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ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

Court File No. CV-12-9667-00CL 

IN THE MATTER OF THE COMPANIES CREDITORS' 
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

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

CORPORATION 

NOTICE OF MOTION 
(Motion Returnable October 9-10, 2012) 

The applicant, Sino-Forest Corporation ("SFC"), will make a motion to Justice Morawetz 

of the Commercial List court on October 9 and 10,2012 at 10:00 a.m., or as soon after that time 

as the motion can be heard, at 330 University Avenue, Toronto, Ontario. 

PROPOSED METHOD OF HEARING: The motion is to be heard orally. 

THE MOTION IS FOR AN ORDER: 

(a) Abridging the time for service of the Notice of Motion and Motion Record in 

respect of this motion and dispensing with further service thereof; 

(b) Extending the Stay Period (as defined in the Initial Order in the proceedings 

pursuant to the Companies' Creditors Arrangement Act, (Canada) R.S.C. 1985, c. 

C-36, as amended (the "CCAA") granted by this Honourable Court on March 30, 

2012 (the "Initial Order")) to December 3, 2012. 
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(c) Such further and other relief as counsel may request and this Honourable Court 

deems just. 

THE GROUNDS FOR THE MOTION ARE: 

BACKGROUND 

a) On March 30, 2012, this Honourable Court made an Initial Order granting the 

CCAA stay of proceedings against the Applicant and certain of its subsidiaries 

and appointing FII Consulting Canada Inc. as the Monitor in the CCAA 

proceedings; 

b) Also on March 30, 2012, this Honourable Court made the Sale Process Order 

approving sale process procedures in the form attached thereto (the "Sale Process 

Procedures") and authorizing and directing SFC, the Monitor and Houlihan Lokey 

(the "Financial Advisor") to perform each of their obligations thereunder and to 

do all things reasonably necessary to perform their obligations thereunder; 

c) On May 31, 2012, this Honourable Court extended the CCAA Stay to September 

28,2012; 

d) On September 28, 2012, this Honourable Court extended the CCAA Stay to 

October 11,2012; 
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EVENTS SINCE MAY 31, 2012 

e) Since the commencement of the CCAA proceedings, the Applicant has taken 

several steps in the CCAA proceedings in order to further the Plan of 

Compromise and Reorganization; 

EXTENSION OF THE STAY PERIOD 

f) The Applicant is proceeding in good faith with due diligence; 

g) The Applicant requires an extension of the Stay Period while it continues to work 

towards implementing the Plan; 

MISCELLANEOUS 

h) The provisions of the CCAA; and 

i) Such further and other grounds as counsel may advise and this Honourable Court 

permit. 

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the 

motion: 

a) The affidavit of W. Judson Martine sworn September 24, 2012; 

b) The affidavit of W. Judson Martin sworn October 3, 2012;  

c) The Ninth Report of the Monitor; and  
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d) Such further or other material as counsel may advise and this Honourable Court 

may permit. 

September 28, 2012 

TO: THE SERVICE LIST 

BENNETT JONES LLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5X lA4 

Robert W. Staley (LSUC #27115J) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #43420J) 
Raj Sahni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 
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COUll File No. CV-12-9667-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES' CREDITORS 

ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 

ARRANGEMENT OF SINO-FOREST CORPORATION 

AFFIDAVIT OF W. JUDSON MARTIN 
(Motions Returnable October 9-10, 2012) 

(Sworn October 3, 2012) 

I, W. Judson Matlin, of the City of Hong Kong, Special Administrative Region, People's 

Republic of China, MAKE OATH AND SAY: 

I. I am the Vice-Chairman and Chief Executive Officer of Sino-Forest Corporation ("SFC"). 

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

Where 1 do not possess personal knowledge, I have stated the source of my information and J 

believe such information to be true. 

2. I swear this affidavit in support of SFC's motion for a stay extension order and in response 

to the motions brought by the Ad Hoc Committee of Purchasers of the Applicant's Securities, 

including the plaintiffs in the proposed Ontario class action bearing court file number CV-Il-

431153CP and the plaintiffs in the proposed Quebec class action bearing COUll file number 200-

06-0001320 III (the "Class Action Plaintiffs") seeking an order (i) lifting the stay of proceedings 
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for pending motions and petition in the proposed class actions; (ii) directing the production of 

confidential documents for use in the proposed class actions; (iii) appointing the Class Action 

Plaintiffs as the representatives for the classes proposed in the proposed class actions; and (iv) 

granting the Class Action Plaintiffs the right to vote (if necessary) on SFC's plan of compromise 

and reorganization. It is SFC's intention to oppose these motions. 

3. Capitalized terms not defined in this affidavit are as defined in my affidavit sworn March 

30, 2012 (the "Initial Order Affidavit"). A copy of my Initial Order Affidavit (without exhibits) 

is attached hereto as Exhibit "A". 

BACKGROUND 

4. On March 30, 2012, this Honourable Court made an Initial Order granting the CCAA stay 

of proceedings against SFC and certain of its subsidiaries (the "CCAA Stay") and appointing FTI 

Consulting Canada Inc. as the Monitor in the CCAA proceedings. A copy of the Initial Order is 

attached as Exhibit "B". 

5. On May 31, 2012, this Honourable COlllt extended the CCAA Stay to September 28, 2012 

(the "May 31 Stay Extension Order"). On September 28, 2012, this Honourable COlllt extended 

the CCAA Stay to October 10,2012 (the "September 28 Stay Extension Order"). Copies of the 

May 31 Stay Extension Order and September 28 Stay Extension Order are attached as Exhibits 

"C" and "D" respectively. 
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DEVELOPMENTS SINCE SEPTEMBER 24, 2012 

i. Developments in the CCAA Proceedings 

6. My September 24, 2012 affidavit, sworn in connection with the motion for the September 

28 Stay Extension Order, describes developments in the CCAA proceedings and other 

developments affecting SFC since the May 31 Stay Extension Order. A copy of my affidavit 

sworn September 24,2012 (without exhibits) is attached as Exhibit "E". 

7. 1 describe below additional developments affecting SFC that occurred after 1 swore my 

September 24,2012 affidavit. 

ii. Ontario Secul'ities Commission 

8. On September 25, 2012, SFC received a second "Enforcement Notice" from staff ("Staff") 

of the Ontario Securities Commission (the "OSC"). In sending the Enforcement Notice to SFC's 

counsel, Staff asserted that the contents of the Enforcement Notice were protected from 

disclosure pursuant to sections 16 and 17 of the Ontario Securities Acl. 

9. On September 26, 2012, SFC issued a press release announcing receipt of the Enforcement 

Notice . As described in the press release, the Enforcement Notice adds a further allegation, 

similar in nature to the allegations in the Statement of Allegations in relation to SFC and others 

that was posted on the OSC's website on May 22, 2012. A copy of the press release is attached 

as Exhibit "F". 

iii. David Horsley 

10. David Horsley ("Horsley") ceased to be employed by SFC on September 27, 2012. 
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II. As I have previously advised the Court, Horsley was the Senior Vice President and Chief 

Financial Officer of SFC from October 2005 until April 2012. In April 2012, Horsley resigned 

as Chief Financial Officer, at SFC's request, following the receipt by SFC and certain of its 

former officers, including Horsley, of Enforcement Notices from Staff. 

12. On May 22, 2012, together with SFC and others, Horsley was named as a respondent in an 

enforcement proceeding commenced by Staff. Horsley continued at SFC after resigning as Chief 

Financial Officer until he ceased to be employed by SFC on September 27, 2012. 

13. On September 27, 2012, SFC issued a press release announcing that Horsley had ceased to 

be employed by SFC. A copy of this press release is attached as Exhibit "G". 

PROPOSED EXTENSION OF THE STAY PERIOD 

14. In its motion, SFC is seeking to extend the stay of proceedings to December 3, 2012. 

December 3, 2012 is the first business day following November 30, 2012 which, pursuant to 

SFC's proposed plan of compromise and restructuring (the "Plan"), is the outside date for Plan 

ratification. 

IS. The extension of the CCAA Stay through December 3, 2012 is necessary in order to 

provide stability to Sino-Forest's business while SFC, with the assistance of its advisors and the 

Monitor, works diligently on completing the steps necessary to enable the mailing of meeting 

materials to creditors and voting on the Plan as required by the Plan Filing and Meeting Order, 

issued by this Honourable Court on August 31, 2012. 

16. I understand that the Monitor's Ninth RepOll, which will be filed with this Honourable 

COlll't in connection with SFC's motion, wi II set out updated cash flows. The updated cash 
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forecast will show that SFC has sufficient funds to fund the proceedings through the proposed 

stay extension period. 

17. Since swearing my September 24, 2012 affidavit, SFC has acted and continues to act in 

good faith and with due diligence. 

18. I do not believe that any creditor will suffer any material prejudice if the CCAA Stay is 

extended. 

SFC OPPOSES LIFTING THE STAY OF PROCEEDINGS 

19. The Class Action Plaintiffs are moving to lift the CCAA Stay to bring motions for class 

action celtification and for leave to proceed with statutory secondary market claims in the 

proposed class actions. 

20. There has been a significant reduction in Sino-Forest management personnel since the 

commencement of SFC's CCAA proceeding, arising both from attrition and from company

initiated departures. 

21. SFC's management resources are limited and are fully engaged effecting SFC's 

restructuring in a very tight time frame. Members of SFC's Board of Directors also are actively 

involved in these effOlts. SFC's ability to continue forward with its restructuring in the best 

interests of SFC's stakeholders could be significantly affected if the time and efforts of its 

management, directors and advisors are diverted from the restructuring at this critical time. 

22. Moreover, the Plan calls for the release of SFC and the named directors listed therein from 

certain claims arising from the proposed class actions. It is a waste of SFC's limited resources to 
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compel SFC and the named directors to respond to proposed motions in the class actions until it 

is known from which of the claims they will ultimately be released. 

23. Many of the defendants in the class actions seek to be indemnified by SFC for their costs 

and liabilities in these class actions. Such indemnification claims are advanced by SFC's former 

auditors and underwriters as well as its current and former officers and directors, and are 

purported to be founded in contract, common law and statutory claim over provisions. The 

relevant indemnification clauses are described in my affidavit sworn April 23, 20 12. A copy of 

that affidavit (without exhibits) is attached as Exhibit "H". 

SFC OPPOSES PRODUCTION OF SFC'S CONFIDENTIAL DOCUMENTS 

24. Pursuant to a consent order issued by this Honourable Court on July 25, 2012, a copy of 

which is attached as Exhibit "I", the parties to the Canadian class action proceedings palticipated 

in a two-day mediation. That mediation was conducted by the Honourable Justice Newbould, 

and was held at the offices of Bennett Jones LLP on September 4 and 5,2012. The mediation 

did not result in a settlement, although informal settlement discussions between the parties have 

continued and are expected to continue. 

25. In connection with that mediation, SFC consented to certain relief sought by class counsel 

(the "Mediation Documents Order"). A copy of the Mediation Documents Order of thi s 

Honourable COUlt dated July 30, 2012 is attached as Exhibit "J". 

26. The relief sought involved the production of otherwise confidential SFC documents to the 

parties to the mediation for the purpose of use in that mediation and pursuant to the terms and 

conditions set out in non-disclosure agreements executed by each of the parties to the mediation. 

11



7 

27. SFC consented to the Mediation Documents Order and made these documents available to 

the mediating parties upon the understanding that these confidential documents were to be used 

by the parties in a good faith effort to resolve the issues in the proposed class actions through a 

mediated settlement. 

28. Each of the mediating parties was required to sign a non-disclosure agreement prior to 

being able to access these confidential documents. A copy of a sample non-disclosure agreement 

signed by the mediating parties is attached as Exhibit "K". 

29. I am advised by counsel that 18,295 documents were made available by SFC in the data 

room pursuant to the Mediation Documents Order. The documents contain information 

regarding Sino-forest's business processes and internal workings that has not been publicly 

disclosed . 

30. SFC has publicly disclosed, and the Monitor has repOited, that SFC has experienced 

difficulties in connection with the collection of accounts receivable and in its relationships with 

some contracting parties. SFC is working actively, with assistance from legal counsel in Hong 

Kong and the People's Republic of China ("PRC"), to enforce its rights in relation to these 

difficulties and relationships. 

31. The information disclosed to the mediating parties includes information identifying parties 

with which SFC has done and continues to do business in the PRC, and SFC's relationships with 

those parties. 

32. To avoid interference with SFC's commercial relationships, which could be prejudicial to 

SFC's effOits to enforce its rights, and prejudicial to the interests of SFC's creditors, SFC has 
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kept confidential the identity of most of its contracting parties in the PRC. SFC does not want 

litigation parties sending investigators or other representatives to SFC's contracting parties, as 

SFC believes this could impair SFC's efforts to enforce its legal rights against those parties. 

S WORN BEFORE ME at the City of Hong 
Kong, Special Administrative Region, 
People's Republic of China, this 3'd day of 

OctOb~_ 

6~ 
A Commissioner of Oaths 

:>~<- 1'. "i7G1..<.. 

) 
) 
) 
) 
) 

~~' .. Q~ 
W. Judson Martin 

13



IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED AND IN THE 
MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

Proceedings commenced in Toronto 

AFFIDAVIT OF W. JUDSON MARTIN 
(Sworn October 3, 2012) 

BENNETT JONES LLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5X IA4 

Robert W. Staley (LSUC #271151) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #434201) 
Raj Sahni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 

14



THIS IS EXHIBIT "A" TO 

THE AFFIDAVIT OF W. JUDSON MARTIN 

SWORN October :3 ,2012 

V 
A Commissioncr, etc. 

16 

15

fimioe
Text Box



ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

Court File No. 

IN THE MATTER OF THE COMPANIES' CREDITORS 

ARRANGEMENT ACT, R.S.C. 1985, c. C·36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR 

ARRANGEMENT OF SINO·FOREST CORPORATION 

AFFIDAVIT OF W. JUDSON MARTIN 
(Sworn March 30, 2012) 

I, W. Judson Martin, of the City of Hong Kong, Special Administrative Region, People's 

Republic of China, MAKE OATH AND SAY: 

1. I am the Vice·Chairman and Chief Executive Officer of Sino· Forest Corporation ("SFC"). 

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

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

believe such information to be true. 

2. This affidavit is sworn in support of an application by SFC for an initial order (the "Initial 

Order") pursuant to the Companies' Creditors Arrangement A ot (the "CCAA"), a sale process 

order (the "Sale Process Order") and other requested relief. In preparing this affidavit, I have 

consulted with other members of SFC's senior management team and, where necessary, members 

of the senior management teams of certain of SFC's subsidiaries. 
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3. All references to dollar amounts contained in this affidavit are to United States Dollars 

unless otherwise stated. 

I. OVERVIEW 

4. SFC is a Canadian corporation and is the direct or indirect parent of approximately 140 

subsidiaries, the majority of which are incorporated in the People's Republic of China (the 

"PRC"). The terms "Sino·Forest Companies" and "Sino·Forest" refer to the global enterprise as 

a whole (but, for greater certainty, do not include the GTeenheart Group, defined below). 

5. Sino· Forest is a major integrated forest plantation operator and forest products company. 

Its principal businesses include the ownership and management of plantation forests, the sale ·of 

standing timber and wood logs, and the complementary manufacturing of downstream 

engineered·wood products. The majority of Sino·Forest's plantations are located in the southern 

and eastern regions of the PRC, ptimarily in inland regions suitable for large.scale replanting. 

6. Sino·Forest's business operations are mainly in the PRC with corporate offices in Hong 

Kong and Ontario, Canada. 

7. On June 2, 2011, Muddy Waters, LLC ("Muddy Waters"), which held a short position on 

SFC's shares, published a report (the "MW RepOlt") alleging that Sino·Forest, among other 

things, was a "near total fraud" and a "Ponzi scheme." SFC's board of directors (the "Board") 

appointed an independent committee (the "IC") to investigate the Muddy Waters allegations. 

8. While the IC has been able to address certain of the allegations made by Muddy Waters, 

the MW Report has had a ripple effect in causing substantiai damage to SFC, its business, and 

future prospects for viability. As part of the fallout from the MW Report, (i) SFC now finds 
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itself embroiled in multiple class action proceedings across Canada and in the U.S., (il) SFC is 

the subject of Ontario Securities Commission ("OSC"), Hong Kong Securities and Futures 

Commission ("HKSFC"), and Royal Canadian Mounted Police ("RCMp") investigations, and 

(iii) SFC's Audit Committee recommended, and the Board agreed, that SFC should defer the 

release of SFC's third quarter 2011 financial statements (the "Q3 Results") until certain issues 

could be resolved to the satisfaction of the Board and SFC's external auditor 

9. Significantly, SFC's inability to file its Q3 Results resulted in a default under its note 

indentures, which could have resulted in the acceleration and enforoement of approximate1y $1.8 

billion in notes issued by SFC and guaranteed by many of its subsidiaries. 

10. Following extensive discussions with an ad hoc committee of noteholders (the "Ad Hoc 

Noteholders"), holders of a mt\iority in principal amount of SFC's senior notes agreed to waive 

the default arising from SFC's failure to release the Q3 Results on a timely basis, on certain 

terms and conditions that were set forth jn waiver agreements between certain of the noteholders 

and SFC, which were made publicly available on January 12, 2012 and are attached as Exhibit 

"A", 

11. While the waiver agreements prevented the indenture trustees under the relevant note 

indentures from accelerating and enforcing the note indebtedness as a result of SFC's failure to 

file its Q3 Results, those waiver agreements wiIl expire on the earlier of April 30, 2012 and any 

earlier termination of the waiver agreements in accordance with their terms. In addition, SFC's 

pending failure to file its audited financial statements for its fiscal year ended Decem bel' 31, 

2011 (the "2011 Results") by March 30, 2012 will again put the indenture trustees in a position 

18



4 

to accelerate and enforce the bond indebtedness, creating additional unce11ainty around Sino

Forest's business. 

12. SFC has made considerable efforts to address issues identified by SFC's Audit Committee 

and the IC and by its external auditor, Ernst & Young LLP, as requiring resolutio.n in order for 

SFC to be in a position to obtain an audit opinion in relation to its 2011 financial statements. 

13. However, notwithstanding SFC's best efforts, many of these issues cannot be resolved to 

the satisfaction of SFC's auditor or cannot be resolved within a timeframe that would protect and 

preserve the value of the business, and that would allow SFC to comply with its obligations 

under its note indentures. Therefore, absent a resolution with the noteholders, the indenture 

trustees would be in a position to enforce their legal rights as early as April 30, 2012. 

14. Following extensive arm's length negotiations between SFC and the Ad Hoc Noteholders, 

the parties agreed on the framework for a consensual resolution of SFC's defaults and the 

restructuring of its business, and entered into a support agreement (the "Support Agreement") on 

March 30,2012, which was executed by holders of SFC's notes holding approximately 40% of 

the notes. The Support Agreement contemplates, and in fact provides an incentive for, additional 

noteholders becoming party to the Support Agreement by way of joinder agreements. 

Accordingly, I fully expect that noteholders holding more than 50% of each series of notes will 

ultimately sign up to the Support Agreement. 

15. The Support Agreement provides that SFC will pursue a plan of al1'angement or 

compromise (the "Plan") on the tel1us set out in the SuppOli Agreement in order to implement 

the agreed-upon restructuring transaction as part ofthis CCAA proceeding which would, among 

other things, (i) see SFe's business operations conveyed to, and revitalized under, a new entity to 
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be owned primarily by the noteholders ("SF Newco"), (ii) provide stakeholders of SFC with 

claims ranking behind the noteholders (the "Junior Constituents") with certain participation 

rights in SF Newco, and (iii) create (and provide funding for) a framework for the prosecution of 

certain litigation claims for the benefit of cel1ain of SFC's stakeholders, The agreement also 

provides that each noteholder that is a .signatory thereto (the "Consenting Noteholders") will vote 

its notes in favour ofthc Plan at any meeting of creditors, 

16, The Support Agreement further provides that SFC will undertake a sale process (the "Sale 

Process") in accordance with the sale process procedures (the "Sale Process Procedures") which 

have been developed in consultation with the proposed monitor, and have bcen accepted by the 

parties to the Support Agreement. 

17, The Sale Process is intended to provide a "market test" by which third parties may propose 

to acquire Sino-Forest's business operations through a CCAA Plan (in a manner that would under 

certain scenarios potentially ·allow Junior Constituents to share in the proceeds of a sale even 

though the noteholders may not be paid in full) as an altemative to the SF Newco restructuring 

transaction between SFC and its noteholders, described above, 

18, A redacted copy of the Support Agreement (redacted to preserve confidentiality of the 

parties only) is attached as Exhibit "B" and will be posted onSEDAR and the proposed 

monitor's website at ht1p;/lcfcanada,fjiconsulting,com/sfc, 

19, As described in greater detail below, SFC's business operations are primarily in the PRC 

and are held by SFC through intermediate holding companies incorporated (for the most part) in 

either the British Virgin Islands ("BVI") or I-long Kong, Most of these intermediate holding 

companies .are guarantors of SFC's note indebtedness, 
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20. As further described below, as a result of the uncertainty created by the MW Report, Sino

Porest's business has been severely curtailed, and Sino-Porest's ability to grow its business has 

been severely reduced. Therefore, SPC now needs to be restructured in order to continue the 

development of the business 'and unlock the value of its asset base for the benefit of its 

stakeholders. Purther, although the PRC government has been generally cooperative and 

encouraging of Sino-Porestto date, it has expressed increasing concern as to the future of Sino

Porest in the PRC. As discussed below, the ongoIng support and relationship with the PRC 

government (on all levels) is crucial to Sino-Porest's operations. 

21. Among other things, the Sino-Porest Companies are (i) having a difficult time maintaining 

existing and obtaining new credit in the PRC to help fund the PRC-based business operation and 

in Hong Kong for the imported log trading business, (ll) making very few purchases of new 

timber (and therefore not expanding their asset base), (iii) finding it difficult to collect their 

accounts receivables, and (Iv) receiving increasing demands on their accounts payable. I believe 

that, if Sino-Porest's business is to be saved in a manner beneficial to SPC's stakeholders, it is 

imperative that SPC take steps to demonstrate that Sino-Porest's business is being separated from 

the uncertainty created by the MW Report. 

22. Accordingly, and for the reasons sct out herein, the commencement of a restructuring and 

the Sale Process is urgently required and should be pursued to preserve SFC's business as a 

going concern and thus the inherent value of the enterprise. 

23. This application has been authorized by the Board. 
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II. PERSONAL BACKGROUND 

24, I began my career with PricewaterhouseCoopers in 1979, In 1982 I joined Trizec 

Corporation Ltd, ("Trizec"), a Toronto Stock Exchange ("TSX") listed commercial real estate 

company then controlled by the Brascan Group, During my 13 years with the group of 

companies controlled by the Brascan Group, I held several senior positions, including Vice 

President, Finance and Treasurer ofTrizec, Executive Vice President and Chief Financial Officer 

of Brookfield Development Corporation, and President and CEO of Trilon Securities 

Corporation, 

25, After leaving the Brascan Group, I joined MDC Corporation, where my positions included 

Senior Executive Vice President, Chief Financial Officer and Chief Operating Officer, and a 

member of the company's board ofdirectors, 

26. In 1999, I was appointed Senior Executive Vice President and Chief Financial Officer of 

Alliance Atlantis Communications Inc. ("Alliance Atlantis"), then Canada's leading 

entertainment and broadcasting company that was then listed on the TSX and on the NASDAQ, 

I ceased to be an executive and employee of Alliance Atlantis in 2005 due to health reasons and 

thereafter acted as a consultant to Alliance Atlantis until 2007, 

27, I have been a director of SFC since 2006, I joined the Board in 2006 as an independent, 

external director, I was appointed Lead Director in 200'7, a position I held until June 2010, when 

I became an employee of SFC responsible for its acquisition of Greenheart Group Limited 

(Bermuda) ("Greenheart") and its subsidiaries (collectively, the "Greenheart Group"), At that 

time I became Executive Vice-Chairman of SFC and, following SFC's acquisition of a majority 

interest in Greenhea11 in August 2010, I became the CEO and an Executive Director of 
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Greenhea11 and in 2011 was appointed Chairman of Greenheart. On August 26, 2011, I was 

appointed as CEO of SFC. I have lived and worked out of Hong Kong since becoming an 

employee ofSFC in 2010. 

III. SINO-FOREST CORPORATION 

A. Overview 

28. SFC was formed under the Business Corporations Act (Ontario) upon the amalgamation of 

Mt. Kearsage Minerals Inc. and 1028412 Ontario Inc. pursuant to articles of amalgamation dated 

March 14,1994. The articles of amalgamation were amended by at1icles of amendment filed on 

July 20, 1995 and May 20, 1999 to effect cel1ain changes in the provisions attaching to SFC's 

class A subOl'dinate-voting shares and SFC's class B multiple-voting shares. 

29. On June 25,2002, SFC filed articles of continuance to continue under the Canada Business 

Corporations Act (the "CBCA"), On June 22, 2004, SFC filed at1icles of amendment whereby 

its class A subordinate-voting shares were reclassified as common shares and its class B 

multiple-voting shares were eliminated, A copy of the articles of continuance referred to above 

is attached as Exhibit "C". 

30. Subject to paragraph 31 below, copies of all SFC financial statements prepared during the 

year preceding the application for the Initial Order are attached as Exhibit "D". In considering 

these financial statements, the Court should be aware that SFC cautioned in a January 10,2012 

press release, a copy of which is -attached as Exhibit "E", that its historic financial statements 

(upon which portions of this affidavit are based) and related audit reports should not be relied 

upon. The ciroumstanoes gi ving rise to the press release are discussed below. 
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31, Attached as Exhibit "F" is a copy of the management-prepared unaudited financial 

statements for the third quarter of 2011. These statements have not been approved by SFC'g 

Audit Committee or the Board and are subject to the limitations described in the January 10, 

2012 press release, Moreover, they have not been subject to the same level of internal and 

external review and analysis as SFC's prior annual audited andguartel'ly financial statements, 

These financial unaudited statements have not previously been publicly disclosed, 

32, Sino-Forest is a publicly listed major integrated forest plantation operator and forest 

products company, with assets predominantly in the PRe, Its principal businesses include the 

sale of standing timber and wood logs, the ·ownership and .management ·of forest plantation trees, 

and the complementary manufacturing of downstream engineered-wood products, As at 

December 31,2010, Sino-Forest reported !lPproximate1y 788,700 heotares of forest plantations 

under management, located primarily in· the southern and eastern regions of the PRC, 

33, In· addition, SFC holds an indireot majority interest in Oreenheart, a Hong Kong listed 

investment holding company, which, together with its subsidiaries, as at March 31,2011, owned 

certain rights and managed approximately 312,000 bectares of hardwood forest concessions in 

the Republic of Suriname ("Suriname") and 11,000 hectares of a radiata pine plantation on 

13,000 hectares of freehold land in New Zealand, 

34, While Oreenheart is an indirect subsidiary of SFC, it has its own distinct operations and 

financing arrangements and is not party to or a guarantor of the notes issued by SFC. Oreonheart 

Group and SFC operate out of separate office buildings in Hong Kong. 

35. Greenheart Group was not implicated in the allegations made against .Sino-Forest by 

Muddy Waters on hme 2, 2011, discussed below, As such, the Greenheart Oro\)P and matters 
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relating thereto are not intended to be affected by or Included in this proceeding. Greenheart 

Group has nevertheless been impacted by the allegations made against Sino-Forest. Among 

other things, Greenheart Group has previously relied on ftmding from SFC and could be 

negatively impacted if SFC's busine.ss ceases to operate as a going concern. This in turn could 

negatively impact the value ofSFC's investment in Greenheart. 

36. Since 1995, SFC has been a publicly listed company on the TSX with its shares traded 

under the symbol "TRE". SFC's .registered office is in Mississauga, Ontario and its principal 

executive office is in Hong Kong. Two of SFC'S senior financial officers reside in Ontarlo, as do 

three of its external directors. 

37. SFC has issued four series of notes which have a combined principal amount outstanding 

of approximately $1.8 billion. Two of the series of notes are supported by guarantees from 64 of 

SFC'S subsidiaries (none of which are incOl'porated in the PRC), and the other two series of notes 

are supported by guarantees fi'om 60 of those same subsidiaries and share pledges from 10 of 

those same subsidiaries. 

38. Celiain other Sino-Forest Companies have their own distinct banking facilities which are 

not intended to be affected by or included in this proceeding. In particular, none of the 

subsidiaries incorporated in the PRC are party to or guarantors of SFC's notes and are not 

intended to be affected by or included in this proceeding. 

B. Corporate Structure 

39. SFC is thesolc shareholder of Sino-Panel Holdings Limited (incorporated in the BVI), 

Sino-Global Holdings Inc. (incorporated in the BVI), Sino-Panel Corporation (incorporated in 

Canada), Sino-Wood Partners Limited (incorporated in Hong Kong), Sino-Capital Global Inc. 
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(incorporated in the BVI), and Sino-Forest International (Barbados) Corporation (incorporated in 

Barbados), SFC also holds all of the preference shares of Sino-Forest Resources Inc, 

(incorporated in the BVI), Some of these subsidiaries have further direct and indirect 

subsidiaries, A copy of the Sino-Forest corporate organization chart is attached as Exhibit "G" 

(which includes certain major subsidiaries of Greenheart). 

40, A total of 137 entities make up the Sino-Forest Companies: 67 PRC incorporated entities 

(with .]2 branch companies), 58 BVI incorporated entities, 7 Hong Kong incorporated entities, 2 

Canadian entities and 3 entities incorporated in other jurisdictions. A list of all subsidiaries with 

addresses is attached as Exhibit "H" (which does not include subsidiaries of Greenheart, but does 

co~tain Sino-Forest branch companies). 

C. Capital Structure 

1. Equity 

41. The authorized share capital of SFC consists of an unlimited number of common shares 

and an unlimited number of preference shares issuable in series. Each holder of common shares 

is entitled to one vote at meetings of shareholders other than meetings of the holders of another 

class of shares. 

42. Each holder of common shares is also entitled to .receive dividends if, as and when 

declared by the Board. Holders of common shares are also entitled to participate in any 

distributiofi of net assets upon liquidation, dissolution or winding-up on an equal basis per share. 

There are no pre-emptive, redemption, retTaction, purchase or conversion rights attaching to the 

common shares. 
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43. As at June 30, 2011, a total of 246,095,926 common shares were Issued and outstanding. 

No preference shares have been ·issued. 

2. Debt 

44. SFC has issued four series of notes which remain outstanding. The four series of notes 

mature at various times between 2013 and 2017. The note indenture for each series of notes 

provides that it is governed by New York law. Each note indenture contains a "no suits by 

holders" clause. ·Other than the debt ·outstanding under the notes, SFC does not have any 

significant levels of normal course payables. 

(a) 2017 Senior Notes 

45. On October 21, 2010, SFC issued guaranteed senior notes in the principal amount of $600 

million. These notes mature on October 21, 2017, and interest is payable semi-annually, on 

April 21 and October 21, at a rate of 6.25% per annum. These notes are listed on the Singapore 

Stock Exchange and are supported by .guarantees from 60 subsidiaries of SFC and share pledges 

from 10 of those same subsidiaries. A copy ofthe relevant indenture is attached as Exhibit "I". 

(b) 2016 Convertible Notes 

46. On December 17, 2009, SFC issued convertible guaranteed notes in the principal amount 

of $460 million. These notes mature on December 15, 2016, and interest is payable semi

annually, on June 15 and December 15, at a rate of 4.25% pel' annum. These notes are supported 

by guarantees from 64 subsidiaries of SFC. A copy of the relevant indenture is attached as 

Exhibit "J". 
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(c) 2014 Senio.r Notes 

47. On July 27, 2009, SFC issued guaranteed senior notes in the principal amount of 

$399,187,000. These notes mature on July 28, 2014, and interest is payable semi-annually, on 

January 26 and July 26, at a rate of 10.25% per annum. These notes are listed on the Singapore 

Stock Exchange and are supported by guarantees from 60 subsidiaries of SFC and share pledges 

fi'om 10 of those same subsidiaries. A copy of the relevant indenture is attached as Exhibit "K". 

