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! Mr, Davld Horsley 28 September 2010

’ Chlet Financlal Officer

Sino-Forest Corporation
! 20 Burnhamthorpe Rd, W,, Sulte 1208
Misslssauga, Onterfo LEB 3C3

Otfering Memorandum

Dear Mrn Horsley

This wiil confirm the engogement of Ernst & Young LLP ("we” or "EY") to perform services in

respact of the Offaring Mamorandum ter Sino-Forest Corporation (the "Company™) for the offer to

] Issue $B00,000,000 Guarantesd Senlor Rdtes dub 2017 {the "Senlor Notes"), Our partners, Fred
* Cliftord and Josepliing Man, will litve primary responsibility for this engagement,

st Menugeiant-of the Company and the underwriter bear the primary responsibllity to ensuire the
. ) Oftering Memarandum contalns no misreprasantations, Gur progeduras with respest (o thls
engagement will be performed In svcordancea with oul professiopa! standards. ag sat out In €ICA
Secton 71,10 - Auditer invelvement with (fferlng Doctmants of Public and Private Entities, snd
other raquipginents Bs set out hereunder, These procedures are desighed to enable st Isele our
cohsent to the use of our suditors’ report to demonstrabe to reoaders that we hiave bean Invelved

with the Offering Memorandum, Qur consant Is to be Included In the Offering Mamorandum,

Audlted flnancial statements

Wa have audited the halance sheets of the Corapany as 8t 31 Devermnbyer 2009, 2008 and 2007,
apd the statemants of Income, retained sarnings and cash Hows For each of the years then ended,

i Our raports to thae shareholders was detad 15 March 2010 on the ftanglal stetemants far the

: years ended 31 Decambar 2009 and 2008, and 13 March 2009 en the financlel stalementa for the
years ended 31 December 2008 and 2007, Our auditors’ report For the years endsd 31 Derember
2009 and 2008 and for the years ended 34 December 2008 apd 2007 are Yo be Inctrperated by

] refarence In the Offering Memorantim,

I order to previde our censent to the uge of our auditors’ report In the Oflering Memoerandum, It
. will be nacassary for us te perform subseguent avants review procedures with respect to the,
; Offoring Memorandm and sy updates theraef, and the closing of the offering, This worl s
5 axperted to be comprlsed of limitad sngulry and review procadures deslgned to provide assurance
that mensgement has Ienbifed events arlsing after the date of the auditors’ repart In the Qffering
Mernorandum that may regulre an adjustment to, or disclosure Iy, the audlted financlal statements
‘ ’ of ather nformatlon In the Offering Maraorandur that Is derlved from such finantlal statemnents,
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7 We are also reguirad to updats our communications with the Company's legal counsel and obtaln
' representations from inanagemant simllar to those we customanrlly recelye as part of our annual

audit,
? Unaudited Interim financial statements

, Comparative interlm financlel statements for the most recently completed financlal period are
i icorperated by reference In the Offering Memoranduny Ih order to consent o the use of our
{ suditors’ report In the Offering Memorandum deseribed sbove, bur professlonsl standards requira
that we carry out certaln prosedures Including o raview of the Company's Interim financlal
statomonts for the thrae and six month petlods ended 30 Jung 2010 and 2009 and any siher
O . Interim financla) statements that may be 18sued and Incorporated by reference In the Offerlng
‘ Memarandum, We heve raviswed the Intertm consolidated flnsnclal statements for the three and

gl manth perlods ended 30 June 2010 and 2009 and provided our report thareon to the audlt
- committes of the Company. [ order for the Interlim financlai statements for the throe ang six

; month paerlods endéd 30 Jung 2010 and 2009 to be Incorporated by refarence In the Offering

Memarandum, we will have to complete additlonal subsequent svent reviaw procedures,

| If the Offering Memorandum Is delayed, the Company may determline that It Is nacessary to update
the Interim financial statements. If such 13 the case, then we would have to perform additional
- review procedures on the updated unaudited Interim finsnclal statements.

| The review procedures we earry out are significantly less extensive than an andit and would not

’ secessarily reveal matters reguiring adjustments fo or disclosuras In the interim financlal
Infortnation, Further, adjustments and disclostres may later be determined to be necessary as a
rosult of our subsequent avdlt of the 2010 financlal statemants thet Include such Interim periods,
Accordingty, th@ review procedures do not resull in the axpression of an audit epinlon on the

{ntavimn finenclal statements,

: . g If information comes to our attentlon which leads us to question whether the Interlm financlal
! - statements are materfally In error or pot In sccordance with generally accepted accounting
principles, we will Inform you and discuss what further actlon Is requlred,

If as a resuit of our work we are requlred to express a reservation In our report on our review of
the unaudited Interlm financial statements to be Incorporated by reference In the Offering
Memorandum, we will provide a written report on our review theraof to be Includad in the Qffering

Memorandum,

: Qther Informatlon In the Offaring Memorandum

X In addition te flnancial statements, the Offerling Memorandum includes other financial information

i and Information of 8 nen-financlal nature, As such other Infurmation may be relevant to the
finencial statements and our audlt or review theresf, we will perform procedures to detarmine
whether this other financlal andl norrfinanclal Iformatlon s consistent with the audited and
unaudited financisl statements in the Offering Memorandum in accordance with the guidanca In

CICA Sectlon 7500,
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It wa becorna aware of Information that, slthough nol Inconslstent with the financlal statemerts,
appears to constitute a misrepresentation when reading the Offering Mermorandum, we will discuss

the metter with management or with the Company’s legal colnsel, with the consent of

managemsnt, We may wish to recelve wrltten conflrmaltion from legal cotnsel of thelr view on the
matter, Inthe evant that the apparent Inconsistancy !s not reselved to our satisfaction, we will
advige the Audit Committan and considar whather our consent may be provided,

Gommunications required by other partles
Upon the request of the underwriter, we will Issue the following letters:

Upon completion of the Offerling Memorandum:

A consent lettar addressed to the underwriter, In which we glve our consent to the use of our
report In the Offeting Memorandum,

A comfort letter addressed to the Directors of the Company and the underwriter expressing
sssurances with respect to speclfied financlal Information Included or Incorporated by

reference In the Offering Memarandum,

»Upon closing of the offering:

A bring-down letter addressed to the Directors of the Company and the underwriter,

AudRor assistance to the underwriter

We uriterstand that the underwrlter wishas for us te porfeny certaln procedures for the purpose
of Issulng o comfort letber to the underwrtter relatiny to the ®ffairg Memorandurn, The comfort
fettor would make reference to vur auditors' réport snd our review of the unaudited interim
flnancial statements Incorporat et by refarencs In the Offering Memorandum, and set out the
procedures performed at the underwriter's request and the results of peclorming thoss

procedures.

We will provide a comfort lstter to the underwriter which we will prepars In accordance with the
guldance eontalned in CICA Section 7200, subject to our receipt of @ lettar of reprasentatlon from
the undarwriter regarding the Offering Memoranhdur which 18 sallsfactory to us, We wilf atvise
you of the mattars on which the underweiter Is seeklng cornfort end the propeduras fhey ace
requesting, As the Company, not the underwriter, will bear the cost of proparing the eoufor|
fetter, we will discuss with you the practicality and effectiveness of the requested procetures in

providing the deslred comfort,
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In accordance with professtonal standerds, our sudit was carried out solely for the purpose of
providing us with sufficlent approprlate audit evidence to supnort our oplilon on the fihanclel
statements referred to abova, Thera Is ne assurance that the procedures we perform for purposes
of the comfort Istter will atddress ail of the guestions. that the underwrlter and the underwritet's

legatl counsel may have. You should be aware thet there could be sansitlve mattars {hat the
underwriter and the underwriter’s legal counsel may ask Us to address In the comfort letter that

could affect the outcome of the proposed offering of the convartible senlor notes,

You aclinowledge that we have no respansibifty ta vau If the results of our procedures resultIn
terminetion of, or change in, the proposed eonveritble sanlor notas offering, You siso
acknowledge that you have requestad us to cotperete In every way with the underwriter and the

Underwrlter's legal counsel, by performiig the reguested procedures,

You also agree to Indemnify and hold harmless all members of the engagement team and Ernst &
Young LLP from any clalm by the underwriter and the underwriter's legal counsel, o any sther
third party, thet arlses as & result of our comfort jetter,

We shall advise the underwriter that Information acquired by them In our conifort jelter is
confidentlal and 1s to be used only in connection with the convartible senlor netes offering referred

{o sbove,

Fees

Ouwr fees which will be billad as work prograsses are based on the amount of time required.
Payrment In Tull shodid be macde within 30 doys of the date each billing Is recelved, Hourly rates for
our profassionals for this engagersent, In Canadlan dollars, are st out below. All foes and rates
quoted exclude applicable Laxes, Direct out-of-pocket axpenses will be nvoleed to vou at our cost,

Level Hourly rate
Partner $650
Senlor Manaeger $450
Manager $350
Senlor §225
Staff $150

We vary much appreclate the eppsrtunity fo provide services fo the Company In raspect of the
Offering Memorandurn ang would be pleased tw furiish any sdditlonal Information you may
recuast cancerning our respansibiiities and functlons. Please let us know Immediately If you have

any concerns abolt the terms of engagement as deseribed In this letter,
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Addltional terms and condltions are attached and form an Integral part of this engagement letter;
they gavern our respective rights and obligations arising out of this engagement,

i To confirm these arrangements as outlined are In sccordance with your requirements and are
acceptable, please slgn one copy of this letter In the space provided and return it to us,

Sincerely,

Lot *%ﬁowf LLp

f . Chavtered Accountarits
Licensed Public Accounlanis

|
EERE RS AR LR IR UE R HP AR R T hOut )

WL . Agreed: Acknowlsdaed on behalf of the
' Sino-Forest Carporation Company's Audit Comimittee;

"ide; Chalr of thé Audit Committes

Name? Mr, David Hirsley
Titles Chief ?17@;: Officer
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General Terms and Condlitlons

Quryelationship with yvou

1. We are a member of the global network of Ernst & Young firms (“EY Flrms™), each of which s a
separate lagal entity,

{ 2. We may subcontract portions of the Services to other EY Flrms, who may des} with you
! directly, Nevertheless, we alone wiil be respensible to yau for the Report(s), the performance
of the Services, and our other obligations under this Agresement,

“ "T ' Your responsibilities

3. You shall be rasponsible for your personnel’s compliance with your obligations under this
‘ Agreement,

Qur reports
} 4, Youmay not rely on any draft Report,

Er ’ 'Notlce ret Québec

‘i B, From time to thne, we may have ladividual partners and employees parctorming the Services
| . within the Provines of Quéhec who are membars of the Qrdre des complalies sgréds du

Quéhec, Any Individual member of the Ordre des comptables agréds du Québean parforming

professtonal services hareunder szstimes full personal clvil abliity artsing from the practice of

hls or har professton, regardiess of hls or her status within our pattnership, He of she may nat

! Involte the Nability of our partnership as a ground for excluding or limiting bis or her own
Habllity. The Hmitatioms that follow below under the heading YLlmitstlons shall therefore not

! ' apply to lmlt the personat civit Hlablilty of rembers of the Ordre des complables sgréds du

3 Québac (ancl with respect to such members, such mitetions shall be dearmed to not bre
Ineluded o this Agreement),

} Limltations

6. You land any others for whom Servlces ave provided) may not recover from us, In contract or
tort (ncluding negilgence), under statute or otherwlse, any amount with respect to loss of
f profit, data or goadwill, ér any olher conseauential, incideutal, Indlract, punitive or special
domanes In connattion with vialms erising out of this Agreement ur otherwiserelating to the
servicas, whether or et the likelliond of sueh loss or damage was contemplated.

] 7. You (and any others for whom Services are provided) may not recover from us, In contract or
tort Oncluding negligence), under statuls or otharwlse, sggregate damages In excess of the
areater of () the total fees pald to us for the Services and () $1,000,000. This limitation will
not apply to losses caused hy our fraud or wiiful miscenduct or to the extent prohibited by

applicable law or professional reguiations,
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{ &, if we are Hable to you (ar te any othars for whom Sarvices are provided) under this Agreement
or othepwlse In connectioh with the Servines, for joss or damage 1o which any ather persens
have afso contributed, our Hality ta you shall be seversf and not [oint and several, solidary or
in solfdum, with such athers, and shell b Imited to our tolr share of that total loss o dontage,
based on pur contribution to the less and damage relativa to the others' contrihutions, Mo
exclusion ar (lmitetion on the labliity of other responsibla persons Imposed of sgreed at any
time yhall affect any assessmant of our propertionats Habliity heveunder, vor shall settismsnt
of ardiffletity enforcing any clafin, or the death, dissofution or lhseivency of any such elher
resporsibla parsons of thelr ceaslng to be Nlable for the lous or damage or any portion thersof,

affeck uny such assassiment,

} . 9. You shall imake any cialm relating to the Services or othervlse undar thls Agreement no later
than one year after you becama awars (oY ouight reasonably to have becoma sware) of the
facts giving rlse to any allegad such claim and [n any event, noleter than two years afigr the
completion of the partictiar Services (and the partles agrew that the [Imitution perieds
wstalilished by the Linitations Act, 2002 (Ontario) or apy othoer applicabls Iagisiation shall be
vared andfor-exgiuded sccordingiyd, This imitatian will riot apply €o the aitent prahiblted by
applicable faw ar profossions! regulatians,

g 10.You may not make a clalm ar brlng proceedings relating ko the Survives or otherwlse-undap this
Agreathont agalhist any other EY Elrm obour of ks subtohiractors, membars, sharaliolders,
dlirectory, offfcars, partners, principuls er equlnyarss* QUEY Persons"), You shiall riake any clalm
or brliy proceedings only sgalnst.us, The Uniltetlons by Becklans 6 Hiroligh 9 and this Section
10 aveIntended to bonaflt the othier EY Plrms-and all EY Parsons, whe shiall beentitled to rely

on and enforce therm.

