she· does not believe is irrelevant. A person may have a 
benign reason for defrauding another person, but the fraud remains because of the 
discordance between words and belief combined with the intent to mislead the plaintiff: 
Smith v. Chadwick (1854), 9 App. Cas. 187 at p. 201; Bradford Building Society v. 
Borders, [1941] 2 All E.R. 205 at p. 211; Beckman v. Wallace (1913), 29 O.L.R. 96 
(C.A.) at p. 101. 

[322] In promoting its fraudulent misrepresentation claim, Kim Orr relied on Gregory 
v. Jolley (200 I), 54 O.R. (3d) 481 (C.A.), which was a case where a trial judge erred by 
not applying the third branch of the test articulated in Derry v. Peek. Justice Sharpe 
discussed the trial judge's failure to consider whether the appellant had made out a case 
offraud based on recklessness and stated at para. 20: 

With respect to the law, the trial judge's reasons show that he failed to consider whether the 
appellant had made out a case of fraud on the basis of recklessness. While he referred to a 
case that in turn referred to the test from Derry v. Peek, the reasons for judgment 
demonstrate to my satisfaction that the trial judge simply did not take into account the 
possibility that fraud could be made out if the respondent made misrepresentations of 
material fact without regard to their truth. The trial judge's reasons speak only of an 
intention to defraud or of statements calculated to mislead or misrepresent. He makes no 
reference to recklessness or to statements made without an honest belief in their truth. As 
Derry v. Peek holds, that state of mind is sufficient proof of the mental element required for 
civil fraud, whatever the motive of the party making the representation. In another leading 
case on civil fraud, Edgington v. Fit::maurice, (1885), 29 Ch. 0.459 at 481-82 (C.A.), 
Bowen L.J. stated: "[I]t is immaterial whether they made the statement knowing it to be 
untrue, or recklessly, without caring whether it was true or not, because to make a statement 
recklessly for the purpose of influencing another person is dishonest." The failure to give 
adequate consideration to the contention that the respondent had been reckless with the 
truth in regard to the income figures he gave in order to obtain disability insurance 
constitutes an error oflaw justifying the intervention of this court. 

[323] From this passage, Kim Orr extracts the notion that there is a viable fraudulent 
misrepresentation against forty defendants all of whom individually can be shown to be 
reckless as opposed to careless. That seems unlikely, but more to the point, recklessness 
is only half the battle. The overall motive may not matter, but the defendant still must 
have had the intent to deceive, which in Gregory v. Jolley was the intent to obtain 
disability insurance to which he was not qualified to receive. 
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[324] Recklessness alone is not enough to constitute fraudulent misrepresentation, as 
Justice Cumming notes at para. 25 of his judgment in Hughes v. Sunbeam Corp. 
(Canada), [2000] O.J. No. 4595 (S.C.J.), where he states: 

The representation must have been made with knowledge of its falsehood or recklessness 
without belief in its truth. The representation must have been made by the representor with 
the intention that it should be acted upon by the representee and the representee must in fact 
have acted upon it. 

[325] I conclude that the fraudulent misrepresentation action is a substantial weakness 
in Northwest v. Sino-Forest. In fairness, I should add that I think that the unjust 
enrichment causes of action and oppression remedy claims in Labourers v. Sino-Forest 
add little. 

[326] The unjust enrichment claims in Labourers seem superfluous. If Sino-Forest, 
Chan, Horsl~y, Mak, Martin, Murray, Poon, Bane of America, Canaccord, CIBC, Credit 
Suisse, Credit Suisse USA, Dundee, Maison, Merrill, RBC, Scotia and TD, are found to 
be liable for misrepresentation or negligence, then the damages they will have to pay 
will far exceed the disgorgement of any unjust enrichment. If they are found not to have 
committed any wrong, then there will be no basis for an unjust enrichment claim for 
recapture of the gains they made on share transactions or from their remuneration for 
services rendered. In other words, the claims for unjust enrichment are unnecessary for 
victory and they will not snatch victory if the other claims are defeated. Much the same 
can be said about the oppression remedy claim. That said, these claims in Labourers v. 
Sino-Forest will not strain the forensic resources of the plaintiffs in the same way as 
taking on a massive fraudulent misrepresentation cause of action would do in Northwest 
v. Sino-Forest. 

[327] For the purposes of this carriage motion, I have little to say about the "Integrity 
Representation" approach to the misrepresentation claims that are at the heart of the 
claims against the defendants in Northwest v. Sino-Forest or of the "GAAP" 
misrepresentation employed in Labourers v. Sino-Forest, or the focus on the authorized 
intermediaries in Smith v. Sino-Forest. Short of deciding the motion for certification, 
there is no way of deciding which approach is more likely to lead to certification or 
which approach the defendants will attack as deficient. For present purposes, I am 
simply satisfied that the class members are best served by the approach in Labourers v. 
Sino-Forest. 

[328] The cohesive, yet adequately comprehensive, approach used in Smith v. Sino
Forest appears to me close to Labourers v. Sino-Forest, but in my opinion, Smith v. 
Sino-Forest wants for the inclusion of the bondholders, and, as noted above, there are 
other factors which favour Labourers v. Sino-Forest over Smith v. Sino-Foresi. That 
said, it was a close call for me to choose Labourers v. Sino-Forest and not Smith v. 
Sino-Forest. 
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H. CONCLUSION 

[329] For the above Reasons, I grant carriage to Koskie Minsky and Siskinds with 
leave to the plaintiffs in Labourers v. Sino-Forest to deliver a Fresh as Amended 
Statement of Claim. 

[330] In granting leave, I grant leave generally and the plaintiffs are not limited to the 
amendments sought as a part of this carriage motion. It will be for the plaintiffs to 
decide whether some amendments are in order to respond to the lessons learned from 
this carriage motion, and it is not too late to have more representative plaintiffs. 

[331] I repeat that a carriage motion is without prejudice to the defendants' rights to 
challenge the pleadings and whether any particular cause of action is legally tenable. 

[332] I make no order as to costs, which is in the usual course in carriage motions. 

Perell, J. 
Released: January 6, 2012 
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Defendants 

THE PLAINTIFFS will make a motion to the Honourable Justice Perell on April 17, 

2012 at 10 a.m., at Osgoode Hall, 130 Queen Street West, Toronto Ontario. 

PROPOSED METHOD OF HEARING: The motion will be heard orally. 
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THE MOTION IS FOR: 

(a) an order certifying this action as a class proceeding for the purposes of settlement, 

pursuant to the Class Proceedings Act, 1992, S.O. 1992, c. 6, against the 

Defendant Poyry (Beijing) Consulting Company Limited only; 

(b) an order defining the class as: 

all persons and entities, wherever they may reside, who acquired 
Sino-Forest Corporation common shares, notes or other securities, 
as defined in the Ontario Securities Act, during the period from and 
including March 19, 2007 to and including June 2, 2011 

(a) by distribution in Canada or on the Toronto Stock 
Exchange or other secondary market in Canada, which 
includes securities acquired over-the-counter or 

(b) who are resident of Canada or were resident of Canada 
at the time of acquisition and who acquired Sino-Forest 
Corporation's securities outside of Canada, 

excluding the defendants, their past and present subsidiaries, 
affiliates, officers, directors, senior employees, partners, legal 
representatives, heirs, predecessors, successors and assigns, and 
any individual who is a member of the immediate family of an 
individual defendant; 

(c) an order defining the common issues as: 

Did the Poyry (Beijing) Consulting Company Limited make 
misrepresentations as alleged in this action during the class period 
concerning the assets, business or transactions of Sino-Forest? If 
so, what damages, if any, did class members suffer? 

(d) an order appointing the plaintiffs as the representatives of the class; 

(e) an order requmng the defendant Sino-Forest Corporation to deliver to the 

plaintiffs within ten days a list of the names and addresses of known beneficial 

owners of Sino-Forest securities as of June 2, 2011; 



- 3-

(f) an order approving and directing the dissemination and publication of the notice 

of settlement approval hearing in respect of a proposed settlement between the 

plaintiffs and Poyry (Beijing) Consulting Company Limited ("Poyry"); 

(g) an order granting leave to bring this motion in advance of the motion for 

certification and motion for leave under section 138.8 of the Securities Act; and 

(h) such further and other relief as this Honourable Court deems just. 

THE GROUNDS FOR THE MOTION ARE: 

(a) this action was commenced on July 20, 2011 under the Class Proceedings Act, 

1992; 

(b) the plaintiffs advance statutory and common law claims against all defendants; 

(c) as against Poyry, the plaintiffs allege: (a) negligence in connection with Sino

Forest's share and note offerings during the class period; (b) the statutory cause of 

action in section 130 of the Securities Act, R.S.O. 1990, c.S.5 for alleged 

misrepresentations in Sino-Forest's June 2009 and December 2009 prospectuses; 

and (c) the statutory cause of action in Part XXIII. I of the Securities Act in 

connection with Sino-Forest's continuous disclosure documents; 

(d) the plaintiffs and Poyry have entered into a settlement agreement in respect of the 

claims against Poyry; 

(e) the plaintiffs will bring a motion to this Honourable Court seeking approval of the 

settlement agreement on a date to be determined by the court; 

3 
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(f) Poyry consents to an order for certification for the purposes of settlement, 

including notice to putative class members of certification and the settlement 

approval hearing; 

(g) the elements of the Poyry settlement include: 

(i) Poyry will consent to certification; 

(ii) Poyry will provide material cooperation in the plaintiffs' 
prosecution of this action against the remaining defendants, 
including, providing relevant documents and if necessary, acting as 
a witness for the plaintiffs; 

(iii) the action is being dismissed as against Poyry without costs; and 

(iv) the approval order would include bar orders to prevent future and 
other claims against Poyry respect of the matters raised in this 
action. 

(h) the plaintiffs' claim meets the criteria for certification in section 5 of the Class 

Proceedings Act, 1992 and this action should be certified for settlement purposes; 

(i) the proposed class definition uses objective criteria to determine membership in 

the class and is rationally linked to the proposed common issue; 

G) the causes of action, proposed class definition and proposed common issue are 

substantially similar to other securities class actions certified in Ontario for the 

purposes of settlement; 

(k) a class proceeding is the preferable procedure for resolving the claims of class 

members particularly in light of the large class size, the prohibitively high cost of 

prosecuting individual securities actions and in the interests of judicial economy; 
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(1) a class proceeding is the fairest, most efficient and manageable means of 

adjudicating the common issues; 

(m) the proposed representative plaintiffs can fairly and adequately represent the 

interests of the class and there is no conflict of interest; 

(n) all of the plaintiffs except David Grant purchased Sino-Forest shares on the 

Toronto Stock Exchange; 

(o) the Trustees of the Labourers' Pension Fund of Central and Eastern Canada and 

Robert Wong purchased Sino-Forest shares as part of Sino-Forest's December 

2009 prospectus offering; 

(p) David Grant purchased Sino-Forest notes as part of Sino-Forest's October 2010 

note offering; 

( q) the plaintiffs propose to provide notice of certification and the settlement approval 

hearing by posting it on class counsel's and other websites, direct mailings to 

class members, forwarding the notice to brokers and newspaper notice; 

(r) direct mailings can only occur if Sino-Forest provides information regarding the 

names and addresses of class members; 

(s) Sino-Forest has this information available for shareholders as it is required by the 

Canada Business Corporations Act R.S.C. 1985, c. C-44 to periodically send 

materials to its shareholders, such as shareholder meeting materials; 

5 
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(t) 

- 6-

The Trustees of the International Union Of Operating Engineers Local 793 

Pension Plan For Operating Engineers are current Sino-Forest shareholders and, 

in accordance with section 21 of the Canada Business Corporations Act are 

entitled to a list "setting out the names of the shareholders of the corporation, the 

number of shares owned by each shareholder and the address of each shareholder 

as show on the records of the corporation"; 

(u) Sino-Forest also has information regarding the class members that held notes 

during the class period; 

(v) for example, the December 2009 offering memorandum (p.161) provides that in 

the event of a fundamental change, Sino-Forest shall mail a notice of such change 

to all noteholders "at their address shown in the register of the Registrar" and to 

the beneficial owners"; and 

(w) such further and other grounds as this Honourable Court may permit. 

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

motion: 

(a) the affidavit of Joseph Mancinelli; 

(b) the affidavit of Michael Gallagher; 

(c) the affidavit of David Grant; 

(d) the affidavit ofRobert Wong; 

(e) the affidavit of Richard Grottheim; 
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(f) the affidavit of Daniel Bach; and 

(g) such further and other material as counsel may advise and this Honourable Court 

may permit. 
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KAI KIT POON, DAVID J. HORSLEY, WILLIAM E. ARDELL, JAMES P. BOWLAND, 
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Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF JOSEPH MANCINELLI 

I, JOSEPH MANCINELLI, of the City of Hamilton, in the Province of Ontario, 

MAKE OATH AND SAY: 

1. I am the chair of the Board of Trustees of the Labourers' Pension Fund of Central and 

Eastern Canada (the "Labourers Fund"), one of plaintiffs in this action, and I have knowledge 

of the matters herein deposed. Where I make statements in this affidavit that are not within 

my personal knowledge, I have been informed by Michael Mazzuca of Koskie Minsky LLP, 

1 2 



----------- -

- 2-

counsel to the Labourers Fund, and Janet Rabovsky of Towers Watson, investment counsel to 

the Labourers Fund, and I believe that such information is true. 

2. I swear this affidavit in support of the plaintiffs' motions for certification and for the 

purposes of the notice of the proposed settlement with Poyry (Beijing) Consulting Company 

Limited and for no other or improper purpose. 

3. No portion of this affidavit is meant to waive, nor should it be construed as a waiver 

of, solicitor-client, litigation, or any other privilege. 

THE LABOURERS' FUND 

4. The Labourers Fund was established February 23, 1972. It is a specified multi-. 
employer pension plan registered with the Financial Services Commission on Ontario, No. 

573188, and is regulated by the Pension Benefits Act (Ontario) and the Income Tax Act 

(Canada). It was established by the Labourers International Union of North America 

("LIUNA"), pursuant to collective agreements between LIUNA and construction industry 

employer associations and·individual employers that provide for contributions to the fund. 

The Labourers Fund is administered by a board of trustees. 

5. The Labourers Fund has approximately 37,500 members and more than 14,600 

pensioners, primarily in Ontario, New Brunswick, Nova Scotia, Prince Edward Island, and 

Newfoundland and Labrador. The Labourers Fund has approximately 2,000 unrelated 

participating employers. The Labourers Fund has more than $2.5 billion in assets. 

6. The trustees are all union representatives with extensive experience in commercial and 

labour matters, and with the assistance of legal and financial advisors, regularly deal with 

contentious matters and litigation. We are also familiar with working in a regulatory 
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environment, given the extensive regulation of pension plans under the Pension Benefits Act 

(Ontario) and Income Tax Act (Canada). 

NATURE OF THE ACTION 

7. This action was commenced on July 20, 2011 against Sino-Forest Corporation 

("Sino") and other defendants. Sino is a publicly traded company, and its shares were traded 

at all material times on the Toronto Stock Exchange under the ticker symbol "TRE". 

8. In this action, the plaintiffs allege, on their own behalf and· on behalf of the class of 

investors that acquired Sino's securities, that Sino misstated its financials, substantially 

overstated the value of its assets, and concealed material information about its business and 

operations from the investors in its public filings. As a result of these alleged 

misrepresentations, Sino's securities traded at artificially inflated prices. 

9. ·, On June 2, 2011, Muddy Waters Research released a research report alleging fraud 

against Sino-Forest and alleging that it "massively exaggerates its assets". This was followed 

by a significant decline Sino-Forest's share price. As set out below, the trustees of the 

Labourers Fund held 128,700 shares at the time of this report. 

10. The trustees brought this action because of the Labourers Fund's investment losses 

and because of their concern that public markets remain healthy and transparent. While cases 

such this are relatively rare, the trustees, as part of their ongoing fiduciary responsibilities, 

will consider pursuing cases in which we believe an individual or company has committed 

fraud or made misrepresentations to investors and a loss to the fund has resulted. 

11. In addition, this action is brought against Sino's professional advisors such as BDO 

Limited, Ernst & Young LLP and various underwriting banks. The trustees consider it 
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important that the professionals who serve companies like Sino - and whose professional 

opinion investors rely on -be held accountable for their role in any misconduct. 

12. The trustees chose to advance this action as a class proceeding in light of the 

significant cost of prosecuting a securities action on this scale. The losses of the Labourers 

Fund, while significant, do not justify the legal and expert costs of advancing these claims as 

an individual action. Furthermore, the potential adverse cost awards do not justify pursuing 

this action individually. I am advised by Michael Mazzuca of Koskie Minsky LLP and I 

believe that adverse cost awards after a trial could be in the millions of dollars. 

13. Finally, I appreciate that Sino securities were held by a wide range of investors in 

different financial positions. Some investors, such as my co-plaintiff Mr. Grant, had very 

small investments, and undoubtedly do not have the ability to advance expensive complex 

commercial litigation of this nature. They could not afford it, and for those that can, such as 

the Labourers Fund, it would not make financial sense to do so. 

LABOURERS FUND'S INVESTMENT IN SINO-FOREST CORPORATION 

14. The trustees purchased Sino shares between December 2009 and June 2011. Most of 

these purchasers were made in the secondary market over the Toronto Stock Exchange. I am 

advised by Janet Rabovsky of Towers Watson and I believe that the following reflects the 

trustees' transactions in Sino shares. 

15. The trustees invested in Sino shares through two asset managers: Fiera Sceptre Inc. 

and TD Asset Management Inc. ("TDAM"). The plan's assets were invested on a segregated 

fund basis by Fiera Sceptre and on a pooled fund basis by TDAM. 
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16. On December 11, 2009, the trustees purchased 32,300 shares at a cost of $16.80 per 

share in a primary market distribution pursuant to the Final Short Form Prospectus dated 

December 10,2009. This trade was placed through Credit Suisse and settled on December 17, 

2009. 

17. The trustees held a total of 128,700 shares on June I, 2011, with a market value of 

$18.21 per share or $2,343,627 at the close oftrading on June 1, 2011. On June 2 and 3, 201 I, 

the trustees sold their holdings for net proceeds of $695,993.96. Attached and marked as 

Exhibit "A" is a summary of the trustees' transactions in Sino's shares. 

18. The trustees also purchased units in two pooled funds managed by TDAM that held 

Sino-Forest shares. On May 31, 2011 the trustees held $367,000,000 in these pooled funds. 

~n the same date, the pooled funds had invested approximately 0.38% of the funds in shares 

of Sino. The trustees' holdings of Sino were valued at approximately $1,386,104. As of June 

30,2011, the value of Sino shares in the pooled funds fell to 0.08% ofthe total assets ofthe 

pooled fund and the trustees' holdings of Sino had a value of approximately $291,811. 

ACTING AS REPRESENTATIVE PLAINTIFF 

19. I and the other trustees of the Labourers Fund are prepared to act as representative 

plaintiffs in this class action. I understand that as representative plaintiffs we would be 

obligated to direct this litigation and to act in the best interests of class members. For 

example, I understand that any settlement discussions with the defendants cannot relate only 

to the losses of the Labourers Fund, but must relate to the claims of the class members as a 

whole. 
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The trustees seek to represent the following persons as class members in this action: 

all persons and entities, wherever they may reside, who 
acquired Sino-Forest Corporation common shares, notes or 
other securities, as defined in the Ontario Securities Act, during 
the period from and including March 19, 2007 to and including 
June 2, 2011 

(a) by distribution in Canada or on the Toronto Stock 
Exchange or other secondary market in Canada, which 
includes securities acquired over-the-counter or 

(b) who are resident of Canada or were resident of 
Canada at the time of acquisition, 

excluding the defendants, their past and present subsidiaries, 
affiliates, officers, directors, senior employees, partners, legal 
representatives, heirs, predecessors, successors and assigns, and 
any individual who is a member of the immediate family_ of an 
individual defendant 

21. Counsel for the trustees and the other plaintiffs in this litigation are Koskie Minsky 

LLP and Siskinds LLP. Michael Mazzuca of Koskie Minsky LLP has provided the trustees 

with frequent updates regarding this class action. 

22. Michael Mazzuca of Koskie Minsky LLP has explained the major steps in a class 

action. I understand these major steps include: 

(a) preparing and serving a statement of claim; 

(b) a motion for leave to proceed with the statutory claims under Part 
XXIII.1 of the Securities Act, which will likely include extensive cross
examinations; 

(c) a motion for certification, which I understand involves the court's 
consideration of whether this action is appropriate to proceed as a class 
action. I also understand there will be cross-examinations for this 
motion and that my and the other. trustees' ability to fairly and 
adequately represent the class will be in issue; 
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(d) if the action is certified, there would be notice to the class of the 
certification and the right to opt-out (i.e. a chance for class members 
not to participate in the class action); 

(e) the disclosure and exchange of relevant documents; 

(f) examinations for discovery, where the defendants can examine the 
plaintiffs about their claims and those of the class and our counsel can 
examine the defendants' representatives; 

(g) a pre-trial conference where a judge can help the parties towards a 
settlement of the case; 

(h) a trial of the common issues (i.e. a trial that only deals with the certified 
common issues as opposed to the issues individual to the trustees and 
other class members); 

(i) notice to the class if individual hearings or participation is required; 

G) the determination of individual issues, if required; 

(k) the distribution of proceeds (if any) of a money award by judgment or 
settlement; 

(1) appeals, which might include appeals from the certification motion, 
leave motion, other motions or the trial of the common issues; and 

(m) settlement discussions, which could happen at any time. 

23. I understand that as representative plaintiffs the trustees would have, among others, 

the following responsibilities: 

(a) review and keep ourselves informed of the steps in this litigation; 

(b) familiarize ourselves with the issues to be decided at the common 
issues stage and other issues in the action; 

(c) help prepare the affidavits and other materials in support of 
certification, other motions and the materials that would be used at a 
common issues trial; 

(d) attend any cross-examination on my affidavits or otherwise; 

(e) attend the examinations for discovery; 
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assist in preparing and executing an affidavit of documents, which will 
list the relevant documents that the Labourers Fund has in its 
possession, power or control; 

(g) attend at the common issues trial, providing any direction or assistance 
to class counsel and give evidence regarding the case; 

(h) express the trustees' views on any settlement offers that we receive or 
that we make on behalf of class members; and 

(i) assist in preparing materials in support of a court approvmg any 
settlement. 

24. The trustees of the Labourers Fund are committed to actively directing this litigation 

and maximizing the recovery for the class. The trustees have been advised by Michael 

Mazzuca and accept that we owe a duty to all members of the proposed class to provide fair 

and adequate representation. The trustees intend to work with their co-plaintiffs and counsel 

to obtain the best recovery for the whole class, consistent with good faith and meritorious 

advocacy. 

25. The trustees of the Labourers Fund have acted as plaintiff in several securities class 

actions and understand the obligations of a representative plaintiff to act on behalf of a class 

of investors in public markets. The trustees act or acted as plaintiffs in class actions 

commenced in the United States against Fortis et. al., Pitney Bowes Inc. et al., Synovus 

Financial Corp. et al. and Gammel v. Hewlett-Packard Company et al. Those actions, much 

as this action, involve allegations of misrepresentation in the statements and filings of public 

issuers. 

26. I believe that I and the other trustees can fairly and adequately represent the interests 

of class members and we are committed to fulfilling our obligations as their representatives. 
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LITIGATION PLAN 

27. I have reviewed the draft litigation plan, which I understand will be attached to a 

separate affidavit of one of our lawyers. I understand that the litigation plan provides for 

notice to the class members if the action is certified. I and the other trustees do not have the 

expertise to evaluate the legal aspects of the plan, but our lawyers have formulated this plan 

and I understand from them that it is designed to provide a workable method of determining 

the issues in this action. I understand from our lawyers and believe that the court has approved 

similar litigation plans in Canadian securities class actions. 

28. I am not aware of a conflict of interest between the trustees and the proposed class 

members with respect any issues in this case. 

SWORN before me at the City of 
Hamilton, on March l;l. 2012. 
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Summary of Transactions in Sino's Shares 

TRADE DATE TYPE #OF SHARES PRICE PER UNIT 

11-Dec-09 Buy 6,500 $17.443 

11-Dec-09 Buy 6,500 $17.351 

11-Dec-09 Buy 6,500 $17.329 

11-Dec-09 Buy 13,000 $17.203 

11-Dec-09 Buy 11,800 $17.250 

11-Dec-09 Buy 32,300 $16.800 

18-Dec-09 Buy 8,300 $17.260 

18-Dec-09 Buy 8,800 $17.250 

04-Jan-10 Sell 6,900 $19.694 

12-Jan-10 Sell 10,700 $21.104 

17-Feb-10 Sell 11,700 $19.775 

18-Mar-10 Buy 9,300 $19.487 

29-Mar-10 Buy 18AOO $19~000 

01-Apr-10 Sell 7,300 $20.065 

01-Apr-10 Sell 5,900 $20.086 

16-Apr-10 Sell 35,600 $19.846 

19-Apr-10 Sell 16,000 $19.781 

04-May-10 Sell 4,900 $17.880 

05-May-10 Sell 6,100 $17.628 

05-May-10 Sell 5,700 $17.533 

05-May-10 Sell 10,600 $17.780 

08-Jul-10 Buy 17,800 $15.600 

08-Jul-10 Buy 27,900 $15.500 

09-Jul-10 Buy 4,700 $15.825 

09-Jul-10 Buy 100 $15.960 

12-Jul-10 Buy 2,500 $16.038 

13-Jul-10 Buy 14,400 $16.000 

13-Jul-10 Buy 5,900 $16.000 

28-Sep-10 Buy 13,200 $16.852 

28-Sep-10 Buy 8,700 $16.870 

01-0ct-10 Buy 9,300 $17.200 

14-0ct-10 Sell 4,900 $19.279 
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14-0ct-10 Sell 10,200 $19.360 

21-0ct-10 Sell 1,300 $20.419 

04-Nov-10 Buy 5,000 $21.378 

04-Nov-10 Buy 3,300 $21.378 

05-Nov-10 Buy 8,300 $21.420 

05-Nov-10 Buy 5,900 $21.280 

10-Nov-10 Buy 7,500 $22.097 

10-Nov-10 Buy 1,300 $22.000 

13-Dec-10 Sell 8,400 $24.140 

20-Jan-11 Sell 4,200 $21.602 

20-Jan-11 Sell 2,900 $21.602 

21-Jan-11 Sell 3,100 $21.750 

21-Jan-11 Sell 200 $21.623 

03-Feb..:11 Sell 7,000 $22.800 

08-Feb-11 Sell 2,500 $24.490 

08-Feb-11 Sell 5,400 $24.485 

08-Feb-11 Sell 800 $24.500 

18-Feb-11 Sell 6,900 $22.493 

18-Feb-11 Sell 3,200 $22.493 

15-Mar-11 Buy 10,500 $21.273 

15-Mar-11 Buy 2,900 $21.228 

15-Mar-11 Buy 1,200 $21.750 

15-Mar-11 Buy 6,500 $21.786 

18-Mar-11 Buy 3,300 $23.196 

18-Mar-11 Buy 5,700 $23.150 

30-Mar-11 Sell 9,500 $24.990 

31-Mar-11 Sell 2,300 $25.790 

31-Mar-11 Sell 3,600 $25.790-

07-Apr-11 Sell 300 $24.790 

07-Apr-11 Sell 100 $24.760 

11-Apr-11 Sell 2,200 $24.083 

12-Apr-11 Sell 4,000 $23.658 

14-Apr-11 Sell 8,900 $24.000 

14-Apr-11 Sell 8,500 $24.300 
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11-May-11 Sell 1,100 $21.821 

13-May-11 Buy 9,400 $19.550 

13-May-11 Buy 4,800 $19.550 

13-May-11 Buy 4,100 $19.550 

13-May-11 Buy 12,200 $19.499 

16-May-11 Buy 8,000 $19.750 

18-May-11 Sell 5,300 $20.820 

18-May-11 Sell 3,800 $20.820 

25-May-11 Buy 12,800 $19.160 

25-May-11 Buy 4,000 $19.123 

25-May-11 Buy 4,600 $19.140 

27-May-11 Buy 4,600 $17.800 

27-May-11 Buy 2,300 $17.800 

30-May-11 Buy 2,300 $18.810 

30-May-11 Buy 1,500 $18.769 

30-May-11 Buy 2,800 $18.730 

02-Jun-11 Sell 300 $13.813 

03-Jun-11 Sell 8,900 $5.007 

03-Jun-11 Sell 17,700 $5.375 

03-Jun-11 Sell 22,200 $5.321 

03-Jun-11 Sell 48,700 $5.319 

03-Jun-11 Sell 21,700 $5.701 

03-Jun-11 Sell 8,800 $6.024 

03-Jun-11 Sell 400 $5.230 

-~----------------
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Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF MICHAEL GALLAGHER 

I, MICHAEL GALLAGHER, of the City of Toronto, in the Province of Ontario, 

MAKEOATHANDSAY: 

1. I am the chair of the Board of Trustees of the International Union of Operating 

Engineers Local 793 Pension Plan (the "OE Fund"), one of the plaintiffs in this action, and I 

have knowledge of the matters herein deposed. Where I make statements in this affidavit that 

are not within my personal knowledge, I have been informed by Mark Zigler of Koskie 
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Minsky LLP, counsel to the OE Fund, and Chris Brisebois of Eckler Ltd., actuaries and 

investment counsel to the OE Fund, and I believe that such information is true. 

2. I swear this affidavit in support of the plaintiffs' motion for leave to amend the 

statement of claim in this action to advance the causes of action under Part XXIII.1 of the 

Ontario Securities Act and for no other or improper purpose. 

3. No portion of this affidavit is meant to waive, nor should it be construed as a waiver 

of, solicitor-client, litigation, or any other privilege. 

THEOEFUND 

4. I have been a member of the OE Fund since May 31, 1985 and a Trustee since April8, 

1997. The OE Fund was established November 1, 1973. It is a specified multi-employer 

pension plan registered with the Financial Services Commission on Ontario, No. 3890890 and 

is regulated by the Pension Benefits Act (Ontario) and the Income Tax Act (Canada). The OE 

Fund was established pursuant to collective agreements between Local 793 and employer 

associations and individual employers. The OE Fund is administered by a board of trustees. 

5. The OE Fund has approximately 8,487 members in active employment and 12,380 

retired, inactive and deferred vested members. The OE Fund has approximately 1,001 

participating employers. The OE Fund has approximately $1.5 billion in assets. 

6. The trustees are all either union representatives or negotiators or representatives of 

management with extensive experience in commercial and labour matters, and with the 

assistance of legal and financial advisors, regularly deal with contentious matters and 

litigation. We are also familiar with working in a regulatory environment, given the extensive 
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regulation of pension plans under the Pension Benefits Act (Ontario) and Income Tax Act 

(Canada). 

NATURE OF THE ACTION 

7. This action was commenced on July 20, 2011 against Sino-Forest Corporation 

("Sino") and other defendants. Sino is a publicly traded company, and its shares were traded 

at all material times on the Toronto Stock Exchange under the ticker symbol "TRE". 

8. In this action, the plaintiffs allege, on their own behalf and on behalf of the class of 

investors that acquired Sino's securities, that Sino misstated its financials, substantially 

overstated the value of its assets, and concealed material information about its business and 

operations from the investors in its public filings. As a result of these alleged 

misrepresentations, Sino's securities traded at artificially inflated prices. 

9. On June 2, 2011, Muddy Waters Research released a research report alleging fraud 

against Sino-Forest and alleging that it "massively exaggerates its assets". This was followed 

by a significant decline Sino-Forest's share price. As set out below, the trustees of the OE 

Fund held 324,100 shares at the time of this report. 

10. The trustees brought this claim to recover investor losses, including those of the OE 

Fund, and in the interests of proper disclosure from issuers. The trustees have a strong interest 

in the health and proper function of the Canadian capital markets. 

11. The alleged conduct in this action undermines the confidence m and proper 

functioning of capital markets in Canada. 

28 
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12. The trustees chose to advance this action as a class proceeding in light of the 

significant cost of prosecuting a securities action on this scale. The losses of the OE Fund, 

while significant, do not justify the legal and expert costs of advancing these claims as an 

individual action. Furthermore, the potential adverse cost awards do not justify pursuing this 

action individually. I am advised by Mark Zigler of Koskie Minsky LLP and I believe that 

adverse cost awards after a trial could be in the millions of dollars. 

13. Finally, I appreciate that Sino securities were held by a wide range of investors in 

different financial positions. Some investors, such as my co-plaintiff Mr. Grant, had very 

small investments, and undoubtedly do not have the ability to advance expensive complex 

commercial litigation of this nature. They could not afford it, and for those that can, such as 

the OE Fund, it would not make fmancial sense to do so. 

OE FUND'S INVESTMENT IN SINO-FOREST CORPORATION 

14. The trustees invested in Sino shares through four asset managers: McLean Budden 

Ltd., Morrison Williams Investment Management Ltd., Greystone Managed Investment Inc., 

and TD Asset Management Inc. ("TDAM"). I am advised by Chris Brisebois of Eckler Ltd. 

and I believe that the following reflects the trustees' transactions in Sino shares. Attached and 

marked as Exhibit "A" is a summary of these transactions in Sino's shares. 

15. The fund's assets were invested on a segregated fund basis by Morrison Williams, 

Greystone and McLean Budden, and on a pooled fund basis by TDAM. 

16. On the trustees' behalf, McLean Budden purchased 42,000 Sino shares between 

February 1, 2011 and May 24, 2011, which had a market value of $18.21 per share or 
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$764,820 at the close of trading on June 1, 2011. The trustees sold their holdings on June 21, 

2011 at a share price of $1.84 for net proceeds $77,170.80. 

17. On the trustees' behalf, Morrison Williams purchased 181,700 Sino shares between 

January 20, 2011 and June 1, 2011, which had a market value of $18.21 per share or 

$3,308,757 at the close of trading on June 1, 2011. The trustees sold their holdings on June 3, 

2011 at an average share price of$5.147 for net proceeds of$1,524,026.70. 

18. On the trustees' behalf, Greystone purchased 100,400 Sino shares between July 5, 

2007 and May 26, 2011, which had a market value of $18.21 per share or $1,828,384 at the 

close of trading on June 1, 2011. The trustees sold many of these shares in July and August 

and continue to hold approximately 37,350 Sino shares. The market price for these shares at 

the imposition of the cease-trade order by the Ontario Securities Commission on August was 

$4.91. 

19. The trustees also purchased units of a pooled fund managed by TDAM that held Sino 

shares between June 15, 2007 and June 9, 2011. 

ACTING AS REPRESENTATIVE PLAINTIFF 

20. I and the other trustees of the OE Fund are prepared to act as representative plaintiffs 

in this class action. I understand that as representative plaintiffs we would be obligated to 

direct this litigation and to act in the best interests of class members. For example, I 

understand that any settlement discussions with the defendants cannot relate only to the losses 

of the OE Fund, but must relate to the claims of the class members as a whole. 
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The trustees seek to represent the following persons as class members in this action: 

all persons and entities, wherever they may reside, who 
acquired Sino-Forest Corporation common shares, notes or 
other securities, as defined in the Ontario Securities Act, during 
the period from and including March 19, 2007 to and including 
June 2, 2011 

(a) by distribution in Canada or on the Toronto Stock 
Exchange or other secondary market in Canada, which 
includes securities acquired over-the-counter or 

(b) who are resident of Canada or were resident of 
Canada at the time of acquisition, 

excluding the defendants, their past and present subsidiaries, 
affiliates, officers, directors, senior employees, partners, legal 
representatives, heirs, predecessors, successors and assigns, and 
any individual who is a member of the immediate family of an 
individual defendant 

22. Counsel for the trustees and the other plaintiffs in this litigation are Koskie Minsky 

LLP and Siskinds LLP. Mark Zigler of Koskie Minsky LLP has provided the trustees with 

frequent updates regarding this class action. 

23. Mark Zigler of Koskie Minsky LLP has explained the major steps in a class action. I 

understand these major steps include: 

(a) preparing and serving a statement of claim; 

(b) a motion for leave to proceed with the statutory claims under Part 
XXIII.1 of the Securities Act, which will likely include extensive cross
examinations; 

(c) a motion for certification, which I understand involves the court's 
consideration of whether this action is appropriate to proceed as a class 
action. I also understand there will be cross-examinations for this 
motion and that my and the other trustees' ability to fairly and 
adequately represent the class will be in issue; 
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(d) if the action is certified, there would be notice to the class of the 
certification and the right to opt-out (i.e. a chance for class members 
not to participate in the class action); 

(e) the disclosure and exchange of relevant documents; 

(f) examinations for discovery, where the defendants can examine the 
plaintiffs about their claims and those of the class and our counsel can 
examine the defendants' representatives; 

(g) a pre-trial conference where a judge can help the parties towards a 
settlement of the case; 

(h) a trial of the common issues (i.e. a trial that only deals with the certified 
common issues as opposed to the issues individual to the trustees and 
other class members); 

(i) notice to the class if individual hearings or participation is required; 

G) the determination of individual issues, if required; 

(k) the distribution of proceeds (if any) of a money award by judgment or 
settlement; 

(1) appeals, which might include appeals from the certification motion, 
leave motion, other motions or the trial of the common issues; and 

(m) settlement discussions, which could happen at any time. 

24. I understand that as representative plaintiffs the trustees would have, among others, 

the following responsibilities: 

(a) review and keep ourselves informed of the steps in this litigation; 

(b) familiarize ourselves with the issues to be decided at the common 
issues stage and other issues in the action; 

(c) help prepare the affidavits and other materials in support of 
certification, other motions and the materials that would be used at a 
common issues trial; 

(d) attend any cross-examination on my affidavits or otherwise; 

(e) attend the examinations for discovery; 
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(f) assist in preparing and executing an affidavit of documents, which will 
list the relevant documents that the OE Fund has in its possession, 
power or control; 

(g) attend at the common issues trial, providing any direction or assistance 
to class counsel and give evidence regarding the case; 

(h) express the trustees' views on any settlement offers that we receive or 
that we make on behalf of class members; and 

(i) assist in preparing materials in support of a court approving any 
settlement. 

25. The trustees of the OE Fund are committed to actively directing this litigation and 

maximizing the recovery for the class. The trustees have been advised by Mark Zigler and 

accept that we owe a duty to all members of the proposed class to provide fair and adequate 

representation. The trustees intend to work with their co-plaintiffs and counsel to obtain the 

best recovery for the whole class, consistent with good faith and meritorious advocacy. 

26. I believe that I and the other trustees can fairly and adequately represent the interests 

of class members and we are committed to fulfilling our obligations as their representatives. 

LITIGATION PLAN 

27. I have reviewed the draft litigation plan, which I understand will be attached to a 

separate affidavit of one of our lawyers. I understand that the litigation plan provides for 

notice to the class members if the action is certified. I and the other trustees do not have the 

expertise to evaluate the legal aspects of the plan, but our lawyers have formulated this plan 

and I understand from them that it is designed to provide a workable method of determining 

the issues in this action. I understand from our lawyers and believe that the court has approved 

similar litigation plans in Canadian securities class actions. 
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28. I am not aware of a conflict of interest between the trustees and the proposed class 

members with respect to any issues in this case. 

MICHAEL GALLAGHER 
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EXHIBIT "A" TO THE AFFIDA VI~fOF MICHAEL GALLAGHER 
SWORN BEFORE ME, THIS f DAY OF MARCH, 2012 
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Summary of Transactions in Sino's Shares 

TRADE DATE TYPE #OF SHARES PRICE PER UNIT 

McLean Budden 

01-Feb-11 Buy 5,700 $22.2215 

02-Feb-11 Buy 2,500 $22.7232 

03-Feb-11 Buy 2,800 $22.7766 

04-Feb-11 Buy 2,700 $23.2396 

07-Feb-11 Buy 2,000 $23.8432 

08-Feb-11 Buy 8,800 $24.4734 

08-Feb-11 Buy 1,500 $24.55 

17-May-11 Buy 300 $20.48 

17-May-11 Buy 3,500 $20.6637 

18-May-11 Buy 2,500 $20.8238 

18-May-11 Buy 400 $20.79 

19-May-11 Buy 500 $20.9666 

19-May-11 Buy 1,900 $21.0764 

20-May-11 Buy 4,500 $20.4702 

24-May-11 Buy 2,400 $19.4105 

21-Jun-11 Sell 42,000 $1.8407 

Morrison Williams 

20-Jan-11 Buy 181,700 $21.535 

14-Mar-11 Buy 83,800 $21.526 

15-Mar-11 Buy 30,600 $21.616 

3-Jun-11 Sell 296,100 $5.147 

Greystone 

05-Jul-07 Buy 800 $17.1374 

06-Jul-07 Buy 700 $17.0498 

09-Jul-07 Buy 200 $17 

10-Jul-07 Buy 1800 $17.042 

11-Jul-07 Buy 300 $17.25 

16-Jul-07 Buy 400 $17.6 

17-Jul-07 Buy 900 17.7783 
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18-Jul-07 Buy 3900 17.9749 

18-Jul-07 Buy 300 17.8849 

20-Jul-07 Buy 2700 18.8874 

23-Jul-07 Buy 600 18.4758 

24-Jul-07 Buy 600 18.0999 

25-Jul-07 Buy 1000 17.3125 

26-Jul-07 Buy 700 16.7498 

27-Jul-07 Buy 2200 17.098 

30-Jul-07 Buy 3200 17.1184 

31-Jul-07 Buy 5000 17.171 

01-Aug-07 Buy 600 15.9966 

02-Aug-07 Buy 200 16.05 

03-Aug-07 Buy 400 16.05 

07-Aug-07 Buy 600 15.4422 

09-Aug-07 Buy 1000 15.7949 

10-Aug-07 Buy 1200 14.9193 

10-Aug-07 Buy 1000 15.2581 

13-Aug-07 Buy 1000 15.0395 

14-Aug-07 Buy 800 15.1954 

15-Aug-07 Buy 800 14.9744 

16-Aug-07 Buy 4600 13.8702 

17-Aug-07 Buy 2250 13.9638 

20-Aug-07 Buy 800 14.0159 

21-Aug-07 Buy 2200 13.9995 

22-Aug-07 Buy 300 14.3237 

23-Aug-07 Buy 1400 16.1001 

24-Aug-07 Buy 450 16.9357 

29-Aug-07 Buy 1000 17.4422 

30-Aug-07 Buy 600 17.5898 

04-Sep-07 Buy 5200 18.23 

10-Sep-07 Buy 1000 18.85 

26-Sep-07 Buy 1600 22.2955 
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27-Sep-07 Buy 1200 21.8191 

02-0ct-07 Buy 800 23.2441 

03-0ct-07 Buy 5430 23.1858 

04-0ct-07 Buy 2300 23.165 

11-0ct-07 Buy 3970 24.7695 

23-0ct-07 Sell 2700 22.4873 

22-Jan-08 Buy 2900 15.9431 

28-Jan-08 Sell 700 17.711 

26-Feb-08 Sell 270 19.1641 

04-Mar-08 Sell 1200 18.9003 

20-Mar-08 Buy 2200 14.9113 

04-Apr-08 Sell 2700 17.5524 

21-Apr-08 Sell 1200 15.3125 

22-Apr-08 Sell 600 15.2969 

21-May-08 Sell 860 18.0225 

22-May-08 Sell 840 17.99 

08-Jul-08 Buy 1400 16.4677 

11-Aug-08 Buy 1720 14.9995 

12-Aug-08 Buy 130 16.4084 

13-Aug-08 Buy 2100 17.5051 

20-Aug-08 Buy 320 18.8381 

21-Aug-08 Buy 1380 19.4353 

10-Sep-08 Buy 1740 17.7225 

11-Sep-08 Buy 880 18.0153 

07-0ct-08 Buy 3260 10.7574 

14-0ct-08 Buy 1900 10.6571 

15-0ct-08 Buy 4700 9.9627 

18-Nov-08 Buy 2400 6.6901 

21-Nov-08 Buy 1700 5.6527 

25-Feb-09 Buy 4100 8.9626 

26-Feb-09 Buy 1400 8.9057 

21-May-09 Sell 1600 12.6417 
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02-Jun-09 Sell 1700 13.256 

06-0ct-09 Sell 1200 16.5709 

18-Feb-10 Buy 2900 20.2981 

13-May-10 Sell 1700 18.3831 

09-Jun-10 Buy 1000 16.4574 

20-Jul-10 Buy 1500 16.1303 

08-Sep-10 Sell 1300 18.7328 

07-0ct-10 Sell 4800 17.3474 

09-Nov-10 Sell 1600 22.262 

04-Feb-11 Sell 1660 22.9815 

16-Mar-11 Buy 1400 21.9237 

05-May-11 Buy 700 21.268 

26-May-11 Buy 17300 18.4451 

6-Jul-11 Sell 22800 4.7579 

26-Jul-11 Sell 17,900 7.4341 

27-Jul-11 Sell 3,100 7.5853 

26-Aug-11 Sell 16,310 1.72 
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Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF DAVID C. GRANT 

I, DAVID C. GRANT, of the City of Calgary, in the Province of Alberta, MAKE 

OATH AND SAY: 

I. I am a plaintiff in this action and I have knowledge of the matters herein deposed. 

Where I make statements in this affidavit that are not within my personal knowledge, I have 

indicated the source of my information and I believe such information to be true. 
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2. I swear this affidavit in support of the plaintiffs' motions for certification and for the 

purposes of the notice of the proposed settlement with Poyry (Beijing) Consulting Company 

Limited and for no other or improper purpose. 

3. No portion of this affidavit is meant to waive, nor should it be construed as a waiver 

of, solicitor-client, litigation, or any other privilege. 

NATURE OF THE ACTION 

4. This action was commenced on July 20, 2011 against Sino-Forest Corporation 

("Sino") and other defendants. Sino is a publicly traded company, and its shares were traded 

at all material times on the Toronto Stock Exchange under the ticker symbol "TRE". Sino also 

had a number of offerings of notes in the last few years. 

5. In this action, I and the other plaintiffs allege, on our own behalf and on behalf of the 

class of investors that acquired Sino's securities, that Sino misstated its financials, 

substantially overstated the value of its assets, and concealed material information about its 

business and operations from the investors in its public filings. As a result of these alleged 

misrepresentations, Sino's securities, including its notes, traded at artificially inflated prices. 

6. On June 2, 201 I. Muddy Waters Research released a research report alleging fraud 

against Sino and alleging that it "massively exaggerates its assets". This was followed by a 

significant decline Sino's share price. I held 100 Guaranteed Senior Notes of Sino at the time 

and continue to hold those notes. I had purchased these notes on October 21, 2010 at a price 

of US $101.50 per note as part of Sino's October note offering. I understand that the value of 

my notes has declined significantly. Attached and marked as Exhibit "A" is the trade 

confirmation. 
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7. I am pursuing this action to recover my investment losses, to ensure the defendants are 

held accountable for their behaviour, to deter similar conduct by others and to safeguard the 

health and transparency of the public markets. 

8. l chose to advance this action as a class proceeding as I can neither afford nor justify 

pursuing this securities action individually. I invested $10,150 in Sino. I am advised by Daniel 

Bach of Siskinds LLP and I believe that prosecuting this action as an individual action could 

involves hundreds of thousands of dollars in legal fees and expert costs. Even if it could be 

prosecuted for tens of thousands of dollars, it simply would not be justifiable given my losses. 

A class action is the only realistic context in which I and other small investors will recover 

our losses. 

ACTING AS REPRESENTATIVE PLAINTIFF 

9. I am prepared to act as a representative plaintiff in this class action. I understand that 

as representative plaintiff I would be obligated to direct this litigation and to act in the best 

interests of class members. For example, I understand that any settlement discussions with the 

defendants cannot relate only to my losses, but must relate to the claims of the class members 

as a whole. 

10. I and the other plaintiffs seek to represent the following persons as class members in 

this action: 

all persons and entities, wherever they may reside, who 
acquired Sino-Forest Corporation common shares, notes or 
other securities, as defined in the Ontario Securities Act, during 
the period from and including March 19, 2007 to and including 
June 2, 2011 

(a) by distribution in Canada or on the Toronto Stock 
Exchange or other secondary market in Canada, which 
includes securities acquired over-the-counter or 

jl '7 
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(b) who are resident of Canada or were resident of 
Canada at the time of acquisition, 

excluding the defendants, their past and present subsidiaries. 
affiliates, officers, directors, senior employees, partners, legal 
representatives, heirs, predecessors, successors and assigns, and 
any individual who is a member of the immediate family of an 
individual defendant 

11. Counsel for I and the other plaintiffs in this litigation are Koskie Minsky LLP and 

Siskind,g LLP. A. Dimitri Lascaris and other lawyers at Siskinds LLP have provided me with 

frequent updates regarding this class action. 

12. Daniel Bach of Siskinds LLP has explained the major steps in a class action, which I 

understand include: 

(a) preparing and serving a statement of claim; 

(b) a motion for leave to proceed with the statutory claims under Part 
XXIII.l of the Securities Act, which relate to the claims of class 
members that purchased shares on the secondary market (e.g. Toronto 
Stock Exchange); 

(c) a motion for certification, which I understand involves the court's 
consideration of whether this action is appropriate to proceed as a class 
action. I also understand there will be cross-examinations for this 
motion and that my ability to fairly and adequately represent the class 
will be in issue; 

(d) if the action is certified, there would be notice to the class of the 
certification and the right to opt-out (i.e. a chance for class members 
not to participate in the class action); 

(e) the disclosure and exchange of relevant documents; 

(f) examinations for discovery, where the defendants can examine the 
plaintiffs about their claims and those of the class and my counsel can 
examine the defendants' representatives; 

(g) a pre-trial conference where a judge can help the parties towards a 
settlement of the case; 
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(h) a trial of the common issues (i.e. a trial that only deals with the certified 
common issues as opposed to the issues individual to me and other 
class members); 

(i) notice to the class if individual hearings or participation is required; 

G) the determination of individual issues, if required; 

(k) the distribution of proceeds (if any) of a money award by judgment or 
settlement; 

(I) appeals, which might include appeals from the certification motion, 
leave motion, other motions or the trial of the common issues; and 

(m) settlement discussions, which could happen at any time. 

13. f understand that as a representative plaintiff I would have, among others, the 

following responsibilities: 

(a) review and keep myself informed of the steps in this litigation; 

(b) familiarize myself with the issues to be decided at the common issues 
stage and other issues in the action; 

(c) help prepare the affidavits and other materials in support of 
certification, other motions and the materials that would be used at a 
common issues trial; 

(d) attend any cross-examination on my affidavits or otherwise; 

(e) attend the examinations for discovery; 

(f) assist in preparing and executing an affidavit of documents, which will 
list the relevant documents that I have in my possession, power or 
control; 

(g) attend at the common issues trial, providing any direction or assistance 
to class counsel and give evidence regarding the case; 

(h) express my views on any settlement offers that we receive or that we 
make on behalf of class members; and 

(i) assist in preparing materials in support of a court approving any 
settlement. 

45 
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14. I am committed to actively directing this litigation and maximizing the recovery for 

the class. I am advised by Daniel Bach and I understand that I owe a duty to all members of 

the proposed class to provide fair and adequate representation. I intend to work with my co-

plaintiffs and counsel to obtain the best recovery for the whole class, consistent with good 

faith and meritorious advocacy. 

15. I believe that I can fairly and adequately represent the interests of class members and I 

am committed to fulfilling my obligations as their representative. 

LITIGATION PLAN 

16. I have reviewed the draft litigation plan, which I understand will be attached to a 

separate affidavit of one of my lawyers. I understand that the litigation plan provides for 

notice to the class members if the action is certified. I do not have the expertise to evaluate the 

legal aspects of the plan, but my lawyers have formulated this plan and I understand from 

them that it is designed to provide a workable method of determining the issues in this action. 

I understand from my lawyers and believe that the court has approved similar litigation plans 

in Canadian securities class actions. 

17. I am not aware of a conflict of interest between me and the proposed class members 

with respect any issues in this case. 

SWORN BEFORE ME at the City of 
Calgary, on MarchdQ., 2012. 

Brett Turnquist 
Student-At-Law 

• 

DAVID C. GRANT 



This is Exhibit "A" mentioned and referred 
to in the Affidavit of David C. Grant, sworn 
before me at the City of Calgary, on March 

3$.. 2012. 

~==~~==~~==~~~ 
rtli'J:~rnner for Taking Affidavits 

Brett Turnquist 
Student-At-Law 
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DUNDEE SECURITIES CORPORATiON 
1 ADELAIDE STREET EAST. SUITE 2700 
TORONTO, ONTARIO M5C 2\19 

MR DAVID GRANT 
713 CIMARRON CLOSE 
OKOTOKS AB 
T1S 1X3 CAN 

Trade Confirmation 

Client Name 

MR DAVID GRANT 
We confirm you Security description 

CON _5_1 021_00000621 

BOUGHT SINO-FOREST CORPORATION GTD SR NT 6.25% 
210CT2017 

OttJErt tnfcrtnaVcn 

Exchange Rate: 1.0218 

# Shares/Units Price 

10000 $101.5000 

Please indicate your accoWJt numbe-r on all documents and instructions sent to IJS. 

TRADE CONFIRMATION 
Thank you for choosing Dundee for your financial and 
investment needs 

We confirm the following transaction(s} subject to the 
agreement on the reverse side. 

We suggest the retention of this contract for Income Tax 
purposes. 

Your Investment Advisor 

AfifJawad 
Telephone: (780) 443-7777 

Email: ajawad@dundeeweaKh.com 

Acwunl T )'Pe 

CASH RRSP 
Trade Date 

OCTOBER 21, 2010 

Accoullfl 

14A182SN 

Semement Date 

OCTOBER 21,2010 

AS PRINCIPALS, WE CONFIRM THE I'OLLOWJNG SALE TO YOU 

Representative 

Afif Jawad 
SeMty SymOOI 

C83912AF9 

Trade# 

21796 
Description 

Ou' Role 

Principal 

Advisor Code 

BVE5 

CUSIP 

C83912AF9 
Amount 

;:~·AMOON.i' -:· :.':~:·'·' L . --· . . . : t • ..• ··$19,:1so.oo 
., . .,~· • ":1·.-:.: 

Net Amount $10,371.27 CAD 
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Court File No. CV-11-431153-00CP 

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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, 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 (BElliNG) CONSULTING COMPANY LIMITED, CREDIT SUISSE 

SECURITIES (CANADA), INC., TD SECURITIES INC., DUNDEE SECURITIES 
CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL INC., 

CffiC WORLD MARKETS INC., MERRILL LYNCH CANADA INC., CANACCORD 
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC., CREDIT SUISSE 

SECURITIES (USA) LLC and BANC OF AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF ROBERT WONG 

I, ROBERT WONG, of the City of Kincardine, in the Province of Ontario, MAKE 

OATH AND SAY: 

1. I am a plaintiff in this action have I have knowledge of the matters herein deposed. 

Where I make statements in this affidavit that are not within my personal knowledge, I have 

indicated the source of my information and I believe such information to be true. 
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2. I swear this affidavit in support of the plaintiffs' motions for certification and for the 

purposes of the notice of the proposed settlement with Poyry (Beijing) Consulting Company 

Limited and for no other or improper purpose. 

3. No portion of this affidavit is meant to waive, nor should it be construed as a waiver 

of, solicitor-client, litigation, or any other privilege. 

NATURE OF THE ACTION 

4. This action was commenced on July 20, 2011 against Sino-Forest Corporation 

("Sino") and other defendants. Sino is a publicly traded company, and its shares were traded 

at all material times on the Toronto Stock Exchange under the ticker symbol "TRE". 

5. In this action, I and the other plaintiffs allege, on our own behalf and on behalf of the 

class of investors that acquired Sino's securities, that Sino misstated its financials, 

substantially overstated the value of its assets, and concealed material information about its 

business and operations from the investors in its public filings. As a result of these alleged 

misrepresentations, Sino's securities traded at artificially inflated prices. 

6. On June 2, 2011, Muddy Waters Research released a research report alleging fraud 

against Sino and alleging that it "massively exaggerates its assets". This was followed by a 

significant decline Sino's share price . As set out below, I was a shareholder of Sino-Forest 

Corporation from July 2002 to June 2011. By June 1, 2011, I continued to own 508,700 Sino

Forest shares having at that time a market value of approximate $9.4 million. On June 3, 2011 

and June 10, 2011, following the allegations against Sino-Forest, I sold all of my shares for 

total proceeds of approximately $2.8 million. 
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7. I am pursuing this action to recover my investment losses, to ensure the defendants are 

held accountable for their behaviour, to deter similar conduct by others and to safeguard the 

health and transparency of the public markets. 

8. My losses from investing in Sino have been devastating for me. While I was a 

shareholder of Sino, the vast majority of my net worth derived from my investment in Sino. 

9. I chose to advance this action as a class proceeding because of the significant costs of 

prosecuting a securities action on this scale. I had significant losses. However, the legal and 

expert costs of advancing this action on my own would be significant and could approach a 

significant proportion of my losses. I am advised by Daniel Bach of Siskinds LLP and I 

believe that these costs could be over a million dollars, particularly as I held shares over a 

long period of time. Furthermore, the potential adverse cost awards do not justify pursuing 

this action individually. I am advised by Mr. Bach and I believe that adverse cost awards after 

a trial could be in the millions of dollars. 

MY INVESTMENT IN SINO-FOREST CORPORATION 

10. I am an electrical engineer by profession and a retired member of the Professional 

Engineers of Ontario. I am of Chinese original and I speak English and Cantonese fluently. I 

am also able to read Chinese. 

11. I first became a Sino shareholder on July 29, 2002 when I purchased approximately 

15,000 Sino shares over the Toronto Stock Exchange. I was a Sino shareholder continuously 

from that time until June 10, 2011, when I disposed of my last shares of Sino. 
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12. I purchased hundreds of thousands of Sino shares, many of which I acquired during 

the proposed class period in this action. In early September 2008, I owned 1,371,500 Sino 

shares having then a market value of approximately $26.1 million. 

13. On June 2, 2011, I held 518,700 Sino shares with a market value of $9.4 million. 

30,000 of the Sino shares I then owned were purchased at a price of $16.80 per share as part 

of Sino's December 2009 share offering. 

14. On June 3, 2011 and June 10, 2011, after I learned of the serious allegations against 

Sino, I sold all of my shares for a total proceedings of $2.8 million. This included the 30,000 

shares I purchased as part of the December 2009 share offering. Attached and marked as 

Exhibit "A" is a summary of my purchases and sales of Sino shares. 

15. I reviewed many of the public filings that Sino prepared during the time that I was a 

shareholder. I expected and believed that Sino's disclosure documents were materially 

accurate and complete. I would never have invested in Sino had I believed that its disclosure 

documents were unreliable or that its financial statements were not prepare in accordance with 

generally accepted accounting principles (GAAP). 

16. I investigated the business and affairs of Sino not only by reviewing its disclosure 

documents, but also by visiting some of Sino's facilities in China. In March 2005, I travelled 

to Hogn Kong and China in part to examine Sino's operations in China. I advised Sino 

officials of my trip before I went. When I was in Hong Kong, a Sino vice-president, Samuel 

Hui, and a research director met me outside my hotel. They took me to a Sino research 

plantation in the town of Heyuan in the province of Guangdong in China. I spent the 

afternoon at this facility. I then travelled to other locations where Sino purported to have 

manufacturing facilities or plantations. These included Gaoyao, the site of a Sino particle 
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board factory, Wuzhou, an inland port of Xijiang (West River) in Guangxi Province, Yulin, 

the purported location of a tree planation, Nanning, the capitol of Guangxi Province and the 

purported site of a Sino tree plantation, Kunming, the capitol of Yunnan Province, Chengdu, 

the capitol of Sichuan, Chongqing, a major city in central China, and Guangzhou, the capitol 

of Guangdong Province. 

ACTING AS REPRESENTATIVE PLAINTIFF 

17. I am prepared to act as a representative plaintiff in this class action. I understand that 

as representative plaintiff I would be obligated to direct this litigation and to act in the best 

interests of class members. For example, I understand that any settlement discussions with the 

defendants cannot relate only to my losses, but must relate to the claims of the class members 

as a whole. 

18. I and the other plaintiffs seek to represent the following persons as class members in 

this action: 

all persons and entities, wherever they may reside, who 
acquired Sino-Forest Corporation common shares, notes or 
other securities, as defined in the Ontario Securities Act, during 
the period from and including March 19, 2007 to and including 
June 2, 2011 

(a) by distribution in Canada or on the Toronto Stock 
Exchange or other secondary market in Canada, which 
includes securities acquired over-the-counter or 

(b) who are resident of Canada or were resident of 
Canada at the time of acquisition, 

excluding the defendants, their past and present subsidiaries, 
affiliates, officers, directors, senior employees, partners, legal 
representatives, heirs, predecessors, successors and assigns, and 
any individual who is a member of the immediate family of an 
individual defendant 
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19. Counsel for I and the other plaintiffs in this litigation are Koskie Minsky LLP and 

Siskinds LLP. A. Dimitri Lascaris and other lawyers at Siskinds LLP have provided me with 

frequent updates regarding this class action. 

20. Daniel Bach of Siskinds LLP has explained the major steps in a class action, which I 

understand include: 

(a) preparing and serving a statement of claim; 

(b) a motion for leave to proceed with the statutory claims under Part 
XXIII. I of the Securities Act, which will likely include extensive cross
examinations; 

(c) a motion for certification, which I understand involves the court's 
consideration of whether this action is appropriate to proceed as a class 
action. I also understand there will be cross-examinations for this 
motion and that my ability to fairly and adequately represent the class 
will be in issue; 

(d) if the action is certified, there would be notice to the class of the 
certification and the right to opt-out (i.e. a chance for class members 
not to participate in the class action); 

(e) the disclosure and exchange of relevant documents; 

(f) examinations for discovery, where the defendants can examine the 
plaintiffs about their claims and those of the class and my counsel can 
examine the defendants' representatives; 

(g) a pre-trial conference where a judge can help the parties towards a 
settlement of the case; 

(h) a trial of the common issues (i.e. a trial that only deals with the certified 
common issues as opposed to the issues individual to the trustees and 
other class members); 

(i) notice to the class if individual hearings or participation is required; 

(j) the determination of individual issues, if required; 

(k) the distribution of proceeds (if any) of a money award by judgment or 
settlement; 
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(1) appeals, which might include appeals from the certification motion, 
leave motion, other motions or the trial of the common issues; and 

(m) settlement discussions, which could happen at any time. 

21. I understand that as a representative plaintiff I would have, among others, the 

following responsibilities: 

(a) review and keep myself informed of the steps in this litigation; 

(b) familiarize myself with the issues to be decided at the common issues 
stage and other issues in the action; 

(c) help prepare the affidavits and other materials in support of 
certification, other motions and the materials that would be used at a 
common issues trial; 

(d) attend any cross-examination on my affidavits or otherwise; 

(e) attend the examinations for discovery; 

(f) assist in preparing and executing an affidavit of documents, which will 
list the relevant documents that I have in my possession, power or 
control; 

(g) attend at the common issues trial, providing any direction or assistance 
to class counsel and give evidence regarding the case; 

(h) express my views on any settlement offers that we receive or that we 
make on behalf of class members; and 

(i) assist in preparing materials in support of a court approving any 
settlement. 

22. I am committed to actively directing this litigation and maximizing the recovery for 

the class. I am advised by Daniel Bach and I understand that I owe a duty to all members of 

the proposed class to provide fair and adequate representation. I intend to work with my co-

plaintiffs and counsel to obtain the best recovery for the whole class, consistent with good 

faith and meritorious advocacy. 
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23. I believe that I can fairly and adequately represent the interests of class members and I 

am committed to fulfilling my obligations as their representative. 

LITIGATION PLAN 

24. I have reviewed the draft litigation plan, which I understand will be attached to a 

separate affidavit of one of my lawyers. I understand that the litigation plan provides for 

notice to the class members if the action is certified. I do not have the expertise to evaluate the 

legal aspects of the plan, but my lawyers have formulated this plan and I understand from 

them that it is designed to provide a workable method of determining the issues in this action. 

I understand from my lawyers and believe that the court has approved similar litigation plans 

in Canadian securities class actions. 

25. I am not aware of a conflict of interest between me and the proposed class members 

with respect any issues in this case. 

, ~ORN BEFORE ME at the City of 
4(J.M.e.o~o,.Vf. in the Province of Ontario, 

on March;{~ 2012. 

MARSHA PAULINE LEGGETT, a Commissioner, 
etc., Province of Ontario, for 
WilliamS. Mathers, Barrister and Solicitor. 
Expires January 20, 2013. 

ROBERT WONG 



This is Exhibit "A" mentioned and referred to in 
the Affid~f Robert Wong, sworn before me at 
the City o t:.DK.DoJL in the Province of Ontario, 
on March 22, 20 12. 

Commissioner or Taking Affidavits 

MARSHA PAULINE LEGGffi, a Commissioner, 
etc., Province of Ontario, for 
William S. Mathers, Banister and Sollcilor. 
Expires January 20, 2013. 
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Court File No. CV-ll-431153-00CP 

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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, 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., 

CIDC WORLD MARKETS INC., MERRILL LYNCH CANADA INC., CANACCORD 
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC., CREDIT SUISSE 

SECURITIES (USA) LLC and BANC OF AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF RICH.L\RD GROTTHEIM 

I, RICHARD GROTTHEIM, of the City of Stockholm, in the Country of Sweden, 

MAKE OATH AND SAY: 

1. I am the chief executive officer of Sjunde AP-Fonden ("AP7''), a plaintiff in this 

action, and I have knowledge of the matters herein deposed. Where I make statements in this 

affidavit that are not within my personal knowledge, I have indicated the source of my 

information and I believe such information to be true. 
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2. I swear this affidavit in support of the plaintiffs' motions for certification and for the 

purposes of the notice of the proposed settlement with P6yry (Beijing) Consulting Company 

Limited and for no other or improper purpose. 

3. No portion of this affidavit is meant to waive, nor should it be construed as a waiver 

of, solicitor-client, litigation, or any other privilege. 

AP7 

4. AP7 is the Seventh Swedish National Pension Fund and is part of Sweden's national 

pension system. AP7 is governed by a board of directors. AP7 is appointed in mandatory 

Swedish Law as the exclusive manager of two funds, the AP7 Securities Fund and the AP7 

Fixed Income Fund. This action only relates to transactions done on behalf or AP7 Securities 

Fund. As of June 30, 2011, the two funds had approximately 1 03 billion SEK (approximately 

$15.9 billion at current exchange rates) in assets under management by AP7. 

5. AP7 is authorized to initiate and prosecute legal actions on behalf of the funds it 

manages, and no other person or entity other than AP7 may commence claims on behalf of 

those funds. 

NATURE OF THE ACTION 

6. This action was commenced on July 20, 2011 against Sino-Forest Corporation 

("Sino") and other defendants. Sino is a publicly traded company, and its shares were traded 

at all material times on the Toronto Stock Exchange under the ticker symbol "TRE". 

7. In this action, the plaintiffs allege, on their own behalf and on behalf of the class of 

investors that acquired Sino's securities, that Sino misstated its financials~ substantially 

overstated the value of its assets, and concealed material information about its business and 
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operations from the investors in its public filings. As a result of these alleged 

misrepresentations, Sino's securities traded at artificially inflated prices. 

8. On June 2, 2011, Muddy Waters Research released a research report alleging fraud 

against Sino-Forest and alleging that it ''massively exaggerates its assets". This was followed 

by a significant decline Sino-Forest's share price. As set out below, AP7 held 139,398 shares 

at the time of this report. 

9. AP7 is pursuing this action because of the losses suffered by the AP7 Securities Fund 

to ensure the defendants are held accountable for their behaviour, to deter similar conduct by 

others and to safeguard the health and transparency of the public markets. 

10. AP7 chose to advance this action as a class proceeding in light of the significant cost 

of prosecuting a securities action on this scale. The losses sustained by the AP7 Securities 

Fund, while significant, do not justify the legal and expert costs of advancing these claims as 

an individual action. Furthermore, the potential adverse cost awards do not justify pursuing 

this action individually. I am advised by Daniel Bach of Siskinds LLP and I believe that 

adverse cost awards after a trial could be in the millions of dollars. 

11. Finally, l appreciate that Sino securities were held by a wide range of investors in 

different financial positions. I have been advised by Daniel Bach that some investors, such as 

AP7's co-plaintiff Mr. Grant, had very small investments, and undoubtedly do not have the 

ability to advance expensive complex commercial litigation of this nature. I have also been 

advised that these investors cannot afford pursuing an expensive complex commercial 

litigation of this nature on an individual basis, and for those that can, such as AP7, it would 

not make financial sense to do so. 
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AP7'S INVESTMENT IN SINO-FOREST CORPORATION 

12. AP7 purchased, on behalf of the AP7 Securities Fund, Sino shares between April 21, 

2010 and January 14,2011 over the Toronto Stock Exchange. 

13. AP7 held, on behalf of the AP7 Securities Fund, a total of 139,398 shares on June l, 

2011, with a market value of$18.21 per share or $2,538,438, at the close of trading on June 1, 

2011. On August 24, 2011, AP7 sold 43,095 Sino shares for net proceeds of $188,829.36. 

AP7 continues to hold 96,303 Sino shares. Attached and marked as Exhibit "A" is a 

summary of AP7' s transactions in Sino shares. 

ACTING AS REPRESENTATIVE PLAINTIFF 

14. AP7 is prepared to act as representative plaintiffs in this class action. I understand that 

as a representative plaintiff AP7 would be obligated to direct this litigation and to act in the 

best interests of class members. For example, I understand that any settlement discussions 

with the defendants cannot relate only to AP7's losses, but must relate to the claims of the 

class members as a whole. 

15. AP7 seeks to represent the fol.lowing persons as class members in this action: 

all persons and entities, wherever they may reside, who 
acquired Sino-Forest Corporation common shares, notes or 
other securities, as defined in the Ontario Securities Act, during 
the period from and including March 19, 2007 to and including 
June 2, 2011 

(a) by distribution in Canada or on the Toronto Stock 
Exchange or other secondary market in Canada, which 
includes securities acquired over-the-counter or 

(b) who are resident of Canada or were resident of 
Canada at the time of acquisition, 

excluding the defendants, their past and present subsidiaries, 
affiliates, officers, directors, senior employees, partners, legal 
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representatives, heirs, predecessors, successors and assigns, and 
any individual who is a member of the immediate family of an 
individual defendant 

16. Counsel to AP7 and the other plaintiffs in this litigation are Koskie Minsky LLP and 

Siskinds LLP. AP7 has also retained the U.S. law firm of Kessler Topaz Meltzer & Check, 

LLP as United States securities law experts. Kessler Topaz has acted for AP7 in U.S. 

securities litigation for a number of years and I believe their extensive expertise will be of 

significant benefit to AP7 and to the class. Lawyers at Kessler Topaz, along with lawyers at 

Siskinds LLP, have provided AP7 with frequent updates regarding this class action. 

17. Daniel Bach of Siskinds LLP has explained the major steps in a class action. I 

understand these major steps include: 

(a) preparing and serving a statement of claim; 

(b) a motion for leave to proceed with the statutory claims under Part XXUI.l of 

the Securities Act, which will likely include extensive cross~xaminations; 

(c) a motion for certification, which I understand involves the court's 

consideration of whether this action is appropriate to proceed as a class action. 

I also understand there will be cross-examinations for this motion and that 

AP7's ability to fairly and adequately represent the class will be in issue; 

(d) if the action is certified, there would be notice to the class of the certification 

and the right to opt-out (i.e. a chance for class members not to participate in the 

class action); 

(e) the disclosure and exchange of relevant documents; 

(f) examinations for discovery, where the defendants can examine the plaintiffs 

about their claims and those of the class, and our counsel can examine the 

defendants' representatives; 
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(g) a pre-trial conference where a judge can help the parties towards a settlement 

of the case; 

(h) a trial of the common issues (i.e. a trial that only deals with the certified 

common issues as opposed to the issues individual to AP7 and other class 

members, if any); 

(i) notice to the class if individual hearings or participation is required; 

G) the determination of individual issues, if required; 

(k) the distribution of proceeds (if any) of a money award by judgment or 

settlement; 

(l) appeals, which might include appeals from the certification motion, leave 

motion, other motions or the trial of the common issues; and 

(m) settlement discussions, which could happen at any time. 

18. I understand that, as representative plaintiff, AP7 would have, among others, the 

following responsibilities: 

(a) review and keep ourselves informed of the steps in this litigation; 

(b) familiarize itself with the issues to be decided at the common issues stage and 

other issues in the action; 

(c) help prepare the affidavits and other materials in support of certification, other 

motions and the materials that would be used at a common issues trial; 

(d) attend any cross-examination on my affidavits or otherwise; 

(e) attend the examinations for discovery; 

(f) assist in preparing and executing an affidavit of documents, which will list the 

relevant documents that AP7 has in its possession, power or control; 
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(g) attend at the common issues trial, providing any direction or assistance to class 

counsel and give evidence regarding the case; 

(h) express AP7's views on any settlement offers that it receives or that it makes 

on behalf of class members; and 

(i) assist in preparing materials in support of a court approving any settlement. 

19. AP7 is committed to actively directing this litigation and maximizing the recovery for 

the class. AP7 has been advised by Daniel Bach and accepts that we owe a duty to all 

members of the proposed class to provide fair and adequate representation. AP7 intends to 

work with their co-plaintiffs and counsel to obtain the best recovery for the whole class, 

consistent with good faith and meritorious advocacy. 

20. AP7 has acted as lead plaintiff in two class actions in the United States, against 

Johnson & Johnson (a securities class action) and Anheuser-Busch Companies] Inc. (a 

stockholder class action). Accordingly, AP7 understands the obligations of a plaintiff in a 

class action to act in the interests of class members. 

21. I believe that AP7 can fairly and adequately represent the interests of class members 

and we are committed to fulfilling our obligations as their representatives. 

LITIGATION PLAN 

22. 1 have reviewed the draft litigation plan, which I understand will be attached to a 

separate affidavit of one of our lawyers. I understand that the litigation plan provides for 

notice to the class members if the action is certified. I do not have the expertise to evaluate the 

legal aspects of the plan, but our lawyers have formulated this plan and I understand from 

them that it is designed to provide a workable method of determining the issues in this action. 
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I understand from our lawyers and believe that the court has approved similar litigation plans 

in Canadian securities class actions. 

23. I am not aware of a conflict of interest between AP7 and the proposed class members 

with respect any issues in this case. 

I, the undersigned, Anne-Marie Bonde, Notary Public of 
the City of Stockholm, Sweden, hereby certify that 
KRISTINA OLNEN EINARSSON 
has issued and signed the foregoing document. 
Fee 240:- Stockholm 29.03.2012 
Crowns Ex officio: 

I, the undersigned, Anne-Marie Bonde, Notary Public of 
the City of Stockholm, Sweden, hereby certify that 
RICHARD GROTTHEIM 
duly authorized to sign for 
SJUNDE AP-FONDEN 
has issued and signed the foregoing document. 
Fee 400:- Stockholm 29.03.2012 
Crowns Ex officio: 



EXWBIT "A" TO THE AFFIDAVIT OF RICHARD GROTTHEIM 
SWORN BEFORE ME, THIS 29 DAY OF MARCH, 2012 

I, the undersigned, Anne-Marie Bonde, Notary Public of 
the City of Stockholm, Sweden, hereby certify that 
KRISTINA OLNEN EINARSSON 
has issued and signed the foregoing document. 
Fee 240:- Stockholm 29.03.2012 
Crowns Ex officio: 
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Summary of Transactions in Sino's Shares 

TRADE DATE TYPE #OFSBARES PRICE PER UNIT 

4/2112010 Purchase 2,945 $19.6986 

4/2212010 Purchase 4,900 $19.80 

4/2212010 Purchase 1,020 $19.80 

4123/2010 Purchase 5,500 $19.49 

412612010 Purchase 1,994 $19.5122 

4/2712010 Purchase 71,500 $19.3148 

4/27/2010 Purchase 6,085 $19.3206 

4/27/2010 Purchase 1,300 $19.3152 

4/28/2010 Purchase 4,070 $18.6711 

5/5/2010 Purchase 3,082 $17.6994 

5/6/2010 Purchase 4,123 $18.0285 

5/7/2010 Purchase 3,469 $17.5641 

5/1012010 Purchase 3,147 $17.7518 

5/11/2010 Purchase 1,933 $17.6461 

10/612010 Purchase 6,100 $17.7350 

12/14/2010 Purchase 13,600 $24.4373 

1/14/2011 Purchase 4,630 $22.6349 

8/24/2011 Sale 43,095 $4.3817 
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2. I swear this affidavit in support of the plaintiffs' motions fm certification and for the 

purposes of the notice of the proposed settlement with Poyry (Beijing) Consulting Company 

Limited and for no other or improper purpose. 

NATURE OF THIS ACTION 

3. This action was commenced on July 20, 2011 against Sino-Forest Corporation 

("Sino") and other defendants. Sino is a publicly traded company, and its shares were traded 

at all material times on the Toronto Stock Exchange under the ticker .symbol "TRE.'' 

In this action, the plaintiffs allege, on their own behalf and on behalf of the class of 

investors that acquired Sino's securities, that Sino misstated its financials, substantially 

overstated the value of its assets, and concealed material information about its business and 

operations from the investors in its public filings. As a result of these alleged 

misrepresentations, Sino's securities allegedly traded at artificially inflated prices for many 

years. 

5. On June 2011, Muddy Waters Research released a research report alleging fraud 

against Sino-Forest and alleging that it "massively exaggerates its assets". This was followed 

a decline Sino-Forest's share price. 

6. On January 26, 2012, the plaintiffs filed an amended notice of action and a staltem1.ent 

7. A Proposed Fresh As Amended Statement of Claim was served on the defendants as 

the plaintiffs' motion record seeking leave under Part XXIII. I of the 

AU:actted and marked as Exhibit "A" is a copy of the Proposed Fresh As Amended Statement 
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of Claim. The certification motion and leave motion are set to he heard by this court on 

November 21, 2012 to November 30, 2012. 

IMPUGNED DOCUMENTS 

8. This action centres around allegations that there were misrepresentations in Sino's 

public filings. The statement of claim as filed and the Proposed Fresh As Amended Statement 

of Claim refer to the following impugned documents: 

i) 2005 to 2010 annual financial statements 

ii) 2006 to 2010 annual information forms 

iii) 2006 to 2010 annual management's discussion 
analysis 

iv) 2007 and 2008 amended annual management's 
discussion and analysis 

v) Ql 2006, Q1-Q3 2007, Ql-Q3 2008, Ql-Q3 2009 and 
Q l-Q3 2010 interim financial statements 

vi) Ql-Q3 2007, Ql-Q3 2008, Ql-Q3 2009 and Ql-Q3 
2010 management's discussion and analysis 

vii) management information circular dated April 27, 2007 

viii) management information circular dated April 28, 2008 

management information circular dated April 28, 2009 

manag:ement information circular dated May 4, 2010 

manag;emem: information circular dated May 

2007 prospectus 

2008 offering memorandum 

June 2009 prospectus 

2009 offering memorandum 

December 2009 prospectus 

Ue<;em.oer 2009 offering memorandum 

lf'1',..,,1'\,.,. 2010 offering memorandum, 

l 
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A copy of these impugned documents are contained in Exhibit "A" to my affidavit filed in 

respect of the motion for leave under section 138.8 of the Securities Act and the plaintiffs 

intend to rely on these documents in respect of the motion for certification. 

CERTIFICATION CRITERIA 

Class definition 

9. The proposed class definition in this action essentially comprises persons who 

acquired Sino securities between March 19, 2007 and June 2, 2011 (inclusive). 

10. The beginning of the proposed class period corresponds to Sino's announcement of its 

financial results for Q4 2006 and for the year ended December 31, 2006. After this 

announcement, there was a substantial increase in Sino's share price. Attached and marked as 

Exhibit "B" is a spreadsheet showing Canadian stock price data for Sino's shares from 

January 1, 2007 to August 25, 2011. On my instructions, Michael McAlpine, the librarian at 

Siskinds LLP, created this spreadsheet from data provided by Bloomberg. 

11. The end of the proposed class period is June 2, 2011. This is the date on which Muddy 

Waters Research released a report on Sino that alleged that Sino had misstated financial 

falsely claimed to acquire trees it did not own, reported sales that had not been 

or made a manner that did not permit Sino to report the sales as re)l'enue 

under generally accepted accounting principles and concealed numerous related 

trrulsactt<ms. Attached and marked as Exhibit "C" is a copy of the Muddy Waters Research 

report dated 2011. 
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Estimate of the class size 

12. The plaintiffs do not, at this stage, have a definitive estimate as to the size of the 

proposed class. As of August 26, 2011, when Sino securities were cease traded, there were 

approximately 246 million outstanding Sino shares. 

13. Class counsel contacted NPT Ricepoint Class Action Services for the purposes of 

assisting with notice of certification and opt out procedures. David Weir ofNPT advised me 

that he estimates there are roughly 50,000 class members. He based this estimate on NPT's 

review of factors such as share price before analyst report. trading volumes, market 

capitalization, length of the class period, the number of exchanges where Sino-Forest shares 

were traded and the industry. 

14. Sino-Forest ought to have more complete information regarding the number of class 

members and their contact information. Sino-Forest is required by the Canada Business 

Corporations Act R.S.C. 1985, c. C-44 to periodically send materials to its shareholders, such 

as shareholder meeting materials. 

15. Sino-Forest should also have information on the names and addresses of noteholders. 

For example, event 

a fundamental ""''".u15,,.., Sino-Forest shall mail a notice of such change to all noteholders "at 

their address shown in of the Registrar" and to the beneficial . The 

December 2009 memorandum is contained on the CD in Exhibit to my affidavit 

filed in respect ofthe motion leave under section 138.8 of the ... vru.-u 
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Preferable Procedure 

16. Having discussed this matter with my colleagues, I estimate that the cost of litigating 

this matter through a trial of the common issues, including the cost of expert fees, will total at 

least $5 million. As of the date of this affidavit, class counsel have approximately $L8 million 

in docketed time and have incurred approximately $450,000 in disbursements. 

17. The documentary evidence will likely be extensive and time-consuming to collect and 

review. For instance, the relevant public documents in this case already number in the 

hundreds of documents and thousands of pages. Given our experience in other securities class 

actions involving public companies, it is highly likely that there will be thousands, if not tens 

ofthousands, of relevant documents, many of which are in Chinese. 

18. Further, there will be substantial expert costs in litigating this action through to triaL 

As set out in the proposed litigation plan, the plaintiffs have already retained accounting 

experts, economists and damages experts and experts on Chinese law and Suriname law. 

Litigation Plan 

19. A litigation plan has been developed that sets out a workable method of advancing 

proceeding on behalf of the class members. The litigation plan is subject to r .... ., ... Uf 

on~~omtg modification by this Honourable Court, as well as input from the aetem:lan1:S. 

Attached and marked as Exhibit "D" is the proposed litigation plan. 

Siskinds has prepared numerous litigation plans for securities class actions and 

the court has approved similar litigation plans in the past. Attached and marked as Exhibits 

"E-1" "E-2" are of the certification orders in Silver v.Jmax Corp. Dobbie v. 
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SETTLEMENT WITH POYRY (BEIJING) CONSULTING COMPANY LIMITED 

21. The plaintiffs have entered a settlement agreement with POyry (Beijing) Consulting 

Company Limited, executed as of March 20, 2012. The settlement agreement essentially 

provides that POyry will provide information and cooperation to the plaintiffs for the purposes 

of prosecuting this action against the remaining defendants. Attached and marked as Exhibit 

"F" is a copy of the settlement agreement. 

22. In exchange for information and cooperation, there would be a release of claims 

against POyry and a bar order preventing claims for contribution, indemnity and other claims 

over in respect of the released claims. If it is later determined that the non-settling defendants 

have such rights of contribution, indemnity or claim over against POyry, then the class 

members would not be entitled to claim or recover from the non-settling defendants the 

proportion of any judgment that the Ontario court would have apportioned to Poyry. 

23. The settlement agreement provides that the parties shall consent to certification for the 

purposes of settlement and that POyry will pay the first $100,000 of the costs of providing 

notice of certification and fairness hearing and half of any such costs over $100,000. The opt 

out period would run 60 days from the time the notice of certification is first published. 

NOTICE AND COMMUNICATIONS WITH CLASS MEMBERS 

24. The plaintiffs propose to provide notice to the class as follows: 

provided by counsel to any person who requests 

(a) 

(b) 

(c) sent to the addresses of class members based on a list of names 
addresses for security holders to be provided the defendants; 

Report 
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(f) 

(g) 

(j) 
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published once in the national edition of the National Post, Financial 
Post section; 

published once, in French, in La Presse; 

sent to brokers in Canada asking them to bring the notice to the 
attention of their clients who acquired Sino securities during the class 
period; and 

posted by Sino in a prominent location on the main page of its website. 

25. I believe the notice plan will be sufficient for the purposes of notifying class members 

of certification and providing them an adequate opportunity to opt-out of the class action (if 

certified). 

26. In particular, the plaintiffs are seeking an order requiring Sino to deliver to the 

plaintiffs within ten days a list of the names and addresses of known beneficial owners of its 

securities as of the last day of the class period, June 2, 2011. The addresses in this list would 

be used to distribute the notice to security holders directly. 

27. Class counsel have engaged NPT Ricepoint Class Action Services to assist in 

distributing the notice and collecting opt outs from class members. NPT Ricepoint 

experience in distributing notices in more than thirteen class actions, including at least 

securities class actions. 

SWORN ME at 
Toronto, on April 2nd, 

r Taking Affidavits 
an (LSUC #55557F) 



This is Exhibit "A" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 2nd day of April, 
2012. 
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I. DEFINED TERMS 

1. In this Statement of Claim, in addition to the terms that are defined elsewhere herein, the 

following terms have the following meanings: 

(a) "AI" means Authorized Intermediary; 

(b) "AIF" means Annual Information Form; 
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"Ardell" means the defendant William E. Ardell; 

"Bane of America" means the defendant Merrill Lynch, Pierce, Fenner & Smith 

Incorporated; 

(e) "BDO" means the defendant BDO Limited; 

(f) "Bowland" means the defendant James P. Bowland; 

(g) "BVI" means British Virgin Islands; 

(h) "Canaccord" means the defendant Canaccord Financial Ltd.; 

(i) "CBCA" means the Canada Business Corporations Act, RSC 1985, c. C-44, as 

amended; 

Q) "Chan" means the defendant Allen T.Y. Chan also known as "Tak Yuen Chan"; 

(k) "CIBC" means the defendant CIBC World Markets Inc.; 

(1) "CJA" means the Ontario Courts of Justice Act, RSO 1990, c C-43, as amended; 

(m) "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 or 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; 

(n) "Class Period" means the period from and including March 19, 2007 to and 

including June 2, 2011; 

(o) "Code" means Sino's Code ofBusiness Conduct; 

(p) "CPA" means the Ontario Class Proceedings Act, 1992, SO 1992, c 6, as 

amended; 
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(q) "Credit Suisse" means the defendant Credit Suisse Securities (Canada), Inc.; 

(r) "Credit Suisse USA" means the defendant Credit Suisse Securities (USA) LLC; 

(s) "Defendants" means Sino, the Individual Defendants, Poyry, BDO, E&Y and 

the Underwriters; 

(t) "December 2009 Offering Memorandum" means Sino's Final Offering 

Memorandum, dated December 10, 2009, relating to the distribution of Sino's 

4.25% Convertible Senior Notes due 2016 which Sino filed on SEDAR on 

December 11, 2009; 

(u) "December 2009 Prospectus" means Sino's Final Short Form Prospectus, dated 

December 10, 2009, which Sino filed on SEDAR on December 11, 2009; 

(v) "Dundee" means the defendant Dundee Securities Corporation; 

(w) "E& Y" means the defendant, Ernst and Young LLP; 

(x) "Excluded Persons" means the Defendants, their past and present subsidiaries, 

affiliates, officers, directors, senior employees, partners, legal representatives, 

heirs, predecessors, successors and assigns, and any individual who is a member 

of the immediate family of an Individual Defendant; 

(y) "Final Report" means the report of the IC, as that term is defined in paragraph 10 

hereof; 

(z) "GAAP" means Canadian generally accepted accounting principles; 

(aa) "GAAS" means Canadian generally accepted auditing standards; 

(bb) "Horsley" means the defendant David J. Horsley; 

(cc) "Hyde" means the defendant James M.E. Hyde; 

(dd) "Impugned Documents" mean the 2005 Annual Consolidated Financial 

Statements (filed on SEDAR on March 31, 2006), Q 1 2006 Financial Statements 
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(filed on SEDAR on May 11, 2006), the 2006 Annual Consolidated Financial 

Statements (filed on SEDAR on March 19, 2007), 2006 AIF (filed on SEDAR on 

March 30, 2007), 2006 Annual MD&A (filed on SEDAR on March 19, 2007), 

Management Information Circular dated April27, 2007 (filed on SEDAR on May 

4, 2007), Q1 2007 MD&A (filed on SEDAR on May 14, 2007), Q1 2007 

Financial Statements (filed on SEDAR on May 14, 2007), June 2007 

Prospectus, Q2 2007 MD&A (filed on SEDAR on August 13, 2007), Q2 2007 

Financial Statements (filed on SEDAR on August 13, 2007), Q3 2007 MD&A 

(filed on SEDAR on November 12, 2007), Q3 2007 Financial Statements (filed 

on SEDAR on November 12, 2007), 2007 Annual Consolidated Financial 

Statements (filed on SEDAR on March 18, 2008), 2007 AIF (filed on SEDAR on 

March 28, 2008), 2007 Annual MD&A (filed on SEDAR on March 18, 2008), 

Amended 2007 Annual MD&A (filed on SEDAR on March 28, 2008), 

Management Information Circular dated April 28, 2008 (filed on SEDAR on May 

6, 2008), Q1 2008 MD&A (filed on SEDAR on May 13, 2008), Q1 2008 

Financial Statements (filed on SEDAR on May 13, 2008), July 2008 Offering 

Memorandum, Q2 2008 MD&A (filed on SEDAR on August 12, 2008), Q2 

2008 Financial Statements (filed on SEDAR on August 12, 2008), Q3 2008 

MD&A (filed on SEDAR on November 13, 2008), Q3 2008 Financial Statements 

(filed on SEDAR on November 13, 2008), 2008 Annual Consolidated Financial 

Statements (filed on SEDAR on March 16, 2009), 2008 Annual MD&A (filed on 

SEDAR on March 16, 2009), Amended 2008 Annual MD&A (filed on SEDAR 

on March 17, 2009), 2008 AIF (filed on SEDAR on March 31, 2009), 

Management Information Circular dated April 28, 2009 (filed on SEDAR on May 

4, 2009), Q1 2009 MD&A (filed on SEDAR on May 11, 2009), Ql 2009 

Financial Statements (filed on SEDAR on May 11, 2009), June 2009 

Prospectus, June 2009 Offering Memorandum, Q2 2009 MD&A (filed on 

SEDAR on August 10, 2009), Q2 2009 Financial Statements (filed on SEDAR on 

August 10, 2009), Q3 2009 MD&A (filed on SEDAR on November 12, 2009), 

Q3 2009 Financial Statements (filed on SEDAR on November 12, 2009), 

December 2009 Prospectus, December 2009 Offering Memorandum, 2009 
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Annual MD&A (filed on SEDAR on March 16, 2010), 2009 Audited Annual 

Financial Statements (filed on SEDAR on March 16, 2010), 2009 AIF (filed on 

SEDAR on March 31, 2010), Management Information Circular dated May 4, 

2010 (filed on SEDAR on May 11, 2010), Q1 2010 MD&A (filed on SEDAR on 

May 12, 2010), Q1 2010 Financial Statements (filed on SEDAR on May 12, 

2010), Q2 2010 MD&A (filed on SEDAR on August 10, 2010), Q2 2010 

Financial Statements (filed on SEDAR on August 10, 2010), October 2010 

Offering Memorandum, Q3 2010 MD&A (filed on SEDAR on November 10, 

2010), Q3 2010 Financial Statements (filed on SEDAR on November 10, 2010), 

2010 Annual MD&A (March 15, 2011), 2010 Audited Annual Financial 

Statements (filed on SEDAR on March 15, 2011), 2010 AIF (filed on SEDAR on 

March 31, 2011), and Management Information Circular dated May 2, 2011 (filed 

on SEDAR on May 10, 2011); 

(ee) "Individual Defendants" means Chan, Martin, Poon, Horsley, Ardell, 

Bowland, Hyde, Mak, Murray, Wang, and West, collectively; 

(ff) "July 2008 Offering Memorandum" means the Final Offering Memorandum 

dated July 17, 2008, relating to the distribution of Sino's 5% Convertible Senior 

Notes due 2013 which Sino filed on SEDAR as a schedule to a material change 

report on July 25, 2008; 

(gg) "June 2007 Prospectus" means Sino's Short Form Prospectus, dated June 5, 

2007, which Sino filed on SEDAR on June 5, 2007; 

(hh) "June 2009 Offering Memorandum" means Sino's Exchange Offer 

Memorandum dated June 24, 2009, relating to an offer to exchange Sino's 

Guaranteed Senior Notes due 2011 for new 10.25% Guaranteed Senior Notes due 

2014 which Sino filed on SEDAR as a schedule to a material change report on 

June 25, 2009; 

(ii) "June 2009 Prospectus" means Sino's Final Short Form Prospectus, dated June 

1, 2009, which Sino filed on SEDAR on June 1, 2009; 
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(jj) "Maison" means the defendant Maison Placements Canada Inc.; 

(kk) "Martin" means the defendant W. Judson Martin; 

(11) "Mak" means the defendant Edmund Mak; 

(mm) "MD&A" means Management's Discussion and Analysis; 

(nn) "Merrill" means the defendant Merrill Lynch Canada Inc.; 

(oo) "Muddy Waters" means Muddy Waters LLC; 

(pp) "Murray" means the defendant Simon Murray; 

(qq) "October 2010 Offering Memorandum" means the Final Offering 

Memorandum dated October 14, 2010, relating to the distribution of Sino's 6.25% 

Guaranteed Senior Notes due 2017; 

(rr) "Offering" or "Offerings" means the primary distributions in Canada of Sino's 

Securities that occurred during the Class Period including the public offerings of 

Sino's common shares pursuant to the June 2007, June 2009 and December 

2009 Prospectuses, as well as the offerings of Sino's notes pursuant to the July 

2008, June 2009, December 2009, and October 2010 Offering Memoranda, 

collectively; 

(ss) "OSA" means the Securities Act, RSO 1990 c S.5, as amended; 

(tt) "OSC" means the Ontario Securities Commission; 

(uu) "Plaintiffs" means the plaintiffs, the Trustees of the Labourers' Pension Fund of 

Central and Eastern Canada ("Labourers"), the Trustees of the International 

Union of Operating Engineers Local 793 Pension Plan for Operating Engineers in 

Ontario ("Operating Engineers"), Sjunde AP-Fonden ("APT'), David C. Grant 

("Grant"), and Robert Wong ("Wong"), collectively; 

(vv) "Poon" means the defendant Kai Kit Poon; 
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(ww) "Poyry" means the defendant, Poyry (Beijing) Consulting Company Limited; 

(xx) "PRC" means the People's Republic of China; 

(yy) "Representation" means the statement that Sino's financial statements complied 

withGAAP; 

(zz) "RBC" means the defendant RBC Dominion Securities Inc.; 

(aaa) "Scotia" means the defendant Scotia Capital Inc.; 

(bbb) "Second Report" means the Second Interim Report of the IC, as that term is 

defined in paragraph 1 0 hereof; 

(ccc) "Securities" means Sino's common shares, notes or other securities, as defined in 

the OSA; 

(ddd) "Securities Legislation" means, collectively, the OSA, the Securities Act, RSA 

2000, c S-4, as amended; the Securities Act, RSBC 1996, c 418, as amended; the 

Securities Act, CCSM c S50, as amended; the Securities Act, SNB 2004, c S-5.5, 

as amended; the Securities Act, RSNL 1990, c S-13, as amended; the Securities 

Act, SNWT 2008, c 10, as amended; the Securities Act, RSNS 1989, c 418, as 

amended; the Securities Act, S Nu 2008, c 12, as amended; the Securities Act, 

RSPEI 1988, c S-3.1, as amended; the Securities Act, RSQ c V-1.1, as amended; 

the Securities Act, 1988, SS 1988-89, c S-42.2, as amended; and the Securities 

Act, SY 2007, c 16, as amended; 

( eee) "SEDAR" means the system for electronic document analysis and retrieval of the 

Canadian Securities Administrators; 

(fff) "Sino" means, as the context requires, either the defendant Sino-Forest 

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

collectively; 

(ggg) "TD" means the defendant TD Securities Inc.; 
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(hhh) "TSX" means the Toronto Stock Exchange; 

(iii) "Underwriters" means Bane of America, Canaccord, CIBC, Credit Suisse, 

Credit Suisse USA, Dundee, Maison, Merrill, RBC, Scotia, and TD, 

collectively; 

Gjj) "Wang" means the defendant Peter Wang; 

(kkk) "West" means the defendant Garry J. West; and 

(lll) "WFOE" means wholly foreign owned enterprise or an enterprise established in 

China in accordance with the relevant PRC laws, with capital provided solely by 

foreign investors. 
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II. CLAIM 

2. The Plaintiffs claim: 

(a) An order certifying this action as a class proceeding and appointing the Plaintiffs 

as representative plaintiffs for the Class, or such other class as may be certified by 

the Court; 

(b) A declaration that the Impugned Documents contained, either explicitly or 

implicitly, the Representation, and that, when made, the Representation was a 

misrepresentation, both at law and within the meaning of the Securities 

Legislation; 

(c) A declaration that the Impugned Documents contained one or more of the other 

misrepresentations alleged herein, and that, when made, those other 

misrepresentations constituted misrepresentations, both at law and within the 

meaning of the Securities Legislation; 

(d) A declaration that Sino is vicariously liable for the acts and/or omissions of the 

Individual Defendants and of its other officers, directors and employees; 

(e) A declaration that the Underwriters, E&Y, BDO and Poyry are each vicariously 

liable for the acts and/or omissions of their respective officers, directors, partners 

and employees; 

(f) On behalf of all of the Class Members who purchased Sino's Securities in the 

secondary market during the Class Period, and as against all of the Defendants 

other than the Underwriters, general damages in the sum of $6.5 billion; 

(g) On behalf of all of the Class Members who purchased Sino common shares in the 

distribution to which the June 2007 Prospectus related, and as against Sino, Chan, 

Poon, Horsley, Martin, Mak, Murray, Hyde, Poyry, BDO, Dundee, CIBC, Merrill 

and Credit Suisse general damages in the sum of $175,835,000; 

(h) On behalf of all of the Class Members who purchased Sino common shares in the 

distribution to which the June 2009 Prospectus related, and as against Sino, Chan, 

98 



99 12 

Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, E&Y, Dundee, 

Merrill, Credit Suisse, Scotia and TD, general damages in the sum of 

$330,000,000; 

(i) On behalf of all of the Class Members who purchased Sino common shares in the 

distribution to which the December 2009 Prospectus related, and as against Sino, 

Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, E&Y, 

Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, 

general damages in the sum of$319,200,000; 

G) On behalf of all the Class Members who purchased Sino's 5% Convertible Senior 

Notes due 2013 pursuant to the July 2008 Offering Memorandum, and as against 

Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, 

E&Y and Credit Suisse USA, general damages in the sum ofUS$345 million; 

(k) On behalf of all the Class Members who purchased Sino's 10.25% Guaranteed 

Senior Notes due 2014 pursuant to the June 2009 Offering Memorandum, and as 

against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, 

BDO, E& Y and Credit Suisse USA, general damages in the sum of US$400 

million; 

(1) On behalf of all the Class Members who purchased Sino's 4.25% Convertible 

Senior Notes due 2016 pursuant to the December 2009 Offering Memorandum, 

and as against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, 

Poyry, BDO, E&Y, Credit Suisse USA and TD, general damages in the sum of 

US460 million; 

(m) On behalf of all the Class Members who purchased Sino's 6.25% Guaranteed 

Senior Notes due 2017 pursuant to the October 2010 Offering Memorandum, and 

as against Sino, Chan, Poon, Horsley, Wang, Mak, Murray, Hyde, Ardell, Poyry, 

E&Y, Credit Suisse USA and Bane of America, general damages in the sum of 

US$600 million; 
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(n) On behalf of all of the Class Members, and as against Sino, Chan, Poon and 

Horsley, punitive damages, in respect of the conspiracy pled below, in the sum of 

$50 million; 

(o) A declaration that Sino, Chan, Poon, Horsley, Martin, Mak, Murray and the 

Underwriters were unjustly enriched; 

(p) A constructive trust, accounting or such other equitable remedy as may be 

available as against Sino, Chan, Poon, Horsley, Martin, Mak, Murray and the 

Underwriters; 

( q) A declaration that the acts and omissions of Sino have effected a result, the 

business or affairs of Sino have been carried on or conducted in a manner, or the 

powers of the directors of Sino have been exercised in a manner, that is 

oppressive or unfairly prejudicial to or that unfairly disregards the interests of the 

Plaintiffs and the Class Members, pursuant to s. 241 ofthe CBCA; 

(r) An order directing a reference or giving such other directions as may be necessary 

to determine the issues, if any, not determined at the trial of the common issues; 

(s) Prejudgment and post judgment interest; 

(t) Costs of this action on a substantial indemnity basis or in an amount that provides 

full indemnity plus, pursuant to s 26(9) of the CPA, the costs of notice and of 

administering the plan of distribution of the recovery in this action plus applicable 

taxes; and 

(u) Such further and other relief as to this Honourable Court may seem just. 

III. OVERVIEW 

3. From the time of its establishment in 1994, Sino has claimed to be a legitimate business 

operating in the commercial forestry industry in the PRC and elsewhere. Throughout that period, 

Sino has also claimed to have experienced breathtaking growth. 
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4. Beguiled by Sino's reported results, and by Sino's constant refrain that China constituted 

an extraordinary growth opportunity, investors drove Sino's stock price dramatically higher, as 

appears from the following chart: 

fRE 01 flJUIIy SIIIO FORI:ST WRI' [l.llly 

Start of Class Period 
March 19; 2007 

End of CI8$S Period 
June2,20t1 

5. The Defendants profited handsomely from the market's appetite for Sino's securities. 

Certain of the Individual Defendants sold Sino shares at lofty prices, and thereby reaped millions 

of dollars of gains. Sino's senior management also used Sino's illusory success to justify their 

lavish salaries, bonuses and other perks. For certain of the Individual Defendants, these outsized 

gains were not enough. Sino stock options granted to Chan, Horsley and other insiders were 

backdated or otherwise mispriced, prior to and during the Class Period, in violation of the TSX 

Rules, GAAP and the Securities Legislation. 
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6. Sino itself raised in excess of $2.7 billion1 in the capital markets during this period. 

Meanwhile, the Underwriters were paid lucrative underwriting commissions, and BDO, E&Y 

and Poyry garnered millions of dollars in fees to bless Sino's reported results and assets. To their 

great detriment, the Class Members relied upon these supposed gatekeepers. 

7. As a reporting issuer in Ontario and elsewhere, Sino was required at all material times to 

comply with GAAP. Indeed, Sino, BDO and E&Y, Sino's auditors during the Class Period and 

previously, repeatedly misrepresented that Sino's financial statements complied with GAAP. 

This was false. 

8. On June 2, 2011, Muddy Waters, a short seller and research firm with extensive PRC 

experience, issued its first research report in relation to Sino, and unveiled the scale of the 

deception that had been worked upon the Class Members. Muddy Waters' initial report 

effectively revealed, among other things, that Sino had materially misstated its financial results, 

had falsely claimed to have acquired trees that it did not own, had reported sales that had not 

been made, or that had been made in a manner that did not permit Sino to book those sales as 

revenue under GAAP, and had concealed numerous related party transactions. These revelations 

had a catastrophic effect on Sino's stock price. 

9. On June 1, 2011, prior to the publication of Muddy Waters' report, Sino's common 

shares closed at $18.21. After the Muddy Waters report became public, Sino shares fell to 

$14.46 on the TSX (a decline of 20.6%), at which point trading was halted. When trading 

resumed the next day, Sino's shares fell to a close of$5.23 (a decline of71.3% from June 1). 

10. On June 3, 2011, Sino announced that, in response to the allegations of Muddy Waters, 

its board had formed a committee, which Sino then falsely characterized as "independent" (the 

1 Do11ar figures are in Canadian deBars (unless otherwise indicated) and are rounded for convenience. 
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"Independent Committee" or "IC"), to examine and review the allegations contained in the 

Muddy Waters' report of June 2, 2011. The initial members of the IC were the Defendants 

Ardell, Bowland and Hyde. The IC subsequently retained legal, accounting and other advisers to 

assist it in the fulfillment of its mandate. 

11. On August 26, 2011, the OSC issued a cease-trade order in respect of Sino's securities, 

alleging that Sino appeared to have engaged in significant non-arm's length transactions which 

may have been contrary to Ontario securities laws and the public interest, that Sino and certain of 

its officers and directors appeared to have misrepresented some of Sino's revenue and/or 

exaggerated some of its timber holdings, and that Sino and certain of its officers and directors, 

including Chan, appeared to be engaging or participating in acts, practices or a course of conduct 

related to Sino's securities which they (or any of them) knew or ought reasonably know would 

perpetuate a fraud. 

12. On November 13, 2011, the IC released the Second Report. Therein, the IC revealed, 

inter alia, that: (1) Sino's management had failed to cooperate in numerous important respects 

with the IC's investigation; (2) "there is a risk" that certain of Sino's operations "taken as a 

whole" were in violation of PRC law; (3) Sino adopted processes that "avoid[] Chinese foreign 

exchange controls which must be complied with in a normal cross-border sale and purchase 

transaction, and [which] could present an obstacle to future repatriation of sales proceeds, and 

could have tax implications as well"; ( 4) the IC "has not been able to verify that any relevant 

income taxes and VAT have been paid by or on behalf of the BVIs in China"; (5) Sino lacked 

proof of title to the vast majority of its purported holdings of standing timber; (6) Sino's 

"transaction volumes with a number of AI and Suppliers do not match the revenue reported by 

such Suppliers in their SAIC filing"; (7) "[n]one of the BVI timber purchase contracts have as 
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attachments either (i) Plantation Rights Certificates from either the Counterparty or original 

owner or (ii) villager resolutions, both of which are contemplated as attachments by the standard 

form of BVI timber purchase contract employed by the Company; and (8) "[t]here are 

indications in emails and in interviews with Suppliers that gifts or cash payments are made to 

forestry bureaus and forestry bureau officials." 

13. On January 31, 2012, the IC released its Final Report. Therein, the IC effectively 

revealed that, despite having conducted an investigation over nearly eight months, and despite 

the expenditure of US$50 million on that investigation, it had failed to refute, or even to provide 

plausible answers to, key allegations made by Muddy Waters: 

This Final Report of the IC sets out the activities undertaken by the IC since mid
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
now at the point of diminishing returns because much of the information which it 
is seeking lies with non-compellable third parties, may not exist or is apparently 
not retrievable from the records of the Company. 

[ ... ] 

Given the circumstances described above, the IC understands that, with the 
delivery of this Final Report, its review and examination activities are terminated. 
The IC does not expect to undertake further work other than assisting with 
responses to regulators and the RCMP as required and engaging in such further 
specific activities as the IC may deem advisable or the Board may instruct. The 
IC has asked the IC Advisors to remain available to assist and advise the IC upon 
its instructions 

14. Sino failed to meet the standards required of a public company in Canada. Aided by its 

auditors and the Underwriters, Sino raised billions of dollars from investors on the false premise 

that they were investing in a well managed, ethical and GAAP-compliant corporation. They 
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were not. Accordingly, this action is brought to recover the Class Members' losses from those 

who caused them: the Defendants. 

IV. THEPARTIES 

A. The Plaintiffs 

15. Labourers are the trustees of the Labourers' Pension Fund of Central and Eastern Canada, 

a multi-employer pension plan providing benefits for employees working in the construction 

industry. The fund is a union-negotiated, collectively-bargained defined benefit pension plan 

established on February 23, 1972 and currently has approximately $2 billion in assets, over 

39,000 members and over 13,000 pensioners and beneficiaries and approximately 2,000 

participating employers. A board of trustees representing members of the plan governs the fund. 

The plan is registered under the Pension Benefits Act, RSO 1990, c P.8 and the Income Tax Act, 

RSC 1985, 5th Supp, c,l. Labourers purchased Sino's common shares over the TSX during the 

Class Period and continued to hold shares at the end of the Class Period. In addition, Labourers 

purchased Sino common shares offered by the December 2009 Prospectus and in the distribution 

to which that Prospectus related. 

16. Operating Engineers are the trustees of the International Union of Operating Engineers 

Local 793 Pension Plan for Operating Engineers in Ontario, a multi-employer pension plan 

providing pension benefits for operating engineers in Ontario. The pension plan is a union-

negotiated, collectively-bargained defined benefit pension plan established on November 1, 1973 

and currently has approximately $1.5 billion in assets, over 9,000 members and pensioners and 

beneficiaries. The fund is governed by a board of trustees representing members of the plan. The 

plan is registered under the Pension Benefits Act, RSO 1990, c P.8 and the Income Tax Act, RSC 

1985, 5th Supp, c. I. Operating Engineers purchased Sino's common shares over the TSX during 

the Class Period, and continued to hold shares at the end of the Class Period. 
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17. AP7 is the Swedish National Pension Fund. As of June 30, 2011, AP7 had approximately 

$15.3 billion in assets under management. Funds managed by AP7 purchased Sino's common 

shares over the TSX during the Class Period and continued to hold those common shares at the 

end of the Class Period. 

18. Grant is an individual residing in Calgary, Alberta. He purchased 1 00 of the Sino 6.25% 

Guaranteed Senior Notes due 2017 that were offered by the October 2010 Offering 

Memorandum and in the distribution to which that Offering Memorandum related. Grant 

continued to hold those Notes at the end of the Class Period. 

19. Wong is an individual residing in Kincardine, Ontario. During the Class Period, Wong 

purchased Sino's common shares over the TSX and continued to hold some or all of such shares 

at the end of the Class Period. In addition, Wong purchased Sino common shares offered by the 

December 2009 Prospectus and in the distribution to which that Prospectus related, and 

continued to own those shares at the end of the Class Period. 

B. The Defendants 

20. Sino purports to be a commercial forest plantation operator in the PRC and elsewhere. 

Sino is a corporation formed under the CECA. 

21. At the material times, Sino was a reporting issuer in all provinces of Canada, and had its 

registered office located in Mississauga, Ontario. At the material times, Sino's shares were listed 

for trading on the TSX under the ticker symbol "TRE," on the Berlin exchange as "SFJ GR," on 

the over-the-counter market in the United States as "SNOFF" and on the Tradegate market as 

"SFJ TH." Sino securities are also listed on alternative trading venues in Canada and elsewhere 

including, without limitation, AlphaToronto and PureTrading. Sino's shares also traded over-
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the-counter in the United States. Sino has various debt instruments, derivatives and other 

securities that are traded in Canada and elsewhere. 

22. As a reporting issuer in Ontario, Sino was required throughout the Class Period to issue 

and file with SEDAR: 

(a) within 45 days of the end of each quarter, quarterly interim financial statements 

prepared in accordance with GAAP that must include a comparative statement to 

the end of each of the corresponding periods in the previous financial year; 

(b) within 90 days of the end of the fiscal year, annual financial statements prepared 

in accordance with GAAP, including comparative financial statements relating to 

the period covered by the preceding financial year; 

(c) contemporaneously with each of the above, a MD&A of each of the above 

financial statements; and 

(d) within 90 days of the end of the fiscal year, an AIF, including material 

information about the company and its business at a point in time in the context of 

its historical and possible future development. 

23. MD&As are a narrative explanation of how the company performed during the period 

covered by the financial statements, and of the company's financial condition and future 

prospects. The MD&A must discuss important trends and risks that have affected the financial 

statements, and trends and risks that are reasonably likely to affect them in future. 

24. AIFs are an annual disclosure document intended to provide material information about 

the company and its business at a point in time in the context of its historical and future 

development. The AIF describes the company, its operations and prospects, risks and other 

external factors that impact the company specifically. 
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25. Sino controlled the contents of its MD&As, financial statements, AIFs and the other 

documents particularized herein and the misrepresentations made therein were made by Sino. 

26. Chan is a co-founder of Sino, and was the Chairman, Chief Executive Officer and a 

director of the company from 1994 until his resignation from those positions on or about August 

25, 2011. As Sino's CEO, Chan signed and certified the company's disclosure documents 

during the Class Period. Chan, along with Hyde, signed each of the 2006-2010 Audited Annual 

Financial Statements on behalf of Sino's board. Chan resides in Hong Kong, China. 

27. Chan certified each of Sino's Class Period annual and quarterly MD&As and financial 

statements, each of which is an Impugned Document. In so doing, he adopted as his own the 

false statements such documents contained, as particularized below. Chan signed each of Sino's 

Class Period annual financial statements, each of which is an Impugned Document. In so doing, 

he adopted as his own the false statements such documents contained, as particularized below. 

As a director and officer, he caused Sino to make the misrepresentations particularized below. 

28. Since Sino was established, Chan has received lavish compensation from Sino. For 

example, for 2006 to 2010, Chan's total compensation (other than share-based compensation) 

was, respectively, US$3.0 million, US$3.8 million, US$5.0 million, US$7.6 million and US$9.3 

million. 

1 0 8 

29. As at May 1, 1995, shortly after Sino became a reporting issuer, Chan held 18.3% of 

Sino's outstanding common shares and 37.5% of its preference shares. As of April 29, 2011 he 

held 2.7% of Sino's common shares (the company no longer has preference shares outstanding). 

Chan has made in excess of $10 million through the sale of Sino shares. 
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30. Horsley is Sino's Chief Financial Officer, and has held this position since October 2005. 

In his position as Sino's CFO, Horsley has signed and certified the company's disclosure 

documents during the Class Period. Horsley resides in Ontario. Horsley has made in excess of 

$11 million through the sale of Sino shares. 

31. Horsley certified each of Sino's Class Period annual and quarterly MD&As and financial 

statements, each of which is an Impugned Document. In so doing, he adopted as his own the 

false statements such documents contained, as particularized below. Horsley signed each of 

Sino's Class Period annual financial statements, each of which is an Impugned Document. In so 

doing, he adopted as his own the false statements such documents contained, as particularized 

below. As an officer, he caused Sino to make the misrepresentations particularized below. 

32. Since becoming Sino's CFO, Horsley has also received lavish compensation from Sino. 

For 2006 to 2010, Horsley's total compensation (other than share-based compensation) was, 

respectively, US$1.1 million, US$1.4 million, US$1.7 million, US$2.5 million, and US$3.1 

million. 

33. Poon is a co-founder of Sino, and has been the President of the company since 1994. He 

was a director of Sino from 1994 to May 2009, and he continues to serve as Sino's President. 

Poon resides in Hong Kong, China. While he was a board member, he adopted as his own the 

false statements made in each of Sino's annual financial statements, particularized below, when 

such statements were signed on his behalf. While he was a board member, he caused Sino to 

make the misrepresentations particularized below. 

34. As at May 1, 1995, shortly after Sino became a reporting issuer, Poon held 18.3% of 

Sino's outstanding common shares and 37.5% of its preference shares. As of April 29, 2011 he 
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held 0.42% of Sino's common shares. Poon has made in excess of $34.4 million through the sale 

of Sino shares. 

35. Poon rarely attended board meetings while he was on Sino's board. From the beginning 

of2006 until his resignation from the Board in 2009, he attended 5 of the 39 board meetings, or 

less than 13% of all board meetings held during that period. 

36. Wang is a director of Sino, and has held this position since August 2007. Wang resides 

in Hong Kong, China. As a board member, he adopted as his own the false statements made in 

each of Sino's annual financial statements, particularized below, when such statements were 

signed on his behalf. As a board member, he caused Sino to make the misrepresentations 

particularized below. 
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37. Martin has been a director of Sino since 2006, and was appointed vice-chairman in 2010. 

On or about August 25, 2011, Martin replaced Chan as Chief Executive Officer of Sino. Martin 

was a member of Sino's audit committee prior to early 2011. Martin has made in excess of 

$474,000 through the sale of Sino shares. He resides in Hong Kong, China. As a board member, 

he adopted as his own the false statements made in each of Sino's annual financial statements, 

particularized below, when such statements were signed on his behalf. As a board member, he 

caused Sino to make the misrepresentations particularized herein. 

38. Mak is a director of Sino, and has held this position since 1994. Mak was a member of 

Sino's audit committee prior to early 2011. Mak and persons connected with Mak have made in 

excess of $6.4 million through sales of Sino shares. Mak resides in British Columbia. As a 

board member, he adopted as his own the false statements made in each of Sino's annual 
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financial statements, particularized below, when such statements were signed on his behalf. As a 

board member, he caused Sino to make the misrepresentations particularized below. 

39. Murray is a director of Sino, and has held this position since 1999. Murray has made in 

excess of $9.9 million through sales of Sino shares. Murray resides in Hong Kong, China. As a 

board member, he adopted as his own the false statements made in each of Sino's annual 

financial statements, particularized below, when such statements were signed on his behalf. As a 

board member, he caused Sino to make the misrepresentations particularized below. 

40. Since becoming a director, Murray has rarely attended board and board committee 

meetings. From the beginning of 2006 to the close of 2010, Murray attended 14 of 64 board 

meetings, or less than 22% of board meetings held during that period. During that same period, 

Murray attended 2 out of 13, or 15%, of the meetings held by the Board's Compensation and 

Nominating Committee, and attended none of the 11 meetings of that Committee held from the 

beginning of2007 to the close of2010. 

41. Hyde is a director of Sino, and has held this position since 2004. Hyde was previously a 

partner of E&Y. Hyde is the chairman of Sino's Audit Committee. Hyde, along with Chan, 

signed each of the 2007-2010 Annual Consolidated Financial Statements on behalf of Sino's 

board. Hyde is also member of the Compensation and Nominating Committee. Hyde has made 

in excess of $2.4 million through the sale of Sino shares. Hyde resides in Ontario. As a board 

member, he adopted as his own the false statements made in each of Sino's annual financial 

statements, particularized below, when he signed such statements or when they were signed on 

his behalf. As a board member, he caused Sino to make the misrepresentations particularized 

below. 
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42. Ardell is a director of Sino, and has held this position since January 2010. Ardell is a 

member of Sino's audit committee. Ardell resides in Ontario. As a board member, he adopted 

as his own the false statements made in each of Sino's annual financial statements released while 

he was a board member, particularized below, when such statements were signed on his behalf. 

As a board member, he caused Sino to make the misrepresentations particularized below. 

43. Bowland was a director of Sino from February 2011 until his resignation from the Board 

of Sino in November 2011. While on Sino's Board, Bowland was a member of Sino's Audit 

Committee. He was formerly an employee of a predecessor to E&Y. Bowland resides in 

Ontario. As a board member, he adopted as his own the false statements made in each of Sino's 

annual financial statements released while he was a board member, particularized below, when 

such statements were signed on his behalf. As a board member, he caused Sino to make the 

misrepresentations particularized below. 

44. West is a director of Sino, and has held this position since February 2011. West was 

previously a partner at E&Y. West is a member of Sino's Audit Committee. West resides in 

Ontario. As a board member, he adopted as his own the false statements made in each of Sino's 

annual financial statements released while he was a board member, particularized below, when 

such statements were signed on his behalf. As a board member, he caused Sino to make the 

misrepresentations particularized below. 

45. As officer and/or directors of Sino, the Individual Defendants were fiduciaries of Sino, 

and they made the misrepresentations alleged herein, adopted such misrepresentations, and/or 

caused Sino to make such misrepresentations while they were acting in their capacity as 

fiduciaries, and in violation of their fiduciary duties. In addition, Chan, Poon, Horsley, Martin, 
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Mak and Murray were unjustly enriched in the manner and to the extent particularized below 

while they were acting in their capacity as fiduciaries, and in violation of their fiduciary duties. 

46. At all material times, Sino maintained the Code, which governed Sino's employees, 

officers and directors, including the Individual Defendants. The Code stated that the members of 

senior management "are expected to lead according to high standards of ethical conduct, in both 

words and actions ... " The Code further required that Sino representatives act in the best 

interests of shareholders, corporate opportunities not be used for personal gain, no one trade in 

Sino securities based on undisclosed knowledge stemming from their position or employment 

with Sino, the company's books and records be honest and accurate, conflicts of interest be 

avoided, and any violations or suspected violations of the Code, and any concerns regarding 

accounting, financial statement disclosure, internal accounting or disclosure controls or auditing 

matters, be reported. 

