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I. DEFINED TERMS 

1. In this Statement of Claim, in addition to the terms that are defined elsewhere herein, the 

following terms have the following meanings: 

(a) "AI" means Authorized Intermediary; 

(b) "AIF" means Annual Information Form; 
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(c) "Ardell" means the defendant William E. Ardell; 

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

Incorporated; 

(e) "BDO" means the defendant BDO Limited; 

(f) "Bowland" means the defendant James P. Bowland; 

(g) "BVI" means British Virgin Islands; 

(h) "Canaccord" means the defendant Canaccord Financial Ltd.; 

(i) "CBCA" means the Canada Business Corporations Act, RSC 1985, c. CA4, as 

amended; 

U) "Chan" means the defendant Allen T.Y. Chan also known as "Tak Yuen Chan"; 

(k) "CIBC" means the defendant CIBC World Markets Inc.; 

(I) "CIA" means the Ontario Courts of Justice Act, RSO 1990, c C-43, as amended; 

(m) "Class" and "Class Members" all persons and entities, wherever they may reside 

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

Canada or on the Toronto Stock Exchange 01' other secondary market in Canada, 

which includes securities acquired over-the-counter, and all persons and entities 

who acquired Sino's Securities during the Class Period who are resident of 

Canada or were resident of Canada at the time of acquisition and who acquired 

Sino's Securities outside of Canada, except the Excluded Persons; 

(n) "Class Period" means the period from and including March 19, 2007 to and 

including June 2,2011; 

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

(p) "CPA" means the Ontario Class Proceedings Act, 1992, SO 1992, c 6, as 

amended; 
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(q) "Credit Suisse" means the defendant Credit Suisse Securities (Canada), Inc.; 

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

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

the Underwriters; 

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

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

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

December 11,2009; 

(u) "December 2009 Prospectus" means Sino's Final Short Form Prospectus, dated 

December 10, 2009, which Sino filed on SEDAR on December 11,2009; 

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

(w) "E&Y" means the defendant, Ernst and Young LLP; 

(x) "Excluded Persons" means the Defendants, their past and present subsidiaries, 

affil iates, officers, directors, senior employees, partners, legal representatives, 

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

of the immediate family of an Individual Defendant; 

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

hereof; 

(z) "GAAP" means Canadian generally accepted accounting principles; 

(aa) "GAAS" means Canadian generally accepted auditing standards; 

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

(cc) "Hyde" means the defendant James M.E. Hyde; 

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

Statements (filed on SEDAR on March 31, 2006), Q 1 2006 Financial Statements 
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(filed on SEDAR on May 11, 2006), the 2006 Annual Consolidated Financial 

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

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

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

4, 2007), Q1 2007 MD&A (filed on SEDAR on May 14, 2007), Q1 2007 

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

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

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

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

on SEDAR on November 12, 2007), 2007 Annual Conso Ii dated Financial 

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

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

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

Management Information Circular dated April 28, 2008 (filed on SEDAR on May 

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

Financial Statements (filed on SEDAR on May 13, 2008), July 2008 Offering 

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

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

MD&A (filed on SEDAR on November 13, 2008), Q3 2008 Financial Statements 

(filed on SEDAR on November 13, 2008), 2008 Annual Consolidated Financial 

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

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

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

Management Information Circular dated April 28, 2009 (filed on SEDAR on May 

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

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

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

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

August 10, 2009), Q3 2009 MD&A (filed on SEDAR on November 12, 2009), 

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

December 2009 Prospectus, December 2009 Offering Memorandum, 2009 
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Annual MD&A (filed on SEDAR on March 16, 2010), 2009 Audited Annual 

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

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

2010 (filed on SEDAR on May 11, 2010), Q 1 2010 MD&A (filed on SEDAR on 

May 12, 2010), Ql 2010 Financial Statements (filed on SEDAR on May 12, 

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

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

Offering Memorandum, Q3 2010 MD&A (filed on SEDAR on November 10, 

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

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

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

March 31,2011), and Management Information Circular dated May 2,2011 (filed 

on SEDAR on May 10,2011); 

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

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

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

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

Notes due 2013 which Sino filed on SEDAR as a schedule to a material change 

report on July 25, 2008; 

(gg) "June 2007 Prospectus" means Sino's Short Form Prospectus, dated June 5, 

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

(hh) "June 2009 Offering Memorandum" means Sino's Exchange Offer 

Memorandum dated June 24, 2009, relating to an offer to exchange Sino's 

Guaranteed Senior Notes due 2011 for new 10.25% Guaranteed Senior Notes due 

2014 which Sino filed on SEDAR as a schedule to a material change report on 

June 25, 2009; 

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

1, 2009, which Sino filed on SEDAR on June 1, 2009; 
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Uj) "Maison" means the defendant Maison Placements Canada Inc.; 

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

(II) "Mak" means the defendant Edmund Mak; 

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

(nn) HMerrill" means the defendant Merrill Lynch Canada Inc.; 

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

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

(qq) "October 2010 Offering Memorandum" means the Final Offering 

Memorandum dated October 14,2010, relating to the distribution of Sino's 6.25% 

Guaranteed Senior Notes due 2017; 

(rr) "Offering" or "Offerings" means the primary distributions in Canada of Sino's 

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

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

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

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

co lIectively; 

(ss) HOSA" means the Securities Act, RSO 1990 c S.5, as amended; 

(tt) "OSC" means the Ontario Securities Commission; 

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

Central and Eastern Canada (HLabourers"), the Trustees of the International 

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

Ontario ("Operating Engineers"), Sjunde AP-Fonden ("AP7"), David C. Grant 

("Grant"), and Robert Wong ("Wong"), collectively; 

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

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

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

with GAAP; 

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

(aaa) "Scotia" means the defendant Scotia Capital Inc.; 

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

defined in paragraph 10 hereof; 

(ccc) "Securities" m~ans Sino's common shares, notes or other securities, as defined in 

the OSA; 

(ddd) "Securities Legislation" means, collectively, the OSA, the Securities Act, RSA 

2000, c S~4, as amended; the Securities Act, RSBC 1996, c 418, as amended; the 

Securities Act, CCSM c S50, as amended; the Securities Act, SNB 2004, c S-5.5, 

as amended; the Securities Act, RSNL 1990, c S-13, as amended; the Securities 

Act, SNWT 2008, c 10, as amended; the Securities Act, RSNS 1989, c 418, as 

amended; the Securities Act, S Nu 2008, c 12, as amended; the Securities Act, 

RSPEI 1988, c S~3.1, as amended; the Securities Act, RSQ c V-I.!, as amended; 

the Securities Act, 1988, SS 1988-89, c S-42.2, as amended; and the Securities 

Act, SY 2007, c 16, as amended; 

(eee) "SEDAR" means the system for electronic document analysis and retrieval of the 

Canadian Securities Administrators; 

(iff) "Sino" means, as the context requires, either the defendant Sino-Forest 

Corporation, or Sino-Forest Corporation and its affiliates and subsidiaries, 

co Ilectively; 

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

(iii) "Underwriters" means Banc of America, Can accord , CIBC, Credit Suisse, 

Credit Suisse USA, Dundee, Maison, Merrill, RBC, Scotia, and TD, 

co llectively; 

(lii) "Wang" means the defendant Peter Wang; 

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

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

China in accordance with the relevant PRC laws, with capital provided so lely by 

foreign investors. 
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II. CLAIM 

2. The Plaintift:<J claim: 

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

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

the Court; 

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

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

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

Legislation; 

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

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

misrepresentations constituted misrepresentations, both at law and within the 

meaning of the Securities Legislation; 

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

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

(e) A declaration that the Underwriters, E&Y, BOO and Poyry are each vicariously 

liable for the acts and/or omissions oftheiI' respective officers, directors, partners 

and employees; 

(1) On behalf of all of the Class Members who purchased Sino's Securities in the 

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

other than the Underwriters, general damages in the sum of$6.5 billion; 

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

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

Poon, Horsley, Maltin, Mak, Murray, Hyde, Poyry, BOO, Dundee, CIBC, Merrill 

and Credit Suisse general damages in the sum of$]75,835,000; 

(h) On behalfofall of the Class Members who purchased Sino common shares in the 

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

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

$330,000,000; 

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

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

Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BOO, E&Y, 

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

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

(j) On behalf of all the Class Members who purchased Sino's 5% Convertible Senior 

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

Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BOO, 

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

(k) On behalf of all the Class Members who purchased Sino's 10.25% Guaranteed 

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

against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, 

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

million; 

(I) On behalf of all the Class Members who purchased Sino's 4.25% Convertible 

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

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

Poyry, BOO, E&Y, Credit Suisse USA and TO, general damages in the sum of 

US460 million; 

(m) On behalf of all the Class Members who purchased Sino's 6.25% Guaranteed 

Senior Notes due 2017 pursuant to the October 2010 Offering Memorandum, and 

as against Sino, Chan, Poon, Horsley, Wang, Mak, Murray, Hyde, Ardell, Poyry, 

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

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

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

$50 million; 

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

Underwriters were unjustly enriched; 

(p) A constructive trust, accounting or such other equitable remedy as may be 

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

Underwriters; 

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

business or affairs of Sino have been carried on or conducted in a manner, or the 

powers of the directors of Sino have been exercised in a manner, that is 

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

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

(I') An order dh'ecting a reference or giving such other directions as may be necessary 

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

(s) Prejudgment and post judgment interest; 

(t) Costs of this action on a substantial indemnity basis or in an amount that provides 

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

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

taxes; and 

(u) Such further and other relief as to this Honourable Court may seem just. 

III. OVERVIEW 

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

operating in the commercial forestry industry in the PRC and elsewhere. Throughout that period, 

Sino has also claimed to have experienced breathtaking growth. 
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4. Beguiled by Sino's reported results, and by Sino's constant refrain that China constituted 

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

appears from the following chali: 
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5. The Defendants profited handsomely from the market's appetite for Sino's securities. 

Certain of the Individual Defendants sold Sino shares at lofty prices, and thereby reaped millions 

of dollars of gains. Sino's senior management also used Sino's illusory success to justify their 

lavish salaries, bonuses and other perks. For certain of the Individual Defendants, these outsized 

gains were not enough. Sino stock options granted to Chan, Horsley and other insiders were 

backdated or otherwise m ispriced, prior to and during the Class Period, in vio lation of the TSX 

Ru les, GAAP and the Securities Legislation. 
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6. Sino itself raised in excess of $2.7 billion 1 in the capital markets during this period. 

Meanwhile, the Underwriters were paid lucrative underwriting commissions, and BDO, E&Y 

and Poyry garnered millions of dollars in fees to bless Sino's reported results and assets. To their 

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

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

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

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

This was false. 

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

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

deception that had been worked upon the Class Members. Muddy Waters' initial report 

effectively revealed, among other things, that Sino had materially misstated its financial results, 

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

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

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

had a catastrophic effect on Sino's stock price. 

9. On June 1, 2011, prior to the publication of Muddy Waters' report, Sino's common 

shares closed at $18.21. After the Muddy Waters report became public, Sino shares fell to 

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

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

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

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

1 Dollar figures are in CanAdian dollars (unless otherwise indicaled) and are rounded for convenience. 
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"Independent Committee" or "IC"), to examine and review the allegations contained in the 

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

Ardell, Bowland and Hyde. The IC subsequently retained legal, accounting and other advisers to 

assist it in the fu lfi Ilment of its mandate. 

11. On August 26, 20 II, the OSC issued a cease-trade order in respect of Sino's securities, 

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

may have been contrary to Ontario securities laws and the public interest, that Sino and certain of 

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

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

including Chan, appeared to be engaging or participating in acts, practices or a course of conduct 

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

perpetuate a fraud. 

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

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

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

whole" were in violation ofPRC law; (3) Sino adopted processes that "avoid[] Chinese foreign 

exchange controls which must be complied with in a normal cross-border sale and purchase 

transaction, and [which] cou Id present an obstacle to future repatriation of sales proceeds, and 

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

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

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

"transaction volumes with a number of AT and Suppliers do not match the revenue reported by 

such Suppliers in their SAIC filing"; (7) "[n]one of the BVI timber purchase contracts have as 
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attachments either (i) Plantation Rights Certificates from either the Counterparty or original 

owner or (ii) villager resolutions, both of which are contemplated as attachments by the standard 

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

indications in emails and in interviews with Suppliers that gifts or cash payments are made to 

forestry bureaus and forestry bureau officials." 

13. On January 31, 2012, the IC released its Final Report. Therein, the IC effectively 

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

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

plausible answers to, key allegations made by Muddy Waters: 

This Final Report ofthe IC sets out the activities undertaken by the IC since mid­
November, the findings from such activities and the IC's conclusions regarding its 
examination and review. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the Ie. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
now at the point of diminishing returns because much of the information which it 
is seeking lies with non-compellable third parties, may not exist or is apparently 
not retrievable from the records of the Company. 

[ ... ] 

Given the circumstances described above, the IC understands that, with the 
delivery of this Final Report, its review and examination activities are terminated. 
The IC does not expect to undertake further work other than assisting with 
responses to regulators and the RCMP as required and engaging in such further 
specific activities as the IC may deem advisable or the Board may instruct. The 
IC has asked the IC Advisors to remain available to assist and advise the IC upon 
its instructions 

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

auditors and the Underwriters, Sino raised billions of dollars from investors on the false premise 

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

who caused them: the Defendants. 

IV. THE PARTIES 

A. The Plaintiffs 

IS. Labourers are the trustees of the Labourers' Pension Fund of Central and Eastern Canada, 

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

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

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

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

participating employers. A board of trustees representing members of the plan governs the fund. 

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

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

Class Period and continued to hold shares at the end of the Class Period. In addition, Labourers 

purchased Sino common shares offered by the December 2009 Prospectus and in the distribution 

to which that Prospectus related. 

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

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

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

negotiated, collectively-bargained defined benefit pension plan established on November 1, 1973 

and currently has approximately $1.5 billion in assets, over 9,000 members and pensioners and 

beneficiaries. The fund is governed by a board of trustees representing members of the plan. The 

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

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

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

$15.3 billion in assets under management. Funds managed by AP7 purchased Sino's common 

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

end ofthe Class Period. 

18. Grant is an individual residing in Calgary, Alberta. He purchased 100 of the Sino 6.25% 

Guaranteed Senior Notes due 2017 that were offered by the October 2010 Offering 

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

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

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

purchased Sino's common shares over the TSX and continued to hold some or all of such shares 

at the end of the Class Period. In addition, Wong purchased Sino common shares offered by the 

December 2009 Prospectus and in the distribution to which that Prospectus related, and 

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

B. The Defendants 

20. Sino purports to be a commercial forest plantation operator in the PRC and elsewhere. 

Sino is a corporation formed under the CECA. 

21. At the material times, Sino was a reporting issuer in all provinces of Canada, and had its 

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

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

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

"SFJ TH." Sino securities are also listed on alternative trading venues in Canada and elsewhere 

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

securities that are traded in Canada and elsewhere. 

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

and file with SEDAR: 

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

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

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

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

in accordance with GAAP, including comparative financial statements relating to 

the period covered by the preceding financial year; 

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

financial statements; and 

(d) within 90 days of the end of the fiscal year, an AIF, including material 

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

its historical and possible future development. 

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

covered by the financial statements, and of the company's financial condition and future 

prospects. The MD&A must discuss important trends and risks that have affected the financial 

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

24. AIFs are an annual disclosure document intended to provide material information about 

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

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

external factors that impact the company specifically. 
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25. Sino controlled the contents of its MD&As, financial statements, AIFs and the other 

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

26. Chan is a co-founder of Sino, and was the Chairman, Chief Executive Officer and a 

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

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

during the Class Period. Chan, along with Hyde, signed each of the 2006-2010 Audited Annual 

Financial Statements on behalfofSino's board. Chan resides in Hong Kong, China. 

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

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

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

Class Period annual financial statements, each of which is an Impugned Document. In so doing, 

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

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

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

example, for 2006 to 20 10, Chan's total compensation (other than share-based compensation) 

was, respectively, US$3.0 million, US$3.8 million, US$5.0 million, US$7.6 million and US$9.3 

million. 

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

Sino's outstanding common shares and 37.5% of its preference shares. As of April 29, 2011 he 

held 2.7% of Sino's common shares (the company no longer has preference shares outstanding). 

Chan has made in excess of$10 million through the sale of Sino shares. 
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30. Horsley is Sino's Chief Financial Officer, and has held this position since October 2005. 

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

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

$11 million through the sale of Sino shares. 

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

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

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

Sino's Class Period annual financial statements, each of which is an Impugned Document. In so 

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

below. As an officer, he caused Sino to make the misrepresentations particularized below. 

32. Since becoming Sino's CFO, Horsley has also received lavish compensation from Sino. 

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

respectively, US$l.l million, US$lA million, US$1.7 million, US$2.5 million, and US$3.1 

million. 

33. Poon is a co~founder of Sino, and has been the President of the company since 1994. He 

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

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

false statements made in each of Sino's annual financial statements, particularized below, when 

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

make the misrepresentations particularized below. 

34. As at May 1, 1995, shortly after Sino became a reporting issuer, Poon held 18.3% of 

Sino's outstanding common shares and 37.5% of its preference shares. As of April 29, 2011 he 
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held 0.42% of Sino's common shares. Poon has made in excess of$34.4 million through the sale 

of Sino shares. 

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

of 2006 until his resignation from the Board in 2009, he attended 5 of the 39 board meetings, or 

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

36. Wang is a director of Sino, and has held this position since August 2007. Wang resides 

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

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

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

particularized below. 

37. Martin has been a director of Sino since 2006, and was appointed vice-chairman in 2010. 

On or about August 25,2011, Martin replaced Chan as Chief Executive Officer of Sino. Martin 

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

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

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

particularized below, when sllch statements were signed on his behalf. As a board member, he 

caused Sino to make the misrepresentations particularized herein. 

38. Mak is a director of Sino, and has held this position since 1994. Mak was a member of 

Sino's audit committee prior to early 2011. Mak and persons connected with Mak have made in 

excess of $6.4 million through sales of Sino shares. Mak resides in British Columbia. As a 

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

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

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

excess of$9.9 million through sales of Sino shares. Murray resides in Hong Kong, China. As a 

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

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

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

40. Since becoming a director, Murray has rarely attended board and board committee 

meetings. From the beginning of 2006 to the close of 2010, Murray attended 14 of 64 board 

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

Murray attended 2 out of 13, or 15%, of the meetings held by the Board's Compensation and 

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

beginning of2007 to the close of20 I O. 

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

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

signed each of the 2007-2010 Annual Consolidated Financial Statements on behalf of Sino's 

board. Hyde is also member of the Compensation and Nominating Committee. Hyde has made 

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

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

statements, particularized below, when he signed such statements or when they were signed on 

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

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

member of Sino's audit committee. Ardell resides in Ontario. As a board member, he adopted 

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

he was a board member, particularized below, when such statements were signed on his behalf. 

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

43. Bowland was a director of Sino fi'om February 2011 until his resignation from the Board 

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

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

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

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

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

misrepresentations particularized below. 

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

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

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

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

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

misrepresentations particularized below. 

45. As officer and/or directors of Sino, the Individual Defendants were fiduciaries of Sino, 

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

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

fiduciaries, and in violation of their fiduciary duties. In addition, Chan, Poon, Horsley, Martin, 
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Mak and Murray were unjustly enriched in the manner and to the extent particularized below 

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

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

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

senior management "are expected to lead according to high standards of ethical conduct, in both 

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

interests of shareholders, corporate opportunities not be used for personal gain, no one trade in 

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

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

avoided, and 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. 

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

as Sino's auditor from Sino's creation through February 19, \999, when E&Y abruptly resigned 

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

Sino's auditor from 2000 to 2004, when it was replaced by BOO. E&Y is an expert of Sino 

within the meaning ofthe Securities Legislation. 

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

it knowingly intended to be, and which were, disseminated to Sino's current and prospective 

security ho lders. At all material times, E& Y was aware of that class of perso ns, intended to and 

did communicate with them, and intended that that class of persons would rely on E&Y's 

statements relating to Sino, which they did to their detriment. 
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49. E&Y consented to the inclusion in the June 2009 and December 2009 Prospectuses, as 

well as the July 2008, June 2009, December 2009 and October 2010 Offering Memoranda, of its 

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

particularly below. 

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

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

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

expert of Sino within the meaning of the Securities Legislation. 

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

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

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

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

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

they did to their detriment. 

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

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

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

53. E&Yand BDO's annual Auditors' Report was made "to the shareholders of Sino~Forest 

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

Canadian Institute of Chartered Accountants states that "the objective of financial statements for 

profit~oriented enterprises focuses primarily on the information needs of investors and creditors" 

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

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

26, 2008, May 25, 2009, May 31, 2010 and May 30, 2011. 

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

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

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

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

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

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

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

2008, May 25,2009, May 31,2010 and May 30,2011. As alleged elsewhere herein, all such 

financial statements constituted Impugned Documents. 

57. Poyry is an international forestry consulting firm which purported to provide certain 

forestry consultation services to Sino. Poyry is an expert of Sino within the meaning of the 

Securities Legislation. 

58. Poyry, in providing what it purported to be "forestry consulting" services to Sino, made 

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

prospective security ho Iders. At all material times, Poyry was aware of that class of persons, 

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

on Poyry's statements relating to Sino, which they did to their detriment. 
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59. Poyry consented to the inclusion in the June 2007, June 2009 and December 2009 

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

Memoranda, of its various reports, as detailed below in paragraph •. 

60. The Underwriters are various financial institutions who served as underwriters in one or 

more of the Offerings. 

61. In connection with the distributions conducted pursuant to the June 2007, June 2009 and 

December 2009 Prospectuses, the Underwl'iters who underwrote those distributions were paid, 

respectively, an aggregate of approximately $7.5 million, $14.0 million and $14.4 million in 

underwriting commissions. J n connection with the offerings of Sino's notes in July 2008, 

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

respectively, an aggregate of approximately US$2.2 million, US$8.5 million and $US6 million. 

Those commissions were paid in substantial part as consideration for the Underwriters' 

purported due diligence examination of Sino's business and affairs. 

62. None of the Underwriters conducted a reasonable investigation into Sino in connection 

with any of the Offerings. None of the Underwriters had reasonable grounds to believe that there 

was no misrepresentation in any of the Impugned Documents. In the circumstances of this case, 

including the facts that Sino operated in an emerging economy, Sino had entered Canada's 

capital markets by means of a reverse merger, and Sino had reported extraordinary results over 

an extended period oftime that far surpassed those reported by Sino's peers, the Underwriters all 

ought to have exercised heightened vigilance and caution in the course of discharging their duties 

to investors, which they did not do. Had they done so, they would have uncovered Sino's true 

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

losses that they sustained on their Sino investments. 
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V. THE OFFERINGS 

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

during the Class Period. In palticular: 

(a) On June 5, 2007, Sino issued and filed with SEDAR the June 2007 Prospectus 

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

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

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

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

Information Circular dated April 27, 2007; (5) Q 1 2007 Financial Statements; and 

(6) Q 1 2007 MD&A; 

(b) On Ju Iy 17, 2008, Sino issued the Ju ly 2008 Offering Memorandum pursuant to 

which Sino sold through private placement US$345 million in aggregate principal 

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

Memorandum included: (I) Sino's Consolidated Annual Financial Statements for 

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

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

AIF entitled "Audit Committee" and the charter of the Audit Committee attached 

as an appendix to the 2007 AIF; and (4) the Poyry report entitled "Sino-Forest 

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

dated March 14, 2008; 

(c) On June 1, 2009, Sino issued and filed with SEDAR the June 2009 Prospectus 

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

price of $11.00 per share for gross proceeds of $379,500,000. The June 2009 

Prospectus incorporated by reference Sino's: (1) 2008 AIF; (2) 2007 and 2008 

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

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

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

Poyry report titled "Valuation of China Forest Corp Assets As at 31 December 

2008" dated April 1, 2009; 
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(d) On June 24,2009, Sino issued the June 2009 Offering Memorandum for exchange 

of certain of its then outstanding senior notes due 2011 with new notes, pursuant 

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

Guaranteed Senior Notes due 2014. The June 2009 Offering Memorandum 

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

Financial Statements; (2) the auditors' report of BDO dated March 19, 2007 with 

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

(3) the auditors' report of E&Y dated March 12, 2008 with respect to Sino's 

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

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

the auditors' report ofE&Y dated March 13,2009; (5) the section entitled "Audit 

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

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

for the three-month periods ended March 31,2008 and 2009; 

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

pursuant to which Sino sold through private placement US$460,000,000 in 

aggregate principal amount of 4.25% convertible senior notes due 2016. This 

Offering Memorandum incorporated by reference: (1) Sino's Consolidated 

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

BDO dated March 19, 2007 with respect to Sino's Annual Financial Statements 

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

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

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

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

unaudited interim consolidated financial statements for the nine-month periods 

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

in the 2008 AIF, and the charter of the Audit Committee attached to the 2008 

AIF; (7) the Poyry report entitled "Sino-Forest Corporation Valuation of China 

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

Forest Corporation Valuation of China Forest Corp Assets as at 31 December 

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

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

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

common shares at a price of$16.80 per share for gross proceeds of$367,080,000. 

The December 2009 Prospectus incorporated by reference Sino's: (1) 2008 AIF; 

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

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

MD&A; (6) Management Information Circular dated April 28, 2009; and (7) the 

Poyry report titled "Valuation of China Forest Corp Assets As at 31 December 

2008" dated April 1, 2009; 

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

outstanding common shares of Mandra Forestry Holdings Limited. Concurrent 

with this acquisition, Sino completed an exchange with holders of 99.7% of the 

USD$195 million notes issued by Mandra Forestry Finance Limited and 96.7% of 

the warrants issued by Mandra Forestry Holdings Limited, for new 10.25% 

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

USD$187, 177,375 with a maturity date of July 28, 2014. On February 11, 2010, 

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

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

Notes, issued pursuant to the June 2009 Offering Memorandum; and 

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

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

aggregate principal amount of 6.25% guaranteed senior notes due 2017. The 

October 2010 Offering Memorandum incorporated by reference: (1) Sino's 

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

aud itors' report of E& Y dated March 15, 2010 with respect to Sino's Annua I 

Financial Statements for 2008 and 2009; and (3) Sino's unaudited interim 

financial statements for the six-month periods ended June 30, 2009 and 2010. 
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64. The offering documents referenced in the preceding paragraph included, or incorporated 

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

in such documents that are particularized elsewhere herein. Had the truth in regard to Sino's 

management, business and affairs been timely disclosed, securities regulators likely would not 

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

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

falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted ftdl, true and plain disclosure of all material facts relating to the securities 

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

Prospectus, and therein falsely certified that, to the best of its knowledge, information and belief, 

that prospectus, together with the documents incorporated therein by reference, constituted full, 

true and plain disclosure of all material facts relating to the securities offered thereby. 

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

falsely celtified that that prospectus, together with the documents incorporated therein by 

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

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

2009 Prospectus, and therein falsely certified that, to the best of its knowledge, information and 

belief, that prospectus, together with the documents incorporated therein by reference, 

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

thereby. 

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

therein falsely certified that that prospectus, together with the documents incorporated therein by 

reference, constituted full, true and plain disclosure of all material facts relating to the securities 
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offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, 

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

to the best of its knowledge, information and belief, that prospectus, together with the documents 

incorporated therein by reference, constituted full, true and plain disclosure of all material facts 

relating to the securities offered thereby. 

68. E&Y consented to the inclusion in: (1) the June 2009 Prospectus, of its audit reports on 

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

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

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

Financial Statements for 2007, and its adjustments to Sino's Audited Annual Financial 

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

reports on Sino's Audited Annual Financial Statements for 2007 and 2008; and (5) the October 

2010 Offering Memoranda, of its audit reports on Sino's Audited Annual Financial Statements 

for 2008 and 2009. 

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

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

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

VI. THE MISREPRESENTATIONS 

70. During the Class Period, Sino made the misrepresentations particularized below. These 

misrepresentations related to: 

A. Sino's history and fraudulent origins; 

B. Sino's forestry assets; 

C. Sino's related party transactions; 
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D. Sino's relationships with forestry bureaus and its purported title to forestry assets in the 
PRC; 

E. Sino's relationships with its "Authorized Intermediaries;" 

F. Sino's cash flows; 

G. Certain risks to which Sino was exposed; and 

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

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

(;) Sino Overstates the Value of, and the Revenues Generated by, the Leizhou Joint 
Venture 

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

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

Sino-Wood Partners, Limited ("Sino-Wood"), and the Leizhou Forestry Bureau, which was 

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

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

purpose ofLeizhou, established in 1994, was: 

Managing forests, wood processing, the production of wood products and wood 
chemical products, and establishing a production facility with an annual 
production capacity of 50,000 m3 of Micro Density Fiber Board (MDF), 
managing a base of 120,000 mu (8,000 ha) of which the forest annual utilization 
would be 8,000 m3

• 

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

('EJV") and cooperating joint ventures ("CJV"). In an EN, profits and assets are distributed in 

proportion to the parties' equity holdings upon winding up. In a CJV, the parties may contract to 

divide profits and assets disproportionately to their equity interests. 
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73. According to a Sino prospectus issued in January 1997, Leizhou, an EN, was responsible 

for 20,000 hectares of the 30,000 hectares that Sino claimed to have "phased~in." Leizhou was 

the key driver of Sino's purported early growth. 

74. Sino claimed to hold 53% of the equity in Leizhou, which was to total US$lO million, 

and Sino further claimed that the Leizhou Forestry Bureau was to contribute 20,000 ha of 

forestry land. In reality, however, the terms of the EJV required the Leizhou Forestry Bureau to 

contribute a mere 3,533 ha. 

75. What was also unknown to investors was that Leizhou did not generate the sales claimed 

by Sino. More particularly, in 1994, 1995 and 1996, respectively, Sino claimed to have 

generated US$11.3 million, US$23.9 million and US$23.1 million in sales from Leizhou. In 

reality, however, these sales did not occur, or were materially overstated. 

76. Indeed, in an undisclosed letter fi'om Leizhou Forestry Bureau to Zhanjiang City Foreign 

and Economic Relations and Trade Commission, dated February 27, 1998, the Bureatl 

complained: 

To: Zhanjiang Municipal Foreign Economic Relations & Trade Commission 

Through mutual consultation between Leizhou Forestry Administration 
(hereinafter referred to as our side) and Sino-Wood Partners Limited (hereinafter 
referred to as the foreign party), and, with the approval document ZlMPZ 
No.021 [1994] issued by your commission on 28 th January 1994 for approving 
the contracts and articles of association entered into by both parties, and, with the 
approval certificate WJMZHZZZ No.065 [1994] issued by your commission, 
both parties jointly established Zhanjiang Eucalyptus Resources Development 
Co. Ltd. (hereinafter referred to as the Joint Venture) whose incorporate number 
is 162622-0012 and duly registered the same with Zhanjiang Administration for 
Industry and Commerce and obtained the business license GSQHYZ NO.00604 
on 29 th January in the same year. It has been 4 years since the registration and 
we set out the situation as follows: 

I. Information of the investment of both sides 
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A. The investment of our side: according to the contract and articles of 
association signed by both sides and approved by your commission) our 
side has paid in RMB95A81 ,503.29 (equivalent to USD 11 ,640,000.00) to 
the Joint Venture on 20th June )995 through an in-kind contribution. The 
payment was made in accordance with the prescribed procedures and 
confirmed by signatures of the legal representatives of both parties. 
According to the Capital Verification Report from Yuexi (_i!§') 
Accounting Firm, this payment accounts for 99.1 % of the agreed capital 
contribution from our side, which is USD11,750,000, and accounts for 
46.56% of the total investment. 

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

(_i!§') Accounting Firm, this payment only accounts for 7.55% of the 
agreed capital contribution from the foreign party totaling 
USD 13,250,000, and accounts for 4% of the total investment. Then, in the 
prescribed investment period, the foreign party did not further pay capital 
into the Joint Venture. In view of this, your commission sent a "Notice on 
Time for Capital Contribution" to the foreign party on 30th January 1996. 
In accordance with the notice, the foreign party then on lOih April sent a 
letter to your commission, requesting for postponing the deadline for 
capital contribution to 20th December the same year. On 14th May 1996, 
your commission replied to Allen Chan (~f.Hw5m\), the Chairman of the 
Jo int VentllI'e, stating that "postponement of the dead line for capital 
contribution is subject to the consent of our side and requires amendment 
of the term on the capital contribution time in the original contract, and 
both parties shall sign a bilateral supplementary contract; after the 
application has been approved, the postponed deadline will become 
effective.". Based on the spirit of the letter dated 14th May from your 
commission and for the purpose of aehieving mutual communication and 
dealing with the issues of the Joint Venture actively and appropriately, on 
11 th June 1996, Chan Shixing (~*t.R~) and two other Directors from our 
side sent a joint letter to Allen Chan (~*tW>m\), the Chairman of the Joint 
Venture, to propose a meeting of the board to be convened before 30th 

June 1996 in Zhanjiang, in order to discuss how to deal with the issues of 
the Joint Venture in accordance with the relevant State provisions. 
Unfortunately, the foreign party neither had discussion with our side 
pursuant to your commission's letter, nor replied to the proposal of our 
side, and fllIihermore failed to make payment to the Joint Venture. Now, it 
has been two years beyond the deadline for capital contribution (29th 

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

April 1996). However, the foreign party has been evading the discussion 
of the capital contribution issue, and moreover has taken no further action, 
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II. The Joint Venture is not capable of attaining substantial 
operation 

According to the contract and articles of association, the main purposes of 
setting up the Joint Venture are, on the one hand, to invest and construct a 
project producing 50,000 cubic meter Medium Density Fiberboard (IVIDF) 
a year; and on the other hand, to create a forest base of 120,000 mu, with 
which to produce 80,000 cubic meter of timber as raw material for the 
production of medium density fiberboard. The contract and articles of 
association also prescribed that the who Ie fund ing required for the MDF 
board project should be paid by the foreign party in cash; our side should 
pay in-kind the proportion of the fund prescribed by the contract. After 
contributing capital of USD1,000,000 in the early stage, the foreign 
party not only failed to make subsequent capital contributions, but also 
in their own name successively withdrew a total amount of 
RMB4,141,045.02, from the funds they contributed, of which 
USD270,000 was paid to Huadu Baixing Wood Products Factory 
(:teiIfJ'ffisA*f/Jf/J6n, which has no business relationship with the 
Joint Venture. This amount of money equals 47. 6% of [the foreign 
party's] paid in capital. Although our side has almost paid off the agreed 
capital contribution (only short 0.9% of the total committed), due to the 
limited contribution from the foreign party and the fact that they 
withdrew a huge amount of money from those funds originally 
contributed by them, it is impossible for the Joint Venture to construct or 
set up production projects and to commence production operation while 
the funds have been insufficient and the foreign party did not pay in the 
majority of the subscribed capital. In fact, the Joint Venture therefore is 
merely a shell, existing in name only. 

