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PROOF OF CLAIM AGAINST
SINO-FOREST CORPORATION

1. Original Claimant Identification (the "Claimant”)

Legal Name of Claimant: Ernst & Young LLP

Address:

Ernst & Young LLP
222 Bay Street, P.O. Box 251

Ernst & Young Tower, 215t Floor

City: Toronto Prov / State: ON
Postal/Zip code: M5K 1]7

2. Assignee, if claim has been assigned

Full Legal Name of Assignee

Name of Contact:  Doris Stamml

Title: Chief Legal Counsel

Phone #: 416-943-3039

e-mail: doris.stamml@ca.ey.com

Name of Contact.

Address

Phone #

City. Prov / State___

Postal/Zip code

3a. Amount of Claim

Fax #

e-mail,

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

Currency Original Currency
Amount

CDN $7.154,200,000.00.

plus all not yet
guantified /unknown

amounts as setoutin
Schedule “A1”

USh $1,805,000,000.00,

plus all notyet
guantified /unknown

amounts as set outin
Schedule “A1”

Unsecured Restructuring Claim
Prefiling Claim

X X

Secured Claim

O



3hb. 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 against the Applicant above,

check the box below, list the Subsidiaries against whom you assert your claim, and provide particulars of your
claim against such Subsidiaries.

I/we have a claim against one or more Subsidiary

Name(s) of Subsidiaries: Original

Currency Currency Amount Amount of Claim
See Schedule B for a list of CDN and USD Al amounts claimed All amounts
all _subsidiaries claimed in Schedule “A1” are claimed in
against also claimed against Schedule  “A1”
the entities listed in are aiso claimed
Schedule B. against the
entities listed in

Schedule B

Ernst & Young LLP reserves all rights as against those entities listed on Schedule “B”, including for
greater certainty all direct and indirect subsidiaries of Sino-Forest Corporation. Ernst & Young LLP has
described its current claims against subsidiaries without prejudice to the fact that such claims may be
asserted or amended at a later time.

4. Documentation )

Provide all particulars of the Claim and supporting documentation, including amount, and description of transaction(s) or
agreement(s), or legal breach(es) giving rise to the Claim.

See Schedule “A2” plus all documents appended thereto.

5. Certification

1 hereby certify that:
1. 1am the Claimant, or authorized representative of the Claimant.
2. | have knowledge of all the circumstances connected with this Claim.
3, Complete documentation in support of this claim is attached.

Name Doris Stamml
Title: Chief Legal.Counsel

Dated at Toronto , V‘/{
this 20t day of June, 2012 Signature %Z/ W/f _

E—————
i)

.

Witness
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6. Filing of Claim

This Proof of Claim must be received by the Monitor by no later than 5:00 p.m. (prevailing
Eastern Time) on June 20, 2012, 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.C. Box 104

Toronto, Ontario M5K 1G8

Attention: Jodi Porepa

Telephone: (416) 649-8094
E-mail: sfc@fticonsulting.com

An electronic version of this form is available at http://cfcanada.fticonsulting.com/sfc.
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1.

2.

3.

4

SCHEDULE “A1”
CLAIM OF ERNST & YOUNG LLP AGAINST SFC AND SUBSIDIARIES

Breach of contract:

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

Schedule “A2”; and
(b) costs and interest.
Negligent misrepresentation:

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

Schedule “A2”; and
(b) costs and interest.
Fraudulent misrepresentation:

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

Schedule “A2”; and
(b) costs and interest.
Inducing Breach of Contract:

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

Schedule “A2”; and

(d) costs and interest.

66



5. Reputational Loss:

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

Schedule “A2”; and
(b) costs and interest.

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

LLP in respect of:

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

43115300CP (only as the Court permits):
1) damages claimed in the amount of up to CDN $7,149,200,000.00;
(i1) damages claimed in the amount of up to USD $1,805,000,000.00;

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

and costs) against Ernst & 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 in Quebec Superior Court File No. 200-06-000132-111 (only as

authorized and given representative status):
(1) unknown and unquantified damages in Canadian dollars;
(i1) unknown and unquantified damages in U.S. dollars;

(iii) any unknown amounts not yet pleaded or quantified (including interest
and costs) against Emst & Young LLP in the above-mentioned

proceeding; and
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(iv) any amounts incurred or to be incurred by Emst & Young LLP with

respect to its defence of the above-mentioned proceeding.

(c) The verified complaint in Supreme Court of the State of New York, County of

New York — Index No. 650258/2012:
(1) unknown and unquantified damages in Canadian dollars;
(11) unknown and unquantified damages in U.S. dollars;

(ii1) 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 incurred or to be incurred by Emst & Young LLP with

respect to its defence of the above-mentioned proceeding.
(d) Other Proceedings (as defined in Schedule “A2” to this Proof of Claim):
(1) unknown and unquantified damages in Canadian dollars;
(i1) unknown and unquantified damages in U.S. dollars;

(ii1) any unknown amounts not yet pleaded or quantified (including interest

and costs) against Emst & Young LLP in the Other Proceedings; and

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

respect to the Other Proceedings.

(e) 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.

7,
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7. Contribution and indemnity under the Negligence Act, R.S.0 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 (¢) above.
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SCHEDULE “A2”
THE CLAIMANT AND BACKGROUND TO THIS CLAIM

1. Ernst & Young LLP (“E&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, 2007-2010 inclusive and with respect to the
consolidated financial statements of two of SFC’s subsidiaries (Sino-Wood Partners, Limited and
Sino-Panel (Asia) Inc.) for fiscal years ended December 31, 2007 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. In 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 unless 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:

1) Breach of contract;

(i)  Negligent misrepresentation;

(iil)  Fraudulent misrepresentation;

(iv)  Inducing breach of contract (as against the SFC Subsidiaries only);

70
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(v)  Injury to Reputation; and
(vi)  Vicarious Liability;

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

further below; and

(c) Contribution and indemnity under the Negligence Act, R.S.0 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 officers on the other, was at all material times at arm’s length. E&Y
contracted with SFC to provide it with auditing services upon terms established by a series of

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

Schedule C1.

4. | Management of SFC and the SFC Subsidiaries was and is responsible for the preparation
and fair presentation of SFC’s consolidated financial statements, which SFC prepared and issued,
and contracted with E&Y on behalf of SFC and the SFC Subsidiaries to audit. Management was
responsible 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 fo 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 financial 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 December 31, 2010, those entities set

out in the Corporate Organization Chart at Schedule “C107).

7. 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.

8. At all 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.

9. E&Y’s Auditors’ Reports in respect of the financial statements for the fiscal years ended
December 31, 2007 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;



(b)

(c)

(d)

S11-

Derived from E&Y’s retainers by and/or 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);

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

both pre- and post-filing; and

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

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

(2)

services that it provided to SFC. The plaintiffs in these actions, on 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 reqﬁired 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 titled Trustees of the Labourers’
Pension Fund of Central and Eastern Canada et al. v Sino-Forest Corporation et

al. bearing Court File No. CV-11-431153-00CP, in which the plaintiffs seck
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damages of approximately $9.2 billion in the aggregate on behalf of resident and

non-resident Interested Parties;

(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

(©) 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. bearing 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 further proceedings, including those that may be commenced in the

fature 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 B&Y misrepresented that SFC’s reporting was in accordance

with GAAP and that E&Y had conducted its audits in accordance with GAAS.

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

and/or agents.

5 y
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15. On May 22, 2012, 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 officers 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
negligence and/or fraud on the part of SFC and/or the SFC Subsidiaries and/or their respective
directors, officers, employees 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.  B&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:

I
!
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(a) Claims against SFC for:

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

terms including contractual representations);
(ii)  Negligent misrepresentation;
(iii)  Fraudulent misrepresentation;
(iv)  Injury to reputation; and
(v) Vicarious liability;

(b) Claims against the SFC Subsidiaries for the same relief 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 Against SFC

19. E&Y asserts claims for damages and restitution in respect of: (i) breach of contract; (i1)
. negligent 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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21.  B&Y performed auditing services for SFC and the SFC Subsidiaries pursuant to contracts
— formal engagement letters which, together with E&Y’s General Terms and Conditions for
Audit and Review Engagements (incorporated by reference into the Engagement Letters),

constituted the terms of these engagements.

22,  B&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,
financial statements are to be consolidated when an auditor is reporting on the financial

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:

(a) The audit would be conducted in accordance with Canadian auditing standards.
Those standards require that E&Y comply with ethical requirements and plan 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 error;

(b) There are inherent limitations in the audit process, including the use of judgement
and selective testing of data and the possibility that collusion or forgery may
preclude the detection of material error, fraud or illegal acts. Accordingly, there
is some risk that a material misstatement of the consolidated financial statements

may remain undetected; and

e
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(c) 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 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

material misstatement, whether due to fraud or error.

24, The Engagement Letters reflect the following, the wording of which did not vary
materially 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 financial information in accordance
with Canadian generally accepted accounting principles are 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 internal 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 result of a 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
financial improprieties received by management or the Audit Committee
(regardless of the source or form and including, without limitation,
allegations by “whistle-blowers,” employees, former employees,
analysts, regulators or others), and for providing us full access to
information and facts relating to these instances and allegations, and any
internal investigations of them, on a timely basis. Allegations of financial
improprieties include allegations of manipulation of financial results by
management or employees, misappropriation of assets by management or
employees, intentional circumvention of internal controls, inappropriate
influence on related party transactions by related parties, intentionally
misleading EY, or other allegations of illegal acts or fraud that could

o d
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have a non-trivial effect on the financial statements or otherwise affect
the financial reporting of the Company. If the Company limits the
information otherwise available to us under this paragraph (based on the
Company’s claims of solicitor/client privilege or otherwise), the
Company will immediately inform us of the fact that certain information
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 all minutes of meetings of shareholders, directors and committees of
directors; information relating to any known or probable instances of
non-compliance with legislative or regulatory requirements, including
financial reporting requirements; and information regarding all related
parties and related party transactions. (...)”

25. B&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 [or 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

and/or Cantonese and who read Chinese.

(I) 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.

o,
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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:

(a) 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

() 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. In 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.”
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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 regard, 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 auditors during the Material Time relied on the
validity of the Purchase Contracts and their attached Confirmations as
proof of ownership of Sino-Forest’s Standing Timber 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 financial 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, illegal 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 legal
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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(I1) and (III) Negligent and Fraudulent Misrepresentation

36. In performing its audit work in connection with the consolidated financial statements for
fiscal years ended December 31, 2007 to 2010, E&Y relied in good faith on (among other things)

representations, documents, information and 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 error. 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.  Bxamples of representations made by SFC during the 2007 to 2010 audits include:
a) Management Representation Letters;
b) D&O Questionnaires;
¢) Compliance 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 2010
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 Allen 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
operations, and cash flows of Sino-Forest Corporation in accordance
with Canadian generally accepted accounting principles.

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

of the consolidated financial statements for the years ended December 31, 2007-2010.

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

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;



(b)

(c)

(d)

(e)

®

(2

(h)
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that management of the Company believed that the consolidated financial
statements 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 Company 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 financial 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 all significant

contracts and agreements;

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

balance sheet;

that management of the Company had disclosed all significant intercompany

transactions;

that management of the Company, agreed with the findings of specialists in

evaluating the valuation of timber assets;

that management of the Company had disclosed to E&Y all related party

transactions;
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(1) that there were no instances where any officer or employee of the Company had
an interest in a company with which the Company did business that would be

considered a “conflict of interest”; and

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

which SFC directly or indirectly had a controlling financial interest.

43.  B&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 2007-2010 audits, all directors and officers of SFC completed
questionnaires in respect of related party 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 fiscal years ended December 31, 2007-2010.

46. The D&O Questionnaires required the directors and officers of SFC to disclose (1) an
interest of 5% 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 Questionnaires.

0
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(C) Company Policies

47. At all material times, SFC maintained a Code of Conduct. E&Y placed reliance upon the
directors, officers and employees of SFC and the SFC Subsidiaries compliance with the Code of
Conduct when conducting its audit of the consolidated financial statements for each of the fiscal

years ended December 31, 2007-2010. A copy of the Code of Conduct, obtained during the

2010 audit, is attached at Schedule “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 any
violations or suspected violations of the Code, and any concerns regarding accounting, financial

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

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, 2007-2010.

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

(4C8’9'

(D) The Legal Opinions
50.  SFC provided E&Y with certain legal opinions from its outside counsel, Jingtian &
Gongcheng, Attorneys at Law in the People’s Republic of China, for the purposes of E&Y’s
audits of the consolidated financial statements of SFC, and with respect to timber title and

ownership, including the nature of and appropriate reliance upon official documentation from the

5
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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 31, 2007 to

2010, to the express 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 BE&Y’s audit of the consolidated financial statement for the fiscal

year ended December 31, 2007 is attached at Schedule “C9”.

(E) Other Direct Representations

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

2007 to 2010, SEC 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)

(b)

(©)

(@)

(e)

®

(2

timber assets;
title 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;
valuation of the timber holdings;

use of the SFC Subsidiaries;

relationships with the authorized intermediaries; and

related party transactions.
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52. As described at paragraph 67 herein, attached at Schedule “B” is chart summarizing the
representations that were made to E&Y in respect of assets, liabilities, revenues and expenses of
SFC and the SEC 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 2010 Auditors’ Report, SFC’s
management was responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with GAAP, and for such intemnal 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. E&Y relied on SFC

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

(II) Reputational Loss

54. Had BE&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 place, to its

detriment.

(IIT) SFC’s Vicarious Liability

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

SEC Subsidiaries and their directors, officers, employees and agents.
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56. In particular, 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 Against 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, revenues 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 a signicant 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

o~
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Subsidiaries, and intercompany balances due from one or more of the SFC

Subsidiaries;

The business of SFC was conducted at the subsidiary level. On a consolidated
basis, all assets of SFC other than a portion of the consolidated cash were owned
by the SFC Subsidiaries. Attached to this Proof of Claim at Schedule “Cl0”is a
corporate organization chart for SFC as at December 31, 2010. Also attached at
Schedules “C11” and “C12” are publicly available corporate search results
conducted in respect of the SFC Subsidiaries or certain of them. With respect to
the timber assets and the timber related operations reported in the consolidated

financial statements of SFC:

(1) The timber assets were all held by a small number of the SFC

Subsidiaries;

(i1) The purchase and sale of the timber assets was done by or on behalf of

those of the SFC Subsidiaries;

(iii) 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 authorized intermediaries were through those

SFC Subsidiaries; and

*, 3
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(c) SEC 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-Panel (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.

@D 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~endéd December 31, 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 31, 2007.

62. In the course of completing the audit engagements for SFC and the SFC Subsidiaries,
E&Y received directly from ahd/or on behalf of the SFC Subsidiaries their financial information,

and relied upon that information in connection with completing its work under these

Q7
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engagements, as well as 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.
an 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 information provided by the SFC Subsidiaries and their directors, officers,
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 misleading information provided by the SFC
Subsidiaries and their directors, officers, employees 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.

(IID) and (IV) Negligent and Fraudulent Misrepresentation

66. In 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 applicable, provided by, inter alia, the SFC Subsidiaries and their directors,

officers, employees and agents all as described above in this Proof of Claim.
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67. In addition, the SFC Subsidiaries are vicariously liable for the actions and omissions of
their directors, officers, employees and agents who may have provided E&Y with allegedly

deceitful and misleading information.

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 and/or delivered documents
evidencing representations made to E&Y in its audits of the 2007-2010 consolidated financial
statements of SFC. In building up the chart, E&Y limited itself to certain types of documents
‘that E&Y considers particularly significant. The chart 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 BE&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 and/or
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.
% 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 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 place, to its detriment.
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(©) Contractual Indemnity

(I) Audit Engagement Letters

71. Each of the Engagement Letters for E&Y’s audits of the consolidated financial
statements of SFC for the Company’s 2007 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 B&Y for its

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

72. Each of the Engagement Letters for E&Y’s audits of the consolidated financial
statements of SFC for the Company’s 2007-2010 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 indemnify us, the other EY Firms and the EY
Persons against all claims by third parties (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 omission by you, your employees or agents on your
behalf.

74.  The Engagement Letters for the year-end audits for fiscal 2007-2010 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

75.  As stated above, E&Y entered into 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
indemnify E&Y generally, will limit E&Y’s liability and will re-imburse E&Y for legal fees in

certain circumstances.

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

II) Claim for Contractual Indemnification

77.  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 and/or interest award E&Y

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

(@ Statutory Claims for Contribution and Indemnity

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 and/or interest award E&Y
may be condemned to pay, under ss. 1 and 2 of the Negligence Act and any applicable legislation

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

E&Y’S DAMAGES

79.  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:

o
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(a) 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 officers. 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 officers; and

(©) 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 aresult of the allegedly negligent, deceitful and fraudulent practices of SFC, the SFC
Subsidiaries and their respective directors and officers, which unequivocally would result in a
breach of SFC’s obligations pursuant to the Engagement Letters and SFC Subsidiaries Letters,
and/or an inducement to SFC to breach SFC’s contractual obligations to E&Y, E&Y will incur

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

NATURE AND CLASS OF CLAIMS

81. B&Y asserts this claim as an unsecured creditor.

G6
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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’

claims 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 would 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 arm’s length. 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 recognizing the bargain 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, namely
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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 payment, independently of the

company’s financial performance.

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

W 7 j,z? et ALY
June 20, 2012 //g/’/% WM/ .

Crisy Jogal lomail

N

—
e



TAB B



CONFIDENTIAL

e
S

SINO-FOREST CORPORATION
SCHEDULE B: LIST OF SINO-FOREST CORPORATION SUBSIDIARIES THAT PROVIDED KEY DOCUMENTS AND REPRESENTATIONS ON WHICH
ERNST & YOUNG LLP RELIED IN ITS AUDITS OF THE CONSOLIDATED FINANCIAL STATEMENTS OF SINO-FOREST GORPORATION
{Note 1)

Book Value of
Timber

e

Jurisdiction Pledgors of Assets atDec
of Date of Unsecured Subsidiary 31,2010 Year Ended December
Company Name incorporation Incorporation Guarantors __ Shares (000s) 31
(Note 2) (Note 2) (Note 2) Néte3)  (Note 3) (Note 4) 2010 2009 2008 2007
(Note 5)
Sino-Globa! Holdings inc. Bvi * Y
Grandeur Winway Limited BVI 24-Nov-06 - X X
Sinowin Investments Limited BVi 2-Jul-02 . X X
Max Gain DevelopmentL imited BvI 4-Feb-02
Sino-Mapie (Shanghai) Trading Co., Lid. PRC X X X
Sino-Maple (Shanghai) Co., iAd. PRC X X
Sinowin Plantings (Suzhou) Co,, Lid. PRC X X
Jiangsu Jiarun Plantings Co., Ltd, PRC
Suzhou City Yuejia Gardening Design Co., Lid. PRC
Suzhou City Lvyun Garden Engineering Co., 1id. PRC X
Sugian Jiashu Plantings Co., Lid. PRC
Sino-Panel Corporation Canada
. Sino-Wood Partners,L imited HK M 4 X, % X X
Sino-Forest Resousces inc. BVI 12-Dec-87 * X X X X
, Dynasmic ProfitHo tdings Limited BVI 27-Sep-10 * . X
Sino-Forestl nvestments Limited 8vi 8-Sep-03 * X X X
Mandra Forestry Holdings Limited Bvi 31-Dec-04 N X
Mandra Foreslry Finance Limited BVI 31-Dec-04 i
Mandra Foresiry Anhui Limited BVl 28-Jan-11 N
B Anging Mandra Foresiry Limited PRC $53,375 X
: Mandra Forestry (Jiangx) Limited PRC $48,112 X
B Yihuang Mandra Forestry Limited PRC $15,788 X
Xuancheng Mandra Forestry Limited PRC $23,655 X
Zixi Mandra Forestry Limited PRC $34,653 X
Wuhu Mandra Forestry Limited PRC $244
Mandra Forestry Hubei Limited BVI ¥
Huanggang Mandra Forestry Limited PRC $1,167
i Sino-Forest( China) investments Limited PRC X X X X
Sino-Forest(S uzhou} Trading Co., Ltd. PRC X X
Sino-Forest( Yangjiang) Co., Ltd. PRC
Sino-Forest( Guangzhou) Co., Lid. PRC X X,
Shenzhen Sino-ForestSc ierice and Technology Co., Ltd. PRC
Sino-Waod {Heyuan) Co., Lid. PRC $49,857 % X
= Sino-Forest({ Heyuan) Co.L td PRC X
- Guangxi Guijia Forestry Co., Lid. PRC $8,664 X X
Gaoyao Jiayao Forestry DevelopmentCo ., Ltd. PRC $8,543 X %
Zhangzhou Jiamin Forestry Development Co., Ltd. PRC $490 X
Sino-Wood Trading Limited BVI 29-Dec-09 . X
Sino-Plantation Limited HK v IS
Sino-Wood (Guangxi) Limited HK 19-Jan-07 -
Sino-Woad (Jiangxi) Limited HK ¢
Sino-Wood (Guangdong) Limited HK M
Sinc-Wood (Fujian) Limited HK M
Jiangxi Jiachang Forestry DevelopmentCo ., Ltd. PRC $8,789 X
- Suri-Wood inc. . BvVI 1-Sep-97 - 4 $329,311 X X X X
: Ace Supreme International Limited BV 2-Jan-09 . $199,600 X X
= Alliance Max Limited BVi 22-Dec-09 hd $98,923 X X
Trillion Edge Limited BvI 22-Dec-09 M $201,892 X X
General Excel Limited BVl 22-Dec-09 * $37,018 X X
Brain Force Limited BvI 22-Dec-09 . $90,524 X l
Prime Kinetic Limited BVl 22-Dec-09 M $45,027 x
Paly MarketL imited BVI 22-Dec-09 * $57,050 X
o Value Quest intemational Limited BvI 14-Aug-10 M $57.335 X
Well Keen Worldwide Limited Bvi 11-Aug-10 ¢ $52,685 X
Cheer Gold Worldwide Limited BVI 11-Aug-10 * $21,174 X
Regal Win Capital Limited BVI 11-Aug-10 - $23,833 X
HarvestW onder Worldwide Limited BVI 14-Aug-10 . $70.,221 X !
Rich Choice Worldwide Limited BVI 11-Aug-10 * $178,401 X
Amplemax Worldwide Limited avi 2-Jan-09 . $229,030 X X
Glory Billion Intemational Limited 8vi 2-Jan-08 . $203,050 X X
Smart Sure Enterprises Limited avi 2-Jan-09 . $192,260 X X
Expert Bonus Investments Limited BVi 2-Jan-09 * $203,640 X X
Express PointHo Idings Limited BVI 2-Jan-09 * 5$184,545 X X
: Sinowood Finance Limited BVl
: Khan Forestry Inc 8vi B-Sep-05 X
Sino-Capital Global Inc. BVl 14-Feb-97 - a X X X
Greenheart Group Limited Bermuda X
GreenheariRe sources Holdings Limited BVl 8-Oct-04 X
. Sinowood Limited Cayman islands . a
B sino-Forest Bio-Science Limited BvI 18-Jun-03 - X X
B Sino-Biotechnology (Guangzhou) Limited PRC X
. Sinowood Holdings Limited Cayman islands
. . Homix Limited BVl 10-Jul-08 M x
Sino-Global Management Consulling {ne. BVt 30-Jul-10 .
Guangzhou Panyu Dacheng Wood Co., Ltd. PRC
’ Jiangsu Dayang Wood Co., Lid. PRC
* Sino-Global (G hou) Forestry & nentCo nsulting Inc. PRC
: Mega Harvestl niemational Limited Bvi
g NZ Forestry Holding Company Limited New Zealand $67,513 X
MFV Limited New Zealand
Mangakahia ForestL and Limited New Zealand
Mangakahia ForestM aori Land Limited New Zealand
Sino-Forest Intemational (Barbados) Carporation Barbados . a X
l Sino-Panel Holdings Limited B8vi 18-May-00 * 4 X X
Lo sino-Panel (Asia) Inc. BVI 12-Dec-97 * A X X X X
Sino-Panel {China) investments Limited PRC $134,310 X X X
Sino-Panel (Guangx) Limited BVI * X X
Sino-Panel (Yunnan) Limited Bvi 19-Jan-07 - X X X X
i Sino-Panel (North EasiCh ina) Limited avi 23-Feb-05 * X X
{ Sino-Pane! (Xiangxi) Limited 8vi 12-Oct-01 . X X
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SINO-FOREST CORPORATION

= SCHEDULE B; LIST OF SINO-FOREST CORFORATION SUBSIDIARIES THAT PROVIDED KEY DOCUMENTS AND REPRESENTATIONS ON WHICH
ERNST & YOUNG LLP RELIED IN ITS AUDITS OF THE CONSOLIDATED FINANCIAL STATEMENTS OF SINOFOREST CORPORATION
{Note 1)
Book Value of
Timber
- Jurisdiction Pledgors of Assets at Dec
of Date of Unsecured Subsidiary 31,2010 Year Ended December
- Company Name . Incorporation Incorporation Guarantors _ Shares {000s) 3
(Note 2) {Note 2) (Note 2) {Note 3) {Note 3) (Note 4} 2010 2005 2008 2007
Sino-Panet (Hunan) Limited avi 27-Nov-08 - X X
- SFR {China) Inc, BVI 20-Jan-11 v X X
o Sino-Panel (Suzhou) Limited 8vi 8-Aug-05 M X X
- Sino-Panel (Gaoyao) Ltd. Bvi 12-Dec-97 . X X
Sino-Panel (Guangzhou) Limited 8vi 19-Sep-06 N X X
Sino-Panel (North Sea) Limited BV 20-Jul-07 M X X
Sino-Panel (Guizhou) Limited 8vi 18-Sep-07 v X X
. Sino-Panel (Huaihua) Limited BVI 18-Sep-07 M X X
Sino-Panel (Qinzhou) Limited BVI 18-Sep-07 . X X
- Sino-Panet (Yongzhou) Limited Bvi 18-Sep-07 . X X
Sino-Pane! (Fujian) Limited vt 2-Oct-07 M X X
Sinc-Panet (Shaoyang) Limited BVl 2-0ct-07 . X X
Sino-Panet (China) Nursery Limited . BVl 22-Dec-09 .
Sino-Panel (Russia) Limited BVt 12-Feb-10 v X
4 Sino-Panel Trading Limited BvI 28-Apr-10 N
- Sino-Panel (Fujian) Co., Lid. . PRC
Sino-Panel (Guangxi) DevelopmentCo ., Lid. PRC $12,011 X X X X
Sine-Panet (Gengma) Co., Lid. PRC $23,430 X X X
Heilongjiang Jiamu Panel Co., Lid. PRC X X X
XiangxiA utonomous State Jiaxi Forestry Development Co., Ltd. PRC X X
B Hunan Jiayu Wood Products (Hongjiang) Co., Lid. PRC X X
: Hunan Jiayu Wood Products Co., Lid. N PRC $4,208 X X
- Shaoyang Jiading Wood Products Co., Lid, PRC 386 X X X X
Jiafeng Wood (Suzhou) Co., Ltd. PRC X X X X
Zhangjiagang Free Trade Zone Jiashen International Trading Co., Lid. PRC X X
Guangdong Jfiayao Wood Products DevelopmentCo ., Lid. PRC $42,949 X X X X
Sino-Panel (Guangzhou) Trading Co., Ltd. PRC X X X
Sino-Panet {Beihal) DevelopmentCo ., Ltd. PRC X X X X
- Hunan Jiayu Wood Products (Zhijang) Co., Ltd. PRC $884 X
Sino-Panel (Jianghua) Co., Lid. PRC $17377 X X X
Sino-Panel (Guangzhou) Nursery Co., Ltd. PRC
Hellongjiang Jialin Trading Co., Lid. PRC
. Sino-Panel (Heilongjiang) Trading Co., Ltd. PRC . .
) Sino-Panel (Hezhou) Co,, Ltd. T PRC $30,236 X X X
i Sino-Panel (Yunnan) Trading Co., Lid. PRC X
Jiangxi Jiawei Panel Co., Lid. PRC $41,926 X X
Sino-Pansl (Sanjiang) Co., Lid. PRC $4,726 X X
Sino-Panel (Hunan) ForestM anagementCo ., Ltd. PRC X
Sino-Panel (Luzhai) Co., Ltd. PRC $9,888 X X X
Sino-Panel (Baihai) Wood Products Co., itd. PRC
Sino-Panet (Hunan) DevelopmentCo ., Lid. PRC
Sino-Pane! (Guangdong) Forest Management Co., Ltd. PRC
Sino-Panel (Guangxi) Forest anagemeniCo ., Ltd. PRC
Sino-Panel (Jiangxi) Forest ManagementCo ., Ltd, PRC
Beihai Changaing Wooden Co., Lid. PRC X X
= Sino-Panei (Yuanling) Co., Ltd. PRC $4.120 X x
. Total Timber Assets: $3,122,516
= i
Notes

Nate 4: This schedule was prepared on a confidential basis for inclusion in the Proofs of Claim of Emst& Young LLP against( i) Sino-Forest Corporation and its subsidiaries and (iDth e
Directors and Officers of Sino-Forest Corporation and for no otherpu rpose.  This schedule Is intended to be illustrative in nature and does not reflect all documents andfor
representations provided to Emst& Young LLP in connection with the audits for the fiscal years indicated.

