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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

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

2012 (the "Initial Order™)) to December 3, 2012,



(c)

2

-2

Such further and other relief as counsel may request and this Honourable Court

deems just.

THE GROUNDS FOR THE MOTION ARE:

BACKGROUND

a)

b)

d)

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 FT1 Consulting Canada Inc. as the Monitor in the CCAA

proceedings;

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 fo

do all things reasonably necessary to perform their obligations thereunder;

On May 31, 2012, this Honourable Court extended the CCAA Stay {o September

28,2012;

On September 28, 2012, this Honourable Courf extended the CCAA Stay to

October 11, 2012;



EVENTSSINCE 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;

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

towards implementing the Plan;

MISCELLANEOQOUS

h) The provisions of the CCAA,; and

) 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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-4 -
d) Such further or other material as counsel may advise and this Honourable Court
may permit.
September 28, 2012 BENNETT JONES LLP
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Tel: 416-863-1200

Fax: 416-863-1716
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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 OF SINO-FOREST CORPORATION

AFFIDAVIT OF W. JUDSON MARTIN
(Motions Returnable October 9-10, 2012)
(Sworn October 3, 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").
| 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 I

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-11-
431153CP and the plaintiffs in the proposed Quebec class action bearing court file number 200-

06-0001320111 (the "Class Action Plaintiffs") seeking an order (i) lifting the stay of proceedings



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



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 Securities 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 Act.

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.



11.  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. Tn 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.

15. 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. 1 understand that the Monitotr's Ninth Report, which will be filed with this Honourable

Court in connection with SFC's motion, will 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 certification 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 efforts. 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, 2012. 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 participated
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 this

Honourable Court 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.
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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. 1 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 reported, 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 efforts 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.

SWORN BEFORE ME at the City of Hong )
Kong, Special Administrative Region, )
People's Republic of China, this 3 day of )
October, 2012 )

)

D=

e
W. Judson Martin

A Commissioner of Qaths

Denne T, PELL
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Court File No,

ONTARIOQ
SUPERIOR COURT OF JUSTICE.
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R,8.C, 1985, ¢, 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 em the Vice-Chairman and Chief Executlve Officer of Sing-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 1

believe such information to be true,

2. This afﬂdavi_t is sworn in support of an application by SFC for an initial order (the "Initial
Order") pursuant to the Companies’ Creditors Arrangement Act (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 SHC's senior management team and, where necessary, members

of the senlor management teams of certain of SFC's subsidiaries,



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

awhole (but, for greator certainty, do not inchude the Greenheart 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
standihg 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, primarily 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. OnJune 2, 2011, Muddy Waters, LLC ("Muddy Waters"), which held a short position on
SFC's shares, published a report (the "MW Report") 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 cavsing substantial damage to SFC, ifs business, and

future prospects for viability, As part of the fallout from the MW Report, (i) SFC now finds

17



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
(ili) 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 enforcement of approximately $1.8

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

10, Following extengive discussions with an ad hoe committee of noteholders (the "Ad Hoc
Noteholders"), holders of a mgjority in principal amount of SFC's senior notes agroed to waive
the default artsing from SFC's failure fo release the Q3 Results on a timely basis, on certain
terms and conditions that were set Torth in waiver agreements between cettain of the noteholders
and SFC, which were made publicly available on January 12, 2012 and are attached as Exhibit

MA!I‘

11, While the waiver agreements prevented the indenture trustees under the relevani note
indentures from accelerating and enforcing the note indebtedness as a result of SFC's failure to
file its Q3 Results, those walver agreements will expite on the earlier of April 30, 2012 and any
earlier tetmination of the waiver agreements in accordance with their terms, In addition, SFC's
pending fa_ilure to file its audited financial statements for its fiscal year ended December 31,

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

18



to acceletate and enforce the bond indebiedness, creating additional uncertainty around Sino-

Forest's business,

12, SFC has made considerable efforts to address issues identified by SFC's Audit Commitiee
and the IC and by its external auditor, Ernst & Young LLP, as requiring resotution in order for

SFC to be in a position to obfain 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 satisfa(;ﬁon of 8FC's auditor or cannot be resolved within a {imeframe that would protect and
presetyve the value of the business, and that would allow SFC fo comply with its obligations
under its note indentures, Therefore, absent a resolution with the not‘eholder.s, 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 Hoe Noteholders,
the parties agreed on the framework for a consensuval 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, 1 fully expect that noteholders helding 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 arrangement or
compromise (the "Plan") on the terms set out in the Support Agreement in order fo implement
the agreed-upon restructuring transaction as part of this CCAA proceeding which would, among

other things, (i) see SFC's business operations conveyed to, and revitalized under, a new entity to

19



be owned primarily by the noteholders ("SE Newco"), (ii) provide stakeholders of SFC with
claims ranking behind the noteholders (the "Junior Constituents") with certain participation
rights in SF Newco, and (iil) create (and provide funding for) a framework for the prosecution of
certain litigation claims for the benefit of certain 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 of the 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 monitot, and have been 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 nofeholders may not be paid in full) as an allernative to the SF Newco restructuring

transaction between SFC and its noteholders, described above,

18, A redacled copy of the Support Agreement (redacted to preserve confidentiality of the
partles only) is attached as Exhibit "B" and will be posted on SEDAR and the proposed

monitor’s website at http://cfeanada, fticonsulting, com/sfe,

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 Hong 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-
Forest's business has been severely curtailed, and Sino-Forest's ability to grow its business has
been severely reduced, Therefore, SFC 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 iis
stakeholders, Further, although the PRC government has been generally cooperative and
encouraging of Sino-Forest to date, it has expressed increasing concern as to the fufure of Sino-
Forest in the PRC, As discussed below, the ongoing support and relationship with the PRC

government (on all levels) is crucial to Sino-Forest’s operations,

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

21

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

in Hong Kong for the imporied log trading business, (il} 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) recelving increasing demands on their accounts payable. 1 believe
that, if Sino-Forest's business is {o be saved in a manner beneficial to SFC's stakeholders, it is
impezsative that SFC take steps to demonstrate that Sino-Forest's business is being separated from

the uncertainty created by the MW Report.

22, Accordingly, and for the reasons set out herein, the commencement of a resructuring and
the Sale Process is urgently required and should be pursved 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 of Trizec, 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 of directors,

26. In 1999, I was appointed Senior Executive Vice President and Chief Financial Officer of
Alliance Atlantis Communications Inc, ("Alllance 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

thereafier acied as a consultant to Alliance Atlantis until 2007,

27, 1 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 2007, a position T 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 Greenheart in August 2010, I became the CEQ and an Executive Director of
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Greenheart and in 2011 was appointed Chairman of Greenhearl, On August 26, 2011, | was
appointed as CEQ of SFC, I have lived and worked out of Hong Kong since becoming an

employee of SFC in 2010,

1L, 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 articles of amendment filed on
July 20, 1995 and May 20, 1999 {o effect certain changes in the provisions attaching to SFC's

class A subordinate-voting shares and SFC's class B multiple~-voting shares,

29, OnJune 25, 2002, S¥C filed articles of continuance to continue under the Canada Business
Corporations Act (the "CBCA"), On June 22, 2004, SFC filed articles of amendment whereby
its class A subordinate-voting shares were reclassified as eommon 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, coples of all SFC financial statements prepared during the
year preceding the application for the Initial Order are aftached as Bxhibit "D, In considering
these ﬁnan_cia] statements, the Court should be aware that SFC cautloned in a January 10, 2012
press release, a copy of which is attached as Bxhibit "I, that its historic financial statements
(upon which portions of this affidavit are based) and related audit reports should not be relied

upon. The circumstances giving rise¢ to the press release are discussed below,
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31, Aftached as Exhibit "F" is a copy of the managemeni-prepared unaudited financial
statements for the third quarter of 2011, These statements have not been approved by SFC's
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 and quarterly financial staternents,

These finaneial 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 PRC, Us 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 approximately 788,700 heotares of forest plantations

under management, located primatily in the southern and eastern regiens of the PRC,

33, In addition, SFC holds an indirect majority interest in Greenheart, a Hong Kong listed
investrent holding company, which, together with its subsidiaries, as at March 31, 2011, owned
certain rights and managed approximately 312,000 hectares of hardwood forest concessions in
the Republic of Suriname ("Suriname™) and 11,000 hectares of a radiata pine plantation on

13,000 hectares of frechold land in New Zealand,

34, While Greenheart is an indirect subsidiary of SFC, it has its own disfinct operations and
financing arrangements and is not party to or a guarantor of the notes issued by SFC. Greenheart

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

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

Muddy Waters on June 2, 2011, discussed below, As such, the Greenheart Group 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 funding from SFC and couid be
negatively impacted if SFC's business ceases to operate as a going concern, This in turn ocould

negatively impact the value of SFC'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 Ontario, as do

three of its external directors,

37, SFC has issued four series of notes which have a combined prineipal 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 incorporated in the PRC), and the other two series of notes
are supported by guarantees from 60 of those same subsidiaries and share pledges from 10 of

thoge same subsidiaries,

38, Certain other Sino-Forest Companies have thelr own distinet banking facilities which are
not intended o 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 proc.eeding.

B, Corporate Structure
39. SFC is the sole shareholder of Sino-Panel Holdings Limited (incorporated in the BVI),
Sino-Global Holdings Ine, (incorporated in the BVI), Sino-Panel Corporation (incorporated in

Canada), Sino-Wood Partniers Limited (incorporated in Hong Kong), Sino-Capital Global Ine,
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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
subgidiaries, 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 12 branch companies), 58 BV 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

contain Sino-Forest branch companies),

C. Capital Structure

1. Equity
41, The avthorized 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. REach 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
distribution of net assets upon liquidation, dissolution or winding-up on an equal basis per share.
There are no pre-emptive, redemption, retraction, purchase or conversion rights atiaching to the

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

No preference shares have been ssued,

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" c_]ausc. ‘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 QOctober 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 of the relevant indenture is attached as Exhibit "T",
(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% per annum, These notes are supported
by guarantees from 64 subsidiaries of SFC, A copy of the relevant indenture is attached as

Exhibit "J",

27
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(c) 2014 Senior 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 annumn. 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 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 $3435
milon, These notes mature on August 1, 2013, and interest is payable semi-annually, an
February 1 and August 1, at a rate of 5% per annum, These notes are supported by guarantees

from 64 subsidiarles of SFC, A copy of the relevant indenture is attached as Exhibit "L",

49, In addition to the four serics 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 / Timber Rights in the PRC
50, There are four types of rights associated with plantations in the PRC, namely (i) plantation
land ownership, (ii) plantaﬁon land use rights, (iii) timber ownership, and (iv) timber use rights,

All of these are separate rights and can be scparately owned by different partics,

28
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51, Qenerally, private entetprises cannot own 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, forelgn 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 diiving forces behind Sino-Forest's complex business

models discussed below,

53, For its timber business in the PRC, Sino-Forest utilizes two models, one involving BVI
entities ("BVIs"), and the other involving subsidiaries incorporated in the PRC as wholly foreign

owned enterprises ("WFOEs"),

2, The BVI Model

54, Until 2004, due to resirictions on foreign companies cai'rying on business in the PRC, and
foreign ownership restrictions on land ownership and use rights, the BV structure was the model
primarily used by Sino-Forest for its forestry business in the PRC, Sino-Forest 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 timiber business, Of the 58, there are 20
involved in the BVI 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 stending timber
and, typically, land use rights from other suppliers or from original timber owners, such as

villagcré or cellectives, or from smaller aggregators, As non-PRC companies, the BVIs could

29
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not and did not acquire land use rights in the PRC, and instead only acquired the rights to timber

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

56, Due to restrictions under PRC laws, foreign companies are not permitted to oonduct
business in the PRC without business licenses granted by competent governmental authorities,
Therefore, the Sino-Forest BVI entities do not sell standing timber directly to customers. Instead,
for historical and commercial reasons, they conduct the sale of standing timber through
"authorized intermediaries" ("Als", which are also called "entrusied sales agents” in the BVI
model) pursuant to "entrusted sales agreements", The Als serve as Sino-Forest's customers under

the BVI model! of its standing timber business,

57. Pursvant to the entrusted sales agreements entered into with the Als, the Als are obliged to
deduct and remit all of the applicable taxes on behalf of Sino-Forest, Sino-Forest is net,
however, in a position to know whether or not the Als have in fact remitted applicable taxes on

behalf of Sine-Forest, ;

58, Asat June 30,2011, Sino-Forest therefore accumulated and recognized a provision, based
on a probability-weighted average of the amounts that the PRC tax authorities might seek to
recover under various scenarios, of $204,722,000 in its reported financial results to account for
this potential tax lability, The method used to calculate this provision is explained at note 18 of
SFC'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 SFC's

external auditors,

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

the PRC is strictly controlled through foreign exchange controls. As a result, the Sino-Forest

30



31

16

BV1 entities do not directly pay the suppliers or receive payments from the Als, Instead, they are
instructed to make set-off payments under which, pursuantrto the instructions of Sino-Forest, Als
directly or indirectly make payments directly or indirectly to Sino-Forest's suppliers for amounts
owed by Sino-Forest BV entities to those suppliers. As a result, no cash actually flows directly
through 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 ingome for Sino-Forest,
As at December 31, 2010, it accounted 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 92.6% of Sino-Forest's gross profits) for the year then ended,

61, The cashless nature of the BVI model means that Sine-Forest cannot obtain cagh from ifs
operations or monetize its assets without engaging in the complicated on-shoring process which
is discussed further below, Furthermore, 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 Minisiry of Commerce permitted foreign investors to
invest in PRC-incorporated trading companies and to participate in most areas of the commaodity
distribution indusiry, including the purchase of standing timber and land use rights throughout
the PRC. Prior to this time, WFOEs were prohibited from engaging in the commedity

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 BVI model),

64. Unlike BVIs, WFOEs can acquire land use rights or land leases as well as standing timber
rights, and can have bank accounts in the PRC, Because of the WFORBS' 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 direcily 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 BYI 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 WFOR 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 BVI parents,

4, On-shoring Plan
67, Given the inherent problems with the BVI structure and the relative advantages of the

WFOT strueture, Sino-Forest has explored various methods of migrating or "on-shoring" its BVI
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timber agsets into WFOE structures, The successful transition of assets from a BVI structure fo a
WFOR structure has many merits including, significantly, providing a foreign parent an ability to

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

68, The on-shoring proeess is expected to be a multi~year process due to (i} the volume of
assets that need to be moved into the WFOE muodel, (ii) the large number of different locations in
which Sino-Forest hag timber assets in the PRC, (iii) the lkely 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 frading 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 of the 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 structures: the BVI/AT legal structure

33
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and, to a lésser but growing extent, the WFOR legal structure, The planted plantations model is
operated exclusively through the WFOE legal structure, although the WFOEs themselves are
typically held indirectly through a BYT holding structure, Many foreign investors, including well
known multi-national companies, held their investments in the PRC in special purpose vehicles
established overseas in jurisdictions with a familiar end internationatly accepted system of
corporate governance, For example, over 75% of blue chip companies listed on the Hong Kong
Stock Bxchange (Hang Seng Index constituent stocks excluding the Finance Sub-Index) utilize

BVI holding structures, including for their investments in the PRC,

(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
collecti\}es or villages, not PRC state-owned land, When conducted through the BVI/AT legal
structure, of which 20 BVIs hold all of the BVI timber assets, the timber purchases are arranged

through suppliers,

74.  The BVI structure does not involve the BVIs concurrently purchasing land use rights or
leases with the purchase of standing timber, as the BVIs cannot legally acquire land use rights,
However, the BVIs' supply contracts typically contain g right of first refusal for the BYIs 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
Al (customer) who usually resells the standing timber to its own customers, The BVFs' timber
sales accounts receivables are settled by the Al making payments o suppliers (directly or
indirectly to other parties on their behalf} on behalf of Sino-Forest. The Al 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
BVIs to acquire further standing timber from suppliers, which is matured and later sold, All BVI
purchases are funded through the set-off mechanism using accounts receivable owed to Sino-

Forest, This is a recognized legal structure in the PRC.,

76, 'WFOKEs are also engaged in the purchase and sale of standing timber, When conducted
through a WFOQOE, purchases of standing timber are sometimes accompanied by concurrently
obtaining plantation land use rights or leases (which are purchased plantations), WFOE standing
timber fransactions do not involve payments by way of set-off. They are conducied on a ditect

fund transfer basis,

77, In both the BVI and WFOE structure, the purchase price of the trees takes into account a
varlety of facters such as the frees' specles, yleld, age, size, quality and location, OQther
considerations inciude soil and weather conditions for replanting, log prices, and regional market
location and demand, Sino-Forest does not typically need to conduct exiensive plantation
management work with rlespect to the trees growing on the purchased plantations, but does take

measures to ensure that the frees 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
governmeni has identified in its five year plans as being areas for future development, As a

resulf, physical access to the plantations {s often very challenging,

79, Asat Decembér 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 allows Sino-
Forest to ﬁuiok]y expand its plantation portfolio geographically, as well as its inventory of

harvestable fibre and 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 tand suitable for planting,
Sales from these planted plantations do not utilize the Al model but rather generally involve
direct fund transfers {o and ftom the 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 scedling 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 plantecli plantations consist primarily of eucaly-ptus trees, a fast-growing high
vielding species. According to the seventh five-year National Forest Inventory released by the
State Fbrestry Administration (2004 to 2008), it s estimated that the PRC has 195 million
heotares 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, Tﬁe PRC povernment 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 Key Elements of the
Policies in Forestry Industry" was jointly promulgated by seven ministries including the State
Forestry Adminisiration, National Development and Reform Commission, Ministry of Finance,
Ministry of Commerce, State Administration of Taxation, China Banking Regulatory
Comtnission and China Securilies Regulatory Commission to develop the non-state owned
plantation indusiry, 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
becavse it demonsirates 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 logs, sawn timber, vensers
and other wood-based products sourced from the PRC, Thailand, Suriname, Papua New Guinea,
Brazil, Vietnam, Russia and New Zealand, In these transactions, Sino-Forest purchases wood-
based products that correspond 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 PRC.