Inglemnity

11,70 the fullest extent permitted by applicabie law and profagsional regulations, you shall
Irgtarnnify us, the other EY Flrg and the BY Parsons sgaingt all clalims by third parties
{ncluding your afflflates) and msulilng leblithes, lossys, damayns, costs and axpenses
(Inclucing reasonably axbernal and internal legel costs) arising out of or relating to the Services
or thls Agresment, On bebalf of oursalf and your afflliales, vou relesse us, the other BY Firmg
and the BY Persens from sll elafms ead causes of petlon (ogethar, *Claimis"), pending or
{hraatenad, that you or they imay have aising out of te Services e bils Agreement to the
axtent such Clatins result Trom or.arise out of suy miscapvesentatlon er fraudulent act or

emlsston by you, yoeur employess or-agents on your bahall,

Confldentlailty

12.We tollow professional standards of confidenttallty end will treat Information related to you
disclosad ko us by you or or vour behalf ("Cllent Information™) as set forth In the Rules of
Professlonal Conuct of provinglal Institubes of Chertered Accountants or the Code of Ethlcs of

the Ordre des comptables agréds du Quédhec (s applicable),

P
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g@ERNSY& VOUNG O Ernst & Young LLP 0 Phone: 604 >5;91~8200 2 D Y

Chartered Accountanis Fax: 604 643-5422
Pacific Centre

700 Wesl Georgia Street

P.O. Box 10101

Vancouver, British Columbla V7Y 1C7

April 16, 2008
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-
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Sino-Forest Corporation

90 Burnhamthorpe Road W,, Suite 1208

: Mississauga, ON

| 15B 3C3

Attention: Mz, Jamie Hyde, Chairman of the Audit Committee

1 Dear Mr, Hyde:

] 1, This engagement letier, including any additional terms that are attached, (collectively, the

j “Agreement”) confirms the terms upon which Emst & Young LLP (“we" or “EY"™) has been

engaged to perform an audit and report on the consolidated financial statements of Sino-Panel

| Asia Inec, (the "Company”) for the year ended December 31, 2007, The services described in this
| paragraph may hereafter be referred to as either “Audit Bervice” or “Audit Services,

Audit Responsibilities and Limitaiions

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 operations and
cash flows of the Company in conformity with Canadian generally accepted acoounting principles,

, 3. 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 a whole are free of material

o misstatement whether caused by error, fraud or illegal acts whose consequences have a material

effect on the consolidated financial statements, There 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 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

i likelihood that misstatements will ocour and remain undetected, it does not eliminate the

possibility. For these reasons, we cannot guesrantee that frand, error and illegal aots, if present,

1 will be detected when conducting an asudit in accordance with Canadian generally accepted

; auditing standards. Also, an audit is not designed to detect ervor or fraud that is immaterial to the
consolidated financial statements,

A member firm of Ernst & Young Global Umited

EY-HC-2007-008186
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4. 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

! controls over financial reporting. This consideration will not be sufficient to enable us to provide

assurance on the effectiveness of internal controls over financial reporting or to identify all
significant weaknesses,

H

5. 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 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
communication ig also made to the Audit Committee. If we become aware of fraud involving
senior management or fraud (whether caused by semior 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 errors and illegal or possibly
A illegal acts that come to our attention unless they are clearly inconsequential, In addition, we will
T 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 fraud or error noted during our audit procedures, 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 concerning measurement and disclosure,

6. 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 usually
identify all matters that may be of interest to management in discharging its responsibilities.

: 7. In accordance with CICA Handbook Section 5751, Communications with Those Having Oversight
E of the Financial Reporting Process, we will communicate in writing to the Audit Committee any
relationships between Ernst & Young LLP, its partners and professional employees and Sino-
Panel Asia Inc. (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-Panel Asta Inc,

Fuwnert

EY-HC-2007-008187
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Management’s Respongibilities and Representations

2.

10,

The preparation and fair presentation of the consolidated financial statements in accordance with
Canadian generally accepted accounting principles are the responsibility of the management of the
Company, Management also is responsible for establishing and maintaining effective intemnal
conirols, 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,

The design and implementation of internal conirols 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. Management of the Company
is responsible for apprising us of all known instances of fraud, 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 employses, analysis, 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
agsets 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 Comipany’s claims 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 resiriction 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 anditor’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 Commitiee.

Management of the Company is responsible for providing us with and making available complete
fmancial records and related data and copies of all minutes of meetings of shareholders, directors
and committess of directors; information relating to any known or probable instances of non-
compliance with legislative or regulatory requirements, cluding fnancial reporting
requirements; information relating to any illegal or possibly illegal acts, and all facts related
thereto; 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.

481

207
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11,

12,

13,

EY-HC-2007-008186/4

Management of the Company is responsible for adjusting the consolidated financial statements to
correct material misstatements and for affirming to us in its representation letter that the effects of
any unrecorded audit differences accumulated by us during the current audit and pertaining to the
latest period presented are immnaterial, both individually and in the aggregate, to the consolidated
financial statements taken as a whole,

As required by Canadian generally accepted auditing standards, we will make specific inquiries of
management about the representations contained i the consolidated financial statements,
Management is responsible for affirming to us in its representation letter and providing us with
information regarding the recognition, measurement and disclosure of specific iterns, including but
not limited to the following:

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

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

» information relating to the measurement and disclosure of fransactions with related parties;
an assessment of all areas of measurement uncertainty known to management that are required
to be disclosed in accordance with CICA Handbook Section 1508, Measurement Uncertainty;

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

¢ 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 salisfactory title to assets, whether liens or
encumbrances on assets exist, or whether assets are pledged as collateral;

o information relating to complisnce with aspeots of contractual agreements that may affect the
consolidated financial statements; and

« information concerning subsequent events,

At the conclusion of the audit, we obtain representation letiers from cerlain members of
management to confirm 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 comsolidated 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 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 audit tests comprise the
evidential matter we will rely upon in forming an opinion on the consolidated financial statements.
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4. 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 attached additional
Terms and Conditions (refer to the provision captioned “Auditor Oversight”).

Fees and Billings

15,

16.

Our fees will be billed as work progresses are based on the time required at our billing rate, being
$220 per hour, plus expenses. However, our actual fee may exceed the top of this range, Payment
of our invoices 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 personnel have
made to us and are dependent upon the Company’s personne! providing a reasonable level of
assistance. Should our assumptions with respect to these matiers be incerrect or should 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. In addition, fees for 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 audit fee referred to above and may
be the subject of other writien agreements,

Other Mufters

17.

18,

By your signature below, you confirm that the Company, through its Board of Directors, has
expressly authorized you to enter into this Agreement with us 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,

483
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EY appreciates the opportunity fo 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 Linda Zhu, Engagement Partoer, 700 West Georgia Street, P.O. Box 10101,

) VYancouver BC, V7Y 1C7.

Yours very truly,
-  mets + ?‘9’&/3’7/‘ KA
! o 8 R AR A sk ol
b
Acknowledged and agreed:
]{ Sino-Forest Corporation

| m m%f& %mwﬂ 2’“6%

Tamib Hyde
C msv{rman of the Audxt mrmttec

,«

I

F_
Bt bt
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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 Bmst & 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).

1. Services - BY shall exercise due professional care and competence in the performance of the services
provided pursvant to this Agreement (the "Services"),

2, Unexpected Events - If changes to the scope or timing of any Services are required because of a
change in applicable law or 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 fees
for, and/or timing of, the Services appropriately and, if necessary, client will obtgin Audit Committee
approval of such adjustments, Fach party shall be excused from 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
complete and accurate data and information ("Client Data") and access to resoutces as may be
reasonably required by EY to perform the Services. EY may disclose Client Data to other EY
Entities for the purpose of rendering the Services, EY may also disclose Clieat Data fo other EY
Entities for the purposes of fulfilling its professional obligations to manage conflicts of interest and
to maintain auditor independence as well as to implement standardized performanoe recording and
documentation systems within the global Emst & Young network, EY Entities or their service
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 confidentiality of any proprietary or confidential
information of the other,

5, EY Waiver Re: Tax Advice - Notwithstanding any confidentiality obligations or other restrictions
on disclosure contained in this Agreement, with regard to:
(2) any oral or written statemnent or advice related to taxes provided by EY with regard to 2
person or entity that:
(i) has any filing obligation with the US Internal Revenue Service, or
(ii) qualifies as 2 US Contrelled Foreign Corporation (i.e., a non-U8 corporation that has US
sharcholders (UUS persons that directly or indivectly own 10% or more of the total
combined voting power of all of the clagses of stock of such non-US corporation) that
own in the aggregate more than 50% of the total vote or value of such non-US
corporation);
(b) any oral or written staternent or advice regarding US taxes or tax advice related to a
transaction that could affect a US tax; or

EY-HGC-2007-008192
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(¢} 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 result from a transaction or the tax treatment of an item,

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

i 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 ¢lient and is not to be
relied upon by any other person or entity, client shall inform those to whom it discloses any such

—t 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 obtained from client,

y
! 7. Auditor Oversight - Client hereby acknowledges that BY 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 to client's affairs. Client consents to EY providing or producing, as
applicable, these documents and information without further reference to, or authority from, client,
Except where prohibited by law, if a request or order is directly related to an inspection or
- investigation of EY's audit of client, EY will advise client of the request or order.
o When a regulatory authority requests access to BY's working papers and other work-product relating
| to client's affairs, EY will, on a reasonable efforts basis, refuse access to any doocument over which
client has expressly informed EY that client asserts privilege, except where disclosure of documents
is required by law or requested by a provincial Institute/Order of Chartered Accountants pursuant to
its statutory suthority, 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 litigetion privilege),
EY will also be required to provide information relating to the fees that EY collects from client for
the provision of aundit services, other accounting services and non.audit services,

5
3
[ —

8. Intermet Communications - Unless otherwise agreed with client, EY and other EY Entities may
correspond by means of the Internet or other electronic media or provide information to client in
electronic form. There are inherent risks associated with the electronic transmission of information

3 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 sofiware.

PR

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

+ e
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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 client fails to pay
any amount required to be paid under this Agreement,

! 10. Expenses - Client shall reimburse EY for all reasonable expenses incurved in connection with the
perfonmance of the Services. The costs of administrative items such as telephone, research material,
facsimile, ovemight 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
items such as fravel, 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 caleulated 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
or duties, whether presently in force or imposed in the future, shall be assumed and paid by client
y without deduction from the fees, expenses and cherges hereunder,

12. Governing Law - This Agreement shall be governed by and construed in accordance with the laws
of the Province of Ontario and the laws of Canada applicable therein, without regard to principles of
conflicts of law. The parties hereby irrevocably and unconditionally submit and atiorn to the
exclusive 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.

4
3
i
i
H

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

f 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 "EY Waiver Re: Tax Advice" above,

i no Report (and no pertion, sumumary 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

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 distributed in connection with (i) a

E purchase or sale of securities or (if) continuous 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 services or procedures performed for client were not planned or conducted (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
parties. Client may not rely on any draft Report,
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14, I?.im’itati'on of Liability - To the fullest extent permitted by law and regardless of whether such
lability is based on breach of contract, tort (including negligence), strict liability, failure of essential
purpose or otherwise,

(8) EY's liability shall be several and not joint and several, solidary or in solidum and EY shall only
| 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 persons responsible and/or liable
for such loss and damage;
i (b) in no event shall either party be liable to the other for any vonsequential, 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
] (0) in any case the total aggregate liability of BY arising out of or relating te this Agrecment or the
Services shall be limited to the greater of (1) the total fees paid to EY for the Services and (ii)
$1,000,000. This paragraph shall not limit EY's liability for death, bodily injury or physical
damage to tangible property caused by the negligent acts or omissions of EY, and shall not Hmit
EY's liability for loss or damage caused by the fraud or wilful misconduct of EY.
For the purposes of this section ("Limitation of Liability"), the term EY includes all other EY Entities
' 1 and any subcontractors, members, shareholders, directors, officers, managers, pariners or employees

of EY or any other EY Entity,

P ———

1 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 liabilities 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

: shall heve no recourse, and shall bring no claim, against any EY Entity other than EY, or against any

i subcontractars, members, sharcholders, directors, officers, managers, partners or employees of EY or

-‘ any other BY Enlity, or any of their respective sssets, in connection with the performance of the

Services or ofherwise under the Agreement. Other EY Entities and any subcontractors, members,

/ shareholders, directors, officers, managers, pariners 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 end enforce any of its
terms,

i 16, Mo Application - The preceding two seolions (Limitation of Liablility, Global Resources) shall not
apply to the extent prohibited by applcable 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 guidance from a provincial Institute/Order of
Chartered Acoountants having jurisdiction),

A 17. Selicitation & Hiring of BY Personnel - EY's independence could be comprormised if client were to

hire certain EY personnel, Without the prior written consent of EY, client shall not solicit for
f employment or for a position ou its Board of Directors, nor hire, any current or former pariner or
professional employce of any of BY, any affiliate thereof or any other BY 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 al any time since the date of filing of client's most recent financial
@ statements with the relevant securities regulator(s) or stock exchange(s) (or, if client has not

10
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w@ 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 invalid, illegal or
- unenforceable, in whole or in part, such provision shall be deemed severed from this Agreement to
k 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 to 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,
1 incurred in responding to such requests.

[ 20. LLP Status - EY is a registered limited liability partnership ("LLP") continued under the laws of the

i province of Ontario and is registered as an extra-provincial LLP in Quebec and other Canadian

provinces. Generally, a partner of an LLP has a degree of limited liability protection in that he or she

k 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 confrol, As an

LLP, EY is required to maintain certain insurance. EY's insurance exceeds the mandatory

: professional liability insurance requirements established by any provincial Institute/Order of
i Chartered Accountants.

g 21, Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be
A construed to create a partnership, joint venture or other relationship between EY and client, Neither
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 written agreement signed by the parties. This Agreement
1 may not be assigned in whole or in part by client without EY's prior written consent, not to be

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
f Agreement, including without limitation those provisions headed Cliens Data & Jnformation,
Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limilation of Liability, Global
Resources, Solicitation & Hiring of EY Personnel, and Legal Proceedings. The provisions of this
Agreement shall operate for the benefit of, and may be enforoed 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 parties relating to
‘ its subject matter and supersedes all prior representations, negotiations and understandings.

11
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ERNS;T& V@UNG 2 Ernst & Young LLP 7 Phone: 604 891-8200
Chartered Accountants Fax: 604 643-5422
. Pacllic Centre
;«iB 700 West Georgla Street
e PO, Box 10101
5 Vancouver, Britlsh Colurabia V7Y 1C7
.
- { April 16, 2008
Sino-Forest Corporation
- 90 Burmhamthorpe Road W, Suite 1208
, Mississauga, ON
L5B 3C3
! Attention; Mr, Jamie Hyde, Chairman of the Audit Committee

Dear Mr, Hyde:

‘ 1. This engagement letter, including any additional terms that are attached, (collectively, the
“Agreement”) confirms the terms upon which Emst & Young LLP (*we” or “EY”) has been

i engaged to perform an audit and report on the consolidated financial statements of Sino-Wood
i Partners, Limited (the “Company”) for the year ended December 31, 2007, The services
described in this paragraph may hereafler be referred to as either “Audit Service” or “Audit

'''''' % Services,

i Audit Responsibilities and Limitations

i 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 operations and
cash flows of the Company in conformity with Canadian generally accepted agcounting principles.

