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PROOF OF CLAIM AGAINST
SINO-FOREST CORPORATION
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Secured Claim

L. Original Claimant ldentification (the "Claimant")

Legal Name of Claimant: Ernst & Young LLP

Address:

Ernst&Young LLP
222 Bay Street. P.O. Box 25L
Ernst & Young Tower, 21't Floor

ciry: Toronto Prov / State: ON

Postal/Zip code: M5K l-J7

Z. Assignee, if claim has been assigned

Full Legal Name of Assignee

Prov / State-

Postal/Zip code ---

3a. Amount of Claim

Name of Contacs Doris Stamml

title: Chief Legal Counsel

Phone#: +16-943-3039

e-maiì: doris.stamml(oca.ey.com

Restructuring CIaim

Name ofContact

Phone #-

E¡- #

The Applicant was and still is indebted to the Claimant as follows:

currency original Currency unsecured

Amount Prefiling Claim

CDN $7,1- 54,200,000,00,

nlus all not vet
ouantified /unknown
amounts as set out in

Schqduìe "41"

$1,805.000,000.00 ,

nlus all not vet
o uantified /unknown
amounts as set out in

X

X

tr

f,
n

T
l

Schedu le"A1"

T
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3b. Claim against Subsidiaries

If you have or intend to make a claim against one or more subsidiaries which is based in whole or in part on

facts, underlying transactions, causes of action or events relating to a claim made agaÍnst the Applicant above'

check the box below, Iist the Subsidiaries against whom you assert your claim' and provide particulars of your

claim against such Subsidiaries'

X l/we have a claim against one or more Subsidiary

Name(sl of Subsidiaries:

See Schedule B for a list of
all subsidiaries ciaimed
aeainst

CurrencY

CDN and USD

Original
CurrencY Amount

All amounts claimed
in Schedule "Ai-" are

also claimed aeainst
the entities listed ín
Schedule B.

Amount of Claim

All amounts
claimed in

ìe " A1"

are aiso claimed
aqarBs!----the
entities listed in
Schedule B

Ernst & young LLp reserves aII rights as against tho-se.entitÍes listed on schedule "8", including for

greater certainty aII direct and índirect siøiíAiories of Sino-Forest Corporation' -Ernst 
&Young LLP hqs

descríbed its current claims against subsidiaries without pre¡udrce tu'the føct that such claims may be

usserted or amended at a later time'

4. Documentation
Provide all particulars of the Claim and supporting documentation'

rà.u.-.nttå1, or ìegal breach(es) gÍvÍng rise to the Claim'

Säe Scheduie "A2" plus all documents appended thereto'

5. Certification
I herebY certifY that:

1. I am ihe Claimant, or authorized representative of the Claimant'

2,IhaveknowledgeofallthecircumstancesconnectedwiththisClaim.
¡. Complete docuåentation in support of this claim is attached'

including amount' and description of transaction(sJ or

Dated at Toronto

this 20t¡ day of lune,ZjtZ

Name

Title:

Signature

Doris Stamml

Chief

Witness



3 dl,

6. Filing of Claim

This Proof of CIaÍm must be received by the Monitor by no later than 5:00 p.m' (prevailing
Eastern Time) on fune 20,20L2, by registered mail, courier, personal delivery or electronic or

digital transmission at the following address:

FTI Consulting Canada Inc.
Court-appointed Monitor of Sino-Forest Corporation
TD Waterhouse Tower
79 Wellington Street West
Suite 2010, P.O. Box 1.04

Toronto, Ontario MsK 1G8

Attention: Jodi Porepa
Telephone: (+L6) 649 -809 4
E-mail : sfc@fti consulting.com

An electronic version of this form is available at http://cfcanada,fticonsultine'com/sfc'
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SCHEÐULE ((41''

CLAIM OF ERNST & YOUNG LLP AGAINST SFC AND SUBSIDIARIES

1. Breach of contract:

(a) damages in an amount yet to be quantifi.ed as more particularly set out in

Schedule "A2"; and

(b) costs and interest.

2. Negligent misrepresentation:

(Ð damages in an amount yet to be quantified as more particularly set out in

Schedule "A2"; and

(b) costs and interest.

3. Fraudulent misrepresentation:

(a) damages in an amount yet to be quantified as more particularly set out in

Schedule ".Ã2", and

(b) costs and interest.

4. lnducing Breach of Contract:

(c) damages in an amount yet to be quantified as more particularly set out in

Schedule "A2"; aÍtd

(d) costs and interest.
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5. Reputational Loss

(a) damages in an amount yet to be quantifi.ed as more padicularly set out in

Schedule "A2"; and

(b) costs and interest.

6. Contractual indemnification in respect of any amounts paid or payable by Ernst & Young

LLP in respect of:

(a) The action in Ontario Superior Court of Justice Court Fiie No. CV-11-

43115300CP (oniy as the Court permits):

(i) damages claimed in the amount of up to CDN $7,149,200,000.00;

(iÐ damages claimed in the amount of up to USD $1,805,000,000.00;

(iiÐ any unknown amounts not yet pleaded or quantifi.ed (including interest

and costs) against Emst & Young LLP in this proceeding; and

(iv) any amounts incurred or to be incurred by Ernst & Young LLP with

respect to its defence of the above-mentioned proceeding.

(b) The action ín Quebec Superior Court File No. 200-06-000I32-lLl (only as

authorized and given representative status):

(i) unknown and unquantified damages in Canadian dollars;

(iÐ unknown and unquantified damages in U.S' dollars;

(iiÐ any unknown amounts not yet pleaded or quantified (including interest

and costs) against Ernst &. Young LLP in the above-mentioned

proceeding; and
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(c)

(d)

(iv) any amounts incurred or to be incurred by Ernst & Young LLP with

respect to its defence of the above-mentioned proceeding.

The verified complaint tn Supren¡e Court of the State of ltrev,t Yark, County of

New York - Index No. 65025812012:

(Ð unknown and unquantified damages in Canadian dollars;

(iÐ unknown and unquantifìed damages in U.S' dollars;

(iii) any unknown amounts not yet pleaded or quantified (including interest

and costs) against Ernst &. Young LLP in the above-mentioned

proceeding; and

(iv) any amounts incurted or to be incurred by Ernst & Young LLP with

respect to its defence of the above-mentioned proceeding.

Other Proceedings (as defined in Schedule"A2" to this Proof of Claim):

(Ð unknown and unquantified damages in Canadian doilars;

(ii) unknown and unquantified damages in U.S' dollars;

(iii) any unknown amounts not yet pleaded or quantified (including interest

and costs) against Ernst & Young LLP in the Other Proceedings, and

(iv) any amounts incun:ed or to be incurred by Ernst & Young LLP with

respect to the Other Proceedings.

In respect of claims (a)-(d) above, to the date of this proof of claim, Emst &

Young LLP has incurred legal and related costs of approximately $5,000,000 and

(")

continues to incur costs
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j. Contribution and indemnity under the Negligence Act, R.S.O 1990, c. N-1 and any other

applicable legislation outside of Ontario in respect of the actions and other proceedings

listed in 6 (a)-(d) above and for the costs set out in 6 (e) above.
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SCHEDULE '1AZ')

THE CLAIMANT AND BACKGROUND TO TIIIS CLAIM

1. Ernst & Young LLP ("8&Y") is a firm of chartered accountants carrying on business in

Canada as a limited liability partnership, E&Y delivered Auditors' Reports with respect to the

consolidated financial statements of Sino-Forest Corporation ("SFC", the "Applicant" or the

"Company'') for fiscal years ended December 31, 2007-20t0 inclusive and with respect io the

consolidated financial statements of two of SFC's subsidiaries (Sino-Wood Partners, Limited and

Sino-Panel (Asia) Inc.) for fiscal years ended December 3I,20Ql and 2008. From time to time,

E&Y consented to the incorporation by reference of its Auditors' Reports with respect to the

consolidated financial statements of SFC in certain prospectuses and debt offering memoranda of

the Company. ln addition to audit services, E&Y also provided other professional services to

SFC and its direct and indirect subsidiaries (the "SFC Subsidiaries"). Where contextually

appropriate, SFC shall refer to SFC and the SFC Subsidiaries uniess otherwise noted' E&Y

resigned as SFC's auditor effective April 4,2012.

2. E&Y claims as against SFC and the SFC Subsidiaries for:

(a) Claims against each of SFC and the SFC Subsidiaries for damages relating to

(Ð Breach of contract;

(iÐ Negligent misrepresentation;

(iiÐ Fraudulent misrepresentation;

(iv) Inducing breach of contract (as against the SFC Subsidiaries only);
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(v) Injury to Reputation, and

(vi) Vicarious Liability;

(b) Contractual indemnity, pursuant to E&Y's engagement letters, as described

fuither below; and

(c) Contribution and indemnity under the Negligence Act, R.S.O 1990, c. N-1 and

other applicable legislation outside of Ontario (the "Negligence Act").

3. The relationship between E&Y on the one hand, and SFC, the SFC Subsidiaries and their

respective directors and offrcers on the other, was at all material times at arm's lengfh. E&Y

contracted with SFC to provide it with auditing services upon terms estabiished by a series of

engagement letters (the "Engagement Letters") for 2007 through and including 2010, attached as

Schedule Cl.

4. Management of SFC and the SFC Subsidiaries was and is responsible for the preparation

a"¡1dfair presentation of SFC's consolidated frnancial statements, which SFC prepared and issued,

and contracted with E&Y on behalf of SFC and the SFC Subsidiaries to audit. Management was

responsibie for the preparation of those consolidated financial statements in accordance with

Canadian generally accepted accounting principles ("GAAP"), and for such internal controls as

management determined were necessary to enable the preparation of consolidated financial

statements that were free from material misstatement, whether due to fraud or error. The Board

of Directors of SFC approved the consolidated ftnancial statements. The consolidated financial

statements were accompanied in all cases by representations from management'
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5. E&y's responsibility was to express an opinion on those consolidated financial

statements based on its audits conducted in accordance with Canadian generally accepted

auditing standards ("GAAS").

6. E&y had a direct professional relationship with SFC and with each of the SFC

Subsidiaries (more particularly described as SFC and, as at Decembet 3I,2010, those entities set

out in the Corporate Organization Chart at Schedule "C10")'

1. E&y as auditor of SFC did not have any relationship with the equity or debt holders of

SFC in their capacity as security holders of SFC. E&Y was not a shareholder, other equity

holder or a holder of funded debt of SFC or any SFC Subsidiary.

g. At ali relevant times, E&Y provided services to SFC and the SFC Subsidiaries upon pre-

established contractual terms with the expectation of receiving fees for the professional services

rendered, dependent in no way on the Company's financial performance.

g. E&y's Auditors' Reports in respect of the financiai statements for the fiscal years ended

December 3I,2001 to 2010 were prepared for the purposes set out in the Business Corporations

Act (Canada). Although incorporated by reference (as required by applicable securities laws)

into prospectuses filed by SFC, E&Y's Auditors' Reports were not prepared for that purpose.

10. E&Y's claims against SFC and the SFC Subsidiaries are

(a) Creditor claims;
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(b) Derived from E&Y's retainers by andlor on behalf of SFC and the SFC

Subsidiaries and E&Y's relationship with such parties, all of which are wholly

independent and conceptually different from the claims advanced by the plaintiffs

on behalf of the Interested Parties (as defined below);

(c) Claims that include the costs of defending and responding to various proceedings,

both pre- and post-filing; and

(d) Not equity claims in the sense contemplated by the Companies' Creditors

Arrangement Act, R.S.C. 1985, c. C-36. Equity holders of SFC have not

advanced, and could not advance, any claims against the SFC Subsidiaries.

Restructuring legislation (and jurisprudence) in the jurisdictions of incorporation

of the relevant subsidiaries does not provide for subordination of these claims to

the claims of other unsecured creditors.

PROCEEDINGS AGAINST E&Y

1 l. E&Y has been named as a defendant in various legal proceedings in connection with the

services that it provided to SFC. The plaintiffs in these actions, orr behalf of current and past

holders of SFC's securities (collectively the "Interested Parties"), seek to have the actions

certified as class proceedings under the relevant legislation. None of the actions has been

certified and leave is required for certain of the relief sought. Current proceedings in which

claims are advanced against E&Y are:

an action in the Ontario Superior Court of Justice títled Trustees of the Labourers'

Pension Fund of Central and Eastern Canada et al. v Sino-Forest Corporation et

al. beartng Court File No. CV-11-431153-00CP, in which the plaintiffs seek

(a)
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damages of approximatety $9.2 billion in the aggregate on behalf of resident and

non-resident Interested P arties ;

(b) an action in the Quebec Superior Court titled Guining Lui v Sino-Forest

corporation et al. bearing court File No. 200-06-000132-111, in which the

plaintiffs seek unquantified damages likely on behalf of Quebec resident

Interested Parties; and

(c) an action in the Supreme Court of the State of New York titled David Leapard

and IMF Finance SA et al. v. Sino-Forest Corporation et al' beanng Court Index

No. 200-06-000132-111, in which the plaintiffs seek unquantified damages on

behalf of Interested Parties who purchased shares over the counter ("OTC") in the

United States, and noteholders;

(collectively, the "Class Actions")

12. E&Y is exposed to furtherproceedings, including those that may be commenced in the

future in connection with the services performed for SFC (the "Other Proceedings")'

13. The Class Actions include allegations that the financial statements of SFC contain

material misstatements, and that E&Y misrepresented that SFC's reporting was in accordance

with GAAP and that E&Y had conducted its audits in accordance with GA.A.S.

14. The claims advanced against E&Y in the Class Actions are in fact and in law distinct and

different from the claims advanced as against SFC and its directors and officers, employees

andlor agents
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15. On May 22,20T2, following an investigation by Staff of the Ontario Securities

Commission (the "OSC"), the OSC released a Statement of Allegations that included allegations

that SFC and certain of its former directors and offi.cers engaged in a complex fraudulent scheme

to inflate SFC's assets, dishonestly concealing their control over certain related parties, falsified

evidence of ownership and dishonestly concealed weaknesses in internal controls within SFC.

16. The OSC Statement of Allegations states that E&Y, as auditors, "were not made aware of

Sino-Forest's systematic practice of creating deceitful Purchase Contracts and Sales Contracts,

including key attachments to these contracts," and that SFC and certain of its directors and

officers "knew or ought to have known that their auditors during the Material Time relied on the

validity" of certain allegedly deceitful documents and information. (See paragraphs 19 and 81 of

the Statement of Allegations.)

17 . To the extent that the allegations of the OSC are proven true and there are misstatements

contained in SFC's consolidated financial statements, such misstatements are the result of

negiigence andlor fraud on the part of SFC and/or the SFC Subsidiaries andlor their respective

directors, officers, empioyees and/or agents (or certain of them) and constitute a breach of

contract by them of the express terms of the Engagement Letters or inducing breach of contract,

among other wrongs.

E&Y'S CLAIMS

18. E&Y has incurred losses, costs and expenses and is exposed to further and additional

losses, costs and expenses as described in this Proof of Claim. E&Y claims as against SFC and

the SFC Subsidiaries in resPect of
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(a) Claims against SFC for

(i) Breach of contract (including but not limited to breach of contractual

terms including contractual repres entations) ;

(iÐ Negligent misrepresentation;

(iiÐ Fraudulent misrepresentation;

(iv) Injury to reputation; and

(v) Vicarious liability;

(b) Claims against the SFC Subsidiaries for the same reiief in (a) (i) - (v) above, as

well as for inducing breach of contract;

(") Contractual indemnity; and

(d) Contribution and indemnity under the Negligence Act and any other applicable

legislation outside of Ontario.

(a) Claims A SF'C

ß. E&Y asserts claims for damages and restitution in respect of: (i) breach of contract; (ii)

negiigent misrepresentation; (iii) fraudulent misrepresentation; (iv) reputational loss; and (v)

vicarious liability.

20. E&Y has suffered and will continue to suffer the damages set out below
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2I. E&y performed auditing services for SFC and the SFC Subsidiaries pursuant to contracts

- formal engagement letters which, together with E&Y's General Tetms and Conditions for

Audit and Review Engagements (incorporated by reference into the Engagement Letters),

constituted the terms of these engagements.

22. E&Y's retainer, according to its express terms, was to audit and report on the

consolidated financial statements of SFC. In accordance with Canadian professional standards,

f,rnancial statements are to be consolidated when an auditor is reporting on the fi-nancial

statements of a company having one or more subsidiaries'

23 The Engagement Letters in all years generally reflect the agreement of SFC that, among

other things:

(Ð The audit would be conducted in accordance with Canadian auditing standards.

Those standards require that E&Y comply with ethical requirements and pian and

perform the audit to obtain reasonable, rather than absolute, assurance about

whether the consolidated financial statements are free of material misstatement,

whether due to fraud or ert:or;

(b) There are inherent limitations in the audit process, including the use of judgement

and seiective testing of data and the possibility that collusion or forgery may

preclude the detection of material eïïoÍ) fraud or illegai acts. Accordingly, there

is some risk that a material misstatement of the consolidated financial statements

may remun undetected; and
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(Ð Management and, where appropriate, the Audit Committee, acknowledge and

understand that they have responsibility for the preparation and fair presentation

of the consolidated financial statements and unaudited interim financial

information in accordance with GAAP and for such intemal control as

management deterrnines is necessary to enable the preparation of the consolidated

financial statements and unaudited interim financiai information that are free from

material misstatement, whether due to fraud or effor'

24. The Engagement Letters reflect the following, the wording of which did not vary

materiaily from year to year, setting out management's responsibilities in connection with the

consolidated financial statements :

"The preparation and fair representation of the consolidated financial
statements and unaudited interim f,tnancial information in accordance

with Canadian generally accepted accounting principles ate the

responsibility of the management of the company. Management is also

responsible for establishing and maintaining effective internal controls,

for properly recording transactions in the accounting records, for
safeguarding assets, and for identifying and ensuring that the Company

complies with the laws and regulations applicable to its activities'

The design and implementation of intemal controls to prevent and detect

fraud are the responsibility of the Company's management, as is an

assessment of the risk that the consolidated financial statements may be

materially misstated as a resuit of a fraud. Management of the Company

is responsible for apprising us of all known instances of fraud or

suspected fraud, iilegal or possibly illegal acts and allegations involving
f,rnancial improprieties received by management or the Audit Committee
(regardless of the souïce or forrn and including, without limitation,
allegations by "whistle*bloweïs," employees, former employees,

analysts, regulators or others), and for providing us fuil access to

information and facts relating to these instances and allegations, and any

internal investigations of them, on a timely basis. Allegations of financial
improprieties include allegations of manipulation of financial results by

management or employees, misappropriation of assets by management or
employees, intentional circumvention of irrterrral controls, inappropriate

influence on related party trafisactions by related parties, intentionally
misleading EY, or other allegations of illegai acts or fraud that could
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have a non-trivial effect on the financial statements or otherwise affect

the financiai reporting of the Company. if the Company iimits the

information otherwise available to us under thìs paragraph (based on the

Company's claims of solicitor/client privilege or otherwise), the

Company wili immediately inform us of the fact that certain ínformation
is being withheld from us. (...)

Management of the Company is responsible for providing us with and

making available complete financial records and related data and copies

of ali minutes of meetings of shareholders, directors and committees of
directors; information relating to any known or probable instances of
non-compliance with legislative or regulatory requirements, including
financial reporting requirements; and information regarding all related
parties and related party transactions. (. . . )"

25. E&Y entered into separate engagement letters with SFC in connection with each

prospectus and debt offering memoranda which incorporated E&Y's audit report by reference

(the "Offering Engagement Letters"). Pursuant to each of the Offering Engagement Letters, SFC

undertook that:

"Management of the Company and the underwriter bear the primary
responsibility to ensure the prospectus for the offering memorandum, as

the case may be] contains no misrepresentations."

26. Those Offering Engagement Letters are attached to this Proof of Claim at Schedule "C2"

27. In each year,E&Y's audit team included junior and senior members who spoke Mandarin

andlor Cantonese and who read Chinese.

(f) Breach of Contract

28. If the claims in the Class Actions and Other Proceedings are proven, SFC breached its

contractual obligations, as set out in the Engagement Letters at Schedule "C1" and outlined

above.
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29. On May 22,2012, the OSC publicly alleged that SFC and certain of its directors and

officers engaged in a complex fraud meant to inflate the value of SFC's assets. If the OSC's

allegations are proven true, SFC would have committed an egregious breach of the express terms

of the Engagement Letters.

30. The OSC allegations include the following:

(Ð SFC dishonestly concealed its control over certain suppliers, customers and other

parties with whom it had significant levels of business transactions and misstated

the true economic substance of certain of those transactions in its financial

disclosure;

(b) SFC used a dishonest process to create documents to evidence ownership for the

vast majority of timber holdings; and

(c) SFC's disclosure of various weaknesses in internal controls was misleading,

untrue and incomplete.

31. The OSC stated that SFC failed to disclose the alleged deceitful documentation process to

E&Y. ln that regard, the OSC observed in the Statement of Allegations:

"19. During the Material Time, Sino-Forest's auditors were not made

aware of Sino-Forest's systematic practice of creating deceitful Purchase

Contracts and Sales Contracts, including key attachments to these

contracts."

ìirj
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32. The-OSC stated that SFC and its executives knew or should have known that E,&Y relied

upon the allegedly deceitful financial information. In that tegard, the OSC stated as follows in

the Statement of Allegations:

"81. Sino-Forest, Overseas Management and Horsley knew or ought to

have known that their audítors during the Material Time relied on the

validity of the Purchase Contracts and their attached Confirmations as

proof of ownership of Sino-Forest's StandingTimber assets."

33. If proven true, the OSC allegations indicate that SFC breached its contractual obligations

to E&y under the Engagement Letters by failing to ensure the accuracy of fi.nancial information

and failing to ensure that management of SFC and the SFC Subsidiaries maintained adequate

internal controls to prevent material misstatements.

34. If proven true, SFC's failure to disclose its allegedly deceitful documentation practices to

E&Y would constitute a direct breach of SFC's obligation to disclose known instances of fraud,

or suspected fraud, itlegal or possibly illegal acts and allegations involving financial

improprieties to E&Y.

35. In addition to its common law claims for damages, E&Y is indemnified contractually by

SFC and its liability limited in respect of losses, damages, costs and expenses, including legai

fees and expenses, incurred in respect of E&Y's Services, as defined in the Engagement Letters.

As set out in more detail below, E&Y claims indemnification in respect of the Class Actions and

Other Proceedings.
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(II) and (III) Negligent and Fraudulent Misrepresentation

36. In perfonning its audit work in connection with the consolidated financial statements for

fiscal years ended December 31, 2007 to 2010, E&Y relied in gocd faith on (among other things)

representations, documents, information ând reports provided by SFC and the SFC Subsidiaries.

37. As expressly stated in the 2010 Auditors' Report and the Engagement Letters,

management was responsible for the preparation and fair presentation of the consolidated

financial statements in accordance with Canadian GAAP, and for such internal controls as

management determined were necessary to enable the preparation of consolidated financial

statements that were free from material misstatement, whether due to fraud or erroÍ. E&Y relied

on management of SFC and the SFC Subsidiaries, including management's representations and

warranties and the information in the accounts of SFC and the SFC Subsidiaries, in carrying out

its work.

38 Examples of representations made by SFC during ttre2O0l to 2010 audits include:

a) Management Representation Letters;

b) D&O Questionnaires;

c) Compiiance with the Code of Conduct and Whistleblower Policy;

d) Legal opinions delivered to E&Y by SFC; and

e) Other direct representations.
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(A) Management Representation Letters

39. In the course of each of the audits for the fiscal years ended December 31,2007 to 20i0

inclusive, management of SFC provided E&Y with a letter of representation (collectively the

"Management Representation Letters") on behalf of SFC and the SFC Subsidiaries. The

Management Representation Letter for fiscal 2007 was signed by Allen Chan, David Horsley,

Alvin Lim and Tom Maradin. The Management Representation Letters for fiscal 2008-2010

were signed by Alien Chan, David Horsley and Tom Maradin. Copies of the Management

Representation Letters for each year are attached to this Proof of Claim at Schedule "C4" .

40. The Management Representation Letters state:

...we recognize that obtaining representations from us concerning the

information contained in this letter is a significant procedure in enabling

you to form an opinion whether the consolidated financial statements

present fairly, in all material respects, the financial position, results of
õperations, and cash flows of Sino-Forest Corporation in accordance

with Canadian generally accepted accounting principles'

41. E&Y reasonably relied on the Management Representation Letters in conducting its audit

of the consolidated financial statements for the years ended December 37,2001-2010'

42. The Management Representation Letters varied from year to year, but generaliy

contained the following representations upon which E&Y reasonably relied:

(a) that management of the Company understood that they were responsible for the

fair presentation of the consolidated financial statements;
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(b)

(")

(d)

a.)

that managernent of the Company believed that the consolidated financial

staternents fairly presented, in all material respects, the financial position, results

of operations and cash flows of the Company in accordance with GAAP;

that management of the Cornpany assessed the risk that the consolidated financial

statements might be materially misstated as a result of fraud as being low and had

no knowledge of any fraud or suspected fraud that could have a non-trivial effect

on the consolidated financiai statements;

that management of the Company had provided E&Y with access to all

information relevant to the preparation and audit of the consolidated financial

statements, including financial records and related data and ail significant

contracts and agreements;

(Ð that the Company had satisfactory title to all assets appearing in the consolidated

balance sheet;

(Ð that management of the Company had disclosed all significant intercompany

transactrons;

(g) that management of the Company, agreed with the findings of specialists in

evaluating the valuation of timber assets;

(h) that management of the Company had disclosed to E&Y all related parly

transactrons
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(i) that there were no instances where any officer or employee of the Company had

an interest in a company with whicli the Company did business that would be

considered a "conflict ofinterest"; and

0) that management of the Company had appropriately consolidated all entities for

which SFC directly or indirectly had a controlling financial interest.

43. E&Y also obtained additional management representation letters in connection with each

of the prospectus and debt offerings where E&Y's audit reports were incorporated by reference

(the "Offering Management Representation Letters"). A sample of the Offering Management

Representation Letters are attached to this Proof of Claim at Schedule "C5".

(B) The D&O Questionnaires

44. In each of the 2001-2070 audíts, all directors and ofÍicers of SFC completed

questionnaires in respect of related paúy and independence matters (the "D&O Questionnaires").

A sample of the D&O Questionnaires are attached to this Proof of Claim at Schedule "C6"

45. E&Y reasonably relied on the D&O Questionnaires in conducting its audit of the

consolidated financial statements for each of the fiscai years ended December 31,2007-20t0.

46. The D&O Questioruraires required the directors and officers of SFC to disclose (i) an

interest of 5%o or more or (ii) a directorship in any company that had transacted with SFC or the

SFC Subsidiaries during the year under audit. E&Y relied upon the disclosure by the directors

and officers in the D&O Question:raires'

r] f -

i-, Ll
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(C) CompanY Policies

41. At all material times, SFC maintained a Code of Conduct. E&Y placed reliance upon the

directors, officers and employees of SFC a-nd the SFC Subsidiaries compliance with the Code of

Conduct when conducting its audit of the consolidated financial statements for each of the fiscai

years ended December 31, 2001-2070. A copy of the Code of Conduct, obtained during the

2010 audit, is attached at Schedu\e"C7".

48. The Code of Conduct states that the members of senior management "are expected to

lead according to high standards of ethical conduct, in both words and actions..." The Code of

Conduct required the honest and accurate recording and reporting of information, and that arry

violations or suspected violations of the Code, and any concelrrs regarding accounting, financial

statement disclosure, intemal accounting or disclosure controls or auditing matters, be reported.

49. At all material times, SFC maintained a Whistleblower Policy. E&Y placed reliance

upon the existence of and compliance with the Whistleblower Policy in conducting its audit of

the consolidated financial statements for each of the fiscal years ended December 31,2001-2010.

A copy of the Whistleblower Policy, obtained during the 2010 audit, is attached at Schedule

,.c8,t,

(D) The Legal OPinions

50. SFC provided E&Y with certain lega1 opinions from its outside counsel, Jingtian &

Gongcheng, Attorneys at Law in the Peopie's Republic of China, for the purposes of E&Y's

audits of the consolidated fi.nancial statements of SFC, and with respect to timber title and

ownership, including the nature of and appropriate reliance upon official documentation from the
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various Forestry Bureaus. E&Y reasonably relied upon the legal opinions in conducting its audit

of the consolidated financial statements for each of the fiscal years ended December 3I,2001 lo

2OIO, to the expïess knowledge of SFC, the SFC Subsidiaries and their respective directors,

officers and employees, all as they intended E&Y would do. A copy of the legal opinion

received in connection with E&Y's audit of the consoiidated financial statement for the fiscal

year ended December 31,2001is attached at Schedule "C9".

(E) Other Direct RePresentations

51. In respect of the transactions completed in each of the fiscal years ended December 31,

2001 to 2010, SFC and/or its directors, officers, employees or agents made direct representations

to E&Y upon which it reasonably relied. Those representations include, but are not limited to,

representations in respect of:

(a) timber assets;

(b) titie to the timber assets;

(") purchases and sales of timber assets, including individual transactions, supported

by contracts and set-off documentation, to support the Company's representation

that accounts receivable and accounts payable had been settled;

(d) valuation of the timber holdings;

(") use of the SFC Subsidiaries;

(Ð relationships with the authorizedínlermediaries; and

n r.¡
ti: ;'

(g) related party transactions
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52. As describ ed at paragraph 67 herein, attached at Schedule "8" is charl summarizing the

representations that were made to E&Y in respect of assets, liabilities, revenues and expenses of

SFC and the SFC Subsidiaries, setting out the key client-prepared documents received by E&Y

and upon which E&Y relied. Management of SFC coordinated the provision of the

representations, information and documents to E&Y. E&Y reasonably relied in good faith on

these representations.

53. As expressly stated in the Engagement Letters and the 20i0 Auditors' Report, SFC's

management was responsible for the preparation and fair presentation of the consolidated

financial stateryrents in accordance with GAAP, and for such internal controls as management

determined were necessary to enable the preparation of consolidated financial statements that

were free from material misstatement, whether due to fraud or eTror. E&Y relied on SFC

management's representations and warranties in carrying out its work.

(tD RePutational Loss

54. Had E&Y been aware of the alleged misconduct of SFC, the SFC Subsidiaries and their

respective directors, officers, employees and agents, E&Y would not have opined on, associated

itself with or consented to any use of its opinions with respect to the financial statements of SFC

and the SFC Subsidiaries. The continued proceedings and events arising out of the financial

affairs of SFC have the potential to impact the good reputation of E&Y in its market p1ace, to its

detriment.

(III) SFC's Vicarious LiabititY

55. SFC is vicariously liable for the acts of its directors, offtcers, employees and agents, the

SFC Subsidiaries and their directors, officers, employees and agents.
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56. In parlicular, given the consolidated nature of the financial statements, representations

were received from SFC's management and management of the SFC Subsidiaries expressly on

the authority of and on behalf of SFC, which is vicariously liable for the accuracy of those

representations and the potential and actual losses flowing to E&Y in reliance thereon.

(b) Claims Asainst the SFC Subsidiaries

57 . As stated above, E&Y was engaged to audit the consolidated financial statements of SFC.

Consolidated financial statements are produced by aggregating the financial statements of one or

more subsidiary companies on a line-by-line basis (i.e., adding together corresponding items of

assets, liabilities, revenues and expenses) with the financial statements of the parent company,

eliminating intercompany balances and transactions and providing for any non-controlling

interest in a subsidiary company. Where the assets, liabilities, ïevenues and expenses of an

entity's subsidiary companies comprise material proportions of the corresponding elements of

the consolidated financial statements, auditing the consolidated financial statements of an entity

therefore involves obtaining audit evidence and performing audit procedures in respect of the

assets, liabilities, revenues and expenses not only of the entity itself, but also of the subsidiaries.

58. In the case of E&Y's audits of the consolidated financial statements of SFC, the bulk of

audit evidence obtained by E&Y and asignicant majority of audit procedures performed by E&Y

related to the SFC Subsidiaries, because of the corporate structure of the Sino-Forest group of

companies:

(a) SFC, the entity that issued the publicly-traded debt and equity, is a holding

company whose primary assets are cash, direct or indirect investments in the SFC
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Subsidiaries, and intercotnpany balances due frorn one or more of the SFC

Subsidiaries;

(b) The business of SFC was conducted at the subsidiary level. On a consolidated

basis, all assets of SFC other than a porlion of the consolidated cash were owned

by the SFC Subsidiaries. Attached to this Proof of Claim at Schedule "C10" is a

corporate organízation chart for SFC as at December 31, 20i0. Also attached at

Schedules *CII" and "C12" are publicly available corporate search results

conducted in respect of the SFC Subsidiaries or certain of them. 'With respect to

the tirnber assets and the timber related operations reported in the consolidated

financial statements of SFC:

(Ð The timber assets \¡/ere all heid by a small number of the sFC

Subsidiaries;

(iÐ The purchase and sale of the timber assets was done by or on behalf of

those of the SFC Subsidiaries;

(iiù Those SFC Subsidiaries were the signatories to the purchase and sale

contracts;

(iv) The Forestry Bureau Confirmations relied upon by E&Y in the course of

its audits were issued to those SFC Subsidiaries; and

(v) The relationships with the authonzed intermediaries were through those

SFC Subsidiaries; and
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(") SFC itself had only three (3) employees: David Horsley, Tom Maradin and an

administrative assistant. All other officers and employees of the Sino-Forest

group were employed by various SFC Subsidiaries. Two SFC Subsidiaries, Sino-

Wood Partners, Limited ("Sino-Wood") and Sino-Panei (Asia) Inc. ("Sino-

Panel") employed the majority of the personnel who conducted and accounted for

the business of the SFC Subsidiaries incorporated in Hong Kong and the British

Virgin Islands, including those SFC Subsidiaries which owned a significant

majority of the timber assets.

59. A significant majority of information and representations provided to E&Y in connection

with E&Y's audits of the consolidated financial statements for 2007 to 2010 were provided by or

on behalf of various SFC Subsidiaries.

(I) Breach of Contract

60. E&Y was retained, pursuant to the terms of the Engagement Letters, to audit and report

on the consolidated financial statements

61. E&Y entered into direct engagements with Sino-Panel (Asia) Inc. and Sino-'Wood

Partners, Limited to audit their financial statements each for the years-ended December 37,2007

and 2008. Attached at Schedule "C3" are copies of the Engagement Letters for Sino-Panel

(Asia) Inc. and Sino-Wood Partners, Limited for fiscal year ended December 3I,2007.

62. In the couÍse of completing the audit engagements for SFC and the SFC Subsidiaries,

E&Y received directly from andlor on behalf of the SFC Subsidiaries their financial information,

and relied upon that information in connection with completing its work under these
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engagements, as well 
^s 

aggregating the financial results with those of other SFC Subsidiaries,

and SFC itself, for the purposes of opining on the consolidated financial statements of SFC and

the SFC Subsidiaries.

(II) Inducing Breach of Contract

63. The SFC Subsidiaries, and their respective directors, officers, employees and agents,

knew or ought to have known that the information being provided to E&Y was provided for the

purpose of E&Y's audit of the consolidated financial statements of SFC.

64. The infoimation provided by the SFC Subsidiaries and their directors, offrcers,

employees and agents may have been misleading and deceitful as it is being alleged in the Class

Actions that SFC's consolidated financial statements misrepresented the state of SFC's assets

and activities. The OSC has made similar allegations.

65. If proven, the alleged deceitful and misieading information provided by the SFC

Subsidiaries and their directors, officers, empioyees and agents would have led SFC to breach its

obligations to E&Y pursuant to the Engagement Letters, thereby causing E&Y to incur the

damages more particularly described in this Proof of Claim'

(IIf) and (IV) Negligent and Fraudulent Misrepresentation

66. Irr performing its audits of the 2007-2010 consolidated financial statements, E&Y

reasonably relied in good faith on (among other things) representations, documents, information

and reports, as applicabie, provided by, inter alía, the SFC Subsidiaries and their directors,

officers, employees and agents all as described above in this Proof of Claim.
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6i. In addition, the SFC Subsidiaries are vicariously liable for the actions and ornissions of

their directors, officers, employees and agents who rnay have provided E&Y with allegedly

deceitful and misleading infonnation.

68. By way of example, attached to this Proof of Claim at Schedule B is a chart summarizing

the SFC Subsidiaries that provided key client-prepared documents andlor delivered documents

evidencing representations made to E&Y in its audits of the 2007-2010 consolidated financial

statements of SFC. !e building up the chart, E&Y limited itself to certain types of documents

that E&y considers parlicuiarly significant. The chaft may therefore be incomplete with respect

to other documents that were provided by certain SFC Subsidiaries. The chart illustrates the

strong connection between the recorded book value of the timber assets in the SFC Subsidiaries

and E&Y's reliance on key client-prepared documents from those SFC Subsidiaries.

69. If the allegations of the OSC are proven, the SFC Subsidiaries made negligent andlor

fraudulent misrepresentations to E&Y upon which E&Y relied to its detriment thereby causing

E&Y to incur the damages, more particularly described in this Proof of Claim.

(Ð Reputational Loss

70. Had E&Y been aware of the alleged misconduct of SFC, the SFC Subsidiaries and their

respective directors and officers, E&Y would not have opined on, associated itself with or

consented to any use of its opinions with respect to the financial statements of SFC and the SFC

Subsidiaries. The contínued proceedings and events arising out of the financial affairs of SFC

have the potential to impact the good reputation of E&Y in its market place, to its detriment'
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(c) Contractual Indemnitv

(I) Audit Engagement Letters

il. Each of the Engagement Letters for E&Y's audits of the consolidated financial

statements of SFC for the Company's 2001 to 2010 fiscal years inclusive provides that E&Y's

total aggregate liability shall be limited to the greater of: (i) the total fees paid to E&Y for its

services (as defined); and (ii) CDN $1,000,000.

lZ.. Each of the Engagement Letters for E&Y's audits of the consolidated financial

statements of SFC for the Company's 2001-2010 fiscal years provides that SFC will re-imburse

E&Y for legal fees incurred in certain circumstances.

73. The Engagement Letter for E&Y's audit of the consolidated financial statements of SFC

for the Company's 2010 fiscal year includes the following specific indemnification provision:

To the fullest extent permitted by applicable law and professional

regulations, you shall indemniff us, the other EY Firms and the EY
Persons against all claims by third parlies (including your affiliates) and

resulting liabilities, losses, damages, costs and expenses (including
reasonable external and internal legal costs) arising out of or relating to
the Services or this Agreement. On behalf of yourself and your affiliates,
you release us, the other EY Firms and the EY Persons from all claims

and causes of action (together, "Claims"), pending or threatened, that
you or they may have arising out of the services or this Agreement to the

extent such Claims result from or arise out of any misrepresentation or
fraudulent act or omjssion by you, your employees or agents on your
behalf.

j4. The Engagement Letters for the year-end audits for fiscal 2001-2010 generally

incorporated E&Y's engagements to perform quarterly reviews of the Company's interim

financial statements.
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(II) Offering Engagement Letters

15. As stated above, E&Y entered ínto separate Offering Engagement Letters with SFC in

connection with each equity and debt offering which incorporated E&Y's audit reports by

reference defined above. Each of the Offering Engagement Letters provides that SFC will

indemniff E&Y generally, will limit E&Y's liability and will re-imburse E&Y for legai fees in

certain circumstances.

76. The Offering Engagement Letters are attached to this Proof of Claim at Schedule"C2"

(m) Claim for Contractual IndemnifÏcation

ll. E&Y asserts indemnity claims against SFC for its legal fees and other costs incurred to

defend the Class Actions and Other Proceedings and, in the event E&Y is found liable to the

plaintiffs, any Interested Parties or any other party, for any damages andlor interest award E&Y

may be ordered to pay, pursuant to the terms of the above-described engagement letters.

(d) Statutory Claims for Contribution and Indemnitv

78. E&Y asserts contribution and indemnity claims in the event E&Y is found liable to the

plaintiffs, any Interested Parties or any other party, for any damages andlor interest award E&Y

maybe condemned to pay, under ss. 1 and 2 of the Negligence Act and any appiicable legislation

outside of Ontario against SFC and the SFC Subsidiaries as joint and several tortfeasors.

E&Y'S DAMAGES

19. As a result of the conduct of SFC, the SFC Subsidiaries and their respective former

directors and officers, E&Y has incurred the following damages:
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(u) Legal costs and professional costs incurred in defending the multiple proceedings,

including the Class Actions and Other Proceedings brought against E&Y, which

proceedings are the proximate and foreseeable consequence of the alleged

negligent, deceitful and fraudulent practice of SFC, SFC Subsidiaries and their

respective directors and off,rcers. To this day, E&Y's legal and related costs total

approximately $5,000,000;

(b) Exposure to awards of damages and interest in the multiple proceedings,

including the Class Actions and Other Proceedings, brought against E&Y, which

proceedings are the proximate and foreseeable consequence of the alleged

negligent, deceitful and fraudulent practice of SFC, SFC Subsidiaries and their

respective directors and offrcers; and

(c) Any reputational loss resulting from the Class Actions and the Other Proceedings

and events arising out of the financial affairs of SFC which has the potential to

impact the good reputation of E&Y in its market place, to its detriment; and

80. As a result of the allegedly negligent, deceitful and fraudulent practices of SFC, the SFC

Subsidiaries and their respective directors and off,rcers, which unequivocally would result in a

breach of SFC's obligations pursuant to the Engagement Letters and SFC Subsidiaries Letters,

andlor an inducement to SFC to breach SFC's contractual obligations to E&Y, E&Y will incur

fuither damages if any awards in favour of the Interested Parties or other parties are ordered.

NATURE AND CLASS OF CLAIMS

81. E&Y asserts this claim as an unsecured creditor
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82. E&Y's claim is distinct from any and all potential and actual claims by the plaintiffs in

the Class Actions against SFC. E&Y's claim for contribution and indemnity is not based upon

the claims against SFC advanced in the Class Actions, but rather in part upon the Class Actions'

ciaims against E&Y on behalf of the Interested Parties.

83. As any success of the plaintiffs in the Class Actions against E&Y on behalf of the

Interested Parties wouid not necessarily lead to success against SFC and vice-versa, E&Y has a

distinct claim against SFC independent of that of the plaintiffs in the Class Actions on behalf of

the Interested Parties. The success of E&Y's claims against SFC and the SFC Subsidiaries, and

the success of the claims advanced by the Class Action plaintiffs, are not co-dependent. Either

could succeed if the other were to fail.

84. The relationship between E&Y on the one hand, and SFC, SFC Subsidiaries and their

respective directors and officers on the other, is contractual and at atm's iength. The nature of

the relationship between a shareholder, who may be in a position to assert an equity claim (in

addition to other claims) is fundamentally different from the relationship existing between a

corporation and its auditors.

85. The policy rationale for subordinating equity claims to the claims of creditors of the

corporation, given the well-established corporate law recognizingthebargain that shareholders

have struck and the inherent fact that their fortunes rise or fall with those of the company, does

not apply to auditors.

86. Shareholders accept both risk and reward, and benefit directly from any increase in the

value of the equity in a company. An auditor is in a fundamentally different position, nameiy
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that of a professional service provider who entered into a contract with the debtor company

based upon the expectation of receiving a pre-established payrnent, independently of the

cornp any' s f,rnanci al perfomance.

87. E&Y is prepared to provide to the Monitor, on a confidential basis, further submissions

with respect to the nature and quality, as well as quantity, of its claims.

ALL OF WHICH IS RESPECTFULLY SUBMITTED

Iune20,2012

û.rM, /,trrdg 
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SINO-FOREST CORPORATION

SCHEDULEB:tlsToFsINo.FoREsTcoRPoRÀTIoNsuBsIDIARIEsTHATPRoVIDEDKEYDocUMENTsANDREPRESENTATIoNSoNVvHIcH
ERNsr & youNG LLp RELTED rN rÌs AUDrrs oF rì;;äñòäùoïiEó çiru¡¡rcr¡r- sraie¡¡e¡tts or sl¡¡o+oREsr coRPoRÁrloN

CONFIDENTIAL

Jur¡sdiction

(Note l)

Oate of Unsêêured

Book Value of
Timber

Pledgors of Assete at Dec

sub¡idiary 31,2010 Year Ended Decembel
of

Sino-Global Holdings fnc.

GrandeurW¡nwy Limited
Sinowin lnvesltnents Limi{ed

Max Gain DevoloPmenll imitod

s¡no-Maple (shanghai) TÉd¡ng co 
' 
Lld'

sino-MâPle (Shanghai) Co', Ltd'

sinowin Þla;tings (suzhou) co 
' 
Lld'

Jianosu Jiarun Plant¡ngs Co, Ltd'

ðuzñou c¡V Yueiia Gâidening Design co ' Ltd

ártfto, C¡t'y f-"vi,n carden Engineering co 
' 
Ltd'

Suoian Jiashu Plant¡ngs Co', Ltd

S¡no-Pa;el corPoÉl¡on
S¡no-Wood Partners,L imited

Sino_Forest Resoufces lnc'
Dvnamic ProlitHo ldings Limited

sino-Forestl nveslments Limited
Mandm Forestry Holdings Lim¡ted

Mandra Foresl¡Y Financo Limited
MandÉ Foreslry Anhu¡ L¡m¡ted

Anqing Mandra Foreslry Lim¡ted

MandE Foresky (JiangxÌ) Lim¡ted

Mhuang MandÉ Foreslry Limitod
Xuanchlng Mandm Forestry Limited

Zùi MandG Forestry Limìted

Wuhu MandÉ Forestry Limited
MandE Fores(ry Hubei Limited

Huãnggang Mandra Foreshy Limìted

Sino-Èãresi( ctrina¡ lnvesÛnenls Limited

SinÞFor€st(S uzhou) Trading Co" Ltd'

S¡no:For€st( Yangjiang) co'' Ltd'

Sino'Foresl( Guãngzhou) Co 
' 
Ltd'

shenzhen sinirFi¡iestsc ierice and Tec¡nológy co'' Ltd'

sino-Wood (Heyuan) Co ' Ltd'
Sino-Forcsl( Heyuan) Co'L td

Guangxi GuIa ForestrY co'' Ltd'

Gaoyáo Jiayão Forestry Developmentco.'' Ltd'. 
. .

