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Sino-Forest Corporation
(» Canada Business Corporations Act corporation)

1U8$600,000,000
6'% Guaranteed Senior Notes due 2017

PURCHASE AGRBEMENT
October 14, 2010

Bane of America Securities LLC
One Bryant Park, New York, NY 10036
United States

Credit Suisse Securlties (USA) LLC
Eleven Madison Avenue

New York, NY 10010

United Staies

As Representatives of the Initial Purchasers
named in Schedule A hereto

Ladies and Gentlemen:

Sino-Forest Corporation, a Canada Business Corporations Act corporation (the “Company”),
confirms its agreement with Banc of America Securities LLC ("BAML") and Credit Suisse Securities
(USA) LLC (*Credit Suisse”) and the initial purchasers named in Schedule A hersto (fogsther, the
“Initinl Purchasexs”, which term shall also Include any initial purchaser substituted as hereinafter
provided in Section 11 hereof), for whom BAML and Credit Suisse are acting as representatives (in such
capaclty, the “*Representaiives™), with respect o the issue and sale by the Company and the purchase by
the Initial Purchasers, acting severally and not jointly, of the respective principal amounts of the
Company’s 6':% Guaranfeed Senior Notes due 2017 (the *Notes”) set forth in Schedule A hereto. The
Notes are to be issued pursuant to an indenture (the “Indenture”) to be dated as of the Closing Date (as
defined in Section 2(b)) among the Company, the subsidiary guarantors named in Schedule D-1 hereto
(sach a “Subsidiary Guarantor") and Law Debenture Trust Co, of New York, as trustee (the “Yrustee”).

Notes issued in book-entry form will be issued to Cede & Co. as nominee of The Depository
Trust Company (“DTC"),

The payment of principal of, interest on, and all other amounts due under, the Notes will be
irrevocably and unconditionally guaranteed on a senior basis by the Subsidiary Guarantors, pursuant to
their gnarantees (the “Subsidiary Guarantees”), The Notes and the Subsidiary Guarantees attached
thereto are herein collectively referred to as the “Securitles,” The Securities will be secured by a valid
and enforceable perfected fivst puority security interest over all the shares held by each Subsidiary
Guaramtor Pledgor (as hersinafter defined) (collectively, the “Collateral”). The Company and the
pledgors listed in Sohedule D-4 hersto (the “Subsidiary Guarantor Pledgors™) and Law Debenture
Trust Co. of New Yark as security trustee (the “Sscurity Trastee”) will enter into the share pledges listed
in Schedule B (Part I) hereto (collectively, the “Share Pledges™), fo be dated as of the Closing Date. The
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Collateral will be shared pari passy in right and priority of payment with certain other creditors in respect
of the obligations of the Company and the Subsidiary Guarantor Pledgors in sccordance with the
amended and restated intercreditor agreement described in Schedule B (Part I1) hereto (the “Intercreditor
Agreement”), by and among the Company, the Subsidiary Guarantor Pledgors, the Trustes, the Secutity
Trustes and certain other parties, to be dated as of the Closing Date, The Share Pledges and the
Intercreditor Agreement are hersin referred to as the “Security Documents”,

The Company and each Subsidiary Guarantor understands that the Initial Purchasers propose to
make an offering of the Securities on the terms and in the mauner set forth herein and agrees that the
Initial Purchasers may resell, subject to the conditions set forth herein, all or a portion of the Seourities to
purchasers (“Subsequent Purchasers”) at any time after this Agreement has been executed and
delivered. The Securities are to be offered and sold through the Initial Purchasers without being
registered under the Seourities Act of 1933, as amended (the “1933 Act”), in reliance upon exemptions
therefrom. Pursuant to the terms of the Securities and the Indenture, investors that acquire Securities may
only resell or otherwise transfer such Seourities if such Securities are hereafter registered under the 1933
Act or if an exemption from the registration requirements of the 1933 Act is available (including the
exemption afforded by Rule 144A (“Rule 144A”) or Regulation 8 (“Regulation S”) of the rules and
regulations promulgated under the 1933 Act (the *1933 Act Regulations™) by the Securities and
Bxchange Commission (the “Commission™)),

The Notes are expected to be listed on the Singapore Exchange Securitiss Trading Limited (the
“SGX-ST™),

The Company and the Subsidiary Guarantors () have prepared and delivered to each Injtial
Purchaser copies of & preliminary offering memorandum, including any documents incorporated thersin
by reference, dated October 11, 2010 (the “Preliminary Offering Memorandum”™) and (b) have
prepared and will deliver to each Initial Purchaser, as promptly as possible prior to the Closing Time,
copies of a final offering rmemorandum, including any documents incorporated thersin by reference, dated
the date hereof (the “Final Offering Memorandum™), each for use by such Initial Purchaser In
connection with its solivitation of purchases of, or offering of, the Seowritics, “Offering Memorandam”
means, with respect to eny date or time referred to in this Agreement, the most recent offeting
memorandum (whether the Preliminary Offering Memorandum or the Final Offering Memorandum, as
amended and supplemented at such time), including exhibits thereto, if any, and any documents
incorporated therein by reference, which has been prepared and delivered by the Company to the Initial
Purchasers in conneotion with thelr solicitation, of purchases of, or offering of, the Securities,

Seotion 1. Representations and Warranties e Company and the Subsidiary Guarantor

(a) Representations and Warranties by the Company. The Company represents and warrants
to aach Initial Purchaser as of the date hereof and as of the Closing Time referred to in Section 2(b)
hereof, and agrees with each Initial Purchaser, as follows:

4y Disclosure Package and Final Offering Memorandum, As of the Applicable Time
{as defined below), neither {A) the Preliminary Offering Memorandum as supplemented by the

final pricing teym sheet, in the form attached hereto as Schedule C (the “Pricing Supplement™)
and as otherwise supplemented or amended at such time, all considered together (collectively, the
“Disclosure Package"), nor (B) any individual Supplemental Offering Materials (as defined
below), when considered together with the Disclosurs Package, included any untrus statement of
# material fact or omitted to state any material fact necessery in order 10 meke the statemenis
therein, in the lght of the circumstances under which they were made, not misleading.
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*Applicable Time” means 5:30 P.M. (New York City time) on the date hereof or such other time
s agreed by the Company and the Representatives,

“Supplemental Offering Materfals™ means any “written communication” (within the
meaning of the 1933 Act and the 1933 Act Regulations) prepared by or on behslf of the
Company, or used or refarred to by the Company, that constitutes an offer to sell or a solicitation
of an offer to buy the Securities other than the Preliminary Offering Memorandum or the Final
Offerlng Memorandum or amendments or supplements thersto (including the Pricing
Supplement), incleding, without limitation, any road show relating to the Securities that
constitutes such a written communication,

As of its issue date and as of the Closing Tlme, the Final Offering Memorandum will not
include an untrue statement of a material fact or omit fo state a material fact necessary in order to
meke the statements therein, in the light of the circumstances under which they were made, not
misleading,

The representations and warranties in this subsection shall not apply to statements in or
omissjons from the Disclosure Package or the Final Offering Memorandum made in reliance
upon and in conformity with written information fumished to the Company by any Iuitial
Purcheser through the Representatives exprossly for use thersin, it being understood and agreed
tbat the only such information is that described as such in Section 7(a) hereof,

(i)  Independent Accguntants. The accountants who certified the financial statemonts
and supporting schedules included in the Disclosure Package and the Final Offering
Memorandum are independent public accountants within the meaning of the 1933 Act and as
required under Canadian securities laws and there have not bgen any disagreements within the
meaning of National Instrument 31-102 — Continuous Disclosure Obligations since January 1,
2004 with any present or former auditors of the Corapany,

(i)  Finangial Siatemsonts. The fivancial staterdents, together with the reldted
schedules and notes, included or incorporated by reference in the Disclosure Package and the
Final Offering Memorandum, present fuirly the financial position of the Company end its
consclidated Subsidiavies (as defined below) at the dates indicated and the statement of
operations, shareholders’ equity, eamings and cash flows of the Company and it consolidated
Subsidiaries for the periods specified; said financial statements have been prepared in conformity
with Canadian generally accepted accounting principles (‘GAAP") applied on a consistent basls
throughout the periods involved. The selected financlal data and the summary financial
information included in the Disclosure Package and the Final Offering Memorandum present
fairly the information shown therein and have begn compiled on a basis consistent with that of the
sudited financial statements included in the Disclosure Package and the Fipal Offering
Memorandum. The other financial and operational information included in the Disclosure
Package and the Final Offering Memorandum present fairly information included therein.

All disclosure contained in the Disclosure Package and the Final Offering Memorandum
regarding “non-(YAAP financial measures” (as such term js defined by the rules and regulations
of the Commission) complies with Regulation ¢ under the Securities Bxchange Act of 1934, as
amended (the “1934 Act”).

The disclosure contained in the section headed “Summary of Certain Differences

Between Canadian GAAYP and 1.8, GAAP" in the Digclosure Package and the Final Offering
Memorandum which summarizes ¢ertain significant differences between Canadlan GAAP and
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U.S. GAAP is a correct and aceurate summary of such significant differences and reflects the
material differences between Canadian GAAP and U.S, GAAP, as they would apply to the
Company.

(ivy  No Materia] Adverse Change in Business, Sinoe the respective dates as of which
information is given in the Disclosiwe Package and the Final Offering Memorandum, except as
otherwise stated therein, (A) there has been no raterial adverse change in the condition, financial
or otherwise, or in the earnings, operations, assets, properties, prospects, liabilities (contingent or
otherwise), obligations (absolute, accrued or otherwise), oapital or business affairs of the
Company and its Subsidlaries considered as one enterprise (the “Condition of the Company™),
whether or not arising in the ordinary cowrse of business (such change, a “Materisl Adverse
Effect™), (B) there have bsen no transactions entered Into by the Company or any of its
Subsidiaries which are material with respect to the Company and its Subsidiaries considered as
one eaterprise, and (C) there has been no dividend or distribution of any kind declaved, paid or
made by the Company on any class of its capital stock, Neither the Company nor any of its
Subsidiaries has sustained since the date of the latest financial statements included in the
Disclosure Package and the Final Offering Memorandum any material loss or interference with
its business from five, earthquake, flood, explosion or other calamity, whether or not covered by
insurance, otherwlse than as set forth in the Discloswe Package and the Final Offering
Memorandum,

(v)  Incorporation and Good Stapding of the Company, The Company is a
corporation duly organized, validly existing and in good standing under the laws of Canada, with
corporate power and authority to own, lease and operate its properties and to conduct its business
s presently conduoted and as desoribed in the Disclosure Package and the Fina] Offering
Memorandum; and the Company is duly qualified to transact business and is in good standing in
each jurisdiction in which the conduct of its business or the ownemship or leasing of property
requires such qualification, except to the exfent that the fallure to be so gualified or to be in good
standing, considering all such cases in the apgregate, would not cavse a Material Adverss Bifect.

(vi)  List of Subsidiaries. All of the Subsidiaries of the Company, except those
specifically excluded below, are listed in Sohedule D-2 attached hereto; all of the Company’s
Subsidiaries other than those listed on Schedule D-3 are Subsidiary Guarantors, there js no ofher
company or underfaking in which any of the Company or its Subsidiaries directly or indirectly
owns or controls or proposes {o own or confrol a majority interest (whether by way of
shareholding, trust arrangement or otherwise),

For purposes of thls Agreement, “Subsidiary” means: (A) any corporation of which
seourities, having by the terms thereof ordinary voting power {0 elect & majority of the board of
.directors of such corporation (rrespective of whether at the time shares of any other olass or
classes of suoh corporation might have yoting power by reason of the happening of any
contingency, unless the contingency has ocourred and then only for as long as it continues), are at
the time divectly, indireotly or beneficially owned or sontrolled by the Cornpany or one or more
of its Subsidiaries, or the Company and one or more of its Subsidiaries; (B) any partnership of
which the Company, or one or more of its Subsidiaties, or the Company and one or more of Its
Subsidiaries: (1) direotly, Indirectly or beneficially owns.or controls more than 50% of the
income, capital, beneficlal or ownership interest (however designated) thereof; and (2) is a
general partner, in the case of a limited partnership, or is a partner that has the authority to bind
the partnership in alt other cases; or {(C) any other person of which at least a majority of the
income, capital, beneficial or ownership interest (however designated) is at the time directly,
indivectly or beneficially owned or sontrolled by the Company, or one or more of its Subsidiaries
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or the Company and one or more of its Subsidiaries; provided that the term Subsidiary shall in

any event include the WFOEs (ag defined below) and the Sino-foreign equity joint venture
company and each of the additional entities identified in Schedule D-2 but excludes Sino-Panel
Corporation (Canada), Sinowood Holdings Limited, Slnowood Finance Limited, Khan Forestry |, -
Ino, and Max Gain Development Limited, which have no or minimal assets or liabilities, are not
engaged in any operation and are owrently considered inaotive,

Additionally, for purposes of this Agreement, the “Mandra Group” means Mandra
Forestry Holdings Limited and ifs Subsldiaries, and the “Omnicorp Group” means Omnicorp
Limited and its Subsidiaries,

(vil)  Ingorporation and Good Standing of Subsidiaries, Each Subsidiary has been duly
incorporated, amalgamated, formed or continued, as the case may be, is validly existing as a
corporation in good standing under the laws of the jurisdiction of its incorporation,
amalgamation, formation or continuance, has the corporate power and authority to own its
property and to conduct its business as described in the Disclosure Package and the Final
Offering Memorandum and is duly qualified to transact business and is in good standing in each
Jurisdiotion in which the conduct of its business or jts ownership or leasing of property requires
such qualification, except to the extent that the failure to be so gualified or be in good standing
would not have a Material Adverse Effect,

(vlii)  Corporate Authority. The Company has the corporate right, power and authority
to execute and deliver this Apreement, the Notes, the Security Doouments to which it is a party
and the Indenture (collectively, the “Transaction Docnments”) and to perform its obligations
hereunder and thereunder; and all action required to be taken for the due and proper authorization,
execution and delivery of each of the Transaction Documents and the consummation of the
transactions contemplated thereby has been duly and validly taken.

(ix)  Capitalization. The Company has an aythorized capitalization as set forth under
the headings “Consolidated Capitalization™ in the Disclosure Package and the Final Offering
Memorandum, All the issued and outstanding shares of capital stock of the Company and each of
its Subsidiaries (except that with respect to both of the Mandra Group and the Omnicorp Group,
to the best knowledge of the Company) have been duly authorized and validly isswed and are
fully paid and nonassessable. All outstanding shares of capital stock of the Subsidiaries are
owned by the Cotnpany either directly or indireotly free and olear of any security interest, claim,
lien or encumbrance other than as set forth in the Disclosure Package and the Final Offering
Memorandum; none of the outstanding shares of capital stock of any Subsidiary of the Company
(except that with respeoct to both of the Maudra. Group and the Qmnicorp Group, to the best
knowledge of the Company) way issued in violation of the preemptive or other similar rights of
any security holder of each respective entity other than as set forth in the Disclosure Package and
the Final Offering Memoraudum. :

(x) Authorization of Agreement, This Agreement hag been duly authorized, executed
and delivered by the Company.

(xi}  Authorization of the Indenture. The Indenture Las been duly authorized by the
Company and, when executed and delivered by the Company end the Trustee, will constitute a
valid and binding agreement of the Company, enforceable against the Company In accordance
with its terms, except as the enforcement thereof may be limited by bankruptey, insolvency
(including, without limitation, all laws relating fo faundulent transfers), reorganization,
moratorium or similar laws affecting enforoement of oreditors” rights generally and exoept as
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enforcement thereof is subject to- generﬂ prinoiples of equity (regardless of whether enforcement
is considered in a proceeding in equity or at faw),

(xil)  Authorlzation of the Intercreditor Agreement, The Intercreditor Agreement has
been duly authorized by the Company and, when executed and deliverad by the Company and the

other parties thereto, will constitute a valld and binding agreement of the Company, enforoeable
against the Company in accordance with its terms, except as the enforcement thereof may be
limited by bankruptey, Insolveney (including, without limitation, all laws relating to fraudulent
transfers), reorganization, moratorium or simjlar laws affeoting enforcement of oreditors’ rights
generally and except as enforcement thereof is subject to general principles of equity (regardless
of whether enforcement is oonsidered In a proceeding in equity or at law). '

(xiif)  Authorization of Notes. The Notes have been duly authorized and, at the Closing
Time, will have been duly executed by the Company and, when authenticated, issued and
delivered in the manner provided for in the Indenture and delivered against payment of the
purchase price therefor as provided In this Agreement, will constitute valid and binding
obligations of the Company, enforceable against the Company in accordance with their teyms,
except as the enforcement thereof may be limited by bankruptey, insolvenoy (including, without
limitation, all laws relating to fraudulent fransfers) reorganization, moratorium or similer laws
affecting enforcement of creditors’ rights generally and except as enforcement thereof is subject
to general principles of equity (regardless of whether enforcement s considered in a proceeding
in equity or at faw), and will be in the form contemplated by, and entitled to the benefits of, the
Indentuve,

(xiv)  Authorization of the Share Pledges, Each of the Share Pledges to which the
Company i3 a party has been duly authorized by the Company and, when duly executed and

delivered by the Company and each of the other parties in accordance with its terms, will
oonstitute a valid and binding agreement of the Company, enforoeable against the Company in
accordance with its terms, oxcept as the, enforcement thereof may be ilmited by applicable
bankruptoy, fraudulent conveyance, insolvency or similar laws affecting the enforcement of
creditors’ rights generally or by equitable principles relating to enforceability, After the
execution and delivery thereof, the Share Pledges to which the Company is a paxty will create in
favor of the Security Trustee, for the benefit of the holders of the Seouritles and the other
ereditors secured thereunder, a valid and enforceable perfected first priority seourity interest in
the relevant Collateral (subject to the completion of the recordings, notations and filings in New
York, Hong Kong, Ontario, the British Virgin Islands, the Cayman Islands and Barbados, as set
forth on Schedule F hereto), to be shared on a pari passu basls with certain other secured
oreditors under the Intercreditor Agreement,

{xv)}  Creation, Epforceability and Perfection of Security Interests. The Company

under each Share Pledge to which it is a parly beneficially owns the relevant Collateral covered
by such Share Pledge, fiee and clear of any seourity interest, mortgage, pledge, lien, encumbrance
or clalm. All filings and other actions necessary or desirable to perfect and protect the security
interest in such Collateral to be oreated (or purported to be created) under such Share Pledges
have been or will be, at or prior to the Closing Date, duly made or taken and are or will be, at or
prior to the Closing Date, in full force and effeot (other than the completion of the recordings,
notations and filings in New York, Hong Kong, Ontario, the British Virgin Islands, the Cayman
Islands and Barbados, as set forth on Schedule F hereto).
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(xvi) Descriptions of Transaction Documents, The description of the Notes, the

Subsidiary Guarantees, the Indenture and the Seourity Documents contained in the Disclusure
Package and the Final Offering Memorandum are acourats in all matevial respsots,

(xvii) Absence of Violations. Defaults Conflicts. EBxcept as disclosed in the
Disclosure Package and the Final Offering Memorandum, nelther the Company nor any of its
Subsidiaries is, or with the giving of notice or lapse of time or both would be, (A) in violation of
any provision of laws, statutes, rule or regulation or its charter, articles of continuance, by-laws,
business license, business permit or other constitutional documents, or any judgment, order, writ
or decree of any government, government instrumentality or cowrt, domestic or foreign, having
jurisdiotion over the.Company. or any of its Subsidiaries or.any. of.theiv assets, properties or
operations or (B) in default in the performance or observance of any obligation, agreement,
covenant or condition contained in any coniract, indeniure, mortgage, deed of trust, loan or credit
agreement, note, lease or ofher agreement or instrument to which the Company or any of its
Subsidiaries is a party or by which any of them may be bound, or to which any of the property or
asgets of the Company or any of its Subsidiaries is subject (collectively, “Agreements and
Instruments™) except, in each case, for such viplations or defaults that would not result in a
Material Adverse Effect; and the execution, delivery and performance of the Transaction
Documents and any other agreement or instrument entered into or issued or to be entered into or
1ssned by the Company in connection with the transactions contemplated hereby or thereby or in
the Disclosure Package and the Final Offering Memorandum and the consummation of the
transactions contemplated herein and in the Disclosure Package and the Finel Offering
Memorandum (Ineluding the issuance and sale of the Securities and the use of the proceeds from
the sale of the Securities as described in the Disclosure Package and the Final Offering
Memorandum under the caption “Use of Proceeds™) and compliance by the Company with its
obligations hereunder or thereunder have been duly authorized by all necessaxy corporate action
and do not and will not, whether with or without the giving of notice or passage of time or both,
conflict with or constitute a breach of, or default or Repayment Event (as deftned below) under,
or result in the ereation or imposition of any lien, charge or sncumbrance upon any property or
assets of the Company or any of its Subsidiares pursuant to, the Agresments and Instruments, nor
will such action result in any violation of the provisions of the charter, articles of continuance, by-
laws, business license, business permit or other constitutional documents of the Company or any
of its Subsidiaries or any applicable law, statute, rule, regulation, judgment, order, writ or decree
of any government, government instrumentality or court, domestic or foreign, having juvisdiction
over the Company or any of its Subsidiaries or any of their assets, properties or operations, As
used hersin, a8 “Repayment Event” means any event or condition which glves the holder of any
note, debenture or other evidence of indebtedness (or any person acting on such holdet’s behalf)
the right to require the repurchase, redemption or repayment of all or a portlon of such
indebtedness by the Company or any of its Subsidiaries.

(xviii) Absence of Labor Dispute. No labor dispute with the employees of the Company
or any of its Subsidiaries exists or, to the best knowledge of the Company, is imminent, and the
Company is not aware of any exlsting or imminent labour disturbance by the employees of any of
its or any of its Subsidiaries’ principal suppliers, manufacturers, customers or contractors, which,
in either case, would result in any Material Adverse Effect,

{(xix) Absence of Proceedings. There is no action, suit or proceeding before or by the
Comuission or any other federal, state, local or foreign governmental or regulatory authoritles or
any court, including without limitation, the Ontario Securities Comunission {each an “Other
Agency” and collectively, the “Other Agencies™), which has been served upon the Company or
any of its Subsidiaries that is now pending or, to the best knowledge of the Company, threatened,
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. against or affecting the Company or any of its Subsidiaries which might result in a Matetial
Adverse Bffect, or which might materially and adversely affect the consummation of the
transactions contemplated by this Agreement or the performance by the Company or any
Subsidiary Guarantor of its obligations hereunder. The aggregate of all pending legal or
governmental proceedings to which the Company or any of its Subsidiaries is a party or of which
any of their respective property or assets is the subject which are not deseribed in the Disclosure
Package and the Final Offering Memorandum, including ordinary routine litigation incidental to
the business, could not reasonably be expedted to result in & Material Adverse Effeot,

(xx)  Absence of Manipulation. Neither the Company nor to fts knowledge any
affiliate, as such terin is defined in Rule 501(b) under the 1933 Act ("Affiliate”), of the Company
has taken, nor will the Company or any Affiliate of the Company take, directly ot indiveotly, any
action which is designed to or which has constifuted or which would be expeoted to cause or
result in stabilization or manipulation of the price of any security of the Company to facilitate the
sale or resale of the Securities,

(xxf) Absence of Further Requirements, No filing with, or authorization, approval,

consent, license, order, registration, qualification or deoree of, any cowrt or governmental
authority or agency is necessary or required for the performance by the Company of ifs
oblipations hereunder, in comnectlon with the offering, issuance or sale of the Securities
hereunder or the consummation of the wransactions contemplated by the Transaction Documents
ox for the due execution, delivery or performance of the Transaction Documents by the Company,
except such as have been already obtained, except for the approval in-principle of the SGX-ST
for the ligting of the Notes on the SGX-8T for a listing of up to US5600,000,000 and, if Securities
are sold by any Initial Purghager to residents of Capada, the delivery of the Final Offering
Memorandum and the filing of a Form 45-106F1 with the applicable Canadian securities
regulatory authorities.

(xxil) Possession of Infellectual Property, The Company and its Subsidiaries own or

possess or can acquire on reasonable terms sufficient trademarks, trade mames, patent rights,
copyrights, licenses, approvals, trade secrets and other similar rvights (collectively, the
“Intellectual Property Rights™) reasonably necessary to conduct their businesses as now
conducted; neither the Company nor any of its Subsidiaries has received any notice of or is
otherwise aware of infringement or conflict with asserted Intellectual Property Rights of others,

(xxiil) Possession of Licenses and Permits. Each of the Company and its Subsidiarics

has obtained all consents, author{zations, approvals, orders, certificates and permits of and from,
and has made all declarations and filings with, all relevant national, local or other governmental
authorities and all relevant courts and other tribunals (“Governmental Authorizations™) which
are required for the Company or any of its Subsidiarles to own, lease, license and use its
properties and assets and to conduet its business in the manner described in, and contemplated by,
the Disolosure Package and the Final Offering Memorandum, except for Government
Authorizations the failure of which to obtain would not, singly or in the aggregate, result in a
Material Adverse Effeot; all such Governmental Authorizations are in full force and effect; none
of the Company and its Subsidiaries is in violation of, or default under, such Govemmental
Authorizations except, in each case, for such violations that would not result in a Materfal
Adverse Effect.

