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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. C-36, AS AMENDED 

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

CORPORATION 

AFFIDAVIT OF ELIZABETH FIMIO 
(Sworn June 8, 2012) 

I. ELIZABETH FIMIO. of the City of Burlington, in the Regional Municipality of 

Halton, MAKE OATH AND SAY: 

L I am an assistant of Bennett Jones LLP, counsel for Sino-Forest Corporation C1SFCII), I 

therefore have personal knowledge of the matters set out below. except where otherwise stated, 

Where I do not possess personal knowledge. I have stated the source of my information and I 

believe such infonnation to be true. 

2. SFC and certain of its current and fonner officers, directors and employees, along with 

SFC's current and formel' auditors, technical consultants and various underwriters involved in 

prior equity and debt offerings, have been named as defendants in class actions in Ontario, 

Quebec, Saskatchewan and New York. 

3. A copy of this Fresh as Amended Statement of Claim in the Ontario class action is attached 

as Exhibit IIAn, 



2 2 

4. Copies of the originating documents in the Quebec and Saskatchewan class actions are 

attached as Exhibits "B" and "e" respectively. 

5. A copy of the complaint in the New York class action is attached as Exhibit liD". 

SUPPORT OF THE NOTEHOLDERS 

6. On June 8, 2012, SFC issued a press release advising that as of that date, noteholders 

holding in excess of $1,296,000 and approximately 72% of the total debt of approximately $1.8 

billion of SFC's noteholder debt have executed written support agreements to support the plan 

outlined in the announced SFC CCAA plan dated March 30, 2012. A copy of the June 8, 2012 

press release is attached as Exhibit "E". 

SWORN BEFORE ME at the City of ) 
Toronto, in the Province of Ontario, this 8th 

) 

_d_~ __ Of_J~~~re~'2lo~12~~~====~ __ ~ __ l 
Drumiel Holden 

Barrister & Solicitor 

E izabeth Flmio 
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THIS IS EXHIBIT "AI! TO 

THE AFFIDAVIT OF ELIZABETH FIMIO 

SWORN JUNE 8,2012 

A Commissioner, etc. 

Daniel Holden 
Barrister & Solicitor 
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Court File No.: OY·11-431l53·00CP 

ONTARIO 
SUPERlOR COURT OF JUSTICE 

BETWEEN: 

THE TRUSTEES OF THE LABOURERS' PENSION FUND OF CENTRAL AND EASTERN 
CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF OPERATING 

ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING ENGINEERS IN ONTARIO, 
SJUNDB AP·FONDEN, DAVID GRANT and ROBERT WONG 

Plaintiffs 

~ and~ 

SINO~FOREST CORPORATION l ERNST &- YOUNG LLP, BDO LIMITED (formerly known 
as BDO MCCABE LO LIMITED), ALLEN T,Y. CHAN, W, JUDSON MARTIN, KAI KIT 

POON, DA YID J, HORSLEY, WILLIAM E. ARDELL, JAMES p, BOWLAND, JAMES M,E, 
HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J, WEST, POYRY 

(BEIJING) CONSULTING COMPANY LIMITED; CREDIT SUISSE SECURITIES 
(CANADA), INC., TD SECURITIES INC" DUNDEE SECURlTIES CORPORA TrON, REC 

DOMINION SECURITIES INC.) SCOTIA CAPITAL INC., eIBe WORLD MARKETS INC" 
MERRILL LYNCH CANADA INC., CANACCORD FINANCIAL LTD" MAISON 

PLACEMENTS CANADA INC., CREDIT SUISSB SECURITIES (USA) LLC.and MERRILL 
LYNCH, PIERCE, FENNER & SMITH lNCORPORATED.(successor by merger to Bano of 

America Securities LLC) 

Proceeding under the Cla8s Proceedings Actl 1992 

FRESH AS AMENDED STATEMENT OF CLAIM 

(NOTICE OF ACTION ISSUED JULY 20, 2011) 

, ~~~. I«Pl:IRSUANTTO f\MEN o;p THIS, . .,- CONFORMEMENT A 
M8DlflECf. 
tJ hULE/LA ~~GL€ Z6,02 \.~ 

~ORDEROF~.L,...;....·~ )'~ ~<{~~~-: 
~ROONNANC8 DU 

OATED! fAIT LE ~At--..lJ-~";::"";~~~ 

Defendants 
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TO: Sino~Forest Corporation 
1208.:90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: David H()r~ley 
S ino"Forest Corporation 
1208·90 Burnhamthorpe Rd W 
Misslssauga, ON L5B 3C3 

AND TO: Allen Chan 
Sino~Forest Corporation 
1208~90 Burnhamthorpe Ra W 
Mississauga, ON LSB 3C3 

AND TO: William Ard ell 
Sino~Forest Corporation 
1208·90 Burnhamthol'pe Rd W 
Mississauga, ·ON L5B 3C3 

AND TO: James Bowland 
Sino~'Forest Corpora.tion 
1208"90 Burnhamthorpe Rd W 
Mississauga! ON L5B 3C3 

AND TO: James Hyde 
Sil1o"Forest Corporation 
1208·90 Burnhamthorpe Rd W 
Mlsslssauga, ON L5B 3C3 

AND TO: EdmundMak 
Sil1o~Forest Corporation 
]208"90 Burnhamthorpe Rd W 
Misslssa.uga, ON L5B 3C3 

AND TO: W. Judson Martin 
Sino-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND TO: Simo'n Murray 
S ino·Forest Corporation 
1208·90 Burnhamthorpe Rd W 
Mississauga., ON L5B 3C3 



AND TO: Kai Kit Poon 
Sino-Forest Corporation 
1208·90 Burnhamthorpe Rd W 
Mlssissauga, ON L5B 3C3 

AND TO: Peter Wang 
Sino-Forest CorporatIon 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B 3C3 

AND T01Garry West 
SinQ-Forest Corporation 
1208-90 Burnhamthorpe Rd W 
Mississauga, ON L5B JC3 

AND TO: Ernst & Young LLP 
222 Bay Street 
Toronto, ON M5K IJ7 

AND TO: BOO Limited 
25th Floor, Wing On Centre 
111 Connaught Road Central 
Hong Kong, Chlna 

3 

AND TO: Poyry (Beijing) Consulting Company Limited 
2208·2210 Cloud 9 Plaza 
No, 1] 18 West Yan'an Road 
Shanghai 200052 
PR CHINA 

AND TO: Credit Suisse Securities (Canada), Inc, 
I First Can8,d ian Place 
100 King Street West, Suite 2900 
Toronto, Ontario M5X I C9 

AND TO: TO Securities Inc. 
66 Wellington Street West 
P,O. Box 1, TD Bank Towel' 
Toronto, Ontario M5K 1 A2 

AND TO: Dundee Securities COl'poration 
1 Adelaide Street ERst 
Toronto, ON M5C 2V9 
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AND TO: RBC Dominion Securities Inc. 
155 Wellington Street West, 17th Floor 
Toronto, Ontario M5V 3K7 

AND TO: Scotia Capital Inc. 
40 King Street West, Scotia Plaza 
P.O. Box 4085, Station A 
Toronto, Ontario M5W ZX6 

AND TO: CIBC World Markets Inc, 
161 Bay Street, Brookfield Place 
P.O. Box 500 
Toronto, Ontario M5J2S8 

AND TO: Merrill Lynch Canada Inc. 
BCE Place, Wellington Towel' 
181 Bay Stt'eet, 4th and 51h Floors 
Toronto., Ontario M5J 2V8 

AND TO: Canaccord Financia1 Ltd. 
161 Bay Street, Suite 2900 
P.O, Box 516 
Toronto, Ontario MSJ 281 

AND TO: Maison Placements Canada Inc. 
130 Adelaide Street West, Suite 906 
Toronto, Ontario M5H 3P5 

AN)) TO: Credit Suisse Securities (USA) LLC 
Eleven Madison Avenue 
New York, NY 10010 

ANl) TO: Merrll1 Lynch,Plerce, .Fenner & Smith Incorporated 
100 N. Tryon St., Ste. 220 
Chadotte, NC 28255 
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following terms have the following meanings: 

(a) "AI" means Authorized Intermediary; 

(b) "AIF" means Annual Information Form; 
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'(0) "Ardell') means the defendant William Ardell; 

(d) "Bane of America" means the defendant Merrill Lynoh, Pierce, Fenner & Smith 

I noorporated; 

(0) "RDO') means the defendant BDO Limited; 

(f) HBowlandl! means the defendant James p, Bowland; 

(g) HBV!" means Brltish Virgin rslaAds; 

(h) "Canaccord H means the defendant Canaocord Flnanoial Ltd,; 

(I) "CECA') means the Canada Eusiness Corporations Act, RSC 1985, c. C~44) as 

amended; 

U) IiChanO> means the defendant Allen T.Y, Chan also known as HTak Yuen Chan"; 

(k) HCIBC" means the defendant clBe World Markets Ino,; 

(I) HCIA" means the Ontario Courts of Justioe Aot, RSO 1990, c C~43) as amended; 

(m) HClass" and "Class Membersll all persons and entities) wherever they may reside 

who acquired Sino)s Securities during the Class Period by distribution in 

Canada or on the Toronto Stock Exchange or other secondary market in Canada, 

whlcb inoludes securities acquired overHthe-counter) and all persons and entitles 

who acquh'ed Sino)s Securities during the Class Period who are resIdent of 

Canada QJ' were resident of Canada at th() time of acquisItion and who acquired 

Sino's Securities outside of Canada; except the Excluded Pex'sons; 

(n) HCJass Period" means the period from and including Marol1 19) 2007 to and 

including June 2,2011; 

(0) "Coden means Sino's Code of Business Conduct; 

(p) HCPAl> means the Ontario Class Proceedings Act, 1992, SO 1992, c 6, as 

amended; 

11 
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(q) "Credit.suisse" means the defendant Cl'edit Suisse Seoul'lties (Canada), Inc.; 

(r) "Credit Suisse USA" means the defendant Credit Suisse Securities (USA) LLC; 

(s) "Defendants" means Sino. the Individual Defendants, Poyry, BDO, E& Y and 

the Underwriters; 

(t) "December 2009 Offering Memorandum" means Sino's Final Offering 

Memorandum, dated December 10, 2009, relating to the distribution of Sino's 

4.25% Convertible Senior Notes due 2016 which Sino filed on SEDAR on 

Decembet' 11, 2009; 

(u) "December 2009 Pl'Ospectns" means Sino's FiRal Short Form Pros.pectus, dated 

December 10,2009, whioh Sino filed on SEDAR 011 December J 1,2009; 

(v) HDundee" means the defendant Dundee Securities Corporation; 

(w) HE&YlI means the defendant, Ernst and Young LLP; 

(x) "Excluded Pel'sons" means the Defendants, thei), past and present subsidiaries, 

affiliates, officers, directors, senior employees, partners, legal representatives! 

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

of the .immediate fami"ly of an Individual Defendant; 

(y) "Final Report" means the report oHhe IC, as that term is defined in paragraph 10 

hereof; 

(z) HGAAP" means Ctlnadlan generally accepted accounting principles; 

(aa) HOAAS" means Canadian generally accepted a1.1diting standat'ds; 

(bb) "Horsley" means the defendant David 1. Horsley; 

(co) "Hyde" means the defendant James M,R Hyde; 

(dd) "Impugned Documents" mean the 2005 Annual Conso lldated Financial 

Stat~ments (filed on S}l~DAR on March 31, 2006), Ql 2006 Fina11cial Statements 

12 



(filed on SEDAR on May 11, 2006), the 2006 Annual Consolidated FInancial 

Statements (filed on SEDAR on March 19,2007),2006 AIF (filed on SEDAR on 

M~rch 30, 2007),2006 Annual MD&A (filed on SEDAR on March 19, 2007), 

Management Information Circular dated Aprll 27, 2007 (filed 011 SEDAR on May 

4, 2007), Q1 2007 MD&A (filed on SEDAR on May ]4, 2007), Ql 20Q7 

Financial Statements (filed on SEDAR on May 14, 2007), June 2007 

Prospectus, Q2 2007 MD&A (filed on SEDAR on August 13,2007\ Q2 2007 

FlmncJal Statements (filed on SEDAR on August 13, 2007), Q3 2007 MD&A 

(filed on SEDAR on November 12, 2007)., Q3 2007 Financial Statements (filed 

on SEDAR on November 12, 2007\ 2007 Annual Consolidated Finanoial 

Statements (filed on SEDAR on March 18, 2008),2007 AIF (filed on SEDAR on 

March 28, 2008). 2007 Annual MD&A (filed on SEDAR on March 18, 2008\ 

Amended 2007 Annual MD&A (filed on SEDAR on March 28, 2008), 

Management lnfol'ma\ion Circular dated Aprll 28, 2008 (mod on SEDAR on May 

6., 2008), Ql 2008 MD&A (med on SEDAR on May 13, 2008), Ql 2008 

Financial Statements (filed on SEDAR on Mil)' 13, 2008), July Z008 Offering 

Memorandum, Q2 2008 MD&A (filed on SEDAR on August 12, 2008), Q2 

2008 Financial Statements (filed on SEDAR on August 12, 2008), Q3 2008 

MD&A (filed on SEDAR on November J 3,2008), Q3 2008 Finanoial Statements 

(filed 'on SEDAR on November 13, 2008), 2008 Annual Consolldated Financial 

Statements (filed Qn SEDAR on March 16, 2009), 2008 Annual MD&A (flied on 

SEDAR on March 16. 2009), Amended 2008 Annual MD&A (filed on SEDAR 

on March 17, 2009), 2008 AIF (filed on SEDAR on March 31, 2009), 

Management Information Circular dated Apl'i128, 2009 (filed on SEDAR on May 

4, 2009), Ql 2009 MD&A (filed on SEDAR on May 11, 2009), Ql 2009 

Financlal Statements (filed on SEDAR on May 11, 2009), June 2009 

Prospectus, June 2009 Offering Memorandum, Q2 2009 MD&A (filed on 

SEDAR on August 10, 2009), Q2 2009 Financial Statements (filed on SEDAR on 

August 10, 2009)~ 0.3 2009 MD&A (filed 011 SEDAR 011 November 12,2009), 

Q3 2009 Financial Statements (filed on SEDAR on November 12, 2009), 

Decembtw 2009 Prospectus, December 2009 Offering Memorandum, 2009 

13 
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Annual MD&A (filed on SEDAR on March 16, 2010), 2009 Audited Annual 

Financial Statements (filed on SEDAR on March 16, 2010), 2009 AIF (filed on 

SEDAR on March 31,2010), Management Tnformation Circular dated May 4, 

2010 (filed on SEDAR on May 11,2010), Ql 2010 MD&A (filed on SEDAR on 

May 12,2010), QI 2010 Financial Statements (med on SEDAR on May 12, 

2010), Q2 2010 MD&A (filed on SEDAR on August 10, 2010), Q2 2010 

Financial Statements (filed on SEDAR on August 10, 2010), October 2010 

Offel'ing Memorandum, Q3 2010 MD&A (filed on SEDAR 011 November 10, 

2010), Q3 2010 Financial Statements (filed all SEDAR on November 10,2010), 

2010 Annual MD&A (March 15, 2011), 2010 Audited Annual Financial 

Statements (filed on SEDAR on March 15,2011),2010 AIF (filed on SEDAR on 

March 31, 20 II), and Management Information Cil'cular dated May 2, 2011 (filed 

on SEDAR on May 10, 2011); 

(ee) "Individual Defendants" means Chan, Martin, Poon, Horsley, Ardell, 

Bowland, Hyde, Male, Murray, Wang, and West, collectively; 

(ft) "July 2008 Offering Memorandum" means the Fimd Offering Memorandum 

dated July 17,2008, relating to the distribution of Sino's 5% Convertible Senior 

Notes due 2013 whic.h Sino flied on SEDAR as a schedule to a material change 

report on July 25,2008; 

(gg) I'June 2007 Prospectus~\ means Sino's Short Form Prospectus) dated June 5, 

2007, which Sino filed on SEDAR on June 5~ 2007; 

(hh) HJune 2009 Offering MemoralldumH means Sino's Exchange o fTe l' 

Memorandum dated Jlme 24~ 2009, relating to an offer to exchange S inc's 

Guaranteed Senior Notes due '2011 for new.] 0,25% Guaranteed Seniol' Notes due 

2014 whioh SillO filed on SEDAR as a schedule to a material change report on 

June 25, 2009; 

(ii) "June 2009 Prospectus" means Sino's Final Short Form Prospeotus, dated June 

1, 2009, which Sino filed on SEDAR on June 1,2009; 

14 
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(jj) "Mnison ll means the defendant Maison Plaoements Canada Ino.; 

(kk) HMartin" means the defendant W. Judson Martin; 

(II) "MakH means the defendant Edmund Mak; 

(mm) "MD&A" means Management"s Discussion and Analysis; 

(nl1) "Merrill" means the defendant Merrill Lynch Canada Ino.; 

(00) "Muddy Waters" means Muddy Waters LLC; 

(pp) "Murray!! means the defendant Simon Murray; 

(qg) '{October 2010 Offering Memorandum" means the Final Offering 

Memorandum dated October 14,20 10, relating to the distribut,lon of Sino's 6.25% 

Guaranteed Senior Notes due 2017; 

(rr) HOfferlngH 01' HOfferings" means the primary distributions in Canada of Sino's 

Securities that occurred during the Class Period including the public offerings of 

Sino'S common shares pursuant to the June 2007, June 2009 and December 

2009 Prospectuses, 'as well as the offerlngs of Sino ',s notes pursuant to the July 

2008, June 2009, December 2009, and October 2010 Offering Memoranda, 

00 Ilect ive I)'; 

(ss) HOSA H means the Seourities Act, RSO 1990 c 8,5, as amended; 

(tt) "ose' means the Ontario Securities Commission; 

(uu) "Plaintiffs" means the plaintiffs, the Trustees of the Labourers' Pension Fund of 

Central and Eastem Oanada ("Labourers!l), the TI'ustees of the International 

Union of Operating Engineers Local 793 Pension Plan for Operating Engineers in 

Ontario e'Operating Engineers"). Sjunde AP-Fonden ("APT'). David C. Grant 

(HGranf'), and Robert Wong (HWong"), collectively; 

(vv) HPoon" means the defendant Kai Kit Poon; 
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(ww) "PoyryH means the defendant, Payry (Beijing) Consulting Company Limited; 

(xx) "PRe" means the People's Republic of China; 

(yy) "Representation" means -the statement that Sino's financial statements complled 

with GAAP; 

(zz) I(RBC" means the defendant RBC Dominion Securities Inc.; 

(aaa) "Scotia" means the defendant Scotia Capital Ino,; 

(bbb) "Second Report" means the Second Interlm Report of the IC, as that term is 

defined in paragraph 10 hereof; 

(ccc) "Sccudties" means Sino's ooml11OI1 shares, notes or othel' seourities, as defined in 

the OSA; 

(ddd) "SecllJ'ities Legislation" means, co'llectively, the OSA, the Securities Act, RSA 

2000, c S~4, as amended; the Seourlttes Aot, RSBC 1996, c 418, as amended; the 

Seourities Act, CCSM c S50, as amended; the Securities Act, SNB 2004, C 8-5.5, 

as amended; the Seourttf.eiS Act, RSNL 1990, c S~13, as amended; the Securtttes 

Aot, SNWT 2008, 010, as amended; the SeouritiesAct, RSNS 1989,0418, as 

amended; the Securittes Act, S Nu 2008, c 12,as amended; the Securtttes Aot, 

RSPEI 1988, cS~3.1, as amended; the Seourittes Aot, RSQ c Y- 1. 1, as amended; 

the Securities Act, 1988, SS 1988-89, C S-42.2, as amended: and the 'Securities 

Act, SY 2007, c 16, as amended; 

(eee) HSEDAR" means ,the system for electronio document analysis and retrieval of the 

Canad ian Securities Ad 111 in istratol's; 

(fff) "Sino" means, as the context requires, either the defendant Sino~Forest 

Corporation, 01' Sino-Forest COl'poration and its affiliates and subsidiaries, 

co IJeotively; 

(ggg) HTD" means the defendant TD Securities Inc.; 
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(hhh) HTSX" means the Toronto Stock Exchange; 

(ill) "Underwriters" means Bane of America, Canaccol'd, CIBC, Credit Suisse, 

Credit Suisse USA, DU'l1dee, Maison, Merrill, REC, Sootifl, and TD, 

ool1eotiveIy; 

(Ul)"Wang" means the defendant Pete!' Wang; 

(kkk) HWesf' means the defendant Garry J. West; and 

(111) HWFOE" means wholly foreign owned enterprise 'or an enterprise established in 

China in accordanoe with the relevant PRe laws, with capital provided solely by 

foreign investol's. 

17 



11 

II. CLAIM 

2, The Plaintiff.s claim: 

(a) An order certifYing this action as a class proceeding and appointing the Plaintiffs 

as representative plaintiffs fol' the Class, or such other class as may be certified by 

the Court; 

(b) A declaration that the Impugned Documents contained, either explicitly or 

implicitly, the Representatioll, and that, when made, the 'Representation was a 

misrepresentation, both at law and within the meaning of the Securities 

Legislation; 

(c) A declaration that the I mpugned Documents contained one or more of the other 

misrepresentations alleged herein, and that, when made, those other 

l'l1isl'epresentations constituted misrepresentt\tions, both at law and within the 

meaning of the Securities Legislation; 

(d) A declaration that Sino is vicariously liable fol' the acts and/or omissions of the 

Individual Defendants and of its other officers, directors and employees; 

(e) A declaration that the Underwriters, E&Y, BDO and P6yry are each vicarioLlsly 

liable fol' the Elcts andlot' omissio.l1s of theh' respective officers, dh'ectors, partners 

and employees; 

(f) On behalf of all of the Class Members who purchased Sino's SecUl'ities In the 

secondary market during the Class Period, and as against all of the Defendants 

othet'than the Underwriters, general damages in the sum of$6.5 blliion; 

(g) On behalf of all of the Class Members who purchased Sino common shares in the 

distribution to which the June 2007 Pmspectus related, and as against Sino, Chan, 

Poon, Horsley, Mmiin, Mak, Murray, Hyde, Poyry, BOO, Dundee, CIBC, Merrlll 

and CredIt Suisse general damages in the sum of$175,835,OOO; 

(h) On behalf of all of the Class Members who purchased SIno oommon shares In the 

d istrlbution to which the June 2009 Prospectus related, and as against Sino, Chan, 
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Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, E&Y, Dundee, 

Merrill., Credit Suisse, Scotia and TD, general damages in the sum of 

$3'30,000,000; 

(i) On behalf of all ofthe Class Members who pm'chased Sino common shares in the 

distribution to which the December 2009 Prospectus related, and as against Sino, 

Chan, Poon, Horsley, Wang, Martin, Mak, Mllrtay, Hyde, Poyry, BDO, B&Y, 

Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TO, 

general damages in the sum of $319,200,000; 

0) On b~halfofall the Class Members who purchased Sino'S 5% Convertible Senior 

Notes due 2013 pursuant to the July 2008 Offering Memorandum, and as against 

Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poy!'y, BDO, 

E&Y and Credit Suisse USA, general damages in the sum ofUS$345 million; 

(k) On behalf of all the Class Members who purchased Sino's 10,25% Guaranteed 

Senior Notes due 2014 pursuant to the June 2009 Offering Memorandum, and as 

against ·Sino, Chan, Poon, Horsley, Wang, Martin, Ma:k, Murray, Hyde, Poyry, 

BDO, E&Y and Credit Suisse USA, general damages in the sum of US$400 

million; 

(1) On behalf of all the Class Members who purchased Sino's 4,25% Convertible 

Senior Notes due 2016 pursuant to the December 2009 Offering Memorandum, 

and as against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, 

PO)lry, BDO, E&Y, Credit Suisse USA and TD, general damages in the sum of 

OS460 million; 

(m) On behalf of all the Class Members who purchased Sino's 6,25% Guaranteed 

SenIor Notes due 2017 pursuant to the October 20 I 0 Offering Memol'andum, and 

as against Sino, Chan, Poon, 1--Iol'sle)" Wang, Mak, Murray, Hyde, AI'delI, Poyry, 

E&Y, Credit Suisse USA and Bane of America, general damages in the sum of 

US$600 million; 
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(n) On behalf of all of the Class Members, and as against Sino, Chan, Poon and 

Horsley, punitive damages, in respect of the conspiracy pled below, in the sum of 

$50 million; 

(0) A declaration that Sino, Chan, Poon, Horsley, Martin, Mak, Murray and the 

Underwl'iters were unjustly enriohed; 

(p) A constructive trust, aocounting or such other eqUitable remedy as may be 

available as against Sino, Chan, Poon, Horsley, MartIn, Mak, Murray and the 

Underwriters; 

(q) A declaration that the acts and omissions of Sino have effected a result. the 

business or affairs of Sino have been canted on OJ' cOI~ducted In a manner, or the 

po weI's of the directors of Sino have been eKcrcised in a manner, that is 

oppressive or unfairly prejudicial to or that unfairly disregards the interests of the 

Plaintiffs and the Class Members, pursuant to s, 241 of the CECA; 

(r) An order du'ecting a reference or giving such other directions as may be ilecessary 

to determine the issues, jf any, not determined at the trial of the common issues; 

(9) Prejudgment and post judgment interest; 

(t) Costs ofthis action on a substantial indemnIty basis 01' in an amount that provides 

full indemnity plus, pursuant to s 26(9) of the CPA, the costs of notice and of 

administering the plan of dIstribution of the recovery in this action plus applicable 

taxes; 'find 

(u) Such nlrther and other relief as to this Honourable Court may seem just, 

III, OVERVIEW 

3. From the time of its establishment in 1994, Sino has claimed to be a legitimate business 

operating in the oommel'citl,l forestryind1.1stry in the PRC and elsewllere, Throughout that period, 

S ina has also cia lrned to have experienced breathtaking growth. 
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4. Beguiled by Sino's repol'ted results, and by Sino's oonstant refrain that China constituted 

an extraordinary growth opportunity, investors drove Sino's stock price dramatically higher, as 

appears fi'om the fo Howing chart: 

me (Ilt'llmy , ',rlll1''f'(lf(I'''! ,,0I~1' ilhil)' I I'~QM ' t'l ,Ill lIiLl , ....... _ .. _.M .... i ....... _~~' ... , ... _ .... "._~_ ....... ,." ......... .i .. __ 4'l ... ~...-,."'''' .. ''''.".._ ...... ~ .... ,..: •• _ .. ,.......-~'I ... ,"',.."-I>I .. ~, .. ,.,_h!;;;,~""'··I,l' ..... ·"'I_ .... ··_"_~""l-· ... f"1#' ......... - ...... T.;~ 

iYvV . I 

" star! of Class P'erlod 
Mar()h Hli 2007 

! 
! 

'j ~I t;':: 
il\ ::: 

I 

and ofCla$$ Period; 
JUne 2, 2011 

" 

5, The Defendants profited handsomely from the market's appetite for Sino's securities. 

Certain of the Individual Defendants sold 81no shares at lofty prices, and thereby reaped millions 

of dollars of gains. Sino's senior management also used Sino's llJusory success to Justify their 

lavish salaries, bonuses and other perks. Fol' certain ofthe r ndividual Defendants, these outsized 

gains were not enough, Sino stock options gl'anted to Chan, Horsley and other insiders were 

backdated or otherwise mispriced, pl'ior to and during the Class Period, in violation of the TSX 

Rules, GAAP and the Securities Legislation, 
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6. Sino itself raised in excess of $2.7 billion l in the capital markets during this period. 

Meanwhile, the Underwriters were paid lucrative undet'Writing commissions. and BDO, E&Y 

and Pelyry garnered millions ofdol1al's in fees to bless Sino's repol·ted results and assets. To their 

great detriment, the Class Members relied upon these supposed gatekeepers. 

7. As a reporting issuer In Ontario and elsewhere, Sino was required at all material tlmes to 

comply with GAAP. Indeed, Sino, BDO and E&Y, Sino's auditors during the Class Period and 

previously, repeatedly misrepresented that Sino's financial statements complied with OAAP. 

This was false. 

8. On June 2, 2011, Muddy Waters, a ShOlt seller and research firm with extensive PRC 

experience, issued its first "esearch report in relation to Sino, and unveiled the scale of the 

deception that had been worked upon the Class Members. Muddy Waters' Inlti!:rI report 

effeotively revealed, amongothel' things, that Sino had matel'ially misstated its financial I'esults, 

had falsely olaimed to have acquired trees that it did not own, had reported sales that had not 

been made) or that had been made in a manner that did not permit Sino to book those sales as 

revenue under GAAP) and had concealed numerous related party transactions. These revelations 

had a catastrophio effeot on Sino's stock price. 

9. On June 1, 2011, prior to the publication of Muddy Water.s' repOl't, Sino's common 

shares closed at $18.21. Aftel' the Muddy Waters report became publio, S ina shares fell to 

$14.46 on the TSX (a decline of 20.6%), at which point trading was halted. When trading 

resumed the next day, Sino's shares fell to a cloge of$5.23 (a. decline of71.3% from June 1). 

10. On June 3,2011, Sino announced that, 111 response to the allegations of Muddy Waters, 

its board had formed a committee, which Sino then falsely charaoterized as "independent" (the 

I Dollar nll1're~ are In Canadian dollar. (unle" olherwise indionlecl) Rnd are rounded rOf canvenionoo, 
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Hlndependent Committee" or HICH
), to examine and l'cview the allegations contained in the 

Muddy Waters' report of June 2, 2011, The. initial members of the Ie were the Defendants 

Ardell, Bowland and Hyde. The re subsequently retaIned legal, accounting and other advisers to 

assist it in the fulfillment of its mandate, 

11. On August 26, 2011, the OSC issued a cease-trade order In respect of Sino's securities, 

alleging that Sino appeared to have engaged in significant non-arm's length transactions which 

may have been contrary to Ontario seouritieslaws and the public Interest, that Sino and certain of 

its officers and directors appeared to have misrepresented some of Sino's revenue andlol' 

exaggerated some of its timber holdings, and that Sino and certain of its officers and directors, 

inchldlng Chan, appeared to be engaging 01' participating in acts, practices or a course of conduct 

related to Sino's securities which they (or any of them) knew or ought reasonably know would 

perpetuate a fraud. 

12. On November 13, 2011, the IC released the Second Report. Therein, the Ie revealed, 

inter alia, that: (1) Sino's management had failed to cooperate in numerous important respects 

with the IC's investigation; (2) Hthere is a risk" that certain of Sino's operations "taken as a 

whole" were in violation ofPRC law; (3) Sino ad0pted prooesses that Havoid[] Chinese foreign 

exchange controls which must be complied with in a normal cross-bot'del' sale and pw'chase 

transaction, and [which] could pl'esentan obstacle to future repatriation of sales proceeds, and 

could have tax implications as well"; (4) the IC "has not been able to verify that any l'c'levant 

income taxes and VAT have been paid by or on behalf of the BVIs in China"; (5) Sino lacked 

proof of title to the vast majority of its purported holdIngs of standing timber; (6) Sino's 

"tl'ansaction vo lumes with a number of AI and Suppliers do not match the revenue reported by 

such Suppliers in their SAlC filing"; (7) lI[n]one of the BYI tirnbel' purchase contrac.ts have as 
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attachments either (i) Plantation Rights Certificates from either the Counterpart)' or original 

owner 01' (ii) vlllager resolutions, both of which are contemplated as attachments by the sti:lndard 

form of BVI timber purchase contract employed by the Company; and (8) "[t]here are 

indications In emails r:md in interviews with Suppliers that gifts or cash payments are made to 

fOl'e£i:ry bureaus and forestry bureau officials." 

13, On January 31, 2012, the Ie released its Final Report. Thcl'ein, the Ie effectively 

revealed that, .despite having conducted an investigation over nearly eight months, and despite 

the expenditure ofUS$50 million on that Investigation, it had failed to refute, or even to provide 

plausible answers to, key allegations made by Muddy Waters: 

This Final Report of the Ie sets out the activities undertf.\ken by th() IC since l11id~ 
November, thenndi.ngs fi'om such activities and the IC's conclusions regarding its 
examination and review. The IC'sactivities during this period have been limited 
as a result of Canad·ian f.\nd Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of Ie members in the Company's 
Restructuring and Audit Committees) both of which are advised by different 
advisors than those retaiAed by the TC, The IC believes that, l1otw·lthstanding 
there remainisslles which have not been f~lIy answered, the work of the Ie is 
now at the point of diminishing returns beca\:1se much of the information which it 
is seeking lies with non-compellable third parties, may not exist 01' is apparently 
not retrievable from the records Qfthe Company. 

[.to] 

Given the circumstances described above~ the IC understands that) with the 
doHvol'Y of this Pinal Report, its review andexaminatiol1 activities al'O terminated. 
Tbe IC does not expeot to undertake further work other than assisting with 
responses to regulators and the RCMP as required and engaging in such further 
specific activities as Lhe IC may deem advisable or the Board may Instruct. The 
IC has asked the IC Advisors to remain available to assist and advise the IC upon 
its instructions 

14. Sino failed to meet the standards required of a public company in Canada. Aided by its 

auditors fll1d the Underwriters, Sino raised billions ofdolJal's f10m investors on the false premise 

that they were ·investing in a well managed~ ethical and GAAP-compliant corpoi'atlon. They 
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were not, Accordingly, this aotion is brought to recover the Class Members' losses from those 

wh() caused them: the Defendants, 

IV, THEPARTmS 

A. The Plaintiffs 

15, Labourers are the trustees of the Labourers' Pension Fund of Central and Eastem Canada, 

a mUlti-employer pension plan providing benefits for employees working in the construction 

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

established on February 23, 1972 and currently has approximately $2 billion In assets, over 

39,000 members and over 13,000 pensioners and beneficiaries and approximately 2,000 

participating employers, A board of trustees representing members of the plan gove1'l1S the fund. 

The plan is registel'od -under the Pension Benefits Act, RSO 1990, c P.8 and the Income Tax Act, 

RSC 1985, 5th Supp, c,l, Labolll'ers pur'chased Sino's common shares over the TSX during the 

Class Pel'lod and continued to hold shares at the end of the Class Period, In addition, Labourers 

plIl'chased S'ino common share.s offered by the December 2009 Prospectus and in the distribution 

to whioh that Prospectus related, 

16. Operating Engineers are the trustees of the International Union of Operating Engineers 

Local 793 Pension Plan fOl' Operating Engineers in Ontario, a multi-employer pension plan 

providing pension benefits for operating engineers in Ontario. The pension plan is a ~lI1ion-

negotiated, 'co lIectively-bargained defined benefit pension pla.n established on November 1, 1973 

and currently has approximately $1,5 billion in assets, over 9,000 members and pensioners and 

beneficiaries. The fund Is governed by a board oftrustees representing members of the p'lan, The 

plan is registered under the Pension Benefits Act, RSO 1990, c P.8 and the Income Tax Act, RSC 

1985, 5th Supp, c.1. Operating Engineers purchased Sino's common shares over the TSX during 

the Class Period, and oontinued to hold shares at the end of the Class Period. 
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17. AP7 is the SwedIsh National Pension Fund. As of June 30, 2011, AP7 had approximately 

$15.3 billion in assets under management. Funds managed by AP7 purchased SIIlOIS common 

shares over the TSX during the Class Period and continued to hold those common shares at the 

end ofthe Class Period. 

18. Gl'ant is an individuall'esiding in Calgary, Alberta. He purchased 100 of the Sino 6.25% 

Guaranteed Senior Notes due 2017 that were offered by the October 20 10 Offering 

Memorandum and in the distribution to which that Offering Memorandum related. Grant 

continued to hold those Notes at the end of the Class Period. 

19. Wong is an lndividual residing in Kincardine, Ontario. During the Class Period, Wong 

purchased Sino's common shares over the TSX and oontinued to ho Id some or a II of such shares 

at the end ofthe Class Period, Tn addition, Wong purchased Sino common shares offered by the 

Deoember 2009 Prospectus and in the distribution to which that Prospectus l'eJated, and 

continued to own those shares at the end ofthe Class Period. 

B. The Defendants 

20. Sino purports to be a co I11lheroial forest plantation operator in the PRCand elsewhere. 

Sino is a corporation formed under the CECA. 

21. At the material times, Sino was a reporting issuer In all proYinces 0 f Canada, and had its 

registered office located in Mississauga, Ontario, At the material times, Sino's shares were listed 

for trading on the TSX under the ticker symbol "TRE,H on the Berlin exchange as HSFJ GR," on 

the over-the-counter market in the United States as "SNOFFH and on the Tradegate market as 

"SF] TH." Sino securities are also listed on alternatlve trading venLles In Canada and elsewhere 

including. without 11l1litatiol1, AlpliaToronto and PureTrading. Sino's shares also traded over-
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the-counter in the United States. Sino has various debt instruments, derivatives and other 

secllrities that are traded in Canada and elsewhere. 

22. As a reporting issuer in Ontario~ Sino was required throughout the Class Period to issue 

and file with SEDAR: 

(a) within 45 days of the end of each quarter, quarterly interim financial statel11ents 

prepared in accordance with GAAP that must include a comparative statement to 

the end of each of the corresponding periods in the previous financial year; 

(b) within 90 days of the end of the fiscal year, annual financial statements prepared 

111 accordance with GAM, including comparative financial statements relating to 

the period covered by the preceding financial year; 

(c) .contetnporaneously with each of the above, a MD&A of each of the above 

financial statements; and 

Cd) . within 90 days of the end of the fiscal year, an AlP, including l11aterial 

information about fhe company and its business at a point in time in the context of 

its historical and possible future development. 

23. MD&As arc a narrative explanation of how the company performed during the period 

covered by the finanoial statements, and of the oompany's finanoial condition and future 

prospects. The MD&A mllst c1iscllSS important trends and risks that have affected the tlnancial 

statements, and trends and risks that are reasonably likely to affect them in future. 

24. AIFs are an annual disclosure document intended to provide materia·1 information about 

the company and its business at a point in time in the cOl1text of its historical and future 

development. The AlF describes the company, its operations and prospects, risks and other 

external factors that impact the company specifically. 
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25. Sino contl'olled the contents of its MD&As, financial statements, AlPs and the other 

documents particularized herein and the misrepresentations made therein were made by SJno. 

26. Chan is a co"foundel' of Sino, and was the Chairman, Chief Exe.cutlve ·Offker and a 

director of the· company from 1994 untO his resignation from those positions on or about August 

25, 2011, As Sino's CEO, Chan signed and certified the company!s disclosure documents 

during the Class Period. Chan, along with Hyde, signed each of the 2Q06-2010 Audited Annual 

Financial Statements on behalf of Sino's board. Chan resides in Hong Kong, China. 

27, Chan certified each of Sino's Class Period annual and quarterly MD&As and fInancial 

statements, eaoh of which is an Irnpu.gned Document. In so doing, ·he adopted as his own the 

false statements such documents contained, as particularized below, Chan signed each of Sino's 

Class Period annual financi£ll statem<7nts, each of which is an Impugned Document. In so doing, 

he adopted as his own the false statements such documents contained, as particularized below. 

As a director and officer, he caused Sino to make the misrepresentations particularized below. 

28. Since Sino was established, Chan has received lavish compensation from Sino. FOI' 

example, fOI' 2006 to 2010! Chan's total compensation (other than share~based compensation) 

was, respectively, US$3.0 mil/ion, US$3.8 million, US$5.0 million, U8$7.6 million and U8$9,3 

million. 

29, As at May 1, 1995, shortly after Sino became a reporting iSSUel\ Chan held 18.3% of 

Sino's outstanding Com111011 shares and 37,5% of its preferenoe shares, As of Apr1129, 2011 he 

held 2,7% of Sino's common shares (the company 110 longcl' has preference shares outstanding), 

Chan has made in excess of$IO million th1'o~Jgh the sale of Sino sharcs. 
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30, Horsley Is Sino's Chief Finanoial Officer) and has held this position since October 2005, 

In his position as Sino's CFO, Horsley has signed and certified the companis disclosure 

documents during the Class Period, Horsley resides in Ontario, Horsley has made In excess of 

$11 million thr.ough the sale of Sino shares. 

31. Horsley certified eaoh of Sino's Class Period annual and quarterly MD&As and financial 

statements, each of which is an Impugned Document. In so doing, he adopted as hiS own the 

false statements such documents contained, as particularized below, HorsJey signed each of 

Sil1o's Class Period annual financial statements, eaoh of which is an 1 mpugned Dooument, In so 

doing, he adopted as his own the false statements such documents contained, as particularized 

below. As an officer, he caused Sino to make the misl'epresentatiol1sparticularized below. 

32. 81noe beooming Sino's CFO, Hors.ley hasa'lso reoeived lavish oompensation fi'om Sino. 

For 2006 to 2010, Horsley's total compensation (other than share~based compensation) was, 

respectively, US$1.1 million, US$1.4 milJ!ol1, US$1.7 million, U8$2.5 million, and US$3.1 

million. 

33. Poon is a co~founder of Sino, and has been the President of the company sinoe 1994. I-Je 

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

Poon resides in Hong Kong, China. While he was a board member, he adopted ·as his own the 

false statements made In each of Sino's anmml financial sMements, particularized be'low, when 

such statements were signed on his behalf. While he was a board membel', he caused Sino to 

make the misrepresentations particLllarized below. 

34, As at May I, 1995, shortly after Sino became a reporting Issuer, Poon held 18.3% of 

Sino's outstanding common shares and 37.5% of its preferenoe shares. As of Apri129) 2011 he 
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held 0.42% of Sino's oommon shares, Poon has made in excess of$34A million through the sale 

of Sino shares. 

35. Poon rarely attended board meetings while he was on Sino's board, From the beginning 

of 2006 until his resignation from the Board in 2009) he attended 5 of tho 39 board m~etings, or 

less than 13% of all board meetings held during that period. 

36. Wang is a dlrecto.l' of Sino, and has held this position s-inoe August 2007. Wang resides 

in Hong Kong, China. As a board member, he adopted as his own the false statements made in 

each of Sino'sannuaJ financial statements, particularized below, when such statements were 

signed on his behalf. As a board member, he caused Sino to make the misrepresentations 

patticularized below. 

37. Martin has been a director of S Ina since 2006, and was apPointed vice~chairman In 2010. 

On or about August 25, 2011, Mallin rep laced Chan as Chief Executive Officer -of Sino, Martin 

was a member of Sino's audit committee prior to early 2011. Martin has made in excess of 

$474,000 through the sale of Sino shares, He resides in Hong Kong~ China, As a board member, 

he adopted as his own the false statements made in each of Sino's annual flnanoial statements, 

particu:lar.ized below, when such statements were signed on his behalf, As a board member, he 

caused Sino to make the misrepresentations particularized herein. 

38. Makis a direotor of Sino, and has held thisposition since 1994. Mal<: was a member of 

- Sino's audit oommittee priol' to eurly 2011. Mak and persons connected with Mak have made in 

exoess of $6.4 million through sales of S.ino shares. Mak resides ill British Columbia. As a 

board membet', he adopted as his own the false statements made in each of Sino's annual 
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financial statements, particularized below, when suoh statements were signed on his behalf, As a 

board member, ,he oaused Sino to make the misrepresentations particularized below. 

39. Murray is a direotor of Sino, and has held this position since 1999, Murray has made in 

excess of$9,9I11illion through sales of Sino shares, Murray resides in Hong Kong, China, As a 

board member, he adopted as his own the false statements made in each of Sino's annual 

financial statements, particularized below, when such statements were signed on his behalf. As a 

board member, he caused Sino to make the misrepl'esentations partioularized below. 

40, Since becoming 1:1 ,director, Murray has rarely attended board and board committee 

meetings, From the beginning of 2006 to the close of 20 10, Murray attended 14 of 64 board 

meetings, or less than 22% of boaI'd meetings held durlng that period. During that same period, 

Murray attended 2 out of 13, 01' 15%, of the meetings held by the Boul'd's Compensation and 

Nominating Committee, and attended none of the 11 meetings of that Committee held ftom the 

beginning of2007 to the close of 201 0, 

41, Hyde is a director of Sino, and has held this position since 2004. Hyde was previously a 

partner of E&Y. Hyde is the chairman of Sino's Audit Committee, Hyde, along with Chan, 

'signed each of the Z007~2010 Annual Consolidated Financial Statements 011 behalf of Sino's 

board, Hyde is also member ofthe Compensation and Nominating Committee. Hyde has made 

in excess of $2.4 mll:lion through the sale of Sino shares. Hyde resides in Ontario. As a board 

member, he adopted as his own the false statements made in each of Sino's annual financial 

statements, particl:l/arized below, when he signed such statements or when they were signed on 

his behalf. As a board member, he caused Sino to make the misrepresentations particularized 

below, 
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42. Ardell is a director ofSinol and has held this position since January 2010. Ardell is a 

member of Sino's £Iud it committee. Ardell resides in Ontario, As a boal'd memberl he adopted 

as his own the false statements made In each of Sino's annual financial statements released while 

he was a boal'd member, partiou larizedbelow, when such statements were signed on his behalf. 

As a board member, he caused Sino to make the misrepresentations particularized below. 

43. Bowland was a director of Sino from February 201 I until his resignation from the Board 

of Sino in November 2011. While on Sinols Board, Bowland was a member of Sino's Audit 

Committee. He was formerly an employee of a predecessor to E&Y. Bowland resides in 

Ontario. As a board member, he adopted as his own the false statements made in each of Sino's 

annual financial statements released while he was a board member, particularized below, when 

such statements were signed on his behalf. As a board member, he caused Sino to make the 

m iSl'epresentatiolls pal'tlcu I al'ized below. 

44. West is a director of Sinol and has held this position since February 2011. West was 

previously a partner at E&Y. West is a member of Sino's Audit Committee. West resides in 

Ontario. As a board member, he adopted as his own the false statements made in each of Sino's 

annual financial statements released whlle he was a board member, particularized below, when 

such statements were signed on his behalf. As a board member, he caused Sino to make the 

misrepresentations particularized below. 

45. As ·offioer and/or directors of Sinol the Individual Defendants were fiduciaries of Sino, 

and they made the misrepresentations alleged herein, adopted such misrepresentations, and/or 

caused Sino to make such misrepresentations while they were acting in their capacity as 

fiduciaries, and in violation of thdr fiduciary duties. Tn additiol1l Chan, Poon, Horsley, Martin, 
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Makand MUl1'ay were unjustly enriched in the manner and to the extent paltioularized be'low 

while they were acting in their 'capacity as fiduciaries, and in violation oftheir fiduciary duties. 

46. At all material times, Sino maintained the Code, which governed Sino's omployees, 

officers and directors, including the Individual Defendants. The Code stated that the members of 

senior management Hare expeoted to lead aocording to high standards of ethical oonduct, in both 

words and actions"." The Code further required that Sino representatives act in the best 

interests of shat'eholders, corporate opportunitJes not be t1sed for personal gain, no one trade in 

Sino seourities based on undisclosed knowledge stemming from their position or employment 

with Sino, the company's books and J'ocords be honest and accurate, conflicts of interest be 

avo lded, and any 1"10 lations or suspeoted vio lations of the Code, and any conoerns l'egard ing 

acoounting, fimmoial statement disolosure, internal accounting or disclosure controls 01' f:lllditing 

matters, be repotted. 

47. E&Y has been engaged as Sino's auditor since August 13,2007. E&Y was also engaged 

as Sino's auditor from Sino's oreation through February 19, 1999, when E&Y abruptly resigned 

during audit season and was replaced by the now-defunct Arthur Andersen LLP. E&Y was also 

Sino's auditol' from 2000 to 2004, when it Was replaced by BDO. E&Y is an expert of Sino 

within the meaning of the Securities Legislation. 

48. E&Y, in providing what it purported to be Haudit" servioes to Sino, made statements that 

It knowingly intended to be, and which were, disseminated to Sino's current and prospeotive 

seourity holdel's . .At all material times, E&Y was aware of that class of persons, intended to and 

did oommunioate with them, and intended that thf\.t class of persons would rely on E&Y's 

statements relating to Sino, which they did to their detriment. 

33 



27 

49. E&Y consented to the inclusion in the June 2009.and December 2009 Prospectuses, as 

well as the July 20.08, June 2009, December 2009 and October '201 0 Offering Memoranda, of its 

audit reports on Sino's Annual Financial Statements for various years, as alleged more 

particularly below. 

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

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

August 12,2007, when they resigned at Sino's request, and were rep'laced by E&Y. BDO is an 

expert -of Sino within the meaning of the Seourities Legislation. 

51. During the term of its service as Sino's auditor, BDO provided what it purported to be 

"audit" services to Sino, and in the course thtweof made statements that it knowingly intended to 

be, and which were,disseminated to Sino's current and prospective sectlrity holders. At all 

material times, BDO was aware of that class of persons, intended to and did oommunicate with 

them, and intended that that class of persons rely on BDO's statements relating to Sino, which 

they did to their detriment. 

52, BDO consented to the .inclusion in each of the June 2007 and December 2009 

Prospectuses and the July 2008, June 2009 and December 2009 Offering Memoranda, of its audit 

reports on Sino's Annual Financial Statements for '2005 and 2006. 

53. E& Y and BDO's annual Auditors' Report was made "to the s11areholde!'s of SinowForest 

corporation," which included the Class Members, Indeed, s. 1000.11 ofthe Handbook of the 

CanadIan Institute ofChartel'ed Accountants states t.hat "the objective offinanchll statements fo\' 

pl'Ofit-oriented enterprises foouses primarlly on the information needs a/investors and creditors)' 

[emphasis add eel] . 
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54. Sino's shareholders, including numerous Class Members, appointed E&Y as auditors of 

Sino·Forest by shareholder resolutions passed on various dates, including on June 21,2004, May 

26,2008, May 25,2009, May 31,20 10 and May 30,2011. 

55. Sino's shareholders, including numerous Class Members, appointed BDO as auditors of 

Sino·Forest by resolutions passed on May 16,2005, June 5, 2006 and May 28,2007. 

56. During the Class Period, with the knowledge and consent of BDO or E&Y (as the case 

may be), Sino's audited annual financial statements for the years ended December 31, 2006, 

2007, 2008, 2009 and 2010, together with the report of BDO or E&Y thereon (as the case may 

be), were presented to the shareholders of Sino (incJuding numerous Class Members) at annual 

meetings of such shareholders held in Toronto, Canada on, respectively, May 28,2007, May 26, 

200.8, May 25,2009, May 31,2010 and May 30, 2011. As alleged elsewhere herein, all such 

financial statements constituted Impugned Documents. 

57. PC:iyry is an international forestry consulting firm which purported to provide certain 

forestry consultation services to Sino. PC:iyry is an expert of Sino within the meaning of the 

Securities Legislation . 

.58. PO)'I'Y, in providing what it purported to be Hforestry consulting" services to Sino, made 

statements that it knowingly intended to be, and which were, disseminated to Sino',s curl'ent and 

prospective security holders. At all material times, P6yry was aware of that class of persons, 

intended to and did communicate with them, and intended that that class of persons would rely 

on Pliyry's statements relating to Sino, which they did to their detriment. 
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59. PBYI'Y consented to the inclusion in the June 2007, June 2009 and Deoember 2009 

Prospeotuses l as well as the July 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, of its VElrious reports, as detailed below in paragraph (I. 

60. The Undelwrlters are varlous 'financial institutions who served as underwritel's in one or 

more ofthe Offerings. 

61. In connectkm with the distributions conducted pursuant to the June 20071 June 2009 and 

December 2009 Prospectuses, the Underwriters who underwrote those distributions were paid, 

respeotively, an aggregate of approximately $7,5 ml11ion, $14,0 million and $14,4 million in 

underwriting commissions, fn connection with the offerings of Sino's notes in July 2008, 

December 2009, and October 2010, the Underwriters who underwrote those offerings were paid, 

respectively, an aggregate of approximately US$2.2 million, US$8.5 million and $U86 mlilion. 

Those commissions \:<,1ere paid in substantial part as c<msideration for the Underwriters' 

purported due di-Jigence examination of Sino's business and affairs. 

62. None of the Underwriters oonduoted a reasonable investigatiollinto Sino in oonneotion 

with any ofthe Offerings, None of the Underwriters had reasonable _grounds to believe that there 

was no misrepresentation in any of the Impugned Documents. In the oiroumstanoes of this oase, 

including the faots that Sino operate'! in an emerging economy, Sino had entered Canada's 

capital markets by means of a reverse merger, find 8ino had reported extraordinary rosu1ts ove!' 

an extended period of time that fur surpassed those reported by Sino's peers, the Undel'writers all 

ought to have exercised heightClned vigilanoe l'lnd caut]on in the oourse ofdischarging their duties 

to investors, which they did not do. Had they done so, they would have unoovered 8inol8 true 

nature) and the Class Members to whom they owed their duties would not have sustained the 

lo.sses that they sustained on theIr Sino investments, 
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V. THE OFFERINGS 

63, Through the Offerings, Sino raised .in aggregate in excess of $2.7 b1llion from investors 

during the Class Period, In partioular: 

(a) On June 5, 2007. Sino issu(;)dand filed with SBDAR the June 2007 Prospectus 

pursuant to which Sino distributed to the publio 15,900,000 common shares at a 

price of $12.65 P(w share for gross proceeds of $201,135,000 .. The June 2007 

Prospectus incorporated by !'eference Sino's: (1) 2006 AIF; (2) 2006 Audited 

Annual Finanoial Statements; (3) 2006 Annual MD&A; (4) Management 

Information Ch'culal' dated April 27,2007; (5) Ql 2007 Financial Statements; and 

(6) Q 1 2007 MD&A; 

(b) all July 17, 2008, Sino issued the July 2008 Offering Memorandum pursuant 1:0 

whioh Sino sold through private placement US$345 million in aggregate prinoipal 

amount of convertible senior notes due 2013. The July 2008 Offering 

Memorandum included: (1) Sinols Consolidated Annual Financial Statements 1bl' 

2005 l 2006 and 2007; (2) Sino~s unaudited interim financial statements for the 

three-month periods ended March 31, 2007 and 2008; (3) the section of the 2007 

AlP entitled "Audit Committee" and the chmiel' ofthe ALldit Committee attached 

as an appendix to the 2007 AlP; and (4) the Poyry l'eportentitled HSino-Forest 

Corporation Valuation of China Forest Assets Report as at 31 December 2007" 

dated March 14,2008; 

(c) On June J, 2009, Sino issued and filed with SEDAR the June 2009 Prospectus 

pursuant to which Sino distributed to the pUblio 34,500,000 common shares at a 

price of $11 ,00 per share for gross prooeeds of $379,500,000. The June 2009 

Prospectus Inoorporated by l'efel'ence Sino's: (1) 2008 AIF; (2) 2007 and 2008 

Annual Consolidated Financial Statements; (3) Amended 2008 Annual MD&A: 

(4) Q1 2009 MD&A; (5) Ql 2008 and 2009 Financial Statements; (6) Ql 2009 

MD&A; (7) Management Information Circular dated April 28, 2009: and (8) the 

POyl'y report titled "Valuation of China Forest Corp Assets As at 31 December 

2008" dated Apr]] 1, 2009; 
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Cd) On June 24, 2009, Sino issued the June 2009 Offering Memorandum for exchange 

of oertain of its then outstand ing senior notes due 2011 with neW notes, pursuant 

to which Sino issued US$212,330,000 in aggregate principal amount of 10.25% 

Guaranteed Senior Notes due 2014. The June 200.9 Offering Memorandum 

incorporated by reference: (1) Sino's 2005,2006 and 2007 Consolidated Annual 

Finanoial Statements; (2) the auditors' report of BDO dated M!:U'ch 19,2007 with 

respect to Sino's Consolidated Annual Financial Statements for 2005 and 2006; 

(3) the allditol's' report -of E&Y dated Maroh J2, 2008 with respect to Sino's 

Canso lidated Annual Financial Statements for 2007 except as to notes 2, 18 and 

23; (4) Sino's Consolidated Annual Financial Statements for 2007 and 2008 and 

the auditors' I'eport ofE&Y dated March 13,2009; (5) the section entItled "Audit 

Committee" in the 2008 AIF, and the cbarter of the Audit Committee attached as 

an appendix to the 2008 AIF; and (6) the unaudited interim financial statements 

for the three-month pedods ended Maroh 31, 2008 and 2009; 

(e) On December 10, 2009, Sino issued the Deoember 2009 Offering Memorandum 

pursuant to which Sino sold through private plaoement US$460,OOOI000 in 

aggregate principal amount of 4,25% convertible senior notes dlle 2016, This 

Offering Memorandum incorporated b;y reference: (1) Sino's Consolidated 

Annual Financial Statements for 2005, 2006, 2007; (2) the auditors' report of 

BDO dated Mal'cll 19, 2007 with respect to Sino' s Annual Finane lal Statements 

for 2005 and 2006; (3) the auditors' report of E&Y dated March 12, 2008 with 

respect to Sino's Consolidated Annual Financial Statements f01' 2007, except as to 

notes 2, 18 and 23; (4) Sino's Canso lidated Annual Financial Statements for 2007 

and 2008 and the auditors' report of E&Y dated March 13, 2009; (5) the 

unaudlted interim con80 Ildated financial statements for the nine-month pedods 

ended September 30, 2008 and 2009; (6) the section entitled HAudit Committee" 

In the 2008 AlP, and the chatter of the Audit Committee attached to the 2008 

AlP; (7) the P5yry report entitled "Sino·Forest Corporation Valuation of China 

Forest Assets as at 31 December 2007"; and (8) the Poyry report entitled HSino­

Forest CorpOI'ation Valuation of China Forest Corp Assets as at 31 December 

2008" dated April 1, 2009: 
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(f) On December 10, 2009, Sino issued and filed with SEDAR the Deoember 2009 

Prospeotus (together with the June 2007 Prospectus and the June 2009 Prospectus, 

the "Prospectuses") pursuant to whioh Sino distributed to the public 21,850,000 

common shares at a prioe of $16,80 per share for gross proceeds of $367,080,000, 

The Deoember 2009 PPOspeotus incorpol'ated by reference Sino's: (1) 2008 AIF; 

(2) 2007 and 2008 Annual Consolidated Financial Statements; (3) Amended 2008 

Annual MD&A; (4) Q3 2008 and 2009 Financial Statements; (5) Q3 2009 

MD&A; (6) Management InfOl'mation Ciroular dated April 28, 2009; and (7) the 

Poyr)' repon titled "Valuation of China Forest Corp Assets As at 31 December 

2008H dated April 1 ,2009; 

(g) On February 8, 2010, Sino olosed the acquisition of substantially all of .the 

outstanding oommon shares of Mandra Forestry Holdings Limited, Concurrent 

with this acquisition, Sino completed an exchange with holders of 99,7% of the 

USD$195 million notes issued by Mandra Forestry Finance .Limited and %,7% of 

. the warrants issued by Mandra Forestry Holdings Limited, for new 10,25% 

guaranteed senior notes issued by Sino in the aggregate principal amount of 

USD$187,177,375 with a rnatul'lty d£\te of July 28, ~,014, On February 11,2010, 

Sino exchanged the new 2014 Senior Notes for an additional issue of 

USD$187,187,000 In aggregate principal amount of Sino's existing 2014 Senior 

Notes, issued pUJ'suant to the June 2009 Offering Memorandum; and 

(h) 'On October 14, 2010, Sino issued the October 2010 Offering Memorandum 

pursuant to which Sino sold through private placement US$600,OOQ,000 in 

aggregate principal amount of 6,25% guaranteed seniol' notes due 2017, The 

Octo bel' 201 0 Offering Memorandum incorporated by reference: (1) Sino's 

Consolidated Annual Financial Statements for 2007, 2008 and 2009; (2) the 

auditors' repol't of B&Y dated March 15) 201Q with respect to Sinols Annual 

Financial Statements for 2008 and 2009~ and (3) Sino's 1.maudited interim 

financial statements for the six-month periods ended June 30, 2009 and 20 10, 
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64. The offering doouments referenced in the preoeding paragraph included, or incorporated 

other documents by reference that included, the Representation and the othel' misrepresentations 

in such documents that are paliicularized elsewhere herein. Had the tl'uth in regard to Sino's 

management, business andatfairs been timely disclosed, seourities regulators likely would 110t 

have receipted the Prospeotuses, nor would any of the Offerings have occurred. 

65. Each of Chan, Horsley, Martin and Hyde signed the June 2007 Prospeotus, and therein 

falsely certified that that prospectus, together with tbe documents inoorporated therein by 

reference, constituted full, true and plain disclosure of an material facts relating to the securities 

offered thereby. Each of Dundee, ClBC, Merrill and Credit Suisse also signed the June 2007 

Prospectus, and therein falsely certIfied that, to the best of its knOWledge, information and be'lief, 

that pro.spectus, together with the documents incol'porated therein by reference, constituted fu.ll, 

true ·and plain disclosure of all matel'ial facts relating to the securities offered thereby. 

66. Each of Chan, Horsley, Martin and Hyde signed the June 2009 Prospectus, and therein 

falsely certIfied that that prospectus, together with the documents inoorporated therein by 

reference, constittlted full, true and plain disclosure of all material facts relating to the securities 

offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia and TD also signed the June 

2009 Prospectus, and therein falsely certified th€lt, to the best of Its knowledge, information and 

bellef, that prospectus, together with the documents incorporated therein by refel'ence, 

constituted full, tnH~ and plain disclosure of all material facts relating to the securities offered 

thereby. 

67. Eachaf Chan, Horsley, Martin and Hyde signed the December 2009 Prospectus, and 

thel'ein falsely certified that that prospectus, together with the doouments incorporated therein by 

reference, constituted full, true and plain disclnsure of all material facts relating to the securities 
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offeree! thereby, Each of Dundee, Merrlll, Credit Suisse, Sootia, CIBe, REC, Maison, 

Canaccord and TD also signed the December 2009 Prospectus, and therein falsely certified that, 

to the best of its knowledge, information and belief, that prospectus, together with the doo~lments 

incorpot'ated therein by reference, constituted filll, true and plain disclosure of all material facts 

relating to the securitJes offered thereby, 

68, E&Y consented to the inclusion in: (I) the J~me 2009 Prospectus, of its audit reports on 

Sino's Audited Annual Financial Statements fot' 2007 and 2008; (2) the December 2009 

Prospectus, of its audit reports on Sino's Audited Annual Financial Statements for 2007 and 

2008; (3) the July 2008 Offering Memorandum, of its audit reports on Sino's Audited AnnuaJ 

Financial .Statements for 2007, and its <l.djustl11ents to Sino's Audited Annual Financial 

Statements for 2005 and 2006; (4) the December 2009 Offering Memorandum, of its alldlt 

reports 011 Sino's Audited Annua'l Financial Statements for 2007 and 2008; and (5) the Octobel' 

2010 OfferIng Memoranda~ of its audit reports on Sino's Audited Annual Finanoial Statements 

for 2008 and 2009. 

69. BDO consented to the inclusion in each of the June 2007 and December 2009 

Prospectuses and the July .2008, June 2009 and December 2009 OfferiJ1g Memora.nda of its audit 

reports on Sino's Audited Annual Financial Statements for 2006 and 2005. 

VI. THE MISREPRESENTATIONS 

70. During the Class Period, Sino made the misrepresentations pal"tlcularized below. These 

misrepresentations related to: 

A, Sino's history and fraudulent origins} 

B. Sino's forestry assets; 

C. Sino's relat6dpal'ty transaotions; 
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D. Sino's relationships with forestry bureaus and its purported title to forestry assets in the 
PRC; 

Sino's relationships with its HAuthorized Intermediaries;" 

F. Sino's cash flows; 

G. Certain risks to which Sino was exposed;<and 

H. Sino'scomplial1ce with GAAP and the Auditors' compliance with GAAS. 

A. Misrepresentations relating to Sino's History and Fraudulent Origins 

(I) Sino Overstates the Value of, and the Revenues Generated by, the Lelzhou Joint 
Venture 

71. At the time of its founding <by way of reverse merger in 1994, Sino's business was 

conducted primarily through an equity joint venture between Sino's Hong Kong subsidiary, 

S'ino-Wood Partners, Limited ("SinowWood"), find the Leizhou Forestry Bureau, which was 

situated in Guangdong Province in the south of the PRe. The name of the venture was 

Zhanjiang Leizhou Eucalyptus Resources Development Co. Ltd. (,'Leizhotl"). The stated 

purpose of Leizhou, established in ] 994, was: 

Managing forests, wood processing, the production of wood products and wood 
chemical products, and establishing a production facility with an annual 
produotiQn capacity of SO,OOO m3 of Micro' Density Fiber Board (MDP), 
managing a base of 1.20,000 mu (8,000 ha) of whloh the 'forest annual utillzation 
would be 8,000 m3

, 

72. There are two types of joint ventures in the PRC relevant to Sino: equity joint ventures 

CEJyll) and cooperatil1gjoint ventures ("CJV"). In an EN, Pl'Ofits and assets are distributed in 

propOltion to the parties' equity holdings upon winding up. 111 a CJV, the parties may contract to 

divide Pl'Ofits and assets dispropOl'tionately to their equity interests. 
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73. According to a Sino prospectus issued in January 1997, Leizhou, an EJV, was responsible 

for 20,000 heotares of the 30,000 hectares that Sino cll:1imed to have "phased~in.)' Leizhou was 

the key driver of Sino's purported eady gro'Wth. 

74. Sino claimed to hold 53% of the equity in Lelzho'u, which was to total US$10 million, 

and Sino further claimed that the Leiihou Porestry Bureau was to contl'ibute 20,000 ha of 

forestry land .. In reality, hOWeVel\ the terms of the EN required the Leizhou Porestry Bureau to 

contribute.a mere 3,533 ha, 

75. What was also unknown to investors was that Leizhou did 110t generate the sales claimed 

by Sino. More particularly, ill 1994, 1995 afld 1996, respectively, Sino claimed to have 

generated U8$11.3 ml.lrion, US$23.9 million and 08$23.1 million in sales from Lelzhou. 111 

reality, howevel" these sales did not occur, or were materially overstated, 

76. Indeed, in an undisclosed letter from Leizhou Forestry BUJ'eau to Zhanjlang City Poreign 

and Eoonomic Relations and Trade Commissio11~ dated February 27, 1998, the Bureau 

complained: 

To: Zhanjiang Muniolpal Foreign Eoonomlc Relations & Trade Commission 

Through mutual consultation between Leizhou Porestry Administration 
(hereinafter referred to as Ol;(.r side) and S'lno~ Wood Partners Limited (hel'einaftel' 
'referred to as the foreign party), and, with the approval document ZJMPZ 
No,021 [1994] Issued by your commission on 28th January 1994 for approving 
the contraots and articles of association entered into by both parties, and, with the 
approval certificate WJMZHZZZ No.065 [1994J issued by your commission, 
both parties Jointly established Zhanjiang Eucalyptus ResoUl'ces Development 
Co. Ltd. (hereinafter referred to as the Joint Venture) whose incorporate number 
is 162622w 0012 and duly registervd the same with Zhanjiang Administration for 
Industry and Commerce and obtained the business license GSQHYZ No.00604 
on 29 1h January In trJe :.lame year. It has been 4 years since the registration and 
we set out the situatlo.n as fbI lows; 

r. Information ofthe investment of both sides 
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A. The investment of OUI' side: acoording to the oontraot and artloles of 
assooiation signed by both sides and approved by your commission, our 
side has paid in RMB95 481,503,29 (equivalent to USD11,640,OOO,QO) to 
the Jo int v.enture on 20th June 1995 through an .in-kind contribution, The 
payment was made in accordance with the prescribed procedures and 
confIrmed by s'ignatures of the legal representatives of both parties. 
Acoording to the Capital Verifioation Report from YU6xl (~iffi) 
Acoounting Firm, this payment accounts for 99.1% of the agl'eed capital 
contribution fl.'om our side, which is U8Dl1,750,OOO, and accounts for 
46.56% of tile total Investment. 