3. We will conduct our audit in accordance with Canadian generally accepted auditing standards.
: Those standards require that we plan and perform the aundit to obtain teasonable rather than
: absolute agsurance that the consolidated financial statements taken as a whole are free of material
J misstatement whether caused by error, fraud or illegal acts whose consequences have a material
) effect on the consolidated financial statements, There 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 altempts at concealment through collusion and forgery,
! an audit designed and executed in accordance with Canadian gencrally accepted auditing

standards may not detect a material fraud, Further, while effective internal control reduces the
i likelihood that misstatements will occur and remain undetected, it does not eliminale 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 acoepted

1.
A member firm of Ernst & Young Global Limited
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auditing standards, Also, an audit is not designed to detect ervor or fraud that is immaterial to the
consolidated financial statements,

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
controls over financial reporting, This consideration will not be sufficient to enable us to provide
assurance 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
errots, 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 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
communication is also made to the Audit Committee, If we become aware of fraud invelving
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 Commitiee. We will also determine that the Audit Commiftee 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 fraud or error noted during our audif procedures, 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 congerning measurement and disclosure,

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 usually
identify all matters that may be of interest to management in discharging its responsibilities.

In accordance 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 Emst & Young LLP, its partners and professional employees and Sino-
Wood Partners, Limited (including related entities) that, in our professional judgment, may
reasonably be thought to bear on our independence, TFurther, we will confirm our independence
with respect to Sino-Wood Partners, Limited,

EY-HC-2007-008198
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Management’s Responsibilities and Representations

8.

10,

The preparation and fair presentation of the consolidated financial statements in accordance with
Canadian generally acoepted accounting principles are the responsibility of the management of the
Company. Management also i3 responsible for establishing and maintaining effective intemnal
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,

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. Management of the Company
is responsible for apprising us of all known instances of fraud, 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 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 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 Committee,

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 requivements, including financial reporting
tequirements; information relating to any illegal or possibly illugal acts, and all facts related
thereto; and information regarding all related parties and related parly tansactions, Failure o
provide this information on a timely basis may cause vs to delay owr report, modify our procedures
or even terminate the engagement.

493
219
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11, Management of the Company is responsible for adjusting the consolidated financial statements to
B correct material misstatements and for affirming to us in its representation letter that the effects of
f any unrecorded audit differences accumulated by us during the current audit and pertaining to the
latest period presented are immaterial, both individually and in the aggregate, to the consolidated

( financial statements taken as a whole,

12. As required by Canadian generally accepted auditing standards, we will make specific inquiries of
o management about the representations contained in the consolidated financial statements,
; Management is responsible for affirming to us in its representation letter and providing us with
information regarding the recognition, measurement and disclosure of specific items, including but

) ( not limited to the following; ‘

e its assessment of the reasonableness of significant sssumptions underlying fair value
, measurements and disclosures in the consolidated financial statements or used to support
{ amounts i the consolidated financial statements;
] ¢ any plans or intentions that may eaffect the carrying value or classification of assets and
liabilities;
- 1 e information relating to the measurement and disclosure of transactions with related parties;

o an assessment of all areas of measurement uncertainty known to management that are required
to be disclosed in accordance with CICA Handbook Seotion 1508, Measurement Uncertainty;
information relating to claims and possible claims, whether or not they have been discussed
with the Company’s legal counsel;

o information velating to other lirbilities 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 title to assets, whether liens or
encumbrancegs on assets exist, or whether assets are pledged as collateral;

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

s information concerning subsequent events,

e
L

4 13. At the conclusion of the audit, we obtain representation lefters from certain members of

management to confirm significant representations on matters that are directly related to iterns that
f 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 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 resulls of our audit tests comprise the
’ evidential matter we will rely upon in forming an opinion on the consolidated financial statements,
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14. 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 attached additional
Terms and Conditions (refer to the provision captioned “Auditor Oversight™),

Fees and Billings

15. Our fees will be billed as work progresses are based on the time required at our billing rate, being
$220 per hour, plus expenses. However, our actual fee may exceed the top of this range, Payment
of our invoices will be made upon receipt.

16. 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 personnel have
made to us and are dependent upon the Company’s personnel providing a reasonable level of
assistance, Should our assumptions with respect to these matters be incorrect or should the
condition of the records, degree of cooperation, or other matters beyond our reasonable control-
require additional commitments by us beyond thase upon which our estimated fees are based, we
may adjust our fees and planned completion dates, In addition, fees for 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 audit fee referred to above and may
be the subject of other written agreements,

Other Matters

17. By your signature below, you confirm that the Company, through its Board of Directors, has
expressly authorized you to enter into this Agreement with us on behalf of, and to bind, the

Company.

18. The attached additional Terms and Conditions form an integral part of this engagement letter and
govern our respective rights and obligations arising therefrom.
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EY appreciates the opportunity 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 Linda Zhu, Engagement Partner, 700 West Georgia Street, P.0O. Box 10101,
Vancouver BC, V7Y 1C7.

Yours very truly,
(2,;2.“ o ¢ ?d&@‘ij/ ,{;{,P

el b e ot o sk e SRR skl ook e e o ko ok

Acknowledged and agreed:
Sino-Forest Corporation

irman of the Audit Committee
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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 Ernst & Young LLP. "BY 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).

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

t 2. Unexpected Events - If changes to the scope or timing of any Services are required because of a
change in applicable law or professional standards or events beyond a party's reasonable control,
but not invelving its fault or negligence (any of which, a "Changg"), the parties agree to adjust the
fees for, and/or timing of, the Services appropriately and, if necessary, client will obtain Audit
Committee approval of such adjustments. Each party shall be excused from default or delay in the
performance of its obligations (other than payment obligations) under this Agreement to the extent
caused by a Change. )

RR N

3. Client Data & Infoermation - Client will provide, or cause to be provided, to EY in a timely
manner complete and accurate data and information ("Client Data") and access (o resources as may
be reasonably required by BY to perform the Services, EY may disclose Client Data to other EY
Entities for the purpose of rendering the Services, EY may also disolose Client Data to other EY
Entities for the purposes of fulfilling its professional obligations to manage conflicts of interest and
to maintain auditor independence as well as to implement standardized performance recording and
documentation systems within the global Emst & Young network, EY Entities or theijr service
providers may store Client Data, which may include personal information, outside of Canada,

o { ~m

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

5. EY Waiver Re: Tax Advice - Notwithstanding any confidentiality obligations or other restrictions
on disclosure contained in this Agreement, 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 Internal Revenue Service, or
(i) qualifies as a US Controlled Foreign Corporation (i.e., a non-US corporation that has
US shareholders (US persons that directly 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

Al aind

EY-HC-2007-008203



-, EY-HC-2007-008197/3 498

- EY ERNST & YOUNG
|

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 admoe regarding US taxes or tax advice related to a
transaction that could affect a US tax; or
B (¢} 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 result from a transaction or the tax treatment of an item,
(together, (a), (b) and (¢) 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 fo 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 entily, client shall inform those to whom it
discloses any such information that they may not rely upon any of it for any purpose without EY’s
prior written consent.

o 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 obtained from client.

7. Auditor Oversight - Client hereby acknowledges that EY may from time to time receive requests
or orders from the Capadian Public Accountability Board or from professional, securities or other
regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) fo
provide them with information and copies of documents in EY's files including BY's working
{ papers, and other worl-product relating to client's affairs. Client consents to EY providing or
producing, as applicable, these documents and information without further reference to, or
authority from, client. Except where prohibited by Jaw, if a request or order is direotly related to
an inspeetion or investigation of EY's audit of client, EY will advise client of the request or order,
When a regulatory authority requests access to EY's working papers and other work-product
relating to client's affairs, EY will, on a reasonable efforts basis, refuse access to any document
- ( over which client has expressly informed EY that client asserts privilege, except where disclosure
; of documents is required by law or requested by a provincial 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 claivns solicitor-client privilege or litigation privilege),
BY will also be required to provide information relating o 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
correspond by means of the Internet or other electronic media or provide information to client in

EY-HC-2007-008204
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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 fres from infection by viruses or other forms
of malicious software,

Right to Terminate Services - Subject to any applicable professional standards and legisiation,
either party may terminate this Agreement, with or without ceuse, 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
client fails to pay any amount required to be paid under this Agreement,

Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with the
performance of the Services, The costs of administrative items such as tclephone, 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 items such as travel, meals, accommodations and other expenses specifically related
to this engagement will also be charged.

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 caleulated 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
epplicable taxes or 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,

Governing Law - This Agreement shall be governed by and construed in sccordance with the laws
of the Province of Ontario and the laws of Canada applicable therein, without regard to principles
of conflicts of law. The parties hereby irrevocably and unconditionally submit and attorn to the
exclusive 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 Serviges,

. 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 engagement
including systems, methodologics, software, know-how and working papers. EY also retains all
copyright and other intellegtual 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 "EY Walver Re:
Tax Advice" above, no Report (and no portion, summary or abstract thersof) may be disclosed to

499

- 225

EY-HC-2007-008206



******* L EY-HC-2007-008197/10 500

| m 226
~| El FRNST & YOUNG

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 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 distributed in

IIIIII connection with (i) a purchase or sale of securities or (i) continuous disclosure obligations under

f applicable securities laws, EY does not assume any duties or obligations to third parties who may

obtain access to any Reports, Any services or procedures performed for client were not planned or

| conducted (i) in contemplation of reliance by particular third parties (ii) with respect to any

J specific fransaction contemplated by a third party or (ili) with respect to the interests or
requirements of particular third parties. Client may not rely on any draft Report,

14, Limitation of Liability - To the fullest extent permitted by law and regardless of whether such
liability is based on breach of confract, tort (including negligence), strict liability, failure of
essential purpose ar otherwise,

(a) EY's liability shall be several and not joint and several, solidary or in solidum and EY shall
only be liable for its proportionate share of any total liability based on degree of fault having
regard to the coniribution to any loss or damage in question of any other persons responsible
and/or liable for sueh loss and damage;

(b) in no event shall either party be lable to the other for any consequential, incidental, indirect,

R 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

y party has been advised of the likelthood of such damages; and
- (o) in any case the total aggregate liability of BY arising ouf of orrelating to this Agreement or the

o | Services shall be limited to the greater of (1) the total fees paid to EY for the Services and {ii)

$1,000,000, This paragraph shall not limit EY's Hability for death, bodily injury or physical

damage to tangible property caused by the negligent acls or omissions of BY, and shall net
limit EY's liability for loss or damage caused by the fraud or wilful misconduct of EY,

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

. 15. Globa! Resources - EY may use the services of personnel from other EY Entities to assist it in
AAAA [ providing the Services. EY shall be solely responsible for the performance of the Services and all
of the other labilities 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 shall have no recourse, and shall bring no ¢laim, against any EY Entity other than EY, or

against any subcontractors, members, shareholders, directors, officers, managers, partners or

‘ employees of EY or any other EY Entity, or any of their respective assets, in connection with the
performance of the Services or otherwise under the Agrcement, Other EY Entities and any

subgontractors, members, shareholders, directors, officers, managers, partners or employees of EY

10
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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 congent,
not to be 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,
Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limitation of Liability, 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 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 parties
relating to its subject matter and supersedes all prior representations, negotiations and
vnderstandings,

EY-HC-2007-008207
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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,

B

No Application - The preceding two sections (Limitation of Liabtlity, Global Resources) shall not
) apply to the extent prohibited by applicable law or regulation (including for these purposes

f applicable rules and interpretations of the US Securities and Exchange Commission relating to
auditor independence and any applicable rules or guidance from a provincial Institute/Order of
Chartered Accountants having jurisdiction),

' 17. 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
""" . 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 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, Severabillty - In the event any provision of this Agreement is determined to be invalid, illegal or
9 unenforceable, in whole or in part, such provision shall be deemed severed from this Agreement to
= the extent required and the remainder of this Agreement shall remain in full force and effeet.

| 19, Legal Proceedings - In the event EY is requested by client or is required by government
1 regulation, subpoena, or other legal process to produce documents or personnel as witnesses with
: respeat to 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
i' counsel, incurred in responding to such requests.

20. LIP Status - EY is a registered limited liability partnership ("L.LP") continued under the taws of
the provinee of Ontario and is registered as an extra<provincial LLP in Quebeo and other Canadian
provinces, Generally, a partner of an LLP has » degree of limited Hability protection in that he or
she ig not personally liable for any debts, obligations or labilities of the LLY that avise from the
negligence of another partner or any person under that partner's dirsct supervision or control, As
an LLP, EY is required to maintain certain insurance. EY's insurance exceeds the mandatory
professional liability insurance requirements established by any provincial Institute/Order of

Chartered Accountants,

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 party shall have the right, power or authority to obligate or bind the other in any manner.
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

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

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

AFFIDAVIT OF IRYNA DUBINETS
(sworn June 22, 2012)

I, Iryna Dubinets, of the Town of Richinond Hill in the Regional Municipality of
York, Ontario, MAKE OATH AND SAY:

1. I am a legal assistant at the law firm of Affleck Greene McMurtry LLP, the lawyers
for the Defendant, BDO Limited (“BDO™), in this matter and, as such, I have knowledge of

the matters to which I hereinafier depose.

2. I attach as Exhibit “A” hereto a copy of the Proof of Claim filed with the Monitor
appointed in this proceeding on June 20, 2012 in relation to the claims advanced by BDO

against Sino-Forest Corporation.

3. I attach as Exhibit “B” hereto a copy of the Proof of Claim filed with the Monitor
appointed in this proceeding on June 20, 2012 in relation to the claims advanced by BDO
against Sino-Forest Corporation’s officers and directors — without copies of the att'aghments
thereto which I understand to be identical to those attached to the Proof of Claim attached as

Exhibit “A” to this affidavit,

4. I make this Affidavit in relation to a motion by Sino-Forest for directions that is

scheduled to be heard on June 26, 2012, and for no other putpose.
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SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario

s

\f;'yna Dubinets
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BDO McCabe Lo Limited 8" Floor Wing On Centre FH-FEE P 1R
Certified Public Accountants 111 Connaught Road Central A& e 8 4%

th ; e AE Hong Kang &3 1 (852) 2541 5041
BREAEEHAFHAHOA Telephone: (852) 2541 5041 & ¢ (852) 2815 2239

Facshmile : (852) 2815 2239

COPY

Audit Committee August 1, 2005
Sino-Forest Corporation ' ’
3815-29, 38/F.Sun Hung Kai Centre Our ref:52358/AH1205¢

30 Habour Road

Wanchai
Hong Kong

Dear Sirs,
Thank you for requesting our Firm to audit the consolidated financial statements of Sino-Forest
Corporation {the “Company ") for the year ending December 31 2005 We are pleased to confirmy 6Ur

aceeptunce and our understanding of the terms of this eugagcment as oudmed in this letter

This letter will confirm our understanding of the terms of our engagement to perform an audit of the
consolidated financial statements of the Company for the year ending December 31, 2005.

Ms. Fanny Li will be partner-in-charge of all work we perform for you, We would like also to be
helpful- to you on current problems as they arise throughout the year, Hence, we hope you will cal

" whenever you feel she can be of assistance.