(xxiv) Title to Property, Each of the Company and its Subsidiaries has good and

marketable title {o all real property and all personal propeity owned by it, in each case free and
clear of all Hens, encwmnbrances and defects, except such as do not materially affect the value of
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such property and do not interfers with the use made and propoged to be made of such property
by it and except for the mortgages, liens, pledges or other scourity interests relating to the bank
borrowings and other indebtedness by the Company disclosed in the Disclosure Package and the
Final Offering Memoranduin; and any real property and buildiogs held under lease by the
Company and its Subsidiaries are held by them under valid, subsisting and enforceable leases
with such exceptions as are not material and do not interfere with the use made and proposed to
be made of such property and buildings by the Company and its Subsidiaries, In each case except
as desoribed in or contemplated in the Disclosure Package and the Final Offeting Memorandum.

With respect to any of the tree plantations owned, leased or otherwise operated by the
-Subsidiaries of the.Company, each. such Subsidiary has obtained.or.is in the process of applying
for the plantation rights certificates, its equivalents or other relevant approvals for its legal titles
to the plantation land use or other relevant plantation or concession rights, as applicable, that are
required or otherwise necessary under the People’s Republic of China (the “PRC™) or Suriname
laws and regulations in order for such Subsidiary to own, lease or operate such plantation and
conduct its wood fiber businesses in the soanner desoribed in, and contemplated by, the
Disclosure Package and the Final Offering Memorandum except for any rights the failure of
which to obtain would not result in a Material Adverse Effect; with respeot to any of the plants,
buildings or other structares owned by any of the Company’s Subsidiaries, such Subsidiary has
valid land use right certificates, building ownership certificates or other relevant title documents,
and the construction, development, ocoupation and use of such plant, bullding or structure
complies in all material respects with all the applicable laws and regulations except such as would
not, singly or in the aggregats, result in a Material Adverse Effsot,

(xxv) [ERC Plantation Business, The relevant PRC Subsjdiaries (as defined herein) have
duly obtained or are in the process of applying for the relevant plantation rights certificates, its
equivalents or other relevant approvals for their legal titles to the plantation land use rights and
the planted tree plantations. The relevant PRC Subsidiaries’ planted plantations under
management were approximately 77,900 hectares as of June 30, 2010,

Each of the Company and its Subsidiaries has the right to conduct business in the PRC in
the manmner ag presently conducted and as described in the Disclosure Package and the Final
Offering Memorandum, and has obtained or are in the process of applying for the relevant
plantation rights certifivates, its equivalents or other relevant approvals for their legal titles to the
right to own the pnrchased tree plantations (as set forth in the Disclosure Package and the Final
Offering Memorandum) and has or will have the right to log, transport, and sell the purchased
tree plantations in accordance with the PRC laws and regulations.

(xxvi) Environmental Laws, The Company and its Subsidiaries (A) are in compliance
with any and all applicable foreign, federal, provinoial, state, territorial, and local Jaws and
regulations relating to the protection of buman health and safety, the environment oy hazardous or
toxic substances or wastes, pollutants, dangerous goods or contaminants (“Environmental
Laws"), (B) have received all permits, licenses or other approvals required of them undef
applioable Environmental Laws to conduot their respective businesses, and (C) are in compliance
with all terms and conditions of any such permit, license or approval, except where such non-
compliance with Huvironmental Laws, failure to receive required permits, licenses or other
approvals or fajlure to comply with the terms and conditions of such pepmits, licenses or
approvals would not, singly or in the aggregate, have a Material Adverse Effect, .

(xxvii) Hazardous Substances, There is not at present on, at or under apy of the real
properties of the Company or any of its Subsidiaries any hazardous substances, toxic substances,

{HK) 02826/ 1 83PURCHASE AGT/Busalypis. PA.doc




201

wastes, pollutants, dangerous goods or contaminants (“Hazardous Substance®) and thers has not
been the discharge, deposit, leak, emission, spill or other release of any Hazgrdous Substatce on,
at, under or from any real property of the Company or any of lts Subsidiarvies (including relating
to the collection, removal and disposal of wastes), which has resulted in or may result in any
material cost, damage or other Hability, including the diminution in value of any property, or may
have a Material Adverse Effeot,

{xxviii) Enyiy tal lities, There are no costs or liabilities associated with
Bavironmental Laws (including, without limitation, any capital or operating expenditures
required for clean-up, closure of properties or compliance with Environmental Laws or any
permit, lcense or approval, any related constraints on operating actlvities and any potential
liabilities to third parties) which would, singly or in the aggregate, have a Material Adverse
Effect,

{xxix) Disclosure of Legal Matters, The statements et forth in the Disclosure Package
and the Final Offering Memorandum (A) under the sections headed “Description of the Notes”,
insofar as they purport to constitute a swmmary of the terms of the Notes and the Subsidiary
Cruarantees are acourate and fuir in all material respects; and (B) under the osptions “Risk
Factors”, “Certain Financial Information”, “Business”, “PRC Forestry Industry Overview”,
“Government Regulation”, “Description of Other Indebtedness”, “Related Party Trausactions”,
“Taxation”, and “Plan of Distribution”, insofar as they purport o desoribe the provisions of the
laws and documents referced to therein, constitute a fair and accurate sumwmary of such laws and
documents.

(xxx) Materia] Confracts, Bach of (A) the documents listed under “Material Confracts”
in the Company’s annual informetion form dated March 31, 2010, (B) the master agreements or
other contracts entered into by the Subsidiaries of the Company relating to the purchase of the
rights to the trees on particular plantation land with or withont a preemptive right to lease such
plantation land, (C) the long-term leese agreements entered into by any of the Company's
Subsidiaries for tree plantations as disclosed In the Disclosure Package and the Final Offering
Memorandum, (D) the share purchase or other investment agreements entered into by the
Company and any of its Subsidiaries, and (E) any other contracts or arrangerments between any of
either the Company or the Company's Subsidiaries and an authorzed intermediary regarding the
sales of standing timber, has been duly authorized, executed und delivered by the Company or the
relevant Subsidisries of the Company, as the oase may be, constitutes & valid and binding
agreement of each of the parties thereto, Is In full foree and effeot and is enforceable in
accordance with its temms, subjeot to bankruptay, insolvency, fraudulent transfer, reorganization,
moratorfum and similar laws affecting creditors’ rights generally and subject to the qualification
that equitable remedies may be granted in the disoretion of & covrt of competent jurisdiction. The
Company has no knowledge of the invalidity of or grounds for rescission, avoidance or
repudiation of any such material contract and none of the Company or its Subsidiaries hes
received notice of any inteptlon to terminate any such confrsot or agreement or repudiate or
disclaim any such transaction. All desoriptions of material contracts or documents in the
Disclosure Package and the Final Offering Memorandum, to the extent such descriptions purport
to desoribe or summerize such contracts or documents, are frue and accurste in all material
respects, fairly summarize the contents of such contracts or documents and do not omit any
material Information which affects the import of such descriptions, To the best knowledge of the
Company, there are no contraots or decuments that would be required to be described io the
Digclosure Package and Final Offering Memorandum under the United States Securities laws if
such laws and rules were applicable with respect to the Disclosure Package and Final Offering
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Memorandum, or that would be required to be described under any applicable laws that have not
been so described.

(xxxi} Accounting Controls, The Company and each of its Subsidiaries maintains a
system of internal controls sufficient to provide ressonable assurances that (A) transactions are
executed in accordance with management’s general or specific authorization; (B) transactions are
recorded as necessary to permit the financial statements to be fairly presented in accordance with
Canadian GAAP and to meintain accountability for assets; (C) access to lts assets is permitted
only in accordance with management's general or specific authorization; (D) the recorded
accountability for assets i3 compared with existing assets at reasonable intervals and appropriste
action is.taken with respect to differences; (E) the Company and each of its Subsidiaries have
made and kept books, records and accounts, which in reasonable details, accurately and fairly
reflect in all material respects the {ransactions and dispositions of assets of such entity; (F)
matexial information relating to the Company and its Subsidiaries is made known to those within
the Company responsible for the preparation of the financlal statements during the period in
which the financial statements have been prepared and that such materfal information is disclosed
to the public within the time perfods required by applicable law, including Canadian securities
laws. The Company has established procedures which provide a reasonable basis for its board of
directors to make proper judgment as to the financial position and prospects of the Company and
its Subsidiaries, taken as one enterprise, Since the end of the Company’s most recent audited
fiscal year, there has been (x) no material weakness in the Company’s internal control over
financial reporting (whether or not remediated), except as set forth in the Disclosure Package and
the Final Offering Memorandum, and (¥) no change in the Company’s internal control over
financial reporting that has materlally affected, or is reasonably likely to materially affect, the
Company's internal control over financial reporting; and all significant deficiencies and material
weaknesses in the design or operation of such internal controls that could adversely affect the
Company's ability to disclose to the public information required to be disclosed by it in
accordance with applicable law, including Canadian securities laws, and all fraud, whether or not
material, that invelves management or employees that have a significant vole in the Company’s
internal controls have been disclosed to the audit commiitee of the Company’s board of directors,
The Company has not publicly disclosed or reported to the andit committee or the board, end
within the next 90 days the Company does not reasonably expeet to publicly disclose or report to
the audit commitiee or the board, a significent deficiency, material weakness, change in internal
controls or fraud involving management or other employees who have a significant role in
internat controls (each, an “Internal Control Event™), any violation of, or failure to comply with,
relevant the securities laws, or any matter which, if determined adversely, would have a Material
Adverse Effect,

Except as yet forth in the Disclosure Package and the Final Offering Memorandum, the
audit committes is not reviewing or investigating, and the Company’s independent auditors have
not recommended that the audit committee review or investigate, (a) adding to, deleting, changing
the application of, or changing the Company’s disclosure with respect to, any of the Company’s
material accounting policies; (b) any matter which could result in a restatement of the Company’s
financial statements for any annual or interim period during the curvent or prior three fiscal years;
or{c) any Internal Control Event.

(xxxii) Accounting Policies, Liguidity and Capital Resources, The section entitled

“Certain Financial Infonmation-~Critical Accounting Estimates” in the Disclosure Package and
the Final Offering Memorandum accurately and fairly describes in all material respects (A)
accounting policies which the Company believes are the most important in the portrayal of the
financial condition and results of operalions for the Company and its consolidated Subsidiaries
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and which require management’s most diffioult, subjective or complex judgments (“eritical
accounting policies”); and (B) judgments and wnoertainties affecting the application of critical
accounting policies, The section entitled “Certain Finanoial Information —Liquidity and Capital
Resources” in the Disclosure Package and the Final Offering Memorandum acourately and faicly
describes in all material respects (x) all material trends, demands, commitments, events,
unoertainties and risks, and the potential effects thercof, that the Company believes would
materially affect jts liquidity and are reasonably likely to occur; and (y) all off-balance sheet
arrangements, if any, that have or are reasonably likely to have a current or future effect on the
financial condition, changes In financial condition, revenues or expenses, results of operations,
liquidity, capital expenditures or capital resourees of the Company and the Subsidiaries taken as a
whole. Except as disolosed in the Disclosure Packagoe and the Final Offering Memotandum, there
are 1o outstanding guarantecs or other contingent obligations of the Company or any Subsidiary
that could reasonably be expected to have a Material Adverse Effeot.

(xxxilf) Ingurance. The Company and its Subsidiaries carry or arg entitled to the benefits
of insurance, with to the best knowledge of the Company, financially sovnd and reputable
insurers, in such amounts and covering such risks as is generally maintained by companies of
established reputo engaged in the same or similar business, and all sych insurance is in full fores
and effect, The Company has no reason fo believe that it or any of its Subsidiaries will not be able
(A) to renew ity existing insurance coverage as and when such policies expire or (B} to obtain
comparable coverage from similar Institutions as may be necessary or appropriate to conduet its
business as now conducted and at a cost that would not result in a Material Adverse Effect,

(xxxiv) Statistical and Market-Related Data, Any statistical and market-related data

included in the Disclosure Package and the Final Offering Memorandum are based on or derived
from sources that the Company believes to be rellable and aceurats, and, to the extent required or
otherwise necessary, the Company lias obtained the written consent or other consent in requisite
farm to the use of such data from such sources,

(xxxv) Investment Company Agt. The Company is not required, and after giving effeot
to the issuance and sale of the offered Securities and the application of the net proceeds thereftom
as described in the Disclosurs Packape and the Final Offering Memorandem under “Use of
Proceeds,” will not be required, to register as an “investment company” under the Investment
Company Act of 1940, as amended (the “1940 Act”).

(xxxvi) Similar Offerings. Neither the Company nor any of its Affillates has, divectly or
indirectly, solicited any offer to buy, sold or offered to seli or otherwise negotiated in respsct of,
or will solicit any offer to buy, sell or offer to sell or otherwise negotiate in respect of, in the
United States or to any United States citizen or resident, any security which is or would be
integrated with the sale of the Securities in a manner that would require the offered Securities to
be registered under the 1933 Act.

(xxxvii)Rule 1444 Eligibillty. The Secwities are eligible for resale pursuant to Rule
144A and will not be, at the Closing Time, of the same class ag seourities listed on a national
securities exchange registered under Section ¢ of the 1934 Act, or quoted in a U.S. automated
interdealer quotation system.

(exxviii) No General Solicitation. None of the Company, its Affiliates or any person
acting on its or any of their behalf (other than the Initlal Purchasers, as to whom the Company
makes no representation) has engaged or will engage, in connection with the offering of the
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offered Seourlties, in any form of general solicitation or general advertising within the meaning of
Rule 502(c) under the 1933 Act,

(xxxix) No Registration Required. Subject to compliance by the Initial Purchasers with
the representations and werranties of tie Initial Purchasers and the prooedures set forth in Seotion
6 hereof, it is not necessary in connection with the offer, sale and delivery of the offered
Securities to the Initial Purchasers and to each Subsequent Purchaser in the mamner contemplated
by this Agreement and the Offering Memorandum 1o register the Securities under the 1933 Act or
to qualify the Indenture under the Trust Indenture Act of 1939, as amended (the “1939 Act™),

ceemienn(XD.. . No Directed. Selling Efforts, With respect to those offered Securities sold in
reliance on Regulation 8, (A) none of the Company, its Affiliates or any person acting on its or
their behalf (other than the Initinl Purchasers, as to whom the Company makes no representation)
has engaged or will engage in any directed selling efforts within the meaning of Regulation S and
(B) each of the Company and its Affiliates and any person acting on its or their behalf (other than
the Initlal Purchasers, as to whom the Company makes no representation) hag complied and will
comply with any applicable offering restrictions requirement of Regulation 8,

(xl)  Foreign Issuer, The Company is a “forelgn issver” within the meaning of Rule
902 under the 1993 Act. .

(xlii} No_Finders, Other than pursuant to this Agreement, there are no contracis,
agreements or understandings betwesn the Company or any of its Subsidiaries and any person
that would give rise to a valld claim sgainst the Company, any of its Subsidiaries or the Initial
Purchasers for a brokerage conunission, finder’s fee or other like payment in connection with the
issuance and sale of the Securities,

(xUit) No Stop Order, No stop order, restraining order or denial of an application for
approval has been issued and no investigation, prooeeding or litigation has been commenced or,
to the best knowledge of the Company, contemplated before the Commission or any Other
Agency with respect to the offer, issuance, sale, delivery or resale of the Securities, the
consumimation of the other transactions contemplated by this Agreement, the Transaction
Documents or the Disclosure Package and the Final Offering Memorandum,

(xliv) Anti-Corruption Practices, The Company and its Subsidiaries have not, and to the
best knowledge of the Company, no director, officer, agent, employes, affillate or other person
acting on behalf of the Company or any of its Subsidiaries has, taken any action, directly or
indirvectly, that would result in a violation by such persons of the anti-corruption legislation of
Capgda, the PRC, Hong Kong or any other jurisdiction, or the rules and regulations thereunder,
and all related or similar rules, regulations or guidelines issued, administered or enforced by any
governmental agency thereof, including, without limitation, (A) making an offer, payment or
promise to pay or (B) authorizing the payment of any money, other property, gift, promise to
glve, or the giving of anything of value to any official, employes or agent of any govermmental
agency, auwthority or instrumentality in Canads, the PRC, Hong Kong or any other jurisdiction
where oither the payment, gift or promise or the purpose of such contribution, payment, gift or
promise was, is or would be prohibited under applicable law, rule or regulation of Canada, the
PRC, Hong Kong or any other relevant jurisdiction or to any political party or official thereof or
any candidate for political office, where either the payment, gift or promise or the purpose of such
cofitribution, payment, gift or promise was, is or would be prohibited wnder applicable law, rule
or regulation of Canada, the PRC, Hong Kong or any other relovant jurisdiction, except such as
would not, individually or in the aggregate, have any Material Adverse Effect.
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(xlv)  Anti-Money Laundering, Fach of the Company, its Subsidiaries, its affiliates
and, 'to the best knowledge of the Company, any of their respective officers, divectors,
supervisors, managers, agents, or employees has not violated, its participation in the offering will
not violate, and it has instituted and maintaing policies and procedures designed to ensure
continued compliance each of the following laws: (A) anti-money laundering laws, including but
not fimited to, applicable federal, state, international, forelgn or other laws, regulations or
government guidance regerding anti-money laundering, including, without limitation, Title 18
U.8. Code section 1956 and 1957, the Patriof Act, the Bank Secrecy Act, aud international anti-
money laundering principals or procedures by an intergovernmental group or organization, such
ag the Financial Action Task Force on Money Laundering, of which the United States is a
member and with which designation the United States representative to the group or organization
continues to concur, all as amended, and any Bxeoutive order, directive, or regulation pursuant to
the authority of any of the foregoing, or any orders or licenses issued thereunder or (B) laws and
regulations impesing U.8, economic sanctions measures, including, but not limited to, the
International Emevrgency Bconomic Powers Act, the Trading with the Enemy Act, the United
Nations Participation Act, and the Syria Accountability and Lebanese Sovereignty Act, all as
amended, and any Executive Order, directive, or regulation putsuant to the authority of any of the
foregoing, including the regulations of the United States Treasury Department set forth under 31
CFR, Subtitle B, Chapter V, as amended, or any orders or licenses issued thercunder,

(xlv) QFAC, Neither the Company or any of its Subsidiaries nor, to the best
knowledge of the Company, any director, officer, agent, employee, affiliaie or person acting on
behalf of the Company or any of its Subsidiaries is cwTently subject to any sanctions
administered by (A) the Office of Forelgn Assets Control of the U.S, Treasury Departinent
("OFAC™) (including but not limited to the designation as a "speolally designated national or
blocked person" thereunder) in the U.8,, (B) Her Majesty’s Treasury in the United Kingdom or
(C) any other relevant authority in the Buropean Union; and the Company will not directly or
indirectly use the prooeeds of the offering, or lend, contribute or otherwise make available such
proceeds fo any Subsidiavy, joint venture pariner or other person or entlty, for the purpose of
financing the activities of any person ourrently subject to any sanctions administered by (1)
ORAC (including but not limited to the designation a8 a "specially designated national or blocked
person” thereunder) in the U.S., (2) Her Mafesty’s Treasury in the United Kingdom or (3) any
other relevant authority in the European Union.

(xlviiy Related Party Transactions, The statements set forth in the Disclosure Package
and the Final Offoring Memorandum under the captions “Related Party Transactions” and
“Certain Financial Information — Related Party Transactions” are true and accurate in all
material respects and there are no other facts known or which could on reasonable enquiry have
been known to the Company, the omission of which would make sny such statements misieading
in any material respect, Except as disclosed in the Disclosure Package and the Final Offering
Memorandum, no material indebtedness (actual or contingent) and no material contract or
ayrangement is outstanding between the Company or any of {13 Subsidiaries and any director or
executive officer of the Company or any of ifs Subsidiaries or any person connected with such
director or executive officer (Including hisfher spouse ot children, or any company or undertaking
in which he/she hold$ a confrolling interest), There are no material relationships or transactions
between. the Company or any of its Subsidiaries on the one hand and its affiliates, officers and
directors or their sharcholders, customers or suppliers on the other hand which are not disclosed
in the Disclosurs Package and the Final Offering Memorandum.

(xlvih) R ing Issuer Status and Listing of Shares, The Company is a reporting issuer
within the meaning of applicable Canadian scourities laws in each of the provinces of Canada,
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and is not in default of any requirement of such securities laws, and has not been noted in default
of any requirement of such securities-laws by any applicable Canadian securities regulatory
authority, except in.each case for such defaulis as would have a Material Adverse Effect, The
outstanding common shares of the Company (the “Common Shares") are listed on the Toronto
Btock Bxchange (“TSX") and the Company is in compliance with all requirements of the TSX.
The Company has taken no action designed to, or likely to have the effect of, (A) delisting the
Common Shares from the TSX nor is the TSX contemplating terminating such lsting, or (B)
ceasing to be a reporting issver in any province, nov has the Company received any notification
from any applicable Canadian securities regulatory awthority seeking to revoke the reporting
issuer status of the Company,

(xlix) Solvency, The Company and each Subsidiary Guaranfor is, and immediately
after the Closing Time and immediately upon consummation of tha transactions contemplated
hereln and in the Offering Memorandum wil] be, Solvent, As used herein, the term "Solvent”
means, with respect to an entity, on a particular date, that on such date (A) the book value of the
assets of such entity is greater than or equal to the total amount of labilities (including contingent
labilities) of such entity, (B) the value of the assets of the entity is greater than. the amount that
will be required to pay the probable liabilities of such entity on its debt as they become absolute
and mature, (C) the entity is able to realize upon its assets and pay its debts and other liabilities
(including contingent obligations) as they mature, and (D) the entity does not have unreasonably
small capital, Bxcept such as would not result in a Material Adverse Effect, no winding up or
liquidation proceedings have been commenced against the Company or any of its Subsidiaries
and no proceedings have been started or, to the best knowledge of the Company, threatened for
the purpose of, and no judgment hes been rendered, declaring the Company or any of its
Subsidiaries bankrupt or in any insolvency proseeding, or for any artangement or cornposition for
the benefit of creditors, or for the appointment of a receiver, frustee, administrator or similar
officer of any of the Company and its Subsidiaries, or any of their respective properties, revenues
or assets,

(Y] Establishment of PRC Subsidiaries. Bach of the Company’s Subsidiaries in the
PRC has been duly established as a wholly foreign owned enterprises (each, a “WFOE” and,
collectively the “WEFOEs™) or a Sino-foreign equity joint venture company (fogether with the
‘WFOEs, the “FIEs”) or a PRC limited company invested by a WFOR (together with the FIEs, the
“PRC Subsidiaries”) in compliance with applicable PRC laws and regulations,

()  Registered Capital of PRC Subsidiaries, BExcept for Sino-Panel (Fujian) Co., Ltd.,
Heilongjiang Jialin Trading Co., Ltd, Sino-Pancl (Guangzhou) Nursery Co., Limited,, Sino-
Global (Guangzhouw) FRoresiry Management Consulting Inc, and Sino-Panel (Hunan)
Deavelopment Co., Lid. whose registered capital shall be subscribed in instalments in accordance
with their respective government approvals and Huanggang Mandra Forestry Limited whose
registered capital will be reduced to even the partinlly paid-in registerad capital afier going
through the relevant governsental approval and registration procedures, the registered capital of
each of the PRC Subsidiaries has been subseribed in full and all government approvals relating to
the subscription thereof have been issued and are in full force and effect; the Company will pay
or cause {0 be paid in full the unpald registered capital of Bino-Panel (Fujian) Co,, Ltd,
Heilongjiang lialin Trading Co., Ltd, Sino-Panel (Guangzhou) Nursery Co,, Limited., Sino-
Global (Guangzhou) Forestry Management Consulting Inc., and Sino-Panel (Hunan)
Development Co., Ltd. in due course in accordance with PRC laws and regulations.
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(i)  Qwnership Structure of PRC Subsidiaries, The ownership structure of the PRC

Subsidiaries as described in the Disclosure Package and the Final Offering Memorandum 5 in
compliance with any applicable laws and regulations In the PRC,

(i)  Asticles of Association of PRC Subsidiaries, The articles of association of each

of the PRC Subsidiaries comply with the requirements of applicable laws of the PRC, and are in
full force and effect.

(liv) vidends by PRC Subsidiaries, Subject to compliance with the requisite
procedures under the PRC laws and regulations, each FIE has full power and authority to effect
dividend payments and remittances thereof outside the PRC in forsign currency free of deduction
or witbholding on account of income taxes and without the need to obtain any consent, approval,
authotlzation, order, registration or qualification of or with any cowrt or governmental or
regulatory agency or body of or In the PRC.