B. The investment of the foreign party: the foreign party has paid in 
USD 1,000,000 on 16 th March 1994, which was in the starting period ofthe 
Joint Venture. According to the Capital Verification Report TI'om Yuexi 

Accounting Firm, this payment only accounts for 7.55% of the 
agreed capital contribtltion from the foreign party totallng 
USD J 3,2§0,000, and accounts for 4% ofthe total investment. Then, in the 
prescribed investment pel'iod, the foreign Pi1.rty did not furthcl' pay capital 
into the Joint VentUl'e. In view ofthis, your commission sent a ''Notice on 
Time fOl'CElpital Contribtitlon" to the foreign party on 30th January 1996. 
Tn acool'dance with the notice, the foreign party then on loth April sent a 
letter to your commission, requesting for postponing the deadline for 
capita! oontribution to 20th December the same yeaI" On 14th May 1996, 
your commission replied to Allen Chan (MH,w5mo, the Chairman of the 
Joint Venture, stating that "postponement of the deadlim.l for capital 
contribution is subject to the consent of OUI' side and requires amendment 
of the term on the capita! contribution time in the original contract, and 
both parties shall s~gn a bilEtteral supplementary contract; after the 
application ha~ been approved, the postponed deadline will become 
effective,". Based 'on the spirit of the letter dated 14th May from your 
co.mmission and for the purpose of achieving mlltual communication and 
dealing with the issues of the Joint Venture actively and appropriately, on 
11th June 1996, Chan Shixing (Ma.R~) and two other Directol's fl'om our 
side sent a joint letter to Allen Chan (~:tjH~~), the Chairman of the Joint 
Ventme, to propose a meeting of the board to be convened before 30th 

June 1996 in ZhanJiang, in order to disouss how to deal with the issues of 
the Joint ,Venture il'l acoordance with the relevant State provisions. 
Unfortunately, the foreign party neither had discussion with our side 
pursuant to your commissjon's letter, nol' l'eplled to the proposal of our 
side, and furthermore failed to make payment to the Joint Venture. Now, it 
ha.s been two years beyond the deadline fo!' capital contribution (29th 

January 1996), and more than one year beyond the date prescribed by the 
Notice on Time for Capital Contribution issued by your commission (30th 

April 1996). However, the foreign party has been evading the discussIon 
of the capital cont1'lbutlon Issue, and moreover has taken no further aotlon. 
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II. The Joint Venture Is (tot capable of attaining substantial 
operat/.on 

Aocord ing to the contract and al'ticJes of association, the main purposes of 
setting up the Joint Venture are, on the one hand, to invest and construct a 
project pl'oducing 50,000 cubic meter Medium Density Fiberboard (MDF) 
a year; and on the other hand, to create a forest base of 120,000 mLl) with 
which to produce 80;000 cubic meter of timber as raw material for the 
produotion of medium density fiberboard. The contract and articles of 
assooiation also prescribed that the whole funding reqlJired for the MDF 
board project should be paid by the foreign party in cash; atlr siCle should 
pay il1~kind the proportion of the fund presoribed by the contract. After 
contributing capital of U8Dl,OOO,OOO in the early stage, the foreign 
party not only failed to make subsequent capital contributions, but also 
In thetr own name successively withdrew a total amount of 
RMB4,141,045.02, from the funds they contributed, of which 
USD270,OOO was paid to lI~iadu Baixing Wood Products Factory 
(:{tlftf'f/f'i!i~*(fJ!Jt%n, which has no business relationship with the 
Joint Venture. This amount oj money equals 47.6% of {the foreign 
party 'sf patd In capital. Although our side has almost paid off the agreed 
capital contribution (only short 0.9% olthe total committed), due to the 
limited contribution from the foreign party and the fact that they 
with-drew a huge amount of money from those funds originally 
contributed by them, it is impossible for the Joint Venture to construct or 
set up production projects and to commence production operation whtle 
the funds 'eave been Insufficient and the foreign party did not pay In the 
majortty of the subscribed capital. Infact, the Joint Venture therefore Is 
merely a shell, existing in name only. 

Additionally, (lfter the establtshment of the Joint Venture, its internal 
opel'ations have been extremely abnormal, for example, annual board 
meetings have not been held as scheduled; annual reports on the status and 
the results of the annual financial audit are missing; the withdrawal of the 
huge amount of f'unds by tho foreign party was not discussed in the board 
meetings, eto. It is hard to Jist aJl here, 

r n light of the present state of contributions by both sides and the status of 
the Joint Venture from its establishment till now, our side now applies to 
your commission for: 

1. The oancellafionof the approval certificate foJ' HZhanjiang 
Ellcalyptus Resources Development Co. Ltd.", i.e. WJMZHZZZ 
No, 065[1994], based on the relevant provisions of Certain 
Regulations on the Subscription of Capital by the Parties to Sino~ 
Foreign Joint Equity Enterprises, 
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2, Direct the Joint Venture to complete the dCl'cgistration procedures 
for HZhanjiang Eucalyptus Resources Development Co. Ltd," at 
the local Administration for Industry and Commerce, and for the 
return of its business license. 

3, Coordination with both parties to resolve the relevant remaining 
issues, 

Please let us have your reply on whether the above is in order, 

The Seal of the Lelzhou Forestry Bureau 

1998, February 27 

[Translation; emphasis added.] 

77. In its 1996 Annual FimmcJaJ Statements, Sino stated: 

The $14.992,000 due from ,the LFB represel1ts cash oollected from the sale of 
wood chips on behaHofthe Leizhou EN, As originally agreed to by Sino~WQod, 
the cash was being retained by the LFB to fund the ongo'ing plantation oosts of the 
Leizhou EN incurred by the LFB, SiJ1o~Wood and LFB have agreed that the 
amount due to the Leizhou EN, after reduction for plantation costs Incurred, will 
be settled In 1997 ooncurrent witb the settlement of ·capita! contrlbutions due to 
the Leizhou EN by Sino-Wood. 

78. These statements W0['e false, inasmuoh as Leizhou never .generated such sales. Leizhou 

was wound-up in 1998, 

79. At all material times, Sino's founders, Chan and Poon, were ftllly aware of the reality 

relating to Leizhou, and knowingly misrepresented the true statt]s of Leizhou, as well as its true 

revenues and profits. 

(U) Sino's ji'fctttious Investment in SJXT 

80. In Sino's audited financial statements fOl' the year ended December 31, 1997, filed on 

SEDAR on May 20, 1998 (the "1997 Financial Statements"), Sino stated that, in order to 

establish strategic partnerships wIth key local wood product suppliers and to build a stro.ng 

distribution for the wood~based product and contraot supply businesses) it had acqu ired a 20% 

equity interest in "Shanghai Jin Xiang Timber Ltd." ("SJXT"). Sino then desoribed SJXT as an 
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EN that had been formed in 1997 by the Ministry of Forestry in China, and deolared that its 

function was to organize and manage the first and only official market for timber and log trading 

in Eastern China. It further stated that the investment in SJXT was expected to provide the 

Company with good accessibility to a large base of potential customers and ,companies .in the 

timber and log businesses in Eastern China. 

81, There is, in fact, no entity known as "Shanghai Jin Xiang Timber Ltd," While an entity 

oalled "Shanghai Jin Xlang Timber WhoJesaJe Markef' does exist, Sino did not have, as cl!limed 

in its disolosure documents, an equity stake in that venture. 

82. According to the 1997 Audited Annual Financial Statements, the total investment of 

SJXT was estimated to be U8$9.7 million, of which Sino would be required to contribute 

approximately US$1 ,9 rnlilion for a 20% equity interest. The 1997 Audited Annual Financial 

Statements stated tha~, as at December 31, 1997, Sino had madeoapital oontributions to SJXT 1n 

the amount of US$1.0 milUol1. In Sino',sbaiance sheet as at December 31, 1997, the SXJT 

investment was shown as an asset of$I.O million. 

83. In Ootobel' 1998, Sino announced an Agency Agreement with SJXT. At that time, Sino 

stated that it would provide 130,000 m3 of various wood products to SJXT over an 18 month 

period, and that, based on then-current market prices, it expeoted this contl'act to generate 

IIsigniftcant revenue" for Sino~Forest amounting to approximately $40 milllon. The !'evenues 

that were purportedly antlcipated from the SJXT contract were highly material to Sino, Indeed, 

Sino's total reported revenues in 1998 were $92.7 miIlion. 

84. In Sino's Audited Annual Financ]!'!i Statements fol' the year ended DecembeJ' 31, 1998, 

which statements were filed on SEDAR on May 18, 1999 (the 411998 Financial Statements"), 

Sino again stated that, in 1997, Jthad acquired a 20% equity interest in SJXT, that thi;) total 
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investment in SJXT was estimated to. be OS$9,7 million, of which Sine would be required to. 

co.ntl'ibute approximately $1.9 million, representing 20% of the registered capital, and that, as at 

December 31,1997 and 1998, Sino had made centributions In the amount ofUS$1.0 million to 

SJXT, In Sino's balance sheet as at Decembel' 31,1998, the SXJT investment was again shown 

as an asset o.fUS$I.O million, 

85. Sino also stated in the 1998 Audited Annual Pinancial Statements that, during 1998, the 

sale of logs and lumbel' to SJXT amounted to approximately US$537,000. These sales were 

identified in the notes to the 1998 Financia 1 Stflctements as related party transactions. 
~ 

86, In SI11o.'S Annual Report for 1998, Chan stated that lumber and wood products trading 

constituted a "promising new opportunity." Chan explained that: 

SJXT represents a very sIgnificant development for our lumber and wood 
products trading business. The market is pi'ospertng and oontinues to look very 
promising. Phase I, consisting of 100 shops, Is completed. Phases 1I and III are 
expecteGl to be completed by the year 2000., This expansi<.m would triple the size 
of the Shanghai Tim bet' Market. 

The Shanghcli Timber Market Is important to Slno-Forest as a generator of 
significant new revenue, In addtt/o/1. to supplying various forest products to the 
marketfrom our own operations, our direct participatlon in sJXr Increases our 
acttvtties In sourcin.g a wide range of Oiher wood products both from inside 
China and Internationally. 

The Shanghai Timber Market is also very beneficial to the development of the 
forest products IndustlY In China because It is the first forest products national 
sub-market in the eastem region dfthe country. 

[ ... ] 
The market also greatly facilitates Stno~Forest's networ/dng actlvities, enabling 
us to build new industry relationships and add to our market fntelltgenc81 all of 
which increasingly leverage our ability to act as principal lit aUI' dealings. 

[Emphasis added.] 
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87, Chan also stated in the 1998 Annual Report that the HAgenoy Agreement with SJXT [is] 

expeoted to generate approximately $40 million over 18 months," 

88. In Sino I s Annual Repoli: for 1999, Sino stated: 

There are also promising growth opportunities as Sino-Forest's Investment In 
Shanghai lin Xlang Timber Ltd. (SJXT or tlte Shanghai Timber Market), 
develops, The Company also oontinues to explore opportunities to establish and 
reinforce ties with other international forestry oompanles and to bring our e­
commerce t.echnology into operation, 

Sino~Forest's investment in the Shanghai Timber Market - the first national 
forest products submarket in eastern China - bas provided a strong foundation 
for the Company's lumber and wood products trading business. 

[Emphasis added,) 

89, In Sino's MD&A for the yeal' ended December 31, 1999, Sino also stated that: 

Sales from lumber and wood produots trading increased 264% to $34.2 million 
compareci to $9.4 mUllan in 1998. The Increase In lumber and woad products 
trading Is attributable largely to theinorease in new business generated from 
our investment tIt Shanghai lin Xlang '11mher Ltd. (SJX1) and a larger sales 
jorce in 1999. Lumber and wood produots trading on an agency basis has 
increased 35% from $2.3 million in 1998 to $3.1 million in 1999. The increase in 
commission income 011 lumber and wood pI'oducts trading is attributable to 
approximately $1,8 million of fees earned fi'om a new custon"lel'. 

[Emphasis added.] 

90. That same MD&A, however, also states that "The investment.in Sr.xT has contributed to 

the signifioant growth of the lumber and wood products trading business, wltich has recorded etlt 

Increase tit sales of 219% /i'ont $11. 7 million In 1998 to $37.2 m.iltton tit 1999" (emphasis 

added). 

91. In Sino's Audited Anmltll FinancIal Statements for the year ended December 31, 1999. 

whioh statements were filed on SBDAR 011 May 18,2000 {the «1999 FinancIal Statements"), 

Sino stated: 
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During the year, Shanghai Jin Xiang Timber Ltd, ["SJXT"] applied to increase 
the original total capital contributions of $868)000 (Chinese renminbl 7.2 
million] to $1,509,000 [Chinese renmlnbi 12,5 million], Sino"Wood is required to 
make an additional contribution of $278,000 as a result of the increase in total 
capital contributions, The additional capital oontribution of $278,000 was made 
in 1999 increasing its equity interest in SJXT from 27.8% to 34,4%. The 
prinoipal activity of SJXT is to organize trading of timber and logs in the PRe 
market, 

[Emphasis added,] 

92. The statements made In the 1999 Financial Statements contradicted Sino's prior 

representations in relation to SJXT, Among other things, Sino previously claimed to have made 

a capital oontribution 0[$1,037,000 for a 2'0% equity interest in SJXT. 

93. In addition, note 2(b) to the 1999 Finanoial Statements stated that, "[aJa at Deoember 31 .. 

1999, $796,OOO."advances to SJXT remained outstanding, The advanoes to SJXT were 

unsecured, non-interest bearing and without a fixed repayment date." Thus, assuming that Sino's 

contributions to SJXT were actually made, then Sino's prior statements in relation to SJXT were 

materially misleading. and violated OAAP, inasmuoh as those statements fa'lled to disclose that 

Sino had made to SJXT, a l'elated party, a non-interest bearing loan of $796,000, 

94, In Sino's Audited Annual Finanoial Statements for the year ended December 31, 2000, 

which statements were filed on SEDAR on May 18, 2000 (the 1'2000 Financial Statements"), 

S ina stated: 

111 1999, Shanghai Jin Xiang Timber Ltd. (HSJXT") applied to increase the 
original total capital contributions of $868,000 [Chinese renminbi 7.2 mlllion] to 
$1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to make an 
additional oontribution of $278,000 as a result of the increase in total eapitai 
oontributions. The additional capital contribution of $278,000 was made in 1999 
incl'easing its equity interest in S.TXT fj'om 27.8% to 34.4%. The principal activity 
of SJXT is to organize the trading of timber and logs in the PRe market. During 
the year, advanoes to SJXT of $796,000 were repaid, 
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95. In Sino's balance sheet as at Deoember 31, 2000, the SJXT investment was shown as an 

asset of $519,000, being the sum of Sino's purported SlXT investment of $1,315,000 as at 

December 31, 1999, and the $796,000 of Hedvances" purportedly repaid to Sino by SJXT during 

the year ended December 31, 2000. 

96. In Sino's Annual Reports (including the audited annual tlnancial statements oontained 

therein) for the years 2001 and beyond, there is no discussion whatsoever of SJXT. Indeed, 

?ino's Hpromising" and "very signifioant" investment in SlXT simply evaporated, without 

explanation, from Sino's d isolosure documents, [n fact, and unbeknownst to the ,public, S,ino 

never invested in a company called "Shanghai Jin Xiang Timber Ltd," Chan and Poon knew, oj' 

were reokless in not knowing of, that fact. 

97. At all material times> Sino's founders, Chan and Poon, were fully aware of the reality 

l'eJating to 8JXT, and knowingly misrepresented the true statLls of SJXT and Slncr's interested 

therein, 

(iii) Sino's Materially Dejlotent and Misleading Class Period Disclosures regarding 
81110 's HIstory 

98. During the Class Period, the Sino disolosure documents identified below purported to 

provide investors with an overview of Sino's history. However, those disclosure documents, and 

indeed all of the Impugned Documents, failed to disclose the material fact that, from its very 

founding, Sino was a fi'aud, 'inasmtlCh as ,its purportedly key investments in Leizhou and SJXT 

were either grossly inflated or fictitious, 

99. Accordingly, the statements particu larized in paragraphs 100 to 104 below were 

misrepresentations. The misleading nature of such statements was exacerbated by the faot that, 

throughout thl} Class Period, Sino's seniot' management and Board purported to be govemed by 
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the Code~ which touted the "high standards of ethical conduct) in both words and actions", of 

Sino'ssenior management and Board. 

100. In the Prospectuses, Sino described its history, but did not disolose that the SJXT 

investment was fiotitious, or that the revenues generated by Leizhou were nonwexistent or grossly 

Glverstated. 

101. In particular, the June 2007 Prospectus stated merely that: 

The Corpo.ration was formed under the Business Corporations Aot (Ontario) Llpon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pUI'suant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment fiJedon July 20, 1995 and 
May 20, 1999 to effect celtain changes in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B muJtipJe~votlng 
shares. On June 25, 2002> the Corporation fi led articles of cQntinuance to continue 
under the Canada Business CO/parations Act. On June 22, 2004, the Corporation 
filed fl:I,ticles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple"voting shares were 
eliminated. 

I 02. Similarly, the June 2009 Prospectus stated only that: 

The Corporation was formed under the B~csine8s Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontal'io Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The al1:icles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effectceltain chaNges in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B multiple"voting 
shares .. On June 25, 2002, the Corporation filed articJes of continuance to continue 
under the Canada Business Corporations Aot. On June 22, 2004, the Corporation 
filed artio1(.'ls of amendrmmt whereby its cJass A subordinate-voting shares were 
l'eclassHied as Common Shares and Its class B multiple-voting shares were 
eliminated. 

103. Finally, thl:) Deoember 2009 Pro.spectus stated only that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pUI'suant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by al,tioles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
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Corporation's olass A subordinate-v0ting shares and class B l11ultjple~voting 
shares. On June 25, 2002, the Corporation filed ,articles of oontinuance to continue 
under the Canada Business Corporations Act (the IICBCN'). On June 22, 2004, 
the Corporation flled articles of amendment whereby its class A subordinate­
voting shares were reclassified as Common Shares and its class B l11ultipJe~voting 
shares were eliminated. 

104, The failure to disclose the true nature of, andlor Sino's revenues and profits from, SJXT 

and Leizhou In the historical narrative in the Prospectuses rendel'ed those Prospectuses materially 

false and misleading. Those historical facts would have alerted persons who purchased Sino 

shares under the Prospeotuses, and/ol' in the secondary markets, to the highly elevated l'isk of 

investing in a company that oontinued to be controlled by Chan and Poon, both of whom wel'e 

founders of Sino, and both of whom had knowingly misrepresented the true nature of Lelzholl 

and SJXT from the time of Sino's 01'eation. Thus, Sino was required to disclose those historical 

facts to the Class Members during the Class Period, but failed to do so, either in the Prospectuses 

or in any other Impugned Document, 

Bf Misrepresentations relating to Sino's Forestry Assets 

(t) Sino Overstates its Yunnan Forestly Assets 

105. In a press release issued by Sino and filed on SEDAR on March 23, 2007, Sino 

announced that it had entel'ed into an agreement to sell 26 million shares to several instihltional 

investors for gros8 proceeds of US$200 million, and that the proceeds would be used f01' the 

acquisition of standing timbo!', incl~lding pursuant to a new agreement to purchase standing 

timber in Yunnan Province. It furthel' stated in that press release that SinobPanel (Asia) lno, 

("S,ino~Panel"), a wholly~owned subsidiary of Sino, had entered on that same day into an 

agreement with Gengma Dai and Wa Tribes Autonomous Region Forestry Company Ltd.) 

("Gengma ForestryH) establlshed in Lincang City, Yunnan Province in the PRC, and that, under 

that Agreement, Sino~Pane[ would acquire approximately 200,000 hectares of non-state owned 
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commercial standing timber in Lincang City and sun'oundingcitles in Yunnan foJ' US$700 

million to US$I.4 billion over a .1O-year period. 

106. These same terms of Sino's Agreement with Oengma Forestry weJ'e disclosed in Sino's 

Ql 2007 MD&A. Moreovel" throughout the Glass Period, Sino discussed its purported Yunnan 

acquisitions in the Impugned Dooume.nts, and Puyry repeatedly made statements regarding said 

holdings, as particularized below, 

107, The reported acquisitions did not take place, Sino overstated to a material degree the size 

and value of its forestry holdings in Yunnan Province, It simply does not own all of the trees it 

claims to own in Yunnan. Sino's overstatement of the Yunnan forestry assets violated GAAP, 

108. The misrepresentations about Sino'sacquis.ition and holdings of the Yunnan forestry 

assets were made in all of the Impugned Documents that were MD&As. finanoial statements, 

AIFs, Prospecttlsesand Offering Memoranda, exoept for the 2005 Audited Annual Financial 

Statements, the Ql 2006 interim financial statements, the 2006 Audited Annual Financial 

Statements, the 2006 Annual MD&A. 

(ti) Sino Overstates Its Suriname Forestry Assets,' Alternatively, Sino faUs to Disclose 
the Material Fact that its Suriname Forestry Assets are contrary to the Laws of 
Suriname 

109, In mid~2010, Sino became a majority shareholder of Ore en heart Group Ltd" a Bermuda 

corporation having its headquarters in Hong Kong, China and a llsting on the Hong Kong Stock 

Exchange ("Greenheal'f'). 

110. In August 2010, Greenheal't issued an aggregate principal amount of lJS$25,000,OOO 

convertible notes for gross proceeds of US$24,750,OOO. The so Ie subscriber ofthese convel'tible 

notes wall Ol'eater Sino Holdings Limited, an entity in which Murray has an Indirect interest, Tn 
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addition, Chan and Murray then bticame members of Oreenheart's Board) Chan became the 

Board IS Chairman, and Martin beoame the CEO of Ol'eenheart and a member of its Board. 

11 1. On August 24, 2010 and December 28, 2010, Greenheart granted to Chan, Martin and 

Murray options to purohase, respectively, approximately 6.8 million, 6.8 million and 1,1 million 

Greenheart sharcs. The options are exercisable for a five"year term. 

112. As at March 31) 2011, General Enterprise Management Services International Limited, a 

company in whioh Murray has an indirect interest, held 7,000,000 shares of Gl'eenheart, being 

0.9% of the total issued and outstand ing shares Qf Greenheart. 

113. As a l'esult of the aforesaid transactions and interests, Sino) Chan) Mal'tin and Murray 

stood to profit handsomely from any inflation in the market price of Grcenhearfs shares, 

114. At all material tjmes~ Gl'eenheart purported to have forestry assets in New Zealand and 

,Suriname. On March 1, 20 II, Greenheal't issued a press release 1n whlch it annOLJnced that: 

Greenheart acquires certain rights to additional 128,000 hectare concession in 
Suriname 

***** 
312,000 hectares now under Greenheart management 

Hong Kong) March 1, 2011 Grccnhcart Group Limited (HGl'eenheart" 01' "the 
Compani') (HKSE: 00094), an lnvcstl11l;)l1t holding company with forestt·y assets in 
Suriname and New Zealand (subjeot to certain closing GO,Hditions) today announced that 
the Company has acquired 60% of 'VIsta Marine Services N. V, (((Vista'?, a private 
company based in Surtname, South America that contro/s certain harvesting rights to a 
128,000 hectares hardwood concess;on. Vista wtll be rehl'anded as part of the 
Oreenheart Group. This transact/on wtlltncrease Greenheart's concessions limier 
management in Suriname to approximately 312,000 hectal·es. The cost of this 
aoquisition is not material to the Company as a who Ie but the Company Is optimistic 
about the prospects Vista and the positive impact that it wlJ] bring. The concession Is 
located in the Stpalawtni district of Suriname, South America, bordering Lake 
Bl'okopondo and has an estimated annual allowable cut of approximately 100,000 
cubic meters. 
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Mr, Judson Maliin, Chief Executive Officer of Greenheart and Vice~Chairman of Sino~ 
Forest Corporation, the Company's controlling shareholder said, "This acquisition IS in 
line with our growth strategy to expand our footprint in Suriname. In addition to 
increased harvestable area, this acquisition wiII bring synergies in sales, marketing, 
administration, financial reporting and control, logistics and overall management. I am 
pleased to welcome Mr.. Ty Wilkinson to Oreenheart as our minQrity partner. Me. 
Wilkinson shares our respect for the people of Suriname and the 'land and will be 
appointed Chief Executive Officer of this joint venture and be responsible fOI' operating 
in a sustalnable and responsible manner. This acquisition further advances Greenheart's 
strategy of becoming a global agt'i-forestry company, We will oontinue to actively seek 
well-priced and sustainable concessions in Suriname find neighboring regions In the 
coming months." 

[Emphasis added,] 

115. In its 2010 AlP, filed on SEDAR on March 31,2011, Sino stated: 

We hold a majority interest in Greenheart Group which, togethet' with its subsidiaries, 
owns certain rights and manages approxlmatefy 312,000 hectares of hardwood forest 
concessions in the Republic of Suriname, South America (HSuriname") and 11,000 
hectares of a I'adiata pine plantation on 13,000 hectares of freehold land in New Zealand 
as at March 31, 2011. We belleve that our ownership In Greenheart Gr()up wtll 
strengthen our global sourcing network In supplyil1g wood fibre for China In a 
sustatnableand responsible manner. 

[Emphasis added.] 

116, The statements reproduced in the preceding paragraph were false andlor materially 

misleading when made. Under the Suriname Forest Management Act. it is pmhibited for one 

company 0]' a group of companies in which one person or company has a majority intel'est to 

control more than 150,000 'heotares of land under concession. Therefore, either Oreenheart's 

concessions under management in Suriname did not exceed 150~000hectal'es. 01' Oreenheal't's 

concessions under management In Suriname via lated the laws of Suriname, which was a material 

fact not disclosed in any of the Impugned Documents. 

117, r n each of the October 2010 Offering Memorandum, the 2010 Annual MD&A, the 20 10 

AlP, Sino represented that Oreenheart had well in excess of 150,000 hectares of concession 
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under management in Suriname without however disclosing that Suriname law imposed a 1imit 

of 150,000 hectares on Greenheart and its subsidiaries. 

118. Finally, Vista's forestry concessions are 'located in a region of Suriname populated by the 

Saramaka, an indigenous people. Pursuant to the Amel'icanCorlvention on Human Rights and a 

decision of the Inter-Amer.ican Court of Human Rights, the Saramakapeople must have effectivG 

contra lover their land,lnclud.ing the management of their I'esel'ves, and must be effeotively 

consu lted by the State of Suriname, Sino has not disclosed in allY of the 1I11pugned Documents 

where it has discussed Greenheart and/or Surlname assets that Vista's pUl'ported concessions in 

Suriname, if they exist at all, are impaired due to the unfulfilled rights of the indigenous people 

of Sur.inamc) in violation of GAAP, 'rhe Impugned Documents that omitted that disclosure were 

the 2010 Annual MD&A, the 2010 Audited Anmlal Financial Statements, and the 2010 AIF, 

(tii) Sino overstates its Jtangxt Forestry Assets 

119. On June 11,2009) Sino issued a l'lres8 release in which it stated: 

Sino-Forest Corporation (TSX: TRE), a leading commercial forest plantation operator in 
China, announced today that its wholly-owned subsidiary, Sino-Panel (China) 
Investments limited ("Sino·Panel"), has entered into a Master Agreement for the 
Purohase of Pine and Chinese Fir Plantation Forests (the HJ iangxJ Master Agreement") 
with Jiangxi Zhonggan l'ndustrlaJ Development Company Limited ("Jiangxi Zhonggan"), 
which will act as the authorized agent for the ol'iginal plantation rights holders. 

Under the Jlangxi Master Agreement, Sino-Panel will, through PRe subsid lades of Sino­
Forest, acquire between 15 million and 18 million cubic metres (ml) of wood fibre 
located in plantations in Jiangxi Province over a three-year period with a price not to 
exceed RMB300 pel' m3, to the extent permitted under the relevant PRC laws and 
regulations. The plantations In which such amount ofwoodflbl'e to acquIre is between 
150,000 and 300)000 hectares to achieve an estimated average wood fibre yield of 
approximately 100 1Tl3 pe!' hectare, and include 1I'ee species such as p ine,Chlnese fir and 
othel's. Jiangxi Zhonggan will ensure plantation forests sold to Sino~Panel and its PRC 
subsidiaries are nOl1w state-owned, nonwnaturai, commercial plantation forest trees. 

In addition to securing the maximum tree acquisition prioe, Sino~Panel has pre-emptive 
rights to lease the underlying plantation land at a price, permitted under the relevant PRe 
laws and regulations, not to exceod RMB450 per hectare per annum foJ' 30 years from the 
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time of harvest. The land lease can also be extended to 50 years as permitted under PRC 
laws and regu lations. The specific terms and conditions ofpurchasing or leasing are to be 
determIned upon the execution ofdeflnitlve agn~el11ents between the PRC subsidiaries of 
Sino-Panel and Jiangxi Zhonggan upon the authorisation of original plantation rights 
holders, and subject to the requisite governmental approval and in oompliance with the 
relevant PRe laws and regulations, 

Sino-Forest Chairman and CEO Allen Chan said, uWe are fortunate to have been able 
to capture and support investment opportunitIes in Chlna's developing forestry seatol' 
by locking up a large amount of fibre at competitive prices. The Jiangxt Master 
Agreement is Slno"Forest's fifth, long4erm, fibre pu.,'chase agreement durlng the past 
two years. These five agreements cover a total plantation area oj over one mUllon 
hectares in five of China'8 most densely forested provInces. " 

[Emphasis added.] 

120. According to Sino's 2010 Annual MD&A,· as of December 31,2010, Sino had acquit'ed 

59,700 11a ofpJantation trees from Jiangxi Zhonggan Industrial Development Company Limited 

(HZhonggan") fOl' U8$269, 1 million under the terms of the master agl'eement. (In its interim 

report fOl' the second quarter of 20'11, which was issued afte)' the Class Period, Sino claims that, 

as at June 30,2011) this number had increased to 69)100 ha, for a purchase price ofUS$309.6 

million), 

121. However, as was known to Sino,Chan, Poon .and Horsley, and as ought to have been 

know.n to the remaining Individual Defendants, BOO, E&Y and Poyry, Sino's plantation 

acquisitions through Zhonggan are materially smaller than Sino has olaimed, 

(tv) Poyry makes Mlsrepresentattons in relation to Sino Js Forestry Assets 

122, As particularized above, Sino overstated its forestry assets in Yunnan and Jiangxi 

Provinces in the PRe and in Suriname, Accordingly, Sino's total assets are overstated to a 

matel'ial degree in all of the Impugned Doouments, in violation of GAAP, and each suoh 

statement of S·ino '8 iotal assets constitutes a misrepresentation, 
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123, In addition, during the Class Period, Ptlyry and entities affiliated w·ith it made statements 

that are rnisrepresenttltions in regard to Sinols Yunnan Province "assetsl" namely: 

(a) In a repOli dated March 14, 2008, filed on SBDAR on March 31, 2008 (the "2008 

Valuations"), Poy!'y: (a) statod that it had determined the valuation of the Sino 

forest assets to be U8$3,2 billion as at 31 December 2007; (b) provided tables and 

figures regarding Yunnan; (0) stated that HStands in Yunnan range from 20 ha to 

1000 ha," that HIn 2007 Sino-Porest purchased an area of mixed broad leaf forest 

in Yunnan Province,)) that HBroadJeaf forests already acquired In Yunnan are all 

mature," and that HSino-Porest is el11bal'ldng on a series of forest 

a.oquisitions/expansion effOits in Hunan, Yunnan and Ouangxi;H and (d) pl:ovided 

a detalled discussion of 'sino's Yunnan "holdings" at Appendixes 3 rmd 5. 

Poyry's 2008 Valuatlons were incorporated in Sino's 2007 Annual MD&A, 

amended 2007 Annual MD&A, 2007 AIF, eaoh of the Ql, Q2, and Q3 2008 

MD&As, Annual 2008 MD&A, amended Annual 2008 MD&A, each of the Ql, 

Q2 and Q3 2009, annual 2009 MD&A, and July 2008 and Deoember 2009 

Offering Memoranda; 

(b) In a report dated April 1,2009 and filed on SEDAR on Apl'il 2, 2009 (the H2009 

Valuations';), 'Poyt'y stated that H[t]he !wea of forest owned in Yunnan has 

quadrupled from around 10 000 ha to almost 40 000 ha over the past year," 

provided figmes and tables regarding Yunnan, and stated that 'ISino-Forest has 

inoreased its holding of broadleaf crops in Yunnan during 2008, with this 

province containing nearly 99% of its broadJeaf l'esource." Ptlyry's 2009 

Valuations were inoorporated in Sino's 2008 AlP, each of the Ql, Q2, Q3 2009 

MD&As, Annual 2009 MD&A, June 2009 Offering Memorandum, and Jtll1e 

2009 and Deoember 2009 Prospectuses; 

(0) [n a uPinal Report" dated April 23, 2010, filed on SEDAR on April 30, 2010 (the 

H2010 Valuations"), Payry stated that I'Guangxi, Hunan and Yunnan are the three 

largest provinces in terms of Sino~Porest's holdings. The 'largest change in area 

by province, both in absolute and relative terms [sioJ has been YUFl1lan, where the 
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area of forest owned has almost tripled, from around 39 000 ha to almost 106000 

ha over the past yeal',lI provided figures and tables regarding Yunnan, stated that 

HYunnan contains 106 000 ha, including 85 000 ha 01' 99% of the total bl'oadleaf 

forest," stated that Hthe threepl'ovinces of Guangxi, Hunan and Yunnan together 

contain 391 000 ha 01' about 80% ofthe total forest area of 491 000 ha" and that 

H[a]lmost 97% ·of the broadleaf forest is in Yunnant and provided a detailed 

discussion of Sino's Yunnan "holdings" at Appendixes 3 and 4. PCiyry's 2010 

Valuations were inool'pol'ated in Sino'S 2009 AIF, the annual 2009 MD&A, each 

of the Ql, Q2 and Q3 2010 MD&As, and the October 2010 Offering 

Memorandum; 

(d) In a "Summary Valuation Report)) regarding HValuatlon of Purohased FOI'est 

Crops as at 31 December 2010" and dated May 27,2011, P{)yry provided tables 

and figures regard lng Yunnan, stated that HIt]ho major changes in area by species 

n'om December 2009 to 2010' has been in Yunnan pine, with acquisitions in 

Yunnan and Sichuan provincesl! and that "[a]nalysls of [Sino's] inventory data for 

broad leaf forest in Yunnan, and comparisons with an inventol'Y that Poy!'y 

undertook there in 2008 supported the upwards revision of prices applJed to the 

Yunnan broad leaf large size log," and stated that "[t]he yield table for Yunnan 

pine in Yunnan and Sichuan pI'ovinoes was derived from data collected in this 

species in these provinces by PClyry during other work;" and 

(e) In a press release titled "Summary of Sino-Porest's China Porest Asset 20 J 0 

Valuation Reports" and which was Hjointly prepared by Sino~Porest and Poyry to 

highlight key findings and outoomes from the 2010 valuation reports," PCSyry 

reported 011 Sino's "holdings" and ostimated the market value of Sino's forest 

assets on the 754,816 ha to be approximately US$3.1 bHllon as at December 31. 

2010, 
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C. Misrepresentations relating (0 Sino's Related Party Transactiolls 
(I) Related Party Transaotions Generally 

,124. Under GAAP and ,QAAS, a 'Il'elated party" exists "when one party has the ability to 

exercise directly or indireotly, control, joint control or signlfi'cant influence over the other.'! 

(CICA Handbook 3840,03) Examples \nclude a parent-subsidiary relationship or an entity that 

is economically dependent upon another. 

125, Related parties raise the concern that transactions may not be conducted at arm's length, 

and pricing or other terms may not be determined at fair market va'lues, For example, when a 

subsidiary "sells" an asset to its parent at a given prioe, it may not be appl'opriate that that asset 

be l'eportedon the balance sheet or charged against the earnings of the parent at that price. 

Where transactions are conducted between arm's length parties, this concern is generally not 

present. 

126. The existenoe of related party transaotiollS is important to investors irrespective of the 

reported dollar values of the transactions beoause the transactions may be controlled, 

manipulated and/or concealed by management (for example, for corpol'ate purposes or because 

fraudulent activity Is involved), and because such transactions may be used to benefit 

management or persons olose to management at the expense of the company, 'and therefore Its 

shareho Iders. 

(ii) Sino fails to disclose that Zhonggan was a Related Party 

127. Jl'l'espective of fhe tl'ue extent of Zhonggan's transac,tions in Jiangxl forestry plantations, 

Sino falled to disclose, In violation of GAAP, that Zhonggan was a related party of Sino, More 

particularly, accol'ding to AlC records, the legal representative ofZhonggan is Lam Hong Chlu, 

who is an executive vice president of Sino, Lam Hong Chiu is also a director and a 50% 
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shareholder of China Square Industrial Limited, a BYI corporation which, according to AlC 

records, owns 80% of the equity ofZhonggan, 

128. The Impugned Documents that omitted that disclosure were the Q2 2009 MD&A, the Q2 

2009 interim financial statements, the Q3 2009 MD&A, the Q3 2009 interim financial 

statements, the December 2009 Prospectus, the 2009 Annual MD&A, the 2009 Audited Annual 

Finanoial Statements, the 2009 AlF, the Ql 2010 MD&A, the QI 2010 interim financial 

statements, the Q2 2010 MD&A, the Q2 2010 interim finallcia'J statements, the Q3 2010 MD&A, 

the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 Audited Annual 

Financial Statements, and the 2010 AlP. 

(iii) Sino faits to disolose that Homlx was a Related Party 

129. 011 January 12, 2010, Sino iSStled a. press release in which it announced the acquisition by 

one of its wholly-owned subsidiaries of Bomix Limited ("Homix"), which it desoribed as a 

company engaged in ['esearch and development and manufacturing of engineered-wood products 

in China, for an aggregate amount ofUS$7.1 million, That press relea.se stated: 

HOMTX has an R&D laboratory and two engineered-wood production operations based 
in Guangzhou and Jiangsu Provinces, covering eastern and southern China wood prodtlct 
markets, The company has developed a numbol' of new technologies with patent rights, 
specifically suitable for domestic plantation logs including poplar and etlcalyptus species, 
HOMIX specializes in ouring, drying and dyeing methods fol' engineered wood and has 
the know-how to produce recomposed wood products and laminated veneer lumber. 
Reoomposed wood technology Is considered to be environment-friendly and versatile as 
it uses fibre fi'om forest plantations, recycled wood and/or wood residue. This reduces the 
traditiooal use oflarge-dial11eter trees from nl1tural forests. There is growing demand fo!' 
re.composed wood technology as it reduces cost fOl' raw material while increases the 
utilization and sustainable use of plantation fibre for the produotion of furniture and 
interior/exterior building materials. 

[" . ] 
Mr. Allen Chan, Sino-forest's ChairmElTI & CEO, said, HAs we continue to ramp up our 
replanting programme with improved eucalyptus species, it is important for Sino~Forest 
to continue investing in the research and development that maXimizes all aspects of the 

62 



56 

forest product supply chain. Modernization and Improved productivity of the wood 
prooessing industry in China is also necessary given the country's chronic wood fibr~ 
deficit, Incl'eased use of technology improves operation efficiency, and maximizes and 
broadens the use of domestio plantation wood, which reduces the need fOl' logging 
domestic natural forests and fOl' importing logs from strained tropical forests, HOMJX 
has significant technological capabillties in engineeredkwGod processing," 

Mr, Chan added, HBy acquiring HOM1X, we intend to use s,lx"year eucalyptHs fibre 
instead of 30-year tree fibre from other species to produce quality lumber using 
recomposed teohnology, We believe that this will help preserve natural forests as well as 
improve the demand for and pricing of our planted eucalyptus trees." 

130. Sino's 200§) Audited Annual Finanoial Statements, Ql/2010 Unaudited Jnterim Financial 

Statements, 2010 Audited Annual Financial Statements, the MD&As related to each of fhe 

aforementioned financial statements, and Sino's AIFs for 2009 and 2010, each discussed the 

acquisition of Homlx, but nowhere disolosed that Homix was in fact a related party of S,ino. 

131. More particularly, Hua Chen, a Senior Vi'ce President, Administration & Finance, of Sino 

in the PRC) and who joined Sino in 2002, is a 30% shareholder of an opel'ating subsidiary 'Of 

Homix) Jiangsu Dayang Wood Co" Ltd. (HJiangsu") 

J 32. In order to persuade current and prospeotlve Sino shareholders that there was a 

commercial justification for the Homix acquisition; Sino misrepre.scnted Homix's p~tent designs 

registered with the PRe State rntellectua! Property Office. In particular, in Its 2009 Annual 

Report, Sino stated: 

HOMIX acquisition 

In accordance with our strategy to focus on research and development and to improve the 
end·use of our wood fibre, we acquired HOMIX Ltd. in January 2010 for $7.1 mUlion. 
This cOl'pOl:ate aoquisition is small but strategically important adding valuable 
intellectual property rights and two engineered-wood prooessing facilities located in 
Guangdong and Jiangsu Provinces to Ol.lr operations, Homix has developed 
environment·friendly technology, an efficient process using recompf}sed technology to 
convert small-diameter plantation logs into building materials andfumltttre, Since we 
plan to grow high volumes of eucalypt and othel' FGHY species, this acquisition will help 
us achieve our long-term objectives of maximizing the use of otlr fibre, supplying a 
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variety of downstream customers and enhancing economic rural development. [Emphasis 
added] 

133. However, Homix itself then had no patent designs registered with the PRe State 

Intellect\'lal Pl'operty Office. At that time, Homix had two subsidiaries, Jlangsu and Guangzhou 

Pany Dacheng Wood Co. The latter then had no patent designs registered with the PRC State 

Intellectual Property Office, whlle Jiangsu had two patent designs. However~ each such desJgn 

was for wood dyeing, and not for the conversion of small-diameter plantation logs into building 

materials and furniture. 

(tv) St.nofails to disclose that Yunan Shunxuan was a Related Party 

134. In add ition, during the Class Period, Sino purportedly purchased approximately 1,600 

hectares of timbet· in Yunnan province fi'ol11 Yunnan Shunxuan Forestry Co. Ltd. Yunnan 

Shunxuan was part of Sino, acting under a separate label. Acoordingly, it was considered a 

related party for the purposes of the GAAP disclosure requirements, a fact that Sino failed to 

disclose. 

135. The Impugned Documents that omitted that disclosure were the 2009 Annual MD&A, the 

2009 Audited Annual F.inanolal Statements, the 2009 ATF', the QI 20·10 MD&A, the Ql 2010 

interim financial statements, the Q2 2010 MD&A, the Q2 2010 interim financ.ial statements, the 

Q3 2010 MD&A, the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 

Audited Annual Finanoial Statements, and the 2010 A1F. 

J 36. Sino's failure to disclose that Yunnan Shunxuan was a related party was a violation of 

GAAP, and a misl·epl'esentatlon. 

(v) Sino fatls to disclose that Yuda Wood was a Related Party 

137. Huaihua City Yuda Wood Co. Ltd q based ln Huaihua City, J-hman Province C'Yuda 

Wood"), was a major supplier of Sino at material times. Yuda Wood was founded in April 2006 
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and, from 2007 untilZOl 0, its business with Sino totaHed approximately 152,164 Ha and RMB 

4.94 billion. 

138. During that period, Yuda Wood was a related party of Sino. Indeed, in the Second 

Report, the Ie acknowledged that i(there is evidence suggesting close cooperation [between 

Sino and Yelda Wood] (including administrative assistance, possible payment oj capital at the 

time oj establishment, jotnt control oj certatn of Yudd Wood's RMB bank acoounts and the 

numerous ematls indicating coordination ojjunding and other business actlvtties)" [emphasis 

added,] 

139, The fact that Yuda Wood Was a related party of Sino during the Class Period was a 

matel'ial fact and was required to be disclosed under GAAP, but, during the Class Period, that 

fact was not disclosed by Sino in any cfthe Impugned Documents, or otherwise, 

(vi) Sino jails to Disclose that Major Suppliers were Related Parties 

140. At material tImes, Slno had at least thirteen suppLiers where former Sino employees) 

consultants 01' secondees are or were directors, officers and/or shareholders of one or more such 

suppliers, Due to these and other connections between these SlIppliersand Sino, some 01' all of 

such suppliers were in fact undisclosed related parties of Sino, 

141, Including Yuda Wood, tbe thirtoen suppliers referenced above accounted for 43% ·of 

Sino's purported plantation purchases between 2006 and the first quarter of2011. 

142, In none ofthe Impugned Documents did Sino disclose that any of these suppliers were 

related parties, nor did it disclose sufficient particulars of its Telations with such suppliers as 

would have enabled the investIng publio to ascertain that those suppliers were related parties, 
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D. Misrepresentations relating to Sino's Relations with Forestry Bureaus altd its 
Purported Title to Forestry Assets in the PRe 

143. In at least two instances during the Class Period, PRC forestry bureau offioials were 

eIther concurrently or subsequently employees of, or oonsultants to, Sino. One forestry bureau 

assigned employees to Sino and other companies to assist in the development of the forestry 

industry in its jurisdict ion. 

144.. In addition, a vice-chief of the forestry bureau was assigned to work olosely with SIno, 

and while that vice chief still drew a basic salary from the forestry bureau, he also acted as a 

consultant to Sino in the conduct of Sino·'s business. This arrangement was in place for several 

years. That vlce-chief appeal'cd on Sino's pay.ro 11 from January 2007 with a monthly payment of 

RMB 15,000, whioh was significant compared with his forestry bl..lreaU s(:llary. 

145. In addition) at material times, Sino and/or Its subsidiaries and/or its suppliers made cash 

payments and gave "gifts" to forestl'y bureau offioals, which potentially constituted a serious 

criminal offence under the laws of the PRe. At least some of these payments and gifts were 

made 01' given in order to induce the reolpients to Issue Hconflrmation letters\> in relation to 

Sino's purported hoJdings in the PRC of standing timber, These pra0tices utterly compromised 

the integrity of the pl'Ocess whereby those Hconfirmation letters" were obtained, 

146. Further, a chief of a forestry bureau who had authorized the issuance of confil'mations to 

Sino was a!'l'ested due to corruption oharges. That forestry bureau had issued confirmations only 

to Sino and to no other oompanies. Subsequent to the termination of that forest!'y bureau chief, 

that forestry bureau did not issue oonfirmations to any oompany. 

147. The foregoing facts were matel'i~ll beoause: (1) they undermined the I'eliability (if any) of 

the documentation upon which Sino relied and continues to rely to establish its ownership of 
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standing timber; and (2) the corruption in whioh Sino was engaged exposed Sill0 to potential 

criminal penalties, including substantial fines, as well as a risk of severe rcputatlonal damage in 

Sino's most important mal'ket, the PRC. 

148. However, Ilone of these facts was disclosed in any of the [mpugne.d Documents. On the 

contrary, Sino only made the following disclosure I'egf:\l'ding former government officials in its 

2007 Annual Report (and in no other Impugned Document), whioh was materially incomplete, 

and a misrepresentation; 

To ensure successfu I growth, we have trained and promoted staff from within our 
organization, and hired knowledgeable. people with relevant working experience 
and industry exp<.wtlse -.- some joined us from forestry bureaus in various regions 
and provinces and/or state-owned tree farms. [ ... ] 4. Based in Heyuan, 
Guangoong, Deputy OM responsible for H!;}yuan plantations, previously with 
forestry bureau; studied at Yangdongxian Dangxiao [Mr. Liang] 5. Based in 
Hunan, Plantation controller, graduated from Hunan Agricultural University, 
previous ly Assistant Manager of statewowned farm trees in Hunan [Mr. Xle]. 

149. In respeot of Sino '8 purported title to standing timber in the PRe, S [no possessed 

Plantation Rights Certificates, or registel'ed title, only in respect of 18% of its purp011:ed holdings 

of standing timber as at December 31,2010, a fact nowhere disclosed by Sino during the Class 

Period. This fact was highly material to Sino, inasmuoh as standing timber comprised a large 

propolti0l1 of Sino's assets throughout the Class Period, and in the absence of Plantation Rights 

Certificates, Sino could not establish its title to that standing timber. 

150. Rather than disclose this highly material fact; Sino made the following misrepresentations 

In the following Impugned Doouments: 

(a) In the 2008 AlF: "We have obtained the plantation rights certificates or 

requisite approvals fV1' acquiring the relevant plantation rights for most of the 

pUl'chased tree plantattons and planted tree plantations -currently under our 

management, and we are In the process of applying for the plantation rights 
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oerfifioates for those plantations foJ' which we have not obtained such oertificates" 

[emphasis added]; 

(b) In the 2009 AIF: "We have obtained the plantation rights certificates or 

requisite approFats for aoquiring the relevant plantation rlghts for most of the 

purchased plantations and planted plantations currently under our 

management, and we arc in the process of applying for the plantation .rights 

oertificates for those plantations for which We have not obtained sllch certificates" 

I emphasis added]; and 

(c) In the 2010 AIF: HWe have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under OUI' 

management, and we al'c in the process of applying for the plantation rights 

certificates foJ' those plantations for which we have not obtained such certificates') 

[emphasis added]. 

151. Tn the absence of Plantation Rights CertiJicates, Sino relies principally 011 the purchase 

contracts entered into by its BVI subsidiaries ("BVIs)') in order to demonstrate its ownership of 

standing timber. 

152. HOWeVel\ under PRe law, those contracts are void and unenforceable, 

153, In the alternative, if those contracts are valid and enforceable, they are enforceable only 

as against the cOllnteq)urties through which Sino purpol'ted to acquire the standing timber, and 

not against the party who has registered title (if any) to the standing timber. Because some 01' all 

ofth08e counterpal'ties were or became insolvent, corporate shells or thinly capitalized, then any 

claims that Sino would have against those counterparties under PRe law, whether for unjust 

enrichment or otherwise, were of little to no value, and certainly constituted no substitute fol' 

registered tit-Ie to the standing timber which Sino purported to own. 
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154. Sino n~ver disclosed these material facts during the Class Period, whether in the 

Impugned Documents or otherwise. On the contrary, Sino made the following 

misreprellcntations in relation to its purported title to standing timber: 

(a) In the Ju ly 2008 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(b) In the June 2009 Offering Memorandum, Sino stated <lBased on the relevant 

purchase contracts and the approvals Issued by the relevant forestry bureaus, we 

lega'lly own our purohased plantations)!; 

(0) In the Ootober 2010 Offering Memorandum, Sino stated "Based on the l'elevant 

purohase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

Cd) Tn the 2006 AlP, Sino stated "Based on the supplemental purchase contraots and 

the p,/antation rights certifioates issued by the relevant forestry depaliments, we 

have the legal right to own our purohased tr.ee plantations"; 

(e) In the '2007 AlP, Sino stated HBased Or! the relevant purohase contraots and the 

approvals issued by the relevant forestry departments, we have the legal right to 

own our purchased tree plantations"; 

(f) In the 2008 AIF, Sino stated "Based on the relevant purchase contracts and the 

appl'Ovals issued by the relevant forestry bureaus, we legally own our pmchased 

tree plantations"; 
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(g) In the 2009 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the local forestry bureaus, we legally own our purchased 

p Jantations"; 

(h) In the December 2009 Offering Memorandum, Sino stated HBased on the relevant 

purchase contracts and the approvals issued \:}y the local forestry bureaus, we 

legally own ourpurchasod plantations"; and 

(I) 111 the 20 j·O AlP, Sino stated !lBased on the relevant purchaso contracts and the 

approvals issued by the relevant foreiiltry bureaus, we legally own our purchased 

plantations." 

155. In addition, during the Class Period, Sino nevoI' disolosed tho material fact, belatedly 

revealed in the Second Report, that "in practice It Is not able to obtatl1 Plantation Rigltts 

Certificates for standing tli11ber purchases when no land transfer rights are tl'ansfel'red" 

[emphasis added], 

J 56. On the oontrary, during the Class Period, S ina made the fo Ilowing misrepresentation in 

eaoh of the 2006 and 2007 AlFs: 

Since 2000, the PRC has been improving its system of registering plantation land 
ownership, plantation land use rlghts and plantation ownel'l;;hip rights and its 
system of"issulng certific·ates to the pel'sons having plantation land use rights, to 
ownel'S owning the plantation trees and to owners of the plantation land. In Apri I 
2000, the PRC State Forestry BUl'eau announced the "Notice on the 
Implementation of Nationwide Uniform Plantation Right Certificates!! (Lin Zi Fa 
[2000] No. 159) on April J 9, 2000 (the "Notioe"). Under the Notioe, a new 
uniform form of plantation rights certificate is to be used Gomme.noing from the 
date of the Notioe. The same (vpe of new form plantation rights certificate will 
be issued to the persons having the right .(0 use the plantatlon land, to persons 
who own ,the plantation land andplantatton trees, and to persons having the 
rIght to use plantation trees, 

[Emphasis added] 
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157. Under PRe law, county and provincial forestry bureaus have no authority to issue 

oonfirmation letters, Such letters cannot be relied upon in a court of law to resolve a dispute and 

are not a guarantee of title, Notwithstanding this, during the CIElss Period. Sino made the 

following misrepresentations: 

(a) In tho 2006 AIF: ~~In addition, for the purchased tl'ee plantations, we have 

obtained confirmations jrom the relevant jorestry bureaus that we have the 

legal right to own the purchased tree plantations for which we have not received 

certificates" [emphasis added]; and 

(b) In the 2007 AIF: "For our Purchased Tree Plantations, we have applied for the 

relevant ,Plantation Rights Certificates with the oompetent local forestry 

departments. As the relevant locations where we purchased our Purohased Tree 

Plantations l1ave not fully implemented the new form Plantation Rights 

Certificate, we are not able to obtain all the corresponding Plantation Rights 

Certificates for our Purchased Tree Plantations, In this connection, we obtained 

confirmation on our ownership of our Purchased Tree PlancattoIts from the 

relevant jorestry departments." [emphasis added] 
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E. Misrepresentations l~etattng to Sino's Relationships with its Als 

158. In addition to the misrepresentations alleged above in relation to Sino's Als, including 

those alleged in Section Vl.C hereof (Misrepresentations relating to Sino's Related Party 

Transactions), Sino made the following misrepresentations during the Class Period in relation to 

its relationships with it Als, 

(i) Sino Misrepresents the Degree of its Reltance on ttsAls 

159. On March 30. 2007, Sino issued and filed on SEDAR its 2006 AlP. In that AlP, Sino 

stated: 

... PRe laws and regulations require foreign oompanies to obtain lIoenses to engage in 
any btlSiness activities in the PRC. As a result of these requil'ements, we currently engage 
in our trading activities through PRC authorized intermediaries that have the requisite 
business licenses. There is no assurance that the PRC government will not take actiol1 to 
restrict our ability to engage i11 trading activities through OUI' authorized intermediaries, 
In order to reduce our reliance on the aut.horized intermediaries, we inten.d to use a 
WFOE tn the PRe to enter into contracts directly wIth supplters of raw "timber, and 
then process the raw timber) or engage others to process raw timber 011 its behalf, and 
selllogst wood chips and wood-based products to customers, although it wOf-lld not be 
able to engage in pUI'~ trading act.ivtttes, 

[Emphasis added.] 

160. In its 2007 AIF, which Sino filed on March 28, 2008, Sino again declared its intention to 

reduce its reliance upon AI s. 

161. These statements were PaIse and/or materially misleading when made, inasmuoh as Sino. 

had no intention to reduoe materially its rellanee on Als, because its AIs wel'e oritical to Sino's 

ability to inf1ateits revenue and net income. Rafher, these statements had the effect of mitigating 

any investol' concern arising from Sino's extensive reliance upon Als. 

162. Throughout the Class Period, Sino continued to depend heavily upon Als for its 

pm'ported sales of standing timber. In faot, contrary to Sino's purported intention to reduce its 

relianoe on its AIs, Sino's reliance 011 its Als in fact increased during the Class Period. 

72 



73 
66 

(it) Sino Mlsrepre.sents the Tax-related RIsks Arisingfrom Its use of Als 

J63. Throughout the Class Perlod, 8ino materially understated the tax·relatedrisk!il arising 

from its use of Als. 

164. Tax evasion penahles in the PRe are severe. Depending on whether the PRC authorities 

seek recovery of unpaid taxes by means of a oivll or odminEtl prooeeding, Its claims for unpaid 

tax are subjeot to either a five~ or ten~year Hmitation period. The unintentional failure to pay 

taxes is subject to a 0.05% pel' day interest penalty, while an intentional failure to pay taxes is 

punishable with fines of up to five times the unpaid taxes, and confiscation of part or a'll of the 

criminal's personal :properties maybe also imposed. 

165. Therefore, because Sino professed to be unable to determine whether Its Als have paid 

required taxes, the tax~t'elated rlsks arising from Sino's use of Als were potentially devastating. 

Sino falled, however, to disclose those aspects of the PRe tax regime in Its Class Period 

dlsclo.sw·e documents, as alleged more particularly below, 

166. Based upon Sino's reported resu·lts, Sino's tax acoruals in all of its Impugned Doctlments 

that were interim and annual financial statements were materially defiolent. Fa)' example, 

depending on whether the PRe tax authorities would assess interest at the rate of ·18.75% per 

annum, or would assess no Interest, on the unpaid inoome taxes of Sino's BVI subsidiaries, and 

depending also on whether one assumes that Sino's Als have paid no income taxes 01' have paid 

50% of the income taxes due to the PRe, then Sino'S tax accruals in its 2007, 2008, 2009 and 

2010 Alldited Annual Finanoial Statements were understated by, respectively, U8$10 million to 

OS$150 million, U8$50 million to U8$260 million; U8$81 million to US$371 mil1ion, ana 

U8$83 million to 08$493 mililon. ImpOitantly, were one to consider the Impaot ofunp£lid taxes 

other than unpaid income taxes (fot' example, unpaid value~added taxes), then the amounts by 
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which Sino's tax acol'uals were understated in these financial statements would be substantially 

larger. 

] 67, The afo.rementioned estimates of the amounts by which Sino's tax accl'Uals were 

understated also assume that the PRC tax authOl'ities only impose interest charges on Sino's BVl 

Shlbsidiaries .and impose no other penalties for unpaid taxes, and assume further that the PRe 

authorities seek back taxes only fol' the preceding fivc years, As indioated above, eacF.! of these 

assumptions is likely to be unduly optimistic. l.n any case, Sino's inadequate tax accruals 

violated GAAP, and constituted misrepl'esentations .. 

168. Sino also violated GAAP in its 2009 Audited Annual Financial Statements by fai1!ng to 

apply to its 2009 financial l'esu Its the PRe tax guidance that was issued in February 2010, 

Although that guidance was issued after year~end 2009, GAAP required that Sino apply that 

guidance to its ~009 finanoiall'esults, because that guidanoewas Issued in the subsequent events 

period. 

169. Based upon Sino's reported profit margins on its dealings with Als, which ml'l.J'gins are 

extraordinary both in relation to the profit margins of Sino's peers, and in relation to the limited 

risks that Sino pw'ports to assume in its tl'ansactions with its Als, Sino's Als al'e not satisfying 

their tax obligations, a fact that was eithel' known to the Defendants or ought to have boon 

known. If Sino's extraordinary profit margins are real, then Sino and Its Als must be dividing 

the gains ibm non~paYl11ent of taxes to the PRe, 

170. DUI'ing the Class Period, Sino never disclosed the true nature of the tax-related rIsks to 

which it was exposed, This omission, in violation of GAAP, rendered each of the following 

statements a misl'epl'esentation: 
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(a) In the 2006 Annual Financial Statements, note II [b] "Provision for tax related 

liabilitIes" and associated text; 

(b) In the 2006 Annual MD&A, the subsection HProvision for Tax Related 

Liabilities" In the section "Critical Accounting Estimates/) and associated text; 

(0) In the AIF dated March 30, 2007, the section l'Estimation of the Company's 

provision fOI' income and related taxes,H and associated text; 

(d) In the Q1 and Q2 2007 Financial Statements) note 5 HPl'ovision for Tax Related 

Liabilities/' and associated text; 

(c) In the Q3 2007 Financial Statements, note 6 ('Provh"lion fot' Tax Related 

LlabiIlties," and associated text; 

(f) Tn the 2007 Annual Financial Statements, note 13 [b] "Provision fot' tax related 

I iab! Iities," and assoclated text; 

(g) In the 2007 Annual MD&A and Amended 2007 Annual MD&A, the subsection 

HProvision for Tax Related LiabjJ.lties" In the seotion "CI'iticai Accounting 

Estimates," and associated text; 

(h) In the AIF dated March 28, 2008, the section "Estimation of the Corporation's 

provision for income and related taxes," and associated text; 

(I) 111 th(;) Q 1, Q2 and Q3 2008 Finanoial Statements, note 12 "Provision for Tax 

Related Liabilities," and associated text; 

G) In the Ql, Q2 and Q3 2008 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critioal Aocounting Estimates/\ and associated text; 

(k) .In the July 2008 Offering MelYlorand~ll11, the subsection "Taxation" in the section 

"Management's Discuss.ion and Analysis of Financial Condition and Results of 

Operations," and associated text; 
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(I) In the 2008 Annual Pinanclal Statements, note 13 [d] "Proyision for tax related 

liabilities," and associated text; 

(m) In the 2008 Annual MD&A and Amended 2008 Annual MD&A, the subseotion 

"Proyision fol' Tax Related Liabilities" il1 the section HCritical Accounting 

Estimates," and associated text; 

(n) In the AlP dated March 31, 2009, the section HWe may be liable for .income and 

related taxes to our business and ope.rations, particu lady our BVI Subsidiaries, in 

amounts greater than the !l.ftJounts we have estimated and for which we have 

provisioned/' and associated text; 

(0) In the Q"l, Q2 and Q3 2009 Financial Statements, note 13 HProvision fo!' Tax 

Related Liabilities,H and as'sQciated text; 

(p) In the Ql, Q2 ~\I~d Q3 2009 MD&As, the subsection "Provision for Tax Rylated 

Liahllities" in the section HCritloal Aooounting Estimates," and associated text; 

(q) In the 2009 Annual Finanoial Statements, note 15 [d] "Provision for tax related 

I i abilities," and assoc iated text; 

(r) In the 2009 Annual MD&A, the subsection HProvision for Tax Related 

Liabillties"in the section "Critioal Accounting Estimates,H and 'associated text; 

(s) In the AlP dated March 31, 2010, the section wWe mflY be liable for income and 

related taxes to OUt' business and operations, particuJar.ly Oell' BVI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned,>' and associated text; 

(t) [n the Q1 and Q2 2010 Financial Statements, note 14 HPl'ovision for Tax Related 

Liabilities,» and associated text; 

(u) In th(,i Ql and Q2 2010 MD&As, the subsection HProvision for Tax Related 

Liabilities!! in the section "Critical Accounting Estimates," and associated text; 
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(v) In the Q3 2010 Finanolal Statements, note 14 "Provision and Contingencies for 

Tax Related Liabilities;" and associated text; and 

(w) In the Q3 20] 0 MD&As, the subsection HPl'Ovision and Contingencies for Tax 

Related Liabilities!> in the section HCriticaJ Aocounting Estimates~" and associated 

text; 

(x) In the October 2010 Offering Memorandum, the subsection "Taxation>! in the 

section HSelected Financial Information," and associated text; 

(y) In the 2010 Annual Financial Statements, note 18 "Provision and Contingenoies 

for Tax Related Liabilities/' and associated text; 

(z) In the 2010 Anntlal MD&A, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates,u and associated 

cextj and 

(aa) Tn the AIF Qated March 31, 2011, the seotion HWe may 'be liable for inoome and 

t'clated taxes to our business and operations,particularl), our BVI Subsidiaries. in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text. 

171. In every Impugned Document that is a final'lc.ial statement, the line item "Ac,counts 

payable and accrued liabilities" and associated figures on the Consolidated Balance Sheets fails 

to properly account for Sino's tax accruals and is a misrepresentation, and a violation ofGAAP. 

172. During the Class Period, Sino also failed to disclose in any of the Impugned Documents 

that were AfFs, MD&As, financial statements, Prospectuses or Ofn.wing Memoranda. the risks 

relating to the repatriation of its eal'l1ings fi'om the PRC. In 2010, Sino added two new sections 

to Its AlP regarding the risk that it would not be able to repatriate earnIngs '!Tom its BV] 

subsidial'les (which deal with the AIs), The amount of retained earnings that may not be able to 

be repatriated is stated therein to be U8$1 A billion. Notwithstanding this disolosure, Sino did not 
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disclose in these Impugned Documents that jt would be unabJe to repatriate any earnings absent 

proof of payment ofPRC taxes, ,¥hlch it has admitted that it lacks. 

(itO Sino Misrepresents its A ccounttng Treatment oj tts Als 

173. In addition, there a1'e material discrepancies in Sino's descriptions of lts accounting 

treatment of its Ala, Beginning in -the 2003 AIF, Sino described its Als as follows: 

Beoause of the provisions in the Operational Procedures that specify when we and 
the authorized intermediary assume th~ risks and obligations relating to the raW 
tiniber 01' wood chips, as the case may be, we treat these transactions for 
accounting purposes as provid ing that we take title to the raw timber when it is 
delivered to theauthorlzed intermediary. Title then passes to the authorized 
intermed iary once the timber is processed into wood chips, Accordingly, we treat 
the authorized Intermediaries for accounting purposes as being both our 
suppliers and customers in these transactions. 

[Emp.hasis added.] 

174, Sino's disclosures were consistent ·in that regard up to and including Sino's first AIF 

issued in the Class Period (the 2006 AIF), which states: 

Because of the provisions in the Operational Procedures that specify when we and 
the AI ass\.lme the risks and obligations relating to the raw timber OJ' wood chips, 
as the case may be, we treat these tl'unsactions for acoounting pUI'Poses as 
providing that we take title to the.raw timber when It Is dellvered to the AI. Title 
then passes to the AI once the timber is processed Into wood chips. Accordingly, 
we treat the AI for accounting purposes as b?ing both our supplier and 
customer in these transactions. 

[Emphasis added,] 

175, In subsequent AIFs, Sino ceased without explanation to disolose whether 1t treaied Als 

for accounting purposes as being both th6 supplier and the C\,lstomel', 

176. Following the issuance of Muddy Waters' report on the last day of the Class Period, 

however, Sino declared publicly that Muddy Waters was "wrong" in its assertion that, for 

accounting pm'poses, Sino treated its Ala as being both BUPP Her and Otlstomer In transact iOllS, 

This claim by Sino implies either that Sino misrepresented its acoNmtlng treatment of Als in its 
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2006 AIF (and in its AIFs for prior years), or that Sino changed its accounting treatment of Its 

Als after the issuance of its 2006 AIr, If the latter is true, then Sino was obliged by GAAP to 

disclose its change in its accounting treatment of its Als. It failed to do so. 

F. Misreprescntations relating to Sino IS Cash Flow Statements 

177. Given the nature of Sino's operations, that of a f\'eqtlcnt trader of standing timber, Sino 

improperly accounted for its purchases of timber assets as Hlnvestments" in its Consolidated 

Statements Of Cash Flow, In fact, such p1.H'chasesare "Inventory" within the meaning ofGAAP, 

given the natm'e of Sino's business. 

178, Additionally, Sino violated the GAAP 'matching> principle ·in trofltlng timber asset 

purchases as Hlnvestments" and the saJe oftimbcr assets aa "Inventory": cash flow that oame Into 

the oo.mpany was treated, us cash flow .from operations, but cash flow that was spl;)nt by Sino was 

treated as cash flow for investments. As a result, HAcldltions to timber holding') was lmpl'opel'iy 

treated as a "Cash Flows Used In Investing Activltiesl! instead of "Cash Flows 'From Operating 

Aotivities" and the item (IDepletion of timber holdings lnC'luded in cost of sales" should not be 

inoluded in HCash Flows Prom Operating Activities," beoause it is 110t a cash item. 

179. The effect of these misstatements is that Sino's Cash Flows From Operating Activities 

were materially overstated throughout the Class Period, wblch created the impression that Sino 

was a far morc suocessful cash generator than it was, Stich mismatching and misclassification is 

a violation ofGAAP, 

180, Cash Flows From Operating Activities arc one ofthecrucial metrics used by I;he financial 

analysts who followed Sino's performance, These misstatements were designed to , and did, 

have the effect of causing such analysts to materially overstate the value of Slno. This material 
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overstatement was incorporated into various researoh reports made avallable to the Class 

Members; the market and the public at large. 

181. Matching is a founda,t'ional requirement of GAAP repol'ting. E&Y and BOO were aware, 

at all material times, that Sino was required to adhere to the matohing principle. If E&Y and 

BDO had oonduct~d GAAS~complalntaudits; they would have been aware that Sino's reporting 

was not GAAP compliant with regard to the matching prinoiple. Aocording1Yl if they had 

conducted GAAS-compllant audits, the statements by E&Y and BDO that Sino's l'epOiting was 

GAAP.compJiant were not only false, but were made, at a minimum, recklessly. 

182. Further, at all material times, E&Y and BDO were aware that misstatements in Cash 

Flows From Operating Activities wou ld materially Impaot the market's valuation of Sino. 

183. Accordingly, in every Impugned Document that is a financial statement, the Consolidated 

Statements Of Cash Flow are a misrepresentation and, particularly, the Cash Flows From 

Operatlng Activities item and associated figures is materially overstated, the Hadditlol1s to timber 

holdings" item and figures Is required to be listed as Cash Flows From Operating Aotlvities, and 

the "depletion of timber holdings included in cost of sales" item and figures should I'lOt have 

been included. 
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G. Misrepresentations relating to Certain Risks to which Sino was exposed 
(I) Sino is conducting "business acttvtttes" tn China 

184. At material times, PRC law required foreign entities engaging in %uslness activities') in 

the PRC to reglstel< to obtain and maintain a license. Violation of this ,<eqtlirement could have 

resulted in both administrative sanctions and oriminal punishment, including banning the 

unlicensed business aotivities, oonfiscating illegal income and properties tlsed excltlsively 

theJ'efor~ andlor an administrative fines of no more than RIvlB 500,000. Possible criminal 

punishment inoluded a crim inal fine from 1 to 5 times the 'arncHmt of the profits gained, 

185. Consequently, were Sino's BYl subsidiaries to have been engaged in unlicensed in 

"business activitiesH in the PRe during the Class Period t they wou Id have been exposed to risks 

that were highly material to Sino. 

186, Under PRe law, the term Hbusiness activiti~s" generally encompasses any for~pl<ofit 

activities, and Sino's BYI subsidiaries were in fact engaged in unlicensed Hbusiness activIties" in 

the PRC during the Class Period, However, Sino did not disclose this fact In any of the 

Impugned Documents, including In its AIFs for 2008~20J 0, which purpolted to make full 

disclosure of the materia'! risks to which Sino was then exposed. 

