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This is Exhibit “F” referred to in the
Affidavit of Rebecca Wise

Sworn before me, this 23 r)\

day of April, 2012

A Commissioner, Etc.

ADAM MARCUS SLAVENS

Barrister and Solicitor, Notaty
Public for the Province of Ontario
My Commission is unlimited as 1o tinie.
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Execution Version

UNDERWRITING AGREEMENT

Credit Suisse Securities (Canada) Inc.
1 First Canadian Place

Suite 3000, P.C. Box 301

Toronto, Ontario M5X 1CS

Canada

Dundee Securities Corporation
2700, 1 Adelaide Street East
Toronto, ON M5C 2V9
Canada

Scotia Capital Inc.

18th Floor, Scotia Tower
650 West Georgia Street
Vancouver, BC V6B 4N9
Canada

Merriil Lynch Canada Inc.
Brookfield Place, Wellington Tower
181 Bay Street, Suite 400

Toronto, ON M5J 2V8

Canada

Maison Placements Canada Inc.
Suite 906, 130 Adelaide Street West
Torento, ON M5SH 3P5

Canada

(together, the “Underwriters”)

Dear Sirs and Mesdames:

December 10, 2008

T Securities Inc.

1 Place Ville Marie Suite 2315
Montreal, Quebec H3B 3M5
Canada

RBC Dominion Securities
P.0O. Box 7500, Station "A*
77 King Street West
Toronto, ON M5W 1P9
Canada

CIBC World Markets

161 Bay St, Brookfield Place
P.O. Box 500 |
Toronto, O MB5] 258
Canada

Canaccord Financial Ltd.
161 Bay Street, Suite 2900
P.O. Box 516

Toronto, ON M5J 251
Canada

SINO-FOREST CORPORATION, a Canada Business Corporations Act corporation (the
“Company"), proposes to issue and sell to Credit Suisse Securities (Canada) Inc. (“Credit
Suisse”), TD Securities Inc., (together, the “Co-Lead Underwriters”), Dundee Securities
Corporation, RBC Dominion Securities Inc., Scotia Capital Inc., CIBC World Markets Inc,,
Merrill Lynch Canada Inc., Canaccord Financial Ltd., and Maison Placements Canada Inc.
(collectively, the “Underwriters”) 19,000,000 common shares in the capital of the Company
(the “Firm Shares”). The Company also proposes to issue and sell to the Underwriters not
more than an additional 2,850,000 Common Shares in the capital of the Company (the
“Optional Shares”) if and to the extent that the Underwriters shall have determined to
exercise the right to purchase such Optional Shares granted to the Underwriters in Section 3
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hereof. The Firm Shares and the Optional Shares are hereinafter collectively referred to as
the “Offered Shares”.

We also understand that the Company is eligible to file, and will prepare and file a
preliminary short form prospectus and a (final) short form prospectus and all other
necessary documentis in order to qualify the Offered Shares for distribution to the public in
each of the provinces of Canada (the “Offering™).

The following are the terms and conditions of the agreement among the Company
and the Underwriters:

1. Definitions: In-this' Agreement, unless otherwise defined herein, the following words
and terms shall have the following meanings:

(a) #1933 Act” means the United States Securifies Act of 1933, as amended.

(b} ”1934 Act” means the United States Securities Exchange Act of 1934, as
amended.

(© "Affiliates” or “affiliates” has the meaning specified in Rule 501(b) of
Regulaton D under the 1933 Act.

(d) “Agreement” means this underwriting agreement between the Company
and the Underwriters dated December 10, 2009, and all schedules attached
hereto and any and all amendments made hereto and thereto.

(e) " Agreements and Instruments” has the meaning specified in Section 2(ss).

® "Business Day” means a day which is not a Saturday, a Sunday or a
statutory or civic holiday in the City of Toronto, Ontario, the City of New
York, New York or the City of Hong Kong, SAR.

@ “Canadian Securities Laws” means the securities laws, regulations, rules,
published national and local instruments, policy statements, notices, blanket
rulings and orders, discretionary rulings and orders applicable to the
Company, and prescribed forms, collectively, of each of the Qualifying
Jurisdictions and all rules, by-laws and regulations governing the TSX, all as
the same are in effect at the date hereof and as amended, supplemented or
replaced from time to time.

(k) “Claim” has the meaning specified in Section 9(a).

(i) "Closing Date” has the meaning specified in Section 4.

M “Closing Time"” means 8:00 a.m. (Torento time) on the Closing Date or such
other time on the Closing Date, as the Company and the Underwriters, may
agree.

(k) "Co-Lead Underwriters” has the meaning set forth in the Recitals,
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“Common Shares” means the common shares in the capital of the.

Company.

“Company” has the meaning set forth in the Recitals.

“Company Public Documents” has the meaning specified in Section Z(hh).‘ |
“Company’s Auditors” means Ernst & Young LLP.

“Company’s BVI and Cayman Counsel” means the law firm of Appleby in
the British Virgin Islands.

“Company’s Canadian Counsel” means the law firm of Aird & Berlis LLP.

“Company’s Counsel” means, collectively, Company’s Canadian Counsel,
Company’s PRC Counsel, Company’s Hong Kong Counsel, Company’s BVI
and Cayman Counsel and Company’s U.S. Counsel.

“Company’s Hong Kong Counsel” means the law firm of Linklaters.
*Company’s PRC Counsel” means the law firm of Jingtian & Gongcheng,
“Company’s U.5. Counsel” means the law firm of Linklaters.

“Condition of the Company” means the business, affairs, operations,
assets,. properties, prospects, liabilities (contingent or otherwise), capital,
earnings or condition (financial or otherwise) of the Company and its
Subsidiaries, taken as a whole,

“critical accounting policies” has the meaning specified in Section 2(mm).
“Defaulted Securities” has the meaning specified in Section 10(b).

“Directed Selling’ Efforts” means “directed selling efforts” as that term is
defined in Regulation S, Without limiting the foregoing, but for greater
clarity in this Agreement, it means, subject to the exclusions from the
definition of “directed selling efforts” contained in Regulation S, any
activity undertaken for the purpose of, or that could reasonably be expected
to have the effect of, conditioning the market in the United States for any of
the Offered Shares, and includes the placement of any advertisernent in a
publication with a general circulation in the United States that refers fo the
Offering,

“distribution” and “distribution to the public” shall have thé respective
meanings ascribed thereto in the Canadian Securities Laws.

“Enterprise Income Tax Law” means the PRC Enterprise Income Tax Law
enacted on March 16, 2007 and effecive on January 1, 2008 and its
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Implementation Rules issued on December 6, 2007 and effective on January
1, 2008.

“Environmental Laws” has the meaning specified in Section 2(dd).

“Final International Offering Memorandum” means the final international
offering memorandum prepared by the Company for use in connection
with the International Offering, which consists of the Prospectus in the
English language and certain additional pages, as amended or
supplemented.

“Financial Information” has the meaning specified in Section 6(j)(vi).
“Firm Shares “ has the meaning specified in the Recitals.

“GAAP” has the meaning specified in Section 2(ji).

“Governmental Authorizations” has the meaning specified in Section 2(d).
"Hazardous Substance” has the meaning specified in Section 2(ee).
“including” means including, without limitation.

“Indemnified Party” has the meaning specified in Section 9(a).
“Intellectual Property Rights” has the meaning specified in Section 2(f).

“International Offering” means the distribution of the Offered Shares by
the Underwriters and their affiliates outside of Canada.

“Master Agreements” means the agreements entered into by certain
Subsidiaries, pursuant to which the Company secures its supply of standing
timber.

“misrepresentation”, “material fact” and “material change” mean, with
respect to circumstances to which the Canadian Securities Laws of a
particular Qualifying Jurisdiction are applicable, a misrepresentation,
material fact, and material change as defined under the Canadian Securities
Laws of that Qualifying Jurisdiction and, if not so defined or in
circumstances in which the particular Canadian Securities Laws of a
particular Qualifying Jurisdicion are not applicable, mean a
misrepresentation, maferial fact and material change as defined under the
Securities Act (Ontario).

“NI 44-101” means National Instrument 44-101 - Short Form Prospectus
Distributions.
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(Pp) “Notes” means 1U5$400 million of 4.25% convertible senior notes due 2016,
as more partcularly described in the final offering memorandum dated

December 10, 2009.
(qq) “OFAC" has the meaning specified in Section 2(cc).
(rr) ”Qffered Shares” has the meaning specified in the Recitals.
(ss) “Offering” has the meaning specified in the Recitals.

(t8) "Offering Documents” means the Preliminary Prospectus, the Prospectus,
the Supplementary Material, the Preliminary International Offering
Memorandum and the Final International Offering Memorandum.

(ww)  “Option Closing Date” has the meaning specified in Section 3.
(vv)  “Option Closing Time” has the meaning specified in Section 4.
(ww)  “Optional Shares ” has the meaning specified in the Recitals.

(x) "Over-Allotment Option” has the meaning specified in Section 3.

(vy) “Plantation Rights Certificates” means certificates issued under the PRC
Forestry Law in respect of the right to use the plantation land and to own
the planted frees (in the case of planted forestry plantations) or to the
owners of the plantation trees (in the case of purchased free plantations).

(zz) “PRC" means the People’s Republic of China (excluding Hong Kong,
Macau and Taiwan for the purposes of this Agreement).

(aaa) “PRC Limited Company Subsidiary” or “PRC Limited Company
Subsidiaries” has the meaning specified in Section 2(j).

(bbb) “PRC Subsidiaries” has the meaning specified in Section 2(j).

(ccc)  “Preliminary International Offering Memorandum” means the
preliminary international offering memorandum prepared by the Company
for use in connection with the International Offering, which consists of the
Preliminary Prospectus in the English language and certain additional
pages, as amended or supplemented.

(ddd) “Preliminary Prospectus” means the preliminary short form prospectus of
the Company dated the date of this Agreement, in English and French, and
filed with the Securities Regulators in connection with the qualification of
the Offered Shares for distribution in the Qualifying Jurisdictions, and the
term “Preliminary Prospectus” shall be deemed to refer to and to include all
the documents incorporated therein by reference and any amendment or
restaterment thereto. For avoidance of doubt, reference to “Preliminary
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Prospectus” shall include the Preliminary Prospectus included in the
Preliminary International Offering Memorandum.

“Prospectus” means the (final) short form prospectus of the Company in
English and French, approved, signed and certified in accordance with the
Canadian Securities Laws, relating to the qualification for distribution of the
Offered Shares under applicable Canadian Securities Laws in the Qualifying
Jurisdictons, and the term “Prospectus” shall be deemed to refer to and
include all the documents incorporated therein by reference. For avoidance
of doubt, reference to “Prospectus” shall include the Prospectus included in
the Final International Offering Memorandum.

“Purchase Frice” has the meaning specified in Section 3.

“Qualified Institutional Buyer” means a “qualified institutional buyer” as
that term is defined in Rule 144A.

“"Qualifying Jurisdictions” means the provinces of British Columbia,
Alberta, Saskatchewan, Manitoba, Ontario, Québec, New Brunswick, Nova
Scotia, Prince Edward Island and Newfoundland and Labrador.

“Regulation D" means Regulation D adopted by the SEC under the 1933
Act.

“Regulation 8” means Regulation S adopted by the SEC under the 1933 Act.
"“Repayment Event” has the meaning set forth in Section 2(vv).

“Rule 144A” means Rule 144A under the 1933 Act.

“SEC” means the United States Securities and Exchange Commission.

“Securities Regulators” means the applicable securities commission or
regulatory authority in each of the Qualifying Jurisdicions and in the
United States, as applicable.

“Solvent” has the meaning specified in Section 2(t).
“Subsidiary” means:

any corporation of which securities, having by the terms thereof ordinary
voting power to elect a majority of the board of directors of such
corporation (irrespective of whether at the time shares of any other class or
classes of such corporation might have voting power by reason of the
happening of any contingency, unless the contingency has occurred and
then only for as long as it continues), are at the time directly, indirectly or
beneficially owned or controlled by the Company or one or more of its
Subsidiaries, or the Company and one or more of its Subsidiaries;
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any partnership of which the Company, or one or more of its Subsidiaries,
or the Company and one or more of its Subsidiaries: (x) directly, indirectly
or beneficially owns or controls more than 50% of the income, capital,
beneficial or ownership interest (however designated) thereof; and (y) is a
general partner, in the case of a limited partnership, or is a partner that has
the authority to bind the parinership in all other cases; or

any other person of which at least a majority of the income, capital,
beneficial or ownership interest (however designated) is at the time directly,
indirectly or beneficially owned or controlled by the Company, or one or
more of its Subsidiaries or the Company and one or more of its Subsidiaries;

provided that the term Subsidiary shall in any event include the WFQEs
and each of the additional entities identified in Schedules 1, 2, 3, 4, 5and 6
but excludes Sino-Panel Corporation, Sinowood Holdings Limited,
Sinowood Finance Limited, Khan Forestry Inc. and Max Gain Development
Limited which have no or minimal assets or liabilities, are not engaged in
any operation and are currently considered inactive.

"Substantial U.S. Market Interest” means “substantial U.S. market
interest” as that term is defined in Regulation S.

“Supplementary Material” means, collectively, any amendment or
supplement to the Prospectus or any other similar documents required to be
filed by the Company under the Canadian Securities Laws in connection
with the Offering.

“to the best of the knowledge, information and belief of” means (unless
otherwise expressly stated) a statement of the declarant’s knowledge of the
facts or circumstances to which such phrase relates after having made due
inquiries and investigations in cormection with such facts and
circumstances.

“TSX" means the Toronto Stock Exchange.
“Underwriters” has the meaning set forth in the Recitals.

*Underwriters’ Canadian Counsel” means the law firm of Stikeman Elliott
LLP.

“Underwriters’ Counsel” means collectively, Underwriters’ Canadian
Counsel, Underwriters’ PRC Counsel and Underwriters’ U.S, Counsel.

“Underwriters’ PRC Counsel” means the law firm of Commerce & Finance
Law Offices.

“Underwriters’ U.S. Counsel” means the law firm of Dawvis Polk &
Wardwell.

791



792

-8-

(zzz) “United States” means the United States of America, its territories and
possessions, any State of the United States, and the District of Columbia.

(aaaa) "“U.S. Securities Laws” means all applicable securities legislation in the
United States, including, the 1933 Act, as amended, and the 1934 Act, as
amended, and the rules and regulations promulgated thereunder.

(bbbb) “WFOEs" has the meaning set forth in 2(j). -

2, Representations and Warranties. The Company represents and warrants to the
Underwriters and acknowledges that the Underwriters are relying upon such
representations and warranties in connection with their-execution and delivery of this
Agreement, and delivery of each of the Offering Documents by the Company to the
Underwriters shafl conshtute the representation and warranty of the Company to the
Underwriters, that:

(a) The Company is continued under the laws of Canada and is validly existing
as a corporation in good standing under the laws of Canada, has the
corporate power and authority to own its property and to conduct its
business as described in the Offering Documents and is duly qualified to
transact business and is in good standing in each jurisdiction in which the
conduct of its business or its ownership or leasing of property requires such
qualification, except to the extent that the failure to be so qualified or be in
good standing would not have a material adverse effect on the Company and
its Subsidiaries, taken as a whole.

(b) All of the subsidiaries of the Compary, except those specifically excluded in
Section 1(ppp), are listed on Schedule 6 hereto; there is no other company or
undertaking in which any of the Company or its Subsidiaries directly or
indirectly owns or controls or proposes to own or control a majority interest
(whether by way of shareholding, trust arrangement or otherwise).

(c) Each Subsidiary has been duly incorporated, amalgamated, formed or
continued, as the case may be, is validly existing as a corporation in good
standing under the laws of the jurisdiction of its incorporation,
amalgamation, formation or continuance, has the corporate power and
authority to own its property and to canduct its business as described in the
Offering Documents and is duly qualified to transact business and is in good
standing in each jurisdiction in which the conduct of its business or its
ownership or leasing of property requires such qualification, except to the
extent that the failure to be so qualified or be in good standing would not
have a material adverse effect on the Company and its Subsidiaries, taken as
a whole; except as disclosed in the following item (m) all of the issued shares
of capital stock of each Subsidiary have been duly and validly authorized
and issued, are fully paid and non-assessable and the shares of capital stock
of each such Subsidiary owned by the Company of another Subsidiary are
owned directly or indivecly by the Company, free and clear of all liens,
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encumbrances, equities or claims other than as set forth in the Offering
Documents.

Each of the Company and its Subsidiaries has obtained all consents,
authorizations, approvals, orders, certificates and permits of and from, and
has made all declarations and filings with, all relevant national, local or other
governmental authorities and all relevant courts and other tribunals
(“Governmental Authorizations”) which are required for the Company or
any of its Subsidiaries to own, lease, license and use its properties and assets
and to conduct its business in the manner described in, and contemplated by,
the Offering Documents, Except for the Governmental Authorizations whose
absence would not have a material adverse effect on the Condition of the
Company, all such Governmental Authorizations are in full force and effect;
none of the Company and its Subsidiaries is in violation of, or defauit under,
such Governmental Authorizations.

Each of the Company and its Subsidiaries has good and marketable title to all

- real property and all personal property owned by if, in each case free and

clear of all liens, encumbrances and defects, except such as do not materially
affect the value of such property and do not interfere with the use made and
proposed to be made of such property by it and except for the mortgages,
liens, pledges or other security interests relating to the bank borrowings and
other indebtedness by the Company disclosed in the Offering Documents;
and any real property and buildings held under lease by the Company and
its Subsidiaries are held by them under valid, subsisting and enforceable
leases with such exceptions as are not material and do not interfere with the
use made and proposed to be made of such property and buildings by the
Company and its Subsidiaries, in each case except as described in or
contemplated in the Offering Documents.

The Company and its Subsidiaries own or possess or can acquire on
reasonable terms sufficdent trademarks, trade names, patent rights,
copyrights, licenses, approvals, trade secrets amd other similar rights
(collectively, the "Intellectual Propexty Rights”) reasonably necessary to
conduct their businesses as now conducted; neither the Company nor any of
its Subsidiaries has received any notice of or is otherwise aware of
infringement or conflict with asserted Intellectual Property Rights of others.

This Agreement has been duly authorized, executed and delivered by the
Company and is a valid and binding agreement of the Company enforceable
against the Company in accordance with its terms, subject to bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium and similar laws
affecing creditors’ rights generally and subject to the qualification that
equitable remedies may be granted in the discretion of a court of competent
juirisdiction.

The relevant PRC Subsidiaries have duly obtained or are in the process of
applying for the relevant Plantation Rights Certificates, its equivalents or
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other relevant approvals for their legal titles to the plantation land use rights
and the planted tree plantations. The relevant PRC Subsidiaries have planted
approximately 69,000 hectares of planted tree plantation as of September 30,
2009.

Each of the Company and its Subsidiaries has the right to conduct business in
the PRC in the manner as presently conducted and as described in the
Offering Documents, and has the right to own the purchased tree planfations
(as set forth in the Offering Documents) and has the right to log, transport,
and sell the purchased tree plantations in accordance with the PRC Jaws and
regulations.

Each of the Company’s Subsidiaries in the PRC has been duly established as
a wholly foreign owned enterprises (each, a “WFOE" and, collectively the
“WFOEs") or a PRC limited company invested by WFORE (each, a “PRC
Limited Company Subsidiary” and, collectively the “PRC Limited
Company Subsidiaries”; together with the WFOEs, the “PRC Subsidiaries”)
in compliance with applicable PRC laws and regulations.

The ownership structure of the PRC Subsidiaries as described in the Offering
Documents is in compliance with any applicable laws and regulations in the
PRC, .

Except for Sino-Panel (Fujian) Co, Ltd., Sino-Panel (Heilongjiang) Trading
Co., Ltd., Sino-Panel (Guangzhou) Trading Co., Lid., Jiangxi Jiawei Panel Co.,
Ltd., Hunan Jiayu Wood Products Co., Ltd. and Shaoyang Jiading Wood
Products Co,, Ltd. whose registered capital shall be subscribed in instalments
in accordance with their respective government approvals, the registered
capital of each of the PRC Subsidiaries has been subscribed in full and all
government approvals relating to the subscription thereof have been issued
and are in full force and effect; the Company will pay or cause to be paid in
full the unpaid registered capital of Sino-Panel (Fujian) Co, Ltd., Sino-Panel
(Heilongjiang) Trading Co., Ltd., Sino-Panel (Guangzhou) Trading Co., Ltd.,
Jiangxi Jiawei Panel Co., Ltd., Flunan Jiayu Wood Products Co., Ltd. and
Shaoyang Jiading Wood Products Co., Ltd. in due course in accordance with
PRC Jaws and regulations.

The articles of association of each of the WFQEs comply with the
requirements of applicable laws of the PRC, and are in full force and effect.

Each of (i) the documents listed under ”Material Coniracts” in the
Company’'s annual information form dated March 31, 2009, (ii) the Master
Agreements or other contracts entered into by the Subsidiaries of the
Company relating to the purchase of the rights to the trees on particular
plantation land with or without a pre-emptive right to lease such plantation
land, (ili) the longterm lease agreements entered into by any of the
Company's Subsidjaries for tree plantations, (iv) the share purchase or other
investment agreements entered into by the Company and any of its
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Subsidiaries, and (v) any other contracts or arrangements between any of
either the Company or the Company's Subsidiaries and an authorized
intermediary regarding the sales of standing timber, has been duly
authorized, executed and delivered by the relevant Subsidiaries of the
Company, constitutes a valid and binding agreement of each of the parties
thereto, is in full force and effect and is enforceable in accordance with its
terms, subject to bankraptcy, insolvency, fraudulent transfer, reorganization,
moratorinm and similax laws affecting creditors’ rights generally and subject
to the qualification that equitable remedies may be granted in the discretion
of a court of competent jurisdiction. The Company has no knowledge of the
invalidity of or grounds for rescission, avoidance or repudiation of any such
material contract and none of the Company or its Subsidiaries has received
notice of any intention fo terminate any such confract or agreement or
repudiate or disclaim any such transaction. All descriptions of material
contracts or documents in the Offering Documents, to the extent such
descriptions purport to describe or summarize such contracts or documents,
are true and accurate in all material respects, fairly summarize the contents of
such contracts or documents and do not omit any material information which
affects the import of such descriptions.

Each of the WFOEs has obtained all necessary foreign exchange registration
certificates from the State Administration of Foreign Exchange or its local
counterparts and has passed foreign exchange annual inspections, except for
those the absence of which would not result in a material adverse effect on
the Condition of the Company. The Company, through the WFOEs, has
obtained all necessary foreign exchange registration certificates from the
State Administration of Foreign Exchange or its local counterparts for its
investments, in the PRC, No other governmental registration, authorization
or filing with any governmental authority is required in the PRC in respect of
the ownership by the Company of its direct or indirect equity interest in any
PRC Subsidiary, except for those that have already been obtained or those the
absence of which would not result in a material adverse effect on the
Condition of the Company.

Subject to compliance with the requisite procedures under the PRC laws and
regulations, each PRC Subsidiary has full power and authority to effect
dividend payments and remittances thereof outside the PRC in foreign
currency free of deduction or withholding on account of income taxes and
without the need to obtain any consent, approval, authorization, order,
registration or qualification of or with any court or governmental or
regulatory agency or body of or in the PRC, No wholly-owned Subsidiary of
the Company is currently prohibited, directly or indirectly, under any
agreement or other instrument to which it is a party or is subject, from
paying any dividends to the Company, from making any other distribution
on such Subsidiary's capital stock, from repaying to the Company any loans
or advances to such Subsidiary from the Company or from transferring any
of such Subsidiary's properties or assets to the Company or any other wholly-
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owned Subsidiary upon the requisite approval procedures for, such
transferring, except for Sino-Panel (Fujian} Co, -Ltd., Sino-Panel
{Heilongjiang) Trading Co., Ltd., Sino-Panel (Guangzhou) Trading Co,, Ltd.,
Jiangxi Jiawei Panel Co., Ltd., Hunan Jiayu Wood Products Co., Ltd. and
Shaoyang Jiading Wood Products Co., Ltd., whose registered capital has been
partially paid up and the dividend payments and remittances for which shall
be made in proportion to the paid-up contribution of its registered capital,
and except as otherwise described in the Offering Documents.

The authorized capital of the Company conforms to the description thereof
contained in the Offering Documents. None of the outstanding Common
Shares were issued in violation of any preemptive rights, rights of first
refusal or other similar rights to subscribe for or purchase securities of the
Company. There are no authorized or outstanding options, warrants,
preemptive rights, rights of first refusal or other rights to purchase, or equity
or debt securities convertible into or exchangeable or exercisable for, any
capital stock of the Company or any of its Subsidjaries other than those
accurately described in the Offering Documents, including the Notes, if
issued. The description of the Company's stock option, stock bonus and
other stock plans or arrangements, and the options or other rights granted
thereunder, set forth in the Offering Documents accurately and fairly
describes such plans, arrangements, options and rights.

Each of the WFOESs has full power and authority to borrow shareholder loans
from its foreign shareholder as contemplated and described in the Offering
Documents. Except for those disclosed in the Offering Documents, no other
licenses, consents, approvals, authorizations, permits, certificates or orders of
or from, or filings, declarations or qualifications with or to, any governmentat
body, court, agency or official in the PRC are required for any WFCE to
bortow shareholder loans. Each of the WFOEs will be able to repay such
shareholder loans in, and remit to outside the PRC, United States dollars,
except for the withholding tax required under the Enterprise Income Tax
Law of the PRC and other exceptions, in each case, as disclosed in the
Offering Documents, free of deduction or withholding on account of income
taxes and without the need to obtain any consent, approval, authorization,
order, registration or qualification of or with any court or governmental or
regulatory agency or body of or in the PRC.

The Company and each Subsidiary is, and immediately after the Closing
Time and immedijately upon consummation of the transactions contemplated
herein and in the Offering Documents will be, Solvent. As used herein, the
term “Solvent” means, with respect to an entity, on a particular date, that on
such date (a) the book value of the assets of such entity is greater than or
equal to the total amount of liabilities (including contingent liabilities) of
such entity, (b} the value of the assets of the entity is greater than the amount
that will be required to pay the probable Habilities of such entity on its debt
as they become absolute and mature, (c) the entity is able to realize upon its
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assets and pay its debts and other liabiliies (including contingent
obligations) as they mature, and (d) the entity does not have unreasonably
small capital. Except such as would not result in a material adverse effect on
the Condition of the Company, no winding up or liquidation proceedings
have been commenced against the Company or any of its Subsidiaries and no
proceedings have been started or, to the best of the knowledge of the
Company, threatened for the purpose of, and no judgment has been
rendered, dedaring the Company or any of its Subsidiaries bankrupt or in
any insolvency proceeding, or for any arrangement or composition for the
benefit of creditors, or for the appointment of a receiver, trustee,
administrator or similar officer of any of the Company and its Subsidiaries,
or any of their respective properties, revenues or assets.

The Common Shares outstanding prior to the issuance of the Offered Shares
have been duly authorized and are validly issued, fully paid and non-
assessable.

The Common Shares are listed on the TSX under the symbol “TRE”. The
Company has taken no action designed, or likely, to have the effect of
delisting the Common Shares from the TSX nor is the TSX contemplating
such delisting.

The Offered Shares have been duly authorized and, when issued and
delivered in accordance with the terms of this Agreement, will be validly
issued, fully paid and non-assessable, and the issuance of such Offered
Shares will not be subject to any pre-emptive or similar rights and will be free
and clear of any security interests, claims, liens, equity or encumbrances; and
no holder of such shares will be subject to personal liability by reason of
being such a holder. Except as disclosed in the Offering Documents, there are
no limitations on the rights of the holders of the Offered Shares to hold, vote
or fransfer their shares.

The total shareholders’ equity of the Company is as set forth in the
Preliminary Prospectus under the caption “Consoclidated Capitalization of
the Corporation” as of September 30, 2009, and the actual, authorized, issued
and outstanding number of Common Shares as of September 30, 2009 is as set
forth in the Preliminary International Offering Memorandum and Final
International Offering Memorandum, and there have been no changes to
such amounts,

The execution and delivery of this Agreement by the Company, the issuance,
offering and sale of Offered Shares, the use of the proceeds as described in
the Offering Documents and the compliance by the Company with the other
provisions of this Agreement do not:

(%) require the comsent, approval, authorization, regisiration or
qualification of or with any governmental authority, stock exchange,
Securities Regulators or other third party except: (A) such as have
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been obtained; and (B) such as may be required (and shail be obtained
as provided in this Agreement) under the Canadian Securities Laws
and by the TSX;

(iiy  conflict with or result in a breach or violation of any of the terms and
provisions of, or constitute a default under: (4) any indenture,
mortgage, leasé or other agreement or instrument to which the
Company, any of its Subsidiaries or any of their respective properties
is bound; (B) the charter documents or by-laws of the Company or
any of its Subsidiaries, respectively; or (C) any statute or any
judgment, decree, order, rule or regulation of any court or other

governmental authority or any arbitrator, stock exchange or securities’

association applicable to the Company or any of its Subsidiaries; or

(ii)  give rise to any claim against the Company, any of its Subsidiaries, or
any of their assets or give rise to or accelerate the repayment of any
indebtedness or other payment or repayment obligation under any
term or provision of any document or instrument referred to in sub-
clause (A) or (B) of clause 2(x)(if) above.

