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AM PLAN OF COMPROMISE AND REORGANIZATION
WHEREAS Sino-Forest Corporation (“SFC”) is insolvent;

AND WHEREAS, on March 30, 2012 (the “Filing Date™), the Honourable Justice Morawetz of
the Ontario Superior Court of Justice (Commercial List) (the “Court”) granted an initial Order in
respect of SFC (as such Order may be amended, restated or varied from time to time, the “Initial
Order”) pursuant to the Companies’ Creditors Arrangement Act, R.S.C, 1985, ¢. C-36, as
amended (the “CCAA”) and the Canada Business Corporation Act, R.S.C. 1985, ¢. C-44, as
amended (the “CBCA™);

AND WHEREAS, on August 31, 2012, the Court granted a Plan Filing and Meeting Order (as
such Order may be amended, restated or varied from time to time, the “Meeting Order”) pursuant
to which, among other things, SFC was authorized to file this plan of compromise and
reorganization and to convene a meeting of affected creditors to consider and vote on this plan of
compromise and reorganization,

NOW THEREFORE, SFC hereby proposes this_amended plan of compromise and
reorganization pursuant to the CCAA and CBCA.

ARTICLE 1
INTERPRETATION

1.1 Definitions

In the Plan, unless otherwise stated or unless the subject matter or context otherwise
requires:;

“2013 Note Indenture” means the indenture dated as of July 23, 2008, by and between SFC, the
entities listed as subsidiary guarantors therein, and The Bank of New York Mellon, as trustee, as
amended, modified or supplemented.

“2014 Note Indenture” means the indenture dated as of July 27, 2009, by and between SFC, the
entities listed as subsidiary guarantors therein, and Law Debenture Trust Company of New York,
as trustee, as amended, modified or supplemented.

“2016 Note Indenture” means the indenture dated as of December 17, 2009, by and between SFC,
the entities listed as subsidiary guarantors therein, and The Bank of New York Mellon, as trustee,
as amended, modified or supplemented,

“2017 Note Indenture” means the indenture dated as of October 21, 2010, by and between SFC,
the entities listed as subsidiary guarantors therein, and Law Debenture Trust Company of New
York, as trustee, as amended, modified or supplemented.

“2013 Notes” means the aggregate principal amount of US$345,000,000 of 5.00% Convertible
Senior Notes Due 2013 issued pursuant to the 2013 Note Indenture.

WS Legal\@5925040000A828384-1 048 744\0008 A 840264 5v ]
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“2014 Notes” means the aggregate principal amount of US$399,517,000 of 10.25% Guaranteed
Senior Notes Due 2014 issued pursuant to the 2014 Note Indenture.

“2016 Notes” means the aggregate principal amount of US$460,000,000 of 4.25% Convertible
Senior Notes Due 2016 issued pursuant to the 2016 Note Indenture,

“2017 Notes” means the aggregate principal amount of US$600,000,000 of 6.25% Guaranteed
Senior Notes Due 2017 issued pursuant to the 2017 Note Indenture.

“Accrued Interest” means, in respect of any series of Notes, all accrued and unpaid interest on
such Notes, at the regular rates provided in the applicable Note Indentures, up to and including the
Filing Date.

“Administration Charge” has the meaning ascribed thereto in the Initial Order,

“Administration Charge Reserve” means the cash reserve 1o be establlshed by SFC on the Plan
Implementatxon Date in anthe amount 1% eey

en

: or such hr S AgT hMomorn
Initial Consengng Nogeholders which cash reserve: (i) shall be maintained and administered by
the Monitor, in trust, for the purpose of paying any amounts secured by the Administration Charge;
and (ii) upon the termination of the Administration Charge pursuant to the Plan, shall stand in
place of the Administration Charge as security for the payment of any amounts secured by the
Administration Charge.

“Affected Claim” means any Claim, D&O Claim or D&O Indemnity Claim that is not: an
Unaffected Claim; a Section 5.1(2) D&O Claim; a Conspiracy Claim; a Continuing Other D&O
Claim; a Non-Released D&O Claim; or a Subsidiary Intercompany Claim, and “Affected Claim”
includes any Class Action Indemnity Claim. For greater certainty, all of the following are
Affected Claims: Affected Creditor Claims; Equity Claims; Noteholder Class Action Claims
(other than the Continuing Noteholder Class Action Claims); and Class Action Indemnity Claims.

“Affected Creditor” means a Person with an Affected Creditor Claim, but only with respect to
and to the extent of such Affected Creditor Claim.,

“Affected Creditor Claim” means any Ordinary Affected Creditor Claim or Noteholder Claim,
“Affected Creditors Class” has the meaning ascribed thereto in section 3.2(a) hereof.

“Affected Creditors Equity Sub-Pool” means an amount of Newco Shares representing 92.5%
of the Newco Equity Pool.

“Alternative Sale Transaction” has the meaning ascribed thereto in section 10,1 hereof,

“Alternative Sale Transaction Consideration” has the meaning ascribed thereto in section 10,1
hereof,

WS Legal\05925080000182838 41048740008 7\8402.645v |
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“Applicable Law” means any applicable law, statute, order, decree, consent decree, judgment,
rule, regulation, ordinance or other pronouncement having the effect of law whether in Canada, the
United States, Hong Kong, the PRC or any other country, or any domestic or foreign state, county,
province, city or other political subdivision or of any Governmental Entity,

“Auditors” means the former auditors of SFC that are named as defendants to the Class Actions
Claims, including for greater certainty Ernst & Young LLP and BDO Limited.

“Barbados Loans” means the aggregate amount outstanding at the date hereof pursuant to three
loans made by SFC Barbados to SFC in the amounts of US$65,997,468.10 on February 1, 2011,
US$59,000,000 on June 7, 2011 and US$176,000,000 on June 7, 2011,

“Barbados Property” has the meaning ascribed thereto in section 6.4(kj) hereof.
“BIA” means the Bankruptcy and Insolvency Act, R. S. C. 1985, ¢. B-3.

“Business Day” means a day, other than Saturday, Sunday or a statutory holiday, on which banks
are generally open for business in Toronto, Ontario.

“Canadian Tax Act” means the Income Tax Act (Canada) and the Income Tax Regulations, in
each case as amended from time to time,

“CBCA” has the meaning ascribed thereto in the recitals.
“CCAA?” has the meaning ascribed thereto in the recitals.

“CCAA Proceeding” means the proceeding commenced by SFC under the CCAA on the Filing
Date in the Ontario Superior Court of Justice (Commercial List) under court file number
CV-12-9667-00CL.

“Charges” means the Administration Charge and the Directors’ Charge.

“Claim” means any right or claim of any Person that may be asserted or made against SFC, in
whole or in part, whether or not asserted or made, in connection with any indebtedness, liability or
obligation of any kind whatsoever, and any interest accrued thereon or costs payable in respect
thereof, including by reason of the commission of a tort (intentional or unintentional), by reason of
any breach of contract or other agreement (oral or written), by reason of any breach of duty
(including any legal, statutory, equitable or fiduciary duty) or by reason of any right of ownership
of or title to property or assets or right to a trust or deemed trust (statutory, express, implied,
resulting, constructive or otherwise), and whether or not any indebtedness, liability or obligation is
reduced to judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed,
undisputed, legal, equitable, secured, unsecured, present or future, known or unknown, by
guarantee, surety or otherwise, and whether or not any right or claim is executory or anticipatory in
nature, including any right or ability of any Person (including any Directors or Officers of SFC or
any of the Subsidiaries) to advance a claim for contribution or indemnity or otherwise with respect
to any matter, action, cause or chose in action, whether existing at present or commenced in the
future, which indebtedness, liability or obligation, and any interest accrued thereon or costs
payable in respect thereof (A) is based in whole or in part on facts prior to the Filing Date, (B)
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relates to a time period prior to the Filing Date, or (C) is a right or claim of any kind that would be
a claim provable against SFC in bankruptcy within the meaning of the BIA had SFC become
bankrupt on the Filing Date, or is an Equity Claim, a Noteholder Class Action Claim against SFC,
a Class Action Indemnity Claim against SFC, a Restructuring Claim or a Lien Claim, provided,
however, that “Claim” shall not include a D&O Claim or a D&O Indemnity Claim.

“Claims Bar Date” has the meaning ascribed thereto in the Claims Procedure Order.

“Claims Procedure” means the procedure established for determining the amount and status of
Claims, D&O Claims and D&O Indemnity Claims, including in each case any such claims that are
Unresolved Claims, pursuant to the Claims Procedure Order.,

“Claims Procedure Order” means the Order under the CCAA of the Honourable Justice
Morawetz dated May 14, 2012, establishing, among other things, a claims procedure in respect of
SFC and calling for claims in respect of the Subsidiaries, as such Order may be amended, restated
or varied from time to time.

“Class Action Claims” means, collectively, any rights or claims of any kind advanced or which
may subsequently be advanced in the Class Actions or in any other similar proceeding, whether a
class action proceeding or otherwise, and for greater certainty includes any Noteholder Class
Action Claims.

“Class Actions” means, collectively, the following proceedings: (i) Trustees of the Labourers’
Pension Fund of Central and Eastern Canada et al v. Sino-Forest Corporation et al. (Ontario
Superior Court of Justice, Court File No. CV-11-431153-00CP); (ii) Guining Liu v. Sino-Forest
Corporation et al. (Quebec Superior Court, Court File No. 200-06-000132-111); (iii) Allan Haigh
v. Sino-Forest Corporation ef al. (Saskatchewan Court of Queen’s Bench, Court File No. 2288 of
2011); and (iv) David Leapard et al. v. Allen T.Y. Chan et al. (District Court of the Southern
District of New York, Court File No. 650258/2012).

“Class Action Court” means, with respect to the Class Action Claims, the court of competent
jurisdiction that is responsible for administering the applicable Class Action Claim,

“Class Action Indemnity Claim” means any right or claim of any Person that may be asserted or
made in whole or in part against SFC and/or any Subsidiary for indemnity, contribution,
reimbursement or otherwise from or in connection with any Class Action Claim asserted against
such Person. For greater certainty, Class Action Indemnity Claims are distinct from and do not
include Class Action Claims.

“Consent Date” means May 15, 2012,

“Conspiracy Claim” means any D&O Claim alleging that the applicable Director or Officer
committed the tort of civil conspiracy, as defined under Canadian common law.

“Continuing Noteholder Class Action Claim” means any Noteholder Class Action Claim that is:
(i) a Section 5.1(2) D&O Claim; (ii) a Conspiracy Claim; (iii) a Non-Released D&O Claim; (iv) a
Continuing Other D&O Claim; (v) a Noteholder Class Action Claim against one or more Third
Party Defendants that is not an Indemnified Noteholder Class Action Claim; (vi) the portion of an
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Indemnified Noteholder Class Action Claim that is permitted to continue against the Third Party
Defendants, subject to the Indemnified Noteholder Class Action Limit, pursuant to section
4.4(b)(i) hereof.

“Continuing Other D&O Claims” has the meaning ascribed thereto in section 4.9(b) hereof.
“Court” has the meaning ascribed thereto in the recitals.

“D&O Claim” means (i) any right or claim of any Person that may be asserted or made in whole or
in part against one or more Directors or Officers of SFC that relates to a Claim for which such
Directors or Officers are by law liable to pay in their capacity as Directors or Officers of SFC, or
(ii) any right or claim of any Person that may be asserted or made in whole or in part against one or
more Directors or Officers of SFC, in that capacity, whether or not asserted or made, in connection
with any indebtedness, liability or obligation of any kind whatsoever, and any interest accrued
thereon or costs payable in respect thereof, including by reason of the commission of a tort
(intentional or unintentional), by reason of any breach of contract or other agreement (oral or
written), by reason of any breach of duty (including any legal, statutory, equitable or fiduciary duty
and including, for greater certainty, any monetary administrative or other monetary penalty or
claim for costs asserted against any Officer or Director of SFC by any Government Entity) or by
reason of any right of ownership of or title to property or assets or right to a trust or deemed trust
(statutory, express, implied, resulting, constructive or otherwise), and whether or not any
indebtedness, liability or obligation, and any interest accrued thereon or costs payable in respect
thereof, is reduced to judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured,
disputed, undisputed, legal, equitable, secured, unsecured, present or future, known or unknown,
by guarantee, surety or otherwise, and whether or not any right or claim is executory or
anticipatory in nature, including any right or ability of any Person to advance a claim for
contribution or indemnity from any such Directors or Officers of SFC or otherwise with respect to
any matter, action, cause or chose in action, whether existing at present or commenced in the
future, which indebtedness, liability or obligation, and any interest accrued thercon or costs
payable in respect thereof (A) is based in whole or in part on facts prior to the Filing Date, or (B)
relates to a time period prior to the Filing Date,

“D&O Indemnity Claim” means any existing or future right of any Director or Officer of SFC
against SFC that arose or arises as a result of any Person filing a D&O Proof of Claim (as defined
in the Claims Procedure Order) in respect of such Director or Officer of SFC for which such
Director or Officer of SFC is entitled to be indemnified by SFC,

“Defence Costs” has the meaning ascribed thereto in section 4.8 hereof,
“Director” means, with respect to SFC or any Subsidiary, anyone who is or was, or may be

deemed to be or have been, whether by statute, operation of law or otherwise, a director or de facto
director of such SFC Company.

“Directors’ Charge” has the meaning ascribed thereto in the Initial Order,




“Direct Registration Account” means, if applicable, a direct registration account administered by
the Transfer Agent in which those Persons entitled to receive Newco Shares and/or Newco Notes
pursuant to the Plan will hold such Newco Shares and/or Newco Notes in registered form.

“Direct Registration Transaction Advice” means, if applicable, a statement delivered by the
Monitor, the Trustees, the Transfer Agent or any such Person’s agent to any Person entitled to
receive Newco Shares or Newco Notes pursuant to the Plan on the Initial Distribution Date and
each subsequent Distribution Date, as applicable, indicating the number of Newco Shares and/or
Newco Notes registered in the name of or as directed by the applicable Person in a Direct
Registration Account.

“Direct Subsidiaries” means, collectively, Sino-Panel Holdings Limited, Sino-Global Holdings
Inc., Sino-Panel Corporation, Sino-Capital Global Inc., SFC Barbados, Sino-Forest Resources Inc.
Sino-Wood Partners, Limited.

“Distribution Date” means the date or dates from time to time set in accordance with the
provisions of the Plan to effect distributions in respect of the Proven Claims, excluding the Initial
Distribution Date,

“Distribution Escrow Position” has the meaning ascribed thereto in section 5.2(d) hereof,

“Distribution Record Date” means the Plan Implementation Date, or such other date as SFC, the
Monitor and the Initial Consenting Noteholders may agree.

“DTC” means The Depository Trust Company, or any successor thereof,

“Early Consent Equity Sub-Pool” means an amount of Newco Shares representing 7.5% of the
Newco Equity Pool.

“Early Consent Noteholder” means any Noteholder that:

(a) (1) as confirmed by the Monitor on June 12, 2012, executed the (A) RSA, (B) a
support agreement with SFC and the Direct Subsidiaries in the form of the RSA or
(C) a joinder agreement in the form attached as Schedule C to the RSA; (ii)
provided evidence satisfactory to the Monitor in accordance with section 2(a) of the
RSA of the Notes held by such Noteholder as at the Consent Date (the “Early
Consent Notes™), as such list of Noteholders and Notes held has been verified and
is maintained by the Monitor on a confidential basis; and (iii) continues to hold
such Early Consent Notes as at the Distribution Record Date; or

(b) (i) has acquired Early Consent Notes; (ii) has signed the necessary transfer and
joinder documentation as required by the RSA and has otherwise acquired such



653

~10-

Early Consent Notes in compliance with the RSA; and (iii) continues to hold such
Early Consent Notes as at the Distribution Record Date.

“Effective Time” means 8:00 a.m. (Toronto time) on the Plan Implementation Date or such other
time on such date as SFC, the Monitor and the Initial Consenting Noteholders may agree.

“Employee Priority Claims” means the following Claims of employees and former employees of
SFC:

(&) Claims equal to the amounts that such employees and former employees would
have been qualified to receive under paragraph 136(1)(d) of the BIA if SFC had
become bankrupt on the Filing Date; and

(b) Claims for wages, salaries, commissions or compensation for services rendered by
them after the Filing Date and on or before the Plan Implementation Date.

“Encumbrance” means any security interest (whether contractual, statutory, or otherwise),
hypothec, mortgage, trust or deemed trust (whether contractual, statutory, or otherwise), lien,
execution, levy, charge, demand, action, liability or other claim, action, demand or liability of any
kind whatsoever, whether proprietary, financial or monetary, and whether or not it has attached or
been perfected, registered or filed and whether secured, unsecured or otherwise, including: (i) any
of the Charges; and (ii) any charge, security interest or claim evidenced by registrations pursuant
to the Personal Property Security Act (Ontario) or any other personal property registry system.

“Equity Cancellation Date” means the date that is the first Business Day at least 31 days after the
Plan Implementation Date, or such other date as may be agreed to by SFC, the Monitor and the
Initial Consenting Noteholders.

“Equity Claim” means a Claim that meets the definition of “equity claim” in section 2(1) of the
CCAA and, for greater certainty, includes any of the following:

(a) any claim against SFC resulting from the ownership, purchase or sale of an equity
interest in SFC, including the claims by or on behalf of current or former
shareholders asserted in the Class Actions;

(b)  any indemnification claim against SFC related to or arising from the claims
described in sub-paragraph (a), including any such indemnification claims against
SEC by or on behalf of any and all of the Third Party Defendants (other than for
Defence Costs, unless any such claims for Defence Costs have been determined to
be Equity Claims subsequent to the date of the Equity Claims Order); and

(c) any other claim that has been determined to be an Equity Claim pursuant to an
Order of the Court,

“Equity Claimant” means any Person having an Equity Claim, but only with respect to and to the
extent of such Equity Claim.

“Equity Claimant Class” has the meaning ascribed thereto in section 3.2(b).
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“Equity Claims Order” means the Order under the CCAA of the Honourable Justice Morawetz
dated July 27, 2012, in respect of Shareholder Claims and Related Indemnity Claims against SFC,
as such terms are defined therein.

“Equity Interest” has the meaning set forth in section 2(1) of the CCAA.

“Excluded Litigation Tr
hereof.

“Excluded SFC Assets” means (i) the rights of SFC to be transferred to the Litigation Trust in
accordance with section 6.4(pg) hereof; (ii) any entitlement to insurance proceeds in respect of
ilnsured Claims, Section 5.1(2) D&O Claims and/or Conspiracy Claims; (iii) any secured property
of SFC that is to be returned in satisfaction of a Lien Claim pursuant to section 4.2(c)(i) hereof; (iv)
any input tax credits or other refunds received by SFC after the Effective Time; and (v) cash in the
aggregate amount of (and for the purpose of); (A) the Litigation Funding Amount; (B) the
Unaffected Claims Reserve; (C) the Administration Charge Reserve; (D) the Birestors’-Charge
ReserverB)-the-Expense Reimbursement:-J-_and the other payments to be made pursuant to

ection 6.4(d) hereof (having regard to the application of anyv outstanding retainers, as
applicable); (E) any amounts in respect of Lien Claims to be paid in accordance with section
4.2(c)(ii) hereof; and (GF) the Monitor’s Post-Implementation Reserve; (vi) any office space,
office furniture or other office equipment owned or leased by SFC in Canada; (vii) the SFC
Escrow Co. Share; (viii) Newco Promissory Note 1; and (ix) Newco Promissory Note 2.

“Existing Shares” means all existing shares in the equity of SFC issued and outstanding
immediately prior to the Effective Time and all warrants, options or other rights to acquire such
shares, whether or not exercised as at the Effective Time.

“Expense Reimbursement” means the aggregate amount of (i) the reasonable and documented
fees and expenses of the Noteholder Advisors, pursuant to their respective engagement letters with
SFC, and other advisors as may be agreed to by SFC and the Initial Consenting Noteholders and
(ii) the reasonable fees and expenses of the Initial Consenting Noteholders incurred in connection
with the negotiation and development of the RSA and this Plan, including in each case an
estimated amount for any such fees and expenses expected to be incurred in connection with the
implementation of the Plan, including in the case of (ii) above, an aggregate work fee of up to $5
million (which work fee may, at the request of the Monitor, be paid by any of the Subsidiaries
instead of SFC).

“Filing Date” has the meaning ascribed thereto in the recitals.
“Fractional Interests” has the meaning given in section 5.12 hereof,
“FTI HK” means FTI Consulting (Hong Kong) Limited.

“Governmental Entity” means any government, regulatory authority, governmental department,
agency, commission, bureau, official, minister, Crown corporation, court, board, tribunal or
dispute settlement panel or other law, rule or regulation-making organization or entity: (a) having
or purporting to have jurisdiction on behalf of any nation, province, territory or state or any other
geographic or political subdivision of any of them; or (b) exercising, or entitled or purporting to
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exercise any administrative, executive, judicial, legislative, policy, regulatory or taxing authority
or power.

“Government Priority Claims” means all Claims of Governmental Entities in respect of
amounts that were outstanding as of the Plan Implementation Date and that are of a kind that could
be subject to a demand under:

(a) subsections 224(1.2) of the Canadian Tax Act;

(b)  any provision of the Canada Pension Plan or the Employment Insurance Act
(Canada) that refers to subsection 224(1.2) of the Canadian Tax Act and provides
for the collection of a contribution, as defined in the Canada Pension Plan, or
employee’s premium or employer’s premium as defined in the Employment
Insurance Act (Canada), or a premium under Part VIL.1 of that Act, and of any
related interest, penalties or other amounts; or

(c) any provision of provincial legislation that has a similar purpose to subsection
224(1.2) of the Canadian Tax Act, or that refers to that subsection, to the extent that
it provides for the collection of a sum, and of any related interest, penalties or other
amounts, where the sum:

(i) has been withheld or deducted by a person from a payment to another
person and is in respect of a tax similar in nature to the income tax imposed
on individuals under the Canadian Tax Act; or

(i)  is of the same nature as a contribution under the Carnada Pension Plan if the
province is a “province providing a comprehensive pension plan” as
defined in subsection 3(1) of the Canada Pension Plan and the provincial
legislation establishes a “provincial pension plan” as defined in that
subsection,

“Greenheart” means Greenheart Group Limited, a company established under the laws of
Bermuda.

“Indemnified Notcholder Class Action Claims” has the meaning ascribed thereto in section
4.4(b)(i) hereof,

“Indemnified Noteholder Class Action Limit” means ar$150 million or such lesser amount
agreed to by SFC, the Monitor, the Initial Consenting Noteholders and counsel to the Ontario

Class Action Plaintiffs;-or-such-otherameunt-as-is-determined-by-the-Court_prior to the Plan

Implementation Date or agreed to by the Initial Consenting Noteholders and counsel to the
Class Action Plaintiffs after the Plan Implementation D

“Initial Consenting Noteholders” means the Noteholders that executed the RSA on March 30,
2012,
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“Initial Distribution Date” means a date no more than ten (10) Business Days after the Plan
Implementation Date or such other date as SFC, the Monitor and the Initial Consenting
Noteholders may agree.

“Imitial Newco Shareholder” means a Person to be determined by the Initial Consenting
Noteholdets prior to the Effective Time, with the consent of SFC and the Monitor, to serve as the
initial sole shareholder of Newco pursuant to section 6.2(a) hereof.

“Imitial Order” has the meaning ascribed thereto in the recitals,

“Insurance Policies” means, collectively, the following insurance policies, as well as any other
insurance policy pursuant to which SFC or any Director or Officer is insured: ACE INA Insurance
Policy Number D0024464; Chubb Insurance Company of Canada Policy Number 8209-4449;
Lloyds of London, England Policy Number XTFF0420; Lloyds of London, England Policy
Number XTFF0373; and Travelers Guarantee Company of Canada Policy Number 10181108, and
“Insurance Policy” means any one of the Insurance Policies.

“Insured Claim” means all or that portion of any Claim for which SFC is insured and all or that
portion of any D&O Claim for which the applicable Director or Officer is insured, in each case
pursuant to any of the Insurance Policies.

“Intellectual Property” means: (i) patents, and applications for patents, including divisional and
continuation patents; (ii) registered and unregistered trade-marks, logos and other indicia of origin,
pending trade-mark registration applications, and proposed use application or similar reservations
of marks, and all goodwill associated therewith; (iii) registered and unregistered copyrights,
including all copyright in and to computer software programs, and applications for and registration
of such copyright (including all copyright in and to the SFC Companies’ websites); (iv) world
wide web addresses and internet domain names, applications and reservations for world wide web
addresses and internet domain names, uniform resource locators and the corresponding internet
sites; (v) industrial designs; and (vi) trade secrets and proprietary information not otherwise listed
in (i) through (v) above, including all inventions (whether or not patentable), invention
disclosures, moral and economic rights of authors and inventors (however denominated),
confidential information, technical data, customer lists, corporate and business names, trade
names, trade dress, brand names, know-how, formulae, methods (whether or not patentable),
designs, processes, procedures, technology, business methods, source codes, object codes,
computer software programs (in either source code or object code form), databases, data
collections and other proprietary information or material of any type, and all derivatives,
improvements and refinements thereof, howsoever recorded, or unrecorded.

“Letter of Instruction” means a form, to be completed by each Ordinary Affected Creditor and
each Early Consent Noteholder, and that is to be delivered to the Monitor in accordance with
section 5.1 hereof, which form shall set out:

(a) the registration details for the Newco Shares and, if applicable, Newco Notes to be
distributed to such Ordinary Affected Creditor or Early Consent Noteholder in
accordance with the Plan; and
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(b)y  the address to which such Ordinary Affected Creditor’s or Early Consent
Noteholder’s Direct Registration Transaction Advice or its Newco Share
Certificates and Newco Note Certificates, as applicable, are to be delivered.

“Lien Claim” means any Proven Claim of a Person indicated as a secured creditor in Schedule
“B” to the Initial Order (other than the Trustees) that is secured by a lien or encumbrance on any
property of SFC, which lien is valid, perfected and enforceable pursuant to Applicable Law,
provided that the Charges and any Claims in respect of Notes shall not constitute “Lien Claims”.

“Lien Claimant” means a Person having a Lien Claim, other than any Noteholder or Trustee in
respect of any Noteholder Claim.

“Litigation Funding Amount” means athe cash amount of $1,000,000 to be

contributedadvanced by SFC to the Litigation Trustee for purposes of funding the Litigation Trust
on the Plan Implementation Date in accordance with section 6.4(pg) hereof.

“Litigation Trust” means the trust to be established on the Plan Implementation Date at the time
specified in section 6.4(gp) in accordance with the Litigation Trust Agreement pursuant to the
laws of a jurisdiction that is acceptable to SFC and the Initial Consenting Noteholders, which trust
will acquire the Litigation Trust Claims and will be funded with the Litigation Funding Amount

in accordance with the Plan_and the Litigation Trust Agreement.

“Litigation Trust Agreement” means the trust agreement dated as of the Plan Implementation
Date, between SFC and the Litigation Trustee, establishing the Litigation Trust,

“Litigation Trust Claims” means any and all claims, actions, causes of action, demands, suits,
rights, entitlements, litigation, arbitration, proceeding, hearing or complaint, whether known or
unknown, reduced to judgment or not reduced to judgment, liquidated or unliquidated, contingent
or non-contingent, matured or unmatured, disputed or undisputed, secured or unsecured, assertable
directly or derivatively, in law, equity or otherwise, based in whole or in part upon any act or
omission or other event occurring before or after the Filing Date that have been or may be asserted
by or on behalf of’ (1) SFC agcunst any and all thud parties; or (ii) the Tlusteesmwig_i the
Noteholders) y ~ : N ers agamst any and all Persons in connection
with the Notes lssued by SFC prowded however that in no event shall the Litigation Trust
Claims include any claim, right or cause of action against any Person that is released pursuant to
Article 7 hereof. For greater certainty: (i) the claims being advanced or that are subsequently
advanced in the Class Actions are not being transferred to the Litigation Trust; and (ii) the claims
transferred to the Litigation Trust shall not be advanced in the Class Actions,

“Litigation Trust Interests” means the beneficial interests in the Litigation Trust to be created on
the Plan Implementation Date.

“Litigation Trustee” means a Person to be determined by SFC and the Initial Consenting
Noteholders prior to the Effective Time, with the consent of the Monitor, to serve as trustee of the
Litigation Trust pursuant to and in accordance with the terms thereof.

WSLogal\059250500007E2838410487440\0008 718402645y 1
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“Material” means a fact, circumstance, change, effect, matter, action, condition, event,
occurrence or development that, individually or in the aggregate, is, or would reasonably be
expected to be, material to the business, affairs, results of operations or financial condition of the
SFC Companies (taken as a whole).

“Material Adverse Effect” means a fact, event, change, occurrence, circumstance or condition
that, individually or together with any other event, change or occurrence, has or would reasonably
be expected to have a material adverse impact on the assets, condition (financial or otherwise),
business, liabilities, obligations (whether absolute, accrued, conditional or otherwise) or
operations of the SFC Companies (taken as a whole); provided, however, that a Material Adverse
Effect shall not include and shall be deemed to exclude the impact of any fact, event, change,
occurrence, circumstance or condition resulting from or relating to: (A) changes in Applicable
Laws of general applicability or interpretations thereof by courts or Governmental Entities or
regulatory authorities, which changes do not have a Material disproportionate effect on the SFC
Companies (taken as a whole), (B) any change in the forestry industry generally, which does not
have a Material disproportionate effect on the SFC Companies (taken as a whole) (relative to other
industry participants operating primarily in the PRC), (C) actions and omissions of any of the SFC
Companies required pursuant to the RSA or this Plan or taken with the prior written consent of the
Initial Consenting Noteholders, (D) the effects of compliance with the RSA or this Plan, including
on the operating performance of the SFC Companies, (E) the negotiation, execution, delivery,
performance, consummation, potential consummation or public announcement of the RSA or this
Plan or the transactions contemplated thereby or hereby, (F) any change in U.S. or Canadian
interest rates or currency exchange rates unless such change has a Material disproportionate effect
on the SFC Companies (taken as a whole), and (G) general political, economic or financial
conditions in Canada, the United States, Hong Kong or the PRC, which changes do not have a
Material disproportionate effect on the SFC Companies (taken as a whole).