Additionally, after the establishment of the Joint Venture, its internal 
operations have been extremely abnormal, for example, annual board 
meetings have not been held as scheduled; annual reports on the status and 
the results of the annual financial audit are missing; the withdrawal of the 
huge amount of funds by the foreign party was not discussed in the board 
meetings, etc. It is hard to list alJ here. 

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

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

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

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

The Seal of the Leizhou Forestry Bureau 

1998, February 27 

[Translation; emphasis added.] 

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

The $14,992,000 due from the LFB represents cash collected from the sale of 
wood chips on behalfofthe Leizhou ElV. As originally agreed to by Sino-Wood, 
the cash was being retained by the LFB to fund the ongoing plantation costs of the 
Leizhou EJV incurred by the LFB. Sino-Wood and LFB have agreed that the 
amount due to the Leizhou EJV, after reduction for plantation costs incurred, will 
be settled in 1997 concurrent with the settlement of capital contributions due to 
the Leizhou ElV by Sino-Wood. 

78. These statements were false, inasmuch as Leizhou never generated such sales. Leizhou 

was wound-up in 1998. 

79. At all material times, Sino's founders, Chan and Poon, wel'e fully aware of the reality 

relating to Leizhou, and knowingly misrepl'esented the true status of Leizhou, as well as its true 

revenues and profits. 

(iO Sino's Fictitious Investment in SJXT 

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

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

establish strategic partnerships with key local wood product suppliers and to build a strong 

distribution for the wood-based product and contract supply businesses, it had acquired a 20% 

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

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

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

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

timber and log businesses in Eastern China. 

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

called "Shanghai Jin Xiang Timber Wholesale Market" does exist, Sino did not have, as claimed 

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

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

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

approximately US$].9 million for a 20% equity interest. The 1997 Audited Annual Financial 

Statements stated that, as at December 3], 1997, Sino had made capital contributions to SJXT in 

the amount of US$1.0 million. In Sino's balance sheet as at December 31, 1997, the SXJT 

investment was shown as an asset of $1.0 million. 

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

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

period, and that, based on then-current market prices, it expected this contract to generate 

"significant revenue" for Sino-Forest amounting to approximately $40 million. The revenues 

that were purportedly anticipated fi'om the SJXT contract were highly material to Sino. Indeed, 

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

84. In Sino's Audited Annual Financial Statements for the year ended December 31, 1998, 

which statements were filed on SEDAR on May 18, 1999 (the "1998 Financial Statements"), 

Sino again stated that, in 1997, it had acquired a 20% equity interest in SJXT, that the total 
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investment in SJXT was estimated to be US$9.7 mill ion, of which Sino would be required to 

contribute approximately $1.9 mil1ion, representing 20% of the registered capital, and that, as at 

Decembet' 31, 1997 and 1998, Sino had made contributions in the amount of US$1.0 million to 

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

as an asset ofUS$1.0 million. 

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

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

identified in the notes to the 1998 Financial Statements as related party transactions. 

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

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

SJXT represents a very significant development for our lumber and wood 
products trading business. The market is prospering and continues to look very 
promising. Phase I, consisting of 100 shops, is completed. Phases II and III are 
expected to be completed by the year 2000. This expansion would triple the size 
of the Shanghai Timber Market. 

The Shanghai Timber Market is important to Sino~Forest as a generator of 
sign(ficant new revenue. In addition to supplying various forest products to the 
marketfrom our own operations, our direct participation in SJXT increases our 
activities in sourcing a wide range of other wood products both from inside 
China and internationally. 

The Shanghai Timber Market is also very beneficial to the development of the 
forest products industry in China because it is the first forest products national 
sub-market in the eastern region of the country. 

[ ... J 

The market also greatly facilitates Sino-Forest's networking activities, enabling 
us to build new industry relationships and add to our market intelligence, all of 
which increasingly leverage our ability to act as principal in our dealings. 

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

expected to generate approximately $40 million over 18 months." 

88. In Sino's Annual Report for 1999, Sino stated: 

There are also promising growth opportunities as Sino-Forest's investment in 
Shanghai Jin Xiang Timber Ltd. (SJXT or the Shanghai Timber Market), 
develops. The Company also continues to explore opportunities to establish and 
reinforce ties with other international forestry companies and to bring our e­
commerce technology into operation. 

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

[Emphasis added.] 

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

Sales from lumber and wood products trading increased 264% to $34.2 million 
compared to $9.4 million in 1998. The increase in Lumber and wood products 
trading is attributabLe LargeLy to the increase in new business generated from 
our investment in Shanghai Jin Xiang Timber Ltd. (SJXT) and a Larger sales 
force in 1999. Lumber and wood products trading on an agency basis has 
increased 35% from $2.3 million in 1998 to $3.1 million in 1999. The increase in 
commission income on lumber and wood products trading is attributable to 
approximately $1. 8 million of fees earned from a new customer, 

[Emphasis added.] 

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

the significant growth of the lumber and wood products trading business, which has recorded an 

increase in sales of 219% from $11.7 miLLion in 1998 to $37.2 million in 1999" (emphasis 

added). 

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

which statements were filed on SEDAR on May 18, 2000 (the "1999 Financial Statements"), 

S ina stated: 
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During the year, Shanghai Jin Xiang Timber Ltd. ["SJXT"] applied to increase 
the original total capital contributions of $868,000 [Chinese renminbi 7.2 
million] to $1,509,000 [Chinese renminbi 12.5 million]. Sino~Wood is required to 
make an additional contribution of $278,000 as a result of the increase in total 
capital contributions. The additional capital contribution of $278,000 was made 
in 1999 increasing it", equity interest in SJXT from 27.8% to 34.4%. The 
principal activity of SJXT is to organize trading of timber and logs in the PRC 
market. 

[Emphasis added.] 

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

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

a capital contribution of $1 ,037,000 for a 20% equity interest in SJXT. 

93. In addition, note 2(b) to the 1999 Financial Statements stated that, "[a]s at December 31, 

1999, $796,000 ... advances to SJXT remained outstanding. The advances to SJXT were 

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

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

materially misleading, and violated GAAP, inasmuch as those statements failed to disclose that 

Sino had made to SJXT, a related party, a non~interest bearing loan of$796,000. 

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

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

Sino stated: 

In 1999, Shanghai Jin Xiang Timber Ltd. ("SJXT") applied to increase the 
original total capital contributions of $868,000 [Chinese renminbi 7.2 million] to 
$1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to make an 
additional contribution of $278,000 as a result of the increase in total capital 
contributions. The additional capital contribution of $278,000 was made in 1999 
increasing its equity interest in SJXT from 27.8% to 34.4%. The principal activity 
ofSJXT is to organize the trading of timber and logs in the PRC market. During 
the year, advances to SJXT of $796,000 were repaid. 
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95. In Sino's balance sheet as at December 31,2000, the SJXT investment was shown as an 

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

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

the year ended December 31, 2000. 

96. In Sino's Annual Reports (including the audited annual financial statements contained 

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

Sino's "promising" and "very significant" investment in SJXT simply evaporated, without 

explanation, from Sino's disclosure documents. In fact, and unbeknownst to the public, Sino 

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

were reckless in not knowing of, that fact. 

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

relating to SJXT, and knowingly misrepresented the true status of SJXT and Sino's interested 

therein. 

(iii) Sino's Materially Deficient and Misleading Class Period Disclosures regarding 
Sino's History 

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

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

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

founding, Sino was a fraud, inasmuch as its purportedly key investments in Leizhou and SJXT 

were either grossly inflated or fictitious. 

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

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

throughout the Class Period, Sino's senior management and Board purported to be governed by 
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the Code, which touted the "high standards of ethical conduct, in both words and actions", of 

Sino's senior management and Board. 

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

investment was fictitious, or that the revenues generated by Leizhou were non~existent or grossly 

overstated. 

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

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

102. Similal'ly, the June 2009 Prospectus stated only that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation of Mt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act. On June 22, 2004, the Corporation 
filed articles of amendment whereby its class A subordinate-voting shares were 
reclassified as Common Shares and its class B multiple-voting shares were 
eli m inated. 

103. Finally, the December 2009 Prospectus stated only that: 

The Corporation was formed under the Business Corporations Act (Ontario) upon 
the amalgamation ofMt. Kearsarge Minerals Inc. and 1028412 Ontario Inc. 
pursuant to articles of amalgamation dated March 14, 1994. The articles of 
amalgamation were amended by articles of amendment filed on July 20, 1995 and 
May 20, 1999 to effect certain changes in the provisions attaching to the 
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Corporation's class A subordinate-voting shares and class B multiple-voting 
shares. On June 25, 2002, the Corporation filed articles of continuance to continue 
under the Canada Business Corporations Act (the "CBCA"). On June 22, 2004, 
the Corporation filed articles of amendment whereby its class A subordinate­
voting shares were reclassified as Common Shares and its class B multiple-voting 
shares were eliminated. 

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

and Leizhou in the historical narrative in the Prospectuses rendered those Prospectuses materially 

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

shares under the Prospectuses, and/or in the secondary markets, to the highly elevated risk of 

investing in a company that continued to be controlled by Chan and Poon, both of whom were 

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

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

facts to the Class Members during the Class Period, but failed to do so, either in the Prospectuses 

or in any other Impugned Document. 

B. Misrepresentations relating to Sino's Forestry Assets 

(0 Sino Overstates its Yunnan Forestry Assets 

105. In a press release issued by Sino and filed on SEDAR on March 23, 2007, Sino 

announced that it had entered into an agreement to sell 26 million shares to several institutional 

investors for gross proceeds of US$200 million, and that the proceeds would be used for the 

acquisition of standing timber, including pursuant to a new agreement to purchase standing 

timber in Yunnan Province. It further stated in that press release that Sino-Panel (Asia) Inc. 

("Sino-Pane)"), a wholly-owned subsidiary of Sino, had entered on that same day into an 

agreement with Gengma Dai and Wa Tribes Autonomous Region Forestry Company Ltd., 

("Gengma Forestry") established in Lincang City, Yunnan Province in the PRC, and that, under 

that Agreement, Sino-Panel would acquire approximately 200,000 hectares of non-state owned 
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commercial standing timber in Lincang City and surrounding cities in Yunnan for US$700 

million to US$1.4 billion overa 10-year period. 

106. These same terms of Sino's Agreement with Gengma Forestry were disclosed in Sino's 

Q I 2007 MD&A. Moreover, throughout the Class Period, Sino discussed its purported Yunnan 

acquisitions in the Impugned Documents, and Poyry repeatedly made statements regarding said 

holdings, as particularized below. 

107. The reported acquisitions did not take place. Sino overstated to a material degree the size 

and value of its forestry holdings in Yunnan Province. It simply does not own all of the trees it 

claims to own in Yunnan. Sino's overstatement of the Yunnan forestry assets violated GAAP. 

108. The misrepresentations about Sino's acquisition and holdings of the Yunnan forestry 

assets were made in all of the Impugned Documents that were MD&As, financial statements, 

AIFs, Prospectuses and Offel'jng Memoranda, except for the 2005 Audited Annual Financial 

Statements, the QI 2006 interim financial statements, the 2006 Audited Annual Financial 

Statements, the 2006 Annual MD&A. 

(iiJ Sino Overstates its Suriname Forestry Assets; Alternatively, Sino fails to Disclose 
the Material Fact that its Suriname Forestry Assets are contrary to the Laws of 
Suriname 

]09. In mid-2010, Sino became a majority shareholder of Greenheart Group Ltd., a Bermuda 

corporation having its headquarters in Hong Kong, China and a listing on the Hong Kong Stock 

Exchange ("Green heart"). 

110. In August 2010, Greenheart issued an aggregate principal amount of US$25,000,000 

convertible notes for gross proceeds ofUS$24,750,000. The sole subscriber of these convertible 

notes was Greater Sino Holdings Limited, an entity in which Murray has an indirect interest. In 
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addition, Chan and Murray then became members of Greenheart's Board, Chan became the 

Board's Chairman, and Martin became the CEO of Greenheart and a member of its Board. 

111. On August 24, 20 10 and December 28, 2010, Greenheart granted to Chan, Mal1in and 

Murray options to purchase, respectively, approximately 6.8 million, 6.8 million and 1.1 million 

Greenheart shares. The options are exercisable for a five-year term. 

112. As at March 31, 2011, General Enterprise Management Services International Limited, a 

company in which Murray has an indirect interest, held 7,000,000 shares of Greenheart, being 

0.9% of the total issued and outstanding shares of Greenheart. 

113. As a result of the aforesaid transactions and interests, Sino, Chan, Martin and Murray 

stood to profit handsomely from any inflation in the market price of Greenheart's shares. 

114. At all material times, Greenheart purported to have forestry assets in New Zealand and 

Suriname. On March 1, 2011, Greenheart issued a press release in which it announced that: 

Greenheart acquires certain rights to additional 128,000 hectare concession in 
Suriname 

***** 
312,000 hectares now under G"eenheart management 

Hong Kong, March 1, 2011 - Greenheart Group Limited ("Greenheart" or "the 
Company") (HKSE: 00094), an investment holding company with forestry assets in 
Suriname and New Zealand (subject to certain closing conditions) today announced that 
the Company has acquired 60% of Vista Marine Services N. V. ("Vista"), a private 
company based in Suriname, South America that controls certain harvesting rights to a 
128,000 hectares hardwood concession. Vista will be rebranded as part of the 
Greenheart Group. This transaction will increase Greenheart's concessions under 
management in Suriname to approximately 312,000 hectares. The cost of this 
acquisition is not material to the Company as a whole but the Company is optimistic 
about the prospects of Vista and the positive impact that it will bring. The concession is 
located in the Sipalawini district of Suriname, South America, bordering Lake 
Brokopondo and has an estimated annual allowable cut of approximately 100,000 
cubic meters. 
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Mr. Judson Martin, Chief Executive Officer of Greenheart and Vice-Chairman of Sino­
Forest Corporation, the Company's contl'Olling shareholder said, "This acquisition is in 
line with our growth strategy to expand our footprint in Suriname. In addition to 
increased harvestable area, this acquisition will bring synergies in sales, marketing, 
administration, financial reporting and control, logistics and overall management. I am 
pleased to welcome Mr. Ty Wilkinson to Greenheart as our minority partner. Mr. 
Wilkinson shares our respect for the people of Suriname and the land and will be 
appointed Chief Executive Officer of this joint venture and be responsible for operating 
in a sustainable and responsible manner. This acquisition further advances Greenheart's 
strategy of becoming a global agri-forestry company. We will continue to actively seek 
well-priced and sustainable concessions in Suriname and neighboring regions in the 
coming months." 

[Emphasis added.] 

115. In its 2010 AIF, filed on SEDAR on March 31, 2011, Sino stated: 

We hold a majority interest in Greenheart Group which, together with its subsidiaries, 
owns certain rights and manages approximately 312,000 hectares of hardwood forest 
concessions in the Republic of Suriname, South America ("Suriname") and 11,000 
hectares of a radiata pine plantation on 13,000 hectares of freehold land in New Zealand 
as at March 31, 2011. We believe that our ownership in Greenheart Group will 
strengthen our global sourcing network in supplying wood fibre for China in a 
sustainable and responsible manner. 

[Emphasis added.] 

116. The statements reproduced in the preceding paragraph were false and/or materially 

misleading when made. Under the Suriname Forest Management Act, it is prohibited for one 

company or a group of companies in which one person or company has a majority interest to 

control more than 150,000 hectares of land under concession. Therefore, either Greenheart's 

concessions under management in Suriname did not exceed 150,000 hectares, or Greenheart's 

concessions under management in Suriname violated the Jaws of Suriname, which was a material 

fact not disclosed in any of the Impugned Documents. 

117. In each of the Octobel' 2010 Offering Memorandum, the 2010 Annual MD&A, the 2010 

AIF, Sino represented that Greenheart had well in excess of 150,000 hectares of concession 
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under management in Suriname without however disclosing that Suriname law imposed a limit 

of 150,000 hectares on Greenheart and its subsidiaries. 

118. Finally, Vista's forestry concessions are located in a region of Suriname populated by the 

Saramaka, an indigenous people. Pursuant to the American Convention on Human Rights and a 

decision of the Inter-American Court of Human Rights, the Saramaka people must have effective 

control over their land, including the management of their reserves, and must be effectively 

consulted by the State of Suriname. Sino has not disclosed in any of the Impugned Documents 

where it has discussed Greenheart and/or Suriname assets that Vista's purported concessions in 

Suriname, if they exist at all, are impaired due to the unfulfilled rights of the indigenous people 

of Suriname, in violation ofGAAP. The Impugned Documents that omitted that disclosure were 

the 2010 Annual MD&A, the 2010 Audited Annual Financial Statements, and the 2010 AIF. 

(iii) Sino overstates its Jiangxi Forestry Assets 

119. On June 11,2009, Sino issued a press release in which it stated: 

Sino-Forest Corporation (TSX: TRE), a leading commercial forest plantation operator in 
China, announced today that its wholly-owned subsidiary, Sino-Panel (China) 
Investments Limited ("Sino-Panel"), has entered into a Master Agreement for the 
Purchase of Pine and Chinese Fir Plantation Forests (the "Jiangxi Master Agreement") 
with Jiangxi Zhonggan Industrial Development Company Limited ("Jiangxi Zhonggan"), 
which wi II act as the authorized agent for the original plantation rights ho Iders. 

Under the Jiangxi Master Agreement, Sino-Panel will, through PRC subsidiaries of Sino­
Forest, acquire between 15 million and 18 mi11ion cubic metres (m3) of wood fibre 
located in plantations in Jiangxi Province over a three-year period with a price not to 
exceed RMB300 per m3, to the extent permitted under the relevant PRC laws and 
regulations. The plantations in which such amount ofwoodflbre to acquire is between 
150,000 and 300,000 hectares to achieve an estimated average wood fibre yield of 
approximately 100 m) per hectare, and include tree species such as pine, Chinese fir and 
others. Jiangxi Zhonggan will ensure plantation forests sold to Sino-Panel and its PRC 
subsidiaries are non-state-owned, non-natural, commercial plantation forest trees. 

In addition to securing the maximum tree acquisition price, Sino-Panel has pre-emptive 
rights to lease the underlying plantation land at a price, permitted under the relevant PRC 
laws and regulations, not to exceed RMB450 per hectare per annum for 30 years from the 
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time of harvest. The land lease can also be extended to 50 years as permitted under PRC 
laws and regulations. The specific terms and conditions of purchasing or leasing are to be 
determined upon the execution of definitive agreements between the PRC subsidiaries of 
Sino-Panel and Jiangxi Zhonggan upon the authorisation of original plantation rights 
holders, and subject to the requisite governmental approval and in compliance with the 
relevant PRC laws and regulations. 

Sino~Forest Chairman and CEO Allen Chan said, uWe are fortunate to have been able 
to capture and support investment opportunities in China's developing forestry sector 
by locking up a large amount of fibre at competitive prices. The Jiangxi Master 
Agreement is Sino-Forest's fifth, long~term, fibre purchase agreement during the past 
two years. These five agreements cover a total plantation area of over one million 
hectares in five of China's most densely forested provinces. " 

[Emphasis added.] 

120. According to Sino's 2010 Annual MD&A, as of December 31, 2010, Sino had acquired 

59,700 ha of plantation trees from Jiangxi Zhonggan Industrial Development Company Limited 

("Zhonggan") for US$269.1 million under the terms of the master agreement. (In its interim 

report for the second quarter of 20 II, which was issued after the Class Period, Sino claims that, 

as at June 30, 2011, this number had increased to 69,100 ha, for a purchase price of US$309.6 

million). 

121. However, as was known to Sino, Chan, Poon and Horsley, and as ought to have been 

known to the remaining Individual Defendants, BOO, E&Y and Poyry, Sino's plantation 

acquisitions through Zhonggan are materially smaller than Sino has claimed. 

(tv) Poyry makes Misrepresentations in relation to Sino's Forestry Assets 

122. As particularized above, Sino overstated its forestry assets in Yunnan and Jiangxi 

Provinces in the PRC and in Suriname. Accordingly, Sino's total assets are overstated to a 

material degree in all of the Impugned Documents, in violation of GAAP, and each such 

statement of Sino's total assets constitutes a misrepresentation. 

180



52 

123. In addition, during the Class Period, Poyry and entities affiliated with it made statements 

that are misrepresentations in regard to Sino's Yunnan Province "assets," namely: 

(a) In a report dated March 14,2008, filed on SEDAR on March 31, 2008 (the "2008 

Valuations"), Poyry: (a) stated that it had determined the valuation of the Sino 

forest assets to be US$3.2 billion as at 31 December 2007; (b) provided tables and 

figures regarding Yunnan; (c) stated that "Stands in Yunnan range from 20 ha to 

1000 ha," that "In 2007 Sino~Forest purchased an area of mixed broad leaf forest 

in Yunnan Province," that "Broadleaf forests already acquired in Yunnan are all 

mature," and that "Sino-Forest is embarking on a series of forest 

acquisitions/expansion efforts in Hunan, Yunnan and Guangxi;" and (d) provided 

a detailed discussion of Sino's Yunnan "holdings" at Appendixes 3 and 5. 

Poyry's 2008 Valuations were incorporated in Sino's 2007 Annual MD&A, 

amended 2007 Annual MD&A, 2007 AIF, each of the Ql, Q2, and Q3 2008 

MD&As, Annual 2008 MD&A, amended Annual 2008 MD&A, each of the Ql, 

Q2 and Q3 2009, annual 2009 MD&A, and July 2008 and December 2009 

Offering Memoranda; 

(b) In a report dated April 1, 2009 and filed on SEDAR on April 2, 2009 (the "2009 

Valuations"), Poyry stated that "[t]he area of forest owned in Yunnan has 

quadrupled from around 1 0 000 ha to almost 40 000 ha over the past year," 

provided figures and tables regarding Yunnan, and stated that "Sino-Forest has 

increased its holding of broad leaf crops in Yunnan during 2008, with this 

province containing nearly 99% of its broad leaf resource." Poyry's 2009 

Valuations were incorporated in Sino's 2008 AIF, each of the QI, Q2, Q3 2009 

MD&As, Annual 2009 MD&A, June 2009 Offering Memorandum, and June 

2009 and December 2009 Prospectuses; 

(c) In a "Final Report" dated April 23, 2010, filed on SEDAR on April 30, 2010 (the 

"2010 Valuations"), Poyry stated that "Guangxi, Hunan and Yunnan are the three 

largest provinces in terms of Sino-Forest's holdings. The largest change in area 

by province, both in absolute and relative terms [sic] has been Yunnan, where the 
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area of forest owned has almost tripled, from around 39 000 ha to almost 106 000 

ha over the past year," provided figures and tables regarding Yunnan, stated that 

"Yunnan contains 106 000 ha, including 85 000 ha or 99% of the total broad leaf 

forest," stated that "the three provinces of Guangxi, Hunan and Yunnan together 

contain 391 000 ha or about 80% of the total forest area of 491 000 ha" and that 

"[a]lmost 97% of the broadleaf forest is in Yunnan," and provided a detailed 

discussion of Sino's Yunnan "holdings" at Appendixes 3 and 4. Poyry's 2010 

Valuations were incorporated in Sino's 2009 AIF, the annual 2009 MD&A, each 

of the Ql, Q2 and Q3 2010 MD&As, and the October 2010 Offering 

M emorandu m; 

(d) In a "Summary Valuation Report" regarding "Valuation of Purchased Forest 

Crops as at 31 December 2010" and dated May 27,2011, Poyry provided tables 

and figures regarding Yunnan, stated that "[t]he major changes in area by species 

from December 2009 to 2010 has been in Yunnan pine, with acquisitions in 

Yunnan and Sichuan provinces" and that "[a]nalysis of[Sino's] inventory data for 

broad leaf forest in Yunnan, and comparisons with an inventory that Poyry 

undertook there in 2008 supported the upwards revision of prices applied to the 

Yunnan broadleaf large size log," and stated that "[t]he yield table for Yunnan 

pine in Yunnan and Sichuan provinces was derived from data collected in this 

species in these provinces by Poyry during other work;" and 

(e) In a press release titled "Summary of Sino-Forest's China Forest Asset 2010 

Valuation Reports" and which was "jointly prepared by Sino-Forest and Poyry to 

highlight key findings and outcomes from the 2010 valuation reports," Poyry 

reported on Sino's "holdings" and estimated the market value of Sino's forest 

assets on the 754,816 ha to be approximately US$3.1 billion as at December 31, 

2010. 
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C. Misrepresentations relating to Sino's Related Party Transactions 

(i) Related Party Transactions Generally 

124. Under GAAP and GAAS, a "related party" exists "when one party has the ability to 

exercise directly or indirectly, control, joint control or significant influence over the other." 

(CICA Handbook 3840.03) Examples include a parent-subsidiary relationship or an entity that 

is economically dependent upon another. 

125. Related parties raise the concern that transactions may not be conducted at arm's length, 

and pricing or other terms may not be determined at fair market values. For example, when a 

subsidiary "sells" an asset to its parent at a given price, it may not be appropriate that that asset 

be reported on the balance sheet or charged against the earnings of the parent at that price. 

Where transactions are conducted between arm's length parties, this concern is generally not 

present. 

126. The existence of related party transactions is important to investors irrespective of the 

reported dollar values of the transactions because the transactions may be controlled, 

manipulated and/or concealed by management (for example, for corporate purposes or because 

fraudulent activity is involved), and because such transactions may be used to benefit 

management or persons close to management at the expense of the company, and therefore its 

shareho Iders. 

(ii) Sino fails to disclose that Zhonggan was a Related Party 

127. Irrespective of the true extent of Zhonggan's transactions in Jiangxi forestry plantations, 

Sino failed to disclose, in violation ofGAAP, that Zhonggan was a related party of Sino. More 

particularly, according to AIC records, the legal representative of Zhonggan is Lam Hong Chiu, 

who is an executive vice president of Sino. Lam Hong Chiu is also a director and a 50% 
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shareholder of China Square Industrial Limited, a BVI corporation which, according to AIC 

records, owns 80% of the equity ofZhonggan. 

128. The Impugned Documents that omitted that disclosure were the Q2 2009 MD&A, the Q2 

2009 interim financial statements, the Q3 2009 MD&A, the Q3 2009 interim financial 

statements, the December 2009 Prospectus, the 2009 Annual MD&A, the 2009 Audited Annual 

Financial Statements, the 2009 AIF, the Ql 2010 MD&A, the Ql 2010 interim financial 

statements, the Q2 2010 MD&A, the Q2 20 I 0 interim financial statements, the Q3 2010 MD&A, 

the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 Audited Annual 

Financial Statements, and the 2010 AIF. 

(iii) Sino fails to disclose that Homix was a Related Party 

129. On January 12, 2010, Sino issued a press release in which it announced the acquisition by 

one of its wholly-owned subsidiaries of Homix Limited ("Homix"), which it described as a 

company engaged in research and development and manufacturing of engineered-wood products 

in China, for an aggregate amount ofUS$7.1 million. That press release stated: 

HOMIX has an R&D laboratory and two engineered-wood production operations based 
in Guangzhou and Jiangsu Provinces, covering eastern and southern China wood product 
markets. The company has developed a number of new technologies with patent rights, 
specifically suitable for domestic plantation logs including poplar and eucalyptus species. 
HOMIX specializes in curing, drying and dyeing methods for engineered wood and has 
the know-how to produce ,'ecomposed wood products and laminated veneer lumber. 
Recomposed wood technology is considered to be environment-friendly and versatile as 
it uses fibre from forest plantations, recycled wood and/or wood residue. This reduces the 
traditional use of large-diameter trees from natural forests. There is growing demand for 
recomposed wood technology as it reduces cost for raw material while increases the 
utilization and sustainable use of plantation fibre for the production of furniture and 
interior/exterior building materials. 

[ ... ] 
Mr. Allen Chan, Sino-Forest's Chairman & CEO, said, "As we continue to ramp up our 
replanting programme with improved eucalyptus species, it is important for Sino-Forest 
to continue investing in the research and development that maximizes all aspects of the 
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forest product supply chain. Modernization and improved productivity of the wood 
processing industry in China is also necessary given the country's chronic wood fibre 
deficit. Increased usc of technology improves operation efficiency, and maximizes and 
broadens the use of domestic plantation wood, which reduces the need for logging 
domestic natural forests and for importing logs from strained tropical forests. HOMIX 
has significant techno logical capabilities in engineered-wood processing." 

Mr. Chan added, "By acquiring HOMIX, we intend to usc six-year eucalyptus fibre 
instead of 30-year tree fibre from other species to produce quality lumber using 
recomposed technology. We believe that this will help preserve natural forests as well as 
improve the demand for and pricing of our planted eucalyptus trees." 

130. Sino's 2009 Audited Annual Financial Statements, Q1I2010 Unaudited Interim Financial 

Statements, 2010 Audited Annual Financial Statements, the MD&As related to each of the 

aforementioned financial statements, and Sino's AIFs for 2009 and 2010, each discussed the 

acquisition of Homix, but nowhere disclosed that Homix was in fact a related party of Sino. 

131. More particularly, Hua Chen, a Senior Vice President, Administration & Finance, of Sino 

in the PRC, and who joined Sino in 2002, is a 30% shareholder of an operating subsidiary of 

Homix, Jiangsu Dayang Wood Co., Ltd. ("Jiangsu") 

132. In order to persuade current and prospective Sino shareholders that there was a 

commercial justification for the Homix acquisition, Sino misrepresented Homix's patent designs 

registered with the PRe State Intellectual Propet1y Office. In particular, in its 2009 Annual 

Report, Sino stated: 

HOMIX acquisition 

In accordance with oUI' strategy to focus on research and development and to improve the 
end-use of our wood fibre, we acquired IIOMIX Ltd. in January 2010 for $7.1 million. 
This corporate acquisition is small but strategically important adding valuable 
intellectual property rights and two engineered-wood processing facilities located in 
Guangdong and Jiangsu Provinces to our operations. Homix has developed 
environment-friendly technology, an efficient process using recomposed technology to 
convert small-diameter plantation logs into building materials and furniture. Since we 
plan to grow high volumes of eucalypt and other FGHY species, this acquisition will help 
us achieve our long-term objectives of maximizing the use of our fibre, supplying a 
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variety of downstream customers and enhancing economic rural development. [Emphasis 
added] 

133. However, Homix itself then had no patent designs registered with the PRC State 

Intellectual Property Office. At that time, Homix had two subsidiaries, Jiangsu and Guangzhou 

Pany Dacheng Wood Co. The latter then had no patent designs registered with the PRC State 

Intellectual Property Office, while Jiangsu had two patent designs. However, each such design 

was for wood dyeing, and not for the conversion of small-diameter plantation logs into building 

materials and furniture. 

(tv) Sinofails to disclose that Yunan Shunxuan was a Related Party 

134. In addition, during the Class Period, Sino purportedly purchased approximately 1,600 

hectares of timber in Yunnan province from Yunnan Shunxuan Forestry Co. Ltd. Yunnan 

Shunxuan was part of Sino, acting under a separate label. Accordingly, it was considered a 

related party for the purposes of the GAAP disclosure requirements, a fact that Sino failed to 

disclose. 

135. The Impugned Documents that omitted that disclosure were the 2009 Annual MD&A, the 

2009 Audited Annual Financial Statements, the 2009 AIF, the Ql 2010 MD&A, the Ql 2010 

interim financial statements, the Q2 2010 MD&A, the Q2 2010 interim financial statements, the 

Q3 2010 MD&A, the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 20 I 0 

Audited Anmlal Financial Statements, and the 2010 AIF. 

136. Sino's failure to disclose that Yunnan Shunxuan was a related party was a violation of 

GAAP, and a misrepresentation. 

(v) Sino fails to disclose that Yuda Wood was a Related Party 

137. Huaihua City Yuda Wood Co. Ltd., based in Huaihua City, Hunan Province ("Yuda 

Wood"), was a major supplier of Sino at material times. Yuda Wood was founded in April 2006 
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and, from 2007 until 2010, its business with Sino totalled approximately 152,164 Ha and RMB 

4.94 billion. 

138. During that period, Yuda Wood was a related party of Sino. Indeed, in the Second 

Repolt, the IC acknowledged that "there is evidence suggesting close cooperation {between 

Sino and Yuda Wood] (including administrative assistance, possible payment of capital at the 

time of establishment, joint control of certain of Yuda Wood's RMB bank accounts and the 

numerous emails indicating coordination of funding and other business activities)" [emphasis 

added.] 

139. The fact that Yuda Wood was a related party of Sino during the Class Period was a 

material fact and was required to be disclosed under GAAP, but, during the Class Period, that 

fact was not disclosed by Sino in any of the Impugned Documents, or otherwise. 

(vi) Sino fails to Disclose that MaJor Suppliers were Related Parties 

140. At material times, Sino had at least thirteen suppliers where former Sino employees, 

consultants or secondees are or were directors, officers and/or shareholders of one or more such 

suppliers. Due to these and other connections between these suppliers and Sino, some or all of 

such suppliers were in fact undisclosed related patties of Sino. 

141. Including Yuda Wood, the thirteen suppliers referenced above accounted for 43% of 

Sino's purported plantation purchases between 2006 and the first quarter of 20 11. 

142. In none of the Impugned Documents did Sino disclose that any of these suppliers were 

related parties, nor did it disclose sufficient particulars of its relations with such suppliers as 

would have enabled the investing public to ascertain that those suppliers were related parties. 
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D. Misrepresentations relating to Sino's Relations with Forestry Bureaus and its 
Purported Title to Forestry Assets in the PRe 

143. In at least two instances during the Class Period, PRC forestry bureau officials were 

either concurrently or subsequently employees of, or consultants to, Sino. One forestry bureau 

assigned employees to Sino and other companies to assist in the development of the forestry 

industry in its jurisdiction. 

144. In addition, a vice-chief of the forestry bureau was assigned to work closely with Sino, 

and while that vice chief still drew a basic salary from the forestry bureau, he also acted as a 

consultant to Sino in the conduct of Sino's business. This arrangement was in place for several 

years. That vice-chief appeared on Sino's payroll from January 2007 with a monthly payment of 

RMB 15,000, which was significant compared with his forestry bureau salary. 