There has not occurred any material adverse change, or any development
involving a prospective material adverse change, in the Condition of the
Company, whether or not arising out of the ordinary course of business, from
that set forth in the Preliminary Prospectus (exclusive of any amendments or
supplements thereto subsequent to the date of this Agreement). Other than
as set forth in the Offering Documents, (i) there have been no transactions
entered into by the Company or any of its Subsidiaries, other than those in
the ordinary course of business, which are material with respect to the
Company and its Subsidiaries considered in the aggregate, (ii) there has been
no dividend or distribution of any kind declared, paid or made by the
Company on any class of its capital stock, and (1ii) neither the Company nor
any of its Subsidiaries has sustained any material loss or interference with its
business from fire, earthquake, flood, explosion or other calamity, whether or
not covered by insurance.

There are no legal or governmental proceedings pending or threatened to
which the Company or any of its Subsidiaries is a party or to which any of
the properties of the Company or any of its Subsidiaries is subject other than
proceedings accurately described in the Offering Documents and
proceedings that would not have a material adverse effect on the Condition
of the Company.

No labour dispute with the employees of the Company or any of its
Subsidiaries exists or, to the best of the knowledge, information and belief of
the Company, is imminent, and the Company is not aware of any existing or
imminent labour disturbance by the employees of any of its or any of ifs
Subsidiaries’ principal suppliers, manufacturers, customers or contractors,
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which, in either case, would result in any material adverse effect on the
Condition of the Company.

The Company and its Subsidiaries have not, and to the best of the knowledge
of the Company, no director, officer, agent, employee, affiliate or other
person acting on behalf of the Company or any of its Subsidiaries has, taken
any action, directly or indirectly, that would result in a violation by such
persons of the anti-corruption legislation of Canada, the PRC, Hong Kong or
any other jurisdiction, or the rules and regulations thereunder, and all related
or similar rules, regulations or guidelines issued, administered or enforced
by any governmental agency thereof, including, without limitation, (i)
making an offer, payment or promise to pay or (i) authorizing the payment
of any money, other property, gift, promise to give, or the giving of anything
of value to any official, employee or agent of any govermnmental agency,
authority or instrumentality in Canada, the PRC, Hong Kong or any other
jurisdiction where either the payment, gift or promise or the purpose of such
coniribution, payment, gift or promise was, is or would be prohibited under
applicable Jaw, rule or regulation of Canada, the PRC, Hong Kong or any
other relevant jurisdiction or to any political party or official thereof or any
candidate for political office, where either the payment, gift or promise or the
purpose of such contribution, payment, gift or promise was, is or would be
prohibited under applicable law, rule or regulation of Canada, the PRC,
Hong Kong or any other relevant jurisdiction, except such as would not,
individually or in the aggregate, have any material adverse effect on the
Condition of the Company.

Neither the Company or any of its Subsidiaries nor, to the best of the
knowledge of the Company, any director, officer, agent, employee, affiliate or
person acting on behalf of the Company or any of its Subsidiaries is currenty
subject to any U.S, sanctions administered by (a) the Office of Foreign Assets
Control of the US. Treasury Department (“OFAC”) (including but not
Hmited to the designation as a "specially designated national or blocked
person” thereunder), (b) Her Majesty’s Treasury, or (c) any other relevant
authority in the European Unfon; and the Company will not directly or
indirectly use the proceeds of the Offering, or lend, contribute or otherwise
make available such proceeds to any Subsidiary, joint veniure partner or
other persan or entity, for the purpose of financing the activities of any
person currently subject to any U.S. sanctions administered by OFAC
(including but not limited to the designation as a "specially designated
national or blocked person" thereunder), (b) Her Majesty’s Treasury, or (c)
any other relevant authority in the European Union.

The Company and its Subsidiaries (i) are in compliance with any and all
applicable foreign, federal, provincial, state, territorial, and local laws and
regulations relating to the protection of human heaith and safety, the
environment or hazardous or toxic substances or wastes, pollutants,
dangerous goods or contaminants (“Environmental Laws”), (i) have

799



(ee)

()

(g2)

-16 -

received all permits, licenses or other approvals required of them under
applicable Environmental Laws to conduct their respective businesses, and
(iif) are in compliance with all ferms and conditions of any such permit,
license or approval, except where such non-compliance with Environmental
Laws, failure to receive required permits, licenses or other approvals or
failure to comply with the terms and conditions of such permiits, licenses or
approvals would not, singly or in the aggregate, have a materjal adverse
effect on the Condition of the Company.

There is not at present on, at or under any of the real properties of the
Company or any of its Subsidiavies any hazardous substances, toxic
substances; wastes, pollutants, dangerous goods: or contaminanis
(“Hazardous Substance”) and there has not been the discharge, deposit, leak,
emission, spill or other release of any Hazardous Substance on, at, under or
from any real property of the Company or any of its Subsidiaries {including
relating to the collection, removal and disposal of wastes), which has resulted
in or may result in any cost, damage or other liability, including the
diminution in value of any property.

There are no costs or liabilities associated with Environmental Laws
(including, without limitation, any capital or operating expenditures required
for clean-up, closure of properties or compliance with Environmental Laws
or any permit, license or approval, any related constraints on operating
activities and any potential liabilities to third parties) which would, singly or
in the aggregate, have a material adverse effect on the Condition of the
Company.

The Company is eligible to file a short form prospectus under NI 44-101 in
each of the Qualifying Jurisdictions and there are no reports or information
that in accordance with the requirements of the Canadian Securities Laws
must be made publicly available in connection with the Offering as at the
date hereof that have not been made publicly available as required.

The Company has filed each statement, report, material change report,
prospectus, management information circular, annual and interim report to
shareholders, annual information form, financial statements, and any other
material filing required to be filed with the Securities Regulators by the
Company since Jarwary 1, 2006 (collectively, the “Company Public
Documents”). As of their respective filing dates, the Company Public
Documents complied in all material respects with the requirements of
applicable Canadian Securities T.aws and none of the Company Public
Documents contained any untrue statemment of a material fact or omitted to
state a material fact required to be stated therein or necessary to make the
statements made therein, in light of the circumstances in which, they were
made, not misleading, except to the extent corrected by a subsequently filed
Company Public Document. The Company has not filed any confidential
material change report or other confidential report with any Securities
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Regulators or other governmental entity which at the date hereof remains
confidential.

The financial statements, together with the related schedules and notes,
included in the Offering Documents, present fairly, in all material respects,
the financial position of the Company and its consolidated Subsidiaries (as
defined below) at the dates indicated and the statements of income and
refained earnings, comprehensive income and cash flows of the Company
and its consolidated Subsidiaries for the periods specified therein; said
financial statemenis have been prepared in conformity with Canadian
generally accepted accounting principles (“GAAP”) applied on a consistent
basis throughout the periods involved. The selected financial data and the
summary financial information included in the Offering Documénts present
fairly the information shown therein and have been compiled on a basis
consistent with that of the audited financial statements included in the
Offering Documents. The other financial and operational information
included in the Offering Documents present fairly information included
therein.

Other than as disclosed in the financial statements referred to in clause 2(ii)
and in the Offering Documenis, there are no material off-balance sheet
transactions, arrangements, obligations (including contingent obligations) or
other relationships of the Company or any of its Subsidiaries with
unconsolidated entities or other persons that may have a material current or
future effect on the financial condition, change in financial condition, results
of operations, liquidity, capital expenditures, capital resources, or significant
components of revenues or expenses of the Company or any of its
Subsidiaries.

Except as disclosed in the Offering Documents, none of the Company or any
of its Subsidiaries has any contingent liabjlities, in excess of the liabilities that
axe either reflected or reserved against in the financial statements referred to
in clause (ii}, which are material to the Condition of the Company.

Except as disclosed in the Offering Documents, no material indebtedness
(actual or contingent) and no material contract or arrangement is outstanding
between the Company or any of its Subsidiaries and any director or executive
officer of the Company or any of its Subsidiaries or any person connected
with such director or executive officer (including his/her spouse or children,
or any company or undertaking in which he/she holds a controlling interest).
There are no material relationships or transactions between the Company or
amny of its Subsidiaries on the one hand and its affiliates, officers and directors
or their shareholders, customers or suppliers on the other hand which are not
disclosed in the Offering Documents.

The sections entitled “Management’s Discussion and Analysis -~ Overview of
Business -~ Significant Accounting Policies and Interpretation” and
“Management's Discussion and Analysis - Critical Accounting Estimates” in
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the Offering Documents accurately and fairly describes in all material
respects (i) accounting policies which the Company believes are the most
important in the portrayal of the financial condition and results of operations
for the Company and ifs consolidated Subsidiaries and which require
management's most difficult, subjective or complex judgments (“critical
accounting estimates”); and (ii) judgments and uncertainties affecting the
application of critical accounting policies. The sections entitled
“Management's Discussion and Analysis - Liquidity and Capital Resources”
in the Offering Documents accurately and fairly describes in all material

_ respects (x) all material trends, demands, commitinents, events, uncertainties

and risks, and the potential effects thereof, that the Company believes would
materially affect its liquidity -and-are reasonably likely to occur; and (y) all
off-balance sheet arrangements, if any, that have or are reasonably likely to
have a cirrent or future effect on the financial condition, changes in financial
condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources of the Company and the Subsidiaries taken
as a whole. Except as disclosed in the Offering Documents, there are no
outstanding guarantees or other contingent obligations of the Company or
any Subsidiary that could reasonably be expected to have a material adverse
effect on the Condition of the Company.

The Company and each of its Subsidiaries maintains a system of internal
controls sufficient to provide reasonable assurances that (i) transactions are
executed in accordance with management’s general or specific authorization;
(ii) transactions are recorded as necessary to permit the financial statements
to be fairly presented in accordance with Canadian GAAP and to maintain
accountability for assets; (iii) access to its assets is permitted only in
accordance with management’s general or specific authorization; {iv) the
recorded accountability for assets is compared with existing assets at
reasonable intervals and appropriate acton is taken with respect to
differences; (v) the Company and each of its Subsidiaries have made and kept
books, records and accoungs, which in reasonable details, accurately and
fairly reflect in all material respects the transactions and dispositions of assets
of such entity; (vi) material information relating to the Company and its
Subsidiaries is made known to those within the Company respons1b1e for the
preparation of the financial statements during the period in which the
financial statements have been prepared and that such material information
is disclosed to the public within the time periods required by applicable law,
including Canadian Securities Laws; and (vii) all significant deficiencies and

" material weaknesses in the design or operation of such internal controls that

could adversely affect the Company’s ability to disclose to the public
information required to be disclosed by it in accordance with applicable law,
including Canadian Securities Laws, and all fraud, whether or not material,
that involves management or employees that have a significant role in the

. . Company’s internal controls have been disclosed to the audit committee of

the Company’s board of directors.
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The Company’s Auditors are independent public accountants as required
under Canadian Securities Laws and there has not been any disagreement
(within the meaning of National Instrument 51-102 - Continuous Disclosure
Obligations) since January 1, 2006 with the present or any former auditors of
the Company.

The Company ard its Subsidiaries carry or are entitled to the benefits of
insurance, with to the best of the knowledge, information and belief of the
Company, financially sound and reputable insurers, in such amounts and
covering such risks as is generally maintained by companies of established
repute engaged in the same or similar business, and all such insurance is in
full force and effect. The Company has no reason to believe that it or any of
its Subsidiaries will not be able (A) to renew iis existing insurance coverage
as and when such policies expire or (B) to obtain comparable coverage from
similar institutions as may be necessary or appropriate to conduct its
business as now conducted and at a cost that would not result in a material
adverse change in the Condition of the Company.

Except as referred to in and contemplated by the Offering Documents,
subsequent to the respective dates as of which information is given in such
documents:

(D there has not been any material change in the assets, liabilities or
- obligations (absolute, accrued, contingent or otherwise) of the
Company and its Subsidiaries on a consolidated basis;

({i) there has not been any material change in the capital or long-term
debt of the Company and its Subsidiaries on a consolidated basis; and

(iif)  there has not been any material change in the Condition of the
Company.

There is no person, firm or corporation which has been engaged by the
Company to act for the Company and which is entitled to any brokerage or
finder’s fee in connection with this Agreement or any of the transactions
contemplated hereunder, and in the event any such person, firm or
corporation establishes a claim for any fee from the Underwriters in respect
of the transactions contemplated hereunder, the Company covenants to
indemnify and hold harmless the Underwriters with respect thereto and with
respect to all costs reasonably incurred in the defence thereof.

Neither the Company nor any of its Subsidiaries is, or with the giving of
notice or lapse of time or both would be, (A) in viclation of any provision of
law, statute, rule or regulation or its charter documents, by-laws, business
license, business permit or other constitutional documents, or any judgment,
order, writ or decree of any govermment, government instrumentality or
court, domestic or foreign, having jurisdiction over the Company or any of its
Subsidiaries or any of their assets, properties or operations or (B} in default in
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the performance or observance of any obligation, agreement, covenant or
condition contained in any contract, indenture, mortgage, deed of trust, loan
or credit agreement, note, lease or other agreement or instrument to which
the Company or any of its Subsidiaries is a party or by which any of them
may be bound, or to which any of the property or assets of the Company or

-any of its Subsidiaries is subject (collectively, “Agreements and

Instruments”) except, in each case, for such violatons or defaults that would
not result in a material adverse effect on the Condition of the Company; and
the execution, delivery and performance of this Agreement and any other
agreement or instrument entered into or issued or to be entered into or issued
by the Company in connection with the transactions contemplated hereby or
thereby " or i’ the Offéting - Documents” and “the “¢drisumimation of the
transactions contemplated herein and in the Offering Document (including
the issuance and sale of the Offered Shares and the use of the proceeds from
the sale of the Offered Shares as described in the Offering Documents under
the caption “Use of Proceeds”) and compliance by the Company with its
obligations hereunder or thereunder have been duly authorized by all
necessary corporate action and do not and will not, whether with or without
the giving of notice or passage of time or both, conflict with or constitute a
breach of, or default or Repayment Event {(as defined below) under, or result
in the creation or imposition of any lien, charge or encumbrance upon any
property or assets of the Company or any of its Subsidiaries pursuant to, the
Agreements and Instruments, nor will such action result in any violation of
the provisions of the charier documents, by-laws, business license, business
permit or other constitutional documents of the Company or any of its
Subsidiaries or any applicable law, statute, rule, regulation, judgment, order,
writ or decree of any government, government instrumentality or court,
domestic or foreign, having jurisdicHon over the Company or any of its
Subsidiaries or any of their assets, properties or operations. As used herein, a
“Repayment Event” means any event or condition which gives the holder of
any note, debenture or other evidence of indebtedness (or any person acting
on such holder's behalf) the right to require the repurchase, redemption or
repayment of all or a portion of such indebtedness by the Company or any of
its Subsidiaries.

Other than as disclosed in the Offering Documents, the Company and each of
its Subsidiaries has, on a timely basis, filed all necessary tax returns and
notices and has paid or made provision for all applicable taxes of whatever
nature for all tax years to the date hereof to the extent such taxes have
become due or have been alleged to be.due; other than as disclosed in the
Offering Documents, the Company is not aware of any material tax
deficiencies or materjal interest or penalties accrued or accruing or alleged to
be accrued or accruing thereon with respect to itself or any of its Subsidiaries
which have not otherwise been provided for by the Company.

The Company is a reporting issuer under the Canadian Securities Laws of
each of the Qualifying Jurisdictions and is not in default of any requirement
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of such Canadian Securities Laws. The Company has not taken any action to
cease to be a reporting issuer in any province nor has the Company received
notification from any applicable Canadian securities regulatory authority
seeking to revoke the reporting issuer status of the Company.

The delivery to the Underwriters of the Offering Documents shall constitute
the representation and warranty of the Company to the Underwriters that, at
the time of such delivery, the information and statements contained therein
{except for statements or omissions based upon information relating to the
Underwriters furnished to the Company in writing by the Underwriters
expressly for use therein):

({) constitute full, true and plain disclosure of all material facts relating to
(%) the Company and its Subsidiaries on a consolidated basis; and (y)
the Offered Shares;

(i) are true and correct in all material respects and contain no
misrepreserntation; and

(iif) do not omit a material fact (except for information relating solely to
the Underwriters) which is necessary to make the information and
statements contained therein not misleading in light of the
circumstances in which they were made.

Each of the Company, its Subsidiaries, its affiliates and, to the best
knowledge of the Company, any of their respective officers, directors,
supervisors, managers, agmis, or employees, has not violated, its
participation in the offering will not violate, and it has instituted and
muaintains policies and procedures designed to ensure confinued compliance
each of the following laws: (a) anti-money laundering laws, including but not
limited to, applicable federal, state, international, foreign or other laws,
regulations or government guidance regarding anti-money laundering,
including, without limitation, Title 18 U.S, Code section 1956 and 1957, the
Pairjot Act, the Bank Secrecy Act, and intermnational anti-money laundering
principals or procedures by an intergovernmental group or organization,
such as the Financial Action Task Force on Money Laundering, of which the
United States is a member and with which designation the United States
represenfative to the group or organization continues to concur, all as
amended, and any executive order, directive, or regulation pursuant to the
authority of any of the foregoing, or any orders or licenses issued thereunder
or (b) laws and regulations imposing U.S, economic sanctions measures,
including, but not limited to, the International Emergency Economic Powers
Act, the Trading with the Enemy Act, the United Nations Participation Act,
and the Syria Accountability and Lebanese Sovereignty Act, all as amended,
and any Executive Order, directive, or regulation purstuant to the authority of
any of the foregoing, including the regulations of the United States Treasury
Department set forth under 31 CFR, Subtitle B, Chapter V, as amended, or
amy orders or licenses issued thereunder.
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(xx)  Any statistical and market-related data included in the Offering Documents

are based on or derived from sources that the Company believes to be

reliable and accurate, and, to the extent required or otherwise necessary, the
Company has obtained the written consent or other consent in requisite form
to the use of such data from such sources.

Such delivery shall also constitute the Company’s consent to the use of (a) the
Preliminary Prospectus, the Prospectus or the Supplementary Material, as the case may be,
by the Underwriters for the purpose of offering and selling the Offered Shares in the
Qualifying Jurisdictions in accordance with the Canadian Securities Laws and (b) the
Preliminary International Offering Memorandum, the Final International Offering
Memorandum and any Supplemnentary Material by the Underwriters (and its affiliates) for
the offering and sale of the Cffered Shares by them outside of Canada.

3. Agreements to Sell and Purchase. The Company hereby agrees to sell to the
Underwriters, and the Underwriters agree to purchase from the Company, upon the basis of
the representations and warranties herein contained, but subject to the conditions
hereinafter stated, 19,000,000 Common Shares at Cdn.$16.80 per Share (the “Purchase
Price”),

On the basis of the representations-and warranties contained in this Agreement, and
subject to its terms and conditions, the Company agrees to sell to the Underwriters the
Optional Shares, and the Underwriters shall have the right to purchase up to 2,850,000
Optional Shares at the Purchase Price (the "Over-Allotment Option”). The Co-Lead
Underwriters, on behalf of the Underwriters, may exercise this right in whole or from time
to time in part by giving written notice prior to 30 days after the Closing Date. Any exercise
notice shall specify the number of Optional Shares to be purchased by the Underwriters and
the date on which such shares are to be purchased. Each purchase date must be at least three
Business Days after the written notice is given and may not be earlier than the closing date
for the Firm Shares nor later than ten Business Days after the date of such notice and must
be a day that the TSX is open for trading. Optional Shares may be purchased as provided in
Section 4 hereof solely for the purpose of covering over-allolments made in connection with
the offering of the Firm Shares. On each day, if any, that Optional Shares are to be
purchased (an “Option Closing Date”), the Underwriters agree to purchase the number of
Optional Shares (subject to such adjusiments to eliminate fractional shares as the
Underwrifers may determine) to be purchased on such Option Closing Date.

The Company hereby agrees that, without the prior written consent of the Co-Lead
Underwriters, on behalf of the Underwriters, which consent shall not be unreasonably
withheld or delayed, it will not, during the perdod commencing on the date of the
Prospectus and ending 120 days after the Closing Date, issue, agree to issue, or announce an
intention to issue any additional Common Shares or any securities convertible into or
exchangeable for Common Shares (except in connection with the concurrent offering of the
Notes, the acquisition of Mandra Forestry Holdings Limited , or except in connection with
the exchange, transfer, conversion or exercise of rights of existing outstanding securities or
existing commitments to issue securities or except in respect of the grant of options
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pursuant to the Company’s stock option plan and the issuance of shares pursuant to the
exercise thereof).

4. Payment and Delivery. Payment for the Firm Shares shall be made to the Company in
Canadian funds immediately available in Toronto, Canada against delivery of such Firm
Shares for the account of the Underwriters at 8:00 a.m., Toronto time (the “Closing Time”),
on December 17, 2009 or on such other date, not later than January 31, 2010 as shall be
designated in writing by the Underwriters. The date of such payment is hereinafter referred
to as the “Closing Date”.

Payment for any Optional Shares shall be made to the Company in Canadian funds
immediately available in Toronto, Canada against delivery of such Optional Shares for the
accountt of the Underwriters at 8:00 a.m., Toronto ime (the “Opticn Closing Time"), on the
Option Closing Date specified in the corresponding notice described in Section 3 or on such
other date, in any event not later than January 31, 2010 as shall be designated in writing by
the Underwriters.

The Firm Shares and Optional Shares shall be registered in such names and in such
denominations as the Underwriters shall request in writing not later than one full Business
Day prior to the Closing Date or the applicable Option Closing Date, as the case may be. The
Firm Shares and Optional Shares shall be delivered to the Underwriters on the Closing Date
or an Option Closing Date, as the case may be.

In consideration for the Underwriters’ services in (i) assisting in the preparation of
the Offering Documents; (ii) forming and managing banking, selling or other groups in
connection with the distribution of the Offered Shares; (iif) distributing the Offered Shares,
both direetly and through other registered dealers and brokers; and (iv) all other matters in
cormection with the issue and sale of the Offered Shares, the Company agrees to pay to the
Underwriters 2 commission equal to 4.5% of the aggregate gross proceeds to the Company
of the Firm Shares purchased by the Underwriters hereunder at the Closing Time. To the
extent the Over-Allotment Option is exercised, the Company shall pay to the Underwriters,
by certified cheque, wire transfer or the deduction of the Offering proceeds, a fee at the
Option Closing Date equal to 4.5 % of the aggregate gross proceeds to the Company of the
Optional Shares purchased by the Underwriters hereunder.

The dosing of the purchase and sale of the Firm Shares will be completed at the
Clesing Time at the offices of the Company’s Canadian Counsel, or at any other place
determined in writing by the Company and the Underwriters. At the Closing Time, the
Company will deliver to the Underwriters (f) a global certificate representing the Firm
Shares to be issued on the Closing Date registered in the name of “CDS & Co.” for deposit
into the book entry only system administered by CDS Clearing and Depository Services Inc.
and/or such other number of certificates as directed by the Underwriters at least one
Business Day prior to the Closing Date or, upon the mutual agreement of the Company and
the Underwriters, Company shall deliver, or cause to be delivered, the Firm Shares pursuant
to the direct registration systern; (ii) such further documentation as may be contemplated

“herein or as the Underwriters or the applicable Securities Regulators or the TSX may
reasonably require, against payment by the Underwriters of the purchase price therefor by
certified cheque or wire fransfer to the order of the Company in Canadian same day funds
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or by such other method as the Company and the Underwriters may agree upon. In
addition, the Company shall contemporanecusly pay to the Underwriters the
aforementioned 4.5% commission by wire transfer to the order of the Underwriters in
Canadian same day funds, to be deducted from the Offering proceeds or by such other
method as the Company and the Underwriters may agree upon. The Company hereby
expressly autherizes the Underwriters to deduct (X} the commission to which it is entitled
pursuant to the terms hereof; and (y) any fees and expenses set forth in Section 6(c) hereof
payable by the Company to the Underwriters, from any payment made by the Underwriters
of the purchase price for the Firm Shares or any Optional Shares in satisfaction of the
Company’s obligation to pay such commission and such fees and expenses. The
Underwriters shall provide at least three Business Days notice if it does not intend to deduct
the aforementioned commigsiting, fées and expenses fromi the price’of the Offeréed Sharés.

In order to facilitate an efficient and timely closing at the Closing Time and the
Option Closing Time, the Underwriters may choose to initiate a wire transfer of funds to the
Company prior to the Closing Time or the Option Closing Time, as the case may be. If the
Underwriters do so, the Company agrees that such transfer of funds to the Company prior
to the Closing Time or the Option Closing Time does not constitute.a waiver by the
Underwriters of any of the conditions set out in this Agreement. Furthermore, the Company
agrees that any such funds received from the Underwriters prior to the Closing Time or the
Option Closing Time, as the case may be, will be held by the Company or Company’s
Canadian Counsel in trust solely for the benefit of the Underwriters until the Closing Time
or the Option Closing Time as the case may be, and, if the closing, as the case may be, does
not occur at the scheduled Closing Time or the Option Closing Time, as the case may be,

such funds shall be immediately returned by wire transfer to Credit Suisse Securities

(Canada) Inc. on behalf of the Underwriters, without interest. Upon the satisfaction of the
conditions of closing at the Closing Time or Option Closing Time, as the case may be, the
funds held by the Company or Company’s Canadian Counsel in trust for the Underwriters
shall be deemed to be delivered by the Underwriters to the Company in satisfaction of the
obligationt of the Underwriters under Section 12 of this Agreement and upon such delivery
the trust constituted by this Section 4 shall be terminated without further formality.

5. Conditions to the Underwriters” Obligations. The obligations of the Company to sell the
Offered Shares to the Underwriters and the obligation of the Underwriters to purchase and
pay for the Offered Shares at the Closing Time are subject to the following conditions:

(@) Subsequent to the execution and delivery of this Agreement and prior to the
Closing Date, there shall not have occurred any change, or any development
involving a prospective change, in the Condition of the Company, from that
set forth in the Offering Documents provided to prospective purchasers of
the Offered Shares that, in the Underwriters’ judgment, is material and
adverse and that makes it, in the Underwriters’ judgment, impracticable to
profitably market and sell the Offered Shares on the terms and in the manner
contemplated in the Prospectus.

(b}  The Underwriters shall have received a legal opinion dated the Closing Date
from Company’s Canadian Counsel, addressed to the Underwriters, in form
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and substance satisfactory to the Underwriters and the Underwriters’
Counsel, acting reasonably. Such opinion shall be rendered to the
Underwriters at the request of the Company and shall so state therein.

The Company shall have received a legal opinion dated the Closing Date

from the Company’s PRC Counsel, addressed to the Company for its sole
reliance and expressly consent to the Company’s delivering a copy of such
opinion to the Underwriters and Underwriters’ Counsel, in form and
substance satisfactory to the Underwriters, acting reasonably.

The Underwriters shall have received a legal opinion and disclosure letter
dated the Closing Date from the Company’s U.S. Counsel, addressed to the
Underwriters, in form and substance satisfactory to the Underwriters, acting
reasonably. Such opinjon and disclosure letter shall be rendered to the
Underwriters at the request of the Company, and shall 50 state therein.

The Company shall have received a legal opinion dated the Closing Date
from the Company’s Hong Kong Counsel addressed to the Company for its
sole reliance and expressly consent to the Company’s delivering a copy of
such opinion to the Underwriters, in form and substance satisfactory to the
Underwriters, acting reasonably.

The Underwriters shall have received a legal opinion dated the Closing Date
from the Company’s BVI and Cayman Counsél in form and substance
satisfactory to Underwriters and the Underwriters’ Counsel, acting
reasonably. Such opinion shall be rendered to the Underwriters at the
request of the Company, and shall so state therein.

The Underwriters shall have recetved a legal opinion dated the Closing Date
from Underwriters” Canadian Counsel, addressed to the Underwriters, in a
form satisfactory to the Underwriters, acting reasonably.

The Underwriters shall have received legal opinions dated the Closing Date
from Underwriters’ PRC Counsel, addressed to the Underwriters, in a form
satisfactory to the Underwriters, acting reasonably.

The Underwriters shall have received a legal opinion and disclosure letter
dated the Closing Date from Underwriters” U.S. Counsel, addressed to the
Underwriters, in forms satisfactory to the Underwriters, acting reasonably.