“Meeting” means the meeting of Affected Creditors, and any adjournment or extension thereof,
that is called and conducted in accordance with the Meeting Order for the purpose of considering
and voting on the Plan.

“Meeting Order” has the meaning ascribed thereto in the recitals,

“Monitor” means FTI Consulting Canada Inc., in its capacity as Court-appointed Monitor of SFC
in the CCAA Proceeding.

“Monitor’s Post-Implementation Reserve” means the cash reserve to be established by SFC on
the Plan Implementation Date in anthe amount aceeptable-teof $5,000,000 or such other amount
as may be agreed by SFC, the Monitor; and the Initial Consenting Noteholders, which cash
reserve shall be maintained and administered by the Monitor for the purpose of administering SFC
and the Claims Procedure, as necessary, from and after the Plan Implementation Date.

“Named Directors and Officers” means Andrew Agnew, William E. Ardell, James Bowland,
Leslie Chan, Michael Cheng, Lawrence Hon, James M.E. Hyde, Richard M. Kimel, R. John
(Jack) Lawrence, Jay A. Lefton, Edmund Mak, Tom Maradin, Judson Martin, Simon Murray,
James F. O’Donnell, William P. Rosenfeld, Peter Donghong Wang, Garry West and Kee Y. Wong,
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in their respective capacities as Directors or Officers, and “Named Director or Officer” means
any one of them,

“Newco” means the new corporation to be incorporated pursuant to section 6.2(a) hereof under the
laws of the Cayman Islands or such other jurisdiction as agreed to by SFC, the Monitor and the
Initial Consenting Noteholders,

“Newco II” means the new corporation to be incor ed pursuan ction 6.2 reof
under the laws of man Isl r such otl jurisdiction as agreed to FC, the
Monitor and th itial Consenti cholders

“ o II Consideration” has the meaning ascri hereto in section x) her

“Newco Equity Pool” means all of the Newco Shares to be issued by Newco on the Plan
Implementation Date. The number of Newco Shares to be issued on the Plan Implementation Date
shall be agreed by SFC, the Monitor and the Initial Consenting Noteholders prior to the Plan
Implementation Date.

“Newco Note Certificate” means a certificate evidencing Newco Notes.

“Newco Notes” means the new notes to be issued by Newco on the Plan Implementation Date in
the aggregate principal amount of $300,000,000, on such terms and conditions as are satisfactory
to the Initial Consenting Noteholders and SFC, acting reasonably.

“Newco Promissory Note 17, “Newco Promissory Note 27, “Newco Promissory Note 3” and
“Newco Promissory Notes” have the meanings ascribed thereto in sections 6.4(1k), 6.4(m),
6.4(n)-6-4¢0} and 6.4(xq) hereof, respectively.

“Newco Share Certificate” means a certificate evidencing Newco Shares.
“Newco Shares” means common shares in the capital of Newco.
“Non-Released D&O Claims” has the meaning ascribed thereto in section 4.9(f) hereof.

“Noteholder Advisors” means Goodmans LLP, Hogan Lovells and Conyers, Dill & Pearman
LLP in their capacity as legal advisors to the Initial Consenting Noteholders, and Moelis &
Company LLC and Moelis and Company Asia Limited, in their capacity as the financial advisors
to the Initial Consenting Noteholders.

“Noteholder Claim” means any Claim by a Noteholder (or a Trustee or other representative on
the Noteholder’s behalf) in respect of or in relation to the Notes owned or held by such Noteholder,
including all principal and Accrued Interest payable to such Noteholder pursuant to such Notes or
the Note Indentures, but for greater certainty does not include any Noteholder Class Action Claim.

“Noteholder Class Action Claim” means any Class Action Claim, or any part thereof, against

SFC, any of the Subsidiaries, any of the Directors and Officers of SFC or the Subsidiaries, any of
the Auditors, any of the Underwriters and/or any other defendant to the Class Action Claims that

WS Legal\@S9250500007828384-1048744\00087\8402.645v1
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relates to the purchase, sale or ownership of Notes, but for greater certainty does not include a
Noteholder Claim,

“Noteholder Class Action Claimant” means any Person having or asserting a Noteholder Class
Action Claim.

“Noteholder Class Action Representative” means an individual to be appointed by counsel to
the Ontario Class Action Plaintiffs.

“Noteholders” means, collectively, the beneficial owners of Notes as of the Distribution Record
Date and, as the context requires, the registered holders of Notes as of the Distribution Record
Date, and “Noteholder” means any one of the Noteholders,

“Note Indentures” means, collectively, the 2013 Note Indenture, the 2014 Note Indenture, the
2016 Note Indenture and the 2017 Note Indenture,

“Notes” means, collectively, the 2013 Notes, the 2014 Notes, the 2016 Notes and the 2017 Notes.

“Officer” means, with respect to SFC or any Subsidiary, anyone who is or was, or may be deemed
to be or have been, whether by statute, operation of law or otherwise, an officer or de facto officer
of such SFC Company.

“Ontario Class Action Plaintiffs” means the plaintiffs in the Ontario class action case styled as
Trustees of the Labourers’ Pension Fund of Central and Eastern Canada et al v. Sino-Forest
Corporation et al. (Ontario Superior Court of Justice, Court File No. CV-11-431153-00CP).

“Order” means any order of the Court made in connection with the CCAA Proceeding or this
Plan.

“Ordinary Affected Creditor” means a Person with an Ordinary Affected Creditor Claim,

“Ordinary Affected Creditor Claim” means a Claim that is not: an Unaffected Claim; a
Noteholder Claim; an Equity Claim; a Subsidiary Intercompany Claim; a Noteholder Class Action
Claim; or a Class Action Indemnity Claim (other than a Class Action Indemnity Claim by any of
the Third Party Defendants in respect of the Indemnified Noteholder Class Action Claims).

“Other Directors and/or Officers” means any Directors and/or Officers other than the Named
Directors and Officers.

“Person” means any individual, sole proprietorship, limited or unlimited liability corporation,
partnership, unincorporated association, unincorporated syndicate, unincorporated organization,
body corporate, joint venture, trust, pension fund, union, Governmental Entity, and a natural
person including in such person’s capacity as trustee, heir, beneficiary, executor, administrator or
other legal representative.
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the CCAA and the CBCA, as such Plan may be_further amended, supplemented or restated from
time to time in accordance with the terms hereof or an Order.

“Plan Implementation Date” means the Business Day on which this Plan becomes effective,
which shall be the Business Day on which the Monitor has filed with the Court the certificate
contemplated in section 9.2 hereof, or such other date as SFC, the Monitor and the Initial
Consenting Noteholders may agree.

“PRC” means the People’s Republic of China.

“Proof of Claim” means the “Proof of Claim” referred to in the Claims Procedure Order,
substantially in the form attached to the Claims Procedure Order,

“Pro-Rata” means:

(a) with respect to any Noteholder in relation to all Noteholders, the proportion of (i)
the principal amount of Notes beneficially owned by such Noteholder as of the
Distribution Record Date plus the Accrued Interest owing on such Notes as of the
Filing Date, in relation to (ii) the aggregate principal amount of all Notes
outstanding as of the Distribution Record Date plus the aggregate of all Accrued
Interest owing on all Notes as of the Filing Date;

(b)  with respect to any Early Consent Noteholder in relation to all Early Consent
Noteholders, the proportion of the principal amount of Early Consent Notes
beneficially owned by such Early Consent Noteholder as of the Distribution Record
Date in relation to the aggregate principal amount of Early Consent Notes held by
all Early Consent Noteholders as of the Distribution Record Date; and

{¢)  with respect to any Affected Creditor in relation to all Affected Creditors, the
proportion of such Affected Creditor’s Affected Creditor Claim as at any relevant
time in relation to the aggregate of all Proven Claims and Unresolved Claims of
Affected Creditors as at that time.

“Proven Claim” means an Affected Creditor Claim to the extent that such Affected Creditor
Claim is finally determined and valued in accordance with the provisions of the Claims Procedure
Order, the Meeting Order or any other Order, as applicable.

“Released Claims” means all of the rights, claims and liabilities of any kind released pursuant to
Article 7 hereof.

“Released Parties” means, collectively, those Persons released pursuant to Article 7 hereof, but
only to the extent so released, and each such Person is referred to individually as a “Released
Party”.

“Required Majority” means a majority in number of Affected Creditors with Proven Claims, and

two-thirds in value of the Proven Claims held by such Affected Creditors, in each case who vote
(in person or by proxy) on the Plan at the Meeting,
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“Remaining Post-Implementation Reserve Amount” has the meaning ascribed thereto in
section 5,7(b) hereof.

“Restructuring Claim” means any right or claim of any Person that may be asserted or made in
whole or in part against SFC, whether or not asserted or made, in connection with any
indebtedness, liability or obligation of any kind arising out of the restructuring, termination,
repudiation or disclaimer of any lease, contract, or other agreement or obligation on or after the
Filing Date and whether such restructuring, termination, repudiation or disclaimer took place or
takes place before or after the date of the Claims Procedure Order.

“Restructuring Transaction” means the transactions contemplated by this Plan (including any
Alternative Sale Transaction that occurs pursuant to section 10.1 hereof).

“RSA” means the Restructuring Support Agreement executed as of March 30, 2012 by SFC, the
Direct Subsidiaries and the Initial Consenting Noteholders, and subsequently executed or
otherwise agreed to by the Early Consent Noteholders, as such Restructuring Support Agreement
may be amended, restated and varied from time to time in accordance with its terms.

“Sanction Date” means the date that the Sanction Order is granted by the Court.
“Sanction Order” means the Order of the Court sanctioning and approving this Plan.

“Section 5,1(2) D&O Claim” means any D&O Claim that is not permitted to be compromised
pursuant to section 5.1(2) of the CCAA, but only to the extent not so permitted, provided that any
D&O Claim that qualifies as a Non-Released D&O Claim or a Continuing Other D&O Claim shall
not constitute a Section 5.1(2) D&O Claim,

“SFC” has the meaning ascribed thereto in the recitals.

“SFC Advisors” means Bennett Jones LLP, Appleby Global Group, King & Wood Mallesons and
Linklaters LLP, in their respective capacities as legal advisors to SFC, and Houlihan Lokey
Howard & Zukin Capital, Inc., in its capacity as financial advisor to SFC.

“SFC Assets” means all of SFC’s right, title and interest in and to all of SFC’s properties, assets
and rights of every kind and description (including all restricted and unrestricted cash, contracts,
real property, receivables or other debts owed to SFC, Intellectual Property, SFC’s corporate name
and all related marks, all of SFC’s ownership interests in the Subsidiaries (including all of the
shares of the Direct Subsidiaries and any other Subsidiaries that are directly owned by SFC
immediately prior to the Effective Time), all of SFC’s ownership interest in Greenheart and its
subsidiaries, all SFC Intercompany Claims, any entitlement of SFC to any insurance proceeds
and a right to the Remaining Post-Implementation Reserve Amount), other than the Excluded SFC
Assets.

“SFC Barbados” means Sino-Forest International (Barbados) Corporation, a wholly-owned
subsidiary of SFC established under the laws of Barbados.

“SFC Business” means the business operated by the SFC Companies.
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“SFC Continuing Shareholder” means the Litigation Trustee or such other Person as may be
agreed to by the Monitor and the Initial Consenting Noteholders.

“SFC Companies” means, collectively, SFC and all of the Subsidiaries, and “SFC Company”
means any of them.

“SFC Escrow Co.” means the company to be incorporated as a wholly-owned subsidiary of SFC
pursuant to section 6.3 hereof under the laws of the Cayman Islands or such other jurisdiction as
agreed to by SFC, the Monitor and the Initial Consenting Noteholders.

“SFC Escrow Co. Share” has the meaning ascribed thereto in section 6.3 hereof.

“SFC Intercompany Claim” means any amount owing to SFC by any Subsidiary or Greenheart
and any claim by SFC against any Subsidiary or Greenheart.

“Subsidiaries” means all direct and indirect subsidiaries of SFC, other than (i) Greenheart and its
direct and indirect subsidiaries and (ii) SFC Escrow Co., and “Subsidiary” means any one of the
Subsidiaries.

“Subsidiary Intercompany Claim” means any Claim by any Subsidiary or Greenheart against
SEC.

“Tax” or “Taxes” means any and all federal, provincial, municipal, local and foreign taxes,
assessments, reassessments and other governmental charges, duties, impositions and liabilities
including for greater certainty taxes based upon or measured by reference to income, gross
receipts, profits, capital, transfer, land transfer, sales, goods and services, harmonized sales, use,
value-added, excise, withholding, business, franchising, property, development, occupancy,
employer health, payroll, employment, health, social services, education and social security taxes,
all surtaxes, all customs duties and import and export taxes, all licence, franchise and registration
fees and all employment insurance, health insurance and government pension plan premiums or
contributions, together with all interest, penalties, fines and additions with respect to such
amounts.

“Taxing Authorities” means any one of Her Majesty the Queen, Her Majesty the Queen in right
of Canada, Her Majesty the Queen in right of any province or territory of Canada, the Canada
Revenue Agency, any similar revenue or taxing authority of Canada and each and every province
or territory of Canada and any political subdivision thereof, any similar revenue or taxing authority
of the United States, the PRC, Hong Kong or other foreign state and any political subdivision
thereof, and any Canadian, United States, Hong Kong, PRC or other government, regulatory
authority, government department, agency, commission, bureau, minister, court, tribunal or body
or regulation-making entity exercising taxing authority or power, and “Taxing Authority” means
any one of the Taxing Authorities.

“Third Party Defendants” means any defendants to the Class Action Claims (present or future)
other than SFC, the Subsidiaries, the Named Directors and Officers or the Trustees.
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“Transfer Agent” means Computershare Limited (or a subsidiary or affiliate thereof) or such
other transfer agent as Newco may appoint, with the prior written consent of the Monitor and the
Initial Consenting Noteholders.

“Trustee Claims” means any rights or claims of the Trustees against SFC under the Note
Indentures for compensation, fees, expenses, disbursements or advances, including reasonable
legal fees and expenses, incurred or made by or on behalf of the Trustees before or after the Plan
Implementation Date in connection with the performance of their respective duties under the Note
Indentures or this Plan.

“Trustees” means, collectively, The Bank of New York Mellon in its capacity as trustee for the
2013 Notes and the 2016 Notes, and Law Debenture Trust Company of New York in its capacity
as trustee for the 2014 Notes and the 2017 Notes, and “Trustee” means either one of them.

“Unaffected Claim” means any:

(a) Clalm secured by%we%&%&@%@wée%ﬁ&ﬁawmﬁh&%&g& @Mhe

Med»wq@e@veguas—a‘w&t the Admlmstratlon Charge%%@we%%&@%@%%
Charge-Feoservera : & Sreo

(b) Government Priority Claim,
(©) Employee Priority Claim;
(d) Lien Claim;

(e)  any other Claim of any employee, former employee, Director or Officer of SFC in
respect of wages, vacation pay, bonuses, termination pay, severance pay or other

1emuncratlon payabie to such Person by SFC§ other than ang term;ggggg pay or
O l( ey, o o O C

Dlrectgl or thcer of SFC prior to the dgte of thxs Plan
® Trustee Claims; and

€3] any trade payables that were incurred by SFC (i) after the Filing Date but before the
Plan Implementation Date; and (ii) in compliance with the Initial Order or other
Order issued in the CCAA Proceeding,

“Unaffected Claims Reserve” means the cash reserve to be established by SFC on the Plan
Implementation Date and maintained by the Monitor, in escrow, for the purpose of paying certain
Unaffected Claims in accordance with section 4.2 hereof,

“Unaffected Creditor” means a Person who has an Unaffected Claim, but only in respect of and
to the extent of such Unaffected Claim.

“Undeliverable Distribution” has the meaning ascribed thereto in section 5.4,
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“Underwriters” means any underwriters of SFC that are named as defendants in the Class Action
Claims, including for greater certainty Credit Suisse Securities (Canada), Inc., TD Securities Inc.,
Dundee Securities Corporation, RBC Dominion Securities Inc., Scotia Capital Inc., CIBC World
Markets Inc., Merrill Lynch Canada Inc., Canaccord Financial Ltd., Maison Placements Canada
Inc., Credit Suisse Securities (USA) LLC and Merrill Lynch, Pierce, Fenner & Smith Incorporated
(successor by merger to Banc of America Securities LLC).

“Unresolved Claim” means an Affected Creditor Claim in respect of which a Proof of Claim has
been filed in a proper and timely manner in accordance with the Claims Procedure Order but that,
as at any applicable time, has not been finally (i) determined to be a Proven Claim or (ii)
disallowed in accordance with the Claims Procedure Order, the Meeting Order or any other Order.

“Unresolved Claims Escrow Agent” means SFC Escrow Co. or such other Person as may be
agreed by SFC, the Monitor and the Initial Consenting Noteholders.

“Unresolved Claims Reserve” means the reserve of Newco Shares, Newco Notes and Litigation
Trust Interests, if any, to be established pursuant to sections 6.4(ih)(ii) and 6.4(sy) hereof in respect
of Unresolved Claims as at the Plan Implementation Date, which reserve shall be held and
maintained by the Unresolved Claims Escrow Agent, in escrow, for distribution in accordance
with the Plan,__As at the Plan Iementatmn Date the Unresnlved i ¢ will

Momtor as Unrgso!z@gﬁ Claims in an amount up to $500 ¥ such other amount as mav b
agreed by the Monitor an senting Noteholders

“Website” means the website maintained by the Monitor in respect of the CCAA Proceeding
pursuant to the Initial Order at the following web address: http://cfcanada.fticonsulting.com/sfc.

1.2 Certain Rules of Interpretation
For the purposes of the Plan:

(a) any reference in the Plan to an Order, agreement, contract, instrument, indenture,
release, exhibit or other document means such Order, agreement, contract,
instrument, indenture, release, exhibit or other document as it may have been or
may be validly amended, modified or supplemented;

(b) the division of the Plan into “articles” and “sections” and the insertion of a table of
contents are for convenience of reference only and do not affect the construction or
interpretation of the Plan, nor are the descriptive headings of “articles” and
“sections” intended as complete or accurate descriptions of the content thereof;

(c) unless the context otherwise requires, words importing the singular shall include
the plural and vice versa, and words importing any gender shall include all genders;
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(d) the words “includes” and “including” and similar terms of inclusion shall not,
unless expressly modified by the words “only” or “solely”, be construed as terms of
limitation, but rather shall mean “includes but is not limited to” and “including but
not limited to”, so that references to included matters shall be regarded as
illustrative without being either characterizing or exhaustive;

(e) unless otherwise specified, all references to time herein and in any document issued
pursuant hereto mean local time in Toronto, Ontario and any reference to an event
occurring on a Business Day shall mean prior to 5:00 p.m. (Toronto time) on such
Business Day;

() unless otherwise specified, time periods within or following which any payment is
to be made or act is to be done shall be calculated by excluding the day on which the
period commences and including the day on which the period ends and by
extending the period to the next succeeding Business Day if the last day of the
period is not a Business Day;

(g) unless otherwise provided, any reference to a statute or other enactment of
parliament or a legislature includes all regulations made thereunder, all
amendments to or re-enactments of such statute or regulations in force from time to
time, and, if applicable, any statute or regulation that supplements or supersedes
such statute or regulation; and

(h)  references to a specified “article” or “section” shall, unless something in the subject
matter or context is inconsistent therewith, be construed as references to that
specified article or section of the Plan, whereas the terms “the Plan”, “hereof”,
“herein”, “hereto”, “hereunder” and similar expressions shall be deemed to refer

3 ¢

generally to the Plan and not to any particular “article”, “section” or other portion
of the Plan and include any documents supplemental hereto,

1.3 Currency

For the purposes of this Plan, all amounts shall be denominated in Canadian dollars and all
payments and distributions to be made in cash shall be made in Canadian dollars. Any Claims or
other amounts denominated in a foreign currency shall be converted to Canadian dollars at the
Reuters closing rate on the Filing Date.

1.4  Successors and Assigns
The Plan shall be binding upon and shall enure to the benefit of the heirs, administrators,
executors, legal personal representatives, successors and assigns of any Person named or referred
to in the Plan.

1.5  Governing Law

The Plan shall be governed by and construed in accordance with the laws of the Province of
Ontario and the federal laws of Canada applicable therein. All questions as to the interpretation of
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or application of the Plan and all proceedings taken in connection with the Plan and its provisions
shall be subject to the jurisdiction of the Court.

ARTICLE 2
PURPOSE AND EFFECT OF THE PLAN

2.1  Purpose
The purpose of the Plan is:

(a) to effect a full, final and irrevocable compromise, release, discharge, cancellation
and bar of all Affected Claims;

(b)  to effect the distribution of the consideration provided for herein in respect of
Proven Claims;

(c) to transfer ownership of the SFC Business to Newco;_and then from Newco to
Newco I, in each case free and clear of all claims against SFC and certain related
claims against the Subsidiaries, so as to enable the SFC Business to continue on a
viable, going concern basis; and

(d)  toallow Affected Creditors and Noteholder Class Action Claimants to benefit from
contingent value that may be derived from litigation claims to be advanced by the
Litigation Trustee,

The Plan is put forward in the expectation that the Persons with an economic interest in SFC, when
considered as a whole, will derive a greater benefit from the implementation of the Plan and the
continuation of the SFC Business as a going concern than would result from a bankruptey or
liquidation of SFC.

2.2 Claims Affected

The Plan provides for, among other things, the full, final and irrevocable compromise,
release, discharge, cancellation and bar of Affected Claims and effectuates the restructuring of
SFC, The Plan will become effective at the Effective Time on the Plan Implementation Date, other
than such matters occurring on the Equity Cancellation Date (if the Equity Cancellation date does
not occur on the Plan Implementation Date) which will occur and be effective on such date, and the
Plan shall be binding on and enure to the benefit of SFC, the Subsidiaries, Newco, Newco I, SFC
Escrow Co., any Person having an Affected Claim, the Directors and Officers of SFC and all other
Persons named or referred to in, or subject to, the Plan, as and to the extent provided for in the Plan.

2.3  Unaffected Claims against SFC Not Affected

Any amounts properly owing by SFC in respect of Unaffected Claims will be satisfied in
accordance with section 4.2 hereof. Consistent with the foregoing, all liabilities of the Released
Parties in respect of Unaffected Claims (other than the obligation of SFC to satisfy such
Unaffected Claims in accordance with section 4.2 hereof) will be fully, finally, irrevocably and
forever compromised, released, discharged, cancelled and barred pursuant to Article 7 hereof.
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Nothing in the Plan shall affect SFC’s rights and defences, both legal and equitable, with respect to
any Unaffected Claims, including all rights with respect to legal and equitable defences or
entitlements to set-offs or recoupments against such Unaffected Claims,

24 Insurance

(a) Subject to the terms of this section 2.4, nothing in this Plan shall prejudice,
compromise, release, discharge, cancel, bar or otherwise affect any right,
entitlement or claim of any Person against SFC or any Director or Officer, or any
insurer, in respect of an Insurance Policy or the proceeds thereof.

(b)  Nothing in this Plan shall prejudice, compromise, release or otherwise affect any
right or defence of any such insurer in respect of any such Insurance Policy.
Furthermore, nothing in this Plan shall prejudice, compromise, release or otherwise
affect (i) any right of subrogation any such insurer may have against any Person,
including against any Director or Officer in the event of a determination of fraud
against SFC or any Director or Officer in respect of whom such a determination is
specifically made, and /or (ii) the ability of such insurer to claim repayment of
Defense Costs (as defined in any such policy) from SFC and/or any Director or
Officer in the event that the party from whom repayment is sought is not entitled to
coverage under the terms and conditions of any such Insurance Policy

(c) Notwithstanding anything herein (including section 2.4(b) and the releases and
injunctions set forth in Article 7 hereof), but subject to section 2.4(d) hereof, all
Insured Claims shall be deemed to remain outstanding and are not released
following the Plan Implementation Date, but recovery as against SFC and the
Named Directors and Officers is limited only to proceeds of Insurance Policies that
are available to pay such Insured Claims, either by way of judgment or settlement.
SFC and the Directors or Officers shall make all reasonable efforts to meet all
obligations under the Insurance Policies. The insurers agree and acknowledge that
they shall be obliged to pay any Loss payable pursuant to the terms and conditions
of their respective Insurance Policies notwithstanding the releases granted to SFC
and the Named Directors and Officers under this Plan, and that they shall not rely
on any provisions of the Insurance Policies to argue, or otherwise assert, that such
releases excuse them from, or relieve them of, the obligation to pay Loss that
otherwise would be payable under the terms of the Insurance Policies. For greater
cerfainty, the insurers agree and consent to a direct right of action against the
insurers, or any of them, in favour of any plaintiff who or which has (a) negotiated
a settlement of any Claim covered under any of the Insurance Policies, which
settlement has been consented to in writing by the insurers or such of them as may
be required or (b) obtained a final judgment against one or more of SFC and/or the
Directors or Officers which such plaintiff asserts, in whole or in part, represents
Loss covered under the Insurance Policies, notwithstanding that such plaintiff is
not a named insured under the Insurance Policies and that neither SFC nor the
Directors or Officers are parties to such action,

WS Legal\0S525000000 13283841048 74 N0008 NE02645v]



669

26 -

(d)  Notwithstanding anything in this section 2.4, from and after the Plan
Implementation Date, any Person having an Insured Claim shall, as against SFC
and the Named Directors and Officers, be irrevocably limited to recovery solely
from the proceeds of the Insurance Policies paid or payable on behalf of SFC or its
Directors or Officers, and Persons with any Insured Claims shall have no right to,
and shall not, directly or indirectly, make any claim or seek any recoveries from
SFC, any of the Named Directors and Officers, any of the Subsidiaries, Newco or
Newco 1L, other than enforcing such Person's rights to be paid from the proceeds of
an Insurance Policy by the applicable insurer(s), and this section 2.4(d) may be
relied upon and raised or pled by SFC, Newco, Newco Il, any Subsidiary and any
Named Director and Officer in defence or estoppel of or to enjoin any claim, action
or proceeding brought in contravention of this section

2.5 Claims Procedure Order

For greater certainty, nothing in this Plan revives or restores any right or claim of any kind
that is barred or extinguished pursuant to the terms of the Claims Procedure Order, provided that
nothing in this Plan, the Claims Procedure Order or any other Order compromises, releases,
discharges, cancels or bars any claim against any Person for fraud or criminal conduct, regardiess
of whether or not any such claim has been asserted to date,

ARTICLE 3
CLASSIFICATION, VOTING AND RELATED MATTERS

31 Claims Procedure

The procedure for determining the validity and quantum of the Affected Claims shall be
governed by the Claims Procedure Order, the Meeting Order, the CCAA, the Plan and any other
Order, as applicable. SFC, the Monitor and any other creditor in respect of its own Claim, shall
have the right to seck the assistance of the Court in valuing any Claim, whether for voting or
distribution purposes, if required, and to ascertain the result of any vote on the Plan.

3.2 Classification

(a) The Affected Creditors shall constitute a single class, the “Affected Creditors
Class”, for the purposes of considering and voting on the Plan.

(b)  The Equity Claimants shall constitute a single class, separate from the Affected
Creditors Class, but shall not, and shall have no right to, attend the Meeting or vote
on the Plan in such capacity.

3.3 Unaffected Creditors
No Unaffected Creditor, in respect of an Unaffected Claim, shall:
(a) be entitled to vote on the Plan;

(b) be entitled to attend the Meeting; or
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(c) receive any entitlements under this Plan in respect of such Unaffected Creditor’s
Unaffected Claims (other than its right to have its Unaffected Claim addressed in
accordance with section 4.2 hereof),

3.4  Creditors’ Meeting

The Meeting shall be held in accordance with the Plan, the Meeting Order and any further
Order of the Court. The only Persons entitled to attend and vote on the Plan at the Meeting are
those specified in the Meeting Order.

3.5  Approval by Creditors

In order to be approved, the Plan must receive the affirmative vote of the Required
Majority of the Affected Creditors Class.

ARTICLE 4
DISTRIBUTIONS, PAYMENTS AND TREATMENT OF CLAIMS

4.1 Affected Creditors

All Affected Creditor Claims shall be fully, finally, irrevocably and forever compromised,
released, discharged, cancelled and barred on the Plan Implementation Date. FEach Affected
Creditor that has a Proven Claim shall be entitled to receive the following in accordance with the
Plan:

(a) such Affected Creditor’s Pro-Rata number of the Newco Shares to be issued by
Neweco from the Affected Creditors Equity Sub-Pool in accordance with the Plan;

(b)  such Affected Creditor’s Pro-Rata amount of the Newco Notes to be issued by
Newco in accordance with the Plan; and

(c) such Affected Creditor’s Pro-Rata share of the Litigation Trust Interests to be
allocated to the Affected Creditors in accordance with 4,11 hereof and the terms of
the Litigation Trust.