(ti) Sino fails to disclose that no proceeds were paid to It by tts Als 

187. In the Second Report, Sino belatedly revealed that.: 

J n practice, proceeds from the Entrusted Sale Agreements are not paid to SF but 
are held by the Als as instructed by SP and subsequently used to P~\Y for further 
purchases of standing timber by the same or othel' BVIs, The Als will continue to 
ho Id these proceeds until the Company instructs the Als to use these proceeds to 
pay for new BYI standing timber purchases. No proceeds are directly paid to the 
Company, either onshore or off'?IWl'e. 

[Emphasis added] 
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188.. This matedal fact was never disolosed in any of the Impugned Doouments during the 

Class Period. On the oontrary, Sino made the following statements during the Class Period in 

relation to the proceeds paid to it by its AIs, eaoh of which was materially mislead ing and 

therefore 11 misrepresentation: 

(a) Tn the 2005 finanoial statements, Sino stated: HAs a result, the majority of the 

accounts reoeivable arising fl'om sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other PRC liabilities" [emphasis added]: 

(b) Tn the 20Q6 Annual MD&A, the subseotion HPl'ovision for Tax Related 

Liabilities" in the section HCritical Accounting Estimates/' and associated text; 

(c) In the 2006 financial statements, Sino stated: "As a result, the majority of the 

aCCol;lnts receivable arising -fl:om sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber amI other liabillties denominated in Renm in bP' [emphasis added]; 

Cd) In the 2007 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standiNg timber and other 

liabilities denominated .In Renminbi;" 

(e) In the 2008 financial statements, S-ino stated; "As a !'esult., the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; 

(f) In the 2009 finanoial statel11ents~ Sino stated: "As a result, the majort(y of the 

accounts L'eceivable arising from sales of standil'l,g til'nbel' are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in RClllllinbi" [emphasis added]; and 
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(g) In the 2010 financial statements, Sino stated: "As a result, the majority of the 

accounts reoeivable arising frolll sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in RenminbF' [emphasis a.dded), 

H, Misrepresentations relating to Sino's GAAP Compltance and the Auditors' GMS 
Compliance 

(i) Sino, Chan arid Horsley misrepresent that Sino oompUed w.ith GAAP 

189, In each of its Class Period finanoial statements, Sino represented that Its financial 

reporting was GAAP·compliant, which was a misl'epresentatlon fOI' the reasons set out elsewhere 

herein. 

190. In particular, Sino misrepresented In those financial statements that it was OAAP-

compliant as follows: 

(a) In the annual statements filed on March 19,2007, at Note 1: "These consolidated 

fInancial statements Sino~Fol'est Corporation (the HCompany") have been 

prepared in United States doJlars in accordanoe with Canadian genera·J1y aocepted 

accounting prinoipJe.s>'; 

(b) In the annual financial statements filed on March 18, 2008, at Note t: "The 

consolidated financial statements of Sino~Forest Corpol'ation (the HCompany") 

have been prepared In United States dollal's and in aocordanoe with Canadian 

generally accepted acoounting principles"; 

(0) In the annual financial statements filed on Maroh J 6, 2009, at note 1: HThe 

consolidated financial statements of Sino~Fol'est Corporation (the HCompany") 

haw been prepared in United States dollars and in acoordance with Canadian 

generally accepted accounting principles"; 
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(d) In the annual financial stat~ments filed o.n March 16, 2010, at note 1: liThe 

consolidated financial statements of Sino-Forest Oorporation (the IICompa.ni') 

have been prepared in United States dollars and in accordance with Canadian 

generally aocepted accounting prinoiples i
'; and 

(e) In the annual financial statements filed on March 15,2011, at note 1: HThe 

oonso lidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollal'sand in accordance with Canadian 

generally accepted accounting principles". 

191. In each of its Class Pedod MD&As, Sino represented that its reporting was GAM-

compliant, which was a misrepresentation for the reasons set out elsewhere herein, 

J 92. Tn pal'ticulal', Sino misrepresented in those MD&As that it was GAAPwcompliant as 

follows: 

(a) In the annual MD&A filod on March 19, 2007: HExcept where oth<.wwise 

Indicated, all financial InformatIon reflected herein is determined on the basis of 

Canadian generally <Iocepted accounting principles (OAAP)"; 

(b) In the quarterly MD&A tiled on May 14, 2007: "Except where otherwise· 

indicated, all financial Information reflected herein is determined on the basis of 

Canadian generally accepted accounting prinolples ("OAAP")"; 

(c) In the quarterly MD&A filed on August 13, 2007: '~Except where otherwise 

lndlcated, all financial Information reHected herein is determined on the basis of 

Ca.nadian .generally aocepted accounting prinoiples ("OAAP")I'; 

(d) In the quarterly MD&A filed 011 November 12, 2007: HExcept where.otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canad ian genera lIy accepted accounting prinoiples ("GAAP")"; 
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(e) In the annua·1 MD&A t11ed on March 18, 2008: "Except where otherwise 

indicated, all finanCial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP),,; 

(f) In the amended annual MD&A t11ed on March 28~ 2008: ~~Except where otherwise 

indicated j all financial information reflected herein is determined on the basis of 

Canadian generally aocepted accounting principles (GAAP)H; 

(g) rn the quarterly MD&A t11ed on May 13, 2008: HExcept where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canad ian generally accepted accounting prine ip les ("GAAP")".: 

(h) I 11 the qnarterly MD&A t110d on August 12, 2008: HExoept where otherwise 

illdlcated, all finanola:] inf'brmation reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(I) In the quarterly MD&A filed 011 November 13, 2008: "Exoept where otherwise 

indIcated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted aooounting principles (HGAApllt; 

0) Tn the annual MD&A filed on March 16, 2009: "Except where otherwise 

indioated, alI financial information l'efiected herein Is determined on the basis of 

Canadian generally accepted account.h1g principles (GMP)"; 

(k) rn the amended annual MD&A filed on March 17,2009: "Except where otherwise 

indicated, all financial information reflected herein is Qetermined on the basis of 

Canad ian generally accepted l1ccounting principles (OAAP)II; 

(1) In the quarterly MD&A filed on May 11, 2009: "Except whel'e otherwise 

indicated, all financial information refleoted herein is determined on the basis of 

Canadian generally aocepted accounting prinoiples (OAAP)"; 

(m) 1)1 the quarterly MD&A f'i.led on August 10, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting prinoiples (GAAPt; 
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(n) In the quarterly MD&A filed on November 12, 2009: HExcept where otherwise 

indiotlted, all .financial information re:f1ected herein is determined on the basis of 

Canadia.n Generally Accepted Accounting Principles C~OAAP")"; 

(0) In the 'annual MD&A files on March 16, 2010: HBxcept where otherwise 

indicated, all financial information l'ellected herein ls determined on the basis of 

Canadian Generally Aocepted Aocounting Principles C'GAAP")"; 

(p) In the quarterly MD&A filed on May 12, 2010: 'IEx:cept where otherwise 

indicated, all finanolal Information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles (HGAAP")"; 

(q) In the quarterly MD&A filed on August 10, 2010: HExcept where otherwise 

indicated, all financial information refleoted herein is determined on the basis of 

Canadian Generally Accepted Aceotmtlng Principles (HOAAP"t: 

(I') Tn the quarterly MD&A filed on Novembel' 10) 2010: HExcept where otherwise 

Indloated, all finanoial information I'eflected herein Is determined on the basis of 

Canadian Generally Accepted Accounting Principles C'GAAP7'; and 

(8) In the annual MD&A filed on March 15, 2011; IIExcept where otherwise 

indicated, an financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("OAAP"),U 

193, In the Offerings, Sino represented that its I'eporting was GAAP-oompJiant) which was a 

misrept'esentation for the reasons set out elsewhere herein, 

194, In particular, Sino misl'epresentedin the Offerings that it was QAAP-compliant as 

follows: 

(a) In the July 2008 Offering Memorandum: <lWe prepare OUI' financial statements on 

a conso lidated basis in accot'danoe with accounting principles generally accepted 

in Canada ("Canadian GAAP")[ ... ]," "OUl' auditors condtlct their audit of our 

86 



80 

financial statements in accordance with aud·iting standards generally accepted in 

Canada
j
, and "Each of the foregoing reports or financial statements will be 

prepared in accordance with Canadian generally accepted accounting principles 

other than for reports prepared for financial periods commencing on 01' after 

January Ij 2011 [ .. ,r; 

(b) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a conso lidated basis in accordanoe with aocounting princip les generally accepted 

in Canada ("Canadian GAAPH)[, .. ]," "Our atlditors conduot their audit of our 

financial statements in aocordance with aud.iting standards generally accepted in 

Canada,'j liThe audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP," "Our audited and consolidated 

financial slatements for the. years ended Deoember 31. 2006, 2007 and 2008 and 

our unaudited interim conso.lidated finane.Ia·1 statements fo\' the three-month 

perlods ended March 31, 2008 and 2009 have been prepared in acoordance with 

Canadian GAAP"; 

(c) In the June 2009 Offering Memo.randum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles general1y accepted 

in Canada ("Canadian QAAP")[ ... ]," "Our auditors conduct their audit of our 

financial statements in accordance with aUditing standards generally accepted in 

Canada" and "The audited and unaudited consolidated flnancial statements were 

prepared in accordance with Canadian GAAP";and 

Cd) In the October 20] 0 Offering Memol'andul11: "We prepare our. financial 

statements on a oonsolidated basis in accordance with aocounting principles 

generally accepted in Canada ("Canadian GAAP")[ .. ,]," "Our auditors oonduct 

their alldit of our financial statements in accordance with auditing standards 

generally accepted in Canada/' "The audited and unaudited consolidated financial 

statements were pl'epal'ed in accordance with Canadian GAAP," "Our audited and 

consolidated financial statements for the years ended December 31, 2007, 2008 

and 2009 and our unaud ited interim canso lldated financial statements for the six-
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month periods ended June 30, 2009 and 2010 have been prepared in accordance 

with Canadian GAAP," 

195, In the Glass Period Management's Reports, Chan and Horsley repl'esented that Sino's 

reporting was GAAP-compliant} which WflS a misrepresentation for the reasons set out elsewhere 

herein. 

196, In particular, Chan and Horsley misrepresented in those Managementls Repo'rts that 

Sino's financial statements were GAAP-compliant as follows: 

(a) In the annual statements filed on Mal'ch 19,2007 Chan and Horlsey stated: HThe 

consolidated financial statements contained in this Annual Report have been 

prepared by management in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual financial :statements filed on March 18. 2008 Chan and FIorlsey 

stated: "The oonsolidated finanoial stat(7ments oontained in 'this Annual Rep<ll'i 

have been prepared by management in accordance wit,h Canadian generally 

accepted acoounting principles"; 

(0) In the annual fInancial statements flied on March 16, 2009 Chan and Horlsey 

stated: HThe consolldated finanoial statements contalned in this Annual Repo11 

have been prepared by management in accordance with Canadian generally 

accepted accountlng principles"; 

(d) In the annual financial statements filed on March 16, 2010 Chan and Horlsey 

stated: "The oonsolidated finanoial statements contained in this Annual Report 

have been prepared by management in accordance with Canf:1dian generally 

aocepted accot:l1'lting principles"; and 

(e) In the annLlal financial statements filed on March 1S} 2011 Chan and Horlsey 

stated: lIThe consolidated financial statements -contained in this Annual Repoli 
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have bee.n prepared by management in accordance with Canadian generally 

accepted accounting principles,H 

(it) E&Yand BDO misrepresent that Sino complied with GAAP and that they complied 
with GAAS 

197, In each of Sino's Class Period annual financial statements, E&Y or BDO. as the case 

may l)e, l'cpl'esellted that Sino's reporting was GAAP-oomplJant, whioh was a misrepresentation 

for the reasons set out elsewhere herein, In addition, in each stich annual financial statement, 

E&Y and 000, as the case may ·be, represented that they had oonducted their audit in 

compllanoe with OAAS, whioh was a misrepresentation because they did not in fact oonduot 

their tludits in accordance with GAAS. 

198, In particular, E&Y and BOO mist'epl'esented that Sino's j'inunoial statements were 

GAAP·compliant and that they had conducted thell' audits in compllance with GAAS as follows: 

(a) In Sino's annual financial statements filed on March 19,2007, BDOstated: "We 

oonduoted our audit in acoordance with Canadian generally accepted aUditing 

standards" and "In our opinion, these consolidated financial Btatements present 

fairly, in all material respects, the financial position of the Company as at 

December 3 I, 2006 and 2005 and the results of its operations and its cash flows 

for the years then ended in acoordance with Canadian genendly acoepted 

accounting prinoiples"; 

(b) In the June 2007 p.rospectus, BOO stated: "We have complied with Canadian 

generally accepted standat'ds for an auditor's involvement withoffel'ing 

documentsll
; 

(c) In Sino's annual financial statements filed on March 18,2008, E&Y stated: "We 

oonducted our audit in aooordance with Canadian generally accepted auditIng 

standards" and "In our opinion, these oonsolidated flnanoial statements present 

faIrly, in all material respects, the financial position of the Company as at 
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December 31, 2007 and the resu Its 0 f its operations and its cash flows f~r the year 

then ended in acoordance with Canadian generally aooepted acoounting prinoiples. 

The financ·ial statements as at Deoember 31, 2006 and for the year then ended 

were audited by other auditors who expressed an opinion without resel'vation on 

thos)':l statements in their report dated Mal'Ch 19, ZOOT'; 

(d) In the July 2008 Offedng Memol'andul11, BDO stated: "We condl;lcted our audit in 

acoordanoe with Canadian generally acoepted auditing standardsll and HIn our 

opinion, these consolidated financial statements present fairly, in all material 

respects, the finanoial position of the Company as at December 31, 2006 and 2005 

and the reau 1ts of its operations and its cash flows for the years then ended in 

accordrulc~ with Canadian generally acoepted accounting prillcipl~s" and E&Y 

.statedHWe oonducted our audit in aooordanoe with Canadian gencralIy ao.oepted 

auditing standards" and HIn oQr Qpiniol1, these conso lidated financial statements 

present fairly, in all material I'espects, the· financial position of the Company as at 

Deoember 31,2007 and the results arits operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting 

pr inclples"; 

(e) In Sino's annual financial statements filed on Maroh 16,2009, E&Y stated: "We 

conducted our audits in accordance with Canadian genem]]y aocepted auditing 

standards" and HIn our opinion, these oansa lidated financial statements present 

fairly, in all material respects, the financ.ial position of the Company as at 

Deoomber 3], 2008 and 2007 and the results of its operations and its cash flows 

the years then ended in acoordance with Canadian .gene-mlly accepted 

acoounting principles"; 

(f) In Sino's annual fInancial statements filed on Mal'ch 16, 2010~ E&Y stated: "We 

conducted our audits in fwcoI'cianee with Canadian generally accepted aud iting 

standards" and ~'In our opinion, these consolidated financ.ial statements present 

fairly, In all material respects, the financial position of the Company as at 

December 31, 2009 and :W08 and the resu Its of its operations and its oash flows 
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for the years then ended in aooordance with Canadian generally acoepted 

accounting principles"; and 

(g) In Sino's annual financial statements filed on March 15,2011, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted Eluditing 

standards." and "In our opinion, the consolidated financial statements present 

fairly, in all materia! respects, the financial position of S ino·Forest corporation as 

at December 31,20] 0 and 2009 and the results of its operations and cash flows 

fOl' the years then ended in acoordance with Canadian generally accepted 

accounting principles.!! 

(ttl) The Market Relied on Stno '8 Purported GAAP~complia1f/ce and E&Y's and BDO '8 

purported GAAS~c()mpUance in Sino IS F'tncmctal Reporting 

199. As a publlo oompany, Sino oommunicated the l'esults it claimed to have achieved to the 

Class Members via quarterly and annual financial results, amo.ng other disolosure documents. 

Sino's auditors, E&Yand BDO, as the case may be, were instrumental in the communication of 

Sino's financial information to the Class Members. The auditors certified that the financial 

statements were compliant with GAAP and that they had performed their m,ldits in compliance 

with OAAS. Neither was true, 

200. The Class Members invested In Sino's securities on the cr-itlcal premise that Sino's 

financial statements were in fact GAAP~cQrnpliant, and that S'ino's aud itors had in fact 

conducted theil' audits in complianoe with GAAS, Sino's reported financial results were also 

folfowed by analysts at numerOllS financial institutions. These analysts promptly reported to the 

market at large when Sino made earningsanno\.ll1cements, and Incorporated Into the.ir Sino-

related analyses and reports Sino's purpOltedJy GAAP-compliant financial results. These 

analyses and reports, in tum, signifioantly affected the market price for Sino's securities. 
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201. The market, inoluding the Class Members, would not have relled on Sino's financial 

reporting had the auditors disolosed that Sino's financial statements were not reliable or that theiY 

had not fo Howed the processes that would have amply !'cvealed that those statements were 

reliable. 

VII. CHAN'S AND HORSLEY'S FALSE CERTIFICATIONS 

202. Pursuant to National Instrument 52-109, the defendants Chan, as CEO, and Horsley, as 

CFO, were required at the material times to certify Sino's annu.al 'and quarterly MD&As and 

Financial Statements as weIl as the AlFs (and all documents incorporated into the AlPs), Such 

certifications inoluded statements that the filings "do not contain any untrue statement of a 

material fact or omit to state a matel'lal fact required to be stated 01' that is necessary to make a 

statement not misleading in light of the ciroumstances under whic.h it was madeH and that the 

reports HfaiJ'ly present in an material respeots tlw financlaI oondition, results of operations and 

cash f10ws of the issuer," 

203. As partioularized elsewhere herein, however, the Impugned Doouments contained the 

Representation, which was false, as well as the other misrepresentations alleged above. 

Accordingly, the certifications given by Chan and Horsley were false and were themselves 

misrepresentations. Chan and Horsley made such false certifications knowingly or, at a 

minimum, recklessly, 

VIII. THE TRUTH IS REVEALED 

204, On June 2, 2011, Muddy Waters issued its initial l'epOlt on Sino, and stated in part 

the!'ein: 
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Slno~Forest Corp (TSE: TRE) is the granddaddy of ChIna RTO frauds, It has 
always been a fraud - reporting excellent results from one of its early joint 
ventures - even though, because of TRE' sdefau It on its investment obligations, 
the N newr went into operation. TRE just lied, 

The foundation of TRE's :Ihud is a cOl1voMed structure whereby it claims to run 
most of Its revenues through Hauthorized intermedlaries l

' C'AIIl). Ala are 
supposedly timber trader customers who purportedly pay much of TRE's value 
added and income taxes, At the same time, these AIs allow TRE a gross margin of 
55% on standing timber merely for TRE having speculated on trees, 

The sole purpose of this structure is to fabricate sales transactions while having an 
excuse for not having the VAT invoices that are the mainstay of China audit 
work. If TRE 'really were processing over one bllJion dollars in sales through Als, 
TRE and the Ars would be in serious legal trouble. No Jeg.itimate public company 
would take such risks particularly because this structure has zero upside. 

[ ... ] 
On the other side of the books, TRE massively exaggerates its assets. TRE 
significantly falsifies Its investments In plantation fiber (trees), It PUl'POl'tS to have 
purchased $2.891 billion in standing timber under master agreements since 2006 
[. ,.] 

[, .. J 

Valuation 

Because TRE has $2.1 billion in debt outstanding, which we believe exceeds the 
potentiall'ooovery, we value its equity at less than $1,00 per share. 

205. Muddy Waters' report also disclosed that (a) Sino's business is a fraudulent.scheme; (b) 

Sino systemically overstated the value of its assets; (c) Sino failed to disclose various related 

party transactions; (d) Sino misstated that it had enforced high standal'ds ofgovemanoe; (e) Sino 

misstated that its reliance on the Als had decreased; (t) Sino misrepresented the tax risk 

associated with the use of Als; and (g) Sino failed to disclose the risks relatIng to repatriation of 

earnings from PRe. 

206, After Muddy Waters' initial report became publio, Sino shares fell to $14.46, at whioh 

point trading was halted (a decline of 20.6% from the pre-disclosure close of$18.21). When 
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trading was ~llowed to resume the next day, S.ino's shares fell to a olose of $5.23 (a decline of 

71.3% from June 1), 

207. On November 13, 2011 Sino released the Second Report in redacted form. Therein, the 

Committee summarized its ,findings; 

B. Ovel'View of Principal Findings 

The following sets out a very high level overview of the Ie's principal findings 
and shou]d be read in oonjunction with the balance of this report. 

Timber Ownership 

[ ... ] 
The Company does not obtain regisfered title to BVI purchased plantations. In 
the case of the BVIs' plantations, the IC has visited forestry bureaus, SuppJiers 
and Als to seek independent evidence to estabHsh a chain of title 01' payment 
transactions to verify such acquisiUons. The purchase contraots, set~of'f 
arrangement docwnematlol1 and forestl'Y bureau oonfirmations constitute the 
documentary evidence as to the Company's oontract\.lal or other rights. The IC 
has been advl8ed that the Company's rights (0 such plantations could be open to 
Challenge. However, Management has advised that, (0 date, it is unaware of any 
such challenges that hcrve not been resolved with the Suppliers in a manner 
satisfactory to the Company. 

Forestry Burea\.l Confirmations and Plantation Rights Certificates 

Registered title, through Plantation Rights Certifioates is not available in the 
jurisdictions (i.e. cities and counties) examined by the IC Advisors for standing 
timber that is held without land use/lease rights, Therefore the Company was not 
able to obtain Plantation Rights Certtflcates for tts BVLor standing timber assets 
In those areas. In these circumstanoes, the Company sought confirmations fi'om 
the relevant local forestry bureau acknowledging its dghts to the standing timber, 

The Ie Advisors reviewed forestry bUl'eau confirmations for virtually all BVr s 
assets and non~Mandl'a WFOE purchased p'iantations held as at Deoember 3], 
201 D. The Ie AdvisorB~ in meetings organized by Management, met vv'ith a 
sample afforestry bureaus with a view to obtaining verification of the Company's 
rights to standing timber in those jurlsdictions. The result of such meetings to date 
have concluded with the forestry bureaus or l'e1ated entities having issued new 
oonfu'matiol1s as to the Company's contl'actual rights to the Company in respect 
of111,177 Ha. as of December 31, 2010 and 133,040 Ha, as of March 31,201 I, 
and have acknowledged the issuance of existing confirmations issued to the 
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Company as to certain I'ights~ among other things, In respect of 113 1058 Ha, as of 
December 31, 2010. 

Forestry bureau confirmations are not officially recognized doouments and are 
not issued pursuant to a legislative mandate ot', to the knowledge 0/ the IC, a 
published policy. It appears they were issued at the request of the Company or 
its Suppliers. The oonfirmations are not title documents) in the Western sense of 
that term, although the JC believes they should be viewed as comfort indIcatIng 
the relevant forestry bureau does not dispute SF's claims to the standing timber to 
which they relate and might provide comfort in case of disputes, The purchase 
oontl'acts al'e the primary evidence of the Company's interest In timbor assets, 

In tlte meetings wtth/orestry bureaus, the IC Advisors did not obtain slgnlfloaM 
Imight into the internal authorization 01' diligence processes undertaken by the 
forestry bureaus tn Issuing cOl~{irmations and} as reflected else.where in thts 
report, the Ie did not have visibUity into or complete com/ol't regarding the 
methods by which those conjlrmations were obtained. It should be noted that 
sevel'al Suppliers observed that SF was more demanding than othel' buyers in 
requiring forestry bureau oonfirmations. 

Book Value of Til11ber 

Based 011 its review to date) the IC is satisfied that the book value of the BVIs 
timber assets of $2.4715 billion .reflected on its 2010 Financial Statements and ·of 
SP WFOE standing timber assets of $298.6 million reflected in its 2010 Financial 
Statements reflects the purchase prioes fGl' 'such assets as set out in the BVls and 
WFOE standing timber purchase contraots reviewed by the IC Advlsol's. Further, 
the purchase prices fol' such aVIs timber assets have been reconciled to the 
Company's financial statements based on set-off documentation relating to such 
contracts that wore reviewed by the IC. However, these comments are also 
subject to the conclusions set ou.t above under ('Timber Ownership J1 on title and 
other rights (0 plantation assets. 

The Ie Advisors reviewed documentation acknowledging the exeouflon of the 
set-off arrllngements between Suppliers. the Company and Als for the 2000-2010 
period. However) the Ie Advisors were unable to review any documentation of 
Als or Suppliers which independently verified movements a/cash in connection 
with such set~of/ arrangeme.nts between Suppltel's, the Company and the AIs 
used to settle purchase prices paid to Suppliers by AIs on behalf of SF. We note 
also that the independent valuation referred to in Part VIII below has not yet been 
oompleted, 

Revenue Reconoiliation 

As repolied in its First Interim Report, the IC has reconciled reported 2010 total 
revenue to the sales prices in BVIs timber sales contracts) to:gether with macro 
customer level.data TI'om other businesses, However, the IC was unable to review 
any documentation 0/ Als or Suppliers which tndependently verified movements 
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of cash In connection with set~()fJ arrangements used to settle purchase prices 
paid, 01' sale proceeds received by, 01' on behalf of SF. 

Relationships 

• Yuda Wood: The IC is satisfied that Mr, Hcnmg Ran is not otll'rently an 
employee of the Company and that Yuda Wood is not a subsidiary of the 
Company, However~ there is evidence suggesting close oooperation (including 
administrative (lssistance, possible payment oj capital a( the time of 
establishment, joint eontf'ol of certain of fur/a Wood's RMB bank accounts and 
the numeT'OUS emaUs indIcating coordination of fundIng and other busIness 
actMties) , Management has explained these arrangements were mechanisms that 
allowed the Company to monitor its interest in the timber tl'anSactIOl'lS. Fmther, 
Huang Ran (a Yuda Wood employee) has an ownership and/or directorship 111 
a number.of Supp/ters (See Section VI.B). The Ie Advisors have been introduced 
to persons identified as infJuenthd backel's of Yuda Wood but were unable to 
determine the relationships, if any, of suoh persons with Yl..lda Wood, the 
Compal1Y or other Suppliel's 01' Als. Manqgement explanations of a number of 
Yuda FroodMrelated emalls and answers to E& Y's questions are being reviewed 
by the Ie and may not be capable o['independent verifioation. 

• Other: 'f.he rc~s revIew has identified othel' situations which require further 
review, These situations suggest that the Company may have close relationships 
with certaIn Supplters, and oertain Supptten? and AIs may have cross~ 
.ownership and other relatio.'nsltlps with each other, The Ie notes that in the 
interviews conduoted by the IC with seleoted Ale and Suppliers, all suoh parties 
represented that they wel'e independent of SF, Management has very reoently 
provided information and analysis intended to explain these situations. The IC is 
reviewing this material from Management and intends to report its findings in this 
regard in its final report to the Board. Some of such information and expJa:nations 
may not be oapahle of independent verification. 

• AocountingConsidel'ations: To the extent that any of SF's purchase and sale 
transactions are with related parties Jor accounting purposes, the value oj these 
transactions as recorded on the books and records of tlte Company may be 
Impacted. 

[ ... ] 
BVI Stl'ucture 

The BVI stl'ucture used by SFto purchase and sell standing timber assets could be 
challenged by the relevant Chinese authorities as the undertaking of Hbusiness 
activltlesH within China by foreign companies, which may only be undertaken by 
entities established within China with the requisite approvals, However, thel'c is 
no clear definition ofwhat constitutes "business activities" undel' Chinese law and 
there are different vIews among the. IC's Chinese counsel and the Company's 
Chinese counsel as to whether the purchase and sale of timber in 'China as 
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undertaken by the BVls could be oonsidered to constitute "business activities" 
within China. In the event that the relevant Chinese authorities consider the BVIs 
to be undertaking "business activities" within China, they may be required to 
cease such activities and could be subject to other regulatory action. As 
regu larlzation of foreign businesses in China is an ongo ing process, the 
government has in the past tended to allow foreign companies time to l'ostructl]re 
their operations in accordance with Tegu latory requirements (the cost of which is 
uncertain), rather than enforcing the laws strictly and imposing penalties without 
notioe. See Section 11.8.2 

C. Challenges 

Throughout its process, the IC has encountered numerous challenges in its 
attempts to implement a robust independent process which would yield reliable 
results. Among those ohallenges are the following: 

(a) Chinese Legal Regime for Forestry: 

° national laws and policies appear not yet to be implemented fit all local levels; 

• in practice, none of the local jurisdictions tested in which BVls hold standing 
timber appears to have instituted a government registry and documentation system 
for the ownership of standing timber as distinct from a government registry 
system for the ownership of plantation land use rights; 

• the registration of plantation land use rights, the issue of Plantatlon Rights 
Celiificates and the establlshment of registries, is 'incomplete In some Jurisdictions 
based 011 the information available to the IC; 

• as a result, title to standing timber, when not held in conjunction with a land 
use rlght, cannot be definitively proven by reference toa government 
maintained register; and 

• Sino~Forest has requested confirmations from forestry bureaus of its acquisition 
of timber holdings (exoluding land leases) as additional evidence of ownership. 
Certain f01'estry bureaus and Suppliers have indicated the confirmation was 
beyond the typical diligence practice in China fOI' acquisition oftimber holdings. 

(b) Obtaining LnfoI'mation f!'Om Third Parties: For a variety of reasons, all of them 
ou~side the control of the Ie, it is very difficult to obtain information fi'om third 
parties in China. These reasons include the following: 

• many of the third parties from whom the IC wanted il~rormatlon (e.g., Als, 
Suppliers an.d forestry bureaus) are flot compellable by the Company or 
Canadian legal processes; 

• third parties appeared to have concerns relating to disclosure of information 
regat'ding their operations that could become public 01' fa.l1 Into the hands of 
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Chinese government authorities: many thif'd parties explained thelr reluctance to 
prop/de requested documentation and in/ormation as being (101' tax reasons" 
but decltned to elabof'ate; and 

• awareness of MW allegations) investigations and informationgathel'ing by the 
ose and other parties,and cOUli proceedings; while not often explicitly 
articulated, thirdpal'ties had an awareness of the controversy surrounding SF and 
a reluctance to be associated with any of these allegations 01' drawn into any of 
these processes. 

[ ... J 

(e) Corporate Governance/Operational Weaknesses: Management has asserted 
that business il1 China Is based upon relationships. The Ie and the IC Advisors 
have -observed this through their efforts to obtain meetings with forestry burea1..ls) 
Suppliers and Als and their other experience in China. The Importance of 
relationships appears to bave resulted in dependence on a I'ela-tlvel), small group 
of Management who are integral to maintaining customer relationsbips, 
negotiating and finalizing the purcbase and sale of plantation fibre contracts and 
the settlement of accounts receivable and accounts p,ayable assooiated with 
plantation fibre contracts, This concentration ofauthol'ity or lack of segregation of 
duties has been previol1sly disclosed by the Company as a oontrol weakness. As a 
result and as disclosed in the 2010 MD&A, senior Management 1ft their ongoing 
eVl;lluation of dlsclosLlrecontrols and procedmes and .internal oontrols avel' 
finanolal repolting, recognizing the disclosed wcakness1 determined that the 
design and oontrols were ineffective. The Chait'man and Chief Finanolal Officer 
provided annual and quarterly certifications oftbeir regulatory filings. Related to 
this weakness the following challenges presented themselves in the examination 
by the Ie and the Ie Advisors: 

• operational and administration systems that are generally not sophisticated 
having regard to the size and complexity of the Companis business and in 
relatIon to North American pl'Ilctices; including: 

, incomplete or inadequate recOI'd cl'eationand retenti.on practices; 

• oontmcts not maintained in a central location; 

• significant volumes of data maintElined across mUltiple locations on 
decentl'aJized servel's; 

• data 011 some serpers in China appearing to have been deleted on an 
irregular basts, and tliere is ItO back-Ifp system; 

• no integrated accounting system: accounting data is not maintained on a 
single, consolidated application, which can require extensive manual 
prooedures to produce reports; and 
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, a treasury function that was centralized for oertain major financ·lal 
accounts, but was not actively involved in the control or management of 
numerous looa" operations bank accounts; 

• no internal audit function although there is evidence the Company has 
undertaken and continues to assess Its disclosure controls and procedures and 
internal controls over financial !'eporting using senior Management and 
independent control consultants; 

• SF employees conduct Company affairs from time to time using personal 
devices and non-corporate email addl'ess(!t</ which have been observed to be 
shared across grou,ps of staff and changed on a pedodioand organized basis; this 
oomplicated and delayed the examinatIon of email data by the IC Advisors; and 

• lack of full oooperation/openness in the ICs examination from certain members 
of Management. 

(f) Complexity, Lack of Visibility into,and Limitations o"fBVIs Model: The use 
of AIs and Suppllers as an essential feature of the BVIs standing timber 
business model contributes to the lackofvisibillty into title documentation l cash 
movements and tax ltability since cash settlement in respect of the B VIs 
standing tf.mber transactions ta/(es place outside of the Company's booles. 

(g) CooperationUI1dopenness of the Company's executives througho~lt the 
process; From the outset, the IC Advisors sought the full oooperation and SUppUlt 
of Allen Chan and the executiVe' management team. Initially. the executive 
management team appeared ill-prepared to addl'ess the TC's concerns in an 
organized fashion and there was perhaps a degree of culture shock as 
Management adjusted to the Ie Advisors' examination. In any event, significant 
amounts of material information, particularly with respect t.o the relationship 
wIth Yuda Wood, interrelationships between Als and/Qr Suppliers, were not 
proylded to the IC Advisors as requested, In late August 201·\ on the instructions 
ofthe IC. interviews of Management were conduoted by the Ie Advisol's in which 
doouments evldenoing these conneotlons were put to the Management for 
explanation, As aresult of these intervIews (which were also attended by BJ) the 
Company p,laced certain members of Management on administrative leave upon 
the advioeof Company counsel. At the same time the OSC made allegations in 
the eTO of Management misoonduot. 

[ ... J 

(h) Independence of the IC Process: The coopel'atlOI1 and collaboration of the lC 
with lJf(magement (operating under the direction qf the new Chief Exeoutive 
Offloel~ and with Company oounsel in completing certain aspects of the IC's 
mandate has been noted by the OSC and by E&Y. Both have questioned the 
degree of Independence of the IC from Management as a result of this 
interaction. The Ie has explained the practical impediments to its work in the 
oontext of the distinct business culture (and associated issues of privacy) in the 
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forestry sector in China in which the Company operates. Cooperation of third 
parties in Hong Kong and China, including employees, depends heavily on 
1'()lationships and trust. As noted above, the Company's placing certain members 
of Management on administrative leay.c, as well as the OSC's allegations in the 
CTO, further hampered the IC's ability to c,ondtlct its process. As a result, the 
work of the TC was frequently done with the assistance of, or in rellanoe on, the 
new Chief Executive Office!' and his Management team and Company counsel. 
Given that Mr, Martin was, in effect, selected by the TC and BJ was appointed in 
late June 2011, the IC concluded that, while not Ideal, this was a practical and 
appropriate way to prooeed in the ciroumstances. As evidenced by the increased 
number of scheduled meetings with forestry bureaus, Suppliers and AIs, and, very 
recently, the delivery to the IC of information regarding Als and Suppllers and 
relationships among the Company and stich parties, it is acknowledged that Mr. 
Martin's involvement il'l the process has been beneficiaL It is also acknowledged 
that in executing his role and assisting the TC he has had to rely on certain of the 
members of Mallagement who had been placed on administrative leave, 

[Emphasis added] 

208, On January 31,2012, Sino l'eleased tho Final Report, In material part, it read: 

This Final Repot1;ofthe IC sets out the activities undertaken by the IC since mid" 
November, the findings from such aotivities and the IC's oonclusions regarding its 
examination and review. IC'sactivities during this period have been limited 
as a result of Canadian and Chinese ho:Jidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC memhersin the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisol's than those retained by the Ie. The Ie believes that, notwithstandIng 
there 1'ematn issues whIch have not been frilly answered, the work of the IC Is 
now at the point of diminishing returns because much of the information whlch 
it is seeking lies with .nonwcompellabte third pa1!ties, may not exist Of' is 
apparently not retr.ievable/rom the records o/the Company, 

In December 2011, the Company defaulted under the Indentures relating to its 
outstanding bonds with the l'esuit that its l'eSOUl'CeS81'e n0W more focused on 
dealing with its bondholders. This prooess is being overseen by the Restructuring 
Committee appointed by the Board. Pursuant to the Waiver Agreement dated 
January 18, 2012 between the Company and the holders of a majority of the 
principal amount of its 2014 Notes, tho Company agreed, among othor things, that 
the final report Qfthc IC to tho Board would be made public by January 31,2012. 

Given the olrc.umstances described above, the IC understands that, with the 
delivery ofthis Final Report, Its review and examination activities are terminated. 
the Ie does not expect to undertake further work other than assisting with 
responses to regulators and the RCMP as required and engaging in such further 
specific aotivities as the Ie may deem advisable OJ' the Board may instruct, The 
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rChas asked the IC Advisors to remain available to assist and advise the 1C upon 
its instructions, 

[ .. ,] 
rIo RELATIONSHIPS 

The objectives of the IC's examination of the Company's relationships with its 
Als and Suppliers wel'e to aetel'l11ine, in light of the MW allegations, If such 
relationships are arm's length and to obtain, if possible, imlependent verlfication 
of the cash flows under"lying the set-off transactions described in Section n.A of 
the Second Interim Report. That the Compan)I's relationships with Us Ais and 
Suppliers be arm's length Is relevant to SF's abll/.ty under GAAP to: 

• book Its timber assets at cost In Us 2011 and prior years' financial statements, 
both audited ami unaudited 

• reoognize revenue from standing timber sales as currently reflected In its 2011 
and prlol' ye(lrs' financial statements, both audited and unaudited. 

A. Yuda Wood 

Yuda Wood was founded in April 2006 and was until 2010 a Suppllel' of SF. Its 
business with SF from 2007 to 2010 totalled approximately 152,164 Ha and RMB 
4.94 billion. Section VLA and Schedule VI.A.2(a) of the Second lntel'im Report 
described the MW allegations relating to Yuda Wood, the review conducted by 
the Ie and its findings to date. The IC concluded that Huang Ran is not currently 
an employee, and that Yuda Woodis not a subsidiary, ofthe Company. However, 
there is evidence suggesting a close cooperation between SF and Yuda Wood 
which the IC had asked Management to explain. At the time the Second Interim 
Report was issued, the IC was continuing to review Management's explanations 
of a number of Yuda Wood-related emalls and certain questions arising there~ 
f['Om, 

Subsequen~ to the issuance of its Second Interim Report in mid-November, the IC, 
with the assistanoe of the Ie Advisors, 'has reviewed the Mana.gement responses 
provided to date relating to Yuda Wood and has sought further explanations and 
dooumentary support for such explanations. This was supplementary to the 
activities of the Audit Committee of SF and Its advisors who have had during this 
period primary ca.n·iage of examining Management's responses on the interactions 
of SF and Yuda Wood. Whlle many answers and explanations have been 
obtained" the Ie believes that they a1'e not yet sufficient to allOW it 'to fully 
understand the nature and scope of the relationship between SF and Yuda 
Wood. Aocordingly, based on the tnformation it has obtained, the IC is stilt 
unable to indepenilently verIfY that the relatlonship of Yuda Wood Is at arm's 
length to SF. It is to be noted thl:lt Management is of the view that Yuda Wood Is 
unrelated to SF for accounting purposes. The Ie remains satJsfied that Yuda is 
not a subsidiary of SP. Management continues to undertake work related to Yuda 
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Wood, including seeking documentation from third parties and responding to e· 
mails where the responses are not yet oomplete or prepared. Management has 
provided certain banking records to the Audit Committee that the Audit 
Committee advises support Management's position that SF did not capitalize 
Yuda Wood (but that review is not yet completed), The rc antioipates that 
Management will continue to work with the Audit Committee, Company counsel 
and E&Y on these issues, 

B, Other Relationships 

Seotion VLB, 1 of the Seoond Interim Report d~scribed certain other l'elationships 
which had been Identified in the course of the IC's preparation for oertain 
Interviews with Ars and Suppliers. These relatlonshtps include (I) thtrteen 
Suppliers Hlhere fonner SF employees, consultants or secondees are or IHll!e 

been directors, officer,'? and/or shareholders (including Yuda Wood),' (tV an AI 
with a former SF employee tn a senior position; (itt) potential relationships 
between Als and Supplf.el's,· (;'1~ set~o.ff payments for BVI.standtng timber 
pf.trchases being made by companies that ure .not AIs and other setoff 
arrangements Involving non-AI entities,' (v) payments by Als to potentially 
connected Suppliers; and (vi) sale of standing timber to aft Al po(cmtiat(p 
connected to a Supplier of that timber. Unless expres~l~Y addressed herein, 'the 
Ie has no further ttpdate 0/ a material natr.f.1'e Off the ttems raised above. 

On the instructions of the Ie, the IC Advisors gave the detaJjs of these possible 
relationships to Management for i'mther follow up and explanation. Just priOI' to 
tl1e Seoond Interim Report, Management pl'ovided information l'egarding AIs and 
Suppliers relationships among the Company and suoh parties. 

This information was in the form of a report dated November 10, 2011, 
subsequently updated on November 21, 2011 and January 20,2012 (the latest 
version being the "Kaitong Report") prepared by Kaitong Law Firm ("Kaitong"), 
a Chinese law firm which advises the Company. The Kaitong Report has been 
separately dellvered to the Board. /(aitong has advised that much of the 
information i/1. the Kaitong Report was provided by Management and has not 
been independently vermed by Souclt law jl.rmor the. IC. 

[ ... ] 
The Kaitong Report generally describes certain relationships amongst Als and 
Suppliers and certain relationships between their pel'sonnel and SinowForest, 
either identified by Management 01' through SAle and other searches, The 
Kaitong Report also specifical1y addresses certain relationships identified in the 
Seoond Interim Report, The four main areas of information ·in the Kaltong Repoli 
are as follows and are discussed in more detail below: 

(I) Baokers to Suppllers and Ala: The Kaitong Report explains the ooncept of 
Hbackers" to both Supplkws and Als. The Kaitong Report suggests that backers 
are individuals with considerable Influence in political, social or business cn'oles, 
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01' all three. The Kaitong Report also states that such backers or their identified 
main business entities do not generally appear in SAIC filings by the Suppliers or 
Als as shareholders there,of and, in most instances, in any other capacity, 

(li) Suppliers and AL~ with Former SF Personnel: The appendices to the 
Kaitong Report list certain Suppliers that have former SF personnel as 
current shareholders. 

(iii) Common Shareholders Between Suppliers and Als: The Kaitong Report 
states that there are 5 Suppliers and 3 AI s with current common shareho Iders 
but there is no cross majority ownership posltions between Suppliers and Als, 

(iv) Transactions Involving Suppliel's and AIs that have Shareholders in coml11on: 
The Kaltong Report states that, where SF has had transactions with Suppliers and 
Als that have certain current shareho lders in common as noted above, the subject 
timber in those transactions is not the same; that is, the timber which SF buys 
fi'om such Suppliers and the timber which SF sells' to such Als are located in 
different counties·or provinces, 

The Ie Advisors have reviewed the Kaitong Report on behalf of the IC. The) Ie 
Advisors liaised with Kaitollg and met with Kaitong and current and fOl1ner 
Managl:.Jment, A description of the Kaltong Report and the Ie's findings and 
comments are summarized below, By way of summary, the Kaitong Report 
provides considerable information regarding relationships among Suppliers and 
Als, and between them and SF, but much of this information related to the 
relationship of each backer with the associated .suppliel's and Als is not supported 
by any documentary or other independent evidence. As such, some of the 
in/ormation provided is unverified and, particularly as it relates to the nature of 
the relationships with the backers, Is viewed by the IC to be likely unverifiable 
by It, 

1. Backers to Suppliers and Als 

[ ... J 

Given the general lack of information on the backel's or the nature and scope of 
the relationships between the SuppJiers 01' Als and their respective backers and the 
absence of any documentary SUppOlt 01' independent evidence of such 
relationships, the Ie has been unable to reach any conclusion as to the existence, 
nature or importance of such relationships. As a result, the Ie Is unable to assess 
tlte implications, (f any,of these backers with respect to SF's relationships with 
its S~(ppliers 01' Als. Based on its experience to date, including interviews with 
Supplters and AIs involving persons who have now been ldent{fled as backers 
in the [(aitong Report, the IC believes that t.t would be very difficult for the Ie 
Advisors to arrange interviews witft either the Als or Suppliers or their 
respective backers and, if arranged, that such interviews would yield very little, 
if any, verifiable information to such advisors, The Ie understands Management 
is continuing to seek meetings with its Als and Suppliers with the objective of 
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obtaining information, to the extent such is available, that will provide further 
background to the relationships to the Audit Comjnittee. 

[ ... J 

2. Suppliers and AIs with Former SF Personnel 

The Appendices to the Kaitong Report list the Suppliers with former SF personnel 
as ourrent shareholders. Aocording to the information previously obtained by the 
IC Advjsors~ the identification of former SF personnel indicated in the Kaitong 
Report to be current shal'eholders of past or current Suppliers is correot. 

(a) Suppliers with former SF personnel 

The Kuitong Report, which is limited to examining Suppliers where ex~SF 
emp/oyee.s are current shareholders as shown in SAIC filings, does not provide 
material new information oonccl'I1ing Suppliers where former SF employees were 
identified by the Ie in the Second Interim R{;}port as having various past or present 
conneotions to current 01' former Suppliers except that the Kaitong Report 
pl'Ovides an explanation of two transactions identified in the Second Interlm 
Report. These involved purchases of standing timber by SF from Supp'liel's 
controlled by persons who wel'e employees of SF at the time of these transactions. 
Neither of the Suppliers have been related to an identified backer in the Kaltong 
Report. TheexpJanatlons are similar indioatlng that neither of the SF employees 
was an officer .In charge of plantation pUl'c.hases or one of SF's seniol' 
management at the time of the transactions, The employees in question were 
Shareholdet' #14 in relation to a RMB 49 million purchase from Supplier #18 in 
Deoember 2007 (shown in SAlC filings to be 100% owned by him) and 
Shareholdel' #20 In relation to a RMB 3.3 mlllion purchase fl.'om Supplier #23 
(shown in SATC fllings to be 70% owned by him) in October 2007, The lCaitong 
Report indicates Shareholder #20 is a current employee of SF who then had 
responstbtltttesin SF's wood board prod/wtton business, 

The IC Is not aw(:\re that the employees' ownership po.sitions were brought to the 
attention of the Boal'd at the time of the transactions or, subsequently, until the 
publication of the Second Interim RepOit and understands the Audit Committee 
will co.nsider suchinfol'matioll. 

(b) AIs with fanner SF personnel 

The Kaitong Repot·t Indicates that no SF employees are listed in SAIC filing 
reports as ourrent shal'eho Idel's of Als. Except as noted herein> the IC agrees with 
this statement. The Kaitong Report does not address the apparent 1'01e of an ex~ 
employee OfficeI' #3 who was introduced to the Ie as the person in charge of AI 
#2 by Baoker #5 of Al Conglomerate #1. BackeI' #5 is identified in the Kaitong 
Repolt as ~ backer of two Als, inoluding AI#2. (The Kaitong Report properly 
does not inc·lude AI #14. as an AJ fOl' this purpose, whose 100% shareholder is 
former SF employe\:) Officer #3. However, the Ie is satisfied that the activities of 
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this entity primarily relate to certain onshoring transactions that facilitated the 
transfer of SF BV1 timber assets to SF WFOE subsidiaries,) 

There was one other instance where a past shareho lding relationship has been 
identified between an Al #10 and persons who were previously or are still shown 
on the SF human resources records, Sharelholder #26 and Shareholder #27. 
Management has exp laincd that s~lChentjty so Id wood board processing and othel' 
assets to SF and that the persons associated with that company consu lted with SF 
after such sale in relation to the purohasi;ld wood board processing assets. Such 
entity subsequently also undertook material timber purchases as an Al of SF ilt 
2007~2008 over a time period il1 whIch such persons are shown as shareholders 
of suoh Al ill the SAIC filing reviewed (as to 47.5% for Shareholder #26 and as 
to 52.5% for Shareholder #27). That time period also interseots the time that 
Shareholder #26 Is shown in such human resources .l'ecords and partially 
intersects the time that Shareholder #27 is ShOWIf. on such records. 
Management has also explained that Shareholder #.26 subsequent to the #meoj 
such AI sales became an employee of a SF wood b()ard processing substdtal'Y. 
Management has pl'olltded certain documentary evidence of Us explanations. 
The Ie understands that the Audit Committee wiU consider this matter. 

3, Common Shareho Idel's between Supplier and Als 

The Kaitong Repolt states that there are 5 Suppliers and 3 Als that respectivelY 
have oertain common current shareholders but also states that there is no cross 
contl'Ol by thosecut'l'cnt shareholders of such Suppliers or Als based on SAIC 

. filings. The Kaitong Report correctly addresses ourrent cross shareholdings in 
Suppliel'sand AJs based on SAfe filings but does not address certain other 
shareholdings. With the exception of one situation ofcl'oss oontJ'OI in the past, the 
I C has not identified a ·ckcumstance in the SAl C fi lings reviewed where the same 
person controlled aSuppller at the time It controlled a different AI. The one 
exception Is that from AP1'il 2002 to February 2006, Al #13 is s!wwn in SAle 
filings as tlte 90% shareholder of Supplier/AI #14. Al #13 did business with SF 
BVIs from 2005 through 2007 and Supplier/AI #14 supplied SF BVIs from 
2004 through 2006. However, the IC to date .has only identified ol1e contraot 
involving timber boughtfrom Supplier/AI #14 that was subsequently sold to AI 
#13. It involved a parcel 0/2,379 Ha. timber sold to Al #13 in December 2005 
that 011iginated from a larger timber purchase contract with Supplier/AI #14 
earlier that year. Management has provided an explanation fol' this 
transaction. Tlte Ie understands that the Audit Committee will consider this 
matter. 

4, Transactions invo Iving Suppliel's and AIs with Current Shareholders in 
Common 

The Kaitong Report states that where SF has had transactions with 5 Suppliers 
and 3 Als that h,we current shareholders In common (but no one oontrolling 
shareholder) as shown in SAle filings, the subjeot timber in the transactions they 
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each undertook with SF is not the same; that iS I the timber which SF buys from 
the SUppliCI'S t1nd the timber which SF sells to the Als where the Supplier and AI 
have a current common shareholder wel'('~ located in different areas and do not 
involve the same plots of timber. The Kaitong Report further states that where 
SF has had transactions with 5 Suppliers and 3 AJs with cun'ent shareholders in 
commou. as shown in SAIC filings, SF had transaotions with those AIs prior to 
having transactions with those Suppliers, thus SF was not overstating its 
transactions by buying and selling to the same cOlmterparties, 

[,,,] 

The Kaitong Report does not specifically address historical situations involving 
common shareholders and potent·ial othel' interconnections between Ars and 
Suppliers that may appeal' as a result of the identification of baokers. Thel'e is 
genera.lly no ownership connection shown in SATe filings between backers and 
the Suppliers and AI.s associated with such backers in the Kaitong Report 

[ .. ,J 

VI. OUTSTANDfNO MATTERS 

As notl;ld in Section I f'l.bove., the [e undorstf'l.J1ds that with the delivery of this 
report, its examination and review activities are tel111inated, The I'C would expect 
its next steps may Include only: 

(a) assisting in responses to regulators and RCMP as required; and 

(b) such other specific activities as It may deem advisable or the Board may 
instruct. 

[Emphasis added] 

IX, SINO REWARDS ITS EXPERTS 

209. Bowland~ Hyde and West are former E&Y partners and emp.1oyee.s. They served on 

S.ino's Audit Committee but purported to exercise oversight oftlleir former E&Y colleagues, In 

addition, Sino's Vice-President, Finance (CorpOI'ate» Thomas M, Maradin, is a former B&Y 

employee. 
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210, The chalier of Sino's Audit Committee required that Ardell, Bowland, Hyde and West 

"review and take action to eliminate all factors that might impair, or be perceived to impair, the 

independence of the Audital'.ll Sino's practice of appointing E&Y personnel to its board - and 

paying them handsomely (fol' example, Hyde was paid $163)623 by Sino in 2010, $115,962 in 

2009, $57,000 In 2008 and $55,875 in 2007, plus options and other compensation) undermined 

the Audit Committee's oversight ofE&Y. 

211. E&Y's independence was impaired by the signifioant non-audit fees it was paid during 

2008-2010, which total $712,000 in 2008, $1,225,000 in 2009 and $992,000 in 2010. 

212. Furthel\ Andrew Fyfe, the formel' Asia-Pacifio PI'(lsidel1t for Poyry Porestry Industry Ltd, 

was appointed Chief Operating Officel' of Oreenheart, and is the directol" of several Sino 

subsid iarie.s. Fyfe signed the POYl'y valuation report dated June 30, 2004, March 22)2005, March 

23,2006, Maroh 14,2008 and Aprill, 2009. 

213. George Ho, Sino's Vice President l Finance (China), is a former Senior Manager of the 

BOO. 

X. THE DEFENDANTS' RELATIONSHIP TO THE CLASS 

214. By vhille of their purported accounting, financial and/or managerial acumen and 

qU£llifications, and by virtue of their having assumed, voluntarily and foJ' profit, the role of 

gatekeepers, the Defendants had a duty at C0I11111011 law, informed by the Securities Legislation 

and/or the CBCA, to exercise care and diligence to ensure thut the Tmpugnl1ld Documents fairly 

and accurately disclosed Sino's financial condition and performance in aecol'dance with GAAP. 

215. Sino Is a reporting issuer and had an obligation to make timely, full, true and accurate 

disc losure of l11atel'ial facts and changes with respect to its business and affairs. 
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216. The Individual Defendants, by virtue oftheJr positions as senior officers and/or directors 

'of Sino, owed a duty to the Class Members to ensure that pubJlc statements on behalf of Sino 

were not untrue, inaccurate or misleading. The continuous disolosure requirements in Canadian 

securities Jaw mandated that Sino provide the 'Impugned Documents, including quarterly and 

annual finanoial statements. These documents wel'e meant to be read by Class Members who 

acquired Sino '8 Securities in the seoondary market and to be relied on by them .in making 

investment decisions. This publlo disclosure was prepared to attract investment. and Sino and the 

Individual Defendants intended that Class Members would rely on public disclosure for that 

purpose. With .respect to Prospectuses and Offering Memoranda, these documents were preparvd 

for primary market purchasers. They include det~lned content as mandated under Canadian 

securities legislation, national instmments and OSC 1'1.Iles. They were meant to be read by the 

Class Members who acquired Sino's Securities in the primary market, and to be relied on by 

them in making decisions about whether to purohase the shares 01' notes under the Offerings to 

which these Prospeotuses and Offering Memoranda related. 

217. Chan and Horsley had statutory obligations under Canadian securities law to ensure the 

aocuracy of disolosure documents and provided certifications in respeot of the annual reports, 

financial statements and Prospectuses during the Class Period. The other Individual Defendants 

were directors of Sino during the Class Pel'lod and each had a statutory ob1igation as a director 

under the CECA to manage orsupeJ'vise the managemel1t of the business and affairs of Sino .. 

Thl;lse r ndlvidual Defendants also owed a statutory duty of care to sharcho Idel's under section 122 

of the CECA. In addition. Poon, along with Chan, oo-founded Sino and has been its president 

since 1994. He is Intimately aware of Sino's operations and as a long-stand lng senior officer. he 
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had an obligation to ensure proper disclosure. Poon authol'lzed, permitted or acquiesced in the 

['elease of the Impugned Documents. 

218. BDO and E&Y acted as Sino's auditors and provided audit repolits in Sino's anmml 

financial statements that were d ireoted to shareholders. These a\.ld it reports specified that BDO 

and E&Y had conducted an audit in accordance with QAAS1 which was untrue, and included 

theu' opinlons that the financil'll statements presented fairly, ia all material respects, the financial 

position of Sino, the results of operations and Sino's cash f1ows~ in aocordance with GAAP, 

BOO and E&Y knew and intended that Class Members would rely on the audit reports and 

assurances about the material accuracy of the financial statements. 

219. Dundee, Mel'rill, Credit Suisse, Scotia, CIBC, RBe, Maison, Canacoord and TD each 

signed one 01' more of the Prospectuses and cOliifled that, to the best of its knowledge, 

Information and belie~ the partioular prospectus, together with the documents incorporated 

therein by reference, constituted fu II, true and plain disc<losure of all material facts relating to the 

secul'ities offered thereby. These defendants knew that the Class Members who acquired Sino's 

Securities in the primary market would .rely on these assurances and the trustwOlthiness that 

would 'be credited to the Prospeotuses because of their involvement. Further, those Class 

Members that pUl'chn-sed shares under these Prospectuses purchased their shares from these 

defendants as principals, 

220. Credit Suisse USA) TD and Banc of America acted as initial ptll'chasel's 01' deale!' 

managers for one or mOl'e of the note <Offerings. These defendants knew that persons purchasing 

these notes wou Id rely on the trustworthiness that would be credited to the Offerlng Memoranda 

because of their involvement. 
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XI. THE PLAINTIFFS' CAUSES OF ACTION 

A. Negllgent Misrepresentation 
221. As against all Defendants except P6yry and the Underwriters, and on behalf of all Class 

Members who acquired Sino's Securities in the seoondary market, the Plaintiffs plead negligent 

misrepresentation for all of the Impugned Documents except the Offering MemGranda. 

222. Labourers and Wong, on behalf of Class Members who purchased Sino Securit.ies in one 

of the distributions to which a Prospectus 1'elateo, plead negligent misrepresentation as against 

Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Dundee, Mel'l'i1.1, 

Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD for the Pl'oSpeotl,.lSeS, 

223. Grant, -on behalf of Class Members who purchased Sino Seourities in one of the 

distributions to which an Offering Memorandum related) pleads negligent misrepresentation as 

against Sino, BDO and B&Y fol' the Offering Memoranda, 

224. In support of tbese claims, the sole misrepresentation that the Plaintiffs plead is the 

Representation, The Representation is contained in the language relating to GAAP 

pal'ticularized above, and was untrue for thel'easons particularized elsewhere herein. 

225. _ The Impugned Documents were prepared for the purpose of attracting investment and 

induoing members of the investing public to purchase Sino securities. The Defendants knew and 

intended at all material times that those documents had been prepared fo!' that purpose, ('lnd that 

the Class Members would rely reasonably and to their detriment upon such documents in making 

the deoision to purchase Sino securities, 

226. The Defendants furthel' knew and intended that the information contained in the 

Impugned Documents would be incorporated Into the price of Sino's publicly tn'\.ded securities 



104 

such that the trading price of those securities would at all times reflect the information contained 

in the Impugned Documents. 

227. As set out elsewhere herein, the Defendants, other than POYl'Y, Credit Suisse USA and 

Bane of America, had a duty at common law to exercise C81'e and diligence to enSLlre that the 

Impugned Documents fairly and accurately disclosed Sino's financial condition and perfol'mance 

in accol'dance with GAAP. 

228. These Defendants breaohed that duty by making the Representation as particularized 

above. 

229. The Plaintiffs and the other Class Membet's directly or indirectly relied upon the 

Representation In making a decision to purchase the secudties of Sino, and suffel!ed damages 

when the falsity of the Representation was revealed on June 2, 2011, 

230. Altel'l1atlvely, the Plaintiffs and the other Class Members relied upon the Representation 

by the aot of purchasing Sino securities in nn efficient market that promptly inoorporated into the 

price of those securities all publioly availabJe material information regarding the securities of 

SinQ, As a reau It, the repeated publlcation of the Representation in these Impugned Documents 

caused the price of Sino's shares to trade at Inflated prices during the Class Period, thus dll'ectly 

resulting In damage to the Plaintiffs and Class Members. 

B. Statutory Claims, Negligence, Oppression, Unjust Enrichment and Conspiracy 

(I) Statutory Llability- "r.,1econdary Market under the Securttles Legislation 

231. The Plaintiffs pJead the claim found in Part XXIII.1 of the GSA, and, if required, the 

equivalent seotlons of the Securities Legislation other than the aSA, against all Defendants 

except the Underwriters, 
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232. Each of the Impugned Documents except for the December 2009 and October 2010 

Offel'ing Memoranda is a HCore Document" within the meaning of the Securities Legislation. 

233. Each of these Impugned Documents contained one or more misrepr.esentatiol1s as 

particularized above. Such misrepresentations and the Representation are misrepresentations for 

the purposes of the Securities Legislation. 

234. Each of the Individual Defendants was an officer and/ot, director of Sino at material 

times. Each of the Individual Defendants authorized) permitted or acquiesced in the release of 

some or all of these Impugned Documents, 

235, Sino is a repolting isstler within the meaning ofthe Securities Legislation. 

236. B&Y is an expert within the meaning of the Securities Legislation. E&Y ·consented to 

the use of its statements partieu larized above in these Impugned Documents. 

237, BDO is an expert within the mea'ning of the Securities Legislation. BDO consented to 

tbe use of its statements partieu ladze above il'l these Impugned Documents. 

238. Pl)yry is an expert within the meaning of the Securities Legislation. Poyry consented to 

the use of its statements particularized above in these Impugned Documents. 

239. At all material times, each of Sino, Chan, Poon and Horsley, BDO and E&Y knew 01', in 

the alternative, was wilfblly blind to the fact, that the Impugned Documents oontained the 

Representation and that the Representation was false) and that the Impugned Doouments 

contained other of the misrepresentations that are alleged above to have been contained therein. 

(it) Statutory Liab ility - Primary Market/or Sino's Shares under the Securities 
Legislation 

240. As against Sino, Chan, HOI·s·ley, Wang, Martin, Mak, Murray, Hyde, P(jyry, BOO, E&Y, 

Dundee, Mcrl'ill, Credit Suisse, Scotia, CIBe) RBC, Maison, Canacoord and TD, and on behalf 
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of those Class Members who purchased Sino shares in one of the distributions to which the June 

2009 01' December 2009 Prospectuses related, Labourers and Wong assert the cause of actIon set 

fOlih in s, 130 of the OSA and, if necessary, theequivaJent provisions of the Sec1.l1'ities 

Legislation other than the DSA, 

241. Sino issued the June 2009 and December 2009 Prospectuses, which contained the 

Representation and the other misrepresentations that are afleged above to have been contained in 

thoseProspeotusea 01' in the Sino disclosUI'e documents incorporated therein by reference, 

(itt) Statutory Ltabifity - Primary Marketfor Sino's Notes under the Securities 
Legtslation 

242. As against Sino j and on behalf of those Class Members who purchased or otherwise 

acquired Sino's notes in one of the offerings to whioh the July 2008, June2009, December 2009, 

and October 2010 Offering MemoTanda related, Grant asserts the cause of action set forth in s, 

130,1 of the OSA and~ if neoessary, the equ lvalent provisions of the Seourities Legislation other 

than the DSA, 

243. Sino issued the July 2008, June 2009, December 2009 and October 2010 Offel'ing 

Memoranda, which oontained the Representation and the other misrepresentations that an~ 

alleged above to have been oontained in those Offering Memoranda or In the Sino disolosure 

documents incorporated tberein by reference. 

(111 Negligence Stmpllct.ter - Primary Marketfor Sino's Securities 

244. Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, BOO, E&Y, Poy!', and 

the Underwriters (co llectivel" the "Primary Market Defendants") aoted negligently in 

oonneotlon with one or more of the Offerings. 

245, As against Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, 

p.{)yry, Dundee, Merrill, Credit Suisse, Sootla~ CIBC, RBe, Malson, Canticcol'd and TD, and. on 
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behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which those Prospectuses related, Labourers and Wong assert negligence simpliciter. 

246. As against Sino, BDO, E&Y, POyry, Credit Suisse USA, Bano of America and TD, and 

on behalf of those Class Members who purohased Sino's Securities in one of the distributions to 

which the Offering Memoranda related, Grant asserts negligence simplicitel" 

247. The Primary Market Defendants owed a duty of care to ensure that the Prospectuses 

and/or the Offering Memoranda they issued, 01' authorized to be Issued, or in respect of whioh 

they acted as an underwriter, initial purchaser or dealer mamtger, made ful1, true and plain 

disc ]osure of aJl material faots l'elatit1g to the Securities offered thereby, or to Cl:jsure that their 

opinlons or reports contained in such Prospeotuses and Offering Memoranda did 110t oontain a 

m isreprescntatio n. 

248, At all times material to the mattei's complained ofhel'ein, the hlmary Market Defendants 

ought to havekl10wll that suoh Prospectuses or Offering Memol'anda and the documents 

incorporated therein by referenoe were materially misleading in that they oontalned the 

Representation and the other misrepresentations particularized above. 

249. Chan, Poon, Horsley, Wang, Martin, Mak, Murray and Hyde were senior officers and/or 

directors at the time the Offerings to whioh the Prospectuses related. These Prospectuses Were 

created for the purposes of obtah~lng financing fo.r Sino's operations. Chan, Horsley, Martin and 

Hyde signed each of the Prospectuses and certified that they made full, true and plain disclosure 

of all mated'll facts relating to the shares offered. Wang, Mak and Murray were directors during 

one or more of these Offerings and each had a statutory obligation to manage or supervise the 

management of the business and affairs of Sino. Poon was a d u'octor for the June 2007 share 

Offering and was president of Sino at the time of the June 2009 and December 2009 Offering. 

114 



108 

Poon, along with Chan. co-founded Sino and has been the president since 1994. He is intimately 

aware of Sino's business and affairs. 

250. The Underwriters acted as underwriters, initial purchasers or dealer managers fo\' the 

Offerings to 'which the Prospectuses and Offering Memoranda related. They had an obligation to 

conduct due dili.gence in respect of those Offerings and ensure that those Securities were offering 

at a price that reflected then' true value 01' that such distributions did not proceed ifinappropriate. 

In addition, Oundee~ Merrill, Credit Suisse, Scotia, CIBC, RBC, Malso.n, CanaccQl'd and TO 

signed one or more of the Prospectuses and certified that to the best of their knowledge, 

infol'matlonand belief, the Prospectuses constituted fu 11, true fmd plain disC) losure of all material 

facts relating to the shares offered. 

251. E&Y and BDO acted as Sino's auditors and had a duty to maintain or to ensure that Sino 

maintained appropriate internal oontrols to -ensure that Sino's disclosure documents adequately 

and fairly presented the business and affairs of Sino on a timely basis. 

252. Poyry had a duty to ensure that its opinions and reports reflected the true nature and value 

of Sino's assets. POYl'Y, at the time it produced each of the 2008 Valuations, 2009 Valliations, 

and 2010 Valuations, specifically consented to the inclusion of those valuations or a summary at 

any time that Sino 01' its s1..1bsidiaries filed any documents on SEOAR or issued any documents 

pursuant to which any seourities 'of Sino or any subsidiary were offered for sale. 

253. The Prh:nary Market Defendants have violated their duties to those Class Members who 

purchased Sino's Securities in the distributions to which a Prospectus 0\' an Offering 

Memorandum related. 
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254, The reasonable standard of care expected In the clrcumstances required the Primary 

Market Defendants to prevent the distributions to which the Pt'OSpocttlses or the Offering 

Memot'anda related f!'om occurring prior to the correction of the Repl'esentation and the other 

misl'epresentations alleged above to have been contained in the Prospectuses or the Offering 

Memoranda! or in the dOGuments inoorporated therein by reference. Those Defendants failed to 

meet the standard of oare required by causing the Offerings to OCCUI' before the correotion of such 

misrepresentations. 

255. In addition! by falling to attend and partIcipate in Sino board and board committee 

meetings to a reasonable degree, Murray and Poon effectively abdlcated their duties to the Class 

Members and as direJctors of Sino, 

256, Sino, E&Y, BDO and the Individual Defendants further breaohed their duty of care as 

they failed to maintain 01' to ensure that Sino maintained appropriate internal contl'ols to ensure 

that Sino '8 disclosure documents adequately and fairly presented the business and affairs of Sino 

011 a timely basis. 

257. Had the Primary Market Defendants exeroised reasonable care and dilige-l1ce in 

conneotion with the distributions to which the Prospectuses related, then securities regl1lators 

likely would not have issued a receipt for any of the Prospectuses, and those distributions would 

110t have occurred, 01' would have occurred at prices that l'eflected the tme val"l!;) of Sino's shares. 

258. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributIons to which the Offering Memoranda related, then those 

distributions wo u Id not have ocouned, 01' wou Id have oocurred at prices that re'Dected the true 

yal~le of Sino's notes. 
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259, The Primary Market Defendants' negligence in relation to the Prospectuses and the 

Offering Memoranda l'esu lted in damage to Labourers, Grant and Wong, and to the other Class 

Members who purchased Sino's SecUI'ities in the related distributions. Had those Defendants 

satis.fied their duty of care to such Class Members, then those Class Members would not have 

purchased the Seourities that they acquired under the Prospectuses or the Offering Memoranda, 

or they would have purchased them at a mtlch lower price that rellected their tnle value, 

(v) Unjust Enrichment a/Chan, Martin, Poon, Horsley, Mak and Murray 

260, As a result of the Representation and the other misrepresentations particularized above, 

Sino's shares traded, and were sold by Chan, Martin, Poon, Horsley, Mak and Murray, at 

al'ti.ficially inflated prices during the Class Period. 