) Note 2: Corporation names j urisdictions of incarporation and dates of incorporation are based on information provided to Emst & Young LLP by Sino~Forest Corporation and its
. subsidiaries.

Note 3: " denotes guarantor of all notes. " denotes guarantor of convertible notes enly. "4 denoles entities that have granted the shares of one or more subsidiary corporations as

security for their guarantees of the noles. These indicators were based in each case on information provided to Emst& Young LLP by FT1 Consulling Canada inc.in its capacity as
Monitor of Sino-ForestCo rporation.

Note 4: According to information provided to Ernst& Young LLP in connection with its audito f the consolidated financial statements of Sino-Forest Corporation for the yeare nded
December 31,2 010.

. Nofe 5: An “X" indicates that Emst & Young LLP received one or more key documents and/or representations from the entity during the audit of the lidated financial for
i the fiscal yeari ndicated. This schedule is intended to be illusirative in nature and does not reflect all documents and/or representations provided to Emst & Young LLP in connection with
L the audits for the fiscal years indicated.
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- " @ERNST& YOUNG . , ® Ernst & Young LLP

June 21, 2007 .
Mr. James (Jamie) MU E. Hyde. . . 4.

Ernst & Young Tower
222 Bay Strest, P.O. Box 251
Toronto, Ontario M5K 17

Yo Qe

Chairman of the Audit Committee

¢/o Sino-Forest Corporation-

90 Burmnhamthorpe Rd W., Suite 1208 T
Mississanga, ON, L5B 3C3

Dear Mr. Hyde:

1.

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

Audit Responsibilities and Limitations

2.

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

statements present fairly, in all material respects, the financial position, results of operations

and cash flows of the Company in conformity with Canadian generally accepted accounting

principles.

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 or fraud or illegal acts whose
consequences have a material effect on the consolidated financial statements. There are
inherent limitations in the audit process, including, for example, the use of judgment and
selective testing of the data underlying the financial statements, the inherent limitations of
internal controls, and the fact that much of the andit 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
a2 material frand, Further, while effective internal control reduces the likelihood that
misstatements will occur and remain undetected, it does not eliminate the possibility. For
these reasons, we cannot guarantee that fraud, 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 designed to detect error or fraud that is immaterial to the
consolidated financial statements.

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

A Member of Frast & Young Global ﬁ

o

& Phone: {416} §64-1234
Chartered Accountants Fax: 1416) 864-1174
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results of the audit to the Company’s Aundit Committee. Such matters include, when
applicable, disagreements with management, whether or not resolved; serious difficulties
4 encountered in performing the audit; our level of responsibility under professional standards
in Canada for the financial statements, for internal control, and for other information in
documents containing the audited financial statements; unrecorded audit differences that
were determined by management to be immaterial, both individually and in the aggregate, to
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the finanoial statements as a whole; changes in the Company's significant accounting
policies and methods for accounting for significant unusual transactions ot for controversial
or emerging areas; our judgments about the quality of the Company’s accounting principles;
our basis for conclusions regarding sensitive accounting estimates; management’s
consultations, if any, with other accountants; and major issues discussed with management
prior to our retention.

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

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

= provide assurance on the effectiveness of internat controls over financial reporting or 0

identify all significant weaknesses.

_‘ 9. If we determine that there is evidence that misstatements, resulting from error, other than
% trivial errors, or that fraud or illegal or possibly illegal acts may exist or have occurred
(other than illegal acts that are considered inconsequential), we will bring such matters to
the attention of an appropriate level of management. The type and significance of the matter
= 10 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
wi management or other employees) that causes a material misstatement of the consolidated
financial statements, we will report this matter directly to the Audit Committee. We will
also determine that the Audit Committee is adequately informed of misstatements, resulting
from error, other than trivial errors and illegal or possibly illegal acts that come to our
attention unless they are clearly inconsequential. In addition, we will inform the Audit
Committee and appropriate members of management of significant audit adjustments and
significant weaknesses in the design or implementation of internal controls to prevent or
detect fraud or error noted during our audit procedures, as well 2s related party transactions
identified by us that are not in the normal course of operations and that involve significant
judgments made by management concerning measurement and disclosure.

.__. - f;}ﬁ ¥
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- Reviews of Unaudited Interim Financial Information

9.

10.

11.

12.

13.

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

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

A review of interim financial information consists principally of performing 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
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.

A review includes obtaining sufficient knowledge of the entity’s business and its internal
control as it relates to the preparation of both annual and interim financial information to:
identify the types of potential material misstatements in the intetim financial information
and consider the likelihood of their occurrence; and select the inquiries and analytical
procedures that will provide us witha 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.

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.

If, during our review procedures, we determine there is evidence that frand or illegal or
possibly illegal acts exist or may have occurred {other than illegal acts that are clearly
inconsequential), we will bring such matters to the attention of an appropriate level of
management. If we become aware of fraud involving senior management or fraud (whether
caused by senior management or other employees) that causes a material misstaternent 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 significant unrecorded differences
noted during our review procedures.

Management’s Responsibilities and Representations

14.

The preparation and fair presentation of the consolidated financial statements and unaudited
interim financial information in accordance with Canadian generally accepted accounting
principles are the responsibility of the management of the Company. Management is also

I
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15.
-+ -the responsibility 'of the- Company’s management,-as is-an assessment- of the -risk that-the -

16.

17.

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 internal controls to prevent and detect fraud and error are

consolidated financial statemenis may be materially misstated as a result of fraud.
Management of the Company is responsible for apprising us of all known instances of frand
or suspected fraud, illegal or possibly illegal acts and allegations involving financial
improprieties received by management or the Audit Committee (regardless of the source or
form and including, without limitation, allegations by “whistle-blowers,” employees, former
employees, analysts, regulators or others), and for providing us full access to information
and facts relating to these instances and allegations, and any internal investigations of them,
on a timely basis. Allegations of financial inproprieties include allegations of manipulation
of fnancial 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 BY, or
other allegations of illegal acts or fraud that could have a non-trivial effect on the financial
statements or otherwise affect the financial reporting of the Company. If the Company
limits the information otherwise available to us under this paragraph (based on the
Company’s claims of solicitor/ client privilege, litigation privilege, or otherwise), the
Company will immediately inform us of the fact that certain information is being withheld
from us. Any such withholding of information could be considered a restriction on the scope
of our Audit Services and may alter the form of report we may issue on the Company’s
financial statements; prevent us from consenting to the inclusion of previously issued
auditor’s reports in future Company filings; or otherwise affect our ability to continue as the
Company’s auditors. The Company and we will disclose any such withholding of
information to the Audit Committee.

Management of the Company is responsible for providing us with and making available
complete financial records and related data and copies of all minutes of meetings of
shareholders, directors and committees of directors; information relating to any known or
probable instances of non-compliance with legislative or regulatory requirements, including
financial reporting requirements; and information regarding all related parties and related
party transactions. Failure to provide this information on 2 timely basis may cause us to
delay our report, modify our procedures or even terminate the engagement.

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

o
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18. As required by Canadian generally accepted auditing standards, we will make specific

. inquiries of management about the representations contained in the consolidated financial
5 statements and unaudited interim financial information. Management is responsible for
affirming to us in its representation letter and providing us information regarding the

tecognition, measurement and disclosure of specific items, including but not limited to the

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

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

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

e an assessment of all areas of measurement uncertaimty known to management that are
required to be disclosed in accordance with CICA HB Section 1508, Measurement
Uncertainiy;

o 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;

o 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.

: 19. 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 directly related to items that are
= [naterial to the consolidated financial statements but are significant, either individually or in
the aggregate to the engagement; and those that are relevant to your judgments or estimates
that are material, either individually or in the aggregate, to the consolidated financial
Z 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.

20. Management of the Company is responsible for advising us of any documents or other
information provided during the course of the audit over which it intends to assert a claim of
privilege and should mark any such documentation accordingly as further described in the

o
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21

attached additional Terms and Conditions (refer to the provision captioned “Auditor
Oversight™).

To assist EY in maintaining its independence from the Company, management of the
Company is responsible for the Company’s process for surveying officers and directors, and
for requesting that substantial stockholders, officers, and directors disclose matters to the

107

" Cotmpany for comimmication o EY reparding the matare of any direct or material-indirect - -~

business relationships that the substantial stockholder, officer, or director, or any member of
their immediate family (i.e., a person’s spouse, spouse equivalent, and dependents), has with
EY or any of its affiliates, or an ownership interest of five percent or more in, or situations
where they serve as an officer or director of any company {public or private) that has a direct
or matetial indirect business relationship with EY or any of its affiliates.

Fees and Billings

22.

23.

24.

We estimate that the fee for our audit of the 2007 consolidated financial statements will
range from US$550,000 to US$650,000 plus out of pocket expenses and the review of the
unaudited interim financial information will range from US$55,000 to US$60,000 plus out
of pocket expenses per quarter. However, our actual fee may exceed the top of this range.
We will submit our invoices in accordance with the agreed upon billing schedule, and
payment of them will be made upon receipt.

Our estimated fees and schedule of performance are based upon, among other things, our
preliminary review of the Company’s records and the representations Company personnel
have made to us, and are dependent upon the Company’s personnel providing a reasonabie
level of assistance during the Audit Services. Should our assumptions with respect to these
matters be incorrect or should the resulis 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. In 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 agrecments.

Canadian securities legislation requires that any reporting issuer filing an auditor’s report
dated on or after March 30, 2004 must have that report signed by an auditing firm that has
registered with the Canadian Public Accountability Board {“CPAB”). Audit firms
registered with CPAB are required to fund CPAB’s costs. Fees are levied based on the most
recent audit fees as defined by CPAB, charged by the Canadian firm and reported in our
registration information. We will bill all reporting issuer clients a portion of the CPAB levy
on a recovery basis. ‘Your proportionate share will be based upon the most recent audit fees
reported to CPAB and billed for your engagement, multiplied by the annual levy rate set by
CPAB. CPAB sets the rate annually and the fee for the most recent year that has been
determined was 1.6% of audit fees. This amount will be charged at the effective CPAB rate
annually and will be billed when the annual invoice is received from CPAB.
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Use and Disclosure of the Audit Report

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

Other Muatters

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

36. “The Company shall provide to us copies of the printer’s prooty of ity aniiiial report prior to
publication for our review. Management of the Company bears the primary responsibility to
ensure the annual report contains no misrepresentations. Management is also respousible
for identifying subsequent events and providing appropriate disclosuze in, and/or adjustment
of, the audited financial statements as 2 result of such events as required by generally

i accepted accounting principles. We will review the report for consistency between the

anmual financial statements and other information contained in the report, and to determine

' if the financial statements and our report thereon have been accurately reproduced. If we
> identify any errors or inconsistencies which may impact on the financial statements, we will

- advise management and the Audit Committee as appropriate.

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

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

Yours very truly,
\ J\Mt ¥ ?&uf Lef

Chartered Accountants
Licensed Public Accouniants

Acknowledged and agreed:
= Sino-Forest Corporation

es (Jami
airman of the Audit Committee
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Addendum :
Use and Disclosare of the Audit Report

(1) Annual Financial Statements

(a) E&Y acknowledges that the Company is a reporting issuer under Canadian securities

406
oL

- ~~r-legis-}aﬁonand!or‘is-subjeot-to-secmiﬁeslegislaﬁon-in other- jurisdictions-and has.an obligation. . ... .. .

to: .
(i) file its annual financial statements and E&Y"s accompanying audit report (referred to as the
“audit report”) with the securities regulators having jurisdiction over the Company; and

(i) mail those documents to its security holders, either as part of the Company’s anmual
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 in section 138.1 of the Securities Act (Ontario).

(b) E&Y hereby consents (within the meaning contemplated by section 138.3(1)(e)(iii) of the
Securities Act (Ontario)) to the annual filing of the audit report and to the inclusion of the andit
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 mailing of the annual report, as the case may be, occurs
within 5 business days of the date of the audit report;

(i1) 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 2 misrepresentation (as
such term is defined in section 1(1) of the Secwrities Act (Ontario));

(iif) since the date of the audit report no “material change” (as that term is defined in section
1(1) of the Securities Act (Ontario)) or other event has occurred, or information become
available, that would require disclosure in or adjustment to the financial statements to make
those statements current and in accordance with Canadian generally accepted accounting
principles as of the date that they are being released; and

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

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

(i) the filing of the audit report after the outside date referred to in paragraph (b)(1);

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

(iii) the inclusion of the audit report in:

(1) 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

A
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(3) any “document” (as that term is defined in section 138.1 of the Securities Act
(Ontario)) other than as specified in 1(b); or
(iv) the Company or any other person summarizing of quoting from the audit report in any
“Jocument” or “public oral statement” (as those terms are defined in section 138.1 of the
Securities Act (Ontario}).
Ao “(d) If the Cornpany wishes to (f) file the auidit report “With & securities commission after the outside
date referred to in paragraph (b)(i) but within the time specified by the applicable securities
: legislation; or (i) include the audit report in the annual report if the annual report is mailed
3 after the outside date referred to in paragraph (b){i) then;
1) a further written consent from E&Y is required; and

@) E&Y will undertake such additional procedures as are required in accordance
with professional standards to enable it to determine whether it can furnish ifs
further written consent.

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

(e) If the Company wishes to include, summarize, quote from or otherwise use the audit report in
any “document” or “public oral statement” (as those terms are defined in section 138.1 of the
Securities Act (Ontario)), in any manner other than that permiited under paragraph (b) or (d),
the following procedures will apply:

(i) the Company will, in writing, request E&Y ’s further written consent to that use;

(i) if B&Y agrees that the request is an appropriate use of the audit report, the Company and
E&Y will enter into an engagement letter setting out the terms of such engagement,
including the scope of the procedures to be undertaken by E&Y and its fee for performing
these services; and »

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

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

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

= in, summarized in, quoted from or otherwise used in any “document” or *public oral statement” (as
such terms are defined in section 138.1 of the Securities Act (Ontario)).
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Terms and Conditions

Except as otherwise specifically provided in the engagement letter or contract to which these terms and
conditions are attached (collectively, the “Agreement”) the following additional terms and conditions

= shall apply. As used herein "EY" refers to the Canadian firm of Bmst & Young LLP. "EY Entities”
means EY, all members of the global Emst & Young network, Ernst & Young Global Limited, and any of
their respective affiliates (and "EY Entity" means any one of them).

D 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 - If changes to the scope or timing of any Services are required because of 2

- 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

i 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

o 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 o resources as may be

i reasonably required by EY to perform the Services. EY may disclose Client Data to other EY
Entities for the purpose of rendering the Services. EY may also disclose Client Data to other BEY
Entities for the purposes of fulfilling its professional obligations to manage conflicts of interest and to
maintain auditor independence as well as to implement standardized performance recording and
: documentation systems within the global Emst & Young network. EY Entities or their service
- providers may store Client Data, which may include personal information, outside of Canada.

[
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‘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 of confidential
= information of the other.

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

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

= (i) has any filing obligation with the US Internal Revenue Service, or

(if) qualifies as a US Controlled Foreign Corporation (i.e., a non-US corporation that has US
shareholders (US persons that directly or indirectly own 10% or more of the total
= combined voting power of ail of the classes of stock of such non-US corporation) that
own in the aggregate more than 50% of the total vote or value of such non-US
corporation);

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

B (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 fax
conseguences that may result from a transaction or the tax treatment of an item,

(together, (a), (b) and (c) referred to as "Tax Advice™), ﬂ
\\\
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6.

EY expressly authorizes client 1o 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-

rmaterials 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 petson 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.

Privacy - Client coniirms {0 EY that it has obtained any consents that may be required under

e applicable privacy legislation for any collection, use oF disclosure of personal information that is

L,

§..

L,

B

10,

necessary in order for EY to provide the Serices. BY shall adhers o applicable privacy fegislation ™ *

when dealing with personal information that was obtained from client.

Anunditor 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 similer fumctions (both i Canada and abroad) to
provide them with information and copies of documents in EY's files including EY's working papers,
and other work-product relating to clent'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 t0 EY's working papers and other work-product relating
to client's affairs, EY will, on a reasonable efforts basis, refuse access to any document over which
client has expressly informed EY that client asserts privilege, except where disclosure of documents
is required by law or requested by a provincial Tnstitute/Order of Chartered Accountants pursuant to
its statutory suthority. Client must mark any document over which it asserts privilege as privileged
and inform EY of the grounds for client's assertion of privilege (such as whether it claims solicitor-
client privilege or 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.

Internet Communications - Unless otherwise agreed with client, EY and other EY Entities may
correspond by means of the nternet 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 Internet or otherwise. EY cannot guarantee the security and integrity of any electronic
communications sent or received in relation to this engagement and cammot guarantee that
iransmissions or other electronic information will be free from infection by viruses or other forms of

malicious software.

Right to Terminate Services - Subject to any applicable professional standards and legislation,
cither party may terminate this Agreement, with or without cause, by providing written notice to the
other party. In the event of early termination, for whatever reason, client will be invoiced for ime
and expenses incurred up to the end of the notice period together with reasonable time and expenses
incurred to bring the engagement to a close in a prompt and orderly manner. EY shall also have the
right, upon 7 days prior notice, to suspend performance of the Services i the event client fails to pay
any amount required to be paid under this Agreement.

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

Billing & Tazxes - Bills including expenses will be rendered on a regular basis as the assignment
progresses. Accounts aw due when rendered. Interest on overdue accounts is calculated at the rate
rioted on the invoice commencing 30 days following the date of the invoice. The fees, expenses and
other charges payable pursuant 0 this Agreement do not include taxes ot 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 fess, expenses and charges hereunder.

13.

14.

the Province of Ontario and the laws of Canada applicable therein, without regard to principles of
conflicts of law. The parties hereby irrevocably and unconditionally submit and attorn to the
exclusive jurisdiction of the courts of the Province of Ontario in connection with any dispute, claim or
other matter arising out of or relating to this Agreement or the Services.

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, software, know-how and working papers. EY also setains all copyright and other
intellectua] property rights in all reports, advice or other communications of any kind provided to
client in any form (written or otherwise) during the course of an engagement ("Reports™), although
client shall have the full right to use any Reports within its own organization. Any Reports are
provided solely for the purpose of this engagement. Subject to "['Y Waiver Re: Tax Advice” gbove,
no Report (and no portion, summary or abstract thereof) may be disclosed to any third party without
EY's prior written consent. Without limitation, except as otherwise specifically agreed in the
engagement letter into which these terms and conditions are incorporated client agrees that it will 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) 2 purchase or
sale of securities or (ii) continuous disclosure obligations under applicable securities laws. EY does
not assume any duties or obligations 10 third parties who may obtain access to any Reports. Any
services or procedures performed for client were not planned or conducted (i) in contemplation: of
reliance by particular third parties (i1) with respect fo any specific transaction contemplated by a third
party or (ifi) with respect to the interests or requirements of particular third parties. Client may not
rely on any draft Report.

Limitation of Liability - To the fullest extent permitted by law and regardless of whether such
liability is based on breach of contract, tort (ncluding negligence), strict Hability, 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) in any case the total aggregate liability of EY arising out of or relating to this Agreement or the

Qervices shall be limited to the greafer of (i) the total fees paid to EY for the Services and (if)

$1,000,000. This paragraph shall not timit EY's liability for death, bodily injury or physical

" damage to tangible property caused by the negligent acts or omissions of EY, and shall not limit
EY's liability for loss or damage caused by the fraud or wilful misconduct of EY.

N7 ARANS AAANT? AASANN
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For the purposes of this section (“Limitation of Liability”), the term EY includes all other EY Entities
and any subcontractors, mermbers, shareholders, directors, officers, managers, partners or employees
of EY or any other EY Entity.

Global Resources - EY may use the services of personnel from other EY Entities to assist it in
providing the Services. EY shall be solely responsible for the performance of the Services and all of
the other Habilities and obligations of EY under this Agreement whether or not performed, in whole
or part, by EY, any other EY Entity, or any subconfractor or persormel of any EY Entity. Client and

e its affiliates. or-other. persons. ar. entities. for. or. in respect of which any of the Services are provided

IR2ES

e

g

16.

17.

18.

19.

20.

shall have no recourse, and shall bring no claim, against any EY Entity other than EY, or against any
subcontractors, members, sharcholders, directors, officers, managers, partners or employees of EY or
any other EY Entity, or any of their respective assets, in connection with the performance of the
Services or otherwise under the 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.

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 provineial Institute/Order of Chartered
Accountants having jurisdiction).

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

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

Legal Procecdings - 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 BY 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.

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 pariner of an LLP has a degree of limited liability protection in that he or she
is not personally liable for any debts, obligations or labilities 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 Institute/Order of
Chartered Accountants.
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21. Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be
construed to create a partnership, joint venture or other relationship between EY and client. Neither
party shall have the right, power or authority to cbligate 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

S Agreement, . including . without  Jimitation . those. provisions. headed. Client. Data. & Information, ... .. .

Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limitation of Liability, Global
Resources, Selicitation & 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, sharcholders, 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 supetsedes all prior representations, negotiations and understandings.
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August 7, 2008

Sino-Forest Corporation
90 Burnhamthorpe Rd W., Suite 1203
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
“Agreement””) confirms the terms upon which Emst & Young LLP (“we” or “EY”’) has been
engaged to audit and report on the consolidated financial statements of Sino-Forest

" Corporation (“Sino-Forest” or the “Company™) for the year ending December 31, 2008. The
services described in this paragraph may hereafter be referred to as either “Audit Service” or
“Audit Services.”

Consolidated Financial Statement Audit Responsibilities and Limitations

2. The objective of the audit is to express an opinion on whether the consolidated financial
statements present fairly, in all materjal 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 or illegal acts whose
consequences have a material effect on the consolidated financial statements. As the
Company is aware, there are inherent limitations in the audit process, including, for
example, the use of judgment and selective testing of data, and the fact that much of the
audit evidence available to the auditor is persuasive rather than conclusive in nature.
Furthermore, because of the nature of fraud, including attempts at concealment through
collusion and forgery, an audit designed and executed in accordance with Canadian
generally accepted auditing standards may not detect a material fraud. Further, while
ffective internal control reduces the likelihood that misstatements will occur and remain

EY-GMX-2008-002330
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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 generally accepted auditing standards. Accordingly, there is
some risk that a material misstatement of the financial statements would remain undetected.
Also, an audit is not designed to detect error or frand that is immaterial to the consolidated
financial statements.

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

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

As part of our audit, we will consider, solely for the purpose of planning our audit and
determining the nature, timing, and extent of our audit procedures, the Company’s internal
control over financial reporting. Our consideration of internal 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.

If we determine that there is evidence that misstatements, resulting from error, other than
trivial errors, or that fraud or illegal or possibly illegal acts may exist or have occurred (other
than illegal acts that are considered inconsequential), we will bring such matters to the

EY-GMX-2008-002331



EY-GMX-2008-002330/3 -

attention of an appropriate level of management. The type and significance of the matter to
be communicated will determine the level of management to which the communication is
directed and whether the communication is also made to the Audit Committee. If we
become aware of fraud involving senior management or fraud (whether caused by senior
management or other employees) that causes a material misstatement of the consolidated
z 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
l attention unless they are clearly inconsequential. In addition, we will inform the Audit
Committee and appropriate members of management of significant audit adjustments, as
" well as related party transactions identified by us that are not in the normal course of
ii operations and that involve significant judgments made by management concerning
measurement and disclosure.