47. E&Y has been engaged as Sino's auditor since August 13, 2007. E&Y was also engaged 

as Sino's auditor from Sino's creation through February 19, 1999, when E&Y abruptly resigned 

during audit season and was replaced by the now-defunct Arthur Andersen LLP. E&Y was also 

Sino's auditor from 2000 to 2004, when it was replaced by BDO. E&Y is an expert of Sino 

within the meaning of the Securities Legislation. 

48. E& Y, in providing what it purported to be "audit" services to Sino, made statements that 

it knowingly intended to be, and which were, disseminated to Sino's current and prospective 

security holders. At all material times, E&Y was aware of that class of persons, intended to and 

did communicate with them, and intended that that class of persons would rely on E& Y' s 

statements relating to Sino, which they did to their detriment. 
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49. E&Y consented to the inclusion in the June 2009 and December 2009 Prospectuses, as 

well as the July 2008, June 2009, December 2009 and October 2010 Offering Memoranda, of its 

audit reports on Sino's Annual Financial Statements for various years, as alleged more 

particularly below. 

50. BDO is the successor of BDO McCabe Lo Limited, the Hong Kong, China based 

auditing firm that was engaged as Sino's auditor during the period of March 21, 2005 through 

August 12, 2007, when they resigned at Sino's request, and were replaced by E&Y. BDO is an 

expert of Sino within the meaning of the Securities Legislation. 

51. During the term of its service as Sino's auditor, BDO provided what it purported to be 

"audit" services to Sino, and in the course thereof made statements that it knowingly intended to 

be, and which were, disseminated to Sino's current and prospective security holders. At all 

material times, BDO was aware of that class of persons, intended to and did communicate with 

them, and intended that that class of persons rely on BDO's statements relating to Sino, which 

they did to their detriment. 

52. BDO consented to the inclusion in each of the June 2007 and December 2009 

Prospectuses and the July 2008, June 2009 and December 2009 Offering Memoranda, of its audit 

reports on Sino's Annual Financial Statements for 2005 and 2006. 

53. E&Y and BDO's annual Auditors' Report was made "to the shareholders of Sino-Forest 

corporation," which included the Class Members. Indeed, s. 1000.11 of the Handbook of the 

Canadian Institute of Chartered Accountants states that "the objective of financial statements for 

profit-oriented enterprises focuses primarily on the information needs of investors and creditors" 

[emphasis added]. 
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54. Sino's shareholders, including numerous Class Members, appointed E&Y as auditors of 

Sino-Forest by shareholder resolutions passed on various dates, including on June 21,2004, May 

26, 2008, May 25, 2009, May 31, 2010 and May 30,2011. 

55. Sino's shareholders, including numerous Class Members, appointed BDO as auditors of 

Sino-Forest by resolutions passed on May 16, 2005, June 5, 2006 and May 28, 2007. 

56. During the Class Period, with the knowledge and consent of BDO or E&Y (as the case 

may be), Sino's audited annual financial statements for the years ended December 31, 2006, 

2007, 2008, 2009 and 2010, together with the report of BDO or E& Y thereon (as the case may 

be), were presented to the shareholders of Sino (including numerous Class Members) at annual 

meetings of such shareholders held in Toronto, Canada on, respectively, May 28, 2007, May 26, 

2008, May 25,2009, May 31,2010 and May 30,2011. As alleged elsewhere herein, all such 

financial statements constituted Impugned Documents. 

57. Poyry is an international forestry consulting firm which purported to provide certain 

forestry consultation services to Sino. Poyry is an expert of Sino within the meaning of the 

Securities Legislation. 

58. Poyry, in providing what it purported to be "forestry consulting" services to Sino, made 

statements that it knowingly intended to be, and which were, disseminated to Sino's current and 

prospective security holders. At all material times, Poyry was aware of that class of persons, 

intended to and did communicate with them, and intended that that class of persons would rely 

on Poyry's statements relating to Sino, which they did to their detriment. 
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59. Poyry consented to the inclusion in the June 2007, June 2009 and December 2009 

Prospectuses, as well as the July 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, of its various reports, as detailed below in paragraph •. 

60. The Underwriters are various financial institutions who served as underwriters in one or 

more of the Offerings. 

61. In connection with the distributions conducted pursuant to the June 2007, June 2009 and 

December 2009 Prospectuses, the Underwriters who underwrote those distributions were paid, 

respectively, an aggregate of approximately $7.5 million, $14.0 million and $14.4 million in 

underwriting commissions. In connection with the offerings of Sino's notes in July 2008, 

December 2009, and October 2010, the Underwriters who underwrote those offerings were paid, 

respectively, an aggregate of approximately US$2.2 million, US$8.5 million and $US6 million. 

Those commissions were paid in substantial part as consideration for the Underwriters' 

purported due diligence examination of Sino's business and affairs. 

62. None of the Underwriters conducted a reasonable investigation into Sino in connection 

with any of the Offerings. None of the Underwriters had reasonable grounds to believe that there 

was no misrepresentation in any of the Impugned Documents. In the circumstances of this case, 

including the facts that Sino operated in an emerging economy, Sino had entered Canada's 

capital markets by means of a reverse merger, and Sino had reported extraordinary results over 

an extended period of time that far surpassed those reported by Sino's peers, the Underwriters all 

ought to have exercised heightened vigilance and caution in the course of discharging their duties 

to investors, which they did not do. Had they done so, they would have uncovered Sino's true 

nature, and the Class Members to whom they owed their duties would not have sustained the 

losses that they sustained on their Sino investments. 

11 6 
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v. THE OFFERINGS 

63. Through the Offerings, Sino raised in aggregate in excess of $2.7 billion from investors 

during the Class Period. In particular: 

(a) On June 5, 2007, Sino issued and filed with SEDAR the June 2007 Prospectus 

pursuant to which Sino distributed to the public 15,900,000 common shares at a 

price of $12.65 per share for gross proceeds of $201,135,000. The June 2007 

Prospectus incorporated by reference Sino's: (1) 2006 AIF; (2) 2006 Audited 

Annual Financial Statements; (3) 2006 Annual MD&A; (4) Management 

Information Circular dated April27, 2007; (5) Q1 2007 Financial Statements; and 

( 6) Q 1 2007 MD&A; 

(b) On July 17, 2008, Sino issued the July 2008 Offering Memorandum pursuant to 

which Sino sold through private placement US$345 million in aggregate principal 

amount of convertible senior notes due 2013. The July 2008 Offering 

Memorandum included: (1) Sino's Consolidated Annual Financial Statements for 

2005, 2006 and 2007; (2) Sino's unaudited interim financial statements for the 

three-month periods ended March 31, 2007 and 2008; (3) the section of the 2007 

AIF entitled "Audit Committee" and the charter of the Audit Committee attached 

as an appendix to the 2007 AIF; and (4) the Poyry report entitled "Sino-Forest 

Corporation Valuation of China Forest Assets Report as at 31 December 2007'' 

dated March 14, 2008; 

(c) On June 1, 2009, Sino issued and filed with SEDAR the June 2009 Prospectus 

pursuant to which Sino distributed to the public 34,500,000 common shares at a 

price of $11.00 per share for gross proceeds of $379,500,000. The June 2009 

Prospectus incorporated by reference Sino's: (1) 2008 AIF; (2) 2007 and 2008 

Annual Consolidated Financial Statements; (3) Amended 2008 Annual MD&A; 

(4) Q1 2009 MD&A; (5) Q1 2008 and 2009 Financial Statements; (6) Q1 2009 

MD&A; (7) Management Information Circular dated April 28, 2009; and (8) the 

Poyry report titled "Valuation of China Forest Corp Assets As at 31 December 

2008" dated April 1, 2009; 
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(d) On June 24, 2009, Sino issued the June 2009 Offering Memorandum for exchange 

of certain of its then outstanding senior notes due 2011 with new notes, pursuant 

to which Sino issued US$212,330,000 in aggregate principal amount of 10.25% 

Guaranteed Senior Notes due 2014. The June 2009 Offering Memorandum 

incorporated by reference: (1) Sino's 2005, 2006 and 2007 Consolidated Annual 

Financial Statements; (2) the auditors' report ofBDO dated March 19,2007 with 

respect to Sino's Consolidated Annual Financial Statements for 2005 and 2006; 

(3) the auditors' report of E&Y dated March 12, 2008 with respect to Sino's 

Consolidated Annual Financial Statements for 2007 except as to notes 2, 18 and 

23; (4) Sino's Consolidated Annual Financial Statements for 2007 and 2008 and 

the auditors' report ofE&Y dated March 13, 2009; (5) the section entitled "Audit 

Committee" in the 2008 AIF, and the charter of the Audit Committee attached as 

an appendix to the 2008 AIF; and (6) the unaudited interim financial statements 

for the three-month periods ended March 31, 2008 and 2009; 

(e) On December 10, 2009, Sino issued the December 2009 Offering Memorandum 

pursuant to which Sino sold through private placement US$460,000,000 in 

aggregate principal amount of 4.25% convertible senior notes due 2016. This 

Offering Memorandum incorporated by reference: (1) Sino's Consolidated 

Annual Financial Statements for 2005, 2006, 2007; (2) the auditors' report of 

BDO dated March 19, 2007 with respect to Sino's Annual Financial Statements 

for 2005 and 2006; (3) the auditors' report of E&Y dated March 12, 2008 with 

respect to Sino's Consolidated Annual Financial Statements for 2007, except as to 

notes 2, 18 and 23; (4) Sino's Consolidated Annual Financial Statements for 2007 

and 2008 and the auditors' report of E&Y dated March 13, 2009; (5) the 

unaudited interim consolidated financial statements for the nine-month periods 

ended September 30, 2008 and 2009; (6) the section entitled "Audit Committee" 

in the 2008 AIF, and the charter of the Audit Committee attached to the 2008 

AIF; (7) the Poyry report entitled "Sino-Forest Corporation Valuation of China 

Forest Assets as at 31 December 2007"; and (8) the Poyry report entitled "Sino

Forest Corporation Valuation of China Forest Corp Assets as at 31 December 

2008" dated April 1, 2009; 

11 8 
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On December 10, 2009, Sino issued and filed with SEDAR the December 2009 

Prospectus (together with the June 2007 Prospectus and the June 2009 Prospectus, 

the "Prospectuses") pursuant to which Sino distributed to the public 21,850,000 

common shares at a price of $16.80 per share for gross proceeds of $367,080,000. 

The December 2009 Prospectus incorporated by reference Sino's: (1) 2008 AIF; 

(2) 2007 and 2008 Annual Consolidated Financial Statements; (3) Amended 2008 

Annual MD&A; ( 4) Q3 2008 and 2009 Financial Statements; (5) Q3 2009 

MD&A; (6) Management Information Circular dated April 28, 2009; and (7) the 

Poyry report titled "Valuation of China Forest Corp Assets As at 31 December 

2008" dated April 1, 2009; 

(g) On February 8, 2010, Sino closed the acquisition of substantially all of the 

outstanding common shares of Mandra Forestry Holdings Limited. Concurrent 

with this acquisition, Sino completed an exchange with holders of 99.7% of the 

USD$195 million notes issued by Mandra Forestry Finance Limited and 96.7% of 

the warrants issued by Mandra Forestry Holdings Limited, for new 10.25% 

guaranteed senior notes issued by Sino in the aggregate principal amount of 

USD$187,177,375 with a maturity date of July 28, 2014. On February 11, 2010, 

Sino exchanged the new 2014 Senior Notes for an additional issue of 

USD$187,187,000 in aggregate principal amount of Sino's existing 2014 Senior 

Notes, issued pursuant to the June 2009 Offering Memorandum; and 

(h) On October 14, 2010, Sino issued the October 2010 Offering Memorandum 

pursuant to which Sino sold through private placement US$600,000,000 in 

aggregate principal amount of 6.25% guaranteed senior notes due 2017. The 

October 2010 Offering Memorandum incorporated by reference: (1) Sino's 

Consolidated Annual Financial Statements for 2007, 2008 and 2009; (2) the 

auditors' report of E&Y dated March 15, 2010 with respect to Sino's Annual 

Financial Statements for 2008 and 2009; and (3) Sino's unaudited interim 

financial statements for the six-month periods ended June 30, 2009 and 2010. 
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64. The offering documents referenced in the preceding paragraph included, or incorporated 

other documents by reference that included, the Representation and the other misrepresentations 

in such documents that are particularized elsewhere herein. Had the truth in regard to Sino's 

management, business and affairs been timely disclosed, securities regulators likely would not 

have receipted the Prospectuses, nor would any of the Offerings have occurred. 

65. Each of Chan, Horsley, Martin and Hyde signed the June 2007 Prospectus, and therein 

falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, CIBC, Merrill and Credit Suisse also signed the June 2007 

Prospectus, and therein falsely certified that, to the best of its knowledge, information and belief, 

that prospectus, together with the documents incorporated therein by reference, constituted full, 

true and plain disclosure of all material facts relating to the securities offered thereby. 

66. Each of Chan, Horsley, Martin and Hyde signed the June 2009 Prospectus, and therein 

falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia and TD also signed the June 

2009 Prospectus, and therein falsely certified that, to the best of its knowledge, information and 

belief, that prospectus, together with the documents incorporated therein by reference, 

constituted full, true and plain disclosure of all material facts relating to the securities offered 

thereby. 

67. Each of Chan, Horsley, Martin and Hyde signed the December 2009 Prospectus, and 

therein falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 
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offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, 

Canaccord and TD also signed the December 2009 Prospectus, and therein falsely certified that, 

to the best of its knowledge, information and belief, that prospectus, together with the documents 

incorporated therein by reference, constituted full, true and plain disclosure of all material facts 

relating to the securities offered thereby. 

68. E&Y consented to the inclusion in: (1) the June 2009 Prospectus, of its audit reports on 

Sino's Audited Annual Financial Statements for 2007 and 2008; (2) the December 2009 

Prospectus, of its audit reports on Sino's Audited Annual Financial Statements for 2007 and 

2008; (3) the July 2008 Offering Memorandum, of its audit reports on Sino's Audited Annual 

Financial Statements for 2007, and its adjustments to Sino's Audited Annual Financial 

Statements for 2005 and 2006; (4) the December 2009 Offering Memorandum, of its audit 

reports on Sino's Audited Annual Financial Statements for 2007 and 2008; and (5) the October 

2010 Offering Memoranda, of its audit reports on Sino's Audited Annual Financial Statements 

for 2008 and 2009. 

69. BDO consented to the inclusion in each of the June 2007 and December 2009 

Prospectuses and the July 2008, June 2009 and December 2009 Offering Memoranda of its audit 

reports on Sino's Audited Annual Financial Statements for 2006 and 2005. 

VI. THE MISREPRESENTATIONS 

70. During the Class Period, Sino made the misrepresentations particularized below. These 

misrepresentations related to: 

A. Sino's history and fraudulent origins; 

B. Sino's forestry assets; 

C. Sino's related party transactions; 
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D. Sino's relationships with forestry bureaus and its purported title to forestry assets in the 
PRC; 

E. Sino's relationships with its "Authorized Intermediaries;" 

F. Sino's cash flows; 

G. Certain risks to which Sino was exposed; and 

H. Sino's compliance with GAAP and the Auditors' compliance with GAAS. 

A. Misrepresentations relating to Sino's History and Fraudulent Origins 

(i) Sino Overstates the Value of and the Revenues Generated by, the Leizhou Joint 
Venture 

71. At the time of its founding by way of reverse merger in 1994, Sino's business was 

conducted primarily through an equity joint venture between Sino's Hong Kong subsidiary, 

Sino-Wood Partners, Limited ("Sino-Wood"), and the Leizhou Forestry Bureau, which was 

situated in Guangdong Province in the south of the PRC. The name of the venture was 

Zhanjiang Leizhou Eucalyptus Resources Development Co. Ltd. ("Leizhou"). The stated 

purpose ofLeizhou, established in 1994, was: 

Managing forests, wood processing, the production of wood products and wood 
chemical products, and establishing a production facility with an annual 
production capacity of 50,000 m3 of Micro Density Fiber Board (MDF), 
managing a base of 120,000 mu (8,000 ha) of which the forest annual utilization 
would be 8,000 m3

. 

72. There are two types of joint ventures in the PRC relevant to Sino: equity joint ventures 

('EJV") and cooperating joint ventures ("CJV"). In an EJV, profits and assets are distributed in 

proportion to the parties' equity holdings upon winding up. In a CJV, the parties may contract to 

divide profits and assets disproportionately to their equity interests. 
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73. According to a Sino prospectus issued in January 1997, Leizhou, an EJV, was responsible 

for 20,000 hectares of the 30,000 hectares that Sino claimed to have "phased-in." Leizhou was 

the key driver of Sino's purported early growth. 

74. Sino claimed to hold 53% of the equity in Leizhou, which was to total US$10 million, 

and Sino further claimed that the Leizhou Forestry Bureau was to contribute 20,000 ha of 

forestry land. In reality, however, the terms of the EN required the Leizhou Forestry Bureau to 

contribute a mere 3,533 ha. 

75. What was also unknown to investors was that Leizhou did not generate the sales claimed 

by Sino. More particularly, in 1994, 1995 and 1996, respectively, Sino claimed to have 

generated US$11.3 million, US$23.9 million and US$23.1 million in sales from Leizhou. In 

reality, however, these sales did not occur, or were materially overstated. 

76. Indeed, in an undisclosed letter from Leizhou Forestry Bureau to Zhanjiang City Foreign 

and Economic Relations and Trade Commission, dated February 27, 1998, the Bureau 

complained: 

To: Zhanjiang Municipal Foreign Economic Relations & Trade Commission 

Through mutual consultation between Leizhou Forestry Administration 
(hereinafter referred to as our side) and Sino-Wood Partners Limited (hereinafter 
referred to as the foreign party), and, with the approval document ZJMPZ 
No.021 [1994] issued by your commission on 28th January 1994 for approving 
the contracts and articles of association entered into by both parties, and, with the 
approval certificate WJMZHZZZ No.065 [1994] issued by your commission, 
both parties jointly established Zhanjiang Eucalyptus Resources Development 
Co. Ltd. (hereinafter referred to as the Joint Venture) whose incorporate number 
is 162622-0012 and duly registered the same with Zhanjiang Administration for 
Industry and Commerce and obtained the business license GSQHYZ No.00604 
on 29th January in the same year. It has been 4 years since the registration and 
we set out the situation as follows: 

I. Information of the investment of both sides 
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A. The investment of our side: according to the contract and articles of 
association signed by both sides and approved by your commission, our 
side has paid in RMB95,481,503.29 (equivalent to USD11,640,000.00) to 
the Joint Venture on 20th June 1995 through an in-kind contribution. The 
payment was made in accordance with the prescribed procedures and 
confirmed by signatures of the legal representatives of both parties. 
According to the Capital Verification Report from Yuexi (~~) 
Accounting Firm, this payment accounts for 99.1% of the agreed capital 
contribution from our side, which is USD11,750,000, and accounts for 
46.56% of the total investment. 

B. The investment of the foreign party: the foreign party has paid in 
USD 1,000,000 on 16th March 1994, which was in the starting period of the 
Joint Venture. According to the Capital Verification Report from Yuexi 
(~~) Accounting Firm, this payment only accounts for 7.55% of the 
agreed capital contribution from the foreign party totaling 
USD13,250,000, and accounts for 4% of the total investment. Then, in the 
prescribed investment period, the foreign party did not further pay capital 
into the Joint Venture. In view of this, your commission sent a "Notice on 
Time for Capital Contribution" to the foreign party on 30th January 1996. 
In accordance with the notice, the foreign party then on 1Oth April sent a 
letter to your commission, requesting for postponing the deadline for 
capital contribution to 20th December the same year. On 14th May 1996, 
your commission replied to Allen Chan (~-*t~5Jffi), the Chairman of the 
Joint Venture, stating that "postponement of the deadline for capital 
contribution is subject to the consent of our side and requires amendment 
of the term on the capital contribution time in the original contract, and 
both parties shall sign a bilateral supplementary contract; after the 
application has been approved, the postponed deadline will become 
effective.". Based on the spirit of the letter dated 14th May from your 
commission and for the purpose of achieving mutual communication and 
dealing with the issues of the Joint Venture actively and appropriately, on 
11th June 1996, Chan Shixing (~-*i_R~) and two other Directors from our 
side sent a joint letter to Allen Chan (~-*1~5Jffi), the Chairman of the Joint 
Venture, to propose a meeting of the board to be convened before 30th 
June 1996 in Zhanjiang, in order to discuss how to deal with the issues of 
the Joint Venture in accordance with the relevant State provisions. 
Unfortunately, the foreign party neither had discussion with our side 
pursuant to your commission's letter, nor replied to the proposal of our 
side, and furthermore failed to make payment to the Joint Venture. Now, it 
has been two years beyond the deadline for capital contribution (29th 
January 1996), and more than one year beyond the date prescribed by the 
Notice on Time for Capital Contribution issued by your commission (30th 
April 1996). However, the foreign party has been evading the discussion 
of the capital contribution issue, and moreover has taken no further action. 
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The Joint Venture is not capable of attaining substantial 
operation 

According to the contract and articles of association, the main purposes of 
setting up the Joint Venture are, on the one hand, to invest and construct a 
project producing 50,000 cubic meter Medium Density Fiberboard (MDF) 
a year; and on the other hand, to create a forest base of 120,000 mu, with 
which to produce 80,000 cubic meter of timber as raw material for the 
production of medium density fiberboard. The contract and articles of 
association also prescribed that the whole funding required for the MDF 
board project should be paid by the foreign party in cash; our side should 
pay in-kind the proportion of the fund prescribed by the contract. After 
contributing capital of USDJ,OOO,OOO in the early stage, the foreign 
party not only failed to make subsequent capital contributions, but also 
in their own name successively withdrew a total amount of 
RMB4,141,045.02, from the funds they contributed, of which 
USD270,000 was paid to Huadu Baixing Wood Products Factory 
(ltl/li1fi!i:J¥;;tl/f!/J&n, which has no business relationship with the 
Joint Venture. This amount of money equals 47.6% of [the foreign 
party's] paid in capital. Although our side has almost paid off the agreed 
capital contribution (only short 0.9% of the total committed), due to the 
limited contribution from the foreign party and the fact that they 
withdrew a huge amount of money from those funds originally 
contributed by them, it is impossible for the Joint Venture to construct or 
set up production projects and to commence production operation while 
the funds have been insufficient and the foreign party did not pay in the 
majority of the subscribed capital. In fact, the Joint Venture therefore is 
merely a shell, existing in name only. 

Additionally, after the establishment of the Joint Venture, its internal 
operations have been extremely abnormal, for example, annual board 
meetings have not been held as scheduled; annual reports on the status and 
the results of the annual financial audit are missing; the withdrawal of the 
huge amount of funds by the foreign party was not discussed in the board 
meetings, etc. It is hard to list all here. 

In light of the present state of contributions by both sides and the status of 
the Joint Venture from its establishment till now, our side now applies to 
your commission for: 

1. The cancellation of the approval certificate for "Zhanjiang 
Eucalyptus Resources Development Co. Ltd.", i.e. WJMZHZZZ 
No. 065[1994], based on the relevant provisions of Certain 
Regulations on the Subscription of Capital by the Parties to Sino
Foreign Joint Equity Enterprises, 
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2. Direct the Joint Venture to complete the deregistration procedures 
for "Zhanjiang Eucalyptus Resources Development Co. Ltd." at 
the local Administration for Industry and Commerce, and for the 
return of its business license. 

3. Coordination with both parties to resolve the relevant remaining 
Issues. 

Please let us have your reply on whether the above is in order. 

The Seal of the Leizhou Forestry Bureau 

1998, February 27 

[Translation; emphasis added.] 

77. In its 1996 Annual Financial Statements, Sino stated: 

The $14,992,000 due from the LFB represents cash collected from the sale of 
wood chips on behalf of the Leizhou EJV. As originally agreed to by Sino-Wood, 
the cash was being retained by the LFB to fund the ongoing plantation costs of the 
Leizhou EJV incurred by the LFB. Sino-Wood and LFB have agreed that the 
amount due to the Leizhou EJV, after reduction for plantation costs incurred, will 
be settled in 1997 concurrent with the settlement of capital contributions due to 
the Leizhou EJV by Sino-Wood. 

78. These statements were false, inasmuch as Leizhou never generated such sales. Leizhou 

was wound-up in 1998. 

79. At all material times, Sino's founders, Chan and Poon, were fully aware of the reality 

relating to Leizhou, and knowingly misrepresented the true status of Leizhou, as well as its true 

revenues and profits. 

(ii) Sino's Fictitious Investment in SJXT 

80. In Sino's audited financial statements for the year ended December 31, 1997, filed on 

SEDAR on May 20, 1998 (the "1997 Financial Statements"), Sino stated that, in order to 

establish strategic partnerships with key local wood product suppliers and to build a strong 

distribution for the wood-based product and contract supply businesses, it had acquired a 20% 

equity interest in "Shanghai Jin Xiang Timber Ltd." ("SJXT"). Sino then described SJXT as an 
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EJV that had been formed in 1997 by the Ministry of Forestry in China, and declared that its 

function was to organize and manage the first and only official market for timber and log trading 

in Eastern China. It further stated that the investment in SJXT was expected to provide the 

Company with good accessibility to a large base of potential customers and companies in the 

timber and log businesses in Eastern China. 

81. There is, in fact, no entity known as "Shanghai Jin Xiang Timber Ltd." While an entity 

called "Shanghai Jin Xiang Timber Wholesale Market" does exist, Sino did not have, as claimed 

in its disclosure documents, an equity stake in that venture. 

82. According to the 1997 Audited Annual Financial Statements, the total investment of 

SJXT was estimated to be US$9.7 million, of which Sino would be required to contribute 

approximately US$1.9 million for a 20% equity interest. The 1997 Audited Annual Financial 

Statements stated that, as at December 31, 1997, Sino had made capital contributions to SJXT in 

the amount of US$1.0 million. In Sino's balance sheet as at December 31, 1997, the SXJT 

investment was shown as an asset of $1.0 million. 

83. In October 1998, Sino announced an Agency Agreement with SJXT. At that time, Sino 

stated that it would provide 130,000 m3 of various wood products to SJXT over an 18 month 

period, and that, based on then-current market prices, it expected this contract to generate 

"significant revenue" for Sino-Forest amounting to approximately $40 million. The revenues 

that were purportedly anticipated from the SJXT contract were highly material to Sino. Indeed, 

Sino's total reported revenues in 1998 were $92.7 million. 

84. In Sino's Audited Annual Financial Statements for the year ended December 31, 1998, 

which statements were filed on SEDAR on May 18, 1999 (the "1998 Financial Statements"), 

Sino again stated that, in 1997, it had acquired a 20% equity interest in SJXT, that the total 
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investment in SJXT was estimated to be US$9.7 million, of which Sino would be required to 

contribute approximately $1.9 million, representing 20% of the registered capital, and that, as at 

December 31, 1997 and 1998, Sino had made contributions in the amount of US$1.0 million to 

SJXT. In Sino's balance sheet as at December 31, 1998, the SXJT investment was again shown 

as an asset ofUS$1.0 million. 

85. Sino also stated in the 1998 Audited Annual Financial Statements that, during 1998, the 

sale of logs and lumber to SJXT amounted to approximately US$537,000. These sales were 

identified in the notes to the 1998 Financial Statements as related party transactions. 

86. In Sino's Annual Report for 1998, Chan stated that lumber and wood products trading 

constituted a "promising new opportunity." Chan explained that: 

SJXT represents a very significant development for our lumber and wood 
products trading business. The market is prospering and continues to look very 
promising. Phase I, consisting of 100 shops, is completed. Phases II and III are 
expected to be completed by the year 2000. This expansion would triple the size 
of the Shanghai Timber Market. 

The Shanghai Timber Market is important to Sino-Forest as a generator of 
significant new revenue. In addition to supplying various forest products to the 
market from our own operations, our direct participation in SJXT increases our 
activities in sourcing a wide range of other wood products both from inside 
China and internationally. 

The Shanghai Timber Market is also very beneficial to the development of the 
forest products industry in China because it is the first forest products national 
sub-market in the eastern region of the country. 

[ ... ] 

The market also greatly facilitates Sino-Forest's networking activities, enabling 
us to build new industry relationships and add to our market intelligence, all of 
which increasingly leverage our ability to act as principal in our dealings. 

[Emphasis added.] 
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87. Chan also stated in the 1998 Annual Report that the "Agency Agreement with SJXT [is] 

expected to generate approximately $40 million over 18 months." 

88. In Sino's Annual Report for 1999, Sino stated: 

There are also promising growth opportunities as Sino-Forest's investment in 
Shanghai Jin Xiang Timber Ltd. (SJXT or the Shanghai Timber Market), 
develops. The Company also continues to explore opportunities to establish and 
reinforce ties with other international forestry companies and to bring our e
commerce technology into operation. 

Sino-Forest's investment in the Shanghai Timber Market - the first national 
forest products submarket in eastern China - has provided a strong foundation 
for the Company's lumber and wood products trading business. 

[Emphasis added.] 

89. In Sino's MD&A for the year ended December 31, 1999, Sino also stated that: 

Sales from lumber and wood products trading increased 264% to $34.2 million 
compared to $9.4 million in 1998. The increase in lumber and wood products 
trading is attributable largely to the increase in new business generated from 
our investment in Shanghai Jin Xiang Timber Ltd. (SJXT) and a larger sales 
force in 1999. Lumber and wood products trading on an agency basis has 
increased 35% from $2.3 million in 1998 to $3.1 million in 1999. The increase in 
commission income on lumber and wood products trading is attributable to 
approximately $1.8 million of fees earned from a new customer. 

[Emphasis added.] 

90. That same MD&A, however, also states that "The investment in SJXT has contributed to 

the significant growth of the lumber and wood products trading business, which has recorded an 

increase in sales of 219% from $11.7 million in 1998 to $37.2 million in 1999" (emphasis 

added). 

91. In Sino's Audited Annual Financial Statements for the year ended December 31, 1999, 

which statements were filed on SEDAR on May 18, 2000 (the "1999 Financial Statements"), 

Sino stated: 
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During the year, Shanghai Jin Xiang Timber Ltd. ["SJXT"] applied to increase 
the original total capital contributions of $868,000 [Chinese renminbi 7.2 
million] to $1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to 
make an additional contribution of $278,000 as a result of the increase in total 
capital contributions. The additional capital contribution of $278,000 was made 
in 1999 increasing its equity interest in SJXT from 27.8% to 34.4%. The 
principal activity of SJXT is to organize trading of timber and logs in the PRC 
market. 

[Emphasis added.] 

1 3 0 

92. The statements made m the 1999 Financial Statements contradicted Sino's pnor 

representations in relation to SJXT. Among other things, Sino previously claimed to have made 

a capital contribution of$1,037,000 for a 20% equity interest in SJXT. 

93. In addition, note 2(b) to the 1999 Financial Statements stated that, "[a]s at December 31, 

1999, $796,000 ... advances to SJXT remained outstanding. The advances to SJXT were 

unsecured, non-interest bearing and without a fixed repayment date." Thus, assuming that Sino's 

contributions to SJXT were actually made, then Sino's prior statements in relation to SJXT were 

materially misleading, and violated GAAP, inasmuch as those statements failed to disclose that 

Sino had made to SJXT, a related party, a non-interest bearing loan of$796,000. 

94. In Sino's Audited Annual Financial Statements for the year ended December 31, 2000, 

which statements were filed on SEDAR on May 18, 2000 (the "2000 Financial Statements"), 

Sino stated: 

In 1999, Shanghai Jin Xiang Timber Ltd. ("SJXT") applied to increase the 
original total capital contributions of $868,000 [Chinese renminbi 7.2 million] to 
$1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to make an 
additional contribution of $278,000 as a result of the increase in total capital 
contributions. The additional capital contribution of $278,000 was made in 1999 
increasing its equity interest in SJXT from 27.8% to 34.4%. The principal activity 
of SJXT is to organize the trading of timber and logs in the PRC market. During 
the year, advances to SJXT of $796,000 were repaid. 
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95. In Sino's balance sheet as at December 31, 2000, the SJXT investment was shown as an 

asset of $519,000, being the sum of Sino's purported SJXT investment of $1,315,000 as at 

December 31, 1999, and the $796,000 of"advances" purportedly repaid to Sino by SJXT during 

the year ended December 31, 2000. 

96. In Sino's Annual Reports (including the audited annual financial statements contained 

therein) for the years 2001 and beyond, there is no discussion whatsoever of SJXT. Indeed, 

Sino's "promising" and "very significant" investment in SJXT simply evaporated, without 

explanation, from Sino's disclosure documents. In fact, and unbeknownst to the public, Sino 

never invested in a company called "Shanghai Jin Xiang Timber Ltd." Chan and Poon knew, or 

were reckless in not knowing of, that fact. 

97. At all material times, Sino's founders, Chan and Poon, were fully aware of the reality 

relating to SJXT, and knowingly misrepresented the true status of SJXT and Sino's interested 

therein. 

(iii) Sino's Materially Deficient and Misleading Class Period Disclosures regarding 
Sino's History 

98. During the Class Period, the Sino disclosure documents identified below purported to 

provide investors with an overview of Sino's history. However, those disclosure documents, and 

indeed all of the Impugned Documents, failed to disclose the material fact that, from its very 

founding, Sino was a fraud, inasmuch as its purportedly key investments in Leizhou and SJXT 

were either grossly inflated or fictitious. 

99. Accordingly, the statements particularized m paragraphs 100 to 104 below were 

misrepresentations. The misleading nature of such statements was exacerbated by the fact that, 

throughout the Class Period, Sino's senior management and Board purported to be governed by 
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the Code, which touted the "high standards of ethical conduct, in both words and actions", of 

Sino's senior management and Board. 

100. In the Prospectuses, Sino described its history, but did not disclose that the SJXT 

investment was fictitious, or that the revenues generated by Leizhou were non-existent or grossly 

overstated. 

101. In particular, the June 2007 Prospectus stated merely that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act. On June 22, 2004, the Corporation 
filed articles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple-voting shares were 
eliminated. 

102. Similarly, the June 2009 Prospectus stated only that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act. On June 22, 2004, the Corporation 
filed articles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple-voting shares were 
eliminated. 

103. Finally, the December 2009 Prospectus stated only that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
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Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act (the "CBCA"). On June 22, 2004, 
the Corporation filed articles of amendment whereby its class A subordinate
voting shares were reclassified as Common Shares and its class B multiple-voting 
shares were eliminated. 

104. The failure to disclose the true nature of, and/or Sino's revenues and profits from, SJXT 

and Leizhou in the historical narrative in the Prospectuses rendered those Prospectuses materially 

false and misleading. Those historical facts would have alerted persons who purchased Sino 

shares under the Prospectuses, and/or in the secondary markets, to the highly elevated risk of 

investing in a company that continued to be controlled by Chan and Poon, both of whom were 

founders of Sino, and both of whom had knowingly misrepresented the true nature of Leizhou 

and SJXT from the time of Sino's creation. Thus, Sino was required to disclose those historical 

facts to the Class Members during the Class Period, but failed to do so, either in the Prospectuses 

or in any other Impugned Document. 

B. Misrepresentations relating to Sino's Forestry Assets 

(i) Sino Overstates its Yunnan Forestry Assets 

105. In a press release issued by Sino and filed on SEDAR on March 23, 2007, Sino 

announced that it had entered into an agreement to sell 26 million shares to several institutional 

investors for gross proceeds of US$200 million, and that the proceeds would be used for the 

acquisition of standing timber, including pursuant to a new agreement to purchase standing 

timber in Yunnan Province. It further stated in that press release that Sino-Panel (Asia) Inc. 

("Sino-Panel"), a wholly-owned subsidiary of Sino, had entered on that same day into an 

agreement with Gengma Dai and Wa Tribes Autonomous Region Forestry Company Ltd., 

("Gengma Forestry") established in Lincang City, Yunnan Province in the PRC, and that, under 

that Agreement, Sino-Panel would acquire approximately 200,000 hectares of non-state owned 
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commercial standing timber in Lincang City and surrounding cities in Yunnan for US$700 

million to US$1.4 billion over a I 0-year period. 

106. These same terms of Sino's Agreement with Gengma Forestry were disclosed in Sino's 

Ql 2007 MD&A. Moreover, throughout the Class Period, Sino discussed its purported Yunnan 

acquisitions in the Impugned Documents, and Poyry repeatedly made statements regarding said 

holdings, as particularized below. 

107. The reported acquisitions did not take place. Sino overstated to a material degree the size 

and value of its forestry holdings in Yunnan Province. It simply does not own all of the trees it 

claims to own in Yunnan. Sino's overstatement of the Yunnan forestry assets violated GAAP. 

108. The misrepresentations about Sino's acquisition and holdings of the Yunnan forestry 

assets were made in all of the Impugned Documents that were MD&As, financial statements, 

AIFs, Prospectuses and Offering Memoranda, except for the 2005 Audited Annual Financial 

Statements, the Q I 2006 interim financial statements, the 2006 Audited Annual Financial 

Statements, the 2006 Annual MD&A. 

(ii) Sino Overstates its Suriname Forestry Assets; Alternatively, Sino fails to Disclose 
the Material Fact that its Suriname Forestry Assets are contrary to the Laws of 
Suriname 

109. In mid-2010, Sino became a majority shareholder of Greenheart Group Ltd., a Bermuda 

corporation having its headquarters in Hong Kong, China and a listing on the Hong Kong Stock 

Exchange ("Greenheart"). 

110. In August 2010, Greenheart issued an aggregate principal amount of US$25,000,000 

convertible notes for gross proceeds of US$24, 750,000. The sole subscriber of these convertible 

notes was Greater Sino Holdings Limited, an entity in which Murray has an indirect interest. In 

134 
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addition, Chan and Murray then became members of Greenheart' s Board, Chan became the 

Board's Chairman, and Martin became the CEO of Greenheart and a member of its Board. 

Ill. On August 24, 20 I 0 and December 28, 20 I 0, Greenheart granted to Chan, Martin and 

Murray options to purchase, respectively, approximately 6.8 million, 6.8 million and 1.1 million 

Greenheart shares. The options are exercisable for a five-year term. 

112. As at March 31, 20 II, General Enterprise Management Services International Limited, a 

company in which Murray has an indirect interest, held 7,000,000 shares of Greenheart, being 

0.9% of the total issued and outstanding shares of Greenheart. 

113. As a result of the aforesaid transactions and interests, Sino, Chan, Martin and Murray 

stood to profit handsomely from any inflation in the market price of Greenheart' s shares. 

114. At all material times, Greenheart purported to have forestry assets in New Zealand and 

Suriname. On March I, 20 II, Greenheart issued a press release in which it announced that: 

Greenheart acquires certain rights to additional 128,000 hectare concession in 
Suriname 

***** 

312,000 hectares now under Greenheart management 

Hong Kong, March I, 20 II - Greenheart Group Limited ("Greenheart" or "the 
Company") (HKSE: 00094), an investment holding company with forestry assets in 
Suriname and New Zealand (subject to certain closing conditions) today announced that 
the Company has acquired 60% of Vista Marine Services N. V. ("Vista''), a private 
company based in Suriname, South America that controls certain harvesting rights to a 
128,000 hectares hardwood concession. Vista will be rebranded as part of the 
Greenheart Group. This transaction will increase Greenheart's concessions under 
management in Suriname to approximately 312,000 hectares. The cost of this 
acquisition is not material to the Company as a whole but the Company is optimistic 
about the prospects of Vista and the positive impact that it will bring. The concession is 
located in the Sipalawini district of Suriname, South America, bordering Lake 
Brokopondo and has an estimated annual allowable cut of approximately 100,000 
cubic meters. 
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Mr. Judson Martin, Chief Executive Officer of Greenheart and Vice-Chairman of Sino
Forest Corporation, the Company's controlling shareholder said, "This acquisition is in 
line with our growth strategy to expand our footprint in Suriname. In addition to 
increased harvestable area, this acquisition will bring synergies in sales, marketing, 
administration, financial reporting and control, logistics and overall management. I am 
pleased to welcome Mr. Ty Wilkinson to Greenheart as our minority partner. Mr. 
Wilkinson shares our respect for the people of Suriname and the land and will be 
appointed Chief Executive Officer of this joint venture and be responsible for operating 
in a sustainable and responsible manner. This acquisition further advances Greenheart's 
strategy of becoming a global agri-forestry company. We will continue to actively seek 
well-priced and sustainable concessions in Suriname and neighboring regions in the 
coming months." 

[Emphasis added.] 

115. In its 2010 AIF, filed on SEDAR on March 31,2011, Sino stated: 

We hold a majority interest in Greenheart Group which, together with its subsidiaries, 
owns certain rights and manages approximately 312,000 hectares of hardwood forest 
concessions in the Republic of Suriname, South America ("Suriname") and 11,000 
hectares of a radiata pine plantation on 13,000 hectares of freehold land in New Zealand 
as at March 31, 2011. We believe that our ownership in Greenheart Group will 
strengthen our global sourcing network in supplying wood fibre for China in a 
sustainable and responsible manner. 

[Emphasis added.] 

116. The statements reproduced in the preceding paragraph were false and/or materially 

misleading when made. Under the Suriname Forest Management Act, it is prohibited for one 

company or a group of companies in which one person or company has a majority interest to 

control more than 150,000 hectares of land under concession. Therefore, either Greenheart's 

concessions under management in Suriname did not exceed 150,000 hectares, or Greenheart's 

concessions under management in Suriname violated the laws of Suriname, which was a material 

fact not disclosed in any of the Impugned Documents. 

117. In each of the October 2010 Offering Memorandum, the 2010 Annual MD&A, the 2010 

AIF, Sino represented that Greenheart had well in excess of 150,000 hectares of concession 

136 
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under management in Suriname without however disclosing that Suriname law imposed a limit 

of 150,000 hectares on Greenheart and its subsidiaries. 

118. Finally, Vista's forestry concessions are located in a region of Suriname populated by the 

Saramaka, an indigenous people. Pursuant to the American Convention on Human Rights and a 

decision of the Inter-American Court of Human Rights, the Saramaka people must have effective 

control over their land, including the management of their reserves, and must be effectively 

consulted by the State of Suriname. Sino has not disclosed in any of the Impugned Documents 

where it has discussed Greenheart and/or Suriname assets that Vista's purported concessions in 

Suriname, if they exist at all, are impaired due to the unfulfilled rights of the indigenous people 

of Suriname, in violation of GAAP. The Impugned Documents that omitted that disclosure were 

the 2010 Annual MD&A, the 2010 Audited Annual Financial Statements, and the 2010 AIF. 

(iii) Sino overstates its Jiangxi Forestry Assets 

119. On June 11, 2009, Sino issued a press release in which it stated: 

Sino-Forest Corporation (TSX: TRE), a leading commercial forest plantation operator in 
China, announced today that its wholly-owned subsidiary, Sino-Panel (China) 
Investments Limited ("Sino-Panel"), has entered into a Master Agreement for the 
Purchase of Pine and Chinese Fir Plantation Forests (the "Jiangxi Master Agreement") 
with Jiangxi Zhonggan Industrial Development Company Limited ("Jiangxi Zhonggan"), 
which will act as the authorized agent for the original plantation rights holders. 

Under the Jiangxi Master Agreement, Sino-Panel will, through PRC subsidiaries of Sino
Forest, acquire between 15 million and 18 million cubic metres (m3) of wood fibre 
located in plantations in Jiangxi Province over a three-year period with a price not to 
exceed RMB300 per m3, to the extent permitted under the relevant PRC laws and 
regulations. The plantations in which such amount of wood fibre to acquire is between 
150,000 and 300,000 hectares to achieve an estimated average wood fibre yield of 
approximately 1 00 m3 per hectare, and include tree species such as pine, Chinese fir and 
others. Jiangxi Zhonggan will ensure plantation forests sold to Sino-Panel and its PRC 
subsidiaries are non-state-owned, non-natural, commercial plantation forest trees. 

In addition to securing the maximum tree acquisition price, Sino-Panel has pre-emptive 
rights to lease the underlying plantation land at a price, permitted under the relevant PRC 
laws and regulations, not to exceed RMB450 per hectare per annum for 30 years from the 
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time of harvest. The land lease can also be extended to 50 years as permitted under PRC 
laws and regulations. The specific terms and conditions of purchasing or leasing are to be 
determined upon the execution of definitive agreements between the PRC subsidiaries of 
Sino-Panel and Jiangxi Zhonggan upon the authorisation of original plantation rights 
holders, and subject to the requisite governmental approval and in compliance with the 
relevant PRC laws and regulations. 

Sino-Forest Chairman and CEO Allen Chan said, "We are fortunate to have been able 
to capture and support investment opportunities in China's developing forestry sector 
by locking up a large amount of fibre at competitive prices. The Jiangxi Master 
Agreement is Sino-Forest's fifth, long-term, fibre purchase agreement during the past 
two years. These five agreements cover a total plantation area of over one million 
hectares in five of China's most densely forested provinces." 

[Emphasis added.] 

120. According to Sino's 2010 Annual MD&A, as of December 31,2010, Sino had acquired 

59,700 ha of plantation trees from Jiangxi Zhonggan Industrial Development Company Limited 

("Zhonggan") for US$269 .1 million under the terms of the master agreement. (In its interim 

report for the second quarter of 2011, which was issued after the Class Period, Sino claims that, 

as at June 30, 201 I, this number had increased to 69,100 ha, for a purchase price of US$309.6 

million). 

121. However, as was known to Sino, Chan, Poon and Horsley, and as ought to have been 

known to the remaining Individual Defendants, BDO, E&Y and Poyry, Sino's plantation 

acquisitions through Zhonggan are materially smaller than Sino has claimed. 

(iv) Poyry makes Misrepresentations in relation to Sino's Forestry Assets 

122. As particularized above, Sino overstated its forestry assets in Yunnan and Jiangxi 

Provinces in the PRC and in Suriname. Accordingly, Sino's total assets are overstated to a 

material degree in all of the Impugned Documents, in violation of GAAP, and each such 

statement of Sino's total assets constitutes a misrepresentation. 

1 3 8 
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123. In addition, during the Class Period, Poyry and entities affiliated with it made statements 

that are misrepresentations in regard to Sino's Yunnan Province "assets," namely: 

(a) In a report dated March 14,2008, filed on SEDAR on March 31,2008 (the "2008 

Valuations"), Poyry: (a) stated that it had determined the valuation of the Sino 

forest assets to be US$3 .2 billion as at 31 December 2007; (b) provided tables and 

figures regarding Yunnan; (c) stated that "Stands in Yunnan range from 20 ha to 

1000 ha," that "In 2007 Sino-Forest purchased an area of mixed broadleaf forest 

in Yunnan Province," that "Broadleaf forests already acquired in Yunnan are all 

mature," and that "Sino-Forest is embarking on a series of forest 

acquisitions/expansion efforts in Hunan, Yunnan and Guangxi;" and (d) provided 

a detailed discussion of Sino's Yunnan "holdings" at Appendixes 3 and 5. 

Poyry's 2008 Valuations were incorporated in Sino's 2007 Annual MD&A, 

amended 2007 Annual MD&A, 2007 AIF, each of the Q 1, Q2, and Q3 2008 

MD&As, Annual 2008 MD&A, amended Annual 2008 MD&A, each of the Q 1, 

Q2 and Q3 2009, annual 2009 MD&A, and July 2008 and December 2009 

Offering Memoranda; 

(b) In a report dated April 1, 2009 and filed on SEDAR on April 2, 2009 (the "2009 

Valuations"), Poyry stated that "[t]he area of forest owned in Yunnan has 

quadrupled from around 10 000 ha to almost 40 000 ha over the past year," 

provided figures and tables regarding Yunnan, and stated that "Sino-Forest has 

increased its holding of broadleaf crops in Yunnan during 2008, with this 

province containing nearly 99% of its broadleaf resource." Poyry's 2009 

Valuations were incorporated in Sino's 2008 AIF, each of the Q1, Q2, Q3 2009 

MD&As, Annual 2009 MD&A, June 2009 Offering Memorandum, and June 

2009 and December 2009 Prospectuses; 

(c) In a "Final Report" dated April 23, 2010, filed on SEDAR on April 30, 2010 (the 

"2010 Valuations"), Poyry stated that "Guangxi, Hunan and Yunnan are the three 

largest provinces in terms of Sino-Forest's holdings. The largest change in area 

by province, both in absolute and relative terms [sic] has been Yunnan, where the 
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area of forest owned has almost tripled, from around 39 000 ha to almost 106 000 

ha over the past year," provided figures and tables regarding Yunnan, stated that 

"Yunnan contains 106 000 ha, including 85 000 ha or 99% of the total broadleaf 

forest," stated that "the three provinces of Guangxi, Hunan and Yunnan together 

contain 391 000 ha or about 80% of the total forest area of 491 000 ha" and that 

"[a]lmost 97% of the broadleaf forest is in Yunnan," and provided a detailed 

discussion of Sino's Yunnan "holdings" at Appendixes 3 and 4. Poyry's 2010 

Valuations were incorporated in Sino's 2009 AIF, the annual2009 MD&A, each 

of the Ql, Q2 and Q3 2010 MD&As, and the October 2010 Offering 

Memorandum; 

(d) In a "Summary Valuation Report" regarding "Valuation of Purchased Forest 

Crops as at 31 December 201 0" and dated May 27, 2011, Poyry provided tables 

and figures regarding Yunnan, stated that "[t]he major changes in area by species 

from December 2009 to 2010 has been in Yunnan pine, with acquisitions in 

Yunnan and Sichuan provinces" and that "[a]nalysis of [Sino's] inventory data for 

broadleaf forest in Yunnan, and comparisons with an inventory that Poyry 

undertook there in 2008 supported the upwards revision of prices applied to the 

Yunnan broadleaf large size log," and stated that "[t]he yield table for Yunnan 

pine in Yunnan and Sichuan provinces was derived from data collected in this 

species in these provinces by Poyry during other work;" and 

(e) In a press release titled "Summary of Sino-Forest's China Forest Asset 2010 

Valuation Reports" and which was "jointly prepared by Sino-Forest and Poyry to 

highlight key findings and outcomes from the 2010 valuation reports," Poyry 

reported on Sino's "holdings" and estimated the market value of Sino's forest 

assets on the 754,816 ha to be approximately US$3.1 billion as at December 31, 

2010. 

140 
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C. Misrepresentations relating to Sino's Related Party Transactions 

(i} Related Party Transactions Generally 

124. Under GAAP and GAAS, a "related party" exists "when one party has the ability to 

exercise directly or indirectly, control, joint control or significant influence over the other." 

(CICA Handbook 3840.03) Examples include a parent-subsidiary relationship or an entity that 

is economically dependent upon another. 

125. Related parties raise the concern that transactions may not be conducted at arm's length, 

and pricing or other terms may not be determined at fair market values. For example, when a 

subsidiary "sells" an asset to its parent at a given price, it may not be appropriate that that asset 

be reported on the balance sheet or charged against the earnings of the parent at that price. 

Where transactions are conducted between arm's length parties, this concern is generally not 

present. 

126. The existence of related party transactions is important to investors irrespective of the 

reported dollar values of the transactions because the transactions may be controlled, 

manipulated and/or concealed by management (for example, for corporate purposes or because 

fraudulent activity is involved), and because such transactions may be used to benefit 

management or persons close to management at the expense of the company, and therefore its 

shareholders. 

(ii) Sino jails to disclose that Zhonggan was a Related Party 

127. Irrespective of the true extent of Zhonggan's transactions in Jiangxi forestry plantations, 

Sino failed to disclose, in violation of GAAP, that Zhonggan was a related party of Sino. More 

particularly, according to AIC records, the legal representative of Zhonggan is Lam Hong Chiu, 

who is an executive vice president of Sino. Lam Hong Chiu is also a director and a 50% 
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shareholder of China Square Industrial Limited, a BVI corporation which, according to AIC 

records, owns 80% of the equity of Zhonggan. 

128. The Impugned Documents that omitted that disclosure were the Q2 2009 MD&A, the Q2 

2009 interim financial statements, the Q3 2009 MD&A, the Q3 2009 interim financial 

statements, the December 2009 Prospectus, the 2009 Annual MD&A, the 2009 Audited Annual 

Financial Statements, the 2009 AIF, the Q1 2010 MD&A, the Q1 2010 interim financial 

statements, the Q2 2010 MD&A, the Q2 2010 interim financial statements, the Q3 2010 MD&A, 

the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 Audited Annual 

Financial Statements, and the 2010 AIF. 

(iii) Sino fails to disclose that Homix was a Related Party 

129. On January 12, 2010, Sino issued a press release in which it announced the acquisition by 

one of its wholly-owned subsidiaries of Homix Limited ("Homix"), which it described as a 

company engaged in research and development and manufacturing of engineered-wood products 

in China, for an aggregate amount of US$7 .1 million. That press release stated: 

HOMIX has an R&D laboratory and two engineered-wood production operations based 
in Guangzhou and Jiangsu Provinces, covering eastern and southern China wood product 
markets. The company has developed a number of new technologies with patent rights, 
specifically suitable for domestic plantation logs including poplar and eucalyptus species. 
HOMIX specializes in curing, drying and dyeing methods for engineered wood and has 
the know-how to produce recomposed wood products and laminated veneer lumber. 
Recomposed wood technology is considered to be environment-friendly and versatile as 
it uses fibre from forest plantations, recycled wood and/or wood residue. This reduces the 
traditional use of large-diameter trees from natural forests. There is growing demand for 
recomposed wood technology as it reduces cost for raw material while increases the 
utilization and sustainable use of plantation fibre for the production of furniture and 
interior/exterior building materials. 

[ ... ] 

Mr. Allen Chan, Sino-Forest's Chairman & CEO, said, "As we continue to ramp up our 
replanting programme with improved eucalyptus species, it is important for Sino-Forest 
to continue investing in the research and development that maximizes all aspects of the 

142 
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forest product supply chain. Modernization and improved productivity of the wood 
processing industry in China is also necessary given the country's chronic wood fibre 
deficit. Increased use of technology improves operation efficiency, and maximizes and 
broadens the use of domestic plantation wood, which reduces the need for logging 
domestic natural forests and for importing logs from strained tropical forests. HOMIX 
has significant technological capabilities in engineered-wood processing." 

Mr. Chan added, "By acquiring HOMIX, we intend to use six-year eucalyptus fibre 
instead of 30-year tree fibre from other species to produce quality lumber using 
recomposed technology. We believe that this will help preserve natural forests as well as 
improve the demand for and pricing of our planted eucalyptus trees." 

130. Sino's 2009 Audited Annual Financial Statements, Ql/2010 Unaudited Interim Financial 

Statements, 2010 Audited Annual Financial Statements, the MD&As related to each of the 

aforementioned financial statements, and Sino's AIFs for 2009 and 2010, each discussed the 

acquisition of Homix, but nowhere disclosed that Homix was in fact a related party of Sino. 

131. More particularly, Hua Chen, a Senior Vice President, Administration & Finance, of Sino 

in the PRC, and who joined Sino in 2002, is a 30% shareholder of an operating subsidiary of 

Homix, Jiangsu Dayang Wood Co., Ltd. ("Jiangsu") 

132. In order to persuade current and prospective Sino shareholders that there was a 

commercial justification for the Homix acquisition, Sino misrepresented Homix's patent designs 

registered with the PRC State Intellectual Property Office. In particular, in its 2009 Annual 

Report, Sino stated: 

HOMIX acquisition 

In accordance with our strategy to focus on research and development and to improve the 
end-use of our wood fibre, we acquired HOMIX Ltd. in January 2010 for $7.1 million. 
This corporate acquisition is small but strategically important adding valuable 
intellectual property rights and two engineered-wood processing facilities located in 
Guangdong and Jiangsu Provinces to our operations. Homix has developed 
environment-friendly technology, an efficient process using recomposed technology to 
convert small-diameter plantation logs into building materials and furniture. Since we 
plan to grow high volumes of eucalypt and other FGHY species, this acquisition will help 
us achieve our long-term objectives of maximizing the use of our fibre, supplying a 
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variety of downstream customers and enhancing economic rural development. [Emphasis 
added] 

133. However, Homix itself then had no patent designs registered with the PRC State 

Intellectual Property Office. At that time, Homix had two subsidiaries, Jiangsu and Guangzhou 

Pany Dacheng Wood Co. The latter then had no patent designs registered with the PRC State 

Intellectual Property Office, while Jiangsu had two patent designs. However, each such design 

was for wood dyeing, and not for the conversion of small-diameter plantation logs into building 

materials and furniture. 

(iv) Sino fails to disclose that Yunan Shunxuan was a Related Party 

134. In addition, during the Class Period, Sino purportedly purchased approximately 1,600 

hectares of timber in Yunnan province from Yunnan Shunxuan Forestry Co. Ltd. Yunnan 

Shunxuan was part of Sino, acting under a separate label. Accordingly, it was considered a 

related party for the purposes of the GAAP disclosure requirements, a fact that Sino failed to 

disclose. 

135. The Impugned Documents that omitted that disclosure were the 2009 Annual MD&A, the 

2009 Audited Annual Financial Statements, the 2009 AIF, the Q1 2010 MD&A, the Q1 2010 

interim financial statements, the Q2 2010 MD&A, the Q2 2010 interim financial statements, the 

Q3 2010 MD&A, the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 

Audited Annual Financial Statements, and the 2010 AIF. 

136. Sino's failure to disclose that Yunnan Shunxuan was a related party was a violation of 

GAAP, and a misrepresentation. 

(v) Sino fails to disclose that Yuda Wood was a Related Party 

137. Huaihua City Yuda Wood Co. Ltd., based in Huaihua City, Hunan Province ("Yuda 

Wood"), was a major supplier of Sino at material times. Yuda Wood was founded in April2006 
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and, from 2007 until 2010, its business with Sino totalled approximately 152,164 Ha and RMB 

4.94 billion. 

138. During that period, Yuda Wood was a related party of Sino. Indeed, in the Second 

Report, the IC acknowledged that "there is evidence suggesting close cooperation [between 

Sino and Yuda Wood] (including administrative assistance, possible payment of capital at the 

time of establishment, joint control of certain of Yuda Wood's RMB bank accounts and the 

numerous emails indicating coordination of funding and other business activities)" [emphasis 

added.] 

139. The fact that Yuda Wood was a related party of Sino during the Class Period was a 

material fact and was required to be disclosed under GAAP, but, during the Class Period, that 

fact was not disclosed by Sino in any of the Impugned Documents, or otherwise. 

(vi) Sino fails to Disclose that Major Suppliers were Related Parties 

140. At material times, Sino had at least thirteen suppliers where former Sino employees, 

consultants or secondees are or were directors, officers and/or shareholders of one or more such 

suppliers. Due to these and other connections between these suppliers and Sino, some or all of 

such suppliers were in fact undisclosed related parties of Sino. 

141. Including Yuda Wood, the thirteen suppliers referenced above accounted for 43% of 

Sino's purported plantation purchases between 2006 and the first quarter of 2011. 

142. In none of the Impugned Documents did Sino disclose that any of these suppliers were 

related parties, nor did it disclose sufficient particulars of its relations with such suppliers as 

would have enabled the investing public to ascertain that those suppliers were related parties. 



59 

D. Misrepresentations relating to Sino's Relations with Forestry Bureaus and its 
Purported Title to Forestry Assets in the PRC 

146 

143. In at least two instances during the Class Period, PRC forestry bureau officials were 

either concurrently or subsequently employees of, or consultants to, Sino. One forestry bureau 

assigned employees to Sino and other companies to assist in the development of the forestry 

industry in its jurisdiction. 

144. In addition, a vice-chief of the forestry bureau was assigned to work closely with Sino, 

and while that vice chief still drew a basic salary from the forestry bureau, he also acted as a 

consultant to Sino in the conduct of Sino's business. This arrangement was in place for several 

years. That vice-chief appeared on Sino's payroll from January 2007 with a monthly payment of 

RMB 15,000, which was significant compared with his forestry bureau salary. 

145. In addition, at material times, Sino and/or its subsidiaries and/or its suppliers made cash 

payments and gave "gifts" to forestry bureau officals, which potentially constituted a serious 

criminal offence under the laws of the PRC. At least some of these payments and gifts were 

made or given in order to induce the recipients to issue "confirmation letters" in relation to 

Sino's purported holdings in the PRC of standing timber. These practices utterly compromised 

the integrity of the process whereby those "confirmation letters" were obtained. 

146. Further, a chief of a forestry bureau who had authorized the issuance of confirmations to 

Sino was arrested due to corruption charges. That forestry bureau had issued confirmations only 

to Sino and to no other companies. Subsequent to the termination of that forestry bureau chief, 

that forestry bureau did not issue confirmations to any company. 

147. The foregoing facts were material because: (1) they undermined the reliability (if any) of 

the documentation upon which Sino relied and continues to rely to establish its ownership of 
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standing timber; and (2) the corruption in which Sino was engaged exposed Sino to potential 

criminal penalties, including substantial fines, as well as a risk of severe reputational damage in 

Sino's most important market, the PRC. 

148. However, none ofthese facts was disclosed in any of the Impugned Documents. On the 

contrary, Sino only made the following disclosure regarding former government officials in its 

2007 Annual Report (and in no other Impugned Document), which was materially incomplete, 

and a misrepresentation: 

To ensure successful growth, we have trained and promoted staff from within our 
organization, and hired knowledgeable people with relevant working experience 
and industry expertise - some joined us from forestry bureaus in various regions 
and provinces and/or state-owned tree farms. [ ... ] 4. Based in Heyuan, 
Guangdong, Deputy GM responsible for Heyuan plantations, previously with 
forestry bureau; studied at Yangdongxian Dangxiao [Mr. Liang] 5. Based in 
Hunan, Plantation controller, graduated from Hunan Agricultural University, 
previously Assistant Manager of state-owned farm trees in Hunan [Mr. Xie]. 

149. In respect of Sino's purported title to standing timber in the PRC, Sino possessed 

Plantation Rights Certificates, or registered title, only in respect of 18% of its purported holdings 

of standing timber as at December 31, 2010, a fact nowhere disclosed by Sino during the Class 

Period. This fact was highly material to Sino, inasmuch as standing timber comprised a large 

proportion of Sino's assets throughout the Class Period, and in the absence of Plantation Rights 

Certificates, Sino could not establish its title to that standing timber. 

150. Rather than disclose this highly material fact, Sino made the following misrepresentations 

in the following Impugned Documents: 

(a) In the 2008 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased tree plantations and planted tree plantations currently under our 

management, and we are in the process of applying for the plantation rights 
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certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; 

(b) In the 2009 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; and 

(c) In the 2010 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]. 

151. In the absence of Plantation Rights Certificates, Sino relies principally on the purchase 

contracts entered into by its BVI subsidiaries ("BVIs") in order to demonstrate its ownership of 

standing timber. 

152. However, under PRC law, those contracts are void and unenforceable. 

153. In the alternative, ifthose contracts are valid and enforceable, they are enforceable only 

as against the counterparties through which Sino purported to acquire the standing timber, and 

not against the party who has registered title (if any) to the standing timber. Because some or all 

of those counterparties were or became insolvent, corporate shells or thinly capitalized, then any 

claims that Sino would have against those counterparties under PRC law, whether for unjust 

enrichment or otherwise, were of little to no value, and certainly constituted no substitute for 

registered title to the standing timber which Sino purported to own. 

148 
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154. Sino never disclosed these material facts during the Class Period, whether in the 

Impugned Documents or otherwise. On the contrary, Sino made the following 

misrepresentations in relation to its purported title to standing timber: 

(a) In the July 2008 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(b) In the June 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(c) In the October 2010 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(d) In the 2006 AIF, Sino stated "Based on the supplemental purchase contracts and 

the plantation rights certificates issued by the relevant forestry departments, we 

have the legal right to own our purchased tree plantations"; 

(e) In the 2007 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry departments, we have the legal right to 

own our purchased tree plantations"; 

(f) In the 2008 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

tree plantations"; 
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(g) In the 2009 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the local forestry bureaus, we legally own our purchased 

plantations"; 

(h) In the December 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the local forestry bureaus, we 

legally own our purchased plantations"; and 

(i) In the 2010 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

plantations." 

155. In addition, during the Class Period, Sino never disclosed the material fact, belatedly 

revealed in the Second Report, that "in practice it is not able to obtain Plantation Rights 

Certificates for standing timber purchases when no land transfer rights are transferretf' 

[emphasis added]. 

156. On the contrary, during the Class Period, Sino made the following misrepresentation in 

each of the 2006 and 2007 AIFs: 

Since 2000, the PRC has been improving its system of registering plantation land 
ownership, plantation land use rights and plantation ownership rights and its 
system of issuing certificates to the persons having plantation land use rights, to 
owners owning the plantation trees and to owners of the plantation land. In April 
2000, the PRC State Forestry Bureau announced the "Notice on the 
Implementation of Nationwide Uniform Plantation Right Certificates" (Lin Zi Fa 
[2000] No. 159) on April 19, 2000 (the "Notice"). Under the Notice, a new 
uniform form of plantation rights certificate is to be used commencing from the 
date of the Notice. The same type of new form plantation rights certificate will 
be issued to the persons having the right to use the plantation land, to persons 
who own the plantation land and plantation trees, and to persons having the 
right to use plantation trees. 

[Emphasis added] 

150 
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157. Under PRC law, county and provincial forestry bureaus have no authority to issue 

confirmation letters. Such letters cannot be relied upon in a court of law to resolve a dispute and 

are not a guarantee of title. Notwithstanding this, during the Class Period, Sino made the 

following misrepresentations: 

(a) In the 2006 AIF: "In addition, for the purchased tree plantations, we have 

obtained confirmations from the relevant forestry bureaus that we have the 

legal right to own the purchased tree plantations for which we have not received 

certificates" [emphasis added]; and 

(b) In the 2007 AIF: "For our Purchased Tree Plantations, we have applied for the 

relevant Plantation Rights Certificates with the competent local forestry 

departments. As the relevant locations where we purchased our Purchased Tree 

Plantations have not fully implemented the new form Plantation Rights 

Certificate, we are not able to obtain all the corresponding Plantation Rights 

Certificates for our Purchased Tree Plantations. In this connection, we obtained 

confirmation on our ownership of our Purchased Tree Plantations from the 

relevant forestry departments." [emphasis added] 
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E. Misrepresentations relating to Sino's Relationships with its Als 

158. In addition to the misrepresentations alleged above in relation to Sino's Ais, including 

those alleged in Section VI.C hereof (Misrepresentations relating to Sino's Related Party 

Transactions), Sino made the following misrepresentations during the Class Period in relation to 

its relationships with it Ais. 

(i) Sino Misrepresents the Degree of its Reliance on its Als 

159. On March 30, 2007, Sino issued and filed on SEDAR its 2006 AIF. In that AIF, Sino 

stated: 

... PRC laws and regulations require foreign companies to obtain licenses to engage in 
any business activities in the PRC. As a result of these requirements, we currently engage 
in our trading activities through PRC authorized intermediaries that have the requisite 
business licenses. There is no assurance that the PRC government will not take action to 
restrict our ability to engage in trading activities through our authorized intermediaries. 
In order to reduce our reliance on the authorized intermediaries, we intend to use a 
WFOE in the PRC to enter into contracts directly with suppliers of raw timber, and 
then process the raw timber, or engage others to process raw timber on its behalf, and 
sell logs, wood chips and wood-based products to customers, although it would not be 
able to engage in pure trading activities. 

[Emphasis added.] 

160. In its 2007 AIF, which Sino filed on March 28, 2008, Sino again declared its intention to 

reduce its reliance upon Ais. 

161. These statements were false and/or materially misleading when made, inasmuch as Sino 

had no intention to reduce materially its reliance on Ais, because its Ais were critical to Sino's 

ability to inflate its revenue and net income. Rather, these statements had the effect of mitigating 

any investor concern arising from Sino's extensive reliance upon Ais. 

162. Throughout the Class Period, Sino continued to depend heavily upon Als for its 

purported sales of standing timber. In fact, contrary to Sino's purported intention to reduce its 

reliance on its Ais, Sino's reliance on its Ais in fact increased during the Class Period. 

152 
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(ii) Sino Misrepresents the Tax-related Risks Arising from its use of Als 

163. Throughout the Class Period, Sino materially understated the tax-related risks arising 

from its use of Ais. 

164. Tax evasion penalties in the PRC are severe. Depending on whether the PRC authorities 

seek recovery of unpaid taxes by means of a civil or criminal proceeding, its claims for unpaid 

tax are subject to either a five- or ten-year limitation period. The unintentional failure to pay 

taxes is subject to a 0.05% per day interest penalty, while an intentional failure to pay taxes is 

punishable with fines of up to five times the unpaid taxes, and confiscation of part or all of the 

criminal's personal properties maybe also imposed. 

165. Therefore, because Sino professed to be unable to determine whether its Ais have paid 

required taxes, the tax-related risks arising from Sino's use of Ais were potentially devastating. 

Sino failed, however, to disclose these aspects of the PRC tax regime in its Class Period 

disclosure documents, as alleged more particularly below. 

166. Based upon Sino's reported results, Sino's tax accruals in all of its Impugned Documents 

that were interim and annual financial statements were materially deficient. For example, 

depending on whether the PRC tax authorities would assess interest at the rate of 18.75% per 

annum, or would assess no interest, on the unpaid income taxes of Sino's BVI subsidiaries, and 

depending also on whether one assumes that Sino's Ais have paid no income taxes or have paid 

50% of the income taxes due to the PRC, then Sino's tax accruals in its 2007, 2008, 2009 and 

2010 Audited Annual Financial Statements were understated by, respectively, US$10 million to 

US$150 million, US$50 million to US$260 million, US$81 million to US$371 million, and 

US$83 million to US$493 million. Importantly, were one to consider the impact of unpaid taxes 

other than unpaid income taxes (for example, unpaid value-added taxes), then the amounts by 
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which Sino's tax accruals were understated in these financial statements would be substantially 

larger. 

167. The aforementioned estimates of the amounts by which Sino's tax accruals were 

understated also assume that the PRC tax authorities only impose interest charges on Sino's BVI 

Subsidiaries and impose no other penalties for unpaid taxes, and assume further that the PRC 

authorities seek back taxes only for the preceding five years. As indicated above, each of these 

assumptions is likely to be unduly optimistic. In any case, Sino's inadequate tax accruals 

violated GAAP, and constituted misrepresentations. 

168. Sino also violated GAAP in its 2009 Audited Annual Financial Statements by failing to 

apply to its 2009 financial results the PRC tax guidance that was issued in February 2010. 

Although that guidance was issued after year-end 2009, GAAP required that Sino apply that 

guidance to its 2009 financial results, because that guidance was issued in the subsequent events 

period. 

169. Based upon Sino's reported profit margins on its dealings with Als, which margins are 

extraordinary both in relation to the profit margins of Sino's peers, and in relation to the limited 

risks that Sino purports to assume in its transactions with its Als, Sino's Als are not satisfying 

their tax obligations, a fact that was either known to the Defendants or ought to have been 

known. If Sino's extraordinary profit margins are real, then Sino and its Als must be dividing 

the gains from non-payment of taxes to the PRC. 

170. During the Class Period, Sino never disclosed the true nature of the tax-related risks to 

which it was exposed. This omission, in violation of GAAP, rendered each of the following 

statements a misrepresentation: 
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In the 2006 Annual Financial Statements, note 11 [b] "Provision for tax related 

liabilities" and associated text; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the AIF dated March 30, 2007, the section "Estimation of the Company's 

provision for income and related taxes," and associated text; 

(d) In the Q1 and Q2 2007 Financial Statements, note 5 "Provision for Tax Related 

Liabilities," and associated text; 

(e) In the Q3 2007 Financial Statements, note 6 "Provision for Tax Related 

Liabilities," and associated text; 

(f) In the 2007 Annual Financial Statements, note 13 [b] "Provision for tax related 

liabilities," and associated text; 

(g) In the 2007 Annual MD&A and Amended 2007 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(h) In the AIF dated March 28, 2008, the section "Estimation of the Corporation's 

provision for income and related taxes," and associated text; 

(i) In the Q1, Q2 and Q3 2008 Financial Statements, note 12 "Provision for Tax 

Related Liabilities," and associated text; 

G) In the Q1, Q2 and Q3 2008 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(k) In the July 2008 Offering Memorandum, the subsection "Taxation" in the section 

"Management's Discussion and Analysis of Financial Condition and Results of 

Operations," and associated text; 
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(1) In the 2008 Annual Financial Statements, note 13 [d] "Provision for tax related 

liabilities," and associated text; 

(m) In the 2008 Annual MD&A and Amended 2008 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(n) In the AIF dated March 31, 2009, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

(o) In the Q1, Q2 and Q3 2009 Financial Statements, note 13 "Provision for Tax 

Related Liabilities," and associated text; 

(p) In the Ql, Q2 and Q3 2009 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(q) In the 2009 Annual Financial Statements, note 15 [d] "Provision for tax related 

liabilities," and associated text; 

(r) In the 2009 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(s) In the AIF dated March 31, 2010, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

(t) In the Q1 and Q2 2010 Financial Statements, note 14 "Provision for Tax Related 

Liabilities," and associated text; 

(u) In the Q1 and Q2 2010 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

156 
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(v) 
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In the Q3 2010 Financial Statements, note 14 "Provision and Contingencies for 

Tax Related Liabilities," and associated text; and 

(w) In the Q3 2010 MD&As, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; 

(x) In the October 2010 Offering Memorandum, the subsection "Taxation" in the 

section "Selected Financial Information," and associated text; 

(y) In the 2010 Annual Financial Statements, note 18 "Provision and Contingencies 

for Tax Related Liabilities," and associated text; 

(z) In the 2010 Annual MD&A, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; and 

(aa) In the AIF dated March 31, 2011, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text. 

171. In every Impugned Document that is a financial statement, the line item "Accounts 

payable and accrued liabilities" and associated figures on the Consolidated Balance Sheets fails 

to properly account for Sino's tax accruals and is a misrepresentation, and a violation ofGAAP. 

172. During the Class Period, Sino also failed to disclose in any of the Impugned Documents 

that were AIFs, MD&As, financial statements, Prospectuses or Offering Memoranda, the risks 

relating to the repatriation of its earnings from the PRC. In 2010, Sino added two new sections 

to its AIF regarding the risk that it would not be able to repatriate earnings from its BVI 

subsidiaries (which deal with the Ais). The amount of retained earnings that may not be able to 

be repatriated is stated therein to be US$1.4 billion. Notwithstanding this disclosure, Sino did not 
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disclose in these Impugned Documents that it would be unable to repatriate any earnings absent 

proof of payment of PRC taxes, which it has admitted that it lacks. 

(iii) Sino Misrepresents its Accounting Treatment of its Als 

173. In addition, there are material discrepancies in Sino's descriptions of its accounting 

treatment of its Ais. Beginning in the 2003 AIF, Sino described its Als as follows: 

Because of the provisions in the Operational Procedures that specify when we and 
the authorized intermediary assume the risks and obligations relating to the raw 
timber or wood chips, as the case may be, we treat these transactions for 
accounting purposes as providing that we take title to the raw timber when it is 
delivered to the authorized intermediary. Title then passes to the authorized 
intermediary once the timber is processed into wood chips. Accordingly, we treat 
the authorized intermediaries for accounting purposes as being both our 
suppliers and customers in these transactions. 

[Emphasis added.] 

174. Sino's disclosures were consistent in that regard up to and including Sino's first AIF 

issued in the Class Period (the 2006 AIF), which states: 

Because of the provisions in the Operational Procedures that specify when we and 
the AI assume the risks and obligations relating to the raw timber or wood chips, 
as the case may be, we treat these transactions for accounting purposes as 
providing that we take title to the raw timber when it is delivered to the AI. Title 
then passes to the AI once the timber is processed into wood chips. Accordingly, 
we treat the AI for accounting purposes as being both our supplier and 
customer in these transactions. 

[Emphasis added.] 

175. In subsequent AIFs, Sino ceased without explanation to disclose whether it treated Ais 

for accounting purposes as being both the supplier and the customer. 

176. Following the issuance of Muddy Waters' report on the last day of the Class Period, 

however, Sino declared publicly that Muddy Waters was "wrong" in its assertion that, for 

accounting purposes, Sino treated its Ais as being both supplier and customer in transactions. 

This claim by Sino implies either that Sino misrepresented its accounting treatment of Ais in its 
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2006 AIF (and in its AIFs for prior years), or that Sino changed its accounting treatment of its 

Als after the issuance of its 2006 AIF. If the latter is true, then Sino was obliged by GAAP to 

disclose its change in its accounting treatment of its Als. It failed to do so. 

F. Misrepresentations relating to Sino's Cash Flow Statements 

177. Given the nature of Sino's operations, that of a frequent trader of standing timber, Sino 

improperly accounted for its purchases of timber assets as "Investments" in its Consolidated 

Statements Of Cash Flow. In fact, such purchases are "Inventory" within the meaning of GAAP, 

given the nature of Sino's business. 

178. Additionally, Sino violated the GAAP 'matching' principle in treating timber asset 

purchases as "Investments" and the sale of timber assets as "Inventory": cash flow that came into 

the company was treated as cash flow from operations, but cash flow that was spent by Sino was 

treated as cash flow for investments. As a result, "Additions to timber holding" was improperly 

treated as a "Cash Flows Used In Investing Activities" instead of "Cash Flows From Operating 

Activities" and the item "Depletion of timber holdings included in cost of sales" should not be 

included in "Cash Flows From Operating Activities," because it is not a cash item. 

179. The effect of these misstatements is that Sino's Cash Flows From Operating Activities 

were materially overstated throughout the Class Period, which created the impression that Sino 

was a far more successful cash generator than it was. Such mismatching and misclassification is 

a violation of GAAP. 

180. Cash Flows From Operating Activities are one ofthe crucial metrics used by the financial 

analysts who followed Sino's performance. These misstatements were designed to, and did, 

have the effect of causing such analysts to materially overstate the value of Sino. This material 
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overstatement was incorporated into vanous research reports made available to the Class 

Members, the market and the public at large. 

181. Matching is a foundational requirement of GAAP reporting. E& Y and BDO were aware, 

at all material times, that Sino was required to adhere to the matching principle. If E& Y and 

BDO had conducted GAAS-complaint audits, they would have been aware that Sino's reporting 

was not GAAP compliant with regard to the matching principle. Accordingly, if they had 

conducted GAAS-compliant audits, the statements by E&Y and BDO that Sino's reporting was 

GAAP-compliant were not only false, but were made, at a minimum, recklessly. 

182. Further, at all material times, E& Y and BDO were aware that misstatements in Cash 

Flows From Operating Activities would materially impact the market's valuation of Sino. 

183. Accordingly, in every Impugned Document that is a financial statement, the Consolidated 

Statements Of Cash Flow are a misrepresentation and, particularly, the Cash Flows From 

Operating Activities item and associated figures is materially overstated, the "additions to timber 

holdings" item and figures is required to be listed as Cash Flows From Operating Activities, and 

the "depletion of timber holdings included in cost of sales" item and figures should not have 

been included. 

160 



\ 61 

G. 
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Misrepresentations relating to Certain Risks to which Sino was exposed 

(i) Sino is conducting "business activities" in China 

184. At material times, PRC law required foreign entities engaging in "business activities" in 

the PRC to register to obtain and maintain a license. Violation of this requirement could have 

resulted in both administrative sanctions and criminal punishment, including banning the 

unlicensed business activities, confiscating illegal income and properties used exclusively 

therefor, and/or an administrative fines of no more than RMB 500,000. Possible criminal 

punishment included a criminal fine from 1 to 5 times the amount of the profits gained. 

185. Consequently, were Sino's BVI subsidiaries to have been engaged in unlicensed in 

"business activities" in the PRC during the Class Period, they would have been exposed to risks 

that were highly material to Sino. 

186. Under PRC law, the term "business activities" generally encompasses any for-profit 

activities, and Sino's BVI subsidiaries were in fact engaged in unlicensed "business activities" in 

the PRC during the Class Period. However, Sino did not disclose this fact in any of the 

Impugned Documents, including in its AIFs for 2008-2010, which purported to make full 

disclosure of the material risks to which Sino was then exposed. 

(ii) Sino fails to disclose that no proceeds were paid to it by its Als 

187. In the Second Report, Sino belatedly revealed that: 

In practice, proceeds from the Entrusted Sale Agreements are not paid to SF but 
are held by the Ais as instructed by SF and subsequently used to pay for further 
purchases of standing timber by the same or other BVIs. The Ais will continue to 
hold these proceeds until the Company instructs the Ais to use these proceeds to 
pay for new BVI standing timber purchases. No proceeds are directly paid to the 
Company, either onshore or offshore. 

[Emphasis added] 
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188. This material fact was never disclosed in any of the Impugned Documents during the 

Class Period. On the contrary, Sino made the following statements during the Class Period in 

relation to the proceeds paid to it by its Ais, each of which was materially misleading and 

therefore a misrepresentation: 

(a) In the 2005 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other PRC liabilities" [emphasis added]; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the 2006 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other liabilities denominated in Renminbi" [emphasis added]; 

(d) In the 2007 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi;" 

(e) In the 2008 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; 

(f) In the 2009 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; and 
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(g) In the 2010 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]. 

R Misrepresentations relating to Sino's GAAP Compliance and the Auditors' GAAS 
Compliance 

(i) Sino, Chan and Horsley misrepresent that Sino complied with GAAP 

189. In each of its Class Period financial statements, Sino represented that its financial 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

190. In particular, Sino misrepresented m those financial statements that it was GAAP-

compliant as follows: 

(a) In the annual statements filed on March 19, 2007, at Note 1: "These consolidated 

financial statements Sino-Forest Corporation (the "Company") have been 

prepared in United States dollars in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual financial statements filed on March 18, 2008, at Note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 

(c) In the annual financial statements filed on March 16, 2009, at note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 
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(d) In the annual financial statements filed on March 16, 2010, at note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; and 

(e) In the annual financial statements filed on March 15, 2011, at note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles". 

191. In each of its Class Period MD&As, Sino represented that its reporting was GAAP-

compliant, which was a misrepresentation for the reasons set out elsewhere herein. 

192. In particular, Sino misrepresented in those MD&As that it was GAAP-compliant as 

follows: 

(a) In the annual MD&A filed on March 19, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(b) In the quarterly MD&A filed on May 14, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(c) In the quarterly MD&A filed on August 13, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(d) In the quarterly MD&A filed on November 12, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 
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(e) In the annual MD&A filed on March 18, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(f) In the amended annual MD&A filed on March 28, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(g) In the quarterly MD&A filed on May 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(h) In the quarterly MD&A filed on August 12, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(i) In the quarterly MD&A filed on November 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

G) In the annual MD&A filed on March 16, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(k) In the amended annual MD&A filed on March 17, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(1) In the quarterly MD&A filed on May 11, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(m) In the quarterly MD&A filed on August 10, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 
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(n) In the quarterly MD&A filed on November 12, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(o) In the annual MD&A files on March 16, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(p) In the quarterly MD&A filed on May 12, 201 0: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(q) In the quarterly MD&A filed on August 10, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(r) In the quarterly MD&A filed on November 10, 20 I 0: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; and 

(s) In the annual MD&A filed on March 15, 2011: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")." 

193. In the Offerings, Sino represented that its reporting was GAAP-compliant, which was a 

misrepresentation for the reasons set out elsewhere herein. 

194. In particular, Sino misrepresented in the Offerings that it was GAAP-compliant as 

follows: 

(a) In the July 2008 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 
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financial statements in accordance with auditing standards generally accepted in 

Canada" and "Each of the foregoing reports or financial statements will be 

prepared in accordance with Canadian generally accepted accounting principles 

other than for reports prepared for financial periods commencing on or after 

January I, 2011 [ ... ]"; 

(b) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada," "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP," "Our audited and consolidated 

financial statements for the years ended December 31, 2006, 2007 and 2008 and 

our unaudited interim consolidated financial statements for the three-month 

periods ended March 31, 2008 and 2009 have been prepared in accordance with 

Canadian GAAP"; 

(c) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada" and "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP"; and 

(d) In the October 2010 Offering Memorandum: "We prepare our financial 

statements on a consolidated basis in accordance with accounting principles 

generally accepted in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct 

their audit of our financial statements in accordance with auditing standards 

generally accepted in Canada," "The audited and unaudited consolidated financial 

statements were prepared in accordance with Canadian GAAP," "Our audited and 

consolidated financial statements for the years ended December 31, 2007, 2008 

and 2009 and our unaudited interim consolidated financial statements for the six-
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month periods ended June 30, 2009 and 2010 have been prepared in accordance 

with Canadian GAAP." 

195. In the Class Period Management's Reports, Chan and Horsley represented that Sino's 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

196. In particular, Chan and Horsley misrepresented in those Management's Reports that 

Sino's financial statements were GAAP-compliant as follows: 

(a) In the annual statements filed on March 19, 2007 Chan and Horlsey stated: "The 

consolidated financial statements contained in this Annual Report have been 

prepared by management in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual financial statements filed on March 18, 2008 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(c) In the annual financial statements filed on March 16, 2009 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(d) In the annual financial statements filed on March 16, 2010 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; and 

(e) In the annual financial statements filed on March 15, 2011 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 
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have been prepared by management m accordance with Canadian generally 

accepted accounting principles." 

(ii) E& Y and BDO misrepresent that Sino complied with GAAP and that they complied 
with GAAS 

197. In each of Sino's Class Period annual financial statements, E&Y or BDO, as the case 

may be, represented that Sino's reporting was GAAP-compliant, which was a misrepresentation 

for the reasons set out elsewhere herein. In addition, in each such annual financial statement, 

E& Y and BDO, as the case may be, represented that they had conducted their audit in 

compliance with GAAS, which was a misrepresentation because they did not in fact conduct 

their audits in accordance with GAAS. 

198. In particular, E&Y and BDO misrepresented that Sino's financial statements were 

GAAP-compliant and that they had conducted their audits in compliance with GAAS as follows: 

(a) In Sino's annual financial statements filed on March 19, 2007, BDO stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2006 and 2005 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the June 2007 Prospectus, BDO stated: "We have complied with Canadian 

generally accepted standards for an auditor's involvement with offering 

documents"; 

(c) In Sino's annual financial statements filed on March 18, 2008, E&Y stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 
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December 31, 2007 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting principles. 

The financial statements as at December 31, 2006 and for the year then ended 

were audited by other auditors who expressed an opinion without reservation on 

those statements in their report dated March 19, 2007''; 

(d) In the July 2008 Offering Memorandum, BDO stated: "We conducted our audit in 

accordance with Canadian generally accepted auditing standards" and "In our 

opinion, these consolidated financial statements present fairly, in all material 

respects, the financial position of the Company as at December 31, 2006 and 2005 

and the results of its operations and its cash flows for the years then ended in 

accordance with Canadian generally accepted accounting principles" and E& Y 

stated "We conducted our audit in accordance with Canadian generally accepted 

auditing standards" and "In our opinion, these consolidated financial statements 

present fairly, in all material respects, the financial position of the Company as at 

December 31, 2007 and the results of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting 

principles"; 

(e) In Sino's annual financial statements filed on March 16, 2009, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2008 and 2007 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(f) In Sino's annual financial statements filed on March 16, 2010, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2009 and 2008 and the results of its operations and its cash flows 
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for the years then ended m accordance with Canadian generally accepted 

accounting principles"; and 

(g) In Sino's annual financial statements filed on March 15, 2011, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards." and "In our opinion, the consolidated financial statements present 

fairly, in all material respects, the financial position of Sino-Forest corporation as 

at December 31, 2010 and 2009 and the results of its operations and cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles." 

(iii) The Market Relied on Sino's Purported GAAP-compliance and E& Y's and BDO 's 
purported GAAS-compliance in Sino's Financial Reporting 

199. As a public company, Sino communicated the results it claimed to have achieved to the 

Class Members via quarterly and annual financial results, among other disclosure documents. 

Sino's auditors, E&Y and BDO, as the case may be, were instrumental in the communication of 

Sino's financial information to the Class Members. The auditors certified that the financial 

statements were compliant with GAAP and that they had performed their audits in compliance 

with GAAS. Neither was true. 

200. The Class Members invested in Sino's securities on the critical premise that Sino's 

financial statements were in fact GAAP-compliant, and that Sino's auditors had in fact 

conducted their audits in compliance with GAAS. Sino's reported financial results were also 

followed by analysts at numerous financial institutions. These analysts promptly reported to the 

market at large when Sino made earnings announcements, and incorporated into their Sino-

related analyses and reports Sino's purportedly GAAP-compliant financial results. These 

analyses and reports, in tum, significantly affected the market price for Sino's securities. 
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201. The market, including the Class Members, would not have relied on Sino's financial 

reporting had the auditors disclosed that Sino's financial statements were not reliable or that they 

had not followed the processes that would have amply revealed that those statements were 

reliable. 

VII. CHAN'S AND HORSLEY'S FALSE CERTIFICATIONS 

202. Pursuant to National Instrument 52-109, the defendants Chan, as CEO, and Horsley, as 

CFO, were required at the material times to certify Sino's annual and quarterly MD&As and 

Financial Statements as well as the AIFs (and all documents incorporated into the AIFs). Such 

certifications included statements that the filings "do not contain any untrue statement of a 

material fact or omit to state a material fact required to be stated or that is necessary to make a 

statement not misleading in light of the circumstances under which it was made" and that the 

reports "fairly present in all material respects the financial condition, results of operations and 

cash flows of the issuer." 

203. As particularized elsewhere herein, however, the Impugned Documents contained the 

Representation, which was false, as well as the other misrepresentations alleged above. 

Accordingly, the certifications given by Chan and Horsley were false and were themselves 

misrepresentations. Chan and Horsley made such false certifications knowingly or, at a 

minimum, recklessly. 

VIII. THE TRUTH IS REVEALED 

204. On June 2, 2011, Muddy Waters issued its initial report on Sino, and stated in part 

therein: 
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Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds. It has 
always been a fraud - reporting excellent results from one of its early joint 
ventures- even though, because of TRE's default on its investment obligations, 
the N never went into operation. TRE just lied. 

The foundation of TRE' s fraud is a convoluted structure whereby it claims to run 
most of its revenues through "authorized intermediaries" ("AI"). Ais are 
supposedly timber trader customers who purportedly pay much of TRE's value 
added and income taxes. At the same time, these Als allow TRE a gross margin of 
55% on standing timber merely for TRE having speculated on trees. 

The sole purpose of this structure is to fabricate sales transactions while having an 
excuse for not having the VAT invoices that are the mainstay of China audit 
work. If TRE really were processing over one billion dollars in sales through Ais, 
TRE and the Ais would be in serious legal trouble. No legitimate public company 
would take such risks- particularly because this structure has zero upside. 

[ ... ] 

On the other side of the books, TRE massively exaggerates its assets. TRE 
significantly falsifies its investments in plantation fiber (trees). It purports to have 
purchased $2.891 billion in standing timber under master agreements since 2006 
[ ... ] 

[ ... ] 

Valuation 

Because TRE has $2.1 billion in debt outstanding, which we believe exceeds the 
potential recovery, we value its equity at less than $1.00 per share. 

205. Muddy Waters' report also disclosed that (a) Sino's business is a fraudulent scheme; (b) 

Sino systemically overstated the value of its assets; (c) Sino failed to disclose various related 

party transactions; (d) Sino misstated that it had enforced high standards of governance; (e) Sino 

misstated that its reliance on the Ais had decreased; (f) Sino misrepresented the tax risk 

associated with the use of Ais; and (g) Sino failed to disclose the risks relating to repatriation of 

earnings from PRC. 

206. After Muddy Waters' initial report became public, Sino shares fell to $14.46, at which 

point trading was halted (a decline of 20.6% from the pre-disclosure close of $18.21). When 
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trading was allowed to resume the next day, Sino's shares fell to a close of $5.23 (a decline of 

71.3% from June 1). 

207. On November 13, 2011 Sino released the Second Report in redacted form. Therein, the 

Committee summarized its findings: 

B. Overview of Principal Findings 

The following sets out a very high level overview of the IC's principal findings 
and should be read in conjunction with the balance of this report. 

Timber Ownership 

[ ... ] 

The Company does not obtain registered title to BVI purchased plantations. In 
the case of the BVIs' plantations, the IC has visited forestry bureaus, Suppliers 
and Als to seek independent evidence to establish a chain of title or payment 
transactions to verify such acquisitions. The purchase contracts, set-off 
arrangement documentation and forestry bureau confirmations constitute the 
documentary evidence as to the Company's contractual or other rights. The IC 
has been advised that the Company's rights to such plantations could be open to 
challenge. However, Management has advised that, to date, it is unaware of any 
such challenges that have not been resolved with the Suppliers in a manner 
satisfactory to the Company. 

Forestry Bureau Confirmations and Plantation Rights Certificates 

Registered title, through Plantation Rights Certificates is not available in the 
jurisdictions (i.e. cities and counties) examined by the IC Advisors for standing 
timber that is held without land use/lease rights. Therefore the Company was not 
able to obtain Plantation Rights Certificates for its B VIs standing timber assets 
in those areas. In these circumstances, the Company sought confirmations from 
the relevant local forestry bureau acknowledging its rights to the standing timber. 

The IC Advisors reviewed forestry bureau confirmations for virtually all BVIs 
assets and non-Mandra WFOE purchased plantations held as at December 31, 
2010. The IC Advisors, in meetings organized by Management, met with a 
sample of forestry bureaus with a view to obtaining verification of the Company's 
rights to standing timber in those jurisdictions. The result of such meetings to date 
have concluded with the forestry bureaus or related entities having issued new 
confirmations as to the Company's contractual rights to the Company in respect 
of 111,177 Ha. as of December 31, 2010 and 133,040 Ha. as of March 31, 2011, 
and have acknowledged the issuance of existing confirmations issued to the 
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Company as to certain rights, among other things, in respect of 113,058 Ha. as of 
December 31,2010. 

Forestry bureau confirmations are not officially recognized documents and are 
not issued pursuant to a legislative mandate or, to the knowledge of the IC, a 
published policy. It appears they were issued at the request of the Company or 
its Suppliers. The confirmations are not title documents, in the Western sense of 
that term, although the IC believes they should be viewed as comfort indicating 
the relevant forestry bureau does not dispute SF's claims to the standing timber to 
which they relate and might provide comfort in case of disputes. The purchase 
contracts are the primary evidence of the Company's interest in timber assets. 

In the meetings with forestry bureaus, the IC Advisors did not obtain significant 
insight into the internal authorization or diligence processes undertaken by the 
forestry bureaus in issuing confirmations and, as reflected elsewhere in this 
report, the IC did not have visibility into or complete comfort regarding the 
methods by which those confirmations were obtained. It should be noted that 
several Suppliers observed that SF was more demanding than other buyers in 
requiring forestry bureau confirmations. 

Book Value of Timber 

Based on its review to date, the IC is satisfied that the book value of the BVIs 
timber assets of $2.476 billion reflected on its 2010 Financial Statements and of 
SP WFOE standing timber assets of $298.6 million reflected in its 2010 Financial 
Statements reflects the purchase prices for such assets as set out in the BVIs and 
WFOE standing timber purchase contracts reviewed by the IC Advisors. Further, 
the purchase prices for such BVIs timber assets have been reconciled to the 
Company's financial statements based on set-off documentation relating to such 
contracts that were reviewed by the IC. However, these comments are also 
subject to the conclusions set out above under "Timber Ownership" on title and 
other rights to plantation assets. 

The IC Advisors reviewed documentation acknowledging the execution of the 
set-off arrangements between Suppliers, the Company and Als for the 2006-2010 
period. However, the IC Advisors were unable to review any documentation of 
Ais or Suppliers which independently verified movements of cash in connection 
with such set-off arrangements between Suppliers, the Company and the Ais 
used to settle purchase prices paid to Suppliers by Ais on behalf of SF. We note 
also that the independent valuation referred to in Part VIII below has not yet been 
completed. 

Revenue Reconciliation 

As reported in its First Interim Report, the IC has reconciled reported 2010 total 
revenue to the sales prices in BVIs timber sales contracts, together with macro 
customer level data from other businesses. However, the IC was unable to review 
any documentation of Ais or Suppliers which independently verified movements 
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of cash in connection with set-off arrangements used to seUle purchase prices 
paid, or sale proceeds received by, or on behalf of SF. 

Relationships 

• Yuda Wood: The IC is satisfied that Mr. Huang Ran is not currently an 
employee of the Company and that Yuda Wood is not a subsidiary of the 
Company. However, there is evidence suggesting close cooperation (including 
administrative assistance, possible payment of capital at the time of 
establishment, joint control of certain of Yuda Wood's RMB bank accounts and 
the numerous emails indicating coordination of funding and other business 
activities). Management has explained these arrangements were mechanisms that 
allowed the Company to monitor its interest in the timber transactions. Further, 
Huang Ran (a Yuda Wood employee) has an ownership and/or directorship in 
a number of Suppliers (See Section VI.B). The IC Advisors have been introduced 
to persons identified as influential backers of Yuda Wood but were unable to 
determine the relationships, if any, of such persons with Yuda Wood, the 
Company or other Suppliers or Als. Management explanations of a number of 
Yuda Wood-related emails and answers to E&Y's questions are being reviewed 
by the IC and may not be capable of independent verification. 

• Other: The IC's review has identified other situations which require further 
review. These situations suggest that the Company may have close relationships 
with certain Suppliers, and certain Suppliers and Als may have cross
ownership and other relationships with each other. The IC notes that in the 
interviews conducted by the IC with selected Als and Suppliers, all such parties 
represented that they were independent of SF. Management has very recently 
provided information and analysis intended to explain these situations. The IC is 
reviewing this material from Management and intends to report its findings in this 
regard in its final report to the Board. Some of such information and explanations 
may not be capable of independent verification. 

• Accounting Considerations: To the extent that any of SF's purchase and sale 
transactions are with related parties for accounting purposes, the value of these 
transactions as recorded on the books and records of the Company may be 
impacted. 

[ ... ] 

BVI Structure 

The BVI structure used by SF to purchase and sell standing timber assets could be 
challenged by the relevant Chinese authorities as the undertaking of "business 
activities" within China by foreign companies, which may only be undertaken by 
entities established within China with the requisite approvals. However, there is 
no clear definition of what constitutes "business activities" under Chinese law and 
there are different views among the IC's Chinese counsel and the Company's 
Chinese counsel as to whether the purchase and sale of timber in China as 
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undertaken by the BVIs could be considered to constitute "business activities" 
within China. In the event that the relevant Chinese authorities consider the BVIs 
to be undertaking "business activities" within China, they may be required to 
cease such activities and could be subject to other regulatory action. As 
regularization of foreign businesses in China is an ongoing process, the 
government has in the past tended to allow foreign companies time to restructure 
their operations in accordance with regulatory requirements (the cost of which is 
uncertain), rather than enforcing the laws strictly and imposing penalties without 
notice. See Section II.B.2 

C. Challenges 

Throughout its process, the IC has encountered numerous challenges in its 
attempts to implement a robust independent process which would yield reliable 
results. Among those challenges are the following: 

(a) Chinese Legal Regime for Forestry: 

• national laws and policies appear not yet to be implemented at all local levels; 

• in practice, none of the local jurisdictions tested in which BVIs hold standing 
timber appears to have instituted a government registry and documentation system 
for the ownership of standing timber as distinct from a government registry 
system for the ownership of plantation land use rights; 

• the registration of plantation land use rights, the issue of Plantation Rights 
Certificates and the establishment of registries, is incomplete in some jurisdictions 
based on the information available to the IC; 

• as a result, title to standing timber, when not held in conjunction with a land 
use right, cannot be definitively proven by reference to a government 
maintained register; and 

• Sino-Forest has requested confirmations from forestry bureaus of its acquisition 
of timber holdings (excluding land leases) as additional evidence of ownership. 
Certain forestry bureaus and Suppliers have indicated the confirmation was 
beyond the typical diligence practice in China for acquisition of timber holdings. 

(b) Obtaining Information from Third Parties: For a variety of reasons, all of them 
outside the control of the IC, it is very difficult to obtain information from third 
parties in China. These reasons include the following: 

• many of the third parties from whom the IC wanted information (e.g., Als, 
Suppliers and forestry bureaus) are not compellable by the Company or 
Canadian legal processes; 

• third parties appeared to have concerns relating to disclosure of information 
regarding their operations that could become public or fall into the hands of 
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Chinese government authorities: many third parties explained their reluctance to 
provide requested documentation and information as being "for tax reasons" 
but declined to elaborate; and 

• awareness of MW allegations, investigations and information gathering by the 
OSC and other parties, and court proceedings; while not often explicitly 
articulated, third parties had an awareness of the controversy surrounding SF and 
a reluctance to be associated with any of these allegations or drawn into any of 
these processes. 

[ ... ] 

(e) Corporate Governance/Operational Weaknesses: Management has asserted 
that business in China is based upon relationships. The IC and the IC Advisors 
have observed this through their efforts to obtain meetings with forestry bureaus, 
Suppliers and Als and their other experience in China. The importance of 
relationships appears to have resulted in dependence on a relatively small group 
of Management who are integral to maintaining customer relationships, 
negotiating and finalizing the purchase and sale of plantation fibre contracts and 
the settlement of accounts receivable and accounts payable associated with 
plantation fibre contracts. This concentration of authority or lack of segregation of 
duties has been previously disclosed by the Company as a control weakness. As a 
result and as disclosed in the 2010 MD&A, senior Management in their ongoing 
evaluation of disclosure controls and procedures and internal controls over 
financial reporting, recognizing the disclosed weakness, determined that the 
design and controls were ineffective. The Chairman and Chief Financial Officer 
provided annual and quarterly certifications of their regulatory filings. Related to 
this weakness the following challenges presented themselves in the examination 
by the IC and the IC Advisors: 

• operational and administration systems that are generally not sophisticated 
having regard to the size and complexity of the Company's business and in 
relation to North American practices; including: 

• incomplete or inadequate record creation and retention practices; 

• contracts not maintained in a central location; 

• significant volumes of data maintained across multiple locations on 
decentralized servers; 

• data on some servers in China appearing to have been deleted on an 
irregular basis, and there is no back-up system; 

• no integrated accounting system: accounting data is not maintained on a 
single, consolidated application, which can require extensive manual 
procedures to produce reports; and 
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• a treasury function that was centralized for certain major financial 
accounts, but was not actively involved in the control or management of 
numerous local operations bank accounts; 

• no internal audit function although there is evidence the Company has 
undertaken and continues to assess its disclosure controls and procedures and 
internal controls over financial reporting using senior Management and 
independent control consultants; 

• SF employees conduct Company affairs from time to time using personal 
devices and non-corporate email addresses which have been observed to be 
shared across groups of staff and changed on a periodic and organized basis; this 
complicated and delayed the examination of email data by the IC Advisors; and 

• lack of full cooperation/openness in the ICs examination from certain members 
of Management. 

(f) Complexity, Lack of Visibility into, and Limitations of BVIs Model: The use 
of Als and Suppliers as an essential feature of the BVIs standing timber 
business model contributes to the lack of visibility into title documentation, cash 
movements and tax liability since cash settlement in respect of the BVIs 
standing timber transactions takes place outside of the Company's books. 

(g) Cooperation and openness of the Company's executives throughout the 
process: From the outset, the IC Advisors sought the full cooperation and support 
of Allen Chan and the executive management team. Initially, the executive 
management team appeared ill-prepared to address the IC's concerns in an 
organized fashion and there was perhaps a degree of culture shock as 
Management adjusted to the IC Advisors' examination. In any event, significant 
amounts of material information, particularly with respect to the relationship 
with Yuda Wood, interrelationships between Als and/or Suppliers, were not 
provided to the IC Advisors as requested. In late August 2011 on the instructions 
of the IC, interviews of Management were conducted by the IC Advisors in which 
documents evidencing these connections were put to the Management for 
explanation. As a result of these interviews (which were also attended by BJ) the 
Company placed certain members of Management on administrative leave upon 
the advice of Company counsel. At the same time the OSC made allegations in 
the CTO of Management misconduct. 

[ ... ] 

(h) Independence of the IC Process: The cooperation and collaboration of the IC 
with Management (operating under the direction of the new Chief Executive 
Officer) and with Company counsel in completing certain aspects of the IC's 
mandate has been noted by the OSC and by E&Y. Both have questioned the 
degree of independence of the IC from Management as a result of this 
interaction. The IC has explained the practical impediments to its work in the 
context of the distinct business culture (and associated issues of privacy) in the 
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forestry sector in China in which the Company operates. Cooperation of third 
parties in Hong Kong and China, including employees, depends heavily on 
relationships and trust. As noted above, the Company's placing certain members 
of Management on administrative leave, as well as the OSC's allegations in the 
CTO, further hampered the IC's ability to conduct its process. As a result, the 
work of the IC was frequently done with the assistance of, or in reliance on, the 
new Chief Executive Officer and his Management team and Company counsel. 
Given that Mr. Martin was, in effect, selected by the IC and BJ was appointed in 
late June 2011, the IC concluded that, while not ideal, this was a practical and 
appropriate way to proceed in the circumstances. As evidenced by the increased 
number of scheduled meetings with forestry bureaus, Suppliers and Ais, and, very 
recently, the delivery to the IC of information regarding Ais and Suppliers and 
relationships among the Company and such parties, it is acknowledged that Mr. 
Martin's involvement in the process has been beneficial. It is also acknowledged 
that in executing his role and assisting the IC he has had to rely on certain of the 
members of Management who had been placed on administrative leave. 

[Emphasis added] 

208. On January 31,2012, Sino released the Final Report. In material part, it read: 

This Final Report of the IC sets out the activities undertaken by the IC since mid
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
now at the point of diminishing returns because much of the information which 
it is seeking lies with non-compellable third parties, may not exist or is 
apparently not retrievable from the records of the Company. 

In December 2011, the Company defaulted under the indentures relating to its 
outstanding bonds with the result that its resources are now more focused on 
dealing with its bondholders. This process is being overseen by the Restructuring 
Committee appointed by the Board. Pursuant to the Waiver Agreement dated 
January 18, 2012 between the Company and the holders of a majority of the 
principal amount of its 2014 Notes, the Company agreed, among other things, that 
the final report of the IC to the Board would be made public by January 31, 2012. 

Given the circumstances described above, the IC understands that, with the 
delivery of this Final Report, its review and examination activities are terminated. 
the IC does not expect to undertake further work other than assisting with 
responses to regulators and the RCMP as required and engaging in such further 
specific activities as the IC may deem advisable or the Board may instruct. The 
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IC has asked the IC Advisors to remain available to assist and advise the IC upon 
its instructions. 

[ ... ] 

II. RELATIONSHIPS 

The objectives of the IC's examination of the Company's relationships with its 
Ais and Suppliers were to determine, in light of the MW allegations, if such 
relationships are arm's length and to obtain, if possible, independent verification 
of the cash flows underlying the set-off transactions described in Section II.A of 
the Second Interim Report. That the Company's relationships with its Als and 
Suppliers be arm's length is relevant to SF's ability under GAAP to: 

• book its timber assets at cost in its 2011 and prior years' financial statements, 
both audited and unaudited 

• recognize revenue from standing timber sales as currently reflected in its 2011 
and prior years' financial statements, both audited and unaudited. 

A. Yuda Wood 

Yuda Wood was founded in April 2006 and was until2010 a Supplier of SF. Its 
business with SF from 2007 to 2010 totalled approximately 152,164 Ha and RMB 
4.94 billion. Section VI.A and Schedule VI.A.2(a) of the Second Interim Report 
described the MW allegations relating to Yuda Wood, the review conducted by 
the IC and its findings to date. The IC concluded that Huang Ran is not currently 
an employee, and that Yuda Wood is not a subsidiary, of the Company. However, 
there is evidence suggesting a close cooperation between SF and Yuda Wood 
which the IC had asked Management to explain. At the time the Second Interim 
Report was issued, the IC was continuing to review Management's explanations 
of a number of Yuda Wood-related emails and certain questions arising there
from. 

Subsequent to the issuance of its Second Interim Report in mid-November, the IC, 
with the assistance of the IC Advisors, has reviewed the Management responses 
provided to date relating to Yuda Wood and has sought further explanations and 
documentary support for such explanations. This was supplementary to the 
activities of the Audit Committee of SF and its advisors who have had during this 
period primary carriage of examining Management's responses on the interactions 
of SF and Yuda Wood. While many answers and explanations have been 
obtained, the IC believes that they are not yet sufficient to allow it to fully 
understand the nature and scope of the relationship between SF and Yuda 
Wood. Accordingly, based on the information it has obtained, the IC is still 
unable to independently verify that the relationship of Yuda Wood is at arm's 
length to SF. It is to be noted that Management is of the view that Yuda Wood is 
unrelated to SF for accounting purposes. The IC remains satisfied that Yuda is 
not a subsidiary of SF. Management continues to undertake work related to Yuda 
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Wood, including seeking documentation from third parties and responding to e
mails where the responses are not yet complete or prepared. Management has 
provided certain banking records to the Audit Committee that the Audit 
Committee advises support Management's position that SF did not capitalize 
Yuda Wood (but that review is not yet completed). The IC anticipates that 
Management will continue to work with the Audit Committee, Company counsel 
and E& Y on these issues. 

B. Other Relationships 

Section VI.B.l of the Second Interim Report described certain other relationships 
which had been identified in the course of the IC's preparation for certain 
interviews with Als and Suppliers. These relationships include (i) thirteen 
Suppliers where former SF employees, consultants or secondees are or have 
been directors, officers and/or shareholders (including Yuda Wood); (ii) an AI 
with a former SF employee in a senior position; (iii) potential relationships 
between Als and Suppliers; (iv) set-off payments for BVI standing timber 
purchases being made by companies that are not Als and other setoff 
arrangements involving non-A/ entities; (v) payments by Als to potentially 
connected Suppliers; and (vi) sale of standing timber to an AI potentially 
connected to a Supplier of that timber. Unless expressly addressed herein, the 
IC has no further update of a material nature on the items raised above. 

On the instructions of the IC, the IC Advisors gave the details of these possible 
relationships to Management for further follow up and explanation. Just prior to 
the Second Interim Report, Management provided information regarding Ais and 
Suppliers relationships among the Company and such parties. 

This information was in the form of a report dated November 10, 2011, 
subsequently updated on November 21, 2011 and January 20, 2012 (the latest 
version being the "Kaitong Report") prepared by Kaitong Law Firm ("Kaitong"), 
a Chinese law firm which advises the Company. The Kaitong Report has been 
separately delivered to the Board. Kaitong has advised that much of the 
information in the Kaitong Report was provided by Management and has not 
been independently verified by such law firm or the IC. 

[ ... ) 

The Kaitong Report generally describes certain relationships amongst Als and 
Suppliers and certain relationships between their personnel and Sino-Forest, 
either identified by Management or through SAIC and other searches. The 
Kaitong Report also specifically addresses certain relationships identified in the 
Second Interim Report. The four main areas of information in the Kaitong Report 
are as follows and are discussed in more detail below: 

(i) Backers to Suppliers and Ais: The Kaitong Report explains the concept of 
"backers" to both Suppliers and Als. The Kaitong Report suggests that backers 
are individuals with considerable influence in political, social or business circles, 

182 



; 8 3 
96 

or all three. The Kaitong Report also states that such backers or their identified 
main business entities do not generally appear in SAIC filings by the Suppliers or 
Als as shareholders thereof and, in most instances, in any other capacity. 

(ii) Suppliers and Als with Former SF Personnel: The appendices to the 
Kaitong Report list certain Suppliers that have former SF personnel as 
current shareholders. 

(iii) Common Shareholders Between Suppliers and Als: The Kaitong Report 
states that there are 5 Suppliers and 3 Als with current common shareholders 
but there is no cross majority ownership positions between Suppliers and Als. 

(iv) Transactions Involving Suppliers and Als that have Shareholders in common: 
The Kaitong Report states that, where SF has had transactions with Suppliers and 
Als that have certain current shareholders in common as noted above, the subject 
timber in those transactions is not the same; that is, the timber which SF buys 
from such Suppliers and the timber which SF sells to such Als are located in 
different counties or provinces. 

The IC Advisors have reviewed the Kaitong Report on behalf of the IC. The IC 
Advisors liaised with Kaitong and met with Kaitong and current and former 
Management. A description of the Kaitong Report and the IC's findings and 
comments are summarized below. By way of summary, the Kaitong Report 
provides considerable information regarding relationships among Suppliers and 
Als, and between them and SF, but much of this information related to the 
relationship of each backer with the associated Suppliers and Als is not supported 
by any documentary or other independent evidence. As such, some of the 
information provided is unverified and, particularly as it relates to the nature of 
the relationships with the backers, is viewed by the IC to be likely unverifiable 
by it. 

1. Backers to Suppliers and Als 

[ ... ] 

Given the general lack of information on the backers or the nature and scope of 
the relationships between the Suppliers or Als and their respective backers and the 
absence of any documentary support or independent evidence of such 
relationships, the IC has been unable to reach any conclusion as to the existence, 
nature or importance of such relationships. As a result, the IC is unable to assess 
the implications, if any, of these backers with respect to SF's relationships with 
its Suppliers orAls. Based on its experience to date, including interviews with 
Suppliers and Als involving persons who have now been identified as backers 
in the Kaitong Report, the IC believes that it would be very difficult for the IC 
Advisors to arrange interviews with either the Als or Suppliers or their 
respective backers and, if arranged, that such interviews would yield very little, 
if any, verifiable information to such advisors. The IC understands Management 
is continuing to seek meetings with its Als and Suppliers with the objective of 
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obtaining information, to the extent such is available, that will provide further 
background to the relationships to the Audit Committee. 

[ ... ] 

2. Suppliers and Ais with Former SF Personnel 

The Appendices to the Kaitong Report list the Suppliers with former SF personnel 
as current shareholders. According to the information previously obtained by the 
IC Advisors, the identification of former SF personnel indicated in the Kaitong 
Report to be current shareholders of past or current Suppliers is correct. 

(a) Suppliers with former SF personnel 

The Kaitong Report, which is limited to exammmg Suppliers where ex-SF 
employees are current shareholders as shown in SAIC filings, does not provide 
material new information concerning Suppliers where former SF employees were 
identified by the IC in the Second Interim Report as having various past or present 
connections to current or former Suppliers except that the Kaitong Report 
provides an explanation of two transactions identified in the Second Interim 
Report. These involved purchases of standing timber by SF from Suppliers 
controlled by persons who were employees of SF at the time of these transactions. 
Neither of the Suppliers have been related to an identified backer in the Kaitong 
Report. The explanations are similar indicating that neither of the SF employees 
was an officer in charge of plantation purchases or one of SF's senior 
management at the time of the transactions. The employees in question were 
Shareholder # 14 in relation to a RMB 49 million purchase from Supplier # 18 in 
December 2007 (shown in SAIC filings to be 100% owned by him) and 
Shareholder #20 in relation to a RMB 3.3 million purchase from Supplier #23 
(shown in SAIC filings to be 70% owned by him) in October 2007. The Kaitong 
Report indicates Shareholder #20 is a current employee of SF who then had 
responsibilities in SF's wood board production business. 

The IC is not aware that the employees' ownership positions were brought to the 
attention of the Board at the time of the transactions or, subsequently, until the 
publication of the Second Interim Report and understands the Audit Committee 
will consider such information. 

(b) Ais with former SF personnel 

The Kaitong Report indicates that no SF employees are listed in SAIC filing 
reports as current shareholders of Ais. Except as noted herein, the IC agrees with 
this statement. The Kaitong Report does not address the apparent role of an ex
employee Officer #3 who was introduced to the IC as the person in charge of AI 
#2 by Backer #5 of AI Conglomerate # 1. Backer #5 is identified in the Kaitong 
Report as a backer of two Ais, including Al#2. (The Kaitong Report properly 
does not include AI #14. as an AI for this purpose, whose 100% shareholder is 
former SF employee Officer #3. However, the IC is satisfied that the activities of 
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this entity primarily relate to certain onshoring transactions that facilitated the 
transfer of SF BVI timber assets to SF WFOE subsidiaries.) 

There was one other instance where a past shareholding relationship has been 
identified between an AI #10 and persons who were previously or are still shown 
on the SF human resources records, Shareholder #26 and Shareholder #27. 
Management has explained that such entity sold wood board processing and other 
assets to SF and that the persons associated with that company consulted with SF 
after such sale in relation to the purchased wood board processing assets. Such 
entity subsequently also undertook material timber purchases as an AI of SF in 
2007-2008 over a time period in which such persons are shown as shareholders 
of such AI in the SAIC filing reviewed (as to 47.5% for Shareholder #26 and as 
to 52.5% for Shareholder #27). That time period also intersects the time that 
Shareholder #26 is shown in such human resources records and partially 
intersects the time that Shareholder #27 is shown on such records. 
Management has also explained that Shareholder #26 subsequent to the time of 
such AI sales became an employee of a SF wood board processing subsidiary. 
Management has provided certain documentary evidence of its explanations. 
The IC understands that the Audit Committee will consider this matter. 

3. Common Shareholders between Supplier and Als 

The Kaitong Report states that there are 5 Suppliers and 3 Als that respectively 
have certain common current shareholders but also states that there is no cross 
control by those current shareholders of such Suppliers or Als based on SAIC 
filings. The Kaitong Report correctly addresses current cross shareholdings in 
Suppliers and Als based on SAIC filings but does not address certain other 
shareholdings. With the exception of one situation of cross control in the past, the 
IC has not identified a circumstance in the SAIC filings reviewed where the same 
person controlled a Supplier at the time it controlled a different AI. The one 
exception is that from April 2002 to February 2006, AI #13 is shown in SAIC 
filings as the 90% shareholder of Supplier/A/ #14. AI #13 did business with SF 
BV/s from 2005 through 2007 and Supplier/A/ #14 supplied SF BV/s from 
2004 through 2006. However, the IC to date has only identified one contract 
involving timber bought from Supplier/A/ #14 that was subsequently sold to AI 
#13. It involved a parcel of 2,379 Ha. timber sold to AI #13 in December 2005 
that originated from a larger timber purchase contract with Supplier/A/ #14 
earlier that year. Management has provided an explanation for this 
transaction. The IC understands that the Audit Committee will consider this 
matter. 

4. Transactions involving Suppliers and Als with Current Shareholders m 
Common 

The Kaitong Report states that where SF has had transactions with 5 Suppliers 
and 3 Als that have current shareholders in common (but no one controlling 
shareholder) as shown in SAIC filings, the subject timber in the transactions they 
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each undertook with SF is not the same; that is, the timber which SF buys from 
the Suppliers and the timber which SF sells to the Ais where the Supplier and AI 
have a current common shareholder were located in different areas and do not 
involve the same plots of timber. The Kaitong Report further states that where 
SF has had transactions with 5 Suppliers and 3 Ais with current shareholders in 
common as shown in SAIC filings, SF had transactions with those Ais prior to 
having transactions with those Suppliers, thus SF was not overstating its 
transactions by buying and selling to the same counterparties. 

[ ... ] 

The Kaitong Report does not specifically address historical situations involving 
common shareholders and potential other interconnections between Ais and 
Suppliers that may appear as a result of the identification of backers. There is 
generally no ownership connection shown in SAIC filings between backers and 
the Suppliers and Ais associated with such backers in the Kaitong Report. 

[ ... ] 

VI. OUTSTANDING MATTERS 

As noted in Section I above, the IC understands that with the delivery of this 
report, its examination and review activities are terminated. The IC would expect 
its next steps may include only: 

(a) assisting in responses to regulators and RCMP as required; and 

(b) such other specific activities as it may deem advisable or the Board may 
instruct. 

[Emphasis added] 

IX. SINO REWARDS ITS EXPERTS 

209. Bowland, Hyde and West are former E&Y partners and employees. They served on 

Sino's Audit Committee but purported to exercise oversight of their former E&Y colleagues. In 

addition, Sino's Vice-President, Finance (Corporate), Thomas M. Maradin, is a former E&Y 

employee. 
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210. The charter of Sino's Audit Committee required that Ardell, Bowland, Hyde and West 

"review and take action to eliminate all factors that might impair, or be perceived to impair, the 

independence of the Auditor." Sino's practice of appointing E&Y personnel to its board- and 

paying them handsomely (for example, Hyde was paid $163,623 by Sino in 2010, $115,962 in 

2009, $57,000 in 2008 and $55,875 in 2007, plus options and other compensation)- undermined 

the Audit Committee's oversight ofE&Y. 