261. Chan, Martin, Poon, Horsley, Mak and Murray were enriched by their Wl'ongfu I acts and 

omissions dur·ing the Class Period, and the Class Members who purchased Sino shares from such 

Defendants suffered a cOITesponding deprivation. 

262. There was no juristic l'eason fol' the resulting enrichment of Chan~ Martin, Poon, HOJ'sley, 

Mak and Murray, 

2.63, The Class Members who purchased Sino shares from Chan, Martin, Poo.n, Horsley, Mak 

and Murray during the Class Period are entitled to the difference between the pl'ice they paid to 

such Defendants fol' such shares, and the pdce that they would have paid had the Defendants not 

made the Representation and the other misrepresentations particu larized above, and had not 

co 111 III itted the wrongf-u I acts and omissions pal'ticu lal'ized above. 
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(vi) Unjust Enr.ichment of Sino 

264, Throughout the Class Period, Sino made the Offerings, Such Offerings were made via 

various documents, particularized above, that contained the Repl'esentation and the 

misrep,·esentatlo.ns pal'tiou larized above. 

265, The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result ofthe Representation and the others misrepresentations particu:larized above, 

266. Sino was enriched by, and those Class Members who purchased the Securities via the 

Offerings were deprived of, an amount equivalent to the difference between the amount for 

whioh the Securities offered were actually so Id, and the amount for which such securities would 

have been sold had the Offerings not included the Representation and the misrepresentations 

partioularized above. 

267. The Offerings violated Sino!s disclosl..]I'e obligations under the Securities Legislation and 

the various instruments pronullgated by the seoudties regulators of the Provinces in whic.h such 

Offerings were made, There was no juristic reason for the enrichment of Sino. 

(vI) Unjust Enrichment of the Underwriters 

268. Throughout the Class Period, Sino made {he Offerings, Such Offerings were made via 

the Prospectuses and the Offering Memoranda, whJch contained the Representation and the other 

misrepresentations pal'tictdarized above, Each of the Underwritel's underwrote one or more of 

the Offerings. 

269. The Securities sold by Sino via the Offerings were sold at artlflc.ially inflated prices as a 

result of the Representation and the other misrepresentations particularized above. The 

Underwriters earned fees from the Class, whether directly or ind irectly, fo\' work that they never 
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performed, or tbat they performed with gross negligence, in connection with the Offerings, or 

some of them, 

270. The Underwriters were enriched by! and those Class Members who purchased securities 

via the Offerings were depl'ived of, an amount equivalent to the fees the Underwriters earned in 

connection with the Offerings. 

271. The Offerings violated Sino's disclosure obligations undet' the Securities Legislation and 

the varioLls instl'uments pl'omulgated by the seourities regu lators of the Provinoes in whioh such 

Offerings were made. There was no juristic reason for the enrichment of the Underwriters. 

272. In addition, some Grall of the Underwriters also acted as brokers in secondary market 

transactions relating to 8ino seourities, and earned trading oommissions £l'om the Class Members 

in those secondary market transactions in Sino)s Securities, Those Underwriters were enriohed 

by, and those Class Members who purChased Sino seourities through those Underwriters in their 

oapacityas brokers were deprived of) an amount equivalent to the oommissions the Underwriters 

earned on suoh secondary market trades. 

273. Had those Underwriters who aJso acted as brokers in seoondary market transactions 

exercised l'tlasonuble diligence .in connection with the Offerings in whioh they acted as 

Underwriters, then Sino's securities likely would not have traded at all in the seoondary market, 

and the Underwriters would not have been paid the aforesaid trading commissions by the Class 

Membtws. There was no juristic !'eason for that enrichment of those UnderwL'iters through theil' 

receipt oftl'ading commissions from the Class Members. 

(vii) Oppression 

274. The Plaintiffs and the other Class Members had a reasonable and legitimate expectation 

that Sino and the Individual Defendants would use theu" powers to direct the company for Sino's 
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best interests and, in turn, in the interests of Its seoul'ity holders, More speoifioally, the Plaintiffs 

and the other Class Members had a reasonable expectation that: 

(a) Sino and the Individual Defendants would comply with GAAP, and/or cause Sino 

to oomply with GAAP; 

(b) S ina and the Individual Defendants would take reasonable steps to ensure that the 

Class Members were made aware on a timely basis of material developments In 

Sino's business and affairs; 

(0) Sil10 and the Individual Defendants would implement adequate corporate 

governance procedures and internal oontrols to ensure that Sino disclosed material 

facts and material changes in the company's business and affairs on a timely 

basis; 

(d) Sino and the Individual Defendants would not make the misrepresent€ltions 

particularized above; 

(e) Sino stock options would not be backdated or otherwise mlspriced; and 

(f) the Individual Defendants would adhel'e to the Code, 

275, Stich l'easonableexpectations were not met as: 

(a) Sino did not comply with GAAPj 

(b) the Class Members were not made aware on a timely basis of material 

developments in Sino's business and affairs; 

(c) Sino's corporate governance procedures and internal controls were inadequate; 

(d) the misrepresentEltions particularized above wet'e made; 

(e) stock options wet'e backdated and/or otherwise mispriced; and 

(f) the IndividuElI Defendants did not adhere to the Code, 
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276. Sino's and the Individual Defendants' conduct was oppressive and unfairly prejudicial to 

the Plaintiffs and the other Class Members and unfairly disregarded theh' interests, These 

defendants were charged with the operation of Sino fbI' the benefit of all of its shareholders. 

The value of the shareholders' investments was based on, among other things: 

(a) the profitability of Sino; 

(b) the integri~y of Sino's management and its ability to run the company in the 

interests of all shareholders; 

(0) Sino's campI iance with its d isc!ostll'e obligations; 

(d) Sino's ongoing representation that Its corporate governance procedures l11et with 

reasonable standards, and that (he bl.tsiness of the company was SUbjected to 

reasonable sorutiny; and 

(0) Sino's ongoing representation i:hat its affa'irs and financial repoliing were being 

conduoted in acoordance with GAM, 

277, This oppressive conduct impaired the ability of the Plaintiffs and other Class Members to 

make informed investment decisions about Sino's securities. But for that conduct, the Plaintiffs 

and the other Class Members wO-uld not have suffered the damages alleged herein. 

(vtti) Conspir.acy 

278, Sino, Chan, Poon and Horsley conspired with each other and with persons unknown 

(collectively, the "Conspirators") to inflate the price of Sino's securities. Ouring the Class 

Period, the Conspirators unlawfully, malle-iollsly and lacking bona fides, agreed together to, 

among other things, make the Repl'esentation and othel' misrepresentations particu 1arized above, 

and to Pl'oilt fl'om such misrepresentations by, among other things, issuing stock options in 

respect of which the strike price was impermissibly low, 
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279, The ConspIrators' predominant purposes in so conspiring were to: 

ea) inflate the price of Sino's securities, or alternatively, maintain an artlficla Ily high 

trading price for Sino's securities; 

(b) artificially lncl'ease the value of the securities they held; and 

(c) inflate the portion of their compensation that was dependent in who Ie or in part 

upon the pel'formance of S ina and its securities. 

280. In fil1'therance of the consplracy, the following are some, but not all, of the acts carried 

out or caused to be calTied out by the Conspirators: 

(a) they agreed to, and did, make the Representation, whlch they knew was false; 

(b) theyagl'eed to, and did, make the other miSl'epl'esentations particularized above, 

which they knew were false; 

(0) they caused Sino to issue the Impugned Doouments which they knew to be 

materially misleading; 

(d) as alleged more particularly below, they caused to be iss-ued stock options in 

respeot ofwhioh the stl'Ure pl'ice was impermissibly low; and 

(e) they authorized the sale of securities pursuant to Prospeotuses and Offering 

Memoranda that they knew to be materially false and misleading. 

281. Stock options are a form of oompensation used by oompanies to incentivize the 

performance of direotors, officers and employees, Options are granted on a certain date (the 

'grant date') at a certain price (the 'exercise' or 'strike' price). At some point in the futuI'e, 

typically fo lIowing a vesting perlod, an options-ho IdeI' may, by paying the strike price, exeroise 

the option and convert the option into a share In the oompany, The optlon"holder will make 

money as long as the option's strlke price IS lower than the market price of the security at the 
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moment that the option is exercised. This enhances the incentive of the option recipient to work 

to raise the stock price of the company. 

282. There are three types of option grants: 

(a) lin-the-monei grants are options granted where the strike price is lower than the 

market price of the seourity on the date of the grant; stich options are not 

permissible under the TSX Rules and have been prohibited by the TSX Rules at 

all materia 1 times; 

(b) (at-the-money' grants are options granted where the strike price is equal to the 

market price of the security on the date of the grant or the closing prioe the day 

prior to the grant; and 

(c) (out-of-the-money' grants are options granted where the strike prioe is higher than 

the market price '0 f the security on the date of the grant. 

283. Both at-the-money and out-of-the-money options are permissible under the TSX Rules 

and have been at all material times. 

284. The purpose. of beth at-the-money and out-of-the-money options is to create inoentives 

for option recipients to work to raise the share price of the company. Such options have limited 

value at the time of the grant, because they entitle the recipient to acquire the company's shares 

at 01' abeve the pl'ice at which the "ecipient could acquire the company's shares in the open 

market. Options that are in-the-money, however, have substantial value at the time of the grant 

irrespective of whether the company's stock price rises subseqllent to the grant date. 

285. At all material times, the Sino Option Plan (the "Plan") prohibited in-the-money options. 

286. The Conspirators backdated £Indio,' otherwise mispriced Sino stock options, or caused the 

backdating and/or mispricing of Sino stock options, in violation of, inter alia: (a) the GSA and the 

rules and regulations premulgated thereunder; (b) the Plan; (c) GAAP; (d) the Code; (e) the TSX 
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:Rules; and (D the Conspirators' statutory, common law and contractual fiduciary duties and 

duties of care to Sino and its shareholders, including the Class Members, 

287, The Sino stock options that were backdated or otherwise mispriced included those issued 

on June 26, 1996 to Chan, January 21, 2005 to Horsley, September 14, 2005 to Horsley, June 4, 

2007 to Horsley and Chan, August 21 ~ 2007 to Sino insiders other than the Conspirators, 

November 23, 2007 to George Ho and other Sino ins/del's, and March 31, 2009 to Si.no insiders 

other than the Conspirators. 

288. The graph below shows the average stock vrice retUI11S for fifteen trading days prior and 

subsequent to the dates as of which Sino priced Its stock options to its insiders. As appears 

therefrom, on average the dates as of which Sino's slock options were pl'ioed were preoeded by a 

substantial deollne in Sino's stock price, and were followed by.a dramatio increase in Sino's 

stock price, This pattern could not p.lauslbly be the result of chance. 
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289. The oonspiraoy was unlawful. because the Conspirators knowingly and intentionally 

oommitted the foregoing acts when they knew such conduct was in violation of! tnter alia, the 

GSA, the Securities Legislation other than the GSA, the Code, the rules and requirements of the 

TSX (the "TSX Rules") and the CBCA. The Conspil'ators intended to, and did, harm the Class 

by ctl\:lsing artificial inflation in the price of Sino's securities. 

290. The Conspirators directed the conspiracy toward the Plaintiffs and the other Class 

Members. The Conspirators knew in the circumstances that the conspiracy would, and did, 

oause loss to the Plaintiffs and the other Class Members. The Plaintiffs and the Class Members 

suffered damages when the falsity of the Representation and other misrepresentations were 

revealed on June 2, 2011. 

XII. THE RELATIONSHIP BETWEEN SINO'S DISCLOSURES 
AND THE l'RICE OF SINO'S SECURITIES 

291. The price of Sino's seourlties was directly affected during the Class Period by the 

issuance of the Impugned Doouments, The Defendants were aware at all material times of the 

effeot of Sino's disclosure documents upon the price of its SiAO'S securities. 

292. The Imp~lgned Documents were filed, among other plaoes, with SEDAR and the TSX, 

and thereby became immediately availa.ble to, and were reproduced for inspection by, the Class 

Members, other members of the investing public, financial analysts and the finanoial press, 

293. Sino routinely transmitted the documents referred to above to the financial press, 

financial analysts and certain prospective and actual holders of Sino securities. Sino provided 

either copies of the above referenced documents or links thereto on its website. 
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294. Sino regularly communicated with the' publlc investors and financial analysts via 

established market communication mechanisms, including tJU'ough regular disseminations of 

their disolosure documents, lnoluding press releases on newswu'c services in Canada, the United 

States and elsewhere. Bach time Sino communicated that new material information about Sino 

finanoial results to the public the price of Sino seourities was directly affected. 

295. Sino was the subject of analysts' reports that incorporated certain of the material 

information contained in the Impugned Documentsl with the effect that any recommendations to 

purohase Sino secul'ities in such reports during the Class Period were based, in who Ie or in pal't, 

upon that information. 

296. Sino's securities were and are traded, among other p.laces, on the TSX, which is an 

effioient and automated market. The price at which Sino's securities traded 'Promptly 

incorporated material informatlon from Sino's disclosure documents about Sino's business and 

affairs, including the Representation, which was disseminated to the publlo through the 

documents referred to above and distributed by Slno, as well as by athel' means. 

XIII. VICARIOUS LIABILITY 

A. Sino and the Individual Defendants 

297. Sino is vicariously liable for the acts and omissions of the Indlvidmd Defendants 

particuladzed in this Claim. 

298. The acts OJ' omissions particularized and alleged in this Claim to have been done by 'Sino 

were authorized, ordered and done by the Individual Defendants and other agents, employees 

and representatives of Sino, while engaged in the management, direction, control and transaction 

·ofthe business and affairs orSino. Such acts and omissions are, therefore l not only the acts and 

omissions of the IndividuaJ Defendants, but are also the acts and omissions of Sino. 
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299, At all material times, the Individual Defendants were officel's andior directors of Sino, 

As their acts and omissions are independently tortious, they are personally HabJe for same to the 

Plaintiffs and the othel' Class Members, 

B. E&Y 

300. E&Y is vicariously liable for the acts and omissions of each of its offioers, directors, 

partners, agents and employees as set out above, 

301, The aots or omissions partioularized and alleged in this Claim to have been done by E&Y 

were authorized, ordered and done by its offioers, directors, partners, agents and employees, 

while engaged in the management, direction, oontrol and transaotion of the business and affairs 

of E&Y, Such acts and omissions ~U'e, therefore, not only the aots and omissions of those 

pel'sons, but are also the aots and omissions ofE&Y. 

C. BDO 

302, BDO is vicariously liable fo!' the acts and omissions of each of its officers, directors! 

partners, agents and employees as set out above, 

303, The acts or omissions particularized and alleged in this Clainl to have been done by BPO 

wel'e authorized, ordel'ed and done by its officers, directors, partners, agents ilnd employees, 

while engaged ill the management, direction, control and transaction of the business and affairs 

of BDO, Such acts and omissions are, therefore, not only the aots and omissions of those 

persons! but are also the acts and omissions ofBDO. 

D. PtJYIY 

304. Pl\yry is vioariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 
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305. The acts 01' omissions particularized and alleged in this Claim to have been done by 

Ptlyry were 811thorlzed, ordered and done by its Q'fficel's, directors, partners, agents and 

employees, while engaged in the management, direction, control and transaction of the business 

and affairs ofPoyry. Such acts and omissions are, therefore, not only the acts and omissions of 

those pel'sons, but are also the acts and omissions of P6yl'y. 

E. The Underwriters 

J06. The Underwriters are vicariously liable fo.r the acts and omissions of each of their 

respective officers, directors,paltners, agents and employees as set Ollt above. 

307, The acts or omissions particularized and alleged in this Claim to have been done by the 

Underwriters were authorized, ordered and done by each of their respective offioers, d trectors, 

partners,agents and employees, while engaged in the management, diroction, control and 

transaction of the business and affairs stich Underwriters. Such acts and omissions. are, 

thel'efore~ not ol'lly the acts and omissions of those persons, but are also the acts and omissiol1s of 

the respective U nderwr iters. 

XIV. REAL AND SUBSTANTIAL CONNECTION WITH ONTARlO 

308, The Plaintiffs pleaG! that this action has a real and substantial connection with Ontario 

because, among other thing: 

(a) Sino isa reporting issuer in Ontado; 

(b) S ina's shares trade on the TSX which is located in Toronto, Ontario; 

(0) Sino's ['egistel'ed office and principal business office Is In MississRuga, 011tario~ 

(d) the Sino disclosure doouments referred to herein were disseminated in and fi'om 

Ontario; 

(e) a substantial proportion of the Class Members reside in Ontario; 
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(f) Sino carrles on business in Ontario; and 

(g) a substantial portion of tho damages sustained by the Class were sustained by 

persons and entities domiciled in Ontario. 

XV. SERVICE OUTSIDE OF ONTARIO 

309. The Plaintiffs may serve the Notice of Action and Statement of Claim outside of Ontario 

without leave in Mcol'danoe with rule 17.02 of the Rules.ofCivil Prooedure, because this claim 

is: 

(a) a claim in l'espeot ofpel'sonal property in Ontario (para 17.02(a)); 

(b) a claim in respect of damage sustained in Ontario (para 17.02(h); 

(0) a claim authorized by statute to be made against a person outside of Ontario by a 

proceeding in Ontario (para 17.02(n); and 

(d) a claim against a person outside of Ontario who is a necessary or proper party to a 

proceeding pl'Operly brought against another person served in Ontario (para 

17.02(0»); and 

(e) a claim against a person ordinarily resident or cUlTying on business in Ontario 

(para 17. 02(p). 

XVI. RELEVANT LEGISLATION, PLACE OF TRIAL, JURY TRIAL AND 
HEADINGS 

310. The PlaintIffs pJead and rely on the CJA, the CPA, the Securities Legislation and CECA, 

all as amended, 

31 J, The Plaintiffs propose that this action be tried in the City of Toronto, in the Provinoe of 

Ontario, as a pl'ooeed ing under the CPA. 
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The Plaintiffs will serve ajury notice. 

313. The headings contained in this Statement of Claim ate for convenienc.e only. This 

Statement of Claim is intended to be read as an integrated whole, and not as a series of unrel ated 

components. 
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THIS IS EXHIBIT "B" TO 

THE AFFIDAVIT OF ELIZABETH FIMIO 

SWORN JUNE 8, 2012 

4v= 
A Commissioner, etc. 
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) CANADA 
PROVINCE OF QUEBEC 
DISTRICT OF QUEBEC 
NO: 200-06-000132-111 

(Class Action) 
SUPERIOR COURT 

GUINING LIU, residing 
Monkland Ave, Unit 103, 
Quebec, H4B 2N4, 

Petitioner; 

v, 

at 6580 
Montreal, 

SINO-FOREST CORPORATION, legal 
person established pursuant to the Canada 
Business Corporations Act, having its head 
office at 1208-90 Burnhal11thorpe Rd W, 
Mlsslssauga, Ontario, L5B 3C3 i 

and 

ERNST & YOUNG LLP,.Iegal person 
having Its head office at 222 Bay street, 
Toronto, Ontario, M5K 1J7.i 

and 

ALLEN T.Y. CHAN, Sino-Fbrest 
Corporation, 1208-90 Burnhal11thorpe Rd 
W, Mississauga, Ontario, L5B 3C3 i 

and 

W. JUDSON MARTIN, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mlsslssauga, Ontario, L5B 3C3 i 

and 

KAX KIT POON, Sino-Forest Corporation, 
1208'90 Burnhamthorpe Rd W, 
Mississauga, Ontario, L5B 3C3 ; 

and 

DAVID J. HORSLEY, SinD-Forest 
Corporation, 1208-90 Burnhal11thorpe Rd 
W, Mississauga, Ontario, L5B 3C3 i 

and 
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SISKINDS, DESMEUlESI11~,t!j! 

WILLIAM E. ARDELL, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mississauga, ontario, L58 3C3 ; 

and 

JAMES P. BOWLAND, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Misslssauga, Ontario, L5B 3C3 ; 

and 

JAMES M.E. HYDE, SIno-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mississauga, Ontario, L5B 3C3 i 

and 

EDMUND MAK, SIno-Forest Corporation, 
1208-90 Burnhamthorpe Rd W, 
Mississauga, Ontario, LSB 3C3 i 

and 

SIMON MURRAY, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mississauga, Ontario, L5B 3C3 ; 
and 

PETER WANG, Sino-Forest Corporation, 
1208-90 Burnhamthorpe Rd W, 
Mississauga, Ontario, L5B 3C3 ; 

and 

GARRY J. WEST, SIno-Forest 
Corporation, 1208-90 8urnhamthorpe Rd 
W, Misslssauga, Ontario, L5B 3C3 ; 

and 

POYRY (BEIJING) CONSULTING 
COMPANY LIMITED, legal person 
hoving its head office at 2208-2210 Cloud 
9 Ploza, No. 1118 West Yan'an Road, 
Shanghai 2000S2, PR China i 

Defendants; 
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MOTION TO AUTHORIZE THE BRINGING OF A CLASS ACTION AND TO OBTAIN THE 
STATUS OF REPRESENTATIVE 

(Article 1002 C.C.P. and following) 

TO ONE OF THE HONOURABLE JUSTICES OF THE QUEBEC SUPERIOR COURT, 
SITTING IN AND FOR THe DISTRICT OF QUEBECr YOUR PETITIONER STATES AS 
FOLLOWS: 

General presentation 

1. The Petitioner wishes to Institute a class action on behalf of the following group, 

of which he Is a member (the "Group"): 

"All persons or entities domiciled in Quebec (other than the Defendants, 

their past and present subsidiaries, affiliatesr officersrdirectors, senior 

employees, paltners, legal representatlvesr helrsr predecessors, 

successors and assigns, and any Individual who is an Immediate member 

of the families of the individual named defendants) who purchased or 

otllerwlse acquired, whether In the secondary marketr Dr under a 

prospectus or other offering document in the primary marketr equity, 

debt or other securities of or relating to Sino·Forest Corporatio.n, from 

and Including August 12, 2008 to and Including June 2, 2011 (the "Class 

Pel·lod'~." 

0" such other group definition as may be approved by the Court. 

2. Sino-Forest Corporation (along with Its subsidiaries, "Sino'~ is a public company 

and Its shares were listed for trading at all material times on the Toronto stock 

SISKINOS,DESMEum/11IW! 
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Exchange (the "TSX") under the ticker symbol "TRE/' on the Berlin exchange as 

"SF] GR," on the OTe market In the United States as "SNOFF" and on the 

Tradegate market as "SF] TH." 

3. At all material times, Sino purported to be a legitimate enterprise operating as a 

commercial forest plantation operator in the People's Republic of China ("PRC'~. 

At all material times, Sino overstated the nature of its forestry operations and 

misrepresented the fact that its financial reporting had complied with Canadian 

GMP, when In fact It had not done so. 

4. The relief that the Petitioner seeks Includes the following: 

a) damages In an amount equal to the losses that It and the othel" 

Members of the Group suffered as a result of purohasing or acqu'lring 

the securities of Sino at Inflated prices during the Class Period; 

b) a declaration that every prospectus, management's discussion and 

analysis, annual Information form, Information circular, annual 

financial statement, interim financial report, Forln 52"1D9F2 and Form 

52-109Fl Issued by Sino-Forest Corporation after August 12, 2008 

(the "Impugned Documents'~ contained Dne or more 

misrepresentations; 

c) a declaration that Sino-Forest Corporation Is vicariously liable for the 

acts and/or omissions of Allen T.Y. Chan, W. Judson Meetin, Kal Kit 

Poon, David J. Horsley, William E. Ardell, James P. Bowland, James 

M.E. Hyde, Edmund Mak, Simon Murray, Peter Wang, Garry J. West 

SISKINDS, DESMEUlES/IW!H 
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( 
(the "[ndlvldual Defendants'~,and of its other officers, directors and 

employeesi 

d) a declaration that Ernst and Young LLP Is vicariously liable for the acts 

and/or omissions of each of Its officers, directors, partners and 

ernployeesiand 

e) a declaration that PiiylY (8eljlng) Consulting company limited Is 

vicariously liable for the acts and/or omissions of each of Its officers, 

directors and employees. 

The Petitioner 

5. The Petitioner is one of thousands of Investors who purchased shares of Sino 

during the Class Period and 'continued to hold shares of Sino when the price of 

Sino's securities declined due to the correction of the misrepresentations alleged 

herein. 

6. During the Class Period, the Petitioner made net purchases of 1,000 Sino shares 

over the TSX. [Particulars of the Petitioner's Class Perrod transactions 

are attached hereto as P·l]. 

The Defendants 

7. The defendant Sino purports to be a commercial forest plantation operator In the PRC. 

Sino is a corporiltlon formed under the Canada Business COlporatfons Act, RSC 1985t c 

C-44 (the "CBCN~. 

SISKINDS,OESMEULEslmMlI 
Page 5 

137 



8. At the material times, Sino was a reporting Issuer In all provinces of Canada, ilnd had its 

registered office located In Mississauga, Ontario. At the material times, Sino's shares 

were listed for trading on the TSX under the ticker symbol "TRE," on the Berlin 

exchilnge as "SF] GR/' on the OTC market in the United States as "SNOFF" and on the 

Tradegate market as "SFJ TH." Sino securities are also listed on alternative trading 

systems in Canada and elsewhere including, without limitation, AlphaToronto and 

PureTradlng. Sino also has various debt Instruments, derivatives and other securities 

which are publicly traded In Canada and elsewhere. 

9. The defendants Allen T.Y. Chan, W. Judson Martin, Kai Kit Poon, David J. Horsley, 

William E. Ardell, James P. Bowland, James M.E. Hyde, Edmund Mak, Simon MurrilY, 

Peter Wang ilnd Garry J. West (the "D&Os'') are officers and/or directors of Sino, Each 

of them are directors and/or officers of Sino within the meaning of the Securities Act, 

RSQ c V-1.1 (the "Securities Ace'). 

10. The defendant Ernst & Young LLP (,'E&Y") is Sino's auditor. E&Y is an expert of Sino 

within the meaning of the Securities Act. 

11. The defendant P5yry (Beijing) Consulting Company Limited ('\p5yry'~ Is an international 

forestlY consulting firm. Poyry Is an expert of Sino within the meaning of the Securities 

Act 

Sino's Continuous Disclosure Obligations 

12. As a reporting Issuer In Quebec, Sino was required throughout the Class Period 

to Issue and file with SEDAR: 

SISKlr~DS, DESMtulESIIW!n 
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• within 60 days of the end of each quarter, quarterly Interim financial 

statements prepared In accordance with GAAP Including a comparative 

statement to the end of each of the corresponding periods ,In the previous 

financial year; 

• within 140 days of the end of the fiscal year, annual financial statements 

prepared In accordance with GAAP, Including comparative flnanci,,1 

statements relating to the period covered by the preceding financial year; 

and 

• contemporaneously with each of the above, management's discussion 

and analysis of each of the above financial statements. 

13. The Defendants issued the disclosure documents referenced herein pursuant to 

their statutory obligation to do so, and also for the specific purpose of attracting 

investment In Sino's securities, and InduCing members of the public to purchase 

those securities. 

The Defendants' Misrepresentations 

14. Throughout the Class Period, Sino falsely purported to be a legitimate enterprise 

operating as a commercial forest plantation operator In the PRC. As part of Its 

obligations as a reporting issuer in Quebec (and elsewhere), Sino Issued the 

Impugned Documents. In those documents, Sino made statements concerning 

the nature of its buSiness, its revenues, profitability, future prospects and 

compliance with the laws of the PRe and of Canada, Implicitly and explicitly and 

through documents Incorporated by reference. 

Page 7 
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15. In fact, such sMements were materially false and/or misleading. During the 

Class Period, Sino overstated Its forestry assets, misrepresented its revenue 

recognition practices, falsely maintained that Its financial statements comp.lled 

with Canadian GMP and Issued materially misleading statements regarding 

Chinese law and Sino's compliance therewith, among other misrepresentations. 

16. On June 2, 2011, however, the truth was at least partially revealed. As a result, 

the market value of Sino's securities fell dramatically, and the market value for 

Sino's shares In particular fell by In excess of 70% on. extraordinarily heavy 

trading volume. Trading of Sino common shares was halted on the TSX after a 

decline In excess of 24% on June 2. When trading resumed on the TSX on June 

3, Sino shores fell In excess of a further 63%, for a two-day drop in excess of 

nearly 73%. 

The Defendants' t:ault 

The Defendants Owed Duties to the Members of the Group 

17. The Defendants owed a duty to the Petitioner and to persons and entities 

similarly situated, at law and under provisions of the Securities Act{chapter V· 

1.1), to disseminate promptly, or to ensul'e that prompt dissemin<1tlon of truthful, 

complete and accurate statements regarding Sino's business and affairs, and 

promptly to correct previously-issued, materially Inaccurate information, so til at 

the price of Sino's publicly-traded securities was based on complete, accurate 

and truthful Information. 

18. At all times material to the matters complained of herein, each ofthe Defendants 

knew or ought reasonably to have known that the trading price of Sino's publicly 
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traded securities was directly Influenced by the statements disseminated by the 

Defendants concerning the business and affairs of Sino, 

19, As such, the Defendants knew or ought reasonably to have known that a failure 

to ensure that Sino's disclosures referenced herein were materially accurate and 

materially complete would cause Sino's securities to become inflated, and thus 

would cause damage to persons who Invested In Sino's securities while their 

price remained Inflated by such false statements. 

The Defendants Violated their Duties 

20. CElrtain statements made by Sino and the D&Os In the Impugned Documents 

were materially false ancj/or misleading. The Petitioner and the Members of the 

Group relied on such statements directly or Indirectly or via the Instrumentality of 

the markets on which Sino securities traded. When the truth was revealed and 

trLle value of Sino's securities became clear, the Petitioner and the Members of 

the Group were Injured thereby. The Petitioner and the Group plead negligent 

mIsrepresentation as against Sino and the D&Os. 

21. SIno's internal controls, which were designed and/or maintained by the D&Os, 

were Inadequate or Ignored. The D&Os owed a duty of care to the Petitioner 

and the Members of the Group to properly design and/or maintain such internal 

controls. The Petitionsl" and the Group plead negligence .as against the D&Os In 

connection themto, 

22. E&Y made statements In certain of the Impugned Documents that were 

continuous dIsclosure documents that the audited financial statements contained 

or Incorporated by reference therein "present faldy, and in all material respects, 
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the financial position of [Sino] [ ... J and the results of Its operations and cash 

flows [ ... ] In accordance with Canadian generally accepted accounting principles" 

(or similar language). Such statements were materially false and/or misleading, 

and E&Y lacked a reasonable basis to make such statements when E&Y made 

them. E&Y knowingly prepared Its reports for use by Sino's security holders and 

prospective security holders. The Petitioner and the Group relied on such 

statements directly or Indirectly or via the Instrumentality of the markets on 

which Sino securities traded. When the truth was revealed and the true value of 

Sino's securities became ciear, the Petitioner and the Group were injured 

thereby. In respect of Sino's continuous disClosure document.s, the Petitioner 

and the Group plead negligence and negligent misrepresentation as against E&Y, 

23. E&Y made statements In those of the tmpugned Documents that ·are 

prospectuses that the Sino flnandal statements contained or incorporated by 

reference therein "complied with Canadian generally accepted standards for an 

auditor's Involvement w'lth offering documents" (or similar language), Such 

statements were materially false and/or misleading, and E&Y lacked" reasonable 

basis to make such statements when E&Y made them. E&Y knoWingly prepared 

its reports for use by Sino's security holders and prospective secul"ity holders. 

The Petitioner and the Group relied on such statements directly or indirectly or 

via the Instrumentality of the markets on which Sino securities traded. When the 

tl"uth was revealed and true value of Sino's securities became ciear, the 

Petitioner and the Group were Injured thereby. The Petitioner and the Group 

plead negligence and negligent misrepresentation as against E&Y In respect of 

Sino's Class Period prospectuses. 
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24, Poyry made statements regarding the nature of Sino's operations In reports 

dated on or about May 31, 2011, May 27, 2011, April 23, 2010 and April 2, 2009. 

Such statements Were materially false and/or misleading, and PilYIY Jacked a 

reasonable basis to make such statements when Poyry made such statements. 

Poyry knowingly prepared Its reports for use by Sino's security holders and 

prospective security holders. The Petitioner and the Members of the Group 

relied on such statements directly or Indirectly or via the instrumentality of the 

markets on which Sino securities troded. When the truth was revealed and true 

value of Sino's securities became ciear, the Petitioner ,md the Members of the 

Group were injured thereby. The Petitioner and the Members of the Group plead 

negligence and negligent misrepresentation as against Pilyry. 

25 .. At all times material to the matters complained of hereln{ each of the Defendants 

ought to have known that SinD's disclosure documents described herein were 

materially misleading as detailed above. Accordingly, the Defendants have 

violated their duties to the Petitioner and to persons or entities similarly situated. 

26. The reasDnable standard of care expected in the circumstances required the 

Defendants tD act fairly, reasonably, hDnestly, candidly and In the best Interests 

of the PetltiDner and the other Members Df the Group. 

27. The Defendants failed to meet the standard of care required by Issuing SinD'S 

disclosure documents during the relevant period, which were materially false 

and/or misleading as described above. 

28. The negligence of the Defendants resulted In the damage to the Petitioner and 

Members of the Group as pleaded. 

SJSKINDS, O~SMWlESIIWll! 
Page 11 

143 



(' 
The Relationship Between Sino's Disclosures and the Price of Sino's Securities 

29. The price of Sino's securitIes was dIrectly affected during the Class Period by the 

issuanae of the disclosure documents described herein. The Defendants were 

aware at all material times of the effect of Sino's disclosures upon the price of its 

Sino's securities. 

30. The disclosure documents referenced above Were fIIedl among other places, with 

SEDAR and the TSX and thereby became Immediately available to, and were 

reproduced for Inspection bYI the:Members of the Group, other members of the 

investing public, financial analysts and the financial press. 

31. Sino routinely transmitted the documents referred to above to the financial 

press, financial analysts and certain prospective and actual holders of Sino's 

securities. Sino provided either copies of the above referenced documents or 

links thereto on its website. 

32. Sino regLllarly communicated with the public investors and financial analysts via 

established market communication mechanisms, Including tllrough regular 

disseminations of press releases on newswire services in Canada, the United 

States and elsewhere. The price of Sino's securities was directly affected each 

time SINO communicated new material 'information about Sino's financial results 

to the public. 

33. Sino was the subject of analysts' reports that Incorporated material information 

contained In the dlsciosuredocuments referred to above, with the effect that any 

recommendations 'In such reports during the Class Period were based, In whole 

or In part,upon that Information. 
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34, Sino's securities were and are traded on efficient and automated markets. The 

price at which Sino's securities traded promptly Incorporated material information 

about Sino's business and affairs, Including the omissions and/or 

misrepresentations described herein, which were disseminated to the public 

through the documents referred to above and distributed by Sino, as well as by 

other means. 

Statutory Liability for Misrepresentations - Secondary Market 

35. Each of the Impugned Documents Is a "Core Document" within the meaning of 

the SecurltlesAct. 

36. Each of the Impugned Documents contained one or more misrepresentations. 

37. Each of the D&Os was an officer and/or director of Sino at all material times. 

Each of the D&Os authorized, permitted or acquiesced In the release of some or 

all of the Impugned Documents. 

38. Sino Is a reporting Issuer within the meaning of the SeC'IJr!tles Act. 

39. P6yry Is an expert within the meaning of the SecurItIes Act. 

40. E&Yls an expert within the meaning of the Securities Act 

41. The Petitioner and the Group assert the causes of action set forth in Title VIII, 

Chapter II, DIVision II of the Securities Act as against Sino, Poyry, the D&Os and 

E&Yand will seek leave, If and as required, in connection therewith. 
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Statutory liability for Misrepresentations - Primary Market 

42. Sino issued prospectuses on December 11, 2DD9 and June 1, 2009 (the 

·"Prospectuses," both of which are Impugned Documents). 

43. The defendants E&Y, Chan, Horsley, Martin and Hyde signed the Prospectuses. 

44. The Prospectuses contained one or more misrepresentations within the meaning 

of the Securities Act. 

45. The Petitioner and the Group plead the cause of action found In Title VIII, 

Chapter II, Division I of the Securities Aetas against all Defendants. 

Vicarious Liability of Sino 

46. Sino is vicariously liable for the aots and omissions of the Individual Defendants 

particularized In this Claim. 

47. The acts or omissions particularized and alleged herein to have been done by 

Sino were authorized, ordered and done by the Defendants and other agents, 

employees and representatives of Sino, while engaged In the management, 

direct/on, control transaction of the business and affairs of Sino.. Such acts and 

omissions are, therefore, not only the acts and omissions of the Individual 

Defendants, but are also the acts and omissions of Sino. 

Damages 

48. As a result ·of the acts and omissions described above, the Petitioner and the 

other Members of the Group were Induced to over-pay substantially for Sino's 
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49. 

securities, Such persons and entities have suffered damages equivalent to the 

loss In market value that occurred when Sino corrected the Misrepresentations. 
o 

The Petitioner and ather Members of the Group are also entitled to recover, as 

damages or costs, the costs of administering the plan to distribute the recovery 

In this action, 

Conditions requIred to institute a class action 

50, The composition of the Group mal<es the application of article 59 Dr 67 C,C,p, 

impracticable for the following reasons: 

• The number of persons included in the group.ls estimated to be several 

thousand; 

• The names and addresses of persons included in the group are not 

known to the Petitioner (but are likely to be known to Defendants); 

• All the facts alleged In the preceding paragraphs make the application of 

articles 59 or 67 c.c.P. Impossible. 

51. The claims of the Members of the Group raise identical, similar or related 

questions of fact or Jaw, namely: 

• Did the Defendants authorize or issue false and/or misleading public 

information? 

• Did the Defendants' Misrepresentations cause the share price of Sino's 

stock to be artificially Inflated during the Class Period? 
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• Did the Defendants therefore commit a fault towards the Petitioner and 

the Members of the Group, thereby engaging their liability? 

• What prejudice was sustained by the Petitioner and the Members of the 

Group as a result of the Defendants' faults? 

• Are the Defendants Jointly responsible for the damages sustained by each 

of the members? 

52. The Interests of Justice weigh In favour of this motion being granted in 

. accordance with Its conclusions. 

Nature ofthe action and conclusions sought 

53. The action that the Petitioner wishes to institute for the benefit of the Members 

of the Group is an action In damages; 

54. The conclusions that the Petitioner wishes to Introduce by way of a motion to 

Institute proceedings are: 

GRANT the Petitioner's action against the Defendants; 

CONDEMN Defendants to pay to the Members of the Group compensatoty 

damages for all monetary losses; 

GRANT the class action of the Petitioner on behalf of all the Members of the 

Group; 

ORDER the treatment of Individual claims of each Member of the Group In 

accordance with articles 1037 to 1040 C.C,P.; 
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THE WHOLE with Interest and additional Indemnity provided for In the Civil 

Code of Quebec and with full costs and expenses Including expert fees and 

notice expenses; 

55. The Petitioner suggests that this class action be exercised before the Superior 

Court in the district of Quebec for the following reasons: 

• A great number of the Members of tile Group resides in the judicial 

district of Montreal and In the appeal district of Quebec; 

• The Petitioner and :hls lawyers are domiciled In the .dlstrlct of Quebec. 

56. The Petitioner, who Is requesting to obtain the status of representative, will fairly 

and adequately protect and I'epresent the interest of the .Members of the Group 

for the following reasons: 

• He Ulnderstands the nature of the actloni 

• He Is available to dedicate the time necessary for an action to collaborate 

with Members of the GrouPi and 

• His interests are not antagonistic to those of other .Members of the 

Group. 

57. The present motion Is well-founded in fact and In law. 

FOR THESE REASONS, MAY IT PLEASE THE COURT: 

GRANT the present motioni 
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AU11HORIZE the 'bringing of a class action in the form of a motion to institute 

proceedings in damages; 

ASCRIBE the Petitioner the status of representative of the persons Included In 

the group herein described as: 

"All persons or entities domiciled In Quebec (other than the Defendants, 

their past and present subsidiaries, affiliates, officers, directors, senior 

employees, partners, legal representatives, heirs, predecessors, 

successors and assigns, and any individual who Is an Immediate member 

of the families of the Individual named defendants) who purchased or 

otherwise acquired, whether in the secondary market, or under a 

prospectus or other offering document in the primary market, equity, 

debt or other securities of or relating to Sino-Forest Corporation, from 

and including August 12, 2008 to and including June 2, 2011 (the "Class 

Period")," 

or such other class definition as may be approved by the Court, 

IDENTIFY the principle questions of fact and law to be treated collectively as the 

following: 

• Did the Defendants authorize or iSSLIe false and/or misleading public information? 

• Did the Defendants' 'Misrepresentations calise the share price of Sino's stock to 

be artificially Inflated during the Class Period? 

o Did the Defendants therefore commit 8 fault towards the Petitioner and the' 

Members of the Group, thereby engaging their liability? 
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• What prejudice was sustained by the Petitioner and the Members of the Group as 

a result of the Defendants' faults? 

• Are the Defendants jointly responsible for the damages sustained by each of the 

Members of the Group? 

IDENTIFY the conclusions sought by the class action to be Instituted as being the 

following: 

GRANT the Petitioner's action against the Defendants; 

DECLARE that the Defendants made the Misrepresentations during the Class 

Period; 

DECLARE that the Defendants made the Misrepresentations negligently; 

DECLARE that Sino Is vicariously liable for the acts and/or omissions of the 

Individual Defendants; 

CONDEMN Defendants to pay to the Members of the Group compensatolY 

damages In the amount of 4 blillon$, or such other sum as this Court finds 

appropriate for all monetary losses; 

GRANT the class action of the Petitioner on behalf of all the Members of the 

Group; 

ORDER the treatment of individual claims of each Member of the Group in 

accordance with siticies 1037 to 1040 C.C.P.; 

SISKINDS r D~SM [ulES /IWIn 
Page 19 
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THE WHOLE with interest and additional Indemnity provided for in the CM! 

Code of Quebec and with full costs and expenses Including expert fees and 

notice fees; 

DECLARE that all Members of the Group that have not requested their exclusion 

from the Group In the prescribed delilY to be bound by any judgement to be 

rendered on the class action to be Instituted; 

FIX the delay of exclusion at 30 days from the date of the publication of the 

notice to the Members of the Group; 

ORDER the publication of a notice to the Members of the Group in accordance 

with article 1006 C.C,P,i 

THE WHOLE with costs to follow, 

Quebec, June 9, 2011 

(s) SISKINDS, DESMEULES 

SISKINDS, DESMEULES, AVOCATS 

(Me Simon Hebert) 

Lawyer for the Petitioner 

S1SK1NDS I DES MEUm /1111111 
Page 20 
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~\ SCHEDULE 1 

NOTICE TO DEFENDANT 

Take notice that the plaintiff has filed this action or application In the office of 
the Superior Court of the judicial district of Quebec. 

To file an answer to this action or application, you must first file an appearance, 
personally or by advocate, at the courthouse of Quebec located at 300, boul. 
Jean-Lesage, Quebec, G1K 8K6 within 10 days of service of this motion. 

If you fall to file 811 appearance within the time i1mitlndicated, a judgment by 
default may be rendered against you without further notice upon the expiry of 
the 10 day period. 

If you file anappearanc8, the action or application will be presented before the 
court on September 23,2011, at 9hOO a.m., In room 3.14 of the courthouse. On 
that date, the court may exercise such powers as are necessary to ensure the 
orderly progress of the proceeding or the court may hear the case, unless you 
have made a written agreement with the plaintiff or the plaintifFs advocate on a 

) timetable for the orderly progress of the proceeding. The timetable must be flied 
In the office of the court. 

These exhibits are avai labIa on request. 

Quebec City June 9, 2011 

(li) SISI(INDS, DESMEULES 

SISKINDS, DESMEULES, AVOCATS 
(Me SImon Hebert) 
Lawyers for the Petitioner 

SISKINDS, DtSMEUlESII!IW~ 
Page 21 
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THIS IS EXHIBIT "C" TO 

THE AFFIDAVIT OF ELIZABETH FIMIO 

SWORN JUNE 8, 2012 

A Commissioner, etc. 

Daniel Holden 
Barrister & Solicitor 
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Q,B. No, ~ of2011 

CANADA ) 
PROVINCB OF SASKATCHEWAN ) 

Bet.weem 

IN TfDllQUmEN'S BENCH 
JUDICIAL CENTRE OJ)' REGiNA 

ALLAN HAIGH 

IU\d 

SINO-FOREST COlU'ORATION, 
ALLEN T.Y. CHAN, IU\d DAVlD J, HORSLEY. 

Brought under The CICIss Aotlons Act 

STATEMFiNTOFCLAIM /' 
/ 

NoncE TO DEFENDANT 

:Plaintiff, 

D~f~nda\lts 

l. n. plalllctft'may enter Judgment!n aooord.noe with this Slat.ment of Claim or suohJudgmont as 
may 'be granted purBu,nt to thel1.uleB of CO\ll't unl,ss 

• within 20 day, if you wer, ,orv,d In SaskatobowMI 
• Within 30 days If you wore "l'lod olsowhol'o'in Can.da or h,'the United .st,t" of Amoriea; 
• Witilin 40 days If you Wer, sDryoa outside CIUI,dn ,.nd tho United St,t" of Amerloa 

. __ . -"'-(.~oludlng·the'.i\y·of.,el'\'lo.)'y,u·,o\'Vo·~"talem.n~0H),f.n0.'.n-tb,·pl~lnjlff-1lnMn'·"'0py;ther.of---' -'--" 
In tho olfi., of tho ,loo.! reili$\re1 of lit. Co~rt for tho J~dlolal o'n~' aboVOIlwnod, 

2. In many oasos • oerend,nt m,y hov. the ttl,) o£the uoctoll h,\d ,t ~judlollll c.ntre Qth'rth~u lb, one 
.t whloll the Stnt.m.nt ofCI.im in IS$~.d. EVOl'yd,.fendaftt ShOldd oo"sulthl, I,wy.r Il$ to his ri8bts, 

3. This St,t.m,nt ofCl,im I, to b ... \'V.d within six mouths il~m the d,(, on w)l!oh it i. iSS1l,d, 

4. This St,t,mentofCl,lm Is j,allOt! ,tth, abovo,".modjud!obl o.n!l:oth. l" day ofD,o,mbor, 2011.. 
.' '1'. LANGFORD 

tlV. LOCAL REGISTRAR 
Looal Registl:at 
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DEFINED TERMS 

L m this Stat~1Uent of Claim, in addition to the terms that mc defined elsewhere hereln, 

the following terms have the following meanings: 

(a) "AI" means Authorized In(ermedim')') 

(b) "A.J11" mealls A1l1ltlal Informatioll Form; 

(0) "OM" mecms The Cla8o' Aotions Act, S.B. 2001, 0, C"12,Ol, all amended; 

(d) "CBCA"means the Canada Business Corporallons .101, RSC 1985, c, C"44, all 

amended, 

(e) "Chan" means the defendant Allen T,Y, Chan; 

(:I) "Class" and'''Class Members" means all pe!'$ons find entities wherever they may reside 

who acqui!'ed securities of SIno durJng the Class P¢dod eltho!' by pl'imary ctlst1'lbution ilt 

Canada or all aoquisition on the TSX or oilie!' se~ondary mmket in Canada, other thtllJ. the 

D~fendlln ts,ilielrpast and present subsldiaries, affi.llat~s, offioers, direotors, w.J.lO)' employees, 

partner~,legal repres611.tatlves, hell's, pre4eoessol's, suocessors and assigns, illld any Individual 

who is an immediate member of the family of an lndividual Defendant; 

(g) "Class Porlod" means the period from and includlng Maroh 19, 2007 to and inoluding 

June 2, 2011, 

(h) "Code" means Sino's Code of Business Conduot; 

(I) "))ofendnll/s" means Sino and the Individual j)~fel1dants; 

,,,,.,,, •. _~~.!!D.eceD1b6"200.9.J?r.ospectus:::means.slno!sEinal.ShottEorm.P.r.ospMtus"date.dDece.mbel'-_-" ... 

10,:1.009, which Sino filed on SlllPAA onDeoember 11, 2009; 

(k) "E& Y" means Emst and Young LLP; 

(1) "GAA'P" means CtllJ.aaian generally aocepted accounttng pl'inc1p!es; 

(ro) "Globe" means The Globe and Mall; 

(n) "B:o!'81ey" means the defendant David J, B:orsley; 

(0) "lmpllgned Do(:uI!1e!\ ts"roollaS the 2006 Annual COllBOHdated Fl11anolal SMeme)1t~ (filed 

on SEDAR on March 19,2007),2006 AIB' (flled on SEDAR on Mm'oh 30, 2007), 2006 

Allllual MD&A '(filed em SEOM on Match 19,2007), M!Itlagement Infollrmtlon Cl!'QuJat 

dated April '27, 2007 (fHed on S)WAA on May 4, 2.007), Q! 2007 MD&A (filed on SEDAR 
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en May 14, 2007), Q12007 Financial Statements (filed on SEDAR on May 14, 2007), June 

2007 Prospectus, Q2 Z007MD&A (filed onSEDAR on Augtlst 13,2007), Q2 2007 Financlal 

Statements (flied on SEDAR on August 13, 2007), Q3 /,007 MD&A (filed on SEDAR on 

November 12,2007), Q320D7 Flllancial Statements (filed on SEDAR Oil Noyember 12, 
" . 

2007),2007 Anllual ConsolldaiedFlnanelal Siatemellis(ftled on SEDAR on March 18,2008), 

2007 AIF(filed Oll SEDARonMaroh 28, Z008), Z007 Annual MD&A (filed on Sl.WAR on 

March 18, 2008), Amended 2007 Annual MD&A (filed onSEDAR Oil Maroh 28, Z008), 

Management Infoimatioll CircUlar dated Apl'll28, 2008 (filed ollSEDAR Oil May 6, 2008), 

Ql 2008 MD&A (filed on SEDARon May 13,2008), Q12008 Financial Statements (filed 

on SEDAR on May 13, 2008), QZ 2008 MD&A (filed Oll SEDAR on August 12, 2008), Q2 

:Z008 Finanoial Statements (fiJedonSEDAR on Angust 12, 2008), Q3 200S MD&A (filed on 

SEDAR on November 13, 2008), Q3Z008 Flnanoial Statemen,ts (filed on SEDAR on 

November 13,2,008),2008 Annual Consolidated Finanoial Statements (filed on SEDAR on 

Mar<)h 31,2009),2008 Annual MD&A (fiJed on SEDAR on March 16,2009), Amended 200 8 

Atml.lal MD&A (fiJed on SEDAR onM!U'on 17, 2009), Z008 AJl1 (filed Oil SEDAR on Maroh 

31,2009), Management ):ntbwation Clrcul!U' dated AprH 28, 2009 (filed on SlllDAR on May 

4,2009), Q12009 MD&A (filed Oil SEDARonMay 11,2009), Q12009 Finanoial Statements 

(filed onSEDAR on May II, 2009), June 2009 ProspectuB, Q2 2009 1I1D&A (filed 011. 

,""-.-$EDAR,oll..Aul'lust.1.0r2009~rQ2.2009.Einanchil,,Statemellt'),(:fiJed,ou,SEDJJ1.onAugusl.l.O,_ ""'" 

2009), Q3 2009 MD&A (filed on SEDAR on November 12, 2009), Q3 ~009 Fluancial 

Statements (filed Oil SEDAR onNovcmb~.r 12, 2009), December 200~ Prospootus, 2009 

Annuall\1D&A (filed on SEDAE. on Mal'oh 16, 20iO), 2009 Audited AnnuaL Finanoial 

Statements (filed on SEDARon Maroh 16, 2010), 2009 AIll' (filed on SEDAR on M!U'ch31, 

2010), MEUlagement InfOl'lUation Ciroular dated May 4, 2010 (filed on SEDAR on May 11, 

201 O),Qi 2010 MD&A (filed on SEDAR on May 12,2010), Ql 2010 Financial Statements 

(filed on SEDAR on May 12, 2010), Q2 2010 MD&A(filedon SEDARon Al.Igust 10,.2010). 

Q2 201 0 Fina1lcial Statements (filed on SEDAR on August 10,201 D), Q3 2010 MD&A (filed 

on SEDAR OIl Nowmber 20,2010), Q3 2010 Flnal1cialStatements (med on SEDAR on 
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November 20,201 0),201 0 Ann~alMD &A (March 15, 2011), 201 0 Annual Audited Fln<L."1oial 

Statements (filed on SEOil-lt on Mru:oh 15,2011),2010 AlII' (filed on SEDAR on M~x(}h 31, 

2011) and MlUlagement 1nformation Circular dated May 2, ZO 11 (filed on SED AR on May 10, 

2011); 

(P) "IndIvidual Defendants" means Chan and HOI'sleYi 

(q) "Jl1ne ZOO7J.'I'ospectus" means Sino's Short)lormPl'ospectus, datedJl1ne 5, 2007, whloh 

81M filect on SEDAR on June 5, 2007; 

(x) "June 2009 Prospectus" m~(\!Is Sino's FinalShol't FOlm l'l'ospeotus. dated June 1,2009, 

'whioh Smo flIed on SIWA.:R on June 1, 2009, 

(8) "MD&A" means Management's Disoussion and Analysis; 

(t) "Muddy Waters" means Muddy Waters Ltc; 

(u) "osc" means th~ Ontario Securities COllUl)ission; 

(v) "Plaintiff" means the plalntiff Allan Haigh; 

(w) "PRC" m~1lI\ll the People's Republic ofCh!na; 

ex) "RepNsentatioll" means the statement that Slno's .finanoial statements cOlUplied with 

gill; 

(y) "SEDAR" means the systelU fo1' eleotronic dooument analysis and retrieval of the C~nadlan 

SeoU111les Administrators; 

'"'' ",,,._(z)~S.in o!!-means.the"d<ofendant,.Sino.Eorest"Corp.oratioll;" "., _____ .",_._." .. -", .,_"_,, , __ 

(aa) "SSA" means The Securities Act, S.S. 1988"&9,0,8"42,2, as amended; 

(bb) "TSX:" means the Toronto Stock Bxohange; , 

(co) "WJ)'O)]" means wholly foreign oWiled enterprJse or an enterprlseestabJlshed in China 

in Bocordanoe with the relevant PRC laws, w[tl\capital provided solely hy foreign lnvestOl·S. 

(1) tlte parties 
(a) plaintiff 

CLAIM 

2. The Plaintiff, Allan Bwgh, reSides in Saskatoon, Saskatchewan. MI', B:aigb.PUJ:ohased 

200 shares of Sino on November 3,d, 2010, at a cost of$20.14 per share. 
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(Q) def!lhdants , 
3. Th~ Defendant Sino-Folest Corporation ("Sino-Fol'est"),Is incorpol'ated p1l.1'suant to 

the laws of Canada, with ita head office at 1208"90 Bml.1hamthorpe Rd W, Mississauga, 

Ontalio, L5B 3 C3. 

4. The Defelldant Chal. l'esldes in Ontario. At all material times, Chan was Sino's 

Chail'mrin, Chief Executive Officel" alld a direotor of the compallY. 

5. The Defendant Horsley l'e,ldes in Ontario. At allmaterial times, Horsley was Sino's 

ChiefFinmc!alOfflocr. 

(2) tlte ~la8.l' 
6, The Plaintiff brlngs this action on behalf of all persons or entitles who heid common 

shares of Sino between March Wh, 2007 and June 2, Z011 (the "Classl'et'lod") either by 

p!'lmroy 'distl'lbutlon 1n Canada or ffil aoqUisition ,on the 1'0rontoStook Exohango 01' other 

s~condaty market m Oanada, 

(3) pi utter/lars 

7, AI all mateclal times, Smo was a reporting issuer i11all proyjnoes of Callada, and had 
. . __ --itueglste~ed.officel0,cated.in.Mississauga,cOntario., _____ .. , ....... _. __ ...... " .. ____ ... ___ .... __ ._~ 

8, From tbe time of its establlslunent in 1994, Sino has claimed to be a legitimate 

business operatillg m the oommeroial forestry lnd\lstl')' in the' PRC find elsewhere. 

9, In 1994, Sino entol'cd Cffilada's capital markets by way oh "reverse takeover," Tms 

allowed Sino to avoid the SCl'Utiny of' an Tnltlall'ublio OfferIng, 

10. At ali material times, Sino's shal'es were Hsted fortl'ading on! 

(a) the T01'onto Stock Exchffilgo (the "TSX") \ltlder the ticker symbol "TRE"i 
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(b) on the Berlin exohange an "SFJ GR!'; 

(0) on the OTC market ill the United States as "SNOFF"; 

(d) on the 'I'radegate market as "SPJ TB"; 

(e) on alternative lreding systems in Canada and elsewhere Including, without 

limitation, AlphaToronto and I'm'e'I'rading. 

11. At all mate1'lai times, Sino had va1'ious debt ulsumnents, derivatives and other 

securities that ware publloly il'aded In Canada €md elsewhere, 

12, The prlce of Sino'S soou1'itles was direotly affected du1'lng the Class Pedod by the 

issuance ofihe Impugned Doouments. The Defendants were aWIU'e at allmaterJal times ofilia 

effeot of Sino's disc!osul'e documents upon the price of Us Sino's seoU1'lties, 

13. Th~ Impugned Documents we,e ftled, lUllong other places, with SED AR and the TSX, 

and thoreby beolUlle immediately available to, and were rep,oduoed for inspeotion by, the 

Plaintiff, Class Members,other members oitha invQsting p"bllo, finanolall\Jialysts und tho 

finanoial press. 

14. Sino routinely transmitted ilia doc\Illlents rderred to above to the financial pAess, 
,,~.~"" .... ~- .. , ~"""""'-"'''''''''''''''-~---'----'---

iinanoial analysts and certalnpl'ospeotiw ax,d actual holders of Sino securities, Sino provided 

either copies of the Impugned Documclltli 01' lillks thereto on its website, 

15. Sino ,egulm'ly oommunioated with tb.e publio lnvestol's and fil1ancial analysts via 

established m!U'ket communloation meohmlisms, lnc1udlng tlU'ough tegul!U' disseminations of 

theh'diso!OSW:0 dooumonts, Inoluding pI'ess j'eleases 011 newswiro servioes In Canada, tho 

United States and elsewhere, Each tlme Sino oommunioated that new material Information 

about SIll0 financial results to the publio the p1'loe of Sino seotU'lties was direotly meoted. 
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16, Sino was the subJeot of analysts' reports that inOOlllorated oertain of the material 

information contained in Ule Impugned Doouments, with the effect that any recommendations 

to purchase Slno s~curlties in suoh reports durJngthe Class Pedod were based, In whole 0); in 

part, upon that lnformation, 

17, 'rheprlce at whloh Sino's seourities ttadedpromptly incoxporated matoda! iufol'm~tlon 

from Sino's disclosure dOCUl110!lti1 about Sino's business and a:f'fairs, including the 

Representation, which wasdlssemlnated to the p\\bilothrougltthe documents l'cfel1'ed to aoove 

and distributed by Sino, as well as by other means , 

'18, In Sino's Initial Proxy Clroular of Febl'Uru:;Y 11 Ih, 1994, Sino jlUll'orted tc> operate 

through slxjointventllres formed in the PRe, By the early 2000's, Sino's businoss structured 

ohanged to inolude wholly"owned subsidiarles and so oalled autholized Int,ermediarles("AIs"), 

By eady 20 11, SlnopUl'jlorted to conduct buslnessthrougltmorethan 60 s\\bsldiaries, at least 

16 ofwhioh were formed in the British Virgin Islands, and at loast 40 ofwhioh werdonned 

In th"PRC. 

19, Sino cOllducted seven offedngs durll1g the Class Padod (the "Offerings"), raising an 

aggregate of more thilll $2~bi1Hon fro:::..!.~~estol's~, ,,,,, __ ,_,_, _____ ,,,,,, 

(a) by shorifOlmprospeotus datedJ\Ille 5, 2007 (filed with SEDAR), Sino conducted 

<m offering of 15,900,000 oo=on shates at a pclc~ of$lZ.65 per share, resulting ill 

gross prooeeds of $20 1,135,000; 

(b) by way of an "Offe!'lng Memoral1dum", .Sino sold through private placement 

US$345 million in aggregate prinoipal anl0Ullt of oonvertible senior notes due 2013; 

(c) by short form prospectus dated June 1,2009 (filed with SEDAR), Sino oonducted 

an offering of 34,500,000 ootnmon shru:es fol' $11.00 per shru:e, resulting ill gross 

proceeds of$379,500,OOO; 
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(d) by w~y of an Exchan~e Offer Memorandum, Sino exchangedoertain of its then 

outstandlng senior notes with new llotes, pursuant to whioh Sino issued 

US$212,330iOOO in aggrogat;; prlnolpal illl10unt of gIlm'anteed senior notes due 20 14; 

(0) by way of II flna! Offe1'ing Memorandum, Sino sold through private plaoem~nt 

US$460,OOO,OOO in eggl'egete prinoipal illl10unt of oonvertible senior notes due 20 16; 

(I) by shOlt fOl1u prospectus dated Deoember 11 th, 2009 (filed w:illl SEDAR on 

Deoember 11, 2009), Sino oonduoted an offering 0121,850,000 oommon shares f01' 

$16,80 per shares, resulting in prooeeds of $367,080,000; 

(g) On February 81h, 2010, Sino olosoo. the acquisition of substantially all of the 

oUistanding common shm'tls o£Mandra Fo~estryHoldings Limited. Conoun:ent with 

this aoqlusition, Bino oompleted an exohange withholders of99,7% ofthe USD$19S 

mlllioll notes issued by MandraFot~stryFinanoial Limited ahd 96,7% oftbe warrants 

issued>by Mandm FOl'ost.ry Holdings Limited, for new guaranteed sonio!notes issued 

by SIno in tho aggregate principal allloupt ofUSD$! 81, 177 ,375 with a maturity date 

of July 28,201.4, 

(g) OnOotobor 14, 2010, Sino issued aflfiul Offerin.gMemol'MdUll1.pllrsuanttowhloh 

Sino sold through p\1vaie placement DS$600,OOO,OOO in aggt'egate prlncipal alllount 

of gUllfllllteed senior notes d\le 2017, 

20, The offering doouments referenoed 111 the preoeding paragl'llph included iUld 

inc01'J.lorated otber doouments by 1'0ferenoe tbat inoluded the Representatlol\ ~nd omer 

mi~repre~entatiollS ma\lU'e partioularized bolow, Badtbe truth in regard to Si1l.o 'Il 

management, business andaffuirs been timely disolosed, seourities rogulators 1ikelywould not 

ha:ve reoeipted the Prospectuses ano. the o£fedngs would not have Q cOllrled, 

(1) .8111.0'1'1 class pel'iod misl'epnSelltaliolls 

21. During th. class period, Sino misrepresented: 

(a) Its 2006 Results and AlF: 
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(b) Its M~y 2007 Mar:agement Information Olroular; 

(0) Its tax-l'el~ted dsks arismg from Its use of Als; 

(d) Its Yunnan For6stry Assets; 

(e) Its SurIname FOl'estly Assets;· 

(I) Its Jiangxi Foxestly Assets; 

(g) Its related prutles; 

(h) Its sales of standing timbe!; 

(I) Its pUl'Choses of I;orestly Assets; and 

0) Its mlll'glns and taxes, 

81111J'8 2006 Remlls altdAlF 

2,2, Prior to the opening of markets on Maxch 19th, 2007, Sino issued and filed on SElJAR 

its 2006 Annual Cons<ilid~tedFlnanda!.statements and 2006 Al1nual MD&A. Boohdoounwnt 

contained the Representation, which was false, 

23, In I?artioular, Sino materIally overstated its results for 2006, and its assets as at year­

end 200&, Sino reported In·eachsllch document, ·011. a GMP OflSis, that its tevenues and net 

inoome ior the Y6fl1'cnded December 31", 2006 were, respectively, US$634,O million and 

US$ll 1,0 million, and !\llthen'epolted, a!H\ GAA!'. basis, that Its ~ssetsas at Deoembol' 31 "', 

2006 We!'6 US$1.2 billion, 

24. Over the ten tr~dlng days followlngthe issuance ofSln.o's inilated 2006 i'esults, Sino's 

shaJ.'eprloe 1'OBO substantially on mlusually heavy trading volmno, At the olose of trading on 

March 10th, 2007 (the tt'ading day prior to Mareh Wh, 2007),Slno's shares traded at $10,10 

per share. Mthe olose oftractlng on Maroh 291", 2.007. Sino' ashaxes traded'at $ I 3 .42 per share, 

whloh oonstltuted an lno1'%se QfaPP1'Oldmately 33% from the March 19th closIng prIce, 
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25, On M(l1'oh 30, 2007, Sino issued and filed Dn SEDAR its 2006 AlP, In that AlF, Sino 

stated: 

".PRe laws and reg~latiol1s reqtclre foreign oompanies to obtain !lMns~s to 
engage in any business aotlvlties In the PRe. As areeult of these requirements, 
we oW'xentl)' engage 1n oux trading aotivities thxough PRe Eillthorlzed 
intermediaries that h~ve the requisite business lioenses. Thero is no assurance 
that the PRe govemment wJll not take £lotion to restrlct Qill' ability to engage 
iutradlng aotivities through OU! authorized intel1nedial'les, In ol'de~ to redllee 
our I'Blianco on tbe a'llthorized intermediaries, we li:I.tend IO'llse a WFOE 
in tho :PRC to enter into oontraots directly wJth sUJ.lpliel's of raw timpel', 
and then prooess the:~al'l' timber, or engage others to pl'ooosa raw timbw 
0)). tts behalf, Md sell logs, w~od chips and wood'lJascd products tn 
customers, dthougb it would not be able to engage in pure tradil:lg 
activities. [Emphasis added,] 

26, In iw 2007 AlP, whioh Sino filed on MI1'!~h 28, 2008, Sino again declared its intention 

to reduoe its relianoe upon Als, 

27, These stato1t\cnls wore false and matel'i~Jl" misleading when made, as 8i1:1.O had no 

intention ofredu,cing materially its relianoe on Als, because AXs WO(6 odnoa! to Sino's abiHty 

lo'!uflate itsrevell~e and net incOlne, Rafuel, these statements·had the efi'eotofmitigating atry 

investor ooncern al'lslng from Sin?.' s extensive rellanoo upon Als, 

:28, Thl'oughO\\t the Class Period, Sino continued to depend heavily upon Ala fol' its 

puxported sales of standing timber and Sino's teHanoe on AIs iu fact inoreased dWing the 

Class Pedod, 

Sino '& trIx-relllled risks mMngfi'ollllt1l1se fJ! Als 

:29. 'fhtoughout the Class Period, Sluo matel'iaIly understated the tnx-l'eiated !'laks arising 

from its use of Als, 
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30, 'fa::,; ~vAsjon penalties in the PRO are severeal1d depemling on 1he severity of me 

offense can be punishable with unlimited fines, 

31. During the Class hriod, SIno professed to be unabie to determine whetllerits Als had 

paid required taxes and so the tax-related dsks al'1sing n:om Sino's 'Use of Ala were potemially 

devastatlng, Sino failed to disolose these risks in its Class Period disolosure doouments, 

inoludiug and pl1l'lio~larly in its discussions Qflts tax provisioning set forth in its Class POl'jod 

fimm,olal statements and AIFs, 

32. :Based upon Sino's reported results, Sltto's tax: aooruals in il!J 2007, 2008,2009 and 

2010 Audited Attnual Flnanclal Statem~11ts were materially defioient md Sino's inad~"1,:!ate 

tax aocruals violated GMP, 

33, Sino also violated GMP in itsZ009 Audited Attnual Flnancial Statements by failing 

to apply to its ;1,009 fmancial results the PRe tax guidance that was issued ill Feb)'Uaty 2010, 

Although thn! guld(l11oe was issued Ilfter yeaHnd 2009, GMP required that Sino appl)' that 

gtlidance to lis 2009 i'J:ne.nolall'esults, because mat gtlldance was issued in the subseq,uent 

events pedod, 

34, Based upon SIno's reported profit margins on its dealh1gs with Ars, whioh mEltgins are 

extraordinary both in relation to the profit margins of Sino's peOl'S, and in l'ehlion to the 

limited dsb that 81110 p\IJ:P01'tS to ~ss\lll.'le llllts transaotio!1S with its Ars, Sino's Ala were 1lot 

satisfying theil'tax obligations,afaotthatwas eltherknown to the Defendmts or ought to have 

been known, If Slno' 8 extraordlnary profit margins al'e 1'eftl, then Sino and Its AlB must be 

dividing tllo gains from non"l,Jayment of taxes to the PRe, 
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35, During the Class Period, SinoNso fEliied to disolose the dsks relating to the 

l'epatriation of its earnings :from the PRO, In 2010, Sino added two new seolions to its AllI 

regardiIlg the Ilsk that It would not be able to repattia!e eiffiings from its Bvr subsidiaries 

(whIoh dool wJth the Als), The amount of retalned earnings that may not be able to be 

repatriated lsmatoa therein to be US$lA billion, Notwithstanding this disolosure, Sino dJdnot 

disclose that it wo~ld be unable to repatriate any earnings absent proof of payment ofPRC 

taxes, whioh it has admitted that it lacks, 

36, In addition, there are mate.l'lal disol'epanoles in Sino's desoriptions of its aocounting 

txeatment of its Als, Beginning In the 2003 AIF. Sino de~odbed Its Als as follows; 

Because of the pl'ovlsiollsin the Operational P)'ooedures that specify when we 
iUld the au.thorlzed intermediary assume the risks and obligations relating to the 
!aW 'limber or wood ohips, as ihe aase may be, we trOllt theso trlUlsaotions fot 
aoommling purposes as providing that we take title to the raw timbe)' when it 
is delivered to the authorized intermediary, Title then passes to lhe authodzed 
intetmedlmy onoo the timl:ier is prooessed into wood ohips. Acaordlng/j!, we 
treat tlte (1utfWl'ized illtermediarles fol' (I.(100llllting purposes as being botit 
0111' Sllppllel's lI"a ouslolllerS'llllhese trlms(totlolts, (Emphasis add~d,] 

37. 81110' s dlso!os\u'es w~re consistent in that!egal'Q up to !lIld inohldiIlgSlno's fitst AlP 

Issued In the Class l'eriod, whioh states: 
, .... , ...... ____ -P)3eoause.o:f.the,p!:o;.tlsions.in.fhe'Op~catlonaLetooedul:es.that.spedfy-when..we. ______ .. 

and theAI assume the risks and obUgations I'elatlng to the raw timber 01' wood 
chips, as the oase may be, we treat these txansaotions for aooounling pUlJloses 
as providlngthat we take title to the mwtimber when it is ddlvel'ea to the AI, 
Title then passes to the AI once the timher is prooessed into wood ohips, 
Acool'llingly, we treat IIt6 Al jor accounting purposes as being bollt ow' 
,supplier lind c'llstIJIIIBI' lit tltese transltetlolls, [Emphasis added.] 