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

o e ——

:
©

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

( responsibilities.

U T (»“ E

Reviews of Unaudited Interim Financial Information

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

11. Areview of interim financial information consists principally of performing analytical
1 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 taken as a whole. Accordingly, we will not
express an opinion on the interim financial information.

(| 1
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A review includes obtaining sufficient knowledge of the entity’s business and its internal
control as it relates to the preparation of both annual and interim financial information to:
identify the types of potential material misstatements in the interim financial information and
consider the likelihood 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.

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.

If, during our review procedures, we determine there is evidence that fraud or illegal or
possibly illegal acts exist or may have occurred (other than illegal acts that are clearly
inconsequential), we will bring such matters to the attention of an appropriate level of
management. If we become aware of fraud involving senior management or fraud (whether
caused by senior management or other employees) that causes a material misstatement of the
‘nterim 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 significant unrecorded differences
noted during our review procedures.

Management’s Responsibilities and Representations

15.

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 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.

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

EY-GMX-2008-002333
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17. Management of the Company is responsible for adjusting the consolidated financial
statements and unaudited interim financial information to correct material misstatements and
J for affirming to us in its representation letter that the effects of any unrecorded differences
accumulated by us during the applicable Audit Service and pertaining to the latest period
presented are immaterial, both individually and in the aggregate, to the consolidated
l . 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 nstances of fraud
( or suspected fraud, illegal or possibly illegal acts and allegations involving financial
improprieties received by management or the Audit Committee (regardless of the source or
» form and including, without limitation, allegations by “whistle-blowers,” employees, former
gJ employees, analysts, regulators or others), and for providing us full access to information
i and facts relating to these mstances and allegations, and any internal investigations of them,
: on a timely basis. Allegations of financial improprieties include allegations of manipulation
l of financial results by management or employees, misappropriation of assets by management
or employees, intentional circumvention of internal controls, inappropriate influence on
related party transactions by related parties, intentionally misleading EY, or other allegations
-{; of illegal acts or fraud that could have a non-trivial effect on the financial statements or
otherwise affect the financial reporting of the Company. If the Company limits the
information otherwise available to us under this paragraph (based on the Company’s claims
1 of solicitor/client privilege, litigation privilege, or otherwise), the Company will
- immediately inform us of the fact that certain information is being withheld from us. Any
such withholding of information could be considered a restriction on the scope of our Audit
_ ‘ Services and may prevent us from opining on the Company’s financial statements; prevent
us from consenting to the inclusion of previously issued auditor’s reports in future Company
filings; or otherwise affect our ability to continue as the Company’s auditors. We will
disclose any such withholding of information to the Audit Committee.

[

19. Asrequired by Canadian generally accepted auditing standards, we will make specific
inquiries of management 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

‘g w

. * recognition, measurement and disclosure of specific items, including but not limited to the
o following:

?‘ e its assessment of the reasonableness of significant assumptions underlying fair value

J measurements and disclosures in the consolidated financial statements or used to support

amounts in the consolidated financial statements;

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

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

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

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

o information relating to other liabilities and contingent gains or losses, including those
associated with guarantees, whether written or oral, under which the Company 1s

? contingently liable;

o information on whether the Company has satisfactory title to assets, whether liens or
encumbrances on assets exist, or whether assets are pledged as collateral;

'] e information relating to compliance with aspects of contractual agreements that may affect

the consolidated financial statements; and

i s 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 items that are material, either individually or in the aggregate, to the
et consolidated financial statements; matters that are not directly related to items that are
. material to the consolidated financial statements but are significant, either individually or n
1 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 claim of
privilege and should mark any such documentation accordingly as further described in the
attached additional Terms and Conditions (refer to the provision captioned “Auditor
Oversight™).

O

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 substantial stockholder (or any entity for or of which such an
officer, director, or substantial stockholder acts in a similar capacity) and EY or any other
member firm of the global Emst & Young organization, other than one pursuant to which
such a member firm performs professional services. For this purpose, a “substantial
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stockholder” is a person or entity (excluding mutual funds) that owns a beneficial interest of
five percent or more of the Company.

23. Management shall discuss any independence matters with EY that, in its judgment, could
bear upon EY’s independence.

Fees and Billings

24, We estimate that the fee for our audit of the 2008 consolidated financial statements will
range from $700,000 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., nature of the business or change in business entities) or
additional scope work. We will submit our invoices in accordance with the agreed upon
billing schedule, and payment of them will be made upon receipt.

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 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 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, (i1)
completed in a format acceptable to EY, (iii) mathematically correct, or (1v) in agreement
with Company records (e.g., general ledger accounts);

(c) Significant delays in responding to our requests;

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

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

(f) Draft financial statements with appropriate supporting 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 Internet for purposes of conducting the engagement.

)
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_ Significant Issues or Changes

] ] (2) Significant weaknesses are identified in the Company’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 deficiencies in the draft financial statements;

(d) Significant new issues or changes, such as new accounting issues, changes in accounting
J 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 personnel, their
responsibilities or their availability.
1 ' (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 1(b) of the
: Addendum or any special audit-related projects, such as proposed business combinations or
J research and/or consultation on special business or financial issues, will be billed separately
from the fees referred to above and may be the subject of other written agreements
% supplemental to those in this Agreement.

27. Canadian securities legislation requires that any reporting issuer filing an auditor’s report
dated on or after March 30, 2004 must have that report signed by an auditing firm that has
registered with the Canadian Public Accountability Board (“CPAB”). Audit firms registered

i 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 recovery basis. Your proportionate share will be based upon the most recent audit fees

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

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

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

This amount will be charged at the effective CPAB rate annually and will be billed when the

anmual invoice is received from CPAB.

THIEA L

Use and Disclosure of the Audit Report

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

R b gL P

Other Matters

! 29. The Company shall provide to us copies of the printer’s proofs of its annual report prior to
- publication for our review. Management of the Company bears the primary responsibility to
ensure the annual report contains no misrepresentations. Management is also responsible for

Lt !
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identifying subsequent events and providing appropriate disclosure in, and/or adjustment of,
the audited financial statements as a result of such events as required by generally accepted
accounting principles. We will review the 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. If we identify
} any errors or inconsistencies which may impact on the financial statements, we will advise
management and the Audit Committee as appropriate.

fl _ 30. By your signature below, you confirm that the Company, through its Board of Directors, has
% authorized the Audit Committee to enter into this Agreement with us on the Company’s

behalf and that you have been expressly authorized by the Audit Committee to execute this
] Agreement on behalf of, and to bind, the Company.

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

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

;g"' "i s Nl

1
L

TIEIL :

Yours very truly,
é/m’ﬁ ¥ MLLP
Chartered Accountants
. Agreed: Acknowledged on behalf of the
Sino-Forest Corporation Company's Audit Committee:

} by

Name:“Mr. David
3 Title: CFO
]

EY-GMX-2008-002338
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Addenduam _
Use and Disclosure of the Audit Report

(1) Annual Financial Statements

' 'I (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 jurisdiction over the
Company; and

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

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

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

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

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

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

(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
1 become available, that would require disclosure in or adjustment to the financial
statements to make those statements current and in accordance with Canadian
generally accepted accounting principles as of the date that they are being
} released; and

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

\..-_“_.' ) .L‘ 5

I
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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. In
particular, EY does not consent to:

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

(i) 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’
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).

If the Company wishes to (i) file the audit report with a securities commission after
the outside date referred to in paragraph (b)(1) but within the time specified by the
applicable securities legislation; or (i) include the audit report in the annual report if
the annual report is distributed after the outside date referred to in paragraph (b)(i)
then;

(1) a further written consent from EY is required; and

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

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

M0y
PR
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The Auditor’s Written Consent to the Use of the Audit Report in a Continuous Disclosure
Document, published by the Canadian Institute of Chartered Accountants.

(e) If the Company wishes to include, summarize, quote from or otherwise use the audit
, report in any “document” or “public oral statement” (as those terms are defined under
_ } applicable securities laws), in any manner other than that permitted under paragraph
(b) or (d), the following procedures will apply:

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

(i) if BY agrees that the request is an appropriate use of the audit report, the
i 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 standards to enable it to determine whether it can furnish its further
written consent.

If, after completion of the applicable procedures, EY is in a position to provide its

A further written consent to such use, it will do so in accordance with Assurance

_w_,. ' Guideline No. 44, The Auditor’s Written Consent to the Use of the Audit Report in a
: Continuous Disclosure Document, published by the Canadian Institute of Chartered

Accountants.

al dd et i
k' 7

(2) Interim Financial Statements

} We expressly do not consent to the use of any communication, report, statement or opinion
prepared by EY on the interim financial statements and such communication may not be

J included in, summarized in, quoted from or otherwise used in any “document” or “public

3 oral statement” (as such terms are defined under applicable securities laws).

1
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Terms and Conditions

Except as otherwise specifically provided in the engagement letter or contract to which these terms and

conditions are attached (collectively, the "Agreement") the following additional terms and conditions
- shall apply. As used herein "EY" refers to the Canadian firm of Emst & Young LLP. "EY Entities"
means EY, all members of the global Emst & Young network, Ernst & Young Global Limited, and any
of their respective affiliates (and "EY Entity” means any one of them).

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

Ue—

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

q 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, 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 (iii) implementing standardized performance recording and documentation systems
‘ within the global Ernst & Young network. EY Entities or their service providers may process and

1 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
1 will take reasonable steps to maintain the confidentiality of any proprietary or confidential
i information of the other.

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

7 (a) any oral or written statement or advice related to taxes provided by EY with regard to a

J person or entity that: '

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

(ii) qualifies as a US Controlled Foreign Corporation (i.e., a non-US corporation that has US
shareholders (US persons that directly or indirectly own 10% or more of the total
combined voting power of all of the classes of stock of such non-US corporation) that

EY-GMX-2008-002342
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own in the aggregate more than 50% of the total vote or value of such non-US
corporation); _
(b) any oral or written statement or advice regarding US taxes or tax advice related to a
transaction that could affect a US tax; or
(c) where SEC audit independence restrictions apply to the relationship between client and any
EY Entity, any oral or written statement or advice to client as to any potential tax
consequences that may result from a transaction or the tax treatment of an item, -
(together, (2), (b) and (c) referred to as "Tax Advice"},

EY expressly authorizes client to disclose to any and all persons, without limitation of any kind, any
such Tax Advice, including any fact that may be relevant to understanding such Tax Advice, and all
materials of any kind (including opinions and other tax analyses) provided to client in relation to
such Tax Advice. However, because the Tax Advice is solely for the benefit of client and is not to be
relied upon by any other person or entity, client shall inform those to whom it 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 confirms to EY that it has obtained any consents that may be required under
applicable privacy legislation for any collection, use or disclosure of personal information that is
necessary in order for EY to provide the Services. EY shall adhere to applicable privacy legislation
when dealing with personal information that was obtained from client. Personal information is
collected, used and disclosed by EY in accordance with EY's privacy policy, which is available at
http://www.ey.com/ca.

7. Auditor Oversight - Client hereby acknowledges that EY may from time to time receive requests or
orders from the Canadian Public Accountability Board or from professional, securities or other
regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to
provide them with information and copies of documents in EY's files including E'Y'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 ispection or
investigation of EY's audit of client, EY will advise client of the request or order.

When a regulatory authority requests access to EY's working papers and other work-product relating
to client's affairs, EY will, on a reasonable efforts basis, refuse access to any document over which
client has expressly informed EY that client asserts privilege, except where disclosure of documents
is required by law or requested by a provincial Institute/Order of Chartered Accountants pursuant to
its statutory authority. Client must mark any document over which it asserts privilege as privileged
and inform EY of the grounds for cHent's assertion of privilege (such as whether it claims solicitor-
client privilege or litigation privilege).

EY-GMX-2008-002343
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EY will also be required to provide information relating to the fees that EY collects from client for
the provision of audit services, other accounting services and non-audit services.

8. Internet Communications - Unless otherwise agreed with client, EY and other EY Entities may
correspond by means of the Internet or other electronic media or provide information to client in
}‘ electronic form. There are inherent risks associated with the electronic transmission of information
on the Internet or otherwise. EY cannot guarantee the security and integrity of any electronic
— communications sent or received in relation to this engagement and cannot guarantee that
\ transmissions or other electronic information will be free from infection by viruses or other forms of
' malicious software.

9. Right to Terminate Services - Subject to any applicable professional standards and legislation,
either party may terminate this Agreement, with or without cause, by providing written notice to the
other party. In the event of early termination, for whatever reason, client will be invoiced for time
] and expenses incurred up to the end of the notice period together with reasonable time and expenses
incurred to bring the engagement to a close in a prompt and orderly manner. EY shall also have the
. right, upon 7 days prior notice, to suspend performance of the Services in the event client fails to pay
l any amount required to be paid under this Agreement.

. 10. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with the

L. performance of the Services. The costs of administrative items such as telephone, research material,
facsimile, overnight mail, messenger, administrative support, among others will be billed to chient 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.

il l 11. Billing & Taxes - Bills including expenses will be rendered on a regular basis as the assignment

B 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

i 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.

“‘( 12. Governing Law - This Agreement shall be governed by and construed in accordance with the laws

of the Province of Ontario and the laws of Canada applicable therein, without regard to principles of
S conflicts of law. The parties hereby irrevocably and unconditionally submit and attorn to the
} exclusive jurisdiction of the courts of the Province of Ontario in connection with any dispute, claim

or other matter arising out of or relating to this Agreement or the Services.

' :j 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,

FUIRgRS Y
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methodologies, software, know-how and working papers. EY also retains all copyright and other
mtellectual property rights in all reports, advice or other communications of any kind provided to
client in any form (written or otherwise) during the course of an engagement ("Reports"), although
client shall have the full right to use any Reports within its own organization. Any Reports are
provided solely for the purpose of this engagement. Subject to "EY Waiver Re: Tax Advice” above,
no Report (and no portion, summary or abstract thereof) may be disclosed to any third party without
EY's prior written consent. Without limitation, except as otherwise specifically agreed in the
engagement letfer 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 distributéd in connection with (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
contemplation of reliance by particular third parties (ii) with respect to any specific transaction
contemplated by a third party or (ii1) with respect to the interests or requirements of particular third
parties. Client may not rely on any draft Report.

PR
e

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

(2) 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

(¢) 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 (if)
$1,000,000. This paragraph (c) shall not limit lability 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.

% 15. Global Resources - EY may use the services of personnel from other EY Entities to assist it in
providing the Services. EY shall be solely responsible for the performance of the Services and all of
i the other liabilities and obligations of EY under this Agreement whether or not performed, in whole
B

or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity. Client and
its affiliates or other persons or entities for or in respect of which any of the Services are provided

U 4
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shall have no recourse, and shall bring no claim, against any EY Entity other than EY, or against any

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

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.

LONE

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

S st

‘ } 17. Solicitation & Hiring of EY Personnel - EY's independence could be compromised if client were to
. hire certain EY personnel. Without the prior written consent of EY, client shall not solicit for

' employment or for a position on its Board of Directors, nor hire, any current or former partner or

‘} professional employee of any of EY, any affiliate thereof or any other EY Entity, if such partner or

professional employee has been involved in the performance of any audit, review, attest or assurance
service for or relating to client at any time since the date of filing of client's most recent financial
statements with the relevant securities regulator(s) or stock exchange(s) (or, if client has not
previously filed such financial statements, since the beginning of the most recent fiscal year to be
covered by client's first such financial statements), or in the 12 months preceding that date.

i

(S

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

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

i

20. 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
1s niot 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. Asan
LLP, EY is required to maintain certain insurance. EY's insurance exceeds the mandatory

[N Y

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

Y i)

21. Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be
construed to create a partnership, joint venture or other relationship between EY and client. Neither

K 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 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,

Y Confidentiality, EY Waiver Re: Tax Advice, 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 Agreement shall operate for the benefit of, and may be enforced by,

' other EY Entities and any subcontractors, members, shareholders, directors, officers, managers,

N partners or employees of EY or any other EY Entity. This Agreement constitutes the entire

ﬂ agreement between the parties relating to its subject matter and supersedes all prior representations,

e

negotiations and understandings.

[ | [ )

L
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Pacific Centre
70G West Georgia Street

P.0. Box 10101
Vancouver, British Columbia V7Y 1C7

Tel: 604 891 8200
Fax: 604 643 5422

) § ey.com/ca

Mr. David Horsley 1 October 2009
Chief Financial Officer

ﬁ { Sino-Forest Corporation

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

Dear Mr. Horsley:

: ( 1. 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 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 financial statement audit responsibilities and limitations

g 2. The objective of the audit is to express an opinion on whether the consolidated financial

i 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.

i»

]
' f 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 or illegal acts whose consequences
have a material effect on the consolidated financial statements. As the Company is aware, there
are inherent limitations in the audit process, including, for example, the use of judgment and
selective testing of data, and the fact that much of the audit evidence available to the auditor is
persuasive rather than conclusive in nature. Furthermore, because of the nature of fraud,
including attempts at concealment through collusion and forgery, an audit designed and
executed in accordance with Canadian generally accepted auditing standards may not detect a
material fraud. Further, while effective internal control reduces the likelihood that misstatements
will occur and remain 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 generally accepted auditing standards. Accordingly,
there is some risk that a material misstatement of the financial statements would remai
undetected. Also, an audit is not designed to detect error or fraud that is irgfRaterial
consolidated financial statements.

Wity

0CTNI 1 200
; A rember firm of Ernst 8 Young Global Limited
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: i 4. In accordance with professional standards established by the Canadian Institute of Chartered
Accountants ("CICA”), we will communicate certain matters related to the conduct and resuits of
the audit to the Company’s Audit Commiittee. Such matters include, when applicable,
disagreements with management, whether or not resolved; serious difficulties encountered in
performing the audit; our level of responsibility under professional standards in Canada for the
financial statements, for internal control, and for other information in documents containing the
audited financial statements; unrecorded audit differences that were determined by
management to be immaterial, both individually and in the aggregate, to the financial
; statements as a whole; changes in the Company’s significant accounting policies and methods
I 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
‘j accountants; and major issues discussed with management prior to our retention.

- v . sy

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

i 5. We will obtain pre-approval from the Audit Committee for any services we are to provide to the
]

. 8. As part of our audit, we will consider, solely for the purpose of planning our audit and
i 1 determining the nature, timing, and extent of our audit procedures, the Company's internal
. control over financial reporting. Our consideration of internal 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.

[ENE TS

7. If we determine that there is evidence that misstatements, resulting from error, other than trivial
errars, or that fraud or illegal or possibly illegal acts may exist or have occurred (other than
illegal acts that are considered inconsequential), we will bring such matters to the attention of
an appropriate level of management. The type and significance of the matter to be
communicated will determine the level of management to which the communication is directed
and whether the communication is also made to the Audit Committee. If we become aware of
fraud involving senior management or fraud (whether caused by senior management or other
employees) that causes a material misstatement of the consolidated financial statements, we
will report this matter directly to the Audit Committee. We will also determine that the Audit
Committee is adequately informed of misstatements, resulting from error, other than trivial
errors and illegal or possibly illegal acts that come to our attention unless they are clearly

e inconsequential. In addition, we will inform the Audit Committee and appropriate members of
management of significant audit adjustments, as well as related party transactions identified by

. - “x ’ .
[ T N ix L st

EY-HC-2009-000325



EY-HC-2009-000324/3

&“f. ’ mmlllm\llllllllllIlllltunumuw"“"'"';s,_m ERNST & YOUNG 3

b
u

1

1 F

et

us that are not in the normal course of operations and that involve significant judgments made
by management concerning measurement and disclosure.

o

We will communicate in writing to management and the Audit Committee all significant

weaknesses in the design or implementation of internal controls to prevent or detect fraud or

) error noted during our audit of the Company’s financial statements. In addition, if we become

‘ aware that the Audit Committee’s oversight of the Company’s external financial reporting and
internal control over financial reporting is ineffective, we will communicate our conclusion in

{ writing to the Board of Directors.

9. We also may communicate to the appropriate levels of management other opportunities we

observe for economies in or improved controls over the Company’s operations. The matters
k 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

1 accordance with CICA Handbook Section 7050, Auditor Review of Interim Financial Statements,
for the first, second and third quarters of the Company’s fiscal year and we will report orally to
the Audit Committee in this regard.

11. A review of interim financial information consists principally of performing analytical procedures
i and making inquiries of management responsible for financial and accounting matters. A review
1 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.

T

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

RN il i

i1

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.

|
_t,
}
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14. If, during our review procedures, we determine there is evidence that fraud or illegal or possibly
illegal acts exist or may have occurred (other than illegal acts that are clearly inconsequential),

} we will bring such matters to the attention of an appropriate level of management. If we become

| aware of fraud involving senior management or fraud (whether caused by senior management

or other employees) that causes a material misstatement of the interim financial information, we

d will report this matter directly to the Audit Committee. We will determine that the Audit

j 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 significant unrecorded differences noted during our review procedures.

Management’s responsibilities and representations

5} 15. 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

1

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.

R 186. Managemeht of the Company is responsible for providing us with and making available
) complete financial records and related data and copies of all minutes of meetings of
‘% shareholders, directors and committees of directors; information relating to any known or
i

‘ probable instances of non-compliance with legislative or regulatory requirements, including

Y financial reporting requirements; and information regarding all related parties and related party

f 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.

t 17. Management of the Company is responsible for adjusting the consolidated financial statements
¢ and unaudited interim financial information to correct material misstatements and for affirming
to us in its representation letter that the effects of any unrecorded differences accumulated by
us during the applicable Audit Service and pertaining to the latest period presented are
immaterial, both individually and in the aggregate, to the 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 ali known instances of fraud or suspected
fraud, illegal or possibly illegal acts and allegations involving financial improprieties received by
management or the Audit Committee (regardless of the source or form and including, without

e limitation, allegations by “whistle-blowers,” employees, former employees, analysts, regulators

- Ly I et L

e R
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or others), and for providing us full access to information and facts relating to these instances

and allegations, and any internal investigations of them, on a timely basis. Allegations of
financial improprieties include allegations of manipulation of financial resuits by management or

f 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 couid have a non-

{ trivial effect on the financial statements or otherwise affect the financial reporting of the
Company. If the Company limits the information otherwise available to us under this paragraph

} (based on the Company'’s claims of solicitor/client privilege, litigation privilege, or otherwise), the

| Company will immediately inform us of the fact that certain information is being withheld from
us. Any such withholding of information could be considered a restriction on the scope of our

] Audit Services and may prevent us from opining on the Company’s financial statements;

g 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

i . 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 unaudited interim financial information. Management is responsible for affirming to us in its
e representation letter and providing us information regarding the recognition, measurement and
; disclosure of specific items, including but not limited to the following:

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

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

o information relating to the measurement and disclosure of transactions with related parties;
1 « an assessment of all areas of measurement uncertainty known to management that are

required to be disclosed in accordance with CICA HB Section 1508, Measurement
i Uncertainty,

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

o
L)

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;

EY-HC-2009-000328



EY-HC-2009-000324/6

s
I

::””“llI””“l”H]H“l”“””l“”“H”““wQQ’ERNW&VOUNC _

_! » 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

i « information concerning subseqguent 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 directly related to items that are material to the

i consolidated financial statements but are significant, either individually or in the aggregate to

‘ the engagement; and those that are relevant to your judgments or estimates that are material,
] either individually or in the aggregate, to the consolidated financial statements. The responses
% to the inquiries of management, the written representations from management and the 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 claim of

‘x privilege and should mark any such documentation accordingly as further described in the

! attached additional Terms and Conditions (refer to the provision captioned “Auditor Oversight”).

substantial stockholders to determine whether any business relationships exist between any
such officer, director, or substantial 'stockholder (or any entity for or of which such an officer,
3 director, or substantial stockholder acts in a similar capacity) and EY or any other member firm
j 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
i ' Company.

} 22. Management shall make appropriate inquiries of the Company’s officers, directors, and

23. Management shall discuss any independence matters with EY that, in its judgment, could bear
upon EY's independence.

Y u s
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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 $862,000 plus out of pocket expenses and the review of the unaudited interim
financial information will be $75,000 plus out of pocket expenses per quarter. However, our
actual fee 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. Qut-of-scope activities will be
agreed with management on a weekly basis throughout the course of the audit and will be billed
at a rate ranging from $180 to $200 per hour. 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 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 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 sig nificantly 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 financial
statements, is not provided timely by the Company;

(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 Internet for purposes of conducting the engagement.

EY-HC-2009-000330
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Significant issues or changes

} (h) Significant weaknesses are identified in the Company'’s internal control over financial
i reporting that result in the expansion of our-audit procedures;

(i) 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
l financial reporting or IT systems, or changes in the Company's personnel, their
- responsibilities or their availability.

| () 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 1(b) of the

) Addendum or any special audit-related projects, such as proposed business combinations or
}:ﬂ’ research and/or consultation on special business or financial issues, will be billed separately
o from the fees referred to above and may be the subject of other written agreements

'* supplemental to those in this Agreement.

27. Canadian securities legislation requires that any reporting issuer filing an auditor’s report dated
on or after March 30, 2004 must have that report signed by an auditing firm that has registered
with the Canadian Public Accountability Board (“CPAB”). Audit firms registered with CPAB are
required to fund CPAB's costs. Fees are levied based on the most recent audit fees as defined
by CPAB, charged by the Canadian firm and reported in our registration information. We will bill
all reporting issuer clients a portion of the CPAB levy on a recovery basis. Your proportionate
share will be based upon the most recent audit fees reported to CPAB and billed for your

[ESCER—-

] engagement, multiplied by the annual levy rate set by CPAB. CPAB sets the rate annually and
J 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

i annually and will be billed when the annual invoice is received from CPAB.

Use and disclosure of the audit report

j 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.