Where beneficial, it is our practice to bave a second partner on each client assignment. The purpose of

this acrangement is to have another partner, known to you and your management associates, who is

familiar with your operations and who can substitate for Fanny 1i ln-her absence or work with her when
a second viewpoint is desired, Ms, Jennifer Yip will be the second partner for your engagement.

It will be the responsibility of Faony Li and Jenaifer Yip to make sure that your management receives
good services, They will, as desirable, call upon other individuals with specialized knowledge, either
in this office or elsewhere in our Firm, An audit principal, a manager and a tax partner will be assigned
to your work and we expect that they will soon establish direct working relationships with appropriate

personnel in your organization.

Our Ro{e- as Andirorg

Conduct of the Audit

As auditors,.our objective 1s to express an opinion on whether the consolidated financial statements
preseut:fairly, in all material respects, the financial position, results of operations and cash flows of the
Company in accordance with Canadian generally accepted accounting principles,

At the conclusion of our audit, we will submit a report directed to the shareholders containing our

opinion on the financlal statements, If it appears for any reason that we will not be in a position to render
an unqualified opinion on the financial statements, we will discuss this with you.

Cont’d 2./
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It is possible that we may determine that we cannot rendér a report or complete the engagement, If, in
our professional judgment, the circumstances require, we will notify you of our reaiguauon from this

‘engagement which shall conform to all applicable laws.

Our audit will be made in accordance with Canadian génerally accepted auditing standards, We will

plan and perform audit procedures to obtain reasonablc éss%?e a8 to whether the financial statements i
are free of material misstatement. This will inclode examiny g evidence supporting the amounts and
disclosures in the financial statements. An audit also includes asséssing the accounting principles used

and significant estimates made by management, as well as evaluating the overall financial statement
presentation,

We will consider your internal control over financial reporting solely for the purpose of determining thej-
nature, timing and extent of auditing procedures necessary for expressing our opinion on the financial’
statements. This consideration will not be sufficient to emable us to render an opinion on the
effectiveness of internal control over financial reporting.

. Our audit is conducted primarily to enable us to express an opinion on the financial statements rather

than to identify all errors, fraud and other, illegal or possibly illegal acts, significant weaknesses in
internal control or other irregularities, In addition, because of the nature of frand, im‘:luding attempts at
concealment through collusion and forgery, and audit designed and executed in accordance with
Canadian_generally accepted auditing standards may not detect a material fraud, If we identify
non-trivial misstatements in the financial statements, we will bring them to your attention as proposed
adjustments.

During the course of our audit, If we identify the following matters, we will communicate them to the
appropriate level of management and the Audit Comumittee: :

. misstatements, other than trivial errors;

. fraud;

* misstatements that may cause future financial statements to be materially misstated;

. illegal or possibly illegal acts, other than ones considered inconsequential;

. significant weaknesses in internal control; and

. ceriain related party transactions,

We will also make notes of any other matters that we believe should be brought to your attention and
will communicate them to you, These might include comments on internal control procedures,
management information systems, accounting policies and other client service matters. Audits do not
usually identify all matters that may be of interest to management in discharging its responsibitities, The
type and significance of the matter to be communicated will determine the level of management to
which the communication is directed.
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Throughout the audit we will also be communicating with the Audit Committee on matters that bear on
independence, matters that pertain to planning and executing our andit and any, other matters in addition
to those identified in the preceding paragraphs that we feel should be brought to their attention as
required by Canadian generally accepted auditing standards,

We may place reliance on the work of a specialist who is a member of our Firm, We will communicate
with them either verbally or through a separate engagement lettey the nature of our reliance as well as
the requirements and responsibilities of both parties.

Our engagement will require communication with the predecessor auditors, They are required to
provide us with factual information regarding your accounting pohc:es and consistency of app]:catlo}\,

the work carried out by them concerning material balances in your prior financial statements, the

financial statement groupings and account balance composition that you may not have details of, and
any peculiarities in your business or mode of operation,

The working papers prepared in conjunction with our audit are the property of our Firm, constitute
confidential information and will be retained by us in accordance with our Firm's policies and
procedures,

Independence

Professional and certain regulatory standards require us to be independent, in both fact and appearance,
with respect to the Company in the performance of our services. We will communicate In writing to the

Audit Committee any relationships between BDO McCabe Lo Limited (including its related entities)

and the Company (including its related entities) that, In our professional judgment, may reasonably be
thought to bear on our independence. Further, we will confirm our independence in writing,

Any discussion that your representatives have with professional personnel of our Firm regarding
employment could pose a threat to our independence. Your recruitment of an engagement team
member from the current or prlor year’s audit in a financial oversight role may compromise our
independence. Engagement team members may include current and former Partners and siaff of our
Firm, other member firms of BDO International and other firms who work under our direction,
Therefore, you agree to inform us prior to any such discussions so that we can implement appropriate
safeguards to maintain our independence.

Further, Canadian regulations and our independence rules require us to ensure that all professional
services that we may provide to any entities in thie corporate group are pre-approved by the Audit
Committee, We agree not to perform any services without the pre-approval of the Audit Committee.
We agree to implement appropriate policies and procedures to ensure that any services that we are asked
to perform receive such pre-approval,

Cont’'d 4.../

S09

T



S

.

IBDO

Page 4

Cduﬂict of Interests

We provide a wide range of services for & large number of clients and may be in a position whereave
are providing services to clients in the same industry as you who may represeqt competing commetcial
interests to you or whose interests may otherwise conflict with your own, We canniot be certajn that we
“‘fill identify all such situations that exist or may develop, and it is difficult for us to ant{cipate all
situations that you might perceive to conflict. We therefore request that you notify us promptly of any
potential conflict affecting the engagement contract of which you are, or become, aware.

Where the above circumstances are identified by us or you and we believe that your interests can be
property safeguarded by appropriate procedures, we will discuss and agree with you the arrangements
that already may exist or that we will put in place to preserve confidentiality and to ensure that the

* advice and opinions which you receive from us are wholly independent of the advice and opinions that

we provide to other clients,

Confidendality

We will mdintain the strictest confidence with respect 1o any client's or former client's information.
Accordingly, your confidential information will not, withou Jour consent, be disclosed to any
individuals in our Firm beyond those who are in the region through which you engaged our services and
those individuals from other offices who are involved in performing services for you. Nor will it be
disclosed without your consent to anyone outside the Firmn, with the exception that we proceed on the
basis that we have your consent to disclose information required by fudicial, regulatory or professional
authority. ’

Pracéice Inspections

As reqlired by legal, regulatory or professional authorities (both in Canada and abroad) or by Firm
policy, our client files must periodically be reviewed by practice inspectors to ensure that we are
adhering to professional and Firm standards. We will proceed on the basis that we have your consent
to provide our files relating to your engagement to these practice inspectors for the sole purpose of their
inspection. '

Role of Management a2nd Board of Directors

Financial Statements

The preparation of the financial statements in accordance with €anadian generally accepted accounting
principles is the responstbility of management. This responsibility includes but is not limited to the
maintenance of adequaie accounting records and internal controls, safeguarding of assets, selection and
application of suitable accounting policies and appropriate disclosure of financial information in the
financial statements, ‘ :

In response to any non-trivial misstatements identified by us during the audit, management is
responsible for recording adjustments to the financial statements or otherwise concluding and
confirming in a representation letter provided to us at the conclusion of our audit that the effects of the
unrecorded adjustments are, both individually and o the aggregate, immaterial to the financial
statements taken as a whole,
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Management and staff will make available to us whatever records, documents, analyses, and other
mformatlon we request in connection with the efficient conduct of our audit,

It is the responsibility of the Board of Directors to ensure that policies are in place for effective
corporate governance, and to ensure that all unusual and material transactions during the year are
properly approved,

!

" Fraud and Error

Management is also responsible for the following with respect to fraud and error:
. the design and implementation of internal controls to prevent and detect fraud and error;

*  an assessment of the risk that the financial statements may be materially misstated as a result of
fraud;

. providing us with information relating to fraud or suspected fraud affecting the entity involving
management, employees who have significant roles in internal control, or others, where the fraud
could have a material effect on the financial statements;

. providing us with information relating to any allegations of fraud or suspected fraud affecting the
entity's financial statements commumcated by employees, former employees, analysts,
regulators or others; and

. communicating their belief that the effects of any uncorrected financial statement misstatements

aggregated during the audit are immaterial, both individually and in the aggregate, to the financial
statements taken as a whole,

Use and Distribution of Qur Report

The examination of the financial statements and the issuance of our audit opinion are solely for the use
of the Company and those to whom our report is specifically addressed by us, BDO McCabe Lo
Limited makes no representations of any kind to any third party in respect of these financial statements
and we dccept no responsibility for their use by.any third party.

If the Company plans any reproduction or publication of our report, or any portion of it, in an annual
report or other document, including electronic filings or posting of the report on a web site, copies of
masters' or printers’ proofs of the entire docurment should be submitted to us in sufficient time for our
review and approval before printing or posting. You also agree to provide us with a copy of the final
reproduced material for our approval before it is distributed. In addition, to avoid unnecessary delay
or misunderstanding, it is important that you give us timely notice of your intention to issue any such
document. Also, our reports should not be included in the SEDAR electronic filing system until you
have received written approval and a signed report from us.

Cont’d 6.../
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In addition, the audited financial statements and our report thereon should not be provzded or oﬂzerwxse
made available to recipients of any document to be used in connection with the offermg of securities
(including securities offerings on the Internet) without first submitting copies of the document to us in
sufficient time, for our review, In these cases, regulations generally require certain communications
directly from the auditor, such as a consent letter and comfort letters. Before we can issue such
correspondence, we need to carry out additional procedures in accordance with standards estabhshed by
the Canadian Institute of Chartered Accountants. !

Management Representations

1

; 4
At the conclusion of the audit, management will confirm in writing the representations made to us'in
connection with.the audit,

’Otheri.Servlces

Interim Financial Statements

We have been requested to perform a review of the unaudited quarterly financial statements of the
Company. An engagement letter for review engagement in accordance with the standards established
for such interim reviews will be issued to the Company separately,

Personal Information

It is acknowledged that we will have access (o all personal information in your custody that we require
to complete our engagement. Our services are provided on the understanding that:

. ‘you have obtained any required consents for collection, use and dlsclosurc to us of personal
information required under applicable privacy Iegxslanon' and

o we will hold all personal information in comptiance w:th our ?rwacy Staternent,

Electrom‘c Comununications

During the course of our audit, we may be required to communicate to you electronically by email or,
through the Internet. In some instances, electronic copies of your financial statements may be sent to '

you electronically or may be required by a regulatory body. As you are aware, there is security risk
attached to these electronic communications (including human error), Please communicate with us
regarding any issues or concerns you may have in this regard,

Cont’d 7.../
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Fees
‘ ¥

- Qur professional fees will be based on our regular billing rates which depeﬁd.on the means b} which and

by whom our services are provided, plus direct, out-of-pocket, expefises and applicable Goods and
Services Tax, and are due when rendered, Fees for additional services will be established separately.

The audit fee will be billed to the Company by thres equal instalments which are generally billed upon

commencement of the fieldwork, withdrawal from field by audit tearn and submission of draft accounts
respectively.

Dispute Resolution Procedures

If any dispute, controversy or claim arises in connection with the performance or breach of this
agreement, either party may, upon written notice to the other party, request facilitated negotiations,
Such fiegotiations shall be assisted by a neutral facilitator acceptable to both parties and shall require the
best efforts of the parties to discuss with each other in good faith thelr respective positions and,
respecting their different interests, to finally resolve such dispute.

Law and Jurisdiction

The agreement evidenced by this letter shall be governed in all respects by the laws of Hong Kong SAR. -

It is also irrevocably agreed between us that the courts of Hong Kong shall have exclusive jurisdiction
over any dispute including a counter claim or set-off which may arise in any way in connection with, or
in any way touching and concerning, this letter or the agreement evidenced by this letter or the legal
relationship established by this letter. However, notwithstanding the above, where the Company
carries on business in another country and disputes arise in respect of that business we shall reserve the
right to take appropriate legal action in the courts of that jurisdiction.

The above terms of our engagement shall remain operative until amended, terminated or superseded in
writing. '

If you have any questions about the terms of this engagement, please do not hesitate to contact us. For
our records, please acknowledge your agreement by signing and returning to us the copy of the
engagement letter enclosed.

Cont’d 8.../
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.
It is a pleasure for us to be of service and we look forward to many years of association with you,

e

Yours faithfully,
BDO McCabe Lo Limited

oo et Do Wl ool .

FLIVW/rt

Agreement of all the above terms, after full review, conslderation and discussion of them, is héfrcby
acknowledged by: | ’

Sino-Forest Corporation

VSQQ {/JQV{,(}}

Name Tames, [ s MEL Wyde

Name
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COPY

Private and Confidential . .

Audit Committee December 29, 2006
Sino-Forest Corporation

3815-29, 38/F Sun Hung Kai Centre Qurref: 52358/AH1206/2912
30 Harbour Road

Wanchai . ]

Hong Kong '

Dear Sirs, s

Thank you for requesting our Firm to audit the consolidated financial statements of Sino-Forest

Corporation (the “Company") for the year ending December 31, 2006, We are pleased to confirm our
accepmnce and our understanding of the terms of this engagement as outlined in this letter

This, letter will confirm our understandmg of the terms of our engagement to perform an audit of the
consolidated financial statements of the Company for the year ending December 31, 2006,

Ms, Fanny Li will be director-in-charge of all work we perform for you. We would like also to be helpful
to you on current problcms as they arise throughout the year, Hence, we hope you wilf call whenever
you feel she can be of assistance,

Where beneficial, it is our practice to have a second director on each client assignment. The purpose of
this arrangement is to have another director, kniown to you and your management associates, who is
familiar with your operations and who can substitute for Fanny Li in her absence or work with hier when
a second viewpoint is desired. Ms. Jenhifer Yip will be the second director for your engagement.

It will be the responsibility of Fanny Li and Jennifer Yip to make sure that your managerment receives

good services, They will, as desirable, call upon.other individuals with specialized knowledge, either in
this office or elsewhere in our Firm, .

Qur Role as Auditors

Conduct of the Audit

As auditors, our objective 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 accordance with Canadian generally accepted accounting principles,

At the concluslon of our audit, we will submit a report directed to the shareholders containing our
oplinion on the financial statements. If it appears for any reason that we will not be ina posmon to rcnder
an uniqualified opinion on the financial statements, we will discuss this with you.

Conf'd 2.1
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It is possible that we may determine that we cannot render a report or complete the engagergent. If, in
our professional judgment, the circumstances require, we will notify you of our resignation from this
engagement which shall conform to all applicable laws.