Zhangzhou Jiamin Forestry DeveloPment co'' Ltd'

S¡nrwood TEding Limled
S¡no-Plantat¡on Umìted

Sino-Wood (Guangxì) Lim¡ted

SinÈWood (Jian gxi) Limited
Sino-Wood (Guangdong) Limited
Sìno'Wood (Fujian) Limited
J¡angiJiachang Foresl¡y DeveloPmentco ' Lld'

Suri'Wood lnc'
Ace SuPreme lntemational Limìted

Allianco Mil Limited

frillion Edgô L¡mited
General Excel Lim¡ted

Brain Foræ Lim¡ted

Prime Kinetic Limited

PolY MarketL imited

Value ouest lnlemational Limiled
Well Keen Worldwide Lim¡ted

Cheer Gold Worldwide Limìted
Regal Wn CaPilal L¡mited

HaNeslw onder Worldwide Umited

R¡ch choiæ Worldwide Limited
AmPlemax Worldwide Lim¡ted

Gloi Eillion lntemalìonal LìmitÊd

Smirt Sure Enterprises Limiled
Elpert Bonus lnveslments Limited

Express PoìntHo ld¡ngs Limited

S¡nowod Financo Limited
Khan Forestry lnc

s¡no-Caoital Global lnc.
Gr;enheartGrouP Umited

GreenheartRe sources HoldÌngs Umited

sinowod Umited
SincForcst Bio-Sc¡ence Limited

S¡no-Biotechnotogy (Guangzhou) Limìted

S¡nowod Holdings LÌmitod

. Homix Limited
Sino-Global Management Consulting lnc'

Guangzhou Panyu Dacheng Wood Co" Ltd'

Jieno;u DaYang Wood co', Lld'

öi"àÌcl¡"ítoú-gzttou) Foreslry Managementco nsultìng Inc'

MBga Haryestl ntematìonal Limited

NZ Forest¡y Holding Company Limited

MFV L¡mited
Manaakahia ForestL and L¡miled

Manãakahia Fores(M aori Land Limìted

siôo.For;t lntemational (Barbados) corporalion

Sìno-Panel Holdings Limited

S¡nÞPenel (Asia) lnc'

Sino'Panel (china) lnvesl¡nenls Limíted

Sino-Panel (Guangxi) Limiled

BVI
BVI
BVI
BVI

PRC
PRC
PRC
PRC
PRC
PRC
PRC

Canada
HK
BVI
BVI
BVI
BVI
BVI
BVI
PRC
PRC
PRC
PRC
PRC
PRC
BVI
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
BVI
HK
HK
HK
HK
HK

PRC
BVI
BVI
BVI
BVI
BVI
BVI
BVI

BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI

BV¡
BVI
BVI
BV¡

Bemuda
BVI

24-Nov-06
2-Jul-02
4-FeM2

12-Oec-97
27-SeÊ10
8-SeÈ03

31-Dec04
31-Oec-o4
28-Jan-1 1

I
.,1

.l
$s3.375
$48,112
$1sJ88
$23,655
$34,653

6244

$1,167

$19.857

$8,66,1
$8,543
$490

1-Sep97
2-Jan-09
22-Deq09
22-Doù09
22-DeG09
22-Deq09
22-Dec49
22-Deq09
1 1-Aug-10
1 1-AugF'10
I 1-Aug-1 0
I I -AugF1 0

1 1-Aug-10
l1-Aug-'10
Z-Jan-09
2-Jan-09
2-Jan{9
2-Jan49
2-Jan-09

29-Dec09

l9-Jan-07

&Oct-o4

'18-Jun43

f0-Jul-08
30-Jul-'10

$8J89
$329,3',|'l
$199.600
$98,923
$201,892
$37,018
$90,524
$45,027
$57,050
$57,335
$52,685
í21,174
$23,833
$70,221

$178,401
$229,030
$203,050
$'192,260
$203,640
sl 84,545

8-SêÈ05
l4-FeÞ97

I

L
'.

t-
t_

cayman lslands
BVI
PRC

Cayman lslands
BM
BVI
PRC
PRC
PRC
BVI

Newzealand
NewZealand
Newzealaod
NewZealand

Bârbados
BVI
BVI
PRC
BVI

BVI
BVI
BVI

I

19-May-00
12.Dec97

$67,513

(Yunnan) Limited
(Norlh Eastoh ¡na) Limited

(Xiangx¡) LìmitedI
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SINO-FOREST CORPORATION

SCHEDULE B:

(Note 1)

LISToFsINo.FoREsTcoRPoRATIoNsUBstDIARIEsTHATPRoVIDEDKEYDocUMENTsANDREPRESENTATIoNSoNwIIIcH
ERNST & YOUNG LLP RELIED IN ITSÀUDIiS óT THC CO¡TSOUDATED F¡NANCIAL STATEMENTS OF SINO+OREST CORPORATION

CONFIDENTIAL

Jurisdiction

Book Value of
Timber

Plèdgors of Assets at Dec

Date of Unsecured Subsidiary 31,2010

3)

Year Ended Decemb€r

SincPanel (Hunan) Limited
SFR (china) lnc.
sinGPanel (Suzhou) Limited

SinÞPanel (Gaoyao) Ltd-

Sino-Pânel (Guangzhou) Limited

Sino-Panel (Nolh Sea) Limited

Siño^Panel (Gu¡zhou) Limìted

Sino-Panel (Huaìhuâ) Limìted

S¡no-Panel (Q¡nzhou) Umited

BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
BVI
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC

27-Nov-06
20-Jan-1 1

E-Aug-05
12-OeÇ97
1g-Sep06
2o-Jul-07
'18-SeÊ07
18-Sep07
'18-Sep07
'f 8-SeÞ07
2-Ocl-07
2-Oc!07

22-Oecog
12-Feb-10
28-Apr-10

Sino-Panel C/ongzhou) Limited

Sino-Panel (Fuian) Lìmited
SinGPanÉl (Shaoyang) Limited

Sino-Panel (china) Nursery L¡m¡tod

Sino-Panel (Russia) Limiled
SincPanel Trading L¡miled
Sino-Panel (Fuiian) Co., Ltd.

Sino-Panel acuangx¡) Developmentco , Ltd'

SinÈPanel (Gengma) Co-, Ltd'
lle¡longjÌang J¡amu Panel Co.. Ltd.

i¡"noii¡ utónomqus slâte Jidi Foreslry DeveloPment co'' Ltd'

Hunà'n Jiayu Wood Ptoducts (Ho¡g¡iang) Co', Lld'

Hunan J¡ayu Wood Producls co., Ltd'

Shaoyang J¡ading Wood Prcducts co'. Ltd'
.liãfenû Wôod (Suzhou) Co., Ltd-

z¡"noi.o"no Èt"" fE¡e zone J¡ashen lntemational Trading co 
' 
Ltd'

ãu"nõ¿oîg Jiavuo wood Products Developmentco , Ltd'

Sino-Panel'(Guangzhou) frad¡ng Co . Ltd'

SinÞPanel (Beihai) DeveloPmentco ', Lld'

Hunan Jiayu Wood Products (Zh¡ang) Co', Ltd'

SincPanel (Jianghua) co., Ltd'

Sino-Panel (Guangzhou) Nursery Co" Ltd'

Heilonqiiang Jialin TGding co.' Ltd.

SincPrnÊl (Heilongjiang) TEding Co', Ltd'

SinÈPanel (Hezhou) Co. Ltd.

s¡no-Panel (Yunnan) TEding Co., Ltd'

J¡angx¡ J¡awi Panel co., Ltd.

sino-Panôl (Sanjiang) Co', Ltd.

sinÈPanol (Hunân) Fores{M anagementco , Ltd'

Sino-Panel (Luhai) co., Ltd.

sinÈPanel aBeihaí) Wood Products Co', Ltd'

SinGPanel (Hunan) DeveloPmentco ', Lld'

éino-Panet icuangoong) Forest Managementco , Ltd'

Sino-Panel iGua¡gx¡) ForcstM anagementco ', Lld'

SinqPanel aJ¡angxi) For€st Managomenlco ', Ltd'

Beihai Changqing Wooden Co., Lld'

S¡nePanel (Yuaol¡ng) co., Ltd.

$ 1 2,0 1'l

923,430

$4,20E

$42,949

$86

$884
$17,3]"'

$30,236

$41,926
$4,726

$9,888

Total T¡mber Assels:
$4.120

s3.r22.516

Direcrorsandofüçersors¡no-rorcstcoìiäiiãn""ìi*"ìor¡.æuço"". rrrìt""rr"äËìiìni"nú"¿to¡"¡rruitøtiveinnatureanddoesnotrellectalldocumentsand/or

äË:i;,åì;ïï,i;ü;;ì;'il;i&-v;;TLLp in connection wil¡ ure'audirs forthe f scalyeafs ¡ndiÉted.

Noto 2: corporat¡gn names,i urisd¡clions of incorpoEtíon and dates of incorpoGt¡on are based on ¡nfomation provided to Ëmst & Young LLP by sìno'Forest corpoEtion and its

suÞsidiariæ.

securitv for their guaÉntees ot t¡o noteî'm"lð inåi*ïoo *r" u"seo in eac¡'cäse oi ínfmatìon provided lo Emst& v-o;;g LLP by Fll consulÙng canada lnc i n its dpaaity as

Mon¡tor of SinÈForestco rPoEüon.

Noto 4: A@rding lo ¡nlomatian provided to Ernst& yoúng LLp ìn @nnectioo wi{h ¡ts aud¡to f tho consolidated financial statements of s¡no-Forest corpoÉlìon fof lhe yeare nded

DecembBr31,2 010'

{he audiliforthe fìscal years indi€led.

x
x

X

x

x

x

X

x
x

x

x

x

x
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Mr.. larnes. (Jamie) lvf- E-'Hyde".... - -.. -

Chairman of the Audit Committee
c/o Sino-Fcrest CorPoration
90 Burnhamthoçe Rd W., Suite 1208

Mississauga, ON, LsB 3C3

¡ Ernst & Your4, LLP

Chartered Accour¡taJ¡ts
Ernst & YounB Tlru'er
222 Bav Streeç P.O. Bt¡x 251

Torûnto, Onrario lv15K l17

t*v h /rJ--ZtA

¡ Phone: i4 I fr) Ú6't'l 234
F¿x: t'1ì ti) 864'l ì 74

Á e "'ù'tt''

Dear Mr. Hyde:

l. This engagernen€ letter, including arry additionat terms_that are attached, (eoileetively, the
..egreeriþãt') confi:ms the termrupol which Ernst & Young LLP ('!e" or. "EY") has been

-;fdËëdî;pátfot* a srarurory uodit *d report on the gonsolidated financial statements of

sino-Forost corporation ç'-síno-Forest" or the 'company'') .for 9t yeaf ended

December 3t, Zn117. The sÀ¡ices described in this paragraph may hereafter be referred to

as eiths "dudit Service" or "Audit Ssrvices"'

,4 udit Responìsìbilities ønd Límltatio ns

Z. The objective of our audit is to express an opinion on whether the consolidated financial

sþtements prese,nt fairly, in ali material respeets, the_financiat positior¡ results of operations

and cash flows of the ió*p*y in conformityìvith Canadian generally accepted accouuting

princiPles. 
.

3. We will conduct our audit in accordance with Canadian generally acce,pted auditing

stærda¡ds. Those standards requíre that we plan and pe,rforrr $e audit to obtain reasonable,

rather than absolut", *.*-é that the cousolidated financial statements t¿ken as a whole

are free of material misstatenasnt, whether caused by error or fraud or illegal acts whose

consequences have a material efiect on the consolidated financial statements. Ttrere are

inherent limitations in the audit process, including for example, th9 r¡se of judgment and-

selective testint of the data unceirying the fiaancíal statements, ttre inhere,lrt timitations of

internai controis, and the fact thai rnuch of the audit evidence available to the auditor is

persuasive ratheí than conclusive in nature. Furthennore, because of the nature of fraud,

including attempts at concealment througb oollusion and forgery, an audit designed and

""""ut*d 
ir, 

"""o¡d*o 
with Canadian generally accepted auditing standards may not detect

a material fraud, Furttrer, while effective internal control reduces the likeühood that

misst¿tenrents will occr¡r and rern¿in undetected, it does not eliminate the possibili$r For

these reasons, 'we ca¡not guarantee that fraud, error and illegal acts, if presørt, will be

detected when conducting ä audit in accordarrce with Canadian generally accepted auditing

standards. Also, an audit is not designed to detect error or fraud that is immaterial to the

consolidated fi nancial statements-

4. in accordance with professional standards established by the Canadian lnstitute of Ch¿rtered

Accountants 1,.CIC!"), we will communicate certain matters related to the conduct and

=jç.=i
Ç-J'

(Ì

,1 Mentbe¡ af Ernsî [* Youn,4 Ckthal

-\/ ^i 
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results of the audit to the Company's Àudit Corn:nitteç' Such matters include' when

applicable, disagreements with managemen! whether or not resolved; scrious üffioulties

encountered in performing th€ audiq o* i*u"i of responsibility under nrofessr.olal standards

in Caflada for the finærcial statements, $br interoat tontrol, and for other informatïou in

docuncents **t*iniog trre audìted ßnancial statennents; uuecorded audit differe¡rces tbat

werederermin€drrnes'a-;sçi$:iffiå.lt3hi#Ëf#f#ji{iffiHrffåå"dË

å"-#-*ti;g:ds for accou:ating filigÐîñ"* onusu¡ttarrsáctønãot for cootroversial

or emerging areas; ow judgments uboui thã quafity of the Company's accounting principles;

ou¡ basis for J";;1.]gi;;; regarding t"*iti* accounting estimates;. management's

consultatíons, if my, with other ãa*ottãt"ot"; and major issues discussed with management

prior to our retention;

we will obtain prs-approYal from the Âudit committee for any servíces v/e afe to provide to

the Company pur..ü"t to the .{udít Committee's pre-approval 
--progess: 

policies and

procedures'ln"ddition,inaccordancewith.clcAHandbookSectioaS.ISL'
CommunìcatÌons with Those Hwíng Ovirstght af the Financial Reporting Process, we will

communicat" i" *Jtiiã io the Audit CotÑttee any relationships betwSn Emst & Young

LLP, its partners and professionaf employ"es .a9.Siry-Forestlinctuding 
related entities)

that, in our professional judgment, may reaso.nablybe thougþt to- bear on our independence'

n*tU"r, *rìuitt confirrn our inde,pendence withrespect to Sino-Forest'

As part of our audit, we wi}l consider, solgþ for the purpose of planning our audit and

deternining the natrre, timing, and elrtËnt of äru 
-audit lJoõedures, 

the Company's internal

contols ovar fisancial rçorting. This consideration wül ryt be sufficient to enable us to

provide assurance on tne effeoãveness of internat controls ovef ûnancial reporting or to

identify all signiñcant weatmesses'

ïf ws determine that there is evidence that misstatementsn restitting from err-or' other tban

rrivíat srîofs, or that fraud or i[egal ot pottioty illegal 13ts 
may exist or have occurred

i;ür* Aur, iíf*guf ;r th"t rr" roiti¿utud inconsequeutial), we will bring zuch matters to

the attention of an æpt"pt"t" level of management' ThÊ t)'pe and sigrriûcance of the matter

to be comm,uri""t"¿'*itidetersrine ttre level-of managemsût to whicb' the communication is

directed and whethe. tlre commuûícation is also *ãd" to the Audit Comminee' If we

become âware of fraud involving seÈior Eânagement o¡ fr3ud (whether caused by seaior

managernent o,. otfo, ã*ployeesj t¡at causes i material misstatement of the consolidated

financiar statementsl-;iliír.pãrt this matter directry to the Audit committee- we witl

also determine that the Audit Côrnmittee is adequately informed of misstatements' resulting

fro* *oor, ofher than tivial etÏor8 and illegal 9r ¡ossillv illegal acts th1 come to our

attention unless tft"y *" clearly inconsequeãtiat' i" ^¿¿itlon, 
ws will inform the Audit

committee and appropriate members of åanagement of significant audit adjusnnents and

signifi.cant *"aLrr"sses in the design or implementation of intemal controls to prevent or

detect fraud or er¡or noted during or¡¡ audit þrocedures, as weli as related parfy transactions

identified by us that are not in the normal .o*.. of operations and thal involve significant

jo¿g"*" *ø" tymanagement concerning measurement and disclosure.

5

6
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g. 'We alsq may communicate to the appropriate levels of managemÊnt othsr opportuaities we

observe ior economies in or improved contols over the Company's operatiorts. The mafters

communicated will be those ttrat we identify during the course of our audit. Audits do not

usually identí$ all matters that may be of interest to managernent iri discbargisg its

respmsibiiities-

Reviews'of Llaardited' Inleúm' Finarcìa* InþrmEtion''

g. we wi1l perform a review of ths Company's unauditcd ittedm financiat infonnation in

accordasróe with CICA Handbook Sectíon 7t50, Åuditor Review of Interim Financíal

Statements,for the third quarter of the Company's fiscal year and we will report orally to the

,{udit Committee in this regæd.

10. A review of interim financial information consists principally of performing analytical

procedures anil makiag inquiries of management responsibie for financial and accounting

Latters. A rcview is suu"tantialþ less in scope than an audit conducted in accordance with

generally acce,pted audíting stærdards, the objective of which is the expression of a¡¡ opinion

iegodin! the'financial státements taken as a whole, Accordingly, \¡/e will not expr€ss an

opinion on the interim financial information.

11. A review includes obtaining sufûcient larowledgo of the entity's business and its internal

ooûFol as it relates to the pre,paration of both annual and interim financial inforsratioa to:

identiry the 6pes of poteddal material misstatements iu the intedm financial infornratiou

and consider tt¡e litetihood of their occu¡rence; and sçlect the inquiries and anal$ical

procedures that will provide us with a basís for communicating whether_w^e are alvare of any

material modifications that shou.ld be made to the interim financial infonnation for it to
conforrn with ca¡adian generally accepte.d accounting principles.

lZ. Äreview is not designed to provide asstlrance on internal'control or to identiff significant

weâlsrssses. Howevãr, we will communicate with the Audit Commiuee regarding any

signiñcant weaknesses noted during our review procedures'

13. if, during our review procedures, we determíne there is evidence that ûaud or illegal or

pássibly-illegal acts exist or may have occu¡red (other than itlegal acts that are clearly

in"o*Jqo*ãd¡ *" will bring iuch matters to the attention of an appropriate level of
management. If we become aware of fraud involving senior managanent or Êaud (whether

"**rã 
by senior manag€ment or other employees) that causes a material misstatement of

the interim financial infórmation, we will re,port this matter directly to the.A.udit committee.

We will determinethat the Audit Committee is adequately infonned of illegal acts that come

to our atLenrion unless tbey are clearly inconsequential. We also will inform the Àudit

Committee and appropriate membere of mariagement of signiñcant unreeorded differences

noted duríng our review procedures

Managem en t's E e spo n s íb íIÍtíes a n d Rep res e n tøt ìo ns

14. The preparation and fair presentation of the consolidated finâncial statements and unaudited

interim frrancial informàtion in accordance with Canad.ian generally accepted accounting

principles are the responsibilify of the management of the Company' Management is also

j
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responsÍble for establíshing and maintaining effective internal controls, for properly

rectrdrng t"ansaetions in tlie accounting records, for safeguarding assets, and for identifying

and enswing that rhe Company co*p1ies with the laws and regulations applicable to its

acrívities.

i5. The design and impiementatiorr of intemal controls to prevent and detect fi:aud and error are

ll .m*'rrrpÃtsititity-ãr.ueeompaayìs'maïragem€nt"as"'is'an'assessmeat'of'the'riskthat'the

consolidated financial statements may be materiaþ misstated as a result of Saud.

Management of the Company is responsible for apprising us of all known instances of Þaud

or su$ected fraud, itlegal or poisibly illøgal acts and allegations involving fi¡ancial

improprieties received by managernent or the Audit Committee (regardless of the source or

ønn ánA including, without limitation, allegations by'\vhistle-blotilers," employees, forrrer

employees, analysis, regulators or others), and for providing us full access to inforrnation

*d f"ãt. relating to these instances and allegations, and any intemal investigations of thom,

on a timely ¡asiã. Ällegations of financial irnproprieties include allegations of manipulation

of ftrancial results 6y malagement or employees, misappropriation of assets by

manâgemçnt or employees, intJntional circumvention of ir*crnal contols, inappropriate

influeirce on related parfy transactions by related parties, intentionalþ misleading EY, or

other allegations of il-legat acts or fraud that could have a non-trivial effect on the fioancial

statemenrs or otherçvisã affect the financial reportiug of the Company. If the Company

lirnits the information otherwise available to us u¡der this paragraph þased on the

Coàp*y'r claims of solicitor/ ctiçnt pdvilege, litigation privilege, or otherwise), the

Comþ*y $¿iit immediateþ inform r¡s of the fact that certain infounation is being withheld

fiorn-us.-Any such withholding of informatiou could be considered a reshiction on the scope

of our Àudit Services and máy alter the form of report l¡/e may issue on the Company's

financial staTements; prevent us from consenting to the inclusion of previously issued

auditor's reports iu future Company frtings; or othenvÍse afflect our ability to continue as the

Company's auditors. The Company and we will disclose any such witbholding of
inforrnation to thc Audit Comnrittee.

16. Management of the Company is respoasible for providing us ivith.¿nd making available

"o*piãtu 
fina¡rcial ,""orå" and relæed data a¿d copies of all minutes of meetings of

sharåholders, directors and committees of directors; information relating to any knorvn or

probable insiaaccs of non-compliance with tegislative or regulatory require'rrents, including
-financial 

reporting requirements; and information regardfirg all retated parties and related

party transáctions. Failure to provide this information on a timely basis may cause us to

delay our report, nodify our procedures or even terminate the engagement

17. Management of the Cornpany is responsible for adjusting the consolidated financial

statements and unaudiled interim financial information to correÇt material rnisstatements

a¡d for affirming to us in its representation lefter that the effects of any urecorded

differcnces accumulated by us during t}'re applicable Audit Service and pertaining to the

Iatest period presented are ímrnaterial, both indívidually and in the aggregate, to the

consolidated f,rnancial statements and unaudited interím.financial informatíon taken as a

whole.

,' 'j
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lg. As required by canadian generaliy accepted auditing standards, we wiìl make specific

inquiries of management about tUe representtig* cuntaittø in the consolidated financial

stat.ments *¿ 
-riäoæed 

urte¡im financial information. Management is responsibl" It
affirmi:ig to us il it- r.epresentation letter and providing us information regarding the

recognition, ÊiÐâsurüinent aod disclosure of specific iteros, including but not lirnited to tbe

foliorving:.

. its assessn:ent of tbe reasouableness of significant assumptions undertþg fair value

measursÍreûts and,iisclosures in'ihe consqüã^atsd financial statements or used to support

amounts in the consolidated financial statements;

any plans or ìntentions that may affect the carrying value or classification of assets and

liabilities;

r inf,onnation re.lating to the measurernent and disclosure of tren'qactions with related

parties;

o ao assessnent of all areas of measurement uncefainty known to mana-gement that are

iequirsd to be disclosed in accordance with CICA HB Section 1508, Measuranent

Unærtainþ;

n information relating to claims and possible claims, whether or not they have been

discussed with the Company's legal counsel;

. information relating to other liabilities and contingent gains or losses,.iacludiog those

associated *itft güurâ"tees, whether writteir or ãral under which the Conrpany is

contingentlY liable;

r information on whether the Company has satisfactory title to assets,- whether lisns or

encumbrance.s orr assetS exisL or *Uutn r assets are pledged as collateral;

¡ information relating to compliance with aspects of contractual agreements that may affect

the consolidated finâncial statements; and

r information couceming subsequent events'

i9. At the conclusion of the applicable Audit Service, we obtain representation letters from

certain members of managernent to confinn signr{cant re'presentations on matters that a¡e

ilrr-ly related to items Ihut *r material, either individually or ìn the aggrcgate, to the

consolidated financial statements; matters that are not directly related to itqns that are

material to the consolidated ñnancial stateúoûts but are significant, either irrdividually or in

fhe aggregate to the engagement; and those that are relevant to your judgments or estimates

that are material, eit¡ãr-in¿ividually or in the aggregate, to the consolidated fina¡cial

sratements. ffre iårpo"ses to tbe inqúfies of managemeËt, the wrigen represantations from

managernent and the results of our procedures comprise the evidential matter we wiil rely

,rponln cornpleting the applicable Audit Se'rr¡ice' .

20. Management of the company is responsible for advising us of any documents or other

information provided during the coursã of the audit over which it intends to asseÍ a claim of

pîo¡eg" anå should martây such documentation accordingly as further described in the

I

I
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attached additional Terms and Conditions (refer to tbe provision captioned "'{uditor

Oversight")

21. 1o assist EY in mailtaining its independence from the Company! manÊgement of the

Company is responsible for the Cogl*V* process for surveying ofEcers and directon' and

for requesting tUai ,utstuntial stockiroiåers, officers, and directors disciose matters to the

cöinpiiöy fdi ööäüäunicàtiön'to'E'y'regarding the uature of any'direct'Ûr'mâtedaf indirect'

business relationst ip, that the suustautiii stocfholder, officer, or director, or any msmber o-f

theif immediate famíly (i.e., a persod's spous€' spouse-eçivatent' and depeudents)' has with

Ey or any of its affili6es, or a,, *"*tip interest of flve percent or more in, or situations

where ttrey serve ãan officer or director oi*y company (pub¡935 private) that has a direct

oi*ut.¡"f indirect business relationship 'rr¡ith EY or any of its affiliates'

Fees ønd Bíllîngs

22- weesti:nate that the fee for our audit of the 200? consolidated fi¡ancial staterû€fnts 'ü¡ill

ra¡lge from us$iso,ooo to us$650,000 plus out of pocket expenses aild the review of the

unaudited interim financíat inforuration *i[ t*g" nom uSSs5,000 to US$60,000 plus out

Jp";lä;;r"*t per qouttet. However, o* 
"itotl 

fee may excecd the top of this rânge'

We will srrurnit ooi irruãi"rs iu accordærce with the agreed upon billing schedule' and

paynent of thom will be made upoa receþt'

23. Our estimated fees ând schedule of perform1ce 1r? based upofi' arrrolg other thingS' our

prelirninary.r"i** of O" Co*qu"yt recofs¡md the represãntations Company personnel

have made ,o *, à¿ *u dç"tta"ní upon the C_ompany'Jpersonnel nrovjping a reasonable

level of assirt""åui*i"g tt" noct sårvices. suout¿ our ássrimptions yith respect to these

matters be inconect o, Jhoold tbe resr¿lts of our prooedures, the condition o the records'

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

commitmentr ;y;; beyoud ttror* tpoo wbich our estimated fees are based, Tve may adjust

ow fees and planne,il completion dites' In addition, fees for any consen]- to the use of the

audit report ooÇã" of section rþiof the Addendum or any special audit-related projects,

such as pooporåã t*iness combiortio* or research a¡rd/or consultation on special business

or financial iuru"s, will be billed separately from the fees referred to above and may be the

subject of other written agreeme'tfs'

24. cæadia¡r securities legislation requires that any re'porting issuer nüng T. auditor's repoft

d¿ted on or afler Ma¡ci 30, 2004 must have that report signed by an *l4il*g firm that has

registered wiO, tt e Canadian Public Accountability eoard ("CPAI¡")' Audit frrms

registered witir Cp¡g are requíred to fi¡nd CPAB's costs' Fees a¡e levied based on the most

recent audit fees as defined by cPÁB, charged by the canadian firT and re'ported in our

regisfration information. We will bill ;11 reportingissuer ctients a portion of the CPAB levy

on a recovery basis. Your proportionate strar" witt be bascd upon lhe most Íecent audit fees

reported to ÇPAB and billed for yo* engagement'multiptied by tire annnallevy rate sef by

CPAB. CPAB sets the rate annualiy 
"ãJtire 

f"t.-!I the most recent year that has been

determined was l.6o/oof audit fees. this amount rvill be charged at the effective cP-AB rate

annually and wil} be billed when the annual invoice is received Êom CPAB'

É
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{Jse dnil Ðísclosure olthe -4'adit Røpor{

:¿5. T-beuse and disclosure of EY's audit report shall be govemed by the terms of the Addendum

attached to this letter, which fonn an íntegral part ofthis Agreemenl

Other Mstters

io. rn* Õömpany s'näi provüié tö üs ðöpíës'örtÏìe'priätêT's.pioofs öf its-ärüitiäI.ruport'prior tt"

publication for our ,Ërri-*. Management of the Òompany bears the primary responsibility to

ensìre the annuai i*po* co¡rtains-no misre.presentatioas- Managem"o.t it atso responsible

for idcntiffing subsequent events and proviã'urg appropriate disclosure i:: Ïdot adjustment

of, the a¡rdited financial statemerts L o t".iit-ôf Jucn events as required by generaliy

accepted accounting principles. we wiltr review the report for consistency beween the

annual financial stalements and other inforraation cont¿ined in the report, and to detefinine

if the financial stãtements and our report thereon have been accurately reproduced. If we

identify any srrors or inconsistencies *ni"u may ímpact on the ñnancial statsments' we will

advisernanagementandtheArrditCornmitteoasappropriate.

27. Byyour signature below, you confirm that the companS through its Board of Directors' has

authorized thË Audit ôommittee to entef into this Agreement with us on the company's

behalf a¡rd that you havç been expressly autlrorized uy tle Audít committee to execute this

A.greement onbehalfof, andto bind, the Company'

?g. T'he attached additional rerms and Conditions forrn an integral part of tbis engagement

letter and govern our respective rights and obligations arising tberefrom'

ÊY appreciates the opportunity to be of assistasrce to the company. If this Agreement accurately

reflects the terms on rvhich the Company has agreed to engagê EY, please sign below on behalf

of tbe Company and return it to Fr€d Clifford'

Yours very tnrlY,
tM *þugttt

Aclsrowledged and agreed:'

Sino-Forest C

Hyde

Chartercd Accountants
Licensed Public Accountants

By:
(J

of the Committee

Date:

úì
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Àddeudum
Uqe*a¡4 Ðisqlssure o{ the .A'udit Repoft

(1) Annual Fin*ncial Sfatements

(a) E&Y aclcrowledges that the Company is. a reporting issuer undm Cgadian securities

legislation.and/orls.subject to-secuîiti"*.1*girl"tion-in-other-juisdietions-and has-as obligation' '

to:

(i) file its annual financial ststements and E&Y's accompanying audit report_(refen'ed to as the
,.auditre.port') with the securities regulators having jurisdietion over the Company; and

(ü) nnil those documents to iæ secr:rity holdsrs, either as part of the Company's aflnual

report tÐ shareholders (refered to as the "annual report") or separately-

Filing those documsnts and/or including thern in thc annual report will ¡esull in such documents

beini..relea."d" ", 
tl¡¿t term is defined in section 138.1 of tbe Securitíes Acl (Onta¡io)'

(b) E&1. bereby consents (within the mearring contemplated by seotion 138.3(lXeXüi) of tlrc

Securitieslcl (OntarioD to the annual filingif the audit teport and to thc inclr¡sion of the audit

report in tir,e'Àuaf ró;.t if ail of the conãitiott" set ûut below aË met. The effective date of
such consent is deemeå to be the date of the audit report. The conditions are as follows:

(i) tbe filing of the audit report or the mailing of the annual report, as the case may be, oocurs

within 5 business days of the date of the auditrepor[

(ü) neither the chief executive ofûcer nor the chief financial ofücer of the Company is aware of
anything which would result in the financial stâtements contäiúirig a misrepresentation (as

such tert is defined in section 1 (1) of the Securítîes ¿"¡ (Ontario));

(iii)since tÏ¡e date of the audit report n9 "matgrial change" (as tbat tgm Þ defined in seotion

l(l) of ttre Secarítìes lcf (Ontario) or other event iras ocot[red, or information become

available, that would reçirà discloéure in or adjustrnent to the fi::ancial statements to make

those sbLments curreni and in accordance with Canadian generally accepted accounting

principles as of the date that they are being released; and

(Ð the consent provided in thís engagernørt letær has.notbeen with&awn in writùtg before the

auclít report is filed and/or the annual rcport is mailed'

(c) E&y expressly does not consertt to the use of the audit rsport, or the opinions expressed in the

audit report, io 
"ny 

"document" or "public oral statement" (as those terms are defined in section

13g.1 of the Securitíes lcr (Ontario)), iu any other circumstance. Inparticular, E&Y does not

consent to:

(i) rhe filing of the audit report after the outside date refsned to in paragraph (bXi);

(ii) the inclusion of the audit report in the annual report if the annual report is mailed aÊer the

outside date referred to in paragraph (b{i);

(iii) rhe inclusiorr of the audit report in:

( l) a prospecfils, a takeover bid circular, an issuer bid círcular, a di¡ectors' circular, a rights

offering circular, or other documsnt related to a distribution, purchase or sale of
securities of the Cornpany or another reporting issuer;

(2) a business acquisition report or simila¡ documenl fìied by another reporting issuer; or

\4
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(3) any "document" (as that term is defined in section 138.i of the Secaritíes Act

(Ontario)) other thari as specified in t(b); or

(iv) the Company or any other person suûrrnariziûg ot quoting from the audìt report in any
.,documert" or "puúlic oral itaæmenr'(as those tenrts âxs defifled in section i38.1 of the

Se c¿rí t i es Acr (Ontario)).

(d) 
'If 

ihè co:räpaiy wiShës To (Ð'file'thë.à'ùdîf Tspórt ïitth a seÈräiriês eömmission'afrcr the'oûtsidc

dare referrEd to in parag.alh ft)(i) but v¡ithin the time specified by the applicable securities '

f"girlua¡oo or (ii) inchãe iit* 
"ú¿it 

report in the annual repori if the annuai report is mailed

ufter th" outside date refened to in paragraph (bXÐ then;

(1) a further wriuen consent from E&Y is required; and

A) E&,Y will under¡ake such additional procedlres äs are required in accordance

with professional standards to eilable it to determine whether it can fi-unish its

fi¡rther written conssrt-

11', after completion of the àpplicable procedures, E&Y is in a position to prgvidg_its fi¡rthet

writtefi consent to sush ,rr", if *iU do so in accordance q¡iTh Assurance Guideline No. 44, Ïhe

.4.udítor's Written Consent to the IJse of the 'hadít Report in a Contínuous Dßclosure

Document,published by the Canadian Institutc of Chartered Accountants.

(e) If the Company wishes to include, srürnurize, quote ûom or otherwise use the audit report int-' 
"rry 

..do"råenl'or'þblic oral statement" (as those tenns are defmed in section 138-l of the

Sícurítie¡lcr (Ontario)), in any maúner otber than that permitæd rmder paragraph þ) or (d)'

the following procedures will apply:

(i) tire Compalry will, in writíng, reqtrest E&Y 's further written consent to that use;

(ü) if EeY agrees that the request is an appropriate use of the audit repor! the. Company and

E&y wili enter into an engagemenf ietter seüing out the terms of such engagement,

including the scope of the prõcedures to be undertaker¡ by E&Y and its fee for performing

these serwices; and

(üÐE&y will underøke such additional procedures as are required 1 acc-or{ance with

professional standards to fliable it to detenrrine whether it ca¡r furnish its fi¡rther writt€n

consent.

If, after completion of the applicable procedures, E&Y is in a position to provide_its fi¡rthe¡

written consstrt to such u.", ìt *ill do io in accordance with Àssuranee Guideline No- 44, The

Aadilor's Wrítten Consent to lh¿ Use of the '4udit Report ín a Continuous Disclosure

Ðocament,published by the Canadiarr fnstih¡te of Chartered Accountants'

(2) Interim Fi*ancial Statements

We expressly do not coûsent to the use of arry communication, report, statement or opinion

pr"po"d Vy Y*Y on the interim fi¡rancial statemcnts and such communicatic* mây not be included

in, ,*mm-ir.d in, quoted from or others¡íse used in any "document" or 'þublic oral statement" (as

suçh terms are defrnàd in section I38.t of the Secarítíes,4cf (Ontario))'

'1
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Terms snd Conditions

Except as otherwise spcciñcalþ provided in the errgagement le$er or contfact to which these tenns and

conditions a¡e ag¿ched (collectively, tlr" 'Agt"*".;ti") the following additional teßns and conditions

shatl apply. As used herein 'EY" iefers to fr" c*"ai* firm of Ernst & Young LLP' "EY Entities"

mea$s Ey, aII members of the global urnst a iounjnetworh Ðrnst & Youtg Global Limited, and any of

J"l, *rp""Uve affiliates (snd "Éy Entity" rneans arly onç of them).

.l-.. .serr¡ices.*,Ey,shall.exereise.drae.professiroalcåre.aad.conrpetetæinrhe-perforn4r-lç9-9f-thg s.çIyiçgs"-

provided pursrnnt to this Agreement (fhe "Services")'

Z. Uneryected Events - If changes to tlre scopÊ of timing of pY Sen'ices are required because oi a

chauge in 
"ppticaúie 

Ñ "; 
prãfessional rotiA*¿r o, 

"nãnt5 
b"io"d a partt's roasonable contol, but

not inYolving its i'ault or negligenc" 1*y "i*rriri,, 
a''change';), the ptrtiï 1g':" P adjust the fees

for, and/or timing of, the Servicçs 
"pproiAuæry 

*d, if ottoiary, client will obtain Ar¡dit Committee

approval ofsuch adjusUnents. Each p*tii' .¡"n be. éxcused.from default or delay in the perfonnancc

of its obtiga6ons (other than paynant oúfigutio*) under this Agteernent to the extent caused by a

Change.

3- client Data & lnfornation - clieÎrt will providel 9f caTe to.be prtvided' to EY in a tirnely mft]n€r

complete an¿ accurate data and i"f"t"t iil; ("ólient ?*') u'rd uccess to resotrces as may be

reasonably required by Ey to perform the servioe=. EY úy cfi¡ci9se c]lent ?ata 
to other ËY

Entities for the p"rp"J" oir"na"riog the Services. EY may aiso discfose Client Data to othet E'Y

Entíties for the p,rËr;; oiniln1ittgit ptof".*ion"loUfielifns ¡o ürailag€ conflicts of interest and to

maintain 
"uaitor*iããep*oã"o"" 

usï*f o t" irnplemeãt staadardized performance recording and

documentation rytr"ofi *¡t¡io the global fr¡st it Young network' EY Entities or their senr¡ice

providers may store Ctient Data, wtriðtr may include personal informatiorU outside of Canada'

4. Confidenti¡lity - Subject to the other tgrms of this Apeement, both client and EY agree that they

will take reasonable steps to mamt;ill tl" oo"n¿åtiality of any proprietary or oonfidential

information of the other.

5. Ey waiver Re: Tax Àdvice - Nofq¡ithstarding anyconfidentiality obligations or other restrictions

on disclosruc contained in tåis Agreernent, with regard to:

(a) any oral or written statsmeflt or advice related to taxes provided by EY with regard to a

Person or entitY that:

(i)hasany{ìlingobligationwiththeUslnternalRevenueService,or

(ii) qualifres as a us controlled Foreign corporatio.l (í.e" a non-us corporation that h¿s us

shareholders (uS person" tt ot áít".tly or ina¡ictþ own 10% ol-jnore of the total

combined voting power of 
"it 

of the Jlasses of stock of such non-US corporation) *rat

own in the aggregaæ more than 50% of the total vote or value of such non'us

corPoration);

. (b) any oral or *ritten statem€nt or advice regarding us taxes or tax advice related to a

transaction th¿t could affect a US tax; or

(c) where SEC audit índepe.ndence restrictions apply to the relationship between client and any

Ey Encir¡ Ãy o*f or wriften shtemerrt'or'advice tc client as ro a¡ry potential ta-x

"on."qoãÉ*, 
túæ *"y result from a tansaction or the tax ¡.eament of an iænl

-i

,::

=

\n
t[\

-:.)

(together, (a), (b) and (c) rcferted to 8s "Tax Advice")'
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EYexpressîyauthoriaesc]ienttodisclosetoanyærdaIIpgfsons'withoutlimitationofanykind'any
such Tax Advice, inciuding *V f"ni ttut r.nay be relevani æ understanding such Tax Advice' and all

matefials of any kind (including opinions aud oüer ux analyses) provided to 
^cU3nt 

ín relatíon to such

Tax Ad'ice- Irower.er, beeause th" C; Advíce is solely-fot'the beneñt-of client and is not to be

relied upon by any other person * á"ù, ;fi*lrUrff infot r', those to whom it discloses any suoh

information,rånìí"y *ry lot rely "p";;; of it for äny purposs without EY's prior written conse'nl

6.Privacy.CtíeÉtconfismstoEY-J]atithasobtainedgnyconsents-t}ratmayberequiredunder
appli.c..4Þlç..P$;;..;.yJgøJifgl,lS¡anv 

colleotion' use.oË disclostne of persor'a1 information that is

necrssary ,r, äiãä'tiii-rviô piävi$"hils'äïr¿¿tå:"gY-sh*¿[äiüi¿+ë Td'àppiîaäblë Þrivøcy'legislation'

when de¿ling;rh personal irrformation that was obtained åor¡r oliønt.

T.Audttoroversþhf*ClientherebyaclrnowledgesüatEJrnayfromtimetotime¡eceiverequestsor
orders from tha Canadiar¡ Public ¿".""""tiiity eoga ot fro* professional' securities or other

reguiatory or governrnental ,.rtr,*iti". ttut nrrnfi similar ñmctions þoth iu canada and abroad) to

provide tf,em ;;th if,fonnatio" *¿ 
"opi"t "¡ 

à*u**t in 
EYs frles including EY's workirtg pâpers'

and other work-prodrrct relating-tg "ü*¡r 
affairs. client col?sents to EY providing or producíng' as

applicable, t}ese doouments and i"i"t*ti"" *itttoltt fi.¡rthet refsrelce to, or autlrority from' client'

Excçt whete prohibit"d bY l-*, ;;;;qt"tt or-or¿"r ís direotþ related to an inspection or

investigatiou oiËit 
^"¿it 

oiclieni, EY vrinãdvise client of the request or order'

'whell a regulatory authority reguests access to EYs workiug papers T*tî work-product'reiating

to clienfs affairs, EY \¡/i11, "lf *{";-t¡r" "rrott" 
u*¡ refi¡se aocÆss to any docr¡rnent over whích

olient has expressþ informed EY that client asserts privilege' "*9?t 
wlere disclosure of documents

is required uy taw or requested uv 
" 

ptgri"".lrnstiiute¡orãer of chartøed Accouûtsnts pì$suant to

its stâtutory authority. client must mark arry docurrent over which it asserts privilege as privileged

and inform Ey of the grounds t"t rä*tr ,áotion of privilcge (such as whether it clâims solicitor-

client privrlege or titigation privilege)

¡.y will also be required to provide information relating to the fees that EI collects frorn client for

rhe provision oãu"ãii¡"*iceï, other accoruting services and non-audit services'

8.rn&rnetCommunicaûons.Unlessotherwiseagresdwithclient,ÊYandotherEYEntitiesmay
correspond by means of th9 r*t**1 or-o*t"t elJctonic media or provide infornration to client in

elec*onic form. There -" inrr","oii¡r" "r*"1^tu¿ 
with the elecrònio transmission of iuformation

on the Interret or otherwise. Eî oanoot g,rarartlæ- the secr.nity and integrity of any electronic

commrrrications sent or rec"iv"ã a l"r"fron to this *g"g*m*t 9d .camr* 
guamntee that

transmÍssions or othgr electronic irrfo,*utio" will be Ae* Aoã iîf*"tion by viruses or other forms of

malicious softwa¡e'

g. Right to Terminate services - subject to any appJrSable professionar standards and 1egislarion,

either party rnay terminat" ttú, A;;;;.ff,iq"; tia"uf cåuse' by providùrg written nofice to the

other patry. ;'th" ;*t of rurly-t"rmi*ioo, for whatevsr r.asot, ciisnt v¡ill be invoiced for time

*d expenr"* ir.*"¿ up ro thc ;"J;i,ú;oiio p"ttod togethsr with reasonable tirræ and expenses

incurred to bring the cngagement to a. close in a pn'ompt anã orderly mannsr' EY shall also have the

right, upon T daysprior notice, to suspend prforrnance of the sergices in the evenl clisnt fails to pay

any amount requíred to be paid rmder this Agreement'

i0'Erpenses-Clisrrts}rallreirnburseEYforallreasonableexpeîsesincurred'inconnectionwit}rthe
perf,ormanceãr rrr" services. ît;;;r; oiadministrative iiilrs such as telephone, research material'

facsímile, overnight mail, *trr.og*, 
"d*i"ístrative 

support' among others will b€ biiled to client at

ll.s%of Eys fees for professioãi-å"*i"o. ReasonaËÍe and cusiomary out-of-pocket erpenses for

ì

r[4
...1

trv /1[rv tnnT nnÃrna



r''t 4 ".,:'

rlr

5llfnrvsrg.You 6

for such loss and damage;

(b) in no event støI1 either ParrY be liable to the other for anY consequentíal, incidantal, indirect'

punitive or special damagcs (including loss of profits, data' business or goodwill) in connechon

with the perforrnance
been advised

of the Servicef or otherwisc under this Agreement' even if the relwant

parry has of the likelihood ofsuch damages; and

(c) in anY case the ßral aggtegaæ liabílifY of ËY arising out of or relaing to thís Agreemeût or th€

Se-rvices shall be límited to the grearer of (i) the total fees Paíd to EY for the Services and (it)

$i,000,000 This paragraPh shall not limif EY's liabilítY for death. bodily injurY or physical

damage to tangible ProPerly caused by the neglìgenl acts or omlssrons of EY, a¡d shall not limit

Ítems such as travel, meals, accommod¿tions and ather expenses specificaily related to this

engagerûent rvíll also be charged'

11'Billing&Taxes.Billsincludingexpenseswinb€re¡ideredonaregularbasisas-theassignment
progresscs. ,t "o.ma "r" 

¿o" wherr rendered' I¡oterest on overdue uo*'*tt is calculated ai the r¿te

ncted on the invoice commencing ¡o ¿"vr'i.rì"*ittg t¡" ¡",. of th" in"oi"e' The fees' expenses and

other charges payable pursuant q ùi* ¡.åt-***tiãnot irrclude tax€s or duties' ÀIl applicable taxes

or duùies, whether presently in force "räörj"¡f, 
tl" til:, sh¿ll be assurned and paid by clierrt

. . without deduction.*cm-the--fec-s,.çxI¡en-s9-s'e¡}d.çþ{.ggt þg.I9In-d.-Í-'

12.G*vernirgLarr-ThisAgreenentshâllbegovernedbyandconstrudinaccordanceq¡iththela.wsof
the provìnce of ontario and rhe ru*, oiäll;ä;tti.rrbi"-tt*t"io, *ttr,out regard to principtes of

confricts of law. The parties hereby 
-J"il"^¡ri'and 

uo"oncÀonauv submit a¡rd artorn to the

excrusive juri.¿i"tioi orõe courts *rtú"ääuioããro"t tio in connectión v¡ith any dispuæ, claim or

other matter .ri#;;;t ,f or relating to this Agreeracnt or the ssn¡iccs.