PN S|
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Other matters

29. The Company shall provide to us copies of the printer's proofs of its annual report prior to

C publication for our review. Management of the Company bears the primary responsibility to
ensure the annual report contains no misrepresentations. Management is also responsible 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. If we identify any errors or
inconsistencies which may impact on the financial statements, we will advise management and

} the Audit Committee as appropriate.

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

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

' s Yours very truly,

]s M ¥ MLL?

Chartered Accountants

it

Agreed: Acknowledged on behalf of the
Sino-Forest Corporation Company's Audit Committge:

By: / ( By:

7 Ll .
Name:A/lr. David Hérsley
Title:  Chief Financial Officer

L

Mr. Jamie Hyd
Chairman of the Audit Committee

I have the authority to bind the Company.

! L NEETY Ut Bt
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Addendum

Use and disclosure of the audit report

1. Annual financial statements

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

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

(ii) distribute 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 “released” as that term is defined under applicable securities laws.

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

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

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

(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 current and in accordance with Canadian generally accepted
accounting principles as of the date that they are being released; and

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

EY-HC-2009-000333
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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. In particular, EY does not
consent to:

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

(ii) 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);

b (i) the inclusion of the audit report in:

} . (1) 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;

e

(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

e
@

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

: ( (d) If the Company wishes to (i) file the audit report with a securities commission after the

! outside date referred to in paragraph (b)(i) but within the time spegcified 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;

s

(1) a further written consent from EY is required; and

AL st

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

[ )

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

N 5 RN I ]
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(e) If the Company wishes to include, summarize, quote from or otherwise use the audit report in
any “document” or “public oral statement” (as those terms are defined under applicable
securities laws), in any manner other than that permitted under paragraph (b) or (d), the
following procedures will apply:

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

(i) if 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 ‘

y (iil) 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. :

i 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 Written Consent to the Use of the Audit Report in a Continuous Disclosure
Document, published by the Canadian Institute of Chartered Accountants.

2. interim financial statements

We expressly do not consent to the use of any communication, report, statement or opinion
’ prepared by EY on the interim financial statements and such communication may not be
J 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).

IR
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Terms and Conditions

Except as otherwise specifically provided in the engagement letter or contract to which these terms
ol and conditions are attached (coliectively, 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 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
N services provided pursuant to this Agreement (the "Services").

a change in applicable law or professional standards or events beyond a party's reasonable
.i 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
1* obtain Audit Committee approval of such adjustments. Each party shall be excused from defauit
; or delay in the performance of its obligations (other than payment obligations) under this
Agreement to the extent caused by a Change.

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

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

E ) auditor independence and (iii) implementing standardized performance recording and

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

Canada.

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

1 5. Privacy - Client confirms to EY that it has obtained any consents that may be required under

'% applicable privacy legislation for any collection, use or disclosure of personal information that is
necessary in order for EY to provide the Services. EY shall adhere to applicable privacy
legislation when dealing with personal information that was obtained from Client. Personal
information is collected, used and disclosed by EY in accordance with EY's privacy policy, which
is available at hitp://www.ey.com/ca.

EY-HC-2009-000336
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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

A 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

i 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 basis, refuse access to any document
over which Client has expressly informed EY that Client asserts privilege, except where
; disclosure of documents is required by law or requested by a provincial Institute/Order of
Chartered Accountants pursuant to its statutory authority. Client must mark any document over
which it asserts privilege as privileged and inform EY of the grounds for Client's assertion of
: ‘j 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.

7 Internet communications - Unless otherwise agreed with Client, EY and other EY Entities may
1 correspond by means of the Internet or other electronic media or provide information to Client in
-_U electronic form. There are inherent risks associated with the electronic transmission of
‘ information on the Internet or otherwise. EY cannot guarantee the security and integrity of any
l 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.

3 8. Right to terminate services - Subject to any applicable professional standards and legislation,
either party may terminate this Agreement, with or without cause, by providing written notice to
the other party. In the event of early termination, for whatever reason, Client will be invoiced for
time and expenses incurred up to the end of the notice period together with reasonable time and
expenses incurred to bring the engagement to a close in a prompt and orderly manner. EY shall
also have the right, upon 7 days prior notice, to suspend performance of the Services in the
event Client fails to pay any amount required to be paid under this Agreement.

|
]
9. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with

j 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-

Q of-pocket expenses for items such as travel, meals, accommodations and other expenses
specifically related to this engagement will also be charged.

1
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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
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.

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

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 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 portion, summary or abstract
thereof) in any document filed or distributed in connection with (i) a purchase or sale of securities
or (i) 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 contemplated by third parties or (jii) with
respect to the interests or requirements of third parties. Client may not rely on any draft EY
Report.

Limitation of liability - To the fullest extent permitted by law and regardless of whether such
liability is based on breach of contract, tort (including negligence), breach of statute, 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;

EY-HC-2009-000338
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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 forthe 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 the purposes of this section ("Limitation of Liability”), the term EY includes all other EY
_ Entities and any subcontractors, members, shareholders, directors, officers, managers, pariners
& or 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 Services. EY shall be solely responsible for the performance of the Services and all
of the other liabilities and obligations of EY under this Agreement whether or not performed, in
whole or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity.
Client and its affiliates or other persons or entities for or in respect of which any of the Services
are provided shall 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, partners or employees of EY or any other EY Entity,
or any of their respective assets, in connection with the performance of the Services or otherwise
under the 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 Institute/Order of

Chartered Accountants having jurisdiction).

j 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 or for a position on its Board of Directors, nor hire, any current or former partner
: or professional employee of any of EY, any affiliate thereof or any other EY Entity, if such
% partner or professional employee has been involved in the performance of any audit, review,
attest or assurance service for or relating to Client at any time since the date of filing of Client's
most recent financial statements with the relevant securities regulator(s) or stock exchange(s)
g (or, if Client has not previously filed such financial statements, since the beginning of the most
recent fiscal year to be covered by Client's first such financial statements), or in the 12 months
preceding that date.

[

[CUN
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17. Severability - In the event any provision of this Agreement is determined to be invalid, illegal or
unenforceable, in whole or in part, such provision shall be deemed severed from this Agreement
to the extent required and the remainder of this Agreement shall remain in full force and effect.

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

j 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

1 : control. As an LLP, EY is required to maintain certain insurance. EY's insurance exceeds the
mandatory professional liability insurance requirements established by any provincial

Institute/Order of Chartered Accountants.

j_:,' 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.

1 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 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,

) Confidentiality, Auditor Oversight, Limitation of Liability, Global Resources, Solicitation & Hiring

J 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

j ' 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

i between the parties relating to its subject matter and supersedes all prior representations,

‘ negotiations and understandings. '

i

. ]
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] December 7, 2010
= Mr. David Horsley '

Chief Financial Officer

= Sino-Forest Corporation

90 Burnhamthorpe Rd W., Suite 1208

F Mississauga, ON, L5B 3C3

Dear Mr. Horsley:

1. This Engagement Letter, together with the attached General Terms and Conditions for Audit
B and Review Engagements, (collectively, this “Agreement”), confirms the terms and conditions
upon which Ernst & Young LLP (‘we” or “EY") has been engaged to audit and report on the

. F’ 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
2 Company's fiscal year. The services described in this paragraph may hereafter be referred to
as either the “Audit Services” or the “Services.”

Audit responsibilities and limitations

2. The objective of our audit is to express an opinion on whether the consolidated financial
statements present fairly, in all material respects, the financial position, results of operations
- and cash flows of Sino-Forest Corporation in accordance with Canadian generally accepted:
accounting principles. Should conditions not now anticipated preclude us from completing our
i audit and issuing a report (the "Report”) as contemplated by this Agreement, we will advise you
V—} and the Audit Committee promptly and take such action as we deem appropriate.

R T‘l

3. We will conduct the audit in accordance with Canadian auditing standards as promulgated by
the Canadian Institute of Chartered Accountants (“CICA”). Those standards require that we
comply with ethical requirements and plan 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 error. There are inherent limitations in the audit
process, including, for example, the use of judgment and selective testing of data and the
possibility that collusion or forgery may preclude the detection of material error, fraud, or illegal
acts. Accordingly, there is some risk that a material misstatement 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 statements.

Ox/ot (¢

Sino-Forest Corporation \)
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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. This consideration will not be sufficient to enable us to express
an opinion on the effectiveness of internal control or to identify all significant deficiencies.

in 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:

» our responsibility under Canadian auditing standards for forming and expressing an
opinion on the consolidated financial statements that have been prepared by management
with the oversight of the Audit Committee and that such an audit does not relieve
management and the Audit Committee of their responsibilities;

» an overview of the planned scope and timing of the audit;

» significant findings from the audit. Significant findings from the audit include: (1) our views
about the significant qualitative aspects of the Company’s accounting practices, including
accounting policies, accounting estimates, and financial statement disclosures; (2)
significant difficulties, if any, encountered during the audit; (3) uncorrected 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 professional judgment, significant and relevant to those charged with
governance regarding the oversight of the financial reporting process, including significant
matters in connection with the Company’s related parties; and

» written representations requésted from management and significant matters, if any, arising
from the audit that were discussed, or the subject of correspondence, with management.

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 Canadian auditing standards, we will communicate in writing to the
Audit Committee any relationships between EY, its partners and professional employees and
Sino-Forest Corporation (including related entities) that, in our professional judgment, may
reasonably be thought to bear on our independence. Further, we will confirm our independence
with respect to Sino-Forest Corporation.

In 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
professional judgment, may reasonably be thought to bear on independence (including total
fees charged during the period covered by the consolidated financial statements for audit and
non-audit services 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 requirements regarding independence.

If we determine that there is evidence that fraud or possible non-compiiance with laws and
regulations may have occurred, we will bring such matters to the attention of the appropriate
level of management. If we become aware of fraud involving management or fraud involving

D'Z/Dl/l(
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. employees who have significant roles in internal control or others where the fraud results in a
o i material misstatement of the consolidated financial 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 uniess they are
= clearly inconsequential

— 9. We will communicate in writing significant deficiencies in internal control identified during the
i 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

accordance with CICA Handbook Section 7050, Auditor Review of Interim Financial
Statements and we will report orally to the Audit Committee in this regard.

j 11. Our review of the Company’s unaudited interim financial information will be performed in

'31 12. A review of interim financial 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 might be identified in an audit. Accordingly,
we will not express an audit opinion on the interim financial 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: identify the
. types of potential misstatements in the interim financial information and consider the likelihood
j 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 financial 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 management and where appropriate, the Audit
Committee, acknowledge and understand that they have responsibility:

= (a) "For the preparation and fair presentation of the consolidated financial statements and
- unaudited interim financial information in accordance with Canadian generaily accepted
accounting principles;

™ (b) For such internal control as management determines is necessary to enable the
I preparation of the consolidated financial statements and unaudited interim financial

information that are free from material misstatement, whether due to fraud or error; and ) / /
o4O ] Lt
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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 that we may request from management for the purpose of the
audit; 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.

Management's failure to provide us with the information referred to above or access (o
persons 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 statements and
= unaudited interim financial information to correct material misstatements identified by us during
_—} the applicable 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
j unaudited interim financial information as a whole.

17. Management is responsible for apprising us of all allegations involving financial improprieties
received by management or the Audit Committee (regardiess of the source or form and
including, without limitation, allegations by “whistle-blowers,” employees, former employees,

= analysts, regulators or others), and providing us full access to these allegations and any

o internal investigations of them, on a timely basis. Allegations of financial improprieties include

’ allegations of manipulation of financial results by management or employees, misappropriation

- : of assets by management or employees, intentional circumvention of internal controls,

inappropriate influence on related party transactions by related parties, intentionally misleading .

EY, or other allegations of illegal acts or fraud that could result in a misstatement of the ]

consolidated financial statements or otherwise affect the financial reporting of the Company. If

the Company limits the information otherwise available to us under this paragraph (based on

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

"o Company will immediately inform us of the fact that certain information is being withheld from

o us. Any such 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 financial statements;

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.

18. We will make specific inquiries of management about the representations contained in the
consolidated financial statements and unaudited interim financial information. At the conclusion
of the engagement, we will also obtain written representations from management about these
matters, and that management: (1) has fulfilled its responsibility for the preparation and fair
presentation of the consolidated financial statements and unaudited interim financial
information in accordance with Canadian generaily accepting accounting principles and that all
transactions have been recorded and are reflected in the consolidated financial statements and

G unaudited interim financial information; and (2) has provided us with all relevant information
i and access as contemplated in this Agreement. The responses to those inquiries, the written

L
N
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representations, and the results of our procedures comprise evidence on which we will rely in
forming an opinion on the consolidated financial statements and éxpressing a conclusion on

the unaudited interim financial information. ‘

19. Management of the Company is responsible for advising us of any documents or other
information provided during the course of the audit over which it intends to assert a claim of
privilege and should mark any such documentation accordingly as further described in the
attached additional Terms and Conditions (refer to the provision capticned “Canadian 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 financial 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.g.,
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 basis 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 made upon receipt.

21. Our estimated pricing and schedule of performance are based upon, among other things, our
preliminary review of the Company’s records and the representations Company personnel
have made to us and are dependent upon the Company's personnel providing a reasonable
level of assistance. Should our assumptions with respect to these matiers be incorrect of

" _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 completion dates and our fee
estimate include, but are not limited, to the following :

Audit facilitation

(a) Chénges to the timing of the engagement at the Company’s request,

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

(c) Significant delays in responding to our requests;

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

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

0ol /1l
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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
v 1 with high-speed access to the Internet for purposes of conducting the engagement.

Significant issues or_ changes

(a) Significant deficiencies are identified in the Company’s internal control over financial
l : 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 financial statements;

(d) Significant new issues or changes, such as new accounting issues, changes, accounting
policies, events or transactions not contemplated in our budgets, changes inthe
Company’s financial reporting or IT systems, or changes in the Company's personnel, their
responsibilities or their availability;

‘i (e) Changes in audit scope caused by events that are beyond our control.

) 22. In 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 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.

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 ("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 recovery basis. Your
proportionate share will be based upon the most recent audit fees reported to CPAB and billed
for your engagement, muitiplied 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 2.0% of audit fees;
however, the fée 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.

Ky

R

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 financial statemnents, including EY’s accompanying report
(referred to as the “audit report”) with such securities regulators as well as distribute those
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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.

iy

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.

e s

(b) EY hereby consents (within the meaning contemplated by applicable securities laws) to

_ 7 the annual filing of the audit report and to the inclusion of the audit report in the annual
l report if all of the conditions set out below are met. The effective date of such con§ent is
deemed to be the date of the audit report. The conditions are as follows: ,
j ' 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 laws);

ii. 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
3 available, that would require disclosure in or adjustment to the financial statements to
make those statements current and in accordance with Canadian generally accepted
" accounting principles as of the date that they are being released; and

iv. the consent provided in this engagement letter has not been withdrawn in writing
N 4 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 “document” or “public oral statement” (as those terms are defined
o 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 (b)(i) or filing of the audit
report after the outside date in paragraph (b)(i) or use by the Company or any other person

: 3 of the audit report in any “document” or "public statement’ (as those terms are defined
under applicable securities laws).

(d) If the Company wishes to (i) file the audit report with a securities commission after the
outside date referred to in paragraph (b)(i) but within the time specified by the applicable
securities legislation; or (i) include the audit repert in the annual report if the annual report
is distributed after the outside date referred to in paragraph (b)(i) then a further written
consent from EY is required and additional procedures as required in accordance with
professional standards will be undertaken by EY.

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

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

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

:1 | (3]
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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 undertaken by EY and its fee for
performing these services; and

—_——

l ii. EY will undertake such additional procedures as are required in accordance with
professional standards.

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 CICA Handbook Section 7500,
; The Auditor’s Consent to the Use of the Auditors’ Report in Connection with Designated

} Documents, published by the Canadian Institute of Chartered Accountants.

Interim financial statements

;1 We expressly do not consent to the use of any communication, report, statement or opinion
' prepared by EY on the interim financial statements and such cornmunication 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 faws).

Other matters

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 financial statements and other information contained in the
document, and to determine if the consolidated financial statements and our report thereon
have been accurately reproduced. If we identify any errors or inconsistencies that may affect
the consolidated financial statements, we will advise management and those charged with
governance, as appropriate.

: }*’ 25. The Company shall provide us with copies of the printer's proofs of its annual report prior to
=
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General Terms and Conditions

Our relationship with you

We are a member of the global network of
Ernst & Young firms (‘EY Firms”), each of
which is a separate legal entity.

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 Repori(s), the
performance of the Services, and our other
obligations under this Agreement.

Your responsibilities

3. You shall be responsible for your personnel’s

compliance with your obligations under this
Agreement.

OQur reports

4. You may not rely on any draft Report.

Notice re: Québec

5. From time to time, we may have individual

partners and employees performing the
Services within 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 his or her profession,
regardless of his or her status 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.
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 Services 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

7.

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
contemnplated.

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 (i) $1,000,000. This
limitation will not apply to losses caused by our
fraud or willful misconduct or to the extent
prohibited by applicable law or professional
regulations.

If we are liable to you (or to any others for
whom Services are provided) under this
Agreement or otherwise in connection with the
Services, for loss or damage to which any
other persons have aiso contributed, our
liability to you shall be several and not joint
and several, solidary or in solidurn, 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 time shall
affect any assessment of our proportionate
liability hereunder, nor shall settiement of or
difficulty 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 any portion
thereof, affect any such assessment.

You shall make any claim relating to the
Services or otherwise under this Agreement
no later than one year after 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
legistation shall be varied andfor excluded
accordingly). This limitation will not apply to
the extent prohibited by applicable law or
professional reguiations.
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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,
pariners, principals or employses ('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 benefit the other EY Firms and all
EY Persons, who shall be entitled to rely on
and enforce them.

Indemnity

1.

To the fullest extent permitted 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
liabilities, losses, damages, costs and
expenses (including reasonable extemal and
intemnal 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
omission by you, your employees or agents on
your behalf,

Canfidentiality

12.

13.

14.

We follow professional standards of
confidentiality and will treat information related
to you disclosed to us by you or on your behalf
(“Client Information”) as set forth in the Rules
of Professional Conduct of provincial Institutes
of Chartered Accountants or the Code of
Ethics of the Ordre des comptables agréés du
Québec (as applicable). -

Either ‘of us may use electronic media to
correspond or transmit information and such
use will not in itself constitute a breach of any
confidentiality obligations.

We may disclose Client Information to other
EY Firms and EY Persons to facilitate
performance of the Services, to comply with
regulatory requirements, to check conflicts, or

Ell ERNST & YOUNG

for quality, risk management or financial
accounting purposes. .

Canadlan Public Accountability Board

15.

16.

17.

You acknowledge that we may from time to
time 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 affairs. You consent to us
providing or producing, as applicable, these
documents and information without further
reference to, or authority from, you. Except
where prohibited by law, if a request or order
s directly related to an inspection or
investigation of our audit of you, we will advise
you of the request or order. ’

When CPAB requests access to our working
papers or other work-product relating to your
affairs, we will, on a reasonable efforts basis,
refuse access to any document over which
you have expressly informed us that you
assert privilege, except where CPAB has the
legal authority to access such documents. in
jurisdictions where express consent is required
for disclosure of privileged documents to
CPAB you hereby provide such consent. We
acknowledge (and you authorize 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 statutory
authority. We also acknowledge (and you
authorize us to advise 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 or litigation privilege).

We will also be required to provide CPAB with
information relating to the fees that you pay us
for audit services, other accounting services
and non-audit services (and you agree to the
disclosure of such information).

Data protection

18.

We may collect, use, transfer, store or
otherwise process (collectively, “Process”)

axfot [
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19.

Client Information that can be linked to specific
individuals (‘Personal Data’). We 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 privacy policy (which is' available at
www.ey.com/ca). We will require any service
provider that Processes Personal Data on our
behalf to adhere to such requirements.

You warrant that you have the authority to
provide the Personal Data to us in connection
with the performance of the Services and that
the Personal Data provided to us has been
Processed in accordance with applicable faw.

Solicitation and hiring of EY personnel

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 fallowing its .

termination for any reason, without our prior
written consent, solicit for employment 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
thereof, any other EY Firm or any of their
respective affiliates, if any such person either:
i) performed any audit, 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 with 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 the 12 months ended the date on which
your most recent financial statements were
filed with the relevant securities regulator(s) or
stock  exchange(s); or (i} influences EY's
operations or financial policies or has any
capital balances or any other continuing
financial arrangement with EY.

Fees and expenses generally

21.

You shall pay our professional fees and
expenses in connection with the Services. In
ieu of specific itemized charges, our
technology tools, administrative support
personnel, printing and other routine expenses

22,

are charged at 11.5% 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 pericdic basis as our
assignment progresses. Payment of our
invoices is due upon receipt. Interest on
overdue accounts accrues at 12% per annum
starting 30 days following 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).

If 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
shail reimburse us for any professional time
and expenses (including reasonable external
and intemal legal costs) incurred to respond to
the request, unless we are a party to the
proceeding or the subject of the investigation.

Force maijeure

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.

25.

26.

This Agreement applies to all Services
performed at any time (inciuding before the
date of this Agreement).

This Agreement shall terminate on the
completion of the Services. We may terminate
this Agreement, or any particular Services,
immediately upon written notice to you if we
reasonably determine that we can no longer
provide the Services in accordance  with
applicable law or professional obligations.

You shaill pay us for all work-in-progress,
Services already performed, and expenses
incurred 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.

FEp .
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27.

The provisions of this Agreement that give
either of us rights or obligations beyond its
termination shall continue indefinitely following
the termination of this Agreement.

Governing law and dispute resolution

28.

This Agreement, and any non-contractual
obligations arising out of this Agreement or the
Services, shall be governed by, and construed
in accordance with, the laws of the Province of
Ontario and the laws of Canada applicable
therein, without regard to principles of conflicts
of law. Any dispute, claim or other matter
arising out of or relating to this Agreement or
the Services shail be subject to the exclusive
jurisdiction of the Ontario courts, to which each
of us agrees to submit for these purposes.

Miscellaneous

29.

30.

31.

32.

33.

34.

This Agreement constitutes the entire
agreement between us as to the Services and
the other matters it covers, and supersedes all
prior agreements, understandings and
representations with respect thereto, including
any confidentiality agreements previously
delivered.

Both of us may execute this Agreement (and
medifications or supplements to it) by
electronic means 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.

We retain ownership in the working papers
compiled in connection with the Services.

Neither of us may assign any of our rights,
obligations or claims under this Agreement.

If any provision of this Agreement (in whole or
part) is held to be illegal, invalid or otherwise
unenforceable, the other provisions shall
remain in full force and effect.

If there is any inconsistency between
provisions in different parts of this Agreement,

35.

those parts shall have precedence as follows
{unless expressly agreed otherwise): (a) the
letter to which these General Terms and
Conditions are attached, (b) these General
Terms and Conditions, and (c) other annexes
to this Agreement.

We are a registered limited liability partnership
("LLP") continued under the laws of the
province of Ontario and we are registered as
an extra-provincial LLP in Quebec and other
Canadian provinces. Generally, an LLP
partner is not personally liable for the debts,
obligations or fiabilities 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 cbligations of
the LLP. As an LLP, we are required to
maintain certain insurance. Our insurance
exceeds the mandatory professional liability
insurance requirements established by any
provincial  Institute/Order  of Chartered
Accountants.

Aot
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July 4, 2008

j Mr. Jamie Hyde

Chair of the Audit Committee
Sino-Forest Corporation

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

Dear Sirs:
—} Re: Offering Memorandum

This, will confirm the engagement of Ernst & Young LLP (“we” or “EY”) to perform services in
— respect of the offering memorandum for convertible senior notes of Sino-Forest Corporation (the
' :l “Company”). Our partner, Linda Zhu, will have primary responsibility for this engagement.

Management of the Company and the underwriter bear the primary responsibility to ensure the
offering memorandum contains no misrepresentations. Our procedures with respect to this
engagement will be performed in accordance with our professional standards as set out in CICA
Section 7110 — Auditor Involvement with Offering Documents of Public and Private Entities, and
other requirements as set out hereunder. 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 offering document.

j Audited financial statements

Pursuant to Canadian securities laws, the comparative annual financial statements for the most
recently completed financial year are included in the offering memorandum. :

« Balance sheets as at the end of the three most recently completed years; and
e Statements of income and retained earnings, comprehensive income and cash flows for each
of the last three years.

We have audited the balance sheet of the Company as at December 31, 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 financial 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 convertible senior notes of the Company, to be filed by the Company under the securities
z legislations of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New Brunswick, Nova
Scotia, Price Edward Island, Quebec and Newfoundland and Labrador. :

- Lopendi Soes of Errst 3 oo Rk Linhied
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In 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 closing of the offering. This work is expected to be
comprised of limited enquiry and review procedures designed to provide assurance that management
has identified events arising after the date of the auditors’ report in the offering memorandum that
may require an adjustment to, or disclosure in, the audited financial 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 legal counsel and obtain representations from

management similar to those we customarily receive 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 year. In order to consent to the use of our auditors’ report in

the offering memorandum described above, our professional standards require that we carry out

% certain procedures including a review of the Company’s interim financial statements for the three
i months ended March 31, 2008 to be included in the offering memorandum.

i’ The period covered by the interim financial information is specified by securities legislation. If the
B final offering memorandum is delayed, it may be necessary to update the interim financial statements.

If 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 not

2 necessarily reveal matters requiring adjustments to or disclosures in the-interim financial information.
J!' Further, adjustments and disclosures may later be determined to be necessary as a result of our
subsequent audit of the 2008 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.

.

If 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.

If 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 included in the offering memorandum, we will provide a
written report on our review thereof to be included in the offering memorandum.

;_4 ik P! : [
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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 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.

If we become aware of information that, although not inconsistent with the financial 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 management. We
may wish to receive written confirmation from legal counsel of their view on the matter. In the 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. '

Communications required by other parties

We are required by provincial securities legislation and upon the request of the underwriter to issue
the following letters:

Upon filing the preliminary offering memorandum:

. Anunsigned 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 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.