(d) 2013 Convertible Notes 

48. On July 23,2008, SFC issued convertible guaranteed notes in the principal amount of $345 

million. These notes mature on August 1, 2013, and interest is payable semi-alU1ually, on 

February 1 and August 1, at a rate of 5% per annum. These notes are supported by guarantees 

from 64 subsidiaries of SFC. A copy of the relevant indenture is attached as Exhibit "L". 

49. In addition to the foul' series of notes issued by SFC, many of SFC's subsidiaries (including 

the Greenheart Group and many of those incorporated in the PRC) have their own distinct 

banking facilities, including lending facilities, which are not intended to be affected by this 

proceeding. 

D. The Business Model 

1. Plantation I Timber Rights in the PRC 

50. There are four types of rights associated with plantations in the PRC, namely (i) plantation 

land ownership, (li) plantation land use rights, (iii) timber ownership, and (iv) timber use rights. 

All of these are separate rights and can be separately owned by different parties, 
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51. Generally, private enterprises cannot pwn plantation land in the PRC but may hold 

plantation land use rights for a specified duration (up to 70 years but typically 30 to 50 years), 

timber ownership and timber use rights, However, foreign enterprises cannot acquire land use 

rights and can instead only aoquire timber ownership or timber use rights, 

52, The various rights associated with plantations in the PRC and the limitations on which 

entities can hold which rights were the driving forces behind Sino-Porest's complex business 

models discussed below, 

53, For its timber business in the PRC, Sino-Forest utilizes two models, one involving BVI 

entities (IBVIs"), and the other involving subsidiaries incorporated in the PRC as wholly foreign 

owned enterprises (IWFOEs"), 

2, The BVI Model 

54, Until 2004, due to restrictions on f01'eign companies carrying on business in the PRC, and 

foreign ownership restrictions on land ownership and use rights, the BVI structure was the model 

primarily used by Sino-Porest for its forestry business in the PRC, Sino-Porest has established 

58 BVI companies, 55 of which are guarantors of at least certain of SFC's notes, Not all of these 

BVIs are involved in the BVI model or standing tiniber business, Of the 58, there are 20 

involved in the BV! standing timber business while the remaining BVIs are either holding 

companies or used in Sino-Forest's log trading business, 

55, The Sino-Forest BVI entities involved in the standing timber business acquire standing 

timber from suppliers. The suppliers are usually aggregators who acquire the standing timber 

and, typically, land use rights from other suppliers or from original timber owners, such as 

villagers or collectives, or from smaller aggl'egators. As non-PRC companies, the BVls could 
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not and did not acquire land use rights in the PRe, and instead only acquired the rights to timber 

in the PRe pursuant to the relevant standing timber purchase contracts, 

56, Due to restrictions under PRe laws, foreign companies are not permitted to oonduct 

business in the PRe without btlSiness licenses granted by competent govemmentalauthorities, 

Therefore, the Sino-Forest BY] entities do .not sell standing timber directly to customers, Instead, 

for historical and commercial reasons,they conduct the sale of standing timber throngh 

"authorized intermediaries" ("Als", which are also called "entrusted sales agents" in the BYI 

model) pursuant to "entrusted sales agreements", The Als serve as Sino-Forest's customers nnder 

the BYI model of its standing timber bnsiness. 

57. Pnrsuant to the entrusted sales agreements entered into with the Als, the Als are obliged to 

dednct and remit all of the applicable taxes on behalf of Sino-Forcst. Sino-Forest is not, 

however, in a position to know whether OJ' not the A1s have in fact remitted applicable taxes ·on 

behalf of Sino-Forest. 

58. As at Jnne 30,2011, Sino-Forest therefore accumulated and recognized a provision, based 

on a probability-weighted average of the amounts that the PRe tax authorities might seek to 

recover under various scenarios, of $204,722,000 in its reported financial results to account for 

this potential tax liability. The method used to calculate this provision is explained at note 18 of 

SFe's 2011 second quarter financial statements, which were previously attached. A similar 

provision was included in SFC'.s 2010 Audited Financial Statements and was audited by SFe's 

external auditors. 

59. BYls are not allowed to have bank accounts in the PRe and money flowing in and out of 

the PRe is strictly controlled through foreign exchange controls. As a result, the Sino-Forest 
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BVI entities do not directly pay the suppliers or.receive payments fi'om the Als. Instead, they are 

instructed to make set-off payments under which, pursuant to the instructions of Sino-Forest, Als 

directly or indirectly make payments directly or indireptly to Sino-Forest's suppliers for amounts 

owed by Sino-Forest BVI entities to those suppliers. As a result, no cash actually flows directly 

thmugh the BVIs. SFC then receives confirmations from the suppliers confirming that payments 

have been made. 

60. The BVI structure is the central driver of asset value, revenue and income for Sino-Forest. 

As at December 31, 2010, it aocounted for $2.476 billion of book value (466,826 hectares of 

timber assets, representing approximately 59.2% of Sino-Forest'S timber holdings by area and 

89.2% of its timber holdings by book value), $1.326 billion in revenue (representing 

approximately 70% of Sino-Forest's revenue), and approximately $622 million of gross profit 

(representing approximately !iI2.6% of Sino-Forest's gross profits) for the year then ended. 

61. The cashless nature of the BVI model means that Sino-Forest cannot obtain cash from its 

operations or monetize its assets without engaging in the complicated on-shoring process which 

is discussed further below. FurthelIDore, the set-off payment system necessitated by the BVI 

model impaired the IC's efforts to verify the flow of funds during its investigation. 

3. The WFOE Model 

62. Commencing in 2004, the PRC's Ministry of Commerce permitted foreign investors to 

invest in PRC-incorporated trading companies and to pm1icipate in most areas of the commodity 

distribution industry, including the purchase of standing timber and land use rights throughout 

the PRC. Prior to this time, WFOEs were prohibited from engaging in the commodity 

distribution industry. 
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63. Since 2004, almost all of Sino-Forest's new capital invested in timber assets has been 

employed through the WFOE model (as opposed to the BV] model). 

64. Unlike BV]s, WFOEs can acquire land use rights 01' land leases as well as standing timber 

rights, and can have bank accounts in the PRC. Because of the WFOEs' direct presence in the 

PRC, they can also obtain financing from PRC banks to finance their operations. WFOEs can log 

the timber and sell both logs and standing timber to end customers, which means they do not 

need (and do not use) Als. The WFOEs directly pay the suppliers for the standing timber and 

directly receive payment from end customers instead of utilizing the set-off arrangement used by 

Sino-Forest's BV] entities in the BV] model. 

65. As at December 31, 2010, Sino-Forest's WFOEs held approximately 244,000 hectares of 

purchased plantations (representing approximately 30.9% of Sino-forest's timber holdings by 

area) and 77,700 hectares of planted plantations (representing approximately 9.9% of Sino

Forest's timber holdings by area). Purchased plantations and planted plantations are discussed in 

further detail below. The WFOE standing timber assets accounted for approximately 10.8% of 

Sino-Forest's timber holdings by book value, and represented approximately $298.6 million of 

book value, $74 million in revenue, and .$10 million of income for the 2010 year before the 

allocation of corporate overhead. 

66. None of Sino-Forest's WFOEs are guarantors of SFC's notes, nor have their shares been 

pledged by their BV] parents. 

4. On-shoring Plan 

67. Given the inherent problems with the BV] structure and the relative advantages of the 

WFOEstructure, Sino-Forest has explored various methods of migrating or "on-shoring" Its BV] 
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timber assets into WFOE structures, The successful transition of assets from a BVI structure to a 

WFOE structure has many merits including, significantly, providing a foreign parent an ability to 

have direct access to the cash generated from the sale ofBVI timber assets, 

68. The on-shoring process is expected to be a multi-year process due to ,(i) the volume of 

assets that need to be moved into the WFOE model, (ii) the large number of different locations in 

which Sino-Forest has timber assets in the PRC, (iii) the likely multiple rounds of negotiations 

required with the various stakeholders in each location, and (iv) SFC's limited resources. 

E. Operations 

69. Sino-Forest's operations are comprised of three core business segments, Wood fibre 

operations and log trading are the primary revenue 'contributors, while manufacturing and other 

operations enhance the value of the fibre operations by producing downstream products, 

1. Wood Fibre Operations 

70. Sino-forest's wood fibre operations consists of acquiring, cultivating and selling standing 

timber or logs from purchased and planted plantations in 'nine provinces across the PRC. 

71. Sino-forest's upstream wood fibre operations generate the majority of its revenue, 

accounting for 96.4% of total revenue In the year ended December 31, 2010. Most of the 

standing timber and logs sold by Sino-Forest come from Sino-Forest's tree plantations, located 

primarily in the southern and eastern regions ofthe PRC. 

72. Sino-Forest operates plantations for the wood fibre operations using two principal business 

models: purchased and planted, each of which is explained in greater detail below, The 

purchased plantation model operates through two legal slruchlres: the BVII Al legal structure 

33



19 

and, to a lesser but growing extent, the WFOE legal structure. The planted plantations model is 

operated exclusively through the WFOE legal structure, although the WFOEs themselves are 

typically held indirectly through a BVI holding structure. Many foreign investors, including well 

known multi-national companies, hold their investments in the PRe in special purpose vehicles 

established overseas in jurisdictions with a familiar and internationally accepted system of 

corporate governance. For example, over 75% of blue chip companies listed on the Hong Kong 

Stock Exchange (Hang Seng Index constituent stocks excluding the Finance Sub-Index) utilize 

BVI holding structures, including for their investments in the PRe. 

(a) Purchased Plantation Model 

73. The purchased plantation model under the BVI/AI legal structure involves the purchase of 

standing timber and sale of standing timber pursuant to standardized timber purchase agreements 

and "entrusted sale agreements". The standing timber purchased is generally on land owned by 

collectives or villages, not PRe state-owned land. When conducted through the BVIIAI legal 

structure, of which 20 BVls hold all of theBVI timber assets, the timber purchases are arranged 

through suppliers. 

74. The BV! structure does not involve the BVIs concu1'l'ently purchasing land use rights or 

leases with the purchase of standing timber, as the BVls cannot legally acquire land use rights. 

However, the BVIs' supply contracts typically contain a right of first refusal for the BVIs to 

acquire, or nominate an affiliate to acquire, the plantation land use rights after the timber has 

been harvested. Despite such common contractual provisions, such right has rarely, if ever, been 

exercised. 
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75. The BVIs do not sell standing timber directly to customers. They sell under contract to the 

AI (customer) who usually resells the standing timber to its own customers. The BVIs' timber 

sales accounts receivables are settled by the AI making payments to suppliers (directly or 

indirectly to other parties on their behalf) on behalf of Sino-Forest. The AI does not pay the 

same supplier for the same trees it is selling to its customers. It pays a supplier for trees newly 

purchased by Sino-Forest from that supplier. These payments made by way of set-off enable the 

BV]s to acquire further standing timber fi'om suppliers, which is matured and later sold. All BV] 

purchases are funded through the set-off mechanism using accounts receivable owed to S-ino

Forest. This is a recognized legal structure in the PRe. 

76. WFOEs are also engaged in the purchase and sale of standing timber. When conducted 

through a WFOE, purchases of standing timber are sometimes accompanied by concu11'ently 

obtaining plantation land use rights 01' leases (which are purchased plantations). WFOE standing 

timber transactions do not involve payments by way of set-off. They are conducted on a direct 

fUnd transfer basis. 

77. ]n both the BVI and WFOE structure, the purchase price of the trees takes into account a 

variety of factors such as the trees' species, yield, age, size, quality and location. Other 

considerations include soil and weather conditions for replanting, log prices, and regional market 

location and demand. S·ino-Forest does not typically need to conduct extensive plantation 

management work with respect to the trees growing on the purchased plantations, but does take 

measures to ensure that the trees are protected from pests, disease and theft. 
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78, SFC's approach is to purchase plantations in remote parts of the PRC that the PRC 

government has identif1ed in its five year plans as being areas for future development, As a 

result, physical access to the plantations is often very challenging, 

79, As at December 31,2010, the purchased plantations under Sino-Forest management in the 

PRC consisted of approximately 711,000 hectares, These plantations consisted of a diverse mix 

of tree species, predominantly pine, Chinese fir and eucalyptus, Purchasing trees alIows Sino

Forest to quickly expand its plantation portfolio geographically. as well as its inventory of 

harvestable t1breand leasable land. 

(b) Planted Plantation Model 

80. The planted plantation model is conducted by WFOEs,and involves obtaining plantation 

land use rights, sometimes with standing timber and sometimes as bare land suitable for planting. 

Sales from these planted plantations do not utilize the AI model but rather generally involve 

direct fund transfers to and from tNe WFOEs' suppliers and customers. As of December 31, 

2010, SFC's planted plantations in the PRC operated through WFOEs comprised approximately 

77,700 hectares. 

81. Sino-Forest leases suitable land on a long-term basis, typically 30 to 50 years, and applies 

scientifically advanced seedling technology and silviculture techniques to improve tree growth. 

The mature trees are sold as standing timber or as harvested logs. and then Sino-Forest replants 

the land with seedlings. 

82. Sino-Forest's operating model allows for the sale of fibre either as standing timber or 

harvested logs. depending on its customers' preferences and market demand. 
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83. Sino-Forest's planted plantations consist primarily.of eucalyptus trees, a fast-growing high 

yielding species. According to the seventh five-year National Forest Inventory released by the 

State Forestry Administration (2004 to 2008), .it Is estimated that the PRC has 195 million 

hectares of forest resources, with approximately 120 million hectares of natural forest and 62 

million hectares of plantation forest, The density of its total forest area was only 70 cubic metres 

per hectare in the PRC. 

84. The PRC government encourages the development of the plantation industry in the PRC. 

In June 2003, the PRC State Council promulgated "The Notice on the Decision to Speed Up the 

Development of Plantation Industry". Subsequently, in August 2007, "The KeyElements of the 

Policies in Forestry Industry" was jointly promulgated by seven ministries including the State 

Forestry Administration, National Development and Reform Commission, Ministry of Finance, 

Ministry of Commerce, State Administration of Taxation, China Banking RegUlatory 

Commission and China Securities Regulatory Commission to develop the non-state owned 

plantation industry, and to encourage the participation of foreign investors in the plantation 

industry, either solely or jointly with others. 

85. The planted plantation model is generally viewed more favourably by the PRC government 

because it demonstrates a long-term commitment to the forestry business. That long-term 

commitment is very important from the perspective of the PRC government in light of the fact 

that demand for wood fibre in the PRC is approximately double that of available supply. 

2. Log Trading Operations 

86. Sino-Forest's operations in the trading of wood logs includes the sourcing of wood logs and 

wood-based products from the PRC and globally, and selling them in the domestic PRC market. 
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87. These wood-based products consist primarily of large diameter lQgs, sawn timber, veneers 

and other wood-based products sourced from the PRe, Thailand, Suriname, Papua New Guinea, 

Brazil, Vietnam, Russia and New Zealand. In these transactions, Sino-Forest purchases wood

based products that con-espond to the requirements of wood dealers, and sells directly to these 

dealers. Sino-Forest's customers in these transactions are primarily wood dealers in the PRe. 

3. Manufacturiug and Other Operations 

88. Sino-Forest currently has manufacturing operations in six provinces in the PRe that 

produce various wood-based products. In addition, Sino-Forest has greenery and nursery 

operations based in Jiangsu Province, which were established to source, supply and manage 

landscaping products for property developers ind other organizations. 

89. In order to maximize and increase the value of Sino-Forest's forestry products, Sino-Forest 

has been investing in rcsearch and development ("R&D"). On January 12, 2010, Sino-Forest 

announced its acquisition of HOMIX LIMITED ("HOMIX") in order to enhance its R&D 

portfolio. HOMIX has an R&D laboratory and two engineered-wood production operations 

based in Guangdong and Jiangsu provinces, covering eastern and southern PRe wood product 

markets. HOMIX develops a number of new technolQgies suitable for domestic plantation logs 

including poplar and eucalyptus species, HOMIX specializes in cming, drying and dyeing 

methods for engineered-wood and has the know-how to produce recomposed wood products and 

laminated veneer lumber, Recomposed wood technology is considered to be environmentally 

friendly and versatile, as it uses fibre from forest plantations, recycled wood andlor wood 

residue. 
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90. The goal of Sino-Forest's R&D efforts has been to improve tree plantation yields and the 

quality of the trees grown on Sino-Forest's plantations. While performing R&D activities, Sino

Forest f)'om time to time collaborates with, and receives assistance from, research and academic 

institutions in the PRe. Sino-Forest's R&D efforts are viewed very positively In the PRe as they 

also demonstrate a long-term commitment to the forestry business in the PRe and can help 

address the significant shortage of wood fibre in the PRe. 

F. Sales 

91. Substantially all of Sino-Forest's sales are generated in the PRe. In the year ended 

December 31, 2010, .sales to customers in the PRe were $1.8723 billion and sales to customers 

located in other countries were $51.3 million. In the year ended December 31,2010, sales to 

customers in the PRe of standing timber, logs and other wood-based products accounted for 

substantially all of Sino-Forest's revenue. 

G. suppliers 

92. Logs and wood-based products supplied through Sino-Forest's trading activities are 

sourced primarily from suppliers outside the PRe. These products are also sourced for Sino

Forest trading activities from overseas, primarily fl'om Thailand, Suriname, Papua New Guinea, 

Brazil, Vietnam, Russia and New Zealand. The credit terms granted by suppliers of these 

products generally range from one to three months on open account and by letters of credit. 

Standing timber is sourced primarily from local suppliers in the PRe. 

93. As discussed above, the PRe based suppliers are usually aggregators who acquire standing 

timber and/or land use rights from other suppliers or from original timber owners such as 

villagers or collectives who have certified title to the land. 
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H. Employees 

94, SFC cUiTentIy has 3 employees, Collectively, the Sino-Forest Companies employ a total of 

approximately 3553 employees, with approximately 3460 located in the PRC and approximately 

90 located in Hong Kong, The Greenheali Group employs an additional approximately 273 

employees, 

I. Assets & Liabilities 

95, The unconsolidated book values of SFC's assets and liabilities as atJune 30, 2011 are listed 

below, I However, given that, as described below, SFC is in default under the notes and the 

indenture trustees would be in a position to accelerate and enforce on the notes but for the waiver 

agreements (subject to sending the appropriate notices and the cure period expiring), I have 

categorized the full amount of the notes (including the non-current portion and the derivative 

financial instrument, as opposed to just the CUlTent portion) as a current liability below, 

Curt'ent Assets 

Cash and cash equivalents' 
Prepayments) 
Other Reeeivables' 
Due from Intercompany6 

Total CUI'rcnt Assets 

$5,676;040 
$1,173,553 
$188,575 
$109,813,620 

$116,851,788 

CUiTont Liabilities 

Notes (eUlTent portion) 
Notes' (non-current) 
Notes Derivative Finaneiailnstrument 
Trade Payable 
Others Payab Ie 
Accrued Llabl1ltles 
Due to Intercompany 

Total Current Liabilities 

$87,670,000 
$1,541,744,429 
$31,858,210 
$2,202 
$231,723 
$39,687,268 
$1,818.313 

$1,703,01:1,,145 

I The chart only reflects the assets and liabilities ofSFC, and therefore does not aeeOl'd with the consolidated 
qual'terly financial results for the s.cond .quart.,'ended June 30, 20 II, 
, Mainly represents cash on hand, cash at bani, and short-term deposits with a maturity of three months 01' less, 
, Mainly ropresents prepaid logal and professional feos and Insurance, 
4 The Notes (cul'I'ent portion), Notes (non-cuJ'renO and Notes Derivative Financial Instrument do not equate on this 
balance sheet to approximately $1 ,8 bllllow(the face value of the notes) due to the accounting treatment of flnancing 
costs and the carrying value of the convertible notes, 
s Mainly I'epresents HST receivables, staff advances and deposits, 
'Non-Int,,'est bearing with no fixed date ofloepayment, 
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N on-Current Assets 

Property, Plant &, Equipment' 
Investment in Subsidiaries8 

Intercompany Loans' 

Total NoncCu",.n! Assets 

To!al Assets 

$1,166 
$1,589,153,984 
$1,5 82,781,672 

$3,171,936,8Z2 

$3,288,518,610 

26 

Non~Cul'rent Liabilities 

Intercompany Loans $235,000,000 

Total Non-Cunent Liabilities $235,000,000 

Total Liabilities $1,938,012,145 

96. With respect to the assets, while they reflect an accurate implementation of the relevant 

accounting policies, I do not believe that the book values of the assets reflect the realizable value 

of those assets for a number ofreasons, including the complexities associated with the business, 

the significant amount of intercompany loans owing to SFC, and the costs and potential PRC tax 

liabilities that may be payable if the assets were realized on. SFC is not able to simply monetize 

Its assets in the short term in order to satisfy its obligations under the notes as a result of, among 

other things, the hard to quantify potential PRC tax liability previously discussed at paragraph 58 

above and the stringent currency exchange controls in the PRC. 

97. As discussed above, Sino-Forest is not in a position to lmow whether or not the Als bave in 

fact remitted applicable taxes on behalf of Sino-Forest. Although Sino-Forest recognized a 

provision as at June 30,2011 of $204,722,000 in its reported financial results to account for this 

potential tax liability, I am advised by SFC's counsel in the PRC, Ching Wo Ng at King & Wood 

Mallesons, that the amount of the tax liabilities under PRC law arising from the operation of the 

BVlscould be significantly higher if responsible tax authorities take different views than that of 

management in respect of a number of tax issues, including, without limitation, whether by their 

7 Main Iy represents office equipment. 
8 Historical cost for interests in subsidiaries, 
'Interest bearing with defined terms of repayment date. 
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operation the BVIs have formed an establishment in the PRC, whether value added tax is 

payable, the lik~lihood and severity of a tax penalty, the applicable default interests on late 

payments, the numbers of years to "look back", whether certain tax preferential treatments apply 

to foreign companies such as BVI entities, and other relevant matters. The views on these issues 

may also differ from locality to locality. 

98. In addition, as a result of the currency exchange controls in the PRC, all cash to be 

repatriated from the PRC is subject to approval from the State Administration of Foreign 

Exchange (the "SAFE"). I am advised by SFC's counsel in the PRC, Ching Wo Ng at King & 

Wood Mallesons, that for normal and regular foreign exchange transactions in the PRC which 

require the approval of SAFE, the applications for such approvals can normally be processed 

within the time limits prescribed by .law. However, the transactions undertaken by the BVls in 

respect of their forestry assets in the PRe are very dissimilar to those contemplated by the 

relevant rules and regulations of the PRC. Therefore, there is no assurance that any application 

to SAFE for repatriation of funds by the BVIs can be processed within the time limits prescribed 

by law, or within a reasonable time thereafter. 

99. As a result of Sino-Forest, among other things, opemting in a critical natural resource 

sector with insufficient supply in the PRC, investing in research and development initiatives in 

the PRC, and employing a significant number ~f people in the PRC, it has generally enjoyed 

positive working relationships with alllevcls of government in the PRC. However, I believe that 

if Sino-Forest were to cease operating under a business strategy that is consistent with and 

supportive of PRC government policy, including its policy on sustainable forestry, for example, 

investing in research and developmental' employing a significant number of people in the PRC, 

Sino-Forest would enjoy much less favourable treatment from PRC government officials, and 
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would likely have greater difficulties resolving the issues discussed above relating to tax 

liabilities and repatriation of cash. This is patticularly true in respect of the BVI structure where, 

among other things, the ability to access cash is further impaired and Sino-Forest is not in a 

position to know whether 01' not the Als have remitted applicable taxes on behalf of Sino·Forest. 

J. Importance of Relationships to Doing Business in the PRe 

100. From my time with SFe I have come to understand the importance of relationships to 

doing business in the PRe. This is pat·ticularly true in relation to those doing business in the 

forestry sector, 

101. The 'PRe has extensive resource needs, including in the forestry sector. Historically, 

forestry resolJl'ces in the PRe have been collectively owned at a local level. Forestry resources 

have largely been managed without the resources necessary to increase yields and allow for 

harvesting ata commercial level from a western forestry perspective. 

102. Pm of Sino-Forest's success has been attributable to its ability to acquire forestry resources 

from local.sources of supply, at a good price, and to resell them at a good profit. In relation to 

Sino-Forest's planted plantation model, Sino-Forest also has benefited from the application of 

advanced silvicultnre techniques to those reSOlJl'ces, Based on my interactions with PRe 

government officials, I understand that the PRe government recognizes that for the industry to 

mature, become efficient, and improve yields to rcducc the fiber deficit, forest asset management 

has to be consolidated. 

103. A good relationship with the various levels of PRe government is important to doing 

business successfully in the PRe. Historically, Sino-Forest's relationships with these 

governments have been important to Sino-Forest's success in the PRe. Loss of their support 
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could, correspondingly, have significant negative consequences for Sino-Forest, fOl' its abi.Jity to 

continue to do business in the PRC, and its ability to continue to control its PRC-based assets for 

the benefit of its stakeholders, 

104. Sino-Forest's most important relationships have been and c01'ltinue to be through Allen 

Chan ("Chan"). From my observations and experience, Chan has established significant 

relationships in the PRC, and my understanding is that this.is a direct result of his long·standing 

personal contribution to the development of the forestry sector both through Sino-Forest and in a 

personal capacity as an informal advisor to various Televant industry bodies, 

105. Following the MW Report, Chan was requested to meet with officials in the PRC State 

Forestry Administration ("SFA") and other senior officials on multiple occasions in Beijing, 

have been introduced to some officials and attended some of these meetings. 

I 06. My observation from my personal involvement in these discussions and meetings is that 

Chan continues to be consulted and respected within the PRC government as an expelt in the 

forestry industry. I therefore believe his continued partiCipation will be extremely helpful in 

,ilIowing SFC to unlock value in the PRC for the benefit of its stakeholders. 

107, Notwithstanding the allegations in the MW Report (which have received widespread 

coverage in the PRC and in Hong Kong), Chan has continued to be honoured within the PRC. In 

November 2011, at the 2nd China Forestry Expo, Chan was presented an "Outstanding 

Achievement" award from the China National Forestry Industry Federation (the "CNFIF"), In 

recognition of his contribution to the forestry industry in the PRC, Chan was the first keynote 

speaker following the Minister ofthe SFA at the China Forestry Expo. 
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108. Chan was also appointed Vice President of the CNFIF in 2010. The CNFIF is an affiliate 

oflhe SFAand is chaired by the Minister of the SFA or the Director of the SFA. The SFA is the 

PRC government ministry responsible for Its forests and forest management. 

109. In 2007, Chan was appointed an Honourable Director of Renmin University (also known 

as the Peoilie's University of China), one of the most prestigious universities in the PRC with a 

distinct focus on humanities and social sciences, and highly regarded by top leaders in the PRC. 

In addition, Chan is a member of the Jiangxi Committee of the Chinese People's Political 

Consultative Conference. 

110. In February 2012, Chan was presented with the "2011 China Forestry Persons of the Year" 

award by theCNFIF. 

III. Many of the PRC's commercially attractive forestry resources are in areas of sensitivity 

within the PRC, including areas that are sensitive from a military perspective. Private air travel 

is prohibited orstrictiy controlled in many or the areas in which Sino-Forest does business. 

112. The strategic significance attaching to Sino-Forest's forestry assets in the PRC increases 

the importance to SFC of maintaining positive relationships with authorities in the PRC. If Sino

Forest is to monetize its PRC based assets for the benefit of stakeholders, I strongly believe that 

the outcome or this process must be acceptable to relevant authorities in the PRC. 

113. In the course of its 18 years of operations, Sino-Forest has been viewed by the Minister of 

theSFA positively and as a model for privately owned enterprises carrying on business in the 

PRC and promoting PRC policies. For that reason, Sino-Forest has enjoyed a positive 

relationship with the PRC. Even since June of last year. the Minister of the SFA has remained 
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cooperative and encouraging of a solution for Sino-Forest. However, recently, the government 

has expressed increasing concern and interest as to what the solution is for Sino-Forest. As a 

result, not only do I believe that any solution needs to be acceptable io the authorities in the PRC, 

such solution needs to be presented in the very neal' future. 

IV. THE MUDDY WATERS ALLEGATIONS: CHRONOLOGY AND RESPONSES 

114. On June 2, 2011, Muddy Waters, which admitted to holding a short position on SFC's 

shares, published the MW Report alleging, among other things, that Sino-Forest is a "near total 

fhmd" and a "Ponzi scheme." 

115. While the allegations contained in the MW Report are diverse and far-reaching, the IC set 

out to address the issues raised in three core areas: (i) the verification of timber assets reported 

by Sino-Forest, (il) the value of the timber assets held by Sino-Forest, and (iii) revenue 

recognition. 

116. Among other things, the MW RepOlt alleged that Sino-Forest does not hold the full amount 

of timber assets that it reports, that the timber assets actually held by Sino-Forest have been 

overstated, and that Sino-Forest overstated its revenue. In addition, the MW RepOlt alleged that 

Sino-Forest has engaged in unreported related-party transactions. A copy of the MW RepOli is 

attached as Exhibit "M". Two subsequent reports by Muddy Waters relating to Sino-Forest are 

attached as Exhibit "N". These reports are attached to provide context to the Court and definitely 

not because I agree with their contents. 

A, The IC, OSC, RCMPand HKSFC Investigations 

117. On June 2,2011, the same day that the MW Report was released, the Board appointed the 

IC, a Board committee consisting exclusively of independent directors, which in tmll retained 
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independent legal and financial advisors in Canada, Hong Kong and the PRC, to investigate the 

allegations set out in the MW Report. 

118. On June 8, 2011, the OBC publicly announced that it was investigating matters related to 

SFC. That investigation has been active and is ongoing. 

119. Later in June 2011, the HKSFC commenced an investigation into Greenheart Group. As a 

company listed on the Hong Kong Stock Exchange and headquartered in Hong Kong, the 

HKSFC is Greenheart's primary securities regulator. I believe that the HKSFC's investigation 

was largely reactive to the allegations against Sino-Forest, SFC's control position in relation to 

Greenheart .Group, and to the fact that the principal offices of Sino-Forest and Greenheart Group 

are located in Hong Kong. As indicated above, SFC had acquired a majority interest in 

Greenheart Group less than a year earlier, and had separate management and premises. 

120. In addition to its investigation of Greenheart Group, the HKSFC has been assisting the 

OSC with its investigation. I am advised by Gary Solway of Bennett Jones LLP, counsel to SFC, 

that the HKSFC has a mutual-assistance treaty with the OSC. The OSC has conducted witness 

interviews in Hong Kong with the assistance of and out of the premises of the HKSFC. 

121. Sino-Forest believes that it has attempted to cooperate with the OSC, HKSFC and RCMP 

investigations. Sino-Forest has made extensive production of documents, in particular to the 

OSC, including documents sourced Ii'om jurisdictions outside of the OSC's power to compel 

production. 

122, Sino-Forest also hus facilitated interviews by the OSC with Sino-Forest personnel. In 

circumstances where OSC staff sought to examine Sino-Forest personnel resident in the PRC 
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(where neither the OSC nor the HKSFC had the ability to compel their attendance at interviews), 

Sino-Forest arranged to bring individuals to Hong Kong to be examined. 