13. EY Reports - EY reÞins all oopyright and odrer inte]1ecnral property tight-t *-:tlÏtou developed'

designed or creaþd-;;EY;itd+ b-efore ordunng the corrse of * *gag"msnt including systems'

methodologiës, softwæe, hirow-how *ä;.;kidp;p*. BV "ft" 
*áiãt ati copyrigbt and other

intellectu¿l properly rights in all re'po.rts, 
"¿"i'**oi 

ótU"r communications of any kind provided to

clieût in arry forrn i*ri*n or otrrerwiseÍ ¿*irrg the co'rse oiä *gug"merrt ('Reports"), although

otient shail have rhe fi:ll right to use ô R"-p"* TqT its own órganizatíon' Any Reports are

provided *f"U eoffu"ffi** of this ää"gä"it' Slbject to "EY ñaiver Re: Tax Advíce" above'

no Report (and no portion, suq*Sy o, ut*Ë:a"t thereo$ i""V Uu discloseclto any third parfy without

Ey,s prior *ritt"ï"ãnr""t. lvithbut limiation, except *-orbrr*it" specificalty agreed in the

fligagement lertrf-ir¡þ ;hich these t"r*r'*ã1""ãi"oo* o, incorporated cúent agreæ tirat it will not'

and will not permit others to, refer to EY;;t"pt"auc"' q"ot" oiiefer to any Report (or any ¡rortion'

suïmary o, ubrü*t-tt r"*f)-in any ¿"ãr*"Järc¿ - áitìtiU"t"d in conne¿tionwith (i) a pwchase or

sale of securities or (ii) continuous ¿i.oros,¡re obligtions unáer appticable seourities laws' EY does

not assume ary duties or obligations ;;'hltã p-tã"t who may oU-toi" access to any Rçorts' Any

seryices or prooedures performed ro, .li*t *ät" not prannå'or oon¿uctø (i) in conærrplation of

reliancebyparticularttri,dpu*i"*(ii)withrcspecttoarryspecifiotransactionconternplaædbyathird
parry or (iä) $,ith respect to the inter;ä;;q"ùd" äf pu"ti"otut third parties' Cliort may not

ielY on any draft RePort

14.LimitatiouofLiabiltty-19thefr¡llestextefitpermited.bylawandregardlessofwhethersuch
riabitity is base¿ on ureäoh or conracr"ï; õ;ùãlË;"efigåo.1, srict tiã'bilitv, frilure of essential

Purposç or otherwise , ,, , .. -

(a)EY,sliabilityshallbeseveralandnotjoint'nq.Y"..+¡otidaryorínsolídumandEYshallonly
be liable forits proportionaæ sharc'ãiävi"ar Ïability uas"¿ on degree of fault havins regard to

the conributíon to any loss or d"*a;"; qrr"*,øn of ány other persons responsíble and/or liable

{EY's liabilitY for loss or damage caused by thc fraud or wiiful misconduct of EY

r\/ 
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For the purposçs of this section (oLimitation of Lìabilîty), the term EY includes all other tY Entities

and any .rrU"ont*ctorS, membets, shafeholders, direCiOrs, offrcers, ülanagsrs' parülers or empÌoyees

of EY or anY other EY EntitY'

15. GIcbaI Resources - EY may use the services of personnel Êom other HY Entities to assist it in

providing thc Sereices. Ey ;hail ue. soþlv *rpo*iül" for the performance of the services and all of

the other liabilities and obligations af EY r¡nder this Rgree¡rsût 'rr'hether or not performed, in whole

or part, by Ey, any oiher ËY Entiry, or any subconfactor or por,sonnol ofgy E-Y Entiry' Cücnt and

. . . ......irs.affrliates.or.other.persons.or.entítiss..fqr.or.in.rçspcçf .çf..whiçh.e+y. cf Þ.g-S..çfngç-s."qLç.p..r.gYr+S$...

shail ¡uu" oo ,"roursË, and shall bring no claitrl against any EY Entity other thas EY, or against any

subçonû:actor., *"r."t*r, shareholdeÃ, directorsn õffi"os, Ìnsaagers, paxhrc¡'s ar euployees of EYor

any orber Eyb;it, or atry of their respective _"rrr5_,_+ 
connÊction with the perforrnance of the

Services or stherwise under the agreemär Othet EY Entities and any subcontractors, memb€rs,

shareholders, diiectors, officers, ñunagers, partners or employees o{EY or any-othe'r EY Entity shall

h¿ve the express benefit of this sectionä¿ ðUuU it"o" tle right to rely on and enforce any of iæ terms'

16. No .dpplication - The preceding two sections (Lìnitøtioyt of Liabilíty, Glo!øl Resources) shall not

apply to the extenr prohibited by applicable lay òt tegulation-(inoludiag fsr thÊse pìnposes applicable

rules and i"ærpiuiutio"s of the'TJs securitie. uø Exchange Corrurriss.ion relatiug Jo auditor

independerrce and alry applicable Jæ o, guidance from a pro,rittci"l tnstiurte/ordsr of Chartered

Äccount¿nts having jurisdictioÐ'

17. solicitation & Hiring of Ey personnel. EY's independence could be cornpromised if client were to

hire certain dv-p*tõr*a. v/ithout the prior t"tirt* consent of EY, clierìt shall not solicit for

employrnent "i får a position on its Board of Ðirectors, nor hire, any current or former partler Ôr

professioaal 
"n 

ptoy""'of any o! EY, any affiliate thereof or any other pY entity, if such partter or

professionat 
"*iloy"" 

has been involved in the perforrratrce of any audÍt, revie% attest or assurance

service fo1. o" iåtutiog ro cliert at ariy time si¡ce the date of ûüng of clienJs-most recent financial

sr¿rements with the relevant secrriiies regutatods) or sfock exchange(s) (or, if client has not

previously fiTed zuch fruauciat statements, ãnce ths beginning of the mo.st recÊrrt ûscal year Ûo be

ooverçd by client's first such ñnancial statements), or in the 12 monthspreceding that date'

1g. Severability - ¡1 rhe event any provision of this Agreement is determined to be invaliù illegal or

unenforceable, in whole or in iart, such provísion gball be deerßed severed from this Agreeme'nt to

the extent ¡eq"itr¿ *¿ tft" t**.io¿'* of this Agreernent shall remain in ñr1l force and effect'

19. Legal proceedi.gs - In the Ëvenr ËY ís requested by client or is required by govemment regulation,

subposna, or othsr legal process to produce documeits or petsoto"f a,s witrtesses with respect to the

ongagôment for cli",if and providea tlrat EY is not a pitty to the ]egal proceedings, olient shall

reimburse gV for professional time and experises, as weli as the feés and expenses of counsel,

incurred inresponding to such requests'

20. LLp Status - Ey is a registered limited liabiiity parftrcrship ("LLP-) continued under the laws of the

province of Ont*io *a- ¡, regisrrred as an extra-provincial LLP in Quebec a¡rd other Car¡adian

provinces. CäoAiy, 
^ 
pu*"åf u" LLP has a degree of limited liability protection in that be or she

is not personally liable for any debrs, obligatioos ot liabilities of the LLP that arise from the

negligence of anothef paftler o-r ilry psrson undcr th"t partner's direct supervision or control' ^As an

LLp, Ey i* ruquitø to maintaín certain ins¡:¡ance. EYs insurance exceeds the mandatory

professional liability insurance requirements established by any provinciai Institute/Order of

Charæred -Accotmtants'
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21. Miscettaseûüs - Ey shall provide all Sewices as arr independent contractor and nothing shall be

construed to creaie u partreisbip, joint venrure or other relatíonshþ b*t*T" EJ and clíeut' Neither

parly shalt have the righq pÐw9' or authotity to obligate or binå the- other in any manne'r' This

Agrevrnent shall not U""moüne¿ excvpt by uoitÎn agreeroent sigrred by the parties' This Agreement

may nor ¡,e as*ierrfi itt *Uor" o, irr'p*i bt-;úi"-"thorr E?s príor writterr-æ:sent' not tc be

unreason¿bly withheld. Aay terms aad provisions o{ ttiis Agreernerrt that b-y tlreir nature op€rate

beyond tte terr* or €xp1ry- of thil Àä";;;i shaÌI survivl the termination or expþ of this

_ .. .4.greernmt, inoiuding...frtrL"t.u*it^tiä..trtose ..pro.¡risi.ons...lreåded...c.J,íc.4r..Ðsts...&...þrf?.ft!lfrli9t!,.-..'..

Confidentiatity, EY lfn¡n Re: Tox Adi¡ce, Á.ud¡tor Oversight, Límilarton^of Líabìlity' GIobaI

Reso*rceÍ, Solicitatiott & ítíring of EY Persán¿el and Legatfu'tceedings' E-p-*t'isicns of ttris

Agreerrent shall operate for the benefri ãf, *à may be 
-en'forced by, other EY Entities and any

subcOntactors, tnombers, shareholderS, áio*.tor*, officerS, Ìn'nagers' paftaers oremployeeS of EY Or

any other Ey Entity. This Agreement.constiutei the entire agreement betweeu the parties relating to

its subject matter and supersedes all prior representations, negotiations srd rmderstandings'
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ErÃst & \'cuîg LLP
chãtiered P.cËcûntênts
Pacrfic Ce¡rire
7ÐÐ iryÊsi Gearq;.ì Si.e?t
tr.O. B¡x iû iil I
v.:Ìoriu1ir,,¡+í Britilh Coiuílrbi.l v?Y I C7

1âl: 6rj4 89i EICC
F¿x: óG:l 64: E'422

August 7,7008

Sin o-Forest CorPoration
90 Burnhamthorpe Rd W., Suite 1208

Mississauga, ON, L5B 3C3

Attention: Mr. David HorsleY, CFO

Dear Mr. Horsley:

1. This engagement letter, including any additional terms that are attached, (collectively, the
.,Agre"Ãeit") confirms the terms upôn which Ernst & Young LLP ('we'lor 'EY") has bee'

eng"aged to uúdit and report on the consolidated financiai statements of Sino-Forest

Coþãration ("Sino-Forìstl or the "Compariy') for the y-ear ending December 31, 2008' The

services described in this paragraph mayheieaft.er be referred to as either "Audit Service" ot

"Audit Services."

C otzs o lidat ecl Fin anc ial Statem ent Audit Resp onsíbílities and L imít atio ns

2- The objective of the audit is to express an opinion on whether the consolidatcd financíal

statements present fairly, in all måterial respects, the financial position, results of operations

and cash flows of the Cãmpany in conformity with Canadian generally accepted accounting

principles. Should conditions not now anticipated preclude us from completing the audit

ànd isiuing a report, we will advise the Audit Committee and management promptly and

take such action as we deem appropriate.

3. We rvill conduct tlie audit in accordance r,vith Canadian generally accepted auditing

sta¡dards. Those standards require that we plan and perform the audit to obtain reasonable,

rather than absolute, assurancé that the coniolidated financial statements taken as a whole

are free of material misstatement, whether caused by error or fraud or illegal acts whose

consequences have a rnaterial effect ou the consolidated financial statements- As the

Cornpåny is aware, there are inherent limitations in the audit process, including, for

example, the use ofjudgment and selective testing of data, and the fact that much of the

audit evidence avaiiãblá to the auditor is pe.rsuasive rather than conclusive in nature'

Furthermore, because of the nature of fraud, including attelnpts at concealment through

collusion and forgery, an audit designed and executed in accordance rvith Canadian

generally accepteã uoOitiog standards may not deteci a material fraud- Fufiher, while

effective internal controi reduces the likelihoocl that misstatements u'ill occur and remain

I
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undetected, it does not eliminate the possibility. For these reasons, we ca¡not guarantee that

r fraud, error and illegal acts, if present, rvill be detected when conducting an audit in

I rccordance with Canadian generally accepted auditing standards. Accordingly, there is

some risk that a nlaterial misstatement of the financial statements would remain undetected.

Also, an audit is not designed to detect eIïor or fraud that is immaterial to the consolidated

financial statements.

4. ln accordance with professional standards established by tlre Canadian Institute of Chartered

Accountants ("CICA"), we will communicate certain matters related to the conduct and

results of the audit to the Conrpany's Audit Committee. Such matters include, rvhen

applicable, dìsagreements with management, whether or not resolved; serious difficulties

encountered in performing the audit; our level of responsibilify under professional standards

in Canada for the financial statements, for intemal control, and for other information in

documents containing the audited financial statements; unrecorded audit differences that

were determined by management to be immaterial, both individually and in the aggregate, to

the financial statements as a whole; changes in the Company's significant accounting

policies and methods for accounting for significant unusual tra¡sactions or for controversial

òr emerging areas; our judgments about the quality of the Company's accounting principles;

our basis for conclusions regarding sensitive accounting estimates; management's

consultations, if any, wìth other accor¡rtants; and major issues discussed with management

prior to our retention.

S. We will obtain pre-approval from the Audit Committee for any services we are to provide to

the Company pursuant to the Audit Committee's pre-approval process, policies and

procedures. In addition, in accordance with CICA Ha¡dbook Section 5751,

Communications with Ihose Having Oversight of the Financial Reporting Process,we will
communicate i¡ writing to the Audit Committee any relationships between EY, its partners

and professional employees and Sino-Forest (including related entiíies) that, in our

professional judgment, may reasonably be thought to bear on our independence. Further, we

will confirm our independence with respect to Sino-Forest-

As part of our audit, we will consider, solely for the purpose of plaruring our audit and

detãrmining the nature, timing, and extent of our audit procedures, the Company's intemal

confrol over financial reporting. Our consideration of internal conirol for the audit of the

financial statements wíll not be sufficient to enable us to express ær opinion on the

effectiveness of internal contr-ol over financial reporting or to identiff all significant

weak¡esses.

1. If rve determine that there is evidence that mísstatements, resulting from error, other than

trivial eïrors, or rhat fraud or illegal or possibly illegal acts may exist or hat'e occurred (other

than illegal acrs that are considered incoùsequential), we will bring such matters to the

'r iJ
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attention of an appropdate level of management. The type and significance of the matter to

1 be col¡rnunicated rvill determine the level of management to which the communication is

J ¿irected anl whether tire communication is also made to the Audit Committee. If we
' become aware of fraud involving senior management or fraud (rvhether caused by senior

¡ management or other employees) th.at causes a material misstatement of the consolidated

{ n"ancial statements, we will report this matter directly to the Audit Committee. 'We will
" also determine that the Audit Committee is adequately infonned of misstatements, resulting

I from etror, other than trivial enors and illegal or possibly illegal acts that come to our

fl ftention unless they are clearly inconsequential. In addition, we will inform the Audit
' Committee and appropriate members of management of signifìcant audit adjustments, as

I \ilell as related party transactions identified by us that are not in the normal course of
:l operations ana tn{ jnlolve significant judgments made by management conceming

measurement and disclosure.

..1 i,lì'¿\.¡

8 We will communicate in writing to management and the Audit Committee all significant
weaknesses in the design or implementation of intemal controls to prevent or detect fraud or

error noted during our audit of the Company's consolidated financial statements. In
addition, if we become aware that the Audit Committee's oversight of the Company's
extemal financial reporting and internal control over financial re,porting is ineffective, we

will communicate our conclusion in writing to the Board of Directors.

9. We also may communicate to the appropriate levels of management other opportunities rve

obsen¡e for economies in or improved controls over the Company's operations. The matters

communicated will be those that we identiff dwing the course of our audit. Audits do not
usually identify all matters that may be of interest to management in discharging its
responsibilities.

Reviexts of Unøudited Interìm Finøncial Infonnation

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

11. A review of interim hnancial information consists principally of perfonning analytical
procedures and making inquiries of management responsible for financial and accounting

matters. A review is substantially less in scope than an audit conducted in accordance with
Canadian generally accepted auditing standards, the objective of which is the expression of
an opinion regarding the financial statements take¡ as a whole. Accordingly, we will not

express an opinion on the interim financial information.

l
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12. Areview includes obtaining sufficient knowledge of the entity's business and its internal

control as it relates to the pieparation of both annual ærd interim financial information to:

identify the types of potentiimaterial misstatements in the interim finaneial information and

consider the likelihood of their occulÏence; and select the inquiries and analytical procedures

that will provide us with a basis for communicating rvhether we are aware of any material

modifications that should be made to the interim financial information for it to conform with

Canadian generally accepted accounting principles'

13. A review is not designed to provide assìrance on intemal control or to identiff significant

weaknesses. Howevér, we will communicate with the Audit Committee regarding any

signifrcant weaknesses noted during our review procedures

14. Ifduring our review procedures, we determine there is evidence that fraud or illegal or

pássiUly ittegal acts 
"iirt 

o, may have occurred (other than illegal acts that are clearly

in"orrr"qu.otial), we will brìng such matters to the attention of an appropriate level of

management. If we become Ñur" of fraud involving senior management or fraud (whether

caused by senior management or other employees) that causes a material mjsstatement of the

interim financial inforÃation, we will r"port ihis matter directlyto the Audit Committee' We

will determine that the Audit Committee is adequately informed of illegal acts that come to

our attention unless they are clearly inconsequential' we also will inform the Audit

Commiftee and appropåate members of management of significant unrecorded differences

noted during our review procedures'

Management's Resp ortsibilíties øn d Representations

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

interim financial information in accordance with Canadian generaliy accepted accounting

principles are ttre responsibility of the management of the company' Managernent is

responsible for estabiishing anã maintaining effective internal controls, for properly

recording transactions in the accounting recirds, for safeguarding assets, a1$ for identifying

and ensuring that the Company compliãs rvith the laws and regulations applicable to its

activities.

16. Managenrent of the conrpany is responsible for providing us rvith and making avajlable

complete hnancial r""ord. and related data and copies of ali minutes of meetings of

sharàhold"rs, directors and committees of directors; information relating to any known or

probable insta¡ces of ¡on-compliance with legislative or regulatory requirements, includittg

financial reporting requirements; and infornlation regarding all related parties and related

parfy 1¡"rrru"tions. Failure to provide this information on a timely basis may cause us to

ãelay our report, modify our procedures or even terminate the engagement'
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' 17. Management of ihe Company is responsible for adjusting the consolidated financial

_ ì statements and unaudited interim financial information to correct material misstatements and

j for affirming to us in its representation letter that the effects of any un¡ecorded dift-erences

accumulated by us during the applicable Audít Sen'ice and pertaining to the latest period

presented ale immaterial, both individually and in the aggregate, to the consolidated

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

18. The design and implementation of internal controls to prevent a¡d detect fraud and error are

the responsibility of the Company's management, as is an assessment of the risk that the

consolidated financial statements may be materially misstated as a result of fraud.

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

or suspected fraud, illegal or possibly illegal acts and allegations involving fina¡cial

improprieties received by management or the Ardit Committee (regardless of the source or

form and including, without limitation, allegations by'Þhistle-blowers," employees, former

employees, analysts, regulators or others), and for providing us full access to information

nrd fu"tr relating to these instances and aìlegations, and any intemal investigations of them,

on a timely basis. Allegations of financial improprieties include allegations of manipulation

of financial results by management or employees, misappropriation of assets by management

or employees, intentional circumvention of internal controls, inappropriate influence on

relateã party ftansactions by related parties, intentionally misleading EY, or other allegations

of illegal acts or fraud that could have a non-trivial effect on the financial statements or

otherwise affectthe financial reporting of the Company. If the Company limits the

information otherwise available to us under this paragraph (based on the Company's claims

of solicitor/client privilege, litigation privilege, or otherwise), the Company wìll
immediately inform us of the fact that certain information is being withheld from us' Any

such withholding of information could be considered a restriction on the scope of our Audit

Services and may prevent us from opining on the Company's financial statements; prevent

us from consenting to the inclusion of previously issued auditor's reports in future Company

filings; or otherwise affect our ability to continue as the Company's auditors. We rvill

disclose any such withholding of information to the Audit Committee.

19. As required by Canadian generally accepted auditing standards, we will make specific

inquiries of management about the representations contained in the consolidated financial

statements and u¡audited interim financial information. Management is responsible for

affiming to us in its representation letter and providing us infornlation regarding the

recognition, measurement and disclosure of specific items, including but not limited to the

follou'ing:

. its assessment of the reasonableness of significant assumptions underlfng fajr value

measurements and disclosures ín the consolidated financial statements or used to support

amounts in the consolidated financial statements;
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. any plans or intentjons that may affect the carrying value or classification of assets and

liabilities;

" information relating to the measurement and disclosure of transaetions with related

parties;
o an assessment of all areas of measurement uncertainty known to management that are

required to be disclosed in accordance with CICA IIB Section 1508, Measurentent

UncèrtaitttY;
n information relating to claims and possible claims, whether or not they have been

discussed with the Company's legal counsel;

. information relating to other liabilities and contingent gains or losses, inciuding those

associated with guaraltees, whether written or oral, under which the Company is

contingentlY liable;
. information on whether the Company has satisfactory title to assets, whether liens or

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

. information relating to compliance with aspects of contractual agreements that may affect

tbe consolidated financial statements; and

. information conceming subsequent events.

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

certain members of management to confirm significant representations on matters that are

directly related to items that are material, either individually or in the aggregate, to the

consolidated financial statements; matters that are not directty related to items that a¡e

material to the consolidated financjal statements but are significant, either individually or in

the aggregate to the engagement; and those that are relevant to your judgments or estimates

that arã material, eitheiindividually or in the aggregate, to the consolidated financial

statements. The responses to the inquiries of management, tbe written representations from

management and the resuits of our procedures comprise the evidential matter we w'ill rely

upon in completing the applicable Audit Service'

2 i. Ivtanagement of the Company is responsible for advising us of any documents or other

infonnation provided duiing'the corrtt" of the audit over whjch it intends to assert a claim of
prìvilege aná should mark any such documentation accordingly as firther described in the

attactle¿ additional Terms and Conditions (refer to the provísion captioned "Auditor

Oversighf')

22. Management shall make appropriate inquiries of the Company's officers. directors, and

substantial stockholders to detemrine whether any business relationships exist between any

such officer, director', or substantial stockholder (or any entity for or of rvhich such an

offìcer, director, or substantial stockholder acts in a similar capacity) and EY or any other

member firnr of the global Emst & Young organization, other than one pursuaît to w'hich

such a member fìrm performs professional services. For this purpose, a "substantial
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five percent or more of the Company

23.Management shall discuss any independence matters with EY that, in its judgment, could
bear upon EY's independence.

Fees ønd Billings

24. We estimate that the fee for ou¡ audit of the 2008 consolidated financial statements rvill
range from S700,000 to $900,000 plus out of pocket expenses and the review of the
unaudited interim financial information will range from $60,000 to $75,000 plus out of
pocket expenses per quarter. However, our actual fee may exceed the top of this range based
on changes to the business (e.g., natwe of the business or change in business entities) or
additional scope work. 'We will submit our invoices in accordance with the agreed upon
billing schedule, and payment of them will be made upon receipt.

25. Our estimated fees and schedule of performance are based upon, among other things, our
preliminary review of the Company's records and the representations Compæry personnel

have made to us, and are dependent upon the Company's personnel providing a reasonable
level of assistance during the Audit Services. Should our assumptions with respect to these

matters be incorrect or should the results of our procedures, the condition of the records,
degree of cooperation, or other matters beyond our reasonable control require additional
commitments by us beyond those upon which our estimated fees are based, we may adjust

our fees and planned completion dates. Circumstances that may significantly affect the
targeted completion dates and our fee estimate include, but are not limited, to the following:

Audit Faciliation
(a) Changes to the timing of the engagement at the Company's request;
(b) Audit schedules are not (i) provided by the Company on the date requested, (ii)
completed in a format acceptable to EY, (iii) mathematically correct, or (iv) in agreement
rvith Company records (e.g., general ledger accounts);
(c) Significant delays in responding to our requests;
(d) Deterioration in ihe quality of the Company's accounting records during the current year

in comparison to the prior year;
(e) A completed trial balance, referenced to the supporting analyses and schedules and

ñnancial statements, is not provided timely by the Cornpany;
(f Draft financial statements rvith appropriate supporting documentâtion are not prepared

accurately and timely by the Company;
(g) The engagement team, rvhile performing work on the Company's premises, is not
provided ivith high-speed access to the Internet for purposes of conductíng the engagernent.
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stockholder" is a person or entity (excluding mutual frrnds) that owns a beneficial interest of
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Signilicant Issues or Chanees
(a) Significant weaknesses are identified in the Company's internal control over financial
reporting that result in the expansion ofour audit procedures;
(b) A significant level of proposed audit adjustments;
(c) A significant number of financial statement d¡afts are submitted for our revieu' or a

signifrcant level of deficiencies in the draft financial statements;
(d) Significant new issues or changes, such as ne\tr accounting issues, changes in accounting
policies, events or transactions not contemplated in our budgets; changes in the Company's
financial reporting or IT systems, or changes in the Company's persorurel, their
responsibilities or their availabiliry.
(e) Changes in audit scope caused by events that are beyond our control.

26. In addition, fees for any consent to the use of the audit report outside of Section 1ft) of the

Addendum or any special audit-related projects, such as proposed business combinations or
research a¡rd./or consultation on special business or financial issues, will be billed separately

from the fees referred to above and may be the subject of other written agreements

supplemental to those in this Agreement

27. Canadian securities legislation requires that any reporting issuer frling an auditor's report
dated on or after March 30,2Q04 must have that report signed by an auditing firm that has

registered with the Canadian Public Accountability Board ("CPAB"). Audit firms registered

with CPAB are required to fund CPAB's costs. Fees are levied based on the most recent
audit fees as defined by CPAB, charged by the Canadian firm and reported in our
registration information. We will bill all reporting issuer clients a portion of the CPAB levy
on a recoverybasis. Your proportionate share will be based upon the most recent audit fees

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

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

determined was 1.6% of audit fees; however, the fee is subject to adjustment by CPAB.
This amount will be charged at the effective CPAB rate a¡rnually and tvill be billed when the

annual invoice is received from CPAB.

Use and Dìsclosare of the Audit Report

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

Otlter Matters

29. The Company shall provide to us copies of the printet's proofs of its annual report prior to

publication for our revierv. Management of the Company bears the pr-irnary responsibility to

ellsure the anllual report coutaíns no misrepresentations. Management is also responsible for
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identifying subsequent el,ents and providing appropriate disclosure in, and/or adjustment of,

I :1:;ii,'fi:firuffç"n:liîi,åJfflåi:ï*"""#:,i"'"""ï'""å:if,ï;'Haccepted| 
¡nancial statements and other information contained in the report, and to determine if the

I 1,1ïi:lJii:ääi,ä*,î,äi:li:îäffråï#:ffiå?fiT:å1ä::-:"Ti,:Hly
1i management and the Audit Committee as appropriate.

30. By your signature belorv, you confirm that the Company, through its Board of Directors, has

authorized the Audit Conrnittee to enter into this Agreement with us on the Company's
behalf and that you have been expressly authorized bythe Audit Committee to execute this
Agreement on behalf of; and to bind, the Company.

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

EY appreciates the opportunity to be of assistance to the Company. To confirm the terms upon
which the Company has agreed to engage EY, please have this letter signed below where
indicated and return it to Ms. Linda Zhu,70O West Georgia Skeet, P.O. Box 10101, Vancouver,
BC V7Y 1C7,Canada.

Yours very truly,

é^,r*+ +

Chartered Accountants
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Acknowledeed on behaif of the
Company's Audit Committee:

.l r'r."

7

Agreed:
Sino-Forest Corporation

Nalne David
Title: CFO

Mr. J

Chairman of Audit Committee

9
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Use and Disclosure of the Ar¡rIit Renort

(1) Annual Financial Statements

(a) EY acklrowledges that the Company is a reporting issuer under Canadian securities

legislation and/or is subject to securities legislation in otherjurisdictions and has an

obligation to:
(i) file its annual f-rnancial statements and EY's accompanying audit report (refened

to as the "audit report") with the securities regulators having jurisdiction over the

Company; and

(ii) disfribute those documents to its security holders, either as part of the

Company's annual report to shareholders (referred to as the "annual report") or

separately.

Filing those documents and/or including them in the annual report will result in such

documents being "releâsed" as that term is defîned under applicable securities laws.

EY hereby consents (within the meaning contemplated by applicable securities laws)

to the annual filing of the audit report and to the inclusion of the audit report in the

arurual report if all of the conditions set out below are met. The effective date of such

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

(i) the filing of the audit report or the distribution of the annual report, as the case

may be, occurs within 5 business days of the date of the audit report;

(ii) neither the chief executive officer nor the chief financial officer of the Company

is aware of anything which would result in the financial statements containing a

misrepresentation (as such term is defined under applicable securities lar,vs);

(iii) since the date of the audit report, no "material change" (as that term is defined

under applicable securities laws) or other event has occurred, or information has

become available, that would require disclosure in or adjustment to the financial

statements to make those statements curreil and in accordance lvith Canadian

generally accepted accounting principles as of the date that they are being

released; and

(b)
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(Ív) the consent providecl in this engagement lefter has not been rvithdrarvn in 
"vriting

before the audit report is filed and/or the annual report is distributed.
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l' (c) EY expressly does not consent to the use of ihe audit report, or the opinions

I ;J#:îTi:,llì:.1Ïiä"îffii::,ïi":*iä",T;:i,iHT:ï:l:i:i,:Tili !1"'"t 
Oarticular, EY does not consent to:

II (i) the ñling of the audit report after the outside date referred to in paragraph (UXi);

I "') H:,i,ii;å"lo""f'å::î',iå:xiJl"Hffi:1iî'J#lJl"ff,i;"'reportis
J

(iii) the inclusion of the audit report in:

(l) a prospectus, a takeover bid circular, an issuer bid circular, a directors'
circular, a rights offering circular, or other document related to a
distribution, purchase or sale of securities of the Company or another
reporting issuer;

(2) a business acquisition report or similar document filed by another reporting
issuer; or

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

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

(d) If the Companywishes to (i) file the audit report with a securities commission after
the outside date referred to in paragraph (b)(i) but within the time specif,red by the

applicable secwities legislation; or (ii) include the audit report in'the annual report if
the alnual report is distributed afler the outside date referred to in paragaph þXi)
then;

(l) a further written consent from EY is required; and

(2) EY u.ill undertake such addjtional procedures as are. required in accordance rvjth
professional standa¡ds to enable it to determine whether it can furnish its further
rwittelr consent.

If , after completion of the applicable procedures, EY is in a position to provide its further
rvrjtten consent to such use, it rvill do so in accordance with Assurance Guideline No. 44,
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The Aurlito¡''s Written Consent to the Use of the Audit Report in a Continuous Disclosure

Document, published by the Canadiart Institute of Chartered Accountânts.

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

report in any "doculrrent" or "public oral statement" (as those terms are defined under

applicable securities laws), in any manner other than that permitted under paragraph

þ) or (d), the follorving procedures will apply:

(Ð the Company will, in wríting, request EY 's further written consent to that use;

(ii) if EY agrees that the request is an appropriate use of the audit report, the

Company and EY will enter into an engagement letter setting out the terms of
such engagement, including the scope of the procedures to be undertaken by EY
and its fee for performing these services; and

(iii) EY will undertake such additional procedures as are required in accordance with
professional standa¡ds to enable it to determine whether it can furnish its further

written consent.

If after completion of the applicable procedures, EY is in a position to provide its

further written consent to such use, it will do so in accordance with Assurance

Guideline No. 44, The Auditor's lIlritten Consent to the Use of the Audit Report in a

Continuous Disclosure Document,published by the Canadìan Institute of Chartered

Accountants.

(2) Interim Financial Statements

We expressly do not consent to the use of any communication, report, statement or oplmon

prepared by EY on the interim financial statements and such commtmication may not be

lnciuded in, summari zed in, quoted from or otherwise used in any "document" or "public

oral statement" (as such terms are defined under applicable securities laws).
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Terms and Conditions

Except as otherwise specifically provided in the engagement letter or eontraet to whieh thcsc terms and

conditions are attached (coìlectively, the "Agreement") the following additional terms and conditions

shall apply. As used herein "EY" refers to the Canadian firm of Ernst & Young LLP, "EY Entíties"

means EY, all members of the global Ernst & Young network, Ernst & Young Global Limited, and any

of theirrespective affiliafes (and "EY Entify" means any one of them).

l. Services - EY shall exercise due professional care and competence in the performance ofthe services

provided pursuant to this Agreement (the "Services").

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

change in applicable law or professional standards or events beyond a parl5r's reasonable control, but

not involving its fault or negligence (any of rvhich, a "Change"), the parties agree to adjust the fees

for, and/or timing of the Services appropriately and, ifnecessary, client will obtain Audit Committee

approval of such adjustments. Each parly shall be excused from default or delay in the performance

of its obligations (other than payment obligations) under this Agreement to the extent caused by a

Change.

3. Client Data & Information - Client will provide, or cause to be provided, to EY in a timely mannçr

complete and accurate data and information ("Client Data") and access to resources as may be

reasonably required by EY to perform the Services. EY may disclose Client Data, including personal

information, to other EY Entities for the purposes of (i) rendering the Senrices, (ii) fulfilling EY
Entities' professional obligations to manage conflicts of interest and to maintain auditor

independence and (iii) implementing standardized performance recording and documentation systems

within the global Emst & Young network. EY Entities or their service providers may process and

store Client Data, which may include personal information, outside of Canada.

4. Confidentiality - Subject to the other terms of this Agreement, both client and EY agree that they

will take reasonable steps to maintain the confidentiality of any proprietary or confidential
information of the other.

5. EY Waiver Re: Tax Advice - Notwithstanding any confidentíality obligations or other restrictiorrs

on disclosure contained in this Agreement, with regard to:

(a) any oral or tvritten statement or advice related to taxes provided by EY with regard to a

person or entit,v thàt:

(i) has any fìling obligation with the US lntemal Revenue Service, or

(ii) quali{ìes as a US Controlled Foreign Corporation (i,e., a non-US corporation that has US

shareholders (US persons that directly or indirectly ou'n 10olo ol more of the total

combined voting power of all of the classes of stock of such nori-US corporation) that
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own in the aggregate more than 50% of the total vote or value of such non-US

'l corPoration)

i ft) any oral or written statement or advice regaiding US taxes or tax advice related to a

' ,ransaction that could affect a US tax; or

, I 
(c) rvhere SEC audit independence restricfions apply to the relatíonship between client and any

t EY Entity, any oral or written stâten'rent or ad.¡ice to ciient as to any potential tari
1 

.onsequences that may result from a transaction or the tax freatment of an item,

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

EY expressly authorizes client to disclose to any and all persons, rvithout limitation of any kind, any

such Tax Advice, inciuding any fact that may be relevant to understanding such Tax Advice, and all

materials of any kind (including opinions and other tax analyses) provided to client ìn relation to

such Tax Advice. However, because the Tax Advice is solely for the benefit of client and is not to be

relied upon by any other person or entity, client shall inform those to whom it discloses any such

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

6. Privacy - Client eonfirms to EY that it has obtained any consents that may be required under

applicable privacy legislation for any collection, use or disclosure of personal information that is

necessary in order for EY to provide the Serwices. EY shall adhere to applicable privacy legislation

when dealing with personal information that rvas obtained Ílom cljent. Personal information is

collected, used and disclosed by EY in accordance with EYs privacy policy, which is available at

http ://www.ey.con/ ca.

7. Auditor Oversight - Client hereby acknorvledges that EY may from time to time receive requests or

orders f¡om the Canadian Public Accountability Board or from professional, securities or other

regulatory or governmental authorities that fulfrll simìlar functions (both in Canada and abroad) to

provide them rvith information and copies of documents in EY's files including EY's workìng papers,

and other rvork-product relating to client's affairs. Client consents to EY providing or producing, as

applicable, these documents and information without further reference to, or authority from, client.

Except where prohibited by law, if a request or order is directly related to an inspection or

investigatìon of EY's audit of client, EY rvill advise client of the request or order.

When a regulatory authority requcsts access to EY's rvorking papers and other work-product relating

to client's affaírs, EY lvíll, on a reasonable efforts basis, refuse access to any document over rvhjch

client has expressly informed EY that client asserts pr-ivilege, except rvhere disclosure of documents

is required by law or requested by a provincial Institute/Order of Chartered Accountants pursuaxt to

íts statutory authority. Client must mark any document over rvhich it asserls privilege as privileged

and inform EY of the grounds lbr client's assertion of privilege (sucir as u'hetlier it clainrs solicilor-

client privilege or litigation privilege).
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EY will also be required to provide information relating to the fees that EY collects from client for

the provision ofaudit services, other accormting services and non-audit services.

8. Internet Communications - Unless otherwise agreed rvith cìient, EY and other EY Entities ntay

correspond by means of the l¡ternet or other electronic media or provide information to clier:t in

elecrronic form. There are inherent risks associated u,ith the elecffonic transmissìon of information

on tbe Internet or otherwìse. EY cannot guarantee the securiry and integrity of any electronic

communications sent or received in re]ation to this engagement and cannot guarantee that

fransmissions or other electronic information rvill be free from infection by viruses or other forms of
malicious software.

g. Right to Terminate Services - Sr.rbject to any applicable professional standards and legislation,

either paly may terminate this Agreement, with or witheut cause, by providing written notice to the

other party. hr the event of early termination, for whatever reason, client will be invoiced tbr time

and expenses jncurred up to the end of the notice period together with reasonable time and expenses

incurred to bring the engagement to a close in a prompt and orderþ manner. EY shall also have the

right, upon 7 days prior notice, to suspend performance of the Services in the event client fails to pay

any amount required to be paid under this Agreement.

10. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection wjth the

performance of the Services- The costs of adminìstrative items such as telephone, research material,

facsimile, overnight mail, messenger, administ¡ative support, among others will be billed to client at

ll.so/oof EY's fees for professional seryices. Reasonable and customary out-of-pocket expenses for

items such as travel, meaìs, accommodations and other expenses specifìcally related to this

engagement will also be charged.

I L Billing & Tares - Bills including expenses will be rendered on a regular basis as the assignment

progresses. Accounts are due when rendered. lnterest on overdue accounts js calculated at the rate

noted on the invoice commencing 30 days follo,,ving the date of the invoice. The fees, expenses and

other charges payable pursuant to this Agreement do not include taxes or duties' All applicable taxes

or dutìes, whether presently ìn force or imposed in the future, shall be assumed and paid by client

rvíthout deduction from the fees, expenses and charges hereunder'

12. Governing Larv - This Agreement shall be governed by and construed in accordance rvith the laws

of the Province of Ontario and the larvs of Canada appiicable therein, without regard to principles of

conflicts of law. The parties hereby in-evocably and unconditionaìly submit and attom to the

exclusive jurisdiction of the courts of the Province of Ontario in connection u'ith any dispute, ciaim

or other matter arising out of or relating to this Agreement or the Services'

I 3. EY Reports - EY retai¡ls ail copyright and other inteilecfual property rights in everything developed,

designed or created by EY ejther before or during the course of an engagement including systems,
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methodologies, softlvare, lcrow-how and working papers. EY also retains all copl.right and other

tl l "),
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jntellectual properly rights in all reports, advice or other communications of any kind provided to

client in any form (rwitten or otherwise) during the eourse of an engagement ("Reports"), although
client shall have the full right to use any Reports rvithi¡i its own organization. Any Reports are

provided solely for the purpose of this engagement. Subject to " EY l\aiver Re: Tax Advíce" above,

no Report (and no portion, surnmaly or abstract thereof) may be disclosed to any third parly without
EY's prior r¡nitten consent. Without limitation, except as otherwise specifically agreed in the
engagement letter into rvhich these terms and conditions are incorporated cìient agrees that it wiil
not, and w'í11 not permit others to, refer to EY or reproduce, quote or refer to any Report (or any
portion, summary or abstract thereof) in any document filed or distributéd in connection with (i) a

purchase or sale ofsecurities or (ii) continuous disclosure obligations under applicable securities

larvs- EY does not assume any duties or obligations to third parties who may obtain access to any ,

Reports- Any services or procedures performed for client will not be pìanned or conducted (i) in
conte.mplation of reliance by particular third parties (ií) with respect to any specific transaction
contemplated by a thìrd party or (iii) with respect to the interests or requirements of particular third
parties. Client may not rely on any draft Report.

14. Limitation of Liabiìity - To the fullest extent permitted by law and regardless of rvhether such

liabilify is based on breach ofconÏract, tort (including negligence), breach ofstatute, slrict liability,
failure of essential purpose or otherwise,

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

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

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

For the purposes of this section ("Linzitation of Líability'), the term EY includes all other EY Entities
and any subcontractors, members, shareholders, directors, officers, managers, peÍners cr employees

of EY or any other EY Entity.

15. Global Resources - EY may use the sen'ices of personnel fìom other EY Entities to assist it in
providing the Services. EY shall be soleìy lesponsible for the perfonnance of the Services and all of
tlie other liabilities and obligations of EY under this Agreement rvhether or not perfonned. in u,hole

or part, by EY, any other EY Entiry, or any subconfractor or personnel of any EY Entìfy. Clieni and

its affiliates or other persons or entities for or in respect of which any of the Services are provided
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J shall have no recourse, and shall bring no claim, against any EY Entity other than EY, or against any

- strbcontractors, members, shareholders, directors, offrcers, nlalìagers! parlners or employees of EY or
Ì
I any other EY Entiry, or any of their respective assets, in connection with the performance of the

' Services or otherwise under the Agreement. Other EY Entities and any subcontactors, members,

_ shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity shall

I f,ave the expïess benefit of this section and shall have the right to rely on and e.nforce any of its
I terms.

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

applicable rules and interpretations of the US Securities and Exchange Commission relating to

auditor independence and any applicable rules or guidance from a provincial lnstitute/Order of
Chartered Accountants havin g j urisdiction).
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17. Soìicitation & Hiring of EY Personnel - EY's independence could be compromised if client were to
hire certain EY personnel. Without the prior written consent of EY, client shall not solicit for
employment or for a position on its Board of Directors, nor hire, any current or former partner or
professional ernployee of any of EY, any affiliate thereof or any other EY Entity, if such partner or
professional employee has been involved in t}e performance of any audit, review, attest or assurance

service for or relating to client at any time since the date of filing of client's most recent financial
statements with the relevant securities regulator(s) or stock exchange(s) (or, if client has not
previously filed such financial statements, sjnce the beginning of the most recent fiscal year to be

covered by client's frrst such frnancial statements), or in the 12 months preceding that date.

18. Severability - h the event any provision of this Agreement is determined to be invalid, illegal or
unenforceable, in whole or in part, such provision shall be deemed severed from this Agreement to
the extent required and the ¡emaínder of this Agreement shall remain in full force and effect.

19. Legal Proceedings - In the event EY is requested by client or is required by government regulation,
subpoena, or other legal process to produce documents or personnel as witnesses with respect to the

engagement for client, and provided that EY is not a parry to the legal proceedings, chent shall
reimburse EY for professional time and expenses: as well as the fees and expenses of cotrnsel,

incurred in responding to such requests-

20. LLP Status - EY is a registered limited liabilìty parhrership ("LIP") continued under the laws of the

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

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

is not personally liable lbr any debts, obìigations or liabilities of the LLP that arise from the

negligence of another parlner or any person under that parfner's direct supervision or control. As an

LLP, EY is required to maintain certain insurance. EY's insurance exceeds the mandatory
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pr-otèssional liabilify insurance requirements established by any provincial Instjtute/Order of

Chartered Accountants.