From and after the Plan Implementation Date, each Affected Creditor, in such capacity, shall have
no rights as against SFC in respect of its Affected Creditor Claim.,

4,2 Unaffected Credifors

Fach Unaffected Claim that is finally determined as such, as to status and amount, and that
is finally determined to be valid and enforceable against SFC, in each case in accordance with the
Claims Procedure Order or other Order:

(a) subject to sections 4.2(b) and 4:44.2(c) hereof, shall be paid in full from the
Unaffected Claims Reserve and limited to recovery against the Unaffected Claims
Reserve, and Persons with Unaffected Claims shall have no right to, and shall not,
make any claim or seek any recoveries from any Person in respect of Unaffected
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Claims, other than enforcing such Person’s right against SFC to be paid from the
Unaffected Claims Reserve;

(b) ___in the ease of Claims secured by the Administration Charge:

{1) 1 emen Mg(‘}g Date,

M

(i)  B-in-the-ease-ob-Claime-seeured-by—the-Administeation-Charge-orthe
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invoiced to SFC_on or after the Plan Implementatlon Date, such _Claims
shall be paid—ia—the-ordinary—eowse from the Administration Charge
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Reserve Person with laims shall have no right to, and
shall not, make any claim or seek any recovexies from any Person in respect
of such Claims, other than enforcing such Person’s right against the
Administration Charge Reserve—eor—the—Direstors—Charge—Reserve;
respeetively; and

(©) in the case of Lien Claims:

() at the election of the Initial Consenting Noteholders, and with the consent of
the Monitor, SFC shall satisfy such Lien Claim by the return of the
applicable property of SFC that is secured as collateral for such Lien Claim,
and the applicable Lien Claimant shall be limited to its recovery against
such secured property in respect of such Lien Claim,

(ily  ifthe Initial Consenting Noteholders do not elect to satisfy such Lien Claim
by the return of the applicable secured property: (A) SFC shall repay the
Lien Claim in full in cash on the Plan Implementation Date; and (B) the
security held by the applicable Lien Claimant over the property of SFC
shall be fully, finally, irrevocably and forever released, discharged,
cancelled and barred; and

(iii)  upon the satisfaction of a Lien Claim in accordance with sections 4.2(b}-and

4-4¢ec)(d) or 4.2(c)(ii) hereof, such Lien Claims shall be fully, finally,
irrevocably and forever released, discharged, cancelled and barred.
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4.3  Early Consent Noteholders

As additional consideration for the compromise, release, discharge, cancellation and bar of
the Affected Creditor Claims in respect of its Notes, each Early Consent Noteholder shall receive
(in addition to the consideration it is entitled to receive in accordance with section 4.1 hereof) its
Pro-Rata number of the Newco Shares to be issued by Newco from the Early Consent Equity
Sub-Pool in accordance with the Plan.

4.4 Noteholder Class Action Claimants

(@)

(b)

All Noteholder Class Action Claims against SFC, the Subsidiaries or the Named
Directors or Officers (other than any Noteholder Class Action Claims against the
Named Directors or Officers that are Section 5.1(2) D&O Claims, Conspiracy
Claims or Non-Released D&O Claims) shall be fully, finally, irrevocably and
forever compromised, released, discharged, cancelled and barred without
consideration as against all said Persons on the Plan Implementation Date. Subject
to section 4.4(c) hereof, Noteholder Class Action Claimants shall not receive any
consideration or distributions under the Plan in respect of their Noteholder Class
Action Claims. Noteholder Class Action Claimants shall not be entitled to attend
or to vote on the Plan at the Meeting in respect of their Noteholder Class Action
Claims,

Notwithstanding anything to the contrary in section 4.4(a), Noteholder Class
Action Claims as against the Third Party Defendants (x) are not compromised,
discharged, released, cancelled or barred, (y) shall be permitted to continue as
against the Third Party Defendants and (z) shall not be limited or restricted by this
Plan in any manner as to quantum or otherwise (including any collection or
recovery for such Noteholder Class Action Claims that relates to any liability of the
Third Party Defendants for any alleged liability of SFC), provided that:

() in accordance with the releases set forth in Article 7 hereof, the collective
aggregate amount of all rights and claims asserted or that may be asserted
against the Third Party Defendants in respect of any such Noteholder Class
Action Claims for which any such Persons in each case have a valid and
enforceable Class Action Indemnity Claim against SFC (the “Indemnified
Noteholder Class Action Claims”) shall not exceed, in the aggregate, the
Indemnified Noteholder Class Action Limit, and in accordance with section
7.3 hereof, all Persons shall be permanently and forever barred, estopped,
stayed and enjoined, on and after the Effective Time, from seeking to
enforce any liability in respect of the Indemnified Noteholder Class Action
Claims that exceeds the Indemnified Noteholder Class Action Limit; and

(i)  subject to section 4.4(d), any Class Action Indemnity Claims against SFC
by the Third Party Defendants in respect of the Indemnified Noteholder
Class Action Claims shall be treated as Affected Creditor Claims against
SFC, but only to the extent that any such Class Action Indemnity Claims
that are determined to be properly indemnified by SFC, enforceable against
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SFC and are not barred or extinguished by the Claims Procedure Order, and
further provided that the aggregate liability of SFC in respect of all such
Class Action Indemnity Claims shall be limited to the lesser of: (A) the
actual aggregate liability of the Third Party Defendants pursuant to any
final judgment, settlement or other binding resolution in respect of the
Indemmﬁed Noteholdex Class Action Claims-{iretusive-of-any—defence

HM%MMMMM%@@WM
{ﬁdwﬁmm&Nﬁ)EM%%mw/\ﬁmﬂw Hh 3 £
vetid-and-enforee fpati : : §
respect {M«;&%@ie@fe&e@«%&t@} and (B) the Indemmﬂed Noteholder Class
Action Limit,

Lk

(©) Each Noteholder Class Action Claimant shall be entitled to receive its share of the
Litigation Trust Interests to be allocated to Noteholder Class Action Claimants in
accordance with the terms of the Litigation Trust and section 4.11 hereof, as such
Noteholder Class Action Claimant’s share is determined by the applicable Class
Action Court.

(d)  Nothing in this Plan impairs, affects or limits in any way the ability of SFC, the
Monitor or the Initial Consenting Noteholders to seek or obtain an Order, whether
before or after the Plan Implementation Date, directing that Class Action Indemnity
Claims in respect of Noteholder Class Action Claims or any other Claims of the
Third Party Defendants should receive the same or similar treatment as is afforded

to Class Action Indemnity Claims in respect of Equity Claims under the terms of
this Plan.

4.5  Equity Claimants

All Equity Claims shall be fully, finally, irrevocably and forever compromised, released,
discharged, cancelled and barred on the Plan Implementation Date. Equity Claimants shall not
receive any consideration or distributions under the Plan and shall not be entitled to vote on the
Plan at the Meeting,.

4.6 Claims of the Trustees and Noteholders

For purposes of this Plan, all claims filed by the Trustees in respect of the Noteholder
Claims (other than any Trustee Claims) shall be treated as provided in section 4.1 and the Trustees
and the Noteholders shall have no other entitlements in respect of the guarantees and share pledges
that have been provided by the Subsidiaries, or any of them, all of which shall be fully, finally,
irrevocably and forever compromised, released, discharged, cancelled and barred on the Plan
Implementation Date as against the Subsidiaries pursuant to Article 7 hereof.

47  Claims of the Third Party Defendants

For purposes of this Plan, all claims filed by the Third Party Defendants against SFC and/or
any of its Subsidiaries shall be treated as follows:
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(a) all such claims against the Subsidiaries shall be fully, finally, irrevocably and
forever compromised, released, discharged, cancelled and barred on the Plan
Implementation Date in accordance with Article 7 hereof;,

(b)  all such claims against SFC that are Class Action Indemnity Claims in respect of
Indemnified Noteholder Class Action Claims shall be treated as set out in section
4.4(b)(ii) hereof;

(c) all such claims against SFC for indemnification of Defence Costs shall be treated in
accordance with section 4.8 hereof; and

(d)  all other claims shall be treated as Equity Claims.
4.8  Defence Costs

All Claims against SFC for indemnification of defence costs incurred by any Person_(other
than a Named Director or Officer) in connection with defending against Shareholder Claims (as
defined in the Equity Claims Order), Noteholder Class Action Claims or any other claims of any
kind relating to SFC or the Subsidiaries (“Defence Costs”) shall be treated as follows:

(a)  as Equity Claims to the extent they are determined to be Equity Claims under any
Order; and

(b)  as Affected Creditor Claims to the extent that they are not determined to be Equity
Claims under any Order, provided that:

1 if such Defence Costs were incurred in respect of a claim against the
applicable Person that has been successtully defended and the Claim for
such Defence Costs is otherwise valid and enforceable against SFC, the
Claim for such Defence Costs shall be treated as a Proven Claim, provided
that if such Claim for Defence Costs is a Class Action Indemnity Claim of a
Third Party Defendant against SFC in respect of any Indemnified
Noteholder Class Action Claim, such Claim for Defence Costs shall be
treated in the manner set forth in section 4.4(b)(ii) hereof;

(i)  if such Defence Costs were incurred in respect of a claim against the
applicable Person that has not been successfully defended or such Defence
Costs are determined not to be valid and enforceable against SFC, the Claim
for such Defence Costs shall be disallowed and no consideration will be
payable in respect thereof under the Plan; and

(iif)  until any such Claim for Defence Costs is determined to be either a Claim
within section 4.8(b)(i) or a Claim within section 4.8(b)(ii), such Claim
shall be treated as an Unresolved Claim,

provided that nothing in this Plan impairs, affects or limits in any way the ability of SFC, the
Monitor or the Initial Consenting Noteholders to seek an Order that Claims against SFC for
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indemnification of any Defence Costs should receive the same or similar treatment as is afforded
to Equity Claims under the terms of this Plan,

49 D&O Claims

(a)

(b)

©

CY

()

All D&O Claims against the Named Directors and Officers (other than Section
5.1(2) D&O Claims, Conspiracy Claims and Non-Released D&O Claims) shall be
fully, finally, irrevocably and forever compromised, released, discharged,
cancelled and barred without consideration on the Plan Implementation Date.

All D&O Claims against the Other Directors and/or Officers shall not be
compromised, released, discharged, cancelled or barred by this Plan and shall be
permitted to continue as against the applicable Other Directors and/or Officers (the
“Continuing Other D&O Claims”), provided that any Indemnified Noteholder
Class Action Claims against the Other Directors and/or Officers shall be limited as
described in section 4,4(b)(i) hereof,

All D&O Indemnity Claims and any other rights or claims for indemnification held
by the Named Directors and Officers shall be deemed to have no value and shall be
fully, finally, irrevocably and forever compromised, released, discharged,
cancelled and barred without consideration on the Plan Implementation Date;
- on-held-byg
N&m%@ﬁ%ﬁ%é%@%&@f@%&%ﬂbﬁ%ﬁ M&e@ie&s—%&*@eﬁﬁﬂﬁy«
shattbe-Hmited-to-the-Direstors-Charge-Reserve,

All D&O Indemnity Claims and any other rights or ¢laims for indemnification held
by the Other Directors and/or Officers shall be deemed to have no value and shall
be fully, finally, irrevocably and forever compromised, released, discharged,
cancelled and barred without consideration on the Plan Implementation Date,
except that: (i) any such D&O Indemnity Claims for Defence Costs shall be treated
in accordance with section 4.8 hereof; and (ii) any Class Action Indemnity Claim of
an Other Director and/or Officer against SFC in respect of the Indemnified
Noteholder Class Action Claims shall be treated in the manner set forth in section
4.4(b)(ii) hereof.

All Section 5.1(2) D&O Claims and all Conspiracy Claims shall not be
compromised, released, discharged, cancelled or barred by this Plan, provided that
any Section 5.1(2) D&O Claims against Named Directors and Officers and any
Conspiracy Claims against Named Directors and Officers shall be limited to
recovery from any insurance proceeds payable in respect of such Section 5.1(2)
D&O Claims or Conspiracy Claims, as applicable, pursuant to the Insurance
Policies, and Persons with any such Section 5.1(2) D&O Claims against Named
Directors and Officers or Conspiracy Claims against Named Directors and Officers
shall have no right to, and shall not, make any claim or seek any recoveries from
any Person (including SFC, any of the Subsidiaries, Newco or Newco_II), other
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than enforcing such Persons’ rights to be paid from the proceeds of an Insurance
Policy by the applicable insurer(s).

69) All D&O Claims against the Directors and Officers of SFC or the Subsidiaries for
fraud or criminal conduct shall not be compromised, discharged, released,
cancelled or barred by this Plan and shall be permitted to continue as against all
applicable Directors and Officers (“Non-Released D&O Claims”).

(g)  Notwithstanding anything to the contrary herein, from and after the Plan
Implementation Date, a Person may only commence an action for a Non-Released
D&O Claim against a Named Director or Officer if such Person has first obtained
(i) the consent of the Monitor or (ii) leave of the Court on notice to the applicable
Directors and Officers, SFC, the Monitor, the Initial Consenting Noteholders and
any applicable insurers. For the avoidance of doubt, the foregoing requirement for
the consent of the Monitor or leave of the Court shall not apply to any
Non-Released D&O Claim that is asserted against an Other Director and/or Officer.

4,10 Intercompany Claims

All SFC Intercompany Claims (other than those transferred to SFC Barbados pursuant to
section 6.4(kj) hereof or set-off pursuant to section 6.4(ml) hereof) shall be deemed to be assigned
by SFC to Newco on the Plan Implementation Date pursuant to section 6.4(n)-hereef—Neweoo-shal

asspme—them) hereof, and shall then be deemed fo be assigned by Newco to Newco 11
pursuant to section 6.4(x) hereof. The obligations of SFC to the applicable Subsidiaries and

Greenheart in respect of all Subsidiary Intercompany Claims (other than those set-off pursuant to
section 6.4(ml) hereof) shall be assumed by Newco on the Plan Implementation Date pursuant to
6.4(rm) hereof, and then shall be assumed by Newco Il pursuant to section 6.4(x) hereof.
Notwithstanding anything to the contrary herein, Newco IL shall be liable to the applicable
Subsidiaries and Greenheart for such Subsidiary Intercompany Claims and SFC shall be released
from such Subsidiary Intercompany Claims from and after the Plan Implementation Date, and the
applicable Subsidiaries and Greenheart shall be liable to Newco_II for such SFC Intercompany
Claims from and after the Plan Implementation Date. For greater certainty, nothing in this Plan
affects any rights or claims as between any of the Subsidiaries, Greenheart and Greenheart’s direct
and indirect subsidiaries.

4.11 Entitlement to Litigation Trust Interests

(a) The Litigation Trust Interests to be created in accordance with this Plan and the
Litigation Trust shall be allocated as follows:

(i) the Affected Creditors shall be collectively entitled to 75% of such
Litigation Trust Interests; and

(ii)  the Noteholder Class Action Claimants shall be collectively entitled to 25%
of such Litigation Trust Interests,
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which allocations shall occur at the times and in the manner set forth in section 6.4
hereof and shall be recorded by the Litigation Trustee in its registry of Litigation
Trust Interests.

(b)  Notwithstanding anything to the contrary in section 4.11(a) hereof, if any of the
Noteholder Class Action Claims against any of the Third Party Defendants are
finally resolved (whether by final judgment, settlement or any other binding means
of resolution) within two years of the Plan Implementation Date, then the Litigation
Trust Interests to which the applicable Noteholder Class Action Claimants would
otherwise have been entitled in respect of such Noteholder Class Action Claims
pursuant to section 4.11(a)(ii) hereof (based on the amount of such resolved
Noteholder Class Action Claims in proportion to all Noteholder Class Action
Claims in existence as of the Claims Bar Date) shall be fully, finally, irrevocably
and forever cancelled.

At any time prior he Plan Implementation | FC and th itial

Consenting Noteholders may agree to exclude one or more claims, actions or

¢h claims i or f action sh: h
Litigation Trust on the Plan Implementation Date. Any such Excluded
iticati C s sh i i

compromi xr dischar d and rre n the Pl

All Affected Creditors shall be deemed to consent to such treatment of
Excluded Litigation Trust Claims pursuant to this section 4,12(a).

(b) At any time from and after the Plan Implementation Date, and subject to the
prior consent of the Initial Consenting Noteholders and the terms of the
Litigation Trust Agreement, the Litigation Trustee shall have the right to seek
and obtain an order from any court of competent jurisdiction, including an

rder of the rtin th b or otherwise, that gives effec any.r
of any Litigation Trust Claims agreed to by the Litigation Trustee in

accordancg he ation Trus reement, including a rel that

4.13 432-Multiple Affected Claims

On the Plan Implementation Date, any and all liabilities for and guarantees and indemnities
of the payment or performance of any Affected Claim, Unaffected Claim, Section 5.1(2) D&O
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Claim, Conspiracy Claim, Continuing Other D&O Claim or Non-Released D&O Claim by any of
the Subsidiaries, and any purported liability for the payment or performance of such Affected
Claim, Unaffected Claim, Section 5.1(2) D&O Claim, Conspiracy Claim, Continuing Other D&O
Claim or Non-Released D&O Claim by Newco_or Newco I, will be deemed eliminated and
cancelled, and no Person shall have any rights whatsoever to pursue or enforce any such liabilities
for or guarantees or indemnities of the payment or performance of any such Affected Claim,
Unaffected Claim, Section 5.1(2) D&O Claim, Conspiracy Claim, Continuing Other D&O Claim
or Non-Released D&O Claim against any Subsidiary, Newco or Newco I,

4,14 443-Interest

Subject to section 11.4 hereof, no holder of an Affected Claim shall be entitled to interest
accruing on or after the Filing Date.

4.15 4-34-Existing Shares

Holders of Existing Shares and Equity Interests shall not receive any consideration or
distributions under the Plan in respect thereof and shall not be entitled to vote on the Plan at the
Meeting. Unless otherwise agreed between the Monitor, SFC and the Initial Consenting
Noteholders, all Existing Shares and Equity Interests shall be fully, finally and irrevocably
cancelled in accordance with and at the time specified in section 6.5 hereof.

4.16 445-Canadian Exempt Plans

If an Affected Creditor is a trust governed by a plan which is exempt from tax under Part [
of the Canadian Tax Act (including, for example, a registered retirement savings plan), such
Affected Creditor may make arrangements with Newco (if Newco so agrees) and the Litigation
Trustee (if the Litigation Trustee so agrees) to have the Newco Shares, Newco Notes and
Litigation Trust Interests to which it is entitled under this Plan directed to (or in the case of
Litigation Trust Interests, registered in the name of ) an affiliate of such Affected Creditor or the
annuitant or controlling person of the governing tax-deferred plan,

ARTICLE §
DISTRIBUTION MECHANICS

5.1 Letters of Instruction

In order to issue (i) Newco Shares and Newco Notes to Ordinary Affected Creditors and
(ii) Newco Shares to Early Consent Noteholders, the following steps will be taken:

(a) with respect to Ordinary Affected Creditors with Proven Claims or Unresolved
Claims:

Q) on the next Business Day following the Distribution Record Date, the
Monitor shall send blank Letters of Instruction by prepaid first class mail,
courier, email or facsimile to each such Ordinary Affected Creditor to the
address of each such Ordinary Affected Creditor (as specified in the
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applicable Proof of Claim) as of the Distribution Record Date, or as
evidenced by any assignment or transfer in accordance with section 5.10;

(i)  each such Ordinary Affected Creditor shall deliver to the Monitor a duly
completed and executed Letter of Instruction that must be received by the
Monitor on or before the date that is seven (7) Business Days after the
Distribution Record Date or such other date as the Monitor may determine;
and

(i)  any such Ordinary Affected Creditor that does not return a Letter of
Instruction to the Monitor in accordance with section 5.1(a)(ii) shall be
deemed to have requested that such Ordinary Affected Creditor’s Newco
Shares and Newco Notes be registered or distributed, as applicable, in
accordance with the information set out in such Ordinary Affected
Creditot’s Proof of Claim; and

(b) with respect to Early Consent Noteholders;

(1) on the next Business Day following the Distribution Record Date the
Monitor shall send blank Leiters of Instruction by prepaid first class mail,
courier, email or facsimile to each Early Consent Noteholder to the address
of each such Early Consent Noteholder as confirmed by the Monitor on or
before the Distribution Record Date;

(i)  each Early Consent Noteholder shall deliver to the Monitor a duly
completed and executed Letter of Instruction that must be received by the
Monitor on or before the date that is seven (7) Business Days after the
Distribution Record Date or such other date as the Monitor may determine;
and

(iiiy  any such FEarly Consent Notecholder that does not return a Letter of
Instruction to the Monitor in accordance with section 5.1(b)(ii) shall be
deemed to have requested that such Early Consent Noteholder’s Newco
Shares be distributed or registered, as applicable, in accordance with
information confirmed by the Monitor on or before the Distribution Record
Date,

5.2 Distribution Mechanics with respect to Newco Shares and Newco Notes

(a) To effect distributions of Newco Shares and Newco Notes, the Monitor shall
deliver a direction at least two (2) Business Days prior to the Initial Distribution
Date to Newco or its agent, as applicable, directing Newco or its agent, as
applicable, to issue on such Initial Distribution Date or subsequent Distribution
Date:

(i) in respect of the Ordinary Affected Creditors with Proven Claims:
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(A)  the number of Newco Shares that each such Ordinary Affected
Creditor is entitled to receive in accordance with section 4.1(a)
hereof; and

(B)  the amount of Newco Notes that each such Ordinary Affected
Creditor is entitled to receive in accordance with section 4,1(b)
hereof,

all of which Newco Shares and Newco Notes shall be issued to such
Ordinary Affected Creditors and distributed in accordance with this Article
5;

(ii) in respect of the Ordinary Affected Creditors with Unresolved Claims:

(A)  the number of Newco Shares that each such Ordinary Affected
Creditor would have been entitled to receive in accordance with
section 4.1(a) hereof had such Ordinary Affected Creditor’s
Unresolved Claim been a Proven Claim on the Plan Implementation
Date; and

(B)  the amount of Newco Notes that each such Ordinary Affected
Creditor would have been entitled to receive in accordance with
section 4.1(b) hereof had such Ordinary Affected Creditor’s
Unresolved Claim been a Proven Claim on the Plan Implementation
Date,

all of which Newco Shares and Newco Notes shall be issued in the name of
the Unresolved Claims Escrow Agent for the benefit of the Persons entitled
thereto under the Plan, which Newco Shares and Newco Notes shall
comprise part of the Unresolved Claims Reserve and shall be held in escrow
by the Unresolved Claims Escrow Agent until released and distributed in
accordance with this Article 5;

(iil)  in respect of the Noteholders:

(A)  the number of Newco Shares that the Trustees are collectively
required to receive such that, upon distribution to the Noteholders in
accordance with this Article 5, each individual Noteholder receives
the number of Newco Shares to which it is entitled in accordance
with section 4,1(a) hereof; and

(B)  the amount of Newco Notes that the Trustees are collectively
required to receive such that, upon distribution to the Noteholders in
accordance with this Article 5, each individual Noteholder receives
the amount of Newco Notes to which it is entitled in accordance
with section 4.1(b) hereof,
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all of which Newco Shares and Newco Notes shall be issued to such
Noteholders and distributed in accordance with this Article 5; and

(iv)  inrespect of Early Consent Noteholders, the number of Newco Shares that
cach such Early Consent Noteholder is entitled to receive in accordance
with section 4.3 hereof, all of which Newco Shares shall be issued to such
Early Consent Noteholders and distributed in accordance with this Article
5.

The direction delivered by the Monitor in respect of the applicable Ordinary
Affected Creditors and Early Consent Noteholders shall: (A) indicate the
registration and delivery details of each applicable Ordinary Affected Creditor and
Early Consent Noteholder based on the information prescribed in section 5.1; and
(B) specify the number of Newco Shares and, in the case of Ordinary Affected
Creditors, the amount of Newco Notes to be issued to each such Person on the
applicable Distribution Date. The direction delivered by the Monitor in respect of
the Noteholders shall: (C) indicate that the registration and delivery details with
respect to the number of Newco Shares and amount of Newco Notes to be
distributed to each Noteholder will be the same as the registration and delivery
details in effect with respect to the Notes held by each Noteholder as of the
Distribution Record Date; and (D) specify the number of Newco Shares and the
amount of Newco Notes to be issued to each of the Trustees for purposes of
satisfying the entitlements of the Noteholders set forth in sections 4.1(a) and 4.1(b)
hereof. The direction delivered by the Monitor in respect of the Newco Shares and
Newco Notes to be issued in the name of the Unresolved Claims Escrow Agent, for
the benefit of the Persons entitled thereto under the Plan, for purposes of the
Unresolved Claims Reserve shall specify the number of Newco Shares and the
amount of Newco Notes to be issued in the name of the Unresolved Claims Escrow
Agent for that purpose.

(by  If the registers for the Newco Shares and/or Newco Notes are maintained by the
Transfer Agent in a direct registration system (without certificates), the Monitor
and/or Newco and/or the Unresolved Claims Escrow Agent, as applicable, shall, on
the Initial Distribution Date or any subsequent Distribution Date, as applicable:

()] instruct the Transfer Agent to record, and the Transfer Agent shall record,
in the Direct Registration Account of each applicable Ordinary Affected
Creditor and each Early Consent Noteholder the number of Newco Shares
and, in the case of Ordinary Affected Creditors, the amount of Newco Notes
that are to be distributed to each such Person, and the Monitor and/or
Newco and/or the Unresolved Claims Escrow Agent, as applicable, shall
send or cause to be sent to each such Ordinary Affected Creditor and Early
Consent Noteholder a Direct Registration Transaction Advice based on the
delivery information as determined pursuant to section 5.1; and

(i)  with respect to the distribution of Newco Shares and/or Newco Notes to
Noteholders:
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(A)  if the Newco Shares and/or Newco Notes are DTC eligible, the
Monitor and/or Newco and/or the Unresolved Claims Escrow
Agent, as applicable, shall instruct the Transfer Agent to register,
and the Transfer Agent shall register, the applicable Newco Shares
and/or Newco Notes in the name of DTC (or its nominee) for the
benefit of the Noteholders, and the Trustees shall provide their
consent to DTC to the distribution of such Newco Shares and
Newco Notes to the applicable Noteholders, in the applicable
amounts, through the facilities of DTC in accordance with
customary practices and procedures; and

(B) if the Newco Shares and/or Newco Notes are not DTC eligible, the
Monitor and/or Newco and/or the Unresolved Claims Escrow
Agent, as applicable, shall instruct the Transfer Agent to register the
applicable Newco Shares and/or Newco Notes in the Direct
Registration Accounts of the applicable Noteholders pursuant to the
registration instructions obtained through DTC and the DTC
participants (by way of a letter of transmittal process or such other
process as agreed by SFC, the Monitor, the Trustees and the Initial
Consenting Noteholders), and the Transfer Agent shall (A) register
such Newco Shares and/or Newco Notes, in the applicable amounts,
in the Direct Registration Accounts of the applicable Noteholders;
and (B) send or cause to be sent to each Notecholder a Direct
Registration Transaction Advice in accordance with customary
practices and procedures; provided that the Transfer Agent shall not
be permitted to effect the foregoing registrations without the prior
written consent of the Trustees.

(c) [f the registers for the Newco Shares and/or Newco Notes are not maintained by
the Transfer Agent in a direct registration system, Newco shall prepare and deliver
to the Monitor and/or the Unresolved Claims Escrow Agent, as applicable, and the
Monitor and/or the Unresolved Claims Escrow Agent, as applicable, shall promptly
thereafter, on the Initial Distribution Date or any subsequent Distribution Date, as
applicable;

(i) deliver to each Ordinary Affected Creditor and each Early Consent
Noteholder Newco Share Certificates and, in the case of Ordinary Affected
Creditors, Newco Note Certificates representing the applicable number of
Newco Shares and the applicable amount of Newco Notes that are to be
distributed to each such Person; and

(i)  with respect to the distribution of Newco Shares and/or Newco Notes to
Noteholders:

(A)  if the Newco Shares and/or Newco Notes are DTC eligible, the

Monitor and/or Newco and/or the Unresolved Claims Escrow
Agent, as applicable, shall distribute to DTC (or its nominee), for
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the benefit of the Noteholders, Newco Share Certificates and/or
Newco Note Certificates representing the aggregate of all Newco
Shares and Newco Notes to be distributed to the Noteholders on
such Distribution Date, and the Trustees shall provide their consent
to DTC to the distribution of such Newco Shares and Newco Notes
to the applicable Noteholders, in the applicable amounts, through
the facilities of DTC in accordance with customary practices and
procedures; and

(B)  if the Newco Shares and/or Newco Notes are not DTC eligible, the
Monitor and/or Newco and/or the Unresolved Claims Escrow
Agent, as applicable, shall distribute to the applicable Trustees,
Newco Share Certificates and/or Newco Note Certificates
representing the aggregate of all Newco Shares and/or Newco Notes
to be distributed to the Noteholders on such Distribution Date, and
the Trustees shall make delivery of such Newco Share Certificates
and Newco Note Certificates, in the applicable amounts, directly to
the applicable Noteholders pursuant to the delivery instructions
obtained through DTC and the D'TC participants (by way of a letter
of transmittal process or such other process as agreed by SFC, the
Monitor, the Trustees and the Initial Consenting Noteholders), all of
which shall occur in accordance with customary practices and
procedures,

(d) Upon receipt of and in accordance with written instructions from the Monitor, the
Trustees shall instruct DTC to and DTC shall: (i) set up an escrow position
representing the respective positions of the Noteholders as of the Distribution
Record Date for the purpose of making distributions on the Initial Distribution Date
and any subsequent Distribution Dates (the “Distribution Escrow Position”); and
(ii) block any further trading of the Notes, effective as of the close of business on
the day immediately preceding the Plan Implementation Date, all in accordance
with DTC’s customary practices and procedures,

(e) The Monitor, Newco, Newco II, the Trustees, SFC, the Named Directors and
Officers and the Transfer Agent shall have no liability or obligation in respect of
deliveries by DTC (or its nominee) to the DTC participants or the Noteholders
pursuant to this Article 5.

5.3  Allocation of Litigation Trust Interests
The Litigation Trustee shall administer the Litigation Trust Claims and the Litigation
Funding Amount for the benefit of the Persons that are entitled to the Litigation Trust Interests and

shall maintain a registry of such Persons as follows:

(a) with respect to Affected Creditors:
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(i) the Litigation Trustee shall maintain a record of the amount of Litigation
Trust Interests that each Ordinary Affected Creditor is entitled to receive in
accordance with sections 4.1(c) and 4.11(a) hereof;,

(i)  the Litigation Trustee shall maintain a record of the aggregate amount of all
Litigation Trust Interests to which the Noteholders are collectively entitled
in accordance with sections 4.1(c) and 4.11(a) hereof, and if cash is
distributed from the Litigation Trust to Persons with Litigation Trust
Interests, the amount of such cash that is payable to the Noteholders will be
distributed through the Distribution Escrow Position (such that each
beneficial Noteholder will receive a percentage of such cash distribution
that is equal to its entitlement to Litigation Trust Interests (as set forth in
section 4.1(c) hereof) as a percentage of all Litigation Trust Interests); and

(iii)  with respect to any Litigation Trust Interests to be allocated in respect of the
Unresolved Claims Reserve, the Litigation Trustee shall record such
Litigation Trust Interests in the name of the Unresolved Claims Escrow
Agent, for the benefit of the Persons entitled thereto in accordance with this
Plan, which shall be held by the Unresolved Claims Escrow Agent in
escrow until released and distributed unless and until otherwise directed by
the Monitor in accordance with this Plan;

(b) with respect to the Noteholder Class Action Claimants, the Litigation Trustee shall
maintain a record of the aggregate of all Litigation Trust Interests that the
Noteholder Class Action Claimants are entitled to receive pursuant to sections
4.4(c) and 4.11(a) hereof, provided that such record shall be maintained in the name
of the Noteholder Class Action Representative, to be allocated to individual
Notcholder Class Action Claimants in any manner ordered by the applicable Class
Action Court, and provided further that if any such Litigation Trust Interests are
cancelled in accordance with section 4.11(b) hereof, the Litigation Trustee shall
record such cancellation in its registry of Litigation Trust Interests.