The Underwriters shall have received a certificate, or certificates, dated the
Closing Date and executed by each of the Chief Executive Officer and the
Chief Financial Officer of the Company, on behalf of the Company, without
personal liability, to the effect that, after due inquiry:

1) a receipt for the Prospectus has been issued by the Ontario Securities
Commission as the principal regulator of the Company, and no order
suspending or preventing the use of the Prospectus or any
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amendment thereto or cease frading the Common Shares or any other
securities of the Company has been issued, and no proceedings for
that purpose have been instituted or threatened by any Securities
Regulator; '

subsequent to the respective dates as of which information is given in
the Offering Documents, there has not been any materfal change of
any kind, any material adverse change, or any development involving
a prospective material adverse change, in the Condition of the
Company;

subsequent to the respective dates as of which information is given in
the Offering Documents, no transaction out of the ordinary course of
business, material to the Company and its Subsidiaries on a
consolidated basis, has been entered into by the Company or any of
its Subsidiaries or has been approved by the management of any of
them;

the representations and warranties of the Company contained in this
Agreement are true and correct in all material respects as of the
Closing Date with the same force and effect as if made at and as of the
Closing Time after giving effect to the fransactions contemplated
hereby;

the minute books and records of the Company relating to all meetings
of shareholders of the Company and the Board of Directors of the
Company made available to the Underwriters’ Canadian Counsel are
true, correct and complete, in all material respects, with respect to all
proceedings of said shareholders and Board of Directors since January
1, 2006;

except for such non-compliance which would not, in the aggregate,
result in a material adverse effect on the Condition of the Company,
the Company has duly complied in all respects with all the
agreements and satisfied all the conditions of this Agreement on its
part to be satisfied or complied with up to the Closing Time; and

from Qctober 1, 2009 to December 17, 2009, there has been no material
adverse change in the Company’s financial position as stated in its
financial statements for the period ended September 30, 2009 and the
Company has undertaken acceptable procedures to provide comfort
to the Underwriters with respect to certain information included in
the Final International Offering Memorandum, such comfort to be set
out in a certificate substantially in a form satisfactory to the
Underwriters and the Underwriters’ Counsel.

The Underwriters shall have received a certificate, dated the Closing Date
and executed by the Secretary of the Company, on behalf of the Company,
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without personal liability, to the effect that, to the best of his knowledge,
information and belief:

@) " the articles and by-laws of the Company attached to the certificate are
full, true and correct copies and in effect on the date of such
certificate;

(i) the resolutions of the board of directors of the Company relating to
the Offering atfached to the certificate are full, true and correct copies
thereof and have not been modified or rescinded as of the date of
such certificate and are all of the resolutions relating to the subject
matter of the Offering; and

(iff)  such other matiers as are requested by the Underwriters,
in form and substance satisfactory to the Underwriters.

The Underwriters shall have received on the Closing Date comfort letters of
the Company’s Auditors in form and substance satisfactory to Underwriters’
Counsel, similar to the comfort letters to be delivered to the Underwriters
pursuant to 6(j)(viii) hereof, and updated to a date not less than two days
prior to the Closing Date.

On the Closing Date, the Offered Shares shall be listed and posted for trading
on the TSX.

On or prior to the Closing Date, all necessary and required regulatory
approvals in comnection with the Offering have been received by the
Company.

The Company shall have delivered the definitive certificates, where
applicable representing the Offered Shares as specified in Section 4 hereof.

The Underwriters shall have received at the Closing Time such other
certificates, statutory declarations, agreements or materials, in form and
substance satisfactory to the Underwriters and the Underwriters’ Counsel, as
the Underwriters and the Underwriters’ Counsel may reasonably request.

In addition, the obligation of the Underwriters to purchase Optional Shares hereunder are
subject to the delivery to the Underwriters on the applicable Option Closing Date of such
documents as the Underwriters may reasonably request with respect to the good standing
of the Company, the due authorization and issuance of the Optional Shares to be sold on
such Option Closing Date and other matters related to the issuance of such Optional Shares.

6. Covenants of the Company. In further consideration of the agreements of the
Underwriters herein contained, the Company covenants with the Underwriters as follows:
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If, during the period after the date hereof and prior to the date on which all of
the Offered Shares have been sold by the Underwriters, any event shall occur
or condition exist as a result of which it is necessary to amend or supplement
the Offering Documents in order to correct any misrepresentation or make
the statements therein, in the light of the circumstances when the Offering
Documents are delivered to a purchaser, not misleading or if, in the opinion
of counsel for the Underwriters, it is necessary to amend or supplement the
Offering Documents to comply with Canadian Securities Laws, forthwith to
prepare, file with the Securities Regulators and furnish, at its own expense, to
the Underwriters and to the dealers {(whose names and addresses the
Underwriters will furmish to the Company) to which Offered Shares may
have been sold by the Underwriters and' to' any other dealers upon request,
either amendments or supplements to the Offering Documents so that the
statements in the Offering Documents as so amended or supplemented will
not, in the light of the circumstances when the Offering Documents are
delivered to a purchaser, be misleading or so that the Offering Documents, as
amended or supplemented, will comply with Canadian Securities Laws.

To endeavor to qualify the Offered Shares for offer and sale under the
securities laws of such jurisdictions outside of Canada as the Underwriters
shall reasonably request. '

Whether or not the transactions contemplated in this Agreement are
consumumated or this Agreement is terminated, to pay or cause to be paid all
expenses incident to the performance of its obligations under this Agreement,
including: (i) the fees, disbursements and expenses of the Underwriters’
Counsel, the Company’s Counsel, the Company’s Auditors, Péyry Forest
Industry Ltd. and any other experts or advisors retained by the Company in
connection with the offering of the Offered Shares and all other fees or
expenses in connection with the preparing, printing and filing or other
publication of all documents contemplated hereby, including all costs of
printing the Offering Documents, and the mailing and delivering of copies
thereof to the Underwriters, in the quantities and to the locations specified by
the Underwriters, {ii) all costs and expenses related to the transfer and
delivery of the Offered Shares to the Underwriters, including any transfer or
other taxes payable thereon, (iii) all expenses in connection with the
qualification of the Offered Shares for offer and sale under applicable
securities laws as provided in clause 6(b) hereof, including filing fees and the
reasonable fees and disbursements of counsel for the Underwriters in
connection with such qualification and in connection with any legal
investment memorandum, {iv) all filing fees incurred in connection with the
offering of the Offered Shares, (v) the cost of printing certificates representing
the Offered Shares, (vi) the costs and charges of any transfer agent, registrar
or depositary and all fees and expenses of the Canadian Depositary for
Securities Limited, (vii) the costs and expenses of the Company and the
Underwriters relating to investor presentations on any “road show”
undertaken in connection with the marketing of the offering of the Offered
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Shares, including, without limitation, costs related to investor lunches and
conference facilities (other than conference facilities at the offices of the
Underwriters), and travel and lodging expenses in connection with due
diligence and marketing meetings; (viii) the qualification of the Offered
Shares and the Over-Allotment Option under the Canadian Securities Laws,
including Listing fees on the TSX and all filing or similar fees required by the
Securities Regulators; (ix) the document production charges and expenses
associated with printing the Offering Documents; and () all other costs and
expenses incident to the performance of the obligations of the Company and
the Underwriters hereunder for which provision is not otherwise made in
this Section 6.

The Offered Shares to be issued and sold by the Company hereunder shail be
duly and validly issued by the Company and, when issued and sold by the
Company, such Offered Shares shall have the atiributes set out in the
Offering Documents.

Prior to the date of this Agreement, the Company will have, prepared and
filed the Preliminary Prospectus in order to qualify the Offered Shares for
distribution in each of the Qualifying Jurisdictions in accordance with the
Canadian Securities Laws and will have obtained a receipt for the
Preliminary Prospectus.

The Company will prepare and file the Prospectus and will use reasonable
commercial efforts to obtain a receipt for the Prospectus from the Ontario
Securities Commission, in order to qualify the Offered Shares for distribution
in each of the Qualifying Jurisdictions in accordance with the Canadian
Securities Laws, as soon as possible, and, shall obtain such receipt, in any
ewvent, not later than 5:00 pm (Toronto time) on December 11, 2009 (or such
other time and/or later date as the Company and the Underwriters may

agree).

Until the date on which the disttibution of the Offered Shares is completed,
the Company will promptly take, or cause to be taken, all additional steps
and proceedings that may from time to time be required under the Canadian
Securities Laws to continue to qualify the distribution of the Offered Shares.

The Company shall deliver or cause to be delivered, to the Underwriters,
without charge, in Toronto, Ontario, contemporaneously with or prior to the
filing of the Prospectus or any Supplementary Material, as the case may be:

@) a copy of the Preliminary Prospectus in the English language, signed
as required by the Canadian Securities Laws, including copies of
documents incorporated by reference therein;

(i) a copy of any Supplementary Material required to be filed by the
Company under the Canadian Securities Laws, signed as required by
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the Canadian Securities Laws, including copies of documents
incorporated by reference therein; and

(iii)  acopy of the Preliminary International Offering Memorandum.

The Company shall have delivered or caused to be delivered to the
Underwriters, without charge, as soon as possible after the date that the
Preliminary Prospectus or Supplementary Material is filed with the Securities
Regulators, such number of commercial copies of the Preliminary Prospectus
or Supplementary Material in respect thereof (including the Preliminary
International Offering Memorandum) as the Underwriters reasonably
Tequire. .

The Company shall deliver or cause to be delivered, to the Underwriters,
without charge, in Toronto, Ontario, contemporaneously with the filing of
the Prospectus or any Supplementary Material, as the case may be:

(@) a copy of the Prospectus in the English language, signed as required

by the Canadian Securities Laws, including copies of documents
incorporated by reference therein;

(i) an opinion of its auditors, Emst & Young LLP, addressed to the
Underwriters, in form and substance satisfactory to the Underwriters
and Underwriters' Counsel, to the effect that the French language
version of the financial statements together with the related schedules
and notes thereto and the related auditors’ reports included in the
Preliminary Prospectus and the Prospectus (all of the foregoing
collectively known as the “Financial Information”) is, in all material
tespects, complete and proper translations of the English language
version thereof and such French language version is not susceptible to

any materially different interpretation with respect to any material

matter contained therein;

(iii) an opinion of BCF LLP, Quebéc, addressed to the Underwriters in
foorm and substance satisfactory to the Underwriters and
Underwriters” counse], to the effect that, except for the Financial
Information, the French language version of each of the Preliminary
Prospectus and the Prospectus is, in all material respects, a complete
and proper translation of the English language version thereof, and
such French language version is not susceptible to any materially
different interpretation with respect to any material matter contained
therein;

(iv)  an opinion of BCF LLP, Quebéc, addressed to the Underwriters, in
form and substance satisfactory to the Underwriters and their
counse], with respect to compliance with all the laws of the Province
of Quebéc relating to the use of the French language in cormection
with the distribution of Offered Shares;
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a copy of each consent required to be filed by the Company under the
Canadian Securities Laws, signed as required by the Canadian
Securities Laws, including thé consent of the Company’s Auditors,
Company’s Canadian Counsel and Pdéyry Forest Industry Lid.
together with copies of any other ancillary documents required to be
filed by the Company under the Canadian Securities Laws;

a copy of any Supplementary Material required to be filed by the
Company under the Canadian Securities Laws, signed as required by
the Canadian Securities Laws, including copies of documents
incorporated by reference therein; '

a copy of the Pinal International Offering Memorandum;

a comfort letter or letters dated the date of the Prospectus and
addressed by the Company’s Auditors to the Underwriters and the
directors and Chief Executive Officer and Chief Financial Officer of
the Company, in form and substance satisfactory to the Underwriters
and Underwriters” Counsel, acting reasonably, with respect to certain
financial and accounting information relating to the Company
contained in the Prospectus, which comfort letter shall be based on a
review by the Company’s Auditors having a cut-off date of not more
than two Business Days prior to the date of the letter or letters, as
applicable, and shall be in addition to the auditors’” reports contained
in the Prospectus and the Final International Offering Memorandum
and the auditors’ comfort letter addressed to the Securities
Regulators; and

a letter from the TSX advising the Company that approval of the
conditional listing of the Offered Shares has been granted by the TSX,
subject to the satisfaction of certain conditions set out therein.

The Company shall deliver or cause to be delivered to the Underwriters, to
the locations directed by the Underwriters, without charge, as soon as
possible and in any event not Jater than the first Business Day after the date
that the Prospectus is filed with the Securities Regulators, such number of
comunercial copies of the Prospectus and copies of the Final International
Offering Memorandum, as the Underwriters require.

Duuring the period of distribution to the public of the Offered Shares, which
shall be the period from the date hereof to the date upon which the Company
has received notice from the Underwriters of the completion thereof, the
Company shall prompily notify the Underwriters in writing of:

(1)

any material fact that has arisen or has been discovered which would
have been required to have been stated in the Offering Documents, as
the case may be, had the fact arisen or been discovered on, or prior to,
the date of such document; and
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(i) any change in a material fact in the Offering Documents, as the case
may be, or the existence of any new material fact,

which change or new material fact is, or may be of such a nature as:
(i)  to render the Offering Documents misleading or untrue;

(tv)  would result in the Preliminary Prospectus, the Prospectus and the
Supplementary Material not complying with any Canadian Securities
Laws, the Preliminary International Offering Memorandum or the
Final International Offering Memorandum not complying with
applicable securities laws;

(v)  would reasonably be expected to have a significant effect on the
market price or value of the Offered Shares or which would restrict or
prevent the trading of the Offered Shares; or

(v  would be reasonably considered material to a prospective purchaser
of the Offered Shares.

In any such case, the Company shall promptly and, in any event within
applicable time limitations required by the Canadian Securities Laws, comply
with all legal requirements necessary to comply with the Canadian Securities
Laws in order to allow for the continued distribution of the Offered Shares in
the Qualifying Jurisdictions as contemplated in Section 3 hereof.

The Company shall in' good faith discuss with the Underwriters any change
in circumstances {actual, proposed or prospective) which is of such a nature
that there is reasonable doubt whether notice need be given to the
Underwriters pursuant to Subsection 6(1), it being understood that no
Supplementary Material will be filed with the Securities Regulators prior to
the review and approval by the Underwriters, acting reasonably.

At the respective times of filing, the Preliminary Prospectus, the Prospectus
and any Supplementary Material will comply with the requirements of the
Canadian Securities Laws.

Following the execution of this Agreement, the Company will (i) prepare and
file or cause to be prepared and filed all documents and take or cause to be
taken all actions required under the by-laws, rules, policies and regulations
of the TSX in order to issue and sell to the Underwriters the Offered Shares
for distribution te the public in the Qualifying Jurisdictions and for the

.. Offered Shares to be listed ox the TSX prior to or on the Closing Date, and (ii)
"make all- necessary filings and use its best efforts to obtain all necessary

regulatory and other consents and approvals required in connection with the
transactions contemplated by this Agreement.
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The Company will advise the Underwriters, promptly after receiving notice
thereof, of the ime when any amendment or supplement to the Prospectus
and any Supplementary Material has been filed and a receipt for the
Prospectus has been issued by the Ontario Securities Commission, and will
provide evidence satisfactory to the Underwriters of such document.

The Company will, until the end of the distribution, advise the Underwriters,
promptly after receiving notice or obtaining knowledge thereof, of: (i) the
issuance of any order suspending or preventing the use of the Offering
Documents; (ii) the imposition of cease trading or similar orders affecting the
Offered Shares or any other securities of the Company; (iii) the institution,
threatening or contemplation of any proceeding for any such purpose; or (iv)
any request made by any Securties Regulater for amending or
supplementing the Prospectus or any Supplementary Material or any request
made by any other securities regulatory authority for amending or
supplementing the Final International Offering Memorandum. The
Company will use its best effors to prevent the issuance of any such order
and, if any such order is issued, to obtain the withdrawal thereof as quickly
as possible.

Prior to the filing of the Offering Documents, the Company shail allow the
Underwriters to participate fully in the preparation thereof, and shall allow
the Underwriters to conduct all due diligence investigations which the
Underwriters may reasonably require in order to fulfill ifs obligations as an
underwriter and in order to enable the Underwriters to responsibly execute
the certificate required to be executed by the Underwriters in the Prospectus
and any Supplementary Materials.

Covenants of the Underwrifers. The Underwriters covenant with the Company as
follows:

@

(b)

They will not to make any representation or warranty as to the Company or
the Offered Shares other than as set forth in the Offering Documents.

The Offered Shares shall be offered for sale by the Underwriters to the public
in the Qualifying Jurisdictions in compliance with the Canadian Securities
Laws upon the terms and conditions set forth herein and in the Prospectus
including applicable registration requirements. The Underwriters shall cause
similar undertakings to be confained in any agreements among the members
of any banking, selling or other groups formed for the distribution of the
Offered Shares.

If they offer to sell or sell any Offered Shares in jurisdictions other than the
Qualifying Jurisdictions, such offers or sales shall be effected in accordance
and compliance with the applicable laws of such jurisdictions and shall be
effected in such manner so as not to require registration of the Offered
Shares, or the filing of a prospectus, registration statement or any other notice
or document with respect to the distribution of the Offered Shares, under the
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Iaws of any jurisdicion outside the Qualifying JurisdicHons including,
without limitation, the United States and the PRC. The Underwriters shall
cause similar undertakings to be contained in any agreements among the
members of any banking, selling or other groups formed for the distribution
of the Offered Shares.

They agree, and will require each member of the banking or selling group, if
any, to agree, to observe the United States selling restrictons set forth in
Section 8 hereof and the Company agrees for the benefit of the Underwriters
to comply with its covenants as set forth in Section 8 hereof. The
Underwriters represent and warrant that they will not offer or sell any of the

~@ffered Shares-within- the: United: States except-for offers and sales made

through US. selling agents in accordance with Rule 144A under the 1933 Act.

They shall after the Closing Time (a) use ifs reasonable commercial efforts
and will require each member of the banking or selling group, if any, to
agree, to terminate, distribution of the Offered Shares as promptly as
possible; and (b} give prompt written notice to the Company, with a copy to
Company’s Counsel, when, in the opinion of the Underwrifers, they, and the
members of such groups, have ceased distribution of the Offered Shares and
of the total proceeds realized from such distribution in each of the respective
Qualifying Jurisdictions in which such information is or may be requizred by
the appropriate Securities Regulators.

International Offers and Sales.

(a)

The Underwriters intend to offer and sell the Offered Shares within and
outside the Unifted States in the International Offering on the terms and
subject to the conditions of this Section 8. In that connection, the Company

. hereby further represents, warrants, covenants and agrees to and with the

Underwriters that:

(i} it is not necessary in connection with the offer, sale and detivery of the
Offered Shares to the Underwriters in the manner contemplated by
this Agreement to register the Offered Shares under the 1933 Act.

(iiy the Company is a “foreign issuer” within the meaning of Regulation
S and reascnably believes that there is no Substantial U.S, Market
Interest with respect to the Offered Shares.

(iiy the Company is not, and after giving effect to the offering and sale of
the Offered Shares and the application of the proceeds thereof as
described in the Offering Documents will not be, required to register
as an “investment company” as such term is defined in the
Investment Company Act of 1940, as amended.

(v}  the Offering Documents, at the respective dates thereof, did, do and
will not contain any unirue statement of a material fact or omit to
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state any material fact necessary to make the statements therein, in the
light of the circumstances under which they were made; not
misleading, Such documents, at the date hereof, do not and at the
Closing Time will not (and any amendment or supplement thereto or
final form thereof, at the date thereof and at the Closing Time will
not) contain any untrue statement of a material fact or omit to state
any material fact necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading.

the Company after giving effect to the Offering and sale of the
Offered Shares and the application of the proceeds in the manner
described in the Offering Documents, does not expect to be a “passive
foreign investment company” within the meaning of Section 1297 of
the United States Internal Revenue Code of 1986, as amended, for its
current taxable years and does not anticipate becoming one in the
foreseeable future.

neither the Company nor any Affiliate of the Company, directly, or
through any agent, (i) has sold, offered for sale, solicited offers to buy
or otherwise negotiated, or will sell, offer for sale or solicit offers to
buy or otherwise negotiate, in respect of, any security (as defined in
the 1933 Act) which is or will be integrated with the sale of the
Offered Shares in a manner that would require the registration under
the 1933 Act of the Offered Shares or (ii) offered, solicited offers to

" buy or sold, or will offer, solicit offers to buy or sell, the Offered

Shares by any form of general solicitation or general advertising (as
those terms are used in Regulation D under the 1933 Act) or in any
manner involving a public offering within the meaning of Section 4(2)
of the 1933 Act.

none of the Company, its Affiliates or any person acting on its behalf
or their behalf has engaged or will engage in any Directed Selling
Efforts with respect to the Offered Shares,

the Offered Shares satisfy the requirements set forth in Rule
144A(d)(3) under the 1933 Act.

during the period of one year after the Closing Date or any Option
Closing Date, if later, the Company will not, and will not permit any
of its Affiliates to, resell any of the Offered Shares which constitute
“restricted securities” under Rule 144(a)(3) that have been re-acquired
by any of them.

for the benefit of any holder of Offered Shares or potential purchaser
thereof, that for so long as any of the Common Shares are outstanding
and are "restricted securities” within the meaning of Section (a)(3) of
Rule 144 under the 1933 Act, it will provide to any holder of Offered
Shares and any prospective purchaser thereof designated by such
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holder for so long as such requirement is necessary in order to permit
holders of Offered Shares to effect resales under Rule 144A, upon the
request of such holder or purchaser, at or prior to the time of
purchase, the information required to be provided to such holder or
Pprospeciive purchaser by Section {d)(4) of Rule 144A unless it files
reports and other information with the SEC under Section 13 or 15(d)
of the 1934 Act or is exempt from such reporting requirement
pursuant to Rule 12g3-2(b) under the 1934 Act.

With respect to offers and sales within the United States pursuant to the
International Offering, each Underwriter agrees with the Company that:

@ it will solicit {and will cause its U.S, affiliate to solicit) offers for the
Offered Shares in the United States only from, and will offer (and
cause its US. affiliate to offer) the Offered Shares only to, persons
who it reasonably believes to be Qualified Institutional Buyers in
accordance with Rule 144A;

» TG -
TR -

(ii) it has not offéred or will not offer to sell, has not solicited or will not
solicit any offer to buy, by any form of general solicitation or general
adverlising (as those terms are used in Regulation D under the 1933
Act) or in any manner involving a public offering within the meaning
of Section 4(2) of the 1933 Act, any of the Offered Shares; and

(iif) it is an "accredited investor” within the meaning of Regulation D
under the 1933 Act.

Each of the Underwriters has not entered, and will not enfer, into any
contractual arrangement with respect to the distribution of the Offered
Shares in the United States, except with its respective Affiliates, without the
prior written consent of the Company, except that nothing in this Section 8
shall in any way restrict offers and sales in accordance with Rule 144A.

With respect to offers and sales ouiside the United States and Canada,
pursuant to the International Offering, the Underwriters agree with the
Company that:

{i) the Underwriters understand that no action has been or will be faken
in any jurisdiction (other than Canada) by the Company that would
permit a public offering of the Offered Shares, or possession, or
distribution of the Offering Documents or any other offering or
publicity material relating to the Offered Shares in any country or
jurisdiction where action for that purpose is required;

(i)  the Underwriters will comply with all applicable laws and regulations
in each jurisdiction in which it acquires, offers, sells or delivers
Offered Shares or has in its possession, or distributes the Offering
Documents, in all cases at its own expense;
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(iii) the Offered Shares have not been registered under the 1933 Act and
may not be offered or sold within the United States except in
accordance with Rule 144A or Regulation S under the 1933 Act or
pursuant to another exemption from the registration requirements of
the 1933 Act; and

(iv)  the Underwriters have offered the Offered Shares and will offer and
sell the Offered Shares in offshore transactions oufside the United
States as part of their distribution at any time only in accordance with
Rule 903 of Regulation S or as otherwise permitted under the 1933
Act. Accordingly, none of the Underwriters, its Affiliates nor any
persons acting on their behalf have engaged or will engage in any
Directed Selling Efforts with respect to the Offered Shares.

Neither the Company nor to its Jmowledge any affiliate, as such term is
defined in Rule 501(b) under the 1933 Act, of the Company has taken, nor
will the Company or any Affiliate of the Company take, directly or indirectly,
any acHon which is designed to or which has constituted or which would be
expected to cause or result in stabilization or manipulation of the price of any
security of the Company to facilitate the sale or resale of the Offered Shares.

9. Indemnity and Contribution.

(@)

The Company agrees to indemnify and hold harmless the Underwriters, their
directors, their officers and each person, if any, who controls the
Underwriters within the meaning of either Section 15 of the 1933 Act or
Section 20 of the 1934 Act, and each affiliate of the Underwriters within the
meaning of Rule 405 under the 1933 Act (each an “Indemmified Party”) from
and against any and all losses, claims, damages and labilities (including,
without Hmitation, any legal or other expenses reasonably incwrred in
cormection with defending or investigating any such action or claim)
(collectively, a “Claim) caused by (i) any unirue statement or alleged unirue
statement made by the Company in Section 2 hereof or in any certificate
delivered to the Underwriters purspant to this Agreement; (ii) any
misrepresentation or alleged misrepresentation (for purposes of Canadian
Securities Laws), or any untrue statement or alleged untrue statement of a
material fact contained in any of the Offering Documents (as amended or
supplemented if the Company shall have furnished any amendments or
supplemenys thereto), or caused by any omission or alleged omission to state
therein a material fact required to be stated therein or necessary to make the
statements therein in the light of the circumstances under which they are
made not misleading, except insofar as such losses, claims, damapes or
liabilities are caused by any such misrepresentation, untrue statement or
omission or alleged misrepresentation, untrue statement or omission based
upon information relating to the Underwriters furnished to the Company in
writing by the Underwriters expressly for use therein; (iii) the Company not
complying with any requirement of Canadian Securities Laws or US.
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Securities Laws; or (iv) any order made or inguiry, investigation or
proceeding (formal or informal) commenced or threatened by any officer or
official of any Securities Regulator based upon the circumstances described in
paragraphs 9(a)(ii) or %(a)(iii) above which operates to prevent or restrict
trading in or distribution of the Offered Shares or any other securities of the
Company in any of the Qualifying Jurisdictions.

In case any proceeding (including any governmental investigation) shall be
instituted involving any person in respect of which indemnity may be sought
pursuant to Section 9(a), such Indemnified Party shall promptly notify the
Company in writing of the nature of the Claim and the Company, upon

" request of the Indemnified Party, shall retain counsel reasonably satisfactory

to the Indennified Party to represent the Indemnified Party and any others
the Company may designate in such proceeding and shall pay the fees and
disbursements of such counsel related to such proceeding. In any such
proceeding, any Indemnified Party shall have the right to retain its own
counsel, but the fees and expenses of such counsel shall be at the expense of
such Indemnified Party unless i) the Company and the Indemnified Party
shall have mutually agreed to the retention of such counsel or ii) the named
parties to any such proceeding (including any impleaded parties) include
both the Company and the Indemnified Party and representation of both
parties by the same counsel would be inappropriate due to actual or potential
differing interests between them. It is understood that the Company shall
not, in respect of the legal expenses of any Indemnified Party in connection
with any proceeding or related proceedings in the same jurisdiction, be liable
for the fees and expenses of more than one separate firm (in addition to any
Iocal counsel) for all such Indemnified Parties and that all such fees and
expenses shall be reimbursed as they are incurred. Such firm shall be
designated in writing by the Underwriters, in the case of parties indemnified
pursuant to Section 9(a). The Company shall not be liable for any settlement
of any proceeding effected without its written consent, but if seftled with
such consent or if there be a final judgment for the plaintiff, the Company
agrees to indemnify the Indemnified Party from and against any loss or
Liability by reason of such settlement or judgment. Notwithstanding the
foregoing sentence, if at any time an Indemnified Party shall have requested
the Company to reimburse the Indemnified Party for fees and expenses of
counsel as contemplated by the second and third sentences of this paragraph,
the Company agrees that it shall be liable for any settlement of any
proceeding effected without its written consent if (i) such setement is
entered into more than 30 days after receipt by such Company of the
aforesaid request and (ii) the Company shall not have reimbursed the
Indemnified Party in accordance with such request prior to the date of such
settlement. The Company shall not, without the prior written consent of the
Indemnified Party, effect any settlement of any pending or threatened
proceeding in respect of which any Indemnified Party is or could have been a
party and indemnity could have been sought hereunder by such Indemnified
Party, unless such settlement includes an unconditional release of such
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Indemnified Party from all liability on claims that are the subject matter of
such proceeding, i

In the event that the Company does not assume the defence of a Claim within
thirty (30) days after receiving notice theyeof, the Indemnified Party shall
have the right to retain his, her or its own legal counsel and the Company
shall bear the reasonable fees, costs and expenses of such counsel.
Notwithstanding the foregoing, in no event shall the Company be required to
pay the fees and expenses of more than one set of counsel for all of the
Indemnified Parties in a jurisdiction in respect of any particular Claim or
related set of Claims.,

The Company hereby waives its right to recover contribution from any of the
Underwriters or any other Indemnified Party with respect to any liability of
the Company by reason of or arising out of any misrepresentation (for the
purposes of the Canadian Securities Laws or any of them) contained in the
Offering Documents provided, however, that such waiver shall not apply in
respect of liability caused or incurred by reason of or arising out of:

(1) any misrepresentation (for the purposes of the Canadian Securities
Laws or any of them) which is based upon or results from a statement
or information relating solely to the Underwriters contained in such
documents; or

@) any failure by the Underwriters or members of their banking or
selling group (if any) to provide to purchasers of the Offered Shares
any document which the Company is required to provide to such
purchasers and which it has provided to the Underwriters to forward
to such purchasers.