38, In. subseqtlentAlFs, Sino ceased with011tell:planatlon to disclose wh0th~r ittt~ated Ala 

for aocoMting purposes as belng hoth the sUppllel' and the austomel'. 
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39. Following theissuanoe of Mudqy Waters' report on the last day of the Class Period, 

however, Sino deolared publicly that Muddy Waters was "wrong" in its asscltion thM, fot 

aooounting )?nrposes, Sino treated its AlB flS being both supplier atld oustomer in transactions, 

This olaim by SiilO implles either that Sino misrepresented its acoo\U1ting treatment of;' Als in 

its 2006 AlP (and in its AlFs forprJoryears), or that Sino changed its MOO\U1ting treatJ:nent 

·of its Als ai'ter thdssuanoe of (lii 2006 AlP, If the latter is true, then Sino was 0 bllged by 

GAAP to disolose its ohange in its aooounting treatment oilts Als, It failed to do so, 

Slrw OVellStalesits Y,lftllllil FOl'iJs/I'Y Assets 

40, In ~ p~ess release [ss~ed by Sino and filed on SEDAR on Maron 23, 2007, Sino 

announoed that it had entered Into an agreement to sell 26 mUllan shates to several 

institutional investors fOl' gross proceeds ofUS$200 m!!lion, and that theprooeeds would be 

used for the acquisition of stfmding timbe!', inolud!llg purSlJillt to a new agreement to pmohase 

standingtiniber In Yunnan Province, It furthol' stated in that press release tbat Sino-Pane! 

(AsIa) mo, ("Sino-Panel"), a wholly"owned.sQbsidiary of Sino, had entered on that satlle day 

i\lto mUIJll'ee.ment wJth Gengma Dai and We Tribes Autonomous Region FOl'ostry Company 

Ltd" ("GengmaFotestry") establlshedlnLlncang Cily, ¥\UlIlanProvinoe in the PRO, and that, 

under that Agreement, 'Sino ·Panel would acquire approximately 200,000 hectll1'eIl OfllOl1:-State 

owned oommoroial standing timber in Llnoang City and sUl1'oundhlg cities in Y\UlUan fOl' - , ,~ . . ,,----..... -~----- ~.~".~, 

U8$700 million to US$l.4 billion over a lO"year retiod. 

41. These SatllC terms ofSlno' s Agroomentwith Gengma Forestrywel'c disclosed In SIno's 

Ql 2007 MD&A, MOl'eovol', tlu:oughout the Class Period, SillO disoussed its purported 

Yunnan aoquisitions in the li.npugned Doouments, 

42, Howevor, the reported acquisitions ·oid !lot take place, As tho Gl9bQ later rovoaled, 

Sino "substantially overstated the size and value of Its forestry holcllngs in ChJ.na's 'YUlU1an 

Provinco, aoool'dlng to figures provIded by seniorforestryoffioials and flkey \lUsiness llattnor 

there," Sino simply does not oven the trees it olaims to own in Yunnfln, 
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81M Oyerstat~s its SUfi:nama Jlol'estl'J! Assets 

43. 1n mld·2010, Sino beol\lU~ .!1. majol'lty shareholdor of Greenheart Group ~td., a 

Bermuda corpol'!1.tlon hsvlng its headquarters In Hong Kong rulda listing on the Hong Kong 

Stock Exchange ("Greenhelll't"). 

44. lnAllgust :<010, Greenhemi Issued M aggregate p!'!ndpall\lUount oiUS$25,QOO,OOO 

oonvertlble notes for gross proceeds ·of US$24,750,OOO. The .sole subscdber of th<;s~ 

oonveltiblenotes was Greater Sino Holdings Limited. Chml beoame a member ofClree!1l1ear:l' s 

Board Md tbe Boe.rd's ChalrmM. Other officers aud direotors of Sino beomneofficers and 

direotors of Greenheart, 

45, On August 24, 2010 and Deoem\Jer 28,2010, Greenhe;u't gl'ant0d to Chan options to 

pm'chase approxhnately 6.8l11illion. The options are exeRclsable for a fiye--yero: term. 

46. As atMarch31, 201 1, General Bntel'priseManagementSel'V'loesIntemationalLi!nited, 

a company In whioh some of Sino's offleNS Md direotol'S have an indirect lnwtest, held 

7,000,000 she.res of GTeenbeart, being 0,9% of the total issued Md outstMding shares of 

Greomheart. 

47. As a result of the aforesaid transaotions alld interests, Sino, Chan, and other officera 

t\!ld dlteators of Sino, stood topl'ofit handsomely from any icilation in tlm m!1.tket price of 

GTeenbear:l's 8l1m'es, 

48. At all materlal times, G:\'oenbeartpmported 10 have forestry MSets IIlNew Zealand and 

Suriname. On Mal'oh i, 2011, Greenbeart issued a press release in whioh it alUloullced that: 

Gl'ee!lhea~t Mqub'es carini!! rights to ~dd!tional 128,000 hcctill'G 
ooncessio!! in Sudnuw6 
'k* *** 
312,000 heotures !IOW ngdeJ: Gl'eenhearlmanagement Hong Kong, Marob 
1, 2011 - Greenbelll't Group Limited ("Greenheart" or "the COmpany") 
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(HKSE: 00094), an investment holding compmlY with fol'estry assets in 
Suriname ane! New Zealand (~llbjeot to Qeltain oloslng conditions) today 
announced that lite Company h!lfl acqrllrerl60% 0/ Vista Marine Smlces 
N. V. ("Vista'?, a private oompany h(fSerlfn SUl'iname, South A.merioa that 
controls oertain harvesting rights to II 1Z8,OOO ftectaresltardwoolf 
c{J'/toessf(m, Vista wlfl /;e rebral/rlea as part o/Ihe Greel/heart Group, This 
tl'a1l8act/0II will t1lCI'ease GremMaI't's cOllcellslolls uuder mUTwgelllelllln 
SUrlllame to approximately 31Z, 000 Ilea/are,!. The oost of this acquisition is 
not material to the Company as a whole but the Company is optimistlo about 
the prospects of Vlst~ and the positive impaot that It Will bring, The 
cOllOess/on is locateil,tlllheSipalawlltllflslr'lotofSurlname, Sou/hA.mer/oa, 
ho/'(fefillg Lake Bl'okoP01/(lo mid has all est/mater! allllllal allowable Oflt of 
approxlmlltefy IOO,OOO oubie melel'~. Ml" J\ldSOll Martin, Chlee Ex~cutiw 
Offker of Greenheart and Vlee-Cha\rmmi. of Sino" :Fore~t COl')loratioll, the 
CompMy's controll!ug shmeholder sald, "This aoq1,Jlsltlouls In Hne with ow: 
growth. strategy to elqJand Oul' footjJl1ut ill. Suriname, In addition to hlOreased 
hal'YesttibJe area, this aoquisition wm bring synol'gies in SMeS, marl(eting, 
administration, financial reporting and control,logistios and overall 
management, I (1m pleased to welcollls Mr. T.P Wilkinson to Oree/lheatt ~$ 
Ollf minority paNnell Mr. Wllklllson siwres O1lf respect for tile peopls of 
Sur/Ttame alld tlte lalld alld will he appointed Clr.IrifExeCllt!Ve OfficeT' o/Ihls 
Joint 1'entllre artd he responsible for opemtmg in a slIstaillable (llld 
responsible metnner, This aoquisitlon further advanoes Gteenhearf's stratollY 
of becoming agIo bal agl'Hbrestry company. We wUl continue to aotiv~ly seek 
well-priced and sustalnable ooncessions In Surlnmne and neighboring regions 
In the ooming,months," 

About Ty WllklnsQlI 
----n:tw.WmaiIB(jjfJI~s oye!' tWentj' yearn of exp erlence m. tUcllgrlmlt1lfil! ana-"-·'--' , , 

forestry bllsiness. He was ftwarded the prestigious ''Farmer and RanchO!' 
of tho ye~r" awal'd in the USA, In reoognitiQn of his worl!: on wate)' 
eonsQl'I'ntion, perfecting the comm61'ciul use of drip irrigation and 
maximizing crop yield tht'ough tbe usa 0,£ techn!~Al solll'esearch and 
analysts. Mr. Wll!tinson also hRsextensive lmowledllo ill sustllinahle 
forestry management, forestry plannillg, inf\'aatrncture development, 
lUU'Y6st schedules, lumbol' drying, lumber prQoessillg,extenslve local 
ImowJedge as well as l'eglona! business net\\'ol'ltB, He hns peon Jiving in 
Suriname since 2001, [Emphasis added,) 
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49, In its 20)0 AlF, filed on SEDAR on Mal'olj 31, 2011, Sino stated: 

We hold a majority interest in Gl'eenheart Group which, together with its 
subslctilU'ies, OWllS oertain rights andmllnage~ appl'Oxlmately 312,000 !teatal'as 
of /I(lrawooafol'l!st MloBSsiollsin the l/.ep uollo oj Sr/fin arne, 80 utitAmerica 
("Sudu!U1le") and 11,000 heotares of a l'adiata pine plantation Oll 13,000 
heotlltes of freehold land in New Ze~and as at Maroh 31,2011. We belim 
(/Iatour ownersltlp In Gl'eenfrcal'l G'roriP will stl'eltgtitell 0111' global 
soltraillg lIelwod. II! supplylllg woortflbl'ejol' CMItIl in asuillaillable and 
respollslMe mllnlter, [Bmphasisadded], 

50, In its Annual Report for2010, whioh Sino filed on SEDAR on May 10, 2011, Sino's 

V!oe-Chalrll1!ln stated: 

r am hono~ed to l'epol't to you for the first time as Vice Chairman of Sino­
Forest and Chief ExeoutlvG Offioer of Greenheart Group [,',] Greepheart's 
strategy is to be Bino-Porest's international growth vehiole fo!' acquiring 
sustainable and profitable forestry assets located outside China to serve the 
growing wood deficit within China While at the same time mfllntalnlng the 
ability to manage and opel'ate in othel'markets aroulJd the wedel, At the end of 
2010, Greenheart had three pl'imal,), assets; a 60% inMestin a 184,OOOhectar6 
hardwood cOlJOeSSlOll looated j·n western SUl'inanl.e (Sino-Porest ourrently owns 
tire remaining 40% min.orlty interest); a cOIl1ll\itmentto acquire 13,000 heetal'es 
offrebholdhmdinoludillg 11,000 hectares of softwood tadlala pine plantations 
in New Zealand (whioh. W~8 cO!llpieted subsequent to yeat ~..nd); and U~$78 
milllonin cash, lit t"ejlrsl qllal'ter 012011, wellcqulred 60% o!Vi8taM~rlne 
Sen/ces N. v., H'II/c" holds certailt ltarve~tlltg rigitts to it 128,OOo-Jlecillre 
concession/if castel'll Suriname. 'l'ftlsacqulsltkJllliXpmtas G!'e(tlllteart'~ land 

"'" ,,,_~ ___ mtdel'1/Iall(fg¢fftGltt.flt"8ur.illmfl"'to"appll(JxI1/lalely.$-k2tOOO"lleolare.-W(MM·--"~"""" 
clttflmf/y ollilding two fm'gNoale wood pMosssillg faciltlles, which we 
expeot to aolllplet~ late llew year, willcf, will allow /IS .11) pr(Jces:; logs i/tlo 
lult/her and ollter wrfus.added pl'oduofsSltalt ItBflool'ing, (lecklng and special 
mtUworTi; GI'eelriteart's strategy in Slll'llIIIlIIe Is 10 oonl/nlle (0 IiXplllld our 
conceSliIOlljootjll'iltt and he tlleleaaer II! tr,esuslaillable timber induslry. We 
are committeil /0 law-Impact harvesting and silp/cliiture melltod~ 11.9 

presCI'iheil by Sudname 's Celllrefol'Agr/onllm'al !{eseill'olt ("CELOS'J, IIIlil 
we will be workill/i iow4'l'ils Forest Stewardslttp CoU//OU ('PSG'? 
Mt'fiftaatlonlll all 0111' operations, 'llle respollslble oal'e of pea pIe ([wI tlte 
environment is ouroorporMe pot'lcy hili rrfso aliI' 8M!. of millll, [Emphasis 
added.] 
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51. The foregoing statements were false or materially misleading when made, fo!' the 

reasons set out below, 

52. Sholily before Gteo!lbeart's p\1.1')lo).'ted acquisition oj;' Vista Marine Serylces N,V. 

("Vista"), Vista was fo~deq by 'lY Wilkinson) an Amedoan oitizen who formerlyresi(\ed in 

Sarasota, Florida, Although Greenhesl't sawflt to disclose in its March I, ZQ1! pless release 

that Mr. Wilkinson, Gree!lbeart's !).ew SurillameCEO, was once named "Fanner and Rancher 

of the year," Gree!lbeart fal1ed to disolose that the Ciroult Oourt of Sarasota, County, Florida, 

had issued a warrant for Mr, Wilkinson's arrest in Ootober 2009, and that Mr. Wilkinson 

abanqoned residenoe in the United States at least In prut to avoid ltrl'~Bt, and alae to avoid 

paying vru;lous debts Wllldnson owes to a fonne!' business associate and othN's, 

53, There Is no record of Greel1heart in the Suriname Trade. Register mamtruned by the 

Chamber of Commerce 111 Suriname, nor is there any reeoro of GJ'ce!lbeart wIth the Stu:lname 

Foundation for.Forest Management and Prod\1ction Control, 

54, In addition, under the Surlnmne Jlomt Management Aot, it Is prohibited fOl' one 

Qompany ora group of oompanies in whlch one person or company has a mlljol'lty inte!'6st to 

control more than 150,000 heotares ofL~d undel' ooncessiOll. 

55. FilJall1, Vista's forestr), ooncessiOM are located lnareglon of Suriname populated by 

the Sar.amaka,M indigenous people, l'ul'swmtto the Arnel'ican Convention on Human Rights 

and a decision of the rnte~-A1Uerican CO\1lt of Ruman Rlghts, th~ Saramaka people must have 

effeotive oontl'ol OV~l' their land, inoluding the management of their reserves, and mnst be 

effeotively consulted by the State ofSurinmne, Neither Sino no!' Gr.onhesl'thas disclosed that 

Vista's pruported oOlloessions In Suriname, if they exist at all, are impair~d due to the 

unfulfilled rights oftl1e indigenous peoples of Smmame, 
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llallgx/ ForQ~lrJ! Assets 

56, On J\UJ.6 11, 2009,Sino issued a press release in which it stated: 

Sino-Forest Corporation (TSX: TRE), a leadlngoommerclal fOl'est plalltation 
operata! in Chilla, annot1J1oed today that its wholly·owned subsidIary, Sino· 
l'anel (China) J::nvestmonw Limited ("Sino·Panel"), has entered into a Master 
Agreement for the PUJ:chase of Pine and Chinese Fir Plantation Forests (the 
"Jiangxl Mastel' Agreement") wilh Jlangxi Zhonggan Industrial Development 
Company Limited ("Jiangxi ZhO!lggan"), which will aot as the authol'l:wd 
agent fur the oclginal plantation rights hoiders, Under the Jiangxi Master 
Agreement"Sino·PtlMl will, throughI'RGsubs!dliu'le~ of Sino- ).1or¢st,acquir~ 
betweell, 151nllHon and 1 S millioncubiometres (mS) of wood £ibl'e looated In 
plantations in JiElllfll(IPl'ovlnce oyer a three.ycax period with €I prioe 110t to 
exceed RMB300 pel' m3, to the extent pc!mltted t1J1del' the ,'clevan! PRClaws 
and !'egulations, TII~ plalltalions III which slIort amount of wood fibr6 to 
aoC/ull'a is between 150,000 altd 300,000 hectares to achieve an estimated 
avel:age wood note yield of approximately ! 0 Om3 per heelare,and include Ilee 
speoies such as .pine, Chinese tlr Ellld others, Jlangxt Zhonggan wlll ensuJ'e 
plantation fore-qts sold to Sino·Pallel and its PRC subsidiaries are non·state· 
owned, .t1.on.natw:a1, comJn(li.'olal plantation forest trees. In addition to securing 
the maximum treeaoqulsltionprioe, Slno·l'a.nel hasple·omptiv6 l'ightsto lease 
ihe underlying plalltation land at a pdce, permitted 11.11.der the !'elevant PRC 
laws and l'ogulatlons, not to ellaeed RMB4S0 per heotare pel' anrtum for 30 
years from the time ofhru:vest, The land lease oan also be extended to 50 years 
as permitted undor PRO laws tmd regulations, The speol£1,o terms and 
oonditions ofpw:"hasing or leasing are to be dete!'!ll.nled upon the execution of 
definitive agreements botween the PRC subsidiru:les of Sino· Panel and Jiangxi 
Zhonggan upon the autho11satlon of ol'iginfll plantation rights holders, tmd 

---"'su""tijijCI'To1he requisite govei'fii.l'iFnfi\\ approvallllfd-in compflllfice wltlrtho---'-~'-'" .. 
relevant PRGlaws.and l'egulations, ' 

Slno.Ji'ol'Cil\Chnirmanand CEO Allen Chan SAid, "We are fOl't\I)Jate to 
have been able to captur~ nnd S\1l>l?Q!t invQstment ol>portunitles in 
Chinn's developing forestry sector by looking u~ n lnrge amouut of fibre 
nt COll1pot!tlve prices, TheJlnngxi1l1nstol' Agreement Is SII\Q-li'ol'est'sfiftb, 
long-tol'm, fibre purohase ngreeillent during the postmo years, These five 
agreeillellis cavern totnl plantation area of ovel' Olto Il1illion Metm'Oil in 
fiye of China's most donsely forested p!'o'l'inccs." [Emphasis added], 
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57. According to Sino's 2010 Annual MD&A, as of December 31, 2010, Sino had 

acquired 59,700 ha of plantation trees from Jiangxi Zhonggan rndllstrl~ Development 

Company Limited ("Zhollggan") for DS$269,1 million under tile terms of the mastcr 

~greement. (Ill its Interim report fOl' the seoond qum~or ofZOll, whioh was isaued after the 

Class Period, Sinoc1nims that, as at Juno 30, ZOll, tJus number had Increased to 69,100 ha, 

for a purch~se price 0:(,I1S$309,6 mi1llo:ti), 

58, Howoyer, as w~s known to Sino, Chm), and Horsley, Sino's plantatIon acquisitions 

tlll'ough Zhongge:n ate :faJ: smaller thau Sino has claimed, 

59. In August 2011, a supervisor ofilio Forestry BUJ'e~u of Nan chang, the oapitol of 

Jiangxi Province, affirmed that he had neyer hem:d of Zhoi,ggan. In that same month, the 

Jiangxi Foresli.'Y Bweav, which has JurIsdiction OYeI' the PNVUtce of Jhmgxi, was able to 

oonfum only that Zhonggan had rented the land use rlghts of 3;333 ha f)'om !ocalf=ers, 

60. Zhonggan's offices belie the pUlJlorted scope and nature of Zhonggan's busIness, 

DUling a visit to .Zhonggan's offioes in August ZOI1, no personnd were present dUl'ing 

business hours, there was no signage out!lide the offtce, and there was a CCTV camera and a 
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6), Zhonggall was fOl;1l1.ed it! JanulU'i2Q08, only IS mon.ths befole agreeing to sol1 to 

Sino's Bubsldiary up to 300,000 ha ofplanMlon forest. Moreover, wh~lllt was established, 

ZhonggM was oapitalized with. a mere ¥5 mllllon, 

62. ,fu'espccflve 'of tho 1l:Uo extent of Zhonggan's transaotions in Jiangxi loreau'y 
plm)tatio)l.s, Sino failed to disclose, in yiolation ofGAAP, that Zhollggan was a related parly 

of Sino, More prutioulru:ly, acoording to AIC reoQrds, the legal repl'osentative ofZhonggm,ls 

Lam Hong ehiu, who is an e)(6outlve vice preside11t of Sino,Ls.m Hong Chiu is also a direotor 



and !\ 50% shareholder of China Square IndustrIal LImited, a BV!. oorporation which, 

according to Ale reoords, owns 80% of tho equity of Zhonggem, 

Misrepre$Blltailons Regardllig Relate!/ Par'/les other Ina'l ZltOllggalt 

63, OnJl1uuary )2, 201 0, Sino issued a press release In whlohltannounoed:tllc aoquisition 

by one onts Wholly-owned subsidiaries ofHomix Limited ("Romlx"), whioh it desodbed as 

a 48 oompany engaged in research and devdopment and manufactming of engineered-wood 

pl'Odnots in China, fot a.t\ aggl'egate amo'Unt .ofUS$7.1 million, That press release stated: 

HOMIX has an R&D labol'atO!,), and two engineered-wood pl'oduction 
opel~tions based In G~angzho\l and Jlal1gsu Provinoes, caveling eastern and 
sOllthem China woo d product markets. The oOlhpany has develop ed a number 
of new teohnologies with patent rights, specifically suitable for domestio 
pla1!tation logs inoluctlng poplill' and euoal)'JJtus speoles. HOMIX speclalizes 
In ourlng, drylng and dyeing methods £01' engineered wood anu has the know­
how to produoe recomposed wood products and iarnhlated veneer l\uubel" 
Reoomposed wood technology is considered!o been.vlrofUllenHdendly and 
vetsatlle as It 'Uses fibre from forost pll\\ltatlons, reoyoled wood and/or wood 
re.sldue. This reduces the traditional use of lal'ge·diarnetel'trees from natural 
forests, There is gt'owil1g demand for l'6oomposed wood teohnology as it 
l'ei;Juces oostforraw material whilelnoreases the utlllzation. andsustalnable'Use 
of plantation fibre for the produotion o~fur!lltme a.t\d interiorlextedor bulldlng 
mate1'lals, 

Mr. Allen Chan, Sino-Forest's Chalrmal! & CEO, said,"As we oontinue to 
l'IUl1J,) up om replanting programme with Improvedeuoalyplus speoies, it is 
important for. Sino·Fot'est to contlnue investing in the l'oseru:oh and 
development that maximizes allllBpects of the forest produot Il1lpply ohain, 
Modernization /\l1d improved produotivity of the wood prooessing industry In 
China is also neoessary gtventhe OO\lntl'y's ohronio wood fibre deficit, 
lnoreased 'Use ofteohnology Impl'oves operation effioienoy, andmmdmizes and 
broadens the use of domestio plantation wood, whioh )'educe~ the need fot' 
logging domestlo nai1ttsi fQrests and f01' hnportlng logs from strained tropical 
forests, HOMIXhas signifiol\\\ttechnologlosl cspabllities in eng1neol'od-wood 
processing," 
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:Mr. ChlUl added, "By acqulrIng BO!0IX, we int~nd to use slx"Y61>r euoalyptus 
fibrelnstead of3 O·Yel>r tree fibre:!l'omothel' species to pL'oduce qui'llity lumber 
using reoomposed technology. We believe that this will help preserve natural 
fOI'~ts M well as improve the demand for 8.\ld plicingof O\ll' planted eUoi'llyptua 
treeslU 

64, Sino's 2009 Annual Audited FinlUld~l Statements, Ql/2010 Uns\\d!teo Interllu 

Financial Statem611ts, 2010 Annual AudIted Financ!al Statements, the MD&Asrelated to each 

oftheaforementloned ilnanoial statements, and Sino 1 s AWe fol' 2009 and 2010, each disoussed 

the aoq,ulsitlon of Homlx, bllt nowhere disolosed that Homix was in £e.ot a party related to 

Sino, 

65, More partio\ut\.\'ly, Bua Chen, a Seluor Vioe President, Administ1'~iion & Finance, of 

Sino ih the.PRC, fll\d who joined Sino in 2002, is a30% shareholdel' afan operating subsidiary 

ofBomht, Jlangsll Day-aug Wood Co" Ltd, 

66. Pursuant to OAAP, .s!no was requh:ect to provide, among other. thhlgS, 11 description 

of the relationship between the transacting plUiles when dealing with related parties. GAAP 

recognizes that detail on related party tl'llwsaotions is orudal . 

.. .. ,,----61.....--1'-hllsr SiJl0!s-fWhu'<)..(c-disc!cse.that.Homll!;-.was.a.-re)ated-pal'o/-W8S"l\.-v10Jat!olJ,.of_ - ___ '" 

GAAP ,and a misrepresentation . 

. 68. Finally,. Hamix: has no pateut designs registered with the PRO Stat~ Illtelleop.:ml 

Property Office, a fact also not disolosed by Sino at the time of the Homix aoquisition 01' 

subsequently, 
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MWl'epreSelllat/Q1Is Regal,rtlng Sales 0/ Startdlng !flfube; 

69, Every fmancialstatementand MD&A iSS\led clm'lng the Class Period ovel'states SIno's 

saks of standing timber to a materlal degree, and overstates to a materlal degree Sino's 

reported revenues and net income for the poded in qUestion, 

70, Throughout the Class hriod, Sino purported to sell "standing timbel"" As 

pat'ticularized above, suoh ,Ia!as did not occur, or did notocour in a ffill1mer suoh thatxevenue 

could be recorded pursuant to GAAP. 

MisrepresenlatlollS Regarding l'uroMses oj Ji'orestl'y A.sSe/$ 

71. As partioularized above, Sino overstated its aoquJsition offol'estl'y assets n, Y\uu1Elll 

and Jlangxi Pl'ovinces in thl) PRO and in Surinrune. AOool'dingly, Sino's total·assets are 

overstated to a matedal degree in tho lmpugned Doouments in violation of GAAP, and eaoh 

stloh statement of SlnQ' s total assets oonstltuws a misl'epresentation, 

72, In lldditl.o!l, durIng the ClaSB Period, Sino oaused sta\cments to be made that arB 

misrepresentatlons in l",garct to Sino's YunnanPl'ovhwe "assets," namely; 

(~) In a report dated March 15, 2008, filed on SHDAF. on Maroh 31, 2008, Sino: 
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(a) ctiused to be stated ibM it had determined the valuation of the Sino forest assets to 
---". .", .'--'._-' , -"" "-_ .. " 

be 1JS$3,2 bilHotl as at 31 Deoembel' 2007; 

(b) oaused tables and figures regarding Yumlan to be published; 

(0) oaused to be stated that "Standsiu YII!11la)H(!Jlge fl:om 20 ha to 1000 ha," bat "In 

2007 Sino-Fe,es! purchased an ll1'ea ofmixed broadleaf fo!~st In Ywmalll'wvlno0," 

that "Broadleaffol'<lIlts already acquhed in YU!11lIDl are all mature," anel that "Sino­

Forest is embarking on a serlos of forest aoquisitions/expansion efforts in Hunan, 

y UllllfUl and Ouangxi;" and 

(d.) provided a detalledoutlln0 of Sino's Yunnan "llOldlngs" at Appendixes 3 and S; 

i 
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(b) In a report dated April 1 ,2,009 and ftled on SEDAR on Apl'1l2, 2009, Sino oaused to be 

sMed that: 

"[t]he m'ea offorest owned in Y\U1llan has quadrupled from aroulld 10 000 ha 
to almost 40 000 ha over the past year," 

provided figures and tables reglll'ding YU!1l1an, and stated that: 

"S!no-Forest has inareased its holding of broadleaf orops in YU!11lan dtllillg 
2008, with this province oontaining nearly 99% of its broadleahesoulW;" 

(0) In a "B'ine.l Report" dated April 23, 2010, and flied on SEDAR on April 30, 2010, Sino 

caused to be stated that: 

"Guangxi, HtlIlan and YU!11lan are the throo largost provinoes in terms of Sino" 
Forest's holdings, The largest ohange in area by province, both In absolute and 
relative tenns (sio)ll1ls been Y=ml, where the area of foxe~t owned has 
rumost tl'ipled, :f:t'om.·around 39 000 ha to almost 106 000 ha oYe!' the past year," 

provided figures ltIld tables regarding Yunnllll, and staM that: 

"Y=an oontains 106 000 ha, inoluding 85 000 ha Ot' 99% of tho total 
broadleaf fores4" stated that "the three provinees of Guangxi, Runal1 and 
Yuunan togethol' oontaln 391 000 ha or about 80% of the total forest area of 
491 000 hu." and that "[aJlmost 5197% of tile broadleaffol'est is inYll!1l1lt1l," 

and provided a detailed discussion of Sino's Y\llU1an "holdings" at Appendil1es 3 and 4; 

(d) In a "SU!1l1llID')' V aluallon Report" regarding "Ve.luation ofPm'ohased Forest Crops as at 

31 Deoember201O" and dated May 27, 2011, Sino caused to be published tables and figures 

,- ,-,--regaJ!Qmg.:l{,\U')HanraHd.fltat6d-thatl--.. ---.. -~-----..... ---.. ------,-----.... 

"[fjhem(Jjor ohanges in ar~aby speoies f\:Olll Deoembm: 2009 to 201 0 has been 
111 Y\U1llan pine, with aoquisitions in Y\l!11lml and Siohuao provinoes" 

and fum: 

"[a]nruysis of ISlno'sJ inventory data for broadIeat' forest In YU!1l1an, and 
comparisons with an inventory that P~yl')' undertook t11ere ill Z008 supported 
the upwards revision ofp!'l~,es applied to the Y=an broadleaflarge siz~ log," 

and stated that: 

and 

"[tJho yield tE\bk for Y\lP1lan pine ill Yunnan and SlohuEltlprovlnoos was 
derived from data oolleoted in this speoies in these provinoes by POYl'Y durillg 
othel' work;" 
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(e) In a pr~ss release tltl~d "Sunnnary of Sino-Porest'sChlna Porest Asset 2010 Valuation 

Reports" Md whioh was '10lntly prepared by Sino-Forest and Poyry to highlight key findings 

Md outoomesfrom the 201 0 valuation reports," Sino c~used to be reported that the estimated 

ntarket value of Sino's forest assets on the 7.54,816 ha to be approximately US$3.1 billion as 

at December 31, zo 1 O. 

73. Statementsoallsod to be made by Sino regarding the value ofSlno's forestry "assets" 

that were misrepnmentatlons wereincorpol'ated into the 2001 Annual MD&A, the Alnonded 

2007 AnnualMD&A, eaoh of tho Z008 QI, QZ, Q3, Annual Md amended AnnualMD$oAs, 

eaoh ofthe 2009 QI, Q2, Q3 and Annual MD&As, and each ofthe 2010 Ql, Q2 and Q3 

MDMs. 

MfsJ'epresentatloll~ Rsgal'lllllgS/no 's Mar«ins and Ta.xes 

74. Sme never disclosed the true source of its elevated p!efitmarglns and the true nature 

of the tax-I'elated ilsks to whioh it was exposed, as particularized above. TWs omission 

rendered each of the following statements antlsroplesentation: 

(a) Xn. the 2006 Annual Flnanclal SMementll, note 11 [b],"Provlsionfol'taxrelatedliabJities" 

Md' associated text; 

0) In the 2006 AnnualMD&A, the subsection "Pl'Ovisionfol' Tax Related Liabilities" in the 
M ~~ ""_~_''' ___ ~ __ '' 

seotion "Critioal Aooounting Estimates," fIlld assooiated text; 

(e) In the AIF dated Mal'oh 30,2007, the seotlon "EstimatIon of the CompMY's provision for 

inoome and related taxes," and assooiated toxt) 

Cd) In the Ql Md Q2 2007 Financial Statements, note 5 "Provision for Tax Related 

Liabilities," and associated text; 

(e) Xn th\l Q3 2097 Finanoial Statements, Itote 6 "Provision for Tax Related Liabilities," and 

associated text; 

(f) Xn. the 2007 Annual FinMoial Statements, note 13 [bJ "Provision fo!tax related liabilities," 

and assooiate(t text) 
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(g) In the 2007 AI1nllal MD'&Aand Amended 2007 AunualMD&A, the sllbSectioll "Pl'ovl~ion 

for Tax Related Liabilities" in th~ seotion "Critical Acoounting Bstimates," and associated 

text; 

(h) In the All' dated Maroh 28,2008, the s~otlon "Estimation of the CO!']loration's provision 

for Inoome and l~lated taxes," and assooiated text; 

(I) In the Ql, Q2 and Q3 2008 Finanoial Statements, note 12 "ProYlsion for Tax Rolated 

Liabilities," and assooiated telft; 

0) In the Ql, Q2 and Q3 2008 MD&As, tbesnbseotion "Proyision for Tax Related LiabilIties" 

in the seotion "Crltloal Aooounting Estimates," and associated text; , ' 

(19 In the 2008 Aunual Finanoial Statements, note 13 [d] "Pl'ovision fOI'tax I'elated HablHt.t0$," 

and assODiated text; 

(1) III the 2008 Annual MD&A and Mllonded 2008 Aunnal MD&A, the subseotion "!'rovision 

for Tax Related Liabllitles" ill, the section "Critioal Acoounting Bstimates,"and associated 

text, 

(m) In 'the AIF dated Ma)'oh 31, 2009, the seotion "We maybe liable fot income and related 

taKes to Qur buelnesa rmd operations, p!11tioularly our BVr Subsidiaries, in !1111ounts greater 

than the amounts we have estiIl1ated and fOI' whioh we have provISioned," and assooiated text, 

(n) In the Ql, Q2 a,nd Q3 2009 Finflnolal Statemenl$, hote 13 "Provision fO!' Tax Related 

Liabllltles," and associated text, _. _____ _ 

(0) Inlhe Q 1, Q2 and QS 2009 MD&As, the subseotion "ProvislonfOl'TaxRelated Liabilities" 

in the seotion "Crltioal A~counting Estimates," and associated text; 

(P) In the 2009 An!lllal Finanoial StM~ments, notelS (0) "PrOVision foxtwc rdawd liabilities," 

and associai~d text, 

. (q) In the 2009 AI1n~a1 MD&A, the subseotiol1 "Fwl'lsiOl, for Tax Related Liabilities" III the 

seotion "Critical Aooowlt!ng Estimates," and associated text; 

(x) In the AIF dat~d Mai'ch 31,2010; tK& seotion "We 'may be liable for inoome and (elated 

taxes to oU.\' bllsiness and opel'ations, particularly our BVl SubsidJa!'!es, in amounts great~r 

than tho amounts we havo estimat<)d and for which we have provisioned," and ~ssooiuM text; 
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(8) In fue Ql and Q2 2010 Finanoial Statements, note 14 "Provision fat T~); RelMed 

L!abHitles," and associated text; 

(I) In the Q1 and Q2 2010 MD&:As, the subseotion "Provision for Tax Related Liabilities" in 

the seotion "Critioal Aocounting Estimates," and assooiated text; 

(u) In thl;> Q3 2010 Finanoial Statements, note 14 "Provision and ContingencIes for Tax 

Related Llabllitks," !\l\d assooiated text; and 

(v) In the Q32010 MD8?As, the subsectlon "):'1'01is;on!\l\d Contingenoies for Tax Related 

Liabllitles" in the seotlon "Critical Aoco1.lllting Estimates." Md assooiated text; 

(w) In fue ZOI 0 Annual Financial Statements,note 18 "1>1'01\810n and Oontingenoies fo, Tax 

Related Liabl1!tles," and associated le);t, 

(x) Xn the 2010 Annual MD&A, the subsectlon "ProvisiollWd Contingenoies for Tax Related 

LiablJities" in the seotion "enticel Aooounting EBtimates," and associated text! and 

(y) III the. AlP dated March 31, 2011. the seotion "We may be ll~ble for inoome wd related 

taxes to our business and operations, pmloularly our BV) Subsidiaries, in amo1.lllts greater 

than the am01.lllts we have estimated and fo!'whieh we havd previsioned," and assoolated text, 

75, In ever;! Impugned Dooument that is a finanoial statement, the line item "Aooounts 

payable and aoomed lIabll!ties" and associated figures on the Consolidated Ballmce Sheets 

falls to properly aocount for ~!no' s tax aocruals ru;:Us a !].llsr~r1e~~lltatiQ!~" __ "_" __ ' __ '" ,,_ .. , , 

CEO AND Cll'O JlALSE CER'l'IFWATWNS 

76, pursullUt to Nationallnslt'Wllellt 52 .. 109, the defendants Chan, as CBO, and Horsley, 

as CFO, wererequh'ed atthematedal tImes to certif'ySino's annual andquartedyMD&As and 

Finanoial Statements as well as theAlFs (and allibcumellts incolpOl'ated into tb,eAIFs), Slloh 

oel'llfioatlons included statements fuat tho filings "do not oon..tain any untrm statementofa 

matelial fact or omit to state a matedal fact required to be stated orthat.!s necessary to make 

a statement not misleading in Hghtoftho oiroumstal10es under which it Wail made" and that the 

reports "faIrly present in all matel1s1 respects fue finanoial oondltion, results of operations and 

oash flows of the lssu~!'," 
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77. As partioularlzed elsewhere herein, however, the Impugned Doouments contalned the 

Representation, which was false, as well M the other misrepresentations aUeged above. 

Accol'dlngly, the oertlflClltions given by Chlln and Horsley were false md were themselves 

misrepresentations, Chl¥l md Horsley made suoh false oel'tific&tions knowJngly or, at a 

minimum, recklessly. 

TBE TRUTH IS REVEALED 

78, On. June 2,2011, Muddy Waters Issued its initial repolt on Sino, and stated ill !JEll'! 

thel'Gin: 

Sin.o-Forest Corp lYSE: TRE)ls the granddaddy of ChlnaRTO frauds, It has 
always baen a fta~d - reporting exoellent l'es\llts from OllO of Its early jOlll! 
v~ntures - even though, beoallse of TRE'a dofanlt on its jnv~stment 
obllgations, the JV nevor went into operation, TRE Just lied. 

The foundation·ofTRE's fr@d Is !\ QOl1voluted sl1'l1otwe whereby It olaims to 
1'Ull most oflts revenues thl'ough "authorIzed lntermedlades" ("AI"), Ala al'~ 
supposedlytimbertlader oustomers Who purportedly pay lIluohofTRE' s value 
added Md Inoome tllXes, At the same time, these Ala allow TRE a gl'oss 
1tlfU'gin of55% on:stelldlngtimbermerely:tor TRE having speoulated all. t'eas, 

The soleptll'poae of this struoture lsto fabrioate sales transactlollll wh:llehaving 
M exouse for not having the VAT invoioes that are the ln~iMtay of China audit 
1'11>;;](, U'TRE really w~re j)l'ooessipg over one billion dollars in sales tlu'ougb 

".----. ,---Ajs,kRlil-Md-th0-AI£-W011!d-b0-i,n-gel'10\lS-legal-tl01l~I(h..N0-1Ggi,t~mate-JlubLi0----... -.-- ..... 
cQrnpmy would takQ suoh !'leks - pmi:ioulm:ly beCa\lSe this stnM11re hM Z\>lO 

upside, 

[, .. ] 

On. ihe other side of the books, 'TRE m~ssively exaggerates Its assets, TIll 
slglJifloftlltly falsifies its investments in plantation fiber (trees). It VUl'potts to 
have purohased $2,8911)111ioll in stoodlng timber under master agreements 
sinoe :1006 

[ .. ,J 

Valuation Beoause TIll has $2,1 billIon in debt outstanding, whioh we believe 
exoeeds the potentiall'eoovery, we value its equity atless than $1 ,00 per share, 

181 



79, Muddy Waters also disclosed in its lnitlall'eportthat Sino hadfuiled to disclose vadous 

related p!\1't)' transactiolls, including Its dealings with JlilIlgxl Zhonggan Industrial 

Development Co~patly Ltd, 

80, After Muddy W ~ters' initial report beOilID6 public, Sino shares full to $14.46, at which 

point trading was halted (0 decline ofZO,6% from the pre-disclosure olose ot $18,21), When 

trading was allowed to resume the next day, Sino's shlltes fell to a close of$5,23 (a decline 

of7L3% from June 1), 

81, On June 3, 2Dl1, Sino announced the formation of ru, "Independont Oommittee," 

comprised of WilliIUU E, Ardell (Ohair), James p, Bowland and Jw:nes M,B, Hyde, to 

investigate Muddy Waters' alle$ationsaod report to Sino's Board In fu<l! regal'd, 

82, On June 14, SIno issued is Q1 ZOll FinlUloial Statements, Those finanoial statements 

oontained the followlngnotlee: 

Notice of no audi.tol' re'l'iew of the condensed interim consolidated 
financial smteillents, ' 
The aooompanying unaudited oondensed iuterim consol[dated finanol~l 
~tatements (ilJe "Intel'liu Finanolal Statements") have not been l'eviewed by the 
Company's.extolnal auilltol'S,On June 2, 2011, Muddy Waters, LLC issued a 

,----" '·'---,rep01t-(1he.!!Repol!t11.)-eeaialrull$-'I'al'ieus-al:legai\$!1.S-!egarillftg-1he-G~)l1pllll)',-,--- - -­
its assets, opel'ationsand fllli1llolal results, As a result of suoh repo;i, on June 
2,2011, the Board of Directors of the Compl\1lY appointed a committe~ of 
Independent directors (ilJe "Independent Committee") to thoroughly examino 
and re'l'iew ,the allegations oontalned In the Report, and 1:eport back to the 
Board.o:fDJre~tors, The fudependent Committee has l'et~lned independent legal 
oounselln Oanada, Hong Kong and China all well as independent aooounting 
J'b:m PrloewateI11ouse Coopers LLP to assist with the examination, The 
Company's oxtomal auditors were initially eng~ged to conduot erevlew oflhe 
aooompl\1lYlng Interim FinancIal Statements In aooordanoe with Canadian 
standl1\'ds for the auditor teview of interim fUlanoial statements, The 
Company's audllol'S have advised thatilJey !\1'e unable to complete a l'eview of 
these finanoial statements until the oomplotlol1ofilJe examination and review 
by the llldependent Committee and the audltol's' oonside!'ation of the results 
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thereof. The Board .of Directors and management beHove that, baaed on 
infonnation currently ~vailable 10 them, thelntelim Financial Statements Were 
oompiled in accordance with International Finanoial Reporting Standards 
(''lFRS'') and fmrly del,)ict the fmanoial Donditicn and I'Bsu1ts of operations of 
the Oompany, However, in the even! tbat tbe allegations set Ibrth in tho Report 
proye to be acem'ate, in whole 01' In part, the Infol'1llatlon set forth in the 
Interim Fin~noial Statements may differ n1aterially and the lntedm Financial 
Statements oould be subjeot to restatement. As a 1'o$\llt, readers shomd elr.erolse 
caution in l~vlewing such :flnanci~l st~tements, See Note 2,1 of the Interim 
Finanoial Statements, 

83. That same day, Sino held its Ql 2011 Eal'llings Call. On that 'oall, Al'Mll stated that 

"partiouJal'leference wasmadeto anumbel'ofthe dlreotol~ that thls Is an opportunity fo~them 

to be in and buying signifloantamounts of shares to demonstrate strong beltefin the oompa:ny, 

And 1 can a~8ilre you (!wl ifwe fwd ilIe cltolce, we ceNlti1rly would !II tlliutage" (emphasis 

added), Ardell thercby oo11i1rmed that he had prejudged tho outoome of his committee's 

investigation, and that his committee was not independent, 

84, On SatQl'day June 18 and Sunday June 19, :4011, the Globe published an In-depth , 
Investigative i'oport on Sino, 

85. The June 18 i1rti6!e, tit1ed "Key partner oasts doubt on 8iM·Forest claim," read, in 

material pm't: 
_----... ... . -.---... -----... -~.,,- ........ -.----~--.-. 

Embattled Sino-l1omst Corp" onoe Canada's biggeat publloly-traded timber 
oompany, apperucs to h~ye substantially overstated the slz~ and value of its 
fOl'eslry holdings in China'S Yunnan proYinoe,acoorillng to figures provided 
by senior forestly oHMals and a key business partner there. 

During two weeks of on·the-gmund l'epOlti.:ng that Inoluded .interviews with 
Chinese government offioials, forestl'Y experts, local bUsil1ess opexators and 
brokers, The Globe and Mool unoovered a .nUmbN' of glruclng hlconsistencles 
lhatralse doubts·aboutthe company's publio sMements regardhlg the value of 
1he assets that lie at the oentre of the oom;pany's oore business of buying and 
selling Chinese ilmber l'ights, 

[ .. ,J 
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The 'Globe's investIgation ralses partioulro'ly h(jfd questIons about a key 
agreement in Match, 2007, that Slno-Porest says gave It the right to buy timber 
rIghts for up to 200,000 hoctares afforest in Yunnan ovora lO"yeru' pedod for 
between $700·mlllion (U,S,) and $L4·billion, The trees were to be bought 
through a. 8m'les of ag!'eements with an entilyoal1ed Gellgma Daillnd Wa 
Tribes Autonomo\\s ReglonForestry 00. Ltd" alsoknoWll as GengmaForeslry, 

The oompany says lthas fulfilled virtually all of the agl'oemel;lt with Gengma 
a),d now owns more than 200;000 hectru'e8 in Y\lllnan, 

But offioials wltb. Oengma Forestry, inoluding the chainuan, dispute the 
oompl1llY's account of the deal, telling The Globo md Mail that the actual 
numbers are much smaller, 

Xie Hongting, the chairman of Gengma Forest!')', .said )1\ 1l1l1llterview that the 
transaotions of\n1ed out so far by Slno-Fol'est amoullted to less than 14,000 
heotares, 

Askedhowmanydeals Gengmahad oOllducted with Sino-Forest, Mr, Xle said: 
"I've told you that we sold them a.lmost :1.00,000 mu," (Mu is a Chinese unit 
of land meaSUfemOllt; 15 mu equals one .heotar0,) Mr, Xie's aOOO1li1t 
oorroborates the nssertions ofseniorfOl'estry offio!als in the pl'ovlnce, Spealdng 
on oOllditionofallOnymlty, these offioials ohallenged the oOlnpany' s statements 
thatit oontrols more than :200,000 hectal'osofYIllUlan trees, and said they are 
1101'1 investigating, 

[ .. ,J 

- . ···"-''''---nWhlTrTII7e ""G-'en"'lPl1~a ""Fo"'ro'"', s=try o1l'f6liilliquesl:f'o'ilSfno-Forestly"saooejuli! of the 200j""--'"'' -.-.. , 
deal, local land brokel's sald it wowd b~ diffioult to find 200,000 heotares of 
quality land leases to oomplete that agreement, 

[ .. ,J 

Sedor foresity offiCials in the province challenged the oompeny's assertion 
that it oontl'Qls about 200,000 heotares of forest ill the region. Spoa.l<.ing on 
condition they not be .identl:fled, they sald their records showed SinO-Forest 
mmlages:t\u: less thllllthat rold said the YtU')ll.an Foresity B\ll'oau would begin 
atdnvestigation aimed at det.ermining the oompany's tl'l10 holdings, In addition 
to the questions about Sino"Fol'est's dlsojoslll'es on the size of its holdings, 
futestry officials, as well as local timber brokers who spoke to The Globe 
rajsedquestions !¢lWdingthe value Si!1o'Fo~estattt'lbuteBto Its ¥unl1all assets, 
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"If's ver)' lJard for anyone to sa)' what the vall1e of their property Is," sald Dna 
forestr), official, adding that forested land in YUDUIlll lleeded to be evaluated 
by a spedal body jointly appointed by the Forestry BUl'eW-llllld the Ministry of 
Flnanoe. Sino-Forest has not requested suoh an official valuation of its Illlld, 
he sald. "(The valuation) must have two ohops (offichil seals) andtwo forestry 
resource evaluation experts and two licensed evaluators .... Ewn I ollll'tJust 
go thel~ and give it a value." 

[ ... J 

86. TheJ\IM 19 article, titled "On the trail of the truth behlnd Slno"Forest," stated in pmi: 

The deepenIng mystery su\·to1.)llding CMadian limbe!' ooroPMY Sino-Forest 
CO!'jl, leads to the reg!oueU oapital of KUl1!lIlng in China's Yunnan province 
and dOWll HuashM West Road- to an add,l'.ess that doesn't exist. 

That address, No. 125 " 1;2.9 HuashM West Rd., isl!st<>d as the offioe of a 
forestry company that 801'(11,000 hectlll'es of timber in Yunnan province to a 
Sino-Forest subsidiary in March. Butthe odd"numbered side ofHuashM West 
Road ends at 81. 

Flnding the buyer, the Sino-Porest subsidhuy, proves almost as elusive. The 
office is iu a white tlll'ee"storey building with a green Slno·Panel sign on Btl! 
red Road on the !lonham edge of LInoang, the administrative oentre of·the 
l'egion's foremry industry. But \t'$ empty. . 

The cmious trll.l1saotione totaling $6-million and hlked on March 7 between a 
SinO-Forest subsldl!Uy with M empty office and aselkr wIth no addJ;ess 
highlight the bigger questtOlls surrounding Sino,Forest's dealings in southern .-.... _--._ .. 
China, Trying to penelrate·Sino-l'orest's oompJioated business in Yunnan can 
be like trying to spot the S1.)ll tlll'OUgh the thiok forests of oak, biroh, pine md 
othe~ tJmber that oa!'jlet the mountains in this sprawling region along China's 
border with My(Ulffi!U', 

[ ... ] 
Senior ibl'llstry bureauorats also told The Globe Md Mall that there's no 
official vahlation of Sh\O~Forest'a properties, since the compmy has never 
applied to have an evaluation eonduoted bylhe iocal government, The Yunnan 
Forasu'}' Bureauhas slnoe launched an investigation into the ooroPMY' s olaims, 

[. "J 
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Two weeks of travelling by ON' and plane to vIsit Sino-Porest offices, 
pl'opetties and partners in Yunnan, HuulUl and Beijing -lUld !ntetvlews \11th 
forestry officIals, Industry expects and localr'esidents -led "to as ntlUlY new 
questions as answers, 

In the sedes of dellls Inked on Mall)h 7, the buyer was l)smed as Sino·Panel 
(Yunnan) Forestry Co., the local affiliate of Slno-Fot'ost, and the sellor was 
listed as YUlll1an ShuoxulUl Forestry Co. Ltd, ofHuashan West Road, 

No one on Huashan West Road recalls a forestry oompany ever having IUl 
offioe In the area. "lfthere was a company like this on Huashan West Road, I 
would know about It," said a mentber ,0£ the neighbourhood committee (a 
hyporlooall\l1.d usually omniscient al':rn of ti16 :rullng Co:rnnttmisi Pmi)') that Is 
responsible for tho slroot. 

At the same time, neighbours say the office ofSino·PlUlelon,BIll Ttci Road sat 
6rnplyuntil Thursday, JUlle 2 -hours before Muddy Water's released the report 
that rooked investor con:(1dence In, Sino-Forest Imd sent its share pice 
splrallmg dOW11.w&ds, Then a moving van N'l'ived at the Iong-va¢lUlt buUding 
and began unloading desks, chairs, pOWer bars and Intel11et oables. A week 
later, however, there was still no evldenoe of anyone worklng the!'e, other thlUl 
a squashed cigarette butt and a cRulklnggun that Jeyon the dirty tiie floor mnld 
the bare workstations, 

"We wouldn't have notloed, but (on June 2) my Olll'wes blockIng'ihemovmg 
van (and had to be moved). Befotethat, the buJldlngwas empty," said WuJie, 
manager of the l'egional office of Fanhua Porestry Investm.ents Development 
Co., which sits beside a massage parlour and an Englishtraining oelltre aoross 
\lio stl'eetil:om the deserted Sino-Panel building, '-'-'-'~--'-"-"-' -",--,,-.. , 

[",] 

87, 11t thn latter arllcre, the Globe also discussed Sino's failure to disclose oertain related 

pru.iy transactions. 

88, On June 20, /lOll, Muddy Waters released a follow-up report, "The Ties that Blind, 

Part 1: Hmuhua Yuda," whioh !J!'ovided further detall on Sino's undisclosed li:ansactions with 

related parties Huaih11a Yuda and Sonic Jita. 
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89. When. the ma~'ket closed on Jun~ 20, 2011, Sino's shares traded at $2.73 (a deollne of 

85% from June 1, 2011). 

90, After the close of J.J.1<IJ:kets on June 20, 2011, it walJrevealed that oerWn entitles 

affiliated with PaWSDn & Co" whioh had been. Sill9'S largest shal'eholder, had sDld all of Its 

hoIaings and thereby realized a loss, on. a marMo-market basis, In. exoess of $560-milllon, 

Only five days earlier, Horsley had sought to reassure inyesto~'s, saying "I've spoken to 

[l?aulson& Co,] and they are very sUPPoltlve." 

91. The next day; Sino shares olosed at $1,99 a deollne of$16,2Z or 89% from their closing 

pdoe on June 1, 2011, 

92, On July 14, 20! 1, Fitoh Ratings wlthdrew Its ratings of Sino's debt securities, stating: 

l'itoh Ratings has withdJ'aWil Siuo"FOl'8St COl'pOl'ation's (Sino-Forest) Foreign. 
Curl'~ncylssuer DetllultRating and senlorunseoured debh'atillgof'BB"' . The 
l'atings wore all Negative Watch at the point of withdrawal, Fitoh h~s 
withdra'i'lll the ratings as it is Mable to QbMn 5ufti.9!ent information to 
malntirlnthem, 

[",J 

... --.... - ... ----£lnGl)..plaoi!lg..Sh1.0-F0v~st_on-N~gatl¥¢-Watoh-Qn-20-Jllt1.e-20i-l.,-l1itch-.had--.~- .. -.- ... 
l'eqnestod from the oomplI11Y a more frequent and regulw updateot'lts offshore 
oash balanoes, as well.as updates on management's progress/intentions with 
rogruxl to the futuJ:e onshOl'e!offshore stmoture of tllebusmess, Fitllh viewed 
this 'information ~s o!it!calto lnOnltOling the position ofSlno~ForestoffBho!e 
oredltors, partloularly given that undel' the elment bllshless stmctUl'O offshore 
(1)1i~ors are unable to directly aooess the oompany's onshore cash flows, 
Maltagemeltt TIM Ill/ormed Fitchlflal the com pall) is 1II1wllUIIgio provide 
anyj'llfl/ler llljormalion until the Committee ofJndependentBoar(i Members 
-which was formed to invQstigatethe anegatjonsmade 1))' Muddy Waters LLC 
-pu1)l!shes' its findings, The oompany has 110t provided a date i'O!' the 
publioation, .1!'lIcft does fff)toolllddel'tltese aolions commensrtl'lIte with being 
able to malnlaln tlte r«tlT/gfor investors. 
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Fitch wJll no longer provide ratings 0)' analytical coverage of this l~st\er. 
[EmphfJ./lls a4ded.) 

93. At the olose oftnding on August 25, 2011, Sino's shares tmded at $4,81 per share, 

Sholtly'pr!ol'to thiI ooltllllenoement of trading on August 26, 2011, tne OSC issued a cease­

trade order in relation to Slno's sec\U1t!es, and also took the unpr~cedel1ted atep of ordering, 

without a hearing, that Chan and vroious other Sino officel's resign. 

94. In its ordol', the asc stated that in part: 

[ .•. J 

3. Albert Ip ("Ip") Is the Senio!' Vice President Development and Operations 
NOlth- East Md S01\th .. Wes\ China of Sino-Fo)'e~t; 

4. Alil:ed c:r. Hung ("Hung") Is Vice-President Corporate Planning and 
l3anldng of Sino-POlest; 

5. George Ho ("Ho") is Viae·PreSident Finance of Sino-Forest; 

6. Simon Yeung("Y ~U[!g") i~ Vice Preslclent - Opemil,on within the Operation 
/ .Pro)o('( MMagement grauJ? of Sino-Pane) (Asia) Ina., a S1lbsldiaty of Sino­
Forest ~'Ye\111g"); 

7. Since 2003, Sino-FOI'asthas ralsed approximately $2.986 billion from publio 
.--·-- ... ·-.-----in:villiil.).l.ell\--an~/o) ... d0bt-seoul'lths~l~s\l~s..,f11~lud·IJlg-fo\1r-pub110-of,i'el'11\g£-." ... --.-.. --. 

between 2004 and 2009 whloh approximately l'aised$l.os billion; 

8. 'SIno-Forest has over 150 subsldlroies, tne 111a,J011ty ofwhioh.I\1'01'egistered 
in tne l3dtlsh VirginTslanda and PeOJ?l¢s Republic of China ("PRO"); 

9. Slno-POI'eat's operations are predominately III tllePRC Md Its management 
has offices lnHong Kong primarily and alsoln tllo PRO and Ontailoj 

10, Staff oftn(;} Commission is o011dll.oting M investigation Into theaotivitles 
and business of Sino-Forest and its subsldlarks and theirmanagolllentj 

'! 1. The fndepondont CQmmittee of Sino·Porest has ruso been oonduotlllg an 
Investigation into the sotivitiesanQ business ofSino·Fol'Osl 11l1d its sub~idiarlos 
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and their management, As a result, Sino·JlQI~ost has l'ecently suspended Ho, 
Hung, and Yeung temponuily and ourtailed Ip's dLltieg·and responsibilities, 

12, SlnoeForcst, through its subsldiarles, ap~ears to have engaged in signifioant 
nonlU'lll's iength transactlons which may have bool! oontrary to Ontario 
soomftics laws mld tho publlo intelest; 

13, Sino"FOl'cst mld oCl'Wn of its officers and directors appear to have 
miSl'opresented some of its revenue and/or eJ(a~ge!'ated some of its timber 
holdings by providil1gimormation to the publio in documents required to be 
filed·orfumished u'uder Ontario securities laws which m~)' have been false or 
misleading!n a lnaterlal respeotoonttary to section 122 or 126,2 onhe Aot and 
contrary to the publio interestl 

(4, Sino-Forest alldoertrun ofitsofflcers lind d!reotol'S including Chan appear 
to be engaging 01 plUtioipating ill aots, practioes 01' aoourse or oonduot l'elated 
to iw securities whioh it and/ol' ihey know ·01 reasonably ought to know 
perpetuate a ft'aud on allypersOIl or company contrary to section 126,1 of the 
Act and oonlraryto the public interest .. , 

95. Sewral hOU1~ 1m!', the OSO rescinded its order that Ohan and the other Sino offioers 

referenced ill the p)'ecediilg paragraph resign, but maintained its cesse.tl:ade order, 

96, On August 2S, 2011, Sino alUlo1111ced that Chan had !'~signed "vol1Jlltm'lly":fl'om the 

positions of Sino's CEO and Bom'd Cushman and as a member of the Siuo Board, 

(6) lite J'taillllf!'s oallses oj action 

Negligent Mlsrepl'eslmlaliOlI 

97, As agrullst aU Defendants, and on behalfoi allClula Membel's, the Plaintiffplead8 

negUgent miSl'epresontation, In snpport oftha! cause ofaation, the sole misrepresentation that 

the Plaintiff pleads is the Representation, Th~ Plaintiff does not viend any other 

misrepresenmtion in support of their llogligent misrepresentation claim, 

189 



98, TheRepl'esentatlon Is oontained m the phrase "[ e]xoept where otherwise indlcated, all 

finanoial infol'11lation refleoted herein is determined on the basis of Canadian generally 

aco.pted acoountlng pdnoiples ("ClAAP")." This phrase appea:t'sln the every annual and 

qUa:t'tel'1y MD&A that Is Bnlmpugned Document, Sino and thelndivldual Defendants maOe 

this statement o~ oaused it to be made, 

99. The Representation 18al80 oontailled in the phrase "!t]he oonsolidated financial 

statements ofSlno-Forestcolporation (the "Company") have been prepared [",lin acoordanoe 

with dan~dian generally aooepted aooowtlngpdtlolples," This phrase appears in every 

Audited AnJlual FinanCial Statementihatis an Impugned Dooument. Every Interim Finrmoia! 

Statetuelltthat is an Impugned Dooument inoorpora\ed by reference that section of the relevl'U1t 

Audited Annual Finl!l1ciru Statmnet,t wllioh contained that pruase, Sino ftl1d the IndlYldual 

Defendants made this statement, approved It or caused it to be made. 

100. Tho Representation is also contained iIl "!he phrase "[tJh. consolidated fins.nclal 

statements contained in this Ann~al Rep.Q!thave beell)?re,parod by managcmcntinMooJ'dance 

with Canadian generally Moepted aooowting principles," This phrase appears in 6Vfil'Y 

Audited Annlml Fin(\j]<')iaJ Statement thatis aulrn.puglledDocumcn!. That statement was made 

by Sino, Chan 6Ild Horsley hi the "Management's Repolt." ......... ........, ........ ,,_, .• _>-........ _____ ._w, ... ~.,..,~~"'""~.""" ........ " ... _~"" "',M'_,,_--.,. _ .'''' 

1 01. The Representation isoontflined m the pruase "[wlepl'epare OIU' financial statements . 
in aoooraance with Canadian GAAP" found in tho A1Fsfiled 011 MlU'oh 31, 2009 and 2010, 

rhe Representation is also contflined in the plu:aBe "[pJrlor to January 1, ZOll, we have 

prepared our finanoial stateme)lts in acoordance with ClUladlan GAAJ"" fowd in the AlP filed 

on March 31, .2011. The lmpugtleo Doouments that EifC ManagcIDent Information Circ\\!ars 

inOOlpOl'ated the most reoent AlF, Annual MD&A and kmual Flnanoia! Statements by 

ref'ereX\Cll and thus the Representation, Sino and the Ind!v!c1ua! DefeX\dants IDadc tl,esc 

statements, approvedlt, and c4used t1wm to be m~de, 
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102, The Representation is further oontained in the pmuse "[t]he Corpolation pl'epares its 

j'inanc!Mstatements in 1\0001'dm106 with Canadian GAAP" found In the Pl'OSpeot1.1ses. Sino I'Il1d 

the Individual Defendants made this statement, approved it, and oa\lsed it to be made, The 

Representation is oontained in the phrase "[l]n om opinion, these oonsolidated finMclal 

statemoms present fail'1:y, in all mated.al respeots, the fil1Moial position of the Company as at 

December 31, [years vary betwem doouments] and the resllltsof its operations and its oMh 

flows fOl theyear[s]. then ended in acoordMoe wIth CMadian genel'ally accepted accQunting 

pdnciples," made byE&Y in ever)' Audited Annu~1 Financial Statement that is enlmpugned 

Dooum,ent. 

103. The ReJ.lrcs~ntation was \Ultrue: the !nrpugned Doolllnents violated OMP 'by, among 

other things, overstating to a material dOglee Sino's ~evenucs, .!let inoome and assets, falling 

to disclose changes in aocounting polioies, understating Sino's tax aooruals, and Mllng to 

disclose related pru:ty transactions. 

104. The rmpugned Doolllnonts were prepared for thepurpose·ofattract!llg investment ru,d 

induoing members of the investing public to pllJ!ohase Sino seCUlities, Md aU of the 

Defendants Imew at all mal.da! times that those dooumppts had been prepared for that 

j __ ,,_. __ ml!P2.~J~atthe ,9lflss Membe~~::you[d r.:izE:~HOl1abJy ang to the~E.2.~1£i.t:~n.tupO~_!:::£r:.. _". __ ,. 

doo\lments lll·maldng the declsionto purchase Sino seoU1:lttos. 

10$. The Defendants wilier knew that the information oontained in the hnpugned 

DOClunents would be inoolporatod into the price of Sino's jJublicly waded seourities s\lehthat 

the tradll1g pl'loeofthose seomitIes would at ali timeS refleot the infonnation contained ill the 

IJnpugnod DocumMts, 
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106. By virtue of their purported aooounting, finanoial, and managerial aoumen, the 

Defendants had !ldut)' at oommon law, lnfOl'!t\ed by the Seourities Legislation, to exercise Cal'e 

and diligenoe to ensure that the Impugned Doouments fairiy and aocuratoly c\isolosed Sino's 

fInancial condition and perfollllance in aooordanoo with GAAl'. 

107. The DefendlUlts or some oflhom breaohed that duty by making the Representation as 

partioularized above. 

108. The Plaintiff and the other Class Members direotly or indireotly relied upon the 

Reprosentatlonlnlnrucing a decislol! to purchase the SOO1llities of Sino, 

109. Altematively, the Plaintiff and the 01110)' Class Membe!'s reiled upon theRepresentation 

by the act ofputohasing Smo seourltlesil! an effioient market t]la! promptly incorporated Into 

the price of.thoae aeoUlities all publicly available m~te!'h(l infowatlc11regardingthe securities 

of S1no. As a result, Slno's repeated pUblioation of the Representation in the Impugned 

Doo\Ul1onts caused the price of Sino's shares to trade at In£1etedp11cesduring tho Class Fetiod, 

thus directly resulting in damage to the l:>laJntlff and Class Members. 

SIlItlll!!.l,!, Lia~.J!!!l~~!J.J!!ar!..~ ...... • ' ___ .• _" ............ _,,,_ .... _ ... __ ..... __ ..... ',,._,, .... _,.,, "" .. 
110. The Plaitltiffllltends to deliver a notioe of motiol! seeking, amO/lg othe!' things, an 

ordergriUlting leave to bringthesj~tutQ\y oaus<;sohotiQn found in Part XXlU.1 (lfthe SSA, 

against all Defendants, 

Statutory LI~bil/(J' ~Pl'illtalY Mal'kel 

111. As aga!~st Chan and Horsley who signed the June 2009 and Deoembel' 2009 

Prospectuses, and on behalf ofthoac Class Members who purohased Sino shares in O/le ofthe 

distributions to whloh those Prospectuses related, the Plalntiffasselts the cause ohotiel! set 

forth illS. 137 of the SSA. 
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112, SlnQ issued tlw June 2009 and December 2009 Prospectuses, which oontained the 

Roplosontaiion and the otlwrmlsrepl'osentatlons that are alleged sbove to have been contained 

in those Prospeotuses or in the Sino, disclosure documents incorporated therein by referenoe, 

Unjust Emlohmenl Q!Cllall ami HOI~ley 

11;3, As aresllItoftheRepresentationand the other misrepresentations pattioular!zed above, 

Sino's shares haded, lI:1\d ~el'e sold by Chan and Horsley at artiflola11y inflated prices du..t1ng 

the Class Period, 

114, Aooordingly, Chan and Homley were enriohed by their wrongful aots and omissions 

duling the Class Period, and the Class Mombers who )Jlll:chased Sino shares from such 

DefMdll!lts suffered a corresponding deprivation, 

11S, There was no juristio reason forthe resulting enrlolunent, 

116, Acoordingly, the Class Members who pmohased Sino shares from Chan and BOlsley 

d\1rlng the Class Period are entitled to the difference ,between ilie· prioe they patd to such 

Defbndfll1w for such shales, fllld the price that they would have paldhad the PefendfUl!S not 

• ___ ,' __ made the RepreseE.tatio~~!he 9.t~~EElis!epr~en~~..£~~1~~4~ye, and h~~ ~?:!.,_."' ,_ 
committed the wrongfulaols and omissIons partioularlzed above, 

Ulijl/8t Em'ichmentoj Sino 

117. TIl1'Ol1ghOllt ilie Class Period, Sino made the Offerings, Such Offedngs were made via 

various doc1ltnents, partic~lallz;ed above, that oontained the Repl'eselJ.tation and the 

misrepresMtations pa:tticuladzedabove, 

118, The saoUJ:itles 801dby Si!1o via the Offel1ngs wete Bold at 81'tifici(l!ly inflated prices as 

a resll1t of the Repres<01lMion and ilie others misrepresentations particularized above, 
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119. Sino was enriched by, and those Class Members who putchased seourities via the 

Offerings wete deprived of, an nmouut eqlllvalentto the dlfference between the am011l1t for 

whioh the securities o:t'f~red were aotually soid, and the amount for which such seourities 

would have been sold had the 'Offerings not included the Representation and the 

misrepresentations partioularized ~bove. 