145. In addition, at material times, Sino and/or its subsidiaries and/or its suppliers made cash 

payments and gave "gifts" to forestry bureau officals, which potentially constituted a serious 

criminal offence under the laws of the PRC. At least some of these payments and gifts were 

made or given in order to induce the recipients to issue "confirmation letters" in relation to 

Sino's purported holdings in the PRC of standing timber. These practices utterly compromised 

the integrity ofthe proeess whereby those "confirmation letters" were obtained. 

146. Further, a chief of a fOl'estry bureau who had authorized the issuance of confirmations to 

Sino was arrested due to corruption charges. That forestry bureau had issued confirmations only 

to Sino and to no other companies. Subsequent to the termination of that forestry bureau chief, 

that forestry bureau did not issue confirmations to any company. 

147. The foregoing facts were material because: (I) they undermined the reliability (if any) of 

the documentation upon which Sino relied and continues to rely to establish its ownership of 
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standing timber; and (2) the corruption in which Sino was engaged exposed Sino to potential 

criminal penalties, including substantial fines, as well as a risk of severe reputational damage in 

Sino's most important market, the PRC. 

148. However, none of these facts was disclosed in any of the Impugned Documents. On the 

contrary, Sino only made the following disclosure regarding former government officials in its 

2007 Annual Report (and in no other Impugned Document), which was materially incomplete, 

and a l:nisrepresentation: 

To ensure successful growth, we have trained and promoted staff from within our 
organization, and hired knowledgeable people with relevant working experience 
and industry expertise - some joined us from forestry bureaus in various regions 
and provinces and/or state-owned tree farms. [ ... ] 4. Based in Heyuan, 
Ouangdong, Deputy OM responsible for Heyuan plantations, previously with 
forestry bureau; studied at Yangdongxian Dangxiao [Mr. Liang] 5. Based in 
Hunan, Plantation controller, graduated from Hunan Agricultural University, 
previously Assistant Manager of state-owned farm trees in Hunan [Mr. Xie]. 

149. In respect of Sino's purported title to standing timber in the PRC, Sino possessed 

Plantation Rights Certificates, or registered title, only in respect of 18% of its purported holdings 

of standing timber as at December 31, 2010, a fact nowhere disclosed by Sino during the Class 

Period. This fact was highly material to Sino, inasmuch as standing timber comprised a large 

proportion of Sino's assets throughout the Class Period, and in the absence of Plantation Rights 

Certificates, Sino could not establish its title to that standing timber. 

150. Rather than disclose this highly material fact, Sino made the following misrepresentations 

in the fo Ilowing T mpugned Documents: 

(a) In the 2008 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased tree plantations and planted tree plantations currently under our 

management, and we are in the process of applying for the plantation rights 
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certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; 

(b) In the 2009 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]; and 

(c) In the 2010 AIF: "We have obtained the plantation rights certificates or 

requisite approvals for acquiring the relevant plantation rights for most of the 

purchased plantations and planted plantations currently under our 

management, and we are in the process of applying for the plantation rights 

certificates for those plantations for which we have not obtained such certificates" 

[emphasis added]. 

151. In the absence of Plantation Rights Certificates, Sino relies principally on the purchase 

contracts entered into by its BVI subsidiaries ("BVIs") in order to demonstrate its ownership of 

standing timber. 

152. However, under PRC law, those contracts are void and unenforceable. 

153. In the alternative, if those contracts are valid and enforceable, they are enforceable only 

as against the counterparties through which Sino purported to acquire the standing timber, and 

not against the party who has registered title (if any) to the standing timber. Because some or all 

of those counterparties were or became insolvent, corporate shells or thinly capitalized, then any 

claims that Sino would have against those counterparties under PRC law, whether for unjust 

enrichment 01' otherwise, were of little to no value, and certainly constituted no substitute for 

registered title to the standing timber which Sino purported to own. 
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154. Sino never disclosed these material facts during the Class Period, whether in the 

Impugned Documents or otherwise. On the contrary, Sino made the following 

misrepresentations in relation to its purported title to standing timber: 

(a) In the July 2008 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(b) In the June 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own our purchased plantations"; 

(c) In the October 2010 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the relevant forestry bureaus, we 

legally own ollr purchased plantations"; 

(d) In the 2006 AIF, Sino stated "Based on the supplemental purchase contracts and 

the plantation rights certificates issued by the relevant forestry departments, we 

have the legal right to own our purchased tree plantations"; 

(e) In the 2007 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry departments, we have the legal right to 

own our purchased tree plantations"; 

(f) In the 2008 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

tree plantations"; 
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(g) In the 2009 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the local forestry bureaus, we legally own our purchased 

plantations"; 

(h) In the December 2009 Offering Memorandum, Sino stated "Based on the relevant 

purchase contracts and the approvals issued by the local forestry bureaus, we 

legally own our purchased plantations"; and 

(i) J n the 2010 AIF, Sino stated "Based on the relevant purchase contracts and the 

approvals issued by the relevant forestry bureaus, we legally own our purchased 

plantations." 

155. In addition, during the Class Period, Sino never disclosed the material fact, belatedly 

revealed in the Second Report, that "in practice it is not able to obtain Plantation Rights 

Certificates for standing timber purchases when no land transfer rights are transferrecC' 

[emphasis added]. 

156. On the contrary, during the Class Period, Sino made the following misrepresentation in 

each of the 2006 and 2007 AIFs: 

Since 2000, the PRC has been improving its system of registering plantation land 
ownership, plantation land use rights and plantation ownership rights and its 
system of issuing celtificates to the persons having plantation land use rights, to 
owners owning the plantation trees and to owners of the plantation land. In April 
2000, the PRC State Forestry Bureau announced the "Notice on the 
Implementation of Nationwide Uniform Plantation Right Celtificates" (Lin Zi Fa 
[2000] No. 159) on April 19, 2000 (the "Notice"). Under the Notice, a new 
uniform form of plantation rights certificate is to be used commencing from the 
date of the Notice. The same type of new form plantation rights certificate will 
be issued to the persons having the right to use the plantation land, to persons 
who own the plantation land and plantation trees, and to persons having the 
right to use plantation trees. 

[Emphasis added] 
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157. Under PRC law, county and provincial forestry bureaus have no authority to issue 

confirmation letters. Such letters cannot be relied upon in a court of law to resolve a dispute and 

are not a guarantee of title. Notwithstanding this, during the Class Period, Sino made the 

fo !lowing misrepresentations: 

(a) In the 2006 AIF: "In addition, for the purchased tree plantations, we have 

obtained confirmations from the relevant forestry bureaus that we have the 

legal right to own the purchased tree plantations for which we have not received 

certificates" [emphasis added]; and 

(b) In the 2007 AIF: "For our Purchased Tree Plantations, we have applied for the 

relevant Plantation Rights Certificates with the competent local forestry 

departments. As the relevant locations where we purchased our Purchased Tree 

Plantations have not fully implemented the new form Plantation Rights 

Certificate, we are not able to obtain all the corresponding Plantation Rights 

Certificates for our Purchased Tree Plantations. In this connection, we obtained 

confirmation on our ownership of our Purchased Tree Plantations from the 

relevant forestry departments." [emphasis added] 
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E. Misrepresentations relating to Sino's Relationships with its AIs 

158. In addition to the misrepresentations alleged above in relation to Sino's Als, including 

those alleged in Section VI.C hereof (Misrepresentations relating to Sino's Related Party 

Transactions), Sino made the following misrepresentations during the Class Period in relation to 

its relationships with it Als. 

(0 Sino Misrepresents the Degree of its Reliance on its Als 

159. On March 30, 2007, Sino issued and filed on SEDAR its 2006 AIF. In that AIF, Sino 

stated: 

... PRC laws and regulations require foreign companies to obtain licenses to engage in 
any business activities in the PRC. As a result of these requirements, we currently engage 
in our trading activities through PRC authorized intermediaries that have the requisite 
business licenses. There is no assurance that the PRC government will not take action to 
restrict our ability to engage in trading activities through our authorized intermediaries. 
In order to reduce our reliance on the authorized intermediaries, we intend to use a 
WFOE in the PRe to enter into contracts directly with suppliers of raw timber, and 
then process the raw timber, or engage others to process raw timber on its behalf, and 
sell logs, wood chips and wood-based products to customers, although it would not be 
able to engage in pure trading activities. 

[Emphasis added.] 

160. In its 2007 AIF, which Sino filed on March 28, 2008, Sino again declared its intention to 

reduce its reliance upon Als. 

161. These statements were false and/or materially misleading when made, inasmuch as Sino 

had no intention to reduce materially its reliance on Als, because its Als were critical to Sino's 

ability to inflate its revenue and net income. Rather, these statements had the effect of mitigating 

any investor concern arising fi'om Sino's extensive reliance upon Als. 

162. Throughout the Class Period, Sino continued to depend heavily upon Als for its 

purported sales of standing timber. In fact, contrary to Sino's purported intention to reduce its 

reliance on its Als, Sino's reliance on its Als in fact increased during the Class Period. 
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(UJ Sino Misrepresents the Tax-related Risks Arisingfrom its use of Als 

163. Throughout the Class Period, Sino materially understated the tax-related risks arising 

from its use of Als. 

164. Tax evasion penalties in the PRC are severe. Depending on whether the PRC authorities 

seek recovery of unpaid taxes by means of a civil or criminal proceeding, its claims for unpaid 

tax are subject to either a five- or ten-year limitation period. The unintentional failure to pay 

taxes is subject to a 0.05% per day interest penalty, while an intentional failure to pay taxes is 

punishable with fines of up to five times the unpaid taxes, and confiscation of part or all of the 

criminal's personal properties maybe also imposed. 

165. Therefore, because Sino professed to be unable to determine whether its AIs have paid 

required taxes, the tax-related risks arising from Sino's use of AIs were potentially devastating. 

Sino failed, however, to disclose these aspects of the PRC tax regime in its Class Period 

disclosure documents, as alleged more particularly below. 

166. Based upon Sino's reported results, Sino's tax accruals in all of its Impugned Documents 

that were interim and annual financial statements were materially deficient. For example, 

depending on whether the PRC tax authorities would assess interest at the rate of 18.75% per 

annum, or would assess no interest, on the unpaid income taxes of Sino's BYI subsidiaries, and 

depending also on whether one assumes that Sino's AIs have paid no income taxes or have paid 

50% of the income taxes due to the PRC, then Sino's tax accruals in its 2007, 2008, 2009 and 

2010 Audited Annual Financial Statements were understated by, respectively, US$10 million to 

US$150 million, US$50 million to US$260 million, US$81 million to US$371 million, and 

US$83 million to US$493 million. Importantly, were one to consider the impact of unpaid taxes 

other than unpaid income taxes (for example, unpaid value-added taxes), then the amounts by 
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which Sino's tax accruals were understated in these financial statements would be substantially 

larger. 

167. The aforementioned estimates of the amounts by which Sino's tax accruals were 

understated also assume that the PRC tax authorities only impose interest charges on Sino's BVl 

Subsidiaries and impose no other penalties for unpaid taxes, and assume further that the PRC 

authorities seek back taxes only for the preceding five years. As ind icated above, each of these 

assumptions is likely to be unduly optimistic. In any case, Sino's inadequate tax accruals 

violated GAAP, and constituted misrepresentations. 

168. Sino also violated GAAP in its 2009 Audited Annual Financial Statements by failing to 

apply to its 2009 financial results the PRC tax guidance that was issued in February 2010. 

Although that guidance was issued after year-end 2009, GAAP required that Sino apply that 

guidance to its 2009 financial results, because that guidance was issued in the subsequent events 

period. 

169. Based upon Sino's reported profit margins on its dealings with Als, which margins are 

extraordinary both in relation to the profit margins of Sino's peers, and in relation to the limited 

risks that Sino purports to assume in its transactions with its Als, Sino's AIs are not satisfying 

their tax obligations, a fact that was either known to the Defendants or ought to have been 

known. If Sino's extraordinary profit margins are real, then Sino and its AIs must be dividing 

the gains from non-payment of taxes to the PRC. 

170. During the Class Period, Sino never disclosed the true nature of the tax-related risks to 

which it was exposed. This omission, in violation of GAAP, rendered each of the following 

statements a misrepresentation: 
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(a) In the 2006 Annual Financial Statements, note 11 [b] "Provision for tax related 

liabilities" and associated text; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the AIF dated March 30, 2007, the section "Estimation of the Company's 

provision for income and related taxes," and associated text; 

(d) In the Q 1 and Q2 2007 Financial Statements, note 5 "Provision for Tax Related 

Liabilities," and associated text; 

(e) In the Q3 2007 Financial Statements, note 6 "Provision for Tax Related 

Liabilities," and associated text; 

(f) In the 2007 Annual Financial Statements, note 13 [b] "Provision for tax related 

liabilities," and associated text; 

(g) In the 2007 Annual MD&A and Amended 2007 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Critical Accounting 

Estimates," and associated text; 

(h) In the AIF dated March 28, 2008, the section "Estimation of the Corporation's 

provision for income and related taxes," and associated text; 

(i) In the Q 1, Q2 and Q3 2008 Financial Statements, note 12 "Provision for Tax 

Related Liabilities," and associated text; 

U) In the Ql, Q2 and Q3 2008 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(k) In the July 2008 Offering Memorandum, the subsection "Taxation" in the section 

"Management's Discussion and Analysis of Financial Condition and Results of 

Operations," and associated text; 
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(I) In the 2008 Annual Financial Statements, note 13 [d] "Provision for tax related 

liabilities," and associated text; 

(m) In the 2008 Annual MD&A and Amended 2008 Annual MD&A, the subsection 

"Provision for Tax Related Liabilities" in the section "Cl'itical Accounting 

Estimates," and associated text; 

(n) In the AIF dated March 31, 2009, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BYI Subsidial'ies, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated te~t; 

(0) In the Ql, Q2 and Q3 2009 Financial Statements, note 13 "Provision for Tax 

Related Liabilities," and associated text; 

(p) In the Ql, Q2 and Q3 2009 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(q) In the 2009 Annual Financial Statements, note 15 [d] "Provision for tax related 

liabilities," and associated text; 

(I') In the 2009 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(s) In the AIF dated March 31, 2010, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BYI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text; 

(t) In the Q 1 and Q2 2010 Financial Statements, note 14 "Provision for Tax Related 

Liabilities," and associated text; 

(u) Tn the Ql and Q2 2010 MD&As, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 
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(v) In the Q3 2010 Financial Statements, note 14 "Provision and Contingencies for 

Tax Related Liabilities," and associated text; and 

(w) In the Q3 2010 MD&As, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; 

(x) In the October 2010 Offering Memorandum, the subsection "Taxation" in the 

section "Selected Financial Information," and associated text; 

(y) In the 2010 Annual Financial Statements, note 18 "Provision and Contingencies 

for Tax Related Liabilities," and associated text; 

(z) In the 2010 Annual MD&A, the subsection "Provision and Contingencies for Tax 

Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; and 

(aa) In the AIF dated March 31, 2011, the section "We may be liable for income and 

related taxes to our business and operations, particularly our BYI Subsidiaries, in 

amounts greater than the amounts we have estimated and for which we have 

provisioned," and associated text. 

171. In every Impugned Document that is a financial statement, the line item "Accounts 

payable and accrued liabilities" and associated figures on the Consolidated Balance Sheets fai Is 

to properly account for Sino's tax accruals and is a misrepresentation, and a violation ofGAAP. 

172. During the Class Period, Sino also failed to disclose in any of the Impugned Documents 

that were AIFs, MD&As, financial statements, Prospectuses or Offering Memoranda, the risks 

relating to the repatriation of its earnings from the PRC. In 2010, Sino added two new sections 

to its AIF regarding the risk that it would not be able to repatriate earnings from its BYI 

subsidiaries (which deal with the AIs). The amount of retained earnings that may not be able to 

be repatriated is stated therein to be US$I.4 billion. Notwithstanding this disclosure, Sino did not 
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disclose in these Impugned Documents that it would be unable to repatriate any earnings absent 

proof of payment ofPRC taxes, which it has admitted that it lacks. 

(iii) Sino Misrepresents its Accounting Treatment of its Als 

173. In addition, there are material discrepancies in Sino's descriptions of its accounting 

treatment of its Als. Beginning in the 2003 AIF, Sino deseribed its Als as follows: 

Because of the provisions in the Operational Procedures that specify when we and 
the authorized intermediary assume the risks and obligations rclating to the raw 
timber or wood chips, as the case may be, we treat these transactions for 
accounting purposes as providing that we take title to the raw timber when it is 
delivered to the authorized intermediary. Title then passes to the authorized 
intermediary once the timber is processed into wood chips. Accordingly, we treat 
the authorized intermediaries for accounting purposes as being both our 
suppliers and customers in these transactions. 

[Emphasis added.] 

174. Sino's disclosures were consistent in that regard up to and including Sino's first AIF 

issued in the Class Period (the 2006 AIF), which states: 

Because of the provisions in the Operational Procedures that specify when we and 
the AI assume the risks and obligations relating to the raw timber or wood chips, 
as the case may be, we treat these transactions for accounting purposes as 
providing that we take title to the raw timber when it is delivered to the AI. Title 
then passes to the AI once the timber is processed into wood chips. Accordingly, 
we treat the AI for accounting purposes as being both our supplier and 
customer in these transactions. 

[Emphasis added.] 

175. In subsequent AIFs, Sino ceased without explanation to disclose whether it treated Als 

for accounting purposes as being both the supplier and the customer. 

176. Following the issuance of Muddy Waters' report on the last day of the Class Period, 

however, Sino declared publicly that Muddy Waters was "wrong" in its assertion that, for 

accounting purposes, Sino treated its Als as being both supplier and customer in transactions. 

This claim by Sino implies either that Sino misrepresented its accounting treatment of Als in its 
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2006 AIF (and in its AIFs for prior years), or that Sino changed its accounting treatment of its 

Als after the issuance of its 2006 AIF. If the latter is true, then Sino was obliged by GAAP to 

disclose its change in its accounting treatment of its Als. It failed to do so. 

F. Misrepresentations relating to Sino's Cash Flow Statements 

177. Given the nature of Sino's operations, that of a frequent trader of standing timber, Sino 

improperly accounted for its purchases of timber assets as "Investments" in its Consolidated 

Statements Of Cash Flow, In fact, such purchases are "Inventory" within the meaning ofGAAP, 

given the nature of Sino's business. 

178. Additionally, Sino violated the GAAP 'matching' principle in treating timber asset 

purchases as "Investments" and the sale of timber assets as "Inventory": cash flow that came into 

the company was treated as cash flow fi'om operations, but cash flow that was spent by Sino was 

treated as cash flow for investments. As a result, "Additions to timber holding" was improperly 

treated as a "Cash Flows Used In Investing Activities" instead of "Cash Flows From Operating 

Activities" and the item "Depletion of timbel' ho ld ings included in cost of sales" should not be 

included in "Cash Flows From Operating Activities," because it is not a cash item. 

179, The effect of these misstatements is that Sino's Cash Flows From Operating Activities 

were materially overstated throughout the Class Period, which created the impression that Sino 

was a far more successful cash generator than it was, Such mismatching and misclassification is 

a violation ofGAAP, 

180, Cash Flows From Operating Activities are one of the crucial metrics used by the financial 

analysts who followed Sino's performance. These misstatements were designed to, and did, 

have the effect of causing such analysts to materially overstate the value of S ina. This material 
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overstatement was incorporated into various research reports made available to the Class 

Members, the market and the public at large. 

181. Matching is a foundational requirement ofGAAP reporting. E&Y and BDO were aware, 

at all material times, that Sino was required to adhere to the matching principle. If E&Y and 

BDO had conducted GAAS-complaint audits, they would have been aware that Sino's reporting 

was not GAAP compliant with regard to the matching principle. Accordingly, if they had 

conducted GAAS-compliant audits, the statements by E&Y and BDO that Sino's reporting was 

GAAP-compliant were not only false, but were made, at a minimum, recklessly. 

182. Further, at all material times, E&Y and BDO were aware that misstatements in Cash 

Flows From Operating Activities would materially impact the market's valuation of Sino. 

183. Accordingly, in every Jmpugned Document that is a financial statement, the Consolidated 

Statements Of Cash Flow are a misrepresentation and, particularly, the Cash Flows From 

Operating Activities item and associated figures is materially overstated, the "additions to timber 

holdings" item and figures is required to be listed as Cash Flows From Operating Activities, and 

the "depletion of timber ho Idings included in cost of sales" item and figures shou Id not have 

been included. 
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G. Misrepresentations relating to Certain Risks to which Sino was exposed 

(i) Sino is conducting "business activities" in China 

184. At material times, PRC law required foreign entities engaging in "business activities" in 

the PRC to register to obtain and maintain a I icense. Violation of this requirement could have 

resulted in both administrative sanctions and criminal punishment, including banning the 

unlicensed business activities, confiscating illegal income and properties used exclusively 

therefor, and/or an administrative fines of no more than RMB 500,000. Possible criminal 

punishment included a criminal fine from 1 to 5 times the amount of the profits gained. 

185. Consequently, were Sino's BVI subsidiaries to have been engaged in unlicensed in 

"business activities" in the PRC during the Class Period, they would have been exposed to risks 

that were highly material to Sino. 

186. Under PRC law, the term "business activities" generally enco mpasses any for-profit 

activities, and Sino's BVI subsidiaries were in fact engaged in unlicensed "business activities" in 

the PRC during the Class Period. However, Sino did not disclose this fact in any of the 

Impugned Documents, including in its AIFs for 2008-2010, which purported to make full 

disclosure of the material risks to which Sino was then exposed. 

(ii) Sino fails to disclose that no proceeds were paid to it by its Als 

187. In the Second Report, Sino belatedly revealed that: 

In practice, proceeds from the Entrusted Sale Agreements are not paid to SF but 
are held by the Ais as instructed by SF and subsequently used to pay for further 
purchases of standing timber by the same or other BVls. The Als will continue to 
hold these proceeds until the Company instructs the Ais to use these proceeds to 
pay for new BVI standing timber purchases. No proceeds are directly paid to the 
Company, either onshore or offshore. 

[Emphasis added] 
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188. This material fact was never disclosed in any of the Impugned Documents during the 

Class Period. On the contrary, Sino made the following statements during the Class Period in 

relation to the proceeds paid to it by its AI s, each of which was materially mislead ing and 

therefore a misrepresentation: 

(a) In the 2005 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other PRC liabilities" [emphasis added]; 

(b) In the 2006 Annual MD&A, the subsection "Provision for Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; 

(c) In the 2006 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of wood chips and standing timber are 

realized through instructing the debtors to settle the amounts payable on standing 

timber and other liabilities denominated in Renminbi" [emphasis added]; 

(d) In the 2007 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi;" 

(e) In the 2008 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising from sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; 

(f) In the 2009 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising fi'om sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]; and 
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(g) In the 2010 financial statements, Sino stated: "As a result, the majority of the 

accounts receivable arising fmm sales of standing timber are realized through 

instructing the debtors to settle the amounts payable on standing timber and other 

liabilities denominated in Renminbi" [emphasis added]. 

R Misrepresentations relating to Sino's GAAP Compliance and the Auditors' GAAS 
Compliance 

(i) Sino, Chan and Horsley misrepresent that Sino complied with GAAP 

189. In each of its Class Pel'iod financial statements, Sino represented that its financial 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

190. In particular, Sino misrepresented in those financial statements that it was GAAP-

compliant as fo lIows: 

(a) In the annual statements filed on March 19,2007, at Note I: "These consolidated 

financial statements Sino-Forest Corporation (the "Company") have been 

prepared in United States dollars in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual financial statements filed on March 18, 2008, at Note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 

(c) In the annual financial statements filed on March 16, 2009, at note I: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; 
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(d) In the annual financial statements filed on March 16, 2010, at note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles"; and 

(e) In the annual financial statements filed on March 15, 2011, at note 1: "The 

consolidated financial statements of Sino-Forest Corporation (the "Company") 

have been prepared in United States dollars and in accordance with Canadian 

generally accepted accounting principles". 

19]. In each of its Class Period MD&As, Sino represented that its reporting was GAAP-

compliant, which was a misrepresentation for the reasons set out elsewhere herein. 

192. In particular, Sino misrepresented in those MD&As that it was GAAP-compliant as 

follows: 

(a) In the annual MD&A filed on March 19, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(b) In the quarterly MD&A filed on May 14, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(c) In the quarterly MD&A filed on August 13, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

Cd) In the quarterly MD&A filed on November 12, 2007: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 
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(e) In the annual MD&A filed on March 18, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(f) In the amended annual MD&A filed on March 28, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(g) In the quarterly MD&A filed on May 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(h) In the quarterly MD&A filed on August 12, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

(i) In the quarterly MD&A filed on November 13, 2008: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles ("GAAP")"; 

0) In the annual MD&A filed on March 16, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(k) In the amended annual MD&A filed on March 17,2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(I) In the quarterly MD&A filed on May 11, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 

(m) In the quarterly MD&A filed on August 10, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian generally accepted accounting principles (GAAP)"; 
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(n) In the quarterly MD&A filed on November 12, 2009: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(0) In the annual MD&A files on March 16, 2010: "Except where otherwise 

ind icated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles C'GAAP")"; 

(p) In the quarterly MD&A filed on May 12, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(q) In the quarterly MD&A filed on August 10, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; 

(I') In the quarterly MD&A filed on November 10, 2010: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")"; and 

(s) In the annual MD&A filed on March 15, 2011: "Except where otherwise 

indicated, all financial information reflected herein is determined on the basis of 

Canadian Generally Accepted Accounting Principles ("GAAP")." 

193. In the Offerings, Sino represented that its reporting was GAAP-compliant, which was a 

misrepresentation for the reasons set out elsewhere hercin. 

194. In particular, Sino misrepresented in the Offerings that it was GAAP-compliant as 

follows: 

(a) In the July 2008 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[".]," "Our auditors conduct their audit of our 
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financial statements in accordance with auditing standards generally accepted in 

Canada" and "Each of the foregoing reports or financial statements will be 

prepared in accordance with Canadian generally accepted accounting principles 

other than for reports prepared for financial periods commencing on or after 

January 1, 2011 [",]"; 

(b) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada (,ICanadian GAAP")[ .. ,]," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada," IThe audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP," "Our audited and consolidated 

financial statements for the years ended December 31, 2006, 2007 and 2008 and 

our unaudited interim consolidated financial statements for the three"month 

periods ended March 31, 2008 and 2009 have been prepared in accordance with 

Canadian GAAP"; 

(c) In the June 2009 Offering Memorandum: "We prepare our financial statements on 

a consolidated basis in accordance with accounting principles generally accepted 

in Canada ("Canadian GAAP")[, .. ]," "Our auditors conduct their audit of our 

financial statements in accordance with auditing standards generally accepted in 

Canada" and "The audited and unaudited consolidated financial statements were 

prepared in accordance with Canadian GAAP"; and 

(d) In the October 2010 Offering Memorandum: "We prepare our financial 

statements on a consolidated basis in accordance with accounting principles 

generally accepted in Canada ("Canadian GAAP")[ ... ]," "Our auditors conduct 

their audit of our financial statements in accordance with auditing standards 

generally accepted in Canada," "The audited and unaudited consolidated financial 

statements were prepared in accordance with Canadian GAAP," "Our audited and 

consolidated financial statements for the years ended December 31, 2007, 2008 

and 2009 and our unaudited interim consolidated financial statements for the six-
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month periods ended June 30, 2009 and 2010 have been prepared in accordance 

with Canadian GAAP." 

195. In the Class Period Management's Reports, Chan and Horsley represented that Sino's 

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere 

herein. 

196. In particular, Chan and Horsley misrepresented in those Management's Reports that 

Sino's financial statements were GAAPMcompliant as follows: 

(a) In the annual statements filed on March 19, 2007 Chan and Horlsey stated: "The 

consolidated financial statements contained in this Annual Report have been 

prepared by management in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the annual financial statements filed on March 18, 2008 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(c) In the annual financial statements filed on March 16, 2009 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting principles"; 

(d) In the annual financial statements filed on March 16, 2010 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 

have been prepared by management in accordance with Canadian generally 

accepted accounting princip les"; and 

(e) In the annual financial statements filed on March 15, 2011 Chan and Horlsey 

stated: "The consolidated financial statements contained in this Annual Report 
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have been prepared by management in accordance with Canadian generally 

accepted accounting principles." 

(ii) E&Yand BDO misrepresent that Sino complied with GAAP and that they complied 
with GAAS 

197. In each of Sino's Class Period annual financial statements, E&Y or BOO, as the case 

may be, represented that Sino's reporting was GAAP-compliant, which was a misrepresentation 

for the reasons set out elsewhere herein. In addition, in each such annual financial statement, 

E&Y and BOO, as the case may be, represented that they had conducted their audit in 

compliance with GAAS, which was a misrepresentation because they did not in fact conduct 

their audits in accordance with GAAS. 

198. In particular, E&Y and BOO misrepJ'esented that Sino's financial statements were 

GAAP-compliant and that they had conducted their audits in compliance with GAAS as follows: 

(a) In Sino's annual financial statements filed on March 19, 2007, BOO stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2006 and 2005 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(b) In the June 2007 Prospectus, BOO stated: "We have complied with Canadian 

generally accepted standards for an auditor's involvement with offering 

documents"; 

(c) In Sino's annual financial statements filed on March 18, 2008, E&Y stated: "We 

conducted our audit in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 
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December 31,2007 and the resu Its of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting principles. 

The financial statements as at December 31, 2006 and for the year then ended 

were audited by other auditors who expressed an opinion without reservation on 

those statements in their report dated March 19,2007"; 

(d) In the July 2008 Offering Memorandum, BDO stated: "We conducted our audit in 

accordance with Canadian generally accepted aUditing standards" and "In our 

opinion, these conso lidated financial statements present fairly, in all material 

respects, the financial position of the Company as at December 31, 2006 and 2005 

and the results of its operations and its cash flows for the years then ended in 

accOl'dance with Canadian generally accepted accounting principles" and E&Y 

stated "We conducted our audit in accordance with Canadian generally accepted 

auditing standards" and "In our opinion, these consolidated financial statements 

present fairly, in all material respects, the financial position of the Company as at 

December 31, 2007 and the resu Its of its operations and its cash flows for the year 

then ended in accordance with Canadian generally accepted accounting 

principles"; 

(e) In Sino's annual financial statements filed on March 16, 2009, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2008 and 2007 and the results of its operations and its cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles"; 

(f) In Sino's annual financial statements filed on March 16,2010, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards" and "In our opinion, these consolidated financial statements present 

fairly, in all material respects, the financial position of the Company as at 

December 31, 2009 and 2008 and the resu Its of its operations and its cash flows 
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for the years then ended in accordance with Canadian generally accepted 

accounting principles"; and 

(g) In Sino's annual financial statements filed on March 15,2011, E&Y stated: "We 

conducted our audits in accordance with Canadian generally accepted auditing 

standards." and "In our opinion, the consolidated financial statements present 

fairly, in all material respects, the financial position of Sino-Forest corporation as 

at December 31, 2010 and 2009 and the resu Its of its operations and cash flows 

for the years then ended in accordance with Canadian generally accepted 

accounting principles." 

(iii) The Market Relied on Sino's Purported GAAP-compliance and E&Y's and BDO 's 
purported GAAS-compliance in Sino's Financial Reporting 

199. As a public company, Sino communicated the results it claimed to have achieved to the 

Class Members via quarterly and annual financial results, among other disclosure documents. 

Sino's auditors, E&Y and BDO, as the case may be, were instrumental in the communication of 

Sino's financial information to the Class Members. The auditors certified that the financial 

statements were compliant with GAAP and that they had performed their audits in compliance 

with GAAS. Neither was true. 

200. The Class Members invested in Sino's securities on the critical premise that Sino's 

financial statements were in fact GAAP-compliant, and that Sino's auditors had in fact 

conducted their audits in compliance with GAAS. Sino's reported financial results were also 

followed by analysts at numerous financial institutions. These analysts promptly reported to the 

market at large when Sino made earnings announcements, and incorporated into their Sino-

related analyses and reports Sino's purportedly GAAP-compliant financial results. These 

analyses and reports, in turn, significantly affected the market price for Sino's securities. 
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201. The market, including the Class Members, would not have relied on Sino's financial 

reporting had the auditors disclosed that Sino's financial statements were not reliable or that they 

had not followed the processes that would have amply revealed that those statements were 

reliable. 

VII. CHAN'S AND HORSLEY'S FALSE CERTIFICATIONS 

202. Pursuant to National Instrument 52- I 09, the defendants Chan, as CEO, and Horsley, as 

CFO, were required at the material times to certify Sino's annual and quarterly MD&As and 

Financial Statements as well as the AIFs (and all documents incorporated into the AIFs). Such 

certifications inc luded statements that the fi I ings "do not contain any untrue statement of a 

material fact or omit to state a material fact required to be stated or that is necessary to make a 

statement not misleading in light of the circumstances under which it was made" and that the 

reports "fairly present in all material respects the financial condition, results of operations and 

cash flows of the issuer." 

203. As particularized elsewhere herein, however, the Impugned Documents contained the 

Representation, which was false, as well as the other misrepresentations aIleged above. 

Accordingly, the certifications given by Chan and Horsley were false and were themselves 

misrepresentations. Chan and Horsley made such false certifications knowingly or, at a 

minimum, recklessly. 

VIII. THE TRUTH IS REVEALED 

204. On June 2, 20 II, Muddy Waters issued its initial report on Sino, and stated in part 

therein: 
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Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds. It has 
always been a fraud - reporting excellent results from one of its early joint 
ventures - even though, because of TRE's defau It on its investment obligations, 
the JV never went into operation. TRE just lied. 

The foundation of TRE's fraud is a convoluted structure whereby it claims to run 
most of its revenues through "authorized intermediaries" ("AI"). AIs are 
supposedly timber trader customers who purportedly pay much of TRE's value 
added and income taxes. At the same time, these Als allow TRE a gross margin of 
55% on standing timber merely for TRE having speculated on trees. 

The so Ie purpose of this structure is to fabricate sales transactions while having an 
excuse for not having the V AT' invoices that are the mainstay of China audit 
work. IfTRE really were processing over one billion dollars in sales through Als, 
TRE and the Als would be in serious legal trouble. No legitimate public company 
would take such risks particularly because this structure has zero upside. 