{lv)  Shareholder Loans to PRC Subsidiaries. Bxcept for Sine-Pansl (Fujian) Co., Ltd.,
Heilongjiang Jialin Trading Co., Ltd,, Sino-Panel (Guangzhou) Nursery Co., Limited., Sino-
(Hlobal (Guangzhou) Forestry Management Consulting Inc., and Sino-Panel (Hunan)
Development Co,, L,id. whose registered capital shall be subscribed in instalments in accordance
with their respective government approvals and Huanggang Mandra Forestry Limited whose
registered capltal will be reduced to even the partially paid-in registered capital after going
through the relevant governmental approval and registration procedures, each of the WFORs has
full power and authority to borrow loans from its foreign shareholder (“shaveholder loans") as
contemplated and described In the Disclosure Package and the Final Offering Memorandum.
Bxeept for thoss disclosed in the Disclosure Package and the Final Offering Memorandum, no
other licenses, consents, approvals, authorizations, permits, certificates or orders of or from, or
filings, declavations or qualifications with or to, any governmental body, court, agency or official
in the PRC are required for any FIE to borrow shareholder loans. Bach of the FIEs will be able to
repay such shareholder loans in, and remit to outside the PRC, United Statey dollary, except for
the withholding tex required under the PRC Enterprise Inocome Tax Law, gnacted on March 16,
2007 and effective on January 1, 2008 and its himplementation Rules issued on December 6, 2007
and effective on January 1, 2008, of the PRC and other exceptions, in eaoh case, as disclogsed in
the Disclosure Package and the Final Offering Memorandum, free of deduction or withholding on
account of income taxes and without the need to obtain any consent, approval, authorization,
order, registration or qualification of or with any court or governmental or regulatory agency or
body of or in the PRC,

(vl Foreign Exchange Registration, Bach of the FIBs has obtained all necessary
forelgn exchange registration certificates from the relevant local branches of the State
Administration of Foreign Exochange and has passed foreign exchange annual inspections, except
for those the absence of which would not result in a Material Adverse Effect, No other
governmental registration, authorization or filing with any governmental authority is required In
the PRC in respect of the ownership by the Company of its direct or indirect equity interest in any
PRC Subsidiary, except for those that have already been obtained or those the absence of which
would not result in a Material Adverse Bffect.

(lvii) Probibition on Dividends. No wholly-owned Subsidiary of the Company is
currently prohibited, divectly or indirectly, under any agreement or other instrument to which it is
a party or is subject, from paying any dividends to the Company, from making any otber
distribution on such Subsidiary's capital stock, from repaying to the Company any loans or
advances to such Subsidiary from the Company or from transferring any of such Subsidiary's
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properties or assets to the Company or any other wholly-owned Subsidiary upon the requisite
approval progedures for such transferring, except for Sino-Pauel (Fujian) Co,, Ltd,, Heilongjiang
Jialin Trading Co., Ltd, -Sino-Panel (Guangzhou) Nursery Co., Limited, Sino-Global
{Guangzhou) Forestry Management Consulting Inc., and Sino-Panel (Hunean) Development Co,,
Lid.,, whose registered capital has been partially paid up or has not been paid up and Huanggang
Mandre Forestry Limited whose registered capital will be reduced to even the partially paid-in
registered capital after going thvough the relevant governmental approval and registration
procedures, the dividend payments and remittances for which shall be made in proportion to the
paid-up contribution of its registered capital, and except as otherwise described in the Disclosure
Package and the Final Offerlng Memorandum,

(Iviif) Absence of Off-Balance Sheet Transactions. Bxcept as disclosed in the financial

statements referred 10 in the above Section 1(a)(ii) and in the Disclosure Package and the Final
Offering Memorandum, there are no material off-balance sheet transactions, arrangements,
obligations (including contingent obligations) or other relationships of the Company or any of its
Subsldiaries with unconsolidated entities or other persons that may have a material ourrent or
future effect on the financial condition, change in financial conditfon, results of operations,
liquidity, capital expenditures, capital resources, or significant components of revenues or
expenses of the Company or any of ity Subsidiaries,

(lix)  Absence of Contingent Liabilities, Except as disclosed in the Disclosure Package
and the Final Offering Memorandum, none of the Company or any of its Subsidiaries has any
contingent liabilities, in excess of the liabilities that ave either reflected or reserved against in the
financial statements referred to in the above Section 1(a)(iii), which would result in a Material
Adverse Effect.,

()  Immunity, None of the Company, the Company’s Subsidiaries or any of the
Company’s or its Subsidiaries’ properties, assets or revenues are entitled to any right of immunity
in any jurisdiction on the grounds of soversignty from any legal action, suit or proceedings, from
set-off or counterclaim, from the jurisdiction of any court, from services of process, from
attachment prior to or in aid of execution of judgment, or from other legal process or proceedings
for the giving of any relief or for the anforcement of any judgment,

(Ixf) Tax Returns, Bxcept as disclosed in the Disclosure Package and the Final
Offering Memorandum, the Company and each of its Subsidiaries has, on a timely basis, filed all
necessary tax returns and notices and has paid or made adequate provision for all applicable taxes
of whatever nature for all tax years to the date hereof to the extent such taxes have become dug or
have been alleged to be due in accordance with generally accepted accounting principles of the
jurigdiction in which the relevant entity is incorporated or organized; except as disclosed in the
Disclosure Package and the Final Offering Memorandum, the Company is not aware of any
material tax deficiencles or material interest or penalties acerued or aceruing or alleged to be
acorued or accruing thereon with respect to itself or any of ity Subsidiaries which have not
otherwise been provided for by the Company,

(Ixii) No Tax or Duty, Bxcept as disclosed in the Disclosure Package and the Final
Offering Memorandum, no tax or duty (including any stamp or other issuance or transfer tax or
duty and any tax or duty on capital gains or income (excluding suny tax on capital gains or income
imposed by the United States, any State thereof, or the District of Columbia) , whether chargeable
on a withholding basis or otherwise) is payable by or on behalf of any Initial Purchaser under the
laws of Canade, Hong Kong, the PRC, the British Virgin Islands, Barbados, the Cayman Islands
or the United States, or of any political subdivision, department or agency thereof, in connection
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with (A) the issuance of the Securities, (B) the sale and delivery by the Company of the Secugities
to such Initial Purchaser in the manner contemplated herein, (C) the resale and delivery of the
Securities by such Initial Pufchaser in the manner contemplated in the Disclosure Package and the
Final Offering Memorandum or (D) the consummation of any other transaction contemplated in
this Agreement or the Indenture; provided that (1) such Initial Purchaser 18 a non-resident of
Canada who does not use or hold, and is not deemed to use or hold, the Securities or the Purchase
Agreement in connection with the carrying on of 8 business in Canada in any taxation year; (2) in
the case that the Initial Purchaser carries on an insurance business in Canada and elsewhers, this
Agreement and the Securities are not “designated insurance property” in respect of such Initial
Purchaser; and (3) such Inftial Purchaser does not carry on a frade or business in Hong Kong and
does not purchase or hold the Securities as part of such trade or business carried on in Hong
Kong.

(Ixiil) No Withholding Tax., All interest, principal, premium, If any, and other payments
due under or made on the Seourities may wnder the current laws and regulations of Canada, Hong
Kong, the British Virgln Islands, Barbados, the Cayman Islands and the PRC be paid to the
holders of the Securities, and all interest, principal, premivm or other payment due under or made
on the Seowrities will not be subject to withholdiug or other similar faxes under the laws and
regulations of Canada, Hong Kong, the British Virgin Islands, Barbados the Cayman Jslands or
the PRC and are otherwise free and olear of any other tax, withholding or deduction in Canada,
Hong Kong, the British Virgin Islands, Batbados, the Cayman Islands and the PRC without
necessity of obtaining any consents, approvals, authorizations, orders, registrations, olearances or
qualifications of or with any governmental agency or body having jurisdiction over the Company
or any of its Subsidiaries or any of their respeotive properties in Canada, Hong Kong, the British
Virgin Islands, Barbados, the Cayman Islands or the PRC.

(Ixiv) Validity under the s of Company Jurisdictions. It is not necessary under the
laws of Canada, New York, Hong Kong, the British Virgin Islands, the Cayman Islands,
Batbados (collectively, the “Company Jurisdictions™) or any political subdivision thereof or
authority or agenoy therein in order to enable a Subsequent Purchaser of Notes or an owner of
any interest therein to enforce Its rights under the Notes or to enable any Initial Purchaser to
enforce its rights under any of this Agreement, the Indenture, the Security Doouments or the
Notes that it should, a3 a result solely of its holding of Notes be licensed, qualified, or otherwise
entitled to carry on business in the Company Jurisdictions ox any political subdivision thereof or
authority or agency therein; each of this Agreement, the Indenture, the Security Documents and
the Notes is in proper legal form wnder the laws of the Company Jurisdictions and any political
subdivision thereof or authority or agency therein for the enforcement thereof against the
Company therein; and it is not necessary fo ensure the legality, validity, enforceability or
admissibility in evidence of any of this A greement, the Indenture, the Security Documents or the
Notes in the Company Jurisdictions or any political subdivision thereof or agency therein that any
of them be filed or recorded with any court, authority or agency in any couxt, authority or agency
of the Company Jurisdictions or any political subdivision thereof,

(Ixv)  Effect of Cholge of Law Provision. Under the laws of the Province of Ontarlo,

the cousts of such provinee (an *Ontarie Court”) will recognize and give effect to the choice of
law provisions set forth in Seotion 16 and Section 17 hereof and enforce judgments of any New
York Court (as defined in Section 17) obtained against the Company or any Subsidiary Guarantor
to enforce this Agreement, provided that (A) the partles’ cholce of New York law is bona fide and
legal and there is no reason for avoiding the cholce of law on the grounds of public policy under
the laws of the Frovince of Ontario; and (B) in any such proceeding, and notwithstanding the
parties’ choice of law, the Ontario Court; (1) will not take judicial notics of the provisions of New
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York law but will only apply such provisions if they are pleaded and proven fo its satisfaction by
expert testimony; (2) will apply the laws of the Province of Ontario and the federal laws of
Canada applicable therein {collectively, “Ontarie Law") that under Ontario Law would be
characterized ag procedoral and will not apply any New York law that under Ontario Law would
be characterized as proceduraly (3) will apply provisions of Ontario Law that bave overriding
effect; (4) will not apply any New York law if such application would be characterized under
Ontario Law as a dirgot or indirect enforcement of a foreign revenue, sxpropriatory, penal or
other public law or if its application would be conirary to public policy under Ontario Law; and
(5) will not enforce the peni‘onnance of any obligation that ls illegal under the laws of any
Jurigdiction in which the obhgation is to be performed hereof) Under the laws of the PRC, the
PRC and any judgment obtalned in any New York Court arismg out of or o relation to the
obligations of the Company under thiy Agresment will be recognized in PRC courts subject to the
applicable provisions of the Civil Procedure Law of the PRC relating to the enforoeability of
foreign judgments.

- (xvly Effect of Submission to Jurisdiction Provision, Bach of the Company and the

Subsidiary Guarantors has the power to submit, and purshant to Section 17 of this Agreement and
the terms of the Indenture, has legally, validly, effectively and imrevocably submitted, to the
jurisdiction of any New York State or United States federal court sitting in the Borough of
Manhattan, The City of New York, and has the power to designate, appoint and empower, and
pursuant to Section 17 of this Agresment and the terms of the Indenture, has Iegally, validly and
effectively designated, appomted and empowered an agent for servics of process in any suit or
pxoceeding based on or arising wnder this Agreement, the Indenture or the Securities, as the case
raay be, in any New York Court,

(xvil) SQX-ST, Application to the SGX-ST for the listing of the Notes on the SGX-ST
has been made,

%) Representations and Warranties by the Company and the Subsidlary Guarantors. Bach
Subgidiary Guarantor and the Company joinily and severally represents and warrants 1o each Initial
Purchaser a3 of the date hereof and as of the Closing Thme referred to in Section 2(b) hereof and agrees
with each [nitial Purchaser, with respect to such Subsidisry Guerantor (or Subsidiary Guarantor Pledger,
as the case may be) and its Subsidlary (Guarantee, as follows!

n Incorporation and Good Stending of Subsidiary Guarantor, The Subsidiary

Guarantor has been duly incorporated, amalpamated, formed or continued, as the case may be, is
valldly existing es a corporation in good standing under the laws of the jurisdiction of is
incorporation, amalgamation, formation or continuance, has the corporate power and authority to
own ifs property and to conduct its business as deseribed in the Disclosure Package and the Final
Offering Memorandum and is duly qualified to transact business end s in good standing in each
jurisdiction in which the conduct of its business or its ownership or leasing of property cequires
such qualification, except to the extent that the failure to be so qualified or be in good standing
would not cause a Material Adverse Effeot,

@i Corporate Authority, The Subsidiary Guarantor has corporate right, power and
authority to exccute and deliver this Agresment, the Subsidiary Guerantee, the Security
Documents to which it is a party and the Indenture and fo perform its obligations hereunder and
thereunder; and all action required to be taken by the Subsidiary Guarantor for the dus and proper
authorization, execution and delivery of each of this Agreement, the Subsidiary Guarantee, the
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Security Documents to which it is a party and the Indenture and the consummation of the
transactions contemplated hereby and thereby hag been duly and validly taken,

(iif)  Authorization of Agreement. This Agreemex:xt has been duly authorized, executed
and delivered by the Subsidiary Guarantor,

{iv)  Absence of Violations, Defaults and Conflicts. The Subgidiary Guarantor Is not,
or with the giving of notice or Japse of the tims or both would not be, {(A) In violation of any
provision of law, statute, rule or regulation or its charter, articles of incorporation, by-laws,
business license, business permit or other constitutional doouments or any judgment, order, writ
or decree of any government, government instrumentality or court, domestic or foreign, having
jurisdiction over the Subsidiary Guarantor or any of its Subsidiaries or any of their assets,
properties or operations or (B) in default {n the performance or observance of any obligation,
agreement, covenant or condition contained in any contract, indenture, mortgage, deed of trust,
loan or credit agreement, note, lease or other agresment or instrument t0 which the Subsidiary
Guarantor or any of its Subsidiaries is a party or by which any of them may be bound, or to which
any of the property or assets of the Subsidiary Guarantor or any of its Subsidiaries is subject
(collectively, “Subsidiary Guarantor Agreements and Instriments”) except, in each cage, for
such violations or defaults that would not result in a Material Adverse Bffect; and the execution,
delivery and performance of the Transaction Documents to which it is a party and any other
agreement or instrument entered into or issued or to be entered into or issued by the Subsidiary
Guarantor in connection with the transactions contemplated hereby or thereby or in the
Disclosure Package and the Final Offering Memorandum, the consummetion of the transactions
contemnplated herein and in the Disclosure Package and the Final Offering Memorandum and
compliance by the Subsidiary Guarantor with its obligations hereunder or thereunder have been
duly authorized by all necessery corporate action and do not and will not, whether with or without
the giving of notice or passage of time or both, conflict with or constitute a breach of, or default
or Repayment Event (as defined under Section I(e)(xvif)) under, or result in the creation or
imposition of any lien, charge or emcumbrance upon any property or assets of the Subsidiary
Guarantor or any of fts Subsidiaries pursvant to, the Subsidiary Guarantor Agreements and
Instruments, nor will such action result in any violation of the provisions of the charter, articles of
tscorporation, by-laws, business license, business permit or other constitutional documents of the
Subsidiary Guarantor or any of its Subsidiaries or any applicable law, statute, rule, regulation,
Judgment, order, writ or decree of any government, government instrumentality or court,
domestic or foreign, having jurisdiction over the Subsidiary Guarantor or any of its Subsidiarles
or any of thelr assets, properties or operations,

(v)  Absence of Further Requirements, No filing with, or authorization, approval,
consent, license, order, registration, qualification or decree of, any court or governmental
authority or agency is necessary or required for the performance by the Subsidiary Guarantor of
its obligations hereunder, in connection with the offering, issuance or sale of the Securities
hereunder or the copsummation of the transactions contemplated by the Transaction Documents
or for the due execution, delivery or performance of this Agreement, the Subsidiary Guarantes or
the Indenture by the Subsidiary Guarantor, except such ag have been already obtained.

(vi)  Authorizetion of the Subsidiary Guarantee, The Subsidiaty Guarantee has been

duly authorized and, when executed and delivered, will be a valid and binding obligation of the
Subsidiary Guarantor, enforceable In accordance with its ters, subject to applicable bankruptey,
insolvency and similar laws affecting creditors’ rights generally and equitable principles of
geneval applicability,
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(vil)  Agythorization of the Indenture, The Indenture has besn duly avthorized and,
when executed and delivered by the Subsidiery Guarantor, shall be a valid ‘and binding agresmont
of the Subsidiary Guarantor, enforceable in accordance with its terms, subject t0 applicable
bankruptoy, ingolvency and similar laws affecting creditors’ rights penerally snd equitable
principles of general applicability,

(i) horizatio the Intercraditor Agreement, The Intercreditor Agreement has
been duly authorized by the Subsidiary Guarantor Pledgor and, when executed and delivered by
the Subsidiary Guarantor Pledgor and the other parties thersto, will constitute a valld and binding
agreement of the Subsidiary Guarantor Pledgor, enforcesble against the Subsidiary Guarantor
Fledgor in accordance with its terms, except as the enforoement thersof may be limited by
bankruptey, insolvency (including, without limitation, all laws relating to fraudulent transfers),
reorganization, moratorium or similar laws affecting enforcement of creditors’ rights penerally
and except a8 enforcement thereof is subject to general principles of equity (regardless of whether
enforcement i3 considered in a proceeding in equity or at law),

(ix)  Authorization of the Share Pledges, Each of the Share Pledges to which the
Subsidiary Guarantor Pledgor is a party has been duly authorized by the Subsidiary Guarantor

Pledgor and, when duly executed and delivered by the Subsidiary Guarantor Pledgor and each of
the other parties in accordance with its terms, will constitute 2 valid and binding agresment of the
Subsidiary Guarantor Pledgor, enforceable against the Subsidiary OGuarantor Pledgor In
accordance with lts terms, except as the enforcement thereof may be limited by applicable
bankruptey, fraudulent conveyance, insolvency or similar laws affecting the enforcement of
creditors’ rights generally or by equitable principles relating to enforcesbility. After the
execution and delivexy thereof, the Share Pledges to which such Subsidiary Guarantor Pledgor is
a party will create in faver of the Security Trustes, for the benefit of the holders of the Securities
and the other creditors secured thercunder, a valid and enforceable perfected first priority security
interest in the relevant Collateral (subject to the compietion of the recordings, notations and
filings in New York, Hong Kong, the British Virgin lslands, the Cayman Islands and/or
Barbados, ag the case may be, 8s set forth on Schedule F hereto), to be shared on a parf passy
basis with certain other secured creditors under the Intercreditor Agreement,

(x) Creation ili Perfection of Seourd terests, The Subsidiary
Guarantor Pledgor under each Share Pledge to which it is a party beneficxany owns the relevant
Collateral covered by such Shars Pledge, free and clear of any security interest, mortgage, pledges,
len, encumbrance or claim, All filings end other actions necessary or desirable to perfeot and
protect the seourity interest in such Collateral to be created (or purperted to be created) under
such Share Pledges have been or will be, at or prior to the Closing Date, duly made or taken and
are o will be, at or prior to the Closing Date, in full force and effect (other than the completion of
the recordings, notations and filings In New York, Hong Kong, the Brish Virgin Islands, the
Cayman Islands and/or Barbados, as the case may be, as set forth on Schedule F heteto).

i) alidity under the Laws of auy Jurisdictions, 1t is not necessary under the
laws of the Company Jurisdictions or any political subdivision thereof or authority or agency
therein in order to enable a Subsequent Purchaser of Securitles or an owner of any interest thereln
10 enforce its rights under the Securities or to enable any Initial Purchaser to enforce its rights
under any of this Agreement, the Indenture, the Security Documents or the Securities that it
should, as a result solely of its bolding of Securities be licensed, qualified, or otherwise entitled to
carry on business in the Compeany Jurisdictions or any political subdivision thereof or authority or
agency therein; each of this Agreement, the Indenture, the Security Documents and the Securities
is in proper legal form under the laws of the Coropany Jurlsdlctions and any political subdivision
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thereof or authority or agenoy therein for the enforcement thereof against the Company therein;
and it {3 not necessary to snsure the legality, validity, enforceability or admissibility in evidence
of any of this Agreement, the Indenture, the Security Documents or the Securities jn the
Company Jurisdictions or any political subdivision thercof or agency thevein that any of them be
filed or recorded with eny court, authority or agency in any court, authority or agency of the
Company Jurisdictions or any political subdivision thereof,

(x#)  Investment Company Act, The Subsidiary Guarantor is not, and after giving
effect to the offer and sale of the Securifies and the application of the proceeds thereof as
described in the Disclosure Package and the Final Offering Memorandum will not be, required to
register as an “investment company” as such term is defined in the 1940 Act,

(xiil) Similar Offerings. Neither the Subsidiary Guarantor nor any of its Affiliates has,
directly or indirectly, solicited any offer to buy, sold or offered to sell or otherwise negotiated in
respect of, or will solicit any offer to buy, sell or offer to sell or otherwise negotiate in respect of,
in United States or to any United States citizen or resident, any security which is or would be
integrated with the sale of the Securities in a manner that would require the offered Securities to
be registered under the 1933 Act.

(xiv) No General Solicitation. None of the Subsidiary Guarantor, its Affiliates or any
person acting on its or any of their behalf (other than the Initial Purchasers, as to whom the
Subsidiary Guarantor and the Company make no representation) has engaged or will engage, in
connection with the offering of the offered Securities, in any form of general solicitation or
general advertising within the meaning of Rule 502(c) under the 1933 Act,

(xv) No Directed Selling_Efforts, With respect to those offered Securities sold in
reliance on Regulation 8, (A) none of the Subsidiary Guarantor, its Affiliates or any person acting
on its or their behalf (other than the Initial Purchasers, as to whom the Subsidiary Guarautor and
the Company make no representation) has engaged or will engage in any directed selling efforts
within the meaning of Regulation S and (B} each of the Subsidlary Guarantor and its Affiliates
and any person acting on its or their behalf (other than the Initial Purchasers, as to whom the
Subsidiary Guarantor and the Company make no representation) has complied and will comply
with any applicable offering restrictions requirement of Regulation 5.

{xvl)  Absence of Manjpulation. Neither the Subsidiary Guarantor nor any of its
Affiliates has taken, nor will the Subsidiary Guarantor or any of its Affiliates take, dircctly or
indivectly, any action which is designed to or which has constituted or which would be expected
to cause or result in stabilization or manipulation of the price of any security of the Company to
facilitate the sale or resale of the Securities.