Our audit will be made in accordance with Canadian generally accepted auditing standards. We will
plan.and perform audit procedures to obtain reasonable assurance as to whether the financial statements
are free of material misstatement. This will include examining evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentatlon :

We will consider your internal control over financial reporting solely for the purpose of determining the
nature, timing and extent of auditing procedures necessary for expressing our opinlon on the financial
statements, This consideration will not be sufficient to enable us to render an opinion on the
eﬁ'ec;iveness of internal control over financial reporting,

Our audit is conducted primarily to enable us to express an opinion on the financial statements rather
than to identify all errors, fraud and other, illegal or possibly illegal acts, significant weaknesses in
internal control or other*irfegular:ties In addition, because of the nature of fraud, including attempts at
concealment through collusion and forgery, and audit designed and executed in accordance with
Canadian . generally accepted auditing standards may not detect a material fraud, If we identify

" . non-trivial misstatements in the financial statements, we will bring them to your attention as proposed

adjustments,

During the course of our audit, if we identify the following matters, we will communicate them to the
appropriate level of management and the Audit Committee:

. misstatements, other than trivial errors;

o fraud;

* misstaternents that may cause future financial statements to be materially misstated;
J illegal or possibly illegal acts, other than ones considered inconsequential;
e ' significant weaknesses in internal control; and

. certain related party transactions,

Cont’'d 3.../
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We will also make notes of any other matters that we believe should be brought to your attention and’
will communicate them to you. These might include.comments on internal control procedures,
management information systems, accounting policies and other client service matters. Audits do not
usually identify all matters that may be of interest to management in discharging its responsibilities, The
type and significance of the matter to be communicated will determine the level of management to
which the communication is directed.

Throughout the audit we will also be communicating with the Audit Committee on matters that bear on
independence, matters that pertain to planning and executing our audit and any other iatters {n addition
to those identified in the preceding paragraphs that we feel should be brought to their attention as
required by Canadian generally accepted auditing standards,

We may place reliance on the work of a specialist who is a member of our Firm, We will communicate
with them either verbally or through a separate engagement letter the nature of our reliance as well as the
requitements and responsibilities of both parties,

. R

C ‘
The viorking papers prepared in conjunction with our audit are the property of our Firm, constitute
confidential information and will be retained by us in accordance with our Firm's policies and
procedures.

~

. Jm{egeu dence

Professional and certain regulatory standards require us to be Independent, in both fact and appearance,
with respect to the Company in the performance of our services. We will communicate in writing to the
Audit Committee any relationships between BDO McCabe Lo Limited (including its related entities)
. and the Company (including its related entities) that, in our professional judgment; may reasonably be
thought to beac on our Independence. Further, we will confirm our independence in writing,

Any discussion that your representatives have .with professional personnel of our Firm regarding
employmeat could pose athreat to our mdependence. Your recruitment of an engagement team member
from the current or prior year’s audit in a financial oversight role may compromise our independence.
Bngagement team members may include current and former directors and staff of our Firm, other
member firms of BDO International and other firms who work under our direction. Therefore, you
agree to Inform us prior to any such discussions so that we can implement appropriate safeguards to
maintain our independence,

Further, Canadian regulations and our independence rules require us to ensure that all profcssiﬁnff!
_ services that we may provide to any entities in the corporate group are pre-approved by the Audit
Commyittee, We agree not to perform any services without the pre-appraval of the Audit Cormmittee. We

agree to implement appropriate policies and procedures to ensure that any semces that we are asked to

perform révelve such pre-approval,

Cont’d 4.../
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Coiiflict of In tere.?*ts : '

We provide a wide range of services for a large number of clients and may be in a position where we are
providing services to clients in the samg industry as you who may represent competing commercial
mterests to you or whose interests may otherwise conflict with your own. We cannot be certain that we

Il fdentify all such situations that exist or may develop, and it is difficult for us to anticipate all
SIIU&IIOUS that you might perceive to conflict, We therefore request that you notify us promptly of any
potential conflict affecting the engagement contract of which you are, or becofme, aware,

Where the above circumstances are identified by us or you and we believe that your interests can be
properly safeguarded by appropriate procedures, we will discuss and agree with you the arrangements
that already may exist or that we will put in place to preserve confidentiality and to ensure that the
advice and opinions which you receive from us are wholly independent of the advice and opinions that
we provide to other clients,

o

-Cou[fdentialig . .

We will maintain the strictest confidence with respect to any client's or former client's information,
Accondingly, your confidential information will not, without your consent, be disclosed to any
individuals in our Firm beyond those who are in the region through which you ehgaged our services and
those individuals from other offices who are involved in performing services for you. Nor will it be
disclosed without your consent fo anyone outside the Firm, with the exception that we proceed on the
basis that we have your consent to disclose information required by judicial, regulatory or professional

authority.

Practice Inspections,

As required by legal, regulatory or professional authorlities (both in Canada and abroad) or by Firm
poliey, our client files must periodically be reviewed by practice inspectors to ensure that we are
adhering to professional and Firm standards. We will proceed on the basis that we have your consent to
provide our files relating to your engagement to these practice inspectors for the sole purpose of their

.Inspection.

Role of Management and Board of Directors

: memml Statements

“The preparation and fair presentation of the financial statements in accordance with Canadian generally

accepted accopnting principles is the responsibility of management. This responsibility includes but is
not limited to the maintenance of adequate accounting records and internal controls, safeguarding of
assets; selection and application of suitable accounting policies and appropriate disclosure of financial
inforraation in the financial statements,

Cont’d 5.../
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In response to.any non-trivial misstatements identified by us during the audit, management is
resporsible for recording adjustments to the financial statements or otherwise concluding and
confirming in a representation letter provided to us at the conclusion of our audit that the effects of the
unrecorded adjustments are, both individually and in the aggregate, immaterial to the financial
statements taken as a whole,

Madnagement and staff will make available to us whatever records, documents, analyses and other
information we request in connection with the efficient conduct of dur audit.

It is the responsibility of the Board of Directors to ensure that policies are in place for effective corporate

governance, and to ensure that all unusual and material transactions during the year are properly,

approved, J

Fraud and Error
1

Management is also responsible for the following with respect to fraud and error:
. the design and implementation of internal controls to prevent and detect fraud and error;

. an assessment of the risk that the financial slatements may be materially misstated as a result of
- fraud; '

J providing us with information relating to fraud or suspected fraud affecting the entity involving
management, employess who have significant roles in internal control, or others, where the fraud
could have a non-trivial effect on the financial statements;

. providing us with information relating to any allegations of fraud or suspected fraud affecting the
_“entity's financial statements communicated by employees, former employees, analysts, regulators
~or others; and

. communicating their belief that the effects of any uncorrected financial statement misstatements
agpregated during the audit are immaterial, both individually and in the aggregate, to the financial

‘statements taken as a whole,

Use and Distribution of Qur Report

The examination of the financial statements and the issuance of our audit opinion are solely for the use
of the Company and those to whom our report is specifically addressed by us, BDO McCabe Lo
Limited makes no representations of any kind to any third party in respect of these financial statements
and we accept no responsibility for their use by any third party.

Cont’d 6.../
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?

If the Company plans any reproduction or publication of our report, or any portion of it, in an annual
report or other document, including electronic filings or posting of the report on 4 web $ite, copies of
masters' or printers' proofs of the entire document should be submitted to us in sufficient time for our
review and approval before printing or posting, You also agree to provide us with a copy of the final
reproduced material for our approval before it is distributed. In addition, to avold unnecessary delay or
misunderstanding, it is important that you give us time‘ly notice of your intention to jssue any such

" document. Also, our reports should not be included in the SBDAR electronic filing system until you

have recelved written approval and a signed report from us.

In addition, the audited financial statements and our report thereon should not be provided or otherwise

.made available to recipients of any document to be used in connection with the offering of securities
(including securities offerings on the Internet) without first submitting copies of the document to us u;t'

sufficient time for our review. In these cases, regulations generally require certaln communications
directly from the auditor, such as a consent letter and comfort letters, Before we can issue such
correspondence, we need to carry out additional procedures in accordance with standards established by
the Canadian Institute of Chartered Accountants,

Muanagement Representations

At the conclusion of the audit, management will confirm in wrltmg the representations made to us in
connection w:th the audit,

. Personal Information

It is acknowledged that we will have access to all personal information in your custody that we requlre to

. complete our engagement. Our services are provided on the understanding that:

U you have obtained any required consents for collectron, use and disclosure to us of perSOnaI'

+information required under applicable privacy legislation; and

3

. we will hold all personal information in compliance with our Privacy Statement,

Cont’d 7.../
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Electronic Communications . .

During the course of our audit, we may be required to communicate to you electronically by email or
through the Internet. In some instances, electronic copies of your financial statements may be sent to you
electronically or may be required by a regulatory body. As you are aware, there is security risk attached
to these electronic communications (including human error). Please communicate with us regarding any
issues or concerns you may have in this regard, f

Fees

Qur professional fees will be based on our regular billing rates which depend on the means by which anil
by whom our services are provided, plus direct, out-of-pocket, expenses and applicable Goods andl
Services Tax, and are due when rendered, Fees for additional services will be established separately.

The audit fee will be billed to the Company by three equal instalments which are generally billed upon
commencement of the fieldwork, withdrawal from field by audit team and submission of draft accounts
respectively.

Dispute Resolution Procedures

If any dispute, controversy or clalm arises in connection with the performance or breach of this
agreement, either party may, upon written notice to the other party, request facilitated negotiations, Such
negotiations shall be assisted by a neutral facilitator acceptable to both parties and shall require the best
efforts of the parties to discuss with each other in good faith their respective positions and, respecting
their different interests, to finally resolve such dispute,

Law and Jurisdiction

The agreement evidenced by this letter shall be governed in all respects by the laws of Hong Kong SAR.
1t is also irrevocably agreed between us that the courts of Hong Kong shall have exclusive jurisdiction
over any dispute including a counter claim or set-off which may arise in any way in connection with, or
in any way touching and concerning, this letter or the agreement evidenced by this letter or the legal
relationship established by this letter. However, notwithstanding the above, where the Company carries
on business in another country and disputes arise in respect of that business we shall reserve the right to
take appropriate legal action in the courts of that jurisdiction,

The above terms of our erigagement shall remain operative unti! amended, terminated or superseded in
writing. ’
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Yours GiithRly,
BUO MCABE LO LIMITED
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May 23, 2007 ' .

The Audit Committee
Sino-Forest Corporation

90 Burnhamthorpe Road West,
Suite 1208, Mississauga,
Ontario Canada L5B3C3

Dear Sir/ Madam:

We have audited the consolidated balance sheets of Sino-Forest Corporation (the "Company™).
as at December 31, 2006 and 2005, and the consolidated statoments of income, comprehensive '
income, retained earnings and cash flows for each of the years in the two-year period ended .
December 31, 2006. Our reports to the shareholders were dated March 19, 2007 on the financial
. staterents for the years ended December 31, 2006 and 2005. Our report on the finanoial
statements for the two-year period ended Decomber 31, 2006 is fo be. included in & short form
prospeotus (the “Prospectus™) relating to the issue and. sale of 13,900,000 common shares of the
Company, to be filed by the Company under the Secarities Acts of British Columbia, Alberta,
Mamtoba, Saskatchewan, Ontaclo, Nova Scotia, New Foundland and Labrador, New Brunswick’
and Prince Edward Island.

In order to consent fo the use of our audlt report In the Prospectus, our professional standards
" require that we carry out certain procedures including a review of the Company's interim finanoial
statements for the three months ended March 31; 2007 and 2006 and any other interin finanofal
statements that may be issued, and a review of subsequent events and fransactions, up to the date
the Company files the final prospecius with regulatory authorities. We are also required to update
our communications' with the Company’s legal ocounsel and obtain representations from
mianagement similar to'those we customarlly recelve as part of our annual audit,
"In connection with the proposed offering of securities, wo understand that the underwriting
. agreement will provide that we perform certain procedures for the purpose of issuing a comfort
fetter to Dundee Securities Corporation, CIBC World Markets Inc,, Merrill Lyuch Canada, Inc.,
UBS Securities Canada Ino,, Credit Suisse Securities (Canada) Inc,, and Haywood-Securities Inc,
(collestweiy, the “Underwnters”) The comfort letter would make reference o our andit report and
our review of the unaudited interim finanofal statements issued up to the date of the Praspectus,
and set out the procedures performed at tho Underwriters' request and the results of performing
those procedures, In addition, we understand thet the Underwriters have requested that we attend a
megting (the "due dihgence meeting") at which the Underwriters and the Underwriters’ legal
. cougisel wish to ask us certain questions in counection with our audits referred to above, and that
you have agreed to grant such request. - )

.We understend that the Undcxwrxters are experienced underwnters and will be carrying out
other procedures they deem appropriate to obtain whatever information they believe is necessary
to complete their investigation of the financlal affaits of the Company, Our sudits of the
Company's financial statements referred to above were not carried out for the purpose of such
investigation, and our auditors® reports, our comfort letter, and the apswers that we may give for
the due diligence mesting questions are not to be relied ypon for that purpose,

e
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.+ In accordance with professional standards, our audits wers carried out solely for the purpose
of providing us with sufficient appropriate audit evidence to support our opinion on the financial
statements referred to above. There is no assurance that the prooedures we petform for purposes of
the comfort letter and our responses to the due diligence meeting questions will address all of the
questions that the Underwriters and the Underwriters' legal counsel may have. You should be
awaro that there could be sensitive matters that the Underwriters and the Underwriters' legal
counsel may ask us to address either in the comfort letter or during the due diligence meeting that
could affect the outcome of the proposed offering of securities. Unless otherwise instructed by you,
wo shall attempt to pérform all of the requested pracedures and answer due diligence meecting
questions that are considered by us appropriate. ,

You acknowledge that we have no responsibility to you if the results of our procedures or our
answors o due diligence meeting questions result n termination of, or change in, the proposed
secuiitles offering or In misuse of any confidential information duscussed at the meeting, You also
acknowledge that you have requested us to co-operate in every way with the Underwriters and the
Underwriters' legal couusel, by performing the requested procedures and by answering any due
diligence meeting questions they may ask that are consldered by us appropriate.

"You also agree to Indemnify and hold harmiess BDO McCabe Lo Limited and our personnel
from any claim by the Underwriters and the Underwriters' logal counsel, or any other third party,
that arises as a result of our comfort letter or our responses to questions posted for the due
diligence meeting.

We shall advise the Underwriters and the Underwriters' legal counsel that information
aoquired by them in our comfort lotter or as a result of our responses fo their due diligence meetlog
questions is confidential and is fo be used only in connection with the securities offering referred
to above.

Our professional fees will be based on our regular billing rates which depend on the means by
which and by whom our services are provided, plus direct, out-of-pocket, expenses and applicable
Goods and Services Tax, and are due when readered, Fees for additional services will be
established separately.