3. Manufacturing and Other Operationy

88, Sino-Torest currently has manufacturing operations in six provinces in the PRC that
produce various wood-based products. In addition, Sino-Forest has greenery and nursery
operations- based in Jianpsu Province, which were established to source, supply and manage

landscaping products for property developers and other organizations,

89, In order te maximize and increase the value of Sino-Forest's forestry products, Sino-Forest
has been investing in research and development ("R&D"). On January 12, 2010, Sino-Forest
announced its acquisition of HOMIX LIMITED ("HOWMIX") 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 PRC wood product
markets. HOMIX develops a number of new technologies suitable for domestic plantation logs
including poplar and cucalyptus species, HOMIX specializos in curing, drying and dyeing
methods for engineered-wood and has the know-how to produce recomposed wood produets and
laminated veneer lumber, Recomposed wood technology is considersd to be environmentally
friendly and versatile, as it uses fibre from forest plantations, recycled wood and/or wood

regidue,
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90, The goal of Sino-Forest's R&D efforts has been to improve tree plantation ylelds and the
quality of the trees grown on Sino-Forest's plantations, While performing R&D activities, Sino-
Forest from time to time collaborates with, and receives assistance from, research and academic
institutions in the PRC, Sino-Forest's R&D efforts are viewed very positively in the PRC as they
also demonstrate a long-term commitment to the forestry business in the PRC and can help

address the significant shortage of wood fibre in the PRC,

F, Sales

91, Substaniially all of Sino-Forest's sales are generated in the PRC, In the year ended
December 31, 2010, sales to customers in the PRC were $1,8723 billion and sales to customers
located in other couniries were $51.3 million., In the year ended December 31, 2010, sales to
customers in the PRC 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 PRC, These products are also sourced for Sino-
Forest trading activities from overseas, primarily from Thailand, Suriname, Papua New Guinea,
Brazil, Vietnam, Russia and New Zealand, The credit terms granted by suppliers of these
produoté 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 PRC,

93, As discussed above, the PRC 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 cutrently 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 Greenheart Group employs an additional approximately 273

employees,

I Asgsets & Liabilities

95, The unconsolidated book values of SFC's assets and liabilities as at June 30, 2011 are listed
below,! However, given that, as described below, SFC is in default under the notes and the
indenture trustees would be in a position o accelerate and enforee on the notes but for the waiver
agreements (subject fo sending the appropriate notices and the cure period expiring), 1 have
categorized the full amount of the notes (including the non-current portion and the derivative

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

Current Assots Current Liabilities
Cash and cash equivalents® $5,6746,040 Notes (current portion) $87,670,000
Prepayments’ $1,173,553 Notes* (non-current) $1,541,744 429
Other Receivablss® $188,575 Notes Derlvative Financlal Instrument $31,858,210
Dug from Intercompany® $109,813,620 Tracde Payable $2,202
Others Payable $231,723
Accrued Liabilitles $39,687,268
Due to Infercompany $1.818.313
Total Current Assets $116,851,788 Total Current Liabilities $1,703,012,145

! The chart only reflecis the assets and liabilities of 8FC, and therefore does nof accord with the consolidated
quarterly financial results for the second .quarter ended June 30, 2011,

* Mainly represents cash on hand, cash at bank and short-ferm deposits with a maturity of thres months or less.

* Mainly represents prepaid legal and professional fees and insurance,

* The Notes (current portion), Notes (non-current) and Notes Derivative Financial Instrument do not equate on this
balance sheet to approximately $1.8 bilon (the face value of the notes) due to the aocounting treatment of financing
costs and the carrying value of the convertible notes,

5 Meinly represents HST receivables, staff advances and deposits,

S Non-interest boaring with no fixed date of repayment,
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Nen-Current Assets Non-Current Liabilities
Property, Plant & Equipment’  $1,166
Investment in Subsidiaries’® $1,589,153,984 Intercompany Loans 235,000,00
Intercompany Loans® $1,582,781,672
Total Non-Current Assets $3,171,936,822 Total Non-Current Liabilities $235,000,000
Total Asset_s $3,288,518,610 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 of reasons, including the complexities agsociated 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 asscts_ 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 know whether or not the Als have 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 llabilities under PRC law arising from the operation of the
BVIs-could be significantly higher if responsible tax authorities take different views than that of

management in respect of 8 number of tax issues, including, without limitation, whether by their

7 Mainly represents office equipment.
® Historical cost for interests in subsidiaries.
? Interest bearing with defined terma of repayment date,
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operation the BVIs have formed an establishment in the PRC, whether value added tax is
payable, the likelihood 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 BVIs in
respect of their forestry assets in the PRC 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 fbr repatriation of funds by the BV s can be processed within the time limits preseribed

by law, or within a reasonable time thereafter,

99, As a result of Sino-Forest, among other things, operating in a critical natural resoutce
sector with insufficient supply in the PRC, investing in research and development initiatives in
the PRC, and employing a significant number qf people in the PRC, it has generally enjoyed
positive working relationships with all levels of government in the PRC, However, I believe that
if Sino-Forest were to cease operating under g business sfrategy that is consistent with and
supportive of PRC government policy, including its policy on sustainable forestry, for example,
investing in research and development ot 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 particularly true in respect of the BVI structure where,
among other things, the ability to access cash is further impaired and Sino-Forest {s not in a

position to know whether or not the Als have remitted applicable taxes on behalf of Sino-Forest.

g Importance of Relationships to Doing Business in the PRC

100, From my time with SFC I have come to understand the importance of relationships to
doing business in the PRC. This is particularly true in relation to those doing business in the

forestry sector,

101. The PRC has extensive resource needs, including in the forestry sector. Historically,
forestry resources in the PRC have been collectively owned at a local level, Foresiry resources
have largely been managed without the resources necessary to increase yields and allow for

harvesting at a commercial level from a western forestry perspective,

102, Part 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 béneﬁted from the application of
advanced silviculture techniques to those resources, Based on my interactions with PRC
government officials, I understand that the PRC government recognizes that for the industry to
mature, become efficient, and improve yields to reduce the fiber deficit, forest asset management

has to be consolidated,

103. A pgood relationship with the various levels of PRC government is imporiant to doing
business successfully in the PRC., Historically, Sino-Forest's relationships with these

govermnments have been important to Sino-Forest's suecess in the PRC, Loss of their support
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could, cortespondingly, have significant negative consequences for Sino-Forest, for its ability to
continue to de 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 continue fo be through Allen
Chan ("Cﬁan"). From my observations and experience, Chan has established significant
re]ationships‘ 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 relevant industry bodies,

105, Pollowing the MW Report, Chan was requested to meet with officials in the PRC State
Forestry Administration ("SFA"} and other senior officials on multiple oceasions in Beljing, 1

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

106, 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 expert in the
forestry indusiry, I therefore believe his continued participation will be extremely helpful in

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

107, Notv-;ithstanding the allegations in the MW Report (which have recelved widespread
coverage in the PRC and in Hong Kong), Chan has continued to be honoured within the PRC, In
November 2011, at the 2" China Forestry Expo, Chan was presenied an "Outstanding
Achievement" award from the China National Foresiry 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 of the 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
of the SFA and is chaired by the Winister 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 Peoble's University of China), one of the most prestigious universities in the PRC with a
distinet focus on humanities and social sciences, and highly regarded by top leaders in the PRC,
In addition, Chan is a member of the Jiangxi Commiitee 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 the CNFTF,

111, 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 or strictly controlled in many of the areas in which Sino-Forest does business,

112, The strategic significance attaching to Sino-Forest's foresiry assets in the PRC increases
the importance to SFC of maintaining positive relationships with authorities in the PRC, If Sino-
Forest is fo monetize its PRC based assets for the benefit of stakeholdets, I strongly believe that

the outcome of 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
the SFA 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 enjoved 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. Asa
result, not only do I believe that any solution needs to be acceptable fo the authorities in the PRC,

such solution needs to be presented in the very near future,

IV, THE MUDDY WATERS ALLEGATIONS: CHRONOLOGY AND RESPONSES
114, On June 2, 2011, Muddy Waters, which admiited to holding a short position on SFC's
shares, published the MW Report alleging, among other things, that Sino-Forest is a "near tofa)

fraud" and a "Ponzi scheme,"

‘115, ‘While the allegations contained in the MW Report are diverse and far-reaching, the 1C 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 (i) revenue

tecognition,

116. Ameong other things, the MW Report alleged that Sino-Forest does not hold the full amount
of .timber assets that it reports, that the timber agsets actually held by Sino-Forest have been
overstated, and that Sino-Forest overstated its revenue, In addition, the MW Report alleged that
Sino-Forest has engaged in unrepotted related-party transactions, A copy of the MW Report is
attached as Exhibit "M", Two subsequent reports by Muddy Waters relating fo 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, RCMTP and 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 turn 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 OSC 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, [ 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 carlier, 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. Iam 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
0OSC, including documents sourced from jurisdictions outside of the OSC's power to compel

production,

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

circumstances where OSC staff sought to examine Sino-Forest personnel resident in the PRC



33

{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 oxtensive inquiries, the most far-reaching coming from the
0SC, and has provided periodic oral briefings to OSC staff, The IC reports were provided to

OSC stall on 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 of the IC's investigation, the IC informed the Board that the review would
likely take at least two to three months to complete, On Awgust 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 "O",

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 information 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 information from regulatory scrutiny, BEach 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 Report was the result of the IC .andrits advisors assembling and
organizing significant data from Sino-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 lts First Interim Report, the IC's accounting 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-person/in-branch verification in the
PRC led the IC adyisors 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 expecied cash position in the PRC existed as at the date of confirmation,

129, The First Interim Report 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 Resulis"). 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. fo the atiention of the IC just under 60 documents, some of which raised potential
conduct issues and others of which raised questions as to whether Sino-Forest's relationships

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 documenis to OSC
staff, The IC's advisors and SFCls external counsel also provided oral briefings about the

interviews to O8C staff from August 24 to 26, 2011, as the interviews were being conducted.

133, BSeen in their proper context, and with the benefit of fuller explanations, ! believe that the
documents identified by the IC's advisors and provided to OSC staff at that time fall well short of

the misconduct alleged 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 employes 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 rﬁorning of Friday August 26, 2011, Toronto time (which was
Friday evening Hong Kong time) to hear reports about the interviews and about cammunications
between SFC and OSC staff, The Board was told that Chan had agreed 1o 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 Founding 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 learned of the cease trade order during the Board mesting that day, after Chan

tendered his resignation,

137, With the consent of SFC, the cease trade order was extended by subsequent orders 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 "Second Interim
Report", which is discussed below) and discussions 1 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
from 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 RCMP also 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 Boerd, 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 asseis, 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 for such assets as set out in the BVI and
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WFOE standing timber purchase contracts reviewed by the IC advisots, reconciled reported total

revenue 10 sales contracts, and addressed certain allegations regarding related-party fransactions,

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 coniractual or other rights to
approximately 81,3% of its disclosed purchased timber holdings by area. The IC reported that it
or lts advisors had reviewed originals or copies of purchase contracts for the aoquisition by Sino-

Forest of virtually all of its disclosed timber holdings as at December 31, 2010,

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

complete and that it expected fo deliver its final report prior to the end of 2011,

B. Failure to Release QO3 Results and Default Under the Notes

143, Subsequent fo 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, alse identified documents of a similar nature.
Further documents meriting comment and explanation were 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
SKFC should defer the relcase of the (3 Results until certain issues coi;ld be resolved to the
satisfaction of the Board and 8FC's auditor, The issues included (i) 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 (i) the satisfactory 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 OSC 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 "S", The executive 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 ongeing 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 releage stated that SFC

would try to release the Q3 Resulis within 30 days,

147, SFC's feilure to file the Q3 Results and provide a-copy of the 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 breach within 30 days in the case of the
senior notés, and 60 days in the case of the convertible notes, after having received written nefice
of such default from the relevant indenture trustee or the holders of 25% or more in aggregate

principal amount of a given series of notes,

148, While SFC worked diligenily to try to resolve the outstanding issues, 1t became clear that
SFC was not going to be able to release the Q3 Results within that 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 a;ble 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 inferest payment on SFC'3'2016 coﬁvertib]e notes that
was due on December 15, 2011, A copy of the December 12, 2011 press release is attached as

Exhibit "T".

150, As disclosed in the December 12, 2011 press release, the circumstances that caused SFC to
be unable fo release the Q3 Results also could impact SFC's historic financial staternents 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 cﬁre its default and malke 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, SFC announced that if had received written notices of default
dated Deeember 16, 2011, 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 fallure to release the Q3 Results on a timely basis, SFC reiterated in the
December 18, 2011 press refease 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 Speocial Restructuring Commiitee 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 mémbers 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
Committee 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 external auditors, on January 10, 2012, SFC issued a press
release cantioning that its historic financial statements and related audit reports should not be

relied upon, The January 10, 2012 press release s previously attached,

C, The Waiver Agreements

155, ‘On January 12, 2012, SFC announced that following extensive discussions with the Ad
Hoc Noteholders, 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 from SFC'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 walver 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 walver agreements prevented the indenture trustees under the relevant note

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

55



41

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, should
SFC fail to file its 2011 Results by March 30, 2012 (and upon the necessary notices being sent
and cure périods expiring), the indenture trustees would again be in a position to accelerate and

enforce.

D. The IC's Final Report and Verification of SFC's Assety

158. On January 31, 2012, SFC publicly released a redacted version of the final report of the IC

(the "Final Report™). A copy of the 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 resclution 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 Januvary 31, 2012 press release, attached as Exhibit "X", announcing the release of the
Final Report, SFC also disclosed the resuits 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 o address the issue raised in the Second Interim Report regarding the absence of
maps in the possession of SI'C'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 exercize was
confined to two compartments, The selection criteria limited the sample to purchased timber

assets located in Yunnan province, The candidate assets were acquired prior to the allegations in
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the MW Report, They were listed as being held by BVIs 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 sampling involved
personnel from Sino-Forest, Multiple county forestry bureaus were reprosented in the shortlist,
and the IC made the final selectlon of compariments 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 companics and made available to the consultants, Using the technigues described in the
Final Report, compartment boundaries were superimposed on recent high resolution satellite
imagery which allowed for the measurement of each compariment'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 ares of forest cover in each compartment was up fo
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, Whilé the consultant report and press release cautioned against extrapolation of these
findings over Sino-Forest's broader forestry assets, 1 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 malched the boundaries and

forest cover on the ground.
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164, Subsequent to fanuary 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 Aadit

165. SFC has worked diligently to address issues identified by SFC's Audit Committee, the IC
and by its external auditor, Ernst & Young LLP, as requiring resolution in order for SFC to be in
a position to cbtain an audit opinton in relation to the 2011 Results, 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, SFC's auditors, and/or by OSC staff,

167, The "relationship issues" described above are discussed extensively in the Second Interim
Report and in the Final Report of the IC, Relationship issues were prominent in the
approximately 60 documents provided to OSC staff on August 24, 2011, and relationships

continue fo be an issue that SFC has been unable to resolve,

168, As part of the IC's investigative 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 SFC's advisors, Over one million electronic records have been reviewed,
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169. The search of elecironic records and other inquitles have not produced evidence to support
the allegations made in the MW Report that Sino-Forest is a near total fraud or Ponzl scheme,
The searches and inquirles have produced some cvidence 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, in a few cases, whistleblower complaints in some
subsidiaries alleging misconduct by certain personnel in those subsidiaries appear not to have

been adequately investipated and addressed,

171, The record-keeping of SFC's subsidiaries 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 custorners (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 personnel.

172, In light of this heightened scrutiny, SFC's subsidlarles in the PRC do not have the scope of
books and records that might be used to definitively address some issucs raised by potentially
problematic email communications. The nature of SFC's BVT 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. Notwithstanding SFC's best efforts, many of these issues may not be capable of resolution,
and certainly not within a timeftame that would allow SFC to comply with its obligations under
its note indentures and securities Jaws, Consequently, absent a resolution with the noteholders,
the indenture trustees would be in & position to enforce their legal rights as carly as April 30,

2012,

174, However extenslve and challenging the work done to tespond 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 ac.tion in the immediate term, 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 allegations 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 sybstantial erosion of Sino-Forest's business,
The business in the PRC continues 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 SFC's stakeholders) to be

preserved,
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Y, IMPACT OF MUDDY WATERS ALLEGATIONS ON SINO-FOREST
A, Class Action Lawsuits

176, SFC and certain of its officers, directors and employees, along with SFC's current and
former auditors, technical 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 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 Januam; 6, 2012, Justice Perell
appointed Koskie Minsky LLP and Siskinds LLP as class counsel, As a result, Koskie Minsky
LLP and Siskinds LLP 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 Perell's January 6, 2012
Order, Koskie Minsky L1P and Siskinds 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 sult in the relevant note indentures,

which each contain 8 "no suits by helders" clause,

179, Parallel 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 Court of the State of New York, U,8.A, The complaint aileges 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 complainl, 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
investigatihg SFC and certain directors and officers thereof with respect to potential additional

class action lawsuits,

B. Effects of MW Report and Related Bvents

182. The allegations set forth in the MW Report, despite being denied by SFC, have had
catasirophic negative effects on the reputation and business of Sino-Forest. As a result, Sino~
Forest's ability to conduet 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, oollections 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 dewn on
standing timber purchases by WFOREs, of approximately $27 million, may be unrealizable due to
an inability to generaic cash to pay off outstanding payables under those contracts; offshore
banlcing 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 io 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 1o 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 atiractive
buying opportunities, Sino-Forest has therefore not grown its asset base as it would have but for

the MW Report,

185, Also, the Sino-Forest Compenies 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 WFOR 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

irading 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 lime that the Sino-Forest Companies are having a difficult time collecting
outstanding receivables, they are recelving increased demands-on their payables. Certain of Sino-
Forest's creditors in the PRC have taken aggressive collectlon tactics in the PRC, ingluding filing
court claims in an effort to be paid amounfs owed fo them by Sino-Forest, If the uncertainty
related to SFC is allowed to contlnue to affect Sino-Forest's business operations, Sino-Forest

expects increasing legal actions from other creditors,

187, Sino-Forest has not been able to secute 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 offshore banking facilities have been repaid and frozen, or cancelled, Since June 2, 2011, all
Hong Kong banks have asked for voluntary repayment of outstanding loans. Banking facilities
with a total credit amount of $67,9 million were terminated by four banks between June 10, 2011
and August 29, 2011, TFacilities 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 {ts cash deposits so as to demonstrate
financial strength, This has lead to substantial damage in Sino-Forest's operations, and affects
Sino-Forest's abilily 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 & contract

value of approximately RMB 1 billion, have been stopped or are ynable 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 Anging, 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

confracts,

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 indi.vidua]s 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 Common Shares and Credif Rating
191, Prior to the release of the MW Report on June 2, 2011, 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 to a low of CDN $1.29 for a total market capitalization of
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approximaiely CDN $300 million, As at August 25, 2011, the day prior to the OSC cease
trading SFC's common shares, its shares were trading at CDN $4.81 for a total 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 of SFC's common shares and notes, On June 30, 2011, Standard & Poor's Ratings
Serviceé 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 'enBB' from enBBB-~, On August 29,
2011, Standard & Poor downgraded to 'CCC-, then withdrew its ratings, Fitch Ratings withdrew
its Forelgn 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 corpora;te family and senlor unsecured debt ratingg of SFC to 'B1" from 'Ba2', On
August 29, 2011, Moody's downgraded to 'Caal’ from 'B1', and on December 14, 2011, Moody's

downgraded to 'Cal’ and withdrew its rating,

193, Sino-Torest's primary sources of funding have been short~term and long-term borrowings,
equity offorings and cash generated by operating actlvities, 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 {ime, including to refinance ifs notes.