120. The Offerings violated Sino's dlsolosure obligations under the Securities Legislatiol1 

and theval'ious lnstlumen!s prOl1lulgated by thesecurlties )'egnlators ofthe)?mvluoes in whioh 

such Offerings were made. There was no judstioreason for the enrlo1nnent of Sino. 

Oppression 

121. In the (llroumstanoes alleged herein, the Pl~intif!' ftnd the otherOlass Membel's had a 

reasonable and legitilnateexpeotatlon that Sino and thelildivid\l~lDefelldants would \.ISS their 

powers to direot the oompany for Sino's best intereslB ano, in turn, in tlw interests of its 

securltyholdels. Morespeo!£lQally, the Plalntlffand the other Class Members had areasonable 

expeotation that: 

(a) Sino and the Individual Def(llldanis would oomply with aMP, and oause Sino tooomply 

withGAA1'; 

(b) Sino and the Individual Defendants would take reasonable steps to ensure that the Class 
"'~~" _ .... M..-____ .... ~~~,,~'"',." .... "_u .. " __ , .... '''''_ w--<,,_,,_ •. __ .~, _~" ~,, __ ,~~,._.,,~.., .... 

Membe!s were made aw~re on a timely basis ofmatedal developments In Sino's business and 

affairs; 

(0) Sino and th~ Individual Defendants wollld implement adequate oOJ:Porate governano~ 

pl.'Ooedures and int6!'i1ai oontrols toensuro that Sino disolosed material faots and material 

ohanges in the company's .bllsiness find aJ.'fhlrs on a timely basis; 

(d) sli:J.o and the Individual Defendants would notf(l(lke the misrepresentations pal'~c\lJa.r(md 

above; 

(e) Sino stock optIons would not b" baokdated or otherwise mispriced; and 

(I) the Individual Defendants would adhere to the Code. 
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l22, Such reasonable expectations were not met ~s: 

(a) Sino did not comply with GAAl?; 

(b) the Class Members Wel'C not made aWlU'e on a timely basis ofmaterlal developments in 

Sino's business and affairs, 
, 

(0) Sino's corporate govemenoo proced111'es end internal oontrols were Inadequate: 

(d) the misl'epresenlatlons particularized above Were made; 

(e) stock options were bacr,dated end otherwise misprioed; and 

(f) fue Individual DefendMts did not adhere to the Code· 

123. Sino's and the IndMdunl DefendMts' oonductwas oppresslwand unfalrlyprejuoicial 

to the Plaintiff Md the other Class Members and ul1falrly disregarded their interests, These 

def~ndants were cha>'~ed wJth the opel'ation of Sino for the benefit of all of its shm'eholders. 

The value of the sh~,eholders' investments wes based on, among other things: 

(a) the plonmbility of Sinoi 

(b) the illtegl1tyofSino's management and its ",bULly to run the company in the interests of all 

shm'ohold<;>l'B, 

(0) Sino's compliance l'iith its disclosure obligations; 

(d) Sino's ongoing repl'esentation lhat its corporate goverpance procedures met with 

,. __ .. _. reasonable st@.(!grd~,J1!ld '\p~Ulte ,1lu~IJ~p'~ "9.J:Jh~, 99.mll~!ly',"Y.i.as Jillbj§.ott~ ,Iq J~~§2!'!!\lll~"._ .... _ 
sorutiny; and 

(e) SIno's ongoil1grepl'esentatlon thadte Ect'faits and fmanolalrepol'tingwere being conducted 

in accord~oe with GAAP .. 

124. This opP{osJii'Ve conduot lmpait'ed the ability of the P!aintiffand other Class Members 

to malw Informed investment decisions about Sino's securities, But for that oonduct, the 

Plaintiff~d the other Class Membcl's would not have S,lffered the dmmges alleged hOl'eln, 
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(6) gelleral 
lZ5, The PlaintIff pleads and reli~s on: 

(a) The C/CissAo/iQns Act, 8,S. 2001, c,C.12.01, as amended: 

(b) The Cane/da Business Corporations Aot, R,S. 1985, c, C-44, as run., Including ~S. 

238 tUld 241; 

(0) The Pre.Judgment Interest 11.0/, S,S. 1984·85-85, c, ),'.22.:2, as run., Including a, 

5(1); 

(d) The SeOUI'ilies Aot, S.s, 1988.89,0.8-42.:2, as amended: and 

(d) The Queen's Bench Rules, includlug l'wes 388 Md 394. 

(7) relle! sought 
126. The Plaintifftherefol'e claims, on behalf of himself and the Class: 

(a) ill1 order that Sino's affairs have been oonducted 111 a mll.lJIlel' that is ojlpressive, 

U11fah1y pl'ejudlclal to and which unfairly d!sregal'ds the interests of Class Members, 

withln the mealling ofs. 241; 

(b)aggravated and oompensatory damages against the Defendants in an amount to be 

deM-mined at trial; 

C(» punitive damages agalnst the Defendants; 

Cd) prejudgment intere~t; 

. "--'-"---(a)"OmltFl!!Uimlin1l"th"5 ulJIlts"o!'nlltloe"an:d"offfdmlnJstel'lngthe plan:of-distdbu!lon"ofthe' _.",. """ . 

recovery in ills action plus applioable taxes; and 

(f) such fbrther and other l'elie£ as this Honomabie Court deems just, 

DATED at Regina, Saskatchewan, 0(1 the 1" day ofDecemb5i011. 11 L .. ' 

h~~ , -
Delivered By; MERCHANT LAW GROUP LLI', 
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Address for Semoe: 

Lawyer in Charge: 

100·2401 Saskatohewan Dxlve 
Regina, SaskatchewlU1 

S41' 4B8, 

E. F. Anthony MerohlU1t, Q.C. 
Tel: (306) 359·7777 
Fax: (306) 52.2·3299, 

Counsel for the Plaintiffs. 
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Plaintiffs, David Leapard and IM:F Finance SA, on behalf of themselves and all others 

similarly situated (the "Class" or "Class Members"), allege the following upon personal 

ImowJedgeas to themselves and tl)eil' own acts and upon information and belief as to all other 

matters. Plaintiffs' information and belief is based on the investigation of C01!use: including, 

intcr alia, review and analysis of (i) government and regulatory documents relating to Defejldant 

Sino-Forest Corporation ("Sino-Forest" 01' the "Company"); (ii) press releases, Company filings 

and other public statements by Sino-Forest; (iii) reports, of securities analysts; and (iv) other . . '. . ' 

publicly available materials. MallS of the facts related to Plaintiffs' allegations are known,only 

to D'efcl).dants or are eKolUBively within theit custody Or controL Plaintiffs believe that 

substan.tial additional evidentiary support for the allegations set forth below will be developed 

ai'l'er reasonable opportunity for discovery. 

l. INTRODUCTION 

J. Plaintiffu bring this class action on behalf of (1) all persollB or entities who, from 

March 19, 2007 through Augugt 26,2011 (the "Class Period") purchased the commol).stook of 

Sino-Forest on the Over-the-Coulltcr("OTC") market Il.tld who were dll.tllaged thereby; ~md (ii) 

all persons or entities Who, during the Class Period, pmchased debt secmities issued by Sino-

Forest other thm in Canada and Who were damagerl therE>by. 

2. Smo-Forest is a Canadian company engaged in 'the commercial forest plantation 

business whose prulCipaloperations arc in the People's Republic of China ("PRC" 01' "CbiM"), 

Among Sino-Porest's businesses are the ownership ml,d managemeIlt of forest plartatiOll trees, 

sales of standing timber md wood logs, Il.tld the manufactllJ'e of related wood produots. 

8ubstanti'a11y an of the Company's sales' for 2008, 2009 and 201.0 were supposedly generated u) 
tbe PRe. The Company maintainll offices ill Toronto, Hong Kong and fue PRe. Its common 
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stock is l'~gistered in CMada and trades on the Toronto Stock Exchange, and also trades in the 

United States o:n the OTC market. Sino-forest's debt securities are also traded in the open 

market. 

3. Sino-Forest portrayed itself as one of the world's largest and most successful 

forestry companies. According to the Company's Arroual Infonnation Form for the year ended. 

December 31, 2010 (the "2010 Annual Form") Sino-Forest "had approximately 788,700 hectares 

of forest plantations UlJder managemmt which are located primarily in southern Mld eastern 

China." Between 2006 Md 2010, Sino-Forest's assets (primarily plantation acreage) purportedly 

grew nearly five-fold from approximately $1.2. billion to over $5.7 billion, while revenues grew 

from $555 million to $1.9 billion and net inoOlue mOre than tripled from $113 :miWon to $395 

million <1$ [<;i:leowd in the, Company's financial sta:tements.l From 2007 through 2010, the 

Company's iinancial statements were audited by Defendant Ernst & Young LLP which certified 

they had been prepared in accordance withCanadiMlGenerally Accepted Acoounting Principles 

("Canadian OAAP") and thai the audit had been oonducted in confonnaJ.1Ce \'lith Canadian 

GeneJ:ally Accepted Auditing Standards (,'Canadian GMS") , 

4. Sino-Forest's tremendous growt1]. was ostensibly fiteled b~ increa'lingly large 

acquisitions of villuable tree plantations and revenues generated from operations relating to that 

business. In addition, the Company's escalatinggrowlb. allowed it to raise enormous sums of 

capital from investors aroUlJd Ib.a world through the sale of debt securities and CODlJllOn stock, 

including 'lb.e sille of $600 million in notes whic,h occ\lr:r~d in October 2010 (the "Not~ 

Offering") that will come due in 2017 (the "2017 Notes"). The Note OfferiJJ.g W<l$ undervvritlen 

1 Except where otherwise inclicated, illlarnoUlJ.tsin 1his Complaint are in U,S, dollars. 
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by Defendants Bane of An,eriea Securities LLC and Credit Suisse Securities (USA) LLC. In 

total, the Compa:tlY issued over $1.8 billion in debt instruments durUlg the Class Period. 

5. However, in stark contrast to me investing public's perception of an enormo1.wly 

sucoessful forestry business in tbe fast growing PRC market, Sino-Forest was, in fact, materially 

misleading both investors and regulators, Sino-Forest's assets, revenUes and income were all 

materially overstated. In addition, tile Company's fina,ncial statements' and other disclosures 

were materially misleading because they failed to disclose that many of Sino-forest's significant 

business transactions were with uoknown or )'elated parties. Fuxther, Sino-Forest had 

misrepresented. and failed todisdose the ttUe tenns of certain agreements jt had entered into in 

the PRe for th" acquisition of plantation aoreage, vastly overstating theam011l1t oftimber it had 

acq1;ured dwing me Class Period, In many instances, no documentation or inadequate 

documenta'lion eldsted to suppoli Sino-Forest's timber holdings and related assets and the 

vainations attributed to those properties on Sino-forest's financlalstatemen.ts, Sino-Forest failed 

to disolose mat the Company laoked adequate internal controls to substantiate it~ financial 

performanoe or verify its assets and contractual relationships; that its operations were permeated 

by unsubstantiated and Ul1dis~,losed related party transactions; and that its financial statements 

were mislead1:ng and nO,t prepared in accordanoe with the applicable aooounting standard~. 

6. Infomlation regarding Sino"Forest's fraud first came to light on JUl1e 2, 2011, 

when Muddy Wat~rs, a firm that specializes in Malyzing Chinese companies whose stock trades 

in the U.S. Md Canada, published a detailed report alleging improper Md illegal conduct at the 

Company. Over the ensuing weeks, there was a flurry of articles, investi.gations, and news, 

reports ahout, tlw CQmpa,n.y'~ misconduct, as well as denials by the Company of the allegations 

pnbUshed by Muddy Waters, On June 18, 2011, The Globe and Mail reported on its OWl, 
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investigation regardirrg some of the allegations agail:tst Sino-Fore$t, finding that there were 
, , 

"doubts about the company's publio statements regaJ:ding tlw value of [its] a~sets" and "broader 

questioJ1$ about its business practices." 

7. Ultimately, in late August 2011, the Ontario Stock CoJlllJlissiol1 ("OSC") 

confinned that there was evidence of fraud at Sino-Forest and ordered a halt in trading of Sino-

Forest's cODl-1)1onstock on the Toronto Stook Exchange, effective August 26th, Reportedly, the 

OSC accused Sino-Forest of "fraudulently inflating its revenues and exaggerating the el>.'1:ent of 

its timber holdings.'" The OSC also noted that the C0111p~ny had "engaged in significant non-

arms-length transaotions," Simitarly, trading of Sino·Forest common stock was halt~d b.~ the 

U.S, on tb.~ OTe Bulletin Board, Two days later it was repolted that the Company's CEO, 

Defendant Chan, had resigued; that tllXee of the Company's vice-presidents weJ;e plaoed on 

leave; and that anoihex senior vloe-presidep.t was relieved of most afhis duiks, Sino-FoJ'est has 

since not :5led any required periodio reports or issued fml'lllcial statements for the third quarter of 

2011. On November 11, 2011, the Company annoUllced that it was also the subjeot of a criminfll 

investigation by the Royal Canadian Mounted Polloe with respect to the allegations surrounding 

its business ,and finances, Sillo"Forest ha~ failed to lll.ake the most recent paymems due on its 

outstllnding debt, been forced to seek waivers of default fTom its debt holders and has now 

belatedly advised the investing pUblic that its histmical nnarlcial statements and audit reports 

should not be relied upon. 

8, TIN disclosures relating to Defendants' misconduct oaused the trading prices of 

the Company's stock a:Qd its debt securities to decline dramatically, thereby damaging Class 

Members. Sino-Forest's. CO))UPQ)') stoel" which traded as high as $26,64, last traded at $1.3 8 
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, before trading W1'lJi halted in the U,S, Moreover, Sino-Porest's debt sec\l1'ities are now prioed at a 

fraction of their original value, 

9. The Individual Defendants earned millions of dollars in compensation because of 

Sino-forest's artificially inflated stock price. Morcover, their misleading portrayal of the 

CompalW's fillances allowed Sino-Forest to raise billions of dollars by issuing d,ebt and equity 

secl.lJitics to inve5tors. This was critical to the Company's survival sinoe the Company had a 

llegative cash flow -- it was spending more money than it was taldng in -- yet was spending 

enormous sums purportedly to purchase neW assets. Sino-forest's inflated stock price also 

allowed. it to use its shares as cuneney to acquire other companies and assets, 

10. it was only because of Ddendants' ooncealment of Sino-forest's true financial 

conditio)') that the Company was able to oomplete the $600 million Note Off0ring in October 

2010. Investors would not have purchased these notes or would not have purchased them at the 

pdces they did, u the truth about S ino,F orest had been knoWll. 

11. Thus, dl.lJing the Class Period, Defendants, acting in concert with others, made 

materially false statelnents and misleading statements and omitted material facts about the true 

fmancial cOlldition ·and business operations of Sino-Forest, causing ihe prices of Smo-Forest's 

common stock and Debt Securities to be artifioially infla:ted during the Class Period. With 

respect to the claims asserted again.st the Bano of Amerioa SecUlities LLC, Credit Slusse 

-SecUl·ities (USA) LLC, Ernst & Young Global Limited, and Emst & Young LLP, which are 

ba~ed on negligence, negligent misrepresentation, gross negligence and breach of fidu.ciary du.ty, 

Plaintiffs speoifically disclaim any allegations offraud or fraud.ulent intent, 
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II. PARTIES 

A. Plaintiffs 

12. Plaintiff Dayid Leapard is a resident of South Carolina and purchased the 

corrunon stock of Sino-Porest. during 1]le Class Period in the aTC market and suffered damages 

when the price of those shares declined as a result of Defendants' misconduct. 

13. Plaintiff IMF Finance SA ("JMF") is an entity with offices in the British Virgin 

Islands and purchased 2017 Notes pursuant to the October 2010 Note Offering and suffered 

damages wh<:>n the price of the 2017 Notes declined as a result of Defendants' misconduct. 

Plaintiff IMP asserts claims on behalf of purchasers of Sino-Porest debt securities including 

purchasers of the 2017 Notes. 

B. Defendants 

14. Defendant Sino·Forest pUl'jlOrts to be a oommercial forest plantation operator, 

principally in the PRC but will, additional op.~rations in other locations. At all material times, 

Sino-Porest had its registered offioe located in Mississauga, Ontario and its common stock traded 

on the OTe market in the United States using the symbol "SNOPP." AJJ a reporting issuer in 

Ontario, Canada, Sino. Forest was required to file certain periodic reports regarding its bUBiness 

and operations, including audited ;finanoial statements, which were made available to investors. 

Sino-Porest's common stock and various debt instruments are traded in Canada, the United 

States and elsewhere. 

IS. Sino-Forest derives substantial reyenue from interstate or international conunerce. 

16. Defendant Allen T. Y. Chan is ~. co-founder of Sino-Forest and was the 

ChaJt:man, CWef Exeoutive Officer and a director of the Company from J 994 until his recent 

resignation in the wake of the disclosure of the misconduct desoribed in this Complaint. As 
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Sino-Forest's CEO, Chan certified the accuracy of the Company's .gecurities filings, including its 

financial statements, during the Class Period. Chan Signed each of tile Company's Annual 

Consolidated Financial Statements issued from 2006 tbrongh2010. Chan is a r~sident of Hong 

Kong and, on infOlmation and belief, is a citizen oflhe PRC. 

17. During the Class Period, Chan received substantial compensation from the 

Company. For example, for 2.008 to 2010, Chan's total compensation was, respectively, $5.0 

million, $7.6 million, and $9.3 million. In addition, during the Class Period, while in possession 

of material adverse information regarding the business and fmances of Sino-Forest, Chan sold 

nearly $3 million worth of Sino-Forest common stock to unsuspecting investors. 

18. As of May 1,1995, shortly after Sino-Forest beoame a reporting issuer, Chan held 

18.3% of Sino-Forest's outstanding common shares and 37,5% orits preferenoe shares. As of 

April 29, 2011, he held 2.7% of Sino-forest's common shares. 

19. Defendant DaVid J. Horsley has been Sino-Forest's Chief Financial Ottice!' 

("CPO"), since October 2005. In his position as Sino-Forest's CFO, Horsley was responsible for 

the Company's I'l.ceou:nting, intemal controls and flnancial reporting, including the preparation of 

the Company's fmancial statllments. Horsley signed and certified the Comr.:any's disclosure 

documents dJlJ:in.g the Class Period. Horsley resides in. Ontario. 

20. During the Class Period, Horsley received substantial compensation from Sino-

Forest. For 2008 to 2010, Horsley's total compensation was, respectively, $1.7 million, $2.5 

million, and $3.1 million. During ihe Class Period, while in possession of material adverse 

information concerning the business and fll1ances of Sino-Forest, Horsley sold almost $11 

milliQn worth of sh.ares of Sino-Forrest common stock. 
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21. Defendant Kai Kit poon is a co-founder of Sino-Forest, a member of its Boru:d of 

Pirectorsand has been President of the Company since 1994. Poon resides in Hong Kong and, 

on information and belief, isa citizen of th.e pRC. During the Class Period, while in possession 

of material adverse information concerning the business and finances ofSino-Fon'est, 1'000 sold 

almost $30 million. worth. of shares of Sino-Forest common stock. 

22. Defendants Chan, Horsley and Poon are collectively referred to as the Individual 

Defondants. The lndividnal Defendants and Sino-Forest are collectively referred to as the Sino" 

Forest Defendants. 

23. Defendant Baue of America Securities LLC ("BOA") is a financial services 

company which, using the nanle "BofA Mel1ill Lynch," acted as one of two "Joint Global 

Coordinators and Lead Boola1llJning Managers" for the Offering. In this capacity, BOA acted as 

an underwriter fo)' the Offering. BOA ope,ates in and has its principal place of business ill New 

York County, New York. Defendant BOA. and Defendant Credit Suisse Securities (USA) LLC 

are collectively r~fened to as the Underwrite)' Defendants. This Complaint seeks damages on 

behalf of the purohasers of the 2017 Notes against any and all Bank of A'\Uerica entitles that may 

be liable for the misconduct described herein. 

24. Defendant Credit Suisse Securities (USA) LLC ("Credit Suisse") is a financial 

services company which acted as one of two "Joint Global Coordinators and Lead Bookru.un.tng 

Managers" for the Note Offering. fualls capacity, Credit Suisse acted as an underwriter for this 

offering. Credit Suisse operates in and has offices in New York County, New Yo,k. This 

Complaint seeks damages on behalf of the pw:chasers of the 2017 Notes against any and all 

Credit Suisse entities that may be liable fol' the misconduct described herein. 
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25. BOA and Credit Suisse are collectively referred to as the Uo.derwriter 

Defendants. The Underwriter Defendants who are located in New York, NY, offered and sold 

the :2017 Notes pursuant to a materially false and misleading Offering Memorandum dmed 

October 14, 2010 (the "Offering Memorandum") to certain Class Members in the United States 

who purportediy satisfied the requirements to 00 considered a "qualified institutional buyer" 

pursuant to Rule 144 of the U.S. Securities and Exchange Commission ("SEC"). The 

Underwriter Defendants also sold oertain notes in the offering to foreign investors relying on the 

exemption set forth in SEC .Regulation S. 

26. Defendant Ernst & Young Global Limited is a UK private company limited by 
, 

gtlarantee which operates worldwide and which, through affilhted entities,provides audit, 

accounting and other services. Defendant Ernst & Young LLP, apart of Emst & YOlmg Global 

Limited, has offices in Toronto, Canada, has been Sino·Poreat's auditor since Aug1lSt 13, 2007 

and was also ShlQ·Forest's auditor from 2000 to 2004. This Complaint seeks damages against 

any and all Ernst & Young entities 'that may be liable for the misconduct described herein. 

27. Erust & Yotlng Global Limited and Erust & Young LLPare collectively referred 

to as "E&Y" or as "the E&Y Defenda)J.ts," E&Y does busluess in New York. 
'. 

28. For Sino-Farest's 2007 th;rough 2010 fiscal years, E&Y provided an "Audiior's 

Report" addressed directly to Sino-Forest's shareholders, which gave the Company a "clean" 

audit opinion on its fulancial statements. At all matel'lal thues, E&Y kn.ew that its audit opinion 

was directed to Sino-forest's shareholders, prospecti>:e shareholders and prospective purchasers 

of Siuo·forest's securities, and 'that investors would Emd did rdy au E&Y's statements relating to 

Sino-Forest in malting their investment decisions. E&Y's opinion infonned the Company's 

investors and the purchasers of its securities that, ba$ed on its audit, Sino·Forest's flnancial 
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statements were presented in accordance with Cmadim GAAP md that it had renowed its 

audit in acoordallce with applicable auditing standards. E&Y's audit opinion was materially 

false and misleading and was recklessly or negligently issued to investors, inclu.ding Plaintiffs 

an.d Class Members. 

29. The Individual Defendilnts, as the most sel1ior officers of Sino-Forest, are liable to 

Plaintiffs and the Class because they Imew of, directed iU,d participated in the misconduct 

described in this Comr1aint and also assisted md conspired with others involved in the 

misconduct. Sino-Forest is liable for the misconduct of its emrloyees md agents. Furthermore, 

the representations Inade in the financial statements and in the Offering Memorandum we,e 

materially inaccurate and inconsistent with the truth suoh that their falsity would have been 

discovered willi minimal due diligence. Nevertheless, despite the obviously false and misleading 

nature of these statements, B& Y and the UndeI:W1iter Defendants recklessly or negligently 

facilitated the improper conduct of Sino-Forest and the Individual Defendants; E&Y by 

certif),ing the Company's finmcia! statements; and the Underwriter Defendants by failing to 

perform adequate due diligence and disseminating the misleading Offering Memorandum to 

investors. 

C. i!!!!:Wdiction and Venue 

30, The Comt possessesju.1sdictlon over tlus action pursuant to NYCPLR § § 301 and 

302.(a). 

31. This COlm has jurisdiction, and venue is proper because, in connection with the 

Note Offering, Sino,ForesV' ... irrevocably and unconditionally sublnits to the non-exolusive 

jurisdiction of all)' New York State or United States Federal co\lrt sitting in the Borough of 

Manhattan, New York City over any snit, action 01' proceeding arising out of or relating to this 
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Indenture, any Note or any Subsidiary GUEI!EIJ;ltee." In addition, the Ind,enrure provides that "[aJs 

long as any of the Notes remain Outstandblg, the Company and each of the Subsidiary 

Guarantors will at all tunes have an authorized agent in New York City, upon whom process 

may be served in any legal action or proceeding arising out of or relating to this Indenture, any 

Note or any Sub8idiary Guarantee." Finally, as contemplated by the Indenture, "[elaeh of the 

Notes, the Subsidiary (hlarantees and the Indeomre shall be governed by, aod coosiJ.Ued in 

accordance with, the laws of the State of New York." 

32. In addition, the Underwriter Defendants are located in New York aod all 

Defe!ldaots do substantial busuless m New Yark. All Defendants participated in certain 

ttausactions aod activities in New York relating to the Note Offermg. Also, purchases al1d sales 

of Sin.o-Forest common stock occ1lIl'ed on the OTC market in the United States, inoluding New 

York. Moreover, the trustee for fhe 2017 Notes is the Law Debenture Trust Company of New 

York which is located at 400 Madison Avenue, Stlite 4D, New York, New York 10017. 

III. BACKGROUlfQ' 

33. Although ostensibly a forestry compaoy, Sino·Forest's purported business was, in 

mllllY respects, more that ·of a: tt'ader or fmaooial intermediary than of a traditional fOl'esrry 

oompauy. 'The Company seldom sbld wood prodtlcts to end-user customers. Instead, it claimed 

that most of its earnings carne from bUYUlg logs and bl1ying the right to harvest trees and then 

reslOlling these logs anddghts to harvest trees at higher prices. 

34. Sino-FoTBst's corporate siJ.Ucture is a complex web of dozens of interconnected 

Canadian, Chinese, Hong Kong, Cayman Islands 81ld British Visgin Islands subsidiaries, most of 

which are whoHy-owned or m which the Compaoy has a inajorily interest. Slho-Forest's luost 
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recently released corporate orgarrizational chart, attached as Exhibit A, illustrates in part, the 

complexity. 

35. One specifio example of this complexity is Sino-Forest's relutiollship with one of 

its most important subsidiaries, Oreenheart Group Ltd. ("Gl'eenheart"). Sino"Forest's 64 percent 

interest in Greenheart was acC[uired using shares of Company stock. Greenheart trades on the 

Hong Kong Stock Exchange. Greenheart controls most of Sino-Forest's supposedly substantial 

forestry assets outside of China. But, Sima-Forest also holds a 39.6 percent stake in Greenheart 

Resources Holdings Ltd. ("ORH"), a subsidiary of Greenheart. ORR, in tum, indirectly owns 

100 percent of Oreenheart's forest assets and operations in thc western Palt of Suriname, 

supposedly one of Sino-Forest's principal timber holdings. 

36. Sino-Porest's business model is further complicated by the fact that much of its 

business is done through what it desclibes as "Authorized Intennediaries" ("Als"), supp0sedly 

independent companies which are largely responsible for the aotual sale of forestry products to 

the lwers of these products. Despite the critical role that these Authorized Intel1.l1ediaries play in 

its business, little is knowl). of the fmancial Nlationships with these Als 8.J1d Sino-Forest has, with 

one exception, refused to disclose the identity of these comp8.J1ies. 

37. Because Sino-Forest principally operates in China, Sino"Porest's convoluted 

structure 8.J1d busiJJess practicos did not initially arouse llwestor suspicions. B",cause of the 

unusual aspects of doing b'l.Sil1(lsS in China, which tightly rcgulates foreign illvestmel1~ a llllill.ber 

of legitimate foreign companies who opemle in that cOlmtry have unusually complex structures. 

But, unbeknownst to investors, there was little or no business justification for the way Sino­

Forest stmctu,red itself 1lJ:ld. ilS operations. Sino-Porest's structure was !l.ot meant to facilitate 
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compliane", with Chinese law, but to make it easier for Defendants to materially )Ilwlead 

investors about the Company's, opel'atiolts, revenue, ea:llJings and assets. 

38. Investors were further assured of the. legitimacy of Sino-Porost's finances and 

operations because of annu.811y issued c1eml audit opinions from E& Y and by the due diligence 

purpOltedly conduoted by BOA and Credit Suisse in connection with the Company's offering of 

the 2017 Notes. 

39. TIre pm-ported steady and impr$ssive growth of Sino-Forest helped fuel a s",ries of 

capital raising activities by the Company. By maldng the Company appear to· be on a much mOre 

econonJically sound footing tban was aotually the case, SiuQ-Forest was able to raise the funds it 

needed to finance its rapid expansion, Beoause the Company's ca.~h flow did not cover its 

operating expenses, the Oompany would flOt have been able to continue to operate absent cash 

infilSiens from debt and oquity lnvestors. 

40. During the Class Period, Sino-Forem conducted numerous debt and equity 

offerings, issuing oyer $1.8 billion in debt securities to investors and also sold investors hundreds 

of millions of dollars of common stock. Specifically, the following securities were issued to 

investors: 

• On July 17, 2008, the Company closed an offering of convertible gllaranteed 

senior notes (t.be "2013 Canveltible Notes") for gross proceeds of $300,000,000, 

On AugLlst 6, 2008, the. Company issued an additional $45,000,000 of 2013 

Convertible Notes pursuant to the exorcise oian overoallotment option granted to 

the UIlderwriters Ln t.onnection with !he offering, increasing the gross proceed.s to 

$345,00.0..,0.00.. 
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• On June 24, 2009, the Company offered to eligible holders of outstanding Senior 

Notes due in 2011 (the "2011 Senior Notes") to exohange these notes for np to 

$300,000,000 of new guaranteed senior notes due 2014 (the "2014 Senior 

Notes"). On July 27, 2009, the Company oompleted tills exchange offer, issuing 

an aggregate principal amount of $,,12,330,000 of 2014 Senior Notes, 

representing approiirnately 70.8% of the aggregate principal amount of the 2011 

Senior Notes. 

• In Stme 2009, the Company completed a publio offering and international private 

placement of 34,500,0.00 common shares (including 4,500,000 conmlOn shares 

issued. upon the exeroiseof the underwriters' over-allotment option) for gross 

proceeds of approximately $339,810,000. 

• On Dec~mber )7, 2009, the. Company closed a.IT offering of convertible 

guaranteed senior notes (the "2016 Convertible Notes") for gross p!'oceeds of 

$460,000,000. 

• In December 2009, the Company completed a publio offering of 21,850,000 

common shares (including an overallotment.exercise) for gross proceeds of 

approxim.ately $345,318,000. 

• In May 2010, Sino-Forcst issued 1,990,566 shares of conUTIon stock as a $33.3 

million paymwt to acquire 34% of (heenheart Resources. 

• In August 2010, 11')0 Company issued $2.3 million shares of common stock in 

partial payment of its acquisition of Mandra Forestry Holdings Limited, a 

oompany which supposedly owned the rights to technology relev$11.t to the 

Com.pany's business. In conneotion with this acquisition of Malldra, the 

14 

214 



Company also exohanged nearly $195 milli.on of Mandra notes for Siuo-Forest 

notes-the Sino-Forest notes had a longer duration and lower interest rate than the 

Mandra. notes for which tb,ey wereexohanged. 

• On October 21, 2010, the Company completed th.e $600,000,000 Note Offering of 

the 201 7 Notes. 

41. Thus, during the Class Period, while Defendants were issuing !Uateriruly false and 

misleading financial statel)lents and otherreportS to investors, Sino-Forest was taldng advantage 

of the illusory growth portrayed to investors tlu'ough these large debt and equity offerings, whioh 

in less than three year~, cumulatively totaled over $2.5 billion. 

XV. FAL8.E AND MISLEADIN.G STATEMENTS 

42, During the Class Period, Defendants made lllUnetOUS statements that Were 

materially false and misleading and which had the effect of artificially ImMing tile value Qf 

Sino-Forest's securities. These falsestatementsweJ:e contained in the Coil:l.pany's public fllulgS, 

press releases, reports and other state!:IJ:e!1t~ to the investing pu bUe. In general, during the Class 

Period, the Company reported steadily increasing holdings of timber assets (mostly in the PRe) 

adueved through aoquisitions and purchases, and increasing revenlles and earnings, all of which 

coniributed to the Company's rising stook price find its ability to issue additional debt and equity 

securities to investors. 

A. Misr.epresentations and OmissiQus With Rosllect to Sino-Forest's Financial 
Statements 

43. Sino-Forest's flU8J1cial stlitements, which it published to investors 011 a quarterly 

and annual basis via press releases and public filing8, consistentiy portrayed Sino-Forest as a 

profitable and rapidly expanding company. As set forth in Sino"Forest's 2006 Annual 
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Consolidated Financial StatementB, dated March 19, 2007; its 2007 Annual Consolidated 

Financial Statements dated March 18,2008; its 2008 Annual Consolidated Finmlcial Statements 

dated M~rch 16, 2009; its 2009 Annual Consolidated Financial Statements dated March 16, 

2010; and its 2010 AtmualConsolidated Financial Statements dated March 15, 2011, the 

Company's revenue, emnings and assetB supposedly grew during the Class Period as follows: 

2006 2007 200S 2009 2010 
Assets . $1,2,07,255,000 $1,837,497,000 $2,603,924 QOO $3,963,899,000 $5729 03:fOoo 

: Revenu~. $555,480,000 $ZI3,866 000 $896,045,000 $1,238,185,OQQ_ $1 923,536 000 
Net 
Income $113,480,000 $152,273,000 $228,593,Q.QL.. $286,370,000 $395,426;000 

44. Each of fue annual fil.lancial statements, oxcept for the 2006 statements, were 

accompanied by an audit opinion from E&Y stating ihat B&Y had cOllduct~d annual audits il1 

accordiUlce with Caoadian OMS atld that these [manda! statements were presented in 

accordance with Canadian GAAP. Defendant Chan signed each annual financial statement,. 

45. The Company also issued materially false and misleadillg unaudited "Interim 

Financial Statements," during ·fue Class Period, which incorporated prior period audited financial 

statements and similarly overstated the Compaoy's revenue, eamings and assets. The 

Company's materially false and misleading quarterly finmlcial statements (thrOllgh 2010) whkh, 

lil(e the a.nnual finaoclal statements, showed increasing reve,nue, earnings and assets, we,e 
I 

released on the follOwing dates: 

Date of 
Document Filing 
2007 Q"l Jnterim Financial Statements 511412007 
2007 Q-2 Inteli~~cjaJ Statements 811312007 
2007 Q-3 Interim Finanoial Sta~ents 11/12/2007 

.2008 Q-I.lnl:erull financial Statements 5113/2008 
"i .• ,., 

811212008 2008 Q-2 Interim Fi.rumcial Statements 
2008 Q-3 Interim Finanoial Statements 11113/2008 
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Date of 
J)ocument Filing 
2009 Q-l Interim Financial Statements 5/11/2009 

2009 Q-2 Interim Financial Statements 8/1012009 
2009 Q-3 Interim Finanoial Statements 11/12/2009 
2010 Q-l InterimFinanoial Statements 5/1_2/201.9. __ 
2010 Q-2 Interim Financial Stat-ements 8/10/2010 
2010 Q"3 Interim Financial Statements llIIO/20l0 

46. Sino-Porest's quarterly :md annual :fin:mcial statements (throu.gh December 31, 

2010) werernaterially false and misleading because t11ey failed to cmnply with Canadian GAAP. 

Specifically, at the time each of these fina.nolal statements was issued, they overstated the 

Company's assets, inflated the report.ed revenue and earnings and misled investors regarding the 

Company's then ·current finanoial situation and itB future prospeots. Because, among other 

things, the Company lacked adequate intelllal controls to substantiate its financial performance, 

and its operations were permeated by unsubstantiated and undisclosed related party transactiollB, 

ti1ese f1.nanci~l statements were not prepared in acoordance with the applicable accounting 

stand8rds. Sino-Forest's quarterly -financial statements for the first two quarters of fiscal year 

2011 also overstated the Company's assets, revenues and net earnings at the time they were 

issu.ed and were not presented in accordance with the applicable Canadian accounting standards. 

B. Oth~r Misrepresentations and Omissions In Annual And Quarterly Filings 

47. In adclition to filing false and misleading fmanciaJ statements, the Company also 

made numero\ls other false a1l.d misleading statements to investors in othex periodic seo\u1ties 

filings made pursuant to Canadian disclosure regulations. Du.ri,ng the Class Period, the Sinoe 

Forest DefendaIlls repeatedly made statements in Sino-forest's periodic filings that falsely and 

nus!e,adingly d.e.soril:>~d th(l CQmpm:!-Y as a fast-gtowing,legitimate business which followed good 

corporate govermmce practices. 
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48. The Company's periodio reports to investors included (in addition to the 

separately filed financial statements) a "Management Disoussion and Ana.lysis" C"MD&A") that 

Slno"I"ore,'t filed each quarter during the Class Period, "Annual In;formation Forms" ("AlFs") 

and aIJ):lual reports. These documents provided narrative expbnations of the Company's 

business, operations and financial performance for the specifio period, and of the Company's 

financial condition and futl.lIe prospects. Canadian law specifically requires that the MD&A 

discuss important trends and risks that have affected the Company and that are reasonably likely 

to affect it in future. The dates of these fillse and misleading statements are set out j,n the table 

below. 

DOCUll1ellt Date ofFiling 

2006MD&A .3/1912007 

2006 AlI" 3/3012007 

2006 AIUlual Report 5/4/2007 
e 

2007 Q"1 MD&A 5/14/2007 

2007 Qe2 MD&A 8113/2007 

2007 Q"3 MD&A 11/12/2007 

2007MD&A 3118/2008 
2007 ArF 31f~/2098 

2007 Annual Report $16/2008 
2.068 Q-l MI/&A 5/1312008 
2008 Q-2 lvJD&A 8/12/2008 
2008 Q-3 MD&A 11/13/2008 

-~ 

2008MD&A 3/16/2009 

2008 ArF 3/31/2009 
2008 Annual Report 5/4/2009 

2009 Q" 1 MD&A 5111/2009 

. 2;009 Q.2 MD&A ·8/]012009 
2009Q-3,MP&A 11/12/2009 
2009MD&A 3116/2010 

18 



Docnment Date of Filing 
2009 AIF 3/31/2010 

2009 Atmual Report 5/1112010 

2010 Q-l MD&A 5/12/1010 

2010 Q-2MJ)&A 8/10/2010 

'2oi0 Q-3 MIJ&A 11/10/2010 

2010 MD&A 3/1512011 
2010 AlF 3/3112011 
2010 Annual Report 5/10/2011 

49, ThUR, beginning at least as early as March 19, 2007, the Company's MD&A and 

annual filings were materially false and misleading with respect to the Company's operations 

and financial perfonnance ber.ause tlley described theCoropany as a fast-gro">1ng, legitimate 

business which followed good cOl"porate governance practices, while failing to disclos<:I that the 

Company lacked adequatei:trternal cont('ols to substantiate its fmandal performance or verify its 

assets ~md collt.ractl1al business relationships; that its operations were permeated by 

\UJ!lubstmtiated and undisclosed related party transactions and that the Company's actual 

financial condition and future prospects were much worse than these public statements indicated.. 

C, False Certifications 

50. Each annual. fmanci~l statement, AIF arid MD&A filing was accompanied by 

sep.arate certifications signed by Chan and Horsley which fll1serted th.e following,: . 

1. Re.view: I have reviewed the AIP, if any, annual fmanclal 
statements and annual MD&A, including, for greater certainty, all 
documents and information that are incorporated by I'ererence i.n 
the AlP (together, the "annual filings") of Sino"Forest Corporation 
(the "issuer") for the finmlcial year ended December 31 , , , 

2" No misrepresentations: Based On my knowledge, having 
exercised reasonable diligence, the alulUal filings do not contain 
an] lllltrue statement of·a material fact or omit to st~te a material 
fact required to be stated or that is D"cessary to make a statement 
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not misleading in light of the circumstances under which it was 
,nade, for the period covered by the annual mings, 

3, Fair presentation: Based on my knowledge, having exercised 
:reasonable diligence, the annual financial statements together with 
the other financial infonnation included In the annual filings fairly 
present in all material respects the financial cO!l.dition, reOlUlts of 
operations and cash flows of the issuer, as of the date of and for lile 
periods presented in the annual filings, 

51. Similarly, each of the quarterly 'interim financial statements and quarterly 

MD&As were accompanied by separate certifications signed by Chan and Horsley which also 

asselied the following: 

1, Review: r have reviewed the interim financial report aml interim 
MD&A (together, the "interim :filings:') of Sino"Folest Corporation 
(the "issuer") for the interim period ended" .. 

2, No misrepresentations: Based on my knowledge, having 
exercised reaBonable diligenc~, the interim filings do not contain 
any untruB sjiltement of a material fact or omit to state a Dlaterial 
fact l'equired to be stated or that is necessary to make a statement 
not r'oJskadulg in light of the cb:cumstmwes under whioh it was 
made, with respect to the period covered by the iIlteri m filings. 

3, Fair presentation: Based on my.knowledge, havi;ng exercised 
reasonable diligence, the interim fimmcial report together wi.th the 
other financial infonnation included in the int.erim filings fairly 
present in all material respects the financial condition, financial 
performance and cash flows of the issuer, as of the date of and for 
the periods presented in the interim filings, 

52. However, these publicly filed oertifications were materially flilse and misleading 

because the Company's quarterly and annnal fmancial statements overstated its assets, revenues 

and earnings, and the nD;o-ative statements were mate,daLly false and misleading, These 

statements failed to disclose that the Company lacked adequate intemal controls to substantiate 

its fmancial perionnance or verify its assets flll.d contractual business re)atio1l8hips, that the 

Company and its operations were permeated by ul1Substantiated and Ul1disclosed related party 
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transactions,. and that the dooume)lt being certified contained materially false and mislea.ding 

information which materially overstated the Company's current financial situation and its future 

prospeots. 

D. Misrepresentations and Omissions Relating To Yunnan Forestry Assets 

53. On Maroh 23, 2007 Sill.o-Forest issued a press relea~e announcing that it had 

entered into an agreement to sell 26 million shares to several institutional investors for gross 

proceeds of $200 million and that the proceeds would be used for the acquisition of standing 

timber including, pursuant to a new agreement, the purchase of sta:bding timbor in China's 

Y,lnnan Province. TIle press release further stated that Sino-Forest. Panel (Asia) Inc. ("Sino­

Forest-Panel"), a wholly-owned subsidiary of Sino-Forest, had entered into (Oll fuat same day) an 

agreement wiih Gengma Dai and Wa Tribes Autonomolls Region FOl'esITY Company Ltd., 

("Gengma Foresb.y") in LinOilng City, Yunnan Province in the PRC. Under that Agreement, 

Sino-Forest"Panel would acquire approximately :200,000 hectares of non-state oWlled 

commerciijlstanding timber in Lincang City and slliTo1mding cities in Yunnan for $700 million 

to $1.4 billion over a 10-year period. 

54. Similar representations regarding the acquisition of these assets were ,uso made in 

Sino-Forest's Ql 2007 MD&A. Moreover, throughout the Class Period,. Sino-Forest discllssed 

its purported Yunnan acquisitions in other filings and public statements. In fue Con:pany's 20'[ 0 

AlF, filed on March 31, 2010, the Company asserted. that "[als of December 31, 2010, we have 

acq\ul'od approximately 190,300 hectlU0s of plantation. trees for US$925.9 million under the 

tenus of the master agreement" whlc.h had been entered into in Maroh 2007, It made a similar 

statement in its 2010 annual report, whioh was filed on May 10,2011. 
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55, However, as .subsequently ·disclosed, Sino-forest's and Defendants' statements 

concerning the acquisition of assets .in Y=~n Province were materially false and misleading 

because, among other reasons, Sino· Forest had acquired the rights to far less timber than the 

C011)flany had olaimed andJor the value attributed to the timber assets Pm]loltedly owned by 

Sil1o·Fo,est was materially overstated. As a restill, the Company's representations relating to its 

financial results and business WNe materially misleading as Defendants failed to disclose the 

true ambunt of timber acquired from Gel1gma Forestry, thereby overstating the assets carried on 

the balance sheet. 

E. Misrepresentations and Omissions Relating to the Offering of 2017 Notes 

56, On October 14, 2010, Sino-Forest, through the Underwriter Defendants, offered 

and sold the 2017 NMes. The Underwriter Defendants served as Joint Global Coordinators and 

Lead Bookrunning Managers, The 2017 Notes were purportedly exempt from registration under 

the U.S. Secul'ities Act because they were offered, pursuant to SEC Ru\e 144A, to qualified 

institutional buyers (inoluding those in the U.S.), and in offshore transactions to investors othel' 

than U.S, persons under SEC Regulation S. 

57. The 2017 Notes V{eIe sold pursclanUO the Offering Memorandum, which wa~ 

materially false and misleading as described below, and which was prepared by the Sino-Forest 

Defendants and .the Underwriter Defendants. The Offering MenlOl'8ndumspeoifioally 

in.corporates by rof~rellce Sino-forest's misleadin.g 2007, 2008 a:nd 2009 anl1ltal finwcial 

statements, its unaudited interim fiuandal statemen.tJ for the six months ended JnIl~ 30, 2009 and 

June 30, 2010, and Defendant E&Y's audit reports dated March 13, 2009 and March lG, 2010 

(with E&Y's consent). The Offering Memorandum states tha.! the documents inc~rporated by 

reference "form [an J integral part of [the 1 Offelwg Memorandum." 
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58, As underwriters of the Note Offering, the Underwriter Defendants had a duty to 

investors to conduct an adequate due diligence with respect to the representations in the Offering 

Memorandum, The Underwriter Defendants were reckless or negligent in performing due 

diligence on the Note Offering by failing, 8l.1J.ong other things, to determine the legitimacy of the 

multiple related party transactions at the Company or to ascertain the true value of the assets, 

properties and. business of Sino-Forest, resulting in the issuance of a materially false and 

misleading Offering MemorandUIl):. 

59. The Offering DOcltlllent was signed by the Underwriter Defendants and contained 

both Sino .. Forest's misleading financial statements and the misleading na:rrative descriptiol1of 

the Company and its future prospects, including the portrayal of the Company as a fast-growing, 

legitimate business which followed good corporate governance practices with positivo future 

prospectg fol' growth. In particular, the Offeri.ng Memorand1llll cited the C?mpany's competitive 

strengths il1Cluciing, among others, the following: (1) "Leading commercial forest plantation 

operator in the PRC with ostablished track record;" (li) "First mover advantage witll strong track 

record of obtaining and developing COI1J.l!).crciai tree plantations and ability to leverage our 

indushy foresight;" (iii) "Future growth supported 'by. long-te1fJJ. master agreements at agreed . , 

capped prices;" (iv) "Strong research and development capability, witll extenslve forestry 

management expertise in the PRC;" and (v) "Diversified revenue al)d asset base," 

GO, As desoribed above, the statements in the Offering Document were materially 

false and misleading because, contrary to the finallciat results reported in its financial statetllents, 

and contrary to the description of Company with major strengtils as a forest plantation operator, 

the Company '?i'1!(1 !;)ng~Red in fraudule;nt praotioes, resulting in the overstatement Qf assets, 

revenues and earnings, and misleading statements about its contractual relationships with c.eliam 

23 

223 



parties in the PRC related to the purchase of timber acreage. Thus, at the time of the Note 

Offering, investors were misled kcanse the Company's actual financial condition and future 

prospects were much worse tha,n these public statements indicated, 

F. MisreR),esentations and Omissions Rela.1ing to Code of Business Conduct 

~l. At all material ti:rnes, Sino-Forest maintained it had in place a Code of Business 

Conduct (the "Code"), wb.\ch govel11ed its employees, officers and directors. The f\~1 text of the 

code was posted on ti,e Company's Internet site and avai1~ble to investors. It stated that the 

members ·of senior management "are expected to lead accordiDg to high standards of ethical 

oonduct, in both words an.d actions." The Code further required that Sino-Forest representatives 

act in tho best interests of shareholders, tI,at corporate opportunities not be u~ed for personal 

gain, that insiders not trade in 8iM-Forest securities based on undisolosed knowledge 5'temming 

from their position or employment ,'lith Sino-Forest, that the Company's books and records be 

honest and aCGurate, that conflicts of interest be avoided, and lhat any violation.s o~· suspected 

violations of lhc Code, and any concerns regarding aoco\lllting, fmandal statement disclosure, 

internal acoo1.mting 01' disclosure controls or auditing matters, be reported, 

62. Nonetheless, all explained in this Complaint, the pubUcly clisclosed Code 

contained materiaily false a;nd misleading statements because, as described herein, Sino-Porest's 

top execl1tives did not actually follow lheprovisions of the Code. 

V. INITIAl. DISCI,OSURE OF FRAUD AT smo-FOREST 

63. A report published on June 2, 2011 by Muddy Waters (the "Report"), a research 

flIm lhat specializes in analyzing Chin.ese companies traded iu the United S·tates and Canada, 

reported that Smo-Forest and lttl finanCial statements were p6t1Ueated bY' frand. 

24 

224 



64. The RepOlt detailed the extensive invostigative effort and resources that Muddy 

Waters had undertaken to discover the trUtll about the Company: 

In order to oonduct our research, we utilized a team of lO persons 
,wo 4edicated mo st to all of their time ovor tY/O months to 
analyzing [Sino-Forest]. The team .inoluded professionals who 
focus on China from the disciplines of accounting, law, fmanoo, 
and manufaoturing. Our team read over 10,000 pages of 
documents in Chinese pertaining to tho company. We deployed 
professional investigator's to five cities. We retained four law 
fiuns as out$ide counsel to assist with our analysis. 

65. The Muddy Waters report concluded that the Company was extensively involved 

in business practices that were "blatantly lllegal" and that the Company's financial statemMts 

and othe;. reports to iuvestors were permeated by fraud According to the Report, Sino-Folest's 

remarkably consistent growth during tbe Class Period was illusory -- simply the result of "a 

PODzi scheme," rather than a real expansion in Sino-Forest's business. Acoording to Muddy 

Waters, the Company U$ed its supposed grov,rth and profitab)JJty to raise money fl.·om private 

lenders and the financialma.l'k::ts. This money, in tum, WE1S used to bolster an appeanmce of 

further growth and increased profitability, which in tum opened the door to additional funding 

from private lendem and the capital markets. According to the Report, however, the capital 

mised by Sino-Forest was 1101 used to expand the Comp:my's business, but was instead largely 

siphoned off by insiders in undisclosed related party transactions, 

66. At the heart of tile misconduct at Sino;Porest, acoording to Muddy Waters, is the 

Company's use of Als. The Report noted that Als apparently act as both. buyers aud sellers in 

Sino-Forest tTauSactiODg, For example, in one case uncovered by Muddy Waters, an Al 

purchased logs frQm Sino-Forest and delivered them to a chipping facility. Once the logs 

reached the facility they were sold back to SillO-Forest. Sino-Forest then turned around and sold 

the logs back to the Al who then proceeded to turn tbe logs into wood chips. The purpose of 
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these transactions, which were pointless fTom a business perspective, was to create the 

appearance of additional revenue for Sino-Forest 

67. The RepOli also dis010sed that Sino-Forest had vastly overstated its forestry 

assets. In China's Yurman Province alone the overstatement is potentially hundreds of millions 

of dollars, As noted above, in March 2007 Sino-Forest publicly aJJ1l01Juced that it had entered 

into an agreement to purchase up to 200,000 hectares of treeS in Lincang City in Yurman for 

$700 million to $l.4billion, but a review of relevant gove=t documents by Muddy Waters 

iudicated that the actual size of this pmchase was about 40,000 hectares. 

68. Furtl1enuore, although Sino-Forest generally does !lot identify the companies 

fsom which it purchases fores!!), assets, Muddy Wa.ters was able to identify many of these 

companies by means that in,eluded careful review of government records. Muddy Waters visited 

many of these entities, fi.udjng that fuel' "generally operated out of apartments while p1Upo;rtedly 

each doing =ual revenue in the hundreds of millions from IRE [Sino-Forest] alone," This 

disoovery supports Muddy Waters' conclusion that a SUbStalltial pOltion of the Company's 

reported pt]I'chases offorestry assets were greatly exaggerated or never occurred at all. 

69. The Report also noted that Sino-Forest had euga.ged in ,substa:otlal transactions 

with undisclosed related parties, trausaotions whioh are in violati.on of the applicable acoounting 

rules a:od, which require disclosure of related party transactions. All example is Jiangxi 

Zhonggau Industrial Development Company Ltd" which was incorporated jUllt months before 

Sino-Forest eutered into an approximately $700 million oontract with it in J\me 2009. The legal 

represmtative and President oftbis company is Sino-Forest Executive Vice Presidell~ Lam Hong 

Cl:)i\i. Aocordiug to Muddy Waters, Zbouggan's 2008 and 2009 audit .report shows "numc!'Ous 

large trau'lactio!1S between the Company, !RE, and other parties," Separately, Muddy Waters 
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identified Huaihua Yuda Wood Company Ltd" as "au undisclose;d TRE subsidiary that has been 

receiving massive amounts of money from TRE's subsidiaries," 

70. . On publication of the Muddy Waters Report, the price of Sino-Forest' s securities 

dropped dramatically. On June 2, 2011, the Company's shares, which had ended trading at 

$18.64 on June 1, ended trading Oil the OTC market at $7.33 and then fell furthel!, to .$5.41 on 

June 3, a price drop of 71 % over two days on snbstantially larger volume than normaL The 

pripes of the Company's debt securities also declined signiiicautly, 

VI. SINO·FORESt'S DENIALS AND FURTHER MISLEADING STATEMENTS 

71, Soon after publication of the Mnddy Watel'S Report, Defendants began an 

organized campaign to further mislead investors by falsely claiming that there was no 

misconduct at the Company, These misleading statements (~~ 72-76) continued to prop up the 

prices of Sino"Foxest $ecurities until trading was h[lted on August 26, 2011. 

72. In a June 3, 2011 press release, the Company assert<;d that "[tJhe Board of 

Directors and management of Sino-Forest ,'/ish to state clearly that fuere is no matel'ial change in 

its bnsiness or inaccuracy cQntained in its corporate reports and :filings that needs to be brought 

to the attention of the market, Further we recommend shareholders take extreme caution tn 

responding to the Muddy Waters repOlt." The release also qlloted Chau as saying the following:. 

"let nl0 say clem-ly that the allegations contained ill fuis report [by Muddy Waters] are inaocurate 

and unfol1uded." The release qlloted Horsley as saying "1 mn confident that the [Sino-Forest 

Board of Directors'] inc!epeudellt committee's examination will fInd these allegations to be 

demonstrably wrong." 

73. 1:n a June 6, 2011 pre.ss I'elease, Sino-Forest fUrthet si~ted that "The Cbllljlany 

believes Mllddy Waters' report to he inacourate, spurious and defamatory," The press release 
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quoted Chan ilB saying tlw following; "I stand by our audited financial statements, including the 

revenue and assets shown therein, All material related party transactions are appropriately 

disclosed in our financial statements. We do business with the parties identifi.ed in the report at 

arm's length. Those parties are not related or connected to' the Company 01' any of its 

management." 

74. During a June 14 conference call with investors, Chan suggested that the Muddy 

Waters allegations were entirely inaccurate, accusing Muddy Waters of a "pattem of sloppy 

diligence and gross inaccuracy." 

75. Moreover, even afier the release of the Muddy Waters Report, the Sino-Forest 

Defendants continued their practice; of making false and mislead:iJ.lg statements abont Sino" 

Forest's [manclal condition and future prospects. On both June 14, 2011 and August 15, 201 J, 

Sino-Forest fIled, respectively, its Ioterim Finanoial Statements and its MD&A oovering the fuse 

quarter. These fi.l.ings (which investors were later told they should not rely upon) contained 

mat.erial misrepresentations an.d omissions similar to those made in filings earlier in tile ClilBs 

Period: they falsely portrayed the Company aBa f!1<lt-growing, legitimate bllsmess which 

followed good corporate govel'llanoe practioes with positive future prospects for growth and they 

Platerially overstated the Compal1Y's revenue, eamings and assets, 

76. Tne August 15, 2011 MD&A also made 111e following false statement: "[ulnder 

the masbol' agreement entered in Maroh 2007 to acquire 200,000 hectares of plantatiDn trees over 

a 10-yeal' period in YUllnan, the Compa.ny has actually acquired 230,200 hectares of plantation 

trees for $1,193;459,000 as at March 31, 2011." In fact, a~ the Muddy Waters R~pOlt had 

disclosed, the Company had vastly oVers:l/l.tec\ the value of its holdings in Yunnan 1.)Uder the 

March 2007 agreement. 
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VII. CONFIRMATION OF THE FRAUD 

77. After publioation of the Muddy Waters Report, additional Investigations and 

disl(losures evidenoe that numerous statements by Sino-Forest durIng the Class Period were 

materia.llY false and l:o.lsleading or omittedmateriallnfonl1ation. 

A. The Globe ani!. M clilIJ;jvestigation 

78. A June 18, 2011 article In the highly respected Globe and Mail, Canada's largest-

circulation national newspaper, oonfirmed that Sino-Forest .had Ilrovided materially inaoourate 

information about the Company's holdIngs In Yunpan, which comprised a substantial portion of 

the Company's supposed forestry assets. The article stated, In part: 

The Globe's investigation raises particularly hard questions about a 
key agreement In March, 2007, that Slno-Fol'e@t say@ gave it the 
right to buy timber rights for up to 200,000 hectares of forest In 
Yunnan over a 1 0-year period for between ~700"mil1ion (U. S.) and 
$ lA-billion. The trees were to· be bought through a series of 
agreements with an entity called Gengma Dai and Wa ,Tribes 
Al>tollOlllOUB RegiOll Forestry Co. Ltd., also know.n a.s G~ngma 
Forestry. 

The company says it has fulfilled virtual1y all of the agreement 
with Gengma and now owns more (han 200,000 hectares in 
Yunnan. 

But officialS .with Gengma Forestry, InoludIng the ohairman, 
dispute the company's account of fuedea!, telling The Globe and 
Mail that the actual numbers are much sm"Jler. 

79. The Globe and Mall a.rticle reported that in an Interview with officials Involved in 

the Sino"Forest transaotions indicated that it had acquired less than 14,000 hectares. "lne artiole 

went on to say: 

'Mr. Xie's account oOl1'oborates the assemorlB of seniorfQrestry 
officials In the province. Speaking on condition of anonymity, 
thesc'officials ehaHengeci the company's statements that it controls 
more than 200,000 heotares of Yunnan trees, and said they are now 
investigating. 
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80. The Globe and Mail further reported: 

In a mitten wsponse to questions from The Globe, Sino-Forest 
said it stll11ds by its public statements regarding its Yunnan 
holdings. The company said it ha.s purchased about 13,300 
hectares of 'forestry assets and leased land' directly from Gengma 
Foresiry, and another 180,000 heotilres of 'forestry assets only' 
from other sellers, using Gengma as a purchasing agent. 

'The agreement has not been yet fulfilled as we have not 
completed the purchase of 200,000 hectares,' the company 
said.' 

That stateme!)! froUl Sino-Forest appears to contradict its own 
publicly filed fi!)a)lcjal reports. In its first quarter 2011 report, 
the company said that 'under the master agreement entered in 
March 2007 to acquire 200,000 hectares of pJantatio!) trees 
over a 10-year period jn Yunnan, the Company has actually 
acquired 230,200 hectares of plantation fj'ees for 
$1,193,459,000 as at March 31, 2011.' 

The company's 2010 almual infonuatIon foml filed with regulators 
earlier this year said that as of December 31, 2010, Sino-Forest had 
'acq\)il'ed approximately 190,300 heotill'es of plantationi)'ees for 
$925.9-million (U,S.) under (he termB of the master agreement.' 

The Globe'S investigation of the company's dealings and 
holdi!)gs in Yunnan points to inconsistencies in the company's 
accotlnting of its timber lights and raises broader questions 
about its business practices. 

81. In addition, it was reported that: 

As of 'tile end of 20.10, tlle oompany claimed control of about 
80.0..000 hectares of trees in nine Chhlese provinces plus New 
ZealaDd. Its ope!'ation in Y Ulman province, ill \'!-ddition to being its 
largest, is also the Olle for whldl it ha$ made additional disclQsmes 
recently in an attempt to defuse the allegations made in the Muddy 
Wa.ters J'epO!1. 

So far, however, it has disclosed purchase a.greements as well as 
forest and woodland rights certificates for about 7,0.0.0 heotares of 
forest in Yunnan. The company bas not disclosed significant 

'Unless otherwise indicated, all emphasis in quotations is added, 
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d()cumentation regarding its forestry holdings in other 
provinces. 

To find Gengma Forestry, Sino-FOl:est's local parmer in the so­
called 'Yunnan master agreement' - the 2007 deal said to be worth 
as much as $lA-billion - you have to duck down lID alleyway 
behind the drugstore on the main street of this nondescript trading 
city, then up a dusty cement staircase. 

On the landing is the litter-strevil1 office with an open door and a 
window protected by metal bars. Despite signing a deal with SillO­
Forest that should guarantee a windfall, the oompany has clearly 
fallen on hard times. 'Our relations with [Sino-Forest] were not 
totally good. They talked about a lot of !blug.s, but in the eud it 
was hard to get money from them,' scld Zhang Ling, Gengma 
Forestry's office manager. 

82. Statements of local ofTIci.als in Yunnan proYince also contradict the reported size 

of Sino-Forest's holdlugs: 

Senior forestry officials Iu the proYince challenged the company's 
assertion that it controls about 200,000 hectares of fotest in the 
region. Speaking on condition they not be identified, they said 
their records showed Siuo-Forest manages far less thllll that and 
said the Y1l1man Forestry BUJ"eall would begin an inv(\stigation 
aimed at determining the company's true holdings. 

83. Not ouly have the size of the hcldings been questioned, but so has the value as 

reported in Th.~ Globe and Mall: 

In. addition to the questions about Sino·forest's disclosures on the 
size of its .hcldings, forestry officials, as well as local timber 
brokers who spoke to Th.e Globe raised question.~ regmdIug the 
value SillO"Forest ai1ributes to its Yunnan assets; 

'It's velY hlll'd fol' anyone to say what the value of their property 
is,' said one forestry official, a.ddlug 111al forested land Iu Yunnan 
needed 1:0 be evaluated by a special body jointly appointed by the 
Forestry Bureau and the Ministry of Finance. Sluo;Forest has not 
requested such an official valuation of its land, he said. '(The 
valuation) must have two chops (official seals) and two foreslly 
resDuroe' evaluation experts and two licensed evaluators ... , Even I 
can't juot go Ihere and give it a value. ' 
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84. .Subsequently, in early September :;1,0.11, The Globe and Mail reported that "A 

Globe investigation, based on interviews with people associated \11th Sino-Forest 8JJ.d an 

examination of legal and reg,ulatory documents in Hong Kong and mainland China, has 

uncovered a pattern of questionable deals and disclosul'es from the company that date back to its 

earliest days." 

B. Investigations and Regulatory Actions 

85. On August 26, 2011 the Onta,io Stode Connnission issued a "Temporary Order" 

that said the following: "Sino-Forest and certain of its offioers and dJrectors inoluding ChBn 

appear to 00 engaging or pa.rtioipating in acts, practices or a course of conduot related to its 

seC\l:rities which it and/or they Imow Dr reasonably ought to know perpetuate a fraud on any 

person or company oontraty to seotion 126.1. of the [Ontario Securities] Aot and contrary to the 

publiointerest. " 

86. The Connnission halted trading in Sino-:Forest's stock on the Toronto Stock 

Exc.lJango effective AUgllst 26, 2011 Emd dema.n.ded that several of Sino-Forest's executives 

resign. Trading was halted in the U.S. on the OTe Bulletin- Board at 5:30 p.m. on A1Jgust 26, 

2011. 

87. On August 2&, The Globe and Mail reported that CEO Chan had resigned. The 

newspapel: also :reported that "[tjIll'ee Sino-Fol'est-Forost vice-presidents ._- Alfred Bung, George 

1-10 and Simon Yeung -- have been placed on administrative leave. Senior vice-president Albert 

Ip has been relieved of most of his duties but remains with the Oomp~ny to assist the internal 

probe." The newspaper also explained why Cha.n's depart:l.lJe had occurred: "Aocording to 

people farolliar with the c:cse, Mr .. Chan was confronted by company officials in Hong Kong last 

week after a review of e-mail accounts outside the company's network revealed questionable 
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transactiollsand. money transfers." Despite this evidence of misoonduct, Cban remains with the 

Compa:ny, baYing been gra:nted tbo title "Founding Cbab:man Emeritus." 

88. In late August Standard &; Poor's Ratings Services announoed that it was 

withdrawing its ratings on the Company's debt because "[rlecmt developments poir,t towards a 

higher likelihood that allegations offraud at th.e company will be substantiated." 

89. N a result of the suspension in the trading of Sino-Porest's oommon stock and 

disclosure ofllie suspected fraud, the shares are now ,1rtually worthless and the·value ofits Debt 

Seourities, including the 2017 Notes have declined substantially. On Novemoer 11,2011, it was 

announced that the Royal Canadian MotUlted Pollee had oommenoed a criminal investi'gation. 

90. Subsequently, on January 10, 2012, Sino-Forest announced that inve&tors should 

no longer rely upon its historical fmanoial statements and related audit reports. The Company 

stated that there was "no assurance" that it would be abJe to release third quarter financial re>mlt~ 

or audited fimnoial statements for its 2011 fiscal year. The Company further disclosed in the 

January 10, 2012 announcement that It was still unable to explain or resolve outstanding is@es, 

reJating to its financial results and bl)Sin.ess relationshlPs, including matters raised by documents 

identified by its auditOl: E&;Y and the OSc. 

VITI. MOTN ArION FOR FRA.Jm. 

91. The Sino-Forest Defendants had ample motive to commit fraud: the exaggerated 

reven\le, earnings WJd assets allowe(l the Company to contirme to rai.se substantial funds from 

lenders and investors, inilated the Company's stook price and provided a personal finanoial 

'windfall to the Individual Defendants whQ so'ld higllIy inflated stock to lUlsuspectiug investors .. 

92. fu addition to the billions of dolIars raised by Sino-Fotest d1l1:ing the Class Pelioo: 

(described above), Company inEiders also benefited directly by th<:> inflated vallll' of Sino-
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Forest's stock because of their substantisl stock holdings and because part oftheil: oompensation 

was in the form of stock optIons. Documents filed by the Company revealed that the Individual 

Defendants have sold over $44 million of Company stock since 2006, 

D t; d t' S I Of Sh . e en an s a es ares D' Cl P'l urmg ass erlO( 
Defendant Net Shares Sold Yalue$Can Yalue$U,S, 

(on 11I1Sm. 
SCan 1 ~$US 0,98494) 

ChillI 182000,00 $3,003,200,20 $2,957,970 
Hoxsle:t 531,431.00 $1l,157,962.93 $10989900 
Poon 3,037,900 $~0,054,387.32 $29,601,800 

r';fOTAL . 3,751,331 . $44,215,550.45 $43,549,670 

IX. CLASS ALLEGATIONS 

93. Plaintiffs bring this actIon on their own behalf and, purS1.Wnt to Article 9 of the 

New York Civil Practice Law and Rilles ("CPLR"), as a dass action on behalf of themselves and 

all persons or entities who purchased (i) Sino-Porest's common stock during the Class Peliod all 

the OTC market who were danlaged tl,erebYi and (H) all persons or entities who, during the Class 

Period, pumhased Debt Securities issued by Sino-Forest other than in Canada and who were 

damaged thereby. Excluded fro111 the Class are Defendants, the officers and directors of Sino-

For~,st during any pOltion of the Class Pe,iod, members of the immediate falllilies of the 

foregoing pel:Sons and the legal representatives, heil's, successors 6.1' assigns of such persons and 

any entity in wh\ch any Defendant has or had a oontrolling interest. The Class specifically 

excludes any investor who purchased Sino-Forest securities on the Toronto Stock Exchange or in 

Canada. 

94.' The daims of P.iaintiffs and the members of the Class have a COMnon origin and 

shaTe a COl1.'l.U10n basis. Thec)l\iil1;1.8 of aJl. Cls$$ Members origitmte. from the same improper 

conduct and arise J:\'om secllrities purchases entered into on the basis of the sarne materially 
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misleading statements ~nd omissions by Defendants during the Class Period, If brought IlIld 

prosecuted individually, each Class Member would necessarily be required to prove their 

respective claims upon the s~me facts, upon the same legal theories and would be seeking the 

same or similax relief, resulting in duplication IIDd waste of judicial resources, 

95, The members of the Class are so numerous tha.! joinder of all members is 

impracticable, Although all Class Members Call11ot be identitled Witilout discovery, Plaintiff 

believes that there are many thousands of class members, Sino-Forest has over 246 million 

shares ol)tstanding whioh actively traded on the aTe market (as well as in Canada on the 

Toronto Stook Exchange) and there are approximately $1,8 billion in Debt Securities outstand3ng 

inclllding, approximately, $600 million in2017 Notes, 

96. Common questions oJ; law IIDd fact exist as to all members of the Class and 

predominate oyer any questions solely affecting individual members of the Class, Among the 

questions of law and faot common to the Class axe: 

a, Whether Defendants made materially false and misleading statemellts or 
omissions; 

b, Whether Defendants engaged in IIDY acts that operated as a. fraud or deceit, 
or negligently misrepresented the Company's fllwncial condition to the 
Class; 

c, Whether DefendlIDls breached their fiduciary duties to Plaintiffs IIDd the 
class or were negligent in the performance ofthe!r duties; 

d. Whether Defendants' acts proximately caused injury to the Class or 
irreparably harmed the Class, IIDd ifso, the'appropriate relidto which the 
Class is entitled; and, 

e, Whether Defondants' acts constitute v,iolations oflaw for Which the Class 
is entitled to recover damages or other relief, 
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97, The prosecution of separate actions by individual members of the Class would 

also create a risk of inconsistent or varyil~g adjudications wiili respect to Individu.al members of 

the Class which would establish incompati101e right~ and standards of conduct for the parties 

involved in this case, The prosecution of sep_te actions by individual membe,s of the Class 

would also create a risk of adjudications wiili respect to individual members of ilie Class which 

would, as a practical matter, be dispositive of the Intiorests of other memb~rs of ilie Class or 

substantially impair or impede their abiliiy to proteot ilieir interests. 