211. E& Y' s independence was impaired by the significant non-audit fees it was paid during 

2008-2010, which total $712,000 in 2008, $1,225,000 in 2009 and $992,000 in 2010. 

212. Further, Andrew Fyfe, the former Asia-Pacific President for Poyry Forestry Industry Ltd, 

was appointed Chief Operating Officer of Greenheart, and is the director of several Sino 

subsidiaries. Fyfe signed the Poyry valuation report dated June 30, 2004, March 22, 2005, March 

23,2006, March 14,2008 and Aprill, 2009. 

213. George Ho, Sino's Vice President, Finance (China), is a former Senior Manager of the 

BDO. 

X. THE DEFENDANTS' RELATIONSHIP TO THE CLASS 

214. By virtue of their purported accounting, financial and/or managerial acumen and 

qualifications, and by virtue of their having assumed, voluntarily and for profit, the role of 

gatekeepers, the Defendants had a duty at common law, informed by the Securities Legislation 

and/or the CECA, to exercise care and diligence to ensure that the Impugned Documents fairly 

and accurately disclosed Sino's financial condition and performance in accordance with GAAP. 

215. Sino is a reporting issuer and had an obligation to make timely, full, true and accurate 

disclosure of material facts and changes with respect to its business and affairs. 
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216. The Individual Defendants, by virtue of their positions as senior officers and/or directors 

of Sino, owed a dutyto the Class Members to ensure that public statements on behalf of Sino 

were not untrue, inaccurate or misleading. The continuous disclosure requirements in Canadian 

securities law mandated that Sino provide the Impugned Documents, including quarterly and 

annual financial statements. These documents were meant to be read by Class Members who 

acquired Sino's Securities in the secondary market and to be relied on by them in making 

investment decisions. This public disclosure was prepared to attract investment, and Sino and the 

Individual Defendants intended that Class Members would rely on public disclosure for that 

purpose. With respect to Prospectuses and Offering Memoranda, these documents were prepared 

for primary market purchasers. They include detailed content as mandated under Canadian 

securities legislation, national instruments and OSC rules. They were meant to be read by the 

Class Members who acquired Sino's Securities in the primary market, and to be relied on by 

them in making decisions about whether to purchase the shares or notes under the Offerings to 

which these Prospectuses and Offering Memoranda related. 

217. Chan and Horsley had statutory obligations under Canadian securities law to ensure the 

accuracy of disclosure documents and provided certifications in respect of the annual reports, 

financial statements and Prospectuses during the Class Period. The other Individual Defendants 

were directors of Sino during the Class Period and each had a statutory obligation as a director 

under the CBCA to manage or supervise the management of the business and affairs of Sino. 

These Individual Defendants also owed a statutory duty of care to shareholders under section 122 

of the CBCA. In addition, Poon, along with Chan, co-founded Sino and has been its president 

since 1994. He is intimately aware of Sino's operations and as a long-standing senior officer, he 
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had an obligation to ensure proper disclosure. Poon authorized, permitted or acquiesced in the 

release of the Impugned Documents. 

218. BDO and E&Y acted as Sino's auditors and provided audit reports in Sino's annual 

financial statements that were directed to shareholders. These audit reports specified that BDO 

and E& Y had conducted an audit in accordance with GAAS, which was untrue, and included 

their opinions that the financial statements presented fairly, in all material respects, the financial 

position of Sino, the results of operations and Sino's cash flows, in accordance with GAAP. 

BDO and E& Y knew and intended that Class Members would rely on the audit reports and 

assurances about the material accuracy of the financial statements. 

219. Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD each 

signed one or more of the Prospectuses and certified that, to the best of its knowledge, 

information and belief, the particular prospectus, together with the documents incorporated 

therein by reference, constituted full, true and plain disclosure of all material facts relating to the 

securities offered thereby. These defendants knew that the Class Members who acquired Sino's 

Securities in the primary market would rely on these assurances and the trustworthiness that 

would be credited to the Prospectuses because of their involvement. Further, those Class 

Members that purchased shares under these Prospectuses purchased their shares from these 

defendants as principals. 

220. Credit Suisse USA, TD and Bane of America acted as initial purchasers or dealer 

managers for one or more of the note Offerings. These defendants knew that persons purchasing 

these notes would rely on the trustworthiness that would be credited to the Offering Memoranda 

because of their involvement. 
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XI. THE PLAINTIFFS' CAUSES OF ACTION 

A. Negligent Misrepresentation 

221. As against all Defendants except Poyry and the Underwriters, and on behalf of all Class 

Members who acquired Sino's Securities in the secondary market, the Plaintiffs plead negligent 

misrepresentation for all of the Impugned Documents except the Offering Memoranda. 

222. Labourers and Wong, on behalf of Class Members who purchased Sino Securities in one 

of the distributions to which a Prospectus related, plead negligent misrepresentation as against 

Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Dundee, Merrill, 

Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD for the Prospectuses. 

223. Grant, on behalf of Class Members who purchased Sino Securities in one of the 

distributions to which an Offering Memorandum related, pleads negligent misrepresentation as 

against Sino, BDO and E& Y for the Offering Memoranda. 

224. In support of these claims, the sole misrepresentation that the Plaintiffs plead is the 

Representation. The Representation is contained in the language relating to GAAP 

particularized above, and was untrue for the reasons particularized elsewhere herein. 

225. The Impugned Documents were prepared for the purpose of attracting investment and 

inducing members of the investing public to purchase Sino securities. The Defendants knew and 

intended at all material times that those documents had been prepared for that purpose, and that 

the Class Members would rely reasonably and to their detriment upon such documents in making 

the decision to purchase Sino securities. 

226. The Defendants further knew and intended that the information contained in the 

Impugned Documents would be incorporated into the price of Sino's publicly traded securities 
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such that the trading price of those securities would at all times reflect the information contained 

in the Impugned Documents. 

227. As set out elsewhere herein, the Defendants, other than Poyry, Credit Suisse USA and 

Bane of America, had a duty at common law to exercise care and diligence to ensure that the 

Impugned Documents fairly and accurately disclosed Sino's financial condition and performance 

in accordance with GAAP. 

228. These Defendants breached that duty by making the Representation as particularized 

above. 

229. The Plaintiffs and the other Class Members directly or indirectly relied upon the 

Representation in making a decision to purchase the securities of Sino, and suffered damages 

when the falsity of the Representation was revealed on June 2, 2011. 

230. Alternatively, the Plaintiffs and the other Class Members relied upon the Representation 

by the act of purchasing Sino securities in an efficient market that promptly incorporated into the 

price of those securities all publicly available material information regarding the securities of 

Sino. As a result, the repeated publication of the Representation in these Impugned Documents 

caused the price of Sino's shares to trade at inflated prices during the Class Period, thus directly 

resulting in damage to the Plaintiffs and Class Members. 

B. Statutory Claims, Negligence, Oppression, Unjust Enrichment and Conspiracy 

(i) Statutory Liability- Secondary Market under the Securities Legislation 

231. The Plaintiffs plead the claim found in Part XXIII.1 of the OSA, and, if required, the 

equivalent sections of the Securities Legislation other than the OSA, against all Defendants 

except the Underwriters. 
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232. Each of the Impugned Documents except for the December 2009 and October 2010 

Offering Memoranda is a "Core Document" within the meaning of the Securities Legislation. 

233. Each of these Impugned Documents contained one or more misrepresentations as 

particularized above. Such misrepresentations and the Representation are misrepresentations for 

the purposes of the Securities Legislation. 

234. Each of the Individual Defendants was an officer and/or director of Sino at material 

times. Each of the Individual Defendants authorized, permitted or acquiesced in the release of 

some or all of these Impugned Documents. 

235. Sino is a reporting issuer within the meaning of the Securities Legislation. 

236. E&Y is an expert within the meaning of the Securities Legislation. E&Y consented to 

the use of its statements particularized above in these Impugned Documents. 

237. BDO is an expert within the meaning of the Securities Legislation. BDO consented to 

the use of its statements particularize above in these Impugned Documents. 

238. Poyry is an expert within the meaning of the Securities Legislation. Poyry consented to 

the use of its statements particularized above in these Impugned Documents. 

239. At all material times, each of Sino, Chan, Poon and Horsley, BDO and E&Y knew or, in 

the alternative, was wilfully blind to the fact, that the Impugned Documents contained the 

Representation and that the Representation was false, and that the Impugned Documents 

contained other of the misrepresentations that are alleged above to have been contained therein. 

(ii) Statutory Liability- Primary Market for Sino's Shares under the Securities 
Legislation 

240. As against Sino, Chan, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, E&Y, 

Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, and on behalf 
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of those Class Members who purchased Sino shares in one of the distributions to which the June 

2009 or December 2009 Prospectuses related, Labourers and Wong assert the cause of action set 

forth in s. 130 of the OSA and, if necessary, the equivalent provisions of the Securities 

Legislation other than the OSA. 

241. Sino issued the June 2009 and December 2009 Prospectuses, which contained the 

Representation and the other misrepresentations that are alleged above to have been contained in 

those Prospectuses or in the Sino disclosure documents incorporated therein by reference. 

(iii) Statutory Liability- Primary Market for Sino's Notes under the Securities 
Legislation 

242. As against Sino, and on behalf of those Class Members who purchased or otherwise 

acquired Sino's notes in one of the offerings to which the July 2008, June 2009, December 2009, 

and October 201 0 Offering Memoranda related, Grant asserts the cause of action set forth in s. 

130.1 of the OSA and, if necessary, the equivalent provisions of the Securities Legislation other 

than the OSA. 

243. Sino issued the July 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, which contained the Representation and the other misrepresentations that are 

alleged above to have been contained in those Offering Memoranda or in the Sino disclosure 

documents incorporated therein by reference. 

(iv) Negligence Simpliciter- Primary Market for Sino's Securities 

244. Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Poyry and 

the Underwriters (collectively, the "Primary Market Defendants") acted negligently in 

connection with one or more of the Offerings. 

245. As against Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, 

Poyry, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, and on 
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behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which those Prospectuses related, Labourers and Wong assert negligence simpliciter. 

246. As against Sino, BDO, E&Y, Poyry, Credit Suisse USA, Bane of America and TD, and 

on behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which the Offering Memoranda related, Grant asserts negligence simpliciter. 

24 7. The Primary Market Defendants owed a duty of care to ensure that the Prospectuses 

and/or the Offering Memoranda they issued, or authorized to be issued, or in respect of which 

they acted as an underwriter, initial purchaser or dealer manager, made full, true and plain 

disclosure of all material facts relating to the Securities offered thereby, or to ensure that their 

opinions or reports contained in such Prospectuses and Offering Memoranda did not contain a 

misrepresentation. 

248. At all times material to the matters complained of herein, the Primary Market Defendants 

ought to have known that such Prospectuses or Offering Memoranda and the documents 

incorporated therein by reference were materially misleading in that they contained the 

Representation and the other misrepresentations particularized above. 

249. Chan, Poon, Horsley, Wang, Martin, Mak, Murray and Hyde were senior officers and/or 

directors at the time the Offerings to which the Prospectuses related. These Prospectuses were 

created for the purposes of obtaining financing for Sino's operations. Chan, Horsley, Martin and 

Hyde signed each of the Prospectuses and certified that they made full, true and plain disclosure 

of all material facts relating to the shares offered. Wang, Mak and Murray were directors during 

one or more of these Offerings and each had a statutory obligation to manage or supervise the 

management of the business and affairs of Sino. Poon was a director for the June 2007 share 

Offering and was president of Sino at the time of the June 2009 and December 2009 Offering. 
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Poon, along with Chan, co-founded Sino and has been the president since 1994. He is intimately 

aware of Sino's business and affairs. 

250. The Underwriters acted as underwriters, initial purchasers or dealer managers for the 

Offerings to which the Prospectuses and Offering Memoranda related. They had an obligation to 

conduct due diligence in respect of those Offerings and ensure that those Securities were offering 

at a price that reflected their true value or that such distributions did not proceed if inappropriate. 

In addition, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD 

signed one or more of the Prospectuses and certified that to the best of their knowledge, 

information and belief, the Prospectuses constituted full, true and plain disclosure of all material 

facts relating to the shares offered. 

251. E&Y and BDO acted as Sino's auditors and had a duty to maintain or to ensure that Sino 

maintained appropriate internal controls to ensure that Sino's disclosure documents adequately 

and fairly presented the business and affairs of Sino on a timely basis. 

252. Poyry had a duty to ensure that its opinions and reports reflected the true nature and value 

of Sino's assets. Poyry, at the time it produced each of the 2008 Valuations, 2009 Valuations, 

and 2010 Valuations, specifically consented to the inclusion of those valuations or a summary at 

any time that Sino or its subsidiaries filed any documents on SEDAR or issued any documents 

pursuant to which any securities of Sino or any subsidiary were offered for sale. 

253. The Primary Market Defendants have violated their duties to those Class Members who 

purchased Sino's Securities in the distributions to which a Prospectus or an Offering 

Memorandum related. 
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254. The reasonable standard of care expected in the circumstances required the Primary 

Market Defendants to prevent the distributions to which the Prospectuses or the Offering 

Memoranda related from occurring prior to the correction of the Representation and the other 

misrepresentations alleged above to have been contained in the Prospectuses or the Offering 

Memoranda, or in the documents incorporated therein by reference. Those Defendants failed to 

meet the standard of care required by causing the Offerings to occur before the correction of such 

misrepresentations. 

255. In addition, by failing to attend and participate in Sino board and board committee 

meetings to a reasonable degree, Murray and Poon effectively abdicated their duties to the Class 

Members and as directors of Sino. 

256. Sino, E&Y, BDO and the Individual Defendants further breached their duty of care as 

they failed to maintain or to ensure that Sino maintained appropriate internal controls to ensure 

that Sino's disclosure documents adequately and fairly presented the business and affairs of Sino 

on a timely basis. 

257. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Prospectuses related, then securities regulators 

likely would not have issued a receipt for any of the Prospectuses, and those distributions would 

not have occurred, or would have occurred at prices that reflected the true value of Sino's shares. 

258. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Offering Memoranda related, then those 

distributions would not have occurred, or would have occurred at prices that reflected the true 

value of Sino's notes. 

196 
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259. The Primary Market Defendants' negligence in relation to the Prospectuses and the 

Offering Memoranda resulted in damage to Labourers, Grant and Wong, and to the other Class 

Members who purchased Sino's Securities in the related distributions. Had those Defendants 

satisfied their duty of care to such Class Members, then those Class Members would not have 

purchased the Securities that they acquired under the Prospectuses or the Offering Memoranda, 

or they would have purchased them at a much lower price that reflected their true value. 

(v) Unjust Enrichment of Chan, Martin, Poon, Horsley, Mak and Murray 

260. As a result of the Representation and the other misrepresentations particularized above, 

Sino's shares traded, and were sold by Chan, Martin, Poon, Horsley, Mak and Murray, at 

artificially inflated prices during the Class Period. 

261. Chan, Martin, Poon, Horsley, Mak and Murray were enriched by their wrongful acts and 

omissions during the Class Period, and the Class Members who purchased Sino shares from such 

Defendants suffered a corresponding deprivation. 

262. There was no juristic reason for the resulting enrichment of Chan, Martin, Poon, Horsley, 

Mak and Murray. 

263. The Class Members who purchased Sino shares from Chan, Martin, Poon, Horsley, Mak 

and Murray during the Class Period are entitled to the difference between the price they paid to 

such Defendants for such shares, and the price that they would have paid had the Defendants not 

made the Representation and the other misrepresentations particularized above, and had not 

committed the wrongful acts and omissions particularized above. 
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(vi) Unjust Enrichment of Sino 

264. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

various documents, particularized above, that contained the Representation and the 

misrepresentations particularized above. 

265. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the others misrepresentations particularized above. 

266. Sino was enriched by, and those Class Members who purchased the Securities via the 

Offerings were deprived of, an amount equivalent to the difference between the amount for 

which the Securities offered were actually sold, and the amount for which such securities would 

have been sold had the Offerings not included the Representation and the misrepresentations 

particularized above. 

267. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of Sino. 

(vi) Unjust Enrichment of the Underwriters 

268. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

the Prospectuses and the Offering Memoranda, which contained the Representation and the other 

misrepresentations particularized above. Each of the Underwriters underwrote one or more of 

the Offerings. 

269. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the other misrepresentations particularized above. The 

Underwriters earned fees from the Class, whether directly or indirectly, for work that they never 

198 
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performed, or that they performed with gross negligence, in connection with the Offerings, or 

some of them. 

270. The Underwriters were enriched by, and those Class Members who purchased securities 

via the Offerings were deprived of, an amount equivalent to the fees the Underwriters earned in 

connection with the Offerings. 

271. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of the Underwriters. 

272. In addition, some or all of the Underwriters also acted as brokers in secondary market 

transactions relating to Sino securities, and earned trading commissions from the Class Members 

in those secondary market transactions in Sino's Securities. Those Underwriters were enriched 

by, and those Class Members who purchased Sino securities through those Underwriters in their 

capacity as brokers were deprived of, an amount equivalent to the commissions the Underwriters 

earned on such secondary market trades. 

273. Had those Underwriters who also acted as brokers m secondary market transactions 

exercised reasonable diligence in connection with the Offerings in which they acted as 

Underwriters, then Sino's securities likely would not have traded at all in the secondary market, 

and the Underwriters would not have been paid the aforesaid trading commissions by the Class 

Members. There was no juristic reason for that enrichment of those Underwriters through their 

receipt of trading commissions from the Class Members. 

(vii) Oppression 

274. The Plaintiffs and the other Class Members had a reasonable and legitimate expectation 

that Sino and the Individual Defendants would use their powers to direct the company for Sino's 
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best interests and, in tum, in the interests of its security holders. More specifically, the Plaintiffs 

and the other Class Members had a reasonable expectation that: 

(a) Sino and the Individual Defendants would comply with GAAP, and/or cause Sino 

to comply with GAAP; 

(b) Sino and the Individual Defendants would take reasonable steps to ensure that the 

Class Members were made aware on a timely basis of material developments in 

Sino's business and affairs; 

(c) Sino and the Individual Defendants would implement adequate corporate 

governance procedures and internal controls to ensure that Sino disclosed material 

facts and material changes in the company's business and affairs on a timely 

basis; 

(d) Sino and the Individual Defendants would not make the misrepresentations 

particularized above; 

(e) Sino stock options would not be backdated or otherwise mispriced; and 

(f) the Individual Defendants would adhere to the Code. 

275. Such reasonable expectations were not met as: 

(a) Sino did not comply with GAAP; 

(b) the Class Members were not made aware on a timely basis of material 

developments in Sino's business and affairs; 

(c) Sino's corporate governance procedures and internal controls were inadequate; 

(d) the misrepresentations particularized above were made; 

(e) stock options were backdated and/ or otherwise mispriced; and 

(f) the Individual Defendants did not adhere to the Code. 
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276. Sino's and the Individual Defendants' conduct was oppressive and unfairly prejudicial to 

the Plaintiffs and the other Class Members and unfairly disregarded their interests. These 

defendants were charged with the operation of Sino for the benefit of all of its shareholders. 

The value of the shareholders' investments was based on, among other things: 

(a) the profitability of Sino; 

(b) the integrity of Sino's management and its ability to run the company in the 

interests of all shareholders; 

(c) Sino's compliance with its disclosure obligations; 

(d) Sino's ongoing representation that its corporate governance procedures met with 

reasonable standards, and that the business of the company was subjected to 

reasonable scrutiny; and 

(e) Sino's ongoing representation that its affairs and financial reporting were being 

conducted in accordance with GAAP. 

277. This oppressive conduct impaired the ability of the Plaintiffs and other Class Members to 

make informed investment decisions about Sino's securities. But for that conduct, the Plaintiffs 

and the other Class Members would not have suffered the damages alleged herein. 

(viii) Conspiracy 

278. Sino, Chan, Poon and Horsley conspired with each other and with persons unknown 

(collectively, the "Conspirators") to inflate the price of Sino's securities. During the Class 

Period, the Conspirators unlawfully, maliciously and lacking bona fides, agreed together to, 

among other things, make the Representation and other misrepresentations particularized above, 

and to profit from such misrepresentations by, among other things, issuing stock options in 

respect of which the strike price was impermissibly low. 
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279. The Conspirators' predominant purposes in so conspiring were to: 

(a) inflate the price of Sino's securities, or alternatively, maintain an artificially high 

trading price for Sino's securities; 

(b) artificially increase the value of the securities they held; and 

(c) inflate the portion of their compensation that was dependent in whole or in part 

upon the performance of Sino and its securities. 

280. In furtherance of the conspiracy, the following are some, but not all, of the acts carried 

out or caused to be carried out by the Conspirators: 

(a) they agreed to, and did, make the Representation, which they knew was false; 

(b) they agreed to, and did, make the other misrepresentations particularized above, 

which they knew were false; 

(c) they caused Sino to issue the Impugned Documents which they knew to be 

materially misleading; 

(d) as alleged more particularly below, they caused to be issued stock options in 

respect of which the strike price was impermissibly low; and 

(e) they authorized the sale of securities pursuant to Prospectuses and Offering 

Memoranda that they knew to be materially false and misleading. 

281. Stock options are a form of compensation used by companies to incentivize the 

performance of directors, officers and employees. Options are granted on a certain date (the 

'grant date') at a certain price (the 'exercise' or 'strike' price). At some point in the future, 

typically following a vesting period, an options-holder may, by paying the strike price, exercise 

the option and convert the option into a share in the company. The option-holder will make 

money as long as the option's strike price is lower than the market price of the security at the 

202 
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moment that the option is exercised. This enhances the incentive of the option recipient to work 

to raise the stock price of the company. 

282. There are three types of option grants: 

(a) 'in-the-money' grants are options granted where the strike price is lower than the 

market price of the security on the date of the grant; such options are not 

permissible under the TSX Rules and have been prohibited by the TSX Rules at 

all material times; 

(b) 'at-the-money' grants are options granted where the strike price is equal to the 

market price of the security on the date of the grant or the closing price the day 

prior to the grant; and 

(c) 'out-of-the-money' grants are options granted where the strike price is higher than 

the market price of the security on the date of the grant. 

283. Both at-the-money and out-of-the-money options are permissible under the TSX Rules 

and have been at all material times. 

284. The purpose of both at-the-money and out-of-the-money options is to create incentives 

for option recipients to work to raise the share price of the company. Such options have limited 

value at the time of the grant, because they entitle the recipient to acquire the company's shares 

at or above the price at which the recipient could acquire the company's shares in the open 

market. Options that are in-the-money, however, have substantial value at the time of the grant 

irrespective of whether the company's stock price rises subsequent to the grant date. 

285. At all material times, the Sino Option Plan (the "Plan") prohibited in-the-money options. 

286. The Conspirators backdated and/or otherwise mispriced Sino stock options, or caused the 

backdating and/or mispricing of Sino stock options, in violation of, inter alia: (a) the OSA and the 

rules and regulations promulgated thereunder; (b) the Plan; (c) GAAP; (d) the Code; (e) the TSX 
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Rules; and (f) the Conspirators' statutory, common law and contractual fiduciary duties and 

duties of care to Sino and its shareholders, including the Class Members. 

287. The Sino stock options that were backdated or otherwise mispriced included those issued 

on June 26, 1996 to Chan, January 21, 2005 to Horsley, September 14, 2005 to Horsley, June 4, 

2007 to Horsley and Chan, August 21, 2007 to Sino insiders other than the Conspirators, 

November 23, 2007 to George Ho and other Sino insiders, and March 31, 2009 to Sino insiders 

other than the Conspirators. 

288. The graph below shows the average stock price returns for fifteen trading days prior and 

subsequent to the dates as of which Sino priced its stock options to its insiders. As appears 

therefrom, on average the dates as of which Sino's stock options were priced were preceded by a 

substantial decline in Sino's stock price, and were followed by a dramatic increase in Sino's 

stock price. This pattern could not plausibly be the result of chance. 
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289. The conspiracy was unlawful because the Conspirators knowingly and intentionally 

committed the foregoing acts when they knew such conduct was in violation of, inter alia, the 

OSA, the Securities Legislation other than the OSA, the Code, the rules and requirements of the 

TSX (the "TSX Rules") and the CBCA. The Conspirators intended to, and did, harm the Class 

by causing artificial inflation in the price of Sino's securities. 

290. The Conspirators directed the conspiracy toward the Plaintiffs and the other Class 

Members. The Conspirators knew in the circumstances that the conspiracy would, and did, 

cause loss to the Plaintiffs and the other Class Members. The Plaintiffs and the Class Members 

suffered damages when the falsity of the Representation and other misrepresentations were 

revealed on June 2, 2011. 

XII. THE RELATIONSHIP BETWEEN SINO'S DISCLOSURES 
AND THE PRICE OF SINO'S SECURITIES 

291. The price of Sino's securities was directly affected during the Class Period by the 

issuance of the Impugned Documents. The Defendants were aware at all material times of the 

effect of Sino's disclosure documents upon the price of its Sino's securities. 

292. The Impugned Documents were filed, among other places, with SEDAR and the TSX, 

and thereby became immediately available to, and were reproduced for inspection by, the Class 

Members, other members of the investing public, financial analysts and the financial press. 

293. Sino routinely transmitted the documents referred to above to the financial press, 

financial analysts and certain prospective and actual holders of Sino securities. Sino provided 

either copies of the above referenced documents or links thereto on its website. 
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294. Sino regularly communicated with the public investors and financial analysts via 

established market communication mechanisms, including through regular disseminations of 

their disclosure documents, including press releases on newswire services in Canada, the United 

States and elsewhere. Each time Sino communicated that new material information about Sino 

financial results to the public the price of Sino securities was directly affected. 

295. Sino was the subject of analysts' reports that incorporated certain of the material 

information contained in the Impugned Documents, with the effect that any recommendations to 

purchase Sino securities in such reports during the Class Period were based, in whole or in part, 

upon that information. 

296. Sino's securities were and are traded, among other places, on the TSX, which is an 

efficient and automated market. The price at which Sino's securities traded promptly 

incorporated material information from Sino's disclosure documents about Sino's business and 

affairs, including the Representation, which was disseminated to the public through the 

documents referred to above and distributed by Sino, as well as by other means. 

XIII. VICARIOUS LIABILITY 

A. Sino and the Individual Defendants 

297. Sino is vicariously liable for the acts and omissions of the Individual Defendants 

particularized in this Claim. 

298. The acts or omissions particularized and alleged in this Claim to have been done by Sino 

were authorized, ordered and done by the Individual Defendants and other agents, employees 

and representatives of Sino, while engaged in the management, direction, control and transaction 

of the business and affairs of Sino. Such acts and omissions are, therefore, not only the acts and 

omissions of the Individual Defendants, but are also the acts and omissions of Sino. 

206 
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299. At all material times, the Individual Defendants were officers and/or directors of Sino. 

As their acts and omissions are independently tortious, they are personally liable for same to the 

Plaintiffs and the other Class Members. 

B. E&Y 

300. E&Y is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

301. The acts or omissions particularized and alleged in this Claim to have been done by E&Y 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

while engaged in the management, direction, control and transaction of the business and affairs 

of E&Y. Such acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions of E& Y. 

C. BDO 

302. BDO is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

303. The acts or omissions particularized and alleged in this Claim to have been done by BDO 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

while engaged in the management, direction, control and transaction of the business and affairs 

of BDO. Such acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions ofBDO. 

D. Poyry 

304. Poyry is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 
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305. The acts or omissions particularized and alleged in this Claim to have been done by 

Poyry were authorized, ordered and done by its officers, directors, partners, agents and 

employees, while engaged in the management, direction, control and transaction of the business 

and affairs of Poyry. Such acts and omissions are, therefore, not only the acts and omissions of 

those persons, but are also the acts and omissions ofPoyry. 

E. The Underwriters 

306. The Underwriters are vicariously liable for the acts and omissions of each of their 

respective officers, directors, partners, agents and employees as set out above. 

307. The acts or omissions particularized and alleged in this Claim to have been done by the 

Underwriters were authorized, ordered and done by each of their respective officers, directors, 

partners, agents and employees, while engaged in the management, direction, control and 

transaction of the business and affairs such Underwriters. Such acts and omissions are, 

therefore, not only the acts and omissions of those persons, but are also the acts and omissions of 

the respective Underwriters. 

XIV. REAL AND SUBSTANTIAL CONNECTION WITH ONTARIO 

308. The Plaintiffs plead that this action has a real and substantial connection with Ontario 

because, among other thing: 

(a) Sino is a reporting issuer in Ontario; 

(b) Sino's shares trade on the TSX which is located in Toronto, Ontario; 

(c) Sino's registered office and principal business office is in Mississauga, Ontario; 

(d) the Sino disclosure documents referred to herein were disseminated in and from 

Ontario; 

(e) a substantial proportion of the Class Members reside in Ontario; 

208 
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(f) Sino carries on business in Ontario; and 

(g) a substantial portion of the damages sustained by the Class were sustained by 

persons and entities domiciled in Ontario. 

XV. SERVICE OUTSIDE OF ONTARIO 

309. The Plaintiffs may serve the Notice of Action and Statement of Claim outside of Ontario 

without leave in accordance with rule 17.02 of the Rules of Civil Procedure, because this claim 

lS: 

(a) a claim in respect of personal property in Ontario (para 17.02(a)); 

(b) a claim in respect of damage sustained in Ontario (para 17.02(h)); 

(c) a claim authorized by statute to be made against a person outside of Ontario by a 

proceeding in Ontario (para 17.02(n)); and 

(d) a claim against a person outside of Ontario who is a necessary or proper party to a 

proceeding properly brought against another person served in Ontario (para 

17.02(o)); and 

(e) a claim against a person ordinarily resident or carrying on business in Ontario 

(para 17.02(p)). 

XVI. RELEVANT LEGISLATION, PLACE OF TRIAL, JURY TRIAL AND 
HEADINGS 

310. The Plaintiffs plead and rely on the CJA, the CPA, the Securities Legislation and CECA, 

all as amended. 

311. The Plaintiffs propose that this action be tried in the City of Toronto, in the Province of 

Ontario, as a proceeding under the CPA. 
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312. The Plaintiffs will serve a jury notice. 

313. The headings contained in this Statement of Claim are for convenience only. This 

Statement of Claim is intended to be read as an integrated whole, and not as a series of unrelated 

components. 
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TRE CN Equity 
Date OPEN PX_HIGH PX_LOW PX_l.AST PX_VOLUME 

7/13/2007 18.12 18.3 17.91 17.92 574535 
7/16/2007 17.9 17.9 17.57 17.6 575490 
7/17/2007 17.57 18.15 17.57 17.93 1963010 
7/18/2007 17.72 18.29 17.72 18.29 1819439 
7/19/2007 18.32 18.88 18.32 18.8 389668 
7/20/2007 18.7 19.22 18.61 18.87 1528170 
7/23/2007 19.04 19.11 18.11 18.5 577205 
7/24/2007 18.5 18.5 17.88 17.89 409523 
7/25/2007 17.91 18.74 17.2 17.3 733604 

7/26/2007 17 17.05 16.19 16.87 1071588 
7/27/2007 16.61 17.99 16.6 17.1 1035097 
7/30/2007 17.39 17.65 17.02 17.1 1836386 
7/31/2007 17.3 17.63 16.85 16.85 1440454 

8/1/2007 16.52 16.72 15.9 16.12 1143209 
8/2/2007 16.21 16.33 15.94 16.3 755852 
8/3/2007 16.36 16.48 16 16.01 353638 
8/7/2007 16.04 16.04 13.01 15.96 753435 
8/8/2007 15.96 16.48 15.36 16.45 1235834 
8/9/2007 16.11 16.18 15.37 15.6 998882 

8/10/2007 15.08 15.38 14.58 14.91 1253247 
8/13/2007 15.15 15.68 15 15.26 1239129 
8/14/2007 15.45 16.22 15.05 15.23 1175049 
8/15/2007 14.78 15.2 14.59 14.84 1165029 
8/16/2007 13.67 14.5 13.22 14.25 1499760 
8/17/2007 14.44 14.72 13.5 13.97 2087019 
8/20/2007 14 14.15 13.9 14.01 1438139 

14.01 14.08 13.87 13.99 
14.15 17.32 14.14 17.19 

8/23/2007 17.3 17.75 15.95 16.15 
8/24/2007 16.2 17.2 16.2 17.08 1032846 

17.1 17.82 16.83 17.26 
17.02 17.65 17.02 17.28 

17.79 17.13 
17.3 17.8 17.18 17.64 

8/31/2007 17.7 18.15 17.7 18 1180243 
9/4/2007 17.98 18.63 17.8 18.33 634300 
9/S/2007 18.25 19.24 18.25 18.96 

19.02 18.75 18.9 
18.65 19.04 18.62 19.02 

19 19.41 18.7 19.08 2528689 
19 19.56 18.84 19.56 

19.41 19.81 
19.85 20.28 19.56 20.28 1525080 

20.35 20.21 





2.18 
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TRE CN Equity 
Date OPEN PX_HiGH PX_LOW PX_LAST PX_VOLUME 

1/28/2008 18.39 18.39 17.4 17.83 675000 
1/29/2008 17.8 18 17.55 17.74 1073173 
1/30/2008 17.51 18.3 17.45 18.07 1768418 
1/31/2008 18.07 18.52 17.26 18.44 915198 
2/1/2008 18.5 19.82 18.5 19.35 4241986 
2/4/2008 19.4 20.93 19.01 19.92 960820 
2/5/2008 19.06 19.77 18.86 19.13 1405151 
2/6/2008 19.52 19.7 18.96 19.14 527936 
2/7/2008 18.51 19.25 18.45 19.2 619193 
2/8/2008 19.39 19.8 18.95 19.47 333339 

2/11/2008 .19.32 19.4 18.77 19.2 411435 
2/12/2008 19.35 19.59 18.54 18.76 
2/13/2008 18.7 19 18.43 19 740328 
2/14/2008 18.87 19 18.76 18.91 1106931 

19.17 18.72 19.09 463816 
2/19/2008 19.12 18.74 18.94 

18.78 19 18.39 18.5 722284 
2/21/2008 18.54 19.51 18.45 19.35 574316 
2/22./2008 19.65 19.65 18.51 18.71 1063397 
2/25/2008 18.41 19.24 18.41 19.15 429244 
2/26/2008 18.99 19.5 18.94 19.1 558207 
2/27/2008 19.1 19.25 18.85 19.25 
2/28/2008 19.3 18.93 18.98 277886 
2/29/2008 19.05 19.05 18.51 18.98 409839 

19.14 19.17 18.8 19.14 
3/4/2008 19.22 18.75 19.06 1031041 

19 19.85 18.94 19.65 
19.92 20.33 18.46 18.6 1029339 

18.38 17.4 17.94 
18 16.81 

1.7.25 18.15 11.2 
18 .. 05 17.72 
17.38 18 16.7 17.75 

18.08 17 
16.57 16.87 16.19 
16.36 16.85 15.7 16.83 

14.48 15 
15 15.08 14.01 
15 15~76 14.93 15.74 

15.51 15.82 
15.9 16.31 

15.98 15.4 15.75 
16.1 15.67 16 

16 16.75 16 16.66 



?00 
'-·· L-

TRE CN Equity 
Date OPEN PX_HIGH PX_LOW PX_LAST PX_VOtuME 

4/2/2008 17 17.25 16.85 17.23 1746596 
4/3/2008 17.15 18.2 17.09 17.74 2484136 
4/4/2008 17.7 17.75 17.43 17.62 500928 
4/7/2008 17.62 18.3 17.62 17.9 444404 
4/8/2008 17.36 18.05 17.31 17.35 1192416 
4/9/2008 17.5 17.5 16.58 16.7 5699720 

4/10/2008 16.8 16.88 16.4 16.48 353596 
4/11/2008 16.53 16.53 15.8 16.09 611191 
4/14/2008 16.41 16.45 15.77 16.02 712388 
4/15/2008 16.33 16.33 15.55 15.63 191676 
4/16/2008 15.65 15.69 15.49 15.61 409259 
4/17/2008 15.64 15.64 14.9 15.25 2107835 
4/18/2008 15.3 16.03 15.1 15.89 560357 
4/21/2008 15.86 16.39 15.21 15.21 574701 
4/22/2008 15.38 15.5 15.1 15.35 182005 
4/23/2008 15.41 15.47 15.05 15.1 366443 
4/24/2008 15 15.45 15 15.27 1105330 
4/25/2008 15.38 15.59 15.21 15.45 737885 
4/28/2008 15.45 15.64 15.45 15.59 673503 
4/29/2008 15.59 16.04 15.52 15.52 875091 
4/30/2008 15.86 15.86 15.19 15.25 1002811 

5/1/2008 15.12 15.32 15.1 15.28 
5/2/2008 15.43 16.66 15.25 16 500069 
S/S/2008 16.22 16.56 16.01 16.27 549802 
5/6/2008 16.3 17.19 16.18 17.07 631357 
5/7/2008 17.08 17.72 17.08 17.4 1059323 
5/8/2008 17.5 17.55 16.59 17.42 837990 

5/9/2008 17.6 17.6 16.6 17 
5/12/2008 17.08 17.31 16.11 16.2.4 708377 

5/13/2008 16.24 17.23 16.11 16.96 1971334 
5/14/2008 17.02 17.02 16.76 16.83 658648 

18.92 18.72 
19.04 19.71 18~5 

18.75 18.75 17.48 17.83 :5641564 
5/21/2008 17.85 18.67 17.85 18.03 358132 
5/22/2008 18.25 18.3 17.73 18.3 

18.3 18.4 17.86 18.13 566330 
S/26/2008 18.15 18.46 18.15 18.38 

19.5 18.45 1218715 
5/28/2008 19.31 20.38 18.82 19.91 
5/29/2008 19.65 20.11 19.55 20.0.1 1309322 

5/30/2008 20 21.2 20 20.8 
20.8 21.23 19.62 
20.3 20.3 19.43 

19.38 20 19.38 19.8 



TRE CN Equity 
? ? 1 
'--··· "'-· I 

Date OPEN PX_HtGH PX_LOW PX_LAST PX_VOLUME 
6/S/2008 19.71 20.05 19.71 19.97 2144479 
6/6/2008 19.95 20.05 19.8 19.9 1387894 
6/9/2008 19.9 20 18.95 19.18 1085714 

6/10/2008 19.17 19.25 18.55 18.8 491858 
6/11/2008 18.8 18.82 18.13 18.16 1959056 
6/12/2008 18 18.9 17.96 18.35 371441 
6/13/2008 18.2 18.75 18.2 18.68 334902 
6/16/2008 18.99 19.21 18.62 19 209587 
6/17/2008 19 19.27 18.9 19.04 
6/18/2008 19 19.17 18.12 19.04 275910 
6/19/2008 18.77 18.99 18.43 18.7 353865 
6/20/2008 18.7 19.1 18.33 18.33 330354 
6/23/2008 19.05 19.15 18.51 18.69 
6/24/2008 18.76 18.77 18.08 18.48 447013 
6/25/2008 19.04 18.33 

18.83 18.95 17.8 17.9 850345 
6/27/2008 17.79 18.19 17.74 17.86 

18.24 17.02 17.86 
7/2/2008 18.25 18.12 16.54 16.97 857291 
7/3/2008 16.97 17.47 15.27 16.3 780488 
7/4/2008 16.35 16.51 16 16.34 255973 
7/7/2008 16.38 16.69 15.88 16.39 639912 
7/8/2008 16.51 16.07 16.3 

16.65 16.23 16.3 1454161 
7/10/2008 16.41 16.63 16 16.34 277822 

16.21 16.5 15.85 15.89 
16.48 15.85 16.12 

16 15.23 15.41 378579 
15.5 15.5 14.9 

15.03 15.05 
15.19 14.76 14.8 2127881 

14.5 14.5 
14.66 14.38 
14.65 14.49 14.56 535756 
14.66 14.45 14.45 
14.6 14.5 

14.68 14.41 14.56 
15.17 14.51 

15.06 15.98 

16 16.08 15.84 

15.86 
15.4 15.7 15.23 15.69 

15.87 15.87 15.16 15.6 



2.22 
TRE CN Equity 
Date OPEN PX_HIGH PX_LOW PX_IAST PX_VOlUME 

8/11/2008 15.51 15.65 14.81 425702 
8/12/2008 16 17.5 16 17.5 1633520 
8/13/2008 17.65 17.8 17.11 17.7 824581 
8/14/2008 17.88 18.92 17.51 18.75 453476 
8/15/2008 18.5 18.84 18.5 18.79 363688 
8/18/2008 18.71 19.04 18.71 18.87 355280 
8/19/2008 18.86 19.05 18.4 18.5 725221 
8/20/2008 18.49 18.98 18.33 18.89 441199 
8/21/2008 18.83 19.57 18.75 19.07 769000 
8/22/2008 19 20.72 19 19.49 622020 
8/25/2008 19.49 19.62 18.84 18.95 640475 
8/26/2008 18.8 19.1 18.72 18.8 667397 
8/27/2008 18.8 19.59 18.8 19.32 286856 
8/28/2008 19.46 19.9 19.2 19.84 357205 
8/29/2008 19.94 20 19.7 20 307575 
9/2/2008 19.99 19.99 19.31 19.5 291060 
9/3/2008 19.57 19.98 19.5 19.69 865804 
9/4/2008 20.03 20.03 18.59 18.82 1488756 
9/5/2008 18.74 18.74 17.39 17.7 443712 
9/8/2008 17.86 18.22 17.22 17.31 26n07 
9/9/2008 17.02 17.25 16.25 16.6 459704 

9/10/2008 17.31 18.4 16.7 18 432872 
9/11/2008 18.29 18.29 17.21 17.95 223551 
9/12/2008 18.04 19 18.03 18.5 373189 
9/15/2008 17.5 18.58 17.5 18 401365 
9/16/2008 17.4 18 16.53 17.02 303595 
9/17/2008 17.01 17.13 15.66 15.93 
9/18/2008 15.65 16.8 14.08 16.8 
9/19/2008 17.12 17.41 16.62 17.04 
9/22/2008 17.47 17.47 16 16.26 274994 

16.05 15.5 16 
15.23 

15.96 15.52 15.69 
15.34 15.53 14.87 15 

9/29/2008 14.8 14.99 12.9 13 2637119 
9/30/2008 13.1 14.2 13.1 13.41 1546514 
10/1/2008 13.41 14 13.05 13.05 

13.04 13.04 11.58 
10/3/2008 12.27 13.19 12.27 
10/6/2008 10.8 11.23 9.34 10.6 1876050 

10.8 11.3 9.87 10.01 
10.89 

11.5 9.92 9.97 
9.22 9.69 8.61 9.1 

10/14/2008 9.76 10.08 
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TRE CN Equity 
Date OPEN PX_HIGH PX_lOW PX_I.AST PX_VOlUME 

12/17/2008 8.96 9.05 8.96 15398 
12/18/2008 9 9.44 8.86 9.44 896914 
12/19/2008 9.01 10.6 9.01 10.6 879627 
12/22/2008 10.6 10.6 9.3 9.3 419972 
12/23/2008 9.49 9.96 9.15 9.35 493490 
12/24/2008 9.1 9.39 9.05 9.05 1908180 
12/29/2008 9.72 9.74 9.46 9.64 285016 
12/30/2008 9.84 10.11 9.62 10.07 5n93o 
12/31/2008 10.25 10.25 9.61 9.87 2652040 

1/2/2009 9.86 10.2 9.77 10.12 274441 

1/5/2009 10.23 10.25 9.43 9.95 298217 

1/6/2009 10.24 10.9 10.07 10.74 315547 
1/7/2009 10.74 10.79 9.8 9.93 820661 
1/8/2009 9.91 10.3 9.75 10.25 983402 
1/9/2009 10.18 10.26 9.8 10 545252 

1/12/2009 9.99 9.99 9.05 9.3 391801 

1/13/2009 9.35 9.74 9.2 9.35 337910 

1/14/2009 9.34 9.34 8.98 8.98 175933 

1/15/2009 9 9.22 8.81 9 3969n 

1/16/2009 9.27 9.5 8.81 9.38 439716 

1/19/2009 9.55 9.57 9.03 9.08 67076 

1/20/2009 9.1 9.14 8.54 8.76 162620 

1/21/2009 8.97 9 8.59 9 298729 

1/22/2009 8.8 9.17 8.46 9 201730 

1/23/2009 8.84 8.99 8.75 8.8 172999 

1/26/2009 8.8 9.04 8.71 8.9 

1/27/2009 8.95 9.02 8.87 8.92 86810 

1/28/2009 9.24 9.24 8.88 9.01 137827 

1/29/2009 9.01 9.01 8.71 8.77 149682 

1/30/2009 9.05 9.37 9 9.2 

9 9.01 8.52 8.69 

2/3/2009 9.24 8.55 

2/4/2009 9.25 10.04 9 
9.61 9.88 9.5 9.82 186669 

11.38 11.38 

2/10/2009 10.5 11.15 10.46 10.54 388818 

2/11/2009 10.54 10.95 10.28 10.68 439787 

2/12/2009 10.67 11.02 10.35 11 
11.02 10.65 10.99 
11.08 10.37 

10.11 10.15 

2/19/2009 10.49 10.49 10 10.14 120736 

2/20/2009 9.86 10.3 9.39 10 406754 

10.15 9.21 
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TRE CN Equity 
Date OPEN PX_HIGH PX_LOW PX_LAST PX_VOLUME 

4/29/2009 10.5 11.06 10.5 10.62 
4/30/2009 10.84 11.25 10.44 10.44 523042 

5/1/2009 10.7 11.36 10.39 11.32 350647 
5/4/2009 11.5 11.72 11.22 11.49 455949 
5/5/2009 11.5 11.61 11.4 11.5 712674 
5/6/2009 11.65 12.94 11.65 12.8 1233485 
5/7/2009 12.79 13.08 11.41 12.16 1574142 
5/8/2009 12.39 12.83 12.1 12.83 666455 

5/11/2009 12.83 12.83 11.56 11.96 423588 
5/12/2009 12.19 12.22 11.6 11.95 1578440 
5/13/2009 11.85 11.88 11.25 11.63 
5/14/2009 11.51 12.55 11.51 12.27 3292739 
5/15/2009 12.49 12.59 12 12.4 273616 
5/19/2009 12.65 12.69 12.44 12.66 349882 
5/20/2009 12.68 13.1 12.67 13.01 668084 
5/21/2009 12.75 13.01 12.31 12.81 769989 
5/22/2009 11.37 11.67 11.11 11.3 3875449 
5/25/2009 11.15 11.58 11.15 11.49 1371333 
5/26/2009 11.5 12.27 11.41 11.85 1735975 
5/27/2009 11.9 12 11.65 11.65 1329021 
5/28/2009 11.56 12.06 11.56 12.06 968710 
5/29/2009 12.2 12.88 12.11 12.7 1625860 

6/1/2009 12.98 13.5 12.9 13.4 669558 

6/2/2009 13.49 13.71 13.03 13.52 1072139 

6/3/2009 13.45 13.45 12.66 13 
6/4/2009 13.3 13.6 12.85 13.6 554141 
6/5/2009 13.83 14.86 13.73 14.86 2048109 
6/8/2009 14.86 14.86 13.85 14.43 854323 
6/9/2009 14.15 14.37 13.75 13.88 .934807 

6/10/2009 13.96 14.25 13.39 13.41 
13.5 14.03 

14.14 14.14 13.71 
6/15/2009 13.8 14.01 13.4 13.72 813768 

14.2 13.89 14.11 
14.15 13.4 13.76 

13.56 13.85 13.06 13.36 733555 

6/19/2009 13.52 14.32 13.31 13.76 3401803 

6/22/2009 13.69 13.69 12.85 13.23 1198483 
6/23/2009 13.06 13.43 12.57 12.92 833157 

13 13.1 
13.28 13.24 

13.17 13.25 12.91 13.14 

6/29/2009 13.24 13.25 12.81 12.88 425505 
12.72 12.85 12.02 12.4 

12.4 11.04 12.5 



TRE CN Equity 227 
Date OPiN PX_HIGH PX_LOW PX_LAST PX_VOLUME 

7/3/2009 12.2 12.85 12.2 12.64 165307 
7/6/2009 12.26 12.43 12 12.17 850019 
7/7/2009 12.05 12.24 11.88 12.16 1308581 
7/8/2009 12.1 12.28 11.2 11.4 1838503 
7/9/2009 11.4 12.22 11.35 12.1 721728 

7/10/2009 12.21 12.5 12.1 12.3 497782 
7/13/2009 12.44 12.68 12.15 12.58 
7/14/2009 12.98 13.3 12.56 13.25 1695220 
7/15/2009 13.27 13.62 13.11 13.56 1553675 
7/16/2009 13.7 13.78 13.5 13.55 262826 
7/17/2009 13.94 13.94 13.49 13.75 956809 
7/20/2009 13.73 13.9 13.63 13.8 472127 
7/21/2009 13.85 13.9 13.38 13.74 499377 
7/22/2009 13.12 13.73 13.6 13.73 328190 
7/23/2009 13.74 13.74 13.4 13.7 
7/24/2009 13.7 13.7 13.16 13.39 508882 
7/27/2009 13.49 14.2 13.48 14.01 
7/28/2009 13.98 14 13.65 13.8 416078 
7/29/2009 13.6 13.78 13.25 13.47 405537 
7/30/2009 13.6 14.15 13.59 14.05 333277 
7/31/2009 14.05 15.08 13.93 14.7 646120 
8/4/2009 14.95 15.38 14.86 15.26 876075 

15.3 15.6 15.11 15.59 664021 
8/6/2009 15.72 16.28 15.12 16.01 1453588 
8/7/2009 15.9 16.4 15.83 16.19 

8/10/2009 16.4 16.45 15.9 15.92 371030 
15.75 16.05 15.42 
15.58 16.08 15.52 
15.86 16.08 15.17 16.05 
16.08 16.16 15.67 16.16 

15.83 15.06 15.37 
15.4 15.5 15.2 15.4 

15.25 14.93 
15.15 15.15 14.61 14.8 

15.4 14.86 15.25 
15.27 15.43 14.97 

15.39 14.92 15.24 
15.4 15.4 14.82 

14.65 15.21 398629 
15.3 14.65 14.7 

14.7 14.77 
14.14 13.48 

14 13.38 
13.94 14.31 13.77 14.15 
14.14 14.45 13.85 14.45 



228 

TRE CN Equity 
Date OPEN PX_HIGH PX_LOW PX_LAST PX_VOLUME 

9/8/2009 15 15.9 14.96 15.55 1360078 
9/9/2009 15.55 16.24 15.5 16.17 1035582 

9/10/2009 16.1 17.18 16 17.16 977699 
9/11/2009 17.16 17.47 17.13 17.38 785678 
9/14/2009 17.29 17.38 17.14 17.31 479432 
9/15/2009 17.31 17.5 17.12 17.42 648864 
9/16/2009 17.4 17.76 17.2 17.35 867581 
9/17/2009 17.2 17.35 17.00 17.35 507498 
9/18/2009 17.39 18.25 17.35 18.21 828053 
9/21/2009 17.83 18.05 17.83 17.9 737289 
9/22/2009 18.05 18.53 17.87 18.41 471091 
9/23/2009 18.35 18.97 18.35 18.45 720921 
9/24/2009 18.4 18.46 16.77 16.86 598147 
9/25/2009 17 17 15.8 16 1471990 

16.45 17.09 16.01 16.7 607986 
9/29/2009 16.71 17.18 16.55 16.85 
9/30/2009 17.24 17.25 16.35 16.91 742189 
10/l/2009 17.17 17.2 15.81 15.95 883094 
10/2/2009 15.5 16.58 15.44 16.49 1118186 
10/5/2009 16.59 16.6 16.15 16.45 339023 
10/6/2009 16.65 16.85 16.28 16.35 574360 

10/7/2009 16.5 17.16 16.37 16.95 322052 
10/8/2009 17.05 17.09 16.37 16.59 574605 

10/9/2009 16.64 16.97 16.55 16.8 289976 
10/13/2009 16.9 16.91 16.61 16.84 

16.95 17.17 16.91 16.92 448771 

10/15/2009 16.96 17.39 16.61 16.64 324337 
10/16/2009 16.66 17.03 16.66 16.9 

16.9 16.98 16.6 16.65 
16.85 16.89 16.51 16.65 
16.75 17.63 16.63 17.08 

10/22/2009 17.22 17.22 16.5 16.6 
10/23/2009 16.6 16.87 16.27 16.34 

16.75 16.45 16.6 
16.11 

16 16 15.01 
10/29/2009 15.3 15.96 15.23 15.65 408565 
10/30/2009 15.55 15.61 14.5 15.23 864355 

15.25 16.68 15.25 16.4 
15.87 16.18 15.78 

16 17.62 15.99 17.52 

11/5/2009 17.5 17.75 17.25 17.64 
11/6/2009 17.6 17.65 17.24 17.62 

18.61 18.39 



2.29 

TRE CN Equity 
Date OPEN PX,_H.GH PX_LOW PX_LAST PX_VOLUME 

11/11/2009 17.8 18 17.13 17.55 38689:2 
11/12/2009 17.99 18.48 17.58 17.71 819673 
11/13/2009 17.83 18.12 17.73 18.08 418364 
11/16/2009 18.35 18.44 17.92 18.37 878639 
11/17/2009 18.25 19.7 18.07 19.56 1126524 
11/18/2009 19.7 19.7 18.61 18.68 1088005 
11/19/2009 18.53 18.87 18.33 18.78 621451 
11/20/2009 18.55 18.81 18.55 18.64 350315 
11/23/2009 18.85 18.99 18.55 18.95 326681 
11/24/2009 19.01 19.19 18.47 18.6 397379 
11/25/2009 18.8 18.9 18.55 18.69 677061 
11/26/2009 18.5 18.69 18.48 18.6 75734 
11/27/2009 18.1 18.6 18.01 18.55 329552 
11/30/2009 18.41 18.7 18.2 18.47 663625 

12/1/2009 18.86 20.03 18.84 19.84 1372027 
19.34 19.34 18.53 1413176 

12/3/2009 18.97 18.98 18.56 18.85 692411 
12/4/2009 18.95 19.09 18.38 18.71 1078758 
12/7/2009 18.7 18.78 18.39 18.42 523522 
12/8/2009 18.27 18.27 17.9 18.04 515959 
12/9/2009 18.05 18.05 17.44 17.7 1003551 

12/10/2009 17.7 17.7 16.14 16.8 5174018 
16.8 17.7 16.8 17.54 8019701 

17.51 17.77 17.32 17.65 1913019 
17.7 17.7 17.5 17.58 918405 
17.6 17.75 17.41 17.53 

17.39 17.52 17.21 17.52 2388635 
12/18/2009 17.5 17.5 17.18 17.32 1598424 

17.4 18.04 17.37 
18.05 18.89 18,75 
18.89 19.47 18.88 193 

19.29 
19.79 19.45 19.65 747352 

19.5 19.52 19.07 341785 
19.34 19.57 19.08 19.38 186937 
19.58 19.74 19.51 19.6.5 1050719 
19.65 20.38 19.65 20.24 

21.04 20.31 20.55 
20.65 20.97 19.69 20.03 

20.53 19.68 20.23 
20.4 20.4 

20.4 
21.2 20.52 20.86 
20.9 20.9 20.11 20.3 

20.11 20.21 19.4 19.83 
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TRE CN Equity 
Date OPEN PX_HIGH PX_lOW PX_LAST PX_VOlUME 

1/18/2010 19.85 20.3 19.74 20 
l/19/2010 20.14 20.14 19.51 19.57 
1/20/2010 19.3 19.69 18.62 19.61 2115321 
1/21/2010 19.34 20.2 19.11 19.17 1444248 
1/22/2010 19.19 19.54 18.71 19.15 1497112 
1/25/2010 19.12 19.25 18.51 18.85 1243644 
1/26/2010 18.61 18.83 18.51 18.7 1395589 
1/27/2010 18.52 18.52 17.51 18.15 1517941 
l/28/2010 18.48 18.69 18.31 18.43 1070741 
1/29/2010 18.61 18.9 18.21 18.57 1234716 
2/1/2010 18.74 19.31 18.43 19.2 1613000 
2/2/2010 19.49 20.1 19.4 19.99 800742 
2/3/2010 19.75 20.22 19.41 19.58 913464 
2/4/2010 19.5 19.5 18.59 18.65 891971 
2/5/2010 18.75 18.9 18.19 18.39 946108 
2/8/2010 18.42 18.78 18.32 18.4 913997 
2/9/2010 18.7 19.25 18.42 19.18 800992 

2/10/2010 19.1 19.56 19.04 19.29 .799170 
2/11/2010 19.26 19.67 19.15 19.65 
2/12/2010 19.46 19.49 19.16 19.39 487303 
2/16/2010 19.45 19.7 19.39 19.54 543794 
2/17/2010 19.75 20.2 19.71 19.75 902003 
2/18/2010 19.84 20.47 19.81 20.27 770680 
2/19/2010 20.27 20.27 19.86 19.97 679995 
2/22/2010 20 20.18 19.71 19.89 231845 
2/23/2010 19.75 19.82 19.51 19.52 368751 
2/24/2010 19.61 19.83 19.56 19.75 543856 
2/25/2010 19.75 19.84 19.51 19.82 469083 

19.82 20.47 19.76 20.47 
3/1/2010 20.5 21.04 20.5 20.6 
3/2/2010 20.6 20.75 20.4 20.5 609493 

20.69 21.1 20.59 21.05 
21.32 21.5 

21.4 21.74 21.4 
21.6 21.64 21.37 21.53 

3/9/2010 21.5 21.5 20.63 20.66 542386 
20.94 21.04 20.57 20.8 
20.7 20.74 20.35 

20.55 21.44 20.55 
21.56 21.58 21.17 

3/16/2010 21.19 21.24 20.6 20.68 1097256 
3/17/2010 20.7 20.7 20.03 20.14 1726217 

19.95 20.18 19.38 
20.02 20.02 19.71 2357271 

20.54 
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TRE CN Equity 
Date OPEN PX_HIGH PX_lOW PX_I.AST PX_VOUJME 

3/23/2010 20.62 21.04 20.56 20.68 1573567 
3/24/2010 20.68 20.73 19.91 19.91 14.16254 
3/25/2010 20.2 20.37 19.59 19.63 3176898 
3/26/2010 19.7 19.9 19.27 19.3 1975747 
3/29/2010 19.4 19.45 18.89 19.05 4372490 
3/30/2010 19 19.63 .18.93 19.56 1724882 
3/31/2010 19.55 20.03 19.51 19.9 1885218 
4/1/2010 20.18 20.35 19.77 20.16 1628100 
4/5/2010 20.23 20.55 20.09 20.2 559062 
4/6/2010 20.09 20.43 20.04 20.13 760063 
4/7/2010 20.13 20.13 19.65 19.84 801822 
4/8/2010 19.7 20.23 19.7 20.05 708247 

20.2 20.28 19.9 20.26 
20.27 20.93 20.25 20.75 1543520 
20.75 20.77 20.5 20.59 916617 

4/14/2010 20.98 20.56 20.57 
20.75 20.92 20.4 20.4 958062 

20.4 20.4 19.35 19.8 1367773 
4/19/2010 19.75 19.82 19.28 19.75 2729015 
4/20/2010 19.84 19.84 19.41 19.54 1470477 
4/21/2010 19.51 19.7 19.5 19.7 1138551 
4/22/2010 19.7 19.94 19.57 19.8 

19.65 19.81 19.39 19.49 1314124 
19.55 19.64 19.28 19.4 816560 

19.4 19.4 18.55 18.62 2073469 
18.66 18.75 18.31 18.4 
18.41 18.5 17.71 

17.9 18.22 17.51 18.06 
18.06 18.67 ltt06 

18.1 17.67 17.85 
17.31 

18.17 18.34 16.52 
17.9 16.84 

17.7 17.97 17.51 17.81 
17.77 17.78 17.22 17.4 
17.83 18.45 17.67 18.22 
18.43 18.68 17.68 

17.73 16.89 17.64 
17.83 17.96 
17.86 18.23 17.46 17.63 

17.74 
16.68 Hi21 

16.01 
15.27 17.09 15.25 16.99 

17.68 16.76 



2.32 
TRE CN Equity 
Date OPEN PX_HIGH PX_LOW PX_LAST PX_VOLUME 

5/27/2010 17.38 18.04 17.37 17.66 895821 
5/28/2010 17.7 18.19 17.64 18.04 2241584 
5/31/2010 18.25 18.28 18.03 18.19 193589 
6/1/2010 18.15 18.15 16.86 16.95 1722527 
6/2/2010 17.01 17.14 16.2 16.67 1201251 
6/3/2010 16.75 16.98 16.02 16.37 1185270 
6/4/2010 16.3 16.9 16.3 16.34 980707 
6/7/2010 16.42 16.69 15.96 15.99 1190677 
6/8/2010 16.11 16.6 15.95 16.45 677453 
6/9/2010 16.55 16.61 16.2 16.57 1237632 

6/10/2010 16.65 16.73 16.36 16.58 487663 
6/11/2010 16.55 16.85 16.47 16.85 507048 
6/14/2010 16.94 17.08 16.94 17.03 551793 
6/15/2010 17.09 17.48 16.96 17.1 1471622 
6/16/2010 16.99 17.07 16.76 16.99 564654 
6/17/2010 16.97 17.17 16.92 17.06 
6/18/2010 17.04 17.58 17.04 17.41 1076434 
6/21/2010 17.55 17.94 17.5 17.8 995951 
6/22/2010 17.41 17.93 17.34 17.34 704686 
6/23/2010 17.19 17.55 17.12 17.54 387146 
6/24/2010 17.54 17.78 17.21 17.28 1007524 
6/25/2010 17.3 17.3 16.88 16.88 578697 
6/28/2010 16.88 17.08 16.42 16.58 456168 
6/29/2010 16.31 16.41 15.29 15.29 1189213 
6/30/2010 15.3 15.58 15.13 15.13 1301744 

7/2/2010 15.3 15.52 15.1 15.1 1493850 
7/5/2010 15.41 15.49 15.16 15.19 
7/6/2010 15.4 15.47 15.12 15.33 1294424 

15.39 15.45 15.3 15.41 1832915 
7/8/2010 15.59 15.9 15.49 15.75 2010785 

15.79 16.23 15.73 16.15 832053 
16.25 16.39 15.84 15.98 

16.44 15.92 
16.4 16.4 15.85 15.9 659976 

7/15/2010 15.9 15.9 15.53 15.84 1407952 
7/16/2010 15.85 15.85 15.36 15.48 832104 
7/19/2010 15.5 15.67 15.35 15.63 

16.65 15.49 16.56 
16.83 16.25 16.37 

1/22/2010 16.51 17.26 16.43 17.26 1604851 
7/23/2010 17 17.1 16.34 16.86 

16.7 17.1 
16.99 17 16.01 16.26 910461 
16.13 16.24 16.01 16.09 

16.37 15.92 16.09 
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TRE CN Equity 
Date OPEN PX_HIGH PX_LOW PX).AST PX_VOLUME 

7/30/2010 15.99 16.18 15.83 15.83 697264 
8/3/2010 15.83 17.01 15.83 16.46 2334678 
8/4/2010 16.39 16.5 16.22 16;25 406715 
8/5/2010 16.25 16.85 16.24 16.7 1043955 
8/6/2010 16.36 17.01 16.36 16.85 1903186 
8/9/2010 16.87 17.25 16.87 17.15 444526 

8/10/2010 17 17.25 16.51 16.93 921918 
8/11/2010 16.55 16.89 16.55 16.65 842328 
8/12/2010 16.5 17.89 16.5 17.34 3581655 
8/13/2010 17.4 17.75 17.34 17.6 
8/16/2010 17.75 17.75 17.29 17.44 341203 
8/17/2010 17.63 17.87 17.32 17.86 636612 

17.81 18.74 17.64 18.64 
8/19/2010 18.65 18.98 18.35 18.68 

18.79 18.99 18.27 18.52 
8/23/2010 18.67 18.67 18.45 18.54 252174 
8/24/2010 18.07 18.34 17.58 17.58 743604 
8/25/2010 17.42 17.57 17.13 17.45 800032 
8/26/2010 17.7 18.03 17.61 17.99 692689 
8/27/2010 18.14 18.34 17.76 18.24 348500 
8/30/2010 18.25 18.25 17.65 17.99 689386 
8/31/2010 17.84 18.39 17.84 18.37 819672 

9/1/2010 18.37 19.12 18.37 19.03 940825 
9/2/2010 18.9 19.17 18.84 19 944776 
9/3/2010 19.19 19.38 18.92 19.02 675037 

19.08 18.61 18.71 1101870 
18.71 19.1 18.49 19 

9/9/2010 19.25 18.13 18.31 804494 
18.45 18.13 
18.9 18.31 18.55 

18.45 18.48 

17.38 
17.64 17.64 17.2 

17.79 
17.55 17.71 17.36 17.45 

11.5 17.1 
17.03 16.7 

17.19 16.79 17 
17.11 17.14 16.75 16.9 

16.98 16.7 
16.78 

17.79 16.91 17.14 
17.15 17.38 17.05 17.05 

16.97 
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TRE CN Equity 
Date OPEN PX_HfGH PX_lOW PX_IAST PX_VO.lUME 

10/5/2010 17.56 18.28 17.36 18.01 1745442 
10/6/2010 1.8.09 18.1 17.58 17.72 838072 
10/7/2010 17.83 17.84 17.21 17.42 1156877 
10/8/2010 17.5 18.16 17.31 18.04 3535919 

10/12/2010 18.32 18.99 18.09 18.99 1751643 
10/13/2010 19 19.65 19 19.24 5214108 
10/14/2010 19.22 19.65 19.12 19.53 1377538 
10/15/2010 19.5 19.6 19.34 19.46 1450862 
10/18/2010 19.5 20.25 19.47 20.1 2168242 
10/19/2010 19.71 20.05 19.56 19.76 1083754 
10/20/2010 19.81 20 19.76 19.9 650301 
10/21/2010 20.01 20.79 20 20.41 2395660 
10/22/2010 20.44 21.51 20.2 21.17 1834277 
10/25/2010 21.35 21.68 21.2 21.32 1610446 
10/26/2010 21.32 21.52 20.39 20.51 1221112 
10/27/2010 20.25 20.42 19.86 20.11 1385995 
10/28/2010 20.11 20.24 19.86 19.93 327435 
10/29/2010 19.85 20.4 19.85 20.16 774093 
11/1/2010 20.17 20.95 20.17 20.6 833376 
11/2/2010 20.7 20.83 20.26 20.42 917180 
11/3/2010 20.25 20.95 20.25 20.82 850741 
11/4/2010 21 21.7 20.84 21.03 1217465 
11/5/2010 21.15 21.7 21.09 21.24 4929997 
11/8/2010 21.4 22.5 21.18 22.39 1330997 
11/9/2010 22.4 22.48 21.13 21.24 1153761 

11/10/2010 22.11 22.2 21.78 21.83 2187169 
11/11/2010 22.14 22.74 21.85 22.59 1578055 
11/12/2010 22.48 22.55 21.55 21.55 3162838 
11/15/2010 21.56 22 21.47 
11/16/2010 21.5 21.92 21.38 21.92 
11/17/2010 21.72 21.84 21.5 21.5 
11/18/2010 21.9 22.41 21.8 22.26 793573 

22.4 22.58 22.02 22.46 813119 
22.46 22.65 21.97 

11/23/2010 22.55 22.55 22.2 22.34 
11/24/2010 22.37 22.51 22.04 22.51 1603985 
11/25/2010 22.51 22.53 22.39 22.5 88444 

22.52 22.25 
22.26 22.43 

21.9 22.34 21.85 22.24 584488 
12/1/2010 22.5 22.68 22.35 22.65 1131134 

22.41 23.77 22.41 23.69 1608992 

2:3.27 23.58 23.21 
23.55 23.66 23.02 23.4 1554901 





f'"\"7(._ 
LJO 

TRE CN Equitv 
Date OPEN PX_HlGH PX_LOW PX_I.AST PX_VOLUME 

2/14/2011 23.04 23.28 22.75 22.76 886619 
2/15/2011 22.9 22.9 22.52 22.72 499167 
2/16/2011 22.8 22.84 22.48 2256 1026532 
2/17/2011 22.68 22.7 21.99 22.57 1092615 
2/18/2011 22.72 22.75 22.156 22.23 3388224 
2/22/2011 22.04 22.24 21.1 21.26 1626107 
2/23/2011 21.03 21.49 20.96 21.28 2218901 
2/24/2011 21.29 21.39 21.07 21.15 687108 
2/25/2011 21.45 21.65 21.27 21.51 1569946 
2/28/2011 21.64 22.05 21.53 21.71 1342760 

3/1/2011 22.5 22.65 22.22 22.31 3480154 
3/2/2011 22.29 22.29 21.77 22 1221966 
3/3/2011 22.09 22.84 21.98 22.29 1747398 
3/4/2011 22.34 22.45 21.65 21.73 1323852 
3/7/2011 21.81 21.9 21.228 21.4 665620 
3/8/2011 21.7 21.7 21.16 21.25 949186 
3/9/2011 21.32 21.434 20.97 21.05 1708804 

3/10/2011 21.03 21.03 20.49 20.49 1135227 
3/11/2011 20.25 20.92 20.2 20.78 904733 
3/14/2011 21.4 21.71 21.08 21.32 1424634 
3/15/2011 21.5 22.01 21.01 21.77 3120094 
3/16/2011 22.09 22.42 21.6 21.67 1373282 
3/17/2011 22.04 23.22 21.67 23.21 2128939 
3/18/2011 23.65 23.71 22.89 23.28 1957016 
3/21/2011 23.6 23.61 22.6 22.84 1271272 
3/22/2011 22.92 22.92 22.19 22.75 1256962 

3/23/2011 22.8 23.02 22.36 22.77 1963014 
3/24/2011 22.85 23.27 22.72 22.95 970107 

22.97 23.49 22.86 23.25 1306573 
23.65 23.25 23.52 

23.58 24.28 23.58 24.17 1170627 
3/30/2011 24.3 25.12 24.3 25.01 2167564 

25.19 25.85 25.11 25.3 1848580 
25.7 25.7 24.99 

25.23 25.31 24.99 25 
4/5/2011 25 25.16 24.73 24.75 674926 
4/6/2011 24.7 24.98 24.51 24.7 1645617 

4/7/2011 24.75 24.75 23.9 23.97 1229229 
24.27 24.27 23.9 23.99 913828 

24.16 
4/12/2011 24.03 24.03 23.3 23.91 

4/13/2011 23.9 24.22 23.65 24.04 4269345 
24.38 23.84 24.3 

24.22 24.28 23.84 
4/18/2011 23.89 23.45 23.46 842058 
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TRE CN Equity 
Date OPEN PX_HIGH PX_LOW PX_lAST PX_VOLUME 

4/19/2011 23.48 24.26 23.4 24.21 775315 
4/20/2011 24.59 24.77 24.2 24.5 1126449 
4/21/2011 24.72 24.73 24.21 24.28 548917 
4/25/2011 24.37 24.42 23.79 23.94 543307 
4/26/2011 23.83 24.09 23.64 24 487218 
4/27/2011 24.1 24.1 23.508 23.79 723786 
4/28/2011 23.79 24.03 23.78 23.91 1164725 
4/29/2011 23.97 23.98 23.4 23.51 849037 

5/2/2011 23.63 23.69 23.16 23.21 1216136 
5/3/20.11 23.12 23.15 21.92 22.28 1676690 
5/4/2011 22.38 22.42 21.14 21.58 1931972 
5/5/2011 21.57 21.57 20.62 20.88 3227054 
5/6/2011 2.1.03 21.67 20.9 21.11 2766738 
5/9/2011 21.27 21.79 21.05 21.75 1434668 

21.8 21.8 21.37 21.49 1167073 
21.57 21.97 21.1 1559331 

5/12/2011 21.47 21.47 20.35 20.5 2506664 
20.5 20.61 18.78 19.2 7210402 

5/16/2011 19.51 20.45 19.4 20.27 5555981 

5/17/2011 20.36 21 20.288 20.83 2156437 

5/18/2011 21 21 20.64 20.8 1842481 

5/19/2011 20.97 21.48 20.82 2125 3241319 

5/20/2011 21.29 21.37 20.08 20.33 4143814 

5/24/2011 20.3 20.3 18.77 18.88 4918017 

5/25/2011 19.18 19.61 18.58 18.64 5789878 

5/26/2011 18.89 18.95 17.55 18.14 11105962 

18.15 11.43 
18.57 19.5 18.46 18.87 
19.2 19.85 18.8 4715786 

19.4 18.048 
18.21 13.57 14.46 

5 6.2 4.81 5.23 57680805 
8.53 5.8 

tiS 6.57 3.67 4.05 47205615 

5.49 3.87 4.92 
5.92 5.03 
5.51 4.35 4.5 31206159 

5.02 4.49 
5.21 3.35 
3.66 2.85 

3.34 3.24 3.34 

3.42 2.89 
2.76 3 2.32 
2.25 2.46 1.29 
2.09 3 2.07 
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TRE CN Equity 
Date OPEN PX,_HIGH PX_LOW PX_LAST PX_VOLUME 

6/23/2011 3 3.22 2.74 2.91 21902.912 
6/24/2011 2.9 2.98 2.45 2.6 12463053 
6/27/2011 2.6 2.86 2.22 2.3 10374234 
6/28/2011 2.47 2.72 2.28 2.6 9898445 
6/29/2011 2.67 2.86 2.55 2.67 9316486 
6/30/2011 2.62 3.2 2.56 3.2 13676205 

7/4/2011 3.27 4.99 3.27 4.15 45497222 
7/5/2011 4.68 5.3 4.26 5.29 50980712 
7/6/2011 4.8 5.27 4.16 4.75 52772417 
7/7/2011 4.7 5.12 4.69 4.75 16034741 
7/8/2011 4.75 4.93 4.7 4.71 6033473 

7/11/2011 4.5 4.6 4.2 4.31 7382742 
7/12/2011 4.2 4.46 4.03 4.28 9385301 
7/13/2011 4.28 4.5 4.25 4.27 4886471 
7/14/2011 4.25 4.35 4.06 4.13 4097032 
7/15/2011 4.16 4.21 4.07 4.08 2488834 
7/18/2011 4.04 4.04 3.42 3.53 7522647 
7/19/2011 3.36 4.42 3.36 4.28 15757034 
7/20/2011 4.31 4.99 4.31 4.59 17469502 
7/21/2011 4.8 4.99 4.58 4.68 9225872 
7/22/2011 4.83 5.2 4.75 5.19 15604903 
7/25/2011 5.32 6.41 5.32 6.36 25034304 
7/26/2011 6.5 7.75 6.47 7.12 31461356 
7/27/2011 7.35 7.94 7.26 7.69 23162534 
7/28/2011 7.99 8.29 7.1 7.43 19179825 
7/29/2011 6.88 7.74 6.56 7.3 16564325 

7.45 7.77 6.79 6.83 
7.13 7.15 5.88 6.3 
6.06 6.35 5.71 6 

8/5/2011 6.35 6.39 5.62 5.97 8559931 
8/8/2011 5.08 5.6 5.05 5.42 

6.89 5.59 6.83 
6.88 6.38 6.38 

6.68 6.75 6.16 6.58 
8/12/2011 6.76 6.83 6.56 6.65 4091153 

7.25 7.38 6.06 6.09 10993.103 
5.66 5.96 5.19 5.34 

5.74 4448426 

5 5.29 4.91 5.12 
8/19/2011 5 5.45 5 5.29 3009129 

5.6 5.64 5.01 5.01 3704670 

4.85 5 4.53 9019106 
4.5 5.15 

5.24 4.75 4.81 5340744 



This is Exhibit 11C" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 2nd day of April, 
2012. 
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Disclaimer: 

Muddy Waters, LLC 
www.muddywatersresearch.com 

info@muddywatersresearch 

Director of Research: Carson C. Block, Esq. 

Use of Muddy Waters LLC's research is at your own risk. You should do your own research and due diligence before making any investment decision 
with respect to securities covered herein. You should assume that as of the publication date of any report, Muddy Waters, LLC (possibly along with or 
through our members, partners, affiliates, employees, and/or consultants) along with our clients and/or investors has a short position in the stock {and/or 
options of the stock) covered herein, and therefore stands to realize significant gains in the event that the price of stock declines. Following publication 
of any report, we intend to continue transacting in the securities covered therein, and we may be long, short, or neutral at any time hereafter regardless 
of our initial recommendation. This is not an offer to sell or a solicitation of an offer to buy any security, nor shall any security be offered or sold to any 
person, in any jurisdiction in which such offer would be unlawful under the securities laws of such jurisdiction. To the best of our ability and belief, all 
information contained herein is accurate and reliable, and has been obtained from public sources we believe to be accurate and reliable, and who are 
not insiders or connected persons of the stock covered herein or who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. 
However, such information is presented "as is," without warranty of any kind- whether express or implied. Muddy Waters, LLC makes no representa
tion, express or implied, as to the accuracy, timeliness, or completeness of any such information or with regard to the results to be obtained from its use. 
All expressions of opinion are subject to change without notice, and Muddy Waters, LLC does not undertake to update or supplement this report or any 
of the information contained herein. 

Company: 

Sino-Forest Corporation 
(TRE.TO, OTC:SNOFF) 

Industry: 
Forestry 

Recommendation: 

Strong Sell 

Estimated Value: 

< $1.00 

Report Date: 
June 2, 2011 

Price: 
$18.21 

Market Cap: 
4.2 billion 

Float: 
4 billion 

AvgVolume: 
1.4 million 

• Like Madoff, TRE isone of the rare ft"aJi<ls,lh.at}~<;ommit; 
ted by an established institut~gn"In.TRE;s case, its; early 
start as an RTO fraud, tuck, and aefl! na'[igation emibfedit 
to grow into an institution whose 4'quality ~nanagement" 
consistently delivered on earnings groWth. · ·. 

• TRE, which was probably conceived as another short~ lived 
Canadian-listed resources pump and dump, was 
aggressively committing fraud since itsRTO iri l9Q5. 

• The foundation ofTRE's fraud isitsconvoluted structure 
whereby it runs most of its revenues through :''authori~ed 
intermediaries"("AI"). Ais suppose~y process TRE's tax 
payments, whichensuresthatTRE lea~~~. its auditors fil! 
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Introduction 

As Bernard Mad off reminds us, when an established institution commits fraud, the fraud can 
become stratospheric in size. Sino-Forest Corp. ("TRE") is such an established institutional 
fraud, becoming massive due to its early start, luck, and deft navigation. At nearly seven billion 
dollars in enterprise value, it will now end. 

TRE started humbly- as a fraudulent company going public on the Toronto Venture Exchange 
via reverse takeover ("RTO"). Sixteen years later, Muddy Waters would be exposing its US
listed imitators- companies such as RINO, DGW, ONP, and CCME. It seems impossible that a 
Chinese RTO coming public in 2010 could ever get to where TRE did. But for many years, TRE 
sat barely noticed on the Toronto exchange. It was committing fraud from the very beginning; 
but, there were not enough similar frauds to raise investors' awareness. 

Then in 2003, it changed its business model- moving to a level beyond standard capex schemes 
that most China frauds run. Its new model, purchasing trees, gave it limitless room for growing 
its fraudulent balance sheet and vacuuming up money from the capital markets. At the same 
time, China was becoming a major investment theme. TRE became more sophisticated
engaging Jakko Poyry to write valuation reports, all the while giving Poyry manipulated data and 
restricting its scope of work. Thus more and more investors are drawn into TRE's fraud every 
year as it falsifies timber investments and manipulates Poyry further. At some point, TRE 
became an institution- a seasoned stock with "quality management" that consistently grew 
earnings over more than a decade. 

Were Muddy Waters not to have come along, it is likely that this fraud could have continued for a 
few more years and billions of dollars more. Solving this fraud was not easy. In order to conduct 
our research, we utilized a team of 10 persons who dedicated most to all of their time over two 
months to analyzing TRE. The team included professionals who focus on China from the 
disciplines of accounting, law, finance, and manufacturing. Our team read over 10,000 pages of 
documents in Chinese pertaining to the company. We deployed professional investigators to five 
cities. We retained four law firms as outside counsel to assist with our analysis. We are confident 
that we have brought more expertise, time, and money to bear in analyzing TRE than has any 
investor or bank- by a substantial margin. 

Executive Summary 

Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds. It has always been a fraud 
-reporting excellent results from one of its early joint ventures- even though, because ofTRE's 
default on its investment obligations, the JV never went into operation. TRE just lied. 

The foundation ofTRE's fraud is a convoluted structure whereby it claims to run most of its 
revenues through "authorized intermediaries" ("AI"). Als are supposedly timber trader customers 
who purportedly pay much ofTRE's value added and income taxes. At the same time, these Als 
allow TRE a gross margin of 55% on standing timber merely for TRE having speculated on trees. 
The sole purpose of this structure is to fabricate sales transactions while having an excuse for not 
having the VAT invoices that are the mainstay of China audit work. If TRE really were 
processing over one billion dollars in sales through Als, TRE and the Als would be in serious 
legal trouble. No legitimate public company would take such risks- particularly because this 
structure has zero upside. 
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TRE avoids disclosing the identities of all but one of its Ais "for competitive reasons." The one 
AI we know it has disclosed (at a credit analyst event in April2011) is actually a connected party 
- to both TRE and one of its agents. Despite TRE 's opacity on the revenue side, we have 
overwhelming evidence that the $231.1 million in Yunnan province timber TRE claimed to sell is 
largely fabricated. Such amount exceeds TRE's real timber holdings in Yunnan province. It 
exceeds the applicable harvesting quotas by six times. Transporting the harvested logs would 
have required over 50,000 trucks driving on two-lane roads winding through the mountains from 
this remote region, which is far beyond belief (and likely road capacity). 

On the other side of the books, TRE massively exaggerates its assets. TRE significantly falsifies 
its investments in plantation fiber (trees). It purports to have purchased $2.89I billion in standing 
timber under master agreements since 2006. We have smoking gun evidence from Yunnan 
province that it overstated its purchases there by over $800 million. Of the five agents we have 
been able to identify (TRE does not provide Chinese names), Yunnan appears to have the only 
legitimate agent. The other agents have histories and connections to TRE that make it obvious 
they did not purchase billions of dollars in timber for TRE. Further, the other agents appear to be 
laundering money for TRE -moving large amounts of money to an undisclosed subsidiary of 
TRE and a trading company that TRE does business with. We also see clear evidence that TRE 
has falsified its books - Chinese government records make clear that TRE would have had a 
capital hole of$377 million to $922 million if it were making the investments it claims. 

TRE then feeds the fraudulent data to Poyry, while allowing Poyry access to only 0.3% of its 
purported timber holdings. TRE touts the valuation reports as evidence of its credibility. One 
fresh example occurred at TRE's annual general meeting on May 30, 20Il. At the meeting, CFO 
David Horsley emphasized to the shareholders in attendance that Poyry teams spend "six personal 
weeks" in the field for the valuations. On a June I, 20 II telephone call with analysts to discuss 
the Poyry report, Poyry clarified that four men spent six days in the field, which the Company 
calculates is approximately six man-weeks. 1 Fortunately, it appears that in 20II Poyry is 
becoming somewhat cautious about TRE using its name to bilk investors out of billions of 
dollars, and it has accordingly restricted how TRE may use the report. 

TRE 's claims to be "transparent" are interesting. Its offshore structure, which utilizes at least 20 
British Virgin Island entities, is an unjustifiable black hole. 

Auditors are far less effective in detecting fraud than most investors assume they are. The 
problem is that fraudsters are willing to forge documents. We show a suspicious letter from 
HSBC that was written on behalf of one ofTRE's main subsidiaries, Sino-Wood Partners. We 
submitted this document to HSBC 's department of fraud risk. 

Another issue with auditors detecting fraud is that when the auditors are based in Canada, and the 
fraud is in China, the auditors are far less versed in the games fraudsters can play in China. As 
CCME and LFT show, even China offices of"Big Four" auditors have a number of issues 
detecting fraud. For most of its time as a public company, TRE' s auditors have been Ernst & 
Young out of Canada. In TRE' s case, the auditor problem morphs into another significant issue -
that ofTRE's poor corporate governance. TRE's board of directors appears to be the retirement 
plan for former Ernst & Young partners, and its audit committee members all fail PRC political, 

1 Muddy Waters is proud to say that by this methodology, we spent two man-years researching TRE and 
preparing this report. 
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industry, and cultural knowledge tests.2 A favorite trick of Chinese RTO frauds is to gain 
credibility by putting W estemers without Chinese skills or background into management or onto 
the board. TRE probably pioneered the practice. 

No fraud is complete without the payoff. Its constant capital raising is a multi-billion dollar ponzi 
scheme. We see some evidence of how TRE is stealing the hundreds of millions of dollars that 
have entered the PRC. Its financial tunnels include an undisclosed subsidiary that seems to act as 
a magnet for payments from many ofTRE's disclosed PRC subsidiaries and the agents that 
purportedly purchase timber for TRE. 

Valuation 

Because TRE has $2.1 billion in debt outstanding, which we believe exceeds the potential 
recovery, we value its equity at less than $1.00 per share. 

Sino Forest Equity and Debt Estimated Values 

Sino-Forest has raised a total $3.05 billion from the capital markets. The capital structure consists 
of$1.892 Billion ofbonds outstanding3

, Senior Secured Bank Loans of$207 million ($154.0 
million from the Dec 31, 2010 financials and a new CNY 350 mil term facility. This makes debt 
outstanding $2.100 Billion. 

In addition, it has raised $989 million of equity in shares sales going back to May 2004. Due to 
the SAIC filings, we know that a maximum of $1.2 Billion of cash has been injected onshore. 

The Company also has a 63% stake in its listed subsidiary Greenheart Group, however, because 
we have concerns about this company, we do not factor it into our valuation. 

The equity/credit analysis valuation analysis is very difficult as a result of the inability to rely on 
the audited financials and our belief that the company has far fewer assets than it reports. In 
order to value the equity and the credit, one has to assume one of two scenarios, both of which 
assume an injection amount of $1.2 Billion into China: 

2 TRE Management Information Circular, May 11, 2011, pp. 32-33 
3 

Amt 
Issuer 
Sino-Forest Corp 
Sino-Forest Corp 
Sino-Forest Corp 
Sino-Forest Corp 
Sino-Forest Corp 

Curr Mty Type 

USD BULLET 
USD CONVERTIBLE 
USD BULLET 
USD CONVERTIBLE 

USD CALLABLE 
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Scenario 1: Assets in China are accessible to creditors and shareholders 

If the assets in China were accessible, the first thing that creditors would have to do would be sell 
the small forestry assets that the company has and attempt to recover any cash balances. Given 
the propensity for theft, we will be liberal and assume that the recovery from asset sales and cash 
seizures is 50% of the amount injected- roughly $600 million. $50 million would be used to pay 
back the onshore RMB denominated debt. The rest would then need to be repatriated via a 
capital reduction process with SAFE, the Chinese capital account regulator. At an absolute 
minimum, the cost of offshoring this money would be around 15%, giving us a total recovery bull 
case of $467 million. 

The offshore cash is not simply calculated by subtracted cash raised from cash moved into China. 
Management has been liberal with cash compensation. As well, they have spent $54 million on 
their Greenheart stake, $30 million in a consent payment for a bond exchange, and $7 million 
paying off Ms. Chen on the Homix purchase. Ifthe convoluted BVI structure has yet to be used 
for theft, then the offshore cash balance could be as high as $1.5 Billion (Non-injected cash minus 
management compensation minus offshore acquisitions). 

This gives us an asset base of$1.967 Billion in the best case, which we believe to be unlikely. 
Versus the current outstanding offshore debt of $1.893 Billion, the "real" best case net asset value 
is around $92 million. Divided by the current number of shares outstanding- 245 million - that 
leaves a share value of approximately C$0.38 at current exchange rates. 

Scenario 2: Onshore Recovery of Zero. 

Due to the time involved to actually change the legal representatives and liquidate collateral 
onshore, all the while chasing the cash balances and coordinating with authorities, historical 
precedent should show that there is little that can be done with onshore assets. 

Using the above bull case of offshore assets, we estimate recovery for bondholders would be 
approximately 80 cents on the dollar, with a value of zero for the stock. Assuming that distressed 
investors target a 15% IRR (again, this would be extremely generous for a distressed Chinese 
credit), the absolute maximum an investor should be willing to pay for the credit is around 69 
cents on the dollar. The recovery could be higher ifless money was put into China. 

Our belief is that the true recovery would be far lower, but without the aid of law enforcement, 
we will never really know how much money is there or where it went. 

I. TRE Was Always a Fraud.4 

TRE was engaged in aggressive fraud from the time it went public. Between 1994 and 1996, it 
generated between 65% to 77% of its reported revenues from an equity joint venture5 with the 
Leizhou Forestry Bureau. All of these numbers were fabricated. In reality, TRE breached its 
commitment to contribute equity capital to the EJV. TRE' s conduct so incensed the Leizhou 

4 Appendix A5 - Chinese and English translations available. 
5 China has two classifications of Sino-Foreign joint ventures: equity joint ventures ('EJV") and 
cooperating joint ventures ("CJV"). The main difference is that in an EJV, profits and assets (upon 
winding up) are distributed in proportion to the parties' equity holdings. In a CJV, the parties may contract 
to divide the economics disproportionately to their equity interests. 
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Forestry Bureau that it filed with the Zhanjiang City Foreign and Economic Relations and Trade 
Commission ("COFTEC") a letter containing numerous grievances. We show this letter and a 
translation in Appendix A5. This letter and the rest of the EJV's SAIC file make clear that the 
EJV never achieved the any operation remotely close to that envisioned by the partners or 
described by TRE in its annual reports. Moreover, the Forestry Bureau accuses TRE of 
misappropriating cash through improper transactions. 

In its 1997 annual report, TRE claims that its Heyuan and Guangxi CJV partners took over the 
(fictitious) wood chip business from the Leizhou EJV- even growing it by 193% that year. 
Considering the base year (1996) revenue was zero, we believe investors should assume that 1997 
results from the CJVs were shy of$16.1 million TRE reported.6 

TRE's penultimate fraudulent act in Leizhou was to claim that the Leizhou Forestry Bureau 
reimbursed TRE $12.43 million between 1999 and 2003 through a series of payments consisting 
of logs. This claim that the Forestry Bureau owed TRE in excess of $10 million dollars was a 
gross exaggeration of the facts and contradicts the EJV's SAIC file, improperly adding $12.43 to 
TRE's shareholders' equity. This type of phantom transaction would become the blueprint for 
TRE's massive fraud. 

There was another critical outgrowth from the Leizhou EJV. Upon termination, TRE converted 
the company to a wholly foreign-owned enterprise ("WFOE"). The WFOE's business scope7 

included "producing and selling wood products." TRE wound this company down in December 
2003. This is the same year it began telling investors that it used Als to handle its sales because it 
was not licensed to sell woodchips and wood based products domestically.8 In other words, TRE 
wound down a business that was licensed to sell wood chips; yet, at the same time was stating 
that it was forced to use Als because none of its companies were licensed to sell woodchips in the 
domestic market. At that time, the Leizhou WFOE could have utilized this business to take over 
and carry out the proprietary sales of the wood chip and processed wood business. Essentially 
because TRE learned that it could successfully lie about operating a factory with a party known to 
shareholders, it went two steps further- lying about operating a trading business with a party 
unknown to shareholders. 

Leizhou EJV- The Ghost of Ventures Past 

The Leizhou EJV, the Zhanjiang Leizhou Eucalyptus Resources Development Co. Ltd., came into 
being on January 291

h, 1994. TRE subscribed to 53% ofthe equity, which was to total $10 
million, and the total investment was established at $25 million. TRE's obligation was 
straightforward; it would contribute 53% of the investment in cash ($5.3 million) in phases. It 
was to inject 15% of the registered capital within three months of incorporation, and its portion of 
the balance of the registered capital within two years. It paid in one million dollars, which left a 
balance of $4.3 million. The Forestry Bureau was to contribute forest assets of 3,533 ha (note that 
this greatly contradicts TRE's Canadian filings, which state 20,000 ha), and other assets.9 The 
articles of association show that the newly formed entity was created for the specific purposes of: 

6 Annual Reports 1997 p. 21, 1998 p. 25 
7 Leizhou WFOE business certificate April12, 2000 See Appendix A10 
8 2003 Annual Information, p. 22 
9 Leizhou EJV, Articles of Association, 1993 See Appendix A2 
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"Managing forests, wood processing, the production of wood products and wood 
chemical products, and establishing a production facility with an annual production 
capacity of 50,000 m3 of Micro Density Fiber Board (MDF), managing a base of 120,000 
mu (8,000 ha) of which the forest annual utilization would be 8,000 m3."

10 

The application included a detailed feasibility study for the MDF board production factory 
including financial analysis, market studies, and production plans totaling over sixty pages. 
Leizhou Forestry Bureau's expectation was that the factory would generate profit, provide value
added manufacturing jobs, and introduce new technology and management knowhow. The 
articles also reveal a plan for the Leizhou Forest Bureau to make additional land available for 
harvesting and replanting that would total 8,000 ha (including the original 3,533 ha). This 
concept formed the basis ofTRE's "phasing-in" program and was also utilized to inflate TRE's 
forest rights claims. However, the EJV never achieved "normal operations", and neither the plans 
for the manufacturing facility, nor any additional land utilization or forest acquisitions were 
executed. The signature ofTRE's president, K.K. Poon on the amended articles evidences this 
fact. 11 

The EJV's 1995 PRC Capital Verification Report (contained in the SAIC file) showed that the JV 
lost $1.1 million (RMB 8,709,107). 12 The audit report also shows inventory of only $1,100 
(RMB 9,000), which is hardly the level required to support an operation making weekly 
shipments ofwoodchips of approximately $400,000, as claimed by TRE. 13 By mid-1995, TRE 
had still not injected the balance of investment. The Forestry Bureau solicited the local 
COFTEC14 to send a formal notification reminding TRE of its obligation. By the time the 
contribution deadline arrived in January 1996, the TRE management team was incommunicado. 15 

After the Jan 29, 1996 deadline lapsed, Allen Chan and Chan Shixing failed to respond to formal 
letters. They also skipped a Board meeting called to resolve the issues. 16 

1o Id. 
11 Leizhou WFOE Amended Articles of Association, Appendix A3. 
12 1995 Annual Audit Report 
13 In 1995, p. 13 ofTRE's annual report claimed that TRE shipped out 204.2 BDMT of wood chips at an 
average price of$103/BDMT. This equals $21,032,600 USD, or approximately $420,652 per week based 
on a fifty week year. 
14 Zhanjiang City Foreign and Economic Relations and Trade Commission. 
15 Leizhou Forestry Bureau, Letter Requesting Termination of the EJV See Appendix A5. 
16 Leizhou Forestry Bureau, Letter Requesting Termination of the EJV See Appendix A5. 
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However, in Canadian filings, the Leizhou EJV was white hot. TRE disclosed the following 
information regarding the EJV. 

Calculated Leizhou EJV Annual Sales 
According to Avg. Price and Qty in BDMT Reported by TRE 

Year 
BDMT Average price Amount (Thousands 

(Thousands) (USD/m3
) USD) 

1994 156.3 85 $ 13,286 

1995 204.2 103 $ 21,033 

1996 212.5 102 $ 21,675 

1997 45 98 $ 4,410 

Total 618 $ 60,403 

Source: 1994 ~ 1997 Annual Reports 

TRE took a bit of a victory lap in its 1996 Annual Report, when it congratulated itself on the 
Leizhou EJV completing three years of profitable operations. 17 Moreover, the Company even 
claimed that the Leizhou EJV carried out $412,000 of research and development that year. 18 

According to TRE, it was floating its partner (rather than the other way around) for $15.0 million: 

"The $14,992,000 due from the LFB [Leizhou Forestry Bureau] represents cash collected 
from the sale of wood chips on behalf of the Leizhou EJV. As originally agreed to by 
Sino-Wood, the cash was being retained by the LFB to fund the ongoing plantation costs 
of the Leizhou EJV incurred by the LFB."19 

In 1998, the Leizhou Forestry Bureau finally lost its patience and submitted a letter to COFTEC 
containing numerous grievances, and requesting that the EJV be terminated.20 In addition to 
grievances related to the failure to inject capital and develop the MDF board factory as planned, 
the Forestry Bureau accused TRE of improperly removing money and making payments to a third 
party with which the EJV had not done business: 

"After paying one million dollars, the foreign party not only failed to fully fund the 
company, but also approved in its own name the gradual withdrawal of funds in the 
amount of RMB 4,141,045.02 RMB [approximately $500,000], from the paid in capital 
provided by the company for the Joint Venture, among which $270,000 USD was paid 
out to the Huadu Baixing Wood Products Factory C7t~IHPEf:K*JllljJTh)), which has 
had no business relationship with the joint venture at all. This amount of money equals 
47.6% of the money [TRE's] paid in capital. Although our side has almost entirely paid 
in the capital to which we subscribed (all but 0.9% of the subscription total), because of 
the limited contribution from the foreign party, and its withdrawal of a huge amount of 
money from among those funds it contributed, it is impossible to put into practice the 
project that the joint venture aimed to construct or set up and the intended production and 
business operation activities. This is because the funding has been insufficient and the 

17 1996 Annual Report, p.22 
18 1996 Annual Information, p. 8 
19 1996 Annual Report, p. 20 
20 Leizhou Forestry Bureau, Letter Requesting Termination of the EJV, Appendix A5. 
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foreign party did not contribute the majority of the equity to which it subscribed. The 
joint venture therefore is merely a shell, existing in name only." 21 

In additional to phenomenally inflating the sales ofwoodchips from the EJV, TRE planted the 
seeds for a new mechanism that would propel its near infinite NA V growth, and enable it to 
create billion dollar forest accounts out of thin air. In the 1996 Annual Information Form, and 
that of previous years, TRE claims that the Leizhou JV had already "phased in" 20,000 ha of 
plantation lands from the Forestry Bureau. 22 

However, the Articles of Association clearly stipulate that if the project requires capitalization 
beyond $25 million USD total investment, then the foreign partner would contribute additional 
cash, and the Chinese partner would make additional in-kind contributions in the form of land use 
rights and forest assets.23 Since the project was never fully capitalized, there was no need for the 
Chinese partner to make additional in-kind contributions, and therefore no new forest assets 
would have been added to the venture. Additionally, the 8,000 ha, were discussed in the Articles 
only in the section pertaining to the long range planning for the company. Those sections of the 
Articles defining the parties' respective capital contributions specifically state 3,533 ha (53,000 
mu) as the Leizhou Forest Bureau's contribution.Z4 In short, no additional contribution under a 
"phase -in" plan took place. 

In addition to deducing that a scorned government EJV partner would not unilaterally contribute 
additional forest assets to support a manufacturing facility that had never been constructed, there 
is documentary proof that since inception, no significant increases in assets occurred. The EJV's 
PRC audit reports from 1995 and 1997 show no change in the intangible assets, under which 
heading forest assets are classified.25 Had an additional16,500 Ha been phased into the EJV, 
intangible assets would have increased by approximately RMB 86 million.26 

In 1998, the two parties agreed to wind up the EJV. In the separation agreement, the parties 
agreed that the Forestry Bureau would receive all of the assets the Forestry Bureau originally 
contributed, and TRE would keep the entity and look for a new partner.Z7 

Interestingly, in its 1997 annual report TRE described the agreement to terminate the EJV as 
entitling it to $12.4 million worth of assets from the LFB. TRE stated that it would in lieu receive 
payment over three years in the form of 730,440 m3 of standing timber the Forestry Bureau 
owned.28 

Four years later, the 2003 Annual Report includes a claim that the Company completed its 
recovery of open receivables from the Leizhou Forest Bureau with a final collection in the 
amount of$10.2 million in the form of standing timber.29 It is hard enough to collect on a debt 

21 Id. 
22 1996 Annual Information, p. 5 
23 

Leizhou EJV, Articles oflncorporation, 1993, p. 3 Appendix A2. 
24 Leizhou EJV, Articles oflncorporation, 1993, p. 2 Appendix A2. 
25 The 1997 audit report breaks out the forest rights as being valued at RMB 18,454,766. Appendix A9. 
26 The 1997 audit report itemizes the forest assets at a value ofRMB 18,454,766, which equates to a total of 
5,223 Rmb/Ha. A net increase of 16,467 Ha therefore should result in a net increase of86,016,029 rmb. 
Appendix A9. 
27 Board Resolution, Leizhou Resources Development Company, June 3, 1998 See Appendix A6. 
28 1997 Annual Report 
29 2003 Annual Report, p. 34, 40 
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when the debtor really owes you money. It is substantially harder when you are really the debtor, 
and the counterparty is a government agency. 

Leizhou WFOE 
AIR Collections from Leizhou FB 

Year Amount ('000 USD) 

1999 $ 1,125.00 

2000 $ 1,063.00 

2001 $ -
2002 $ -
2003 $ 10,242.00 

Source: TRE Annual Reports 

After the exit of the Leizhou Forest Bureau, the Company did not locate a new joint venture 
partner. In May of 1999, TRE converted the EJV into a Wholly Foreign-Owned Enterprise 
("WFOE"). In April of2000, the WFOE's new scope of business, which included producing and 
selling wood products, was formally approved. 30 

However, after receiving approval to reduce the size WFOE's remaining required capital 
contribution to only $1.4 miiiion/1 TRE stili failed to do so for another three years.32 In October 
of2003, TRE finally wound down the Leizhou WFOE (without having contributed the additional 
capital). The application for deregistration was made on Oct 28, 2003 and approved by the 
Guangdong Zhanjiang COFTEC on November 4, 2003.33 The key point to note is that in the 
2003 Annual Report, TRE began disclosing that it needed to conduct business through authorized 
intermediaries due to lack of proper licensing, while failing to disclose that in the fourth quarter 
of the year, it was winding down an existing WFOE that had the business scope to do the 
business. 34 

How to Succeed in Business Without Really Trying (by Finding__AW 

TRE's initial AI model was that it purported to buy logs, turn them into woodchips, and then sell 
them to customers. TRE disclosed in 2003 that it had been engaging in this model via its Heyuan 
and Guangxi CJVs. (TRE makes shameless use of the corporate memory hole.) 

This model appears to be a tortured attempt to create an accounting event for TRE even though it 
risked no capital and moved no physical goods. (TRE would later make this look less tortured by 
creating a third party to the transactions, the agent, which probably made its auditors feel better.) 

30 Board Resolution, Dec I, 1999; Wholly Foreign Owner Enterprise Change of Registration Approval, 
Aprill2, 2000. Appendix AIO. 
31 Leizhou WFOE Application for Deregistration, Oct 28, 2003 Appendix AS; Zhanjiang COFTEC 
Approval for Reduction in Registered Capital, Dec 28, 1999. See Appendix A7 
32 2000 Annual Information, p. 26 
33 Application for Deregistration of a Foreign Invested Enterprise, Guangdong State Administration for 
Industry and Commerce, Oct. 28, 2003 See Appendix A8. 
34 2003 Annual Information, p. 22 
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According to the description in its 2006 annual information of how these transactions worked, 
TRE (through the magic of Ais) booked revenue and profit, but 

• 
• 
• 
• 
• 
• 
• 
• 
• 

did not commit capital to purchase the logs, 
did not enter into contracts to purchase the logs from suppliers, 
did not take title to the logs, 
did not at any time store (let alone view) the logs, 
did not commit capital to process the logs into wood chips, 
did not contract to process the logs into wood chips, 
did not market the wood chips, 
did not enter into contracts to sell the wood chips, and 
did not receive cash from the parties purchasing the wood chips . 

Instead it "agreed to reimburse the costs of the AI, including the cost of the purchase of raw 
timber, and to pay both a processing fee and management fee&" However, "&all of [the 
aforementioned fees] are deducted from the sales proceeds of the wood chips." In other words, 
TRE would not pay any money because the AI would be "reimbursed" when it sold the chips. 

In order to make these transactions into accounting quasi-reality, TRE assumed "all risks and 
obligations relating to the raw timber once it arrives at the premises ofthe AI until it is processed 
into wood chips, except for any loss arising as a result of the AI's default." As the same filing 
specifies, the AI assumed the risks and obligations of the timber at all other times- from the time 
it is purchased until title passed to the customer. The below diagram illustrates the purported 
transactions: 
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FOf IICCOUnting purposes. 
TRE wats lheAl as being 
BOTH lhe supplier and 
customM In transactions 

Essentially, TRE's assumed risk was that a meteor would destroy the wood while at the AI's 
facility (assuming that the contracts lacked force majeure clauses). For this invaluable service, 
the AI paid TRE a fee on a "net basis after withholding of applicable taxes by the AI." In other 
words, there was no tax documentation that can be used to confirm whether TRE actually 
received any money in this way. 

Believing that TRE actually generated substantial revenue this way strikes us as akin to believing 
in the power of diving rods to find precious metals. However, TRE was able to apply the same 
principles to a model that allowed it to raise billions of dollars more. The model is dealing in 
standing timber. 

II. "AI" Really Means "Artificial Intermediary" 

The structure of using anonymous parties that purportedly purchase from TRE without requiring 
TRE to generate VAT invoices allows TRE to invent sales figures without fear of being exposed 
by tax bureau records. Given that TRE has mostly been audited by accountants based in Canada, 
using this structure to commit fraud takes more audacity than skill. If TRE really is using an AI 
structure, shareholders should demand management be replaced immediately because TRE is 
running substantial and unnecessary legal risks. We are convinced that this model does not really 
exist though, so no board meeting to discuss the illegalities of the AI structure is yet necessary. 
As far as we are aware, TRE has disclosed the identity of only one AI, which happened at a 
recent credit analyst event in China. However, this purported AI's general manager, Lei 
Guangyu, is part of a web of shadow players spanning the AI, an agent, TRE, and Greenheart. 
He and the AI are closely related to TRE. 
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TRE May be a Great Supplier, but How Much Prison Time Would the Ais be Willing to do for 
TRE? 

In a legitimate public company, management would be summarily dismissed for using TRE's AI 
structure, if it had not already been arrested. This model would violate fiduciary duties, and 
because it is so blatantly illegal in the PRC, would probably be beyond the scope ofD&O 
coverage. Furthermore, it would be difficult for TRE to find a counterparty willing to work with 
it in this model in size. The size of the transactions is so large that the AI management would 
possibly be committing offenses that could land them lifetime prison sentences. 

On the other hand, the cure for the problems is simple. TRE, which already has over 60 wholly
owned companies in the PRC, could buy and sell timber through new or existing WFOEs (wholly 
foreign-owned enterprises). It could pay its own VAT and enterprise income tax ("EIT"). This is 
what practically every other foreign investor with at least $100,000 in its pocket does. 

It is illegal for foreign companies to engage in domestic (i.e., non-import I export) business in the 
PRC without having incorporated a local subsidiary to carry out the business. The PRC deems 
profits generated by foreign companies doing domestic business without a domestic subsidiary to 
be illegal. The prior two years of illegal profits are subject to confiscation. Therefore, ifTRE 
were really using this structure for its BVI subsidiaries, they would be risking confiscation of the 
prior two years of their profits. 

As foreign enterprises conducting domestic business in China, TRE's BVI entities would still be 
subject to the PRC corporate income tax. TRE's failure to pay corporate income tax for its profits 
generated in China would subject TRE to penalties more severe than those disclosed. The 
penalties (on top of the unpaid tax) would be 50% to 500% of the unpaid tax. There is no statute 
of limitations that would prevent the tax bureau from recovering all ofTRE's unpaid taxes with 
per day surcharges and penalties. 

Because of TRE' s disclosed contingent tax liability of $156.9 million, it is clear that TRE' s 
entities conducting a sizable portion of its business (whether foreign or domestic) are not paying 
taxes themselves under their own tax registration. Nor are the AI acting in a legal manner merely 
as tax payment agents that pay tax to the tax bureau in TRE's name. While such a situation 
would be critical for any company with sizable China operations, because TRE is free cash flow 
negative, such penalty would endanger TRE's solvency. Regardless, this is not what TRE is 
really doing. It is lying about selling such large volumes of timber to the Ais. 

TRE would have numerous problems with the Ais trying to pay TRE's value added tax ("VAT"). 
Entering names other than the seller of the good on a VAT invoice is a tax crime. The penalty for 
VAT invoice-related crimes on large VAT amounts can be a lifetime prison sentence for 
managers of companies engaged in this behavior. We assume that many of these VAT payments 
would be in excess of the threshold to trigger such penalty; therefore, the managements of the AI 
would be risking the sentences in these transactions. It is difficult to understand how TRE 
generates a 55% gross margin from the AI on standing timber sales all the while risking their 
lives. TRE does not appear to add that much value. 

TRE and the Ais' chances of getting away with the scheme would be low. The PRC banking 
system has controls in place for anti-money laundering purposes. The tax bureau is part of this 
platform. We consulted an attorney who is an expert in tax, foreign exchange, and banking 
matters. The attorney advised us that it is highly unlikely that TRE could have such large 
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amounts ofRMB sloshing around the banking system without corresponding VAT 
documentation. Note also as discussed infra in The Capital Hole, TRE's BVI companies would 
be unable to open up RMB bank accounts. 

Because the Ais are not importing this timber, they would not have customs invoices, and would 
not be able to convert RMB into foreign currency and pay TRE offshore. While it is possible that 
the Ais could pay TRE offshore from the Ais' existing offshore accounts, with over one billion 
dollars in payments being made annually, the Ais would likely be left with unmanageable foreign 
currency I RMB imbalances. Therefore, the banking system and foreign exchange controls would 
likely have long ago ended TRE's AI business- in an unpleasant way. 

Everybody's All-Intermediary: Lei Guangyu 

To our knowledge, TRE has only unveiled one AI to investors. In April2011, TRE introduced 
credit analysts to Lei Guangyu, who is the president ofShenzhen Hongji Enterprises (Holdings) 
Ltd. ("Hongji"). Both Lei and Hongji are related to TRE. At the time that TRE sold its 12.73% 
stake in Greenheart Resources Holdings Ltd. to Omnicorp, Lei Guangyu was the signatory for 
two BVI entities, Fortune Universe Ltd. and Spirit Land Ltd., which held a combined 7.41% of 
Greenheart. The 2007 audit report from one ofTRE's subsidiaries, Heyuan Jiahe Forestry 
Development Co. Ltd. ("Jiahe"), lists an account payable to Hongji for approximately $400,000 
(RMB 2.7 million) as a related party transaction. According to the audit report, Hongji's 
relationship to Jiahe is that they are both subsidiaries of the same parent. See Appendix BB 1. 

Hongji is engaged in irregular transactions with TRE. One ofTRE's key PRC subsidiaries, Sino
Forest (China) Investments Co. Ltd. had an account payable of$4.2 million (RMB 35 million) to 
Hongji at the end of2005. This is a large amount of money in the context ofTRE's onshore 
transactions that we have been able to see. Further, it shows a flow of funds opposite of what 
should occur (i.e., AI to TRE). 

We sent a field agent to Hongji's headquarters in Shenzhen. It has a subsidiary called Gaoyao 
Hongji Panel Co. Ltd .. The legal representative ofthis company Wang You Wang is the 
signatory on a lease contract for the factory belonging to Guangdong Jiayao Wood Development 
Co., Ltd., one ofTRE's key subsidiaries. Gaoyao Hongji also appears to be the "arms length" 
purchaser of $30 million in machinery from TRE's Guangdong Jiayao on March 31, 2009. 
However, the owner of the company that leased the factory from TRE is a TRE and agent 
executive, Lam Hon Chiu. (We discuss more about Mr. Lam in TRE's Dodgy Timber Agents.) 
We are not sure what to make of this transaction, but it does not appear to be arms length to us. 

As an aside, it appears that Hongji does not buy domestic timber from TRE. According to the 
person with whom we met at headquarters, Hongji primarily deals in timber imported from 
Russia and South America. 

Page 13 of39 



Below is Lei Guangyu's business card. 

Lei Guangyu 

III. Gengma, Yunnan: Illegal Logging or Fraud? Timber Sales are Beyond PRC Quota 

According to TRE's 2010 Management's Discussion and Analysis, the Company sold $507.9 
million of Standing Timber, of which 45.5% ($231.1 million) ofthe sales were derived from 
broadleaftrees in Yunnan at an average price of 102 RMB/m3

• This equates to 2,265,000 m3 of 
broad leaftimber in the form of"large logs".35 In TRE's 2010 Annual Information Form, its 
claimed yield for broad leaf is between 105 to 210 cubic meters per hectare, which means that 
approximately between 10,800 ha (hectares) and 21,600 ha would be required for this sale. 
However, the 2009 Poyry report noted a regulation prohibiting clear cutting of these forests and 
revised the yield downwards by 50%:36 

Poyry has this year become aware that, under current regulations, this crop type cannot be 
clear-felled, but must be selectively logged, with only up to 50% of the volume allowed 
to be removed. Poyry has consequently adjusted the yield table for the broadleaf crop 
type, from 181 m3/ha to 90 m3/ha to reflect this constraint.37 

At a maximum of 90 cubic meters per hectare, at least 25,000 ha would be required for this sale. 
That is the equivalent of approximately 96 square miles, or one and one half the total area of 

35 In the June 2, 20 II Poyry/Sino-Forest joint conference call, the Poyry consultant further specified that 
the high price for the Yunnan broad leaf of $1 02/m' was for "large logs" 
36 Sino-Forest Corporation, Valuation of China Forest Crop Assets As at 31 December 2009, Final Report, 
pp. 15 and A5-3. http://www.sinoforest.com/filings.asp 
37 Sino-Forest Corporation, Valuation of China Forest Crop Assets As at 31 December 2009, Final Report, 
pp. 15 and A5-3. http://www.sinofore~t.com/filings.asp 
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Washington D.C. The volume required under either yield calculation is enormous and in excess 
ofboth TRE's contracted holdings as well as the Lincang region's local quota. 

First, as described in detail in section IV of this report, TRE's contracted holdings in Yunnan are 
in Lincang City and amount to only 20,000 ha (300,000 mu, 15 mu = 1 ha), not the 200,000 ha 
claimed by the Company.38 The 25,000 ha equates to 375,000 mu offorest land.39 This 375,000 
mu needed for the transaction is 75,000 mu in excess of its total contracted holdings and also 
ignores any previous depletions made in the years 2009 or 2008. 

Second, the forest area required for harvest exceeds the total area available in the Lincang region 
under the annual quota of both 2010 and 2011 combined. In China, forest harvests have been 
strictly controlled through a quota system since 2001, with quotas established in the Five-Year 
Plans. The Provincial Forestry Bureaus proposes the quotas to the National Forestry Bureau and 
the State Council, which have approval responsibility. The Provincial Forestry Bureau then 
allocates quotas to the local forestry bureaus. Using the maximum yield estimated by Poyry of 
90m3/ha, the minimum harvest area of25,000 ha required to complete this sale by far exceeds the 
permitted logging quota for the Lincang City (which includes Gengma county) where the 
Company's operations and land holdings are located.40 Our local field work in Lincang and 
Gengma, our calls to the Lincang and Gengma Forestry Bureaus, and open source research all 
confirm that this alleged sale of2,265,000 m3 of Yunnan broadleaf exceed the full available quota 
for natural forest (the classification for hardwood broadleaf) of not just the year 2010, or the two 
years of2010 and 2011 combined, but all of2010, 2011, 2012,2012, 2014, and all of2015! Our 
field agents contact the Lincang Forestry Bureau for re-confirmation of this fact, and the section 
chief there confirmed that the full years quota for each of2009, 2010, and 2011 was 376,000 m3

• 

41 

Yunnan Lincang City Region Annual Quota for Natural Forest(' 10 & 
'11) 376,000 m3 

Years of Quota Req'd to Meet 2010Harvest From 2,265,664 (m3
) 6.02 years 

How Much Forest Did Sino-Forest Forest if Sino-Forest Could Forest Forest? 

Even ifTRE's was able to simultaneous arrange unite a network of provincial traders in five 
surrounding regions, including from major competitors with both forests and local mills and 
plants, such as Yunnan Jinggu, Taixing Forestry, and Shanshui Forestry, around the common goal 
of filling TRE's order, there remain enormous bureaucratic and logistical obstacles. all of which 
could only be achieved through an miracle of political, labor, and logistics worthy ofthe last 
Great Chairman, Chairman Mao. 

Assuming for a second, that all of the requisite plantation rights, logging permits, and 
transportation permits were properly secured, the actual task oflogging still would need to be 
completed. The 2009 Poyry report explained that the typical harvesting practice in China as 
labor-intensive. This is especially so because of the required selective logging required for 
Yunnan broad leaf. Poyry states that, "Trees are typically felled by axe or handsaw, cut to length 

38 See Lincang City, Reply Regarding the Request for Approval D3 (English) 
39 Chinese land is typically measured in Mu (Iii} I hectacre (ha) = 15 mu. 
40 Muddy Waters field research, and Lincang City Forestry Dept., Lincang Quota, See Appendix Cl 
41 Muddy Waters field research, and Lincang City Forestry Dept., Lincang Quota, See Appendix Cl 
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in the forest and then carried to the roadside by hand."42 Additionally, Poyry found that logging 
broadleafin Yunnan would be more expensive than any other region in China because of the 
mountainous terrain and the distances required for carriage of logs to a truckable road.43 In the 
few of the Company's plots that Poyry visited in Yunnan in 2009, its forest description notes 
frequently indicate that the plots which had the best trees with "good form" or "higher stocking 
and standing volume" were either in places that were "remote", "several km from the nearest 
navigable road," or with "slopes [that are] steep up to 35 degrees" making the harvest all the more 
arduous.44 

To understand the sheer magnitude of the task involved, it is important to understand that Yunnan 
is a remote, rugged, mountain province that rises from the mountainous border areas of Burma 
and Laos all the way into the Tibetan Himalayas. Lincang itself is 92% mountainous, with two 
peaks over 3,000 meters (9,000 ft.), Lincang Snow Mountain and Yongde Snow Mountain, and 
its southern border drops down to the banks of the Lancang river (headwaters of the Mekong) in a 
progressive sequence of mountains and valleys.45 In this rugged geography even the less 
mountainous, or "hilly" areas, would make for a difficult harvest. The prospect of harvesting any 
sizeable quantity of logs by hand would be daunting, magnifYing the inefficiency exponentially. 
This brings us to another major hard constraint in this supply chain: logistics. 

If by some miraculous feat ofhuman labor, the Company's army of farmers was able to 
selectively harvest the 2.2 million cubic meters of logs, there is the issue of actually transporting 
all of the wood. The roads through the mountains are dangerous, with switchbacks, steep 
precipices, and even no guard rails in the more remote mountain sections; roads leading into the 
agricultural areas are of a lower quality and often unpaved.46 During the rainy season, which 
lasts from May to October, travel by road is further complicated by mud and occasional 
landslides. According to a local wood trader in Gengma city, Yunnan, the typical load for a small 
truck is about 20m3 and a large truck is 30m3

• Even ifTRE was able to load up all of its trucks 
with 25m3 and 35m3 oflogs per load, somewhere between 65,000 to 90,000 truckloads would 
have been required to make the journey to nearest rail station 200 km (120 miles) away, assuming 
no losses of trucks or logs while navigating the precipices and hairpin tums.47 

In short, unless this sale of2.2 million cubic meters of broad leaf timber from Yunnan was 
fulfilled illegally (in excess of quota and without all of the requisite permits) and accomplished 
with an army of Chinese farmers and shipped out via a secret under-ground train tunnel running 
below the mountains, it either never happened or was grossly over-inflated. 

IV. TRE's $800 Million Yunnan Scam Shows Timber Holdings are Forged 

TRE claims to have purchased, under various master purchase agreements since 2006, timber 
costing $2.891 billion. Smoking gun evidence shows that TRE overstated purchases from the 

42 2009 Poyry report, p. 2llillJ2://www.sinoforest.com/filings.asp 
43 2009 Poyry report, p. 22 hjtp:/fWV0Y,~ii1Qforest<:::omifi!ing$,<!~P 
44 2009, Poyry report, pp. A3-3 to A3-7. http://www.sinoforest.com/filings.asp 
45 Muddy Waters Research field work in Lincang and Gengma. For more information on Lincang city and 
the surrounding regions see: http://www.yunnanadventure.com/YunnanGuide/Lincang-Travel-Guide.html, 
http://www.seeyunnan.net/view.asp?id=224 
46 Blog: h_f1.p:l/u~t::l~sgr<,<l!JY~<!!l.£_QtJllu$l!lt.:~~.Jrt:_ef2011/Q1(ga:ffiai-yunnan.htmJ 
47 Muddy Waters Research Reports by FM and team. 
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Yunnan agent, Gengma Dai and Wa Tribes Autonomous Region Forestry Co. Ltd.48 (also known 
as Gengma Forestry Co. Ltd.- see Appendix 01), which appears to be a legitimate agent, by 
approximately $800 million. 