123. Sino-Forest has responded to extensive inquiries, the most far-reaching coming from the 

ose, and has provided periodic oral briefings to OSC staff. The IC reports were provided to 

OSC staff Oll an unredacted basis, as discussed below. 

124. The scope of the IC's .review was significant, reflecting the wide range of allegations 

contained in the MW Report. The IC and its advisors worked to compile and analyze the vast 

amount of data required for their comprehensive review of Sino-Forest's operations and business, 

the relationships between Sino-Forest and other entities, and Sino-Forest's ownership of assets. 

125. At the beginning ofthe Ie's investigation, the IC informed the Board that the review would 

likely take at least two to three months to complete. On August 10,2011, the IC delivered its 

fIrst interim report to the Board (the "First Interim Report"). A redacted copy of the First Interim 

Report.is attached as Exhibit "0". 

126. SFC has publicly disclosed on SEDAR and on its website redacted versions of the First 

Interim Report and the two subsequent reports of the IC. The three reports have been redacted to 

protect infonnation that the Board believes is commercially sensitive, the disclosure of which 

could be harmful to Sino-Forest's business and operations, especially in the PRC. These 

redactions have not been made to conceal infonnatiol1 from regulatory scrutiny. Each of the 

three reports has been produced without redactions to OSC staff pursuant to a compelled process 

designed to ·allow OSC staff to receive information relevant to its investigation, while at the same 

time protecting SFC's sensitive information. 
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127. The First Interim RepOlt was the result of the ICand its advisors assembling and 

organizing significant data from S.ino-Forest's records, and reviewing Sino-Forest's cash 

holdings, revenue and relationships. In the First Interim Report, while the IC did not determine 

that there was any validity to the allegations in the MW Report, its findings were limited as the 

investigation was still ongoing. 

128. Also in its First Interim Report, the IC'saccounting advisors confirmed Sino-Forest's cash 

balances in specific accounts as at June 13, 2011. for accounts located inside and outside of the 

PRC. A total of 293 accounts controlled by Sino-Forest in Hong Kong were confirmed, 

representing 100% of the expected cash position in Hong Kong. However, Sino-Forest 'had 267 

accounts .in the PRC, so the logistics and requirements of in-personlin-branch verification in the 

PRC led the IC advisors to confirm 28 accounts, representing approximately 81 % of the 

expected cash position in the PRC. The IC was satisfied based on this verification that Sino

Forest's expected cash position in the PRC existed as at the date of confirmation. 

129. The First Interim RepOli was delivered to the Board shortly before the Board was asked to 

authorize the release of SFC's 2011 quarterly financial results for the second quarter ended June 

30,2011 (the "Q2 Results"). The Q2 Results were released on August 15, 2011. 

130. Almost immediately after the Q2 Results were released, the IC's advisors identified and 

brought to the attention of the Ie just under 60 documents, some of which raised potential 

conduct issues and others of which raised questions as to whether Sino-Forest's nilationships 

with some of its Als and suppliers were conducted at arm's length. 
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131. The IC concluded that interviews concerning the documents should be conducted with 

relevant Sino-Forest personnel. The interviews were conducted from August 24 to 26, 2011 in 

Hong Kong. 

132. As part of its efforts to cooperate with OSC staff, on August 24, 2011, before the 

documents were shown to relevant Sino-Forest personnel and those personnel were provided 

with an opportunity to comment, the IC's advisors provided copies of the documents to OSC 

staff. The IC's advisors and SFC's external counsel also provided oral briefings about the 

interviews to OSC staff.from August 24 to 26, 2011, as the interviews were being conducted. 

133. Seen in their proper context, and with the benefit of fuller explanations, I believe that the 

documents identified by the IC's advisors and prOVided to OSC staff at that time fall weIl short of 

the misconduct aIleged in the MW Report. 

134. However, as a result of the documents and interviews, Sino-Forest placed three employees 

on administrative leave, and a fourth senior employee was requested to act .solely on my 

instructions. It was my decision in each case to take this action. 

135. SFC's Board met on the morning of Friday August 26, 2011, Toronto time (which was 

Friday evening Hong Kong time) to hear reports about the interviews and about communications 

between SFC and OSC BtaH. The Board was told that Chan had agreed to resign as Chairman, 

CEO and as a director of SFC pending the completion of the review by the IC of the allegations 

in the MW Report. He was appointed Fo~mding Chairman Emeritus and I was appointed as 

CEO. 
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136. On August 26, 2011, the OSC issued a cease trade order with respect to the securities of 

SFC and with respect to certain senior management personnel. A copy of the cease trade order 

dated August 26, 2011 (as corrected by the OSC later that day) is attached as Exhibit "P". The 

Board first ieal11ed of the cease trade order during the Board meeting that day, after Chan 

tendered his resignation. 

137. With the consent of SFC, the cease trade order was extended by subsequent order.s of the 

OSC, copies of which are attached as Exhibit "Q". The cease trade order continues in force to 

this date. 

138. Based on my review of the IC's second interim report to the Board (the "Seoond Interim 

Report". which is discussed below) anddiscllssions I have had with William Ardell, Board Chair 

and Chair of the IC, I understand that in late August 2011, counsel for the IC received an inquiry 

fTom the RCMP requesting cooperation from the IC in connection with an investigation into the 

allegations in the MW Report. Representatives of the IC met with and provided information to 

the RCMP from time to time. The RCMPalso has made information requests from time to time. 

It has been SFC's intention to cooperate with the RCMP in connection with its investigation. 

139. ·On November 13. 2011. the IC delivered its Second Interim Report to the Board, a 

redacted copy of which is attached as Exhibit "R". 

140. Subject to the limitations described therein, the Second Interim Report confirmed 

registered title or contractual or other rights to Sino-Forest'.s stated timber assets, reconciled the 

book value of the BVI timber assets and Sino-Forest WFOE standing timber assets as set out in 

the 2010 financial statements to the purchase prices fbI' such assets as set out in thc B VI and 
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WFOE standing timber purchase contracts reviewed by the IC advisors, reconciled reported total 

Tevenue to sales contracts, and addressed certain allegations regarding related· party transactions, 

141. Subject to the scope limitations described in the Second Interim Report, the IC confirmed 

99.3% of Sino·Forest's timber area to its satisfaction and that Sino·Forest had registered title to 

100% of its disclosed planted timber holdings by area, and contractual or other rights to 

approximately 81.3% of its disclosed purchased timber holdings by area, The IC reported that it 

0.1' Its advisors had reviewed originals 01' copies of purchase oontracts for the aoquisition by Sino

Fo.rest of virtually all of its disclosed tirnber holdings as at December 31, 20 I 0, 

142, The IC indicated in its Second Interim Report that it viewed its work to be substantially 

complete and that it expected to deliver its final report prior to the 'end of 20 II. 

B. Failure to Release Q3 Results and Default Under the Notes 

143, Subsequent to August 26, 2011, the IC's advisors identified additional documents that 

raised issues meriting comment and explanation from SFC's management, Also, SFC's external 

counsel, in responding to requests from the OSC, also identified documents of a similar nature, 

Further documents meriting comment and explanation wore identified by SFC's external auditors 

and in interviews conducted by OSC staff. 

144, As SFC reached the November 15,2011 deadline to release its 2011 third quarter financial 

statements (the "Q3 Results"), the Audit Committee recommended and the Board agreed that 

SFC should defer the release of the Q3 Results until certain issues could be resolved to the 

satisfaction of the Board and SFC's auditor, The issues included 0) determining the nature and 

scope of the relationships between Sino-Forest and certain of its Als and .suppliers, as discussed 

in the Second Interim Report, and (il) the satisfaotory explanation and resolution of issues raised 
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by certain documents identified by the IC's advisors, SFC's .counsel, SFC's external auditors, 

and/or by ose staff. 

145. On November 15,2011, the date upon which SFC's Q3 Results were due, SFC issued a 

press release announcing that the IC had delivered its Second Interim Report to the Board. A 

copy of the November 15, 2011 press release is attached as Exhibit "8", The execu1ive summary 

to the Second Interim Report is attached as a schedule to the press release. 

146. The November 15, 2011 press release also stated that the Board had concluded that, as a 

result of ongoing work arising from the allegations raised in the MW Report, it was not in a 

position to authorize the release of the Q3 Results at that time, The release stated that SFC 

would try to release the Q3 Results within 30 days. 

147. SFC's failure to file the Q3 Results and provide a copy oflhe Q3 Results to the trustee and 

to its noteholders under its senior and convertible note indentures on or before November 15, 

2011 constituted a default under those note indentures. Pursuant to the indentures, an event of 

default would have occurred if SFC failed to cure that breaoh within 30 days in the case of the 

senior notes, and 60 days in the case of the convertible notes, after having received written notice 

of such default from the relevant indenture trustee or the holders of 25% or more In aggre.gate 

principal amount of a given series of notes. 

148. While SFC worked diligently to try to resolve the outstanding issues, it became clear that 

SFC was not going to be able to release the Q3 Results within fhat timeframe, On December 12, 

2011, SFC issued a press release announcing that it would not be able to release the Q3 Results 

within the 30-day period originally indicated. 
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149. Moreover, in the press release, SFC announced that, in the circumstances, there was no 

assurance that it would be able to release the Q3 Results, or, if able, as to when such release 

would occur. In the December 12, 2011 press release, SFC also announced that the Board had 

determined not to make the $9.775 million interest payment on SFC's 2016 convertible notes that 

was due on December 15, 2011. A copy of the December 12, 2011 press release is attached as 

Exhibit "T". 

ISO. As disclosed in the December 12,2011 press release, the circumstances that caused SFC to 

be unable to release the Q3 Results also could impact SFC's historic financial statements and 

SFC's ability to obtain an audit for its 2011 fiscal year. 

151. SFC's failure to make the $9.775 million interest payment on the 2016 convertible notes 

when due on December 15, 2011 constituted a default under that indenture. Under the terms of 

that indenture, SFC had 30 days to cure its default and make the required interest payment in 

order to prevent an event of default from occurring, which could have resulted in the acceleration 

and enforcement of the approximately $1.8 billion in notes which have been issued by SFC and 

guaranteed by many of its subsidiaries outside of the PRC. 

152. On December 18,2011, SFCannounced that it had received written notices of default 

dated Decem bel' 16, 20 II, in respect of its senior notes due 2014 and its .senior notes due 2017. 

The notices, which were sent by the trustees under the senior note indentures, referenced SFC's 

previously-disclosed failure to release the Q3 Results on a timely basis. SFC reiterated in the 

December 18,20 II press releasc that it did not expect to be able to file the Q3 Results and cure 

the default within the 30 day cure period. A copy of the December 18, 2011 press release is 

attached as Exhibit "U". 
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153. In response to the receipt of the notices of default, among other considerations, on 

December 16, 2011, the Board established a Special Restructuring Committee of the Board (the 

"Restructuring Committee") comprised exclusively of directors independent of management of 

SFC, for the purpose of supervising, analyzing and managing strategic options available to SFC. 

The members of the Restructuring Committee are William Ardell, Chair of the Board, who is 

also Chair of the Restructuring Committee and Garry West. James Hyde, Chair of the Audit 

Committe~ and an independent director, while not a member of the Restructuring Committee, 

has attended meetings of the Restructuring Committee and participated fully in its deliberations. 

154. Following discussions with its extel1lal auditors, on January 10, 2012, SFC issued a press 

release cautioning that its historic financial statements and related audit reports should not be 

relied upon. The January 10, 2012 press release is previously attached. 

C. The Waiver Agreements 

155. ·On January 12, 2012, SFC announced that following extensive discussions with the Ad 

Hoc Noteholdel's, holders of a majority in principal amount of SFC's senior notes due 2014 and 

its senior .notes due 2017 agreed to waive the default arising f10m SPC's failure to release the Q3 

Results on a timely basis. A copy of the January 12,2012 press release, together with the waiver 

agreements, is attached as Exhibit "V". 

156. Pursuant to the waiver agreements, SFC agreed to, among other things, make the $9.775 

million interest payment on its 2016 convertible notes that was due on December 15, 2011, 

curing that default. That payment was made in accordance with the waiver agreements. 

157. While the waiver agreements prevented the indenture trustees under the relevant note 

indentures from accelerating and enforcing the note indebtedness as a result of SFC's failure to 
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file its ·Q3 Results, those waiver agreements expire on the earlier of April 30, 2012 and any 

earlier termination of the waiver agreements in accordance with their terms. In addition., ~hould 

SFC fail to file Its 2011 Results by March 30, 2012 (and upon the necessary notices being sent 

and cure periods expiring), the indenture trustees would again be in a position to accelerate and 

enforce. 

I). The IC's Final Report and Verification of SFC's Assets 

158. On January 31, 2012, SFC publicly released a redacted version of the final report of the IC 

(the "Final Report"). A copy ofthe redacted Final Report is attached as Exhibit "W". 

159. Following the delivery of the Final Report, and in accordance with the waiver agreements, 

the Board adopted a resolution instructing the IC to cease its investigative, review and oversight 

activities. Any issues within the authority of the IC that remained outstanding were referred to 

SFC's Audit Committee or Restructuring Committee. 

160. In its January 31, 2012 press release, attached as Exhibit "X", announcing the release of the 

Final Report, SFC also disclosed the results of a "proof of concept" exercise undertaken to 

determine if the standing timber referenced in particular purchase contracts could be located and 

quantified by an independent forestry expert engaged to undertake the exercise. The exercise 

was undertaken to address the issue raised in the Second Interim Report regarding the absence of 

maps in the possession of SPC's BVI subsidiaries to show the precise location of the timber 

subject to plantation purchase contracts. 

161. As disclosed in the January 31,2012 press release, the proof of concept exercise was 

confined to two compartments. The selection criteria limited the sample to purchased timber 

assets located in Yunnan province. The candidate aSBcts were acquired prior to the allegations in 
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the MW Report. They were listed as being held by BVls and not by WFOEs. At the IC's request, 

the consultants selected a shortlist of ten possible compartments covering multiple forestry 

bureaus and meeting the criteria above, avoiding any prospect that the sampHng involved 

personnel from Sino-Forest. Multiple county forestry bureaus were represented in the shortlist, 

and the IC made the final selection of compartments to ensure more than one county forestry 

bureau was represented. 

162. As described in the Final Report and the accompanying press .release, maps for the two 

compartments were obtained from the relevant forestry bureaus in the PRC by the contracted 

survey companies and made available to the consultants. Using the techniques described In the 

Final Report, compartment boundaries were superimposed on recent high resolution satellite 

imagery which allowed for the measurement of each compaliment's forest cover. The 

consultants compared the net stocked area of forest cover that they assessed for each 

compartment with that stated in the Sino-Forest purchase contracts and forest survey reports. 

The consultants found that the net stocked area of forest cover in each compartment was up to 

six percent greater than that .stated in the relevant purchase contracts and forest survey reports, 

with the current assessed area for each compartment exceeding the purchase contract area. 

163. While the consultant report and press release cautioned against extrapolation of these 

findings over 'Sino-Forest's broader forestry assets, I took considerable comfort from these 

findings. In relation to two randomly-selected contracts held through the BVI structure, the 

property descriptions and expected forest cover in the contracts matched the boundaries and 

forest cover on the gt·olmd. 
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164, Subsequent to January 31, 2012, Sino-Forest has taken steps to see the proof of concept 

process applied over a statistically relevant sampling of Sino"Forest's forest assets, That work is 

ongoing, 

E. Gating Issues to an Audit 

165, SFC has worked diligently to address issues identified by SFC's Audit Committee, the IC 

and by its extemal auditor, Ernst & Young LLP, as requiring resolution in order for SFC to be in 

a position to obtain an audit opinion in relation to the 2011 Resnlts, Many of the same issues 

also impact SFC's ability to release the Q3 Results, 

166, As SFC has publicly disclosed in its press releases, the gating issues to the release of the 

Q3 Results and to obtaining an audit of the 2011 Results include (i) determining the nature and 

scope of the relationships between Sino"Forest and certain of its Als and suppliers, and (Ii) the 

satisfactory explanation and resolution of issues raised by certain documents identified by the 

IC's advisors, SFC's counsel, src's auditors, andlor by OSC ~taff, 

167, The "relationship issues" described above are discussed extensively in the Second Interim 

RepOli and in the Final Report of the IC, Relationship Issues were prominent in the 

approximately 60 documents provided to OSC staff on August 24, 20Jl, and relationships 

continue to be an issue thatsrC has been unable to Tesolve, 

168, As part of the IC's investi:gative process a significant amount of electronic data was 

extracted and reviewed by the IC and its advisors, The same data also has been reviewed by 

counsel for SFC and src's advisors, Over one miUion electronic records have been reviewed, 
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169. The search of electronic records and other inquIries have not produced evidence to support 

the allegations made in the MW RepOlt that Sino-Forest is a near total fraud or Ponzi scheme. 

The searches and inquiries have produced some evidence of possible lesser improper conduct 

that SFC has been making efforts to investigate, address and quantify. 

170. There is no single theme among the documents and issues that SFC has been taking steps 

to address. In some cases, the documents speak to efforts to deal with foreign currency exchange 

restrictions applicable to the PRC. The documents suggest that in some cases SFC personnel 

may have received personal benefits at Sino-Forest's expense and may have appropriated some 

of Sino-Forest's assets. They also show that, ina few cases, whistIeblower complaints. in some 

subsidiaries alleging misconduct by certain personnel in those subsidiaries appear not to have 

been adequately investigated and addressed. 

171. The record-keeping of SFC's subsidimies in the PRC appeared to be adequate prior to the 

recent heightened scrutiny being focused on companies with Significant operations in the PRC. 

The nature of SFC's books and records, combined with the inability to compel disclosure and 

participation by third party PRC companies, primarily SFC's customers (Als) and suppliers, and 

the unwillingness of these companies to become involved in an investigation, makes it difficult 

to definitively assess some of the explanations offered by Sino-Forest persOlmel. 

172. In light of this heightened scrutiny, SFC's subsidiaries in the PRC do not have the scope of 

books and records that might be used to definitively address some issues raised by potentially 

problematic email communications. The nature of SFC's BVl structure, and the absence of 

contractual rights to examine the books and records of customers and suppliers, deprives SFC of 
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access to information that may be necessary to allow SFC to ·determine whether some of the 

documents and issues identified are material from a financial reporting perspective. 

173. Notwithstand·ing SFC's best efforts, many of these issues may not be capable of resolution, 

and certainly not within a timeframe that would allow SFC to comply with its obligations under 

its note indentures and securities laws, Consequently, absent a resolution with the noteholders, 

the indenture trustees would be in a position to enforce their legal rights as early as April 30, 

2012, 

174, However extensive and challenging the work done to respond to the MW Report has been, 

the simple fact is that the uncertainty it has created has caused Sino-forest's business to 

deteriorate. Repairing the damage to the business simply cannot wait any longer, Without 

decisive action in the immediate te1m, I fear that the ability to save the business for the benefit of 

SFC and its stakeholders will be irreparably lost. 

175, As described in greater detail herein, even though the allegations set out in the MW Report 

and the OSC cease trade orders are unproven, the aUegations have had a catastrophic negative 

impact on Sino-Forest's business activities and have created substantial uncertainty regarding the 

future of Sino-forest's business in the minds of the Sino-Forest Companies' stakeholders in the 

PRC, including its lenders, customers, suppliers, ·employees, and governmental officials, The 

allegations made against SFC have resulted in a swbstantial erosion of Sino-Forest's business, 

The business in the PRCcontinues to deteriorate with every passing day and it has become clear 

to SFC that the Sino-Forest business needs to be .separated from the cloud that continues to hang 

over SFC if there is any future for that business (and thus value for SPC's stakeholders) to be 

preserved. 
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V. IMPACT OF MUDDY WATERS ALLEGATIONS ON SINO·FOREST 

A. Class Action Lawsuits 

176. SFC and certain of its officers, direotors and employees, along with SFC's ourrent and 

former auditors, technioal consultants and various underwriters involved in prior equity and debt 

offerings, have been named as defendants in eight class action lawsuits, 

177. Five of these olass aotion lawsuits, oommenced by three separate groups of counsel, were 

filed in the Ontario Superior Court of Justice on June 8, 2011, June 20,2011, July 20, 2011, 

September 26, 2011 and November 14, 2011, A 'carriage motion in relation to these actions was 

heard on December 20 and 21, 2011, and by Order dated January 6, 2012, Justice PerelI 

appointed Koskie Minsky LLP and Sisldnds LLP as class oounsel. As a result, Koskie Minsky 

LLP and SiskindsLLP discontinued their earliest action, and their other two actions have been 

consolidated and will move forward as one proceeding, The other two Ontario actions, 

commenced by other counsel, have been stayed. Pursuant to Justice PerelI's January 6, 2012 

Order, Koskie Minsky LLP and S'iskinds LLP have filed.a fresh as amended Statement of Claim 

in the consolidated proceeding. A copy of this Statement of Claim is attached as Exhibit "Y". 

178. The action purports to be brought on behalf of noteholders. The plaintiffs and plaintiff law 

firms have not complied with the prerequisites to bringing suit in the relevant note indentures, 

which each contain a "no suits by holders" clause. 

179. ParalIel class actions have been filed in Quebec and Saskatchewan. Copies of the 

originating documents in those actions are attached as Exhibit "Z". 

180. Additionally, on January 27, 2012, a class action was commenced against SFC and other 

defendants in the Supreme COUlt of the State of New York, U.S.A. The complaint alleges that 
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the action is brought on behalf of persons who purchased SFC shares on the over-the-counter 

market and on behalf of non-Canadian purchasers of SFC debt securities. The quantum of 

damages sought is .not specified in the complaint. A copy of the complaint in this action is 

attached as Exhibit "AA". 

181. Additional law firms in both the United States and Canada have announced that they are 

investigating SFC and certain directors and officers thereof with respect to potential additional 

class action lawsuits. 

B. Effects of MW Rep()rt and Rclatcd Events 

182. The allegations set forth in the MW Report, despite being denied by SFC, have had 

catastrophic negative effects on the reputation and business of Sino-Forest. As a result, Sino

Forest's ability to conduct its operations in the normal course of business has been materially 

affected. For example: creditors are increasing legal demands with respect to accounts payable; 

at the same time, collections of accounts receivables is increasingly difficult due to a widespread 

belief that Sino-Forest will not survive; sales in the WFOE model have also slowed substantially 

in response to views on accounts receivable payments; cash flow issues have resulted in a 

cessation of any expansion or modernization; the inability to fund purchases of raw materials has 

caused a slowdown in production or, in many cases, a shutdown; certain timber ·assets have been 

frozen as Sino-Forest has been unable to keep current with payments; deposits put dQwn on 

standing timber purchases by WFOEs, of approximately $27 million, may be unrealizable due to 

an inability to generate cash to payoff outstanding payables under those contracts; offshore 

banking facilities have been repaid and frozen or cancelled, leading to substantial damage In 

Sino-Forest's trading business; relationships with local governments and plantation land owners 

have become strained;. Sino-Forest is unable to complete various projects, contracts and 
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acquisitions; and the PRC government is expressing increased concern over SFC and is 

becoming less inclined to be supportive of Sino-Forest, making the ability to obtain legal 

documents for Sino-Forest's operations increasingly difficult. 

1. Diversion of Operational Resources & Effects on Operations 

183. The investigations being conducted by the OSC, the HKSFC and the RCMP, the 

examination by the IC (and now the Audit Committee and Restructuring Committee), and the 

class action lawsuits have required, and will continue to require, significant resources to be 

expended by the directors, officers and employees of Sino-Forest. As a result, the diversion of 

such resources has affected Sino-Forest's ability to conduct its operations in the normal course of 

business. Sino-Forest's timber and trading businesses have effectively been frozen and have 

ground to a halt. 

184. Since the MW Report was released, in order to conserve cash, Sino-Forest has only 

completed cash purchases which were previously committed to and has not made any new 

commitments (i.e. in the WFOE structure), despite having been presented with some attractive 

buying opport\lnities. Sino-Forest has therefore not grown its asset base as it would have but for 

the MW Report. 

185. Also, the Sino-Forest Companies have had an extremely difficult time collecting 

outstanding receivables as a result of the perceived uncertainty surrounding them in the PRC. 

The total amount of outstanding receivables in the WFOE structure was approximately $130.5 

million as at February 29,2012, with more than 83.5% of those receivables being over 90 days. 

Sino-Forest's counsel in the PRC, KaiTong Law Firm, has sent legal demand letters to 12 BVI 

trading companies for accounts receivable totaling approximately $126 million and five WFOE 
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companies totaling approximately RMB 224.5 million. Additional legal demand letters for 

smaller accounts are also in process, and other accounts receivable are being negotiated. 

186. At the same time that the Sino-Forest Companies are having a difficult time collecting 

outstanding receivables, they are receiving increased demands on their payables. Certain of Sino

Forest's creditors in the PRe have taken aggressive collection tactics in the PRC, including filing 

COUll claims in an effOli to be paid amounts owed to them by Sino-Forest. If the uncertainty 

related to SFC is allowed to continue to affect Sino-Forest's business operations, Sino-Forest 

expects increasing legal actions from other creditors. 

187. Sino-Forest has not been able to secure or renew certain existing onshore banking facilities 

and has been unable to obtain offshore letters of credit to facilitate Sino-Forest's trading business. 

All offsh0re banking facilities have been repaid and frozen, or cancelled. Since June 2, 2011, all 

Hong Kong banl<shave asked for vohmtal'Y repayment of outstanding loans. Banking faciHties 

with a total credit amount of $67.9 million were terminated by four banks between June 10, 2011 

and August 29, 2011. Facilities of $152.3 million were frozen upon full repayment. In the PRC, 

facilities totaling RMB 159.6 million were asking for voluntary repayments. For the PRC banks 

providing facilities, Sino;Forest was requested to Increase its cash deposits so as to demonstrate 

financial strength. This has lead to substantial damage in Sino-Forest's operations, and affects 

Sino-Forest's ability to complete obligations under existing contracts, resulting in losses 

potentially in excess of$100 million., 

188. Various projects and contracts, such as nursery projects in certain provinces with a contract 

value ofappl'Oximately RMB 1 billion, have been stopped or are unable to be fulfilled. 
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189. Due to the allegations in the MW Report, the PRC government is expressing increased 

concern over SFC and is becoming less inclined to be supportive of Sino-Forest, making the 

ability to obtain legal documents more difficult. For example, the PRC government has withheld 

cutting licenses resulting in lower harvesting volumes. Relationships with local government and 

local plantation suppliers have also become strained, resulting in many difficulties and obstacles 

in Sino-Forest's operations including an inability to complete certain acquisitions of plantations. 

For example, in the Anqing, Anhui area in the PRC, the .local government no longer showed 

support to Sino-Forest and the plantation land owner refused to honour the plantation purchase 

contracts. 

2. Fees and Expenses 

190. SFC has and will continue to incur a substantial amount of fees and expenses in connection 

with the examination by the IC (and now the Audit Committee and Restructuring Committee), 

the investigations by the OSC and the RCMP, and the class action lawsuits. Further, pursuant to 

indemnification agreements between SFC and its directors and certain officers as well as with 

auditors, underwriters and other parties, SFC may be obligated to indemnify such individuals for 

additional legal and other expenses pursuant to such proceedings. The aggregate of such fees and 

expenses is substantial and has had an extremely negative effect on Sino-forest's operating 

results. 

3. Value of Commou Shares and Credit Rating 

191. Prior to the release of the MW Report on June 2, 20 II, SFC's common shares had a 20-day 

volume weighted average price of CDN $19.58 for a total market capitalization of approximately 

CDN $4.8 billion. In the weeks that followed the release of the MW Report, the value of SFC's 

common shares plunged toa low of CDN $1.29 for a total market capitalization of 

65



51 

approximately CDN $300 million, As at August 25, 2011, the day prior to the OSC cease 

trading S'FC's common shares, its shares were trading at CDN $4,81 for a totai market 

capitalization of approximately CDN $1.2 billion, 

192, The allegations set forth in the MW Report have resulted in a material decline in the 

market value ofSFC's common shares and notes, On June 30,2011, Standard & Poor's Ratings 

Services lowered its long-term corporate credit rating on SFC to 'B+' from 'BB', lowered the 

issue ratings on SFC's outstanding senior notes and convertible notes to 'B+', and lowered the 

Greater China scale credit ratings on SFC and its notes to 'cnBB' from 'cnBBB-', On August 29, 

2011, Standard & Poor dowl1graded to 'CCC-', then withdrew its ratings, Fitch Ratings withdrew 

its Foreign Currency Issuer Default Rating and senior debt rating of'BB-' on July 14,2011, after 

placing SFC on Negative Watch on June 20, 2011. On July 19, 2011, Moody's Investors Service 

downgraded the corporate family and senior unsecured debt ratings of SFC to 'B l' from 'Ba2', On 

August 29,2011, Moody's downgraded to 'Caa1' from 'B1', and on December .14, 2011, Moody's 

downgraded to 'Cal' and withdrew its rating, 

193., Sino-forest's primary sources of funding have been short-term and long-term borrowings, 

equity offerings and cash generated by operating activities, However, as a result of the 

reputational damage that the MW Report inflicted on SFC, I believe that SFC has no ability to 

access the capital markets at the present time, including to refinance.its notes, 

VI, CLAIM AGAINST MUDDY WATERS 

194, On March 29, 2012, SFC commenced a claim in the Ontario Superior Court of Justice 

against Muddy Waters, its principal, and persons who tTaded with prior knowledge of the MW 

Report, A copy ofSFC's claim against Muddy Waters ef at is attached as Exhibit "BB", 
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195. In this action, SFC seeks total damages in the sum of CDN $4 billion in relation to harm 

caused to SFC as a result of the allegations made by Muddy Waters. If SFC is successfully 

restructured as contemplated, it is anticipated that the action will be funded by the litigation hust 

provided for in the Support Agreement described below, and the benefits of the action will be 

shared as oontemplatedby the Support Agreement. 

VII. PROPOSED RESTRUCTURING TRANSACTIONS 

196. Following extensive arm's length negotiations between SFC and the Ad Hoc Noteholders, 

the parties entered into the Support Agreement. The Support Agreement contains, among other 

things, the summary telms and conditions of a going concern restructuring of SFC (the 

"Restructuring Transaction"). A copy of the SuppOltAgreement is previously attached. 

197. The Support Agreement provides that SFC will file the Plan in order to implement the 

Restructuring Transaction as part of this CCAA proceeding, and that the Consenting Noteholders 

will vote their notes .in favour of the Plan at any meeting of creditors, each subject to certain 

conditions. 

198. From a commercial perspective, the Restructuring Transaction contemplated by the 

Support Agreement is intended to accomplish the following objectives: 

(a) the separation of Sino-Forest's business operations from the problems facing SFC 

outside of the PRC by transferring the intermediate holding companies which own 

"the business"and SFC's intercompany claims against its subsidiaries (which inchlde 

the entire substantive operations of the Sino-Forest Companies) to the noteholders in 

compromise of their claims against SFC (if the Sale Process does not generate a 

superior transaction, as described below); 
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(b) the Sale Process being undertaken to determine ifany person or group of persons will 

purchase Sino-Forest's business operations pursuant to the Plan for an amount of 

consideration acoeptable to SFC and the noteholders, with the potential for excess 

above such amount being directed to Junior Constituents. The Sale Process is 

intended to ensure that SFC is pursuing all avenues to maximize value for its 

stakeholders; 

(c) a stmoture (including funding) that will enable litigation claims to be pursued for the 

benefit of SFC's stakeholders in accordance with the SUPPOli Agreement against a 

number of potential defendants (including Muddy Waters, its principal, and any 

persons who benefited from the allegations made by Muddy Waters in a coordinated 

way); and 

(d) if the Sale Process does not result in a sale, the Junior Constituents recovering some 

"upside" in the form of a profit participation if Sino-Forest's business operations 

acquired by the noteholders are monetized within seven years from the date of the 

_ implementation of the Plan at a profit, as further described in the SUPPOli 

Agreement. 