21. il,Iiscetlaneous - EY shall provide all Services as an independent contractor and nothing shall be

construed to create a parolership, joint venture or other relationship between EY and client. Neither

parry shall have the right, power or aurhority to obligate or bind the other in any manner- This

Agreement shall not be modified except by wrinen agreement signed by the parties. This Agreement

may not be assigned in u'l:ole or in part by client without EY's prior written consent' not to be

unreasonably withheld. Any terms and provisions of this Agreernent that by their nature operate

beyond the term or expiry of this Agreement shall survive t}te termination or expiry of this

Agreement, including without limitation those provisions headed Client Data & Inþnnøtion,

ConJÌdentiality, EY Waivet' Re: Ta-x Advice, Auditor Oversíght, Limitation of Liabílity, Global

Resources, Solìcitation & Hiring of EY Personnel, and Legal Proceedings. This Agreement shall

enure to the benefit of and be binding upon the parties and their respective successors and permìtted

assigns. The provisions of this Agreement shall operate for the benefit of, and may be enforced by,

other EY Entities and any subcontractors, members, shareholders, directors, officers, managers'

parlners or employees of EY or any other EY Entity. This Agreemeltt constitutes the entire

agreement between the parties relating to its subject matter and supersedes all prior representations,

negotiations and understandings'
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Ernst & Young LLP
Chartered Accountants
Pacific Centre
700 West Georgia Street
P.O. Box 10101
Vancouver. British Columbía V7Y 1C7

-tel:6O4 891 8200
Fâxt 604 643 542,2
ey.com/ca

I

Mr. David HorsleY
Chief Financial Officer
Sino-Forest CorPoration
90 BurnhamthorPe Rd W', Suite 1208
Mississauga, ON, L5B 3C3

1 October 2009

Dear Mr. HorsleY:

1- This engagement letter, including any additionalterms that are attached, (collectively, the

"Agreement") confirms the terms upon which Ernst & Young LLP ("we" or'EY") has been

enéaged to audit and report on the consolidated financial statements of Sino-Forest

corporation ("sino-Forest" or the "company') for the year ending December 31, 2009' The

services described in this paragraph may hereafter be referred to as either'Audit Service" or

'Audit Services."

consolidated fi nancial statement a udit responsi bi lities and limitations

z. The objective of the audit is to express an opinion on whether the consolidated financial

statements present fairly, in all material respects, the financial position, results of operations

and cash flows of the Company in conformity with Canadian generally accepted accounting

principles. Should conditions not now anticipated preclude us from completing the audit and

issuing a report, we will advise the Audit Committee and management promptly and take such

action as we deem aPProPriate'

3. We will conduct the audit in accordance with Canadian generally accepted auditing standards

Those standards require that we plan and perform the audit to obtain reasonable, rather than

absolute, assurance that the consolidated financial statements taken as a whole are free of

material misstatement, whether caused by error or fraud cìr illegal acts whose consequences

have a material effect on the consolidated fìnanci alstatements. As the Company is aware, there

are inherent limitations in the audit process, includin g, for example, the use of judgment and

selective testing of data, and the fact that much of the audit evidence available to the auditor is

persuas ive rather than conclusive in nature. Furthermore , because of the nature of iraud,

including attemPts at concealment through collusion and forg ery, an audit designed and

executed in accordance with Canadian generally accepted auditing standards maY not detect a

material fraud. Further, while effective internal control reduces the I ikelihood that misstatements

will occur and remain undetected' it does not eliminate the possibility. For these reasons, we

cannot guarantee that fraud, error and illegal acts, if present, will be detected when conducting

an audit in accordance with Canadian generall y accepted auditing standards. ly,

p

I

I

1

o
there is some risk that a material

undetected. Also, an audit is not

consolidated fi nancial statements

misstatement of the financial statements would re

designed to detect error or fraud that is
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4. ln accordance with professional standards established by the canadian lnstitute of chartered

Accountants (,,ClCA"), we will communicate certain matters related to the conduct and results of

the audit to the Company's Audit Committee. Such matters include, when applicable,

disagreements with management, whether or not resolved; serious difficulties encountered in

performing the audit; our lãvel of responsibility under professional standards in Canada for the

financial statements, for internal.conirol, and for other information in documents containing the

audited financial statements; unrecorded audit differences that were determined by

management to be immaterial, both individually and in the aggregate, to the financial

statements as a whole; changes in the company's significant accounting policies and methods

for accounting for significant unusual transactions or for controversial or emerging areas; our

judgments about the quality of the company's accounting principles; our basis for conclusions

regarding sensitive accounting estimates; management's consultations, if any, with other

accountants; and major issues discussed with management prior to our retention'

5. We will obtain pre-approval from the Audit Committee for any seruices we are to provide to the

Company pursuant to the Audit Committee's pre-approval process, policies and procedures' ln

addition, in accordance with clcA Handbook section 5751, Communicafions with Those Having

Oversrþhf of the Financial Reporting Process, we will communicate in writing to the Audit

Committee any relationships betweèn EY, its partners and professional employees and Sino-

Forest (including related entities) that, in our professionaljudgment, may reasonably be thought

to bear on our iÃdependence. Further, we will confirm our independence with respect to Sino-

Forest.

6. As part of our audit, we will consider, solely for the purpose of planning our audit and

determining the nature, timing, and extent of our audit procedures, the company's internal

, control over financial reporting. our consideration of ínternal control for the audit of the financial

statements will not be sufficient to enable us to express an opinion on the effectiveness of

internal control over financial reporting or to identify all significant weaknesses'

7 . lf we determine that there is evidence that misstatements, resulting from error, other than trivial

errors, or that fraud or illegal or possibly illegal acts may exist or have occurred (other than

illegal acts that are considered inconsequential), we will bring such matters to the attention of

an appropriate level of management. The type and significance of the rnatter to be

communicated will determine the level of management to which the communication is directed

and whether the communication is also made to the Audit Committee. lf we become aware of

fraud involving senior management or fraud (whether caused by senior management or other

employees) that causes a material misstatement of the consolidated flnancial statements, we

will report this matter. directly to the Audit Committee. We will also determine that the Audit

Committee is adequately informed of misstatements, resulting from error, other than trivial

errors and illegal or possibly illegal acts that come to our attention unless they are clearly

inconsequent¡át. tn addition, we will inform the Audit Committee and appropriate members of

management of signifìcant audit adjustments, as well as related party transactions identified by
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us that are not in the normal course of operations and that involve significant judgments made

by management concerning measurement and disclosure'

B. We will communicate in writing to management and the Audit Committee all significant

weaknesses in the design or implementation of internalcontrols to prevent or detect fraud or

error noted during orr 
"rdit 

of the Company's financial statements. ln addition, if we become

aware that the Audit committee's oversight of the company's external financial reporting and

intemal control over financial reporting is ineffective, we will communicate our conclusion in

writing to the Board of Directors'

g. We also may communicate to the appropriate levels of management other opportunities we

observe for eeonomies in or improved controls over the Company's operations' The matters

communicated will be those that we identify during the course of our audit. Audits do not

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

resPonsibilities.

Reviews of unaudited interim financial information

10. we will perform a review of the Company's unaudited interim financial information in

accordance with clcA Handbook section 7050, Auditor Review of lnterim Financial statemenfs'

for the first, second and third quarters of the Company's fiscal year and we will report orally to

the Audit Committee in this regard'

11. A review of interim fínancial information consists principally of performing analytical procedures

,no m'aking inquiries of management responsible for financial and accounting matters. A review

is substantially less in scope than an audit conducted in accordance with canadian generally

accepted auditing standards, the objective of which is the expression of an opinion regarding

the financial statements taken as a whole. Accordingly, we will not express an opinion on the

interim financial information'

12. Areview includeS obtaining sufficient knowledge of the entity's business and its internal control

as it relates to the prup"r"iíon of both annual and interim financial information to: identify the

types of potential material misstatements in the interim fìnancial information and consider the

líkelihood of their occurrence; and select the inquiries and analytical procedures that will provide

us with a basis for communicating whether we are aware of any material modifications that

should be made to the interim financial information for it to conform with Canadian generally

accePted accounting PrinciPles'

13. A review is not designed to provide assurance on internal control or to identify significant

weaknesses. However, we will communicate with the Audit Committee regarding any significant

weaknesses noted during our review procedures'
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14. lf , during our review procedures, we determine there is evidence that fraud or illegal or possibly

illegal acts exíst or may have occurred (other than illegal acts that are clearly inconsequential),

we will bring such matters to the attention of an appropriate level of management. lf we become

aware of fraud involving seníor management or fraud (whether caused by senior nianagement

or other employees) that causes a material misstatement of the interim financial information, we

will report this matter directly to the Audit Committee. We will determine that the Audit

Committee is adequately informed of illegal acts that come to our attention unless they are

clearly inconsequential. We also will inform the Audit Committee and appropriate members of

management of signifìcant unrecorded differences noted during our review procedures.

Management's responsibilities and representations

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

interim financial information in accordance with Canadian generally accepted accounting

principles are the responsibility of the management of the Company. Management is

responsible for estabiishing and maintaining etfective internal controls, for properly recording

transactions in the accounting records, for safeguarding assets, and for identifying and ensuring

that the Company complies with the laws and regulatÍons applicable to its activities.

16. Management of the Company is responsible for providing us with and making available

compiete financial records and related data and copies of all minutes of meetings of

shareholders, directors and committees of directors; information relating to any known or

probable instances of non-compliance with legislative or regulatory requirements, íncluding

iinancial reporting requirements; and information regarding all related parties and related party

transactions. Failure to provide this information on a timely basis may cause us to delay our

report, modify our procedures or even terminate the engagement.

17. Management of the Company is responsible for adjusting the consolidated financial statements

and unaudited interim financial information to correct material misstatements and for affirming

to us in its representation letter that the effects of any unrecorded differences accumulated by

us during the applicable Audit Servíce and pertaining to the latest period presented are

immaterial, notñ ¡nOiv¡Oually and in the aggregate, to the consolidated financial statements and

unaudited interim financial information taken as a whole'

18. The design and implementation of internal controls to prevent and detect fraud and error are the

responsibility of the company's management, as is an assessment of the risk that the

consolidated financial statements may be materially misstated as a result of fraud' Management

of the Company is responsible for apprising us of all known instances of fraud or suspected

fraud, illegal or possibiy illegal acts and allegations involving financial improprieties received by

management oithe Audit Committee (regardless of the source or form and including, without

limitation, allegations by "whistle-blowers," employees, former employees, analysts, regulators
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or others), and for providing us full access io information and facts relating to these instances

and allegations, and any ínternal ínvestigations of them, on a timely basís. Allegations of

financial improprieties incÌude allegations of manipulation of financial results by management or

employees, misappropriation of assets by management or employees, intentional circumvention

of internal controls, inappropriate influence on related party transactions by related parties,

intentionally misleading EY, or other allegations of illegal acts or fraud that could have a non-

trivial effect on the financial statements or otherwise affect the financial reporting of the

Company. lf the Company limits the information otherwise available to us under this paragraph

(based on the Company's claims of solicitor/client privilege, litigation privilege, or otherwise), the

Company will immediately inform us of the fact that certain informatíon is being withheld from

us. Any such withholding of information could be considered a restriction on the scope of our

Audit Services and may prevent us from opining on the Company's finaneial statements;

prevent us from consenting to the inclusion of previously issued auditor's reports in future

Company filings; or otherwise affect our ability to continue as the Company's auditors. We will

. disclose any such withholding of information to the Audit Committee.

19. As required by Canadian generally accepted auditing standards, we will make speeific inquiries

of management about the representations contained in the consolidated financial statements

and unaudited interim financial information. Management is responsible for affirming to us in its

representation letter and providing us information regarding the recognition, measurement and

disclosure of specific iterns, including but not limited to the following:

. its assessment of the reasonableness of signifìcant assumptions underlying fair value

measurements and disclosures in the consolidated fìnancial statements or used to support

amounts in the consolidated financial statements;

. añy plans or intentions that may affect the carrying value or classification of assets and

liabilities;

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

. an assessment of all areas of measurement uncertainty known to management that are

required to be dlsclosed in accordance rryith CICA HB Section 1508, Measurement

UncertaintY,

. information relating to claims and possible claims, whether or not they have been discussed

with the ComPanY's legal counsel;

" information relating to other liabilities and contingent gains or losses, including those

associated with guarantees, whether written or oral, under which the Company is

contingentlY liable;
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. information on whether the Company has satisfactory title to assets, whether liens or

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

. information relating to compliance with aspects of contractual agreements that may affect the

consolidated financial statements; and

. information concerning subsequent events.

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

members of management to confirm significant representations on matters that are directly

related to itemè that are material, either ind.ividually or in the aggregate, to the consolidated

financial statements; matters that are not directly related to items that are materialto the

consolidated fìnancial statements but are significant, either individually or in the aggregate to

the engagement; and those that are relevant to your judgments or estimates that are material,

either individually or in the aggregate, to the consolidated financial statements. The responses

. to the inquiries of management, the written representations from management and the results

of our procedures comprise the evidential matter we will rely upon in completing the applicable

Audit Service.

21. Management of the Company is responsible for advising us of any documents or other

information provided during the course of the audit over which it intends to assert a claím of

privilege and should mark any such documentation aeeordingly as further described in the

attached additional Terms and Conditions (refer to the provision captioned "Auditor Oversight').

22. Management shall make appropriate inquiries of the Company's officers, directors, and

substantial stockholders to determine whether any business relationships exist between any

such officer, director, or substantialstockholder (or any entity for or of which such an officer,

director, or substantial stockholder acts in a similar capacity) and EY or any other member firm

of the global Ernst & Young organization, other than one pursuant to which such a member firm

performs professional services. For this purpose, a "substantial stockholder' is a person or

entity (excluding mutual funds) that owns a beneficial interest of five percent or more of the

Company.

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

upon EY's indePendence.
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Fees and billings

24. We estimate that the fee for our audit of the 2009 consolidated financial statements will range

from $775,000 to 9862,000 plus out of pocket expenses and the reviewof the unaudited interim

fìnancial information will be $75,000 plus out of pocket expenses per quarter' However' our

actualfee may exceed our estimated fee based on changes to the business (e.g,, nature of the

business or change in business entities) or additional scope work. out-of-scope activities will be

agreed with management on a weekly basis throughout the course of the audit and will be billed

ai a rate ranging from $1BO to $200 per hour. We will submit our invoices in accordance with

the agreed ,poñ Uitling schedule, and payment of them will be made upon receipt'

25. Our estimated fees and schedule of performance are based upon, among other things, our

preliminary review of the Company's rècords and the representations Company personnel have'

made to us, and are dependent upon the Company's personnel providing a reasonable level of

assistance during the Audit Services. Should our assumptions with respect to these matters be

incorrect or should the results of our procedures, the condition of the records, degree of

cooperation, or other matters beyond our reasonable control require additionalcommitments by

us beyond those upon which our estimated fees are based, we may adjust our fees and planned

completion dates. Circumstances ihat may significantly affect the targeted completion dates

and our fee estimate include, but are not limited, to the following:

Audit facilitation

(a) changes to the timing of the engagement at the company's request;

(b) Audit schedules are not (i) provided by the Company on the date requested, (ii) completed in

a format acceptable to EY, (iii) mathematically correct, or (iv) in agreement with Company

records (e.g-, general ledger accounts);

(c) Significant delays in responding to our requests;

(d) Deterioration in the quality of the company's accounting records during the current year in

comparison to the Prior Year;

(e) A completed trial balance, referenced to the supporting analyses and schedules and financÌal

statements, is not provided timely by the Company;

(Ð Draft financial staternents with appropriate supporting documentation are not prepared

accurately and timely by the Company;

(g) The engagement team, while performing work on the Company's premises' is not provided

with high-speed access to the lnternet for purposes of conducting the engagement'
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Sionifìcant issues or changes

(h) Sígnificant weaknesses are identified in the Company's internal control over financial

reporting that result in the expansion of our audit procedures;

(¡) A significant level of proposed audit adjustments;

(¡) A significant number of financial statement drafts are submitted for our review or a significant

level of deficiencies in the draft financial statements;

(k) Significant new issues or changes, such as new accounting issues, changes in accounting

policies, events or transactions not contemplated in our budgets; changes in the Company's

financialreporting or lT systems, or changes in the Company's personnel, their

responsibilities or their availability.

(l) Changes in audit scope caused by events that are beyond our control.

26. ln addition, fees for any consent to the use of the audit report outside of Section 1(b) of the

Addendum or any special audit-related projects, such as proposed business combinations or

research and/or consultation on special business or financial issues, will be billed separately

from the fees referred to above and may be the subject of other written agreements

supplemental to those in this Agreement

27. Canadian securities legislation requires that any reporting issuer filing an auditois report dated

on or after March 30, 2OO4 must have that report signed by an auditing firm that has registered

with the Canadiän public Accountabitity Board ('CPAB"). Audit firms registered with CPAB are

required to fund CpAB's costs. Fees are levied based on the most recent audit fees as defined

by CpAB, charged by the Canadian firm and reported ín our registration information. We will bill

ail reporting issuer clients a portion of the CPAB levy on a recovery basís. Your proportionate

share will be based upon the most recent audit fees reported to CPAB and billed for your

engagement, multiplied by the annual levy rate set by CPAB. CPAB sets the rate annually and

the fee for the most recent year that has been tJetermined was 1.6% of audit fees; however, the

fee is subject to adjustment by CPAB. This amount will be charged at the effective CPAB rate

annually and will be billed when the annual invoice is received from CPAB.

LIse and disclosure of the audit report

28. The use and disclosure of EY's audit report shall be governed by the terms of the Addendum

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

2g. The Company shall provide to us copies of the printer's proofs of its annual report priorto

publicatíon for our review. Management of the Company bears the primary responsibility to

ensure the annual report contains no misrepresenfations. Management is also responsíble for

identifying subsequent events and providing appropriate disclosure in, and/or adjustment of, the

audited financial statements as a result of such events as required by generally accepted

accounting principles. We will review the report for consistency between the annual financial

statements and other information contained in the report, and to determine if the financial

statements and our report thereon have been accurately reproduced. lf we identity any errors or

inconsistencies which may impact on the fìnancial statements, we will advise management and

the Audit Committee as appropriate.

30. The attached additional Terms and conditions form an integral part of this engagement letter

and govern our respective rights and obligations arising therefrom-

Ey appreciates the opportunity to be of assistance to the Company' To confirm the terms upon

which the Company has agreed to engage EY, please have this letter signed below where indicated

and return it to Ms. Linda Zhu, 700 WesiGeorgia Street, P.O. Box 10101, Vancouver, BC V7Y 1C7,

Canada.

Yours very truly,

+ f*-TLL?

Ghartered Accountants

Agreed:

Sino-Forest GorPoration

Acknowledged on behalf of the

Company's Audit Co

By: By:

Mr. Jamie

Chairman of Audit Gommittee

9

I

i{
J

Lc
l

J

l
l

l
l

Name:

Title:

rsley

Chief Financial Officer

i

Title

me

@

I have the authority to bind the Company
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Addendum

Use and disctosure of the audit report

Annual financial statements

(a) EY acknowledges that the Company is a reporting issuer under Canadian securities

legislation and/or is subject to securities legislation in other jurisdictions and has an

obligation to:

(i) file its annual financial statements and EY's accompanying audit report (referred to as the

'audit report") with the securities regulators having jurisdietion over the Company; and

(ii) distribute those documents to its security hotders, either as part of the Company's annual

report to shareholders (referred to as the "annual report") or separately.

Filing those documents and/or including them in the annual report will result in such

documents being 'released" as that term is defined under applicable securities laws'

(b) Ey hereby consents (within the meaning contemptated by applicable securities laws) to the

annual filing of the audit report and to the inclusion of the audit report in the annual report if

all of the conditions set out below are met. The effective date of such consent is deemed to

be the date of the audit report. The conditions are as follows:

(i) the filing of the audit report or the distribution of the annual report, as the case may be'

occurs within 5 business days of the date of the audit report;

(ii) neither the chief êxecutive officer nor the chief financial offìcer of the Company is aware

of anything which would result in the financial statements containing a misrepresentation

(as such term is defined under applicable securities laws);

(iii) since the date of the audit report, no "material change" (as that term is defined under

applicable securities laws) or other event has occurred, or information has become

available, that would require disclosure ín or adjustment to the fìnancial statements to

make those statements current and in accordance with Canadian generally accepted

accounting principles as of the date that they are being released; and

(iv) the consent provided in this engagement letter has not been withdrawn in writing before

the audit report is filed and/or the annual report is distributed.
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(c) Ey expressly does not consent to the use of the audit report, or the opinions expressed in

the audit report, in any "document" or "public oral statement" (as those terms are defined

under applicable securities laws), in any other circumstance. ln particular, EY does not

consent to:

(¡) the filing of the audit report after the outside date referred to in paragraph (bXi);

(ií) the inclusion of the audit report in the annual report if the annual report is distributed after

the outside date referred to in paragraph (b)(i);

(iii) the inclusion of the audit report in:

(1) a prospectus, a takeover bid circular, an issuer bid circular, a directors' cireular, a

rights offering circular, or other document related to a distributíon, purchase or sale of

securities of the Company or another reporting issuer;

(2) a business acquisition report or similar document filed by another reporting issuer; or

(3) any ,,documenf' (as that term is defìned under applicable securities laws) other than

as specified in 1(b); or

(iv) the Company or any other person summarizing or quoting from the audit report in any

"document' or "public orat statement' (as those terms are defíned under applicable

securities laws).

(d) lf the Company wíshes to (i) file the audit report with a securities commission after the

outside date referred to in paragraph (bXi) but withÍn the time specified by the applicable

securities legislation; or (ii) include the audit report in the annual report if the annual report is

distributed after the outside date referred to in paragraph (b)(i) then;

(1) a further written consent from EY is required; and

(2) Ey will undertake such additional procedures as are required in accordance with

professional standards to enable it to determine whether it can furnish its further

written consent.

lf, after completion of the applicable procedures, EY is in a position to provide its further

written consent to such use, it will do so in accordance with Assurance Guideline No' 44, Ihe

Auditot's written consent to the {Jse of the Audit Report in a continuous Disclosure

Document, published by the Canadian lnstitute of Chartered Accountants'
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(e) lf the Company wishes to include, summarize, quote from or otheru¡ise use the audit report in

any "docum"nt" or "public oral statement" (as those terms are defined under applicable

securities laws), in any manner other than that permitted under paragraph (b) or (d), the

following procedures will aPPlY.

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

(ii) ¡f Ey agrees that the request is an appropriate use of the audit report, the Company and

Ey will enter into an engagement letter setting out the terms of such engagement,

including the scope of the procedures to be undertaken by EY and its fee for 'performing

these services; and

(¡ii) Ey will undertake such additionalprocedures as are required in accordance with

professional standards to enable it to determine whether it can furnish its further written

consent.

lf, after completion of the applicable procedures, EY is in a position to provide its further

written consent to such use, it will do so in accordance with Assurance Guideline No. 44, The

Auditofs Written Consent to the lJse of the Audit Report in a Continuous Drsc/osure

Document, published by the Canadian lnstitute of Chartered Accountants.

2. lnterim financial statements

We expressly do not consent to the use of any communication, report, statement or opinion

prepared by Ey on the interim financialstatements and such communication may not be

included in, summarized in, quoted from or otherwise used in any "document" or'public oral

statement" (as such terms are defined under applicable securities laws).
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Terms and Gonditions

Except as otherwise specifically provided in the engagement letter or contract to which these terms

and conditions are attached (collectively, the "Agreement") the following additionalterms and

conditions shall apply. As used herein "EY" refers to the Canadian firm of Ernst & Young LLP. "EY

Entities" means EY, all members of the global Ernst & Young netwqrk, Ernst & Young Global

Limited, and an'y of their respective affiliates (and "EY Entity" means any one of them).

1. Services - Ey shall exercise due professional care and competence in the performance of the

services provided pursuant to this Agreement (the "services").

Z. Unexpected events - lf ehanges to the scope or timing of any Services are required because of

a change in applicable law or professional standards or events beyond a par$'s reasonable

control, but not involving ìts fault or negligence (any of which, a "Change"), the parties agree to

adjust the fees for, and/or timing of, the Services appropriately and, if necessary, Client will

obtain Audit Committee approval of such adjustments. Each party shall be excused from default

or delay in the performance of its obligations (other than payment obligations) under this

Agreement to the edent caused by a Change-

3. Client data and information - Client will provide, or cause to be provideà, to EY in a timely

manner complete and accurate data and information ("Client Data") and access to resources as

may be reasonably required by EY to perform the Services. EY may disclose Client Data,

including p"rron"iinformation, to other EY Entities for the purposes of (i) rendering the Services,

(ií) fulfilling Ey Entities' professional obligations to manage conflicts of interest and to maintain

auditor independence and (iii) implementing standardized performance recording and

documentation systems within the global Ernst & Young network. EY Entities or their servíce

providers may process and store Client Data, which may include personal information, outside of

Canada.

4. Confidentiality - Subject to the other terms of this Agreement, both Glient and EY agree that

they will take reasonable steps to maintain the confidentiality of any proprietary or confidential

information of the other-

S. privacy - Client confirms to EY that it has obtained any consents that may be required under

applicable privacy legislation for any collection, use or dîsclosure of personal information that is

necessary in ordår fór EY to provide the Services. EY shall adhere to applicable privacy

legislation when dealing with personal information that was obtained from Client- Personal

information is collected, useo and disclosed by EY in accordance wíth EY's privacy policy, which

is available at http://www-ey-com/ca.
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6. Auditor oversight - Client hereby acknowledges that EY may from time to time receive requests

or orders from the Canadian Public Accountability Board or from professional, securities or other

regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to

provide them with information and copies of documents in EY's files including EY's working

paþers, and other work-product relating to Client's affairs. Client consents to EY providing or

producing, as applicable, these documents and information without further reference to, or

.authority from, Client. Except where prohibited by law, if a request or order is directly related to

an inspection or investigation of EY's audit of Ctient, EY will advise Client of the request or order.

When a regulatory authority requests access to EY's working papers and other work-product

relating to Client's affaírs, EY will, on a reasonable efforts basis, refuse access to any document

over which Client has expressly informed EY that Client asserts privilege, except where

disclosure of docurnents is required by law or requested by a provincial lnstitute/Order of

Chartered Accountants pursuant to its statutory authority. Client must mark any document over

which it asserts privilege as privileged and inforrn EY of the grounds for Client's assertion of

privilege (such as whether it claims solicitor-Client privilege or litigation privilege).

Ey will also be required to provide information relating to the fees that EY collects from Client for

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

T. lnternet communications - Unless otherwise agreed with Client, EY and other EY Entities may

correspond by means of the lnternet or other electronic media or provide information to Client in

electronic form. There are inherent risks associated with the electronic transmission of

information on the lnternet or otherwise. EY cannot guarantee the security and integrity of any

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

that transmissions or other electronic information wilt be free from infection by viruses or other

forms of malicious software.

B. Right to terminate services - Subject to any applicable professional standards and legislation,

either party may terminate this Agreement, with or without cause, by providing written notice to

the other party. ln the event of early termination, for whatever reason, Client wÍll be invoiced for

time and expenses incurred up to the end of the notice period together with reasonable time and

expenses incurred to bring the engagement to a close in a prompt and orderly manner- EY shall

also have the right, upon 7 days prior notice, to suspend pedormance of the Services in the

event Client fails to pay any amount required to be paid under this Agreement-

g. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with

the performance of the Services. The costs of administratíve items such as telephone, research

material, facsimile, overnight nÍail, messenger, administrative support, among others wÍll be

billed to client at 11.5% of EY's fees for professional services. Reasonable and customary out-

of-pocket expenses for items such as travel, meals, accommodations and other expenses

specifically related to this engagement will also be charged'
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10. Billing and taxes - Bills including expenses will be rendered on a regular basis as the

assignment progresses. Accounts are due when rendered. lnterest on overdue accounts is

calculated at the rate noted on the invoice commencing 30 days following the date of the invoice.

The fees, expenses and other charges payable pursuant to this Agreement do not include taxes

or duties. All applicable taxes or duties, whether presently in force or imposed in the future, shall

be assumed and paid by Client without deduction from the fees, expenses and charges

hereunder.

11. Governíng law - This Agreement shalt be govemed by and construed in accordance with the

laws of the Province of Ontario and the laws of Canada applicable therein, without regard to

principles of conflicts of law. The parties hereby irrevocably and unconditionally submit and

attorn to the exclusive jurisdietion of the courts of the Province of Ontario in connection with any

dispute, ctaim or other matter arising out of or relating to this Agreement or the Services.

12. Ey reports - Ey retains all copyright and other intellectual property rights in everything created

by Ey before or during the course of an engagement, including all EY reports, advice or other

Ey communications of any kind ("EY Reports") and all methodologies, tools, systems, software

and working papers created by EY. Any EY Reports are intended solely for the purpose

described in the engagement letter or contract to which these terms and conditions are attached-

Except as otherwisã specifìcally agreed in such engagement letter or contract Client shallnot

refer to Ey or reproduce, quote or refer to any EY Report (or any portion, summary or abstract

thereof) in any document filed or distributed in connection with (i) a purchase or sale of securities

or (ii) continuous disclosure obligations under applicable securities laws. EY assumes no duty,

obligation or responsibility whatsoever to any third parties that obtain access to an EY Report

(i.e. parties other than those to whom an EY Report is addressed). Any services or procedures

performed for Client will not be planned or conducted (i) in contemplation of reliance by third

parties (ii) with.respect to any specific transactions cpntemplated by third parties or (iii) with

respect to the interests or requirements of third parties. Client may not rely on any draft EY

Report.

13. Limitation of liability - To the fullest extent permitted by law and regardless of whether such

liability ís based on breach of contract, tort (inctuding negligence), breach of statute, strict

liability, faiture of essential purpose or otherwise,

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

only be liable for its proportionate share of any total liability based on degree of fault having

regard to the contribution to any toss or damage in question of any other persons responsible

and/or liable for such loss and damage,
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(b) in no event shall either party be liable to the other for any consequential, incidental, indirect,

punitive or special damages (including loss of profits, data, business or goodwill) in

connection with the performance of the Services or otherwise under this Agreement, even if

the relevant party has been advised of the likelihood of such damages; and

(c) in any case the total aggregate liability of EY arising out of or relating to this Agreement or

the Services shall be limited to the greater of (i) the total fees paid to EY for the Services and

(i¡) $1,000,000. This paragraph (c) shall not limit liability for death, bodily injury, physical

damage to tangible property, fraud or wilful misconduct.

For ihe purposes of this section ("Limitation of Liability"), the term EY includes all otþer EY

Entities and any subcontractors, members, shareholders, directors, officers, managers' partners

or employees of EY or any other EY Entity.

14. Gtobal resources - Ey may use the services of personnelfrom other EY Entities to assist it in

providing the Services. Ey shall be solely responsible for the performance of the Services and all

of the other liabilities and obligations of EY under this Agreement whether or not performed, in

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

Client and its affìliates or other persons or entities for or in respect of which any of the Services

are provided shall have no recourse, and shall bring no claim (whether in contract, tort, or

otherwise) against any EY Entity other than EY, or against any subcontractors' members,

shareholders, directors, officers, managers, pafiners or employees of EY or any other EY Entity,

or any of their respective assets, in connection with the performance of the Services or othenrvise

under the Agreement. Other EY Entities and any subcontractors, members, shareholders,

directors, officers, managers, partners or employees of EY or any other EY Entity shall have the

express benefit of this section and shall have the right to rely on and enforce any of its terms'

15. No application - The preceding two sections (Limitation of Liability, Global Resources) shall not

apply to the extent prohibited by applicable law or regulation (including for these purposes

applicable rules and interpretations of the US Securities and Exchange Commission relating to

auditor independence and any applicable rules or guidance from a provincial lnstitute/order of

Chartered Accountants having jurisdiction)-

16. Solicitation and hiring of EY personnel - EY's independence could be compromised if Client

were to hire certain EY personnel. Without the prior written consent of EY, Client shall not solicit

for employment orfor a position on its Board of Directors, nor hire, any current or former partner

or professional employee of any of EY, any affiliate thereof or any other EY Entíty, if such

partner or professional employee has been involved in the performance of any audit, review,

attest or assurance service for or relating to Client at any time since the date of filing of Client's

most recent flnancial statements with the relevant secúrities regulator(s) or stock exchange(s)

(or, íf C¡ient has not previously filed such financial statements, since the beginning of the most

recent fiscalyear to be covered by Client's first such financial statements), or in the 12 months

preceding that date.
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17. Severability - ln the event any provision of this Agreement is deterrnined to be invalid, illegalor

unenforceable, in whole or in part, such provísion shall be deemed severed from this Agreement

to the extent required and the remainder of this Agreement shall remain in full force and effect.

18, Legal proceedings - ln the event EY is requested by Client or is required by government

regulation, subpoena, or other legal procêss to produce documents or personnel as witnesses

with respect to the engagement for Client, and provided that EY is not a party to the legal

proceedings, Client shall reimburse EY for professional time and expenses, as well as the fees

and expenses of counsel, incurred in responding to such requests.

1g. LLP status - EY is a registered limited liability partnership ("LLP") continued under the laws of

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

Canadian provinces. Generally, a partner of an LLP has a degree of limited liability protection in

that he or she is not personally liable for any debts, obligations or líabilities of the LLP that arise

from the negligence of another partner or any person under that partne/s direct supervision or

control. As an LLP, EY is required to maintain certain insurance. EY's insurance exceeds the

mandatory professional liability insurance requirements established by any provincial

I nstitute/Order of Chartered Accountants.

20. Misce¡aneous - EY shall provide allservices as an independent contractor and nothing shallbe

construed to create a partnership, joint venture or other relationship between EY and Glient.

Neither party shall have the right, power or authority to obligate or bínd the other in any manner-

This Agreement shall not be modified except by written agreement signed by the parties. This

Agreement may not be assigned in whole or in part by Client without EY's prior written consent,

not to be unreasonably withheld. Any terms and provisions of thís Agreement that by their nature

operate beyond the term or expiry of this Agreement shallsurvive the termination or expiry of

this Agreement, including without limitation those provisions headed Client Data & lnformation,

Confidentiality, Auditor Oversight, Limitation of Liability, Global Resources, Solicitation & Hiring

of Ey personnel, and Legal Proceedings. This Agreement shall enure to the benefit of and be

binding upon the parties and their respective successors and permitted assigns. The provisions

of this Agreemeni shall operate for the beneflt of, and may be enforced by, other EY Entities and

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

employees of EY or any other EY Eniity. This Agreement constitutes the entire agregment

between the parties relating to its subject matter and supersedes all prior representations,

negotiations and understandings.
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December 7,2010

Mr. David HorsleY
Chief Financial Officer
Sino-Forest CorPoration
90 BurnhamthorPe Rd W., Suite 1208

Mississauga, ON, L5B 3C3

Dear Mr. HorsleY:

1- This Engagement Letter, together with the attached General Terms and Conditions for Audit

and Reùew Engagements,lcollectively, this "Agreement"), confirms the terms and conditions

upon which Ernstä Young LLP ("we" or "EY") has been engaged to audit and report on the

consolidated financial statements of Sino-Forest Corporation (the "Company") for the year

ending December 31, 2010. We have also been engaged to review and report on the

Company,s unaudited interim financial information for the first, second and third quarters of the

Company's fiscalyear. The services described in lhis paragraph may hereafter be referred to

as either the "Audit Services" or the "Services"'

Audit responsibilities and limitations

Z. The objective of our audit is to express an opinion on whether the consolidated fìnancial

statements present fairly, in all material respects, the financial position, results of operations

and cash flows of Sino-Êorest Corporation in accordance with Canadian generally accepted'

accounting principles- Should conditions not now anticipated preclude us from completing our

audit and issuinçj a report (the "Reporf') as contemplated by this Agreement, we will advise you

and the Audit Committee promptly and take such actíon as we deern appropriate'

We will conduct the audit in accordance with Canadian auditing standards as promulgated by

the Canadian lnslitute of Chartered Accountants ('CICA'). Those standards require that we

comply w1h ethicat requirements and plan and perform the audit to obtain reasonable' rather

than absolute, assurance about whether the consolidated fìnancial statements are free of

material misstatement, whether due to fraud or error. There are inherent limitations in the audit

process, including, for example, the use of judgment and selective testing of data and the

þossibility that collusion or forgery may preclude the detection of material error, fraud, or illegal

åcts. AcJordingly, there is some risk that a material mísstatement of the consolidated financial

statements may remain undetected. Also, an audit is not designed to detect fraud or error that

is immaterial to the consolidated financial staternents'
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As part of our audit, we will consider, solely for the purpose of planning our audit and

determining the nature, tim¡ng and extent of our audit procedures, the Company's internal

control over financial reporting. This consideration will not be suffìcient to enable us to express

an opinion on the effectiveness of internal control or to identify all significant deficiencies.

ln accordance with the standards established by the CICA, we will communicate certain

matters related to the conduct and results of the audit to the Audit Committee' Such matters

include:'

opinion on the consolidated fìnancial statements that have been prepared by management

with the oversight of the Audit Committee and that'such an audit does not relieve

mänagement and the Audit Committee of their responsibilities;

atout the signifiðant qualitative aspects of the Companf s accounting practices, including

accounting policies, accounting estimates, and financial statement disclosures; (2)

significanidifficulties, if any, encountered during the audit; (3) unconected misstatements'

other than those we believe are trivial; (4) disagreements with management, if any,

whether or not satisfactorily resolved; and (5) other matters, if any, arising from the audit

that are, in our professionaljudgment, significant and relevant to those charged with

governance regarding the oversight of the financial reporting process, includiirg significant

matters in connection with the.Company's related parties; and

from the audit that were discussed, or the subject of conespondence, with mãnagement.

We will obtain pre-approval from the Audit Committee for any services *" 
"ru 

to provide'to tli'e

Company pursuant to the Audit Committee's pre-approval process, policíes and procedures' ln

additìon, in accordance with Canadian auditing standards, we will communicate in writing to the

Audit Commiltee any relationships between EY, its partners and professional employees and

Sino-Forest Coçoration (including related entities) that, in our professionaljudgment' may

reasonably be thought to bear on our independence. Further, we will confirm our independence

with respect to Sino-Forest Corporatíon.

ln addition, we will communicate all relationships and other matters between EY, other member

firms of the global Ernst & Young organization ("network firms") and the Company that, in our

professionaijudgment, ,n"y re"sonábly be thought to bear on independence (including total

iees charged during the period covered by the consolidated financial statements for audit and

non-audit seryices provided by EY and network firms to the Company and components

controlled by the Company) and the related safeguards that have been applied to eliminate

identified threats to independence or reduce them to an acceptable level- Further, we will

confirm that the engagement team and others in EY as appropriate, EY and, when applicable'

network firms have complied with relevant ethical requìrements regarding independence.

lf we determine that there ís evidence that fraud or possible non-compliance with laws and

regulations may have occurred, we will bring such matters to the attention of the appropriate

level of management. lf we become aware of fraud involving management or fraud involving
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ernployees who have significant roles in internal control or others where the fraud results in a

material misstatement of ihe consolidated fìnancial statements, we will report this matter

directly to the Audit Committee. We will communicate with the Audit Committee matters

involving non-compliance with laws and regulations that come to our attention unless they are

clearly inconsequential

g. We will communicate in writing significant deficiencies in internal control identified during the

audit of the Company's consolidated financial statements.

10, We also may communicate our observations as to the potential for economies in, or improved

controls over, the Company's operations.

Review of unaudited interim financial information

11. Our review of the Company's unaudited interim financial information will be performed in

accordance with CICA Handbook Section 7050, Auditor Review of lnterim Financial

Statements and we will report orally to the Audit Committee in this regard-

12. A review of interim fìnancial information consists of making inquiries, primarily of persons

responsible for financial and accounting matters, and applying analytical and other review

procedures. A review is substantially less in scope than an audit conducted in accordance with

Canadian auditing standards and consequently does not enable us to obtain assurance that we

would become aware of all significant matters that m¡ght be identified in an audit. Accordingly,

we will not express an audit opinion on the interim fìnancial information.

13. A review includes obtaining a sufficient understanding of the Company's business and its

internal control as it relates to the preparation of the interim financial information to: ídentify the

types of potential misstatements in the interim financial information and consider the likelihood

of their occurrence; and select the inquiries, analytical and other review procedures that will

provide us with a basis for reporting whether anything has come to our attention that causes us

to believe that the interim financial information is not prepared, in all material respects, in

accordance with canadian generally accepted accounting principles.

14. you agree that where any document containing interim fìnancial information includes a

reference to us having reviewed the interim financial information,'our interim review report will

also be included in the document-

Management's responsibilities and representations

15. Our audit will be conducted on the basis that managernent and where appropriate, the Audit

committee, acknowledge and understand that they have responsibility:

(a) For the preparation and fair presentatíon of the consolidated financial statements and

unaudited interim financial infqrmation in accordance with Canadian generally accepted

accounting PrinciPles;

(b) For such internal control as management determines is necessary to enable the

preparation of the consolidated financial statements and unaudited interim financial

information that are free from mãterial misstatement, whelher due to fraud or error; and
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(c) To provide us with: 1) access, on a timely basis, to all information of which management is

aware that is relevant to the preparation of the consolidated financial statements and

unaudited interim financial information such as records, documentation and other matters;

2) additional information thal we may request from management for the purpose of the

audih and 3) unrestricted access to persons within the Company from whom we determine

it necessary to obtain audit evidence, their personnel and their auditors for purposes of the

group audit.

Managemenf s failure to provide us with the information referred to above or access to

p"r"oñ" within the Company may cause us to delay our report, modify our procedures, or

even terminate our engagement-

16. Management is also responsible for adjusting the consolidated financial statemenls and

unaudited interim financial information to correct material misstatements identified by us during

the applicabfe Audit Service and pertaining to the latest period presented and for affirming to

us in its representation letter that they believe the effects of unrecorded misstatements are

immaterial, individually and in aggregate, to the consolidated financial statements and

unaudited interim financial information as a whole.

17. Management is responsible for apprising us of all allegations involving financial improprieties

receivèd by management or the Audit Committee (regardless of the source or form and

including, without limitation, allegations by 'whistle-blowers,o employees, former employees,

analysts, regulators or others), and providing us full access to these allegations and any

internal investigations of them, on a timely basis. Allegations pf financial improprieties include

allegations of manipulation of financial results by management or employees, misappropriation

of assets by management or employees, intentional circumvention of internal controls,

inappropriate influence on related party transactions by related parties, intentionally miSleading .

Ey, or other allegations of illegal acts or fraud that could result in a misstatement of the

consolidated fìnancial statements or otherwise affect the financial reporting of the Company- lf

the Company limits the information otherwise available to us under this paragraph (based on

the Company's claims of solicitorklient privilege, lítigation privilege, or otherwise), the

Company will immediately inform us of the fact that certain information is being withheld from

us. Any iuch withholding of information could be considered a restriction on the scope of the

audit and may prevent us from opining on the Company's consolidated fìnancial staternents;

prevent us from consenting to the inclusion of previously issued auditors' reports in future

Company filings; alter the form of report we may issue on such financial statements; or

otherwise affect our ability to continue as the Company's independent auditors. We will

disclose any such withholding of information to the Audit committee.

1g. We will make speeific inquiries of management about the representations contained in the

consolidated financial statements and unaudited interirn financial information- At the conclusion

of the engagement, we will also obtain written representations from management about these

matters, ãnd that management (1) has fulfilled its responsibility for the preparation and fair

presentation of the consolidated financial statements and unaudited interim fìnancial

information in accordance with Canadian generally accepting accounting principles and that all

transactions have been recorded and are reflected in the consolidated fìnancial statements and

unaudited interim financial information; and (2) has provided us with all relevant information

and access as contemplated in this Agreement. The responses to those inquiries, the written

nl
I

I

I

I
l

I
d

.-l

l:¡
t:

Il
'.t

I

-_jj:l
l

;l
.J

-l
!
J

:--l'rl
:J

,'.1

I

..1 o o>lor/t<
L.F-1

I

-1

:11

3
EY-HC-2O1 0-000272



EY.HG-201 69/5 .! I (
ll-\ \,

)Å-
FEB -,1 20fl

I
I

-ið
ilillllillillilllllilillllltllllllllrrr,rt 

""" =rrn¡vsr* YouNc

l

l

j
j

l

l

I

representations, and the results of our procedures comprise evidence on which we will rely in

forming an opinion on the consolidated fìnancial statements and expressing a conclusìon on

the unaudited interim fìnancial information' 
ì

19. Management of the Company is responsible for advising us of any documents or other

informãtion provided during the course of the audit over which it intends to assert a claim of

privilege and should mark ãny such documentation accordingly as further described in the

attached additional Terms and Conditions 1réfer to the provision captioned "Canadìan Public

AccountabilitY Board'\.

Fees and billings

20. We estimate that our fees for the 2010 Audit Services will be between $847,000 and $879'000

plus out of pocket expenses and the review of the unaudited interim fìnancial information will
'be 

between $50,000 and $60,000 plus out of pocket expenses per quarter in 2011. However,

our actual fees may exceed the top of this range based on changes to the business (e.9.,

nature of the business or change in business entities) or out-of-scope work. Out-of-scope

activities will be agreed with management on a weekly basÍs throughout the course of the

audit. We will submit our invoices in accordance with the agreed upon billing schedule, and

payment to them will be rnade upon receipt.

21 . Our estimated pricing and schedule of performance are based upon, among other things' our

preliminary review oithe Corpany's records and the representations Cornpany personnel

have made to us and are dependent upon the Company's personnel providing a reasonable

level of assistance. Should our assumpiions with respect to these matters be incorrect ðr

- should the condition of records, degree of cooperation, results of our audit procedures, or other

matters beyond our reasonable control require additional commitments by us beyond those

upon which our estimates are based, we may adjust our fees and planned completion dates'

Fees for any special audit-related projects, such as proposed business combinations or

research and/or consultation on special business or financial issues, will be billed separately

from the fees referred to above and will be the subject of other written agreements'

Circumstances that that may significantly affect the targeted cornpletion dates and our fee

estimate include, but are not limited, to the following :

Audit facilitation

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

(b) Audit schedules are not (i) provided by the Company on the date requested, (ii) completed

in a format acceptable to EY, (iii) mathematically correct, or (iv) in agreement with

Company records (e.g-, general ledger accounts);

(c) Significant delays in responding lo our requests;

(d) Deterioration in the qualiÇ of the company's accounting records during the current year in

comparison to the Prior Year;

(e) A completed trial balance, referenced to the supporting analyses and schedules and

financial statements, is not provided timely by the Company;
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(f) Draft financial statements with appropriate supporting documentation are not prepared

accurately and timely by the Company;

(g) The engagement team, while performing work on the Company's premises, is not provided

with high-speed access to the lnternet for purposes of conducting the engagement.

Siqnificant issues or chanqes

(a) Significant deTiciencies are identified in the Compan¡¿'s internal control over financial

reporting that result in the expansion of our audit procedures;

(b) A significant level of proposed audit adjustments;

. (c) A significant number of financial statement drafts are submitted for our review or a

significant level of disclosure deficiencies in the draft fìnancial statements;

(d) Significanl new issues or changes, such as new accounting issues, changes, accounting

policies, events or transactions not contemplated in our budgets, changes in the

Company's financial reporting ol lT systems, or changes in the Company's personnel, their

responsibilities or their availability;

(e) changes in audit scope caused by events that are beyond our control.

ZZ. ln addition, fees for any consent to the use of the audit report outside of Section "Use and

disclosure of the audit report' below, any special audit-related projects, such as proposed

business combinations or research and/or consultatíon on special business or financial issues,

will be billed separately from the fees referfed to above and may be the subject of other written

agreements supplemental to'those in this Agreement.