5.4 Treatment of Undeliverable Distributions

If any distribution under section 5.2 or section 5.3 of Newco Shares, Newco Notes or
Litigation Trust Interests is undeliverable (that is, for greater certainty, that it cannot be properly
registered or delivered to the Applicable Affected Creditor because of inadequate or incorrect
registration or delivery information or otherwise) (an “Undeliverable Distribution™), it shall be
delivered to SFC Escrow Co., which shall hold such Undeliverable Distribution in escrow and
administer it in accordance with this section 5.4. No further distributions in respect of an
Undeliverable Distribution shall be made unless and until SFC and the Monitor are notified by the
applicable Person of its current address and/or registration information, as applicable, at which
time the Monitor shall direct SFC Escrow Co, to make all such distributions to such Person, and
SFC Escrow Co. shall make all such distributions to such Person. All claims for Undeliverable
Distributions must be made on or before the date that is six months following the final Distribution
Date, after which date the right to receive distributions under this Plan in respect of such
Undeliverable Distributions shall be fully, finally, irrevocably and forever compromised, released,
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discharged, cancelled and barred, without any compensation therefore, notwithstanding any
federal, state or provincial laws to the contrary, at which time any such Undeliverable
Distributions held by SFC Escrow Co. shall be deemed to have been gifted by the owner of the
Undeliverable Distribution to Newco or the Litigation Trust, as applicable, without consideration,
and, in the case of Newco Shares, Newco Notes and Litigation Trust Interests, shall be cancelled
by Newco and the Litigation Trustee, as applicable. Nothing contained in the Plan shall require
SFC, the Monitor, SFC Escrow Co. or any other Person to attempt to locate any owner of an
Undeliverable Distribution. No interest is payable in respect of an Undeliverable Distribution.
Any distribution under this Plan on account of the Notes, other than any distributions in respect of
Litigation Trust Interests, shall be deemed made when delivered to DTC or the applicable Trustee,
as applicable, for subsequent distribution to the applicable Noteholders in accordance with section
5.2.

5.5  Procedure for Distributions Regarding Unresolved Claims

(a) An Affected Creditor that has asserted an Unresolved Claim will not be entitled to
receive a distribution under the Plan in respect of such Unresolved Claim or any
portion thereof unless and until such Unresolyed Claim becomes a Proven Claim.

(b)  Distributions in respect of any Unresolved Claim in existence at the Plan
Implementation Date will be held in escrow by the Unresolved Claims Escrow
Agent in the Unresolved Claims Reserve until settlement or final determination of
the Unresolved Claim in accordance with the Claims Procedure Order, the Meeting
Order or this Plan, as applicable.

() To the extent that Unresolved Claims become Proven Claims or are finally
disallowed, the Unresolved Claims Escrow Agent shall release from escrow and
deliver (or in the case of Litigation Trust Interests, cause to be registered) the
following from the Unresolved Claims Reserve (on the next Distribution Date, as
determined by the Monitor with the consent of SFC and the Initial Consenting
Noteholders):

(i) in the case of Affected Creditors whose Unresolved Claims are ultimately
determined, in whole or in part, to be Proven Claims, the Unresolved
Claims Escrow Agent shall release from escrow and deliver to such
Affected Creditor that number of Newco Shares, Newco Notes and
Litigation Trust Interests (and any income or proceeds therefrom) that such
Affected Creditor is entitled to receive in respect of its Proven Claim
pursuant to section 4.1 hereof;

(ii)  in the case of Affected Creditors whose Unresolved Claims are ultimately
determined, in whole or in part, to be disallowed, the Unresolved Claims
Escrow Agent shall release from escrow and deliver to all Affected
Creditors with Proven Claims the number of Newco Shares, Newco Notes
and Litigation Trust Interests (and any income or proceeds therefrom) that
had been reserved in the Unresolved Claims Reserve for such Affected
Creditor whose Unresolved Claims has been disallowed, Claims such that,
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following such delivery, all of the Affected Creditors with Proven Claims
have received the amount of Newco Shares, Newco Notes and Litigation
Trust Interests that they are entitled to receive pursuant to section 4.1
hereof, which delivery shall be effected in accordance with sections 5.2 and
5.3 hereof.

As soon as practicable following the date that all Unresolved Claims have been
finally resolved and any required distributions contemplated in section 5.5(c) have
been made, the Unresolved Claims Escrow Agent shall distribute (or in the case of
Litigation Trust Interests, cause to be registered) any Litigation Trust Interests,
Newco Shares and Newco Notes (and any income or proceeds therefrom), as
applicable, remaining in the Unresolved Claims Reserve to the Affected Creditors
with Proven Claims such that after giving effect to such distributions each such
Affected Creditor has received the amount of Litigation Trust Interests, Newco
Shares and Newco Notes that it is entitled to receive pursuant to section 4.1 hereof.

During the time that Newco Shares, Newco Notes and/or Litigation Trust Interests
are held in escrow in the Unresolved Claims Reserve, any income or proceeds
received therefrom or accruing thereon shall be added to the Unresolved Claims
Reserve by the Unresolved Claims Escrow Agent and no Person shall have any
right to such income or proceeds until such Newco Shares, Newco Notes or
Litigation Trust Interests, as applicable, are distributed (or in the case of Litigation
Trust Interests, registered) in accordance with section 5.5(c) and 5.5(d) hereof, at
which time the recipient thereof shall be entitled to any applicable income or
proceeds therefrom.

The Unresolved Claims Escrow Agent shall have no beneficial interest or right in
the Unresolved Claims Reserve. The Unresolved Claims Escrow Agent shall not
take any step or action with respect to the Unresolved Claims Reserve or any other
matter without the consent or direction of the Monitor or the direction of the Court.
The Unresolved Claims Escrow Agent shall forthwith, upon receipt of an Order of
the Court or instruction of the Monitor directing the release of any Newco Shares,
Newco Notes and/or Litigation Trust Interests from the Unresolved Claims
Reserve, comply with any such Order or instruction.

Nothing in this Plan impairs, affects or limits in any way the ability of SFC, the
Monitor or the Initial Consenting Noteholders to seek or obtain an Order, whether
before or after the Plan Implementation Date, directing that any Unresolved Claims
should be disallowed in whole or in part or that such Unresolved Claims should
receive the same or similar freatment as is afforded to Equity Claims under the
terms of this Plan.

ith Unresolve lai ¢ standing i roceeding i
respect of the determination or status of anv Unresolved Claim, and
m LLP (in its ¢ ity _as_counsel to the Initial Consentin

oteholders) shall have standing in anv such proceeding on behalf of
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5.6 Tax Refunds

Any input tax credits or tax refunds received by or on behalf of SFC after the Effective

Time shall-be-paid-into-the-Meoniter’s-Post-tmplementation-Reserve-and-shall-be-treatod-in-the

ly upon ’r cei t thereo be pald dnectly by, or on behalf of SFC to Newco w1th0ut
consideration,

5.7 Final Distributions from Reserves

(a)  Ifthere is any cash remaining in: (i) the Unaffected Claims Reserve on the date that

all Unaffected Claims have been finally paid or otherwise discharged: and/or (ii)

the Administration Charge Reserve on the date that all Claims secured by the

Admmlstlatxonu%hwg&hw%%eﬁ—ﬁmnyﬁmé%etheﬁws&dmeh%gedﬂmw&n}

the-Directors : that-ah-elaims-seoured-by-the-Directors

Charge have been ﬁnally paid or othem1se discharged, the Monitor shall, in each

case, forthwith transfer all such remaining cash to the Monitor’s
Post-Implementation Reserve,

(b) The Monitor will not terminate the Monitor’s Post-Implementation Reserve prior to
the termination of each of the Unaffected Claims Reserve;_and the Administration
Charge Reserve-and-the-Pirectors™ChargeReserve, The Monitor may, at any time,
from time to time and at its sole discretion, release amounts from the Monitor’s
Post-Implementation Reserve to Newco. Goodmans LLP (in its capacity as
counsel to the Initial Consenting Noteholders) shall be permi apply for
an Order of the Court directing the Monitor to make distributions from the
Monitor’s Post-Implementation Reserve. Once the Monitor has determined that
the cash remaining in the Monifor’s Post-Implementation Reserve is no longer
necessary for administering SFC or the Claims Procedure, the Monitor shall
forthwith  transfer ~any such remaining cash (the “Remaining
Post-Implementation Reserve Amount”) to Newco.

5.8  Other Payments and Distributions

All other payments and distributions to be made pursuant to this Plan shall be made in the
manner described in this Plan, the Sanction Order or any other Order, as applicable.

5.9  Note Indentures to Remain in Effect Solely for Purpose of Distributions

Following completion of the steps in the sequence set forth in section 6.4, all debentures,
indentures, notes (including the Notes), certificates, agreements, invoices and other instruments
evidencing Affected Claims will not entitle any holder thereof to any compensation or
participation other than as expressly provided for in the Plan and will be cancelled and will be null
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and void, Any and all obligations of SFC and the Subsidiaries under and with respect to the Notes,
the Note Indentures and any guarantees or indemnities with respect to the Notes or the Note
Indentures shall be terminated and cancelled on the Plan Implementation Date and shall not
continue beyond the Plan Implementation Date. Notwithstanding the foregoing and anything to
the contrary in the Plan, the Note Indentures shall remain in effect solely for the purpose of and
only to the extent necessary to allow the Trustees to make distributions to Noteholders on the
Initial Distribution Date and, as necessary, each subsequent Distribution Date thereafter, and to
maintain all of the rights and protections afforded to the Trustees as against the Noteholders under
the applicable Note Indentures, including their lien rights with respect to any distributions under
this Plan, until all distributions provided for hereunder have been made to the Noteholders, The
obligations of the Trustees under or in respect of this Plan shall be solely as expressly set out
herein. Without limiting the generality of the releases, injunctions and other protections afforded
to the Trustees under this Plan and the applicable Note Indentures, the Trustees shall have no
liability whatsoever to any Person resulting from the due performance of their obligations
hereunder, except if such Trustee is adjudged by the express terms of a non-appealable judgment
rendered on a final determination on the merits to have committed gross negligence or wilful
misconduct in respect of such matter.

5.10  Assignment of Claims for Distribution Purposes
(@)  Assignment of Claims by Ordinary Affected Creditors

Subject to any restrictions contained in Applicable Laws, an Ordinary Affected Creditor
may transfer or assign the whole of its Affected Claim after the Meeting provided that neither SFC
nor Newco_nor Newco II nor the Monitor nor the Unresolved Claims Escrow Agent shall be
obliged to make distributions to any such transferee or assignee or otherwise deal with such
transferee or assignee as an Ordinary Affected Creditor in respect thereof unless and until actual
notice of the transfer or assignment, together with satisfactory evidence of such transfer or
assignment and such other documentation as SFC and the Monitor may reasonably require, has
been received by SFC and the Monitor on or before the Plan Implementation Date, or such other
date as SFC and the Monitor may agree, failing which the original transferor shall have all
applicable rights as the “Ordinary Affected Creditor” with respect to such Affected Claim as if no
transfer of the Affected Claim had occurred. Thereafter, such transferee or assignee shall, for all
purposes in accordance with this Plan, constitute an Ordinary Affected Creditor and shall be bound
by any and all notices previously given to the transferor or assignor in respect of such Claim. For
greater certainty, SFC shall not recognize partial transfers or assignments of Claims,

(b)  Assignment of Notes

Only those Noteholders who have beneficial ownership of one or more Notes as at the
Distribution Record Date shall be entitled to receive a distribution under this Plan on the Initial
Distribution Date or any Distribution Date. Noteholders who have beneficial ownership of Notes
shall not be restricted from transferring or assigning such Notes prior to or after the Distribution
Record Date (unless the Distribution Record Date is the Plan Implementation Date), provided that
if such transfer or assignment occurs after the Distribution Record Date, neither SFC nor Newco

to make distributions to any such transferee or assignee of Notes in respect of the Claims
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associated therewith, or otherwise deal with such transferee or assignee as an Affected Creditor in
respect thereof. Noteholders who assign or acquire Notes after the Distribution Record Date shall
be wholly responsible for ensuring that Plan distributions in respect of the Claims associated with
such Notes are in fact delivered to the assignee, and the Trustees shall have no liability in
connection therewith,

5.11 Withholding Rights

SFC, Newco, Newco II, the Monitor, the Litigation Trustee, the Unresolved Claims
Escrow Agent and/or any other Person making a payment contemplated herein shall be entitled to
deduct and withhold from any consideration payable to any Person such amounts as it is required
to deduct and withhold with respect to such payment under the Canadian Tax Act, the United
States Internal Revenue Code of 1986 or any provision of federal, provincial, territorial, state,
local or foreign Tax laws, in each case, as amended. To the extent that amounts are so withheld or
deducted, such withheld or deducted amounts shall be treated for all purposes hereof as having
been paid to the Person in respect of which such withholding was made, provided that such
amounts are actually remitted to the appropriate Taxing Authority. To the extent that the amounts
so required or permitted to be deducted or withheld from any payment to a Person exceed the cash
portion of the consideration otherwise payable to that Person: (i) the payor is authorized to sell or
otherwise dispose of such portion of the consideration as is necessary to provide sufficient funds to
enable it to comply with such deduction or withholding requirement or entitlement, and the payor
shall notify the applicable Person thercof and remit to such Person any unapplied balance of the net
proceeds of such sale; or (ii) if such sale is not reasonably possible, the payor shall not be required
to make such excess payment until the Person has directly satisfied any such withholding
obligation and provides evidence thereof to the payor.,

5.12  Fractional Interests

No fractional interests of Newco Shares or Newco Notes (“Fractional Interests”) will be
issued under this Plan. For purposes of calculating the number of Newco Shares and Newco Notes
to be issued by Newco pursuant to this Plan, recipients of Newco Shares or Newco Notes will have
their entitlements adjusted downwards to the nearest whole number of Newco Shares or Newco
Notes, as applicable, to eliminate any such Fractional Interests and no compensation will be given
for the Fractional Interest.

5.13 Further Direction of the Court

The Monitor shall, in its sole disctetion, be entitled to seek further direction of the Court,
including a plan implementation order, with respect to any matter relating to the implementation of
the plan including with respect to the distribution mechanics and restructuring transaction as set
out in Articles 5 and 6 of this Plan.
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ARTICLE 6
RESTRUCTURING TRANSACTION

6.1  Corporate Actions

The adoption, execution, delivery, implementation and consummation of all matters
contemplated under the Plan involving corporate action of SFC will occur and be effective as of
the Plan Implementation Date, other than such matters occurring on the Equity Cancellation Date
which will occur and be effective on such date, and in either case will be authorized and approved
under the Plan and by the Court, where appropriate, as part of the Sanction Order, in all respects
and for all purposes without any requirement of further action by shareholders, Directors or
Officers of SFC. All necessary approvals to take actions shall be deemed to have been obtained
from the directors or the shareholders of SFC, as applicable, including the deemed passing by any
class of shareholders of any resolution or special resolution and no shareholders’ agreement or
agreement between a shareholder and another Person limiting in any way the right to vote shares
held by such shareholder or shareholders with respect to any of the steps contemplated by the Plan
shall be deemed to be effective and shall have no force and effect, provided that, subject to sections
11.6 and 11.7 hereof, where any matter expressly requires the consent or approval of SFC, the
Initial Consenting Noteholders or SFC’s board of directors pursuant to this Plan, such consent or
approval shall not be deemed to be given unless actually given.

6.2  Incorporation of Newco_and Newco [I

(@)  Newco shall be incorporated prior to the Plan Implementation Date. Newco shall
be authorized to issue an unlimited number of Newco Shares and shall have no
restrictions on the number of its shareholders. At the time that Newco is
incorporated, Newco shall issue one Newco Share to the Initial Newco
Shareholder, as the sole shareholder of Newco, and the Initial Newco Shareholder
shall be deemed to hold the Newco Share for the purpose of facilitating the
Restructuring Transaction. For greater certainty, the Initial Newco Shareholder
shall not hold such Newco Share as agent of or for the benefit of SFC, and SFC
shall have no rights in relation to such Newco Share. Newco shall not carry on any
business or issue any other Newco Shares or other securities until the Plan
Implementation Date, and then only in accordance with section 6.4 hereof. The
Initial Newco Shareholder shall be deemed to have no liability whatsoever for any
matter pertaining to its status as the Initial Newco Sharecholder, other than its
obligations under this Plan to act as the Initial Newco Shareholder.

(b} Newco 11 shall be incorporated prior to the Plan Implementation Date as a

whollv—owned subsidiary of Newco The memora ndum and articles of

of Neweo II will consi he same Pe 9_“ appointed a e directors o
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6.3  Incorporation of SFC Escrow Co,

SFC Escrow Co. shall be incorporated prior to the Plan Implementation Date. SFC Escrow
Co. shall be incorporated under the laws of the Cayman Islands, or such other jurisdiction as may
be agreed by SFC, the Monitor and the Initial Consenting Noteholders. The sole director of SFC
Escrow Co. shall be Codan Services (Cayman) Limited, or such other Person as may be agreed by
SFC, the Monitor and the Initial Consenting Noteholders., At the time that SFC Escrow Co. is
incorporated, SFC Escrow Co. shall issue one share (the “SFC Escrow Co. Share™) to SFC, as the
sole shareholder of SFC Escrow Co. and SFC shall be deemed to hold the SFC Escrow Co. Share
for the purpose of facilitating the Restructuring Transaction, SFC Escrow Co. shall have no assets
other than any assets that it is required to hold in escrow pursuant to the terms of this Plan, and it
shall have no liabilities other than its obligations as set forth in this Plan, SFC Escrow Co. shall not
carry on any business or issue any shares or other securities (other than the SFC Escrow Co.
Share). The sole businessactivity and function of SFC Escrow Co. shall be to perform the
obligations of the Unresolved Claims Escrow Agent as set forth in this Plan and to administer
Undeliverable Distributions as set forth in section 5.4 of this Plan. SFC Escrow Co. shall not make
any sale, distribution, transfer or conveyance of any Newco Shares, Newco Notes or any other
assets or property that it holds unless it is directed to do so by an Order of the Court or by a written
direction from the Monitor, in which case SFC Escrow Co. shall promptly comply with such Order
of the Court or such written direction from the Monitor. SFC shall not sell, transfer or convey the
SFC Escrow Co. Share nor effect or cause to be effected any liquidation, dissolution, merger or
other corporate reorganization of SFC Escrow Co. unless it is directed to do so by an Order of the
Court or by a written direction from the Monitor, in which case SFC shall promptly comply with
such Order of the Court or such written direction from the Monitor., SFC Escrow Co. shall not
exercise any voting rights (including any right to vote at a meeting of shareholders or creditors
held or in any written resolution) in respect of Newco Shares or Newco Notes held in the
Unresolved Claims Reserve. SFC Escrow Co. shall not be entitled to receive any compensation
for the performance of its obligations under this Plan.

6.4  Plan Implementation Date Transactions

The following steps and compromises and releases to be effected shall occur, and be
deemed to have occurred in the following manner and order (sequentially, each step occurring five
minutes apart, except that within such order steps (a) to (gf) (Cash Payments) shall occur
simultaneously and steps (ut) to (xw) (Releases) shall occur simultaneously) without any further
act or formality, on the Plan Implementation Date beginning at the Effective Time (or in such other
manner or order or at such other time or times as SFC, the Monitor and the Initial Consenting
Noteholders may agree):

Cash Payments and Satisfaction of Lien Claims
(a) SFC shall pay required funds to the Monitor for the purpose of funding the
Unaffected Claims Reserve, and the Monitor shall hold and administer such funds

in trust for the purpose of paying the Unaffected Claims pursuant to the Plan.

(b)  SFC shall pay the required funds to the Monitor for the purpose of funding the
Administration Charge Reserve, and the Monitor shall hold and administer such
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funds in trust for the purpose of paying Unaffected Claims secured by
Administration Charge.

&WWRWMWWM&MWW&MM
trust-tor-the-purpose-of-paying-the-Uneffected -Claims-secured-by-the-Directors”
Charge-

(e)  €-SFC shall pay the required funds to the Monitor for the purpose of funding the
Monitor’s Post-Implementation Reserve, and the Monitor shall hold and administer
such funds in trust for the purpose of administering SFC, as necessary, from and
after the Plan Implementation Date,

te)—SkC-shall-pay-to-the-Noteheolder-Advisors-and-the-Initinl-Consenting-Noteholders;
as—applicabler—eaeh—sveh—Berson’s-—respestive—portop—eof—theExpense
Reimbursement:

d) {{}JsF;(_; shall pay to the Noteholder Advisers and the Initial Consenting

Ay i

s applicable, each such Person’s res gaum@urilﬁm Of the
) ursement, SFC shall pay all fees and expenses owing to each of

the SFC Advisors, the advisors to the current Board of Directors of SFC, Chandler

Fraser Keating Limited and Spencer Stuart and SFC or any of the Subsidiaries shall

pay all fees and expenses owing to each of Indufor Asia Pacific Limited and

Stewatt Murray (Sinoapore) Pte. Ltd. If requested by the Monitor (with the

nsen f ltll ing N h ers) no more than 10d rior to

in all previous in es rend thea li ePerson Q}FC have

paid, SFC and the Suggigsgrles, as applicable, shall, with respect to the final

X  two invoi ered prior to the Pl lementati ate, pay an
fees an pnses h Persons 11 work including th

Plan Implementation !;ate gmcludmg ang reasonable estxggggg of gork to be

moneta retamers currel held b such P rsons and then by paving an

remaining balance in cash,

If r : itor (with the ¢o Initi onsentin
eholders) prior to the Plan Impleme ion_Dat Person with a
monetary retainer from SFC that remain anding followi he steps and
avmen nd expenses set out j >tion 6 4 h reof shall
SFC in cash the full amg}_um; of such remgmm

rmitt he Moni ith th nt of th itial Con
oteholders and after ri r_discussion ’h he applicable Person as

monetary retainer in connection with completion nyr ining work af’

he Pla lementation Date that m e requested the Monitor SF‘C or

the Initial Consentin oteholde ed h such continuin one r
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such Persons are satisfied that they are holding adequate retainers or other

security or have received payment to compensate them for all fees and
X esin r . of such v tasks, Th Hgation h Persons

¢#)>The Lien Claims shall be satisfied in accordance with section 4.2(c) hereof.

Transaction Steps

(2)

¢h-All acerued and unpaid interest owing on, or in respect of, or as part of, Affected
Creditor Claims (including any Accrued Interest on the Notes and any interest
accruing on the Notes or any Ordinary Affected Creditor Claim after the Filing
Date) shall be fully, finally, irrevocably and forever compromised, released,
discharged, cancelled and barred for no consideration, and from and after the
occurrence of this step, no Person shall have any entitlement to any such accrued
and unpaid interest.

-All of the Affected Creditors shall be deemed to assign, transfer and convey to
Newco all of their Affected Creditor Claims, and from and after the occurrence of
this step, Newco shall be the legal and beneficial owner of all Affected Creditor
Claims. In exchange for the assignment, transfer and conveyance of the Affected
Creditor Claims to Newco:

(i) with respect to Affected Creditor Claims that are Proven Claims at the
Effective Time:

(A)  Newco shall issue to each applicable Affected Creditor the number
of Newco Shares that each such Affected Creditor is entitled to
receive in accordance with section 4.1(a) hereof;

(B)  Newco shall issue to each applicable Affected Creditor the amount
of Newco Notes that each such Affected Creditor is entitled to
receive in accordance with section 4,1(b) hereof;

(C)  Newco shall issue to each of the Early Consent Noteholders the
number of Newco Shares that each such Early Consent Noteholder
is entitled to receive pursuant to section 4.3 hereof;

(D)  such Affected Creditors shall be entitled to receive the Litigation
Trust Interests to be acquired by Newco in section 6.4(¥g) hereof,
following the establishment of the Litigation Trust;

(E)  such Affected Creditors shall be entitled to receive, at the time or
times contemplated in sections 5.5(c) and 5.5(d) hereof, the Newco
Shares, Newco Notes and Litigation Trust Interests that are
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subsequently distributed to (or in the case of Litigation Trust
[nterests registered for the benefit of) Affected Creditors with
Proven Claims pursuant to sections 5.5(c) and 5.5(d) hereof (if

any),

and all such Newco Shares and Newco Notes shall be distributed in the
mannet described in section 5.2 hereof; and

(ii)  with respect to Affected Creditor Claims that are Unresolved Claims as at
the Effective Time, Newco shall issue in the name of the Unresolved
Claims Escrow Agent, for the benefit of the Persons entitled thereto under
the Plan, the Newco Shares and the Newco Notes that would have been
distributed to the applicable Affected Creditors in respect of such
Unresolved Claims if such Unresolved Claims had been Proven Claims at
the Effective Time; such Newco Shares, Newco Notes and Litigation Trust
Interests acquired by Newco in section 6.4(rg) and assigned to and
registered in the name of the Unresolved Claims Escrow Agent in
accordance with section 6.4(sr) shall comprise part of the Unresolved
Claims Reserve and the Unresolved Claims Escrow Agent shall hold all
such Newco Shares, Newco Notes and Litigation Trust Interests in escrow
for the benefit of those Persons entitled to receive distributions thereof
pursuant to the Plan.

() ¢¥-The initial Newco Share in the capital of Newco held by the Initial Newco
Shareholder shall be redeemed and cancelled for no consideration,

1] {e)-SFC shall be deemed to assign, transfer and convey to SFC Barbados those SFC
Intercompany Claims and/or Equity Interests in one or more Direct Subsidiaries as
agreed to by SFC and the Initial Consenting Noteholders prior to the Plan
Implementation Date (the “Barbados Property”) first in full repayment of the
Barbados Loans and second, to the extent the fair market value of the Barbados
Property exceeds the amount owing under the Barbados Loans, as a contribution to
the capital of SFC Barbados by SFC. Immediately after the time of such
assignment, transfer and conveyance, the Barbados Loans shall be considered to be
fully paid by SFC and no longer outstanding.

(k)  -SFC shall be deemed to assign, transfer and convey to Newco all shares and
other Equity Interests (other than the Barbados Property) in the capital of (i) the
Direct Subsidiaries and (ii) any other Subsidiaries that are directly owned by SFC
immediately prior to the Effective Time, other than SFC Escrow Co. (all such
shares and other equity interests being the “Direct Subsidiary Shares”) for a
purchase price equal to the fair market value of the Direct Subsidiary Shares and, in
consideration therefor, Newco shall be deemed to pay to SFC consideration equal
to the fair market value of the Direct Subsidiary Shares, which consideration shall
be comprised of a U.S. dollar denominated demand non-interest-bearing
promissory note issued to SFC by Newco having a principal amount equal to the
fair market value of the Direct Subsidiary Shares (the “Newco Promissory Note
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17). At the time of such assignment, transfer and conveyance, all prior rights that
Newco had to acquire the Direct Subsidiary Shares, under the Plan or otherwise,
shall cease to be outstanding. For greater certainty, SFC shall not assign, transfer or
convey the SFC Escrow Co. Share, and the SFC Escrow Co. Share shall remain the
property of SFC.

[1))] a)-If the Initial Consenting Noteholders and SFC agree prior to the Plan
Implementation Date, there will be a set-off of any SFC Intercompany Claim so
agreed against a Subsidiary Intercompany Claim owing between SFC and the same
Subsidiary. In such case, the amounts will be set-off in repayment of both claims to
the extent of the lesser of the two amounts, and the excess (if any) shall continue as
an SFC Intercompany Claim or a Subsidiary Intercompany Claim, as applicable.

(m) &-SFC shall be deemed to assign, transfer and convey to Newco all SFC
Intercompany Claims (other than the SFC Intercompany Claims transferred to SFC
Barbados in section 6.4(kj) hereof or set-off pursuant to section 6.4(sl) hereof) for
a purchase price equal to the fair market value of such SFC Intercompany Claims
and, in consideration therefor, Newco shall be deemed to pay SFC consideration
equal to the fair market value of the SKFC Intercompany Claims, which
consideration shall be comprised of the following: (i) the assumption by Newco of
all of SFC’s obligations to the Subsidiaries in respect of Subsidiary Intercompany
Claims (other than the Subsidiary Intercompany Claims set-off pursuant to section
6.4(ml) hereof); and (ii) if the fair market value of the transferred SFC
Intercompany Claims exceeds the fair market value of the assumed Subsidiary
Intercompany Claims, Newco shall issue to SFC a U.S. dollar denominated
demand non-interest-bearing promissory note having a principal amount equal to
such excess (the “Newco Promissory Note 27),

(m)  {exSFC shall be deemed to assign, transfer and convey to Newco all other SFC
Assets (namely, all SFC Assets other than the Direct Subsidiary Shares and the
SFC Intercompany Claims (which shall have already been transferred to Newco in
accordance with sections 6.4(1k) and 6.4(am) hereof)), for a purchase price equal to
the fair market value of such other SFC Assets and, in consideration therefor,
Newco shall be deemed to pay to SFC consideration equal to the fair market value
of such other SFC Assets, which consideration shall be comprised of a U.S. dollar
denominated demand non-interest-bearing promissory note issued to SFC by
Newco having a principal amount equal to the fair market value of such other SFC
Assets (the “Newco Promissory Note 37).