(xvil) Foreign Issyer. The Subsidiary Guarantor is a “foreign issuer” within the
meaning of Rule 902 under the 1993 Act,

’ {c) Offtcer's Certifleates. Any certificate signed by any officer of (i) the Company or any of
it Subsidiaries, or (if) any Subsidiary Guarantor delivered to the Representatives or counsel for the Initial
Purchasers slhall be deemed a representation and warranty by the Company and/or such Subsidiery
Guarantor, as the case may be, to each Inftial Purchaser as to the matters covered thereby.
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Section 2. and Delivery to the Initial Purch : Closing,

(a8 Securities.  On the basls of the representations, warranties and agreements herein
contained and subject to the terms and conditions herein set foith, the Company agrees to sell to each
Initial Purchaser, and each Initial Purchaser, severally and not jointly, agrees to purchase from the
Company, at the price get forth in Schedule B, the agpregate principal amount of Notes set forth in
Schedule A opposite the name of such Initial Purchaser, plus any additional principal amount of Notes
which such Initial Purchaser may become obligated to purchase pursuant to the provisions of Section 11
hereof,

) Payment, Payment of the purchase price for, and delivery of certificates for, the Notes
shall be made at the Hong Xong office of Davis Polk & Wardwell LLP or at such othet place a8 shall be
agresd upon by the Representatives and the Company, at 9:00 AM, (New York City time) on the fifth
Business Day after the date hereof (unless postponed in accordance with the provisions of Section 11)
(the “Clesing Date™), or such other time not later than ten Business Days after such date a3 shall be
agreed upon in writing by the Representatives and the Company (such time and date of payment and
delivery being herein called “Closing Time™), “Business Day” means any day exoept 2 Saturday, a
Sunday or a day on which comrmercial banks in The City of New York or Hong Kong are authorized by
Taw to close or otherwise not open for business,

Payment ghall be made to the Company by wire transfer of immediately available fundsto a
bank account designated by the Company, against delivery to BAML for the respective accounts of the
Initlal Purchasers of certificates for the Notes to be purchased by them, It is understood that each Initisl
Purchaser has authorized BAML, for its account, to accept delivery of, receipt for, and make payment of
the purchase price for, the Notes which it has agreed ¢ purchase. BAML, individually and not as
representative of the Initial Purchasers, may (but shall not be obligated to) make payment of the purchase
price for the Notes to be purchased by any Initlal Purchaser whose funds have not been received by the
Closing Time, but such payment shall not relieve such Initial Purchaser from its obligations hereunder,

{c) Denominations; Registration, Certificates for the Notes shall be in global form and
registered in the name of Cede & Co., a5 nominee of DTC and shall be in such denominations (US$2,600
or integral multiples of US81,000 in excess thereof) as the Representatives may request in writing at least
one full business day before the Closing Time, The global certificates representing the Notes shall be
made available for examination and packaging by the Initial Purchasers in The City of New York not later
than 10;00 AM, on the last business day prior to the Closing Time, Delivery of () one or more global
certificates evidencing Notes sold in offshore transactions in reliance on Regulation 8 of the 1933 Act to
the Trusiee, as custodian for DTC, on behalf of Clearstream Banking 8.A. Luxembourg (“Clearstream'™),
and Euroclear Bank 8.A,/N.V,, as operator of the Buroclear System (“Euroclear™), and (i) one or more
global certificates representing Notes sold in reliance on Rule 144A under the 1933 Act to the Trustee, as
custodian for DTC, shall be made at the Closing Time, for the respective acoounts of the Initial
Purchasers,

Section 3. Caovenants of the Com: the Subsidiary Guarantors, The Company and’
each of the Subsidiary Guarantors covenants with the Initial Purchasers as follows:

(&) Cffering Memorandum, The Company and the Subsidiary Guarantors, as promptly as
possible, will furnish to each Initial Purchaser, without charge, such number of copies of the Offering
Memorandum and any amendments and supplements thereto and doowments incorporated by reference
therein as such Initial Purchaser may reasonably request,
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. @®) Notica and Effect of Material Evenis, The Company and the Subsidiary Guarantors will
immediately notify each Initial Purchaser, and confirm such notice in writing, of () any filing made by
the Company and the Subsidiary Guarantors of information relating to the offering of the Securities with
any securities exchange or any cther regulatory body in the United States or any other jurisdiction, and
(if) prior to the completion of the placement of the offered Securities by the Initial Purchasers, any
material changes in or affecting the condition, financial or otherwise, or the earnings, business affairs or
business prospects of the Company and its Subsidiaries considered as one enterprise which (A) make any
statement In the Disclosure Package, any Offering Memorandum or any Supplemental Offering Material
false or misleading or (B) are not disclosed in the Disclosure Package or the Offering Memorandum, In
such event or if during such time any svent shall ocour as a result of which it is necessary, in the
reasontable opinlon of any of the Company, its counsel, the Initial Purchasers or coungel for the Initial
Purchasers, to amend or supplement the Offering Memorandum I order that the Offering Memorandum
not inclnde any untrue statement of a material fact or omit to state a material fact necessary in order to
make the statements therein not misleading in the light of the circumstances then existing, the Company
will forthwith amend or supplement the Offering Memorandum by preparing and furnishing to each
Initial Purchaser an amendment or amendments of, or a supplement or supplements to, the Offering
Memorandum (in form and substance satisfaotory in the reasonable cpinion of counsel for the Initial
Purchasers) so that, as so amended or supplemented, the Offering Memorandum will not include an
untrue statement of a material fact or omit to state a material fact necessary in order to make the
statements therein, in the light of the circwrmstances existing at the time it is delfvered to a Subsequent
Purchaser, not misleading.

(c) Amendiment and Supplements to the Offering Memorandum; Freparation of Pricing
Supplement; Supplemental Offering Materlals. The Company and the Subsidiary Guarantors will advise
each Initial Purchaser promptly of any proposal to amend or supplement the Offering Memorandum and
will not effect such amendment or supplement without the consent of the Initial Purchasers, Neither the
consent of the Initial Puwrchasers, nor the Initial Purchasers’ delivery of any such amendment or
supplement, shall constitute & waiver of any of the conditions set forth in Section 5 hereof. The Company
will prepare the Pricing Supplement, in form and substance satisfactory to the Representatives, and shall
furnish as soon ag practicable but not later than the Applicable Time to each Initial Purchaser, without
charge, as many copiey of the Pricing Supplemont as such Initial Purchager may reasonably request. The
Company and each of the Subsidiary Guarantors represents and agrees that, unless it obtains the prior
congent of the Representatives, It bas not made and will not make any offer relating to the Securities by
means of any Supplemental Offering Materials, .

(Y] Qualification of Securities for Offer and Sale. The Company and the Subsidiary
Guarantors will use thelr best efforts, in cooperation with the Initial Purchasers, to enable that the
Securities may be offerod and sold on an exempt basis under the applicable securities laws of such states
and other jurisdictions as the Initial Purchasers may designate and to maintain such status in effect ag long
as required for the sale of the Notes; provided, however, that the Company and the Subsidiary Guarantors
shall not be obligated to file any general consent to service of process or to qualify as a foreipn
corporation or as a dealer in securitios business in any jurlsdiction in which it {s not so qualified or to
subject ltself to taxation in respect of doing business in any jurisdiction in which it is not otherwise so
subject,

(e) Use of Proceeds. The Company will use the net procesds received by it from the sale of
the Securities in the manner specified in the Offering Memorandum under *Use of Proceeds.”

€3] Stamp and Transfer Tax Indemnify, The Company and the Subsidiary Guarantors will
indemnify and hold each Initial Purchaser harmless against (i} any documentary, stamp or similar transfer
or issue tax, duties or fess and any transaction levies, commissions or brokerage charges, including any
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interest and penalties, on the issue, sale and delivery to the Initial Purchasers of the Securities in
accordance with the terms of this Agreement, the sale and delivery by the Initial Purchasers of the
Securities to Subsequent Purchasers, and the executlon and delivery of this Agreement and the Indenture
and (if) any velue-added tax payable in connection with the corumissions and other amounts payable or
allowable by the Company, in each case, that are or may be required to be paid under the laws of Canada,
Hong Kong, the PRC, the British Virgin Islands, the Cayman Islands, Barbados, the United States or any
other jurisdietion, or any political subdlvision or taxing authority thereof or therein; provided that (A) the
relevant Initial Purchaser is 8 non-resident of Canada who does not use or hold, and s not deemed to sue
or hold, the Securitiss or the Purchase Agreement in connection with the carrying on of a business in
Canada in any texation year; (B) in the case that an Initial Purchaser carries on an insurance business in
Canada and elsewhers, this Agreement.and the Securities are.not.‘*designated. insurance. property” in
respect of such Initial Purchaser; and {C) such Initial Purchaser does not catry on a trade or business in
Hong Kong and does not purchase or hold the Securities as part of such trade or business carried on in
Hong Kong, The Company and the Subsidiary Guarantors agree that each Initial Purchaser may elect to
deduct from the payments to be made by it to the Company under this Agreement, any amounts required
to be paid by the Company and the Subsidiary Guarantors under this clause,

(g) Restriction on Sale of Securities. During a period of 120 days from the date of the
issuance of the Notes, the Company will not, without the prior written consent of the Representatives,
directly or indirectly, issue, sell, offer or agree to sell, grant any option for the sale of, or otherwise
dispose of, any other debt securities of the Comnpany or securities of the Company that ate convertible
into, or exchangeable for, the Notes or such other debt securities,

() Listing on Securities Fxchange, The Company shall make such filings, registrations or
qualifications and take all other necessary action and will use {is best efforts to obtain such consents,
approvals and authorizations, if any, and satisfy all conditions that the SGX-ST (or its successors) may
impose on the listing of the Notes on the $GX-ST. The Company shall use its reasonable best efforts to
maintain the listing of the Notes on the SGX-ST.

() Clearance and Seitlement Systems. The Company will use its best efforts to permit the
Securities to be eligible for clearance and seftlement through the facilities of DTC, Buroclear Bank or
Clearstream,

G Pyblic Announcement, Prior to the Closing Time, the Company will not issue any press
release or other communication directly or indirectly and hold no press conferences with respect to the
Company or any of its Subsidiaries, the financial condition, results of operations, business properties,
assets or liabilities of the Company or any of its Subsidiaries of the offering of the Securities, without the
prior consultation of the Representatives.

High Conservation Vaiue Forests. The Company will not, and will not permit any
Subsidiary to, (i) use the proceeds of the Notes for any commercial activities (A) in any high conservation
value forests within the meaning of the Forest Stewardship Conneil’s definition of such term (a “High
Conservation Value Forest”) or on any land that was cleared of High Conservation Value Forests within
5 years prior unless such operations are certified by a Forest Stewardship Council-accredited certification
body or have made substantial aud demonstrable progress towards Forest Stewardship Council-accredited
certification of (B) at sites that are otherwise protected by applicable law against such activities, or (i)
engage in ilegal logging, uncontrolled and/or illegal use of fire, or violations of local laws.
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Section 4. Payment of Bxpenses,

() Expenses, Whether or not the transactions oonteruplated in this Agreement are
consummated or this Agreement ls terminated, the Company will pay all expenses incident to the
performance of its obligations under this Agreement, including (i) the preparation, printing, delivery to
the Initial Purchasers and any filing of any preliminary offering memorandum, the Disclosure Package
and the Final Offering Memorandum (lncluding financial statements and any schedules or exhibits and
any document incorporated therein by reference) and of each amendment or supplement thersto or of any
Supplemental Offering Material, (ii) the preparation, printing and delivery to the Initial Purchasers of thig
Agresment, any Agreement among Initial Purchasers, the Indenture and such other documents as may be
required in connection with the offering, purchase, sale, lssuance or delivery of the Securities, (iii) the
preparation, issuance and delivery of the certificates for the Notes to the Initial Purchasers, including any
transfer taxes, any stamp or other duties payable upon the sale, Issuance and delivery of the Seourities to
the Initial Purchasers and any charges of DTC or other applicable clearing system in connection
therewith, (iv) the fees and disbwsements of the Company’s and any Subsidiary Guarantor’s counsel,
aocountants, POyry Forest Industry Ltd, and other advisors, (v) all reasonable out-of-pocket expenses
incurred- by the Initial Purchasers in connection with this offeting, which shall include travel costs,
dooument production and other customary expenses for this type of transaction, including the fees and
disbursements of the Initial Purchasers’ legal counsel, (vi) the qualification of the Notes tinder securities
laws jn accordance with the provisions of Section 3(d) hereof, including filing fees and the ressonabls
fees and disbursements of counse! for the Initial Purchasers in connection therswith and in connection
with the preparation of the Blue Sky Survey, any supplement thereto, (vil) the fees and expenses of the
Trustee and any paying agent, transfer agent, registrar ‘or depositary and any security agent, including the
fees and disbursements of counsel for the Trustes, in connection with the issuance of the Securities and
other trangzetions contemplated under the Indenture and the Securities, (vili) the costs and expenses of the
Company relating to Investor presentations on any “road show” undertaken in connection with the
marketing of the Securities including, without limitation, expenses associated with the production of road
show slides and graphics, fees and expenses of any consultants engaged in conneotion with the road show
preseniations, travel and lodging expenses of the representatives and officers of the Company and eny
such consultants, and the cost of aircraft and other transpertation chartered In connection with the road
show, (ix) all the fees, expenses and other costs incurred in connection with the application for the listing
of the Notes on the SGX-ST, (x) the fees and expenses incuwmed in connection with the appeintment of
any agent for service of process under this Agreement, the Indenture and other agresiments conternplated
herein or therein, (x1) all costs and expenses related to the prepsration, filing and distribution of any
anpouncements relatad to the offering of the Notes, (xii) any fees payable in connection with the rating of
the Securities, and (xiii) all other costs and expenses incident to the performance of the obligations of the
Company and the Subsidiary Guarantors.

(b) Reimbursement. Without prejudice to subsection (c) below, the Company undertakes,
forthwith after a request by an Initial Purchaser, to relmburse such Initial Purchaser the amount of any
costs, charges, commlssions, fees and expenses (ncluding emounts in respect of VAT (or other similar
tax) properly chargeable thereon) payable by the Company under the other subsections of this Section 4
which such Initial Purchaser may have properly pald or reasonably incurred,

© Deducrion from Proceeds, Bach Initial Purohaser may elect to deduct an amount equal to
(i) the commissions payable by the Company; and (ii) any such costs, charges, fees, and expenses
(inoluding amounts in respect of VAT (or other similar tax) chatgeable thereon), which the Company has
agreed to pay, indemnify or hold such Initial Purchaser harmless against, or which fhiled to be reimbursed
by the Company, under or pursuant fo this Agreement, from any payments to be made by such Initial
Purohaser to the Company wnder Section 2 hereof,
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(d)  Relmbursement Obligation Survives, Reimbursement by the Company mder subsections
(2) and (b) above shall be mads subject to the terms of these subsections, in any event lrrespective of
whether or not the offering of the offered Securities is completed,

(e) Payments Free of Taxes. All sums payable to the Initial Purchasers by the Company or
the Subsidiary Guarantors under this Agreement shall be paid without set-off or counterclaim, and free
and clear of and withont deduction or withholding for or on account of any present or future taxes, levies,
Imposts, duties, fees, assessments or other chargss of whatever natwre imposed by Canada, the British
Virgin Islands, the Cayman Islands, Barbados, the United States, the PRC and Hong Kong, or by any
department, agency ot other political subdivision or texing authority thereof, and all interest, penalties or
gimiler Jiabilities with respect thereto. Ifany such taxes are required by law to be déducted or withheld in
connection with such payments, the Company or the Subsidiary Guarantors, as the case may be, will
increase the amount to be paid so that the full amount due is recetved.

o Termination of Agreement. If this Agresment is terminated by the Representatives in
accordanoe with the provisions of Section 5 or Section 10(a)(f) hereof, the Company and the Subsidiary
QGuatantors shall reimbuyse the Initial Purchasers for all of their out-of-pocket expenses, including the
reasonable fees and disbursements of counsel for the Initial Purchagers. The Company and the Subsidiary
Guarantors shall not be responsible for reimbursing any defaulting Initial Purchaser ag described in
Section 11 hereof.

Section 5, Conditions of Initia] Purchasers’ Obligations. The obligations of the Initial
Purchagers hereunder are subject to the accuracy of the representations and warrantles of the Company
and the Subsidiary Guarantors contained in Section 1 hereof as of the date hereof and as of the Closing
Time, except for such representations and warranties thet speak to a specific time, in which case the
representation and warranty shall be accurate as of such specified time, or in certificates of any officer of
the Company or any of its Subsidiaries delivered pursuant to the provisions hereof, to the performance by
the Company and each of the Subsidiary Guarantors of its covenants and other obligetions hereunder, and
to the following further conditions:

(2) Opinions of Counsel for Company and Subsidiary Guarantors. At the Closing Time, the
Representatives shall have received (i) the favorable opinions, dated as of the Closing Time, of (A) Aird
& Bexlis LLP, counse! for the Company as to Canadian law, to the effect set forth in Exhibit A-1 hersto,
(B) Linklaters, counsel for the Company and certain Subsidiary Guarantors as to United States, Hong
Kong @nd English law, to the cffect set forth in Exhibit A-2 hereto, (C) Appleby, counsel for the
Company and cettaln Subsidiary Guarantors as fo the laws of the British Virgin Islands and Caymen
Islands, to the effect set forth in Exhibit A-3 hereof, in each cass, in form and substance satisfactory to the
Representatives and (D) Chencery Chambers, counsel for the Comparny and certein Subsidiary Guarentors
as to the laws of Barbados, to the sffect as set forth in Exhibit A-4 hereof; and (ii) a signed copy of the
opinion, dated as of the Closing Time, of Jingtian & Gongcheny, counsel for the Company as to PRC law,
in form and substance satisfactory to the Representatives and to the effect set forth in Bxhibit A-5 hereto,
and such opinion shall be addressed to the Company for its sole reliance and expressly consent to the
Company’s delivering a copy of such opinion fo the Representatives at the Closing Time, Such counsel
may also state that, insofar as such opinion involves factual matters, they have relied, to the extent they
deem proper, upon the acouracy and truthfulness of the representations of the Compsany or the Subsidiary
Quarantors In Section 1| hereof or certificates of officers of the Company and its Subsidiaries and
certificates of public officials.

)] Opinion of Counsel for Initlal Purchasers. At the Closing Time, the Represenmtatives
shall have recejved the favorable opinions, dated as of the Closing Time, of (i) Davis Polk & Wardwell
LLP, coungel for the Initial Purchasers as to United States law, to the effect set forth in Exhibit A-6
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hereto, (i) Commerce & Finance Law Offices, counsel for the Initial Purchasers as to PRC law, to the
offeot set forth in Bxhibit A«7 hereto and (lif) Stikeman Blliot LLP, counsel for the Initial Purchasers as to
Canadian tax law. Such counsel may also state that, insofar as such opinion involves factual matters, they
have relied, to the extent they deem proper, upon certificates of officers of the Company and its
Subsidiaries, upon the accuracy and truthfulness of the representations of the Company or the Subsidiary
Guarantors in Section 1 hereof or officers’ certificates delivered by or on behalf of the Company or the
Subsidiary Guarantors and certificates of publio officials,

(c) Qfficers” Certificate. At the Closing Time, there shall not bave been, since the date
hereof or since the respective dates as of which information is given in the Disclogure Package and the
Final Offering Memorandum (exclusive of any amendments or supplements thereto subsequent to the
date of this Agreement), any material adverse change in the condition, financial or otherwise, ot in the
earnings, business affairs or business prospects of the Company and its Subsidiaries considered as one
enterprise, whether or not arising in the ordinary cowrse of business, and the Representatives shall have
received (i) from the Company a certificats of the Chief Executive Officer and the Chief Financial Officer
of the Company, dated as of the Closing Time, to the effect that (A) there has been no such material
adverse change, (B) the representations and warnranties made by the Company and each of the Subsidiary
Guarantor in Section | hereof are true and correct with the same force and effect as though expressly
made at and as of the Closing Time, and (C) the Company and each of the Subsidiary Guarantoy has
complied with all agreements and satisfied all conditions on its part to be performed or satisfied at or prior
to the Closing Time in all material respeots; (ii) from the Company a certificate of the Chief Executive
Offioer and the Chief Financial Officer of the Company, dated as of the Closing Time, to the effect set
forth in Exhibit B, and (iii) from each Subsidiary Guarantor a certificate signed by an executive officer (or
director where no officer is appointed) of such Subsidiary Guarantor, dated as of the Closing Time, to the
effeot that (A) the representations and warranties made by such Subsidiaxy Guarantor in Section 1 hereof
are true and correct with the same force and effect as though expressly made at and as of the Closing
Time, and (B) such Subsidiary Guarantor has corplied with all agreements and satisfied all conditions on
its part to be perfonmed or satisfied at or prior to the Closing Time in all material respeots, -

(@  Accountants’ Comyfort Leier. At the time of the execution of this Agreement, the
Representatives shall have received from Erast & Young LLP a letter dated such date, in form and
substance satisfactory to the Representatives, together with signed and reproduced copies of such letter
for each of the other Initial Purchasers, containing statements and information of the type ordinarily
included in accountants’ “comfort letters” to the Initial Purchasers with respect to the financial statements
" and cettain finanoial information contained in the Offering Memorandum.

{e) Bring-down Comfort Letter, At the Closing Time, the Representatives shall have
received from Bmst & Young LLP a letter, dated as of the Closing Time, to the effect that Brost & Young
LLP reaffirms the statements made in the letter furnished pursuant to subsection (d) of this Section,
except that the specified dato referred to shall be a date not more than five business days prior to the
Closing Time.

® SGX-ST, The Company shall have obtained on or prior to the Closing Date approval in-
principle from the SGX-ST for the Notes to be listed for a listing of up to US$§600,000,000, and you are
satisfied that such listing will be granted shortly after the Closing Date,

&) Maintenance of Rating. At the Closing Time, the Notes shall be rated at least “BB
(stable)” by Standard & Poors Ratings Services, at least “Ba2 (stabls)” by Moody’s Investors Services,
Ino. and at least “BB+ (stable)” by Fitoh Ratings Ltd., and the Company shall have delivered (o the
Representatives a letter dated the Closing Time, from each such rating agency, or other evidence
satisfactory to the Representatives, oonfirming that the Securities have such ratings. Since the date of this
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Agreement, there shall not have ocourred a downgrading in the rating assigned to any of the Company’s
debt securities by any “nationally recognized statistical rating agency”, as that term is defined by the
Commigsion for purposes of Rule 436(g)(2) under the 1933 Act, and no such securities rating agency
shall have publicly announced that it hes under surveillance or review, with possible negative
implications, i3 rating of any of the Company’s debt securities.

(b)  JIndenture, At or prior to the Closing Time, each of the Company, the Subsidlary
Guarentors and the Trustee shail have executed and delivered the Indenture,

6] Security Documents, At ot prior to the Closing Time, each of the Company, the
Subsidiary Guarantor Pledgors end the other parties to the Sgourity Documents shall have exeouted and
delivered each of the Security Documents to which they are a party.

() DTC, The Notes shall have been declared eligible for clearsnce and settlement through

DTC,

()  Appointment of Service of Procesy Agent. Law Debenture Corporate Services Inc, shall
have accepted, on or prior {o the Closing Time, the appointment by the Company and the Subsidiary
Guarantors as provided in Section 17 ofthis Agreement and pursuant to the terms of the Indenture,

{Y; Subsidiary Guarantor Shareholder Approval, Each Subsidiary Guarantor shall have
provided to the Representatives, approvals from the shaveholders of the Subsidiary Guarantor approving
the issuance by such Subsidiary Guarantor of its Subsidiary Guarantee,

(m)  Additional Documents. At the Closing Time, coungel for the Initial Purchasers shall have
been furnished with such documents aud opinions as they may require for the purpose of enabling them to
pass upon the issuance and sale of the Securities as herein coutemplated, or in order to evidence the
‘accuracy of any of the representations or warranties, or the fulfillment of any of the conditions, herein
contained; and all proceedings taken by the Company and each of the Subsidiary Guarantors in
connection with the issuance and sale of the Securities as herein contempluted shall be satisfactory in
form and substance to the Representatives and counsel for the Initial Purchasers,

(n) Termination of Agreement. If any condition specified in this Section 5 shall not have
been fulfilled when and as required to be fulfilled, this Agreement may be terminated by the Initial
Purchagerg by notice to the Company and the Subsidiary Guarantors at any time at or prior to the Closing
Time, and such termination shall be without liability of any party to any other party sxeept as provided in
Seotion 4 and except that Section 1, Section 7, Seotlon 8§, Seéction 9, Section 12, Section 16, Section 17,
Section 18, Section 20, Section 21 and Section 22 shail survive any such termination and remain in full
force and effect,

Section 6. Subsequent Offers and Resales of the Securities.

() Offer and Sale Procedures, Bach of the lnitial Purchasers, the Company and the
Subsjdiary Guarentors hercby establishes and agrees to observe the following procedures in connection
with the offer and sale of the Securities:

i) Offers and Sales. Offers and sales of the Securities shall be made only to such
persous and in such manner as is contemplated by the Offering Memorandum. Each Initial
Purchaser severally agrees that it will not offer, sell or deliver any of the Securities in any
jurisdiction outside the United States except under circumstances that will result jn compliance
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with the applicable laws thereof and that it will take at its own exponse whatever action is
required to permit its purchase and the resale of the Seourities in such jurisdiction,

(i) No General Solicitation. No general solicitation or general advertising (within
the meaning of Rule 502(c) under the 1933 Act) will be used in the United States in connection
with the offering or sale of the Securities.

(i)  Subsequent Purchaser Notification. Bach Initial Purchaser severally will take

reasonable steps to jnform, and cause each of its U.S, Affiliates fo take reasonable steps to
inform, persons acquiring Securities from such [nitiel Purchaser or its Affiliate, as the case may
be, in the United States that the Securities (A) have not been and will not be registered uader the
1933 Act, (B) are being sold to them without registration under the 1933 Act in reliance on Rule
144A or in accordance with another exemption from registration under the 1933 Act, as the case
may be, and (C) may not be offered, sold or othierwise transferred except (1) to the Company or
one of its Subsidiaries, (2) outside the United States in accordance with Regulation S and in
accordance with the laws of the applicable jurisdiction, or (3) inside the United States in
agoordance with (x) Rule 144A to a person whom the seller reasonably believes is a QIB that is
purchasing such Securlties for its own account or for the account of a QIB to whom notioe is
given that the offer, sale or transfer is being made in reliance on Rule 144A or (y) pursuant to
another available exemption from registration under the 1933 Act.