EY-HC-2008-000618
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Auditor assistance to the underwriter

il As indicated above, in connection with the proposed offering of convertible senior notes, we
’ understand that the underwriting agreement will provide that we perform certain procedures for the
purpose of issuing a comfort letter to Merrill Lynch International (the “underwriter”). The comfort
letter would make reference to our auditors’ report and our review of the unaudited interim financial
statements included in the offering memorandum, 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 request that we attend a meeting (the “due diligence meeting”) at which the
underwriter and the underwriter’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 appropriate to obtain whatever
J information it believes is necessary to complete its investigation of the financial affairs of the
Company. Our audits of the Company’s financial statements referred to above were not carried out
for the purpose of such investigation, and our auditors’ reports, our comfort letter, and the 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. We 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 bear the cost of preparing the comfort letter, we will discuss with you the
_ x practicality and effectiveness of the requested procedures in providing the desired comfort.

y

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 opinion on the financial
statements referred 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 of the questions that the
underwriter and the underwriter’s 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 could affect the outcome of the proposed
) offering of the convertible senior notes. At due diligence meetings we will not respond to
j underwriters’ questions dealing with matters that are generally management’s concern or that involve
f predictions about future events or which are beyond the scope of our practice and personal
knowledge. Unless otherwise instructed by you, we 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 diligence meeting result in termination of, or change in, the proposed

%{ offering or in misuse of any confidential information 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 requested procedures and by answering any questions they may ask in the
. due diligence meeting.

Ll

{3
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‘ You also agree to indemnify and hold harmless all members of the engagement team and Emst &
Young LLP from any claim by the underwriter and the underwriter’s legal counsel, or any other third

;1 party, that arises as a result of our 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 diligence meeting is confidential and is to be used only
in connection with the securities offering referred to above. In addition, we will notify the underwriter

1 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 $500 per hour, plus out-of-pocket expenses. Payment in full should be
made within 30 days of the 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

s 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
T 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
5' 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.

1 Additional terms and conditions are attached and form an integral part of this engagement letter; they
1 govern our respective rights and obligations arising out of this engagement.
3 To confirm these arrangements as outlined are in accordance with your requirements and are
; acceptable, please sign one copy of this letter in the space provided and return it to us.
l Yours very truly,

Ermat * ?aami/ AL

i

Chartered Accountants

RSN

IR
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1 Agreed: Acknowledged on behalf of the

Sino-Forest Corporation Company's. Audit Committee:

by
] Name; M, David Horsley :
1 Title: Chief Financial Officér %

] ' T have the authority to bind the‘Compary.
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Terms and Conditions

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

1 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 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 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, 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 (iii) implementing

. & standardized performance recording and documentation systems within the global Ernst & Young network.

J 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
o reasonable steps to maintain the confidentiality of any proprietary or confidential information of the other.

1 5. EY Waiver Re: Tax Advice - Notwithstanding any confidentiality obligations or other restrictions on
] disclosure contained in this Agreement, with regard to: ’

(a) any oral or written statement or advice related to taxes provided by EY with regard to a person or
i entity that: ; .
(i) has any filing obligation with the US Internal Revenue Service, or
(ii) qualifies as a US Controlled Foreign Corporation (i.e., a non-US corporation that has US
14 shareholders (US persons that directly or indirectly own 10% or more of the total combined
l voting power of all of the classes of stock of such non-US corporation) that own in the
aggregate more than 50% of the total vote or value of such non-US corporation); :
(b) any oral or written statement or advice regarding US taxes or tax advice related to a transaction
% that could affect a US tax; or )
(¢) 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"),

LCIMRU TR W I
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' EY expressly authorizes client to disclose to any and all persons, without limitation of any kind, any such
y . ‘Tax Advice, including any fact that may be relevant to understanding such Tax Advice, and all materials of
4 any kind (including opinions and other tax analyses) provided to client in relation to such Tax Advice.

However, becaunse 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 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 BY 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, used and disclosed
by EY in accordance with EY's privacy policy, which is available at http://www.ey.com/ca.

7. Auditor Oversight - Client hereby acknowledges that EY may from time to time receive requests or
orders from the Canadian Public Accountability Board or from professional, securities or other regulatory
or governmental authorities that fulfill similar functions (both in Canada and abroad) to provide them with
information and copies of documents in EY's files including EY's working papers, and other work-product
relating to client's affairs. Client consents to EY providing or producing, as applicable, these documents
and jnformation 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.

N PSS ot

When a regulatory authority requests access to EY's working papers and other work-product relating to
client's affairs, EY will, on a reasonable efforts basis, refuse access to any document over which client has
expressly informed EY that client asserts privilege, except where disclosure of documents is required by
law or requested by a provincial Institute/Order of Chartered Accountants pursuant to its statutory
} authority. Client must mark any document over which it asserts privilege as privileged and inform EY of

the grounds for client's assertion of privilege (such as whether it 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. :

ST SRET

8. Internet Communications - Unless otherwise agreed with client, EY and other EY Entities may
correspond by means of the Internet or other electronic media or provide information to client in electronic
form. There are inherent risks associated with the electronic transmission of information on the Internet or
otherwise. EY cannot guarantee the security and integrity of any electronic communications sent or
received in relation to this engagement and cannot guarantee that transmissions or other electronic
information will be free from infection by viruses or other forms of malicious software.

) NOEL R

9. Right to Terminate Services - Subject to any applicable professional standards and legislation, either
party may terminate this Agreement, with or without cause, by providing written notice to the other party.
In the event of early termination, for whatever reason, client will be invoiced for time and expenses
incurred up to the end of the notice period together with reasonable time and expenses incurred to bring the
engagement to a close in a prompt and orderly manner. EY shall also have the right, upon 7 days prior
notice, to suspend performance of the Services in the event client fails to pay any amount required to be
paid under this Agreement.

IR
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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, 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.

11. Billing & Taxes - Bills including expenses will be rendered on a regular basis as the assignment
progresses. Accounts are due when rendered. Interest on overdue accounts is calculated at the rate noted
]7 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.

12. Governing Law - This Agreement shall be governed by and construed in accordance with the laws of the

Province of Ontario and the laws of Canada applicable therein, without regard to principles of conflicts of

‘ law. The parties hereby irrevocably and unconditionally submit and 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.

k‘ 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, software, know-how and working papers. EY also retains all copyright and other
] intellectual property rights in all reports, advice or other communications of any kind provided to client in
] any form (written or otherwise) during the course of an engagement ("Reports"), although client shall have
the full right to use any Reports within its own organization. Any Reports are provided solely for the
purpose of this engagement. Subject to "EY Waiver Re: Tax Advice" above, no Report (and no portion,
| summary or abstract thereof) may be disclosed to any third party without EY's prior written consent.
‘ Without limitation, except as otherwise specifically agreed in the engagement letter into which these terms
and conditions are incorporated client agrees that it will not, and will not permit others to, refer to EY or
E 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 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 contemplation of reliance by particular third parties (ii) with respect to any specific
transaction contemplated by a third party or (i) with respect to the interests or requirements of particular
third parties. Client may not rely on any draft Report.

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

(@) 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;

Q (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

. i -, N AR
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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 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, physical damage to
t : 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
1 any other EY Entity.

15. Global Resources - EY may use the services of personnel from other EY Entities to assist it in providing
the Services. EY shall be solely responsible for the performance of the Services and all of the other
} liabilities and obligations of EY under this Agreement whether or not performed, in whole or part, by EY,
any other EY Entity, or any subcontractor or personnel of any EY Entity. Client and its affiliates or other
persons or entities for or in respect of which any of the Services are provided shall have no recourse, and
shall bring no claim, against any EY Entity other than EY, or against any subcontractors, members,
3 shareholders, directors, officers, managers, partners or employees of EY or any other EY Entity, or any of
their respective assets, in connection with the performance of the Services or otherwise under the
Agreement. Other EY Entities and any subcontractors, members, shareholders, directors, officers,
31’ 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.

] 16. No Application - The preceding two sections (Limitation of Liability, Global Resources) shall not apply to
J 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 Institute/Order of Chartered Accountants having

| jurisdiction).

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

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

et Lo — RrREp

19. Legal Proceedings - In the event EY is requested by client or is required by government regulation,
subpoena, or other legal process to produce documents or personnel as witnesses with respect to the
engagement for client, and provided that EY is not a party to the legal proceedings, client shall reimburse

e EY for professional time and expenses, as well as the fees and expenses of counsel, incurred in responding
to such requests. '

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

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

. Generally, a partner of an LLP has a degree of limited liability protection in that he or she is not personally

liable for any debis, 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

l insurance. EY's insurance exceeds the mandatory professional lability insurance requirements established
by any provincial Institute/Order of Chartered Accountants. ‘

L 21.' Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be construed

‘ 1o create a partnership, joint venture or other relationship between EY and client. Neither party shall have

the right, power or authority to obligate or bind the other in any manner. This Agreement shall not be

modified except by written agreement signed by the parties. This Agreement may not be assigned in whole

l 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, Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limitation of

g 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 Agreement shall operate for the benefit of, and may be enforced

by, other EY Entities and any subcontractors, members, shareholders, directors, officers, managers,

partners or employees of EY or any other EY Entity. This Agreement constitutes the entire agreement

between the parties relating to its subject matter and supersedes all prior representations, negotiations and
! 1) understandings.

EY-HC-2008-000626
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Pacific Centre
TO0 West Georgla Street
P.0. Box 10101

Vancouver, British Columbla Y7Y 1C7
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Tel; 604 891 8200
Fax: 504 643 5422
ey.com/ca

May 17, 2009

Mr. David Horsley

Chief Financial Officer

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 prospectus for Sino-Forest Corporation (the "Company”). Our partner, Linda
Zhu, will have primary responsibility for this engagement.

Management of the Company and the underwriter bear the primary responsibility to ensure
the prospectus contains no misrepresentations. Our procedures with respect to this
engagement will be performed in accordance with our professional standards as set out in
CICA Section 7110 — Auditor Involvement with Offering Documents of Public and Private
Entities, and other requirements as set out hereunder. These procedures are designed to
enable us to issue our consent to the use of our auditors® report to demenstrate to readers
that we have been involved with the prospectus. Our consent is to be included in the
prospectus.

Audlted financial statements

pursuant to Canadian 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 earnings, comprehensive income and cash flows
for the yeats 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 prospectus 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 Scotia, Price Edward Island, and
Newfoundiand and Labrador (the "Acts”).

in 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
comprised of limited enquiry and review procedures designed to provide assurance that
management has identified events arising after the date of the auditors’ report in the
prospectus that may require an adjustment to, or disclosure in, the au ted financial

A et ey ot Erpsy® voung Gibal Umbed
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statements or other information in the prosp'éctus 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.

Unaudlted interim financial statements

recently completed financial period are incorporated by reference in the prospectus. In order
to consent to 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
Company’s interim financial statements for the three months ended March 31, 2009 and 2008
and any other interim financial statements that may be issued and incorporated by reference
in the prospectus. We have reviewed the interim consolidated financial statement for the three
month periods ended March 31, 2009 and 2008 and provided our report thereon to the audit
committee of Sino-Forest Corporation. In order for the interim financial statements for the
three months period ended March 31, 2009 and 2008 to be incorporated by reference in the
short form prospectus, we will have to compiete additional subsequent event review
procedures.

1 Pursuant to Canadian securities laws, comparative interim financial statements for the most

) e

}__ The period covered by the interim financial information Is specified by securities legislation. If

= ) the final prospectus is delayed, it may be necessary to update the interim financial
} statements. If 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

not necessarily reveal matters requiring adjustments to or disclosures 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 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.

If 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.

If 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.

p o
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Other Information in the prospectus

In addition to financial statements, a prospectus includes other financlal 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 delermine
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 76500.

I we become aware of information that, 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 Company's legal couhsel, with the consent of
management. We may wish to receive written confirmation from legal counsel of their view on
the matter. In the 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.

Communications required by securities commisslons and other partles

We are required by provincial securities legislation to issue the following letters:

“Upon filing the preliminary prospectus:

0] An unsigned comfort letter addressed to the Directors of the Company and the
underwriter expressing assurances Wwith respect to specified financial
information included in the prospectus;

Upon filing the final 'prospectus:

@i Consent letters addressed to the securities commissions, in which we give our
consent to the use of our report in the prospectus;

(i) A comfort letter addressed to the securities regulatory authorities expressing
negative assurance 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, ’

]

EY-HG-2009-000378
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Auditor assistance to the underwriter

As indicated above, in connection with the proposed offering of securities, we understand that
the underwriting agreement will provide that we perform certain procedures for the purpose of
1 " lssulng a comfort letter to Credit Suisse Securities (Canada) Inc. (the “underwriter”). The
’ comfort letter would 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 results of performing those
1 procedures. In addition, we understand that the underwriter may request that we attend a
meeting (the “due diligence meeting”) at which the underwriter and the underwriter'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 appropriate to obtain whatever information it believes
is necessary to complete its investigation of.the financial affairs of the Company. Our audits of
] the Company's financial statements referred to above were not carried out for the purpose of

such investigation, and our auditors’ reports, our comfort letter, and the answers that we may
give at the due diligence meeting are not to be relied upan for that purpose.

We will provide a comfort letter to the underwriter which we will prepare in accordance with
e the guidance contained in CICA Section 7200. We will advise you of the matters on which the
underwriter is seeking comfort and the procedures they are requesting. As the Company, not
j 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.

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 opinion on the financial

statements referred 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

of the questions that the underwriter and the underwriter's legal counsel may have. You

should be aware that there could be sensifive 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 could affect the outcome of the proposed offering of securities. At due

3 diligence meetings we will not respond to underwriters’ questions dealing with matters that are

generally management's concern of that involve predictions about future events or which are

. beyond the scope of our practice and personal knowledge. Unless otherwise instructed by

1 you, we 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 diligence meeting result in termination of, or
change in, the proposed securities offering or in misuse of any confidential information
discussed at the meeting. You also acknowledge that you have requested us to cooperate in

EY-HC-2009-000379
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every way with the underwriter and the underwriter's legal counsel, by performing the
requested procedures and by answering any questions they may ask in the due diligence
meeting.

oy You also agree to indemnify and hold harmless all members of the engagement team and
' 1 Ernst & Young LLP from any claim by the underwriter and the underwriter's legal counsel, or
any other third party, that arises as a result of our 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
j result of our responses to their questions at the due diligence meeting is confidential and is to
be used only in connection with the securities offering referred to above, In addition, we will
notify the underwriter of our professional standards for participation in a due diligence
: ;] meeting.

Fees

7»3 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.
Level Hourly rate
Partner $650
Senior Manager $450
o Manager . $350
} Senior $225
- Staff $150

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 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

' prospectus 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
concems about the terms of engagement as described in this letier.

EY-HC-2009-000380
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Additional terms and conditlons are attached and form an Integral part of this engagement
q 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 of this letter in the space provided. and return it to us.

Yours very truly,
——J | | Chartered Accountants
Ik RN A AR ARSI AWk A AR AR
3 Agreed; Acknowledged on behalf of the
' Sino-Forest Corporation Company's Audit Committee:

DA

ame: Mr. Jamie Hyde
Title/ Chair of the Alidit Committee

EY-HC-2009-000381
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Terms and conditions

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

Unexpected events - If changes to the scope or timing of any Services are required
because of a change in applicable law or professional standards or events beyond a
party's reasonable control, but not involving its fault or negligence (any of which, a
"Change"), the parties agree to adjust the fees for, andfor 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.

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, (i) fulfilling EY Entities’ professional obligations to manage
conflicts of interest and to maintain auditor independence and (iif) implementing
standardized performance recording and documentation systems within the global Ernst &
Young network. EY Entities or their service providers may process and store Client Data,
which may include personal information, outside of Canada.

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.

Privacy - Client confirms to EY that it has obtained any consents that may be required
under applicable privacy legislation for any coliection, 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. Personal information is collected, used and disclosed by EY in accordance
with EY's privacy policy, which is available at hitp:/Awww.ey.com/ca.

EY-HC-2009-000382



B e

EY-HC-2009-000376/8

i

HU”H”U”HlHHmlnmnnnm,nw""‘ :_:E”ERNST&YOUNG

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 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 basis, refuse access to
any document over which Client has expressly informed EY that Client asserts privilege,
except where disclosure of documents is required by law or requested by a provincial
Institute/Order of Chartered Accountants pursuant to its statutory authority. Client must
mark any document over which it asserts privilege as privileged and inform EY of the
grounds for Client's assertion of privilege (such as whether it claims solicitor-Client
privilege or litigation privilege). :

EY will also be required to provide information relating to the fees that EY collects fram
Client for the provision of audit services, other accounting services and non-audit services.

. Internet communications - Unless otherwise agreed with Client, EY and other EY

Entities may correspond by means of the Internet or other electronic media or provide
information to Client in electronic form. There are inherent risks associated with the
electronic transmission of information on the Internet or otherwise. EY cannot guarantee

.the security and integrity of any electronic communications sent or received in relation to

this engagement and cannot guarantee that transmissions or other electronic information
will be free from infection by viruses or other forms of malicious software.

Right to terminate services - Subject to any applicable professional standards and
legislation, either party may terminate this Agreement, with or without cause, by providing
written notice to the other party. In the event of early termination, for whatever reason,
Client will be inveiced for time and expenses incurred up to the end of the notice period
together with reasonable time and expenses incurred to bring the engagement to a close
in a prompt and orderly manner. EY shall also have the right, upon 7 days prior notice, to
suspend performance of the Services in the event Client fails to pay any amount required
to be paid under this Agreement.

Y
e~y
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9. Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection
l 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

1 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

) 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 the Province of Ontario and the laws of Canada applicable therein, without
regard to principles of conflicts of law. The parties hereby irrevocably and unconditionally
submit and attorn to the exclusive jurisdiction of the courts of the Province of Ontario in
connection with any dispute, claim or other matter arising out of or relating to this
Agreement or the Services.

J 'ﬂf""l‘l

]
%

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 {o which these terms
and conditions are attached. Except as. otherwise specifically agreed in such engagement
letter or contract Client shall not refer to EY or reproduce, quote or refer fo any EY Report

' (or any portion, summary or abstract thereof) in any document filed or distributed in

i 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

j 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 (i)
with respect to any specific transactions contemplated by third parties or (ili) with respect
to the interests or requirements of third parties. Client may not rely on any draft EY

Report.

A { ;
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13. Limitation of liability - To the fullest extent permitted by law and regardless of whether

14.

15.

such liability is based on breach of contract, tort (including 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 fiable 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 the purposes of this section ("Limitation of Liability"), the term EY includes alt other EY
Entities and any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity.

Global resources - EY may use the services of personnel from other EY Entities to assist
it in providing the Services. EY shall be solely responsible for the performance of the
Services and all of the other liabilities and obligations of EY under this Agreement whether
or not performed, in whole or part, by EY, any other EY Entity, or any subcontractor or
personnel of any EY Entity. Client and its affiliates or other persons or entities for or in
respect of which any of the Services are provided shall have no recourse, and shall bring
ho claim (whether in contract, tort, or otherwise) against any EY Entity other than EY, or
against any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity, or any of their respective assets, in
connection with the performance of the Services or otherwise under the 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 éxpress
benefit of this section and shall have the right to rely on and enforce any of its terms.

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 rulés or guidance from a
provincial Institute/Order of Chartered Accountants having jurisdiction).

10
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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 or for a position on its Board of Directors, nor hire, any
current or former partner or professional employee of any of EY, any affiliate thereof or
any other EY Entity, if such partner or professional employee has been involved in the
performance of any audit, review, attest or assurance service for or relating to Client at
any time since the date of filing of Client's most recent financial statements with the
relevant securities regulator(s) or stock exchange(s) (or, if Client has not previously filed
such financial statements, since the beginning of the most recent fiscal year to be covered
by Client's first such financial statements), or in the 12 months preceding that date.

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

Legal proceedings - In the event EY is requested by Client or is required by government
regulation, subpoena, or other legal process io 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.

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 pariner 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 institute/Order of Chartered Accountants.

et
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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. 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

{ 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, Confidentiality, Auditor

:l 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

! Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and

B any subcontractors, members, sharsholders, directors, officers, managers, parthers or

‘ employees of EY or any other EY Entity. This Agreement constitutes the entire agreement

between the parties relating to its subject matter and supersedes all prior representations,
negotiations and understandings.
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196 Bumhamthorpe Rd W Suits’ 1208

Exchange Offer Memorandum (“Off

Fax 04 64_3 54’*2
eV, comlca :

M. Davsd Horsley ) 22: Junig 2009
»Chref Fmancxal @ff cer

M:ssassauga ON, LB 303

ing Memorandum)

This will confirm the engagement of Emst & Young LLP (“wg” or “EY*) to perform services i n
réspeet of the. Offering Memorandum f 10-Forest Gorporatioh (thé “Cornpany”) for the.
offer to exehange any: and all.outstand g US$300,000:000 9.126%: Guaranteed Senior Notes:

Die2011 {the "Exchange Motes™) issued by:the Company ‘Ourpartrer, LindaZha, will have.
prirdary responsib:hty for thls engagemerit:

Management of the Company and Credlt Suisse Securities (USA) LLC (the “Deal Manager”)
beaf the: prifmary: responsdaxhty o ensurg e Offering Memiorandii contams no
mlsrepresentatiens Qur procedures with respect to thisengagement will b& performed:i in.
acenrdance with. our profess:onal standards_as set outin GICA Séetio :119' - Audltor
Involveinent with Offering Documents: af Publicand Private Entities and ]
as sef out hiéteurider. These procedures are designed.to eriable s to!
userbf our-augitors! fepoit to démonstrate toreaders that we have
foering Menidtandum. Our-conserit is: to be'included in the: Oﬁermg_

mvo}ved with the
motandurn.

Audited financial statemients

W have audited fhie balance sheets of the: Company as: at December 31, 2098 and 2007,
and the: statements of income-and retained eamings; comprehensnve ndorms. and ¢ash:flows.
for the years then- ended. Our repoit e stiateholders-on the comparative-annual financial
statements-for thie year ended Decsmber 31, 2008 was dated March 13; 2009 andis. to-be
lncorporated by reference in'the Offefir g Memoraridum, -Ourreport to the diteetors of the
company. on. the 2007 financial: statements dated March 12, 2008 except asio notes 2, 18 and
23:'which:ate as of July 17, 2008 will also be incorporated by teference in the Offering’

Memorandum.

In iarder toprovide our consent to the use of our auditors’ reperts in the Offering
Meriorandurn, it willbe necessary forus to perform subsequent events review procedures:
with respect to.the Offering. Memorandum and any updates thereof, arid the: closing of the.
offerinig. This.-work is expedted to be compnsed of limited enquxry and review procedures
designed to provide-assurance that. management has identified events.arising dfter the date of
the audifors! reports in ‘the Offenng NMemorandurn that may. require an adjustment to, or
disclosure in, the audited financial’ statements or other information'in the Offering :

Armemper B g s
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Memcrandum that is derived from such f inancial statements. We are also required fo update:
our communications with the. Company’ s legal counsel.and obtaif representations from
managerignt. 31mxlar fo those we customanly receiVs s, part.of gur-annual audit:

Uriaudited Interirn finaneig] %tatemé'nts'

Comparatwe interim financial statements for the most recenly: completed financial period are
mcorporafed by reference m the Offenng emora du ,‘er'der to consent te- the use of our

r_ated by reference in the Oﬁermg
financlal statement for-the three
.nd prevsded our repm’c thereen to the audat

Marer -31 2009 and 2008 to be mcorporated by reference m ihe Gﬁenng
;Memerandum, we wul have fo:cofriplete addmonal subssquent svent review progedtres.

1f the final © .ffermg Memorandum isdela; ged the Company ™may determine that it is necessary.
to iipdate:the mienm financial statements, If such is the Gase, thenwé would havé to petform
additional review: procedures on-the updated draudited tntenm financial statarments,

The review: procedures we garry out:are sxgmﬂcantly less:extensive than an. audit-atid wold.
6t Ascessarly réviedl matters:requiring’ adjustments to'6r disclosures in thé iterim fihancial
inforiation. Further, adjusterits and disclosures aay later be determined to be necessdry

asa resulf of 8lir Sibsequent airdit of the 2009 finaneial statements that includé suck interin

peiiods. Accordihgly: the review. procedures db. nof regultin the expression of an-audit opmxon
onvthe interi financial statemerits:

if mformatmn comes {o surattention’ whxch leads us to question whether the Interim finafdial “ -
staterments are materiallyin error or: noti m actordance with gengrally accepted-accounting
principles, we:will inform you and dlscuss what-further action is required,

& 8 result of: our: workwe are required | to express a reservation-jn our report on our review
of the-unaudited ihterind financial’ statements 0. be’ incorporated by refererice in the. Offenng
Meémoranduim, we:will provide a written report on-our revxew thereof to‘be incorporated by.
teference inthe Oﬁenng Memorandurm.
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e become aware of information 'thét,
‘statertients, appeals to constitute.a'mi
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Other information In the. 'Ofrfei'in"g Mémorah‘d'um‘

I addjtion fo financial statements, the Offering Memorandum includes other: ﬁnancxal

~informaticn and information of a non-financial nature; As sueh other fisformation may be:
Telévant to the-financial statements: and our audit orireview thereof, we will perform

procedires to. determine whather this other finaneial and nen-ﬁnanc:al Informaticn s

congistent with the-audited and unaudlted,f“ nancxal statements inthe Offering Memorandum in

accordance with the gwdance in CICA:Section 7500.

although not mconszstent with the financial
presentationwhen régding, thig Offering

Memorandum. we will discuss: the.migtter with management or with the Company's. legal

" «gounsel, with'the consént of management, We may wish.torreceive wiitten confirmation frorm
{egal counsel:of their view on the matte T trie svent that the: apparent inconsisteney is not
resolved to-our satisfaction, we will advise the Audit Commxtiee and ‘consider whether ol
Zcensent may be provided. i

fCommunicat:ons required by other partxes

We:ate: requared upen the request of the Deal Manager to issue the following lefters:
Upon comple’aon of the Offering Memorandum*

. A eomfort Jetter daddressed ’(Q the Ditectors of the. Company and the Deal Manager
expressing assurances w:th _espect to:spécified firandial information included of
~incorporated by refarence.i in the difering memorandimi.