V1, 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 traded with prior knowledge of the MW

Report, A copy of SFC's claim against Muddy Waters ef af is attached as Exhibit "BB",
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195, In this actlon, 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, 1f SFC is suooessfuliy
restructured as contemplated, it is anticipated that the action will be funded by the litigation trust
provided for in the Support Agreement described below, and tho benefits of the action will be

shared as contemplated by 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 terms and conditions of a going concern restructuring of SFC (the

"Restructuring Transaction™), A copy of the Support Agreement 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 cerfain

conditions,

198, From a commercial perspective, the Restructuring Transaction contemplated by the

Support Agréement 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 include
the entire substantive operations of the Sino-Forest Companies) to the noteholders in
compremise 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 if any person or group of persons will
purchase Sino-Forest's business operations pursuant to the Plan for an amount of
consideration acceptable to SFC and the noteholders, with the potential for excess

"above such amount being directed to Junior Constifuents, The Sale Process is
intended to ensure that SFC is pursuing all avenues to maximize value for its

stakeholders;

(c) _astructure (including funding) that will enable litigation claims to be pursued for the
benefit of SFC's stakeholders in accordance with the Support Agreement against a
number of potentlal 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 Support

Agroement.

199, The decision fo enter into the Support 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 restructure Sino-Forest, the PRC business operations will continue to
deteriorate. to the point that they will cease to be capable of being turned around, which will
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 (including customers, suppliers, employees and PRC governmental officials of all levels)
that the Sino-Forest business bullt up over the past 18 years is here to stay, I firmly believe that
the transactions which SFC proposes to initiate pursuant 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 Noieholders executed the Support Agreement on

the basis that a restructuring of SFC as proposed would be underiaken 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

pursued to preserve ifs enterprise value,

203, SFC has reached an agreement on a consensual restructuring transaction with the Ad Hoc
Noteholders, SFC is seeking a stay of proceedings under the CCAA in order to allow 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 business,
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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 Agreement 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
fo solicit qualified bids, A copy of the Sale Process Procedures is attached as Schedule I to the

Support Agreement,

70

205, I believe it is critically important that the Sale Process Order be granted at this time fora

variety of ‘reasons, First and most importantly, it is very important that SFC conclude a
testructuring by the end of the third fiscal quarter, The business of the Sino-Forest Companies is
scasonal, and the vast majority of transactions (both purchases and sales) typically occur in the
third and fourth quarters, All stakeholders will therefore be prejudiced if SFC cannot complete a
restructuring by the end of the third quarter, or soon thereaftor, 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, [ understand that in
other insolvency filings in Canada, sale processes have been done on much shorter timetables
than what SFC is proposing; however, | believe the proposed timetable is necessary and
appropriate in light of the specific circumstances. In fhet, given the critical timing of this process,
I am aware that Houlithan has already been in contact with parties who may be interested parties

in this Sale Process,



71

56

207, The assets being sold, especially given the allegations in the MW Report, are extremely
complex and are being offered for sale without current gudited 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, 1 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
bﬁyer 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 is a 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 fo object to the Sale

Process,

IX. SFCMEETS 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

province 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

CBCA. A copy of SFC's articles of continuance was previously attached,

B. 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. 1 am advised by Gary Solway of Bennett ones LLP, counsel to S8FC, that under section 2
of the Bankruptcy and Insolvency Act (and a similar definition exists under sections 192(2) and
208 of the CBCA), an insolvent person is one whose liabilities to ¢reditors exceeds CDN $1,000
and (i) is for any reason unable to meet his obligations as they generally become due, (ii) has
ceased paying his current obligations in the ordinary course of business 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 ‘leéal process, would not be sufficient to enable payment -of all

his obligations, dve and aceruing due,

215, As discussed herein, the holders of 8FC's senior notes entered into walver 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 ﬁny carlier 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 file its audited 2011 Results, As discussed in greater dotail herein, SFC will be unable to

cure such default in the immediate to near term (if ever),

216. But for the execytion 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 contiﬁue as a going COncern

and is thus insolvent,

X, RELIEF SOUGHT
A, Stay of Proceedings
217. 8FC needs a stay of proceedings to pursue and implement the Restructuring Transaction in
an attempt to complete a going concem restructuring of its businesses. In the interim, the class
actions lawsuits, as well as any other potential actions, need to be stayed so thaf the

Restructuring Committee can foeus 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 proceedings, and 1 believe that FTI is qualified and competent to so act,

219, ETI will be filing a pre-~filing report with the Court as prospective monitor in conjunction

with SFC's request for relief underthe CCAA.

C, Payments During CCAA Proceeding
220, During the course of this CCAA proceeding, SFC infends 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 fo the
Board, Houlihan, FTI Consulting (Hong Kong) Limited, counsel to the Ad Hoc Noteholders and
the financlal 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
tespect 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
continving participation of the proposed beneficiaries of the Administration Charge in order to
complete a successful restructuring, [ believe this Administration Charge is necessary to ensure

their continued participation.

223,  1do 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 poessible 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 expertise 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 potentlal 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 $10 million
and five separate excess insurance policies collectively providing CDN $45 million (the "2012
Insurance Policies"), for a tofal of CDN $55 million 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 aﬁer prior policies of insurance were not renewed following their expiry on December
31, 2011, by the insurers who had issued the policies (the "2011 Insurance Policies"), Although
coverage is being provided to SFC and certaln of its directors and officers under the 201]
Insurance Policies for claims that were advanced or threatened prior to the expiry of the 2011
Insurance Policies on December 31, 2011, those policies provide no coverage or protection fo
SFC or its officers and directors for new claims that are made after December 31, 2011 which are
based on new events or allegations unrelated to the subject rnatfer of the claims that have ah'eady

been advanced or threatened,

227, As was the case with the 2011 Insurance Policies, the 2012 Tnsurance Policies provide for
three types of coverage: (i) director and officer liability, (i) 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
partioular elaim, 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 or 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 commencement of these proceedings.

229, The Directors’ Charge is necessary so that SFC may benefit from its directors' experienee,
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 records of SFC, and to the best of my knowledge, there are no
secured creditors who are likely to be affected by the Adminigtration Charge or the Directors'

Charge,

K, Postponement of Annual Shareholders' Meeting

232, As previously mentioned, SFC is a public company under the CBCA, 1 am advised by
Gary Solway of Bennett Jones LLP, counsel to S8FC, that, as such, SFC is required, pursuant to
paragraph 133(1)(b) of the CBCA, to call an annual meecting of its shareholders by no later than
Tune 30, 2_012, 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, S¥C'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 Apreement,

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, SFC is required to place before the

annual meeting financial statements of SFC for a period ended not more than six months prior to
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the date of the annual meeting, SFC hag been unable to complete its financial statements for the

reasons already discussed.

236, 1 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 annval meeting, the incumbent

directors wil! 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
(htipr/fefeanada. fticonsulting.com/sfe),  Consequently, the failure to hold an annual general
meeting within the time prescribed by the CBCA will not deprive sharcholders of access to the

financial information of SFC that is publicly available from STFC,

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 secking in the Initial Order to have the Monitor authorized, as the foreign

78

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 United

States, -
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H, Financial Advisor Agreement

240, Tt became clear to SFC at the beginning of September 2011, that it would greatly benefit
from the expertise of a financial advisor, Accordingly, SFC invited four reputable global
financial advisory firms to make presentations for the role on or about September 14, 2011,
Houlihan 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 North American
and Asian markets, and its strong standing with the global noteholders community, especially

those event driven funds which customarily play a leadership role in these situations,

241. On or about 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, ameng 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 (ii) 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 approvals,

243, 1t is my belief that 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
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of SFC and its other advisors, Houlihan has greatly assisted SFC in its restructuring efforts o

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 & new financial advisor, it would likely take a significant period of time for such a
financial advisor to acquire e similar working knowledge of the business and would make it
extremely difficult, if not impossible, to implement the Restructuring Transaction in the currently
contemplafed fime frame, Thus, I belleve that the continued invo]verﬁent of Houlihan is

essential to the completion of the Restructuring Transaction.

245, Tt 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 transaction is completed and the quantum of those

fees is dependent on various factors intended to measure the suceess of the restructuring,

XI. 13 WEEK CASH FLOW FORECAST

246, As set out in the cash flow forecast attached as Exhibit "DD", 8FC'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 appreximately $67.8 millien available cash on hand,
SFC's cash flow forecast projects that, subject to obtaining the relief outlined herein, it will have

sufficient cash to Tund its projected operating costs for the next 13 weeks,
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XII. CONCLUSION
248, 1 am confident that granting the im’tial Order and Sale Process Order sought by SFC ig in

the best Interosts of SEC and ity steksholders, SFC requives the stay of proosedings to putsue
end implement the Resfmotuting Trensaction in an aftempt to complete a golng concern
restructuring of its businesses, The Ad Hoo Netehelders support this applicatlon and SFC's

pursuit of the Plan in this CCAA proceeding,

249, ‘Without the stay of proceedings and the opportunity to effect the Restructuring Transgction
(including the Sale Proceys), Sino-Forest fhoes a possible cessation of poing concem operations,
the liqﬁidation of itg assets, and the loss of employment for a signéﬂcant number of employess
worldwide, The granting of the requested atay of proceodings will asslet an orderly regtruoturing

of SEC,

SWORN BEFORE ME at the Clty of Hong )
Kong, Speclal Administrative Reglon, )
People's Republie of China, this 30th day of )
March, 2012 g

W, Judson Mavtin

o
%&J& p?\iﬂ-
LEL pords kin KNHDARIA

Solicler, Hong Kong SAR
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Court Bils NoC\V—19-Tb 4 2-00CL. |

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAYL LIST
) FRIDAY, THE 30"
)
JUSTICE MORAWETZ ) DAY OF MARCH, 2012

IN THE MATTER OF THE COMPANIES' CREDITORS

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

INTTIAL ORDER

THIS APPLICATION, made by Sino-Forest Corporation (the “Applisant™), pursuant fo
the Companies' Creditors Arrangement Aoty R,8.C, 19835, ¢, C-36, as amended (the “CCAA™)
was heard thig day at 330 Unlversity Avenuve, Toronto, Ontatlo,

ON READING the affidavit of W, Judson Martin sworn Marech 30, 2012 and the Bxhibity
thereto (the “Martln Affidavit’”) and the Pre-Filing Report of the Proposed Mondtor, FTI
Consulting Canada Ine, (“FTT?) (the “Monltor's Pre-Filing Report™), and on belng advised that
there are no weoured creditors who are Hkely o be effécted by the charges ereated hereln, and on
hearlng the submilzsions of counsel for the Applicant, the Applicant's directory, FTI, the ad Ao
commitiee of holdets of notes tssued by the Applicant (the “Ad Hoo Noteholders”™), and no one |
slpe appeasing for any other party, and on reading the consent of FT1 to act as the Monitor, '




SERVICE

1, THIS COURT ORDERS that the tlme for service of the Notles of Applleation, the
Applleation Record and the Monitor's Pre-Filing Report is hereby abridged and vaelidated so that
this Application g properly retumable today and hereby disponses with further service thereof,

APPLICATION

2 THIS -COURT QRDERS AND DECLARES that the Apploant is & compeny to which
the CCAA applies,

PLANOF ARRANGEMENT

3 THIS COURT ORDERS that the Applicant shall have the authorlly to file and may,
subject to further erder of this Coutt, flle wifh this Cowrt a plan of eompromige ot arrangement
(horelnafier referred to as the “Plan’),

4, "THIS COURT ORDERS thet the Applicant shell be entitled to seek any ancillery ot other
relief from this Court in respect of any of lts subsidiaties in comnection with the Plan or
otherwise in respect of these procesdings,

POSSESSION OF PROPERTY AND OPERATIONS

5, THIS COURT ORDERS that the Applicant shall remeln tn possession and control of its
eurront and foture agsets, undeltakings and properiles of every nature and kind whalscover, and
wherover sltuate inohuding all proceeds thareof (the *Propetty™), Subject to further Order of this
Court, the Applicent shall contlnue to ocsrry on business in & menner consistent with the
preservetion of its business (the "Businoss™) and Property, Tho Applicant shall be euthorlzed
and empowered fo oonfinue o retain and employ the employees, consultants, agents, sxpetts,
accountants, counsel and such othet petsons (collectively “Assistants”) ourrently reteined or
employed by it, with [iberty to retein such further Asslstants vs it desms reasonably necessary or
deslrable in the ordinary conrge of business or for the omrying eut of the terma of this Order,

8, THIS COURT ORDERS that the Applicant shall be entltled but not required 1o pay the
following expenses, whether ineuired priot to or after thls Order
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()

(b)

()

()

7

all -outstending and fuiure wages, salarles, employee and pension benefits, vecation
pay and expenses payable on or after the date of thiz Order, In each case incuired In
the ordinary course of business and consistent with exlsting compensation polioles
and arrengements,

the fees and dlsburasmenty of any Assistants retelned or employed by the Applicant
In regpect of these procsedings, at thelr standard rates and charges,

the fees and disbursemonts of the disestars and counsel to the directors, at thelr
standard rates and oherges; and

such other amounts as are set out in the March 29 Porecast (as defined In the
Menttor's Pre-Filing Report and aftached as Bxhibit "DDY to the Martin Affidavit),

THIS -COURT ORDERS that, except ag otherwlse provided to the contrary hereln, the

Applioant shall be entitlod but not required to pey all reasonable expenses fncumed by the
Applicant In catrying on tho Buslness in the ordinery course after this Order, and it carying out
the provisions ef this Order, which expenses ghell Inoluds, without Hmitation:

()

(b)

- 8,

sll expenses and capltal expondltures reasonably necessary for the prepervation of the
Property or the Business Includlng, without limbatlon, paymetts on account of

insurance (Including <directors and officers insurance), meintonance and seousity
servioes; and

payment for goods or servicas actually supplied to the Apploant following the date of
this Ordet,

THES COURT ORDERS that the Applicant shell remit, in accordance with legal

requirsments, or pay:

@

any statutory deemed trust amounts In favour of the Crown In right of Canade or of
anyy Province thereof or any ofher iaxatlon authorlty which are required to be
dedueted from employees’ wages, inoluding, without mitetion, amounts In vespect of

{1y employment Insurance, (i) Canada Pension Plan, (lil) Quebes Pension Plan, and
{1v) Income taxes;
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(®)  all goods and setvices or other applicable sales taxes (oollectively, “Sales Taxes™)
required to be remitled by the Applicant 1n connootlon with the sale of goods and
services by the Applleant, but only where such Sales Taxes ave socroed or collected
after the date of this Order, or where such Sales Taxes were acorued or collested prior
to the date of this Qrder but not required 1o be remmitted until on or afier the date of
fhig Order; and

(¢)  any amount payable to the Crown in right of Canade or of any Provines thersof or
any politleal subdivigion thereof or any other taxatlon guthority in respect of
munlolpal realty, municipal businesy or other texes, nssessments or levies of any
nature o1 kind which are entitied af law {0 be pald In pribrity to clalms of secured
ereditors and which are attilbutable to et In regpect of the carrylng on of the Business
by the Applivant,

9, THIS COURT ORDERS that until a rea] property lease lg disclalmed or vesillated In
accordance with the CCAA, the Applicant shall pay all amounts constliuting rent or payable as

rent under real property leases (including, for greater cettainty, common ares mainfenance -

charges, utllities and realty taxes and any other amounis payable to the landlord undst the lease)
or &8 otherwlse may be nogotlated between the Applleant and the landlord from 4ime to time
{(*Rent™), for the perlod commencing from and inoluding the date of this Order, twice-monthly In
equal payments on the flst and fifteenth day of each month, in advance (but not in amrears), On
the date of the fivst of such payments, any Rent relating to the perlod commencing fron and
lneluding the date of this Order shall also be paid,

10,  THIS COURT ORDERS that, except ag spocifioally permitted horein, the Applicant is

hereby dirgctod, unti] further Oedor of this Court: (a) to make no payments of principal, inferest

thereon or otherwise on account of amounts owlng by the Applicant to any of its orediters as of

this date; (b) to grant no seeurlty interests, ttust, Hens, cherges or enoumbrances upon of in
respeot of any of ity Property; and (o) to not grant oredit or Incur Habililles except In the ordinary
oourse of the Business,
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RESTRUCTURING

11, THIS COURT ORDERS that the Applicant ghall, subject fo such requirements as ate

imposed by the CCAA and such oovenants as may be contained in the Support Agreement (as
defined below), have the right to!