23. Canadian securities legislation requires that any reporting issuer filing an auditors' report dated

on or after 30 March 2004 must have that report signed by an auditing firm that has registered

with the Canadian Public Accountability Board ('ÖPAB"). Audit firms registered with CPAB are

required to fund CPAB's costs. Fees are levied based on the most recent audit fees as defined

by CPAB, charged by the Canadian firrn and reported in our registration information. We will

bill all reporting issuer clients a portion of the CPAB levy on a recovery basis. Your

proportionate share will be based upon the rnost recent audit fees reported to CPAB and billed

for your engagement, multiplied by the annual levy rate set by CPAB. CPAB sets the ratè

annually and the fee for the most recent year that has been determined was 2.0% of audit fees;

however, the fèe is subject to adjustment by CPAB. This amount will be charged at the

effective CPAB rate annually and will be billed when the annual invoice is received from CPAB.

Use and disclosure of the audit report

24. The use and disclosure of EY's audit report shall be governed by the following terms:

Annual financial statements

(a) EY acknowledges that the Company is a reporting issuer under Canadian securities

legislation and/or is subject to securities legislation in other jurisdictions and has an

obligation to file its annual financìal statements, including EY's accompanying report

(referred to as the "audit report") with such securities regulators as well as distribute thoseo
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documents to its security holders, either as part of the Company's annual report to

shareholders (referred to as the "annual report' or separately'

Filing those documents and/or including them in the annual report will result in such

docgrnents being 'reteased" as that term is defined under applicable securities laws.

(b) Ey hereby consents (within the meaning contemplated by applicable securities laws)to

the annual filing of the audit report and to the inclusion of the audit report in the annual

report if all of the conditions set out below are met. The effective date of such consent is

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

i. the filing of the audit report or the distribution of the annual report, as the case may

be, occurs within 5 business days of the date of the audit report;

ii. neither the chief executive officer nor the chief financial officer of the Company is

aware of anything which would result in the financial statements containing a

rnisrepresentation (as such term is defined under applicable securities laws);

iii. since the date of the audit report, no'material change" (as that term is defìned under

applicable securities laws) or other event has occurred, or information has become

available, that would reguire disclosure in or adjustrnent to the financial statements to

make those statements current and in accordance with Canadian generally accepted
' accounting principles as of the date that they are being released; and

iv. the consent provided in this engagement letter has not been withdrawn in writing

before the audit report is filed and/or the annual report is distributed.

(c) Ey expressly does not consent to the use of the audit report, or the opinions expressed in

the audit report, in any 'documenf or "public oral statement" (as those terms are defined

under applicable securities laws), in any other circumstance, including but not limited to

the inclusion of the report in any offering document, business acquisition report, inclusion

in an annual report distributed after the outside date in paragraph (bXi) or filing of the audit

report after the outside date in paragraph (bXi) or use by the Company or any other person

of the audit report in any'document'or "public statement' (as those terms are defined

under applicable securities laws).

(d) lf the Company wishes to (i) file the audit report with a securities commission after the

outside daie réferred to in paragraph (b)(i) but within the time specified by the applícable

securities legislation; or (ii) include the audit report in the annual report if the annual report

is distributed after the outside date referred to in paragraph (bXi) then a further written

consent from EY is requiréd and additional procedures as required in accordance with

professional standards will be undertaken by EY'

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

in any 'document' or'public oral statement" (as those terms are defined under applicable

.""uiitier laws), in any manner other than that permitted under paragraph (b) or (d)' the

following procedures will aPPIY:

i. the Company will, in writing, request EY's further written consent to that use;
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ii. if EY agrees that the request is an appropriate use of the audit report, the Company

and Ey will enter into an engagement letter setting out the terms of such engagement,

including the scope of the procedures to be urtdertaken by EY and its fee for

performing these services; and

iii. Ey will undertake such additional procedures as are required in accordance with

professional standards.

lf, after completion of the applicable procedures, EY is in a position to provide its further

written consent to such use, it will do so in accordance with CICA Handbook Section 7500'

The Auditot's Consent fo t¡re Use of the Aud'ttors' Report in Connection with Designated

Documents, published by the Canadian lnstilute of Chartered Accountants.

lnterim fi nancial statements

We expressly do not consent to the use of any communication, report, statement or opinion

prepared OyÊy on the interim fìnancial statements and such communicalion may not be

included in, summarized in, quoted from or otherwíse used in any "document' or "public oral

statement" (as such terms are defined under applicable securities laws).

Other matters

25. The Company shall provide us with copies of the printer's proofs of its annual report prior to

publication for our review. Management of the Company is primarily responsible to ensure that

the annual report contains no misrepresentations. We will review the document for consistency

between the annual consolidated financíal statements and other information contained in the

document, and to determine if the consolidated financial statements and our report thereon

have been accurately reproduced. lf we identify any errors or inconsislencies that may affect

the consolidated financial statements, we will advise management and those charged with

governance, as aPProPriate.
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1. We are a member of the global network of
Ernst & Young fìrms ('EY Firms"), each of
which is a seParate legal entitY.

2. We may subcontract portions of the Services
to other EY Firms, who may deal with you

directly. Nevertheless, we alone will be
responsible to you for the Report(s)' the
performance of the Services, and our other
obligations under this Agreement.

Your responsibilities

3. You shalt be responsible for your personnel's
compliance with your obligations under this
Agreement.

Our reports

4. You may not rely on any draft Report.

Notice re: Québ.ec

5. From time to time, we may have individual
partners and employees performing the
Services w¡thin the Province of Québec who
are members of the Ordre des comptables
agréés du Québec. Any individual member of
the Ordre des comptables agréés du Québec
performing professional services hereunder
assumes full personal civil liability arising from
the practice of h¡s or her profession,
regardless of his or her statr¡s within our
partnership. He or she may not invoke the
liability of our partnership as a ground for
excluding or limiting his or her own liability.

I The limitations that follow below under the
heading "Limitations" shall therefore not apply
to limit the personal civil liability of members of
the Ordre des comptables agréés du Québec
(and with respect to such members, such
limitations shall be deemed to not be included
in this Agreement).

Limitations

6. You (and any others for whom ServÍces are
provided) may not recover from us' in contract
or tort (including negligence), under statute or
otherwise, any amount with respect to loss of
profit, data or goodwill, or any other

consequential, incidental, indirect, punitive or
special damages in connection with claims
arising out of this Agreement or' otherwise
relating to the Services, whether or not the

likelihood of such loss or damage was
contemplated.

7. You (and any others for whom Services are
provided) may not recover from us, in contract
or tort (including negligence), under statute or
otherwise, aggregate damages in excess of
the greater of (i) the total fees paid to us for
the 

- Services and (¡¡) $1,000,000. This
limitation will not apply to losses caused by our
fraud or willful mlsconduct or to the extent
prohibited by applicable law or professional
regulations.

8. lf we are liable to you (or to any others for
whom Services are provided) under this

Agreement or othen¡dse in connection with the
Services, for loss or damage to which any
other persons have also contributed, our
liability to you shall be several and not joint
and several, solidary or in solidum, with such
others, and shall be limited to our fair share of
that total loss or damage, based on our

. contribution to the loss and damage relative to
the others' contributions. No exclusion or
limitation on the liability of other responsible
persons imposed or agreed at any t¡me shall
affect any assessment of our proportionate
liability hereunder, nor shall settlernent of or
diffìculty enforcing any claim, or the death'
dissolution or insolvency of any such other
responsible persons or their ceasing to be

liable for the loss or damage'or ãny portion

thereof, affect any such assessment.

L You shall make any claim relating to the
Services or otherwise under this Agreement
no later than one year afier you became aware
(or ought reasonably to have become aware)
of the facts giving rise to any alleged such

claim and in any event, no later than two years
after the completion of the particular Services
(and the parties agree that the limitation
periods established by the Limitations Act'
2002 (Ontario) or any other applicable
legislation shall be varied and/or excluded
accordingly). This limitation will not apply to

the extent prohibited by applicable law or
professional regulations.
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10. You may not make a claim or bring
proceedings relating to the Services or
otherwise under this Agreement against any
other EY'Firm or our or its subcontractors'
members, shareholders, directors' officers,
partners, principals or employees ("EY
Persons"). You shall make any claim or bring
proceedings only against us' The limitations in

Sections 6 through 9 and this Section 10 are
intended to beneft the other EY Firms and all

EY Persons, who shall be entitled to rely on
and enforce them.

lndemnitr

11. To the tullest extent pennitted by applicable
law and professional regulations, you shall
indemnify us, the other.EY Firms and the EY
Persons against all claims by third parties
(including your affiliates) and resulting
ùabilities, losses, damages, costs and
expenses (including reasonable extemal and
intemal legal costs) arising out of or relating to
the Servic-es or this Agreement' On behalf of
yourself and your affiliates, you release-us, the
ôther EY Firms and the EY Persons from all
claims and causes of action (together'
"Claims"), pending or threatened' that you or
they may have arising out of the'Services or
this .Agreement to the extent such Çlaims
result ftom or arise out of any

. misrepresentation or fraudulent act or
omission by you, your employees or agents on
your behalf.

C-onfidentialitv

12. We follow professional standards ;i
coirfidentialiÇ and will treat information related
to you disclosed to us by you or on your behalf
('Cl¡ent lnforrnation') as set forth in the Rules
of Professional Conduct of provincial lnstitutes

, of Chartered Accountants or the Code of
Ethics of the Ordre des comptaöles agréés du
Québec (as aPPlicable)' -

13. Either of us may use electronic media to
correspond or transmit lnformation and such
use will not in itself constitute a breach of any
confidentialitY obligations.

14. We may disclose Client lnformation to other
EY Firms and EY Persons to facilitate
performance of the Services, to comply with
regulatory requirements, to check conflicts, or

for quality, risk management or fìnancial

accounting purposes.

Canadlan.Public Accountabilitv Board

15. You acknowledge that we may from time to
timo receive requests or orders from the

Canadian Public Accountability Board

("CPAB) to provide them with information and

copies of documents in our files, including our

working papers and other work-product
relating to your affalrs. You consent to us

providing or producing, as applicable,-these
ãocumeñts and information without turthor

reference to, or authority from, you. Except
where prohibited by law, if a request or order

is directly related to an inspectign or

investigation of our audit of you, we will advise
you ofthe request or order'

16. When GPAB requests access to our working
papers or other work-product relating to your

âfà¡rs, we will, on a reasonaþle efforts basls'
refuse access to any document over whlch
you have expressly informed us that you

ässert privilege, except where CPAB has the
legal authority to access such documents. ln

iurisdictions where express consent is required

for disclosure of privileged documents to

CPAB you hereby provide such consent. We
acknowledge (and you authorizo us to advise

CPAB) that any disclosure of privileged

documents to CPAB is permitted only to the
extent required by law and for the limited
purpose of CPAB's exercise of stalutory
authority. We also acknowledge (and you

authorize us to adv¡se CPAB) that you do not
intend to waive privilege for any other purpose
and that you expect your documents to be

held by CPAB as privileged and confidential
material. You must mark any document over
which you assert privilege as privileged and

inform us of the grounds for your assertion of
privilege (such as whether you claim solicitor-
client privilege gr litigation privilege)'

17. We will also be required to provide CPAB with
information relating to the fees that you pay us

for audit seruices, other accounting services
and non-audit services (and you agree to the
disclosure of such information),

Data protectlon

18. We may collect, use, transfer, store or
otherwise process (cællectively,'Proceso')
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Client lnformation that can be linked to specific
individuals ("Fersonal Data"). lÏe may
Process Personal Data in various jurisdictions
in which we and the other EY Firms operate
(which are listed at www.ey-com). We will

Process Personal Data in accordance with

applicable law, professional regulations and

our prívacy policy (which ìs' available at
www.ey.com/ca). We will require any service
provider that Processes Personal Data on our
behalf to adhere to such requirements'

19. You warrant that you have lhe authority to
provide the Personal Data to us in connection
with the performance of the Services and lhat
the Personal Data provided to us has been
Processed in accordance with applicable law.

Solicitation and hiriqq of EY oersonnel

20. Our auditor independence may be impaired if
you solicit or hire certain EY personnel. This
may either delay the provision of the Services
or cause us to resign from the engagement.
You shall not, during the term of this
Agreement, and for 12 months following its
termination for any reason, without our prior
written consent, solicit for employnent or hire

in any role, including a position on your Board
of Directors, any current or former partner or
professional employee of EY, any affiliate
thereol any other EY Firm or any of their
respective affìliates, if any such person either:
i) performed any aud¡t, review, attest or related

service for or relating to you at any time (a)
since the date on which your most recent
audited financial statements were filed wilh the ''
relevant securities regulator(s) or stock
exchange(s) (or, since the beginning of the
most recent fiscal year to be covered by your
first such financial statements, if applicable)' or
(b) in lhe 12 months ended the date on which
your most recent financial statements were
RleO w¡tfr the relevant securities regulator(s) or
stock. exchange(s); or (ii) influences EY's
operations or financial policies or has any
capital balances or any other continuing

financial anangement with EY-

Fees and expenses qenerallY

21- You shall pay our professional fees and

expenses in connection with the Services. ln
lieu of specific itemized charges' our
technology tools, administrative support
personnel, printing and other routine expenses

are charged at 11.5o/o of our professional fees.

Out-of-pocket expenses for items such as

travel, meals, accommodation and other
matters specifically related to this engagement
will also be invoiced. Our invoices are

rendered on a Periodic basis as our
assignment progresses. Payment of our

invoices is due upon receipt' lnterest on

overdue accounts accrues at 12o/o per annum
starting 30 days foilowing the date of our
invoice. EY may suspend performance of the

Services in the event you fail to pay our

invoice. Our fees are exclusive of taxes or
similar charges, as well as customs, duties or
tariffs imposed in respect of the Services, all of
which you shall pay (other than taxes imposed
on our income generallY).

22. lf we are required by applicable law, legal
process or govemment action to produce

information or personnel as witnesses with

respect to the Services or this Agreement, you

shall reimburse us for any professional time
and expenses (including reasonable extemal
and intemal legal costs) incurred to respond to
the request, unless we are a party to the
proceeding or the subject of the investigation.
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23. Neither you nor we shall be liable for breach of
this Agreement (other than payment

obligations) caused by circumstances beyond
your or our reasonable control.

Term and termination

24. This Agreement applies to all Services
performed at any time (including before the
date of this Agreement).

25. This Agreement shall terminate on the
completion of the Services. We may terminate
this Agreement, or any particular Services,
immediately upon written not¡ce to you if we
reasonably determine that we can no longer
provide the Services in accordance with

applicable law or professional obligations.

26. You shall pay us for all work-in-progress,
Services already performed, and expenses
incuned by us up to and including the effective
date of the termination of this Agreement.' 
Payment is due within 30 days following
receipt of our invoice for these amounts.
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27. The provisions of this Agreement that give

eithei of us rights or obligations beyond iis
term ination shall continue indefìn itely following
the termination of this Agreement'

Governinq law and dispute resolution

28. This Agreernent, and any non-contractual
obligations arising out of this Agreement or the

Ser'i¡ces, shall be govemed by, and construed
in accordance with, the laws of the Province of
Ontario and the laws of Canada applicable
therein, without regard to principles of conflicts

of law. Any dispute, claim or other matter
arising out of or relating to this Agreement- oÍ
the Sérvices shall be subiect to the exclusive
jurisdiction of the Ontario courts, to which each

of us agrees to submit for these puçoses'

Miscellaneous

29. This Agreement constitutes the entire

agreemeñt between us as to the Services and
thã other matters it covers, and supersedes all
prior agreements, understanding-s - and

iepresentãtions with respect therèto' including

any confidentiality agreements previously

delivered.

30. Both of us rnay execute this Agreement (and

modifìcations or supplements to it) by

electronic rneans and each of us may sign a

different copy of the same document' Both of
us must agree in writing to modify or

supplement this Agreement.

31 . We retain ownership in the working papers

compiled in connection with the Services'

32. Neither of us may assign any of our rights'
obligations or claims under this Agreement'

33. lf any provision of this Agreement (in whole or
parti is held to be illegal' invalid or otherwise
unenforceable, the other provisions shall

remain in full force and effect.

EY-HG-2010 69/13

34. lf there is any inconsistency between
provisions in different parts of this Agreement'

those parts shall have precedence as follows

(unless expressly agreed otherwise): (a) the

ietter to which these General Terms and

Conditions are attached, (b) these General

Terms and Conditions, and (c) other annexes

to this Agreement.

35. We are a reg¡stered limited liability partnership

("LLP") continued under the laws of the

þrovinèe of Ontario and we are registered.as
än extra-provincial LLP in Quebec and other

Canadian provinces- Generally, an LLP

partner is not personally liable for lhe debts'
bbligations or liabilities of the LLP arising from
the negligence of persons not under his or her

direct supervision (including other LLP

partners) or most other debts or obligalions of

ihe LLP. As an LLP, we are required to

ma¡ntain certain insurance. Our insurance

exceeds the mandatory professional liability
insurance requirements established by any
provincial lnstitute/Order of Chartered
Accountants.
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This, will confìrm the engagement of Ernst & Young LLP ('\rue" or 'EY") to perform 'services ln

.rrf."t of the offering ,íeñrorun¿um for convertiblJ senior notes of Sino-Forest Corporation (the

"Company"). Our pa*-ner, Linda Zhu, will have primary responsibility for this engagement'

Management of the Company and the underwriter bear the primary responsibility to ensure the

ofrrin'g memorandum côntáins no misrepresentations. Our procedures -with respect to fhis

engagJment wiLl be ferformed in accordante with our professional standards as set out in CICA

Section T|IO - Audíor-Intvolvement wíth Ofering Doeuments of Public and Private Entities, and

other requirements as set out hereunder. TÍiese procedures are designed to enable us to issue our

consent to the use of our auditors' report to demonstrate to readers that we have been involved with

July 4,2008

lvfr. Jamie Hyde
Chair ofthe Audit Committee
Sino-Forest Corporation
90 Burnhamthorpe Rd W., Suite 1208

Mississauga ON, LsB 3C3

Dear Sirs:

Re: Offering Memorandum

the offering document.

A.udited financial statements

pursuant to Canadian securities laws, the comparative annual financial statements for the most

recently completed fmancial year are included in the offering memorandum.

. Balance sheets as at the end ofthe three most recently completed years; and

r Statements of income and retained earnings, comprehensive income and cash flows for each

ofthe last three Years.

We have audited the balance sheet of the Company as at December 37, 2007, and the statements of

income and retained earnings, comprehensive income and cash flows for the year then ended' Our

report to the shareholders on the annual fnancial statements for the year ended December 31, 2007

was dated March 12, 2008 and is to be included in the offering memorandum relating to the offering

and issue of convertib le senior notes ofthe Company, to be frled by the CompanY under the securities

iegis lations of British columbia, Alberta" saskatchewan, Manitoba, Ontario, New Brunswick, Nova
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Scotia, Price Edward Island, Quebec and Newfoundland and Labrador
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In order to provide our consent to the use of our auditors' report in the offering memoÍandum' it will

be necessary for us to perform subsequent events review procedures with respect to the preliminary

and final offering ,¡emorundu* uná the closing of thå offering' This work is.expected to be

comprised of limited enquiry and review procedures designed to provide assurance that management

has identified events arising afterthe date of the auditorì't"pott in the offering memorandumthat

may require an a justment ã, or disclosure in, the audited financiat statements or other information in

the offeiing ,,,".orunäìrä"ií"îr, ¿Ëir*¿ Êám such financial sratements. we are also required to

update our communications with the company's legal counsel and obtain representations from

nlnagement similar io those we customarity ieceive as part of our annual audit'

Unaudited interim financial statements

Securities legislation requires that the offering memorandum includes comparative unaudited interim

financial statements for the current fiscal yeari In order to consent to the usà of our auditors' report in

the offering 
'n"rnorundum 

described abðve, our proi"ssional standards require that we carry out

certain procedures r""iJlrg . review 9f il; ðã*puny" interim frnanciar statements for the tkee

months ended March 31, 20õg to be included in the offering memorandum.

The period covered by the interim.financial information is specified by securities legislation' If the

fìnal offering ,n".oruidum is detayed, it may be necessary-to update the intèrim.financial statements'

If such is the case, then we would ¡tuu" io perform a¿á¡tionät review procedures on the updated

unaudited intefim financial statements'

The review procedures we calry out are significantly less extensive than an audit and would not

necessarily reveal matters requiring adjustme-nts to or ãisctosures in the'interim financial information'

Further, adjustments and diiclosur", *uJ-iuìer be determined to be necessary as a result of our

subsequent audit of the 2008 furancial staiements that include such interim periods' Accordingly' the

review procedures Jo not result in the expression of an audit opinion on the interim financial

statements.

If information comes to our attention which leads us to question whether the interim financial

statements u.. n,'utJlily i" """r 
or not in accordance with generally accepted accounting principles'

we will inform you and ãit"utt what further action is required'

lf as a result of our work we are required to express a reservation in our report on our review of the

unaudited interim financial statements to be inciuded in the offering memorandum' we will provide a

written report on our review thereof to be included in the offering memorandum'
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Other information in the offering memorandum

In addition to financial statements, an offering memorandum includes other financial information and

information of a non-financial nature. As sJch other information may be relevant to the financial

statements and our audit or review thereo{, we will perform procedures to determine whether this

other financiat and non-financial information is consistent with the audited and unaudited financial

statements in the offering memorandum in accordance with the guidance in CICA Section 7500'

If we become aware of information that, although not inconsistent with the financial statements,

appears to constitute a misrepresentation when reading the offering memorandum,'\¡r'e will discuss the

-"u", with management ot *itlt the Company's legal counset, with the consent of management. We

may wish to receÑe written confìrmation from legal counsel of their view on the matter. In the event

thai the apparent inconsistency is not resolved to our satisfaction, we will advise the Audit Committee

and consider whether our consent may be provided'

Communications required by other parties

'We 
are required by provincial securìtìes legislation and upon the request of the underwriter to issue

the following letters:

Upon filing the preliminary offering memorandurn:

. An unsigned comfort letter addrçssed to the Directors of the Company and the underwriter

"*pr".ring 
assurances with respect to specified financial information included in the

oflering memorandum.

Upon filing the final offering memorandum:

A comfort letter addressed to the Directors of the Company and the,underwriter expressing

assurances with respect to specified financial information included in the offering

memorandum'

Upon closing of the offering:

. A bring-down letter addressed to the Directors of the Company and the underwriter.
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Àuditor assistance to the underwriter

As indicated above, in connection with the proposed offering of convertible senior notes, we

understand that the underwriting agreement wili provide that we perform certain procedures for the

purpose of issuing a comfort letteito Merrill Lynch Intemational (the 'hnderwriter"). The comfort

iettär would make reference to our auditors' report and our review of the unaudited interim financial

statements .included in the offering m"morundom, and set out the procedures performed at the

underwriter,s request and the results of performing those procedures. In addition, we understand that

the underwriter may reguest that we attend a meeting (the "due diligence meeting") at which the

underwriter and the undärwriter's legal counsel may wish to ask us certain questions, and that you

have agreed to grant such a request. We understand that the underwriter is an experienced

underwriter and will be carrying out other procedures it deems approprìato to obtain whatever

information it believes is necessary to complete its investigation of the financial affairs of the

Company. Our audits of the Compány's finañcial statements referred to above were not carried out

for the purpor" of such investigation, and our auditors' reports, our comfort letter, and the answers

that we may give at the due diligence meeting are not to be relied upon for that purpose.

We will provide a comfort letter to the underwriter which we will prepare in accordance with the

guidance contained in CICA Section 7200. V/e will advise you of the matters on which the

underwriter is seeking comfort and the procedures they are requesting. As the Company, not the

underwriter, will tea:r ttre cost of preparing the comfort letter, we will discuss with you the

practicality and effectiveness ofthe requested procedures in providing the desired comfort'

In accordance with professional standards, our audit was carried out solely. for the purpose of

providing us with sufficient appropriate audit evidence to support our op_ìnion- on the financial

statements referred to above. There is no assurance that the procedures \rye perform for purposes ofthe

comfort letter and our responses at the due diligence meeting will address all of the questions that the

underwriter and the undenrriter's legal 
"ount"l 

may have. You should be aware that there could be

.å"riti"" matters that the underwriteiand the underwriter's legal counsel may ask us to address either

in the comfort letter or during the due diligence meeting that còuld affect the outcome of the proposed

offering of the convertiblJ senior notes. At due diligence meetings we will not respond to

unà"rJri 
"rs, 

questions dealing with matters that are generally management's concern or that involve

predictions abtut fi¡tur" .n"nts, or which are beyond the scope of our pracÍice and personal

tnowledge. Unless otherwise instructed by you, we shall attempt to perform all of the requested

procedurés and answer all questions asked at the due diligence meeting'

you acknowledge that we have no responsibility to you if the results of our procedures or our anslvers

to the questionsãsked at the due diligènce *."ting iesult.in termination of, or change in, the proposed

offering or in rnisuse of any confìdeñtial informatìon discussed at the meeting. You also acknowledge

that you have requested us to cooperate in every way with the underwriter and the underwriter's legal

counsel, by performing the requeited procedures and by answering any questions they may ask in the

due diligence meeting-
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Yours very trulY,

Ç,^*É

you also agree to indemniff and hold harmless all members of the engagement team and Emst &
young LLp from any claim by the underwriter and the underwriter's legal couns-el, or any other third

party, that arises as a result oiou, comfort letter or our attendance at the due diligence meeting and

our responses to questions asked at such meeting.

We shall advise the underwriter that information acquired by them in our comfort letter or as a result

of our responses to their questions at the due diligenìe me"iitrg is confidential and is to be used only

in connection with the securities offering referred to above. In ãddit¡on, we will notiÛ the underwriter

of our professional standards for participation in a due diligence meeting'

Fees

Our fees will be billed as work progresses are based on the amount of time required, at our billing

rates, ranging from $200 to $50ô põr hour, plus out-oÊpocket expenses. Payment in full should be

made within 30 days ofthe date each billing is received'

Our estimated fees and schedule of performance are based upon, among other things, the assumption

that all necessary information will be available to us on a timely basis and that the scope of our

services is not expanded beyond those described herein. Should our assumptions with respect to these

matters be incorrect or should the condition of the records, degree of cooperation, or other matters

beyond our reasonable control require additional commitments by us beyond those upon which our

esiimated fees are based, v/e may adjust our fees and planned completion dates'

We very much appreciate the opportunity to provide services to the Company in respect of the

oirerinj *",oorunã'um and would- 
-be 

pleaied to furnish any additional information you may request

concerning our responsibilities and f,¡nctions. Please let us know immediately if you have any

concerns about the terms of engagement as described in this letter'

Additional terms and conditions are attached and form an integral part of this engagement letter; they

govern our respective rights and obligations arising out of this engagement.

To confirm these arrangements as outlined are in accordance with your requirements and are

acceptable, please sign one copy ofthis letter inthe space provided and return it to us'
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Agreed:
SiR o-}.o re'st Co ¡pqratí on

Name; Mr. DaVid FlorsleY
Title: ChiefFinanoi¿i Officer

I have the authoriqy to .bind thc'eompañy.

Acknowledged on behalf of the
.Comoanv's. Audit Go mmiüccl

ofthe Committçe
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Terms and Conditions

Except as otherwise specifically provided in the engagement letter or contract to which these terms and

conditions are attached (cotlectívély, the *Agreementl') the following additional terms and conditions shall

apply. As used herein "ÈY" refers io the Canadian firm of Ernst & Young LLP. 'EY Entities" means EY, all

rné*U.rr of the global Ernst & Young networþ Ernst & Young Global Limited, and any of their respective

afüliates (and -EY Entity" means any one of them)

L services - EY shall exercise due professional care and competence in the performance of the services

provided pursuant to this Agreement (the "Services").

Z. Unexpected Events - If changes to the scope or timing of any Services are required because of a change in

applicable law or professional-standards or events beyónd a party's reasonable control, but not involving its

f*tt o. negligencè (any of which, a "Change"), the parties agree to adjust the fees for, aldior timing of, the

Services uiprþ.iutèty-and, if necessary, client will obtain Audit Committee approval of such adjustments.

Each party r¡uil U" eicused from default or delay in the performance of its obligations (other than payment

obligatiors) under this Agreement to the extent caused by a Change.

3. Client Data & fnformation - Client will provide, or cause to be provided, to EY in a timely manner

complete and accurate data and information ('Client Datau) and access to resources as may be reasonably

requìred by EY to perform the Services. EY may disclose Client Data, including personal informatior¡ to

other Ey Enriries ior the purposes of (i) rendering the Services, (ii) firlfilling EY E¡tities' professional

obligations to manage 
"onni"L 

of interest and to maintain auditor independence and (iii) implementing

stan-dar¿¿ed perforrñance recording and documentation systems within the global Ernst & Young network'

EY Entitie,s or thei¡ service prouiã"rr may process and store Client Data, which rnay include personal

information, outside of Canada.

4. Confidentiality - Subject to the other terms of this Agreement, both client and EY agree that they will take

reasonable steps ro mãintain the confidentiality of anyproprietary or confidential information of the other.

5. Ey Waiver Re: Tax Advice - Notwithst¿nding any confidentiality obligations or other restrictions on

disclosure contained in this Agreement, with regard to:

(a) any oral or written statement or advice related to taxes provided by EY with regard to a person or

entitY that:
(i) has any filing obligation \ryith the US I¡ternal Revenue Servicq or

ili¡ quaines as-a US Controlled Foreign Corporation (i.e., a non-US corporation that has US

shareholders (US personsthat direcily or indirectly own l0olo or more of the total combined

voting po*"i of ful of the ctasses óf stock of such non-US corporation) that own in the

uggt"gut" more than 50% ofthe total vote or value ofsuch non-US corporation);

(b) any oiãl * written statement or advice regarding US taxes or tax advice related to a transaction

that could affect a US tax; or
(c) where SEC audit independence restrictions apply to the relationship between client and any EY

Entity, any oral o, *.itt.n statement or advice to client as to any potential tax consequences that

may result from a transaction or the tax treatment of an item,

(together, (a), (b) and (c) referred to as "Ta¡( Advice"),
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Ey expressly authorizes clientto disclose to any and all persons,rNithout lirnitation ofany kin4 any such-

.Tax Aàvice, including any fact that may be relevant to unbersfanding such Tax Advice, and all materials of

any kind (including õpinio* and other tax analyses) provided to client in relation to such Tax Advice.

Hõ*"u"r, b"cuuse ihe tax Advice is solely for thg benefit of client and is not to be relied upon by any

other person or entþ, client shall inform those to ùhom it discloses any such information that they may

not reiy upon any ofit for any purpose without EY's prior written consent.

6. privacy - Client confirms to EY that it has obtained any consents that may be required under applicable

privary legislation for any collectiorU use or disclosure of personal information that is necessary in order

io, gÍ to-provide the SLrvices. EY shall adhere to applicable privacy legislatïon when dealing with

personal informarion that was obtained fiom client. Personal information is collected, used and disclosed

by Ey in accordance with EYs privacy policy, which is available at http://www.ev-com/ca-

'1. Auditor Oversight - Client hereby acknowledgæ that EY may from time to time receive requests or

;;;;;;,hr õanu¿i"n public Aócountabilþ-noard or ftgm professional, sect¡rities or other regulatory

or goyerrynental authorities that fulfill similar fi¡nctions (both inCanada and abroad) to provide them \ryith

infãrmation and copies of documents in EY's files including EY'b working papers' and other work-product

relating to client's ãtruirs. Client consents to EY providin_g or producing, as applicablg.these docurnents

and.inñormatìon without further reference to, or authorþ Èom,-client. Except where prohibited by law, if
a request or order is directly relate.d to an inspection or investigation of EYs audit of client' EY will advise

client ofthe request or order.

When a regulatory authority requests access to EY's working papers and other work-product relating to

client,s affaìrs, Ey witl, on á reasonuble efflorts basis, refi.rse aõce'ss to any document over which client has

expressly informed EY that client asserts privilege, ïc?J where disclosure of documents is required by

hù or iequested by a provincial Institute/Ordèr of Chartered Accountants pursuant to its statutory

authority. 
'Client 

rnust **k uny document over which it asserts privilege as privileged and inform EY of

the grounds for client's urr"rtion of privilege (such as whether it claims solicitor-client privilege or

litigation privilege).

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

provision ofaudit services, other accounting services and non-audit services.

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

correspond by means of the Internet or other electroñic media or provide informatioh to client in electronic

form. There are inherent risks associated with the electronic transrnission of infor.mation on the Internet or

otherwise. Ey cannot guarantee the security and integrity of any electroníc comrnunications sent or

received in relation to înit engagement aná can¡ot guarantee that trarnmissions or other electronic

information will be free from infãction by viruses or other forms of malicious software'

g. Right to Terminate Services - Subject to any applicable.professional standards and legislation, either

puåy .uy terminate this Agreement, with or wiitloui cause, by providing written notice 1o the other party'

In the event of early terrñination, for whatever reason, client will be invoiced for time and expenses

incurred up to the 
"ná 

of tn. notice period together with reaso_nable time and expenses incurred to bring the

engagement to a close in a prompt and orderly manner. EY shall also have the right, upon 7 days prior

notice, to suspena performance oithe Servicei in the event client fails to pay any amoutìt required to be

paid under this Agreement.
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10. Bxpenses - Client shall ¡eimburse EY for all reasonable expenses incwred in connection with the

p"r'for¡nun", of the Services. . The costs of administrative items such as 
1-"]9ph_o-l-", -research 

material,

iacsimilq overnight mail, messenger, administrative support, among others will be billed to client al 11.50/o

of Eys fães for professional ,.ruic"r. Reasonable and customary out-of-pocket expenses for items such as

travel, meals, aócommodations and other expenses specifically related to this engagement will also be

charged.

ll. Billing & Taxes - Bills including expens€s will be rendered on a regular basis as the assignment

progror".. Accounts are due when renãered. Interest on overdue accounts is calculated at the rate noted

on the invoice commencing 30 days following the date of the invoice. The fees, expenses and other

charges payable pursuant tolhis Agreement-do not include taxes or duties. All applicable taxes or duties'

wt 
"t-tr"rþtãsently 

in force or impoJed in the fi¡ture, shall be assumed and paid by client without deduction

from the fees, expenses and charges hereunder.

12. Governing Law - This Agreement shall be govemed by and construed in accordance with the laws of the

province Jf otrturio and tñe laws of Canadaãpplicable therein, without regard to principles of confìicts of

Iaw. The parties hereby irrevocably and uncoiditionally submit and attorn to the exclusive jurisdiction- of

the courts-of the Province of Ontario in connection with any dispute, claim or other matter arising out of or

relating to this Agreement or the Services.

13. E1' Reports - EY retains all copyright and other intellectual Fop€rty rights in everything developed,

designeã or created by EY either before or durÎng the course of an engagement including systems,

metù'odologies, softwarq know-how and working papers. EY also retains all copyright and other

intetlectuaiproperty righfs ín all reports, advíce or other communications of any kind provided to client in

any form lvi.itt-en ór otirerwise) duiing the course of an engagement ("Reports"), although client shall have

tnó n¡n right to use any Reports within its own organization. Any Reports are provided solely for the

purpose oI this engagement. Subject to " EY Waiver Re: Tax Advíce" abovg no Report (and no portion,

iu*¡¡uty or abstrãcithereof) may be disclosed to any third party without EY's prìor written consent.

Wittrout limitation, except as oftdwise specifically agreed in the engagement lefier into which these terms

and conditions are incorporated client agrees that it will not, and will not permit others to, refer to EY or

reproducg quote or refeito any Report (ór any portion, suûtmary or abstract thereof) in any docume¡t filed

or distributed in connection wiìtr (i) a purchase or. sale of securities or (ii) continuous disclosure obligations

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

obtain access to any Reports. Any services or procedures performed for client will not be planned 
-or

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

trarsaction contemplated by a third party or (iiÐ ïvith respect to the interests or requirements of particular

third parties. Client may not rely on any drafi Report.

14. Limitation of Liability - To the fullest extent permitted by law and regardless of whether such liabiiity is

based on breach of coniract, tort (including negiigence), breach of statute, strict liability, failure of essential

purpose or otherwise,

(a) Eys liability shall be several and not joint and sevgra!, solidary or in solídum a¡d pY shall only be

liable for iti proportionate share of any total liability based on degree of fault havíng regard to the

contributionto any loss or damage in question of any other persons responsibleand/or liable for such

loss and damage;
(b) in no event shãli either party be liable to the other for any consequential, incidental, indirect, punitive

or special damages linltuding loss of profìts, data, business or goodwill) in connection with the
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performance of the Services or otherwise under this Agreement, even if the relevant party has been

advised of the likelihood of such damages; and

(c) in any case the total aggregate liability ôf EY arising out of or relating to this Agreement or the

Services sha¡ be limitãã tõ ttt" greatðr of (i) the toial fees paid to EY for the Services and (ii)

$1,000,000. This paragraph (c) shall not limit liability for death, bodily injury, physical damageto

tangible property, fraud or wilful misconduct.

For the purposes of this sectio n ("Limitatio-n of Líability'), the term EY includes all other EY Entities and

any subäon|actors, members, shàreholders, directors, officers, managers, partners or employees of EY or

any other EY EntitY.

15. Global Resources - EY may use the services of personnel from other EY Entities to assist it in providing

the Servicæ. EY shall be solely responsible fór the performance of the Services and all of the other

liabilities and obligations of EY únder this Agreement whether or not performed, in whole or part, by EY,

any other EY Entity, or any subcontractor or-personnel of any EY Entity. Client and its affiliates or other

p"íro* or entities i'i ot ii respect ofwhich any ofthe S"!t9o are provided shatl have no recourse, and

,n"tt U.ing no clairq against äny EY Entity other than EY, or against any subcontractors, members,

shareholdãrs, direc-tois, õfiî""rs, managers, partners or employees of EY or any other EY Entity, or anyof
their respeciive assets, in connectioã wiitr the performanee of the Services or otherwise under the

Agreement. Other EY Entities and any subcónhactsrs, members, shareholders, directors, offtcers,

r¡anagers, partners or employees of EY ó. uny other EY Entity shall have the express benefit of this

section and shall have the right to rely on and enforce any of íts terms-

16. No Application - The prececiing two sections (Limitation of Liabilíty, Global Resources) shall not apply to

the extent pro6bited Uy appticãUte law or regulation (including for these purPoses applicable rules and

interpretations of the US decuriti.s and Exchange Commissio.n relating to auditor independence and any

applicable rules or guidance from a provinãial Institute/Order of Chartered Accountants having

jurisdiction).

17. Solicitation & Hiring of EY Personnel - EY's independence could be compromised if 
-client 

were to hire

certain Ey personnet] Wittrout the prior written consent of EY, client shall not solicit for employment or

for a position on its Board of Di¡ectórs, nor hirg any currgnt or former partner 
_or 

professional employee of

* rf ey, any affiliate thereof or any other EY E;tiry, if such partner or professional employee has been

involved ;n tfró performance of any aúdit, review, attest or assurance service for or relating to client at-any

time since the date of filing of-client'i most recent financial statements with the relevant securities

regulator(s) or stock exchang-e(s) (or, ifclient has not previo-usly filed such financial statements, since the

UeËhning ôf th" *ort recent-fisóai year to be covered by clienfs first such financial statements), or in the

12 months preceding that date.

lg. Severability - In the event any provision of this Agreement is determined to be invalid, illegal or

unenforceable, in whole or in pärt, such provision shall be deemed severed from this Agreement to the

extent required and the remainder of this Agreement shall remain in full force and effect.

19. Legal proceedings - In the event EY is requested by client or is required by government regulation,

sub"poena, or othãr legal process to produce documents or personnel as witnesses with respect to the

.ngäg"nrént for client, and'provided that EY is not a parly to the legal proceedíngs,. client shall reirnburse

Eff; professional time anã expenses, as well as the feesand expenses ofcounsel, incurred in responding

to such requests.
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20. LLp Status - Ey is a registered limited liabilþ partn€rship ("LLP") continued under the laws of the

province of Ontario a¡d isïgistered as an extra-próvincialllP in Quebec and other Canadian provinces'

Generally, a partner of an LlÞ has a degree of lirnited liability protection in that he or she is not personally

liable foi any debts, obligations or liabilities ofthe LLP that arise from the negligence ofanother partner or

any person únder túat paäner's direct supervision or control. As an LLP, EY is required to maintain certain

insurance. Eys insurance exceeds the mandatory profæsional liability insu¡ance requirements established

by any provincial Institute/Order of Chartered Accountants-

2l.,Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be construed

to create a partnership, joint venture or other relationship between EY and client. Neither parly shall have

the right, power or áutito.ity to obligate or bind the otlher in any manner. This Agreement shall not be

modified except by written ágr"emenlsigned by the parties. This Agreem"tT"y not be assigned in whole

or in'part Uy ðtient without ËYs prior ñr¡u"n 
"ooränt, 

not to be uireasonably wittrheld' Any terms and

provisìons of tni, egr""rent that ty their nature operate beyond the term or expiry of this Agreement sh¿ll

survive the terminaiíon or expiry of this Agreement, incluãing without limitation those provisions headed

Client Data & Information, Coi¡drntiantl, Ef Wi¡vei Re: fax Aãvíce, Audítor Oversíght, Limitation-of

Líability, Gtobai Resourcàs, SáIic¡tat¡on"& Hiring of EY Personnel, and Legal Proceedings. This

agr.emént shall enure to the benefit ofand be bindiñg úpon the parties and their respective successors and

põmittea assigns. ihe provisions of this Agreement-shá[ operate for the benefit of, and may be enforced

ty, other Ey Entities'una 
"ny 

subconfiaótors, members, shareholders, directors, offìcers, managers,

påin"., or employees of EY oi any other EY Entity. This Agreement constitutes the entire agreement

t.t*."n tfre parties relating to its suU¡ect matter and supersed"s ull ptiot representations, negotiations and

understandings.
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May 17,2009 short form prospectus engagement letter
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äEnrusraYouNc Érnst & Your¡{ LLP

Chartercd Accounlants
Pðclf¡c centre
7OO ìryest Georgla slreet
P.O. Box 101Ôl
VåDcóuyèr, Erllisll Cclurnblå V7Y 1C7

Tel:604 891 8200
Fax:604 6113 5422
ey.corìlci

May 17,2009

Mr. David HorsfeY
Chief Financial Officer
Sino-Forest CorPoration
90 BurnhamthorPe Rd W., Suite l20B
Mississauga, ON, LsB 3C3

ln order to Provide our consent to the use of our auditors' report in the prospectus, it will be

necessary for us to Perform subsequent events review procedures with respect to the

preliminary and final prospectuses and the closing of the offering' This work is expected to be

cornprised of limited enquiry and review procedu res designed to provide assurance that

rnanagement has identified events arising after the date of the auditors' report ln the

that may require an adjustment to, or disclosure in, the a financial

Re: Short Form ProsPectus

This will confirm the engagement of Ernst & Young LLP ('We"-or "EY") !o p-erform services in

respect of the prospeciùs-for Sino-Forest Corporátion (the "Company')' Our partner' Linda

Zhü, will have primary responsibility for this engagement'

Management of the Company and the underwriter bear the prlmary responsibility to ensure

the prospectu" 
"ont"in" 

nó misrepresentations. Our procedures with respect to this

|;;.ã;'n!¡i*¡ll U" pertórmeO in acôordance with our professional standards as set out in

CICA Section 7110 -- e-uanoì Involvement with offerinìg Ðocuments of Public and Prívate

Enffties, and other requirements as set out hereunder. These procedures are designed to

enable us to issue oui oonsent to the use of our auditors' report to demonstrate to readers

that we have been invotved with the prospectus. our consent is to be included in the

prospeotus.

Audlted financlal stateme nts

Pursuant to Ganadian securities laws, the cornparative ann-ual financial statements for the

rã"G""ntty completeJ financial year are incorporated by reference in the prospectus'

We have audited the balance sheets of the Company as at December 31, 2008 and2007'

and the statements of income and retained earnlngs, comprehensive income and cash flows

for the years rhen ended. our report to the shareholders on the comparative annual financial

statements for the year ended December 31,2008 was dated March 13,2009 and is to be

incorporated by reference in the prospectus relating to the offering of common shares of the

6ornþ"ny, to uL nteo by the Company under the Securities Acts of British Columbia, Alberta'

Saskatchewan, Manitoúa, Ontario, New Brunswick, Nova Scotia, Price Edward lsland, and

Newfoundland and Labrador (the'Acts').
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statements or other information in the pros¡lectus that is derived from such financial

statements. We are also required to update our communicatlons with the Company's legal

counsel and obtain representatÍons from management similar to those we customarily receive

as part of our annual audit.

Unaudlted lnterim financial statements

pursuant to Canadian securities laws, comparative interim financial statements for the most

recently completed financiat period are incorporated by reference in the prospectus. In order

to con-sent io the use of our auditors' report in the prospectus described above, our

professional standards require that we carry out certain procedures including a review of the

borp"ny'" interirn financiàl statements for the three months ended March 31, 2009 and 2008

.nO ånyttt't"r interim financial statements that may be.issued and incorporated by reference

in the prospectus. We have reviewed the interim consolidated fìnancial statement for the three

rontn'puri'od" ended March 31, 2009 and 2008 and provided our report thereon to the audit

committee of Sino-Forest Corporation. ln order for the interim financial statements for the

tfuee months period ended Márch 31,2009 and 2008 to be incorporated by reference in the

short form piospectus, we witl have to complete additional subsequent event review

procedures.

The period covered by the interim financial information ls specified by securities legislation. lf

the final prospectus is delayed, it may be necessary to update the interim financial

statements. lf such is the case, then we wouid have to perform additional review procedures

on the updated unaudited interim financial statements.