Upon: ciosmg of the- oﬁ’ermg

« A bring-dovn Jefter- addressed fo the Difectors of the Company and the Deal
Manager. : ’
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Audifor assistarice to'the Déal Manajger

understand that ’rhe Deal Manager request that we perform certarn procedures for the- purpose
of issuing g comfortletter'the Deal Mana er. ‘The cornfort letierwould make: reference to our
auditors” report and our review. of the unayditediinterim ﬁnancral statemerits inéorporated by
reference in:the: Offerrng Memorandum, d set outthe procedures: performed at the Deal
Mahager's Tequest and the resulls of perforining those procédiires. In addition, we-
understand thatthe Deal Manager gy reduestthat we.aftend a meeting (the “due diligence .
‘meeting”y at:whiich the Deal Manager and the Deal’ Manager s legal courisels may wish to ask
us certain guestions, and.that you have: agreed 1o grantsuch-a: request ‘We, understand that

the Deal Manager is an-experienced agen nd will be: sarrying: ottt othar - précedures it deems

appropnate to,obtain ‘whateverinformation it beligves i hetessary to somplete:its
mvestlgatron of the f‘ nancral affarrs of th, COmpany Our -audits of the Oompany S; ﬁnancral

We will attend a due diligence meeting and pra\nde @ comfert Jeﬁer {ro the Deal Manager
which Ve will prepars in accordance withiir

’ atron fmm the Deal Manager regardmg the
to us: We will advisg:you of the tnatters:on-which
&-procédures: they-are requesting.. Asthe

3t the:cost of preparing the comfor letier, vie will

Offering Memorandum which is satistact
the Deal Managet is. seeking comfort an
Company, notthe Deal Manager, “wilt

discuss with you thg practicality and eﬁec’crveness ofthe réquested procedurés in providing
the desrred comfort

Our corvifort Jefter is not-to. be relied- upen queted or référred to by the addressees of any of
Hieir registered broker-dealér foreign. afﬁirates in-eonnsction with the. offer, salé.or exchange

- ofthe sscurifies oufside of Canada: and the United States. Fer greater certainty; cur samfort

letter is not to be relied upon; quoted or referred 1o by the addressees or-any of theit
registered broker-déaler foreign-affiliates j m connectron with the offer; sale or exchange. of the

- securities in foreign jurisdictions, rncludmg, without limitation, any offer or sale of'such

securities on an exempt basis outside.of Canada and theiUnited States urider-any applicable.
registration exemptions referred to'in the Oﬁenng Msmgranduni.

In accordance with professional standards our auditwas Gaiied out solely for the purpose of

‘providing us with sufficient: appropnate audrt evidence to support our oplnjon o the financial

statemenits referred to-abave. Theré is noassurance’ that the procedures we perform for
purposés-of the comfort letter and our responses at the due diligence mesting will address all

of the questions that the Deal Manage? end the Deal Manager's legal counsels may have,
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You: shouid be aware that there could be sensitive matters thatthe Deal Manager and the
Deal Manager's: legal counsels may ask us to.address either in the comfort letter or dunng ihe
‘due. dlilgence meetmg that cou!d affe the outcome of the proposed offermg of the Exchange

othenmse Instructed by yeu we: sha attempt to perfcrm all of the requested procedures and
answér all questions-asked atthe due dllxgence meetify.

You doknowledge thatwe have tig responsmthty 16, you if the restilfs of our procedures orour
answers to-questions. asked atthe: diligence mesting restltin términation of, or changs in,:
he proposed offering-or inmisuse of:any confidertial information discussed at fhe, meefing.
You alge: acknowledge ihat you have requested Us to cooperate-in every-way with the Deal
Manageeand the Deal Managefs legal counsels, by perfomiing the requested procedures
and by-ariswerihg any questions they may askin:thig dyg diligence mestinig:

“Ypu alse agreé to indemnlfy and hold harmiegs all membérs of theengagement team and.

Einist 8. Young LLP from-any claim by f ihe Deal Manager:and the Deal Managér's legal
goufisel, orany otherthird parfy, that a‘rises ‘38 & resultof dut ¢omfort 1etter or our atfendance:
A the _due dshgence meeting and owr responses to-questions asked at such meeting..

We shall: ad\nse the'Deal Manager that;mformatlon acqurred by therm in out comfort. letter or

- afa Tesult of Glr fesporises 16 their questmns atthe due diligence méeting is confideritial and

i§to be usad. only in ‘connéction with the Excharige Notes offering:referred to abové: In.
addntmn We will rigtify thg Déal Manager of our professxonal standards for patticipation in &

Fees

ii

O fees which.will-be billed as work-prggresses are based onthe: amount of fime’ requzrecL

Payment m full shoutd be made w:thm;.aﬂ days. of the date each bmmg iS recexved Hourly

~fees and rates- quoted exclude app!tcabie ’caxes D}rect out—of-pocket expenses wﬁl be
invelced to you at-our gost.

Level ‘Hourly rate
Paitner : $650
Senjor Manager $450
Mariager $350
Senior i $225.
Staff $150
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We very much appreciate the o,opor‘unity to provide services to'the Company | in respect of the
Qﬁenng Memorandum and vodld-be p%eased tofurnish any: additional; information you gy
request ‘coneerning -our responsibmﬁe furicfions,. Pleassist us know 1mmedtazely ifyou

have any coricerhs aboutifie ferfs ef erigatemernt as désaribed:in this letter.

Additional terms.aid ednditions. are.ata

Ad } andform-an integraiparti of'thls -engagement
letfer; they govern our tespactive rights ;

d: ebl(gaﬁens arising out of His éngagerient

To confim these drrandeménts as outiined are’in.acedrdance w:th yolr requirements and are
atceptable; please sign onetopy of th ‘ :

Yours Very trily,.

i
i
Jd
!

tC‘han'ered:Acc'ouhta‘nt;sa

SR RPN o deph ek

‘Siho-Forest Corporatton

.'Name/ Mr David "rsiey —
Title; Chief Firg Clal Officér
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‘party's- feasonable control; but noti I
"Change", the parties-agree-to a
.appropr’ fately and, if’ necessary; G
aadjustments Each party shall be‘exeused from default.or delay in the performance of its:

| e
- [ st

. "Teméls and-conditions

. Except as’otherwise spedificaily pr@\nded ivthe engagement letteror: contract fo which these:
terms and:conditions are attached {collectively, the *Agreement”) the following additiorial
terms and conditions shall apply..As: used herein "EY" refers to the Canadian fiftn of Ernst &
Young LLP. "EY Entitles" means EY,all members ofthe. global Ernst & Young network, Emst
&Youny Global Linilfed, and any of the:r respeetive affillates. (and "EY Entlty" mé&ans any one.
of thém).

r
i
it

1. Semces EY shali exerclse due_p essnonal care and competence in.the performance of'

2. '-Unexpected #vents - If changes. to*f%the ‘'scope or iming 6f any Servigesareé: roduired

bécaiise of a. change i apphcable law or professional standards of.evénts. beyond &
olvmg its fault.or neghgence {any of yehigh, 2
e fees Tor, angd/or timing of, the. Services

t will obtaih Atidit Commiitis approval of such

obligations {other than gayment obﬁgations) uhder-this:Agreement to the-extent: cased by

a Change

. Client data and information - Cileﬁt wdl provide, or cause t6 bie providéd, toEY ina

timely manner complete and accurate data’and infofmation (*Client Data") and: access fa
fesources asthay bereasenably requlred by EY¥ 6 perform the. Services, EY may disclose
Client: Data, including personal. mformatlon, to other.EY Entities-forthe purposes-of {0
rendefing the Setvices, (ii)-fulfilling EY Entitiés® préfessional obhgahons to manage:
conflicts of interest gid to migintain. audxtor independence -and i) smplemen’ung
standardized performarnce: recordmg and documentation systems within the: global Brrist &
Yoiirig ristwork. EY: Entities or their Service prov;ders may- process and. store Client Data,
which may inclide pefsonal mformation outsnde of Gdnada.

4. Confxdentiaixty Subject to the other tefms of this. Agreement, both Client and EY: agrée

that they will také réasonable steps to maintairi the confidentiality of any propnetary or
confidentialinformation of the: other

5, Prwacy Client confirms to EY that 4t has obtained-any consents that'may bg required

under applicable pnvaoy Jegislation: for any oollection, use-or disclosure of parsonal
information that is necessary in orderfor EY to provide the Servies. EY shall adhere to
applicable privaecy legxsiaﬁon when dealmg with personal inforrmation that' was obtained
from Cliént. Persenial information is coﬁected uséed -and discldsed by EY'in accordance:
with EX's privacy -policy, which is aveilable -at hitp:f/www.ey comica.
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8. Auditoroversight- Clienthereby acknowledges that EY may-from.time fo time recéive

- requests or-orders from the: Canadian Public Accountability Board or from professional,

i securitles or: other regulatory origov imeiital duthorifigs that fulfill similaf functions- (both,

in Canada and abroad) to provxde { with information and copies of-documeris in; EY's .

_ ﬁles mciudmg EY's: workmg Papef: othet work-product relating-to- Client's affairs..
3 ] Client consents to EY providing or § uging; ds applicable, these. .documenits and: L

: information without further reference 1o, or. authonty from; Client. Except where proh;bxted
by law, if a fequest-or aider is- drrectly felated foan mspec’uen ormvestlgahon of EY's
audit of Chent EY will advise Client- of the requestor order:

i

When g regulatory authority ;';eg'zﬁé"s_fsf"”ess 46 BY's working papers and-otherwork- .
produet relating fo Cligh affan*s ‘EYiwill, on-a reasonable efforts basis; refuse access to’
1 any documentover which Client. has: pressly informed EY-that: Cllent asserts pnvﬂege
) eXcept where disclogurs of documents isirequired by lawor requested by a-provincial
' Institute/Order of Chartered Accountants pursyantto its statutory authonty Client must
mark any document over which if- asserts privilege as prw;leged arid informEY: of the
grounds:for Client’s assertion of: prlvnege (suth-as whether it ¢laims: solicitor-Client
piivilege or litigation prwilege) k

EY will also-bg requxred to prov{de mformatxen relafing to the fees that-EY colletts from
Client for the provision of aud:t servaces other accounting senicés and riefi-gudit seiices.

7. Interri&tcommiinications -Unless ether\mse agreed with Glient; EY and other EY
*  Entities.may carrespond By means of the lnternet or other: electromc medna or ‘provide-
informiation to Cliént in alectronic. ferm There are mherent risks associated with the ;
alectronictransmission of information: on the. lntemet -ot-gtherwiss. EY-cannigf guardritee
7 thesBcutity and:integrity of any. electremc commu iications. sentor tecsived in‘rélationto:
this engagement and cannot guarantee that frangmissions 6r ofher elecironic mformation
will be free from-infection by viruses. or other forms of malicious software.. :

_} 8. Right to terminaté sefvices - Subje to any.applicable professional standards.and

legisfation, either party may terminate this Agreement, with-or without_cause, by provndmg
wiitten. notice-to the other party. In the event of early tenmnation for, whateverreason,
Client will be fhvoiced for time and expenses iricurred (pi6 the end.of the notice period
together with reasonable time and expenses. incuited to bringthe engagement to a close
in a prompt and orderly manner. EY: shall al§o have the right, Upor 7 days prior rictice, to -
suspend parformance of the Services!in the evernt Clignt fails to pay ‘@ny amount required
to be paid undsr this Agreement. ;

]
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Expenses - Client shall reimburse EY for.all reasonable expenses incurred i connection
with the performancs of the. Setvices. The costs of administrative items such as
telephoria, reséarch material, facsimile, overnight mail, messenger; administative:
support; among. others will be billedito €lierit at 11 5% of EY's fees for professional
services.. Reasonable and customary out-of-pocket-expenses for items such as travel,

. meals, accommodations gn‘.d'-gther.'éxpenﬁ'és-=s_péciﬁcaﬁy refated to this gngagetmentwill -

10.

1.

12,

also be charged. |

Billing and taxes - Bills including expenses will be rendered on a régular bas
assignment progresses. Ageounts are due when refidered: Interest on oy
is caloulated atthe rate noted onthevinvalce cormimeticinig 30-days follgiving;
fhe invoice. The fees, expenses ahid other charges payablg pursuantito fils Agréermerit do

notifclude faxes or duties. All applicable faxes or dutigs, whether preséntly-in forcs of

imposediin the futuie, stall be assumad
fees, expenses and:charges hereunder.

and paid by Cliént Without déduction ffom the

'GbVérniﬁg»law-'e'Tb"ls’__b;'greement shall be-governed by and constried jn accordance. with
the lawé:of thie Provinge of Ofitario’and the:laws:of Canada gpplicable therein, witheut.
regard to prineiplés.of confilets:of law. The partiss héreby frrevecably and unconditionally

Submit @nd attom o the ekclusive jurisdiction of the coutts of the Proviinee of Ontarlo in
¢onnbebtion with any displts, claim 6r other inatter-arising -out.of or relating-to this-
-Agresment orfhied Services:

EY tepiotts - EY rétaing all copyrighit-and othér intellectiial property:tighits in.everything
créated by EY before or during fhe:course-of an.ehgagement, including all EY reports;
.advice of other EY commurications of any-kind {'EY Reports®)-and all methodolegies,
tools, systems, software and working papersoreated by EY: Any EY Reports-areintended

solely-for the purpose described i the engagement letter or contract to:which these terins

and:conditions.are attached. Except as otherwise specifically agreed I sush engagsment

letter or contract Glient shalt not referie EY or reproducs, quote:or fefer to any EY Report
{or. any portioh, summary. or abstract thereof) in-any document filed or'distributed ify .

corinection with () ‘a purchase or sale of sealrities of (i) continuous disglosure obligations
under applicable securities laws, EY, assumes rio duty, obligation or tesponsibility
whatsoever ta any third parties that obtain dccess-to ah EY Report (i.e: parties ther than
those to'whorn aif EY Repoit s addressed): Any sérvices or procedutes performed:for
Glient:will not be planned or conducted iy in conternplation of reliance by third parties {iiy
with respect to:anly specific fransactjons cohtemplated by third parties. or (iil) with respect.
to-the inferests or reguiréiments ofthird parties. Client may not rely on any draft EY.
Report. '

o
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13; Limrtatron ef ﬁabillty To the fui!est extent permrtted by !aw and regardless of whether

Y

@

Sgar :
persons responsrble andlor ﬁable for. such ioss and damage
m Bo event shall sither party be !iahle to the offier fof any consequennai mcxdental

L T o i g T Yot ] ‘Aavnn diy Ll Fibe

iveer cpcuxa! Asnages \luuxudlng ioss Cf Sfﬁdt\:, uata, buSmGSS k<ig

-goouw sonneotion with the performance of the'Services orotherwise under this. -
Agreemetit, even:if the rélevant party has been-advised of the likelihood of sugh
-damageS'end . i

nany case the {otal aggregatel bility of EY arising-out of or relating to this
Agréament b thé Services shall b limited to the.greater of §) the total fees paidto :

- EY for the Servicés and (i) $1, G@O 000. This paragraph (¢} shall net limitdiabllity for
death, bodily injury, phiysical damage ‘to tangible property; fraud orwilfal mrsconduct. :

Fortlie purpbses-of thiis segtion (“Limrtatren of Liability”), the: term EY includes alf gtherEY:
Entifies: ana‘.any Sfibcotitractors, meémbérs, shareholders, directors, officers, managers; . -
partrers-or efriployées of EY or any- o’rher EY Entity. ;

'14,-Global resources EY may use the semces of personnel from other EY Entmes to ass:st

or rigt. perfarmed inwhole or part, by Y any- other EY Entrty, or any subcontractor or
personnel of-any EY Entity. Client and its affiliates or other persons er. entities for or in
respect of which any of the Services are provrded shafl havens recourse, and shail Bring
ho-claim {whisther in-contraet, fort; 'or bherwise) againstany EY Entify other than EY, or
against any subeontractors, members shareholders; drrectors, officers, managers,
partners.or employees of EY orany other EY Entity; or ghy of their: respective assets, in. |

¢onnection with the performance of the Services or otherwise undef the. Agreement Other.

EY Entities and any subcornitractors, members shareholders, directors, officérs,
managers, pariners or emp!oyees of EY or any other EY Entity shall have the express
‘benefit of this section arid shall have the nght fo. rely o1 and ‘enforce any of its teims.

10
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Je

shall not apply fo. the sitent prohibited by-applicable law orregulation (including for these
PUTPOSES appl:cable rulgs and interpretations-of the US. Securities-dnd Exchande:
Corimission relating'to auditor . independence and any appllcable rules or guidance fronia
prevmmal Institute/Ofder of Chartered Agcountants having jurigdiction)..

16: Sp" (:xtatlon and hlrlng of EY personnel~ EY's mdependence could be comprorhised if

el Without the'prior wiitten consent-of EY, Gliént
o posmen on its Board of Dirgttors; not hire; any
al: employee of any cf EY any afﬁl;ate theremf or

by Cllent‘s ﬁrst such ﬁnancxal state:ﬁents)., or-in the 12 menihs preceding that date,

17. Severablktyf In thegverit any prowslen of this Agreement is: determined to-be Invalid;

lllegal oF unenforceable, inrwhole-orir pari gtich provision shall be desmed severed from’
Hhis: Agreement o the exient’ requnregl and'the remainder of this Agreement shall remain’in
full ferce and effect:

18: LEQal prcceedlngs - Iri the. everit EY is rétjuested by Clientior Is required by govemment

regulation, subpoena, or other legalprocessto produce: documents or personnelas

withgséses with respettto thé engagementfor Client, and provided that. EY fsripta party to.

the legal pracegdings, Client shall reimburse EY for prefessnanal tinie and expenses, as’
well as the faes and expenses of- counsel incurred in respending to:such reguests,

18, LLP: statiis EY Is aifegistered llmlted liability partnershxp ("LLP™ gontinued uhder: thie-

{aws of ihié provinceof Ontarie and i is registered as-ari extra-provinsial LLP i Quebig; ,and
otfigr-Canadian provinces. Generally, a partnerdf an P hasa degree of limited llablllty
protectiof In: that he or she’is not personally ilable for any debis; obltgallons or ligbilities of
the LLP that'arise from-the negligente of another: partner orany person. ufider that
partnets direct supervision or coritral. As an LLP, EVYis reduired to mdintdin certaity
insurance. EY's:insurance exceads the mandatory’ professional liability insurance
requirements established by any provifigial Institute/Order of Chartered-Accountants..

11
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i
\ 20: Miscellaneous - EY-shall provide all Services-asg an mdependent contrattorand nothing
| sshall b Goristriled to-gréateé a partnershlp, joint Ventira or gthef relationship between EY
and Client, Neither party shall have rright, power or: authority-to obligate or: bmd the.
othef in any manner, This Agreement shall nét be modified except by written agreement
signed by the parties. This Agreemen may hotbe assighedinwhole or in part by Clierit
, without EY's- prior wriften cansent not'fo be:unreasonably withheld. Any terms and
} provisions.of this Agreement thatb hieirnature operate:beyond, the fermi expiry of this
Agreeirient:shall'survive the terthination or: expiry of this Agreement, Tniel !

lithitation those prov hs héaded Client Data & 1nforma’tlon Conf dentlallty, Aud:tor
] Oversxgh{ imitation: of Lnabillty.,. Slobal R icitation:

)

any subcontractors. members share, _managers partners or

employées of EY or any other EY. Entity: ; ent édn titites the entire agreement
hetween the parties relatmg fo its-subject matter and supersedes all.grier representations,
negotiations and uhderstandings:
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November 17, 2009

Mr. James Hyde

Chair of the Audit Committee
Sino-Forest Corporation

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

i Re: Short Form Prospectus

This will confirm the e'ngagement of Ermnst & Young LLP (“we” or "EY”) to perform services in
respect of the prospectus for Sino-Forest Corporation (the "Company”). Our partner, Linda
i Zhu, will have primary responsibility for this engagement.

Management of the Company and the underwriter bear the primary responsibility to ensure
the prospectus contains no misrepresentations. Our procedures with respect to this
engagement will be performed in accordance with our professicnal standards as set out in
CICA Section 7110 — Auditor Involvement with Offering Documents of Public and Private
Entities, and other requirements as set out héreunder. These procedures are designed to
enable us to issue our consent o 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 Canadian securities laws, the comparative annual financial statements for the

r‘] most recently completed financial year are incorporated by reference in the prospectus.

L We have audited the balance sheets of the Company as at December 31, 2008 and 2007,
e and the statements of income and retained earnings, comprehensive income and cash flows
41 for the years then ended. Our report to the shareholders on the comparative annual financial
2 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
Company, to be filed by the Company under the Securities Acts of British Columbia, Alberta,
Saskatchewan, Manitoba, Ontario, New Brunswick, Nova Scotia, Prince Edward Isiand,
Quebec and Newfoundland and Labrador (the “Acts”).

In 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
comprised of limited enquiry and review procedures designed to provide assurance that
management has identified events arising after the date of the auditors’ report in the
prospectus that may require an adjustment to, or disclosure in, the audited financial

PY— :’.~\:n:l Fuird & oo sttt \FEB ‘ ZB“]
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statements or other information in the prospectus 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 financial statements

Pursuant to Canadian securities laws, comparative interim financial statements for the most
recently completed financial period are incorporated by reference in the prospectus. In order

to consent to 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
Companly's interim financial statements for the three and nine months ended September 30,
2009 and 2008 and any other interim financial statements that may be issued and
incorporated by reference in the prospectus. 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. In order

for the interim financial statements for the three and nine months period ended September 30,
2009 and 2008 to be incorporated by reference in the 'short form prospectus, we will have to
complete additional subsequent event review procedures. o ) :

The period covered by the interim financial information is specified by securities legislation. If
the final prospectus is delayed, it may be necessary to- update the interim financial
statements. If 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
not necessarily reveal matters requiring adjustments to or disclosures 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 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. ‘ )

If 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.

If 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.

EY-HC-2009-000342



EY-HC-2009-000341/3

#43

® ’”H“,'““”““”““mmm”n”mw"'QERNST&YOUNG

= Other information in the prospectus

In 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
_k financial statements and our audit or review thereof, we will perform procedures to determine

1 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
Ei Section 7500.

If we become aware of information that, although not inconsistent with the financial

statements, appears to constitute a misrepresentation when reading the prospectus, we will
:1 discuss the matter with management or with the Company's legal counsel, with the consent of
i management. We may wish to receive written confirmation from legal counsel of their view on

the matter. in the 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.

Communications required by securities commissions and other parties
’ We are required by provincial securities legislation to issue the following letters:
j Upon filing the preliminary prospectus:
() = Anunsigned comfort letter addressed to the Directors of the Company and the

underwriter expressing _assurancés with respect to specified financial
information included in the prospectus; .

o

Upon filing the final prospectus: .

(i) Consent letters addressed to the securities commissions and the underwriter,
in which we give our consent to the use of our report in the prospectus;

e

pil

(if) 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.

EY-HC-2009-000343
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Auditor assistance to the underwriter

e

As indicated above, in connection with the proposed offering of securities, we understand that
the underwriting agreement will provide that we perform certain procedures for the purpose of
E 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 incorporated by
reference in the prospectus, and set out the procedures performed at the underwriter's
E request and the results of performing those procedures.. In addition, we understand that the
{ underwriter may request that we attend a meeting (the “due diligence meeting”) at which the
underwriter and the underwriter'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
I experienced underwriter and will be carrying out other procedures it deems appropriate to
By obtain whatever information it believes is necessary to complete its investigation of the
financial affairs of the Company.- Our audits of the Company's financial statements referred to
] above were not carried out for the purpose of such investigation, and our auditors’ reports, our
} comfort letter, and the 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. We 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 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.

g

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 opinion on the financial
statements referred 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
of the questions that the underwriter and the underwriter's 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 could affect the outcome of the proposed offering of securities. At due
diligence meetings we will not respond to underwriters’ questions dealing with matters that are
generally management's 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, we shall attempt to perform all of the requested procedures and answer all questions
asked at the due diligence meeting.

il

—

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 diligence meeting result in termination of, or
change in, the proposed securities offering or in misuse of any confidential information
discussed at the meeting. You also acknowledge that you have requested us to cooperate in

U ety

L i '\u__imy '
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every way with the underwriter and the underwriter's legal counsel, by performing the
requested procedures and by answering any questions they may ask in the due diligence

mesting.
You also agree to indemnify and hold hamless all members of the engagement team and
& Emst & Young LLP from any claim by the underwriter and the underwriter's legal counsel, or

any other third party, that arises as a result of our comfort letter or our attendance-at the due
diligence meeting and our responses to questions asked at such meeting.

l,. We shall advise the underwriter that information acquired by them in our comfort letter or as a
B result of our responses to their questions at the due diligence meeting is confidential and is to

be used only in connection with the securities offering referred to above. In addition, we will
_ l notify 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. Payment
in full should be made within 30 days of the date each billing is received. Hourly rates for our

i\ professionals for this engagement, in Canadian dollars, are set out below. All fees and rates
' ?‘J _. quoted excluded applicable taxes. Direct out-of-pocket expenses will be invoiced to you at our
= cost.
§ Levsl C Hourly rate
" Partner : : $650
' Senior Manager . | $450
: Manager _ ' h $350
Senior - $225
Staff : T $150

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 estimated fees are based, we may adjust
our fees and planned completion dates.

S

We very much appreciate the opportunity to provide services to the Company in respect of the
prospectus and would be pleased {o 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.

it " PRERITTS

e,__u__u.p u,r. P
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Short Form Prospectus:

P

Additlonal. terms and conditions are altached and form an integral part of this-engagement
leﬂer they govern our respeclive rlghks and obllgations arising out of this engagement.

“T'o canfirm thesd arrangerents as outl!ned are:dn acgordance with your requiremants andare
acreptablp, please:sign ong copy of this ietterin the" spdce. provlded and return-it to ys

oapmmr

Yours very tr-_Uly;

Adfeed: o
} “Slo-F ot Coiporafion

e Barsiey”

’-,__\- e . / o '- a -
h. *rme-_,,-_mef-prna;ar Officer:

. s et bean e [

EY-HC-2009-000346



e

EY-HC-2009-000341/7

} ;H.”‘""'
i “”““lH”““”mN”lll”“’”'”_ 5] ERNST& YOUNG

Terms and conditions

Except as otherwise specifically provided in the engagement letter or contract to which these

terms and conditions are attached (collectively, the "Agreement’) the following additional

T terms and conditions shall apply. As used herein "EY" refers to the Canadian firm of Ernst &
3‘ 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

;j of them).
1. Services - EY shall exercise due professional care and competence in the performance of

g
N

the services provided pursuant to this Agreement (the "Services").