(8  permanently or temporartly cease, downsize or shut down any of its business or
© opergtions, and to dispose of rodundent or non-material assets not exoseding
US$500,000 in any one transaciion or USH1,000,000 in the aggrogate;

(b)  terminate the employment of such of Ity employees or temporarlly lay off sueh of Is
employees ag 1t dooms appropriate; and

(¢)  pursuenll evenves of tefinancing of its Business or Property, in whole or part, subject
to prior-approval of this Coutt belng oblalned before any materlal refinancing

all of the foregoing to permntt the Appllcent fo prooeed with an orderly regtructuring of the
Business,

12, THIS COURT ORDERS that the Applicant shall provide each of the relevant landlozds
with notles of the Applicant's Intentlon to remove any flxtures flom any leaged preimises at lenst
geven (7) daye prior to the date of the Intended vemovel, The relevant landlerd shall be entitled
to have 8 1'ep1'esenta.ﬂve progent in the leased promises to observe such temoval and, if the
landlotd disputes the Applicants entlilement to remove any sueh fixture undet the provistons of
the Joage, such fxture shall remain on the premises and shall be dealt with as agreed between any
appitoable secursd oredltors, such landlord and the Applicant, or by further Order of this Court
wpon applioation by the. Appileant on at least two (2) days notice to such landlord and any guch
soouted oredltors. If the Applloant disclalms or resilintes the loase governlng such feased
premises 1n uocordance with Sectlon 32 of the CCAA, it shall not be requived to pay Rent under
such lease pending resolution of any such digpute (other than Rent payable for the notice period

- provided for In Section 32(5) of the CCAA), and the disolalmer ov resiliation of the loase ghall be

without prejudios to the Applicant's clatm to the fixtures I dispute,

13, THIS COURT ORDERS that if a notloe of disolalmer or resilintlon Is delivered pursnant
to Seetlon 32 of the CCAA, then (a) durlng the notice period prior {0 the effocilve time of the
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dlsclalmer or rvesiliation, the landlord may show the affected leased premises to prospective
tenants durlng normal business hours, on giving the Applicant and the Monitor 24 howps' prior
written notios, and (b) at tho offective time of the disolalmer or resitiation, the relevant landlord
shall be entifled to take possession of any such leased premises without walver of or prefudioe to
any olalms or rights such landlord may have against the Applicant In respect of such lerss or
leased premises and such landlord shall be entitled to notify the Applicant of the basis on which
1t §s taking possession and to galn possession of and re-lease such leased premises to any third
party or parties on such terms ae suoh landlord considers advisable, provided that nothing hergln

shall relleve suol: landlord of lts obligatlon to mitigate any damages claimed in conhectlon
therewlth,

RESTRUCTURING SUPPORT AGREEMENT

14,  THIS COURT ORDERS that the.Applieant and the Monitor are aufhorzed and directed
to enpape tn the following proocsdures fo nolify notsholders of the restrusturing support
agreement dated as of March 30, 2012 (the "Suppert Agresment™) between, among othere, the
Applicant and oertaln neteholders (the "Initlal Consenting Noteholders"™), appended as Exhibif
"3 to the Martin Affidavit, (o enable any additlonal noteholders to egecuis 8 Joinder Agreement
In the form attached as Schedule "C" to the Support Agreement and o becoms bound {hereby as
Consenting Noteholders (as defined in the Support Agreemont):

(8)  the Monitor shall without delay post a copy of the Support Agreement on iis website
at bitp+//ofontiada. floorsulting,oom/sfe (the "Monttor's Webslte™); and

(b)  the notlce o be published by the Monitor pursuant to paragraph 51 of this Order shall
inchode e statement in form end substance uooeptable 1o the Applioant, the Monitor
and ooungel to the Ad Hoo Noteholders, each aeting teasonably, notifying noteholders
of the Support Agreement and of $he deadline of §:00 p,m, (Toronto {ime) on May 13,
2012 (the "Consent Date") by which any noteholder (other than an Inltisl Congentlng
Noteholder) who wighes to become entltled to the Early Consent Conglderation
puesuant to the Support Agreement (If such Barly Congent Constderation becomes
payeble prrauant 1o the terma thereof) must exeoute and veturn the Joinder Agreement
to the Applicant, and shell dlrect noteholdets to the Monttor's Wobslte where a ooﬁy
of the Support Agreement (including the Jolnder Agreement) can be obtalned,
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15,  THIS COURT ORDERS that any noteholder (other than an Initlal Consenilng
Noteholder) who wishes to become & Congenfing Noteholder and beoome entifled to the Early
Consent Conslderation (If sueh Early Consent Consideration beoomes payable pursuant to the
termy thereof, and subject to suok notsholder demensirating s holdings io fhe Monlior 1n
socordance with the Support Agreement) must exscute a Joinder Agreement and retuin it to the
Applicant and the Noteholder Advisors {as defined below) in accordance with the instructions set
out in the Support Agresment sudh that It is recelved by the Applicant and the Noteholder
Advisors priot to the Consent Deadline and, upon ao dolng, svch noteholder shall become a
Congenting Noteholder and shall be bound by the tetms of the Support Agreement,

16, THIS COURT QRDERS that as soon es practleable after the Consent Deadiine, the

Applicant shall provide to the Monttor coples of all executed Jolnder Agresments recetved from
noteholdera prior to the Consent Deadline,

NO PROCEEDINGS AGAINSYT THE APPLICANT OR THE PROPERTY

17, © THIS COURT ORDERS that until and inoluding April 29, 2012, ar such laterdate as this
Court mey ordse (the “Stay Period™), no proceeding or enforcement prooess In any coutt -or
tribunal (ench, » “Proceeding”) shell be commenced or continued agalnst or in respest of the
Applicant or the Monitor, or affeoling the Business or the Properly, except with the wiliten
consent of the Applleant and the Monitor, or with lsave of this Court, and sny and all
Prooeedings currently under way agalnst or in respeot of the Applicant or affseting the Business
or the Property are hereby steyoed and suspended pendlag further Quder of this Court,

18,  THIS COURT ORDERS that untl] and including the Stay Period, no Prooseding shall be
cominenced or continued by any noteholder, Indenture trustes or securlty trasteo (sach 10 fespeot
of thenotes Issued by the Appllvant, collsetively, the "Notsholders™) against or dn respect of any
of the Applicant's subsidiarfes ilsted on Schedule "A" (each & "Subsidiary Cuarantor', and
colleoilvely, the "Subsidiaty Guatantors™), except with the wrltten congent of the Applicant and
the Monitor, or with leave of this Court, and any and all Procoedings ourrently wnder way by a
Noteholder against or In respect of any Subsldlary Cuarantors ave hereby stayed and suspended
pending further Order of this Court.
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NO EXERCISE OF RIGHTS OR REMEDIXS

19, THIS COURT ORDERS that durlng the Stay Period, all rights and remedles of any
indlvidual, frm, corporation, governmental body or agonoy, ot any other enitles (all of the
foregotng, collectively being “Persons™ and each Deing & “Person™) agalnst or In respect of the
Applicant or the Monlor, or affscting tho Business or the Property, ate hereby stayed and
susponded and ghall not be commenoced, procesded with -or continued, except with the wittten
consent of the Applicant end the Monitor, or leave of thly Court, provided that nothing In this
Order shall (1) empower the Applloant 1o catry on any business which the Applisent 18 not
lawfully entitled to carry on, (1) affeot such investigations, acilons, sults or procecdings by a
regulatory body ag are permitted by Section 11,1 of the CCAA, (i) prevent the filing of any
registration to proserve op perfost g seourtty interest, (Iv) provent the registration of a ¢lalm for
lfon, or (v) provent the exerolse of any termination rghts of the Consenting Noteheldery under
the Support Agreement, '

20,  THIS COURT QORDERS thet dusing the Stay Perled, all tights snd semedies of the
Noteholders against or in respect of the Subsidiary Guarantors are hereby stayed and suspended
and shall not be commenced, proveeded with or oontiﬁued, except with the wiltten cotsent of the
Applicant and the Moenitor, or leave of this Court, provided that nothing in this Oxder shell (1)
empotver any Subsidiary Guarantor to carry on any buslness whieh syoh Subsidiary Guarentor i
not lawfully entltled to carry on, (i) affect such nvestigations, actlons, sulis or procesdings by a

regulatory body as are permitted by Seofion 11.1 of the CCAA, (iH) prevent the filing of any -

reglstration to preserye or perfect a seonrity Intetost, or (Jv) prevent the reglstration. of & ofalm for
Hen,

NO INTERFERENCE WITH RIGHTS

21, THIS COURT ORDERS that during the Stay Pertod, no Person shall discontlnue, fall to
honout, alter, Interfore with, repudiate, terminate or cease to perform any right, renowal right,
oontract, agreement, loonce or permit in favour of or held by the AppHoant, except with the
wiltten consent of the Applicant and the Monitor, or leave of this Count,
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CONTINUATION OF SERVICES

22, THIS COURT ORDERS that duslng the Stay Perlod, all Persons having oral or written
agreemonts with the Applioant or statutory or regulatory mandates for the supply of goods andfor
gervioes, Including without Jimitation all computer software, oommunieation and other data
services, centrallzed banking services, payroll services, Insurance, frangportation servioes, utility
or-other services to the Business or the Applicant, ave hereby testralned until further Order of fhis
Coutt from disconiinuing, altering, luterfering with or terminating fhe supply of sueh goods o¢
“servloes as may be required by the Applicant or exerclsing any other rermedy provided under
such apreement or arengements, and that the Applicant shall be entitled to the continued use of
fts cument premises, telephone numbers, facalmile numbers, internet addsesses and domaln
names, provided in cach case that the pormal prices or charges for ail such goods or servipes
recolved after the date of thie Order are peld by the Applicant in accordance with normeal
payment practioes of the Applicant or such other practlees as may be agreed upon by the supplier

or setvice provider and each of the Applicant and the Monltor, or as may be ordeted by this
'Oourt.

NON-DEROGATION OF RIGHTS

23, THIS COURT ORDERS tha{, notwithstanding anything eise In fhis Order, no Person
shall be prohibled from requiring immediste payment for goods, services, use of lease or
Hoensed property or other valuuble conslderatlon provided on or after the dele of this Ceder, nor
shall any Person be under any obilgation on or after the date of this Qrder to advance or re-
advence any monies or otherwlse extend any oredit to the Applleant, Nothing in fhis Order shall
derogate from the tghts conferred and obligations Imposed by the CCAA,

PROCTEDINGS AGAINST DIRECTORS AND OFFLCERS

24, 'THIS COURT ORDERS that duting fhoe Stay Perlod, and exoept as permitted by
subssotion 11.03(2) of the CCAA, no Prooeeding may be sommenced or contihued against any
of the former, current or fiture directors or officers of the Applicant with respect to any olaim
against the directors or offfcers thet arose before the date hereof and that relates to any
obligations of the Applivant whereby the directors or officers are alleged under any law fo be
Bable in thelr capecity as dlrectors or officers for the payment or performance of such
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obligations, untll a compromise or aiangement in respeot of the Applicant, if one is filed, s
sanctioned by this Court or ls refysed by the affected creditors of the Applicant orthis Court,

DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARG

25, THIS COURT ORDERS that the Appiicant shall (1) Indemnity its directors and officers
egalnst obligations and liabiHtles that they may inour as directors or officets of the Applicant
after the commencement of the within proceedings, and (1) make payments of amounts for
which its directors and officers inay bo ligble ag obligationa they' may Incur as directors op
officers of the Applicant alter the commencement of the within proceedings, except fo the extent
that, with respect to any officer or director, the obligation or liabillty was incurred as o rosult of
the directer’s or officer's gross negligence or wilful misconduot,

26, THIS COURT ORDERS that the direotors and officers of the Appheant shall be entltled
{0 the benefit of end ate hiereby granted a charge (the *Directors’ Charge™) on the Property {other
than the Applicant's asgets which are subject 1o the Personal Property Secyrity Act repistrations
on Bchedule "B" herefo (the "Excluded Propetty")), which charge shell not exceed an aggrogate
amount of §3,200,000, ss seeurlty for-the Indemnity provided In paragraph 25 of this Order, The
Directors® Charge shall have the priority sol out in paragraphs 38 and 40 herein,

27, THIS COURT ORDERS that, notwithstanding any language in any applicable insurance
policy to the contrary, (a) no nguret shall 'be entitled to be subrogated to or claim the benefit of
the Directors’ Charge, and (b) the Applloant's directors and offlcers shell ouly be entitled fo the
benefit of the Directors’ Charge to the extent thet they do not have soverage under any directors’
and officers’ Insurance policy, or (o the extent that such coverage 1s Insufficlent to pay amounts
indemnnified in acoordance with paragraph 25 of this Cuder,

APPOINTMENT OF MIONITOR

28,  THIS COURT QRDFRS fhet FTI is hereby appointed pursuant to the CCAA as the
Womitor, an officer of this Court, to monttor the busthess and financial affaley of the Applicant
with the powers and obllgations set out In the CCAA. or set forth hereln and that the Appllicant
and s shareholders, officers, directors, and Assistants shell advise the Monitor of all materiel
steps taken by the Applicant pursuant to this Order, and shall co-operate fully with the Montor
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In the exercise of its powers and discharge of its obligations and provide the Monltor with the
assistanco that 1g necessary to enablo the Moniltor fo edequately catry out the Monitor's functions,

29.

THIS COURT ORDERS that the Monitor, In additlon to its presctibed rights and

obligations under the CCAA, Is hereby direvted and empowsred to!

(8)
(0)

(0)

()
®)

(&)

()

o

monitor the Applicant's reosipts and disbursements;

- report tothis Courf at such times and Intesvels as the Monitor may deom appropriate

with respect 10 mattera relating to the Property, the Business, and suoh other matiers
as maey be reloyvant to the proceedings hereln;

advise the Applcant In Hts preparation of the Apploant's cash flow statements, as
tequlred from time to time;

advise the Applicant In Ity development of the Plan and any amendments to the Plan;

asslet the Applicant, fo the extent required by the Applicant, with the holding and
administering of oreditors’ or sharehclders’ meotings for votlng on the Plan, ag
applioable;

have full and complete access to the Property, Ineluding the premises, booeks, resords,
date, including date in electronle form, and other finanolal doouments of the
Appllcant to the extent thet 1a necessary to adequately assess the Applicant's business
and Hnanelel affairs or to perform Us dutles etisihg wader tlils Order,

be -t berty t0 engage ihdependent Jegal sounse! ot such other persong as the Monitor
deems necessary or advisable tespesting the exetclse of ity powers and performance

of itg obligatlons under this Order

catry out and Tulfill Jis obligations under the Bupport Agreement tn accordance with
Hs terms; and

porform such other dutles as are required by this Ovder or by fhis Court from time fo
Hime,
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30, THIS COURT ORDERS that without Umiting pasagraph 29 ebove, in carrying out ifs
rights and obligations In connection with this Order, the Monitor shall be entitled to take such
reesonablo steps and use such setvices es It deems necessary in discherging its powers end
obligesions, including, without limitation, willizing the setvices of TTI Consulting (Hong Kong)
Limited ("FTT HIKM),

31,  THIS COURT ORDERS that the Monlfor shall not take possession of the Property (or
any property or assets of the Appleant's subsidiaries) and shall fake no part whetsoever in the
management of gupervision of the manégement of the Business (or any husiness of the
Applicant’s subsidlaries) and shall not, by fulfiiling #ts obligetions hereunder, be deemed to have
taken or maintained possession or conirol of the Business or Praperty, or any part thoreof (orof
any bysiness, property or agsets, or any part thereod, of any subsldiary of the Applicant),

32, THIS COURT ORDIRS thet nothing bereln contained shell requite the Monfior to
occupy or to tako control, cars, charge, possession or management (separately andéor
oollostiyely, “Possesston™) of any of the Property (or any property of any subsidiary of the
Avplicant) that might be environmentally contaminated, might be a poliutant or a contaminant,
or might oause or contribute to & eplll, discharge, releage or depeslt of & wubstance contrary to
any federal, provinelal or other law respecting the proteotlen, conservetion, enhancement,
1'emec]la‘tian or rehabllliation of the environment or relating to the disposal of wasie or othor
contamination inotuding, without Mindtetlon, the Canadian Environmental Prolection Aci, the
Ontavlo Euwironmental Protection Act, the Ontario Water Resources Aef, or the Ontarlo

Qooupational  Health ond Safety det and veguletlons thereunder (the “Bnwironmental.
Leglslatlon™), provided however that nothing herein shall exempt the Moniter from any duty 3o
teport or make dlscloswre Imposed by applicable Bnvirormental L;sgislation. The Monitor shall

not, as a regult of this Order or anything done {0 pursuance of the Monlter's dutles and powels
vitder this Order, be deemed 1o be in Possession of any of the Property (or of any proporty of any

subsidlexy of the Applicant) within tho meaning of any Environmental Logislation, wnless it 18
actually In possession,

33,  THI8 COURT ORDERS that the Monitor shall provide any oredltor of the Applicant ‘

with information provided by the Applicant In response 1o reasonable requests for information
made In wiiting by such erodifor addressed io the Monlter, The Monitor shall not have any

95




13

responsibility or Hability with respect fo the information disseminated by it pursuent to this

paragraph, In the cage of information that the Monitor hag besn advised by the Applicant 1s
confidential, the Monitor shall not provide such fnfowmatien {o oredtors unless otherwise
directed by this Court or on such terms as the Monltor and the Appllcant may sgtee,

34,  THIS COURT ORDERS that, in additlon to the Hghts and protsetions afforded the
Monttor under the CCAA or as an officer of this Court, the Monttor shall tnour no lability or
obligatles a8 a result of ity appolniment or the carrying ovt of the provislons of this Order, save
and exoopt for any gross negligenos or wilful misvonduot on ie part, Nothing in this Order hall
derogate from the protestions afforded the Monitor by the CCAA or any appiicable legislation,

35, THIS COURT ORDERS {hat the Mondtor, counsel o the Monitor, counse] o the

Applicant, counsel to the directors, Houlihan Lokey Capital fne, (the "Plhenclal Advisor™), FTI
HEK, cowngel to the Ad Hoo Noteholdery and the financtal advigsor fo the Ad FHoo Noteholdors
(together with counse] to the Ad Hoo Noteholdess, the "Noteholder Advisors') shall be pald their
rensongble foes and disbursements, in ench case at their standard ratos and charges, by the
Applicant, whether inourred prior 10 or subsequont to the date of this Order, as part of the ¢osts
of these proceadings, The Applicant 1s hereby authorized and direcied to pay the accounts of the
Monlior, oounsel for the Monltor, counssl for the Applicant, oounsel to the directors, the
Finauelal Advisor, FTT HEK, and ihe Noleholder Advisers on a weekly basis or otherwlse in
gocordance with the terma of thelr engagement letters,

36,  THIS COURT ORDERS thatthe Monitor and Hs legel counsel ghall pase thelr accounts
from time to tlme, and for this purpose the accounts of the Moxzltor and its legal counsel are
hereby refsrred to a judge of the Comtherclal List of the Ontario Superler Court of Justice,

37, THIS COURT ORDERS that the Monltor, counsel fo the Monltor, the Applcant's
ceunsel, coungel to the direotors, the Financlal Advisor, FTI HE, and the Nothelder Advisors
shall be entltled to the beneflt of and are hereby granted a cherge (the “Adminizhration Chasge®)
on the Property (othet than the Exoluded Property), which chatge shall not exoeed an aggregete
amount-of $15,000,000 as seourlty for thetr srofessional feos and disbursements tnovrred at thely
rospoctlve standard rates and coharges in tespect of guoh services, both before and after the
making of this Onder In reapect of these proceedings, The Adminlstration Chetge shall have the
priotity et out in patagraphs 38 and 40 hereof,
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VALIDITY AND PRIORITY OF CHARGES CREATIED BY THIS ORDER.