(0)  -SFC shall establish the Litigation Trust and shall-eentribute-the-Litigation
Fapding-Aanonntto-the-Litigation-Trustee for-the-benelit-of-the-Litigation-Trast:
Immediatehy-thereafter-SECthe-SubsidiariesSFC and the Trustees (on behalf of
the Noteholders) shall be deemed to convey, transfer and assign to the Litigation
Tlustee all of their respective rights, title and interest in and to the Litigation Trust

Claims. SFC shall adxagg%@ﬁwww%w gk;;; Litigation F Fgg,mmg g;m yunt to
Lwliggatr{yrl Lr s_t e for

WSLegal\@S925000000:A828 3844048 74N O0087\8402645v 1



696

~53.

hich ¢ nce shall be deem reate a non-interest bearing receivable
from the Litigation Trustee in favour of SFC in the amount of the Litigation
Funding Amount (the “Litigation Funding Receivable”), The Litigation
Funding Amount and Litigation Trust Claims shall be managed by the Litigation
Trustee in accordance with the terms and conditions of the Litigation Trust
Agreement.

(p)  €&p-The Litigation Trust shall be deemed to be effective from the time that it is
established in section 6.4(pg) hereof, Initially, all of the Litigation Trust Interests
shall be held by SFC. Immediately thereafter, SFC shall assign, convey and
transfer a portion of the Litigation Trust Interests to the Noteholder Class Action
Claimants in accordance with the allocation set forth in section 4.11 hereof.

(@)  é-SFC shall settle and discharge the Affected Creditor Claims by assigning Newco
Promissory Note 1, Newco Promissory Note 2 and Newco Promissory Note 3
(collectively, the “Newco Promissory Notes”), the Litigation
Receivable and the remaining Litigation Trust Interests held by SFC to Newco.
Such assignment shall constitute payment, by set-off, of the full principal amount
of the Newco Promissory Notes and of a portion of the Affected Creditor Claims
equal to the aggregate principal amount of the Newco Promissory Notes, _the
Litigation Trust Receivable and the fair market value of the Litigation Trust
Interests so transferred (with such payment being allocated first to the Noteholder
Claims and then to the Ordinary Affected Creditor Claims). As a consequence
thereof’

(i) Newco shall be deemed to discharge and release SFC of and from all of
SFC’s obligations to Newco in respect of the Affected Creditor Claims, and
all of Newco’s rights against SFC of any kind in respect of the Affected
Creditor Claims shall thereupon be fully, finally, irrevocably and forever
compromised, released, discharged and cancelled; and

(il)  SFC shall be deemed to discharge and release Newco of and from all of
Newco’s obligations to SFC in respect of the Newco Promissory Notes, and
the Newco Promissory Notes and all of SFC’s rights against Newco in
respect thereof shall thereupon be fully, finally, irrevocably and forever
released, discharged and cancelled.

(r)  ¢s)»-Newco shall cause a portion of the Litigation Trust Interests it acquired in
section 6.4(rq) hereof to be assigned to and registered in the name of the Affected
Creditors with Proven Claims as contemplated in section 6.4(ih), and with respect
to any Affected Creditor Claims that are Unresolved Claims as at the Effective
Time, the remaining Litigation Trust Interests held by Newco that would have been
allocated to the applicable Affected Creditors in respect of such Unresolved Claims
if such Unresolved Claims had been Proven Claims at the Effective Time shall be
assigned and registered by the Litigation Trustee to the Unresolved Claims Escrow
Agent and in the name of the Unresolved Claims Escrow Agent, in escrow for the
benefit of Persons entitled thereto, and such Litigation Trust Interests shall
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comprise part of the Unresolved Claims Reserve. The Litigation Trustee shall
record entitlements to the Litigation Trust Interests in the manner set forth in
section 5.3,

Cancellation of Instruments and Guarantees

6)

Releases

®

¢t)3-Subject to section 5.9 hereof, all debentures, indentures, notes, certificates,
agreements, invoices, guarantees, pledges and other instruments evidencing
Affected Claims, including the Notes and the Note Indentures, will not entitle any
holder thereof to any compensation or participation other than as expressly
provided for in the Plan and shall be cancelled and will thereupon be null and void,
The Trustees shall be directed by the Court and shall be deemed to have released,
discharged and cancelled any guarantees, indemnities, Encumbrances or other
obligations owing by or in respect of any Subsidiary relating to the Notes or the
Note Indentures.

fe>-Each of Newco_and Newco I1 shall be deemed to have no liability or obligation
of any kind whatsoever for; any Claim (including, notwithstanding anything to the
contrary herein, any Unaffected Claim); any Affected Claim (including any
Affected Creditor Claim, Equity Claim, D&O Claim, D&O Indemnity Claim and
Noteholder Class Action Claim); any Section 5.1(2) D&O Claim; any Conspiracy
Claim; any Continuing Other D&O Claim; any Non-Released D&O Claim; any
Class Action Claim; any Class Action Indemnity Claim; any right or claim in
connection with or liability for the Notes or the Note Indentures; any guarantees,
indemnities, share pledges or Encumbrances relating to the Notes or the Note
Indentures; any right or claim in connection with or liability for the Existing Shares
or other Equity Interests or any other securities of SFC; any rights or claims of the
Third Party Defendants relating to SFC or the Subsidiaries; any right or claim in
connection with or liability for the RSA, the Plan, the CCAA Proceedings, the
Restructuring Transaction, the Litigation Trust, the business and affairs of SFC and
the Subsidiaries (whenever or however conducted), the administration and/or
management of SFC and the Subsidiaries, or any public filings, statements,
disclosures or press releases relating to SFC; any right or claim in connection with
or liability for any guaranty, indemnity or claim for contribution in respect of any of
the foregoing; and any Encumbrance in respect of the foregoing, provided only that
Newco shall assume SFC’s obligations to the applicable Subsidiaries in respect of
the Sub31d1a1y Intercompany Clalms pursuant to sectlon 6. 4({%!! !_gggggg an g

hexeof

{w)r-Each of the Charges shall be discharged, released and cancelled.

{#3-The releases and injunctions referred to in Article 7 of the Plan shall become
effective in accordance with the Plan.
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(w)  Ge-Any contract defaults arising as a result of the CCAA Proceedings and/ot the
implementation of the Plan (including, notwithstanding anything to the contrary
herein, any such contract defaults in respect of the Unaffected Claims) shall be
deemed to be cured.

(namely, anv 1ndﬁlltﬁdn§ss0fNewco in rg;g:et of the Sg bsid gg

Intercompany Claims); and (ii ) the issuance to Newco of that number of
common shares in Ne co 11 necessar nsure that the value of th
po 11 nsi i air mark alue of the properties

assets and rights conveyed by Newco to Newco I1 pursuanf to this section

6.5  Cancellation of Existing Shares and Equity Interests

Unless otherwise agreed between the Monitor, SFC and the Initial Consenting
Noteholders, on the Equity Cancellation Date all Existing Shares and Equity Interests shall be
fully, finally and irrevocably cancelled, and the following steps will be implemented pursuant to
the Plan as a plan of reorganization under section 191 of the CBC4, to be effected by articles of
reorganization to be filed by SFC, subject to the receipt of any required approvals from the Ontario
Securities Commission with respect to the trades in securities contemplated by the following:

(a)  SFC will create a new class of common shares to be called Class A common shares
that are equivalent to the current Existing Shares except that they carry two votes
per share;

(by  SFC will amend the share conditions of the Existing Shares to provide that they are
cancellable for no consideration at such time as determined by the board of
directors of SFC;

(c) prior to the cancellation of the Existing Shares, SFC will issue for nominal
consideration one Class A common share of SFC to the SFC Continuing
Shareholder;

(d)  SFC will cancel the Existing Shares for no consideration on the Equity
Cancellation Date; and

WSLegal\e$9250000008283 84104874 \0008 7\ 8402648 v [



699

<56 -

(e) SFC will apply to Canadian securities regulatory authorities for SFC to cease to be
a reporting issuer effective immediately before the Effective Time.

Unless otherwise agreed by SFC, the Monitor and the Initial Consenting Noteholders or as
otherwise directed by Order of the Court, SFC shall maintain its corporate existence at all times
from and after the Plan Implementation Date until the later of the date: (i) on which SFC Escrow
Co. has completed all of its obligations as Unresolved Claims Escrow Agent under this Plan; (if)
on which SFC escrow Co. no longer holds any Undeliverable Distributions delivered to it in
accordance with the section 5.4 hereof; and (iii) as determined by the Litigation Trustee.

6.6  Transfers and Vesting Free and Clear

(a) All of the SFC Assets (including for greater certainty the Direct Subsidiary Shares,
the SFC Intercompany Claims and all other SFC Assets assigned, transferred and
conveyed to Newco and/or Newco I1 pursuant to section 6.4) shall be deemed to
vest absolutely in Newco_or Newco 11, as applicable, free and clear of and from
any and all Charges, Claims (including, notwithstanding anything to the contrary
herein, any Unaffected Claims), D&O Claims, D&O Indemnity Claims, Section
5.1(2) D&O Claims, Conspiracy Claims, Continuing Other D&O Claims,
Non-Released D&O Claims, Affected Claims, Class Action Claims, Class Action
Indemnity Claims, claims or rights of any kind in respect of the Notes or the Note
Indentures, and any right or claim that is based in whole or in part on facts,
underlying transactions, causes of action or events relating to the Restructuring
Transaction, the CCAA Proceedings or any of the foregoing, and any guarantees or
indemnities with respect to any of the foregoing. Any Encumbrances or claims
affecting, attaching to or relating to the SFC Assets in respect of the foregoing shall
be deemed to be irrevocably expunged and discharged as against the SFC Assets,
and no such Encumbrances or claims shall be pursued or enforceable as against
Newco_or Newco II. For greater certainty, with respect to the Subsidiaries,
Greenheart and Greenheart’s direct and indirect subsidiaries: (i) the vesting free
and clear in Newco_and/or Newco II, as applicable, and the expunging and
discharging that occurs by operation of this paragraph shall only apply to SFC’s
ownership interests in the Subsidiaries, Greenheart and Greenheart’s subsidiaries;
and (ii) except as provided for in the Plan (including this section 6.6(a) and sections
4.9(g), 6.4(1k), 6.4(ml) and 6.4(nm) hereof and Article 7 hereof) and the Sanction
Order, the assets, liabilities, business and property of the Subsidiaries, Greenheart
and Greenheart’s direct and indirect subsidiaries shall remain unatfected by the
Restructuring Transaction.

(b)  Any issuance, assignment, transfer or conveyance of any securities, interests,
rights or claims pursuant to the Plan, including the Newco Shares, the Newco
Notes and the Affected Creditor Claims, will be free and clear of and from any
and all Charges, Claims (including, notwithstanding anything to the contrary
herein, any Unaffected Claims), D&O Claims, D&O Indemnity Claims, Affected
Claims, Section 5.1(2) D&O Claims; Conspiracy Claims; Continuing Other D&O
Claims, Non-Released D&O Claims; Class Action Claims, Class Action Indemnity
Claims, claims or rights of any kind in respect of the Notes or the Note Indentures,
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and any right or claim that is based in whole or in part on facts, underlying
transactions, causes of action or events relating to the Restructuring Transaction,
the CCAA Proceedings or any of the foregoing, and any guarantees or indemnities
with respect to any of the foregoing. For greater certainty, with respect to the
Subsidiaries, Greenheart and Greenheart’s direct and indirect subsidiaries: (i) the
vesting free and clear in Newco_and Newco II that occurs by operation of this
paragraph shall only apply to SFC’s direct and indirect ownership interests in the
Subsidiaries, Greenheart and Greenheart’s direct and indirect subsidiaries; and (ii)
except as provided for in the Plan (including section 6.6(a) and sections 4.9(g),
6.4(1k), 6.4(m]) and 6.4(am) hereof and Article 7 hereof) and the Sanction Order,
the assets, liabilities, business and property of the Subsidiaries, Greenheart and
Greenheart’s direct and indirect subsidiaries shall remain unaffected by the
Restructuring Transaction.

ARTICLE 7
RELEASES

7.1 Plan Releases

Subject to 7.2 hereof, all of the following shall be fully, finally, irrevocably and forever
compromised, released, discharged, cancelled and barred on the Plan Implementation Date:

(a)

(®)

(c)

(d)

(e)

all Affected Claims, including all Affected Creditor Claims, Equity Claims, D&O
Claims (other than Section 5.1(2) D&O Claims, Conspiracy Claims, Continuing
Other D&O Claims and Non-Released D&O Claims), D&O Indemnity Claims
(except as set forth in section 7.1(d) hereof) and Noteholder Class Action Claims
(other than the Continuing Notcholder Class Action Claims);

all Claims of the Ontario Securities Commission or any other Governmental Entity
that have or could give rise to a monetary liability, including fines, awards,
penalties, costs, claims for reimbursement or other claims having a monetary value;

all Class Action Claims (including the Noteholder Class Action Claims) against
SFC, the Subsidiaries or the Named Directors or Officers of SFC or the
Subsidiaries (other than Class Action Claims that are Section 5.1(2) D&O Claims,
Conspiracy Claims or Non-Released D&O Claims);

all Class Action Indemnity Claims (including related D&O Indemnity Claims),
other than any Class Action Indemnity Claim by the Third Party Defendants
against SFC in respect of the Indemnified Noteholder Class Action Claims
(including any D&O Indemnity Claim in that respect), which shall be limited to the
Indemnified Noteholder Class Action Limit pursuant to the releases set out in
section 7.1(f) hereof and the injunctions set out in section 7.3 hereof;

any portion or amount of or liability of the Third Party Defendants for the
Indemnified Noteholder Class Action Claims (on a collective, aggregate basis in
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reference to all Indemnified Noteholder Class Action Claims together) that exceeds
the Indemnified Noteholder Class Action Limit;

any portion or amount of, or liability of SFC for, any Class Action Indemnity
Claims by the Third Party Defendants against SFC in respect of the Indemnified
Noteholder Class Action Claims to the extent that such Class Action Indemnity
Claims exceed the Indemnified Noteholder Class Action Limit;

any and all demands, claims, actions, causes of action, counterclaims, suits, debts,
sums of money, accounts, covenants, damages, judgments, orders, including for
injunctive relief or specific performance and compliance orders, expenses,
executions, Encumbrances and other recoveries on account of any liability,
obligation, demand or cause of action of whatever nature which any Person may be
entitled to assert, whether known or unknown, matured or unmatured, direct,
indirect or derivative, foreseen or unforeseen, existing or hereafter arising, against
Newco, Newco 11, the directors and officers of Newco, the directors and officers
of Newco 11, the Noteholders, members of the ad hoc committee of Noteholders,
the Trustees, the Transfer Agent, the Monitor, FTI Consulting Canada Inc., FT1
HK, counsel for the current Directors of SFC, counsel for the Monitor, counsel for
the Trustees, the SFC Advisors, the Noteholder Advisors, and each and every
member (including members of any committee or governance council), partner or
employee of any of the foregoing, for or in connection with or in any way relating
to: any Claims (including, notwithstanding anything to the contrary herein, any
Unaffected Claims); Affected Claims; Section 5.1(2) D&O Claims; Conspiracy
Claims; Continuing Other D&O Claims; Non-Released D&O Claims; Class Action
Claims; Class Action Indemnity Claims; any right or claim in connection with or
liability for the Notes or the Note Indentures; any guarantees, indemnities, claims
for contribution, share pledges or Encumbrances related to the Notes or the Note
Indentures; any right or claim in connection with or liability for the Existing
Shares, Equity Interests or any other securities of SFC; any rights or claims of the
Third Party Defendants relating to SFC or the Subsidiaries;

any and all demands, claims, actions, causes of action, counterclaims, suits, debts,
sums of money, accounts, covenants, damages, judgments, orders, including for
injunctive relief or specific performance and compliance orders, expenses,
executions, Encumbrances and other recoveries on account of any liability,
obligation, demand or cause of action of whatever nature which any Person may be
entitled to assert, whether known or unknown, matured or unmatured, direct,
indirect or derivative, foreseen or unforeseen, existing or hereafter arising, against
Newco, Neweo 11, the directors and officers of Newco, the directors and officers
of Newco II, the Noteholders, members of the ad hoc committee of Noteholders,
the Trustees, the Transfer Agent, the Monitor, FTI Consulting Canada Inc,, FTI
HK, the Named Directors and Officers, counsel for the current Directors of SFC,
counsel for the Monitor, counsel for the Trustees, the SFC Advisors, the
Noteholder Advisors, and each and every member (including members of any
committee or governance council), pariner or employee of any of the foregoing,
based in whole or in part on any act, omission, transaction, duty, responsibility,
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indebtedness, liability, obligation, dealing or other occurrence existing or taking
place on or prior to the Plan Implementation Date (or, with respect to actions taken
pursuant to the Plan after the Plan Implementation Date, the date of such actions) in
any way relating to, arising out of, leading up to, for, or in connection with the
CCAA Proceeding, RSA, the Restructuring Transaction, the Plan, any proceedings
commenced with respect to or in connection with the Plan, or the transactions
contemplated by the RSA and the Plan, including the creation of Newco_and/or
Newco II and the creation, issuance or distribution of the Newco Shares, the
Newco Notes, the Litigation Trust or the Litigation Trust Interests, provided that
nothing in this paragraph shall release or discharge any of the Persons listed in this
paragraph from or in respect of any obligations any of them may have under or in
respect of the RSA, the Plan or under or in respect of any of Newco, Newco 11, the
Newco Shares, the Newco Notes, the Litigation Trust or the Litigation Trust
Interests, as the case may be;

(i) any and all demands, claims, actions, causes of action, counterclaims, suits, debts,
sums of money, accounts, covenants, damages, judgments, orders, including for
injunctive relief or specific performance and compliance orders, expenses,
executions, Encumbrances and other recoveries on account of any liability,
obligation, demand or cause of action of whatever nature which any Person may be
entitled to assert, whether known or unknown, matured or unmatured, direct,
indirect or derivative, foreseen or unforeseen, existing or hereafter arising, against
the Subsidiaries for or in connection with any Claim (including, notwithstanding
anything to the contrary herein, any Unaffected Claim); any Affected Claim
(including any Affected Creditor Claim, Equity Claim, D&O Claim, D&O
Indemnity Claim and Noteholder Class Action Claim); any Section 5.1(2) D&O
Claim; any Conspiracy Claim; any Continuing Other D&O Claim; any
Non-Released D&O Claim; any Class Action Claim; any Class Action Indemnity
Claim; any right or claim in connection with or liability for the Notes or the Note
Indentures; any guarantees, indemnities, share pledges or Encumbrances relating to
the Notes or the Note Indentures; any right or claim in connection with or liability
for the Existing Shares, Equity Interests or any other securities of SFC; any rights
or claims of the Third Party Defendants relating to SFC or the Subsidiaries; any
right or claim in connection with or liability for the RSA, the Plan, the CCAA
Proceedings, the Restructuring Transaction, the Litigation Trust, the business and
affairs of SFC and the Subsidiaries (whenever or however conducted), the
administration and/or management of SFC and the Subsidiaries, or any public
filings, statements, disclosures or press releases relating to SFC; any right or claim
in connection with or liability for any indemnification obligation to Directors or
Officers of SFC or the Subsidiaries pertaining to SFC, the Notes, the Note
Indentures, the Existing Shares, the Equity Interests, any other securities of SFC or
any other right, claim or liability for or in connection with the RSA, the Plan, the
CCAA Proceedings, the Restructuring Transaction, the Litigation Trust, the
business and affairs of SFC (whenever or however conducted), the administration
and/or management of SFC, or any public filings, statements, disclosures or press
releases relating to SFC; any right or claim in connection with or liability for any
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guaranty, indemnity or claim for contribution in respect of any of the foregoing;
and any Encumbrance in respect of the foregoing; and

all Subsidiary Intercompany Claims as against SFC (which are assumed by Newco
and then Newco II pursuant to the Plan).

7.2 Claims Not Released

Notwithstanding anything to the contrary in section 7.1 hereof, nothing in this Plan

shall waive, compromise, release, discharge, cancel or bar any of the following:

(@)
(b)

(©)

(d)

(e)

()

SFC of its obligations under the Plan and the Sanction Order;

SFEC from or in respect of any Unaffected Claims (provided that recourse against
SFC in respect of Unaffected Claims shall be limited in the manner set out in
section 4.2 hereof);

any Directors or Officers of SFC or the Subsidiaries from any Non-Released D&O
Claims, Conspiracy Claims or any Section 5.1(2) D&O Claims, provided that
recourse against the Named Directors or Officers of SFC in respect of any Section
5.1(2) D&O Claims and any Conspiracy Claims shall be limited in the manner set
out in section 4.9(e) hereof;

any Other Directors and/or Officers from any Continuing Other D&O Claims,
provided that recourse against the Other Directors and/or Officers in respect of the
Indemnified Noteholder Class Action Claims shall be limited in the manner set out
in section 4.4(b)(i) hereof;

the Third Party Defendants from any claim, liability or obligation of whatever
nature for or in connection with the Class Action Claims, provided that the
maximum aggregate liability of the Third Party Defendants collectively in respect
of the Indemnified Noteholder Class Action Claims shall be limited to the
Indemnified Noteholder Class Action Limit pursuant to section 4.4(b)(i) hercof and
the releases set out in section 7.1(e) hereof and the injunctions set out in section 7.3
hereof;

Newco 1L from any liability to the applicable Subsidiaries in respect of the
Subsidiary Intercompany Claims assumed by Newco ILpursuant to section 6.4(ax)
hereof;

the Subsidiaries from any liability to Newco_II in respect of the SFC Intercompany
Claims conveyed to Newco LI pursuant to section 6,4(mx) hereof

SFC of or from any investigations by or non-monetary remedies of the Ontario
Securities Commission, provided that, for greater certainty, all monetary rights,
claims or remedies of the Ontario Securities Commission against SFC shall be
treated as Affected Creditor Claims in the manner described in section 4.1 hereof
and released pursuant to section 7.1(b) hereof;
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i) the Subsidiaries from their respective indemnification obligations (if any) to
Directors or Officers of the Subsidiaries that relate to the ordinary course
operations of the Subsidiaries and that have no connection with any of the matters
listed in section 7.1(g) hereof;

)] SFC or the Directors and Officers from any Insured Claims, provided that recovery
for Insured Claims shall be irrevocably limited to recovery solely from the
proceeds of Insurance Policies paid or payable on behalf of SFC or its Directors and
Officers in the manner set forth in section 2.4 hereof;

k) insurers from their obligations under insurance policies; and
)] any Released Party for fraud or criminal conduct.
7.3  Injunctions

All Persons are permanently and forever barred, estopped, stayed and enjoined, on and
after the Effective Time, with respect to any and all Released Claims, from (i) commencing,
conducting or continuing in any manner, directly or indirectly, any action, suits, demands or other
proceedings of any nature or kind whatsoever (including, without limitation, any proceeding in a
judicial, arbitral, administrative or other forum) against the Released Parties; (ii) enforcing,
levying, attaching, collecting or otherwise recovering or enforcing by any manner or means,
directly or indirectly, any judgment, award, decree or order against the Released Parties or their
property; (iii) commencing, conducting or continuing in any manner, directly or indirectly, any
action, suits or demands, including without limitation, by way of contribution or indemnity or
other relief, in common law, or in equity, breach of trust or breach of fiduciary duty or under the
provisions of any statute or regulation, or other proceedings of any nature or kind whatsoever
(including, without limitation, any proceeding in a judicial, arbitral, administrative or other forum)
against any Person who makes such a claim or might reasonably be expected to make such a claim,
in any manner or forum, against one or more of the Released Parties; (iv) creating, perfecting,
asserting or otherwise enforcing, directly or indirectly, any lien or encumbrance of any kind
against the Released Parties or their property; or (v) taking any actions to interfere with the
implementation or consummation of this Plan; provided, however, that the foregoing shall not
apply to the enforcement of any obligations under the Plan.

7.4  Timing of Releases and Injunctions

All releases and injunctions set forth in this Article 7 shall become effective on the Plan
Implementation Date at the time or times and in the manner set forth in section 6.4 hereof.

7.5  Equity Class Action Claims Against the Third Party Defendants

Notwithstanding anything to the contrary in this Plan, any Class Action Claim against the
Third Party Defendants that relates to the purchase, sale or ownership of Existing Shares or Equity
Interests: (a) is unaftected by this Plan; (b) is not discharged, released, cancelled or barred pursuant
to this Plan; (¢) shall be permitted to continue as against the Third Party Defendants; (d) shall not
be limited or restricted by this Plan in any manner as to quantum or otherwise (including any
collection or recovery for any such Class Action Claim that relates to any liability of the Third
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Party Defendants for any alleged liability of SFC); and (e) does not constitute an Equity Claim or
an Affected Claim under this Plan.

ARTICLE 8
COURT SANCTION

8.1  Application for Sanction Order

If the Plan is approved by the Required Majority, SFC shall apply for the Sanction Order
on or before the date set for the hearing of the Sanction Order or such later date as the Court may

set.

8.2 Sanction Order

The Sanction Order shall, among other things:

(@)

(b)

©

(d)

©

)

declare that: (i) the Plan has been approved by the Required Majority in conformity
with the CCAA,; (ii) the activities of SFC have been in reasonable compliance with
the provisions of the CCAA and the Orders of the Court made in this CCAA
Proceeding in all respects; (iii) the Court is satisfied that SFC has not done or
purported to do anything that is not authorized by the CCAA; and (iv) the Plan and
the transactions contemplated thereby are fair and reasonable;

declare that the Plan and all associated steps, compromises, releases, discharges,
cancellations, transactions, arrangements and reorganizations effected thereby are
approved, binding and effective as herein set out as of the Plan Implementation
Date;

confirm the amount of each of the Unaffected Claims Reserve, the Administration

Charge Reservey—the—Bireetors—Charge—Reserve and the Monitor’s

Post-Implementation Reserve;

declare that, on the Plan Implementation Date, all Affected Claims shall be fully,
finally, irrevocably and forever compromised, released, discharged, cancelled and
barred, subject only to the right of the applicable Persons to receive the
distributions to which they are entitled pursuant to the Plan;

declare that, on the Plan Implementation Date, the ability of any Person to proceed
against SFC or the Subsidiaries in respect of any Released Claims shall be forever
discharged and restrained, and all proceedings with respect to, in connection with
or relating to any such matter shall be permanently stayed;

declare that the steps to be taken, the matters that are deemed to occur and the
compromises and releases to be effective on the Plan Implementation Date are
deemed to occur and be effected in the sequential order contemplated by section
6.4, beginning at the Effective Time;
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declare that, on the Plan Implementation Date, the SFC Assets vest absolutely in
Newco_an in_accor ith section eof, the SFC A

ransferred Newco to Newco 11 vest absolutely i o Il, in ea ase in
accordance with the terms of section 6.6(a) hereof;

confirm that the Court was satisfied that: (i) the hearing of the Sanction Order was
open to all of the Affected Creditors and all other Persons with an interest in SFC
and that such Affected Creditors and other Persons were permitted to be heard at
the hearing in respect of the Sanction Order; (ii) prior to the hearing, all of the
Affected Creditors and all other Persons on the service list in respect of the CCAA
Proceeding were given adequate notice thereof;

provide that the Court was advised prior to the hearing in respect of the Sanction
Order that the Sanction Order will be relied upon by SFC and Newco as an approval
of the Plan for the purpose of relying on the exemption from the registration
requirements of the United States Securities Act of 1933, as amended, pursuant to
Section 3(a)(10) thereof for the issuance of the Newco Shares, Newco Notes and, to
the extent they may be deemed to be securities, the Litigation Trust Interests, and
any other securities to be issued pursuant to the Plan;

declare that all obligations, agreements or leases to which (i) SFC remains a party
on the Plan Implementation Date, or (ii) Newco and/or Newco II becomes a party
as a result of the conveyance of the SFC Assets to Newco_and the further
conveyance of the SFC Assets to Newco II on the Plan Implementation Date,
shall be and remain in full force and effect, unamended, as at the Plan
Implementation Date and no party to any such obligation or agreement shall on or
following the Plan Implementation Date, accelerate, terminate, refuse to renew,
rescind, refuse to perform or otherwise disclaim or resiliate its obligations
thereunder, or enforce or exercise (or purport to enforce or exercise) any right or
remedy under or in respect of any such obligation or agreement, by reason:

() of any event which occurred prior to, and not continuing after, the Plan
Implementation Date, or which is or continues to be suspended or waived
under the Plan, which would have entitled any other party thereto to enforce
those rights or remedies;

(ii)  that SFC sought or obtained relief or has taken steps as part of the Plan or
under the CCAA;

(ili)  of any default or event of default arising as a result of the financial
condition or insolvency of SFC;

(iv)  of the completion of any of the transactions contemplated under the Plan,
including the transfer, conveyance and assignment of the SFC Assets to
Newco_and th r_transfer, con nd assignm

SFC Assets by Newco to Neweo 11; or
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(v)  of any compromises, settlements, restructurings, recapitalizations or
reorganizations effected pursuant to the Plan;

(k)  stay the commencing, taking, applying for or issuing or continuing any and all steps
or proceedings, including without limitation, administrative hearings and orders,
declarations or assessments, commenced, taken or proceeded with or that may be
commenced, taken or proceed with to advance any Released Claims;

Q) declare that in no circumstances will the Monitor have any liability for any of SFC's
tax liability regardless of how or when such liability may have arisen;

(m) authorize the Monitor to perform its functions and fulfil its obligations under the
Plan to facilitate the implementation of the Plan;

(n) direct and deem the Trustees to release, discharge and cancel any guarantees,
indemnities, Encumbrances or other obligations owing by or in respect of any
Subsidiary relating to the Notes or the Note Indentures;

(0) declare that upon completion by the Monitor of its duties in respect of SFC
pursuant to the CCAA and the Orders, the Monitor may file with the Court a
certificate of Plan Implementation stating that all of its duties in respect of SFC
pursuant to the CCAA and the Orders have been completed and thereupon, FTI
Consulting Canada Inc. shall be deemed to be discharged from its duties as Monitor
and released of all claims relating to its activities as Monitor; and

(p)  declare that, on the Plan Implementation Date, each of the Charges shall be
discharged, released and cancelled, and that any obligations secured thereby shall
satisfied pursuant to section 4.2(b) hereof, and that from and after the Plan
Implementation Dates{#} the Administration Charge Reserve shall stand in place of
the Administration Charge as seournty for the paymem of any amounts seculed by

the Administration Charge
ﬁim@ of the »I)uec,,tor%w(]lmm MM&S%}HW f{}iu%hw&ymeﬁ%eﬁaﬁy amo&mt»& we»m@d

nplen 7 Plan _Re ¢ v _third party professional services
ider (other than i 1) tha g 250 000 lon in a series of
ayments ithout the prior consent of the Initial i
Noteholders or an Or: h rt;

(r)  ¢g-declare that SFC and the Monitor may apply to the Court for advice and
direction in respect of any matters arising from or under the Plan;

(s)  ¢»)rdeclare that, subject to the due performance of its obligations as set forth in the
Plan and subject to its compliance with any written directions or instructions of the
Monitor and/or directions of the Court in the manner set forth in the Plan, SFC
Escrow Co. shall have no liabilities whatsoever arising from the performance of its
obligations under the Plan;
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r and declare that ons with Unresol It 'ms : ave standin
in any pro inginr f the ination or fan 1
laim and that Goodmans LLP (in its C city_as counse] to the Imtnl

of the Imtl lCon entm Noth older m hen* ca .a,cl asAffected Credltor

with Proven Claims);
u rder and declare that, from and after n Implel i te, Newco
ill be erml in_its sole discretion and on rms le cO
for th rpose of providin itional financin itigcation Trus
including the provision of such addgtxgnal amounts as a non-interest bearing
loan Litigation Trust thy le to N n_similar terms an
conditions itigation Fun i Receivable'

{v) order and declare that: (i) subject to the prior consent of the Initial
C i otecholders, each of the Monitor an e Litigation Trustee
have the right fo ain_an_order from_anv court of competent
jurisdiction, including an Qr of the Court in the CC r otherwise, that
i ny releas Litigation Tru lai agr 0 h
Litigation Trustee in accordance with the Litigation Trust Agreement, and (ii

rordance with this ion 8.2 1 Affec _reditors shall m
to_consen any such rele i such proceedin

(w)  {s)order that releases and injunctions set forth in Article 7 of this Plan are effective
on the Plan Implementation Date at the time or times and in the manner set forth in
section 6.4 hereof; and

(x)  &-declare that section 95 to 101 of the BIA shall not apply to any of the
transactions implemented pursuant to the Plan

If ggreed bx SEC, the Momggg gmd the Initial g;g senting §0teholder§2 any of the rehef to be

Ln atmn Trust m mstead be included i arate Order ofthe Ceur ¢ or to
the Monitor and the Initial Consenti older; an ior to the Pla

Implementation Date.