. Unexpected events - If changes to the scope or timing of any Services are required

because of a change in applicable law or professional standards or events beyond a
party's reasonable control, but not involving its fault or negligence (any of which, a
“Change"), the parties agree to adjust the fees for, and/or timing of, the Services
appropriately and, if necessary, Client will 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.

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, (i) fulfilling EY Entities’ professional obligations to manage
conflicts of interest and to maintain auditor independence and (i) implementing
standardized performance recording and documentation systems within the global Ernst &
Young network. EY Entities or their service providers may process and store Client Data,
which may include personal infornation, outside of Canada.

. 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.

. Privacy - Client confirms to EY that it has obtained any consents that may be required

under applicable privacy legislation for any collection, use or disclosure of personal
information that is necessary in order for EY to provide the Services. EY shall adhere to
applicable privacy legisiation when dealing with personal information that was obtained
from Client. Persona! information is collected, used and disclosed by EY in accordance
with EY's privacy policy, which is available at hitp://iwww.ey.com/ca.

EY-HC-2009-000347
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. 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) ta provide them with information and copies of documents in EY's

files including EY's working papers, and other work-product relating to Client's affairs.
Client consents to EY providing or producing, as applicable, these documents and
information without further reference to, or authority from, Client. Except where prohibited
by law, if a request or order is directly related to an inspection or investigation of EY's
audit of Client, EY will advise Client of the request or order.

When a regulatory authority requests access to EY's working papers and other work-
product relating to Client's affairs, EY will, on a reasonable efforts basis, refuse access to
any document over which Client has expressly informed EY that Client asserts privilege,
except where disclosure of documents is required by law or requested by a provincial
Institute/Order of Chartered Accountants pursuant to its statutory authority. Client must
mark any document over which it asserts privilege as privileged and inform EY of the
grounds for Client's assertion of pnwlege (such as whether it claims solicitor-Client
privilege or litigation privilege).

EY will also be required to provide information relating to the fees thai EY collects from
Client for the provision of audit services, other accounting services and non-audit services.

. Internet communications - Unless otherwise agreed with Client, EY and other EY -

Entities may correspond. by means of the Internet or other electronic media or provide
information to Client in electronic form. There are inherent risks associated with the
electronic transmission of information on the Internet or otherwise. EY cannot guarantee
the security and integrity of any electronic communications sent or received in relation to
this engagement and cannot guarantee that transmissions or other electronic information
will be free from infection by viruses or other forms of malicious software.

. Right to terminate services - Subject to any applicable professional standards and

legislation, either party may terminate this Agreement, with or without cause, by providing
written notice to the other party. In the event of early termination, for whatever reason,
Client will be invoiced for time and expenses incurred up to the end of the notice period
together with reasonable time and expenses incurred to bring the engagement to a close
in a prompt and orderly manner. EY shall also have the right, upon 7 days prior notice, to
suspend performance of the Services in the event Client fails to pay any amount required
to be paid under this Agreement.

EY-HC-2009-000348



v

R

»

BNERE

L [ETHCIEE Lt T g ey e ey

10.

11.

12.

EY-HC-2009-000341/9

~® ‘Hl‘l““““m““]llll“””H””"”WEE#NST&YOUNG

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, ovemight mail, messenger, administrative
support, among others will be billed to Client at 11.5% of EY's fees for professional
services. Reasonable and customary out-of-pocket expenses for items such as travel,
meals, accommodations and other expenses specifically related to this engagement will
also be charged. - ' :

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 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.

Governing law - This Agreement shall be governed by and construed in accordance with

the laws of the Province of Ontario and the laws of Canada applicable therein, without

regard to principles of conflicts of law. The parties hereby irrevecably 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. :

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 methodolegies,
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 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 portion, summary or abstract thereof) in any document filed or distributed in
connection with (i) a purchase or sale of securities or (i) continuous disclosure obligations
under applicable securities laws. EY assumes no duty, obligation or fesponsibility
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 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.

EY-HC-2009-000349
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13, Limitation of liability - To the fullest extent permitted by law and regardiess of whether

14.

15.

such liability is based on breach of contract, tort (including 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 ho 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 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.

Global resources - EY may use the services of personnel from other EY Entities to assist’

it in providing the Services. EY shall be solely responsible for the performance of the
Services and all of the other liabilities and obligations of EY under this Agreement whether
or not performed, in whole or part, by EY, any other EY Entity, or any subcontractor or
personnel of any EY Entity. Client and its affiliates or other persons or entities for or in
respect of which any of the Services are provided shall 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,
partners or employees of EY or any other EY Entity, or any of their respective assets, in
connection with the performance of the Services or otherwise under the Agreement. Other
EY Enfites 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.

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 Institute/Order of Chartered Accountants having jurisdiction).

10
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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
Ri 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

T any other EY Entity, if such partner or professional employee has been involved in the
S 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
f such financial statements, since the beginning of the most recent fiscal year to be covered
) by Client's first such financial statements), or in the 12 months preceding that date.

17. Severability - In the event any provision of this Agreement is determined to be invalid,

' ‘ itegal or unenforceable, in whole or in part, such provision shall be deemed severed from

b this Agreement to the extent required and the remainder of this Agreement shall remain in
full force and effect.

j 18. Legal proceedings - In the event EY is requested by Client or is required by government

regulation, subpoena, or other legal process to produce documents or personnel as
witnesses with respect to the engagement for Client, and provided that EY is not a party to
the legal proceedings, Client shall reimburse EY for professional time and expenses,’as .
well as the fees and expenses of counsel, 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 Institute/Order of Chartered Accountants.

[
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shall be construed to create a partnership, joint venture or other relationship between EY

and Client. Neither party shall have the right, power or authority to obligate or bind the

other in any manner. 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
I 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, 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
Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and
any subcontractors, members, shareholders, directors, officers, managers,. partners or
employees of EY or any other EY Entity. This Agreement constitutes the entire agreement
between the parties relating to its subject matter and supersedes all prior representations,
negotiations and understandings.

’l 20. Miscellaneous - EY shall provide all Services as an independent contractor and nothing
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November 17, 2009

] - Mr. James Hyde
Chair of the Audit Committee

Y Sino-Forest Corporation

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

( Re: Offering Memorandum

This will confirm the engagement of Emnst & Young LLP ("we” or “EY") to perform services in resﬁect
of the offering memorandum for convertible senior notes of Sino-Forest Corporation (the
' "Company"). Our partner, Linda Zhu, will have primary responsibility for this engagement,

Management of the Company and the underwriter bear the primary responsibility to ensure the
offering memorandum contains no misrepresentations. Our procedures with respect to this
engagement will be performed in accordance with our professional standards as set out in CICA
Section 7110 — Auditor Involvement with Offering Documents of Public and Private Entities, and
other requirements as set out hereunder. These procedures are designed to enable us toissue our
consent to the use of our auditors’ report to demonstrate to readers that we have been involved with
the offering document.

[P S
e b I

Audited financial 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 December 31, 2008 was dated March 13, 2009 and is to be incorporated by reference in
the offering memorandum relating to the offering and issue of convertible senior notes of the
Company. Our report to the directors of the company on the 2007 financial statements dated March
12, 2008 except as to notes 2, 18 and 23 which are as of July 17, 2008 will also be incorporated by
reference in the offering memorandum, to be filed by the Company under the securities legislations
of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New Brunswick, Nova Scotia, Prince
Edward Island and Newfoundland and Labrador. '

In 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
1 and final offering memorandum and the closing of the offering. This work is expected to be
ﬁ comprised of limited enquiry and review procedures designed to provide assurance that
management has identified events arising after the date of the auditors’ report in the offering
memorandum that may require an adjustment to, or disclosure in, the audited financial statements or
1 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 legal counsel and obtain
representations from management similar to those we customarily receivk as part of our annual
audit.

3k & Tl & Saing Ymt be s FEB 1 D 201“
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Unaudited interim financial statements

Comparative interim financial statements for the most recently completed financial period are
incorporated by reference in the offering memorandum. In order to consent to the use of our auditors’
report in the offering memorandum described above, our professional standards require that we
carry out certain procedures including a review of the Company's interim financial statements for the
three and nine months ended September 30, 2009 and 2008 and any other interim financial
statements that may be issued and 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. In order for the interim financial statements for the three and nine months period ended
September 30, 2009 and 2008 to be incorporated by reference in the offering memorandum, we will
l have to complete additional subsequent event review procedures. :

P "

if the final offering memorandum is delayed, the company may determine that it is necessary to
update the interim financial statements. If such is the case, then we would have to perform additional
review procedures on the updated unaudited interim financial statements.

v.‘,

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 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. :

If 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.

If as a result of our work we are required to express a feservation 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 Information in the offering memorandum

In addition to financial statements, the offering memorandum 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 offering memorandum in accordance with the guidance in CICA Section 7500.

i

If we become aware of information that, although not inconsistent with the financial 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 management.
We may wish to receive written confirmation from legal counsel of their view on the matter. In the

EY-HC-2009-000366
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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.

Communications required by other parties
Upon the request of the underwriter, we will issue the following letters:
Upon filing the preliminary offering memorandum:

. 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 offering memorandum. :

Upon filing the final 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. Co

Upen closing of the offering:

. An updated comfort letter addressed to the Directors of the Company and the underwriter.

EY-HC-2009-000367
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K 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 memorandum, and set out the procedures
performed at the underwriter's request and the results of performing those procedures.

'l We will provide a comfort letter to the underwriter which we will prepare in accordance with the
guidance contained in CICA 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 comfort 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 the practicality and éffectiveness of the requested procedures in providing the desired comfort,

j 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 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 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 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, or change in, the proposed convertible senior notes offering. You also acknowledge
- that you have requested us to cooperate in every way with the underwriter and the underwriter's
i 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 by the underwriter and the underwriter's legal counsel, or any other third
party, that arises as a result of our comfort ietter.
We shall advise the underwriter that information acquired by them in our comfort letter is confidential
and is to be used only in connection with the convertible senior notes offering referred to above.
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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.. '

Level Hourly rate
Partner $650
Senior Manager $450
Manager $350
Senior $225
Staff - %150

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 estimated fees are based, we may adjust our fees and planned completion dates.

We very much appreciate the opportunity to provide services to the Companiy 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 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.

EY-HC-2009-000369
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International Exempt Offering Memorahdum

To tonfirm these.arrangemerits a5 outlined are in sécordance with youst réquirgments and are
) acceptable, please sign one copy of this:letler in the space provided and retumit to us..
Yours vary truly,

‘Chéttersd-Accointants:

g ‘Slfig-Forést Carporation
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Terms and Conditions

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

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

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

’i obtain Audit Committee approval of such adjustments. Each party shall be excused from default

) ' 2. Unexpected events - If changes to the scope or timing of any Services are required because of
J

i 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 ina 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 (jii) 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.

]
3

5. Privacy - Client confirms to EY that it has obtained any consents that may be required under
applicable privacy legislation for any collection, use or disclosure of personal information that is
necessary in order for EY to provide the Services. EY shall adhere to applicable privacy
legislation when dealing with personal information that was obtained from Client. Personal
information 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 professional, securities or other
regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to
provide them with information and copies of documents in EY's files including EY's working
papers, and other work-product relating to Client's affairs. Client consents to EY providing or
producing, as applicable, these documents and information without further reference to, or

. 5 L T
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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 advise Client of the request or order.

When a regulatory authority requests access to EY's working papers and other work-product
relating to Client's affairs, EY will, on a reasonable efforts basis, refuse access to any document
over which Client has expressly informed EY that Client asserts privilege, except where
disclosure of documents is required by law or requested by a provincial Institute/Order of
Chartered Accountants pursuant to its statutory authority. Client must mark any document over
which it asserts privilege as privileged and inform EY of the grounds for Client's assertion of
privilege (such as whether it 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.

Internet communications - Unless otherwise agreed with Client, EY and other EY Entities may
correspond by means of the Internet or othér electronic media or provide information to Client in
electronic form. There are inherent risks associated with the electronic transmission of
information on the Internet or otherwise. EY cannot guarantee the security and integrity of any
electronic communications sent or received in relation to this engagement and cannot guarantee
that transmissions or other electronic information will be free from infection by viruses or other
forms of malicious software.

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 -

10.

the other party. In the event of early termination, for whatever reason, Client will be invoiced for
time and expenses incurred up to the end of the notice period together with reasonable time and
expenses incurred to bring the engagement to a close in a prompt and orderly manner. EY shall

"also have the right, upon 7 days prior notice, to suspend performance of the Services in the

event Client fails to pay any amount required to be paid under this Agreement.

Expenses - Client shall reimburse EY for all reasonable expenses incurred in connection with
the performance of the Services. The costs of administrative items such as 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.

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
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.

EY-HC-2009-000372
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b 11. Governing law - This Agreement shall be governed by and construed in accordance with the
I 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 unconditionaily 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. 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

1 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
K ~ otherwise specifically agreed in such engagement letter or contract Client shall not refer to EY or
i " reproduce, quote or refer to any EY Report (or any portion, summary or abstract thereof) in any
B 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 (i) with respect to any specific transactions contemplated by third parties or jii) 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 is based on breach of contract, tort (including neghgence), breach of statute, strict liability,
failure of essential purpose or otherwise,

-
K

(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 fauit 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

AL e

(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, 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
1 Enfities and any subcontractors, members, shareholders, directors, officers, managers, partners
3 or employees of EY or any other EY Entity. .

EY-HC-2009-000373
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14. Global resources - EY may use the services of personnel! from other EY Entities to assist it in

15.

186.

17.

18.

19.

providing the Services. EY shall be solely responsible for the performance of the Services and all .
of the other liabilities and obligations of EY under this Agreement whether or not performed, in
whole or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity.
Client and its affiliates or other persons or entities for or in respect of which any of the Services
are provided shall 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, partners or employees of EY or any other EY Entity,
or any of their respective assets, in connection with the performance of the Services or otherwise
under the 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.

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 Institute/Order of
Chartered Accountants having jurisdiction).

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 emiployment or for a position on its Board of Directors, nor hire, any current or former partner
or professional employee of any of EY, any affiliate thereof or any other EY Entity, if such partner
or professional employee has been involved in the performance of any audit, review, attest or
assurance service for or relating to Client at any time since the date of filing of Client's most
recent financial statements with the relevant securities regulator(s) or stock exchange(s) (or, if
Client has not previously filed such financial statements, since the beginning of the most recent
fiscal year to be covered by Client's first such financial statements), or in the 12 months
preceding that date. '

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

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

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

EY-HC-2009-000374
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Institute/Order of Chartered Accogntants.

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.
] 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 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,
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 Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and
~any subcontractors, members, shareholders, directors, officers, managers, partners or
employees of EY or any other EY Entity. This Agreement constitutes the entire agreement
between the parties relating to its subject matter and supersedes all prior representations,
negotiations and understandings.
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1 November 17, 2009

Mr. James Hyde

Chair of the Audit Committee
Sino-Forest Corporation

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

Re: International Exempt Offering Memorandum (“Offering Memorandum”)

f

This will confirm the engagement of Ernst & Young LLP (“we” or “EY?) to perform services in
respect of the Offering Memorandum for Sino-Forest Corporation (the “Company”) for the
purposes of the international offering of common shares outside of Canada (the “Offering
Memorandum”). Our partner, Linda Zhu, will have primary responsibility for this engagement.

- L ;. 'E

Management of the Company and the underwriter bear the primary responsibility to ensure
£ the Offering Memorandum contains no misrepresentations. Our procedures with respect to
A this engagement will be performed in accordance with our professional standards as set out in

- CICA Section 7110 — Auditor Involvement with Offering Documents of Public and Private
_ Entities, and other requirements as set out hereunder. 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 Offering Memorandum. Our consent is to be included in
the Offering Memorandum.

Audited financial statements

We have audited the balance sheets of the Company as at December 31, 2008 and 2007,
gl and the statements of income and retained earnings, comprehensive income and cash flows

o 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 Offering Memorandum. Our report to the directors of the
company on the 2007 financial statements dated March 12, 2008 except as to notes 2, 18 and
23 which are as of July 17, 2008 wili also be incorporated by reference in the Offering
Memorandum.

in order to provide 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 identified events arising after the date of
the auditors’ reports in the Offering Memorandum that may require an adjustment to, or
disclosure in, the audited financial statements orsther information in the Offering

3 tiracpee el Eaned :~'-.-:u:;:c:v.v.»;i=_s<=~‘xl
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Memorandum that is derived from such financial statements. We are also required to updéte
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

Comparative interim financial statements for the most recently completed financial period are
incorporated by reference in the Offering Memorandum. In order to consent to the use of our
auditors’ report in the Offering Memorandum described above, our professional standards
require that we carry out certain procedures including a review of the Company’s interim
- financial statements for the three and nine months ended September 30, 2009 and 2008 and
J any other interim financial statements that may be issued and incorporated by reference in the
-d 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
j thereon to the audit committee of Sino-Forest Corporation. In order for the interim financial
1 statements for the three and nine months period ended September 30, 2009 and 2008 to be
incorporated by reference in the Offering Memorandum, we will have to complete additional

subsequent event review procedures.

4 .—- 4.\5,

_ % K If the final Offering Memorandum is delayed, the company may determine that it is necessary
) " to update the interim financial statements. If such is the case, then we would have to perform
o S 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 interim financial
_J 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
”X on the interim financial statements. '

If 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
: 3 principles, we will inform you and discuss what further action is required.

. if 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.
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}} Other information in the Offering Memorandum
— In addition to financial statements, the Offering Memorandum 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 Offering Memorandum in
accordance with the guidance in CICA Section 7500.

21

If we become aware of information that, although not inconsistent with the financial
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 management. We may wish to receive written confirmation from
legal counsel of their view on the matter. In the 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.

N

ae)

Communications required by other parties

™ Upon the request of the underwriter, we will issue the following letters:
4 Upon filing the preliminary prospectus:

: 0] 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 Offering Memorandum;
Upon filing the final prospectus:

(i) Consent letters addressed to the underwriter, in which we give our consent to
the use of our report in the Offering Memorandum;

(ii 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 prospectus:

0] An updated comnfort letter addressed to the Directors of the Company and the
underwriter.
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N]j Auditor assistance to the underwriter

3y 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
Memorandum, and set out the procedures performed at the underwriter's request and the
results of performing those procedures.

: i
I L

the guidance contained in CICA 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 comfort 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 the practicality and effectiveness of the
requested procedures in providing the desired comfort.

1 We will provide a comfort letter to the underwriter which we will prepare in accordance with

; l 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 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 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 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 results of our procedures result

i in termination of, or change in, the proposed securities offering. You also acknowledge that

i you have requested us to cooperate in every way with the underwriter and the underwriter'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 by the underwriter and the underwriter'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
confidential and is to be used only in connection with the securities offering referred to above.

ar !
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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.

Level Hourly rate
Partner $650
Senior Manager $450
Manager $350
Senior $225
Staff $150

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 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 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.
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Offering Memorandurr

To confirm-these -arrangements: as duflined are: In adcorddnce - with your requiremients and.an
adceptable, pleasé sign one copy of this letter in thé space: provided anit réturn-if fo us.

Agreed:
Sino-Forest Corporation

7

by ' Tk
Name: ¥r ‘é\/ﬁ Hors|
Title: fef Fmancl ff cer

[ have the aulhority tq:bin,,dj the Company.

Yours-very truly,

Chartérgd-Accountants

g ,[&) P A/ ;/

hei|Mr, Jamié Hyde
§e halr of the -Audit Committee
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Terms and conditions

Except as otherwise specifically provided in the engagement letter or contract to which these
terms and conditions are attached (collectively, the "Agreement”) the following additional
terms and conditions shall apply. As used herein "EY" refers to the Canadian firm of Ernst &
Young LLP. "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").

Unexpected events - If changes to the scope or timing of any Services are required
because of a change in applicable law or professional standards or events beyond a
party's reasonable control, but not involving its fault or negligence (any of which, a
"Change"), the parties agree to adjust the fees for, and/or timing of, the Services
appropriately and, if necessary, Client will 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.

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, (i) 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 service providers may process and store Client Data,
which may include personal information, outside of Canada.

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.

Privacy - Client confirms to EY that it has obtained any consents that may be required
under applicable privacy legislation for any collection, use or disclosure of personal
information that is necessary in order for EY to provide the Services. EY shall adhere to
applicable privacy legislation when dealing with personal information that was obtained
from Client. Personal information is collected, used and disclosed by EY in accordance
with 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 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 basis, refuse access to
any document over which Client has expressly informed EY that Client asserts privilege,
except where disclosure of documents is required by law or requested by a provincial
Institute/Order of Chartered Accountants pursuant to its statutory authority. Client must
mark any document over which it asserts privilege as privileged and inform EY of the
grounds for Client's assertion of privilege (such as whether it 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.

7. Internet communications - Unless otherwise agreed with Client, EY and other EY
Entities may correspond by means of the Internet or other electronic media or provide
information to Client in electronic form. There are inherent risks associated with the
electronic transmission of information on the Internet or otherwise. EY cannot guarantee
the security and integrity of any electronic communications sent or received in relation to
this engagement and cannot guarantee that transmissions or other electronic information
will be free from infection by viruses or other forms of malicious software.

8. Right to terminate services - Subject to any applicable professional standards and
legislation, either party may terminate this Agreement, with or without cause, by providing
written notice to the other party. In the event of early termination, for whatever reason,
Client will be invoiced for time and expenses incurred up to the end of the notice period
together with reasonable time and expenses incurred to bring the engagement to a close
in a prompt and orderly manner. EY shall also have the right, upon 7 days prior notice, to
suspend performance of the Services in the event Client fails to pay any amount required
to be paid under this Agreement.
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9. 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 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. Governing law - This Agreement shall be governed by and construed in accordance with
the laws of the Province of Ontario and the laws of Canada applicable therein, without
regard to principles of conflicts of law. The parties hereby irrevocably and unconditionally
submit and 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. 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 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 portion, summary or abstract thereof) in any document filed or distributed in
connection with (i) a purchase or sale of securities or (i) 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 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 liability - To the fullest extent permitted by law and regardiess of whether

14.

15.

such liability is based on breach of contract, tort (including 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) 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,
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.

Global resources - EY may use the services of personnel from other EY Entities to assist
it in providing the Services. EY shall be solely responsible for the performance of the
Services and all of the other liabilities and obligations of EY under this Agreement whether
or not performed, in whole or part, by EY, any other EY Entity, or any subcontiractor or
personnel of any EY Entity. Client and its affiliates or other persons or entities for or in
respect of which any of the Services are provided shall have no recourse, and shall bring
no claim (whether in contract, tort, or otherwise) against any EY Entity other than EY, or
against any subcontractors, members, shareholders, directors, officers, managers,
partners or employees of EY or any other EY Entity, or any of their respective assets, in
connection with the performance of the Services or otherwise under the Agreement. Other
EY Entiies 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.

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 Institute/Order of Chartered Accountants having jurisdiction).

10
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16. Solicitation and hiring of EY personnel - EY's independence could be compromised if

17.

18.

19.

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

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

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

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 Institute/Order of Chartered Accountants.

Lo i
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i 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. 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
) 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
1 limitation those provisions headed Client Data & Information, Confidentiality, Auditor
k 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
f{ the parties and their respective successors and permitted assigns. The provisions of this
i Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and
any subcontractors, members, shareholders, directors, officers, managers, pariners or
employees of EY or any other EY Entity. This Agreement constitutes the entire agreement
between the parties relating to its subject matter and supersedes all prior representations,
negotiations and understandings.

e SR

[RNETERR

i L

T . .

[



September 28, 2010 offering memorandum engagement letter for
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Mr. David Horsley 28 September 2010

Chlef Financlal Officer

Sino-Forest Corporation

90 Burnhamthorpe Rd. W., Suite 1208
Misslssauga, Ontario L5B 3C3

Offering Memorandum

Dear Mr. Horsley:

This wilf confirm the engegement of Ertist & Young LLP ("we” or gy") to perform services In
respect of the Offering Memorandum tor Sivo-Forest Corporatlon (the nCompany™) for the offer to
Isstie $B00,000,000 Guaranteed Senior Kotes due 2017 (the “Senlor Notes™. Our partners, Fred
Clifford and Josephine Man, will have primary responsibliity for this engagement.

Managemant of the Company and the underwriter bear the primary responsibility to ensure the
Offering Memorandum contalns ne misrepresentations. Our procedures with respect to this
angagement will be performed In accordance with our professional standards as set out In CICA
Section 7110 - Auditor Invelvement with Offering Docum ents of Public and Private Enti ties, and
other requlrements as set out hereunder. These procedures are destghed to enable us to Issue our
consent to the use of our auditors' report to demonstrate o readers that we have been Invelved
with the Offering Memorandum. Our consent Is to be included In the Offering Memorandum,

Audited financlal statements

We have audited the balance sheets of the Company as at 31 Decermber 2009, 2008 and 2007,
and the stataments of Income, retalned earnings and cash flows for each of the years then snded.
our reports to the shareholders was datad 1.5 March 2010 on the fihancial statements Tor the
years ended 31 December 2009 and 2008, and 13 March 2009 ot the financiat statements for the
years ended 31 December 2008 and 2007, Bur suditors’ report for the years ended 31 December
2009 and 2008 and for the years ended 31 December 2008 and 2007 are to be incorperated by

reference In the Offering Memorandum,

1 order to previde our consent to the use of our auditors' report in the Offering Mermorandum, It
will be necessary for us te perform stibsaruent events review procsdures with respect to the,
Offering Memorandum and any updates thereof, and the closing of the offering. This work ls
axpected ta be comprised of imited engulry andreview procedures designed to provide assurance
that rmanagement has Identified events arfsing after the date of the auditors’ report in the Offering
Mernorandiim that may require an adjustment to, or disclosure in, the sudited flnanclal statements
or other Information In the Offering Mamorandum that Is derived from such financial statements.
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We are also required to update our communlcations with the Company’s legal counsel and obtain
representatlions from management simllar to those we customarlly recelve as part of our annual

audit,

Unaudited Interim financial statements

Ccomparative interim financlal statements for the most recently completed financial period are
Incorporated by reference In the Offering Memorandum. In order to consent to the use of our
auditors’ report In the Offering Memorandumn described above, our professlonal standards require
that we carry out certain procedures Including a review of the Company's Interim financlal
statements for the three and six month perlods ended 30 June 2010 and 2009 and any other
interlm financlal statements that may be issued and Incorporated by reference In the Offering
Memorandum, We have reviewed the Interim consolidated financial statements for the three and
slx month perlods ended 30 June 2010 and 2009 and provided our report thereon to the audit
committee of the Company. in order for the interim financlal statements for the three and six
month periods endéd 30 June 2010 and 2009 to be incorporated by reference In the Offering
Memorandum, we will have to complete additional subsequent event review procedures.