The value of purchases made under Yunnan master agreement is overstated by approximately 
$800 million. TRE announced in March 2007 that it had entered into a master agreement to 
purchase up to 200,000 hectares of plantation trees in Lincang City, Yunnan Province.49 (Note 
that Gengma County is a sub-division ofLincang City.) 

The SAIC file for TRE's Yunnan entity, Sino-Panel (Gengma) Co. Ltd. and the Lincang City 
Forest Bureau's 2008-2010 Work Completion Reports contain the following documents, which 
we used to understand the real terms of the Yunnan master agreement: 

1) the Approval Letter by the Lincang City Commercial and Business Bureau (11\b j§j 'iX 
((2007)) 68%) (Appendix 02) 

2) the Approval Letter by Lincang City Development and Reform Commission (11\b'JY:.i:& 
f!rJJJ.'jj:_ ((2007)) 234%) (Appendix 03) 
3) the Lincang City's Forest Bureau 2008 Work Completion Report Summary and 2009 
Work Leads (11\b;ft:'JY:. [2009] 1 %)(Appendix 04) 
4) the Lincang City's Forest Bureau 2009 Work Completion Report Summary and 2010 
Work Leads (11\b;ft:'JY:. [2010] 1 %)(Appendix 05) 
5) the Lincang City Forest Bureau's 2010 Half Year Work Completion Report and 
Planning for the Second Half. (Appendix 06) 

48 This is the agent that TRE refers to as the Gengma Dai and Wa Tribes Autonomous Region Forestry 
Company in its March 2007 announcement of the master agreement. 
49 See Sino-Forest website. 
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The approval letters state that TRE has entered into an agreement to acquire 6,667 ha (300,000 
mu) of forest plantation in Lincang City. TRE acquired 75,000 mu in 2007 from Gengma 
Forestry Co. Ltd. The Yunnan agent told us that after TRE completed this purchase, it helped 
TRE acquire another 13,333 ha (200,000 mu) in the nearby Lincang counties ofMengding and 
Cangyuan. Below is a photo of the agent's office that our field agent took. 

Lest there be any doubt that the approvals omitted the other 160,000 ha that TRE claims is 
covered under the agreement, information about the local economy and forest industry make it 
clear that TRE did not enter into agreements to acquire such a large amount of forest, and at such 
a high per unit price. 

The 2008 Work Completion Report states that Lincang City's forest industry output was 
approximately $380 million (RMB 2.6 billion). The report also states that the forestry business 
received only $32 million in foreign investment in 2008. TRE would have represented 80% of 
the forestry GDP for the entire city -let alone county. It would have invested approximately 
substantially more than the city reports in foreign investment in the industry. (Again, their main 
operation is in Gengma county, which is a sub-division ofthe city.) In the 2009 Report, the 
industry output reached approximately $440 million for the entire city. More interestingly, the 
report states that the city only issued forest rights concessions of267 ha (4,000 mu) for the year. 
The 2010 semi-annual report states that as of2010, Lincang City had issued forest rights 
concessions of 45,526 ha, valued at approximately $50 million. From these numbers, we can see 
that TRE is overstating the per hectare cost by about four times. Below is the calculation based 
on Lincang City's numbers: 
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$50 million I 45,526 ha = $1,098 per ha 

vs. 

TRE's claimed purchase price of $4,865 per ha. 

The sheer scale ofTRE's claims regarding its Lincang City, Yunnan transaction contradict reality. 
The Bureau of Statistics ofLincang stated the GDP ofLincang City was $3.1 billion in 2010 
(Appendix D7). This contract alone would have caused local GDP to grow to four billion dollars, 
making Lincang the next Shenzhen in terms of growth rate. 

From our fieldwork, we were told that Gengma County's 2010 total GDP was only $475 million. 
IfTRE were to be believed, it would have been the vast majority of the entire economy of the 
county. 

Further, we made calls to a local wood product manufacturer that appears to be one of the larger 
such companies in the area. He is familiar with TRE, and stated that he believes TRE purchased 
about 150,000 mu of plantation forest, which is in line with the documents we obtained. We 
spoke with a local official at the Gengma County Forestry Bureau who stated that TRE purchased 
50,000 to 60,000 mu of forest. This range is a decent bit lower than the amount stated in the 
documents. The constant throughout is that the measurement unit is mu (again 6. 7% of a hectare). 

By all indications, the Yunnan agent is a legitimate agent. At least it is the only agent with a 
relevant scope of business. Its scope of business includes "wood and wood product purchasing, 
processing, and sales; forestry and forestry-related product planting, purchasing, processing, and 
sales; specialized economic forestry and wood project development and construction& " ("*U 
R*U~~~~-~I.mW: #ftR#~~~~M.~~-~I.mW: ~~~m#* 
Ri!JU ~1~~±thJ!W:.fDJ.00 § 7fbt& ") 

V. TRE's Dodgy Timber Agents 

Four Other Agents are Highly Unlikely to Have Sold the $2.9 Billion TRE Claims to Have Bought 

Four other agents are highly unlikely to have sold anything close to TRE's claim of a combined 
$2.9 billion. These agents, which would be among the largest private businesses in their locales, 
generally operated out of apartments while purportedly each doing annual revenue in the 
hundreds of millions from TRE alone. Two of these agents are managed by a senior TRE 
executive, Lam Hon Chiu. 

TRE does not disclose the Chinese translations of its agents' names. We obtained the Chinese 
names from PRC audit reports (contained in the SAIC files) of various TRE subsidiaries. We 
show the various audit report pages with the agents' names in Appendix El. We did not obtain 
the Hunan agent's SAIC file in time for this report, and we did not find the Chinese name for the 
Guizhou agent. 
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Guangxi agent: Zhanjiang Bo Hu Wood Co. Ltd. (~ri1W!lE-*2&;ff~JZ0'§]) 

TRE claims to have entered into a master agreement in December 2007 under which (as of 
December 31, 2010) it has purchased 150,000 ha of plantation for $646.6 million. We are 
skeptical for the following reasons: 

• 

• 

• 

• 

• 

Bo Hu was incorporated only one month before TRE entered into this massive contract. 
See the business license in Appendix E2. 
Bo Hu was thinly capitalized at the time of entering into the agreement- its registered 
capital was only $135,000 (RMB one million) at the time. Obviously Bo Hu was not 
extending any credit to TRE for the tens of millions of dollars in timber purchases it was 
likely making at a given time. 
Bo Hu's scope of business does not include anything related to forest agency (unlike the 
Yunnan agent supra). Its scope ofbusiness at the time of purportedly entering into the 
agreement was "wood products, plywood, glues, paper products, and decoration material 
(*$1Jr\1, ~if:fR, ~J.K, ~~$Jjr\1, ~t1JJ*H4). Bo Hu did not add attempt to anything 
relevant to forest agency until September 23, 2008. See the application to change the 
scope of business in Appendix E2. 
Bo Hu is incorporated in Guangdong province, and would likely have substantial tax 
issues operating in Guangxi province (due to incessant competition among tax authorities 
in China). Further, all companies dealing with wood products must have a wood product 
permit issued by the forestry bureaus within the provincial jurisdiction. Bo Hu's license 
is for Guangdong- not Guangxi. See Appendix E3. 
While purportedly generating hundreds of millions of dollars in annual revenue, Bo Hu' s 
office was in an apartment building in this apartment complex from August 2008 through 
sometime in 2009: 
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How many $200 million companies are in this apartment complex? 

Bo Hu's current office is now in a proper office building, but the high level of security is 
unusual. On the ground floor, our researcher was stopped by security guards who seemed 
very cautious and alert. They questioned our researcher regarding why he was there. He 
was only permitted to enter the building after convincing the guards he had an 
appointment with Bo Hu's vice president of sales, Mr. Xu. There was yet another 
security guard stationed outside Bo Hu's office door on the second floor. This type of 
security around an office of this size is highly irregular in China. 
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• 

• 

• 

• 

• 

• 

We spoke with a Mr. Xu, who is the vice president of sales for Bo Hu. He is certain that 
Bo Hu does not deal in Guangxi plantations. Mr. Xu did say however that Bo Hu is a 
customer of Sino-Panel (one ofTRE's subsidiaries), and has been buying plywood from 
it since summer 2010 in volumes less than $1.5 million annually. 

Bo Hu's audit report shows that it has made substantial payments to TRE entities, 
including an undisclosed subsidiary. (See Appendix E4 & E5.) As we discuss infra in 
Glimpses of How TRE Steals the Money, we believe that some of these entities may be 
tunnels through which TRE steals investor funds. 

Bo Hu's 2008 audit report shows revenue of approximately $37,000 (RMB 250,189)
for the sake of clarity, that is thirty-seven thousand dollars. See Appendix E6. It is 
inconceivable to us that Bo Hu would be able to understate its revenue by over $200 
million (or 99.9%)- at over $200 million in annual revenue, Bo Hu would be one of the 
larger privately-owned businesses in Zhanjiang. It would not be able to avoid booking so 
much revenue, in which case the revenue in the audit report would reflect much larger 
amounts. 

Fujian Agent 

Zhangzhou Lu Sheng Forestry Development Company Limited (~fH~~:f,t~£~:fH.N 

1}q}) was incorporated on Nov. 19,2007 (Appendix E7),just nine months before TRE 
entered an approximately one billion dollar (RMB seven billion) master contract with it. 

The registered capital was only $78,000 (RMB 550,000) (Appendix E7) . 

The registered address was at Floor 1, No.7 Xibian Hongyang New Village (Orchid 
Garden), Shan Cheng Village, Nanjing County (f¥Jrn-H-LiJ~~~ill'*?$t'Y:ft (~:ffi!ZN 

) 7% 1 Jfr) until November 29, 2010 (Appendix ElO). This address is the personal 
residential address of Mr. Wang Rui Mei (Appendix E8), who is also listed on the SAIC 
filings to be the legal representative, executive director, supervisor, and manager of the 
company (Appendix Ell). 
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Image 10 No 7 Orchid Garden 

• 

• 

A copy of the master agreement signed by TRE and Zhangzhou Lusheng was found in 
the Sino-Panel (Fujian)'s SAIC files (Appendix E9a-E9g). It is a contract with a total of 
seven pages with no terms regarding liability - it seems to be an unlikely billion dollar 
contract. Interestingly, the contract stated that as ofthe time signing the contact Lusheng 
has already been authorized by the owners of200,000 Ha of the forests in Fujian to act on 
their behalf. However, Lusheng did not have any wood or forestry related license at the 
time it entered into the contract. 

We sent a team of field agents to visit Zhangzhou Lush eng in Fujian. Our agents located 
the new registered address at 51

h Floor, Jiamao Honey Industry, No 362 Construction 
Road, Shancheng Town, Nanjing County (l'fiim.§Lll~lli9:M 362 %~W~~j(1Jl5 
~)o 
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Field enquiries confirmed that Zhangzhou Lusheng operates at the address on the 5th 
floor. There are four desks in Zhangzhou Lusheng's office, which appeared to be 
approximately 180m2 with 5-6 employees in the office at the time of visit. This implies 
that Lusheng has an extremely efficient computer system (given that it processes so much 
money and so many payments with a small stat1). 
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• 

• 

• 

• 

Our researcher paid a visit to the Nanjing County Forestry Bureau and spoke with the 
Unit Head Mr. Ma there. Mr. Ma claimed that he has not heard about Zhangzhou 
Lusheng nor has he heard of Wang Rui Mei. 

Jiangxi Zhonggan 
This agent is a related party. The legal representative and President of this company is 
TRE executive vice president, Lam Hong Chiu. 

Jiangxi Zhonggan Industrial Development Company Ltd ("Zhonggan")riWr:j:l~~~£ 
M:ff~.IZ0EJ was incorporated on January 28, 2009 just five months before TRE entered 
into an approximately $700 million contract on June 16, 2009. See the business license in 
Appendix BB2. 

o Yun County Electronic Paper (53;-H,~ -1-1&), an online newspaper operated by 
the Yun County local government (r:j:l::J::t:ji;.H,~53;-H,A.a':ll)Off:±V:J-), published 
an article naming Lam Hon Chiu as the general manager of Hong Kong Sino
Panel Company who has visited Yun County with government officials on July 
23rd, 2010. http://61.166.10.99:8011/Qnews.asp?ID=5340&QID=l837 
(Appendix El2) 

o Dongkou County Hunan, an online article published on Dongkou County 
government website stated that on Feburary 5, 2007, the county government met 
with the top management of Canadian Sino-Forest Group including Chairman 
Allen Chan (~.*1~i!!), VP Ye Han Xiang (nt~t'f) and VP Lam Hon Chiu (:1>t5X 
llJ)at Changsha discussing the possibility of investment in Dongkou County. 
http:l/dongkou.mofcom.gov.cn/column/print.shtml?/zhongyaozt/200707/2007070 
4898019 (Appendix E13) 

o Qiqihaer City Heilongjiang, an online article published on June 20, 2006 on the 
Qiqihaer city's government website stated that the Qiqihaer government official 
met with the VP of Sino-wood (Asia) Limited Lam Hon Chiu Cf*5XliJ) on their 
trip to Hong Kong to discuss investment in Qiqihaer City. 
http://www .qqhrmofcom.gov .en/index. php3 ?file=detail. php3&kdir=2200 134&no 
wdir=2030157&id=830707&detail=l (Appendix E14) 

o On one of the company listing website http://www.bldg
materials.eom.hk/master.php?keyword=l854listed Lam Hon Chiu as the Senior 
Manager of Sino-Panel (Asia) Limited. (Appendix El5) 

Jiangxi Zhonggan is clearly a related party related party. 

Jiangxi Zhonggan is a joint-venture incorporated by Hong Kong China Square Industrial 
Ltd.1!f~rp OO:I;JJ~~:ff~!Z0EJ (China Square) and Nanchang Tongdasheng Industrial 

Company Ltd. J¥i ~ rnim3t&£~~:ff~!Z0EJ (Tongdasheng) with a total register capital 
ofUSD 5 million with USD 4 million by China Square and USD 1 million by 
Tongdasheng. 
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• 

• 

• 

• 

----------------------------------

China Square is a company registered in both Hong Kong and BVI with Lam Hon Chiu 
as its legal representative, it seems to be a shadow actor on TRE's behalf to setup 
undisclosed but related subsidiaries in China. 
By looking at the SAIC file of Jiangxi Zhonggan's Chinese partner Nanchang 
Tongdasheng, we don't see any reason for its existence except that TRE needs a Chinese 
name to legally register a joint venture as its agent in Jiangxi. Tongdasheng was 
incorporated November 3rd, 2006, with a registered capital of 500,000 RMB. The 
registered address is a fishing village near Nanchang city l¥i ~ rrJ"l§m!IK~E::fM~~~H. 
The business scope is Domestic Trading 00 1*1 Tfi. £ (Appendix E 16). According to the 
2009 Annual Check Report in the SAIC files that the revenue ofTongdasheng for 2009 is 
USD 14,909.84 (RMB 104,368.93) with a net profit ofUSD 326.58 (RMB 2,286.07). It 
is nearly impossible for such a company to invest on its own with USD 1 million to setup 
Jiangxi Zhonggan with China Square unless someone else is "funding" the amount. 
Below is of the address ofNa.~:::;:~!'/?. TonJgdatsht!ng 
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The 2008 and 2009 Jiangxi Zhonggang's audit report shows numerous large transactions between 
the Company, TRE, and other parties. However, none of these transaction is forestry related. 

VI. The Capital Hole 

Chinese government records show a capital hole that makes claimed timber purchases impossible. 

China imposes capital controls that ensure there are records of significant movements of foreign 
currency into China. From TRE's PRC company SAIC files, it is clear that TRE's cash needs in 
China outstrip the capital it has contributed to its China operations by at least $3 77 million, and 
possibly quite more. China's capital controls prevent TRE from funding its operations from 
outside of the PRC by purchasing trees through payment of foreign currency. 

When an existing PRC company wants to bring foreign currency into China as investment in the 
business, it applies to the Ministry of Commerce, the State Administration of Foreign Exchange, 
and the State Administration oflndustry and Commerce ("SAIC"). Once the authorities approve 
the application, the company may bring in the approved amount of foreign currency. When an 
investor forms a new foreign-owned company, it must specify foreign currency it will invest. 
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The authorities will review the entire establishment application, including the portion requesting 
the right to bring foreign currency into China. 5° 

A given company's SAIC file shows records current within a few months of all applications for 
injecting equity capital. Further, PRC law requires equity capital injections to be verified by PRC 
licensed accountants. The amount of debt a company can borrow is limited by law, and SAIC 
records reflect the amount of money that a company is approved to borrow from offshore. 
However, debt injections are not recorded in SAIC files. We totaled up all ofTRE's actual equity 
injections and approved debt injections (again, the debt capital is not verified, but we gave TRE 
the benefit of the doubt), and the amount of capital that went into TRE's PRC operations is only 
$1.213 billion since 1994. Its investments were $1.7 billion larger than its operating cash flow 
during this period. (Note that these figures also exclude the need for operating cash.) Therefore, 
TRE has a capital hole of $3 77 million to $922 million. It could not have purchased the trees it 
claims to have. 

(USD millions) 

OCF 
CapEx - Disposals 
Total ST Borrowings incl. Repayments 

Onshore Capital Need 
Capital Contributed - High 
Capital Contributed - Low 

3,308 
5,058 

160 

1,590 
1,213 

668 

Cash flow numbersfrom Bloomberg. To be conservative, we assumed that all short-term 
borrowings were onshore. 

TRE could not have funded its business with foreign currency. If TRE were going to pay the 
supplier in foreign currency, it would be illegal unless the goods sold were for export. Because 
the investments are not for export out of the PRC, the sellers would not be able to obtain customs 
declarations. Large amounts of foreign currency hitting the sellers' bank accounts without 
accompanying customs declarations would be quite risky for the sellers just on a one-time basis
such a transaction could lead to inability to convert the currency, and issues with the customs and 
tax bureaus. We do not believe that TRE found suppliers willing to engage in transactions with 
such large risks throughout its 16-year reporting history. Therefore TRE could not have made 
these investments by paying the sellers in foreign currency in the PRC. 

TRE's agents under the master purchase agreements are thinly capitalized (see infra TRE's 
Dodgy Timber Agents). They could not have each funded hundreds of millions of dollars in 
undocumented currency swaps done through offshore bank accounts. 

5° For more on how China's currency controls work, see Collins, Robert and Block, Carson "Doing 
Business in China for Dummies" (Wiley 2007), chapter 9. 
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TRE's only means of funding these investments would have been by injecting investment capital 
into its own PRC companies, which it did not do in sufficient amounts. Therefore, TRE's 
claimed investments and revenues are fraudulent. 

VII. TRE's Manipulation ofPoyry Reports 

TRE's abuse ofPoyry's name is well-illustrated by a recent statement that TRE CFO David 
Horsley made at the annual shareholders' meeting on May 30, 2011 that Poyry teams spend "four 
to six personal weeks" in the field evaluating TRE's holdings. On a June 1, 2011 call the 
statement was clarified to mean that a team of four people each spends six days in the field, so 
that the total approximates six man-weeks of work. (Amusingly reminiscent of Bill Clinton's "I 
did not have sexual relations" comment.) 

Since 2003 Poyry (Beijing) and its Shanghai branch have been engaged to conduct reviews of 
TRE's operations and value its assets; however, Poyry's purpose is only to estimate the market 
value of the forest assets based on information provided by TRE, and not to perform due 
diligence or confirm the ownership of the forest areas. 51 In numerous locations throughout the 
reports, Poyry adds disclaimers, stating: 

• 

• 

Poyry has not viewed any of the contracts relating to forest land-use rights, cutting rights, 
or forest asset purchases 52 

It is important to understand that this is not a confirmation of forest ownership, but rather 
a verification of the mapped and recorded areas of stocker forest. 53 

However, despite a generally favorable report, Poyry nevertheless cannot hold back a degree of 
astonishment at TRE's unusual trading practices, describing in the reports opening paragraphs 
that TRE's forest holdings are "dynamic" (emphasis provided by Poyry).54 Poyry states, "Unlike 
most forest owners and managers, Sino-Forest actively trades in forests. Each year the company 
both sells and buys forests, and accordingly the composition of the forest estate changes much 
more than for a business that is simply managing and harvesting a more static resource."55 This 
fact greatly complicates its inspection and valuation process as "the composition of Sino-Forest's 
estate can change quite significantly from one year to the next."56 

Certainly such dynamic trading complicates inspection and verification activities, as it is 
tantamount to a giant shell game. With a maximum of only 53% of existing 2008 forest being 
carried over into 2009,57 it is easy to disclaim any specific accusation oflack of forest rights 
ownership in any given plot or region. 

51 Conference call, June 1, 2011, Poyry valuation discussion. 
52 2009 Poyry, Sino-Forest Corporation Valuation of China Forest Assets as at 31 December 2009, Final 
Report, 23 April2010 Rev. 03, p. iv http://www.sinoforest.com/filings.asp 
53 2009 Poyry, p. 12 
54 Poyry, Sino-Forest Corporation Valuation of China Forest Assets as at 31 December 2009, Final Report, 
23 April2010 Rev. 03, p. vi & 8 
55 Poyry, Sino-Forest Corporation Valuation of China Forest Assets as at 31 December 2009, Final Report, 
23 April2010 Rev. 03, p. vi & 8 
56 Poyry, Sino-Forest Corporation Valuation of China Forest Assets as at 31 December 2009, Final Report, 
23 April2010 Rev. 03, p. 8 
57 2009 Poyry report, Valuation of China Forest Crop Assets As at 31 December 2009, 23 April 2010, Rev 
03, www.sinoforest.com/filing.asp, p. 8 
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In introducing its methodology for assessing risk into the discount rate calculation, 2009 Poyry 
explains that the valuation of forest crop assets faces challenges, including: 

• 
• 
• 

The reliability of forest descriptions 
The accuracy of yield prediction 
Achieving high growth rates in a consistent manner58 

The Poyry report explains that its review of forest land holdings consisted of selecting 66 cluster 
maps that represented only 1,611 ha of forest, or only about 0.3% ofTRE's claimed 491,000 ha. 59 

During the June 1, 2011 conference call, Poyry revealed that the figure for the 2010 assessment 
was only 0.1% of estate holdings due to the substantial increases in newly acquired plantations. 
Poyry further reveals that current yield tables for these forests have not been properly 
established.60 Poyry has performed some field studies and collected sample data from various 
plots, but its statistical analysis comes with the caveat that "in comparison with most other 
forests, the large Sino-Forest estate is significantly under-sampled for growth and yield 
purposes."61 In short, due to the poor quality of data and documentation on the forest plot, until 
there is an opportunity to both verify the forest's physical characteristics and use satellite imagery 
on all forest claims, that the sample sizes are too small to establish significance. Poyry and all 
investors then can only take TREat its word that the remaining 99.9% of its purported holdings 
are accurate in terms of their size, yield, and composition. 

Do You Think a 2.5% Risk Premium on TRE' s Discount Rate for W ACC Seems a Little Low? 

Poyry's 2009 report includes an appendix detailing the calculation method for the discount rate, 
WACC, and CAPM; wherein the consultant, Dr. Mardsen, from the University of Auckland's 
Dept. of Accounting and Finance of the School of Business, provides details on formulas used to 
value a generic forest asset in the China. Dr. Mardsen repeatedly emphasizes the need to keep in 
mind the additional risk associated with developing markets, such as capital controls, political 
instability, corruption, poor accounting and managerial controls, an uncertain legal framework 
and lack of protection of investor property rights; and factor a premium onto the discount rate of 
the cost of capital, stating: 62 

In China and in emerging markets the level of corporate governance may vary 
significantly between companies. Corporate governance is important as it provides 
mechanisms whereby outside investors can protect themselves against expropriation by 
insiders. Corporate governance can impact on the risks that outside investors may face in 
respect of any expropriation of assets. These factors together with the size and other 
market frictions may warrant an adjustment to the cash flow expectations and/or an 

58 Poyry, Sino-Forest Corporation Valuation of China Forest Assets as at 3I December 2009, Final Report, 
23 April20IO Rev. 03, p. 55 
59 Poyry, Sino-Forest Corporation Valuation of China Forest Assets as at 3I December 2009, Final Report, 
23 April2010 Rev. 03, p. II 
60 Poyry, Sino-Forest Corporation Valuation of China Forest Assets as at 3I December 2009, Final Report, 
23 April20IO Rev. 03, p. I7 
61 Poyry, Sino-Forest Corporation Valuation of China Forest Assets as at 3I December 2009, Final Report, 
23 April2010 Rev. 03, p. 17 
62 2009 Poyry Report Appendix: Uniservices, Investment Appraisal for Forest Investment in China, 5 Jan 
2010. P. 5 
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increment to the cost of capital for the forest if investors' property rights are not clearly 
defined. Where control is not obtained a minority discount and I or illiquidity discount 
many apply. 63 

Dr. Marsden calculates the real pre-corporate tax WACC range ofbetween 7.1% to 12.8%. 
Poyry then selected the current 8.5% to 9.0% discount rates in New Zeeland and adds a 2.5% to 
3.0% resulting in a discount rate of 11.5%, providing for the 2006 pre-tax cash flow valuation of 
TRE's assets at $2,297.5 million USD as ofDecember 31,2010.64 But, Dr. Marsden closes with 
a note and a warning: 

If significant corporate governance and agency cost issues between insides and outside 
investors arise (e.g. from lack of transparency, possible risk of expropriation of assets, 
restrictions of remittance of profits, or exchange rate control), the use of cost of capital at 
the upper end of our range may be warranted.65 

It begs the question; if evidence of systemic and comprehensive fraud and illegal activity is 
discovered in the Company from inception, throughout its operating history, and into the present, 
by how much would the discount rate need to be adjusted? 

63 2009 Poyry, P. 4, 5 
64 2009 Poyry, p. vi; 58; 2009 Poyry Report Appendix: Uniservices, Investment Appraisal for Forest 
Investment in China, 5 Jan 2010. P. 23. 
65 2009 Poyry Report Appendix: Uniservices, Investment Appraisal for Forest Investment in China, 5 Jan 
2010. P. 23 
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VIII. Egregiously Complex and Opaque Offshore Structure 

In TRE's 2010 annual information form, it discloses that it has at least 20 British Virgin Island ("BVI") entities. As a recent South China Morning 
Post article points out, BVI is the favorite domicile of Chinese seeking opacity. There is no public shareholder registry, and there are no 
requirements to file tax returns. TRE no longer discloses its organizational chart, but the last one it made available in an annual information 
statement is from 2007- see below. This structure is highly opaque, and in our view, unnecessary for legitimate business purposes. It is not a tax
optimized structure either due to direct ownership ofPRC entities by BVI subsidiaries. (Dividends remitted to Hong Kong holding companies are 
taxed at a lower rate than dividends to BVI owners.) We therefore pose the following question to TRE's management (given its emphasis on its 
transparency): "Why have you structured the business in this way?" 



IX. Suspicious Bank Document 

Suspicious Bank Document. 

The following bank letter appears to be written on behalf of Sino-Wood Partners, Ltd. We found 
it in incorporation applications in the SAIC files for four ofMandra's entities. TRE, which now 
owns 100% ofMandra, was a founding shareholder ofMandra with a 15% stake. Sino-Wood 
was the entity that was reverse merged into the public shell to make TRE a public company. It 
had been expected to IPO in 2003, but the IPO was unexpectedly canceled. 
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HSBC~ 
PRlV ATE& CONJfiDENTIAL 

CMB TSD Divisi.onB 
.. 

Rt:leviiDt .App:oval Ailthl;nities and.Admiuisti'atkm 
Authori!iea for~ & Commen:e 

Dear Sits 

Re:MANJ?RAFORESTRYANHU1I...IMpE> 

At 1he request of Sino-Wood Bartners,Limited(the "Companyj,we have pleasure in 
advising that the Company bas main1ained an active and satisfactorily conducted current 
accoont with llS.Generai banking mcilities to the extc:nt ofHKD medium eight figures have 
been gnnrtW. to the Company on an unsecured basis. For the past twelve :moirths, we have 
haneled their import/export bills business with satis.filctory results. We consider the 
Company is good fur nciinal business engagement 

1m aforesaidinfurmarionis given in strict com:fidence and without any 
responsibility ,howsoever arising. on the part of the Bank or any of its officers. 

Yours faithfully 

(\ 



X. Shoddy Corporate Governance 

Internally, TREs fraud was enabled by poor corporate governance. The corporate governance 
issues include the following: 

• 

• 

• 
• 

• 

• 

• 

TRE's board appears to be the retirement plan for partners of its auditor, Ernst & Young . 
It currently has five directors on its board from E& Y. We believe that such a clubby 
atmosphere can dull the auditors' ability to perceive problems. 
We are bothered by senior management's practice of paying its salary via fees to a 
consulting firm- this is inappropriate for a public company with a multi-billion dollar 
market capitalization. More disturbing is senior management's C$12 million buyout of 
its own shares in subsidiary with investor funds. (The subsidiary's planned 2003 IPO 
was unexpectedly canceled.) 
TRE failed to disclose a 2003 petition to wind it up at the listed company level. 
TRE has failed its internal control test. The 2010 failure is due to senior management 
personally handling settlement of accounts receivable and accounts payable. This is 
particularly troublesome because the notes to TRE's financial statements appear to state 
that the majority ofTRE's receivables from its accounts receivable are paid by TRE's 
Als to TREs agents to pay off timber purchases. If our reading is accurate, then a 
substantial portion ofTRE's purported revenue would not even be expected to hit its 
bank account, thereby making the fraud substantially easier to carry out. 

XI. Glimpses of How TRE Steals the Money 

From reviewing TRE and the "Agent's"' annual inspection and audit reports from the 
SAIC files, it seems that the agents mainly serve as a tunnel to move money for TRE. 
These agents generally report little to no revenue or profit, and pay little to no tax . 
However, they have balance sheets orders of magnitude the sizes of their revenues. The 
balance sheets mainly consist of receivables from TRE entities, and disturbingly, 
payables to TRE entities. 
Both Yunnan and Guangxi agents are sending a large amount ofmonev to TRE's 
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2009 Zhanjiang Bohu Jiangxi Zhonggan 

Mtrittm rTggt:p~ 

Revenue ¥58,516,200.00 
Tax Paid ¥0.00 
Profit Not Available ¥42,528,626.48 
Total Assets (Year End) ¥619,731,395.86 
Total Debts (Year End) ¥543,260,074.78 

Bohu's 2008 Transactions (TRE entities are highlighted) (Appendix E4 and E5) 

Bohu 2008 

Prepayments Made 
[~ao~mgiJi~d1'g(~} 
f{iilB'lia~~:tJ~~5 
~-gXi~Jt~1. erill~ 

Other Account Receivable 

§i!l~~Panel (TRE) 
Guangxi Dacheng 

Xuwen Hengdong 
Guangxi Bohu 

Beihai Real Estate 
Zhanjiang Tianxiang 

Zhanjiang Tianlun 
Leizhou Bangsheng 
Leizhou Hengfu 

Other 

Y~~B-lm 
~mam 
¥mW&~ 

&5Xf&~ 
)gg:;k!JX 

~f&lt![* 
)"g§"p!JJ]E 

~t#iJm±tHF 
r&ri.:;R~ 

r&ri.:;Rf~ 

~J'i'if~~ 
~J'i'lt![fi 

JtE 

¥105,000,000.10 

¥38 661' ·~'Mt~ 00 .1 .. '~~ ,J.t~, ' 

¥15,000,000.00 
¥7,610,000.00 
¥3,200,000.00 

¥27,813,100.00 
¥25,450,000.00 

¥19,000,000.00 
¥40,000,000.00 
¥1,897,777.11 

¥1,009,563.51 

Gengma Forestry 
Ifj(l?J;j;t~ 

¥455,400.00 
¥122,757.00 

(¥1,199,609.00) 
¥121,465,482.00 
¥120,338,833.00 



---------------------------------

Bohu has an account payable ofRMB 327.8 million to six companies. Four of the six companies 
are Sino-Panel Subsidiaries. The fifth company Huaihua Yuda is an undisclosed TRE subsidiary 
that has been receiving massive amounts of money from TRE's subsidiaries. The last company 
listed is Guangxi Bobai Forestry, which is supposed to be a partner forestry company in Guangxi; 
however, but the amount owed RMB 2.09 ($0.30) pales in comparison. 

Jiangxi Zhonggan (an undisclosed related party) plays the same games. Its 2009 audit report 
shows that it had received a prepayment ofRMB 448.6 million from Sino Panel China 
(Investment) Company Ltd. In the same year, it made a prepayment ofRMB 212.0 million to 
Harbin Oubangde Economic and Trading Co. Ltd., a trading company in Harbin, whose business 
has nothing to do with acquiring forests in Jiangxi Province. According to the audit report, 
Jiangxi Zhonggang has dealt with more trading companies than forestry companies. (Appendix 
K3 and K4) 

The same is true for Gengma Forestry (a mostly legitimate agent). Its revenue has been declining 
since it entered into the master agreement with TRE. The revenue was RMB 3.6 million in 2007, 
and declined to RMB 160,000 RMB in 2008 and RMB 455,400 in 2009. The assets and debts are 
787 times 2008 revenue, and 266 times 2009 revenue. Although it really does broker forests, it 
appears to be helping TRE in some way beside acquiring forest. 

TRE has a significant undisclosed subsidiary, Huaihua Yuda Wood Company Ltd. ('tf1l::rfrili* 
~::fH.!Z0'51). Huaihua Yuda has taken massive amount from TRE's subsidiaries, but its 
existence was never disclosed. In 2007, Huaihua Yuda received a prepayment ofRMB 92.0 
million from Sino Panel (Hezhou) and another payment ofRMB 81.0 million from Sino Panel 
(Gengma). (Appendix K5 and K6) According to our research from two government websites, 
Huaihua Yuda is a subsidiary ofTRE. 

XII. The Multi-Billion Dollar Ponzi Scheme 

Sino Forest to date has raised over $3.05 billion from the capital markets and has not paid a cent 
back from free cash flow. nor has it paid a dividend. 
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an acquisition pipeline, TRE cannot justify raising capital from new investors. Without new 
investors, it cannot repay old investors, and would fall apart. 

As expected, TRE is still talking about a large acquisition pipeline for 2011. 



This is Exhibit "D" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 2nd day of April, 
2012. 
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PLAINTIFFS' LITIGATION PLAN 

CLASS COUNSEL 

1. The plaintiffs have retained Siskinds LLP and Koskie Minsky LLP ("Class Counsel") to 

prosecute this class action. Class Counsel has the requisite knowledge, skill, experience, 

and resources to prosecute the action to resolution. 

2. The U.S. law firm of Kessler Topaz Meltzer & Check, LLP ("Kessler Topaz") has also 

been retained to assist in this matter. Kessler Topaz, by virtue of its extensive experience 

and accomplishments in securities class actions, can assist on a wide arrange of issues 

including the selection of appropriate consulting or testifying experts, an assessment of 

class damages, the review and analysis of documentary evidence produced in the 

litigation and the preparation of witnesses or counsel for cross-examinations or 

examinations for discovery. Kessler Topaz will also provide assistance with any U.S. law 

that may apply to the claims of some or all U.S. resident class members. Kessler Topaz 

will not provide advice as to Canadian law or procedure, nor will they be conducting 

cross-examinations or making Court appearances in this action. 

THE COMPOSITION OF THE CLASS 

3. The plaintiffs seek to represent the Class, consisting of: 

All persons and entities, wherever they may reside, who acquired 
Sino-Forest Corporation common shares, notes or other securities, 
as defined in the Securities Act, R.S.O. 1990, c. S.5 ("OSA"), 
during the period from and including March 19, 2007 to and 
including June 2, 2011: 

(a) by distribution in Canada or on the Toronto Stock 
Exchange or other secondary market in Canada, which 
includes securities acquired over-the-counter; or 

(b) who are resident of Canada or were resident of Canada 
at the time of acquisition and who acquired Sino-Forest 
Corporation's securities outside of Canada, 
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excluding the defendants, their past and present subsidiaries, 
affiliates, officers, directors, senior employees, partners, legal 
representatives, heirs, predecessors, successors and assigns, and 
any individual who is a member of the immediate family of an 
individual defendant. 

REPORTING AND COMMUNICATION 

4. Class Counsel has posted information about the nature and status of this action on their 

websites.1 That information will be updated regularly. Copies of important, publicly 

available court documents, court decisions, notices, documentation and other information 

relating to the action are or will be accessible from the websites. 

5. The websites also: 

(a) contain a communication webpage, a feature that permits putative Class 
Members to submit inquiries to Class Counsel, who will promptly 
respond; 

(b) list a toll-free telephone direct dial number, permitting putative Class 
Members to make inquiries to a live person. 

DOCUMENT MANAGEMENT 

6. Class Counsel will use data management systems to organize, code and manage the 

documents produced by the defendants and all relevant documents in the plaintiffs' 

possession. Class Counsel will seek the agreement of defendants' counsel to facilitate the 

electronic exchange of documents. 

LITIGATION SCHEDULE 

7. The plaintiffs have brought a motion seeking leave to amend the statement of claim to 

advance the cause of action available under Part XXIII. I of the OSA and the equivalent 

securities legislation in other provinces of Canada. 

1 <http://www .kmlaw .cal sinoforestclassaction> 
<http://www .classaction.ca! classaction-ca!master-page/actions/Securities/Current-Actions/Sino-Forest-Corp-.aspx> 
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8. The leave motion is scheduled for the same hearing date as the certification motion. 

9. After disposition of the leave motion and the certification motion, absent agreement 

among counsel, the plaintiffs will ask the court to set a litigation schedule for the 

remaining steps in the action. The plaintiffs may ask from time to time that the litigation 

schedule be amended. 

NOTICE PURSUANT TO SECTION 138.9 OF THE OSA 

10. In the event that leave is granted by the court under Part XXIII .I of the OSA, then, 

pursuant to section 138.9 of the OSA, the plaintiffs will: 

(a) promptly issue a news release disclosing that leave has been granted to 
commence an action under Part XXIII.1; 

(b) send a written notice to the Ontario Securities Commission within seven 
days, together with a copy of the news release; and 

(c) send a copy of the statement of claim, as filed, to the Ontario Securities 
Commission. 

11. The plaintiffs will also put a copy of the news release and leave decision of the court on 

the websites of Class Counsel. 

12. Prior to the issuance of that notice, the plaintiffs will bring a motion for an order 

approving the form, content and manner of distribution of the section 138.9 notice, and 

requiring the defendants to pay the costs thereof. In the event that the court does not 

order the defendants to pay those costs, then the plaintiffs will issue that notice at their 

own expense, reserving their right to seek recovery of these costs from the defendants by 

order of the judge presiding at the trial of the common issues. 
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NOTICE OF CERTIFICATION OF THE ACTION AS A CLASS PROCEEDING AND 
THE OPT -OUT PROCEDURE 

13. If the action is certified as a class proceeding, the plaintiffs propose that a notice advising 

of the certification be circulated to advise class members, among other things, that: 

(a) the court certified the action as a class proceeding; 

(b) a person may only opt out of the class proceeding by sending a written 
election to opt out to the recipient designated by the court before a date 
fixed by the court; 

(c) a person may not opt out of the class proceeding after the date fixed by the 
court; and 

(d) if the common issues are resolved in favour of the class members, 
claimants may be required to file a claim and submit documentation to a 
designated person in order to be entitled to any compensation. 

14. The plaintiffs propose that the notice advising of certification, in a form approved by the 

court, be distributed and published in the following manner: 

(a) posted by Class Counsel on their websites; 

(b) provided by Class Counsel to any person who requests it; 

(c) sent directly to the addresses of class members based on a list of names 
and addresses for security holders to be provided by the defendants; 

(d) published once in the national edition of The Globe and Mail, Report on 
Business section; 

(e) published once in the national edition of the National Post, Financial Post 
section; 

(f) published once in La Presse; 

(g) made available orally by recorded message at Class Counsel's toll-free 
line; 

(h) sent to brokers in Canada asking them to bring the notice to the attention 
of their clients who acquired Sino-Forest securities during the class period; 
and 

U) posted by Sino-Forest in a prominent location on the main page of its 
website. 
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15. The plaintiffs may ask the court to order that the defendants pay the costs of 

disseminating the notice in the above manner. Alternatively, the plaintiffs will pay the 

costs in the first instance, reserving their right to seek recovery of these costs from the 

defendants by order of the judge presiding at the trial of the common issues. 

THE PLAINTIFFS' EXPERTS 

16. The plaintiffs have retained the following experts to date: 

(a) Forensic Economics Inc., a firm of economists and damages experts, to 
provide assistance on the efficiency of the market for trading in the Sino's 
securities during the class period. 

(b) Rosen & Associates Limited, a firm of chartered accountants that have 
provided an expert report evaluating Sino-Forest's financial reporting and 
the professional performance of Sino-Forest's auditors. 

(c) Carol-Ann Tjon-Pian-Gi, a lawyer in Suriname, South America, who has 
provided advice and assistance as to Suriname law as they relate to 
allegations regarding Sino-Forest's operations in that jurisdiction. 

(d) Dacheng Law Offices, a law firm in China, which was retained to provide 
advice and assistance as to law in the People's Republic of China as they 
relate to allegations regarding Sino-Forest's Chinese operations. 

17. Class Counsel has the expertise and resources to identify and retain appropriate expert 

assistance as the matter proceeds. 

REFINEMENT OF COMMON ISSUES 

18. Following the filing of statements of defence and the completion of discovery, the parties 

may seek an amendment of the order certifying this proceeding to deal with any 

necessary refinement to the common issues arising from those processes. 
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TRIAL OF THE COMMON ISSUES 

19. The plaintiffs will seek the early appointment of the common issues trial judge to address 

issues of trial management in advance of the trial to ensure the orderly and efficient 

determination of the common issues. 

20. The plaintiffs will ask the court to hold the trial of the common issues twelve (12) months 

after the completion of the examinations for discovery and the production of the 

information required by the undertakings and any motions. 

21. Part XXIII.1 of the OSA provides specific directions for the calculation of damages 

payable under those provisions. The plaintiffs will ask the court at the common issues 

trial to determine the formula by which the damages of class members are to be 

calculated. 

22. To the extent possible, the plaintiffs will ask the trial judge to apply sections 23 and 24 of 

the CPA to the assessment of damages. 

23. The plaintiffs will also seek an order under section 26 of the CPA that the defendants pay 

into court, or some other appropriate depository, the total amount of the defendants' 

liability to the class. 

NOTICE OF THE RESOLUTION OF THE COMMON ISSUES 

24. If the common issues, or some of them, are resolved in favour of the plaintiffs, the court 

will be asked to: 

(a) settle the form and content of the notice of resolution of the common 
ISSUeS. 

(b) order that the notice of the resolution of the common issues be distributed 
to those class members who did not validly opt out. 
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(c) determine the most efficient method of distribution of the damages under 
sections 23,24 and 26 of the CPA and, if required, 

(i) prescribe the information required from class members in order to 
make a claim under Part XXIII.l of the OSA; and 

(ii) prescribe the information and procedure required in order for class 
members to make a claim at common law. 

(d) if necessary, set a date by which each class member may be required to 
file a claim. 
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25. The plaintiffs propose that the notice of resolution advise class members, among other 

things: 

(a) the plaintiffs were successful on the common issues, or some of them; 

(b) the amount of damages awarded, if any, and the method of distribution or 
claims procedure as determined by the court; 

(c) damages for each class member under Part XXIII. I of the OSA will be 
calculated based on her/his/its trading particulars; 

(d) each class member will have the opportunity to review and, if necessary, 
provide information to correct the calculation of his damages under Part 
XXIII.l of the OSA by accessing personal transaction particulars through 
the secure portion of the websites; 

(e) if the liability caps under Part XXIII.l of the OSA are engaged and if any 
further facts require additional proof, each class member will have the 
opportunity to come forward and establish the defendants' liability at 
common law or equity by proving the facts prescribed by the court, should 
the claimant choose to do so; and 

(f) their rights against the defendants in relation to the misrepresentations 
alleged will be deemed to have been finally adjudicated whether they 
submit a claim or not. 

26. The plaintiffs will ask the court to order that the notice of resolution of the common 

issues be distributed substantially in accordance with the procedure set out in paragraph 

14 above. This notice, to the extent possible, should be sent directly to each class 

member. 
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CLAIMS PROCESS IF AGGREGATE A WARD OF DAMAGES 

27. If the court at the common issues trial determines that damages can be determined on an 

aggregate basis and awards judgment accordingly, then the plaintiffs will ask the court to 

appoint a claims administrator, with such rights, powers and duties as the court directs, to 

receive and evaluate claims in writing and to distribute the monetary award in the most 

efficient and cost-effective manner in accordance with the protocols approved by the 

court pursuant to sections 24 and 26 of the CPA. 

28. In order to simplify the claims process, the administrator will, wherever practical, utilize: 

(a) a paperless, electronic state-of-the-art web-based technology system which 
will include a secure database that is incorporated into the websites 
("Database"); 

(b) standardized claims forms and filing procedures; and 

(c) summary methods of introducing documentary evidence. 

29. The types of records which shall constitute sufficient proof of a claim shall be specified 

in a protocol to be approved by the court and may include trading account statements, 

trade confirmation slips or other evidence confirming acquisition of Sino-Forest 

securities, and, if applicable, evidence confirming disposition of Sino-Forest securities. 

30. The court will be asked to set a deadline by which class members must file their claims 

with the administrator. 

31. Any person who does not file a claim with the administrator before the claims deadline 

will not be eligible to participate in the damages assessment procedure and will not be 

entitled to recover any damages without leave of the court. 
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32. If any claimant disagrees with the administrator's decision relating to eligibility or 

calculation of damages, he may elect to have the administrator reconsider its decision 

within a time period fixed by the court. 

33. The administrator's decisions will be final. There shall be no right of appeal from the 

administrator's decisions. 

34. If the total available for distribution to class members is not fully disbursed to the class 

members within a period of time fixed by the court, the unpaid amount shall be 

distributed by the administrator to designated recipients in such manner and on such 

terms as the court may direct. 

PROCESS IF INDIVIDUAL ISSUES REQUIRE DETERMINATION 

35. If the court at the common issues trial determines that damages cannot be determined on 

an aggregate basis, then the plaintiffs will ask the court to appoint a referee, with such 

rights, powers and duties as the court directs, to receive and evaluate claims (including 

submissions and evidence) with respect to any outstanding individual issues and the 

assessment of damages, pursuant to section 25 of the CPA. 

36. In order to simplify these determinations, the referee will, wherever practical, utilize: 

(a) a paperless, electronic state-of-the-art web-based technology system which 
will include a secure database that is incorporated into the websites 
("Database"); 

(b) standardized the forms and filing procedures for evidence and 
submissions; and 

(c) summary methods of introducing documentary evidence. 

37. The types of evidence required for such determinations shall be specified in a protocol to 

be approved by the court and depend on the individual issues required for determination. 
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38. The court will be asked to set a deadline by which class members must file their 

submissions and evidence with the referee. 

39. Any person who does not file a claim with the referee before the claims deadline will not 

be entitled to recover any damages without leave of the court. 

40. If any claimant disagrees with the referee's decision relating to the determination of 

issues of liability and the claim is for an amount exceeding $100,000, he may appeal to 

the Ontario Superior Court of Justice in respect of such liability issues only within a time 

period fixed by the court. 

41. Except as provided in paragraph 40, the referee's decisions will be final and there shall be 

no right of appeal. 

Small Claims (Under $25,000) 

42. The referee's determination of claims of less than $25,000 requiring individual 

determination shall proceed in writing. The claimant will be required to file affidavit 

evidence setting out their evidence and any defendant may cross-examine an affiant on 

their affidavit by written interrogatories (in accordance with rule 35 of the Rules of Civil 

Procedure). 

Summary Claims ($25,000-$100,000) 

43. The determination of claims between $25,000 and $100,000 requiring individual 

determination shall proceed by analogy with the simplified procedure set out in rule 76 of 

the Rules of Civil Procedure. 
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44. The claimant will be required to file (a) an affidavit of documents prepared in accordance 

with rule 76.03; and (b) affidavit evidence relating to the individual issues remaining to 

be proven. 

45. The referee may make decisions on the claims on the basis of the record, or may, in his 

discretion, conduct a summary trial of such claims in accordance with rule 76.12 of the 

Rules of Civil Procedure. 

Full Claims (Over $100,000) 

46. The determination of claims over $100,000 requiring individual determination shall 

require class members to: 

(a) serve on the defendants an affidavit of documents prepared in accordance 
with rule 30.03 of the Rules of Civil Procedure; and 

(b) attend for an oral examination for discovery (in accordance with rule 34), 
or provide answers to written interrogatories (in accordance with rule 35), 
as any defendant wishing to examine them may elect. 

47. The referee may, in its discretion, make a decision on the individual issues based on the 

documentary and discovery evidence, or conduct a trial of such claims. 

ORDERS RELATING TO CLASS COUNSEL'S FEES AND THE COSTS OF 
ADMINISTRATION 

48. After the trial of the common issues, the plaintiffs will ask the court to approve an 

agreement respecting fees and disbursements with Class Counsel. To the extent that the 

approved Class Counsel's fees, disbursements and GST are not completely paid by the 

costs recovered from the defendants, the unpaid balance shall be a first charge on the total 

recovery and paid before any distribution to the class members. 

49. The plaintiffs will ask the court to order that the defendants pay all administration costs, 

including the costs of all notices associated with the process and the fees and 
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disbursements of the administrator and referee as these costs are incurred. Absent that 

court order, the plaintiffs will seek an order that these costs be paid out of the total 

recovery after payment of Class Counsel's fees and disbursements but before any 

distribution to the class members. 

FURTHER ORDERS CONCERNING THIS PLAN 

50. This litigation plan may be amended from time-to-time by directions giVen at case 

conferences or by further order of the court. 

EFFECT OF THIS PLAN 

51. This litigation plan shall be binding on all class members who do not opt out in 

accordance with the procedure directed by the court whether or not they make a claim 

under the litigation plan. 



This is Exhibit "E-1" 
mentioned and referred to in the 
Affidavit of Daniel E. H. Bach, 
sworn before me at the City of 
Toronto, in the Province of 
Ontario, this 2nd day of April, 
2012. 
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Court File No. CV-06-3257-00 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(Commenced at Brampton) 

THE HONOURABLE JUSTICE ) 
) 
) 

MONDAY, THE 14THDAY 

K. van RENSBURG OF DECEMBER, 2009 

BETWEEN: 

MARVIN NEIL SILVER and CLIFF COHEN 

-and-

IMAX CORPORATION, RICHARD L. GELFOND, 
BRADLEY J. WECHSLER and FRANCIS T. JOYCE 

Plaintiffs 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

-and-

NEIL S. BRAUN, KENNETH G. COPLAND, MICHAEL FUCHS, 
GARTH M. GIRVAN, DAVID W. LEEBRON, MARC A. UTAY 

and KATHRYN A. GAMBLE 

Proposed Defendants 

Proposed proceeding under the Securities Act 

ORDER 

THIS MOTION, made by the plaintiffs for certification of the action as a class 

proceeding was heard on December 15, 16, 17, 18 and 19,2008 with additional written 

submissions thereafter and additional oral submissions on May 4, 2009 at Brampton, 

Ontario. 
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ON READING the motion records of the plaintiffs, and the motion records of the 

defendants and of the proposed defendants, and the transcription of and the productions 

arising from the cross-examinations of certain of the parties and affiants, as well as the 

draft fresh statement of claim as filed in December 2008; and 

ON HEARING the submissions of counsel for the plaintiffs, and of counsel for 

the defendants and proposed defendants, and for Reasons for Decision dated 

December 14, 2009: 

I. THIS COURT ORDERS that the following definitions apply for the purpose of 

this order: 

(a) "Class Period" means the period from and including the opening of 
trading on the TSX and NASDAQ on February 17,2006 to and including 
the close of trading on the TSX and NASDAQ on August 9, 2006; 

(b) "Excluded Persons" means !max's subsidiaries, affiliates, officers, 
directors, senior employees, legal representatives, heirs, predecessors, 
successors and assigns, and any member of the defendants' families and 
any entity in which any of them has or had during the Class Period and 
legal or de facto controlling interest; 

(c) "February Press Release" means !max's press release dated February 17, 2006; 

(d) "Form 1 0-K" means Imax's Form 1 0-K for the fiscal year ending 
December 31, 2005, which was required to be filed with the U.S. 
Securities and Exchange commission under the Exchange Act, and which 
included Imax's annual report for fiscal2005; 

(e) "Imax" means Imax Corporation; 

(f) "Individual Defendants" means Gelfond, Wechsler and Joyce; 

(g) "March Press Release" means Imax's two press releases dated March 9, 2006; 

(h) "OSA" means the Securities Act, R.S.O. 1990, c. S.5; 



-------------------------

(i) "Representation" means the statement explicitly and/or implicitly 
contained in the February Press Release and expressly repeated in the 
Form 10-K and !max's annual report for fiscal2005, that !max's revenue 
for the 2005 fiscal year were prepared and reported in accordance with 
generally accepted accounting principles and that such revenues met or 
exceeded the earnings guidance previously issued by Imax; and 

G) "TSX" means Toronto Stock Exchange. 

2. THIS COURT ORDERS that this action be and is hereby certified as a class 

proceeding. 

3. THIS COURT ORDERS that the class is defined as: 

All persons, other than Excluded Persons, who acquired securities of 
I max during the Class Period on the TSX and on the NASDAQ, and 
held some or all of those securities at the close of trading on August 9, 
2006 (the "Class Members"). 

4. THIS COURT ORDERS that Marvin Neil Silver and Cliff Cohen be and are 

hereby appointed as the representative plaintiffs. 

5. THIS COURT DECLARES that the causes of action asserted on behalf of the 

Class are conspiracy, negligent misrepresentation, reckless misrepresentation and 

statutory civil liability to secondary market purchasers for misrepresentation in 

continuous disclosure documents pursuant to Part XXIII. I of the OSA. 

6. THIS COURT DECLARES that the common issues are: 

!. Did lmax or the lndividual Defendants, or any of them, representthat !max's 
revenues for the 2005 fiscal year were reported in accordance with generally 
accepted accounting principles and that such revenues met or exceeded earnings 
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guidance previously issued by !max? If so, who made the Representation, when, 
where and how? 

(a} Was the Representation false? 
(b) Was the Representation publicly corrected? If so, when? 

2. Did lmax or the Individual Defendants, or any of them, make the Representation 
negligently, or recklessly, caring not whether it was true or false? If so, who 
made the Representation, when and how? 

(a} Did the Individual Defendants, or any of them, authorize, permit or acquiesce 
in the making ofthe Representation while knowing it to be a 
misrepresentation? 

3. Did Imax or the Individual Defendants, or any of them, make the Representation 
intending that the Class Members rely upon it and acquire Imax shares? 

4. Did some or all oflmax's February Press Release, I max's annual report for fiscal 
2005 or its March Press Releases contain a misrepresentation within the meaning 
of the OSA? 

(a} Did the defendants Francis T. Joyce and Kathryn A. Gamble or either of 
them authorize, permit or acquiesce in the release of any or all such 
documents? 

5. If the answer to (4} is yes, have the defendants (including the proposed 
defendants}, or some of them, established a reasonable investigation or expert 
reliance defence under the OSA? 

6. Did the traded price of I max shares during the Class Period incorporate and 
reflect the Representation? 

7. If the answer to (6} is yes, did the acquisition oflmax shares by the Class 
Members, on the TSX and NASDAQ, during the Class Period, constitute reliance 
upon the Representation? 

8. Did Imax or the Individual Defendants, or some of them, conspire one with the 
other, and with persons unknown to deceive the Class Members for the purpose 
of maintaining and increasing the price of !max securities? If so, who conspired 
with whom, when, where, why and for what purpose? 

9. lflmax or the Individual Defendants, or some of them, are liable to the class for 
conspiracy, negligent or fraudulent misrepresentation, what is the procedure for 
assessing damages? 

I 0. Can the court assess damages in the aggregate, in whole or in part, for the class? 
If so, what is the amount of the aggregate damage assessment and who should 
pay it to the class? 

I 1. Is I max vicariously liable or otherwise responsible for the acts of the other 
defendants? 

12. Should one or more of the defendants pay punitive damages to the Class? If so, 
who, why, in what amount and to whom? 

13. Should the defendants, or any of them, pay the costs of administering and 
distributing any monetary judgment and/or the cost of determining eligibility 



and/or the individual issues? If so, who should pay what costs, in what amount 
and to what extent? 

14. Ifthe court determines that the defendants are liable to the class, and if the court 
considers that the participation of individual Class Members is required to 
determine individual issues: 

(a) are any directions necessary? 
(b) should any special procedural steps be authorized? 
(c) should any special rules relating to admission of evidence and means of 

proof be made? 
(d) what directions, procedural steps or evidentiary rules ought to be given or 

authorized? 

15. Should the defendants, or any ofthem, pay prejudgment and post-judgment 
interest, at what annual interest rate, and should the interest be compounded 
interest? 

7. THIS COURT ORDERS that the plaintiffs' Amended Litigation Plan be and is 

hereby approved in the form attached as Schedule 1 to this order. 

8. THIS COURT ORDERS the notice of certification of the action as a class 

proceeding, generally in the form attached as Schedule 1 to the Amended Litigation 

Plan, be and is hereby approved. 

9. THIS COURT ORDERS that the Class Members shall be given notice of the 

certification of this action, on a date to be fixed by further order of this court, generally 

in accordance with the notice program particularized in paragraph 17 of the Amended 

Litigation Plan (''the Notice Program"). 

10. THIS COURT ORDERS that a Class Member may only opt out of this class 

action by sending a written election to opt out, signed by him or her, addressed to Howie 

& Partners, Chartered Accountants, by pre-paid mail or courier, at 3063 Walker Road, 

Windsor, Ontario, Canada, N8W 3R4, Attention: Imax Corporation Class Action; or by 
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fax to 519 .250.1929; or by email to sisaac@howieandpartners.com, which election must 

be received by Howie & Partners before 5:00p.m. ET, on a date to be fixed by further 

order of this court. 

11. THIS COURT ORDERS that no person may cause a minor or a mentally 

incapable Class member to opt out of the Class without the permission of the court after 

notice to The Children's Lawyer and/or the Public Guardian and Trustee, as the case 

may be and to the parties. 

12. THIS COURT ORDERS that forthwith after expiration of the Opt-out Period: 

(a) the defendants' counsel shall file with the court an affidavit confirming 

the defendants' compliance with their responsibilities in the Notice 

Program; and 

(b) plaintiffs' counsel shall file with the court an affidavit confirming their 

compliance with their responsibilities in the Notice Program; and 

(c) Sarkis Isaac of Howie & Partners shall report to the court and parties by 

affidavit to advise as to the names and addresses of those persons, if any, 

who have properly opted out of this class action. 

13. THIS COURT ORDERS that it reserves the right to dispose of all issues relating 

to costs if the parties are unable to agree on costs ofthis motion. 
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SCHEDULEl 300 

PLAINTIFFS' LITIGATION PLAN 
IN SILVER et al. v. IMAX CORPORATION et al. 

AS OF MARCH 25, 2010 

DEFINED TERMS 

1. This Plan replaces the plaintiffs' litigation plan dated February 22, 2007. 

2. Capitalized terms that are not defined in this Plan have the meanings as particularized in 

the most recent statement of claim and, in addition, the following defined terms apply to 

this Plan: 

(a) "Administrator" means a person appointed by the court to carry out the functions 
described in the Plan; 

(b) "CI Notice" means the notice of the resolution of the common issues; 

(c) ''Claims Deadline" means the date by which each Class Member must file a 
Claim Form; 

(d) "Claim Form" means a claim form, the form of which is to be approved by the 
court, to be completed by the Class Members and submitted to the Administrator 
in order for the Class Members to participate in the procedure described herein; 

(e) "Class Counsel" means Suus, Strosberg LLP and Siskinds LLP; 

(f) "December 14, 2009 Certification Order" means Justice van Rensburg's 
December 14, 2009 order certifying the action, subject to the condition that the 
plaintiffs provide a revised litigation plan, as a class proceeding pursuant to the 
CPA; 

(g) "December 14,2009 Leave Order" means Justice van Rensburg's December 14, 
2009 order granting the plaintiffs leave to add the Proposed Defendants as 
defendants and authorizing the representative plaintiffs to plead the causes of 
action contained in Part XXIII.1 of theytct against Imax, the Individual 
Defendants and the Proposed Defendan~ S c.~ 

(h) "December 14,2009 Rule 21 Order" means Justice van Rensburg's December 14, 
2009 order dismissing, in part, the Rule 21 motion of the defendants to strike 
certain aspects of the draft fresh statement of claim dated December 2008 as 
disclosing no reasonable cause of action; 



3 0 1 -2-

(i) "Notice" means the notice attached to the Plan as Schedule 1; 

(j) "Notice Program" means the method of distributing the Notice described in 
paragraph 17 herein; 

(k) "Plan" means this litigation plan; 

(1) "Proposed Defendants" means NeilS. Braun, Kenneth G. Copland, Michael 
Fuchs, Garth M. Girvan, David W. Leebron, Mark A. Utay and Kathryn A. 
Gamble. 

(m) "Referee" means a person or persons appointed by the court to carry out the 
functions described in the Plan; 

(n) "Securities Acf' means Securities Act, R.S.O. 1990, c. S.5; and 

(o) "Website" means the website located at www.imax-classaction.com. 

CLASS COUNSEL 

3. Class Counsel have the requisite knowledge, skill, experience, personnel and financial 

resources to prosecute this class action. 

THE CLASS DEFINITION 

4. On December 14, 2009, Justice van Rensburg certified, subject to the condition that the 

plaintiffs provide a revised litigation plan, a class described as: 

all persons, other than Excluded Persons, who acquired securities 
of Imax during the Class Period on the TSX and on the NASDAQ 
and held some or all of those securities at the close of trading on 
August 9, 2006. 
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REPORTING TO AND COMMUNICATION WITH THE CLASS MEMBERS 

5. Class Counsel will regularly report to the Class Members through the Website. 

Information on the status of the action will be posted on the Website and will be updated 

regularly. Copies of some of the publicly filed court documents, court decisions, notices, 

documentation and other information relating to the action will be posted on or accessible 

from the Website. This will allow the Class Members, wherever they reside, to be kept 

informed of the status of the action. 

6. The Website will also: 

(a) contain a communication webpage, a feature that will permit Class Members to 

submit inquiries to Class Counsel which will be sent directly to a designated 

member of Class Counsel who will respond; 

(b) list a voice over internet protocol toll-free telephone number for Class Counsel 

which will contain a recorded message providing information regarding the status 

of the litigation which will be updated as required; and 

(c) list the direct-dial telephone number for a designated person with Class Counsel, 

permitting Class Members to make inquiries to a live person. 

DOCUMENT MANAGEMENT 

7. Class Counsel will use data management systems to organize, code and manage the 

documents that will be produced by the defendants. 



303 -4-

LITIGATION SCHEDULE 

8. Justice van Rensburg certified the action as a class proceeding and granted leave to plead 

the causes of action in the Securities Act. 

9. The defendants have sought leave to appeal the December 14. 2009 Certification Order 

and the December 14. 2009 Rule 21 Order. 

10. The defendants have appealed the December 14.2009 Leave Order to the Court of 

Appeal for Ontario. The plaintiffs assert that the December 14. 2009 Leave Order is 

interlocutory and the defendants are required to seek and obtain leave to appeal. 

Therefore. the plaintiffs have brought a motion to quash the defendants • appeal. If that 

motion succeeds, the defendants will also seek leave to appeal the December 14, 2009 

Leave Order. 

11. Assuming the defendants are not successful on their appeals, absent agreement among 

counsel. the plaintiffs will ask the court to set a schedule for the remaining steps in the 

action. 

12. The plaintiffs will likely request that the litigation schedule be amended from time to 

time. 
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THE PLAINTIFFS' EXPERTS 

13. The plaintiffs have retained: 

(a) L. I. Rosen, an accountant, on the issue of whether Imax's financial statements 

were prepared in accordance with GAAP; and 

(b) Robert Comment, an economist, on the issue of whether the markets for lmax 

securities during the Class Period were efficient and the calculation of damages. 

14. Class Counsel may retain other experts as the action proceeds. 

MEDIATION 

15. The plaintiffs will participate in mediation if the defendants are prepared to do so. 

NOTICE OF CERTIFICATION OF THE ACTION AS A CLASS PROCEEDING AND THE OPT-OUT 
PROCEDURE 

16. The plaintiffs will not ask the court to authorize the dissemination of the Notice until the 

appeal process is finally determined. 

17. The plaintiffs propose that the Notice be distributed and published in the following 

manner (the ''Notice Program"): 

(a) posted by Class Counsel, in English and in French, on the Website; 

(b) provided by Class Counsel to any person who requests it; 

(c) published once in the following publications: 
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(ii) 
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the national edition of The Globe and Mail, Report on Business 

section, in English, in one quarter page size; 

the national edition of the National Post, Financial Post section, in 

English, in one quarter page size; 

(iii) published once in La Presse, in French, in one quarter page size; 

(iv) the Wall Street Journal, in English, in one eighth page size; 

(d) available orally by recorded message at Class Counsel's voice over internet 

protocol toll-free telephone line; 

(e) sent electronically, in English and in French, by Class Counsel to the broker I 

dealers in Canada identified in Schedule 2 asking them to bring the Notice to the 

attention of their clients who purchased lmax securities during the Class Period; 

(f) sent electronically by Class Counsel to the broker I dealers in the U.S. identified 

in Schedule 3 asking them to bring the Notice to the attention of their clients who 

purchased Imax securities during the Class Period; 

(g) disseminated by Class Counsel in Canada through News Wire and in the U.S. 

through Globe NewsWire; and 

(h) posted by Imax in a prominent location on its website at www.imax.com. 

18. Because !max's publicly released documents were available only in English and French, 

all notices and forms described in this Plan shall be disseminated only in English and 

French. 

19. The plaintiffs propose that Sarkis Isaac, an accountant practicing in Windsor, receive the 

opt -out notices and report to the court the names and addresses of the persons who opt 
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out by the date fixed by the court. Mr. Isaac has previously been appointed by the court 

to fulfill these tasks. 

20. The plaintiffs and defendants should each pay 50 percent of the costs of the Notice 

Program and the costs of Mr. Isaac. The successful parties at the trial of the common 

issues may seek to recover their share of these costs from the unsuccessful parties by 

order of the trial judge. 

THE CLAIMS OF CLASS MEMBERS WHO RESIDE OUTSIDE OF ONTARIO 

21. The Class includes persons who reside outside of Ontario. Therefore, the defendants may 

~ 
raise, in their statement of defence, issues concerning conflict of laws. The plai~:J' 
assert that the laws of the Province of Ontario apply to the claims of each Class Member 

wherever resident. Depending on whether the defendants dispute this assertion, the 

plaintiffs may seek an order amending the certification order to include a common issue 

on whether Ontario law applies to all Class Members and, if not, what law applies. 

TRIAL OF THE COMMON ISSUES 

22. After the completion of the examinations for discovery, the production of documents 

required by the undertakings and by any orders with respect to refusals or advisements, 

the parties will determine whether the common issues require any amendments. The 
~ 

plaintiffs will then ask the court to schedule the trial of the comrnorfwithin one (I) year. 
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The following paragraphs assume that the Class is successful at the trial of the common 

issues. 

INDIVIDUAL CLASS MEMBER PARTICIPATION AFTER THE TRIAL OF THE COMMON ISSUES 

24. Assuming that the common issues, or some of them, are resolved in favour of the 

plaintiffs, it wil1 be necessary for the court to supervise a claims procedure. The structure 

and content of the Claim Form will depend upon the findings of the judge at the common 

issues trial. 

25. The plaintiffs will ask the court to: 

(a) settle the form and content of the CI Notice; 

(b) order that the CI Notice be distributed substantially in accordance with the 

procedure set out in paragraph 17; 

(c) determine the information and documentation required to be submitted with the 

Claim Form; 

(d) set the Claims Deadline; 

(e) appoint the Administrator; 

(f) appoint the Referee(s); and 

(g) appoint a representative from Class Counsel to oversee and assist in the 

procedures contemplated herein. 

26. The Administrator will have such rights, powers and duties as the court directs. The 

Administrator will receive the Claim Form and determine eligibility in accordance with 

this Plan and the protocols approved by the court pursuant to section 25 of the CPA. 
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27. The Referee will have such rights, powers and duties as set out in this Plan and as the 

court directs. 

28. In order to simplify the claims process, the Administrator will, wherever practical, utilize: 

(a) a paperless, electronic state-of-the-art web-based technology system which will 

include a secure database that is incorporated into the Website ("Database"); 

(b) standardized claims forms and filing procedures; and 

(c) summary methods of introducing documentary evidence. 

29. Any person who does not file a completed Claim Form with the Administrator before the 

Claims Deadline will not be eligible to participate in the process and will not be entitled 

to recover any damages without leave of the court. 

30. In order to file a claim, a person must, on or before the Claims Deadline: 

(a) register on the Database, or by mail or by fax, with the Administrator; 

(b) complete the Claim Form; 

(c) submit proof of all purchases of Imax shares during the Class Period and proof of 

sale of all Imax shares~ and 

(d) submit such other documentation to the Administrator as required by the court in 

support of the claim. 

31. The name, address and amount claimed by each person who files a claim with the 

Administrator on or before the Claims Deadline shall be added to the Database. Each 

claimant will be provided with an identification name and a password by the 
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Administrator to permit the person access to her/his/its claims information in the 

Database. 

32. Because this is a securities class action, the information about the trading of each Class 

Member is readily ascertainable. Each claimant will be required to provide, with the 

completed Claim Form, full particulars of each trade in lmax securities during the Class 

Period and each sale of lmax securities whenever the sale occurred. 

33. The types of records which shall constitute sufficient proof of a claim shall be specified 

in a protocol to be approved by the court and may include trading account statements, 

trade confirmation slips or other evidence confirming acquisition of lmax securities, 

evidence confirming Imax securities continued to be held on August 9, 2006 and, if 

applicable, evidence confirming disposition of the Imax securities. 

34. The Claim Form must be signed by each claimant as if under oath and will be treated as 

evidence pursuant to s. 25(2) and (3) of the CPA. The Claim Form will contain an 

authorization to permit the Administrator to obtain information from each claimant's 

broker(s). This will permit the Administrator to carry out an audit function. 

THE CLAIMS PROCESS 

35. The structure of the claims process will depend upon the findings of the common issues 

trial judge. For example, if at trial the plaintiffs are successful on the statutory causes of 

action, their claim for aggregate damages or the unlawful agreement component of a 
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common law conspiracy, the plaintiffs will argue that the court, and this Plan, need only 

deal with the individual issue of damages. 

THE CLAIMS PROCEDURE TO DETERMINE ELIGIBILITY AND mE AMOUNT OF THE LOSS IF A 
CLASS MEMBER NEED NOT INDIVIDUALLY PROVE RELIANCE ON THE REPRESENTATION 

36. If the results in paragraph 35 are achieved at trial, the plaintiffs will seek an order 

pursuant to s.25(2) and (3) of the CPA that the completed and timely submitted Claim 

Form, with supporting documents, be treated as prima facie evidence of each claimant's 

eligibility and damages if accepted by the Administrator. 

37. The court will be asked to establish a summary process to deal with any issues the 

defendants raise. The plaintiffs will propose that this process be conducted in writing, as 

follows: 

(a) the Administrator will provide to all parties a formal summary of the 

Claims Form listed in the Database which it proposes to accept and the 

amount to be awarded; 

(b) the defendants will be given an opportunity to advise the Administrator, in 

writing, whether they dispute the claim in each Claim Form and the basis 

for their dispute; 

(c) the claimant will be entitled to respond in writing; 

(d) the Administrator will then settle all disputes in a summary manner and 

advise the claimant and the defendants of the decision; and 

(e) if any claimant or the defendants disagree with the Administrator's 

decision, she/he/it may elect to have the Administrator's decision 

reviewed by the Referee. 
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The Referee will carry out the review of the Administrator's decision in the least 

expensive. most summary manner possible in accordance with a protocol to be approved 

by the court and shall give all necessary procedural directions. 

39. The Referee will deliver a written decision. There shall be no right of appeal from the 

Referee's decision. 

40. The Referee, in his or her discretion, may order the defendants to pay the claimants' costs of 

the references. A claimant seeking the review of a decision of the Administrator shall be 

required to make a deposit of $150, which shall be refunded only in the event that the 

appeal is determined in the claimant's favour. There shall be no costs payable by the 

claimant under any circumstances, other than the $150 deposit referred to herein. 

THE CLAIMS PROCEDURE TO DETERMINE ELIGIBILITY AND DAMAGES IF A CLASS MEMBER 
MUST PROVE RELIANCE ON THE REPRESENTATION 

41. In the event that it is necessary for claimants to prove reliance on an individual basis, the 

Claim Form will require claimants to particularize the facts on which they rely and the 

evidence which supports the assertion that they relied upon the Representation. The 

Claim Form and supporting documents will be treated as an affidavit and the defendants 

may elect to challenge that assertion. 

42. The Administrator will evaluate the Claim Form and decide whether the claimant is 

eligible to participate in the claims process. The Administrator will also determine the 

amount of the claimant's damages. 
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43. If a claimant or the defendants disagree with the Administrator's decision only relating to 

eligibility and not the Administrator's decision on the claimant's loss, she/he/it may elect 

to have the Administrator's decision relating only to eligibility reviewed by the Referee. 

44. If an election has been made to have the Administrator's decision on eligibility reviewed, 

the Referee will carry out the review in the manner set out in paragraphs 38 to 40. 

45. If the claimant and/or the defendants disagree with the Administrator's decision relating 

to the claimant's damages and, if applicable, eligibility, she/he/it may elect to have a 

reference before the Referee. 

46. The reference shall be held in the least expensive, most efficient manner. The procedure 

at the reference will be established by the Referee subject to the following paragraphs. 

47. The Claim Form and the supporting documents shall be treated as the claimant's 

evidence tendered by affidavit and the claimant's affidavit of documents. 

48. If the election for reference and accompanying documents are delivered by the claimant, 

49. 

they shall be treated as if they were further evidence tendered by the claimant by affidavit 

and the claimant's supplementary affidavit of documents. 

If the election for reference and the accompanying documents are delivered by the , 
~~,_:l.s 