199. The decision to enter into the SuppOli Agreement was given -careful consideration by SFC 

and the Board and was not taken lightly. However, the inability to obtain an audit creates a 

default under the note indentures which simply cannot be cured within -a reasonable timeframe, if 

at all. 

200. More significantly, it has become clear that the problems facing SFC outside of the PRC 

are causing Sino-Forest's business operations in the PRC to deteriorate and that, unless decisive 
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steps are taken to restruct\U'e Slno.Forest, the PRC business operations wil! continue to 

deteriorate to the point that they wi!! cease to be capable of being turned around, which wi!! 

further diminish the value that can be realized for SFC and its stakeholders. While there remains 

substantial work ahead in the PRC to turn the business around and convince stakeholders in the 

PRC (inCludil1g customers, suppliers, employees and PRC governmental officials of all levels) 

that the Sino-Forest business built up over the past 18 years is here to stay, I firmly believe that 

the transactions which SFC proposes to Initiate p\U'suant to the CCAA will show a path out of the 

uncertainty which it has faced since last June. 

201. The Support Agreement provides that SFC will make an application under the CCAA in 

order to implement the Plan. The Consenting Noteholders executed the Support Agreement on 

the basis that a restruGiuring of SFC as proposed would be undertaken pursuant to the CCAA. 

202. But for the negotiation and execution of the Support Agreement, SFC would be unable to 

prevent the acceleration and enforcement of the rights of the noteholders as soon as April 30, 

2012, in which case SFC would be unable to continue as a going concern, and is thus insolvent. 

Accordingly, and for the reasons set out herein, a restructuring is urgently required and should be 

p\U'sued to preserve its enterpt'ise value. 

203. SFC has reached an agreement on a consensual restructuring transaction with the Ad Hoc 

Noteholders. SFC is seeking a stay of proceedings undcr the CCAA in order to aJJow it time to 

proceed to develop the Plan which, if approved by the creditors and this Honourable Court, 

would, among other things, allow for a going concern emergence of Sino-Forest's busincss. 
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VIII. THE SALE PROCESS 

204. Under the Sale Process, SFC, through its financial advisor, Houlihan Lokey ("Houlihan"), 

and with the oversight of the monitor, will seek qualified purchasers (including existing 

shareholders and noteholders) of SFC's assets on a global basis and attempt to engage them in 

the Sale Process. The Sale Process Procedures, which were agreed to by the parties to the 

Support Agreemel1t in consultation with the proposed monitor, provide that SFC will have up to 

90 days to·solicit letters of intent, and if qualified letters of intent are received, a further 90 days 

to solicit qualified bids. A copy of the Sale Process Procedures is attached as Schedule D to the 

Support Agreement, 

205. I believe it is critically important that the Sale Process Order be granted at this time for a 

variety of reasons, First and most .importantly, it is very important that SFC conclude a 

restructuring by the end of the third fiscal quarter, The business of the Sino"Forest Companies is 

seasonal, and the vast majority of transactions (both purchases and sales) typically occur in the 

third and fourth quarters, All stalceholders will therefore be prejudiced if SFC cannot complete a 

restructuring by the end of the third quarter, or sOOn thereafter, as the business will continue to 

be frozen through the critical fourth quarter. 

206, With that target end date in mind, the process must begin immediately, I understand that in 

other insolvency filings in Canada, sale processes 'have becn done on much shorter timetables 

than what SFC is proposing; however, I bclieve the proposed timetable is necessary and 

appropriate in light of the specific circumstances, In fact, given the critical timing of this process, 

I am aware that Houlihan has already been in contact with patties who may be interested parties 

in this Sale Process, 
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207. The assets being sold, especially given the allegations in the MW Report, are extremely 

complex and are being offered for sale without current audited financial statements. Potential 

buyers therefore need to be afforded sufficient time to do due diligence. 

208. In addition, there are limited potential buyers for these assets. I believe that potential 

buyers will need to have, in addition to the significant capital to complete a transaction of this 

size, an in-depth and intimate knowledge of the PRC market. I do not expect that the ultimate 

buyer for these assets, if any, will be a typical buyer of distressed assets in an insolvency 

proceeding. 

209. Accordingly, given that a transaction must be Implemented as soon as possible, and given 
• 

the complexity of the assets and the fact that there isa limited universe of potential buyers, I 

believe it .is necessary that the Sale ,Process Order be granted at this time, and that the Sale 

Process provides the best potential for recovery for SFC's stakeholders. 

210. I have no reason to believe that any creditors have a bona fide reason to object to the Sale 

Process. 

IX. SFC MEETS CCAA STATUTORY REQUIREMENTS 

211. I am advised by Gary Solway of Bennett Jones LLP, counsel to SFC, that the CCAA 

applies in respect of a "debtor company" if the claims against the debtor company or affiliated 

debtor companies total more than CDN $5 million. I am further advised by Gary Solway that a 

"debtor company" is a company incorporated under an Act of Parliament or the legislature of a 

provinc.e Which has, .among other things, become bankrupt or insolvent. 
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A. SFC is a "Company" Under the CCAA 

212. SFC is a "company" to which the CCAA applies as it is a company continued under the 

CECA, A copy ofSFC's artiCles ofconfinuance was previously attached, 

n, SFC has Claims Against it in Excess of $5 Million 

213, As discussed above, SFC has debts against it far in excess of the CDN $5 million statutory 

requirement, 

C, SFC Is Insolvent 

214, I am advised by Gary Solway of Bennett Jones LLP, counsel to SFC, that under section 2 

of the Bankruptcy and Insolvenoy Aot (and a similar definition exists Imder sections 192(2) and 

208 of the CBCA), an insolvent person is one whose liabilities to creditors exceeds CDN $1,000 

and (i) is for any reason unable to meet his obligations as they generally become due, (il) has 

ceased paying his current obligations in the ordinary course ofbusincss as they generally become 

due, or (iii) the aggregate of whose property is not, at a fair valuation, sufficient, or, if disposed 

of at a fairly conducted sale under legal process, would not be sufficient to enable payment ·of all 

his obligations, due and accruing due, 

215, As discussed herein, the holders of SFC's senior notes entered into waiver agreements 

wherein they agreed not to have the indenture trustees demand immediate payment of the 

principal amount of the senior notes, Such waiver agreements expire on the earlier of April 30, 

2012 and any earlier termination of the waiver agreements in accordance with their terms, 

Moreover, in addition to the default dealt with pursuant to the waiver agreements in respect of 

the Q3 Results, SFC will be in further default on April 30, 2012 as a result of the fact that it will 
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fail to tHe its audited 2011 Results, As discussed in greater detail herein, SFC will be unable to 

cure such default in the immediate to near term (if ever), 

216, But for the execution of the Support Agreement and the standstill provided for therein, the 

indenture trustees under the notes could be entitled to accelerate and enforce the rights of the 

noteholders as soon as April 30, 2012, Without the liquidity provided by the waiver agreements, 

SFC would be unable to meet its obligations as they come due or continue as a going concern 

and is thus insolvent. 

X, RELIEF SOUGHT 

A. Stay of Proceedings 

217. SFC needs a stay of proceedings to pursue and implement the Restructuring Transaction in 

an attempt to complete a going concern restructuring of its businesses, In the interim, the class 

actions lawsuits, as well as any other potential actions, need to be stayed so that the 

RestJucturing CommIttee can focus on formulating the Plan, 

B. Appointment of Monitor 

218, FTI Consulting Canada Inc, ("FTI") has consented to act as the monitor of SFC (the 

"Monitor") in the CCAA pl'Oceedings, and I believe that FTI is qualified and competent to so act, 

219, FTI will be filing a pre-tHing report with the Court as prospective monitor in conjunction 

with SFC's request for relief under 'the CCAA. 

C. Payments DUring CCAA Proceeding 

220, During the course of this CCAA proceeding, SFC intends to make payments for goods and 

services supplied post-filing as set out in the cash flow projections described below and as 

permitted by the draft Initial Order, 
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D. Administration Charge 

221. It is contemplated that the Monitor, counsel to the Monitor, counsel to SFC, counsel to the 

Board, Houlihan, FTIConsulting (Hong Kong) Limited, counsel to the Ad Hoc Noteholders and 

the financial advisor to the Ad Hoc Noteholders would be granted a first priority Court-ordered 

charge on· the assets, property and undertakings of SFC, other than SFC's assets which are 

subject to Personal Property Security Act registrations (the "SFC Property") in priority to all 

other charges (the "Administration Charge") up to the maximum amount of CDN $15 million in 

respect of their respective fees and disbursements, incurred at standard rates and charges. SFC 

believes the Administration Charge is fair and reasonable in the circumstances. 

222. The nature of the Sino-Forest Companies' business requires the expertise, knowledge and 

continuing palticipation of the proposed beneficiaries of the Administration Charge in order to 

complete a successful restructuring. I believe this AdministTation Charge is necessary to ensure 

their conthmed pmticipation. 

223. I do not believe that there is any unwarranted duplication of roles between the proposed 

beneficiaries of the Administration Charge. 

E. Directors' Charge 

224. A successful restructuring of SFC will only be possible with the continued participation of 

the Board. These personnel are essential to the. viability of the continuing business of Sino

Forest. SFC's Board members have specialized expeltise and relationships with Sino-Forest's 

suppliers, employees and other stakeholders, as well as knowledge gained throughout the IC 

process that cannot be replicated or replaced. 
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225. The directors of SFC have indicated that due to the potential for significant personal 

liability, they cannot continue their service in this restructuring unless the Initial Order grants a 

charge on the SFC Property in priority to all other charges except the Administration Charge, as 

security for SFC's indemnification obligations for the potential obligations and liabilities they 

may incur after the commencement of these proceedings. It is proposed that the directors of SFC 

be granted a directors' charge in the amount of CDN $3.2 million (the "Directors' Charge") over 

the SFC Property. SFC believes the Directors' Charge is fair and reasonable in the circumstances. 

226. SFC, for itself and its subsidiaries, currently has primary insurance coverage of $1 0 million 

and five separate excess insurance policies collectively providing CDN $45 million (the "2012 

Insurance Policies"), for a total of CDN $55 milHon of coverage in place to attempt to protect 

SFC and its directors and officers. The 2012 Insurance Policies were put in place and became 

effective after prior policies of insurance were not renewed following their expiry on December 

31, 2011, by theinsurers who had issued the policies (the "2011 Insurance Policies"). Although 

coverage is being provided to SFCand certain of its directors and officers under the 20 II 

Insurance Policies for claims that were advanced or threatened prior to the expiry of the 2011 

Insurance Policies on December 31, 20 II, those policies provide no coverage or protection to 

SFC or its officers and directors for new claims that are made after December 31, 2011 which are 

based on new events 01' allegations unreiated to the subject matter of the claims that have already 

been advanced ·01' threatened. 

227. As was the case with the 2011 Insurance Policies, the 2012 Insurance Policies provide for 

three types of coverage: (i) director and officer liability, (ii) corporate liability for indemnifiable 

loss, and (iii) corporate liability arising from securities claims. The 2012 Insurance Policies 

expire on December 31, 2012 and exclude coverage for directors' liabilities for wages. There are 
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also other exclusions and limitations of coverage which may leave SFC's directors and officers 

without coverage under the 2012 Insurance Policies, Depending on the circumstances of any 

particular eIaim, the insurers which have issued the 2012 Insurance Policies may deny coverage 

on the basis that the 2012 Insurance Policies exclude such other claims, that coverage limits have 

been exhausted by Claims made against the 2012 Insurance Policies, or that the matters reported 

fall within the coverage provided by the 2011 Insurance Policies (which are already responding 

to a number of significant claims that have the potential to exhaust 01' exceed the applicable 

limits). Finally, there is no guarantee that SFC will be able to renew the 2012 Insurance Policies 

when they expire at the end of the year, 

228, Contractual indemnities have been provided by SFC to its directors. SFC does not have 

sufficient funds to satisfY those indemnities should the directors of SFC incur obligations and 

liabilities in that regard after the oommencement of these proceedings, 

229. The Directors' Charge is necessary so that SFC may benefit from its directors' experience, 

knowledge and ability to guide SFC's restructuring efforts. It is critical to the restructuring 

efforts that SFC's directors remain with SFC in order to assist SFC in achieving the Restructuring 

Transaction to benefit SFC's stakeholders, 

230, As such, it is proposed that the priorities of the Administration Charge and the Directors' 

Charge be as follows: 

(a) First - Administration Charge; and 

(b) Second - Directors' Charge. 
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231, Based on the books and recol'ds of SFC, and to the best of my knowledge, there are no 

secm'ed creditors who are likely to be affected by the Administration Charge or the Directors' 

Charge, 

F. Postponement of Annual Shnreholders' Meeting 

232, As previously mentioned, SFC is a public company under the CBCA, I am advised by 

Gary Solway of Bennett Jones LLP, .counsel to SFC, that, as such, SFC is required, pm'suant to 

paragraph 133(1 )(b) of the CBCA, to call an annual meeting of its shareholders by no later than 

June 30, 2012, being six months after the end of its preceding financial year which ended on 

December 31, 2011. Accordingly, SFC is required to call its annual general meeting no later than 

June 30, 2012, SFC's annual general meeting has typically been held in the month of May, 

233, However, the management of SFC and other Sino-Forest Companies are presently 

devoting their efforts to stabilizing the business with a view to implementing the Restructuring 

Transaction in accordance with the terms of the Support Agreement, 

234, Preparing the proxy materials required for an annual meeting of shareholders (which must 

be prepared well in advance of any meeting so that they can be mailed to shareholders in 

advance of the meeting) and holding the annual meeting of shareholders would divert the 

attention of senior management of the ·Sino-Forest Companies away from implementing the 

Restructuring Transaction, would require significant financial resources, and could impede SFC's 

ability to achieve a restructuring under the CCAA, 

235, In addition, pursuant to section 155 of the CBCA, SPC is required to place before the 

annual meeting financial statements of SPC for.a period ended not more than six months pdor to 
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the date of the annual meetiug, SFC has been unable to complete its financial statements for the 

reasons already discussed, 

236. I am advised by Gary Solway of Bennett Jones LLP, counsel to SFC, that, under 

subsection 106(6) of the CBCA, if directors are not elected at an annual meeting, the incumbent 

directors will continue to hold office until their successors are elected, 

237. Certain financial and other information is and will continue to be available to the public 

through SFC's court filing which will be easily accessible on the proposed Monitor's website 

(http://cfcanada,fticonsulting.comlsfc), Consequently, the failure to hold an annual general 

meeting within the time prescribed by the CBCA will not deprive shareholders of access to the 

financial information of SFC that is publicly available from SFC, 

238, Under the circumstances, I believe it is impractical for SFC to call and hold an annual 

meeting of shareholders during this CCAA proceeding, 

G. Foreign Proceedings 

239. SFC is seeking in the Initial Order to have the Monitor authorized, as the foreign 

representative of SFC, to apply for recognition of these proceedings, as necessary, in any 

jurisdiction outside of Canada, including as "Foreign Main Proceedings"in the United States 

pursuant to Chapter 15 of the U,S, Bankruptcy Code (the "Chapter 15 Proceedings"), The initial 

effect of the Chapter 15 Proceedings would be to give effect to the Initial Order in the U niled 

States, 
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H. Financial Advisor Agreement 

240. It became clear to SFC at the begiIming of September 2011, that it would greatly benefit 

lI'om the expeJtise of a financial advisor. Accordingly, SFC invited four reputable global 

finMcial advisory firms to make presentations for the role on or about September 14, 2011. 

HoulihM was selected as SFC's first choice as a result of, among others, its significant 

experience in debt restructurings, its strong presence and reputation in both the NOlth American 

and Asian markets, and its strong standing with the global noteholders community, especially 

those event driven funds which customarily playa leadership role in these situations. 

241. On or abot]t September 26, 2011, Bennett Jones LLP, as counsel to SFC, entered into an 

agreement with Houlihan relating to Houlihan's provision of financial advisory 'and investment 

banking services to SFC. That agreement was amended and replaced by an agreement dated as 

of December 22, 2011 (the "Financial Advisor Agreement"). A copy of the Financial Advisor 

Agreement is attached as Exhibit "CC". 

242. The Financial Advisor Agreement provides, among other things, that if SFC commences 

any proceedings under the CCAA or similar legislation or statute, SFC will promptly seek to 

have the Court approve (i) the Financial Advisor Agreement, and (il) Houlihan's retention by 

SFC under the terms of the Financial Advisor Agreement, including the payment to be made to 

Houlihan thereunder. As such, the draft Initial Order-provides for such appt·ovals. 

243. It is my beUefthat Houlihan's significant restructuring experience and expertise in the area 

of debt restructuring has greatly benefited SFC.The proposed Restructuring Transaction would 

not have been achievable without the advice and assistance of Houlihan. Houlihan was also 

instrumental in assisting SFC in obtaining the waiver agreements described herein. 
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244. Houlihan has spent approximately seven months working closely with senior management 

of SFC and its other advisors. Houlihan has greatly assisted SFC in its restructuring efforts to 

date and has gained a thorough and intimate understanding of the Sino-Forest business. If SFC 

was deprived of the benefit of Houlihan's continued advice and assistance and was required to 

retain a new financial advisor, it would likely take a significant period of time for such a 

financial advisor to acquire a similar working knowledge of the business and would make it 

extremely difficult, if not impossible, to implement the Restructuring Transaction In the currently 

contemplated time frame. Thus, I believe that the continued involvement of Houlihan is 

essential to the completion of the Restructuring Transaction. 

245. It is also my belief that the quantum and nature of the remuneration provided for in the 

Financial Advisor Agreement is fair and reasonable. Specifically, the restructuring fees payable 

to Houlihan are only payable if a restructuring transactioll is comp1eted and the quantum of those 

fees is dependent on various factors intended to measure the success of the restructuring. 

XI. 13 WEEK CASH FLOW FORECAST 

246. As set out in the cash flow forecast attached as Exhibit "DD", SFC's principal uses of cash 

during the next 13 weeks will consist of the payment of ongoing day-to-day operational 

expenses, the costs associated with the ongoing investigation into the MW Report, the costs 

associated with responding to demands from the OSC, HKSFC and RCMP for information, and 

professional fees and disbursements in connection with these CCAA proceedings, 

247. As at March 29, 2012, SFC had approximately $67,.g million available cash on hand, 

SFC's cash flow forecast projects that, subject to obtaining the relief outlined herein, it will have 

sufficient cash to fund 'its projected operating costs for the next 13 weeks, 
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XII. CONCLUSION 

248. I run confident that gnmting the lnititll Order ~nd Sale Process Order sought by SFC is in 

the best Interests of SFC and it,q stakeholders, SFC requires the slay of proceedings to pursue 

and implement the Restrncturing Transaction in an attempt to complete a going ooncern 

restruotnring crf its businesses, The Ad Hoo Noteholdel'S support this appHcation and SFO's 

pursuit of the Plan in this CCAA proceeding, 

249. Without the stay of proceedings .and the opportunlty to effect the Restruotnl'ing Transactio1'l 

(including the Sale Prooess), Sino·Forest fllOos a possible cessation of going concorn opel'atiolls, 

the liquidation of its assets, and the loss of employment fur a signiilcant numbor of employeG~ 

worldwide. The gl'~nting of the requested ,stay of proceedings wJll aSiiatan orderly l'~atru.oturing 

ofSFC. 

SWORN BEFORE ME at the Oity ofHong ) 
Kong, Special Administrative Region, ) 
People's RepubHc ofChjn~, this 30th day of ) 
March, 2012 ) 

) 

Solloltor, Hong Kong SAR 

W. Judson Mnl'tin 
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ONTARIO 
SUPERIOR COURT OF JUSTICE 

'COMMERCIAL LIST 'Y, f: 
:&. ;~~ NOURABLE MR, ) 

) 
) 

FRIDAY THE 30111 , 

JUSTICE MORA WETZ DAY OF MARCH, 2012 

IN THE MA'TTER OF THE COMPANIES' CP.EDlTOR& 
ARRANGEMENTACT, R.S,C, 1985, c, C'36, AS AMENDED 

AND TN THE MATTER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION 

INITIAL OR:DJl;R 

THIS APPLICATION, made by Sino-POI'est COl'potation (the "Appli~al1t"), pur~uant to 

the Companies' Creditors Arrangement Aot, R,S,C, 1985, c, C-36, as amended (the "CCAA") 

was heard this day at 330 Ullivel'sity Avenue, TOl'onto, OnlOlt:!o, 

ON READING the affidavit of W, Judson Mal'tlll SWOI'n Mm'oh 30, 2012 'E\11d '.he Exhibits 

thereto (the "Mm'tln Mflda"n") and the Pre-Piling RepOI'! of the Pl'oposed MOlritOl', FTI 

Consulting Oanada lnG, ("FT1") (the "Mollitor's Pre-Filing Report"), and on being ~clvised that 

ti161'6 are 110 'sec~ll'ed ol'edltors who are llkely to be affeoted 0)' the ohm'gea ore~ted herein, and Qn 

heal'ing the submissions of oounsel for the Applioant, the Applicant's direcMs, PTI, tho ad hoo 

ooml11ittee of holders of notes Issued by the AppHoant (the "Ad Hoo "Noteholdol's"), and no one 

olso appe&lillg for any other 'palty, and 0111'eading the oonsent of FTI to act as the Monitol" 
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SERVICE 

I, THIS COURT ORDER,S that the time fOI' ,service of the Notloe of Application, the 

Application Reoord and the Monitor's Pre.FiIlng RepOlt i~ hereby abl'ld.ged '~nd vl>lldated so that 

this Application is p!'operly l'etul'11ablo tod~y and hereby dispenses with further service thereof, 

APPLICATION 

2, THIS COURT ORDERS AND DECLARES that the App11cant is a oompany \0 which 

the CCAA applies, 

PLAN 'OF ARRANGEMENT 

3, THIS COURT ORDERS that the Applicant shall have the mlthol'ity to file 'and may, 

subjeot 10 ftll'thel' 0l'de!' of this COU1't, file with tIlls CO\\!'t a plall of eompl'omise or arl'&llgement 

(hereinafter referred to as the '''Plan''), 

4, 'THIS COURT ORDERS that the Applioant shall be entitled to seek allY anoi1lary or other 

relief from this COU1~ In I'espect of any of its subsldial'ies in connecticn with the Plan 0\' 

otherwise in respect of Ihe$e prooood!ngs, 

POSSESSION OF PROPERTY AND OPERATIONS 

5, THIS COURT ORDERS that the ApplloMt shall1'0maln in possession alld oontrol of its 

Cl,llwnt and futuro assets, unciel'taidng$ and pr~pcl'\ies of eyo!'y nature and kind whatso6Wl', and 

whercv.er sltLlate inoluding all prooeed$ thel'eof' (the "Property"), SubJeot to 1\1rlhel' Oldel' of tbls 

COUl1, the Applicant shall oontinuo to ,0m'I'Y on business in 'a mannel' consistent with the 

preservation of its busilleSS (the "Business") and Property, Tho Applloant ,shall be authorized 

and empowel't)d .\0 oontinuo to retain and employ the employees, oonsultants, ,agents, expoI'lll, 

aocountants, 00u11s01 and such othel' pel~aons (colleotively "ASSistants") oUl'I'elltly retaJ!1eQ ot' 

employed by it, with libel'i)' to retain s\\oh i\l1'thel' Assistants 'us'Jj deems reasonably necessary 01' 

desirable In the ol'dlnal'), oourse ofb\.ls'illess orror the olU'rying out oflhe terms of this Ol'der, 

6, THIS COURT ORDERS that the Appliotlllt shall be elltitled but not requli'cd to pay the 

followIng expenses, whether incurl'ed priOI' to 01' aftel' this Ordel': 
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(a) all 'outstanding lind future wages, sallU'ies, employee and pension benefits, vaoatlon 

pay and expenses payable on 01' after the date of this Ol'dor, in 'each case incUI'I'ed in 

the ordlnal')' oourse of business and oonsistent wlthex)sting oompensation polioies 

mId atl'atlgements: 

(b) the fees and ctisbuI'Sell1ents of allY Assist~11tS retained 01' employed by the Applioant 

in respect of thesepl'oceedings, at their st1U1dfU'd I'ates and ohal'ges: 

'(0) the fees ,ano disbursements of thedlreotars !\1ld 'counsel to the direotol's, at their 

standm'Q rates Ilnd 'chal'ges, !\nd 

.( d) snoh othel' amounts as are set out in the Mat'oll 29 Forecast (as defined in the 

Monitor's Pre-Filing Report and attaohed as Exhibit "DD" tathe Maltin Affidavit), 

7, THIS ,COURT ORDERS that, except as othel'Wlse j)l'Ovlded to the oontrary herein, the 

Applioant shelll be entitled but not l'eq~lh'ed to pay all l'oasonable exp.cnBcs incul'l'lld by the 

Applicant in oal'l'ying'on the Business in the otdlMry com'se after this o.rde)', and 1n om-rying,ollt 

the provisions of this Ormer, which expenses shaliinolucte, without limitation: 

(Il) all expenses 1U1d oapiM expenditures reasol1llbly necessary 'fOl' the Pl'CSCl'Vation of the 

Propel~)' 01' tJle Busltless inol\ldill,g, without limitation, payments on aooount of 

li18Ul'6UlOC (inoludlng ,dirootors and offioel'S insuralloe), maintenanoe find security 

~ervioesi mld 

(b) pllyment for goods 01' sOl'vioes aohlaJ1y su,ppllod"to tho A,ppllcant following the date of 

this Ordel', 

8, THIS CODRT ORDERS that the Applioant shall l'emlt, in accol'datl0e with logal 

requirements, 01' pay: 

(a) any statuto!'y deemecl-t!'ust amoulljs in favour of the CrOWll In right of Cannda 01' of 

any PI'ovince thereof 01' any othel' ta"ation authority which lU'O requil'ed to be 

deduGted fl'Om employees' wages, inoludin~, wi,thout limitation, amounts Inl'espect of 

(I) employment insuranoe, (Ii) Cal1ada Pension PllUl, (ill) Quebeo Pension Plan, and 

(Iv) inoome "taxes: 
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(b) all .gooda ~l1d .services 01' ather applloabJe .sales taxes ~oollectivel)', "Sales Taxes") 

required to be I'emitted b)' the Applicant '1n conneotlon with the sale of goods 1111d 

.sorv·ices b)' the Applicant, but only where ,such Sales Taxes aro MOl'\led or oollected 

after the date of this Ol'de!', 01' whet'e such Sales Taxes were acorued 01' colleoted pl'ior 

to the date of this Ol'del' but not requll'ed to be remitted unt11 on 01' after the date of 

this Order: and 

(0) anYEImount payabie to the CI'own in right of'Canada or of un)' Province Ihereof 01' 

any PQlltlcal subdivision thereof 01' an)' other taxation authority in I'espect of 

mUl11clpal realty, municipal bushiesa or other taxes, a~sessments 0)' levies of ftlly 

Mlure or khid whi6h are entitled at law 10 be paid in priority to claims of seoul'od 

creditol'sand whioh are atl!'lbutable to ol'ln I'espect of the oarl')'lng on o'ftbe Business 

by the ApplloE\nl, 

9, nus COURT ORDERS that until a )'eai property lease is disolaimed 01' rOlillMed in 

acoordance with the' CCAA, the AppUoftllt sh11l1 pay all.amounts consfltutlng ront or pay.ablo as 

rent ·undel' l'eal propel1y leases (inOl\lding, for gl'eater cel'tainty, OotrllnOn area Inaintenanoe 

oharges, \ltlItties 'and realt), talles and any othe)' amOllnts payable to the landlord under tbe lease) 

01' ·as o1;het'Wi'se may be negotiated between the Appl10ant and the IftlldlOl'd fro111 <timo to time 

("Rent'~, fot, the pet'iod oommencing fl'0111 and inolllding the date of this Ordel', twl.oo"monthly in 

'eqlllli p&yments 011 the that (lnd fifteenth .day of eoob month, In advance (but 110t in aneal's), On 

the date of the first of stloh payments, ftll)' Rent re)athlg to the jlledod o0111mencing f),om and 

including the date of this Ordel' shall also be paid, 

.1'0, nns COURT ORDERS that, exoept as specifioaJly permitted hel'ein, the A:pplloant is 

ho)'eby directed, until flll'the)' Order of this Court: (a) to make no payments of pl'inoipal, Mel'est 

thereon 01' othel'Wise on aooount of.a1110unts owing by the Applioant to any of its credltoj's as of 

this date; (b) to gl'ant no seeul'ijy interes.ts, t),ust, liens, ohru'ges 01' ellOU1l1branoes upon oi' 'in 

l'espoot~h,J1y <rfils 1'1'opelty: and (0) to not grant ol'edit or bwcw l!l\bilitl.s exoept in the o)'dinar), 

OOUl'se of the Business, 
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RESTRUCTURING 

11. THIS COURT ORDERS that the Applioant shall, subjeot to suoh requirements as al'e 

imposed by the CCAA and suoh oovenants ~ may be contained in the SUppol'~ Agl'eemellt (as 

defined below), have the right to: 

(a) permanently 01' temporarlly oease, downsize OJ' shut down any of its husiness 01' 

opel'adona, amI to dispose of' reQ\ll1demt 01' non"ll1atel'ial assets not exceeding 

US$$00,000 ill ally one transaction or US$I,000,000 in the'aggre~ate: 

(b) terminate the employment of such of its empioyees 01' temporarily layoff such of Its 

employees as it deems aPPI'opl'iate; and 

(c) P\II'S\le'all avemles ofi'efinanoing of its B\)sinoss 01' PI'Opel'ty, in whole 01' PlI't, subjeot 

to priOI' 'approval ofthlsCoul't being 0 btalnod befOl'e al'ly material1'efinal1oing 

all of the fOl'egoing to pel'mit ihe AppHoant to' prooeed wIth an Ord(}l'ly l'ostl'uotUl'ing of tho 

Business, 

12, THIS COURT ORDERS ihat ihe Apptioant shall provide eaoh of the relevant landlol'ds 

with notloe ofthe Appiloant's intention to remove any fixtul'es f\'om any leased premises at 'least 

seven (7) days 'prior to the datoof the intended l'emov{J;1. The relevant JalldJOl'd shall be entitled 

to have a ropl'esentatiYe prosent In the le~ed promises to observe suoh removal and, if tho 

landlol'd ,dJsp~)tes tho Appiloant's ,entitlement to l'01110VO any s\)Ch llxt\ll'e \mdl>l' the provisions of 

the le~0, 'suoh fixtlll'e shalll'emain all the premises and sh~ll he dealt with as agl'eed between any 

applloable secul'ed oreditol's, s\)oh landlord and tho Applicant, 01' by /\I.lthol' Ol'der oftMs Court 

UpOll applloe.tio.n by tho. App\loWlt on at least two (2) days !lotioe to suoh landlord and any suoh 

sooul'eo creditors, If the Appllo~nt disolalms 0\' l'eslllates the loase governing such leased 

premises In aooo1'd8,noo with Seotion nof tho CCAA, it shall not be l'equlred to pay Rent undel' 

suoh lease pending resolui1on ofany s\.1oh dispute (othel' than Rent payable for the notioo period 

provided fo1' in Seotion 32(5) of tho CCAA), and the disolalmer 01' l'esl1iatioll oflho lease shall be 

without prej\ldioo to the Applicemt's clalm to the fixtul'es ill dispute, 

13, THIS COURT ORDERS that if a notioe of dlsolallnel' 01' .1'eslllationis delivered pUl'smmt 

to Section 32 of'the OCAA, then (8,) dul'ing tho nodoe pel'lod Pl'JOl' to the effeotlve time of the 

88



, . 
6 

disol€\lmer 01' resi'llatlon, tbe landlol'Q may sbow the ~ffeoted leased premisos to prospeotive 

tenMts during normfll business hours, on giving the Applioant and the Monito!' 24 hours' pl'lor' 

wl'itten notice, and (b) at the effeotive time of the disolaime!"Q!' l'es!I!afiol1, the relennt landlo!'d 

.shal'l be entJtkd to lake possession of a11),81101\ leased premises without wlliver of or pl'~judloe to 

tll'ly olfllms or rights suoh lalldlol'd may have .against the ApplloMt in respeot of slloh lease 01' 

leAsed premises and slloh IMdlol'd shall be entitled to notify the Applioant of the "haliis on whioh 

it !s taking possessIon alld 10 .gain possession of and r<;l"leaso ,8110h leased pl'emises to any third 

Pal'!Y 01' pmtks on slloh t~l'ms .as auoh landlol'd oonsiders advisable, plovided that nothing hel'ein 

~btl11 reliove such l~ndI01'd of ita obli.gation to mitigate MY damages oiaimed ill o011neotion 

'therewith, 

RmS'fRUC'I'URING SUPPORT AGMEMENT 

J.4, THIS COURT ORDERS that tho·Applioant and the MOll'itOI' are authorized and dh'ected 

to engage in the follow.ing p1'Ooe(\lIre8to notify noteholdel's of the l'ostl'Uot\lt!ng .SUPPOl't 

agt'eement dated as .of MaL'oh 30, 2012 (the "S\)PP01't Agreement") between, among othel'S, the 

Appllof\nt and oeltain noteboldol'8 (the "Initial Consenting Not>!holdel'S"), appended as Exhibit 

"B" to the MOO'thl AffidavIt, to enable ally additional noteholders to exeoute a Joinder Agl'eement 

in the form attaohedas Sohedule "C" to the ,SUppol't Agl'eemon\ -and to beoonle bOllnQ thlll'eb), aB 

Consenting Noteholdel's (as defined in tho Support Agl'eenwllt): 

(a-). the MOllitol' shall wltl10ut delay post a oOPY of the Support Agreement on its website 

at http://ofoenada,ftioonsultingioom!sfo (the. "Mollitor's Website"): alld 

(b) the notioe to be published by the MOllitol''PU1'suant to pal'agl'aph 510fthls Ol'del'sball 

inolude a statemont in form Md SUbstanCe aooeptabIe'to the ApplioMt, the Monltol' 

find oounsel to tho Ad Hoo Noteholders, eaoh '€\oting l'easol1&hiy, 110tifying noteholdel's 

of the SUPPol1 Agl'ee1l1ent and oflho deadline of 5:00 p,m, (Tel'onto time) all May 15, 

20'12 (the "Consent Date") by whioh ally no\oholdol' (other thM anlnitlal Consenting 

Noteholdel') who wishes to beoomeentltlod \0 tho Earl)' Consent Considel'atiOl1 

PW'SUffilt to tho .support Agreement (If 8\1Oh Early Consent Consideration becomes 

payable purS\)~nt to the torms thereof) mustexeoute aLld return tile Joinder Agreement 

to the A.ppliOflllt, 'and sh"li direct noteholdol'S to the Monitol"s Website wliel'e a ~opy 

of the Sllppol't Agreement {inoluding the Joinder AgJ.'eement) oan bo obtmned, 

89



, I '." 