@iv) inimum Principal Amount. No sale of the Notes to any onc Subsequent
Purchaser will be for less than US$2,000 principal amount and no Note will be lssued in a smaller
principal amount. If the Subsequent Purchaser is a non-bank fiduciary acting on behalf of others,
each person for whom it {s acting must purchase at least US5$2,000 principal amount of the Notes,

) Trangfer Restriction, The transfer restrictions and the other provisions set forth
in the Offerlng Memorandumn under the caption “Transfer Restrictions,” including the legend
required thereby, shall apply to the Securities,

)] Covenanis of the Company and the Subsidiary Guarantors, The Company and each
Subsidiary Guarantor jointly and severally covenants with each Initial Purchaser as follows:

)] Integration. The Company and each Subsidiary Guarantor agrees that it will not
and will cause its Affiliates not to, directly or indirectly, solicit any offer to buy, sell or make any
offer or sale of, or otherwise negotlate in respect of, securities of the Company of any class If, as
a result of the doctrine of “integration” referred to in Rule 502 under the 1933 Act, such offer or
sale would render invalid (for the purpose of (A) the sale of the offered Securities by the
Company to the Initial Purchasers, (B) the resale of the offered Securities by.the Initial
Purchasers to Subsequent Purchasers or (C) the resale of the offered Securities by such
Subsequent Purchasers to others) the exemption from the registration requirements of the 1933
Act provided by Section 4(2) thereof or by Rule 144A or by Regulation S thereunder or
otherwise,

(i)  Rule 144A Information. During any period in which the Company is not subject
to Section 13 or 13(d) of the 1934 Act or exempt from reporting pursvant to Rule 12g3-2(b)
under the 1934 Act, the Company will furnish, upon request, to each holder of the Notes, or any
perspective purchaser designated by any such holder, information satisfying the requirements of
Rule 144A(d)(4)(i) under the 1933 Act so long as any such Notes are “restricted securities”
within the meaning of Rule 144A(d)(4)(i).
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(il  Restriction on Repurchases, Until the expiration of one year after the Closing
Time, the Company will not, and will cause its Affillates not to, rusell any offered Securities
which are “restricted seourities™ (as such term Is defined under Rule 144(a)(3) under the 1933
Adt), whether as beneficial owner or otherwise (except as agent acting as a securities broker on
behalf of and for the account of customers in the ordinary course of business in unsofivited
broker's iransactions).

(&} Qualified Institutional Buyer. Each Initial Purchaser severally hereby represents and
warrants to, and agrees with, the Company and the Subsidiary Guarantors, that it is a QIB and en
“accredited Investor” within the meaning of Section 501(g) under the 1933 Act,

(dy  Resale Pursuant to Rule 903 of Regulation § or Rule 1444. Bach Initial Purchaser
understands that the offered Securities have not been and will not be registered under the 1933 Act and
may not be offered or sold within the United States exvept pursuant to an exemption fiom, or in a
transaction not subject to, the registration requirements of the 1933 Act, Each Initial Purchaser severally
represents and agrees that it has not offered or sold, and will not offer or sell, any offered Securities
constituting part of its allotment within the United States except in accordance with Rule 903 of
Regulation 8 under the 1933 Act, Rule 1444 under the 1933 Act or another applicable exemption from
the registration requirements of the 1933 Act, Accordingly, neither it nor itg affiliates or any persons
acting on its or their behalf have engaged or will engage in any dirscted selling efforts with respect to the
offered Securities. Terms used in this paragraph have the meanings given to them by Regulation 5.

Section 7, Indemnification,

(@) Indemnification of Initial Purchasers. The Company and each Subsidiary Guarantor,
jointly and severally, aprees o indemnify and hold harmless each Initial Purchaser, its affiliates, as such
term is defined in Rule 501(b) under the 1933 Act (each, an “Affiliate™), its selling agents and each
person, if any, who controls any Initial Purchaser within the meaning of Section 15 of the 1933 Act or
Section 20 of the 1934 Act as follows:

6)] against any and all loss, Rability, claim, damage and expense whalsoever, as
lncurred, arising out of any untrue statement or alleged untrue statement of a material fact
contained in any preliminary offering memorandwn, the Disclesure Package, the Final Offering
Memorandum {or any amendment or supplement thereto) or any Supplemental Offering
Materlals, or the omission or alleged omission therefrom of a material fact necessary in order to
meke the staterments therein, in the light of the circumstances under which they were made, not
misleading;

)] against any and all loss, lisbility, claim, damage and expense whatsoever, as
incwrred, to the extent of the agpregate amount paid in settlement of any litigation, or any
Investigation or procesding by any governmental agency or body, commenced or threatened, or
of any claim whatsoever based upon any such untrue statement or oraission, or any such alleged
unirue statement or omission; provided that (subject to Section 7(d) below) any such settlement is
effected with the written consent of the Company; and

()  against eny and all expense whatsoover, as incurred (including the fees and
disbursements of counsel chosen by the Representatives), reasonably incurred in investigating,
preparing or defending against any litigation, or any imvestigation or proceeding by any
governmental agency or body, commenced or threatened, or any claim whatsoever based upon
any such untrue statement or omission, or any such alleged untrue statement or omission, to the
extent that any such expense is not paid under (i) or (i) above; provided, however, that this
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indemnity agreemens shall not apply to any loss, Hiability, claim, damage or expense to the extent
arising out of any untrue statement or omission or alleged untrue statement or omission made in
reliance upon and in conformity with written information firnished to the Company and the
Subsidiary Guarantors by any Initlal Purchaser through the Representatives expressly for use in
the Preliminary Offering Memorandum, the Disclosure Package, the Final Offering Memorandum
(or any amendment or supplement thereto) or in any Supplemental Offering Materials, it being
understood and agreed that the only such information consists of the following information: (A)
the second full paragraph on page iii in the Offering Memorandum; (B) the nams of the Initial
Purchasers appearing in the first paragraph under the heading “Plan of Distribution” in the
Offering Memorandurn; and (C) the two paragraphs under the subheading “Plan of Distribution—
Price Stabilization and Shott Positions” in the Offering Memorandum,

(by  Indemnification of Company. Bach Initial Purchaser severally agrees to indemnify and
hold harmless the Company aud each person, if any, who controls the Company within the meaning of
Section 15 of the 1933 Act or Section 20 of ihe 1934 Act against any and all loss, Habllity, clabm, damage
and sxpense describad in the indemrity contained in subsection (a) of this Section, as incurred, but only
with respect to untrue statements or omissions, or alleged unirue statements or omissions, made in any
preliminary offering memorandum, the Disclosure Package, the Final Offering Memorandum or any
Supplemental Cffering Materials in reliance upon and in conformity with written information furnished to
the Company by any Initlal Purchaser through the Representatives expressly for use therein, it being
understood and agreed that only such information consists of the information described as such in
subsection (a) above.

) Actions against Parties; Notification. EBach indemnified party shall give notice as
promptly as reasonably practicable to each indemnifying party of any action commenced against It in
respect of which indernity may be sought hersunder, but fatlure to so notify an indemmnifying party shall
not relieve such indemnifying party from any liability hereunder to the extent it Is not materisily
prejudiced as a result thereof and in any event shall not relieve it from any liability which it may have
otherwise than on account of this indemnity agreement, In the case of parties indemnified putsuant to
Section 7(a) above, counsel to the indemnified parties shall be selected by the Representatives and, in the
case of parties indemnifled pursuant to Section 7(b) above, counsel to the indemnified parties shail be
selected by the Company, An indemnifying party may participate at its own expense in the defense of
any such action; provided, however, that counsel to the indemnifying party shail not (except with the
consent of the indemmified party) also be counsel to the indemmified party. In no event shall the
indemnifying parties be liable for fees and expenses of more than one counsel (in addition to any local
counsel) separate from their own counsel for all indemnified parties in connection with any one action or
separaie but similar or related actions in the same jurisdiction arising out of the same general allegations
or circomstances, Wo indemnifying party shall, without the prior written consent of the indemnifisd
parties, settle or compromise or consent to the entry of any judgment with respect to any litigation, or any
investigation or progeeding by any governmental agency or body, commenced or threatened, or any claim
whatsoever in respect of which indemnification or contribution could be sought under this Section 7 or
Section 8 hereof (whether or not the indemnified partles are actual or potential parties thereto), unless
such settlement, compromise or consent (i) includes an unconditional release of each indemnified party
from all Lisbilty arising out of such litigation, investigation, proceeding or claim and (li) does not include
a statement as to or an admission of fault, culpability or a failure to act by or on behalf of any indemnified

party.

(&) Settlement without Consent if Failure to Reimburse, If at any time an indemnified party

shall have requested an indemnifying party to relmburss the indemnified party for fees and expenses of |

counsel, such indemnifylng party agrees that it shall be lable for any settlement of the nature
contemplated by Section 7(a)(li} effected without its written consent if () such settlement is entered into
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more than 45 days after receipt by such Indermnifying party of the aforesaid request, (ii) such
indemnifying party shall have received notice of the terms of such gettlement at least 30 days prior to such

settlement being entered into and (iil) such indemnifying party shall not have reimbursed such
indemnified party in accordance with such request prior to the date of such settlement.

Section 8. Contribution. If the indemnification provided for in Section 7 hereof is for any
reason ungavailable to or insufficient to hold harmmless en indemnified party in respect of any losses,
liabilities, claims, damages or expenses referred to therein, then each indernifying party shall contributs
to the aggregate amount of such losses, Habilitles, clalms, damages and expenses incurred by such
indernnified party, as Incurred, (8) In such proportion as js appropriate to reflect the relative benefits
received by the Company and the Subsidiary Guarantors on the one hand and the Initial Purchasers on the
other hand from the offering of the Securities pursuant to this Agreement or (b) if the alloeation provided
by clause (&) is not permitted by applicable law, in suoh proportion as is appropriate to reflect not only the
relative benefits referred to in clause (8) above but also the relative fault of the Company and the
Subsidiary Guarantors on the one hand and of the Initial Purchasers on the other hand in connection with
the statements or omigsions which resulted in such losses, liabilities, claims, damages or expenses, as well
as any other relevant equitable considerations,

The relative benefits received by the Compeny and the Subsidiary Guarantors on the one
hand and the Initial Purchasers on the other hand in connection with the offering of the Securities
pursuant to this Agreement shall be deemed to be in the same respective proportions as the total net
proceeds from the offering of the Securities pursuant to this Agreement (before deducting expenses)
received by the Comparty and the Subsidiary Guarantors and the total underwriting discount received by
the Initial Purchasers, bear to the aggregate initial offering price of the Securities.

The relative fault of the Company and the Subsldiary Guarantors on the one hand and the

Initial Purchasers on the other hand shall be determined by reference to, among other things, whether any

such untrue or alleged untrue statement of a material fact or omission or alleged omission fo state g

material faot relates to information supplied by the Company and the Subsidiary Guarantors or by the

Initial Purchasers and the parties’ relative intent, knowledge, access to infonmation and opportunity to
correct or prevent such statement or omission.

The Company, the Subsidiaxy Guarantors and the Initial Purchasers agree that it would
not be just and equitable if contribution pursuant to this Section were determined by pro rata (even if the
Initial Purchasers were treated as one entity for such purpose) allocation or by eny other methad of
allocation which does not take gocount of the equitable considerations referred to gbove in this Section.
The aggregate amount of losses, liabilitles, claims, damages and expenses incurred by an indemnified
party and referred to above in this Section shall be deemed fo include any legal or other expenses
reasonably incurred by such indemnified party in investigating, preparing or defending against any
litigation, or any investigation or procesding by any governmental agency or body, commenced or
threatened, or any claim whatsoever based upon any sunch untrue or alleged untrue statement or omissjon
or #lleged omission,

Notwithstanding the provisions of this Section, no Initial Purchaser shall be required to
contribute any amount in excess of the amount by which the total price at which the Securities purchased
and sold by it hereunder exceeds the amount of any damages which such Initial Purchaser has otherwise
been required to pay by reason of such untrue or alleged untrue statement or omission or alleged
omission,
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No person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of
the 1933 Act) shall be entitled to contribution from any person whe was not guilty of such fraudulent
misrepresentation,

For purposes of this Section, each person, if any, who controls an Initial Purchaser within
the meaning of Section 15 of the 1933 Act or Section 20 of the 1934 Act and each Initial Purchaser’s
Affilintes and selling agents shall have the same rights to contributlon as such Initia} Purchaser, and each

person, if any, who controls the Company and any of the Subsidiary Guarantors within the meaning of

Section 15 of the 1933 Act or Section 20 of the 1934 Act shall have the same rights to contribution as the
Cormpsany and such Subsidiary Guarantor. The Initlal Purchasers’ respective obligations to contribute
pursuant to this Section are several in proportion to the principal amount of Securities set forth opposite
their respective names in Schedule A hereto and not joint.

Section 9. Representations, Warranties and Agreements to Survive. All representations,

warranties and agreements contained In this Agreement or in certificates of officers of the Company or its
Subsidiaries or any Subsidiary Guarantor submitted pursuant hereto shall remsin operative and in full
foree and effect, regardless of (a) any investigation made by or on behalf of any Initial Purchager or ity

Affiliates or selling agents, any person controlling any Initial Purchaser, its officers or directors or any

person controlling the Company or any Subsidlary Guarantor and (b) delivery of and payment for the
Securities.

Section 10, Termination of Agreement.

@ Termination; General, The Representatives may terminate this Agreement, by notice to
the Company and the Subsidiary Guerantors, at any time at or prior to the Closing Time (i) if there has
been, since the time of execution of this Agresment or since the date as of which information is glven in
the Preliminary Offering Memorandum, the Disclosure Package or the Final Offering Memorandum
(exclusive-of any amendments or supplements thereto subsequent to the date of this Agreement), any
material adverse change in the condition, financlal or otherwise, or In the earnings or business affairs or
business prospects of the Company and its Subsidiaries considered as one enterprise, whether or not
arising In the ordinary course of business, or (if) if there has occurred any material adverse change in the
financial markets in the United States or the intemational financial markets, any outbreak of hostilities or
escalation thereof or other calamity or crsis or any change or development involving a prospective
change in national or intemnational political, financial or economic conditions, in each case the effect of
which is such as to make it, in the judgment of the Representatives, impracticable or inadvisable to
market the Securliies or to enforoe contracts for the sale of the Seourities, or (lii} if trading in any
securities of the Company has been stspended or materially limited by the Commission, sany Cunadian
provincial securities regulatory authority, the TSX, the Investment Industry Regulatory Organization of
Canada, the Singapore Monetary Authority, the SGX-ST or the NASDAQ System, or if trading generally
on the TSX, the London Stock Bxchange, the SGX-8T, the Hong Kong Stock Bxchange, the Ametican
Stock Exchange or the New York Stock Exchange or jn the NASDAQ System has been suspended or
materially limited, or minimum or maximum prices for trading have been fixed, or maximum ranges for
prices have been required, by any of sald exchanges or by such system or by order of the Commission, the
Financial Industry Regulatory Authority or any other governmental authority, or (iv) a material disruption
has ocourred in commercial banking or securities settlement or olearance services in Caneda, the United
States, Japan, the United Kingdom, Hong Kong, PRC, Singapore or with respect to Clearsiream Bank,
soclété anonyme and Eurociear Bank 8.A./N, V., 4s operator of the Euroclear System, or (v) if a banking
morgterivm has been declared by any Canadian, United States Federal or New York State, Japan, Unfted
Kingdom, Buropean Central Bank, Hong Kong, PRC or Singapore authorities.
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(t) Liabilities, If this Agreement is terminated pursuant to this Section, such termination

shall be without liability of any party to any other party except as provided in Sectlon 4 hereof, and

provided farther that Section 1, Section 7, Section 8, Section 9, Section 12, Section 16, Section 17,

Secti??? 18, Section 20, Section 2I and Section 22 shall survive such tenm'naﬁon and remain in full force
and effect,

Section 11, Default by One or More of the Initial Purchagers. If one or more of the Initial
Purchasers shall fail at the Closing Time to purchase the Securities whioh it or they are obligated to
purchase under this Agreement (the "Defaulted Securities”), the Representatives shall have the right,
within 24 hours thereaiter, to make arrangements for one or more of the non-defaulting Initial Purchasers,
or any other initial purchasers, fo purchase all, but not less than all, of the Defaulted Securities in such
amounts as may be agreed upon and upon the terms herein set forth; if, however, the Representatives shall
not have completed such arrangements within such 24-hour period, then:

{8) if the number of Defaulted Securitics does not exceed ' 10% of the aggrogate
principsl amount of the Securities to be purchased hereunder, each of the non-defaulting Initial
Purchasers shall be obligated, severally and not jointly, to purchase the full amount thereof in the
proportions that their respective underwriting obligations hereunder bear to the underwriting
obligations of all non-defaulting Initial Purchasers, or

) if the number of Defaulted Securities exceeds 10% of the aggrogate principal
amount of the Securlties to be purchased hereunder, this Agreement shall terminate without
liability on the part of any non-defaulting Initial Purchaser,

Ne actlon taken pursuant to this Section shall relieve any defaulting Initial Purchaser from
lisbility in respect of it default,

In the event of any such default which does not result in a termination of this Agreement, either
the Representatives or the Company shall have the right to postpone the Closing Time for a period not
exceeding seven days in order to effect any required changes in the Offering Memorandum or in any
other documents or arrangements, As used herein, the term “Initial Purchaser” includes any person
substituted for an Initial Purchaser under this Section,

Section 12, Notiges, All notices and other communications hereunder shall be in writing and
shall be deemed to bhave been duly piven if malled or tramsmitted by any standard form of
telecommunication. Notices to the Initial Purchasers shall be directed to each of BAML at One Bryant
Park, New York, NY, 10036, United States and Credit Suisse at Eleven Madison Avenue, New York,
New York 10010, United States, Facsimile; (212) 325-4296, Attention: LCD-IBD, with a simultaneous
copy to: Davis Polk & Wardwell LLP at 18/F Hong Kong Club Building, 3A Chater Road, Hong Kong,
Faosimile: (852) 2533-3388, Attention: Willlam Barron; and notices to the Company or any Subsidiary
Guarantor shall be directed to it at Sino-Forest Corporation, 90 Bumbamthorpe Road West, Suite 1208,
Mississaugs, Ontatio, Canada, L5B 3C3, Facsimile: (852) 2877-0125, Attention: Allen T. Y, Chan,

Seotion 13.  No Advisory or Fiduciary Relationship, The Company and each Subsidiary
Guarantor narmed herein acknowledges and agrees that (a) the purchese and sals of the Securities pursuant
to this Agreement, including the determination of the offering prico of the Securities and any related
discounts and commissions, is an arm’s-length commercial transaction between the Company and the
Subsidiary Guarantors, on the one hand, and the several Tnitial Purchagers, on the other hand, (b) in
connection with the offering contemplated hereby and the process leading to such fransaction each Initial
Purchaser is and has been acting solely as a principal and is not the agent or fiduciary of the Company or
any Subsidiary Quarantor, or its shareholders, creditors, employeses or any other party, (c) no Juitial
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Purchaser has assumed and will assume an advisory or fiduciary responsibility in faver of the Company
or any Subsidiary Guarantor with respect to the offering contemplated hereby or the process leading
thereto (lirespective of whether such Initial Purchaser has advised or is currently advising the Company
or any Subsidiary Guarantor on other matters) and no Initial Purchaser has any obligation to the Company
or any Subsidiary Guarantor with respeot to the offering contemplated hereby exoept the obligations
expressly set forth in this Agreement, (d) the Initial Purchasers and their respective Affillates may be
engaged in a broad range of transactions that involve interests that differ from those of each of the
Company and the Subsidiary Guarantors, and (¢) the Initial Purchasers have not provided any legal,
accounting, regulatory or tax advice with respect to the offering contemplated hereby and the Company
and the Subsidiary Guarentors have consulted their own legal, accounting, regulatory and tax advisors to
the extent they have deemed appropriate.

Section 14. Integration. This Agreement supersedes all prior agreements and understandings
(whether written or oral) among the Company, the Subsidiary Guarantors and the Initial Purchasers, or
any of them, with respect to the subject matter hereof.

Section 15, Parties. This Agreement shall inure to the benefit of and be bmdmg upon the

Initial Purchasers and the Company, the Subsidiary Guarantors and their respective successors, Nothing
exprossed or mentioned in this Agreement is intended or shall be construed to give any person, firm or
corporation, other than the Initlal Purchasers, the Company, the Subsidiary Guarantors and their
respective sucoessors and the controlling persons and officers and direotors refermmed to in Section 7 and
Section 8 and thelr heirs and legal representatives, any legal or equitable right, remedy or claim under or
in respect of this Agreement or any provision herein contained, This Agreement and all conditions and
provisions hereof are intended to be for the sole and exclusive benefit of the Initial Purchasexs, the
Company, the Subsidiary Guarantors and their respective successors, and said controlling persons and
offlcers and directors and their heirs and legal representatives, and for the benefit of no other person, firm
or corporation, No purchaser of Seourities from any Initlal Purchaser shall be deemed 1o be a suocessor
by reason merely of such purchase.

Section 16. GOVERNING LAW, THIS AGREEMENT, AND ANY CLAIM,
CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED TO THIS AGREEMENT, SHALL
BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF
NEW YORK.

Section 17, ‘ i

Immunity, (a) Each of the Company and the Subszdlary Guarantors irrevocably submits to the non-
exclusive jurisdiction of any New York State or United States Federal court sitting in the Borough of
Manhattan, The City of New York (a “New York Court”) over any suii, action or proceeding arising out
of or relating to this Agreement, the Disclosure Package, the Final Offering Memorandur or the offering
of the Securities. Each of the Company and the Subsidiary Guarantors irrevocably waives, to the fullest
extent permitted by law, any objection which it may now or hereafter have to the laying of venue of any
such suit, action or proceeding brought in such a court and any claim that any such suit, action or
prooeeding brought in such a court has been brought in an inconvenient forum.

(b) Each of the Company and the Subsidiary Guarantors hereby irrevocably appoints Law
Debenture Corporate Services Inc., with offices at 400 Madison Avenus, 4% Floor, New York, NY 10017,
United States, as its agent for service of process in any suit, action or proceeding described in the
preceding paragraph and agrees that servioe of process in any such suit, action or proceeding may be
made upon it at the office of such agent. Bach of the Company and the Subsidiary Guarantors waives, to
the fullest extent permitted by law, any other requirements of or objections o personal jurisdiction with
respect thereto. Each of the Company and the Subsidiary Guarantors represents and warrants that suoh
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agent has agreed to act as the Company’s or such Subsidlary Guarantor's agent for service of process, as
the case may be, and each of the Company and the Subsidiary Guarantors agrees to take any end all
action, including the filing of any and all doguments and instruments, that may be necessary to continue
such appointment in full foree and effect.

{c) To the extent that the Company, the Company's Subsidiaries or any of the Company’s or
ity Subsidiaries’ respective properties, assets or revenues may have or may hereafter become entitled to,
or have aftributed to it, any right of immunity, on the grounds of sovéreignty or otherwise, from any legal
action, suit or proceeding, from the giving of any relief in any such legel action, suit or proceeding, from
set-off or counterclaim, from the competent jurisdiction of any court, from service of process, from

attnchiment upon o prior fo judgment, from attachment in aid of execution of judgment, or from exeeution.

of judgment, or other legal process or proveeding for the giving of any relief or for the enforcement of any
Jjudgment, in any competent jurisdiction in which proceedings may at any time be commenced, with
respeot to its obligations, liabilities or any other matter under or arising ont of or In connection with this
Agreement and the trapsactions contemplated hereby, the Company and each of the Subsldiary
Guarantorg hereby Irrevocably and unconditionally waives, and agrees not to plead or claim, and procures
to so walve and not to please or clajm, to the fullest extent permitted by law, any such jmmunity and
consent to such relief and enforcement.

Section 18. W 1f for the purpcsw of obtaining judgment in any court it is
necessary to convert a sum due hereunder into any currency other than United States dollars, the parties
liereto agree, to the fullest extent permitted by law, that the rate of exchange used shall be the rate at
which in accordance with normal banking proaedures an Initial Purchager could purchase United States
dollars with such other currency in The City of New York on the business day immediately preceding that
on which final judgment is given, The obligation of the Company or any Subsidiary Guarantor with
respect to any sum due from it to any Initial Purchaser or any person controlling such Initial Purchaser
shal}, notwithstanding any judgment in a eurrency other than United States dollars, not be discharged until
the first business day following receipt by such Initial Purchaser or conirolling person of any sum in such
other currency, and only to the extent that such Initial Purchaser or controlling person may in accerdance
with normal banking procedures purchase United States dollars with such other currency. If the United
States dollass so purchased are less than the sem originally due to such Initial Purchaser or controlling
person hereunder, each of the Company and the Subsidiary Guarantors agrees, jointly and severally, as &
separate obligetion and notwithstanding any such judgment, to indemnify such Initial Purchaser or
controlling person against such loss. If the United States dollars so purchased are greater than the sum
originally due to any Initial Purchaser or controlling person hereunder, such Initial Purchaser or
confroliing pesson agrees to pay to the Company or the relevant Subsidiary Guarantor, as applicable, an
amount equal to the excess of the dollars so purchased over the sum originally due to such Initial
Purchaser or controlling person hersunder,

Section 19, TIME, TIME SHALL BE OF THE ESSENCE OF THIS AGREEMENT.
EXCEPT AS OTHERWISE SET FORTH HEREIN, SPECIFIED TIMES OF DAY REFER TO NEW
YORK CITY TIME,

Seotion 20,  Counterparts, This Agreement may be excouted in any number of counterparts,
each of which shall be deemed to be an original, but all such counterparts shall together constitute one
and the same Agreement,

Section 21, Effect of Headings, The Section headmgs herein are for convenlence only and
shall npt affect the construction hereof.
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Section 22, Severability, In case any provision contained in this Agreement should be
invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of the remaining
provisions contained herein shall not in any way bs affected or impaired thereby.