38, THIS COURT ORDERS that the priontles of the Dlwectors’ Charge and the
Administration Charge, as between them, shall be ag follows!

Plrst - Administration Charge (to the mexlmum amount of$15,080,000); and
Second ~ Directors’ Chargs (to the maxitmum amount of $3,200,000),

39, THIS COURT ORDERS that the fillng, reglstratlon or perfection of the Direciors’
Cherge ot the Admintstration Charge (oolleotively, the “Chatges™) shall not be required, and that
the Charges shail be valld and enforcoeable for all purposes, including as againgt any right, iitle or
intetest filed, reglstered, reconded ar perfected subsoquont to the Charges coming Into exlstence,
notwithstanding any such fallure to file, register, record or perfect, |

40,  THIS -COURT ORDHRS thet sach of the Charges shall constitute a oharge on the
Property (other than the Hxoluded Proparty) and shall rank In prionity to all other seourlty
Interests, trusts, Hens, chatges and encumbrances, clelms of -seoured erediiors, stefutery or
otherwise (collectively, “Enoumbrances”) in favour of any Person,

41,  THIS COURT ORDERS that oxcept as otherwlse expressly provided for herein, or ay
may be approved by fhis Court, the AppHeant shell not grant any Racumbrences over any
Property that rank in priorkty to, ot par! passu with, any of the Charges, unless the Applicant also
obtalng the prior wiliten congent of the Monltor, the benefivlaries of the Dirsctors' Charge and
the bengfiolaries of the Adminlstration Charge, or finther Order of this Court,

42, THIS COURT ORDERS that the Cherpges shal! not be rendered invalld or unenforesable
and the tights and remedles of the chargees entltled to the benefit of the Charges (colleclively,
the “Chargees™), shall not otherwise be ltmited or impalred in any way by (e} the pendency of
these proceedings and the deciarations of nsolvency made hereiny (b) any application(s) for
bankruptoy order(s) tssued pursuant to the BIA, or any bankruptoy crder made pursuant to such
appllcations; (¢} the filing of any asslignments for the general beneflt of sreditors made pursant
1o the BIA;} (d) the provistons of any federal or provinolsl statutes; or (¢) any nogailve covonants,
prohibifions or other similar provigtons with respect to borowings, Ineurting dobt or the oreation
of Enoumbrances, oontalned n sty exlsting loan dooumenits, leage, sublease, offer to lease of
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other agreoment (colleotively, an “Agresment™) which binds the Appllicant, and notwithstanding
any provislon to the contrary in any Apgreement;

(%  neither the creation of the Charges nor the execution, delivery, perfeotion, reglsiration
or performance of any doouments in yespoot thereof shall create or bo deemed to
constitute 4 breach by the AppHleant of any Agreement to which it i3 a paity;

(b) ~ none of the Chargees shall have any lability to any Person whatsoover ag a result of

" any breach of any Agreement ceused by or resulting from the creation of the Charges;
and

(0)  the payments made by tho AppHoant pursuant to this Order and the granting of the
‘Charges, do not and will not constitute preferences, fravdulent oonveyauices, {ransfors
at undervalue, oppressive conduct, or other challengeable or voidable {ransactlons
under any applivable law,

43, THIS COURY ORDERS thet any Chargo created by this Order over lesses of rea!
property In Canada shall-only bo a Cherge in the Applicant's Inferest In such real property leases,

APPROVAL OF FINANCIAL ADVISOR AGREEMENT

44,  THI® GOURT ORDERS that the letter agteement datod as of December 22, 2012 with
vespect to the Flnancial Advisor in the form attached as Exlibit “CC* to the Maxtin Affidavit (the
“Finanolal Advilsor Agreement'™) end the retention of the Flnanclal Advlser under the {erma

thereof, ncluding the payments fo be made to the Pinanvial Advlsor theteundsr, are horeby
approved,

45,  THIS COURT ORDERS that the Applicant iz awthorized and directed to make the
payiments contesnplutad in the Finanolal Advisor Agreement in accordance with the terms aud
oonditions thereof,
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POSTPONEMENT OF ANNUAL GENERAL MEETING

46,  THIS COURT ORDERS that the Applicant be and i3 hereby rolleved of ahy obligation to
oall and hold an annuel meeting of its shareholders unti! further Order of this Court,

FOREIGN PROCEEDINGS

47, THI§ COURT ORDERS that the Monitor Is hereby awthosized and smpowsred {o aot as
the foroign representative in respect of the within proceedings for the purpose of having these
procosdings recognized In a jurladiction putside of Canada,

A48,  THIS COURT ORDERS that the Monitor 3s hereby ewthorlzed, as the foreign
reproseniative of the Applicant and of the within proceedings, to apply for forelgn recognition of
these proceedings, as necossary, 0 any jurladiotion outslde of Canada, Including a8 “Forelgn
Main Proosedings” In the United States pursuant to Chapter 13 of the U.S. Banprr-‘ay'c‘ade.

49,  THIS COURT HEREBY REQUESTS the ald and recognition of any courd, tribunal,
regulatory or adminlstrative body having jurlsdiotlon in Canada, the Unlted States, Barbades, the
Britlsh Virgin Islands, Cayman Islands, Hong Kong, the Peopte’s Republlo of Ching or in any
other forelgn jutladiotlon, to give effeut fo thig Order and to assist the Applicant, the Moniter and
their respectlve agenis n oareying eut the terms of thly Oder, All courts, tribunals, 1egulatory
and adminiatratlve bodies are hereby respectfully requested to malke such orders and to provide
such. apvlstence to the Applicant and to the Monitor, as an officer of this Court, as may be
necesgary ot desirable fo give effect o this Order, to grant ropresentative status to the Monitor ln
any ferelgn proveeding, or to asslst the Applicant and the Monitor and their regpective agents in
carrylng oyt the terms of this Order,

50,  THIS COURT ORDERS that each of the Applicant and the Monttor be at liberty and is
hereby ewthorlzed and empowered fo apply to any oourt, filbunal, 1egulafory or administrative
body, wherever located, for the recognition of this Order and foy agslstance b eatrying out the
terms of this Order and any ofher Order Issued in these proceedings,
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SERVICE AND NOTICE

51, THIS COURT ORDERS that the Monltor shall (1} withoul delay, publish in the Globe

and Mall and the Wall Street Journal & notles containing the information presoribed under the
CCAA, (1) within seven days after the dato of thia Order, (A} make this Order publicly avallable
In the manner presoribed under the CCAA, (B) sond, In the preserlbed manner, a notics to eyvery
known oreditor who has a olalm agalnst the Applioant of more than $1,000, and (C) prepare g Hst
showing the names and addresses of those credliory and the estimated amounts of those claims,

and make it publicly availeble in the presoribed mannet, all in accordance with Seotion 23(1)(s)
of the CCAA, and the regulations made thereunder,

52,  THIS COURT ORDERS that each of the Apphicant and the Monttor be at libety 1o serve
tids Order, any other ‘materials and orders In thess procesdings, any notlees or other
cotrespondence, by forwarding true coples theteof by propatd ordinary meil, courier, personal
dellvety, facsimlle fransmuisslon or emall to the Applicant's ereditors or other interested pariies at
thelr respective addresses 4s last shown on the records of the Applicant and that eny such gervice

ot noflee by coutder, personal delivery or electronio transrmission shall be desmed to be recsived

on the next business day following the date of forwarding theteef, or If sent by ordinery meil, on
the third buginess day after matllng,

54,  THIS COURT ORDERS that the Applloant, the Monltor, and any perty who hes filed a
Notloe of Appearance may serve any oourt majerials in these prooeodings by e-mailing a PDF or
other eleotronle copy of such materlals to coungels’ cmall addresses as resorded on the Service

Tist fiom Hme to time, and the Monitor may post a copy of any or all suoh materisls on the
Monitor's Webslte,

GENERAY

54,  THES COURT ORDERS that the Applicant or the Monttor may from thme o time apply
to this Court for advleo and direstlons in the dischatge 6f 1ts powers and duties hereunder.

55, THIS COURT ORDERS that nothing in this Ovder shall prevent the Monitor from acting

ae an interm recefver, a recelver, a recelver and manager, ot 4 {rustee in banlraptoy of the
Applicent, the Business or the Proporty,
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56, THIS COURT ORDERS that eny intetested party (noluding the Applicant and the
Monttor) may apply to this Count 1o vary or smend this Order on not less then seven (7) days
notice to any other party or parties llkely ‘o be affected by the order sought ot upon such other
notioce, If any, rs this Court may ordar,

37, THIS COURT ORDERS that this Order and all of is provisions are effoctive ag of
12:01 .m, Bastern Standard/Daylight Time on the date of this Order,

,WW »{/;,//
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Sohedule *AY

1, Slno-Panel Holdings Limited (BVD)

2, 8ino-Global Holdings Ino, (BVI)

3, Bino«Wood Partners, Limited (HIK)

4, Grandeur Winway Limited (BVI)

5, Sinowin Investments Limited (BVY)

6, Blnowood Timited (Cayman Islands)

7. Slno-Forest Blo-Scletwe Limited (BVI)
8. Slho.Forest Resourees Ins, (BYI)

9, Blno-Plantatlon Iimited (FIK)

10, Buii~Wood Ino, (BYD)

11, Sino-Forest Invesiments Limited (BVI)
12, Bino-Wood (Grangx!) Limited (LK)

13, Sino-Wood (Mangxi) Limited (HK)

14, $ino-Wood (Cuangdong) Limited (HEK)
15, Bino-Wood (Fujten) Limited (FIK)

16, Sino-Pansl (Asla) Ine, (BVI)

17, 8lho-Panel (Guangxd) Timited (BYI)

18, Sino-Panel (Yunnan) Limited (BYT)

19, Sino-Panel (North East China) Limited (V1)
20, Sino-Panel [Xiangxl] Limited (BVI)

21, Biflo-Panel [Hunan) Limited (BVY)

22, SER (China) Ine, (BYY)

23, Sino-Panel |Suzhou] Limited (BYT)

24, Slno-Panel (Gaoyao) Lid, (BYI)

25, Slno-Panel (CGuangzhow) Limited (BVT)
26, Sino-Panel (North Sea) Limited (BY1)
27, Bino-Panel (Guizhov) Limited (BVIT)
28, Sino-Pans] (Hualhua) Timited (BYD)

29, -Bino-Panel (Qinzhou) Limited (BYI)

30, 8ino-Panel (Yongzhou) Limited (BVT)
31, Bino-Panel (Pujlan) Limlted (BYT)

32, 8tno-Panel (Shaoyang) Limited (BVT)
33, Atiplomax Worldwide Limited (BVI)
34, Ace Supreme International Limited (BVY)
35, Bxpress Polnt Holdings Limlted (BVD)
36, Glory Billion Internatlonal Limited (BVI)
37, Bmert Sure Enterprises Limited (BYD
38, Expert Bonus Investment Limited (BVI)
39, Dynamle Prefit Holdings Limited (BV)
40, Aiflance Max Limited (BVY)

41, Brain Foroe Limited (BYI)

42, General Bxoel Limited (BVI) -

43, Poly Markst Limited (BYT)

44, Prime Kinetio Limited (BVT)

45, Trilllon Bdge Limltsd (BVD)

46, Sino~Panel (Chine) Nuisery Limited (BVD)
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47, Sino-Wood Tiading Limited (BYT)

48, Homix Limited (BVI)

49. Sino-Panel Trading Limited (BV)

50, Sino-Panel (Russia) Limited (BVT)

51, Sino-Qlobel Management Consuliing Ine, (BVI)
52. Value quest Internatlonal Limited (BVI)

53, Well Keen Worldwlde Limited (BVI)

54, Harvest Wonder Worldwide Limited (BVI)

55, Cheet Gold Worldwide Limlted (BYY)

56, Regal Win Capital Limlted BYT)

57, Rloh Cheice Worldwide Limlted (RVI)

58, Sino-Forest Infernational (Barbados) Corporation
59, Mandra Forestry Holdings Limtied (BVI)

60, Mandpe Forestry Finanos Limijed (BVT)

61, Mandra Foresiry Anhul Limited (BVI)

62, Mandra Forestry Hubel Limtted (BVY)

63, 8ino-Capital (Hlobal Tno, (BYT)

64, Blite Logacy Tdmited (BYD)
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PERBONAL PROPERTY SRECURITY REGISTRATION SYSTEN
SHARCH RESULTH

Date Search Conducteds 3/29/2012
File Currency Dater 03/28/2012
Family{les): 6

rage(s): B

SERRCH : Bupiness Debhtor : SINO-FOREST CORPORATION

The attached report has bosn created bhased en the data receilved by Cyberbahn,

8 Thomson Reuters bupineps frowm the Province of Ontario, Minlstry of Government
gervices. Wo liabkillty ls assumed by Cyberbahn regarding its coxrectnass,
timeliness, completeness or the intexrprataticn and use of the report., Use of

the cyberbahn pervice, including this report ip subject te the terms and, conditions
of Cyberhahn's subscriptlion agreement,
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PERSONAL PROPHRTY SHCURITY REGISTRATION SYSTEM
BEARCH RESULTE

Date Séarch Conducted: 3/29/2012
¥ile Currency Date: 03/28/201%
Famlly{ien): 6

Page(s): 8

SBARCH : Businesp Debtor | SINO-FOREST CORPORATION

FAMILY 1 OF 6 BNQUIRY PAGE 1L OoF 8
SEARCH : BD 1 BINO-TFOREST CORPORATION

0¢ YILE NUMBER ; 6509324408 EXPIRY DATE : 278EP 2015 STATUS

01 CAUTION PILING PAGE : 001 OF 1 MYy SCHEDULE ATTACHED
REG NUM : 20040937 1631 1793 D430 REG TYP: ® PPSA REG PRERIOD: 10

02 IND DOB IHD NAME;

03 BUS NaME; SINO-FOREIYT CORPORATICN

CCH
04 ADDRESS : 90 BURNHAMTHORPE ROAD WEST, SUITE 1208
. CITY t MISSIggauca FROV: O POSTAL CODE: L5B3C3
05 IND DOB IND NAME:
06 BUZ NAME),
ocN
07 ADDREIS
CITY ! ' PROV, POSTAL CODH¢
08 SECURED PBRTY/LIEN CLAIMANT
LAW DEBENTURE TRUST COMPANY CF WEW YORX
05 ADDRESS | 767 THIRD AVENUE, 3187 FLOOR
CITY i NEW YORK PROV: NY POSTAL COLE: 10017
CONSg . MV DATE OF OR NO FIXED
GOODE INVTRY. EQUIP ACCTE OTHER INCL AMOUNT MATURITY MAT DATR
10 X s .
YBAR MAKE MODEL V. I N,
11
12

GENERAL COLLATERAL DHSCRIPTION

13 PLEDGE OF SHARES OF CHRTAIN SUBSIDIARIEDS OF THE DEBTOR PURSUANT TO
14 A PLEDGE AGREEMENT AND BHARE CHARUR,
15

16 AGENT: ARIRD & BERLIS LLF #2
17 ADDRESS : 181 BAY STREET, BUITE 1800
(i 4 1 TORONTO PROV; ON POSTAL CODE: MBJ2T9

Page 1




FAMILY 1 OF 3 ENQUIRY PAGE 2 OF 8
SEARCH : BD : BINO-FOREST CORPORATION

PILE NUMBER 609324408

PAGE  TOT REGISTRATION NUM REGQ TYPE
01 CRUTION DCl OF 1L MV SCHED) 20090720 1614 1793 6085
21 REFERENCE FILE NUMBER © 609324408
22 AMEWD PAGE: NO PAGE: CHANGE; A AMNDMNT REN YEARRS: CORR PER:
23 REFERENCE DEBTOR/ IND NAME,
24 TRANSFEROR 4 BUS NAME: HINO-FORBST CORFORATION