With respect to any Indemnified Party who is not a party to this Agreement,
the Underwriters shall obtain and hold the rights and benefits of this Section
9 in trust for and on behalf of such Indemnified Party.

To the extent the indemmification provided for in Section 9(a} is unavailable
to an Indemnified Party or insufficient in respect of any Claims referred to
therein, then the Company, in lieu of indemnifying such Indemmnified Party
thereunder, shall contribute to the amount paid or payable by such
Indemnified Party as a result of such losses, claims, damages or liabilities (i)
in such proportion as is appropziate to reflect the relative benefits received by
the Company on the one hand and the Underwriters on the other hand from
the offering of the Offered Shares or (ii) if the allocation provided by dause
9(£)(i) above is not permitted by applicable law, in such proportion as is
appropriate to reflect not only the relative benefits referred to in clause 9(£)(i)
above but also the relative fault of the Company on the one hand and of the
Underwriters on the other hand in connection with the misrepresentation,
statements or omissions that resulted in such losses, claims, damages or
liabilities, as well as any other relevant equitable considerations. The relative
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benefits received by the Company on the one hand and the Underwriters on
the other hand in connection with the offering of the Offered Shares shall be
deemed to be in the same respective proportions as the net proceeds from the
offering of the Offered Shares (net of the fee payable to the Underwriters but
before deducting expenses) received by the Company and the total
underwriting discounts and commissions received by the Underwriters, bear
to the aggregate offering price of the Offered Shares. The Underwriters shall
not in any event be liable to contribute, in the aggregate, any amounts in
excess of the aggregate fees actually received by the Underwriters from the
Company. The relative fault of the Company on the cne hand and the
Underwriters on the other hand shall be determined by reference to, among
other things, whether the misrepresentation or alleged misrepresentation, the
untrue or alleged untrue statement of a material fact or the omission or
alleged omission to state a material fact relates to information supplied by the
Company or by the Underwriters and the parties” relative intent, knowledge,
access to information and opportunity to correct or prevent such
xisrepresentation, statement or cmission.

The Company and the Underwriters agree that it would not be just or
equitable if contribution pursuant to this Section 9 were determined by pro
rata allocation or by any other method of allocation that does not take
account of the equitable considerations referred to in clause 9(f). The amount
paid or payable by an Indemmified Party as a result of the losses, claims,
damages and liabilities referred to in clause 9(f) shall be deemed to include,
subject to the limitations set forth above, any legal or other expenses
reasonably incurred by such Indemmified Party in connection with
investigating or defending any such action or claim. Notwithstanding the
provisions of this Section 9, the Underwriters shall not in any event be liable
to contribute, in the aggregate, any amounts in excess of the aggregate fees
actually received by the Underwriters from the Company. No person guilty
of fraudulent misrepresentation (within the meaning of Section 11(f) of the
1933 Act) shall be entitled to confribution from any person who was not
guilty of such fraudulent misrepresentation. The remedies provided for in
this Section 9 are not exclusive and shall not limit any rights or remedies
which may otherwise be available to any Indemnified Party at law or in

equity.

‘The indemnity and contribution provisions contained in this Section 9 and
the representations, warranties and other statements of the Company
contained in this Agreement shall remain operative and in full force and
effect regardless of (i) any termination of this Agreement, (i) any
investigation made by or on behalf of the Underwriters, any person
controlling the Underwriters or any affiliate of the Underwriters or by or on
behalf of the Company, its officers or directors or any person controlling the
Company and (iii) acceptance of and payment for any of the Offered Shares.

Obligations of Underwrifers
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Subject to the terms hereof, the obligations of the Underwriters to purchase
the Offered Shares at the Closing Time or Option Closing Time, as applicable,
shall be several and not joint and several and their respective obligations and
rights in this regard shall be in the following percentages:

Credit Suisse Securities (Canada) Inc. 30%
TD Securities Inc. 30%
Dundee Securities Corporation 15%
RBC Dominion Securities Inc. 5%
Scotia Capital Inc. 5%
CIBC World Markets Inc, 5%
Merrill Lynch Canada Inc. 5%
Canaccord Financial Ltd, 2.5%
Maison Placements Canada Inc, 25%

If one or more of the Underwriters should default in its obligations to
purchase its respective percentage of the Offered Shares (the “Defaulted
Securities”) at the Closing Time or Option Closing Time, the non-defaulting
Underwriters shall have the right, within 24 hours thereafter, to make
armrangements for one or more of the non-defaulting Underwriters, or any
other underwriters, to purchase all but not less than all of the Defaulted
Securities in such amounts as may be agreed upon and upon the terms herein
set forth; if, however, the Underwriters shall not have completed such
arrangements within such 24-hour period, then: '

® if the number of Defaulted Securities is less than 10% of the number of
Offered Shares to be purchased hereunder, the non-defaulting
Underwriters shall be obligated , each severally and not jointly, to
purchase the full amount thereof in the proportions that their
respective underwriting obligations bear to the wunderwriting
obligation of all non-defaulting Underwriters, or

(i)  if the number of Defaulted Securities is 10% or more of the number of
Offered Shares to be purchased hereunder, this Agreement shall
terminate without liability on the part of any non-defaulting
Underwriter.

In the event of any default by an Underwriter as described in this Section 10,
the non-defaulting Underwriter shall have the right to postpone the Closing
Date or Option Closing Date for not more than three (3) Business Days in
order that any changes in the arrangemenis or documents for the purchase
and delivery of the Offered Shares may be made. Nothing in this Section 10
shall require the Company to sell less than all of the Firm Shares or Over-
Allotment Shares, as applicable, or relieve any defaulting Underwriter from
liability in respect of its default hereunder to the Company and to the non-
defaulting Underwriters.
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In addifon to any other remedies which may be available to the
Underwriters, any Underwriter shall be entitled, without liability, at such
Underwriter's sole discretion, to terminate and cancel such Underwriter’s
obligations under this Agreement by notice to the Company given pnor to
the Closing Time if, at or prior to the Closing Time:

@

(iif)

(iv)

)

{vi)

(vid

trading generally shall have been suspended or materiaily limited on,
or by, as the case may be, any of the TSX, the New York Stock
Exchange, the American Stock Exchange, the Nasdaq Global Market,
the Chicago Board of Options Exchange, -the-&hicago Mercantile
Exchange, the Chicago Board of Trade or the London Stock Exchange;

trading of any securities of the Company shall have been suspended
on any exchange or in any over-the-counter market;

a material disruption in securities settlement, payment or clearance
services in the United States, Canada or London shall have occurred;

any moratorium on commercial banking activities shall have been
declared by Canadian, U.S. Federal or New York State authorities, UK
authorities or the European Central Bank;

the Company, subject to Section 6(a), has not obtained a receipt for the
Prospectus from the Ontario Securities Comumnission, in order to
qualify the Offered Shares for distribution in each of the Qualifying
Juzisdictions in accordance with the Securities Laws, by 5:00 pm
(Toronto Time) on December 11, 2009 (or such other {ime and/or Jater
date as the Company and the Underwriters may agree in writing);

there should occur or commerce, or be announced or threatened, any
inquiry, action, suit, investigation or other proceeding (whether
formal or informal) other than any inquiry, actior, suit, investigation
or other proceeding based on alleged activities of the Underwriters, or
any order-is issued by any governmental authority, other than an
order based on the alleged activities of the Underwriters, or any law
or regulation is promulgated, changed or announced or there is any
change in the interpretation or administration of any law or
regulation, which, in the reasonable opinion of the Underwriters (or
any of them), is expected to prevent or materially suspend or restrict
the trading in or the distribution of the Offered Shares, or any other
securities of the Company or would be expected to have a material
adverse effect on the market price or value of the Offered Shares or
any other securities of the Company;

there should develop, occur or come into effect or existence, any
event, action, state, condition or occurrence of national or
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international consequence, acts of hostilities, terrorism, or escalation
thereof or other calamity or crisis, any changes in cutrency exchange
rates or controls in Canada, the United Stated, the United Kingdom,
Hong Kong, the PRC or elsewhere or any change or development
involving a prospective change in national or international political,
financial or economic conditions, or any law, acton, regulation or
other occurrence of any nature whatsoever which, in the reasonable
opinion of the Underwriters (or any of them), materially adversely
affects or involves, or is expected to materially adversely affect or
involve, finandal markets generally or the business, affairs or
operations of the Company; or

(viii) there should occur or be discovered any material change in the
Condition of the Company or any change in any material fact such as
is contemplated in Section 6 hereof {other than a change related solely
to the Underwriters), or the Underwriters become aware of any
undisclosed material information, which, in the reasonable opinion of
the Underwriters {or any of them), could be expected to have a
material adverse effect on the market price or vatue of the Common
Shares or any other securities of the Company.

All terms and conditions of this Agreement shall be construed as conditions,
and any breach or failure by the Company to comply with any of such terms
and conditions in all material respects shall entitle the Underwriters, or any
of them, to terminate their obligations to purchase the Offered Shares by
notice to that effect given to the Company at or prior to the Closing Time.
The Underwriters may waive, in whole or in part, or extend the time for
compliance with, any of such terms and conditions without prejudice to their
rights in respect of any other of such terms and conditions or any other or
subsequent breach or non-compliance; provided, however, that to be binding
on the Underwriters any such waiver or extension must be in writing and
signed by all of the Underwriters.

The rights of termination contained in this Section 11 may be exercised by the
Underwriters (or any of them) and are in addition to any other rights or
remedies the Underwriters {(or any of them) may have in respect of any
default, act or failure to act or non-compliance by the Company in respect of
ary of the matters contemplated by this Agreement or otherwise. A notice of
termination given by an Underwriter under this Section 11 shall not be
binding upon the other Underwriters. In the event that one or more, but not
all of the Underwriters shall exercise the right of termination herein, the other

Undexwriter(s) shall have the right, but shail not be obligated, to purchase all .

of the Offered Shares which would otherwise have been purchased by the
Underwriter(s) which has so terminated. Nothing in this Section 11 shall
oblige the Company to sell to the Underwriters less than all of the Offered
Shares.
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12.  Effectiveness. This Agreement shall become effective upon the execution and delivery
hereof by the parties hereto.

If this Agreement shall be terminated by the Underwriters because of any failure or
refusal on the part of the Company to comply with the terms or to fulfill any of the
conditions of this Agreement, or if for any reason the Company shall be unable to perform
its obligatfons under this Agreement, the Company will reimburse the Underwriters for all
out-of-pocket expenses (including the fees and disbursements of their counsel) reasonably
incarred by the Underwriters in connection with this Agreement or the offering
contemplated hereunder.

13.  Counterparts. This Agreement may be signed in any numnber of counterparts, each of
which shall be an original, with the same effect as if the signatures thereto and hereto were
upon the same instrument.

14.  Applicable Law. This Agreement shall be governed by and construed in accordance
with the laws of the Province of Ontario and the federal laws of Canada applicable therein.
Any suit, action or proceeding against any party hereto or any of its assets arising out of or
relating to this Agreement may be brought in a competent court of the Province of Ontario
and each party hereto hereby irrevocably and unconditionally attoms and submits to the
non-exclusive jurisdiction of such court over the subject matter of any such suit, action or
proceeding. Each party hereto irrevacably waives and agrees not to raise any objection it
might now or hereafter have to any such suit, action or proceeding in any such coust
including any objection that the place where such courtis located is an inconvenient forum
or that there is any other suit, action or proceeding in any other place relating in whole or in
part to the same subject matter.

15.  Headings. The headings of the sectians of this Agreement have been inserted for
convenience of reference only and shall not be deemed a part of this Agreement.

16.  Notices. All communications hereunder shall be in writing and shall be telecopied or
delivered, and shall, in the case of notice to the Company, be addressed and sent to:

Sino-Forest Corporaton

90 Burnhamthorpe Road West

Suite 1208

Mississauga, Ontario

Canada, L5B 3C3

Attention: Mr. AllenT. Y. Chan
Telecopier No.: (852) 28770125

And in the case of notice to the Underwriters, be addressed and sent to:

Credit Suisse Securities (Canada) Inc.
1 First Canadian Place

Suite 2900

Toronto, ON M5X 1C9
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Attention: Ryan Lapointe
Telecopier No.: (416) 352-0925
and
TD Securities Inc,
1-Place Ville Marie Suite 2315
Montreal, Quebec H3B 3M5
Canada
Attentior: Louis Véronneau
Telecopier No.: (514) 259-1212

The parties may change their respective addresses and telecopy nuumbers for notice, by
- notice given in the manner aforesaid. Any such notification shall be deemed to be effective
when telecopied. or delivered, if telecopied or delivered to the recipient on a Business Day
and before 3:00 p.m. (Toronto time) on such Business Day, and otherwise shall be deemed to
be given at 9:00 a.m. (Toronto time) on the next following Business Day.

17.  Successors. This Agreement shall enure to the benefit of, and shall be binding upon,
the Underwriters and the Company and their respective successors and legal
representatives and nothing expressed or mentioned in this Agreement is intended or shall
be construed to give any other person any legal or equitable right, remedy or claim under or
in respect of this Agreement, or any provisions herein contained, this Agreement and all
conditions and provisions hereof being intended to be and being for the sole and exclusive
benefit of such persons and for the benefit of no other person.

18,  Public Announcements, The Company agrees that it shall not make any public
announcements regarding the transactions contemplated hereunder without the prior
written consent of the Underwriters, such consent not to be unreasonably withheld. The
Company agrees that, following Closing, the Underwriters may, at the Underwriters
expense, place “tombstone” and other advertisements relating to its role in connection with
the Offering.

19.  Time of Essence. Time shall be of the essence of this Agreement.

20,  Survival, The respective representations, warranties, agreemenfs, covenanfs,
indemnities and contribution obligations of the Company and the Underwriters set forth in
this Agreement shall survive the Closing Date and remain in full force and effect regardless
of: (i) any investigation made by or on behalf of the Company, the Underwriters or any of
their respective officers or divectors; (if) delivery of and payment for the Offered Shares; and
(iii) any subsequent disposition by the Underwriters of the Offered Shares.

21.  Authority of the Co-Lead Underwriters, The Co-Lead Underwriters are hereby
authorized by the other Underwriters to act on their behalf and the Company shall be
entitled to and shall act on any notice given in accordance with this Agreement or any
agreement entered into by or on behalf of the Underwriters by the Co-Lead Underwriters
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which represent and warrant that they have irrevocable authority to-bind the Underwriters,
except in respect of any matters relating to termination, waiver or extension, and Sections 10
and 11, which matters may be acted on by only the Underwriter affected. The Co-Lead
Underwriters shall consult with the other Underwriters concerning any matter in respect of
which they act as joint representatives of the Underwriters, The obligations of the
Underwriters under this Agreement shall be several and not joint and several.

[REMAINDER OF THIS PAGE LEFT INTENTIONALLY BLANK]
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Very truly yours,
SINO-FOREST CORPFORATION

By: “David Horsley”

Name: David Horsley
Title: Senior Vice-President and Chief
FPinancial Officer
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CREDIT SUISSE SECURITIES
(CANADA) INC.

By: “Ryan Lapointe”

Name: Ryan Lapointe
Title: Vice-President

TD SECURITIES INC.

By:  “Louis G. Véronneau”

Name: Louis G. Véronneau
Title: Vice-President and Director

DUNDEE SECURITIES
CORPORATION

By:  “David G. Anderson”

Name: David G. Anderson
Title: Vice-Chairman

RBC DOMINION SECURITIES INC.

By: “Steven Borritt”

Name: Steven Borritt
Title: Vice-President

SCOTIA CAPITAL INC,

By: “Andrew McLenan”

Name: Andrew McLenan
Title: Director

832



-49-

CIBCWORLD MARKETS INC.

By: “Alan Wallace”

Name: Alan Wallace
Title: Managing Director

MERRILL LYNCH CANADA INC,

By: “Neil Kell”

Name: Neil Kell
Title: Director

CANACCORD FINANCIAL LTD.

By: “Charles Shin”

Name: Charles Shin
Title; Director

MAISION PLACEMENTS CANADA
INC.

By: “John K. Ing”

Name: John R. Ing
Title: President
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11.
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14,
15.

16.
17.

18.

19.
20,

Execution Version

Schedule 1

List of WFOEs

Sino-Forest (Guangzhou) Co., Ltd. ( Z5XHL ( 1M ) BRAF )

Sino-Forest (Heyuan) Co,, Ltd. ( S5l (TR ) ARAT )

Sino-Forest (Anhui) Co., Ltd, { Z5X#lk ( Z# ) ARATR )

Sino-Forest (China) Investments Limited ( XA ( PE ) HABRAF )
Sino-Forest (Guangzhou) Trading Co., Ltd. ( F5XHlk (/"N ) BRERAR ) *
Sino-Forest (Suzhou) Trading Co., Ltd. ( 3XH (FFM ) BEHARLXR )
Jiafeng Wood (Suzhou) Co., Ltd. ( FEAR ( 77N ) HR2F )

Jiangxi Jiachang Forestry Development Co., Ltd. ( SIEAREMLZBAELA )
Guangxi Guijia Forestry Co;, Ltd. ( I BEBEMHLARLF] )

Gaoyao Jiayao Forestry Development Co,, Ltd. ( SEZRHLEBEERA )
Zhangzhou Jiamin Forestry Development Co., Ltd. ( FENREEMALRBEHRAF] )
Sinowin Plantings (Suzhou) Co., Ltd. (FUEMTESER (FM ) BRAR)
Sino-Maple (Shanghai) Trading Co., Ltd. ( #XME ( LB ) BRRERAT )
Sino-Maple {Shanghai) Co., Ltd. ( dbERIE ( L8 ) BREBALAH )

Sino-Panel (China) Investments Limited ( 3L ( & ) EARATA )

Sino-Panel (Fujian) Co., Ltd. ( 35X (4388 ) ARLA)

Guangdong Jiayao Wood Products Development Co., Ltd.
(I EFEREALEBRARAF)

Heilongjiang Jiamu Panel Co., Ltd. ( BRIEBRLERAH )

Hunan Jiayu Wood Products Co., Ltd. ( HFEER#ARLARAT )

Xiangxi Autonomous State Jiaxi Forestry Development Co,, Ltd,
( T EAMNEEAL RBRERAA )

* Sino-Forest (Guangzhou) Trading Co., Ltd, is in the process of deregistration.
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26.
27.

28.
29.

30.
31.
32.
33.
34.
35.
36.

37.
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Hunan [iayu Wood Products (Hongjiang) Co., Lid.
(HmEAAL (¥ ) ARARE )

Zhangjiagang Free Trade Zone Jiashen International Trading Co., Ltd.
(KFERBK SHERAITEAT )

Shaoyang Jiading Wood Products Co., Ltd. ( ASFHZESEALBELAT )
Sino-Panel (Gengma) Co., Ltd. ( FXARM (kS ) FRAHF)

Sino-Panel (Guangxi) Development Co., Lid. ( ZXAR ( fﬁ ) REERATF)
Sino-Panel (Luzhai) Co., Ltd. ( FZXARL ( B3 ) EIRAH )

Sino'—Panel (Sanjiang) Co., Ltd. ( AR ( =57 ) FIRAA)

Sino-Panel (Beihai) Development Co., Lid. ( 3R ( 467 ) ﬁéﬁ N

Humnan Jiayu Wood Products (Zhijiang) Co., Ltd.
(SRR (1T ) BRAR)

Sino-Panel (Jianghua) Co., Ltd. ( FXARL (T4 ) HFRATF )

Sino-Panel (Yuanling) Co., Ltd. ( #XARL ( 7k ) HFRAT )

Sino-Panel (Guangzhou) Co., Ltd. ( FX4k (F~H ) BREBRLHE )
Sino-Biotechnology (Guangzhou) Co., Ltd. ( BXEMREE (7™M ) FRAF )
Sino-Panel (Hezhou) Co., Ltd. ( FARAL (M ) FRAEF )

Sino-Panel (Yunnar) Trading Co., Ltd, ( BXARL ( =78 ) REFRAH )
Sino-Panel (Heilongjiang) Trading Co., Ltd. ( 4Rk ( BRI ) ABHERAH )
Jiangxi Jiawei Panel Co., Ltd. (STEZERWHRAT ) |
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Execution Version

Schedule 2

List of PRC Limited Companies invested by WFOE

‘

Suzhou City Lvyun Garden Engineering Co., Ltd. ( FMTEZBEMATIETRLH )
Beihai Changqing Wooden Co., Ltd. ( {tEEEXRLARLRE )

836



10.
11.
12,
13.

14.

Execution Version

Schedule 3

List of non-Material PRC Subsidiaries

Sino-Biotechnology (Guangzhou) Co., Ltd. ( B3XEYREE (/"M ) ARAA )
Sino-Panel (Hezhou) Co,, Ltd. ( FMRL (BH ) FRAR )

Sino-Panel (Sanjiang) Co., Ltd, { FiR4RIL ( =T ) HERLAA )

Sino-Panel (Yunnan) Trading Co., Ltd. ( R ( =F ) AEHBLAA] )
Sino-Panel (Guangxi) Development Co,, Ltd. ( BRI (-7 ) REHBRAT )

Hunan Jiayu Wood Products (Zhijiang) Co., Ltd.
(HEERAR (L ) ARATF )

Sino-Panel (Yuanling) Co., Ltd. ( 354R (ks ) FRAA )

Sino-Panel (Jianghua) Co., Ltd, ( I ( 5T4 ) FRAF )

Suzhou City Lvyun Garden Engineering Co., Ltd. ( M TERBEATEERAA )
Beihai Changging Wooden Co., Ltd., ( bi#FEE RLAGRAT] )

Sino-Panel (Fujian) Co., Ltd. ( #XARl ( 182 ) HRAR )

Sino-Panel (Heilongjiang) Trading Co., Ltd. ( SRR ( BRI ) ABERATF )
Sino-Forest (Guangzhou) Trading Co., Ltd. { XM (M ) BRABRAT )
Sino-Maple (Shanghai) Trading Co., Ltd. ( 3R ( L5 ) REERAR )
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Schedule 4

List of the BVI Subsidiaries

Suri-Wood Inc.

Express Point Holdings Ltd.
Smart Sure Enterprises Ltd.
Ace Supreme International Ltd.
Glory Billion International Ltd.
Amplemax Worldwide Lid.
Expert Bonus Investment Ltd.

Sino-Panel (Yunnan) Limited

Execution Version
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Schedule 5

List of Shareholders of PRC Subsidiaries

Sino-Wood (Jiangxi) Limited
Sino-Forest Investments Limited
Grandeur Winway Ltd.

Sinowin Investments Lid.
Sino-Forest Bio-Science Limited
Sino-Panel (Asia) Inc.
Sino-Panel (Gaoyao) Lid.

SFR (China) Inc.

Sino-Panel (Guangxd) Ltd.
Sino-Panel (North Sea) Ltd.
Sino-Panel [Suzhou] Lid.
Sino-Panel {(Yunnan)j Ltd.
Sino-Panel [Hunan] Lid.
Sino-Panel [Xiangxi] Lid.
Sino-Panel (North East China) Ltd.
Sino-Panel (Guangzhou) Lid.
Sino-Panel (Fluaihua) Ltd.
Sino-Panel (Yongzhou) Lid.

Execution Version

Sino-Forest (China) Investments Limited { B4l ( HE ) HAHERAT )

Sino-Panel (China) Investments Limited ( #XARM ( HE ) #FERAT )
Sinowin Plantings (Suzhou) Ca., Lid. ( FXETESTEX (FM ) FBLAA)

Jiafeng Wood (Suzhou) Co., Lid. ( BFEARMLGFH)ERAT)
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Schedule 6
List of Subsidiaries
[Company to confirm]
1. Sino-Forest (Guangzhou) Co., Ltd. Xk ( /"N ) FIRAT)
2, Sino-Forest (Heyuan) Co., Ltd. (XL ( FIH ) BRAT)
3. Sino-Forest (Anthui) Co., Ltd. (F5X Ak ( 2% ) BEAT)
4. Sino-Forest (China) Investments Limited (F Xl ( HE ) EGTRAT)
5. Sino-Forest (Guangzhou) Trading Co., Ltd. (B AHll M) B AR F)
6. Sino-Forest (Suzhou) Trading Co., Ltd. (B kil ( 55 ) BRARXA)
7. Jiafeng Wood (Suzhou) Co., Ltd. (FF A ( HH ) BRAT)
8, Jiangxi Jiachang Forestry Development Co., Ltd. (IR A ML X BHR A7)
9. Guangdi Guijia Forestry Co., Ltd. (J- BERZEHF LA RA F)
10.  Gaoyao Jiayao Forestry Development Co,, Ltd. (B IEH L XBERAH)
11.  Zbhangzhou Jiamin Forestry Development Co., Ltd. (M EE AL & BHERLA )
12.  Sinowin Plantings (Suzhou) Co., Ltd. (FSURATEAE A ( 757M ) HRAT])
13.  Sino-Maple (Shanghai) Trading Co., Ltd. (BXM1E ( L5 ) HBHERAT)
14 Sino-Maple (Shanghai) Co., Ltd. (T35 ( L% ) HRARLA)
15.  Sino-Panel (China) Investments Limited (B4R ( hE ) #HFHRAT)
16.  Sino-Panel (Fujian) Co., Ltd. (FX4R 0L (3822 ) HRAT)
17.  Guangdong Jiayao Wood Products Development Co., Ltd. (J“ R EBA LK BERL )
18.  Heilongjiang Jiamu Panel Co., Ltd, (B45TEB R L SR T)
19.  Hunan Jiayu Wood Products Co., Ltd. (M5t ALE R R)
20.  Xiangxi Autonomous State Jiaxi Forestry Development Co,, Ltd.
(T AMERFLERARATH)
21.  Hunan Jiayu Wood Products (Hongjiang) Co., Ltd.

3611311 v5

Execution Version

CHRIERHAL (GETH ) HRAF)
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23.
24,
25,
26.
27.
28.
29.
30.
31.

32.

34.

35.

36.

37.

38.

39.
40,

R 5

46,
47.
48.

5611311 v2
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-3-
Zhangjiagang Free Trade Zone Jiashen Intemational Trading Co., Ltd.
(ERERFXTLEFRARTRLT)
Shaoyang Jiading Wood Products Co., Ltd. (ZRFAZESL AL 4 B2 )
Sino-Panel (Gengma) Co., Ltd. (B4Rl ( BkE ) AR E)
Sino-Panel (Guangxi) Development Co., Ltd. (B5X4RW ( /"5 ) XBAHRAR)
Sino-Panel (Luzhai) Co., Ltd. (X4 ( BEE ) HRAH)
Sino-Panel (Sanjiang) Co., Ltd. (B4R ( =35I ) FRLAF)
Sino-Panel (Bethai) Development Co., Ltd. (B4R ( ki ) KBRARR )
Hunan Jiayu Wood Products (Zhijiang) Co., Lid. (GHBIE#HAL ( 5L ) ARAR)
Sino-Panel (fianghua) Co., Ltd. (XL ( ;T4 ) ERAR)
Sino-Panel (Yuanling) Co., Ltd. (B4R ( ik ) BRAHE)
Sino-Panel (Guangzhou) Trading Co., Ltd. (B4R ( /~H ) AR ERAT)
Sino-Biotechnology (Guangzhou) Co., Ltd. ( B3R EMRHE(M)ERAE )
Sino-Parnel (Hezhou) Co., Ltd. { ZHARLE MER LT )
Sino-Panel (Yunnan) Trading Co., Ltd. ( #XRU(=E)BRBERLT )
Sino-Panel (Heilongjiang) Trading Co., Ltd. (33X AR\ (B#T)R FHRAF )
Jiangxi Jiawei Panel Co., Ltd. CLEE #iR U HR 2 7))
Suzhou City Lvyun Garden Engineering Co., Ltd, (R EBEMATRERAR)
Beihai Changgqing Wooden Co., Lid. (3% &Rl A B2 7))
Dynamic Profit Holdings Limited
Grandeur Winway Limited
SER (China) Inc.
Sino-Capital Global Inc.
Sino-Forest Investments Limited
Sino-Forest Bio-Science Limited
Sino-Forest Resources Inc.