[ ... J 

On the other side of the books, TRE massively exaggerates its assets. TRE 
significantly falsifies its investments in plantation fiber (trees). It purports to have 
purchased $2.891 billion in standing timber under master agreements since 2006 
[ ... J 

[ ... J 

Valuation 

Because TRE has $2.1 billion in debt outstanding, which we believe exceeds the 
potential recovery, we value its equity at less than $1.00 per share. 

205. Muddy Waters' report also disclosed that (a) Sino's business is a fraudulent scheme; (b) 

Sino systemically overstated the value of its assets; (c) Sino failed to disclose various related 

party transactions; (d) Sino misstated that it had enforced high standards of governance; (e) Sino 

misstated that its reliance on the Als had decreased; (f) Sino misrepresented the tax risk 

associated with the use of AIs; and (g) Sino failed to disclose the risks relating to repatriation of 

earnings fi'om PRC. 

206. After Muddy Waters' initial report became public, Sino shares fell to $14.46, at which 

point trading was halted (a decline of 20.6% from the pre-disclosure close of $18.2]). When 
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trading was allowed to resume the next day, Sino's shares fell to a close of $5.23 (a decline of 

71.3% from June 1). 

207. On November 13,2011 Sino released the Second Report in redacted form. Therein, the 

Committee summarized its findings: 

B. Overview ofPl'incipal Findings 

The following sets out a very high level overview of the IC's principal findings 
and should be read in conjunction with the balance of this report. 

Timber Ownership 

[ ... ] 

The Company does not obtain registered title to BVI purchased plantations. In 
the case of the BVls' plantations, the IC has visited forestry bureaus, Suppliers 
and Als to seek independent evidence to establish a chain of title or payment 
transactions to verify such acquisitions. The purchase contracts, set-off 
arrangement documentation and forestry bureau confirmations constitute the 
documentary evidence as to the Company's contractual or other rights. The IC 
has been advised that the Company's rights to such plantations could be open to 
challenge. However, Management has advised that, to date, it is unaware of any 
such challenges that have not been resolved with the Suppliers in a manner 
satisfactory to the Company. 

Forestry Bureau Confirmations and Plantation Rights Certificates 

Registered title, through Plantation Rights Certificates is not available in the 
jurisdictions (i.e. cities and counties) examined by the IC Advisors for standing 
timber that is held without land use/lease rights. Therefore the Company was not 
able to obtain Plantation Rights Certificates for its BVIs standing timber assets 
in those areas. In these circumstances, the Company sought confirmations from 
the relevant local forestry bureau acknowledging its rights to the standing timber. 

The IC Advisors reviewed forestry bureau confirmations for virtually all BVls 
assets and non-Mandra WFOE purchased plantations held as at December 31, 
2010. The IC Advisors, in meetings organized by Management, met with a 
sample of forestry bureaus with a view to obtaining verification of the Company's 
rights to standing timber in those jurisdictions. The result of such meetings to date 
have concluded with the forestry bureaus or I'elated entities having issued new 
confirmations as to the Company's contractual rights to the Company in respect 
of 111,177 Ha. as of December 31, 2010 and 133,040 Ha. as of March 31, 2011, 
and have acknowledged the issuance of existing confirmations issued to the 
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Company as to certain rights, among other things, in respect of 113,058 Ha. as of 
December 31, 20 10. 

Forestry bureau confirmations are not officially recognized documents and are 
not issued pursuant to a legislative mandate or, to the knowledge of the IC, a 
published policy. It appears they were issued at the request of the Company or 
its Suppliers. The confirmations are not title documents, in the Western sense of 
that term, although the IC believes they should be viewed as comfort indicating 
the relevant forestry bureau does not dispute SF's claims to the standing timber to 
which they relate and might provide comfort in case of disputes. The purchase 
contracts are the primary evidence of the Company's interest in timber assets. 

In the meetings with forestry bureaus, the IC Advisors did not obtain significant 
insight into the internal authorization or diligence processes undertaken by the 
forestry bureaus in issuing confirmations and, as reflected elsewhere in this 
report, the IC did not have visibility into or complete comfort regarding the 
methods by which those confirmations were obtained. It should be noted that 
several Suppliers observed that SF was more demanding than other buyers in 
requ iring forestry bureau confirmations. 

Book Value of Timber 

Based on its review to date, the IC is satisfied that the book value of the BVIs 
timber assets of $2.476 billion reflected on its 2010 Financial Statements and of 
SP WFOE standing timber assets of$298.6 million reflected in its 2010 Financial 
Statements reflects the purchase prices for such assets as set out in the BVIs and 
WFOE standing timber purchase contracts reviewed by the IC Advisors. Further, 
the purchase prices for such BVls timber assets have been reconciled to the 
Company's financial statements based on set-off documentation relating to such 
contracts that were reviewed by the IC. However, these comments are also 
subject to the conclusions set out above under "Timber Ownership" on title and 
other rights to plantation assets. 

The IC Advisors reviewed documentation acknowledging the execution of the 
set-off arrangements between Suppliers, the Company and Als for the 2006-2010 
period. However, the IC Advisors were unable to review any documentation of 
AIs or Suppliers which independently ver~fied movements of cash in connection 
with such set"off arrangements between Suppliers, the Company and the AIs 
used to settle purchase prices paid to Suppliers by AIs on behalf of SF. We note 
also that the independent valuation referred to in Part VIII below has not yet been 
completed. 

Revenue Reconciliation 

As reported in its First Interim Report, the IC has reconciled reported 2010 total 
revenue to the sales prices in BVIs timber sales contracts, together with macro 
customer level data from other businesses. However, the IC was unable to review 
any documentation of AIs or Suppliers which independently verified movements 
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of cash in connection with set-off arrangements used to settle purchase prices 
paid, or sale proceeds received by, or on behalf of SF. 

Relationships 

• Yuda Wood: The IC is satisfied that Mr. Huang Ran is not currently an 
employee of the Company and that Yuda Wood is not a subsidiary of the 
Company. However, there is evidence suggesting close cooperation (including 
administrative assistance, possible payment of capital at the time of 
establishment, joint control of certain of Yuda Wood's RMB bank accounts and 
the numerous emails indicating coordination of funding and other business 
activities). Management has explained these arrangements were mechanisms that 
allowed the Company to monitor its interest in the timber transactions. Further, 
Huang Ran (a Yuda Wood employee) has an ownership and/or directorship in 
a number of Suppliers (See Section VLB). The IC Advisors have been introduced 
to persons identified as influential backers of Yuda Wood but were unable to 
determine the relationships, if any, of such persons with Yuda Wood, the 
Company or other Suppliers or Als. Management explanations of a number of 
Yuda Wood-related emails and answers to E&Y's questions are being reviewed 
by the IC and may not be capable of independent verification. 

• Other: The IC's review has identified other situations which require further 
review. These situations suggest that the Company may have close relationships 
with certain Suppliers, and certain Suppliers and AIs may have cross­
ownership and other relationships with each other. The I C notes that in the 
interviews conducted by the IC with selected AIs and Suppliers, all such parties 
represented that they were independent of SF. Management has very recently 
provided information and analysis intended to explain these situations. The IC is 
reviewing this material from Management and intends to report its findings in this 
regard in its final report to the Board. Some of such information and explanations 
may not be capable of independent verification. 

• Accounting Considerations: To the extent that any of SF's purchase and sale 
transactions are with related parties for accounting purposes, the value of these 
transactions as recorded on the books and records of the Company may be 
impacted. 

[ ... J 

B VI Structure 

The BVI structure used by SF to purchase and sell standing timber assets could be 
challenged by the relevant Chinese authorities as the undertaking of "business 
activities" within China by foreign companies, which may only be undertaken by 
entities established within China with the requisite approvals. However, there is 
no clear definition of what constitutes "business activities" under Chinese law and 
there are different views among the IC's Chinese counsel and the Company's 
Chinese counsel as to whether the purchase and sale of timber in China as 
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undertaken by the BVIs could be considered to constitute "business activities" 
within China. In the event that the relevant Chinese authorities consider the BVls 
to be undertaking "business activities" within China, they may be required to 
cease such activities and could be subject to other regulatory action. As 
regularization of foreign businesses in China is an ongoing process, the 
government has in the past tended to allow foreign companies time to restructure 
their operations in accordance with regu latory requirements (the cost of which is 
uncertain), rather than enforcing the laws strictly and imposing penalties without 
notice. See Section I1.B.2 

C. Challenges 

Throughout its process, the IC has encountered numerous challenges in its 
attempts to implement a robust independent process which would yield reliable 
results. Among those challenges are the following: 

(a) Chinese Legal Regime for Forestry: 

• national laws and policies appear not yet to be implemented at all local levels; 

• in practice, none of the local jurisdictions tested in which BVIs hold standing 
timber appears to have instituted a government registry and documentation system 
for the ownership of standing timber as distinct from a government registry 
system for the ownership of plantation land use rights; 

• the registration of plantation land use rights, the issue of Plantation Rights 
Certificates and the establishment of registries, is incomplete in some jurisd ictions 
based on the information available to the IC; 

• as a result, title to standing timber, when not held in conjunction with a land 
use right, cannot he definitively proven by reference to a government 
maintained register; and 

• Sino-Forest has requested confirmations from forestry bureaus of its acquisition 
of timber holdings (excluding land leases) as additional evidence of ownership. 
Certain forestry bureaus and Suppliers have indicated the confirmation was 
beyond the typical diligence practice in China for acquisition of timber holdings. 

(b) Obtaining Information from Third Parties: For a variety of reasons, all ofthem 
outside the control of the IC, it is very difficult to obtain information from third 
parties in China. These reasons include the fo Howing: 

• many of the third parties from whom the IC wanted information (e.g., AIs, 
Suppliers and forestry bureaus) are not compellable by the Company or 
Canadian legal processes; 

• third parties appeared to have concerns relating to disclosure of information 
regarding their operations that could become public or fall into the hands of 
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Chinese government authorities: many third parties explained their reluctance to 
provide requested documentation and information as being '10r tax reasons" 
but declined to elaborate; and 

• awareness of MW allegations, investigations and information gathering by the 
OSC and other parties, and court pl'Oceedings; while not often explicitly 
articulated, third parties had an awareness of the controversy surrounding SF and 
a reluctance to be associated with any of these allegations or drawn into any of 
these processes. 

[ ... J 

(e) Corporate Governance/Operational Weaknesses: Management has asserted 
that business in China is based upon relationships. The IC and the IC Advisors 
have observed this thmugh their efforts to obtain meetings with forestry bureaus, 
Suppliers and Als and their other experience in China. The importance of 
relationships appears to have resulted in dependence on a relatively small group 
of Management who are integral to maintaining customer relationships, 
negotiating and finalizing the purchase and sale of plantation fibre contracts and 
the settlement of accounts receivable and accounts payable associated with 
plantation fibre contracts. This concentration of authority 01' lack of segregation of 
duties has been previously disclosed by the Company as a contl'Ol weakness. As a 
result and as disclosed in the 2010 MD&A, senior Management in their ongoing 
evaluation of disclosure controls and procedures and internal controls over 
financial reporting, recognizing the disclosed weakness, determined that the 
design and controls were ineffective. The Chairman and Chief Financial Officer 
provided annual and quarterly certifications of their regulatory filings. Related to 
this weakness the following challenges presented themselves in the examination 
by the IC and the IC Advisors: 

• operational and administration systems that are generally not sophisticatcd 
having regard to the size and complexity of the Company's business and in 
relation to North American practices; including; 

• incomplete or inadequate record creation and retention practices; 

• contracts not maintained in a central location; 

• significant volumes of data maintained across multiple locations on 
decentralized servers; 

• data on some servers in China appearing to have been deleted on an 
irregular basis, and there is no back-up system; 

• no integrated accounting system: accounting data is not maintained on a 
single, consolidated application, which can require extensive manual 
procedures to produce reports; and 
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• a treasury function that was centralized for certain major financial 
accounts, but was not actively involved in the control or management of 
numerous local operations bank accounts; 

• no internal audit function although there is evidence the Company has 
undertaken and continues to assess its disclosure controls and procedures and 
internal controls over financial reporting using senior Management and 
independent control consultants; 

• SF employees conduct Company affairs from time to time using personal 
devices and non-corporate email addresses which have been observed to be 
shared across groups of staff and changed on a periodic and organized basis; this 
complicated and delayed the examination of email data by the IC Advisors; and 

• lack of full cooperation/openness in the ICs examination from certain members 
of Management. 

(f) Complexity, Lack of Visibility into, and Limitations of BVIs Model: The use 
of AIs and Suppliers as an essential feature of the BVIs standing timber 
business model contributes to the lack of visibility into title documentation, cash 
movements and tax liability since cash settlement in respect of the BVIs 
standing timber transactions takes place outside of the Company's books. 

(g) Cooperation and openness of the Company's executives throughout the 
process: From the outset, the IC Advisors sought the full cooperation and support 
of Allen Chan and the executive management team. Initially, the executive 
management team appeared ill~prepared to address the IC's concerns in an 
organized fashion and there was perhaps a degree of culture shock as 
Management adjusted to the IC Advisors' examination. In any event, significant 
amounts of material information, particularly with respect to the relationship 
with Yuda Wood, interrelationships between AIs and/or Suppliers, were not 
provided to the IC Advisors as requested. In late August 2011 on the instructions 
of the IC, interviews of Management were conducted by the IC Advisors in which 
documents evidencing these connections were put to the Management for 
explanation. As a result of these interviews (which were also attended by BJ) the 
Company placed certain members of Management on administrative leave upon 
the advice of Company counsel. At the same time the OSC made allegations in 
the CTO of Management misconduct. 

[ ... J 

(h) Independence of the IC Process: The cooperation and collaboration of the IC 
with Management (operating under the direction of the new Chief Executive 
Officer) and with Company counsel in completing certain aspects of the IC's 
mandate has been noted by the OSC and by E& Y. Both have questioned the 
degree of independence of the IC from Management as a result of this 
interaction. The IC has explained the practical impediments to its work in the 
context of the distinct business cu Iture (and associated issues of privacy) in the 
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forestry sector in China in which the Company operates. Cooperation of third 
parties in Hong Kong and China, including employees, depends heavily on 
relationships and trust. As noted above, the Company's placing certain members 
of Management on administrative leave, as well as the OSC's allegations in the 
CTO, further hampered the IC's ability to conduct its process. As a result, the 
work of the IC was frequently done with the assistance of, or in reliance on, the 
new Chief Executive Officer and his Management team and Company counsel. 
Given that Mr. Martin was, in effect, selected by the IC and BJ was appointed in 
late June 2011, the I C concluded that, while not ideal, this was a practical and 
appropriate way to proceed in the circumstances. As evidenced by the increased 
number of scheduled meetings with forestry bureaus, Suppliers and Als, and, very 
recently, the delivery to the IC of information regarding Als and Suppliers and 
relationships among the Company and such parties, it is acknowledged that Mr. 
Martin's involvement in the process has been beneficial. It is also acknowledged 
that in executing his role and assisting the IC he has had to rely on certain of the 
members of Management who had been placed on administrative leave. 

[Emphasis added] 

208. On January 31, 2012, Sino released the Final Report. In material part, it read: 

This Final Report of the IC sets out the activities undertaken by the IC since mid~ 
November, the findings from such activities and the Ie's conclusions regarding its 
examination and l'eview. The IC's activities during this period have been limited 
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese 
New Year) and the extensive involvement of IC members in the Company's 
Restructuring and Audit Committees, both of which are advised by different 
advisors than those retained by the IC. The IC believes that, notwithstanding 
there remain issues which have not been fully answered, the work of the IC is 
now at the point of diminishing returns because much of the information which 
it is seeking lies with non-compellable third parties, may not exist or is 
apparently not retrievable from the records of the Company. 

In December 20 11, the Company defaulted under the indentures relating to its 
outstanding bonds with the result that its resources are now more focused on 
dealing with its bondholders. This process is being overseen by the Restructuring 
Committee appointed by the BOal'd. Pursuant to the Waiver Agreement dated 
January 18, 2012 between the Company and the holders of a majority of the 
principal amount of its 2014 Notes, the Company agreed, among other things, that 
the final report of the IC to the Board would be made public by January 31,2012. 

Given the circumstances described above, the IC understands that, with the 
delivery of this Final Report, its review and examination activities are terminated. 
the IC does not expect to undertake further work other than assisting with 
responses to regulators and the RCMP as requ ired and engaging in such further 
specific activities as the IC may deem advisable or the Board may instruct. The 
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IC has asked the IC Advisors to remain available to assist and advise the IC upon 
its instructions. 

[ ... ] 

II. RELATIONSHIPS 

The objectives of the IC's examination of the Company's relationships with its 
AIs and Suppliers were to determine, in light of the MW allegations, if such 
relationships are arm's length and to obtain, if possible, independent verification 
of the cash nows underlying the set-off transactions described in Section II.A of 
the Second Interim Report. That Ihe Company's relationships with its AIs and 
Suppliers he arm's length is relevant to SF's ability under GAAP to: 

• book its timber assets at cost in its 2011 and prior years' financial statements, 
both audited and unaudited 

• recognize revenue from standing timber sales as currently reflected in its 2011 
and prior years' financial statements, both audited and unaudited. 

A. Yuda Wood 

Yuda Wood was founded in April 2006 and was until 2010 a Supplier of SF. Its 
business with SF from 2007 to 2010 totalled approximately 152,164 Ha and RMB 
4.94 billion. Section VI.A and Schedule VI.A.2(a) of the Second Interim Report 
described the MW allegations relating to Yuda Wood, the review conducted by 
the IC and its findings to date. The IC concluded that Huang Ran is not currently 
an employee, and that Yuda Wood is not a subsidiary, of the Company. However, 
there is evidence suggesting a close cooperation between SF and Yuda Wood 
which the IC had asked Management to explain. At the time the Second Interim 
Report was issued, the IC was continuing to review Management's explanations 
of a number of Yuda Wood-related emails and certain questions arising there­
from. 

Subsequent to the issuance of its Second Interim Report in mid-November, the IC, 
with the assistance of the IC Advisors, has reviewed the Management responses 
provided to date relating to Yuda Wood and has sought further explanations and 
documentary support for such explanations. This was supplementary to the 
activities of the Audit Committee of SF and its advisors who have had during this 
period primary carriage of examining Management's responses on the interactions 
of SF and Yuda Wood. While many answers and explanations have been 
obtained, the IC believes that they are not yet sufficient to allow it to fully 
understand the nature and scope of the relationship between SF and Yuda 
Wood. Accordingly, based on the information it has obtained, the IC is still 
unable to independently verify that the relationship of Yuda Wood is at arm's 
length to SF. It is to be noted that Management is of the view that Yuda Wood is 
unrelated to SF for accounting purposes. The IC remains satisfied that Yuda is 
not a subsidiary of SF. Management continues to undertake work related to Yuda 
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Wood, including seeking documentation from third parties and responding to e­
mails where the responses are not yet complete or prepared. Management has 
provided certain banking records to the Audit Committee that the Audit 
Committee advises support Management's position that SF did not capitalize 
Yuda Wood (but that review is not yet completed). The IC anticipates that 
Management will continue to work with the Audit Committee, Company counsel 
and E& Y on these issues. 

B. Other Relationships 

Section VI.B.l ofthe Second Interim Report described certain other relationships 
which had been identified in the course of the IC's preparation for certain 
interviews with Als and Suppliel·s. These relationships include (i) thirteen 
Suppliers where former SF employees, consultants or secondees are or have 
been directors, officers and/or shareholders (including Yuda Wood),' (ii) an AI 
with a former SF employee in a senior position; (iii) potential relationships 
between AIs and Suppliers,' (iv) set~off payments for BVI standing timber 
purchases being made by companies that are not AIs and other setoff 
arrangements involving non-AI entities,' (v) payments by AIs to potentially 
connected Suppliers,· and (vi) sale of standing timber to an AI potentially 
connected to a Supplier of that timber. Unless expressly addressed herein, the 
Ie has no further update of a material nature on the items raised above. 

On the instructions of the IC, the IC Advisors gave the details of these possible 
relationships to Management for further follow up and explanation. Just prior to 
the Second Interim Report, Management provided information regarding Als and 
Suppliers relationships among the Company and such parties. 

This information was in the form of a report dated November 10, 2011, 
subsequently updated on November 21, 2011 and January 20, 2012 (the latest 
version being the "Kaitong Report") prepared by Kaitong Law Firm ("Kaitong"), 
a Chinese law firm which advises the Company. The Kaitong Report has been 
separately delivered to the Board. Kaitong has advised that much of the 
information in the Kaitong Report was provided by Management and has not 
been independently verified by such law firm or the Ie. 

[ ... ] 

The Kaitong Report generally describes certain relationships amongst Als and 
Suppliers and certain relationships between their personnel and Sino-Forest, 
either identified by Management or through SAIC and other searches. The 
Kaitong Report also specifically addresses certain relationships identified in the 
Second Interim Report. The four main areas of information in the Kaitong Report 
are as follows and are discussed in more detail below: 

(i) Backers to Suppliers and AIs: The Kaitong Report explains the concept of 
"backers" to both Suppliers and Als. The Kaitong Report suggests that backers 
are individuals with considerable influence in political, social or business circles, 
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or all three. The Kaitong Report also states that such backers or their identified 
main business entities do not generally appear in SAIC filings by the Suppliers or 
Als as shareholders thereof and, in most instances, in any other capacity. 

(ii) Suppliers and ALv with Former SF Personnel: The appendices to the 
Kaitong Report list certain Suppliers that have former SF personnel as 
current shareholders. 

(iii) Common Shareholders Between Suppliers and Als: The Kaitong Report 
states that there are 5 Suppliers and 3 Als with current common shareholders 
but there is no cross majority ownership positions between Suppliers and Als. 

(iv) Transactions Involving Suppliers and Als that have Shareholders in common: 
The Kaitong Report states that, where SF has had transactions with Suppliers and 
Als that have certain current shareholders in common as noted above, the subject 
timber in those transactions is not the same; that is, the timber which SF buys 
from such Suppliers and the timber which SF sells to such Als are located in 
different counties or provinces. 

The IC Advisors have reviewed the Kaitong Report on behalf of the IC. The IC 
Advisors liaised with Kaitong and met with Kaitong and current and former 
Management. A description of the Kaitong Report and the IC's findings and 
comments are summarized below. By way of summary, the Kaitong Report 
provides considerable information regarding relationships among Suppliers and 
Als, and between them and SF, but much of this information related to the 
relationship of each backer with the associated Suppliers and Als is not supported 
by any documentary or other independent evidence. As such, some of the 
information provided is unverified and, particularly as it relates to the nature of 
the relationships with the backers, is viewed by the Ie to be likely unverifiable 
by it. 

1. Backers to Suppliers and Als 

[ ... ] 

Given the general lack of information on the backers or the nature and scope of 
the relationships between the Suppliers or Als and their respective backers and the 
absence of any documentary support or independent evidence of such 
relationships, the IC has been unable to reach any conclusion as to the existence, 
nature or importance of such relationships. As a result, the Ie is unable to assess 
the implications, if any, of these backers with respect to SF's relationships with 
its Suppliers or AIs. Based on its experience to date, including interviews with 
Suppliers and ALv involving persons who have now been identified as backers 
in the Kaitong Report, the Ie believes that it would be very difficult for the Ie 
Advisors to arrange interviews with either the AIs or Suppliers or their 
respective backers and, if arranged, that such interviews would yield very little, 
if any, verifiable information to such advisors. The IC understands Management 
is continuing to seek meetings with its Als and Suppliers with the objective of 
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obtaining information, to the extent such is available, that will pl'Ovide further 
background to the relationships to the Audit Committee. 

[ ... ] 
2. Suppliers and Als with Former SF Personnel 

The Appendices to the Kaitong Report list the Suppliers with former SF personnel 
as CU1'1'ent shareholders. According to the information previously obtained by the 
IC Advisors, the identification of former SF personnel indicated in the Kaitong 
Report to be current shareholders of past 01' current Suppliers is correct. 

(a) Suppliers with former SF personnel 

The Kaitong Report, which is limited to exammmg Suppliers where ex-SF 
emp loyees are current shareho Iders as shown in SAl C filings, does not provide 
material new information concerning Suppliers where former SF employees were 
identified by the IC in the Second Interim Report as having various past or present 
connections to current or former Suppliers except that the Kaitong Report 
provides an explanation of two transactions identified in the Second Interim 
Report. These involved purchases of standing timber by SF fi'om Suppliers 
controlled by persons who were employees of SF at the time of these transactions. 
Neither of the Suppliers have been related to an identified backer in the Kaitong 
Report. The explanations are similar indicating that neither of the SF employees 
was an officer in charge of plantation purchases or one of SF's senior 
management at the time of the transactions. The employees in question were 
Shareholder #14 in relation to a RMB 49 million purchase from Supplier #18 in 
December 2007 (shown in SAIC filings to be 100% owned by him) and 
Shareholder #20 in relation to a RMB 3.3 million purchase from Supplier #23 
(shown in SAIC filings to be 70% owned by him) in October 2007. The Kaitong 
Report indicates Shareholder #20 is a current employee of SF who then had 
responsibilities in SF's wood board production business. 

The IC is not aware that the employees' ownership positions were brought to the 
attention of the Board at the time of the transactions or, subsequently, until the 
publication of the Second Interim Report and understands the Audit Committee 
will consider such information. 

(b) AIs with former SF personnel 

The Kaitong Report indicates that no SF employees are listed in SAIC filing 
reports as current shareholders of Als. Except as noted herein, the IC agrees with 
this statement. The Kaitong Report does not address the apparent role of an ex­
employee Officer #3 who was introduced to the IC as the person in charge of AI 
#2 by Backer #5 of AI Conglomerate #1. Backer #5 is identified in the Kaitong 
Report as a backer of two Als, including AI#2. (The Kaitong Report properly 
does not include AI # 14. as an AI for this purpose, whose 100% shareholder is 
former SF employee Officer #3. However, the IC is satisfied that the activities of 
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this entity primarily relate to certain onshoring transactions that facilitated the 
transfer of SF BYI timber assets to SF WFOE subsidiaries.) 

There was one other instance where a past shareholding relationship has been 
identified between an AI # 10 and persons who were previously or are still shown 
on the SF human resources records, Shareholder #26 and Shareholder #27. 
Management has explained that such entity sold wood board processing and other 
assets to SF and that the persons associated with that company consulted with SF 
after such sale in I'c\ation to the purchased wood board processing assets. Such 
enttty subsequently also undertook material timber purchases as an AI of SF in 
2007-2008 over a time period in which such persons are shown as shareholders 
of such AI in the SAIC filing reviewed (as to 47.5% for Shareholder #26 and as 
to 52.5% for Shareholder #27). That time period also intersects the time that 
Shareholder #26 is shown in such human resources records and partially 
intersects the time that Shareholder #27 is shown on such records. 
Management has also explained that Shareholder #26 subsequent to the time of 
such AI sales became an employee of a SF wood board processing subsidiary. 
Management has provided certain documentary evidence of its explanations. 
The IC understands that the Audit Committee will consider this matter. 

3. Common Shareholders between Supplier and Als 

The Kaitong Report states that there are 5 Suppliers and 3 Als that respectively 
have certain common current shareholders but also states that there is no cross 
control by those current shal'eholders of such Suppliers or Als based on SAIC 
filings. The Kaitong Report correctly addresses current CI'OSS shareholdings in 
Suppliers and Als based on SAlC filings but does not address certain other 
shareholdings. With the exception of one situation of cross control in the past, the 
IC has not identified a circumstance in the SAIC filings reviewed where the same 
person controlled a Supplier at the time it controlled a different AI. The one 
exception is that from April 2002 to February 2006, AI #13 is shown in SAIC 
filings as the 90% shareholder of Supplier/AI #14. AI #13 did business with SF 
BVls from 2005 through 2007 and Supplier/AI #14 supplied SF BVls from 
2004 through 2006. However, the IC to date has only identified one contract 
involving timber bought from Supplier/AI #14 that was subsequently sold to AI 
#13. It involved a parcel of 2,379 Ha. timber sold to AI #13 in December 2005 
that originated from a larger timber purchase contract with Supplier/AI #14 
earlier that year. Management has provided an explanation for this 
transaction. The IC understands that the Audit Committee will consider this 
matter. 

4. Transactions involving Suppliers and Als with Current Shareholders in 
Common 

The Kaitong Report states that where SF has had transactions with 5 Suppliers 
and 3 Als that have current shareholders in common (but no one controlling 
shareholder) as shown in SAIC filings, the subject timber in the transactions they 
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each undertook with SF is not the same; that is, the timber which SF buys fi'om 
the Suppliers and the timber which SF sells to the Als where the Supplier and AI 
have a current common shareholder were located in dif1erent areas and do not 
involve the same plots of timber. The Kaitong Report further states that where 
SF has had transactions with 5 Suppliel's and 3 Als with current shareholders in 
oommon as shown in SAIC filings, SF had transactions with those Als prior to 
having transactions with those Suppliers, thus SF was not overstating its 
transactions by buying and selling to the same counterparties. 

[ ... J 

The Kaitong Report does not specifically address historical situations invo lving 
common shareholders and potential other interconnections between AIs and 
Suppliers that may appear as a result of the identification of backers. There is 
generally no ownership connection shown in SAIC filings between backers and 
the Suppliers and Als associated with such backers in the Kaitong Report. 

[ ... ] 

VI. OUTSTANDING MATTERS 

As noted in Section I above, the TC understands that with the delivery of this 
report, its examination and review activities are terminated. The IC would expect 
its next steps may include only: 

(a) assisting in responses to regulators and RCMP as required; and 

(b) such other specific activities as it may deem advisable or the Board may 
instruct. 

[Emphasis added] 

IX. SINO REWARDS ITS EXPERTS 

209. Bowland, Hyde and West are former E&Y partners and employees. They served on 

Sino's Audit Committee but purpolted to exercise oversight of their former E&Y colleagues. Tn 

addition, Sino's Vice~President, Finance (Corporate), Thomas M. Maradin, is a former E&Y 

employee. 
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210. The charter of Sino's Audit Committee required that Ardell, Bowland, Hyde and West 

"review and take action to eliminate all factors that might impair, or be perceived to impair, the 

independence of the Auditor." Sino's practice of appointing E&Y personnel to its board - and 

paying them handsomely (for example, Hyde was paid $163,623 by Sino in 2010, $115,962 in 

2009, $57,000 in 2008 and $55,875 in 2007, plus options and other compensation) -undermined 

the Audit Committee's oversight ofE&Y. 

211. E& Y' s independence was impaired by the sign ificant nonwaud it fees it was paid during 

2008w2010, which total $712,000 in 2008, $1,225,000 in 2009 and $992,000 in 2010. 

212. Further, Andrew Fyfe, the former Asia-Pacific President for Poyry Forestry Industry Ltd, 

was appointed Chief Operating Officer of Greenheart, and is the director of several Sino 

subsidiaries. Fyfe signed the Poyry valuation I'eport dated June 30, 2004, March 22, 2005, March 

23,2006, March 14,2008 and April I, 2009. 

213. George Ho, Sino's Vice President, Finance (China), is a former Senior Manager of the 

BOO. 

X. THE DEFENDANTS' RELATIONSHIP TO THE CLASS 

214. By virtue of their purported accounting, financial andlor managerial acumen and 

qualifications, and by virtue of their having assumed, voluntarily and for profit, the role of 

gatekeepers, the Defendants had a duty at common law, informed by the Securities Legislation 

andlor the CBCA, to exercise care and diligence to ensure that the Impugned Documents fairly 

and accurately disclosed Sino's financial condition and performance in accordance with GAAP. 

215. Sino is a reporting issuer and had an obligation to make timely, full, true and accurate 

disclosure of material facts and changes with respect to its business and affairs. 
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216. The Individual Defendants, by virtue of their positions as senior officers and/or directors 

of Sino, owed a duty to the Class Members to ensure that public statements on behalf of Sino 

were not untrue, inaccurate or misleading. The continuous disclosure requirements in Canadian 

securities law mandated that Sino provide the Impugned Documents, including quarterly and 

annual financial statements. These documents were meant to be read by Class Members who 

acquired Sino's Securities in the secondary market and to be relied on by them in making 

investment decisions. This public disclosure was prepared to attract investment, and Sino and the 

Individual Defendants intended that Class Members would rely on public disclosure for that 

purpose. With respect to Prospectuses and Offering Memoranda, these documents were prepared 

for primary market purchasers. They include detailed content as mandated under Canadian 

securities legislation, national instruments and OSC rules. They were meant to be read by the 

Class Members who acquired Sino's Securities in the primary market, and to be relied on by 

them in making decisions about whether to purchase the shares or notes under the Offerings to 

which these Prospectuses and Offering Memoranda related. 

217. Chan and Horsley had statutory obligations under Canadian securities law to ensure the 

accuracy of disclosure documents and provided certifications in respect of the annual reports, 

financial statements and Prospectuses during the Class Period. The other Individual Defendants 

were directors of Sino during the Class Period and each had a statutory obligation as a director 

under the CBC'A to manage or supervise the management of the business and affairs of Sino. 

These Individual Defendants also owed a statutory duty of care to shareholders under section 122 

of the CBCA. In addition, Poon, along with Chan, co-founded Sino and has been its president 

since 1994. He is intimately aware of Sino's operations and as a long-standing senior officer, he 
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had an obligation to ensure proper disclosure. Poon authorized, permitted or acquiesced in the 

release ofthe Impugned Documents. 

218. BDO and E&Y acted as Sino's auditors and provided audit reports in Sino's annual 

financial statements that were directed to shareholders. These audit reports specified that BOO 

and E&Y had conducted an audit in accordance with GAAS, which was untrue, and included 

their opinions that the financial statements presented fairly, in all material respects, the financial 

position of Sino, the results of operations and Sino's cash flows, in accordance with GAAP. 

BOO and E&Y knew and intended that Class Members would rely on the audit reports and 

assurances about the material accuracy of the financial statements. 

219. Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD each 

signed one or more of the Prospectuses and certified that, to the best of its knowledge, 

information and belief, the particular prospectus, together with the documents incorporated 

therein by reference, constituted full, true and plain disclosure of all material facts relating to the 

securities offered thereby. These defendants knew that the Class Members who acquired Sino's 

Securities in the primary market would rely on these assurances and the trustworthiness that 

would be credited to the Prospectuses because of their involvement. Further, those Class 

Members that purchased shares under these Prospectuses purchased their shares from these 

defendants as principals. 