25 OTHER CHANGE

26 REASQON: TO AMEND SECURED PARTY ADDRESS AND TO AMEND GENERAL COLLATRERAL

27 /DESCR: DESCRIPTION TO DELETE THE WORDS "PURBUANT TO A PLEDGE AGREEMENT AND
28 ¢ BHARE CHARGE"

02/05 IND/TRANSFEREE:

03/06 BUS NAME/TRFEE;

. OCN:
04/07 BDDRESS:
QITY BPROV1 POATAL CODR:
29 ASITIGNOR:
0B SECURED FARTY/LIEN CLAIMANT/ASSIGNER .
LAW DORENTURE TRUST COMPANY OF NEW YORK
09 ADDRESS : 400 MADIBON AVENUE, 4TH FLOOR
cITY 1 NEW YORK PROV  NY POSTAL CODE 1 20017
ooNg, MV DATE OF NQ FIXED
GOODS INVTRY BEQUIP ACCTS COTHER INCL AMOUNT MATURITY OR MAT DATH
L0
11
12 _
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR
14
L5
16 NAME ; AIRD & BERLIZ LLP
17 ADDRESS 1 18} BAY STREET, SUITE 1800, BOXil 754

CITY i ‘TORCNTO FRCY : ON POSTAL (ODE 1 MEJ2TY

Page 2
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FAMILY ; 1 OF 6 ENQUIRY PACE : 3 CF B
SEARCH : BD | SINO-FOREST CORBORATION

FILE NUMBER 509324408

PAGE  TOT REGISTRATION NUM REQ TYPE
01 CAUTION 001 OF 1 MV SCHED, 20090720 1616 1793 6087
21 REPERENCE FILE NUMBRR : 609324408
22 AMEND PAGE, NO PAGE, CHANGE: B RENEWAL REN YEARS: 1 CORR PHR|
23 REFERHNCE DEBTOR/ IND NAME
24 TRANSFEROR 1 BUS NAME: SINO-FOREST CORPORATION
25 OTHER CHANGE:
26 REASON:
27 /DESCR;
28 :

02/05 IND/TRANSFERER
03/06 BUS NAME/TRFEE:

OCHN1
04/07 AUDRESS:
CITY: PROV; POSTAL CODE;

29 ASSIGNCR
08 SECURED PARTY/LIEN CLAIMANT/ASYIGNEE
09 ADDRESS 3

cITy 1 PROV 1 FOSTAL CODE

CONG , MV DATE QF NQ FIXED

@O0DS INVIRY BQUIP ACCTS OTHER INCL AMOUNT MATURITY OR MAT DATE
1.0
11
1z
13
14
15
16 NAMH : AIRD & BERLIS LLB
17 ADDRESS : 181 BAY STREET, SUITE 1800, BOXK# 754

CITY I TORCNTO PROV ¢« ON POSTAL, CCDE ; MLJ2TO

Page 3
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FAMILY 2 OF 3 ENQUIRY PAGE 4 OF ]
SEARCH : BD : ZINC-FOREST CORPQRATION

00 PILE WUMBER : 650314305 BXPIRY DATE ; O3DEC 2013 STATUS

01 CAUTION FILING : PAGE 3 001 OF 1 MV SCHEDULE ATTACHED
_REG NUM ; 20081203 L0855 1793 9576 REG TY¥P; F PPBA RE@ PERIOD: 5

02 IND DORB IND HAME

03 BUS NAME; SINO-FOREST CORPORATION

OCN
04 ADDRESS : 1208-90 BURNHAMTHORFE RD W
CITY 1 MISBISSAUGA PROV: ON POSTHAL CODE: L5B3IC3
05 IND DOB IND NAME;
06 BUS NAME,
OCN
07 ADDRESS |
QITY H FROV: BOSTAL CODE:
08 SRECURED PARTY/LIEN CLAIMANT :
XEROX CAWADA LD
09 ADDRESS : 33 BLODOR &7, E, 3RD FLOOR
CITY ¢ TORONTO PROV ON POSTAL CODE: M4W3NHI
CONS ., MV DATE OF OR N0 FIXED
goons INVTIRY, EQUIP ACCTS OTHER INCL AMOUNT MATURITY VAT DATE
10 X X X
YEAR MAKRE MODEL VL. N,
11 .
12
GENERAY, COLLATERAL DESCRIPTION
13
14
15
16 AGENT: XERQX CANADA LTID
17 ADDRESS : 33 BLOOR 8T, ¥, 3RD PLOOR
QITY 1 TORONTO FROV: ON POSTAL CODE| M4W3HL

Page 4




FAMILY : 3 OF 6 ENQUIRY PAGE ; B OF B
SEARCH 1 BD | SINO~FOREST (ORPCRATION

00 FILE NUMBER : 655022304 BXPIRY DATE | 20JUL 2015 STATUS
01 CAUTION FILING PAGE : 0CL QF 1 MV ACHEDULE ATTACHED

REQ WUM : 20090720 1615 1793 6085 REG TYP; P DPSA REG PERIOD: ¢
02 IND DOB : IND KAME;:

03 BUS NAME; SINO-FOREST CORPORATION

OCN
C4 ADDRESB : 90 BURNHAMTHORPE ROAD WESYT, SUITE 1208
QITY 1 MISSISBAUGA PROV: ON POSTAL QODE: LSB3C3
05 IND DOB ; IND NaME;
06 BUS NAME;
OCN
07 ADDRESE ;
QITY ! PROV POSTAL CORE:
08 SECURED PARTY/LIEN CLAIMANT .
LAW DEBENTURE TRUST COMPAWY OF NEW YORK
03 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
cITY 1 NEW YORK PROV: WY POSTAL CODH: 10017
CONS ., My DATE OF OR WO FIXEDR
G00DS INVTRY, BQUIP ACCTS OTHER INCL AMOUNT MATURLTY MAT RATH
1o X b4
YEAR MAKE MODEL V.I.N.
11
1z

GENERAL COLLATERAYL, DESCRIPTION

13 PLEDGE OF SHARES OF CHRTAIN SUBSIDIARIES OF THE DEBTOR
14

15
16 AGENT: ALRD & BERLIS LLP - SUSAN PRK
17 ADDRESS : 181 BAY STREET, SULTE 1800

CITY + TOROWTO PROV: ON POSTAL CODE: MBU2T9

Page 5
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PAMILY 4 OF 6 ENQUIRY PAGE 1 G QF 8
SBARCH : BD : SINO-FOREST CORPORATION

00 PILE NUMBER : 6592073036 EXPIRY DATE : 03FEB 2016 STATUS :

01 CAUTION FILING : PAGE ¢ 001 OF 1 MV SCHEDULE ATTACHED
REG WOM : 20100203 1535 1793 2023 REG TYP: P PPSA REG PERIOD: 6

02 TIND DOB IND NAME:

03 BUS NAME: SINO-FORRBST CORFORATION

OCK
04 ADDRESS ; 90 BURNHAMTHORPE ROAD WEST, SUITE 1208

CITY 1 MISSISSAUGA PROV: ON POYTAL CODE: LLB3C3
05 IND DOB ¢ IND NAMH:
06 BUS NAME:

OCK

07 ADDRESS :

CITY i PROV POBTAL CODI,
0B SECURED PARTY/LIFN CLAIMANT |

LAW DEBENTURE TRUST COMPANY OF NEW YORK

09 ADDRESS ; 400 MADISON RVENUS, 4TH FLOOR

CITY { NEW YORK PROV NY BOSTAL CODEr 10017

CONS, My DATE OF OR NO FIXED

GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE

10 X X

YEAR MAKE MODEY, Y.I.N,
11
12
GENERAL COLLATERAL DESCRIPTION
13 PLERGE OF SHARES OF CERTAIN SUBSIDIARIES OF THE DEBTOR
14
15
16 AGENT: ATRD & BERLIS LLP (SPAK -~ 1022B8)
17 ADDRESS § 1B1 BAY 4TREET, SUITE 1800

CITY : TOROKTO PROV: ON POSTAL CODE: MBJ2TS

Page ©




111

FPAMILY 1 5 O 6 ENQUIRY PAGE 7 0P 8
BEARCH : BD | SINO~FOREST CORPORATION

00 FILE NUMBER : 665186845 EXPIRY DATE : 150CT 2020 STATUS

0. CAUTION FILING . PAGE ; 00) OF 1 MV SCHEDULE ATTACHED ,
REG NUM ) 20102015 1215 1783 1245 REG TYP: P PPSA RE@ PERICD: 10

02 IND DOB IND NAME;

03 BUS NAME: SINO~FOREST CORPORATION

OCN
04 ADDRESS ; 90 BURNHAMTHORPE ROAD WEST, SUITE 1208
CITY 1 MISSISSAUGA PROV: ON POSTAL CODH: LSB3C3
05 IND DOB IND NAME
06 BUH NAME;
OCN
C7 ADDRESS :
arry ' PROV POSTAL CODE:
08 SMCURED PARTY/LIEN CLAIMANT
LAW DEBENTURE TRUST COMPANY OF WEW YORK
09 ADDRESS : 400 MADISON AVENUE, 4TH FLOOR
CITY 1 NEW YORK PROV: NY POSTAYL CODE; 10017
CONg , MV DATE OF OR NO FIXED
GOOPS INVIRY, EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATH
10 X X
YEAR MAKE MODEL V.18,
11
12
GENERAL COLLATERAL DESCRIPTION
13 PLEDGE OF SHARES OF CERTAIN SUBSIDIARIES QF THE DEBTOR,
14
15
16 AGENT; AIRD & BERLIS LLP (RMK-106760}
17 ADDRBSS ; 181 BAY STRERET, SUITE 1800
CITY 1 TORONTO PROV; ON POSTAL CODE; M5J279

Bage 7
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FAMILY | 5 OF 6 ENGUIRY PAGE : & CF B
SEARCH | BD  SINO-FOREST CORPORATION

00 FILE NUMBER ; 665928963 EXPIRY DATE 1 LT8OV 2016 STATUS

01 CAUTION FILING PAQE | 01 OF 003 MV SCHEDULE ATTACHED ;
REG NUM : 20101117 1007 1462 0113 REG TYP; P DPPSA REG PHERIOD: 6

02 IND DORB : IND NAME:

03 BUS NAME: SINO-FOREST CORPORATION

QCN
04 ADDRESS ; 1208-50 BURWHAMTHORPE RD W
CITY 1 MIBRISSAUGA PROV: ON POSTAY, CODE: L5B3CY
05 IND DOB : IND WAME:
06 BUS NAME;
ogN
07 ADDRESI 1
aITY : PROV POBTAL CODE;
08 SECURED PARTY/LIEN CLAIMANT
XERQX CRNADA LTD
09 ADPDRBBS : 33 BLOOR 8T, E, 3IRD FLOOR
crTy ¢+ TORONTOQ : PROV: ON POSTAL CODH: MAW3HL
CONg, V3% DATE OF OR NO PIXED
GOODS INVTRY, EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X
YRAR MAKE MODRL V.ILN,
11
12
GENERAL COLDLATERAL DESCRIPTION
13
14
15
L6 AGENT: PPSA CANADA INC, - [3992)
17 ADDRESS : 110 SHEPPARD AVE EAST, SUITE 303
CITY ; TORONTO PROV: ON POSTRY, CODE: M2NEYH

Page B8
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Schedrle “A”

EEL) TEEMATIEROF THE COMPANIES CREDITORS' ARRANGEMFNT ACT, R.S.C. 1985, & (G36, AS AMENDED AND IN THE
MATTER OF SINO-FOREST CORPORATION

Comt File No_

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

Procecdings commmenced it Toramto

TINITTAL ORDER

BENNETT JONESLILP

Qe Fizst Capadizm Place

Suite 3400, P.O. Box 130
Toromto, Qutario

MEX 1AL

Tobert W. Sialey LSUCH27115T}
Revin Zych (LSUC#33129T)
Derelc I. Bell (LEUC #434207)
Jonathean Bell (LSUC #554570)
Tel- £16-863-1200

T 4168631716

Tawyers for the AppHeant
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Court File No, CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR. ) THURSDAY, THE 31"
' )
JUSTICE MORAWETZ } DAY OF MAY, 2012

TN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.8.C. 1985, ¢. C.36, AS AMENDED

e Eé%%QND IN THE MATTER OF A PLAN OF COMPROMISE OR
@ B NGEMENT OF SINO-FORBST CORPORATION

&g

DS
. gt ¢ ORDER
%ﬁwﬁ” ' (Stay Extension)

THIS MOTION, made by Sino-Forest Corporation (“SFC") for the relief sef out ip
SFC's notice of motion dated May 25, 2012 was heard this day at 330 University Avenue,

Torento, Onfario,

ON READING the affidavit of 'W. Judson Martin sworn May 25, 2012 (the "Martin
Affidavit") and the Exhibits thereto and the third report of FT[ Consulling Canaca Ine. in its
capacity ag monitor (the "Monitor") dated May 25, 2012 (the "Third Report") and on hearing
submissions of counsel for SFC, the Maonitor, the board of directors of SFC, the Ad Hoc

Notcholders and those other parties present,
SERVICE

t. THIS COURT ORDERS that the time for the service of the Nolice of Motion, the Third
Report and the Motion Record is hereby abridged so that this Motion is propet]y relumable 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 S§TAY PERIOD

3, THIS COURT ORDERS that the Stay Period (as defined in the Initial Order) be and is
hereby exlended to September 28, 2012.

FOREIGN PROCEEDINGS

4, THIS COURT HEREBY REQUESTS the aid and recognition of any eourt, iribunal,
regulatory or administrative body having jurisdiction in Canada, the United States, Barbados, the
British Virgin Islands, Caymar Islands, Hong Iong, the People's Republic of China or in any
other foreign jurisdiclion, 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 bodieg are hersby respectfully requested to make such orders and to provide
such assistance to the Applicant and to the Monitor, ag 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 {erms of this Order,

5. THIS COURT ORDERS that cach 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 Jocated, 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.

ENTERED AT / INSGRIT A TORONT
ON / BOOK NO; °

LE / DANS LE REGISTRE N%
MAY 3 1 212
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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 Toronte

ORDER

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

M5X 1A4

Robert W. Staley (LSUC #27115D1)
Kevin Zych (LSUC #331297T)
Derek J. Bell (LSUC #43420%)

Raj Sahni (LSUC #42942U)
Jonathan Bell (LSUC #55457F)
Tel: 416-863-1200

Fax: 416-863-1716

Lawyers for the Apphcant
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THE AFFIDAVIT OF W, JUDSON MARTIN

SWORN October >, 2012
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Court File No, CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
s g O COMMERCIAL LIST
THE HONOURABLE MR. ) FRIDAY, THE 28"
)

JUSTICE MORAWETZ ) DAY OF SEPTEMBER, 2012

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C, 1985, ¢, 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 of W, Judson Martin sworn Seplember 24, 2012 (the "Martin
Affidavit") and the Exhibits therefo 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 Hoe

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 extepded to October 11, 2012,

FOREIGN PROCEEDINGS

4. THIS COURT HEREBY REQUESTS the aid and recognition of any coutt, 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 foreigh 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 fo the Applicant and 1;0' the Monitor, as an officer of this Court, as may be
necessary or desirable to give effect to this Qrder, to grant representative status to the Monitor in
any foreign pro-ceeding;, or to agsist 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 o 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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- INTHE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.5.C. 1985, ¢. 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

MSX 1A4

Robert W. Staley (LSUC#271157)
Kevin Zych (LSUC #33129T)
Derek J. Bell (LSUC #43420]1)

Raj Sahni (LSUC #42942U)
Jonathan Bell (ILSUC #55457F)
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.8.C. 1985, ¢. C-36, AS AMENDED AND
IN THE MATTER OF SINO-FOREST CORPORATION.

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

e ONTARIO
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BENNETT JONES LLP
One First Canadian Place
Suite 3400, P.O. Box 130
Toronto, ON M5SX 1A4

Robert W. Staley (LSUC #271157)
Kevin Zych (LSUC #33129T)
Derek J. Bell (LSUC #434200)

Raj Sahni (LSUC #429420)
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 COMPANIES' CREDITORS
ARRANGEMENT ACT,R.8.C. 1985, 0. 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 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. T am the Vice-Chairman and Chief Fxecutive Officer of Sino-Forest Corporation ("SFC™).
I therefore have personé] knowledge of the matters set out below, except where otherwise stated.
Where 1 do not possess personal knowledge, 1 have stated the sowrce of my information and I

believe such information to be trie.

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 ceriain 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. OnMay 31, 2012, this Honourable Court extended the CCAA Stay to September 28, 2012
(the "Stay Extension Otder"). A copy of the May 31 Stay Extengion Order is attached as

Exhibit "C".
DEVELOPMENTS SINCE MAY 31, 2012
i.  Devclopments in the CCAA Proceedings

5.  Since the May 31 Stay Extension Order, there have been a number of developments in the

CCAA proceedings.

6.  Tirst, on June 26, 2012, this Honowrable Court heard a motion brought by SFC secking
directions that claims against SFC, which result from the ownership, purchase or sale of an
equity interest in SFC, and indemnification c¢laims related thereto, are "equity claims" as defined
by the CCAA. Im 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 this Honourable Court on July 23, 2012, a

copy of which is atiached 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 was held at the offices of Bennett Jones LLP from September 4-5, 2012. The

mediation did noi result in a setflement.