defendants, they shall be treated as if they were theant's evidence tendered by 

~~~ 
affidavit and the ~nt's affidavit of documents. 
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50. If any party wishes to adduce further evidence, the evidence shall be filed by affidavit 

within 15 days of the delivery/receipt of the election for reference. 

51. If the claim is for less than $100,000, there shall be no right to conduct examinations for 

discovery or cross examinations (by analogy to rule 76 of the Rules of Civil Procedure). 

A defendant may cross examine an affiant on her/his/its affidavit only by written 

interrogatories (by analogy to the Rules of Civil Procedure) should slhe/it wish to 

challenge the evidence. The Referee will then make a decision on the basis of the 

affidavit and the answers to the written interrogatories. The Referee's decision is fmal. 

There shall be no right of appeal therefrom. 

52. If the claim is for more than $100,000, the parties may conduct examinations for 

discovery in accordance with rule 34 of the Rules of Civil Procedure and I or conduct 

examinations in writing in accordance with rule 35 Rules of Civil Procedure as the party 

wishing to examine may elect. 

53. The Referee will deliver a written decision. The Referee's decision with respect to 

Eligibility is final. There shall be no right of appeal from the Referee's decision. 

54. The Referee, in his or her discretion, may order the defendants to pay the claimants' costs 

of the references. A claimant seeking the review of a decision of the Administrator shall 

be required to make a deposit of $150, which shall be refunded only in the event that the 

appeal is determined in the claimant's favour. There shall be no costs payable by the 

claimant under any circumstances, other than the $150 deposit referred to herein. 
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55. The Referee's decision with respect to a Class Member's damages will automatically be 

confirmed 15 days after its delivery to the parties unless a party moves by notice of 

motion to the court to oppose its confirmation within the 15 day period. 

THE REPORTS FROM THE ADMINISTRATOR TO THE COURT 

56. The Administrator shall deliver reports to the court as required. The subject matter of the 

reports will depend on the fmdings of the common issues trial judge. 

57. Copies of the Administrator's reports shall be served on the defendants and the Class 

Counsel representative. The Administrator shall also report on a regular basis on the 

accumulating cost of administration. 

58. After the claims procedure is completed, the court will decide the amount the defendants 

must pay to the Administrator in the event of any dispute and grant judgment in that 

amount. 

59. The Administrator shall hold all amounts received from the defendants in trust, in a 

manner to be approved by the court, until an order of the court authorizes distribution in 

whole or in part. 
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DISTRWUTION TO ELIGWLE CLASS MEMBERS 

60. As soon as practicable after the completion of the claims procedure, the Administrator 

will, by motion, report to the court the name and address of each Class Member entitled 

to receive a distribution, the amount of their share of the monies on hand, including their 

share of prejudgment interest and punitive damages, if any (the "Distribution List"). 

61. The Distribution List shall be distributed and/or made accessible in accordance with the 

court's direction. 

62. Each Class Member whose name appears on the Distribution List shall comply with any 

condition precedent to distribution that the court may impose. 

63. The court will authorize payments to those Class Members whose names are on the 

Distribution List. The court may authorize interim distributions. 

64. If at the end of the distribution process there remain monies in the hands of the 

Administrator that have not been claimed, the court may order that this money be 

distributed cy pres to organizations for the benefit of the Class Members. 

ADMINISTRATOR'S FINAL REPORT TO COURT 

65. After the Administrator completes the administration, it shall report to the court and be 

discharged as the Administrator. 
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MOTION FOR DIRECTIONS 

66. Class Counsel, the defendants and the Administrator may apply at any time to the court 

for directions. 

ORDERS RELATING TO CLASS COUNSEL'S FEES AND THE COSTS OF ADMINISTRATION 

67. After the trial of the common issues, the plaintiffs will ask the court to approve an 

agreement respecting fees and disbursements between them and Class Counsel. To the 

extent that the approved Class Counsel's fees, disbursements and applicable taxes are not 

completely paid by the costs recovered from the defendants, the plaintiffs will ask the 

court to order that the unpaid balance be a first charge on the recovery. 

68. 

orc:le.T ( Lf 
If the court awards damages in the aggregate, Class Counsel will ask the court to(~ p~ b.~-... 

their fees, disbursements and applicable taxes out of the aggregate amount. 

69. If the court does not award damages in the aggregate and requires the Class Members to 

prove their damages through individual assessments, Class Counsel will ask the court to o.,..eb-r 

/ ~s.tbursements and applicable taxes out of the awards made at individual 

assessments. 

70. The plaintiffs will ask the court to order that the defendants pay all administration costs, 

including the costs of the process described herein and the fees and disbursement<; of the 

Administrator and Referee as these costs are incurred. Absent that court order, the 
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plaintiffs will seek an order that these costs be paid out of the recovery after payment of 

Class Counsel's fees and disbursements but before any distribution to the Class 

Members. 

FURTHER ORDERS CONCERNING THIS PLAN 

71. This Plan may be amended from time-to-time by directions given at case conferences or 

by further order of the court. 

EFFECT OF THIS PLAN 

72. This Plan shall be binding on all Class Members who do not opt out in accordance with 

the procedure directed by the court whether or not they make a claim under the Plan. 

770195-v7 
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SCHEDULE 1 ·NOTICE 
Authorized by the Ontario Superior Court of Justice 

-NOTICE OF CERTIFICATION OF THE IMAX CORPORATION CLASS ACTION
Read this notice careful as it ma affect our I al ri hts. 

THE CLASS ACTION 

This notice is directed to all persons, other than certain persons 
associated with the defendants, who acquired securities of lmax 
Corporation ("I max") in the period from and including the opening of 
trading on the Toronto Stock Exchange and the NASDAQ on February 17, 
2006 to and including the close of trading on the Toronto Stock Exchange 
and NASDAQ on August 9, 2006 and who held some or all of those 
securities at the dose of trading on August 9, 2006 (the "Class 
Members"). 

THE CERTIFICAOON ORDER 

On December 14, 2009, Justice van Rensburg of the Ontario Superior 
Court of Justice certified the action Silver et al. v. lmax Corporation et al., 
court file no. CV-06·3257-00 as a class proceeding and appointed Marvin 
Neil Silver and Cliff Cohen as the representative plaintiffs. 

Certification means that the action may proceed to trial as a class action 
involving, among other things, claims for damages for misrepresentation 
and conspiracy relating to !max's lisca12005 financial results. 

Certification is a preliminary procedural matter and does not involve any 
finding by the court that the claims for damages, or the allegations of fact 
and law on which they are based, have any validity. The defendants deny 
that the claims have merit. 

LEGAL FEES 

The representative plaintiffs have entered into an agreement regarding legal 
fees, out of pocket expenses and applicable taxes with their lawyers. The 
agreement, which requires court approval, provides that: 

(a) the lawyers will not receive payment for their work unless and until the 
class action is successful or costs are received from the defendants: 
and 

(b) the lawyers will be paid 25 percent of the amount recovered as a result 
of settlement or jud!J11ent, plus out of pocket expenses and applicable 
taxes. 

Class Members will not be required to pay any costs in the event that the 
class action is unsuccessful. 

THE ClASS PROCEEDINGS FUND 

The plaintiffs may seek financial support from the Class Proceedings Fund 
("CPP'). If they are awarded financial support and if the class action is 
successful, the Class will also pay to the CPF a 1 0% levy of any award or 
settlement plus the amount of any financial support paid by the CPF. 

DO NOTHING IF YOU WANT TO PARTICIPATE IN THE CLASS ACTION 

Class Members who want to participate in the class action are automatically 
included and need not do anything at this time. 

YOU MUST OPT OUT IF YOU DO NOT WANT TO PARTICIPATE IN THE 
CLASS ACTION 

Class Members who do not want to participate in the class action must opt 
out. H you want to opt out of the class action, you must send a written, 
signed election, including your name, address, telephone number to: 
Howie & Partners, Chartered Accountants, 3063 Walker Road, Windsor, 
Ontario, Canada, NBW 3R4, Attention: !max Class Action or fax to 
519.250.1929 or by email to sisaac@howieandpartners.com. 

No Class Member will be permitted to opt out of the class action unless 
the election to opt out is received by Howie & Partners on or before • 
at 5:00 p.m. E. T .. 

Each Class Member who does not opt out of the class action will be bound 
by the terms of any judgment or settlement whether favourable or not and 
will not be allowed to prosecute an independent action. If the class action is 
successful, he or she or it may be entitled to share in the amount of any 
award or settlement recovered. In order to determine if persons are entitled 
to share in the award or settlement and the amount, if any, of their share, it 
may be necessary to conduct individual assessments. There may be costs 
payable by you if it is determined that you are not entitled to share in the 
award or settlement. 

No person may cause a minor or a mentally incapable member of the 
Class to opt out without permission of the court after notice to The 
Children's lawyer and/or the Public Guardian and Trustee, as 
appropriate. 

A Class Member who opts out will not be entitled to participale in the class 
action, or to receive any portion of any judgment or settlement. 

ADDmONALINFORMATION 

This Notice was approved by the Ontario Superior Cou_rt ol Justice. The 
court offices will be unable to answer any questions about the matters in this 
Notice. The certification order and other information are available on the 
I max class action web site at www.imax-classaction.com. Questions for 
class counsel should be directed by email or telephone to: 

Jay Strosberg 
Sutts, Strosberg LLP 
600-251 Goyeau Street 
Windsor, ON N9A 6V4 

Tel: 
Fax: 

1.888.460.0824 (toll free) 
1.866.316.5308 (toll free) 

email: imax@strosbergco.com 

Michael G. Robb Tel: 1.800.461.6166 (toll free) 
Siskinds LLP Fax: 1.519.672.6065 
680 Waterloo Street 
London, ON N6A 3V4 

email: michael.robb@siskinds.com 



------------------ ------

SCHEDULE I 

SCHEDULE 2- LIST OF CANADIAN BROKER DEALERS 

• Assante Corp 

• BMO Nesbitt Bums 

• Canaccord Capital 

• CIBC Wood Gundy 

• Desjardins Securities 

• Dundee Wealth Management Inc . 

• E*Trade Canada 

• Edward Jones 

• HSBC InvestDirect 

• Investors Group Inc . 

• National Bank Financial 

• RBC Dominion Securities Inc . 

• Raymond James Ltd . 

• Scotia McLeod 

• TD Waterhouse 



.. . . . 
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• 

• 

• 
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SCHEDULE 3 -LIST OF U.S. BROKER DEALERS 

Ameritrade 

Charles Schwab 

Deutsche Bank 

Edward Jones 

E*Trade 

Fidelity Investments 

Goldman Sachs 

Merrill Lynch 

Morgan Stanley 

Scottrade 

Smith Barney 

Trade king 

FolioFN 

Sharebuilder 

UBSAG 

Zecco.com 
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ORDER 
(CERTIFICATION) 

SUTTS, STROSBERG LLP 
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Fax: (519) 561.6203 

SISKINDS LLP 
Lawyers 
680 Waterloo Street 
P.O. Box 2520 
London ON N6A 3V8 

A. DIMITRI LASCARIS 
LSUC # 50074A 
MICHAEL G. ROBB 
LSUC # 45787G 
Tel: (519) 672-2121 
Fax: (519) 672-6065 

LA WYERS FOR THE PLAINTIFFS 

FILE: 48-093-000 
REF: HTS/Ig 



This is Exhibit "E-2" 
mentioned and referred to in the 
Affidavit of Daniel E. H. Bach, 
sworn before me at the City of 
Toronto, in the Province of 
Ontario, this 2nd day of April, 
2012. 

A Co 
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ONTARIO 
SUPERIOR COURT OF JUSTICE 

Court File No.: 59725 

THE HONOURABLE ) 
) 
) 

Tuesday, the 1st day 

WSTICE TAUSENDFREUND of March, 2011 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

ORDER 

THIS MOTION made by the Plaintiffs, for an order certifying the action as a class 

proceeding, was argued during the hearing of October 4, 5, 6, 7 and 8, 2010 in London, Ontario. 

ON READING the materials filed and on hearing the submissions of counsel for the 

Plaintiffs, toe the Defendants, and for the Proposed Defendants Larsori and Cooley, and for 

Reasons for I~Jdgment released this day: 

1. THIS COURT ORDERS that, for the purposes of this Order, the following definitions 

apply: 
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1. "Arctic" means Arctic Glacier Inc.; 

n. "Class Period" means the period from March 13, 2002 to September 16, 2008; 

iii. "Defendants" means the Income Fund, Arctic and the Individual Defendants (as 
defined below); 

1v. "Excluded Persons" means the Defendants and Larson and Cooley, members of 
the immediate families of the Individual Defendants and Larson and Cooley, any 
officers, directors or employees of the Income Fund or Arctic or any subsidiary of 
the Income Fund or Arctic or any subsidiary of the Income Fund or Arctic, any 
entity in respect of which any such person has a legal or de facto controlling 
interest, and any legal representatives, heirs, successors or assigns of any such 
person or entity; 

v. "Income Fund" means Arctic Glacier Income Fund; 

, Vl. "Individual Defendants" means the Defendants, Richard L. Johnson, Keith W. 
McMahon, Douglas A. Bailey, and, in their personal capacities and as trustees of 
the Income Fund, James E. Clark, Robert J. Nagy, Gary A. Fihnon and David R. 
Swaine; 

vii. the "OSA Order" means the Order issued on the concurrent motion of the 
Ph,;Jitiffs for leave to commence an action against the Defendants and Frank 
Larson and Gary Cooley under Part XXIII.l of the Securities Act; 

viii. the "Rule 21 Order" means the Order issued on the concurrent motion of the 
Defendants to strike portions of the Plaintiffs' pleading in this matter; 

IX. "Securities Act" means the Securities Act, R.S.O. 1990, c. S.S; 

x. "Trustees" means the Defendants Clark, Nagy, Filmon and Swaine, collectively. 

2. THIS COURT ORDERS that the proceeding, as amended by the Rule 21 and OSA 

Orders, is hereby certified as a class proceeding pursuant to s. 5 of the Class Proceedings 

Act, 1992, S.O. 1992, c. 6. 

3. THIS COURT ORDERS that the Class be defined as: 

All persons and entities, wherever they may reside or be domiciled, other than 
Excluded Persons, who acquired Units of the Income Fund during the period from 
March 13, 2002 to September 16, 2008. 
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4. THIS COURT ORDERS that the Plaintiffs Alexander Dobbie and Michael Benson are 

appointed as the representative plaintiffs for the Class. 

5. THIS COURT DECLARES that the causes of action asserted on behalf of the Class are: 

1. On behalf of the members of the Class ("Class Members') who purchased Units 

of the Income Fund during a period of distribution or distribution to the public 

.Pursuant to the Income Fund's prospectuses dated May 17,2006 and January 25, 

2007, statutory claims for misrepresentation in a prospectus pursuant to s.130 of 

the Securities Act and the analogous provisions of the securities legislation of 

each other Canadian jurisdiction; 

11. On behalf of Class Members who purchased Units of the Income Fund pursuant 

to any prospectus issued by the Income Fund during the Class Period, negligence 

simpliciter; 

iii. On behalf of Class Members who acquired Units of the Income Fund in the 

secondary market, statutory claims for misrepresentation in secondary market 

disclosure documents pursuant to s. 138.3 of the Securities Act and the analogous 

provisions of the securities legislation of each other Canadian jurisdiction; 

lV. On behalf of all Class Members, negligent misrepresentation; and 

v. On behalf of all Class Members, breach of trust. 
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6. THIS COURT DECLARES that the common issues are: 

{1] Did some or all of the following disclosure documents of the Income Fund contain a 
misreprese~ation'l 

(i) 

(ii) 

(iii) 

(iv} 

(v} 

(vi) 

(.vii) 

(viii) 

(ix) 

(x) 

(xi) 

(xii) 

(xiii) 

(xiv) 

(xv) 

(xvi) 

(xvii) 

(xviii) 

(xix) 

(xx) 

(xxi) 

Prospectus dated March 13, 2002 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended March 31, 2002 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended June 30, 2002 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended September 30, 2002 

Annual Report, for the year ended December 31, 2002 

Management's Discussion and Analysis, for the year ended December 31, 
2002 

Audited Annual Financial Statements, for the year ended December 31, 2002 

Amended Annual Report, for the year ended December 31, 2002 

Renewal Information Form, for the year ended December 31, 2002 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended March 31, 2003 

Prospectus dated June 17, 2003 

.Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended June 30, 2003 

Prospectus dated September 29, 2003 

Prospectus dated October 8, 2003 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended September 30, 2003 

Management's Discussion and Analysis, for the year ended December 31, 
2003 

Audited Annual Financial Statements, for the year ended December 31, 2003 

Annual Information Form, for the year ended December 31, 2003 

Annual Report, for the year ended December 31, 2003 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended March 31, 2004 

Management's Discussion and Analysis and Interim Financial Statements, for 
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the period ended June 30, 2004 

(xxii). Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended September 30, 2004 

(xxiii) Annual Information Form, for the year ended December 31, 2004 

(xxiv) Annual Report, for the year ended December 31, 2004 

(:xXV) Management's Discussion and Analysis, for the year ended December 31, 
2004 

(xxvi) Audited Annual Financial Statements, for the year ended December 31, 2004 

(JQCVii) Management's Discussion and Analysis and Interim Financial Statements, for 
tlle period ended March 31, 2005 

(xxviii) Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended June 30, 2005 

(xxix) Prospectus dated September 13, 2005 

(xxx) Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended September 30, 2005 

(xxxi) Annual Information Form, for the year ended December 31, 2005 

(xxxii) Almual Report, for the year ended December 31, 2005 

(xxx.Hi) Management's Discussion and Almlysis, for the year ended December 31, 
2005 

(xxxiv) Audited Annual Financial Statements, for the year ended December 31, 2005 

(xxxv) Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended March 31, 2006 

(xxxvi) Prospectus dated May 17, 2006 

(xxxvii) Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended June 30, 2006 

(xxxviii) Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended September 30,2006 

(xxxix) Prospectus dated January 25, 2007 

(x1) Almual Information Form, for the year ended December 31, 2006 

(xli) Annual Report, for the year ended December 31, 2006 

(Ylii) Management's Discussion and Analysis, for the year ended December 31, 
2006 
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(xliii) 

(xliv) 

(xlv) 

(xlvi) 

(xlvii) 

(xlviii) 

(xlix) 

(1) 

(li) 

(Iii) 

(liii) 

(liv) 

(lv) 

(lvi) 
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Audited Annual Financial Statements, for the year ended December 31, 2006 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended March 31, 2007 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended June 30, 2007 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended September 30, 2007 

Press Release, dated March 6, 2008 

Press Release, dated March 9, 2008 

Annual Information Form, for the year ended December 31, 2007 

Amended Annual Report, for the year ended December 31, 2007 

Management's Discussion and Analysis, for the year ended December 31, 
2007 

Audited Annual Financial Statements, for the year ended December 31, 2007 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended March 31, 2008 

Press Release, dated August 7, 2008 

Material Change Report, dated August 12, 2008 

Management's Discussion and Analysis and Interim Financial Statements, for 
the period ended June 30, 2008 

[2] If the answer to [1] is yes, are any of the Defendants, Larson or Cooley liable to any 
Class Members pursuant to Section 138.3 of the Securities Act or the analogous provisions of 
the securities legislation ofthe other Canadian jurisdictions? 

[3] If the answer to [2] is yes, what damages are payable by each such Defendant, Larson, or 
Cooley in respect of that liability? 

[4] If the answer to [1] regarding the prospectuses of May 17, 2006 and/or of January 25, 
2007 is yes, are any of the Defendants liable to any Class Members pursuant to s.130 of the 
Securities Act or the analogous provisions of the securities legislation ofthe other Canadian 
jurisdictions? 

[5] If the answer to [4] is yes, what damages are payable by each such Defendant in respect 
of that liability? 

[6] Did any of the Defendants (other than the Income Fund) owe any Class Members a duty 
of care? If so, which such Defendants owed what duty and to whom? 

[7] If t.'1e answer to [ 6] is yes, did any such Defendants breach their duty of care? If so, 
which such Defendants breached their duty and how? 
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[8] If the answer to [7] is yes, did the breach of that duty of care cause damage to those Class 
Members? If so, what is the appropriate measure ofthat damage? 

[9J In respect of the Class Members' negligent misrepresentation claim, what is the 
procedure whereby Class Members must demonstrate their individual reliance upon those 
Defendants' misrepresentations (if so found)? 

[1 0} Did any Trustees commit a breach of trust? 

[II] If so, what damages are payable by those Trustees to the Class Members in respect of 
their breach of trust? 

[12] Is the Income Fund vicariously liable or otherwise responsible for the acts of the other 
Defendants, Larson or Cooley? 

[131 Is Arctic Glacier Inc. vicariously liable or otherwise responsible for the acts of the other 
udendants, Larson, or Cooley? 

[l4J Should any Defendants (other than the Income Trust) pay punitive damages to Class 
Mt:robers? If so, who, in what amount, and to whom? 

[ 15] Should the Defendants pay the cost of administering and distributing the recovery? If 
so, which Defendants should pay, and how much? 

7. THIS COURT ORDERS that the Plaintiffs' Litigation Plan is approved in the form 

attached hereto as Schedule A. 

8. TIDS COURT ORDERS that Class Members may only opt-out of the Class in 

accordance with the directions and prior to the date specified in the notice of certification 

to be approved by this Court 

. 
9. THIS COURT ORDERS that no other proceeding relating to the subject matter of this 

action may be commenced without leave of the Honourable Justice Tausendfreund 

obtained on notice to the parties hereto. 

10. THIS COURT ORDERS that costs be awarded to the Plaintiffs for this motion, on 

consent, in the amounts of $12,500 payable by Larson, $12,500 payable by Cooley, and 

?')9 
',) .~.. ~ 
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$75,000 payable by the other Defendants jointly and severally, each sum inclusive of all 

fees; disburstSrnents and interest, and payable within 30 days of the date of this Order. 

ORDER ENTERED 
77-72 

SEP 13 2011 
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PLAINTIFFS' LITIGATION PLAN 

UPDATED AS OF MARCH 1, 2011 

DEFINED TERMS 

-1. This Litigation Plan supercedes the Plaintiffs1 Litigation Plan dated June 1) 2009. It is 

subject to further direction of the court and input of the defendants. 

2. Capitalized t_erms that are not defined in this litigation plan ("Plan") have the meanings as 

particularized in the statement of claim. 

CLASS COUNSEL 

3. The Plaintiffs have retained Siskinds LLP ("Class Counsel") to prosecute this class 

action. Class Counsel has the requisite knowledge, skill, experience, and resources to 

prosecute the action to resolution. 

THE COMPOSITION OF THE CLASS 

4. The Plaintiff.~ seek to represent the Class, consisting of: 

all persons and entities, wherever they may reside or be domiciled, other than 
Excluded Persons, who acquired Units of Arctic Glacier during the period of 
March 13, 2002 to September 16, 2008. 

5. "Excluded Persons" means: 

the Defendants and Larson and Cooley, members of the immediate families of 
the Individual Defendants and Larson and Cooley, any officers, directors or 
employees of the Income Ftmd or Arctic or any subsidiary of the Income Fund 
or Arctic, any entity in respect of which any such person has a legal or de facto 
controlling interest, and any legal representatives, heirs, successors or assigns of 
any such person or entity. 

REPORTING AND COMMUNICATION 

6. Class Counsel has posted information about the nature and status of this action on their 

website at http://www.classaction.ca/contentlactions/arctic.asp (the "Website"). That 

information will be updated regularly. Copies of important, publicly available court 
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documents, court decisions, notices, documentation and other information relating to the 

action are or will be accessible from the Website. 

7. The Website also: 

(a) contains a communication webpage, a feature that permits putative Class 

Members to submit inquiries to Class Counsel which are sent directly to a 

designated member of Class Counsel team, who will promptly respond; 

(b) lists a toll-free telephone direct dial number tbr a designated person with Class 

Counsel, permitting putative Class Members to make inquiries to a live person. 

DOCUMENT MANAGEMENT 

8. Class Counsel will use data management systems to organize, code and manage the 

documents produced by the defendants and all relevant documents in the Plaintiffs' 

possession. The agreement of Defendants• counsel will be sought to facilitate electronic 

exchange of documents. 

LITIGATION SCHEDULE 

9. The Pla1ntiffs will seek agreement on a litigation schedule going forward. In the 

alternative, the Plaintiffs will ask the Court, acting in its case management capacity, to fix 

such a schedule. 

NOTICE PURSUANT TO SECTION 138.9 OF THE OSA 

10. Pursuant to s. 138.9 of the OSA, the Plaintiff will: 

(a) promptly issue a news release disclosing that leave has been granted to commence 
an action under Part XXITI. 1; 

(b) send a written notice to the OSC within seven days, together with a copy of the 
news release; and 
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(c) send a copy of the Proposed Claim, as filed, to the OSC. 

11. Prior to the issuance of that notice, the Plaintiff will bring a motion for an order 

approving the form, content and manner of distribution of the s. 138.9 notice, and 

requiring the defendants to pay the costs thereof In the event that the Court does not 

order the Defendants to pay those costs, then the Plaintiff will issue that notice at its own 

expense, reserving its right to seek recovery of these costs from the Defendants by order 

of the judg~ presiding at the trial of the common issues. 

NOTICE OF CER11FICATION OF THE ACTION AS A CLASS PROCEEDING AND 
THE OPT-OUT PROCEDURE 

12. The Plaintiffs propose that a notice advising of the certification be circulated to advise 

Class Members, among other things, that: 

(a) the court certified the action as a class proceeding; 

(b) a person may only opt out ofthe class proceeding by sending a written election to 

opt out to the recipient designated by the court before a date fixed by the court; 

(c) a person may not opt out of the class proceeding after the date fixed by the court; 

and 

(d) if the common issues are resolved in favour of the Class Members, claimants may 

be required to register, file a claim and submit documentation to a designated 

person in order to be entitled to any compensation. 

13. The Plaintiffs propose that the notice advising of certification, in a form approved by the 

court, be distributed and published in the following manner: 

(a) posted by Class Counsel on the Website; 
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(b) provided by Class Counsel to any person who requests it. 

(c) published once in the national edition of The Globe and Mail, Report on Business 

section; 

(d) published once in the national edition of the National Post, Financial Post section; 

(e) made available orally by recorded message at Class Counsel's toll-free line; 

(f) sent electronically by Class Counsel to the list of brokers in Canada attached as 

Schedule 1 asking them to bring the Notice to the attention of their clients who 

acquired Arctic Glacier Units during the Class Period, and offering to reimburse 

tl1e actual cost of doing so up to an amount per Class Member to be fixed by the 

Court, provided that the notice is mailed or emailed within 30 days of the request 

having been made; 

(g) placed online at the websites listed on Schedule 2; and 

.G) posted by Arctic Glacier in a prominent location on its website at 

www. arcticglacierinc. com. 

14. The plaintiffs and defendants shall each pay 50 percent of the costs of the Notice 

Program. The successful parties at the trial of the common issues may seek to recover 

their share of these costs from the unsuccessful parties by order ofthe trial judge. 

THE PLAINTIFFS' EXPERTS 

15. To date, the Plaintiffs have retained Forensic Economics Inc., a firm of economists and 

damages· experts to provide assistance on the efficiency of the market for trading in the 

Income Fund's units during the Class Period, as well as damages calculations. 
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16. Class Counsel has the expertise and resources to identify and retain appropriate expert 

assistance as the matter proceeds. 

THE CLAIMS OF CLASS MEMBERS WHO RESIDE OUTSIDE OF ONTARIO 

17. The Class may include persons who reside outside of Ontario. Therefore, the defendants 

may assert defences concerning conflicts of laws. The Plaintiffs assert that the laws of 

the Province of Ontario apply to the claims of each Class Member wherever resident. If 

the defendants dispute this assertion, the plaintiffs may seek an order amending the 

certification order to include a common issue determining whether Ontario law applies to 

the claims of all Class Members, and if not what factors are determinative in deciding 

which forum's law applies. 

REFINEMENT OF COMMON ISSUES 

18. Following the filing of statements of defence and the completion of discovery, the parties 

may seek an amendment of the order certifying this proceeding to deal with any 

necessary refinement to the common issues arising from those processes. 

TRIAL OF THE COMMON ISSUES 

19. The Plaintiffs will ask the court to hold the trial of the common issues six ( 6) months 

after the completion of the examinations for discovery and the production of the 

information required by the undertakings and any motions. 

NOTICE OF THE RESOLUTION OF THE COMMON ISSUES 

20. If the common issues, or some of them, are resolved in favour of the Plaintiffs, the court 

will be asked to: 

(a) settle the form and content of the notice of resolution of the common issues; 
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(b) order that the notice ofthe resolution ofthe common issues be distributed to those 
.• 

Class Members who did not validly opt out; 

(c) prescribe the information required from Class Members in order to make a claim 

under Part XXIII. I of the OSA; 

(d) prescribe the information and procedure required in order for Class Members to 

make a claim at common law; and 

(e) . set a date by which each Class Member will be required to file a claim. 

21. The Plaintiffs propose that the notice of resolution advise Class Members, among other 

things: 

(a) that the Plaintiffs were successful on the common issues, or some of them; 

(b) that no Class Member will be entitled to any compensation unless a claim is filed 

in a prescribed manner by a fixed date; 

(c) of the procedure to file a claim; 

(d) that damages for each Class Member under Part XXIII. I of the OSA will be 

calculated based on her/his/its trading particulars; 

(e) that each Class Member will have the opportunity to review and, if necessary, 

provide information to correct the calculation of his/her/its damages under Part 

XXIII. I of the OSA by accessing personal transaction particulars through the 

secure portion of the Website; 
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(f) that if the liability caps under Part XXIII. I of the OSA are engaged, each Class 

Member will have the opportunity to come forward and establish the DefendantS1 

liabilfl:y at common law by proving the facts prescribed by the court, should the 

claimant choose to do so; and 

(g) that their rights against the Defendants in relation to the misrepresentations 

contruned in the Class Period disclosure documents will be deemed to have been 

finally adjudicated whether they submit a claim or not. 

22. The Plcintiffs will ask the court to order that the notice of resolution of the common 

issues be distributed substantially in accordance with the procedure set out in paragraph 

13 and 14 above. 

CLAIMS PROCESS 

23. The Plaintiffs will ask the court to appoint an Administrator, with such rights, powers and 

duties as the court directs, to receive and evaluate claims in accordance with the protocols 

approved by the court pursuant to section 25 of the CPA. 

24. The Plaintiffs will ask the court to appoint one or more Referees with such rights, powers 

and duties as the court directs to conduct references in accordance with protocols 

approved by the court. 

25. In order to simplify the claims process, the Administrator will, wherever practical, utilize: 

(a) a paperless, electronic state-of-the-art web-based technology system which will 

include a secure database that is incorporated into the Website enatabase"); 

(b) standardized claims forms and filing procedures; and 
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(c) summary methods of introducing documentary evidence. 

26. The cmut will be asked to set a deadline ("Claims Deadline") by which Class Members 

must file their claims with the Administrator. 

27. Any person who does not file a claim with the Administrator before the Claims Deadline 

will not be eligible to participate in the damages assessment procedure and will not be 

entitled to recover any damages without leave ofthe court. 

28. In order to file a claim, a person must, on or before the Claims Deadline: 

(a) register on the Database, or by mail or by fax, with the Administrator; and 

(b) submit such documentation to the Administrator as required by the court in 

support of the claim. 

29. The types of records which shall constitute sufficient proof of a claim shall be specified 

in a protocol to be approved by the court and may include trading account statements, 

trade confirmation slips or other evidence confirming acquisition of Arctic Glacier Units, 

and, if applicable, evidence confirming disposition of the Arctic Glacier Units. The 

nature of the claims asserted suggest that such documentation will conclusively 

determine an individual's eligibility to file a claim and may be conclusive of their 

entitlement to damages, depending on the resolution of the common issues. 

30. The name, address and amount claimed by each person who files a claim with the 

Administrator before the Claims Deadline shall be added to the Database and provided 

with an identification name and a password by the Administrator to permit the person 

access to her/his/its claims information in the Database. 
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31. If any claimant disagrees with the Administrator's decision relating to eligibility or 

calculation of damages, she/he/it may elect to have the Administrator's decision reviewed 

by the Referee within a time period fixed by the court. The Referee wiH carry out the 

review of the Administrator's decision in the least expensive, most summary manner 

possible in accordance with a protocol to be approved by the court. The Referee's 

decisions wil1 be final. There shall be no right of appeal from the Referee's decision. 

DA]{AGESGENERALLY 

32. Each Class Member may be entitled to: 

(a) damages assessed in accordance with the assessment formula provided ins. 138.5 

of the OSA, or a pro rated amount in respect thereof; or 

(b) damages with respect to the claims for common law negligence, 

misrepresentation or conspiracy; and 

(c) a share of the punitive damage award, if any, allocated as the court directs at the 

trial of the common issues; plus 

(d) prejudgment interest; plus 

(e) postjudgment interest. 

STATUTORY DAMAGES UNDERPART XXIII.l OF THE OSA 

33. Part XXIII.l of the OSA provides specific directions for the calculation of damages 

payable under those provisions. The Plaintiffs will ask the court at the common issues 

trial to determine the formula by which the damages of Class Members are to be 

calculated. 
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34. The Administrator will review the share purchase and sale data of each Class Member 

who makes a claim, and calculate damages under Part XXIII.l ofthe OSA pursuant to the 

formulae ordered by the court in the judgment on the common issues. 

35. In respect of each claimant who files a claim before the Claims Deadline, the 

Administrator shall make a decision, and promptly notify the claimant of the following: 

(a) whether the person is an eligible claimant; and 

(b) the amount of the person's damages calculated pursuant to Part XXIII.l of the 

OSA. 

36. The Administrator shall post its conclusions on the Database and/or communicate them 

electronically or in writing by mail or by fax to the persons affected in accordance with a 

protocol to be approved by the court. 

37. Each claimant will be able to access the Administrator's decision and damage 

calculations by going to the Database and inputting an identification name and password. 

The Defendants determined by the court to be liable shall also have access to the 

Database. 

38. Mter a claimant has reviewed damage calculations in the Database, the claimant, or the 

Defendants determined by the court to be liable, can advise the Administrator, within a 

time period fixed by the court, of any disagreement they may have with the information 

and/or calculations. 

39. After being advised of a disagreement by the Class Member within the period fixed by 

the court, the Administrator shall consider any information provided by the claimant 

341 
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and/or th~ Defendants and provide its decision on eligibility and/or the damages 

calculation. 

COMMON LAW AND EQUITABLE DAMAGES 

40. In the event that: 

(a) the damages payable by the Defendants are capped pursuant to section 138.7 of 

the OSA and the Class Members' statutory recovery provides them with less than 

full compensation; and 

(b) the court's findings at the completion of the common issues trial are such that 

there remain individual issues to be resolved in order for Class Members to 

prevail on their claims for breach of trust, negligence, misrepresentation or 

c-onspiracy at common law; 

Class Members will be provided with the opportunity to come forward to prove any such 

individual issues and their damages pursuant to those causes of action. 

41. The Class Members will be notified of the court's judgment following the 

Administrator's First Report to Court. Within 60 days of the date of notification Class 

Members will be required to give notice of their intention to proceed with a claim at 

common law by providing a statement of the facts (limited to those facts relating solely to 

the individual issues) on which they rely. 

Small Claims (Under $25,000) 

42. Class Members with remaining claims of less than $25,000 wishing to proceed with such 

claims will be required to file affidavit evidence setting out their evidence with respect to 

the individual issues remaining to be proven. Any Defendant may cross-examine an 
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affiant on their affidavit by written interrogatories (in accordance with rule 3 5 of the 

Rules of Civil Procedure) should they wish to challenge the evidence. The Referee will 

then make a decision with respect to the Class Member's claim on the basis of the 

affidavit and the answers to the written interrogatories. 

Summary Claims ($25,000-$100,000) 

43. Class Members with remaining claims worth between $25,000 and $100,000 wishing to 

proceed with such claims shall proceed in accordance with the simplified procedure set 

out in rule 76 of the Rules of Civil Procedure and will be required to file: 

(a) an affidavit of documents prepared in accordance with rule 76.03; and 

(b) affidavit evidence relating to the individual issues remaining to be proven. 

44. The Referee may make decisions on the claims of the Class Member on the basis of the 

rel~ord, .or may, in her or his discretion, conduct a summary trial of such claims in a 

manner analogous to the procedure contained in rule 76.12 of the Rules of Civil 

Procedure. 

FulJ Claims (Over $100,000) 

45. Class Members with remaining claims in excess of $100,000 wishing to proceed with 

such claims will be required to: 

(a) serve on the Defendants an affidavit of documents prepared in accordance with 

rule 30.03 of the Rules of Civil Procedure; and 

(b) attend for an oral examination for discovery (in accordance with rule 34), or 

provide answers to written interrogatories (in accordance with mle 35), as any 

Defendant wishing to examine them may elect. 
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46. The Referee may, in its discretion, make a decision on the individual issues based on the 

documentary· and discovery evidence, or conduct a trial of such claims. 

THE ADMINISTRATOR'S FIRST REPORT TO COURT 

47. Once the Referee(s) has conducted all of the proceedings described above, the 

Administrator will present the findings to the court in the Administrator's Second Report 

to the Court. 

48. The e0:1rt will be asked: 

(a) to review the Administrator's Second Report to the Court and enter judgment in 

accordance with it; 

(b) decide whether or not to authorize the Administrator to make a distribution to the 

eligible Class Members; and 

(c) discharge the Referee( s) from his or her mandate. 

49. If the total available for distribution to Class Members is not fully disbursed to the Class 

Members within a period of time fixed by the court, the unpaid amount shall be 

distributed by the Administrator to designated recipients cy pres in such manner and on 

such terms as the court may direct. 

ADMINISTRATOR'S FINAL REPORT TO COURT 

50. After the Administrator makes its final distribution, it shall report to the court and be 

discharged as the Administrator. 
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ORDERS RELATING TO CLASS COUNSEL'S FEES AND mE COSTS OF 
ADMINISTRATION 
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51. After the trial of the common issues, the Plaintiffs will ask the court to approve an 

agreement respecting fees and disbursements with Class CounseL To the extent that the 

approved Class Counsel's fees, disbursements and GST are not completely paid by the 

costs recovered from the Defendants, the unpaid balance shall be a first charge on the 

total recovery and paid before any distribution to the Class Members. 

52. The Plaintiffs will ask the court to order that the defendants pay all administration costs, 

including the costs of all notices associated with the process and the fees and 

disbur~P.ments of the Administrator and Referee as these costs are incurred. Absent that 

court order, the Plaintiffs will seek an order that these costs be paid out of the total 

recovery after payment of Class Counsel's fees and disbursements but before any 

distribution to the Class Members. 

MOTIONS FOR DIRECTIONS 

53. Any party, the Administrator or the Referees may at any time apply to the court for 

directions in respect of this Litigation Plan. 

FURmER ORDERS CONCERNING THIS PLAN 

54. This Plan may be amended from time-to-time by directions given at case conferences or 

by further order of the court. 

EFFECT OF THIS PLAN 

55. This Plan shall be binding on aU Class Members who do not opt out in accordance with 

the procedure directed by the court whether or not they make a claim under the Plan. 
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• Assante Corp 

• BMO Nesbitt Burns 

• Canaccord Capital 

• CIBC Wood Gundy 

• Desjardins Securities 

• Dundee Wealth Management fuc. 

• E*Trade Canada 

• Edward Jones 

• HSBC fuvestDirect 

• fuvestors Group Inc. 

• National Bank Financial 

• RBC Dominion Securities Inc. 

• Raymond James Ltd. 

• Scotia McLeod 

• TD Waterhouse 

Schedule 1 

Brokers 



• Google Finance 

• Google Finance Canada 

• MarketWatch 

• Stock house. ca 

• TheStreet.com 
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Schedule2 

List of Websites 

• Google (in response to searches for "Arctic Glacier class action in Canada") 

• Google.ca (in response to searches for "Arctic Glacier class action in Canada") 

• Yahoo! (in response to searches for "Arctic Glacier class action in Canada") 
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• Yahoo! Canada (in response to searches for «Arctic Glacier class action in Canada") 

• Live Search (in response to searches for "Arctic Glacier class action in Canada") 
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RECITALS 

SINO·FOREST CLASS ACTION 
NATIONAL SETTLEMENT AGREEMENT 

A. WHEREAS the Proceedings have been commenced by the Plaintiffs in Ontario and 

Quebec which allege that the Settling Defendant made misrepresentations regarding the assets, 

business and transactions of Sino-Forest contrary to the OSA, the QSA, the civil law of Quebec 

and the common law of the rest of Canada~ 

B. AND WHEREAS the Settling Defendant believes that it is not liable in respect of the 

claims as alleged in the Proceedings and the Settling Defendant believes that it has good and 

reasonable defences in respect of the merits in the Proceedings; 

C. AND WHEREAS the Settling Defendant asserts that it would actively pursue its defences 

in respect of the merits during the course of certification, during the course of discovery and at 

trial if the Plaintiffs continued the Proceedings against it; 

D. AND WHEREAS. despite the Settllng Defendant's belief that it is not liable in respect of 

the claims as alleged in the Proceedings and its belief that it has good and reasonable defences in 

respect of the merits, the Settling Defendant has negotiated and entered into this Settlement 

Agreement to avoid further expense, inconvenience, and burden of this litigation and any other 

present or future litigation arising out of the facts that gave rise to this litigation and to achieve 

final resolutions of all claims asserted or which could have been asserted against the Settling 

Defendant by the Plaintiffs on their own behalf and on behalf of the classes they seek to 

represent, and to avoid the risks inherent in uncertain, complex and protracted litigation; 

E. AND WHEREAS counsel for the Settling Defendant and counsel for the Plaintiffs have 

engaged in extensive arm's-length settlement discussions and negotiations in respect of this 

Settlement Agreement; 

F. AND WHEREAS as a result of these settlement discussions and negotiations, the Settling 

Defendant and the Plaintiffs have entered into this Settlement Agreement, which embodies all of 

the tenns and conditions of the settlement between the Plaintiffs and the Settling Defendant, both 

individually and on behalf of the Settlement Class, subject to approval of the Courts; 
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G. AND WHEREAS the Plaintiffs have agreed to accept this settlement, in part, because of 

the value of the cooperation the Settling Defendant has made and agrees to render or make 

available to the Plaintiffs and/or Class Counsel pursuant to this Settlement Agreement, as well as 

the attendant risks of litigation in light of the jurisdictional issues relating to the Settling 

Defendant, the potential defences that may be asserted by the Settling Defendant and the 

challenges of enforcement against the Settling Defendant in a foreign jurisdiction; 

H. AND WHEREAS the Plaintiffs recognize the benefits of the Settling Defendant's early 

cooperation in respect of the Proceedings; 

I. AND WHEREAS the Settling Defendant does not admit through the execution of this 

Settlement Agreement any allegation of unlawful conduct alleged in the Proceedings; 

J. AND WHEREAS the Plaintiffs and Class Counsel have reviewed and fully understand 

the tenns of this Settlement Agreement and, based on their analyses of the facts and law 

applicable to the Plaintiffs' claims, and having regard to the burdens and expense in prosecuting 

the Proceedings, including the risks and uncertainties associated with trials and appeals, the 

Plaintiffs and Class Counsel have concluded that this Settlement Agreement is fair, reasonable 

and in the best interests of the Plaintiffs and the classes they seek to represent; 

K. AND WHEREAS the Plaintiffs, Class Counsel and the Settling Defendant agree that 

neither this Settlement Agreement nor any statement made in the negotiation thereof shall be 

deemed or construed to be an admission by or evidence against the Settling Defendant or 

evidence of the truth of any of the Plaintiffs• allegations against the Settling Defendant, which 

the Settling Defendant expressly denies; 

L. AND WHEREAS the Settling Defendant is entering into this Settlement Agreement in 

order to achieve a final and nation-wide resolution of all claims asserted or which could have 

been asserted against it by the Plaintiffs in the Proceedings or claims which could in the future be 

brought on the basis of the same events, actions and omissions underlying the Proceedings, and 

to avoid further expense, inconvenience and the distraction of burdensome and protracted 

litigation; 
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M. AND WHEREAS the Parties therefore wish to, and hereby do, finally resolve on a 

national basis, without admission of liability, all of the Proceedings as against the Settling 

Defendant; 

N. AND WHEREAS for the purposes of settlement only and contingent on approvals by the 

Courts as provided for in this Settlement Agreement, the Parties have consented to certification 

of the Ontario Proceeding and authorization of the Quebec Proceedings as class proceedings and 

have consented to a Settlement Class and a Common Issue in each of the Proceedings; 

0. AND WHEREAS for the purposes of settlement only and contingent on approvals by the 

Courts as provided for in this Settlement Agreement, the Plaintiffs have consented to a dismissal 

of each of the Proceedings as against the Settling Defendant; 

NOW THEREFORE, in consideration of the covenants, agreements and releases set forth herein 

and for other good and valuable consideration, the receipt and sufficiency of which is hereby 

acknowledged, it is agreed by the Parties that the Proceedings be settled and dismissed with 

prejudice as to the Settling Defendant only, without costs as to the Plaintiffs, the classes they 

seek to represent or the Settling Defendant, subject to the approval of the Courts, on the 

following terms and conditions: 

SECilON l -DEFINITIONS 

For the purpose of this Settlement Agreement (as hereinafter defined): 

(l) Affiliates means, in respect of any Person, any other Person or group of Persons that, 

directly or indirectly through one or more intermediaries, control, are controlled by, or are under 

common control with, such Person first mentioned, and for the purposes of this definition, 

"control" means the power to direct or cause the direction of the management and policies of a 

Person whether through the ownership of voting securities, by contract or otherwise. 

(2) Approval Hearings means the hearings to approve the motions brought by Ontario 

Counsel before the Ontario Court and Quebec Counsel before the Quebec Court, for such 

Courts' respective approval of the settlement provided for in this Settlement Agreement. 

(3) Auditors means, collectively, Ernst & Young LLP and BDO Limited (fonnerly known as 

BDO McCabe Lo Limited). 
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( 4) Class Counsel means, collectively, Ontario Counsel and Quebec CounseL 

(5} Class Period means March 19, 2007 to June 2, 2011. 

(6} Common Issue in each of the Ontario Proceeding and Quebec Proceeding means: Did 

the Settling Defendant make misrepresentations as alleged in this Proceeding during the Class 

Period concerning the assets, business or transactions of Sino-Forest? If so, what damages, if 

any, did Settlement Class Members suffer? 

(7) Courts means, collectively, the Ontario Court and the Quebec Court. 

(8) Defendants means, collectively, the Persons named as defendants in the Proceedings as 

set out in Schedule A and any other Person who is added as a defendant in the Proceedings in the 

future. 

(9) Effective Date means the date when the Final Order has been received from the last of 

the Ontario Court and the Quebec Court to issue the Final Order. 

( 1 0) Excluded Person means the Defendants, their past and present subsidiaries, affiliates, 

officers, directors, senior employees, partners, legal representatives, heirs, predecessors 

successors and assigns, and any individual who is a member of the immediate family of an 

individual Defendant. 

( 11) Final Order means a final judgment entered by the Ontario Court or the Quebec Court in 

respect of both: (i) the certification or authorization of the Ontario Proceeding or the Quebec 

Proceeding, respectively, as a class proceeding; and (ii) the approval of this Settlement 

Agreement; but only once the time to appeal such judgment has expired without any appeal 

being taken, if an appeal lies or, once there has been affirmation of the certification or 

authorization of a Proceeding as a class proceeding and the approval of this Settlement 

Agreement, upon a final disposition of all appeals therefrom. 

(12) Non-Settling Defendant means a Defendant that is not the Settling Defendant. 

(13) Notice of CertifiCation/Authorization and Approval Hearings means the fonn or forms 

of notice, agreed to by the Plaintiffs and the Settling Defendant, or such other fonn or forms as 

may be approved by the Courts, which informs the Settlement Class of: (i) the certification of the 
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Ontario Proceeding or authorization of the Quebec Proceeding solely for the purposes of this 

Settlement; (ii} the dates and locations of each of the Approval Hearings; (iii) the principal terms 

of this Settlement Agreement; (iv) the process by which Settlement Class Members can opt out 

of each of the Proceedings; and (v) the Opt Out Deadline in respect of each of the Proceedings. 

(14) Ontario Proceeding means Ontario Court File No. CV-11-431153-00CP (Toronto). 

(15) Ontario Counsel means Siskinds LLP and Koskie Minsky LLP. 

(16) Ontario Court means the Ontario Superior Court of Justice. 

(17) Opt-Out Administrator means the Person appointed by the Courts to receive and report 

on Opt Outs. 

(18). Opt-Out Deadline means the date which is sixty (60) days after the date on which the 

Notice of Certification/Authorization and Approval Hearings is first published. 

(19) OSA means the Securities Act, RSO 1990, c S.5. 

(20) Other Actions means, without limitation, actions, suits, proceedings or arbitration, civil, 

criminal, regulatory or otherwise, at law or in equity, other than the Proceedings, relating to 

Released Claims commenced by a Settlement Class Member either before or after the Effective 

Date. 

(21) Parties means, collectively, the Plaintiffs, Settlement Class Members and the Settling 

Defendant. 

(22) Person means an individual, corporation, partnership, limited partnership, limited 

liability company, association, estate, legal representative, trust, trustee, executor, beneficiary, 

unincorporated association, government or any political subdivision or agency thereof, and any 

other business or legal entity and their heirs, predecessors, successors, representatives, or 

assignees. 

(23) Plaintiffs means the Persons named as plaintiffs in the Proceedings as set out in Schedule 

A, and any other Person who may in the future be added as plaintiff to either of the Proceedings. 

(24) PRCmeans the People's Republic of China. 
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(25) Proceedings means, collectively, the Ontario Proceeding and the Quebec Proceeding. 

(26) Proportionate Liability means that proportion of any judgment that, had they not settled, 

the Ontario Court would have apportioned to the Releasees. 

(27) QSA means the Quebec Securities Act, R.S.Q., c. V-1.1 

(28) Quebec Class Members means all natural persons, as well as all legal persons established 

for a private interest, partnerships and associations having no more than fifty (50) persons bound 

to it by contract of employment under its direction or control during the twelve (12) month 

period preceding the motion for authorization domiciled in Quebec {other than the Defendants, 

their past and present subsidiaries, affiliates, officers, directors, senior employees, partners, legal 

representatives, heirs, predecessors, successors and assigns, and any individual who is an 

immediate member of the families of the individual named defendants) who purchased or 

otherwise acquired, whether in the secondary market, or under a prospectus or other offering 

docwnent in the primary market, equity, debt or other securities of or relating to Sino-Forest 

Corporation, from and including August 12, 2008 to and including June 2, 2011. 

(29) Quebec Counsel means Siskinds Desmeules s.e.n.c.r.l. 

(30) Quebec Court means the Superior Court of Quebec. 

(31) Quebec Proceeding means Quebec Court (District of Quebec) Court file No. 200-06-

000132-111. 

(32) Released Claims means any and a11 manner of claims, demands, actions, suits, causes of 

action, whether class, individual or otherwise in nature, whether personal or subrogated, for 

damages whenever incurred, obligations, liabilities of any nature whatsoever including, without 

limitation, interest, costs, expenses, class administration expenses, penalties, and lawyers• fees 

(including Class Counsel's fees), known or unknown, suspected or unsuspected, in law, under 

statute or in equity, that the Releasors, or any of them, whether directly, indirectly, derivatively, 

or in any other capacity, ever had, now have, or hereafter can, shall or may have, relating in any 

way to any conduct anywhere, from the beginning of time to the date hereof, or in respect of any 

misrepresentations (including, without limitation, any verbal statements made or not made by the 

Settling Defendant's agents) directly or indirectly relating to Sino-Forest, its Subsidiaries 
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(including, without limitation, Greenheart Group Limited) and other Affiliates and their 

respective assets, business and transactions, whether contained in or arising from valuations or 

reports prepared by the Settling Defendant or any Re)easee for Sino-Forest, its Subsidiaries 

(including, without limitation, Greenheart Group Limited) and other Affiliates or elsewhere, or 

relating to any conduct alleged (or which could have been alleged or could in the future be 

alleged on the basis of the same events, actions and omissions) in the Proceedings including, 

without limitation, any such claims which have been asserted, could have been asserted, or could 

in the future be asserted on the basis of the same events~ actions and omissions underlying the 

Proceedings, directly or indirectly, whether in Canada or elsewhere, as a result of or in 

connection with the events discussed in the reports of Sino-Forest's Independent Committee and 

the June 2, 2011 report issued by Muddy Waters LLC in respect of Sino~ Forest, its Subsidiaries 

(incJuding, without limitation, Greenheart Group Limited) and other Affiliates; 

(33) Releasees means, jointly and severally, individually and coJlectively, the Settling 

Defendant, its past and present, direct and indirect, Subsidiaries and other Affiliates, and their 

respective divisions, partners, insurers (solely in respect of any insurance policy applicable to the 

acts or omissions of the Settling Defendant, its past and present, direct and indirect, Subsidiaries 

and other Affiliates), consultants, sub-consultants, attorneys, agents and all other Persons that are 

Affiliates of any of the foregoing, and all of their respective past, present and future officers, 

directors, employees, agents, partners, shareholders, attorneys, trustees, servants and 

representatives and the predecessors, successors, purchasers, heirs, executors, administrators and 

assigns of each of the foregoing, excluding always the Non-Settling Defendants and any of their 

respective current or former Subsidiaries and other Affiliates, officers, directors, executives, 

employees, shareholders, joint venturers and/or partners. 

(34) Releasors means, jointly and severally, individually and collectively, the Plaintiffs and 

the Settlement Class Members and their respective Subsidiaries and other Affiliates, and their 

respective divisions, partners, insurers, consultants, sub-consultants and all other Persons that are 

Affiliates of any of the foregoing, and all of their respective past, present and future officeTS, 

directors, employees, agents, partners, shareholders, attorneys, trustees, servants and 

representatives and the predecessors, successors, heirs, executors, administrators, representatives, 

insurers and assigns. 
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(35) Settlement Agreement means this agreement including the recitals and schedules. 

{36) Settlement Class means, in respect of each of the Ontario Proceeding and the Quebec 

Proceeding, the settlement class defined in Schedule A. 

(37) Settlement Class Member means a member of a Settlement Class who does not validly 

opt-out of that Settlement Class in accordance with section 4.1 and any orders of the Courts. 

(38) Settling Defendant means Ptlyry (Beijing) Consulting Company Limited. 

(39) Sino-Forest means Sino-Forest Corporation. 

( 40) Subsidiary has the meaning ascribed to it in the Canada Business Corporations Act. 

( 41) Underwriters means Credit Suisse Securities (Canada), Inc., m 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 Bane of America Securities LLC, including, without 

limitation, their respective Subsidiaries and other Affiliates and their respective personnel. 

SECTION 2- SETTLEMENT APPROVAL 

2.1 Best Efforts 

The Parties shall use their best efforts to effectuate this settlement and to secure the 

prompt, complete and final dismissal with prejudice of the Proceedings and without further 

recourse as against the Settling Defendant. 

2.2 Motions for Approval 

(I) Each of the Ontario Plaintiffs and Quebec Plaintiffs shall promptly bring motions before 

the Ontario Court and the Quebec Court, respectively, for orders approving the notices described 

in section 1 0 herein, certifying the Ontario Proceeding and authorizing the Quebec Proceeding as 

a class proceeding for settlement purposes only and approving this Settlement Agreement. 

(2) The motions for approval ofthis Settlement Agreement referred to in section 2.2(1) shall 

not be returnable until the Opt Out Deadline has passed. 
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(3) The Ontario order certifying the Ontario Proceeding referred to in section 2.2(1) shall be 

substantially in the form attached hereto as Schedule B-1. The Quebec order authorizing the 

Quebec Proceeding referred to in section 2.2(1) shall be substantially in the form attached hereto 

as Schedule B-2. 

(4) The Ontario order approving the Settlement Agreement referred to in section 2.2(1) shall 

be substantially in the form attached hereto as Schedule C-1. The Quebec order approving the 

Settlement Agreement referred to in section 2.2(1) shall be substantially in the form attached 

hereto as Schedule Cw2, 

(5) The form and content of the orders approving the Settlement Agreement contemplated in 

this section 2.2 shall be considered a material term of this Settlement Agreement and the failure 

of any Court to approve the orders substantially in the form contemplated herein and attached as 

schedules hereto shall constitute a Non-Approval of Settlement Agreement pursuant to section 

5.1 ofthis Settlement Agreement. 

2.3 Pre-Motion Confidentiality 

(1) Until the first of the motions required by section 2.2 is brought, the Parties shall keep all 

of the terms of this Settlement Agreement, and any information or documents related thereto, 

confidential and shall not disclose them without the prior written consent of counsel for the 

Settling Defendant and Class Counsel, as the case may be, except as required for the purposes of 

financial reporting or the preparation of financial records (including, without limitation. tax 

returns and financial statements) or as otherwise required by law, in which case the Party seeking 

to disclose shall provide at least fifteen (15) days written notice to the other Parties of the 

proposed disclosure and the basis for the proposed disclosure. 

(2) Any disclosure of the terms of this Settlement Agreement, and any infonnation or 

documents related thereto, contemplated in subsection 2.3(1) or otherwise shall be for the sole 

and exclusive purpose of seeking approval of this Settlement Agreement by the Courts and 

facilitating the settlement of the Proceedings and release of the Released Claims pursuant to the 

terms of this Settlement Agreement. 

362 



363 
- 10-

SECTION 3- SETTLEMENT BENEFITS 

3.1 Cooperation- No Disclosure of Privileged Communications 

Nothing in this Settlement Agreement shall require, or shall be construed to require, the 

Settling Defendant to disclose or produce any documents or information prepared by or for 

counsel for the Settling Defendant, or to disclose or produce any document or information in 

breach of any order, regulatory directive, regulatory policy, regulatory agreement or law of any 

jurisdiction, or subject to solicitor-client privilege, litigation privilege, attorney-client privilege, 

work product doctrine, common interest privilege, joint defence privilege or any other privilege. 

3.2 Cooperation -No Disclosure of Documents or Information Contrary to Privacy and 
State Secrets Protection Laws 

Nothing in this Settlement Agreement shall require, or shall be construed to require, the 

Settling Defendant to disclose or produce any documents or information, where production of 

such documents or infonnation would potentially result, in the reasonable judgment of the 

Settling Defendant and its coWlsel, in a breach or violation of any federal, provincial, state or 

local privacy law, or any law of a foreign jurisdiction, including, without limitation. PRC privacy 

and state secrets protection laws. 

3.3 Cooperation -No Disclosure of Confidential Information 

Nothing in this Settlement Agreement shall require, or shall be construed to require, the 

Settling Defendant to disclose or produce any confidential documents or information that the 

Settling Defendant holds under commercial arrangements where such disclosure or production 

would potentially result, in the reasonable judgment of the Settling Defendant and its counsel, in 

a breach of contract. 

3.4 Cooperation 

(1) It is understood and agreed that all documents and information provided by the Settling 

Defendant or Releasees to Plaintiffs and Class Counsel under this Settlement Agreement shall be 

used only in connection with the prosecution of the claims in the Proceedings, and shall not be 

used directly or indirectly for any other purpose. Plaintiffs and Class Counsel agree that they 

will not publicize the documents and information provided by the Settling Defendant beyond 
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what is reasonably necessary for the prosecution of the Proceedings or as otherwise required by 

law. 

(2) Within thirty (30) days of the Date of Execution or at a time mutually agreed upon by the 

Parties, the Settling Defendant shall provide, through a meeting between counsel for the Settling 

Defendant and Class Counsel, an evidentiary proffer, which will include verbal infonnation 

relating to the allegations in the Proceedings including, without limitation. a summary of the 

Settling Defendant's material interactions and involvement with Sino-Forest, the Auditors and 

the Underwriters; the Settling Defendant's understanding of Sino-Forest's business model as it 

pertains to timber plantation, purchased forests and forestry management; and the Settling 

Defendant's knowledge and understanding of Sino-Forest's actual or purported revenues and/or 

assets during the Class Period. 

(3) Within thirty (30) days of the Effective Date, or at a time mutually agreed upon by the 

Parties, the Settling Defendant shall provide copies of the following categories of docwnents 

being within the possession, custody or control of the Settling Defendant and the Releasees: 

(a) documents relating to Sino-Forest, the Auditors or the Underwriters, or any of 

them, as well as the dates, locations, subject matter, and participants in any 

meetings with or about Sino-Forest, the Auditors or the Underwriters, or any of 

them; 

(b) documents provided by the Settling Defendant or any Releasee to any state, 

federal or international government or administrative agency, without geographic 

limitation, concerning the allegations raised in the Proceedings, excluding 

documents created for the purpose of being so provided; and 

(c) documents provided by the Settling Defendant or any Releasee to Sino-Forest's 

Independent Committee or the ad hoc committee of noteholders. 

(4) The obligation to produce documents pursuant to this section 3.4 shall be a continuing 

obligation to the extent that material docwnents are identified following the initial productions. 

The Settling Defendant and Releasees make no representation that they have a complete set of 

documents within any of the categories of infonnation or documents described herein. 
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(5) To the extent that any document includes technical information within the expertise of 

the Settling Defendant, Class Counsel may request, and the Settling. Defendant shall provide, an 

explanation sufficient for Class Counsel to understand the document; however, in no event wilJ 

any liability or further obligation attach to such explanation. 

(6) Following the Effective Date, the Settling Defendant and Releasees shall, at the request 

of Class Counsel, upon reasonable notice, and subject to any legal restrictions, make reasonable 

efforts to make available at a mutually convenient time, at a mutually agreed upon location in 

North America, up to three (3) current or former employees of the Settling Defendant and 

Releasees who have knowledge of the allegations raised in the Proceedings to provide 

information regarding the allegations raised in the Proceedings in a personal interview with Class 

Counsel and/or experts retained by Class Counsel in the presence of, and assisted by, counsel for 

the Settling Defendant, provided that none of the employee(s} or former employee(s) are 

required to travel to North America pursuant to this subsection 3.4(6) more than two (2) times 

each. Costs incurred by, and the expenses of, the employees of the Settling Defendant and 

Releasees in relation to such interviews shall be the responsibility of the Settling Defendant. If 

the employee(s) or former employee(s) contemplated in this subsection 3.4(6) refuse to provide 

infonnation, or otherwise cooperate, the Settling Defendant shall use reasonable efforts to make 

him/her available for an interview with Class Counsel and/or experts retained by Class Counsel 

as aforesaid. The failure of the employee(s) or fonner employee(s) contemplated in this 

subsection 3.4(6} to agree to make him or herself available, or to otherwise cooperate with the 

Plaintiffs shall not constitute a breach or other violation of this Settlement Agreement, and shall 

not provide any basis for the termination of this Settlement Agreement, provided that the Settling 

Defendant has made reasonable efforts to cause such cooperation. 

(7) Subject to the rules of evidence and the other provisions of this Settlement Agreement, 

the Settling Defendant agrees to use reasonable efforts to produce at trial and/or discovery or 

through affidavits acceptable to Class Counsel or other testimony, (i} a current representative as 

Class Counsel and the Settling Defendant, acting reasonably, agree would be qualified to 

establish for admission into evidence the Settling Defendant and Releasees' involvement with 

Sino-Forest, the Auditors and the Underwriters; and (ii) current representatives as Class Counsel 

and the Settling Defendant, acting reasonably, agree would be necessary to support the 

submission into evidence of any information and/or documents provided by the Settling 
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Defendant or any Releasee in accordance with this Settlement Agreement that Class Counsel and 

the Settling Defendant, acting reasonably, agree might be reasonably necessary for the 

prosecution of the Proceedings, including, without limitation, for the pwpose of any motion 

where such evidence is reasonably necessary. 

(8} In connection with its provision of information. testimony and documents. the Settling 

Defendant and the Releasees shall have the right to assert solicitor-client privilege, litigation 

privilege and/or any other privilege, or to assert a right to refuse production on the basis of 

privacy law, state secrets law. contractual confidentiality obligations or other rule of law of this 

or any other jurisdiction. To the extent that Class Counsel requests particular documents, 

information or other materials from the Settling Defendant and the Settling Defendant does not 

produce the requested documents, information or other materials on the basis of this provision, or 

any other provision herein: (i} counsel for the Settling Defendant shall provide Class Counsel 

with a description of any such documents, information or other materials and a description of the 

basis on which the Settling Defendant is not prepared to produce said document. infonnation or 

other material sufficient for Class Counsel to assess the nature of that basis and the docwnent, 

information or other material, except where providing such descriptions would, in the reasonable 

judgment of counsel for the Settling Defendant, be contrary to privacy law, state secrets law, 

contractual confidentiality obligations or other rule of law of this or any other jurisdiction, in 

which case counsel for the Settling Defendant wilJ so advise; and (ii} Class Counsel or counsel 

for the Settling Defendant may seek to resolve any dispute arising from this subsection 3.4(8) 

pursuant to the procedures set out in section 11.7 of this Settlement Agreement. 

(9) The Settling Defendant and Releasees waive any and all privilege relating to any specific 

document that the Settling Defendant has agreed to produce in response to this section 3.4. 

Notwithstanding the foregoing, nothing in this Settlement Agreement shall require, or shall be 

construed to require, the Settling Defendant or any Releasee to disclose or produce any 

documents or information prepared by or for counsel for the Settling Defendant during the 

course of any of the Proceedings. 

(10) If any ofthe types of documents referenced in sections 3.1, 3.2 or 3.3 are accidentally or 

inadvertently produced, such documents shall be promptly returned to counsel for the Settling 

Defendant and the documents and the information contained therein shall not be disclosed or 
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used directly or indirectly, except with the express written permission of the Settling Defendant, 

and the production of such documents shall in no way be construed to have waived in any 

marmer any privilege or protection attached to such documents. 

(1 I) It is understood and agreed that the Plaintiffs, the Settlement Class Members and Class 

Counsel shall not, without the express written consent of the Settling Defendant and its counsel, 

directly or indirectly use any infonnation or documents provided by the Settling Defendant or 

any Releasee, or received from the Settling Defendant or any Releasee in connection with this 

Settlement Agreement, for any purpose other than the prosecution of the claims in the 

Proceedings, nor disclose or share with any other Persons (including, without limitation, any 

regulator, agency or organization of this or any other jurisdiction), any information or documents 

obtained from the Settling Defendant in connection with this Settlement Agreement or any 

information conveyed by counsel for the Settling Defendant or any Releasee, except in the event 

that a court in Canada expressly orders such information or docwnents to be disclosed. In no 

circumstances, however, may the Plaintiffs, the Settlement Class Members and/or Class Counsel 

apply for or consent to such an order, and promptly, upon becoming aware of an application or 

motion for such an order, Class Counsel shall immediately notify the Settling Defendant of the 

application or motion in order that the Settling Defendant may intervene in such proceedings. 

The disclosure restrictions set forth in this subsection do not apply to otherwise publicly 

available docwnents and information. 

(12) The Settling Defendant and Releasees' obligations to cooperate as particularized in this 

section 3.4 shall not be affected by the release provisions contained in section 6 of this 

Settlement Agreement. The Settling Defendant and Releasees' obligations to cooperate shaH 

cease at the date of final judgment or order in the Proceedings against all Defendants, including, 

without limitation, an order approving a settlement between the Plaintiffs and the Non-Settling 

Defendants and/or an order dismissing the Proceedings. In the event the Settling Defendant or 

any Releasee materially breaches this section 3.4, Class Counsel may move before the Courts to 

enforce the terms of this Settlement Agreement. 

(13) The provisions set forth in this section 3.4 shall constitute the exclusive means by which 

the Plaintiffs, the Settlement Class Members and Class Counsel may obtain discovery from the 

Settling Defendant, its current and former directors, officers or employees and the Releasees. and 
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the Plaintiffs, the Settlement Class Members and Class Counsel shall pursue no other means of 

discovery against the Settling Defendant, its current and fonner directors, officers or employees 

and the Releasees, whether under the laws or rules of any jurisdiction. 

(14) A material factor influencing the Settling Defendant's decision to execute this Settlement 

Agreement is its desire to limit the burden and expense of this litigation. Accordingly, Class 

Counsel agree to exercise good faith in seeking cooperation from the Settling Defendant and any 

Releasee and to avoid seeking infonnation that is unnecessary, cumulative or duplicative and 

agree otherwise to avoid imposing undue or unreasonable burden or expense on the Settling 

Defendant or Releasees. 

SECTION 4- OPTING-OUT 

4.1 Procedure 

(l) A Person may opt~out of the Proceedings by sending a written election to opt-out. signed 

by the Person or the Person's designee, by pre~paid mail, courier, fax, or emaiJ to the Opt-Out 

Administrator at an address to be identified in the Notice of Certification! Authorization and 

Approval Hearings. Residents of Quebec must also send the written election to opt-out by pre

paid mail or courier to the Quebec Court at an address to be identified in the Notice of 

Certification/Authorization and Approval Hearings. 

(2) An election to opt-out will only be effective if it is actually received by the Opt-Out 

Administrator on or before the Opt-Out Dead1ine. 

(3) The written election to opt-out must contain the following information in order to be 

effective: 

(a) the Person's full name, current address and telephone number; 

(b) the name and number of Sino-Forest securities purchased during the Class Period 

and the date and price of each .such transaction; 

(c) a statement to the effect that the Person wishes to be excluded from the 

Proceedings; and 

(d) the reasons for opting out. 
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(4) Quebec Class Members who have commenced proceedings or commence proceedings 

against any of the Defendants with respect to the matters at issue in the Quebec Proceeding and 

fail to discontinue such proceedings by the Opt-Out Deadline shall be deemed to have opted out 

of the Quebec Proceeding. Quebec Counsel warrant and represent that, to the best of their 

knowledge, no such action has been commenced as of the date this Settlement Agreement was 

executed by it 

4.2 Opt-Out Report 

Within fifteen (15) days of the Opt-Out Deadline, the Opt-Out Administrator shall 

provide to the Settling Defendant a report containing the following information in respect of each 

Person. if any, who has validly and timely opted out of the Proceedings: 

{a) the Person's full name, current address and telephone number; 

(b) the reasons for opting out, if given; and 

(c) a copy of all information provided in the opt-out process by the Person electing to 

opt-out. 

SECTION 5- NON-APPROVAL OF SETILEMENT AGREEMENT 

5.1 Effect of Non-Approval of Settlement Agreement 

In the event of non-approval of the Settlement Agreement by either of the Ontario Court 

or the Quebec Court: 

(a) any order certifying or authorizing a Proceeding as a class action on the basis of the 

Settlement Agreement or approving this Settlement Agreement shall be set aside and 

declared null and void and of no force or effect, and anyone shall be estopped from 

asserting otherwise; 

(b) to the extent that any Court is resistant to setting aside any order certifying or 

authorizing the Proceeding as a class action solely for settlement purposes, Class 

Counsel undertakes to, on a best efforts basis, assist the Settling Defendant in having 

such an order set aside and shall, if requested by the Settling Defendant, bring a 
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motion on behalf of the Plaintiffs to set aside any order certifying or authorizing the 

Proceeding as a class action solely for settlement purposes; 

(c) any prior certification or authorization of a Proceeding as a class proceeding, 

including, without limitation, the definitions of the Settlement Class and the 

Conunon Issue, shall be without prejudice to any position that any of the Parties may 

later take on any issue in the Proceedings or any other litigation; 

(d) within ten ( 1 0) days of such non-approval having occurred, Class Counsel shall 

destroy: (i) all documents and other materials provided by the Settling Defendant or 

any Releasee~ and (ii) all documents and other materials containing or reflecting 

information derived from any docwnents or other materials provided by the Settling 

Defendant or any Releasee or conveyed by counsel for the Settling Defendant, 

through the evidentiary proffer process described in subsection 3 .4(2) herein or 

otherwise. 

(e) To the extent Class Counsel or the Plaintiffs have disclosed any documents or other 

materials provided by the Sett1ing Defendant or any Releasee to any other Person, 

Class Counsel shall, within ten ( 1 0) days, recover and destroy such documents and 

other materials and shall provide the Settling Defendant and Releasees with a written 

certification by Class Counsel of such destruction. 

(f) Nothing contained in this section 5.1 shall be construed to require Class Counsel to 

destroy any oftheir work product; and 

(g) subject to section 5.2 herein, all obligations pursuant to this Settlement Agreement 

shall cease immediately. 

S.2 Survival of Provisions After Non-Approval of Settlement Agreement 

If this Settlement Agreement is not approved by the Courts, the provisions of sections 5, 

8.1. and 8.2. and the defmitions and Schedules applicable thereto shall survive the non-approval 

and continue in full force and effect. The definitions and Schedules shall survive only for the 

limited purpose of the interpretation of sections 5, 8.1. and 8.2 within the meaning of this 

Settlement Agreement, but for no other purposes. All other provisions of this Settlement 
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Agreement and all other obligations pursuant to this Settlement Agreement shall cease 

immediately. 

5.3 Reservation of Rights in the Event of N on·Approval of Settlement Agreement 

Except as may be set forth in this Settlement Agreement. the Settling Defendant and 

Plaintiffs expressly reserve all of their respective rights if this Settlement Agreement does not 

become effective or is not approved by the Courts and the Plaintiffs hereby expressly 

acknowledge that they will not, in any way whatsoever, use the fact or existence of this 

Settlement Agreement or related documents and information as any form of admission, whether 

of liability, process, wrongdoing, or otherwise, of the Settling Defendant. 

SECTION 6 ·RELEASES AND DISMISSALS 

6.1 Release of Releasees 

(l) Upon the Effective Date, and in consideration of the cooperation of the Settling 

Defendant and the Releasees pursuant to this Settlement Agreement, and for other valuable 

consideration set forth in the Settlement Agreement, the Re]easors forever and absolutely release 

the Releasees from the Released Claims. 

(2) The Releasers are aware that they may hereafter discover claims or facts in addition to or 

different from those they now know or believe to be true with respect to the matters giving rise to 

the Released Claims. Nevertheless, it is the intention of each of the Releasers to fully, finally 

and forever settle and release the Released Claims. In furtherance of such intention, the release 

given herein shaH be and remain in effect as a full and complete release of all Released Claims, 

notwithstanding the discovery or existence of any additional or different claims or facts relative 

thereto. 

6.2 Covenant Not To Sue 

Notwithstanding section 6.1, for any Settlement Class Members resident in any province 

or territory where the release of one tortfeasor is a release of all other tortfeasors, upon the 

Effective Date, the Releasors do not release the Releasees but instead covenant and undertake 

not to make any claim in any way or to threaten, commence, participate in or continue any 

proceeding in any jurisdiction against the Releasees in respect of or in relation to the Released 

Claims. 
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6.3 No Further Claims 

The Releasers shall not now or hereafter institute, continue, maintain or assert, or 

otherwise join, assist, aid or act in concert in any manner whatsoever. either directly or 

indirectly, whether in Canada or elsewhere, on their own behalf or on behalf of any class or any 

other Person, any action, suit, proceedings, arbitration, cause of action, claim or demand, 

whether civil, criminal, regulatory or otherwise, against any Releasee or any other Person who 

may claim contribution or indemnity from any Releasee arising from, in respect of or in 

connection with any of the matters giving rise to any Released Claim or any matter related 

thereto, except for the continuation of the Proceedings against the Non-Settling Defendants. 

6.4 Dismissal of the Proceedings 

Upon the Effective Date, each of the Ontario Proceeding and the Quebec Proceeding 

shall be dismissed with prejudice and without costs as against the Settling Defendant. 

6.5 Dismissal of Other Adions 

(1) Upon the Effective Date, each Settlement Class Member shall be deemed to consent to 

the dismissal, without costs or further recourses and with prejudice, of his, her or its Other 

Actions against the Releasees. 

(2) Upon the Effective Date, all Other Actions in each of the Courts' respective jurisdictions 

commenced by any Settlement Class Member shall be dismissed against the Releasees, without 

costs or further recourses and with prejudice. 

SECTION 7- BAR ORDER AND OTHER CLAIMS 

7.1 Ontario Bar Order 

(1) The Plaintiffs in the Ontario Proceeding shall seek a bar order from the Ontario Court 

providing for the following: 

(a) All claims for contribution, indelllllity or other claims over, including, without 

limitation, potential third party claims, at common law, equity or pursuant to the 

OSA or other statute, whether asserted, unasserted or asserted in a representative 

capacity, inclusive of interest, taxes and costs, relating to the Released Claims, which 

were or could have been brought in the Proceedings or otherwise> or could in the 
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future be brought on the basis of the same events, actions and omissions underlying 

the Proceedings or otherwise, by any Non-Settling Defendant or any Party or other 

Releasor against a Releasee are barred, prohibited and enjoined in accordance with 

the terms of this section 7 .1. 

(b) If the Court determines that there is a right of contribution and indemnity or other 

claims over, whether in equity or in law, pursuant to the OSA or other statute, or 

otherwise: 

i. the Ontario Settlement Class Members shall not be entitled to claim or 
recover from the Non-Settling Defendants that portion of any damages 
(including punitive damages, if any), restitutionary award, disgorgement 
of profits, interest and costs that corresponds to the Proportionate 
Liability of the Releasees proven at trial or otherwise; and 

n. this Court shall have full authority to detennine the Proportionate 
Liability of the Releasees at the trial or other disposition of this action, 
whether or not the Releasees appear at the trial or other disposition and 
the Proportionate Liability of the Releasees shall be detennined as if the 
Releasees are parties to this action and any determination by this Court 
in respect of the Proportionate Liability of the Releasees shall only apply 
in this action and shall not be binding on the Releasees in any other 
proceedings. 

(c) After the Ontario Proceeding has been certified as a class action and all appeals or 

times to appeal from such certification have been exhausted, a Non-Settling 

Defendant may make a motion to the Court on at least twenty (20) days notice, and 

to be detennined as if the Settling Defendant is party to this action, seeking orders 

for the following: 

i. documentary discovery and an affidavit of documents in accordance 
with the Rules of Civil Procedure, O.Reg. 194 from the Settling 
Defendant; 

n. oral discovery of a representative of the Settling Defendant, the 
transcripts of which may be read in at trial; 

111. leave to serve a request to admit on the Settling Defendant in respect of 
factual matters; and/or 

iv. the production of a representative of the Settling Defendant to testify at 
trial, with such witness or witnesses to be subject to cross-examination 
by counsel for the Non-Settling Defendants. 
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7. '7· 4' ,) 

(d) The Settling Defendant retains all rights to oppose such motion(s) brought under 

subsection 7.1(1Xc). 

(e) A Non-Settling Defendant may effect service of the motion(s) referred to in 

subsection 7.1 ( 1 )(c) on the Settling Defendant by service on counsel of record for the 

Settling Defendant in the Ontario Proceeding. 

(f) To the extent that an order is granted pursuant to subsection 7.1(l)(c) and discovery 

is provided to a Non-Settling Defendan~ a copy of all discovery provided, whether 

oral or documentary in nature, shall promptly be provided by counsel for the Settling 

Defendant to Class Counsel on behalf of the Plaintiffs. 

7.2 Quebec Bar Order 

(I) The Plaintiffs in the Quebec Proceeding shall seek a bar order from the Quebec Court 

providing for the following: 

(a) the Plaintiffs and the Settlement Class Members in the Quebec Proceeding expressly 

waive the benefit of solidarity against the Non-Settling Defendants with respect to 

the facts, deeds and omissions of the Settling Defendant; 

(b) the Plaintiffs and the Settlement Class Members in the Quebec Proceeding shall 

henceforth only be able to claim and recover damages, including punitive damages, 

attributable to the conduct of the Non-Settling Defendants; 

(c) any action in warranty or other joinder of parties to obtain any contribution or 

indemnity from the Settling Defendant or relating to the Released Claims shall be 

inadmissible and void in the context of the Quebec Proceeding; and 

(d) the Quebec Court retains an ongoing supervisory role for the purposes of executing 

this section 7 .2, as well as all procedural aspects of the Quebec Proceeding, and all 

issues regarding this section 7.2 or any other procedural issues shall be resolved 

under special case management and according to the Quebec Code of Civil 

Procedure, and the Settling Defendant shall acknowledge the jurisdiction of the 

Quebec Court for such purposes. 
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7.3 Claims Against Other Persons Reserved 

Except as provided herein, this Settlement Agreement does not settle, compromise, 

release or limit in any way whatsoever any claim by Settlement Class Members against any 

Person other than the Settling Defendant and the Releasees. 

7.4 Material Term 

The form and content of the bar orders contemplated in this section 7 shall be considered 

a material term of this Settlement Agreement and the failure of any Court to approve the bar 

orders contemplated herein shall constitute a Non-Approval of Settlement Agreement pursuant to 

section 5.1 of this Settlement Agreement. 

SECTION 8- EFFECT OF SETTLEMENT 

8.1 No Admission of Liability 

Whether or not this Settlement Agreement is approved by the Courts: 

(i) this Settlement Agreement and anything contained herein, 

(ii) any and all negotiations, documents, discussions and proceedings associated with 

this Settlement Agreement, and 

(iii) any action taken to carry out this Settlement Agreement, 

shall not be deemed, construed or interpreted to be an admission of any violation of any statute 

or law, or of any wrongdoing or liability by the Settling Defendant or by any Releasee, or of the 

truth of any of the claims or allegations contained in the Proceedings or any other pleading filed 

by the Plaintiffs or any other Settlement Class Member. 

8.2 Agreement Not Evidence 

The Parties agree that, whether or not approved by the Courts: 

(i) this Settlement Agreement and anything contained herein, 

(ii) any and all negotiations, docmnents, discussions and proceedings associated with 

this Settlement Agreement, and 
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(iii) any action taken to carry out this Settlement Agreement, 

shall not be referred to. offered as evidence or received in evidence in any pending or future 

civil, criminal or administrative action or proceeding, except in a proceeding to approve and/or 

enforce this Settlement Agreement, or to defend against the assertion of Released Claims, or as 

otherwise required by law. 

8.3 No Further Litigation 

No Class Counsel, nor anyone currently or hereafter employed by, associated with, or a 

partner with Class Counsel, may directly or indirectly participate or be involved in or in any way 

assist with respect to any claim made or action commenced by any Person which relates to or 

arises from the Released Claims, except in relation to the continued prosecution of the 

Proceedings against any Non-Settling Defendant. Moreover, these Persons may not divulge to 

anyone for any purpose any infonnation obtained in the course of the Proceedings or the 

negotiation and preparation of this Settlement Agreement, except to the extent such information 

is otherwise publicly available or unless ordered to do so by a court. 

SECTION 9- CERTIFICATION OR 
AUTHORIZATION FOR SETTLEMENT ONLY 

(I) The Parties agree that the Ontario Proceeding shall be certified, and the Quebec 

Proceeding shall be authorized, as class proceedings solely for purposes of settlement of the 

Proceedings and the approval of this Settlement Agreement by the Courts. 

{2) The Plaintiffs agree that, in the motions for certification of the Ontario Proceeding and 

for authorization of the Quebec Proceeding as class proceedings and for the approval of this 

Settlement Agreement, the only common issue that they will seek to define is the Common Issue 

and the only classes that they will assert are the Settlement Classes. 

SECTION 10- NOTICE TO SETTLEMENT CLASSES 

10.1 Required Notice 

The proposed Settlement Classes shall be given Notice of Certification! Authorization and 

Approval Hearings. 
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10.2 Form and Distribution ofNotices 

(1) The fonn of notice referred to in section 10.1 and the manner and extent of publication 

and distribution of the notice shaH be as agreed to by the Plaintiffs and the Settling Defendant 

and approved by each of the Courts. 

(2) The Settling Defendant shall pay the costs of the notice required in section 10.1 and the 

cost of the Opt-Out Administrator, provided that such costs shall not exceed $100,000 CAD 

(exclusive of all applicable taxes). Any costs in excess of $100,000 CAD (exclusive of all 

applicable taxes), shall be borne equaHy by the Settling Defendant and the Plaintiffs. 

SECTION 11 ·MISCELLANEOUS 

11.1 Motions for Directions 

(1) Class Counsel or the Settling Defendant may apply to the Courts for directions in respect 

of the interpretation, implementation and administration of this Settlement Agreement. Unless 

the Courts order otherwise, motions for directions that do not relate specifically to the Quebec 

Proceeding shall be determined by the Ontario Court. 

(2) All motions contemplated by this Settlement Agreement shall be on notice to the 

Plaintiffs and Settling Defendant, as appropriate. 

11.2 Class Counsel to Advise Settling Defendant of Status of Proceedings 

Class Counsel agrees to provide information as to the status of the Proceedings in 

response to reasonable requests made by the Settling Defendant from time to time as to the status 

of the Proceedings. Upon reasonable request, Class Counsel will promptly provide counsel for 

the Settling Defendant with electronic copies of all affidavit material and facta exchanged in the 

Proceedings, unless precluded from doing so by court order. 

11.3 Headings, etc. 

In this Settlement Agreement; 

(a) the division of the Settlement Agreement into sections and the insertion of 

headings are for convenience of reference only and shall not affect the 

construction or interpretation of this Settlement Agreement; 
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(b) words in the singular include the plural and vice-versa and words in one gender 

include all genders; and 

(c) the tenns ''this Settlement Agreement", "hereof, "hereunder'·~ "herein''. and 

similar expressions refer to this Settlement Agreement and not to any particular 

section or other portion of this Settlement Agreement. 

11.4 Computation of Time 

In the computation of time in this Settlement Agreement, except where a contrary 

intention appears, 

(a) where there is a reference to a nwnber of days between two events, the nwnber of 

days shall be counted by excluding the day on which the first event happens and 

including the day on which the second event happens, including all calendar days; 

and 

(b) only in the case where the time for doing an act expires on a holiday, the act may 

be done on the next day that is not a holiday. 

11.5 Ongoing Jurisdiction 

(1) Each of the Courts shall retain exclusive jurisdiction over each Proceeding commenced in 

its jurisdiction, and over the Parties thereto. 

(2) No Party shall ask a Court to make any order or give any direction in respect of any 

matter of shared jurisdiction unless that order or direction is conditional upon a complimentary 

order or direction being made or given by the other Court(s) with which it shares jurisdiction 

over that matter. 

(3) The Plaintiffs and the Non-Settling Defendant may apply to the Ontario Court for 

direction in respect of the implementation, administration and enforcement of this Settlement 

Agreement. 

11.6 Governing Law 

This Settlement Agreement shall be governed by and construed and interpreted in 

accordance with the laws of the Province of Ontario, save for matters relating exclusively to the 
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Quebec Class Members, which matters shall be governed by and construed and interpreted in 

accordance with the Laws of the Province of Quebec shall apply. 

11.7 Disputes 

(1) Subject to subsection 11.7(2) herein, if there is a dispute regarding the applicability of 

any provision or tenn of this Settlement Agreement which cannot be resolved through reasonable 

discussions and negotiations as between Class Counsel and counsel for the Settling Defendant, 

such dispute(s) shall be submitted to the Ontario Court for resolution, save for dispute(s) relating 

exclusively to the Quebec Class Members, which dispute(s) shall be submitted to the Quebec 

Court for resolution. The costs of any such dispute shall be shared by the parties to the dispute 

according to the degree to which they do or do not prevail on their respective claims (i.e., with 

the losing party bearing the greater share), as determined by the Ontario Court or the Quebec 

Court, as the case may be. To the extent that any dispute contemplated in this subsection 11.7(1) 

involves or requires a determination as to whether any documents or other materials shall be 

required to be disclosed pursuant to this Settlement Agreement, Class Counsel and counsel for 

the Settling Defendant agree to seek, on a consent basis1 a sealing order or other appropriate 

relief such as to ensure that any such documents or other materials shall remain confidential and 

sha11 not form part of the public Ontario Court record or the Quebec Court record, as the case 

maybe. 

(2) To the extent that any dispute contemplated in this section 11.7 involves or requires a 

detennination as to whether any documents, infonnation or other materials are prohibited from 

being disclosed by the Settling Defendant pursuant to any foreign privacy law, foreign state 

secrets law or other law of a foreign jurisdiction, Class Counsel and counsel for the Settling 

Defendant agree to seek, on a joint and reasonable efforts basis, the requisite approvaJ for the 

disclosure or export of such documents or other materials from the relevant authorities of the 

applicable foreign jurisdiction. 

11.8 Joint and Severable I Indivisible 

All of the obligations of the Plaintiffs and the Releasors in this Settlement Agreement are 

joint and several (in Quebec, solidary} amongst them and are indivisible under the laws of 

Quebec. AU of the obligations of the Settling Defendant and the Reteasees in this Settlement 
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Agreement are joint and several (in Quebec, solidary) amongst them and are indivisible under 

the laws of Quebec. 

11.9 Entire Agreement 

This Settlement Agreement constitutes the entire agreement among the Parties, and 

supersedes all prior and contemporaneous understandings, undertakings, negotiations, 

representations, promises, agreements, agreements in principle and memoranda of understanding 

in connection herewith. None of the Parties will be bound by any prior obligations, conditions or 

representations with respect to the subject matter of this Settlement Agreement, rutless expressly 

incorporated herein. 

11.10 Amendments 

This Settlement Agreement may not be modified or amended except in writing and on 

consent of all Parties hereto and any such modification or amendment must be approved by the 

Courts with jurisdiction over the matter to which the amendment relates. 

11.11 Binding Effect 

This Settlement Agreement shall be binding upon, and enure to the benefit of, the 

Plaintiffs, the Settling Defendant, the Releasees, the Settlement Class Members, the Releasers 

and all of their successors and assigns unless and until this Settlement Agreement is not 

approved by the Courts, in which case only those sections referenced in section 5.2 of this 

Settlement Agreement shall continue to be binding in the manner contemplated in this section 

1 I .11. Without limiting the generality of the foregoing. each and every covenant, condition, 

release and agreement made herein by the Plaintiffs shall be binding upon all Releasors and each 

and every covenant, condition, release and agreement made herein by the Settling Defendant 

shall be binding upon aU of the Releasees unless and until this Settlement Agreement is not 

approved by the Courts, in which case only those sections referenced in section 5.2 of this 

Settlement Agreement shall continue to be binding in the manner contemplated in this section 

1 1.11. 

11.12 General Obligation 

Without limiting the generality of any other provisions of this Settlement Agreement, 

until such time as either of the Courts have refused to approve this Settlement Agreement and the 
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delay for appeal from which shall have expired without any appeal having been lodged: (i) none 

of the Plantiffs, the Releasors and Class Counsel shall take any action or omit to take any action 

that is inconsistent with the purposes and scope of this Settlement Agreement; and (ii) none of 

the Settling Defendant, the Releasees and their respective counsel that are party hereto shall take 

any action or omit to take any action that is inconsistent with the purposes and scope of this 

Settlement Agreement. 

11.13 No Assignment 

None of the Plaintiffs and the Releasers has heretofore assigned, transferred or granted, 

or purported to assign, transfer or grant, any of the claims, demands and causes of action 

disposed of by this Settlement Agreement including, without limitation, any of the Released 

Claims. 

11.14 Third Party Beneficiaries 

The Plaintiffs acknowledge and agree, on their behalf and on behalf of all Reieasors. that 

the Releasees other than the Settling Defendant are third party beneficiaries of this Settlement 

Agreement, and that the obligations and agreements of the Plaintiffs and the Releasers under this 

Settlement Agreement are expressly intended to benefit all Releasees despite not being 

signatories to this Settlement Agreement. 

11.15 Counterparts 

This Settlement Agreement may be executed in counterparts, all of which taken together 

will be deemed to constitute one and the same agreement, and a facsimile signature shall be 

deemed an original signature for purposes of executing this Settlement Agreement. 

11.16 Negotiated Agreement 

This Settlement Agreement has been the subject of negotiations and discussions among 

the undersigned, each of which has been represented and advised by competent counsel, so that 

any statute, case law, or rule of interpretation or construction that would or might cause any 

provision to be construed against the drafter of this Settlement Agreement shall have no force 

and effect. The Parties further agree that the language contained in or not contained in previous 

drafts of this Settlement Agreement, or any agreement in principle, shall have no bearing upon 

the proper interpretation of this Settlement Agreement. 
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11.17 Language 

The Parties acknowledge that they have required and consented that this Settlement 

Agreement and all related documents be prepared in English; les parties reconnaissent avoir 

exige que Ia presente convention et tous les documents connexes soient rediges en anglais. If a 

French translation is made~ the English version wil1 have precedence. 

11.18 Transaction 

This Settlement Agreement constitutes a transaction in accordance with Articles 2631 

and following of the Civil Code of Quebec, and the Parties are hereby renouncing to any errors of 

fact, of law and/or of calculation. 

11.19 Recitals 

The recitals to this Settlement Agreement are true and form an integral part of the 

Settlement Agreement. 

11.20 Schedules 

The Schedules annexed hereto form an integral part of this Settlement Agreement. 

11.21 Acknowledgements 

Each of the Parties hereby affirms and acknowledges that: 

(a) he. she or a representative of the Party with the authority to bind the Party with 

respect to the matters set forth herein has read and understands the Settlement 

Agreement; 

(b) the terms of this Settlement Agreement and the effects thereof have been fuJly 

explained to him~ her or the Party's representative by his, her or its counsel; 

(c) he~ she or the Party's representative fully understands each term of the Settlement 

Agreement and its effect; and 

(d) no Party has relied upon any statement, representation or inducement (whether 

material, false, negligently made or otherwise) of any other Party with respect to 

the first Party's decision to execute this Settlement Agreement. 

382 
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11.22 Authorized Signatures 

Each of the undersigned represents that he or she is fully authorized to enter into the 

terms and conditions of, and to execute, this Settlement Agreement. 

11.23 Notice 

Where this Settlement Agreement requires a Party to provide notice or any other 

communication or document to another, such notice, communication or document shall be 

provided by email, facsimile or letter by overnight delivery to the representatives for the Party to 

whom notice is being provided, as identified below: 

For Plaintiffs in the Ontario Proceedings and for Ontario Counsel: 

Charles M. Wright 

Siskinds LLP 
Barristers and Solicitors 
680 Waterloo Street 
London, ON N6A 3V8 

Telephone: 519-660-7753 
Facsimile: 519-660-7754 
Email: charles. wright@siskinds.com 

Kirk M. Baert 

Koskie Minsky LLP 
Barristers and Solicitors 
20 Queen Street West, Suite 900, Box 52 
Toronto, ON MSH 3R3 

Tel: 416.595.2117 
Fax: 416.204.2889 
Email: kbaert@kmlaw.ca 

For Plaintiffs in the Quebec Proceedings and for Quebec Counsel 

Simon Hebert 

Siskinds Desmeules s.e.n.c.r.l. 
Les promenades du Vieux-Quebec 
43 rue Buade, bureau 320 
Quebec City, QC GlR 4A2 

Telephone: 418-694-2009 
Facsimile: 418-694-0281 
Email: simon.hebert@siskindsdesmeuJes.com 



For Settling Defendant 
in the Ontario Proceeding: 

Jolm J. Pirie 

Baker & McKenzie LLP 
Barristers & Solicitors 
Brookfield Place 
Bay/WeUiogton Tower 
181 Bay Street, Suite 2100 
Toronto, Ontario MSJ 2T3 
Canada 

Telephone: 416.865.2325 
Fax: 416.863.6275 
Email: john.pirie@bakermckenzie.com 
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For Settling Defendant 
in the Quebec Proceeding 

Bernard Gravel 

Lapointe Rosenstein Marchand Melan~on, 
LLP 
1250 Rene-Uvesque Blvd. West, Suite 1400 
Montreal, Quebec, H3B 5E9 
Canada 

Telephone: 514.925.6382 
Fax: 514.925.5082 
Email: bemard.gravel@lrmm.com 
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11.14 Date of Execution 

The Parties have executed this Settlement Agreement as of the date on the cover page. 

By: 

POYRY (BEIJING) CONSULTING 
COMPANY LIMITED 

By: 
\h-·. 

Name: 
Title: 

e.:: McKenzie LLP 
Counsel for the Sertiing 
Defendant in Ontario 

:) /( /l' 
By: \:'t· / {l~{..{.·Yi.f' (lfi~·u.v-:.. 

Nx;;;: Lapointe Rosenstein Marchand 
Mclanyon, LLP 

Title: Counsel for the Settling 
Defendant in Quebec 
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SCHEDULE A- PROCEEDINGS 

Proceeding Plaintiffs Defendants Settlement Class 

Ontario Superior The Trustees of the Sino-Forest Corporation, All persons and 
Court of Justice Labourers' Pension Ernst & Young LLP, BDO entities, wherever 

. Court File No. Fund of Central And Limited (fonnerly known they may reside who 
CV~1143ll53~ Eastern Canada, the as BOO McCabe Lo acquired Sino Forest's 
OOCP(the Trustees of the Limited), Allen T. Y. Chan, Securities during the 
"Ontario International Union W. Judson Martin, Kai Kit Class Period by 
Proceeding") of Operating Poon, David J. Horsley, distribution in Canada 

Engineers Local 793 William E. Ardell, James or on the Toronto 
Pension Plan for P. Bowland, James M.E. Stock Exchange or 
Operating Engineers Hyde, Edmund Mak, other secondary 
in Ontario, Sjunde Simon Murray, Peter market in Canada, 
Ap-Fonden, David Wang, Garry J. West, which includes 
Grant and Robert Payry (Beijing) Consulting securities acquired 
Wong Company Limited, Credit over-the-counter, and 

Suisse Securities (Canada), all persons and 
Inc., TD Securities [nc., entities who acquired 
Dundee Securities Sino Forest's 
Corporation, RBC Securities during the 
Dominion Securities Inc., Class Period who are 
Scotia Capital Inc., CIBC resident of Canada or 
World Markets Inc., were resident of 
Merrill Lynch Canada Inc., Canada at the time of 
Canaccord Financial Ltd., acquisition, except the 
Maison Placements Canada Excluded Persons. 
Inc., Credit Suisse 
Securities (USA) LLC and 
Bane Of America 
Securities LLC 

Superior Court of Guining Liu Sino-Forest Corporation, All natural persons, as 
Quebec (District Ernst & Young LLP, Allen well as all legal 
ofQw!bec), File T.Y. Chan, W. Judson persons established 
No. 200~06~ Martin, Kai Kit Poon, for a private interest, 
000132-1 11 (the David J. Horsley, William partnerships and 
"Quebec E. Ardell, James P. associations having no 
Proceeding'') Bowland, James M.E. more than fifty (50) 

Hyde, Edmund Mak. persons bound to it by 
Simon Murray, Peter contract of 
Wang, Garry J. West employment under its 
and Poyry (Beijing) direction or control 
Consulting Company during the twelve (12) 
Limited month period 

preceding the motion 
for authorization 
domiciled in Quebec 
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Proceeding Plaintiffs Defeudants Settlement Class 

{other than the 
Defendants. their past 
and present 
subsidiaries, affiliates, 
officers, directors, 
senior employees, 
partners, legal 
representatives, heirs, 
predecessors, 
successors .and 
assigns, and any 
individual who is an 
immediate member of 
the families of the 
individual named 
defendants) who 
purchased or 
otherwise acquired, 
whether in the 
secondary market, or 
under a prospectus or 
other offering 
document in the 
primary market, 
equity, debt or other 
securities of or 
relating to Sino-Forest 
Corporation, from and 
including August 12, 
2008 to and including 
June 2, 2011. 
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Court File No. CV-11-431153-00CP 

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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, 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 BANC OF AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

NOTICE OF MOTION 
(Motion to Approve Funding Agreement- returnable April17, 2012) 

The plaintiffs will make a motion to the Honourable Justice Perell on April 17, 2012 at 

10:00 a.m., or as soon after that time as the motion can be heard, at Osgoode Hall, 130 Queen 

Street West, Toronto Ontario. 

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

THIS MOTION IS FOR: 

(a) an order approving the litigation funding agreement entered into between the 

plaintiffs and Claims Funding International, PLC ("CFI"); 
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(b) an order protecting the confidentiality of any communication or document 

passing between class counsel, the current plaintiffs and any additional 

plaintiffs in this action and CFI; 

(c) an order that despite subrule 30.1.01(3), the plaintiffs and class counsel may 

provide documents produced in this action to CFI, on condition that CFI and 

its staff are subject to the deemed undertaking in subrule 30.1.01(3) as if CFI 

were a party to this proceeding; 

(d) an order directing CFI to provide security for costs; and 

(e) such further and other relief as this Honourable Court deems just. 

THE GROUNDS FOR THE MOTION ARE: 

(f) this action was commenced on July 20, 2011 under the Class Proceedings Act, 

1992; 

(g) the plaintiffs advance statutory and common law claims, including a claim for 

conspiracy, and seek damages in the billions on behalf of the putative class; 

(h) cost awards against plaintiffs are common in Ontario class proceedings; 

(i) Ontario courts have ordered costs in the hundreds of thousands of dollars for 

individual motions; 

G) it is reasonable to expect that - with 26 defendants - an adverse cost award for 

this action could range in the millions; 

(k) the size of potential cost awards do not justify acting as plaintiffs in this action 

without an indemnity for adverse costs; 

(1) the plaintiffs have entered the Litigation Funding Agreement with CFI; 

(m) CFI is a private company with experience providing indemnities to plaintiffs in 

class actions in Canada and elsewhere; 
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(n) pursuant to the funding agreement, CFI has agreed to pay any adverse cost 

awards against the plaintiffs and to pay $50,000 towards disbursements; 

( o) in return, CFI would be entitled to 5% of any net recovery in this action up to a 

maximum of $5 million if the action is resolved before the pre-trial or 7% of 

net recovery with a maximum of $1 0 million afterwards; 

(p) these terms are more favourable than the 10% statutory levy that would be 

imposed if the Ontario Class Proceedings Fund provided funding; 

( q) CFI is given no control over the action and, by the agreement, CFI accepts that 

class counsel's professional duties are owed to the plaintiffs and not CFI; 

(r) the funding agreement goes to great lengths to emphasize the confidentiality of 

information shared among the plaintiffs, class counsel and CFI; 

( s) in Dugal v. Manulife Financial Corp., 2011 ONSC 1785, the court approved of 

substantially the same CFI funding agreement in a securities class proceeding; 

(t) sections 12 ofthe Class Proceedings Act, 1992, S.O. 1992, c. 6; and 

(u) such further and other grounds as this Honourable Court may permit. 

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

motion: 

(v) the affidavit of Joseph Mancinelli; 

(w) the affidavit of Michael Gallagher; 

(x) the affidavit of David Grant; 

(y) the affidavit of Robert Wong; 

(z) the affidavit of Ingrid Albinsson and Svante Linder; 

(aa) the affidavit of Michael Robb; and 
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(bb) such further and other material as counsel may advise and this Honourable 

Court may permit. 

March 8, 2012 
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Suite 3400, PO Box 130 
Toronto ON M5X 1A4 
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Tel: (519) 660-7844 
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Lawyers for the Plaintiffs 

Robert W. Staley (LSUC# 27115J) 
Tel: (416) 777-4857 
Fax: (416) 863-1716 
Michael Eizenga (LSUC# 31470T) 
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Martin, Kai Kit Poon and Peter Wang 

AND TO: Wardle Daley Bernstein LLP 
2404-401 Bay Street 
P.O. Box 21 

4 



- 5-

Toronto ON M5H 2Y4 
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Court File No. CV -11-431153-00CP 

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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, 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 BANC OF 
AMERICA SECURITIES LLC 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF MICHAEL ROBB 
(SWORN MARCH 8, 2012) 

Defendants 

I, MICHAEL ROBB, ofthe City of London, in the Province of Ontario, MAKE OATH 
AND SAY: 

1. I am a partner with the law firm of Siskinds LLP ("Siskinds"), co-counsel for the 

Plaintiffs in this proceeding (the ~'Action"). As such, I have knowledge of the matters 

herein deposed. Where my knowledge is based on information obtained from others, I 

have so indicated and believe that information to be true. 
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2. Capitalized terms that I use in this affidavit, but that are not specifically defined herein, 

have the meanings attributed to them in the Litigation Funding Agreement (the 

"Agreement"). A true copy of the Agreement is attached hereto as Exhibit "A". 

3. In negotiating the terms of this Agreement on behalf of our clients we took into account 

the level of potential costs exposure to CFI at various stages of the litigation against 

potential recovery, and considered the alternative of applying to the Class Proceedings 

Fund for protection from adverse costs awards. 

NOTICE TO SHAREHOLDERS 

4. Siskinds has written to certain potential Class Members to advise them of the Agreement 

and of the motion for its approval. These potential Class Members represent the 

institutions we believe to be Sino-Forest Corporation's ("Sino-Forest") twenty largest 

independently-run institutional investors, as measured by the number of Sino-Forest 

securities held during the proposed Class Period. 

5. This "top twenty" list was determined as follows: 

(a) On February 14, 2012, we obtained an investor list from Mr. John Rule of 

Targeted Inc. Targeted, Inc. maintains a database of institutional and insider 

shareholders of listed companies in Canada. This data is derived from the 

regulatory filings ofthese shareholders. Mr. Rule advised us that he compiled all 

known regulatory reporting data from all known reporting institutional and insider 

shareholders of Sino-Forest as ofJune 30, 2011. 
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(b) Using the list provided"to us by Targeted Inc., we sorted the shareholders by the 

highest number of shares they reportedly held during the Class Period. The list 

has been attached hereto as Exhibit "B". 

6. The majority of the mailing addresses for the corporate shareholders were collected from 

the Targeted Inc. website. We also cross-checked the mailing addresses of these 

shareholders against the shareholders' corporate websites. Where Targeted Inc. and the 

shareholder's own website provided different addresses, we mailed letters to the address 

as reported by the shareholder itself. Attached hereto as Exhibit "C" is a copy of the 

letter sent to the aforementioned shareholders on February 22, 2012. 

7. We had not received any shareholder responses to this letter as of my swearing of this 

Affidavit on March 8, 2012. , . 

8. Of the twenty institutional entities mentioned, five are members of The Canadian 

Coalition for Good Governance ("CCGG"), namely: BlackRock; Canada Pension Plan 

Investment Board; Connor, Clark & Lunn; Mackenzie Financial Corporation; and 

McLean Budden Ltd. 

9. The CCGG promotes good governance practices m Canadian public corporations. 

According to the CCGG's website, www.ccgg.ca, which I viewed on March 7, 2012, 

there are currently 48 members of the CCGG that collectively manage nearly $2 trillion 

in assets on behalf of Canadian investors. The stated objectives of the CCGG are to: 

(a) Work to improve the way that Canadian public companies govern themselves, and 
the regulatory framework in which they operate, to ensure that the interests of 
their shareholders are key considerations in business decisions and the use of 
corporate assets; 
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(b) Be a constructive partner with boards and management and encourage leading 
companies to adopt the highest standards of governance and act as role models. 
The CCGG will generally not publicly target the deficiencies of specific 
companies, but will privately engage them in a thoughtful discussion of our 
governance guidelines; 

(c) Work with companies and policy makers to ensure that Canadian public 
companies have governance practices and a regulatory framework that meet or 
exceed global "best practices"; and 

(d) Be the "voice" of the Canadian "buy side" on governance matters to boards, 
management, corporate advisers, regulators, governments, and other relevant 
audiences. 

CONCLUSION 

10. I swear this affidavit in support of the Plaintiffs' motion for approval of the Agreement 

and for no other or improper purpose. 

SWORN OR AFFIRMED before ) 
me at the City of London, in t4~, 

Province of Ontario, this 8th day 0'£ 
March, 2012. 

) 
) 
) 
) 
) 

_t£----.L--' h....=:.....:...«!~fL{....\.<.....:.-{11-'-------- j 
) A Commissioner, etc. 
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LITIGATION FUNDING AGREEMENT 

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-

CLAIMS FUNDING INTERNATIONAL, PLC 

Funder 

RECITALS 

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 (collectively, the "Plaintiffs") 
have or may have a claim against Sino-Forest Corporation, Ernst & Young LLP, BDO Limited, 
Allen T.Y. Chan, W. Judson Martin, Kai Kit Poon, David 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 Bane of America Securities LLC 
(collectively, the "Defendants"), as representative plaintiffs on behalf of the Class, as defined 
below, in a class action litigation conducted pursuant to the Ontario Class Proceedings Act, 
1992, S.O. 1992, C. 6. 

A The Plaintiffs commenced two class proceedings in the Ontario Superior Court of Justice 
(the "Court") under court file numbers CV-11-431153-00CP and CV-11-439400-00CP, against 
the Defendants by way of Notices of Action, issued, respectively, on July 20, 2011 and 
November 14, 2011, and have been granted leave to consolidate those actions. The consolidated 
action will proceed under court file number CV-11-431153-00CP (the "Proceeding", but 
specifically excluding, unless otherwise indicated by the Funder pursuant to clause 6.3 below, 
any appeal or the defence of any appeal from a final judgment or any further appeal or the 
defence of any further appeal arising therefrom). 

B. The Plaintiffs are concerned about their exposure to an Adverse Costs Order in the 
Proceeding. 

C. Claims Funding International, PLC (the "Funder") has a stated corporate objective of 
providing access to justice for the victims of corporate misconduct. 

D. The Funder has agreed to pay: 
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(i) $50,000 for out of pocket expenses incurred by the Plaintiffs in the proceeding; 
and 

(ii) any Adverse Costs Order 

on the terms set out in this Litigation Funding Agreement ("Agreement") and, as a condition of 
doing so, has requested that the Plaintiffs seek Court approval of the within Agreement. 

TERMS 

1. Definitions: 

1.1 In this Agreement, unless a contrary intention appears elsewhere herein, the following 
terms have the meanings specified below: 

(a) "Administration Expens('s" rneans all fees, disbursements, expenses, costs, taxes 
and any other amounts incurred or payable relating to implementation and 
administration of the Settlement or judgment, as the case may be, including the 
costs of publishing and delivering notices, the fees, disbursements and taxes paid 
to the Administrator, and any other associated expenses approved by the Court as 
being payable from the Resolution Sum. 

(b) "Adverse Costs Order" means any Costs Order made in the Proceeding against 
the Plaintiffs and in favour of the Defendants or any other party to the Proceeding 
in respect of costs incurred during the Term of Agreement, including applicable 
legal fees, disbursements and taxes; 

(c) "Beneficial Costs Order" means any Costs Order not subject to appeal made in a 
Proceeding against the Defendants and in favour of the Plaintiffs in respect of 
costs incurred during the Term of Agreement, including applicable taxes; 

(d) "Claim" or "Claims" means the allegations the Plaintiffs, and each Class 
Member, have made or may make against the Defendants arising out of, or 
connected with, the facts plead in the Proceeding, or any amendment thereto made 
on notice to the Funder; 

(e) "Class" or "Class M,~in~ers:~;mean 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 or 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 other than the 
Excluded Persons, or such other definition as may be approved by any court, 
including, for the purposes of Settlement, any definition agreed upon by the 
parties to the Settlement. If no agreement is reached and/or no order is made 
which identifies the persons and entities represented by the Plaintiffs in the 
Proceeding, or if the group overlaps with the group in another action, such a 
determination will be sought by motion to the Court on Notice to the Parties; 
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(f) "Commission" means the consideration paid to the Funder for providing 
Funding, namely: 

(i) where the Resolution occurs at any time prior to the filing of the Plaintiffs' 
pre-trial conference brief and: 

(A) concerns only the Proceeding, 5% of the proportion of the Net 
Resolution Sum allocated to the Class Members to a maximum 
amount of the Commission Cap; or 

(B) concerns other actions in addition to the Proceeding, 5% of the 
compensation paid to each Class Member from the Net Resolution 
Sum to a maximum amount of the Commission Cap, unless the 
Commission can otherwise be determined in a manner satisfactory 
to all parties to the Resolution; 

(ii) where the Resolution occurs at any time on or after the filing of the 
Plaintiffs' pre-trial conference brief and: 

(A) concerns only the Proceeding, 7% of the proportion of the Net 
Resolvtion,.Sum allocated to the Class Members to a maximum 
amourit of the Commission Cap; or 

(B) concerns other actions in addition to the Proceeding, 7% of the 
compensation paid to each Class Member from the Net Resolution 
Sum to a maximum amount of the Commission Cap, unless the 
Commission can otherwise be determined in a manner satisfactory 
to all parties to the Resolution; 

(g) "Commission Cap" is: 

(h) 

(i) 

(i) Cdn $5,000,000, if Resolution occurs at any time prior to the filing of the 
Plaintiffs' pre-trial conference brief; and 

(ii) Cdn $10,000,000, if Resolution occurs at any time thereafter. 

Any Commission paid on any partial Resolution shall be considered in 
calculating the Commission payable on any subsequent Resolution. The 
Commission Cap shall apply to the aggregate, not the individual, Commission 
payments; 

"Costs Order" mean~> an; ord~i made by the Court requiring one or more parties 
to the Proceeding td 1~ay some or all of the costs incurred by another party or 
parties to the Proceeding; 

"Date of Commencement" means the date on which this Agreement is approved 
by the Court; 
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"Excluded Persons" means the Defendants, their past and present subsidiaries, 
affiliates, officers, directors, senior employees, partners, legal representatives, 
heirs, predecessors, successors and assigns, and any individual who is a member 
of the immediate family of an Individual Defendant; 

"Final Resolution" 'rileans wh:en' all Claims asserted in the Proceeding are fully 
,q, ' 

and finally extinguished or dis:missed by Settlement or judgment of a court; 

"Funding" means the Funder's undertaking to pay: 

(i) $50,000 for out of pocket expenses incurred by the Plaintiffs in the 
proceeding; and 

(ii) any Adverse Costs Order 

in accordance with clause 4.1 below; 

(m) "Individual Defendants" means Chan, Martin, Poon, Horsley, Ardell, Bowland, 
Hyde, Mak, Murray, Wang, and West, collectively; 

(n) "Lawyers" means the law firms of Siskinds LLP and Koskie Minsky LLP 
separately or collectively, or any firm of lawyers appointed in their place by the 
Plaintiffs after providing notice of the intent to change Lawyers to the Funder; 

(o) "Net Resolution Sum" means the Resolution Sum less (i) Lawyers' fees and 
disbursements, including HST; and (ii) Administration Expenses; 

(p) "Party" or "Parties•r,;itlleans tpe parties to' this Agreement, namely, the Plaintiffs, 
including their successor trustees, and the Funder; 

(q) "Privilege", unless the context otherwise requires, means solicitor-client 
privilege, litigation privilege and settlement communication privilege; 

(r) "Resolution" means a Settlement, or judgment issued by a court, that resolves the 
Claim or part of the Claim in favour of the Plaintiffs; 

(s) "Resolution Sum" means the gross amount or amounts, or the value of any goods 
or services, for which the Claim or part of the Claim is settled, or for which 
judgment is given, in favour of the Plaintiffs, including the value of any 
favourable terms of future supply of goods or services and including any interest, 
but specifically excluding costs recovered by the Plaintiffs pursuant to a Costs 
Order; 

(t) "Settlement" means an agreement which provides for the resolution of the Claim 
or part of the Claim which is approved by a court following provision of advice 
from the Lawyers that such agreement is reasonable having regard to all 
contingencies, and includes any compromise, discontinuance or waiver of the 
Claim or part of the Claim. "Settles" shall be construed accordingly; 

1 6 
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(u) "Term of Agreement" means the period of time in which the Agreement is in full 
force and effect, namely, the period beginning on the Date of Commencement and 
continuing in operation until: 

(i) the Proceeding, and any appeal funded by the Funder, reaches a Final 
Resolution; 

(ii) the Funder has complied with all of its obligations arising pursuant to this 
Agreement; and 

(iii) the Commission has been paid to the Funder; 

OR alternatively, 

(iv) the Termination of the Agreement as provided in clauses 11 and 12; 

(v) "Termination" means, 

(i) a cessation of the effect of this Agreement in accordance with clauses 11 
or 12 herein; and 

(ii) any completion, failure, avoidance, rescissiOn, annulment or other 
cessation ofthe effect of this Agreement; and, 

(w) "Termination Notice" means the written notice, served, by either the Funder or 
the Plaintiffs upon the other in accordance with their rights under this agreement, 
seven (7) days in advance of the date upon which either Party elects that the 
Agreement and all obligations thereunder are to be terminated. 

2. General: 

2.1 The written terms of this Agreement constitute the entire agreement between the Parties. 

2.2 There shall be no variation or amendment to the terms of this Agreement except in 
writing signed by each Party. 

2.3 If any provision of this Agreement, or the application thereof to any person or 
circumstances, is or becomes invalid or unenforceable, the remaining provisions shall not 
be affected and each provision shall be valid and enforceable to the full extent permitted 
by law. 

2.4 The Plaintiffs and the Funder will promptly execute all documents and do all things that 
either of them from time to time reasonably requires of the other to effect, perfect or 
satisfy the provisions of this Agreement and any transaction contemplated by it. 

2.5 Nothing in this Agreement shall constitute the Parties as partners, joint venturers or 
fiduciaries. 

1 7 
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2.6 The singular includes the plural and vice versa. 

3. Plaintiffs' Obligations: 

3.1 Subject to applicable law, in recognition of the fact that the Funder has an interest in the 
Resolution Sum and an interest in the efficient and effective prosecution of the 
Proceeding, the Plaintiffs irrevocably direct the Lawyers to advise the Funder with regard 
to any significant issue in the Proceeding such as prospects, strategy, quantum, proof and 
any material change thereof. The Plaintiffs also irrevocably direct the Lawyers to 
promptly respond to any reasonable request by the Funder for information relating to the 
Proceeding. Notwithstanding the above: 

(a) the Plaintiffs shall retain and provide instructions to the Lawyers; 

(b) the Funder accepts that the Lawyers' professional duties are owed to the Plaintiffs 
and not to the Funder; and 

(c) the Plaintiffs shall remain as the representative plaintiffs in the Proceeding unless 
the Court orders otherwise. 

3.2 The Plaintiffs must: 

(a) conduct the Proceeding in a manner that avoids unnecessary cost and delay; 

(b) provide full and honest instructions to the Lawyers; and 

(c) inform the Lawyers of any change in their contact information or of any detail, 
circumstance or change in circumstances likely to affect any issue in the 
Proceeding. 

3.3 The Plaintiffs agree that all information, communication or documents provided to them 
at any time (i) by the Funder or its respective officers, servants or agents in relation to the 
Claim and/or this Agreement; or (ii) by the Lawyers in relation to this Agreement is 
subject to Privilege. 

3.4 Other than as ordered by a court, the Plaintiffs will not disclose any information, to which 
clause 3.3 refers, to any other person without the prior written consent of the Funder (if 
the information was provided by it) or the Lawyers (if the information was provided by 
them). ,,;, . JJ , 

3.5 For further clarity, the obligations in clauses 3.3 and 3.4 survive any Termination. 

3.6 The Plaintiffs irrevocably authorize and require the Lawyers to: 

(a) immediately, upon its execution, seek court approval of this Agreement; 

(b) immediately report to the Funder the joining or removal of any party to the 
Proceeding; 

1 8 



- 7-

(c) receive any funds payable by the Defendants as a result of any Beneficial Costs 
Order(s); and 

(d) upon Final Resolution, pay the amounts in clause 8.1 of this Agreement. 

4. Funding: 

4.1 The Funder will pay: 

(a) $50,000 for out of pocket expenses incurred by the Plaintiffs in the proceeding; 
and 

(b) any Adverse Costs Order. 

4.2 If a Beneficial Costs Order is issued, such funds shall be considered as a first credit 
towards any future Adverse Costs Order(s), such that the Funder, in satisfying its 
obligations under clause 4.1, shall only pay the remainder of any subsequent Adverse 
Costs Order after subtraction of the total of the Beneficial Costs Orders issued to date. 

5. Privilege and Confidentiality: 

5.1 Information provided to the Funder pursuant to the Agreement, is subject to Privilege and 
in order to maintain that Privilege, the Funder shall: 

(a) strictly maintain the confidentiality of the information; 

(b) adopt proper and effective procedures for maintaining the confidentiality and safe 
custody of the information; 

(c) ensure that access to the information is only provided to the Funder's directors, 
officers and/or employees who are engaged in functions connected to the 
implementation ofthis Agreement; 

(d) only use the information for the purpose for which it was provided; 

(e) not disclose the information to any person other than Plaintiffs and/or the Lawyers 
retained in the Proceeding; and 

(f) return all records, copies or duplicates, of the information to the Plaintiffs upon 
the Final Resolution of the Proceeding. 

6. Appeals 

6.1 If the Proceeding is wholly or partly unsuccessful, or any appeal from the Proceeding is 
wholly or partly unsuccessful, and the Lawyers advise that there are reasonable grounds 
to appeal, or further appeal,, a$ the cas~ may be, a final judgment, the Plaintiffs agree that 
although the Lawyers may commence and prosecute an appeal or further appeal on the 
Plaintiffs' behalf or for the benefit of the Plaintiffs, the Funder is not obliged to provide 
Funding for any appeal from a final judgment unless it independently decides to do so. 

1 9 
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6.2 If the Proceeding is wholly or partly successful, or any appeal from the Proceeding is 
wholly or partly successful and the Defendants lodge an appeal from a final judgment, 
the Plaintiffs agree that although the Lawyers may defend such appeal or further appeal 
on the Plaintiffs' behalf or for the benefit of the Plaintiffs, the Funder is not obliged to 
provide Funding for any appeal from a final judgment unless it decides independently to 
do so. 

6.3 The Funder may elect to fund any appeal or the defence of any appeal or any further 
appeal or the defence of any fUrther appeal in respect of a final judgment in the 
Proceeding by notice in writing to the Plaintiffs. 

6.4 If the Funder elects to provide Funding for an appeal pursuant to clause 6.3, such 
Funding will be on the terms of the Agreement, and the term "Proceeding" wherever used 
in this Agreement will be treated as including a reference to the appeal which is the 
subject ofthe election. 

6.5 Should the Funder not elect to fund any appeal or the defence of any appeal or any 
further appeal or the defence of any further appeal in respect of a final judgment in the 
Proceeding, the Funder shall only be entitled to a Commission in respect of any 
Resolution reached prior to such appeal not being the judgment appealed from, and shall 
not be entitled to a Commission in respect of any Resolution reached as a result of such 
appeal or the defence of such appeal. 

7. Receipt of Resolution Sum 

7.1 The Plaintiffs: 

(a) acknowledge that the conduct of the Proceeding will or may encourage the 
Defendants to seek to compromise the Plaintiffs' Claim(s); and 

(b) irrevocably authorize,and clireOt the Lawyers to receive any Resolution Sum, paid 
in compromise for the Plaintiffs' Claim(s), and to immediately pay any Resolution 
Sum into an account kept for that purpose. 

7.2 The Plaintiffs irrevocably authorize and direct the Lawyers to pay out of the account 
referred to in clause 7.l(b), above, all payments referred to in clause 8.1. 

7.3 If the Resolution Sum is not money, the monetary value of the Resolution Sum received 
will be calculated by reference to the reasonable market value of the Resolution Sum. 
The Resolution Sum shall then be distributed, and any Commission paid, in proportion to 
its equivalent monetary value. 

8. Commission 

8.1 Upon Final Resolution, the Lawyers, or administrator as the case may be, shall pay the 
sum of $50,000 from the Resolution Sum and pay the Commission to the Funder from the 
Net Resolution Sum, as soon as practicable, and in any event prior to the distribution of 
the Net Resolution Sum to Class Members. 

') 0 L 
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8.2 No fees, commissions or other payments will become due or owing by the Plaintiffs to 
the Funder, other than those provided for in clauses 8.1. 

9. No Charge or Other Encumbrance 

9.1 The Plaintiffs warrant that there is no charge or other encumbrance on the Net Resolution 
Sum as at the date of this Agreement. 

9.2 The Plaintiffs will not cause or permit any charge, lien or other encumbrance to arise over 
or otherwise attach to the Net Resolution Sum after the date of this Agreement, except 
with the prior written consent of the Funder. 

10. Good Faith Dealings 

10.1 The Plaintiffs and the Funder will: 

(a) act in good faith toward each other and be just and faithful in their dealings with 
each other in all matters arising out of or connected with this Agreement; and 

(b) save as provided in this Agreement, not do or permit to be done anything likely to 
deprive any Party of the benefit for which the Party entered into this Agreement. 

10.2 If this Agreement or any part thereof is annulled, avoided or held unenforceable the 
Plaintiffs will forthwith do all things necessary, including without limitation executing 
any further or other agreement or instrument, to ensure that the Funder receives any 
remuneration, entitlement or other benefit to which this Agreement refers or is 
contemplated by this Agreement. The Plaintiffs irrevocably agree that production of a 
copy of this Agreement shall be conclusive evidence of the Plaintiffs' undertaking as set 
out in this clause. 

10.3 The Plaintiffs will not seek any order from any court that may detrimentally affect the 
Funder's rights under this Agreement other than with the consent of the Funder. 

10.4 If the Plaintiffs act in breach of this Agreement, clauses 7 and 8 will continue to apply to 
any Resolution Sum received by the Plaintiffs in respect of the Claim, unless the Funder 
elects to terminate this Agreement pursuant to clause 11.1, below. 

10.5 The Plaintiffs and the Fund~; will keep. the contents of this Agreement confidential in so 
far as it concerns the terms of the relationship between the Plaintiffs and the Funder, 
except where disclosure is required by law or disclosure is, in the Funder's absolute 
discretion, made by the Funder to the Defendants or their agents. 

11. Termination by the Funder 

11.1 If the Plaintiffs, 

(a) do not fulfill their obligations as stipulated in clause 3 above; or 

21 
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(b) appoint different Lawyers to replace the present Lawyers; 

the Funder may elect to terminate this Agreement by serving a Termination Notice upon 
the Plaintiffs. Termination shall become effective as of the seventh day after service of 
the Termination Notice. 

11.2 If the Funder does not elect to fund any appeal of a final judgment or the defence of any 
appeal of a final judgment in respect of the Proceeding, the Funder shall terminate this 
Agreement by serving a Termination Notice upon the Plaintiffs. Termination shall 
become effective as ofthe seventh day after service of the Termination Notice. 

11.3 All obligations of the Funder under this Agreement cease on the date the Termination 
becomes effective, save for obligations accrued to that date. 

11.4 If the Funder terminates this Agreement and its obligations pursuant to clause 11.1 above 
then it shall not be entitled to a Commission on account of any Resolution achieved after 
the Termination becomes effective. 

11.5 If the Funder terminates this Agreement and its obligations pursuant to clause 11.2 above 
then it shall only be entitled to a Commission in respect of any Resolution reached prior 
to such appeal and shall not be entitled to a Commission in respect of any Resolution 
reached as a result of such appeal :or t~y defence of such appeal. 

11.6 The accrued obligations of the Funder referred to in clause 11.3 comprise of an obligation 
to pay any Adverse Costs Order in the Proceeding in respect of costs which arise in, or 
are attributed to, the period beginning on the Date of Commencement and ending on the 
date the Funder's termination becomes effective. 

12. Termination by Plaintiffs 

12.1 If the Funder does not fulfill its obligations as stipulated in clauses 4 and 5, and does not 
remedy the breach within thirty (30) days after receiving written notice from the 
Plaintiffs, the Plaintiffs may terminate this Agreement by serving a Termination Notice 
upon the Ftmder. Termination shall become effective as of the seventh day after service 
of the Termination Notice. 

12.2 If this Agreement is terminated by the Plaintiffs pursuant to clause 12.1 above then: 

(a) the Funder remains liable for the obligations referred to in clause 11.3 above; and 

(b) the Plaintiffs will not be required to make any payment to the Funder under clause 
8 above. i: 

13. Governing Law 

13.1 All matters related to this Agreement will be governed by and construed in accordance 
with the laws of the Province of Ontario and the laws of Canada applicable therein 
without regard to the conflict of laws or principles thereof, and are subject to the 
exclusive jurisdiction and venue of the courts of Canada in the Province of Ontario. 

22 
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13.2 For the purpose of all legal proceedings, this Agreement will be deemed to have been 
performed in the Province of Ontario and the courts of the Province of Ontario shall have 
jurisdiction to entertain any action arising under this Agreement. Specifically, by 
executing this Agreement, the Funder hereby attoms to the exclusive jurisdiction of the 
courts of the Province of Ontario. 

14. Disputes Arising from this Agreement 

14.1 Disputes arising from this agreement shall be determined upon a motion before the Court 
on Notice to the Parties to this Agreement. 

15. Notices 

15.1 All notices given under this Agreement shall be in writing and may be served personally, 
by post, facsimile or by e-mail. 

15.2 The Funder shall serve on the Lawyers a copy of any Termination Notice given or 
received by the Funder. 

15.3 The Plaintiffs shall serve on the Lawyers a copy of any Termination Notice given or 
received by the Plaintiffs. 

15.4 The address for service ofthe Funder will be: 

30 Pembroke Street Upper 
Dublin 2 
Ireland 
Tel: +~.,5.3.1.2~{4523 
Fax: +353.1.234.2589 
Email: pkoutsoukis@claimsfunding. eu 

15.5 The addresses for service of the Plaintiffs will be: 

(A) Attn: Dimitri Lascaris 
Siskinds LLP 
680 Waterloo St. 
London, ON N6A 3V8 
Tel: 519.660.7844 
Fax: 519.660.7845 
Email: dimitri.lascaris@siskinds.com; 

(B) Attn: Kirk Baert 
Koskie Minsky LLP 
20 Queen Street West 
Suite 900 
Toronto, ON M5H 3R3 
Tel: 416-595-2117 
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Fax: 416-204-2889 
Email: kbaert@kmlaw.ca 

15.6 The address for service of the Lawyers shall be the same as the address for service of the 
Plaintiffs as specified in clause 15.5, above. 

15.7 Notices shall be deemed to be received on the day after they are posted and the day they 
are transmitted by facsimile or e-mail. 

16. Computation of Time 

16.1 In the computation of time in this Agreement, except where a contrary intention appears, 

(a) where there is a reference to a number of days between two events, they shall be 
counted by excluding the day on which the first event happens and including the 
day on which the second event happens, including all calendar days; and 

(b) only in the case where the time for doing an act expires on a holiday, the act may 
be done on the next day that is not a holiday. 

17. Counterparts 

17.1 This Agreement may be executed in one or more counterparts. All executed counterparts 
and each of them shall be deemed to be one and the same instrument. 

17.2 A facsimile transmission of this Agreement signed by any Party will be treated as an 
original signed by that Party. 

24 



.• ,• . . 

K trJ~eJ"~; f 7H2 2£~v\e ~ · · 
· WitnessName.fi1Iease PrintY · · ~· 

'· WitnessN~~ (please print) Per: 
~-. 

Per: 

~- ·. 

1750376.2A 



26 
- 13-

IN WITNESS WHEREOF, the Parties hereto have executed this Agreement, or caused this 
Agreement to be executed by their duly authorized counsel, dated as of , 2012. 

SIGNED, SEALED AND DELIVERED ) 
in the presence of: ) 

) 
) 
) 

Witness Signature ) The Trustees of The Labourers Pension 
) Fund of Central and Eastern Canada 
) 
) 
) 
) 

Witness Name (please print) ) Per: 
) 

w· 4Ji$t1 
) 
) 

4/u,/)U;~ ) 
) 

1tness tgnature The Trustees of The International Union of 
) Operating Engineers Local 793 Pension 
) Plan for Operating Engineers 
) 
) 
) 

Me\.d,SJ1: ft1r4AJ~-~ ) 

Witness Name (please print) ) Per: 
) 
) 
) 
) 

Witness Signature 
) 
) Sjunde AP-Fonden 
) 
) 
) 
) 

Witness Name (please print) Per: 

1750376.2A 
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IN WITNESS WHEREOF, the Parties hereto have executed this Agreement. or caused this 
Agreement to be executed by their duly authorized counseL dated as of 2012. 

SIGNED, SEALED AND DELIVERED 
in the presence of: 

Witness Signature 

Witness Name (please prim) 

Witness Signature 

Witness Name (please print) 

) 
) 
) 
) 
) 
) 
) 
) 
) 

) 
) 
) 
) 
} 
) 

) 
) 
) 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

) 

The Trustees of The Labourers Pension 
Fund of Central and Eastern Canada 

Per: 

The Trustees of The fnterflafioflal Unio~ of 
Operating Engineers Local 793 Pension 
Plan for Opetating Engineers 

Per: 

1750376.2A 
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Witness S]inature 

Witness Name (please print) 

----·····---------.~~-----~-

Witness Signature 

Witness Narne {please print) 

Witness Sigrtature 

----------------------------~----'----~-

WitnessNmne (please print) 

- 14-

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

---------------------------- ·,--,----,---------
Robert Wong 

Claims Ftmding International, PLC 

Per: 
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Witness Signature 

Witness Name (please print) 

Witness Name (please print) 

Witness Signature 

Witness Name (please print) 
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) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
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Robert Wong 

Claims Funding International, PLC 
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Witness Name (please print) 

·-······--.----------··"·'"""'''~~--.-~~--····'·"''""''""~~~---

Witness Signature 

············---,-.,---.---~-----····················· ..... 
Witness N~e {please print) 
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) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) . 

) 
) 
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This is Exhibit "B" mentioned 
and referred to in the Affidavit 
of Michael Robb, sworn before 
me at the City of London, in the 
County of Middlesex, this 8th 
day of March, 2012. 

e lum~tdl 
A Commissioner, etc. 
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680 Waterloo Street, London, ON N6A 3V8 SISKIN OS T H E 
LAW 
FIRM 

No. Investor N arne Contact Information 

1 Paulson & Company Inc. 590 Madison Avenue, 29m Floor 
New York, NY 10022 

2 Davis Funds Davis Distributors, LLC 
2949 East Elvira Road, Suite 101 
Tucson,~ 85756 

3 Temasek Holdings (Private) Ltd. 60B Orchard Road, #06-18 Tower 2 
Singapore 238891 

4 Fidelity International Ltd. 82 Devonshire Street 
Boston, MA 02109 

5 The Capital Group Companies 333 South Hope Street, 55th Floor 
Los Angeles, CA 90071 

6 Ivy Funds 6300 Lamar Avenue 
Shawnee Mission, KS 66202-4247 

7 Bessemer Trust 630 Fifth Avenue 
New York, NY 10111 

8 Canada Pension Plan Investment Board 1 Queen Street East, Suite 2700 
PO Box 101 
Toronto, ON M5C 2W5 

9 Mackenzie Financial Corporation 150 Bloor Street West, Suite Mill 
Toronto, ON M5S 2X9 

10 Blackrock 103 Bellevue Parkway, Suite 152 
Wilmington, DE 19809 

11 Dimensional Fund Advisors Palisades West 
6300 Bee Cave Road, Building One 
Austin, TX 787 46 

12 McLean Budden Ltd 145 King Street West, Suite 2525 
Toronto, ON M5H IJ8 

13 Horizons Exchange Traded Funds 26 Wellington Street East, Suite 920 
Toronto, ON M5E 1 S2 

DIRECT HEAD OFFICE 
TELEPHONE (519) 660-7824 
FACSIMILE (519) 660-7825 

TELEPHONE (519) 672-2121 
FACSIMILE (519) 672-6065 

London · Toronto · Windsor Quebec City SISKINDS.com 
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Dynamic Funds 

Oppenheimer Funds 

Caisse de depot et placement du Quebec 

Henderson Global Investors 

Invesco 

Connor, Clark & Lunn Financial Group 

CI Investments 
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498 7m Avenue 
New York, NY 10018 

Edifice Price 
65, rue Sainte-Anne, 14e etage 
Quebec, QC GlR3X5 

3 Finsbury Avenue 
London EC2M 2PA 
UNITED KINGDOM 

5140 Y onge Street, Suite 900 
Toronto, ON M2N 6X7 

181 University Avenue, Suite 300 
Toronto, ON M5H 3M7 

2 Queen Street East, 20m Floor 
Toronto, ON M5C 3G7 



This is Exhibit "C" mentioned 
and referred to in the Affidavit 
of Michael Robb, sworn before 
me at the City of London, in the 
County of Middlesex, this 8th 
day of March, 2012. 

Q ./!/v(t1&!_ 
A Commissioner, etc. 
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EMAIL File no. 832700 

Delivered By Regular Mail 

February 21, 12 

Dear 

Ret The Trustees of the Labourer.'>' Pension Fund of Central and Em~tern Canada v. 

A 

DIRECT 
TELEPHONE 
FACSIMILE 

Sino .. Forest Corp., et al. 
Court File No. CV-lt-43U5J..OOCP 

660-7753 
660-7754 

Plaintiffs in a proposed class Pr<>ceem.ng 
Young LLP, BDO Limited 
W. Judson Martin, Kai Kit Poon, 

tvtE. Hyde, Edmund 
Consulting Company 
Dundee Securities 

World Markets Inc., Merrill 
Canada Inc., Credit 

to recover damages 
as a result of alleged 

compliance with Canadian 

HEAD OFFICE 
TELEPHONE (519) 672-2121 
FACSIMILE (519) 672-6005 
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680 Waterloo Street. London, ON N6A 3V8 SISKIN OS r 11 E 
LAW 
FlU 

You are receiving this letter as a result of a search that we using a securities 
database that indicated that you are, or were at the material time, an institutional shareholder of 
Sino 

The anticipate bringing a motion that will seek an order approving a Litigation 
Funding Agreement (the "Agreement") that was negotiated with a third-party funder, Claims 
Funding International ("CFI"), Pursuant to this Agreement, CFI has to pay any adverse 
costs awards that may be assessed against the Plaintiffs in the 
CAD$50,000 toward disbursements, in exchange for a commission .. .,.,.., .. "'"'"'nt1nn 

of any or settlement achieved in favour 
Plaintiffs' conference brief or 7% {seven per cent) of 

IPm:P.nr a~rru.,.,,,.,., thereafter. A similar agreement was nnr'.-"''1"", 

in Dugal v. !vfamdife el aL That .,.,..,,...,.,,...,, .. 

http :1/www. classaction. ca/CMS Files/PO F /Securities/Manulife/Reasons _

Should 
or should 

Yours 

Enclosure 

EEMM/ 
2 

LLP 

PDF 

Agreement that we intend to 
which will be held at a time to 

london Toronto · Windsor Quebec City SISKINDS.com 
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Court File No. CV-11-431153-00CP 

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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, 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., CAN ACCORD 
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC., CREDIT SUISSE 

SECURITIES (USA) LLC and BANC OF AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF JOSEPH MANCINELLI 

I, JOSEPH MANCINELLI, of the City of Hamilton, in the Province of Ontario, 

MAKE OATH AND SAY: 

1. I am the chair of the board of trustees of the Labourers' Pension Fund of Central and 

Eastern Canada (the "Labourers Fund"), plaintiffs in this action and I have knowledge of the 

matters herein deposed. Where I make statements in this affidavit that are not within my 

personal knowledge, I have indicated the source of my information and I believe such 

information to be true. 
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Nature Of The Action 

2. The Labourers Fund is a Canadian multi-employer pension funds representing 52,100 

active, retired, inactive and deferred vested members in Ontario, New Brunswick, Nova 

Scotia, PEl and Newfoundland and Labrador. 

3. The trustees of the Labourers Fund purchased Sino-Forest shares between December 

2009 and June 2011. The trustees held a total of 128,700 shares on June 1, 2011, with a 

market value of $18.21 per share or $2,343,627 at the close of trading on June 1, 2011. On 

June 2 and 3, 2011, the trustees sold their holdings for net proceeds $695,993.96. 

4. On July 20, 2011, the trustees of the Labourers Fund and the trustees of the 

International Union of Operating Engineers Local 793 Pension Plan for Operating Engineers 

in Ontario commenced this action against Sino-Forest and other defendants, including Sino

Forest's auditors and underwriters for its offerings. The claim alleges that there were 

misrepresentations in Sino-Forest's public filings. 

Litigation Funding Agreement 

5. On February 15, 2012, the trustees entered into the CFI litigation funding agreement. 

It provides that CFI will provide an indemnity for adverse cost awards in this action against 

the plaintiffs and $50,000 towards disbursements. In return, CFI would receive 5% of any net 

recovery up to a maximum of $5 million if the action is resolved before a pre-trial or 7% of 

net recovery with a maximum of $10 million if resolved afterwards. 

The Importance of Having Funding In Place 

6. The trustees brought this action because of the Labourers Fund's losses and out of a 

desire for healthy and transparent public markets. It is important that the professionals (such 

as auditors) who serve companies like Sino- and whose professional opinion investors rely 

on- be held accountable for their role in any misconduct. 

7. The trustees of the Labourers Fund are prepared to commit time and effort to being 

representative plaintiffs and to direct this litigation on behalf of and in the best interests of the 

class. The trustees understand that whether, or how much, of the fund's investment losses may 

be recovered is uncertain. 
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8. However, the trustees cannot justify the risk of an adverse cost award in light of the 

size ofthe Labourer Fund's losses. I am advised by Michael Mazzuca of Koskie Minsky LLP 

and I believe that adverse cost awards could be hundreds of thousands of dollars for major 

motions such as certification and leave to commence statutory claims under the Securities Act. 

Mr. Mazzuca also advises me and I believe that the costs after a trial could be in the millions. 

9. Further, I understand that the trustees cannot expect to recover any more than any 

other class member in this action, even though the trustees are named plaintiffs and may be 

appointed representative plaintiffs. Mr. Mazzuca has explained that, even if this action 

succeeds, I and the other trustees should not expect additional compensation for acting as 

representative plaintiffs in this action. He explained that such additional compensation is rare 

and if granted would very likely be less than $10,000. 

10. Given the size of potential cost awards and the Labourers Fund's losses, the trustees 

are not willing to act as plaintiffs without an indemnity for adverse costs. While healthy 

public markets are an important concern for the Labourers Fund, the risks are not justifiable 

without funding for adverse costs. 

11. The CFI litigation funding agreement represents a reasonable arrangement for funding. 

Mr. Mazzuca explained to I and the other trustees that an alternative to the CFI arrangement 

would be to seek funding from the Ontario Class Proceedings Fund. He explained that if the 

Class Proceedings Fund agreed to fund this action it would provide an indemnity for adverse 

cost awards and would pay for disbursements subject to a budget. Mr. Mazzuca explained 

that, in exchange for such funding, the Class Proceedings Fund would be entitled to 1 0% of 

net recovery from the class. Given the losses suffered by the class, this could be an enormous 

amount, far more than provided in the CFI funding agreement. 

12. I and the other trustees view the CFI litigation funding agreement to be more 

beneficial in this case than funding from the Class Proceeding Fund. First, the CFI agreement 

provides for payment of 5% or 7% (depending on timing) of net recovery instead of 10%. 

Further, the CFI funding agreement creates maximums for CFI's recovery. For example, ifthe 

net recovery is $400 million, CFI would receive $5 million (if before a pre-trial) or $10 

million (if afterwards). The Class Proceedings Fund levy would be $40 million. 
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13. I and the other trustees believe the litigation funding agreement is fair and reasonable 

given the limits placed on CFI' s recovery and the liability for adverse costs that CFI accepts. 

14. I swear this affidavit in support of the motion for approval of the litigation funding 

agreement and for no other or improper purpose. 

SWORN BEFORE ME at the City of 
!}. kud£u4t in the State of Florida, 
United States on February 15, 2012. 

/ 
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Court File No. CV-11-431153-00CP 

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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, 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., CAN ACCORD 
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC., CREDIT SUISSE 

SECURITIES (USA) LLC and BANC OF AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF MICHAEL GALLAGHER 

I, MICHAEL GALLAGHER, of the City of Toronto, in the Province of Ontario, 

MAKE OATH AND SAY: 

1. I am the chair of the board of trustees of the International Union of Operating 

Engineers Local 793 Pension Plan (the "OE Fund"), plaintiffs in this action, and I have 

knowledge of the matters herein deposed. Where I make statements in this affidavit that are 

not within my personal knowledge, I have indicated the source of my information and I 

believe such information to be true. 
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Nature Of The Action 

1. The OE Fund is a Canadian multi-employer pension plan representing 20,867 active, 

inactive, retired and deferred vested members. 

2. Through its various asset managers, the trustees purchased Sino-Forest shares between 

July 2007 and June 2011. On June 1, 2011, the trustees held approximately 324,100 with a 

market value of $18.21 per share or $5,901,861. Since that time, the trustees have sold most 

ofthese shares with significant losses. The trustees hold approximately 37,350 shares. 

2. On July 20, 2011, the trustees of the OE Fund and the trustees of the Labourers' 

Pension Fund of Central and Eastern Canada commenced this action against Sino-Forest and 

other defendants, including Sino-Forest's auditors and underwriters for its offerings. The 

claim alleges there were misrepresentations in Sino-Forest's public filings. 

Litigation Funding Agreement 

3. On March 7, 2012, the trustees entered into the CFI litigation funding agreement. It 

provides that CFI will provide an indemnity for adverse cost awards in this action against the 

plaintiffs and $50,000 towards disbursements. In return, CFI would receive 5% of any net 

recovery up to a maximum of $5 million if the action is resolved before a pre-trial or 7% of 

net recovery with a maximum of $1 0 million if resolved afterwards. I am advised by Mark 

Zigler of Koskie Minsky LLP and I believe the funding agreement is in addition to and does 

not replace the obligations of class counsel as set out in the retainer agreements with the 

plaintiffs. 

The Importance of Having Funding In Place 

4. The trustees brought this action because of the Operating Engineers losses and out of a 

desire for healthy and transparent public markets. Almost 40% of the OE Fund's assets are 

invested in Canadian equities. The trustees accordingly have a strong interest in the health and 

proper function of the Canadian capital markets. 

5. The trustees are prepared to commit time and effort to being representative plaintiffs 

and to direct this litigation on behalf of and in the best interests of the class. The trustees 
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understand that whether, or how much, of the fund's investment losses may be recovered is 

uncertain. 

6. However, the trustees cannot justify the risk of an adverse cost award in light of the 

potential size of such adverse cost awards in relation to the OE Fund's approximate losses. I 

am advised by Mr. Zigler and I believe that adverse cost awards could be hundreds of 

thousands of dollars for major motions such as certification and leave to commence statutory 

claims under the Securities Act. Mr. Zigler also advises me and I believe that the costs after a 

trial could be in the millions. 

7. Further, I understand that the trustees of the OE Fund cannot expect to recover any 

more than any other class member in this action, even though the trustees are named plaintiffs 

and may be appointed representative plaintiffs. Mr. Zigler has explained that, even if this 

action succeeds, I and the other trustees should not expect additional compensation for acting 

as representative plaintiffs in this action. He explained that such additional compensation is 

rare and if granted would very likely be less than $10,000. 

8. Given the size of potential cost awards as compared to the scale of the OE Fund's 

losses, the trustees are not willing to act as plaintiffs without an indemnity for adverse costs. 

While the health and transparency of the Canadian capital markets are an important concern 

for the OE Fund, the risks are not justifiable without funding for adverse costs. 

9. The CFI litigation funding agreement represents a reasonable arrangement for funding. 

Mr. Zigler explained to me and the other trustees that an alternative to the CFI arrangement 

would be to seek funding from the Ontario Class Proceedings Fund. He explained that if the 

Class Proceedings Fund agreed to fund this action it would provide an indemnity for adverse 

cost awards and would pay for disbursements subject to a budget. Mr. Zigler explained that, 

in exchange for such funding, the Class Proceedings Fund would be entitled to 1 0% of net 

recovery from the class. Given the losses suffered by the class, this could be an enormous 

amount, far more than provided in the CFI funding agreement. 

10. I and the other trustees view the CFI litigation funding agreement to be more 

beneficial in this case than funding from the Class Proceeding Fund. First, the CFI agreement 
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provides for payment of 5% or 7% (depending on timing) of net recovery instead of 10%. 

Further, the CFI funding agreement creates maximums for CFI's recovery. For example, if the 

net recovery is $400 million, CFI would receive $5 million (if before a pre-trial) or $10 

million (if afterwards). The Class Proceedings Fund levy would be $40 million. 

11. I and the other trustees believe the litigation funding agreement is fair and reasonable 

given the limits placed on CFI' s recovery and the liability for adverse costs that CFI accepts. 

12. I swear this affidavit in support of the motion for approval of the litigation funding 

agreement and for no other or improper purpose. 

MI AEL GALLAGHER 
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Court File No. CV-11-431153-00CP 