220. Credit Suisse USA, TD and Banc of America acted as initial purchasers or dealer 

managers for one or more of the note Offerings. These defendants knew that persons purchasing 

these notes would rely on the tl'llstworthiness that would be credited to the Offering Memoranda 

because of their involvement. 
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XI. THE PLAINTIFFS' CAUSES OF ACTION 

A. Negligent Misrepresentation 

221. As against all Defendants except Poyry and the Underwriters, and on behalf of all Class 

Members who acquired Sino's Securities in the secondary market, the Plaintiffs plead negligent 

misrepresentation for all of the Impugned Documents except the Offering Memoranda. 

222. Labourers and Wong, on behalf of Class Members who purchased Sino Securities in one 

of the distributions to which a Prospectus related, plead negligent misrepresentation as against 

Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BOO, E&Y, Dundee, Merrill, 

Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TO for the Prospectuses. 

223. Grant, on behalf of Class Members who purchased Sino Securities in one of the 

distributions to which an Offering Memorandum related, pleads negligent misrepresentation as 

against Sino, BOO and E&Y for the Offering Memoranda. 

224. In support of these claims, the sole misrepresentation that the Plaintiffs plead is the 

Representation. The Representation is contained in the language relating to GAAP 

particularized above, and was untrue for the reasons particularized elsewhere herein. 

225. The I mpugned Documents were prepared for the purpose of attracting investment and 

inducing members of the investing public to purchase Sino securities. The Defendants knew and 

intended at all material times that those documents had been prepared for that purpose, and that 

the Class Members would rely reasonably and to their detriment upon such documents in making 

the dec ision to purchase Sino securities. 

226. The Defendants further knew and intended that the information contained in the 

Impugned Documents would be incorporated into the price of Sino's publicly traded securities 
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such that the trading price of those securities would at all times reflect the information contained 

in the Impugned Documents. 

227. As set out elsewhere herein, the Defendants, other than Poyry, Credit Suisse USA and 

Banc of America, had a duty at common law to exercise care and diligence to ensure that the 

Impugned Documents fairly and accurately disclosed Sino's financial condition and performance 

in accordance with GAAP. 

228. These Defendants breached that duty by making the Representation as particularized 

above. 

229. The Plaintiffs and the other Class Members directly or indirectly relied upon the 

Representation in making a decision to purchase the securities of Sino, and suffered damages 

when the falsity of the Representation was revealed on June 2, 2011. 

230. Alternatively, the Plaintiffs and the other Class Members relied upon the Representation 

by the act of purchasing Sino securities in an efficient market that promptly incorporated into the 

price of those securities all publicly available material information regarding the securities of 

Sino. As a result, the repeated publication of the Representation in these Impugned Documents 

caused the price of Sino's shares to trade at inflated prices during the Class Period, thus directly 

resulting in damage to the Plaintiffs and Class Members. 

B. Statutory Claims, Negligence, Oppression, Unjust Enrichment and Conspiracy 

(i) Statutory Liability- Secondary Market under the Securities Legislation 

231. The Plaintiffs plead the claim found in Part XXlIl.1 of the GSA, and, if required, the 

equivalent sections of the Securities Legislation other than the GSA, against all Defendants 

except the Underwriters. 
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232. Each of the Impugned Documents except for the December 2009 and October 2010 

Offering Memoranda is a "Core Document" within the meaning of the Securities Legislation. 

233. Each of these Impugned Documents contained one or more misrepresentations as 

particularized above. Such misrepresentations and the Representation are misrepresentations for 

the purposes of the Securities Legislation. 

234. Each of the Individual Defendants was an officer and/or director of Sino at material 

times. Each of the Individual Defendants authorized, permitted 01' acquiesced in the release of 

some or all of these Impugned Documents. 

235. Sino is a reporting issuer within the meaning of the Securities Legislation. 

236. E&Y is an expert within the meaning of the Securities Legislation. E&Y consented to 

the use of its statements particularized above in these Impugned Documents. 

237. BOO is an expert within the meaning of the Securities Legislation. BOO consented to 

the use of its statements particularize above in these Impugned Documents. 

238. Poyry is an expert within the meaning of the Securities Legislation. Poyry consented to 

the use of its statements particu larized above in these Impugned Documents. 

239. At all material times, each of Sino, Chan, Poon and Horsley, BOO and E&Y knew or, in 

the alternative, was wilfully blind to the fact, that the Impugned Documents contained the 

Representation and that the Representation was false, and that the Impugned Documents 

contained other of the misrepresentations that are alleged above to have been contained therein. 

(ii) Statutory Liability - Primary Market for Sino's Shares under the Securities 
Legislation 

240. As against Sino, Chan, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BOO, E&Y, 

Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TO, and on behalf 
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of those Class Members who purchased Sino shares in one of the distributions to which the June 

2009 or December 2009 Prospectuses related, Labourers and Wong assert the cause of action set 

forth in s, 130 of the GSA and, if necessary, the equivalent provisions of the Securities 

Legislation other than the GSA, 

241. Sino issued the June 2009 and December 2009 Prospectuses, which contained the 

Representation and the other misrepresentations that are alleged above to have been contained in 

those Prospectuses or in the Sino disclosure documents incorporated therein by l'eference. 

(iii) Statutory Liability - Primary Marketfor Sino's Notes under the Securities 
Legislation 

242. As against Sino, and on behalf of those Class Members who purchased or otherwise 

acquired Sino's notes in one of the offerings to which the July 2008, June 2009, December 2009, 

and October 2010 Offering Memoranda related, Grant asserts the cause of action set forth in s, 

130,1 of the GSA and, jf necessary, the equivalent provisions of the Securities Legislation other 

than the GSA. 

243. Sino issued the July 2008, June 2009, December 2009 and October 2010 Offering 

Memoranda, which contained the Representation and the other misrepresentations that are 

alleged above to have been contained in those Offering Memoranda or in the Sino disclosure 

documents incorporated therein by reference. 

(iv) Negligence Simpliciter Primary Market/or Sino's Securities 

244. Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Poyry and 

the Underw1'iters (collectively, the "Primary Market Defendants") acted negligently in 

connection with one or more of the Offerings. 

245. As against Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, 

Poyry, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, and on 
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behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which those Prospectuses related, Labourers and Wong assert negligence simpliciter. 

246. As against Sino, BOO, E&Y, Poyry, Credit Suisse USA, Banc of America and TO, and 

on behalf of those Class Members who purchased Sino's Securities in one of the distributions to 

which the Offering Memoranda related, Grant asserts negligence simpliciter. 

247. The Primary Market Defendants owed a duty of care to ensure that the Prospectuses 

and/or the Offering Memoranda they issued, or authorized to be issued, or in respect of which 

they acted as an underwriter, initial purchaser or dealer manager, made full, true and plain 

disclosure of all material facts relating to the Securities offered thereby, or to ensure that their 

opinions or reports contained in such Prospectuses and Offering Memoranda did not contain a 

misrepresentation. 

248. At all times material to the matters complained of herein, the Primary Market Defendants 

ought to have known that such Prospectuses or Offering Memoranda and the documents 

incorporated therein by reference were materially misleading in that they contained the 

Representation and the other misrepresentations particularized above. 

249. Chan, Poon, Horsley, Wang, Martin, Mak, Murray and Hyde were senior officers and/or 

directors at the time the Offerings to which the Prospectuses related. These Prospectuses were 

created for the purposes of obtaining financing for Sino's operations. Chan, Horsley, Martin and 

Hyde signed each of the Prospectuses and certified that they made full, true and plain disclosure 

of all material facts relating to the shares offered. Wang, Mak and Murray were directors during 

one or more of these Offerings and each had a statutory obligation to manage or supervise the 

management of the business and affairs of Sino. Poon was a director for the June 2007 share 

Offering and was president of Sino at the time of the June 2009 and December 2009 Offering. 
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Poon, along with Chan, co-founded Sino and has been the president since 1994, He is intimately 

aware of Sino's business and affairs. 

250. The Underwriters acted as underwriters, initial purchasers or dealer managers for the 

Offerings to which the Prospectuses and Offering Memoranda related. They had an obligation to 

conduct due diligence in respect of those Offerings and ensure that those Securities were offering 

at a price that reflected their true value or that such distributions did not pl'Oceed if inappropriate. 

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

signed one or more of the Prospectuses and certified that to the best of their knowledge, 

information and belief, the Prospectuses constituted full, true and plain disclosure of all material 

facts relating to the shares offered. 

251. E&Yand BDO acted as Sino's auditors and had a duty to maintain or to ensure that Sino 

maintained appropriate internal contl'Ols to ensure that Sino's disclosure documents adequately 

and fairly presented the business and affairs of Sino on a timely basis. 

252. Poyry had a duty to ensure that its opinions and reports reflected the true nature and value 

of Sino's assets. Poyry, at the time it produced each of the 2008 Valuations, 2009 Valuations, 

and 20 10 Valuations, specifically consented to the inclusion of those valuations or a summary at 

any time that Sino 01' its subsidiaries filed any documents on SEDAR or issued any documents 

pursuant to which any securities of Sino or any subsidiary were offered for sale. 

253. The Primary Market Defendants have violated their duties to those Class Members who 

purchased Sino's Securities in the distributions to which a Prospectus or an Offering 

Memorandum related. 
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254. The reasonable standard of care expected in the circumstances required the Primary 

Market Defendants to prevent the distributions to which the Prospectuses or the Offering 

Memoranda related from occurring prior to the correction of the Representation and the other 

misrepresentations alleged above to have been contained in the Prospectuses or the Offering 

Memoranda, or in the documents incorporated therein by reference. Those Defendants failed to 

meet the standard of care required by causing the Offerings to occur before the correction of such 

misrepresentations. 

255. In addition, by failing to attend and participate in Sino board and board committee 

meetings to a reasonable degree, Murray and Poon effectively abdicated theit' duties to the Class 

Members and as directors of Sino. 

256. Sino, E&Y, BOO and the Individual Defendants further breached thcir duty of care as 

they failed to maintain or to ensure that Sino maintained appropriate internal controls to ensure 

that Sino's disclosure documents adequately and fairly presented the business and affairs of Sino 

on a timely basis. 

257. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Prospectuses related, then securities regulators 

likely would not have issued a receipt for any of the Prospectuses, and those distributions would 

not have occurred, or would have occurred at prices that reflected the true value of Sino's shares. 

258. Had the Primary Market Defendants exercised reasonable care and diligence in 

connection with the distributions to which the Offering Memoranda related, then those 

distributions would not have occurred, or would have occurred at prices that reflected the true 

value of Sino's notes. 
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259. The Primary Market Defendants' negligence in relation to the Prospectuses and the 

Offering Memoranda resulted in damage to Labourers, Grant and Wong, and to the other Class 

Members who purchased Sino's Securities in the related distributions. Had those Defendants 

satisfied their duty of care to such Class Members, then those Class Members would not have 

purchased the Securities that they acquired under the Prospectuses or the Offering Memoranda, 

or they would have purchased them at a much lower price that reflected their true value. 

(v) Unjust Enrichment o/Chan, Martin, Poon, Horsley, Mak and Murray 

260. As a resu It of the Representation and the other misrepresentations particu larized above, 

Sino's shares traded, and were sold by Chan, Martin, Poon, Horsley, Mak and Murray, at 

artificially inflated prices during the Class Period. 

261. Chan, Martin, Poon, Horsley, Mak and Murray were enriched by their wrongful acts and 

omissions during the Class Pel'lod, and the Class Members who purchased Sino shares from such 

Defendants suffered a correspond ing deprivation. 

262. There was no juristic reason for the resulting enrichment of Chan, Martin, Poon, Horsley, 

Mak and Murray. 

263. The Class Members who purchased Sino shares from Chan, Martin, Poon, Horsley, Mak 

and Murray during the Class Period are entitled to the difference between the price they paid to 

such Defendants for such shares, and the price that they would have paid had the Defendants not 

made the Representation and the other misrepresentations particularized above, and had not 

committed the wrongful acts and omissions particularized above. 
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(vi) Unjust Enrichment of Sino 

264. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

various documents, particularized above, that contained the Representation and the 

misrepresentations particularized above. 

265. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the others misrepresentations particularized above. 

266. Sino was enriched by, and those Class Members who purchased the Securities via the 

Offerings were deprived of, an amount equivalent to the difference between the amount for 

which the Securities offered were actually sold, and the amount for which such securities would 

have been so ld had the Offerings not inc luded the Representation and the misrepresentations 

particularized above. 

267. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of Sino. 

(vi) Unjust Enrichment of the Underwriters 

268. Throughout the Class Period, Sino made the Offerings. Such Offerings were made via 

the Prospectuses and the Offering Memoranda, which contained the Representation and the other 

misrepresentations particularized above. Each of the Undelwriters underwrote one or more of 

the Offerings. 

269. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a 

result of the Representation and the other misrepresentations particularized above. The 

Underwriters earned fees from the Class, whether directly or indirectly, for work that they never 
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performed, or that they performed with gross negligence, in connection with the Offerings, or 

some ofthem. 

270. The Underwriters were enriched by, and those Class Members who purchased securities 

via the Offerings were deprived of, an amount equivalent to the fees the Underwriters earned in 

connection with the Offerings. 

271. The Offerings violated Sino's disclosure obligations under the Securities Legislation and 

the various instruments promulgated by the securities regulators of the Provinces in which such 

Offerings were made. There was no juristic reason for the enrichment of the Underwriters. 

272. In addition, some or all of the Underwriters also acted as brokers in secondary market 

tl'ansactions relating to Sino securities, and earned trading commissions from the Class Members 

in those secondary market transactions in Sino's Securities. Those Underwriters were enriched 

by, and those Class Members who purchased Sino securities through those Underwriters in their 

capacity as brokers were deprived of, an amount equivalent to the commissions the Underwriters 

earned on such secondary market trades. 

273. Had those Underwriters who also acted as brokers in secondary market transactions 

exercised reasonable diligence in connection with the Offerings in which they acted as 

Underwriters, then Sino's securities likely would not have traded at all in the secondary market, 

and the Underwriters would not have been paid the aforesaid trading commissions by the Class 

Members. There was no juristic reason for that enrichment of those Underwriters through their 

receipt oftrading commissions from the Class Members. 

(vii) Oppression 

274. The Plaintiffs and the other Class Members had a reasonable and legitimate expectation 

that Sino and the Individual Defendants would use their powers to direct the company for Sino's 
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best interests and, in turn, in the interests of its security ho Iders. More specifically, the Plaintiffs 

and the other Class Members had a reasonable expectation that: 

(a) Sino and the Individual Defendants would comply with GAAP, and/or cause Sino 

to comply with GAAP; 

(b) Sino and the Individual Defendants would take reasonable steps to ensure that the 

Class Members were made aware on a timely basis of material developments in 

Sino's business and affairs; 

(c) Sino and the Individual Defendants would implement adequate corporate 

governance procedures and internal contl'Ols to ensure that Sino disclosed material 

facts and material changes in the company's business and affairs on a timely 

basis; 

(d) Sino and the Individual Defendants would not make the misrepresentations 

particu larized above; 

(e) Sino stock options would not be backdated or otherwise mispriced; and 

(t) the Individual Defendants would adhere to the Code. 

275. Such reasonable expectations were not met as: 

(a) Sino did not comply with GAAP; 

(b) the Class Members were not made aware on a timely basis of material 

developments in Sino's business and affairs; 

(c) Sino's corporate governance procedures and internal controls were inadequate; 

(d) the misrepresentations particularized above were made; 

(e) stock options were backdated and/or otherwise mispriced; and 

(f) the Individual Defendants did not adhere to the Code. 
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276. Sino's and the Individual Defendants' conduct was oppressive and unfairly prejudicial to 

the Plaintiffs and the other Class Members and unfairly disregarded their interests. These 

defendants were charged with the operation of Sino for the benefit of all of its shareholders. 

The value of the shareholders' investments was based on, among other things: 

(a) the profitability of Sino; 

(b) the integrity of Sino's management and its ability to run the company in the 

interests of all shareho Iders; 

(c) Sino's compliance with its disclosure obligations; 

(d) Sino's ongoing representation that its corporate governance procedures met with 

reasonable standards, and that the business of the company was subjected to 

reasonable scrutiny; and 

(e) Sino's ongoing representation that its affairs and financial reporting were being 

conducted in accordance with GAAP. 

277. This oppressive conduct impaired the ability of the Plaintiffs and other Class Members to 

make informed investment decisions about Sino's securities. But for that conduct, the Plaintiffs 

and the other Class Members would not have suffered the damages alleged herein. 

(via) Conspiracy 

278. Sino, Chan, Poon and Horsley conspit'ed with each other and with persons unknown 

(collectively, the "Conspirators") to inflate the price of Sino's securities. During the Class 

Period, the Conspirators unlawfully, maliciously and lacking bona fides, agreed togethel' to, 

among other things, make the Representation and other misrepresentations particularized above, 

and to profit fi'om such misrepresentations by, among other things, issuing stock options in 

respect of which the strike price was impermissibly low. 
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279. The Conspirators' predominant purposes in so conspiring were to: 

(a) inflate the price of Sino's securities, or alternatively, maintain an artificially high 

trading price for Sino's securities; 

(b) artificially increase the value of the securities they held; and 

(c) inflate the portion of their compensation that was dependent in whole or in part 

upon the performance of Sino and its securities. 

280. In furtherance of the conspiracy, the following are some, but not all, of the acts carried 

out or caused to be carried out by the Conspirators: 

(a) they agreed to, and did, make the Representation, which they knew was false; 

(b) they agreed to, and did, make the other misrepresentations particularized above, 

which they knew were false; 

(c) they caused Sino to issue the Impugned Documents which they knew to be 

materially misleading; 

(d) as alleged more particularly below, they caused to be issued stock options in 

respect of which the strike price was impermissibly low; and 

(e) they authorized the sale of securities pursuant to Prospectuses and Offering 

Memoranda that they knew to be materially false and misleading. 

281. Stock options are a form of compensation used by companies to incentivize the 

performance of directors, officers and employees. Options are granted on a certain date (the 

'grant date') at a certain price (the 'exercise' or 'strike' price). At some point in the future, 

typically following a vesting period, an options-holder may, by paying the strike price, exercise 

the option and convert the option into a share in the company. The option-holder will make 

money as long as the option's strike price is lower than the market price of the secUl'ity at the 
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moment that the option is exercised. This enhances the incentive of the option recipient to work 

to raise the stock price ofthe company. 

282. There are three types of option grants: 

(a) 'in-the-money' grants are options granted where the strike price is lower than the 

market price of the security on the date of the grant; such options are not 

permissible under the TSX Rules and have been prohibited by the TSX Rules at 

all material times; 

(b) 'at-the-money' grants are options granted where the strike price is equal to the 

market price of the security on the date of the grant or the closing price the day 

prior to the grant; and 

(0) 'out-of-the-money' grants are options granted where the strike price is higher than 

the nlarket price oftlle security on the date of the grant. 

283. Both aHhe-money and out-of-the-money options are permissible under the TSX Rules 

and have been at all material times. 

284. The purpose of both aHhe-money and out-of-the-money options is to create incentives 

for option recipients to work to raise the share price of the company. Such options have limited 

value at the time of the grant, because they entitle the recipient to acquire the company's shares 

at or above the price at which the recipient could acquire the company's shares in the open 

market. Options that are in-the-money, however, have substantial value at the time of the grant 

irrespective ofwhetller the company's stock price rises subsequent to the grant date. 

285. At all matedal times, the Sino Option Plan (the "Plan") prohibited in-the-moneyoptions. 

286. The Conspirators backdated and/ol' otherwise mispriced Sino stock options, or caused the 

backdating and/or mispricing of Sino stock options, in violation of, inter alia: (a) the GSA and the 

rules and regulations promulgated thereunder; (b) the Plan; (c) GAAP; (d) the Code; (e) the TSX 

245



117 

Rules; and Cf) the Conspirators' statutory, common law and contractual fiduciary duties and 

duties of care to Sino and its shareholders, including the Class Members. 

287. The Sino stock options that were backdated or otherwise mispriced included those issued 

on June 26, 1996 to Chan, January 21, 2005 to Horsley, September 14, 2005 to Horsley, June 4, 

2007 to Horsley and Chan, August 21, 2007 to Sino insiders other than the Conspirators, 

November 23, 2007 to George Ho and other Sino insiders, and March 31, 2009 to Sino insiders 

other than the Conspirators. 

288. The graph below shows the average stock price retu1'nS for fifteen trading days prior and 

subsequent to the dates as of which Sino priced its stock options to its insiders. As appears 

therefrom, on average the dates as of which Sino's stock options were priced were preceded by a 

substantial decline in Sino's stock price, and were followed by a dramatic increase in Sino's 

stock price. This pattern could not plausibly be the result of chance. 
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289. The conspiracy was unlawful because the Conspirators knowingly and intentionally 

committed the foregoing acts when they knew such conduct was in vio lation of, inter alia, the 

GSA, the Securities Legislation other than the GSA, the Code, the rules and requirements of the 

TSX (the "TSX Rules") and the CBCA. The Conspirators intended to, and did, harm the Class 

by causing artificial inflation in the price of Sino's securities. 

290. The Conspirators directed the conspiracy toward the Plaintiffs and the other Class 

Members. The Conspirators knew in the circumstances that the conspiracy would, and did, 

cause loss to the Plaintiffs and the other Class Members. The Plaintiffs and the Class Members 

suffered damages when the falsity of the Representation and other misrepresentations were 

revealed on June 2, 20 II. 

XII. THE RELATIONSHIP BETWEEN SINO'S DISCLOSURES 
AND THE PRICE OF SINO'S SECURITIES 

291. The price of Sino's securities was directly affected during the Class Period by the 

issuance of the I mpugned Documents. The Defendants were aware at all material times of the 

effect of Sino's disclosure documents upon the price of its Sino's securities. 

292. The Impugned Documents were filed, among other places, with SEDAR and the TSX, 

and thereby became immediately available to, and were reproduced for inspection by, the Class 

Members, other members of the investing public, financial analysts and the financial press. 

293. Sino routinely transmitted the documents referred to above to the financial press, 

financial analysts and certain prospective and actual holders of Sino securities. Sino provided 

either copies of the above referenced documents or links thereto on its website. 
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294. Sino regularly communicated with the public investors and financial analysts via 

established market communication mechanisms, including through regular disseminations of 

their disclosure documents, including press releases on newswire services in Canada, the United 

States and elsewhere. Each time Sino communicated that new material information about Sino 

financial results to the public the price of Sino securities was directly affected. 

295. Sino was the subject of analysts' reports that incorporated certain of the material 

information contained in the Impugned Documents, with the effect that any recommendations to 

purchase Sino securities in such reports during the Class Period were based, in whole or in part, 

upon that information. 

296. Sino's securities were and are traded, among other places, on the TSX, which is an 

efficient and automated market. The price at which Sino's securities traded promptly 

incorporated material information from Sino's disclosure documents about Sino's business and 

affairs, including the Representation, which was disseminated to the public through the 

documents referred to above and distributed by Sino, as well as by other means. 

XIII. VICARIOUS LIABILITY 

A. Sino and the Individual Defendants 

297. Sino is vicariously liable for the acts and omissions of the Individual Defendants 

particularized in this Claim. 

298. The acts or omissions particularized and alleged in this Claim to have been done by Sino 

were authorized, ordered and done by the Individual Defendants and other agents, employees 

and representatives of Sino, while engaged in the management, direction, control and transaction 

of the business and affairs of Sino. Such acts and omissions are, therefore, not only the acts and 

omissions of the Individual Defendants, but are also the acts and omissions of Sino. 
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299. At all material times, the Individual Defendants were officers and/or directors of Sino. 

As their acts and omissions are independently tortious, they are personally liable for same to the 

Plaintiffs and the other Class Members. 

B. E&Y 

300. E&Y is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

301. The acts or omissions particularized and alleged in this Claim to have been done by E&Y 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

while engaged in the management, direction, control and transaction of the business and affairs 

of E&Y. Such acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions ofE&Y. 

C. BDO 

302. BOO is vicariously liable for the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 

303. The acts or omissions particularized and alleged in this Claim to have been done by BOO 

were authorized, ordered and done by its officers, directors, partners, agents and employees, 

while engaged in the management, direction, control and transaction of the business and affairs 

of BOO. Such acts and omissions are, therefore, not only the acts and omissions of those 

persons, but are also the acts and omissions ofBDO. 

D. Poyry 

304. P()yry is vicariously liable tor the acts and omissions of each of its officers, directors, 

partners, agents and employees as set out above. 
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305. The acts or omissions palticularized and alleged in this Claim to have been done by 

Poyry were authorized, ordered and done by its officers, directors, partners, agents and 

employees, while engaged in the management, direction, control and transaction of the business 

and affairs of poyry. Such acts and omissions are, therefore, not only the acts and omissions of 

those persons, but are also the acts and omissions ofPoyry. 

E. The Underwriters 

306. The Underwriters are vicariously liable for the acts and omissions of each of their 

respective officers, directors, partners, agents and employees as set out above. 

307. The acts or omissions particularized and alleged in this Claim to have been done by the 

Underwriters were authorized, ordered and done by each of their respective officers, directors, 

partners, agents and employees, while engaged in the management, direction, control and 

transaction of the business and affairs such Underwriters. Such acts and omissions are, 

therefore, not only the acts and omissions of those persons, but are also the acts and omissions of 

the respective Underwriters. 

XIV. REAL AND SUBSTANTIAL CONNECTION WITH ONTARIO 

308. The Plaintiffs plead that this action has a real and substantial connection with Ontario 

because, among other thing: 

(a) Sino is a repOlting issuer in Ontario; 

(b) Sino's shares trade on the TSX which is located in Toronto, Ontario; 

(c) Sino's registered office and principal business office is in Mississauga, Ontario; 

(d) the Sino disclosure documents referred to herein were disseminated in and from 

Ontario; 

(e) a substantial proportion of the Class Members reside in Ontario; 
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(t) Sino carries on business in Ontario; and 

(g) a substantial portion of the damages sustained by the Class were sustained by 

persons and entities domiciled in Ontario. 

XV. SERVICE OUTSIDE OF ONTARIO 

309. The Plaintiffs may serve the Notice of Action and Statement of Claim outside of Ontario 

without leave in accordance with rule 17.02 of the Rules of Civil Procedure, because this claim 

is: 

(a) a claim in respect of personal property in Ontario (para 17.02(a)); 

(b) a claim in respect of damage sustained in Ontario (para 17.02(h)); 

(c) a claim authorized by statute to be made against a person outside of Ontario by a 

proceeding in Ontario (para 17.02(n)); and 

(d) a claim against a person outside of Ontario who is a necessary or proper party to a 

proceeding properly brought against another person served in Ontario (para 

17 .02(0 )); and 

(e) a claim against a person ordinarily resident or carrying on business in Ontario 

(para 17.02(p)). 

XVI. RELEV ANT LEGISLATION, PLACE OF TRIAL, JURY TRIAL AND 
HEADINGS 

310. The Plaintiffs plead and rely on the CJA, the CPA, the Securities Legislation and CBCA, 

all as amended. 

311. The Plaintiffs propose that this action be tried in the City of Toronto, in the Province of 

Ontario, as a proceeding under the CPA. 
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312. The Plaintiffs will serve a jury notice. 

313. The headings contained in this Statement of Claim are for convenience only. This 

Statement of Claim is intended to be read as an integrated whole, and not as a series of unrelated 

components. 
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,) CANADA 
PROVINCE OF QUEBEC 
DISTRICT OF QUEBEC 
NO: 200w06~000132wlll 

(Class Action) 
SUPERIOR COURT 

GUINING LIU, residing 
Monkland Ave, Unit 103, 
Quebec, H4B 2N4; 

Petitioner; 

v. 

at 6580 
Montreal, 

SINOwFOREST CORPORATION, legal 
person established pursuant to the Canada 
Business Corporations Act, having its head 
office at 1208-90 Burnhamthorpe Rd W, 
Mississauga, Ontario, L5B 3C3 ; 

and 

ERNST &. YOUNG LLP, legal person 
having its head office at 222 Bay Street, 
Toronto, Ontario, M5K 1J7 ; 

and 

ALLEN T.Y. CHAN, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mississauga, Ontario, L5B 3C3 ; 

and 

W. JUDSON MARTIN, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Misslssauga, Ontario, L5B 3C3 ; 

and 

KAI KIT POON, Sino-Forest Corporation, 
1208-90 Burnhamthorpe Rd W, 
Misslssauga, Ontario, L5B 3C3 i 

and 

DAVID J. HORSLEY, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mississauga, Ontario, L5B 3C3 i 

and 
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WILLIAM E. ARDELL, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mississauga, Ontario, L5B 3C3 ; 

and 

JAMES p, BOWLAND, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mississauga, Ontario, L5B 3C3 i 

and 

JAMES M,E. HYDE, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mississauga, Ontario, L5B 3C3 i 

and 

EDMUND MAK, Sino-Forest Corporation, 
1208-90 Burnhamthorpe Rd W, 
Mississauga, Ontario, L5B 3C3 ; 

and 

SIMON MURRAY, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mlssissauga, OntariO, L5B 3C3 i 
and 

PETER WANG, Sino-Forest Corporation, 
1208-90 Burnhamthorpe Rd W, 
Mississauga, Ontario, L5B 3C3 ; 

and 

GARRY J. WEST, Sino-Forest 
Corporation, 1208-90 Burnhamthorpe Rd 
W, Mississauga, Ontario, L5B 3C3 ; 

and 

POYRY (BEIJING) CONSULTING 
COMPANY LIMITED, legal person 
having its head office at 2208-2210 Cloud 
9 Plaza, No. 1118 West Yan'an Road, 
Shanghai 200052, PR China; 

Defendants; 
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MOTION TO AUTHORIZE THE BRINGING OF A CLASS ACTION AND TO OBTAIN THE 
STATUS OF REPRESENTATIVE 

(Article 1002 C.C.P. and following) 

TO ONE OF THE HONOURABLE JUSTICES OF THE QUEBEC SUPERIOR COURT, 
SITTING IN AND FOR THE DISTRICT OF QUEBEC, YOUR PETITIONER STATES AS 
FOLLOWS: 

General presentation 

1. The Petitioner wishes to institute a class action on behalf of the following group, 

of which he is a member (the "Group"): 

"All persons or entitles domiciled in Quebec (other than the Defendants, 

their past and present subsidiaries, affiliates, officers, directors, senior 

employees, partners, legal representatives, heirs, predecessors, 

successors and assigns, and any individual who Is an Immediate member 

of the families of the Individual named defendants) who purchased or 

otherwise acquired, whether in the secondary market, or under a 

prospectus or other offering document in the primary market, equity, 

debt or other securities of or relating to Sino-Forest Corporation, from 

and including August 12, 2008 to and Including June 2, 2011 (the "Class 

or such other group definition as may be approved by the Court. 

2. Sino-Forest Corporation (along with its subsidiaries, "Sino'') is a public company 

and its shares were listed for trading at all material times on the Toronto Stock 

SISKINDS, OESM EUlES I ~~~t~H 
Page 3 
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Exchange (the "TSX") under the ticker symbol "TRE/' on the Berlin exchange as 

"SFJ GR," on the OTC market in the United States as "SNOFF" and on the 

Tradegate market as "SFJ TH." 

3. At all material times, Sino purported to be a legitimate enterprise operating as a 

commercial forest plantation operator in the People's Republic of China ("PRC''). 

At all material times, Sino overstated the nature of its forestry operations and 

misrepresented the fact tllat Its financial reporting had complied with Canadian 

GAAP, when in fact it had not done so. 

4. The relief that the Petitioner seeks Includes the following: 

a) damages in an amount equal to the losses that It and the other 

Members of the Group suffered as a result of purchasing or acquiring 

the securities of Sino at inflated prices during the Class Period; 

b) a declaration that every prospectus, management/s discussion and 

analysis, annual information form, information circular, annual 

financial statement, interim financial report, Form 52~109F2 and Form 

52~109Fl issued by Sino-Forest Corporation after August 12, 2008 

(the "Impugned Documents'') contained one or more 

misrepresentations; 

c) a declaration that Sino-Forest Corporation is vicariously liable for the 

acts and/or omissions of Allen T.Y. Chan, W. Judson Martin, Kai KIt 

Poon, David J. Horsley, William E. Ardell, James P. Bowland, James 

M.E. Hyde, Edmund Mak, Simon Murray, Peter Wang, Garry J. West 
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(the "Individual Defendants"), and of its other officers, directors and 

employees; 

d) a declaration that Ernst and Young LLP Is vicariously liable for the acts 

and/or omissions of each of its officers, directors, partners and 

employees; and 

e) a declaration that Poyry (Beijing) Consulting Company Limited is 

vicariously liable for the acts and/or omissions of each of Its officers, 

directors and employees. 

The Petitioner 

5. The Petitioner is one of thousands of investors who purchased shares of Sino 

during the Class Period and continued to hold shares of Sino when the price of 

Sino's securities declined due to the correction of the misrepresentations alleged 

herein. 

6. During the Class Period, the Petitioner made net purchases of 1,000 Sino shares 

over the TSX. [Particulars of the Petitioner's Class Period transactions 

are attached hereto as P~l]. 

The Defendants 

7. The defendant Sino purports to be a commercial forest plantation operator in the PRC. 

Sino Is a corporation formed under the Canada Business Corporations Act, RSC 1985, c 

C-44 (the "CBCA''). 
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8. At the material times, Sino was a reporting issuer in all provinces of Canada, and had its 

registered office located in Mlsslssauga, Ontario. At the material times, Sino's shares 

were listed for trading on the TSX under the ticker symbol "TRE," on the Berlin 

exchange as "SFJ GR, If on the OTC market In the United States as "SNOFF" and on the 

Tradegate market as "SFJ TH./f Sino securities are also listed on alternative trading 

systems In Canada and elsewhere including, without limitation, AlphaToronto and 

PureTrading. Sino also has various debt Instruments, derivatives and other securities 

which are publicly traded in Canada and elsewhere. 

9. The defendants Allen T.Y. Chan, W. Judson Martin, Kai Kit Poon, David J. Horsley, 

William E. Ardell, James P. Bowland, James M.E. Hyde, Edmund Mak/ Simon Murray, 

Peter Wang and Garry J. West (the "D&Os'~ are officers and/or directors of Sino. Each 

of them are directors and/or officers of Sino within the meaning of the Securities Act, 

RSQ c V-1.1 (the "SecuritIes Act'). 