8,  Third, in connection with that medjation, SFC consented to cettain relief sought by class
coungel in connection with the mediation, The relief sought involved the production of
otherwise confidential documents to the parties (o the mediation for the sole purpase 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

IIGH'

9. T am advised by counsel that tens of thousands of documents were made available in the
data room pursuant to the Mediation Documents Order. T 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 fo creditors, and called 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 congider and vote upon the Plan, Attached as Exhibit "I" is a

copy of the endorsement of this Honourable Court setting out these terms,
ii.  Further Steps with Respect to the CCAA Plan

12,  As sef out in the Plan Filing and Meeting Ordet, 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 S8FC and counsel to the Initial Consenting
Noteholders. On September 20, 2012, the Monitor extended the mailing date to on or before

October 3, 2012 with the consent of STC and counsel to the Initial Consenting Noteholders.

13, The delay in mailing the meeting materials is atiributable 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,
fli. Ontario Scenrities Commission

15. Staff ("Staff"} of the Ontario Securities Commisston (the "Comrission”) have been
cooperative in assisting SFC to take steps necessary to advance the Plan,  As was described in
my initial affidavit filed in this proceeding, the Commission issued a temporary cease trade order

("TCTO™) ceasing trading in the securities of SFC.
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16, At Staff's request, SFC brought an application before the Commission to vary the TCTO to
permit 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 permit the mailing. Counsel for the Monitor, the Ad Hoc Commiftee of
Noteholders and Staff were present at that hearing.  Viece-Chair Condon granted the relief

sought, A copy of the Order dated September 18, 2012 is attached as Exhibit "J".

18.  Also on Septernber 18, 2012, STC pave notice to the Commission that it would seek a
further variation of the TCTO to allow for the implementation of further steps in cornection with
the Plan, including holding the Meeting itself, and taking the steps contemplated by the Plaﬁ, if it
is approved by creditors and this Honourable Court. A copy of SFC's notice is attached as
Exhibit "K". While the date is still being finalized, it is anticipated that _that application will be

heard on October 26, 2012, in advance of the Meeting,
iv.  The Class Proceedings

19.  Pursuant to an Order dated May 8, 2012, a copy of which is attached as Exhibit "I.", 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 setilement with Poyry was scheduled to be heard by the

Honourable Justice Perell on September 21, 2012, The partles agreed on the form of an Order
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for that seitlement 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 this Honourable Court on September 18,
2012, the class plaintiffs have stated that they intend to bring three motions on Ocfober §-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, S¥C is seeking an extension of the stay only through to October 10,
2012, 1 EI]‘I:l advised by counsel that the class plaintiffs (and to the knowledge of SFC, any of the

parties) do not oppose an extension fo 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 iv aet in good

faith and with due diligence,

24.  The 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 required 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.



SWORN BEFORE ME at the City of Hong
Kong, Special Administrative Region,
People's Republic of China, this 24™ day of
Septermber, 2012

A Commissioner of

Hui Yam
Deaco
Solicitor, Hong Kong SAR
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W, Judson Martin
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IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.8.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 Sepfember 24, 2012Z)

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

MSX 1A4

Robert W. Staley (LSUC#271151)
Kevin Zych (LSUC #33129T)
Derek J. Bell {LSUC #434207)
Jonathan Bell (LSUC #55457F)
Tel: 416-863-1200 )

Fax: 416-863-1716

Lawyers for the Applicant
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Sino-Forest Corporation

' 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 "OSC" 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
(http:/iwww.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 Criginal 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 Enfercement
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 Corporation

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; +1 212 333 3810 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-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. Tam 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 T 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 FTT Consulting Canada
Inc. as the Monitor in the CCAA proceedings., A copy of the Initial Order is attached as Exhibit

IIBII.

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 fo 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 Court 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 Initlal Order Affidavit, SFC and certain of its current and former officers,
directors and employees, along with SFC's eurrent and former auditors, fechnical consultants and
various underwriters invelved in prior equity and debt offerings, have been named as defendants

in eight class action lawsuits,

7. Tive 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 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.

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 (fhe "Ontario Class Action") on April 18, 2012, The Tresh as Amended
Statement of Claim now names Merrill Lynch, Pierce, Fenner & 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 Saskaichewan, Copies of the
originating documents in those actions are attached as Txhibit "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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11.  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, Tam informed by counsel that many of the 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) Ermst& 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. Pursuant 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 afier September 2010 contained an indemnity

provision, which stated as follows:

To the fullest extont permitted by applicable law and professional regulations, you shall
indemnify us, the other EY Firms and the EY Persons against all claims by third parties
{(including your affillates) and resulting liabilities, losses, damages, costs and expenses
(Including reasonable external and internal legal costs) arising out of or relating to the
Services or this Agreement. On behalf of yourself and your affiliates, you release us, the
other BY Firms and the EY Persons from all claims and causes of action (together,
"Claims") pending or threatened, that you or they may have arising out of the Services or
this Agreement to the extent such Claims result from or arise out of any misrepresentation
or fraudulent acts or omission by you, your employees or agents on your behalf,

Attached at Exhibit "H" is a sample EY engagement letter, dated December 7, 2010, containing

an indemnity provision (contained at paragraph 11 and side-barred for ease of reference), [ 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.

[5. Engagement letters entered into between EY and SFC prior to September 2010 did not
contain similar confractual 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 Ontaric Class Action: Credit Suisse
Securities (Canada), Inc, ("Credit Suisse Canada"), TD Securities In¢. ("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 agrcement, SFC agreed to indemnify the
underwriters in accordance with certain terms 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 "J",
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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, Credii Suisse Canada, UBS Securities 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 of reference) 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 "1.",

20, On June 24, 2009, SFC entered info a dealsr 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-barred for ease of reference) is attached hereto as Exhibit "M".

21, SFC also entered 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 11 (side-barred for ease of reference) is attached as

Exhibit "N",

22, On December 10, 2009, SFC enlered into a purchase agreement in respect of an offering of

convertible senior notes. The initial underwriters for this offering included Credit Suisse USA,
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7

Merrill Lynch and TD. A copy of this agreement containing indemnity and contribution

provisions af sections 7 and 8 (side-batred for ease of reference) is attached as Exhibit "O",

23, SFC also entered into an underwriting agreement on December 10, 2009 in respect of a
share offering. Pursuant to this agreement, SFC appointed Credit Suisse Canada, TD, Duridee,
RBC, Scotia, CIBC, Merrill Lynch Canada, Canaccord and Maison Placements as underwriters,
A copy of tho December 10, 2009 underwriting agreement containing indemnification provisions

at sectlon 9 (side-barred for ease of reference) is attached as Exhibit "P",

24, SFC entered into a purchase agreement on October 14, 2010 in respect of an offering of
guaranteed senior notes, Pursvant to this agreement, Credit Suisse USA and Banc of America
Securities LL.C were appointed lead underwriters, A copy of the October 14, 2010 purchase
agreement containing indemnification and contribution provisions at sections 7 and § (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 fime 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 MF at the City of Hong

)
Kong, Special Administrative Region, ) \
People's Republic of China, this 23 day of ) ‘
April, 2012 )

)

W. Judson Martin
M\Mﬂ

I
-
Richards Butice
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR. ) WEDNESDAY, THE 25"
)
JUSTICE MORAWETZ. ) DAY OF JULY, 2012

g

(% COURMN.THE MATTER OF THE COMPANIES’ CREDITORS

iy CRYNGEMENT ACT, R 5.C. 1985, ¢. C-36, AS AMENDED
?t‘_L P
5 |AEeIRAND B THE MATTER OF A PLAN OF COMPROMISE AND
18 4 GEMENT OF SINO-FOREST CORPORATION
“Hagung 0% ORDER

(Mediation)

THIS MOTION, made by FTI Consulling Canada Inc, in its capacity as monitor (the
“Monitor”) of Sino-Forest Corporation (the “Applicant™) for a consent order conceming

mediation and related relief was heard this day at 330 University Avenue, Toronto, Ontario,

ON READING the Monitor's Notice of Motion dated July {3, 2012 and the Fifth Report
of the Monitor dated July 13, 2012 (lhe “Fifth Report”), the Responding Motion Record of the
Applicants and the Responding Motion Record of Péyry Beijing (as defined below), and on
hearing (he submissions of counsel for the Applicant, the Monitor, the ad hoc committee of
Noteholders (the “Ad Hoc Noteholders™), the ad hoc group of purchasers of the Applicant’s
securities (the “Plaintiffs™) and (he other defendants in the Ontario Class Action and the Quebec
Class Action (the “Third Party Defendants™) and those other parties present, no one appearing
for any of the other parties served with the Monitor’s Motion Record, although duly served as

appears from the affidavit of service of Alma Cano swom July 13, 2012, filed,
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SERVICE AND INTERPRETATION

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the Motion
Record, including the Fifth Report, is hereby abridged and validated such that this Motion is

properly returnable today and hereby dispenses with further service thereof.

2, THIS COURT ORDERS that capitalized tenms used herein and not otherwise defined

shal] have the meaning given Lo them {n the Fifth Report.
MEDIATION

3. THIS COURT ORDERS that the parties eligible 1o participate in the Mediation pursuant
to paragraph 5 of this Order are the Applicant, the Plaintiffs, the Third Parly Defendants (which
shall be read fo exclude Péyry (Beijing) Consulting Company Limited (“Poyry Betjing™)), the
Monitor, the Ad Hoc Noteholders and any insurers providing coverage in respect of the

Applicant and the Third Party Defendants (collectively, the “Mediation Parties™) .

4, THIS COURT ORDERS thal the subject matter of the Mediation shall be the resolution
of the claims of the Plaintiffs against the Applicant and the Third Party Defendants as set out in
the statements of claim in the Ontario Class Action and the Quebec Class Action and any and all
refated claims (the “Subject Claims™), provided that for the purpose of the Mediation, the
Plaintiffs shall not seek contribution from any of the Mediation Parties with respect lo amounts
that could have been sought by the Plaintiffs from P8yry Beijing had the Plaintiffs not reached a
settlement with Poyry Beijing (the “Poyry Settlement”} and provided that the Plaintiffs shall
provide to the Mediation Parties, within [0 days of the dale of this Order or such further time as
this Cowrt may direct, a written summary of evidence proffered by Péyry Beijing pursuant to the
Péyry Settlement, which summary shall be {reated i the same manner as material in the Data

Room (as defined below) pursuant to this Order.

5. THIS COURT ORDERS that, where praclicable, the Mediation Parties shall participate
~ in the Mediation in person and with representatives presenl with full authority to settle the
Subjeet Claims (including any insurer providing coverage), provided that, where not practicable,
the Mediation Parties may participate in the Mediation through counsel or other representatives,

subject to those counsel or other represenfalives having access o represeniatives with full
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authority and undertaking to promptly pursue instructions with respect to any proposed

agreements Lhat arise from the Mediation.

6. THIS COURT ORDERS that parties in addition to the Mediation Parties shal! only have
standing to participate in the Mediation on consent of the Applicani and the Monitor, acting

reasonably, or by further Order of this Court,
DATA ROOM

7. THIS COURT ORDERS thal in connection with the Mediation, as soon as praclicable,
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 than the Applicant, the
incumbent directors of the Applicant and the Monitor) shall have entered into a confidentiality

agreement with the Applicant on terms reasonably acceptable to the Applicant and the Monitor.

8. THIS COURT ORDERS that any Mediation Parties who enler into a confidentiality
agreemen{ as coptemplated by paragraph 7 of this order shall comply with the terms of such

confidentiality agreement.

9, THIS COURT ORDERS that the Applicant, ils subsidiaries and affiljates, and their
directors, officers, employees, agents and advisors, shall incur no [iabilily in connection witly
causing, effecting or acquiescing in the establishment of the Data Room or disclosure in respect
of such materials and the information 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 those materials shall do so at their
own risk, The disclosure of such materials and the information con(ained'therein in accordance
with this Order is not and shall not be public disclosure in any respect. Nothing in this paragraph
alfects any rights or causes of action that any person may have in relation to the prior disclosure
of any of the contents of the Data Room, insofar as such rights or causes of action are
independent from and not related to the provision of materjals and information in accordance
with this Order.
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MEDIATION SCHEDULE
10.  THIS COURT ORDER THAT, the scheduie for the Mediation shall be as follows:

(@  the Mediation shall be conducted on Seplember 4™ and 5", and if a third day is
required, on September 10™, 2012 (the “Mediation Dates");

(bY  additional Mediation dates shall only be added, and any adjourrunents of any
mediation dates shall only be accepled, with the prior writlen consenl of all

Medialion Parlies;

(¢)  the Mediation shall be conducted at a location to be determined by the Mediator

(as defined below); and

(d) _ the Applicant, the Plaintiffs and the Third Parly Defendants shall deliver their
respective written pasition statements to each other and to the other Mediation
Parties on or before August 27, 2012,

APPOINTMENT OF THE MEDIATOR

1}, THIS COQURT ORDERS that the Honourable Justice Newbould shall be appointed

mediator (the “Mediator™),

12, THIS COURT ORDERS that, prior 1o the commencement of the Mediation, the Mediator
shall have the right to communicate with this Court and the Monitor from time 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 terminated under any of the

following circumstances:
(a) by declaration by the Medjator that a settlesnent has been reached,

(b) by declaration by the Mediator that further efforls al medialion are no longer

constdered worthwhjle;
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(c) for any other reason determined by the Mediator;
(d)  mulusl agreement by the Mediation Parties; or
(e) further Order of this Court,

provided that, the Mediation shall in any evenl terminate on Seplember 10, 2012, unless

exlended with the prior written congent of all Mediation Parties.
NO IMPACT ON OTHER PROCELDINGS

14.  THIS COURT ORDERS that all offers, promises, conduct statemenis, whether wrilten or
oral, made in the course of the Mediation are inadmissible in any arbitration or court proceeding,
No persoﬁ shall subpoena or require the Mediator to testify, produce records, notes or work
product in any other existing or foture proceedings, and no video or audio recording will be
made of the Mediation. Evidence that is otherwise admissible or discoverable shall nol be
rendered inadmissible or non-discoverable as a result of its use in the Mediation. In the event
that the Mediation Parties (pr any group of them) do reach a settlement, the terms of that
seftlement will be admissible in any court or other proceeding required to enforce it, unless the
Mediation Parties agree otherwise, [Information disclosed to the Mediator by any Mediation
Parly at a private caucus 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 parly in
the Mediation shall provide such party with rights within these proceedings than such party may

olherwise have.

16.  THIS COURT ORDERS that, subject to any applicable stay of proceedings, nothing in
this Order shall prevent the Applicant, the Monilor or any other party of standing from otherwise
pursting the resolution of claims under the Claims Procedure Order granted by this Courl on
May 14, 2012, or any other matter in these CCAA proceedings, including withoot limitation, lhe

filing and advancement of the Meetings Order and a Plan.
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CONFIDENTIALITY

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 thal any mediation briefs or other documents filed by (he
Mediation Parties that conlain information obtained {rom 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,
MISCELLANEQUS

9. THIS COURT ORDERS that the terms of this Order may only be varied by further Qrder

of this Court, which may be sought on an ex patte basis on consent of the Mediation Parties.
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Court File No. CV-12-9667-00-CL

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

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

(PROCEEDING COMMENCED AT TORONTO)

ORDER
{Mediation}

GOWLING LaFLEUR HENDERSON LLP
Barristers and Solicitors
1 First Canadian Place
100 King Street West, Suite 1600
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M5X 1G5

Derrick Tay / Clifton Prophet/ Jennifer Stam
LSUC Nos.: 211528  34345K / 46735J
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Lawyers for FT! Consulting Canada Inc.,
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE MR. ) MONDAY, THE 30th
)
JUSTICE MORAWETZ ) DAY OF JULY, 2012
{6;%%‘%" -

THE MATTER OF A PLAN OF COMPROMISE OR

G, RIS N%QANGEMENT OF SINO-FOREST CORPORATION
Aguag D

f-;,

ORDER

THIS MOTION made by the Ad Hoc Committee of Purchasers of the Applicarnt’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 Parly, and on
hearing the submissions of counsel for the Moving Party, Sino-Forest Corporation, the
Monitor, an ad hoc Committee of Bondholders, Ernst & Young, BDQO, and certain
underwriters named as defendants in the Ontario Class Action,

AND ON BEING ADVISED that the Applicant consents to the ralief contained
herein and that the Monitor supports the granting of relief contained herein;

1. THIS COURT ORDERS that further service of the Notice of Motlon and
Motion Record on any party not already served is hereby dispensed with,
such that this motion is properly returnable today,

14§2353.2
WELepn 393500007, §A50065¢)
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2. THIS COURT ORDERS the Applicant to make the documents listed in

Schedule "A” hereto {the "Doscuments”) available to the Moving Party and the

other Mediation Parties (as defined in the order of this court dated July 25,

2012 (the “Mediatlon 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 (i) 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 efforis 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 extent 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

1882353 2
WS5Legah0SISOW0ONDT S03G065v]
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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.

8. THIS COURT ORDERS that the Dacuments specified in clauses 1, 2(s), 3
and 4 of Schedule "A" hersto shall be in the English language.

,_. ~ J { i
f.‘ 1:'.%!535 ALAG L ok Ty / |
7 AR b ’
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JUL 30 2012

Prm s, ﬁ
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Schedule “AY

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;

by The Year End Communication or Report of the Auditor to the Audit Committee
from BDO or E&Y, including:

i) Audit scope and findings report;

i) Significant matters discussed with management;

i) Management's analysis and response;

iv) Significant Judgmentis and estimates;

v) Audit risks encountered/identified and audit response; and

vi) Summary of correcied an.d uncorrected financial statement misstatements;

¢) Communications between the audifors 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);

fy List of related parties provided to the auditor each year;

g) Correspondence with the auditor concarning related parties and related party
transactions;

h) Accounting policy manuals or documented accounting policies of the company
for each year;

[R#2353.2
WELegalW05I250M00007 BOSEOS5v)
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i) Process and procedurs manuals of the company for each year, particularly
pertaining to the sales cycle and purchase/acquisition cycle;

i} Ledgers and subledgers for the following accounts;
iy Cash;
i) Sales;
iiiy Timber Inventory, and
iv) Cost of Geods Sold;

k} Sale transaction documents provided to (requested by) the auditors in respect of
timber transactions:

) Sales order (or purchase order from customer) or Sales contract/agrsement;
iy Invoice; and
iii) Preof of collection;

[) Purchase transaction documents provided to (requested by) the auditors in
respect of fimber transactions:

iy Purchase order (or contract/agreement);
i} Invoice; and
iiiy 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);

p) Documentation concerning the auditors’ procedures to independently examine
timber assets, including on-site physical inspection, inventory counts,
examination of transaction documentation, etc.;

1882353.2
WSLepahD592500000071 8056065v]
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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,

) 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 auditers in any such
year, a reasonably detailed descriptien of the non-audit-related work performed
by the auditors in such year,

) Minutes of all-meetings In which the auditors and members of management
participated; and

u) BDO 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 directars
and officers, and an approximation of the remaining insurance coverage; and

4. the claims register as provided by the Monitor .