Sino-Glo bal Holdings Inc.
Sino-Panel (Asia) Inc.



49.
50.
51.
52,
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.
63.

65.
66,
67.
68.
69.
70.

72,
73.
74.
75.
76.
77.
78.

5611311 v5

Sino-Panel (Fujian) Limited
Sino-Panel (Gaoyao) Ltd.
Sino-Panel (Guangxi) Limited
Sino-Panel (Guangzhou) Limited
Sino-Panel (Guizhou) Limited
Sino-Panel Holdings Limited
Sino-Panel (Huaihua) Limited
Sino-Panel fHunan] Limited =~ =~
Sino-Panel (North-East China) Limited
Sino-Panel (North Sea) Limited
Sino-Panel (Qinzhou) Limited
Sino-Panel (Shaoyang) Limited
Sino-Panel [Suzhou] Limited
Sino-Panel [Xiangxi] Limited
Sino-Panel (Yongzhou) Limited
Sino-Panel (Yunnan) Limited
Sinowin Investments Limited
Suri-Wood Inc.
Amplemax Worldwide Limited
Glory Billion International Limited
Smart Sure Enterprises Limited
Expert Bonus Investment Limited
Ace Supreme International Limited
Express Point Holdings Limited
Sino-Woed (Jiangxi) Limited
Sino-Wood {(Guangdong) Limited
Sino-Wood (Fujian) Limited
Sino-Wood Partners, Limited
Sino-Plantation Limited
Sino-Wood (Guangxi) Limited

Sinowood Limited
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This is Exhibit “G” referred to in the
Affidavit of Rebecca Wise

Sworn before me, this Z?) rA

day of April, 2012

A Commissioner, Etc.

ADAM MARGCUS SLAVENS

Barrister and Solicitor, Notary

public for the Province of Ontario
My Commission is unlimited as to time.
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SINO-FOREST CORFORATION

(a Canada Business Corporations Act corporation)

6'/:¢% Guaranteed Senior Notes due 2017

PURCHASE AGREEMENT

Dated; October 14, 2010
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Sino-Forest Corperation
(a Canada Business Corporations Act corporation)

US$600,000,000
6Y4% Guaranteed Senjor Notes due 2017

PURCHASE AGRBEMENT
October 14, 2010

Banc of America Securities LLC
One Bryant Park, New York, NY 10036
United States

Credit Snisse Securities (USA) LLC
Eleven Madison Avenue

New York, NY 10010

United States

As Representatives of the Initial Purchasers
named in Schedule A hereto

Ladies and Gentlenien:

Sino-Forest Corporation, a Canada Business Corporations Act corporation (the “Company™),
confirms its agreement with Banc of America Securities LLC (“BAMYL") and Credit Suisse Securities
(USA) LLC (“Credit Suisse™) and the initial purchasers named in Schedule A hereto (together, the
“Initia]l Purchasers”, which term shall also include any initial purchaser substituted as hereinafter
provided in Section 11 hereof), for whom BAML and Credit Suisse are acting as representatives (in such
capacity, the “Representatives”), with respect to the issue and sale by the Company and the purchase by
the Inittal Purchasers, acting severaily and not jointly, of the respective principal amounts of the
Company’s §'/1% Guaranteed Senior Notes due 2017 (the “Notes”) set forth in Schedule A hercto, The
Notes are to be issued pursuant to an indenture (the “Indenture”) to be dated as of the Closing Date (as
defined in Section 2(b)) among the Company, the subsidiary guarantors named i Schedule D-1 hereto
(each a “Subsidiary Guarantor") and Law Debenture Trust Co. of New York, as trustee (the “Trustee’™).

Notes issued in book-entry form will be issued to Cede & Co. as nomines of The Depository
Trust Cornpany (“DTC"),

The payment of principal of, interest on, and all other amounts due under, the Notes will he
irevocably and unconditionally guaranteed on a senior basis by the Subsidiary Guarantors, pursnant to
their puarantees (the “Subsidiary Guarantees”), The Notes and the Subsidiary Guarantess attached
thereto are herein collectively referred to as the “Securities.” The Securities will be secured by a valid
and enforceable perfected fixst pdority security interest over all the shares held by each Subsidiary
Guarantor Pledgor (as hereinafter defined) (collectively, the “ColMateral”). The Company and the
pledgors listed in Sehedule D-4 Lereto {the “Subsidfary Guarantor Pledgors”™) and Law Debenturs
Trust Co. of New York as security trustee (the “Security Trustee) will enter into the share pledges listed
in Schedule E (Part I) hereto (collectively, the “Share Pledges™), fo be dated as of the Closing Date. The

1
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Collateral will be shared pari passy in right and priority of payment with certain other creditors in respect
of the obligations of the Company and the Subsidiary Guarantor Pledgors in accordance with the
emended and restated intercreditor agreement described in Schedule B (Part I} hereto (the “Intercreditor
Agreement”), by end among the Company, the Subsidiary Guatentor Pledgors, the Trustee, the Security
Trustze end certain other parties, to be dated as of the Closing Date. The Share Pledges and the
Intercreditor Agreement are harefn referred to as the “Security Documents™,

The Company and each Subsidiary Guarantor understands that the Initial Purchasers propose to
make an offering of the Securities on the terms and in the masner set forth herein and agrees that the
Initial Purchasers may resell, subject 10 the conditions set forth herein, all or 2 portion of the Securities to
purchasers (“Subsequent Purchasers™) at any time afier this Agreemnent has been executed and
delivered, The Secuwities are to be offered and sold through the Initial Purchasers without being
registered under the Securities Act of 1933, as amended (the “1933 Act”), in reliance upon exemptions
therefrom. Pursuant to the terms of the Securities and the Indenture, investors that acquire Securities may
only resell or othervrise fransfer such Securities if such Securities are hereafter registered under the 1933
Act or if an exemption from the regisiration requirements of the 1933 Act is available (including the
exemption afforded by Rule 144A (“Rule 144A™) or Regulation § (“Regulation §") of the rules and
regulations promulgated under the 1933 Act (the “1933 Act Regulations™) by the Securities and
Excharnge Commission (the “Commission™)).

The Notes are expected to be listed on the Singapore Exchange Securities Trading Limited (the
YSGX-8T™.

The Company and the Subsidiary Guarantois () have prepared and delivered to each Initial
Purchaser copies of a preliminary offering memorandum, including ary documents incorporated therein
by reference, dated October 11, 2010 (the “Preliminary Offering Memorandum™) and (b) have
prepared and will deliver to each Initial Purchaser, as promptly as possible prior to the Closing Time,
copies of a final offering memorandum, including any documents incorporated therein by reference, dated
the date hereof (the “Final Offering Memorandum'), cach for use by such Imitial Purchaser in
connection with its solicitation of purchases of, or offering of, the Securities. “Offering Memorandum™
means, with respect to any date or Ume referred to in this Agreement, the most recent offering
memorandum (whether the Preliminary Offering Memorandum or the Final Offering Memorandum, as
amended and supplemented at such time), including exhibits thereto, if any, and any documents
incorporated therein by reference, which has been prepared and delivered by the Company to the Initial
Purchasers in connection with their solicitation of purchases of, or offeting of, the Securities,

Section I, Representations and Warranties by the Company and the Subsidiary Guarantors,

(a) Representations and Warranties by the Company. The Company represents and warrants
to each Initial Purchaser as of the date hereof and as of the Closing Time referred to in Section 2(b)
hereof, and agrees with each Inittal Purchaser, as follows:

(i) Disclosure Package and Final Offering Memorandum, As of the Applicable Time
(as defined below), neither (A) the Preliminary Offering Memorandum as supplemented by the

final pricing teim sheet, in the form attached hereto as Schedule C (the “Pricing Supplement”)
and as otherwise supplemented or amended at such time, all considered together (collectively, the
“Disclosure Package™), nor (B) any individual Supplemental Offering Materials (as defined
below), when considered together with the Disclesure Package, included any untrue statement of
a material fact or omitted to state any material fact necessary in order {0 make the statements
therein, in the light of the circumstances under which they were made, not misleading.

(MK} 02828/183/PURCIHASE. AGT/Encalypivs. PA doc
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“*Applicable Time™ means 5:30 P.M. (New York City time) on the date hereof or such other time
as agreed by e Company and the Representatives,

“Supplemental Offering Materials” means any “written communication” (within the
meaning of the 1933 Act end the 1933 Act Regulations) prepared by or on behalf of the
Company, or used or referred to by the Company, that constitutes an offer to sell or a solicitation
of an offer to buy the Securities other than the Preliminary Offering Memorandum or the Final
Offering Memorandum or amendments or supplements thereto (including the Pricing
Supplement), including, withont limitation, any ioad show relating to the Securities that
constitutes such a written communicaticn,

B s ans

As of its issue date and as of the Closing Time, the Final Offering Memorandum will not
include an untrue statement of a material fact or omit to stete a material fact necessary in order to
make the staternents therein, in the light of the circumstances under which they were made, not

misleading.

The representations and warranties in this subsection shall not apply to statements in or
omissions from the Disclosure Package or the Final Offering Memorandum made in reliance
upon and in conformity with written informmation fumished to the Company by any [nitial
Purchaser through the Representatives exprossly for use therein, it being understood and agreed
that the onty such information is that described as such in Section 7(a) hereof,

(Gi) Independent Accountants, The accountants who certified the financial statements
and supporting schedules incluyded in the Disclosuwe Package aod the Final Offering
Memorandum are independent public accountanis within the sneaning of the 1933 Act and as
required under Canadian securities Jaws and there have not been any disagreements within the
meaning of National nstryment 51-102 — Continucus Disclosure Obligations since January 1,
2004 with any present or former auditors of the Corapany.

(iii)  Financial Stetements. The financial statements, together with the reldted
schedules and notes, included or incorporated by reference in the Disclosure Package and the
Final Offering Memorendum, present fairly the financial position of the Compeny and its
consolidated Subsidiaries (as defined below) at the dates indicated and the statement of
operations, shareholders' equity, earnings and cash flows of the Company and it consolidated
Subsidiaries for the periods specified; said financial statements have been prepared in conformity
with Canadian generally accepted accounting principles (“GAAP™) applied on a consistent basis
throughout the periods involved. The selected financial data and the summary financiat
information included in the Disclosure Package and the Final Offering Memorandum present
fairly the information shown therein and have been compiled on a basis consistent with that of the
audited financial statements included in the Disclosure Package and the Final Offering
Memorandum. The other financiel and operational information included in the Disclosure
Package and the Final Offering Memorandum present fairly information included theraln.

Al disclosure contained in the Disclosure Package and the Final Offering Memorandum
regarding "non-GAAP financial measures” (as such term js defined by the rules and regulations
of the Commission) complies with Regulation (¢ under the Securities Exchange Act of 1934, es
amended (the ‘1934 Act”),

The disclosure contained in the section headed “Summary of Certain Differences

Between Canadian GAAP and U.S. GAAP” jn the Disclosure Package and the Final Offering
Memorandumn which summarizes certain significant differences between Canadian GAAP and
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U.S. GAAP is a comrect and accurate suinmary of such significant differences and reflects the
material differences between Canadian GAAP and U.S. GAAP, as they would apply to the
Company.

(iv)  No Material Adverse Change in Business. Since the respective dates as of which
information £s given in the Disclosure Package and the Final Offering Memorandum, except as
otherwise stated therein, (A) there has been no material adverse change in the condition, financial
or otherwise, or in the earnings, operations, assets, properties, prospects, liabilites (contingent or
otherwise}, obligations (absolute, accrued or otherwise), capital or business affairs of the
Cotnpany and its Subsidiaries considered as one enterprise (the “Conditlon of the Company™),
whether or ot arising in the ordinary course of business (such change, a “Material Adverse
Effect™), (B) there have been no tramsactions entered mto by the Company or any of its
Subsidiaries which are material with respect to the Company and its Subsidiaries considered as
one enterprise, and (C) there has been no dividend or distribution of any kind declared, paid or
made by the Company on any class of its capifal stock, Neither the Company nor any of its
Subsidiaries has sustained since the date of the latest financial statements inchided in the
Disclosure Package and the Final Offering Memorandum any material loss or mferference with
its business from fire, earthquake, flood, explosion or other calamity, whether or not covered by
instrance, otherwise then as set forth in the Disclosive Packege and the Final Offering
Memorandurmn.

(v) Incorporation _and Good Standing of the Company, The Company is a

corporation duly organized, validly existing and in good standing nnder the laws of Canada, with
corporate power and authority to own, lease and operate its properties and to conduct its business
as presently conducted and as described in the Disclosure Package and the Final Offering
Memorandum; and the Company is dnly qualified to transact business and is in good steading in
each jurisdiction in which the conduct of its business or the ownership or leasing of property
requires such: qualification, except to the extent that the failure to be so qualified or to be in good
standing, comsidering all such cases in the agpregate, would not cause a Material Adverse Effect.

(viy  List of Subsidiaries. All of the Subsidiaries of the Company, except those
specifically excluded below, are listed in Schedule D-2 attached hereto; afl of the Company’s
Subsidiarfes other than those listed on Schedule D-3 are Subsidiary Guarantors, there is no other
company or undegtaking in which amy of the Company or its Subsidiaries directly or indirectly
owns or comtrols or proposes to own or control 2 majority interest (whether by way of
shareholding, trust arrengement or otherwise),

For pwposes of this Agreement, “Subsidiary” means: (A) any comporation of which
secirities, having by the terms thereof ordinary voting power to elect a majority of the board of
.directors of such corporation (irrespective of whether at the titne shares of any other class or
classes of such coiporation might have voting power by reason of the happening of any
contingency, unless the contingency has occurred and then only for as long as it contimues), are at
the time directly, indivectly or beneficiatly owned or controlled by the Company or ene or inore
of its Subsidiaries, or the Company and one or more of its Subsidiaries; (B} any partnership of
which the Company, or one or more of its Subsidiaries, or the Company and one or more of ils
Subsidiaries; (1) directly, indirectly or beneficially owns.or controls more then 50% of the
income, capital, beneficial or ownership interest (however deslgnated) thereofi and (2) is
general partney, in the case of a limited partnership, or is a partmer that has the authority to bind
the partnership in all other cases; or (C) any other person of which at feast a majority of the
income, capital, beneficial or ownership interest (however designated) is at the time directly,
indirectly or beneficially owned or controlled by the Company, or one or more of its Subsidiaries
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or the Company and one or mole of its Subsidiaries; provided that the term Subsidiary shall in

any event include the WFOEs (as defined below) and the Sino-foreign equity joint venture
company and each of the additional entities identified in Schedule D-2 but excludes Sino-Panel
Corporation (Canada), Sinowood Holdings Limited, Sinowood Finance Limifed, Khan Forestry | -
Inc. and Max Gain Development Limmited, which bave no or minimal assets or liabilities, are not
engaged in any operation and are cwrrently considered inactive,

Additionally, for purposes of this Agreement, the “Mandra Group” means Mandra
Forestry Holdings Limited and its Subsidiaries, and the "Omnicorp Group™ means Omnicorp
Limited and its Subsidiaifes,

(vii)  Incorporation and Good Standing of Subgidiaries, Each Subsidiary has been duly
incorporated, amalgemaled, formed or continued, as the case may be, is validly existing as a
corporation in good standing under the laws of the jurisdiction of its incorporation,
amalgamation, formation or continuance, has the corporate power and authority to own its
property and to conduct its business as described in the Disclosure Package and the Final
Offering Memorandum and #s duly qualified to transact business and is in good standing in each
jurisdiction in which the conduct of its business or its ownership or leasing of property requires
such qualification, except to the extent that the failure to be so qualified or be in good standing
would not rave a Material Adverse Effect.

(viiiy Cormporate Authority, The Company has the corporate right, power and authority
to execute and deliver this Agreement, the Notes, the Security Documents to which it is a party
and the Indenture (collectively, the “Transaction Documents”) and to perform its obligations
hereunder and thereunder; and all action required to be taken for the due and proper autherization,
execution and delivery of each of the Transaction Documents and the consummation of the
transactions contemplated thereby has been duly and validly taken.

(ix)  Capitalization. The Company has an authorized capitalization as set forth under
the headings “Consclidated Capitalization™ in the Disclosure Package and the Final Offering
Memorandum, All the issued and outstanding shares of capital stock of the Company and each of
its Subsidiaries (except that with respect fo both of the Mandra Group and the Onrnicorp Group,
to the best knowledge of the Company) have been duly authorized and validly issued and are
fully paid and nonassessable. All outstanding shares of capital stock of the Subsidiaries are
owned by the Company either direcily or indirectly free and clear of any security interest, claim,
lien oc encumbrance other than as set forth in the Disclosure Package and the Final Offering
Memorandu; none of the outstanding shares of capital stock of any Subsidiary of the Company
{except that with respect to both of the Mandra. Group and the Omnicorp Group, to the best
knowledge of the Company) was lssued in violation of the preemiptive or other similar rights of
any security holder of each respective entity other than as set forth in the Disclosure Package and
the Final Offering Memorandum. ‘

{x) Authorization of Agreement. This Agreement has been duly awtliorized, executed
and delivered by the Comparny.

{xiy  Authorization of the Indenture. The Indenture has been duly anthorized by the
Company and, when executed and delivered by the Company and the Trustee, will constitute a
valid and binding agreement of the Company, enforceable against the Company in accordance
vith its tenms, except as the enforcement thereof may be limited by hankruptey, insolvency
(including, without limitation, all laws relating to fraudulent transfers), reorganization,
moratoriuin or similar laws affecting enforcement of creditors” rights generally and except ss
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enforcement thereof is subject to-general principles of equity (regardless of whetlter enforcement
is considered in a proceeding in equity or at law).

(xii)  Authorization of the Intercreditor Agreement The Intercreditor Agreement has
been duly authorized by the Company and, when executed and delivered by the Company and the
other parties thereto, will constitute a valid and binding agreement of the Company, enforceable
against the Company in accordance with its temms, except as the enforcement thereof may be
limited by bankruptcy, insolvency (including, without limitation, all laws relating to fraudulent
transfers), reorganization, moratorivm or similar laws affecting enforcement of creditors’ rights
generally and except as enforcement thereof is subject to general principles of equity (regardless
of whether enforeement is considered In a prooeeding in equity or at law), '

{(xiif) Authorizalion of Notes. The Noteg have been duly authorized and, at the Closing
Time, will have been duly executed by the Company and, when authenticated, issued and
delivered in the manmer provided for in the Indenture and delivered against payment of the
purchase price therefor as provided fn this Agreement, will constitute valid end binding
obligations of the Company, enforceable against the Company ir accordance with their teims,
except as the enforcement thereof may be limited by bankruptcy, insolvency (including, without
limitation, all laws relating to fraudulent transfers) reorganization, moratorium or similar [aws
affecting enforcement of creditors’ rights generally and except as enforcement thereof is subject
to general principles of equity (regardless of whether enforcement is considered in a proceeding
in equity or at law), and will be in the form contemplated by, and entitled to the benefits of, the
Ipdentore.

(xiv) Authorization of the Share Pledges, Each of the Share Pledges to which the
Company is a party has been duly authorized by the Company and, when duly executed and
delivered by the Company and each of the other parties in accordance with ifs terms, will
constitute a valid and binding agreement of the Company, enforceable against the Company in
accordance with its terms, except as the, enforcement thereof may be limited by applicable
bankruptey, frandulent conveyance, insolvency or similar laws affecting the enforcement of
creditors’ rights generally or by equitable principles relating to enforcesbility. After the
execution and delivery thereof, the Share Pledges to which the Company is a parfy will create in
favor of the Security Trustee, for the benefit of the holders of the Securities and the other
creditors secured thereunder, a valid and enforceable perfected first priority security interest in
the relevant Collateral (subject to the completion of the recordings, notations and filings in New
York, Hong Kong, Ontario, the British Virgin Islands, the Cayman Islands and Barbados, as set
forth on Schedule F hereto), to be shared on a pari passu basis with certain other secured
creditors under the Intercreditor Agreement.

(xv)  Creation, Enforceabijlity and Perfection of Security Interests, The Company

under each Share Pledge to which it is a party beneficially owns the relevant Collateral covered
by such Share Pledge, free and olear of any security interest, mortgage, pledge, lien, encumbrance
or claim. All filings and other actions necessary or desirable to perfect and protect the security
interest in such Collateral to be oreated (or purported to be created) under such Share Pledges
have been or will be, at or prior to the Closing Date, duly made or taken and are or will be, at or
prior to the Closing Date, in full force and effect (other than the completion of the recordings,
notations and filings in New York, Hong Kong, Ontarlo, the British Virgin Islands, the Cayman
Islands and Barbados, as set forth on Schedule F hereto).
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(xvi} Descrintions of Transaction Docuinents. The description of the Notes, the
Subsidiary Guarantees, the Indenture and the Security Documents contained in the Disclosure
Package and the Final Offering Memorandum. are accurate in all material respects,

(xvii) Absence of Violatigns, Defaults and Conflicts. Except as disclosed in the
Disclosure Package and the Final Offering Memorandum, neither the Company ner any of its
Subsidiaries is, or with the giving of notice or lapse of fime or both would be, (A) in violation of
any provisicn of laws, statutes, rule or regulation or its charter, articles of continnance, by-laws,
business license, business permit or other constitutional documents, or any judgment, order, writ
ot decree of any government, government instrumentality or cowrt, domestic or foreign, haviog
jurisdiction over the.Company. or any of its Subsidiaties or.any. of their assets, properties or
operations or (B} in default In the performance ot observance of any obligation, agreement,
covenant or condition contained in any contract, indenture, morigage, deed of frust, loan or credit
apreernent, note, lease or other agreament or instrument to which the Company or any of its
Subsidiaries is a party or by which any of them may be bound, or to which any of the property or
assets of the Company or any of its Subsidiaries s subject (collectively, “Agreements and
Instruments™) except, in each case, for such violations or defaults fhat would not result in a
Material Adverse Effect; and the execution, delivery and performance of the Transaction
Documents and any other agreement or instrument entered into or issued or to be entered into or
issued by the Company in connection with the transactions contemplated hereby or thereby or in
the Disclosure Package and the Final Offering Memorandum and the consumumnation of the
transactions contempleted herein and in the Disclosure Package and the Final Qffering
Memorandum (including the issuance and sale of the Securities and the use of the proceeds from
the sale of the Securities as described in the Disclosure Package and the Fipal Offering
Meroorandum vnder the caption “Use of Proceeds™) and compliance by the Company with its
obligations hereunder or thereunder have been duly authorized by all necessary corporate action
and do not and will not, whether with or without the giving of notice or passage of time or both,
conflict with or constitute a breach of, or default or Repayment Event (as defined below) under,
or result in the creation or imposition of any lien, charge or encumbrance upen any property or
assets of the Company or any of its Subsidiaries pursuant to, the Agreernents and Instruments, nor
will such action result in any violation of the provisions of the charter, articles of continvance, by-
laws, business license, business permit or other constitutional documents of the Company or any
of its Subsidiaries or any applicable law, statute, tule, tegulation, judgment, order, writ or decree
of any government, government instrumentality or court, domestic or foreign, having jurisdiction
over the Company or any of its Subsidiaries or any of their assets, properties or operations. As
used hersin, a “Repayment Event” means any event or condition which gives the holder of any
note, debenture or other evidence of indebtedness (or any person acting on such holder’s behalf)
the rght to require the repurchase, redemption or repayment of all or a portion of such
indebtedness by the Company or any of its Subsidiaries.

(xviii) Absence of Labor Dispute. No labor dispute with the employees of the Company
or any of its Subsidiaries exists or, to the best knowledge of the Company, is imminent, and the
Company is not aware of any existing or imminent labour disturbance by the employees of any of
its or any of its Subsidiaries’ principal suppliers, mannfacturers, customers or contractors, which,
in either case, would resuit in any Material Adverse Effect,

(xix) Absence of Proceedings. There is no action, suif or proceeding before or by the
Comuission or any other federal, state, local or foreign governmental or regulatory authorities or
any court, including without limitation, the Ontario Securities Corpmission {each an “Other
Agency” and collectively, the “Other Agencies™), which has been served upon the Company or
any of its Subsidiaxies that is now pending or, to the best knowledge of the Company, threatened,
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. against or affecting the Company or any of its Subsidiaries which might result in a Material
Adverse Bffect, or which might materially and adversely affect the consummation of the
transactions contemplated by this Agreement or the performance by the Company or any
Subsidiary Guarantor of itg obligations hereunder. The aggregate of zll pending legal or
governmental proceedings t¢ which the Company or any of its Subsidiaries is a party or of which
any of their respective property or assets is the subject wlich are not desoribed in the Disclosure
Package and the Final Offering Memorandum, including ordinary routine litigation incidental to
the business, could not reasonably be expected to result in 8 Material Adverse Effect,

(xx) Absence of Manipulation. Neither the Company nor to its knowledge any
affiliate, as such tenm is defined in Rule 501{b) under the 1933 Act (“Affiliate™), of the Company
has faken, nor will the Compenry or any Affiliate of the Company take, directly or indivectly, any
action which is designed to or which has constitated or which would be expected to cause or
result in stabilization or manipulation of the price of any security of the Company to facilitate the
sale or resale of the Securities.

(xxi) Absence of Further Requirements. No filing with, or authorization, approval,
consent, license, order, registration, qualification or decree of, any court or governmental
authority or agency is necessary or required for the performance by the Company of its
obligations hereunder, in connection with the offering, issuance or sale of the Securities
hereender or the consummation of the fransactions contemplated by the Transaction Documents
or for the due execution, delivery or performance of the Transaction Documents by the Company,
except such as have been already obtained, except for the approval in-principle of the SGX-ST
for the listing of the Notes on the SGX-ST for a listing of up to US$600,000,000 and, if Securities
are sold by any Initial Purchaser to residents of Canada, the delivery of the Final Offering
Memorandum and the filing of 2 Form 45-106F! with the applicable Canadian securifies
regulatory euthorities.

{(xxii) Possession of Intellectual Property, The Company and ils Subsidiaries own or
possess or can agquire on reasonable terms sufficient trademarks, trade names, patent rights,
copyrights, licenses, approvals, trade secrets and other similar rights (collectively, the
“Intellectual Property Rights™) reasonably mecessary to conduct their businesses as now
conducted; neither the Company nor any of its Subsidiaries has received any notice of or is
otherwise aware of inflingement or conflict with asserted Intellectual Property Rights of others.

(xxiii) Possession of Licenses and Permits. Bach of the Company end its Subsidiares
has obtained all consents, authorizations, approvals, orders, certificates and permils of and from,
and has made all declarations and filings with, all relevant natioual, locat or other governmental
authorities and all relevant courts and other tribunals {“Governmental Authorizations™) which
are required for the Company or any of its Subsidiaries to own, lease, license and use ifs
properties and assets and to conduct its business in the manner described in, and contemplated by,
the Disclosure Package and the Final Offering Memorandum, except for Government
Authorizations the failure of which to obtain would not, singly or in the aggregate, result in a
Material Adverse Effect; all such Govemmental Authorizations are in full force and effect; none
of the Company and its Subsidiaries is in violation of, or default under, such Governmental
Authorizations except, in each case, for such violations that would not result in a Material
Adverse Effect,

{(xxiv) Titde to Property. Each of the Company and its Subsidiaries has good and
marketable title fo all real property and all personal property owned by it, in each case free and
clear of all liens, encumbrances and defects, exoept such as do not materially affect the value of

{HK) 028261 81PURGHAS E AW T/ Eucalyphus.PAdoe



854

such property and do not interfere with the vuse made and proposed to be made of such property
by it and except for the mortgages, liens, pledges or other security interests relating to the bank
borrowings and other indebtedness by the Company disclosed in the Disclosure Package and the
Final Offering Memorandum; and any real property and buildings held under lease by the
Company and its Subsidiaries are held by them under valid, subsisting and enforceable leases
with such exceptions as are not material and do not interfere with the use made and proposed to
be made of such property and buildings by the Company and its Subsidiaries, in each case except
as described in or contemplated in the Disclosure Package and the Final Offering Memorandum.