7 

15, THIS COURT ORDERS th~t any noteholde!' (othol' th~n an Initial Consenting 

Noteholdel') who wishes to become a Consenting Noteho'lder and beoome entitled to the Early 

Consent Consideration (if s1.)oh Earll' Consent ·Cons:lderation beoomes payable pU1'suant to the 

tel'ms thereof, and subject to suoh noteholdel' demonstrating Its hoidings .to the Manito!' 'In 

aOOOl'd!ll10e with the 'S\lpport Agreement) must execute a ,lohtdel' Agreement and retur11 .it to the 

Applioant and the Noteholdel' Advisors (M de'l1ned below) in accordanoe with the instruotions .set 

out in the Support Agreement SU011 that it is 1'eoelvodby the Applioantand the Noteholder 

Advisors pdor to the Consent Deadllne and, UpOll so doing, suoh l1otehoJael' shall bccome .a 

ConscntingNoteholdel' and shcll be bound by the tol'm8 of the Support Agreement, 

16, TI-IIS COURT ORDERS that as soon as praotioable mwr tho Consent Deadline., the 

Applioant shall provide to the Monitol' oopies of all exeouted Joinder Agreements l'eceived f)'om 

~otellOidel'S prior jQ the Consent Deadli!1e, 

NO PROCEEDINGS AGAINST THE APPLJCANT OR THE PROPERTY 

17, THIS COURT ORDERS that until and inoiucting Apr1l29, 2012, GI' suoh 1atel'·date as this 

Court In'll' .~l'del' (the "Stay Pel;iod"). 110 prooeeding OJ' 'enfol'coment 'Pl'ooess In any court '01' 

tl.'lbunal ,( eaoh, a "Pl'oceeding") ·sh!ill be oommenoed 01' ·oontinued against 01' In l'Dlpeot of the 

Applloant 01'. ·the Monlto!', 01' affeoting the Business 01' the Pl'Opolty, exoept with tho wl'itten 

0011sell1 of tile Appl1C!Illt and the Monitol', or with leave of tbls ·Court., and any ~l1d !ill 

Proceedings .cU1'I'ently under way against or In 1'espeot of the Applicant 01' affeotlng the Business 

01' the Pl'opel'ty Me hel'eby stayed and suspended pending fU1~hel' Order of this Comt, 

18, Tl-IIS COURT ORDERS that 'until and Inol,lding the -Stay Po1'l0d, no Pl'ooeedillg shall be 

oommenoed or continued by allY 110teholder, Indentnl'e l1'Ustee 01' seourlty 11'Ustoo (each llll'espcot 

ofthe'notes issu<:>d by the Applioant, colleotlwly, the "Notelloldel's") against 01' lnl'espeot of any 

of the AppJlC!lllt'S suhsldim'l'es listed 011 Sohedllie"A" (eaoh a "Subsiciial'Y GUal'Mtol''', and 

oolleotlvely, the "Subsidiary Gual'antol's"), Oll;Cept with the wl'itten ·oonsent of the Applicant and 

the Monit01:, 01' with leave of this COUli, and !Illy and all P1'oc~edings O'll'1'611tly under w~y by a 

Noleholdel' against 01' 11lrespeot of !Illy SubsIdiary Gual'mltOl'S are he1'eby stayed .alld suspended 

pending further 01'del' of this COII1'l, 
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NO EXERCISE 'OF RIGH'l'SOR REMEmES 

19, THIS COURT ORDERS "that during the Stay Period, all l'ights and remedies of any 

individual, fh'nl, COl'poI'ation, govel'l1ll'lontal bocty 0)' ag6110y, 01' al,y other entities (tlll' of tho 

foregoing, oo]qeotlvoly being "Pel'sons" and eaoh being a "Person") against 01' in l'espect of the 

Applicant 0)' the MonItOl', 01' affeotlng the Blls!ness 01' the Property, ,are horeby stayed and 

suspended and shall not bo oommenoed, pI'ooeeded with '01' oontinued, exoept with the written 

oonsent of the Applioant 'and tlw Monitol', 01' leave of this Court, provided that nothing In this 

Ordel'shall (i) empower the Applloant 'to oarry all any business whloh the A:ppllo~!1t Is not 

iawfully entitled to oat'r), on, (Ii) affeot BUOIt Investigations, ~ctionB, sults or pl'ooeedings by a 

regulatory body as al'O pel'111ittocl by Seallon 11:1 of the CCAA" (Iii) prevent the filing of any 

l'ogistration to proserve ai' pOI'foot a seourlty intol'ost, (Iv) provent the roglstl'atlon of a 'olahn for 

!Jen, Ot' (1') prevent the oxo1'Oiso of any tel'lllination l'lghtB of the ,Consonting NOloholt1ers undor 

the Support Ag1eenwnt, 

20, THIS COURT ORDERS that d\ll'in8 tho 'Stay Pedod, all rights and I'emedks of the 

N0:\oholc\ers 'against Ol'lllrospeot of the Subsidlm'), O\1aranlol'8 a1'e hereby stayed and suspended 

~nd shall not be comllloncod, pl'ooeeded with 01' oontinued, exoept wIth tho wl'itten oonsent of the 

Applioant ,md the MOllitor, at' leave of this COlll't, ,provlded that nothing in this Ol'del' sha11 (1) 

empower any SubsMisl'Y Guarantor too~l1'lY all ~U1y bl\sIness whioh S110h S,lbsldim'Y Qual'antor Is 

)10t lawfullY entitled to Oll11'Y on, (if) affect suoh investigations, aotlons, suits aI' jJl'ooBodlngs by a 

regulatory body as are pel'mitted by Seotlon 11,1 of the CCAA, (fl.!) prevent the frling of any 

l'egistratiOll to proseI've or pei'fect a seourity lntel'est, -ai' (Iv) prevent tho registralton of aolall11 for 

lien, 

NO INTERFERENCE WITH RIGI-ITS 

21. THIS COURTORDERB that durlng the Stay Pedod, no PerSall shall disoontinue, fail to 

honour, alter, Interfere with, repud!~jo, terminate 01' ooQSO to 'pel'fOI'm 'any l'ight, re110wal l'lght, 

oontract, agl'eement, Boenoe 'Or permit in f~vour of OJ' held by tile Applloant, -exoept with the 

wl'ltten',oonsent of the Applfoallt and tile Monitol', 01' leave ofthis 'Co1.)I'\, 
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CONTINUATION OF SERVICES 

22, THIS COURT ORDERS that d\\l'lllg the Stay Period, 'aU PerSOllS having oral or written 

agreements with the AppUoantor staMo('y or regulatory mMdates fO!' .the supply of .goods and/or 

servloes, 1110lllding willl01.)t limitation all oomplltel' softwal'e; oommunloatlon and other data 

sel'vioes, oentrallzod banking sel'vlces, paYl'oll sOl'vloes, Insuranoe, tl'ansportatlollsel'yloes, utility 

ol"othol' servioes to the Business 01' the AppllcMt, are hereby l'estl,ained until tl.lrther Order oflhls 

Coul'! from dlsoont\mJing, altel'ing, iutel'faring with 01' terminating the stlpply of suoh goods 01' 

sel'Yloes as may be required by the, Applioallt 01' exel'olsing any othel' l'emedy provJded unde!' 

~uoh agl'eement 01' arlaIlge111~llts, and that the Applioant shall be Ilntitled.to the oonthlUed use of 

Its cUI'ront pl'(lmises, teJepbone numbel:s, facsimlJe I1\lInb~l's, Internet addl'esses and domain 

naInes, pl'ovicted in eaoh oase that the )1orm!¥1 pdces 01' ,charges fOI' till such goods or servioes 

reooived after the date of this Ol'del' aI'e 'p[lid by the Appiloftllt in aocol'danoe with 'not'mal 

pay:tllent )lraotJo~B of the ApplioaIl! ,orsuoh 0th~r praotioes ,as may bo I;\gl'~ed upon by .the ~uppiler 

01' sel'vlce provIde!' aI~d eaoh of the Applioant "nd lI~e Monito!', or as may "be ol'del'ed by this 

'Court, 

NON-DER,0GATlON OFRIOHTS 

23, THIS COURT ORDERS that, .notwithstanding aIlythlng else in this Ordel', no Person 

shall be prohibi~ed fl'om leglul'illg illll11edMo payment fOI' goods, sel'vices, usc of lease 01' 

llce\1sed property 01' other vahmble consideration provided on 01' aftel' the date of this 01'der, nOl' 

:shall any Pel'SOll be ulldel' MY obHgatlon on OJ' after the date of this Order to advanoeol' N

advance aIly moniea 01' otherwise extend all)' o!'edlt to the Applioollt. Nothing in ,this Orde!' ~hall 

del'Ogate ft'om the I'Ights ooufel'1ed and obllgulions imposed by the CCAA, 

PROCEEDlNGS AGAINST DlRECTORS AND OFFICERS 

'24, THIS COURT ORDERS that du1'lng the Stay Period, and oxoept as permitted by 

subseotion 11.,03(2) of the CCAA, no Prooeeding 111ay ,be oonllnenced 01' oontinued against nlly 

of the fOrlne!" CUI'I'ent 01' future directors 0)' offioel's of the AppJioant with resl~eet to any claim 

against the directors 01' offioers that arose before the date hereof aI~d that relates to any 

obUgat!ons of the Applioant whol'eby the dil'ectol's ol'offioel's al'e alleged \1I1derany l~w to be 

!labJe in their oapaoity a~ dh'ectors 01' offioers fOl' tho paymont 01' perfo1'manoe of such 
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obligations, 1111tl1 a oompromlse 01' 'a!'l'angoment in respeot of the Applioant, if OM Is filed, is 

smlOtioned by this 'Court 01' Is .refused by the affeoted oredltol's of tho Applioant ol,·thls Court, 

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE 

25. TI-JIS COURT ORDERS that the Applioant 'shall (i) indemnify its direotors and officel1s 

against obligatiolJs and liabl1itles that they may ilJcur as dh'eotors 01' ofJ'ioel!S of 111e Applicant 

tlfter tho oommoncement 'of the within proceedings, and (II) make payments of amounts fol' 

which its directors and OffioollS may be litlble as obligations they may Incur as ah'eotCI!S 01' 

officers oftho Applioant ailel' the oommenoement oftlle within proceedings, exoept to the extent 

that, with respect to allY officer 0)' dh'ootol', the obligatlo!1 ai' liability was incurred as a result of 

the ,director's or offiool"s gross 1l6gllgence 01' wilful mlscQnd1!Oj, 

26, THIS COURT ORDERS that the dlreotol's and offioel's of the Appllcant shall be entitled 

to the benefit of and are hel'oby g1'anted a ohal'ge (the '''Direotors' Char.ge") on the PI10.P011y( othel' 

than the ApplioMt's assets whloh al'e Sl\bjeot to the Personal Pl'operty Seool1'ity Aot l'egist!'ations 

on Sohedule uEu hereto (the uExclllded PI'ope!'!yU)), whloh charge shall !lot exoeed an aggregate 

amount of $3,200,000, as seot11'ity forthe il1@enll1ity pl'ovlcted ill pat:agl'aph 2.1 @fthis Orile1', 'The 

Dil'eotol's' Charge shall have tho priodty sot out il1 pat'agl'aphs 3.8 and 10 hOI'eit!, 

27, TI'llS COURT ORDERS that, notwlthstandin,g any !ell1g\lage ill any 'applicable insl11'ance 

polioy to the oQntral'y, (a) no insurer shall be entitled to be Subl'o.gated to 01' claim th~ benefit of 

the Dil'Ootors' Chat'ge,and (b) tho Applioant's 'dil'eotol's and Offi061'S shall ooly be entitled to the 

bel'1efit ofthe Directors' Chal:ge to the extent that they do not'havo oovel'ago under any dlroctal's' 

and officers' insuranoe polloy, or to the ex·tent that .such oovol'age Is lnsufflolent to pay amounts 

indemnIfied h, aoool'<ianoe with p~I'agl'flph 25 oHhis OJ'dOI'' 

APPOINTMENT OF MONITOR 

28, THIS COURT ORDERS that FTI is hereby appointed p,usuant to U)~ CCAA as the 

MonitoJ', an offiocr of this .Court, to monl'to!' the business Md financial 'affairs of tlw Applloant 

with the powers and obligatIons set out in the CCAA 01' set forth herein and that tho Applioant 

find its sha1'eholc1ol's, o'fJ'ioors, dbwtol's, 'and Assistaotssh~ll fidvlse the Monitor of all materiai 

steps ·taken by the Applicant PU1's,lant to this Orclel', Md $hall oo"opel'~te fully with the Manito!' 
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in the eX6t'Oise of Its powers and disohal:ge of its obligations .and provide the Monitor with the 

flBsistanoe that is necessal'Y \0 enable the Monitor·to adequ~tely oarry o~lt the Monitor's functions, 

29, THIS COURT ORDERS that tile Monitor, in addition to its lH'eso1'ibed rights and 

obllgatlolls under illo CCAA, is hereb), directed and empowel~d to: 

(a) monitor the Applloant's r60eipts and disbursements, 

(b) report to this Court at such times and lntel'v~Js as the Manito)' may des1l1 app1'Op1'iate 

with respeat to matters relating to the Pl'Opslty, the BUlliness, 'and suoh othor matters 

as may be relevant to the proceedings herein: 

(0) ·~dvise the AppHclIllt .ill hs pl'epamtiol1 of the Applioant's oa~h flow statements, as 

tequh'ed fmm time to lime: 

(d) advise the Applioant ill jts development of·the Plan and .any ~:nelldlllellts to the Plan; 

{e) assist the Appliolmt, to the elltentl'equlred by the AppHoant, with tho holding and 

admlnlstel'ing of o1'editol's' ol'shal'eholders' meotings for 1'0tin8 on the Plan, ruJ 

appHoable: 

(1) have fuJI and ootnplete aooess to the Pl'opel'ty, !tlcl\Jdlng the p)'emisos, books, l'eoords, 

data, iaoludlng data in elcotl'onla fOl'm, and othel' finanoial dooul11ents of the 

Applloant to the extent tllat is neoessal'y to adequately assess the Applioant's business 

lind finanoial affairs Ot' to pel'fo1'm Its dutios Ill'iaing under this Orden 

(g) be'at Ubel'ly to 'engage independent iegal counsel Of' suoh other persons as the Monitol' 

deems neoessal'y 01' advisabie l'espeotil1g the exorcise' of its powers and pel'fol'n1anoe 

of its obIlgatlons \lnder thisOI'del', 

(h) oarry out andful'll11 its obligations undel' the S.\lpport Agl'eement in ElCoordanoe with 

its terms; and 

(I) pet'form suoh other duties as are required by this 01'del' 0.1' by this Court from time '10 

timo, 
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30, THIS COURT ORDERS that without limiting peuJagraph 29 above, in oal'rying out Its 

rights fl11d obligations in ·oonneofion with this Ot'der, the Monitol' shall be entitled io take 81l0h 

reaso,nable stells and ~lse suoh 'servioes as it dooms neoessary in disoharging its powel'S and 

obligations, Inoluding, without limitatio11, utilizing tho sel'vloos of FTI Oonsulting (Hong Kong) 

Limited ("FYI HI<:"), 

31. THIS OOURT ORDERS that tho Monitor shall not take possessl.on of the Property (01' 

fl11y Imperl)' or assets of the AppHo.ant's subsidhU'los) fl11d ,shall take 110. pm't whatsoever In the 

mt1nagCln6nt 01' supel'Yision of Ule management of 'UN Business (aI' any business Df Ule 

AppHoan~s stlbsidim'ies) and shall not, by 'l1.1ltllHng its obligations hel'eundel" be deemed to have 

taken 01' maintained possession 0.1' oont1'ol of the BtlSiness a)' Propel'!Y, 0.1' any pal'I thel'eof (01' 'o"f 

any b\lS1ness, pl'epel'ty 01' assets, 0.1" any part thereof, ·o.f any Bubsidiary cf the Appllo!\nl), 

32" THIS OOURT O·RDERS that nothing herein oontalned shall req~ih'e the Mo.nitorto 

ccoupy 0.1' to. tal~o cont1'Ql, car(;)', obarge, pcssessicn 0.1' management (sepm'ately andlor 

oolleotiveiy, "Possession") cf mly of the Propc1'ty (at' any pl'opert)' of any ,subsidlal'Y Qf the 

Appficfl11t) that m-\ght be envilo.11mentally oo.ntaminated, might be a pollutant 01' a ocntaminant, 

or might oause 01' oontl'ibllte to a spill, disoharge, release or .deposlt cfa 'substanoe oonll's,ry to 

fl11i\' fedel'(li, provinoial 01' o.ther law respeoting the pl'oteolloll, OOllSOI'vatlon, enhanoement, 

I'o~wdlatloll 01' )'ehabllltatJol1 of tho env!l'olUl1ent 01' l'oiating to tile disposal of waste '01' o.thor 

oontml1inatloll inolllding, without limitation, the Canadian Environmental Proteolion Acl, the 

Ontal'io Envlrollmontal Proteotlon Aot, the Ontario Water Re$ource~ Act, o~ the Ontal'io 

Ocoupatlonal' Health and Sqfely Aot and rogulations thereunder (the "Envil'onmonttrl. 

'Legislation"), provided howevel' that nothing herein :shall exempt the Mo.nitol' fro111 all)' duty 10 

Teport 01' make dlsolos\11'e imposed by applioable Enviromnontal Leglslatio.n, Tho Monitor shall 

not, iw a [',jsult of this Order 0\' allY thing done 1n jl\lt'suanoe of the Moriltor's dutles and powel's 

undor thls '01'del:, be deemed to. be in Possession of ai,y of the Pl'opoliy (01' of any PI'OP01'.ty of any 

subsidiary of the Applioant) within tile meaning of any Envil'on1l1entul LegislatiQn, unless it is 

actually in possossio.n, 

33, THIS COURT ORDERS that th~ Monltol' shall provide any o)'edltor of the Applioant 

wIth Information pI'ovided by ·the Applloant in )'OSPOllS0 to reasonable roquests for Information 

made in writing by suoh orociito!' addressed to the Manito!', The Monitor shall no\ h~ve any 
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responsibility 01' liability with respect to the infom,1.ution disseminated by it pUl'suant to this 

.Pfll'ugl'aph, JIl the case of il1fol'ID~tlOll that the Monltor has been advis~d by the Appllo~11t Is 

confidential, the Monitol'shall 110.1 provide s\1oh Information to cI'ediMs unless ·othe1'wise 

dhwted by thlsCo\ll't G1' o11suoh terms as tho Monitor Md the Applloant may agree, 

34, THIS COURT ORDERS ttat, In addition to the !'Ights and protections. I'IffOl'ded the 

Monitor undel' the CeM or as an officer of this CO\lI't, the Monitor shall lnoul' 110 llabilHy 01' 

·obligatlo~ as 1\ result of Its appointment 01' the cal'l'ylng O\1t of the pl'ovisions of this Ol'del', save 

al1d exoep.t fOl' any.gl'GSS negUgenoo 01' wUftJlmisoonduot on Its part, Nothing In this Order ·S11alJ 

del'ogate f)'om th~ pI'oteotions affol'ded the Monlto!' by the CCAA 01' allY applioabl~ leglslation, 

35, TIllS COURT ORDERS that the Manitol', oounsel to the Monitol', 00\1n801 to tho 

Applicant, ,counsel to thedlreotors, Ho\\Jlhan Lakey Capital 1110, (the "Financial Advisor"), FTI 

HK, 00\\11se1 to the Ad Hoo Not~ho!del's and the finanolal adylsor to tho Ad Hoo Noteholdors 

(together wIth cO\lnsel to the Ad lloo Noteholdol'8, the "Noteholdel' Advisors") shall be paid their 

l'easomible fees and dlsbUJ'semollts, in ·eRoh case at their standard l'ates and ohm'gos, ·by the 

ApplioMt, whether !no\l!'l'ed p1101' to 01' subsequent to the date "r this Order, as pali of the oosts 

of these prooeedings, The Applioant is hel'oby autllodzed and dh'ooted to pay the acoounts ·of the 

Monitol', oounsel for the Monitor, ooullsel fOl' ·tho A~pnoant, ooullsel to tile dll'eotol'S, the 

Flmmoial Advisor, FTI BK,and the Noteholder Advisors 011 ·a weekly basis 01' othelwise in 

aecorclmlOe with the terms of theit' engagement letters, 

36, TIUS COURT ORDERS that 'th~ Monitor Md Jts lege,! 00\1n8el shaH pass th~h acoounts 

fl'om time to time., and fOl' tbis purpose the .aoooun\s ·of the Monltol' .and its logal counsel al'e 

hel'eby roferred to II judge of the Commoroial List of the Ontfll'lo Supotiol' COli!'! of Justice, 

37, THIS COURT ORDERS that th~ Monltor, oounsel .to the Monitor, th~ Applio~ni's 

counsel, oou11sel to the db'<lotol's, the FInMdfil AdvlsOI" FTI HK, Md tho Notoholdo)' AdvlsOl's 

shall be entitled to the benefit of and 11-1'0 horeby g1'<l11tod a ohfll:ge (the "Admllllstl'atio11 Ciwge") 

on tho Property (othel' thflll·the Exoluded Pl'operty), whloh oharge shall not exoeed an aggregate 

amotlUt'of ,U5,OOO,OOO UBSeO\11·lty fo)' theh' professional fees and dlsb\)I'Somo11ts InOU)'I'ed at their 

l'espeotlve stal1dar(\ l'at~s and oharges In I'espoot of St)oh sOl'vlcos, both before and afM vho 

making oftlils Ol'dol' il1I'eapeot {rfthese pl'oo.eedings, The Administration Clw:ge shall have the 

pl'lOl'U"rset out in pa1'ng1'~ph8 38 Md 40 hel'eof, 
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VALIDITY AND PRIORITY OF CHARGESCRlllA TED BY Tl-TIS ORDER 

38, THIS COURT ORDERS that the priorities of the Direolol'S' Chlll'ge and the 

Administration Chm'ge, as ,between them, shall be as follows: 

First - Administration Chlll'ge (to the maximum amount of'$15,OQO ,000): and 

Seoond - D.lrectors' Charge (to the maximum amount of'$3,200,OOO), 

39, THIS COURT ORDERS that the filing, registration 01' perfection of the Dlreotors' 

Charge ol'the Administration Chat:ge (oolleotlvely, the "ChEl1',ges") shall not be reqllired, and that 

llw Chm'ges shall be yalid and enforceable for all P1.11'POSeS, inoluding as against an)' l'ight, title 01' 

interest filed, registe1'ect, reooded 01' perfeoted sllbsequent to the 'Charges oomlng into existeMe, 

l1Otwlthst!U1ding'any s\lch failure to file, l'egistel', recol'd 01' perfeot, 

40, THIS 'COURT ORDERS that efioh of the Clwges 'shall oOllstiMe a oh~rgo 011 t110 

Properly (other than the Exoincied Property) and shall rank in prJorlt)' to all other seourity 

intereses, tl't1sts, fions, oharges and onotnnbl'!U1oes, olaims of seoured creditors, statutory 0)' 

otherwise (ool1ectively, "Encum'branoes") In favour of an,y PerBoll, 

41. THIS COURT ORDERS that exoept as othelwise exp1'ossly pl'ovlded fOJ' herein, 01' as 

may be approved by this Comt, the Applioant shml not grant any Enoumbrances 01'01' any 

PI'OPOI'ty that rbl1lk in p-l'iol'lty to, 01' pari passu with, any of the Charges, unless the Applicant also 

obtains the pdor wdttol1 oonsent of tho Monitol', the benofioiariesof the Direotors' Charg,e and 

tho bonefiolal'ies of the Adn~lnistration Charge"or ful'ihel' Order otthis Court, 

42, THIS COURT ORDERS, thut tho Chat'goa shu)) not bo ,rendered invalid or Ul)6nfOl'oeuble 

alld the l'ighta Md ,remedies of the ohargees ,e1)tltled to the benefit of the Charges (ool1ootil'oly, 

the "ChUl:gees"), shall not othelwise 'be Hmlted or Impaired in any way by (a) tho pendency of 

these prooeedlngs and tho doolm'!\\lons of insoivenoy mude herein: (b) any applioation(s) for 

bmucl'uptoy ordel'(s) isslled ptl1'suanl to tho BIA, ai' any bankJouptoy ordol' made pursuant to such 

applioations: (0) the filing ohny assigmllents for the general benefit of oreditors made pursumlt 

to the BIAI (d) the provisio11s of any fedoral 01' ,p1'ovinoial sMutcs; 01' (e) mly negative covenants, 

pl'obibltlona 01' othor similm' 1'1'ovisio11s with respect to borrowings, inourring dobt 01' the oreation 

'of Enoumbranoes, oontai.ned In any existing loan dooumen1:il, leaso, sublease, offer to lease 01' 
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other agl'eement (colleotlvely, all <lAgl'eement") which binds the !\"ppllOI\.11t,and notwiUlstmlding 

any provisJon to the contraIl' in any Agl'eement: 

(a) neither the oroatlon oflhe Chat'gos nOl' the oxeoution, ddiv61:Y, pOl'feotion,l'egistl'atlol1 

01' performanoe of any doouments in I'ospect thereof shall create or be deemed to 

oonstitute'a breaoh by the Applioant ofml)' Agl'een1ent to which it is ~ pal'll'; 

(b) non6 of the Chm:gees shtrll have an), ll~billty to all)' Persoll whEltsoever as a result of 

allY breaoh of any Agreement oaused by 01' l'esulth~g from the ol'cation of the Chm'ges; 

and 

(0) the payments mooe by the Applioant pUl'smint to this 01'dor and the granting of the 

'Chm'ges, do not and will not oonstitute pl'efel'ences, fi'audulent oonveymlOcs, transi'el's 

at undervalue, 'opp!'essive oonduot, or othe!' ohallengeable or voidable tl'lInsactions 

,unde!' any applioable law, 

43, TIItS COURT ORDERS that all)' Charge oreated by this Ol'del' ovr;t' leases of re~l 

property III Callad~ shall·only be a Chal'ge In the Appl,ioant's 'interest in such real property IOMes, 

APPROVAL OF FINANCIAL ADVISOR AGREEMENT 

44, nns COURT ORDERS that the letl\\l' !lgl'ooment dated as of Deoember 22, 2.012 with 

I'espect to the Fillanoial Advisor ill the form attaohed as Exhibit "CC" to the Maltin Affidavit (the 

"Finanoial AdvisOl' Agreement") and the retolltioll oflhe Fiml11oi'll Advisol' \\lldol' the terms 

thOl'\)O£, -inoluding tho payments to be made to the Flnamiial AdvisOl' thel'ou11dor, aro horcby 

approved, 

45, THIS COURT ORDERS that the AjYplicmlj is authol'lzed auddlrected to 11lalw the 

payments cDntel11plE\t~d ill the Finanoial Advisor Agl'cement in ''locol'dancc with the tel'11)S and 
oondltions thercof, 
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POSTPONEMENT OF ANNUAL GENERAL MEETING 

46, THIS COURT ORDERS that tho Applioant be and is hel'Dby relieved of any obligation to 

call and hold an ml1lUtli meeting oWe shareholders'until further Order of this COl1rt, 

FOREIGN PROCEEDINGS 

47, THIS COURT ORDERS that the Monitor is hel'eby authorized and empowered to ao! as 

the .foreign representative ill respeot of the within prooeedlt,gs for tho purpose of baving these 

,pl'ooeedings l'ecogrii~cd III aJurlsdiotion ol1tsldo of Canada, 

48, THIS COURT ORbERS that the Monito)' Is hel'ebynuthor!zod, as tho fOl'eigll 

l'epl'esentative of the Ap,plicant and of the within pl'oceedlngs, to apply fot' foreign recognition of 

these pl'Oooedlngs, as nocossary. ,in 'an)' Jtldsdictloll ot\!sJde of Canada, inoluding 'as "JlOl'eign 

Main Proceedings" ltl the United SMes pm'sunnt to Chaptor 15 of tho U.S, Bankruptoy Code, 

49, THIS COURT HEREBY REQUESTS the aid and l'coognitlon of an),oOl1l\, tl'i'htl11al, 

J'egj,)1~t01'Y G)' administrative body hfVving JUl'!sdlctlon in Canada, tho United Statos, Bm,'bados, tho 