10. The defendant Ernst & Young LLP r'E&Y'~ is Sino/s auditor. E&Y is an expert of Sino 

within the meaning of the Securities Act 

11. The defendant Poyry (Beijing) Consulting Company Limited ("Poyry'~ is an international 

forestry consulting firm. Poyry Is an expert of Sino within the meaning of the Securities 

Act 

Sino's Continuous Disclosure Obligations 

12. As a reporting Issuer in Quebec, Sino was required throughout the Class Period 

to Issue and file with SEDAR: 
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• within 60 days of the end of each quarter, quarterly Interim financial 

statements prepared in accordance with GAAP Including a comparative 

statement to the end of each of the corresponding periods In the previous 

financial year; 

• within 140 days of the end of the fiscal year, annual financial statements 

prepared in accordance with GAAP, including comparative financial 

statements relating to the period covered by the preceding financial year; 

and 

• contemporaneously with each of the above, management's discussion 

and analysis of each of the above financial statements. 

13. The Defendants issued the disclosure documents referenced herein pursuant to 

their statutory obligation to do so, and also for the specific purpose of attracting 

investment in Sino's securities, and Inducing members of the public to purchase 

those securities. 

The Defendants' Misrepresentations 

14. Throughout the Class Period, Sino falsely purported to be a legitimate enterprise 

operating as a commercial forest plantation operator in the PRC. As part of Its 

obligations as a reporting issuer in Quebec (and elsewhere), Sino issued the 

Impugned Documents. In those documents, Sino made statements concerning 

the nature of its business, its revenues, profitability, future prospects and 

compilance with the laws of the PRC and of Canada, Impilcltly and explicitly and 

through documents incorporated by reference. 

__ "m~ _____________________________ _ 
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( ) 
15. In fact, such statements were materially false and/or misleading. During the 

Class Period, Sino overstated Its forestry assets, misrepresented Its revenue 

recognition practices, falsely maintained that Its financial statements complied 

with Canadian GAAP and issued materially misleading statements regarding 

Chinese law and Sino's compliance therewith, among other misrepresentations. 

16. On June 2, 2011, however, the truth was at least partially revealed. As a result, 

the market value of Sino's securities fell dramatically, and the market value for 

Sino's shares In particular fell by in excess of 70% on. extraordinarily heavy 

trading volume. Trading of Sino common shares was halted on the TSX after a 

decline in excess of 24% on June 2. When trading resumed on the TSX on June 

3, Sino shares fell in excess of a further 63%, for a two-day drop in excess of 

nearly 73%. 

The Defendants' Fault 

The Defendants Owed Duties to the Members of the Group 

17. The Defendants owed a duty to the Petitioner and to persons and entities 

Similarly situated, at law and under provisions of the Securities Act (chapter v-

1.1), to disseminate promptly, or to ensure that prompt dissemination of truthful, 

complete and accurate statements regarding Sino's business and affairs, and 

promptly to correct preViously-issued, materially inaccurate information, so that 

the price of Sino's publicly-traded securities was based on complete, accurate 

and truthful Information. 

18. At all times material to the matters complained of herein, each of the Defendants 

knew or ought reasonably to have known that the trading price of Sino's publicly 
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19. 

traded securities was directly influenced by the statements disseminated by the 

Defendants concerning the business and affairs of Sino. 

As suchr the Defendants knew or ought reasonably to have known that a failure 

to ensure that Sinors disclosures referenced herein were materially accurate and 

materially complete would cause Sino's securities to become inflatedr and thus 

would cause damage to persons who invested in Sino's securities while their 

price remained inflated by such false statements. 

"rhe Defendants Violated their Duties 

20. Certain statements made by Sino and the D&Os In the Impugned Documents 

were materIally false and/or misleading. The Petitioner and the Members of the 

Group relied on such statements directly or indirectly or via the instrumentality of 

the markets on which Sino securities traded. When the truth was revealed and 

true value of Sino's securities became clear, the Petitioner and the Members of 

the Group were injured thereby. The Petitioner and the Group plead negligent 

misrepresentation as against Sino and the D&Os. 

21. Sino's internal controlsr which were designed and/or maintained by the D&Osr 

were inadequate or Ignored. The D&Os owed a duty of care to the Petitioner 

and the Members of the Group to properly design and/or maintain such internal 

controls. The Petitioner and the Group plead negligence as against the D&Os In 

connection thereto. 

22, E&Y made statements in certain of the Impugned Documents that were 

continuous disclosure documents that the audited financial statements contained 

or incorporated by reference therein "present fairlYr and In all material respectsr 
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the financial position of [Sino] [ ... J and the results of its operations and cash 

flows [ ... J in accordance with Canadian generally accepted accounting principles" 

(or similar language). Such statements were materially false and/or misleading, 

and E&Y lacked a reasonable basis to make such statements when E&Y made 

them. E&Y knowingly prepared its reports for use by Sino's security holders and 

prospective security holders. The Petitioner and the Group relied on such 

statements directly or indirectly or via the Instrumentality of the markets on 

which Sino securities traded. When the truth was revealed and the true value of 

Sino's securities became clear, the Petitioner and the Group were injured 

thereby. In respect of Sino's continuous disclosure documents, the Petitioner 

and the Group plead negligence and negligent misrepresentation as against E&Y. 

23. E&Y made statements in those of the Impugned Documents that are 

prospectuses that the Sino financial statements contained or incorporated by 

reference therein "complied with Canadian generally accepted standards for an 

auditor's involvement with offering documents" (or similar language). Such 

statements were mat,?rlally false and/or misleading, and E&Y lacked a reasonable 

basiS to make such statements when E&Y made them. E&Y knowingly prepared 

its reports for use by Sino's security holders and prospective security holders. 

The Petitioner and the Group relied on such statements directly or indirectly or 

via the instrumentality of the markets on which Sino securities traded. When the 

truth was revealed and true value of Sino's securities became clear, the 

Petitioner and the Group were Injured thereby. The Petitioner and the Group 

plead negligence and negHgent misrepresentation as against E&Y in respect of 

Sino's Class Period prospectuses. 
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24. Poyry made statements regarding the nature of Sino's operations in reports 

dated on or about May 31, 2011, May 27, 2011, April 23, 2010 and April 2, 2009. 

Such statements were materially false and/or misleading, and Poyry lacked a 

reasonable basis to make such statements when Poyry made such statements. 

Poyry knowingly prepared its reports for use by Sino's security holders and 

prospective security holders. The Petitioner and the Members of the Group 

relied on such statements directly or indirectly or via the instrumentality of the 

markets on which Sino securities traded. When the truth was revealed and true 

value of Sino's securities became clear, the Petitioner and the Members of the 

Group were Injured thereby, The Petitioner and the Members of the Group plead 

negligence and negl1gent misrepresentation as against poyry. 

25. At all times material to the matters complained of herein, each of the Defendants 

ougllt to have known that Sino's disclosure documents described herein were 

materially misleading as detailed above. Accordingly, the Defendants have 

violated their duties to the Petitioner and to persons or entities Similarly situated. 

26. The reasonable standard of care expected in the circumstances required the 

Defendants to act fairly, reasonably, honestly, candidly and In the best interests 

of the Petitioner and the other Members of the Group. 

27. The Defendants failed to meet the standard of care required by issuing Sino's 

disclosure documents during the relevant period, which were materially false 

and/or misleading as described above. 

28. The negligence of the Defendants resulted In the damage to the Petitioner and 

Members of the Group as pleaded. 
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The Relationship Between Sino's Disclosures and the Price of Sino's Securities 

29. The price of Sino's securities was directly affected during the Class Period by the 

Issuance of the disclosure documents described herein. The Defendants were 

aware at all material times of the effect of Sino's disclosures upon the price of its 

Sino's securities. 

30. The disclosure documents referenced above were filed, among other places, with 

SEDAR and the TSX and thereby became immediately available to, and were 

reproduced for inspection by, the Members of the Group, other members of the 

investing public, 'nnancial analysts and tile financial press. 

31. Sino routinely transmitted the documents referred to above to tile financial 

press, financial analysts and certain prospective and actual holders of Sino's 

securities. Sino provided either copies of the above referenced documents or 

links thereto on its website. 

32. Sino regularly communicated with the public investors and financial analysts via 

established market communication mechanisms, including through regular 

disseminations of press releases on newswire services in Canada, the United 

States and elsewhere. The price of Sino's securities was directly affected each 

time SINO communicated new material information about Sino'snnanclal results 

to the public. 

33. Sino was the subject of analysts' reports tllat Incorporated material information 

contained In the disclosure documents referred to above, with the effect that any 

recommendations in such reports during the Class Period were based, in whole 

or in part, upon that information. 
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34. Sino's securities were and are traded on efficient and automated markets. The 

price at which Sino's securities traded promptly incorporated material information 

about Sino's business and affairs! including the omissions and/or 

misrepresentations described herein! which were disseminated to the public 

through the documents referred to above and distributed by Sino! as well as by 

other means. 

Statutory Liability for Misrepresentations - Secondary Market 

35. Each of the Impugned Documents Is a "Core Document" within the meaning of 

the Securities Act. 

36. Each of the Impugned Documents contained one or more misrepresentations. 

37. Each of the D&Os was an officer and/or director of Sino at all material times. 

Each of the D&Os authorized/ permitted or acquiesced in the release of some or 

al[ of the Impugned Documents. 

38. Sino is a reporting Issuer within the meaning of the Securities Act. 

39. Poyry Is an expert within the meaning of the Securities Act. 

40. E&Y Is an expert within the meaning of the Securities Act 

41. The Petitioner and the Group assert the causes of action set forth In Title VIII! 

Chapter II! Division II of the Securities Act as against Sino! Poyry, the D&Os and 

E&Y and will seek leave, If and as required! in connection therewith. 
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Statutory Liability for Misrepresentations - Primary Market 

42. Sino Issued prospectuses on December 11, 2009 and June 1, 2009 (the 

"Prospectuses", both of which are Impugned Documents), 

43. The defendants E&Y, Chan, Horsley, Martin and Hyde signed the Prospectuses. 

44. The Prospectuses contained one or more misrepresentations within the meaning 

of the Securities Act. 

45. The Petitioner and the Group plead the cause of action found in Title VIII, 

Chapter II, Division I of the Securities Act as against all Defendants. 

Vicarious Liability of Sino 

46. Sino is vicariously liable for the acts and omissions of the Individual Defendants 

particularized in this Claim. 

47. The acts or omissions particularized and alleged herein to have been done by 

Sino were authorized, ordered and done by the Defendants and other agents, 

employees and representatives of Sino, while engaged in the management, 

direction, control transaction of the business and affairs of Sino. Such acts and 

omissions are, therefore, not only the acts and omissions of the Individual 

Defendants, but are also the acts and omissions of Sino. 

Damages 

48. As a result of the acts and omissions described above, the Petitioner and the 

other Members of the Group were Induced to over-pay substantially for Sino's 
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securities. Such persons and entities have suffered damages equivalent to the 

loss in market value that occurred when Sino corrected the Misrepresentations. 

49. The Petitioner and other Members of the Group are also entitled to recover, as 

damages or costs, the costs of administering the plan to distribute the recovery 

in this action. 

Conditions required to institute a class action 

50. The composition of the Group makes the application of article 59 or 67 c.c.P. 

impracticable for the following reasons: 

• The number of persons included in the group Is estimated to be several 

thousand; 

• The names and addresses of persons included in the group are not 

known to the Petitioner (but are likely to be known to Defendants); 

• All the facts alleged in the preceding paragraphs make the application of 

articles 59 or 67 C.C.P. impossible. 

51. The claims of the Members of the Group raise identical, similar or related 

questions of fact or law, namely: 

• Did the Defendants authorize or Issue false and/or misleading public 

information? 

• Old the Defendants' Misrepresentations cause the share price of Sino's 

stock to be artificially inflated during the Class Period? 
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• Old the Defendants therefore commit a fault towards the Petitioner and 

the Members of the Group, thereby engaging their liability? 

• What prejudice was sustained by the Petitioner and the Members of the 

Group as a result of the Defendants' faults? 

• Are the Defendants jointly responsIble for the damages sustained by each 

of the members? 

52. The interests of justice weigh in favour of thIs motion beIng granted in 

. accordance with Its conclusions. 

Nature of the action and conclusions sought 

53. The action that the Petitioner wishes to Institute for the benefit of the Members 

of the Group is an action in damages; 

54. The conclusions that the Petitioner wishes to introduce by way of a motion to 

Institute proceedings are: 

GRANT the Petitioner's action against the Defendants; 

CONDEMN Defendants to pay to the Members of the Group compensatory 

damages for all monetary losses; 

GRANT the class action of the PetitIoner on behalf of all the Members of the 

Group; 

ORDER the treatment of individual claims of each Member of the Group in 

accordance with articles 1037 to 1040 C.C.P.; 
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THE WHOLE with interest and additional indemnity provided for in the Civil 

Code of Quebec and with full costs and expenses Including expert fees and 

notice expenses; 

55. The Petitioner suggests that tllis class action be exercised before the Superior 

Court in the district of Quebec for the following reasons: 

• A great number of the Members of the Group resides in the judicial 

district of Montreal and in the appeal district of Quebec; 

• The Petitioner and his lawyers are domiciled in the district of Quebec. 

56. The Petitioner, who is requesting to obtain the status of representative, will fairly 

and adequately protect and represent the interest of the Members of the Group 

for the following reasons: 

• He understands the nature of the action; 

• He is available to dedicate the time necessary for an action to collaborate 

with Members of the Group; and 

• His interests are not antagonistic to those of other Members of the 

Group. 

57. The present motion is well-founded in fact and In law. 

FOR THESE REASONS, MAY IT PLEASE THE COURT: 

GRANT the present motion; 
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AUTHORIZE the bringing of a class action In the form of a motion to institute 

proceedings In damages; 

ASCRIBE the Petitioner the status of representative of the persons included in 

the group herein described as: 

"All persons or entitles domiciled in Quebec (other than the Defendants, 

their past and present subsidiaries, affiliates, officers, directors, senior 

employees, partners, legal representatives, heirs, predecessors, 

successors and assigns, and any individual who is an Immediate member 

of the families of the Individual named defendants) who purchased or 

otherwise acquired, whether In the secondary market, or under a 

prospectus or other offering document in the primary market, equity, 

debt or other securities of or relating to Sino-Forest Corporation, from 

and including August 12, 2008 to and including June 2, 2011 (the "Class 

or such other class definition as may be approved by the Court. 

IDENTIFY the principle questions of fact and law to be treated collectively as the 

following: 

• Did the Defendants authorize or issue false and/or misleading public information? 

• Did the Defendants' Misrepresentations cause the share price of Sino's stock to 

be artificially inflated during the Class Period? 

• Did the Defendants therefore commit a fault towards the Petitioner and the 

Members of the Group, thereby engaging their liability? 
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• What prejudice was sustained by the Petitioner and the Members of the Group as 

a result of the Defendants' faults? 

• Are the Defendants jointly responsible for the damages sustained by each of the 

Members of the Group? 

IDENTIFY the conclusions sought by the class action to be instituted as being the 

following: 

GRANT the Petitioner's action against the Defendants; 

DECLARE that the Defendants made the Misrepresentations during the Class 

Period; 

DECLARE that the Defendants made the Misrepresentations negligently; 

DECLARE that Sino is vicariously liable for the acts and/or omissions of the 

Individual Defendants; 

CONDEMN Defendants to pay to the Members of the Group compensatory 

damages in the amount of 4 bllllon$, or such other sum as this Court finds 

appropriate for all monetary losses; 

GRANT the class action of the Petitioner on behalf of all the Members of the 

Group; 

ORDER the treatment of indiVidual claims of each Member of the Group in 

accordance with articles 1037 to 1040 C.C.P.; 
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THE WHOLE with interest and additional indemnity provided for in the Civil 

Code of Quebec and with full costs and expenses including expert fees and 

notice fees; 

DECLARE that all Members of the Group that have not requested their exclusion 

from the Group in the prescribed delay to be bound by any judgement to be 

rendered on the class action to be instituted; 

FIX the delay of exclusion at 30 days from the date of the publication of the 

notice to the Members of the Group; 

ORDER the publication of a notice to the Members of the Group in accordance 

with article 1006 C.c.P.; 

TH E WHOLE with costs to follow. 

Quebec, June 9, 2011 

(s) SISKINDS, DESMEULES 

SISKINDS, DESMEULES, AVO CATS 

(Me Simon Hebert) 

Lawyer for the Petitioner 
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SCHEDULE 1 

NOTICE TO DEFENDANT 

Take notice that the plaintiff has filed this action or application In the office of 
tile SuperIor Court of the judicial district of Quebec. 

To file an answer to this action or application, you must first file an appearance, 
personally or by advocate, at the courthouse of Quebec located at 300, boul. 
Jean-Lesage, Quebec, G1K 8K6 within 10 days of service of this motion. 

If you fail to file an appearance within the time limit indicated, a judgment by 
default may be rendered against you without further notice upon the expiry of 
the 10 day period. 

If you file an appearance, the action or application will be presented before the 
court on September 23, 2011, at 9hOO a.m., in room 3.14 of the courthouse. On 
that date, the court may exercise such powers as are necessary to ensure the 
orderly progress of the proceeding or the court may hear the case, unless you 
have made a written agreement with the plaintiff or the plaintiff's advocate on a 
timetable for the orderly progress of the proceeding. The timetable must be filed 
in the office of the court. 

These exhibits are available on request. 

Quebec City June 9, 2011 

(s) SISKINDS, DESMEULES 

SISKINDS, DESMEULES, AVOCATS 
(Me Simon Hebert) 
Lawyers for the Petitioner 
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Q.B. NO.~Of2011 
CANADA ) 
PROVINCE OF SASKATCHEWAN ) 

Between: 

IN THE QUEEN'S BENCH 
JUDICIAL CENTRE OF REGINA 

ALLAN HAIGH 

and 

SINO~FOREST CORPORATION, 
ALLEN T.Y. CHAN, and DAVID J. HORSLEY. 

Brought under The Clast)' Actions Act 

STATEMENT OF CLAIM 

NOTICE TO DEFENDANT 

Plaintiff, 

Defendants 

t The plaintlffmay enter judgment in accordlmee with this Statement ofChdm or such judgment as 
may be ~anted put'Suant to tho Rules of Cout't unless 

• within 20 days if you werD served in Saskatohewan; 
• within 30 days If you were served e!sfilwnel'eln Can!ldll or in the United States of Amerioa; 
• within 40 days If you were served Qutside Cnnadu lind the United States of Amerloa 

."--. ·· .. ·--(exo!udlng-the·clay'of,sel'Vioe1·yeu·sorvo·a-Btatomont·of.:);)efella\H)n·the·platn~ljJf.-ancl·file·a·(j(:)py·thereof---· -,,--,. 
m the offioe of tho local registrar of tho Court for the jUdicial centre abovelll\med. 

2. In many cast's a d~fulldant may have the trial of the !lotion held at ajudlclal centre othel' thllU the one 
at whioh the Statement of Claim is lSS\led. Every defendnut should oonsult his lawyt>T !Ill to his rlghts. 

3. Thls Statement of Claim Is to be served withIn six mouths from the dat\.\ on wlltch it Is Issued, 

4. This Statement afClaim Is issued at the abov0-nnmedjudloial centre the III day ofDeoember, 2011. 
,.- 1. LANGFORD 

OY. LOqA.l REGISTRAR 
Local Registtar 
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DEF!NEP TERMS 

1. In this Sta.tement of Claim, in addition to the terms that are defined elsewhere herein, 

the following terms have the following meanings: 

(a) ~'AI'I means Authorized Intermediary; 

(b) "AlII''' means Annual Information Form~ 

(0) ({eM" means The Class Actions Act, S.S. ZOOl~ c. C~12.01, as amended; 

(d) "CECA" means the Canada Business Corporations Act, RSC 1985~ c. C·44, as 

amended; 

(e) "Chan" means the defendant Allen T,Y, Chan; 

(J:) "CJass" and "Class MembersH means all persons and etltities wherever they may reside 

who acquired securities of Slno dudng the Class Pel'iod either by primary distribution in 

Canada or an acquisition on the TSX or other seoondary mat'ket in Canada, other than the 

Defeudants, theIr past and present subsidiaries, affiliates, officers, direotors, senior employees, 

partners~ legal representatives, heirst predecessors, suooessors and assigns, and any individual 

who is an hnmedlate member of the family of an Individual Defendant; 

(g) "Class Period" means the period from and inoluding March 19,2007 to and inoluding 

June 2, 2011; 

(h) IICQde1l lUeans Slno's Code O£Bllsiness Conduot; 

(1) 'IDefendants" means Sino and the Individual Defendants; 

.,,' ." ,_._@~,ecem bel~ZO.o9~o.spectus~eans,S!no!s..Eil1al.Sho:ct,Eorm,P.r.osp.e.c:tus •. date.dDe.cember.. -_. '''' 

1 0, 2009, which Sino flIed on SEOAR on Deoember 11, 2009; 

(k) "E&Y" means Erost and Young LLP; 

(1) "GAAP)? means Canadian genorally acoepted aocounting principles; 

(m) "Gloi1e)\ means The Globe and Mail; 

(n) "Horsley!) means the defendant David J. HOl'sley; 

(0) "Impugned Documents" means the 2006 Annual Consolidated Financial Statements (filed 

on SEDAR on March 19, 2007), 2006 AIF (filed on SEDAR on March 30, 2007), 2006 

Annual MP&A (filed on SEDAR on March 19,2007), Management lnfonnation Circular 

dated April '27,2007 (tiled on SEOAR on May 4, 2007), Q1 2007 MD&A (filed on SEDAR 
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on May 14,2007), Q12007 Financial Statements (filed on SEDAR on May 14,2007), June 

2007 Prospectus, Q2 2007 MD&A (filed on SEDAR on August 13, Z007), Q2 2007 Financial 

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

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

2007),2007 Annual Consolidated Financial Statements (filed 011 SEDAR on. Maroh 18,2008)~ 

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

Maroh 18, 2008), Amended 2007 Annual MD&A (filed on SEDAR on March 28, 2008), 

Management Information Circular d"ted Apr1128, 2008 (filed on SEDAR on May 6, 2008), 

Ql 2008 M»&A (filed on SEDAR on May 13,2008), Q1 2008 Financial Statements (filed 

on SEDAR on May 13, 2008), Q2 2008 MD&A (filed on SEDAR Ol} August 12,2008), Q2 

2008 Finanoial Statements (filed on SEDAR on August 12, 2008), Q3 2008 MD&A (filed on 

SEDAR on November 13, 2008), Q3 2008 Financial Statements (filed Oil SEDAR on 

November 13,2008),2008 Annual Consolidated Financial Statements (filed on SEDAR on 

March31, 2009), 2008 AnnualMD&A (filed on SEDAR on March 16,2009), Amended 2008 

Annual MD&A (filed Oil SEDAR on March 17> 2009), 2008 AID (filed on SEDAR on March 

31,2009), Management Information Circular dated Apl'i128,2009 (filed on SEDAR on Ma.y 

4,2009), Q12009 MD&A (filed on SEDAR on May 11) 2009), Q12009 Financial Statements 

(filed on SEDAR on May 11> 2009)1 June 2009 Prospectus, Q2 2009 MD&A (filed on 

.-.. -.-SEDAR.on.Ausust..1.O,.20.09.~r-Q2.200~tllinancia1.Staternents,(.f11ed..ou$EDAR.on.August.W,_ "W •• 

2009), Q3 2009 MD&A (filed on SEDAR on November 12, 2009), Q3 2009 Financial 

Statements (filed on SEDAR On November 12,2009), December 2009 Prospectus, 2009 

Annual MD&A (filed on SEDAn on March 16) 2010)$ 2009 Audited Annual Financial 

Statements (med on SEDAR on March 16, 2010), 2009 AlF (filed on SEDAn. on March 31, 

2010)1 Management Information Ciroular dated May 4, 2010 (filed on SEDAR on May 11, 

2010), Q12010 MD&A (medon SEDARonMay 12,2010), Q12010 Financial Statements 

(:flIed on SEDAR on May 12~ 2010), Q2 2010 MD&A (fil~d on SEDAR on August 10,2010), 

Q2 2010 Finanoial Statements (filed on SEDAR on August 10, 2010), Q3 2010 MD&A (filed 

on SEDAn on November 20, 2010), Q3 2010 Financial Statements (filed on SEDAR on 
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November 20, 2010),201 o AnnunlMD&A (March 15, 2011), 2010 Annual Audited Financial 

Statements (filed on SEDAR on March 15,2011),2010 AIF (filed on SEDAR on March 31, 

2011) and Management Information Circular dated May 2, 2011 (filed on SED AR on May 10, 

2011); 

(P) Hlndividual Defendants" means Chan and Horsley; 

(q) <'June 2007 Prospectus!! means Sino's Short FOl'm Prospectlls, dated June 5,2007, which 

Sino filed on SEDAR on June 5, 2007; 

(x) "June 2009 Prospectus" means Sino's Final Sho~t Form Prospectus, dated June 1, 2009, 

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

ell) "MD&A" means Management's Discussion and Analysis; 

(t) c'Ml1ddy Waters" means Muddy Waters LLC; 

(u) "OS e" means tho Ontario SecurIties Commission; 

(v) HPlailltiff" means the plaintiff Allan Haigh; 

(w) "PRe" meaW3 the People's Republic of China; 

(x) "Rep)'esentation" means the stateme~lt that SIno's finanoial statements complied with. 

GAAPi 

(y) "SEDAR" means the system for electronio dooument allalysis and retrieval oftbe Canadian 

Securities Administrators; 

, .... "" .. _'z)~Sino~!..means.the_defendant,,,Sino.d3:otest.cor.p.o:ration; ...... _ .. _~ __ ~._. __ .. _ ... ,,_" ... _ .. _" . _ ... 

(aa) 4~SSA" means The Seaurities Aot, S.S. 1988-89, c. Sw42.2, as amended; 

(bb) "TSK" means the Toronto Stock Exchange; . 

(cc) "WFOE" means wholly foreign owned enterprise or an enterprise established in China 

in accordance with the relevant PRe laws, with capital provided solely by foreign investoxs. 

(1) the parties 
(a) Rlaintiff 

CLAIM 

2. The Plaintiff, Allan Ha1gh~ resides in Saskatoon, Saskatchewan. Mr. Haighpw:chased 

200 shru:es of Sino on November grd, 2010, at a cost of$20.14 per share. 
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(b) defendants 
3. The Defendant Sino-Forest Corporation (HSino"Pol,'est"), is inoorpol.'f\ted pm'suant to 

the laws of Canada/ with its head office at 1208"90 Burnhamthorpe Rd WI Mississauga, 

Ontal'io, LSB 3C3. 

4. The Defendant Chan resides in Ontario. At all material times, Chan was Sino's 

Chairman, Chief Exeoutiv6 Officer, and a director of the company. 

5. The Defendant Horsley resides in Ontario. At all material times, Horsley was Sino's 

ChlefFinanclalOffioel', 

(2) tlte class 
6. The Plaintiff brings this action on behalf of all persons or entities who held common 

shares of Sino between Maxch 191\ 2007 and June 2, 2011 (the "Class Period") either by 

pdmary'distribution in Canada or an acquisition on the Toronto Stock Exchange or other 

secondary market in Canada. 

(3) pal'ticfllars 

7. At all material times, Sino was a l'eporting issuer in all provinoes of Canada, and had 

, . ___ -its..teg:istel!ed.officeJo,Q!lted.in.Mississauga,_Ontario,. ____ .... ' .... _. __ " ....... _~,~_~ ... ~ ___ " __ . __ 

8. Prom the time of its establislunent in 1994, Sino has claimed to be a legitimate 

buslness operatip.g in the conunot'oial wrestry illdustry in the' PRC and elsewhere. 

9. In 1994t Sino entered Cat1ada~s capital markets by way of a "reverse takeQver/' This 

allowed Sino to avoid the scrutiny of an Initial Publio Offering. 

10, At all matel'ial times, Si110)8 shares were listed for trading on: 

(a) the Toronto Stock Exchange (the ~~Tsxn) under the ticker symbol "TRE'~i 

281



(b) on the Berlin exchfUlge as "SFJ GR"; 

(0) on the OTe market in the United States as IISNOFP); 

(d) on the Tradegate market as "SFJ TE"; 

(e) on alternative trading systems in Canada and elsewhere including, without 

limitation, AlphaToronto and Pu\'eTrading. 

11. At all matedal t1mes~ Sino had various debt instruments, derivatives and othel' 

securities that were publicly traded in Canada and elsewhere, 

12, The price of Sino's sooUl'Hies was directly affected during the Class Period by the 

issuance of the Impugned Doouments. The Defendants wel'e aware at all material times of the 

effect of Sino's disclosure doouments upon the price oiits Sino's secut'ities. 

13. The Impugned Documents we.l'e filed, among other places, with SEDAR and the TSX, 

and thereby became immediately available to, and were reproduced for inspection by) the 

Plaintiff, Class Members, other members of the investing publio~ financiftl analysts and the 

financial press. 

14. Sino routinely transmitted 111e docmnents referred to above to the financial press, 
." . .. _._-- .. """" ..... ...---- ~ ... ,~-...- ........ ---...... --.......-.....--- .. ,.,....,,-"' .... 

financial analysts and ~rtain prospective and actual holders of Sino securities. Sino provided 

either oopjes of the Impugned Doouments or links thereto on its website. 

15. Sino regularly communicate.d with the public investors and financial analysts via 

established market communioation mechanisms, including through regular dissemln(ltions of 

their disclosure documents, including press releases on newswil'e services in Canada, the 

United States and elsewhere. Baoh time Sino communioated that new material information 

about Sino financial results to the public the prioe of Sino seourities was direotly affected. 
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16. Sino was the Bubject of analysts' reports that incol'Porated certain of the material 

information contained in the Impugned Doouments, with the effect that any recommendations 

to purchase Sino securities in such repOlls during the Class Period were based, in whole or in 

part, upon that infonnation. 

17. The price at whioh Sino's secudties tI:~ded promptly incorporated matedal information 

from Sino's disclosure documents about Sino's business and affairs, including the 

Repl'esentation, which was disseminated to the public wough the documents referred to above 

and distributed by Sino, as well as by other means. 

18. In Sino'S Initial Proxy Ciroular of February 111\ 1994, Sino pm'pol'ted to operate 

through six joint ventures formed in the PRe. By the early 2000's, Sino's business stl:uctUl'ed 

ohanged to inolude who lly.owned subsidiaries and so called authorized intermediaries ("Ala"). 

By early 2011 J Sino pUl'Ported to conduct business throughmor~ than 60 subsidiaries, at least 

16 ofwhioh were formed in the British Virgin Islands, and at least 40 ofwhioh were fonned 

in the PRC. 

19. Sino conducted seven offerings during the Class Pedod (the "Offel'ings"), rmsing an 

aggregate ofmol:e than $2,7 bi~~~E22~~estors~. ___ ~_, __ ... ___ ._~._. _____ ..•.. 

(a) by short f01ID prospectus dated Juno 5,2007 (filed with SEDAR), Sino conducted 

an offedng of 15,900)000 common shares at a price of$12.65 per share, resulting in 

gross proceeds of$201,135,OOO; 

(b) by way of an "Offering Memorandum") Sino Bold through private placement 

US$345 million in aggregate prinoipal amount of convertible senior notes due 2013; 

(c) by short foon prospectus dated JVllle I, 2009 (filed with SEDAR), Sino conducted 

an offel'ing of 34,500,000 conunon shares for $11.00 per share, resulting in gross 

proceeds of$379,500,OOO; 
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(d) by way of an Exchange Offer Memorandum, Sino exchanged c~rtain of its then 

outstanding senior notes with new notes, pursuant to which Sino issued 

U8$212,330,OOO in aggrega~~ pl1ncipal amOlmt of guaranteed senior notes due 20 14; 

(e) by way of a final Offering Memol:andum, Sino sold through private placement 

U8$460,000,OOO In aggregate prinoipal amount of convertible senior notes due 20 16; 

(t) by sho~t fOlm prospeotus dated December 11 th, 2009 (filed with SEDAR on 

December 11,2009), Sino oonduoted an offering of21,850,OOO common shares for 

$16.80 per shares, resulting in proceeds of $367,080,000; 

(g) On February 8fl1, 2010, Sino closed the acquisition of substantially all of the 

outstanding common shares o:f;'Mandra FOl'estry Holdings Limited. Concurrent with 

this acquisition, Sino oompleted all exchange with hoIdel's of 99.7% of the USD$195 

million notes issued by Mandra Fore~try Financial Limited and 96.7% ofthe wan'ants 

issued by Mandra Forestry Holdings Limited, for new guaranteed senior notes issued 

by Sino in the aggregate prinoipal amount ofUSD$187,177,375 with amatudty date 

of July 28/ 2014. 

(g) On October 14,2010, Sino immed aflnal Offering Memorandum pursuant to whioh 

Sino sold thJ:ough private placement US$600,OOO,OOO in aggrega.te p:r:incipal amount 

of guaranteed senior notes due 2017. 

20. The offering doouments referenced in the pteceding paragraph inoluded and 

incorporated other doouments by reference that inoluded the Representation and other 

misrepresentations that fire particularized below. Had the truth in regard to Smo's 

management, business rutd affairs been timely disolosed, seourities regulators likely would not 

have receipted the Prospectuses and the offerings would not have occurred. 

(4) Sino's class period misreJ)J'(tselltatiolts 

21. During the class period, Sino misrepresented: 

(a) Its 2006 Results rutd AlF; 

• j , 
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(b) Its May 2007 M~agement Information Circular; 

(c) Its tax-related risks arising from its use of Als: 

(d) Its Yunnan Forestl'Y Assets; 

(e) Its Suriname Forestry Assets; 

(f) Its Jiangxi Forestry Assets; 

(g) Its related parties; 

(h) Its sales of standing timbe~; 

(i) Its purchases of I:orestry Assets; and 

G) Its mmgins and taxes. 