With respect to any of the tree plantations owned, leased or otherwise operated by the
-Subsidiaries of.the.Company, each.such Subsidiary has obtained.or.is in the process of applying
for the plantation rights certificates, its equivalents or other relevant approvals for its legal titles
to the plantation Iand use or other relevant plantation or concession rights, as applicable, that are
required or otherwise necessary under the People’s Republic of China (the “PRC"™) or Suriname
laws and regulations in order for such Subsidiary to own, lease or operate such plantation and
conduct itg wood fiber businesses in the manner described in, end contemplated by, the
Disclosure Package and the Final Qffering Memorandum except for any rights the failure of
which to obtain would not result in a Material Adverse Effect; with respect to any of the plants,
buildings or other shuctures owned by any of the Company’s Subsidiaries, such Subsidiary has
valid Jand use right certificates, building ownership certificates or other relevant title documents,
and the construction, development, occupation and use of such plant, building or structure
cormplies in. all material respects with all the applicable laws and regulations except such as would
not, singly or in the aggregate, result in a Material Adverse Effect.

(xxv) PRC Plantation Business. The relevant PRC Subsidiaries (as defined herein) have
duly obtzined or are in the process of applying for the relevant plantation rights certificates, its
equivalents or other relevant approvals for their legal titles to the plantation land use rights and
the planted (ree plantations. The relevant PRC Subsidiaries’ planted plantations under
management were approximately 77,900 hectares as of June 30, 2010.

Each of the Company and its Subsidiaries has the right to conduct business in the PRC in
the manner as presently conducted and as deseribed in the Disclosure Package and the Final
Offering Memorandum, and has obtained or are in the process of applying for the relevant
plantation rights certificates, its equivalents or other relevant approvals for their legal titles to the
right to own the purchased tree plantations (as set forth in the Disclosure Packape and the Final
Offering Memorandum) end has or will have the right to log, transport, and sell the purchased
tree plantations in accordancs with the PRC laws and regulations.

(oxvi} Environmental Laws. The Company and its Subsidiaries (A) are in compliance
with any and all applicable foreign, federal, provincial, state, territorial, and local laws and
regulations relating to the protection of human health and safety, the environment or hazardous or
toxic substances or wastes, pollutants, dangerous goods or contaminants (“Environmental
Laws”), (B) have received all permits, licenses or other approvals required of them undef
applicable Environmental Laws to conduct their respective businesses, and (C) are in compliance
with all terms and conditions of any such permit, license or approval, except where such non-
compliance with Environmental Laws, failure to receive required penmits, licenses or other
approvals or failure to comply with the terms and conditions of such permits, licenses or
approvals would not, singly of in the aggregate, have a Material Adverse Effect.

(xxvii) Hazardous Substances. There is not at present on, at or under any of the real
properties of the Company or any of its Subsidiaries any hazardous substances, toxic substances,
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wastes, pollutants, dangerous goods or contaminants (*Hazardous Substanee™) and theré has not
been the discharge, deposit, leak, emission, spill or ofher release of any Hazardous Substarce on,
at, under or from any real property of the Company or any of its Subsidiaries (including relating
to the colfection, removal and disposal of wastes), which has resulted in or may result in any
material cost, darsage or other liability, including the diminution in value of any property, or may
have a Matexial Adverse Bffect.

(xxviii) Envirommental Liabilities. There are no costs or Labilities associated with
Environmentel Laws (including, without limitation, any capital or operating expenditures
required for clean-up, closure of properties or compliance with Environmental Laws or any
permit, license or approval, eny related constraints on operating activities and any potential
Habitities to third pavties) which would, singly or in the aggregate, have a Material Adverse
Effect.

(xxix} Disclosure of Legal Matters, The statements set forth in the Disclosnre Package
and the Final Offering Memorandum (A) under the sections headed “Description of the Notes”,
insofar as they purport to constifute a summary of the terms of the Notes and the Subsidiary
Guarantees are accurate and fair in all material respects; and (B) under the captions *Risk
Factors”, “Certain Financial Information”, “Business”, “PRC Forestry Industry Overview”,
“Government Regulation”, “Description of Other Indebtedness™, “Related Party Transactions”,
“Taxation”, and “Plan of Distribution”, insofar as they purport to describe the provisions of the
laws and documents referred to therein, constitute a fair and accurate sumanary of such laws and
documents.

(ox) Material Confracts, Bach of (A) the documents listed under “Materiat Contracts”
in the Company’s eonuat information form dated March 31, 2010, (B} the master agreements or
otlier contracts entered into by the Subsidiaries of the Company relating to the purchase of the
rights to the trees on particular plantation land with or without a preemptive right fo lease such
plantation land, (C) the long-tetm lease agreements entered into by any of the Compary's
Subsidiaries for tree plantations as disclosed Int the Disclosure Package and the Final Offering
Memoranduwm, (D) the share purchase or other investment agreements entered into by the
Company and any of its Subsidiaries, and (B) any other contracts or arrangements between any of
either the Compaty or the Coinpany's Subsidiaries and an authordzed intermediary regarding the
sales of standing timber, has been duly authorized, executed and delivered by the Company or the
relevant Subsidieries of the Company, as the case may be, constitutes a valid and binding
agreement of each of the parties thereto, is in full force and effect and is enforcesble in
accordance with its tenns, subjeot to bankruptey, insolvency, fraudulent transfer, reorganization,
moratorium &nd similar [aws effecting creditors’ rights generally and subject to the qualification
that equitable remedies may be granted in the discretion of a court of competent jurisdiction. The
Company has no knowledge of the invalidity of or prounds for rescission, avoidance or
repudiation ©f any such material contract and none of the Company or its Subsidiaries has
received notice of any intention to terminate any such contract or agreement or repudiate or
discleim any such transaction, All descriptions of material contracts or documents in lthe
Disclosure Package and the Final Offering Memorandum, to the extent such descriptions purport
o describe or summarize such confracts or documents, are krue and accurate in ell material
respects, fairly summarize the contents of such contrects or documents and do not omit any
material inforimation which affects the irnport of such descriptions, To the best knowledge of the
Company, there are no contvacts or documents that would be required to be deseribed in the
Disclosure Package and Final Offering Memorandum under the United States Securities laws if
such laws and rules were applicable with respect to the Disclosure Package and Final Offering
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Memorandum, or that would be required to be described under any applicable laws that hiave not
been so described.

{oxxi} Accounting Controls, The Company and each of its Subsidiaries maintains a
system of internal controls sufficient to provide reasonable assurances that {A) transactions are
executed in accordance with management’s general or specific authorization; (B) {ransactions are
recorded as necessary to permit the financial statements to be fairly presented in accordance with
Canadian GAAP and to maintain accountability for assets; (C} access to its assets is permitted
onaly in accordance with ynanagement’s general or specific authorization; (D) the recorded
accountability for assefs {s compared with existing assets at reasonable intervals and appropriate
action_is.taken with. respect to differences; (E) the Company and each of its Subsidiarfes have
made: and kept books, records and accounts, which in reasonable details, accurately and faidy
reflect in all material respects the transactions and dispositions of assets of such entity; (F)
matexial information relating to the Company and its Subsidiaries is made known to those within
the Company responsible for the preparation of the financial statements during the peried in
which the financial statements have been prepared and that such material information is disclosed
to the public within the time periods required by applicable law, including Canadjan securities
laws. The Company has established procedures which provide a reasonable besis for its board of
directors to malee proper judgment as to the financial position and prospects of the Company and
its Subsidiaries, taken as one enterprise. Since the end of the Company’s most recent audited
fiscal year, there has been (x)} no material weakness in the Company’s intemal control over
financial reporting (whether or not remediated), except as set forth in the Disclosure Package and
the Final Offering Memorandum, and (y) no change in the Company's internal conttol over
financial reporting that has materially effected, or is reasonably likely to materfally affect, the
Company’s internal control over financial reporting; and all significant deficiencies and material
weaknesses in the design or operation of such internal controls that could adversely affect the
Company’s ability to disclose to the public information required to be disclosed by it in
accordance with applicable law, including Canadian securities laws, and 2ll fraud, whether or not
material, that involves management or employees that have a significant role in the Company's
internal controls have been disclosed to the audit committee of the Company’s board of directors.
The Company has not publicly disclosed or reported to the audit committee or the board, and
within the next 90 days the Company does not reasonably expect to publicly disclose or report to
the audit committee or the board, a significant deficiency, material weekness, change in internal
controls or fraud involving management or other employees who heve a significant role in
internal controls {(each, an “Internal Control Event"), auy viclation of, or failure to comply with,
relevant the securities laws, or any matter which, if determined adversely, would have 5 Material
Adverse Effect.

Except as set forth in the Disclosure Package and the Final Offering Memorandum, the
audit committee is not reviewing or investigating, and the Company’s independent auditors have
not recommended that the audit committee review or investipate, (2} adding to, deleting, changing
the application of, or changing the Company”s disclosure with respect to, any of the Company's
material accounting policies; (b} any matter which could result in a restatement of the Company’s
financial statements for any annual or interi period during the current or prior three fiscal years;
or{c) any Intemal Control Event.

(xxxii) Accounting Policies, Liguidity and Capital Resources. The section entitled
“Certain Financial Information—Critical Accounting Estimates” in the Disclosure Package and
the Final Offering Memorandum acourately end fairly describes in all material respects (A)
accounting policies which the Company believes are the most important in the portrayal of the
financial condition and results of operations for the Company and its consolidated Subsidiaries
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and which require management’s most difficult, subjective or complex judgments (“critical
accounting policies™; and (B) judgments and nncertainties affecting the application of eritical
accounting policies. The section entitled “Certain Financial Information —Liquidity and Capital
Resources” in the Disclosure Package and the Final Offering Memorandum accurately and fairly
describes in all materdal respects (%) all matetial trends, demands, comynitments, events,
uncertainties and risks, and the potential effects thereof, that the Company believes would
materially affeet its liquidity and are reasonably likely to occur; and (¥) all off-balance sheet
ammangements, if any, that have or are reaspnably likely to have a current or future effect on the
financial condition, changes in financial condition, revenues or expenses, results of operations,
liquidity, capital expenditures or capital resources of the Company and the Subsidiaries taken as a
whole. Except as disclosed in the Discloswe Package and the Final Offering Memorandurmn, there
are no outstanding puarantees or other contingent obligations of the Company or any Subsidiary
that could reasonably be expected to have a Material Adverse Bffect.

(oc¢iil) Insurance. The Company and its Subsidiaries carry or ave entitled to the benefits
of insurance, with to the best kmowledge of the Company, financially sound and reputable
insurers, in such amounts and covering such risks as is generally maintained by companies of
established repute engaged in the same or similar business, and all such insurance is in full foree
and effect, The Company has no reason fo believe that it or any of its Subsidiaries will not be abie
(A) to renew its existing insurance coverage as and when such policies expire or (B) to obtain
comparable coverage from similar institutions as may be necessary or appropiiate to conduct its
business as now conducted and at a cost that would not result in a Material Adverse Effect,

{(oxay) Statistical and Market-Related Date. Any statistical and market-related data
included in the Disclosure Package and the Final Offering Memorandum are based on or derived
from sources that the Company believes to be reliable and accurate, and, to the extent required or
othetwise neeessary, the Company has obtained the written consent or other cousent in requisite
form to the use of such data from such sources.

{oxv) Investment Company Act The Company is not required, and after giving effect
to the issuance and sale of the offered Securities and the application of the net proceeds therefrom
as desciibed in the Discloswre Package and the Final Offering Memorandum under “Use of
Proceeds,” will not be required, to register as an “investment company™ under the Investment
Company Act of 1940, as amended (the “1940 Act™).

(xxxvi) Similar Offesings. Neither the Company nor any of its Affiliates has, directly or
indirectly, solicited any offer to buy, sold or offered to sell or otherwise negotiated in respect of,
or will solicit any offer to buy, sell or offer to sell or otherwise negotiate in respect of, in the
United States or to any United States citizen or resident, any security which is or would be
integrated with the sale of the Securities in a manner that would require the offered Securities to
be registered: under the 1933 Act.

(xxxvii)Rule 1444 Eligibility. The Secwities are eligibile for resale pursuant to Rule
144A and will not be, at the Closing Time, of the same class as securities listed on a national
securities exchange registered under Section 6 of the 1934 Adt, or quoted in a U.S. automated
interdealer quotation system.

(xxxviii) No General Solicitation. None of the Company, its Affiliates or any person
acting on ils or any of theit behalf (other than the Iitial Punchasers, as to whom the Company
malces no representation) has engaged or will engage, in connection with the offering of the
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offered Securities, in any form of general solicitation or general advertising within the meaning of
Rule 502(c) under the 1933 Act.

(xxxix) No Repistration Required. Subject to compliance by the Initial Purchasers with
the representations and warranties of the Initia] Purchasers and the procedures set forth in Section
6 hereof, it is not necessary in connection with the offer, sale and delivery of the offered
Securities to the Initial Purchasers and to each Subsequent Purchaser in the manner contemplated
by this Ageeement and the Offering Memorandum to register the Securities under the 1933 Act or
to qualify the Indenture under the Trust Indenture Act of 1939, as amended (the “1939 Act”).

everneen(X}... . No Directed. Selling Bfforts. With respect.to those offered Securities sold in
reliance on Regulation S, (A) none of the Company, its Affiliates or any petson acting on its or
their behalf{other than the Initial Purchasess, as to whom the Company makes no representation)
has engaged or will engage in any directed selling efforts within the meaning of Regulation S and
(B) each of the Company and its Affiliates and any person acting on its or their behalf (other then
the Initial Purchasers, as to whom the Company makes no representation) has complied and will
comply with any applicable offering restrictions requirement of Regulation 3,

(xli) Foreign Issuer. The Company is & “foreign issuer” within the meaning of Rule
902 under the 1993 Act. '

(x1i) No Finders, Other than purswent to this Agreement, there are no comiracls,
agreements or understandings beiween the Company or any of its Subsidiaries and any person
that would give rise to a valid claim against the Company, any of jts Subsidiaries or the Initial
Purchasers for a brokerage commission, finder’s fee or other like payment in connection with the
issuance and sale of the Securities,

(xliti) No Stop Order. No stop order, restraining order or denial of an application for
gpproval has been issued and no investigation, proceeding or litigation has heen commenced or,
to the best knowledge of the Company, contemplated before the Commission or any Other
Agency with tespect to the offer, issuance, sale, delivery or resale of the Securties, the
consutmnation of the other transactions contemplated by this Agreement, the Transaction
Documents or the Disclosure Package and the Final Offering Memorandum,

(xliv) Anti-Corruption Practices. The Company and its Subsidiades have not, and 10 the
best knowledge of the Company, no director, officer, agent, employes, affiliate or other person
acting on behalf of the Company or auy of its Subsidiaries has, taken any action, directly or
indirectly, that would result in a violation by such persons of the anti-corruption legislation of
Cangda, the PRC, Hong Kong or any other jurisdiction, or the rules and regulations thereunder,
end all related or similar rules, regulations or guidelines issued, administered or enforced by any
governmental agency thereof, including, without limitation, (A) making an offer, payment or
promise fo pay or (B) authorizing the payment of any money, other property, gift, protuise to
give, or the giving of anything of value to any official, empioyee or agent of any governmental
agency, authority or instrumentality in Canads, the PRC, Houg Kong or any other jurisdiction
where either the payment, gift or promise or the purpose of such contribution, payment, gift or
promise was, i or would be prohibited under applicable law, rule or xegulation of Canada, the
PRC, Hong Kong or any other relevant jurisdiction or to any political party or official thereof or
any candidate for political office, where ejther the payment, gift or promise or the purpose of such
cortribution, payment, gift or promise was, is or would be prohibited upder applicable law, rule
or regulation of Canada, the PRC, Hong Kong or any other relevant jurisdiction, except such as
would not, individually or in the aggregate, have any Material Adverse Effect.
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(xlv) Anti-Money Laundering. Each of the Company, its Subsidiaries, its affiliates
and, "to the best knowledge of the Company, any of their respective officers, directors,
supervisors, managers, agents, or employees has not violated, its participation in the offering will
not violate, and it has imstituted and maintaing policies and procedures designed fo ensure
continued compliance each of the following laws: (A) anti-money laundering laws, including but
not Iimited to, applicable federal, state, international, forelgn or other laws, regulations or
government guidance regarding anti-money laundering, including, without limitation, Title 18
U.5, Code sectior: 1956 and 1957, the Patriot Act, the Bank Secrecy Act, end international anti-
money lanndering principals or procedures by an intergovemmental group or orgepization, such
ag the Financial Action Task Force on Money Laundering, of which the United States is a
member and with which designation the United States representative fo the group or organization
continues to concur, all as amended, and any Executive order, directive, or regulation pursuant to
the authority of any of the foregoing, or any orders or licenses issued thereunder or (B) laws and
regulations imposing U.S. economic sanctions measures, including, but not limited to, the
International Emergency Economic Powers Act, the Trading with the Enemy Act, the United
Nations Participation Act, and the Syiia Accountability and Lebanese Sovereignty Act, all as
amended, and any Executive Order, directive, or regulation pursvant to the authority of any of the
foregoing, including the regulations of the United States Treasury Departraent set forth under 31
CER, Subtitle B, Chapter V, as amended, or any crders or licenses issued thereunder.

(xIvi) OFAC, Neither the Company or any of its Subsidiaries nor, to the best
knowledge of the Compeny, any director, officer, agent, employes, affiliate or person acting on
behalf of the Company or any of its Subsidiaries is cwmently subject fo any sanctions
administered by (A) the Office of Foreign Assets Control of the U.S. Treasury Department
(“*OFAC™) (including but not limited to the designation as & "specially designated national or
blocked person” thereunder) in the U.S.,, {B) Her Majesty’s Treasury in the United Kingdom or
(C) any other relevant authority in the Buropean Union; and the Company will not directly or
indirectly use the proceeds of the offering, or lend, contribute or otherwise make available such
proceeds to any Subsidiavy, joint venture pariner or other person or entity, for the purpose of
finaucing the activities of any person curmently subject to any sanctions administered by (1)
OFAC (including but niot limited to the designation-as 2 "specially designated national or blocked
person” thereunder) in the U.S., (2) Her Majesty"s Treasury in the United Kingdom or (3) any
other relevant authority in the Eurcpean Usion.

(xlvii) Related Party Transactions, The statements set forth in the Disclosure Package
and the Final Offering Memorandurn under the captions “Related Party Transactions” and
“Certain Financial Information -— Related Party Transactions™ are true and accurate in all
material respects and there are no other facts known or which could on reasonable enquiry have
been knows to the Cormpany, the ormission of which would make any such statements misleading
in any material respect, Bxcept as disclosed in the Disclosure Package and the Final Offering
Memorandurn, no material indebfedness (acteal or contingent) and no material contract or
amrangement is oulstanding between the Company or any of its Subsidiaries and any director or
executive officer of the Company or any of its Subsjdiaries or any person connected with such
director or executive offieer (including hisfher spouse or children, or any company or uadertaking
in which he/she halds a conirolting interest), There are no material relationships or transactions
between the Company or any of its Subsidiarjes on the one hand and its affiliates, officers and
directors or their shareholders, customers or suppliers on the other hand which are not disclosed
in the Disclosure Package and the Final Offering Memorandum.

(xIviii) Reporting Issuer Status and Listing of Shares, The Company is a reporting issuer
within the meaning of applicable Canadian securities laws in each of the provinces of Canada,
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and is not in defanit of any requirement of such securities laws, and has not been noted in default
of any requirement of such securities-laws by any applicable Canadian securities cegulatory
authority, except in.each case for such defaults as would have a Material Adverse Effect. The
outstanding common shares of the Company (the “Common Shares™) are listad on the Toronto
Stock Bxchange (“TSX™) and the Company is 1o compliance with all requirements of the TSX.
The Company has taken no action designed to, or likely to have the effect of, (A) delisting the
Common Shares from the TSX nor is the TSX contemplating terminating such listing, or (B)
ceasing to be a reporting issuer in any province, nor Las the Company received any notification
from any applicable Canadian securities regulatory authority seeking to revoke the reporting
issuer status of the Company.

(xlix) Solvency. The Company and each Subsidiary Guarantor is, and immediately
after the Closing Time and inunediately upon consuramation of the fransactions contemplated
herein and in ths Offering Memorandum will be, Solvent, As used herein, the tenn “Solvent”
means, with respect to en entity, on a particular date, that on such date (A) the book value of the
assets of such entity is greater than or equal to the total amount of liabilities {including contingent
liabilities) of such entity, (B) the value of the assets of the entity is greater thaa ihe amount that
will be required to pay the probabie liabilities of such entity on iis debt as they become absolute
and mature, (C) the entity is able to realize upon its assets end pay its debts and other liabilities
(including contingent obligations) as they mature, and (D) the entity does not have unreasonably
small capital. Except such as would not result in a Material Adverse Effect, no winding up or
liquidation proceedings have been commenced against the Company or any of its Subsidiades
and no proceedings have been started or, to the best knowledge of the Company, threatened for
the purpose of, and no judgment has been rendered, declaring the Company or any of its
Subsidiaries bankrupt or in any insolvency proceeding, or for any arrangement or composition for
the benefit of creditors, or for the appointment of a receiver, frustee, administrator or similar
officer of amy of the Company and its Subsidiaries, or any of their respective properties, revenues
Or assefs,

() Establishment of PRC Subsidiaries. Each of the Company’s Subsidiaries in the
PRC has been duly established as a wholly foreign owned enterprises (each, 2 “WFOE" and,
collectively the “WEFQEs") or a Sino-foreign equity joint venture company (together with the
‘WFOEs, the “FIEs") or a PRC [imited company invested by a WFOE (together with the FIEs, the
“PRC Subsidiaries”) in compliance with applicable PRC laws and regulations.

() Registered Capital of PRC Subsidiaries, Except for Sino-Panel (Fujian) Co., Ltd,,
Heilongjiang Jialin Trading Co., Ltd., Sino-Panel (Guangzhou) Nursery Co., Limited., Simo-
Global (Guangzhou) Forestry Management Consulting Inc,, and Sino-Panel (Hunan)
Development Co,, Ltd. whose registered capital shall be subscribed in instalments in accordance
with their respective government approvals and Huanggang Mandra Forestry Limited whose
registered capiial will be reduced to even the partially paid-in registered capital after going
Hiouph the relevant governmental approval and registration procedures, the registered capital of
each of the PRC Subsidiaries has been subseribed in full and all government approvals relating to
the subscription thereof have been issued and are in full force and effect; the Company will pay
or cause to be paid in full the unpaid registered capifal of Bino-Panel (Fujiam) Co., Ltd.,
Heilongjiang Jialin Trading Co., Ltd., Smo-Panel (Guangzhou) Nursery Co., Limited, Sino-
Global (Guangzhouw) Forestry Management Consulting Inc., and Sino-Panef (Hunan)
Development Co., Ltd. in due course in accordance with PRC laws and regulations,
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(i)  Ownership Structure of PRC Subsidiaries. The ownership structure of the PRC

Subsidiaries as described in the Disclosure Package and the Final Offering Memorandum is in
compliance with any applicable laws and regulations in the PRC.

(i)  Articles of Association of PRC Subsidiaries. The articles of association of each .
of the PRC Subsidiaries comply with the requirements of applicable laws of the PRC, and are in
fuil force and effect.

(liv) Dividends by PRC Subsidiaries. Subject to compliance with the requisite
procedures umder the PRC laws and regulations, each FIE has full power and authority to effect
dividend payments and remittances thereof outside the PRC in foreign currency free of deduction
or withholding on account of income taxes and without the need to obtain any consent, approval,
authorization, order, registration or qualification of or with any court or governmental or
regulatory agency or body of or in the PRC.

(Iv)  Shareholder Loans to PRC Subsidiaties, Bxcept for Sino-Panel (Fujian) Co., Lid.,
Heilongjiang Jialin Trading Co., Ltd,, Sine-Panel (Guangzhou) Nursery Co., Limited., Sino-
Global (Guangzhou) Forestry Management Consuiting Inc., and Sino-Panel (Hunan)
Development Co., Ltd whose registered capital shall be subseribed in instalments in accordance
with their respective government approvals and Huanggang Mandra Forestry Limited whose
registered capital will be reduced to even the partially paid-in registered capifal after poing
through the relevant govermmental approval and registration procedures, each of the WFOEs has
full power and authority to borrow loans from its foreign shareholder {“shareholder loans™) as
conternplated and deseribed in the Disclosure Package and the Final Offering Memorandum.
Except for those disclosed in the Disclosure Pacltage and the Final Offering Memotandwmn, no
other licenses, consents, approvals, authorizations, permits, certificates or orders of or from, or
filings, declarations or qualifications with or to, any governmental body, court, agency or official
in the PRC age required for any FIE fo boirow shareholder loans. Each of the FIEs will be able to
repay such shareholder loans in, and remit to outside the PRC, United States dollars, except for
the withholding tax required under the PRC Enterprise Income Tax Law, enacted on March 16,
2007 and effiective on January I, 2008 and its Implementation Rules issued on December 6, 2007
and effective on January 1, 2008, of the PRC and other exceptions, in each case, as disclosed in
the Disclosure Package and the Final Offering Memorandum, free of deduction or withhelding on
acconnt of income taxes and without the need to obtain any consent, approval, authorization,
order, registration or qualification of or with any court or governmental or regulatory agency or
body of or in the PRC,

(lviy Foreign Exchange Registration. Each of the FIEs has obtained ell necessary
foreign excliange registration certificates from the relevant local branches of he Stale
Administratien of Foreign Exchange and has passed foreign exchange annual inspections, except
for those the absence of which would not resuit in a Material Adverse Effect. No other
governmental registration, authorization or filing with any govemmental authority is required in
the PRC in respect of the ownership by the Company of its direct or indirect equity interest in any
PRC Subsidiary, except for those that have already been obtained or those the absence of which
would not result in a Material Adverse Effect.

(lvii) Prohibition on Dividends. No wholly-owned Subsidiary of the Company is
currently prohibited, directly or indirectly, under any agreement or other instrument to which itis
a party or is subject, from paying any dividends to the Company, from making any other
distribution on such Subsidiary's capital stock, from repaying to the Company any loans or
advances to such Subsidiary from the Company or from transferting any of such Subsidiary's
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properties or assets to the Company or any other wholly-owned Subsidiary upon the requisite
approvat procedures for such transferring, except for Sino-Panel (Fujian) Co., Ltd,, Heilongjiang
Jialin Trading Co.,, Ltd, .Sin¢g-Panel (Guangzhou) Nursery Co., Limited, Sino-Global
(Guengzhou) Forestry Management Consulting Inc., and Sino-Panel (Hunan) Development Co.,
Ltd,, whose registered capital has been partially paid up or has not been paid up and Huanggang
Mandra Forestty Limited whose registered capital will be redueed to even the partially paid-in
registered capital after going through the relevant governmental approval and registration
procedures, the dividend payments and remittances for which shall be made in proportion to the
paid-up contribution of its registered capital, and except as otherwise described in the Disclosure
Package and the Final Offering Memorandum. '

(lviii) Absence of Off-Balance Sheet Transactions, Except as disclosed in the financial
statements referred {o in the above Section 1(a)(i) and in the Disclosure Package and the Final
Offering Memomandum, there are no material off-balance sheet fransactions, armrangements,
obligations (including contingent obligations) or other relationships of the Company or any of ils
Subsidiaries with unconsolidated entities or other persons that may have a material current or
future effect or the financial condition, change in fimanciat conditon, results of operations,
liquidity, capital expenditures, capital resources, or significant components of revemues or
expenses of the Company or any of its Subsidiades.

(lix)  Absence of Contingent Liabilities, Except as disclosed in the Disclosure Package
and the Final Offering Memorandum, none of the Company or any of its Subsidiaries has any
conitingent liabilities, in excess of the Habilities that are either reflected or reserved against in the
financial statements referred to in the above Section 1(=)(iii), which would resuit in a Material
Adverse Effect,

{Ix) Immunity, None of the Company, the Company’s Subsidiartes or any of the
Company’s or its Subsidiaries’ properties, assets or revenues are entitled to any right of immmunity
in any jurisdiction on the grounds of sovereignty from any legal action, suit or proceedings, from
set-off or counterclaim, from the judsdiction of any court, from services of process, from
attachment prior to or in aid of execution of judgment, or from other legal process or proceedings
for the giving of any relief or for the enforcement of any judgment.

{Ixi) Tax Returns, Except as disclosed in the Disclosure Package and the Final
Offering Memorandum, the Company and each of its Subsidiaries has, on a timely basjs, filed all
necessary tax retumns and notices and has paid or inade adequate provision for all applicable taxes
of whatever nature for all tax years to the date hereof to the extent such taxes have becomne due or
have been alleged to be dwe in accordance with generally accepted accounting principles of the
jurisdiction in which the relevant entity is incorporated or organized; except as disclosed in the
Disclosure Package and the Final Offering Memorandum, the Company is not aware of amy
material tax deficiencies or material interest or penalties acorued or accruing or alleged to be
accrued or aceruing thereon with respect to itself or amy of its Subsidiaries which have not
otherwise been provided for by the Cormpany.