The review procedures we carry out are significantly less extensive than an audit and would

not necessarily reveal matters requiring adJustments to or disclosures in the ínterim financial

information. Further, adjustments and disclosures may later be determined to be necessary

as a result of our subsequent audit of the 2009 financial. statements that include such interim

periods. Accordingly, the review procedures do not result in the expression of an audit opinion

on the interim financial statements.

lf information comes to our attention which leads us to question whether the interim financial

statements are materially in enor or not in accordance with generally accepted accounting

principles, we will inform you and discuss what further action is required.

lf as a result of our work we are required to express a reservation in our report on ouf review

of the unaudited interim financial statements to be incoçorated by reference ih the

prospectus, we will provide a written report on our review thereof to be included in the

prospectus.
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Other lnformatlon ln the prospectus

ln addition to fìnancial statements, a prospectug includes other fnancial information and

information of a non-financial nature. As such other ìnformation may be relevant to the

fìnancialstatements and our audit or review thereof, we will perform procedures to determine

whether this other Rnanciat and non-financial information is consislent with the audited and

unaudited financial statements in the prospectus in accordance with the guldance in CICA

Section 7500.

lf we become aware of information that, although not inconsistent with the financial

statements, appears to constitute a misrepresenüation when reading the prospec{us' we will

disouss the matter with management or w¡in tne Company's legal couñsel, with the consent of

management, We may wish tã receive written confirmation from legal counsel of their view on

the matter. tn tne event that the apparent inconsistency is not resolved to our satisfaction, we

will advise the Audit Committee and consider whether our consent may be provided'

communlcations required by securitles commlsslons and other partles

We are required by provincial securities legislation to issue the following letters:

Upon filing the preliminary prospectus:

(i) An unsigned comfort letter addressed to the Directors of the Company and the

underwiiler expressing assurances with respect to specified fnancial

information included in the prospectus;

Upon filing the fìnat ProsPectus:

(i) Consent letters addressed to the securities commissions' in which we give our

consent to the use of our report in the prospecfus;

(i¡) A cornfort letter addressed to the securities regulatory authorÍties expressing

negative âssurance with respect to unaudited interim financial statements

incorporated by reference in the prospectus;

(¡i¡) A comfort letter addressed to the Directors of the company and the underwriter

expressing assurances with respect to specified financial information included

in the ProsPectus;

Upon closing of the ProsPectus:

(i) An updated comfort letter addressed to the Directors of the company and the

underwriter'
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Auditor assistance to the underwriter

As indicated above, in conneciion with the proposed offering of securities, we understand thal

in" r.OÑr¡t¡ng"g,""*ent will provide that we perform certain procedures for the purpose of

lssulng a comfort letter to Creàit Suisse Securities (Ganada) lnc. (the 'underwríter")' The

comfort letter woutd make reference to our auditors' report and our review of the unaudited

interim financial statements incorporated by reference in the prospectus, and set out the

procedures performed at the underwriter's request and the resutts of performing those

þrocedures. tn addition, we understand that the underwriter may request that we attend a

meeting (the "due diligence meeting") at which the unden¡rriter and the underwrite/s legal

counsel may wish to ãsk us cerhlÀ questions, and that you have agreed to grant such a

request. Wå understand that the underuriter is an experienced underwriter and will be

caßying out other procedures it deems appropriate to obtain whatever information it believes

is necessary to complete its investigatÌon of.the financial affairs of the Company' Our audits of

the Company,s inancial statements referred to above were not carried out for the purpose of

such investigation, and our auditors' rgports, our comfort letter, and the answers that we may

give at the due diligence meeting are not to be relied upon for that purpose'

we will provide a comfort letter to the underwriter which we will prepare in accordance with

the guidànce contained in CICA Section 7200. We will advise you of the matters on which the

uncãrwriter is seeking comfort and the procedures they are requesting. As the company' not

the underwriter, will 6ear the cost of preparing lhe comfort letter, we will discuss with you the

fracticality and effectiveness of the requested procedures in providing the desired comfort'

ln accordance with professional standards, our auditwas canied out solely for the purpose of

providing us with sufficient appropriate audit evidence to support our opinion on the financial

statements refened to above. There is no assurance that the procedures we perform for

purposes of the comfort letter and our responses at the due diligence meeting will address all

bt ine questions that the underwriter and the underwriteis legal counsel may have' You

should be aware that there could be sensitive matters that the underwriter and the

underwriter,s legal counsel may ask us to address either in the comfort letter or during the due

diligence meeting that coutd affect lhe outcome of the proposed offering of securities. Ai due

dililence meetings we will not respond to unden¡rriters' questions dealing with- matters that are

generally managemenfs concern or that involve predictions about future events or which are

, beyond the scope of our practice and personal knowledge. unless otherwise instructed by

you, *" shall attempt to perform all of the requested procedures and answer all questions

asked at the due diligence meeting.

you acknowledge that we have no responsibility to you if the results of our procedures or our

answers to the questions asked at the due Citigence meeting result in termination of, or

change in, the proioseO securities offering or ln misuse of any confìdential information

discussed at the meeting. You also acknowtedge that you have requested us to cooperate in
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every way w¡th the underwriter and the underwriter's legal counsel' by performing the

requested procedures ãñO Oy answering any questions they may ask in the due diligence

meeting.

You also agree to indemnity and hold harmless all members of the engagement team and

Èi*iãVoü"g LLp trom any claim by the.underwriter and the underwriter's legal counsel' of

anv other third party, iliätiií.À. ãs a result of our comfort letter or our attendance at the due

ãiliÇä rå"ì¡'ig áid our responses.to questions asked at such meeting'

We shall advise the undãrwritär that infoimation aoquired by them in our comfort letter or as a

result of our responses to their questions at the due diligenãe meetlng is confidential and is to

be used onty ín 
"onnJ"ùon'*irn 

tr't" securitiås onering-referred.to above, ln addition, we will

notify the underwritei ãi äüipi"r"ssional standardã for participation in a due diligence

'rJl En¡,tsr &YouNG

meeting.

Fees

our fees will be billed as work progresses are based on the amount of time iequired' Payment

in fullshould be made within 30 dãys of the date each billing.is received. Hourly rates for our

professionals for this engagement, in Canadìan dollars, are det out below' Allfees and rates

äuot i excluded appticaUte taxes. Direct out-of-pocket expenses witl be invoiced to you at our

cost.
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Level

Partner
Senior Manager
Manager
Senior
Staff

Hourly rate

$650
$450
$350
$225
$r50

our estimated fees and schedule of performance are based upon, among other things, the

assumption that all n""rr*"ry informaìion will be available to us on a timely basis and that the

,""pu'of our services is not expanded beyond those described herein' should our

assumptions with respect to these matlers be inãorrect or should the condition of the records'

degreo of cooperation, ot other matters beyOnd our reason-able control require additional

commitments by us UåV*O-no"e upon whic-h our estimated fees are based' we may adjust

our fees and planned completion dates'

we very much appreciate the opportunity to provide services to the Gompany in respect of the

prospectus and would be pleased to furnish any additional information you may request

concerning our responsibilitþs and functions. Please let us know immediately if you have any

concerns about the terms of engagement as described in this letter.
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Additional terms and condRlons are attached and form en lntegral part of this engâgement

letter; they govern our respective.rights and obligations arising out of this engagement.

To confirm these anangements as outlined ara ln accordance wlth your requlrements and are

acceptable, please sígn one copy of this letter in the space provided and return Ít to us'

Yours very truly,

1l

Chartered Accountants

Aqreed:
Sin o-Forest Corporatlon

Title: Officer

Acknowledoed on behalf of the

Mr- Jamie
Chair of the Committee

/J.P
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Except as othe'n¡¿ise specifically provided in the engagement lelter or contract to which these

terms and conditíons are attáched (collectivety, tne "Agreement') the follow-¡n9 ariditional

terrns and conditions shall apply. As ùsed hereln "EY" refers to the Ganadian firm of Ernsi &

foung l-Le.'Ey En¡¡es" réáni EY, atl members of the globatErnst & Young network, Ernst

a Våüng Global Lirnited, and any of their respective afhliates (and "EY Entity" means any one

of them).

1. Services - EY shall exercise due professional care and competence in the performance of

the services provided pursuant to this Agreement (the "services").

2. Unexpected events - lf changes to the scope or timing of any Services are required

because ol a chanée in app$ãable law or professional standards or events beyond a

pãñ" reasonable iontrol,"but not involving its fault or neglìgence (any..of which' a

I'Chánge,'¡, the parties agree to adjust the fees for, and/or timing of, the Services

"ppioðr¡uiåly 
,nb, ü-n".ã*rary, Cliént will obtain Audil Cornmittee approval of such

åãiusfu,ents. Each party shall bó glcu:ed from default or delay in lhe performance of its

oUiigations (other in* óryt"nt obtigations) under this Agreement to the extent caused by

a Change.

3. Client data and information - client will provide, or cause to be provided, to EY in a

timely mann"r 
"o*pfui" 

and accurate data and information ("Client Data") and access to

resources u" tuy U" teasonably required by EY to perfo.rm-the Servíoes' EY may disclose

Client Data, ¡nclujng puttonuí informatioú to other EY Entities for the purposes of (i)

,"no"ring the serviõeä, (ii) tutRtting EY Entities' professional obligations to rnanage

conflicts of ¡nteiesi ááO'io mainiain auditor independence and (iii) implementing

sianàaroizea performance recording and documentation systems within the global Ernst &

young netwoik. Ey Entities or theii service providers may process and store Clíent Data'

which-may include personal information, outside of Canada'

4, Confidentiatity - subject to the other terms'of this Agreement, both client and EY. agree

that they will iake reásonable steps to maintain the confidentiality of any proprietary or

confidential information of the other'

5. Privacy - client confirms to EY that it has obtained any consents that may be required

under applic"ul.-piiu""v legislation for any collection,.use or disclosure of personal

ìnformation that isiece"""ry-in orderfor EYto provide the Services. EY shall adhere to

applicable.privacy i"ã"øtion when dealing with personal information that was obtained

from Client. pers'onal inforrnation is collected, used and dísclosed by EY in accordance

with EY,s privacy policy, which is available at http:/lwwwey.com/ca'
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6. Audltor oversight - Client hereby acknowledges that EY rnay from time to tÍme receive

requests or ordérs from the Canådian Publíe Accountability Board or from professlonal,

seeurities or other regulatory or governmental authorities that fulfill similar functlons (both

in Canada anO abroaä¡ to providã them with information and copies of documents in-EY's

files including EY's wôrking papers, and other work-product relating to Clienfs affairs.

Client consents to eV prõviC¡ng or producing, as applicable, these documents and

information without further refereñce to, or authority from, Glient. Except where prohibited

by law, if a request or order is directly related to an inspection or investigation of EY's

aûOit of Client, EY will advise Glient of the request or order.

When a regulatory authority requests access to EY's working papers and other work-

product relãting to Client's affairs, EY will, on a rcasonable.efforts basis, refuse access to

äny document over which Client has expressly informed EY that Client asserts privÌle$e,

exáept where disclosure of documents is required by law or requested by a provincial

lnstitute/Order of Chartered Accountants pursuant to its statutory authority. Client must

mark any document over which it asserts privilege as privileged and inform. EY of the

grounds for Clienfs assertion of privilege (such as whether il claims solicitor-Client

privllegé or litigatlon privilege).

Ëy wi¡ also be required to provide information relating to the fees that EY collects ftom

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

T. lntemet communications - Unless otherwise agreed with Client, EY and other EY

Entities may correspond by means of the lntemet or other eleclronic media or provide

information-to Ctient in elêctronic form. There are inherent risks associated with the

electronic transmission of information on the tnternet or ötherwise. EY cannot guarantee

.the security and integrity of any electronic communications sent or received in relation to

this engagement and cãnnot guarantee that lransmissions or other electronic information

will be ireè from infection by viruses or other forms of malicious softyare.

g. Rlght to terminate seryices - Subject to any applicable professional sta¡dards and

legìslation, either party may terminate this Agreement, with or without cause, by provldlng

*ritten notice to the other party. ln the event of early termination, for whatever reason,

Client will be invoiced for time ãnd expenses incurred up to the end of the notice period

together with reasonable time and expenses incurred to bring the engagement to a close

inä prompt and orderly manner, EY shallalso have the right, upon 7 days prior.notice, to

suspänd performance of the Services in the event Client fails to pay any arnount required

to be paid underthis Agreement'
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g. Expenses - Client shall reirnburse EY for all reasonable expenses incurred in connection

witir the performance of the Services. The cosls of admínístrative items such as

telephone, research material, facsimile, ovemight T?¡1, messenger, administrative

support, among others will be billed to bt¡ent ai 11.5o/o of EY's fees for professional

servÌces. Reasonable and customary out-of-pocket expenses for items sUch as travel'

meals, accornmodations and other expenses specificaliy related to this engagement will

also be charged.

10. Billing and taxes - Bills including expenses will be rendered on a regular basis as the

assignrnent progresses. AccountJare due when rendered. lnterest on overdue accounis

is calculated at the rate noted on ihe invoice commencing 30 days following the date of

the invoice. The fees, expenses and other charges payable pursuant to this Agreement do

not include taxes ãr'duties. All applicable taxes sr duties, whether presently in force.or

imposed in the future. shall be assumed and paid by Client without deduction from the

fees, expenses and charges hereunder.

11. Governlng law - This Agreement shall be governed by-and construed in accordance with

the laws of the provincã of ontario and tñe laws of 
-Canada 

applicable.therein,.without

i"guiJ to principles of conflicts of law. The parties hereby inevocably and unconditionally

submit and attorn io the eiclusive jurisdidiän of tho courts of the Province of Ontario in

connection witn any Oispute, claim or other matter arising out of or relating to this

Agreement or the Services.

12. Ey reports - Ey retains all copyright and other intellectual property rights in-everyihing
- 

ireateb by EY before or during the course of an engagement, including all EY.reports'

advice or other EY cornmun¡cãtíons of any kind ("Ei Reports') and all methodoJogies,

tools, systems, softirare and working pap"ti created !I EV.Any EY RepgÍl a.re intended

solely fór g¡e purpãse described ¡ñ tñé e-ngagement lette_r or contract to which these terms

and conditions are attached. Except as. oi[rerw¡r* specifically agreed in such engag.ement

letter or contract Client shallnot refer to EY or reproduce' quote or refer.to uny Fy Reqqrt

tãi "rw 
portion, iur*ury or abstrâct thereof)'in a1y document filed or distributed in

òonneót¡ón w¡th (¡Í ã pur.É6" or sale of securities or (ii) continuous disclosure obligations

under appticable' securities laws. EY assumes no duty, obligation or responsibility

whatsoever to any in¡ià pàtti". that obtain access to an EY Report (i'e' parties 
-other 

than

those to whom 
"i't 

EV Report is addressed). Any services or procedu.res.performed for

Ctient wi¡ not be ólanneO àr conducted (D ¡n coniemplation of reliance by third parties (ii)

with respect to 
"nV 

specific transactions'óontemplated by third parties or (iii) with.r":pg:l

to the ínterests ãi ,åqu¡r"ments of third partiei' Clieni may not rely on any draft EY

Report.
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13. Limitation of llabillty - To the fullest extent permifted by law and regardlèss of 
-whether

such liability is based on breach of contract, tort (including negligence), breach of statute,

strict liability, failure of essential purpose or othenarise,

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

shall only úe liable for its proportionate share of any total liability based on-degree of
fault having regard to the contribution to any loss or damage in question of any ofher

persons responsible and/or liable for such loss and damage;

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

indirect, punitive or special damages (including loss of profits, data, business or

goodwií['in connection with ihe performance of the Services or othen¡lise under this

Ãgreement, even if the relevant party has been advised of the likelihood of such

damages; and

(c) in any case the total aggregate liabitity of EY arising out of or relating to this' ' 
Rgreement or the Serviceð sfrãtl ne limited to the greater of (i) the totqlfgg" p_aid to EY

tor tne Services and (ii) $1,000,000. This paragraph (c) shall not limit liability for death,

bodily ínjury, physical damage to tangible property, fraud or wilful misconduot'

For the purposes of this section ('Limitation of Liability"), the term EY includes all other EY

Entitîes and any subcontractors, members, shareholders, directors, officers, managers,

partners or employees of EY or any other EY Entity.

14. Global rêsources - EY may use the services of personnel from other EY Entities to assist

it in providing the.Services. EY shalt be solely responsible.for the performance of the

Services and all of the other liabilities and obfigations of EY under this Agreement whether

or not performed, in whole or part, by EY, any other EY Entity, or any subcontractor or
personnel of any EY Entity. Client and its affiliates or other persons or entities for or in

iespect of which any of the Services are provided shall have no recourse, and shall bring

no'cla¡* (whether in conhact, tort, or otherwise) against any EY Entity other than EY, or

against any subcontractors, members, shareholders, directors, offìcers, managers,

pãñn"r. or employees of EY or any other EY Entig, or any of iheir respective assets, in

bonnection with the performance of the Services or otherwise under the Agreement' Other

Ey En¡ties and any subcontractors, rnembers, shareholders, directors, officers,

managers, partners or employees of EY or any other EY Enti$ shall have the express

benefit of this section and shall have the right to rely on and enforce any of its terms.

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

purposes 
'apþlicabte 

rules and interpretations of the US Securities and Exchange

bommission relating to auditor independence and any applicable rulês or guidance from a

provin cial I nstitute/Order of Chartered Accou ntants havi ng jurisdiction).
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16. Solicltation and hlrlng of EY personnel - EY's independence could be compromised if

Cltent were to hire certain EY personnel. \Mthout the prior written consent of EY, Client

shall not solicit for employmeni or for a position on its Board of Directors, nor hire, any

current or former partner or professional employee of any of EY, any affiliate thereof or

any other Ey Entiiy, if such partner or professionat ernployee has been involved in the

p"rforrnrn." of ani, audit, r"vi"w, attest or assurancg service for or relating to Client at

äny time since tné Oate of filing of Clients most recent financial statements with the

relevant securities regulator(s) oi stock exchange(s) (or, if Client has not previously filed

such financia¡ statemðnts, s¡nóe the beginning oÍ the most recent fiscal year to be covered

by Clients first such financial statements), or in the 12 months preceding that date.

17. Severability - ln the event any provision of this Agreement is determined to be invalid,

iilegal or unênforcðable, in wfroie or in part, such provision-shell be deemed severed from

this-Agreement to tná ertent required ahO tnu remainder of this Agreement shall remain ín

full force and effect.

18. Legal proceedings - ln the event EY is requested þy Client or is required by government

rug-ut"i¡on, subpoËna, or other tegal process lo produce documents or personnel as

wltnesses with respeci to the engaglmeni for Client, and provided that EY is not a party to

itt" t.b"l proceedings, Client shãlt reimburse EY for professional time and expenses' as

weil aé the fees an¿-eiperrses of counsel, lncurred in responding to such requests.

19. LLP status - EY is a registered limited liabilìty partnership (:'LLP") con[n.ue{ under the

1.6 of the province of Oñtarío and is regisiereá as an extra-provincial LLP in Quebec and

other Canadi"n piouin".s. Generally, a-partner of an LLP has a degree of limited.liability

óioiection in thai he or she is not peisonälty liaute.for any debts, obligatíons or liabilities of

the LLP that arisã from the nugligunce ôf another partner or any person.under that

partner's direct supervision or cónirot. As an LLP, .EY is requ.ired. to maintain-certain

insurance. Ey,s in"ut"n"u exceeds the mandatory professional liability insurance

'."qu¡iàr"nts 
established by any provincial lnstitute/Order of Chartered Accountants'
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20. Miscellaneous - EY shall provide all Services as an independent contractor and nothing

shall be construed to create a partnership, joint venture or other relationship between EY

and Client. Neilher party shall have the right, power or authority to obligate or bind the

other in any mannei. This Agreement shall not be modified except by written agreernenl

signed by t-he parties. This Agreement'may not be assigned in whole or in part by Client

wiínout Éy's prior written cõnsent, not to be unreasonably withheld. Any terms and

provisions of tnis Agreement that by their nature operate beyond the term or expiry of this

Àgreement shall survive the termínation or expiry of this Agreement, lncluding without

liñ¡tation those provisions headed Client Data & lnformation, Confidentiality, Audiior

Oversight, L¡mitaiisn of Liability, Global Resources, Solicitation & Hiring of EY Personnel,

and Legaí Proceedíngs. This Agreement shall enure to the benefit of and be binding upon

the pañies and theiriespective successors and permitted assigns. The provis'rons of this

AgËement shall operate for the benefit of, and may be'enforced by, other ËY Entities and

añy subcontractors, rnembers, shareholders, directors, officers, managers, partners or

employees of EY or any other EY Entity. This Agreement const¡tutes the entire agreement

betweän the parties relating to its subject matter and supersedes all prior representations,

negotiations and understandings-
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.ey.dòrn/Çe

Mr,.D-avid HprqleJ
Chief Finência!, Officqr
S i n o- F¡ r-es{ CorP p mli.o¡
:90 BUr¡har¡tliqt pe Rd. W-,.Sultë
Mississauçia; ON,:L5B 3C3

'Exih a n g e:O-ff er lUern g r4ndu.m

This will.confir¡n
of the

Due:2Ð1{
primary

sf the

Wlth rttur'

Audited'fi nanq¡a! staf emen{s

22 June 2009:

Me.¡np.randuniî

servTceg in
for the

Notes
:ÇornpqnV., 'O-nT:pãrtnei, Einda Zhu, wili have..

i:

!i

ii
,i

1208 i:.ii
!¡

ii
i¡

'' - . l:'.
fOfferin0

ir

,L

l

!
t.\_

1
Zß09



!\ ," r

' ) l.'

llllIIItlllIlll'tlIll'll'l'llitnrrrrrIi'r* 

i ""'
¿Èltèl-

. :i.Ðf'- '

4f,nrusraY,ou¡vc

desg.t'¡b.g-.dj

-
I

.Memoranrdum that:iþ derìv. ed from sqçh f¡nanojal,statements. we ar.e alqo required to update
our comr,nuhiçqiionswith thç Çö.m_Þänyis legal csunset.and qbtAin tepresèntaiioÀi i*rn
trlanegB¡¡_-s¡¡,similàr{oihose:we cu.stonra¡lly recejvê es þartof oul.ai:riLjäl auditj

Ur¡auilited Intârirn financiall siat.enents

p.eriod ard
usg qf qqr,

p-ur Biofêssional standgtds
ôf ' tije; Gó rhpa qy's, lirter:i m

Il
J'

I

1
I

l

Ïhe rerde,¡rprope'dungg wB çarry oul,are

pericids. .Accordingiy;- the f.çview
on'Íheìntertn finq¡cia

:-{rJ,EtlLrgu. t 1v\lú

thereqnto the'audil
f-of the,three..tlionths.

be'ìncorporated þÌ in'ihp:O.,ffpfrng
çYent '[Êv. f ew prp.Êed uies.

afi aud¡t'arid w.ould
oi d¡stlosur.es in, thá ínterir.n fiÍranciai

di¡ nof result irl the expression of an :audit o.p'írliqn

ittlrgñnai OfÞÌ¡tr0 Mernqrandun+is.delalied, þe Gqr,npanyïxay d.dqiriilnè,that.ii isriêies$ary,
to ppdatierthe älterÍrn,fmar¡clql'slqtgmenß. tt sueh iS'tne case- thenrry€t wcj.rrid haveto perfgr.in
addiflônairevjew::Bro.çedqresion,.the úþ..d¿ited unaudiied interirn fìnencíâl stateme¡i,3i

i

lf infOrmatìon, cotïêÞ :to duf'attent¡on vúh leads us to qtri:slon whether thejnTerim fnanöiâl
stâteméntè. are ihatérially,in enor or.np! .a_cçor.dance with gênëralty aecepìed.aceountil.lg
prihölples, we;willinfOrm you qnd acti'on is required,

lf as a resuli oi:our,wpfkwe are rèquiieg
of ihe'unauciited. inferim
Memofandum, we.will prgviQe a written
reference :in' the Ofi'öijng Mêmorandúrn.
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We:,atb,reguired :upon the reqUest

Upon,closing of the offering:

. A bring-d-own letter
Manaþer.

-æ+*Ñ-

of thê DeätMariäge¡ ts issúe thé'following.leters;
:i

io the Diiectors of the GornpBny and the Deql

i,¡¡r': 
¡

,ffFnvsr&Y'ouNG

consistent.with .the audited and f ì n a-nqiä I Þtatem .e ¡,1t9 in,.th é Ofierì n g lil em o ra ndu m in
accgrdq¡cg wiúr' the g,uí.dÊnce in 7-500.

f,w.g bççqm.q lSwarê of info¡:matlon ;although not inqo,ngislen.t.witþ. the finqncial;
:gtatenierits;. appeais to eonst¡tuie, a' féad.ing.$e O.fferin$

wlth managêment or wÈh the gompany'.s,legp¡

We:ryiqy. wj$h. tg:'receiv¿'lVf.itiçn :Celrlfrhatiôn f¡:ôm

lo

:consentl rnay-. b.e proÙided.
.:'

'Cornrnurilcations r.eqqi¡ed ;by other P,.a(ips

.j

L
f-

=jI
,l
'l

. 'i
Upon.conptetign ;qf tfie Offerinþ,MÞmoÈandumi

.:'i
, À qQrnfprt leltú addressed tå tÌie Djreotors of thq Cgm.peq.y qnd the Deal Mänåg.er

expreésÌng àscurançeq wíth jlespectto;spécified firiancjai'Ìnfsirnation.ineludêd oi
'in ëorp,o rated: þy tefe.l-ên¿e in,ithe offeri n g memotìa ndum.
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Auditor assistaricê,ts-the Deal Manaqel

of .íss-uíng q cgmñrt te.ttet'the Deal.
au-ditprs' our
rejerence
Manage¡rsj'iequesf ahd the.resulfs qf
underiitand ïhat thç Þe?lþlaÍi¿iger näY
meeting?). âtrwti¡cti lhe D-eal,

U$ qe.fta¡n ques-tions; ¿ind:.that

Mernoiändurn, set qg.trthg p¡p.ced.ureS'perrpir,n èd at the' De a I

Ithe Ðeal lvl'anager is
.apprgprþte.tp.òbþin
inúestlgation bf the. finanþiel affa¡rs

Wêre riot

diligence rlreetíng-Ere'nof tO þe..

the

ii þeiiçVqs is nd.qeësary to oornplete: its

.toithat purpose.;

Ë¡n'

iL,

rl

afrd.,

.Ganadâ
:i

Ofiqring

Déal.Manager
Sectioo 7å-00,

frorn
us,.1i1/e

ttiÞ,öoÉt of w¡ll
re- -qUesfêd prtíêild iirés in providin g

Ou¡ gonifor,t.letter. is noi to þe retied qr¡gJed:or rêfërredto by'thç addreqseÊs oi anyof
,their w-ith ttie.offer, salê.or exchange
sfth

to
cqnnëctid-n rryith ttre,p-ffer¡ Salo oi'exchange of the
without lirr¡itaiion âny offer'or çale of'such

fhe:Ðeal'Mqngge''. regF.rding tiiê
will advÍse,:.li¡I¡ iif'the matters on whibh

Stefes. Fbt greater. certeinty;'cur oöinfort
bythe addr.essee.s. or :ány. oJ theír

and the',Unìted Stateç Hriderany äpplicable
Merngi'anduni..

l securiliè-s on an exempt bqsis outside,of
regíçtralirjn exenrptions iefêiièd to:¡n the

In.acçordaiìcê with pipfessional standards, ou¡: audii,wds',çr¡iried put solel¡ir ior the.pufpqse of
providi¡g us with sutficien! qpproprlate au.dit evidence to supporl our o-plniôn oä th'e finâncial
stbiemenls retened to above. Therè is no,iassurancethatthe pibbed.ures we perform for
purposes'of the comfort lette¡: and ou'r respönses,áf the due diiigence meeting,wifl add¡:egs all
:ôf the qUeètíons that the Deal Managei and the Deal Managefs iegat counsels may have.
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Leùef

Partner'
:s-e¡io¡ Mqnager
Mariàge-r
Senior
Statt

trFnrusr&YauNç

that
o!¡r

4l! membçrs.qi.tnê €ngaberneñtléarn. and
Mepqgqn'êh.d lhe Deal Managei's legàl
ä result,pf Qur çomfQrtlelteror our afiè-ndance

You should: be aw,ar.e that thÇrp por¡ld nratters,thaüfþ Deai Manager arid the-

cor¡cê rn ör th at i nvp tve pre:d i ctio ns ab out fu tu re
eyënts. or,whieh .aro. b9. ¡ro¡d sçp,pe
othçwrrÌs:e In-Strueteil 5y ygu, we: and
aRswÞr a!Ì quêSt¡ons.àsked' at the dgg rneéling,

II
;J-

'l

sps'tg¡:q¡rqst¡ohs ASkéd.qt sgoh meetinö;.

Wg ËhailailVi'$e thd Eêal tulanager fr¿iti¡ntonnatio.rr agquÍred þy tttem in ou¡ comffilgttçrr or
as,aiesplt.of öuf ,ieqpqnseè:tó.thèir quÞstions,atthe dqe diUgenoe me.etingjS qgnf,"dential.and

is fo U.e Used only in connectton wiih the Exçh?ngg,Noles effè¡irig.refqfrçd tg ab*ive: ln.
ap{itionr WeW¡ll nqf¡fythë Deal Manâgçr.of ouiprofessiortalstandardg'ior particiBatloñ ln a:

duç"diliigÞnæ mèètins. 
ii;iiFêes, 
ii
i

Ouf fees whieh ,witl.be bi[led pç'wor(,pqbgrçss-eq aie þased. on the.,arnpunt of tirne required-
Paymentlin full shpt¡ld þe rnade wifhìn:,á0:days.of fhe date each billing. is reoeivedr Houily
.rates-foi ourpiofessiohals f,or,fÌ¡is engdþement, iH Canãdian dolla'rs; qÍg s.et qut Þèlowi All
fêes and raies quo-ted exclude.applicabje,tai<es. Dliêci:oqt:ofrpocKet,exBenses,wili be

.inveiced to you. atour cost" ìi

Hourly rate
.$6s0"

$45o
$3Þo
$225
$150
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November 17,2OOg

Mn James Hyde
Chair of the Audit Committee
Sino-Forest Corporation
90 Burnhamthorpe Rd W., Suite 1208
Mississauga, ON, L5B 3C3

Re: Short Form Prospectus

This will confirm the engagement of Ernst & Young LLP ('we' or'EY') to perform services in
respect of the prospectuJior Sine.Forest Corporation (the "Compan/). Our partner, Línda

Zhu, will have primary responsibility for this engagemenl

Management of the Company and the underwriter bear the primary responsibility to ensure
the plospectus contains no misrepresentations. Our procedures with respect to this

engagement will be performed in accordance with our professional standards as set out in
ClõA-section 7110 - Auditor lnvolvement with Offering Documents of Public and Pivato
Entìties, and other requirements as set out héreunder. These procedures are designed to

enable us to issue our consent to the use of our auditors' report to demonstrate to readers

that we have been involved with the prospectus. Our consent is to be included'in the
prospectus.

Audited financial statements

Pursuant to Ganadian securities laws, the comparative annual financial statements for the

most recently completed financial year are incorporated by reference in the prospectus.

We have audited the balance sheets of the Company as at December 31, 2008 and 2007,

and the statements of income and retained eârnings, comprehensive income and cash,flows

for the years then ended. Our report to the shareholders on the comparative annual financial

statements for the year ended December 31, 2008 was dated March 13, 2009 and is to be

incorporated by reference in the prospectub relating to the offering of common shares of the

Company, to be filed by the Company under the Securities Acts of British Columbia, Alberta,

Saskatchewan, Manitoba, Ontario, New Brunswick, Nova Scotía, Prince Edward lsland,

Quebec and Nevvfoundland and Labrador (the "Acts")

ln order to provide our consent to the use of our auditors' report in the prospectus, it will be

necessary for us to pelorm subsequent events review procedures with respect to the

preliminary and final prospectuses and the closing of the offering. This work is expected to be

comprised of limited enquiry and review procedures designed to provide assurance that

management has ídentífied events arising after the date of the auditors' report in the
in, the audited financial
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siatements or other information ín the prospectus that is deríved from such financial

statements. We are also required to update our communications with the Company's legal

counsel and obtain representations from management similar to those we customarily receive

as part of our annual audit.

Unaudited interim financial statements

pursuant lo Canadian securities laws, comparative interim financial statements for the most

recentty completed financial period are incorporated by reference in the prospectus- ln order

to con-sent tb tfre use of ôur auditors report in the prospectus described above, our

piofess¡onal standards require that we carry out certain procedures including a review of the

õoÀpariy,s ínterim financiål stalements forlhe three and nine rnonths ended September 30'

ZOOS añO 2008 and any other interim financial statements that may be issued. and

Ncó-tpor"teO by reference in the prospectus. We have reviewed the interim consolidated

finan'cial statement for the three anä nine month period ended September 30, 2009 and 2008

and provided our report thereon to the audit committee of Sino-Forest Corporation' ln order

for the interim finaniial statements for the three and nine months period ended September 30'

ZõOôãnO 2008 to be incorporated by reference'in the'short form prospectus, we will have to

õõrpfeté additional subsequent event review procedures.

The period covered by the interim financial information is specified by seôurities legislation. lf

the hnal prospectus is delayed, it may be necessary to. update the interim financial

staternents. tf such is.the case, then we would have to perform additional review procedures

on the updated unaudited interim financial statements.

The review procedures we carry out are significantly less extensive than an-audit and would

nôt necess"rily reveal matters requiring adjustments to or disctosures in the interim financial

information. Further, adjustments and disclosures may later be determined to be necessary

as a result of our subsequent audit of the 2009 financial stalements that include such interim

periods. Accordingly, the review proceiJures do not result in the expression of an audit opinion

on the interim financial statements'

lf information comes to our attention which leads us to question whether the interim financial

statements are materially in error or not ín accordance with generally accepted accounting

principles, we will inform you and discuss what further action is required-

lf as a result of our work we are required to express a reservation in our report on our review

of the unaudited interim financial statements to be incorporated by reference in the

prospectus, we will provide a written report on our review thereof to be included in the

prospectus.
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Other information in the prospectus

ln addition to financial statements, a prospectus includes other financial information and

information of a non-financial nature. As such other information may be relevant to the

financial statements and our audit or review thereof, we will perform procedures to determine

whether this other financial and non-financial information is consistent with the audited and

unaudited financial statements in the prospectus in accordance with the guidance in CICA

Section 7500.

lf we become aware of information tha! although not inconsistent with the financial

statements, appears to constitute a misrepresentation when reading the prospectus, we will

discuss the matter with management or with the Çompany's legal counsel, with the consent of

management. We may wish to receive written confirmation from legal counsel of their view on

the mãtter. ln the event that the apparent inconsistency is not resolved to our satisfaction, we

will advise theAudit Committee and consider whether our consent may be provided.

Communlcations rbquired by securitles commlssions and other partles

We are required by provincial.securities legislation to issue the following letters:

Upon filing the preliminary prospectus:

(D An unsigned comfort letter addressed to the Directors of the Company and the

underwriter expressing .assurances with respect to specified financial

information included in the prospectus;

Upon filing the final ProsPectus:

(¡) Gonsent letters addressed to the securities commissions and the undenruriter,

in which we give our consent to the use of our report in the prospectus; 
.

(i¡) A comfort letter addressed to the Directors of the Gompany and the underwriter

expressing assurances with respect to specified fìnancial information included

in the prospectus;

Upon closing of the ProsPectus:

(í) An updated comfort letter addressed to the Directors of the Company and the

underwriter.
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Auditor assistance to the underwriter

As indicated above, in connection with the proposed offeríng of securities, we understand ihat

the underwriting agreement will provide that we perform certain procedures for the purpose of

issuing a comfort letter to the underwriter. The comfort letter would make reference to our

auditors' report and our review of the unaudited interim financial statements incoçorated by

reference in the prospectus, and set out the procedures performed at the underwrite/s

request and the results of performing those procedurçs. ln addition, we understand that the

unden¡rriter may request that we attend a meeting (the'due diligence meeting") at which the

underwriter and the underwrite/s legal counsel may wish to ask us certain questions, and that

you have agreed to grant such a requesl We understand that the underwriter is an

ãxperienbed underwritei and will be carrying out other procedures it deems appropriate to

obiain whatever information it believes is necessary to complete its inveÖtigation of the

financial affairs of the Cornpany..Our audits of the Gompany's financial statements refened to

above were not canied out for the purpose of such investigation, and our audilors' reports, our

comfort letter, and the answers that we may give at the due diligence meeting are not to be

relíed upon for that Purpose.

We will provide a comfort letter to lhe underwriter which we will prepare in accordarice with

the guidance contained in CIGA Section 7200. We will advise you of the matlers on whiih the

undãrwriter is seeking comfort and the procedures they are requesting. As the Company, not

the underwri1er, will bear the cost of preparing the eomfort letter, we will discuss with you the

practicality and effectiveness of lhe requested procedures in providing the desired comfort.

ln accordance with professional standards, oúr audit was carried out solely for the purpose of

providing us with sufficient appropriate audit evidence to support our opiníon on the financial

st"tements referred to above. There is no assurance that the procedures we perform for

purposes of the comfort letter anö our responses at the due diligence meeting will address all

o¡ ine questions that the underwriter and the underwriteCs legal counsel may have. You

should 
-b" 

"*"re 
that there could be sensitive mattèrs that the underwriter and the

underwriter's legal counsel may ask us to address either in the comfort letter or during the due

dilígence meeüñg that could affect the outcome of the proposed offering of securities. At due

dililence meetings we will not respond to underwriters' questions dealing with matters that are

geñerally management's concern or that involve predictions about future events or which are

ËeyonO in" 
""opé 

of our practice and personal knowledge. Unless otherwise instructed by

yoú, r" shall attempt to perform all of the requested procedures and answer all questíons

asked at the due diligence meeting.

you acknowledge that we have no responsibÍlily to you if the results of our procedures or- our

answers to thJquestions asked at tire due diligence meeting result in termination of, or

àn"ngu in, the proposeo securities offering or ln rnisuse of any confidential information

discu'ssed at the meeting. You also acknowledge that you have requested us to cooperaie in
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every way with the underwriter and the underwriter's legal counsel, by performing the

requêsteO procedures and by answering any questions they may ask in the due diligence

meeting.

you also agree to indemnify and hold harmless all members of the engagement team and

Èr*t a Voüng LLP from any claim by the underwriter and the underwriter's legal counsel,. or

ãny otfrer thirã party, that arises as a result of our comfort letter or our attendance at the due

dilþence meetiñg and our responses to questions asked at such meeting.

We shall advise the underwriter that information acquired by them in our comfort letter or as a

result of our responses to their questions at the due diligence meeting is confidential and is to

be used onÍy in connection with the securilies offering referred to above. ln addition, we will

ñotiÇ tne underwriter of our professional standards for participation in a'due diligence

meeting.

P.ess

Our fees will be billed as work progresses are based on the amount of time required. Payment

in full should be made within 30 days of the date each billing is received. Hourly rates for our

professionals for this engagement, in Canadian dollars, are set out below. All fees and rates

quoted excluded applicable taxes. Direct out-of-pocket expenses will be invoiced to you at our

cost.

Hourly rate

$650
$450
$350
$225
$150

I

I

I

t

I
J

Level
Partner
Senior Manager
Manager
Senior
Staff

Our estimated fees and schedule of 
'performance 

are based upon! among other things, the

assumption that all necessary Ínformation will be available to us on a timely basis and that the

scope of our services is not expanded beyond those described herein. Should our

asslmptions with respect to these matters be incorrect or should the condition of the records'

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

coñrmitments by us beyond those upon which our estimated fees are based, we may adiust

our fees and planned completion dates.

We very much appreciate the opportunity to provide services to the Company in respect of the

prorp.ótur and would be pleased lo furnish any additional information you may request

concerning our responsibilities and functions. Please let us know immediately if you have any

concerns about the terms of engagement as described in this letter.I
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Terms and conditions

Except as otherwise specifically provided in the engagement letler.or contract to which these

termé and conditions are attached (collectively, the'Agreement") the following additional

terms and condilions shall apply. As used herein "EY" refers to.the Canadian firm oJ Emst &

Voung LLp. "Ey Entitíes" mËåni EY, all members of the glohal Ernst & Young network, Ernst

& yorjng Gfobal Limited, and any of their respective affiliates (and "EY Entity" means any one

of them).

1. Services - Ey shall exercise due professional care and competence in the performance of

the services provided pursuant to this Agreernent (the "services").

2. Unexpected events - lf changes to the sçope or timing of any Services are required

because of a change in appüãable law or professional standards or events beyond a

pã.tyt reasonable äontrol,''but not involving its fault or negligencq (q!y of which, a
içnånge"), the parties ajree to adjust thã fees for, and/or timin$ of, the Services

rpptop¡"iärv anä, ¡f neõ.="ry, Client will obtain Audit Committee approval of such

;ãír.ffi;ir: EacÉ party shail úé excused from default or delay in the performance of its

ãUi¡g"tion" (other than iayment obligations) under this Agreement to the extent caused by

a Change.

3. Glient data and information - Client will provide, or cause to be provided, to EY in a

timely manner complete and accurate data and information ("Client Data") and access to

tÑt"* åt t.y be reasonably required by EY to perf-orm-th,e. Services' EY may dísclose

Client Data, including 
-p"r"on"í 

information, to other EY Entities for the purposes of (i)

renjÀr¡ng t'he Serviõei, (¡D rut¡¡l¡ng EY Entities' professional obligations to manage

conflicts of interest "no'io 
mainlain auditor independence and (iii) imptementing

standardized performance recording and documentation systems within the global Ernst &

Íãù"ã nétr"oir. Ey Ènt¡t¡es or theiiservice providers may process and store Glient Data,

wnich-may include personal information, outside of Canada'

4. Gonfidentiat¡ry - Subject to the 
'other terms of thís Agreement, both Client and EY agree

that they will tãke reåsonabte steps to maintain the confidentiality of any proprietary or

confidential information of the other-

5. Privacy - Client confirms to EY that it has obtained any consents that may be required

under äpplica¡fe pri"ácy legislation for any coltection, use or disclosure of personal

informatiôn that is'necessarf in order for EY to provide the Services- EY shall adhere to

åpplicable privacy i"l¡"l"tuå when dealing with personal.ìnformation that was obtained

from client. personai information is collected, used and disclosed by EY in accordance

withEYsprivacypolicy,whichisavaílableathttp://www'ey'com/ca'
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6. Audltor oversight - Clíent hereby acknowledges that EY may from time to time receive
requests or orders from the Canadian Public Accountability Board or from professional,

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

Vl/hen a regulatory authority requests access to EYs working papers and other work-
product relating to Client's affairs, EY will, on a reasohable efforts basis, refuse access to
any document over which Client has expressly informed EY that Client asserts privilege,

except where disclosure of documents is required by law or requested by a provincial

lnstitute/.Order of Chartered Accountants pursuant to its statutory authority. Client must
mark any'document over which it asserts privilege as privileged and inform EY of the
grounds for Client's assertion of privilege (such as whether it claims solicitor-Client
privilege or litigation prívilege).

EY will also be required to provide information relating to the fees that EY collects from

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

7. lnternet communications - Unless olherwise agreed with Glient, EY and other EY
Entities may correspond. by means of the lnternet or other electronic media or prtivide
information to Glient in electronic form. There are inherent risks associated with the
electronic transmission of info¡mation on the lnternet or olherwise. EY cannot guarantee

the security and integrily of any electronic.communications sent or received in relation to
this engagement and cannot guarantee that transmissions or other electronic information
will be free from infection by viruses or other forms of malicious software'

8. Right to terminate services - Subject to any applicable professíonal standards and
legislation, either parly may terminate this Agreement, with or without cause, by providing

written notice to the other parly. ln thê event of early termination, for whatever reason,
Client will be invoiced for tíme and expenses incurred up to the end of the notice perÍod

together with reasonable time and expenses incurred to bring the engagement to a close
in a prompt and orderly manner- EY shall also have the right, upon 7 days prior notice, to
suspend performance of the Services in the event Client fails to pay any amount required
to be paid under this Agreement.
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g. Expenses - Client shall reímburse EY for all reasonable expenses incuned in connection

with the performance of the Services. The costs of administrative ítems such as
telephone, research material, facsimile, ovemight mail, messenger, administrative
support, among others will be billed to Client at 11.5o/o of EYs fees for professional

serv¡ces. Reasonable and customary out-of-pocket expense.s for items such as travel,

meals, accommodations and olher expenses specifìcally related to this engagement will
also be charged. 

:

10. Bitling and taxes - Bills including expenses will be rendered on a regular basis as the
assignment progresses. Accounts are due when rendered. lnterest on overdue accounts
is cãculated-at the rate noted on the invoíce commencing 30 days following the date of
the invoice. The fees, expenses and other charges payable pursuant to this Agreement do

not inctude taxes or duties. All applicable taxes or duties, whether presently in force or
ímposed in the future, shall be assumed and paid by Client without deduction from the
fees, expenses and charges hereunder.

11. Governing law - This Agreement shall be govemed by and construed in accordance with
the laws of lhe Province of Ontario and the laws of Canada applicable therein, without
regard to principles of conflicts of law. The parties hereby irrevocably and uncondltionally

submit and attorn to the exclusive jurisdiction of the courts of the Province of Ontario in
connection with any dispute, claini or other matter arising out of or relaling to this
Agreement or the Services. 

.

12. Ð( reports - ËY retains all copyright and other intellectual property rights in everything

created by EY before or during the course of an engagement, including all EY reports,

advice or other EY communications of any kind ("EY Reporls") and all methodologies,
tools, systems, software and working papers created by EY. Any EY Reports are intended

solely for the purpose described in the engagement letter or contract to which these terms
and óonditions are attached. Except as otherwise specifically agreed in such engagement
letter or conhact Client shall not refer to EY or reproduce, quote or refer to any EY Report
(or any portion, summary or abstract thereof) in any document filed or distributed in

corìnection with (Ð a purchase or sale of securities or (ii) continuous disclosure obligations
under applicable' securities laws. EY assumes no duty, obligation or iespohéibilit¡¡
whatsoever to any third parties that obtain access to an EY Report (i.e. parties other than
those to whom an EY Report is addressed). Any services or procedures performed for
Client wili not be planned or conducted (i) in'contemplation of reliance by third parties (ii)

vrith respect to any specific transactions contemplated by third parties or (iii) with respect

to the interests or requirements of third parties. Client may not rely on any draft EY
Report.
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13. Limitation of liabiliff - To the fullest extent permitted by law and regardless of whether

such liability is based on breach of oontract, tort (including negligence), breach of stalute,

strict liability, failure of essential purpose or otherwise,

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

shatl only Oe liable for its proportionaie share of any total liability based on degree of
fault having regard to the contribution to any loss or damage in question of any other
persons responsible and/or liablefor such loss and damage;

(b) in ho event shall either party be liable to the other for any consequential, incidental,

indirect, punitive or speciai damages (including loss. of profiis, data, business. or
goodwiil)-in connection with the performance of the Services or otherwise under this

Ãgreement, even if the relevant party has been advised of the likelihood of such

damages; and

(c) in any.case the total aggregate liability of EY arising out of or relating to this' ' 
Agreement or the Servicei inall Oe limited to the greater of (i) the total fees paid to EY

for the Services and (ii) $1,000,000. This paragraph (c) shall not limit liability for death,

bodily injury, physical damage to tangible property, fraud or wilful misconduct.