98, Plaintiffs have engaged cOll-nsel experienced in complex class litigation and will 

fairly and adequately represent the interests of the Class, Plaintiffs' interests are co~eidensive 

wiili and not Mtagonistic to tllOse of the absent members of the Class. 

99, The members of the Class cannot reasonably be expeote(l to litigate this matter 

individually, Whether litigated individually or 8B a class, ilie causes of action asserted in this 

Complaint involve oompkx issues of law and will likely require exterurive and c~stly factual 

discQve!'y, especially If this CaBe proaeeds to trial. 111e costl of S\.I.ccessfully prosecuting such 

litigation will likely be beyond the resources of most members of ilie Class, 

X. APPLICATjON OF THE FRAUD ON THE MARKET PRESUMPTION 

100, During the Class Period, Sino-Forest was a high pmfile (',ompallY which regularly 

provided purportedly accurate information to investors about the Company's operations, Tbe 

Company was followed by numerous secUIities analysts, The securities at issue, Sino-Forest 

common stock and debt securities, were actively traded on efficient markets and pubUcly 

disclosed information. about the Company was incorpo'l"ated in the pricc of these seourities withhl 

a r()a~onable ammmt of time, 
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A. Common Stock 

lm. During the Class Period, Sino-Forest common stock was traded on the orc 

market in ilie United States, which is an open, well-developed and efficient market. Sino-Forest 

common stock WEiB traded. on the Toronto Stock.Exchange, all open, well developed and efficient 

market. There was a substantial volwne of trading in both the United States and Canada and the 

price of the shares traded in the United States was affected in the same way EiB the price of shares 

traded in Canada. 

102. The OTe market has no fixed location but investors thJ:oughout the United States, 

including in New York County, New York, can purchase OTC securities through registered 

brokers. The principal regulator of the OTC market is the Financial lndu.'ltry Regulatory 

Authority which has its principal offices in New York, NY and Washington, DC. 

B. 2017 Notes and Othe!:l>ebt Seclu;ities 

)03. According to the Compsny, the 2017 Notes "offering was made on a private 

placement basis in Canada, ilie United States and internationally pursuant to available 

exemptions, 1hrough a syndicate of initial p1.tl'chasers." TIle indenture agreement which governs 

the 2017 Notes provided that the notes are govemed by NewYol'k Jaw . 
.. , ' 

104. The 2017 Notes wele initially purchased by the Underwritel' Defendants. In the 

purchas(l agreement between the Underwriter Defendants and Sino-Forest, Bano of Amerka 

Securities LLC listed its address as One Bryant Park, New Yorl(, NY 10036 and Credit Suisse 

Securities (USA) LtC listed its address as Eleven Madison Avenue New Yo~k, NY 10010. 

During the Class Period and af'tel' their issuance there was an effkieut market for the 2017 Notos. 

1.05. The 2017 Notes could only be legally sold to non-U.S. persons and to U.S. 

persons who were qualified institutional buyers. There is an open and well developed market for 
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such securities which are issued by large and well !mown issuers suoh as .Sino-Forest and, 

specifically, there was an active and well-developed market for the 2017 N o(es and Sino-Forest's 

other Debt SecUrities during the Class Period. ClaBs MeUlbers were able (0 purchase 2017 

Notes and other Debt Seourities futhe OTC market. 

106. Accordingly, Class Members who purchased Sino-Forest oommon stock or 2017 

Notes, and other Debt Securities in the secondary mllrket are entitled to a presumption of reliance 

on the a.ccuracy of the prices paid. 

Xl. CAUSES OF ACTXON 

COUNT ONE 
AGAINST SINO-FOREST AND THE INDIVIDUAL DEFENDANTS FO_R FRAUD 

107. Plaintiffs repeat and reallege each of tho allegations set forth in above. This claim 

is asserted against Sino-Forest m,d the Individual Defendants for common law fraud.. 

108. As set forth herein, Sino-Forest and the Individual Defendants kllowingly or 

recklessly engaged and participated in a continuous course and scheme of fraudule,lt conduct to 

disseminate materially false infolmation about Sino-Forest's fmancial condition or failed to 

dlscloseJJJ,aterial information with the p}lTPose of infiatingthe prices of Si1l0-Pol'est's C?=O)1 

stock, the 2017 Notes l\ndSino .. Porest's· other debt securities. As intendod by the Sino-Porest 

Defendants, Plaintiffs and Class Members reasonably relied on these false and nusleadi.11g 

statements and failures to disclose and suffered substantial damages as a. result 

109. As a direct and proximate result of Sino-Porest and the Individual. Defendants' 

fraud., Plaintif.E~ and the Class have suffered economio losses in an amount to. be d~termined at 

trial. Sino"Forest and the Individual Defendants are jointly and severally Hable to tile Class for 

oo=on law fraud. 
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COUNT.TWO 
AGAItlST SINO~FOREST AND THE INDfVJDDAL DEIIENDANTS FOR CIVIL 

CONSPIRACY TO DEFRAUD 

110. Plaintiffs repeat and reallege each of the alkgations set above. This claim is 

asserted against Sino-Forest and the Individual Defendants for civil conspiracy to commit fraud. 

111. In fu:t1herance of a sd1eme to defraud ,investors, the Sino-Forest Defendants 

OOJ1,llptly agmed to combine their respective skills, expertise, resources, and reputations, thereby 

causing injury to Plaintiffs and the Class. 

112. As set forth in detail above, one or more of the conspirators made false 

representations of material facts, with scienter, and Plaintiffs' and Cla.% Members justifiably 

relied upon these lllis!'epresentations and were injured a8 a re~ult. 

113. As a direct and proximat.e consequence oft1J.e foregoing, Plaintiffs ood the Class 

have bUffered economic losses in an a:n:lOUJ.l1 to be dete1:IDined at trial, Because Sino-Forem: a.lld 

the Individual Defendants eonspi.red amongst themselves and with others to carry out this 

fraudulmt scheme, the Sino·Fo,rest Defendants are jointly and severally liable both for their ow:n 

lrnowledge and conduot and for the knowledge and conduct of their, co-conspirators in 

furtherance of the fraud, 

COUNTT,HREE 
AGAINST SINO· FOREST ANI! T~IVIDDAL DEFENDANTS FOR AIDING AND 

ABE'l.TING FRAUD 

114, Plai.ntiffs repeat and reallege each ofthe allegations set forth aboye, This claim is 

asserted against Sino-Forest and the Individual Defendants for aiding arid abetting oommon law 

fraud. The Sino-Forest Defendants were aware of the fraudulent scheme that is the snbject of 

this COll1plaintand each of these Defendants provided substantial assistance to tll~ perpetratoJ:g 

of this scheme, 
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115, As a direct and 'proximate result of the Sino"Forest Defendants' aiding and 

abetting of the fraud, Plaintiffs Md the Class have suffered economic losses in an amount to be 

derermined at trial, Sino-Porest and the Individual Defendants are jointly and severally liable to 

the Class for aiding and abetting common law fraud. 

£OUNTFOD'R 
AGAINST SINO"FOREST FOR UNJUST ENRICHMENT 

116, Plaintiffs repeat and reallege e~ch of the allegations set forth above. This claim is 

asserted against Sino-Forest for unjust enrichment, 

117. In connection with the fraudulent scheme set out in this Complaint Defel)ciant 

Sino-Forest received payment for the sale afthe 2017 Notes. Defendant Sino-Forest would not 

have been able to sell the 2017 Notes 01' would only have been able to sell these notes at a lower 

pdce had the tme facts about Sino,Forest' sbusiness and fmancialcondit.ion been known. 

Consequently, Sino"Forest unjustly received money from tbe purchasers of JIB securities and it 

would. be unjust to allow Sino-Forest to keep this improperly earned money and should be 

required to repay it, 

COJJj'lTFLVE 
AGAINS1' E&Y FOR BREACH OF FIDD'CIARJ::.PUTY 

118, Plaintiffs repeat and.l'eallege eaohof the allegations Bet forth above. This elaim is 

asserted against the E&Y Defendant') for breach of fiduciary duties, Plaio:tiffs specilloally 

discJahu any aliegation of fraud or fraudulent intent ofE&Y with respect to this C01l11t. 

119, The E&Y Defendants had a fiduciary relationship to Plaintiffs and Class 

Memb<1r3 ill tbat the E& Y Defendants owed Plaintiffs and Class Members a duty of ordinary alld 

<easonable care and good faith which arose from the relationships between the E&Y Defel1dELl1ts 
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and the Plaintiffs and Class Members who were the Intmded users of the financial statements 

certified by toe E&Y Defendants, The B&Y Defendants breached these £iduci~<y duties by 

certif)ringmaterially false and misleading fmallcial statements, having known of the material 

misstatements or omissions, or ha,ving failed to do reasonable due diligence wbich would have 

discovered the false an4 misleading naM:e of these financial statements, 

120, The E&Y Defendants breached their fiduciary dutilO's to Plaintiffs by failing to 

pelionn their audits of Sino-,Forest's final statements in accordance with Canadian OMS by, 

inter alia, failing to obtai,n competent evidentiary material in support of the Company's 

representations in its fmandal statements aJ:1d E& Y' s audit opiuion, 

121. As a direct andprOldll1ate result of the ]3& Y Defendants' breach of fiduciary duty, 

Plaintiffs and the Class have suffered economio losses in an I'lJX10unt to be determined acoording 

to proof at tda.!. The E&Y Defendants are jomtly and severally liable to i'lle Class fur breach of 

fiduciary duty, 

COUNTSlX 
AGAINST E&Y FOR NEGLIGENT MlSREPRESENTATION 

122, :Plaintiffs repeat and reallege each of the allegations set forth above. This claim is 

asserted against the E&Y Defendants for negligent misrepresentation, Plaintiffs spedfically 

exclude any aUegatiollB of fraud or fraudulent intent ofE&Y with respect to tin.s CO\L1J.t, 

123. The B&Y Defendants had a special relationslnp of trust fll.ld oonfidence with 

Pla.iJJ:tiff.~ and Class Members because of their status as outside auditors of Sino-Forest that gave 

rise to a duty to exercise duy care in the performance of their duties, 111ese Defendants knew or 

were reckless in not knowing that Plaintiffs and Class Members were relying on them to exercise 

reasonabl" care mtb.e performance of their duties, 
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124. As set forth herein, the E& Y Defendants negligently made false and misleading 

statements that icl1ated the price of Sino-Forest's securities, including by negligently failing to" 

disclose mate,ia) information fhey were obligated to disclose. The E&Y defendants negligently 

misrepresented to Plaintiffs and Class Membel's that they had perfomed'audits of Sino-Forest's 

financial Statements in accordance wiili Canadian GAAS and iliat the Company's finruJoia.1 

statement were properly presented in accordlmce with Canadian. GAAP, 

125. Plaintiffs and Class Members reasonably relied on these false and misleading 

statemen.ts and failures to disclose and suffered substantial damages as a result. The E& Y 

D~fendants were at least negligent in making such statements, includin,g because they failed to 

condue! app,opriate due diligence before maldng such statCDltlllts by, inter alia, failing to obtain 

oompetent evldentilU'Y matedal in SUppOlt of the .Compauy's representations in its financial 

stBteroents and E&Y audit opiniQn. 

126, As a direct and proximate result of the E&Y Defendants' negligent 

misrepresentations, Plaintiffs atld the Class have suffered economic losses in an amount to b(;l 

dete)'l)liued according to proof at triaL The E&Y Defendants are jointly a:nd severa1!)' liable to 

the Class for negligent misrepresentation, 

COUNT SEVEN 
AGAINST E& Y .FOR GROSS ~EqLIGENCE 

127. Plaintiffs repeat and reallege each ofthe allegations set forth above. This claim is 

asselted against the E&Y Defendants for gross nl'gligence. Plaintiffs specifically exclude any 

allegations of fraud or fraudulent intcnt of E& Y with respeot to this COUll!. 

128. The E&Y Defendants had a special relationship with Plaintiffs and Class 

Members because of their status as outside auditors of Sino-Forest, a relationsbip that gave rise 
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to a duty to ~xeroise due care in the performance of the E&Y Defendants' duties. The E&Y 

Defendants knew or were reckless in not knowing that Class Members were relying on them to 

exercise reasonable diligence in the performance of their duties. The E&Y Defelldants were 

grossly negligellt in the performance of tileir duties, including by failing to cOJ1ductadequate du.e 

diligence. The E&Y Defendants breached their finding changes to Plaintiffs by failing to 

perfoml their audits of Sino-Porest's fmal statements in accordance with Canadian GAAS by, 

inter alia, failing to obtain competent eVidentiary material in support of the Company's 

representations in its fmanoiaJ statements and E& Y audit opinion. 

129. As a direct and p,oxlrnate result of the E&Y Defendants' gross negligence, 

Plaintiffu and the Class have suffered economic losses ill an amount to be detcrmined by proof at 

trial. The E&Y Defendants !lrc jointly and severally liable to the Class for gross negligence. 

COUNT EIGHT 
AGAINST E& Y FOR NEGLIGENCE 

130. Plaintiffs repeat and reallege each of the allegations set forth above. This cla.im is 

asserted against the E&Y Defendants for negligenoe. Plaintiffs specifically exclude any 

allegations of fraud or fraudulent intent ofB&Ywith respect to this count. 

131. The E&Y Defendants had a special relationship with Class Members beoause of 

1l1eir status as independent auditor of Sino-Forest, a relatio))J)hip that gave rise to a duty to 

exercise due care in the performance of the E&Y Defendants' duties. The E&Y Defendants 

knew or were reoldess in not knowing that Plainllffs and Class Members were relying on tile 

E&Y Defemdants to exeroise reasonable diligence in the performance oftl1eir duties. The E&Y 

Defendants were negligent in the perforrnarwe of their duties; specifically the E&Y Defendants 

breached 1l1err duties to Plaintiffs by failing to perform their audits of Sino-Forest's fmal 
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statements in accordance with Canadian' GAAS, including by failing to conduct adequate due 

diligence by, inter alia, failing to obtain competent evidentiary material in support of the 

Company's represenwtions in its financial st.atements and E&Y audit opinion. 

132: As a dixect and proximate result of the E&Y Defendants' negligence, Plaintiffs 

and the Class have suffered economio lossos in an amount to be determined by proof at trial. 

The E&Y Defendants are jointly and severally liable to the Class for negligenoe. 

COUNT NINE 
AGAINST TfIE UNDERWRITER DEFENDANTS FORNEGLIGEl'iT 

MISREPRESENTATlON 

133. Plaintiff IMF repeats and realleges eaoh of the allegations set forth above. Tbis 

cJai.m is asserted against the Underwriter Defendants fat negli gent. misrepresentation on behalf of 

all Class Members who purchased the 2017 Notes on the Offer.ing. Plaintiff IMF specifically 

excludes allY allegations of fraud or fraudl)Ient intent of Un del writer Defendants with respeot to 

this count. 

134. The Undelwriter Defendants had a special relationship with IMF and those Class 

Members who purchased the 2017 Notes from the Underwriter Defendants because of their 

status as underwriters, which gave rise to a dl)ty to exercise due care in the performan!}e of their 

duties. The Underwriter Defendants knew 01' were r;eck\ess in not knowing that each Class 

M()mber who pmchased the 2017 Notes was relying on tbem to exel'ci,se reasonable care in the 

perfo,mance of their duties. 

135. As set forth herein, the Underwriter Defendants negligently made false and 

misleading statements that inflated the price of the 2017 Notes, including by negligently failing 

to discfose material information they were obligated to disclose, Plaintiff IMF arid Class 

Members reasonably relied on these false and misleading statements and failures to disclose and 
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suffered subsmntial damages as a result, The Underwriter Defendants were at least negligent in 

maldng such statements, including because they failed to conduct appl'opriate d'le diligence 

before making such statements, 

136, As a ,Hrect and proximate result of the Underwriter Defendants' negligent 

misrepresentation, Plaintiffs alld the members of the Class have suffered economic losses in an 

amount to be detenuined by proof at trial, The Underw.riter Defendants are joi:utly end severally 

liabJe to the Class for negligent misrepresentation. 

COUNT TEN 
MMmST THE UNDERWRITER DEFENDANTS FQR GROSS NEGLIGENCE 

137. Plaintiff IMF repeats and realleges eaoh of the allegations set above, This clair!) 

is asserted against the Underwriter Defend.ants for negligent misrepresentation OIl behalf of all 

Class Members who pu.rchased the 2017 Notes on tbe Offering, Plaintiffs specifically exclude 

any allegations of fraud or fraudulent intent of the Underwriter Defendants with respect to th.i.s 

COUllt, 

138, The Underwriter DefenClants had a special relationship with Plamtiff IMF Elnd 

Class Members because of their status ~ underwriters that gave rise to a dUiy to exerdse du.e 

care in the performal1Ce of their duties, These DefendantB10lew or were recJ.desa in not knowing 

that Class Members were relying on them to exercise reasonable diligenoe in the perfonnance of 

their duties, These Detendants were grossly negligent in tho perforl1mnoe of their duties, 

including by failing to conduct adequate due diligenoe. 

139, As a direct and proximate result of the Unde!:Vll'iter Defendants' gross negligence, 

Plaiutiff IMF and the Class have suffered economic losses in an amouut to be d.etermined by 
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proof at trial. The Underwriter Defendants are jointly and severally liable to Plaintiff IMP and 

the Class for gross negligence. 

COWTELEVEN 
AGAINST THE UNDERWRITER DEFENDANTS FOR NEGLIGENCE 

140. Plaintiff IMF repeats and realleges each of the allegations set forth above. This 

claim is asserted against the Underwriter DefencU1l1ts for negligence on behalf of Plaintiff 111F 

and all Class Membel:S who purchased the 2017 Notes on the Offering. Plaintiff speoifically 

exclu.des any allegations of fraud or fraudwent intent of the Underwriter Defendants with respoot 

to flus COUllt. 

141. The Underwri.ter DefendaJ.1L~ had a special relationship witb Class Members who 

purchased Ihe 2017 Notes from them because of their stat\IS as \lllcterwriters that gave rise to a 

duty to exercise due care il1. the performance of their duties. The Undenvriter Defendants knew 

or were reckless ill nat knowing tilat Plaintiff 1M)" and Class Members werc r:elymg 011 them to 

exercise reasonable diligence in the perfol1banoe of their dnties. The Underwriter Defendants 

were negligent in tbe perfOlIDance of their duties, includ.ing by failing to conduct due diligence. 

142. As a dU·eot. and proZ;inlate res1~t of the Und.erwriter Defendants' negligence, 

Plaintiff 00 and ·the Class have suffered eco!).omic losses in an arnO\lllt to be determined a.t trial. 

The Underwriter Defendants are jointly 8l.ld severally liable to Plaintiff 1M)" and the Class fol' 

negligence. 

XlI. PRAYER FOg RELIEF AND JURy DEMAND 

WHEREFORE, Plaintiffs and tbe Class hereby demands a trial by jury, and seek a 

j ucigmellt: 
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A. Awarding PlaJntiif-q and tlJ.e Class all comp~(lsatory damages they suffered, 
including lost profits and consequential and inoidental damages, as a result of the 
wrongful conduct oftIJ.o Defendants, in an amount 1.0 be determined atuta!; 

B. Awarding Plainti:ffs and the Class damages arising from Defendants' unjust 
entichrnent; 

C. Awarding Plaintiffs and the Class punitive damages in au amount to be 
detennined attrial; 

D. Awarding Plaintiffs and the CIMS pre,judgment and post"judgment iutere,!: 

E. Awarding Plaintiffs and the elMS thei)' costs, expert fees, e"-"PeMes and attorneys' 
fees iJ1culTW in connection with this action to the maximum elhtent permitted by 
law; 

F. Awarding Plaintiffs and tbe Class such other ancl fu,i:her re[J.ef as the Court fir!ds 
just mJ.d propel'. . 

Dated: January 27,2012 
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Respectfully submitted, 

COBEN MILSTElN SBLLERS & 
YOLLPLLC 

~.~/-t:Ae::?--&_ 
:iuchal'dS. Speb:s 
Kenneth M. Rehus 
88 Pine Street 14th Floor 
New York, NY 10005 

. Phone: (212) 838 .. 7797 
Facsimile: (212) 838 .. 7745 

-and· 

Steven J. Toll 
Matthew B. Kaplan 
1100 New York,Ave., N.W. 
West Tower, Stllte 500 
Wa.shington, D.C. 20005 
Phone: (202) 40804600 
Facsimile; (202) 4084699 

Attomeys for Plaintiff and the Proposed 
Class 
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SDl?REME COURT OF T.I1E 81' ATE OF NEW YORK 
COUNTY O'F NEW YORK 

DA YID LEAP AJU)lindTMFFINANCii-SA on their ) 
own behalfaud OJ;) behalf of all others similarly situated, ) 

) 
Plaintiffs, ) INDEX NO'. 

) 
v. ) YERIFICA nO'N 

) 
AL):,EN T.Y, CHAN, DAVID .T, HORSLEY, KAt KIT ) 
POUN, BANe O'P AMERICA SECURlTL8S LLC, ) 
CREDIT SUISSE SECURlTlES (USA) LLC, SINO" ) 
FOREST CORPORATION, ERNST & YOUNG ) 
GLOBAL LIMITED, and ERNST & YO'UNG LLP, ) 

) 
Detendant~. ) 

----) 

STATE 01' NEW YORK ) 
CLTYOFNEWYORK ) 
COUN'rY OP NEW YORK ) 

Kenneth M, Rehus, being duly sworn, states that he Is one of the attorneys for Plaintiffs 
in this action and that tho foregoing com.plaiut Is true to hls own knowledge, except as to matters 
fherein stated 011 information and bellef nnd as to those matters he believes to ·be true; tbat the 
ground of his beliof as to all matters Xlot stated upon hls know ledge are UPO!! rcv.(ew of publioly 
ayaHable seourities filings, media and n"wspaper artioles fllld infonnation cOlltainrxl on the 
Internet; and that the reason why the verification is nol made by Pl.intii'fu David Leapard and 
lMF Finance SA is that these Plaintiff~ are not in the county wheto Plaintiff's .attomey has his 
office. 

Ken;ethM. Rehm 

Swomhefore me fuis 11'~ay ofJanuary, 2012 

JESS!; J. LEE 
Notary Public, State at New York 

No,01LEGt6786B 
Quallfle(l in Now York County I c:" 

Commission li;xplres ,ivna 4, 20e!J" 1 
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THE AFFIDAVIT OF ELIZABETH FIMIO 

SWORN JUNE 8, 2012 

A Commissioner, etc. 

Daniel Holden 
Barrister & Solicitor 
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Sino-Forest Announces that Approximately 72% of Noteholders 
have signed Support Agreement 

TORONTO, CANADA - June 8, 2012 - Sino-Forest Corporation ("Sino-Forest" or the 
"Company") announced today that holders of approximately 72% of the aggregate 
principal amount of the Company's outstanding notes have agreed to be parties to the 
restructuring support agreement (the "Support Agreement") entered into by, among 
others, the Company and an ad hoc committee of its noteholders (the "Ad Hoc 
Committee") on March 30, 2012, which provides for the material terms of a transaction 
(the "Transaction") which would involve either a sale of the Company to a third party or 
a restructuring under which the noteholders would acquire substantially all of the assets 
of the Company, including the shares of all of its direct subsidiaries which own, directly 
or indirectly, all of the business operations of the Company. 

On March 30, 2012, the Company announced that it had reached agreement with the 
Ad Hoc Committee on the material terms of the Transaction. On March 30, 2012, the 
members of the Ad Hoc Committee, who hold approximately 40% of the aggregate 
principal amount of the Company's 5% Convertible Senior Notes due 2013, 10.25% 
Guaranteed Senior Notes due 2014, 4.25% Convertible Senior Notes due 2016 and 
6.25% Guaranteed Senior Notes due 2017 (collectively, the "Notes" and holders of 
Notes, the "Noteholders") executed the Support Agreement in which they agreed to 
support and vote for the Transaction. As announced on March 30, 2012, the Company 
continued to solicit additional Noteholder support for the Transaction and all 
Noteholders who wished to become "Consenting Noteholders" and participate in the 
Early Consent Consideration (as defined in the Support Agreement) were invited and 
permitted to do so until the early consent deadline of May 15, 2012. 

Noteholders holding in aggregate approximately 72% of the principal amount of the. 
Notes, and representing over 66.67% of the prinCipal amount of each of the four series 
of Notes, have now agreed to be parties to the Support Agreement. 

Inquiries 

All inquiries regarding the Company's proceedings under the Companies' Creditors 
Arrangement Act ("CCAA") should be directed to the Monitor via email at: 
sfc@fticonsulting.com, or telephone: (416) 649-8094. Information about the CCM 
proceedings, including copies of all court orders and the Monitor's reports, are available 
at the Monitor's website http://cfcanada.fticonsulting.com/sfc. 

FOR OTHER INQUIRIES PLEASE CONTACT: 
BRUNSWICK GROUP LIMITED 
Tel: + 1 6466257452 

FOR MEDIA INQUIRIES PLEASE CONTACT: 
BRUNSWICK GROUP LIMITED 
Email: sinoforest@brunswickgroup.com 
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New York 
Stan Neve 
Tel: +12123333810 

Hong Kong 
Tim Payne 
Cindy Leggett-Flynn 
Tel: +852 3512 5000 
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.s.c. 1985, c. C-36, AS AMENDED AND IN THE 
MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

Proceedings commenced in Toronto 

AFFIDAVIT OF ELIZABETH FIMIO 
(Sworn June 8, 2012) 

BENNETT JONES LLP 
One FITst Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5X1A4 

Robert W. Staley (LSUC #27115J) 
Kevin Zych (LSUC #331291) 
Derek J. Bell (LSUC #43420J) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 
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Court of Appeal File Number: M41654! M41655/ M41656 

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

COURT OF APPEAL FOR ONTARIO 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, R.S.C. 198.5,c. C-36, AS AMENDED 

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

AFFIDAVIT OF ELIZABETH FIMIO 
(Sworn September 10, 2012) 

I, ELIZABETH FIMIO, of the City of Burlington, in the Regional Municipality of 

Halton, AFFIRM: 

1. I am an assistant at Bennett Jones LLP, counsel for Sino-Forest Corporation, and as such, 

have personal knowledge of the matters set out below, except where otherwise stated. Where I 

do not possess personal knowledge, I have stated the 'source of my information and I believe 

such information to be true. 

2. Attached as Exhibit "All is a copy of the Stay Extension Order of the Honourable Justice 

Morawetz dated May 31,2012. 

3. Attached as Exhibit "BII is a copy of the Notice of Motion (Motion Regarding the Status of 

Shareholder Claims and Related Indemnity Claims under the CCAA) filed by Sino~Forest 

Corporation in the within application on July 8, 2012. 



2 

4. Attached as Exhibit "ell is a copy of the Plan Filing and Meeting Order and Endorsement 

of the Honourable Justice Morawetz dated August 31, 2012. 

5. Each of the moving parties served their respective Notices of Motion for .leave to appeal 

the Equity Claims Order on August 16,2012. A copy of the covering emails from BDO Limited, 

Ernst & Young LLPand the unde1writers named in the class actions are attached as Exhibit "DII. 

AFFIRMED BEFORE ME ,at the City of 
Toronto, in the Province of Ontario this 10th 

dt?){~& 

) 
) 
) 
) 
) 

Elizabeth Fimio 
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THE AFFIDAVIT OF ELIZABETH FIMIO 

SWORN SEPTEMBER 10, 2012 

A Commissioner, etc. 
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Court File No. CVw 12-9667-00CL 

ONTAlUO 

SUPERIOR CQURTOF mSTICrr, 

COMMERCIAL LIST 

THE HONOURABLE MR. 

JUSTICE MORA WETZ 

) 
) 
) DAY OF MAY, 2012 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT) R.S.C. 1985,0. C-36) AS AMENDED 

/6()61T~~~ND IN THE MA TIER OF A PLAN OF COMPROMISE OR 
k,frl r~T§'] '~! NOEMENT OF SINO-FOREST CORPORATION 

la~' (l, 
\n fl'), 

~ R ~ OME 
(StnyExtension) 

THIS MOTION, made by Sino~Forest Corporation ('SFC II
) for the relief set out in 

SFGs notice of motion dated May 25, 2012 was' heard this duy at 330 University Avenue> 

Toronto,OntarJo. 

ON RBADlNG the affidavit of W. Judson Matiin sworn May 25, 2012 (the "Martin 

Af:fidavit") and the Exhibits thereto 'and the Ihird report of FTJ Consulting Canada Inc. in iLs 

capacity as monitor (the IlMonitor ll
) dated May 25\ 2012 (t11e "Third Reportll) "nd on hearing 

submissions of coullsel for SFC, the Monitor, the board of directors of SFC, the Ad Hoc 

Noteholders and those othel' parties present) 

SERVICE 

1. THIS COURT ORDERS that the time for the service of the Notice of Motioll, the Third 

Report and the Motion Record is hereby abl'idged so that this Molion is properly returnable today 

and hereby dispenses with further service thereof. 

2. THIS COURT ORDERS that oapitalized terms used herein and not otherwise defined 

shall have the meal1inggiven to them in the Martin. Affidavit. 
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EXTENSION OF THE STAY PERIOD 

3, TJ-IlS COURT ORDERS that the Stay Period (as defined in U10 Initial Order) be and 18 

hereby extended to September 28, 2012, 

FOREIGN PROCEEOlNGS 

4. TH1S COURT HEREBY REQUESTS th(;\ aid and recognition of any court, tribunal, 

regulatory or administrative body having jurisdiction in CanadEl) the United States, Barbados, the 

Britisb Virgin Islands, Cayman Islrulds, Hong Kong, the PeopJe's Republ·ic of China or in any 

other foreign jurisdioOOD, to give effeot to Glis Order and to assist the AppJica11t, the Monltor and 

their respecfiveagents in carrying out the telms of this Ol'der, All courts, tribunals, regulatory 

und administrative bodies are hereby respectfully requested to make s1.1ch orders and to provide 

such assistance to the Applicant and to the Monitor, as an offioer ·of thls Court, as may be 

necessary or desirable to give effect to Ihls Order, to grnnt representative status to tl1e Monitor in 

any foreign prooeeding, or to assist the AppHcant and Uje MonHor and their respective agents in 

c81Tying out the terms of this Order, 

5, THIS COURT ORDERS thaI each ofthe Applicant and the Monitor be at liberty and is 

herehy authorized and empowered to apply to any court, tribunal, regulatory or administrative 

body, wherever located, for the recognitton of this Order and for assistance in carrying out the 

tenns of this Ordcr and any other Order issued in these proceedings. 

ENTERED I\T / lNSORIT A TORONTO 
ON 1800K NO: 

LE / DANS LE F'lEGISTRE N~ 

MAY 3 1 2012 J(j 
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IN THE MATTER OF THE coMPANIES CREDITORS' AKRANGElYlENT ACT, R..S.C 1985, Co C-36, AS AJ.VfENDED Al'ID:IN THE 
MATTER OF A PLAN OR COMPRONllSE OR ARRANGEMENT OF SINO~FOREST CORPORATION 

Court File No. CV-1.2-9667~OOCL 

ONTARIO 
SUPERIOR COURT OF JUStICE 

(CO:Ml\1ERCIAL LIST) 

Proceedings commenced in Toronto 

ORDER 

BENNETtJONESLLP 
One :First Canadian Place 
SUite 3400, P.O. Box]30 
Toronto> Ontario 
M5XIA4 

Robert W. Staley (LSUC #271151) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #43420J) 
Raj Salmi (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-]200 

, Fax.: 416-863-1716 

Lawyers for the Applicant 
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Court File No. CV-12-9667-00CL 

ONTAJUO 
SUPERlOR COURT OF ruSTICE 

COMMERCIAL LIST 

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

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

CORPORATION 

NOTICE OF MOTION 

(Motion Regarding the Status of Shareholder Claims 
and Related Indemnity Claims under the CCAA) 

The applicant) Sino-Forest Corporation C'SFC lI
\ will make amotion to the Honourable 

Mr. Justice Morawetz of the Commercial List court on Friday) June 151
\ 2012 at 10:00 a.m., or 

as soon after that time as the motion can be heard, at 330 University Avenue, Toronto, Ontario. 

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

THE MOTION IS FOR: 

1. An order that the claims against .sFC resulting from the ownership, pUl'chase or sale of an 

equity interest in SFC, including, without limitation, the claims by or on behalf.of current 

or former shareholders asserted in the proceedings listed in Schedule "A" (oollectively, 

the IIShareholder Claims") are "equity claims" as defined in section 2 of the Companies' 

Creditors Arrangement Act (the "CCAA"), being claims in respect of monetary losses 

resulting from the ownership) purchase or sale of an equity interest) being shares in SFC; 



~ 2 " 

2. An order that any indemnifIcation claims against SFC related to or arising from the 

Shareholder Claims, including, without limitation, by or on behalf of any of the other 

defendants to the proceedings listed in Schedule JIA" (the "Related Indemnity ClaimsJl
), 

are "equity claims ll under the CCAA, being claims for contribution 01' indemnity in 

respect of a claim that is an equity claim; 

3. A direction that the order is without prejudice to SFC's right to apply for a similar order 

with respect to (i) any claims in the Statement of Claim that are in respect of Securities 

other than shares and (ii)any indemnification claims against SFC related thereto; and 

4. Such further and other relief as counsel may request and this Honourable Court deems 

just. 

THE GROUNDS FOR THE MOTION ARE: 

BACKGROUND 

1. On March 30, 2012, this Honourable Court made an Initial Order granting a stay of 

proceedings in relation to SFC and its business and property and appointing FTI 

Consulting Canada Inc. as the Monitor in the CCAA proceedings; 

2. Also on March 30, 2012, this Honourable Court made the Sale Process Order approving 

the sale process prooedures attached thereto and authotizing and directing SFC, the 

Monitor and Houlihan Lokey to carry out the sale prooess; 

3. At the commencement ofthese prooeedings, SFC advised that it was very impOltant for 

these proceedings to be successfully completed as soon as possible in order to, among 
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other things, (i) enable the business operated in the Peoplels Republic of China (the 

"PRell) to be separated from SFC and put under new ownershlp; (ii) enable the 

restructured business to participate in the Q4 sale season in the PRC market, and (iii) 

maintain the confidence of stakeholders in the PRC (including local Md national 

goverm11ental bodies, PRC lenders and other stakeholders) that the business in the PRC 

can be successfully separated from SFC and operate in the ordinary course in the near 

future. As summarized by the Monitor in paragraph 21 of its Report dated March 30, 

2012, "In summary, Sino-Forest' s state of affairs is such that it cannot maintain a status 

quo for much longer, II 

4. To that end, Md consistent with the Support Agreement that SFC has negotiated with the 

ad hoc committee of noteholders, SFC intends to file a plm1 of compromise or 

mTMgement (the "Plan") under the CCAA by no later thM August 27,2012, based on the 

deadlines set out in the Support Agreemental1d the commercial reality that SFC must 

complete its restructlU'ing as soon as possible; 

5, Noteholders holding in excess of $1 ,296,000al1d approximately 72% of the total debt of 

approximately $1.8 billion of SFCIS noteholder debt have executed written support 

agreements to support the pIal1 outlined in the announced SFC CCAA pIal1 of MaTch 30, 

2012. Accordingly, there is significant support for SFC to emerge from CCAA to 

maximize value for all stakeholders and ensure certainty with the overall business of SFC 

al1d its subsidim'ies; 

6. On May 14, 2012, this Honourable Court issued a Claims Procedure Order which 

established June 20, 2012 as the Claims Bar Date; 
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7, By Statement of Claim (as defined below)) the class action plaintiffs have made 

significant Shareholder Claims against SFC and other defendants, and certain of these 

defendants have stated in these proceedings that they have significant, related indemnity 

claims against SFC in respect of the Shareholder Claims made against them, and have not 

confilmed that these claims are not "equity claims"; 

8, In light of the need to comp'Jete these restructuring proceedings as soon as possible, and 

with a view to having a meeting of creditors in August, 2012, it is necessary to have the 

legal status of these Shareholder Claims against SFC and Related Indemnity Glaims 

confilmed as "equity claims" as :soon as possible in order to ensure that the CCAA 

proceedings advance in an efficient and effective manner so as to best ensure the business 

and operations of SFCare protected under the current circumstances; 

SHAREHOLDER CLAIMS 

9, By Fresh as Amended Statement of Claim dated April 26, 2012 (the II Statement of 

Claim"), the Trustees of the Labourers' Pension Fund of Central GU1d Eastern Canada, the 

Trustees of the International Union of Operating Engineers Local 793 Pension Plan for 

Operating Engineers in Ontario l Sjunde Ap"Fonden) David Grant and Robert Wong have 

asserted various claims against SFC, certain of its current and former officers and 

directors) El11st & Young LLP C'E&Y"), BDO Limited ("BDO"), and .8FC's underwriters 

(collectively, the "Underwriters"); 

10, The Statement of Claim PUlports to advance claims on behalf of: (1) all persons "who 

purchased [SFC's] Securities in the secondary market from March 19, 2007 to and 

including June 2, 2011"; and (ii) all persons who purchased SFC shares and notes in 
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various offerings from 2009 to 2010, The term IISecurltiesll used in the Statement of 

Claim refers to SFC shares and SFC notes; 

11. The Statement of Claim seeks damages in the amount of approximately $9,2 billion 

. against SFC and the other defendants; 

12, The Statement of Claim states on several occasions that the damages suffered relate to 

purchasing Securities flat inflated prices during the Class Period" and that absent the 

alleged misconduct, sales of such Securities "would have occurred at prices that reflected 

the true value II of the Securities, It is further alleged that lithe price of Sino's securities 

was directly affected during the Class Period by the issuance of the Impugned 

Documents" ; 

13, Similar Shareholder class actions have also been commenced in other jurisdictions in 

Canada and the United States, asserting the same or substantially similar allegations with 

respect to SFC shares; 

14, As such, the Shareholder Claims in these actions tU'e "equity claims" as defined in the 

CCAA, being claims asserting a monetary loss from the ownership, purchase or sale of an 

equity interest in a debtor, SFC; 

RELATED INDEMNITY CLAIMS 

15, In connection with the Statement of Claim, E&Y has asserted that it has contractual 

claims of indemnification against SFC in respeot of the claims against it 'for all relevant 

years in respect of its allliual audits, the prospectuses and the note offerings, It has stated 
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that it has "statutory and common law claims of oontribution and/or indemnity against 

Sino-Porest and its subsidiaries for all relevant years"~ 

16. In connection with the Statement of Claim) BDO has asserted that it has olaims of 

indemnification against SFC) including contractual rights of indemnity in respect of the 

claims against it in the Statement of Claim in each of the engagement letters signed in 

relation to BDO's audit repolis~ 

17. In connection with the Statement of Claim) the Underwriters have asserted that certain 

agreements with SPC and celiain of its subsidial'ies contain indemnity provisions in 

conneotion with "an a11'ay of matters that could arise from the Offerings" and that these 

provisions are applicable to support claims for indemnification in respect of the claims 

against the Underwriters in the Statement of Claim; 

18. The foregoing are only examples of the indemnification olaims which have been 

advanced to date by oeliain parties; 

19. As the Related Indemnity Claims are claims for contribution or indemnity in respect of 

the Shareholder Claims) the Related Indemnification Claims are "equity claims" under 

section 2 of the CCAA; 

MISCELLANEOUS 

20. Jt is just and oonvenient and in the interests of all creditors and interested parties,and this 

restructuring proceeding overall, that the order sought herein be granted; 
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21, The making of the order sought will assist the Company to proceed with its restructuring 

in an efficient and effective manner; 

22. The making of the order sought will assist in the efficient administration of the CCAA 

proceedings and with matters related to the CCAA plan; 

23. The ad hoc committee of note holders support the motion; 

24. The provisions of the CCAA and the inherent and equitable jurisdiction of this 

Honomable Comt; and 

25. Such fLniher and other grounds as counsel may advise and this Honourable Court may 

permit. 

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

motion: 

1. the affidavit of Elizabeth Fimio sworn JUl1e 8~ 2012; 

2, the Motion Records and Factums filed by E& Y, BDO and the Underwriters in connection 

with the May 8, 2012 scope of stay motion in this proceeding; and 

3. such nuther or other material as counsel may advise and this Honourable COUlt deems 

just. 
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3. Allan Haigh v. Sino-Forest Corporation et al. (Saskatchewan Court of Queen's Bench, 
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Court File No. CV-12-9667-00CL 

ONTARIO 

-
SUPERIOR COURT OF JUSTICE 

,COMMERCIAL LIST 
)/t/lrJ)/ff" ,'$1.1' I 

'~"1~,:''',:.tTH~ DAY 

JUSTICE MORA WETZ 

) 
) 
) 

;/1)1 /f'P1~P'lJr 
OF~j)2012 

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

AND rN THE MA TIER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF SINO·FOREST CORPORA nON 

PLAN FILING ANI) MEETING ORDER 

THIS MOTION~ made by Sino-Forest Corporation (the IIApplicant" or "SFC") for an 

order, infer alia, (a) accepting the filing of the Plar'l, (b) authorizing the classification of creditors 

for purposes of voting on the Plan, (c) authorizing and directing the Applicant to cal1~ hold alld 

conduct a meeting of Affected Creditors to consider and vote on a resolution to approve the Plan, 

(d)authol'izing and directing the mailing and distribution of the Meeting Materials, (e) approving 

the procedures to be followed with respect to the meeting of Affected Creditors) (f) setting a daie 

for (he hea1'ing of the Applicant's motion for Court approval of the Plan and (g) amending the 

Claims Procedure Orper to c~m for monetary Claims of the Ontario Securities Commission, was 

heard this day at 330 University A venue, Toronto, Ontario. 

ON READING the Applicanrs Notice of Motion, the affidavit of W. Judson Martin 

swam on August 14, 2012, the affidavkt of Audra Hawkins swom on August 15, 2012, the 

uffidavit of Elizabeth Fimio swam on August 27, 20 12 ~md the Seventh Report of fTJ 

Consulting Canada Inc. (the "Monitor") dated AUgllSI 17, 2012 (the "Monitor's Seventh 

Report"), and on hearing (he submissions of counsel for the Monitor, no one appearing for the 

other parties served with the Applicanl's Motion Record, although duly served as appears from 

the affidavit of serv.ice, flied; 
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AND FURTHER TO the endorsement of this Honourable Court made August 31) 20 \2 

(the "Endorsement"): 

SERVICE 

I, THIS COURT ORDERS thal the lime for service of the Notice of Motion, the 

Applicant's Motton Record and the Monitor's Seventh Report is hereby abridged and validated 

such that this Motion is properly returnable today and service upon any interested party other 

than those parties served is hereby dispensed with, 

MONITOR'S ROLE 

2. THIS COURT ORDERS thal the Monitor, in addition to its prescribed rights and 

obligations under (1) lhe CCAA, (ii) the Initial Order, (iii) the Order ofthis Court dated April 20, 

2012 expanding the powers of the Monitor and (iv) the Claims Procedure Order, is hereby 

directed and empowered to take such other actions and fulfill such other roles as are authorized 

by this Meet.ing Order, 

3. THIS COURT ORDERS that: (i) in carrying oul the tel111S of this Meeting Order, the 

Monitor shall have all the protections given to it by the CCAA, the Initial Order, lheOrder of 

this Court dated April 20, 2012 expanding the powers of the Monitor) or as an officer of the 

Couli, including the stay of prooeedings in its favour; (ii) the Monitor shall incul' no liability 01' 

obligation as a result of carrying 01\t the provisions of this Meeting Order, save and except for 

any gross negligence or wilful misconduct on its part; (iii) the Monitor shall be entitled to rely on 

the books and records of the Applicant and any infonnation provided by the Applicant without 

independent investigation; and (iv) the Monitor shall not be liable for any claims or damages 

resulting from any errors or omissions in such books, records or infom1ation. 

4. THIS COURT ORDERS that the Monitor and the Applicant, with the consent of the 

Monitor, are hereby authorized to retain such agents as they deem (0 be advisable to assist them 

in connection with calling and condllcting the Meeting, inoluding with respect to the distribution 

of Meeting Materials, the 1deJ1lification of the appl.icable Ordinary Affected Creditors and 

Noteholders, and the solicitation of proxies from Persons entitled to vote at the Meeting. 
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DEFINITIONS 

5. THIS COURT ORDERS that any capitalized tenns used herein but not otherwise defined 

herein have the meanings ascribed thereto in the Plan. 

6. THIS COURT ORDERS that for the purposes of this Meeting Order) in addition to the 

terms defined elsewhere in this Meeting Order or in the Plan, the following terms shall have the 

following meanings: 

(a) "Affected Crcdil(}I,lI means a Person wi1h an Affected Creditor Claim, but only 

with respect to and to the extenl of such Affected Creditor Claim; 

(b) "Affected Cr'editor Claim?' means any Ordinary Affected Creditor Claim or 

Noteholder Claim; 

(c) "Beneficial Nofeholder'\ means a beneficial owner of any Notes as at the Voting 

Record Date (or, if applicable, an investment advisor, manager or representative 

with voting discretion over the Notes owned by such beneficial owners)l 

regardless of whether such beneficial owner is a Registered Noteholdel' -or an 

Unregistered Noteholder; 

(d) "'DTe' means The Depository Trust Company, or any successor thereof; 

(e) "Equity Clai01 l
' means a Claim that meets the definition of "equity claim" in 

sect10n 2( 1) of the CCAA and, for greater certainly, inc-Iudcs any claim that has 

been determined to be an Equity Claim by ihe Court in these proceedings; 

(f) "Equity Claimanf' means any Person having an Equity Claim, but only with 

respec1 to and ('0 the extent of such Equity Claim; 

(g) "Equity Claims Order" means the Order of this Court dated July 27, 20 L 2, in 

respect of Shareholder Claims and Related Jndemni1Y Claims against SFC, as 

such terms are defined therein; 
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(h) "Information Circular'\ means thelnformation circular in respect oflhe Plan and 

the Meeting substantiully in the form filed by th~ Appllcant prior to the date 

hereof, as the same may be amended, supplemented or restated from time (0 time; 

(i) "Instructions to Ordlnllry Affected Creditors" meanS the inS11'UClions 

substantially in the form attached as Schedule "e" hereto; 

CD Hlnstructions to Participant HoldersH means the Inslructions substantially in the 

form attached as Schedule "BII herelo; 

(k) "Instructions to Registered Noteholdel's" means the instructions substantially in 

the form attached as Schedule olD" hereto; 

(l) "Instructious to Unregistered Noteboldcrs" means the instructions substantially 

in the fom1 attached as Schedule ('E" hereto; 

(m) "Mailing Date" means the date to be selected by the Monitor (In consultation 

with the Applicant and counsel to the Initial Consenting Noteholders) on which 

the Monitor shall make the mailings contemplated by paragraphs 18 and 20 of this 

Meeting Order> which date shall be withjn twenty (20) days of the date of 1his 

Mee1ing Order (unless extended with the consent of the Applicant and counsel to 

the Initial Consenting Noteholders); 

(n) "Meeting" means the meeting of Affected Creditors, and any extension or 

adjoununent thereof, that is called and conducted in accordance with this Meeting 

Order foJ' the purpose of considering and voting on the Plan; 

(0) "Meeting Datc\' means the date and time for the Meeting to be selected by the 

Monitor (in consullalion with the Applicant and counsel to the Initial Consenting 

Noteholders), which date shall be within thirty (30) days of the Mailing Dale 

(unless extended with the consent of the Applicant and counsel to the Initial 

Consenting Noteholders); 

(p) "Meeting Materials') means (he Noteholder Meeting Materials and the Ordinary 

Affec(ed Creditor Meeting Materials; 
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(q) "Meeting Order)' means this Orderl as it may be amended by any further Order 

of the Court; 

(I') "Notcholder Claim" means any Claim by a Beneficial Noteholder (or a Tl1Jstee 

or other representatlve on such Bene·ficlal Noteholder's behalt) in respect of or in 

relation 10 Notes, including all principal, Accrued Interest and any amounts 

payable pursuant to the Notes or the Note Indentures; 

(s) "Noteholder" means l as at the Voting Record Date, any Registered Noteholder, 

Unregistered Noteholder, Participant Holder or Beneficial Noteholder, as the 

context requires, in such capacity; 

(t) "Noteholder Meetiog Materials l
' means copies of: 

(i) the Notice to Affected Creditors; 

Oi) the Plan; 

(Hi) the Information Circular; 

(iv) the Meeting Order and Endorsement; 

(v) a blank fom, of the Noteholders' Proxy; 

(vl)the Instructions to Registered No(eholders; and 

(vii) tbe Instructions 10 Unregistel'ed Noteholders; 

(u) "Notcholders' Proxy" means a proxy substantially in the fonn of Schedule "F'\ 

to be submitted to ,the Moni10r by any Beneficial Noteholder thnt wishes to vote 

by proxy at (he Meeting; 

(v) "Not'cs" means, col'lectively, the 2013 Notes, the .2014 Noles, the 2016 Notes and 

the 2017 Notes; 

(w) "Notice to Affected Creditors" means the notice to Affected Creditors 

substantially in the form allached as Schedule "A" hereto; 
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(x) "Ordinary Affected Creditor" means a Person with an Ordinary Affected 

Creditor Claim; 

(y) "Ordinary Affected Creditor Claim;; means a Claim th~t is not: an Unaffected 

Claim; a Noteholdcl' Claim; an Equity Claim; a Subsidiary Intercompany Claim; a 

Noteholder Class Action Claim; or a Class Action lndenmhy Claim (other than a 

Class Action Indemnity Claim by any of the Third Party Defendants in respect of 

the Indemnified Noteholder Class Action Claims); 

(z) "Ordinary Affected Cl'editor Meeting Materials" means copies of: 

(i) 

(Ii) 

C''') HI· 

(iv) 

(v) 

(vi) 

the Notice to Affected Creditors; 

the Plan; 

the Information Circular; 

the Meeting Order and Endorsement; 

a blank fonn of the Ordinary Affected Creditors' Proxy; and 

the Jnstructions to Ordinary Affected Creditors; 

(aa) "Ordinary Affected O'cditol's' Proxy" means a proxy substantially in the form 

attached as Schedule "0" hereto, ,to be submitted to the Monitor by any Ordinary 

Affected Creditor who wishes to vote by proxy at the Meeting; 

(bb) "Participant Holder;' means a Person whose name appears on any of the 

Participant Holders Lists as at the Voting Record Date but who is not a Beneficial 

Noteholder; 

(cc) "Pal'titipant Holders Lists" means the lists of DTC participant holders of Notes 

as at the Voting Record Date to be provided to the Monitor by DTe or any similar 

depository or trust company with respect to each series of Notes in accordance 

with paragraph 23 of this Meeting Order; 

(dd) "Plan" means the plan of compromise and reorganization proposed by the 

Applicant as described in (he Martin Affidavit and attached as Exhibit "B" to the 
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affidavit of Elizabe(h Fimio, as such plan of compromise and reorganization may 

be amended from time to time in accordance with its (erms; 

(ee) "Plan Supplemene' means the sllpplement(s) to (he Plzm, which. shal1 contain 

draft copies of (he Li(igation Trust Agreement, relevant documents concerning 

Newco (including (he terms of the Newco Shares and the Newco Notes) and such 

other documents as (he Applicant and the Monitor may consider appropriate or 

necessary for pUl'poses of (he Meeting and ·voting on (he Plan; 

(ft) "Proof of Claim" means the "Proof of Claim" referred (0 in (he Claims Procedure 

Order, substantially in the form .attached to the Claims Procedure Order; 

(gg) "Registered Noteholder" means a Noteho!der who is the Jegal owner or holder 

of one or more Notes and whose name appears on any Registered Noteholder 

List; 

(hh) "Registered Notcholder List)\ means each list of Registered Noteholders as at 

the Voting Record Date provided by the Tl1Jstees to the Monitor in accordance 

with paragraph 2-1 of this Meeting Orde~; 

(it) ';Requircd Majority" means a majority in number of Affected Creditors with 

Voting Claims,8t:1d two-thirds in value of the Voting Claims held by such 

Affected CredItors, in each case who vote (in person or by proxy) on the Plan at 

the Meeting; 

em "Sanction Hearing Date" means the date to be selected by the Monitor for the 

Sanction Hearing (in consultation with the Applicant and counsel to the Initial 

Consenting No(eholders), which date shall be within seven (7) days of the 

Meeting Date (or such other date on or after the Meeting Date as may be set by 

the Monitor 01' the Court); 

Ckk) "Shareholder Claims l
) has the meaning ascribed thel'eto in the endorsement of 

thiS Cour( dated July 27,2012 in these proceedings; 
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(11) "Unregistered Noteholder" means a Noteholder whose name does not appear on 

any Registered Noteholder List; 

(mm) "Unresolved Claim~' means an Affected Credi·tor C!aim in respect of which Il 

Proof of Claim has been filed in a proper and timely manner in accordanoe with 

the Claims Procedure Order but that, as ~t any applicable ti me, has not been (i) 

detennined Lo be a Voting Claim or (ii) finally disallowed; 

(nn) "Voting Claim" means an Affected Creditor Claim to the extent that such 

Affected Creditor Cla.im has been accepted by the Monitor solely for purpose of 

voting on the Plan (wbich acceptance for the purpose of votiog shall have no 

effect on whether such Claim is a Proven Claim for purposes of the Plan), in each 

case in. nccordance with the provisions of the Claims Procedure Order or any 

other Order, as applicable; 

(00) ';Voting Record Date'! means the date of this MeelingOrder; and 

(pp) "Website'l means the website maintained by the Monitor in respect of the CCAA 

proceedings pursuant to the initial Order at ,the following web address:' 

htt.p:/lcfcanada,fticonsulting.com/sfc/. 

7. THIS COURT ORDERS that all references to time herein shall mean Jocal time in 

Toronto, Ontario, Canada, and any reference (0 an event occurring on a Business Day shall mean 

prior to 5:00 P.M. on such Business Day unless otherwise indicaled herein. 

8. THIS COURT ORDERS that all references to the word "including" -shall mean 

"including without limitation);, 

9. THIS COURT ORDERS that, unless (he context otherwise requires, words importing the 

singular shaH include the plural and vice verso, and words importing <lny gender shall include all 

genders. 
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THE PLAN 

10. THIS COURT ORDERS that the 'plan is hereby accepted for filing, and the Applicant js 

hereby authorized and directed to call and hold a meeting of Affected Creditors to vote onlhe 

Plan in the manner set forth herein. 

11. THIS COURT ORDERS that the Applicant may, at any lime and from time to time prior 

(0 or at the Meeting, amend, restate, modify and/or supplement the Plan, subject to the terms of 

the Plan, provided that: (i) the Monitor, the Applicant or the Chair shall communicate the details 

of any such amendments, restatements, modifications and/or supplements to Affected Creditors 

present at the Meeting prior to any vote being taken at ihe Meeting; (Ji) the Applicant shall 

forthwith provide notice to the service list of any such amendments, restatements, modi tlcatiol)s 

andlor supplements and shall file a copy thereof with this Court forthwith and in any event prior 

tb the Sanction Hearing; nnd (iii) the Monitor shall post an electronic copy of any such 

amendments, restatements, modifications and/or supplements on the Website forthwith and in 

any event prior to the Sanction Hearing. 

12. TI-JIS COURT ORDERS that the Applicant shall serve and flle Ole Plan Supplement, and 

the Monttor shall post the Plan Supplement on the Website, no later than seven (7) days prior to 

tl:te Meeting. Thereafter, the Applicant may, at any ,time und f!'Om time to time pdor to or at the 

Meetin.g, amend, restate, modify andlor supplement the Plan Supplement, subject to the 1enns of 

the Plan, pl'Ovided that: (i) the Monitor, the App'licant or the Chair shall communicate the details 

of any such amendments, restatements, modifications and/or supplements to Affected Creditors 

present at the Meeting prior (0 any vote being taken at the Meeting; (ji) the Applicant shall 

forthwith provide notice to the service list of any such amendments, res1alements, modH1cations 

andlorsupplements and shall ±lIe a copy thereof wIth this COUli forthwith and in any event prior 

to the Sanction Hearing; and (iil) the Monitor shall post an electronic coPY of any such 

amendments, restatements~ r'nodificutions andior supplements on the Website forthwith and in 

any event prior to the Sanction Hearing. 
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FORMS OF DOCUMENTS 

13. THIS COURT ORDERS that the forms of Infolmation Circular; Notice 10 Affected 

Creditors, Ordinary Affeoted Creditors' Proxy, NOleholders' Proxy, Instructions to Ordinary 

Affected Creditors, Instructions to Registered NotehoJders, Instructions 10 Unregistered 

Noteholders and Instructions to Participant Holders are hereby approved. The Applicant, with 

the consent of the Monitor, may (x) make any changes (0 such materials as are necessary or 

desitable to conform the content thereof 10 the lerms of the plan or this Meeting Order, and (y) at 

any time and from tirne to time prior (0 or at the Meeting, amend, restate, modify and/or 

supplement any of such materials, subject to tbe terms of the Plan, provided that: (l) the Monitor, 

the Applicant or the Chait· shall communicate the details of any such amendments; reslatemenLs, 

modifications andJo( supplements to Affected Creditors present at the Meeting priOI' to any vote 

being taken at the Meeting; (ii) the Applicant shall forthwith provide notice to the service list of 

any suoh amendments, restatements, modifications and/or supplements and shall file a copy 

thereof with this Court forthwith and in any event prior to the Sanction Hearlng; und (iii) the 

Monitor shall post an electronic copy of any such amendments, restatements, modifications 

anciJor supplements on the Website forthwith and in any event priol' to the Sanction Hearing. 

VOTING BY CREDITORS 

14. THIS COURT ORDERS tho!, the Affected Creditors shall constitute a ·single class l the 

"Affeded Creditors Class", for the purposes ofconsidering and voting on the Plan. 

15. [lntentionally deletedJ 

16. [Intentionally deleted] 

NOTICE TO ORDINARV AFFECTED CREDITORS 

17. TI-nS COURT ORDERS that the Monitor shaH, no later than three (3) Business Days 

following the date of this Meeting Order, post an electronic copy of the Notice 10 Affected 

Creditors, the Plan and the Information Circular (in the fonn p1'ovided by the Applicant as at the 

dale ofthis Meeting Order) on the Website. 
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18. THIS COURT ORDERS (hat the Monitor shnll, on the Mfliling Date, deliver the 

Ordinary Affected Creditor Meeting Materials by coorier, personal delivery or email to each 

Ordinary Affected Creditor with a Voting Clalm and/or an Unresolved Claim at the address set 

out in such Ordinary Affected Creditor's Proof of Claim (or in any other written notice that hus 

been received by the Monitor in advance of such date regarding a change of address for an 

Ordinary Affected Creditor), 

NOTICE TO NOTEHOLDERS 

J 9, THIS COURT ORDERS that, no later than three (3) Business Days following the date of 

this MeetingOrdel', the Monilor shall post an electronic copy of the Notice to Affected Creditors, 

the PlaJj and the Information Circular (inlhe form provided by the Ap.pHcant as at the date of this 

Meeting Order) ·on the Website. 

20. THIS COURT ORDERS that the Monitor shall, on t,he Mailing Date, deliver the 

Noleholder Meeting Materials by courier, personal delivery or email to the Trustees and DTC. 

21. THIS COURT ORDERS that, no laler than four (4) Business Days following the date of 

this Meeting Order, each of the Trustees shall provide to the Applicant and the Monitor a 

Registered Noteholder LJst for each series of Notes in respect of which such Trustee acts as 

tl1.1steel each of which Regis1ered Noteholder Lists shall list the Registered NoLeholders of the 

applicable series of Notes as at the Voting Record 'Date and their respective addresses, telephone 

numbers l fax numbers and email addresses, to the extent available. 

22, THIS COURT ORDERS that, on the later of (i) the Mailing Date and (ii) the date upon 

which the Monitor receives a Registered Noteholder List from any Trustee as provided for in 

paragraph 21, the Monitor shall send the Noteholdel' Meeting Materials to each Person listed on 

the Registered Noteholder LIst. 

23. TI-:!IS COURT ORDERS that: (i) no later than four (4) Business Days following the date 

of this Meeting Order, DTC shall provlde to the Applicant and the Monitor a Participant Holders 

List in respect of the Notes; and (ii) as soon as practicable following the date of this Meeting 

Order and in any event within [our (4) Business Days of receiving notice from the Monitor of 

this Meeting Order, any other Regis{ered Noteholder (if any) who holds Notes on behalf of one 
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or more Participant Holders shull provide to the Applicant and the Monitor a Participant Holders 

List in respect of the Notes, In each case the Participant Holder List so provided shall list the 

Participant Holders as at the Voting Record Dateancl their respective addresses and telephone 

numbers, fax numbers and email addresses, to the extent available, 

24, THIS COURT ORDERS that, upon receipt by the Monitor of the Participant Holders 

Lists, the Monitor shall contact each Participant Holder listed thereon to determine the number of 

copies of the Noteholder Meeting Materials such Participant Holder requires in order to provide 

one copy of the Noteholder Meeting MaterIals ·10 each of its customers 01' principals who are 

Unregistered Noteholders as at the Voting Record Date) and each Participant Holder shall 

provide the Monitor with a response as to the number of coples of the Noteholder Meeling 

Materials required within two (2) Business Days of being so contacted by the Monitor. 

25. THIS COURT ORDERS that on the later of (.i) the Mailing Date, and (ii) the date upon 

which the Monitor receives the infonnation referred to in paragraph 24, the Monitor shall 

deliver by courier, personal delivery or emai·J to such Participant Holder a copy of the 

Instructions to Participant Holders together with that number of copies of the Noteholder 

Meeting Materials required by such Patiicipant Holder for distribution to the Unregistered 

NotehoJders that are its customers or pri.l1cipals, 

26, THIS COURT ORDERS that, within five (5) Business Days of any Participant Holder's 

receipt of the Noteholder Meeting Matetials from the Monitor pursuant to paragraph 25, such 

Participant Holder shall: (i) complete and sign the applicable seclionof the Noteholders' Proxy 

relating to Participant Holders for each Unregistered Noteholder that has an account (dil'ectly or 

through an agent or custodian) with such Participant Holder; and (ii) deliver by courier or 

personal delivery to each such Unregistered Noteholder the Noteholders! Proxy as so completed 

and signed together with one copy of the Noteholder Meeting Materials, Each Pmiicipant 

Holder shall take any other action reasonably required to enable any Unregistered Noteholder 

that bas an account (dil'ectly or through an agent or custodian) with such Paliicipant Holder to 

provide a Noteholders' PJ'Oxy Lo the Monitor with respect to the Notes owned by or held for tbe 

benefit of such Unregistered Noteholder. 
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27. THIS COURT ORDERS that where: (l) a Partlclpant HoJder or its agel'lt has a standard 

practice for distribution of meeting materials to Unregistered Noteholders and for the gathering 

of informa.tion and prox.ies or voting instructions from Unregistered Noteholdel's; (ii) the 

Participant Holder has discussed such standard practice il1 advance with the Applicant) the 

Monitor and counsel to 1he Initial Consenting NOleholders: and (Iii) such standard practice is 

acceptable to the Appllcanl, the Monito!' and counsel to the Initial Consenting Noteholders, such 

Participant Holder or its agent may, in lieu of following the procedure set out in paragraph 26 

above, follow such standard practlce provided that all applicable proxies or voting instructions 

are received by the Monitor no later than 5:00 P,M.on tbe third Business Day before the 

Meeting. 

NOTlCE, SERVICE AND DELIVERY 

28. THIS COURT ORDERS that the Monitor's fulfillment of the notice, delivery and 

Website posting requirements 'set out in this Meeting Order shall constitute ,good and sufficient 

notIce, service nnddelivery thereof on all Persons who may be entitled to receIve notice, service 

or delivery thereof or who may wish to be present or vote (in person or by proxy) at the Meeting, 

and that no othel' form of notice, service or delivery need be given or made on sllch Persons and 

no other document or material need be served on such Persons. 

CONDUCT Of MEETING AND DELIVERY OF PROXlES 

29. THIS COURT ORDERS that the Appllcant is hereby authorized and directed to call the 

Meeting and (0 hold and conduct the Meeting on the Meeting Dnte at the offices of Benne1t 

Jones LLP, 3400 One First Canadian Pince l Toronto, Ontario, for the purpose of seeking 

approval of the Plan by the Affected Credi10rs with Voting Claims at the Meeting in the manner 

set forth herein, In the event that the Meeting Date is extended after the Mailing Dnte, the 

Monitor shall post notice of the extension of the MeeHng Date on the Website and provide notice 

of (he extension of the Meeting Date to the service list. 

30. THIS COURT ORDERS that Greg Watson or another representative of the Monitor, 

designated by the Monitor. shall preside as the chair of the Meeting (the "Chair") and, subject to 
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this Meeling Order or any further Order of the Couri, shall declde all matters relating to the 

conduct of the Meeting. 

31, THIS COURT ORDERS that the Monitor may appoint scrutineers for the supervision 

and tabulation of the attendance at, quorum at and votes cast at the Meeting (the "Scrutineers"). 

A person designated by the Monitor shaJlact as secretary of the Meeting (the "Secretary"), 

32, THIS COURT ORDERS that the quorum required at the Meeting shall be one Affected 

Creditor with a Voting Claim present at the Meeting (in person or by proxy). 

33. THIS COURT ORDERS that jf the requisite quorum is not present at the Meeting, or if 

the Meeting is postponed by the vote of a majority in value of Voting Claims of the Affected 

Creditors present at the Meeting (in person or by proxy), (hen the Meeting shall be adjourned by 

the Chair to a later date, time and place as designated by the Chair, The Chair shall be entitled to 

adjourn and further adjourn the Meeting at the Meeting or at any adjourned Meeting. Any 

adjournment or adjournments described .in this paragraph 33 shall be for a period of nol more 

than thirty (30) days in total unless otherwise agreed to by the Applicant~the Monitor and 

counsel to the Initial Consenting Noteholders, In lhe event of any adjournment descdbed in this 

paragraph 33, no Person shall be required to deliver any notice of tbe adjoununent of the 

Mee1ing or adjourned Meeting, provided that the Monilor shall: (1) announce 1he adjournment at 

the Meeting 01' adjourned Meeting, as applicable; (11) post notice of the adjourrunent at the 

originally designated time and 10catio)1 of the Meeting or adjourned Meeting, as applicable; (iii) 

forthwith post notice of the adjoumment on the Website; and (iv) provide notice of the 

adjoumment to the service list forthwith. Any Ordinary Affected Creditor Proxies and 

Noteholder Proxies validly delivered in connection with the Meeting shall be accepted as proxies 

in respect of any adjoumed Meeting. 