Bdtish Virgil) Xslands, Cayman Islands, Hong Kon8, the People's Republlo ·cf China 01' in any 

other fOl'olgn jurisdiotion, to give "ffoot to thls OrdOl' and to aasiat the Applioant. the Monito!' and 

theih'respective agf>nts III e~ll'l'ying out the terms of this Ol'der, All 00111'1s. tribunals, reguiatory 

and aonlinisl1'ative bodies al'O hereby t'(,spectfully l'eqtlested to make suoh ol'elers and to provide 

suoh assi8tm~oe to tho Applioant and to the Monitor, as an offioel' of this Cmlrt, as InaI' be 

neoessary 01' desirable to give e,troet to this Order, to grant representative status to the Monitor in 

any f{)1'eigI1 p1'oooecling, aI' to assist the App110tlllt (3.11d tho Monitol' ,and thelt' l'oSpooti'lO agents in 

cal'!'ylns Ot)t tile Mms ofthis Order, 

50, THIS COURT ORDERS that each of the Appl,icant and the Monlto1' be at llbol'ly and Is 

hal'eby al1.fho1'lzed and empowered to apply to all)' OOUlt, tt1b\1llal, 1'og11'Ialo1'Y 01' admlnistmtive 

body, whel'eV{)I' 10Q;Jted, for the 'reoognition of this Ol'dol' and fot' assistallOo ,in otll'I'ying out the 

terllls ofthls Order and any other Order lss\\ed in these pl'ooeedings, 
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SERVICE AND NOTICE 

'51, THIS COURT ORDERS that the Monitol' ·shall (I) without delay, publ!sh in the Globe 

and Mail and the Wall .street JO\1rllal a notioe containing the h,fol'lnation presoJ:ibed undel' the 

CCAA, (iJ) wIthin 'soven days 'after the date of!his Ol'dol" (A) make this Order 'publlcly available 

1n the manner presoribed uncleI' the CCAA, (B) selld, ill the jlresoribed mannel" a Ilotice to every 

lmown ol'oditol"wll0 has a olaim against the Applloant of more thall $1,000, and (C) prepare a Hst 

showing the names and addl'esses of those creditors and the estimated amO\l11ts of those claims, 

alod make it puhHcly available in the pl'esol'ibed manllel', all itl aoool'danoe with Seotion 23(1)(a) 

of the CCAA and the I'egulatiolls mflciell161'0\lndor, 

52, THIS COURT ORDERS that eaoh of tho Applicant 'and tho Monltol' be at libel'll' to serve 

this Ordel', any otller materials and ol'ders In these prooeedings, allY notioes 01' other 

OOl'I'osjlondenoe, by forwal'ding true oopies tllel'eof by pl'epaid ol'dillary mail, 00111'101', 'personal 

doliYel')" faosimile ti'allSll1lsslo11 01' email to tlle Applloant's orodlto.l'B or othor intel'osted pal'ties at 

their respectiv.e addresses ~s last ,shown on tho records of the AppUOallt anel that anysuQ\l sel'vice 

,or notloe by 00111101', porsonal delive!'Yor eleotronio transmission shall be deemed to be l'eoeived 

011 the next business day .following the date of forwal'dlng tllereof, 01' If sent by 'ordil1~ry mail, \l11 

,the thIrd business day after In&illng, 

'53, THIS COURT ORDERS that tlle App'1l0tlllt, the Monitor, l\11d allY pEUiy who has filed a 

Notioe of Appeal'anoe mayseI've any 'OOUI'I matel'\als In these prooeedings by e"maiHng a PDf! 01' 

athOl' eleol1'onlo copy of ,s\\Oh l11atel'ials to ooullsels' email addresses as reoOl'ded 011 tlw Service 

LM from time to time., and the Manito!' may post.a oopy of any 01' all slloh matel'i~ls 011 the 

Monitoi's WebsIte, 

GENERAL 

54, THIS COURT ORDERS that the Applloallt 01' the Monhol' may fl'ol11 til11e to time apply 

to this Comt fOI' advioo and dlreotlons III tho'diso11al'ge 6fits POWOI'S and duties heroundel', 

55, TI-IIS COURT ORDERS that nothing III this Ol'der sha11 provont the Monitol' frGlU acting 

as all intedm reoeivel', t\ l'oceivor, a receiver and managel" 01' a tt'ustee in bankmptoy of the 

Appilotl1>t, the BUSiness or tho Pl'opel~y, 
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%, nus COURT ORDERS that any i1ttel'ested p~I'ly (lllcludillg the Applicant and the 

Monl1or) mal' appl¥ to this COU1'! to val';? or amend this Order on not less .than seven (7) days 

notioe to !Illy other pm~1' 01' pal'll6B likely to be Ilffected by the order sO~lght 01' upon such athol' 

'11otloe, If a11Y, as this Court may order, 

57, THIS COURT ORDERS that this Ol'del' and all of its provisio11s are offective as of 

12:01 a,m, BlIBte1'11 Standal'dlDayJight Time on the date ofth1s Order, 

ENTERED AT IINSCRIT A TORONTO 
ON I BOOK NO: 
LE: I DANS LE REClISTRE NO.: 

APR 2 -}012 

7 
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Sohedule "A" 

1, ·Slno·Panel Holdings Limited (BVI) 
2, SIno·Olobal Holdh1gs Ino, (BVI) 
3, Sino-Wood ?mtnel's, Limited (HK) 
4. Gl.·andeul' Wlnway Limited (BVI) 
5. Slnowin Investmollt~ Limited (BVI) 
6. Shlowood LImited (Cayman Islands) 
7. ·SIno.Forest Blo·SciehCo Limited (BVI) 
8. 81110-1'ol'ost Resouroes lno, (BVI) 
9. Sino-Plantation Limited (HK) 
10, Smt·Wood Ino, (BVI) 
11. Slno·Forest Investments Limited (BVI) 
12. SiM·Wood (G~1al1gxl) Limited (HK) 
13. Sino-Wood (Jiangxi) Limited (HK) 
14. SIno-Wood (Gual1gdollg)L!mited (HIC) 
15. Sino· Wood (F\)jial1) Limited (HK) 
16.Sino-Panol (Asia) Ino, (BVI) 
17.. Sino·Panol (Guangxi) Limited (BVI) 
18, SilJo·Pmw) (Y~Jnnan) Limited '(BVI) 
19. ,S,ino·Panel (North East China) Limited (BVI) 
20. Sino·Panel [Xiangxi] JJtmltod (BV!) 
21. :Slno-Pm1el [Hunan] Limited (BVI) 
22. SFR (ChIna) Ino. (BVI) 
23. Sino-P~nel [Suzhou] Limited '(BVl) 
24. ,Sino·Pllnel (Olloyoo) Ltd. (BYI) 
25. Sino.Panel ~Ouangzhou) Limited (BVI) 
Z6. Sino.Panel (North Sea) Limited (BVI) 
27.. &lno-PIII1<:>1 (Gulzhou) Limited (BVl) 
28. Sino·Panel (Huaihua) Limitod (BVI) 
29. ,ilino'Panel (Qinzhou) Lhuitoo (BV!) 
30. Sino·Panel (Yollgzhou) Limited (BVI) 
31. Slno·Fanel {PuJian) Llml-tod '(BVI) 
32. S'lno-Panel (ShaoYlIllg) Limited (BVI) 
33. Atnplemax Worldwide Limited (BVI) 
':14. Ace Supl'eme Intel'llatloMI Limited (BVI) 
35. Express Point HoldIngs Limited '(BV!) 
36. Olory BUllon Inte1'1latioMI Limited (BV!) 
37. 8mlllt Sme Enteljll1ses Limited (BV!) 
38. Expelt Bonus Investment Limited (BVI) 
39. Dynamic Pl'ofit Holdhtgs Limited (BVI) 
40. Alfiell10e Max Limited (BVI) 
41, Bl·aln.Fol'oe Limited (BVI) 
42. Gonel'til Excel Limited (BVI) 
43. Pely Market Llmlt~d (BVI) 
44. Prime Kinetic Limited (BV!) 
45. Tl'Jlllon Edge Llmite4 (BVI) 
46. Sino-Panel (China) NU1'sol'y Limited (BVI) 
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47, SIJ1Q·Wood Tl'ooing Lhnited ,(BVI) 
48, Homlx Limited (BVI) 

20 

49 .. Sino·Panel TI'ooil1g Limited (BVI) 
50, Sino·Panel (Russia) Lhnited (BVI) 
51., Slllo·Glob~ Management Consulting Ino, (BVI) 
52, V clue quest Inte1'llf,)tlollal LimIted '(BVI) 
53. Well Keen Worldwide Lhnited (BV1) 
54. Ha!'v\>sl Wondel' Worldwide Limited (BVl) 
55. Cbeer Gold Worldwide Limited (BVI) 
56. Regal Win'Capital Limited (BVI) 
57. Rioh ChGiOe WOl'lclWlde Limited (BVI) 
58, Sino-Forest Intel'hational (Barbados) Corporation 
59. Mandra Forestl'), Holdings Limited (BVI) 
60, Mal1dl'a FOI'esb'y Finance Limited (BVI) 
61. Mandl'a FQI'ostry Allhui Limited (BVI) 
62, Mandra Forost!')' HUbei Limited (BVI) 
63. SillO,CapitaJ.GloballllO. (BVI) 
64. Ellte Legao),Llmlted (BVI) 
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PERSONAL PROPERTY SECURJTY REGISTRATION SYSTEM 
SEARCH RESULTS 

Date Search Conducted.1 3/29/2012 
File currency Datel 03/28/2012 
Family{ies): 6 
Page (a) I 8 

SltARCH BUl3iness Debtor SINO .. POREST CORPORA'l'ION 

The attached rapo:rt. has been created baseo on the data received by Cyberbarm, 
a Thomson Reuters business from the Province of Ontario, Ministry of Government 
Services, No liabiJ.ity is assume"d by Cyberbahn regarding its correctneas, 
timeliness I completenel'la or the interpZ'station and use of the rElport, tJae of 
the Cyberbahn servioe, including this report is subject 1;0 the terms and,oonditions 
of Cybexbahn's subscription agreement, 
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PERSONAL PROPIDRTY SECURITY REGlSTRATION SYS~EM 
SEARCH RESULTS 

Date Search Conducted: 3/29/2012 
File CUrrency Datel 03/28/2012 
Family (iea) I 6 
Page (9): 8 

SEARCH Buaineaa Debtor I SINO~FOREST CORPORATION 

FAMILY 1 OF 6 
SEARCH I BD SINO-FOREST CORPORATION 

IDNQUIRY PAGE I 

00 FILE NUMBER I 60932~40B EXPIRY DATE I 278EP 2015 STA'l'US : 

1 OF 8 

01 CAUTION FIMING : PAGE : 001 OF 1 MV SCHEDUIJI?, ATTACHED 
REG NOM: 20040927 1631 1?~3 0430 REG TY'P: P PPSA REG pmRIOPl 10 

02 IND DOa I INn NAMBI 
03 BUS NAME I SINO-FORES'l' CORPORATION 

oeN 1 
04 ADDRESS 

CITY 
90 BURNHAMTHORPE ROAD 
MI98 ISSAUGA 

WEs'r, SUITE 1208 

05 INP DOB 
06 BUS NAME: 

07 ADDRElBS 1 

ClTY 

XND NAME: 

OB SECURED PARTY/LIEN CLAIMANT , 
LAW DEBENTURE TRUST COMPANY 

09 lWDRElSS I ']6'] THIRD AVENUE, 31ST 
CITY ; NEW YORK 

CONS. 
GOODS liJV'l'RY. EQUIP ACCTS OTHER 

10 X X 

PRDV: ON POSTAT~ COnE: L5B3C3 

OC» 

PRay: PDS'!'AL CODE I 

OF NEW YORK 
FLOOR 

PROV; NY POSTAL CODE I 10017 
MV OA.TE OJ;!' 

INCL AMOW/T MATURITY 

Yl!lAR MAKE MODEL V, I .N, 
11 
12 
GENERAL COLLATERAL DESCRIPTION 

OR 

13 pLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF '.rUE DEBTOR PURSUANT TO 
14 A PLEDGE AGREEMENT AND SHARE CHARGE. 
15 
16 AGENT; AIRD & BBRLIS LLP #2 
11 ADDRESS I 181. BAY STREET 1 Burfa 1800 

CITY ; TORONTO PROV; ON POSTAL CODE! M5J2T9 

Pl:lge 1 

t;jo FIXED 
MAT DATE 
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FAMlLY 
SEARCH 

1 OF 6 
ED SI~O-FOREST CORPORATION 

ENQUIRY PAGE I 2 OF 8 

PAGE TOT 
FlILE NUMBER 

~EGISTRATION NUM 
200~0720 1614 1793 60a5 

609324408 
REG TYPE 

01 CAUTION I 001 OF 1 MV SCHEDI 
21 REFERENCE FILE NUMBER I 609324408 
22 AMEND PAGEl NO PAGE! CHANGE, A AMNDMNT RE» YEARS I CORR PE~l 

23 REF~RENCE DEBTOR/ IND NAME! 
24 TRANSFEROR; BUS NAME: SINO~FOREST CORPORATlON 

25 OTHER CHANGE I 
26 REASON: TO AMENP SECURED PARTY ADDRESS AND TO AMEND GENERAL COLLATERAL 

/DESCR: DESCRIpTION TO DELETE THE WORns "PURSUANT TO A PLEDGE AGREEMENT AND 
: SHARE CHARGlEIl 

27 
28 
02/05 
03/06 

XND/1'lW'JSFEREE, 
BUS NAMlll/'I'RFElE; 

DeN: 
04/07 ADDRESS, 

CITY; 
29 ASSI()NOR, 

PRav1 POSTAL CODE: 

08 SECURED PARTY/LIEN Cl~IMANT/ASS1GNEE : 
LAW DEBENTURE TRUST COMPANY OF NEW 

09 ADDRESS; 400 MADISON AVENUE, 4TH FLOOR 

10 
11 
12 

CITY I NEW YORK PROV 
CONS I MV 
GOODS INVTRY EQUIP AceTS OTHER INCL 

YORK 

NY POSTAL 

AMOUNT 

CODE I 10017 
DATE OF 
MATURITY OR 

13 PLEDGE OF: SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR 
14 
15 
16 NAME lAIRD & BERLID LLP 
17 ADDRESS I 181 BAY· STREET, SUITEl 1800 , BOXII 754 

CITY I TORONTO PRaY : ON POSTAL CODE 1 M5J2T9 

Page 2 

I\lO FIXED 
MAT DATE: 
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FAMILY 
SEARCH 

1 OF 6 
BD SINO-FOREST CORPORATION 

ENQUIRY PAGE : 3 O~ 6 

FlLE NUMBER 609324408 
REGISTRATXON NOM REO TYPE 

20090720 1616 1793 6087 
PAGE TOT 

01 CAUTION 001 OF 1 MV SCHED I 
21 REFBRENCE FILE NUMBER ; 609324408 
22 AMEND PAGE; NO PAGE! CHANGE; B RENEWAL REN YEARSt 1 CORR PERI 
23 REFERENCE DEBTOR/ IND NAME! 
24 TRANSFEROR; BUS NAME: srNO-FOREST CORPORATION 

25 OTHER CHANGE: 
26 REASON: 
27 InESCR: 
26 
02/05 INn/TRANSFEREE) 
03/06 BUS NAME/TRFEEI 

04/07 ADDRESS: 
CITY: 

29 ASSIGNOR I 
PROV: 

08 SECURED PARTY/LIEN CLAIMANT/ASSIGNEE : 

09 ADDRESS 
CITY 

CONS, 
OOODS INVTRY EQUIP AceTS OTHER 

10 
11 
12 
13 

"' 15 
16 NAME 1 AlRD & BERLlS LLP 

PROV 
MV 

:mcw 

OCN) 

POSTAL. CODE: 

POSTAL CODE I 
DAT:B OF NO FIXED 

AMOUNT MATURITY' OR MAT D1\TE 

17 ADDRESS 181 BAY STREET, SUITE 1800( BOX# 754 
CITY ) TORONTO PROV ) ON POS'l'AL CODE M5J2T9 

Page 3 
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FAMILY 2 OF 6 
SEARCH I BD SINO-FOREST CORPORATION 

00 F'ILE NUMBER 1 650314305 EXPIRY DATE 1 03DEC 
01 CAUTION FILING l PAGEl I 001 OF 1 

. REG NOM I 20061203 1055 17.93 9576 REG TYP: P 
02 IND DOB : IND NAME I 
03 BUS NAME I SINO-FOREST CORPORATION 

04 ADDRESS 
CITY 

1208-90 BURNHAMTHORPE RD W 
MISSlSSAUGA PROV: ON 

05 IND DOB I 
06 EUS NAME) 

07 1\DDRRSS I 
CITY 

IND NAME I 

08 SECURED PARTY/LIEN CLAIMANT : 
XEROX CAN1I.DA lirn 

09 ADDRESS 33 BLOOR ST, E, 3RD FLOOR 
CrTY : TORONTO 

CONS. 
PROVI ON 

MV 

ENQUIRY PAGE 4 OF 

2013 STATUS I 

MV SCHEDULE ATTACHED 1 

PPSA REG PERIOD I 5 

oeN 1 

POSTAL COnE: L5B3C3 

oeN 

POSTA~ CODE: 

POSTAL CODEr M4W3Hl 
DATE OF OR 

8 

GOODS INVTRY, ElQUlP ACC'l'S OTHER INCL AMOUNT MATURITY 
NO FIXEP 
MAT DATl!l 

X 10 

11 
12 

YEAR MAKE 
X X 

GENERAL COL~ATERAL DESCRIPTION 
13 
14 
15 
16 AGENT: XEROX CANADA LTD 

MODEL 

17 ADDRESS 33 BLOOR ST. E, 3RD FLOOR 
CITY I TORONTO PROV 1 ON 

Page 4 

V. I .N, 

POSTAL CODE I M4W3Hl 

108



'1.' '", 'I, 

FAM1LY I 

BEARCH 
3 OF G 

I ED I S!NOMFOREST CORPORATION 

00 FILE NUMBER I 655022304 EXPIRY DATE I 20VUL 

ENQU1'R,!( PAGE I 5 OF 

2015 STATUS 1 
01 CAUTION FIL1NG I PAGE : 001 OF 1 

REG NOM : 20090720 1615 1793 6086 REG T¥PI P 
MV aCHEDUT.JEl ATTACHED , 

PPSA REG PERIOD, 6 
02 IND DOB I INO NAME: 
03 BUS NAME: SINO-FOREST CORPORATION 

oeN : 
04 ADDRESS 90 BURWHAMTHORPE ROAD WES'!" SUITE 1208 

CITY I MISSISSAUGA PROV: ON POSTAL GOPE, LSB3C3 
05 IND DaB I IND NAME: 
06 BUS NAME, 

07 ADDRESS 
ClTY 

OB SECURED PARTy/r.JlEN CLAIMANT: 

P1WV: 

LAW DEBENTURE TRUST COMPANY OF NEW yORK 
09 ADDRnSS 400 MADISON AVENUE 1 4TH FLOOR 

CITY I l'iJEW YORK PROV: NY 

oeN 

POSTAL! CODm: 

B 

CONS. MV 
GOODS INVTRY. EQUT.P AceTB OTHER INCL 

POSTAL CODE I 10017 
DATE OF 
lI1ATURI'l'Y AMOUNT 

OR NO FIXED 
MAT PATE 

10 X X 

11 
12 

YEAR MAKE 

GENERAL COLLA'l'lllRAL DElSCRIP'l'lON 

MonEL V. I ,N. 

13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR 
14 
15 
16 AGENT: AIRD & BERLIS LLP - SUSAN PAK 
17 ADDRESS I 161 BAY STREET, SUITE lCOO 

CITY : TORONTO PROV: ON 

Page 5 

POSTAL CODE: MSJ2T9 
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FAMILY 4 OF 6 ENQUIRY PAGEl 
SEARCH I ED SINO~FOREST CORPORATION 

00 FILE NUMBER I 659079036 EXPIRY DATE I 03FE2. 2016 S'l'ATUS : 
01 CAUTION FILING 1 PAGE I 001 DB' 1 MV SCHEDULE ATTACHED I 

REG NOM r 20100203 1535 1793 2023 REG T¥PI P PPSA REO PERIOD I 6 
02 INO DOB I IND NAME r 
03 BUS NAME I SINO-FOREST CORPORATION 

cCN I 

04 ADDRESS 90 BURNHAMTHORPE ROAD WEST, SUITE 1206 
CITY I MISSISSAUOA PROVl ON POSTAL COPE: LSB3C3 

05 IND DOB IND NAME r 
06 BUS NAME: 

07 ADDRESS 
CITY 

08 SECURED PARTY/LIEN CLAIMANT I 

PROVI 

LAW lJEBENTURE TRus'r COMPANY OF NEW YORK 
09 ADDRESS I 400 MAPISON AVENUE, 4TH FLOOR 

DeN I 

POSTAL cocm1 

CITY I NEW YORK PROV r NY POSTA1.J CODE I 10017 
CONS. MV 
GOODS INVTR'!. EQUIP AceTa OTHER :(NCL AM01Th)'T 

10 X X 
YEAR MAKE MODEr. 

11 
12 
GENERAL COLLATERAL DESCRIPTION 

DATE OF OR NO FlXEP 
MATORlTY MAT DATE 

V, LN, 

13 PLEDGE OF SHARms OF CERTAIN SUBSIDIARIES OF THE DEBTOR 

" 15 
16 AGgNT; AIRD & BERLIS LL~ (SPAR - 102288) 
17 ADDRESS I 1B1 BAY STREET, SUITE 1800 

CITY : TORONTO PROVI ON POSTAL CODE I M5J2T9 

Pags 6 
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FAMILY I 5 OF 6 ENQUIRY PAGE I ? OF 8 
SEARCH I BD I SINOMFOREST CORPORATION 

00 FILE NUMBER I 665186985 EXPIRY DATE : 150CT 2020 STATUS I 
01· CAUTION FILING I PAGE I 001 OF 1 MV SCHEDULE ATTACHED I 

REG NOM I 20101015 1215 1793 1245 REG T¥PI P PPSA REG PERIODI 10 
02 INP DOB I IND NAME I 
03 BUS NAME I 8rNo~FoREBT CORPORATION 

OCN I 

04 ADDRESS I 

CITY 
90 BURNHAMTHORPffi ROAD WEST, SUITE 1208 
MISSISSAUQA PROVl ON POSTAL CODE: L5B3C3 

05 IND DOB I 

06 BUB NAMEJ 

07 ADDRESS 
CI'l'Y 

IND NAME I 

08 SECURED PARTV!:LIEN CLAlMAti/T I 
LAW DEBENTURE TRUST COMPANY 

09 ADDRESS 400 MADISON AVENUE, 4TH 
CITY I NEW YORK 

DeN I 

PROV, POSTAL COnEI 

OF NEW YORK 
FLOOR 
PlWVI NY POSTAL CODE, 10017 

CONS. MV DAT}] OF OR NO FIXED 
GOODS INVTRY, EQUIP ACCTB OTHER !NCL AMOUNT MATURITY 

10 X X 
YEAR MAKE MODEL V.l.N. 

11 
12 
GEWERAL COLLATERAL DESCRIPTION 
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIAR1ElS OF THE DEBTOR, 
14 
15 
16 AGENT I AIRD & BERLIS LLP (RMK~106760) 
17 ADDRESS 181 BAY STREET, SUITE 1800 

CITY I TORONTO PROV; ON POSTAL CODE I M5J2T9 

Page 7 

MAT DATE 
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FAMILY I 6 OF 6 
SEARCH I SD , SINOwFORBST CORPORATION 

00 FILE NUMBreR I 665928963 EXPIRy DATE , 17NOV 
01 CAUTION FILING , PAGm I OlaF 001 

REO NOM : 20101117 1007 1462 0113 REG TYP: P 
02 IND DOB : IND NAME:: 
03 BUS NAME, SINO-FORmST CORPORATION 

O. ADDRESS 1208w~0 BURNHANTHORPE 
CITY I MISSIBSAUGA 

05 INn DaB IND NAME: 
06 BUS NAME I 

07 ADDRESS 1 
CITY 

08 SECURED PARTY/LIEN CLAIMANT I 

XEROX CANADA LTD 

RD W 
PROV, 

PROV, 

09 ADDRBSS I 33 BLOOR ST. E, 3RD FLOOR 

ON 

CITY I TORON'J,'O PROV, ON 
CONS, MV 

ENQUIRY PAGE 8 OF 8 

2016 S'l'ATUS , 
MV SCHEDOLE ATTACHED I 

PPBA REG pmRIOD: 6 

OCN : 

POSTAL COnE, L5B3C3 

OC» 

POSTA.L CODEJ: 

POSTATJ CaDEll M4W3Hl 

GOODS INVTRY, EQUIP ACCTS OTHER INCL AMOUNT 
DATE OF 
MATURITY 

OR NO FIXED 
MA'l' DATE 

X 10 X X 

11 
12 

YEAR MAKE 

GENERAL COLLATERAL DESCRIPTION 
13 
14 
15 

MODEL 

16 AGENT: PPSA CANADA INC. ~ (3992) 
17 ADDRESS 110 SHEPpARD AVE EAST, SUITE 3'03 

CITY ; TORONTO PROV: ON 

Page B 

V,l,N, 

FOSTAL CODEI M2N6Y8 
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.. SclJ.edo1e "A" 

IN THE MATrER OFTHE COMPANIES CE.EJ)IIORS' AJmANGEMENT ACI, R.S.C.1985, c.. C-36, AS AMENDED AND IN THE 
MA:I"'rER OF SINO-FOREST CORPORATION 

CourtFile No. 

ONTAKIO 
SUPERIoR COUlIT OF JUSTICE 

(COMMERCIAL LIST) 

Proceedings =eucedm Toronto 

INITIAL OJIDER, 

BENNETI' JO:NEs LLP 
Que First OmadianPJace 
Scite3400, P.O. B=130 
T{)'!UiItO, OJJ;!aI:io 
:M:5XIA4 

lliibert W. Staley {LSDC #27115]) 
'KeviJ;l Zych (LSUC #331291) 
DerekJ. Btill (LSUCM3420J) 
Iomfban Bell (LSUC #55457P) 
r eJ: 416-863-UOO 
F= 416-863-1716 

Izwyets fotfue ApplicaiJ1: 
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Court File No, CV-12-9667-00CL 

ONTARJO 

SVPERJOR COURT OF JUSHCE 

COMMERCIAL LIST 

THE HONOURABLE MR, ) 
) 
) 

THURSDAY, THE 3]" 

JUSTICE MORAWETZ DAY OF MAY, 2012 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, R,S,C, 1985, c. C-36, AS AMENDED 

/ciCOU~:1.ND IN THE MATTER OF A PLAN OF COMPROMISE OR /f'O fl_ -. '1>0.:: NOEMENT OF SINO-FOREST CORPORATION 

"' " Cl "'""" ,,_ m 
o l'oj ", 
"'"p " q :..>r .9 

0' ~ _ ,!,t.: ORDER 
(..... !loS 
<'~i!~'" (Stay Extension) 

THIS MOTION, made by Sino-Forest Corporation ("SFC") for the relief set out in 

SFC's notice of motion dated May 25, 2012 was heard this day at 330 University Avenue, 

Toronto, Ontario, 

ON READlNO U,e affidavit of W, Judson Martin sworn May 25, 2012 (the "Martin 

Affidavit") and the Exhibits thereto and the third report of FTI Consulting Canada Ino, in its 

capaoity as monitor (Ole "Monitor") dated May 25, 2012 (the "Third Report") and on hearing 

submissions of counsel for SFC, the Monitor, the board of direotors of SFC, the Ad Hoc 

Noteholders and those othe,' parties present, 

SERVICE 

1. THIS COURT ORDERS that the time for the service of the Notioe of Motion, the Third 

Report and llw Motion Record is hereby abridged so that this Motion is properly returnable today 

and hereby dispenses with further service thereof, 

2, THIS COUR.T ORDER.S that capltalized (enns used herein and not otherwise defined 

shall have the meaning given (0 them in the Martin Affidavit. 
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EXTENSION OF THE STAY PERIOD 

3, THIS COURT ORDERS that the Stay Period (as defined in tile Initial Order) be and is 

hereby extended to September 28, 2012, 

FOREIGN PROCEEDINGS 

4, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regnlatory or administrative body having jurisdlction in Canada, the United States, Barbados, U,e 

Brltish Virgin Islands, Cayman Islands, Hong Kong, the People's Republic of China or in any 

other foreign jurisdiction, to give effect to Ulis Order and to assist the Applicant, the Monitor and 

their respective agents in carrying out the telms of this Order, All courts, tribunals, regulatory 

and administrative bodies are hereby l'espectflllly requested to make S11Ch orders and to provide 

such assistance to the Applicant and to the Monitor, as an officer of this Court, as may be 

necessary or desirable to give effect to this Order, to grant representative status to the Monitor in 

any foreign proceeding, or to assist the Applicant and U1e Monitor and their respecti ve agents in 

carrying out the terms of thi~ Order, 

5, THIS COURT ORDERS that each of the Applicant and U,e Monitor be at liberty aJld is 

hereby authorized and empowered to apply to any court, triounal, regulatory or administrative 

body, wherever located, for the recognition of this Order and for assistance in carrying out the 

(enns of this Order and any othel' Orde!' issued in these proceedings, 

ENTERED AT / iNSCRIT A TORONTO 
ON/BOOK NO: 
lE / DANS lE flEGISTRE N~ 

MAY 3 1 2012 ~ 
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.c. 1985, c. C-36, AS Al'1ENDED AND IN THE 
MATTER OF A PLAN OR COMPROMISE OR ARRAl'lGEMENT OF SINO-FOREST CORPORATION 

Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LISn 

Proceedings commenced in Toronto 

ORDER 

BENNETTJONESLLP 
One First Canadjan Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5XIA4 

Robert W. Staley (LSUC #271151) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #434201) 
Raj Salmi (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1116 

Lawyers for the Applicant 
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THE HONOURABLE MR. 

COUTt File No, CV-12-9667-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

FRIDAY THE 28th , 

JUSTICE MORA WETZ 

) 
) 
) DAY OF SEPTEMBER, 2012 

IN THE MATTER OF THE COMPANIES' CREDITORS 
ARRANGEMENT ACT, R's.C, 1985, c, C-36, AS AMENDED 

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

ORDER 

THIS MOTION, made by Sino-Forest Corporation ("SFC") for the relief set out in 

SFC's notice of motion dated September 21,2012 was heard this day at 330 University Avenue, 

Toronto, Ontario, 

ON READING the affidavit ofW, Judson Martin sworn September 24, 2012 (the "Martin 

Affidavit") and the Exhibits thereto and the Eighth Report of the Monitor and on hearing 

submissions of counsel for SFC, the Monitor, the board of directors of SFC, the Ad Hoc 

Noteholders and those other parties present, 

SERVICE 

1. THIS COURT ORDERS that the time for the service of the Notice of Motion, the Eighth 

Report and the Motion Record is hereby abridged so that this Motion is properly returnable today 

and hereby dispenses with further service thereof. 

2, THIS COURT ORDERS that capitalized terms used herein and not otherwise defined 

shall have the meaning given to them in the Martin Affidavit, 
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EXTENSION OF THE STAY PERIOD 

3. THIS COURT ORDERS that the Stay Period (as defined in the Initial Order) be and is 

hereby extended to October Il, 2012. 

FOREIGN PROCEEDINGS 

4. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regulatory or administrative body having jUl'isdiction in Canada, the United States, Barbados, the 

British Virgin Islands, Cayman Islands, Hong Kong, the People's Republic of China or in any 

other foreign jlU'isdiction, to give effect to this Order and to assist the Applicant, the Monitor and 

their respective agents in carrying out the terms of this Order. All COUl'ts, tribunals, regulatory 

and administrative bodies are hereby respectfully requested to make such orders and to provide 

such assistance to the Applicant and to the Monitor, as an officer of this Court, as may be 

necessary or desirable to give effect to this Order, to grant representative status to the Monitor in 

any foreign proceeding, or to assist the Applicant and the Monitor and their respective agents in 

carrying out the terms of this Order. 

5. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is 

hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative 

body, wherever located, for the recognition of this Order and for assistance in carrying out the 

terms of this Order and any other Order issued in these proceedings. 

, ( 
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.C.1985, c. C-36, AS AMENDED AND IN THE 
MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

Proceeclings co=enced in Toronto 

ORDER 

BENNETTJONESLLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5X1A4 

Robert W. Staley (LSUC #27115]) 
Kevin Zych (LSUC #331291) 
Derek J. Bell (LSUC #43420]) 
Raj Salmi (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 
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ONTARIO 
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;.-i~ceedings co=enced in Toront, 

ORDER 

BENNETT JONES LLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, ON M5X lA4 

Robert W. Staley (LSUC #271151) 
Kevm Zych (LSUC #33l29T) 
Derek J. Bell (LSUC #434201) 
Raj Sahni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 

Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 
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Court File No. CV-12-9667-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMP ANlES' CREDITORS 

ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

AND!N THE MATTER OF A PLAN OF COl\1PROMISE OR 

ARRANGEMENT OF SINO-FOREST CORPORATION 

AFFIDAVIT OF W. JUDSON MARTIN 
(Sworn September 24, 2012) 

I, W. Judson Martin, of the City of Hong Kong, Special Administrative Region, People's 

Republic of China, MAKE OATH AND SAY: 

1. I am the Vice-Chainnan and Chief Execntive Officer of Sino-Forest Corporation ("SFC"). 

I therefore have personallmowledgc of the matters set out below, except where otherwise stated. 

Where I do not possess personallmowledge, I have stated the source of my infonnation and I 

believe such information to be true. 

2. Capitalized terms not defined in this affidavit are as defined in my affidavit swom March 

30,2012 (the "Initial Order Affidavit"). A copy of my Initial Order Affidavit (without exhibits) 

is attached hereto as Exhibit "A". 
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BACKGROUND 

3. On March 30, 2012, this Honourable Court made an Initial Order granting the CCAA stay 

of proceedings against SFC and certain of its subsidiaries (the "CCAA Stay") and appointing FTI 

Consulting Canada Inc. as the Monitor in the CCAA proceedings. A copy of the Initial Order is 

attached as Exhibit "B". 

4. On May 31,2012, this Honourable Court extended the CCAA Stay to September 28, 2012 

(the "Stay Extension Order"). A copy of the May 31 Stay Extension Order is attnched as 

Exhibit "C". 

DEVELOPM.ENTS SINCE MAY 31, 2012 

i. Developments in the CCAA Proceedings 

5. Since the May 31 Stay Extension Order, there have been a number of developments in the 

CCAA proceedings. 

6. First, on June 26, 2012, this Honourable Court heard a motion brought by SFC seeking 

directions that claims against SFC, which result from the ownership, purchase or sale of an 

equity interest in SFC, and indemnification claims related thereto, are "equity claims" as defined 

by the CCAA. In reasons released on July 27, 2012, a copy of which are attached as Exhibit 

"D", this Honourable Court substantially granted the relief sought. A copy of the Order issued 

in connection with that motion is attached as Exhibit "E". 

7. Second, pursuant to a consent order issued by tins Honourable Court on July 25, 2012, a 

copy of which is attached as Exhibit "F", the parties to the Canadian class action proceedings 
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participated in a two-day mediation. That mediation was conducted by the Honourable Justice 

Newbould, and w.as held at the offices of Bennett Jones LLP from September 4-5, 2012. The 

mediation did not result in a settlement. 

8. Third, in connection with that mediation, SFC consented to certain relief sought by class 

cOlmsel in connection with the mediation. The relief sought involved the production of 

otherwise confidential documents to the parties to the mediation for the sale purpose of use in 

that mediation and pursuant to the terms and conditions set out in confidentiality agreements 

executed by each of the parties to the mediation. A copy of the consent Order of this 

Honourable Court dated July 30, 2012 (the "Mediation Documents Order") is attached as Exhibit 

9. I am advised by counsel that tens of thousands of documents were made available in the 

data room pursuant to the Mediation Documents Order. I am further advised by counsel that 

there have been no suggestions that there waS anything less than full compliance with the 

Mediation Documents Order by SFC. 

10. Fourth, on August 31, 2012, this Honourable Court issued a Plan Filing and Meeting 

Order, which accepted SFC's draft Plan of Compromise and Reorganization for filing, required 

certain meeting material to be sent to creditors, and caOed for a meeting. A copy of the Plan 

Filing and Meeting Order is attached as Exhibit "H". 

11. The Plan Filing and Meeting Order was made on the basis that a number of objections that 

were raised on the motion for the Plan Filing and Meeting Order would be heard at a later time, 

at the sanction hearing stage (assuming those objections continue to be maintained at that time), 
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after creditors had had a chance to consider and vote upon the Plan. Attached as Exhibit "I" is a 

copy ofthe ~ndorsement of this Honourable Court setting out these terms. 

ii. Further Steps with Respect to the CCAA Plan 

12. As set out in the Plan Filing and Meeting Order, the meeting material was to be distributed 

to affected creditors entitled to vote on the Plan within twenty days of the order, unless that date 

was extended by the Monitor with the consent of SFC and counsel to the lnHial Consenting 

Noteholders. On September 20, 2012, the Monitor extended the mailing date to on or before 

October 3, 2012 with the consent of SFC and counsel to the Initial Consenting Noteholders. 

13. The delay in mailing the meeting materials is attributable to the fact that certain steps and 

issues necessary to be completed prior to the mailing of the Plan are still in the process of being 

completed and certain terms of the Plan itself are and continue to be subject to refinement and 

negotiation. 

14. Under the Plan Filing and Meeting Order, the Meeting Date is to be within 30 days of the 

mailing of the meeting materials. Assuming the mailing occurs on October 3, 2012, that would 

mean that the meeting of creditors will occur no later than November 2, 2012. 

iii. Ontario Securities Commissiou 

15. Staff ("Staff') of the Ontario Securities Commission (the "Commission") have been 

cooperative in assisting SFC to take steps necessary to advance the Plan. As was described in 

my initial affidavit filed iu this proceeding, the Commission issued a temporary cease trade order 

(,'TCTon) ceasing trading in the securities of SFC. 
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16, At Staffs request, SFC brought an application before the Commission to vary the TCTO to 

pennit the mailing to creditors as ordered by this Honourable Court, Staff believed that the act 

of mailing the meeting materials could be considered an "act in furtherance of a trade", which 

would be contrary to the TCTO. 

17. On September 18, 2012, Vice-Chair Mary Condon of the Commission heard SFC's motion 

to vary the TCTO to pennit the mailing, Counsel for the Monitor, the Ad Hoc Committee of 

Noteholders and Staff were present at that hearing. Vice-Chair Condon granted the relief 

sought. A copy of the Order dated September 18, 2012 is attached as Exhibit "J". 

18, Also on September 18,2012, SPC gave notice to the Commission that it would seek a 

further variation of the TCTO to allow for the implementation of further steps in connection with 

thePlao, including holding the Meeting itself, and taking the steps contemplated by the Plan, ifit 

is approved by creditors and this Honourable Court. A copy of SFC's notice is attached as 

Exlribit "K". While the date is still being finalized, it is anticipated that that application will be 

heard on October 26, 2012, in advaoce of the Meeting. 

iv. The Class Proceedings 

19, Pursuant to an Order dated May 8, 2012, a copy of which is attached as Exhibit "L", this 

Honourable Court granted leave to the Ontario class plaintiffs to seek certain relief with respect 

to a settlement entered into between them and Poyry (Beijing) Consulting Company Limited 

("Poyry"). 

20. The motion to approve the settlement with Poyry was scheduled to be heard by the 

Honourable Justice Perell on September 21,2012. The palues agreed on the form of an Order 
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for that settlement approval and submitted it to Justice Perell for approval, A copy of that Order 

is attached as Exhibit "M", 

EXTENSION OF THE STAY PERIOD 

21. As set out at a 9:30 chambers attendance with tltis Honourable Court on September 18, 

2012, the class plaintiffs have stated that they intend to bring three motions on October 8-9, 

2012, One of those motions is to lift the stay of proceedings against certain defendants in the 

Ontario class proceedings, In order'to avoid any argument about prejudicing class plaintiffs' 

position on that motion, SFC is seeking an extension of the stay only through to October 10, 

2012, I am advised by counsel that the class plaintiffs (and to the knowledge of SFC, any of the 

parties) do not oppose an extension to that date, 

22. The Monitor's Eighth Report, which will be filed in connection with this motion, sets out 

updated cash flows. The updated cash forecast shows that SFC has sufficient funds to fund the 

proceedings through the proposed stay extension period. 

23. Since the issuance of the Stay Extension Order, SFC has acted and continues to act in good 

faith and with due diligence, 

24. TIle extension of the Stay Period is necessary in order to provide stability to Sino-Forest's 

business while SFC, with the assistance of its advisors and the Monitor, works diligently on 

completing the steps and Plan refinements necessary to enable the mailing of meeting materials 

to creditors as reqnired by the Plan Filing and Meeting Order. 

25. I do not believe that any creditor will suffer any material prejudice if the Stay Period is 

extended. 
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HuiYam i 
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solicitor, Hong ong SAR 
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7 

W. Judson Martin 
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· Sino-Forest Discloses Receipt of a Second Enforcement Notice 
From Staff of the Ontario Securities Commission 

TORONTO, CANADA - September 26, 2012 - Sino-Forest Corporation ("Sino-Forest" 
or the "Company") announced today that the Company received a second enforcement 
notice (the "Second Enforcement Notice") from staff of the Ontario Securities 
Commission (the "08C" or the "Commission"). The Second Enforcement Notice adds a 
further allegation similar in nature to the allegations in the statement of allegations in 
relation to the Company and others posted on the OSC's website on May 22, 2012 
(hUp://www.osc.gov.on.ca) (the "Original Statement of Allegations"). 

As previously announced, on May 22, 2012, staff of the Commission commenced 
proceedings before the Commission against the Company and six of its former officers. 
In the notice of hearing and Original Statement of Allegations, OSC staff allege that the 
Company breached Ontario securities laws and acted in a manner that is contrary to the 
public interest by providing information to the public in documents required to be filed or 
furnished under Ontario securities laws which was false or misleading in a material 
respect contrary to section 122 of the Ontario Securities Act (the "Act") and by engaging 
or participating in acts, practices or a course of conduct related to its securities which it 
knows or reasonably ought to know perpetuate a fraud on any person or company 
contrary to section 126.1 of the Act. 

Enforcement notices issued after proceedings have been commenced typically precede 
a possible amendment to the statement of allegations, and provide the respondents with 
an opportunity to make representations before a decision is taken by staff of the 
Commission to amend a statement of allegations. 

The Company is reviewing the Second Enforcement Notice and considering what steps 
if any are appropriate for the Company to take in response to the Second Enforcement 
Notice. 

Inquiries 

All inquiries regarding the Company's proceedings under the Companies' Creditors 
Arrangement Act ("CCAA") should be directed to the Monitor, FTI Consulting, via email 
at: sfc@fticonsulting.com, or telephone: (416) 649-8094. Information about the CCAA 
proceedings, including copies of all court orders and the Monitor's reports, are available 
at the Monitor's website http://cfcanada.fticonsulting.com/sfc. 
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Sino-Forest Announces Personnel Change 

TORONTO, CANADA - September 27,2012 - Sino-Forest Corporation ("Sino-Forest" 
or the "Company") announced today that David Horsley has ceased to be employed by 
the Company. 

Mr. Horsley was the Senior Vice President and Chief Financial Officer of the Company 
from October of 2005 until April of 2012. In April 2012 Mr. Horsley resigned as Chief 
Financial Officer, at the Company's request, following the receipt by the Company and 
certain of its former officers, including Mr. Horsley, on April 5, 2012, of "Enforcement 
Notices" from Staff of the Ontario Securities Commission. Enforcement Notices 
typically are issued by staff of the Commission at or near the end of an investigation, 
identify issues that have been the subject of investigation, and advise that staff 
contemplate commencing formal proceedings in relation to those issues. 

On May 22,2012, together with the Company and others, Mr. Horsley was named as a 
respondent in a proceeding commenced by staff of the Ontario Securities Commission. 

Mr. Horsley continued at Sino-Forest after resigning as Chief Financial Officer of the 
Company until he ceased to be employed by the Company on September 27, 2012. 

FOR MEDIA INQUIRIES PLEASE CONTACT: 
BRUNSWICK GROUP LIMITED 
Email: sinoforest@brunswickgroup.com 
New York Hong Kong 
Stan Neve Tim Payne 
Tel: +1 2123333810 Cindy Leggett-Flynn 

Tel: +852 3512 5000 
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Court File No. CV·12·9667·00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES CREDITORS' 
ARRANGEMENT ACT, R.S.C. 1985., c. C·36, AS AMENDED 

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

CORPORATION 

AFFIDAVIT OF W. JUDSON MARTIN 
(Sworn April 23, 2012 in support of a Motion 

for Directions Regarding Scope of Stay, Returnable May 8, 2012) 

I, W. JUDSON MARTIN, -of the City of Hong Kong, Special Administrative Region, 

People's Republic of China, MAKE OATH AND SAY: 

1. I am the Vice·Chairman and Chief Executive Officer of Sino· Forest Corporation ("SFC"). 

I therefore have personallmowledge of the matters set out below, except where otherwise stated. 

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

believe such information to be true. 

2. Capitalized terms not defined in this affidavit are as defined in my affidavit sworn March 

30,2012 (the "Initial Order Affidavit"). A copy of my Initial Order Affidavit (without exhibits) 

is attached hereto as Exhibit "A". 
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BACKGROUND 

3. On March 30, 2012, this Honourable Court made an Initial Order granting the CCAA stay 

of proceedings against SFC and certain of its subsidiaries and appointing FTI Consulting Canada 

Inc. as the Monitor in the CCAA proceedings. A copy of the Initial Order is attached as Exhibit 

"B", 

4. Also on March 30, 2012, this Honourable Court made the Sale Process Order approving 

sale process procedures in the form attached thereto and authorizing and directing SFC, the 

Monitor and Houlihan Lokey to do all things reasonably necessary to perform each of their 

obligations thereunder. A copy of the Sale Process Order is attached as Exhibit "C". 

5. On April 13,2012, this Honourable COllli made an order extending the stay of proceedings 

contained in the Initial Order to June 1,2012. A copy of the Stay Extension Order is attached as 

Exhibit "D". 

CLASS ACTION PROCEEDINGS 

6. As set out in my Initial Order Affidavit, SFC and certain of its current and former officers, 

directors and employees, along with SFC's current and former auditors, tcchnical consultants and 

various underwriters involved in prior equity and debt offerings, have been named as defendants 

in eight class action lawsuits. 

7. Five of these class action lawsuits, commenced by three separate groups of counsel, were 

filed in the Ontario Superior Court of Justice on June 8, 2011, June 20, 2011, July 20, 2011, 

September 26, 2011 and November 14, 2011. A carriage motion in relation to these actions was 

heard on December 20 and 21, 2011, and by Order dated January 6, 2012, Justice Perell 
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appointed Koskie Minsky LLP and Siskinds LLP as class counsel. As a result, Koskie Minsky 

LLP and Siskinds LLP discontinued their eal'liest action, and their other two actions have been 

consolidated and will move forward as one proceeding. The other two Ontario actions, 

commenced by other counsel, have been stayed. 

8. Pursuant to an order of Justice Perell dated March 26, 2012 (entered April 17, 2012), 

Koskie Minsky LLP and Siskinds LLP filed a Fresh as Amended Statement of Claim in the 

consolidated proceeding (the "Ontario Class Action") on April 18,2012. The Fresh as Amended 

Statement of Claim now names Merrill Lynch, Pierce, Fennel' & Smith Incorporated, successor 

by merger to Bank of America Securities LLC, instead of Banc of America Securities LLC. A 

copy of this Fresh as Amended Statement of Claim is attached as Exhibit "E". 

9. Parallel class actions have been filed in Quebec and Saskatchewan. Copies of the 

originating documents in those actions are attached as Exhibit "F". There are no additional 

defendants named in these actions that are not also named in the Ontario Class Action. 

10. Additionally, on January 27,2012, a class action was commenced against SFC and other 

defendants in the Supreme Court of the State of New York, U.S.A. The complaint alleges that 

the action is brought on behalf of persons who purchased SFC shares on the over-the-counter 

market and on behalf of non-Canadian purchasers of SFC debt securities. The quantum of 

damages sought is not specified in the complaint. A copy of the complaint in this action is 

attached as Exhibit "G". The only defendant named in this complaint that is not also named in 

the Ontario Class Action is Ernst & Young Global Limited. 
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II. Additional law firms in both the United States and Canada have announced that they are 

investigating SFC and certain directors and officers thereof with respect to potential additional 

class action lawsuits. 

CLAIMS FOR INDEMNIFICATION 

12. I am informed by counsel that many ofthe defendants in the various class actions may seek 

to be indemnified by SFC for their costs and liabilities in these class actions. I am informed that 

such claims could be purported to be founded in contract, common law and statutory claim over 

provisions. Certain of the potentially relevant indemnification clauses are particularized below. 

(a) Ernst & Young 

13. Ernst & Young ("EY") was engaged as SFC's auditors from 2007 until April 5, 2012 and is 

a defendant in the Ontario Class Action. PUl'suant to its engagement, EY entered into a number 

of engagement letters with SFC between June 2007 and December 2010. 

14. Each of the engagement letters entered after September 20 I 0 contained ~~n indemnity 

provision, which stated as follows: 

To the filllest oxtont permitted by applicable law and professional regulations, you shall 
indemnify us, the other BY Firms and the BY Persons against all claims by third parties 
(including your affiliates) and reSUlting liabilities, losses, damages, costs and expenses 
(including reasonable extel'l1ul and internal legal costs) arising out of or relating to the 
Services 01' this Agreement. On behalf of yourself and your affiliates, you release us, the 
other BY Firms and the EY Porsons from all claims and causes of action (together, 
"Claims") pending 01' threatened, that you 01' they O1ayhave arising out of the Services or 
this Agreement to the extent such Claims result from 01' arise out of any misrepresentation 
01' fraudulent acts 01' omission by you, your employees 01' agents on your behalf, 

Attached at Exhibit "H" is a sample EY engagement letter, dated December 7, 20 I 0, containing 

an indemnity provision (contained at paragraph II and side-barred for ease of reference), I am 
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advised by counsel that each of the engagement letters entered after September 28, 2010 between 

SFC and EY contain substantially similar indemnity provisions. 

15. Engagement letters entered into between EY and SFC prior to September 2010 did not 

contain similar contractual indemnity provisions. Attached as Exhibit "I" is a sample EY 

engagement letter dated June 21, 2007. 

(b) The Underwriters 

16. The following underwriters are defendants in the Ontario Class Action: Credit Suisse 

Securities (Canada), Inc. ("Credit Suisse Canada"), TD Securities Inc. ("TD"), Dundee Securities 

Corporation ("Dundee"), RBC Dominion Securities Inc. ("RBC"), Scotia Capital Inc. ("Scotia"), 

CIBC World Markets Inc. ("CIBC"), Merrill Lynch Canada Inc. ("Merrill Lynch Canada"), 

Canaccord Financial Ltd. ("Canaccord"), Credit Suisse Securities (USA) LLC ("Credit Suisse 

USA"), Maison Placements Canada Inc. ("Maison Placements") and Merrill, Lynch, Pierce, 

Fenner & Smith Incorporated (successor by merger to Bank of America Securities LLC) 

("Merrill Lynch") 

17. On July 17, 2008, SFC entered into a purchase agreement in respect of a July 17, 2008 

offering for senior notes. The initial underwriters for this offering were Merrill Lynch and 

Credit Suisse USA. Pursuant to this purchase agreement, SFC agreed to indemnify the 

underwriters in accordance with celiain telIDS and conditions. A copy of the purchase 

agreement, containing indemnity and contribution provisions at section 7 (a) and 8 respectively 

(side-barred for ease of reference) is attached as Exhibit ".T". 
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18. On May 28, 2007, SFC entered into an underwriting agreement in respect of a June 5, 2007 

offering of common shares. This underwriting agreement appointed Dundee, CIBC, Merrill 

Lynch Canada, Credit Suisse Canada, UBS SecUI'ities Canada Inc. ("UBS") and Haywood 

Securities Inc. ("Haywood") as underwriters. A copy of the underwriting agreement dated May 

28,2007 containing an indemnification provision at section 9 (the relevant portions of which are 

side-barred for ease ofrefel'cnce) is attached as Exhibit "K". 

19. SFC entered into an underwriting agreement on May 22, 2009 in respect of a June 1,2009 

offering. This underwriting agreement appointed Dundee and Credit Suisse Canada as lead 

underwriters and also appointed Merrill Lynch Canada, Scotia and TD as underwriters. A copy 

of this underwriting agreement containing indemnification provisions at section 9 (side-barred 

for ease of reference) is attached as Exhibit "L". 

20. On June 24, 2009, SFC entered into a dealer management agreement in respect of an 

offering of senior guaranteed notes. The lead underwriter for this offering was Credit Suisse 

USA. A copy of the dealer management agreement dated June 24, 2009 containing indemnity 

provisions at section 12 (side-ban'ed for ease ofreference) is attached hereto as Exhibit "M". 

21.SFCalsoentered into a solicitation agent agreement with Credit Suisse USA on June 24, 

2009 in respect of the June 2009 offering of senior guaranteed notes. A copy of this agreement 

containing an indemnity provision at section II (side-barred for ease of reference) is attached as 

Exhibit "N". 

22. On December 10,2009, SFC entered into a pUl'chase agreement in respect of an offering of 

convertible senior notes. The initial underwriters for this offering included Credit Suisse USA, 
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Merrill Lynch and TD. A copy of this agreement containing indemnity and contribution 

provisions at sections 7 and 8 (side-barred for ease of reference) Is attached as Exhibit "0". 

23. SFC also entered Into an underwriting agreement on December 10,2009 in respect of a 

share offedng. Pursuant to this agreement, SFC appointed Credit Suisse Canada, TD, Dundee, 

RBC, Sootia, eIBC, Merrill Lynch Canada, Canaccord and Maison Placements as underwriters. 

A copy of the December 10, 2009 underwriting agreement containing indemnification provisions 

at section 9 (side-barred for ease of reference) is attached as Exhibit "P". 

24. 'SFC entered Into a purchase agreement on October 14, 2010 in respeot of an offering of 

guaranteed senior notes. Pursuant to this agreement, Credit Suisse USA and Bane of America 

Securities LLC were appointed lead underwriters. A copy of the October 14,2010 purchase 

agreement containing indemnification and contribution provisions at sections 7 and 8 (side-

barred for ease of reference) is attached as Exhibit "Q". 

MANAGEMENT'S TIME AND RESOURCES 

25. SFC management's limited resources are fully engaged effecting SFC's restructuring and 

Sale Process in a very tight time frame. I do not believe that it is in the best interests of SFC's 

stakeholders to have SFC management's time and efforts diverted from the restructuring and Sale 

Process at this critical time. 

SWORN BEFORE ME at the City of Hong ) 
Kong, Special Administrative Region, ) 
People's Republic of China, this 23,d day of ) 
April, 2012 ) 

) W. Judson Martin 
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THE HONOURABLE MR. 

.lUSTlCE MORAWETZ 

Court File No. CY-12-9667-00CL 

ONTARIO 

SUPEIUOR COURT OF JUSTICE 

COMMERCIAL LIST 

) 
) 
) 

ORDER 
(Mediation) 

WEDNESDA Y, THE 25'h 

DAY OF JULY, 2012 

THIS MOTION, made by rTl Consulting Canada Inc. in its capacity as monitor (the 

"Monitor") of Sino-Forest Corporation (the "Applicant") for a consent order concerning 

mediation and related relief was heard this day at 330 University Avenue, Toronlo, Onlario. 

ON READING the Monitor's Notice of Motion dated July ]3,2012 and the Fifth Report 

of the Monitor daled July 13, 2012 (the "Fifth Report"), the Responding Motion Record of the 

Applicants and the Responding Motion Record of P6yry Beijing (as defined below), and on 

hearing the submissions of counsel for the Applicant, the Monitor, the ad hoc committee of 

Noteholders (the "Ad Hoc Noteholdcrs"), Ihe ad hoc group of purchasers of the Applicant's 

securities (the "Plaintiffs') and Ihe other defendants in the Ontario Class Action and the Quebec 

Class Action (the "Third Pao-Iy Defendants") and those other parties present, 110 one appearing 

for aoy of the other parties served with the Monitor's Motion Record. although duly served as 

appears from the affidavit ofscrvice of Alma Cano sworn July 13,2012, filed. 
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SERVICE AND INTERPRETATION 

1. THIS COURT ORDERS that the time for service oCthe Notice of Motion and the Motion 

Record, including the Fifth Report, is hereby abridged and validated such Ihat Ihis Motion is 

properly returnable today and hereby dispenses with f1.lrlher service thereof. 

2. nils COURT ORDERS that capitalized tenns used herein and not otherwise defined 

shall have the meaning given 10 them in the Fifth Report. 

MEDIATION 

3. THIS COURT ORDERS that the parties eligible to participate in the Mediation pursuant 

to paragraph 5 of this Order are the Applicant, the Plaintiffs, the Third Party Defendants (which 

shall be read to exclude I'oyry (Beijing) Consulting Company Limited ("PByry Beijing"», the 

Monitor, the Ad Hoc Notebolders and any insurers providing coveragc in respect of the 

Applicant and the Third Party Defendants (collectively, the "Mediation Parties") . 

4. THIS COURT ORDERS thai the subject matter of the Mediation shall be the resolution 

orthe claims ofllle Plainliffs against the Applicant and the Third Party Defendants as set out ill 

the statements of claim in the Onlario Class Action and the Quebec Class Action and any and all 

(elated claims (the "Subject Claims"), provided Ihat for toe purpose of the Mediation, the 

Plaintiffs shall not seek eontribUlion from any of the Mediation Parties with respect to amounts 

that could have been sought by the ptainliffs fro1)1 P5yry Beijing had the Plaintiffs not ]'eached a 

settlement with Pllyry Beijing (the "Poyry Settlement") and provided Ihat the Plaintiffs shall 

provide to the Mediation Parties, within 10 days of the dale of this Order or such further time as 

this COUl1 may direct, a written summary of evidence proffered by Poyry Beijing pursuant to the 

Piiyry Settlement, which summary shall be treated in the same manner as material in Ihe Data 

Room (as defined below) pursuanl to this Ordet·. 

5. THIS COURT ORDERS that, where practicable, the Mediation Parties shall participate 

in the Mediation in person and with representatives present with full uuthority to settle the 

Subjeci Claims (including any insurer providing coverage), provided that, wllere not practicable, 

the Mediation Parties may participate in the Mediation thro\lgh counselor other representatives, 

subject to those counselor other representatives having access to represenlatives with full 
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authority and undel1aking to promptly pursue insltuctions with respect to any proposed 

agreements lhat arise from the Mediation. 

6. THIS COURT ORDERS that parties in addition to the Mediation Parties shall only have 

standing to participate in the Mediation on consent of the Applicant and the Monitor, acting 

reasonably, or by further Order of this Court. 

DATA ROOM 

7. TJ-TlS COURT ORDERS that in conneclion with the Medialion, as soon as practicable, 

but in any event no later than August 3, 2012, the Applicant shall provide access to the 

Mediation Parties to the existing data room maintained by Merrill (the "Data Room"), provided 

however that prior to access to the Data Room, all participants (other lhan the Applicant, lhe 

incumbent directors of the Applicant and the Monilor) shall have entered into a confidentiality 

agreement with the Applicnnt on terms reasonably acceptable to the Applicant and the Monitor. 

8. THIS COURT ORDERS that any Mediation Parties who enter into a confidentiality 

agreement as contemplated by paragraph 7 of this order shall comply with the terms of such 

confidentiality agreement. 

9. THIS COURT ORDERS that the Applicant, its subsidiaries and affiliates, and their 

directors, officers, employees, agents and advisors, shall incur no liability in connection with 

causing, effecting or acquiescing in the establishment of the Data Room or disclosure in respect 

of SllCh materials and the infOlmation contained therein in accordance with this Order. The 

materials in the Data Room shall be made available without any representation as to the truth of 

their contents or their completeness, and persons relying on tbose materials shall do so at their 

own risk. The disclosure of such materials and the infonnation contained therein in accordance 

with this Order is 110t and shall not be public disclosure in any respect. Nothing in this paragraph 

affects any rights or causes of action that any person may have in relation to the prior disclosure 

of any of lhe contents of the Data Room, insofar as such rights or causes of action are 

independent from and not related to the provision of materials and infonnation in accordance 

with this Order. 
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MEDIATION SCHEDULE 

10. TH1S COURT ORDER THAT, the schedule for the Mediation shall be as follows: 

(a) the Mediation shull be conducted on September 4,1, und 5'11, and if a third day is 

required, on September 10'h, 2012 (the "Mediation Dates"); 

(b) additional Mediation dates shall only be added, and any adjournments of any 

mediation dates shall only be accepted, with the prior written consent of all 

Mediation Parties; 

(e) the Mediation shall be conducted at a location to be determined by Ihe Mediator 

(as defined below); and 

(d) the Applicant, the Plaintiffs and the Third Party Defendants shall deliver their 

respective written position statements to each other and to the other Mediation 

Parties on or before August 27, 2012. 

APl'OINtMENT OF THE MEDIATOR 

1 I. THIS COURT ORDERS that the Honolll'uble Justice Newbould shall be appointed 

mediator (the "Mediator"). 

12. THIS COURT ORDERS that, prior to the commencement of tile Mediation, the Mediator 

shall have the right to communicate with this Couri and the Monitor from lime to time as deemed 

necessary or advisable by the Mediator in their sole discretion. 

TERMINATION OF THE MEDIATION 

13. THIS COURT ORDERS that the Mediation process shall be temlinated under any of the 

following circumstances: 

(a) by declaration by the Mediator that a settlement has been reached; 

(b) by declaration by the Mediator that !Urtber efforts at mediation are no longer 

considered worl[,whjle; 
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(e) for any other reason determined by the Mediator; 

Cd) mutual agreement by the Mediation Parties; or 

ee) further Order of this Court, 

provided that, the Mediation shall in any event terminate on September 10,2012, unless 

extended with the prior written consent of all Mediation Parties. 

NO IMPACT ON OTHER PROCEEDlNGS 

14. THIS COURT ORDERS that all offers, promises, conduct statements, whether written or 

ora), made in the course orlhe Mediation are inadmissible in any arbitration or court proceeding. 

No person shall subpoena or 'require the Mediator to testify, produce records, ootes or work 

product in any other existing or future proceedings, and no video or audio recording will be 

made of the Mediation. Evidence that is otherwise admissible or discoverable shall not be 

rendered inadmissible or non-discoverable as a result of its use in the Mediation. In the event 

that the Mediation Parties (or any group of them) do reach a settlement, the tenns of that 

settlement witl be admi"ible ill any court or other proceeding required to enforce it, LIn less the 

Mediation Parties agree otherwise. [nrormation disclosed to the Mediator by any Mediation 

Party at a private caLlcus during the Mediation shall remain confidential unless such Mediation 

Party authorizes disclosure. 

15. THIS COURT ORDERS that nothing in this Order nor the participation of any party in 

the Mediation shall provide such party with righls within these proceedings than such party may 

otherwise have. 