ARTICLE 9
CONDITIONS PRECEDENT AND IMPLEMENTATION

9.1 Conditions Precedent to Implementation of the Plan

The implementation of the Plan shall be conditional upon satisfaction or waiver of the
following conditions prior to or at the Effective Time, each of which is for the benefit of SFC and
the Initial Consenting Noteholders and may be waived only by SFC and the Initial Consenting
Noteholders collectively; provided, however, that the conditions in sub-paragraphs (g), (h), (yn),
(ee0), (q). (1), (u), (z), (D), (gg), (mm), (11);-¢kkd and (mnn) shall only be for the benefit of the

Initial Consenting Noteholders and, if not satisfied on or prior to the Effective Time, may be
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waived only by the Initial Consenting Noteholders; and provided further that such conditions shall
not be enforceable by SFC if any failure to satisfy such conditions results from an action, error,
omission by or within the control of SFC and such conditions shall not be enforceable by the Initial
Consenting Noteholders if any failure to satisfy such conditions results from an action, error,
omission by or within the control of the Initial Consenting Notcholders:

Plan Approval Matters

(a)  the Plan shall have been approved by the Required Majority and the Court, and in
cach case the Plan shall have been approved in a form consistent with the RSA or
otherwise acceptable to SFC and the Initial Consenting Noteholders, each acting
reasonably;

(b)  the Sanction Order shall have been made and shall be in full force and effect prior
to December 17, 2012 (or such later date as may be consented to by SFC and the
Initial Consenting Noteholders), and all applicable appeal periods in respect thereof
shall have expired and any appeals therefrom shall have been disposed of by the
applicable appellate court;

() the Sanction Order shall be in a form consistent with the Plan or otherwise
acceptable to SFC and the Initial Consenting Noteholders, each acting reasonably;

(d)  all filings under Applicable Laws that are required in connection with the
Restructuring Transaction shall have been made and any regulatory consents or
approvals that are required in connection with the Restructuring Transaction shall
have been obtained and, in the casc of waiting or suspensory periods, such waiting
or suspensory periods shall have expired or been terminated; without limiting the
generality of the foregoing, such filings and regulatory consents or approvals
include:

H any required filings, consents and approvals of securities regulatory
authorities in Canada;

(i)  a consultation with the Executive of the Hong Kong Securities and Futures
Commission that is satisfactory to SFC, the Monitor and the Initial
Consenting Noteholders confirming that implementation of the
Restructuring Transaction will not result in an obligation arising for Newco,
its shareholders, Newco II or any Subsidiary to make a mandatory offer to
acquire shares of Greenheart;

(iiiy  the submission by SFC and each applicable Subsidiary of a Circular 698 tax
filing with all appropriate tax authorities in the PRC within the requisite
time prior to the Plan Implementation Date, such filings to be in form and
substance satisfactory to the Initial Consenting Noteholders; and

(iv)y  if notification is necessary or desirable under the Antimonopoly Law of

People's Republic of China and its implementation rules, the submission of
all antitrust filings considered necessary or prudent by the Initial
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Consenting Noteholders and the acceptance and (to the extent required)
approval thereof by the competent Chinese authority, each such filing to be
in form and substance satisfactory to the Initial Consenting Noteholders;

(e) there shall not be in effect any preliminary or final decision, order or decree by a
Governmental Entity, no application shall have been made to any Governmental
Entity, and no action or investigation shall have been announced, threatened or
commenced by any Governmental Entity, in consequence of or in connection with
the Restructuring Transaction that restrains, impedes or prohibits (or if granted
could reasonably be expected to restrain, impede or prohibit) the Restructuring
Transaction or any material part thereof or requires or purports to require a
variation of the Restructuring Transaction, and SFC shall have provided the Initial
Consenting Noteholders with a certificate signed by an officer of SFC, without
personal liability on the part of such officer, certifying compliance with this Section
9.1(e) as of the Plan Implementation Date;

Newco_and Newceo II Matters

() the organization, incorporating documents, articles, by-laws and other constating
documents of Newco_and Newco II (including any sharcholders agreement,
shareholder rights plan and classes of shares (voting and non-voting)) and any
affiliated or related entities formed in connection with the Restructuring
Transaction or the Plan, and all definitive legal documentation in connection with
all of the foregoing, shall be acceptable to the Initial Consenting Noteholders and in
form and in substance reasonably satisfactory to SFC;

(g)  the composition of the board of directors of Newco and Newco II and the senior
management and officers of Newco_and Newco II that will assume office, or that
will continue in office, as applicable, on the Plan Implementation Date shall be
acceptable to the Initial Consenting Noteholders;

(h)  the terms of employment of the senior management and officers of Newco_and
Newco 11 shall be acceptable to the Initial Consenting Noteholders;

() except as expressly set out in this Plan, neither Newco_por Neweco Il shall-net
have: (i) issued or authorized the issuance of any shares, notes, options, warrants or
other securities of any kind, (ii) become subject to any Encumbrance with respect
to its assets or property; (iii) become liable to pay any indebtedness or liability of
any kind (other than as expressly set out in section 6.4 hercof); or (iv) entered into
any Material agreement;

) any securities that are formed in connection with the Plan, including the Newco
Shares and the Newco Notes, when issued and delivered pursuant to the Plan, shall
be duly authorized, validly issued and fully paid and non-assessable and the
issuance and distribution thereof shall be exempt from all prospectus and
registration requirements of any applicable securities, corporate or other law,
statute, order, decree, consent decree, judgment, rule, regulation, ordinance, notice,
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policy or other pronouncement having the effect of law applicable in the provinces
of Canada;

Neweco shall not be a reporting issuer (or equivalent) in any province of Canada or
any other jurisdiction;

all of the steps, terms, transactions and documents relating to the conveyance of the
SFC Assets to Newco_and the further nce of the SFC Assets

to Newco Il in accordance with the Plan shall be in form and in substance
acceptable to SFC and the Initial Consenting Noteholders;

all of the following shall be in form and in substance acceptable to the Initial
Consenting Noteholders and reasonably satisfactory to SFC: (i) the Newco Shares;
(ii) the Newco Notes (including the aggregate principal amount of the Newco
Notes); (iii) any trust indenture or other document governing the terms of the
Newco Notes; and (iv) the number of Newco Shares and Newco Notes to be issued
in accordance with this Plan;

Plan Matters

()

(0)

)

(@

the Indemnified Noteholder Class Action Limit shall be acceptable to-SEG—the
Meniter-and the Initial Consenting Noteholders;

the aggregate amount of the Proven Claims held by Ordinary Affected Creditors
shall be acceptable to S¥FGy-the-Meniter-anrd-the Initial Consenting Noteholders;

the amount of each of the Unaffected Claims Reserve;_and the Administration
Charge Reserve;—the- wmié)ﬁ@e»tow—éhafg&mR@aeW@mwand——ﬁaem%%ﬁ itors
Post-Implementation—Reserve shall, in each case, be acceptable to SFC, the
Monitor and the Initial Consenting Noteholders;

the & ding-Ameuntamount of the Monitor’s gggt-lmglemenggpgn

ggggggg an bg_! the amount of any Permitted Continuing Retainers shall be
acceptable to SEC;-the-Menitorthe Inmgl Consenting Notehgldersa and the Imtla
Consentmg Noteholders;_shall i hat all ndm mon

¢-the amount of each of the following shall be acceptable to SFC, the Monitor and
the Initial Consenting Noteholders: (i) the aggregate amount of Lien Claims to be
satisfied by the return to the applicable Lien Claimants of the applicable secured
property in accordance with section 4.2(c)(i) hereof; and (ii) the aggregate amount
of Lien Claims to be repaid in cash on the Plan Implementation Date in accordance
with section 4.2(¢c)(ii) hereof;
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) {s)-the aggregate amount of Unaffected Claims, and the aggregate amount of the
Claims listed in each subparagraph of the definition of “Unaffected Claims” shall,
in each case, be acceptable to SFC, the Monitor and the Initial Consenting
Noteholders;

(u)  ¢t)-the aggregate amount of Unresolved Claims and the amount of the Unresolved
Claims Reserve shall, in each case, be acceptable to SEGthe-Menitorand-the
Initial Consenting Noteholders and shall be confirmed in the Sanction Order;

{v)  @w-Litigation Trust and the Litigation Trust Agreement shall be in form and in
substance acceptable to SFC and the Initial Consenting Noteholders, each acting
reasonably, and the Litigation Trust shall be established in a jurisdiction that is
acceptable to the Initial Consenting Noteholders and SFC, each acting reasonably;

(w) G9-SFC, the Monitor and the Initial Consenting Noteholders, each acting
reasonably, shall be satisfied with the proposed use of proceeds and payments
relating to all aspects of the Restructuring Transaction and the Plan, including,
without limitation, any change of control payments, consent fees, transaction fees,
third party fees or termination or severance payments, in the aggregate of $500,000
or more, payable by SFC or any Subsidiary to any Person (other than a
Governmental Entity) in respect of or in connection with the Restructuring
Transaction or the Plan, including without limitation, pursuant to any employment
agreement or incentive plan of SFC or any Subsidiary;

x)  6w-SFC, the Monitor and the Initial Consenting Noteholders, each acting
reasonably, shall be satisfied with the status and composition of all liabilities,
indebtedness and obligations of the Subsidiaries and all releases of the Subsidiaries
provided for in the Plan and the Sanction Order shall be binding and effective as of
the Plan Implementation Date;

Plan Implementation Date Matters

() Go-the steps required to complete and implement the Plan shall be in form and in
substance satisfactory to SFC and the Initial Consenting Noteholders;

(z)  {y)-the Noteholders and the Early Consent Noteholders shall receive, on the Plan
Implementation Date, all of the consideration to be distributed to them pursuant to
the Plan;

(aa) ¢rall of the following shall be in form and in substance satisfactory to SFC and the
Initial Consenting Noteholders: (i) all materials filed by SFC with the Court or any
court of competent jurisdiction in the United States, Canada, Hong Kong, the PRC
or any other jurisdiction that relates to the Restructuring Transaction; (ii) the terms
of any court-imposed charges on any of the assets, property or undertaking of any
of SFC, including without limitation any of the Charges; (iii) the Initial Order; (iv)
the Claims Procedure Order; (v) the Meeting Order; (vi) the Sanction Order; (vii)
any other Order granted in connection with the CCAA Proceeding or the
Restructuring Transaction by the Court or any other court of competent jurisdiction
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in Canada, the United States, Hong Kong, the PRC or any other jurisdiction; and
(viii) the Plan (as it is approved by the Required Majority and the Sanction Order);

(bb) (nay-any and all court-imposed charges on any assets, property or undertaking of
SFC, including the Charges, shall be discharged on the Plan Implementation Date
on terms acceptable to the Initial Consenting Noteholders and SFC, each acting
reasonably;

{ec}  ¢bb)-SFC shall have paid, in full, the Expense Reimbursement and all fees and costs
owing to the SFC Advisors on the Plan Implementation Date, and neither Newco
nor Newco IT shall have neany liability for any fees or expenses due to the SFC
Advisors or the Noteholder Advisors either as at or following the Plan
Implementation Date;

(dd) ¢ee)-SFC or the Subsidiaries shall have paid, in full all fees owing to each of
Chandler Fraser Keating Limited and Spencer Stuart on the Plan Implementation
Date, and neither Newco_nor Newco 1I shall have noany liability for any fees or
expenses due to either Chandler Fraser Keating Limited and Spencer Stuart as at or
following the Plan Implementation Date;

{ee) €d-SFC shall have paid all Trustee Claims that are outstanding as of the Plan
Implementation Date, and the Initial Consenting Noteholders shall be satisfied that
SFC has made adequate provision in the Unaffected Claims Reserve for the
payment of all Trustee Claims to be incurred by the Trustees after the Plan
Implementation Date in connection with the performance of their respective duties
under the Note Indentures or this Plan;

(ff)  (ee)-there shall not exist or have occurred any Material Adverse Effect, and SFC
shall have provided the Initial Consenting Noteholders with a certificate signed by
an officer of the Company, without any personal liability on the part of such officer,
certifying compliance with this section 9.1(eeff) as of the Plan Implementation
Date;

(gg) H-there shall have been no breach of the Noteholder Confidentiality Agreements
(as defined in the RSA) by the—CempanySFC or any of the Sino-Forest
Representatives (as defined therein) in respect of the applicable Initial Consenting
Noteholder;

(hh) {gg)-the Plan Implementation Date shall have occurred no later than January 15,
2013 (or such later date as may be consented to by SFC and the Initial Consenting
Noteholders);

RSA Matters

(ii)  ¢hh)all conditions set out in sections 6 and 7 of the RSA shall have been satisfied or
waived in accordance with the terms of the RSA;

(i)  €B-the RSA shall not have been terminated;
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Other Matters

(kk} @—the organization, incorporating documents, articles, by-laws and other
constating documents of SFC Escrow Co, and all definitive legal documentation in
connection with SFC Escrow Co., shall be acceptable to the Initial Consenting
Noteholders and the Monitor and in form and in substance reasonably satisfactory
to SFC;

an  dedo-except as expressly set out in this Plan, SFC Escrow Co. shall not have: (i)
issued or authorized the issuance of any shares, notes, options, warrants or other
securities of any kind, (ii) become subject to any Encumbrance with respect to its
assets or property; (iii) acquired any assets or become liable to pay any
indebtedness or liability of any kind (other than as expressly set out in this Plan); or
(iv) entered into any agreement;

(mm) ¢h-the Initial Consenting Noteholders shall have completed due diligence in
respect of SFC and the Subsidiaries and the results of such due diligence shal be

of the Sanction Order,_except in respect of any new material mfgg@gg;gn or
events arising or discovered on or after the date of the hgg' gjgg for the

Sanction Order of which the Initi nsentin holders reviousl

una'sf(»’are2 ig resgect of whlch the gg;g 1gr ;he Initial Consentigg Noteholders

p_ro lde that h materlal mformatlon or_ for purpose of ﬂll§

th ate of he h rin for h ction Ord r in a press re e 1ssued h

Monitor’s Report filed with

(nn) ¢mm-if so requested by the Initial Consenting Noteholders, the Sanction Order
shall have been recognized and confirmed as binding and effective pursuant to an
order of a court of competent jurisdiction in Canada, the United States, and any
other jurisdiction requested by the Initial Consenting Noteholders, and all
applicable appeal periods in respect of any such recognition order shall have
expired and any appeals therefrom shall have been disposed of by the applicable
appellate court;

(00} {nn)all pross releases, disclosure documents and definitive agreements in respect of
the Restructuring Transaction or the Plan shall be in form and substance
satisfactory to SFC and the Initial Consenting Noteholders, each acting reasonably;
and

(pp) {ee}Newco and SFC shall have entered into arrangements reasonably satisfactory
to SFC and the Initial Consenting Noteholders for ongoing preservation and access
to the books and records of SFC and the Subsidiaries in existence as at the Plan
Implementation Date, as such access may be reasonably requested by SFC or any
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Director or Officer in the future in connection with any administrative or legal
proceeding, in each such case at the expense of the Person making such request.

9.2 Monitor’s Certificate

Upon, delivery of written notice from SFC and Goodmans LLP (on behalf of the Initial
Consenting Noteholders) of the satisfaction of the conditions set out in section 9.1, the Monitor
shall deliver to Goodmans LLP and SFC a certificate stating that the Plan Implementation Date has
occurred and that the Plan and the Sanction Order are effective in accordance with their respective
terms. Following the Plan Implementation Date, the Monitor shall file such certificate with the
Court.

ARTICLE 10
ALTERNATIVE SALE TRANSACTION

10.1  Alternative Sale Transaction

At any time prior to the Plan Implementation Date (whether prior to or after the granting of
the Sanction Order), and subject to the prior written consent of the Initial Consenting Noteholders,
SFC may complete a sale of all or substantially all of the SFC Assets on terms that are acceptable
to the Initial Consenting Noteholders (an “Alternative Sale Transaction”), provided that such
Alternative Sale Transaction has been approved by the Court pursuant to section 36 of the CCAA
on notice to the service list. In the event that such an Alternative Sale Transaction is completed,
the terms and conditions of this Plan shall continue to apply in all respects, subject to the
following:

(a)  The Newco Shares and Newco Notes shall not be distributed in the manner
contemplated herein. Instead, the consideration paid or payable to SFC pursuant to
the Alternative Sale Transaction (the “Alternative Sale Transaction
Consideration”) shall be distributed to the Persons entitled to receive Newco
Shares hercunder, and such Persons shall receive the Alternative Sale Transaction
Consideration in the same proportions and subject to the same terms and conditions
as are applicable to the distribution of Newco Shares hereunder.

(b) All provisions in this Plan that address Newco or Newco 11 shall be deemed to be
ineffective to the extent that they address Newco_or Neweo I1, given that Newco
and Newco II will not be required in connection with an Alternative Sale
Transaction.

() All provisions addressing the Newco Notes shall be deemed to be ineffective to the
extent such provisions address the Newco Notes, given that the Newco Notes will
not be required in connection with an Alternative Sale Transaction.

(d)  All provisions relating to the Newco Shares shall be deemed to address the

Alternative Sale Transaction Consideration to the limited extent such provisions
address the Newco Shares,
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SFC, with the written consent of the Monitor and the Initial Consenting
Noteholders, shall be permitted to make such amendments, modifications and
supplements to the terms and conditions of this Plan as are necessary to: (i)
facilitate the Alternative Sale Transaction; (ii) cause the Alternative Sale
Transaction Consideration to be distributed in the same proportions and subject to
the same terms and conditions as are subject to the distribution of Newco Shares
hereunder; and (iii) complete the Alternative Sale Transaction and distribute the
Alternative Sale Transaction Proceeds in a manner that is tax efficient for SFC and
the Affected Creditors with Proven Claims, provided in each case that (y) a copy of
such amendments, modifications or supplements is filed with the Court and served
upon the service list; and (z) the Monitor is satisfied that such amendments,
modifications or supplements do not materially alter the proportionate entitlements
of the Affected Creditors, as amongst themselves, to the consideration distributed
pursuant to the Plan,

Except for the requirement of obtaining the prior written consent of the Initial Consenting
Noteholders with respect to the matters set forth in this section 10.1 and subject to the approval of
the Alternative Sale Transaction by the Court pursuant to section 36 of the CCAA (on notice to the
service list), once this Plan has been approved by the Required Majority of Affected Creditors, no
further meeting, vote or approval of the Affected Creditors shall be required to enable SFC to
complete an Alternative Sale Transaction or to amend the Plan in the manner described in this

10.1.

ARTICLE 11
GENERAL

11.1  Binding Effect

On the Plan Implementation Date:

(@)
(b)

(©)

the Plan will become effective at the Effective Time;

the Plan shall be final and binding in accordance with its terms for all purposes on
all Persons named or referred to in, or subject to, the Plan and their respective heirs,
executors, administrators and other legal representatives, successors and assigns;

each Person named or referred to in, or subject to, the Plan will be deemed to have
consented and agreed to all of the provisions of the Plan, in its entirety and shall be
deemed to have executed and delivered all consents, releases, assignments and
waivers, statutory or otherwise, required to implement and carry out the Plan in its
entirety.

11.2 Waiver of Defaults

(a)

From and after the Plan Implementation Date, all Persons shall be deemed to have
waived any and all defaults of SFC then existing or previously committed by SFC,
or caused by SFC, the commencement of the CCAA Proceedings by SFC, any
matter pertaining to the CCAA Proceedings, any of the provisions in the Plan or
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steps contemplated in the Plan, or non-compliance with any covenant, warranty,
representation, term, provision, condition or obligation, expressed or implied, in
any contract, instrument, credit document, indenture, note, lease, guarantee,
agreement for sale or other agreement, written or oral, and any and all amendments
or supplements thereto, existing between such Person and SFC, and any and all
notices of default and demands for payment or any step or proceeding taken or
commenced in connection therewith under any such agreement shall be deemed to
have been rescinded and of no further force or effect, provided that nothing shall be
deemed to excuse SFC from performing its obligations under the Plan or be a
waiver of defaults by SFC under the Plan and the related documents.

(b) Effective on the Plan Implementation Date, any and all agreements that are
assigned to Newco_and/or_to Newco Il as part of the SFC Assets shall be and
remain in full force and effect, unamended, as at the Plan Implementation Date, and
no Person shall, following the Plan Implementation Date, accelerate, terminate,
rescind, refuse to perform or otherwise repudiate its obligations under, or enforce
or exercise any right (including any right of set-off, dilution or other remedy) or
make any demand against Newco, Neweg II or any Subsidiary under or in respect
of any such agreement with Newco, Newco Il or any Subsidiary, by reason of;

(i) any event that occurred on or prior to the Plan Implementation Date that
would have entitled any Person thereto to enforce those rights or remedies
(including defaults or events of default arising as a result of the insolvency
of SFC);

(ii)  the fact that SFC commenced or completed the CCAA Proceedings;

(iii)  the implementation of the Plan, or the completion of any of the steps,
transactions or things contemplated by the Plan; or

(iv) any compromises, arrangements, transactions, releases, discharges or
injunctions effected pursuant to the Plan or this Order.

11.3 Deeming Provisions
In the Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable.
11.4 Non-Consummation

SFC reserves the right to revoke or withdraw the Plan at any time prior to the Sanction
Date, with the consent of the Monitor and the Initial Consenting Noteholders. If SFC so revokes or
withdraws the Plan, or if the Sanction Order is not issued or if the Plan Implementation Date does
not occur, (a) the Plan shall be null and void in all respects, (b) any settlement or compromise
embodied in the Plan, including the fixing or limiting to an amount certain any Claim, and any
document or agreement executed pursuant to the Plan shall be deemed null and void, and (c)
nothing contained in the Plan, and no acts taken in preparation for consummation of the Plan, shall
(i) constitute or be deemed to constitute a waiver or release of any Claims by or against SFC or any
other Person; (ii) prejudice in any manner the rights of SFC or any other Person in any further
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proceedings involving SFC; or (iii) constitute an admission of any sort by SFC or any other
Person,

11.5 Modification of the Plan

(8  SFC may, at any time and from time to time, amend, restate, modify and/or
supplement the Plan with the consent of the Monitor and the Initial Consenting
Noteholders, provided that: any such amendment, restatement, modification or
supplement must be contained in a written document that is filed with the Court
and:

@ if made prior to or at the Meeting: (A) the Monitor, SFC or the Chair (as
defined in the Meeting Order) shall communicate the details of any such
amendment, restatement, modification and/or supplement to Affected
Creditors and other Persons present at the Meeting prior to any vote being
taken at the Meeting; (B) SFC shall provide notice to the service list of any
such amendment, restatement, modification and/or supplement and shall
file a copy thereof with the Court forthwith and in any event prior to the
Court hearing in respect of the Sanction Order; and (C) the Monitor shall
post an electronic copy of such amendment, restatement, modification
and/or supplement on the Website forthwith and in any event prior to the
Court hearing in respect of the Sanction Order; and

(i)  if made following the Meeting: (A) SFC shall provide notice to the service
list of any such amendment, restatement, modification and/or supplement
and shall file a copy thereof with the Court; (B) the Monitor shall post an
clectronic copy of such amendment, restatement, modification and/or
supplement on the Website; and (C) such amendment, restatement,
modification and/or supplement shall require the approval of the Court
following notice to the Affected Creditors and the Trustees,

(by  Notwithstanding section 11.5(a), any amendment, restatement, modification or
supplement may be made by SFC: (i) if prior to the Sanction Date, with the consent
of the Monitor and the Initial Consenting Noteholders; and (ii) if after the Sanction
Date, with the consent of the Monitor and the Initial Consenting Noteholders and
upon approval by the Court, provided in each case that it concerns a matter that, in
the opinion of SFC, acting reasonably, is of an administrative nature required to
better give effect to the implementation of the Plan and the Sanction Order or to
cure any errors, omissions or ambiguities and is not materially adverse to the
financial or economic interests of the Affected Creditors or the Trustees.

(c) Any amended, restated, modified or supplementary plan or plans of compromise
filed with the Court and, if required by this section, approved by the Court, shall,
for all purposes, be and be deemed to be a part of and incorporated in the Plan.

11.6  Actions and Approvals of SFC after Plan Implementation

(a) From and after the Plan Implementation Date, and for the purpose of this Plan only:
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(i if SFC does not have the ability or the capacity pursuant to Applicable Law
to provide its agreement, waiver, consent or approval to any matter
requiring SFC’s agreement, waiver, consent or approval under this Plan,
such agreement, waiver consent or approval may be provided by the
Monitor; and

(i)  if SFC does not have the ability or the capacity pursuant to Applicable Law
to provide its agreement, waiver, consent or approval to any matter
requiring SFC’s agreement, waiver, consent or approval under this Plan,
and the Monitor has been discharged pursuant to an Order, such agreement,
waiver consent or approval shall be deemed not to be necessary.

11,7 Consent of the Initial Consenting Noteholders

For the purposes of this Plan, any matter requiring the agreement, waiver, consent or
approval of the Initial Consenting Noteholders shall be deemed to have been agreed to, waived,
consented to or approved by such Initial Consenting Noteholders if such matter is agreed to,
waived, consented to or approved in writing by Goodmans LLP, provided that Goodmans LLP
expressly confirms in writing (including by way of e-mail) to the applicable Person that it is
providing such agreement, consent or waiver on behalf of Initial Consenting Noteholders,

11.8 Claims Not Subject to Compromise

Nothing in this Plan, including section 2.4 hereof, shall prejudice, compromise, release,
discharge, cancel, bar or otherwise affect any: (i) Non-Released D&O Claims (except to the extent
that such Non-Released D&O Claim is asserted against a Named Director or Officer, in which case
section 4.9(g) applies); (ii) Section 5.1(2) D&O Claims or Conspiracy Claims (except that, in
accordance with section 4.9(¢) hereof, any Section 5.1(2) D&O Claims against Named Directors
and Officers and any Conspiracy Claims against Named Directors and Officers shall be limited to
recovery from any insurance proceeds payable in respect of such Section 5.1(2) D&O Claims or
Conspiracy Claims, as applicable, pursuant to the Insurance Policies, and Persons with any such
Section 5.1(2) D&O Claims against Named Directors and Officers or Conspiracy Claims against
Named Directors and Officers shall have no right to, and shall not, make any claim or seek any
recoveries from any Person, other than enforcing such Persons’ rights to be paid from the proceeds
of an Insurance Policy by the applicable insurer(s)); or (iii) any Claims that are not permitted to be
compromised under section 19(2) of the CCAA.

11.9 Paramountcy
From and after the Effective Time on the Plan Implementation Date, any conflict between:
(a) the Plan; and
(b)  the covenants, warranties, representations, terms, conditions, provisions or
obligations, expressed or implied, of any contract, mortgage, security agreement,

indenture, trust indenture, note, loan agreement, commitment letter, agreement for
sale, lease or other agreement, written or oral and any and all amendments or
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supplements thereto existing between any Person and SFC and/or the Subsidiaries
as at the Plan Implementation Date,

will be deemed to be governed by the terms, conditions and provisions of the Plan and the Sanction
Order, which shall take precedence and priority.