[INTENTIONALLY LEFT BLANK BELOW]
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CONFIRMED AND ACCBPTED,
as of the date first above written;

BANC O%ICA WW

Name; W hcm N, Pegler, 7.
Titler Dietc Yor

CREDIT SUISSE SECURITIES (USA) LILC

By:

Name:
Titte:

For themselves and as Repregentatives of the
Initia] Purchasers named in Scheduls A hereto

Slgnature Frge to Purchase Agreement
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CONFIRMEY AND ACCEPTED,
as of the date first above written:

BANC OF AMERICA SECURITIES LLC

By:

Neams:
Title;

CREDIT 8UISSE SECURITIES (USA) LLC

N.agu?: 7 i A\ Mauz\m v
T“‘ [N "D‘\ wc;bo g

For themselves and as Representatives of the
Initial Purchasers named in Schedule A hersto

Sipnaluse Pugs o Purchase Agreanent
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Court File No, CV~12-9667-00-CL

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 PLAN OF COMPROMISE OR
ARRANGEMENT OF SINO-FOREST CORPORATION
Applicant

APPLICATION UNDER THE COMPANIES CREDITORS’
ARRANGEMENT ACT, R.S.C. 1985, ¢.C-36, AS AMENDED

RESPONDING MOTION RECORD
(Motion Regarding the Status of Shareholder Claims and
Related Indemnity Claims under the CCAA returnable June 26, 2012)

June 21,2012 LENCZNER SLAGHT ROYCE
SMITH GRIFFIN LLP
Barristers
Suite 2600
130 Adelaide Street West
Toronto ON MSH3P35

Peter H, Griffin (19527Q)
Tel: (416) 865-2921

Fax: (416) 865-3558

Rmail:  pgriffin@litigate.com
Peter J. Osborne (33420C)
Tel: (416) 865-3094

Fax: (416) 865-3974

Email:  posborne@litigate.com
Shara N. Roy (49950H)
Tel: (416) 865-2942

Fax: (416) 865-3973

Email:  sroy@litigate.com

Lawyers for the Respondent, Ernst & Young LLP
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Court File No. CV-12-9667-00-CL

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 PLAN OF COMPROMISE OR
ARRANGEMENT OF SINO-FOREST CORPORATION
Applicant

APPLICATION UNDER THE COMPANIES CREDITORS’
ARRANGEMENT ACT, R.8.C. 1985, ¢.C-36, AS AMENDED

AFFIDAVIT

I, Christina Shiels, of the Town of Qakville, in Region of Halton, MAKE OATH AND

SAY:

1. I am a law clerk with the law firm of Lenczner Slaght Royce Smith Griffin LLP, the
lawyers for Ernst & Young LLP (“B&Y") in The Trustees of the Labourers’ Pension Fund of
Central and Eastern Canada et al. Sino-Forest Corporation et al., in Court File No, CV-11-

431153-00CP, As such, I have knowledge of the matters contained in this affidavit,

2. Attached as Exhibit “A” is the Proof of Claim of Ernst & Young LLP against the
Applicant, Sino-Forest Corporation, as filed with the Court-Appointed Monitor, FTI Consulting,

on June 20, 2012.
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3. Attached as Exhibit “B” is the Proof of Claim of Ernst & Young LLP against the
Directors and Officers of the Applicant, Sino-Forest Corporation, as filed with the Court-

Appointed Monitor, FTI Consulting, on June 20, 2012,

4, I make this affidavit in respect of a motion brought by Sino-Forest Corporation regarding
the status of shareholder claims and related indemnity claims under the Companies Creditors’

Arrangement Act and for no other or improper purpose,

SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario on June

21,2012
- Q — o "‘""“””’”“‘NM”N:)
Commigsioner for Taking Affidavits CHRISTINA SHIELS

DITHS I be)



wineestd




%

Ell ERNST & YOUNG., .

June 21, 2007 6; 5

M James (Jamis) M. B Hyds... ... ..o

# Ernst & Young LLP 8 Phones [416) 86:4-1234

frnst & Young Tower
222 Bay Streal, PO, Box 251
Toronto, Ontario MSK 1j7

Lo Aamio. 2l
%«c:ﬁw-s—f Yo sy

Chairman of the Audit Committes
¢/o Sino-Forest Corporation

90 Burmhamthorpe Rd W., Suite 1208
Mississauga, ON, L5B 3C3

Dear Mr. Hyde:

1,

This engagement letter, including any additional terms that are attached, (collectively, the
“Agroement”) confirmg the terms upon which Frnst & Young LLP (“we” or “EY") has been
engdgkd to perform o statutory andit and report on the consolidated financial statements of
Sino-Forest Corporation (“Sino-Forest” or the “Company”) for the year ended
December 31, 2007. The services described in this paragraph may hereafier be referred to
as either “Audit Service” or “Audit Services,”

Andit Respon:s*ibﬂities and Limitations

2.

The objective of our audit is to express an opinion on whether the consolidated financial
statements present fairly, in all material respects, the financial position, results of oporations
and oash flows of the Company in conformity with Canadian generally accepted accounting
prineiples.

We will conduct our audit in accordance with Canadian generally accepted auditing
standards, Those standards require that we plan and perform the audit to obtain reasonable,
rather than absolute, assurance that the consolidated financial statements taken as 8 whole
are freo of material misstatement, whether caused by error or fraud or illegal aots whose
consequences have a material effeot on the consolidated financial statements. Thore are
inherent limitations in the audit process, including, for example, the use of judgment and
selective testing of the data underlying the financial statements, the inherent limitations of
internal controls, and the fact that much of the audit evidence available to the auditor is
persuasive rather than conclusive in nature. Furthermore, because of the nature of fraud,
including alfempts at concealment throungh collusion and forgery, an audit designed and
executed in accorsdance with Canadian generally accopted auditing standards may not detect
a material fraund. Further, while effective internal control reduces the likelihood that
misstatements will occur and remain undetected, it does not eliminate the possibility. For
these reasons, we cannot guarantee that fraud, errer and illegal acts, if present, will be
detected when conducting an audit in accordance with Canadian generally accepted auditing
standards. Also, an audit is not designed to detect error or fraud that is imumaterial to the
consolidated financial statements.

In accordance with professional standards established by the Canadian Institute of Chartered
Accountants (“CICA”), we will communicate certain matters related to the conduct and

pz;
A Member of Ernst & Young Global | (‘-'f]
, At

S+

Chartered Accountants Faxi (416} §64. 1174
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5.
7.

...................................................................

Ell ERNST & YOUNG

results of the audit to the Company’s Audit Committee, Such matters include, when
applicable, disagreements with management, whether or not resolved; serions difficultiss
encountered in performing the audit; our level of responsibility under professional standards
in Canada for the financial statements, for internal control, and for other information in
documents containing the audited financial statements; unrecorded audit differences that
werg determined by management to be inumaterial, both individually and in the aggregats, to
the financial atatemenis as a whole; changes i ihe Company's signficant accouiting
policies and methods for accounting for significant vrusual transactions ot for controversial
or emerging areas; our judgments about the quality of the Company’s accounting principles;
our basis for conclusions regarding sensitive accounting estimates; management’s
consultations, if any, with other accountants; and major isswes discussed with management
prior to our retention.

We will obtain pre-approval from the Audit Committes for any services we are to provide to
the Compamy pursuant to the Audit Commiitee’s pre-approval precess, policies and
procadures, In addition, in sccordance with CICA Handbook Section 5751,
Communications with Those Having Oversight of the Financial Reporting Process, we will
communicate in writing to the Audit Committee any relationships between Hrnst & Young
LLP, its partners and professional employees and Sino-Forest (inclnding related entities)
that, in our professional judgment, may reasonably be thaught to bear on our independence.
Further, we will confirm our independence vrith respect to Sino-Forest,

As part of our audit, we will consider, solely for the pumpose of planning our audit and
determining the nature, timing, and extent of our audit procedures, the Company’s internal
controls over financial reporting. This consideration will not be sufficient o enable us to
provide assuratice on the effectiveness of internal controls over financial reporting or to
identify all significant weaknesses,

If we determine that there is evidence that misstatements, resulting from error, other than
trivial errors, or that fraud or illegal or possibly illegal acts may exist or have oceurred
(other than jllegal acts that are considored inconasquential), we will bring suol matters to
the attention of an appropriate level of managoment. The type and significance of the matter
to be communicated will determine the level of managsment to which the communication is
directed and whether the communication is also made to the Aundit Committee, If we
become aware of fraud involving senior management or fraud (whether caused by senior
management or other employees) that causss a material misstatement of the consolidated
financial statements, we will report this matter directly to the Audit Committee. We will
also determine that the Audit Committee is adequately informed of misstatements, resulting
from error, other than trivial errors and illegal or possibly illegal acts that come to our
attention unless they are clearly inconsequential. In addition, we will inform the Audit
Committee and appropriate members of management of significant audit adjustments and
significant weaknesses in the design or implementation of internal controls to prevent or
detect frand or error noted during our audit procedures, as well as related party transactions
identified by us that are not in the nonmal course of operations and that involye significant
judgments made by management concerning measurement and disclosure.

i
P
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8, We also may communicate to the appropriate levels of management other opportunities we
observe for economies in or improved controls over the Company’s operations. The matters
commuricated will be those that we identify during the course of our audit, Audits do not
usually identify all matters that may be of interest to management in discharging its
responsibilities.

Reviews of Unandited Interimt Finanetal Faformalon oo v

9, We will perform a review of the Company’s unaudited interim flnancial information in
accordance with CICA Handbook Section 7030, duditor Review of Interim Financial
Statements, for the third quarter of the Company’s fiseal year and we will report orally to the
Audit Committee in this regard,

10, A review of Interim financial information consists principally of performing analytical
procedures arxd making inquiries of management responsible for financial and accounting
matters, A review is substantially less in scope than an audit conducted in accordance with
generally accepted anditing standards, the objective of which is the expression of an opinion
regarding the financial statements taken as a whole, Accordingly, we will not express an
opinion on the Interim financial informatlon.

11. A review includes obtaining sufficient knowledge of the entity’s business and its internal
control as it relates to the preparation of both annua! and interim financial information to:
identify the types of potential material misstatements in the interim financial information

and congider the likelihood of their occurrence; and select the inguiries and analytical

procedures that will provide us with a basis for communicating whether we are aware of any

! material modifications that should be made to the interim financial information for it to

conform with Canadian generally accepted accounting principles.

12. A review is not designed to provide assurance on internal control or to identify significant
weaknesses, However, we will communicate with the Audit Commitiee regarding any
significant weaknesses noted during our review procedures.

13, If, dwing our review procedures, we determine there is evidence that fraud or illegal or
possibly illegal acts exist or may have ocourred (other than illegal acts that ave clearly
inconsequential), we will bring such mattors to the atlention of an appropriate level of
management. If we become aware of frand fuvolving senior management or fraud (whether
caused by senior management or other emiployees) that causes a matorlal misstatornont of
the interim financial information, we will report this matter directly to the Audit Corumittes,
We will determine that the Andit Committee is adequately informed of illegal acts that come
to owr attention mnless they are clearly inconsequential. We also will inform the Audit
Committee and appropriate members of management of significant unrecorded differences
noted during our review procedures,

Management’s Respunsibilities and Representations

14, The preparation and fair presentation of the consolidated financial statements and unaudited
interim financial information in accordance with Canadian generally accepted accounting
principles are the responsibility of the management of the Company. Management is also
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responsible for establishing and maintaining effective intemal controls, for properly
recording transactions in the accounting records, for safeguarding assets, and for identifying
and ensuring that the Company complics with the laws and regulations applicable to its
activities.

15. The design and implementation of internal controls to prevent and detect fiaud and error are

o the respomgibility of the Company’s management, -ag is an-assessment: of- the-rigk-that-the-
consolidated financial statements may be materially misstated as a result of fraud.
Management of the Company is responsible for apprising us of all known instances of fraud
or suspected fraud, illogal or possibly illegal acts and allegations involving financial
improprieties received by managernent or the Audit Commities (regardless of the source or
form and including, without limitation, allegations by “whistle-blowers,” employees, former
employees, analysts, regulators or others), and for providing us full access to information
and facts relating to these instances and allegations, and any internal investigations of them,
on a fimely basis. Allegations of financial fnuproprieties Include allegations of manipulation
of financial results by management or employees, misappropristion of assets by
management or employees, intentional circumvention of internal controls, lnappropiiate
influence on related party transactions by related parties, intentionally misleading EY, or
other allegations of {llegal acts or fraud that could have a non-irivial effect on the financial
statements or otherwise affect the financial reporting of the Company. If the Company
limits the information otherwise available to us under this paragraph (based on the
Company’s c¢laims of solicitor/ client priviloge, litigation privilege, or otherwise), the

v Conpany will immediately inform ug of the fact that certain information is being withheld
from ua, Any such withholding of information could be considered a restriction on the scope

of our Audit Services and may alter the form of report we may issue on the Company’s
- financial statements; prevent us from consenting to the inclusion of previously issued

auditor’s reports in future Company filings; or otherwise affect our ability to continue as the
Company’s auditors, The Company and we will disclose any such withholding of
information to the Audit Comunittee.

16. Management of the Company is responsible for providing us with and making available
complete financial records and related data and copies of all minutes of meetings of
shareholders, directors and conumittees of directors; information relating to any known or
probable instances of non-complisnce with legislative or regulatory requirements, including
financial reporting roquirements; and information regarding all related parties and related
party transactions. Failure to provide this information on a timely basis may cause us to
delay our report, modify our procedures or even terminate the engagement,

17. Management of the Company is responsible for adjusting the consolidated financial
statements and wnaudited interim financial information 10 correct material misstatements
and for affirming to us in its reprosentation letter that the effects of any unrecorded
differences accumulated by us during the applicable Audit Service and pertaining to the
latest period presented are immaterial, both individvally and in the aggregate, to the
consolidated financial statements and unaudited interim- financial information taken as a
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18.

Ag required by Canadian generally accepted auditing standards, we will make specific
inquiries of management abont the representations contained in the consolidated financial
statements and unauwdited interima financial information. Management is responsible for
affirming to us in its representation letter and providing us information regarding the
recognition, measurement and disclosure of specific items, including but not limited to the

333

~3

................................................................................................................................................................................

19.

20,

o its assessment of the reasonableness of significant assumptions underlying fair value
measurements and disclosures in the consolidated financial statements or used to support
amounts in the consolidated financial statements;

e any plans or intentions that may affect the carrying value or classification of assets and
liabilities;

¢ information relating to the measurement and disclosure of transactions with related
parties;

# an assessment of all areas of measurement uncertainty known to management that are
required o be disclosed in accordance with CICA HB Section 1508, Measurement
Uncertainty,

o information relating to clalms and possible claims, whether or not they have been
discussed with the Company’s legal counsel;

s information relating to other Habilities and contingent gains or losses, including those
associated with guarantees, whether written or oral, under which the Company is
contingently liable;

e information on whether the Company has satisfactory titls to assets, whether lens or
encumbrances on agsets exist, or whether agsets are pledged as collateral;

¢ information relating to compliance with aspects of contractual agreements that may affect
the consolidated financial statements; and

s infonmation concerning subsequent events.

At the conclusion of the applicable Audit Service, we obtain representation letters from
certain members of management to confinm significant representations on matters that are
directly related to items that are material, either individually or in the aggregate, to the
consolidated financial statements; matters that are not directly related to items that are
material to the consolidated financial statements but are significant, either individually or in
the aggregate to the engagement; and those that are relevant to your judgments or estimates
that are materal, either individually or in the aggregate, to the consolidated financial
statements, The responses to the inquiries of management, the written representations from
management and the results of our procedures comprise the evidential matter we will rely
upon in completing the applicable Audit Service.

Management of the Company is responsible for advising us of any documents or other
information provided during the course of the audit over which it intends to assert a claim of
privilege and should mark any such documentation accordingly as further described in the
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- attached additional Terms and Conditions (refer to the provision captioned “Auditor
Oversight”).

21, To assist BY in maintaining its independence from the Company, management of the
Company is rosponsible for the Company’s process for surveying officers and directors, and
for requesting that substantial stockholders, officers, and directors disclose matters to the
TTConipany for communication to BY regurding the natare of any divect orqwaterial sndirect- - -

business relationships that the substsntial stoclholder, officer, or director, or any member of
their immediate family (i.e., a person’s spouse, spouse equivatent, snd dependents), has with
BY or any of its affiliates, or an ownership interest of five percent or more in, or situations
-where they serve as an officer or director of any company (public or private) that has a direct

or materlal indirect business velationship with BY ot any of its affiliates,

Fees and Billings

22. We cgtimate that the fee for our audit of the 2007 consoliduted finanoial staternents will
vange from USHSI0,000 to USSE50,000 phus out of pocket expenses and the review of the
unandited interim financial information will range from US$53,000 to US$60,000 plus owt
of pocket expenses per quarter. However, our actusl fee may excesd the top of this range.
We will submit our invoices in accordance with the agreed upon billing schedule, and
payment of them will be made upon receipt.

s 23, Ouwr estimated feos and schedule of performance are based upon, among other things, our
o preliminary teview of the Company’s records and the vepresentations Company pevsonnel
oo have made to us, and are dependent npon the Company’s personnel providing a reéasonable
) level of assistance during the Audit Services. Should onr assurnptions with respect to these
matters be incorrect or should the results of our procedures, the condition of the records,

degree of cooperation, or other matters beyond our reasonable control require additional

sommitments by us beyond those upon wlich our estimmated fees are based, we may adjust

owr fees and planmed completion dates. In addition, fees for any consent to the use of the
audit report outside of Section 1(b) of the Addendium or any special avdit-related projects,
* such ag proposed business combinations or research and/or consultation on speeial business
or financial issues, will be billed separately from the fees referred fo above and may be the
subject of other written agrecments,

. Cenadian securitics legislation reguives that any reporting izsuer filing an auditor’s report

dated on or after March 30, 2004 must have that report signed by an anditing firm thas has
. regiatered with the Canadian Public Accountability Board ("CPAB").  Audit firms
| registered with CPAB are required to fund CPAB's costs, Fees are levied based on the most
recent audit fees as defined by CPAB, charged by the Canadian firm and reported in our
registration information. We will bill all reporting issuer clients a portion of the CPAB levy
J on a recovery basis. Your proportionate share will be based upon the most recent audit fees
v reported to CPAB and billed for your engagement, multiplied by the annnal levy rate st by
"~ CPAB, CPAB sets the rate annually and the fee for the most recent year that has been
! determinegd was 1.6% of audit fees. This amount will be charged at the effective CPAB rate
annually and will be billed when the annual invoice is received from CPAB,

)
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Use and Disclosure of the Audit Report
25. The use and disclosure of EY"s audit report shall be governed by the terms of the Addendum

attached to this letter, which form an integral part of this Agreement,

Other Muatters

26,

27,

23,

publivation for our review, Management of the Company bears the primary responsibility to
ensure the ammual report containg no migrepresentations. Management is also responsible
for identifying subsequent events and providing appropriate disclosure in, and/or adjustment
of, the audited financia] statements ag a result of such ovents as required by generally
accapted aocounting principles, We will review the report for consistency between the
annval finaneial statements and other information contained in the report, and to determine
if the financial statements and our report thereon have been accurately reproduced, If we
identify any errors or inconsistencies which may impact on the financial statements, we will
advise management and the Audit Commities as appropriate,

By your signature below, you confirm that the Cownpany, throngh its Board of Directors, has
authorized the Audit Conumittes to enter into this Agreement with us on the Company's
behalf and that you have been expressly authorized by the Aundit Committes to executo this
Agreement on behalf of, and to bind, the Company.

The attached additional Terms and Conditions form an integral part of this engagement
letter and govern our respective rights and obligations arising therefrom.

EY appreciates the opportundty to be of assistance to the Company, If this Agreement accurately
reflects the terms on which the Company has agreed to engage EY, please sign below on behalf
of the Company and return it to Fred Clifford.

Yours very truly,

Dinat ¥ Ypoug 110

Chartered Acopuntants
Licensed Public Accountants

Acknowledged and agreed:
Sino-Forest Corporation

("

»

“The Company shall provide 1o ts copies of the Printer’s oo of 1 aniual report prio - -
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Addendum
Use and Disclosure of the Audit Repo

{1) Anmual Financial Statements

(a) E&Y acknowledges that the Company is a reporting issuer wnder Canadian securities
- legislation and/or-is-subject to-seourities legislation in other. jurisdictions. and has.an obligation. . ... ... ..
- to:
(i) file its annual finsncial statements and E&Y’s accompanying audit report (referred to ag the
“audit report”™) with the securities regulators having Jurisdiotion over the Company; and
(i1} mail those documents to its security holders, either as part of the Company’s annual
report to shareholders (referred to as the *annual report”) or separately.

Filing those decuments and/or including them in the annual report will result in such documents
being “released” ag that term ls defined in seetion 138.1 of the Securities Act (Ontario),

(b) B&Y hereby consents (within the memiing comtsmplated by section 138,3(1)(®)(iT) of the
Securities Act (Ontario)) to the annual filing of the audit report and to the Inelusion of the audit
report in the annual report if all of the conditions set out below are met, The effeetive date of
such consent is deemed to be the date of the audit report, The conditions are as follows:

{I) the filing of the audit report or the mailing of the annual report, as the vase may be, oogurs
within 5§ business days of the date of the awdit report;

L (if) neither the chief executive officer nor the chief financlal officer of the Company is aware of

S anything which would result in the financial siatements containing a misrepresentation (as

such terin Is defined in section 1(1) of the Seeuriviey Aot (Ontario));

(iit)since the date of the audit report no “material change” (an that term s defined in section
1(1) of the Securities Act (Ontario)} oy other event hay ooourred, or information become
available, that would require disclosure it or adjustment to the financial statements to make
those statements ourrent and in sccordance with Canadian generaBly sccepted accounting
principles as of the date that they are being released; and

(iv) the consent provided in this engagement leiter has not been withdrawn in writing before the
andit report is filed and/or the annual report is mailed.