34. THIS COURT ORDERS that the only Persons entitled to attend and speak at the Meelin,g 

are: (1) (he Affected Creditors entitled to. vote at the MeeUng (oJ', If applicable, any Person 

hQlding a valid Ordinary Credito.rs' Proxy or Notebolders' Proxy on behal f of one or more such 

Affec(ed Creditors) and any such Affected Creditor'S or valid proxyhoJder's legal counsel snd 

financial advisors; Oi) the Chair, the Scrutlneers and [he Secre(ary; (iii) one or more 

representatives of the Monitor and the Monitor's legal counsel; (iv) one or more represen(ativ~s 
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of 1he cuo'ent board 0 f directors and/or senIor ml'lnagemenC of Applicant, as selected by the 

Appllcant,und the Applicant's legal counsel and tlnancial advIsors; (v) counsel to the Directors 

and Officersj (vi) one or more representatives of the InItial Consenting Noteholders and the 

Initial Consenting Noteholders' legal counsel and financial advisors; and (vii) the Trustees and 

their respective legal counsel. Any other person may be admitted to the Meeting on invitation of 

the Chair, 

35. THIS COURT ORDERS that the Monitor may, with the consent of the AppJicant) waive 

in wri1ing the time limits imposed on Affected Creditors as set out in this Meeting Order 

(including the schedules hereto), generally or in individual circumstances, if the Monitor deems 

it advisable to do so, 

ASSIGNMENT OF AFFECTED CLAIMS PRIOR TO THE MEETING 

36. Tl-USCOURT ORDERS that, subject to any restrlctions contained in Applicable Laws) 

an Ordinary Affected Credilor may transfer Ot assign the whole of its Ordinary Affected Creditor 

Claim prior to the Meeting (01' any adjournment thereot), provided that neither the Applicant nor 

the Monitor shall be obUged 10 deal with any transferee or assignee thereof as an Ordinary 

Affected Creditor in respect of such Ordinary Affected Creditor Claim, including allowing ~uch 

transferee O\' assignee to attend or vote at' the Meeting, unless and unli1actua! notice of the 

transfer or assignment, together with satisfactory evidence of such transfer or assignment, has 

been received and acknowledged by the Applicant and the Monitor! which receipt and 

acknowledgment must have occuned on or before 5 p,m. (Toronto time) on the date that is seven 

(7) days prior to the date of tbe Meeting (or any adjournment thereof). failing which the original 

1ransferor shall have all applicable rights as the "Ordinary Affected Creditor" with respect to 

such Ordinary Affected Creditor Claim as if no transfer of the Ordinary Affecled Creditor Claim 

had occurred. If such receipt and acknowledgment by the Applicant and the Monitor have 

occurred on or before 5 p.m. (Toronto time) on the dale that is seven (7) days prior to the date of 

the Meeting (or any adjotlmment thereof): (l) the transferor of the applicable Ordinary Affec.ted 

Creditor ClaIm shall no longer constilute un Ordinary Affected Creditor in respect of such 

Ordinary Affected Creditor Claim; And (il) the transferee or assignee of lh~ applicable Ordinary 

Affected CreditOJ: Claim shall, for all purposes in accordance with this Meeting Order, constitute 
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an Ordinary Affected Creditor in respect of such Ordinary Affected Creditor Claim and shall be 

bound by any and all notices previously given to the lransferor or assignor in respect thereof and 

shall be bound by any Ordinary Creditors' Proxy duly submitted to the Monitol," in accordance 

with this Meeling Order. For grealer certainly, the Applicant and the Monitor shall not recognize 

partial transfers or assignments of Ordinary Affected Creditor Claims. 

37. THIS COURT ORDERS that only those Beneficial Noteholders that have beneficial 

ownership of one or more Notes as at the Voting Record Dale shall be entitled to vote at the 

Meeting (whether in person or by proxy). Nothing in this Meeting Order restricts the Beneficial 

Noteholders from trrmsferring orassjgoing such Notes prior to or after the Voting Record Dale, 

provided that if such transfer or assignment occurs after the Voting Record Date, ani y tlle 

original Beneficial Noteholder of such Notes as at the Voting Record Date (and not any 

transferee) shall be treated as a Benet1cial Noteholder for purposes oflhis Meeting Ot'der and the 

Meeting, 

VOTlNG PROCEDURE 

38. THfS COURT ORDERS that at the Meeting, the Chair shaH direct a vote, by written 

ballot, on a resolution to approve Ihe Plan and any amendments thereto. 

39. TI-US COURT ORDERS (hal, subject to paragraph 49, the only Persons entitled to vote at 

the Meeting (whether in person or by proxy) are: (i) Beneficial Noteholdets with Voting Clalms 

that have beneficiaJownership ofone or more Notes as at the Voting Record Date (or any such 

Beneficial Noteholdds validJy appointed holder of its Noteholders' Proxy); and (li) Ordinary 

Affected Creditors with Voting Claims as at the Voting Record Date (which, for greater 

certainty, includes any transferee of an Ordinary Affeoted Creditor Claim that is a Voting Claim, 

provided that such transferee has been recognized as an Ordinary AffectedCredi(or in respect of 

such (ransfen-ed Ordinary Affected Creditor Claim in accordance withpnragraph 36) (or any 

such Ordinary Affected Creditor's validly appointed holder of its Ordinary Affected Creditors' 

Proxy), 
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40, THIS COURT ORDERS that each Ordinary Affected Creditor with a Voting Claim shall 

be entitled to one vote as a member of the Affected Creditors Class, which vote shall have a 

value equal to the dollarva'lue of such Ordinary Affected Creditor's Voting Claim. 

41. THIS COURT ORDERS that each Beneficial Noteholder with a Voting Claim shall be 

entitled to one voieas a member of the Affected Creditors' Class, which vote shall have" value 

equal to the principal and Accrued Interest owing under the Notes owned by such Beneficial 

Noteholder as at the Voting Record Date. For greater certainty, with respect to voting by 

Beneficial Noteholdel's1 only the Beneficial Noteholders, and not Registered Noteholders or 

Participant Holders (unless any such Registered Noteholder or Participant Noteholder is itself a 

Beneficial Noteholder),shall be entitled to vote on the Plan as provided for in this Meeting 

Order, 

42. THIS COURT ORDERS that for the purpose of calculating the two-thirds majority in 

value of Voting Claims, tbe aggregate amount ofVo1lng Claims held by all Affected Creditors 

that vote in favour of the Plan (in person or by proxy) shall be divided by the aggregate amount 

of all Vo1ing Claims held by all Affected Creditors that vote on the Plan (in person 'or by proxy). 

For the purpose ofcaJculating a majority in number of Affected Creditors voting on the Plan, (i) 

each Ordinary Affected Creditor that votes on the Plan (in person or by proxy) shall only be 

counted once, without duplication; and (ii) each individual Beneticial Noteholder that votes on 

the Plan (in peJ'sO.n or by proxy) shall only be counted once, without duplication, even if that 

Beneficial Noteholder holds Notes through more than one Registel'ed Noteholder 01' Participant 

Holder. 

43. THIS COURT ORDERS that, for purposes of tabulating the votes cast on any matter that 

may come before the Meeting, the Chair shall be entitled to rely on any vole cast by a holder of 

an Ordinary Affected Creditors' Proxy andior a Noteholders' Proxy thal has been duly submitted 

to the Monitor in the maIIDer set forth in this Meeting Order. 

44. THIS COURT ORDERS that any Ordinary Affected Creditor or Beneficial NoLeholder 

that is entitled to vote at the Meeting and tllat wishes to vote at the Meeting in person must: (i) 

duly complete and sign an Ordinary Creditors' Proxy or a Noteholders l Proxy, as applicable; (ii) 

identify itself in the Ordina.ry Creditors' Proxy or a Noteholders' Proxy, as applicable, as the 
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Person with the power to attend and vote at the Meeting on behalf of such Ordinary Affected 

Creditor or Beneficial Noteholder, as the case may be; and (iU) deliver such Ordinary Affected 

Creditors' Proxy or Noteholders' Proxy, as the case may be, to the Monitor so that it is .received 

on or before 5:00 p.m. on the third Business Day before the Meeting (or any adjournment 

thereof), and such delivery must be made in accordance with the instructions accompanying such 

Ordinary Affected Creditors' Proxy OJ Noteholders' Proxy. 

45. THIS COURT ORDERS (hat any Ordinary Affected Crediloror Beneficial Noteholder 

(hat is entitled to vote at the Meeting and thai wishes to appoint a nominee to vote on its behalf at 

the Meeting must: (i) duly complete and sign an Ordinary Creditors' Proxy or a Noteholders' 

Proxy, as applicable; (ii) identify its desired nominee in the Ordinary Creditors' Proxy or a 

NoteholdeJ's' Proxy,as applicable) as the Person with the power to attend and vote at the Meeting 

on behalf of such Ordinary Affected Creditor or Benetlcial Noteholder, as the case may be; and 

(iii) deliver such Orditlary Affected Creditors' Proxy or Noteholde.rs! Proxy, as the case may be, 

to the Monitor so that it is received on or before 5:00 p.m. on the third Business Day before the 

Meeting (or any adjournment thereof), and such delivery must be made in accordance with t11e 

inst'ruc(ions accompanying such Ordinary Affected Creditors' Proxy or Noteholdel's'Pl'oxy. 

46. THIS COURT ORDERS that, in order to be effective, any Noteholders' Proxy must 

clearly state (he name and contain the signature of the applicable Participant Holder, (he 

applicable account number or numbers of the accolll1i or accounts maintained by the applicable 

Beneficia:! Noteholder with sllch Participant Holder, and the principal. am.ount of Notes 

(excluding any pre-or post-filing interest) that such Beneficial Noteholder holds in each such 

account or accounts. Where a Beneficia! Noteholder holds Notes through more than one 

Participant Holdel', its Noteholders' Proxy is required to be executed by only one of those 

Participant Holders, provided that the Beneficial Noteholder shall provide (he infonnation 

required in its Noteholders' "Proxy with respect to Its Notes held with all Partic·ipan! Holders to 

allow the Monitorio verify the aggregate amount of Notes held by such Beneficial NotehoJder 

forthe purposes of voting on the Plan, 

47. TWSCOURT ORDERS (hat notwithstanding anything in paragraphs 44. 45 or 46 or 

any minor error or omission in any Ordit'lary Affected Creditors> Proxy or Noleholders' Proxy 
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that is submitted to the Monitor, the Chair shall have the discretion to accept for voting purposes 

~my Ordinary Affec1ed Creditors) Proxy or Noteholders' Proxy submitted to the Monitor in 

accordance with the Meeting Order. 

48. THIS COURT ORDERS that if there is any dispute as to the principalarnount or number 

of Notes held by any Beneficial Noteholder, the Monitor will request the Participant Holder, if 

any, who maintains book eniry records or otherrecords evidencing such Beneficial Noteholder's 

ownership of Notes, to confinn with the Moni·1or the ·infom1ation provided by such Beneficial 

Noteholder. If any such dispute is not resolved by such Beneficial N01eholder and the Monitor 

by the date of the Meeting (or any adjoumment thereof), the Monitor shall tabulate the vote for 

or against the Plan in respect of the disputed principal amount of such Beneficial Noteholder's 

Notes separately. If: (i) any such dispute remains unresolved as of the date of the Sanclior) 

I-Iearing; and (ii) (he approval or non~approval of the Plan would be affected by the votes cast in 

respect of such disputed principal amount of Notes, then such result shall be reported to the 

Court at the Sanction Hearing and~ .ifnecessary, the Monitor may make a request to the COUli for 

d irecti OI1S. 

VOTING OF UNRESOLVED CLAIMS 

49. T,r-nS COURT ORDERS that notwi1hstanding anything to the contrary herein or in the 

Plan, each Affected Creditor with an Unresolved Claim as a( the Vo1ing Record Date shal1 be 

entitled to attend the Meeting and shull be entitled to one vote at the Meeting in respect of such 

Unresolved Claim. Any vote cast in respect of an Unresolved Claim shall be dealt with in 

accordance with paragraph 50, unless and until (~md 1hen only to the extent that) such 

Unresolved Claim is ulitmately determined to be: (iJ a Voting Claim, in which case such vote 

shall have the dollar value attri'bu1able to such Voting Claim; or (li) disallowed, in which case 

such vote shall not be counted for any PUlvose, 

50. THIS COURT ORDERS .that the Monitor shall keep a separate record of votes cast by 

Affected Creditors with Unresolved Claims and shall report to the Couri with respect thereto at 

the Sanction HearJng. If approval or non-approval of the Plan by Affected Creditors would be 

altered by tbe votes cast in respect of Unresolved Claims: (I) SLlch result shall be reported to the 

Court as soon as reasonably practicable after the Meeting; (H) if a defe11'al of the Sanction 
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Hearing is deemed to be necessary or advisable by the Monitor (In consultation with the 

Applicant and counsel to the tnitial Consenting NotehoJders), the Monitor shall request an 

appropriate deferral of theSanclion Hearing; and (iii) the Monitor may make a request to the 

Court for directions, 

51. THIS COURT ORDERS -that each of the Third Party Defendants sball be entitled to one 

vote as a member of the Affected Creditors Class in respect of any Class Action Indemnity 

Claim that it has properly filed in respect ofthe lndemnifled NotehoJder Class Action Claims, 

provided that the aggregate value of 81:1 such Class Action Indemnity Claims shall, for voting 

purposes, be deemed to be limited to the amount of the Indemnified Notebolder Class Action 

Limit in the event that such Indemnified Noteho.lder Class Action Limit is in place at the lime of 

voting. The Monitor shall keep a separate record of votes cast by the Third Pal'ty Defendants in 

respect of such Class Action Indemnity Claims, and the Monitor shall repoli to the Court with 

respect thereto at the Sanction Hearing, including as to whether or not a vote in favour of the 

Plan or against the Plan by the Third Pacty Defendants would have had any effect on (he 

approval of the Plan by the Required Majority. 

52. THIS COURT ORDERS thatlhe Applicant and the Monitor shall have the right to seek 

the assistance of the Court at any time in valuing any UlU'esolved Cla[m if required to ascertain 

the result of any vote on the Plan. 

53, TH1S COURT ORDERS that, pursuant to the Order of this Court dated July 271 2012 in 

these proceedings) any Claims that have been properly tiled by any of the Third Paliy 

Defendants against the Applicant in respect of defence costs incurred or to be incUlTed by the 

Third Party Defendants in connection with defending themselves against the Shareholder Claims 

("Defence Costs Claims") shall be treated as Unresolved Claims for purposes of this Meeting 

Order and voting at the Meeting. 

PERSONS NOT ENTITLED TO VOTE 

54. THIS COURT ORDERS that, for greater certainty, (,he following Persons, in such 

capacity, shall have no right to, and shall not, vote at the Meeting: Unaffected Creditors; 

Noteholder Class Action Claimants: Equity Claimants; any Person with a D&O Claim: allY 
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Person with a D&O Indemnity Claim (other than a 0&0 [ndemnity Claim in respect of Defence 

Costs Claims or in respect of (he lndemnified Noteholder Class Action Claims); any Person with 

a Subsidiary Intercompany Claim; and any other Person asserting Claims against the Applicant 

whose Claims do not constitute Affected Creditor Claims on the Voting Record Date. 

CLAIMS OF THE ONT ARlO SECURITIES COMMISSION 

55. THIS COURT ORDERS ihat the Ontario Securities Commission (the "OSC") shall (i) 

advise the Applicant and the Monitor as (0 wl~elher it wi.JI pUl'sueany rights or claims against the 

Applicant or the Directors or Officers that have or could give rise to a monetary administrative or 

other monetary penalty or claim ("OSC Monetary Claims") on or prior to September 13,2012, 

which dale shall serve in effect as a claims bar date for purposes of any OSC Monetary Claims 

tBat may be asserted by the OSC as against the Applicant or any Director or Officer~ and (it) with 

respect to any OSC Monetary Claims that the OSC may soasser!, shall in each case specify the 

quantum of each such OSC Monetary Claim. 

56. THIS COURT ORDERS that, in tbe event that the Applicant and the Monitor are advised 

of anyOSC Monetary Claims pursuant to and ·in accordunce with paragraph 551 the Monitor 

shall within three (3) Business Days of being so advised, deliver the Ordinary Affected Creditor 

Meeting Materials by courier, personal delivery or email to the OSC (or to counsel for the OSC 

as appears on the service list). 

RESTRUCTURING CLAIMS 

57. THIS COURT ORDERS that the Monitor 8hall,no later than three (3) Business Days 

following the receipt of a Proof of Claim from any Person asserting a Restructuring Claim, 

deliver the Ordinary Affected Creditor Meeting Materials by courier, personal delivery or email 

to such Person a1 the address set out in any such Proof of Claim. 

APPROV AL OF THE PLAN 

58. THIS COURT ORDERS that the Plan must receive an affinnative vote of the Required 

Majority in orderto be approved by the Affected Creditors. 

292 



- 22-

59. THIS COURT ORDERS that the result of any vote at the Meeting shall be binding on all 

Affected Creditors, regardless of whether such Affected Creditor was present at or voted at the 

Meeting. 

PLAN SANCTION 

60. THIS COURT ORDERS that the Monitor shall report to the Court the results of any 

votes taken at the Meeting as soon as reasonably practicable after the Meeting (or any 

adjournment thereat). rr the Plan is approved by the Required Majority, the Applicant may 

apply to the Court at 10:00 A.M. on the Sanction Hearing Date for the Sanction Order (the 

"Sanction Hearing\'). 

61. THIS COUR.T ORDERS that service of this Meeting Order by the Monitor or the 

Applicant to the parties 0(1. the service Us( shall consfitute good and sufncient service of notice of 

the Sanction Hearing on alJ Persons entitled to receive such service and no other form of notice 

or service need be made and no other materlals need be served in respect of the Sanction 

Hearing. except that any party shal1 also serve the service Jist with any additlonal materials that it 

intends to use in support of the Sanction Hearing, 

62. THIS COURT ORDERS that any Person who wishes to oppose (he Sanction Hearing 

shall serve on the Applicant, the Monitor and the service list a notice setting out the basis for 

such opposition and a copy of the materials to be used to oppose the Sanction Hearing at (east 

four (4) days before the date set for the Sanction Hearing. 

MISCELLANEOUS 

63. THIS COURT ORDERS that nothing in this Meeting Order (including the acoeptance or 

determination of any Claim, or any part thereof, as a Voting Clflim in acco!'dance with this 

Meeting Order) has the effeot ofdelermining Proven Claims for purposes oflhe Plan. 

64. THIS COURT ORDERS that, for .the purposes of this Meeting Order (including the 

calculation of the Required Majority), all Affected Creditor Claims shall be deemed to be 

denominated in Canadian dollars and any Affected Creditor Claims denominated in a foreign 

currency shall be deemed (0 be converted to Canadian dollars using the Reuters closing r.ate on 
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the Filing Date (as found at http://www.reuters.comJfinance/currencies)~ without prejudice to a 

different exchange l'ale betng proposed in the Plan. 

65. THIS COURT ORDERS Ihat the Applicnnt or (he Monitor may from time 10 time apply 

to thls Court for advice and directions in the dischat'ge of their powers and duties hereunder. 

lv, i 11~:-:l'tli'tJ fX j 11',;; • .h.;r:l.n A TOF'(CNTO 
.A.' f ~~i)Oi(:N(l' .. 

Ll~! D'io\,}\!H IJ' ~~"~~TRr: NO.: 

SEP 0 .. 2012 
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SCHEDULE "A" 

NOTICE TO AFFECTED CREDITORS OF SJNO~FOREST CORPORATION 

NOTICE IS HEREBY GIVEN that a plan ofcompl'Omise and reorganization (as amended from 

lime to time, the "Plan\) has been filed with the Ontario Superior Court of Justice (Commerclal 

List) (the "Court") in respect of Sino-Porest Corporation (the "Applicane l
) pursuant to the 

Companies) Creditors Arrangement Act, R.S.C, 1985~ c. C-36, as amended (tbe "CCANI). 

A copy of the Plan is set oulasa schedule to the information circular dated. (the HCircular") 

for the Meeting (as defined below). 

NOT[CE IS ALSO HEREBY GIVEN that a meeting of Affected Creditors (the "Meeting") will 

be held at JO;OO a.m. on ., 2012 (or such other date as may be set and announced in accordance 

with the Meeting Order) at the offices of Bennett Jones LLP, 3400 One First Canadian Place, 

Tot:onto, Ontario, for the purpose of considering and, if thought advisable, passing, with or 

wlthollt variation, a r.esotution to approve the Plan (the fuJ[ text of which resolution is set out as a 

schedule to the Circular) and to tnll1sact suoh other business as may propedy come before the 

Meeting (or any adjournment thereof), The Meettng is being held pursuant to the Order of the 

Court made on • (the "Macting Order") and the endorsement of the Court made on August 31, 

2012 (the HEnuorsemenf'). Copies of the Meet ing Order and the Endorsement are set out as 

schedules to the Circular, Capitalized terms used but not otberwise defined in this notioe have 

the meaning ascribed to thern in the Mee(ing Order. 

The Plan must receive an affirmative vote of the Required Majority in order to be approved by 

the Affected Creditors. The Required Majority is a majority in number of Affected Creditors 

with Voting Claims, and two-thirds in value of the Voting Claims held by such Affected 

Creditors, in each case who vote (in person or by proxy) on the Plan at the Meeting, The Plan 

must also be sanctioned by a final order of the Court (the "Sandion Order") pursuant to the 

CCAA. Notice isulso hereby given that l if the Plan is approved by the Required Majority at the 

Meeting, the Sanction Order will be sought in an application before the Court at 10:00 a.m. on ., 

2012 (or such other date after the Meeting as may be sel by the Court), to seek approval of the 

Plan, If the Plan is approved by the Requisite Majority and sanctioned by the Court, then, 
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subject to the satisfaction or waiver of the conditions to implementation of the Plan, all Persons 

referred to in the Plan (Including the Affected Cred:itors) will receive the treatment set out in the 

Plan. 

AMENDMENTS TO THE PLAN 

The Applicunt maYl at any time and from time to time prior to or atihe Meeting, amend, restate, 

modify and/or supplement the Plan, subject to the terms of the Plan, provided that: (i) the 

Monitor, the Applicant or the ChaiJ' shall communicate the details of any such amendment l 

restatement and/or supplement to all Affected Creditors present at the Meeting prior to any vote 

bejng taken at the Meeting; (li) the Applicant shall provide notice to the service list of any such 

amendment) restatement and/or supplement and shall tile a copy thereof with this Court 

fO)1hwith .and in any eveni prior to the Sanction Hearing; and (iii) the Monitor shall post an 

electronic copy of any such amendment, restatement und/orsupplement on the Website forthwith 

and in any event prior to the Sanction Hearing. 

COMPLETION OF PROXIES 

Any Affected Creditor who is entitled (0 vote at the Meeting and (hat wishes (0 vote at the 

Meeting must complete, sign and return the applicable form of proxy enclosed in the Circular in 

the retum envelope provided or by fax at the fax number below or by email in PDF fOlTrtat at the 

emaH address below. In order to be effective, a proxy must be deposited with the Monitor> at the 

address, fax or email below, at any time prior 10 5:00 p.m. on the third Business Day before the 

Meeting (or any adjournment thereot). 

The Monitor's contact information for the purpose offiling forms of proxy and for obtaining any 

additional infonnation or materlals related to (he Meeting IS: 

FTI Consulting Canada Inc. 
TD Waterhouse Tower 
79 WellJngton:Street West, Suite 2010 
P.O. Box 104 
Toronto, Ontario MSK 108 

Attention: Jodi Porepa 
Email: ·sfc@fticonsu!(ing.com 
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Fax: (416)649·8101 

This notice is given by the Monitor pUI'suant 10 the Meeting Order. 

You can also view copies of documents relating to this process on the followIng website 

htlp:llcfcanada,fticonsulting.com/sfc/. 

Dated at ToronJo) Ontario this. day of-, 2012. 
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SCHEDULE "BH 

INSTRUCTIONS TO PARTICIPANT HOLDERS 

UJ;{GENT -IMMEDIATE ACTION REQUIRED 

.,2012 

TO; PARTICIPANT HOLDERS OF SlNO-FOREST CORPORATION'S: 

(i) US$345,OOO,OOO 5.00% CONVERTIBLE SENIOR NOTES DUE 2013 (Rule 

144A CUSIP No. 82934HAB7IReguiation S CUS]P No. C83912A138); 

(il) US$399,517,OOO 10.25% GUARANTEED SENIOR NOTES DUE 2014 (Rule 

l44A CUSIP No. 82934HACSIRegulation S CUSIP No. C83912AC6); 

(iii) U8$460,OOO,000 4.25% CONVERTIBLE SENIOR NOTES DUE 2016 (Rule 

144A CUSIP No. 82934HAD3/Regulation S CUSIP No. C83912AD4); and 

(iv) US$600,000,000 6.25% GUARANTEED SENIOR NOTES DUE 2017 Rule 

144A CUSlP No. 82934HAFS/Rcguiation S CUSIP No. C83912AF9), 

(collectively, the "Notes") 

Re: Meeting of Affected Creditors of Sino-Forest Corporation to vote on the Plan of 

Compromise and Reorganization pursuant to the Companies' Creditors 

Arrangemeltt Act (the ".Plan") 

According to the records of The Depository Trust Company ("DTC") 01' the applicable note 

indenture trustee, you are the holdel' or cus10dlan (the "Pal'ticipant Holder") on behalf of an 

unregistered holder of one or more of the Notes (an "Unregistered Notcholder"). You (or your 

agent) are required by paragraph 26 of the enclosed Court Order (the "Meeting Ol'uer))) to 

complete and sign the applicable part of an enclosed Noteholders' Proxy (the box on page 2) for 

each Unregistered Noteholder for whom you act as Participant Holder and to mail it directly lo 

each such app[[cab[e Unregistered Notcholder within five (5) Business Days. 
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We enclose Noteholder Meeting Materials to be forwarded by you or your agent (together with 

an appropriately completed and signed Noteholders' Proxy) to each of the Unregistered 

Noteholders recorded in your account records or book entry records. We enclose one additional 

copy of these materials for your use. THE MATERIALS ARE TIME SENSIT(VE AND 

MUST BE FORWARDED TO EACH OF THE UNREGISTERED NOTEHOLDERS 

TOGETHER WITH THE NOTEHOLDERS' PROXY COMPLETED BY YOU FOR 

THAT UNREGlSTERED NOTEHOLDER WITHOUT DELAY. 

THE TOTAL AMOUNT OF ALL NOTEHOLDER CLAIMS HAS BEEN FILED BY THE 

NOTE INDENTURE TRUSTEES. THEREFORE YOU DO NOT HAVE TO PROVIDE A 

PROOF OF CLAIM. 

The Noteholdel's' Proxy is to he completed and signed by you or your agent and by the 

Unregistered Noteholder and is to be provided by the Unregistered Noteholderdirectly to Sino­

Forest's Monitor, FT! Consulting Canada Inc .• in the enclosed envelope or by facsimile 

transmission or email. 

PLEASE .INSTRUCT UNREGISTERED NOTEHOLDERS TO DELIVER THETR 

PROXIES DIRECTLY TO FYI CONSULTING CANADA INC. IN ACCORDANCE 

WITH THE INSTRUCTlONS TO UNREG[STERED NOTEHOLDERS. PROXIES 

MUST BE RECEIVED BY FTI CONSULTING CANADA INC. PRIOR TO THE 

DEADLINE OF 5:00 P.M. ON THE THIRD BUSINESS DAY BEFORE THE MEETING 

(OR ANY ADJOURNMENT THEREOF). 

Before sending the Noteholders' Proxy and the other materials to an Unregistered Noteholder, 

please: 

1. insert in the Noteholdel's' Proxy in the appropriate spaces (in the box 0\1 page 2) 

the name of lheappJicable Unregistered Noteholder, your organization's name as 

Participant Holder, the applicable account number and the principal amount oOhe 

Notes held in such account; and 

2, sign the Noteholders' Proxy as Participant Holder where indicated. 
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We request that you provide any assistance thai an Unregistered Noteholder may require in 

completing its Noteholders' Proxy. You are required by the Meeting Order to complete and 

forward such Noteholders' Proxies and the other materials io the applicable Unregistered 

Noteholders as specified in these instructions. 

If you have a standard practice for distribution of meeting ma1erials to Unregistered Noteholders 

and for the gathering of information and proxies or voting instruc[[ons from Unregistered 

Noteholders that differs from [he process described above, please contact the Monitor 

immediately to determine whether you are abJe to use such standard practice as an alternative to 

the process described above. 

ff you have any questions regarding your obligations Of the process, or require additional copies 

of al1Y materials) please contact the Moni lor at the following address: 

FTI Consulting Canada Inc., the Court-appointed 
Monitot' of Sino-Forest Corporation 
TD WaterJ10use Tower 
79 Wellington Street West, Suite 20 10 
P.O. Box 104 
Toronto, Ontario M5K 108 

Attention: Jodi Porepa 
Email: sfc@ftlcot1sulting.com 
Fax: (416) 649~8101 

You can also view copies of documents relaling to this process 011 the following website 

hlt p:llcfcanada. /1iconsul ting.com/sfc/. 
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SCHEDULE HC" 

INSTRUCTIONS TO ORDINARY AFFECTED CREDITORS 

URGENT - IMMEDIATE ACTION REQUIRED 

TO: ORDINARY AFFECTED CREDITORS OF SINO-FOREST CORPORATION 

Re: Meeting of Affected Creditors of Sino-Forest Co.rporation to vote on the Plan of 

Compromise and Reorganization pursuant to the Companies I Creditors 

Al'rallgemel11 Act (the "Plan") 

We enclose in this package the following documents for your review and consideration: 

1. Notice to Affected Creditors; 

2, the Plan proposed in respect of Sino-Forest Corporation; 

3. an Infonnation Circular in respect of Sino-Forest Corporation and the Plan; 

4. copy of the Meeting Order of the Ontario Superior Court of Justice dated - (the 

"Meeting Order"'); 

5, copy of the endorsement of the Ontario Supedor Court of Justice made on August 31, 

2012 (the "Endorsement"); and 

6. blank form of Ordinary Affected Creditors' Proxy, completion instructions und a return 

envelope. 

The purpose of these materials is to enable you (0 consider the Plan and vote to accept or reject 

the resolution to approve the Plan at the Meeting of Affected Creditors of Sino-Forest 

Corporation to be held at JO:OO a.m, on., 20J2 (or such other date as may be set and annollnced 

in accordance with the Meeting Order) at the offices of Bennett Jones LLP, 3400 One First 

Canadian Place, Toronto, Ontario (the "Meeting"). 

301 



·2· 

PROXIES 

Ordinary Affected Creditors who wish to vote at the Meeting must complete the enclosed 

Ordinary Affected Credi tors> Proxy und provide [t to the Monit0f, using the enclosed envelope, 

or by sending it to the Monitor by facsimlie transmission at the fax number noted below or by 

email (in PDF fonnat) at the email address below, so that it is received by the Monitor no later 

than 5:00 p.m. (Toronto time) on the third Business Day before the Meeting (or any adjoumment 

thereof). Any Ordinary Affected Creditor must provide the Ordinary Affected Creditors' Proxy 

to the Monitor by this deadline to vote at the Meeting of Affected Creditors. 

FURTHER INFORMATION 

If you have any questions regarding the processor any of the enclosed forms, please contact FTI 

Consulting Canada Inc. at the following address: 

FTI Consult ing Canada Inc., the COUli·appointed 
Monitor of Sino-Forest Corporation 
TO Waterhouse Tower 
79 Wellington Street West, Suite 2010 
.P.O. Box 104 
Toronlo) Ontario M5K 108 

Altention: Jodi Porepa 
Emaj]; sfc@fticonsulting.com 
Fax: (4'16) 649·8101 

You can also view copies of documents relating to j·his process on the following website 

htlp://cfcanada.fiiconsulting.com/sfc/, 
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SCH EDULE "D" 

INSTRUCTIONS TO REGISTERED NOTEHOLDERS 

URGENT - IMMEDIATE ACTION REQUIRED 

11,2012 

TO: REGISTERED HOLDERS OF SJNO-POREST CORPORATION'S: 

(i) U8$345,OOO,000 5,00% CONVERTlBLE SEN{OR NOTES DUE 2013 (Rule 

144A CUSIP No. 82934HAB7/ReguJat"ion S CUSIP No. C83912AB8); 

(ii) US$399,517,000 to.25%GUARANTEEO SENIOR NOTES DUE 2014 (Rule 

144A CUSIP No. 82934HAC5fRegulation S CUSIPNo. C83912AC6); 

(iii) US$460,OOO,OOO 4.25% CONVERTIBLE SENIOR NOTES DUE 2016 (Rule 

144ACUSIP No. 82934HAD3/ReguJadon S CUSJP No. C83912AD4); and 

(tv) OS$600,OOO,000 6.25% GUARANTEED SENIOR NOTES DUE 2017 Rule 

144A CUSIP No. 82934HAF8fRegulation S CUSIP No. C83912AF9), 

(collective!y, the "Notes") 

Re: Meeting of Affected Creditors of Sino~Forcst Corporation to vote on the Plan of 

Compromise and Reorganization pursuant to the Companies' Creditors 

A I'l'Cll1gemellt Act (the "Planl!) 

We enclose in this package the following documents for your review and consideration: 

J. Notice to Affected Creditors; 

2. the Pi(3n proposed in respect 0 f Sino-Forest Corporation; 

3. an Infom1atlon Circular with respect to Sino-Porest Corporation and tbe Plan; 
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4. copy of lhe Meeting Order of the Ontario Superior Court of Justice dated. (fhe 

"Meeting Order"); 

5. copy ofthe·endorsement of the Ontario Superior Court of Justice made on August 

31,2012 (the "Endorsement"); and 

6. blank form of No Ie holders' Proxy, completion instructions and re(um envelope. 

The purpose of 1hese materials is to provide you with the documents required for dissemination 

to I3enencial Noteholders to enable Beneficial Noteholders to consider the Plan and to cast their 

vote to accept or reject (he resolution to approve the Plan at the meeting of the Affected 

Creditors to be held at 10:00 a.m. on., 2012 (or such other date asmay be set and announced in 

accordance with the Meeting Order) at the offices of Bennett Jones LLP, 3400 One First 

Canadian Place, Toronto, Ontario (the "Meeting"). 

IF YOU HOLD NOTES FOR ANOTHER PERSON PROXIES ARE TO BE FILED 

ONLY BY BENEFICIAL NOTEHOLDERS. IF YOU ARE A TRUST COMPANY, 

DEPOSITORY, A BROKER, A BOOK ENTRY SYSTEM, AN AGENT, A CUSTODIAN 

OR ANY OTHER ENTITY WHICH HOLDS NOTES FOR ANOTHER PERSON, 

PLEASE IMMEDIATELY CONTACT ITI CONSULTlNG CANADA INC, (THE 

"MONITOR") ATTHE ADD~SS BELOW TO SO ADVISE IT. THE MON1TOR WILL 

THEN SEND YOU THE MATERIALS SET OUT IN SCHEDULE "B"OF THE 

MEETING ORDER WHICH HAVE BEEN PREPARED TO ADDRESS YOUR 

SITUATION. 

CLAIM 

THE TOTAL AMOUNT OF ALL NOTEHOLDER CLAIMS HAS BEEN FILED BY THE 

NOTE INDENTURE TRUSTEES. THEREFORE YOU DO NOT HAVE TO PROVIDE A 

PROOF OF CLAIM. 

IF YOU ARE A BENEFICIAL NOTEHOLDER 

fr you are a Beneficial Noteholder (I.e. \ you own Notes beneficially yourself and do not hold 

such Notes for the benefit of another person) and you wish to vole at the Meeting) you must 
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complete the enclosed Noteholders~ Proxy and provide it to the Monitor using the enclosed 

envelope, 0)' by sending it to the Monitor by facsimile transmission at the fax number noted 

below or by email (in PDF format) at theemall address below, so that it is received by the 

Monitor no later than 5:00 p.m. (Toronto time) on the third Business Day before the Meeting or 

any adjournment thereof. Beneficial Noteholder must provide the Noteholders' Proxy to the 

Monitor by this deadllne in order to vote at the Meeting of Affected Creditors. 

FURTHER INFORMATION 

If you have any q uestiol1s regarding the process or any of the enclosed forms, please contact FTI 
Consulting Canada Inc. at the following address: 

PTJ Consulting Canada Inc., the Court·appoinied 
Monitor of Sino-Forest Corporation 
TD Waterhouse Tower 
79 Well.ington Street West, Suite 2010 
P.O. Box. 104 
Toronto, Ontario M5K 108 

Attention: Jodi Porepa 
Email: sfc@fticonsulting.com 
Fax: (416) 649-8101 

You can also view copies of documenls relating to this process on the following website 

hOp:llcfca nada. ft i co nSlIl ti ng. comJsfc/. 
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SCHEDULE "E" 

INSTRUCTIONS TO UNREGISiERED NOTEHOLDERS 

URGENT- IMMEDIATE ACTION REQUIRED 

.,2012 

TO: UNREGISTERED HOLDERS OF SINO-FOREST CORPORATION'S: 

(i) US$345,OOO,OOO 5.00% CONVERTIBLE SENIOR NOTES DUE 2013 (Rule 

144A CUSIP No. 82934HAB7IRegulatiol1 S CUSIP No. C83912AB8); 

(ii) US$399,517,OOO 10.25% GUARANTEED SENIOR NOTES DUE 2014 (Rule 

144A CUSIP No. 82934HAC5/Rcgulatio.n S CUSIP No. C83912AC6); 

(iii) US$460,OOO,OOO 4.25% CONVERTIBLE SENIOR NOTES DUE 2016 (Rule 

144A CUSIP No. 82934HAD3/Rcguiation S CUSIP No. C83912AJ)4); and 

(iv) US$600,OOO,000 6.25% GUARANTEED SENlOR NOTES DUE 2017 Rule 

144A CUSIP No. 82934HAF8/Regula'tion S CUSIP No. C83912AF9), 

(collectively, the "Notes") 

Re: MeeHng of AffededCreditors of Sino-Forest Corporation to vote on the Plan of 

Compromise and Reorganization pursuant to the Companies' Cl'editol's 

Arrangemeltt Act (the "Plan 1I) 

You are considered an Unregistered Noteholder jf your Notes are shown by the books and 

records of the applicable indenture trustee to be heJd by your broker, DTC or another similar 

holder (a "Participant Rolder") on your ·behalf, If your Noles are held by a Participant Holder, 

these instructions apply to you. 

We enclo.se in this package the following documents for your review and consideration: 

I. Notice to Affected Creditors; 
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2. the Plan proposed In respect 0 f Sino-Forest Corporation; 

3. an Information Circular with respect (0 Sino-Forest and the Plm)i 

4, copy of the Meeting Order of the Ontario Superior Court of Justice dated - (the 

HM~eting Order"), 20 J 2; 

5. copy of the endorsement of the Ontario Superior Court of Justice made on August 

31, 2012 (the uEndorsement"); al~d 

6, blank f01111 of Note holders' Proxy, completion instructionsanciretum envelope. 

The purpose of these materials is to provide you with the documents required to enable you to 

consider the Plan and to cast your vote to accept or reject the resolution to approve the Plan at 

the meeting of the Affected Creditors to be helda1 10:00 a.m. on 0,20 12 (or such other date as 

may be set and announced in accordance with the Meeting Order) at the offices of Benoeti Jones 

LLP, 3400 One Pirsl Canadian Place l Toronto, Ontario (the "Meeting"). 

CLAIM 

THE TOTAL AMOUNT OF ALL THE NOTEHOLDER CLAIMS HAS BEEN FILED BY 

THE NOTE INDENTURE TRUSTEES. THEREFORE, YOU DO NOT HAVE TO PROVIDE 

A PROOF OF CLAIM, HOWEVER IF YOU WlSH TO VOTE ON THE PLAN! YOU 

MUST COMPLETE THE ENCLOSED NOTEHOLDERS> PROXY IN ACCORDANCE 

WITH THE INSTRUCTIONS SET OUT THEREIN AND RETURN IT TO 'THE 

MON'ITOR PRIOR TO 5:00 P.M. (TORONTO TIME) ON THE THIRD BUSINESS DAY 

BEFORE THE MEETING OR ANY ADJOURNMENT THEREOF. 

PROXY 

The box on page 2 of your proxy should have been completed and signed by your Participant 

Holder to indicnte the principal amount of Notes held by Ihe P(:,lliicipant Holder on your behalf as 

a1 the Voting Record Date of.. If it has 110t been completed and signed. please coniact your 

Participant Holder immediately to arrange for it to be completed and signed. You must complete 

your pardon of the enolosed Noteholders! Proxy (including paragraph 1 of the proxy) and 

307 



~ 3 -

provide it to PTI Consulting Canada lnc. (the "Monitor"), using the enclosed envelope) or by 

sending to the Monitor by facsimile tl.'ansmission at the fax number noted below or by email (in 

PDF fonnat) at the email address below, so thatii is received by the Monitor no later than 5:00 

p.m. (Toronto time) on the third Business Day before the Meeting or any adjournment thereof. 

You must provide (he completed proxy to the Monitor by this deadline if you wish to cast your 

vote at the Meeting of Affected Creditors. 

YOU SHOULD NOT SEND THE PROXY TO YOUR PARTICIPANT HOLDER. YOUR 

PROXY SHOULD BE SENT DIRECTLY TO FTI CONSULT1NG CANADA [NC. TN THE 

ENVELOPE PROVIDED OR BY FACSIMILE OR EMAIL. 

If you .have a.ny ,questions regarding your obligations or the process, or require additional copies 

of any materials please contact the Monitor at (he following address: 

The Monitor 
PTJ Consulting Canada Inc., the Court-appointed 
Monitor orSino-Forest Corporation 
TO Waterhouse Tower 
79 Wellington Streel West, Suite 2010 
P.O. Box 104 
Toronto, On1ario M5K 108 

Attention: Jodi Porepa 
Email: sfc@fticollsulting.com 
Fax: (416) 649-810 1 

You can also view copies of documents relating to this process on the following website 

http://cfcanada.fticonsu lting.com/sfc/. 
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SCHEDULIJ:. "F" 

NOTEHOLDERS'l)ROXY 

For Use by Beneficial Owners of Sino~Forest Corporationts Notes 

MEETING OF AFFECTED CREDITORS OF SINO-FOREST CORPORATION 

to be held pursuant to an Order of the Ontario Superior Court of Justice (the "Meeting Order") 

.in connection with the Plan ofCempromise and Reorganization (the ('Plan") 

under the Companies I Creditol's Arrangement Act (Canada) ill respect of 

Sino-Fores1 CorpDration ("Sino-Forest") 

on • > 2012 atl 0;00 a,m, 

(or such other dale as may be set and announced in accordance with the Meetin.g Order) 

at: 

Bennett Jones LLP, 3400 One First Canadian Place 

Tomnle, Ontario 

andal any adjournment thereof, 

Before completing this Proxy, please read cClrefully the ins/mc/ions accompanying this Proxy for 

in/ormation I'especling the proper completion and I'e/w'n o/this Proxy. 

THIS PROXY MUST BE COMPLETED AND SIGNED BY THE PARTICIPANT 

HOLDER AND THE UNREGISTERED NOTEHOLDER AND MUST BE PROVIDED 

TO THE MONITOR, FTI CONSULTING CANADA INC., PRIOR TO 5:00 P.M. 

TORONTO TIME ON THE THIRD BUSINESS DAY BEFORE THE MEETING (OR 

ANY ADJOURNMENT THEREOF). 
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TO BE COMPL£TED AND SIGNED BY THE PARTICIPANT HOLDER PRIOR TO 

SENDING THIS PROXY 'to THE BENEFICIAL OWNER OF NOTES 

Name ofUmegis!ered Noteholder 

(Client or Principal for whom Noles are held); 

Name of Par1icipanl Holder for this Unregistered 

Noteholder's Notes: 

Account Number: 

Principal Amount of Notes 

Held for this Unregistered Noteholder by sedes: _________ -----_ 

rartici,panf Holder Signature: 

(Print Name of Contact at Participant Holdet') 

Phone Number of ParticIpant Holder: By: 

Email Address of Participant Holder: 

(Signature of authorized signing officer of 

Participant Holder) 
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REMAINDER OF PROXY TO BE COMPLETED BY BENEF1CIAL OWNER 

THE UNDERSIGNED UNREG1STERED NOTEHOLDERhereby revokes all proxies 

previously. given and nominates, constitutes and appoints 

______________ or, if no pel'sonis named, Robert J. Chadwick of 

Goodmans LLP (or his designee), as nominee of the Unregiste.red NotehoJdel', with power of 

substitution, to attend on behalf of and act for the Unregistered Noteholder at the Meeting of 

Affected Creditors of Sino-Forest Corporation (0 be held in connection with the Plan and at 

any and all adjoummeB(s thereof, and to vote the Unregistered Noteholder's claims in respect 

of the Notes beneficially owned by it as follows; 

A. (mark one only) 

o VOTE FOR approval of the Plan; or 

o VOTE AGAlNST approval of the PI~U1; 

and -

B. vote at tbe nominee's discretion and otherwise act for and on behalfof the 

undersigned Unregistered Noteholder with respect to any amendments or 

variations to the Plan and to any other matters that may come before the 

Meeting of the Affecied Creditors of Sino"rorest Corporation or any 

adj ournment thereo f. 

r f yOll do not indicate your vote in part "A" above and Robert J. Chadwick of Goodmans LLP (or 

his designee) is your nominee, he will vote this proxy .FOR approval ofihe Plan. 

Please provide below: (i) the Name of each Participant Holder -through which the Unregistered 

Noteholder holds Notes; Oi) the Unregistered Noteholcler's account numbel' with each such 

Participant NotehoJder; and (iii) the principal amount of all Notes held on behalf of the 

Unregistered Noteholdcr by each Participant Holder. 
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NAME AN'f5PHONE # OF ACCOUNT PRINCIPAL 

PARTICIPANT HOLDER NUMBER AMOUNT OF NOTES 

AND SERlES 
(Please list all Participants Holders 

through which yon hold Notes) (Please identify the 

series of Notes) 

i 

(If additional space is required~ please attach a separate page) 
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The Unregistered Noteholdcr hereby authorizesFTI Consulting Canada Inc. to contact any 

Participant Holder named above to confirm that the information set out above conforms to 

the information contained in the records of the Participant Holder. 

DATED this ___ day of _______ , 2012. 

(Print Name of Unregistered Noteholder) 

(Signature of Unregistered Noteholder or, if the 

Unregistered Noteholder is a corporation, signature of an 

authorized signing officer of the corporation and such 

officer's title) 

Phone Number of Unregistered Noteholder 
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INSTRUCTIONS FOR COMPLETION OF PROXY 

I. Each Unregistered Noteholder has the right to appoint a persOIl (who need not be 

a Noteholde[') to attend, act and vote for and on the Unregistered Noteholder's 

behalf and such right may be exerclsed by inseliingin the space i.1i paragraph 1 

the name of the person to be appointed. An individual Unregistered Noteholder 

wishing lo atlendand vote in person at the Meeting of Affected Creditors of Sino­

Forest Corporation should insert the Umegistered Noteholder's own name in the 

space provided. If no name has been inserted in the space provided, the 

Unregistered Noteholder will be deemed to have appointed Robert .T. 

Chadwick of Goodmans LLP (or his designee) as the Unregistered 

Noteholder's proxyholder. 

2. If .Robert J. Chadwick of Goodmans LLP (or his designee) is appointed or 

deemed to be appointed 1)S proxyholder flnd the Unregistered Noteholdcr 

fails to indic~te on this Proxy a vote for or against the approval of tbe Plan, 

thjs Proxy will be voted FOR approval of the Plan. 

3. The Unregistered Noteholder should insert the principal amount of each series of 

Notes owned by the Unregistered Noteholder, specifying in each case the 

appllcable Participant Holder and the series of Notes, in the space provided on 

page 4. 

4. If this Proxy is not dated in the space provided, it will be deemed to bear the date 

on which it is received by the Monitor. 

5. This Proxy must be signed by the Beneficial Owner of the applicable Notes or by 

his or her attorney duly authorized in writing or, if the Unregistered Noteholder is 

a corporation, by a duly authorized officer or attorney of the corporal ion 

specl fying the title of such officer or attorney. 

6. The Participant Holder must complete and sign the applicable portion of the 

Proxy (in the box on page 2) PRIOR to sending the Proxy to the Beneficial 

Owner. 
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7. Valid proxies bearing or deemed to bear a Jater date wlll revoke this Prox:y, If 

more than one valid proxy for the same Unregistered Noteholder and bearing or 

deemed to bear (he same date are received with conflicting instructions, such 

proxies will be treated as disputed proxies and will no! be counted. 

8. This Proxy must be received by the Monito)' by no later than 5:00 p.m. (Toronto 

time) on the third Business Day before the Meeting or any adjournment thereof, at 

the address set out ·below: 

rTr Consulting Canada Inc., the Court-appointed Monitor of Sino-Forest 
Corporation 

TO Waterhouse Tower 
79 Wellington Street West, Suite 20]0 
P.O, Box 104 
Toronto, Ontario MSK 108 

Attention: Jodi Porepa 
El'nail:sfc@fiicoJ)sulling.com 
Fax: (416) 649-8101 
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ORDINARY AFFECTED CREDITORS' PROXY 

For Usc by Ordinary Affected Creditors of Sino-Forest Corporation 

MEETING OF AFFECTED CREDITORS OF SINO-FOREST CORPORATION 

10 be held pursuant to an Order of the Ontario Superior Court of Justice (the "Meeting Orderll) 

in connection with the Plan of Compromise and Reorganization (the "Plan") 

under the Companies' Creditol'sAI'l'angemel11 Act (Canada) in respect of 

Sino-forest Corporatlon C'Sino-Forest") 

on.) 2012 at 10:00 a.m. 

(or such other date as may be set and announced in accordance with the Meeting Order) 

at: 

BenneH Jones LLP, 3400 One F[rst Canadian Place 

Toronto, Ontario 

and at any adjournment thereof. 

Be/ore completing this Proxy, please read cCfre/urry 1he il1structions accompanying Ihi.l' Proxy/or 

tn/ormation respecting the proper complellon and I'e!/ll'n o/this Proxy. 

IN ORDER TO VOTE ON THE PLAN, THIS PROXY MUST BE COMPLETED AND 

SIGNED BY TH.E ORDINARY AFFECTED CREDITOR AND PROVIDED TO THE 

MONITOR, FTl CONSULTING CANADA INC., PRIOR TO 5:00 P,M. TORONTO 

TIME ON THE THIRD BUS1NESS DAV BEFORE THE MEETING OR ANY 

ADJOURNMENT THEREOF. 
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THE UNDERS[GNED -ORDINARY AFFECTED CRED[TOR hereby revokes all proxies 

previously given and nominates, constitutes and appoints __________ or) if no 

person is named, I insert representative of the Monitorl (or hislherdesignee)) as nominee of the 

Ordinary Affected Creditor, with power: of substitution, to attend on behal f of and act for tbe 

Ordinnry Affected Creditor at the Meeting of Affected Creditors of Sino-Forest Corporation to 

be held in connection with the Plan and at any and all adjournrnents (hereof, and to vote the 

Ordinary Affected CreditOl"s Claim as follows: 

A. (mark one only) 

o VOTE FOR approval of (he Plan; or 

o VOTE AGAINST approval of the Plan; 

and -

B. vote at the nominee's discretion and otherwise act fot' and on behalf of the 

undersigned Ordinary Affected Creditor with respect to any amendments 

or variations (0 the Plan and to any other matters that may come before the 

Meeting of the Affected Creditors of Sino-Forest Corporation or any 

adjoLlmmenl thereof. 

If you do not indicate your vote in part"A" above and [insert representative of the Monitor] or 

his/her designee is your nominee, and he/she will vote (hlsproxy FOR approval of the Plan. 
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Dated (,his _____ dayo f ______ , 20,1 2. 

(Print Name of Ordinary Affected Creditor) 

(Signature of Ordinary Affected Creditor or, if the Voting 

. Affected Creditor is a corporation, signature of an 

, authorized signing officer of the corporation and such 

, offtcer>·s name and fiOe) 

Phone Number of Ordinary Affected Creditor 
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INSTRUCTIONS FOR COMPLETION OF PROXY 

I. Each Ordinary A ffected Creditor has the right to appoint a person (who need not 

be a Ordinary Affected Creditor) 10 at.tend, act and vote for and on the Ordinary 

Affected Creditor's behalf and such right may be exercised by inser1ing in the 

space provided the name of the person to be appointed. An individual Ordinary 

Affected Creditor wishing to attend and vote in person at the Meeting of Affected 

Creditors of Sino-Forest Corporation should insert the Ordinary Affected 

Creditorls own name in the space provided. If no name has been inserted in the 

space provided, the Ordinary Affected Creditor will be deemed to have 

appointed [insert representative of Monitor) (or his/her designee) as fhe 

Ordinary Affected Credito.r's proxyholder. 

2. If[insert representative of Monitorl(or hislher designee) is appointed or 

deemed (0 be appointed asproxyholder and the Ordinal), Affected Credito·r 

fails to indicate on this Proxy.a vote for or against the approval of the Plan, 

this Proxy will be voted FOR approval of the Plan. 

3, J f this Proxy is nol dated in the space provided, It will be deemed to bear the date 

on which it is received by the Monitol'. 

4. This Proxy must be signed by the Ordinary Affected Creditor or by ·the Ordinary 

Affected Creditor!s atlomey duly authorized in writing or j jf the Ordinary 

Affected Creditor is a corporation, by a dulyaulhorized officer or attorney of the 

corporution specifying the title of such officer or attorney. 

5. Valid proxies bearing or deemed to bear a later date will revoke this Proxy. If 

more than one valid proxy for the same Ordinary Affected Creditor and bearing 01' 

deemed to bear the same date are -received with conf1iclil~g instructions, such 

proxies wi! I be treated as disputed proxies and will not be counted. 

6. This Proxy must be received by the Monitor by no later than 5 :00 p.m. (Toronto 

time) on the third Business Day before the Meeting or any adjournment thereof, at 

the address set 01)t below: 
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FTI Consulting Canada Inc" the Court-appointed Monitor of Sino-Forest 
Corporation 

TO Waterhouse Tower 
79 Wellington Sireet West) Suite 2010 
P.O, Box 104 
Toronto, On1ario M5K 108 

Attention: Jodi Porepa 
Email: sfc@fticonsulting.com 
Fax: (416) 649-810 I 

TOR_LAW\ 7988452\3 

320 



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

IN THE MATTER OF THE COMPANIES' CREDITORS A,lU?ANGEMENT ACT, RS.C.1985, c. C-36, AS AMENDED 
AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(Commercial List) 

(PROCEEDING COMMENCED IN TORONTO) 

PLAN FILING AND MEETING ORDER 

BENNETT JONES LLt> 

Banisters and Solicitors 
One First Canadian Place 
Suite 3400, P.O. Box 150 
TOTontoON 
M5X lA4 

Robert W. Staley (LSUC #27115J) 
KevinZych (tSUC#331291) 
DerekJ. Bell (LSUC #43420J) 
Raj Sahni (LSUC#42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 

W 
N 
~ 



CITATION: Sjno~Forest Corporation (Re\ 2012 ONSC 5011 
COURT FILE NO.: CY-12-9667-00CL 

DATE: 2012083 I 

SUPERlOR COURT OF JUSTICE -,ONTARlO 
(COMMERCIAL LIST) 

RE: IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT 
ACT, R.S.C. 1985, c. C~36, AS AMENDED 

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

BEFORE: MORAWETZJ. 

COUNSEL: Jennifer Starn, for (he Monitor 

HEARD: AUGUST 31,2012 

ENDORSEMENT 

[I) The parties have reached agreement that the requested relief should focus on the issues 
relating to Plan Flling and a Meeting Order.. This wlll result ina modified order from that 
originally contemplated. 

[2] The Meeting Order is being made on the basis that there has been no determination of (a) 
the test fol' approval of the Pla.n) tncluding (I) the jurisdiction to approve the Plan in its cun'ent 
fonn; (ii) whether the Plan compJ1es with the CCAA; and (iii) whether any aspect or term of the 
Plan is fair and reasonable) (b) the validity orquantum of any claims; and (c) the classification of 
creditors for voting purposes. 

[3] Further, nothing in the Order should be interpreted as preventing or restricting or 
olhenvise limiting the ability of any party to oppose a motion for sanction of tbe Plan. 

[4] Monitor's counsel to attend on Tuesday, September 4,2012 wIth a fonn of Order for my 
review. 

MORAWETZJ. 

Date: August 3 I, 2012 
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THIS IS EXHIBIT "D" TO 

THE AFFIDAVIT OF ELIZABETH FIMIO 

SWORN SEPTEMBER 10,2012 

A Commissioner, etc. 
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From: 

Sent: 
To: 

Cc: 
Subject: 
Attac.hments: 

Laura McKlnstray [LMcKlnstray@agmlawyers.com) on behalf ·of Peter Greene 
[PGreene@agmlawyers.com) 
16 August 2012 1:48 PM 
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atardif@MCCARTHY.CA; agray@torys.com; .aJowett@applebyglobal.com; 
awillins@applebyglobal.com; anthony.bocchino@lawdeb.com; tmerchant@merchantlaw.com; 
bzarnett@goodmans.ca; bernard.gravel@lrmm.com; boneill@goodmans.ca; 
bruno.florianl@lrmm.com; cdescours@goodmans.ca; clegendre@MCCARTHY.CA; 
charles.wright@siskinds.com; Clifton.Prophet@Gowlings.oom; coneill@fasken.com; 
curtis.tuggle@thompsonhlne.com; dbish@torys.com; David.Gadsden@bakermokenzie.com; 
david. m.kerr@bnymellon.com; Derek Be.1l; derrick.tay@gowlings.com; 
diane.winters@justicelgo.ca; dimltrLlascaris@siskinds.com; ESellers@osler:com; 
edward.xu@hk.kwm.com; esimpson@appJebyglobal.com; ecole@millerthomson.com; 
ggrove@osler.com; george.bragg@bnymellon.com; grace.lau@bnymellon.com; 
greg.watson@fticonsulting.com; Harvey@chaitons.com; helena.huang@kingandwood.com; 
hcraig@osc.gov.on.ca; hyung.ahn@linklaters.oom;irving.apar@thompsonhine.com; 
jgrout@tgf.ca; jane.dietrich@fmc-Iaw.com; jason.mcmurtrie@gowlings.com; 
Jennifer.stam@gowlings.com; jodLporepa@ftlconsulting.com; Jfabello@torys.com; 
john.pirie@bakermckenzie.com; jon.gray@linklaters.com; Jonathan Bell; jbida@kmlaw.ca; 
Jptak@kmlaw.ca; Jmarin@millerthomson.com; ken.rosenberg@pallareroland.com; Kevin 
Zych; kbaert@kn~)law.ca; kplunkett@tgf.ca; lIowenstein@osler.com; 
marelize.coetzee@bnymellon.com; mcolloff@emmetmarvin.com; 
mpoplaw@MCCARTHY.CA.; Max.Starnino@paliareroland.com; 
mkaplan@cohenmilstein.com; melvin.sng@linklaters.com; neil.rabinovitch@fmc-Iaw.com; 
pgriffin@litigate.com; posborne@litigate.com; pwardle@wdblaw.ca; Raj Sahni; 
rspeirs@cohenmilstein.com; rchadwlck@goodmans.ca; Rob Staley; 
samantha.kim@linklaters.com; sbomhof@torys.com; Sean Zweig; sbieber@wdblaw.ca; 
sramirez@cohenmilstein.com; stoll@cohenmilstein.com; sbrotman@fasken.com; 
tata.sun@kingandwood.com; tin.chung@bnymellon.com; 
yesenia.batista@thompsonhine.com; sroy@litlgate.com; Ifuerst@litigate.com 
Ken DeUer; Michelle E. Booth 
He: Sino-Forest Corporation 
Notice of Motion for leave to appeal pdf 

Attached please find Notice of Motion for leave to appeal on behalf of BDO Limited, which is served on you pursuant to 
the Rules of Civil Procedure. 

Yours truly, 

Peter R. Greene 

Affleck Greene McMurtry LLP . 365 Bay Street, Suite 200 • Toronto, Ontario MSH 2V1 



From: 
Sent: 
To: 

Subject: 
Attachments: 
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Janet Larocque [JLarocque@lltlgale,com] on behalf of Peter Griffin [pgrlffin@litigate,comJ 
16 August 201211:02 AM 

-

atardlf@MCCARTHY,CA; agray@torys,com; ajowett@applebyglobal.com; 
awlillns@applebyglobal,com; anthony,bocchlno@lawdeb,com; tmerchant@merchantlaw,com; 
bzarnett@goodmans,ca; bernard,gravel@lrmm,com; bonelll@goodmans,ca; 
bruno, florlanl@lrmm,com; cdescou rs@goodmans,ca; clegendre@MCCARTHY,CA;· 
charles,wr,lght@slsklnds,com; Cllfton,Prophet@Gowllngs,com; conelll@fasken,com; 
curtis, tugg le@thompsonhlne,com; dblsh@torys,com; David, Gadsden@bakermckenzle,com; 
davld,m,kerr@bnymellon,com; Derek 8ell; derrlck,lay@gowlings,com; 
dlane,wlnters@justlce,gc,ca; dimitrLlascarls@sjsi<inds,oom; ESellers@osler,oom; 
edward,xu@hk,kwm,com; eslmpson@applebyglobal.com; ecole@millerthomson,com; 
ggrove@osler,com; george.bragg@bnymellon.com; grace.lau@bnymellon.com; 
greg,watson@ftlconsultlng,com; Harvey@chal\ons,com; helena,huang@klngandwood.com; 
hcralg@osc.gov,on,ca; hyung,ahn@llnklaters,com; Irving,apar@thompsonhine,cGm; 
jgrout@tgf,ca; jane,dletrlch@fmc-Iaw,com; jason,mcmurtrle@gow'lIngs,com; 
jennlfer,stam@gowllngs,com; jodl,porepa@ftlconsultlng,com; jfabello@torys,com; 
john,plrle@bakermckenzle,com; Jon,gray@linklaters,com; Jonathan 8ell; jblda@kmlaw,ca; 
jptak@kmlaw,ca; jmarln@mllierthomson,com; kdekker@agmlawyers,oom; 
ken,rosenberg@paliareroland,com;Kevin Zyoh; kbaert@kmlaw,ca; kp.lunkett@tgf,ca; 
lIowensteln@osler,com; Linda Fuerst; marellze;coetzee@bnymellon,com; 
mcolloff@emmetmarvln,com; mpoplaw@MCCARTHY,CA; Max,Star-nino@paliareroland,com; 
mkaplan@cohenmllsteln,com; melvin,sng@llnklaters,com; mbooth@agmlawyers,com; 
nell,rablnovltch@fmc-Iaw,com; pgreene@agmlawyers,com; pgrlffln@lltlgate,com; 
posborne@lItlgate,com; pwardle@wdblaw,ca; Raj Sahnl; rspelrs@cOhenmllsteln,com; 
rchadwlck@goodmans,ca; Rob Staley; samantha.klm@lInklaters,com; sbomhof@torys,com; 
Sean Zweig; Shara N, Roy; sbieber@wdblaw,ca; sramirez@cohenmllstein,com; 
stoll@cohenmilstein,com; sbrotman@fasken,com; tata, sun@klngandwood.com; 
tin,chung@bnymellon,com; yesenia,batista@thompsonhine,com 
Sino-Forest Corporation 
Notice of Motion for Leave to Appeal_2383551.pdf 

Attached please find Notice of Motion for leave to a ppeal, served pursuant to the Rules of ctvil Procedure, 

Peter Griffin, 

Janet Larocque 
Assistant to Peter Griffin 
Lenczner Slaght 
2600-130 Adelaide Street West 
Toronto, Ontario M5H 3P5 
Tel: (416) 865-9500 ext. 227 Fax: (416) 865-3558 (Direct) 
JLarocque@litigate,corn www.lItigate.com 

This e-mail may contain legally privileged or confidential information, This message is intended only for ,the recipient(s) 
named in the message, If you are not an intended recipient and this e-mail was received in error, please notify us by reply 
e-mail and delete the original message immediately, Thank you, Lenozner Slaght Royce Smith Griffin LLP, 



From: 
Sent: 
To: 

Cc: 

Bojovlch, Marian [MBojovlch@torys.comJ 
16 August 201212:43 PM. 
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'Alain Tardif; 'Andrew Jowett'; 'Andrew Willins'; 'Anthony Bocchino Jr.'; 'Anthony Merchant'; 
'Benjamin Zarnett'; 'Bernard Gravel'; Bish, DaVid; 'Brendan O'Neill'; 'Bruno Floriani'; 'Caro'line 
Oescours'; 'Celine Legendre'; 'Charles Wright'; 'Clifton Prophet'; 'ConorO'Neill'; 'Curtis 
Tuggle'; 'David Gadsden'; 'David Kerr'; Derek Beli; 'Derrick Tay'; 'Diane Winters'; 'Dimitri 
Lascaris'; 'Edward Seliers'; 'Edward Xu'; 'Eliot Simpson'; 'Emtly Cole'; Fabello, John; 'Geoffrey 
Grove'; 'George Bragg'; 'Grace Lau'; Gray, Andrew; 'Greg Watson'; 'Harvey Chaiton'; 'Helena 
Huang'; 'Hugh Craig'; 'Hyung Ahn'; 'Irving Apar'; 'James Grout'; Jane Dietrich; 'Jason 
McMurtrie'; 'Jennifer Stam';'Jodi Porepa'; 'John Pirie'; 'Jon Gray'; Jonathan Bell; 'Jonathan 
Bida'; 'Jonathan Ptak'; 'Joseph Marin'; 'Ken Rosenberg'; 'Kenneth Dekker'; Kevin Zych; 'Kirk 
Baert'; Kyle Plunkett; 'Larry Lowenstein'; 'Linda Fuerst'; 'Marelize Coetzee'; 'Margery Colloff'.; 
'Mason Poplaw'; 'Massimo Stamino'; 'Matthew Kaplan'; 'Melvin Sng'; 'Michelle Booth'; Neil 
Rabinovitch; 'Peter Greene'; 'Peter Griffin'; 'Peter Osborne'; 'Peter Wardle'; Raj Sahni; 
'Richard Speirs'; 'Robert Chadwick'; Rob Staley; 'Samantha Kim'; Sean Zweig; 'Shara Roy'; 
'Simon Bieber'; Slavens, Adam; Stefanie Ramirez; 'Steven Toll'; 'Stuart Brotman'; 'Tata Sun'; 
'Tin Wan Chung'; 'Yesenia Batista' 

Subject: 
Fabella, John; Bish, David; Gray, Andrew; Slavens, Adam 
Sino-Forest Corporation 

Attachments: Factum - August 16, 2012.pdf; Brief of Authorities - August 16, 2012.pdf; August 16, 2012 
letter to Service List.pdf 

We represent the Underwdters named in Class Actions (the "Underwriters") in this matter. 

In connection with the Undel'writers' motion seeking leave to appeal from the order of Mr. Justice Morawetz, dated 
July 27, 2012, please find attached hereto copies of the Undetwd.ters' Motion Record, Compendium of Evidence, 
Factum and Brief of Authorities, which are served upon you in accordance with the fulles of Civil Pmced111'(1. 

Due to their size, the above materials will be transmitted in a total of 7 separate emails (includ:ing tbis email) as 
follows: 

1. Factum and Brief of Authorities 

2. Motion Reco:td Volume 1 

3. Motion Record Volume 2 

4. Motion Record Volume 3 

5. Motion Record Volume 4 

6. Motion Record Volume 5 

7. Compendium of Evidence 

EIvIAIL 1 OF 7 

Marian Bojovich 
Assistant to Adam Slavens and Lee Cassey 
To~sLLP . 



Tel: 416.865.7500 ext. 4165 
Fax: 416.865.7380 
mailto:mbojovich@torys.com 
www.torys.com 

327 

This email and any attachments are for the sole use of the intended recipients and may be privileged or 
confidential. Any distribution, printing or other ltSe by anyone else is prohibited. If you are not an intended 
recipient, please contact the sender immediately, and permanently delete this email and attachments. 

2 



IN THE MATTER OF THE COMPAN1ES CKEDITORS' ARRANGEMENT ACT, R.S.C.1985, c. C-36, AS AMENDED AND IN THE 
MATTER OF A PLAN OR CO:MPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

Court File No. CV -12-9667-00CL; Court File No. M41654! M41655! M41656 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

Proceedings commenced in Toronto 

AFFIDAVIT OF ELIZABETH FIMIO 
(Sworn September 10, 2012) 

BENNETT JONES LLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
.M5X1A4 

Robert W. Staley (LSUC #27115]) 
Kevin J. Zych (LSUC #33129T) 
Raj S. Sabni (LSUC# 42942U) 
Derek J. Bell (LSUC #43420]) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 

W 
N 
QO 
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Court of Appeal File Numbers: C56118! C56115! C56125 

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

COURT OF APPEAL FOR ONTARIO 

IN THE MATTER OF THE COMPANIES I CREDITORS 
ARRANGEMENT ACT, RS.C. 1985, c. C-36, AS AMENDED 

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

RESPONDENT'S CERTIFICATE 

The respondent confirms the appellant's certificate, except for the following: 

ADDITIONS 

1. The Affidavit of Elizabeth Fimio, sworn June 8, 2012, and Exhibits B, C, D & E attached 

thereto, are required for the appeal. 

2. The Affidavit of Elizabeth Fimio, sworn September 10, 2012, and Exhibits A & B 

attached thereto, are required for the appeal. 

November 6, 2012 

TO: SERVICE LIST 

BENNETT JONES LLP 
3400 One First Canadian Place 
P.O. Box 130 
Toronto ON M5X 1A4 

Robert W. Staley (LSUC #27115J) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #43420J) 
Raj Sahni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 

Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for Sino-Forest Corporation 



IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED AND IN THE 
MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

Court of Appeal File Number: C56118 / C56115 / C56125 
Court File No. CV-12-9667-00CL 

COURT OF APPEAL FOR ONTARIO 

RESPONDENT'S CERTIFICATE 

BENNETT JONES LLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5X 1A4 

Robert W. Staley (LSUC #27115J) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #43420J) 
Raj Sahni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 

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

Lawyers for Sino-Forest Corporation 
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED AND IN THE 
MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

Court of Appeal File Numbers: C56118 / C56115 / C56125 
Superior Court File No. CV-12-9667-00CL 

COURT OF APPEAL FOR ONTARIO 

COMPENDIUM OF THE 
RESPONDENTS, SINO-FOREST 

CORPORATION 

BENNETTJONESLLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5X 1A4 

Robert W. Staley (LSUC #271151) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #434201) 
Raj Sahni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 

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

Lawyers for Sino-Forest Corporation 
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