'For the purposes of this section ("Limitation of Liabilitt''), the term EY includes all other EY

Entities'and any subcontractors, members, sharehõlders, directórs, offtcers, managers,
. partners or employees of EY or any other EY Entity.

14. Global resources - EY may use the services of personnelfrom other EY Entities to assist

it in providing the Services. gy shall be solely responsible for the performance of the

Services anOãll of the other liabilities and obligatíons of EY under lhis Agreement whether

or not performed, in whole or part, by EY, any other EY Entity, or any subcontractor or

personnel of any EY Entity. Cíient anO its affiliates or other persons or entities for or in
ieipect of which any of thé Services'are provided shall have no recourse, and shall bring

no tl"¡* (whether iñ contract, tort, or otherwise) against any EY Eniity other than EY, or

against ãny subcontractors, members, shareholders, directors, officers, managers,

pãttnur" or'employees of EY or any other EY Entity, or any of lheir respective assets, in

connectíon with the performance of the Services or otherwise under the Agreement. Other

Ey Entities and any subcontractors, members, shareholders, directors, officers,

managers, partners or employees of EY or any other EY Entity shall have the express

Uenefit of this section and shall have the right to rely on and enforce any of its terms.

1S. No apptication - The preceding two sections (Limitation of Liability, Global Resourbes)

shall not apply to the extent prohibited by applicable law or regulation (including for these

purposes 
'appticable 

rutes and interpretations of the US Securities and Exchange

bommission ielating to auditor independence and any applicable rules or guídance from a
provincial I nstitute/order of chartered Accountants having j urisdiction).
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16. Solicitatlon and hiring of EY personnel - EY's independence could be compromised if

Client were to hire certain EY personnel. Without the prior written consent of EY, Client

shall not solicit for employment or for a position on its Board of Directors, nor hire, any

cunent or former partner or professional employee of any of EY,'any affiliate thereof .or
any other EY Entþ, if such partner or professional employee has been involved in the

perforr"nce of any audit, review, attest or assurE¡nce service for or relating to Client at

äny time since thá date of filing of Client's most recent financial statemenls with the

retãvant securities regulator(s) oi stock exchange(s) (or, if Client has not previously filed

such financial statemðnts, since the beginning of the most recent fiscalyear to be covered

by Client's first such financíal statements), or in the 12 months preceding that date'

17. Severability - ln the event any provision of this Agreement is determir.led to be invalid,

iltegal or unänforceable, in whoie or in part, such provision shall be deemed severed from

tñis-Àgreement to the extent required and the remainder of this Agreement shall remain in

fullforce and effect.

1g. Legal proceedings - ln the event EY is requested by Client or is required by government

ràg-utation, subpõna, or other leeial process to produce docurnents or personnel as

w¡inesses with respect to the engagement for Glient, and prwided that EY is not a party to

the legal proceedings, Client shãll-reimburse EY for professional time.and expenses,'as

well aõ the fees and expenses of counsel, incurred in responding to such requests.

19. LLp status - EY is a registered limited liability partnership C'LLP") conln.ue! under the

laws of the province of Oñtario. and is registered as an extra-provincial LLP in Quebec and

other Canadian provinces. Ge'nerälly, aþartner of an LLP has a degree of limited.lj?bilitV

protection in thai he or she is not peisonally liable for any debts, obligations or liabilities of

ine lp that arise from the negligence of another partner or any person under that

partne/s direct supervision or controt. As an LLP, EY is required to maintain certain

inrur"n.". Ey's ínsurance exceeds the mandatory professional liability insurance

iequirements established by any provincial lnstitute/Order of Chartered Accountants.
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20. Miscellaneous - EY shall provide all Services as an independent contractor and nothing

shall be construed to creatã a partnership, joint venture or othel relationship between EY

and Client. Neither party shalt have the right, power or authority to obligate or bind the

other in any mannei. Tnis Agreement shall not be modified except by written agreement

signed by tire parties. This Agreement may not be assígned in whole or in part by Client

wñhout Éy's príor written cõnsent, not tô be unreasonably withheld. Any terms and

provisions of this Agreement that b¡r their nature operate beyond lhe term or expiry of this

lgreement shall sùrvive the termination or expiry of this Agreemenl including without

limitation those provisions. headed Client Data & lnformation, Confidentiality, Auditor

Oversight, Limitaiion of Liabitity, Global Resources, Solicitation & Hiring of EY Personnel,

and Legal Proceedings. This Agreement shall enure to the benefit of and be binding upon

the part-ies and their respect'we successors and permitted_assigns. Th.e pr9yilons..of this

Agråçment shall operatefor the benefit of, and may be enforced by, other EY Entities and

añy subcontractors, members, shareholders, directors, officers, managers,- partners or

employees of EY or any other EY Entity. This Agreement constitutes the entire agreement

Uetweén the parties relãting to its subject matter and supersedes all prior representations,

negotiations and understandings.
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Novemb er 17 r 2009 offering memorandum engagement letter fo{
Convertible Senior Notes due 2016
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ãJJ Ðn¡usr*T/ou¡uc Ern5t &Yqurn LLP
ChårtEred ActcqrFtsnts
F.tili: ir',tr3
.-' iit t ilt (iìÐtç¡r \¡r (-.'i
f,-O. ?ù>; 1'.X!r-11
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November 17,2009

Mr. James Hyde
Chair of the Audit Committee
Sino-Forest Corporation
90 Burnhamthorpe Rd W, Suíte 1208
MÍssissauga, ON, LsB 3C3

ln order to provide our consent to the use of our auditors' report in the offering memorandum, it will

be necessary for us to perform subsequent events review procedures with respect to the preliminary

and final offering memorandum and the ctosing of the offering. This work is expected to be

comprised of limited enquiry and review procedures desígned to provide assurance that

management has identifìed events arising after the date of the auditors' report in the offering

memorandum that may require an adjustment to, or disclosure in' the audited fìnancial statements or

other information in the offering memorandum that is derived from such financial statements. We are

also required to uPdate our communications with the Company's counsel and obtain

representations from management as part of our annual

FIB 1 2010

Re: Offoring Memorandum

This will confirm the engagement of Ernst & Yo-trng LLP ('we'or'EY')^to pejonn services in respect

of the offering niemõra-n¿um for convertible 
-senior notes of Sino-Forest Corporation (the

'Company"). Oúr partner, Linda Zhu, will have primary responsibility for this engagernent.

Management of the Company and the underwriter bear the primary responsibility to ensure the

òff"ririti memorandum contaíns no misrepresentations. Our procedures with respect to this

éngãgãrunt will be performed in accordance with our professional standards as set out in GIGA

SeËt¡ón T11O - Auditor lnvolvoment with Offeñng Documents of Public and Private Enfiïres, and

other requirements as set out hereunder. These procedures are designed to enable us to issue our

consent io the use of our auditors' report to demonstrate to readers that we have been involved with

the offering document.

Audited financial statements

We have audited the balance sheets of the Gompany as at Decembei 3t, ZOO8 and 2-007, a.nd the

statements of income and retained earnings, comprehensive income and cash flows for the years

then ended. Our report to the shareholdeis'on the comparative annual financial statements for the

y"à, 
"no"a 

Decemb'er át, zoog was dated March 13, 20ô9 and is 
-to 

be incorporated by reference in

the offering ruror"nJrm relating to the offering and.issueof-convertible senior notes of the

Cõtnp"ny. 
-Our 

report to the directõrs of the compaiy on the 2007 financial statements dated March

tz, ioog except as to notes â, 1 B and 23 which 
'are 

as of July 17 , 2oo8 will also be incorporated by

reference in the offerini-memäran¿um, to be filed by the Company under the secur¡t¡es legislations

of ar¡t¡rn columbia, AluËrta, Saskatchelvan, Manitoba, Ontario, New Brunswick, Nova Scotia, Prince

Edward lsland and Newfoundland and Labrador-

I
1

.J

;,)

:l

audit.

similar to those we customarilY

úrl ; -t''il'?ùlñ¡i Ln .å'
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Unaudited interim financial statements

Comparative interim fìnancial statements for the most recently completed financial period are

incorporated by reference in the offering memorandum. ln order to consent to the use of our auditors'
repoà in the óffering memorandum déscribed above, our professíonal standards require that we

carry out certain procedures including a review of the Gompany's interim financial statements for the

three and nine months ended September 30, 2009 and 2008 and any other interim fìnancial
stalements that may be issued a4d incorporated by reference in the offering memorandum. We have

reviewed the interim consolidated financial statement for the three and nine month period ended

September 30, 2009 and 2008 and provided our report thereon to the audit committee of Sino-Forest
Corporation. ln order for the interim financial statements for the three and nine months period ended
September 30, 2OOg and 2008 to be incorporated by reference in the offering memorandum, we will

have to complete additional subsequent event revíew procedures.

lf the final offering memorandum is delayed, the company may determine that it is necessary to

update the interim financial statements. lf such is the case, then we would have to perform addítional

review procedures on the updated unaudited interim financial statements.

The review procedures we carry out are significantly less extensive than an audit and would not

necessarily reveal matters requiring adjustments to or dísclosures in the interim financial information.

Further, a-djustments and disctosures may later be determined to be necessary as a result of our

subsequent audit of the 2009 financial statements that include such interim periods. Accordingly, the

review procedures do not result in the expression of an audit opinion on the interim financial

statements.

lf information comes to our attention which leads us io'question whether the interim financial

statements are rnaterially in error or not in accordance with generally accepted accounting principles,

we will inform you and discuss what further action is required.

lf as a result of our work we are required to express a ieservation in our report on our review of the

unaudited interim financial statements to be incorporated by reference in the offering memorandum,

we will provide a written report on our review thereof to be included in the offering memorandum.

Other lnformation ln the offering memorandum

ln addition to financial statements, the otfering memorandum includes other financial information and

information of a non-fìnancial nature. As such other information may be relevant to the financial

statements and our audit or review thereoi we will perform procedures to determine whether this

other fìnancial and non-financial information is consistent with the audíted and unaudited financial

statements in the offering memorandum in accordance with the guidance in CICA Section 7500-

lf we become aware of infognation that, although not inconsistent with the financial statements,

appears to constitute a misîepresentation when reading the offering memorandum, we will discuss

the matter with management or with the Company's legal counsel, with the consent of managemenl.

We may wísh to receive written confirmation from legal counsel of their view on the matter- ln the
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event that the apparent inccjnsistency is not resolved to our satisfaction, we will advise the Audit

Committee and consider whether our consent may be provÍded.

Communications required by other parties

Upon the request of the underwriter, we will issue the following letters:

Upon filing the preliminary offering rnemorandum:

. An unsígned comfort letter addressed to the Directors of the Company and the

underwriter expressing assurz¡nces with respect to specified financial information included

in the offering memorandum.

Upon filing the fìnal offering memorandum:

. . Consent letters addressed to the underwriter, in which we give our consent to the use of

, our report in the offering memorandum

. A comfort letter addressed to the Directors of the Company and the underwriter

expressing assurances with respect to specified financial information included in the

offering memorandum ' 
,

Upon cfosing of the offering:

. An updated comfort letter addressed to the Directors of the.Company and the underwriter.
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Auditor assistance to the unden rriter

We understand that the underwriter wishes for us to perform certain procedures for the purpose of

issuing a comforl letter to the underwriter relating to the offering memorandum. The comfort letter

would make reference to our auditors' report and our review of the unaudited interim financial

statements incorporated by referênce in the offering memorandttm, and set out the procedures

performed at the underwrite/s request and the results of'perfonníng those procedures.

We will provide a comfort letter to the underwriter which we will prepare in accordance with the

guidance contained in CIGA Section 7200, subject to our receipt of a letter of representation from the

underwriter regarding the offering memorandum which is satisfactory to us. We will advise you of the

matters on which the underwriter is seeking eomfort and the procedures they are requesting. As the

Company, not the underwriter, will bear the cost of preparing the comfort letter, we will discuss with

you {he practicality and èffectiveness of the requested procedures in providing the desired comfort'

t

ln accordance wittr professional standards, our audit was carried out solely for the purpose of

providing us with sufficient appropriate audit evidence to support our opinion on the financial

it"turuñtr referred lo above. There is no assurance that the procedures we perform for purposes of

the comfôrt letter will ad.dress all of the questions that the underwriter and the underwritefs legal

counsel may liave. You should be aware that there could be sensitive matters that the underwriter

and-the underwrite/s legal counsel may ask us to address in the comfort letter that could affect the

outcome of the proposed offering of the convertible senior notes'

you acknowledge that we have no responsibility to you if the results of our procedures result in

termination of, õr change in, the proposed convertible senior notes offering. You also acknowledge

that you have requestãO uó to cooperate in every way with the underwriter and the underwrite/s
legal counsel, by performing the requested procedures.

you also agree to indemnify and hold harmless all members of the engagement team and Ernst &
young LLP-from any claim 6y the underwriter and the underwrite/s legal counsel, or any other third

party, that arises as a result of our comfort letter'

We shall advise the underwriter that information acquired by them in our comfort letter ís confidential

and is to be used only in connection with the convertible senior notes offering refened to above.
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$350
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Fees

Our fees will be billed as work progresses are based on the amount of time required. Payment in full

should be rnade within 30 days of the date each billing is received. Hourly rates for our professionals

for this engagement, in Canadian dollars, are set out below. All fees and rates quoted excluded

applicable taxes. Direct out-of-pocket expenses will be invoiced to you at our cost'

Level

Partner
Senior Manager
Manager
Senior
Staff

ht
l
I
J

Our estimated fees and schedule of performance are based upon, among other things, the

assumption that all necessary information will be available to us on a timely basis and that the scope

of our services is not expanded beyond those described herein. Should our assumptions with

respect to these matters be inconect or should the condition of the records, degree of cooperation,

or other matters beyond our reasonable control require additional commitments by us beyond those

upon whích oür estimated fees are based, we may adjust our fees and planned completion dates.

We very much appreciate the opportunity to provide services to the Compariy in respect of the

offering memorandum and would be pleased to furnish any additional information you fnay request

concerning our responsibilities and functions. Please let us know immediately if you have any

concerns about the terms of engagement as described in this letter.

Additionalterms and conditions are attached and form an integral part of this engagement letter; they

govern our respective rights and oblígations arising out of this engagement.

I
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spepJable, please sign one cppy 9f lhís:lellgr in Ure spaca provlcied.dñ{ retum'it tò us.

Yours Ver¡¿.truty,.
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Terms and Gonditlons

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

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

2. Unexpected events - lf changes to the seope or timing of any Services are required because of
a change in applicable law or professional standards or events beyond a party's reasonable
control, but not involving its fault or nêgligence (qny of whích, a "Change"), the parties agree to

adjust the fees for, and/or timing of, the Services appropriately and, if necessary, Client will
obiain Audit Committee approval of such adjustments. Each party shall be eicused from defqult
or delay in the performance of its obligations (other than payment obligations) under this
Agreement to the extent caused by a Change. 

-

3. Client data and information - Client will provide, or cause to be provided, to EY in a timely
manner complete and accurate data and information ("Client Data") and access to resources as

may be reasonably required by EY to perform the Servicès. EY may disclose Glient Data,

incÍuding personal information, to other EY Entities for the purposes of (i) rendering the Serviees,
(ii) fulfilling EY Entities' professional obligations to manage conflicts of interest and to maintain
auditor independence and (iii) implementing standardized performance recording and
documentation systems within the global Emst & Young network. EY Entities.or their service
providers may process and store Client Data, which may include personal information, outside of
Canada.

4. Gonfidentiality - Subject to the other terms of this Agreement, both Client and EY agree that

they will take reasonable steps to maintaín the confidentiality of any proprietary or confidential

ínformation of the other.

5. Prlvacy - Client confirms to EY that it has obtained any consents that may be required under

applicable privacy legislation for any collection, use or disclosure of personal information that is

necessary in order for EY to provide the Services. EY shall adhere to applicable privacy

legislation when deaiing with personal information that was obtained from Client. Personal

iniormation is collected, used and disclosed by EY in accordance with EY's privacy policy, which

is available at http://www.ey. com/ca.

6. Auditor oversight - Client hereby acknowledges that EY may from time to time receive requests

or orders from the Canadian Public Accountability Board or from professíonal, securities or other

regulatory or governmentalauthorities that fulfill similar functíons (both in Canada and abroad) to
provide them with information and copies of documents in EY's fìles including EY's working
papers, and other work-product relating to Client's affairs. Client consents to EY providing or
producing, as applicable, these documents and information without further reference to, or

rl
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authority from, Client. Except where prohibited by law, if a request or order is directly related to

an inspection or investigation of EY's audit of Client, EY will advíse Client of the request or order.

When a regulatory authority requests access to EY's working papers and other work-product
relating to Client's affairs, EY will, on a reasonable efforts basis, refuse access to any document
over which Glient has expressly informed EY that Client asserts privilege, except where
disclos'ure of documents is required by law or requested by a provincial lnstitute/Order of
Chartered Accountants pursuant to its statutory authority. Client must mark any document over

which it asserts privilege as privileged and inform EY of the grounds for Client's assertion of
privilege (such as whether.it claims solicitor-Client privilege or litigation privilege).

EY will also be required to provide information relating to the fees that EY collects from Glient for

the provisíon of audít seruices, other accounting services and non-audit services.

7. lnternet communicatlons - Unless otherwise agieed with Glient, EY and other EY Entities may
corespond by means of the lntemet or othêr electronic media or provide information to Client in

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

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

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

fonns of malicious software.

B. Rlght to terminate seruices - Subjebt tO any applicable professional standards and legislation, '

. eitñer party may terminate this Agreemeht, with or without caupe, by prcividing written notice to '
' 

the other party. ln the event cif early termination, for whatever reason, Client will be invoiced for

time and expenses incuned úp to the end of the notice period together with reasonable time and

expenses incuned to bring the engagement lo a close in a prompt and orderly manner- EY shall

also have the right, upon 7 days prior notice, to suspend performance of the Services in the

event Client fails to pay any amount required to be paid under this Agreement

g. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with

the performance of the Services. The costs of administrative items such as telephone, research

material, facsimile, overnight mail, messenger, adminislrative support, among others will be billed

to Client al11.5o/o of EY's fees for professional services. Reasonable and customary out-of-
pocket expenses for items such as travel, meals, accommodations and other expenses
specifically related to this engagement will also be charged.

10. Billing and tæ<es - Bills inctuding expenses will be rendered on a regular basís as the

assignment progresses. Accounts are due when rendered. lnterest on overdue accounts is

calculated ai the rate noled on the invoice commencíng 30 days followíng the date of the invoice'

The fees, expenses and other charges payable pursuant to this Agreement do not include taxes

or duties. All applicable taxes or duties, whether presently in force or imposed in the future, shall

be assumed and paid by Client without deduction from the fees, expenses and charges

hereunder.
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11. Goveming taw - This Agreement shall be governed by and construed in accordance with the
laws of the Province of Ontario and the laws of Canada applicable therein, wilhout regard to
principles of conflicts of law. The parties hereby inevocably and unconditionally submit and attorn
to the exclusive jurisdiction of the courts of the Province of Ontario in connection with any
dispute, claim or other matter arising out of or relating to this Agreement or the Services.

12.Ð( roports - EY retains all copyright and olher intellectual property rights in everything created
by EY before or during the course of an engagement, including all EY reports, advice or other EY
communications of any kind ("EY Reports") and all methodologies, tools, systems, sofh,vare and
working papers created by EY. Any EY Reports are intended solely for the purpose described in
the engagement letter or contract to which lhese terms and conditions are attached. Except as
otherwise specifically agreed ín such engagement letter or contract Client shall not refei to EY or
reproduce, quote or refer lo any EY Report (or any portion, summary or abstract thereof) in any
document filed or distributed in connection with (D a purchase or sale of securities or (ii)
continuous disclosure obligations under applicable securities laws. EY assumes no duty,
obligation or responsibility whatsoever to any third parties that obtain access to an EY Report
(i.e. parties other than those to whom an EY Report is address'ed). Any services or procedures
performed for Client will not be planned or conducted (i) in contemplation of relíance by third
parties (ii) with respect to any specific transactions contemplated by third parties or (iii) with
.respect to the interests or requirements of third parties. Client may not rely on any draft EY
Report.

13. Llmitation of liability - To the fullest extent permitted'by law and regardless of whether such
liability ís based on breach of ccintract, torl (including negligence), breach of statute, strict liability,
failure of essentialpurpose or otherwise,

(a) EYs liability shall be several and not joint and several, solidary or in solidum and EY shall
only be liable for its proportionate share of any total liability based on degree of fault having

. regard to the contribution to any loss or damage in question of any other persons responsible
and/or liable for such loss and damage;

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

connection with the perfoimance of the Services or otherwise under this Agreement, even if '

the relevant party has been advised of the likelihood of such damages; and

(c) in any case the toial aggiegate liability of EY arising out of or relating to this Agreement or the
Services shall be limited to the greater of (i) the total fees paid to EY for the Services and (ii)

$1,000,000. This paragraph (c) shall not limit liability for death, bodily injury, physícal damage
to tangible property, fraud or wilful misconduct.

For the purposes of this section ("Limitation of Liability"), the term EY includes all other EY
Entities and any subcontractors, members, shareholders, dírectors, officers, managers, partners

or employees of EY or any other EY Enti$.
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14. Global resources - EY may use the services of personnel frorn other EY Entitíes to assist it in
providing the Services. EY shall be solely resþonsible for the performance of the Services and all

of the other liabilitÍes and obligations of EY under this Agreement whether or not performed, in

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

Client and its affìliates or other persons or entities for or in respect of which any of the Services

are provided shall have no recourse, and shall bring no claim (whether in contract, tort, or
otherwise) against any EY Entity other than EY, or against any subcontractors, members,
shareholders, directors, otficers, managers, pàrtners or employees of EY or any other EY Enti$,

or any of their respective assets, in connection with lhe performance of the Seruices or otherwise
under the Agreement. Other EY Entities and any subcontractors,'members, shareholders,
directors, officers, managers, partners or employees of EY or any other EY Entity shall have the

express benefit of this section and shall have the right to rely on and enforce any of its terms.

15. No appllcation - Tire preceding two sections (Limitation of Liability, Global Resources) shall not

apply to the extent prohibited by appticable law or regulation (including for these purposes

applicable rules and interpretations of the US Securities and Exchange Commission relatíng to

aud¡tor independence and any applicable rules or guidance from a proúincial tnstitute/Order of

Ghartered Accountants having jurisdiction).

16. Solicitation and hiring of EY personnel - EYs independence could be compromised if Client

were to hire certain EY personnel. \Mthout the prior wrítten consent of EY, Clíent shall not solicit

for eniployment or for a position on its Board of Directors, nor hire, any current or former partner

or profe.ssional employee of any of EY, any affiliate thereof or any other EY Entity, if such partner

or professional employee has been involved in the performance of any audit, review,.attest or

assurance service for or relating to Cliênt at any time since the date of filing of Client's most

recent financial statements wittr the relevant securities regulator(s) or stock exchange(s) (or, if

Client has not previously filed such financial statements, since the beginning of the most recent

fiscalyear to be covered by Clienfs first such financial statements), or in the 12 months
preceding that date.

17. Severability - ln the event any prwision of this Agreement is determined to be invalid, illegal or

unenforceable, in whole or in part, such provision shall be deemed severed from this Agreement

to the extent required and the remainder of this Agreement shall remain in full force and effect'

18. Legal proceedings - ln the event EY is requested by Glient or is required by government

regulation, subpoena, or other legal process to produce documents or personnel as witnesses

wilh respect to the engagement for Client, and provided ihat EY is not a party to the legal
proceed'ings, Client shall reimburse EY for professional time and expenses, as well as the fees

and expenses of counsel, incurred in responding to such requests.

19. LLp status - EY is a registered limited liability partnership (.'LLP") continued under the laws of

the province of Ontario and is regislered as an extra-provincial LLP in Quebec and other

Ganadian provinces. Generally, a partner of an LLP has a degree of limited liability protection in

that he or she is not personally liable for any debts, obligations or liabilities of the LLP that arise

from the negligence of another partner or any person under that partner's dírect supervision or

control. As ãn LLP, EY is required to maintain certain insurance. EY's insurance exceeds the

I
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mandatory professional liability insurance requirements established by any provincial

I nstitute/Order of Chartered Accountants.

20. Miscellanêous - EY shall provide all Services as an independent contractor and nothing .t!?!l Þ9
construed to create a partnership, joint venture or other relationship between FY and Client.

Neither party shall have the right, power or authority to obligate or bind the other in any manner.

This Rgieement shall not be moOìReO except by written agreement signed by the. parties. This

Agreement may not be assigned in'whole or in part by Client without EYs prior written consent,

nõt to be unreasonably withheld. Any terms and provisions of this Agreement that by their nature

operate beyond the teim or expiry of ttris Agreement shall survive the termination or expiry of this

Ägreementl including without l¡mitation those prwisions headed Client Data & lnformation,

Cónfidentiáity, Audilór Oversight, Limitation of Liability, Global Resources, Solicitation & Hhing of

Ey personnét, anO Legal Prõceedings. This Agreemenl shall enure to the benefit of and be

bind¡ng upon th. partieã and their reçective successors and permitted assigns. The prwisions

of thisigieement shall operate for the benefit ol and may be e-nforced by, other EY Entities and

any suõcontractors, members, sharehol{ers, directors, officers, managers, partners or

emptoyees of EY or any other EY Entity. This Agreement constitutes the entire agreement

Uãti""én the parties retáting to its subject rnatter and supersedes all prior representations,

negotiations and understandings.
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November 17,2OOg

Mr. James Hyde
Chair of theAudit Committee
Sino-Forest CorPoration
90 BurnhamthorPe Rd W., Suite 1208
Mississauga, ON, L5B 3C3

ln order to Prov¡de our consent to the use of our auditors' reports in the Offering

Memorandum, it will be necessary for us to perform subsequent events review procedures

with respect to the Offering Memorandum and any updates thereof, and the closing of the

offering. This work is exPected to be comprised of limited enquiry and review procedures

designed to provide assurance that management has identifìed events arising after the date of

the auditors' rePorts in the Offeri ng Memorandum that may require an adjustment to, or

information in the Offering

ffËs¡vsr&YauNG

Re: lnternational Exempt Offering Memorandum ("Offering Memorandum")

This will confirm the engagement of Ernst & Young LLP ("we" or "EY') to perform services in

i"ióu"i of the Otfering;Mämorandum for Sino-Forest Corporation (the "Company') for the

purpo""" of the interriational offering.of common shares outside of Canada (ihe "Offering

t¡ãñ.,or"nOrm"). Our partner, Linda Zñu, will have primary responsibility for this engagement-

Management of the Company and the underwriter bear the primary responsíbility to ensure

the Olfering Memorandum cóntains no misrepresentations. Our procedures with respect to

if,È ung"gãrent will be performed in accordance wíth our professional standards as set out in

CtCn 5eðtion 7110 - Àaditor lnvolvement with Offering Documents of PublÌc and Private

Entities, and other requirements as set out hereunder. These procedures are designed to

enable us to issue oui 
"onsent 

to the use of our aud¡tors' report to demonstrate to readers

that we have been involved with the Offering Memorandum. Our consent ís to be included in

the Offering Memorandum.

Audited financiat statements

We have audited the balance sheets of the Company as at December 31, 2008 and 2007,

and the statements of income and retained earnings, comprehensive income and cash flows

for the years then ended. Our report to the shareholders on the comparative annual financial

statements for the year ended Decernber 31, 2008was dated March 13, 2009 and is to be

incorporated by reference in the Offering Memorandum. Our report to the directors of the

company on the 2007 financialstatements dated March 12,2008 except as to notes 2, 18 and

23 which are as of July 17, 2OO8 will also be incorporated by reference in the Offering

Memorandum.

i. rr-:1:.-: L' r tÍ Ë: ¡:t ì 1',:¡rlrìi.rli :i:¡'
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Memorandum that is derived from such financial statements. We are also required to update

our communications with the Company's legal counsel and obtain representations from

management similar to those we customarily receive as part of our annual audit.

Unaudited interim fi nancial statements

Comparative interim financial statements for the most recently completed financial period are

incorforated by reference in the Offering Memorandum. ln order to consent to the use of our

audit'ors' ,.port ín the Offering Memorãndum described above, our professional standards

require that we carry out certäin procedures including a review of the Company's interim

finåncial statements ior the three and nine months ended September 30, 2009 and 2008 and

åny ot¡ur interim financial statements that may be issued and incorporated by reference in the

Offering Memorandum. We have reviewed the ínterim consolidated fìnancial statement for the

three a-nd nine month period ended september 30, 2009 and 2008 and provided our report

thereon to the audit committee of Sino-Forest Corporation. ln order for the interim financial

statements for the three and nine months period ended September 30, 2009 and 2008 to be

i,1.årporátuO by reference in the offering Àiemorandum, we will have to complete additional

subsequent event review procedures-

lf the final Offering Memorandum is delayed, the company may determine that it is necessary

to update the interim financial statements. lf such is the case, then we would have to perform

additional review procedures on the updated unaudited interim fìnancial statements'

The review procedures we carry out are significantly less extensive than an audit and would

not necessarily reveal matters requiring adjustments to or disclosures in the interim financial

Ínformation. Further, adjustments and disclosures may later be determined to be necessary

as a result of our subsequent audit of the 2009 financial statements that include such interim

periods. Accordingly, the review procedures do not result ín the expression of an audit opinion

on the interim financial statements.

lf information comes to our attention which leads us to question whether the interim financial

statements are materially in error or not in accordance with generally accepted accounting

principles, we will inform you and discuss what further action is required'

lf as a result of our work we are required to express a reservation in our report on our review

of the unaudited interim financial statements to be incorporated by reference in the offering

Memorandum, we will provide a written report on our review thereof to be included in the

Offering Memorandum.

2
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Other information in the Offering Memorandum

ln addition to financial statements, the Offering Memorandum includes other fìnancial

information and information of a non-financial nature. As such other information may be

relevant to the financial statements and our audit or review thereof, we will perform

procedures to determine whether this other financial and non-financial information is

consistent with the audited and unaudited financial statements in the Offering Memorandum in

accordance with the guidance in CICA Section 7500-

lf we become aware of information that, afthough not inconsistent wíth the fìnancial

statements, appears to constitute a misrepresentation when reading the Offering

Memorandum, we will discuss the matter with management or with the Company's legal

counsel, with the consent of managemenl We may wish to receive written confirmation from

legal counsel of their view on the matter. ln the event that the apparent inconsistency is not

reãoMed to our satisfaction, we will advise the Audit Committee and consider whether our

consent may be Provided-

Communications required by other parties

upon the request of the underwriter, we will issue the following letters:

Upon filing the preliminary prospectus:

(¡) An unsigned comfort lefter addressed to the Dírectors of the Company and the

underwriter expressíng assurances with respect to specified financíal

information included in the Offering Memorandum;

Upon filing the final ProsPectus:

(j) Consent letters addressed to the underwriter, in which we give our consent to

the use of our report in the Offering Memorandum;

(ii) A comíort letter addressed io the Directors of the Company and the undenruriter

expressing assurances with respect to specifìed financial information included

in the Offering Memorandum;

Upon closing of the ProsPecius:

(i) An updated comfort letter addressed to the Directors of the Company and the

underwriter.

3
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Auditor assistance to the underwriter

We understand that the underwriter wishes for us to perform certain procedures for the

purpose of issuing a comfort letter to the underwriter relating to the Offering Memorandum-

The comfort letter would make reference to our auditors' report and our review of the

unaudited interim financial statements incorporated by reference in the Offering

Memqrandum, and set out the procedures performed at the underwriter's request and the

results of performing those procedures-

We will provide a comfort letter to the underwriter which we will prepare in accordance wiih

the guidance contained in CICA Section 7200, subject to our receipt of a -letter of

repreientation from the underwriter regarding the Offering Memorandum which is satísfactory

to us. We will advise you of the matters on which the underwriter is seeking comfort and the

procedures they are iequesting. As ihe Company, not the underwriter, will bear the cost of

preparing the comfort letter, we will discuss with you the practicality and effectiveness of the

requested procedures in providing the desired comfort-

ln accordance with professional standards, our audit was carried out sotely for the purpose of

providing us with sufficient appropriate audit evidence to support our opinion on the financial

statements referred to above. There is no assurance that the procedures we perform for

purposes of the comfort letter will address all of the questions that the underwriter and the

underwriter's legat counsel may have. You shoutd be aware that there could be sensitive

mafters that the underwriter and the underwriter's legat counsel may ask us to address in the

comfort letter that could affect the outcome of the proposed offering of securities.

you acknowledge that we have no responsibility to you if the resutts of our procedures result

in termination of, or change in, the proposed securities offering. You also ecknowledge that

Vou-¡"u" r"qu"rt"d us tJcooperate in'every way with the underwriter and the underwriter's

iegalcounsel, by performing the requested procedures'

you also agree to índemnify and hold harmfess all members of the engagement team and

Ernst & yoùng LLp from any claim by the undenruriter and ihe unden¡rriter's legal counsel, or

any other third party, that arises as a result of our comfort letter.

We shall advise the underwriter that information acquired by them in our comfort letter is

confìdential and is to be used only in connection with the securities offering referred to above.

4
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Fees

Our fees will be billed as work progresses are based on the amount of time required. Payment

in full should be.made within 30 days of the date each billing is received. Hourly rates for our

professionals for this engagement, in Canadian dollars, are set out below- All fees and rates

quoted excluded applicable taxes. Direct out-of-pocket expenses will be invoiced to you at our

cost.

I
J

Level

Partner
Senior Manager
Manager
Senior
Staff

Hourly rate

$650
$4s0
$350
$225
$150

i
I

Our estimated fees and schedule of performance are based upon, among other things, the

assumption that all necessary information will be available to us on a timely basis and that the

scope of our services is not expanded beyond those described herein. Should our

assumptions wiih respect to these matters be incorrect or should the conditíon of the records,

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

commitments by us beyond those upon which our estimated fees are based, we may adjust

our fees and planned completion dates.

We very much appreciate the opportunity to provide services to the Company in respect of the

Offering Memorandum and would be pleased to furnish any additional information you may

request concerning our responsibilities and functions. Please let us know immediately if you

have any concerns about the terms of engagement as deiscribed in this letter'

Additional terms and conditions are attached and form an integral part of this engagement

letter; they govern our respective rights and obligations arising out of this engagement.
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Terms and conditions

Except as othen¡uise specifìcally provided in the engagement letter or contract to which these

terms and conditions are attached (collectively, the "Agreement") the following additional
terms and conditions shall apply. As used hereín "EY" refers to the Canadian fìrm of Ernst &
Young LLP. "EY Entities" means EY, all members of the global Ernst & Young network, Ernst
& Young Global Limited, and any of their respective affiliates (and "EY Entity" means any one

of them).

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

2. Unexpected events - lf changes to the scope or timing of any Services are required

because of a change in applicable law or professional standards or events beyond a

party's reasonable control, but not involving its fault or negligence (any of which, a
;'Change'¡, the parties agree to adjust the fees for, and/or timing of, the Services

appropriately and, if necessary, Client will obtain Audit Comrnittee approval of such

adjustments. Each party shall be excused from default or delay in the performance of its
obligations (other than payment obligations) under this Agreement to the extent caused by

a Change.

3. Client data and information - Client will provide, or cause to be provided, to EY in a
timely manner complete and accurate data and information ("Client Data") and access to

resources as may be reasonably required by EY to perform the Services. EY may disclose

Client Data, including personal information, to other EY Entities for the purposes of (i)
rendering the Services, (ii) fulfilling EY Entities' professional obligations to manage

conflicts of interest and to maintain auditor independence and (ii¡) implementing
standardized performance recording and documentation systems within the global Ernst &

Young network. ËY Entities or their service providers may process and store Client Data,

which may include personal information, outside of Canada-

4. Confidentiality - Subject to the other terms of this Agreement, both Client and EY agree

that they will take reasonable steps to maintain the confidentiality of any proprietary or

confidential information of the other.

5. Privacy , Client confìrms to EY that it has obtained any consents that may be required

under applìcable privacy legislation for any collection, use or disclosure of personal

information that is necessary in order for EY io provide the Services. EY shall adhere to

applicable privacy legislation when dealing with personal informaiion that was obtained

from Client. Personal information is collected, used and disclosed by EY in accordance

with EY's privacy policy, which is available at http://wvwv.ey'com/ca.
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6. Auditor oversight - Client hereby acknowledges ihat EY may from time to time receive

requests or orders from the Canadian Public Accountability Board or from professional,

securities or other regulatory or governmental authorities that fulfill similar functions (both

in Canada and abroad) to provide them with informatíon and copies of documents in EY's

fìles including EY's working papers, and other work-product relating to Client's affairs-

Client consents to EY providing or producing, as applicable, these documents and

information without further reference to, or authority from, Client. Except where prohibited

by law, if a request or order is directly related to an inspection or investigation of EY's

audit of Client, EY will advise Client of the request or order'

When a regulatory authority requests access to EY's working papers and other work-

product relating to Client's affairs, EY will, on a reasonable efforts basís, refuse access to

any document over which Client has expressly informed EY that Client asserts privilege,

exðept where disclosure of documents is required by law or reques{ed by a provincial

lnstitute/Order of Chartered Accountants pursuant to its statutory authority. Client must

mark any document over which it asserts privilege as privileged and inform EY of the

grounds for Client's assertion of privilege (such as whether it claims solicitor-Client
privilege or litigaiion privilege).

EY will also be required to provide information relating to the fees that EY collects from

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

7. lnternet communications - Unless otherwise agreed with Glient, EY and other EY

Entities may correspond by means of the lnternet or other electronic media or provide

information to Client in electronic form. There are inherent risks associated with the

electronic transmission of information on the lnternet or otherwise. EY cannot guarantee

the security and integrity of any electronic communications sent or received in relation to

this engagôment and cannot guarantee that transmissions or other electronic information

will be free from infection by viruses or other forms of malicious software.

g. Right to terminate services - Subjeci to any applicable professional standards and

legìslation, either party may terminate this Agreement, with or without cause, by providing

wr¡tten notice to the other party. ln the event of early termination, for whatever reason;

Client will be invoiced for time and expenses incurred up to the end of the notice period

together with reasonable time and expenses incurred to bring the engagement to a close

inã prompt and orderly manner. EY shall also have the right, upon 7 days prior notice, to

suspend performance of the Services in the event Client fails io pay any amount required

to be paid under this Agreement.
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g. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection

with the performance of the Services. The costs of administrative items such as

telephone,' research material, facsimile, overnight mail, messenger, administrative

support, among others will be billed to Client at 11.5% of EY's fees for professional

services. Reasonable and customary out-of-pocket expenses for items such as travel,

meals, accommodations and other expenses specifically related to this engagement will

also be charged.

10. Billing and taxes - Bills including expenses will be rendered on a regular basis as the

assignment progresses. Accounts are due when rendered. Interest on overdue accounts

is cãlculated at the rate noted on the invoice commencing 30 days following the date of

the invoice. The fees, expenses and other charges payable pursuant to this Agreement do

not include taxes or duties. All applicable taxes or duties, whether presently in force or

imposed in the future, shall be assumed and paid by Client without deduction from the

fees, expenses and charges hereunder.

11. Governing law - This Agreement shall be governed by and construed in accordance with

the laws of tne Province of Ontario and the laws of Canada applicable therein, without

regard to principles of conflicts of law. The parties hereby irrevocably and unconditionally

submit and attorn to the exclusive jurisdiction of the courts of the Province of Ontario in

connection with any dispute, claim or other matter arising out of or relating to ihis

Agreement or the Services.

12.Éy reports - EY retains all copyright and other intellectual property rights in everything

created by EY before or during thei course of an engagement, including all EY reports,

advice or other EY communications of any kind ("EY Reports') and all methodologies,

tools, systems, software and working papers created by EY. Any EY Reports are intended

solely fór the purpose described in the engagement letter or contract to which these terms

and ðonditions are attached. Except as otherwise specifically agreed in such engagement

letter or contract Client shall not refer to EY or reproduce, quote or refer to any EY Report

(or any pprtion, summary or abstract thereof) in any document filed or distributed in

òonn"ótion with (i) a purchase or sale of securitíes or (ii) continuous dísclosure obligations

under applicable securitíes laws. EY assumes no duty, obligation or responsibility

whatsoever to any third parties that obtain access to an EY Report (i.e. parties other than

those to whom an EY Report is addressed). Any servíces or procedures performed for

Client will not be planned or conducted (i) in contemplation of reliance by third parties (ii)

with respect to any specific transactions contemplated by third parties or (iii) with respect

to the interests oi requirements of third parties. Client may not rely on any draft EY

Report.
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13. Linnitation of liability - To the fullest extent permitted by law and regardless of whether
such liability is based on breach of contract, tort (íncluding negligence), breach of statute,
strict liability, failure of essential purpose or otherwise,

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

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

damages; and

(c) ín any case the total aggregate liability of EY arising out of or relating to this

Agreement or the Services shallbe límited to the greater of (i) the total fees paid to EY

for the Services and (ii) $1,000,000. This paragraph (c) shall not limit liability for death,
bodily injury, physical damage to tangible property, fraud or wilful misconduct.

For the purposes of this section ("Limitation of Liability"), the term EY includes all other EY

Entities and any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity.

14. Global resources - EY may use the services of personnel from other EY Entities to assist

it in providing the Servíces. EY shall be solely responsible for the performance of the
Services and all of the other líabilities and obligations of EY under this Agreement whether
or not performed, in whole or part, by EY, any other EY Entity, or any subcontractor or
personnel of any EY Entíty. Client and its affíliates or other persons or entities for or in
iespect of which any of the Services are províded shall have no recourse, and shall bring

no claim (whether in contract, tort, or otherwise) against any EY Entity other than EY, or

against any subcontractors, members, shareholders, directors, officers, managers,
pãrtners or employees of EY or any other EY Entity, or any of their respective assets, in
connection with the performance of the Services or otherwise under the Agreement. Other

EY Entities and any subcontractors, members, shareholders, directors, officers,

managers, partners or employees of EY or any other EY Entity shall have the express

benefit of this section and shall.have the right to rely on and enforce any of its terms.

15. No application - The preceding two sections (Limitation of Liability, Global Resources)

shall not apply to the extent prohibited by applicable law or regulation (including for these

purposes applicable rules and interpretatíons of the US Securities and Exchange

Commission relating to auditor independence and any applicable rules or guidance from a
provincial lnstitute/Order of Chartered Accountants having jurisdiction).

I

l

I

l
I

å

I

I
i

l
l
I

IO



;i u: ll

iiiliiiiiiiliillllllillIlillrrr'xrrrr"

ËIËn¡vsr *Yauxc

16. Solicitation and hiring of EY personnel - EY's independence could be compromised if
Clíent were to híre certain EY personnel. Without the prior written consent of EY, Client
shall not solicit for employment or for a position on its Board of Directors, nor hire, any
current or former partner or professional employee of any of EY, any affiliate thereof or
any other EY Entity, if such partner or professional employee has been involved in the
performance of any audit, review, attest or assurance service for or relating to Client at

any time since the date of filing of Client's most recent fìnancial statements with the
relevant securities regulator(s) or stock exchange(s) (or, if Client has not previously filed
such financial statements, since the beginning of the most recent fiscal year to be covered
by Client's fiist such financial statements), or in the 12 months preceding that date.

17. Severability - ln the event any provision of this Agreement is determined to be invalid,
illegal or unenforceable, ín whole or in part, such provision shall be deemed severed from
this Agreement to the extent required and the remainder of this Agreement shall remain in

full force and effect.

18. Legal proceedings - ln the event EY is requested by Client or is required by government

regulation, subpoena, or other legal process to produce documents or personnel as
witnesses with respect to the engagement for Client, and provided that EY is not a party to
the legal proceedings, Client shall reimburse EY for professional time and expenses, as

well as the fees and expenses of counsel, incurred in responding to such requests.