[882333.2
WSLeguhDSB25MON07N $036065v ]
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THIS AGREEMENT s made this_ 27 ey of_~-SitLY) , 2012
BETWEEN:

Sino-Forest Corporation, on its own behalf and on behalf of its affiliates
(collectively, “Sino-Forest™)

~and -

Parn  LANT
(the "Recipient")

A, In connection with the claim or claims filed by or on behalf of the Reciplent in Sino-
Forest's proceedings pursuant to the Companies' Creditors Atrangement Act (the "CCAA
Proceedings"), including any potential settlement, mediation or determination in respect
thereof within the context of the CCAA Proceedings (the "Claims"), Sino-Forest is
prepated to furnish the Recipient with certain information that is non-public, confidential
and/or proprietary in nature,

B, As a condition to Sino-Forest furnishing such information to the Recipient, Sino-Forest
requires the Recipient to agree to the torms and conditions contained herein,

NOW THEREFORE, for good and valuable. congideration, the reccipt and
sufficiency of which i hereby acknowledged by each of Sino-Fotest and the Reolplent
(collectively, the “Partles™), the Partics hercby agree as follows:

DEFINYTIONS

i. In this Agreement, but subject to section 2, the term “Fnformation” means all
1nformation in whatever form (including, without limitation, written, oral and olectronic
information) that has been or is hereafior firnished to, or that has or hereafier comes into
the knowledge or possession of the Recipient andfor the Reclpient's partners, directors,
officers, employees, agents, representatives, inoluding the Recipient's lawyets,
accountants, consultauts and financial or other advisors (collectively with the Recipient,
the “Recipient Representatives™), whether disclosed by Sino-Forest divectly or on its
behalf through Sino-Forest’s affillates or any of their respective agsoclates, dlrectors,
officers, employees, agents or representatives, including Sino-Forest’s lawyers,
accountants, consultants and financial or other advisors (collectively, “Sino-Forest
Representatives™), concernlng the business, affairs, operations, results of operations,
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.

gontracts, liabilitles, properties, prospects, financial condition or assets of Sino-Forest
(including, without limitatlon, its affiliates and associates) andfor any potential
arrangement, restructuring, transaotion or series of transactions (any of the foregoing, a
“Transaction”) concerning Sine-Forest or its affiliates, and all analyses, compilations,
data, studies or other documents or records (whether in writing or stored in computerized,
electronic, disc, tape, flash drive or any other form) prepared by any Recipient
Representative insofar as such analyses, compilations, data, studies or other documents or
recordy contain or ate based upon any such information,

2, The definition of *Information” shall not Inchude information which:

(8 s or becomes within the public domein through no fault of or action by the
Recipient Repregentatives;

{b)  was rightfully in the possession of the Recipient prior to the date of this
agreement without any duty or obligation of confidentiality or becomes rightfully
and freely available 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 & legal right fo disclose such
information to the Reciplent free of any obligation of confidentiality of any kind
directly or indirectly to Sino-Forest or any Sino-Forest Representative; or

(¢)  was or is independently developed by or on behalf of the Recipient without any
use of the Information,

3. In this Agreement, the terms “affillate” and “associate” have the meanings asoribed
therelo under the Securities Aci (Ontario} and the ferm “person” means any individual,
corporation, parinership, joint venture, association, trust, unincorporated organization,
governmental authority or eny ageney ot instrumentality thereof or any othet entity,

TTED USE

4, The Recipient acknowledges and agrees that the Reviplent Representativas will receive
thie Information solely in connection with the CCAA Proceedings and the Claims filed by
them or on their behglf in the CCAA Proceedings (the “Permitted UJse™). The Reciplent
Representatives shall accept and hold such Information in strict confidence in accordance
with the tetms and provisions conttained herein, The Information shall not be used in
connection with any litigation, administeative or other action or any other proceeding
against Sino-Forest or its affilintes, assoolates, or owrront or former directors, officers,
employees, agents or representatives,

5. Nothing in this Agreoment constituies a waiver or resiriction of any rights at law to
sepatately compel production or disclosure of any information as part of any legal
prooceeding or the use of such information so sepacately compelied or disclosed as
permitted by the rules of civil prosedure or applicable law,
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The Recipient represeutis and warcants to Sino Forest that it has the capacity and authority
to enter into this Agreement,

) LIT

Exoept ais expressly permittod herein, the Information shall be kept confidential and the
Recipient Representatives shall not:

()  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 Islands, the Ceyman Islands,
Barbados or the United States of Amerion;

(b)  permit any other person to have access to any of such Information; or

{¢)  use or permit any person to use any of such Information for any purpose other
than the Permitted Use,

unless in each such case (i) Sino-Forest has provided prior written consent for any such
disolosure, access or uge, or (i) such person has executed with Sino-Forest a
confidentiality agreement acceptable to Sino-Forest in respeot thereof.

Except as otherwise expressly provided for herein, the Reciplont may transmit the
Information fo, and only to, Recipient Representatives, but only to the extent that the
Recipient Representatives need to know such Information, for the sole purpose of the
Permitted Use and only to the extent that any agents, representatives or advisors of the
Recipient to which such Information la transmiited have cither exccuted a form of
confidentiality agreement acceptable to Sino-Forest or have agreed in writing to Sino-
Forest to be bound by this Agreement and to be responsible for any breach of their
obligations fhereunder or hereunder (which such agreement may be evidenced by
executing this Agreemeont as a Reoiplent Representative). With respect to any of the
Recipient Representatives who have not executed thelr own confidentiality agreements
direcily with Sino-Forest, the Resciptent shall notify such Recipient Ropresentatives in
writing of the obligation to protect the confidentiality of the Information and the other
obligations hereunder, and shall require such Recipient Representatives to use the same
degree of care as is used with their own confidential information, which. shall not be less
than reasonable oare. The Recipient shall be responsible for any breach of the obligations
hereunder by it or by any of the Recipient Representatives who have not exceuted their
own confldentiality agreements direotly with Sino-Forest.

During the term of this Agreement as provided by section 16, and except as otherwise
expressty provided herein, the Recipient covenants and agrees with Sino-Forest that the
Reciplent shall not directly or indirectly, either alone or in conjunction with any person,
whether as principal, agent, shaveholder, officet, director, consultant, manager, owner,
partner, Hmited partner, Joint veninrer, employee, trustee or in any other capacity
whatsoever, and except ag is agreed to in wrlting by Sino-Forest:

(a)  use the Information for any purpose other than the Permitted Use; or
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(b) make any public announcement or disclosure of or with respeet to the
Information,

10.  The Recipient acknowledges and agrees that access by it or any Recipient Representative
to the Information may provide the Reclpient Representatives with materlal information
concerning Sino-Forest which has not been publicly disclosed. Accordingly, the
Recipient Representatives may be subject to applicable securities or other laws that
would restrict their ability to discloss the fnformation to other persons or trade in any of
Sino-Forest’s seouritics, The Reoipient acknowledges and agree that it is aware of such
laws,

STORAGE AND RETURN

11, The Recipient Representatives shall store all Information in a proper and seours manner,
Upon. tormination of this Agreoment, the Reoiplent Representatives shall, promptly upon
written request from Sino-Forest, return or destroy all of the Information. Such return or
destruction, however, does not abrogate or diminish the continuing obligations of the
Recipient Representatives under this Agreement,

Q X ON TQ PRO ] ATION

12, X is understond and agreed that this Agreement does not obligate Sino-Forest to provide
any Information to any of the Recipient Ropresentatlves,

ABSENCE OF REPRESENTATIONS OR WARRANTIES
13,  The Recipient acknowledges and agrees that!

(@}  nolther Sino-Farest nor the 8ino-Forest Reprosentatlves are making any
representation or warranty, express or implied, as to the acouracy or completeness
of any Information disclosed to any of the Reciplent Reprosentatives and that
Sino-Fotest on behalf of itself and the Sino-Forest Representatives, expressly
disclaims any liability to the any of the Recipient Representatives resulting from
any reliance upon or use of any of the Information by any of the Recipient
Represontatives, which disolaimer is hereby accepted by the Recipient on Hs own
behalf and on behalf of each and every Recipient Representative;

(b)  the Information may include certaln agsumptions, statements, estimates and
projections with respect to the anticipated future performance of 8ino-Forest’s
business or Sino-Forest or with respect to particular aspeots of Sino-Forest’s
business or Sino-Forest;

()  nelther Sino-Forest nor the Sino-Forest Reprosentatives make any representation
or warranty as to the accuracy or reagsonableness of such assumptions, statements,
estimates or projections;

(d)  neither Sino-Forest nor the Sino-Forest Representatives will have any Hability to
arty of the Recipicnt Representatives in any way pertaining to the Information,
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inctuding without imitation any reliance upon or use of any of the Information by
or on. behalf of any of the Recipient Representatives; and

(¢)  Sino-Forest has executed this Agreement on its own behalf and on behalf of the
Sino-Forest Representatives, including, without limitation, Sino-Forest's affiliates,
wherever incorporated, and that all such Sino-Porest Representatives shall be
entitled to enforce this agreement either divectly ot through Sino-Forest acting as
their agent and attorney,

provided, for grealer certainty that nothing in this section 13 shall affect any rights or
canges of action that any person may have in relation to Information disclosed pricr to the
date of this Agreement, ingofar as such rights or causes of action are independent from
and not related to the provision of materials and information pursnant to this Agreement,

INJUNCTIVE RELIER
14, The Recipient further acknowledges and agrees that:

(8  a breach of this Agreement may result in material, direct and consequential
damages to Sino-Forest;

(b)  Sino-Forest would not have an adequate remedy at law and would be harmed
irreparably in the event that any of the provisions of this Agreement were not
performed in accordance with thelr specific terms or were otherwise breached;

()  Sinp-Forest will be entitled, without proof of actual damages, to injunetive or
other equitable relief to prevent any breach or further breach of this Agreement
and to enforco specificatly the terms and provisions hereof, all in addition to any
other remedy to which Sino<Forest may be entitled at law; and

(&) in the event of a breach of this Agreement, the Reoiplent hereby irrevocably
consents to the grant of any such equitable rollef,

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 mal, or by
transmittal by electronic mail and fax addressed to the recipient as follows:

(®  ifto Sino-Forest:

Sino-Forest Corporation
Room 3815-20 38/R, Sun Fung Kai Centre,
30 Harbour Road, Wanchai, Hopg Kong

Attention: Mz, Judson Martin, Chief Executive Officer

Fax: +852 2877 0062
BEmail; judson-martin@sinoforest.com
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with a ¢opy fo:

Benneit Jones LLP

1 Flrst Cangdian Place
Suite 3400

Toronto, Ontario M5X 1A4

Attention;  Robert W. Staley and Kevin J, Zyck
Fax: (416) 863 1716

Email: staloyr@bennettjones.com / zychk@bennettjones.com
(b)  ifto the Recipient; | j7ei LS CARIS
Name: DAVID GRAaVT
Address : 680, W A
Fax: (516)) blo~ 75445
Email:

cors of DI
L. 2590, LogDod, onTafi, NbA BVE

With a copy to:

or to such other address or fax nuymber 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 glven on the day of actual delivery to the recipient and
aty party required to be oopied and, if given by email or fax, on the day of iransmittal if
transmitted priot to 5:00 p.m, (Toronto time) on a business day, oi the next buginess day
if transmitied afler 5:00 p.m, Service upon Benneit Jones LLP shall not constitute service
or notice of any dotument to Sino-Forest.

TERM AND TERMINATIO

16,  This Agreement shall become effeotive as of the date first written above, This
Agreement ghall terminate upon the eatliest of! (i) the date that is ten yeats affer the
effective date of this Agreement; (1i) the public disclosure by Sino-Forest of all material
non-public information received by the Recipient Representatives; (iif) wpon the date of
an order of o court of competent jurisdiction terminating this Agreement; or (iv) as may
be otherwise mutually agreed in writing by the Parties.

17.  Except as otherwise specifically approved by Sine-Forest, duting the period commoneing
on the date of this Agreement and terminating only in the event of the issvance of an
order of a court of competent jurisdiction or as otherwise mutually agreed to in writing by
the Parties, none of the Recipient Representatives shall, directly or indirectly make or

WSLopel\059250A00007\3046R69v1




167

-7

participate in any solicitation of proxies from Sinc-Forest's security holders based upon
any Information disclosed to any of the Recipient Representatives.

NO WAIVER

18,  No failuro or delay by Sino-Forest in excrcising sny right, power or privilege under this
Agroement, or any single or partial exercise thereof, shall operate as a waiver or preclude
any other or future exeroise of any right, power or privilegs hereunder.

-ABSIGNME i E,

19.  The Recipient may not assign this Agreement or any of their rights or obligations
hercunder, Subject to the foregoing, this Agreement shall benefit and be binding wpon
the Partics and their respective successors,

ENTIRE AGREEMENT

20. This Agreement contains the enfire 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. This Agteement may be
amended only by written instrument duly executed by the Parties.

GOVERNING LAW

21, This Agreentent shall be govetned by and construed in accordance with the laws of the
Provinee of Ontario and the laws of Canada applicable therein,

BMISSION TO JURISDIC : Y IR

22,  Each Party irrevocably submits to the non-exciusive jurisdiction of the courts of
competent jurisdiction in the Provincs of Ontario in respect of any action or proceeding
relating In any way to the Parties’ obligations undet this Agreement {but not otherwise)
(an “Apreement Action”). Each Party consents to an Agreement Action being tried in
‘Toronto and, in partioular, being placed on the Commercial List of the Ontario Supertor
Coutt of Justice. The Parties shall not raise any objection to the venue of an Agreement
Action in any such court, including the objection fhat the Agreement Action hag been
brought in an inconvenient forum, A final judgement or order in an Agreciment Action
may be enforced. in other jurisdictions (including, without lituitation, in the People's
Republic of China, Hong Kong, the British Virgin Islands, the Cayman Islands, Barbados
and the United States of America and any province, siate or territory of any of the
foregoing) by suit on the judgment or in any other manner specified by law and shall net
be te-litigated on the merits. The Parties waive any right to trial by juty in an Agreement
Action, whether sounding in contract, tort or otherwise, Any Party may filo a copy of
this paragraph with any such court as written evidence of the knowing, voluntary and
bargained for agreement between the Parties irrevocably to waive trial by jury in respect
of an Agreement Action, and that any such Agroement Action shell instead be fried by a
judge or judges sitting without a jury.
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8
MAINTENANCE OF PRIVILEGE.
23,  The Reciplent acknowledges that certain of the Information to which the Recipient

Representatives may be given access putsuant to this Agreement is information to which
privilege may attach (colleotively, “Privileged Information™), The Recipient
acknowledges and agrees that access to any Privileged Information is being provided
solely for the purposes set out in this Agreement 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 right to assert or claim privilege in respect of Privileged Information. To the
extent thet 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 sei out in this Agreement and
will not constitute a watver of any other fype 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 assert privilege in respeet of Privileged Information,

RESTRICTIONS ON COMMUNICATIONS

24

The Recipient acknowledges and agrecs that Benneit Jones LLP (*Bennetf”) and FTI
Consulting Canada Ine., as the Court Appointed Monitor of 8ino-Forest Corporation (the
"Monitoxr") shall co-ordinate the Recipient Representatives' aceess to Information and the
Recipient agrees that (i) requests for any additional Information, and (il) diseussions or
questions regarding access to Information and data room procedures shall, in each oase,
be directed by the Reoipient Representatives exelusively to both Bonneit and the Monitor,
The Recipiont agtees that, except as tet out above in this section 24 or otherwise agreed

to in writing by Sino-Forest, no Recipient Reprosentative shall contact, meet with,.

request Information from or communicate with any Sino-Forest Representatives with &
view to disoussing in any manner the Information,

COUNTERPARTS

23,

This Agrecement may be exccuted and delivered in any nwmbor of counterparts and by
facsimile or PDF, each of which shail be deemed to be an original, and all such respective
counterparts shall together constituie one and the same instrument,

The remainder of this page is intentionally lefi blank and the execution page follows.
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IN WITNESS WHEREOY the Parties have mutually agreed to all of the terms and conditions
herein as of the date first set out above.

SINO-FOREST CORPORATION, on its
own behalf and on behalf of its affiliates

By:

Name:
Title:

NAME OF RECIPIENT:

Name: "Das i (GEAST .
Tile; Reflesarameaal 7

AGREEMENT OF RECIPIENT REPRESENTATIVE TO BE BOUND:

The undersigned acknowledges and agrees that it is a Recipient Representative and, 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:
Tiile:
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Court File No. CV-12-9667-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE MR. WEDNESDAY, THE 10"

)
)
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 1A4

Robert W. Staley (LSUC #27115))
Kevin Zych (LSUC #33129T)
Derek J. Bell (LSUC #434207)

Raj Sahni (LSUC #42942U)
Jonathan Bell (LSUC #55457P)
Tel: 416-863-1200

Fax: 416-863-1716

Lawyers for the Applicant



IN THE MATTER OF THE COMPANIES CREDITORS' ARRANGEMENT ACT, R.S8.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 Returnable October 9-10, 2012)

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