BETWEEN: 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

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, 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 SIDSSE 

SECURITIES (CANADA), INC., m SECURITIES INC., DUNDEE SECURITIES 
CORPORATION, RBC DOMINION SECURITIES INC., SCOTIA CAPITAL INC., 

CffiC WORLD MARKETS INC., MERRILL LYNCH CANADA INC., CANACCORD 
FINANCIAL LTD., MAISON PLACEMENTS CANADA INC., CREDIT SffiSSE 

SECURITIES (USA) LLC and BANC OF AMERICA SECURITIES LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

AFFIDAVIT OF DAVID C. GRANT 

I, DAVID C. GRANT, of the City of Calgary, in the Province of Alberta, MAKE 

OATH AND SAY: 

1. I am a plaintiff in this action. Accordingly, I have knowledge of the matters herein 

deposed. Where I make statements in this affidavit that are not within my personal 

knowledge, I have indicated the source of my information and I believe such information to 

be true. 
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Nature Of The Action 

2. On November 14, 2011, myself and Robert Wong commenced an action against Sino

Forest and other parties, including Sino-Forest's auditors and the underwriters of its offerings. 

Our claim alleges that there were misrepresentations in Sino-Forest's public filings, including 

its prospectuses and offering memoranda. 

3. On January 6, 2012, myself and Mr. Wong were added as plaintiffs in the within 

action and our November proceeding was consolidated with this action. 

4. I advance claims on behalf of persons who purchased or otherwise acquired Sino

Forest notes during the class period as defined in the action. I purchased 100 Guaranteed 

Senior Notes of Sino-Forest on October 21, 2010 at a purchase price ofUS$101.50 per note. I 

continue to hold these notes. 

Litigation Funding Agreement 

5. On February 9, 2012, I entered into the CFI litigation funding agreement. This 

agreement stipulates that CFI will provide an indemnity for adverse cost awards made against 

the plaintiffs in this action against the plaintiffs and $50,000 towards disbursements. In return, 

CFI will receive 5% of any net recovery up to a maximum of $5 million if the action is 

resolved before the filing of our pre-trial conference brief or 7% of net recovery with a 

maximum of $10 million if resolved afterwards. 

The Importance of Having Funding In Place 

6. I am prepared to commit time and effort to being a representative plaintiff and to 

direct this litigation on behalf of and in the best interests of the class. I understand that 

whether, or how much, of my investment loss may be recovered is uncertain. 

7. However, I cannot justify pursing this litigation and risk a substantial cost award, 

particularly given the relative size of my loss, in the absence of funding. I am advised by A 

Dimitri Lascaris of Siskinds LLP, and I believe that adverse cost awards could total hundreds 

of thousands of dollars for major motions such as those for certification and leave to 

commence statutory claims under the Securities Act. Mr. Lascaris also advises me, and I 

believe that the costs after a trial could figure in the millions. 

1771713.1 

49 



------------------ ----

- 3-

8. Further, I understand that I cannot expect to recover any more than any other class 

member in this action even though I am a named plaintiff and may be appointed 

representative plaintiff. Mr. Lascaris has explained that even if this action succeeds I should 

not expect to receive additional compensation for acting as a representative plaintiff He 

explained that such added compensation is rare and even if granted would very likely amount 

to less than $10,000. 

9. I believe that the CFI litigation funding agreement represents a reasonable 

arrangement for this funding. Mr. Lascaris explained to me that an alternative to the CFI 

arrangement would be to seek funding from the Ontario Class Proceedings Fund. He 

explained that if the Class Proceedings Fund agreed to fund this action it would provide an 

indemnity for adverse cost awards and would pay for disbursements subject to a budget. Mr. 

Lascaris explained that, in exchange for such funding, the Class Proceedings Fund would be 

entitled to 10% of any net recovery from the class. Given the losses suffered by the class, this 

could be an enormous amount, far more than that outlined in the CFI funding agreement. 

10. I view the CFI litigation funding agreement to be more beneficial to the class in this 

case than funding from the Class Proceeding Fund in two ways. First, the CFI agreement 

provides for a commission payment of 5% or 7% (depending on timing) of net recovery as 

opposed to the 10% commission sought by the Class Proceedings Fund. Second, the CFI 

funding agreement caps CFI's recovery. For example, if the net recovery ofthe class is $400 

million, CFI would receive $5 million (if recovery occurs before the filing of our pre-trial 

brief) or $10 million (if after). By contrast, the Class Proceedings Fund levy would be $40 

million either way. 

11. In sum, I believe the litigation funding agreement is fair and reasonable given the 

limits placed on CFI' s recovery and its acceptance of liability for adverse costs. 
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12. I swear this affidavit in support of the motion for approval of the litigation funding 

agreement and for no other or improper purpose. 

SWORN BEFORE ME at the 
~ .... "£/"~,in the Province. ofL,. _ on·\ 2012. 
____., )"' d ~,~,'K. f"Jh 2..'-f 

~#1'44!t:f! 
eoiilmissioner for Taking Affidavits 

WILLIAMS. PLETTL 
Barrister, Solicrtor & Notary Public 

~ 
DAVID C. GRANT 
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OATH AND SAY: 

1. I am a plaintiff in this action. Accordingly, I have knowledge of the matters herein 

deposed. Where I make statements in this affidavit that are not within my personal 

knowledge, I have indicated the source of my information and I believe such information to 

be true. 
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Nature Of The Action 

2. I was a shareholder of Sino-Forest Corporation from July 2002 to June 2011. Prior to 

the release of the Muddy Waters report on Sino-Forest, I owned 518,700 Sino-Forest shares, 

having, at that time, a market value of approximately $9.4 million. On June 3, 2011 and June 

7, 2011, after I learned of the allegations made against Sino-Forest, I sold all of the 518,700 

shares that I owned, and did so for total proceeds of approximately $2.8 million. 

3. On November 14, 2011, myself and David Grant commenced an action against Sino

Forest and other parties, including Sino-Forest's auditors and the underwriters of its offerings. 

Our claim alleges that there were misrepresentations in Sino-Forest's public filings, including 

its prospectuses and offering memoranda. 

4. On January 6, 2012, myself and Mr. Grant were added as plaintiffs in the within action 

and our November proceeding was consolidated with this action. 

Litigation Funding Agreement 

5. On February 9, 2012, I entered into the CFI litigation funding agreement. This 

agreement stipulates that CFI will provide an indemnity for adverse cost awards made against 

the plaintiffs in this action and $50,000 towards disbursements. In return, CFI will receive 5% 

of any net recovery up to a maximum of $5 million if the action is resolved before the filing 

of our pre-trial conference brief or 7% of net recovery with a maximum of $10 million if 

resolved afterwards. 

The Importance of Having Funding In Place 

6. I am prepared to commit time and effort to being a representative plaintiff and to 

direct this litigation on behalf of and in the best interests of the class. I understand that 

whether, or how much, of my investment loss may be recovered is uncertain. 

7. However, I cannot justify the risk of an adverse cost award in light of the size of the 

my losses. I am advised by A. Dimitri Lascaris of Siskinds LLP, and I believe that adverse 

cost awards could total hundreds of thousands of dollars for major motions such as those for 

certification and leave to commence statutory claims under the Securities Act. Mr. Lascaris 

also advises me, and I believe that costs after a trial could figure in the millions. 
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8. Further, I understand that I cannot expect to recover any more than any other class 

member in this action even though I am a named plaintiff and may be appointed 

representative plaintiff. Mr. Lascaris has explained that even if this action succeeds I should 

not expect to receive additional compensation for acting as a representative plaintiff. He 

explained that such added compensation is rare and even if granted would very likely amount 

to less than $10,000. 

9. Given the size of the potential cost awards in this action and the devastating impact 

that my losses have had on my retirement savings, I am not willing to act as a named plaintiff 

without receiving an indemnity against adverse costs awards. The risks are simply not 

justifiable without funding for adverse costs. 

10. I believe that the CFI litigation funding agreement represents a reasonable 

arrangement for this funding. Mr. Lascaris explained to me that an alternative to the CFI 

arrangement would be to seek funding from the Ontario Class Proceedings Fund. He 

explained that if the Class Proceedings Fund agreed to fund this action it would provide an 

indemnity for adverse cost awards and would pay for disbursements subject to a budget. Mr. 

Lascaris explained that, in exchange for such funding, the Class Proceedings Fund would be 

entitled to 10% of any net recovery for the class. Given the losses suffered by the class, this 

could be an enormous amount, far more than that outlined in the CFI funding agreement. 

11. I view the CFI litigation funding agreement to be more beneficial to the class in this 

case than funding from the Class Proceeding Fund in two ways. First, the CFI agreement 

provides for a commission payment of 5% or 7% (depending on timing) of any net recovery 

as opposed to the 10% commission sought by the Class Proceedings Fund. Second, the CFI 

funding agreement caps CFI's recovery. For example, if the net recovery of the class is $400 

million, CFI would receive $5 million (if recovery occurs before the filing of our pre-trial 

conference brief) or $10 million (if after). By contrast, the Class Proceedings Fund levy 

would be $40 million either way. 
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12. In sum, I believe the litigation funding agreement is fair and reasonable given the 

limits placed on CFI's recovery and its acceptance ofliability for adverse costs. 

13. I swear this affidavit in support of the motion for approval of the litigation funding 

agreement and for no other or improper purpose. 

~ORN BEFORE ME at the City of 
~IJC..@t..oo.£ in the Province of Ontario, 
on February..2 3, 2012. 

MARSHA PAULINE LEGGETI, a Commissioner, 
etc., Province of Ontario, for 
William S. Mathers, Barrister and Solicitor. 
Expires January 20, 2013. 

~Qhl (D 
ROBERT WONG 7 
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the Country of Sweden, MAKE OATH AND SAY: 

1. We are, respectively, the Chief Strategist and Head of Administration of Sjunde AP

Fonden ("AP7''), a plaintiff in this action. Accordingly, we have knowledge of the matters 

herein deposed. Where we make statements in this affidavit that are not within personal 

knowledge, we have indicated the source of our information and believe such information to 

be true. 
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Nature Of The Action 

2. AP7 is the Seventh Swedish National Pension Fund and is part of Sweden's national 

pension system. AP7 is governed by a Board of Directors. 

3. AP7 purchased Sino-Forest shares between April21, 2010 and January 14, 2011. Its 

funds held 139,398 shares on June 1, 2011, with a market value of $18.21 per share or 

$2,538,438.00 in total. On August 24, 2011, AP7 sold 43,095 Sino-Forest shares for net 

proceeds of$188,829.36. AP7 continues to hold 96,303 shares of Sino-Forest. 

4. On January 6, 2012, AP7 was added as a plaintiff to this action. 

Litigation Funding Agreement 

5. On February 24, 2012, AP7 entered into the CFI litigation funding agreement. This 

agreement stipulates that CFI will provide an indemnity for adverse cost awards made against 

the plaintiffs in this action and $50,000 towards disbursements. In return, CFI will receive 5% 

of any net recovery up to a maximum of $5 million if the action is resolved before the filing 

of our pre-trial conference brief or 7% of net recovery with a maximum of $10 million if 

resolved afterwards. 

The Importance of Having Funding In Place 

6. This action relates to allegations of material misrepresentations made to the investing 

public over a number of years. Such conduct, in the view of AP7, undermines the confidence 

in and proper functioning of the capital markets in which AP7 invests. 

7. AP7 is prepared to commit time and effort to being a representative plaintiff and to 

direct this litigation on behalf of and in the best interests of the class. We and AP7's board of 

directors understand that whether, or how much, of AP7's investment loss may be recovered 

is uncertain. 

8. However, AP7 cannot justify the risk of an adverse cost award in light of the size of its 

losses. We are advised by A. Dimitri Lascaris of Siskinds LLP, and believe that courts in 

Ontario can award a portion of the legal fees of other parties where those parties are 

successful in a motion or at trial. He has also explained that AP7, along with the other 

plaintiffs, as named plaintiffs would be individually responsible for those adverse cost awards 
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even though this action is brought on behalf of a class of investors. Mr. Lascaris has explained 

that these adverse cost awards could total hundreds of thousands of dollars for major motions 

such as those for certification and leave to commence statutory claims under the Securities 

Act. Mr. Lascaris also advises us, and we believe that the costs after a trial could figure in the 

millions. 

9. Further, we understand that AP7 cannot expect to recover any more than any other 

class member in this action even though it is a named plaintiff and may be appointed 

representative plaintiff. Mr. Lascaris has explained that even if this action succeeds AP7 

should not expect to receive additional compensation for acting as a representative plaintiff. 

He explained that such added compensation is rare and even if granted would very likely 

amount to less than $10,000. 

10. Given the size of potential cost awards in this action and AP7's losses, AP7 is not 

willing to act as a named plaintiff without receiving an indemnity against adverse costs. While 

the health and proper functioning of the capital markets are an important concern for AP7, the 

risks are not justifiable without funding for adverse costs. 

11. We believe that the CFI litigation funding agreement represents a reasonable 

arrangement for this funding. Mr. Lascaris explained to me that an alternative to the CFI 

arrangement would be to seek funding from the Ontario Class Proceedings Fund. He 

explained that if the Class Proceedings Fund agreed to fund this action it would provide an 

indemnity for adverse cost awards and would pay for disbursements subject to a budget. Mr. 

Lascaris explained that, in exchange for such funding, the Class Proceedings Fund would be 

entitled to 10% of any net recovery for the class. Given the losses suffered by the class, this 

could be an enormous amount, far more than that outlined in the CFI funding agreement. 

12. We view the CFI litigation funding agreement to be more beneficial to the class in this 

case than funding from the Class Proceeding Fund in two ways. First, the CFI agreement 

provides for a commission payment of 5% or 7% (depending on timing) of any net recovery 

as opposed to the 10% commission sought by the Class Proceedings Fund. Second, the CFI 

funding agreement caps CFI's recovery. For example, if the net recovery of the class is $400 

million, CFI would receive $5 million (if recovery occurs before the filing of our pre-trial 
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conference brief) or $10 million (if after). By contrast, the Class Proceedings Fund levy 

would be $40 million either way. 

13. In sum, we believe the litigation funding agreement is fair and reasonable given the 

limits placed on CFI's recovery and its acceptance of liability for adverse costs. 

14. We swear this affidavit in support of the motion for approval of the litigation funding 

agreement and for no other or improper purpose. 

Svante Linder 

1771712.1 

61 



The Trustees of the Labourer's Pension Fund Sino-Forest Corporation, et al. 
of Central and Eastern Canada, et al. and 

Plaintiffs Defendants 

Court File No: CV-11-431153-00CP 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceedings Under the Class Proceedings Act, 1992 

Proceeding commenced at Toronto 

AFFIDAVIT OF INGRID ALBINSSON AND 
SV ANTE LINDER 

KOSKIE MINSKY LLP 
900-20 Queen Street West 
Box 52 
Toronto, ON M5H 3R3 

Kirk M. Baert (LSUC#: 309420) 
Tel: 416.595.2117 
Fax: 416.204.2889 
Jonathan Bida (LSUC#: 54211D) 
Tel: 416.595.2072 
Fax: 416.204.2907 

SISKINDS LLP 
680 Waterloo Street 
P.O. Box 2520 
London, ON N6A 3V8 

Charles M. Wright (LSUC#: 36599Q) 
Tel: 519.660.7753 
Fax: 519.660.7754 
A. Dimitri Lascaris (LSUC#: 50074A) 
Tel: 519.660.7844 
Fax: 519.660.7845 

Lawyers for the Plaintiffs 

1771712.1 

0\ 
1"0 



The Trustees of the Labourer's Pension Fund 
of Central and Eastern Canada, et al. 

Plaintiffs 

d 
Sino-Forest corporation, et al. 

an 

Defendants 

Court File No: CV-11-431153-00CP 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

Proceedings Under the Class Proceedings Act, 1992 

Proceeding commenced at Toronto 

MOTION RECORD OF THE PLAINTIFFS 
(Motion to Approve Funding Agreement) 

KOSKIE MINSKY LLP 
20 Queen Street West, Suite 900, Box 52 
Toronto ON M5H 3R3 
Kirk M. Baert (LSUC#: 309420) 
Tel: ( 416) 595-2117 
Fax: (416) 204-2889 
Jonathan Bida (LSUC #: 54211D) 
Tel: (416) 595-2072 
Fax: ( 416) 204-2907 

SISKINDS LLP 
680 Waterloo Street, P.O. Box 2520 
London ON N6A 3V8 
Charles M. Wright (LSUC#: 36599Q) 
Tel: (519) 660-7753 
Fax: ( 519) 660-77 54 
A. Dimitri Lascaris (LSUC#: 50074A) 
Tel: (519) 660-7844 
Fax: (519) 660-7845 

Lawyers for the Plaintiffs 



I 
,I. 
I 
I 
I 
I 
I ,, 
I 
I 
I 
I 
I 
I. 
I 
I 
I 
I 
I 

This is Exhibit "G" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
2012 .. ' 

fHliltll11. ssioner, etc. 
Kalloghlian 
C #55557F) 

0C~ 
L. J...J 



I 
I 
I 
I 
I. 

I 
I 
I 
I 
I 
I 
I 
I' 
I 
I 

Mar. 26. 2012 4:46PM No. 4276 P. 2/21 

CITATION: Labourers' Pension Fund of Central and Eastern Canada v. 
Sino-Forest Corporation, 2012 ONSC 1924 

COURT FILE NO. ll-CV-431153CP 
DATE: 20120326 

BETWEEN: 

ONTAIUO 
SUPERlOR COURT OF JUSTICE 

The TlUstees ofthe 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, Sjuunde Ap-Fonden, David Grant and Robert Wong 

Plaintiffs 
-and-

Sino-Forest Corporation, Ernst & Young LLP, BDO Limited (formerly known as BOO 
McCabe Lo Limited), Allen T. 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, Garty J. West. Poyry (Beijing) Consulting Company Limited, 

Credit Suisse Securities (Canada), Inc., TDSecurities Inc., Dundee Seculities 
Corporation, RBC Dominion Securities Inc., Scotia Capital Inc., CIJ3C World Markets 
Inc., Merrill Lynch Canada, Inc., Canaccord Financial Ltd., Maison Placements Canada 

Inc., CJ.·edit Suisse Securities (USA) LLC and Bane of America Securitie:; LLC 

Defendants 

Proceeding under the Class Proceedings Act, 1992 

COUNSEL: 

• Kirk M. Baert and Michael Robb for the Plaintiffs 
• Michael Eizenga for Sino-Forest Corporation, Simon MuiTay, Edmund Mak, W. 

Judson Martin, Kai Kit Poon and Peter Wang 
• Emily Cole and Megan Mackey fo1· Allan T.Y. Chan 
• Peter Wardle and Simon Bieber for David J. Horsley 
• Law·a Fric and Geoffrey Grove for William E. Ardell, James P. Bowland, James 

M.E. Hyde and Garry J. West 
• Jolm Fabella and Andrew Gray for Credit Suisse Securities (Canada) Inc., 1D 

Securities Inc., Dundee Securities Corporation, RBC Dominion SecurJties 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 Bane of Amelica Securities LLC 

• Peter H. Griffin and Shara Roy for Emst & Young LLP 
• Kenneth Dekker and Michelle Booth for BDO Limited 

PAGE 2/21 1 RCVD AT 26/0312012 4:46:58 PM ~astern Da~ight Timej• SYR:KMFAX112 z DNIS:2889 • CSIO: • DURATION lmm-ss):04·36 

254 



Mar. 26. 2012 4:47PM · No. 4276 P. 3/21· 

2 

• John Pirie and David Gadsden for Poyry (Beijing) Consulting Company Limited 

HEARING DATES: March22, 2012 . 

PERELL,J. 

REASONS FOR DECISION 

A. INTRODUCTION 

[ 1] A motion for an order requiring a defendant to deliver a statement of defence or 
for an order setting a timetable for a motion should not be a momentous matter. But 
scheduling is a very big deal in this very big case under the Class Proceedings Act, 
1992, s.o. 1992, c. 6. 

[2] The Defendants strenuously resist delivering a statement of defence before the 
certification motion, and they submit that it would both contrary to law and a denial of 
due process to require them to plead in the nonnal cow·se of an action. 

[3] The Defendants submit that having to plead their statement of defence is 
contrary to law because the Plaintiffs' statement of claim can be commenced only with 
leave pursuant to s. 138.8 of the Securities Act, R.S.O. 1990, c. S.S and in Sharma v. 
Tlmminco, 2012 ONCA 107, the Court of Appeal ruled that the statement of claim does 
not exist until leave is granted. The Defendants submit that having to plead their 
statement of defence is a denial of due process because the Plaintiffs' statement of claim 
includes causes of action that might not Sut'Vive a challenge under Rule 21 of the Rules 
of CJvil Procedure. One of the Defendants, BDO Limited, also argues that claims 
against it are statute-barred, and, therefore, it should not be required to deliver a 
statement of defence but should be permitted to bring a Rule 21 motion before the 
certification hearing. 

( 4) The position of the Defendants is set out in paragraph 2 of the Defendant Sino-
Forest CQl'POl'ation•s facnun as follows: 

2. The Re.spOnding Partie$ oppose the relief relating to the delivery of a statement of 
defence because, as a result of tho Ontario Court of Appeal's decision in Sharma v. 
Tltnm/nco, the secondary market action has yet tO be commenced and will not have been 
commenced unless and until leave has been granted by this Honourable Court 
Accordingly; the Defendants cannot be required to deli'Ver a statement of defence to a 
proceeding that has yet to be commenced. Moreover-, the secondary market claims are 
.inlertwined with the balance of the 11Degations in the statement of claim, such that it would 
not be real.btic to provide a partial or bifurcated defence. Jn addition, the Responding 
Parties expect to be bringing a motion to strike the Statement of claim, at least in respect of 
the portion of the claim that pwports to be brought on behalf of NorthoJders, wi!O are 
prohibited from commencing such a claim by vi !tile of the no suits by holder clause. 

[5] In response, the Plaintiffs submit that just as defendants are entitled to know the 
case they must meet, plaintiffs are entitled to know the defence they confront. The 
Plaintiffs submit that the law and the dictates of due process do not pteclude ordering 
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the delivery of a statement of defence in accordance with the Rules of Civil Procedure,· 
and the Plaintiffs' rely on the court's power under s. 12 of the Class Proceedings Acr. 
1992 and on what I said in PeTUiyfoather v. Timminco, 2011 ONSC 4257 about the 
desitability of the pleadings being closed before the certification motion. 

[6] In the immediate case, the Defendants also strenuously resist the Plaintiffs' 
request that the leave motion under s. 138.8 the Securities Act and the certification 
motion under the Class Proceedings Act, 1992 be heard together. Instead of a combined 
leave and ce1tif1cation motion, the Defendants submit that a : series of motions be 
scheduled. beginning with the leave motion. ton owed by~ :Rule~ :h motions. roil owe<! "6.Y 
the certification motion. Some Defendants would begin with the Rule 21 motions before 
the leave motion, but all wish a sequence of separate motions. 

[7] The Defendants submit that a combined leave and certification motion would be 
both inappropriate and also unfair, and pru:ticulady so. if they are .also required to plead 
their defences. The Defendants submit that fairness dictates that leave be determined in 
advance of certification, wtd that ·their right to attack all or part of whatever pleading 
·emerges from the leave motion be preserved. They submit that it would be inefficient to 
deliver a statement of defence when the statement of claim is likely to be amended in a 
substantial manner depending on the outcome of the Plaintiffs' leave motion and the 
Rule 21 motions. 

[8] The Plaintiffs regard the Defendwtts' proposal of a sequence of motions as 
something akin to having their action being sentenced to a life of imprisonment on 
Devil's Island. 

[9] For the reasons that follow, I adjourn the motion as it concerns BDO Limited, 
and I otdet that there shall be a combined leave and certification motion on November 
21-30,2012 (10 days). 

[10] I order that the "Proposed Fresh as Amended Statement of Claim" be the 
statement of claim for the purposes of the leave and certification motion and that this 
pleading shall not be amended without leave of the court. Further, I order that with the 
exception of the Plaintiffs• funding motion, there shall be no other motions before the 
leave and certification motion without leave of the court first being obtained. 

[11] I do not agree that it would be contrary to law or a denial of due process to order 
the pre-certification delivery of a statement of defence; nevertheless, I shall not order all 
the Defendants to deliver their statements of defence before the combined leave and 
ce1tification. 

[12] Rather, I shall order that a statement of defence be delivered by any Defendant 
that delivers an affidavit pursuant to s. 138,8 (2) of the Securities Act, I order that any 
other Defendant may, if so advised, deliver a statement of defence. Further, I order that 
if a Defendant delivers a statement of defence, then the delivery of the statement of 
defence is not a fresh step and the Defendant is not precluded from bringing a Rule 21 
motion at the leave and certification motion or from contesting that the Plaintiffs have 
shown a cause of action under s. 5 (I)(a) ofthe Class Proceedings Act, 1992. 
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(13] In my reasons, I will explain why it may be advantageous to a defendant to 
deliver a statement of defence although it may not be obliged to do so. 

[14] Finally, in my reasons, I will establish a timetable for the funding motion and for 
the leave and certification motion, which timetable may be adjusted, if necessary, by 
directions made at a case conference. · 

B. FACTUALANDPROCEDURALBACKGROUND 

[15] Sino-Forest is a Canadian public company whose shaxes formerly traded on the 
. Toronto Stock Exchange. At the moment, trading is suspended because on June 2, 2011, 
Muddy Waters Research released a research report alleging fraud by Sino-Forest. The 
release of the report had a catastrophic effect on Sino-Forest's share price. 

[16] On June 20,2011, The Trustees ofthe Labourers' Pension Fund of Central and 
Eastern Canada ("Labourers'') retained Koskie Minsky LLP to sue Sino-Forest. Koskie 
Minsky issued a notice of action in a proposed class action with Labourers as the 
proposed representative plaintiff. 

(17] The June action, however, was not pursued, and in July 2011, Labourers and 
anothel' pension fund, the Trustees of the International Union of Operating Engineers 
Local 793 Pension Plan for OpeJ.·ating Engineets in Ontario ("Engineers") retained 
Koskie Minsky and Siskinds LLP to conunence a new action, which followed on July 
20. 2011, by notice of action. The statement of claim in Labourers v. Sino-Forest. 
which is the action now before the court, was served in August, 2011. 

[18] On November 4, 2011, Labourers served the Defendants in Labourers v. Sino
Forest with the notice Qf motion for an order granting leave to assert the causes of 
action under Patt XXIII.l of the Ontario Securiries Act. 

[19] At this time, there were rival class actions. Douglas Smith had retained Rochon 
Genova, LLP. Rochon Genova issued a notice of action on June 8, 2011. The statement 
of claim in Smirh v. Sino-Forest followed on July 8, 2011. Northwest & Ethical 
Investments L.P. and Comite Syndical National de Retraite.Ba.tirente Inc. retained Kim 
Orr Barristers P.C., and on September 26, 2011, Kim Orr commenced Northwest v. 
Sino-Forest. 

(20] On December 20 and 21, 2011, there was a carriage motion, and on January 6, 
2012, I released my judgment awarding carriage to Class Counsel in Labourers v. Sino
Forest. I granted leave to the Plaintiffs to deliver a Fresh as Amended Statement of 
Claim, which may include the joinder of the plaintiffs and the causes of action set out in 
Grant v. Sino-Forest, Smith v. Sino-Forest, and Northwest v. Sino-Forest. as the 
Plaintiffs may be advised. 

[21] On Januaty 26, 2012. the plaintiffs delivered an Amended Statement of Claim. 

[22) On March 2, 2012, the PJaintiffs initiated a motion seeking leave to assert causes 
of action pursuant toss. 138.3 and 138.8 under PartXXIII.l ofthe Securities Act 

[23] Plaintiffs' motion materials included a draft Fresh as Amended Statement of 
Claim for the eventuality that leave is granted ("Proposed Fresh as Amended Statement 
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of Claim"), The Proposed Fresh as Amended Statement of Claim substantially amends 
and extends the allegations contained in the pleading delivered in January 2012. 

[24] In their various pleadings, the. Plaintiffs allege that Sino-Forest and the other 
Defendants made misrepresentations in the primary and secondary markets. The 
Plaintiffs claims include: $0.8 billion for primary market claims; $1 .8 billion (U.S.) for 
noteholders; and $6.5 billion for secondary market claims. There ar~ also claims against 
some of the Defendants for a corporate oppression remedy, negligence, negligent 
misrepresentation, conspirl!cy, ~d \lPjust c;mi~®er:t!. The following chart describes the 
claims agaiDst each Defendant: 

IQ Y' ~Y' ~I" Ii·l .-.:Jz 0 z c: s (;l 
S! 7" ~~ ~ ?" a lirl :1:10 2. 

I" !. ~ i ~. , :> I" ;I'Q'RJ ~~~ oii ~ t;j .;~ :-r;; ~ii::t , 0 iii 
Q -=!!"' i~ 3 li ::J 

J. 
.!;! 3 . <!!: :::!. .:;:... 

~~ 
3 ... 3 .. ..... .. ;'0 g. ... ., .. 

i i· 0 ~ 3 

l !i' .. i}: ::J "' .. 
o;; 3 c A 
1. ~ 3 o;; __ .. 

Sino Forest X X X X X X X X X 
Chan X )( X )( X )( )( )( 

Hots ley X X X )( X X )( )( 

Poon X l( X X X X X X 
Wans X X X X X X 
Martin X )( X X X X X 
Mak X l( )( X l( )( 

Murray X X X X X X X 
Hyde X X X X X X 
Ardell X X X 
Bowland X X )( 

west X X )( 

Er11st & Yo1111g X l( X X X 

600Ltd. X X X X X 
s6yty (B&Ijlngl X )( X 
Cfedlt Sulne X )( X X 
TO Securilie$ X X X X 

Dundee Securllles X X X X 
R8C Oomlnlon X X X X 
scotia cap11al X )( X X 
CIBCWorld X X X X 

Merrill Lvnch X X X X 
C3nac:cord X X X X 
Malson X X X l( 

Ctedlt Suisse [USA) X X 
s,llt of Amerltit X X 

[25] On March 6, 2012, there was a case conference, and I scheduled 10 days of 
hearings from November 21 to November 30.2012. Apart from deciding that the leave 
motion must be heard, ·I did not decide what would be the subject matter of those 
hearing dates. 

[26] None of the Defendants has served a statement of defence. None has advised 
which, if any, statutory or conunon law defences they will advance in response to the 
Plaintiffs' claims. In this regard, it may be noted that the Plaintiffs advance claims under 
s. 130 of the Securities Act with respect to misrepresentations in the primary market. 
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These claims raises at least eight possible statutory defences, which are set out in 
subsections 130(3), ( 4) and (5) of the Securities ACt. If leave is granted, the Plaintiffs 
also advance claims under Part XXIII.l of the Securiries Acr. As noted in Sino-Forest's 
factum for this motion, there are at least 11 defences to secondary market claims. 

C. DISCUSSION 

l , Introduction 

[27] In this introductory section, I will address the one relatively easy issue; i.e., the 
problem of the .. moving target" statement of claim. 

[28] In the sections that follow, I will add~ess the more difficult issues of: (a) whethet 
the Defendants can and should be ordered to deliver statements of defence; (b) whether 
the leave motion should be combined with the certification motion or instead there 
should be a sequence of motions; (c) what other motions, if any, should be permitted 
before the certification motion; and (d) what should the timetable be for the motions. 

[29] Beginning with the relatively easy pl'oblem, at the argument of this motion, the 
Defendants vociferously complained th~t the Plaintiffs keep changing their statement of 
claim. The Defendants pointed to substantial differences among the statement of claim 
delivered before the carriage motion, the statement of claim delivered after the carriage 
motion, and the Proposed Fresh as Amended Statement of Claim offered up for the 
purposes of the leave motion. · 

[30] This complaint about a "moving target" statement of claim was advanced as part 
of the Defendants' arguments that they cannot legally be ordered to deliver a statement 
of defence. I, however. do not see how this complaint supports that particular argument. 

[31] I rather regard the "moving target" complaint as a proper objection that if the 
Defendants are to be 01dered to deliver a statement of defence, the content of the 
statement of claim needs first to be finalized. 

[32] I agree that for the pwposes of a leave or a certification motion, the content of 
the statement of claim needs to be fmalized, and thus the approach should be to order a 
pleading to be finalized and to order that this pleading not be amended without leave of 
the court. I so order. 

[33] The problem then becomes one of selecting which pleading to finalize for the 
purposes of the leave and certification motion. It makes common sense to select the 
pleading for which leave is being sought under the Securities Act; i:e. the Proposed 
F:resh as Amended Statement of Claim, and that indeed is my selection. 

2, The Delivery of the Statement ofDefence in Class Actions 

[34] I tum now to the difficult issues of whether the Defendants can be ordered to 
deliver statements of defence, and if they can be ordered to plead, whether they should 
be ordered to plead. 
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[35] As will be seen shortly. the Defendants submit that they cannot be ordered to 
plead to a secondary market claim that does not exist unless and until leave is granted 
under s. 138.8 of the Securities Act. For present purposes. I will accept the correctness 
of this submission, but it does not follow that the Defendants cannot plead to that 
portion of the Proposed Fresh as Anlended Statement of Claim that is not exclusively 
referahle to the secondary mru:ket claims. Assuming that the Defendants are correct that 
there is a portion of the Proposed Fresh as· Amended Statement of Claim to which they 
cannot be obliged to plead does not negate that there are portions of the Proposed Fresh 
asAmendedStatementofClain:Hhat can and Should'be an8wered by a·statement of 
defence. 

[36) The Defendants' submission ~:ather means that rule 25.07 of the Rules of Civil 
Procedure. which provides the rules of pleading applicable to defences, needs to be 
amended for the purpose of the leave and certification motion so that defendants do not 
have to plead to a pregnant action under Part XXIII. I of the Securities Act that may 
never be born. 

[37] Rule 25.07 states: 

Admissions 

25.07 (1} In a defence, a party shall admit every allegation of fact in d1e opposite party's 
pleading that the party does not dispute. 

bcnials 

(2) Subject to subrule (6), all allegations of fact that are not denied in a pllrty's defence 
shall be deemed to be admitted unless the p11rty pleads having no knowledge in respect of 
the fact. 

Different Version of Facts 

(3) Where a party intends to prove a version of the facts different trom that pleaded by the 
opposite p8I1y, a denial of the version so pleaded is not sufficient, but the party shall plead 
the party's own version of the facts in the defence. 

Aflicmative Defences 

(4) In a defence, a party shall plead any matter on which the party intends to rely to defeat 
the claim of the opposite party and which, if not specifically pleaded, might take the 
opposite party by sUipiise or raise an iss~ that has not been raised in the opposite party's 
pleading. 

Effect ofDenial of Agreement 

(5) Where an agreement is alleged in a pleading, a denial of the agreement by the opposite 
party shall be conslnled only as a denial of the making of the agreement or of the facts from 
which the agreement may be implied by law, and not as a denial of the legality or 
sufficiency in law of the agreement. 

Damages 

(6) In Bll action for damages, the amount of damages shall be deemed to be in issue unless 
specifically admitted. 
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[38] To repeat, for the purposes of the leave motion where a party cannot be obliged 
to plead and for the combined certification motion, rule 25.07 needs to be revised to 
accommodates. 138.8 of the Secur;ries Acr. 

[39] Pursuant to the authority provided by s. 12 of the Class Proceedings Act, 1992, 
which authorizes the cowt to make any order it considers appropriate respecting the 
conduct of a class proceeding to ensure its fair and expeditious determination, I have tho 
jurisdiction to revise the procedure for a class proceeding to accommodates. 138.8 of 
the Securities Act, and I do so by notionally adding a new subrule 25.07 (7) as follows: 

(7) In an action under the Class Proceeditlg$ Act, 1992 for which leave is also being sought 
to commence an action undec section 138.3 of the Su;urifie.s Act (liabilify for secondary
market disclosure), in a defence, a party who docs not file an affidavit pursuant co rule 
138.8 (2) and who delivers a statement of defence shall decline. to either admit or deny the 
allegations of fact referable solely to his or her liability for secondary market disclosure and 
not referable to any other pleaded cause of action. 

(40] Practically speaking, notional subrule 25.07 (7) divides the Defendants into three 
classes. 

[41] First, there are those Defendants who deliver as. 138.8 (2) affidavit under the 
SecurUies Act. These Defendants must deliver a statement of defence for the reasons 
expressed below. 

[42] Second. there are those Defendants against whom there are no allegations of fact 
refemble to liability for secondary tna.rket disclosure. who thus have no right or need to 
deliver a s. 138.8 (2) affidavit under the Securities Act and who choose to deliver a 
statement of defence. These plaintiffs may, if so advised, simply plead in the normal 
course. 

[43] Third, there are those Defendants against whom there are allegations of fact 
referable to liability for secondary market disclosure and who do not deliver as. 138.8 
(2) affidavit but who deliver a statement of defence. 

(44] Under notional rule 25.07 (7), these Defendants shall decline to either admit or 
deny the allegations of fact referable solely to his or her liability for secondary market 
liability and not referable to any other pleaded cause of action. These defendants must 
state that they neither admit nor deny the allegations contained in those paragraphs 
(identify paragraph numbers) of the statement of claim referable solely to liability for 
secondary market liability and not referable to any other pleaded cause of action. As 
will become clearer after the discussion below, by being required to neither admit nor 
deny allegations referable solely to secondary market liability, these Defendants cannot 
circumvent the requirements of s.l38.8 (2) of the Securities Act that they must file an 
affidavit in order to set forth the material facts upon which they intend to rely for the 
leave motion. 

[45] This brings the discussion and the analysis to whether there might be other 
reasons not to order the Defendants to deliver a statement of defence. The convention in 
class actions, which existed from 1996 to 2011, was that a defendant not be required to 
deliver a statement of defence pre-certification because of the likelihood that the 
statement of claim would be refonnulated as a result of the certification decision and 
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based on the view that the statement of defence bad little utility before certification. See· 
Mangan v. !nco Ltd. (1996), 30 O.R. (3d) 90 at pp. 94-95 (Oen. Div.); Glover v. 
Toronto (City) [2008] O.J. No. 604 at para. 8 (S.C.J.). 

[ 46] In Pennyfeathet, I suggested that the convention should be revisited and that it 
was desirable that the pleadings be closed before the certification motion. See also Kang 
v. Sun Life Assurance Company of Canada, 2011 ONSC 6335. 

[ 47] In Pennyfoather at paras. 37-38, 84-92, I stated: 

37. Cla5s actiOllS are~ subject to the RUles ojClvil Proce(JW.e,. and thcte~is.nothing hi die 
C/Qts Proceedings Act, 1992 that precludes defendants from pleading before the 
certification motion. It is informative that the convention of not closing the pleadings is not 
a statutory rule, and if the Plaintiff insists on the delivery of a pleading, a defendant may 
need to seek the permission of the court to delay the delivery of the pleading. 

38. Moreover, the provisions of the C/as9 Proceedings Act, 1992 indicate that it was the 
Legislature's intention tbat the general rule is that the statement of defence should be 
delivered before the certification JIWtion. Section 2 (3) of the Act indicates that the timing 

,, of the certification motion is measured by tbe delivery of the statement of defence ..... 

84 .... it would be advantageous for the immediate case and for other cases, if the current 
convention ended and defendants were required in the notmal course to deliver a statement 
of defence before 1he certification motion. As I wiU illustrate, 1here would be several 
advantages to this approach, and as I mentioned above, the ugislature intended that the 
general rule should be that the pleadings should be completed before the certification 
motion. 

85. Before I provide some examples of the advantages of closing the pleadings before 
certification, it is helpful to recall that under ·s. S (1) of the Class Proceedings Act, 1992, a 
plaintiff must satisfy five interdependent criteria for his or her aetion or application to be 
certified as a class proceeding. The Plaintiff must: {I) show a cause of action; (2) identify a 
class; (3) define common issues; (4) show that a class proceeding would be the preferable 
procedure; and (5) quality as a representative plaintiff with a litigation plan and adequate 
Class Counsel 

86. A major advantage of closing the pleadings is that controversies about the fifst of the 
five criteria for certification might be resolved or at least narrowed or confuted before the 
certification motion. 

87. The delivery of a statement of defence could be a fresh step that could foreclose any 
subsequent attack by the defendant for any pleadings irregularities and, more to the point, 
typically defendants do not deliver a statement of defence if there is 11 substantive challenge 
to the statement of claim. Rather, they bundle all their challenges to the statement of Glaim 
and bring a motion to have the statement of claim or ponions of it struck out on bolh 
technical and substantive grounds. . .. · 

88. In other words, the requirement of delivering a statement of defence will call out the 
defendant to make its challenges to the statement of claim and, thus, the s. 5 (l)(a) criterion 
might be removed as an issue as would any challenge to the pleading for wanting in 
particulars or for breaching the technical rules for pleading. The s. S (l)(a) criterion for 
cenification might be decided before the certification motion. 

89. If the defendant brings a comprehensive pleadings challenge before the certification 
motion, then, the s. S (l)(a) criterion would be resolved before the certification hearing one 
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way or the other. It would be pllnicularly useful to resolve as. 5 (l)(a) challenge before the 
certification motion when the challenge is based on the court not having subject-matter 
jurisdiction over the plaintiff's claim. If that challenge is upheld, then the closs action 
would be dismissed or stayed and the enonnous costs of a comprehensive certification 
motion is avoided. 

90. Further, hearing an interlocutory motion about the sufficiency of the pleading might be 
preferable to having the c:hallenge heard at the c:ertification motion as an aspect of the s. 5 
(l)(a) analysis because a common outcome of this analysis is to grant the plaintiff leave to 
amend his or her statement of claim, which outcome, at a minimUm, exacerbates the 
complexities of determining the certification motion because of the interdependency of the 
certification criteria. 

91. In many cases, the technical or substan(ive adequacy of a plaintiff's statement of claim 
is not an issue and, thtrefOle, requiring the completion of the pleadings will invol<.re no 
interlocutory steps and the tmalysi.s of the other four c«tification criteria would be 
facilitated by a compleced set of ploadings. 

92. For iustance, hllving the Statement of defence before the certification motion would 
provide useful infonnation for analyzing the preferable procedure criterion and the 
plaintiff's litigation plan. Moreover, it may emerge that there are issues worthy of 
certification in the defendant's statement of defence. 

(48] For present purposes, I do not retreat from what I said in Pemryftather, and I 
shall emphasize several points and add a few more. In this regard, l emphasize that it 
was the clear intention of the Legislature that the pleadings be closed before 
certification. I add that this makes sense because the certification criteria of class 
definition, conunon issues, preferable procedure. and litigation plan are best adjudicated 
in the context of the paramete1'S of the action and it may emerge that the defendant has 
pleaded issues that may usefully be added to the list of common issues. 

(49] Further, l add that the Legislature also indicated by s. 35 of the Class 
Proceedings Act, J992,that the ·Rules of Civil Procedu,.e apply to class proceedings, 
reserving the courtS' authority to make adjustments to that procedure under s. 12 of the 
Act. Generally speaking, it is desirable to normalize class actions with .the p1·ocedure 
under the Rules of Civil Procedure. The Rules are the norm for a fair procedure, and the 
nonn of civil procedure is that both sides must disclose the case that their opponent 
must meet. Defendants are not like an accused in a criminal proceeding with a right to 
remain silent. It is not regarded as unfair or abnormal to compel a defendant to plead a 
statement of defence in response to a statement of claim. 

[50] Further still, I add that having a complete set of pleadings recognizes the 
maturity of the class action jurisprudence. There already have been many Rule 21 and 
s.5 (l)(a) challenges, and the viability of many causes of action or types of claim as 
being suitable for class actions has been infonned by twenty years of cases. Recognition 
of the maturity of the case law in and of itself caJls for a rethinking of the convention of 
not delivering a statement of defence, because assisted by precedents of what has been 
certified in the past, plaintiffs are better able to exit the certification hearing with their 
pleadings intact. 
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[51] In other words, in contemporary times the Defendants' concern that they will 
have wasted time and effort pleading to a statement of claim that may be different after 
certification will not be borne out. In any event, the complaint of a wasted eff01t is 
overblown. Unless pleadings are to be regarded as a work of fictional literature, claims · 
and defences are based on the material facts that existed, and competent counsel will 
take instructions about all the possible claims and defences that emerge from those set 
of facts before the certification motion. 

[52L I find it hard Jo b~lieye tP~t the accomplishec)lawyers in !fie~ case at bar are 
waiting for the outcome of the leave motion and the certification motion before 
investigating the material facts and researching the applicable law and advising the 
DefeD;dants abou~ what defences are available to them. The truth of the matter is that the 
Defendants and their lawyers are not concerned about wasted time and effort but rather 
they do not wish to plead because they believe it is tactically better to avoid the 
disclosure of their case that the Rules of Civil Procedure would nonnally mandate. 

(53] I see no unfairness of denying defendants a tactic~ maneuver that may be 
inconsistent with general principle of rule 1.04 that the rules "shall be liberally 
construed to secure, the just, most expeditious and least expensive determination of 
every civil proceeding on its merits.'• 

[54] I also see no unfairness in denying defendants the tactical maneuver of not 
delivering a statement of defence before certification when the exchange of pleadings 
may be tactically and substantively beneficial to defendants. The defendants arguments 
that class membership is over-inclusive or under-inclusive, that the proposed common 
issues want for commonality, that the action is not manageable as a class action, that a 
class proceeding is not the preferable procedure, and that the litigation plan is deficient 
are best made when the defendants shows the colour of his or her eyes by pleading a 
defence and these arguments will be stronger than the uisl- is not!- is tool" sandbox 
arguments of many a certification motion. For whatever it is wonh, my own observation 
from recent certification motions where defendants have pleaded before certification is 
that both sides and the administration of justice are better for it. 

[55] Finally, from a public relations point of view - and class actions are by their 
nature of considerable interest to the public - I would have thought that many 
defendants would like to seize the opportunity by pleading the materia) facts of their 
. defence to take the sting out of the plaintiff's argument that the defendants need 
behaviour management and to level the playing field about the certification criteria. 

[56] Thus, generaJly speaking, I persist in my view that the pleadings issues should 
be completed before the certification motion. The Defendants' argue, however, that 
whatever may be the situation for class actions generally, the Court of Appeal's decision 
in Sharma v, Timminco, supra, has overtaken Pennyfoather, and Sharma means that in a 
proposed secondary market class action, a statement of defence cannot be demanded or 
delivered before leave is granted under s. 138.3 of the Securiries .Act. A defendant 
cannot be asked to plead to a pregnant statement of claim. 

[57] The Defendants take the Sharma decision to be authority that a class proceeding 
is not an action commenced under s. 138.3 until leave is granted and leave is required to 
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add the s. 138.3 cause of action to the class pl'oceeding, The Defendants submit that 
without leave, a s. 138.3 action cannot be enforced. As Sino-Forest put it in its factum: 
"Until leave has been granted, the plaintiff has nothing: no limitation periods are tolled, 
and no steps in the proceeding- including the filing of a defence- can be taken." 

[58] This hyperbolic submission by Sino-Forest and by the rest of the Defendants is 
not true. Whatever the effect of Sharma, it did not take away s. 138.8 of the Securities 
Act, under which subsection (2) requires for the leave motion that the plaintiff and each 
defendant swear under oath the "material facts upon which each intends to rely." 

[59] Section 138.8 of the SecurJlies Act, which provides the test for leave and which 
governs the procedure for the leave motion. states; 

Leave to proceed 

138.8 (1) No action may be commeneed under section 138.3 without leave of tile court 
granted upon motion with notice to each defendant The court shall grant leave only where 
it is satisfied that, 

Same 

(a) the action is being brought in good faith; and 

(b) there is a reasonable possibility that the action wj)) be resolved at lrial in favour 
ofthe plaintiff. 

(2} Up_on an application \lllder this .section, the plaintiff and each defendant shall serve and 
file one or more affidavits setting forth the material &cts upoo which each intends to rely_ 

Same 

(3) The maker of such an affidavit may be examined on it in accordance with the rules of 
court ..... 

[60] Subsection 138.8 (2) may be usefully compared and contrasted with rule 25.06 
(1) of the Rules of Civil Procedure, which is the predominant rule about pleading in an 
action. Rule 25.06 (1) states: 

25.06 (1) Every pleading shall contain a concise statement of the material facts on which 
rhe party relies for the claim or defence, but not the evidence by which those facts are to be 
proved. 

Both the subsection arid the role require the party to disclose to their opponent the 
"material facts" on which the party "relies.'' The pleadings rule, however, does not 
require that the disclosme of material facts be under oath. Assuming that a defendant 
does file an affidavit under s. 138.8 (2), then the affidavit is. in effect, an under oath 
version of 25.06 (I)'s requirement that a defendant disclose the material facts upon 
which he or she relies. 

(61] I concede that filing an affidavit under s. 138 (8) is not mandatory and that it 
cannot be assumed that a defendant will deliver an affidavit for a leave motion under the 
Securities Act. and that he or she cannot be compelled to do so. In Ainslie v. CV 
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Technolog;es Inc. 93 O.R. (3d) 200 at paras. 14-20, 24-25 (S.C.J.), Justice Lax 
interpreted s. 138.8 (2), and she stated: 

14. Section 138.8(1) sets out a two-part lest for obtaining leave to bring an action under 
Part XXIII.l of the OSA and places the onus on the plaintiffs to demonstrate that (1) their 
proposed action is brought in good faith and (2) has a reasonable prospect for success at 
lrial. As s. 1.38.8(1) requires an examination of the merits, the plaintiffs submit that the 
section is supplemented with s. 138.8(2) and (3). They rely on the mandatory language ins. 
138.8(2) ("and each defendant shall") and submit that without the benefit of this 
requirement and the ability to cross-examine, a plaintiff would be deprived of the tools 
necessary tO meetthe standatd tlie legislatifre~created ili s: 138.8(1). ~~ ··· 

· 15. This submission ignores the legislative purpose of s. 138.8. The section was not enacted 
to benefit plaintiffs or to level the playing field for them in prosecuting an action under Part 
XXlll.l Qfthe Act. Rather, it was enacted tQ prOtect defendants from coercive litigation and 
to reduce their exposure to costly proceedings. No onus is placed upon proposed defendants 
by s. 138 8 Nor are they required to assist plaintiffs in securing evidence upon which to 
base an action under Part XXIli.l. The essence of the leave motion is that putative plaintiffs 
are required to demonstrate the propriety of their proposed secondary market liability claim 
before a defendant is required to respond. Section 138.8(2) must be interpreted to reflect 
this underlying policy rationale and the legislature's intention in imposing a "gatekeeper 
mt:chanism". 

16. The plaintiffs appear to be interpreting s. 138.8(2)-as if it read: "Upon an application 
under this section, the plaintiff and each defendant shaU serve and file one or more 
affidavits." But, the subsection continues: "setting forth the material facts upon which each 
intends to rely". If there are no material facts UpQn which a defendant intends to rely in 
responding to a leave motion, how can it be that a defendant is required to file an affidavit? 
Similarly, if a defendant files one or rnore affidavits, how can a plaintiff require that 
defendant to file other affida'lits? By discounting this language, the plaintiffs are proposing 
an interpretation which relieves them of their obligation to dCDlOJlStnlte fha.t their proposed 
action meets the pre-conditions for granting leave under the Act 

17. The plaintiffs' interpretation also fails to address the language used in subsections (3) 
and (4). Section 138.8(3) reads: "The maker of such an affidavit may be examined on it in 
accordance with the rules of court." Section 138.8(4) reads: "A copy of the application for 
leave to proceed and any affidavits filed with the court shall be sent to the Commission 
when tileda (emphasis added). Had it been the intention of the legislature 1to require the 
parties to file affidavits, irrespective of the onus placed upon the moving party, the 
legislature would have substituted the word "the" for "any" in s. 138.8(4) and the words 
"the plaintiff and each defendant" for umaker" in s. 138.8(3). I aJsQ note that the legislature 
attached no consequences to the fuilure of"each defendant" to file an affidavit. 

l8.ln terms of onus, a useful analogy can be found in the summary judgment nde, Rule 20, 
of the Rules of Civil Procedure. Rule 20.04 provides: 

20.04(1) In response to affidavit material or other evidence supporting a motion for 
summqry judgment, a responding party may not rest o.n the mere allegations or 
denials of the party's pleadings but must set out, in affidavit material or other 
evidence, specific facts showing that there is a genuine issue for trial. 

19. SUn.ilar to s. 138.8(2), rule 20.04 utilhes language suggesting that a responding party 
"must" or "shall" filo affidavit material Notwithstanding the use of such language, under 
Rule 20, a responding party retains the option to counter the motion by simply cross
examining the moving party, rather than by leading any direct evidence o.n the motion. In 
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this regard, rule 20.04 has been interpreted as requiring the respondent to a summary 
judgment motion to "lead trump or risk losing". Notably, however, the o.nus to establish that 
there is no genuine issue for trial remains with the moving party. The onus does not .shift to 
the respondent to show that a genuine issue for trial does in fact cx..ist.8 

20. Similarly, in a motion under s. 138.8 of the Act, the onus to demonstrate that the 
proposed claim meets the required rhreshold remains with the plaintiffs. The onus does not 
shift to the defendants. A defendant that does not "lead tromp" by tiling .affidavit evidence 
in response to a motion under s. 138.8 may well take the risk that leave will be granted to 
the plaintiffs. It does not follow, however, that a defendant iS obligated to file evidence or 
produce an affidavit from each named defendant. It is a well-established principle that, as a 
general proposition, it is counsel who decides on the witnesses whose evidence will be put 
forward ..... 

24. In my view, the •gatekeep« provision" was intended to set a bar. That bar would be 
co.nslderably lowered if the pLaintiffs' view i$ correct. As I have already indicated, a 
defendant who does not tile affidavit material accepts the risk that it may be impairing its 
ability to successfully defeat the motion for leave and is probably foregoing the right to 
assert the statutory defences under Part XXlJI.l of the Act However, parties are entitled to 
present their case as they see tit and this includes the right to oppose the leave motion o.ri 
the basis of the record put forward by the plalndf'fs as GT intends, or on the basis of the 
afl1davits of experts as CV intends. [page209] 

2:5. To accept the plaintiffs' submissions would require each defendant to produce evidence 
that may not be necessary for the leave motion and would .serve no purpose other than to 
expose those defendants to a time-consuming and costly discovery process. It would 
sanction "fishing eXpeditions" prior to the plaintiffs obtaining leave to proceed with their 
proposed action. This is an \liiJ'eSSOnable interpretation ofs. 138.8(2). It is inconsistent with 
the scheme and object of the Act. Properly ince~preted, the ordinary meaning ofs. 138.8(2) 
is that a prOposed defendant must file an affidavit only where it intends to lead evidence of 
material facts in respo.nse to the motion for leave. 

[62] In Ainslie, leave to appeal was granted [2009] O.J. No. 730 (Div. Ct.), but it 
appears that the appeal was never argued. In Sharma v. Timminco Ltd, 2010 ONSC 790 
at para. 32, I agreed with Justice Lax,s interpretation ofs. 138.8 (2). 

(63] In the case at bar, I do not know whether any of the Defendants will deliver 
affidavits under s. 138.8 (2), but I do know that if a. Defendant does deliver an affidavit, 
then its protest that it would be unfair to require a statement of defence loses its potency 
as does the urgency of the Plaintiffs' request that the Defendants be ordered to deliver 
their statements of defence. Delivering an affidavit under s. 138.8 is essentially the same 
as delivering a statement of claim or defence. As Justice Lax notes, a defendant who 
does not file affidavit material accepts the risk that it may be impairing its ability to 
successfully defeat the motion for leave. Justice Lax also notes that the defendant is 
probably foregoing the right to assert the statutory defences under Part XXIII.l of the 
Act, but I would not necessadly go that far. 

[64] Where this analysis takes me is that it while it would be inappropriate to order 
all the Defendants to deliver a statement of defence to a secondary market claim under 
the Securities Acl, it would be propet.· to order that any Defendant who delivers an 
affidavit pursuant tos. 138.8 (2) oftheAcr shall also deliver a statement of defence. I so 
order. 
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[65] Although I am ordering only Defendants who delivers. 138.8 (2} affidavits to 
deliver a statement of defence, I order that any other Defendant may, if so advised, 
deliver a statement of defence. I leave them to make the tactical decision whether or not 
to deliver a pleading: As I discussed above, there ate advantages for a defendant to 
plead in a class action. 

[66) For reasons that I wHl come to next, if a Defendant does deliver a statement of 
defence, the delivery is without prejudice to the Defendant's right to bring a Rule 21 
motion .or to challe:nge. whe.ther the Plaintiffs have. shown a cause of action as. required _ 
by s. 5 (IX a) of the Class Proceedings Act, 1992. 

(67) Here it should be note that the "plain and obvious" test for disclosing a cause of 
action from Hunt v. Carey Canada, [1990] 2 S.C.R. 959, which is used for a Rule 21 
motion, is used to detennine whether the proposed class proceedings discloses a cause 
of action; thus. a claim will be satisfactory under s, 5 (1 X a) unless it has a radical defect 
or it is plain and obvious that it could not succeed: Anderson v. Wilson (1999), 44 O.R. 
(3rd) 673 (C.A.) at p. 679, leave to appeal to S.C.C. refd, [1999] S.C.C.A. No. 476; 
1176560 Ontario Ltd. v. Great Atlantic & Pacific Co. of Canada Ltd. (2002), 62 O.R. 
(3d) 535 (S.C.J.) at para. 19, leave to appeal granted, 64 O.R. (3d) 42 (S.C.J.), aff'd 
(2004), 70 O.R. (3d) 182 (Div. Ct.); Healey v. Lakeridge Health Corp., [2006] O.J. No. · 
4277 (S.C.J.) at para, 25. 

(68] In this last regard, the Defendants submitted that a defendant has a right to 
challenge whether the plaintiff has pleaded a reasonable cause of action by bringing a 
Rule 21 motion and a defendant would lose this procedural right if he or she delivered a 
statement of defence. Pleading over is a fresh step that deprives a defendant of the right 
to subsequently challenge the substantive adequacy of a pleading: Bell v. Booth 
Centennial Healthcqre Linen Services, [2006] OJ. No. 4646 at paras. 5-7 (S.C.J.); 
Celinalp v. Casino, [2009] O.J. No. 5015 (S.C.J.). From this true premise, the 
Defendants submit that since some or all of them wish to bring a Rule 21 motion or 
some or all will be challenging the reasonableness of the plaintiffs' statement of claim 
as an aspect of the s. 5 (l)(a) criterion of the of test for certification, they should not be 
required to deliver a statement of defence before the certification motion. 

[69] The court's typical but not inevitable response to a Defendant's request to bring 
a Rule 21 ll\otion before certification is to direct the motion to be heard at the 
certification hearing because the test for granting a Rule 21 motion is the same test that 
is applied for the s. 5 (l)(a) criterion for certification. Typically, when this direction is 
made the defendant is not required to dt?liver a statement of defence. 

(70] As already noted, in the case at bar, several defendants have indicated that they 
wish to bring Rule 21 motions on the basis that several of the Plaintiffs' claims do not · 
disclose a reasonable cause of action or on the basis that the bonds contain a "no suits" 
clause, and BDO Limited wishes to bring a Rule 21motion based on the argwnent that it 
is plain and obvious that claims against it are statute-barred. 

(71] I agree that the right of Defendants to challenge the reasonableness of the 
Plaintiffs' statement of claim should be preserved and protected and I also believe that 
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this objective can be accomplished while still permitting defendants to deliver a 
statement of defence. 

[72] Once again, using the authority of s. 12 of the Class Proceedings Act, 1992, I 
order that if a Defendant delivexs a statement of defence, then the delivery of the 
statement of defence is not a fresh step and the Defendant is not precluded from 
bringing a Rule 21 motion at the leave and certification motion or the Defendant is not 
precluded from disputing that the Plaintiffs have shown a cause of action under s. 5 
(l)(a) ofthe Class Proceedings Act, 1992. 

3. Leave and Certification 

[73] The above discussion addresses the mattex of the Plaintiffs' request that the 
Defendants be ordered to deliver statements of defence and the discussion also lays the 
foundation for the discussion of the Plaintiffs' request that the leave motion ·under 
s.138.8 the Securities Act and the cel1ification motion under the Class Proceedings Act. 
1992 be heard together and the Defendants' counter-submission that the motions should 
be sequenced leave motion, Rule 21 motions, and certification motion. 

[74] In the case at bar. there is a general consensus that the leave motion should go 
first, and, in any event, because of the Court of Appeal's ruling in Sharma that s. 28 of 
the Class Proceedings Act, 1992 is useless in protecting claims under Part XXIII.! of 
the Securities Act from limitation periods, the leave motion must go first, and I have 
scheduled ten days of hearing commencing November 21,2012. 

[75] ·The question then is whether the certification motion should be combined with 
the leave motion. · 

(76) The Plaintiffs submit that hearing the two matters together is consistent with the 
direction from the Ontario Court of Appeal and that Supreme Court of Canada that 
litigation by installments should be avoided wherever possible because it does little 
service to the parties or to the efficient administration of justice." Garland v. 
Consumers' Gas Company Limited (2001), 57 O.R. (3d) 127 at para. 76 (C.A.), aff'd 
[2004] 1 S.C.R. 629 at para. 90. The Plaintiffs note that leave and certification wexe 
dealt with together in Silver v. lmax Corp .• [2009] O.J. No. 5585 (S.C.J.), leave to 
appeal refused [2011] OJ. No. 656 (Div. Ct.) and in Dobbie v. Arctic Glacier Income 
Fund, 2011 ONSC 25. 

[77] An admonition is different from a prohibition, and while the Court of Appeal 
and the Supreme Cowt may :fi:own on litigation in installments, they did not prohibit it. 
Whe@.er to permit motions before the certification motion is a matter of discretion. In 
exercising· its discxetion whether to permit a motion before the certification motion, 
relevant factors include : (a) whether the motion will dispose of the entire proceeding or 
will substantially narrow the issues to be determined; (b) the likelihood of delays and 
costs associated with the motion; (c) whether the outcome of the motion will promote 
settlement; (d) whether the motion could give rise to interlocutory appeals and delays 
that would affect certification; (e) the interests of economy and judicial efficiency; and 
(f) generally, whether scheduling the motion in advance of certification would promote 
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the fair and efficient determination of the proceeding: Cannon v. Funds for Canada 
Foundation, (2010) O.J. No. 314 (S.C.J.) at paras. 14-15 

[78] Thus, in my opinion, the question to be decided in the immediate case is 
whether it is fair (the most important factor) and efficient to hear the certification 
motion and the leave motion together. 

[79J Provided that any Defendants who deliver s. 138.8 (2) affidavits o:r any 
Defendants who deliver statements of defence may bring Rule 21 motions or otherwise 
challenge all of the-certification criteria as .they-may be advised, Isee.no unfairness in 
having the certification motion heard along with the leave motion. Because of the orders 
that I shall make, already discussed above, a Defendant may challenge all of the 
certification criteria regardless of whether the Defendant has pleaded or not. Pursuant to 
notional rule 25.07 (7), Defemfants who do not file as. 138.8 (2) affidavit and who 
deliver a statement of defence ''shall decline to admit or deny the allegations referable 
solely to liability for secondary market disclosure and not referable to any other pleaded 

· cause of action." I see no unfairness to the Defendants who may resist both the 
certification motion and the leave motion as they may be advised. 

(80] In contrast, the sequential approach being advocated by the Defendants is unfair 
to the Plaintiffs and to the proposed class and will impede fulfilling the purposes of the 
class proceedings legislation, which are first and foremost, access to justice, 
secondarily, judicial economy, and thlfdly, behaviour modlfication, all the while 
pro~iding due· process and fairness to all parties. Unfortunately, the suffocating expense 
of motions in class actions along with the excruciating delays and the additional costs of 
the inevitable leave to appeal motions and appeals that follow class action orders is a 
·serious barrier to achieving the purposes of the legislation for both plaintiffs and 
defendants and a substantial disincentive to class counsel employing the legislation for 
other than the huge cases that would justify the litigation risks. 

[81] As night follows day, if I agl'eed to schedule sequentially, there would be a ten
day leave motion, followed by the unsuccessful party launching the appeal process 
which will take several years to resolve. Whatever the outcome of the appeal, the action 
will return to the Superior Com1 for the certification motion of the claims not referable 
solely to liability for secondary market disclosure. 

[82] In the case at bar, if Rule 21 motions were pemritted before the certification 
hearing although work that could be done at the certification hearing will be 
accomplished, this will come at the cost of another round of appeals that will take 
several years to resolve only for the action to return again to the Superior Court for the 
detennination of whether the balance of the certification criteria have been satisfied. 
That determination will also be appealed. 

[83] ln contrast, if I combine the leave motion, the Rule 21 motions, and the 
certification motion into one hearing, a.s night follows day, the determination will be 
appealed but the superior court and the appellate courts including the Supreme Court of 
Canada will be denied the pleasure of three visits from one or two generations of Class 
and Defence Counsel 
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[84] The Defendants argue that there will be no efficiencies in a sequential ordering 
of the motions because the criteria for leave differs from the certification criteria, as 
does the burden of proof for these motions. However, courts are obliged to have the 
perspicacity to be able to deal with different criteria and different onuses of proof, but, 
more to the point. the evidentiary footprint for the leave and certification motions are 
the same, and it makes for little efficiency for the parties and little judicial economy to 
have the evidence and argument for leave and for certification heard more than once. 

(85] Putting aside the somewhat unique circumstances of BDO Limited, I conclude 
that the certification hearing should be combined with the leave motion and that with 
. the exception of the Plaintiffs' funding motion, which has already been scheduled, there 
shall be no other motions before the leave and certification motion without leave of the 
court first being obtained. 

4. BDO Limited's Request for a Rule 21 Motion 

(86] As noted at the outset of these reasons, I am adjourning the motion as it concerns 
BDO Llmited, whose circumstances may be unique. 

[87] BDO was a party to the Smith v. Sino-Forest and the Northwest v. Sino-Forest 
rival class actions and it was added to the case at bar after the carriage motion. It 
submits that all of the statutory claims against it are statute-barred as in one of the main 
conunon law misrepresentation claims. It submits that it can diminish its involvement in 
this expensive litigation by a Rule 21 motion based on the pleadings and without 
evidence. 

[88] The Plaintiffs' response was that if BDO wished to assert a limitation period 
defence it should be a pleaded defence to which the Plaintiffs would file a reply 
demonstrating that it was not plain and obvious that the claims were statute-barred or 
demonstrating that there were defences to the running of the limitation period, 
presumably based on fraudulent concealment or estoppel or waiver. The Plaintiffs also 
asserted that theJ."e were other common claims against BDO that were not statute-barred 
and thus there was no utility in pellnitting a Rule 21 motion that would see BDO only 
partially out of the action. ' 

[89] BOO's response was that there were no defences that could withstand the 
ultimate limitation periods of the Securities Act and fairness dictated that it should be 
permitted to substantially reduce being embroiled in this litigation. 

[90] My own assessment was that the Plaintiffs were correct in submitting that in the 
circumstances of this case, BOO should plead its limitation defence and the Plaintiffs 
should have an opportunity to deliver a reply. 

[91] Once BDO has pleaded, I will be in a better position in determining whether to 
permit a Rule 21 motion or perhaps a Rule 20 partial suuunary judgment motion. 

(92] Accordingly, I am adjourning the motion as it concems BDO Limited to be 
brought on again, if at all, after BDO has pleaded its statement of defence and the 
Plaintiffs their Reply. 
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5. The Timetable 

[93] In light of the discussion above, it is ordered that subject to adjustments, if 
necessary, made at a case conference, the timetable for the Plaintiff's Funding Approval 
Motion and for the Leave and Certification Motion is as follows: 

Funding Approval Motion 

March 9, 2012: Plaintiffs to deliver motion record (completed) 

March 30,2012: Defendllllts to deliver responding records, if any 

April 6, 20 12: Plaintiffs to deliver factum 

Aptill3, 2012: Defendants to delivery factum 

April, 17,2012: Hearing of the motion 

Leave and Certification Motion 

AprillO, 2012: Plaintiffs to deliver motion record 

June 11,2012: Defendants to deliver responding records 

July 3, 2012: Plaintiffs to delivery reply records, if any 

September 14,2012: Cross~examinati.om to be completed 

October 19, 2012: Plaintiffs-to deliver factum 

November 9, 2012: Defendants to deliver factum 

November 2i-30, 2012: Hearing of the motion 

!1. CONCLUSION 

[94] An order shall issue in accordance with these Reasons with costs in the cause. 

Perell, J. 
Released: March 26, 2012 
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FOR IMMEDIATE RELEASE 

SINO-FOREST COMMENTS ON SHARE PRICE DECLINE 

TORONTO, CANADA, June 3, 2011 - Sino-Forest Corporation (TSX: TRE) ("Sino-Forest" or the 
"Company"), a leading commercial forest plantation operator in China, today commented on the share 
price decline on June 2, 2011 as a result of the allegations made in a 'report' issued on a website by a 
short seller operating under the name Muddy Waters, LLC. The Company was not contacted by Muddy 
Waters for comment ahead of publication of its report. 

The Board of Directors and management of Sino-Forest wish to state clearly that there is no material 
change in its business or· inaccuracy contained in its corporate reports and filings that needs to be 
brought to the attention of the market. Further we recommend shareholders take extreme caution in 
responding to the Muddy Waters report. 

As indicated in the report, Muddy Waters has a short position in the Company's shares and therefore 
stands to realize significant gains from a share price decline that it precipitated. Muddy Waters expressly 
admits that it makes no representation as to the accuracy, timeliness, or completeness of any information 
contained in its report. Further, its website discloses no address or ownership information, nor the 
credentials of any of the authors of the 'report'. Neither the Ontario Securities Commission nor the 
Se~urities Exchange Commission website lists Muddy Waters or its author as being registered as an 
advisor. Nevertheless, due to the substantial impact that the report has had on the prices of the 
Company's securities and the reputation of the Company, the Board has appointed an independent 
committee consisting of three of the Company's independent directors, William Ardell (Chair), James 
Bowland and James Hyde. All three of these directors are financially qualified professionals and two of 
the three are recent appointees to the Board. The independent committee's mandate is to thoroughly 
examine and review the allegations contained in Muddy Waters' report, and report back to the Board. The 
independent committee has appointed Osler Hoskin & Harcourt LLP as independent legal counsel and 
will retain the services of an independent accounting firm and such other independent advisors as it 
deems necessary to assist with its examination. During the course of the independent committee's 
examination, the Company will provide any updates as appropriate. Following conclusion of the report, 
the key findings of the independent committee will be released to shareholders. 

Allen Chan, Chairman and CEO of Sino-Forest commented: "We are committed to a high level of 
corporate governance and stand by the integrity of our company, our 16-year operational track record and 
our financial statements. Our company has continuously retained the services of internationally 
recognized law firms, auditors and expert consultants from Canada, the US, Hong Kong and mainland 
China." 

"It is important that our independent committee thoroughly address Muddy Waters' allegations, and they 
will have my full support and those of the management team in doing so. However, let me say clearly that 
the allegations contained in this report are inaccurate and unfounded. Muddy Waters' shock-jock 
approach is transparently self-interested and we look forward to providing our investors and other 
stakeholders with additional information to rebut these allegations." 

David Horsley, Senior Vice President and CFO of Sino-Forest commented: "I am confident that the 
independent committee's examination will find these allegations to be demonstrably wrong, as for 
example: 

(a) Muddy Waters fundamentally misunderstands and misrepresents the most basic items in our 
published Management's Discussion & Analysis with respect to revenue generated from Yunnan 
Province, which we report as being approximately 45.5% of the Company's standing timber revenue of 
approximately US$508 million. Muddy Waters alleges that it is impossible that such revenue existed 
because achieving such levels would greatly exceed allowable cutting quotas and it would be impossible 
to truck close to that volume in the period. However, that revenue was very clearly disclosed in our MD&A 
filed for 01 and 02 of 2010 as revenue resulting from the sale of the standing timber- there is no cutting 
or transport involved, as the trees were sold but not harvested and therefore are not considered part of 
the quota for the region until the harvesting is conducted by the buyers. 
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(b) Muddy Waters alleges that the Company overstated the assets in Yunnan Province, based on its 
erroneous and narrow assumption that our only purchases in Yunnan Province consisted of purchases of 
20,574 ha of plantations in Gengma county in Yunnan. However, this allegation ignores the fact that in 
addition to the purchased plantations in Gengma county, (as disclosed in our 2010 annual MD&A of a 
total of approximately 193,000 ha purchased in Yunnan Province) we have purchased approximately 
173,000 ha of plantations in approximately 25 other counties in Yunnan Province as of December 31, 
2010." 

As at December 31, 2010, the Company had approximately US$1.26 billion in cash, cash equivalents and 
short term deposits as reported in the audited consolidated balance sheet. As at March 31, 2011, the 
comparable amount was approximately US$1.09 billion. The Company continues to hold such cash, with 
the majority of it in banks in Hong Kong and offshore. 

As previously announced, the Company intends to file its 01 2011 results on June 14, 2011. 

About Sino-Forest Corporation 

Sino-Forest Corporation is a leading commercial forest plantation operator in China. Its principal 
businesses include the ownership and management of tree plantations, the sale of standing timber and 
wood logs, and the complementary manufacturing of downstream engineered-wood products. Sino
Forest also holds a majority interest in Greenheart Group Limited, a Hong Kong-listed investment holding 
company (HKSE: 00094) with operations based in Suriname, South America and New Zealand, which is 
involved in responsible and sustainable log harvesting, lumber processing and sales and marketing of 
logs and lumber products to China and other countries around the world. Sino-Forest's common shares 
have been listed on the Toronto Stock Exchange under the symbol TRE since 1995. Learn more at 
www.sinoforest.com. 

FOR FURTHER INFORMATION PLEASE CONTACT: 

SINO-FOREST CORPORATION 
Dave Horsley 
-Senior Vice President & Chief Financial Officer 
Tel: +905 281 8889 
Email: davehorsley@sinoforest. com 

Please note: This press release contains projections and forward-looking statements regarding future events. Such forward
looking statements are not guarantees of future performance of the Company and are subject to risks and uncertainties that could 
cause actual results and company plans and objectives to differ materially from those expressed in the forward-looking 
statements. Such risks and uncertainties include, but are not limited to: changes in China's and international economies and in 
currency exchange rates; changes in market supply and demand for the Company's products, including glob)il production capacity 
and wood product imports into China; changes in China's political and forestry policies; changes in climatic conditions affecting 
the growth of the Company's trees; competitive pricing pressures for the Company's products; and changes in wood acquisition 
and operating costs. 
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This is Exhibit "I" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
2012. 

A m ssioner, etc. 
Kalloghlian 
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INTRODUCTION 

The IC was established by the Board on June 2, 2011 immediately following the release by 
Muddy Waters of the MW Report. The IC has issued two interim reports to the Board since that 
date, the first dated August 10, 2011 and the second dated November 13, 2011. The initial 
members of the IC were William Ardell (Chair), James Bowland and James Hyde. At the 
invitation ofthe IC, Mr. Garry West, an independent director of SF, has attended virtually all the 
IC meetings and participated in its process. Mr. Bowland resigned as a director and from the IC . 
on November 3, 2011 following the delivery to the Board of the IC's draft Second Interim 
R.epori ~Th-e ICohasoformaiiyomet~approxlrnaie~fy 75otlmes,~-in mostoca.ses for-several~hours, and 
met informally and communicated by email almost daily, either as IC members or in another 
Board capacity. 

As was noted in the Second Interim Report, the IC focused on the years 2006 and following and 
limited its process to the examination and review of the issues raised in three core areas: 
(i) timber asset verification; (ii) timber asset value; and (iii) revenue recognition. Overlaying or 
intertwined with the latter two areas were the issues raised by the MW allegations regarding 
related party transactions and relationships. These issues have proved to be very difficult to 
definitively resolve. 

The Second Interim Report described the process undertaken by the IC in its examination and 
review of the allegations made in the MW Report, summarized the outcomes and findings 
resulting from such process and identified certain further steps which the IC intended to take. 
Attached as Schedule I to this report is the Executive Summary from the Second Interim Report 
which includes an overview of the IC's principal findings as to timber ownership, forestry 
bureau confirmations and Plantation Rights Certificates, book values of timber, revenue 
reconciliation, relationships, cash and the BVI structure. The Executive Summary also discusses 
the challenges encountered by the IC in conducting its process. 

The Second Interim Report stated that, while the IC believed its work was substantially 
complete, there remained certain further steps which it intended to undertake as follows: 

• review the information and analysis which had very recently been provided by 
Management and which was intended to respond to certain issues regarding relationships 
of the Company with Als and Suppliers and between Als and Suppliers as identified in 
Part IV ofthe Second Interim Report; 

• work with management to engage an independent valuator; and 

• such other steps as the IC, in its judgment, deemed advisable in the discharge of its 
mandate. 

This Final Report of the IC sets out the activities undertaken by the IC since mid-November, the 
findings from such activities and the IC's conclusions regarding its examination and review. The 
IC's activities during this period have been limited as a result of Canadian and Chinese holidays 
(Christmas, New Year and Chinese New Year) and the extensive involvement ofiC members in 
the Company's Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The IC believes that, notwithstanding there remain issues 
which have not been fully answered, the work of the IC is now at the point of diminishing 
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returns because much of the information which it is seeking lies with non-compellable third 
parties, may not exist or is apparently not retrievable from the records of_the Company. 

In December 2011, the Company defaulted under the indentures relating to its outstanding bonds 
with the result that its resources are now more focused on dealing with its bondholders. This 
process is being overseen by the Restructuring Committee appointed by the Board. Pursuant to 
the Waiver Agreement dated January 18, 2012 between the Company and the holders of a 
majority of the principal amount of its 2014 Notes, the Company agreed, among other things, 
that the final report of the IC to the Board would be made public by January 31,2012. 

Given the circumstances described above, the IC understands that, with the delivery of this Final 
Report, its review and examination activities are terminated. The IC does not expect to 
undertake further work other than assisting with responses to regulators and the RCMP as 
required and engaging in such further specific activities as the IC may deem advisable or the 
Board may instruct. The IC has asked the IC Advisors to remain available to assist and advise 
the IC upon its instructions. 

I. PROCESS SINCE NOVEMBER 13, 2011 

The IC Advisors' privileged report on outstanding items as at the date of the Second Interim 
Report and limited processes co'!ducted by the IC Advisors since November 13, 2011 (being the 
date of the IC's Second Interim Report) has been delivered to the Board. Many of those 
challenges, which are fully described in section C of the Executive Summary of the Second 
Interim Report, continued to affect the IC's process since November 13, 2011. See Schedule I. 

The scope of review and the processes undertaken by the IC Advisors since November 13, 2011 
were determined by the IC and have been subject to certain limitations. The IC, in its judgment, 
considers such limitations to be appropriate and in the best interest of the Company, having 
regard to the challenges referred to above, time constraints and cost/benefit considerations. This 
Final Report to the Board, while partially based on the work of the IC Advisors, is the report of 
the IC and not the work of the IC Advisors. 

ll. RELATIONSHIPS 

The objectives of the IC's examination of the Company's relationships with its Als and Suppliers 
were to determine, in light of the MW allegations, if such relationships are arm's length and to 
obtain, if possible, independent verification of the cash flows underlying the set-off transactions 
described in Section II.A of the Second Interim Report. That the Company's relationships with 
its Ais and Suppliers be arm's length is relevant to SF's ability under GAAP to: 

• book its timber assets at cost in its 2011 and prior years' financial statements, both 
audited and unaudited 

• recognize revenue from standing timber sales as currently reflected in its 20 I I and prior 
years' financial statements, both audited and unaudited. 
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Yuda Wood 

Yuda Wood was founded in April2006 and was unti12010 a Supplier of SF. Its business 
with SF from 2007 to 2010 totalled approximately 152,164 Ha and RMB 4.94 billion. 
Section VI.A and Schedule VI.A.2(a) of the Second Interim Report described the MW 
allegations relating to Yuda Wood, the review conducted by the IC and its findings to 
date. The IC concluded that Huang Ran is not currently an employee, and that Yuda 
Wood is not a subsidiary, of the Company. However, there is evidence suggesting a 
close cooperation between SF and Yuda Wood which the IC had asked Management to 
explain.~ AHfie ~time th_e_ Seconcnnterim~ Reportwas issued,- the IC~was~ contiiiUiifg-to 
review Management's explanations of a number of Yuda Wood-related emails and 

. certain questions arising there-from. 

Subsequent to the issuance of its Second Interim Report in mid-November, the IC, with 
the assistance of the IC Advisors, has reviewed the Management responses provided to 
date relating to Yuda Wood and has sought further explanations and documentary support 
for such explanations. This was supplementary to the activities of the Audit Committee 
of SF and its advisors who have had during this period primary carriage of examining 
Management's responses on the interactions of SF and Yuda Wood. While many 
answers and explanations have been obtained, the IC believes that they are not yet 
sufficient to allow it to fully understand the nature and scope of the relationship between 
SF and Yuda Wood. Accordingly, based on the information it has obtained, the IC is still 
unable to independently verify that the relationship of Yuda Wood is at arm's length to 
SF. It is to be noted that Management is ofthe view that Yuda Wood is unrelated to SF 
for accounting purposes. The IC remains satisfied that Yuda is not a subsidiary of SF. 
Management continues to undertake work related to Yuda Wood, including seeking 
documentation from third parties and responding to e-mails where the responses are not 
yet complete or prepared. Management has provided certain banking records to the Audit 
Committee that the Audit Committee advises support Management's position that SF did 
not capitalize Yuda Wood (but that review is not yet completed). The IC anticipates that 
Management will continue to work with the Audit Committee, Company counsel and 
E& Y on these issues. 

Other Relationships 

Section VI.B.1 of the Second Interim Report described certain other relationships which 
had been identified in the course of the IC's preparation for certain interviews with Als 
and Suppliers. These relationships include (i) thirteen Suppliers where former SF 
employees, consultants or secondees are or have been directors, officers and/or 
shareholders (including Yuda Wood); (ii) an AI with a former SF employee in a senior 
position; (iii) potential relationships between Als and Suppliers; (iv) set-off payments for 
BVI standing timber purchases being made by companies that are not Als and other set
off arrangements involving non-AI entities; (v) payments by Als to potentially connected 
Suppliers; and (vi) sale of standing timber to an AI potentially connected to a Supplier of 
that timber. Unless expressly addressed herein, the IC has no further update of a material 
nature on the items raised above. 

On the instructions of the IC, the IC Advisors gave the details of these ·possible 
relationships to Management for further follow up and explanation. Just prior to the 

282 
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Second Interim Report, Management provided information regarding Als and Suppliers 
relationships among the Company and such parties. 

This information was in the form of a report dated November 10, 2011, subsequently 
updated on November 21, 2011 and January 20, 2012 (the latest version being the 
"Kaitong Report") prepared by Kaitong Law Firm ("Kaitong"), a Chinese law firm which 
advises the Company. The Kaitong Report has been separately delivered to the Board. 
Kaitong has advised that much ofthe information in the Kaitong Report was provided by 
Management and has not been independently verified by such law firm or the IC. 
Kaitong's work on the information received from Management includes: 

• Reconciling the annual transaction amount for each Supplier and AI with the 
purchase/sales detailed data, which were provided by Management; 

• Checking registration documents filed with SAIC to verify the basic information 
(legal representative, shareholding structure and establishment date) of Suppliers 
and Als; and 

• Performing Internet searches on the backers including their current and past 
position, investment and news. 

The Kaitong Report generally describes certain relationships amongst Als and Suppliers 
and certain relationships between their personnel and Sino-Forest, either identified by 
Management or through SAIC and other searches. The Kaitong Report also specifically 
addresses certain relationships identified in the Second Interim Report. The four main 
areas of information in the Kaitong Report are as follows and are discussed in more detail 
below: 

(i) Backers to Suppliers and Als: The Kaitong Report explains the concept 
of "backers" to both Suppliers and Als. The Kaitong Report suggests that 
backers are individuals with considerable influence in political, social or 
business circles, or all three. The Kaitong Report also states that such 
backers or their identified main business entities do not generally appear 
in SAIC filings by the Suppliers or Als as shareholders thereof and, in 
most instances, in any other capacity. 

(ii) Suppliers and Als with Former SF Personnel: The appendices to the 
Kaitong Report list certain Suppliers that have former SF personnel as 
current shareholders. 

(iii) Common Shareholders Between Suppliers and Als: The Kaitong 
Report states that there are 5 Suppliers and 3 Als with current common 
shareholders but there is no cross majority ownership positions between 
Suppliers and Als. 

(iv) Transactions Involving Suppliers and Als that have Shareholders in 
common: The Kaitong Report states that, where SF has had transactions 
with Suppliers and Als that have certain current shareholders in common 
as noted above, the subject timber in those transactions is not the same; 
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that is, the timber which SF buys from such Suppliers and the timber 
which SF sells to such Als are located in different counties or provinces. 

The IC Advisors have reviewed the Kaitong Report on behalfofthe IC. The IC Advisors 
liaised with Kaitong and met with Kaitong and current and former Management. A 
description of the Kaitong Report and the IC's findings and comments are summarized 
below. By way of summary, the Kaitong Report provides considerable information 
regarding relationships among Suppliers and Als, and between them and SF, but much of 
this information related to the relationship of each backer with the associated Suppliers 
and XIs is noCsupportecf by anyodoocumentary or otner~independerif evioen~ce. As such, 
some of the information provided is unverified and, particularly as it relates to the nature 
of the relationships with the backers, is viewed by the IC to be likely unverifiable by it. 

Backers to Suppliers and Als 

As noted above, the Kaitong Report explains the concept of backers of certain Suppliers 
and Als. The Kaitong Report in effect supersedes certain of the information previously 
provided by Management and reported in the Second Interim Report (Part V.C.18(b)) 
concerning Als and their supporters (then referred to as AI Holdcos or conglomerate). 

The Kaitong Report states that all backers to Suppliers and Als have strong business 
networks and good relations with various levels of the identified Chinese governments 
but does not explain the nature of the connections. The Kaitong Report stresses the 
importance of "Guanxi" in Chinese business, but is not specific as to particular benefits 
and why these particular relationships are important. The Kaitong Report contains little 
information to validate the political or business connections of such backers, or the nature 
of the relationship between the backers and the Suppliers or Als. There is no 
documentary evidence of the nature of their support for their respective Suppliers orAls 
nor the consideration (if any) received by the backers for their support of the Suppliers or 
Als. The Kaitong Report suggests that such backers may provide resources that are 
important in China such as introductions, endorsements and connections. 

As described in Schedule II, the IC Advisors conducted a review of the emails of twenty
three custodians using keyword searches related to the backers. 

The documents identified by the IC Advisors from such review as being of potential 
interest showed no direct communication between backers and SF personnel. No 
additional substantive information was obtained from such email review or the 
interactions between the IC Advisors and Kaitong and management either on the 
relationships between SF and the backers or the roles and involvement of the backers in 
the business dealings between SF and the Als and Suppliers. Management has advised 
that, while they were aware of certain backers ofthe Als and Suppliers, the backers were 
not directly involved in the interactions with the Company. This appears to be borne out 
by the key word searches. 

The SAIC information reviewed by the IC Advisors indicated one connection between an 
identified backer and an associated Supplier and the Kaitong Report indicates another 
between a backer and one of his associated Suppliers. 

284 
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As described below, certain of the persons identified as backers of A Is were interviewed 
prior to the Second Interim Report and, in some cases, acknowledged an association with 
the AI for which the Kaitong Report identified them as its backer. 

Given the general lack of information on the backers or the nature and scope of the 
relationships between the Suppliers or Als and their respective backers and the absence 
of any documentary support or independent evidence of such relationships, the IC has 
been unable to reach any conclusion as to the existence, nature or importance of such 
relationships. As a result, the IC is unable to assess the implications, if any, of these 
backers with respect to SF's relationships with its Suppliers or Als. Based on its 
experience to date, including interviews with Suppliers and Als involving persons who 
have now been identified as backers in the Kaitong Report, the IC believes that it would 
be very difficult for the IC Advisors to arrange interviews with either the Als or Suppliers 
or their respective backers and, if arranged, that such interviews would yield very little, if 
any, verifiable information to such advisors. The IC understands Management is 
continuing to seek meetings with its Als and Suppliers with the objective of obtaining 
information, to the extent such is available, that will provide further background to the 
relationships to the Audit Committee. 

(a) New Suppliers 

The Kaitong Report also addresses the observation in the Second Interim Report that 
several new Suppliers have appeared since 2009 and completed very large transactions 
with SF. The Kaitong Report states that Management advised that the main reason to 
have new Suppliers is that as the Company expands its business into new geographic 
regions, it needs Suppliers established in each such region. In addition, the Company 
would also like to balance the transactions among Suppliers so as to reduce dependency 
risk on certain Suppliers. Supplier #21. is named as one such Supplier. This Supplier has 
the same backer (Backer #241

) and one similar shareholder (Shareholder #12 as to 70%) 
as the earlier supplier, Supplier #2, where Shareholder #12 is shown in SAIC filings as a 
20% shareholder. This particular new Supplier is supplying in Sichuan Province, a 
relatively new area for SF. 

(b) Backers to Als 

The Kaitong Report states that from 2006 to 2011 Sino-Forest sold timber to a total of 13 
Als and of these, 6 are supported by four backers. These backers are Backer #5, Backer 
#7, and Backer #32

, Backer #2 and Backer #8. The Kaitong Report states that it is not 
known if the remaining 7 Als have backers. 

The IC Advisors have interviewed Backer #5, Backer #3 and ·Backer #2 prior to 
production of the Kaitong Report as former Management had identified them as 
associated with certain corporate entities then referred to as AI Holdcos or 

For the purposes of this report, certain persons or entities that were labelled as "Shareholder" in the Second 
Interim Report are referred to as "Backer" in this Final Report. The numeric portion of the assigned name of 
such persons or entities remains the same where previously referred to in the Second Interim Report. 

Formerly referred to as AI-Supplier Contact #3 
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conglomerates. All confirmed their associations with the relevant Als , but did not 
produce any documentation verifying such association. 

Suppliers and Als with Former SF Personnel 

The Appendices to the Kaitong Report list the Suppliers with former SF personnel as 
current shareholders. According to the information previously obtained by the IC 
Advisors, the identification of former SF personnel indicated in the Kaitong Report to be 
current shareholders of past or current Suppliers is correct. 

--~- ~ -.-~-- = ~ ----- ~- ~--~~-~~~~~ ~ --~-- ~-=~~- -~~--

(a) Suppliers with former SF personnel 

The Kaitong Report, which is limited to examining Suppliers where ex-SF employees are 
current shareholders as shown in SAIC filings, does not provide material new 
information concerning Suppliers where former SF employees were identified by the IC 
in the Second Interim Report as having various past or present connections to current or 
former Suppliers except that the Kaitong Report provides an explanation of two 
transactions identified in the Second Interim Report. These involved purchases of 
standing timber by SF from Suppliers controlled by persons who were employees of SF 
at the time of these transactions. Neither of the Suppliers have been related to an 
identified backer in the Kaitong Report. The explanations are similar indicating that 
neither of the SF employees was an officer in charge of plantation purchases or one of 
SF's senior management at the time of the transactions. The employees in question were 
Shareholder #14 in relation to a RMB 49 million purchase from Supplier #18 in 
December 2007 (shown in SAIC filings to be 100% owned by him) and Shareholder #20 
in relation to a RMB 3.3 million purchase from Supplier #23 (shown in SAIC filings to 
be 70% owned by him) in October 2007. The Kaitong Report indicates Shareholder #20 
is a current employee of SF who then had responsibilities in SF's wood board production 
business. 

The IC is not aware that the employees' ownership positions were brought to the 
attention of the Board at the time of the transactions or, subsequently, until the 
publication of the Second Interim Report and understands the Audit Committee will 
consider such information. 

(b) Als with former SF personnel 

The Kaitong Report indicates that no SF employees are listed in SAIC filing reports as 
current shareholders of Als. Except as noted herein, the IC agrees with this statement. 
The Kaitong Report does not address the apparent role of an ex-employee Officer #3 who 
was introduced to the IC as the person in charge of AI #2 by Backer #5 of AI 
Conglomerate #1. Backer #5 is identified in the Kaitong Report as a backer oftwo Ais, 
including AI#2. (The Kaitong Report properly does not include AI #14. as an AI for this 
purpose, whose 100% shareholder is former SF employee Officer #3. However, the IC is 
satisfied that the activities of this entity primarily relate to certain onshoring transactions 
that facilitated the transfer of SF BVI timber assets to SF WFOE subsidiaries.) 

There was one other instance where a past shareholding relationship has been identified 
between an AI # 10 and persons who were previously or are still shown on the SF human 

286 



~ ro 
·~ 
~ 

~ 
Q) 

~ 
·~ 
~ 

~ 
0 
u 
~ 
~ 

Q) 
b!) 
Q) 
~ 

·~ > 
·~ 
~ 

~ 

3. 

4. 

- 8-

resources records, Shareholder #26 and Shareholder #27. Management has explained that 
such entity sold wood board processing and other assets to SF and that the persons 
associated with that company consulted with SF after such sale in relation to the 
purchased wood board processing assets. Such entity subsequently also undertook 
material timber purchases as an AI of SF in 2007-2008 over a time period in which such 
persons are shown as shareholders of such AI in the SAIC filing reviewed (as to 47.5% 
for Shareholder #26 and as to 52.5% for Shareholder #27). That time period also 
intersects the time that Shareholder #26 is shown in such human resources records and 
partially intersects the time that Shareholder #27 is shown on such records. Management 
has also explained that Shareholder #26 subsequent to the time of such AI sales became 
an employee of a SF wood board processing subsidiary. Management has provided 
certain documentary evidence of its explanations. The IC understands that the Audit 
Committee will consider this matter. 

Common Shareholders between Supplier and Als 

The Kaitong Report states that there are 5 Suppliers and 3 Ais that respectively have 
certain common current shareholders but also states that there is no cross control by those 
current shareholders of such Suppliers orAls based on SAIC filings. The Kaitong Report 
correctly addresses current cross shareholdings in Suppliers and Ais based on SAIC 
filings but does not address certain other shareholdings. With the exception of one 
situation of cross control in the past, the IC has not identified a circumstance in the SAIC 
filings reviewed where the same person controlled a Supplier at the time it controlled a 
different At The one exception is that from April 2002 to February 2006, AI #13 is 
shown in SAIC filings as the 90% shareholder ofSupplier/AI #14. AI #13 did business 
with SF BVIs from 2005 through 2007 and Supplier/AI #14 supplied SF BVIs from 
2004 through 2006. However, the IC to date has only identified one contract involving 
timber bought from Supplier/ AI #14 that was subsequently sold to AI #13. It involved a 
parcel of2,379 Ha. timber sold to AI #13 in December 2005 that originated from a larger 
timber purchase contract with Supplier/A! #14 earlier that year. Management has 
provided an explanation for this transaction. The IC understands that the Audit 
Committee will consider this matter. 

Transactions involving Suppliers and Als with Current Shareholders in Common 

The Kaitong Report states that where SF has had transactions with 5 Suppliers and 3 Als 
that have current shareholders in common (but no one controlling shareholder) as shown 
in SAIC filings, the subject timber in the transactions they each undertook with SF is not 
the same; that is, the timber which SF buys from the Suppliers and the timber which SF 
sells to the Als where the Supplier and AI have a current common shareholder were 
located in different areas and do not involve the same plots of timber. The Kaitong 
Report further states that where SF has had transactions with 5 Suppliers and 3 Ais with 
current shareholders in common as shown in SAIC filings, SF had transactions with those 
Als prior to having transactions with those Suppliers, thus SF was not overstating its 
transactions by buying and selling to the same counterparties. 

Other than the immaterial timber parcel transaction referred to in Section II.B.3 above, 
which is a 2005 transaction, the IC believes that the Kaitong Report is accurate in respect 
of the specific transactions cited by it, except that it could not independently confirm the 
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information reported for sales from Suppliers with cross minority interests to AI #3 of 
timber parcels in Jiangxi Province due to the absence of detailed location information in 
the sales contracts. 

The Kaitong Report does not specifically address historical situations involving common 
shareholders and potential other interconnections between Als and Suppliers that may 
appear as a result of the identification of backers. There is generaliy no ownership 
connection shown in SAIC filings between backers and the Suppliers and Als associated 
with such backers in the Kaitong Report. 

The Second Interim Report indicated some potential connections between shareholders of 
Supplier #3 and two Als that Management then associated with an entity called AI 
Conglomerate #1. No direct ownership was indicated between such Als and AI 
Conglomerate # 1 based on the SAIC filings reviewed, although the Kaitong Report 
indicates that the current owner of AI Conglomerate #1 is a backer of such Als. The IC 
is also now satisfied that based on various corporate filings, there is no current cross 
ownership between AI Conglomerate #1 and Supplier #3. Further, the IC believes, based 
on its review of the timber purchase contracts between Supplier #3 and SF and the timber 
sales contracts between SF and Als backed by the owner of AI Conglomerate # 1 that 
there were no purchases and sales of the same timber with those parties during any period 
for·which the IC believe there may have been cross ownership between shareholders of 
Supplier #3 and shareholders of AI Conglomerate #1 (or the two Als). Further, 
Management has also provided the IC information s~ggesting that no proceeds from any 
sales to those Als were redeployed to purchase timber from Supplier #3 or entities known 
to be controlled by its shareholder, Shareholder #3. 

The IC notes that there were significant set-off payments from such Als to Supplier #3 
(approximately RMB 1.04 billion). Given Supplier #3 is a major Supplier and such Als 
are major Als, this is consistent with the BVI business model. 

III. TIMBER ASSET PROOF OF CONCEPT 

A. Background 

The Second Interim Report discussed the absence of maps in documentation for BVI timber 
purchase transactions. In response to these concerns, Management provided information 
regarding various issues regarding the due diligence conducted prior to entering into a BVI 
timber purchase contract, including maps which in the case of timber purchases were provided 
through forestry bureaus. 

Management also provided copies of news articles regarding foreigners being subject to criminal 
sanctions in China for possessing maps and other geographical information that were deemed to 
be classified as state secrets. The IC has reviewed these responses from Management and was 
unable to verify all ofManagement's assertions regarding forestry maps or that forestry mapping 
information would be regarded as subject to such sanctions but recognizes that this is an area of 
the law in China where. a conservative approach may be prudent. 
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In mid December 2011, Management provided a document entitled "Detailed Description of 
Locating Forestry Resources in China" which explains how the locations ofBVI standing timber 
assets are determined. This document has been provided to the Board. 

It indicates that although certain types of stand maps and these land descriptions are available as 
part of PRCs, maps are not readily available for continuing possession by persons trading in 
standing timber without a lease as is the case of the transactions by SF's BVI model. 
Management indicates that such maps usually can be borrowed from forestry bureaus (but not 
retained) and are used by the survey companies as part of the Company's due diligence. 
Management believes the ability of a foreign company to retain such maps is unclear and has 
adopted a cautious approach to this issue. The advice received by the IC from independent 
forestry experts is that this practice is not inconsistent with the practice of other parties in China 
who buy and sell standing timber without leasing the underlying land. 

B. Independent Review by Forestry Experts 

(i) Background 

The IC requested that a sample proof of concept exercise be undertaken by an independent 
forestry expert to determine if the specified areas of forest in a particular BVI purchase contract 
could be located and quantified by such party. 

The IC determined that it was appropriate to use two forestry companies that were also being 
retained by the Company in connection with its restructuring and the valuation process 
associated therewith. These two independent forestry experts were Indufor Asia Pacific Limited 
("lndufor") and Stewart Murray (Singapore) Pte. Ltd. ("Stewart Murray''). Members of the IC 
were involved in that retainer process. These entities had been retained through BJ for such 
valuation process and the report they provided was a report to BJ from Indufor on the work done 
by Indufor and Stewart Murray (collectively, the "Forestry Experts" and their report dated 
January 27, 2012, the "Forest Report"). The Forest Report has been delivered to the Board. The 
Forest Report describes the proof of concept asset verification process undertaken to determine 
if the net stocked area oftwo forest compartments purchased under two specific SF BVI timber 
purchase contracts could be verified. 

The importance of such a "proof of concept" engagement is that it confirms the technology, 
methodology and reporting framework that can be used for the wider area verification of the SF 
estate, subject to access to maps meeting the standards described below. 

(ii) Summary 

As part of the proof of concept process and based upon information from SF, including maps that 
SF indicated were borrowed by SF's contract survey company from the relevant forestry 
bureaus, the Forestry Experts were then able to locate the two compartments in question and to 
relate them to the specific contracts. They measured the net stocked area of forest cover in the 
two compartments compared to the net stocked area for those compartments described in the 
survey attached to the contracts. Indufor reported that the actual net stocked area of the two 
selected compartments fell within six percent of the net stocked area recorded for those within 
the contract documents. 
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The analysis and findings of the report are limited solely to the two compartments described 
therein. Indufor states that no extrapolation of findings to the wider SF estate is possible or is 
implied. 

(iii) The Process and Detailed Findings 

The IC selected two compartments from ten possible compartment options suggested by the 
Forestry Experts. 

· The~ Forest Report-indicates-that the ten forest-compartment··options put-forward to the· IC-met 
criteria requiring that the compartments: 

I. 

2. 

3. 

4. 

were impartially selected by Indufor and Stewart Murray for the IC and not selected by 
SF; 

were part ofthe SF purchased timber plantations located in Yunnan province of China; 

were listed as being held by BVI entities and not by WFOE entities, and; 

should cover multiple county forestry bureaus. It was the IC's intention to select 
compartments that were in different county forestry bureau jurisdictions. 

The IC selected the following two compartments for the area verification process: 

I. 

2. 

Purchase Contract STP-SUW-0409 dated January 7, 20I1 and Survey Report STP-SUW-
0409 dated 27 December 20IO. Compartment 1I. Located in Jianchuan county, near the 
township of Ma-teng. Jurisdiction of the Jianchuan County Forestry Bureau, with a 
stated area of II45 mu (being 76.3 hectares). 

Purchase Contract STP-SUW-04II dated January 14, 20II and Survey Report STP
S UW-04II dated 5 January 20 II. Compartment 44. Located in Heq ing county, near the 
township ofBeiya. Jurisdiction ofthe Heqing County Forestry Bureau, with a stated area 
of957 mu (being 63.8 hectares). 

The Forest Report summarizes the results ofthe proof of concept process as follows: 

I. 

2. 

3. 

6. 

maps of the two compartments were provided by SF to Indufor, which SF indicated were 
borrowed by the contracted survey company from forestry bureaus; 

the two maps clearly showed the extent of each compartment's boundary that 
corresponded to those in Surveys related to the contracts; 

each compartment's boundary was able to be spatially located (gee-referenced) for use 
within a Geographic Information System; 

the Forestry Experts located and physically visited the two forest compartments; 

the use ofrecent high resolution satellite images allowed the removal of gaps and areas of 
unstocked forest from the calculation of each compartment's net stocked area; 

the net stocked area calculated by the verification process for the two compartments 
slightly exceeded that stated in the forest survey reports attached to the SF purchase 
contracts for the compartments; and 
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7. it is important to reemphasise that no extrapolation of the area verification findings to the 
wider SF estate is possible. 

The Forestry Experts utilized the maps as described above but were not permitted to retain them. 
Indufor has advised the IC that did not present any material issues to its process or conclusions. 
They confirm that the compartments were forested, but did not undertake an assessment of 
standing timber volume. 

The Forestry Experts used the combined results of the field observations and satellite imagery to 
assess the net stocked area for each of the two forest compartments. Net stocked area is forested 
area and excludes any unstocked forest gaps. The following table compares the SF purchase 
contract areas and the net stocked area mapped by the Forestry Experts using remote sensing 
processes. 

Table 1: Net Stocked Area Comparison of Purchase Contract vs. Assessed Area 

Purchase 
Assessed Area Difference Difference 

Identification Reference Contract Area 
(Ha.) (Ha.) (Ha.) (%) 

Compartment 11 76.3 80.5 4.2 +5.5% 

Compartment 44 63.8 66.5 2.7 +4.2% 

The exercise did prove the concept that was presented for testing - subject to the provision of 
adequate maps, it was possible to use a combination of remote sensing and ground inspection to 
assess the net stocked area. The Forestry Experts reported that it should indeed be possible for 
the Company to use the same technology, process and methodology as demonstrated in the 
Forest Report to verify the area and land cover status of its entire forest estate. The Forestry 
Experts observed and emphasised that the viability of such a large scale area verification exercise 
is critically dependent on having access to maps that meet certain standards, these being: 

l. that the maps are provided in a format that is readily usable and reliable, be that in a high 
quality digita.l or paper format; 

2. the maps are already geo-referenced, or can be readily and reliably geo-referenced; and 

3. the maps clearly show the boundaries of each forest compartment or collection of forest 
compartments. 

The Forestry Experts observed that the availability of maps meeting such specifications 
described above should enable an efficient area verification process ofthe wider SF estate to be 
undertaken. Forest compartment maps that did not meet such specifications would prevent their 
area from being verified. 

The Forestry Experts therefore concluded that a large scale area verification exercise has to 
follow the sequence outlined below: 

I. digital geo-referenced maps are combined with satellite images. 

2. the locations of the necessary field sample sites are identified. 

3. ·field sample sites are visited and the forest ground cover data are recorded. 

I 
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4. the forest cover data are combined with the satellite images and the resulting net stocked 
area of each forest compartment can be measured. · 

The concept of testing a sample of BVI purchase contracts and survey information by forestry 
experts was discussed among the IC and counsel to the IC, although the design and testing of the 
proof of concept that was undertaken was a matter determined by the Forestry Experts within the 
parameters for selection of the two test areas determined by the IC. 

The IC Advisors were not involved in the preparation ofthe Forest Report although such report 
was made _ayailable~ to_Jhem in Qrd~r~ to !l,ssistcoun$<:!1 in adxisingth_e IC_iR th~ pr~R<!ration <>fJhe 
Final Report. 

IV. ASSET VERIFICATION 

The Company's counsel has engaged Stewart Murray to assist the Company in compiling a full 
forest description and implementing a forest asset valuation framework as at December 31, 2011. 
This will enable Management to give its opinion and guidance as to the fair market value ofthe 

-Company's forest assets to the Board. Stewart Murray will identify and report to the Board on 
the sources of data (and any assumptions therein) that are incorporated within the Company's 
forest description, including assigning and reporting the levels of confidence that surround key 
assumptions. This engagement is expected to expand to include a verification and validation 
process of the key components that underpin forest value involving both Stewart Murray and 
Indufor. The exercise will involve a highly structured process that will, over time, systematically 
assess the area of forest cover and merchantable volume across the SF estate. Members ofthe IC 
were involved in determining the scope and parameters of the engagement of Stewart Murray. 
The IC Advisors were not directly involved in the retainer process of such experts. 

V. ONTARIO SECURITIES COMMISSION 

The OSC sought extensive information from the IC in letters dated December 7, 201 I (7 pages) 
and December 22, 2011 (29 pages), much of which was information properly sought from the 
Company. 

The IC advised the OSC on January 4, 2012 that it would respond to their extensive inquiries. 

The IC has responded to the December 7th letter and a response to the December 22nd letter, 
which also requires input from the Company, is expected to be completed within a reasonable 
period oftime after the completion of this report. 

VI. OUTSTANDING MATTERS 

As noted in Section I above, the IC understands that with the delivery of this report, its 
examination and review activities are terminated. The IC would expect its next steps may 
include only: 

(a) assisting in responses to regulators and RCMP as required; and 

(b) such other specific activities as it may deem advisable or the Board may instruct. 
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GLOSSARY 

"$" means, unless otherwise specified, U.S. dollars; 

"2010 AIF" or "b" means the Company's annual information form for the year ending December 
31, 2010; 

"2010 Financial Statements" means the Company's audited consolidated financial statements 
and the notes thereto as at and for the year ended December 31, 2010; 

''2010 MD&A" means the Company's management discussion and analysis for the year ending 
December 31, 2010; 

"AI" means an authorized intermediary, an entity through which a BVI conducts its sales; 

"AI HoldCo" means AI Conglomerate #J; 

"Audit Committee" means the Audit Committee of the Board; 

"BJ" means Bennett Jones LLP, Canadian counsel to the Company; 

"Board" means the Board ofDirectors of SF; 

"BVI" means a subsidiary of the Company incorporated in the British Virgin Islands; 

"China" means The People's Republic of China; 

"Chop" means the seal typically used in place of signatures in China; 

"Company" or "SF" or "Sino-Forest" means Sino-Forest Corporation and, where the context 
requires, its consolidated subsidiaries; 

"CTO" means the cease trade order of the OSC dated August 26, 201 0; 

"E&Y" means Ernst & Young LLP, the auditor ofthe Company; 

"Executive Summary" means the executive summary of the Second Interim Report, attached 
hereto as Schedule II; 

"Final Report" means the final report ofthe IC to the Board dated January 31, 2012; 

"Forest Report" the report of the Forestry Experts dated January 27, 2012 referred to in Section 
IIIB(i); 

"forestry bureau confirmations" or "confirmations" means documents issued to the WFOEs 
and BVIs on letterheads with forestry bureau names and featuring Chops (the seal typically used 
in place of signatures) that indicate that they had been issued by the corresponding forestry 
bureau, but does not include new confirmations; 

"Forestry Experts" means, collectively, Indufor and Stewart Murray; 
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"FTI" means FTI Consulting, a consulting firm advising the Company; 

"GAAP" means the generally accepted accounting principles as set out in the Canadian Institute 
ofChartered Accountants Handbook- Accounting as applicable to public companies in Canada; 

''Ha." means hectares, which is equivalent to 15 mu (statements of Ha. herein are approximate, 
given the rounding associated with the conversion ofmu to Ha.); 

"IC" means the Independent Committee to the Board; 

"IC Advisors" means one or more ofPwC, Osler, Mallesons and JH; 

"IMET" means an Integrated Market Enforcement Team ofthe RCMP; 

"lndufor" means Indufor Asia Pacific Limited; 

"JH" or "Chinese counsel" means Jun He Law Offices, independent Chinese IC counsel; 

"Kaitong" means a Chinese Jaw firm retained by the Company; 

"Kaitong Report" means the report of Kaitong dated January 20, 2012 regarding certain 
relationship issues; 

"Mallesons" means Mallesons Stephen Jaques, independent Hong Kong counsel to the IC; 

"Management" means, at any time, the management of SF at that time; 

"Mandra" means Mandra Forestry Holdings Limited, a wholly-owned subsidiary of SF; 

"MD&A" means management discussion and analysis; 

"mu" means a Chinese unit of measure for area, which is equivalent to 0.067 Ha.; 

"Muddy Waters" or "MW" means Muddy Waters, L.L.C.; 

"MW Report" means the initial "research report" issued by Muddy Waters dated June 2, 2011; 

"OSC" means Ontario Securities Commission; 

"Osler" means Osler, Hoskin & Harcourt LLP, independent Canadian counsel to the IC; 

"Plantation Rights Certificate" or "PRC" means a governmental registered certification of 
ownership issued by a forestry bureau in China to evidence certain forestry-related rights; 

"PwC" means PricewaterhouseCoopers LLP, forensic accounting advisors to the IC; 

"RCMP" means Royal Canadian Mounted Police; 

"RMB" means Renminbi, the official currency of China; 
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"SAIC" means China's State Administration for Industry and Commerce, the national authority 
responsible for administering industry and commerce; 

"Second Interim Report" means the second interim report of the IC to the Board dated 
November 13, 2011; 

"Stewart Murray" means Stewart Murray (Singapore) Pte Ltd.; 

"Supplier" means a supplier to the Company of plantation assets, either rights to standing timber 
or plantation/land use rights or both; 

"Survey Report" means a Forest Resource Survey Report that accompanies BVI timber 
purchase contracts; 

"SW" means Sino-Wood Partners, Limited, a Hong Kong incorporated subsidiary of SF; 

"WFOE" means a subsidiary of the Company incorporated in China as a "Wholly Foreign 
Owned Enterprise"; and 

"Yuda Wood" or "Yuda" means Huaihua City Yuda Wood Co. Ltd, a Supplier. 
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SCHEDULE I 
SECOND INTERIM REPORT- EXECUTIVE SUMMARY 

A. Introduction 

The IC was established by the Board on June 2, 2011, immediately following the release by 
Muddy Waters ofthe MW Report regarding SF. The members of the IC are William Ardell 
(Chair), James Bowland, and James Hyde. At the invitation of the IC, Mr. Garry West, an 
independent director of SF, attends virtually all IC meetings and participates in its process. 
Following the delivery to the Board of the IC's draft of this Second Interim Report on 
November~3; 2011, Mr~ James Bowland,resigned as a~director,and therefore fromthe~rc.~ The 
mandate of the IC, in general terms, is to independently examine and review the serious and 
wide-ranging allegations made in the MW Report and report back to and, if appropriate, make 
recommendations to the Board. To date, the IC has met approximately 48 times. 

The IC Advisors' role is to support the IC in its mandate to review the allegations made in the 
MW Report and related matters. The IC Advisors have conducted various investigative and 
review processes, all at the direction of, and subject to such scope limitations as the JC, in its 
judgment, deemed appropriate. (See Part IV.) This Second Interim Report to the Board, while 
based on the work of such advisors, is the report of the IC and (other than Schedule IV) not 
the report of the IC Advisors. 

The IC's First Interim Report to the Board dated August 10, 2011 outlined the nature and 
scope of the IC's activities (principally data collection) to that date and the planned next steps. 
The purpose of this Second Interim Report is to report to the Board on the activities 
undertaken by the IC since mid-August, the outcomes and findings from such activities and 
further next steps. The First Interim Report is attached as Schedule I.A. 

While the MW Report took a scatter gun approach in its allegations, the IC determined to 
address the issues raised in three core areas: (i) timber asset verification; (ii) timber asset 
value; and (iii) revenue recognition. Overlaying the latter two areas are the issues raised by 
the MW allegations relating to related party transactions. The IC also determined to focus on 
the years 2006 to 2010. Using this framework for its review, the IC's focus since its last 
report has been principally on: 

• the ownership structure of timber assets on SF's balance sheet; 

• 

• 

verifying the Company's holdings of standing timber ("purchased plantations" 
as referred to in the 20 I 0 AIF) and plantation land use/lease rights ("planted 
plantations" as referred to in the 20 I 0 AlP, though some plantation land 
use/lease rights, such as the Mandra holdings, are classified as "purchased 
plantations" in the 2010 AIF), held through BV!s and WFOEs and the nature 
of its interests in such assets (see Part V below); 

interviewing Suppliers and Ais with a view to verifying the existence and 
nature of SF's relationship with such third parties and seeking to obtain 
financial particulars about purchase and sale transactions between such third 
parties and SF (see Part VI below); and 
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• examining and assessing the relationship with Yuda Wood, historically one of 
the largest Suppliers of standing timber to SF supplying approximately 21.5% 
ofBVI timber purchases from 2008 through 2011 (see Section VI.A below). 

The IC's work has also included: 

• examining a number of specific situations which are the subject of MW 
allegations or critical newspaper articles (see e.g. Sections IV.B.6, VI.B and 
VI.C and Part VII below); 

• engaging with and assisting E&Y in its examination of various issues relevant 
to its reports on the Company's financial statements (see Schedule IV 
attached); 

• responding to questions and requests for documents and information from the 
OSC, including enquiries made through the Hong Kong securities authorities, 
in connection with its publicly announced investigation (see Part IX); 

• meeting with and responding to requests for information from BJ and FTI; 

• conducting interviews of certain members of Management; 

• inspecting original versions of documents issued to the WFOEs and BVIs on 
letterheads with forestry bureau names and featuring Chops (the seal typically 
used in place of signatures) that indicate that they had been issued by the 
corresponding forestry bureau (the "forestry bureau confirmations"), and 
attending meetings with forestry bureaus in an attempt to verify the 
Company's holdings of standing timber; 

• attending interviews of Als and Suppliers, examining SF employee and other 
relationships with Ais and Suppliers (see Schedule IV attached); and 

• meeting with and responding to requests for information from the RCMP (see 
Part XI). 

In addition to the IC review, the MW Report has spawned various actions by public and 
private parties. These actions, which have affected the IC's activities and processes, include: 

• an OSC investigation of matters related to SF; 

• a review by E&Y of various matters relating to its 2010 and prior years' audits; 

• 

• 

three class action lawsuits in Ontario (one of which has a companion action in 
Quebec) by securities holders against the Company, its officers, E&Y and 
others; 

a threatened derivative claim against E&Y and certain officers and employees 
ofthe Company; 
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• extensive newspaper and analyst reporting of the Company, including several 
in-depth investigative reports; and 

• an enquiry by the RCMP through IMET . 

. While the IC believes its work is substantially complete, there remain certain further steps 
which it intends to undertake as follows: 

• review the information and analysis very recently provided by Management 
intended to respond to certain issues regarding relationships of the Company 
with- Als and· Suppliers and oetweefi ~ Als ana -supplie'is identified iii tllis 
Second Interim Report (see Part VI); 

• engage an independent valuator (see Part VIII); 

• such other steps as the IC, in its judgement, deems advisable in the discharge 
of its mandate; and 

• submit its final report and recommendations to the Board. 

The IC expects to be able to deliver its final report to the Board prior to the end of2011. 
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B. Overview of Principal Findings 

The following sets out a very high level overview of the IC's principal findings and should be 
read in conjunction with the balance of this report. 

Timber Ownership 

Based on its review and subject to its comments herein, the IC has confirmed to its 
satisfaction that the Company has: 

• registered title to approximately 151,000 Ha. ofSW and SP planted plantations 
and Mandra plantations. This constitutes approximately 17.9% of its timber 
holdings by area as at December 31, 20 10; 1 and 

• contractual or other rights to approximately 683,000 Ha. of plantations, being 
81.3% of its timber holdings by area as at December 31, 2010 (of these, the 
Company holds original Plantation Rights Certificates, issued in the name of 
the Supplier, representing approximately 15,000 Ha., which the IC believes 
gives the Company a demonstrable chain oftitle). See Section III.B. 

In connection with such confirmation, the IC has reviewed originals or copies of purchase 
contracts (and the corresponding set-off documentation confirming payment, in the case of 
the BVI purchased plantations) for the acquisition by the Company of: 

approximately 467,000 Ha. of BVls purchased plantations; 2 

• approximately 237,000 Ha. ofWFOE purchased plantations; 3 and 

• approximately 129,000 Ha. of planted plantations 4 

representing approximately 106%5 of SF's disclosed timber holdings of 788,700 Ha. as at 
December 31, 2010. With respect to these holdings, the IC has verified to its satisfaction that 
the Company has registered title: 

Timber holdings by area as at December 31, 2010 have been calculated by adding approximately 51,000 Ha. 
of planted plantation land for which the Company has contracts but has yet to classify as plantations under 
management for the purposes of its annual disclosure, to the Company's disclosed plantation of holdings of 
788,700 Ha. 

BVI purchased plantations are comprised of standing timber without underlying leases of land use rights. 

The Company classifies this as being comprised of all WFOE (SP) standing timber and all Mandra leased 
plantations. Mandra leased plantations are considered to be "purchased" plantations in the Company's 
public disclosure because they were acquired through the 2010 acquisition ofMandra 

The Company classifies this as being comprised of all WFOE (SW and SP) leased plantations. 

The Company's explanation for this figure being approximately 106% of its disclosed timber holdings as at 
December 31, 2010 is that the IC reviewed leases for approximately 51,000 Ha. of plantation land which 
were not included in the disclosed total of planted plantations of 77,700 Ha. as of December 31, 20 I 0, due 
to a number of reasons, primarily because these lands had not yet been planted. 
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• via original Plantation Rights Certificates in the Company's name, to 
approximately 86,000 Ha. of WFOE purchased plantations, 6 and 
approximately 43,000 Ha. of WFOE planted plantations; 7 and 

• via copies of Plantation Rights Certificates in the Company's name, to 
approximately 9,000 Ha. of WFOE purchased plantations, and approximately 
12,000 Ha. ofWFOE planted plantations. 

In addition, as at December 31, 2010, the IC has determined that the Company has original or 
copies of forestry btueau confirmations relating to the acquisition of: 

--~ ~~-- - ~ 

• approximately 467,000 Ha. of BVIs purchased plantations; 

• approximately 89,000 Ha. of WFOE (SP) purchased plantations; and 

• approximately 50,000 Ha. of WFOE (SP only) planted plantations. 

The Company does not obtain registered title to BVI purchased plantations. In the case of the 
BVIs' plantations, the IC has visited forestry bureaus, Suppliers and Ais to seek independent 
evidence to establish a chain 9ftitle or payment transactions to verify such acquisitions. The 
purchase contracts, set-off arrangement documentation and forestry bureau confirmations 
constitute the documentary evidence as to the Company's contractual or other rights. The IC 
has been advised that the Company's rights to such plantations could be open to challenge . 
However, Management has advised that, to date, it is unaware of any such challenges that 
have not been resolved with the Suppliers in a manner satisfactory to the Company. 

Forestry Bureau Confirmations and Plantation Rights Certificates 

Registered title, through Plantation Rights Certificates is not available in the jurisdictions (i.e. 
cities and counties) examined by the IC Advisors for standing timber that is held without land 
use/lease rights. Therefore the Company was not able to obtain Plantation Rights Certificates 
for its BVIs standing timber assets in those areas. In these circumstances, the Company 
sought confirmations from the relevant local forestry bureau acknowledging its rights to the 
standing timber. 

The IC Advisors reviewed forestry bureau confirmations for virtually all BVIs assets and non
Mandra WFOE purchased plantations held as at December 31, 2010. The IC Advisors, in 
meetings organized by Management, met with a sample of forestry bureaus with a view to 
obtaining verification of the Company's rights to standing timber in those jurisdictions. The 
result of such meetings to date have concluded with the forestry bureaus or related entities 
having issued new confirmations as to the Comrany's contractual rights to the Company in 
respect of111,177 Ha. as ofDecember 31,2010 and 133,040 Ha. as ofMarch 31,2011,9 and 

These 86,000 Ha. of WFOE purchased plantations are composed of approximately 84,000 Ha. of leases 
under Mandra and approximately 2,000 Ha. of standing timber l!nder SP. 

These 43,000 Ha. of WFOE planted plantations are composed ·approximately of 31,000 Ha. of leases under 
SW and approximately 12,000 Ha. of leases under SP. 

Composed of 106,446 Ha. ofBVI plantations and 4,731 Ha. ofWFOE planted plantations, of which 60,707 
Ha. were confirmed in the Hunan Forestry Entity Confirmation. This amount is, however, different from the 
total 60,696 Ha shown on the confirmation, which appears to arise from an addition error. 
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have acknowledged the issuance of existing confirmations issued to the Companrc as to 
certain rights, among other things, in respect of 113,058 Ha. as of December 31, 2010. 0 

Forestry bureau confirmations are not officially recognized documents and are not issued 
pursuant to a legislative mandate or, to the knowledge of the IC, a published policy. It 
appears they were issued at the request of the Company or its Suppliers. The confirmations 
are not title documents, in the Western sense of that term, although the IC believes they 
should be viewed as comfort indicating the relevant forestry bureau does not dispute SF's 
claims to the standing timber to which they relate and might provide comfort in case of 
disputes. The purchase contracts are the primary evidence of the Company's interest in 
timber assets. 

In the meetings with forestry bureaus, the IC Advisors did not obtain significant insight into 
the internal authorization or diligence processes undertaken by the forestry bureaus in issuing 
confirmations and, as reflected elsewhere in this report, the IC did not have visibility into or 
complete comfort regarding the methods by which those confirmations were obtained. It 
should be noted that several Suppliers observed that SF was more demanding than other 
buyers in requiring forestry bureau confirmations. 

Book Value of Timber 

Based on its review to date, the IC is satisfied that the book value of the BVIs timber assets of 
$2.476 billion reflected on its 2010 Financial Statements and of SP WFOE standing timber 
assets of$298.6 million reflected in its 2010 Financial Statements reflects the purchase prices 
for such assets as set out in the BVIs and WFOE standing timber purchase contracts reviewed 
by the IC Advisors. Further, the purchase prices for such BVIs timber assets have been 
reconciled to the Company's financial statements based on set-off documentation relating to 
such contracts that were reviewed by the IC. However, these comments are also subject to the 
conclusions set out above under "Timber Ownership" on title and other rights to plantation 
assets. 

The IC Advisors reviewed documentation acknowledging the execution of the set-off 
arrangements between Suppliers, the Company and Als for the 2006-2010 period. However, 
the IC Advisors were unable to review any documentation of Als or Suppliers which 
independently verified movements of cash in connection with such set-off arrangements 
between Suppliers, the Company and the Als used to settle purchase prices paid to Suppliers 
by Als on behalf of SF. We note also that the independent valuation referred to in Part Vlll 
below has not yet been completed. 

Revenue Reconciliation 

As reported in its First Interim Report, the IC has reconciled reported 20 I 0 total revenue to 
the sales prices in BVIs timber sales contracts, together with macro customer level data from 
other businesses. However, the IC was unable to review any documentation of Als or 
Suppliers which independently verified movements of cash in connection with set-off 

Composed of 128,309 Ha. of BVI plantations and 4,731 Ha. of WFOE planted plantations, of which 60,707 
Ha. were confirmed in the Hunan Forestry Entity Confirmation. This amount is however different from the 
total hectare of60,696 shown on the confirmation, which appears to arise from an addition error. 

1° Composed of90,905 Ha. ofBVI plantations and 22,153 Ha. ofWFOE planted plantations. 
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arrangements used to settle purchase prices paid, or sale proceeds received by, or on behalf of 
SF. 

Relationships 

• Yuda Wood: The IC is satisfied that Mr. Huang Rim is not currently an 
employee of the Company and that Yuda Wood is not a subsidiary of the 
Company. However, there is evidence suggesting close cooperation (including 
administrative assistance, possible payment of capital at the· time of 
establishment, joint control of certain of Yuda Wood's RMB bank accounts 
and .the numerous· emafis inoicaiing ~coordmailoii·o·t' funding and~ other busiriess 
activities). Management has explained these arrangements were mechanisms 
that allowed the Company to monitor its interest in the timber transactions. 
Further, Huang Ran (a Yuda Wood employee) has an ownership and/or 
directorship in a number of Suppliers (See Section VI.B). The IC Advisors 
have been introduced to persons identified as influential backers of Yuda 
Wood but were unable to determine the relationships, if any, of such persons 
with Yuda Wood, the Company or other Suppliers or Als. Management 
explanations of a number ofYuda Wood-related emails and answers to E&Y's 
questions are being reviewed by the IC and may not be capable of independent 
verification. 

• Other: The IC's review has identified other situations which require further 
review. These situations suggest that the Company may have close 
relationships with certain Suppliers, and certain Suppliers and. Als may have 
cross-ownership and other relationships with each other. The IC notes that in 
the interviews conducted by the IC with selected Als and Suppliers, all such 
parties represented that they were independent of SF. Management has very 
recently provided information and analysis intended to explain these situations. 
The IC is reviewing this material from Management and intends to report its 
findings in this regard in its final report to the Board. Some of such 
information and explanations may not be capable of independent verification. 

• Accounting Considerations: To the extent that any of SF's purchase and sale 
transactions are with related parties for accounting purposes, the value of these 
transactions as recorded on the books and records of the Company may be 
impacted. 

As reported in the IC's First Interim Report, as a precautionary measure, the IC requested that 
PwC confirm SF's cash balances. PwC did this as of June 13, 201 I for both China accounts 
and "offshore" accounts. A total of 293 accounts controlled by SF in Hong Kong were 
confrrmed, representing 1 00% of the expected cash position. There are a very significant 
number of accounts held by SF in China (in excess of 260) and the logistics and requirements 
of in-person/in-branch verification in that country led the IC to confirm only a portion of the 
China accounts (28 accounts, representing approximately 81% of the expected China cash 
position). The IC was satisfied that SF's expected cash position existed as at the date of the 
confirmation. The Board should be aware that at the time of the cash confirmation process, 
SF only updated the details of its cash position quarterly, so the confirmation results must be 
considered in that context. The IC has instituted certain additional controls over cash 
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movements in excess of $1 million held in SF Hong Kong bank accounts in order to provide 
the IC with some precautionary comfort during the examination process. Further, 
Management has advised that cash balances are now updated on a more frequent basis. See 
Part xrr. 

BVI Structure 

The BVI structure used by SF to purchase and sell standing timber assets could be challenged 
by the relevant Chinese authorities as the undertaking of "business activities" within China by 
foreign companies, which may only be undertaken by entities established within China with 
the requisite approvals. However, there is no clear definition of what constitutes "business 
activities" under Chinese law and there are different views among the IC's Chinese counsel 
and the Company's Chinese counsel as to whether the purchase and sale oftimber in China as 
undertaken by the BVls could be considered to constitute "business activities" within China. 
In the event that the relevant Chinese authorities consider the BVIs to be undertaking 
"business activities" within China, they may be required to cease such activities and could be 
subject to other regulatory action. As regularization of foreign businesses in China is an 
ongoing process, the government has in the past tended 'to allow foreign companies time to 
restructure their operations in accordance with regulatory requirements (the cost of which is 
uncertain), rather than enforcing the laws strictly and imposing penalties without notice. See 
Section Il.B.2. 
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C. Challenges 

Throughout its process, the IC has encountered numerous challenges in its attempts to 
implement a robust independent process which would yield reliable results. Among those 
challenges are the following: 

(a) Chinese Legal Regime for Forestry: 

• national laws- artd~policies-appear~not yet to be-implemented-aeallFlocal 
levels; 

• in practice, none of the local jurisdictions tested in which BVIs hold 
standing timber appears to have instituted a government registry and 
documentation system for the ownership of standing timber as distinct 
from a government registry system for the ownership of plantation land 
use rights; 

• the registration of plantation land use rights, the issue of Plantation 
Rights Certificates and the establishment ofregistries, is incomplete in 
some jurisdictions based on the information available to the IC; 

• as a result, title to standing timber, when not held in conjunction with a 
land use right, cannot be definitively proven by reference to a 
government maintained register; and 

• Sino-Forest has requested confirmations from forestry bureaus of its 
acquisition of timber holdings (excluding land leases) as additional 
evidence of ownership. Certain forestry bureaus and Suppliers have 
indicated the confirmation was beyond the typical diligence practice in 
China for acquisition of timber holdings. 

(b) Obtaining Information from Third Parties: For a variety of reasons, all of them 
outside the control of the IC, it is very difficult to obtain information from 
third parties in China. These reasons include the following: 

• many of the third parties from whom the IC wanted information (e.g., 
Als, Suppliers and forestry bureaus) are not compellable by the 
Company or Canadian legal processes; 

• third parties appeared to have concerns relating to disclosure of 
information regarding their operations that could become public or fall 
into the hands of Chinese government authorities: many third parties 
explained their reluctance to provide requested documentation and 
information as being "for tax reasons" but declined to elaborate; and 

• awareness of MW allegations, investigations and information gathering 
by the OSC and other parties, and court proceedings; while not often 
explicitly articulated, third parties had an awareness of the controversy 
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surrounding SF and a reluctance to be associated with any of these 
allegations or drawn into any of these processes. 

(c) Small Management Team: The Company has a very small executive 
management team and it is stretched by: 

(d) 

(e) 

• demands from the IC, the OSC and E&Y; 

• the placement on administrative leave in late August 2011 of certain 
members of Management by the Company, based upon the advice of 
BJ. These employees remained available to assist Management upon 
request on a supervised basis, which further stretched the remaining 
management; 

• the appointment of a new Chief Executive Officer part way through the 
IC process; and 

• the fact that Management is dispersed among Canada, Hong Kong and 
various parts of China. 

Cultural/Language/Geographic Issues: 

• vast majority of operational documents are in Chinese; 

• most Asia-based Management employees' first language is Chinese; 

• business practices in China and the SF business model: 

• 

• 

• rely heavily on personal relationships; and 

• · documentation of contractual arrangements is not as 
comprehensive as would be typical in Western jurisdictions, is 
often not done until after the transaction is agreed and is 
frequently incomplete; 

geographic and time distances for the North American-based teams; 

SF's operations in China are widely and remotely geographically 
dispersed, a number of plantations are close to sensitive border areas 
and some are accessible only by overland vehicle travel; and 

• public records in China are more limited than in Western jurisdictions 
and are often not complete, accessible, up to date or accurate. 

Corporate Governance/Operational Weaknesses: Management has asserted that 
business in China is based upon relationships. The IC and the IC Advisors 
have observed this through their efforts to obtain meetings with forestry 
bureaus, Suppliers and Als and their other experience in China. The 
importance of relationships appears to have resulted in dependence on a 
relatively small group of Management who are integral to maintaining 
customer relationships, negotiating and finalizing the purchase and sale of 

I 
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plantation fibre contracts and the settlement of accounts receivable and 
accounts payable associated with plantation fibre contracts. This concentration 
of authority or lack of segregation of duties has been previously disclosed by 
the Company as a control weakness. As a result and as disclosed in the 2010 
MD&A, senior Management in their ongoing evaluation of disclosure controls 
and procedures and internal controls over financial reporting, recognizing the 
disclosed weakness, determined that the design and controls were ineffective. 
The Chairman and Chief Financial Officer provided annual and quarterly 
certifications of their regulatory filings. Related to this weakness the following 

o •• ch(!l!~ng~s .J>r(!~~!!te9 JheJ!ls.~l.ve.~ Jn. tJlt:. e){aJl!!n~ation.~QY~Jh~ J<;:~ .a!lc! th~.JC 
Advisors: 

' • operational and administration systems that are generally not 
sophisticated having regard to the size and complexity of the 
Company's business and in relation to North American practices; 
including: 

• incomplete or inadequate record creation and retention 
practices; 

• contracts not maintained in a central location; 

• significant volumes of data maintained across multiple locations 
on decentralized servers; 

• data on some servers in China appearing to have been deleted 
on an irregular basis, and there is no back-up system; 

• no integrated accounting system: accounting data is not 
maintained on a single,· consolidated application, which can 
require extensive manual procedures to produce reports; and 

• a treasury function that was centralized for certain major 
financial accounts, but was not actively involved in the control 
or management of numerous local operations bank accounts; 

• no internal audit function although there is evidence the Company has 
undertaken and continues to assess its disclosure controls and 
procedures and internal controls over financial reporting using senior 
Management and independent control consultants; 

• SF employees conduct Company affairs from time to time using 
personal devices and non-corporate email addresses which have been 
observed to be shared across groups of staff and changed on a periodic 
and organized basis; this complicated and delayed the examination of 
email data by the IC Advisors; and 

• lack of full cooperation/openness in the ICs examination from certain 
members ofManagement. 

306 



!""""-~ 

ro 
·~ 
~ 

~ 
a; 

'1j 
·~ 
~ 

~ 
0 
u 
~ 
'1j 
a; 
bO 
a; 

!""""-~ 

·~ > 
·~ 
~ 

~ 

s- 12 

(f) Complexity, Lack of Visibility into. and Limitations of BVIs Model: The use 
of Als and Suppliers as an essential feature of the BVIs standing timber 
business model contributes to the lack of visibility into title documentation, 
cash movements and tax liability since cash settlement in respect of the BVIs 
standing timber transactions takes place outside of the Company's books. 

(g) Cooperation and openness of the Company's executives throughout the 
process: From the outset, the IC Advisors sought the full cooperation and 
support of Allen Chan and the executive management team. Initially, the 
executive management team appeared ill-prepared to address the IC's concerns 
in an organized fashion and there was perhaps a degree of culture shock as 
Management adjusted to the IC Advisors' examination. In any event, 
significant amounts of material information, particularly with respect to the 
relationship with Yuda Wood, interrelationships between Als and/or Suppliers, 
were not provided to the IC Advisors as requested. In late August 2011 on the 
instructions of the IC, interviews of Management were conducted by the IC 
Advisors in which documents evidencing these connections were put to the 
Management for explanation. As a result of these interviews (which were also 
attended by BJ) the Company placed certain members of Management on 

(h) 

administrative leave upon the advice of Company counsel. At the same time 
the OSC made allegations in the CTO of Management misconduct. 

Following the implementation of these administrative leaves and the 
subsequent appointment of Judson Martin as the new Chief Executive Officer 
of the company on August 26, 2011, the cooperation received by the IC 
Advisors from the Company improved significantly. As a result of Mr. 
Martin's direction, meetings have been arranged and held with Suppliers, AI's 
and additional forestry bureaus. In addition, as noted above, very recently, 
Management presented information regarding Als and Suppliers and 
relationships among the Company and such parties. The IC is reviewing this 
material from Management and intends to report its findings in this regard in 
its final report to the Board. 

Independence of the IC Process: The cooperation and collaboration of the IC 
with Management (operating under the direction of the new Chief Executive 
Officer) and with Company counsel in completing certain aspects of the IC's 
mandate has been noted by the OSC and by E&Y. Both have questioned the 
degree of independence of the IC from Management as a result of this 
interaction. The IC has explained the practical impediments to its work in the 
context ofthe distinct business culture (and associated issues of privacy) in the 
forestry sector in China in which the Company operates. Cooperation of third 
parties in Hong Kong and China, including employees, depends heavily on 
relationships and trust. As noted above, the Company's placing certain 
members of Management on administrative leave, as well as the OSC's 
allegations in the CTO, further hampered the IC's ability to conduct its 
process. As a result, the work of the IC was frequently done with the 
assistance of, or in reliance on, the new Chief Executive Officer and his 
Management team and Company counsel. Given that Mr. Martin was, in 
effect, selected by the IC and BJ was appointed in late June 2011, the IC 
concluded that, while not ideal, this was a practical and appropriate way to 
proceed in the circumstances. As evidenced by the increased number of 
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scheduled meetings with forestry bureaus, Suppliers and Als, and, very 
recently, the delivery to the IC of information regarding Als and Suppliers and 
relationships among the Company and such parties, it is acknowledged that 
Mr. Martin's involvement in the process has been beneficial. It is also 
acknowledged that in executing his role and assisting the IC he has had to rely 
on certain of the members of Management who had been placed on 
administrative leave. 
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This is Exhibit "r' mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
2012. 

ssioner, etc. 
Kalloghlian 
C #55557F) 
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BN Sino-Forest Truth May Never Be Known as Ardell Defends Founder 
Feb 13 2012 19:11:00 

By Christopher Danville and Steven Frank 
Feb. 14 (Bloomberg) -- Sino-Forest Corp. Chairman William 

Ardell says he found no sign of major fraud while overseeing an 
eight-month probe of the company. He also says a full account of 
the Chinese timber producer's activities and business ties may 
never be known. 

"There has been no material evidence provided that would 
indicate that there has been a major fraud," Ardell said in an 
interview~~ ''I ca~n' t~ oglve~~you a 100 percehC ogu~:ranUe cf.S~f6 
everything." 

Ardell led an independent committee of company directors 
charged with investigating allegations made by research company 
Muddy Waters LLC that Sino-Forest exaggerated its timber assets 
and operated a Ponzi scheme. The committee, which said in a 
report last month it may not be able to disprove some of the 
allegations, hasn't conclusively demonstrated that "there is 
timber there, and there is value there," Ardell said in the 
interview. 

Once the largest Chinese forestry company by market value, 
Sino-Forest has lost shareholders about C$3.3 billion ($3.3 
billion) since Muddy Waters published its report on June 2. 
Ardell and his colleagues are trying to pull the company out of 
a death spiral after its shares were suspended amid 
investigations by Canadian regulators and police, and Chief 
Executive Officer and founder Allen Chan stepped down. 

The plight of Hong Kong- and Mississauga, Ontario-based 
Sino-Forest and its shareholders also .has thrown a spotlight on 
contrasting Chinese and North American business practices. 
Ardell, 68, who spoke at his lawyer's office in Toronto on Feb. 
4 and in three separate phone interviews, says his challenge now 
is to convince investors, regulators and auditors that the 
company's lack of transparency doesn't diminish its underlying 
value. 

'Life Imploded' 

"I have a belief in the business," Ardell said. "I have 
a belief in Allen Chan." 

The first inkling Ardell had that his belief might be put 
to the test came the day Muddy Waters issued its report. 

"'Have you heard?'" Ardell recalls his wife, Sherry, 
asking him by phone just after he'd finished 18 holes at Lambton 
Golf & Country Club in Toronto. "'Sino-Forest is a fraud.'" 

"Life imploded at that point," Ardell said. 
Sino-Forest shares slumped as much as 25 percent before 

being suspended on the Toronto Stock Exchange. They tumbled 64 
percent the following day after trading resumed. Ardell, a 
Canadian who lives in Oakville, just outside Toronto, says he's 
spent four months in Hong Kong since then dealing with the 
fallout. 

'Unjustifiable Black Hole' 
~ - Your definitive source 

If you need help on the BLOOMBERG press the HELP key twice 
Copyright (c) 2012, Bloomberg, L. P. 
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BN Sino-Forest Truth May Never Be Known as Ardell Defends Founder 
Feb 13 2012 19:11:00 

Ardell started his career in accountancy and rose to become 
CEO of Southam Inc., once Canada's largest newspaper publisher, 
which was acquired in 1996 by Hollinger International Inc., the 
media company whose chairman and CEO at the time was Conrad 
Black. 

He joined Sino-Forest as a director in 2010 and was 
appointed chairman in August to replace Chan, who resigned after 
the Ontario Securities Commission halted the stock_pending an 
investigation. 
- --Sino..:. Forest'- s structure makes do-cUmenting~its asse-fs and 

revenues difficult, according to Ardell. About 80 percent of its 
timber assets measured by value are held by subsidiaries based 
in the British Virgin Islands. Those units use suppliers and 
what the company calls "authorized intermediaries" in China to 
buy and sell timber and plantation harvesting rights. 

The so-called BVI model and its use of intermediaries is 
"an unjustifiable black hole" that's been used to fabricate 
sales, avoid taxes and overstate the company's timber holdings, 
Muddy Waters said in its report. 

Cash Flow 

Ardell says the structure was put in place in the late 
1990s to deal with rules barring foreign companies from leasing 
timberland and repatriating forestry profits. 

With its profits marooned in China, Sino-Forest reinvested 
the money in more timberland while using some proceeds from 
sales of bonds and shares to cover operating costs, according to 
Ardell. 

While it was the only way to organize the company, it meant 
"you can't see the cash move," he said. Ardell also says that 
helps explain why Sino-Forest doesn't have positive free cash 
flow or pay a dividend, both factors cited by Muddy Waters as 
evidence the company is a Ponzi scheme. 

Since 2004, the company has been able to structure its 
Chinese units as so-called Wholly Foreign Owned Enterprises, 
which allows them to lease timberland and repatriate money, 
Ardell says. While Sino-Forest plans eventually to switch to 
this model entirely instead of the BVI structure, the timing 
isn't certain, he says. 

No Maps 

One of the few ways Sino-Forest can prove its ownership of 
standing timber is through purchase contracts negotiated with 
Chinese villages, communes and other leaseholders, Ardell says. 
Because they don't infer title to land, the contracts aren't 
registered with local government forestry bureaus, he says. 

"There just isn't a central registry for sales and 
purchases of standing timber, and there wouldn't be in North 
America either," Ardell said. 

What's more, Sino-Forest doesn't retain complete maps of 
some of its timber holdings because "there is a sensitivity in 

llo<M1~ - Your definitive source 
If you need help on the BLOOMBERG press the HELP key twice 

Copyright (c) 2012, Bloomberg, L. P. 
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the Chinese government about maps being held by foreign
controlled companies," Ardell said. 

The independent committee, aided by PricewaterhouseCoopers 
LLP, spent $50 million on its investigation and reviewed more 
than 1.5 million documents, according to Ardell. It was hindered 
by a lack of cooperation from many of the suppliers and 
intermediaries involved in the BVI transactions, Ardell says. 

Cash Holdings 

"All of a sudden a lot doors closed very quickly" 
following the Muddy Waters report, he said. 

A lack of documentation relating to corporate relationships 
was due partly to a lack of adequate internal controls and also 
to Chinese business practices, he says. 

"The Chinese generally aren't as meticulous at record
keeping as in the West because so much of the business is based 
on personal relationships," said John Evans, a retired senior 
partner at Osler Hoskin & Harcourt LLP in Toronto who has known 
Ardell for more than 20 years. "A lack of documentation is very 
common in China." 

The committee said in its final report published Jan. 31 
that it wasn't able to confirm the existence of all the 
company's timber and cash holdings in China, or the full scope 
of Sino-Forest's relationships with its suppliers. 

Bondholder Accord 

"You can't spend that much time, money and witness 
managements' interference with your investigation and reasonably 
conclude that the fraud charges had no merit," Carson Block, a 
short seller and Muddy Waters founder, said Feb. 4 in a 
telephone interview. 

Ardell says management hasn't interfered in the 
investigation. 

After missing an interest payment on its 2016 convertible 
bonds in December, Sino-Forest reached an accord last month with 
a group of bondholders, in return ceding them a degree of 
control over its affairs. A restructuring committee is working 
to write a new plan for the company and deliver its report to 
bondholders by March 31. 

Ardell says he's sticking with the company and continues to 
assist the Ontario Securities Commission and Royal Canadian 
Mounted Police investigations. Sino-Forest has commissioned two 
consulting companies to independently evaluate its holdings, 
which according to its website cover about 894,200 hectares 
(3,452 square miles) in China, an area about three times the 
size of Rhode Island. 

"If I can demonstrate ownership, existence and value, the 
rest of it all goes away," Ardell said. "That's basically what 
the business is: Ownership and value." 

For Related News and Information: 
Sino-Forest news: TRE CN <Equity> CN BN <GO> 
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Sino-Forest Announces Resignation of Auditor 

TORONTO, CANADA- April 5, 2012- Sino-Forest Corporation ("Sino-Forest" or the 
"Company"1~(=fSX:TRE)-announced today ~that-Ernst & 'foung U .. P- ("E&¥'~)-has notified 
the Company that it has resigned as the Company's auditor effective April 4, 2012. In 
its resignation letter to the Company, E&Y noted that the Company had not prepared 
December 31, 2011 consolidated financial statements f,or audit and that, in the 
Company's March 30, 2012 filing under the Companies' Creditors Arrangement Act, 
Sino-Forest said that it remained unable to satisfactorily address outstanding issues in 