The fee will be billed to the Company by two equal instalments which are generally billed
upon submission of the draft comfort letter and submission of the signed comfort letter
respeotively.

‘If any dispute, controversy or claim arises in connection with the performance or breach of
this: agreement, either party may, upon written notice to the other party, request faollitated
negotiations. Such negotiations shall be assisted by a neutral facilitator acceptable fo both parties
and shall require the best efforts of the partics to discuss with each otber in good falth their
respective positions and, respecting their different interests, fo finally resolve such dispute,

Cont’d....[3
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The agreement ovidenced by this letter shall be governed in all respects by the laws of Hong Kong
SAR. It is also frrevooably agreed between us that the courts of Hong Kong shall have exclusive
jurisdiction over any dispute including a counter claim or set-off which may arise in any way in
connection with, or in any way touching and concerning, this letter or the agresment evidesced by ‘
this letter or the legal relationship cstablished by this letter. However, notwithstanding the above, : 3
where the Company camdes on business in another country and dlsputm arlse in respect of that

business we shall reserve the right to take appropriate legal action in the courts of that jurisdiction.

Please confirm your understanding and agreement with the forqgomg by signing and dating a
copy of this letter and retuming it to us.

Yours faithﬁxlly,
BDO McCabe Lo Limited K

/%WAA Lionted

We have read and aceept the foregoing understanding,
For and on behalf of Sino-Forest Corporation

By Date

wl o,
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July 4, 2008 , L .

The Board of Directoss. . - t
Sino-Foredt Corporation

90 Busithaithorpe Road West,

Buito 1208, Miaglasnugs;

Untago Canada LSB3G3 '

Deax Sit / Madam:

W have audited the consolidated balance sheots of SinosForest Corporation (the "Camipany™)
s at December 31, 2006 and 2003, and the consolidated statoments of jncome, oomprehensive
income, retained camings and cash flows for exch of the yeaw in the twovyear petiod ended '
December 31, 2006, Our report to the shareholders was. dated Mareh 19, 2007 on the financial i
statements for the years ended Decoraber 31, 2006 and 2005. Owr repett of the findfiolal ;
staterments- for the two-yesr peried ended Decotber 31, 2008 i¢ to be incliaded in a oifRiihg ’-
mefnoratidun (the “Offeriag Memorandun™) celating fo the projosed issug of the coovertible
senfor notes; of the Cenphay, to° b filed: by the. Company wader the Secutitics Acts of Brjiivh
Culuibty, Altrerts, Mandtoln, Ontarts, Saskatohiwwan, Gudbes, Nova Seotla, Newfoundlind and
Taibrador, New Bruewickand Frinoe Biwad Ielaud as-apjirdptiate,

* Hy opbder to cbneent to the ke of our sudi rdport fi the Offédiy Memorantinn, our
profossionnl sandirds réquive st we oimy ont certaln provsdites. uelading o revlew of the
Compuiy's oonsolidated finanelal statementy for the-diveo months ended March 31, 2007 ahd
‘revidw of.sbsequent events and fratsnctions, p tothe date the Compatiy files fhe fmﬁfz progpectg
with ‘Yegislutory awhorites. We are dlso fequirad to update cur. commiunjeations, with the
Compinys legal counsdl and oblain represontations from tharagement $imilar to those we' '
oustomarily redeive ad pagt of cur angual andif.

In connection with the ptojesed offering 6F geaumtios; wo undepstand we will pecform.cegtain
procedures for the: purpese of issuing # comfoet fetter to Mexrill Lyrnioh, Pierco, Founer & Smith
carporated (Hie “Underwiiter”). Tho comfort letter-wauld make reférence 1o onr gudit vepott and ,
our reviaw of the ynaudited. Intetind consofidated. finanelal stataments, and sst out the frocedures i
peforracd ak the Underwriter's regieat aiid the resylts of porforming those pracedures, fn addition;
we understand that. the: Underwriter hds requested. that we attend a-mdeting {the: "due diligence :
meeting"y at wideh the. Underwriter atid ity légal poutisel with 1g' a¥k ue dertain questions in . : i
‘Cofitiection with ot dudits reforred to above, agd ‘that you have ligréed te grant such requést,

We indgrstand that: the Undersvrlter Is an expedenced underwriter aud will be camrying out
other provedures it desms approprite to obtaliy whatever information: It tielieves is sesessary to , :
complete their investigation of the financial affatrs of the Company. O audits. of the Comptary's V .
consolidated financial statements referted to abave wete not eastjed out for fhe puposs of such X
investigation, and our audifors! Feporty, ety sopifart letter, and tlle. answers that we may give for
the due dillgence meeting quéstions.ate notto betelied upon for that purpose.

e
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Th aseordance with professional standards, our audits were ctistled out solely for the purpose .

of providing us with sufficlent appropsiate audit evidence % suppart opr opinion on the
cortsolidated finamolal staterents reforred to above, There is no asgurante that the precedires we
perform for purposes of the comfort letter and our responses to the due diligence meeting
questions will address all vf'the questions that the Underwriter and {ts fegal caunsel moy have. You
shotild be awate fhat there ooufd be sensitive matters thit thie Underwriter and its legal connsel
rany ask us to address either in the eomfort letter or dining the due-dillgence mréeting that could
sffect the putebine of the proposed offering of securities, Uniless othieryise- tstraotod by you, we
shall afterapt to performi al] of the requestedl: procedures and apswer due dillgence mpeting
- ‘questions. that-are vonsidorsd By ui:appropeidts, '

You goknowladge that we have: no redpondlistiity fo-you If the tsults of Bur procedurss or our
ingwets 1 dye diligence inesting: questiors rosult [t teomination of, or thanje iy the proplised
-setweltles offbtiog vr-in miguse: of sty cenfidentfal tpformation discusséd at themeeting, You also
acknowledge that you Tiave tofjucited us to do-operdte it Svery way with the Underwsiter and its
legal counsel, by pecforming the réquesied provedures aod by answerlng any due diligence
meeting questions they may sk that ace considered by us appropriafe.

You alsy agroe to indomnify and hold hasmless BDO MoCabe Lo Limited and our pegsontiel
froi any olalin by the Underwriter and its Jegal eounsel, ordny other thikd party, thit.aviées as a
resuit of our comfort laiter or our resposes o questions posted for the dus difigence meetiig.

. We shall adiiso the Underwriter and'its lsgal counsel tut informution acqudred by ther in our
comtfort [etter or as a result of -our fespolses to thelr due dilipehoe mieting questiogs s
confidential and iy o beruged only {n-connection with the secuiitiés-offeriiig réferred 10 ahove,

. Our professionul fevs will bo baged oy cur regular bifling rates wirloh depend an the fneans by
‘which aind by whara dur serviges are provided; plus direct, out-offocket; oxpenses and applicable
Goetls and. Services Tax (If any), and are due when rendered, Foes for ndditfonal services will be
estublished separately. ‘ '

. The feo will bs bitled to the Compuay by twa equal Ingtalments. which are. gonerally bitled
tpon mibindpsion of fie draft comfort lattdF add subindssion of the sigued goitort letisr

" tespaotively:-

If any dispute, controversy or claim arjses i vonuition with ffio performarniee o breach of -

this dgreement, éither patty rhay, upon written netice to the otffek party, request. Racilitated
.negotiations. Suoh negotiations shall be assisted by a noutral facilitator agpeptable to both parties
and shall require the best efforts of the partles to disouss: with esch other in good. fuith thelf
© respootive positions and, respecting their different interests, to finally resolve such disputs.

Cont'd 3.,/
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Thedgteentent ovidénoed by this ltter shall be governed i all respests by the laws f Hong Kang

SAR. It 15 ulso irrevovably agread between us flia the courts of Hong Kong shall favo cholusive
jurisdiotion over any dispute ineludiug a connter-olalm or set-off which. may erise in any way in

sonneetidn with, or iny 4y way touching and ooneerning, this letter oy the agreement ovidenced by

fhis Jetter or the Iegnl relatlonship esfablished by this fefter. Howaver, netwithstandlng the abave,
where the Compiity oatries on business fiv apothief ountty and disptes arise in respect of thet
businioss we shall Tesetve tho tighit'to taks appropriate legdl action i in the courts of that jurisdiction,

Pleass eonfirm your understanding and sgreement with the fapsgoing Iy mgning and dating a
copy of ts letter and refurning, it to us.

Yours faithfully,
BDQ MeCabe Lo Limited . .

Brow Wbty fy fibed | | ?

ORI WY ms

We have te4d.grid avee t the forsgoing understanding.
Eor-opd on Aeha {0f Sito-Forest Corparation
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May 15, 2009 o @PY

The Board of Directors

Sino-Forest Corporation Our ref :52358/SH0509 ' ’
90 Burnhamthorpe Road West,

Suite 1208, Mississauga;

Ontario Canada L5B3C3

Dear Sirs / Mesdames:

We have audited the consolidated balance sheet of Sino-Forest Corporation (the "Company™)
as at December 31, 2006, and the consolidated statements of income, retained eamings and cash
. flows for the year ended December 31, 2006, Our report to the shareholders was dated March 19,
2007 -on the financial statements of the Company for the year ended December 31, 2006, We
understand that our report on the financial statements for the year ended December 31, 2006 will
not, be ‘included nor incorporated by reference in a short form prospectus (the “Prospectus”)
relating to the proposed offering and issue of common shares (the “Common Shares”) of the
Company, to be filed by the Company under the Securities Acts of British Columbia, Alberta,
Manitoba, Saskatchewan, Ontario, Nova Scotia, Newfoundland and Labrador, New Brunswick and
Prince Edward Island., _ .

. For the purpose of the portion of the offering, in which, the Common Shares will be. offered
in an international offering by Credit Suisse Securities (Canada) Inc, and other underwriters to be
determined later (collectively the “Underwriters™), an offering memorandum which includes the
Prospectus (the “Offering Memorandum™) will be issued by the Company. We understand the
financial statements of the Company for the year ended December 31, 2006 will be incorporated
by reference and our report thereon dated March 19, 2007 will be included in the Offering
Memorandum,

In order to consent to the use of our audit report in the Offering Memorandum, our
‘professional standards require that we update our communications with the Company's legal
counséls and present auditors and obtain representations from management similar to those we
customarily receive as part of an annual audit.

Iq connection with the proposed offering of securities, we understand we will perform certain
procedures for the purpose of issuing a comfort letter to the Underwriters. The comfort letter will
make reference to our audit report, and set out the procedures performed at the Underwriters’
request and the results of performing those procedures. In addition, we understand that the
Underwriters request that we attend a meeting (the "due diligence meetmg") at which the
Underwriters and the Underwriters’ legal counsels wish to ask us certain questions in connection
with oyr audit referred to above, and that you have agreed to grant such request.

Cont'2.../
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We understand that the Underwriters are experienced underwriters and will be carrying out

other procedures they deem appropriate to obtain whatever information they believe is necessary

to complete their investigation of the financial affairs of the Company. Our audit of the Company’s
- financial statements referred to above will not be carried out for the purpose of such investigation,
and our auditors’ report, comfort letter, and the answers that we may give for the due diligence
meeting questions are not to be relied upon for that purpose.

In accordance with professional standards, our audit was-carried out solely for the purpose of
providing us with sufficient appropriate audit evidence to support our opinfon on the consolidated
financial statements referred to above.” There is no assurance that the procedures we perform for
purposes of the comfort letter and our responses to the due diligence meeting questions will
address all of the questions that the Underwriters and the Underwriters’ legal counsels may have,
You should be aware that there could be sensitive matters that the Underwriters and the
Underwriters’ legal counsels may ask us fo address either in the comfort letter or during the due
diligence meeting that could affect the outcome of the proposed offering of securities, Unless
otherwise instructed by you, we shall attempt to perform all of the requested procedures and
answér due diligence meeting questxons that are considered by us appropriate.

You acknowledge that we have no responslbillty to you if the results of our proccdures or our
answers to due diligence meeting questions result in termination of, or change- in, the proposed
securities offering or in misuse of any confidential information discussed at the meeting. You also
acknowledge that you have requested us to co-operate in every way with the Underwriters and the
Underwriters’ legal counsels, by performing the requested procedures and by answering any due
diligence meeting questions they may ask that are considered by us appropriate.

You also agree to indemnify and hold harmless BDO Limited (formerly known as BDO
McCabe Lo Limited) and our personnel from any claim by the Underwriters and the Underwriters’
legal counsels, or any other third party, that arises as a result of our comfort letter or our responses
to questions posted for the due diligence meetmg or conference call.

We shall advise the Underwriters and the Underwriters’ legal counsels that information
acquired by them in our comfort letter or as a result of our responses to their due diligence meeting
quéstions is confidential and is to be used only in connection with the securities offering referred
to above,

You will arrange for us to receive copies of proofs of the Prospectus and the Offering
Memoradum prior to filing as applicable so that we may carry out the required procedures. You
will alSo provide us with a copy of the documents filed with the regulators.

Our professional fees will be based on our regular billing rates which depend on the means by
which and by whom our services are provided, plus direct, out-of-pocket, expenses and applicable
Goods and Services Tax, and are due when rendered. Fees for additional services will be

established separately.

As agreed, the fee for the above scope of work amounts to US$60,000. The fee will be billed
to the Company upon submission of the final comfort letter.

Cont’d 3..../
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If any dispute, controversy or claim arises in connection with the performance or breach of .
this agreement, either party may, upon written notice to the other party, request facilitated .
negotiations. Such negotiations shall be assisted by a neutral facilitator acceptable to both parties

and shall require the best efforts of the parties to discuss with each other in good faith theit
respeotive positions and, respecting their different interests, to finally resolve such dispute.

The agreement evidenced by this letter shall be governed in all respects by the laws of Hong
Kong SAR. It is also irrevocably agreed between us that the courts of Hong Kong shall have
exclusive jurisdiction over any dispute including a counter claim or set-off which may arise in any

"way in connection with, or in any way touching and concerning, this Tetter or the agreement
evidenced by this letter or the legal relationship established by this letter. However,
notwithstanding the above, where the Company catries on business in another country and disputes
arise in respect of that business we shall reserve the right to take appropriate légal action in the 3

" courts of that jurisdiction,

Please confirm your understanding and agreement with the foregoing by signing and dating a
copy of this letter and refurning it to us.