Sino's 2006 Results andAIF 

22. Prior to the opening of markets on Maroh 191h, 2007, Sino issued and filed on SEDAR 

its 2006 Annual Consolidated Financial Statements and 2006 Annual MD&A. Each document 

contained the Representation, whioh was false, 

23. In partioular, Sino materially overstated its results for 2006, and its assets as at year­

end 2008. Sino l'eported in each such document, on a GAAP basis, that its revenues and net 

income for the year ended December 31sl
, 2006 were, respectively, US$634.0 million and 

."" ____ ~~$111,6mil1ion, and further.reported, ~~ G~ basis, that its assets as at Decembel' 31 st, 

2006 were US$1.2 billion, 

24. Over the ten trading days following the issuance of Sino' s inflated 20061'esults, Sino's 

share price rose substantially on unusually heavy trading volume, At the olose of trading on 

Maroh 161h, 2007 (the trading day pdol'to March 19111
, 2007), Sino's shares u'aded at $10.10 

per share. At the olose of trading on March 291h, 2007, Sino's shares traded at $13.42 per shat'e, 

whioh constituted an increase ofappro:x:imately 33% f'tom the March 191h closing price. 
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SiUO'9 May 2007 M(magemeut ill/ormation Circular 

25. On March 30, 2007t Sino issued and filed on SEDAR its 2006 AlP, In that AlF, Sino 

stated: 

".PRC laws and regulations require foreign companies to obtain licenses to 
engage in any business aotivities in the PRC. As a result of these I:equll'ements, 
we om'tently engage in our trading activities 1:lu'ough PRC authodzed 
intermediaries that have the requisite business licenses. There is no assurance 
that the PRC government will not take aotion to restrict our ability to engage 
in trading activities through our authorized intermediaries. In order to reduce 
QUl' reliance on the authorized intermediaries, we intend to use it WFOE 
in the PRe to enter into contrActs directly with suppliers of raw timber, 
and then pl'ocess the raw tlmbert 01' engage others to prQcess raw timber 
on its bohalf, and sell logs, 'Wood chips and wood"based products to 
customers, although it would uot be able to engnge in pure trading 
activities. [Emphasis added.] 

26. In its 2007 AIF, whioh Sino filed on Mflrch 28~ 2008, Sino again declared its intention 

to reduce its relianoe upon Als, 

27. These statements wore false and materially misleading when made, as Sino had no 

1ntention of reducing materially its reliance on AIs, because Ala we~'e critioal to Sino's ability 

to inflate its revenue flnd net income. Rather, these statements had the effect ofmitlgating any 

investor 00110ern arising fro~~!.extensive relianoe upon Ala. 

28. ThrOUghOllt the Class Period~ Sino continued to depend heavily upon Ala for its 

purported sales of standing timber and Sino's relianoe on Als in fact increased during the 

Class Period. 

8tno'~ tfIX~related risks al'lsingft'om its use of Afs 

29. Throughout the Class Period, Sino materially understated the tax~related risks ariSing 

from its use of Als. 
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30. Tax ev~sion penalties in the PRC are severe and depending on the severity of the 

offense can be punishable with unlimited flnes. 

31, During the Class Period, Sino professed to be unable to determine whether its Als had 

pai d required taxeS and so the tax-related risks arising from Sino's use of All;! we~'e potentially 

devastating. Sino failed to disclose these rlsks in its Class Period disclosure documents, 

including and particulru:ly 111 its discussions ofits tax provisioning set forth in its Class Pedod 

finanoial statements and AIFs, 

32, Based upon Sino's reported results, Sino's tax aocruals in its 2007, 2008, 2009 and 

2010 Audited A.tmual Financial Statements were materially defioient and Sino's inadequate 

tax accruals violated OMP. 

33. Sino also violated GAAP in its 2009 Audited A.tmual Financial Statements by failing 

to apply to its 2009 financial results the PRC tax guidance that was issued in February 2010. 

Although that guidance was issued after year~end 2009, GMP required that Sino apply that 

guidance to its 2009 financial results, because that guidance was issued in the subsequent 

events period. 

34. Based upon Sino's reported profit margins on its dealings with Als, which margins are 

extraordinary both in relation to the profit margins of Sino's peers, and in relation to the 

limited risks that Sino purports to assume in its transactions with its Als1 Sino's Als were not 

satisfYing their tax obligations, a fact that was eitlwr known to the Defend!mts or ought to have 

been known. If Sino's extraordinary profit margins are real, then Sino and its Als must be 

dividing the gains from non~payment of taxes to the PRe. 
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35. During the Class Period, Sino also fEdled to disclose the risks relating to the 

repatriation of its earnings from the PRC. In 201 O~ Sino added two new sections to its AIF 

regarding the risk that it would not be able to repatriate earnings from its BVI subsldiro:ies 

(which deal with the AlB). The amount of retained earnings that may not be able to be 

repatriated is stated therein to be US$l.4 billion. Notwithstanding this disclosure, Sino did not 

disclose that it would be unable to repatriate any earnings absent proof of payment ofPRC 

taxes, whioh it has admitted that it laoks. 

36. In addition, there are matel'Ial discrepatlcies in Sino's descriptions of its accounting 

treatment ofits Ala, Beginning in the 2003 AlB', Sino desoribed its AIs as follows: 

Because of the provisions in the Operational Prooedures that specIfy when we 
and the authorized intermediary asSUlXlC3 the risks and obligations relating to the 
raw timber or wood chips, us the case may be, we treat these transaotions for 
aooounting purposes as providing that we take title to the raw tlmber when it 
is delivered to the authorized intennediary. Title then passes to the authorized 
intennediary once the timber is prooessed into wood chips. Accordingly, we 
treat lite authvrizea intermediaries for accQulttillg pU1'poses as being both 
0111' suppliers and customers ill tltese tNT:1fsactio/fs. [Emphasis added.] 

37. Sino's disclosures were consistent in that regard up to and inoluding Sino's first AlF 

issued in the Class Period, whioh states: 

" .. _______ . .Beoause.otthe.pxo:.vlsions.1n.the'OpecationaJ ... fuooedure6.that.speci~-w.hen-w.e.-~~ .. --.-.. 
and the AI assume the l'isks and obligations i'elating to the raw timber or wood 
chips, as the case may be, we a:eat these transactions for acoounting purposes 
as providing that we take title to the raw timber when it is delivered to the AI. 
Title then passes to the AI onoe the timber is processed into wood ohips. 
Accordingly, we treat tlte Al for accollntlng p1llposes as heiug hollt Qur 
supplier (/ltd customer lit these transactlolls. [Emphasis added.] 

38. In subsequent ArPs) Sino ceased without explanation to disclose whether it treated Ala 

for accounting pw:poses as being both the supplier and the customer. 
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39. Following the issuance of Muddy Waters' l'eport on the last day of the Class Periodl 

hOWeVel'l Sino declared publicly that Muddy Waters was "wrong" in its assertion that, fOl' 

acoounting pUl'poses, Sino treated its AIs fiB being both supplier and customer in ttansaotions. 

This claim by 811)0 implies either that Sino misrepresented its aooounting treatment of Ala in 

its 2006 AlF (and in its AlFs for prior years), or that Sino ohanged its aocounting tteatment 

of its Als after the issuance of its 2006 AlF, If the latter is true, then Sino was obliged by 

GMP to disolose its change in its accounting treatment of its Als. It failed to do so. 

Sino OVerstates Its Ymman Forestry Assets 

40. In a press release issued by Sino and filed on SEDAR on March 23, 2007, Sino 

announced that it had ente:t.'ed into an agreement to sell 26 million shares to several 

institutional investors for gross proceeds ofUS$200 million, and that the proceeds would be 

used for tlte acquisition of stall ding thuber, including pursuant to a new agreement to purchase 

standing timber in Yunnan Provinoe. It further stated in that press release that SinowPanel 

(Asia) mc, eSino~Paneln), a wholly~owned subsidiary of Sino, had entel'ed on that srun~ day 

into an agreement with Oengma Dai and Wa Tribes Autonomous Region Forestry Company 

Ltd" (~'GellgrnaForestry") established inLinoang City, YunnanProvinoe in thePRC, and that, 

under that Agt'eement, Sino-Panel would acquire approximately 200,000 hectares ofnonwstate 

owned commeroial standing timber in Lincang City and surrounding oities in Yunnan for 
.... '~'I ............................ ........,... ...................... ______ .-.._" ....... . 

US$700 million to US$l.4 billion over a lO-year period. 

41. These same terms of Sino's Agreement with Gengma Forestry were disclosed in Sino's 

Ql 2007 MD&A. Moreover, throughout the Class Period) Sino discussed its purported 

Yunnan acquisitions in the Impugned Documents. 

42. However, the reported acquisitions did not take plaoe. As the Globe Iatel' revealed, 

Sum "substantially overstated the size and value of its forestry holdings in China's Yunnan 

Province, according to figures provided by senior forest1:y officials and a key business partner 

there. l
' Sino simply does not ovvn the trees it claims to own in Yunnan. 
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Sino Overstates its Silriname Forestry Assets 

43. In mid·2010, Sino became a m~jo1'ity shareholder of Greenheart Group Ltd.~ a. 

Bermuda corporation having its headquarters in Hong Kong and a listing on the Hong Kong 

Stock Exchange (C~Ol'eenheart"). 

44. In August 2010, Oreenheart ills\.I-ed an aggregate pl'incipal amount ofUS$25,OOO)OOO 

convertible notes for gross proceeds of US$24,750,OOO. The sole SUbsol'1ber of these 

convertible notes was Greater Sino Holdings Limited. Chan beoame a member ofGreenhemi' s 

Board and the Board's Chairman. Other officers and directors of Sino beoame offioers and 

directol's of Greenheart, 

45, On August 24~ 2010 /lIld December 28, 2010, Greenheart gl'anted to Chan options to 

pmchase approximately 6,8 million. The options are exercisable for a five--year term. 

46, As at March 31} 2011 ~ General Enterprise Management Services International Limited, 

a company in whioh some of Sino's officers and direotors have an indirect interest, held 

7,000,000 shares of Gteenheart, being 0.9% of the total issued and outstanding shares of 

Greenheart. 

47. As a result of the aforesaid transaotions and interests, Sino, Chan, and other officers 

and directors of Sino~ stood to profit handsomely from any inflation in the market price of 

Oreenheart's shares. 

48, At all matel'1al tim.es, Oreenheartpurported to have forestry assets in New Zealand and 

Suriname. On March 1,2011, Oreenheart issued a press release in which it announced that: 

Gl'eonheal't ncquires certain rights to additional 128,000 hectal'e 
concession in Suriname 
***** 
312,000 hectnres now under Greenheal't m~\Dagement Hong Kong, Maroh 
1, 2011 - Oreenheart Group Limited (l'Oreenbeart" 01' lithe Company") 
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(HKSE: 00094), an investment holding company with fQl'estry assets in 
Suriname tlnd New Zeahmd (snbjl'lct to certain clos/.ng conditions) today 
announced that tlte Company It as acquired 60% of Vista Mar/lie Sel'v/ces 
N. V. (('Vista'?1 a pI'ivate COl1l])(lIty hased tn SUI'inamel Soltth America that 
cOIrlrols certain /ullws#ng rig/Its to (t 128,000 hectares hardwood 
C01tcesslon. Vista will be rebrfmded as part of tI,e Greell/teart Group. Tlds 
tl'amact!on will i1tcrease Green/teart's C01W6SS/f)1lS mlder ma"agement itt 
Suriname to appl'oxlmately 3121000 1tectares. The cost oftMs acquisition is 
not material to the Company as a whole but the Company is optimistic about 
the p).'ospeots of Vista and the positLve impact that it will bring. Tlte 
concession Is located til tlte Slpalawllli district of SUI' II tame I South Amel'ic(l, 
boraerlltg Lake B1'()koP01tdo alld 1t«$ alt estimated flmlual allowable Cllt of 
approximately 100,000 cubiC meters. Mr, Judson Martin, Chief' Executive 
Officer of Greenheart and Vlce~Chairrnrui. of Sino- Forest Corporation, the 
Company's controlling shfU'cholder said, "This acquisition is in line with Ollr 

growth strategy to e1l;:pand our fQotpl'int in Suriname, In addition to inol.'eased 
harvestable area, this aoquisition will bring synergies in sales, marketing, 
administration> financial reporting and control, logistics and overall 
management. I am pleased to welcome Mr, T.v Wilkil1S01t to Greell/leart (IS 

our minority pal'tner, Mr. Willfinson sltares our respect/or tlte peopfe of 
Sur/flame and tlte laud and will be appointed ClliejExeclltive Officer olihis 
Joillt venture altd be responsible jor operatlllg I" a $lIstai"able alJd 
,'espona/Me maimer. This acquisition further advanoes Greenhea:rt?s strategy 
of becoming a global agrl~forestt'Y company. We w111 continue to actively seek 
well-priced and sustainable ooncessions in Suriname and neighboring regions 
In the coming months." 

About Ty Wilkinson 
N.i:KWmo.nsOJi'has over tWenty yellrs ofexperJefice m me ngI'icult'ltfal Rlla-------· .. 
forestry business, He was awarded the pl'Ilstigion8 "Farmer and Rancher 
of the year" award in the USA, in recognition of his work on wat~r 
constw'fation, perr~eting the commel'cial use of drip irrigation and 
lIlaximizing crop yield througb the use I)f technical soil research and 
analysis. Mr. Wilkinson also has extensive knowledge in sustainable 
forestry management, forestry planning, infrastructure development, 
barvest scbedules, lumbcl' drying, lumber processing, extensive local 
lWQwledge as well 2S regional business netwOl'ks. He has been Jiving in 
Suriname since Z001. [Emphasis added.] 
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49, In its 2010 AlP, filed on SEDAR on Mat·c~ 31, 2011, Sino stated: 

We hold a majority interest in Gl'eenheart Group which, together with its 
subsidiaries, owns certnin rights and manages appl'oxlmately 912,000 hectares 
of/wrdwood/orest C01WBSslolls itz the J.l.ep ubllc a/Srll'iname, SoutltAmefica 
("Sudname'~ and 11,000 hectares of a radiata pine plantation on 13~OOO 
hectares of freehold land in New Zealand as at March 31, 20l L We believe 
that 0111' owners/tip 1ft G,'eeltlteart Grorlp will strength ell our global 
sOllrcillg network ilt supplying woodflbl'e/ol' Cltiua lrl a sustainable altd 
responsible manner. [Emphasis added}. 

50, luits Annual Report for 2010, which Sino f1led on SEDAR on May 10~ 2011, Sino's 

Vice-Chairman stated: 

r am honored to l'eport to you for the first time as V ice Chairman of Sino­
Forest and Chief Exeoutive Offioer of Greenhe€lrt Gl'OUp [ ... J Gi:ee.oh~art's 
strategy is to be Sino-Poi'ost's international growth vehicle for acquiring 
sustainable and profitable forestry assets located outside China to serve the 
growing wood deficit within China while at the same time maintaining the 
ability to manage and operate in other markets al.'ound the world. At the end of 
2010, Greenheart had tltree primary assets; a 60% interest in a 184,000 hectare 
hardwood concesslonlocated in western Suriname (Sino~Forest currently owns 
theremairung 40% minority 1nterest); a commitment to acquire 13~OOO hectares 
of freehold land including 11,000 hectares ofsoftwoodradiata pine plantations 
In New Zealand (which was completed subsequent to year r;,nd); and US$78 
million in cash.l1t tllejirst qUflrter()j2011, we acquired 60% ojV/sfaMarlne 
Services No v.., wltlcll ltolds certain harllest/IIK rtgitts to a 128,OOO .. /teciare 
concesslort ilt eastem Suriname. Tlzis acquis.itIon expam/s ()reenlteart'sland 

.... , ,. ,-,-~--u1tder-m(l1tage1ttI!1tt.ItI.sUf.I1U11"e..to.appf,Qximat(1~J.2,OOO.h(JGtar.e.-W.e.af.6--.,.,~ ... ," 
currently hullding two [arge~scale wood pl'l)cessing facilities, wMclt we 
expect to complete late this year, wlllcit will allow us to prucess lags Iltto 
[llmhel' and otlter ValUf.Hldded products such asjlo01'ing, decking altd special 
millwork,. Greelilteart'a strategy in SlIflltame is to conlimle to expa"d 0111' 

cOflcesslon/ootprint and be. tlte leader ill the sustainable timbel' ittdustry. rYe 
are committed to IQ"'~impact Itarvestiug amI silviculture methods as 
pre~CI'lbed bySllrl,tame's Centre/or Agrlcultul'al~e8earc't (t'CELOS'?, and 
we will be working towallds Forest Stewarda/tip Council (1IFSC'? 
certification lit all oUt' ()peratlqns. Tile responsible care 0/ pe()ple alld tlte 
61tvirOlZmellt Is our corporate policy but also our state of mi"d. [Emphasis 
added.] 
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51. The foregoing statements were false or materially misleading when made, for the 

reasons set out below. 

52. Shortly before Greenheart's purpol'ted acquisition of Vista Marine Services N.V. 

(HVista")! Vista was founded by Ty Wilkinson) tm American oitizen who formerly resided in . 
Sarasota, Florida, Although Greenheart saw fit to disclose in its March 1, 20 II press release 

that Mr. Willdnsou, Greenheart's lfew Suriname CEO, was once named HFat'mer and Rancher 

of the year/' Oreenheart failed to disclose that the Circuit Court of Sarasota. County, Florida, 

had issued a warrant for Mr. Wilkinson's arrest in Ootober 2009, and that Mr, Wilkinson 

abandoned residence in the United States at least in prot to avoid mest, and also to avoid 

paying various debts WHkinson owes to a former business associate rold others, 

53. There is no record of Greenheart in the Suriname Trade Register maintained by the 

Chamber of Commerce in Suriname~ nor is there any record of Greenheart with the Suriname 

Foundation for Forest Management and Production Control. 

54, In addition, under tilt;) Suriname Forest Management Act, it is prohibited for one 

coml)any or a group of companies in which one person or company has a ml\jodty intel'Bst to 

control more thal1 helrtares of land under concession. 

55. Finally, Vista's forestry concessions are looated in a region OfSul'iname popula.ted by 

the Sarrunaka, an indigenous people. Pursuant to the Amedcan Convention on Human Rights 

and a decision of the ruter-American Court of Human Rights, the Saramaka people must have 

effective control over theil' lal1d, inoluding the management of their res@rves, and must be 

effeotively consulted by the State ofSurinarne. Neither Sino nor Greenheru.t has disclosed that 

Vista's purported concessions in Suriname, if they exist at all, are impaired due to the 

unfulfilled rights of the indigenoufl peoples of Suriname. 
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Jialtgxi Forestry Assets 

56. On June 11, 2009, Sino issued a press l,'elease in which it stated: 

Sino-Fo1'est Corporation (rsx: TRE), a leuding oommercial forest phm.tation 
operator in China, announced today that its wholly-owned subsidiary, Sino­
Panel (China) Investments Limited ("Sino~PalleP)), has entered into a Master 
Agreement for the Purchase of Pine and Chinese Fir Plantation Forests (the 
"Jiangxi Master Agreementl» with Jiangxi Zhonggan Industrial Development 
CompallY Limited (" Jlal1gxi Zhonggann), which wlU aot as the authorized 
agent for the original plantation rights holders. Under the Jiangx:i Master 
Agreement, SinoMPanel will, tlu'ough PRC subsidiaries of Sino- Forest, acquire 
between 15 million and 18 million cubiQ metres (m3) of wood fibre looated in 
plantations ill Jiangxi Pxovince over a three-year period with a price not to 
exoeed RMB300 per m3, to the extent permitted under the l'elevant PRC laws 
and ).'egulations. The plantations ill wlticlt suolt amount of wood jibre to 
acqllil'8 Is between 1501000 altd 300,000 "ectares to achieve an estimated 
average wood flbreyield oiapproximately 100 m3 per hectare~ and include tree 
species suoh as pine. Chinese fir and others, JiangKi Zhonggan will ensure 
plantation forests sold to Slno~Panel and its PRC subsidiar10s axe non~state" 
owned, non-natul.'al, commercial plantation forest trees. In addition to securing 
the mrodmmn tree acquisition price, Sillo-Panel has pre-emptive rights to lease 
the underlying plantation land at a pl:lce, permitted under the relevant PRC 
laws and regulations, not to exoeed RMB450 per hecta:re per annum for 30 
years from the time of harvest. The land lease can also be extended to 50 yea:rs 
as permitted under PRC laws and regulations. The speoific tenns and 
conditions orpurohasing or leasing are to be determined upon the execution of 
definitive agreements between the PRC subsidia1'les of Sino-Panel and Jiangxi 
Zhonggan upon the authorisation of ol'iginal plantation rights holders, and 

··---~-SUl5Ject to llie requiSite governm0iffiin.pproval an<rin compllance Wi't1nlro----·~··-- .. ·· 
relevant PRC laws and regulations. 

Sino-Forest Chairman and CEO Allen Chan snid, "We are fortnnate to 
have been able to capture and suppo.'t investm.ent opportunities in 
China's developing forestry sector by locldng up a large amount offtbre 
at competitive pl·ices. The Jinngxi J.\1astel' AgreemGnt is Sino~Fol'e8t's fifth, 
long-term, fibre purchase agreement during the pnsttwo years. These five 
agreements cover a totul plantation aren of over one million hectares in 
five of Chinn's most densely forested provinces." [Emphasis addedJ. 
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57. According to Sino's 2010 Annual MD&A, as of December 31, 2010, Sino had 

aoquired 59,700 ha of plantation trees from Jiangxi Zhonggan Industrial Development 

Company Limited ("Zhonggan") for US$269.1 million under the terms of the master 

agreement. (In its interiml'eport for the second quarter of 2011, which was issued after the 

Class Period, Sino claims that, as at June 30,2011, this number had increased to 69,100 ha, 

for a purchase pdce ofDS$309.6million). 

58. However~ as was known to Sino, Chan, and Horsley, Sino's plantation aoquisltions 

through Zhonggan are far smaller than Sino has claimed. 

59. In August 2011, a supervisor of the Forestry Burel\u of Nanohang, the capitol of 

Jiangxi Province, affirmed tha.t he had never heard of Zhonggan. In that same month, the 

Jiangxi Forestry BUl'eau, which has jurisdiction ave.' the PJ;Ovince of Jiangxi, was able to 

confirm only that Zhonggan had rented the land use rights of3,333 ha from local farmers. 

60. Zhonggan's offices belie the pUlported scope and nature of Zhonggan's business. 

DUling a visit to Zhonggan's offices in August 2011, no personnel were present during 

business hours, there was no signage outside the office. and there was a cerv camera and a 

fingel]J1'int entry machine installed near the office entrance. 
_____ ,.~ ••• • W .. I 

61. Zhonggan was fOl.'med in January 2008, only 18 months before agreeing to sell to 

Sinots subsidiary up to 300,000 ha of plantation forest. Moreover, when it was established, 

Zhonggan was capitalized with a mere ¥5 million. 

62. ,Irrespective' of the true extent of Zhonggan's transaotions in Jiangxi forestry 

plantations, SIno failed to disclose, in violation ofGAAP, that Zhonggan was a related party 

of Sino. More particularly, aooording to AIC reoords, the legal representative ofZhonggan is 

Lam Hong Chiu. who is an exeoutive vioe pl'esident of Sino. Lam Hong Chiu is also a direotor 
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and a 50% shareholder of China Square IndustrIal Limited, a BVI, oorporation which, 

according to AlC reco~'ds, owns 80% ofthe equity ofZhonggan. 

MlsrepresentatiollS Regarding Relater! Parties other than Zltonggaft 

63, On January 12,2010, Sino issued a pressl'eiease in which it announoed:the acquisition 

by one of its whol1y~owned subsidiaries of Homix Limited ("Romix"), whioh it desoribed as 

a 48 company engaged in research and development and manufacturing of engineered ... wood 

produots in China~ for an aggregate amount ofUS$7.1 million. That press :r~lease stated: 

aOMIX has an R&D laboratot'Y and two engineered-wood production 
operations based in Guangzhou and Jhmgsu Provinoes, oovering eastern and 
southern China wood product markets. The company has developed a number 
of new teclmologles with patent rightsJ specifioally suitable for domestio 
plantation logs including poplar and euoalyptus speoies. HOMIX specializes 
in curIng, drying and dyeing methods for engineered wood and has the know­
how to produce reoomposed wood products and laminated veneer lumber. 
Reoomposed wood technology is considered to be envil.'orunent-fdendly and 
versatile as it uses fibre from forest plantations, reoycled wood and/or wood 
residue. This reduoes the traditional use of large-diameter trees from natural 
forests. There is gt'owlng demand for reoomposed wood technology as it 
reduces costfofl'aw material while increases the utilization and sustainable use 
ofplantmion fibre fot'the production ofwninu:e and Interlor/extel'ior buUding 
materials. 

[ ... J --
Mr, Allen Chan> Sino-Forestls Chairman & CEO, said, <lAs we continue to 
ramp up our replanting progranune with improved eucalyptus speoies, it is 
important for Slno-FOl'est to continue investing in the l'esearch and 
development that maxhnizes all aspects of the forest produot supply chain. 
Modernization and improved productivity of the wood processing industry in 
China is also necessary given the country's em'onic wood fibre deficit. 
Increased use ofteohnology hnpl'Oves operation effioienoy, and maximizes and 
broadens the use of domestic plantation wood~ whioh l'educes the need for 
logging domestio nat:o.cal forests and for importing logs from strained tropical 
forests. HOMIX haa significant technological oapabilities in engineel'ed~wood 
pl'Ocessing. " 
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Mr. Chan added) "By acquiring HOMIX~ we intend to use six .. yelU' euoalyptus 
flbl'el instead of30~yeru:tree fibre from other species to produce quality lumber 
using recomposed technology, We believe that this will help preserve natul'al 
forests as well as improve the demand for and pricing of Out planted eucalyptus 
trees." 

64, Sino's 2009 Annual Audited Financial Statements, Q1I2010 UnaudIted Interim 

Financial Statements~ 2010 Annual Audited Financial Statements, the MD&As related to each 

of the aforementioned financial statements, and Sino's AlFs for 2009 and 20 1 0, each discussed 

the acquisition of HorniK, but nowhere disclosed that Romix was in fact a party l'elated to 

Sino. 

65. More partioularly, Hua Chen, a Sellior Vioe President~ Administration & Finance, of 

Sino in the PRC~ and who joined Sino in 2002, is a30% shareholder of an operating subsidiary 

of Hom ix, Jlangs\'l Dflyallg Wood CO'I Ltd, 

66, Pursuant to GMP, Sino was requh:ed to provide~ among other. things, a description 

of the l'elationship between the transacting parties when dealing with related plU'ties. GAAP 

recognizes that detail on related party transactions !s crucial. 

... --.--6+'--'--~husr-SinQ!s-failur.e-tQ-disclQ8e-that-H.Qmix-was.a.telated-par.ty-wasfta.-vLolation-of- ---_ ... 

GAAP, and a misrepresentation. 

68. Finally, Homix has no patent designs registered with the PRe State Intellectufll 

Property Offioe, a fact also not disclosed by Sino at the time of the Homix acquisition or 

subsequently, 
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Mfs1'eprese1lfatiolls Regarding Sales 0/ Stand/ftg Timber 

69. Every fmancial statement and MD&A issued during the Class Period overstates Sill0' s 

sales of standing timber to a mntexlal degree, and overstates to a materia.l degree Sino's 

reported revenues and net income for the period in question. 

70, Throughout the Class Period, Sino purported to sell "standing timbel'," As 

partic~Jlarized above, such sales did not oocur, or did not occur in a mru.mer such that l'eventle 

could be reoorded pursuant to OAAP. 

M~repfe$entatlons Regarding PUfc/t(tses 0/ ]i'Qrestl'Jl AS$~i$ 

71. As partioularized above, Sino overstated its acquisition of forestry assets in Yunnan 

and Jiangxi Pl'ovinces in the PRe and in Sul'iname. Accordingly, Sino's total 'assets are 

overstated to a material degree in the Impugned Doouments in violation of GMP, and eaoh 

such statement of Sino's total assets oonstitutes a misrepresentation. 

72. In addition) dtlrlng the Class Perlod~ Sino caused statements to be made that are 

misrepresentations in regard to Sino's Yunnan Px'ovinoe "assets/' namely: 

(a) In a report dated March 15,2008) filed on SBDAR on March 31, 2008, Sino: 

caused to be stated that it had determined the valuation of the Sino forest assets to 

be US$3.2 bUHon as at 31 Decembel' 2007; 

(b) oaused tables and figures regarding Yunnan to be published; 

(0) caused to be stattld that "Stands in YUI:l!lIUl range from 20 htl to 1000 hat that HIn 

2007 Sino"Forest purohased an area of mixed broadleaffol'est in Yunnan Provinoe,') 

that "Bl'oadleaf forests already acquit'ed in Yunnan are all mature," and that "Sino" 

Forest is embarking on a series of forest acquisitions/expansion efforts ill Hunan, 

Yunnan and Guangxi;" and 

(d) provided a detailed outline of Sino's Yunnan "holdings" at Appendixes 3 lind 5; 
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(b) In a report dated Aprlll, 2009 and filed on SEDAR on Apl'il2, 2009, SillO oaused to be 

stated that: 

"[tJhe area of forest owned in Yunnan has quadrupl~d from arolmd 10 000 ha 
to almost 40 000 ha over th" past yeart 

pl'ovided figures and tables regarding Yunnan~ and stated that: 

"Sino~Forest has inoreased its holding of broadleaf crops in Yunnan during 
2008, with this province containing nea.rly 99% ofits broad1eafresoul'ce~" 

(c) In a "Final Report" dated April 23, 2010, and filed on SEDAR on April 30, 2010, Sino 

caused to be stated that: 

"Guangxi, Hunan and Yunnan are the three largest provinces in terms ofSino~ 
Forest's holdings. The largest change in area by province, both in absolute and 
relative terms [sic] has been Yunnan, where the at'ea of forest owned has 
almost tripled, from a.round 39 000 ha to almost 106000 ha over the past year,a 

provided figures and tables regarding Ytmnan, and stated that: 

I'Yunnan contain8 106 000 ha, including 85 000 ha or 99% of the total 
broadleaf forest1

t
) stated that "the three provinces of Guangxi, Hunan and 

Yunnan together oontain 391 000 ha or about 80% of the total forest area of 
491000 haH and that "[a]lmost 5197% ofth{-) broadleaffoxest is in Yunnant 

and provided a detailed discussion of Bino? s YtUUlall Hholdings'l at Appendixes 3 and 4; 

(d) In a "Summary Valuation Report" regarding 'Valuation of Purchased Forest Crops as at 

31 December 2010') and dated May 271 2011> Sino caused to be published tables and figures 

... _.---r0gardtHg-)(:IDlHanrand-statild-fuatl--".-~ .. ~~-------..... ~_., "~­

"[t]hemajol' changes in w:ea by speoies from December 2009 to 2010 has been 
in Yunnan pine1 with aoquisitions in Yunnan and Sichuan provinces" 

and that: 

"[a]llruysls of [Sino's] inventory data for broadleaf forest in YUllnan, and 
comparisons with an inventory that Ptly.t'Y undertook there in 2008 suppol'ted 
the upwards revision ofpdces applied to the Yunnan bl'oadleaflarge size log,'; 

and stated that: 

and 

"[t]he yield table for Yunnan pine in Yunnan and Sichuan provinces waS 
de1'ived from data colleoted in this speoies in these provinces by Poyry during 
other work;/' 
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(e) In a Pl'OOS release titled "Summary of Sino-forest's China Forest Asset 2010 Valuation 

Reports" and which was Hjointly prepared by Sino·Forest and Poyry to highlight key findings 

and outcomes from the 201 0 valuation reports,') Sino caused to be repOlted that the estimated 

market value of Sino's forest assets on the 754j 816 ha to be approximately US$3.1 billion as 

at Deoember 31, 2010. 

73. Statements caused to be made by 8ill0 regarding the value of Sino's forestry "assets" 

that were misrepresentations were incorpot'ated into the 2001 Annual MD&A, the Amended 

2007 Annual MD&A, each of the 2008 Ql, Q2, Q3, Annual and amended Annual MD&As j 

each of the 2009 Ql, Q2, Q3 and Annual MD&As, and eaoh of the 2010 Ql, Q2 and Q3 

MD&As. 

Misrepl'eselltatio1tN Regarding Sino's Margins mId Taxes 

74. Sino never disclosed the true source oHts elevated profit margins and the true nature 

of the tax~telated dsks to whioh it was exposed, as particularized above. This omission 

rendered each of the followIng statements a misrepresentation: 

(a) In the 2006 Annl.lal Finanoial Statements, note 11 [bJ I~Provision for tax related HabHities" 

and associated text; 

(b) In the 2006 Aru:/,Ual MD&A, the subsection "PI'ovision for Tax Related Liabilities" In the 
,.... ."....~ .... .............--..... ,.......----.... .....,..,......----... --~.---.--. ' 

section "Critical Accounting Estimates," and assooiated text; 

(0) In the AlF dated March 30, 2007~ the section ~'Estimatlon of the Companis provision for 

income and related taxes/' and associated textj 

Cd) In the Ql and Q2 2007 Financial Statements, note S 'IProvision for Tax Related 

Liabilities," and associated text; 

(e) In the Q3 2097 Financial Statements, note 6 IIProvision for Tax Related LiabiHties/' and 

associated text; 

(f) In the 2007 Annual Finanoial Statements, note 13 [b] '~Provision for tax related liabiHties/1 

and associated text; 
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(g) In the 2007 Annual MD'&A and Amended 2007 Annual MD&A, the subsection npl'ovision 

for Tax Related Liabilities" in the section "Critical AooQunting Estimates," and associated 

textj 

(h) In the AlF dated Maroh 28,2008, the section "Estimation of the Corporationts provision 

for income and related taxes," and associated text1 

(i) In the Q1, Q2 and Q3 2008 Financial Statements, note 12 "ProvIsion for Tax Related 

Liabilities," and associated text; 

G) In the Q 1, Q2 and Q3 2008 MD&As, the subsection npl'ovision for Tax Related Liabilities" 

in the section "Critical Aocoun~ing Estimates," and associated text; 

(k) In the 2008 Annual Financial Statements, note 13 [d] "Provision for tax l'elated Habilities," 

and associated text; 

(1) In the 2008 Annual MD&A and Amended 2008 Annual MD&A, the subseotion "Provision 

for Tax Related Liabilities" in the section "Critical Accounting Estimates," and associated 

text; 

(m) In the AlP dated March 31, 2009, the section "We may be liable for income and related 

taxes to our business and operations, particularly our BVr Subsidiaries, in amounts greatel' 

than the amounts we have estimated and fo!' which we have provisioned," and associated text; 

(n) In the Ql, Q2 and Q3 2009 Financial Statements, hote 13 HPl'ovision fot' Tax Related 

LiabUities/' and associated tex.t; _"T~M _~_ ... 