relation to its 2011 annual financial statements. 

Sino-Forest intends to issue a press release containing the information required by 
National Instrument 51-102 ("NI-51-102") with respect to E&Y's resignation. Such press 
release will be issued within the time period prescribed by Nl-51-102. Additional 
information with respect to the resignation of E& Y also will be available under the 
Company's profile on SEDAR at www.sedar.com in the form of reporting package 
required to be filed by the Company pursuant to Nl -51-102. 

About Sino-Forest Corporation 
Sino-Forest Corporation is a leading commercial forest plantation operator in China. Its principal 
businesses include the ownership and management of tree plantations, the sale of standing timber and 
wood logs, and the complementary manufacturing of downstream engineered-wood products. Sino
Forest also holds a majority interest in Greenheart Group Limited (HKSE:00094), a Hong-Kong listed 
investment holding company With assets in Suriname (South America) and New Zealand and involved in 
sustainable harvesting, processing and sales of its logs and lumber to China and other markets around 
the world. Sino-Forest's common shares have been listed on the Toronto Stock Exchange under the 
symbol TRE since 1995. Learn more at www.sinoforest.com. 

No stock exchange or regulatory authority has approved or disapproved of information contained herein. This news release contains 
forward-looking information within the meaning of applicable securities laws. The forward looking statements expressed or implied 
by this news release are subject to important risks and uncertainties. When used in this news release, the words "intends", 
"expects", and "will" and similar expressions are intended to identify forward-looking statements, although not all forward-looking 
statements contain such words. Forward-looking statements are based on estimates and assumptions made by the Company in 
light of its experience and its perception of historical trends, current conditions and expected future developments, as well as other 
factors that the Company believes are appropriate in the circumstances. The results or events predicted in these statements may 
differ materially from actual results or events and are not guarantees of future performance of Sino-Forest Factors which could 
cause results or events to differ from current expectations include, among other things: actions taken by noteholders. other lenders, 
other creditors, shareholders, regulators, governmental agencies and other stakeholders to enforce their rights; the outcome of 
examinations currently underway by law enforcement. securities regulatory authorities; the outcome of class action or other 
proceedings which have been or may in future be initiated against the Company; the accuracy and outcome of the results of tree 
asset testing undertaken by the Company; our reliance on key employees; our ability to acquire rights to additional standing timber; 
our ability to meet our expected plantation yields; the cyclical nature of the forest products industry and price fluctuation in and the 
demand and supply of logs; our reliance on the relationship with local plantation land owners and/or plantation land use rights 
holders, authorized intermediaries, key customers, suppliers and third party service providers; our ability to operate our production 
facilities on a profitable basis; changes in currency exchange rates and interest rates; the evaluation of our provision for income and 
related taxes; economic, political and social conditions and government policy in China, the Republic of Suriname and New Zealand, 
and stock market volatility; and other factors not currently viewed as material that could cause actual results to differ materially from 
those described in the forwarding-looking statements. For additional information with respect to certain of these and other factors, 
see the reports filed by Sino-Forest Corporation with applicable Canadian securities administrators. Sino-Forest Corporation 
disclaims any intention or obligation to update or revise any forward-looking statements, whether as a result of new information, 
future events or otherwise, except as required by law. 
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FOR INVESTOR INQUIRIES PLEASE CONTACT: 
BRUNSWICK GROUP LIMITED 
Tel:+ 1 646 625 7452 

FOR MEDIA INQUIRIES PLEASE CONTACT: 
BRUNSWICK GROUP LIMITED 
Email: sinoforest@brunswickgroup.com 
NewJ()rk~ 

~ ~- ~ = ~- - ~ -- . _fi()~9~Ko11g 
Stan Neve Tim Payne 
Tel: +1 212 333 3810 Cindy Leggett-Flynn 

Tel: +852 3512 5000 
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SINO-FOREST CONFIRMS ONTARIO SECURITIES COMMISSION 
INVESTIGATION 

TORONTO, CANADA, June 8, 2011 - Sino-Forest Corporation (TSX: TRE) ("Sino-Forest" or the 
"Company"), a leading commercial forest plantation operator in China, today confirmed that the Ontario 
~securities Commission (~OSC") has~opened, an, investigation. ~The Company expected~the OSC~to, take 
this step given its responsibility as the public regulator and the recent unusual trading activity and volatility 
in Sino-Forest's stock price and the allegations contained in Muddy Waters' report. The Company 
welcomes the OSC initiative and believes that the issues the OSC will seek to address will be consistent 
with the investigation commenced by an Independent Committee of the Board of Directors. 

The Company has also formally requested that the Toronto Stock Exchange and the Investment Industry 
Regulatory Organization of Canada investigate the trading of the Company's shares by Muddy Waters, 
LLC and its principal Carson Block and anyone associated with these persons in advance of the issuance 
of the Muddy Waters' report. 

The Company also intends to request an investigation by the Singapore Exchange Ltd in respect to the 
trading of the Company's bonds. 

About Sino-Forest Corporation 
Sino-Forest Corporation is a leading commercial forest plantation operator in China. Its principal businesses include 
the ownership and management of tree plantations, the sale of standing timber and wood logs, and the 
complementary manufacturing of downstream engineered-wood products. Sino-Forest also holds a majority interest 
in Greenheart Group Limited, a Hong Kong-listed investment holding company (HKSE: 00094) with operations based 
in Suriname, South America and New Zealand, which is involved in responsible and sustainable log harvesting, 
lumber processing and sales and marketing of logs and lumber products to China and other countries around the 
world. Sino-Forest's common shares have been listed on the Toronto Stock Exchange under the symbol TRE since 
1995. Learn more at www.sinoforest.com. 

FOR FURTHER INFORMATION PLEASE CONTACT: 

SINO-FOREST CORPORATION 
Toronto 
Dave Horsley 
- Senior Vice President & Chief Financial Officer 
Tel: +905 281 8889 
Email: davehorsley@sinoforest.com 

BRUNSWICK GROUP LIMITED 
Email: sinoforest@brunswickgroup.com 
New York 
Cindy Leggett-Flynn 
Stan Neve de Mevergnies 
Tel: +1 212 333 3810 

Hong Kong 
Louisa Wong 
- Senior Manager, Investor Communications & Relations 
Tel: +852 2514 2109 
Email: louisa-wong@sinoforest. com 

Hong Kong 
Tim Payne 
Joseph Lo 
Tel: +852 3512 5000 
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CP 55, 19e etage Ontario 
Securities 
Commission 

Commission des 
valeurs mobilieres 
de !'Ontario 

P.O. Box 55, 19th Floor 
20 Queen Street West 
Toronto ON M5H 3S8 

20, rue queen ouest 
Toronto ON M5H 3S8 

Ontario 

IN THE MATTER OF THE SECURITIES ACT 
R.S.0.1990, c.s.s,as amended 

-and-

IN THE MATTER OF 
SINO-FOREST CORPORATION, ALLEN CHAN, ALBERT IP, ALFRED C.T. HUNG, 

GEORGE HO AND SIMON YEUNG 

TEMPORARY 0 R DE R 

(Section 127(1) & (5)) 

WHEREAS it appears to the Ontario Securities Commission (the "Commission") that: 

1. Sino-Forest Corporation ("Sino-Forest") is a publicly traded Canadian company and a 
"reporting issuer" in Ontario and other provinces, as that term is defined in section 1(1) of the 
Securities Act, R.S.O. 1990, c. S.5, as amended (the "Act"); 

2. Allen Chan ("Chan") is Chairman and Chief Executive Officer ("CEO") of Sino-Forest; 

3. Albert lp ("Ip") is the Senior Vice President Development and Operations North-East and 
South-West China of Sino-Forest; 

4. Alfred C.T. Hung ("Hung") is Vice-President Corporate Planning and Banking of Sino-Forest; 

5. George Ho ("Ho") is Vice-President Finance of Sino-Forest; 

6. Simon Yeung ("Yeung") is Vice President - Operation within the Operation I Project 
Management group of Sino-Panel (Asia) Inc., a subsidiary of Sino-Forest ("Yeung"); 

7. Since 2003, Sino-Forest has raised approximately $2.986 billion from public investment 
and/or debt securities issues including four public offerings between 2004 and 2009 which 
approximately raised $1.05 billion; 

8. Sino-Forest has over 150 subsidiaries, the majority of which are registered in the British 
Virgin Islands and Peoples Republic of China ("PRC"); 



9. Sino-Forest's operations are predominately in the PRC and its management has offices in 
Hong Kong primarily and also in the PRC and Ontario; 

10. Staff of the Commission is conducting an investigation into the activities and business of 
Sino-Forest and its subsidiaries and their management; 

11. The Independent Committee of Sino-Forest has also been conducting an investigation into 
the activities and business of Sino-Forest and its subsidiaries and their management. As a result, 
Sino-Forest has recently suspended Ho, Hung, and Yeung temporarily and curtailed lp's duties 
and responsibilities. 

12. Sino-Forest, through its subsidiaries, appears to have engaged in significant non-arm's length 
transactions which may have been contrary to Ontario securities laws and the public interest; 

13. Sino-Forest and certain of its officers and directors appear to have misrepresented some of its 
revenue and/or exaggerated some of its timber holdings by providing information to the public in 
documents required to be filed or furnished under Ontario securities Jaws which may have been 
false or misleading in a material respect contrary to section 122 or 126.2 of the Act and contrary 
to the public interest; 

14. Sino-Forest and certain of its officers and directors including Chan appear to be engaging or 
participating in acts, practices or a course of conduct related to its securities which it and/or they 
know or reasonably ought to know perpetuate a fraud on any person or company contrary to 
section 126.1 of the Act and contrary to the public interest; 

AND WHEREAS, the Commission is of the opinion that the time required to conclude a 
hearing could be prejudicial to the public interest as set out in section 127(5) of the Act;. 

AND WHEREAS the Commission considers it to be in the public interest to make this 
order; 

AND WHEREAS by Authorization Order made July 14, 2011, pursuant to subsection 
3.5(3) of the Act, each of Howard I. Wetston, James E. A. Turner, Kevin J. Kelly, James D. 
Carnwath, Mary G. Condon, Paulette L. Kennedy, Vern Krishna, Christopher Portner and 
Edward P. Kerwin, acting alone, is authorized, to exercise the powers of the Commission under 
the Act, subject to subsection 3 .5( 4) of the Act, to make orders under section 17 of the Act. 

IT IS HEREBY ORDERED that, pursuant to clause 2 of section 127(1) ofthe Act that 
all trading in the securities of Sino-Forest shall cease; 

IT IS FURTHER ORDERED that pursuant to clauses 7 and 8 of section 127(1) of the 
Act that Chan, Ip, Hung, Ho and Yeung resign any and all positions that they hold as a director 
or officer of Sino-Forest or any other registrant and that they are prohibited from becoming or 
acting as director or officer of an issuer; 
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IT IS FURTHER ORDERED that pursuant to clause 2 of section 127(1) ofthe Act that 
all trading by Chan, lp, Hung, Ho and Yeung in securities shall cease; 

IT IS FURTHER ORDERED that, pursuant to section 127(6) of the Act that this order 
shall take effect immediately and shall expire on the fifteenth day after its making unless 
extended by order of the Commission. 

DA'fED at Torontoothis-26th"day of August,-201 L 

"Howard Wetston" 

Howard Wetston, Chair 
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MANAGEMENT I SINO-FOREST CORPORATION 

ABOUT US OPERATIONS INVESTOR RELATIONS 

MANAGEMENT 
Sino-Forest's mission IS to profitably supply quality, wood-based products, in a 
sus lain able and socially responsible manner. 

Page 1 of3 

324 

HOME I SITE MAP I CONTAcr US 

NEWS EI'IVIRONMENT 

Sino-Forest Is managed by a team of highly qualified executives with extensive experiences In the forestry sector and other Industries. 

Directors and Officers 

Officers 

William (Bill} E. Ardell 
Chairman, Toronto 

Appointed as Chairman on August 28, 
2011; Lead Director from 2010; previously 
President & CEO and a director of Southam 
Inc. Bill was director for a number of 
public and private sectors, Including not
for-profit organizations, serving in varying 
capacities as Chairman, Director, or 
member of the board committees. He 
began his career with Touche Ross in 
Montreal. 

Kal Kit (K.K.) Poon 
President, Hong Kong 

Director from 1994 to 2009; co-founder of 
Sino-Forest In 1992; previously worked 
fifteen years with Guangdong Forestry 
Bureau as engineer engaged In forest 
product trading and manufacturing. 

David J. Horsley, CA, CBV, CF, C.Dir 
Senior Vice President and Chief Financial 
Officer, Toronto 

Senior VIce President and Chief Financial 
Officer since 2005; member of the Board 
from 2004 - 2006; former member of 
audit, compensation and corporate 
governance committees; Senior VIce 
President and CFO, Cygnal Technologies 
Corporation; previously Senior VIce 
President and Corporate Secretary, 
canadian General Capital Umlted. 

http ://www.sinoforest.com/management.asp 

W. Judson Martin 
Vice-Chairman and Chief Executive Officer, 
Hong Kong 

VIce-chairman from 2010 and was 
appointed as CEO on August 28, 2011; 
prior to joining Sino-Forest's management 
team, Mr. Martin was Lead Director of the 
Board since 2007 and was Director since 
2006; previously Senior Executive Vice 
President & Chief Financial Officer, Alliance 
Atlantis Communications Inc., Senior EVP, 
CFO & Chief Operating Officer, MDC · 
Communications Corporation, President & 
CEO, Trllon Securities Corporation, EVP & 
CFO, Brookfield Development Corporation, 
VIce President Finance and Treasurer, 
Trizec Corporation Ltd. 

4111/2012 
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MANAGEMENT I SINO-FOREST CORPORATION 

Other Executives 

Hua Chen, MBA 
Senior Vice President, Administration & 
Finance, China 

Joined Sino-Forest In 2002; previously 
board chair of Suzhou New-Development 
Area Economic Development Group, and 
managed large corporations and gained 
access to capital markets In China. 

George Ho 
0 Vice President, Financeo(Ch/na),- Hong 
Kong 

joined Sino-Forest In 2007; previously 
worked extensively In the auditing, 
accounting and consulting field for more 
than 13 years with several years of 
experience as CFO of a merchant bank's 
China operations. 

Thomas M. Maradln 
Vice-President, Finance (Corporate) 

Joined Sino-Forest In 2005; previously 
worked fllie years for several multi
national corporations In financial reporting 
and Internal control, regulatory compliance 
and system upgrading; previously worked 
fifteen years for Ernst So. Young LlP, 
providing professional services In audit, 
taxation, risk management, strategic and 
business planning. 

Independent Directors 

James (Jamie) M.E. Hyde, CA, C.Dir 
Toronto 

Director since 2004; previously VIce 
President, Finance and Chief Flnandal 
Officer, GSW Inc., Executive VIce President 
and Chief Financial Officer, Resolve 
Business Outsourcing Income Fund, 
Former Partner, Ernst&. Young LLP, where 
he provided for 24 years a board range of 
professional services to public and private 
companies. · 

Simon Murray, CBE 
Hong Kong 

Director since 1999; Chairman, GEMS 
(General Enterprise Management Services 
(International) Umlted); thirty-five years 
In Asia; previously Executive Chairman, 
Asia Pacific, Deutsche Bank Group, 
Independent non-executive director of a 
number of listed companies In HKG 
including Cheung Kong (Holdings} ltd., 
Orient Overseas (Int'l) Ltd., Wing Tal 
Properties ltd., and non-executive director 
of Greenheart Group ltd. 

Garry J. West 

http:/ /www.sinoforest.com/management.asp 

Page 2 of3 

Wei Mao Zhao 
Senior Vice President, Development & 
Operations, South & East China 

Joined Sino-Forest In 2002; previously 
General Manager, Everbrlght Group Corp. 
with extensive experience In wood product 
manufacturing and knowledge of 
International wood material markets. 

Alfred C.T. Hung, CFA, FRM, MSc 
Finance 
Vice President, Corporate Planning and 
Banking, Hong Kong 

Joined Sino-Forest in 1999; previously 
gained nine years experience In 
Investment research and management for 
several International firms. 

Edmund Mak, MBA 
Vancouver 

Director since 1994; Associate Broker, 
Royal Pacific Realty Corporation; over 
thirty years with public, multi-national and 
private corporations In North America and 
Hong Kong, In the real estate, computer 
and high technology equipment, 
transportation, construction, oil & gas, 
textile and China trade Industries. 

Peter Wang 
Hong Kong 

Director since 2007; Senior Commercial 
Consultant of Zljlng Copper of Zljlng 
Mining Group, a HKG-Iisted company; has 
over 30 years experience In Sino-foreign 
business affairs, predominantly related to 
petrochemical and mining Industries, as 
well as wood-based panel Industries. 

4/1112012 
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MANAGEMENT I SINO-FOREST CORPORATION Page 3 of3 

Toronto 

Joined the Board In February 2011; former 
Partner at Ernst&. Young; With 35 years of 
extensive financial experience Including 
auditing, corporate restructuring, public 
flnanclngs and strategic planning 
Initiatives for a number of major 
organizations; Director and Chair of the 
Audit Committee for two other TSX·IIsted 
companies; Fellow of the Ontario Institute 
Chartered Accountants. 

Founding Chairman Emeritus 

Printer Friendly Page@ 

Allen T.V. Chan 
Founding Chairman Emeritus, Hong .Kong 

Co-founded Sino-Forest In 1992, Chairman 
&. CEO from 1994 to 2011; over twelve 
years experience In project management 
and financing In China; management 
consultant and project manager In China; 
previously worked for Hong Kong 
government In new town development and 
management programs. 

http://www.sinoforest.com/management.asp 

Corporate citizenship roles 
In 2008, Mr. Chan was appointed to join the Jlangxl 
Standing Committee of the Tenth Session of the Chinese 
People's Political Consultative Conference (•CPPCC"). 
CPPCC's government and non-government members discuss 
Chinese policies and principles. Its role and powers are 
somewhat analogous to an advisory legislative upper house. 
Also in 2008, Mr. Chan was appointed as Council Member of 
Renmln University of China ("RUC", also known as the 
People's University of China) for a three-ye!ar term. 

4/11/2012 
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Breaking News, Business News, Financial and Investing News & More I Reuters.co.uk Page 1 of2 

" Print 

This copy is for your personal, non-commercial use only. 

Sino-Forest pitches debt-equity swap as last resort 
Wed, Apr 4 2012 · 

• Shareholders, court cases may pose more problems for scandal-hit Chinese company 

By Jonathan Rogers 

SINGAPORE. April 4 (IFR) -Scandal-ravaged Chinese timber company Sino-Forest is racing against time to convince bondholders 
to accept a debt-t~quity swap in a bid to salvage the remnants of its business. 

·. Th~ ro~p~ny.said holderS of 40% of itS US$f.Bbn ofoutitanding notes hacfalready siQn.ed I.Jp to a plan that will give trienf control 
of Sino-Foresfs assets through a new holding company, pressuring the remaining holders to sign up by mid-May. 

"The business in the PRC continues to deteriorate with every passing day," said Judson Martin, chiefexecutive of Sino-Forest Corp 
(SFC), in a sworn affidavit submitted during the March 30 hearing. 

"It has become clear( ... ) that the Sino-Forest business needs to be separated from the cloud that continues to hang over SFC if 
there is any future for that business (and thus value for SFC's stakeholders) to be preserved." · 

The Ontario Superior Court last Friday declared Toronto-listed Sino-Forest insolvent and granted it protection from its creditors 
while it thrashes out debt restructuring terms. 

Court filings painted a tragic picture of a company that has lost access to the capital it needs to pay its suppliers in the wake of last 
June's allegations of fraud by research firm Muddy Waters. 

Martin said the allegations have had a "catastrophic negative impact on Sino-Forest's business activities", stressing the urgent 
need for action. 

But restructuring experts poured cold water on hopes of any swift resolution as unrealistic. 

A Singapore debt restructuring expert described the debt restructuring proposal as a "piped ream" and suggested that any 
turnaround of the company was doomed to failure as it faces a barrage of class action suits from its equity and debt holders in the 
Canadian and US courts. · 

He predicted that Sino-Forest would struggle to get court approval to sell the assets. This is because the court must decide to 
"liquidate the claims" against Sino-Forest in the eight class action suits currently filed against the company. 

Meanwhile, Richard Chandler Corporation, which owns 19.49% of the company, has hired its own team of advisers under Asian 
timber industry expert David Walker to prepare a radical corporate restructuring of Sino-Forest, potentially lining up a rival plan to 
protect the value of his equity stake. 

Debt-for-equity swap 

US-based restructuring adviser Houlihan Lokey has proposed a debt for equity swap in which the US$1.8bn of outstanding debt will 
be swapped into the equity of a new holdco which will own Sino-Forest's assets. The equity in the new company will be paid out of 
asset sales. A 66.66% quorum of the noteholders is required for the plan to go through, with a May 15 early bird deadline set. 

Those tendering consent before that date will receive a consideration of an additional 7.5% of the newco stock plus a further 3% in 
cash received from asset sales. Houlihan is also soliciting offers from third party buyers to purchase Sino-Forest's assets. 

Tinding a buyer will be less than straightforward, at least if the lack of full disclosure from the company thus far is anything to go by. 
According to documents filed by FTI Consulting, which is monitoring Sino-Forest's operations, the company has cash of just 
US$70.5m-equivalent, versus US$899m as of June 30, 2011. 

"Sino-Forest's operations are now operating on a significant bum as they are being pressured to continue to honour payables while 
collecting minimal receivables and failing to generate significant new sales" said FTI in a filing. 

Should the proposed plan win approval, bondholders will own 92.5% of the newco's stock plus a new secured bond. Proceeds from 
asset sales will be distributed as follows: coupons plus accrued interest up to March 31, a cash payment on the outstanding paper 
involving an 18% haircut, cash paid to early bird tenderers and then the remainder to equity holders. Some US$20m of the 
company's capital will be set aside in a litigation trust to fund a US$4bn suit against the research firm that first accused Sino-Forest 
of fraud last year. 

Sino-Forest claims that a research note put out by Muddy Waters last June was defamatory and is claiming damages and a share 
of the profits it claims Muddy Water's owner and self-styled "head of research" Carson Block made through short positions held in 
Sino-Forest stock prior to the publication of the report. 

Sino-Forest stock was suspended on the Toronto exchange last August amid fraud allegations against Allen Chan, the company's 
founder, and other senior management. Following the Muddy Waters report publication Sino-Forest's stock collapsed, wiping out 
more than US$3.3bn of shareholders' equity. The Ontario Securities Commission in January extended a "cease-trade" order on the 
stock to April16. 

Good money after bad? 

Richard Chandler, the Singapore-based billionaire behind the eponymous fund, faces heavy dilution should the debt for equity swap 
go ahead. The company is rumoured to have been buying up Sino-Forest bonds over the past few weeks, but in order to retain a 
19.5% shareholding in the newco the Richard Chandler Corporation would need to control note with a principal value totalling 
US$351m. 
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Even at distressed prices, that would require a significant outlay. The due 2017 dollar bonds were offered at around 25 cents on the 
dollar fast week, suggesting Richard Chandler would need to stump up another US$85m. 

"You're not going to be able to buy that kind of size in Sino-Foresrs paper in the open market. Investors with big positions will be 
holding out for the restructuring rather than taking a big capital loss by selling at a deep discount. And from the Richard Chandler 
Corporation's point of view, investing more to retain your equity holding level looks like throwing good money after bad," said a 
regional syndicate banker. 

Richard Chandler could not be reached for comment. 

Whatever the case, market observers expect the saga to drag on, perhaps taking a couple of years to be formally resolved, despite 
the tight deadline aspirations of Houlihan Lokey's plan. 

Sino-Foresfs outstanding obligations include US$399.2m of 10.25% senior notes due 2014, US$600m of 6.25% senior notes due 
2017 and two classes of convertible bonds. It has issued US$345m of 5% CBs due 2013 and US$460m of 4.25% CBs due 2016. 
(Reporting by Jonathan Rogers, editing_ by Steve Garton. IFR Asia) 

©Thomson Reuters 2011. All rights reserved. Users may download and print extracts of content from this website for their own 
personal and non-commercial use only. Republication or redistribution of Thomson Reuters content, including by framing or similar 
means, is expressly prohibited without the prior written consent of Thomson Reuters. Thomson Reuters and its logo are registered 
trademarks or trademarks of the Thomson Reuters group of companies around the world. 

Thomson Reuters journalists are subject to an Editorial Handbook which requires fair presentation and disclosure of relevant 
interests. 

This copy is for your personal. non-commercial use only. 

http://uk.reuters.com/assets/print?aid=UKL6E8F 416020120404 4/10/2012 
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of Daniel E. H. Bach, sworn 
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What's next for 
Bank of America? 

We are transforming our company
making Bank of America simpler, more transparent, 

easier to do business with and focused on 
serving the needs of our customers and clients. 
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Bank of America Corporation - Financial Highlights 

Bank of America Corporation (NYSE: BAC} is headquartered in Charlotte, N.C. As of December 31, 2011, we operated in all 50 states, 
the District of Columbia and more than 40 countries. Through our banking and various non-banking subsidiaries throughout the United 
States and in selected International markets, we provide a diversified range of banking and non-baniUng financial services and products 
through six business segments: Deposits, Card Services, Consumer Real Estate Services, Global Commercial Banking, Global Banking & 
Markets and Global Wealth & Investment Management. Bank of America is a member of the Dow Jones Industrial Average. 

Financial Highlights iin mill•ons. ex~ept ~1er snare infomlatJO!lJ 

For the year 2011 2010 2009 

Revenue, net ol interest expense (FTE basis)' $ 94.426 $ 111,390 $ 120,944 

Net income Closs) 1,446 (2.238) 6,276 

Net income. excluding goodwill impairment charges' 4,630 10.162 n/a 
Earnings (loss) per common share 0.01 (0.37) {0.29) 

Diluted earnings {loss) per common share 0.01 (0.37! (0.29) 

Diluted earnings per common share, excluding goodwill impairment charges~ 0.32 0.86 nja 
Dividends paid peo common share 0.04 0.04 0.04 

Retuo n on average assets 0.06% n/rn 0.26% 

Return on average tangible sharet1olders equity' 0.96 ll/111 4.18 

Efficiency ratio (FTE basis)1 85.01 74.61 55.16 
Average diluted common shares issued and outstanding 10,255 9,790 7,729 

At year~nd 2011 20J.O 2009 

Total loans and lea>;eS $ 926,200 $ 940.440 $ 900.128 

Total assets 2,129,046 2,264.909 2,230.232 

Total deposits 1,033.041 1,010.430 991.611 

Total shareholders' equity 230,101 228.248 231.444 

· Book value -per common share 20.09 20.99 21.48 

Tangible book value per common share3 12.95 12.98 11.94 

Market price per common share 5.56 13.34 15.06 

Common shares issued and outstanding 10,536 10,085 8,650 

Tier 1 common capital ratio 9.86% 8.60% 7.81~.:" 

Tangible common equity ratio3 6.64 5.99 5.56 

I Fully tax.atJle·eqwvalent <FTEJ basis. return on average tangible snareholders' equity ancJ the efflciP.ncy ratios are non·G.4AP financial rneasures. For t\dOitional infom1ation on 
lhese rneasures and rr:'ltios <3nd a corresponding reconC'iliatlon to GAAP financial meas.ur.as, see StJpplt:"'!mer.tal Financial Data on page. :12 and StatJstlcal Taole x:v In the 2011 
Fmanc1<JI Review section. 

:~. Net in~.~ome (loss) and dilute<1 earnings per" Cl"~P1mon share rat1os have been calculat.:!d p;<.~ludlng ttte impuct of goodwill irnpcurment cnarges of $3.2 billion in 2011 and 
$12.4 nilllon tn 2010. and accort1111gly, tilese or~ non-GAAP financial n,easuros. Fvr adtlllional inhirmation on tl1ese> lnE'.:tSllr€5 ana ratios and a corre'3p011dtng reconciliat11..11l to 
GAr\P ftnant..:ial measures. see Supplemental Financial Data on page 32 ana Stat1sticill TatJle XV in1he 2011 Fi:Mncial Revle\\- section. 

~Tangible book vai:.Je l)er sh21re of commor. ~tock and tangible common equity r..:ttio are n\)tl-GA.-\P finar1Cial 1nt>aswes. For adaitrOflr.tl into,mation t"ln ttH~5e measl.lres ,.·md ratios 
c:lrHl ~i co1re~p:ona.ng recon..:lliatlon to GAAP b1aru;ldl mt:asures. <:>e~ SuppJernentat !-i!li:::lhCral Dat.:l on p:1g1: ~~:: .3Pd ~t:t:lliSliCtJI rat)ie XV in Hte :.:.i.}ll 1-inauct<JI Hevtr::>W sectl(Jn. 

fr/~'l"""fWt i11Jf.llicahle: n;'m =:not tnt:artillgiul 

Total Cumulative Shareholder Return4 

$120 

$100 

$SO 

$60 

$40 

$20 

$0 

)i){)l) ::007 200!< ?G1m ?OV_1 20ll 

r.~~~r-•11::-e· :;: :~~KH:i zen:: :~Q(!~ ]~•i19 ':i':lf.\ 2011. 

---
SA•: P.:.NI\ GF AMF.Iflfl\ C(HlP(';HA T:nN $.10() $81 $311 $32 $79 $12 

•• -jPX Sf~!~ :-•Y.' c:-=\-4~ $:1(liJ $105 $157 $1'<4 $97 $99 

---
s~;.; k.&W 6ANK I-\ ::lEX $100 $?8 $41 $41 $50 $38 

-l This g:"aph ~omnafeS t11e yearly change In the Corporation's tot iii cumulat1ve share-holder retum on 
itS cr1mmc•n s1nck w;th ti 1 the Slandrm .. 1 & Ponrs 500 lnde;o. anct (li} the KBW Bank Index. for t11e yea..-s 
ende<1 Dece,nlJer 31. 2007 through 2011. The grapt1 assume!:; an initial inv~stment of $100 at the> 
end of ~006 and tf)e remvestment of all 01VIc.1~rh.is during the years iOdlcatect 

16 

BAC Five-Year Stock Performance 

$60 

$0 

:?l107 ~008 2009 2010 20U 

HI=;K $o4.os $45.li:{ $lK5~! $19.48 $15.25 

; .-~ .. w 41.10 11.25 3.14 10.95 4.99 

..._l:LUS~ -U.26 14.08 15.06 13.34 5.56 
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and referred to in the Affidavit 
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before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
2012. 
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Financial Highlights 

SELECTED FINANCIAL INFORMATION"»• 

For t11e years enrJed March 31 
--------·-----------------

(C$ thousands, exce_?_!_!ler slla!~'lnd ~·~~__!!_!_~number of empluyet!SI 

CANACCORD FINANCIAL INC. 

2011 2010 20 1J.:20.1 0 Chang~ 

Revenue 
Cwnmission 
Investment banking 
Advisory fees 
Principal trading 
Interest 

Other 

Total revenue 
Expenses 

·--------·--------·- ----------·- --·-··--

s 

s 

294.650 
327,499 

84.914 
43,644 
24.040 
28,884 

803,631 

$ 

$ 

235,606 
215.237 

39.200 
45.982 
12,965 
28,547 

577.537 

$ 

$ 

59,0-14 
112.262 

45,714 
i2.338} 

11,015 
331 

226,094 

25.1% 
52.2'!{~ 

116.6% 
i5.1J% 
85.4% 
1.2~; 

39.1>'1. 

Incentive compensation 391,050 299.084 91.966 30.7'<. 
Salaries and fJenefrts 64.420 59,415 5,005 8.4% 
Ot11cr overhNH1 expenses'·'' 194,975 162.397 32.578 20.1% 

~cquisiti_O~:'_:'~ted cos~-----------·-----------·----··------ 12~~--------_:>~ _____ !.:_l_!_G_ ____ 1_5_4_._8_% 

T_o_ta_l_e_xp_ens~:___________ __s_~_6_3_,1_B~ __ _!_2~5.8~ __ !_ __ ..!_3_7_.?_.8_9__ _ __ 2_6_.1~ 

Income before income la>es 

Net income 

Basic earnings per share 
Diluted earnings per share 
Return on average common equity (ROE) 
Dividends per share 
Book value per diluted common share - period end 

s 

s 
s 

s 

s 

s 
$ 

s 

140,446 
98,234 

1.35 
1.20 

14.0% 
0.275 

8.79 

645,319 
U2,617 

1.54 
1.38 

5,U0.372 
4.353.849 

756,523 
1.684 

51.641 
$ 38.497 

$ 0.79 
$ 0.69 

9.8% 
$ 0.15 

6.96 

$ 520.896 
42,043 

$ 0.86 
$ 0.76 

$ 3.123.848 
2.722.103 

401.745 
1.549 

88,805 
$ 59.731 

$ 0.56 
$ 0.51 

4.2 p.p. 
s; 0.125 

1.83 

$ 12~.423 

10,574 
$ 0.68 
$ 0.62 

$ 1.986.52.J 
1,631,746 

354.778 

135 

:I: D<ltd is c.on~ioered tv ne t;A.4.P e:xC'Ppt For RilE, boo!. valu~ pP.r ctih .. letl ~omrnntl Shar:::.ligur~:i p~r.tumng fJCQUt51llOrHdatP.C1 rtem!. <illd n;.;mbo::-r vf ~;:.nphJ'fPe~. 
,·:~ O.'lld inc iudc~ !he 1 c:~uus of Genu!ly ~ulC't' thr C'lo!>in& date C'f Aj.)lil 2.1. 2010. ~E'~Uits ol THC smcc tht.• cltJsint; dab! t•l JJnu~• ~· 1 f, 2011 ilrt' ttlso inr.Jutlcd 

172.0% 
155.2% 

70.9:~ 

73.9% 

83.3% 
26.3'1!' 

63.6•):: 

59.9i:. 
88.3% 

8.7% 

;.~ .. Cr•rlSI~Is Q1 ttarl•n~~ e:o~ts. prllml!:.e~ and oquipme."lt, C.C\.nmun•'-~tion oJncl tt:r:hnC\It:~gy. irumest. g,en .. :ra: ;:~nd etilmirusttatil.-c, am!)• t~ation or tancrr.te ami ult::t.ngin!e asset~. and 

tlcvero-pmC"nt r.oc;ts. 

:~, F!J?.Iues CltoChrd•ng acqursltiPn·-telaled l(erns are non-GAA.P mecrs.urP.s.. Sr.-e non..GMP rneas.urt:=. on page :23 ann Seter:teL1 FuMntral tnf'lnnation &eluding Srgn•flc~nt and Ar.qurs1tion. 

R~l.!tCd lt,~nrs o.)n par.c 3~. 

p,p.: perccnta~e pomtf> 

n.m.; not mf'~Jllllgful 

REVENUE FOR FISCAL 2011 
1CS n1illions) 

804 
.------; 

' I 
; 
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! 
I i 
l I i 
I J 
2011 

73~ ,..-.::. 
578 
r--

478 -

20t0 

757 
r--

2007 

NET INCOME FOR FISCAL 201.1 
(C$ rnillio1,s. excluding acquisition-feinted 
and signific.-'lnt items) 

113 .--, 

! i 
93 

79 
r--

I ! -

lill (1) 

20ll :!010 lOW 200S 21)07 

DILUTED EPS FOR I'ISCAL 2011 
(C$, e•clucting acquisition-related 
and significant items) 

1.38 

....--.. : : 

2011 

0.76 

(0.03) 

20JO 200!> 

l.63 

2000 
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Consolidated financial statements ,I. 
... Consolidated statement of operations ·I 

S millions. except as rioted. for the year ended October 31 ·2011 2010 2009 

··Interest income 
Loans s 7,708 s 7,288 s 7,183 
Securities 1,963 1,562. 1,705 
Securities borrowed or purchased under resale agreements 365 193 324 I· 
Deposits with banks 63 52 85 

10,099 9,095 9,297 

Interest expense 
Deposits 2,787 2,192 2,879 
Other liabilities 747 476 785 

I. 
Subordinated indebtedness 215 188 208 
Preferred share liabilities (Note 17) 35 31 

3,749 2,891 3.903 

Net interest income 6,350 6,204 5,394 I 
Non-interest income 
Underwriting and advisory fees 514 426 478 
Deposit and payment fees 756 756 773 
Credit fees 381 341 304 
Card fees 99 304 328 
Investment management and custodial fees 486 459 419 

~I 
Mutual fund fees 849 751 658 
Insurance fees, net of claims 320 277 258 
Commissions on securities transactions 496 474 472 
Trading (loss) income (Note 12) (74) 603 (531) 
AFS securities gains. net (Note 4) 407 400 275 

I· 
FVO losses. net (Note 13) (134} (623) (33) 
Income from securitized assets 1,063 631 518 
Foreign exchange other than trading 237 683 496 
Other 499 399 ~·!.9 ~~ 

5,899 5,881 4,534 

Total revenue 12,249 12,085 9.928 
Provision for credit losses (Nole 5) 841 1,046 1.649 

Non-interest expenses 
Employee compensation and benefits 4,163 3,871 3,610 

vi~ 
Occupancy costs 664 648 597 
Computer, software and office equipment 994 1,003 1,010 
Communications 297 290 288 
Advertising and business development 214 197 173 
Professional fees 179 210 189 I 
Business and capital taxes 38 88 117 
Other 801 720 676 

7,350 7,027 6,660 

Income before income taxes and non-<ontrolling interests 4,058 4,012 i,619 
Income tax expense (Note zz) 969 1,533 424 

I~ 
3,089 2,479 1,195 

Non-controlling interests 10 27 21 

Net income s 3,079 2,452 s 1,174 
Preferred share dividends and premiums (Note 17) (177) (169) (162) 

,, 
Net income applicable to common shares s 2,902 $ 2,283 $ 1,012 

Weighted-average common shares outstanding (thoosands) 

-Basic 396,233 387,802 381,677 
-Diluted 397,097 388,807 382,442 

Earnings per share (in dollar<) (Note 23) 
I· 

-Basic $ 7.32 5.89 $ 2.65 
-Diluted $ 7.31 5.87 s 2.65 

Dividends per common share (in dollars) (Note 17) $ 3.51 3.48 s 3.48 I 
The accompanying notes and shaded sections in "MD&A- Management of risk" are an integral part of these consolidated financial stltements. 
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Consolidated financial statements 

I Consolidated statement of comprehensive income 
$ millions. for the year ended Octobef 31 2011 2010 2009 

Net income $ 3,079 $ 2,452 s 1,174 

Other comprehensive income (OCI), net of tax 
Net foreign currency translation adjustments 
Net gains (losses) on investment in self-sustaining foreign operations (92) (2gO) (523) 
Net (gains) losses on investment in self-sustaining foreign operations reclassified to net income 41 1,079 135 
Net gains (losses) on·hedges of investment in self-sustaining foreign.operations 13 .88 392 
Net (gains) losses on hedges of investment in self-sustaining foreign 

operations reclassified to net income (37) (957) (142) 

I (75) (80) {138) 

Net change in AFS securities 
Net unrealized gains (losses) on AFS securities 110 303 462 
Net (gains) losses on AFS securities reclassified to net income (140) (230) (236) 

(30) 73 226 

Net change in cash flow hedges 
Net gains (losses) on denvatives designated as cash flow hedges (37) (9) (26) 

I 
Net (gains) losses on derivatives designated as cash flow hedges reclassified to net income 16 25 10 

(21) 16 (16) 

TotaiOCI (126) 9 72 

Comprehensive income s 2,953 $ 2,461 $ 1,246 ' 
S milfions. for the year ended October 31 2011 2010 2009 

Income tax (expense) benefit 
Net foreign currency translation adjustments 
Net gains (losses) on investment in self-sustaining foreign operations $ (1) s (I) $ 34 
Net (gains) losses on hedges of investment in self-sustaining foreign operations (2) (18) (120} 

Net (gains) losses on hedges of investment in self-sustaining foreign 

,, 
operations reclassified to net income 21 536 104 

Net change in AFS securities 
Net unrealized gains (losses) on AFS securities (29) (100) (151) 

Net (gains} losses on AFS securities reclassified to net income 30 68 111 I 
Net change in cash flow hedges 
Net gains (losses) on derivatives designated as cash flow hedges 13 3 13 
Net (gains) losses on derivatives designated as cash flow hedges reclassified to net income (4) (3) (9) 

s 28 485 $ (18) ,a 
The accompanying notes and shaded sections in "MD&A- Management of risk" are an integral part of these consolidated financial statements. 
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Consolidated financial statements 

Consolidated statements of operations 

Consolidated statements of operations (CHF million) 

Interest and dividend income 

Interest expense 

Net interest income 

Commissions and fees 

T!adin>J revenu~s 

Other revenues 

Net revenues 

Provision for credit losses 

Compensation and benefits 

General and administrative expenses 

Commission. expenses 

Total other operating expenses 

Total operating expenses 

Reference 
to notes in 

2011 2010 2009 
--- ----·· -· ~----··-- ---~---· 

_________________ ... ___ -----
6 23,002 25,533 25,288 

6 (16,569) (18,992) (18,397) 

6 6,433 6,541 6,891 

7 12,952 14,078 13,750 

8 5,020 9,338 12,151 
·-------

9 1,820 1,429 502 

26,225 31,386 33,294 
-------· -------------------------

10 187 (79) 506 
--~-- ·----·-------------------------
11 13,213 14,599 15,013 

···-··-
12 7,372 7,231 7,701 

1,992 2,148 1,997 

9,364 9,379 9,698 
---- ------

22,577 23,978 24,711 
. -- ·-·- --- ····-----------------·-··-~--~--- ---------· ----~-- ---- ----------·-·· -·-- --~-----

Income from continuing operations before taxes 3,461 7,487 8,077 
·---------- --------- -- --------------- ----------------~----- ------ ·-------·- -------------------

lnco111e tax ex.pense _ 26 671 1,548 1,835 

Income from continuing operations 2,790 5,939 6,242 
. ------------·--------------~-------- ---~·-·-- ------------------ ----- ----·- ---- ------------ -------- ... - ------ ··- -----------
lncome/Qoss) from discontinued operations, net of tax 4 0 (19) 169 

Net income 2,790 6,920 6,411 -------------------------------- ------------- -···· --- --··--···-------- ----------------------------------- --
N:t!"~~-m..~~oss~ ~ltJib_~_!_e~_'2~",:_~n~r-~l!n~~!~:s_t:: __ _ 837 822 (313) 

Net income attributable to shareholders 1,953 5,098 6,724 
-----------~--------------------~----- -···--- --------- -·---------·-- -----·---- --------------------------

of which from continuing operations 

__ o_! which from djsc~-~~nued opera~~----------~--------------

Basic earnings per share (CHF) 

Basic eamings per share from continuing operations 

Basic eamings/Ooss) per share from discontinued operations. 

Basic earnings per share 

Diluted earnings per share (CHF) - . . ---
Diluted earnings per share from continuing operations 

. . . 
D~uted e~rnings/Qoss) per share. from discontinued_ ()Per~tions _ 

Diluted earnings per share 

13 

13 

13 

13 

13 

13 

1 ,953 5, 117 6,555 

0 (19) 169 

------------------------- ··--
1.37 3.93 5.14 

0.00 (0.02) 0.14 

1.37 3.91 5.28 

1.36 3.91 5.01 

0.00 (0.02) 0.13 

1.36 3.89 5.14 ····-----------· ___ " ____ 

The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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DUNDEEWEALTH 

DuNoeeWEALTH INc. 

CONSOLIDATED FINANCIAL STATEMENTS 

AS AT AND FOR THE YEAR ENDED DECEMBER 31,2010 
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DUNDEEWEALTH INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS 

F'orJhe yews ended December 31. 20/0anJ 2009 

I 
(expressed in thousand" ofCanoclian dolfars ucept per share amuunLJ) 

20)0 2009 

REVENUES 

Management fees $ 665,119 $ 462,376 

I Redemption fees 16,456 13,97& 

Fi~an~iai s~rvices 
- ~--

~ ~-~ 

320,423~ 295,344' ~ 

1,001,998 771,698 

Investment income 43,080 7,773 

1,045,078 779,471 

EXPENSES 

Selling, general and administrative 340,468 284,8U 

Variable compensation 195,538 180,825 

Trailer service fees 176,853 127,513 I 
Distribution fees 2,059 1,595 

714,918 594,751 

EARNINGS BEFORE INTEREST, INCOME TAXES, I 
AND OTHER NON-CASH ITEMS 330,160 184,720 

Amortization of deferred sales commissions 97,892 88,689 

Depreciation and. amortization 11,001 12,404 I 
Adjustments to fair value ?f investments (notes 5, 6 and 19) (17,122) (14,125) 

Foreign exchange loss (gain) 835 (9,691) 

Interest expense I 1,367 10,350 

Dividends on preference shares 10,665 10,665 
I 

EARNINGS BEFORE INCOME TAXES 215,522 86,428 

Income taxes (note 17) 

Current 46,500 29,173 I 
Future 50,312 5,697 

96,812 34,870 

NET EARNINGS FOR THE YEAR s 118,710 s 51,558 I 
NET EARNINGS PER SHARE (note 18) 

Basic $ 0.82 $ 0.36 I 
Diluted $ 0.79 $ 0.35 

I The a,·companying nates are an integral pari a[ these consulidatedfinanc:ial statemenLr. 

I 
I 
I 
I 

4 DUNDEEWEALTH INC. 
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Overview and outlook 

a;~!!ftej~f!It~,~iJti~~~~~~~m~~~~~~:r~~!N~fttt~ttrt!Jirl4:~~~}¥~1J~'1.1i;~~~ 
2011 YS. 2010 

I 
(CS miltions. except per share. number of and percentage amounts) 2011 2010 2009 Increase (decrease) 

Continuing operations 
Total revenue s 27,430 $ 26,082 $ 26,441 s 1,348 5.2% 
Provision for credit losses (PCL) 975 1,240 2,167 (265) (21.4)% 
Insurance policyholder benefits. claims and acquisition 

I expense (PBCAE) 3,360 3,546 3,042 (186} (5.2)% 
Non-interest expense 14,453. 13,469 13,436 984 7.3% 
Net income before income taxes and non-controlling 

interest (NCI) in subsidiaries 8,642 7,827 7,796 815 . 10.4% 
Net income from continuing operations 6,650 5,732 . 5,681 9l8- 16.0% 
Net loss from discontinued operations (1,798} {509) {1,823) (1,289} n.m. 
Net income s _4,852 $ -5.223 $ 3,858- s -(311)- (7.1)% 

Segments - net income (loss) from continuing operations 
Canadian Banking s 3,492 $ 3,044 $ 2,663 s 448 14.7% 

I 
Wealth Management 809 669 583 140 20.9% 
Insurance 601 491 527 110 22.4% 
International Banking 173 92 123 81 88.0% 
Capital Markets 1,575 . 1,647 1,768 (72) (4.4)% 

I 
Corporate Support (211) 17 211 n.m. 

Net income from continuing operations s 6,650 $ 5,732 $ 5,681 s 918 16.0% 

Selected information 
Earnings (loss) per share (EPS) - basic s 3.21 $ 3.49 $ 2.59 s (.28) (8.0)% 

-diluted s 3.19 $ 3.46 $ 2.57 s (.27) (7.8)% 

I 
I 

Return on common equity (ROE) (1) 12.9% 14.9% 11.9% n.m;. (200) bps 
Return on risk capital {RORC) (1) 19.0% 25.4% 19.5% n.m; · (640) bps 

Selected information from continuing operations 
Earnings per share (EPS) -basic $ 4.47 $ 3.85 $ 3.90 s .62 16.1% 

-diluted s 4.45 $ 3.82 $ 3.86 s .63 16.5% 
Return -on common equity (ROE) (1J 18.0% 16.5% 17.9% n.m. 150bps 
Return on risk capital (RORC) (1J 28.9% 31.5% 33.2% n.m. (260) bps 
Specific PCL as a% of average net loans and acceptances .34% .45% .72% n.m. (11) bps 

·Gross impaired loans (GIL) as a% of loans and acceptances .78% .95% . 1.02% n.m. <tn bps 
Capital ratios and multiple 

I 
Tier 1· capital ratio 13.3% 13.0% 13.0% n.rn. 30bps 
Total capital ratio 15.3% 14.4% 14.2% n.m. 90bps 
Assets-to-capital multiple 16.1X 16.5X 16.3X n.m. n.m. 
Tier 1 common ratio (2) 10.6% 9.8% 9.2% n.m. 80bps 

Selected balance sheet and other information 

I 
Total assets $ 751,702 $ 726,206 $ 654,989 s 25,496 3.5% 
Securities 179,558 183,519 177,298 (3,961) (2.2)% 
Loans (net of allowance for loan losses) 296,284 273,006 258,395 23,278 8.5% 
Derivative related assets 100,013 106,155 92,095 (6,142). (5.8)% 
Deposits 444,181 414,561 378,457 29,620 7.1% 

I Average common equity (1) 35,550 . 33,250 30,450 2,300 . 6.9% 
Average risk capital (1) 24,150 19,500 18,600 4,650 23.8% 
Risk-weighted assets (RWA) 267,780 260,456 244,837 . 7,324 2.8% 
Assets under management (AUM) 308,700 264,700 249,700 44,000 16.6% 
Assets under administration (AUA) - RBC 699,800 683,800 648,800 16,000 2.3% 

I - RBC Dexia IS (JJ 2,744,400 2,779.500 2,484,400 (:35,100) (1.3)% 
Common share information 

Shares outstanding (ooosl- average basic 1,430,722 1,420.719 1,398,675 10,003 0.7% 
- average diluted 1,437,904 1,433,754 1,412,126 4,150 0.3% 

I 
- end of period 1,438,376 1,424,922 1,417,610 13,454 0.9% 

Dividends declared per share $ 2.08 $ 2.00 $ 2.00 s .08 4.0% 
Dividend yield (4) 3.9% 3.6% 4.8% n.m • 30bps 
Common share price (RY on TSX)- close, end of period . s 48.62 $ 54.39 $ 54.80 s (5.m (10.6)% 
Market capitalization (TSX) 69,934 77,502 77,685 (7,568) (9.8)% 

I 
Business information from continuing operations (number oil 

Employees (full-time equivalent) (FTE) 68,480 67,147 65,980 1,333 2.0% 
Banking branches 1,338 1,336 1,323 2 0.1% 
Automated teller machines (ATM) 4,626 4,557 4,544 69 1.5% 

Period average US$ equivalent of C$1.00 (SJ $ 1.015 $ .959 $ .858 s .056 5.8% 

I 
Period-end US$ equivalent of C$1.00 s 1.003 $ .980 $ .924 $ .023 2;3% 

(1) Average amounts are calculated using methods intended to approximate the average of the daily balances for the period. This includes ROE. RORC, Average common equity, and Average risk 
capitaL For further discussion on Average risk capital, ROE and RORC. refer to the Key performance and non-GMP measures section. 

(2} For further disc.ussion. refer to the Key performance and non-GAAP measures section. 
(J) Represents the total AUA of the joint venture. of which we have a 50% ownership Interest, reported on a one-month lag. 

I 
(4) Defined as dMdends per common share divided by the average of the high and low share price in the relevant period. 
(5) Average amounts are ca!cutated using month-end spot rates for the period. 
n.m. not meaningful 

I Royal Bank of Canada: Annual Report 2011 Management's Discussion and Analysis 
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. Strategy in action 
2011 SCOTIABANK ANNUAL REPORT 

§ Scotiabank 
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Scotia bank's framework for success 
Five-point strategy 

1 Sustainable 2 and profitable 
revenue 
growth 

p.14 

Capital and 3 balance sheet 
management 

p. 17 

Leadership 4 

p. 17 

Prudent risk 
management 
and appetite 

p.18 

5 Efficiency 
and expense 
management 

p.20 
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One Team One· Goal Core purpose 

Culture of collaboration To be the best at 

Taking full advantage of business 

opportunities, synergies, best practices 

and our global talent pool. 
helping customers 

Values 

Integrity We interact with others ethically 

and honourably. Respect We empathize and 

fully consider the diverse needs of others. 

Commitment We are committed to helping 

customers succeed. Insight We use a high 

level of knowledge to proactively respond 

with the right solutions. Spirit We enrich our 

work environment with teamwork, contagious 

enthusiasm and a "can-do" attitude. 

Business platforms 

Canadian Banking 
Net income* 

Providing a full suite of 

financial ilCivice and solutions, 

supported by an excellent 

customer experience, to retail, 

small business and commercial 

markets in Canada. 

*2011 ($millions) 

** %of 2011 net income, 
excluding othe1· 

International Banking 
Net income* 

s1,485 

Providing a lull range of 

personal and commercial 

financial serv1ces across 

the Caribbean and Central 

America. Latin America 

and Asia_ 

become financially better off 
by providing practical advice and relevant solutions. 

Global Wealth Management Scotia Capital 
Net income* . Net income• 

Combines Scotiabank's wealth 

management and insurance 

business in Canada and 

internationally, along with the 

Global Transaction Banking 

group. 

Scotiabank's wholesale 

banking arm offers a 

wide variety of products 

and services to corporate, 

government and institutional 

investor clients globally. 

~ - Throughout this Annual Report, you wiP find QR codes ~l::.e the om~ to the left Download a QR code scanning app to your 

smartphone and by scanning the QR code with your phone'S camera, you can see more information on scotiabank..com. 

Scotiabank Annual Report 2011 



MANAGEMENT'S DISCUSSION AND ANALYSIS 

.T1 Financial Highlights 

As at and for the yea~ ended October 31 2011 2010 2009 2008 2007 

Operating results (S millions) 

Net interest income 9,270 8,621 8,328 7,574 7,098 
Net interest income (TEBill) 9,557 8,907 8,616 7,990 7,629 

Total revenue 17,288 15,505 14,457 11,876 12,490 
Total revenue (TEBC!I) 17,575 15.791 14,745 12,292 13,021 
Provision for credit losses 1,046 1,239 1.744 630 270 
Non-interest expenses 9,564 8,182 7,919 7,296 6,994 
Provision for income taxes 1,410 1,745 1,133 691 1,063 
Provision for income taxes (TEB111) 1,697 2,031 1,421 1,107 1,594 
Net income'" 5,268 4,339 3,661 3.259 4,163 
Net income attributable to common shareholde~ 4,959 4,038 3,361 3,033 3,994 

... -·--·-·-----·-. - - ·------- ------ -----·-----·-···-· 
Operating performcmce 

Basic earnings per share ($) 4.62 3.91 3.32 3.07 4.04 
Diluted earnings per share($) 4.62 3.91 3.31 3.05 4.01 
Diluted cash earnings per sharelll (S) 4.71 3.97 3.37 3.11 4.05 
Return on equitylll (%) 18.8 18.3 16.7 16.7 22.0 
Productivity ratio(%) (TEBC!l) 54.4 51.8 53.7 59.4 53.7 
Net interest margin on total average assets(%) (TE!ll'') 1.68 1.73 1.68 1.75 -1.89 

---------·· ··--··--------- ---------···-··-··· 

Balance sheet infonmtion (S millions) 

Cash resources and securities 174,344 162,590 160,572 125,353 118,030 
Loans and acceptances 306,874 291,840 275,885 300,649 238,685 
Total assets 575,256 526,657 496,516 507.625 411,510 
Deposits 396,376 361,650 350,419 346,580 288,458 
Preferred shares 4,384 3,975 3,710 2,860 1.635 
Common shareholde~· equity 28,376 23,656 21,062 18,782. 17,169 
Assets under administration!•> 325,334 243,817 215,097 203,147 195,095 
Assets under managementl'k" 103,020 53,532 46,304 ~l~~o_ . -----~~?~3. __ ----------------

______ ,. ______ 

Capit=JI rnensures·" 1
-

Tier 1 capital ratio (%) 12.2 11.8 10.7 9.3 9.3 
Total capital ratio(%) 13.9 13.8 12.9 11.1 10.5 
Tangible common equity to risk-weighted assetsnXSl (%) 9.6 9.7 8.3 6.6 7.4 
Assets-to-capital multiple 16.6 17.0 16.6 18.0 18.2 
Risk-weighted assets (S millions) 233,970 215,034 221,656 250,591 218,337 ---· ____ ,. ________ 

·--~-- -·----·-··--·-·---- ------~----- ----~------

Crerlit 'luality 
Net impaired loansl•> (S millions) 2,623 3,044 2,563 1,191 601 
General allowance for credit losses ($ millions) 1,352 1_,410 1,450 1,323 1,298 
Sectoral allowance ($ millions) 44 
Net impaired loans as a % of loans and acceptances«' 0.85 1.04 0.93 0.40 0.25 
Specific provision for credit losses as a % of average loans and acceptances 0.38 0.48 0.54 0.24 0.13 

(..orrun..:m <;i'k+n~ in1nnr;,lliL·n 

Share price ($) 

High 61.28 55.76 49.19 54.00 54.73 
Low 49.00 44.12 23.99 35.25 46.70 
Close 52.53 54.67 45.25 40.19 53.48 

Shares outstanding (millions) 

Average - Basic 1,072 1,032 1,013 987 989 
Average- Diluted 1,074 1,034 1,016 993 997 
End of period 1,089 1,043 1,025 992 984 

Dividends per share ($) 2.05 1.96 1.96 1.92 1.74 
Dividend yield (%~7> 3.7 3.9 5.4 4.3 3.4 
Market capitalization ($ millions) 57,204 57,016 46,379 39,865 52,612 
Book value per common share ($) 26.06 22.68 20.55 18.94 17.45 
Market value to book value multiple 2.0 2.4 2.2 2.1 3.1 
Price to earnings multiple 11.3 14.0 13.6 13.1 13.2 

..... ----------·-
Otlirr irr~On ··~r:t:IOfi 

Employees 75,362 70,772 67,802 69,049 58,113 
Branches and offices 2,926 2,784 2,686 2,672 2,331 

(1) Nan-GAAP measure. Refer to the noo-GAAP measures on page 29. 

{2) Refer to Note 1 of tt\e Consolidated Financial Statements for the impact of the new accounting standards adopted effeoive November l, 2010. Prior period information has been reclassified to confocm with a.ment periOd 
pre~tation. 

(3) Prior period amoonts have been restated to renea the updated definition of assets under management. Refer to page 19 fof a disrus.sion on non·GAAP measures. 
(4} EHeaive Novembell. 2007, regulatOJy capital. risk-~ghted assets and capital ratios are detennined in <KC01dance with Basel !1 rules. Comparative arri'ounts fot 2007 were determined in a<c01dana! with Basel I rules. 
(S) Amounts have been restated to reflecl the fevised definition of tangible common equity to •isk-weighted assets. Refer to page 29 for a discussion of non-GAA.P measures. 
(6} Net impaired loans are impaired IChlns ies.s th:e specific allowance fDf afdit tosses. 
(7) Based on the average of the h1gh aod low common share price for the year. 

26 2011 Scotiabank Annual Report 
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FINANCIAL RESULTS 

Consolidated Financial Statements 

MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL INFORMATION 

The management of The Toronto-Dominion Bank and its subsidiaries (the "Bank") is responsible for the integrity, consistency, objectivity and 

reliability of the Consolidated Financial Statements of the Bank and related financial information as presented. Canadian generally' accepted 
accounting principles as well as the requirements of the Bank Act and related regulations have been applied and management has exercised 

its judgment and made best estimates where appropriate. 
The Bank's accounting system and related internal controls are designed, and supporting procedures maintained, to provide reasonable 

assurance that financial records are complete and accurate and that assets are safeguarded against loss from unauthorized use or 
disposition. These supporting procedures include the careful selection and training of qualified staff, the establishment of organizational 

structures providing_ a well-defined division of responsibilities and accountability for performance, and the communication of policies and 

guidelines of business·conduct throughout the Bank. 
Management has assessed the effectiveness of the Bank's internal control over financial reporting as at October 31, 2011 using the 

framework found in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission. Based upon this assessment, management has concluded that as at October 31, 2011, the Bank's internal control over financial 

reporting is effective . 
. The Bank's Board of Directors, acting through the Audit Committee which is composed entirely of independent directors, oversees 

management's responsibilities for financial reporting. The Audit Committee reviews the Consolidated Financial Statements and recommends 
them to the Board for approval. Other responsibilities of the Audit Committee include monitoring the Bank's system of internal controls· 
over the financial reporting process and making recommendations to the Board and shareholders regarding the appointment of the 

external auditor. 
The Bank's Chief Auditor, who has full and free access to the Audit Committee, conducts an extensive program of audits. This program 

supports the system of internal control and is carried out by a professional staff of auditors. 
The Office of the Superintendent of Financial Institutions, Canada, makes such examination and enquiry into the affairs of the Bank as 

deemed necessary to ensure that the provisions of the Bank Act, having reference to the safety of the depositors, are being duly observed 

and that the Bank is in sound financial condition. 
Ernst & Young LLP, the independent auditors appointed by the shareholders of the Bank, have audited the effectiveness of the Bank's 

internal control over financial reporting as at October 31, 2011 in addition to auditing the Bank's Consolidated Financial Statements as of 
the same date. Their reports, which expressed an unqualified opinion, can be found on the following pages of the Consolidated Financial 
Statements. Ernst & Young have full and free access to, and meet periodically with, the Audit Committee to discuss their audit and matters 
arising there from, such as, comments they may have on the fairness of financial reporting and the adequacy of internal controls. 

W .. Edmund Clark 
Group President and 
Chief Executive Officer 

Toronto, Canada 

November 30, 2011 

Colleen M. Johnston 
Group Head Finance and 
Chief Financial Officer 

TD BANK GROUP • 2011 CONSOLIDATED FINANCIAL STATEMENTS AND NOTES 



Consolidated Statement of Income 
358 I 

For the ~ears ended October 31 I 
(millions of Canadian dollars, except as noted) 2011 2010 2009 
Interest income 
Loans $ 13,941 $ 12,939 $ 13,691 
Securities 

Dividends 810 737 868 I 
Interest 3,354 3,043 3,886 

Deeosits with banks 354 668 442 
18,459 17,387 18,887 

Interest expense 
Deposits 4,289 4,578 5,818 
Subordinated notes and debentures 659 667 671 
Preferred shares and capital trust securities (Notes 15, 1 6) 38 37 94 
Other 642 562 978 

5,628 5,844 7,561 
Net interest income 12,831 11.543 11,326 
Non-interest income 
Investment and securities services 2.624 2.424 2,212 
Credit fees 687 634 622 

~I 
Net securities gains (losses) (Note 3) 393 75 (437) 
Trading income (loss) (Note 20) 43 484 685 
Service charges 1,602 1,651 1,507 
Loan securitizations (Note 5) 450 489 468 
Card services 961 820 733 I 
Insurance, net of claims (Note 21) 1,173 1,028 913 
Trust fees 154 153 141 
Other income (loss) 676 264 (310) 

8,763 8,022 6.534 
/I ' 

Total revenue 21,594 19,565 17.860 
Provision for credit losses (Note 4) 1,465 1,625 2.480 
Non-interest expenses 
Salaries and employee benefits (Note 23) 6,723 5,960 5,839 
Occupancy. including depreciation 1,285 1,236 1,213 

~II . I 

Equipment, including depreciation 800 880 897 
Amortization of other intangibles (Note 9) 715 592 653 
Restructuring costs (Note 24) 17 36 
Marketing and business development 593 595 566 I 
Brokerage-related fees 320 297 274 
Professional and advisory services 932 804 740 
Communications 271 251 239 
Other 1.444 1,531 1,754 

13,083 12.163 12,211 
Income before income taxes, non-controlling interests in subsidiaries, 

and equity in net income of an associated company 7,046 5.777 3,169 
Provision for (recovery of) income taxes (Note 25) 1,299 1,262 241 
Non-controlling interests in subsidiaries, net of income taxes 104 106 111 ,a 
Egui~ in net income of an associated com~an;r:, net of Income taxes (Note 8) 246 235 303 
Net income 5,889 4,644 3,120 
Preferred dividends 180 194 167 
Net income available to common shareholders $ 5,709 4,450 $ 2,953 
Average number of common shares outstanding (millions} (Note 26) I 
Basic 885.7 867.1 847.1 
Diluted 890.1 872.1 850.1 
Earnings per share (dollar;) {Note 26) 
Basic $ 6.45 5.13 $ 3.49 I 
Diluted 6.41 5.10 3.47 
Dividends eer share (dollars} 2.61 2.44 2.44 
Certain comparative amounts have been reclassified to conform with the presentation adopted in the current year. 
The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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This is Exhibit "Y" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
2012. 

A ssioner, etc. 
S Kalloghlian 
(LSUC #55557F) 
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Defendant 

Ernst & Young LLP 

BDO Linlited 

Poyry (Beijing) 
Consulting Company 
Limited 

Credit Suisse 
Securities (Canada), 
Inc. 

TD Securities Inc. 

Dundee Securities 
Corporation 

RBC Dominion 
Securities Inc. 
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CAUSES OF ACTION BY DEFENDANT 

Causes of Action Pled 

Securities Act claim for prospectuses (s.130) 

Securities Act claim for secondary market (s.138.3) 

Negligent misrepresentation (secondary market) 

Negligent misrepresentation (prospectus+ offering memoranda) 

Negligence (prospectus+ offering memoranda) 

Securities Act claim for prospectuses (s.l30) · 

Securities Act claim for secondary market (s.l38.3) 

Negligent misrepresentation (secondary market) 

Negligent misrepresentation (prospectus+ offering memoranda) 

Negligence (prospectus + offering memoranda) 

Securities Act claim for prospectuses (s.l30) 

Securities Act claim for secondary market (s.138.3) 

Negligence (prospectus+ offering memoranda) 

Securities Act claim for prospectuses (s.l30) 

Negligent misrepresentation (prospectus) 

Negligence (prospectus) 

Unjust enrichment 

Securities Act claim for prospectuses (s.l30) 

Negligent misrepresentation (prospectus) 

Negligence (prospectus+ offering memoranda) 

Unjust enrichment 

Securities Act claim for prospectuses (s.l30) 

Negligent misrepresentation (prospectus) 

Negligence (prospectus) 

Unjust enrichment 

Securities Act claim for prospectuses (s.l30) 

Negligent misrepresentation (prospectus) 

Negligence (prospectus) 

Unjust enrichment 

1806544.1 



Scotia Capital Inc. 

CIBC World 
Markets Inc. 

Merrill Lynch 
Canada Inc. 

Canaccord Financial 
Ltd. 

Maison Placements 
Canada Inc. 

Credit Suisse 
Securities (USA) 
LLC 

Bane of America 
Securities LLC 

Securities Act claim for prospectuses (s.130) 

Negligent misrepresentation (prospectus) 

Negligence (prospectus) 

Unjust emichment 

Securi~ies Act claim for prospectuses (s.130) 

Negligent misrepresentation (prospectus) 

Negligence (prospectus) 

Unjust emichment 

Securities Act claim for prospectuses (s.130) 

Negligent misrepresentation (prospectus) 

Negligence (prospectus) 

Unjust emichment 

Securities Act claim for prospectuses (s.130) 

Negligent misrepresentation (prospectus) 

Negligence (prospectus) 

Unjust emichment 

Securities Act claim for prospectuses (s.130) 

Negligent misrepresentation (prospectus) 

Negligence (prospectus) 

Unjust emichment 

Negligence (offering memoranda) 

Unjust emichment 

Negligence (offering memoranda) /' 

Unjust enrichment 
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This is Exhibit "Z" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
2012. 

A issioner, etc. 
S Kalloghlian 
(LSUC #55557F) 
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SINO·FOREST CLASS ACTION 
NATIONAL SETI'LEMENT AGREEMENT 

Made as of March 20, 2012 

Between 

THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND EASTERN 
CANADA. THE 1RUSTEES OF THE INTERNATIONAL UNION OF OPERATING 

ENGINEERS LOCAL 793 PENSION PLAN FOR OPERA TJNG ENGINEERS IN ONT ARlO, 
SJUNDE AP-FONDEN, DAVID GRANT, ROBERT WONG and GUINJNG LIU 

P6YR Y (BEIJING) CONSULTING COMPANY LIMITED 
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RECITALS 

SINO·FOREST CLASS ACTION 
NATIONAL SETTLEMENT AGREEMENT 

A. WHEREAS the Proceedings have been commenced by the Plaintiffs in Ontario and 

Quebec which allege that the Settling Defendant made misrepresentations regarding the assets, 

business and transactions of Sino-Forest contrary to the OSA, the QSA, the civil law of Quebec 

and the common law of the rest of ~~da; 

B. AND WHEREAS the Settling Defendant believes that it is not liable in respect of the 

claims as alleged in the Proceedings and the Settiing Defendant believes that it has good and 

reasonable defences in respect of the merits in the Proceedings; 

C. AND WHEREAS the Settling Defendant asserts that it would actively pursue its defences 

in respect of the merits during the course of certification, during the course of discovery and at 

trial if the Plaintiffs continued the Proceedings against it; 

D. AND WHEREAS, despite the Settling Defendant's belief that it is not liable in respect of 

the claims as alleged in the Proceedings and its belief that it has good and reasonable defences in 

respect of the merits, the Settling Defendant has negotiated and entered into this Settlement 

Agreement to avoid further expense, inconvenience, and burden of this litigation and any other 

present or future litigati.on arising out of the facts that gave rise to this litigation and to achieve 

final resolutions of all claims asserted or which could have been asserted against the Settling 

Defendant by the Plaintiffs on their own behalf and on behalf of the classes they seek to 

represent, and to avoid the risks inherent in uncertain, complex and protracted litigation; 

E. AND WHEREAS counsel for the Settling Defendant and counsel for the Plaintiffs have 

engaged in extensive ann's-length settlement discussions and negotiations in respect of this 

Settlement Agreement; 

F. AND WHEREAS as a result of these settlement discussions and negotiations, the Settling . 

Defendant and the Plaiptitfs have entered into this Settlement Agreement, which embodies all of 

the tenns and conditions of the settlement between the Plaintiffs and the Settling Defendant, both 

individually and on behalf of the Settlement Class, subject to approval of the Courts; 
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G. AND WHEREAS the Plaintiffs have agreed to accept this settlement. in part, because of 

the value of the cooperation the Settling Defendant has made and agrees to render or make 

available to the Plaintiffs and/or Class Counsel pursuant to this Settlement Agreement. as well as 

the attendant risks of litigation in light of the jurisdictional issues relating to the Settling 

Defendant, the potential defences that may be asserted by the Settling Defendant and the 

challenges of enforcement against the Settling Defendant in a foreign jurisdiction; 

H. AND WHEREAS the Plaintiffs recognize the benefits of the Settling Defendant's early 

cooperation in respect of the Proceedings; 

I. AND WHEREAS the Settling Defendant does not admit through the execution of this 

Settlement Agreement any allegation of unlawful conduct alleged in the Proceedings; 

J. AND WHEREAS the Plaintiffs and Class Counsel have reviewed and fully understand 

the terms of this Settlement Agreement and, based on their analyses of the facts and law 

applicable to the Plaintiffs' claims, and having regard to the burdens and expense in prosecuting 

the Proceedings, including the risks and uncertainties associated with trials and appeals, the 

Plaintiffs and Class Counsel have concluded that this Settlement Agreement is fair, reasonable 

and in the best interests of the Plaintiffs and the classes they seek to represent; 

K. AND WHEREAS the Plaintiffs, Class Counsel and the Settling Defendant agree that 

neither this Settlement Agreement nor any statement made in the negotiation thereof shall be 

deemed or construed to be an admission by or evidence against the Settling Defendant or 

evidence of the truth of any of the Plaintiffs' allegations against the Settling Defendant. which 

the Settling Defendant expressly denies; 

L. AND WHEREAS the Settling Defendant is entering into this Settlement Agreement in 

order to achieve a final and nation-wide resolution of all claims asserted or which could have 

been asserted against it by the Plaintiffs in the Proceedings or claims which could in the future be 

brought on the basis of the same events, actions and omissions underlying the Proceedings, and 

to avoid further expense, inconvenience and the distraction of burdensome and protracted 

litigation; 
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M. AND WHEREAS the Parties therefore wish to, and hereby do, finally resolve on a 

national basis, without admission of liability, all of the Proceedings as against the Settling 

Defendant; 

N. AND WHEREAS for the purposes of settlement only and contingent on approvals by the 

Courts as provided for in this Settlement Agreement, the Parties have consented to certification 

of the Ontario Proceeding and ~~:uthorizati~n of¢e Quebec:; Proceedings asoclass proceedings and 

have consented to a Settlement Class and a Corrunon Issue in each of the Proceedings; 

0. AND WHEREAS for the purposes of settlement only and contingent on approvals by the 

Courts as provided for in this Settlement Agreement, the Plaintiffs have consented to a dismissal 

of each of the Proceedings as against the Settling Defendant; 

NOW THEREFORE, in consideration of the covenants, agreementS and releases set forth herein 

and for other good and valuable consideration, the receipt and sufficiency of which is hereby 

acknowledged, it is agreed by the Parties that the Proceedings be settled an~ dismissed with 

prejudice as to the Settling Defendant only, without costs as to the Plaintiffs, the classes they 

seek to represent or the Settling Defendant, subject to the approval of the Courts, on the 

following terms and conditions: 

SECfiON 1 -DEFINITIONS 

For the purpose of this Settlement Agreement (as hereinafter defined): 

(I) Affiliates means, in respect of any Person, any other Person or group of Persons that, 

directly or indirectly through one or more intennediaries, control, are controlled by, or are under 

common control with, such Person first mentioned. and for the pwposes of this definition, 

"control" means the power to direct or cause the direction of the management and policies of a 

Person whether through the ownership of voting securities, by contract or otherwise. 

(2) Approval Hearings means the hearings to approve the motions brought by Ontario 

· Counsel before the Ontario Court and Quebec Counsel before the Queb~ Court, for such 

Courts' respective approval of the settlement provided for in this Settlement Agreement. · 

(3) Auditors means, collectively, Ernst & Young LLP and BDO Limited (formerly known as 

BOO McCabe Lo Limited). 
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( 4) Class Counsel means, collectively, Ontario CoWlsel and Quebec Counsel. 

(5) Class Period means March 19,2007 to June 2, 2011. 

(6) Common Issue in each of the Ontario Proceeding and Quebec Proceeding means: Did 

the Settling Defendant make misrepreSentations as alleged in this Proceeding during the Class 

Period concerning the assets, business or transactions of Sino-Forest? If so, what damages, if 

any, did Settlement Class Members suffer? 

(7) Courts means, collectively, the Ontario Court and the Quebec Court. 

(8) Defendants means, collectively, the Persons named as defendants in the Proceedings as 

set out in Schedule A and any other Person who is added as a defendant in the Proceedings in the 

future. 

(9) Effective Date means the date when the Final Order has been received from the last of 

the Ontario Court and the Quebec Court to issue the Final Order. 

(10) Excluded Person means the Defendants, their past and present subsidiaries, affiliates, 

officers, directors, senior employees, partners, legal representatives, heirs, predecessors 

successors and assigns, and any individual who is a member of the immediate family of an 

individual Defendant. 

( 11) Final Order means a final judgment entered by the Ontario Court or the Quebec Court in 

respect of both: (i) the certification or authorization of the Ontario Proceeding or the Quebec 

Proceeding, respectively, as a class proceeding; and {ii) the approval of this Settlement 

Agreement; but only once the time to appeal such judgment has expired without any appeal 

being taken, if an appeal lies or, once there has been affirmation of the certification or 

authorization of a Proceeding as a class proceeding and the approval of this Settlement 

Agreement. upon a final disposition of all appeals therefrom. 

(12) Non-Settling Defendant means a Defendant that is not the Settling Defendant. 

(13) Notice ofCertijicatlon/Authorization and Approval Hearings means the form or forms 

of notice, agreed to by the Plaintiffs and the Settling Defendant, or such other fonn or fonns as 

may be approved by the Courts, which informs the Settlement Class of: (i) the certification of the 
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Ontario Proceeding or authorization of the Quebec Proceeding solely for the purposes of this 

Settlement; (ii) the dates and locations of each of the Approval Hearings; (iii) the principal terms 

of this Settlement Agreement; (iv) the process by which Settlement Class Members can opt out 

of each of the Proceedings; and (v) the Opt Out Deadline in respect of each of the Proceedings. 

(14) Ontario Proceeding means Ontario Court File No. CV-11-431153-00CP (Toronto). 

(15) Ontario Counsel means Siskinds LLP and Koskie Minsky LLP. 

(16) Ontario Court means the Ontario Superior Court of Justice. 

(17) Opt-Out Administrator means the Person appointed by the Courts to receive and report 

on Opt Outs. 

(18) Opt-OuJ Deadline means the date which is sixty (60) days after the date on which the 

Notice of Certification/Authorization and Approval Hearings is first published. 

(19) . OSA means the Securities Act, RSO 1990, c S.5. 

(20) Other Actions means, without limitation, actions, suits, proceedings or arbitration, civil, 

criminaJ, regulatory or otherwise, at Jaw or in equity, other than the Proceedings, relating to 

Released Claims commenced by a Settlement Class Member either before or after the Effective 

Date. 

(21) Parties means, collectively, the Plaintiffs, Settlement Class Members and the Settling 

Defendant. 

(22) Person means an individual, corporation, partnership, limited partnership, limited 

liability company, association, estate, legal representative, trust, trustee, executor, beneficiary, 

unincorporated association, government or any political subdivision or agency thereof, and any 

other business or legal entity and their heirs, predecessors, successors, representatives, or. 

assignees. 

(23) Plaintiffs means the Persons named as plaintiffs in the Proceedings as set out in Schedule 

A, and any other Person who may in the future be added as plaintiff to either of the Proceedings. 

(24) ·PRCmeans the People's Republic of China. 
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(25) Proceedings means, collectively, the Ontario Proceeding and the Quebec Proceeding. 

(26) Proportionate Liability means that proportion of any judgment that, had they not settled, 

the Ontario Court would have apportioned to the Releasees. 

(27) QSA means the Quebec Securities Act, R.S.Q., c. V-1.1 

(28) Quebec Class Members means all natural persons, as well as all legal persons established 

for a private interest, partnerships and associations having no more than fifty (50) persons bound 

to it by contract of employment under its direction or control during the twelve {12) month 

period preceding the motion for authorization domiciled in Quebec (other than the Defendants, 

their past and present subsidiaries, affiliates, officers, directors, senior employees, partners, legal 

representatives, heirs, predecessors, successors and assigns, and any individual who is an 

immediate member of the families of the individual named defendants) who purchased or 

otherwise acquired, whether in the secondary market. or under a prospectus or other offering 

document in the primary market, equity, debt or other securities of or relating to Sino-Forest 

Corporation, from and including August 12,2008 to and including June 2, 2011. 

(29) Quebec Counsel means Siskinds Desmeules s.e.n.c.r.l. 

{30) Quebec Court means the Superior Court of Quebec. 

(31} Quebec Proceeding means Quebec Court (District of Quebec) Court file No. 200·06-

000132-lll. 

(32) Released Claims means any and all manner of claims, demands, actions, suits, causes of 

action. whether class, individual or otherwise in nature, whether personal or subrogated, for 

damages whenever incurred, obligations, liabilities of any nature whatsoever including, without 

limitation, interest. costs, expenses, class administration expenses, penalties, and lawyers' fees 

(including Class Counsel's fees), known or unknown, suspected or unsuspected, in law, under 

statute or in equity, that the Releasers, or any of them, whether directly, indirectly, derivatively~ 

or in any other capacity, ever had, now have, or hereafter can, shall or may have, relating in any 

. way to any conduct anyWhere, from the beginning of time to the date hereof, or in respect of any 

misrepresentations (induding, without limitation, any verbal statements made or not made by the 

Settling Defendant's agents) directly or indirectly relating. to Sino-Forest, its Subsidiaries 
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(including, without limitation, Greenheart Group Limited) and other Affiliates and their 

respective assets, business and transactions, whether cOntained in or arising from valuations or 

reports prepared by the Settling Defendant or any Releasee for Sino-Forest, its Subsidiaries 

(including, without limitation, Greenheart Group Limited) and other Affiliates or elsewhere, or 

relating to any conduct alleged (or which could have been alleged or could in the future be 

alleged on the basis of the same·events, actions and omissions) in the Proceedings including, 

without limitation, any such clairt1Swhichhavebeen asserted, could have been asserted, or could 

in the future be asserted on the basis of the same events, actions and omissions underlying the 

Proceedings, directly or indirectly, whether in Canada or elsewhere, as a result of or in 

connection with the events discussed in the reports of Sino-Forest's Independent Committee and 

the June 2, 2011 report issued by Muddy Waters LLC in respect of Sino-Forest, its Subsidiaries 

(including, without limitation, Greenheart Group Limited) and other Affiliates; 

(33) Releasees means, jointly and severally, individually and collectively, the Settling 

Defendant, its past and present, direct and indirect, Subsidiaries and other Affiliates, and their 

respective divisions, partners, insurers (solely in respect of any insurance policy applicable to the 

acts or omissions of the Settling Defendant, its past and present, direct and indirect; Subsidiaries 

and other Affiliates), consultants, sub-consultants, attorneys, agents and all other Persons that are 

Affiliates of any of the foregoing, and all of their respective past, present and future officers, 

directors, employees, agents, partners, shareholders, attorneys, trustees, servants and 

· representatives and the predecessors, successors, purchasers, heirs, executors, administrators and 

assigns of each of the foregoing, excluding always the Non-Settling Defendants and any of their 

respective current or former Subsidiaries and other Affiliates, officers, directors, executives, 

employees. shareholders, joint venturers and/or partners. 

(34) Releason means, jointly and severally, individually and collectively, the Plaintiffs and 

the Settlement Class Members and their respective Subsidiaries and other Affiliates, and their 

respective divisions, partners, insurers, consultants, sub-consultants and all other Persons that are 

Affiliates of any of the foregoing, and all of their respective past, present and future officers, 

directors, employees, agents, partners, shareholders, attorneys, trustees. servants and 

representatives and the predecessors, successors, heirs, executors, administrators, representatives, 

insurers and assigns. 
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(35) Settlement Agreement means this agreement including the recitals and schedules. 

(36) Settlement Class means, in respect of each of the Ontario Proceeding and the Quebec 

Proceeding, the settlement class defined in Schedule A. 

(37) Settlement Class Member means a member of a Settlement Class who does not validly 

opt -out of that Settlement Class in accordance with section 4.1 and any orders of the Courts. 

(38) Settling Defendant means POyry (Beijing) Consulting Company Limited. 

(39) Sino-Forest means Sino-Forest Corporation. 

(40) Subsidiary has the meaning ascribed to it in the Canada Business Corporations Act. 

( 41) Underwriters means 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 Bane of America Securities LLC, including, without 

limitation, their respective Subsidiaries and other Affiliates and their respective persoru1el. 

SECTION 2 • SETILEMENT APPROVAL 

2.1 Best Efforts 

The Parties shall use their best efforts to effectuate this settlement and to secure the 

prompt, complete and final dismissal with prejudice· of the Proceedings and without further 

recourse as against the Settling Defendant. 

2.2 Motions for Approval 

( 1) Each of the Ontario Plaintiffs and Quebec Plaintiffs shall promptly bring motions before 

the Ontario Court and the Quebec Court, respectively, for orders approving the notices described 

in section 10 herein, certifying the Ontario Proceeding and authorizing the Quebec Proceeding as 

a class proceeding for settlement purposes only and approving this Settlement Agreement. 

(2) The motions for approval of this Settlement Agreement referred to in section 2.2(1) shall 

not be returnable until the Opt Out Deadline has passed. 
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(3) The Ontario order certifying the Ontario Proceeding referred to in section 2.2(1) shall be 

substantially in the form attached hereto as Schedule B-1. The Quebec order authorizing the 

Quebec Proceeding referred to in section 2.2(1} shall be substantially in the form attached hereto 

as Schedule B-2. 

(4) The Ontario order approving the Settlement Agreement referred to in section 2.2(1) shall 

be sybstantially in the form attached_hereto_as Schedule. C-t. The Quebecordel' approving the

Settlement Agreement referred to in section 2.2(1) shall be substantially in the form attached 

hereto as Schedule C~2. 

(5) The form and content of the orders approving the Settlement Agreement contemplated in 

this section 2.2 shall be considered a material term of this Settlement Agreement and the failure 

of any Court to approve the orders substantially in the form contemplated herein and attached as 

schedules hereto shall constitute a Non-Approval of Settlement Agreement pursuant to section 

5.1 of this Settlement Agreement. 

2.3 Pre-Motion Confidentiality 

( l) · Until the first of the motions required by section 2.2 is brought, the Parties shall keep all 

of the tenns of this Settlement Agreement, and any information or documents related thereto, 

confidential and shall not disclose them without the prior written consent of counsel for the 

Settling Defendant and Class Counsel, as the case may be, except as required for the purposes of 

financial reporting or the preparation of financial records (including, without limitation. tax 

returns and financial statements) or as otherwise required by law, in which case the Party seeking 

to disclose shall provide at least fifteen (15) days written notice to the other Parties of the 

proposed disclosure and the basis for the proposed disclosure. 

(2) Any disclosure of the terms of this Settlement Agreement, and any information or 

documents related thereto, contemplated in subsection 2.3(1) or otherwise shall be for the sole 

and exclusive purpose of seeking approval of this Settlement Agreement by the Courts and . 

facilitating the settlement of the Proceedings and release of the Released Claims pursuant to the 

terms of this Settlement Agreement. 

375 



-10-

SECOON 3- SETTLEMENT BENEFITS 

3.1 Cooperation -No Disclosure of Privileged Communications 

Nothing in this Settlement Agreement shall require, or shall be construed to require, the 

Settling Defendant to disclose or produce any documents or information prepared by or for 

counsel for the Settling Defendant, or to disclose or produce any document or infonnation in 

breach of any order, regulatory directive, regulatory policy, regulatory agreement or law of any 

jurisdiction, or subject to solicitor-client privilege, litigation privilege, attorney-client privilege, 

work product doctrine, common interest privilege, joint defence privilege or any other privilege. 

3.2 Cooperation - No Disclosure of Documents or Information Contrary to Privacy and 
State Secrets Protection Laws 

Nothing in this Settlement Agreement shall require, or shall be construed to require, the 

Settling Defendant to disclose or produce anY documents or information, where production of 

such docwnents or information would potentially result, in the reasonable judgment of the 

Settling Defendant and its counsel, in a breach or violation of any federal, provincial, state or 

local privacy law, or any law of a foreign jurisdiction, including, without limitation, PRC privacy 

and state secrets protection laws. 

3.3 Cooperation- No Disclosure of Confidential Information 

Nothing in this Settlement Agreement shall require, or shall be construed to require, the 

Settling Defendant to disclose or produce any confidential documents or information that the 

Settling Defendant holds under commercial arrangements where such disclosure or production 

would potentially result. in the reasonable judgment of the Settling Defendant and its cotmSel, in 

a breach of contract. 

3.4 Cooperation 

(1) It is understood and agreed that all documents and information provided by the Settling 

Defendant or Releasees to Plaintiffs and Class Counsel under this Settlement Agreement shall be 

used only in connection with the prosecution of the claims in the Proceedings, and shall not be 

used directly or indirectly for any other purpose. Plaintiffs and Class Counsel agree that they 

will not publicize the documents and infonnation provided by the Settling Defendant beyond 
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what is reasonably necessary for the prosecution of the Proceedings or as otherwise required by 

law. 

(2) Within thirty (30) days of the Date of Execution or at a time mutually agreed upon by the ~ 

Parties, the Settling Defendant shall provide, through a meeting between counsel for the Settling 

Defendant and Class Counsel, an evidentiary proffer, which will include verbal information 

~ ~latingo to the ~allegations in the~ ProceedingS including, withouUimitation, a summary ~of the 

Settling Defendant's material interactions and involvement with Sino-Forest, the Auditors and 

the Underwriters; the Settling Defendant's understanding of Sino-Forest's business model as it 

pertains to timber plantation, purchased forests and· forestry mariagement; and the Settling 

Defendant's knowledge and understanding of Sino-Forest's actual or purported revenues and/or 

assets during the Class Period. 

(3) Within thirty (30) days of the Effective Date, or at a time mutually agreed upon by the 

Parties, the Settling Defendant shall provide copies of the following categories of documents 

being within the possession, custody or control of the Settling Defendant and the Releasees: 

(a) docwnents relating to Sino-Forest, the Auditors or the Underwriters, or any of 

them, as well as the dates, locations, subject matter, and participants in any 

·meetings with or about Sino-Forest, the Auditors or the Underwriters, or any of 

them; 

(b) documents provided by the Settling Defendant or any Releasee to any state, 

federal or international government or administrative agency, without geographic 

limitation, concerning the allegations raised in the Proceedings. excluding 

documents created for the purpose of being so provided; and 

(c) documents provided by the Settling Defendant or any Releasee to Sino-Forest's 

Independent Committee or the ad hoc committee of noteholders. 

(4) The obligation to produce documents pursuant to this section 3.4 shall be a continuing 

obligation to the extent that material documents are identified following the initial productions. 

The Settling Defendant and Releasees make no representation that they have a complete set of 

documents within any of the categories of information or documents described herein. 

~·77 
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(5) To the extent that any docwnent includes technical information within the expertise of 

the Settling Defendant, Class Counsel may request, and the Settling Defendant shall provide, an 

explanation sufficient for Class Cowtsel to understand the document; however, in no event will 

any liability or further obligation attach to such explanation. 

(6) Following the Effective Date, the Settling Defendant and Releasees shall, at the request 

of Class Co~!, upon reasonable notice, and subject to any legal restrictions, make reasonable 

efforts to make available at a mutually convenient time; at a mutually agreed upon location in 

North America, up to three (3) current or former employees of the Settling Defendant and 

Releasees who have knowledge of the allegations raised in the Proceedings to provide 

information regarding the allegations raised in the Proceedings in a personal interview with Class 

Counsel and/or experts retained by Class Counsel in the presence of, and assisted by, counsel for 

the Settling Defendant, provided that none of the employee(s) or former employee(s) are 

required to travel to North America pursuant to this subsection 3.4(6) more than two (2) times 

each. Costs incurred by, and the expenses of, the employees of the Settling Defendant and 

Releasees in relation to such interviews shall be the responsibility of the Settling Defendant. If 

the employee(s) or former employee(s) contemplated in this subsection 3.4(6) refuse to provide 

information, or otherwise cooperate, the Settling Defendant shall use reasonable efforts to make 

him/her available for an interview with Class Counsel and/or experts retained by Class Counsel 

as aforesaid. The failure of the employee(s) or former employee(s) contemplated in this 

subsection 3.4(6) to agree to make him or herself available, or to otherwise cooperate with the 

Plaintiffs shall not constitute a breach or other violation of this Settlement Agreement, and shall 

not provide any basis for the termination of this Settlement Agreement, provided that the Settling 

Defendant has made reasonable efforts to cause such cooperation. 

(7) Subject to the roles of evidence and the other provisions of this Settlement Agreement, 

the Settling Defendant agrees to use reasonable efforts to produce at trial and/or discovery or 

through affidavits acceptable to ClllSS Counsel or other testimony, (i) a current representative as 

Class Counsel and the Settling Defendant, acting reasonably, agree would be qualified to 
establish for admission into evidence the Settling Defendant and Releasees' involvement with 

Sino-Forest, the Auditors and the Underwriters; and (ii) current representatives as Class Counsel 

and the Settling Defendant, acting reasonably, agree would be necessary to support the 

submission into evidence of any information and/or docwnents provided by the Settling 
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Defendant or any Releasee in accordance with this Settlement Agreement that Class Counsel and 

the Settling Defendant, acting reasonably, agree might be reasonably necessary for the 

prosecution· of the Proceedings, including, without limitation, for the purpose of any motion 

where such evidence is reasonably necessary. 

(8) ln connection with its provision of infonnation, testimony and documents, the Settling 

Defendant and the Releasees shall have the right to assert solicitor-client privilege, litigation 

privilege and/or any other privilege, or to assert a right to refuse production on the basis of 

privacy law, state secrets Jaw, contractual confidentiality obligations or other rule of law of this 

or any other jurisdiction. To the extent that Class Counsel requests particular documents, 

information or other materials from the Settling Defendant and the Settling Defendant does not 

produce the requested documents, information or other materials on the basis of this provision, or 

any other provision herein: (i) counsel for the Settling Defendant shall provide Class Counsel 

with a description of any such documents, information or other materials and a description of the 

basis on which the Settling Defendant is not prepared to produce said document, infonnation or 

other material sufficient for Class Counsel to assess the nature of that basis and the document, 

information or other material, except where providing such descriptions would, in the reasonable 

judgment of counsel for the Settling Defendant, be contrary to privacy law, state secrets Jaw, 

contractual confidentiality obligations or other rule of law of this or any other jurisdiction, in 

which case counsel for the Settling Defendant will so advise; and (ii) Class Counsel or counsel 

for the Settling Defendant may seek to resolve any dispute arising from this subsection 3.4(8) 

pursuant to the procedures set out in section 11.7 of this Settlement Agreement 

(9) The Settling Defendant and Releasees waive any and all privilege relating to any specific 

document that the Settling Defendant has agreed to produce in response to this section 3.4. 

Notwithstanding the foregoing, nothing in this Settlement Agreement shall require, or shall be 

construed to require, the Settling Defendant or any Releasee to disclose or produce any 

documents or information prepared by or for counsel for the Settling Defendant during the 

course of any of the Proceedings. 

(10) If any ofthe types of documents referenced in sections 3.1, 3.2 or 3.3 are accidentally or 

inadvertently produced, such documents shall be promptly returned to counsel for the Settling 

Defendant and the documents and the infonnation contained therein shall not be disclosed or 
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used directly or indirectly, except with the express written permission of the Settling Defendant, 

and the production of such documents shall in no way be construed to have waived in any 

manner any privilege or protection attached to such documents. 

(II) It is understood and agreed that the Plaintiffs, the Settlement Class Members and Class 

Counsel shall not, without the express written consent of the Settling Defendant and its counsel, 

directly or indirectly use any infonnation or docwnents provided by the Settling Defendant or 

any Releasee, or received from the Settling Defendant or any- Releasee in connection with this 

Settlement Agreement, for any purpose other than the prosecution of the claims in the 

Proceedings, nor disclose or share with any other Persons (including, without limitation, any 

regulator, agency or organization of this or any other jurisdiction), any information or documents 

obtained from the Settling Defendant in connection with this Settlement Agreement or any 

information conveyed by counsel for the Settling Defendant or any Releasee, except in the event 

that a court in Canada expressly orders such infonnation or documents to be disclosed. In no 

circumstances, however, may the Plaintiffs, the Settlement Class Members and/or Class Counsel 

apply for or consent to such an order, and promptly, upon becoming aware of an application or 

motion for such an order, Class Counsel shall immediately notify the Settling Defendant of the 

application or motion in order that the Settling Defendant may intervene in such proceedings. 

The disclosure restrictions set forth in this subsection do not apply to otherwise publicly 

available documents and infonnation. 

(12) The Settling Defendant and Releasees' obligations to cooperate as particularized in this 

section 3.4 shaH not be affected by the release provisions contained in section 6 of this 

Settlement Agreement. The Settling Defendant and Releasees• obligations to cooperate shall 

cease at the date of final judgment or order in the Proceedings against all Defendants, including, 

without limitation, an order approving a settlement between the Plaintiffs and the Non-Settling 

Defendants and/or an order dismissing the Proceedings. In the event the Settling Defendant or 

any Releasee materially breaches this section 3.4, Class Counsel may move before the Courts to 

enforce the terms of this Settlement Agreeroent. 

(13) The provisions set forth in this section 3.4 shall constitute the exclusive means by which 

the Plaintiffs, the Settlement Class Members and Class CounSel may obtain discovery from the 

Settling Defendant, its current and former directors, officers or employees and the Releasees, and 
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the Plaintiffs, the Settlement Class Members and Class Counsel shall pursue no other means of 

discovery against the Settling Defendant, its current and former directors, officers or employees 

and the Releasees, whether under the laws or rules of any jurisdiction. 

(14) A material factor influencing the Settling Defendant's decision to execute this Settlement 

Agreement is its desire to limit the burden and expense of this litigation. Accordingly, Class 

Counsel agree to exercise good faith in seeking cooperation from the Settling Defendant and any 
Releasee and to avoid seeking infonnation that is unnecessary, cumulative or duplicative and 

agree otherwise to avoid imposing undue or unreasonable burden or expense on the Settling 

Defendant or Releasees. 

SECTION 4- OPTING-OUT 

4.1 Procedure 

(1) A Person may opt-out of the Proceedings by sending a written election to opt·out. signed 

by the Person or the Person's designee, by pre-paid mail, courier, fax, or email to the Opt-Out 

Admhustrator at an address to be identified in the Notice of Certification/Authorization 'arid 

Approval Hearings. Residents of Quebec must also send the written election to opt-out by pre

paid mail or courier to the Quebec Court at an address to be identified in the Notice of 

Certification/Authorization and Approval Hearings. 

(2) An election to opt-out will only be effective if it is actually received by the Opt-Out 

Administrator on or before the Opt-Out Deadline. 

(3) · The written election to opt-out must contain the following infonnation in order to be 

effective: 

(a) the Person's full name, current address and telephone number; 

(b) the name and number of Sino-Forest securities purchased during the Class Period 

and the date and price of each such transaction; 

(c) a statement to the effect that the Person wishes to be excluded from the 

Proceedings; and 

(d) the reasons for opting out. 

381 
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(4) Quebec Class Members who have commenced proceedings or commenceproceedings 

against any of the Defendants with respect to the matters at issue in the Quebec Proceeding and 

. fail to discontinue such proceedings by the Opt-Out Deadline shall be deemed to have opted out 

of the Quebec Proceeding. Quebec Counsel warrant and represent that, to the best of their 

knowledge, no such action has been commenced as ofthe date this Settlement Agreement was 

executed by it. 

4.2 Opt-Out Report 

Within fifteen (15) days of the Opt:-Out Deadline, the Opt-Out Administrator shall 

provide to the Settling Defendant a report containing the following information in respect of each 

Person, if any, who has validly and timely opted out of the Proceedings: 

(a) the Person's full name, current address and telephone nwnber; 

(b) the reasons for opting out, if given; and 

(c) a copy of all information provided in the opt-out process by the Person electing to 

opt-out. 

SECTION 5- NON-APPROVAL OF SE'ITLEMENT AGREEMENT 

5.1 Effect ofNon-Approval of Settlement Agreement 

In the event of non-approval of the Settlement Agreement by either of the Ontario Court 

or the Quebec Court: 

(a) any order certifying or authorizing a Proceeding as a class action on the basis of the 

Settlement Agreement or approving this Settlement Agreement shall be set aside and 

declared null and void and of no force or effect. and anyone shall be estopped from 

asserting otherwise; 

(b) to the extent that any Court is resistant to setting aside any order certifying or 

authorizing the Proceeding as a class action solely for settlement purposes, Class 

Counsel undertakes to, on a best efforts basis, assist the Settling Defendant in having 

such an order set aside and shall, if requested by the Settling Defendant, bring a 
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motion on behalf of the Plaintiffs to set aside any order certifying or authorizing the 

Proceeding as a class action solely for settlement pwposes; 

(c) any prior certification or authorization of a Proceeding as a class proceeding, 

including, without limitation, the definitions of the Settlement Class and the 

Common Issue, shall be without prejudice to any position that any of the Parties may 

later take on any issue in the Proceedings or any other litigation; 

(d) within ten ( 1 0) days of such non-approval having occurred, Class Counsel shall 

destroy: (i) all documents and other materials provided by the Settling Defendant or 

any Releasee; and (ii) all documents and other materials containing or reflecting 

information derived from any documents or other materials provided by the Settling 

Defendant or any Releasee or conveyed by. cotmsel for the Settling Defendant, 

through the evidentiary proffer process described in subsection 3.4(2) herein or 

otherwise. 

(e) To the extent Class Cotmsel or the Plaintiffs have disclosed any documents or other 

materials provided by the Settling Defendant or any Releasee to any other Person, 

Class Counsel shall, within ten (10) days, recover and destroy such documents and 

other materials and shall provide the Settling Defendant and Releasees with a written 

certification by Class Counsel of such destruction. 

(f) Nothing contained in this section 5.1 shall be construed to require Class Counsel to 

destroy any of their work product; and 

(g) subject to section 5.2 herein, all obligations pursuant to this Settlement Agreement 

shall cease immediately. 

5.2 Survival of Provisions After Non-Approval of Settlement Agreement 

If this Settlement Agreement is not approved by the Courts, the provisions of sections 5, · 

8.1, and 8.2, and the definitions and Schedules applicable thereto shall survive the non-approval 

and continue in full force and effect. The definitions and Schedules shall survive only for the 

limited purpose of the interpretation of sections 5, 8.1, and 8.2 within the meaning of this 

Settlement Agreement, but for no other purposes. All other provisions of this Settlement 
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Agreement and all other obligations pursuant to this Settlement Agreement shall cease 

immediately. 

5.3 Reservation of Rights in the Event of Non-Approval of Settlement Agreement 

Except as may be set forth in this Settlement Agreement. the Settling Defendant and 

Plaintiffs expressly reserve all of their respective rights if this Settlement Agreement does not 

become effective or is not approved by the Courts and the Plaintiffs hereby expressly 

acknowledge that they will not, in any way whatsoever, use the fact or existence of this 

Settlement Agreement or related documents and information as any form of admission, whether 

of liability, process, wrongdoing, or otherwise, of the Settling Defendant. 

SECTION 6 ·RELEASES AND DISMISSALS 

6.1 Release of Releasees 

(I) Upon the Effective Date, and in consideration of the cooperation of the Settling 

Defendant and the Releasees pursuant to this Settlement Agreement. and for other valuable 

consideration set forth in the Settlement Agreement, the Releasors forever and absolutely release 

the Releasees from the Released Claims. 

(2) The Releasors are aware that they may hereafter discover claims or facts in addition to or 

different from those they now know or believe to be true with respect to the matters giving rise to 

the Released Claims. Nevertheless, it is the intention of each of the Releasors to fully, finally 

and forever settle and release the Released Claims. In furtherance of such intention, the release 

given herein shall be and remain in effect as a full and complete release of all Released Claims, 

notwithstanding the discovery or existence of any additional or different claims or facts relative 

thereto. 

6.2 Covenant Not To Sue 

Notwithstanding section 6.1, for any Settlement Class Members resident in any province 

or territory where the release of one tortfeasor is a release of all other tortfeasors, upon the 

Effective Date, the Releasors do not release the Releasees but instead covenant and undertake 

not to make any claim in any way or to threaten, commence, participate in or continue any 

proceeding in any jurisdiction against the Releasees in respect of or in relation to the Released 

Claims. 
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6.3 No Further Claims 

The Releasers shall not now or hereafter institute, continue, maintain or assert, or 

otherwise join, assist, aid or act in concert in any manner whatsoever, either directly or 

indirectly, whether in Canada or elsewhere, on their own behalf or on behalfof any class or any 

other Person, any action, suit, proceedings, arbitration, cause of action, claim or demand, 

whether civil, criminal, regulatory or otherwise, against any Releasee or any other-Person who 
-~'=- ~- ~ =~--~~ -=~- ~- ~ -~--~---~~ ~ ~~ ,~~~~- ~~ =- ~0=- =- ~~-~ ---=--- -- -...-~---

may claim contribution or indemnity from any Releasee arising from, in respect of or in 

connection with any of the matters giving rise to any Released Claim or any matter related 

thereto, except for the continuation of the Proceedings against the Non-Settling Defendants. 

6.4 Dismissal of the Proceedings 

Upon the Effective Date, each of the Ontario Proceeding and the Quebec Proceeding 

shall be dismissed with prejudice and without costs as against the Settling Defendant. 

6.5 Dismissal of Other Actions 

( 1) Upon the Effective Date, each Settlement Class Member shall be deemed to consent to 

the dismissal, without costs or further recourses and with prejudice, of his, her or its Other 

Actions against the Releasees. 

(2) Upon the Effective Date, all Other Actions in each of the Courts' respective jurisdictions 

commenced by any Settlement Class Member shall be dismissed against the Releasees, without 

costs or further recourses and with prejudice. 

SECfiON 7- BAR ORDER AND OTHER CLAIMS 

7.1 Ontario Bar Order 

(l) The Plaintiffs in the Ontario Proceeding shall seek a bar order from the Ontario Court 

providing for the following: 

(a) AU claims for contribution, indemnity or other claims over, including, without 

limitation, potential third party claims, at common law, equity or pursuant to the 

OSA 9r other statute, whether asserted, unasserted or asserted in a representative 

capacity, inclusive of interest, taxes and costs, relating to the Released Claims, which 

were or could have been brought· in the Proceedings or otherwise, or could in the 
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future be brought on the basis of the same events, actions and omissions underlying 

the Proceedings or otherwise, by any Non-Settling Defendant or any Party or other 

Releas0r against a Releasee are barred, prohibited and enjoined in accordance with 

the terms of this section 7.1. 

(b) If the Court detennines that there is a right of contribution and indemnity or other 

claims over, whether in equity or in law, pursuant to the OSA or other statute, or 

otherwise: 

i. the Ontario Settlement Class Members shall not be entitled to claim or 
recover from the Non-Settling Defendants that portion of any damages 
(including punitive damages, if any), restitutionary award, disgorgement 
of profits, interest and costs that corresponds to the Proportionate 
Liability of the Releasees proven at trial or otherwise; and 

ii. this Court shall have . full authority to determine the Proportionate 
Liability of the Releasees at the trial or other disposition of this action, 
whether or not the Releasees ~ppear at the trial or other disposition and 
the Proportionate Liability of the Releasees shall be determined as if the 
Releasees are parties to this action. and any determination by this Court 
in respect of the Proportionate Liability of the Releasees shall only apply 
in this action and shall not be binding on the Releasees in any other 
proceedings. 

(c) After the Ontario Proceeding has been certified as a class action and all appeals or 

times to appeal from such certification have been exhausted, a Non-Settling 

Defendant may make a motion to the Court on at least twenty (20) days notice, and 

to be detennined as if the Settling Defendant is party to this action. seeking orders 

for the following: 

i. documentary discovery and an affidavit of documents in accordance 
with the Rules of Civil Procedure, O.Reg. 194 from the Settling 
Defendant; 

ii. oral discovery of a representative of the Settling Defendant, the 
transcripts ofwhich may be read in at trial; 

iii. leave to serve a request to admit on the Settling Defendant in respect of 
factual matters; and/or 

iv. the· production of a representative of the Settling Defendant to testify at 
trial, with such witness or witnesses to be subject to cross-examination 
by counsel for the Non-Settling Defendants. 
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(d) The Settling Defendant retains all rights to oppose Such motion(s) brought under 

subsection 7.1(1Xc). 

(e) A Non-Settling Defendant may effect service of the motion(s) referred to in 

subsection 7.l(l)(c) on the Settling Defendant by service on counsel of record for the 

Settling Defendant in the Ontario Proceeding. 

(f) To the extent that an order is granted pursuant to subsection 7.l(l)(c) and discovery 

is provided to a Non-Settling Defendant, a copy of all discovery provided, whether 

oral or documentary in nature, shall promptly be provided by counsel for the Settling 

Defendant to Class Counsel on behalf of the Plaintiffs. 

7.2 Quebec Bar Order 

(1) The Plaintiffs in the Quebec Proceeding shall se<:k a bar order from the Quebec Court 

providing for the following: 

(a) the Plaintiffs and the Settlement Class Members in the Quebec Proceeding expressly 

waive the benefit· of solidarity against the Non-Settling Defendants with respect to 

the facts, deeds and omissions of the Settling Defendant; 

(b) the Plaintiffs and the Settlement Class Members in the Quebec Proceeding shall 

henceforth only be able to claim and recover damages, including punitive damages, 

attributable to the conduct of the Non-Settling Defendants; 

(c) any action in warranty or other joinder of parties to obtain any contribution or 

inde1llllity from the Settling Defendant or relating to the Released Claims shall be 

inadmissible and void in the context of the Quebec Proceeding; and 

(d) the Quebec Court retains an ongoing supervisory role for the purposes of executing 

this section 7 .2, as well as all procedural aspects of the Quebec Proceeding, and all 

issues regarding this section 7.2 or any other procedural issues shall be resolved 

under special case management and according to the Quebec Code of Civil 

Procedure, and the Settling Defendant shall acknowledge the jurisdiction of the 

Quebec Court for such purposes. 
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7.3 Claims Against Other Persons Reserved 

Except as provided herein, this Settlement Agreement does not settle, compromise, 

release or Limit in any way whatsoever any claim by Settlement Class Members against any 

Person other than the Settling Defendant and the Rele_asees. 

7.4 Material Term 

The form and content of the bar orders contemplated in this section 7 shall be considered 

a material term of this Settlement Agreement and the failure of any Court to approve the bar 

orders contemplated herein shall constitute a Non-Approval of Settlement Agreement pursuant to 

section 5 .I of this Settlement Agreement. 

SECTION 8- EFFECT OF SETTLEMENT 

8.1 No Admission of Liability 

Whether or not this Settlement Agreement is approved by the Courts: 

(i) this Settlement Agreement and anything contained herein. 

(ii) any and all negotiations, documents, discussions and proceedings associated with 

this Settlement Agreement, and 

(iii) any action taken to carry out this Settlement Agreement, 

shall not be deemed, construed or interpreted to be an admission of any violation of any statute 

or Jaw, or of any wrongdoing or liability by the Settling Defendant or by any Releasee, or of the 

truth of any of the claims or allegations contained in the Proceedings or any other pleading fileQ 

by the Plaintiffs or any other Settlement Class Member. 

8.2 Agreement Not Evidence 

The Parties agree lhat, whether or not approved by the Courts: 

(i) this Settlement Agreement and anything contained herein, 

(ii) any and all negotiations, documents, discussions and proceedings associated with 

this Settlement Agreement, and 
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(iii) any action taken to carry out this Settlement Agreement, 

shall not be referred to, offered as evidence or received in evidence in any pending or future 

civil, criminal or administrative action or proceeding, except in a proceeding to approve and/or 

enforce this Settlement Agreement, or to defend against the assertion of Released Claims, or as 

otherwise required by law. 

8.3 No Further Litigation 

No Class Counsel, nor anyone currently or hereafter employed by, associated with, or a 

partner with Class Counsel, may directly or indirectly participate or be involved in or in any way 

assist with respect to any claim made or action commenced by any Person which relates to or 

arises from the Released Claims, except in relation to the continued prosecution of the 

Proceedings against any Non-Settling Defendant. Moreover, these Persons may not divulge to 

anyone for any purpose any infonnation obtained in the course of the Proceedings or the 

negotiation and preparation of this Settlement Agreement, except to the extent such information 

is otherwise publicly available or unless ordered to do so by a court. 

SECTION 9- CERTIFICATION OR 
AUTHORIZATION FOR SETTLEMENT ONLY 

(1) The Parties agree that the Ontario Proceeding shall be certified, and the Quebec 

Proceeding shall be authorized, as class proceedings solely for purposes of settlement of the 

Proceedings and the approval of this Settlement Agreement by the Courts .. 

(2) The Plaintiffs agree that, in the motions for certification of the Ontario Proceeding and 

for authorization of the Quebec Proceeding as class proceedings and for the approval of this 

Settlement Agreement, the only common issue that they will seek to defme is the Common Issue 

and the only classes that they will assert are the Settlement Classes. 

SECTlON 10- NOTICE TO SETTLEMENT CLASSES 

10.1 Required Notice 

The proposed Settlement Classes shall be given Notice of Certification! Authorization and 

Approval Hearings. 
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10.2 Form and Distribution ofNotiees 

(1) The form of notice referred to in section 10.1 and the manner and extent of publication 

and distribution of the notice shall be as agreed to by the Plaintiffs and the Settling Defendant 

and approved by each of the Courts. 

(2) The Settling Defendant shall pay the c-osts of the notice required in section 10.1 and the 

cost of the Opt-Out Administrator, provided that such costs shall not exceed $100,000 CAD 

(exclusive of all applicable taxes). Any costs in excess of $100,000 CAD (exclusive of aU 

applicable taxes), shall be borne equally by the Settling Defendant and the Plaintiffs. 

SECTION 11 -MISCELLANEOUS 

11.1 Motions for Directions 

(1) Class Counsel or the Settling Defendant may apply to the Courts for directions in respect 

of the interpretation, implementation and administration of this Settlement Agreement. Unless 

the Courts order otherwise, motions for directions that do not relate specifically to the Quebec 

Proceeding shall be determined by the Ontario Court. 

(2) All motions contemplated by this Settlement Agreement shall be on notice to the 

Plaintiffs and Settling Defendant, as appropriate. 

11.2 Class Counsel to Advise Settling Defendant of Status of Proceedings 

Class Counsel agrees to provide infonnation as to the status of the Proceedings in 

response to reasonable requests made by the Settling Defendant from time to time as to the status 

of the Proceedings. Upon reasonable request, Class Counsel will promptly provide counsel for 

the Settling Defendant with electronic copies of all affidavit material and facta exchanged in the 

Proceedings, unless precluded from doing so by court order. 

11.3 Headings, etc. 

In this Settlement Agreement: 

(a) the division of the Settlement Agreement into sections and the insertion of 

headings are for convenience of reference only and shall not affect the 

construction or interpretation of this Settlement Agreement; 

I 
390 I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

-25-

(b) words in the singular include the plural and vice-versa and words in one gender 

include all genders; and 

(c) the terms ''this Settlement Agreement", "hereof, "hereunder", "herein", and 

similar expressions refer to this Settlement Agreement and not to any particular 

section or other portion of this Settlement Agreement. 

11.4 Computation of Time 

In the computation of time in this Settlement Agreement, except where a contrary 

intention appears, 

(a) where there is a reference to a number of days between two events, the nwnber of 

days shall be counted by excluding the day on which the first event happens and 

including the day on which the second event happens, including all calendar days; 

and 

(b) only in the case where the time for doing an act expires on a holiday, the act may 

be done on the next day that is not a holiday. 

11.5 Ongoing Jurisdiction 

( t} Each of the Courts shall retain exclusive jurisdiction over each Proceeding commenced in 

its jurisdiction, and over the Parties thereto. 

(2) No Party shall ask a Court to make any order or give any direction in respect of any 

matter of shared jurisdiction unless that order or direction is conditional upon a complimentacy 

order or direction being made or given by the other Court(s) with which it shares jurisdiction 

over that matter. 

(3) The Plaintiffs and the Non-Settling Defendant may apply to the Ontario Court for 

direction in respect of the implementation, administration and enforcement of this Settlement 

Agreement. 

11.6 Governing Law 

This Settlement Agreement shall ·be governed . by and construed and interpreted in 

accordance with the laws of the Province of Ontario, save for matters relating exclusively to the 
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Quebec Class Members, which maners shall be governed by and construed and interpreted in 

accordance with the Laws of the Province of Quebec shall apply. 

11.7 Disputes 

(1) Subject to subsection 11.7(2) herein, if there is a dispute regarding the applicability of 

any provision or term of this Settlement Agreement.which cannot be resolved through reasonable 

discussions and negotiations as between Class Counsel and counsel for the Settling Defendant, 

such dispute(s) shall be submitted to the Ontario Court for resolution, save for dispute(s) relating 

exclusively to the Quebec Class Members, which dispute(s) shall be submitted to the Quebec 

Court for resolution. The costs of any such dispute shall be shared by the parties to the dispute 

according to the degree to which they do or do not prevail on their respective claims (i.e., with 

the losing party bearing the greater share), as detennined by the Ontario Court or the Quebec 

Court, as the case may be. To the extent that any dispute contemplated in this subsection 11.7(1) 

involves or requires a detennination as to whether any documents or other materials shall be 

required to be disclosed pursuant to this Settlement Agreement, Class Counsel and counsel for 

the Settling Defendant agree to seek, on a consent basis, a sealing order or other appropriate 

relief such as to ensure that any such documents or other materials shall remain confidential and 

shall not form part of the public Ontario Court record or the Quebec Court record, as the case 

maybe. 

(2) To the extent that any dispute contemplated in this section 11.7 involves or requires a 

detennination as to whether any documents, infonnation or other materials are prohibited from 

being disclosed by the Settling Defendant pursuant to any foreign privacy law, foreign state 

secrets law or other law of a foreign jurisdiction, Class Counsel and counsel for the Settling 

Defendant agree to seek, on a joint and reasonable efforts basis, the requisite approval for the 

disclosure or export of such documents or other materials from the relevant authorities of the 

applicable foreign jurisdiction. 

11.8 Joint and Severable /Indivisible 

All of the obligations of the Plaintiffs and the Releasors in this Settlement Agreement are 
' 

joint and several (in Quebec, solidary) amongst them and are indivisible under the laws of 

Quebec. All of the obligations of the Settling Defendant and the R:eleasees in this Settlement 
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Agreement are joint and severaJ (in Quebec, solidary) amongst them and are indivisible under 

the laws of Quebec. 

11.9 Entire Agreement 

lbis Settlement Agreement constitutes the entire agreement among the Parties, and 

supersedes all prior and contemporaneous understandings, undertakings, negotiations, 

representations, promiSes, agreements, agreements in pnridple and memoranda· of understandi~g 

in connection herewith. None of the Parties will be bound by any prior obligations, conditions or 

representations with respect to the subject matter of this Settlement Agreement, unless expressly 

incorporated herein. 

11.10 Amendments 

This Settlement Agreement may not be modified or amended except in writing and on 

consent of all Parties hereto and any such modification or amendment must be approved by the 

Courts with jurisdiction over the matter to which the amendment relates. 

11.11 Binding Effect 

This Settlement Agreement shall be binding upon, and enure to the benefit of, the 

Plaintiffs, the Settling Defendant, the Releasees, the Settlement Class Members, the Releasors 

and all of their successors and assigns unless and until this Settlement Agreement is not 

approved by the Courts, in which case only those sections referenced in section 5.2 of this 

Settlement Agreement shall continue to be binding in the manner contemplated in this section 

11.11. Without limiting the generality of the foregoing, each and every covenant, condition, 

release and agreement made herein by the Plaintiffs shall be binding upon all Releasors and each 

and every covenant, condition, release and agreement made herein by the Settling Defendant 

shall be binding upon all of the Releasees unless and until this Settlement Agreement is not 

approved by the Courts, in which case only those sections referenced in section 5.2 of this 

Settlement Agreement shall continue to be binding in the manner contemplated in this section · 

ll.ll. 

11.12 General Obligation 

Without limiting the generality of any other provisions of this Settlement Agreement, 

until such time as either of the Courts have refused to approve this Settlement Agreement and the 
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delay for appeal from which shall have expired without any appeal having been lodged: (i) none 

of the Plantiffs, the Releasors and Class Counsel shall take any action or omit to take any action 

that is inconsistent with the purposes and scope of this Settlement Agreement; and (ii) none of 

·the Settling Defendant, the Releasees and their respective counsel that are party hereto shall take 

any action or omit to take any action that is inconsistent with the purposes and scope of this 

Settlement Agreement. 

11.13 No Assignment 

None of the Plaintiffs and the Releasors has heretofore assigned, transferred or grant~d, 

or purported to assign, transfer or grant, any of the claims, demands and causes of action 

disposed of by this Settlement Agreement including, without limitation, any of the Released 

Claims. 

11.14 Third Party Beneficiaries 

The Plaintiffs acknowledge and agree, on their behalf and on behalf of all Releasors, that 

the Releasees other than the Settling Defendant are third party beneficiaries of this Settlement 

Agreement., and that the obligations and agreements of the Plaintiffs and the Releasors under this 

Settlement Agreement are expressly intended to benefit all Releasees despite not being 

signatories to this Settlement Agreement. 

11.15 Counterparts 

This Settlement Agreement may be executed in counterparts, all of which taken together 

win be deemed to constitute one and the same agreement, and a facsimile signature shall be 

deemed an original signature for purposes of executing this Settlement Agreement. 

11.16 Negotiated Agreement 

This Settlement Agreement has been the subject of negotiations and discussions among 

the undersigned, each of which has been represented and advised by competent counsel, so that 

any statute, case law, or rule of interpretation or construction that would or might cause any 

provision to be construed against the drafter of this Settlement Agreement shall have no force 

and effect. The Parties further agree that the language contained in or not contained in previous 

drafts of this Settlement Agreement, or any agreement in principle, shall have no bearing upon 

the proper interpretation of this Settlement Agreement. 
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11.17 Language 

The Parties acknowledge that they have required and consented that this Settlement 

Agreement and all related documents be prepared in English; les parties reconnaissent avoir 

exige que la presente convention et tous les documents connexes soient rediges en anglais. If a 

French translation is made, the English version will have precedence. 

11.18 Transaction 

This Settlement Agreement constitutes a transaction in accordance with Articles 2631 

and following of the Civil Code of Quebec, and the Parties are hereby renouncing to any errors of 

fact, of law and/or of calculation. 

11.19 Recitals 

The recitals to this Settlement Agreement are true and form an integral part of the 

Settlement Agreement. 

11.20 Schedules 

The Schedules annexed hereto fonn an integral part of this Settlement Agreement. 

11.21 Acknowledgements 

Each of the Parties hereby affirms and acknowledges that: 

(a) he, she or a representative of the Party with the authority to bind the Party with 

respect to the matterS set forth herein has read and understands the Settlement 

Agreement; 

(b) the terms of this Settlement Agreement and the effects thereof have been fully 

explained to him, her or the Party's representative by his, her or its counsel; 

(c) he, she or the Party's representative fully understands each tenn of the SettJement 

Agreement and its effect; and 

(d) no Party has relied upon any statement, representation or inducement (whether 

material, false, negligently made or otherwise) of any other Party with respect to 

the first Party's decision to execute this Settlement Agreement. 
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11.22 Authorized Signatures 

Each of the undersigned represents that he or she is ful1y authorized to enter into the 

tenns and conditions of, and to execute, this Settlement Agreement. 

11.23 Notice 

Where this Settlement Agreement requires a Party to provide notice or any other 

communication or docwnent to another, such notice, communication or document shall be 

provided by email, facsimile or letter by overnight delivery to the representatives for the Party to 

whom notice is being provided, as identified below: 

For Plaintiffs in the Ontario Proceedings and for Ontario Counsel: 

Charles M. Wright 

Siskinds LLP 
Barristers and Solicitors 
680 Waterloo Street 
London, ON N6A 3V8 

Telephone: 519-660-7753 
Facsimile: 519-660-7754 
Email: charles. wright@siskinds.com 

Kirk M. Baert 

Koskie Minsky LLP 
Barristers and Solicitors 
20 Queen Street West, Suite 900, Box 52 
Toronto, ON MSH 3R3 

Tel: 416.595.2117 
Fax: 416.204.2889 
Email: kbaert@kmlaw.ca 

For Plaintiffs in the Quebec Proceedings and for Quebec CoWlsel 

Simon Hebert 

Siskinds Desmeules s.e.n.c.r.l. 
Les promenades du Vieux-Quebec 
43 rue Buade, bureau 320 
Quebec City, QC G lR 4A2 

Telephone: 418-694-2009 
Facsimile: 418-694-0281 
Email: simon.hebert@siskindsdesmeules.com 
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For Settling Defendant 
in the Ontario Proceeding: 

John J. Pirie 

Baker & McKenzie LLP 
Barristers & Solicitors_ 
Brookfield Place 
Bay/Wellington Tower 
181 Bay Street, Suite 2100 
Torouto, Ontario MSJ 2T3 
Canada 

Telephone: 416.865.2325 
Fax: 416.863.6275 
Email: john. pirie@bakennckenzie.com 

- 31 -

For Settling Defendant 
in the Q~ebec Proceeding 

Bernard Gravel 

Lapointe Rosenstein Marchand Melan~on, 
LLP 
1250 Rene-Uvesque Blvd. West, Suite 1400 
Montreal, Quebec, H3B 5E9 
Canada 

Telephone: 514.925.6382 
Fax: 514.925.5082 
Email: bernard. gravel@lnnm.com 
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11.24 Date of Execution 

The Parties have executed this Settlement Agreement as of the date on the cover page. 

By: l().j;:2 
~N7wn~e~:~S~i~sk~i~n~ds-L~L~P~-------------

Title: Q!1tario <29..unsel · 

,,,;~~ ~'}-/-~::?>~- f ... 

By: 
-~----.,.-"-----

Name:- Koskie Minsky LLP 
Title: Ontario Counsel 

'~-- -~,: --f -·I- .. ~ I I 
By: Namef~~i.hl:rr/it£J:;es s.e.n,c.r.l 

Title: Quebec Counsel 

P6YRY (BEIJING) CONSULTING 
COMPANY LIMITED 

\tr·. 
By: 

~----~~~~~~~77~------
Name: McKt:nzie LLP 
Title: Counsel for the Settling 

Defendant in Ontario 

B . ~\ .. /1_ <..i·r<.t' .If£· · J. / jt Jt;.~ .r&-""-

N&ne: Lapointe Rpsenstein Marchand 
Mela11yon, LLP 

Title: Counsel for the Settling 
Defendant in Quebec 
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Proceeding 

Ontario Superior 
Court of Justice 
Court File No. 
CV~ll-431153-

OOCP (the 
"Ontario 
Proceeding") 

Superior Court of 
Quebec (District 
of Quebec). File 
No. 200..()6--
000132-111 (the 
••Quebec 
Proceeding") 

----------------------------
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SCHEDULE A- PROCEEDINGS 

Plaintiffs Defendants Settlement Class 

The Trustees of the Sino-Forest Corporation, All persons and 
Labourers' Pension Ernst & Young LLP, BOO entities, wherever 
Fund of Central And Limited (fonnerly known they may reside who 
Eastern Canada, the as BOO McCabe Lo acquired Sino Forest's 
Trustees of the Limited), Allen T. Y. Chan, Securities during the 
International Union W. Judson Martin, Kai Kit Class Period by 
of Operating Poon. David J. Horsley, distribution in Canada 
Engineers Local 793 William E. Ardell, James or on the Toronto 
Pension Plan for P. Bowland, James M.E. Stock Exchange or 
Operating Engineers Hyde, Edmund Mak, other secondary 
in Ontario, Sjunde Simon Murray, Peter market in Canada, 
Ap-Fonden, David Wang, Garry J. West, which includes 
Grant and Robert Poyry (Beijing) Consulting securities acquired 
Wong Company Limited, Credit over-the-counter, and 

Suisse Securities (Canada). all persons and 
Inc .• TD Securities Inc .• entities who acquired 
Dundee Securities Sino Foresfs 
Corporation, RBC Securities during the 
Dominion Securities Inc., Class Period who are 
Scotia Capital Inc .• CJBC resident of Canada or 
World Markets Inc., were resident of 
Merrill Lynch Canada Inc., Canada at the time of 
Canaccord Financial Ltd., acquisition, except the 
Maison Placements Canada Excluded Persons. 
Inc., Credit Suisse 
Securities (USA) LLC and 
Bane Of America 
Securities LLC 

Guining Liu Sin~Forest Corporation, All natural persons, as 
Ernst & Young LLP, Allen well as all legal 
T.Y. Chan, W. Judson persons established 
Martin, Kai Kit Poon, for a private interest, 
David J. Horsley, William partnerships and 
E. Ardell, James P. associations having no 
Bowland, James M.E. more than fifty (50) 
Hyde, EdmlUld Mak, persons boWld to it by 
Simon Munay, Peter contract of 
Wang, Garry J. West employment under its 
and POyry (Beijing) direction or control 
Consulting Company during the twelve (12) 
Limited month period 

preceding the motion 
for authorization 
domiciled in Quebec 
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I 
Proceeding Plaintiffs Defeodants Settlement Class 

{other than the 
Defendants, their past I 
and present 
subsidiaries, affiliates, 
officers, directors, I 
senior employees, 
partners, legal 
representatives, heirs, I 
predecessors, 
successors and 
assigns, and any 
individual who is an 

I 
immediate member of 
the families of the 
individual named I 
defendants) who 
purchased or 
otherwise acquired, I 
whether in the 

.. secondary market, or 
under a prospectus or I 
other offering 

l 
document in the 
primary market, 
equity, debt or other 

I 
securities of or 
relating to Sino-Forest 
Corporation, from and I 
including August 12, 
2008 to and including 
June 2, 2011. I 
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This Is Exhibit "AA" 
mentioned and referred to in the 
Affidavit of Daniel E. H. Bach, 
sworn before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
2012. 

- - ~~- ~ 0-

,..__,,__,...,._uissioner, etc. 
e e Kalloghlian 

(LSUC #55557F) 
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SINO-FOREST CORPORATION 

MANAGEMENT INFORMATION CIRCULAR 

SOLICITATION OF PROXIES 

This management information circular is furnished in connection with the solicitation of proxies by the 
management of Sino-Forest Corporation (the "Corporation") for use at the annual meeting (the 
"Meeting") of holders of common shares of the Corporation (collectively, the "Shareholders" or 
jndividually, a '~ShareiJ()lde_r:") ~o be -~el<l a.t the time and place and for the purposes set forth in the 
oattach~d Noti~e of Annual Meeting of Shareholders (the "Notice''). -The solicitation will be primariiy- by 
mail, but proxies may also be solicited personally or by telephone by regular employees of the 
Corporation. The cost of solicitation will be borne by the Corporation. 

The Corporation has distributed or made available for distribution, copies of the Notice, the management 
information circular and form of proxy to clearing agencies, securities dealers, banks and trust companies 
or their nominees (collectively, the "Intermediaries") for distribution to Shareholders (the 
"Non-registered Shareholders") whose shares are held by or in custody of such Intermediaries. Such 
Intermediaries are required to forward such documents to Non-registered Shareholders.unless a Non
registered Holder has waived the right to receive them. The solicitation of proxies from Non-registered 
Shareholders will be carried out by the Intermediaries or by the Corporation if the names and addresses of 
the Non-registered Shareholders are provided by Intermediaries. The Corporation will pay the permitted 
fees and costs oflntermediaries incurred in connection with the distribution of these materials. 

APPOINTMENT AND REVOCATION OF PROXIES 

The persons named in the enclosed form of proxy are officers and directors of the Corporation. A 
Shareholder has the right to appoint a person (who need not be a Shareholder) to attend and act for 
such Shareholder and on his, her or its behalf at the Meeting other than the persons designated in 
the enclosed form of proxy. Such right may be exercised by inserting in the blank space provided for 
that purpose the name of the desired person or by completing another proper form of proxy and, in either 
case, delivering the completed and executed proxy to the Corporation, 90 Bumhamthorpe Road West, 
Suite 1208, Mississauga, Ontario, LSB 3C3, or its transfer agent and registrar, CIBC Mellon Trust 
Company, Attention: Proxy Department, 200 Queens Quay East, Unit #6, Toronto Ontario MSK 4A9 not 
later than the close of business on Friday, May 23, 2008 or delivering it to the chairman of the Meeting on 
the day of the Meeting or any adjournment thereof prior to the time of voting. A proxy must be executed 
by the registered Shareholder or his or her attorney duly authorized in writing or, if the Shareholder is a 
corporation, by an officer or attorney thereof duly authorized. 

Proxies given by Shareholders for use at the Meeting may be revoked prior to their use: 

(a) by depositing an instrument in writing executed by the Shareholder or by such 
Shareholder's attorney duly authorized in writing or, if the Shareholder is a corporation, 
under its corporate seal, by an officer or attorney thereof duly authorized indicating the 
capacity under which such officer or attorney is signing: 

(i) at the registered office, 90 Burnhamthorpe Road West, Suite 1208, Mississauga, 
Ontario, L5B 3C3, at any time up to and including the last business day 
preceding the day of the Meeting, being Friday,· May 23, 2008, or any 
adjournment thereof at which the proxy is to be used; or 
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EXECUTIVE COMPENSATION 

Summary Compensation Table 

The following sets forth the compensation paid or awarded to the following officers of the Corporation: 
(i) the Chairman and Chief Executive Officer; (ii) the President; (iii) the Senior Vice-President and Chief 
Financial Officer; (iv) the Vice President, Risk Management; and (v) the Senior Vice President, 
Development and Operations, North East and South West China (collectively, the "Named Executive 
Officers") for the Corporation's financial years ended December 31, 2007, 2006 and 2005. The 
Corporation has five "executive officers" as such tenn is defined in National Instrument 51-102 -
Continuous Disclosure Obligations ("Nl 51-102'') whose compensation must be disclosed for the 
financial years ended December 31, 2007, 2006 and 2005. 

In 2007, the Chairman and Chief Executive Officer received a total annual compensation of 
US$5,405,664, which is the sum of his annual salary, bonus, other annual compensation and stock 
options. Overall, for the financial year ended December 31, 2007, the total cost of compensation to the 
Named Executive Officers represented 3.78% ofthe total gross profit of the Corporation. 

. Annual Compensation Lon2-term Compensation 
Awards Payouts 

Restricted 
Financial Other Securities Shares or 

Year Annual Under Restricted 
Name and Ended Com pen- Option Share LTIP All other 
Principal December Salary Bonus sation'11 Granted Units Payouts Compensation 
Position 31 ($) ($) - ($) (#) ($) ($) ($) 

AllenT.Y. 2007 US$64,100 US$3,500,000lLJ US$206,564131 250,000 lJ) - - -
Chan, 

US$2, 700,000'21 Chairman and 2006 US$64,100 US$259,794 750,000 - - -
Chief 
Executive 2005 US$64,100 US$2,674,900'21 US$248,000 750,000 - - -
Officer 

Kai Kit Poon, 2007 US$46,154 US$450,000''' - - - - -
President 

2006 US$46,!54 US$450,000'41 - - - - -

2005 US$46,280 US$438,200'41 - . - - - -
DavidJ. 2007 $362,000 US$!,000,000 - 100,000 ll) - - -
Horsley, 
Senior Vice 2006 $362,000 US$750,000 - - - - -
President and 
Chief 2005(S) $79,872 US$199,000 - 442,000 - - -
Financial 
Officer 
Thomas M. 2007 $225,000 $87,750 - - - - -
Maradin, 
Vice President, 2006 $221,250 $67,500 - 180,000 - - -
Risk 
Management 2005 $72,000 $12,500 - - - - -
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Annual Compensation Long-term Compensation 
Awards Payouts 

Restricted 
Financial Other Securities Shares or 

Year Annual Under Restricted 
Name and Ended Com pen- Option Share LTIP All other 
Principal December Salary Bonus sation<ll Granted Units Payouts Compensation 

3l Position (S) ($) ($) (#) ($) ($) ($) 

Albert lp, 2007 US$169,230 US$105,592 US$31,323\01 100,000 VI - - -
0 Senior ¥ice .- - -- -· 

President, 2006 US$123,077 US$81,474 US$24,435 - - - -
Development 
and 2005 US$101,805 US$44,871 US$18,889 - - - -
Operations, 
North East and 
South West 
China 

Notes: 

(I) 

(2) 

(3) 

(4) 

(5) 
(6) 

(7) 

Unless otheiWise disclosed, the aggregate amount of perquisites and other personal benefits do not exceed the lesser of $50,000 and 10% of the. 
salary and the bonus of each Named Executive Officer for the financial years ended December 31, 2007, 2006 and 2005. 
Mr. Allen T.Y. Chan is a director of a company which provides Sino-Wood Partners, Limited, a subsidiary of the Corporation ("Sino-Wood"), .. 
with certain corporate services (including cash management, risk management, sales and marketing, governmental relations and investor relations) 
at the costs set forth under "Bonus". 
The amounts included for Mr. Chan under "Other Annual Compensation" include perquisites and personal benefits for housing (US$90,855), car 
benefits (US$79,400), life insurance and club memberships. 
Mr. Kai Kit Poon is a director of a company which provides Sino-Wood with certain corporate services (including cash management, risk 
management, sales and marketing, governmental relations and investor relations) at the costs set forth under "Bonus". 
Effective October 10, 2005, Mr. Horsley was appointed Senior Vice President and Chief Financial Officer of the Corporation. 
The amounts included for Mr. !p under "Other Annual Compensation" include perquisites and personal benefits for staff allowances (US$10,736) 
and car benefits (US$20,587). 
The value of the stock options granted in 2007 for Mr. Allen T.Y. Chan, Mr. David I. Horsley and Mr. Albert Ip were US$1,635,000, US$654,000 
and US$654,000 respectively, based on a weighted average fair value of each option of US$6.54 on the date of option grant (June 4, 2007) using. 
the Black Scholes option-pricing model. · 

Long-term Incentive Plan ("LTIP") Awards During the Most Recently Completed Financial Year 

No L TIP awards were made to the Named Executive Officers during the financial year ended December 
31,2007 . 
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The Compensation and Nominating Committee will continue however to have the ability to grant 
stock options on a discretionary basis. 

Minimum share ownership: Effective in fiscal 2009, the Corporation has adopted a policy 
whereby the Chief Executive Officer will be required to own such number of Common Shares as 
is equal to four times his 2009 base salary, and the Chief Financial Officer is required to own 
such number of Common Shares as is equal to two times his 2009 base salary. Such minimum 
share ownership requirements must be achieved within a five year period. 

Shareholder Return Performance Graph 

The Common Shares are listed for trading on the Toronto Stock Exchange (the "TSX"). The following 
graph shows the percentage change in the cumulative total shareholder return on the Common Shares 
compared to the cmnulative total return of the S&P/TSX Composite Index for the period from December 
3 I, 2003 to December 3 I, 2008 assuming $100 initial investments. The performance of the Common 
Shares as set out in the graph below is based upon historical data and is not indicative of, nor is it 
intended to forecast, the future performance of the Common Shares. 
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The Compensation and Nominating Committee considers a number of factors and performance elements 
when determining compensation for the executive officers of the Corporation. Although the 
Compensation and Nominating Committee believes that there is a strong link between creating 
shareholder value and executive compensation, as shareholder return is not one of the explicit 
performance goals, a direct correlation between shareholder returns and executive compensation levels 
over any one performance period may or may not be evident. 

Summary Compensation Table 

The following table sets forth the compensation paid or awarded to the following officers of the 
Corporation: (i) the Chairman and Chief Executive Ofticer; (ii) the President; (iii) the Senior Vice
President and Chief Financial Officer; (iv) the Vice President, Risk Management; and (v) the Senior Vice 
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President, Development and Operations, North East and South West China (collectively, the ''Named 
Executive Officers") for the Corporation's financial year ended December 31, 2008. The Corporation 
has five "executive officers" as such term is defined in National Instrument 51-102 - Continuous 
Disclosure Obligations ("NI 51-102") whose compensation must be disclosed for the financial year 
ended December 31, 2008. 

Name and 
principlil 
position 

AllenT.Y. 
Chan, Chairman 
and Chief 
Executive 
Ofticer 

Kai Kit Poon, 

President 

David J. 
Horsley. Senior 
Vice President 
and Chief 
Financial 
Officer 

Alben lp. 
Senior Vice 
President, 
Development 
and Operations, 
North East and 
South West 
China 

ThomasM. 
Mara din. 

Vice President, 
Risk 
Management 

Notes: 

(I) 

(2) 

(3) 

(4) 

(5) 

Year . Salary Share- Option- Non-equity incentive plan Pension AU other Total 
.•. ($) based baSed compensation' value compensation .compensation 

awards awards, ($) ($) ($) ($) 
($) (S) 

Annual Long-
incentive plans . term 

incentive 
plans 

2008 US$449,86911 1(
61 . . US$4,450.000 . . US$92, 74611 1(

71 US$4,992,615 

2008 US$269,9231111 ~1 . . US$450,000 - . US$35,31 0111191 US$755,233 

2008 US$328,300121 - - US$1 ,335,00001 - - - US$1 ,663,300 

2008 US$186,6331 ll - - US$261.076141 - - US$39, 7871111101 US$487,496 

2008 US$211,050121 - - US$213,8941s1 - - - US$424,944 

TI1e amounts denominated in US$ under "Salary" and "All other compensation"' are paid/payable in HK$ to Mr. Chan, 
Mr. Poon and Mr. lp. Such amounts are paid on a monthly basis and therefore all such HK dollar amounts are 
translated at the approximate rate of HK$7. 78:US$1.00, being the average monthly exchange rate for tiscal 2008. 
The amounts denominated in US$ under ''Salary" are paid/payable in Cdn.$ to Mr. Horsley and Mr. Maradin. Such 
amounts are paid on a monthly basis and therefore all such Canadian dollar amounts are translated at the approximate 
rate ofCdn.$1.066:US$1.00, being the average monthly exchange rate for fiscal2008. 
The bonus amount denominated in US$ under "Annual incentive plans'" is paid/payable in Cdn.$ to Mr. Horsley at an 
exchange rate of Cdn.$1.2871:US$1.00, being the applicable exchange rate on the date that the Compensation and 
Nominating Committee approved such bonus amowlt. 
The bonus amount denominated in US$ under "Annual incentive plans" is paid/payable in HK$ to Mr. lp at an 
exchange rate of HK$7.756:US$1.00, being the applicable exchange rate on the date that the Compensation and 
Nominating Committee approved the bonus amount. 
The bonus amount payable to Mr. Maradin under "Annual incentive plans'' was declared in HK$ and has been 
translated at the rate of HK$7. 756:US$1.00. Such bonus amount is paidlv.ayable in Cdn.$ to Mr. Maradin at an 
exchange rate ofCdn.$1.287J:US$1.00. being the applicable exchange rate on the date that the Compensation and 
Nominating Committee approved such bonus amowtt. 
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Shareholder Return Performance Graph 

The Common Shares are listed for trading on the Toronto Stock Exchange (the "TSX"). The following 
graph shows the percentage change in the cumulative total shareholder return on the Common Shares 
compared to the cumulative total return of the S&PffSX Composite Index for the period from December 
31, 2004 to December 31, 2009 assuming $100 initial investments. The performance of the Common 
Shares as set out in the graph below is based upon historical data and is not indicative of, nor is it 
intended to forecast, the future performance of the Common Shares. 
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Over the same five-year period, the total cash compensation received by the Named Executive Officers, 
in aggregate, increased by a compounded annual rate of 28.7% compared to the 41.4% compounded 
annualized increase in cumulative shareholder return for an investment in Common Shares on the TSX. 

The Compensation and Nominating Committee .considers a·number of factors and performance elements 
when determining compensation for the executive officers of the Corporation. Although the 
Compensation and Nominating Committee believes that there is a strong link between creating 
shareholder value and executive compensation, as shareholder return is not one of the explicit 
performance goals, a direct correlation between shareholder returns and executive compensation levels 
over any one performance period may or may not be evident. 

Summary Compensation Table 

The following table sets forth the compensation paid or awarded to the following officers of the 
Corporation: (i) the Chairman and Chief Executive Officer; (ii) the President; (iii) the Senior Vice
President and Chief Financial Officer; (iv) the Vice President, Risk Management; and (v) the Senior Vice 
President, Development and Operations, North East and South West China (collectively, the "Named 
Executive Officers") for the Corporation's financial years ended December 31, 2009 and December 31, 
2008. The Corporation has five "executive officers" as such term is defined in National Instrument 51-
102- Continuous Disclosure Obligations ("NI 51-102'') whose compensation must be disclosed for the 
financial years ended December 31, 2009 and December 31, 2008. 

I 

411 
.·1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 412 

12 

I Name and Year Sala1-y ·· Share- ·~ption- Non"equity incentiv~ plan Pensio All other Total 
principal 

I position 

I Allen T.Y. 2009 
Chan, 

2008 Chairman and 

I Chief 
Exe~tive 
Officer 

I 
Kai Kit Poon, 2009 
President 

2008 

David J. 2009 

I 
Horsley, Senior 

2008 Vice President 
and Chief 
Financial 

I 
Officer 

Albert lp, 2009 
Senior Vice 
President, 2008 

.I 
Development 
and 

· Operations, · 
North East and 
South West 

I China 

ThomasM. 2009 
Maradin, 

Vice President, 2008 

I Risk 
Management 

Notes: 

I (I) 

I (2) 

I 
(3) 

(4) 

I (5) 

I 
(6) 

I 
I 

($) based based compensation n compensation compensation 
awards awards (S) value (S) (S) 

(S) ($)(11) 
Aanual Long-

($) 

iocentivl! ,Jllaos term 
ioceotiv 

. eplll~' 

US$451,450°X6) - US$682,982 US$6,324,000 - - US$140,696 OXTl US$7,599, 128 

US$449,&69°)(6> - - US$4,450,000 - - US$92, 74611 X7> US$4,992,615 

~ 

US$270,871 11xs> - - US$632,000 - - US$25,696 11 )(9> US$928,567 

US$269,923°)(8> - - US$450,000 - - US$35,31 0°)(9> US$755,233 

US$306,48012> - US$287,802 US$1,897,00013> - - - US$2,491,282 

US$328,30012> - - US$1,335,000(3) - - - US$1,663,300 

US$200,00611 > - US$127,836 US$339,87914> - - US$37 ,966 !l)(lo> US$705,687 

US$186,63311 > - - US$261 ,07614> - - US$39, 78JII)(IO) US$487,496 

US$197,02312> - US$87,850 US$290,05i5> - - - US$574,930 

US$211,05012> - - US$213,89415> - - - US$424,944 

The amounts denominated in US$ under "Salary" and "All other compensation" are paid/payable in HKS to Mr. Chan, 
Mr. Poon and Mr. lp. Such amounts are paid on a monthly basis and therefore all such HK dollar amounts are 
translated at an annual average exchange rate of HK$7.751780:US$1.00 for fiscal 2009 and HK$7.78:US$1.00 for 
fiscal 2008. 
The amounts denominated in US$ under "Salary" are paid/payable in Cdn.$ to Mr. Horsley and Mr. Maradin. Such 
amounts are paid on a monthly basis and therefore all such Canadian dollar amounts are translated at an annual average 
exchange rate ofCdn.SI.l42:US$1.00 for f1Scal2009 and Cdn.$1.066:US$l.OO for fiscal2008. 
The bonus amounts denominated in US$ under "Annual incentive plans" are paid/payable in Cdn.$ to Mr. Horsley and 
are translated at an exchange rate ofCdn.$1.0288:US$l.OO for fiscal2009 and Cdn.$1.287l:US$1.00 for f1Scal2008, 
being the applicable exchange rate on the date that the Compensation and Nominating Committee approved such bonus 
amounts. 
The bonus amounts denominated in US$ under "Annual incentive plans" are paid/payable in HK$ to Mr. lp and are 
translated at an exchange rate ofHK$7.7626:US$1.00 for fiscal2009 and HK$7.756:US$1.00 for fiscal2008, being the 
applicable exchange rate on the date that the Compensation and Nominating Committee approved such bonus amounts. 
The bonus amounts payable to Mr. Maradin under "Annual incentive plans" were declared in HK$ and are translated at 
the rate of HK$7.7626:US$1.00 for fiscal 2009 and HK$7.756:US$1.00 for fiscal 2008. Such bonus amounts are 
paid/payable in Cdn.$ to Mr. Maradin at an exchange rate of Cdn.$1.0288:USS1.00 for fiscal 2009 and 
Cdn.S1.287l:US$1.00 for fiscal 2008, being the applicable exchange rate on the date that the Compensation and 
Nominating Committee approved such bonus amounts. · 
Includes fees (US$386,949 in fiscal2009 and US$385,604 in fiscal 2008) which were paid to a company of which Mr. 
Chan is a director, for certain corporate services that were provided to Suri-Wood Inc. ("Suri-Wood"), a subsidiary of 
the Corporation. For further details, see "Significant Terms of Employment Agreements or Arrangements" below. 
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Shareholder Return Performance Graph 

The Common Shares are listed for trading on the Toronto Stock Exchange (the "TSX'"). The following 
graph shows the percentage change in the cumulative total shareholder return on the Common Shares 
compared to the cumulative total return of the S&P/TSX Composite Index for the period from December 
3 1, 2005 to December 3 I, 20 l 0 assuming $1 00 initial investments. The performance of the Common 
Shares as set out in the graph below is based upon historical data and is not indicative of. nor is it 
intended to forecast, the future performance of the Common Shares. 
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Over the same five-year period, the total cash compensation received by the Named Executive Officers, 
in aggregate, increased by a compounded annual rate of 20% compared to the 36% compounded 
annualized increase in cumulative shareholder return for an investment in Common Shares on the TSX. 

The Compensation and Nominating Committee considers a number of factors and performance elements 
when determining compensation for the executive officers of the Corporation. Although the 
Compensation and Nominating Committee believes that there is a strong link between creating 
shareholder value and executive compensation, as shareholder return is not one of the explicit 
performance goals, a direct correlation between shareholder returns and executive compensation levels 
over any one performance period may or may not be evident. 

Summary Compensation Table 

The following table sets forth the compensation paid or awarded to the following officers of the 
Corporation: (i) the Chairman and Chief Executive Officer; (ii) the Vice Chaim1an; (iii) the President; (iv) 
the Senior Vice-President and Chief Financial Officer; and (v) the Senior Vice President. Development 
and Operations, North East and South West China (collectively, the "Named Executive Officers") for 
the Corporation's financial years ended December 31, 2010, 2009 and 2008. The Corporation has five 
"executive otlicers" as such term is defined in National Instrument 51-102 - Continuous Disclosure 
Obligations ("Nl 51-102") whose compensation must be disclosed for the financial year ended December 
31, 20 I 0 and four "executive officers'' whose compensation must be disclosed for· the financial years 
ended December 31, 2009 and December 3 I, 2008. 
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Name and Year 
principal 
position. 

Allen Chan. 2010 
Chainnan and 
Chief 2009 
Executi\·e 

2008 Otlicer 
Judson 2010 
Martin. Vice 
Chairman 
Kai Kit Poon, 2010 
President 

2009 

2008 

David 2010 
Horsley. 
Senior Vice 2009 
President and 

2008 
Chief 
Financial 
omcer 
Albert lp, 2010 
Senior Vice 
President, 2009 
Dt:velopment 

2008 
and 
Operations, 
North East 
and South 
West China 

Notes: 

(I) 

(2) 

(3) 

(4) 

416 
12 

Salary Share-based Option- based Non-equity incentive Peu- AU other Total 
($) awards awards plan compensation ion compensation compensation 

($) {$)(!) ($) value 
($) 

(S) ($) 

. Ann ual.incentive LTIP 
plans 

US$450,3561~~-11 - US$1. 730.029141 US$7,000,000 . - US$122.25012X5> US$9,302,635 

US$451 ,4501~x.11 . US$682.982 US$6,324,000 . . US$140. 696 mm US$7,599, 128 

US$449,8691 ~)( 31 . . US$4.450,000 . . US$92, 7461 ~ 11·'> US$4,992,615 

US$292,7321~xM . US$ 55.606111 US$985,033(N) US$693,000 . - US$630,4591m 1 US$2,656,830 

US$270,21412~ 1111 . . US$632,000 . . US$32.90412)( 111 US$935,118 

US$270,871U)(I!IJ . . US$632,000 . - US$25.69612ll."> US$928,567 

US$269,92312
K

1111 . . US$450.000 . - usS35.31012~'' 1 US$755,233 

US$339,7071121 . US$734.829 US$2,000,0001131 - - - US$3,074.536 

US$306,4801121 . US$287,802 US$1.897,000cul - - - US$2.491 ,282 

US$328,3001121 . - US$1.335.000111
> - . . US$1.663,300 

US$213.083121 - US$319,784 US$344,0241 141 . - US$40.01212XII) US$916,903 

US$200.006121 - US$127.836 US$339.8791141 . - US$37,966121(
151 US$705.687 

US$186,633121 - - US$261.0761141 - - US$39.78712
1(

151 US$487,496 

The amounts denominated in US$ under "Option-based awards" are based on a percentage of the base annual salary of 
the NEOs (in Cdn.$) and represent the dollar value used to detennine the number of stock options to be a,.,·arded to the 
NEOs- see '·Compensation Discussion and Analysis- Long-t<:rm Incentive Plan (LT!P)". Such amounts have been 
translated at an exchange rate ofCdn.$1.0188:US$1.00 (or Cdn.$1.0199:US$1.00 for Mr. Martin) for fiscal 2010 and 
Cdn.$1.25()0:US$1.00 for tiscal 2009, being the applicable exchange rate on the trading date immediately prior to the 
grant date of such stock options. For fiscal 2010, the number of stock options awarded to the NEOs was then 
determined using an exercise price of $19.56 (or $17.41 tor Mr. Martin) and a Black-Scholcs factor of 10.07% (or 
8.89"/o for Mr. Martin). For fiscal 2009. the number of stock options awarded to the NEOs was then detenuincd using 
an exercise price of $8.01 and a lllaci::-Scholes factor of 4.10%. The Black-Scholes factor was calculated using the 
following variables: (a) expected life of the options; (b) expected volatility of the Common Share price: (c) risk-free 
interest rate; and (d) expected dividend yield of the Common Shares. The grant date lair value equals the accounting 
lair value for stock options. 
The amounts denominated in US$ under ''Salary" and "All other compensation" are paid/payable in HK$ to Mr. Chan, 
Mr. Martin (other than the director's fees paid to Mr. Martin prior to his appointment as Vice Chairman - see note 9 
below), Mr. Poon and Mr. 1p. Such amounts are paid on a monthly basis and therefore all such HK dollar amounts are 
translated at an annual average exchange rate of HK$7.771626:US$1.00 tor fiscal 2010, HK$7.751780:1.JS$l.OO for 
fiscal2009 and HK$7.78:US$1.00 for fiscal2008. 
Includes fees (US$386,020 in fiscal2010, US$386,949 in tiscal2009 and US$385,604 in tiscal2008) which were paid 
to a company of which Mr. Chan is a director. for certain corporate services that were provided to Suri-Wood Inc. 
(uSuri-Wood"), a subsidiary of the Corporation. For further details, sec ·'Significant Tenns of Employment 
Agreements or Arrangements'' below. 
Includes US$492.478, representing the fair value of an aggregate of 6,81 L490 stock options granted to Mr. Chan by 
Greenheart Group Limited lor services provided by Mr. Chan in fiscal 2010. Such amount has been calculated using 
the Binomial Option Pricing model using the following inputs: (a) share price at the date of grant: (b) exercise price per 
share; (c) expected volatility: and (d) risk-free interest rate, and has been translated at an exchange rate of 
HK$7.7764:US$1.00 with respect to the options granted on August 24. 20 I 0 and HK$7. 7&04:US$1.00 with respect to 
the options granted on December 28,2010. 
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lnsid•er transaction detail ·View details for insider 

Transactions sorted by 
Insider family name 
Transa•:tlon date range 

:Insider 
: chan ( Starts with ) 

:January 1, 1993 • Aprll3, 2012 

Insider nama: Chan, Tak Yuen 

Legencl: 0 ·Original transaction, A- First amend1~ent to transaction, A'- Second amendment to transa.ctlon, AP- Amendment to paper filing, etc. 

2012o04·10 14:39 ET 

Insider's Relationship to Issuer: 1 -Issuer, 2 ·Subsidiary of Issuer, 3- 10% Security Holder of Issuer, 4 ·Director of Issuer, 5- Senior Officer of Issuer, 6 ·Director or Senior Officer of 10% Security Holder, 7. Director 
or Senior Officer of Insider or Subsidiary of Issuer (other than in 4,5,6), 8- Deemed Insider· 6 Months before becoming Insider. 

' . 
Warning: The closing balance of the • equivalent number or value of underlying securities• reflects the" total number or value of underlying securities" to which the derivallve contracts held by the insider relate. This disclosure 

does not mean and should not be taken,: to indicate that the underlying securities have, in fact, been acquired or disposed of by the Insider. 

"'; 

C~~cl t~ be ~~kler: N~tapplie8b~ . 
:, I : ·:, ~.... ' . . • 

1•.:: ::.;: 
. ·-· 

., 
·1· 

( 

- - '·- -\ - - - - - ••• ·- - -) •• - - - -



0\ 
~ 

-.;;j'" 

306022 2003-10-15 2004.()3-19 Dlrecl ~hlp:· 00-0ponlrl(l 
Salance-lnlt1aJ SEDI 
Repo<1 

307949 2004-011-17 2004-011-24 Dll9d Ownerohip : 38 • Conversion or +250,000 250,000 250,000 
exchange 

351021 2004-11-1)4 2004·11-12 Direct ~hip: 90 • Change llllhe nature +300,000 550,000 550,000 
ofownershJp 

482294 2005-05-14 2005-05-17 Dlreet OWnership : 36 • Conversion or +250,000 800,000 800,000 
exchange 

779725 2006-08-17 2006-08-22 Dlr<l<t OWnership : 10- Acquisition or +100,000 4.6595 900,000 
disposlllol1 In the public 
mar1<et 

1333529 2008-12-04 2008·12-09 Direc1 OWnership : 10~1tlonor 
dl& In the public 

+10,000 7.2300 910,000 

market 

1333530 20011-12-04 20011-12-09 Direct OWne<shlp : 10 ·AcQuisition or 
disposition In the publk: 

•400 7.2100 910,400 

marlcel 

1333534 2008·12-04 20011-12-09 Dil9d~lp: ~~~0:::'\'h:;.,bllc +9,600 7.2520 920,000 

markot 

1637449 2010-05-14 2010-05·18 Direct OWnefship : 51 • Exercise of options +750,000 3.6700 1,670,000 

·2· 

- - ·- - .. •• - - - .. -- - - .. - .. -- - -



-

0 

"' o;;;j· 

ilti.l4f4ffiffii•] 

1852138 

306023 

306044 

306026 

306051 

306027 

306056 

351009 

- -

Date of 
transaction 
YYYY-MM-00 

201G-06-® 

200,3-10-,5 

2004-lll!-19 

2003-HI-15 

2004-()1!-19 

2003-10-15 

2004-()8.19 

2004-11-()4 

-

applicable) 

Date of filing Ownership type 
YYYY-MM-DD (and. registelred 

holder, 1f 

Nature of 
transaction 

201(1-00.10 Olntd o....nnlp: 10- Ac:qulsftion or 
dlspo!IJtlon In tile public 
maril:et 

2004-llB-19 lndirec::t Ownership ; 00 • Openl'ltfa 
ADS Holdings (BVI) Balance-In I SEDI 
Llml1ed Report 

2004-()8.19 lndi'acl Owna111hlp : 38 - Conversion Of 

ADS Holdings (BVI) exchang.o 
Umilad 

2004-08-19 tndlrad. ownerahlp : oo . openlne 
ForeSt lnves1mant Balance-lnhl SEDI 
Partners, Lid. on Report 
behaff of ADS 
r~~;.jls(BVI) 

2004-()8.19 tndinl<:t Owne!11hlp : 36 - Conversion Of 

Fon~st Investment exchange 
P•""""'· Llrl. en 
behsffofAOS 
r,~•tBVI) 

2004-llB-19 lndlr&ct Ownerahlp : 00 - Openintfa 
Fore!t Investment Balance-In! I SEOI 
Partners, Ltd. on , Report 
behaffofWall 
Conduct Corporation 

2004-()8.19 lnd'rOct Ownarohlp : 36- Conversion or 
Foreat Investment exchange 
Par1Mn, Ltd. on 
behaffcfWe/1 
Conduct Corporation 

2004·11·12 Indirect Ownership : 90 - Change In the natura 
Fore'slln~atmant of ownership 
Partners, Ltd. on 
behliffoiWell 
Conduct Corporation 

:- - - -

Number or 
value acquired 
or disposed of 

-182,000 

+2,842,753 

+2,250,000 

+300,000 

-300,000 

-

Unit price or Closing 
exercise balance 
price 

16.5011 1,486,000 

2,842,753 

2,250,000 

300,000 

-3-

Insider's Conversion Date of 
calculated or exercise expiry or 
balance price maturity 

YYVY-MM-OD 

2,842,753 

2,250,000 

300,000 

UndP.rlying security 
dP.signation 

, .. - .. - ,. - -· 

Equivalent 
number or 
value of 
underlying 
securities 
acquired o' 
disposed of 

,. 

Closing ' 
b;~lancc of 
equivalent 
nufnher or 
value of · 
UlldNiyitig 
securities 

- ·-



.. 

~ 

C'\1 
~ 

0 

A 

0 

A 

113067 

113067 

113077 

113068 

113068 

113079 

1888-11-04 2003-11~5 

2003-11}-15 2004-1)3-15 

2003-1Q-15 2003-11~5 

1998-11-04 2003-11-1)5 

2003-1Q-15 2004-1)3-15 

2003-1Q-15 2003-11-05 

Security designation: Options (Common Shares) 

462477 2003-1Q-15 2005-04-14 

462478 2005-04-1)5 2005-04-14 

778851 2006-08-15 20-21 

- - - , .. 

lndrvct OwnefOhip ' 00 - Open.lnfl 
ADS Holdings (BVI) Balano&-lnitial SEDI 
Limited R81>011 

Indirect Owneral'lip : 00 - Openin~ 
ADS Holdings (BVI) Balance-In/ I SEDI 
LlmHed Report 

lndrvct Ownership : 36 -Conversion or 
ADS Holdings (BVI) exchange 
Llmlf"'1 

IndireCt Ownership : 00 - Openln~ 
Well Cooduct Belenca-lnH al SEDI 
Corpora11on Ropon 

lndlred Ownerohlp : 00 - Openin~ 
Well &,duct Balanc&-lnil I SEDI 
Corporation Report 

lndln>cl Ownership: 36- Conversion or 
Well Conduct exchange 
Corporation 

Direct Ownetshlp : :~~~r~£.1 SEDI 
Report 

Direct'Ownan;nip: 50 - Grant of op11ons 

Direct Ownetship : 60 - Grant of op11ons 

1111 - -

2,250,000 

-2.250,000 0 

300.000 

-300,000 

Common Shares 

+750,000 750,000 750,000 3.6700 2010-04-05 Common Shares +750,000 750,000 

+760,000 5.5000 1,500,000 2011-08-15 Common Shares +750,000 1,500,000 

-'1-

.. •• -· - .. .. .. - ~ - -



-

0 

C\J 
C'J 
"tr 

1407671 

1638748 

16374<47 

1834396 

306040 

2009-03-31 2009-04-07 

201!Hl5-13 2010.C5-20 

2010-05-14 2010-0S-18 

2011-03-17 2011.C3-Z1 

2004-08-19 2004-08-19 

Security designation: Rights (Common Shares) 

306105 2003-10-15 2004-08-19 

A' 306040 2004-08-16 2004-08-24 

307941 2004-08-17 2004.CS-24 

- - - '-

Direct Ownorahlp : 50 - Grant of options 

Direct Ownerahip : 50 • Grant of opUons 

Dh~ Ownerohip : 51 -Exercise of opUons 

Oln>d Ownership : 50 - Grant of options 

lndinlct Owno,.hip : 36 - Converulon or 
JFP Green Product oxohango 
Inc. 

lndnd Ownerohlp : 00 - Oponl\\1'. 
JFP Green Product Balance-In I SEDI 
Inc:, ,i Report 

Indirect Ownon;hlp : 36- Converulon or 
JFP G""'n Product exchange 
Inc. :: 

Indirect Ownership : 36 - Conversion or 
JFP Green Producl exchange 
Inc. , 

- - -

+209,528 1,959,528 8.0100 201~3-31 CommonSha""' +209,528 1,959,528 

+64,462 2,023,990 19.5600 2015-05-13 Common Shares +64,462 2,023,990 

-750,000 3.8700 1,273,990 Common Sham -750,000 1,273,990 

+52, 187 1,3za.rn 21.8700 Z016.C3-17 Common Shares +62, 187 1,326,1n 

+500,000 500,000 Common Shares +500,000 

Common Shares 

+500,000 500,000 500,000 Common Sha""' +500,000 600,000 

-250,000 250,000 250,000 Common Shams -250.000 250,000 

-5-

.. - - - - ; .. .. - :,- - -



-

N") 

C'.J 
•q· 

imim!'!lllfrnlrn 

A 306040 

482290 

Date of 
transaction 
YYYY-MM-DD 

2004-08-19 

2005-05-14 

Date of filing Ownership type Nature of 
YYYY-MM-DD (and registe'red transaction 

holder, if 
·applicable) 

2aa.~19 Indirect Qwneralllp : 36 • CorweBion or 
JFP Green Product exchange 
Inc. 

200!Hl6-17 Indirect Ownen~hip : 36 - Conversion or 
JFP Green Product exchange 
Inc. 

Securtty designation: Rights (Subordinate Voting Shares Class A) 

257488 2003-1D-15 2aa.~~18 Indirect OWnership : 00 - Open~ 
JFP Groen Producl Salan<»-lnllsl SED! 
Inc. Raport 

257944 2aa.-OS-14 2aa.~S-19 lnd~ect OWnerohlp: 97 ·Other 
JFP Green Produd 
Inc. 

A 306035 2~16 2004~-24 lndin!CI OWnerahlp : 36 - Convemlon or 
JFP Green Product exohsnge 
Inc. 

0 306035 2004-08-19 2004~8-19 Indirect OWnership : 36 - Conversion or 
JFP Groen Product exchange 
Inc. 

Securlly designation: Subordinate Voting Shares Class 'A 

0 144118 1998-11~ 2003-12-16 Direct Ownor1hlp : :O.~~rn~at sEDt 
Rapon 

A 144118 2003-10.15 2004~3-15 Dln!CI Ownership: :~~J:r~tf.t SEDI 
Repon 

144121 2003-12~ 2003-12-16 Dln!CI OwnoiW>ip : ~~~~~~:.ubllc 
mari<et 

- .. - - - (- -

Number or 
value acquired 
or disposed of 

+500,000 

-250,000 

+500,000 

-500,000 

-500,000 

-1,640,000 

.. 

Unit price or Closing 
exercise balance 
price · 

0 

500,000 

0 

1,640,000 

3.7000 0 

-6-

Insider's Conversion Date of 
calculated or exercise expiry or 
balance price maturity 

YYYY-MM-DD 

500,000 

0 

500.000 

0 

0 

0 

Undnrlying security 
designation 

Commo~~Silamo 

Common Shares 

Subon!lnote Voting 
Shores Class A 

Subordinate Voting 
Sharea Qaas A 

Subordinate Voting 
Shoreo CIOIOA 

Subon!lnoto VoUng 
Shares Class A 

- - - - - - -

Equivalent !Closing 
number or balance of 
value of equivale1it 
underlying number or 
securities value of 
acquired or underlying 
dispo5ed of securitins 

I 
+500,000 

-250,000 0 

+500.000 500.000 

·500,000 

-500,000 

\- - -



A 

0 

A 

0 

- -

'-.,j; 

C'l 
-.:r 

21575<1 

306041 

1441124 

144124 

144127 

306049 

144130 

-

2003-10-15 2004-113-15 

2004-0EI-19 2004-118-19 

19Q8-11-04 2003-12-16 

2003-10-15 2004-113-15 

2003-10-15 2003-12-16 

2004-08-19 2004-0EI-19 

1998-11-114 2003-12-16 

- -

Repon 

lndlrBet Owner1hlp : 00 - Openlnp 2,842,753 
ADS,Holdlngo (BVI) Balanc&-lnihal SEDI 
LlmKod Report 

Indirect Ownership : 36 • Conversion or -2,842,753 
ADS,Holdlngo (BVI) e<change 
Llm~Od 

Indirect Oo.Nnerahlp : 00 • Opening 
Fa«~St Investment Balane&-lnlllaiSEDI 
Partnen1, Lid. on Report 
behaM of ADS 

t!:';r (BVI) 

lndi'~ct Ownership : 00 - Opening 

ForeSt lnves1ment Balanc&-lnhlal SEDI 
Partriers, Lid, on Repon 

bohaMofADS 

t,~:3• (BVI) 

lndi"ect Ownership : 36 - Conve~on or +2,250,000 2,250,000 2.250,000 

Forest lnvestmanl exchange 
Parlnenl, Lid, oo 
behaMof ADS 
t~~a(BVI) 

Indirect Ownership : 36 • Conversion or 
F ore~t lnvettment exchange 

-2.250,000 

Partners, Ltd. on 
behaMof ADS 