(Ixii) No Tex oy Duty, Except as disclosed in the Disclosure Package and the Final
Offering Memorandum, no tax or duty (including any stamp or other issuance or transfer tex or
duty and any tax or duty on capital gains or income (excluding any tax on capital gains orincome
imposed by the United States, any State thereof, or the District of Columbia) , whether chargeable
on a withholding basis or otherwise) is payabie by or on behalf of any Initial Purchaser under the
laws of Canada, Hong Kong, the PRC, the British Yirgin Jslands, Barbados, the Cayman Islands
or the United States, or of any political subdivision, department or agency thereof, in connection
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with (A) the issuance of the Securities, (B) the sale and delivery by the Company of the Securities
to such Initial Purchaser in the manner contemplated herein, (C) the resale and delivery of the
Securities by such Initial Pirchaser in the manner contemplated in the Disclosure Package and the
Final Offering Memorandum or (D) the consummation of any other transaction contemplated in
this Agreement or the Indenture; provided that (1) such Initial Purchaser is a non-resident of
Canada who does not use or hold, and is not deemed to use or hold, the Securities or the Purchase
Apreement in connection with the carrying on of a business in Canada in any taxation year; {(2) in
the case that the Inifial Purchaser carries on an insurance business in Canada and elsewhere, this
Agreement and the Securities are not “designated insurance property” in respect of such Initial
Purchaser; and (3) such Initial Purchaser dees not carry on a frade or business in Hong Kong and
does not purchase or hold the Securities as part of such trade or business carried on in Hong
Kong.

(Ixiii}y No Withholding Tax. All interest, principal, premium, if any, and other payments
due under or made on the Securities may under the current laws and regulations of Canada, Hong
¥Kong, the British Virgin Islands, Barbadoes, the Cayinan Isiands and the PRC be paid to the
holders of the Securities, and all interest, principal, premium or ofher payment due under or made
on the Securities will not be subject to withholding or other similar taxes under the laws and
regulations of Canada, Hong Kong, the British Virgin Islands, Barbados the Cayman Islands or
the PRC and are otherwise free and clear of any other tax, withholding or deduction in Canada,
Hong Kong, the British Vitgin Islands, Barbados, the Cayman Islands and the PRC without
necessity of obtaining any consents, approvals, authorizations, orders, registrations, clearances or
qualifications of or with any govermmental agency or body having juisdiction over the Compeny
or any of its Subsidiaries or any of their respective properties in Canada, Hong Kong, the British
Virgin Islands, Barbados, the Cayman Islands or the PRC.,

(ixiv) Validity under the Laws of Company Jurisdictions, It i3 not necessary under the
laws of Canada, New York, Hong Kong, the British Virgin Islands, the Cayman Islands,
Barbados (collectively, the “Company Jurisdictions™) or any political subdivision thereof or
authority or agency therein in order to enable a Subsequent Purchaser of Notes or an owner of
any interest therein to enforce its rights under the Notes or to enable any Initisl Purchaser to
enforce its rights under any of this Apreement, the Indenture, the Security Documents or the
Notes that it should, as a result solely of its holding of Notes be licensed, qualified, or otherwise
entitled to carry on business in the Company Jursdictions or any polltical subdivision thereof or
authority or agency therein; each of this Agreement, the Indenture, the Security Documents and
the Notes is in proper legal form wder the laws of the Company Jurisdictions and any political
subdivision thereof or authority or agency therein for the enforcement thereof against the
Company therein; and it is not necessary to ensure the legality, validity, enforceability or
admissibility in evidence of any of this Agreement, the Indenture, the Security Documents or the
Notes in the Company Jurisdictions or any political subdivision thereof or agency therein thaf any
of them be filed or recorded with any court, authority or agency in any court, authority or agency
of the Cotmpany Jurisdictiong or any political subdivision thereof,

{Ixvy Effect of Choice of Law Provision. Under the laws of the Province of Ontario,
the courts of such province (an “"Ontarie Court”) will recognize and give effect to the choice of
law provisions set forth in Section 16 and Section 17 hereof and enforce judgments of any New
York Court (as defined in Section 17) obtained against the Company or any Subsidiary Guarantor
to enforce this Agreement, provided that (A) the parties’ cliolce of New York law is bona fide and
legal and there is no reason for avoiding the choice of law on the grounds of public policy under
the laws of the Province of Ontario; and (B) in any such proceeding, and notwithstanding the
parties’ clioice of law, the Ontario Court: (1) will mot take judicial notice of the provisions of New
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York law but will only apply such provisions if they are pleaded and proven to its satisfaction by
expert testimony; (2} will apply the laws of the Province of Ontarip and the federal laws of
Canada applicable therein (collectively, “Ontario Law”) that under Ontario Law would be
characterized as procedural and will not apply any New York law that under Ontaric Law would
be characterized as procedural; (3) will apply provisions of Oniaric Law that have overriding
effect; (4) will not apply any New York law if such application would be characterized under
Ontario Law as a direct or indirect enforcement of a foreign revenue, expropriatory, penal or
other public law or if its application would be centrary to public pelicy under Ontario Law; and
(5) will not enforce the perfonnance of any obligation that is illegal under the laws of any
jurisdiction in which the obligatien is to be performed hereof), Under the [aws of the PRC, the
choice of law provisions set forlh in Section 16 hereof will be recognized by the courts of the
PRC and any judgment obtained in. any New York Court arising out of or in relation to the
obligations of the Company under this Agreement will be recognized in PRC courts subject ic the
applicable provisions of the Civil Procedure Law of the PRC relating to the enforceability of
foreign jud gments.

- (ixvi) Effect of Submission to Jurdsdicon Provision. Each of the Company and the

Subsidiary Guaraistors has the power to submit, and pursuant to Section 17 of this Agreement and
the terms of the Indenture, has legally, validly, effectively and irrevocably submitted, to the
jurisdiction of any New York State or United States federal court sitting in the Berough of
Manhattan, The City of New York, and has the power to designate, appoint and empower, and
pursuant to Section 17 of this Agreement and the tetms of the Indenture, has legally, validly and
effectively designated, appomted and empowered an agent for service of process in any suit or
pmceedmg based on or arising under this Agreement, ihe Indenture or the Securities, as the case
may be, in any New York Court.

(Ixvii) SGX-ST. Application to the SGX-ST for the listing of the Notes on the SGX-ST
has been made,

()] Representations and Warranties by the Company and the Subsidiary Guarantors. Bach
Subsidiary Guarantor and the Company jointly and severafly represents and warrants to each Initial
Purchaser as of the date hereof and as of the Closing Time referred io in Section 2(b) hereof and agrees
with cach Initial Purchaser, with respest to such Subsidiary Gurarantor (or Subsidiary Guarantor Pledgor,
as the case may be) and its Subsidiary Guarantee, as follows:

® Incorporation and Good Standing of Subsidiary Guarantor. The Subsidiary

Guarantor has been duly incorporated, amalgamated, formed or continued, as the case may be, is
validly existing as a corporation in good standing under the laws of the jurisdiction of its
incorpoTation, amalgamation, formation or continnance, has the corporate power and authority to
own its property and to conduct is business as described in the Disclogure Package and the Final
Offering Wemorandum and is duly qualified to transact business and is in good standing in each
jorisdiction in which the conduct of its business or its ownership or leasing of property requires
such qualification, except to the extent that the fajlure to be so qualified or be in good standing
would not cauge & Material Adverse Bffect.

iy  Comarate Aulhonty. The Subsidiary Guarantor has corporate right, power and
authority to excoute and deliver this Agreement, the Subsidiary Guarantee, the Security
Docvments to which it is a party and the Indenture and to performt its obligations hereundet and
thereunders and all action required to be taken by the Subsidiary Guarantor for the due and proper
authorization, execution and delivery of each of this Agreement, the Subsidiary Guarantee, the
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Security Documents to which it is a party and the Indenture and the consummation of the
transactions conterplated hereby and thereby has been duly and validly taken.

@iy  Anthorization of Agreement. This Agreement has been duly authorized, executed
and delivered by the Subsidiary Guamntor.

(v}  Absence of Violations, Defaults and Conflicts. The Subsidiary Guarantor is not,
or with the giving of notice or lapse of the thme or both would not be, (A) in viclation of any
provision of law, statute, rule or regulation or its charfer, articles of incorporation, by-laws,
business license, business permit or other constittionsal documents or any judgment, order, writ
or decree of aty government, government instrumentality or court, domestic or foreign, having
jurisdiction over the Subsidiary Guarantor or any of ifs Subsidiaries or any of their assets,
properties or operations or (B) in default in the performance or observance of any obligation,
agreement, covenant or condition contained in any coniract, indenture, mortgage, deed of trust,
loan or credit agreement, note, lease or other agreement or instrument to which the Subsidiary
Guarantor or any of its Subsidiaries is a party or by which any of thesn may be bound, or to which
any of the property or assets of the Subsidiary Guarantor or any of its Subsidiaries Is subjact
(collectively, "Subsidiary Guarantor Agreements and Instruments') except, in each case, for
such violations or defeults thet would pot result in a Material Adverse Effect; and the execution,
delivery and performance of the Transaction Documents to which it is a party and any other
agrecruent or instrument entered into or issued or to be entered into or issued by the Subsidiary
Guarantor in connection with the transactions contemplated hereby or thereby or in the
Disclosure Package and the Final Offering Memorandum, the consummation of the transactions
cantemplated herein and in the Disclosure Package and the Final Offering Memorandurm and
compliance by the Subsidiary Guarantor with its obligations hereunder or thereunder have been
duly authorized by all necessary corporate action and do not and will not, whether with or without
the giving of notlce or passage of time or both, conflict with or constitute a breach of, or default
or Repayment Event (as defined under Section 1(a)(xvii)) under, or result in the creation or
imposition of any lien, charge or encumbrance upon any propetty or assets of the Subsidiary
Guarantor ox any of its Subsidiaries pursuant to, the Subsidiary Guarantor Agreements and
Instruments, nor will such action resuit in any violetion of the provisions of the charter, articles of
incorporation, by-laws, business license, business permit or other constitutional documents of the
Subsidiary Guarantor or any of its Subsidiaries or any applicable lew, statute, rule, regulation,
Judpment, oxder, wnt or decree of any government, government instrumentality or cour,
domestic or foreign, having jurisdiction over the Subsidiary Guarantor or any of its Subsidiaries
or any of their assets, properties or operations.

)] Absence of Further Requirements, No filing with, or authorization, approval,
consent, license, order, registration, qualification or decree of, any court or governmental
authority or mgency is necessary or required for the performance by the Subsidiary Guarantor of
its obligations hereunder, in conmection with the offering, issuance or sale of the Securities
hereunder or the consummation of the trensactions contemplated by the Transaction Documents
or for the due execution, delivery or performance of this Agreement, the Subsidiary Guarantee or
the Indenture: by the Subsidiary Guarantor, except such as have been already obtained.

(vi)  Authorization of the Subsidiary Guarantee, The Subsidiaty Guarantee has been
duly authorized and, when executed and delivered, will be a valid and binding obligaiion of the
Subsidiaty Guerantor, enforceable in accordance with its terms, subject to applicable bankrupicy,
insolvency and similar laws affecting creditors’ rights generally and equitable principles of
general applicability.
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(vii) Authorization of the Indenture, The Indenture has been duly authorized and,
when executed and delivered by the Subsidiary Guarantor, shall be a valid ‘'and binding agreement
of the Subsidiary Guarantor, enforceable in accordance with jts terms, subject to applicable
bankrupicy, insolvency and similar laws affecting creditors™ rights generelly and equitable
principles of general applicabitity,

(viii) Anthorization of the Infercreditor Agreement, The Intercreditor Agreement has
been duly authorized by the Subsidiary Guarantor Pledgor and, when executed and delivered by

the Subsjdiary Guarentor Pledgor and the other parties thereto, will constitute a valid and binding
agreement of the Subsidiary Guarantor Pledgor, enforceable agajnst the Subsidiary Guarantor
Pledgor in accordance with jtg terms, except as the enforcement thereof may be lmited by
bankruptey, insolvency (including, without limitation, all laws relating to fraudulent transfers),
reor ganization, moratorium or similar laws affecting enforcement of creditors’ rights generaily
and except as enforcement thereof is subject to general principles of equity (regardiess of whether
enforcement is considered in a proceeding in equity or at Jaw),

{ixp)  Authorization of the Share Pledges, Each of the Share Pledges to which the
Subsidiary Guarantor Pledgor is a party has been duly authorized by the Subsidiary Guatantor
Pledgor and, when duly executed and delivered by the Subsidiary Guarantor Pledgor and each of
the other parties in accordance with jts terms, will constitute a valid and binding agreement of the
Subsidiary Guarantor Pledgor, enforceable against the Subsidiary Guaranior Pledgor in
accordance with ifs fertns, except as the enforcement thereof may be limited by applicable
bankruptey, fraudulent conveyance, insolvency or similar laws affecting the enforcement of
creditors’ rights generally or by equitable principles relating to enforceability. After the
execution and delivery thereof, the Share Pledges to which such Subsidiary Guarantor Pledgor iz
a party wilt create in favor of the Security Trustee, for the benefit of the holders of the Securities
and the other creditors secured thereunder, a valid and enforceable perfected first priority security
interest in the relevant Collateral (subject to the completion of the recordings, notations and
filings in New York, Hong Kong, the Brtish Virgin Islands, the Cayman [slands and/or
Barbados, as the case may be, as set forth on Schedule F lereto), to be shared on a pari passu
basis With certain other secured creditors under the Intercreditor Agreement.

{x) Creation, Enforceability and Perfection of Security Interests. The Subsidiary

Guarantor Pledgor under each Share Pledge to which it is a party beneficially owns the relevant
Collateral covered by such Share Pledge, free and clear of any security interest, mortgage, pledge,
lien, encumbrance or claim, All filings end other actions necessary or desirable to perfect and
protect the security interest in such Collateral to bs created (or purported to be created) under
such Share Pledges have been or will be, at or prior to the Closing Date, duly made or taken and
are or will be, at or prior to the Closing Date, in full force and effect (other than the completion of
the recordings, notations and filings a New York, Hong Kong, the British Virgin Jlands, the
Cayman Islands and/or Batbados, as the case may be, as sot forth on Schedule F hereto).

(xi)  Validity under the Laws of Company Jﬁ‘igdicﬁom. It is not necessary under tke

laws of the Company Jurisdictions or any political subdivision thereof or authority or agency
therein in order to enable a Subsequent Purchaser of Securities or an ownier of any interest therein
to enforce its rights under the Securities or to enable any Initia] Purchaser to enforce its rights
undexr any of this Agreement, the Indenture, the Security Documents or the Securities that it
should, as a result solely of its holding of Sequrities be licensed, qualified, or otherwise entitled to
carry on busingss in the Company Jurisdictions or any political subdivision thereof or authority or
agency therein; each of this Agreement, the Indenture, the Security Documents and the Securities
is in proper legal form under the laws of the Company Jurisdictions and any political subdivision

21
(HK) 02826/1 8)/PURCHASE AQT/Rvcalyptus, PAdoe



thereof or autlority or agency therein for the enforcernent thereof against the Company thevein;
and it is not necessary to ensure the legality, validity, enforceability or admissibility in evidence
of any of this Agreement, the Indenturs, the Security Documents or the Securities in the
Company Jurisdictions or any politlcal subdivision thereof or agency therein that any of them be
filed or recorded with any court, authority or agency in any court, authority or agency of the
Company Jurisdictions or any political subdivision thereof,

(xiiy Investment Company Act. The Subsidiary Guarantor is not, and after giving
effect to the offer and sale of the Securities and the application of the proceeds thereof as
described in the Disclosure Package and the Final Offering Memorandum will not be, required to
register as an “investment company” as such term is defined in the 1940 Act,

(xiif) Bimilar Offerings. Neither the Subsidiary Guarantor nor any of its Affiliates has,
directly or indirectly, solicited any offer to buy, sold or offered to sell or otherwise negotiated in
respect of, or will solicit any offer to buy, sell or offer to sell or otherwise negotiate in respect of,
in United States or to any United States cifizen or resident, any security whichk is or would be
integrated with the sale of the Securities in a manner that would require the offered Securities to
be registered under the 1933 Act.

(xiv) No General Solicitation. None of the Subsidiary Guarantor, its Affiliates or any

person acting on its or any of their behalf (other than the Injtfal Purchasers, as to whom the -

Subsidiary Guarantor and the Company make no representation} bas engaged or will engage, in
connection with the offering of the offered Securities, in any form of gemeral solicitation or
general advertising within the meaning of Rule 502(c) under the 1933 Act.

(xv} No Directed Selling Efforts. With respect to those offered Securities sold in
reliance on Regulation S, (A) nene of the Subsidiary Guarantor, its Affiliates or any person acting
on its or their behalf (other than the Initial Purchasers, as to whom the Subsidiary Guarantor and
the Company make no representation) has engaged or will engage in any directed selling efforts
within the tneaning of Regvlation $ and (B) each of the Subsidiary Guarantor and its Affiliates
and any person acting on its or their behalf (other than the Initial Purchasers, as to whom the
Subsidiary Guarantor and the Comapany make no representatlon) has complied and will comply
with any applicable offering restrictions requirement of Regulation S,

{xviy Absence of Manipulation. Neither the Subsidiary Guarantor nor any of its
Affiliates has taken, nor will the Subsidiary Guarantor or any of its Affiliates take, directly or
indirectly, any action which is designed to or which has constituted or which would be expected
to cause or result in stabilization or manipulation of the price of any security of the Company to
facilitate the sale or resale of the Securities.

(xvii) Foreign Isguer. The Subsidiary Guarantor is a “foreign issuer” within the
meaning of Rule 902 under the 1993 Act,

() Officer’s Certificales. Any centificate sipned by any officer of (i) the Company or any of
it Subsidiaries, or (ii) any Subsidiary Guarantor delivered to the Representatives or counsel for the Initial
Purchasers shall be deemed a representation and warranty by the Company andfor such Subsidiary
Guarantor, as the case may be, to each Initial Furchaser as to the matters covered thereby.
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Section 2. Sale and Delivery to the Initial Purchasers; Closing.

(D Securities. On the basis of the representations, wamanties and agresinents herein
contained and subject to the terms and conditions herein set fosth, the Company agrees to sell to gach
Injtiel Purchoser, and each Initial Purchaser, severally and not jointly, agress to purchase from the
Company, at the price set forth in Schedule B, the agpregate principal amount of Notes set forth in
Schedule A opposife the name of such Initial Purchaser, plus any additional principal amount of Notes
which such Initial Purchaser may become obligated to purchase pursuant to the provisions of Section 11
hereof.

(b) Payment, Payment of the purchase price for, and delivery of certificates for, the Notes
shall be made at the Hong Kong office of Davis Polk & Wardwell LLP or at such other place a5 shall be
agreed upon by the Representatives and the Company, at 9:00 A.M. (New York City time) on the fifth
Business Day after tlie date hereof (unless postponed in accordance with the pyovisions of Section 11)
(the "“Closing Date™), or such other time not later than ten Business Days after such date es shall be
agreed upon in writing by the Representatives and the Company (such time and date of payment and
delivery being herein called “Closing Time”). “Business Day” means any day except & Satupday, a

" Sunday or a day on which commercial banks in The Cify of New York or Hong Kong ate authorized by
law to close or otherwise not open for business.

Payment ghall be made to the Company by wire transfer of imnmediately available finds to a
bank account designated by the Company, against delivery to BAML for the respective accounts of the
Initial Purchasers of certificates for the Notes to be purchased by them, It is understood thet each Initial
Purchaser has authorized BAML, for its account, to accept delivery of, receipt for, and make payment of
the purchase price for, the Notes which it has agreed to purchase. BAML, individually and not as
representative of the Initial Purchasers, may (but shall not be obligated to) make payment of the purchase
price for the Notes 1o be purchased by any Inittal Purchaser whose funds have not been received by the
Closing Time, but such payment shall not relieve such Initial Purchaser fiom its obligations hereunder.

(c) Deriominations; Registratlon. Cerlificates for the Notes shall be in global forin and
registered in the name of Cede & Co., as nomines of DTC and shall be in such denominations (US$2,600
or intepral multiples of U3$1,000 in excess thereof) as the Representatives may request in writing at least
one full business day before the Closing Time. The global certificates representing the Notes shall be
made available for examination and packaging by the Initial Purchasers in The City of New York not later
than 10:00 A.M. on the last business day prior to the Closing Time. Delivery of (i) one or more global
certificates evidencing Notes sold in offshore transactions in reliance on Regulation S of the 1933 Act to
the Trustes, as custodian for DTC, on behalf of Clearstream Banking 8.A, Luxembourg (“Clearstream™),
and Buroclear Bank S.A./N.V.,, &s operator of the Buroclear System ("Euroclear™), and (ii} one or more
global certificates representing Notes sold in reliance on Rule 144A under the 1933 Act to the Trustes, as
custodian for DTC, shell be made at the Closing Time, for the respecfive accounts of the Initial
Puxchasers.

Section 3. Covenants of the Company and the Subsidiary Guarantors. The Company and’
each of the Subsidiary Guarantors covenants with the Initia Purchasers as follows:

(@ Qffering Memorandum. The Company and the Subsidiary Guarantors, as promptly as
possible, will fumish to each Initial Purcheser, without charge, such number of copies of the Offering
Memorandum and any amendments and supplements thereto and documents incorporated by reference
therein as such Initial Purchaser may reasonably request.
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. ® Notice and Effect of Materlal Events, The Company and the Subsidiary Guarantors will
immediately notify each Initial Purchaser, and confirm such notice in writing, of (i) any filing made by
the Company and the Subsidiary Guarantors of information relating to the offering of the Securities with
any securities exchange or any other regulatory body in the United States or any other jurisdiction, and
(i} prior to the completion of the placement of the offered Securities by the Initial Purchasers, any
material changes in or affecting the condition, financial or otherwise, or the eamings, business affairs or
business prospects of the Company and its Subsidiaries considered as one enterprise which (A) make any
statement in the Disclosure Package, any Offering Memorandum or any Supplemental Offeting Material
false or misleading or (B) are not disclosed in the Disclosure Package or the Cffering Memorandum, In
such event or if during such time any event shall occur as a result of which it is necessary, in the
reasonable opinion of any of the Company, its counsel, the Initial Purchasers or counsel for the Iuitial
Purchasers, to amend or supplement the Offering Memorandum: i order that the Offering Memorandwm
not include any untrue statement of a material fact or omit to state & material fact necessary in order to
make the statements therein not misleading in the light of the circumstances then existing, the Company
will forthwith amend or supplement the Offering Memorandum by preparing and fivnishing to each
Initial Purchaser an amendment or amendments of, or a supplement or supplements to, the Offering
Memorandum (in ferm and substance satisfactory in the reasonable opinion of counsel for the Initial
Purchasers) so that, as so amended or supplemented, the Offering Memorandum will not include an
untrue staterment of a material fact or omit to state a material fact necessary in order to make the
statements therein, in the light of the circumstances existing at the time it is delivered to a Subsequent
Purchaser, not misleading.

{c) Amendment and Supplements to the Offering Memarandum; Preparation qf Pricing
Supplement; Supplemental Offering Materials. The Company and the Subsidiary Guarantors will advise
each Initial Purchaser promptly of any proposal to amend or supplement the Offering Memorandum and
will not effect such amendment or supplement without the consent of the Initial Purchasers. Neither the
consent of the Inidal Purchasers, nor the Inmitial Purchasers’ delivery of any such amendment or
supplement, shall constitute a waiver of any of the conditions set forth in Section 5 hereof The Company
will prepare the Pricing Supplement, in form and substance satisfactory to the Representatives, and shall
furnish as soon as practicable but not later than the Applicable Time to each Initial Purchaser, without
charge, as many copies of the Pricing Supplement as such Initial Purchaser may reasonably request. The
Company and each of the Subsidiary Guarantors represents and agrees that, unless it obtains the prior
consent of the Representatives, it has not made and will not make any offer relating to the Securities by
means of any Supplemental Offering Materials,

(D Qualification of Securities for Offer and Sale, The Compauy and the Subsidiary
Guarantors will use their best efforts, in cooperation with the Initial Purchasers, to epable that the
Securities may be offered and sold on an exempt besis under the applicable securities laws of such states
and other jurisdictions ag the Initial Purchasers may designate and to maintain such status in effect as long
as required for the sale of the Notes; provided, however, that the Company and the Subsidiary Guarantors
shall not be obligated to file any general consent to service of process or to qualify as a foreign
corporation or as a dedler in securities business in any jurisdiction in which it is not so qualified or to
subject itself to taxation in respect of doing buginess in any jurisdiction in which it is not otherwise so
subject,

(&) Use of Proceeds. The Cornpany will use the net proceeds received by it from the sale of
the Securities in the mmanner specified in the Cffering Memorandum under *“Use of Proceeds.”

) Stamp and Trangfer Tax Indemnity. The Company and the Subsidiary Guarantfors will
indemnify and hold each Initial Purchaser harmless against (i) any documentary, stamp or similar transfer
or issue tax, duties or fess and any fransaction levies, commissions or brokerage charges, including any
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interest and penalties, on the issue, sale and delivery to the Initial Purchasers of the Secwities in
accordance with the terms of this Agreement, the sale and delivery by the Initial Purchasers of the
Securities 1o Subsequent Purchasers, and the execution and delivery of this Agreement and the Indenture
and (i) any value-added tax payable in connection with the commissions and other amounts payable or
allowable by the Company, in each case, that are or may be required to be paid under the laws of Canada,
Hong Kong, the PRC, the British Virgin Islands, the Cayman Islands, Barbados, the United States or aay
other jurisdiction, or any political subdivision or taxing anthority thereof or therein; provided that (A) the
relevant Inifial Purchaser is g non-resident of Canada who does not use or hold, and is riot deemed to sue
or hold, the Securities or the Purchase Agreement in connection with the carrying on of a business in
Canada in any taxation year; (B} in the case that an Inittal Purchaser carries on an insurance business in
Canada and elsewhere, this Agreement_and the Securities are.not.designated. insurance. property” in
respect of such Initial Purchaser; and {(C) such Initlal Purchaser does not carry ont a trade or business in
Hong Kong and does not purchase or held the Securities as part of such trade or business carried on in
Hong Kong, The Company and the Subsidiary Guarantors agree that each Initial Purchaser may elect to
deduct from the payments to be made by it to the Company under this Agreement, any amounts required
to be paid by the Company and the Subsidiary Guarantors under this clause.

() Restriction on Sale of Securities, During a period of 120 days from the date of the
issuance of the Notes, the Company will not, without the prior written consent of the Representatives,
directly or indirectly, issue, sell, offer or agree to sell, grant any option for the sale of, or otherwise
dispose of, any other debt securities of the Company or securities of the Company that are convertible
into, or exchangeable for, the Notes or such other debt securities,

) Listing on Securities Exchange. The Company shall make such filings, registrations or
qualifications and teke all other necessary action and will use its best efforts to obtein such consents,
apptovals and authorizations, if any, and satisfy all conditions that the SGX-ST (or its suceessors) may
impose on the listing of the Notes on the SGX-ST. The Cotnpatly shall use its reasonable best efforts to
maintain the listing of the Notes on the SGX-8T.

D Clearance and Seitlenent Systems, The Company will use its best efforts 1o pexmit the
Securities to be eligibls for clearance and seftlement through the facilities of DTC, Euroclear Bank or
Clearstream.

0] Public Announcement, Prior to the Closing Time, the Company will not issue any press
release or other commnnication directly or indirecily and hold no press conferences with respect to the
Company or any of its Subsidiaries, the financial condition, results of operations, business properties,
sssets or linbilities of the Company or any of its Subsidlaries of the offering of the Securities, without the
prior congultation of the Representatives,

&) High Conservation Vaiue Forests. The Company wiil not, and wilf not pemit any
Subsidiary to, (i) use the proceeds of the Notes for any commercial activiiies (A) in any high conservation
value forssts within the meaning of the Forest Stewardship Council’s definition of such term (a “High
Conservation Yalue Forest”) or on any land that was cleared of High Conservation Value Forests within
5 years prior wniess such operstions are certified by a Forest Stewardship Council-accredited certification
body or have made substantial and demonstrable progress towards Forest Stewardship Council-accredited
certification ot (B) at sites that are otherwise protected by applicable law against such activities, or (ii)
engage in illegal logging, uncontrolled and/or illegal nse of fire, or violations of local laws.
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Section 4. Payment of Expenses.