(0) In the Q 1, Q2 and Q3 2009 MD&As, the subsection "Provision for Tax Related Liabilities" 

in the section "Critical Accounting EsUmates," and associated text; 

(P) In the 2009 Annual Finanoia1 Statements, note 1 S [d] "Provision for tax related liabiliti.es, " 

and associated text; 

(q) In the 2009 Annual MD&A) the subsection "Provision for Tax Related Liabilities" ill tho 

section "Critical Aooounting Estimates," and associated text; 

(1') In the AIF dated Matoh 31,2010, the section "We may be liable for inoome and related 

taxes to our business and opel'ations~ particularly our BVr Subsidiaries~ in amounts greater 

than the amounts we have estimated and for which we hnve provisioned," and assooiated text; 
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(s) In the Ql and Q2 2010 Financial Statements, note 14 "Provision for Ta'X. Related 

Liabilities/) and associated text; 

(t) In the Q1 and Q2 2010 MD&As, the subsection "Provision for Tax Related Liabilities" in 

the section "Critical Accounting Estimates, II and associated text; 

(u) In the Q3 2010 Finanoial Statements, note 14 'IProvision and Contingenoies for T~ 

Related Liabilities/, and associated text; and 

(v) In the Q3 2010 MD&As, the subsection IIProvision and Contingencies for Tax Related 

Liabilities" in the section IICdtical Accounting Estimates/1 and associated text; 

(w) In the 2010 Annual Financial Statements, note 18 "Provision and Contingenoies fot Tax 

Related LiabHities,') and associated text; 

(x) In the 2010 Annual MD&A, the subsection "Provision and Contingencies fol' Tax Related 

Liabilities" in the section "Critical Accounting Estimates," and associated text; and 

(y) In the AlF dated Maroh 31 ~ 20 11 ~ the section "We may be liable for income and related 

taxes to our business and operations, particulru:ly om BVI Subsidiaries, in amounts greater 

than the amounts we have estimated and for which we havd provisioned:' and associated text. 

75. In every Impugned Document that is a finanoial statement, the line item "Accounts 

payable and accrued liabilities" and associated figures on the Consolidated Balance Sheets 

fails to properly account for 8ino's tax aool'Uals and is a misrepresentation. 
-~-... ~.""".............. ... ~~""-~ ....... ,-...... ,....---.. ---, ..... -......---..................... ,.-....... , . 

CEO AND CFO FALSE CERTIFICATIONS 

76. Pursuant to NatIonal lnstl1unent 52~109, the defendants Chan, as CEO, and Horsley, 

as CFO, were required at the material times to oertify Sino~B annual and quarterly MD&As and 

Finanoial Statements as well as the AlFs (and all documents incol'porated into the AlFs). Suoh 

oertifications included statements that the :filings lido not contain any untrue statement of a 

material fact or omit to state a mate1'ial fact required to be stated 01' that is necessary to make 

a statement not misleading in light of the ciroumstanoes under which it was made" and that the 

repOlts (lfairly pres~nt in all material respects the flnanoial oondition> results of opex'ations and 

cash flows of the issuer." 
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77. As particula1'ized elsewhere herein, however, the Impugned Doc\uuents oontained the 

Representation, which was false~ as well as the other misrepresentations aUeged above. 

Accordingly, the oertifications given by Chan and Horsley were false and were themselves 

misrepresentations. Ch&n &nd Horsley made such false certificattol1s knowingly or~ at a 

minimtun, recklessly. 

THE TRUTH IS REVEALED 
78. On June 2, 2011, Muddy Waters issued its initial report on Sino, and stated in PEUt 

therein: 

Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds. It has 
always been a fraud - reporting excellent results from one of its early joint 
ventures -- even though, because of TRE's default on its investment 
obligations, the JV never went into operation. 'mE Just lied. 

The foundation ofTRE's fraud is a oonvoluted structure whereby it claims to 
run roost of its revenues through I~authorized intermediat'ies~~ ("AI"). Als are 
supposed ly timbertradel' oustomers who purportedly pay much ofTlm's value 
added and inoome taxes. At the same time~ these AlB allow TRE a gross 
margin of 55% on standing tlmbel' merely for TRE having speculated on trees. 

The sole purpose oftbis struoture is to fabricate sales transactions while having 
an excuse for not having the VAT invoices that are the mainstay of China audit 
work. IfTRE real1y were prooessing ovel' one billion dollars in sales through 

--Al13r-'J:RJl..anQ~the-AI-s~w01.dti~h$-il:l.-aerlGus-lGga1~tI1~>uble,..No-legttimat$-publiQ-.---... -.~~-- .. ", 
company would take such risks - pmticulady because this structUl'e has zero 
upside. 

[ ... ] 
On the other side of the books) TRE massively exaggerates its assets. TRE 
signi:ficantly falsifies its investments in plantation fiber (trees). It purports to 
have purohased $2.891 billion in st&nding 1imber under master agreements 
since 20015 

[ ... ] 
Valuation Beoause TRE has $2.1 billion in debt outstanding, which we believe 
exceeds the potential reoovery) we vuIue its equity at less than $1 ,00 per share. 
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79. Muddy Waters also disclosed in its initial report that Sino had failed to disolose vm:ious 

related party transactions, inoluding its deruings with Jiangxi Zhonggan Industdal 

Development Company Ltd. 

80. After Muddy Waters' initial report beoame public, Sino shares fell to $14.46, at which 

point tJ.·ading was halted (a decline of20.6% from the pre-disclosure close of$18.21). When 

trading was allowed to resume the next day, Sino's shares fell to a close of $5.23 (a decline 

of71.3% from June 1). 

81. On June 3, 2011, Sino announced the formation of an "Independent Committee/! 

oomprised of William E. Ardell (Chair), James P. Bowland and James M.E. Hyde, to 

investigate Muddy Waters' allegations and report to Sino'S Board in that l.'egaro. 

82. On June 14, Sino issued is Q1 2011 Financial Statements. Those :finat~cifll statements 

contained the following notioe: 

Notice of no nuditol' review of the condeused interim consolidated 
financial stutements. ' 
The accompanying unaudited condensed interim consolidated financial 
statements (the "Interhn F1nancial Statements1

') have not been reviewed by the 
Company's extemal auclltol's. On June 2,2011, Muddy Waters, LLC issued a 

,-~--" ··'---'l'epert·~thei!R:ep0J.1t1!)·e0l'ltainiag-vru.'i0us-allegati0~lHegal'ding4he-G@mpany-,----- - -~ 
its assets, operations and flnuncial results. As a result of such report, on June 
2, 2011, the BOEll'd of Direotors of the Company appointed a oommittee of 
independent directors (the HIndependent Committee") to thol'o'Ughly examine 
and review the allegations oontained in the Report, and report back to the 
Board ofDirec.totS. The Independent Coxnmittee has retained independent legal 
counsel in Canada~ Hong Kong and China as well ns independent acoounting 
finn Prioewaterhouse Coopers LLP to assist with the eXaluination. The 
Company's external auditors were initially engaged to oonduot a review of the 
accompanying Interim Fl~cial Statements in aocordance with Canadian 
standaxds for the auditol.' review of interim financial statements. The 
Companyts audito~'s have advised that they are unable to complete a review of 
these financial statements until the completion of the examination and review 
by the Independent Committee and the tmditors' oonsideration of the results 
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thereof. The Board of Direotors and management believe that, based on 
infonnation ctu',\'ently avail~ble to them, the Il1.terlm Flnanci~l Statements were 
oompiled in aocordanoe with InternatIonal Financial Reporting Standards 
("lFRS'I) and fairly depict the financial oondition and results of opel'ations of 
the Company. However, in the event that the allegations set forth in the Report 
prove to be accul,'ate~ in whole 0)' in part, the information set forth in the 
Interlm Finanoial Statemexl,ts may differ materially and the Interim Finanoial 
Statements could be subject to restatement. As a result> readers should exet'cise 
caution in ~'eviewing suoh finanoial statements. See Note 2.1 of the Interim 
Finmtoial Statements. 

83. That same day, Sino held its Ql 2011 Earnings Call. On that caU> Ardell stated that 

"pru'tioular reference was made to Il number of the directors that this is an opportunity for them 

to be in and buying signifioant amounts of shares to demonstrate strong beliefin the company. 

And J can assure you that i/we /tad tlte clt(}fce, we cel'tailt/y would at tltis stage" (emphasis 

added). Ardell thereby confirmed that he had prejudged the outoome of hls conunittee's 

investigation, and that Ws committee was not independent. 

84. On Saturday June 18 and Sunday June 19, 2011, the Globe published all in~depth 
" 

investigative report on Sino. 

85. The June 18 article; titled ~'Key partller casts doubt on Sino-Forest claim/' read, in 
. ----. material part: --_., .. --.--~---.--, .. --.,,--.~-------- .-. 

Embattled Sino*Forest Corp., onoe Canada's biggest publioly~traded timber 
oompany, appears to have substMtial1y overstated the size and value of its 
forestry holdings in China's Yunnan province, according to figures provided 
by senior forestJ.'Y officials and a key business partner there. 

During two weeks of on-the-ground reporting that inoluded interviews with 
Chinese government offioia.ls) forestry experts, local business operators and 
brokers, The Globe and Ma.il unoovered a numbel' of glru'ing inoonsistencies 
that raise doubts about the company's public statements regarding the value of 
the assets that He at the centre of the compants core business of buying and 
selling Chinese timber rights. 

[ ... ] 
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The 'Olobe's investigation raises particulru:ly hurd questions about a key 
agreement in March, 2007, that Sino-Forest says gave it the right to buy timber 
rights for up to 200,000 hectares offorest in Yunnan over a 10 .. yeru' period for 
between $700-million (U.S.) and $l.4-billion. The trees were to be bought 
th:t'ough a series of agreements with an entity oalled Gengma Dai and Wa 
Tribes Autonomous Region FOl'estlY Co. Ltd,> also known as Gengma Forestry. 

The company says it has fulfilled virtually all of the agreement with Gengma 
and now owns more than 200,000 hectal'eJs in Yunnan. 

But officials with Gengma Forestry, inoluding the chainnan, dispute the 
company's aocount of the deal, telling The Globe and Mail that the actual 
numbel's are much smaller, 

Xie Hongting, the chairman of Gengroa Forestry, said In an interview that the 
transaotions o!ll'ried out so far by Sino-Forest runoullted to les8 than 14,000 
hectares. 

Asked how many deals Gengmahad oonduoted with Sino-Forest, Mr. Xie said: 
"rYe told you that we sold them almost 200,000 mu." (Mu is a Chinese unit 
of land measurement; 15 rou equals one hectare.) Mr. Xie'g account 
corroborates the assertions ofseniorforestly offioials in the province. Speaking 
on oondition ofanonyrnity, these officials challenged the oompany' s statements 
that it controls more th1'U1200,OOO heotares of Yunnan trees, and said they are 
now investigating. 

[ ... J 

While Gengma Forestry '6M6Iiils quesffo1iSfno-Forestl'Y's accouriJofUi620U7-'~~-"'-" -'-'" 
deal, local land brokers sald it would be difficult to find 200,000 hecuu'es of 
quality land leases to complete that agreement. 

[ ... J 

Senior forestry officials in the province challenged the company's assertion 
that it controls about 200,000 hectares of forest in the region. Speaking on 
condition they not be identified, they sald their records showed Sino-forest 
manages far less than that and said the Yunnan Forestly BUI:eau would begin 
an investigation aimed at determining the oompany's true holdings. In addition 
to the questions about Sino"Forest's disclosures on the size of its holdings, 
forestry Officials, as well as local timber brokers who spoke to The Globe 
raised questions regal'ding the value Sillo"Fo~estattdbuteB to its Yunnan assets. 
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"It's vexy haed for anyone to say what the value of their property is," said one 
forestry offioial, adding that forested land in Yunnan needed to be evaluated 
by a special body jointly appointed by the Forestx)' But'eau and the Ministry of 
Finanoe. Sino~Forest has not requested such an offioial valuation ofits land, 
he said, "(The valuation) must have two chops ( official seals) and two forestry 
t'eSQUl'ce evaluation experts and two lioensed evaluators .... Even I can't just 
go there and give it a value." 

[ ... ] 

86. The June 19 article, titl~d "On the tmU of the truth behind Sino"Forest,n stated in part: 

The deep~ning mystery surrounding Canadiall timber company Sino-Forest 
Corp. leads to the l'egional capital of Kunming in China's Yunnan province 
and down Huashan West Road - to an addl-ess that doesn't exist. 

Tha.t address, NQ, 125 N 129 Huashan West Rd., is listed as the office of a 
forestry company that sold 1,600 hectares of timber ill. Yunnan province to a 
Sino-Forest subsidiary in March. But the oddwnumbered side ofHuashan West 
Road ends at 81. 

Finding the buyer, the SinowForest subsidiaey, proves a1most as elusive. The 
office is in a white tht'ee~storey building with a green SinowPanel sign on Bm 
Tni Road on the northern edge of Lincang, the administrative oentre of the 
region's forestry industry. But it's empty. 

The cmious transaotions totaling $6~.ooll1ion and inked 011 March 7 between a 
__ S:.:;.;:i=n9~Forest subsidimy with ml: emp!y office and a, seller with no addJ;ess,_ ... _~. __ ,_, .. 

highlight the bigger questions surrounding SinowForest's dealings in southern 
China. Trying to penetrate Sino-Porest's oomplicated business in Yunnan can 
be like trying to spot the sun Uu'ough the thiok fOl'eats of oak, birch, pine and 
other timber that carpet the mountains in this sprawling region along China's 
border with Myanmae. 

[ ... ] 
Senior forestry bureaucrats also told The Globe and Mail that thete's no 
official valuation of Sino-Fo).'<'ll3t's properties, since the company has never 
applied to have an evaluation conducted by the local government. The Yunnan 
Forestry Bureau has sinoe launohed an investigation into the companyts claims. 

[".] 
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Two weeks of travelling by cal' and plane to visit Sino-Forest offioest 

pl'opel'ties and partners in Yunnan, Hunan and Beijing - and interviews with 
forestry offioials, Industry experts and local residents - led to as many new 
questions as answers. 

In the selies of deals inked on March 7, the buyer was named as SinowPanel 
(Yunnan) Forestry Co., the local affiliate of Sino~Fol'est) and the seller was 
listed as Ywman Shunxuan Forestry Co. Ltd. ofHuashan West Road. 

No one on Huashan West Road reoalls a forestry company ever having an 
office in the area. "Ifthete was a company like this on Hl1/;lshan West Road, I 
would klloW about it,!) said a member of the neighbourhood oommittee (a 
hyperlooal and usually omniscient arm of the ruling Communist Patty) that is 
responsible for the street. 

At the same timel neighbours saylhe office of Sino. Panel on·Bat Tai Road sat 
empty until Thursday, June 2 - hours before Muddy Waters released the report 
that rooked investol' confidence in Sino~Forest and sent its share prioe 
sph'alling downwards. Then it moving vari ar1'ived at the long .. vacant building 
and began unloading desks, chairs, power bars and Intemet cables. A week 
later, however, there was still no evidence of anyone working the~'e, other than 
a squashed cigarette butt and a cElulldng gun that lay on the dirty tile floor amid 
the bare workstations. 

HWe wouldntt have notioed, but (on June 2) my oar was blocking the moving 
van (and had to be moved). Before that, the building was empty/, said Wu Jie, 
manager of the regional office of Fanhutl. Forestry Investments Development 
Co., which sits beside a massage parlour and an English training centre aoross 

-"-"."""-"---ute street from the deserted Sino~:PaneTmiTIarng.---"--'"·-·~--·---·-· ._ .. ,-_.,-". 

[ ... 1 

87. In the latter article, the Globe also discussed Sino's failure to disclose oertain related 

pru:ty transactions. 

88. On June 20~ 2011, Muddy Waters released a follow~up report, liThe Ties that Blindl 

Part 1: Huaihua Yuda;' whioh provIded further detail on Sino) s undisolosed transactions with 

related parties Huaihua Yuda and Sonic Jita. 
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89. When the market closed on June 20, 2011, Sino's shares traded at $2.73 (a decline of 

85% from June 1,2011). 

90. After the close of marl\:ets on June 20, 2011, it was revealed that certain entities 

affiliated with Paulson & Co., whioh had been Sino's largest shareholder, bad sold all of its 

holdings and thereby realized a loss, on a mark~towmarket basis, in excess of $560~mmion. 

Only five days earlier, Horsley had sought to reassure investors, saying lIl've spoken to 

[Paulson & Co.] and they are very SUPPol'tive.') 

91. The next day, Sino shares closed at $1,99 a decline of$16.22 or 89% from their closing 

pric~ on June 1, 2011. 

92. On July 14, 2011, Fitch Ratings withdrew its ratings of Sino t 8 debt securities, stating: 

Fitch Ratings has withdrawn Slno·Forest Corporation's (ShlowForest) Foxeign 
Currency Issuer Default Rating and senior unsecured debt l'uting of ~BBN I, The 
ratings were on Negative Watoh at the point of withdrawal. Fitch haa 
withdrawn the ratings as it is unable to obtain sufficient information to 
maintain them, 

[ ... ] 
.'"·"--, .... -· .. ----S:i1ilGe--plaGing...Sin0·I1Qll@st-Qn-N~gati:vI)-Wa;tQh~Qn~20...J:une-20_l·1TJiLitch .. had-"-.--.. -.- ., . 

requested from the company a mOre frequent and regular update ofits offshore 
oash balances, as well as updates on management's progress/intentions with 
regard to the :future onshQre/offsho1'6 struoture of the business. Fitch viewed 
this lnfbnnation as critical to monitoring the position of Sino-Forest offshore 
creditors, partioularly given that under the current business structure offshore 
obligors are unable to directly aocess the compmlY's onshore cash flows. 
Management lias 11ifo1'llled Fite" tleat tlte compallY is ltltlvillirtg to provide 
any fill'tlter iI!/,ormatlolt until the Committee oflndependent Board Members 
- whioh was formed to inv~8tigate the allegations made by Muddy Waters LLC 
-publishes its findlngs. The oompany has not pl'ovided a date for the 
publication. Flte', does not consider t!lese actions commensurate with being 
able t() matnialll ihe rating/or lI,vesto'fs. 
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Fitch will no longer provide ratings 01' analytical coverage of this issuer. 
[Emphasis added.] 

93. At the close of trading on August 25~ 2011, Sino's shares traded at $4.81 per share. 

Shortly' prim' to the co:tnmencement of trading on August 26,2011, the asc issued a. ceasew 

trade order In relation to Sino's secw:ities, and also took the unprecedented step of ordering, 

without a hearing, that Chan and various other Sino office~'s resign. 

94. In its order, the OSC stated that in part: 

[ ... ] 
3. Albert Ip (ClIp)') is the Senior Vice President Development and Operations 
North- Bast and South·West China of Sino-Forest; 

4, Alfred C.T. Hung ("Hung") is Vioe~Pl'esid0nt Corporate PlaMing and 
Banking of Sino~Forest; 

5. George Ho ("Ho") is Vioe~President Finanoe ofSinoffForestj 

6. Simon Yeung ("Yeung") is Vice President ~ Operation within the Operation 
/ Project Management group of Sino~Pallel (Asia) Ino., a subsidiary of Sinow 
Forest (~'Yeungjj); 

7. Since 2003 > Sino-Forest bas raised approximately $2.986 billion from publio 
.~ •.• - ····-,·------investO.l0J~t__ali<;]/0r~ae1:>t_seGu1!ities-issl.:lGs-inGluding-f01i1r-puMirHi>:€t'e1ilnglJ.-... · .. ~.-,~.,~~. 

between 2004 and 2009 whlch apPJ.'oximately l'aised $1.05 biLlion; 

8. Sino-Forcst hitS over 150 subsidiru:lesl the majority ofwhioh are 1:egistered 
in the British Virgin Islands and Peoples Republic of China ("PRe"); 

9. Sino-Forest's operations are predominately in the PRe and its management 
has offices in Hong Kong primarlly and also in the PRe and Ontarioi 

10. Staff of the Commission is oonducting an investigation into 1he activities 
and business of Sino-Forest and its subsidiaries and their management; 

11. The Independent COl11xnittee of Sino-Forest has also been conducting an 
investigation into the aotivities and business of Sino-Forest and its subsidiaries 
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and their management. As a result, Sino-Pol'est has recently suspended Ho, 
HunSI and Yeung temporarily and curtailed Ip's duties and responsibilities. 

12. SinowForest, through its subsidiaries, appears to have engaged in significant 
nonarm's length transacUons which may have been contrary to Ontario 
secm'Hies laws and the public interest; 

13, Sino~Forest and Cel'tai~l of Its officers and directors appear to have 
misrepresented some of its revenue and/or exaggerated some of lts timber 
holdings by provIding information to the public in documents required to be 
filed or furni.shed under Ontario securities laws which ml!l.Y have been fa136 O~' 
misleading in a material respect contrary to section 122 or 126,2 of the Act and 
contrary to the public lnterest~ 

14. Sino-Forest and oertain of its officers and directors includIng Chan appear 
to be engaging or participating in aots, practices or a course of conduot related 
to its secUl'ities which it and/or they know or reasonably ought to know 
perpetuate a fl'alld on any person or company contrary to section 126.1 of the 
Act and oontrary to the public interest ... 

95. Several hOUl~S latel', the OSC resoinded its order that Chan and the other Sino offioers 

referenced in the preceding paragraph resign, but maintained its cease~trade order. 

96. On August 28, 2011, Sino announced that Chan had xesigned "voluntarily' from the 

positlolls of Sino's CEO and Boru:d Cha.ilman and as a member of the Sino Board. 

(6) tTte Plaintiff's callses Of actiolt 

Neglige1lt Misrep,'e&elttatioll 

97. As against all Defendants, and on behalf of all Class Members) the Plaintiff pleads 

negHgent misrepresentation. III support of that cause of action, the sole misrepresentation that 

the Plaintiff pleads is the Representation, The Plaintiff does not plead any other 

misrepresentution in support of their negligent misrepresentation claim. 
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98. The Representation is oontained in the phrase "[ e]xcept where otherwise indicated~ all 

financial information reflected herein is determined on the basis of Canadian generally 

aocepted accounting principles ("OMP")." This phrase appears in the every annual and 

quarterly MD&A that is an hnpuglled Document. Sino and the Individual Defendants mad<;l 

this statement or caused it to be made. 

99. The Representation is also contained in the phrase "[t]he consolidated finanoial 

statements ofSino"ForestCol'pomtion (the "Company") have been prepared [ ... ] in acoordanoe 

with Canadian generally accepted accounting principles." This phrase appeal's in every 

Audited Annual Finanoial Statement that is an Impugned Document. BVt;lry Interim Financial 

Statement that is an Impugned Documentincorporated by reference that section of the relevant 

Audited Annual Financial Statement which contained that phrase, Sino and the Individual 

Defendants made this statement, approved it or caused it to be made, 

100. The Representation is also contained in the phrase II[tJhe consolidated financial 

statements contained in this Annual Report have been prepared by management in accordance 

with Canadian generally accepted aooounting principles.!~ This phrase appears in every 

Al,.ldited Annual Financial Statementthatis an Im.pugned DoctlXnent. That statement was ma.de 

by Sino, Chan and :g~rsleY,~,~e 1I~.~~gement'sJ3:ep0:t." " .. _"" .. ,"_,,~._,.~_ ". ____ "_ .... ".,_~ .• _._ ." ..... 

101. The Representation is contained In the phrase "[w]e prepare our financial statements 

in acoordanoe with Canadian OMP" round in the AlFs flIed on Maroh 31, 2009 and 2010. 

The Representation is also contained in the phrase "[p]l'ior to January 1) 2011, We have 

prepared our financial statements in accordance with Canadian OA.A:£'~ found in the AlP filed 

on Maroh 31,2011. The Impugned Doouments that al'e Management Infblmation Ciroulars 

incorporated the most recent AIF, Annual MD&A and Annual Financial Statements by 

reference and thus the Representation. Sino and the Individual Defendants made these 

statementS t approved it, and cal,.lsed them to be made. 

, ; 
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102, The Representation is further contained in the phrase "[t]he Corporation prepares its 

financial statements in Mcol'dance with Canadian GAAP" found in the Prospectuses, Sino and 

the Individual Defendants made this statement, approved it, anq caused it to be made. The 

Representation is contained in the phrase "[i]n our opinion, these consolidated financial 

statements present fairly, in all material respeots, the finanoial position of the Company as at 

Deoember 31, [years vary between doouments] and the results of its operations and its cash 

flows for the yeur[s] then ended in accordanoe with Canadian generally accepted accounting 

prlnciples," made by E&Y in every Audlted Annual Financial Statement that is an lrnpugned 

Dooument. 

103. The Representation was untrue: the Impugned Documents violated GAAP by, among 

other things, overstating to a material degree Sino's revenues, net income and assets, failing 

to disclose changes in aooounting policies, understating Sino's tax accruals, and failing to 

disclose related party transactions. 

104. The Impugned Documents were prepared for the purpose of attracting investment and 

inducing members of the investing public to purchase Sino securities, and all of the 

Defendants knew at all material times that those documents had been prepared fOI' that 

.. ~_."_" .... ~pul'p~se, and t!1at the .glass Membel'~ Yfould ~~ xe~~~!l' an4 to _the~! d~!£i.x:.~I;l;t.upo~"~~~~ ~ 'w, .. _,. 

documents in making the decision to purchase Sino secmitles. 

105, The Defendants further knew that the information contained in the Impugned 

Documents would be incorporated into the price of Sino's publicly traded seourities such that 

tho trading price of those securities would at all times reflect the information contained in the 

Impugned Documents. 
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106. By virtue of their purported accounting, financial, and managerial acumen, the 

Defendants had a duty at common law, informed by the Seourities Legislation, to exercise oare 

and diligence to ensure that the Impugned Doouments fairly and accurately disclosed Sino's 

fmanchll condition and performance in acoordance with OAAP. 

107. The Defendants or some of them breached that duty by making the Representation as 

pmticuladzed above. 

108. The Plaintiff and the other Class Members directly or indirectly relied upon the 

Representation in making a decision to purchase the securities of Sino. 

109. Altematlvely, the Plaintiff and the other Class Members relied upon the Repl'esentation 

by the act ofpurchflslng Sino secmities in an effioient market that promptly incorporated into 

the price of those securities all publicly available m~tedal information regarding the securities 

of Sino. As a result, Sino'S repeated pUblication of the Representation in the Impugned 

Documents caused the prioe of Sino's shares to tl:ade at inflated prioes dur111g the Class Period, 

thus directly resulting in damage to the Plaintiff and Class Members. 

Statll!!>!Y Lia~llIty:!ecoltd«1'J;J!!ar!!.~ .... _. ,_, ___ ._. __ .......... "_ .... _,, ... rl~' '._".,, __ .. ~ ••• _._ ..... ~ .. __ '" • 

110. The Plaintiff intends to deliver a notice of motion seeking, among other things, an 

order gl'anting leave to brlng the statutory causes ofaotion found in Part XXlU.l ofthe8SA~ 

against all Defendants. 

Statutot'y Liability - Primary Market 

111. As against Chan and Horsley who signed the June 2009 and December 2009 

Prospectuses, and On behalf of those Class Members who purchased Sino shares in one of the 

dlstdbutions to whioh those Prospeotuses related~ the Plaintiff asserts the cause of aotion set 

forth in s. 137 of the SSA. 
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112. Sino issued the June 2009 and December 2009 Prospectuses, which oontah~ed the 

Representation and the other misrepresentations that ru:e alleged above to have been contained 

In those Prospeotuses or in the Sino. disclosure doouments incorporated therein by referenoe. 

Unjust E"ricltment 0/ Clm" alld H01'Sley 

113. As a l:esult of the Representationand the other misrepresentations particularized above, 

Sino's shares traded~ and were Bold by Chan and Horsley at artificIally inflated prices during 

the Class Period. 

114. Acoordingly~ Chan and Horsley were endched by their wrongful acts and omissions 

during the Class Pelied, and the Class Members who purchased Sino shares ftom suoh 

Defendants suffered a corresponding deprivation. 

115. Th.ere was 110 juristic reason for the resulting enrichment. 

116. Accordingly, the Class Members who purchased Sino shares from Chan and Horsley 

dul'ing the Class Period are entitled to the difference ,between the price they paid to such 

Defendants fOI' such shares. and the price that they would have paid had the Defendants not 

. ___ ...... ~ade the ~~E.t~tio~~.!he £!~~!E1isl'ep!'~~ntati~~ P~~~~l~l~~ aboye, an~~~~ ~?~_w~ .. _ 
committed the wrongful acts Md omissions particulm:lzed above. 

Unjust Enrlclmumt 0/ Sino 

117. Throughout the Class Period, Sino made the OfferIngs. Suoh Offermgs were made via 

various documents) pal'tic\lladzed above, that contained the Representation and the 

misrepresent!ltions particularized above. 

118. The securities sold by SIno via the Offedngs were sold at artificially inflated prices as 

a l'esult of the Representation and the others misrepresentations particularized above. 
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119, Sino was enriohed by, and those Class Members who purchased securities via the 

Offerings were depdved of, an amount equivalent to the differenoe between the amount for 

which the securities offered were actually sold, and the amount fox' which such seourities 

would have been sold had the Offerings not included the Representation and the 

misrepresentations partioularized above. 

120. The Offerings violated Sino's disclosure obligations under the Securities Legislation 

and the various instruments promulgated by the securities regulators of the Provinces in whioh 

such Offedngs were made. There was no juristic reason for the enrichment of Sino. 

Oppression 

121. In the ciroumstances alleged he:cein, the Plaintiff and the other Class Members had a 

reasonable and legitbnate expeotation that Sino and the Individual Defendants would use thei!,' 

powers to direct the ()ompany for Sino's best interests and, in turn, in the intexests of its 

seourity holders. More speoifioally, the Plaintlffand the other Class Membel'shad areasonable 

expectation that: 

(a) Sino and the Individual Defendants would oomply with GMP, and cause Sino to comply 

withOAAP; 

(b) Sino and the Individual Defendants would take reasonable steps to ensure that the Class , ........ " .. , ...... - ... --... ---... """ ........ ~ .... .........,. ........ '~ ..... I.--..... '--*I. , .. ~ ____ .,_ ... _~. __ ...... __ I .... , __ • ___ ' •• _~~.,... 

Members were made aware on a timely basis ofmate:dal developments in Sino's business and 

affairs; 

(0) Sino and the Individual Defendants would implement adequate corporate goverlllmce 

prooedUl'es and internal controls to ensu.re that Sino disolosed material facts and material 

changes in the company's business and affairs on a timely basis; 

(d) SlUo and the Individual Defendants would not malte the misrepresentations particularized 

above; 

(e) Sino stock options would not be backdated ox' otherwise misprlced; and 

(1:) the Individual Defendants would adhere to the Code. 
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122. Such reasonable expeotations were not met E1S: 

(a) Sino did not comply with GAAP; 

(b) the Class Members were not made aware on a timely basls ofmaterlal developments in 

Sino's business and affairs; 

(c) Sino's corporate governance procedures and internal oontrols were inadeq1.late; 

(d) the misl'epresentations particularized above were made; 

(e) stook options were baokdated and otherwise mispriced; and 

(f) the Individual Defendants did not adhere to the Code 

123. Sino's and th""Individual Defendants' conduct was oppressive and unfairly prejudicial 

to the Plaintiff and the other Class Members and unfairly disregarded their interests, These 

defendants were charged with the operation of Sino for the benefit of all of its shareholders. 

The value of the shareholders' investments was based on, among other things: 

(a) the pl'ofitability of Sinoi 

(b) the integrity of Sino's management and its ability to run the company in the interests of all 

shareholdersi 

(c) Sino's complianoe with its disclosure obligationsi 

(d) Sino's ongoing representation that its corporate governance procedures met with 

reasonable st~pat<;.l~,JIDsLtp.~U.he .~ll~~~IJ.~~~ _9.f.J.h~, 99.llP'OOy',"v,{a8 .subj~ct~~.1q, n~~§QQ~1?~~" "" ., .... 
sorutiny; and 

(e) Sino '8 ongoing representation that its affairs and financial reporting were being conduoted 

in accordance with G AAP. 

124. This oppressive conduct impaired the ability of the Plaintiff and othe~' Class Members 

to make informed investment deoisions about Sino's securities. But for that conduct, the 

Plaintiff and the other Class Members would not have suffered the damages alleged h~rein. 

317



~ 41 ~ 

(6) general 
125. The Plaintiff pleads and relies on: 

(a) The Class Actions Aot, 8.s. 2001, c. C~12.01t as amended; 

(b) The Canada Eusiness COlporation.~ Aot, R.s. 1985, c, C .. 44. as 1:U11., including ss. 

238 and 241; 

(0) The PrewJudgment Interest Act, 8.S. 1984·85~85, c, P.22.2, as am,~ including s. 

5(1); 

(d) The Seourities Act, S.S, 1988M 89, c. 8-42.2, as amended; and 

(d) The Queen IS Bench Rules) including t'mes 388 and 394. 

(7) rellej'sollgllt 
126. The Plaintiff therefore claims, on behalf of himself and the Class: 

(a) an order that SiMIS affairs have been conduoted in a manner that is oppressive, 

unfairly prejudiclal to and which unfairly disregards the interests of Class Members, 

within the meaning of s. 241; 

(b )aggravated and oompensatory damages against the Defendants in an amount to be 

determined at tl'ia1; 

(0) punitlve dumages against the Defendants; 

Cd) prejudgment interest; 

''''-~-''-""''--(5)'"t\(JStsiwludtn:gth~ trosts"of1,1'otiotrand"of'a-dmi111sterin'g-the plan"of-distrlbution''Ofthe' ,-, 'e' '.'" • , 

recovery in this action plus applicable taxes; and 

(f) such further and other re1i(lf as this Honourable Court deems just. 

DATED at Regina, S.skatchaw,"" on the 1" d~ 

Delivered By: MERCHANT LAW GROUP LLP ~ 

318



~ 42-

Address f01: Servioe: 

Lawyer in Charge: 

100·2401 S!:\skatchewan Drive 
Regina l Saskatohewan 

S4P4H8, 

E. F. Anthony Merchant, Q.C. 
Tel: (306) 359M 7777 
Fax: (306) 522~3299, 

Counsel for the Plaintiffs. 

" ...... ' ..... , ... ,-.~."',. ......... ~ . t.·~. ·.,,_, ...... \<O>._I ... ,..·~ ... -..--...... ~ ... ~_~ ..... "-.. , ........... "., ....... __ ......... ..;0' .. " .. .....-./ ..... ~'''' ... f .... ~ .... '''~~, ............. , ... ~~'''' 
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