(¢) E&Y expressly does not consent to the use of the audit report, or the opinions expressed in the
audit report, in any “document”™ or “public oral statement” (as those ters are defined in section
138.1 of the Securities Act (Ontario)), in any other cirpumstance, In particular, E&Y does not
consent to:

(i) the filing of the audit report after the outside date referred to in paragraph (b)(i);

| (if) the inclusion of the audit report in the annual report if the annual report is mailed after the
~~~~~~~~~ outside date referred to in paragraph (b)(i);

(iii) the inclusion of the audit report in;

{1} aprospectus, a takeover bid circular, an issuer bid ¢ircular, a directors’ cirenlar, a rights
offering circular, or other document related to =& distribution, purchase or sale of
securities of the Company or another reporting issuer;

(2) a business acquisition report or similar document filed by another reporting issuer; or A \ A
\
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(3) any “document” (as that termn is defined in section 1381 of the Securities Act
(Ontario)) other than as specified in 1(b); or
(iv) the Company or any other person summarizing or quoting from the audif report in any
“document” or “public oral statement” (as those terms are defined in section 138.1 of the
Securities Act (Ontario)),

"y I e Cormpany Wishes o (i) file'the sudic report With o sesurites vomsnission after the ouside -
date referred to in paragraph (b)(I) but within the time gpecified by the applicable scourities
legislation; or (i) include the audit report in the annual report if the annual report is mailed
after the outside dete referred 1o in paragraph (1)) then;

(1) = further written consent from E&Y is required; and

@ E&Y will undertake such additional procedures us are required in socordance
with professional standards to enable it to determine whether it com furnish ifs
further written consent,

If, afier cormpletion of the dpplicable procedures, E&Y is in a position to provide its further
written consent to such use, it will do so in accordance with Assurance Guideline No, 44, The
Auditor’s Written Consent to the Use of the Audit Report in a Continuous Disclosure
Document, published by the Canadian Institute of Chartered Accountants,

(e) If the Company wishes to include, smmmarize, quote from or othersiae vse the audit report in
any “document” or “public oral statement” {as those torms are defined in seotion 1381 of the
Securities Act (Ontario)), in any manner oflier than that pertnitted wnder paragyaph (0) or (d),
the following procedures will apply:

(@) the Company will, in writing, request E&Y 's further writien consent to that use;

(ii) if B&Y aprees that the roequest is au appropriste use of the audit report, the Company and
E&Y will enter into an engagement Jetter seiling oot the terms of such engagoment,
including the scope of the procedures 1o be undertaken by B&'Y and its feo for performing
these services; and

(i E&Y will undertake such additional procedures as are required in accordangs with
professional standards to enable it to determine whether jt can furnish its further written
consent.

If, after completion of the applicable procedures, E&Y is in a position to provide its further
written consent to such use, it will do 8o In accordance with Assurance Guideline No. 44, The

Auditor's Written Consent to the Use of the Audit Report tn a Comtinuous Disclosure
Document, published by the Canadian Institute of Chartered Accountants,

(2) Interim Financial Statements
We expressly do not gonsent t the use of any communication, report, statement or opinion
prepared by B&Y on the interin financial statements and sucly communication may not be included

fn, sunmarized in, quoted from or otherwise used in any “document’ or “public oral statement” (as
gueh terms are defined In section 138,1 of the Securities Aet (Ontario)),
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Terms and Condltions

Except as otherwise specifically provided in the engagement letter or contract to which these terms and
conditions are attached (collectively, the "Agreement”) the following additional terms and conditions
shall apply. As used herein "EY" refers to the Canadisn firm of Erngt & Young LLP, "EY Entities"
means BY, all members of the global Bmst & Young network, Brnst & Young Global Limited, snd any of
their respective affiliates (and "EY Putity" means any one of them),

1u - Services « BY shall exercise dug professional care.and competence in. the performance. of the services..

provided pursnant to this Agresment (the "Services®),

2. Unexpected Events - If changes to the scope or timing of sy Services are required becanse of a
change in applicable law or profegsiona! standards or events beyond a party's reagonable control, but
not involving its fault or negligence (anty of which, a "Change"), the parties agyee to adjust the fees
for, and/or thming of, the Services appropriately and, If necessary, client will obtain Andit Committae
approval of such adjustments. Each party shall be excused from defanlt or delay in the performanee
of ita obligations {other than payment obligations) under this Agreement 10 the extent caused by 2
Change.

3. Client Datr & Yuformation - Client will provide, or cause to be provided, to BY in a thmely mamer
- complete and scourate data and information ("Client Data") and access to rosources as may be
reasonably required by EY to perform the Services. EY may disclose Client Data to other BY
Entlties for the purpose of rendering the Services. EY may alse disclose Client Data to other BY
Entities for the purposes of fulfilling its professionn] obligations to menaga confliots of interest and to
muiniadn auditor independence as well ag to implement standardized performance recording and
, documentation systems within the global Emst & Young network. EY Entities or their service
s providers may store Client Data, which may include personal information, outside of Canada,

4. Confidentiality - Subject to the other terms of this Agreement, both client and EY agree that they
will take reasonable steps to maintain the confidentlality of amy proprictary or confidential
information of the other.

5, EY Waiver Re: Tax Advice - Notwithstanding any confidentiality obligations or other restrictions
on disclosure contained in this Apreement, with regard to;

(a) sny oral or written statement or advice related to taxes provided by EY with regard to a
person or entity that: :

{{) has any filing obligation with the US Internal Revenue Service, or

(1) qualifies as a U8 Controlled Forelgn Corporation (Le., 8 nen-UE corporation that has U8
sharcholders (US persons that dirgetly or indirectly own 10% or more of the fotal
combined voting power of all of the olagsos of stock of such non-US sorporation) that
own in the aggregate more than 50% of the total vote or value of such non-US
corporation);

(b) any oral or written statement or advice regarding US taxes or tax advice related to a
transaction that could affeot a US tax; or

(¢) where SEC audit independence restrictions apply to the relationship between client and any
BY Entity, any oral or written statement or advice to client ag (0 any potential fax
consequences that may result from a transaction or the tax treatment of an item,

(together, (2), (b) and (c) referred to as “Tax Advice"),

\(\
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EY expressly authorizes chent to disclose to any and all pevsons, without limitation of any kind, any

such Tax Advioe, including any faet thar may be relevant o understanding such Tax Advice, and all-

materials of any kind (including opimons and other tax analyses) provided to client in rolation to such
Tax Advies. However, beonuse the Tax Advies is salely Por the banefit of olient and is not to be
relied upon by any other porson or entity, client shall inform: those to whom 1t disoloses any sueh
mformation that they may not rely upon auy of it for any purpose without EY”s prior written consent.

Frivacy - Client confismis to EY that it has obtained any consents that mpy be reguired under

. appligable. pmvacy logislation for any colleotion, use or disolosure of personal information that s
necessary i order for BY to provide the Services, " HY shall 4dtiad to spplicible privecy Teglstation -

when dealing with personal information that was obtained from client.

Anditor Oversight - Cliont hereby acknowledges that BY may from time to time receives reguests or
orders from the Canadian Public Accountsbility Board or from professioval, securities or other
regilatory ov governmental suthorities fhat {ulfill dedlar fonctions (both T Canada and abroad) to
provide them with information and copies of docurnents in BY's files including EY's working papers,
and other work-product relating to client's affelrs, Cliont congents to BY providing or producing, as
applicable, these documents and fnformation withowt frthier reference to, or autherity from, ollent,
Except where probibited by law, if & request or order is direotly velated to an ingpection or
investigation of Y audit of ellent, EY will advise client of the request or ordet.,

When a regulatory authority requests agoess to BY's working papers and other work-product velating
to client's affairs, EY will, on a reasonpble efforts basis, refiise socess to any desuraent over which
olient has expressly informed BY that client asserts privilege, except where diselosure of doouments
is required by law or requested by a provineial Fstitute/Order of Chartered Acconntants pursuant to
its statutory suthority, Client must mark any decunent over which it asserts priviloge ag privileged
and inform EY of the grovnds for client's nssertlon of privilege (such as whether it ¢laims solicitor-
client privilege or litigation privilege).

EY will also be required to provide information relating to the fees that EY colleats from client for

the provision of audit services, other accounting services and non-audit services.

Tnternet Compunications » Unless otherwise agreed with olient, BY and ofher BY Entitles may
sorrespond by merns of the Internet or other electronio media or provide information to cllent in
electronio form. There are inherent tisks nssociated with the clectronis transmission of information
on the Infeinet or otherwise, BY cannot gusranies the seourily and infegrity of any eleotronic
communiocations sent or received in relatlon to this enpagement and cnnnot guarates that
transmissions or other electtonio information will be free fom kfvotion by vivuses or other forme of

malicious software,

Right {0 Terminate Serviges - Subject to any applicable professional standards and legislation,
either party may terminate this Agreement, with or without causs, by providing weitten notice to the
other party, I the event of carly termination, for whatever reason, client will be invoiced for time
and expenses incurred up to the end of the notice period together with reasonable time and expenses
inetrred to bring the engagement to a close in a prowapt and orderly manmer, EY shall also have the
right, upon 7 days prior noties, to sugpend performance of the Services in the event client fails to pay
any arpount required to be pald under this Agreement,

. Expenses « Client shall reimburse EY for all reasonable expenses inotmred in connection with the

performance of the Services, The costs of administrative items such as wlephone, research material,
facsimiile, overnight mail, mossenper, administrative support, among others will be billed to client at
11.5% of EY's fees for professional services. Ressonable and customary out-of-pocket expenses for
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items such as travel, meals, accommedations and other expenses specifically related to this
engagement will also be charged.

. Billing & Taxes - Bills including expensoy will be rendered on a regular basis as the assignment

progresses, Ascounts me due when rendered, Interost on overdue accaunts 38 calonlated at the rate
notad on the involce commencing 30 dayy following the date of the invoice, The fees, expensss and
other charges payable pursuant (o this Agreement do not inolude taxes or duties. All applicable taxes
or duties, whethier presently in foroe or imposed in the future, shall be assumed and paid by cliont

- witheut deduotion, from the fres, expenses and charges hereunder,

13

14.

the Province of Ontario and the laws of Canada applicable thevein, without regard to principles of
conflicts of law, The parties hereby hpevewably and unconditionslly submt and stlom fo the
exclusive jurisdictlon of the courts of the Provinoe of Ontario in connegtion with eny dispute, clalm ov
other matter arlsing cut of or velating to this Agreement or the Services.

EY Reports - BY retaing all sopyright and other intellectual property rights it everything developed,
designed or created by BY elther bofore or during the course of an engagement including systems,
methodologies, software, kiow-how and worliing papers. EY also refains all copyright and other
inielloctual property rights in all reports, advice or othor comemications of any kind provided to
client in suy form (written or otherwise) during the course of an engagement ("Reports"), although
olient shall have the (Il right to use any Reports within Its own orpandzation. Any Reporis are
provided solely for the purpose of this engagement. Subject to "EY Waltver Re: Tox Advize" sbove,
1o Report (and no portion, surnmary or abstract fhiereof) may be disclosed o any third parly without
EY's prior written consent, ‘Without lwmitation, except us otherwise specifically sgreed in the
engagement letter into which these termg sod conditlons ave insorporated clent sgrees that it will not,
and will not permit others to, refer to EY or reproduce, quote or refer to any Report (or any portion,
simenary or sbstract thereof) in any docwnent filed or distributed in conmection with ) s prrchase or
sale of seoutities or (i) continons disclosure obligations vnder applicable seourities lawa, EY docs
not assume any duties or obligations to third parties who may obfain access to any Reports. Any
services or procedures performed for ¢lient were ot planned or conducted (§) in contemplation of
relanioe by partioular thivd parties (1) with respect 1o any spesific tansaction contermplated by a third
purty or (ili) with respest to the intexests or requivements of parijculer third parties. Client may not
toly on any deaft Report,

Limitation of Liability - To the fullest extent permitied by law and regardless of whether such
I{ability iz based on breach of contract, tort (including negligenos), striet Hability, failure of essential
purpose or otherwise,

(a) EY's liability shall be several and not joint and several, solidary or in solidur end BY shall only
be ligble for its proportionate share of any total lability based on degree of faolt baving regard to
the contribution to any lose or damnge in question of any nther persons respounsible and/or liable
for such loss and damage;

(b) in no event shall either party be liable to the other for any consequential, incidental, indirect,
punitive or special damages (including loss of profits, data, business or goodwill) in connection
with the performance of the Services or otherwise under this Agreement, even if the relevant
party has been advised of the likelihood of such damages; and

(c) in any case the total apgregate Hability of BY arising out of or relating to this Agreement or the
Services shall be Hmited to the greater of (i) the total fees paid to BY for the Services and (i)
51,000,000, This paragraph ghall not Hmit BEY's Hability for death, bodily injury or physical
damage to tangible properiy caused by the negligent acts or omissions of EY, and shall not limit
EY's liability for Joss or damage cansed by the fraud or wilful rmisconduct of EY,
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For the purposes of this section ("Limitation of Liability™), the term EY includes all other EY Entities
and any subcontractors, members, shareholders, directors, officers, managers, pariners or etnployees
of EY or any other EY Eutity,

Global Resowrces - BY may use the services of personnel from other EY Entities to assist it in
providing the Services. EY shall be solely responsible for the performance of the Services and all of
the other lisbilitles and obligations of BY under this Agresment whether or not parformed, in whole

or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity. Chent and

wo--its affiliates. or.other. persons. v, entities. for, or in. respest.of which any, of the, Services are provided

ghall have no recourse, and shall bring no claim, against any EY Entity other than EY, or against any
subcontractors, members, shareholders, divectors, officers, managers, partners or employees of EY or
any other EY Entity, or any of their vespeotive assets, in connection with the performence of the
Services or otherwise wnder the Agresment. Other EY Entities and any subgontractots, members,
shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity shall
have the express benefit of this section and shall have the right to rely on and enforce any of its terms,

o
i

16, No Appliestion - The preceding two seotlons (Liméitation of Liability, Global Resources) shall not
apply to the extent prohibited by applicabls law or regulation (including for these purposes spplicable
miles and interpretations of the US Seourities and Exchangs Commuission velating to auditor
independence and any applicable rules or gnidance from a provincial Institute/Order of Chartered
Acoountants having jurisdiction),

Solicitation & Hiring of EY Personnel - EY's independence could be compromised if client were to
hire certain EY personnel, Without the prior written consent of EY, client shall not solicit for
enployment or for ¢ position on ite Board of Direciors, nor hive, any curent or former pariner or
professional employee of any of BY, any affiliate thereof or any other BY entity, if such partoer or
) professional employee has been involved in the performance of any audit, voview, sttest or assurance
el gervice for or velating to olient at any time since the date of filing of olient's most recent financial

staternents with the relevant securities regulator(s) or stock exclhange(s) (or, If clent has not

previously filed such financial statements, since the beginning of the most revent fiscal year t be
- covered by client's first such financlal statements), or int the 12 months preceding that date,

18, Severability - In the event any provision of this Agreement is defermined to be invalld, illegal or
unenforceable, in whole or in part, such provision shall be deemed severed from this Agrecment to
the extent required and the remainder of this Agreement shall remaln in full force and effect,

17

19, Legal Proceedings - In the event B'Y s requested by olient or 8 vequited by govermunent regulation,
subpoena, ot other legal process to produce documents or personmel as wilnesses with respeot {o fli
engagement for client, and provided that EY is not a party to the legal proveedings, client shall
reimburve BY for professional thme and expenses, as well as the feés and expenses of cotmsel,

' incurred in responding to such requests,

20, LLY Stntns - BY is a registered Hrmited Hability parinership ("LLP") continued undex the laws of the
province of Ontario and js registered a8 an extra-provincial LLP in Quebos and other Canadian
provinces. Generally, a pariner of an LLF has a degree of limited Hability protection in that he or she
is not personally lable for any debts, obligations ov labilities of the LLP that arise from the
negligence of another partner or auy person under that partoer's direct supervision or control. As an

: LLP, EY is required fo maintain certain insurance. EY's insurance exceeds the mandatory
' professional liability insurance requirements established by any provineial Institute/Order of
Chartered Accountants.

EV.RMY D07 NNR2AN



342

. ENERNST&YOUNG

g

21, Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be
construed to create a partriership, joint venture or other relationship betwesn EY and client. Neither
party shall have the right, power or authority to obligate or bind the other in any mamner. This
Agreement shall not be modified except by written agreement signed by the parties. This Agreement
may not be assigned in whole or in part by client without EY's prior writien consent, not to be
unreasonably wititheld. Any terms and provigions of this Agreement that by their nature operate
beyond the term or expiry of this Agreement shall survive the termination or expiry of this

- Agreement, . including . without . limitation., those. provisions, headed. Client. Data | & fnformation, .
Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limitation of Liabzlzty, Global
Resources, Solicitation & Hiring of EY Personnel, and Legal Proceedings. The provisions of this
Agreement shall operate for the benefit of, and may be enforced by, other EY Entitles and any
subcontractors, members, shareholders, directors, officers, managers, partners or employees of EY or
any other EY Entity, This Agreement constitutes the entire agreement between the parties relating fo
its subject matter and supetsedes all prior representations, negotiations and understandings.
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vancouver, Brilish Columbla V7Y 17
Tol: 504 891 8200

Fax: 604 645 5422

Sy.comica

August 7, 2008

Sino-Forest Corporation
90 Burnhamthorpe Rd W., Suite 1208
Mississauga, ON, L5B 3C3

Attention: Mr. David Horsley, CFQO

Dear Mr. Horsley:

1.

This engagement letter, including any additional terms that are atiached, (collectively, the
“Agreement”) confirms the terms upon which Emst & Young LLP (*we” or “EY") has been
engaged to audit and report on the consolidated financial statements of Sino-Forest
Corporation (“Sino-Forest” or the “Company”) for the year ending December 31, 2008. The
services described in this paragraph may hereafter be referred to as either “Audit Service” or
“Audit Services.”

Consolidated Financial Statement Audit Responsibilities and Limitations

2.

The objective of the audit is to express an opinion on whether the consolidated financial
statements present fairly, in all material respects, the financial position, results of operations
and cash flows of the Company in conformity with Canadian generally accepted accounting
principles. Should conditions not now anticipated preclude us from completing the audit
and issuing a report, we will advise the Audit Committee and management promptly and
take such action as we deem appropriate,

We will conduct the audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain reasonable,
rather than absolute, assurance that the consolidated financial statements taken as a whole
are free of material misstatement, whether caused by error or frand or illegal acts whose
consequences have a material effect on the consolidated financial statements. As the
Company is aware, there are inherent limitations in the audit process, including, for
example, the use of judgment and selective testing of data, and the fact that much of the
audit evidence available to the auditor is persuasive rather than conclusive in nature.
Furthermore, because of the nature of fraud, including attempts at concealment through
collusion and forgery, an audit designed and executed in accordance with Canadian
generally accepted auditing standards may not detect a material fraud. Further, while
effective internal control reduces the likelihood that misstatements will occur and remain

EY-GMX-2008-002330
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undetected, it does not elinunate the possibility. For these reasons, we cannot guarantee that
fraud, error and illegal acts, if present, will be detected when conducting an audit in
accordance with Canadian generally accepted auditing standards. Accordingly, there is
some risk that a material misstatement of the financial statements would remain undetected.
Also, an audit is not designed 1o detect error or fraud that is immaterial to the consolidated
financial statements,

In accordance with professional standards established by the Canadian Institute of Chartered
Accountants (“CICA™), we will communicate certain matters related to the conduct and
results of the audit to the Company’s Audit Committee. Such matters include, when
applicable, disagreements with management, whether or not resolved; serious difficulties
encountered in performing the audit; our level of responsibility under professional standards
in Canada for the financial statements, for internal control, and for other information in
documents containing the audited financial statements; unrecorded audit differences that
were determined by management to be immaterial, both individually and in the aggregate, to
the financial statements as a whole; changes in the Company’s significant accounting
policies and methods for accounting for significant unusual transactions or for controversial
or emerging areas; our judgments about the quality of the Company’s accounting principles;
our basis for conclusions regarding sensitive accounting estimates; management’s
consultations, if any, with other accountants; and major issues discussed with management
prior to our retention.

We will obtain pre-approval from the Audit Committee for any services we are to provide to
the Company pursuant to the Audit Committee’s pre-approval process, policies and
procedures. In addition, in accordance with CICA Handbook Section 5751,
Communications with Those Having Oversight of the Financial Reporting Process, we will
comynunicate in writing to the Audit Committee any relationships between EY, its partners
and professional employees and Sino-Forest (including related entities) that, in our
professional judgment, may reasonably be thought to bear on our independence. Further, we
will confirm our independence with respect to Sino-Forest.

As part of our audit, we will consider, solely for the purpose of planning our audit and
determining the nature, timing, and extent of our audit procedures, the Company’s internal
control over financial reporting, Our consideration of internal conirol for the audit of the
financial statements will not be sufficient to enable us to express an opinion on the
effectiveness of internal control over financial reporting or to identify all significant
weaknesses,

If we determine that there is evidence that misstatements, resulting from error, other than

trivial errors, or that fraud or illegal or possibly illegal acts may exist or have occurred (other
than illegal acts that are considered inconsequential), we will bring such matters to the

EY-GMX-2008-002331
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attention of an appropriate level of management, The type and significance of the matter to
be communicated will determine the level of management to which the communication is
directed and whether the conumunication i8 also made to the Audit Committee, If we
become aware of fraud involving senior management or fraud (whether caused by senior
management or other employees) that causes a material misstatement of the consolidated
financial statements, we will report this matter directly to the Audit Committee. We will
also determine that the Audit Committee is adequately informed of misstatements, resulting
from error, other than trivial ervors and illegal or possibly illegal acts that come to owr
attention unless they are clearly inconsequential. In addition, we will inform the Audit
Committee and appropriate members of management of gignifieant andit adjustments, as
well as related party transactions identified by us that are not in the normal course of
operations and that involve significant judgments made by management concering
measurement and disclosure.

8. We will communicate in writing to management and the Audit Comynittee all significant
weaknesses in the design or implementation of internal controls to prevent or detect fraud or
error noted during our audit of the Company’s consolidated financial statements, In
addition, if we become aware that the Audit Committee’s oversight of the Company’s
external financial reporting and internal control over financial reporting is ineffective, we
will communicate our conclusion in writing to the Board of Directors.

9.  We also may communicate to the appropriate levels of management other opportunities we
observe for economies in or improved controls over the Company’s operations. The matters
communicated will be those that we identify during the course of our audit. Audits do not
vsually identify all matters that may be of interest to management in discharging its
responsibilities.

Reviews of Unaundited Interim Financial Information

10. We will perform a review of the Company’s unaudited interim financial information in
accordance with CICA, Handbook Section 7050, Auditor Review of Interim Financial
Statements, for the first, second and third quarters of the Company’s fiscal year and we will
report orally to the Audit Committee in this regard.

11. Areview of interim financial information cousists principally of performing analytical
procedures and making inquiries of management responsible for financial and accounting
matiers. A review is substantially less in scope than an audit conducted in accordance with
Canadian generally accepted auditing standards, the objective of which is the expression of
an opinion regarding the financial statements taken as a whole. Accordingly, we will not
express an opinion on the interim financial information,

EY-GMX-2008-002332
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12. A review includes obtaining sufficient knowledge of the entity’s business and its internal

= control as it relates to the preparation of both anmual and interim financial information to:
I identify the types of potential material misstatements in the interim financial information and
consider the likelihood of their occurrence; and select the inguivies and analytical procedures

N that will provide us with a basis for communicating whether we are aware of any material
z modifications that should be made to the interim financial information for it to conform with

Canadian generally acoepted sccounting principles.

{ 13. Areview is not designed to provide assurance on internal control or to identify significant
weaknesses. However, we will communicate with the Audit Committee regarding any
) significant weakuesses noted during our review procedures.

14, If, during our review procedures, we determine there is evidence that fraud or illegal or

i possibly illegal acts exist or may have occurred (other than illegal acts that are clearly

| inconsequential), we will bring such matters to the attention of an appropriate level of
management, If we become aware of fraud involving senior management or fraud (whether
caused by senior management or other employees) that causes a material misstatement of the

: interim financial information, we will report this matter directly to the Audit Committee, We
will determine that the Audit Committee is adequately informed of illegal acts that come to
N our attention unless they are clearly inconsequential. We also will inform the Audit

b Committee and appropriate members of management of significant unrecorded differences
noted during our review procedures,

o Management’s Responsibilities and Representations

15. The preparation and fair presentation of the consolidated financial statements and unaudited

5 interim financial information in accordance with Canadian generally accepted accounting
principles are the responsibility of the management of the Company, Management is
responsible for establishing and maintaining effective interal controls, for properly

| recording transactions in the accounting records, for safeguarding assets, and for identifying

and ensuring that the Company complies with the laws and regulations applicable to its

activities.

16. Management of the Company is responsible for providing us with and making available
complete financial records and related data and copies of all minutes of meetings of
} shareholders, directors and committees of directors; information relating to any known or
‘ probable instances of non-compliance with legislative or regulatory requirements, including
financial reporting requirements; and information regarding all related parties and related
| party transactions. Failure to provide this information on a timely basis may cause us to
delay our report, modify our procedures or even terminate the engagement.

EY-GMX-2008-002333
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17. Management of the Company is responsible for adjusting the consolidated financial
statements and unaudited interim financial information to correct material misstatements and
for affirming to us in its representation letter that the effects of any unrecorded differences
accumulated by us during the applicable Audit Service and pertaining to the latest period

presented are immaterial, both individually and in the aggregate, to the conselidated

- financial statements and unaudited interim financial information taken as a whole.

b

18, The design and implementation of internal controls to prevent and detect fraud and error are
the responsibility of the Company’s management, as is an assessment of the risk that the
consolidated financial statements may be materially misstated as a result of fraud,

L Management of the Company is responsible for apprising us of all known instances of fraud
i or suspected fraud, illegal or possibly illegal acts and allegations involving financial
improprieties received by management or the Audit Committee (regardless of the source or
form and including, without limitation, allegations by “whistle-blowers,” employees, former
employees, analysts, regulators or others), and for providing us full access to information
and facts relating to these instances and allegations, and any internal investigations of them,
on a timely basis. Allegations of financial improprieties include allegations of manipulation
of financial results by management or employees, misappropriation of assets by management
or employees, intentional circumvention of internal controls, inappropriate influence on
related party transactions by related parties, intentionally misleading EY, or other allegations
of illegal acts or fraud that could have a non-trivial effect on the financial statements or
otherwise affect the financial reporting of the Company. If the Company limits the
. information otherwise available to us under this paragraph (based on the Company’s claims
i of solicitor/client privilege, litigation privilege, or otherwise), the Company will
immediately inform us of the fact that certain information is being withheld from us. Any
such withholding of information could be considered a restriction on the scope of our Audit
Services and may prevent us from opining on the Company’s financial statements; prevent