If the Offering Memorandum I3 de!a?ed, the Company may determine that it Is necessary to update
the Interim financial statements. If such Is the case, then we would have to perform additional
review procedures on the updated unaudited interlm financial statements.

The review procedures we carry out are significantly less extensive than an audlt and would not
necessarily reveal matters requiring adjustments to or disclosures In the interim financial
informatlon. Further, adjustments and disclosures may later be determined to be necessaryas a
result of our subsequent audit of the 2010 financial statements that include such interim petlods.
Accordingly, the review procedures do not result in the expression of an audit opinion on the
interim financial statements. ) :

If Informatlon comes to our attentlon which leads us to question whether the Interim financlal
statements are materlally In error or not [n accordance with generally accepted accounting
principles, we will Inform you and dlscuss what further actlon ls required.

If as a result of our work we are required fo 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 repott on our review thereof to be Inciuded In the Offering

Memorandum.
Other Information in the Offering Mernorandum

In addition to financial statements, the Offering Memorandum includes other financial information
and Information of a non-financial nature, As such other Information may be relevant to the
tinanclal statements and our audlt or review thereof, we witl perform procedures to determine
whether this other financlal and non+financial Irfformation Is consistent with the audited and
unaudited financial statements in the Offering Memorandum in accordance with the guldance in

cica Sectlon 7500.
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if we become aware of Information that, although not Inconslste
appears to constitute a misrepresentation when reading the Offe
the matter with management of with the Company’s legal counse.
management. We
matter, In the event that the apparent inconsistency Is hot resolved t
advlse the Audit Committee and consider whether our consent may be provided.

1, with the consent of

Communications requlred by other partles

Upon the request of the underwriter, we will Issue the following letters:
Upon completion of the Offering Memorandum:

A consent letter addressed to the underwriter,
report in the Offering Memorandum.

. A comfort letter addressed to the Directors of the Company and the underwriter expressing

assurances with respect to speclfied financial information Included or Incorporated by
reference in the Offering Memarandum,

»Upon closing of the offering:

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

Auditor assistance to the underwriter

nt with the flnancial statements,
ring Memorandum, we wil} discuss

3

may wish to receive written confirmation from legal counsel of their view on the
o our satisfaction, we will

in which we give our consent to the use of our

Ve uniderstand thal the underwriter wishes for uste perform certaln procedures for the purpose

of Issulng & cowifort letter to the underw
fetter would make reference to our auditors’ réport and our review o
financlal statements incorporated by reference in the Offering Memorandum,
procedures performed at the underwriter's request and the results of performing those

procedures.

f the unaudited Interim

and set out the

viter relatinig to the ©ffering Memorandum, The comfort

We will provide a comfort letter to the underwriter which we will prepare In sccordance with the

»

the underwriter regarding the offering Memorandum which Is satisfactory to us. We will advise
he underwrlter Is seeking comfort and the procedures they are
g the cormfort

you of the matters on whicht
requesting. As the Company, not the underwriter, wiil bear the cost of preparin

letter, we will discuss with you the practicality and effectiveness of the reques
providing the desired comfort. ’

ntalned In CICA Section 7200, subject to our receipt of @ letter of reprasentation from

ted procedures In
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L In accordance with professional standards, our audit was carrled out solely for the purpose of
provlding uUs With sufficlent approprlate audit evidence o support our oplnion on the financial

v statements referred to above. There is no assurance that the procedures we perform for purposes

{ il address all of the questlonsvthat the underwrlter and the underwriter's

of the comfort letter wi
ouid be aware that there could be sensitlve matters that the

legal counsel may have. You sh

underwriter and the underwriter's legal counsel may ask us to address In the comfort Jetter that
i could affect the outcome of the proposed offering of the convertible senior notes.

i

You acknowledge that we havwe no responsibility te you If the results of our procedures resultin
termination of, of change in, the propesed canvertiple senlor notes offering, You aiso
acknowledge that you have requested us to cooperate In every way wlth the underwriter and the

i e underwrlter's legat counsel, by perferming the requested procedures.

o ~ You also agree to Indemnify and hold harmiess afl members of the engagement team and Erpst &
.‘i Young LLP from any clalm by the underwriter and the underwriter's legal counsel, or any other

third party, that arises as a result of our comfort letter.

em in our comifort jetter is

We shall advise the ynderwriter that informatlion acquired by th
tible senlor notes offering referred

confidentlal and 1s to be used only in connectlon with the conver
= to above. .

1 Fees
Our fees which 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 biliing s received. Hourly rates for
our professionals for this engagement, In Canadlan dollars, are sal out befow. All fees and rotes
quoted exclude applicable taxes. Direct aut-of-pocket expenses will be Invoiced to you at our cost.

(R

] e : Level Hourly rate ,

Partner $650

1 senior Manager $450

: Manager 5350

l Senior $225

' Staff $150 \

he spportunity to provide services to the Company in respect of the

We very much appreciate t
oftering Memorandum and would be pleased e furhish any additional Informatlon you may

request concerning our responsibilitles and functions. Please let us know immediately if you have
any COncerns about the terms of engageriant a3 deseribed in this letter.

ey

RS |

LS
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ntegral part of this engagement letter;

Additional terms and conditlons are attached and form anl
t of this engagement,

they govern our respective rights and ohligations arlsing ou

To confirm these arrangements as outlined are In accordance with your requirements and are
acceptable, please slgn one copy of this letter inthe space provided snd return it to us.

Sincerely,
Prnat: ¥ Yaug Lot

Chartercd Accountnnts
Licensed Public Accountants

tlm#*****#t#*##*ﬁ%i*i**t*#t#*v*ﬁﬂtl

Acknowledged on hehalf of the

Agreed:
Sino-Forest Corporation Company's Audit Committee:

ot Mr. James/Hyde

Grsley
fe: Chair of thé Audit Committee

Name? Mr, David
Titte: Chief F'lr%iai Offlcer

5
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;l General Terms and Conditlons

our relatlonship with you

' ] 1. We are a member of the global network of Ernst & Young firms (“EY Flrms"), each of whichisa
separate legal entity.

" 2. We may subcontract portions of the Services to other EY Flrms, who may deal with you
dlrectly, 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 responsibllities

3. You shall be responsible for your personnel’s compllance with your obligations under this
Agreement,

— e o

o IR

Our reports
4. Youmay not rely on any draft Report.

‘Notice ret Qusbhec

5. From time to Hime, we may have lndividual partners and employees performing the Services
within the Province of Québec who are members of the Ordre des comptables agréés du
Ouébec. Any Individual member of the Ordre des comptables agréés du Québec performing
professional services hereunder assumes full personal civil llablilty arising from the practice of
his or her profession, regardless of his or her status within our partnership. He or she may not
Invoke the Hablilty of our partnership as a ground for excluding or limiting his or her own

. liabifity. The limitations that follow below under the heading "} |mitations” 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 deamed to not be

Included In this Agreement).

BN L —

Limitations

6. You (and any others for whom Services are provided) may not recover from us, in contract or
tort (including negligence), under statute or otherwise, any amount wlth respect to loss of
profit, data or goodwill, or any ottier consequential, incidental, indlrect, punitive or special
damages In connsetion with clalms arlsing out of this Agreement or otherwise relating to the
services, whether or aot the fikelihood af such loss or damage was contemplated.

tort Gncluding negligence), under statute or otherwise, aggregate damages in excess of the
greater of (D the total fees paid to us for the Services and (i) $1,000,000. This fimitation will
not apply to losses caused by our fraud or willful misconduct or to the extent prohiblted by

1 7. You (and any others for whom Services are provided) may not recover fram us, incontract or
] appllcable law or professional regulattons.
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g. It we are llable to you (ar to any others f
or otherwize In connec
have also contributed,

In sofidum, with such othe
based on our contribution to tha loss-and damage re

exclusion ar Hmitation on the labllity of ather responsi
time shall affect any assessment of our proport
of or diificulty enforcing any clatim,

. You shall make any clalm relating to the Servl

10, You may not make a claim ar pring proceeding

11.To the fullest exte
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of whom Services are previdad) under this Agreement
tloh with the Services, tor loss or damage to vihlch any other persons
our llablity to you shall be several and not joint and several, solldary er

rs, and shall be fimited o our lair share of that total joss or domage,
iative to the athers’ contributions. No

ble persons imposed or agreed at any
lonate {lability hereunder, nof shalf settlement
ot the death, dissolution of Insolvency of any stich other

respensible persons of thelr ceasing o be lisble for the loss or damage or any pottion thereof,

affect any such assassment.

ces or otherwlse under this Agreement na later
became aware (of ought reasonably to have become aware) of the
fleged such claim and in any event, no ster than two years after the
ervices (and the partles.agree that the mitation periods

thats sne year after you
facts giving rise toany 2
completion of the: particutar S
sstablished by the Limitations Act, 2002 (Ontarfo) or any o
varled andfor-excluded accordingly). This limitatien will not
applicable law or professional regulations.

that .appllcablé tegisiation shall be
apply to the etent prehibited by

s relating to the Services ot otherwise under this

Agresment against any other EY Firm of our of Its subconiractors, members, shareholders,

dlrectors, offlesrs, partners.. princips
ot briivg proceedings only agalnstus. T
10 areintended to wenefit the other EY Firms and all EY: Persons,
on and enforce them.

he liniltationsin Sectlons & ftirsiigh 9 and this Section
who shall be entitfed to rely

Indem

nt permitted by ‘appﬁcab!e taw and professional regulations, you shall

indermnlfy us, the other EY Firms and the EY Persons against all clalms ty third partles

(including your affiflates) and resulting {labliities, losses, damages, costs and expenses
(Including reasonable axternal end loternal legal costs) arising out of or relating to the Services
or this Agreement. Of behalf of yourself and your afflilates, you release Us, the other EY Firms
and the EY Persons from all claims and causes ot action (together, aelainis™, peniding of
ihreatensd, that you or they may have arlsing out of the Services or this Agreement to the
extent such Clairns result from or aiise out of any misrepresentation or fraudulent act or
ermlssion by you, Your srnployees oragents on your pehalf.

confldentlality

12.We toliow professional standards of ¢

onfldentiallty and will treat Information related to you

disclosed to us by you or on your behalf (“Cilent information™) as set forth In the Rules of
Professional Conduct of provincial institutes of Chartered Accountants or the Code of Ethics of

the Ordre des romptables agrdés du Québec (a5 applicable).

Is of amployess ('EY Persons). You shall rpake any claim

o~
a
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.‘%ﬂ E RNST & SYOUN(G O Ernst & Young LLP o Phone: 604 891-8200 gL

Chartered Accountants Fax: 604 643-5422
Pacific Centre

700 West Georgia Street

P.O. Box 10101

Vancouver, British Columbia V7Y 1C7

April 16, 2008

Sino-Forest Corporation

90 Burnhamthorpe Road W., Suite 1208

Mississauga, ON

L5B3C3

Attention: Mr. Jamie Hyde, Chairman of the Audit Committee

Dear Mr. Hyde:

1. This engagement letter, including any additional terms that are attached, (collectively, the
“Agreement”) confirms the terms upon which Emst & Young LLP (“we” or “EY”) has been
engaged to perform an audit and report on the consolidated financial statements of Sino-Panel
Asia Inc. (the “Company”) for the year ended December 31, 2007. The services described in this
paragraph may hereafter be referred to as either “Audit Service” or “Audit Services.

Audit Responsibilities and Limitations

2. The objective of our audit is to express an opinion on whether the consolidated financial
statements present fairly, in all material respects, the financial position, results of 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 or illegal acts whose consequences have a material
effect on the consolidated financial statements. There are inherent limitations in the audit process,
including, for example, the use of judgment and selective testing of the data underlying the
financial statements, the inherent limitations of internal controls, and the fact that much of the
audit evidence available to the auditor is persuasive rather than conclusive in nature. Furthermore,
because of the nature of fraud, including attempts at concealment through collusion and forgery,
an audit designed and executed in accordance with Canadian generally accepted auditing
standards may not detect a material fraud. Further, while effective internal control reduces the
likelihood 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 generally accepted
auditing standards. Also, an audit is not designed to detect error or fraud that is immaterial to the
consolidated financial statements.

A member firm of Ernst & Young Global Limited

EY-HC-2007-008186
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4. As part of our audit, we will consider, solely for the purpose of planning our audit and
determining the nature, timing, and extent of our audit procedures, the Company’s internal
} controls over financial reporting. This consideration will not be sufficient to enable us to provide
assurance on the effectiveness of internal controls over financial reporting or to identify all

£ significant weaknesses.

5. If we determine that there is evidence that misstatements, resulting from error, other than trivial
= errors, or that fraud or illegal or possibly illegal acts may exist or have occurred (other than illegal
; acts that are considered inconsequential), we will bring such matters to the attention of an
appropriate level of management. The type and si gnificance of the matter to be communicated will
= determine the level of management to which the communication is directed and whether the
4 communication is also made to the Audit Committee. If we become aware of fraud mvolving
senior management or fraud (whether caused by semior management or other employees) that
. causes a material misstatement of the consolidated financial statements, we will report this matter
1

directly to the Audit Commiitee. We will also determine that the Audit Committee is adequately

informed of misstatements, resulting from error, other than trivial errors and illegal or possibly

e illegal acts that come to our attention unless they are clearly inconsequential. In addition, we will

?ﬂ inform the Audit Committee and appropriate members of management of significant audit

; adjustments and significant weaknesses in the design or implementation of internal controls to

prevent or detect fraud or error noted during our audit procedures, as well as related party

transactions identified by us that are not in the normal course of operations and that involve
significant judgments made by management concerning measurement and disclosure.

6. We also may communicate to the appropriate levels of management other opportunities we
observe for economies in ar 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
1 identify all matters that may be of interest to management in discharging its responsibilities.
J

= 7 In accordance with CICA Handbook Section 5751, Communications with Those Having Oversight
_ \\ of the Financial Reporting Process, we will communicate in writing to the Audit Committee any

® relationships between Emnst & Young LLP, its partners and professional employees and Sino-
a2 ’ 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.

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

10.

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

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

EY-HC-2007-008188
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11. Management of the Company is responsible for adjusting the consolidated financial statements to
7 correct material misstatements and for affirming to us in its representation letter that the effects of
| any unrecorded audit differences accumulated by us during the current audit and pertaining to the
latest period presented are immaterial, both individually and in the aggregate, to the consolidated

:;:1 financial statements taken as a whole.

12. As required by Canadian generally accepted auditing standards, we will make specific inquiries of

— management about the representations contained in the consolidated financial statements.

} Management is responsible for affirming to us in its representation letter and providing us with

information regarding the recognition, measurement and disclosure of specific items; including but
not limited to the following:

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

_) amounts in the consolidated financial statements;

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

“1 e information relating to the measurement and disclosure of transactions with related parties;

] o an assessment of all areas of measurement uncertainty known to management that are required

to be disclosed in accordance with CICA Handbook 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 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;

o information on whether the Company has satisfactory title to assets, whether liens or
encumbrances on assets exist, or whether assets are pledged as collateral;

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

o information concerning subsequent events.

J 13. At the conclusion of the audit, 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 directly related to items that are material to the consolidated financial
statements but are significant, either individually or in the aggregate to the engagement; and those
-] that are relevant to your judgments or estimates that are material, either individually or in the
} aggregate, to the consolidated financial statements. The responses to the inquiries of management,

the written representations from management and the results of our audit tests comprise the
”& evidential matter we will rely upon in forming an opinion on the consolidated financial statements.

EY-HC-2007-008189
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14. Management of the Company is responsible for advising us of any documents or other information
provided during the course of the andit over which it intends to assert a claim of privilege and
should mark any such documentation accordingly, as further described in the attached additional
Terms and Conditions (refer to the provision captioned “duditor Oversight”).

Fees and Billings

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

16. Our estimated fees and schedule of performance are based upon, among other things, our
preliminary review of the Company’s records and the representations Company personnel have
made to us and are dependent upon the Company’s personnel providing a reasonable level of
assistance. Should our assumptions with respect to these matters be incorrect or should the
condition of the records, degree of cooperation, or other matters beyond our reasonable control
require additional commitments by us beyond those upon which our estimated fees are based, we
may adjust our fees and planned completion dates. In addition, fees for any special audit-related
projects, such as proposed business combinations or research and/or consultation on special
business or financial issues, will be billed separately from the audit fee referred to above and may
be the subject of other written agreements.

Other Matters

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

Company.

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

EY-HC-2007-008190
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EY appreciates the opportunity to be of assistance to the Company. If this Agreement accurately
reflects the terms on which the Company has agreed to engage EY, please sign below on behalf of the
Company and return it to Linda Zhu, Engagement Partner, 700 West Georgia Street, P.O. Box 10101,
Vancouver BC, V7Y 1C7.

Yours very truly,

st sk o4 sk ke e ofe ke sk ok ok sfe ofe ok ook st o ok ek ok sk ok ok ok ek ko

= wE

Sino-Forest Corporation

i Wf& , J z%/é{

Amit Hyde g Date "
Cha/{rman of the Audit Committee

l Acknowledged and agreed:

EY-HC-2007-008181
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Except as otherwise specifically provided in the engagement letter or contract to which these terms and
conditions are attached (collectively, the "Agreement") the following additional terms and conditions
shall apply. As used herein "EY" refers to the Canadian firm of Ernst & Young LLP. "EY Entities”
means EY, all members of the global Emst & Young network, Ernst &, Young Global Limited, and any
of their respective affiliates (and "EY Entity” means any one of them).

et

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 - If changes to the scope or timing of any Services are required because ofa
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 Committee
approval of such adjustments. Each party shall be excused from default or delay in the performance

W 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 purpose 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
documentation systems within the global Emst & Young network. EY Entities or their service
providers may store Client Data, which may include personal information, outside of Canada.

=i

N

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.

i

5. EY Waiver Re: Tax Advice - Notwithstanding any confidentiality obligations or other restrictions
on disclosure contained in this Agreement, with regard to:
(a) any oral or written statement or advice related to taxes provided by EY with regard to a
person or entity that:
(i) has any filing obligation with the US Internal Revenue Service, or
(ii) qualifies as a US Controlled F oreign Corporation (i.e., a non-US corporation that has US
shareholders (US persons that directly or indirectly own 10% or more of the total
combined voting power of all of the classes of stock of such non-US corporation) that
own in the aggregate more than 50% of the total vote or value of such non-US
corporation);
(b) any oral or written statement or advice regarding US taxes or tax advice related to a
transaction that could affect a US tax; or
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}—;3 (c¢) where SEC audit independence restrictions apply to the relationship between client and any
(R 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 {reatment 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 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.

s PR

6. Privacy - Client confirms to EY that it has obtained any consents that may be required under
applicable privacy legislation for any collection, use or disclosure of personal information that is
necessary in order for EY to provide the Services. EY shall adhere to applicable privacy legislation
when dealing with personal information that was obtained from client.

AL

. &, 7. Auditor Oversight - Client hereby acknowledges that EY may from time to time receive requests or
’ orders from the Canadian Public Accountability Board or from professional, securities or other
; regulatory or governmental authorities that fulfill similar functions (both in Canada and abroad) to
% provide them with information and copies of documents in EY's files including EY's working papers,

and other work-product relating 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
f j to client's affairs, EY will, on a reasonable efforts basis, refuse access to any document over which
' client has expressly informed EY that client asserts privilege, except where disclosure of documents
is required by law or requested by a provincial Institute/Order of Chartered Accountants pursuant to
its statutory authority. Client must mark any document over which it asserts privilege as privileged
and inform EY of the grounds for client's assertion of privilege (such as whether it 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.

s

Lop it

' 1 8. Internet Communications - Unless otherwise agreed with client, EY and other EY Entities may
! correspond by means of the Internet or other electronic media or provide information to client in
electronic form. There are inherent risks associated with the electronic transmission of information
on the Internet or otherwise. EY cannot guarantee the security and integrity of any electronic
communications sent or received in relation to this engagement and cannot guarantee that
transmissions or other electronic information will be free from infection by viruses or other forms of

malicious software.

R

9. Right to Terminate Services - Subject to any applicable professional standards and legislation,
either party may terminate this Agreement, with or without cause, by providing written notice to the
other party. In the event of early termination, for whatever reason, client will be invoiced for time
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and expenses incurred up to the end of the notice period together with reasonable time and expenses
incurred to bring the engagement to a close in a prompt and orderly manner. EY shall also have the
right, upon 7 days prior notice, to suspend performance of the Services in the event client fails to pay
any amount required to be paid under this Agreement.

10. Expenses - Client shall reimburse EY for all reasonable expenses 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.

11. Billing & Taxes - Bills including expenses will be rendered on a regular basis as the assignment
progresses. Accounts are due when rendered. Interest on overdue accounts is calculated at the rate
noted on the invoice commencing 30 days following the date of the invoice. The fees, expenses and
other charges payable pursuant to this Agreement do not include taxes or duties. All applicable taxes
or duties, whether presently in force or imposed in the future, shall be assumed and paid by client

b without deduction from the fees, expenses and charges hereunder.
, 12. Governing Law - This Agreement shall be governed by and construed in accordance with the laws
’} of the Province of Ontario and the laws of Canada applicable therein, without regard to principles of

conflicts of law. The parties hereby irrevocably and unconditionally submit and 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. EY Reports - EY retains all copyright and other intellectual property rights in everything developed,

g designed or created by EY either before or during the course of an engagement including systems,
methodologies, software, know-how and working papers. EY also retains all copyright and other

B intellectual property rights in all reports, advice or other communications of any kind provided to
: i client in any form (written or otherwise) during the course of an engagement ("Reports"), although
client shall have the full right to use any Reports within its own organization. Any Reports are

3 provided solely for the purpose of this engagement. Subject to "EY Waiver Re: Tax Advice" above,

' 5\ no Report (and no portion, summary or abstract thereof) may be disclosed to any third party without
EY's prior written consent. Without limitation, except as otherwise specifically agreed in the
engagement letter into which these terms and conditions are incorporated client agrees that it will
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
1 purchase or sale of securities or (ii) continuous disclosure obligations under applicable securities

by

laws. EY does not assume any duties or obligations to third parties who may obtain access to any
Reports. Any services or procedures performed for client were not planned or conducted (i) in
contemplation of reliance by particular third parties (i) with respect to any specific transaction
contemplated by a third party or (iii) with respect to the interests or requirements of particular third
parties. Client may not rely on any draft Report.

Wity
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14. Limitation of Liability - To the fullest extent permitted by law and regardless of whether such
liability is based on breach of contract, tort (including negligence), 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

1 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 shall not limit EY's liability for death, bodily injury or physical
damage to tangible property caused by the negligent acts or omissions of EY, and shall not limit
EY's liability for loss or damage caused by the fraud or wilful misconduct of EY.

For the purposes of this section ("Limitation of Liability"), the term EY includes all other EY Entities

and any subcontractors, members, shareholders, directors, officers, managers, partners or employees

4 of EY or any other EY Entity.

1 15. Global Resources - EY may use the services of personnel from other EY Entities to assist it in
providing the Services. EY shall be solely responsible for the performance of the Services and all of
the other liabilities and obligations of EY under this Agreement whether or not performed, in whole
or part, by EY, any other EY Entity, or any subcontractor or personnel of any EY Entity. Client and
its affiliates or other persons or entities for or in respect of which any of the Services are provided
] shall have no recourse, and shall bring no claim, against any EY Entity other than EY, or against any
% subcontractors, members, shareholders, directors, officers, managers, partners or employees of EY or
: 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,
z 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.

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

hire certain EY personnel. Without the prior written consent of EY, client shall not solicit for
employment or for a position on its Board of Directors, nor hire, any current or former partner or
professional employee of any of EY, any affiliate thereof or any other EY entity, if such partner or
professional employee has been involved in the performance of any audit, review, attest or assurance
service for or relating to client at any time since the date of filing of client's most recent financial
statements with the relevant securities regulator(s) or stock exchange(s) (or, if client has not

] 17. Solicitation & Hiring of EY Personnel - EY's independence could be compromised if client were to

10
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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 12 months preceding that date.

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

RSN

19. Legal Proceedings - In the event EY is requested by client or is required by govemment 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.

o .

20. LLP Status - EY is a registered limited Hability partnership ("LLP") continued under the laws of the
province of Ontario and is registered as an exira-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
L is not personally liable for any debts, obligations or liabilities of the LLP that arise from the
o 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 Institute/Order of

Chartered Accountants.

B

21. Miscellaneous - EY shall provide all Services as an independent contractor and nothing shall be
construed to create a partnership, joint venture or other relationship between EY and client. Neither
party shall have the right, power or authority to obligate or bind the other in any manner. This

1‘ 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
4 Agreement, including without limitation those provisions headed Client Data & Information,
Confidentiality, EY Waiver Re: Tax Advice, Auditor Oversight, Limitation of Liability, Global
Resources, Solicitation & Hiring of EY Personnel, and Legal Proceedings. The provisions of this
Agreement shall operate for the benefit of, and may be enforced by, other EY Entities and any
subcontractors, members, shareholders, directors, officers, managers, partners or employees of EY or
any other EY Entity. This Agreement constitutes the entire agreement between the parties relating to
its subject matter and supersedes all prior representations, negotiations and understandings.

|
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