Yours faithfully,
BDO LIMITED

We have read and accept the foregoing understanding,
alf of Sino-Forest Corporation -

Date )‘\a\)‘ \r), 03 : R
< B
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June 22, 2009 @@ E@Y ’

" The Board of Directors
Sino-Forest Corporation Our ref :52358/SH0609/2206
90 Bumhamthorpe Road West,
* Suite 1208, Mississauga, ' '
Ontatio Canada 1.5B3C3 ' , '

Dear Sirs { Mesdames:

Wo have audited the consolidated balance sheets of Sino-Forest Corporatlon (the "Company™)
as at December 31, 2006 and 2005, and the consolidated statements of income, retained eamings
iand cash flows for the years ended Decomber 31, 2006 and 2005, Our report to the sharcholders
was ‘dated March 19, 2007 on the financial statoments of the Company for the two years ended
December 31, 2006, We understand that our report on the financial statements for the two years
ended Decembcr 31, 2006 will be incorporated by reference in an exchange offer memorandum
(the “Memorandum™) relating to the offer to exchange any and all outstanding US$300,000,000
9.125% guaranteed senior notes due 2011 issued by the Company.

In order. to consent to the use of our audit report in the Memorandum, our professional
standards require that we update our communications with the Company's legal counsels and
present auditors and obtain representations from management similar to those we customarily
receive as part of an annual audit,

In gounection with the proposed exchange offer, we understand we will perform cerfain
procedures for the purpose. of issuing a comfort letter to the dealer manager, Credit Suisse
Seourities (USA) LLC (the “Dealer Manager”). The comfort letter will make reference to our audit
report, and set opt the procedures performed at the Dealer Manager’s request and the results of

. performing those procedures. In addition, we understand that the Dealer Manager's request that we
attend & meeting (the "due diligence meeting®) at which the Dealer Manager and the Dealer
Manager’s Jegal counsels wish to ask us certain questions in connection with our audit referred to
above, and that you have agreed to'grant such request.

- We understand that the Dealer Manager is an oxperienced dealer manager and will be
catrying out other procedures it deems appropriate to obtain whatever information it believes is
necessary to complete its investigation of the financiak affairs of the Company. Our audit of the
Company’s financial statements referred to above will not be carried out for the purpose of such
investigation, and oyr auditors’ report, comfort fetter, and the answers that we may give for the due
diligence meoting questions are not to e relied upon for that purpose.

Cont'd2..../
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In accordance with professional standards, our audz{: was cartied out solely for the purpose,of
providing us with sufficient appropriate audit evidence to support our opinion on the consolidated
financial statoments referred to above, Thers is no assurance that the procedures we perform for
purposes of the comfort lettor and our responses to the due diligonce meeting questions will
address all of the questions that the Dealer Manager and the Degler Manager’s legal counsels may
have. You should be aware that there could be sensitive matters that, the Dealor Manager and the
Dealer Manager’s counsels may ask us to address cither in the comfort letter or during the due

- diligence meeting that could affeot the outcome of the proposed exchange offer. Unless otherwise

instructed by you, we shall attempt to perform all of the requested procedures and answer due
diligence meeting questions that are considered by us appropriate.

You acknowledge that we have no responsibility to you if the results of our procedures or our
answers to due diligence meeting questions result in termination of, or change in, the proposed
exchiange offer or in misuse of any confidential information disoussed at the meeting, You also
acknowledgo that you have requested us to co-operate in every way with the Dealer Manager and

- the Daaler Manager’s legal counsels, by performing the requested procedures and by answering

any dé.e diligence meeting questions they may ask that are considered by us appropriate,

You also agree to indemnify and, hold harmless BDO Limited (formerly known as BDO
MeCabe Lo Limited) and our personnel from any claim by the Dealer Manager and the Dealer

‘Manager's legal counsels, or any other third party, that arises as a result of our comfort letter or our

resporses to questions posted for the due diligence meeting or conference call,

We shall advise the Dealer Manager and the Dealer Manager’s legal counsels that information

acquired by them in our comfort letter or as a result of eur responses to their due diligence meoting

questions is confidential and is to be used only in connection with the exchange offer referred to
above .

You will arrange for us to _receive copies ot; proofs of the Memorandum prior to filing as
applicable so that we may carry out the required procedures, You will also pmvide us with a copy
of the documcnts filed with the tegulators as applicable,

Our professional fess will be based on our regular billing rates which depend on the means by

.which-and by whom our services are provided, plus direct, out-of ~pocket, bxpenses and applicable

Goods and Services Tax, and are due when rendered. Fees for additional services will be
established separately. :

As agreed, the fee for the above scope of work amounts to US$58,000, The fee will be billed
to the Company upon submission of the final comfort letter.

Cont’d 3..../
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If any dispute, controversy or claim arises in vonnection with the performance or breach of
this agreement, either party may, upon written notice to the other party, request failitated
negotiations. Such negotiations shall be assisted by a neutral facilitator acceptable to both parties
and shall require the best efforts of the parties to disouss with each other in good faith their
respective posltions and, respecting their difforent interests, to finally resolve such dispute.

 "The agreement evidenced by this letter shall be governed in all, respects by the laws of Hong
Kong SAR. It is also irrevooably agteed between us that the courts of Hong Kong shall have
exclusive jurisdiction over any dispute including a counter claim or set-off which may arise in any
‘way in connection with, or in any way touching and concerning, this letter or the agreement
avidenced "by this letter or the logal relationship - established by this letter, However,
notwithstanding the above, where the Company carries on business in another country and disputes
arise in respeot of thet business we shall reserve the right to take appropriate legal action in the
courts of that jurisdiction. '

Please confirm your undetstanding and agreement with the foregolng by signing and dating a

. | ‘copy ﬁf this letter and refurning it to us.
9

Yours faithfully,
BDO Limited

W

We have read and accept the foregoing understanding.
For and on pehglf of Sino-Forest Corporation

74 JUN 2008

Date

iy
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Novembor 18, 2009 | | ' “

The Boatd of Direstors ,

Bino-Forest Corpordtion Our rof: 52358/ I20181]
90 Butnhamthorps Road West,
Suite 1208, Migsissauga,
Oritarfo Canatln. LSBIC3 ' ; o

Desir it/ Madar;

We have apdited the contselidated bialance sheet of Sino-Foreist Corporation (tie *Compiny™)
as at Decembor 31, 2006, and the consolfdated statements of nbome, retalned etraings and eash
flows for the year ended December 31, 2006. Qur roport 1o the sharshslders was dited March 19,
2007 on the fissncin| statoments.for the yoar ended Decomber 31, 2006, Ourrepart en the finaucial
stataments for tie yar ended Daeomber 31, 2006 1 to be incorporated by reference in-an offering
momorahdum (tfie “Offéring. Memomtduin®) velaflng to the proposed. fssuo of the convertible
senior notes of the Company, to. be- filed by the Comphiy wnder the Seourities Acts of Btitish
Columbin, Alberta, Manitola, Ontario, Saskatoliewdin, Hova, Sesfia, Newoundland and Labrador, k.
New Brimgwick and Princo Bdsvard Island.  Our consent loefter will e fucluded in the. Offetibg -
Merigrandum. ‘ '

In order to consent to the use of oir andlt weport I the Qﬁéi:?gwg Memorandunm, otr
professional standards require fhat wo vwpdate our cpmmunidativis with the Coinpany's logal
cowniscls and prosent auditors, and obtala represeutations from mauagenrent similak to fhose We
ouistormyrily receive ag prrt of our ansual audit,

Tn conueetion with the proposed offtring of secutities; we undetstand e will perform vertain
procedures for thie puspess of issuing a eomfort lottor to Guegfit Buisse Seuritivs (USAY LLC as 4
reprosentative (the “Reprosentative”) of several flfial purchinivs to b deétermingd fhter, Thie
comfort lotter wouldmaky reféronce teraur audit.report and setont fhe propeduces pocformed at-the

‘Repigsontitive's request mmd the results of performing fhose proosthmes. To addifion, we
npderitand that the Rupresentativs hig requested thit we. attend 2 rhesting (e “due’ diftgence
mepting”) af which lie Representative wid. its legal vottisels wish W s us certiln {uestions o
eonnestion with.ouraudit:referred fo above, and that you have agrosd o grdht sudliagguest.

We: understand-fliat e Ropresentatlve Is an expiorfonced agent and will' be camying ont-ofher

_ procedures it destns appiopriate to obtain whatover Inforniation it believes is nacessary fto

complate its investigation of the findneidl affaits of the Company. Our audit of the Comipany's

ponsolfdated Financial statements yoforrgd to above Wik hot cartied out for the putpose of such

{nwestigation, and our auditors” report, ourcomfort letter, and the answers that we niay give for fhe
dué diligenve meeting questiotis ate not 1o b rslied upon:for that purpose,

*
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In aceordanve with professional standards, our audit was canted otit solely for thie purpose of

providing us with suffleiont. appropriste audit evrdence to support pur opiiiioh on the aonseliddtgd
financial statéments referted to above, Thert 5-na assuranes that tie procedures we perform for
purposes of the comiort letter and eur responses: to- the: due. diligence. meetiig, questions will
address afl ofiths questions: that thie Represontative and.its logl caunsslsmay have, You should be:
aware that there eould be. sensitive. nrafters (hat e Rupresmitafive-atid its lopal dounsgls mdy ask
s to addtess eftherfit the cortifort fetter or duting fhe due dlhgelwe nekting that covld affgct the
outeoms of tho propased. effering of sdvurities. Uliless oﬂneryase insbsted by yat, we shall
attempt:to pesformi all af the t¢qussted procedures ohd answer dup difigance. meéfing questions that
ave considered by us appropridte;

You acknowledge that we have no: respvnstbﬂity 'to you if the fesults-of i procedms or our
answers to due diligence ineeting questions resulf i termination of, ot clasige in, the proposed
secutities offering ar In misuse of any eonfidential information diseussed at the meeting.. You.also
acknowledge that you have requested us to co-oparate in every way with the Representative and its
legal counsels, by psrf@nnini tlie requested provedures -and by answoring auy due- diligence
meeling questions they may ask that are vorsidérsd by ve: appropriste.

Yoit alsa agico-to Indemetty-snd: Hold tigrmfess BRO Liiited, and ‘our pessonnel. fram ariy
elaim by the Represontative and its legil oattssls, orafy other thitd party, that:afisdsas a.result of
our comfort [efter-or onrzesponsss fo guestions pasted. for ﬂle‘é;l&d!ﬂ,gellcs weeting ar conference
eall.-

We shall #dvise the Represeitative aﬁ'd 1ts lejzal coursely:timt Information aequired by them iy
out conifort lstter or as a result of our respouses tp their due- diligence moeeting questions s
vonfidential and js to be used. uuly it connection witlhthe seouritiey offering voférred to’ ahove

You wHl arrange for s to receive copies of proefs of the Offeting Memorandum prmr to
filing as applicablo so that wo wiay, catry-ouf the roquited provedies. Youwill also provide-is with
3 eopy of thedacugiehts filed syifh e tcgu1qtom

Ovur professional fees will be based ot our-regular billing;rates. whxbh depend on.the.means by

vehiloll and by whom our services are provided, plus dircet, out-nfipodket, exponses and applicable
Goods and Services Tax (if any), and ave duo witen repclered, Fess ﬁimddftfonnl gervioos will be

 established. separatelys,
As agtoed, the fee fovvthe above scope of work aniousts-to US$48,000. The fee will be billed

. to the Conipany-upon submission of the final conifort letter to the Gompany.

If any dispute, contraversy or olaint arfses in conneetlon with tle perforniance or breach of
thils agreement, elthor party may, upon written sotlees to: the other parfy, request facilitated
negotiatjons. Such. negot“ations stiall b5 as‘éfs‘t@ﬂ by d fisiitial fﬁ,@llktator agesptable to bvth parties
and. shall tequire the. best wfforts of ihe parties to discusy With euoh. oftier 1y goed fiith Higlr
respective positons alid, éspecting fieir. diferent interésts, to ﬂna}lymsbi% such dispute.

Contd 3./
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The agreetent avidsnced by tiis:letter shall bp.goverhed in all resptots by the laws of Hong
Kohg SAR. It s alsa Irievosably apeed. batweeh us that the cours of Hong Kong hiftt have
exclusive jursdiction overany: dispute ineluding:a connter alnim or set-off whish niay atise in dny
way In conneeffon. with, or in my way touching and conceining; this leiter or the agreement
evidenced hy ‘this Iefier or (he lggal ielationship. estabifshed by fhis lJetter.  Howeyen,
notwithstanding thie sibiye, Wirefs: th Cotipny catrivs o bustiiess th aotlior sotmitey dnd diSpllms
avise it rospest of diat busihess wo-shall reserve the el to tike a{:ramprmtﬁ tegial aetlan lb fhig
eourts of that Jurisdiction,

Plense gfc'ﬁ_ﬁlrm your x;:'fdexrst‘aﬁd»mg dnd ageosment with the foregolng by signiiig and dating a.
copy of tliis letter and. retirning it to is,
Yoursdaitifully, - , . S :
BDO Lintited ‘ ,

A9 e

We have read agtdfnccépt the forogoing andersfandmg.
it beh@lf of Bino-Ferest Corperaticit : . 1
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.+ Wo hitvé-idited v boaslidlitod balauce sheatof Bito-Rorost Cotporation{ille *Cumpuayy
as at Diecomber 31,2006, aind fig cotivolldnted siateitonts of icoihe, remlinlaviiigs atvd cesl
flows for the yoar.ended. Recember 31, 2006.-Qur report to the shatehalders Wes daped Mareh 17,
2007 on. the financial statements of the: Company: for the yoar onded. Dievembes 31, 2006, We
imdpistand that enr wepott o tie fitancial staterents fot: fho yery etided Dovermber 31, 2005 will
be inicoiiorated by igferdnce itjja. dhort form prospusy (tlie “Prosiestis”y:and by i dritermitional
expmpt offerliig nieitdrandug:(the “Offering Metignindiii™) valating to: the prapused efferfmg and
Issue: of sommon shares {the “Cammon Sharey”) ef the Campany, did the Prospeetus:is to bo flled
by the Company uader the Securitles Aots.of British Columbla, Alberfa, Matittaba, Saskatoliewan,
Drutio, Quebss, Novi: Scotis, Newfoundlany and Labirader; Wety Brunswick and Princs Bdward
Island,

For the purpose of, the, portion of the effering; In wlith, the. Comman Shaies will be offered
in an nternational offering by Crodit Suisse Seeuritios (Conada) Ine, and othée underwiitsrs to' be
deterindited: Jutetr-(Calleefively thie “Undecwriters), the Offeting Memsoraudion. which inclodes the
Prospegtuy incorporatett by refererice thorein will be issued. by tie Cuihpany. We also understand
that eur consent lefter for Gur repert dated March 19, 2007 will bs Insluded ii the Offering
Memerandum, '

In opdet to cutisént o the wse of our sudit repurt in the Riespuetus. and. the Offering
Menytddum, oue profssiong] stadieds teqtitee fint we update our cotmmunioations with the
Cotmpiriy's legal courizels &nd. prosont guditors ahd obfally eepreseritations i management

sitnilar to-those wi Sistomatily regstveas part of ddwiugl andit,

 Ip conmection with the proposed. offesing of sevurikiss, we understand we-will perform oertain
proebdutes for-thig plrposs of issuing a cotirfort lstterto the Underwriters, The oomfbrf [etter will
- ks ‘refetotios to our audit.roport, and set out tlie procedures pyrformed at hie Uhdotviriers’
‘tegupst and the results of perfontiing those |rocedines. In addition, we widerstand that tie
Undurvadters xequest that wve atfend a meeting (the “due diligence mesting”) at which the
Underwriters and the Undorwriters’ legal counsels wish to ask us eertain questions in conaeotion
yvith our audit iefarred to above, and that you have agreed to gratit such request.