19. LLP status - EY is a registered limited liability partnership ("LLP") continued under the
laws of the province of Ontario and is registered as an extra-provincial LLP in Quebec and

other Canadian provinces. Generally, a partner of an LLP has a degree of limited liability
protection in that he or she is not personally liable for any debts, obligations or liabilities of

'the LLP that arise from the negligence of another partner or any person under that
partner's direct supervision or control. As an LLP, EY is required to maintain certain

insurance. EY's insurance exceeds the mandatory professional liability insurance
requirements established by any provincial lnstitute/Order of Chartered Accountants.
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20. Miscellaneous - EY shall províde all Services as an independent contractor and nothing

shall be construed to create a partnership, joint venture or other relationship between EY

and Clíent. Neither party shall have the right, power or authority to obligate or bind the
other in any manner. This Agreement shall not be modified except by written agreement
signed by the parties. This Agreement may not be assigned in whole or in part by Client
w¡thout EY's prior written consent, not to be unreasonably withheld. Any terms and
provisions of this Agreement that by their nature operate beyond the term or expiry of this

Agreement shall survive the termination or expiry of this Agreement, including without
l¡mitat¡on those provisions headed Client Data & Information, Confìdentiality, Auditor
Oversight, Limitation of Liability, Global Resources, Solicitation & Hiring of EY Personnel,

and Legal Proceedíngs. This Agreement shall enure to the benefìt of and be binding upon

the parties and their respective successors and permitted assígns. The provisions of this

Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and

any subcontractors, members, shareholders, directors, officers, managers, partners or
employees of EY or any other EY Entity. This Agreement constitutes the entire agreement
between the parties relating to its subject matter and supersedes all prior representations,
negotiaiions and u nderstandings.
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September 28, 2010 offering memorandum engagement letter for
Guaranteed Senior Notes due 2017
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Mr. Davfd Horsley
Chlef Flnanclal Offlcer
Sino-Forest corPoratfon
ööil;ñ;;inoiP. Rd' w'.5uiie 12oB

Mlsslssauga, Ontarlo L5B 3C3

Of ferl n g. M ernorand urn

Dear Mn HorsleY:

Thls vrlll conffrm the engagement of Ernst-& young LLP ("we".9t "çI") to perform servlces ln

respert or rhe Õrferi;il,iffiä;ilË s¡";:F;;åritorpotu'on (the "cómpanv) ror rhe ofrer to

¡5su¿ gBoo,too,üoo ¿;;äîä-s;¡"t.r,*t"t Juãäor i-(irt9;senlàr Notes;'¡' our partners' Fred

cilfford and Josepfiln; ffi:ilïi úve pr¡murv.rãsóonslbllltv for thls ensasement'

Mdnagernent Of the company and the underwriter bear the prlrnary responslbllity to ens'ure the

oftertns þîemsrandum';äüil; ;" risrepreiåntatloos. our procerlures wlth rqspect ts this

äHü3i?ïT.,m,u*;ur**"ävn"e¡¿pry¡¡¡1¡¡$¡$;i'''t'.,¡u'' 
:'*

other requlrements Jä;'t úiãunOt'' fi'åiJproc*dures are destoned to enaþle us to lssue our

consent to the use 
"t "i,, ""ä¡i"i5; 

¡eport t" ää5tãi..iä io 
'*"a"i* 

íft*t we h've bþen lnvolved

withtheofferlnsMernorandurn'ourconseni;;'iä;"'Ë;ilãedlntheofferingMernorandum'

Audlted flnanclal state¡nents

We hove audlted the balance sheets of the Company as at 31 Decernber 2009' 2oO8 and 2007'

and the statements oiìÅ"or". retalned.ear'."ñt;tla g?ti tfo*t tái 
"ach 

of the years then ended'

our reporis to $," snålä;;îä;;;;;;rþr t; ú;ich zoro qn the ftñancial staternents {of the

years ended sr o*.;ib", ãòilõ 
"^o 1q9g, ;;ät ùãicrt eoos.orr the f{nanclatstaternents for the

vears ended sr o""emËã;;oó8 ãn¿ ãooz. ït,;;ü;t; ãport for the years ended 31 December

äoog ano zooe and Tör the years endeø 3i ð***tàizo08land iooi "i' to be lncorporated by

;;;;";;; tn the orrerins Memorandurn'

ln orcier to ¡lrovld* our consent to the use oi our ¿udltors'¡eport ln the offering Memorandum' lt

wil þe nece6$üry r"rî, trî.üti* surrsequ*RÈ "ut¡it 
revlew. procodures wlth respect to the'

of ferrnç tu{emcrancr¡ä"J'*nv "puut", 
tnäiåår, "äiir'" 

ciosing oi the ofterrng. This work ts

exr:ected ts t:.Ê comJ'r't's"J-n; lì;.iåltnqut'y inä ''evlew 
procedures deslsned to provide assurðnce

thai rnanaqe*"nt nu!'îiä"tiriiiä'å"-"^tr i¿Jr'iq'äftã; iúitü;iirre auallors' report ln the offerins

Memorandur¡ rtrar may rec1r1Íry ?., "11.T!Ti;ü;;;;; 
äii.iltut" in' the audlted flnanclal statements

or other tnforrna'on í,i ir,"'örr"ilnq Ì"1"*o;;Ju; tt,ut rt derlved'f rom such flnanclal statements'
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WearealsorequlledtoupdateoufcommunlcatlonswlththeCompany,s'leoalcounselandobtaln
represenra'ons from 

'n.nusårã-ni 
;i;ii;; to tho" ;;ä;il;;iiv reiept ã' part of our annual

audlt'

Unaudlted lnterlm flnanclat statements

cornparailve lnterlm flnanclal staternents for the most recently completed flnancial period are

lncorporated by reference dïttäott"t¡ng lvlernoranãum' rn or'der to consent to the use of our

auditors' report n tne of ferlnï'î'rãtt;þ1-o-1ft d:t-t^;'tbä "ü"u"' 
ùut professlonal standards requlre

that we carry out certain proàåo'uir. rnctudtng r t.ur"ù ãlit 
"'cornËany's 

lntertm flnanclal

statements for the t¡'ree unáii mãnlft p*rloát'"niàã'!ó iune zoio an¿ zoos and anv other

o,,i:ï'#,ïäH:.f:ï:[?ï;:îi"'ftiiüili:îîå*"il:,"ä"¿lin:i1**n;mJiilin?1lf;ly'n 
.o

slx month perlods enoeo so'iü* åõröl,no zoog.añã prov]d.e! qur reportthereon to the audlt

commrttee of the comp"nv. ii'å?i"lroiirc rnt"rir r¡riuñcral statemeñts ror the three and slx

month perlods endéd 3o ¡*ääîiö;å äoo9 t" Ëä iitiióJiated by reference ln the offering

M. r;ifi l'ñ: ;;ïfu ñ ;; iJ ;#;Ëi;ä;úí";; ¡ s u bse qu ent even t review p ro c ed u res'

lftheoiferlngMemorandumlsdelayed.,the.Compan},rßaydetermlne-thatitlsnecessary!oupdate
the lnterím ftnancial ,trt"rånir.lriuìË ls ftre. casJ, ir¡en we woulo have to perlorm addltional

,,u¡'uìïä;il;;; ;n mt up¿aiåä u ñi u¿¡t"o lnterlrn fl nancial state ments'

The revfew procedures we carry out are slgnlflcently less extenstve. t!9n an audlt and would not

.necessarity reveal matters äi,:;î; ;'J*-il;!Ï ä"i ãlt"l"ures In the lnterlm tlnanclal

rnt"itãiiå'n' ËuiÛtt'' aoiu'ïnle*i'Jnd älsclo'ures may later þe determlned to be necessary as a

resurt of our subsequ"nt uuäìl-Jir,å äoro rrn"n i"i Júiu*"ntt that ìnclude such interlrn perlods'

Accordtnsty, rho revtew oråËä.ìíiråiä ffi;äft ilÛ'" uipitt'ron of an audlt oplnlon on the

interim flnancial statements'

o [$LiT,ï,']",1:Hi:l:ff1;Xlillïlå?'i,iiïi¡':î::îÏ'ïËiË!ii]î*:i'::'åJllìi'ï*'
prlnclples, we rvllf lnform ö;.n; ¿rt.utt *r,"t further actlon ls requlred'

lf as a result of our worl< we are reqUlred to express a reservatlon ln,our report on our revlew of

the unaudrted rnterim flnui=.äËtJt"r"ñtr t. d"ìn.tpo.ated by ref erence ln the .ffering

Memorandum, we wi¡ pr"uiäã 
" 

*riitàn report ";';;; 
I*uiuw ttrér"of to be lncluded ln the offeríng

Memorandum'

otherlnformatlonintheofferlngMemorandum

ln addl$on to flnancial statements, the offerlng Memor¿ndUm includes other flnancial information

and lnforrnailon ol a non-rìnånìiul'nature.. et ru.r'ïtnur lnf ormatlon may be relevant to the

ftnancrar staternehts -n¿ åùiruiii åi iávr"u, tn.iuot, *" wlll perform procedures ts determlne

whether thrs other ttn"n.ii'.iiîtnltìñun.rat ¡rri"rmait"n [s ccnslstent wlth the audited and

unaudited financial 
'tut*måni' 

ln ii'i" ottert"n r"ìã^äi"tdum ln 
"ttordance 

wlth the guldance ln

CICA Sectlon 7500'
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r ""' ,'rErrusraYou.c 28 sep'Lember 2010 3

lfwebecorneawðIeoflnformatlontl-,q!,altn.o19|loblnconsìstentwlththeflnancialstatements,
.pp""r. to'.onsilute u mlsr.Jrårrntatl'on *r,rn rrr"oìn'o't-n' lltl',t,utnll'J.iäïi'i ju'discuss

rH#å:';:iJ^#î"î'f,'ïfllti}:';{{i.:-""{'rï:üi"JJ:r"'ffi'"'"""i'.¡tri*:ïÏ''1,.'
matiei, rn the even¡¡n., ar,"äooåilïi inirnrrrtrn.iir nri'iesolved- to our satlsfactlon' we wrll

advtse the Audlt commlttee ;ã';;;i¡;r whether óür cont"nt may be provlded'

Cornmunlcatlons requlred by other partles

Upontherequestoftheundervlriter,wewllllssueihefottotvlngletters:

O 
Upon completlon of the Offerlng Memorandum:

'Aconsentlettaraddressedtotheunderwriter,lnwhlchweglveourconsenttotheuseofour
ttpãïi Ín the offerlng Memorandum'

. A cornfort letter addressed to the Dlrectors' o'f the Company and' the underwrlter expresslng

. assurances wrth respect'î"" ii"läiã'Jr¡ñån.iul ¡"iàr*tr"" rnclude¿ or lncorporated by

;ËÃ;;it ihe onärtns Mernorandurn'

'UPon 
closlng of the offering:

.Abrlng.downlettetaddressedtotheDlrectorsoftheCgrnpanyandtheunderwriter.

Audltor asslstance to the underwriter

o
Weut'iderstandtha'ttþunclarv{rlte.'rwlshg¡forustoperfbrrn-certatnproceduresforthepurpose
of rssurrìs a cqrnfort retr*'.n Ë;;uãrwr*e;;eËtiidr" ìi''ï oiqur*q r,4emorandum. The comforr

tbtter would matte reta'rä;ä;;; ilo!¡o'"; ;ö;iä'i;oi r"v¡e" ót the unaudited lnterlm

frnancfar starernents r^läröåi"tåu uy rererencä"ii'ir*'ötr"rins rvremorandum, and set out the

procedures p*rrorr.j"#ihî;;ïJ'i,;rt"ir öuätï "1ã 
iñ" iãtutts of performlne those

procedures.

we will provide a comf ort letter to the-underwflter whicTr we will preoüre In sccordancs rvlth the

ouidance conrarned ,*ðièe ïà.tion 7200, ,;;Ë;i to'äuï i*."rpt be a tettrr of reprasenratron lrorn

ihe underwrrter reearain!irl" orr"rrns 
',,r"räi"iäåïÀi.t'üiåHsfacrorv 

ro us, 
',e 

w*r advrse

vou of the rnatters "nï'rî.ï'ir.'ã'unoeiwrtteitt 
tu"l'l*s comfort and the procedures they are

ieques'ng. As the c"*ËãrVl not the undei*i¡t*' *ùi bear the cost of óruparlnq the cor¡fort

retter, we wí* discussîii;ïäïñïã.ü..irtï'r.ï effecriveness of the iequested procedures ln

p*uiåf ns the desired conrfort'

)
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[í¡'*ir'.Ë],ir,i{{i'i}:ä:+*1T",,:+r*iriii*ä*'îîr#"iusi'"1""i,m'nmii","
sr rhe comrorr rerrer *uiîolrlii'ãl ot m. quJi;il; ü;itn"ioo"rwrrt"'"'åo"l[iJino"",1if'*'

ËråkïË::ï;t+llin''*iii',*';,1il{i*ilïäåiti'"r,iriiisf 
ii;'lie*ha'l

could affect the outcot

you¿çknoWleetgethatWehavenoresponsìbilltYtq.ygulftheresultsofourproceduresresultin
rermlnatlon or, o¡'chqnî; Ëililnþtg9åüi-;håË snntor notes orrerlns' You also

acknowledsetr'atvouiîai;ïfi;'t-du¡t"'iå'ånliåi*'tn'1v-11v-Ï:i;ltihïr'äunoerwrlterandthe
underwrlter¡s leg¿l t"Ätä";ü ñ;iài*rnq the rËquested procedu res'

Youa|soagreetolndemnifyal!noro.f13¡lessallmernbersofi'heengagementteamandErnst&
youns LLp from rny;i;i;Ë;in" una".*rlt"; "ä'ñ;;"ãerwrtter'i'iËtãlcounsel' 

or anv other

thlrd party, ttrut arts"ii;; åillt of our comfort letter'

We shall advise the underwriter that inJormatton acqulred by the'm in our conifort letter is

conriden*ar and ls to te-used onry rn.onn"åtìïil;Ë,ii.,;;;hu"*råiä 
rär"i nãirr orfartns reterred

to above.

Fees

ourfeeswhichwillbebllledasworkprogressesarebasedonihg.lmountofilmerequired.

:rÏffJì:i1,ïJ!ËïJ;1iis.å",yü1f,,:iË""'"*,'":rr''ffi:iËiïrih:ffi'5fr;1"ï,'IJljiåJ"
quoieo exctude "ppll*'¡i"-iåi-,"r. 

ó¡rr.i ""r|ìr:ö;i;;ä;ö-,.; 
wru-¡Ërnvoited to vou at our cost'

I
I

l

e
Levet Hourlv rate t

Partner 5650

Senlor Manager 5450

Manager 5350

Senior Szzs

staff 5150

WeverymuchappreclatethecPÞertunltYtoProvideservlcesto.theCompanyinrespectofthe
orrerlns Memoranoum';;i;;Jiå;u 

pt"u'"tt"t!:#';;n';;t;ddltlonal lnrormatlon vou mav

requesr concernrne "".."Jåä-^:'ü'itü1131Ïi:'i'ilii#.J'"" tr;"î"lf'î 
immedraterv ir vou have

:iiää;uuãui tn" terms or enças€rirerr
't

Lf

I
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Addltlonalterrns and condltlons are attached,¿¡d f orm an lnteqralpart of this engagement letter;

rhey sovern ou, ,"r0".'J,',iå'iìå'ritl'"0'å¡rü;ìü; tiitinq out oi thts ensaeernent'

To conff rm these arrangements as outlined are ln accordance wtth Your requlrements anci are

acceptable, please,'n"n""ååiäo;;r"t# ;ü;ì;il; ù'"." providecj and return it to us'

SlncerelY,

h*. *

Chnrtcrcrl Accotntto¡rts

Licclrsccl Public ¡\ccotrìlFllls

T*t LLf

Aoreed:
3iñõ-' F o r ett c o r P o r ati o rr

o
Ì r i + + l+*++ + lt++f ti.-ù Ù+ ff *t* 1l r+ Ü Ì*¡¡i ¡

Acknowledqed sn þehal['?f !!"
igrIloanv's Audit Commmee:,l

]Lìl-
':t'

I

r1
ÌJ

l

c Tltle: Chlef
Mr. Davld rsleY

of flcer
e: Mr

e: Chair of Audit Commlttee

':)

I
I
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General Terms and Condltlons

Qu.r rç latlonshlP wlth,Yo u

1. We are a rnernber of the gloþal network of Ernst & Young firms ("EY Flrrns")' each of whlch ls a

separate legalentltY'

2.Wernaysubcontractport¡onsofth.eServicestootherEYFlrms.,whomaYdealwlthyou
dlrecuy, rqevermetåsí w"-uion" wlu n" r"rpãnr¡rrç-iå vou fol tlre Report(s), the performance

of the Servfc"r, unãiut'o¡¡s¡ sþllgations under thf s Agreement'

Your regPonslbllltles.

3. You shallbe responstble for your personnel's cornpllance with your obllgatlons under this

Agreement.

Our reDorts 
.

4. You may not rely on any draft Report'

'Notlce re: Ouébec

5, From tlrne to tlme, we may have.lndivldual pertners and 
-ernployees 

performlng the services

wlthlntheProvtncloiQuéþecwhoare'"'u"i=oflheordrejescompfaþlesagréésdu
Québec.Any IndIv:¡dJ,rïã*u,' ot tne oiãie Jes compfaoles aoréés dU QUéÞec perf ormlnq

protesstonal servlces hereundet urrut"'ilìl ntttãttJltf'1ll tlabilltv arlslns from the practlce of

his or her professlon. regardless of ils oi i,ui lt"trt wlthln our paitnership' He or she may not

lnvolte the tlablll{lioùipartnursntp asa giound for exctudlnq or limitlng hls or her ovrn

. ,ab*ty. Tne Irrnrtåtions *rut foilow.ne¡ori,inã.i tt 
" 

headrng "ilmrtat¡onsi'; 
sþalr therefore not

appfy ro [mtr the Ë;;^;i;"il ir"uirity J;;;t;;;oi tn" órL" des cornpfables asréés du

ouébec (and wtth'ràspecilo su.rì merúå;;;;;;h timitationt shall be deemed to not be

lncluded ln thls Agreement)'

Limltatlons

6. You (and any others for whorn Services are prorlfded) may not recover from us' ln contract or

tort (including negliçence), under. statutã oi otherwlss, anv amount wlth respect to loss of

proflt, data o|. gr'ãüuill, oi'any othar o"*ãqunntfal' lncf dental' indlrect' punitlve or special

damaees rn.oonäãtiïil*i1üj1as årnrnç o,lt of rhìs Asreernent or otherwrse'¡eratns to the

Servtces, wrr"neî*oiäï i'i',àlifãlintoC åfsuen loss or damage was contemplated'

7. You (and anv others for whom Servlces are provlded) may not recover from us' ln contract or

tort(lncludlngnegllgence),un.clerstatuteorotherwise'aggregatedarnageslnexcessofthe
sreater of (t) the Ëåúl feei paid to u, foîtÁL så*ltut án,í if U Sr,ooo'Ooo' This llmltation wfll

not apply to tosses caused by ou,. rrurJ oi *it¡rut mlsconduct or to the extent prohlbtted by

äpórliåui" law or professlonal regulatlons'

åll Enivsr &YouNC
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II
I 'lfvleerellable[oyÖÚ(ortoan.yotrre^r{..olwnornservlcesareprovided)underthlsAqreement

or qrherw{se tn .onnäìirnn *nti thre'servlcei:'i;;'*; ;;arnaieto v¿hlch anv other persons

;:;";il;;;i¡'','-,,ã,¡;f :lH*iï:iH#Ïï*ff ,ï!fËîË11Îl;iåii,'"ö.+::i:,dfJ'Tln soffdurn. lvlth sttcl
based on our oontr¡Juiffi'k; iÅ;î"r, unc ¡äü"ö*îi.i¡vu t" the sthers' conLrrrru*ons' No

exctr¡ston or 
'r¡ttatúîä'ñi;Clliii;;i 

"î#iitÈ"nsibte 
persons ìmoosêd or aEreed at anv

*rne sha* 
"rr*.t 

any uiär"*änt *t iu..prö"iùãäufrìruoiriry her;n;¡er, nor shaltsettlement

of or driflcu*v *'ntoLîn"s-;uv';Ët-; o. tt 
" 
äîtìi]äütriJt¡.n'or ¡nuorvencv of anv süch other

responstble p*rrnnrî'r'Ërüíi "áurtoq 
to o*i,!äiäÌãItitelãtt or oå*às" oi anv portlon rhereof'

.tiå.t unv sitch asseEsrnent' 
$de;r thls Agreernent no later

'' I-ii'J;J.Ëåiii'?î;fiiå:filiii{i,,i¡åîïff;J"i*'Jfil"f"iï; 
Ë;"í¿ aware)or the

facts gtvlng rlse to ,t.;""îËõ';;utr, .ruf m 
"niin 

unVlt*t"no ttl*itfitn tlvo years after the

compretron 
"r 

ff*eiil¡.-üiãîïeivtces-(anå * ilii¿t uôr*ltr'ut ihe ttmllatlon peniods

esraþ'shed b{ tha L-i*ltoa;on"¡.! ?o-qf 
î¿ilJ*t, ;; anv q*ìe r ¿;ptr*uru Þsislatlon shallbe

vartêd and/or r^or,äåä:u".oiainqrn,l¡,rJiirniiåiîá. 
*Hiï"t uppiv'to lhe ektent prohìbited bv

ffifùbi¿ iu,o o' piufesslonal regulatlons'

10'YoumåvnotmakeaclalrrlolÞr:lngproceed}nQsrelallngto.-T:¿seçvlcesor.othenw}s€..qnderthls
Asreêfheflr "qu,o.räiîåtilärä! 

r¡lT "i;;;ï rt, uuqfrn-tyttãis' rn"mners' shareholdqts'

df'rectors, off¡.err, i"ä;;rï, p'int¡ør1"u-uffii"vãts!'e-v ç,glsanJl' 
vo' tt^tolt mahe unv cleim

or brlne e,,0.*.q¡n#¡'å;ö';;;f'^;r;r.ll; 
rritäiîii"ñ; i;.ssct{on' äiút"usft p and thls sectiön

10 are{nFcnd-rrtJ',t îJlí¡t-i'r.,* ;Iil; E r rii:Jtt åili .lt ev pu"oÃt' tvtto uttutt be ent'ltled to relY

on and enforce them'

J¡demnltY

11.'îothefullestextentpermltteclbyaÞpticablelaw¿ndprofesslonalregulatlons.youshall
tndemntfy ur,,n* oiri*îËï';it*. #d tttåË-v ìiltiont'uçtinsr alt clalms bv thlrclpartles

(includinsynu,"trîäiå.;;;jiáiuttin.qii"[lrilr"-,i"'*gi,6.6rn6.1es.co¡ts'andexpenses
(ncrudrne ,*"ronåü,î'ã-iJi."iãr¿ r*i"lå"r'ìäîi'"ãJriått'ioqi;Ï;r or relatlns to ihe Services

or thts Rqreern"ni. ôn behatf ot tnoorruïf'äffiãu; af flilates' vfu *i*u"u us' the other EY Firms

and the ,n *.rr"'n'îLm ärr tr"ián ana"ouäl "i't*¡on 
(together' "tlairris')' pending or

threatened. that yuu or 
-thev 't'"-v-l:'..'j: 

;';'i=iú' ;f;i it'" S¡i'.'itÃ sr t'his Asreementto tho

extent such Cla{nrs reçult from or aiÍ11äl[ oË*ov mi'representøtloh or fraudulent åct or

orll$sion ¡i'vou' Vu* ãrnployees or aqents on yòur behalf'

Conf ldSntlalltv
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ii t; :';

',,1 ffFre¡vsr*Ycunvc o Ernst &Young LLP

Cha¡tered Accounlants
Pacific Centre
700 West Georgia Street
P.O.8ox 10101
Vancouver, British Columbia v7Y'IC7

April 16, 2008

Sino-X'orest CorPoration
90 Bumhamthorpe Road'W., Suite 1208

Mississauga, ON
L5B 3C3

Attention: Mr. Jamie Hyde, Chairman of the Audit Committee

Dear Mr. Hyde:

l. This engagement letter, including any additional terms that are attached, (collectively, the

"Agreement") confirms the terms upon which Ernst & Young LLP ("we" or "EY") has been

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

Asia Inc. (the "Company") for the year ended Decembe¡ 31,2007 ' The services described in this

paragraph may hereafter be referred to as either "Audit Service" or "Audit Services'

Audit Responsíbílíties and Línt ìtøtiotts

2. The objective of our audit is to express an opinion on whether the consolìdated financial

statements present fairly, in all material respects, the financial position, results of operations and

cash flows of the Company in conformity with Canadian generally accepted accounting principles'

3. We will conduct our audit in accordance with Canadian generally accepted auditing standards'

Those standards require that we plan and perform the audit to obtain reasonable rather than

absolute assurance that the consolidated financial statements taken as a whole are free of material

misstatement whether caused by error, fraud o¡ illegal acts whose consequences hàve a material

effect on the consolidated financial statements. There are inherent limitations in the audit process'

including, for example, the use of judgment and selective testing of the data underlying the

financíal statements, the ìnherent limitations of intemal controls, and the fact that much of the

audit evidence available to the auditor is persuasive rather than conclusive in nature' Furthermore'

because of the nature of fraud, including attempts at concealment through collusion and forgery,

an audit designed and executed in accordance with Canadian generally accepted auditing

standards may not detect a material fraud. Further, while effective intemal control reduces the

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

possibi'lity. For these reasons, we cannot guarantee that fraud, error and illegal acts, if present'

will be detected when conducting an audit in accordance with canadian generally accepted

auditing standards. Also, an audit is not desigrred to detect erroÍ or fraud that is irnmaterial to the

consolidated financial statements'

a Phone: 604 891-8200
Fax: 604 643-5422
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As part of our audit, we will consider, solely for the purpose of planning our audit and

determining the natu¡e, timìng, and extent of our audit procedures, the Company's intemal

controls over financial reporting. This consjderation v¡ill not be sufficient to enable us to provide

assurance on the effectiveness of intemal controls over financial reporting or to identify all

si gnifi cant wealstesses.

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

errors, or that fraud or illegat or possibly illegal acts may exist or have occurred (other than illegal

acts that are considered inconsequential), we will bring such matters to the attention of an

appropriate level of management. The type and significance of the mattet to be communicated will

determine the level of management to which the communication is directed and whether the

communication is also made to the Audit Committee. If we become aware of fraud involving

senior management or fraud (whether caused by senior management or other employees) that

car¡ses a material misstatement of the consolidated financial statements, we will report this matter

directly to the Audit Committee.'We will also determine that the Audit Committee is adequately

informed of misstatements, resulting from error, other than trivial errors and illegal or possibly

illegal acts that come to our attention unless they are clearly inconsequential. hr addition, we will

inform the Audit Committee and appropriate members of management of signifrcant audit

a justments and sígnificant weaknesses in the design or implementation of intemal controls to

prevent or detect fraud or error noted during our audit procedures, as well as related party

tansactions identifred by us that are not in the normal course of operatíons a¡d that involve

significant judgments made by management concerning meastlrement and disclosure.

'We also may comlnunicate to the appropriate levels of rnanagement other opporhrnities we

observe for economies in or improved controls over the Company's operations. The matters

communicated will be those that we identis during the course of our audit. Audits do not usually

identifo all matters that may be of interest to management in discharging its responsibilities'

In acco¡dance with CICA l{andbook Section 5751, Comtnunications willt'fhose Having Oversight

of the Financíal Reportíng Process, we will communicate ìn writing to the Audit Committee any

rllationships between Ernst & Young LLP, its parhrers and professional employees and Sino-

Panel Asia Inc. (including related entities) that, in our professional judgment, may reasonably be

thought to bear on our independence. Further, we will confirm our independence with respect to

Sino-Panel Asia Inc'

4.
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Management's Responsibilities and Representations
Ë
I

8 The preparation and fair presentation of the eonsolidated fìnancial stater¡ents in accordance '¡¡ith

Canadian generally accepted accounting principles are the responsibility of the management of the

Company. Management also is responsible for establishing and maintaining effective intemal

controls, for properly recording kansactions in the accounting records, for safeguarding assets,

and for identiffing and ensuring that the Company complies with the laws and regulations

applicable to its activities'

. The design and implementation of internal controls to prevent and detect fraud and error are the

responsibility of the Company's management, as is an assessment of the risk that the consolidated

finanoial statements -"y b" materially misstated as a result of fraud. Management of the Company

is responsible for apprising us of all known instances of fraud, suspected fraud, illegal or possibly

illegal acts and allegtions involving financial improprieties received by management or the Audit

Committee (regardless of the source or form and including, without limitation, allegations by

"whistle-blowers," employees, former emplOyees, analysts, regulators or others)' and for

providing us full açcess to information and facts relating to these instances and allegations and any

internal investigations of them, on a timely basis. Allegations of financial improprieties include

allegations of manipulation of frnancial results by management or employees, misappropriation of

assets by ,rror,"g"rrr"nt or employees, intentional circumvention of intemal contols' inappropriate

influence on related party nansactions by related parties, intentionally misleading EY, or other

allegations of illegal acts or fraud that could have a non-trivial effect on the financial statements or

otherwise affect the financial reporting of tbe company. If tlre company limits the information

otherwise available to us under this paragraph (based on the company's claims of solicitor/ client

privilege, litigation privilege, or otherwise), the Company will immediately inform us of the fact

that certain information is being withheld from us' Any such withholding of informabion could be

considered a restriction on theicope of our Audit Services and may aÌter the forrn of report we

may issue on the company's financial statements; prevent us fiom consenting to the inclusion of

prwiously issued auditoris reports in future Company filings; or otherwise affect our ability to

continue as the Company's auãitors. The Company and we will disclose any such withholding of

information to the Audit Committee'

10. Management of the Company is responsible forproviding us with and making avaílable complete

financial records and related data and copies of all minutes of meetings of shareholders, directors

and committees of directors; information relating to any lnown or probable instances of non-

compliance with legislative or regulatory requirements, including financial reportìng

requirements; information relating to ãny illegal or possibly illegal acts, and all facts related

thereto; and information regarding all related parties and related paúy transactions' Failure to

provide this information on a timely basis may cause us to delay our report, modiñ7 our procedures

or even terminate the engagement'
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1l Management of the Company is responsible for adjusting the consolidated financial statements to

con-ect material misstatements and for affirming to us ìn its representatíon letter that the effects of

any unrecorded audit differences accumulated by us during the current audit and pertaining to the

latest periocl presented are immaterial, both individually and in the aggregate, to the consolidated

financial statements taken as a whole'

12. As required by Canadian generally accepted auditing standards, we will make specifrc inquiries of

management about the represgntations contained in the consolidated financial statements.

Management is responsible for affirming to us in its representation lettpr and providing us with

information regarding the recognition, measurement and disclosure of çecific items; includìng but

not limited to the following:

o its assessment of the reasonableness of significant assumptions underlying fair value

measurements and disclosures in the consolidated financial statements or used to support

amounts in tle consolidated financial statements;

. any plans or intentions that may affect the carrying value or classification of assets and

liabilities;
. information relating to the measurement and disclosure of tansactions with related parties;

. an assessment of all areas of measurement uncertaint¡r lnown to management that are required

to be disclosed in accordance with CICA Handbook Section 1508, Measurement Uncertainty;

o information relating to claims and possible claims, whether or not they have been discussed

with the ComPanY's legal counsel;

o information relaiing to other liabjlities and contingent gains or losses, including those

associated with guaiantees, whether written or oral, under which the Company is contingently

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

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

" information relating to compliance with aspects of contractual agreements that may affect the

consolidated financial statements; and

" information concerning subsequent events.

13 At the conclusion of the audit, rve obtain representation letters from certain members of

management to confirm significant representations on matters that are directly related to items that

are material, either individually or in the aggregate, to the consolidated financial ståtements;

matters that are not directly related to items that are materíal to the consolidated financial

statements but are significant, either individually or in the aggregate to the engagement; and those

that are relevant to your judgments or estimates that are material, either individualiy or in the

aggregate, to the consolidated fìnancial statements. The responses to the inquiries of management'

the w¡itten representátions from management and the results of our audit tests comprise the

evidential mafter we will rely upon in forming an opinion on the consolidated financial statements'

.; \l
f\
.t:.."

Ð

b
f .---1

i,-
I

l ':l
':f

-ì

4

EY-HC-2007-0081 89



EY-HC-2007-0081 86/5

4Ëm¡vsu'æVo¿.r¡vc

14. Management of the company is responsible for advising us of any documents or other information

proviJed during the course of the audit over rvhich it intends to ass€rt a claim of privilege and

should mark any such documentation accordingly, as furr.her described jn the attached additional

Terms and Conditions (refer to the provision captioned"Auditor Oversight")'

Fees ond Billirtgs

15. Our fees wjll be billed as work progresses are based on the time required at our billing rate, being

$220 per ho¡r, plus expenses. However, our actual fee may exceed the top of this range' Payment

of our jnvoices will be made upon receipt

16- Our estimated fees and schedule of performance are based upon, among other things, our

preliminary review of the Company's iecords and the representations Company personnel have

rnade to us and are dependent-upon the Company's personnel providing a reasonable level of

assistance. should our assumptions with respeot to these matters be incorrect or should the

condition of the records, degree of cooperation, or other matters beyond our reasonable control

require additional commitments by us bàyond those upon which o'r estimated fees are based' we

may adjust our fees and planned completion dates. In addition, fees for any special audit-related

projects, such as proposed business combinations or research and/or consultation on special

business or financial issues, will be billed separately from the audit fee referred to above and may

be the subject of other written agreements'

Other Matters

17. By your signature below, you confirm that the company, through its Board of Directors' has

expressly authorized you to enter into this Agreement with us on behalf of' and to bind' the

CompanY.

1g. The attached additional Terms and conditions form an integral part of this engagement letter and

govern our respective rights and obligations arising therefrom'
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EY appreciates the opporhrnity to be of assistance to the Company' If this Agreement accurately

reflects the terms on v¡hich the company has agreed to engage EY, please sign below on behalf of the

Company and return it to Linda Zhu, Engagement Parlner, 700 'West Georgia Street, P'O' Box 10101'

VancouverBC,VTY 1C7.

Yours very truly,
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Acknowledged and agreed:

Sino-Forest CorPoration

Hyde
of the Audit

//"P

d. {. {¡ *'1. *,ts {. t *. i. {. + * *+ + {' + *'l' * {' + * * * * * * * *

1F
i

i.l

lrl

I
1

j
J

ì
-l
1

l

I
J

,t.

1

j

,m
ÌI
Il
:1

6

EY,HC-2007-0081 91



x'

1

p
ØErc¡vsr*You¡va

EY-HC-2007-0081 86/7

Terms and Conditions

I

I

r

Except as otherwise specifically provided in the engagement lettçr or contact to which these terms and

conditions are attached (collectively, the "Agreement") the following additional terms and conditions

shall apply. As used herein "EY" refers to the Canadian firm of Ernst & Young LLP. "EY Entities"

means EY, all members of the global Emst & Young network, Ernst &,Young Globál Limited, ancl any

of their respective affiliates (and "EY Entity" means any one of them)'

I . Services - EY shall exe¡cise due professional care and competence in the performance of the services

provided pursuant to this Agteement (the "Services")'

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

change in applicable láw or professional standards or events beyond a party's reasonable control, but

not involving its fault ornegligence (any of which, a "Change"), the parties agree to adjustthe fees

for, and/or timing of, the Services appropriately and, if necessary, client will obtain Audit Committee

approval of such adjustments. Each party shall be excused from default or delay in the performance

of its obligations (other than payment obligations) under this Agreement to the extent caused by a

Change.

3. Client Data & Information - Client will provide, or cause to be provided, to EY in a timely manner

complete and accurate data and information ("Client Data") and access to resources as may be

reasonably required by EY to perform the Services. EY may disclose Client Data to other EY

Entities for the purpor" of rendering the services. EY may also disclose client Data to other EY

Entities for the purposes of fulfilling its professional obligations to manage conflicts of interest and

to maintain auditor independence as well as to implement standardized performance recording and

documentatìon systems within the global Ernst & Young network' EY Entities or their service

providers may store client Data, whiclr may inolude personal information, outside of canada'

4. Confïrlentiality - Subject to the other terms of this Agreement, both client and EY agree that they

will take reasonable steps to maintain the confidentiality of any proprietary or confidential

information of the other.

5. Ey waiver Re: Tax Advice - Notwithstanding any confidentialify obligations or other restrictions

on disclosure contained in this Agreement, with regard to:

(a) any oral or written statement or advice reìated to taxes provided by EY with regard to a

person or entitY that:

(i) has any fìling obligation with the US Internal Revenue Service, or

(ii) qualifìes as a us controlled Foreign corporation (i.e., a non-us corporation that has us

shareholders (US persons that directly or indirectly own 10olo or more of the total

combined voting po.\¡/er of all of the classes of stock of such non-US corporation) that

own in the aggfegate more than 507o of the total vote or value of such non-us

corPoration);
(b) any oral or written statement or advice regarding us taxes of tax advice related to a

transaction that could affect a US tax; or
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(c) where SEC audit independence restrictions apply to the relationship between client and any

Ey Entity, any oral or written statement or advice to client as to any potential tax

consequences that may result from a transaction or the tax treatment of an item,

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

Ey expressly authorizes client to disclose to any and all persons, without limitation of any kind, any

such Tax Advice, including any fact that may be relevant to understanding such Tax Advice, and all

materials of any kind (including opinions and other tax analyses) provided to client in relation to

such Tax Advice. However, because the Tax Advice is solely for the benefit of client and is not to be

relied upon by any other person or entit¡r, client shall inform those to whom it discloses any such

information that they may not rely upon any of it for any purpose vrithout EY's prior written consent'

6. privacy - client confìrms to EY that it has obtained any consents that may be required under

applicable privacy legislation for any collection, use or disclosure of personal information that is

necessary in order for Ey to provide the Services. EY shall adhere to applicable privacy legislation

when dealing with personal information that was obtained from client'

7. Auditor oversight - client hereby acknowledges that EY may from time to time receive requests or

orders from the Canadian public Accountabiliry Board or from professional, securities or other

regulatory or governmental authorities that fulfill simitar functions (both in Canada and abroad) to

provide ttrem with information and copies of doouments in EY's files including EY's working papers'

and other work-product relating to client's affairs. Client consents to EY providing or producing, as

applicable, these documents and information without further reference to, or authority from, client'

Except where prohibited by law, if a request or order is directly related to an inspection or

investigation olEY's audit of client, EY will advise client of the request or order'

'When a regulatory authority requests access to EY's working papers and other work-product relating

to client,s affairs, E}, will, on a reasonable efforts basis, refuse access to any document over which

client has expressly informed EY that client asserts privilege, except where disclosure of documents

is required by law or requested by a provincíal Institute/Order of Chartered Accountants pursuant to

its statutory authority. client must mark any document over which it asserts privilege as privileged

and inform Ey of the grounds for client's assertion of privilege (such as whether it claims solicitor-

client privilege or litigation privilege)'

Ey will also 5e required to provide information relating to the fees that EY collects from client for

the provision ofauáit services, other accounting services and non-audit services'

S.InternetCommunications-Unlessotherwiseagreedwithclient'EYandotherEYEntitiesmay
ccrrespond by means of the Internet or other electronic media or provide information to client in

electronic form. There are inherent risks associated with the electonic transmission of information

on the Intemet or otherwjse. EY cannot guarantee the security and integrity of any eleckonic

communicatiolrs sent or received in ¡elation to this engagement and cannot guarantee that

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

malicious software.

g. Right to Terminate services - subject to any applicable professional standards and legislation'

either party may terminate this Agreeåent, with or without cause' by providing written notice to the

other party. [rthe event of early terminatíon, forwhateverreason' clientwill be invoiced for time
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and expenses incurred up to the end of the notice period together with reasonable tirne and expenses

íncurred to bring the engagement to a close in a prompt and orderly manner. EY shall also have the

right, upon 7 days prior notice, to suspend performance of the Services in the event client fails to pay

any amount required to be paid under this Agreement.

10. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with the

performance of the Services. The costs of administrative items such as telephone, tesearch material'

facsimile, ovemight mail, messenger, administrative support, arnong others will be billed to client at

11.5o/o of EY's fees for professional services. Reasonable and customary out-of-pocket expenses for

items such as tavel, meals, accommodations and other expenses specifìcally related to this

engagement will also be charged.

I l. Billing & Taxes - Bills including expenses witl be rendered on a regular basis as the assignment

progresses. Accounts are due when rendered. Interest on overdue accounts is calculated at the rate

noted on the invoice commencing 30 days following the date of the invoice. The fees, expenses and

other charges payable pursuant to this Agreement do not include taxes or duties. All applicable taxes

or duties, whether presently in force or irnposed in the future, shall be assurned and paid by client

wíthout deduction from the fees, expenses and charges hereunden

12. Governing Law - This Agreement shall be govemed by and construed in accordance with the laws

of the provjnce of Ontario and the laws of Canacla applicable therein, without regard to principles of

conflicts of law. The parties heieby irrevocably and unconditionally submit and attorn to the

exclusive jurisdiction of the courts of the Province of Ontario in connection with any dispute, claim

or other matter arising out of or relating to this Agfeement or the Services.

13. Ey Reports - Ey retains all copyright and other intellectual property rights in everything developed,

designed or created by EY either before or during the course of an engagement including systems,

methodologies, soffware, lanow-how and working papers. EY aiso retains all copyright and other

intellectual propeÉy rights in all reports, advice or other communications of any kind provided to

client in any form l*titt"" or otherwise) during the course of an engagement ("Reports"), although

client shall have the full right to use any Reports within its own organization. fuy Reports are

provided solely for the purpose of this engagement. Subject To "EY Waiver Re: Tax Advice" above,

no Report (and no portion, summary or abstact thereof) rnay be disclosed to any third party without

Ey's prior written consent. 'ú/ithout limitation, except as otherwise specifically agreed in the

engagement letter into which these terms and conditions are incorporated client agrees that it will

not, and will not permit others to, refer to EY or reproduce, quote or refer to any Report (or any

portion, summary or abstract thereof) in any document filed or distributed in connection with (i) a

purchase or sale of securities or (ii) continuous disclosure obligations under applicable securities

Iaws. Ey does not assume any duties or obligations to third partíes who may obtain access to any

Reports. Any services or procedures performed for client were not planned or conducted (i) in

contemplation of reliance by particular third parties (ii) with respect to any specific transaction

contemplated by a third parry or (iii) with respect to the interests or requirements of particular third

parties. Client may not rely on any draft Report'
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14. Limitation of Liabitity - To the fullest extent permitted by law and regardless of whether such

liabiliry is based on breach ofcontract, tort (including negligence), strict liability, faijure of essential

purpose or otherwise,

(a) Ey,s ìiability shall be several and not joint and several, solidary or in solídum and EY shall only

be liable foiits proporrionate share of-any total liability based on degree offault having regard to

the contributio¡ to urry loss or damage ii question of ãny other persons responsible and/or liable

for such loss and damage;
(b) in no event shall eitheî party be liable to the other for any consequential' incidental, indirect,

punitìve oi rp""ì"1 à"rnales (incluaing loss of profits, data, business or goodwill) in connection

with the p"rior*un"" of th" Services= or otherwise under this Agreement, even if the relevant

parry has teen advised of the tikelihood of such damages; and

(c) in any case the total aggegate liability of EY arising out of or relating to this Agreement or the

Services shall be limited to the greatËr of (i) the tot-al fees paid to E! fol-the Services and (ii)

51,000,000. This paragraptr shíil not limit EY's liability ior death, bq{]v injurl 91 
phv.*i"11

damage to tangible properry caused by the legiigenj acts år omissions of EY, and shall not limit

EY's liability fîr loss oi autt"g" .uut"d by thefraud or wilful misconduct of EY'

For the purposes of this section ("Lírnitatìon of Líabílíty'), the term EY includes all other EY Entities

and any subcontactors, members, shareholders, directors, officers, managers' partners or employees

of EY or any other EY EntitY'

15. Gtobat Resources - Ey may use the services of personnel frorn other EY Entities to assist it in

providing the Services. Ey strall be solely responsible for the performance of the Services and all of

the other liabilities and obligations of EY under this Agreement whether or not performed, in whole

or part, by EY, any other EY Entity, or any subconfiactor ol personnel of any E-Y Entitv' client and

its affiliates or other persons or entities for or in respect ofwhich any of the Services are provided

shall have rro r""ou..", and shall bring no claim, against any EY Entity other than EY' or against any

subcontractors, members, shareholdeÃ, directors, offiCers, managers' parÙrers or employees of EY or

"u, "ü", 
nv Entity, or any of their respective assets, in connection with the performance of the

Services or otherwise under the Agreemånt. Other EY Entities and any subcontactors' membefs'

shareholders, directors, officers, managers, partners or employees of EY of any other EY Entity shall

have the express benefit of this sectiãn and shall have the right to rely on and enforce any of its

terms.

16'NoApplication-Theprecedingtwosections(LinútatíonofLiabítity,GlobalResources)shallnot
apply ro the extent piohibited by applicable law or regulation (including for these purposes

applicable rules and interpretatio* oi',t" US securities and Exchange commission relating to

auditor independence and any applicable rules or guidance from a provincial Institute/Ordef of

Chartered Accountants having jurisdiction)'

17. solicitation &Hiringof EYPcrsonnel-EY'sindependencecouldbecompromisedif clientwere to

hirecertainEYpersonnel.WithoutthepriorwrittenconsentofEY,clientshallnotsolicitfor
employment or få, u position on its Board of Directors, nor hire' any current or former partnel or

professional employee of any of EY, any affiliate thereof or any other EY entify, if such partner or

professional "*ptoi"" 
has been involved in the performance of any audit, review, attest or assurance

service for or relating to client atany tirne since the date of filing of client's most recent financjal

statements with the relevant s."rr.iii", regulator(s) or stock exchange(s) (or' if client has not
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previously filed such financial statements, since the beginning of the most recent fiscal year to be

covered by client's first such financial statements), or in the l2 months preceding that date.

18. Severability - h the event any provision of this Agreement is determined to be invalid, illegal or

unenforceable, in whole or in part, such provisiorr shall be deemed severed from this Agreement to

the extent required and the remainder of this Agreement shall remain in füll force and effect.

19. Legat proceedings - In the event EY is requested by client or is required by government regulation,

subpoena, or other legal process to produce documents or personnel as witresses with respect to the

engagernent for client, and provided that EY is not a parly to the legal proceedings, client shall

reimburse EY for professional time and expenses, as well as the fees and expenses of counsel,

incurred in responding to such requests.

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

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

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

is not personally liable for any debts, obligations or liabilities of the LLP that arise from the

negligence of antther parfier or any person under that parfner's direct supervision or control. As an

LLp, E1' is required to maintain certain insurance. EY's insurance exceeds the mandatory

professional liability insurance requirements established by any provincial hstitute/Order of

Chartered Accountants.

21. Miscellaneous - EY shall provide aìl Services as ær independent contractor and nothing shall be

construed to create a parhrership, joi*t venhre or other relationship between EY and client' Neither

parfy shall have the right, power or authority to obligate or bind the other in any manner' This

Agreement shall not be modified except by written agreement signed by the parties. This Agreement

may not be assigned in whole or in part by client without EY's prior written consent,. not to be

unreasonably withheld. Any terms and provisions of this Agreement that by their nature operate

beyond the term or expiry of this Agreement shall survive the termination or expiry of this

Agreement, including without limitation those provisions headed Client Data & Information,

Con/ìdentíatiry, Ey Waiver Re: Tax Advice, Auditor Oversight, Limitation of Liøbility' Global

Reso,rces, Solicitation & Hiring of EY Personnel, and Legal Proceedings' The provisions of this

Agreement shall operate for the benefit of and may be enforced by, other EY Entities and any

subcontractors, members, shareholders, directors, officers, managers' partners or employees of EY or

any other Ey Entity. This Agreement constitutes the entire agreement berween the parties relating to

its subject matter and supersedes all prior representations, negotiations and understandings'
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April 16, 2008 audit engagement letter for Sino-Wood Partners,
Limited for year ended December 31' 2007
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