16. THIS COURT ORDERS that, subject to any applicable stay of proceedil1gs, nothing in 

tilis Order shall prevent the Applicant, the Monitor or any other party of standing from otherwise 

pursuing the resolution of claims under the Claims Procedure Order granted by this Court on 

May 14, 2012, or any other matter in these CCAA proceedings, including WithOllt limitation, the 

filing and advancemcnt of the Meetings Order and a Plan. 
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CQNFlOENTIALlTY 

17. THIS COURT ORDERS that any mediation briefs or other documents filed by the 

Mediation Parlies shall be used only in the context of the Mediation and for no other purpose and 

shall be kept confidential by all such parties irrespective of whether such Mediation Parties sign 

a confidentiality agreement. 

18. THIS COURT ORDERS that any mediation briefs or olher documents filed by the 

Mediation Parties that contain information obtained ii·om the Data Room may not be shared with 

or otherwise disclosed to any person or entity that has not signed a confidentiality agreement, 

other than the Applicant, the incumbent directors of the Applicant, the Monitor and Mediator. 

MISCELLANEOUS 

19. THIS COURT ORDERS Ihatthc terms of this Order may only be varied by further Order 

of this Court, which may be sought on an ex parte basis on consent of the Mediation Parties. 

{ 
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Court FileNo, CV-12-9667 -OOCl 

THE HONOURABLE MR. 

JUSTICE MORAWETZ 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

) 

) 

) 

MONDAY, THE 30th 

DAY OF JULY. 2012 

<:Gi<;~~ 
Il r~ '~' -N Vll!-E MATTER OF THE COMPANIES' CREDITORS 
i~ '~~." RA: EMENT ACT, R.S.C. 1985, c.C-36, AS AMENDED 

\~" J,~~ ~%JJ.N THE MATTER OF A PLAN OF COMPROMISE OR %"' .. 'l(;{.l,rJP .' ~ANGEMENT OF SINO-FOREST CORPORATION 
~~"~,,, 

ORDER 

THIS MOTION made by the Ad Hoc Committee of Purchasers of the Applicant's 

Securities (the "Moving Party"), for the production of certain documents in the 

possession, control and power of the Applicant, was heard this day. at the courthouse at 

330 University Avenue, Toronto, Ontario, 

ON READING the Motion Record and factum of the Moving Party, and on 

hearing the submissions of counsel for the Moving Party, Sino-Forest Corporation, the 

Monitor. an ad hoc Committee of Bondholders, Ernst & Young, BDO, and certain 

undelWriters named as defendants in the Ontario Class Action, 

AND ON BEING ADVISED that the Applicant consents to the relief contained 

herein and that the Monitor supports the granting of relief contained herein; 

1. THIS COURT ORDERS that further service of the Notice of Motion and 

Motion Record on any party not already served is hereby dispensed with, 

such that this motion is properly returnable today. 

l H8235J.2 
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2. THIS COURT ORDERS the Applicant to make the documents listed in 

Schedule "A" hereto (the "Documents") available to the Moving Party and the 

other Mediation Parties (as defined in the order of this court dated July 25, 

2012 (the "Mediation Order"», subject to: (i) the provisions of the Mediation 

Order applicable to information made available through the electronic data 

room referenced in the Mediation Order (the "Data Room"), including without 

limitation the requirement for confidentiality agreements; and (ii) any claims of 

privilege; and provided, for greater certainty, that the Applicant need not 

produce any audit-related documents created after June 2, 2011. 

3. THIS COURT ORDERS that the Documents shall be added to the Data 

Room by the Applicant as and when they become available, but the Applicant 

shall make best eHorts to add the Documents to the Data Room by August 

16, 2012, and that, in any event, the Applicant shall add the Documents to the 

Data Room by no later than August 23, 2012. 

4. THIS COURT ORDERS that, promptly following the addition of any 

Documents to the Data Room, the Applicant shall notify or shall cause to be 

notified, by email, those persons who have executed the Confidentiality 

Agreement pursuant to this Court's Mediation Order that such Documents 

have been added to the Data Room, but in no event shall the Applicant be 

required to provide such notification more than one time per day. 

5, THIS COURT ORDERS that, to the ex1ent that the Applicant withholds 

production of any Documents on the basis of a claim of privilege, the 

Applicant shall produce an itemized list describing each of the documents in 

the form of or substantially similar to a Schedule "B" of an affidavit of 

documents, with sufficient specificity to establish the Applicant's claim for 

privilege, including, without limitation, identifying information for each 

document, the nature of the privilege being asserted in respect of the 

document, and, If litigation privilege is being asserted, reasonable identifying 

188235) 2 
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information regarding the litigation that gives rise to the privilege (the 

"Privilege Log"). The Applicant shall add the Privilege Log to the Data Room 

by August 27,2012, unless the Court orders otherwise. 

6. THIS COURT ORDERS that the Documents specified in clauses 1, 2(5), 3 

and 4 of Schedule "A" hereto shall be in the English language. 

4ik~ ,;" .. ' .... ", '/ 
" 

18823S3.2 
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Schedule "A" 

1. the unconsolidated financial statements of Sino-Forest Corporation and its 
subsidiaries prepared prior to June 2, 2011; 

2, the following documents relating to Sino-Forest audits, for each of the fiscal years 
2006 through 2010, inclusive, for each audited entity: 

a) Information request list for each year's audit, detailing the documents to be 
provided by the company to the auditor; 

b) The Year End Communication or Report of the Auditor to the Audit Committee 
from 800 or E&Y, including: 

i) Audit scope and findings report; 

ii) Significant matters discussed with management; 

iii) Management's analysis and response; 

iv) Significant Judgments and estimates; 

v) Audit risks encountered/identified and audit response; and 

vi) Summary of corrected and uncorrected financial statement misstatements; 

c) Communications between the auditors and the company regarding any 
disagreements with management; 

d) The unadjusted (pre-audit) trial balance; 

e) Proposed Adjustments presented by the auditor following each year's audit 
(listing adjusting journal entries, analYSis and explanations); 

f) List of related parties provided to the auditor each year; 

g) Correspondence with the auditor concerning related parties and related party 
transactions; 

h) Accounting policy manuals or documented accounting policies of the company 
for each year; 

[RH2J$.U 
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i) Process and procedure manuals of the company for each year, particularly 
pertaining to the sales cycle and purchase/acquisition cycle; 

j) Ledgers and subledgers for the following accounts; 

i) Cash; 

ii) Sales; 

iii) Timber Inventory; and 

Iv) Cost of Goods Sold; 

k) Sale transaction documents provided to (requested by) the auditors in respect of 
timber transactions: 

i) Sales order (or purchase order from customer) or Sales contract/agreement; 

ii) Invoice; and 

Hi) Proof of collection; 

I) Purchase transaction documents provided to (requested by) the auditors in 
respect of timber transactions: 

i) Purchase order (or contracVagreement); 

ii) Invoice; and 

iii) Proof of payment; 

m) Transaction documents provided to auditor In respect of Sino's "set-off' 
agreements on timber transactions; 

n) Correspondence with auditors regarding confirmation of transactions with 
authorized intermediaries and suppliers (or authorization provided to Auditors to 
confirm directly with the Als and Suppliers); 

0) Documentation concerning the auditors' procedures to independently examine 
timber assets, including on-site physical inspection, inventory counts, 
examination of transaction documentation, etc.; 

188235,).2 
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p) Internal worksheets, analyses and calculations supporting the "related party 
transactions" disclosure in each year's financial statements (e.g., see Note 23 of 
the 2009 financial statements): 

q) Any additional information provided to/requested by the auditor regarding related 
party transactions; 

r) Drafts and correspondence regarding the preparation of the Cash Flow 
Statement; 

s) A statement of the total fees paid to the Applicant's auditors in respect of each of 
the 2006-2010 fiscal years; in addition. the Applicant shall make best efforts to 
break down such fees by audit-related and non-audit-related work (if any), and if 
non-audit related work was performed by the Applicant's auditors in any such 
year, a reasonably detailed description of the non-audit-related work performed 
by the auditors in such year; 

t) Minutes of ali meetings In Which the auditors and members of management 
participated; and 

u) BOO and E& Y presentations to the board of directors and management. 

3. a summary of the coverage positions of the insurers of the Applicant and its directors 
and officers, and an approximation of the remaining insurance coverage; and 

4. the claims register as provided by the Monitor. 

1882JSJ.2 
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IN THE MAnER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, 
R.S.C. 1985, c.C-36, AS AMENDED 

AND IN THE MAnER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF SINO-FOREST CORPORATION Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERICIAL LIST 
Proceedings commenced at 

TORONTO 

ORDER 

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP 
250 University Avenue, Suite 501 
Toronto, ON M5H 3E5 
Ken Rosenberg I Massimo Starnino 
Tel: 416-646-4300 Fax: 416-646-4301 

KOSKIE MINSKY LLP 
20 Queen Street West, Suite 900 
Toronto, ON M5H 3R3 
Kirk Baert I Jonathan Bida 
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Tel: 519-672-2121 Fax: 519-672-6065 

lawyers for the Ad Hoc Committee of Purchasers of 
the Applicant's SecuritIes, incruding the 
Representative Plaintiffs in the Ontario Class Action 
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. CONFIDENTIALITY, N<ffl-DISCLO§VRE AND NON·USE AGIqlEMJi/NT 

THIS AGREEMENT is made this ;),?Lday of_-::;)i..--!:!~I.!::L",;Jl)~_-" 2012 

BETWEEN: 

Sino-Forest Corporation, on lts own behlllf and on behlllf of Its affiliates 
(collectively, "Sino-Forest") 

• and-

])&1110 

(the "Recipient") 

RECITALS 

A. In connection with the claim or claims filed by or on behalf of the Reoiplent in Sino
Forest's proceedings pm-Buant to the Companies' Creditors Al'rungement Act (the "CCAA 
Proceedings"), including any potential settlement, mediution or determination in rospect 
thereof within the context of the CCAA l'roceedings (the "Clllim$"), Sino-Fof6!>i is 
prepared to furnish the Reoiplent with certain information that is non-pUblic, confidential 
and/or proprietary in natUl'e. 

B. As u condition to Sino-Forest furnishing such information to the Recipient, Sino-Forest 
requires the Recipient to agree to the terms and conditions contained heroin. 

NOW THEREFORE, for good and valuable consideration, the receipt and. 
sufficiency of whioh is hereby acknowledged by each of Sino-Forest and the Reoipient 
(collectively, the "Parties"), the Parties hereby agree as follows: 

DEFlNl'I'IONS 

1. In this Agroement, but subject to section 2, the term "Information" means all 
information in whatevel' fOlli (inQ\uding, without limitation, written, 01'111 and electronic 
information) that has been or is hereafter furnished to, or that has 01' hereafter comes into 
the knowledge or possession of the Recipient and/or the Recipient's partners, directors, 
officers, employees, agents, representatives, inoluding the Recipient's lawyers, 
accountants, consultants and financial or other advisors (collectively with the Recipient, 
the "Recipient Representatives"), whether disciosed by Sino-Forest directly or on its 
behalf through Slno"Forost's affiliates 01' any of their respective associates, directors, 
officers, employees, agents 01' representatives, including Sino-Porest's lawyers, 
acoountants, consultants and finanoial or other advisors (collectively, "Sino-Forest 
Representatives"), concerning the business, affairs, operations, results of operations, 

WaLogal\I)$92$O\OOOO'/~8046869vl 
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-2-

contracts, liabilities, properties, prospects, financial condition Or assets of Sino-Forest 
(Including, without limitation, its affiliates and associates) andlO!' any potential 
arrangement, I'estnlcturing, transaction or series of transactions (any of the foregoing, a 
"Transaotion") concerning Sino-Forest 01' Its affiliates, and all analyses, compilations, 
data, sttldies 01' other documents 01' records (whether In writing or stored in computed~ed, 
electronic, disc, tape, flash drive 01' any othel' form) prepared by any Recipient 
Representative insofar as such analyses, compilations, data, studies 01' other dooument~ 01' 

records contain or are based upon any such information, 

2, The defmition of "Informatlon" shall not inolude information which: 

(a) is 01' becomes within the public domaIn tInough no fault of or aotion by the 
Reoipient Representatives; 

(b) was rightfully in the posseSSion of the Recipient prior to the date of this 
agreement without any duty 01' obUgation of confidentiality or becomes rightfully 
and freely avaUable to the Recipient, without any duty or obligation of 
confidentiality, from a person other than Sino-Forest or any Sino-Forest 
Representative, provided that such person had a legal right to disclose such 
information to the Recipient free of any obligation of oonfidentiality of any kind 
directly or indireotly to Sino-Fol'est or any Sino-Forest Representative; or 

(c) was or is independently developed by or on behalf of tile Recipient without any 
use of the Infolmation, 

3, In this Agreement, the terms "affiliate" and "assooiato" have the meanings asoribed 
thereto under the Securities Act (Ontario) and the term "person" means any individual, 
corporation, parlnership, joint venture, ~Bsooiatlon, trust, uninoorporated organization, 
govermnental authority or any agonoy or instrumentality thercof or any other entity. 

PERMITIED USE 

4. The Reoipient acknowledges and agreea that the Recipient Represen~ativeB will receive 
the Information soleLy in connection with the CCAA Proceedings and the Claims filed by 
them or on their behalf In the CCAA Proceedings (the "Permitted Use"). The Recipient 
Representatives shall acoept and hold such Information in strict confidence in accordance 
with the terms and provisions contained herein, The Information shall not be used in 
oonnection with any litigation, administrative or other action or any other proceedins 
against Sino-Forest 01' Its affIllates, associates, or current or former direotors, officers, 
employees, agents 01' representatives. 

5. Nothing in this Agreement constitutes a waiver 01' l'estrictioll of any rights at law to 
separately oompel production or disclosure of any infcrmation as part of any legal 
prooeeding or the use of such information so sepnrately compelled or disclosed as 
permitted by the rules of civil procedure 01' applicable law, 
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6, The Recipient represents and WllI'rants to Sillo Forest that it has the capacity and authority 
to enter into this Agreement, 

CONf!DENTIALITY 

7, Except as expressly permitted herein, the Information shall be kept confidential and the 
Reoipient Representatives shall not: 

&, 

(a) disclose any of the Information to any other person in any manner whatsoever 
anywhere in the world, including, without limitation, in the People's Republic of 
China, Hong Kong, Canada, the British Virgin lslands, the Cayman Islands, 
Barbados or the United States of America; 

(b) pel'mit any other person to have access to any of such Information; or 

(c) use or perlnit any person to use any of suoh Information fo!' any purpose other 
than the Pelmitted Use, 

unless in each such case (i) Sino"Forest has provided prior written consent for any such 
disclosure, access or use, or (i1) such person has exeouted with Sino"Forest II 

confidentiality agreement acceptable to Sino-110reat in respeotthereof, 

Except as otherwise expressly provided for herein, the Recipient may transmit the 
Information to, and only to. Recipient Representatives, but only to the extent that the 
Reoipient Representatives need to know such Information, for the sole purpose of the 
Pelmitted Use !lnd only to the extent that any agents, representatives or advisors of the 
Rooipient 10 which such Information is transmitted have either eJrecuted a form of 
confidentiality agt'eement acceptable to Sino-Forest 01' have agreed in Wilting to Sino" 
Forest to be bound by this Agreement and to be responsible for any hreach of their 
obligations ihel'eunder or hereunder (which such agreement may bc evidenced by 
exoouting this Agfeement as a Recipient Representative), With respect to any of the 
Reoipient Representatives who have not exeeuted their own confidentiality agreements 
directly with Sino"Forest, the. Recipient shall notify such Recipient Representatives in 
writing of the obligation to proteot the confidentiality of the Jnformation and the othel' 
obligations hereunder, and shall require such Recipient Repl'esentat!ves to use the same 
degree of care as is used with their own confidential information, which. shWl not be less 
than reasonable care, The Recipient shall be responsible for any bl'each of the obligations 
hereunder by it or by any of the Recipient Representatives who have nol executed their 
own confidentialiiy agl'eements directly with Sino" Forest, 

9, During the term of this Agreement as provided by section 16, and except as otherwise 
expre.~sly provided herein, the Recipient covenants and agrees with Sino-Forest that the 
Recipient shall not directly or Indireotly, either alone or in conjunction with any person, 
whether as pdnclpul, agent, shnt'eholder, officer, director, consuitant, manager, owner, 
palmer, limited partner, joint ventol'el', employee, trustee or In any other capacity 
whatsoever, and except as is agreed to in writing by Sino-Forest: 

(n) \lse the Information for any purpose othor than the Pelmitted Use; or 
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(b) make any public announcement or disclosure of or with respect to the 
Information. 

10. The Recipient acknowledges and agrees that access by it or any Recipient Representative 
to the Information may provide the Reoipient Repl'esentatlves with material information 
conceming Sino-Forest which has not been publioly disclosed. Accordingly, the 
Recipient Representatives may be subject to applioable secudties or other laws that 
would resldet their ability to disclose the lnfo!mation to other persons or trade in any of 
Sino-Fotest's sec\ll'itles. The Reoiplent acknowledges and agree that it is aWIIl'e of such 
laws. 

STORAGE AND RETURN 

11. The Recipient Representatives shall store all Information in a propel' and seoure manner. 
Upon termination of this Agreement, the Reoipient Representatives shaU, promptly upon 
written request from Sino-Forest, rcturn or destroy all of the Information. Such return or 
destt'Uction, however, does not abrogate or diminish the continuing obligations of the 
Recipient Representatives undel' this Agreement, 

NO QJlLIGATION TO PRO\TlPE INFORMATION 

12, Itis understood and agreed that this Agreement does not obiigElte Sino-Forest to provide 
any Information to any of the Recipient Representatives. 

ADSE~CE OF REPRESENTATIONS OR WARRANTIES 

13. The Recipient lIolmowledges and agrees that: 

(a) neither Sino"Forest nor the Sino-Forest Representatives are mnking any 
representation or warranty, express or implied, as to the accuracy or completeness 
of any Info!'mation disclos"d to any of the Recipient Representatives and that 
SinO-Forest on behalf of itself and the Sino-Fol'ost Repl'esentative.~, expressly 
disclaims any liability to the any of the Recipient Representatives resulting from 
any reliance upon 01' use of Ilny of the Information by any of the Recipient 
Representatives, whioh disolalmer is hereby accepted by the Recipient on its own 
behalf and on behalf of each and every Recipient Repl'esentatlve; 

(b) the Information may include certain assumptions, statements, estimates find 
projections with respect to the anticipated future performance of Sino-Forest's 
business or Sino-Forest or with respect to particuJlIl' aspects of Sino-Forest's 
business or Sino-Forest; 

(c) neither Sino-Forest nor the Sino-Forest Representatives make any representation 
or warranty as to the aCCUl'acy or reasonableness of such assumptions, statements, 
estimates or projections; 

(d) neither Sino-Forest 1lOr the Sino-Forest Representatives will have any liabiilty to 
any of the RecIpient Representatives in any way pertaining to the Information, 
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inoluding without limitation any reliance upon 01' use of any of the InfOimation by 
or on behalf of any of the Recipient Representatives; and 

( e) Sino-Forest has executed this Agreement on its own behalf and on behalf of the 
Sino-Forest Representatives, inoluding, without lhnitation, Sino-Foreses affiliates, 
wherever incorporated, and that all such Sino-Forest Representatives shall be 
entitled to enforce this agreement either direotly or through Sino-Forest acting as 
their agent and attorney, 

provided, for gI.'emer certainty that nothing in this section 13 shall affect any rights Of 

causes of action that any person may have in relation to Information disclosed prior to the 
date of this Agreement, insofar as such rights or causes of action are independent from 
and not related to the provision of materials and information pursuant to this Agreement. 

lNJUNCTMRELIEF 

14, The Recipient further acknowledges and agrees that: 

(a) a breach of this Agreement may result In material, dil'ect and consequential 
damages to Sino-Fares!; 

(b) Sino-Forest would not have an adequate remedy at lnw and would be harmed 
i1'l'eparably in the event that any of the provisions of this Agreement were not 
performed in accordance with their specific terms or were otherwise breached; 

(c) Sino-Forest will be entitled, without proof of actUal damages, to injunctive or 
other equitable relief to prevent any breach 01' ful'thel' hreach of this A~eement 
and to enforce specifically the terms and provisions hereof, all in addition to any 
othel' remedy to which Sino-Forest may be entitled at law; and 

(d) in the event of a breach of this Agreement, the Recipient hereby irrevocably 
consents to the grant of any such equitable relief, 

NOTICES 

15, Any demand, notice or other communication to be given in connection with this 
Agreement must be. given in writing by personal delivery and electronic mail, 01' by 
transmittal by eleotronic mall and fax addl'llssed to the reoipient ea follows: 

(a) if to Sino-Forest: 

Sino-Forest Corporation 
Room 3815-29 381F, Sun Hung Kai Centre, 
30 Harbour Road. Wanehai, Hong Kong 

Attention: 
Fax: 
Email: 

WSLoRllt\OS92S0\00001\~046869vl 
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(b) 

with a copy to: 

Bonnett Jones LLP 
1 FIrst Canadian Place 
Suite 3400 
Toronto, Ontario M5X lA4 

-6-

Attention: 
Fax: 

Robert W. Staley and Kevin J. Zyoh 
(416) 863 1716 

Email: staloyr@benne~ones.com / zychk@bennettjones.oom 

If to the Recipient: , . IYI /"~ I LI) $ e(.}~1 $ 

Name: '"Pallib Q,(.(tttJ"1' (UJ/Zff t> t PI 

I.~ 1l4-" 1- ) C4A~=" "o~" ';l6[}o) u,.v:w-J, t>tSt4-14<3 
Address: -C$ Wwb'IUQ' "NK/sU', {' 

Fax: (PI'!) /,W- 7iJifS 

Email: 

With a copy to: 

or to such other address or fax number or individual as may be designated by notice given 
by one party to the other. Any communication given by personal delivery will be 
conclusively deemed to have been given on the day of actual delivery to the recipient and 
any party l'eCjuJred to be oopied and, if given by email or fax, on the day of transmittal if 
transmitted prior to 5:00 p.m. (Toronto time) on a busine.~s day, 01' tho next business day 
Iftransmitled after 5;00 p.m. Service upon Bennett Jones LLP shall not constitute service 
01' notice of any document to Sino-Forest. 

TERM AND TERMINATION 

16. This Agreement shall become effective as of the date first wl'ltten above. This 
Agreement shall terminate upon tho earliest of. (I) the date that is ten years after the 
effective d&te of this Agreement; (Ii) the pUblic disclosure by Sino-Fmest of all materiru 
non-public information reoeived by the Recipient Representatives; (iii) upon the date of 
an order of a court of competent jurisdiotion terminating this Agreement; or (Iv) as may 
be othelwise muturuiy agreeq in writing by the Parties. 

17. Except as otherwise speoifically appl'oved by Sino-Forest, during the pel'lod commencing 
on the date of this Agreement and terminating only in the event of the issuance of an 
OI'del' of a court of competent jurisdiction or as otherwise muturuly agreed to in writing by 
the Pmties, none of the Recipient Representatives shaU, directly or indirectly make or 
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participate in any solicitation of proxies from Sino-Forest's security holders based upon 
any Inful'lIlfttlon disclosed to any of the Recipient Representatives, 

NQWAMR 

18, No failure or delay by Sino-Forest in exercising My right, power or privilege under this 
Agreement, or My single or pa111al exercise thereof. shall operate as II waiver or preclude 
any other 'or future exeroise of any right, power or privilege hel'eunder, 

NON-ASSIGNMENT AN» !lliUREMENT 

19, The Recipient may not assign this Agreement or any of their rights 01' obligations 
hereunder, Subject to the foregoing, this Agreement shall benefit and be binding upon 
the Parties and their respective successors, 

Jil.!'lTJIW 4QRllEMENT 

20, This Agreement contains the entire understanding of the Parties with respect to the 
subject matter contained herein and supersedes all prior agreements and understandings 
between the Parties with respect to such subject matter, TWs Agreement may be 
lUl1ended only by written Insu'ument duly exeouted by the Parties, 

GOVERNING LAW 

21. This Agreement shall be governed by and construed in aocordance with the laws of -the 
Province ofOntarlo and the laws ofCan~da applicable therein, 

~BMJSSION TO .JUJ'uSDICTlON lJURY TRIAL WAIVER 

22. Each Party irrevocably submits to the non-exclusive jurisdiction of the courts of 
competent jurisdiction in the Provinot) of Ontario in respeot of any action or proceeding 
relating in any way to the Parties' obligations under this Agreement (but not othel'Wise) 
(an "Agreement Action"), Each Party consents to an Agreement Action being tried in 
Toronto lUId, in particular, being placed on the Commercial List of the Ontario Superior 
Court of Justice, The Parties shall not raise any objection to the venue of lUI Agreement 
Action in any such court, including the objection (llat the Agreement Action bas been 
brought in an inconvenient forum, A fmal judgement or order in lin Agreement Action 
may be enforced in other jurisdictions (including, without limitation, in the People's 
Republic of China, Hong Kong, the British Virgin Islands, the CaymlUl Islands, Barbados 
and the United States of Amerioa and lUIy province, sMe or terl'itory of any of the 
foregoing) by suit on the judgment or in any other manner specified by law lUId shall not 
be re·litigated on the merits, The Parties waive any right to trIal by jUi'y in lUI Agreement 
Action, whether sounding in contraot, tort or otherwise, Any Party may file a copy of 
this paragraph with any such comt as written evidence of the knowing, voluntary lUId 
bargained for agreement between the Parties in'Cvocably to waive trial by jury in respect 
of an Agreement Action, and that any such Agreement Action shall instead be tried by a 
judge 01' judges sitting without ajul'Y, 
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MAIN'l,'JkNANCE OF PRIVILEGE 

23. The Recipient acknowledges that certain of the Information to whioh the Recipient 
Representatives may be given access pursuant to this Agreement is infol'll1ation to which 
privilege may attaoh (colleotively, "Privileged Information"). The Recipient 
acknowledges and agrees that aocess to any Pdvileged Information is being pl'ovided 
solely for the purposes set out in this Agl'eement and that such access is not intended and 
should not be interpreted as a waiver of any privilege in respect of Privileged Information 
or of any light to assert or clahn priv!lege in respeot of Privileged Information. To the 
extent that there is any waiver of privilege, it is intended to be a limited waiver in favour 
of the Recipient, solely for the purposes and on the terms set out in this Agreement and 
will not constitute a waiver of any other type of privilege or for any other purpose. The 
Reoipient shall, at the request and at the expense of Sino.Forest, .cooperate in any claim 
by Sino·Forest to"llssert privilege in respect of Privileged Information. 

RESTRICTIONS ON COMMUNICATIONS 

24. The Recipient acknowledges and agrees that Bennett Jones LLP ("Bennett") and FTI 
COllSulting Canada Inc., as the Court Appointed Monitor of Sino-Forest Corporation (the 
"Monitor") shall co-ordinate the Recipient Representatives' aCcess to Infol'll1ation and the 
Recipient agrees that (i) requests for any additional Information, and (it) discussions or 
questions regarding access to Information and data room procedures shail, in each case, 
be direoted by the Reoipient Representatives exolusively to both BeIrne!! and the Monitor. 
The Recipient agrees that, except as set out above in this section 24 01' otherwise agreed 
to in writing by Sino·Forest, no Recipient Representative shall contact, meet with,
request Information from 01' communicate with any Sino-Forest Representatives wlfu u 
view-to disoussing in any manner the Information. 

COVNTIIRPARTS 

:25. This Agreement may be executed and delivered in any number of oounterparts and by 
facsimile or PDF, each of which shall be de~med to be an odglnal, and ail such Tespeotive 
counterparts shall together constitute one and the same instnnnellt. 

The remainder of this page Is Infentlonally left blank and the execlltion page follows. 
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IN WITNESS WHEREOF the Parties have mutually agreed to all of the terms lll1d conditions 
herein as ofthe date fit'st set out above, 

SIN07FOREST CORPORATION, on its 
own behalf and on behalf of its affiliates 

By: ------------------Name: 
Title: 

NAME OF RECIPlENT: 

AGREEMENT OF RECIPIENT REPRESENTATIVE TO BE BOUND: 

The undersigned ncImowledges lll1d agrees that it is a Recipient Representative lind, for good and 
valuable consideration, the receipt and sufficiency of which are hereby acknowledged by the 
undersigned, the undersigned agrees to be bound by all terms and conditions of this Agreement 

NAME OF RECIPIENT REPRESENTATIVE: 

By: 
~--~------------Name: 
Title: 
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Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST    

THE HONOURABLE MR.   )   WEDNESDAY, THE 10th  
      ) 
JUSTICE MORAWETZ   )   DAY OF OCTOBER, 2012 

 

IN THE MATTER OF THE COMPANIES’ CREDITORS 
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 

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

 

ORDER 
 

THIS MOTION, made by Sino-Forest Corporation ("SFC") for the relief set out in 

SFC's notice of motion dated September 28, 2012 was heard this day at 330 University Avenue, 

Toronto, Ontario. 

ON READING the affidavit of W. Judson Martin sworn October 3, 2012 (the "Martin 

Affidavit") and the Exhibits thereto and the Ninth Report of the Monitor and on hearing 

submissions of counsel for SFC, the Monitor, the board of directors of SFC, the Ad Hoc 

Noteholders and those other parties present;  

SERVICE 

1. THIS COURT ORDERS that the time for the service of the Notice of Motion, the Ninth 

Report of the Monitor and the Motion Record is hereby abridged so that this Motion is properly 

returnable today and hereby dispenses with further service thereof. 

2. THIS COURT ORDERS that capitalized terms used herein and not otherwise defined 

shall have the meaning given to them in the Martin Affidavit. 
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EXTENSION OF THE STAY PERIOD 

3. THIS COURT ORDERS that the Stay Period (as defined in the Initial Order) be and is 

hereby extended to December 3, 2012. 

FOREIGN PROCEEDINGS 

4. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regulatory or administrative body having jurisdiction in Canada, the United States, Barbados, the 

British Virgin Islands, Cayman Islands, Hong Kong, the People's Republic of China or in any 

other foreign jurisdiction, to give effect to this Order and to assist the Applicant, the Monitor and 

their respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory 

and administrative bodies are hereby respectfully requested to make such orders and to provide 

such assistance to the Applicant and to the Monitor, as an officer of this Court, as may be 

necessary or desirable to give effect to this Order, to grant representative status to the Monitor in 

any foreign proceeding, or to assist the Applicant and the Monitor and their respective agents in 

carrying out the terms of this Order. 

5. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is 

hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative 

body, wherever located, for the recognition of this Order and for assistance in carrying out the 

terms of this Order and any other Order issued in these proceedings. 
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.c. 1985, c. C-36, AS AMENDED AND IN THE 
MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

Proceedings commenced in Toronto 

ORDER 

BENNETT JONES LLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5X lA4 

Robert W. Staley (LSUC #271151) 
Kevin Zych (LSUC #33129T) 
Derek 1. Bell (LSUC #434201) 
Raj Sahni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED AND IN THE 
MATTER OF A PLAN OR COMPROMISE OR ARRANGEMENT OF SINO-FOREST CORPORATION 

Court File No. CV-12-9667-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

Proceedings commenced in Toronto 

MOTION RECORD 
(Motions Retnrnable October 9-10, 2012) 

BENNETT JONES LLP 
One First Canadian Place 
Suite 3400, P.O. Box 130 
Toronto, Ontario 
M5X IA4 

Robert W. Staley (LSUC #271151) 
Kevin Zych (LSUC #33129T) 
Derek J. Bell (LSUC #434201) 
Raj Sahni (LSUC #42942U) 
Jonathan Bell (LSUC #55457P) 
Tel: 416-863-1200 
Fax: 416-863-1716 

Lawyers for the Applicant 
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