Cont'd 2.../
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~ We understaud. that the Underwriters are experisnced widerwriters and will be catiyitig ot
other {itacedres they deerit appropiidte to oblain whatever jnformation. they believe is neceisary
to-complete fieir investigation of the financial affaits of the Compitiy: Qur andit of the Company’s
finaneidl statements refesred to above will not he sarsied ent for the:purpose of such irvestigation,
and our auditors’ report, corifort letter, aud the answers that we may give for flie due diligence
heetitig questions are not to bie rolied upon for that purpose.

In accordance with professional statidards, aur audit was oattied eut solely forthe prirpose of
providing us with sufficient appropriate audit evidonce to support our opirion en the consotidated.
financial statemonts roferred to above. There is no dssutance that the procedurss we perfbrm for
putposes of the gomfort leller and eur respolises to the due. diligsnce meetitig questions will
address.all of the questions that the Underwriters and the Underviiters” kegal coutisels may Have.
You should. be aware that tlere could be sensitive matters that the Underwyiters and the
Underwriters’ legal connséls may ask us to address. either in the cowfort fefter or during the duwg.
diligence meeting that eould affect tiie owconte of e proposed offesing of sacusitios, Ualess
otherwiss instructed by you, we Shall attemipt to peifbrm. all. of the. reqriested proredures. and
atiswer due diligence niseting guestichy tliat are oolislderdd. by us appraptiste.

Yo ackioyitedise thatsve luve fio responsibility:tir yiou if thessilts of aut piiseiures-of-our’
answers:to due diligenes meeting questious. resnlt in tatmination-of; or change. I, the propesed
seeuclties offering or in misuse of any confldential difornation disoussed at the mesting. Youralso.

" atknowledgo tiat you litve requested us to co-operatsil every way with the Underwrifers and fho.
Underwriters' [epal covosels, by performing, the.réquestéd procedutes aiid by answeting any doé-
- diligence meefirig questions thiey may-gsk that are coisidered by us appropridte,

You also agree to indemnify and hold hawnless BDO Limited and our personme] from. any
elnim by the. Underwriters and the Underwriters? lagal vouwsely, or wmy other third party, thet srlses
a3 8 rosult of our conifort lefter or aur.resporises ta questions posted for the die.diligence meeting
or'eonferenet ¢all, ’

We shall advise the Underwriters and the, Undenvriters’ logal. counsels that informhtion
acqpivett by thei in our confér lotter or as zesult of vurrespenses to thcixndqw;i-ili&génw nveting
qustions is canfidential and Is:te be used oty ih connection with the seonrities offering referred
to dbove,

You will arange for vs to receive copies of proofs of the Prospectus and the Offoring
Memorandumn prior to filing as applicdblo so that we.may eavry out the raquired procedures, You
will also provide us with a copy of the documents filed with the regulators.

" Qur profossional fees will bo based.on ot tuular bifling.rates whish depond on thi feans by
which: and by whom our seryices are pravided, plus direst; ent-ofipakel, ciperises and Apphicable
Gootls and Services Tax, and are due vhen rendbred, Fees for additional services will o

estahﬁ"hedsq)mate[ 5.

As dgreed, the fed.for the abiove stopodof wark dinoutits-to U§$48,000. Ths feo will bis Bilfed
to the'Company wpen submission of the final cotirfort letter to the Cornpaay, :

Cont’d 3.../
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If any dispute; controversy or ofaim axises fiv connéetion with the peiformance or hieach of
tiis agreement, eithes party may, upon (wiftten. natice fo the other phity; request facilitated
negotiations. Such nepotiations shall be assisterf hy a neutral ficllitgter noceptable to both partios
and shall require the best offerts uf the parfies to discuss with each ofher in good fuith their
mpsetwe positions and, respeoting thelr-different hitexcsts, to finally tesdlve sneh dispute.

'I‘!m <agresmefit evidejiced by thls letter stiall b governed in all esapects. by the laivs of Hoig
Kong SAR, It is alse itovosdbly ngreed bebveen us ligt tis cauts of Honf Kang shall have
“exclisive jurisdlction aver any dispute including a pounter-clalin.of set-off wirlch nay atise in any
way in connection with, or In any way touching and cowcerning, this letter or the agreement
evidencetd by this letter or the lugal relatiowship established by ‘this letter, Howevet,
fotwithstanding the above, wliere-the Coimpany eairies on business fd diotitey country dnd disputes
atise in vespeot of that b.lvs,iues's we shall reserve the right to teke appropriate logal actlen ln the
courts of that jutlsdietion.

Please confirm your understanding and agreement with the foregoing by signing attd dating a
coPy of this letter and veturning it to us, )

Yours faithfylly,
BDO Limited

Aé et

Wohigve:redd gud- aceopt {He-forogafing undgrsmndingf
Foi-5tid etyBebidifof Simk%i‘&st Cisrporation

73 NOV 2008
Dato ’

/o
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Conrt File No. CV-12-5667-00CL

ONTARIC
SUPERIOR COURT OF JUSTICT:
COMMERCIAL LIST
THE HONOURABLE MR. ) WEDNESDAY, THE 25"
JUSTICE MORAWETZ ) DAY OF JULY, 20t2

THE MATTER OF A PLAN OF COMPROMISE AND
GEMENT OF SINO-FOREST CORPORATION

ORDER
{Mediation)

THIS MOTION, made by FTI Consulling Cavada [ne. in ils capacity as monitor {the
“Monitor”) of Sino-Forest Corporation (the *Applivant™ for -a consent order concerning
mediation and related relief wags heard this day a( 330 Universily Avenue, Toronto, Ontario.

ON READING the Monitor's Notice of Motion deted July 13, 2012 and the Fifth Report
of the Monilor dated July 13, 2012 (the “Fifth Report™), the Responding Motion Record of the
Applicants and the Responding Motion Record of Péyry Beljing (as defined below), and on
hearing 1he submissions of counsel for the Applicant, the Monitor, the ad ho¢ committee of
Noteholders (the "Ad Hoc Noteholders™), the ad hoo group of purchasers of the Applicant’s
securities (the “Wlaintiffs™) and the other defendants in the Ontario Class Action and the Quebec
Class Action (the “Third Pavty Defendants™) and those other parties present, ho one appearing
for any of the other parties served with the Monitor’s Motion Record, alihough duly served as
appears from the atfidavit of service of Alma Cano sworn July 13, 2012, filed,
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SERVICE AND INTERPRETATION

1. THIS COURT QORDERS that the lime for service of the Notice of Motion and the Metion
Record, including the Fifth Report, is hereby abridged and validated such that this Motion is
properly returnable today and hereby dispenses with further service thercofl

2. THIS COURT ORDERS thal capitalized terms used hersin and not otherwise defined
shal) have the meaning given to them (i the Fifth Report.

MEDIATION

3, THIS COURT ORDERS that the partics eligible 1o participate in the Mediation pursuant
to paragraph 5 of this Order are the Applicant, the Plaintiffs, the Third Parly Defendanis (which
shall be read o exclude Poyry (Beijing) Consulting Copapany Limited (“Péyry Beljing™)), the
Monitor, the Ad Hoc Noteholders and any insurers providing coverage in respect of lhe
Applicant and the Third Parly Defendanis (collectively, the “Mediation Partics”) .

4, THIS COURT ORDERS that the subject matter of the Mediation shall be the resolution
of the claims of the Plaintiffs against the Applicant and the Third Parly Defendants as set out in
the stateiments of claim in the Ontario Class Action and the Quebec Class Action and any and'all
related claims (the “Subject Clahms™), provided that for the purpose of the Mediation, the
Plain(iffs shall not seek contribution from any of the Mediation Parties with respect to amounts
that could have been sought by the Plaintiffs from Péyry Beljing had the Plaintiffs not reached a
settlement wilh PByry Beijing (the “Piyry Settlernent™) and provided that the Plaintiffs shall
provide to the Medialion Parties, within 10 days of the dafe of this Order or such further time as
this Court tmay direct, a written sutnmary of evidence proffeved by Pdyry Beijing pursvant {o the
Payry Settlement, which summary shall be treated in the same manner as material in lhe Data
Room (as defined below) pursutant to this Order,

5. THIS COURT ORDERS that, where practicable, the Mediallon Partiea shall participale
in the Mediation in persor and with representatives present with full authority to settle the
Subject Claims (Including any insurer providing coverage), provided that, where not practicable,
(he Mediation Parties may paricipate in the Mediation through counsel or other representatives,

subject to those counsel or other representatlves having access lo representafives with full
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authority and undertaking fo prompily pursue instructions with respeel to any proposed
agreements Lhat arise from the Mediation,

8. THIS COURT ORDERS thal parties in addition (o the Mediation Parties shall only have
standing to participate in the Medjation on consent of the Applicant and the Monilor, acling
reasonably, or by furlher Order of this Courl.

DATA ROOM

7. THIS COURT ORDERS that in connection with the Mediation, as soon as praciicable,
but in aﬁy event no later than August 3, 2012, the Applicant shall provide access to the
Mediation Parties to the existing data room maintzined by Menill (the "Data Room™), provided
however that prior to access to the Data Roam, all participants (other than (he Applicant, the
jneuinbent directors of the Applicant and the Monitor) shall have enfered into a confidentiality
agresment with the Applicani on terms reasonably accepiable to the Applicant and the Monitor,

8. THIS COURT ORDERS that any Mediation Parties who enfer inlo a confidentiality
agresment as contemplated by paragraph 7 of this order shall comply with the terms of such
confidentiality agreement.

9. THIS COURT ORDERS that the Applicant, its subsidiavies and affjliates, and their
directors, officers, employees, agents and advigors, shall incur no lability in comnection will
causing, effecting or acquiescing in the establishment of the Data Room or disclosure in respect
of such materials and the Information comalned therein in accordance with this Order, The

materials in the Data Room shall be made available without any representation as to the truth of

their contents or their compleleness, and persons relying on those materials shall do so at their
own risk. The disclosure of such materials and the information contained thersin in accordance
with this Ordey is not and shall not be public disclosure {n any respect. Nothing in this paragraph
alfects any rights or cavses of agtion that any person may have in relation to the prior diselosure
of any of the contents of the Data Room, ingofar as such rights or causes of action are
independent from and nof related to the provision of materials and information in accordance
with this Order,
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MEBDIATION SCAEDULE
10, THIS COURT ORDER THAT, the schedule for the Mediation shall be as follows:

(3  lhe Mediaiion shall be conducted on Seplember 4% and 5%, and if a third day is
required, on Septomber 10", 2012 (the “Mediation Dates™);

(b)  additional Mediation dates shall only be added, and any adjournmenls of any
mediation dates shall only be accepled, with the prior writlen consenl of all
Mediation Parties;

(c) the Mediation shall be conducted at a location to be determined by the Mediator
(as defined below); and

(dy  the Applicant, the Plainliffs and the Third Parly Defendants shall deliver their
respective wrilten position siatemenls to each other and to the other Mediation
Parties on or hefore August 27, 2012,

APPOINTMENT OF THE MEDJATOR

tl,  THIS COURT ORDERS that the Honourable Justice Newbould shall be appointed
mediator (the “Mediator™), '

12, THIS COURT -ORDERS (hat, prior lo the commencement of {he Mediation, the Mediator
shall have the right to communicate with this Court and (the Monitor from time (o Hme as deemed
necessary or advisable by the Mediator in their sole diseretion.

TERMINATION OF THE MEDIATION

13. THIS COURT ORDERS thal the Mediation process shall be terminated under any of the
following citcninstances:

(8) by declaration by the Mediator that a settlement has been reached;

{t) by declaration by the Medialor that further efforts at mediation ate no longer
gonsidered worthwhile;
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(¢)  forany other reason determined by the Mediator;
(d)  mulual agreement by the Mediation Parties; or
(e) further Order of this Court,

provided that, the Medlatlon shall in any event terminate on Seplember 10, 2012, unless
exiended with the prior written consenl of ali Mediation Parties.

NO IMPACT ON OTHER PROCEEDINGS

.14, THIS COURT ORDERS that all offers, promisas, conduct statements, whether written or
oral, madg in the coulse of the Mediation are inadmissible in any arbitration or court proceeding,
No person shall subpocna or require the Mediator to testify, produce records, votes or work
product in any other existing or fulure proceedings, and no video or audio recording will be
made of the Mediation. Evidence that is otherwise admissible or discoverable shall not be
rendered inacimissible or non-digcoverable as & resull of its use in the Mediation, in the evenl
that the Mediation Patlies (ot any group of them) do reach a seitlement, the terms of that
seitlement will be admissible in any court or other proceeding roquired to enforce it, unless the
Mediation Parties agree otherwise. Information disclosed lo the Medialor by any Mediation

Parly at a private caucus during the Mediatlon shall remain confidential unless such Mediation
Party authorizes disclosure,

13, THIS COURT ORDERS that nothing in this Order nor the participation of any parly in

the Mediation shall provide such party with rights within these proceedings than such parly may
otherwise have.

16.  THIS COURT ORDERS that, subjject (o any applicable slay of proceedings, nothing in
this Order shall prevent the Applicant, the Monilor or any other party of standing from otherwise
pursuing the resolution of claims under the Claims Procedure Order granted by this Court on
May 14, 2012, or any other matter in these CCAA, proceedings, including withoul limitation, the
filing and advancement of the Meetings Order and a Plan.



CONFIDENTIALITY

17, THIS COURT ORDERS that any medialion briefs or other documenis filed by the
Mediatlon Parties shall be used only in the context of the Mediation and for no other purpose and

shall be kept confidential by all such parties irrespective of whether such Medialion Partics sign
a conftdentiality agreement.

18, THIB COURT ORDERS that any mediatlon briefs or other documents filed by (he
Medigtion Parties thal contain information obtatned {rom the Data Room may not be shared with
or otherwise disclosed 1o any person or entity that has nol signed a confidentiality agreement,
“other than the Applicant, the incumbent ditectors of the Applicant , the Monitor and Mediator.

MISCELLANEQUS

19, THIS COURT QRDERS that the terms of this Order may only be varied by further Ovder
of this Cowrt, which may be sought on an ex parte basis on consent of the Mediation Parties.
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