~~~~a(BVI) 

lndl~ Ownenhlp : 00 - Openlnfj 
Fa<e~l Investment Belanoe-lnitial SEDI 
Pl!f1Jiero, Lid. on Rapon 
behaHoiWell 
Cooduct Corporation 

-7-

- - - .. - - - - .. - - - - -



-· 

L{") 

Nl 

""'" 

A 

-

144130 2003-1().15 

144131 2003-10.15 

306053 2004-011-19 

- -

2004-03-15 ~~.:~=m::: ~~~~n~~l SEDI 
Partners. Ltd. on Report 
behoW01WeH 
Conduct Corporation 

2003-12-16 lndlnld Ownership : 36 - eonv ... lon "' 
Forett.:lnvestment exchange 
Partners, Ltd. on 
behaW'ofWeli 
Conduct Corporation 

2004-08-19 Indirect Ownership : 36 • Conversion or 
Forest Investment exchange 
Pannera, ltd. on 
behanofWetl 
COnduct Corporation 

- .. - -

.+300,000 300,000 300,000 

-300,000 

-8-

., - - - - - - - - - -
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This is Exhibit "FF" mentioned 
and referred to in the Affidavit 
of Daniel E. H. Bach, sworn 
before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
2012. 

"'"~"''~··...,.sioner, etc. 
alloghlian 

C #55557F) 

-426 
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Insider transaction detail - View details for insider 

Transnctlons sorted by : Insider 
lnslde1r family name · : horsley ( Starts with ) 
Transnctlon date range : January 1, 1993 - April 3, 2012 

Insider name: Horsley, David 

Legend: 0 • Original transaction, A- First amendment to transaction, A'- Second amendment to transaction, AP ·Amendment to paper filing, etc. 

2012-04-10 14:42 ET 

Insider's Relationship to Issuer: 1 - Issuer, 2 - Subsidiary of Issuer, 3 - 1 0% Security Holder of Issuer, 4 - Director of Issuer, 5 - Senior Officer of Issuer, 6 - Director or Senior Officer of 1 0% Security Holder, 7 • Director 
or Senior Officer of Insider or Subsidiary of Issuer (other than in 4,5,6), 8- Deemed Insider- 6 Months before becoming Insider. 

Wamillg: The closing balance of the" equivalent' number or value of undertying securities" reflects the" total number or value of underlying securities• to which the derivative contracts held by the insider relate. This disclosure 
does ~ot mean and should not be takery to indicate that the underlying securities have, in fact, been acquired or disposed of by the Insider. 

GOtistiubuOo Gr&.ip; inc:· •·•. ' .. 

Ins I~(• Rahitionshlp t~ tssua~ . 4 ·_ o~~()f issue( 

·:·,· 

-1-

- - - - - - - - - - - - - - - - - -



-

CX) 

N 
-.:::1-

1530623 

1530625 

20~2-27 2009-12-08 

2009-12-07 2009-12-08 

Direct \)wnarshlp : oo -Oponln~ 
Balanc&·lnltiat SEOI 
Report 

Direct Ownonlhlp : 10. Acqulsi1ion or 
disposition In the publle 
market 

Security designation: Convertible Debentures Unsecured BOY.DB.A ... 
1730894 2009-02-27 2010-11-05 Olrect Ownership : g'!,~~r~nra, seo1 

Roporl 

1730698 2011H1-03 2010-11-05 Direct Ownerohlp : ~~~·::.~out 
privately 

SecuriiJI designation: Options (Common Shares) 

1507139 2009-02-27 2009-10-30 Direct Ownership :_ 00· Openln~ 
Balance--Initial SEDI 
Report 

1507140 2009-10-28 2009-10-30 Direct Ownership : 50 • Grant of opllono 

1670982 2010-07-08 2010-07-12 Direct OWnership : 50 - Grant of op1ions 

1957432 2011-10-tl 2011-1().14 Direct Ownership : 50 • Grant of opllono 

- - - - - - -

+10,000 3.1800 10,000 

+$50 1000.0000 $50 

Common She"'" 

+40,000 2.6300 40,000 2014-10-28 Common Shares +40,000 40,000 

+50,000 2.1000 90,000 2015-07-08 Common Shared +50,000 90,000 

+50,000 0.8200 140,000 2016-10-11 Common Shares +50,000 140,000 

·2· 

- - - - - - - - - - -



.. 

0\ 
('J 

~ 

.· 5 ·~·Senior OffiCer of l~ue~ 
c~~ ~ ~ insldt~ ~OOS.:1o-14 ' 
.. • . , • ,. •. I" . 

Security designation: Common Shares 

21412 200:M6-04 2003-00-15 

21413 2003-00-13 2003-00-15 

Securi'ty designation: Options (Common Shares) 

21411 2003-06-04 2003-<16-15 

367331 2004-11-23 2004--12~ 

Direct' Ownership : 00- Open;i,g 
Balance,lnltlal SEOI 
Report 

Direct o..n.rsn;p : 10 - Acquiattlon or 
disposition In tho public 
marl<el 

Direct Ownership : g~~~~r~~i SEDi 

Repor1 

Direct Ownonhip : 50 - Gront or options 

Issuer, name:. Flbei oPtic Systerri,s .Technoiogy,Jnc: 

lnihtet~e R~latlonship to ls~uOr: !,i • pirector ofl.~tiQi' 
cuS.dto.bcl:lriatdei-: 2o10-09--24 .· · 

Security des.lgnatlon: Options (Common Shares) 

638515 2006-01-31 

636520 2006-01-31 

- - -

2006-02-D1 

2006-02-D1 

-

Direct o..n.rship : 00 - Openln~ 
Balanee-inK10i SEDi 
Report 

Dillltl Owno<.i,;p : 50 - Grant or options 

- - -

+10,000 1.5000 10,000 

200,000 Common Shares 

+100,000 1.1800 300,000 1,1800 2011-11-23 Common Shares +100,000 100,000 

Common Shares 

+77.500 3:5200 77,~ ·2011-D1,31. Common Shem. +77,500 77,500 

-3-

.. - - - - - - - - - -



-

0 
1'0 
'"'=t· 

1276384 

1470831 

2008.()~10 200~11 

200!1-08-20 2009-08-21 

l&suel· name: Sino-Forest. Corporation 

Direct, OWnership : 

Direct Ownenlhip : 

·''· 

lnsideJ'S RelatiOnship to issuer:' 5- Sllnior Olfii:e~ of l~u~r . . ' . . ,. 
· .. : ... • .. :: ·. 
C~d to ~ Insider: Not IIPPIIcable 

I' 

Securtty designation: Common Shares 

782117 2004-09-09 2000-Q8.25 Direct Ownerol1ip: 

782119 2008-08-15 20Q&.08-25 Direct Ownenlhip : 

782120 2008-08-18 2008-08-25 Direct OWnership : 

1085048 2007-11-19 2007-11-28 Direct Ownership : 

1086047 2007-11-19 2007-11-28 Direct Owne1'1ihip : 

50 • Gn!n1 or options 

50 • Grant of options 

g~,~~r~~ral SEOI 
Report 

~~~~s~~~ubUc 
market 

10- Acquisition or 
disposhlon In the public 
merkel 

51 - Exerdse or options 

51 • Exercise or options 

- - - - - - -

+100,000 0.1600 232,600 2013-09-10 Common Shares +100,000 232,500 

+100,000 0.1000 332,500 2014-08-20 Common Shares +100,000 332,500 

+5,000 4.7000 5,000 

+2,500 4.8400 7,500 

+29,000 3.9000 38,500 

+192,000 2.7000 228,500 

'4-

·- - - - - - - - - - -



-

~ 

1'0 
.q-

-

10860<19 

1318151 

1318152 

1600840 

1600842 

1600844 

16008!57 

1740421 

1740422 

1740423 

-

2007-11·19 

2008·11·17 

2008-11-17 

2010-03-18 

2010.03-18 

2011).03-18 

2010.03-18 

2011).11·12 

2010.11-12 

2011).11-15 

-

2007-11-28 Dlrec;t Dwroenlhlp : 10 • AcqulsiHon or 
disposition In lho public 
maricet 

2008-11-18 Direct OWnership ; 10 • Acquisition or 
disposition In the public: 
market 

2008-11-18 Direct Ov.ner.mlp : ~~~"J::'rt>e"';,ubllc 
mari<et 

2010.03·22 Direct Ownership : 51 - Exarclaa of options 

2010.03-22 Dlrecl OWnership : 61 - Exercise of optlorns 

2010.03-22 Direc;t Ownership ; 51 -Exercise of options 

/' 

2010.03-22 Direct OWnership : ~&~~~~~~ubllc 
market 

2010.11-18 Dlrocl OWnership : 51 • Exercise or options 

2011).11-18 Dlroot Clwnerohip : 51 • Exordso of opHions 

2010-11·18 Direct OWnership.: ~~~~4~\"~~ubllc 
mar1<e1 

- - - -

-221,000 20.11417 7,500 

+2,400 7.0300 9,900 

+100 7.0400 10,000 

•100,000 2.7000 110,000 

+121,000 3.9000 231,000 

+-68,886 13.1500 297,666 

-147,666 19.6300 150,000 

+29,431 8.0100 179,431 

+33,334 13.1500 212,765 

-40,000 22.0000 172,765 

-5-

- - - - - - - - - - -



.. 

('J 
!'I') 

..q· 

1745321 201().11-23 201().11-26 

Secu~rlty designation: Options (Common Shares) 

0 402319 2004-01-21 ~1-31 

402314 2004-()9.00 2~1-31 

A 402319 2005-01-21 2~2-15 

568563 2005-09-14 2()05.1().12 

0 985487 2007.()6.04 2007-06-13 

A 98541l7 2007-06.()4 2007-06-13 

1086038 2007-11-19 2007-11-28 

1086044 2007-11-19 2007·11-28 

- - - -

Direct C>wntnhlp : 10 • Acqulsl~on or 
dlsposlllon In lhe public 
mari<et 

Direct Olmerahip : 50 • Grant of opiM>na 

Dl"1 Ownorshlp : ~~~~rn";;f.l SEDI 
Report 

Dlrod Ownership : 50 . Grant of options 

Direct Ownership : 50 a Gn!in1 of option& 

Direct Ownarohlp : SO • Grant of optlona 

OlroCi Ownership : 50 - Granl of options 

DireCt Olmershlp : 51 • Exercise of options 

Direct Ownership : 51 - E.xon:isa of options 

- - -

·122,765 22.4100 50,000 

'-. 

+150,000 3.9000 3.9000 2009.09.09 Common Shares +150,000 

Common Shares 

+150,000 3.9000 150.000 3.9000 2009.09-09 Common Shares +150,000 150,000 

+292,000 2.7000 442,000 2.7000 2010-09-14 COmmon Shares +292,000 442,000 

+100,000 13.1500 13.1500 2012-06-12 Common Sham +100,000 

+100,000 13.1500 542,000 13.1500 2012.()6.04 Common Shares +100,000 542,000 

·29,000 3.9000 513,000 Common Shares ·29.000 513,000 

-192,000 2.7000 321,000 Convnon Shares ·192,000 321,000 

~-

- - - - - - - - - - -



- -

N') 

NJ 
......,.. 

1800633 

1800834 

1800836 

1638750 

1740419 

1740420 

1834410 

-

201~3-18 

2010.03-18 

201~3-18 

201~5-13 

201().11-12 

201().11-12 

2011-03-17 

-

201~3-22 Direct Ownership : 51 • Exorcise or options 

2010.03-22 Direct Ownership : 51 ~ E.xerclse of optk:lns 

2010.03-22 Di~ Ownership : 51 • Exorelse ol options ,, 

2010.05-20 Direct Ownofship : 50 • Grant of options 

2010-11-18 Dinict Ownership : 51 • exercroe of options 

2010-11-18 Direct Owl'\erthip : 51 - Exerdse of options 

2011.03-21 Oi~ Ownor>hip : so . G<unt or op1ions 

- - - -

·100,000 2.7000 309,293 Common Shares ·100,000 309.293 

-121.000 3.9000 188,293 Common Shares ·121,000 188.293 

-00,666 13.1500 121,627 COmmon Sheroa -66,600 121,627 

+38,276 169,903 19,5600 2015.0&-13 Common Shares +38.276 169,903 

-29.431 130,472 8.0100 CommonSh.,. .. ·29,431 130,472 

-33,334 97,138 13.1500 Common Sharet ·33,334 97,138 

+31,916 129,064 21.8700 201~3-17 COmmon Shares +31,918 129,064 

·1· 

- - - - - - - - - - -
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This is Exhibit "GG" 
mentioned and referred to in the 
Affidavit of Daniel E. H. Bach, 
sworn before me at the City of 
Toronto, in the Province of 
Ontario, this 11th day of April, 
2012. 

A 1ssioner, etc. 
Kalloghlian 

(L UC #55557F) 
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h,sider transaction detail ·View details for insider 

Tranuctlons sorted by 
Insider family name 
Tran&llction date range 

:Insider 
: poon ( Starts with ) 

: January 1, 1993 • April 3, 2012 

Insider name: Peon, Kal Kit 

Legend: 0 . Original transaction, A· First amendment to transaction, A' • Second amendment to transaction, AP ·Amendment to paper filing, etc. 

2012-04·10 14:41 ET 

lnside~s Relationship to Issuer: 1 -Issuer, 2. Subsidiary of Issuer, 3. 10% Security Holder of Issuer, 4- Director of Issuer, 5- Senior Officer of Issuer, 6 ·Director or Senior Officer of 10% Security Holder, 7- Director 
or Senior Officer of Insider or SubsidiarY of Issuer (other than In 4,5,6), 8 • Deemed Insider- 6 Months before becoming Insider. 

Warning: The closing balance of the • equivalent number or value of underlying securities' reflects the' total number or value of underlying securities' to which the derivative contracts held by the insider relate. This disclosure· 
does not mean and should not be taken to Indicate that the underlying secur~ies have, In fact, been acquired or disposed of by the insider. 

lns.ider.'a Relationship to Issuer: .· .5 • Senior ~r of l~uer 
~~sed to be. Insider: Not.appllcabie 

- - - - .. 
-1· 

-··- - - - - .. - - - - - -



-

\0 
1'0 
~ 

A 

0 

-

31008<4 

310084 

310090 

310093 

463660 

1401239 

1304761 

1304792 

1304783 

.. 

1995-10-12 2000-06-12 

1996-03-31 2004.0S·27 

2004-06-17 2004.()!1-27 

2004-{)8-17 2004-08-27 

2005·05-14 2005.()5-19 

2005-06-<11 200~27 

2008-10-15 20Da-11J.24 

2008-10-16 2008-10-24 

2008-10-17 2008-10-24 

- -

Din>et Ownonlhlp : 00 ·Open in~ 
Balance-Initial SEDI 
Report 

Oin>el Ownership : w.~~~n'hfal SEDI 
Report 

DI111Ct Owners/\lp : 36 • Conversion or 
exchange 

Din>el Ownenshlp : 36 . Conversion or 
exchange 

Oin>et Ownership : 36 - Conversion Of 
exchange 

Direct OWnership : 10. Al:quisltioo or 
disposition In tho public 
markel 

'I 
Dln>et Ownonlhlp : 10 • Acqulsltloo or 

dispositiooln tho public 
market 

Dln>el Ownership ·• 10-~sltlonor 
dlaposi In the public 
maf'1(&t 

Oin>et Ownenlhip : 10 • Acquisition or 
disposition in tha public 
marke1 

- ·- -

+2,353, 105 2,353,105 2,353.105 

+200,000 2,553,105 2,553,105 

+200,000 2.753,105 2,753,105 

-31)5,600 2,367,505 

·276,900 9.8067 2.090.605 

·500,200 9.2613 1,590,405 

·552,300 9.8079 1,038,105 

·2· 

·, 

- - - ·- - - - -· - - -



-

["--. 
f'() 

~-

0 

A 

A' 

-

1304787 2008·10-21 

1304787 2008-10-21 

1304787 2008-10-21 

1740579 2010-11-18 

1742660 2010-11-22 

1742661 2011l-11-22 

1742662 2010-11-22 

1742664 2010-11-22 

1752281 2010-12-06 

·- -

2008-10-2. Direct Ownership : 10- Acquisition or 
disposition In the public 
merltet 

2011Hl5-20 Direct Ownership : ~~~4~~:~ubllc 
marlte1 

2010-<l!;-20 Direct Ownership ; 10 - Acqutsltlon or 
dlspcsltlon In the public 
marltot 

2010-11-19 Direct pwneNlhlp : 10 -Acquisition or 
dispcsi11on In the public 
merltet 

2010-11-23 Direct Ownen;hip : 10 - A~?quisition or 
disposi11on in the public 
market 

2010-11-23 Dlrecl 'Ownership : 10~slllonor 
dla In lhe public 
marltet 

2010-11-23 Direcl ,Ow,eNlhlp : ~~~·~~~~:~ubllc 
market 

2010-11-23 Oirecl ,Ownership : ~~~~~~ubllc 
marltet 

2010-12-06 Dlrect'pwneNlhip : 10 • A<;<juisltlon or 
disposition In the public 
market ' 

- - ·- -

·387,400 9.5407 

·387,400 9.5407 

-387,400 9.5407 177,505 

-50,000 22.0000 127,505 

·5,000 22.5000 122,505 

-3,000 22.5800 119,505 

·2,000 22.6000 117,505 

-3,100 22.6500 114,405 

·5,000 22.5000 109,405 

·3· 

- - - - - - - - - -· -



-

co 
1"0 
~ 

1752286 201G-12-06 2010-12-06 Oinld Ownonshlp : 10 • Aoqulaltlon"' 
dilposlllon In the public 
rnari<et 

Security deslgnaUon: Multiple Voting Shares Class B 

A 186751 1995-1(}.12 2009-06-12 Dlroc1 Ownership : 00 • Openln~ 
Balance-Initial SED! 
Report 

0 '186751 191MHJ3-31 2004~2-11 Dlnld Ownenhlp : ~~~~r~w., SED! 
Report 

186755 2003-1(}.17 2004~2-11 Direct Ownerohlp: 36 · Convernion or 
exchange 

Security designation: Rights (Common Shares) 

A 310065 1995-1G-12 2009-06-12 Olroc1 Ownership : ~~~~.:;wei SEDI 
Report 

0 310065 1996-03-31 2004-08-27 Olnld Ownenhip : 00 ·Opening 
Balance-Initial SED! 
Repor1 

310077 2004·08-16 2004-08-27 Dlnld Dwnerohip : 36 · Conversion 0( 

exchange 

310081 2004·08-17 2004~8-27 Direct Ownership : 36 • Conversion or 
exchange 

483658 2005-CS-14 2005-05-19 Olr9ct0wnerohlp: 36 .. Converak>n or 
exchange 

- - - - - ·- -

·5.000 22.6000 104,405 

2.250,000 

-2,250,000 

Common sn ...... 

Common Shares 

+400,000 400,000 400,000 common Shares .... oo.ooo 400,000 

·200,000 200,000 200,000 Common Sharat ·200,000 200,000 

·200,000 0 0 Common Shares -200,000 0 

-4· 

- - - - - - - -- - -- -



-

0\ 
l'f) 

~:--

A 

0 

310053 

310053 

310057 

310063 

1995-10..12 

t996-03-31 

2004-05-07 

2004-08-t6 

2009-06-12 Direct Ownership : 00 -Oponi"9 
Balance-Initial SEDI 
Report 

2004-4>8-27 Olreot Ownership: 00 -Openin~ 
Balenco-lnltial SEDI 
Report 

2004-08-27 Direct :Ownership : 56 - Grant of righls 

2004-06-27 Direct ,Ownership : 36 • Conve111lon or 
exchange 

Security designation: Subordinate Voting Shares Class A 

A 85169 1995-10-t2 2009-06-12 Direct Ownership : 00- Open in~ 
Balance-Initial SEDI 
Report 

0 85169 1996-03-31 2003-09-19 Direct Ownership : :~~rn'i:?al SEDI 
Roport 

85173 2003-07-4>9 2003-4l9-19 Direct Ownership : 10. ACQuisition or 
dlsposiUon In the publle 
market 

85174 2003-07-4)9 ' 2003-4l9-19 DiMCI 'Ownership : 10 • Acquisition Of 
disposition In the public 
market 

85175 2003-07.()9 2003-09-19 Direct Ownership : 10. Acquls"ion or 
diaposit1on In the public 
merkel 

- - - - - - -

Subordinate Voting 
Sharee Class A 

Subordinate Voting 
Shares Claas A 

+400,000 400,000 400.000 Subordlnale Voting 
Shares Class A 

+400,000 400,000 

-400,000 0 0 Subordinate Voting -400,000 
Shares aaas A 

4,726,205 

-5,000 2.5000 4,721,205 4,721,205 

·3,000 2.5100 4,718,205 4,718,205 

·7,000 2.5300 4,711,205 4,711,205 

-5-

- - - - - - - - - - -



-

c:l 
~

o;;t· 

nai.WfliifiMI·J 

115176 

85178 

85179 

115160 

85182 

85183 

85185 

85186 

85187 

85189 

- -

. Date of · 
transaction 
YYYY·MM·DD 

2()()3.()7-10 

2003-07-10 

2003-1)7-10 

2003-{)7-10 

2003-07-10 

2003-07-10 

2003-1)7-10 

2003-07-10 

2003-07-10 

2003-07-11 

-

Date of filing Ovmership type 
YYYY-MM-DD (and registered 

holder, if I 

'"""~.1 
2~19 Dime! Ownership : 

2003-1)9-19 Direct Ownership: 

2003-<)9-19 DireCt Ownership : 

' 2003-09-19 0/recf Ownership : 

2003-09-19 Direct Ownership : 

2003-<)9-19 Direct Ownership : 

2003-09-19 Direct Ownerohlp : 

200J.<l9-19 Dir~ Ownership : 

2003-<)9-19 Direct Ownership : 

2003-09-19 DireCt Ownership : 

Nature of 
transaction 

~~~·:~ft-.e"'publlc ma-
~~~:~~:,ubllt; 
market 

10 • ""'3uisltion or 
dis-'tion In the public 
marXst 

10 • Acquisition or 
disposition In the publlc 
marKet 

10 • Acquisition or 
disposition In the public 
marlcst 

~~p:~~~u~ic 
merlcst 

10 • AoQuisJtion or 
disposition In the public 
mert<et 

1 0 • AcqulsJtion or 
disposition In the public 
maric:et 

~~~·~~~ublic 
merl<el 

1 0 - Aoqulsltion or 
disposiUon In the public 
market 

- - - -

Number or 
value acquired 
or disposed of · 

-1MOO 

-12.000 

-6,000 

-13.000 

-11,000 

·16,000 

-6,000 

-12,000 

-4,000 

-6,000 

Unit price .or Closing 
exercise balance 
price 

2.S600 4,696,20~ 

2.5700 4,684,205 

2.5800 4,878,205 

2.6100 4,670,205 

2.5200 4,859,205 

2.5300 4,843,205 

2.6300 4,637,205 

2.5400 4,625,205 

2.8500 4,6'21,205 

2.7100 4,615,205 

·6-

Insider's Conversion Date of 
calculated or exercise expiry or 
balance price maturity 

YYYY-MM-DD 

4,696,205 

4,684,205 

4,678,205 

4,$70,205 

4,659.205 

4,843,205 

4,637,205 

4,625,205 

4,821.205 

4,615,205 

Underlying security 
desiBnation 

Equivalent 
number or 
value of 
underlying 
securities 
acquired or 
disposed of 

I 

Closing i 
balance of 
equivale'nt 
number or 
value of~ 
underlying. 
securities 

- - - - - - - - - - -



-

~ 

-.::t 

""""' 

imm!m!!llm 

85191 

85192 

85193 

85194 

85195 

85196 

85197 

85198 

65199 

85200 

- -

Date of 
transaction 
YYYY·MM·DD 

2003-07-11 

2003-07-11 

2003.07-11 

2003.07-11 

2003-07-11 

2003-07-11 

2003-07-14 

2003-07-14 

2003-07-14 

2003-07-14 

-

Date of filing Ownership t~pe 
YYYY-MM-DD (and registered 

holder, if \ applicable) 

2003-09-19 Dlreet~lp: 

2003-09-19 Direct Ownership : 

2003.09-19 Olrect Ownership : 

2003.()9-19 Dl...,t OWnership : 

2003.()9-19 Direct 9W"<'rshlp : 

2003.09-19 Direct <;wnenlhlp : 

2003-09-19 Dime! Owne,.hlp : 

2003-09-19 Direct Ownerohip : 

2003-09-19 Dime! c;>wnenohip : 

2003-09-19 Dime! Ownenohip: 

Nature of 
transaction 

J~~"j1~"::;,ubllc 
mari(el 

10. Acquisition or 
dispoaltlon In the public 
market 

10 • Acquisition or 
dlaposltion In !he public 
market 

10 - Acquisition or 
disposition in the public 
market 

J~4~':~:X,blle 
marl<et 

10 · Acquisition or 
disposition in the pu~ic 
meri<et 

10. Acquls~ion or 
dlspos~ion In !he public 
mari<et 

10- Acquisition or 
dlsposttlon in the public 
market 

~~~~~:~Ublic 
market 

10. Acquisition or . 
disposition in the public 
market 

- - - -

Number or 
value acquired 
or disposed of 

-8,000 

·10.000 

-8,000 

·5,000 

·3,000 

-900 

-5,000 

-5,000 

-10,000 

-8,000 

-

Unit price or Closing 
exercise balance 
price 

2.7200 4,807,205 

2.7500 4,597.205 

2.61100 4,589,205 

2.6800 4,584,205 

2.7800 4,581,205 

2.7900 4,580,306 

2.7800 4,575,305 

2.8000 4,570,305 

2.7700 4,560,305 

2.8000 4,554,305 

-7-

Insider's Conversion Date of· 
·calculated or exercise expiry or 
balance price maturity 

. YYYY-MM-DD 

4,807,205 

4,697,205 / 

4,589,205 

4,584,205 

4,581,2C5 

4,580,305 

4,575,305 

4,570.305 

4,560,305 

4,554,305-

Underlying security 
designation 

- -·- - - - -

Equivalent 
number or 
value of 
underlyin 
securities 
acquired or 
disposed of 

-

Closing · 
b'alance of 
C~UiV\llent 
n

1
umber or 

value of 
u'ndcrlying 
securities 

I 

- -



-

0J 
~ 
...::t· 

-

85203 

65204 

8520e 

85200 

85210 

85212 

85214 

85218 

85217 

-

2003-C7-t4 2003-C!l-19 

2003.{17-14 2003-09-19 

2003.{17-15 2003-09-19 

2003-07-15 2003-09-19 

2003-07-15 2003.{)9-19 

2003-07-15 2003-09-19 

2003-()7-15 2003-()!l-19 

2003-07-18 2003-09-19 

2003-07-18 2003-()9-19 

- -

Direct Ownership : 10 • Acquisition or 
disposition In the public 
market 

'• 
Dlred Ownership : ~~~":'n~ubllc 

mar1<et 

Oi~ Qwnal"'hlp: 10- Acquisition or 
disposition In the public 
market 

Dlr~ Ownership : 10~sHicnor 
dis · In the public 
mari<et 

" Direct Ownership : 10 • A<;quillltion or 
disposH:100 In the pubJic 
market 

Direct Ownership : 10- Acquisition or 
disposition In the public 
market 

Direct Dwnonohlp : 10- Acquisition or 
disposition in the public 
mat'MI 

Direct Ownenlhlp : ~~~4~f~~blic 
market 

Dire<;! Ownerollip : 10 - Acquisition or 
disposition in tho public 
market 

- - -

-3,000 . 2.8300 4,548,305 4,546.:i05 

-3,000 2.6500 4,543,305 4,543,305 

-2,500 2.6300 4,540,805 4,540,805 

-3,000 2.8400 4,637,805 4,537,805 

-5,000 2.8600 4,532,805 4,532,806 

-3,000 2.8700 4,529,805 4,529,805 

-5,700 2 8800 4,524,105 4,524,105 

-4,000 2.7900 4,520,105 4,520.105 

-5,400 2.7500 4,514,706 4,514,705 

-8-

- - - - - - --- - - -



-

r-0 
~ 

"""" 

-

85220 

86221 

65219 

65222 

85223 

65224 

'85225 

65226 

86227 

65228 

-

2003-07-16 200~19 Direct Clwnenlhlp : 

2003-07-16 2003-00-19 Dired Ownership : 

2003-1!7-17 2003-ll9-19 Dlred Ownership : 

2003-07-17 2003..09-19 Direct qwn&rshlp : 

2003-1)7-16 2003.()9-19 Direct Clwnenlhlp : 

2003-1)7-16 2003.()9-19 Dlred Ownership : 

2003·07-16 2003.()9-19 Direct OwneMihlp : 

2003-07-16 2003.()9-19 Direct Ownership : 

2003-07-16 2003.()9-19 Direct Ownership : 

2003-07-21 2003-09-19 Direct Ownership : 

- - -

10- Acqulsl11on or 
dlaposltlon In lhe pubCic 

-9.500 2.7200 4,505,205 4,503,205 

market 

10 -Acquisition or 
dlaposftion in the public 

-3,100 2.7100 4,502,105 4,500,105 

merkel 

~~~s:::~:~bfk;. -2.000 2.7400 4,500,105 4,512,705 

mar1cet 

10. Acquisition or 
dlsposHion In the public 

-5,000 2.6500 4,495,105 4,495,105 

market 

10 .. ~ulsition or -17,000 2.6600 4,478,105 4,478,105 
disposition In 1he publk: 
mar1<et 

10 • Acquisition or -6,000 2.6000 4,472,105 4,472,105 
disposition In the public 
mefi(et 

10. AcqulaHion ot -7,000 2.5600 4,465,105 4,465,105 
dlapoolllon In the public 
mari<et 

10 • Acquisition or -7,000 2.6700 4,458,105 4,458.105 
disposition in the public 
merkel 

10- A<:qulsHlon or -9,000 2.6500 4,449,105 4,449,105 
dispositiOn In the public 
mar1<at 

~~Po~s~~'f~ublic 
merKel 

-18,000 2.6500 4,431,105 4,431,105 

-9-

- - - - - - - - - - - - -



-

..q
~ 

"""" 

-

85229 

65230 

65231 

85232 

86233 

85234 

85235 

86236 

85237 

65238 

-

2003-07-21 2003-09-19 

2003-07-21 200~-19 

2003-07-21 200~·19 

2003-07-21 2003-09-19 

2003-07-22 2003-09-19 

2003-07·22 2003-{}9-19 

2003-07-22 200J..09.19 

2003-07-22 ;1003-09-19 

2003-07-22 2003-09-19 

2003-07·23 2003-09-19 

- -

Dlrvct Owne<thlp : 10 • Acquilffion or 
dlspooitloo In tho public 
mari<el 

Dlreci 9-ershlp : 11 - Acquisition or 
dlspoGition carried out 
privat~ 

Olrvct Ownership: 1 o • A<:<Juisition or 
dlaposlt100 In the public 
market 

Direct Ownership : 10 - Acquisition or 
dispotltlon In tl'le public 
marl<el 

Direct Ownership : 10 • Acqulsltioo or 
dlopooitloo In lho public 
mericet 

Direct Ownership : 10- :lsition or 
dlspo$11 n In the public 
market 

Olrvct Ownership : 10 • AcqulsHloo or 
diapooltlon In the public 
maril:et 

Dlrvct Ownership : 10- Acquisition or 
dlspoo/tion In tho public 
marlc.et 

Direct ,~hip·: ~~~~·~~:~ublic 
market 

Dlrvct Ownership: 10 • Acquisition or 
dispoaition in tl'le·publlc 
matk.et 

.. - -

·1,000 2.6600 4,430,105 4,430,105 

·11,000 2.6700 4,419,105 4,419,105 

·17,500 2.6800 4,401,605 4,401,605 

-7,100 2.6900 4,394,505 4,394,505 

-6,000 . 2.6900 4,388,505 4,388,506 

-27,000 2.6700 4,361,505 4,361,505 

-24,000 2.6600 4,337,505 4,337,605 

-6,000 2.7300 4.331.505 4,331,505 

·2,000 2.7200 4,329,505 4,329,506 

-49,000 2.7200 4,260,505 4,260,505 

·10. 

- - - - - - - - - - -



-

U) 

"'t
o:::: I" 

0 

-

85239 

85240 

85242 

85243 

85244 

85246 

85247 

85248 

85249 

85250 

-

2003-07·23 2003-09-19 

2003-07-23 2003-C9-19 

2003..()7-24 2003..()9-19 

2003-07-25 2003-09-19 

2003-07-25 2003-ll9-19 

2003..()7-25 2003..()9-19 

2003..()7-28 2003-C9-19 

2003-ll7-28 2003..()9-19 

2003..()7-28 2003-C9-19 

2003..()7-29 2003..()9-19 

- -

Diro<:l Ownership : 11 • AcqulsiUon or 
disposition carried out 
privately 

Direct Ownership : 10. Acquls"lon or 
dlaposttlon in the public 
mari<:et 

Direct Ownership : 10 • Af?9ulsitlon or 
disposition In the public 
marlcel 

Direct Ownership : 10- AcQul~ltlon or 

" dlsposltJon In the public 
marlcet 

Direct Ownership : 10- Acquisition or 
disposition In the public 
man..t 

Direct Ownership : 10 - Aoquisttion or 
disposition In the public 
morl<et 

Direct Ownenlhlp : 10. ~ulsHion or 
dlsposHIO<l in the public 

·market 

Direct Ownership : ~~~~s:~~h:~ublic 
. market 

Direct Ownership : ~~~sl~f~~ubtlc 
market 

Direct OWnership : 10 - Acquisition or 
dlsposiUon In the public 
market 

- - -

-5,000 2.7000 4.275,505 4,275,505 

-4,000 2.6800 4,271,505 4,271,505 

-4,800 2.8500 4,266,705 4,266,705 

-3,000 2.6500 4,263,705 4,263,705 

-8,000 2.6300 4,255,705 4,255,705 

-3,000 2.6200 4,252,705 4,252,705 

-12,000 2.8300 4,240,705 4,240,705 

-8,000 2.8t00 4,234,705 4,234,705 

-3,000 . 2.8000 4.231,705 4,231,705 

-4,000 2.6000 4,227,705 

-11-

- - - - - - - - - - -



-

\0 

"""" "'=t' 

A 

0 

A 

-

85250 

8525t 

85252 

85252 

85253 

85254 

85255 

86256 

88442 

88443 

-

200~07·29 2003-10-05 

200~07-29 2003-{)9-t9 

2003-07-29 200:Hlll-19 

2003-07-29 . 2003-10-05 

2003-ll7-30 . 2003-09-19 

2003-07-31 2003-09-19 

2003-{)7-31 2003-09-19 

2003-{)7-31 2003-ll!l-19 

2003-08-{)1 2003-{)9-21 

2003-08-{)1 2003-{)9-21 

- -

Oir<ICI Ownotohlp : 10 • AoqUIIItion or 
disposition In lhe public 
marbt 

Dkea b.mer•nlp : 10. Acquisltiort or 
disposition In the public 
market 

Direct c::>wnen;hip : ~~~s~~~~u~lc 
mari<et 

Direct Ownership : 10 • Ac(!Uisltlon or 
dispos~kln In lhe public 
mar1cat 

Olr<ICI Ownenil!lp : 10 - Acqulsl~on or 
dlapos~lon In the public 
marl<ol 

Dlreot Ownewip : 10 • Acquisition or 
dlsposttlon In the pu~ic 
marltet 

Dlrect~lp: ~~~·~f~ubllc 
mart<at 

Dlreot Ownewlp : 10 - Acquisition or 
disposition ln the pu~ic 
market 

Direct Qwner<hlp : 1 o - Acquisition or 
disposition In tho public 
marl<et 

Direct Qwne<shlp : 10 . Acquisition or 
disposition In the public 
market 

- - -

-400 2.6000 4,231,305 4,227.705 

-5.200 2.5600 4,226,t05 4,222.505 

-'1.240 2.5500 4,218,265 

-42,400 2.5500 4,183,705 4,218.285 

-37,000 2.s6oo 4,146,705 4,181.265 

-67,000 2.6000 4,089,705 4,124,265 

-10,000 2.5900 4,079,705 4,114,265 

·5,000 2.8200 4,074,705 4,109,265 

·5,000 2.7300 4,0!!'3,705 4,104,265 

-5,000 2.6900 4,054,705 4,099,265 

·12-

- - - - - - - - - - -



-

---------------

['... 

-.::t' 
.q-

~ 

~5 

86447 

8644B 

86449 

86450 

66451 

66452 

66463 

86454 

66455 

- -

Date of 
transaction 
YYYY-MM-DD 

2003-~1 

2003-08-01 

2003-~1 

2003-08-01 

2003-08-01 

2003-08-05 

2003-08-05 

2003-08-05 

2003-08-05 

2003-08-06 

-

Date of filing Ownership typ 
YYYY-MM-DD (and registered 

holder, 11 
applicable) 

2003-09-21 Direct Ownership : 

2003-09-21 Direct Ownership : 

2003-09-21 Direct Ownership : 

2003-09-21 Direct OWnership : 

2003-09-21 Direct Ownenohlp : 

2003-09-21 Direct Ownership : 

2003-09-21- Direct Ownenohlp : 

2003-09-21 Direct OWnership : 

2003-09-21 Direct Ownership : 

2003-09·21 DilliCI Ownership : 

Nature-of 
transaction 

10 - Acquisition a< 
disposition In the public 
market 

10. Acquisilfon or 
disposition in the public 
market 

~~~~~.:"public 
market 

10 ·Acquisition or 
dlspoilllon In the public 
markol 

10 • AcquislUon or 
disposHion In the public 
market 

10 ·Acquisition or 
disposition In the public 
market 

10. AcquisJtion or 
disposHion In the public 
market 

10- AcqulsiHon or 
disposition In the public 
market 

~~~·~~,:"public 
market 

1 o .. ACquisition or 
disposition In the public 
market 

- - - -

Number or 
value acquired 
or disposed of · 

-3,000 

-29.000 

-21,000 

-6.000 

~.000 

-5,000 

-5,000 

-75,000 

-5,000 

-600 

-

Unit price.or Closing 
exercise balance 
price 

2.8800 4,061,705 

2.6700 4,032,705 

2.8800 4,011,705 

2.6500 4,005,705 

2.6200 3,999,705 

2.8800 3,994,705 

2.8700 3,989,705 

2.8500 3,914,705 

2.8800 3,909,705 

2.6700 3,908.905 

-13-

Insider's Conversion Dale of 
calculated or exercise expiry or 
balance price· maturity 

YYYY-MM-DD 

4,096,265 

4,067,265 

4,046,265 

4.040,2e5 

4,034,265 

4,029,265 

4,024,265 

3,949,265 

3,944,265 

3,943,465 

Underlying security 
designation 

- - - - - - -

• 
. 
. . 

-

Closing 
bhl~ncc ot 
e~uivalent . 
number or 1 

vhluc of 
uhdcrlying 
securities 

- -



-

00 
~ 
~-

-

86457 

86468 

87388 

87389 

87390 

87391 

87392 

67393 

87394 

67395 

-

2003-IJ3.<)6 200~21 

2003-08.()8 2003-(XI.21 

2003.()8.()7 2003-09-22 

2003-08-07 2003-09-22 

2003-08.()8 2003-09-22 

2003-08.()8 200J.(XI.22 

. 2003.()~8 200J.(XI.22 

2003-08-08 2003-09-22 

2003.()~8 2003-(XI.22 

2003-08-08 2003-09·22 

- -

DirB9~ Ownership : 10·=l!l~onor 
dlsposj In the public 
mari<al 

Dlnoct Owne<ohip : 10 • Aoqulsltfon or 
disposition In the public 
m11rket 

Oinoct Owne<ohip : 10~sitionor 
dis · In the public 
market 

Olrec~ ~hlp: 10 • Acquisf1ion or 
disposition In the public 
maricel 

Oi~, Ownership: ~~~~~~ut>lc 
marlcet 

Direct Ownership : 10 - Ac:quisilion or 
disposition In the public 
mari(et 

Direct Owne<ohlp : · ~~~·~'rhe0~ubltc 
marl(et 

Dinoct Ownership : ~&~s;~~tuf~ubftc 
market 

Olnoct Owne<ohlp : J~.Po.~'l:,"'"~~ubllc 
mar1<ot 

Dime! Owne<ohlp : J~~·~~~~ubtic 
mar1<et 

- - -

·10,000 2.8800 3,898,905 3,933,(65 

-55,000 2.8500 3,843,905 3,878,465 

-70,000 2.7800 3,n3,90s 3,808,(65 

-25,000 2.8000 3,748,905 3,783,465 

-10,000 2.7500 3.738,905 3,773,485 

·30,000 2.8500 3,708,905 3,743,485 

-10,000 2.8000 3,698,905 3,733,(65 

-8,000 2.9600 3.690,905 3,725,465 

-5,000 2.9000 3,885,905 J,no.•ss 

·5.000 2.9200 3,880,905 3,715,465 

-14-

- - - - - - - - - - -



-

0\ 
"'t~ 

"t 

-

87396 200:Hl8-o8 2003-00-22 

87397 200:HJIW8 2003-09·22 

87398 2003-08·11 2003-%-22 

67399 2003-08-12 2003.()9·22 

87400 2003.()8-12 2003.09-22 

87401 2003-08-12 2003.()9-22 

87402 2003.()6..13 2003-00-22 

87404 2003-08-13 2003.()9-22 

87405 2003-08-13 2003.()9-22 

87406 2003.()8-13 2003.()9-22 

-·- ·-

Direct Ownership : 10- Acquisition"' 
dlspooltlon In tt>e public 
mancat 

Dlred Ownership : ~~~~~~o;:'l)ublk: 
market 

Oitect~lp: 10 ·Acquisition or 
dloposl!lon In the public 
mar1<Bt 

Direct bwnenhlp : 10 • Aequlsltlon or 
disposition In the public 
market 

Direct OWnership : 10. AcqulsiUoo or 
dlspooltlon In the public 
martel 

DirGCt. Ownership : 10- Acquisition or 
dlaposl!lon In the public 
ma!l<el 

Direct Ownership : 10 ·Acquisition or 
dlaposl!lon In the public 
market 

Dlred Ownership : ~~~~~'l~o~~~ubUc 
malir.et 

Direct OWnership : 10- Acqulsi1ion or 
dlsposHion In the public 
market 

Direct Ownership : ~~~~~~~:~ubUc 
merkel 

- - -

·5.000 2.8600 3,675,905 

-6,000 2.9100 3,669,905 3,704,465 

-8,000 2.9600 3,661,905 3,696.465 

-4,000 2.9300 3,657,905 3.692.485 

-8,000 2.9400 3,649,905 3,664,465 

-73,000 2.9200 3,578,905 3,811,465 

·6.000 2.9500 3,670,905 3,805,485 

-7.000 2.9800 3.563,905 3,598,465 

-11,000 3.0300 3,552,905 3,587,485 

-35,000 3.0500 3,517,905 3,552,485 

-16-, 

- - - - - - - - - - -



-

o 
LO 

""" 

-

87408 

87409 

87410 

87411 

87412 

87413 

87414 

87415 

87416 

87417 

-

2003-08-13 2()03-$.22 

2003-011-13 2003-09·22 

200l-08-13 2()03$.22 

2003-011-13 2003-09-22 

2003-08-14 2()03$.22 

2003-08-14 2003$.22 

200l-OS-14 2003-09-22 

2003-08-14 2003$.22 

2003.{)8-14 2()03$.22 

2003-llS-14 2003-09-22 

- -

Di""'1 Ownorohlp : 10 - Ac<julslllon or 
disposition In the public 
marl<sl 

Dlree! Ownerohlp : 10 - ~ulslllon or 
dlsposibon In the public 
market 

Oir~ Ownership : J~~J~he"';,ubllc 
merke1 

Dlrec;' Owne<shlp : ~~~srn~hecx;,ubUc 
market 

Direct Ownerohlp : 10 - Acquls111on or 
dlsposiUon In lf1e public 
market 

DireCt Owne!Wlip : 10 - Acquisition or 
dl5posi1ion in the public 
market 

Dlltlct Ownership : 10 - Acqulslllon or 
dispo11i1lon In the public 
maf1(et 

DireCt Owne!Wllp : 10 - Acquisition or 
dlsposttlon In the public 
market 

Direct Ownership : 10 • AC<jUIGi1lon or 
dlapoaltiOO In the public 
mer1<el 

Dirvc1 OWnor>hlp : 10 - Acquisition or 
diaposltloo In the public 
market 

- - -

-57,800 3.0600 3,460,305 3,494,885 

-22,900 3.0700 3,437,405 3,471,985 

-26.000 3.0800 3.411,405 3,445,965 

-1,500 3.0900 3,409,905 3,444,485 

-200 3.1000 3,409.705 3,444,285 

-10,000 3.1200 3,399,705 3,434,265 

-9,000 3.0600 3,390,705 3,425,285 

-16,000 3.0800 3,374,705 3,409,285 

-2,100 3.0700 3.372,605 3,407,185 

-10,000 3.0500 3,362,605 3,397,165 

·1Ei-

- - - - - - - - - - -



-

~ 

U") 
o:::::t' 

-

87418 

87419 

87420 

87421 

87422 

87423 

87424 

87425 

87426 

87427 

-

2003-0S-15 2003-0S-22 

2003-08-15 2003-09-22 

2003-08-15 2003-09-22 

2003-08-15 2003.09-22 

2003-08-15 2003-09-22 

2003-08-15 2003-09-22 

2003-08-15 2003-09-22 

2003-08-15 2003-09-22 

2003-08-16 2003-09-22 

2003-08-18 2003-09-22 

- -

Direct Ownership : 11 - Acquisition or 
dlsposlllon can1od ou1 
privately 

Direct OWnership : 10 · Acquisition or 
disposition in tho public 
market 

Direct'' Ownership : 10-~u;.ruonor 
disposition in lhe public 
martet 

Dlred OWnership : 10- Acqulsl11on or 
disposition In the public 
martcet 

Direct: Clwnel$hip : ~~~·:~~~~ubllc 
marl<et 

Direct, OWnership : ~~~·~:public 
marimt 

Direct Ownership : 10 • Acqulslllon or 
disposition In tha public 
market 

Direct Ownel$hlp : 10 ·Acquisition or 
disposition in the public 
martce( 

Direct Ownership : 10. Acquisition or 
disposition In tho public 
mar1f.et 

Direct Ownership : 10 ·Acquisition or 
disposition In the public 
market 

- - -

-5,000 3.0600 3,357,605 3,392,185 

-8,000 3.0900 3,349,805 3,384,165 

-22,000 3.1800 3,327,805 3,362,155 

-10,000 3.1000 3,317,605 3,352.165 

-7,000 3.1100 3,310,805 3,345,165 

-5,000 3.1200 3,305,805 3,340,165 

-8,000 3.1300 3,297,805 3,332.165 

-38,000 3.1500 3.259,805 3,294,165 

-10,000 3.3300 3,249,805 3,28-4,185 

-5,000 3.2800 3,244,805 3,279,165 

-17-

-- '- - - - - - - - - -



-

"' I..() 

..q· 

-

87429 

87430 

87431 

87432 

87433 

87434 

87435 

87438 

87437 

-

2003-08-19 2003-()9·22 

2003-0&-19 2003-()ll-22 

2003·08-19 2003.@.22 

2003-08-19 2003-09-22 

2003-08-19 2003-09-22 

2003-0&-19 2003-09-22 

200:}.08-19 2003.{)!>-22 

200:}.08-19 2003-()!).22 

2003-08-20 2003-09-22 

- -

Di-Ownership : 10 • ~ulsHion or 
di!posH100 In the public 
mari<et 

Direct Ownership : ~~~s:~cr~~ubuc 
mari<et 

01- Owner>hlp : 10 - Acquisition or 
disposition In the public 
market 

Direct Ownership : 10 • A<:qulsltlon or 
dlapo&Hion In the public 
market 

Direct Ownorship : 10 • A<:qulsltion or 
dlsposHion In the public 
morkel 

Dl- Ownership : ~~~'":::~:;.,bile 
market· 

Dl.,a Ownership : 10 • A<:qulslllon or 
disposition In the public 
mar1te1 

Direct dwner.nip : ~~~~·l~fheorpubllc 
mart<et 

Direct Ownersllip : 10 • A<:qulal"on or 
dlsposlllon In the public 
market 

- - -

-~.000 3.6800 3,239,805 3,274,165 

·5.000 3.4800 3.~34.605 3,269,165 

-10,000 3.3800 3,224,805 3,259,165 

·3,000 3.5500 3,221,805 3,256.165 

·10,000 3.4400 3,211,805 3,246,165 

·5.000 3.4100 3.206,605 3,2.,,165 

·3.000 3.5000 3,203.805 3,238,165 

·5,000 3.4200 3,198,805 3,233,185 

-8,000 3.5500 3,190,805 3,225, 185' 

·111· 

- - - - - - - - - - -



-

,..., 
L() 

-.:::t 

-

87439 

87440 

87441 

87442 

67443 

87444 

87445 

87446 

87447 

--

2003-08-20 

2003-QII-20 

2003-08-20 

2003-08-20 

2003-08-20 

2003-08-20 

2003~08-21 

2003-08-21 

2003-08-21 

-

2003-09-22 Dlreci Ownership : 10 ~Acquisition or 
disposition In the public 
market 

2003-09-22 Direct Ownership : 10~sllionor 
dis In the public 
marl( at 

2003-09-22 Direct C>"Nhershlp : 10 ~ AcqulfJtlon or 
disposition ln the pobllc 
merket 

2003-o9-22 Direct Ownership : 10- Acquisition or 
dlsposl!lon In the public 
marks! 

2003-09-22 Direct O.....rship : 10 • Acquisition or 
disposition In lhe public 
market 

2003-09-22 Olreci Ownership : 10- A<Qulolllon or 
dlspoolllon In the public 
market 

2003-00-22 Direct O.....rship : 10 • AcqulsiUon or 
dlspostUon In the public 
market 

2003-09-22 Direct Ownership : ~~~s:~~o;,ubllc 
market 

2003-09-22 Direct Ownership : 10- Acquisition or 
dlsposlllon In the public 
mar1tel 

- - .. ------- -------~-

-5,000 3.7200 3,180,605 3,215,165 

-5,000 3.7200 3,175,605 3,210,185 

-5,000 3.8000 3,170.605 3,205.165 

-10,000 3.6100 3.160,605 3,195,165 

•7,000 3.7600 3,153,805 3,188,185 

-12,700 3.7900 3,140,905 3,176,465 

-a.ooo 3.9800 3,132,905 3,167.485 

-6,000 3.9900 3,128,905 3,181,485 

-8,000 3.7900 3,118,905 3,153,465 

·19-

- -- - - - - - - - - -



-

. ""' 
t.n 
...;;t· 

~ 

87449 

87451 

87.52 

80o459 

80o460 

80o451 

87453 

87454 

95863 

- -

Date of 
transaction 
YYYY-MM·DD 

2003-08-21 

2003-08-21 

2003-0&-21 

<1003-0&-25 

2003-08-26 

2~26 

2003-0B-28 

2003-08-28 

2003-09-02 

-

Dale of filing. Ownershi~ type 
YYYY-MM-DD (and registered 

holder, if I 

. '""""'"r 

2003-0S-22 Direct Ownership : 

2003-0&-22 Dlr~ Ownership : 

2003.00-22 Olr&el Ownenohlp : 

2003-0S-21 .Direct Ownel'lhlp : 

2003-09-21 Direct Ownenll1ip : 

2003-0S-21 Dlrect Ownership : 

2003-09-22 Dir~ Ownernhlp : 

<003-09-22 Oirad OWnership : 

2003-10-05 Oirad Ownership : 

Nature of 
transaction 

10 . Acquisition or 
dlsposltk>n In 1he public 
market 

J~~5~~eorpubllc 
meri(et 

10 • Af?qUisHion or 
disposlhon in the public 
mat1c.et 

~~~·rn~:'publlc 
merl<et 

10 • AcquisWon or 
disposition In the public 
mark.et 

10 • Acquisttlon or 
disposition In the public 
mor1<et 

10 - A~uisltion or 
dispositiOn In the pubDc 
market 

10-~sitionor 
dlsposlt In tho public 
marl<et 

10· AcqulsJIIon or 
disposlilon In the public 
market 

- - ... -

Number or 
value acquired 
or disposed of 

0.000 

-9.000 

4,000 

-8,000 

-1.800 

-s:ooo 

-5.000 

-5.000 

-5.000 

-5,000 

Unit price or Closing 
exercise balance 
price · 

3 8700 3,099,905 

3.9500 3,095,905 

3.8200 3,087,905 

3.8300 3,088,105 

3.4400 3,081,105 

3.4500 3,076,105 

3.5100 3,071,105 

3.5200 3,066,105 

3.4500 3,061,105 

-20. 

Insider's Conversio'n Date of 
calculated or exercise expiry or 
balance price mah,uily 

YYYY-MM-DD 

3,134,465 

3,130,465 

3,122.465 

3,876,665 

3,871,665 

3.666,665 

3,105,685 

3,100,666 

Underlying security 
designation 

Equivalent 
number or 
value of 
underlying 
securities 
acquired or 
disposed o 

Closing ; 
balance of 
equivalent 
number Or 
va1uc ot' 
und<nlying 
securitie~ 

- - - - - - - - - - -



-

1..{) 

l..{') 

~ 

-

95864 200~3 

90837 2003-09-00 

90838 2003-09-00 

90839 2003-09-09 

90640 2003-09-09 

9084t 2003-09-09 

90642 2003-09-00 

90843 2003-09-09 

90644 2003-09-00 

90845 2003-09-00 

- -

2003-tD-05 Dlr9CI Qwnmhip: tO- Acquisitlon or 
disposition in tho public 
marl<ei 

2003-09-28 Oir9CI OwneBhip : tO- Acquisition or 
dlaPQSIUon In the public 
mari<et 

2003.09-28 Direct Ownmhip : 10 ~ Acqutsition or 
disposition In the public 
marl<et 

2003.09-28 Olred~hlp: 10 p ~ulsltlon or 
,, disposition In the public 

market 

2003-09-28 Olrec!Owner.l.lp: ~f~~'l:.~e";,ublic 
morl<et 

2003-09-28 Direct Ownership : 10 ·Acquisition or 
disposition in the public 
market 

2003-%-28 Direct Ownership : ~~~4~f~ublic 
mari<et 

2003-09-28 Direct Ownership : to - Acquisltlon or 
disposition In the public 
merl<et 

2003-09-28 Direct Ownership : tO- Acguisitlon or 
dlapooilion in the public 
marl<at 

2003~9-28 Dinl<:l Ownership : t 0 • Acquishion or 
dlsp<>sition In the public 
market 

" - - - -

-400 3.5200 3,060,705 

-17,000 3.6000 3,043,705 3,053,665 

-9,300 3.8100 3,034,405 3,074,385 

-8,200 3.6200 3,026,205 3,066,166 

-5,000 3.4300 3,02t,205 3,06t,t85 

-t9,000 3.5300 3,002,206 3,042, t85 

-2,500 3.6500 2,999,705 3,039,665 

-9,000 3.5000 2,990,705 3,030,665 

-7,000 3.4800 2,983,705 3,023,685 

-ts,ooo '3.5600 2,958,705 3,008,585. 

-2t· 

- - - - - - - - - - -



-

\0 
L.{) 

"'d" 

lit II@ !Bififillo] 

90846 

90847 

90848 

90649 

90825 

90626 

90627 

90830 

90831 

186758 

- -

Daleo! 
transaction 
YYYY·MM·DD 

200~ 

2003-09-10 

2003-09-10 

2003-09-10 

2003-09-11 

2003-09-11 

2003-09-12 

2003-09-15 

2003-09-18 

2003-1().17 

-

Dale of filing Ownership type 
YYYY -MM-DD (and registered 

holder. if I 
opp>;oo'!ol) 

2003-09-28 Direct :,C>.omershlp : 

2003-0&-28 Di- Ownership : 

2003-09-28 Dlrect,1~shlp: 

2003-09-28 Direct, Ownership : 

2003-09-28 Dir~ Ownership : 

2003-09·28 Dl-· Ownership: 

2003~28 Oired Ownership : 

2003-09-28 Di"'4 Ownership : 

2003-09-28 Di~ Ownership : 

2004-02·11 Direct Owne,.hlp : 

Nature of 
transaction 

~~~~orpubllc 
market 

~~~~~~sr~o~:~~~c 
maril:et 

10- Acquisition or 
dlsposlllon In 1lw! public 
rnorl<et 

~~~~~~:~~e01publle 
martet 

10-Ac:q\Jisttionor 
dlapooltlon In the P<Jbllc 
marl<et 

10 • A<;<julsiHon or 
disposition in the public 
market 

10 ·Acquisition or 
diaposUion In the ~lc 
martc;at 

10 - AcqulsHion or 
disposition In the pubUc 
market 

~~~~~~~ublle 
marl<et 

36 - Conve~on or 
exchange 

- - .. -

Number or 
value acquired 
or disposed of 

·1,000 

·30,000 

·20,000 

·20,000 

·31,900 

·19,900 

·1,800 

-5,000 

·10,000 

+2,250,000 

-

Unit price or Closing 
exercise balance 
price 

3.6700 2,967,705 

3.6000 2,937,705 

3.6500 2.917,705 

3.6300 2,897,705 

3.5000 2,865,805 

3.5060 2,846,905 

3.5500 2.844,105 

35300 2,839,105 

3.5300 2,829,105 

5,079,105 

·22· 

Insider's Conversion Date of 
calculated or exercise expiry or 
balance price maturity 

YYYY·MM·DD 

3,007,665 

2,977,665 

2,957.665 

2,937,665 

3,068,765 

3,046,865 

3,047,065 

3,042,065 

3,032,065 

Underlying security 
designation 

- - - - - - -

Equivalent 
number or 
value of 
underlying 
securities 
acquired or 
disposed of 

-

I 

- -



-

['-., 

LO 
~· 

-

152358 

186786 

186767 

166768 

186762 

186765 

188770 

186771 

186772 

188773 

-

2003-12.08 2003-12-24 

2004-01.05 2004.02-11 

2004-01.05 2004-02-11 

2004-01-oS 2004.02-11 

2004-01-{)6 2004-o2-11 

2004·01-oB 2004.02·11 

2004-01.08 2004-o2-11 

2004-01.08 2004.02-11 

2004-01.08 2004.02-11 

2004-01-oB 2004-02-11 

- -

Direct Qwnenlhlp: 1 1 • Acqulal11on or 
dlspooition carri<id out 
prlvolaly 

Direct Owne<Ship : 10. Acquisltion.or 
dispoaltlon in the public 
market 

Direct Qwnenhlp : 10 • Acquial11on or 
dispooltion in 1he public 
market 

Direct Ownership : 10. Acquisition or 
dlsposJtlon In the public 
market 

Direct Ownar<hip : 10. Acqulsltloo or 
dlspooltlon in 1ha public 
market 

Dire<t Owne<Ship : 10 • A~uisi1ion or 
disposition In the public 
market 

Direct Ownership : 10 • Acc:Juisltion or 
dl5pooilion In 1he public 
market 

Direct Ownenhip : 10 . Acquisition or 
disposition ih the public 
market 

Dire<t Ownerahip : 10. ~utsition or 
disposition in the public 
market 

Direct Oomership : 10 • Acc:Ju1Bi11on or 
disposition In the public 

""'""'' 

- - -

-696,000 3.6800 4,383,105 

·80.000 5.4000 4,303,105 

-29,200 5.3000 4,273,905 

-20,800 5.4256 4,253,105 

-13,600 5.1800 4,239,505 

-9,000 5,1700 4,230,505 

·39,000 5.0200 4,191,505 

-38,000 5.0300 4,153,505 

-15,000 5.0400 4,136,505 

-6,000 5.0000 4,130,505 

-23· 

- - - - - - - - - - -



-

00 
L{j 

~-

-

t86a0t 

186774 

186775 

186776 

186777 

186776 

186779 

186750 

166781 

186782 

-

2004-01.()8 2004-'l2·tt 

2004-'lt-09 2004-02-t, 

2004-0t-09 2004-02-tt 

2004-0t-09 2004-02·1, 

2004.()1 -09 2004.()2-tt 

2004.()1.()9 2004-02-11 

2004.()1.()9 2004-'lZ-11 

2004.()1.()9 2004-02-11 

2004-0t-09 2004.02-tt 

2004.()1-09 2004·02-11 

- -

Dlr&d Ownership : t t • Acquisition a< 
disposition camed ou1 
prtvatoly 

Dire-ct Ownership : 10 • Acquisttion or 
dlapo11Hon In the pubUc 
market 

Direct OWnership ; Jg~4~0J!:~ublic 
mari<el 

Direct Ownership : 10 • Acquisition or 
disposition In the public 
market 

Direct Ownership : ~~~4~~:~ub(lc 
mari<et 

0/red Ownersl'lip ; fO • ~uisifion or 
disposition In the public 
marKet 

Direct Ownership : 10 ·Acquisition or 
dlapostflon In the public 
market 

Direct Dwner.ihlp : tO· Acquisition or 
disposition In the public 
market 

Direct Ownership : ~?.~4~~.0~ubllc 
market 

Direct Ownenhlp : 10. AcqukJition or 
dl&pocitlon in the public 
market 

- - -

·1,500,000 5.0000 2,630,505 

·12,000 5.0500 2,618,505 

~.000 5.0800 2,610,505 

-2,500 5.1400 2,608,005 

-1.500 5.1600 2,606,505 

-3,600 5.1700 2,602,905 

-4,400 5.1500 2,598,505 

·5,000 5.2200 2.593,505 

·29,000 5.2000 2.564,505 

·18,500 5.2300 2.548,005 

-24· 

- - - - - - - - - - -



-

0'\ 
L.() 

~-

-

186783 

186784 

186785 

186786 

186787 

186788 

186789 

186790 

186792 

186793 

-

~1-12 

2004-01-12 

2004-01-12 

2004-01·12 

2004-01·12 

2004-01·12 

2004-01·12 

2004-01·13 

2004-01-13 

2004-01·20 

-

~2-11 Direct Ownerohlp : 10-=lsltlonor 
dlsposl n In the public 
market 

2004-02-11 Direct Ownership : 10 ·Acquisition or 
d~posiHon In the pubUc 
market 

2004-02-11 Direct Ownership : ~~~=.4~he~ubllc 
market 

2004-02-11 Direct OWnership : 10 - Acquisition or 
disposition in the public 
mar1c:et 

2004-02-11 Diroo1 Ownership : ~~~·~cr.,.,or public 
market 

2004-02·11 Direct Owna<ship : 10- Acquisltton or 
dlsposltlon In tho public 
market 

2004-02-11 Oirect,Ownenrhlp: ~~~·:~~~;,..bile 
market 

2004-02·11 Dlrocl Owna<shlp : 10 .. Acquisition or 
disposition In the public 
msr1<et 

2004-02·1 1 Direct OwnershiP : l~~4~~~ublic 
msri<et 

2004·02-1 1 Direct Ownership : 10 • Acquisition or 
dlspositlon In the public 
marl<et 

- - - -

~I 

-8,000 5.0500 2,538,005 

-10,000 5.0600 2,528,005 

·5,000 5.0700 2.523,005 

-8,600 5.0800 2,514,405 

7 
-19,900 6.1100 2,494,605 

-10,000 5.1200 2,484,505 

·2,000 5.1600 2,482,505 

~.200 5.0500 2,478,305 

·5,500 5.0300 2,472,805 

·25,800 5.1000 2,447,005 

·25--

- - - - - - - - - - -



-· 

0 
\0 
~-

-

186795 

186796 

186797 

186798 

186799 

186800 

310087 

-

2~1-20 2004~2-11 

2~1·20 200<1-<12-11 

2004-01-20 2004.02-11 

2~1-20 2004.02-11 

2004.01·21 2004.02·11 

2004.01·21 2004.02-11 

2004-08·17 2004-08-27 

- -

Direct Ownership: ~g~s:~~:~utHic 
market 

Direct Ownership : 10 ~ Acquisiti0t1 or 
dlspoaltlon In tho public 
market 

Oiract Owne!Wlip : 10 • Acquisition or 
diapos\1\on In tho public 
mar1«!1 

Direct Ownership : 10- Acqulaltl011 or 
dlopooit\on In tho public 
mart<et 

Direct Ownership : J~~·:~orpubllc 
market 

DireCt Ownership : 10~\tltionor 
dis · In the public 
marl<el 

Direct Ownership : 36 - Convenlon or 
exchange 

- - -

I 
'I 

-5,000 5.0500 :1.418,005 

-5,000 5.1600 2.413,005 

-17,200 5.1100 2,395,805 

-10,000 5.0000 2,385,805 

-30,300 5.1500 2,355,505 

·2,400 5.1800 2,353,105 

-2,353,105 

·26· 

- - - - - - - - - - -
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IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C. 1985, c.C-36, AS AMENDED 
AND IN THE MATTER OF A PLAN OF COMPRO-MISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

·. 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

PROCEEDING COMMENCED AT 
TORONTO 

~---------------------------------------------·------
. MOTION RECORD 

(Motion Returnable April13, 2012) 

Paliare Roland Rosenberg Rothstein LLP 
250 University Avenue 
Suite 501 
Toronto ON M5H 3E5 
Ken Rosenberg I Massimo Starnino 
Tel: 416.646.4300 I Fax: 416.646.4301 

Koskie Minsky LLP 
20 Queen Street West, Suite 900 
Toronto, ON M5H 3R3 
Kirk Baert I Jonathan Bida 
Tel: 416.977.83531 Fax: 416.977.3316 

Siskinds LLP 
680 Waterloo Street · 
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Tel: 519.672.21211 Fax: 519.672.6065 

Lawyers for an Ad Hoc Committee of Purchasers of the Applicant's 
Securities, including the Representative Plaintiffs in the Ontario 
Class Action against the Applicant 
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