11,10 Foreign Recognition

Noteholders the Momt r {at the Mo or’s ion) or_ , 0 lfthe r does
not SO shall ndl ereby authorize 0 eeli_an order ourt of ompeten

11.11 +4-16-Severability of Plan Provisions

If, prior to the Sanction Date, any term or provision of the Plan is held by the Court to be
invalid, void or unenforceable, the Court, at the request of SFC and with the consent of the Monitor
and the Initial Consenting Noteholders, shall have the power to either (a) sever such term or
provision from the balance of the Plan and provide SFC with the option to proceed with the
implementation of the balance of the Plan as of and with effect from the Plan Implementation Date,
or (b) alter and interpret such term or provision to make it valid or enforceable to the maximum
extent practicable, consistent with the original purpose of the term or provision held to be invalid,
void or unenforceable, and such term or provision shall then be applicable as altered or interpreted.
Notwithstanding any such holding, alteration or interpretation, and provided that SFC proceeds
with the implementation of the Plan, the remainder of the terms and provisions of the Plan shall
remain in full force and effect and shall in no way be affected, impaired or invalidated by such
holding, alteration or interpretation.

11,12 #+31-Responsibilities of the Monitor

The Monitor is acting in its capacity as Monitor in the CCAA Proceeding and the Plan with
respect to SFC and will not be responsible or liable for any obligations of SFC,

11.13 +442-Different Capacities

Persons who are affected by this Plan may be affected in more than one capacity. Unless
expressly provided herein to the contrary, a Person will be entitled to participate hereunder, and
will be affected hereunder, in each such capacity. Any action taken by or treatment of a Person in
one capacity will not affect such Person in any other capacity, unless expressly agreed by the
Person, SFC, the Monitor and the Initial Consenting Noteholders in writing, or unless the Person’s
Claims overlap or are otherwise duplicative.
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11,14 1113-Notices

Any notice or other communication to be delivered hereunder must be in writing and
reference the Plan and may, subject as hereinafter provided, be made or given by personal
delivery, ordinary mail or by facsimile or email addressed to the respective parties as follows:

(a)

(b)

(©

if to SFC or any Subsidiary;

Sino-Forest Corporation
Room 3815-29 38/F, Sun Hung Kai Centre
30 Harbour Road, Wanchai, Hong Kong

Aftention: Mr, Judson Martin, Executive Vice-Chairman and Chief
Executive Officer
Fax: +852-2877-0062

with a copy by email or fax (which shall not be deemed notice) to:

Bennett Jones LLP
One First Canadian Place, Suite 3400
Toronto, ON M5X 1A4

Attention: Kevin J. Zych and Raj S. Sahni
Email: zychk@bennettjones.com and sahnir@bennettjones.com
Fax: 416-863-1716

if to the Initial Consenting Noteholders:

¢/o Goodmans LLP

Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto, Ontario M5H 287

Attention: Robert Chadwick and Brendan O’Neill
Email: rchadwick@goodmans.ca and boneill@goodmans.ca
Fax: 416-979-1234

and with a copy by email or fax (which shall not be deemed notice) to:

Hogan Lovells International LLP
11" Floor, One Pacific Place, 88 Queensway
Hong Kong China

Attention: Neil McDonald
Email: neil.medonald@hoganlovells.com
Fax: 852-2219-0222

if to the Monitor:

FTI Consulting Canada Inc.
TD Waterhouse Tower
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79 Wellington Street West
Suite 2010, P.O. Box 104
Toronto, ON M5K 1G8

Attention: Greg Watson
Email: greg. watson@fticonsulting.com
Fax: (416) 649-8101

and with a copy by email or fax (which shall not be deemed notice) to:

Gowling Lafleur Henderson LLP
1 First Canadian Place

100 King Street West, Suite 1600
Toronto, Ontario M5X 1GS

Attention: Derrick Tay
Email: derrick.tay@gowlings.com
Fax: (416) 862-7661

or to such other address as any party may from time to time notify the others in accordance with
this section. Any such communication so given or made shall be deemed to have been given or
made and to have been received on the day of delivery if delivered, or on the day of faxing or
sending by other means of recorded electronic communication, provided that such day in either
event is a Business Day and the communication is so delivered, faxed or sent before 5:00 p.m.
(Toronto time) on such day. Otherwise, such communication shall be deemed to have been given
and made and to have been received on the next following Business Day.

11.15 11134 Further Assurances

SFC, the Subsidiaries and any other Person named or referred to in the Plan will execute
and deliver all such documents and instruments and do all such acts and things as may be
necessary or desirable to carry out the full intent and meaning of the Plan and to give effect to the
transactions contemplated herein,

DATED as of the 1928th day of ©OeteberNovember, 2012,

16428443
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NOTICE OF FILING OF PLAN SUPPLEMENT

PLEASE TAKE NOTICE that, pursuant to a Plan Filing and Meeting Order of the Ontario
Superior Court of Justice dated August 31, 2012 (the "Meeting Order") relating to a meeting (the
"Meeting") to consider a Plan of Compromise and Reorganization dated October 19, 2012 (as
such Plan may be modified, amended, varied or supplemented in accordance with its terms, the
"Plan") filed by Sino-Forest Corporation (the "Applicant") pursuant to the provisions of the
Companies' Creditors Arrangement Act (Canada) and Section 191 of the Canada Business
Corporations Act and as set forth in the Meeting Information Statement dated October 20, 2012
pertaining to the Plan (the "Information Statement"), the Applicant must serve and file this Plan
supplement (as such Plan supplement may be thereafter modified, amended, varied or
supplemented in accordance with the Plan, this "Plan Supplement"), and the Monitor must post
the Plan Supplement on the Website, no later than seven (7) days prior to the Meeting., All
capitalized terms not otherwise defined in this Plan Supplement shall have the meanings ascribed
to them in the Plan,

PLEASE TAKE FURTHER NOTICE that this Plan Supplement supplements the Plan with
(A) a summary of the terms of the Litigation Trust, (B) a draft of the Litigation Trust Agreement,
(C) a summary of certain information concerning Newco, including information relating to
Newco's governance and management and a summary of the terms of the Newco Shares, (D) a
description of the terms of the Newco Notes, (E) a summary of the constitution and governance
of SFC Escrow Co., (F) information concerning certain reserves and other amounts relating to
the Plan, and (G) a draft of the Plan Sanction Order, each of which is attached hereto as Exhibit
A, B, C,D, E, F and G, respectively.

PLEASE TAKE FURTHER NOTICE that you are advised and encouraged to read this Plan
Supplement in conjunction with the Information Statement, the Plan and the Meeting Order.

PLEASE TAKE FURTHER NOTICE that a true and complete copy of the Plan Supplement is
attached hereto.

PLEASE TAKE FURTHER NOTICE that copies of the Plan Supplement as well as the Plan,
the Information Statement and the Meeting Order may be obtained from the Monitor's website at
http://cfeanada. fticonsulting.com/sfc/.
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EXHIBIT A
SUMMARY OF TERMS OF LITIGATION TRUST
Overview

The Litigation Trust will be created pursuant to the Plan on the Plan Implementation Date.
Pursuant to the agreement governing the Litigation Trust, a draft form of which is attached as
Exhibit B to the Plan Supplement (the "Litigation Trust Agreement"), the Litigation Trustee
will hold the Litigation Trust Claims and the other Litigation Trust Assets for the benefit of the
Affected Creditors with Proven Claims and the Notcholder Class Action Claimants entitled to
receive Litigation Trust Interests under the Plan (the "Litigation Trust Beneficiaries"),
Capitalized terms used in this Exhibit A but not otherwise defined herein have the meaning
ascribed to such terms in the Litigation Trust Agreement.

Transfer of Assets and Rights to Litigation Trust

On the Plan Implementation Date, each of the Litigation Trust Claims will be transferred to the
Litigation Trustee, The "Litigation Trust Claims" to be held by the Litigation Trustee pursuant
to the Litigation Trust Agreement are defined in the Litigation Trust Agreement as any and all
claims, actions, causes of action, demands, suits, rights, entitlements, litigation, arbitration,
proceeding, hearing or complaint, whether known or unknown, reduced to judgment or not
reduced to judgment, liquidated or unliquidated, contingent or non-contingent, matured or
unmatured, disputed or undisputed, secured or unsecured, assertable directly or derivatively, in
law, equity or otherwise, based in whole or in part upon any act or omission or other event
occurring at any time, whether before, on or after March 30, 2012, which may be asserted, by or
on behalf of (i) SFC against any and all third parties; or (ii) the Noteholders or any representative
thereof (including the Trustee) against any and all third parties in connection with any the Notes
issued by SFC, other than Noteholder Class Action Claims. However, the Litigation Trust
Claims will not include any claim or cause of action that is released pursuant to Sections 7.1 of
the Plan. The Litigation Trust Agreement defines "Litigation Trust Assets" as the Litigation
Trust Claims, the Litigation Funding Amount, and any other assets acquired by the Litigation
Trust on or after the Plan Implementation Date pursuant to the Litigation Trust Agreement or the
Plan.

Upon the creation of the Litigation Trust, SFC will transfer the Litigation Funding Amount to the
Litigation Trustee to finance the operations of the Litigation Trust. The Litigation Funding
Amount is a cash amount acceptable to SFC, the Monitor and the Initial Consenting Noteholders
to be contributed by SFC to the Litigation Trustee for purposes of funding the Litigation Trust on
the Plan Implementation Date. The parties have not yet determined the amount of the Litigation
Funding Amount.

Duties of Litigation Trustee

Subject to the terms of the Litigation Trust Agreement, the Litigation Trustee, upon direction of
the Litigation Trust Board (whose decisions, approvals or other actions shall require a majority
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vote), in the exercise of its reasonable business judgment, will, in an efficient and responsible
manner, prosecute the Litigation Trust Claims and preserve and enhance the value of the
Litigation Trust Assets. The efficient and responsible prosecution of the Litigation Trust Claims
may be accomplished either through the prosecution, compromise and settlement, abandonment
or dismissal of any or all claims, rights or causes of action, or otherwise, as determined by the
Litigation Trustee and the Litigation Trustee Board in accordance with the terms of the Litigation
Trust Agreement and the exercise of their collective reasonable best judgement. The Litigation
Trustee, upon direction by the Litigation Trust Board, and except as set forth in the Litigation
Trust Agreement, will have the absolute right to pursue, settle and compromise or not pursue any
and all Litigation Trust Claims as it determines is in the best interests of the Litigation Trust
Beneficiaries, and consistent with the purposes of the Litigation Trust, and the Litigation Trustee
will have no liability for the outcome of any such decision except for any damages caused by its
gross negligence, bad faith, wilful misconduct or knowing violation of law.

Litigation Trustee

The Litigation Trustee will be determined by SFC and the Initial Consenting Noteholders prior to
the Plan Implementation Date, with the consent of the Monitor, to serve as trustee of the
Litigation Trust pursuant to and in accordance with the terms thereof. The Litigation Trustee
will be appointed as trustee of the Litigation Trust effective as of the Plan Implementation Date.
The parties have not yet determined who will serve as Litigation Trustee.

Litigation Trust Board

A litigation trust board (the "Litigation Trust Board") will be established and consist of three
Persons. The three members of the Litigation Trust Board will be appointed to serve in such
capacity pursuant to the Sanction Order. The members of the Litigation Trust Board will have
the right to direct and remove the Litigation Trustee in accordance with the Litigation Trust
Agreement, and will have the right to operate and manage the Litigation Trust in a manner that is
not inconsistent with the terms of the Litigation Trust Agreement. No holder of Litigation Trust
Interests (except to the extent such holder is a member of the Litigation Trust Board) will have
any consultation or approval rights whatsoever in respect of management and operation of the
Litigation Trust. The parties have not yet determined who will serve as members of the
Litigation Trust Board.

Interests of Holders of Litigation Trust Interests

The ownership of a Litigation Trust Interest will not entitle any holder.of Litigation Trust
Interests to any title in or to the assets of the Litigation Trust or to any right to call for a partition
or division of the assets of the Litigation Trust or to require an accounting. The entitlements of
the holders of Litigation Trust Interests (and the beneficial interests therein) will not be
represented by certificates, securities, receipts or in any other form or manner whatsoever, except
as maintained on the books and records of the Litigation Trust by the Litigation Trustee or the
Registrar. No transfer, sale assignment, distribution, exchange, pledge, hypothecation, mortgage
or other disposition (each, a "Transfer") of a Litigation Trust Interest may be effected or made.
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However, Transfers of a Litigation Trust Interest may be made pursuant to the Plan or by
operation of law or by will or the laws of descent and distribution.

Canada Federal Income Tax Matters Relating to Litigation Trust Interests

The treatment for Canadian federal income tax purposes, pursuant to the Tax Act, of the
Litigation Trust and of a Holder's Litigation Trust Interest, including the holding and disposition
thereof and the receipt of distributions is unclear and will depend, in part, on the residence of the
Litigation Trust. The residence of the Litigation Trust for purposes of the Tax Act will depend
on a number of factors, including the location where the Litigation Trust is managed and
controlled. Pursuant to the Tax Proposals, where the management and control of the Litigation
Trust is located outside Canada, the Litigation Trust may still be deemed, for certain purposes of
the Tax Act, to be resident in Canada.

To the extent the Litigation Trust is, or is deemed to be, a resident of Canada for purposes of the
Tax Act, and realizes any income or capital gain with respect to the Litigation Trust Claims
transferred to the Litigation Trust, the Litigation Trust may be liable for Canadian federal income
tax thereon., Where the Litigation Trust is subject to Canadian federal income tax and is a
resident of Canada solely by virtue of being deemed a resident, Canadian Holders of beneficial
interests in the Litigation Trust have, jointly and severally, or solidarily, with the Litigation Trust
and with each other, the rights and obligations of the Litigation Trust under Divisions I and J of
the Tax Act, including in respect of the filing of returns and the payment of income tax payable
by the Litigation Trust, and may be subject to administration and enforcement proceedings under
Part XV of the Tax Act in respect of those rights and obligations, subject to the recovery limit
rules in proposed section 94 of the Tax Act. To the extent that the income or gains of the
Litigation Trust are paid or made payable to the beneficiaries of the Litigation Trust in a
particular taxation year, the beneficiaries may be liable for Canadian federal income tax in
respect of such amounts paid or made payable and a deduction in computing income may be
available to the Litigation Trust.

To the extent the Litigation Trust is, or is deemed to be, a resident of Canada for Canadian
income tax purposes, net income of the Litigation Trust distributed to non-residents of Canada
will be subject to withholding tax under the Canadian Tax Act at a 25% rate, subject to potential
reduction under an applicable tax treaty between Canada and the beneficiary’s jurisdiction of
residence.

Holders who will receive an interest in the Litigation Trust should consult their own tax
advisors with respect to both Canadian and foreign income tax considerations.
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EXHIBIT B

DRAFT OF LITIGATION TRUST AGREEMENT

SINO-FOREST LITIGATION TRUST AGREEMENT
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THIS LITIGATION TRUST AGREEMENT (this “Agreement”), dated as of the Effective
Date, is entered into by and among;:

1. Sino-Forest Corporation (“SFC”); and

2. [®], as trustee of the Litigation Trust (the “Litigation Trustee”).
PRELIMINARY STATEMENT

SFC has filed that certain Plan of Compromise and Arrangement dated ®, 2012 in the Ontario
Superior Court of Justice (the “CCAA Court”) pursuant to the provisions of the Companies’
Creditors Arrangement Act, R.S.C. 1985, ¢, C-36 (the “CCAA”) (Case No. CV-12-9667-CL)
(together with any supplement to such Plan and the exhibits and schedules thereto, as the same
may be amended, modified or supplemented from time to time in accordance with the terms
thereof, the “Plan”),

On March 30, 2012 (the “Filing Date), SFC commenced reorganization proceedings under the
CCAA Dbefore the CCAA Court.

On @, 2012, the CCAA Court entered the Sanction Order approving the Plan.
The Litigation Trust is created in accordance with the laws of Ontario.

The Litigation Trust is created pursuant to this Agreement in order to effectuate certain
provisions of the Plan and the Sanction Order and, in accordance therewith, the Litigation
Trustee will hold the Litigation Trust Claims and the other Litigation Trust Assets for the benefit
of the Litigation Trust Beneficiaries.

In this Agreement, “Litigation Trust Claims” means any and all claims, actions, causes of
action, demands, suits, rights, entitlements, litigation, arbitration, proceeding, hearing or
complaint, whether known or unknown, reduced to judgment or not reduced to judgment,
liquidated or unliquidated, contingent or non-contingent, matured or unmatured, disputed or
undisputed, secured or unsecured, assertable directly or derivatively, in law, equity or otherwise,
based in whole or in part upon any act or omission or other event occurring at any time, whether
before, on or after the Filing Date (the “Causes of Action”) which may be asserted, by or on
behalf of (i) SFC against any and all third parties; or (ii) the Noteholders or any representative
thereof (including the Trustees) against any and all third parties in connection with any of the
Notes issued by SFC, other than Noteholder Class Action Claims; provided, however, that in no
event shall Litigation Trust Claims include any Claim or Cause of Action that is released
pursuant to Sections 7.1 of the Plan,

In this Agreement, “Litigation Trust Assets” means the Litigation Trust Claims, the Litigation
Funding Amount, and any other assets acquired by the Litigation Trust on or after the Effective
Date pursuant to this Agreement or the Plan,

WSLegalh059250\00007\8375644v1
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The Litigation Trust is established for the sole purpose of liquidating and distributing the
Litigation Trust Assets pursuant to the Plan and this Agreement with no objective to continue or
engage in the conduct of a trade or business.

The Litigation Trust is established for the (i) benefit of the Affected Creditors with Proven
Claims and the Noteholder Class Action Claimants entitled to receive Litigation Trust Interests
under the Plan (individually, a “Litigation Trust Beneficiary” and collectively, the “Litigation
Trust Beneficiaries”) and (ii) pursuit of all Litigation Trust Claims.

The Litigation Trustee has been duly appointed pursuant to the Sanction Order and Section
1.2(b) of this Agreement,

Unless the context otherwise requires, capitalized terms used in this Agreement and not
otherwise defined herein shall have the meanings ascribed to them in the Plan. Schedule A to
this Agreement sets forth an index of terms that are defined in this Agreement.

AGREEMENT

NOW, THEREFORE, in consideration of the promises and the mutual covenants and
agreements contained herein and in the Plan, SFC, the Litigation Trustec and the Litigation Trust
Board, intending to be legally bound, agree as follows:

ARTICLE 1
ESTABLISHMENT OF THE LITIGATION TRUST

1.1  Settling the Litigation Trust and Funding Expenses of the Litigation Trust

SFC shall settle the Litigation Trust and shall transfer the Litigation Funding Amount to the
Litigation Trustee by way of a loan or otherwise to finance the operations of the Litigation Trust.
The Litigation Trust Claims Transferors shall have no other funding obligations with respect to
the Litigation Trust.

1.2 Establishment of Litigation Trust and Appointment of the Litigation Trustee

(a) Pursuant to the Plan, the Litigation Trust is hereby established on the date and at
the time set out in section 6.4 of the Plan, and shall be known as the “Sino-Forest
Litigation Trust” on behalf of and for the benefit of the Litigation Trust
Beneficiaries.

(b)  The Litigation Trustee is hereby appointed as trustee of the Litigation Trust
effective as of the Plan Implementation Date (the “Effective Date™) and agrees to
accept and hold the Litigation Trust Assets in trust for the Litigation Trust
Beneficiaries, subject to the terms of this Agreement. The Litigation Trustee (and
each successor frustee thereto serving from time to time hereunder) shall have all
the rights, powers and duties set forth herein and pursuant to applicable law for
accomplishing the purposes of the Litigation Trust.

W8Legal059250\00007\8375644v]
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1.3  Transfer of Assets and Rights to the Litigation Trustee

(a) On the Effective Date, pursuant to the Plan and the Sanction Order each of the
Litigation Trust Claims shall be deemed to be irrevocably transferred, assigned
and delivered to the Litigation Trustee (i) rights, title and interests in and to the
Litigation Trust Claims (and with respect to the Indenture Trustees, all of the
rights, title and interests of the Noteholders in and to the Litigation Trust Claims
on behalf of the Noteholders), free and clear of any and all liens, claims (other
than claims in the nature of setoff or recoupment), encumbrances or interests of
any kind in such property of any other Person, and (ii) all respective rights, title
and interests in and to any lawyer-client privilege, work product privilege or other
privilege or immunity attaching to any documents or communications (whether
written or oral) associated with the Litigation Trust Claims (collectively, the
“Privileges™) (and with respect to the Indenture Trustees, all of the rights, title
and interests of the Noteholders in and to the Privileges on behalf of the
Noteholders), all of which shall, and shall be deemed to, vest in the Litigation
Trustee for the benefit of the Litigation Trust Beneficiaries. In no event shall any
part of the Litigation Trust Claims revert to or be distributed to SFC or the
Noteholders (or any representative thereof (including the Trustees). None of the
foregoing transfers to the Litigation Trustee shall constitute a merger or
consolidation of the respective Litigation Trust Claims, each of which shall retain
its separateness following the transfer for all purposes relevant to the prosecution
thereof. The Litigation Trustee’s receipt of the Privileges shall be without waiver
in recognition of the joint and/or successor inferest in prosecuting claims on
behalf of the Litigation Trust Claims Transferors.

(b)  Subject to Section 1.3(c), after the Effective Date, SFC shall (i) deliver or cause to
be delivered to the Litigation Trustee, documents reasonably requested and
related to the Litigation Trust Claims (including those maintained in electronic
format), whether held by SFC or its employees, agents, advisors, counsel,
accountants, or other professionals and (ii) provide reasonable access to such
employees, agents, advisors, counsel, accountants or other professionals with
knowledge of matters relevant to the Litigation Trust Claims. Where original
documents are required, SFC will make reasonable efforts to make such original
documents available. For the avoidance of doubt, the rights of the Litigation
Trustee pursuant to this Section 1.3(b) shall include the right to demand or compel
the production of copies of any such documents or information from any party,
committee or person who may have produced such documents for or on behalf of
SFC or any committee appointed by SFC or its board of directors.

(c) Any documents or information delivered by SFC to the Litigation Trustee
pursuant to Section 1.3(b) (i) shall be used strictly for the purposes of advancing
the Litigation Trust Claims and for no other purpose, (ii) shall not, except as may
be required by law, be used for any purpose in relation to any regulatory
proceedings involving the Named Directors and Officers, and (iii) shall be subject
to the continuation of any privilege attaching to such documents, including but
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not limited to lawyer-client privilege, litigation privilege, and common interest
privilege, which privileges the Litigation Trustee agrees to maintain and uphold.

(d) Where documents, information and/or access is requested of third party agents,
advisors, lawyers, accountants or other professionals ("Third Party Disclosers"),
the Litigation Trustee shall pay such reasonable fees and costs of such Third Party
Disclosers as are necessary for them to comply with the requests of the Litigation
Trustee.

(e) SFC hereby agrees at any time and from time to time on and after the Effective
Date, (i) at the reasonable request of the Litigation Trustee, to execute and/or
deliver any instruments, documents, books, and records (including those
maintained in electronic format and original documents as may be needed), (ii) to
take, or cause to be taken, all such further actions as the Litigation Trustee may
reasonably request in order to evidence or effectuate the transfer of the Litigation
Trust Claims and the Privileges to the Litigation Trustee contemplated hereby and
by the Plan and to otherwise carry out the intent of the parties hereunder, and (iii)
to cooperate with the Litigation Trustee in the prosecution of Litigation Trust
Claims to the extent reasonable.

® The Litigation Trustee agrees that it will accommodate reasonable requests by
Named Directors and Officers (and their agents, advisors, lawyers, accountants or
other professionals) to access, at their expense, copies or originals of any
documents obtained by the Litigation Trustee pursuant to the terms of this
Agreement, for the purposes of defending any civil, regulatory or other
proceedings involving the Named Directors and Officers or in connection with
their financial affairs.

1.4  Title to Litigation Trust Assets

(a) Upon the transfer of the Litigation Trust Claims to the Litigation Trust pursuant to
the Plan, the Sanction Order and this Agreement, SFC and any other holders of
the Litigation Trust Claims (the “Litigation Trust Claims Transferors™) shall
have no interest in or with respect to the Litigation Trust Assets, and the
Litigation Trustee shall succeed to all of the Litigation Trust Claims Transferors’
rights, title and interests in and to the Litigation Trust Claims.

(b)  Notwithstanding anything in the Plan or in this Agreement to the contrary, the
transfer of the Litigation Trust Claims to the Litigation Trustee does not diminish,
and fully preserves, any defences or privileges a defendant would have if such
Litigation Trust Claims had been retained by the Litigation Trust Claims
Transferors.

() To the extent that any Litigation Trust Assets cannot be transferred to the
Litigation Trustee because of a restriction on transferability under applicable non-
bankruptcy law, such Litigation Trust Assets shall be deemed to have been
retained by the applicable Litigation Trust Claims Transferors, and the Litigation
Trustee shall be deemed to have been designated as a representative of such
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Litigation Trust Claims Transferors to enforce and pursue such Litigation Trust
Assets on behalf of such Litigation Trust Claims Transferors, and all proceeds,
income and recoveries on account of any such Litigation Trust Assets shall be
assets of the Litigation Trust and paid over thereto immediately upon receipt by
the Litigation Trust Claims Transferors, or any other Person. Notwithstanding the
foregoing, but subject to Sections 1.1 and 3.4 of this Agreement, all net proceeds,
income, and recoveries of or on account of such Litigation Trust Assets shall be
transferred to the Litigation Trust to be distributed to the holders of the Litigation
Trust Interests consistent with the terms of this Agreement.

1.5  Nature and Purpose of the Litigation Trust

(a) Purpose. The Litigation Trust is organized and established as a trust pursuant to
which the Litigation Trustee, subject to the terms and conditions contained herein,
is to (i) hold the assets of the Litigation Trust and (ii) oversee the efficient
prosecution of the Litigation Trust Claims, on the terms and conditions set forth
herein.

(b) Actions of the Litigation Trustee. Subject to the terms of this Agreement, the
Litigation Trustee, upon direction of the Litigation Trust Board, and the exercise
of their collective reasonable business judgment, shall, in an efficient and
responsible manner prosecute the Litigation Trust Claims and preserve and
enhance the value of the Litigation Trust Assets, The efficient and responsible
prosecution of the Litigation Trust Claims may be accomplished either through
the prosecution, compromise and settlement, abandonment or dismissal of any or
all claims, rights or causes of action, or otherwise, as determined by the Litigation
Trustee and the Litigation Trustee Board in accordance with the terms of this
Agreement and the exercise of their collective reasonable best judgement. The
Litigation Trustee, upon direction by the Litigation Trust Board, and except as set
forth in Section 3.12 herein, shall have the absolute right to pursue, settle and
compromise or not pursue any and all Litigation Trust Claims as it determines is
in the best interests of the Litigation Trust Beneficiaries, and consistent with the
purposes of the Litigation Trust, and the Litigation Trustee shall have no liability
for the outcome of any such decision except for any damages caused by gross
negligence, bad faith, wilful misconduct or knowing violation of law,

(c) Limitation on Actions Against Named Directors and Officers. From and after the
Plan Implementation Date, to the extent that the Litigation Trust Claims include
rights of action against a Named Director or Officer, (a) the Litigation Trustee
may only commence or prosecute an action for a Non-Released D&O Claim
against a Named Director or Officer if the Litigation Trustee has first obtained (i)
the consent of the Monitor or (ii) leave of the Court on notice to the applicable
Directors and Officers, SFC, the Monitor, the Initial Consenting Noteholders and
any applicable insurers; and (b) in connection with any action brought or
prosecuted by the Litigation Trustee against a Named Director or Officer
asserting a Section 5.1(2) D&O Claim or a Conspiracy Claim, the Litigation
Trustee shall, as against the Named Directors and Officers, in relation to such
claims, be irrevocably limited to recovery solely from the proceeds of the
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Insurance Policies paid or payable on behalf of SFC or its Directors or Officers,
and shall have no right to, and shall not, directly or indirectly, make any claim or
seek any recoveries from any of the Named Directors and Officers other than
enforcing the Litigation Trustee's rights to be paid from the proceeds of an
Insurance Policy by the applicable insurer(s). Any defined term used in this
subparagraph not defined in this Agreement shall be as defined in the Plan.

Relationship. This Agreement is intended to create a trust and a trust relationship
and to be governed and construed in all respects as a trust. The Litigation Trust is
not intended to be, and shall not be deemed to be or treated as, a general
partnership, limited partnership, joint venture, corporation, joint stock company or
association, nor shall the Litigation Trustee, or the Litigation Trust Board (or any
of its members or ex officio members), or the Litigation Trust Beneficiaries, or
any of them, for any purpose be, or be deemed to be or treated in any way
whatsoever to be, liable or responsible hereunder as partners or joint venturers.
The relationship of the Litigation Trust Beneficiaries, on the one hand, to the
Litigation Trustee and the Litigation Trust Board, on the other, shall not be
deemed a principal or agency relationship, and their rights shall be limited to
those conferred upon them by this Agreement.

No Waiver of Claims. The Litigation Trustee may enforce all rights to commence
and pursue, as appropriate, any and all Litigation Trust Claims after the Effective
Date. The Litigation Trustee shall have, retain, reserve, and be entitled to assert
all such Litigation Trust Claims, rights of setoff, and other legal or equitable
defences which the Litigation Trust Claims Transferors had on the Effective Date
fully as if the Litigation Trust Claims had not been transferred to the Litigation
Trustee in accordance with the Plan, the Sanction Order and this Agreement, and
all of the Litigation Trust Claims Transferors’ legal and equitable rights - may be
asserted after the Effective Date. Nothing in this Agreement shall be construed in
a manner that is inconsistent with the Plan, the Sanction Order or any other orders
made by the CCAA Court.

Incorporation of Plan

The Plan and the Sanction Order are each hereby incorporated into this Agreement and made a
part hereof by this reference; provided, however, to the extent that there is conflict between the
provisions of this Agreement, the provisions of the Plan, and/or the Sanction Order, each such
document shall have controlling effect in the following rank order: (1) the Sanction Order; (2)
the Plan; and (3) this Agreement.

2.1

ARTICLE 2
LITIGATION TRUST INTERESTS

Allocation of Litigation Trust Interests

The Litigation Trust Interests shall be allocated pursuant to the Plan.
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2.2 Interests Beneficial Only

The ownership of a Litigation Trust Interest shall not entitle any holder of Litigation Trust
Interests to any title in or to the assets of the Litigation Trust as such (which title shall be vested
in the Litigation Trustee) or to any right to call for a partition or division of the assets of the
Litigation Trust or to require an accounting.