us from consenting to the inclusion of previously issued auditor’s reports in future Company
filings; or otherwise affect our ability to continue as the Company’s auditors. We will
| disclose any such withholding of information to the Audit Committee.

19. Asrequired by Canadian generally accepted auditing standards, we will make specific
inquiries of management abouf the representations contained in the consolidated financial
statements and unaudited interim financial information. Management is responsible for
affirming to us in its representation Jetter and providing ns information regarding the
recognition, measurement and disclosure of specific items, including but not limited to the

i following:

; » its assessment of the reasonableness of significant assumptions underlying fair value
: measurements and disclosures in the consolidated financial statements or used to support
amounts in the consolidated financial statements;

EY-GMX-2008-002334
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* any plans or intentjons that may affect the carrying value or classification of assets and
liabilities;

* information relating to the measurement and disclosure of transactions with related
parties;

L ¢ an assessment of all areas of measurement uncertainty known to management that are
required to be disclosed in accordance with CICA HB Section 1508, Measurement
Uncertainty,

¢ information relating to claims and possible claims, whether or not they have been
discussed with the Company’s legal counsel;

e information relating to other liabilities and contingent gains or losses, including those
associated with guarantees, whether written or oral, under which the Company is

! contingently liable;

 information on whether the Company has satisfactory title to assets, whether liens or

A encumbrances on assets exist, or whether assets are pledged as collateral,

J « Information relating to compliance with aspects of contractual agreements that may affect
the consolidated financial statements; and
¢ information concerning subsequent events,

20, At the conclusion of the applicable Audit Service, we obtain representation letters from

certain members of management to confirm significant representations on matters that are
b direct]y related to items that are material, either individually or in the aggregate, to the
consolidated financial stateraents; matters that are not directly related to items that are
material to the consolidated financial statements but are significant, either individually or in
the aggregate to the engagement; and those that ave relevant to your judgments or estimates
that are material, either individually or in the aggregate, to the consolidated financial
statements. The responses to the inquiries of management, the written representations from
management and the results of our procedures comprise the evidential matter we will rely
upan in completing the applicable Audit Service.

......

21. Management of the Company is responsible for advising us of any documents or other
information provided during the course of the audit over which it intends to assert 2 claim of
privilege and should mark any such documentation accordingly as further described in the
attached additional Terms and Conditions (vefer to the provision captioned “Auditor
Oversight”™).

- 22, Management shall make appropriate inquiries of the Company’s officers, directors, and
}; substantial stockholders to determine whether any business relationships exist between any
sucht officer, director, or substantial stockholder (or any entity for or of which such an
officer, director, or substantial stockholder acts in a similar capacity) and EY or any other
member firm of the global Emst & Young organization, other than one pursuant to which
such a member firm performs professional services. For this purpose, a “substantia)
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stockholder” is a person or entity (excluding mutual funds) that owns a beneficial interest of
five percent or more of the Company,

23, Management shall discuss any independence matters with EY that, in its judgment, could

bear upon EY’s independence.

Fees and Billings

24, We estimate that the fee for our audit of the 2008 consolidated financial statements will

25.

range from $700,000 to $900,000 plus out of pocket expenses and the review of the
unaudited interim fnancial information will range from $60,000 to $75,000 plus out of
pocket expenses per quarter. However, our actual fee may exceed the top of this range based
on changes to the business (e.g., nature of the business or change in business entities) or
additional scope work. We will submit our invoices in accordance with the agreed upon
billing schedule, and payment of them will be made upon receipt,

Our estimated fees and schedule of performance are based upon, among other things, our
preliminary review of the Company’s records and the representations Company petrsonne]
have made to us, and are dependent upon the Company’s personnel providing a reasonable
level of assistance during the Audit Services. Should our assumptions with respect to these
matters be incorrect or should the results of our procedures, the condition of the records,
degree of cooperation, or other matters beyond our reasonable control require additional
commitments by us beyond those upon which our estimated fees are based, we may adjust
our fees and planned completion dates, Circumstances that may significantly affect the
targeted completion dates and our fee estimate include, but are not limited, to the following:

Audit Faciliation

(a) Changes to the timing of the engagement at the Company’s request;

{(b) Audit schedules are not (i) provided by the Company on the date requested, (i)
completed in a format acceptable to EY, (ii) mathematically correct, or (iv) in agreement
with Company records (e.g., general ledger accounts),

(c) Significant delays in responding to our requests; .

(d) Deterioration in the quality of the Company’s accounting records during the current year
in comparison to the prior year;

(e) A completed trial balance, referenced to the supporting analyses and schedules and
financial statements, is not provided timely by the Company;

(f) Draft financial statements with appropriate supporting docwinentation are not prepared
accurately and timely by the Company;

{g) The engagement team, while performing work on the Company’s premises, is not
provided with high-speed access to the Internet for purposes of conducting the engagement.

EY-GMX-2008-002336



EY-GMX-2008-002330/8 351
. T

Mm”“m'H““”miHHHHH]HHH.HW” I ERnsT & YOUNG

~3
(o]

«««««

Significant Issues or Changes
(a) Significant weaknesses are identified in the Company’s internal contro! over financial

reporting that result in the expangion of our audit procedures;
(b) A significant level of proposed audit adjustiments;
(¢) A significant number of financial statement drafts are submitted for our review or a
! significant level of deficiencies in the draft financial statements;
(d) Significant new Issues or changes, such as new accounting issues, changes i accounting
- policies, events or transactions not contemplated in our budgets; changes in the Company’s
i financial reporting or IT systems, or changes in the Company’s personnel, their
' responsibilities or their availability,
(e) Changes in audit scope caused by events that are beyond our control,

26. In addition, fees for any consent to the use of the audif report outside of Section 1(b) of the
Addendum or any special audit-related projects, such as proposed business combinations or
research and/or consultation on special business or financial issues, will be billed separately
from the fees referred to above and may be the subject of other written agreements
supplemental to those in this Agreement.

27. Canadian securities legislation requires that any reporting issuer filing an auditor’s report
dated on or after March 30, 2004 must have that report signed by an auditing firm that has
registered with the Canadian Public Accountability Board (“CPAB”). Audit firms registered
with CPAB are required to fund CPAB’s costs, Fees are levied based on the most recent
audit fees as defined by CPAB, charged by the Canadian firm and reported in our

| registration information. We will bill all reporting issuer clients a portion of the CPAB levy

V on a recovery basis, Your proportionate share will be based upon the most recent audit fees

reported to CPAB and billed for your engagement, multiplied by the annual levy rate set by

CPAB. CPAB sets the rate annually and the fee for the most recent year that has been

determined was 1.6% of audit fees; however, the fee is subject to adjustment by CPAB.

This amount will be charged at the effective CPAB rate annually and will be billed when the
i annual invoice is received from CPAB.

Use and Disclosure of the Audit Report

28. The use and disclosure of EY’s audit report shall be governed by the terms of the Addendum
attached to this letter, which form an integral part of this Agreement,

Other Matters

29, The Company shall provide to us copies of the printer’s proofs of its annual report prior to
publication for our review. Management of the Company bears the primary responsibility to
eusure the annual report contains no misrepresentations. Management is also responsible for
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identifying subsequent events and providing appropriate disclosure in, and/or adjustment of,
the audited financial statements as a result of such events as required by generally accepted
accounting principles, We will review the repott for consistency between the annual
financial statements and other information contained in the report, and to determine if the
financial statements and our report thereon have been accurately reproduced. If we identify
any errors or inconsistencies which may impact on the financial statements, we will advise
management and the Audit Committee as appropriate.

30. By your signature below, you confirm that the Company, through its Board of Directors, has
authorized the Audit Committee to enter into this Agreement with us on the Company’s
behalf and that you have been expressly authorized by the Audit Committee to execute this
Agreement on behalf of, and to bind, the Company.

31, The attached additional Terms and Conditions form an integral part of this engagement letter
and govern our respective rights and obligations arising therefrom,

EY appreciates the opportunity to be of assistance to the Company. To confirm the terms upon
which the Company has agreed to engage EY, please have this letter signed below where
indicated and return it to Ms, Linda Zhu, 700 West Georgia Street, P.O. Box 10101, Vancouver,
BC V7Y 1C7, Canada.

Yours very truly,

St + %W’?“P

Chartered Accountants

Agreed: Acknowledged on behalf of the

Sino-Forest Corporation Company's Audit Committes:
/ A y//Q 7%/

by _ ,ff/ by A prnd A.ffj

Name My, David l’,}d/lal:zy Namp: Mr. Jaiie T’Iydf'

Title: CFO / ( itlgh Chamnan of thel Audit Committee

EY-GMX-2008-002338



-f; | EY-GMX-2008-002330/10 353
“i” ”“WH”““HHH{UHHHH“““ £l ErNsT & YOUNG 77

Use and Disclosure of the Audit Report

(1) Annual Financial Statements

(a) EY acknowledges that the Company is a reporting issuer under Canadian securities
legislation and/or is subject to securities legislation in other jurisdictions and has an
obligation to;

(i) file its annual financial statements and EY’s accompanying andit report (referred
to as the “audit report”) with the securities regulators having jurisdiction over the
Company; and

(it) distribute those documnents to its security holders, either as part of the
Company’s annual report to shareholders (referred to as the “annual report”) or
separately.

Filing those documents and/or including them in the annual report will result in such
documents being “released” as that term is defined under applicable securities laws,

(b) EY hereby consents (within the meaning contemplated by applicable securities laws)
to the annual filing of the audit report and to the inclusion of the audit report in the
annual report if all of the conditions set out below are met. The effective date of such

consent is deemed to be the date of the audit report. The conditions are as follows:

(i) the filing of the audit report or the distribution of the annual report, as the case
may be, occurs within 5 business days of the date of the audit report;

(i) neither the chief executive officer nor the chief financial officer of the Company
is aware of anything which would result in the financial statements containing a
misrepresentation (as such term is defined under applicable securities laws);

(iif) since the date of the audit report, no “material change” (as that term is defined
under applicable securities laws) or other event has occurred, or information has
become available, that would require disclosure in or adjustment to the financial
statements to make those statements current and in accordance with Canadian
generally accepted accounting principles as of the date that they are being
released; and

(iv) the consent provided in this engagement letter has not been withdrawn in writing
before the audit report is filed and/or the annual report is distributed,

EY-GMX-2008-002339
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(¢) EY expressly does not consent to the use of the audit report, or the opinions
expressed in the audit report, in any “document” or “public oral statement”’ (as those
‘ terms are defined under applicable securities laws), in any other circumstance. In

particular, BY does not consent to:
"‘ (i) the filing of the audit report after the outside date referred to in paragraply (b)(i);

R (i) the inclusion of the audit report in the annual report if the annual report is
1 distributed after the outside date referred to in paragraph (b)(i);

(ii7) the inclusion of the audit report in;

(1) aprospectus, a takeover bid circular, an issuer bid circular, a directors’
cireular, a rights offering circular, or other document related to a
distribution, purchase or sale of securities of the Company or another
reporting issuer;

; ‘ (2) abusiness acquisition report or similar document filed by another reporting
issuer; or '

- (3) any “document” (as that term is defined under applicable securities laws)
other than as specified in 1(b); or

! (iv) the Company or any other person summarizing or quoting from the audit report
‘ in any “document” or “public oral statement” (as those terms are defined under
applicable securities laws).

(d) If the Company wishes to (i) file the audit report with a securities commission after
the outside date referred to in paragraph (b)(i) but within the time specified by the
‘| applicable securities legislation; or (if) include the audit report in'the annual report if
; the annual report is distributed after the outside date referred to in paragraph (b)(i)
then;

(1) a further written consent from EY is required; and
(2) EY will undertake such additional procedures as are required in accordance with
| professional standards to enable it to determine whether it can furnish its further

written consent.

If, after completion of the applicable procedures, EY is in a position to provide its further
written consent to such use, it will do so in accordance with Assurance Guideline No. 44,

sy
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The Auditor's Written Consent to the Use of the Audit Report in a Continuous Disclosure
Document, published by the Canadian Institute of Chartered Accountants,

(e) If the Company wishes to include, summarize, quote from or otherwise use the audit

‘ report in any “document” or “public oral statement” (as those terms are defined under
- applicable securities laws), in any manner other than that permitted under paragraph
(b) or (d), the following procedures will apply:

(i) the Company will, in writing, request EY s further written consent to that use;

(i) if BY agrees that the request is an appropriate use of the audit report, the

» Company and EY will enter into an engagement letter setting out the terms of

' such engagement, including the scope of the procedures to be undertaken by BY
and its fee for performing these services; and

(iii) BY will undertake such additional procedures as are required in accordance with
professional standards to enable it to determine whether it can furnish its further
written consent,

If, after completion of the applicable procedures, EY is in a position to provide its
further written consent to such wuse, it will do so in accordance with Assurance
Guideline No. 44, The Auditor's Written Consent to the Use of the Audit Report in a
Continuous Disclosure Document, published by the Canadian Institute of Chartered
Accountants.

{2) Interim Financial Statements
We expressly do not consent to the use of any communication, report, statement or opinion
prepared by EY on the interim financial statements and such communication may not be

included in, summarized in, quoted from or otherwise used in any “document” or “public
; oral statement” (as such terms are defined under applicable securities laws).

’w 12
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Terms and Conditions

Except as otherwise specifically provided in the engagement letter or contract to which these terms and
conditions are attached (collectively, the "Agreement") the following additional terms and conditions
shall apply. As used herein "EY" refers to the Canadian firm of Emst & Young LLP, "EY Entities"
means EY, all members of the global Emst & Young network, Ernst & Young Global Limited, and any
of their respective affiliates (and "EY Entity" means any one of them),

Ty 1. Services - EY shall exercise due professional care and competence in the performance of the services
provided pursuant to this Agreement (the "Services").

2. Unexpected Rvents - If changes to the scope or timing of any Services are required because of a

: change in applicable law ot professional standards or events beyond a party's reasonable control, but
not involving its fault or negligence (any of which, a "Change"), the parties agree to adjust the faes
for, and/or timing of, the Services appropriately and, if necessary, client will obtain Audit Commitiee
approval of such adjustments. Each party shall be excused {rom default or delay in the performance
of its obligations (other than payment obligations) under this Agreement to the extent caused by a
Change,

' 3. Client Data & Information - Client will provide, or cause to be provided, to EY in a timely manner
Y complete and accurate data and information ("Client Data") and access to resources as may be
reasonably required by EY to perform the Services, EY may disclose Client Data, including personal
information, to other EY Entities for the purposes of (i) rendering the Services, (ii) fulfilling EY
B Entities' professional obligations to manage conflicts of interest and to maintain auditor
| independence and (iif) implementing standardized performance recording and documentation systems

within the global Ernst & Young network, EY Entities or their service providers may process and
store Client Data, which may include personal information, outside of Canada,

4, Confidentiality - Subject to the other terms of this Agreement, both client and EY agree that they
will take reasonable steps to maintain the confidentiality of any proprietary or confidential
information of the other.

N 5. EY Wialver Re; Tax Advice - Notwithstanding any confidentiality obligations or other restrictions
: on disclosure contained in this Agresment, with regard to:

! (a) any oral or written statement or advice related to taxes provided by EY with regard to a
| person or entity that;
(i) has any filing obligation with the US Intemal Revenue Service, or
; (ii) qualifies as a US Controlled Foreign Corporation (i.¢., a non-US corporation that has US
! shareholders (US persons that direetly or indirectly own 10% or more of the total
combined voting power of all of the classes of stock of such non-US corporation) that

(-
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own in the aggregate more than 50% of the total vote or value of such non-US
-1 corporation};

7 (b) any oral or written statement or advice regarding US taxes or tax advice related to a
transaction that could affect a US tax; or

(c) where SEC audit independence restrictions apply to the relationship between client and any
EY Entity, any oral or written statement or advice to client as to any potential tax
consequences that may resuli from a transaction or the tax freatment of an jtem, -

— (together, (a), (b) and (c) referred to as "Tax Advice"),

EY expressly authorizes client to disclose to any and all persons, without limitation of any kind, any
such Tax Advice, including any fact that may be relevant to understanding such Tax Advice, and all
materials of any kind (including opinions and other tax analyses) provided to client in relation to
such Tax Advice. However, because the Tax Advice is solely for the benefit of client and is not to be
. relied upon by any other person or entity, client shall inform those to whom it diseloses any such

; information that they may not rely upon any of it for any purpose without EY’s prior written consent.

. 6. Privacy - Client confirms to EY that it has obtained any consents that may be required under
- applicable privacy legislation for any collection, use or disclosure of personal information that is
' necessary in order for EY to provide the Services. EY shall adhere to applicable privacy legislation
when dealing with personal information that was obfained from client. Personal information is
collected, used and disclosed by EY in accordance with EY's privacy policy, which is available at
http:/fwww.ey.com/ca.

7. Auditor Oversight - Client hereby acknowledges that EY may from time to time receive requests or
orders from the Canadian Public Accountability Board or from professional, securities or other

‘ regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to
- provide them with information and copies of documents in EY’s files including EY's working papers,
and other work-product relating fo client's affairs, Client consents to EY providing or producing, as
applicable, these documents and information without further reference to, or authority from, clieat.
L Except where prohibited by law, if a request or order is directly related 1o an inspection or
investigation of EY's audit of client, EY will advise client of the request or order.

iii] When a regulatory authority requests access to EY's working papers and other work-product relating
H to client's affairs, EY will, on a reasonable efforts basis, refuse access to any document over which
client has expressly informed BY that client asserts privilege, except where disclosure of documents
;;z is required by law or requested by a provineial Institute/Order of Chartered Accountants pursuant to
its statutory authority, Client must mark any document over which it asserts privilege as privileged
and inform EY of the grounds for client's assertion of privilege (such as whether it claims solicitor-
client privilege or litigation privilege).
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EY will also be required to provide information relating to the fees that EY collects from client for
the provision of audit services, other accounting services and non-audit services.

8. Internet Communications - Unless otherwise agreed with client, EY and other EY Entities may

2 correspond by means of the Internet or other electronic media or provide information to client in

""" 1, electronic form, There are inherent risks associated with the electronic transmission of information
on the Internet or otherwise. EY cannot guarantee the security and integrity of any electronic

communications sent or received in relation to this engagement and cannot guarantee that

transmissions or other electronic information will be free from infection by viruses or other forms of

malicious software,

31

1

“"f 9. Right to Terminate Services - Subject to any applicable professional standards and legislation,

’ either party may terminate this Agreement, with or without cause, by providing written notice to the
other party, In the event of early termination, for whatever reason, client will be invoiced for time
and expenses incurred up to the end of the notice period together with reasonable time and expenses
incurred to bring the engagement to a close in a prompt and orderly manner. EY shall also have the

, right, upon 7 days prior notice, to suspend performance of the Services in the event clieut fails to pay
e any amownt required to be paid under this Agreement,

‘ 10. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with the
L performance of the Services. The costs of administrative items such as telephone, research material,
! facsimile, overnight mail, messenger, administrative support, among others will be billed to client at
) 11.5% of EY's fees for professional services, Reasonable and customary out-of-pocket expenses for
== itemns such as travel, meals, accommodations and other expenses specifically related to this
! engagement will also be charged.

11. Billing & Taxes - Bills including expenses will be rendered on a regular basis as the assignment
progresses. Accounts are due when rendered, Interest on overdue accounts is calculated at the rate
noted on the invoice commencing 30 days following the date of the invoice. The fees, expenses and
other charges payable pursuant to this Agreement do not include taxes or duties, All applicable taxes
ot duties, whether presently in force or imposed in the future, shall be assumed and paid by client
without deduction from the fees, expenses and charges hereunder,

Ty
fme i &

12, Goveruning Law - This Agreement shall be governed by and construed in accordance with the laws
of the Provinee of Ontario and the laws of Canada applicable therein, without regard to prineiples of
L conflicts of law. The parties hereby irrevocably and unconditionally submit and attorn to the
] exclugive jurisdiction of the courts of the Province of Ontario in connection with any dispute, claim
or other matter arising out of or relating to this Agreement or the Services,

13. EY Reports - EY retains all copyright and other intellectual property rights in everything developed,
designed or created by EY either before or during the course of an engagerent including systems,

'«én;.!_
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methodologies, software, know-how and working papers, EY also retains all copyright and other
intellectual property rights in all reports, advice or other communications of any kind provided to
client in any form (written or otherwise) during the course of an engagement ("Reports"), although
client shall have the full right to use any Reports within its own organization, Any Reports are
provided solely for the purpose of this engagement. Subject to "£Y Waiver Re: Tax Advice" above,
o no Report (and no portion, summary or abstract thereof) may be disclosed to any third party without
EY's prior written consent. Without limitation, except as otherwise specifically agreed in the
engagement letter into which these terms and conditions are incorporated client agrees that it will
4 not, and will not permit others to, refer to EY or reproduce, quote or refer to any Report (or any
portion, summary or abstract thereof) in any document filed or distributéd in connection with (i) a
purchase or sale of securities or (if) continuocus disclosure obligations under applicable securities
laws. EY does not assume any duties or obligations to third parties who may obtain access to any |
Reports. Any serviges or procedures performed for client will not be planned or condueted (i) in
contemplation of reliance by particular third parties (ii) with respect to any specific transaction

‘ contemplated by a third party or (iii) with respect to the interests or requirements of particular third
f parties, Client may not rely on any draft Report.

o mim e

- 14, Limitation of Liability - To the fullest extent permitted by law and regardless of whether such
: liability is based on breach of contract, tort (including negligence), breach of statute, sirict liability,
failure of esgential purpose or otherwise,

: (a) EY's liability shall be several and not joint and several, solidary or in solidum and EY shall only

ol be liable for its proportionate share of any total liability based on degree of fault having regard to

. the contribution to any loss or damage in question of any other pc:sons responsible and/or liable

1 for such loss and damage; .

{b) in no event shall either party be liable to the other for any consequential, incidental, indirect,
punitive or special damages (including loss of profits, data, business or goodwill) in connection

§ with the performance of the Services or otherwise under this Agreement, even if the relevant
party has been advised of the likelihood of such damages; and

(c) in any case the total aggregate liability of EY arising out of or relating to this Agreement or the
Services shall be limited to the greater of (i) the total fees paid to EY for the Services and (ii)
$1,000,000. This paragraph (c) shall not limit Hability for death, bodily injury, physical damage
to tangible property, fraud or wilful misconduct.

i For the purposes of this section ("Limitation of Liability™), the term EY includes all other EY Entities
] and any subcontractors, members, shareholders, directors, officers, managers, partners or employees
of EY or any other EY Entity.

’ 15. Global Resources - EY may use the services of personnel from other EY Entities to assist it in
providing the Services. EY shall be solely responsible for the performance of the Services and all of
the other habilities and obligations of EY under this Agreement whether or not performed, in whole
or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity, Client and
its affiliates or other persons or entities for or in respect of which any of the Services are provided
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' shall have no recourse, and shall bring no claim, against any EY Entity other than EY, or against any

. subcontractors, members, shareholders, directors, officers, managers, partners or employees of EY or
a any other EY Entity, or any of their respective assets, in connection with the performance of the
Services or otherwise under the Agreement, Other EY Entities and any subcontractors, members,
shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity shall
-1 have the express benefit of this section and shall have the right to rely on and enforce any of its
terms.

Ty 16. No Application - The preceding two sections (Limitation of Liability, Global Resources) shall not
apply to the extent prohibited by applicable law or regulation (including for these purposes
applicable rules and interpretations of the US Securities and Exchange Commission relating to
auditor independence and any applicable rules or gnidance from a provineial Institute/Order of

d Chartered Accountants having jurisdiction).

i 17. Solicitation & Hirtng of EY Personnel - BY's independence could be compromised if client were to
i hire certain EY personmel. Without the prior written consent of EY, client shall not solicit for
employment or for a position on its Board of Directors, nor hire, any current or former partner or
= professional employee of any of EY, any affiliate thereof or any other EY Entity, if such partner or
professional employee has been involved in the performance of any audit, review, attest or assurance
service for or relating to client at any time since the date of filing of client's most recent financial
- f statements with the relevant securities regulator(s) or stock exchange(s) (or, if client has not
previously filed such financial statements, since the beginning of the most recent fiscal year to be
- covered by client's first such financial statements), or in the 12 months preceding that date,

: 18, Severability - In the event any provision of this Agreement is determined to be nvalid, illegal or
unenforceable, in whole or in part, such provision shall be deemed severed from this Agreement fo
4 the extent required and the remainder of this Agreement shall remain in full force and effect,

19. Legal Proceedings - In the event EY is requested by client or is required by government regulation,
subpoena, or other legal process to produce documents or personnel as witnesses with respect o the
engagement for client, and provided that EY is not a party to the legal proceedings, client shall
reimburse EY for professional time and expenses, as well as the fees and expenses of counsel,
incurred in responding to such requests.

20. LLP Status - EY is a vegistercd limited labilily partnership ("LLP") continued under the laws of the
] province of Ontario and is registered as an extra-provincial LLP in Quebec and other Canadian
| provinees. Generally, a partner of an LLP has a degree of limited liability protection in that he or she
is not personally liable for any debts, obligations or liabilities of the LLP that arise from the
{ negligence of another partner or any person under that partner's direct supervision or control. As an
LLP, EY is required to maintain certain insurance. EY's insurance exceeds the mandatory

~
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professional liability insurance requirements established by any provincial Institute/Qrder of
; Chartered Accountanis.

21, Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be
construed to create a partnership, joint venture or other relationship between EY and client. Neither
i party shall have the right, power or authority to obligate or bind the other in any manner. This
Agreement shall not be modified except by writien agreement signed by the parties, This Agreement
y may not be assigned in whole or in part by client without EY's prior writien consent, not o be
S unreasonably withheld. Any terms and provisions of this Agreement that by their nature operate
beyond the term or expiry of this Agreement shall survive the termination or expiry of this
: Agreement, including without limitation those provisions headed Client Data & Information,
' f Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limitation of Liabllity, Global
Resources, Solicitation & Hiving of EY Personnel, and Legal Proceedings. This Agreement shall
enure to the benefit of and be binding upon the parties and their respective suocessors and permitted
assigns, The provisions of this Agreement shall operate for the benefit of, and may be enforced by,
other EY Entities and any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity. This Agreement constitutes the entire
agreement between the partics relating to its subject matter and supersedes all prior representations,
negotiations and understandings,

- NS —
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