2.3 Evidence of Beneficial Interests

The entitlements of the holders of Litigation Trust Interests (and the beneficial interests therein)
will not be represented by certificates, securities, receipts or in any other form or manner
whatsoever, except as maintained on the books and records of the Litigation Trust by the
Litigation Trustee or the Registrar. The death, incapacity or bankruptey of any Litigation Trust
Beneficiary during the term of the Litigation Trust shall not (i) operate to terminate the Litigation
Trust, (ii) entitle the representatives or creditors of the deceased party to an accounting, (iii)
entitle the representatives or creditors of the deceased party to take any action in the CCAA
Court or elsewhere for the distribution of the Litigation Trust Assets or for a partition thereof or
(iv) otherwise affect the rights and obligations of any of the Litigation Trust Beneficiaries
hereunder,

2.4 Securities Law Registration

It is intended that the Litigation Trust Interests shall not constitute “securities.” To the extent the
Litigation Trust Interests are deemed to be “securities,” the issuance of Litigation Trust Interests
to Litigation Trust Beneficiaries hereunder or under the Plan (and any redistribution of any of the
foregoing pursuant to the Plan or otherwise) shall be exempt from the prospectus and registration
requirements of any applicable provincial laws pursuant to section 2.11 of National Instrument
45-106 — Prospectus and Registration Exemptions. If the Litigation Trustee determines, with the
advice of counsel, that the Litigation Trust is required to comply with registration and/or
reporting requirements of any applicable securities laws, then the Litigation Trustee shall, after
consultation with the Litigation Trust Board, take any and all actions to comply with such
registration and reporting requirements, if any, to the extent required by applicable law.
Notwithstanding the foregoing, nothing herein shall be deemed to preclude the Litigation Trust
Board and the Litigation Trustee from amending this Agreement to make such changes as are
deemed necessary or appropriate by the Litigation Trustee, with the advice of counsel, to ensure
that the Litigation Trust is not subject to any such registration and/or reporting requirements.

2.5 No Transfers

(a) No transfer, sale assignment, distribution, exchange, pledge, hypothecation,
mortgage or other disposition (each, a “Transfer”) of a Litigation Trust Interest
may be effected or made; provided, that, Transfers of a Litigation Trust Interest
may be made by operation of law or by will or the laws of descent and
distribution.

(b)  The Litigation Trustee shall appoint a registrar, which may be the Litigation
Trustee (the “Registrar”), for the purpose of recording entitlement to the
Litigation Trust Interests as provided for in this Agreement. The Registrar, if

WSLegal\059250M00007\8375644v1



740
3. DRAFT

other than the Litigation Trustee, may be such other institution acceptable to the
Litigation Trust Board. For its services hereunder, the Registrar, unless it is the
Litigation Trustee, shall be entitled to receive reasonable compensation from the
Litigation Trust as approved by the Litigation Trust Board, as an expense of the
Litigation Trust,

(©) The Litigation Trustee shall cause to be kept at the office of the Registrar, or at
such other place or places as shall be designated by the Litigation Trustee from
time to time, a registry of the holders of Litigation Trust Interests (the “Trust
Register”) which shall be maintained on a strictly confidential basis by the
Registrar., The identity and extent of the Litigation Trust Interests of any
Litigation Trust Beneficiary shall not be disclosed to any third party (other than
the Litigation Trustee, the Litigation Trust Board and the Registrar, each of them
shall maintain any such information in strict confidence), without the prior written
consent of such Litigation Trust Beneficiary in each case.

2.6 Absolute Owners

The Litigation Trustee may deem and treat the holder of a Litigation Trust Interest of record in
the Trust Register as the absolute owner of such Litigation Trust Interests for the purpose of
receiving distributions and payment thereon or on account thereof and for all other purposes
whatsoever and the Litigation Trustee shall not be charged with having received notice of any
claim or demand to such Litigation Trust Interests or the interest therein of any other Person.

ARTICLE 3
THE LITIGATION TRUSTEE

3.1 Litigation Trust Proceeds

Any and all proceeds, income and/or recoveries obtained on account of or from the Litigation
Trust Assets shall be added to the assets of the Litigation Trust (the “Litigation Trust
Proceeds”, which, for greater certainty, shall not include the Litigation Funding Amount), held
as a part thereof and dealt with in accordance with the terms of this Agreement.

3.2 Collection of Litigation Trust Proceeds

The Litigation Trustee shall collect all Litigation Trust Proceeds and title therein shall be vested
in the Litigation Trustee, in trust for the benefit of the Litigation Trust Beneficiaries, to be dealt
with in accordance with the terms of this Agreement.

3.3  Payment of Litigation Trust Expenses

Subject to Section 3.12 of this Agreement and the obligations of the Litigation Trustee under
Sections 1.1 and 3.4 of this Agreement, the Litigation Trustee shall maintain the Litigation
Funding Amount, and expend the Litigation Funding Amount (i) as is reasonably necessary to
pay reasonable and necessary administrative expenses (including but not limited to, the
reasonable costs and expenses of the Litigation Trustee (including reasonable fees, costs, and
expenses of professionals retained thereby) and the compensation and the reasonable costs and
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expenses of the members of the Litigation Trust Board as contemplated by Section and 4.10
hereof (including the fees of professionals retained by such members as contemplated by
Sections 4.2 hereof), any taxes imposed on the Litigation Trust or in respect of the Litigation
Trust Assets or reasonable fees and expenses in connection with, arising out of, or related to, the
Litigation Trust Assets and litigations associated therewith), (ii) to pay the costs and expenses of
the valuations of the Litigation Trust Assets incurred by the Litigation Trust Board and/or the
Litigation Trustee in accordance with Section 5.1(c) of this Agreement, (iii) to pay or reimburse
amounts in accordance with Article 7 hereof and (iv) to satisfy other liabilities incurred or
assumed by the Litigation Trust (or to which the assets of the Litigation Trust are otherwise
subject) in accordance with this Agreement.

3.4 Distributions

The Litigation Trustee shall make distributions of Litigation Trust Proceeds in accordance with
the provisions of Article 6 of this Agreement.

3.5  Tenure, Removal, and Replacement of the Litigation Trustee

(a) Each Litigation Trustee will serve until the earliest of (i) the completion of all the
Litigation Trustee’s duties, responsibilities and obligations under this Agreement,
(i1) the Litigation Trustee’s resignation and the appointment of a successor
pursuant to Section 3.5(b) of this Agreement, (iii) the Litigation Trustee’s
removal pursuant to Section 3.5(c) of this Agreement, (iv) the Litigation Trustee’s
death (if applicable) and (v) the termination of the Litigation Trust in accordance
with this Agreement.

(b)  The Litigation Trustee may resign by giving not less than 90 days’ prior written
notice to the Litigation Trust Board. Such resignation will become effective on
the later to occur of: (i) the day specified in such written notice and (ii) the
appointment of a successor trustee as provided herein and the acceptance by such
successor trustee of such appointment in accordance with Section 3.6 of this
Agreement. If a successor trustee is not appointed or does not accept its
appointment within 90 days following delivery of notice of resignation, the
Litigation Trustee may file a motion with the CCAA Court, upon notice and
hearing, for the appointment of a successor trustee.

©) The Litigation Trustee may be removed for any reason by majority vote of the
members of the Litigation Trust Board.

(d) In the event of a vacancy in the position of the Litigation Trustee (whether by
removal, resignation, or death, if applicable), the vacancy will be filled by the
appointment of a successor trustee by (i) majority vote of the members of the
Litigation Trust Board, and by the acceptance of the Litigation Trust by the
successor trustee in accordance with Section 3.6 of this Agreement or (ii) an order
of the CCAA Court after an opportunity for a hearing (provided, however, that
only the Litigation Trust Board shall have standing to seek such an order (and the
Litigation Trust Board shall only seek such an order upon a majority vote of the
members of the Litigation Trust Board, except as provided in Section 3.5(b) of
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this Agreement). If a successor trustee is appointed as provided in clause (i) or
(ii) of the preceding sentence, and such appointment is accepted by the successor
trustee in accordance with Section 3.6 of this Agreement, the Litigation Trust
Board shall provide notice of such appointment to the holders of the Litigation
Trust Interests, which notice will include the name, address, and telephone
number of the successor trustee provided, however, that, the provision of such
notice shall not be a condition precedent to the vesting in the successor Litigation
Trustee of all the estates, properties, rights, powers, trusts, and duties of its
predecessor.

(e) Immediately upon the appointment of any successor trustee, all rights, powers,
duties, authority, and privileges of the predecessor Litigation Trustee hereunder
will be vested in and undertaken by the successor trustee without any further act;
and the successor trustee will not be liable personally for any act or omission of
the predecessor Litigation Trustee. A successor trustee shall have all the rights,
privileges, powers, and duties of its predecessor under this Agreement.

® Upon the appointment of a successor trustee, the predecessor Litigation Trustee
(or the duly appointed legal representative of a deceased Litigation Trustee) shall,
if applicable, when requested in writing by the successor trustee or the CCAA
Court, execute and deliver an instrument or instruments conveying and
transferring to such successor trustee upon the trust herein expressed all the
estates, properties, rights, powers and frusts of such predecessor Litigation
Trustee, and shall duly assign, transfer, and deliver to such successor trustee all
property and money held hereunder, and all other assets, documents, instruments,
records and other writings relating to the Litigation Trust, the Litigation Trust
Assets, the Litigation Trust Proceeds, the Litigation Funding Amount, and the
Litigation Trust Interests, then in its possession and held hereunder, and shall
execute and deliver such documents, instruments and other writings as may be
requested by the successor trustee or the CCAA Court to effect the termination of
such predecessor Litigation Trustee’s capacity under the Litigation Trust, this
Agreement and the Plan and otherwise assist and cooperate, without cost or
expense to the predecessor Litigation Trustee, in effectuating the assumption of its
obligations and functions by the successor trustee.

€3] During any period in which there is a vacancy in the position of Litigation
Trustee, the Litigation Trust Board shall appoint one of its members to serve as
interim Litigation Trustee (the “Interim Trustee”). The Interim Trustee shall be
subject to all the terms and conditions applicable to a Litigation Trustee
hereunder. Such Interim Trustee shall not be limited in any manner from
exercising any rights or powers as a member of the Litigation Trust Board merely
by its appointment as Interim Trustee.

(h) The death, resignation or removal of the Litigation Trustee shall not terminate the
Litigation Trust or revoke any existing agency created pursuant to this Agreement
or invalidate any action theretofore taken by the Litigation Trustee.
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3.6 Acceptance of Appointment by Successor Trustee

Any successor trustee appointed hereunder shall execute an instrument accepting such
appointment and assuming all of the obligations of the predecessor Litigation Trustee hereunder
and accepting the terms of this Agreement and agreeing that the provisions of this Agreement
shall be binding upon and inure to the benefit of the successor trustee and all of its heirs, and
legal and personal representatives, successors and assigns, and thereupon the successor trustee
shall, without any further act, become vested with all the estates, properties, rights, powers,
trusts, and duties of its predecessor Litigation Trustee in the Litigation Trust hereunder with like
effect as if originally named herein.

3.7  Regular Meetings of the Litigation Trustee and the Litigation Trust Board

Meetings of the Litigation Trustee, on one hand, and the Litigation Trust Board, on the other, are
to be held with such frequency and at such place as the Litigation Trust Board may determine in
its sole discretion, but in no event shall such meetings be held less frequently than one time
during each quarter of each calendar year.

3.8  Special Meetings of the Litigation Trustee and the Litigation Trust Board

Special meetings of the Litigation Trustee on the one hand, and the Litigation Trust Board, on
the other, may be held whenever and wherever called for either by the Litigation Trustee or at
least two members of the Litigation Trust Board.

3.9  Notice of, and Waiver of Notice for Litigation Trustee and Litigation Trust Board
Meeting

Notice of the time and place (but not necessarily the purpose or all of the purposes) of any
regular or special meeting of the Litigation Trust Board will be given to the Litigation Trustee
and the members of the Litigation Trust Board in person or by telephone, or via mail, electronic
mail, or facsimile transmission. Notice to the Litigation Trustee and the members of the
Litigation Trust Board of any such special meeting of the Litigation Trust Board will be deemed
given sufficiently in advance when (i) if given by mail, the same is deposited in the mail at least
ten calendar days before the meeting date, with postage thereon prepaid, (ii) if given by
electronic mail or facsimile transmission, the same is transmitted at least one Business Day prior
to the convening of the meeting, or (iii) if personally delivered (including by overnight courier)
or given by telephone, the same is handed, or the substance thereof is communicated over the
telephone, to the Litigation Trustee and the members of the Litigation Trust Board or to an adult
member of his/her office staff or household, at least one Business Day prior to the convening of
the meeting. The Litigation Trustee and any member of the Litigation Trust Board may waive
notice of any meeting of the Litigation Trust Board and any adjournment thereof at any time
before, during, or after it is held, subject to applicable law. Except as provided in the next
sentence below, the waiver must be in writing, signed by the Litigation Trustee or the applicable
member or members of the Litigation Trust Board entitled to the notice, and filed with the
minutes or records of the Litigation Trust. The attendance of the Litigation Trustee or a member
of the Litigation Trust Board at a meeting shall constitute a waiver of notice of such meeting,
except when the person attends a meeting for the express purpose of objecting, at the beginning
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of the meeting, to the transaction of any business because the meeting is not lawfully called or
convened,

3.10 Manner of Acting

The Litigation Trustee or any member of the Litigation Trust Board may participate in a regular
or special meeting by, or conduct the meeting through the use of, conference telephone, or
similar communications equipment by means of which all persons participating in the meeting
may hear each other, in which case any required notice of such meeting may generally describe
the arrangements (rather than or in addition to the place) for the holding thereof, The Litigation
Trustee or any member of the Litigation Trust Board participating in a meeting by this means is
deemed to be present in person at the meeting.

3.11 Role of the Litigation Trustee

In furtherance of and consistent with the purpose of the Litigation Trust, the Litigation Trustee,
subject to the terms and conditions contained herein, shall have the power to (i) prosecute,
compromise and settle, abandon or dismiss for the benefit of the Litigation Trust Beneficiaries
all Litigation Trust Claims transferred to the Litigation Trust (whether such suits are brought in
the name of the Litigation Trust, the Litigation Trustee or otherwise), and (ii) otherwise perform
the functions and take the actions provided for or permitted in this Agreement. In all
circumstances, the Litigation Trustee shall act in the best interests of the Litigation Trust
Beneficiaries and in furtherance of the purpose of the Litigation Trust.

3.12  Authority of Litigation Trustee

Subject to any limitations contained herein (including Article 4 hereof and Sections 1.1 and 3.4
of this Agreement) or in the Plan, but in addition to the other powers and authorities granted to
the Litigation Trustee and set forth in this Agreement, the Litigation Trustee shall have the
following powers and authorities:

(a) to hold legal title to any and all rights of the holders of Litigation Trust Interests
in or arising from the Litigation Trust Assets, including collecting, receiving any
and all money and other property belonging to the Litigation Trust (including any
Litigation Trust Proceeds) and, subject to the approval of the Litigation Trust
Board, the right to vote any claim or interest relating to a Litigation Trust Claim
in any proceeding and receive any distribution thereon;

(b)  in consultation with and subject to the approval of the Litigation Trust Board, to
perform the duties, exercise the powers, and assert the rights of a trustee,
including commencing, prosecuting or settling causes of action, enforcing
contracts or asserting claims, defenses, offsets and privileges;

(c) in consultation with and subject to the approval of the Litigation Trust Board, to
protect and enforce the rights to the Litigation Trust Claims by any method
deemed appropriate including by judicial proceedings or pursuant to any
applicable bankruptcy, insolvency, moratorium or similar law and general
principles of equity;
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(d) in consultation with and subject to the approval of the Litigation Trust Board, to
obtain reasonable insurance coverage with respect to the liabilities and obligations
of the Litigation Trustee and the Litigation Trust Board under this Agreement (in
the form of any errors and omissions policy or otherwise);

(e) in consultation with and subject to the approval of the Litigation Trust Board, to
obtain insurance coverage with respect to real and personal property that may
become assets of the Litigation Trust, if any;

) in consultation with and subject to the approval of the Litigation Trust Board, to
retain and pay such counsel and other professionals, including any professionals
previously retained by the ad hoc committee of Noteholders (the “Ad Hoc
Committee”) or SFC, as the Litigation Trustee shall select to assist the Litigation
Trustee in its duties, on such terms as the Litigation Trustee and the Litigation
Trust Board deem reasonable and appropriate, without CCAA Court approval;
and subject to the approval of the Litigation Trust Board, the Litigation Trustee
may commit the Litigation Trust to and shall pay such counsel and other
professionals reasonable compensation for services rendered (including on an
hourly, contingency, or modified contingency basis) and reasonable and
documented out-of-pocket expenses incurred;

(g)  in consultation with and subject to the approval of the Litigation Trust Board, to
retain and pay an accounting firm to perform such reviews and/or audits of the
financial books and records of the Litigation Trust as may be required by
applicable laws (including, if applicable, securities laws) and/or this Agreement,
and to prepare and file any tax returns, informational returns or periodic and
current reports for the Litigation Trust as required by applicable laws (including,
if applicable, securities laws) and/or by this Agreement; subject to the approval of
the Litigation Trust Board, the Litigation Trustee may commit the Litigation Trust
to and shall pay such accounting firm reasonable compensation for services
rendered and reasonable and documented out-of-pocket expenses incurred,

(h) in consultation with and subject to the approval of the Litigation Trust Board, to
retain, enter into fee arrangements with and pay such third parties to assist the
Litigation Trustee in carrying out its powers, authorities and duties under this
Agreement; subject to the approval of the Litigation Trust Board, the Litigation
Trustee may commit the Litigation Trust to and shall pay all such Persons
reasonable compensation for services rendered and reasonable and documented
out-of-pocket expenses incurred, as well as commit the Litigation Trust to
indemnify any such Persons in connection with the performance of services
(provided that such indemnity shall not cover any losses, costs, damages,
expenses or liabilities that result from the gross negligence, bad faith, wilful
misconduct or knowing violation of law by such Persons);

(1) in consultation with and subject to the approval of the Litigation Trust Board, to
waive any privilege (including the Privileges) or any defence on behalf of the
Litigation Trust or, with respect to the Litigation Trust Claims;
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in consultation with and subject to the approval of the Litigation Trust Board, to
investigate, analyze, compromise, adjust, arbitrate, mediate, sue on or defend,
pursue; prosecute, abandon, dismiss, exercise rights, powers, and privileges with
respect to, or otherwise deal with and settle, in accordance with the terms set forth
herein, all causes of action in favour of or against the Litigation Trust;

in consultation with and subject to the approval of the Litigation Trust Board, and
solely with respect to Litigation Trust Claims, to avoid and recover transfers of
SFC’s property as may be permitted by applicable law;

to invest any moneys held as part of the Litigation Trust in accordance with the
terms of Section 3.19 of this Agreement;

in consultation with and subject to the approval of the Litigation Trust Board, to
request any appropriate tax determination with respect to the Litigation Trust;

subject to applicable securities and other laws, if any, to establish and maintain a
website for the purpose of providing notice of Litigation Trust activities in lieu of
sending written notice to the holders of the Litigation Trust Interests and other
such Persons entitled thereto, subject to providing notice of such website to such
holders and other Persons;

in consultation with and subject to the approval of the Litigation Trust Board, to
seek the examination of any Person, subject to the provisions of any applicable
laws or rules;

to make distributions in accordance with Article 6 of this Agreement; and

to take or refrain from taking any and all other actions that the Litigation Trustee,
upon consultation with and subject to the approval of the Litigation Trust Board,
reasonably deems necessary or convenient for the continuation, protection and
maximization of the Litigation Trust Claims or to carry out the purposes hereof,
provided, however, that the Litigation Trustee shall not be required to consult
with or obtain approval of the Litigation Trust Board, to the extent such actions
are purely ministerial in nature.

Limitation of Litigation Trustee’s Authority

()

(b)

Notwithstanding anything herein to the contrary, the Litigation Trustee shall not
(i) be authorized to engage in any trade or business or (ii) take any such actions as
would be inconsistent with the purposes of this Agreement, the preservation of the
assets of the Litigation Trust and the best interests of the Litigation Trust
Beneficiaries.

[The Litigation Trust shall not hold 50% or more of the stock (in either vote or
value) of any Person that is treated as a corporation for federal income tax
purposes, nor be the sole member of a limited liability company, nor have any
interest in a Person that is treated as a partnership for federal income tax purposes,
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unless such stock, membership interest, or partnership interest was obtained
involuntarily or as a matter of practical economic necessity in order to preserve
the value of the Litigation Trust Assets.]

3.14 Books and Records

(a) The Litigation Trustee shall maintain books and records relating to the Litigation
Trust Assets and the Litigation Trust Proceeds and the payment of expenses of,
liabilities of, and claims against or assumed by, the Litigation Trust in such detail
and for such period of time as may be necessary to enable it to make full and
proper accounting in respect thereof, Such books and records shall be maintained
on a modified cash or other comprehensive basis of accounting necessary to
facilitate compliance with the tax reporting and securities law requirements, if
any, of the Litigation Trust as well as the reporting requirements set forth in
Article 8 and elsewhere in this Agreement. Nothing in this Agreement requires
the Litigation Trustee to file any accounting or seek approval of any court with
respect to the administration of the Litigation Trust, or as a condition for
managing any payment or distribution out of the assets of the Litigation Trust.

(b) Holders of the Litigation Trust Interests and their duly authorized representatives
shall have the right, upon reasonable prior written notice to the Litigation Trustee,
and in accordance with the reasonable regulations prescribed by the Litigation
Trustee, to inspect and, at the sole expense of such holder seeking the same, make
copies of the books and records relating to the Litigation Trust on any Business
Day and as often as may be reasonably be desired, in each case for a purpose
reasonably related to such holder’s Litigation Trust Interests and subject to the
confidentiality restrictions set forth in Section 2.5(c) and any other confidentiality
restrictions as the Litigation Trustee or the Litigation Trust Board many deem
appropriate,

3.15 Inquiries into Trustee’s Authority

Except as otherwise set forth in this Agreement or the Plan, no Person dealing with the Litigation
Trust shall be obligated to inquire into the authority of the Litigation Trustee in connection with
the protection, conservation or disposition of the Litigation Trust Claims.

3.16 Compliance with Laws

Any and all distributions of assets of the Litigation Trust shall be in compliance with applicable
laws, including applicable provincial securities laws.

3.17 Compensation of the Litigation Trustee

Notwithstanding anything to the contrary contained herein, the Litigation Trustee shall be
compensated for its services, and reimbursed for its expenses, in accordance with, and pursuant
to the terms of, a separate agreement to be negotiated and executed by the Litigation Trust
Board, which agreement shall not be subject to any third-party notice or approval.
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3.18 Reliance by Litigation Trustee
Except as otherwise provided herein:

(a) the Litigation Trustee may rely on, and shall be protected in acting upon, any
resolution, certificate, statement, instrument, opinion, report, notice, request,
consent, order or other paper or document reasonably believed by the Litigation
Trustee to be genuine and to have been signed or presented by the proper party or
parties; and

(b) Persons dealing with the Litigation Trustee shall look only to the assets of the
Litigation Trust to satisfy any liability incurred by the Litigation Trustee to such
Person in carrying out the terms of this Agreement, and neither the Litigation
Trustee nor any member of the Litigation Trust Board shall have any personal
obligation to satisfy any such liability.

3,19 Investment and Safekeeping of Litigation Trust Assets

Subject to Sections 1.1 and 3.4 of this Agreement, the Litigation Trustee shall invest all
Litigation Trust Assets (other than Litigation Trust Claims), all Litigation Trust Proceeds, the
Litigation Funding Amount and all income earned by the Litigation Trust (pending distribution
in accordance with Article 6 of this Agreement) only in cash and government securities, and the
Litigation Trustee may retain any Litigation Trust Proceeds received that are not cash only for so
long as may be required for the prompt and orderly liquidation of such assets into cash.

3.20 Standard of Care; Exculpation

Neither the Litigation Trustee nor any of its duly designated agents or representatives or
professionals shall be liable for any act or omission taken or omitted to be taken by the Litigation
Trustee in good faith, other than (i) acts or omissions resulting from the Litigation Trustee’s or
any such agent’s, representative’s or professional’s gross negligence, bad faith, wilful
misconduct or knowing violation of law or (ii) acts or omissions from which the Litigation
Trustee or any such agent, representative or professional derived an improper personal benefit.
The Litigation Trustee may, in connection with the performance of its functions, and in its sole
and absolute discretion, consult with its counsel, accountants, financial advisors and agents, and
shall not be liable for any act taken, omitted to be taken, or suffered to be done in accordance
with advice or opinions rendered by such Persons. Notwithstanding such authority, the
Litigation Trustee shall be under no obligation to consult with its counsel, accountants, financial
advisors or agents, and its good faith determination not to do so shall not result in the imposition
of liability on the Litigation Trustee, unless such determination is based on gross negligence, bad
faith, wilful misconduct or knowing violation of law. No amendment, modification or repeal of
this Section 3.20 shall adversely affect any right or protection of the Litigation Trustee or any of
its agents, representatives or professionals that exists at the time of such amendment,
modification or repeal.
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ARTICLE 4
LITIGATION TRUST BOARD

4.1 Litigation Trust Board

A litigation trust board (the “Litigation Trust Board”) shall be established and consist of three
Persons. The initial Litigation Trust Board members shall consist of the three Persons appointed
to serve in such capacity pursuant to the Sanction Order. The members of the Litigation Trust
Board shall have the right to direct and remove the Litigation Trustee in accordance with
Section 3.5(c) of this Agreement, and shall have such other rights to operate and manage the
Litigation Trust as are not inconsistent with the terms of this Agreement. No holder of Litigation
Trust Interests (except to the extent such holder is a member of the Litigation Trust Board) shall
have any consultation or approval rights whatsoever in respect of management and operation of
the Litigation Trust.

4.2  Authority of the Litigation Trust Board

The Litigation Trust Board shall have the authority and responsibility to oversee, review, and
guide the activities and performance of the Litigation Trustee and shall have the authority to
remove the Litigation Trustee in accordance with Section 3.5(c) of this Agreement. The
Litigation Trustee shall consult with and provide information to the Litigation Trust Board in
accordance with and pursuant to the terms of this Agreement and the Plan. The Litigation Trust
Board shall have the authority to select and engage such Persons, and select and engage such
professional advisors, including any professional previously retained by the Ad Hoc Committee
or SFC, in accordance with the terms of this Agreement, as the Litigation Trust Board deems
necessary and desirable to assist the Litigation Trust Board in fulfilling its obligations under this
Agreement. The Litigation Trustee shall pay the reasonable fees of such Persons and firms
(including on an hourly, contingency, or modified contingency basis) and reimburse such
Persons for their reasonable and documented out-of-pocket costs and expenses consistent with
the terms of this Agreement.

4.3  Regular Meetings of the Litigation Trust Board

Meetings of the Litigation Trust Board are to be held with such frequency and at such place as
the Litigation Trustee and the members of the Litigation Trust Board may determine in their
reasonable discretion, but in no event shall such meetings be held less frequently than one time
during each quarter of each calendar year,

4.4  Special Meetings of the Litigation Trust Board

Special meetings of the Litigation Trust Board may be held whenever and wherever called for by
the Litigation Trustee or any two members of the Litigation Trust Board.

4.5  Manner of Acting

(a) A majority of the total number of members of the Litigation Trust Board then in
office shall constitute a quorum for the transaction of business at any meeting of
the Litigation Trust Board; provided, however, that all decisions or approvals or

WSLegal\059250\00007\8375644 v1



750
-18 - DRAFT

other actions of the Litigation Trust Board shall require the affirmative vote of a
majority of all of the members of the Litigation Trust Board, and such an
affirmative vote obtained as to any particular matter, decision, approval or other
action at a meeting at which a quorum is present shall be the act of the Litigation
Trust Board, except as otherwise required by law or as provided in this
Agreement.

(b) Voting may, if approved by the majority of all of the members of the Litigation
Trust Board, be conducted by electronic mail or individual communications by
the Litigation Trustee and each member of the Litigation Trust Board.

© Any member of the Litigation Trust Board who is present and entitled to vote at a
meeting of the Litigation Trust Board (including any meeting of the Litigation
Trustee and the Litigation Trust Board) when action is taken is deemed to have
assented to the action taken, subject to the requisite vote of the Litigation Trust
Board unless; (i) such member of the Litigation Trust Board objects at the
beginning of the meeting (or promptly upon his/her arrival) to holding it or
transacting business at the meeting; or (ii) his/her dissent or abstention from the
action taken is entered in the minutes of the meeting; or (iii) he/she delivers
written notice (including by electronic or facsimile transmission) of his/her
dissent or abstention to the Litigation Trust Board before its adjournment. The
right of dissent or abstention is not available to any member of the Litigation
Trust Board who votes in favour of the action taken.

(d)  Prior to the taking of a vote on any matter or issue or the taking of any action with
respect to any matter or issue, each member of the Litigation Trust Board shall
report to the Litigation Trust Board any conflict of interest such member has or
may have with respect to the matter or issue at hand and fully disclose the nature
of such conflict or potential conflict (including disclosing any and all financial or
other pecuniary interests that such member might have with respect to or in
connection with such matter or issue, other than solely as a holder of a Litigation
Trust Interest). A member who has or who may have a conflict of interest shall
be deemed to be a “conflicted member” who shall not be entitled to vote or take
part in any action with respect to such matter or issue (provided, however, such
member shall be counted for purposes of determining the existence of a quorum);
the vote or action with respect to such matter or issue shall be undertaken only by
members of the Litigation Trust Board who are not “conflicted members” and,
notwithstanding anything contained herein to the contrary, the affirmative vote of
only a majority of the members of the Litigation Trust Board who are not
“conflicted members” shall be required to approve of such matter or issue and the
same shall be the act of the Litigation Trust Board.

4.6  Litigation Trust Board’s Action Without a Meeting

Any action required or permitted to be taken by the Litigation Trust Board at a meeting of the
Litigation Trust Board may be taken without a meeting if the action is taken by unanimous
written consent of the Litigation Trust Board as evidenced by one or more written consents
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