(a) Expenses, Whether or not the transactions contemplated in this Agreement are
consummated or this Agreement is terminated, the Company will pay all expenses incident to the
performance of its obligations under this Agreement, including (i) the preparation, printing, delivery to
the Initial Purchasers and any filing of any preliminary offering memorandnmn, the Disclosure Package
and the Final Offering Memorandum (jnoluding financial statements and any schedules or exhibits and
any document incorporated therein by reference) and of each amendment or supplersent thereto or of any
Supplemental Offering Matetial, (ii) the preparation, printing and delivery to the Initial Purchasers of this
Agreement, any Agreement among Initial Purchasers, the Indenture and such other documents as may be
required in connection with the offering, purchase, sale, igsuance or delivery of the Securities, (jii) the
preparation, issuance and delivery of {he certificates for the Notes to the Initial Purchasers, including any
transfer taxes, any stamp or other duties payable upon the sale, issuance and delivery of the Securities to
the Initial Purchasers and any charges of DTC or other applicable clearing system in connection
therewith, (iv) the fees and disbursements of the Company's and any Subsidiary Guarantor’s counsel,
accountants, Pyry Forest Industry Ltd. and other advisors, (v) all reasonable out-of-pocket expenses
incurred: by the Initial Purchasers in comnection with this offering, which shall include trave] costs,
docurent productionn and other customary expenses for this type of transaction, including ihe fees and
disbursernents of the Initial Purchasers’ legal counsel, (vl) the qualification of the Notes iinder securities
laws in accordance with the provisions of Section 3(d) hereof, including filing fees and the reasonable
fees and disbursements of counsef for the Injtial Purchasers in connection therewith and in comnection
with the preparation of the Blue Sky Survey, any supplement thereto, {vii) the fees and expenses of the
Trustee and any paying agent, transfer agent, registrar or depositary and any security agent, including the
fees and disbursements of counsel for the Trustes, in connection with the issuance of the Secucities and
other transactions contemnplated under the Indenture and the Securities, (viii) the costs and expenses of the
Company rélating to investor presentations on any “road show™ undertaken in connection with the
marketing of the Securities including, without limitation, expenses associated with the production of road
show stides and graphics, fees and expenses of any consultants engaged in conneetion with the road show
presentations, fravel and lodging expenses of the representatives and officers of the Company and any
such consultents, and the cost of aircraft and other transportation chartered in connection with the road
show, (ix) all the fees, expenses and other costs incurted in connection with the application for the listing
of the Notes on the SGX-ST, (x) the fees and expenses incurred in connectior: with the appointment of
any agent for service of process under this Agreement, the Indenture and other agreements conternplated
herein or therein, (x1) all costs and expenses related to the preparation, filing and distribution of any
anpouncements related to the offering of the Notes, {(xif) any fees payeble in connection with the rating of
the Securities, and (xiii) all other costs and expenses incident to the performance of the obligations of the
Company and the Subsidiary Guarantors.

(b Reirsbursement. Without prejudice to subsection (c) below, the Company undertakes,
forthwith after a request by an Initial Purchaser, to reimburse such Initial Purchaser the amount of any
costs, charges, commissions, fees and expenses (including amounts in respect of VAT (or other similar
tax) properly chergeable thereon) payable by the Company under the other subsections of this Section 4
which such Inittal Purchaser may have properly paid ot reasonably incurred,

{c) Dedtction fram Proceeds, Bach Initial Purchaser may elect to dedusct an amount equal to
() the comumissions payable by the Company, and (ii) any such costs, charges, fees, and expenses
(including amounts im respect of VAT (or other similar tax) chargeable thereon), which the Company hag
agreed to pay, indemnify or hold such Initial Purchaser harmless against, or which failed to be reimbursed
by the Company, under or pursuant to this Agreement, from any payments to be made by such Initial
Purchaser to the Company under Section 2 hereof.
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(d) Reimbursement Obligation Survives, Reimbursement by the Company under subsections
(2) end (b) above shall be made subject to the terms of these subsections, in any event irrespective of
whether or not the offering of the offered Securities is completed.

(e) Payments Free of Taxes. All sums payable to the Initial Purchasers by the Company or
the Subsidiary Guarantors mder this Agreement shall be peid without set-off or counterclaim, and free
end clear of and without deduction or withholding for or on eecount of any present or future taxes, levies,
Imposts, duties, fees, assessments or other charges of whatever natuwre imposed by Canada, the British
Virgin Islands, the Cayman Islands, Barbados, the United States, the PRC and Hong Kong, or by any
depariment, agency or other political subdivision or taxing authority thereof, and all interest, penalties or
similar liabilities with respect thereto. If any such taxes are required by, law to be deéducted or withheld in
connectlon with such payments, the Compauy or the Subsidiary Guarantors, as the case may be, will
increase the amount to be paid so that the full amount due is received.

H Termination af Agreement. If this Agreement is terminated by the Representatives in
accordance with the provisions of Section 5 or Section 10(2)(i) hereof, the Company and the Subsidiary
Guarantars shall reimburse the Initial Purchasers for all of their out-of-pocket expenses, including the
reasonable fees and disbursements of counsel for the Initiat Purchasers. The Company and the Subsidiary
Guarantors shall not be responsible for reimbursing any defaulting Initial Purchaser as desciibed in
Section 11 hereof.

Section 5. Conditions of Initial Purchasers’ Obligations. The obligations of the Initial

Purchasers hereunder are subject to the accuracy of the representations and warranties of the Company
and the Subsidiary Guarantors contained in Section 1 hereof as of the date hereof and as of the Closing
Time, except for such representations and warrantics thet speak to a specific ime, in which case the
representation and warranty shall be accurate as of such specified time, or in certificates of any officer of
the Company or any of its Subsidiaries delivered pursnant to the provisions hereof, to the performance by
the Company and each of the Subsidiary Guarantors of its covenants and other obligations hereunder, sand
to the following further conditions:

()] Opinions of Counsel for Company and Subsidiary Guarantors. At the Closing Time, the
Representatives shall have received (i) the favorble opinions, dated as of the Closing Time, of (A) Aird
& Berlis LLP, counsel for the Company as to Canadian law, to the effect set forth in Exhibit A-1 hereto,
{B) Linklaters, counsel for the Company and certain Subsidiary Guarantors as to United States, Hong
Kong end English law, to the effect set forth in Exhibit A-2 hereto, (C) Appleby, counsel for the
Company and cettaln Subsidiary Guarantors as to the laws of the British Virgin Islands and Cayman
Islands, to the effect set forth in Exhibit A-3 hereof, in each case, in form and substance satisfactory to the
Representatives and (D) Chancery Chambers, counsel for the Company and certain Subsidiary Guarantors
as to the laws of Barbados, to the effect as set forth in Exhibit A-4 hereof; and (i) a signed copy of the
opinion, dated as of the Closing Time, of Jingtian & Gongcheng, counsel for the Company as to PRC law,
in form and substance satisfactory to the Representatives and to the effect set forth in Exhibit A-5 hereto,
and such opinion shall be addressed to the Compary for its sole relisnce and expressly consent to the
Company's delivering a copy of such opinion to the Representatives at the Closing Time, Such counsel
may also state that, insofar as such opinion invelves factual matters, they have relied, to the extent they
deem proper, upon the accuracy and truthfulness of the representations of the Company or the Subsidiary
Guarantors in Section 1 hereof or certificates of officers of the Company and its Subsidiaries and
certificates of public officials.

(b) Opinion of Counsel for Initial Purchasers. At the Closing Time, the Representatives
shall have recejved the favorable opinions, dated as of the Closing Time, of {i) Davis Polk & Werdwell
LLP, counsel for the Initie]l Purchasers as to United States law, to the sffect set forth in Exhibit A-6
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hereto, (i) Commerce & Finance Law Offices, commsel for the Initial Purchasers as to PRC law, to the
effect set forth in Exhibit A-7 hereto and (Jif) Stikeman Blliot LLP, eounsel for the Initial Purchasers as to
Canadian tax law. Such counsel may also state that, insofar as such opinion involves facteal matters, they
have relied, to the extent they deem proper, upon certificates of officers of the Company and its
Subsidiaries, upon the accuraey and truthfulness of the representations of the Company or the Subsidiary
Guarantors in Section | hereof or offfcers’ certificates delivered by or on behalf of the Company or the
Subsidiary Guarantors and certificates of public officials.

{c) Officers’ Certificate. At the Closing Time, there shail not have been, since the date
hereof or since the respective dates ag of whieh information is given in the Disclosure Package and the
Final Offering Memorandum (exclusive of any amendments or supplements thereto subsequent to the
date of thia Agreement), any material adverse change in the condition, financial or otherwise, or in the
earnings, business affairs or business prospects of the Company and its Subsidiaries considered as one
enterprise, whether ar not arising in the ordinary course of business, and the Represantatives shall have
received (i) from the Company a centificate of the Chief Executive Gfficer and the Chief Financial Officer
of the Company, datad as of the Closing Time, to the effect that (A) there has been no such material
adverse change, (B) the representaiions and wamanties made by the Company and each of the Subsidiary
Guarantor in Section } hereof are true and correct with the same force and effect as though expressly
made at and as of the Closing Time, and (C) the Company and each of the Subsidiary Guarantor has
complied with all agreements and satisfled all conditions on its part to be performed or satisfied at or pror
to the Closing Time in all material respects; (ii) from the Company a certificate of the Chief Exeoutive
Officer and the Chief Financial Officer of the Company, dated as of the Closing Time, to the effect set
forth in Exhibit B, and (iii) from each Subsidiary Guarantor a eertificata signed by an executive officer (ot
director where no officer is appointed) of such Subsidiary Guarantor, dated as of the Closing Time, to the
eifect that (A) the representations and wanranties made by such Subsidiary Guarantor in Section 1 hereof
are true and correct with the same force and effect as though expressly made at and as of the Closing
Tiroe, and (B} such Subsidiary Guarantor has complied with all agreements and satisfied all conditions on
its part to be performed ot satisfied at or prior to the Closing Time in all material respeots, -

(d) Accountants’ Comfort Letter. At the time of the execution of this Agreement, the
Representatives sheall bave received from Emst & Young LLP a letter dated such date, in form and
substance satisfactory to the Representatives, together with signed and reproduced copics of such letter
for each of the other Initial Purchasers, containing statements and infonmation of the type ordinarily
included in accountanits’ “comfort letters” to the nitial Purchasers with respect to the {inancial statements
" and cerfain financial infoumation ¢ontained in the Offering Memotandum.

{e) Bring-down Comgfort Letter, At the Closing Time, the Representatives shail have
received from Emst & Young LLP a letter, dated as of the Closing Time, to the effect that Ernst & Young
LL? reaffirms the statements made in the letter furnished pursuant to subsection (d) of this Section,
except that the specified date referred to shall be a date not more than five business days prior to the

Closing Time,

()] SGX-5T, The Company shall have obtained on or prior to the Closing Date approval in-
principle from the 3GX-ST for the Notes to be listed for a listing of up to US$600,000,000, and you are
satisfied that such listing will be granted shortly after the Closing Date.

(8  Maintenance of Rating. At the Closing Tiime, the Notes shall be rated at least “BB
(stable)” by Standard & Poors Ratings Services, at least “Ba2 (stable)” by Moody*s Investors Services,
Inc. and at least “BB+ (stable)” by Fitch Ratings Ltd., and the Company shall have delivered (o the
Representatives a letter dated the Closing Time, from each such rating agency, or other evidence
satisfactory to the Representatives, confirming that the Securities have such ratings. Since the date of this
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Agreement, there shall not have occurred a downgrading in the rating assigned to any of the Company’s
debt securities by any “nationally recognized statistical rating agency™, as that term is defined by the
Comimission for purposes of Rule 436(g)(2) under the 1933 Act, and. no such securities rating agency
shall heve publicly announced that it has under surveillance or review, with possible negative
implications, its rating of any of the Company’s debt securities.

(k)  Jndenture. At or prior to the Closing Time, each of the Company, the Subsidiary
Guarantors and the Trustee shall have executed and delivered the Indenture.

9] Security Documents. At or prior to the Closing Time, each of the Company, the
Subsidiary Guarantor Pledgors and the other parties to thie Security Documents shall have executed and
delivered each of the Security Documents o which they are a pacty.

() DTC. The Notes shall have been declared eligible for clearance and settlement through

DTG

) Appointment of Service of Process Agent. Law Debenture Corporate Services Inc, shall
have accepted, on or prior to the Closing Time, the appointment by the Company and the Subsidiary
Guarantors as provided in Section 17 ofthis Apreement and purstant to the terms of the Indenture.

{1 Subsidiary Guarantor Shareholder Approvel. Each Subsidiavy Guarantor shall have
provided to the Representatives, approvals from the shareholders of the Subsidiary Guarantor approving
the issuance by such Subsidiary Guarantor of its Subsidiary Guarantee.

{m)  Additional Documents. At the Closing Time, counsel for the Initial Purchasers shall have
been fumished with such documents and opinions as they may require for the purpose of enabling them to
pass upon the issuance and sele of the Securities as herein contemplated, or in order to evidence the
‘accuracy of any of the representations or warranties, or the fulfillment of any of the conditions, herein
contained; and all proceedings taken by the Company and each of the Subsidiary Guarantors in
connection with the issuance and sale of the Scevrities as herein contemplated shall be satisfactory in
form and substance to the Representatives and counsel for the Initial Purchasers.

(n) Terminatlon of Agreement. If any condition specified in this Section 5 shall not have
been fulfilled when and as required to be fulfilled, this Agreement may be terminated by the Initial
Purchasers by notice to the Company and the Subsidiary Guarantors at any time at or prior to the Closing
Tiine, and such termination shall be without liability of any party to any other party except as provided in
Section 4 and except that Section 1, Section 7, Sectlon 8, Section 9, Section 12, Section 16, Section 17,
Section 18, Section 20, Section 21 and Section 22 shail survive any such termination and remain in full
force and effect.

Section 6, Subsequent Offers and Resales of the Securities,

(a) Offer and Sale Procedures. Each of the Initial Purchasers, the Company and the
Subsidiary Guarantors hereby establishes and agrees to observe the following procedures in connection
with the offer and sale of the Securities:

{i) Offers and Sales. Offers and sales of the Securities shall be made only to such
persons and in such manner as is contempleted by the Offering Memorandum. Each Initial
Purchaser severally agrees that it will not offer, sell or deliver any of the Securities in any
Jjurisdiction outside fhe United States except under circumstances that will result in compliance
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with the applicable laws thereof and that it will take at its own expense whatever action is
required to permit its purchase and the resale of the Securities in such jurisdiction.

(i) No General Solicitation, No general solicitation or general advertising (within
the meaning of Rule 502{c) under the 1533 Act) will be used in the United States in connection
with the offering or sale of the Securities.

(i)  Subsequent Purchaser Notification. Bach Initial Purchaser severaily will take
reasonable steps to inform, and cause each of its U.S. Affiliates to take reascnable steps to
inform, persons acquiring Securities from such Initial Purchaser or its Affiliate, as the case may
e, in the United States that the Securities (A) have not been and will not be registered under the
1933 Act, (B) are being sold to them without registration under the 1933 Act in reliance on Rule
144A or in accordance with another exemption from registration under the 1933 Act, as the case
may be, and (C) may not be offered, sold or otierwise transferred except (1) to the Company or
one of its Subsidiaries, (2) outside the United States in accordance with Regulation § and in
accordance with the laws of the applicable jurisdiction, or (3) inside the United States in
accordance with (x) Rule 144A to a person whom the seller reasonably believes is a QIB that is
purchasing such Securities for its own account or for the account of a QIB to whom notice is
given that the offer, sale or transfer is being made in reliance on Rule 1444 or (y) pursuant to
another avaitable exemption from registration under the 1933 Act.

(iv)  Minimum Princinal Amount. No sale of the Notes to any one Subsequent
Purchaser will be for less than US$2,000 principal amount and no Note will be issued in a smaller
principal amount, If the Subsequent Purchaser is a non-bank fiduciary acting on behalf of others,
each person for whom it is acting must purchase at least US$2,000 principal amount of the Notes.

v} Transfer Restriction. The transfer restrictions and the other provisions set forth
in the Offering Memoranduin under the caption “Transfer Restrictions,” including the legend
required thereby, shall apply to the Securities.

®) Covenants of the Company and the Subsidiary Guarantors. The Company and each
Subsidiary Guarantor jointly and severally covenants with each Injtial Purchaser as follows:

) Integration. The Company and each Subsidiary Guarantor agrees that it will not
and will cause its Affiliates not to, directiy or indirectly, solicit any offer to buy, sell or meke any
offer or sale of, or otherwise negotlate in respect of, securities of the Company of any class if, as
a result of the doctrine of “integration” referred to in Rule 502 under the 1933 Act, such offer or
sale would render invalid (for the purpose of (A) the sale of the offered Securities by the
Company to the Initial Purchasers, (B) the resale of the offered Securities by- the Initial
Purchasers to Subsequent Purchasers or (C) the resale of the offered Securities by such
Subsequent Purchasers to others) the exemption from the registration requirements of the 1933
Act provided by Section 4(2) thereof or by Rule 144A or by Regulation S thereunder or
otherwise.

[65)] Rule [44A Information. During any period in which the Company is not subject
to Section 13 or 15(d) of the 1934 Act or exempt from reporting pursuant to Rule 12g3-2(b)
under-the 1934 Act, the Company will firnish, upon request, to each holder of the Notes, or aoy
perspective purchaser designated ty any such holder, information satisfying the requirements of
Rule 144A{d)(#)(1) under the 1933 Act so long as any such Notes are “restricted securities”
within the meaning of Rule 144A(d)(4X(i).
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(fiiy  Restriction on Repurchases. Uniil the expiration of one year after the Closing
Time, the Company will not, and will cause its Affiliates not to, resell any offered Securities
which are *‘restricted secutities™ (as such term is defined under Rule 144(a)(3) under the 1933
Act), whether as beneficial owner or otherwise (except as agent acting as a securities broker on
behalf of and for the account of customers in the ordinary course of business in unsolicited
broker's trapsactions).

(c) Qualified Institutional Buyer, Each Initial Purchaser severally hereby represents and
waitants to, and agress with, the Company and the Subsidiary Guarantors, thet it is a QIB and an
“accredited investor” within the meaning of Section 501(a) under the 1933 Act,

(d)  Resale Pursuant to Rule 903 of Regulation § or Rule 144A. Each Initial Purchaser
understands that the offered Securities have not been and will not be registered under the 1933 Act and
may not be offered or sold within the United States except pursuant o an exemption from, or in a
transaction a0t subject to, the registration requirements of the 1933 Act, Each Initial Purchaser severally
represents and agrees that it has not offered or sold, and wilt not offer or sell, any offered Securities
constituting part of its allotment within the United States except in accordance with Rule 903 of
Regulation 8 under the 1933 Act, Rule 144A under the 1933 Act or another applicable exemption from
the registration requirements of the 1933 Act. Accordingly, neither it nor its affiliates or any persons
acting on its or their behalf have engaged or will engage in any directed selling efforts with respect to the
offered Securities. “Terms used in this paragraph have the meanings given to them by Regulation S.

Section 7. Indemnification.

(a) Indemnificatlon of Initial Purchasers. The Company and each Subsidiary Guarantor,
Jjointly and severally, agrees to indemnify and hold hammless each Initial Purchaser, its affiliates, as such
tern is defined in Rule 501(b) under the 1933 Act (each, an “Afilliate"), its selling agents and each
person, if any, who controls any Initial Purchaser within the meaning of Section 15 of the 1933 Act or
Section 20 of the 1934 Act as follows:

(i against any and all loss, lability, claim, damage and expense whatsoever, as
incurred, arising out of any untrue statement or alleged untrue statement of a material fact
contzined in any preliminary offering memorandum, the Disclosuce Package, the Final Offering
Memorandum (or any amendment or swpplement thereta) or any Supplemental Offering
Materials, or the omission or alleged omission therefrom of a material fact necessary in order to
make the statements therein, in the light of the circumstances under which they were made, not
misleading;

)] against any and all loss, lability, claim, damage and expense whaisoever, as
incurred, to the extent of the agpgregate amount paid in settlement of any litigation, or eny
investigation or proceeding by any governmental agency or body, commenced or threatened, or
of any claimn whatsoever based upon any such untrue statement ar omission, or sny such alleged
untrue statement or omission; provided that (subject to Section 7{d) beiow) any such settlement is
effected with the written consent of the Company; and

(iif) against any and all expense whatsoever, as incutved (including the fess and
disbursements of counsel chosen by the Representetives), reasonably incurred in investigating,
preparing or defending against any litigation, or apy investigation or proceeding by any
governmental agency or body, commenced or threatened, or any claim whatsoever based upon
any such umtrue statement or omission, or any such alleged untrue statement or omission, to the
extent that any such expense is not paid under (i) or (i) above; provided, however, that this
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indemnity agresment shall not apply to any loss, liability, claim, damage or expense to the extent
arising out of any untrue stateinent or ornission or alleged untrue statement or omission wade in
reliance upon and in conformity with written information furnished fo the Company end the
Subsidiary Guarantors by eny Initial Purchaser through the Representatives expressly for use in
the Preliminary Offering Memorandum, the Disclosure Package, the Final Offering Memorandum
{or any amendment or supplement thereto) or in any Supplemental Offering Materials, it being
understpod and agreed that the only such information consists of the following information: (A)
the second full paragrapli on page iii in the Offering Memorandum; (B) the name of the Initial
Purchasers appearing in the first paregraph under the heading “Plan of Distribution” in the
Offering Memorandum; and (C) the two paragraphs under the subheading “Plan of Distribution—
Price Stabilization and Short Positions” in the Offering Memorandum,

(b)y  Indemnification of Company. Each Initial Purchaser severally agrees to indemmnify and
hold harmless the Company and each person, if any, who controls the Company within the meaning of
Section 15 of the 1933 Act or Section 20 of the 1934 Act against any and all loss, liability, claim, damage
and expense described in the indemnity contained in subsection (a) of this Section, as incurred, but only
with respect to untrue staterzents or omissions, or alleged untrue statements or omissions, made in any
preliminary offering memorandum, the Disclosure Packege, the Final Offering Memorandum or any
Supplemental Offering Materials in reliance npon and in conformity with written information furnished to
the Cormpany by any Initial Purchager through the Representatives expressly for use therein, it being
understood and agreed that only such information consists of the information described as such in
subsection (a) above.

(c) Actions against Parties; Notification. Each indemmified parly shall give notice as
promptly as reasonably practicable to each indemnifying party of any action commenced agatnst it in
respect of which indemnity may be sought hereunder, but failure to so notify an indemnifying party shall
not relieve such indemnifying party from any liability hereunder to the extent it is not materially
prejudiced as a result thereof and in any event shall not relisve it from any liability which it may have
otherwise than on account of this inderanity agreement. In the case of parties indemunified pursuant to
Section 7(a) above, counsel to the indemnified parties shall be selected by the Representatives and, in the
case of parties indemnified pursuant to Section 7(b) above, counsel to the indemnified parties shall ba
selected by the Company, An indemnifying party may participate at its own expense in the defense of
any such action; provided, however, that counsel to the indemmifying party shall not (except with the
consent of the indermified party) also be counsel to the indemnified parfy, In no event shall the
indemnifying parties be liable for fees and expenses of more than one counsel (in addition to any local
counsel) separate from their own counsel for all indemnified patties in connection with any one action or
separate but similar or related actions in the same jurisdiction arising out of the same general allegations
or eircumstances. Mo indemnifying party shall, without the prior written consent of the indemmified
parties, settle or compromise or consent to the entry of any judgment with respect fo any litigation, or any
investigation or proceeding by any goveminental agency or body, commenced or threatened, or any claim
whatsoever in respect of which indemnification or contribution could be sought under this Section 7 or
Section 8 hereof (whether or not the indemnified parties are actual or potential parties thereto), unless
such settlemment, compromise or consent (i) includes an unconditional release of each indemnified party
from all liability arising out of such litigation, investigation, proceeding or claim and (ii) does not include
a staternent as to or an admissior of frult, culpability or a filure to act by or on behalf of any indemnified

party.

(D) Settlement without Consent if Failure 1o Reimburse. If at any time an indemnified party

shall have requested an indemnifying party to reimburse the indemnified party for fees and expenses of

counsel, such indemnifying party agrees that it shall be lable for any settlement of the nafure
contemplated by Section 7{(a)(ii) effected without its written consent if (i) such settlement is entered into
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more than 45 days after receipt by such indemnifying party of the aforesaid request, (if) such
indemnifying party shall have received notics of the terms of such seftlement at least 30 days prior to such
settlement being entered into and (iii) such indemnifying party shall not have reimbursed such
indemnified party in accordance with such request prior to the date of such settlement.

Section 8. Contribution. If the indemnification provided for in Section 7 hereof is for any
reason unavailable to or insufficient to hold harmless an indemnified party in respect of any losses,
liabilities, claims, damages or expenses referred to therein, then each indernnifying party shall contribute
to the aggregate emount of such IOSSeS, liabilities, claims, damages and expenses imcurred by such
indemnified parly, as incurred, (a) in such proportion as is appropriate to reflect the relative benefits
received by the Carnpany and the Subsidiary Guarantors or the one hand and the Initial Purchagers on the
other hand from the offering of the Securities pursuant to this Agreement or (b) if the allocation provided
by clause (&) i3 not permitted by applicable law, in such proportion as is appropriate to reflect not only the
relative benefits referred to in clause (2) above but also the relative fault of the Company and the
Snbsidiary Guarantors on the one hand and of the Initial Purchasers on ihe other kand in connection with
the statements or omissions which resulted in such losses, liabilities, claims, damages or expanses, as well
as any other relevant equitable considerations.

The relative benefits received by the Company and the Subsidiary Guarantors on the one
hand and the Initial Purchasers on the other hand in connection with the offering of the Securities
pursnant o this Agreemnent shall be deemed to be in the same respective proportions as the total net
proceeds from the offering of the Secwrities pursuant to this Agreement (before deducting expenses)
received by the Company and the Subsidiary Guaranters and the tofal underwriting discount received by
the Initial Purchasers, bear to the aggregate initial offering price of the Securities.

The relative fauit of the Company and the Subsidiary Guainntors on the one hand and the
Initial Purchasers on the other hand shall be determined by reference to, among other things, whether any
such untrue or alleged untue staternent of a material fact or omission or alleged amission to state a
material fact relates to information supplied by the Company and the Subsidiary Guarantors or by the
Initial Purchasers and the parties’ relative intent, knowledge, access to information and opportunity to
correct or prevent such statement or omission

The Company, the Subsidiary Guarantors and the Initial Purchasers agree that it would
not be just and equitable if contribution pursuant to this Section were determined by pro rata (sven if the
initial Purchasers were freated as one entity for such purpose) allocation or by any other methoed of
allocation which does not taks account of the equitable considerations referred to above in this Section.
The aggregate amount of losses, liabilities, claims, damages and expenses incuired by an indemmified
party and referred to above in this Section shall be deemed to include any legal or other expenses
reasontably incurred by such indemnified party in investigating, preparing or defending against any
litigation, or any investigation or proceeding by any governmental agency or body, commenced or
threatened, or any claim whatsoever based upon any such untrue or alleged unirue statement or omission
or alleged omission.

Notwithstanding the pravisions of this Section, no Initial Purchaser shall be required to
contribute any amount in excess af the amount by which the total price at which the Securities purchased
and sold by it hereunder exceeds the amount of any damages which such Initial Purchaser has otherwise
been required to pay by reason of such wntrue or alleged untrue statement or omission or alleged
omission.
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No person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of
the 1933 Act) shall be entitled to contribution fiom any person who was not guilty of such fraudulent
misrepresentation.

For purposes of this Section, ¢ach person, if any, who controls an Initial Purchaser within
the meaning of Section 15 of the 1933 Act or Seciion 20 of the 1934 Act and each Inifial Purchaser's
Affiliates and selling agents shall have the same rights to contribution as such Initial Purchaser, and each

person, if any, who controls the Company and any of the Subsidiary Guarantors within the meaning of

Section 15 of the 1933 Act or Section 20 of the 1934 Act shali have the same rights to contribution as the
Company and such Subsidiary Guarantor. The Initia} Purchasers’ respective obligations to contribute
pursuant to this Section are several in proportion to the principal amnount of Securities set forth opposite
their respective names in Schedule A hereto and not joint.

Section 9. Representations. Warranties and Agreements to Survive, Al representations,

. warranties and agreernents contained in this Agreernent or in certificates of officers of the Company or its
Subsidiaries or any Subsidiary Guarantor submitted pursuant hereto shall remain operative and ir full
force and effect, regardless of (a) any investigation made by or on behalf of any Initial Purchaser or its
Affiliates or selling ngents, any person controlling any Initial Purchaser, its officers or directors or any

person controlling the Company or any Subsidiary Guarentor and (b) delivery of and payment for the '

Securities.

Section 10, Termination of Agreement.

fa) Termination; General, The Representatives may terminete this Agreement, by notice to
the Company and the Subsidiary Guarantors, at any time at or pzior to the Closing Time (i) if there hag
been, since the tiime of execution of this Agreement or since the date as of which irformation is given in
the Preliminary Offering Memorandum, the Disclosure Package or the Finsl Offering Memorandum
(exclusive of any amendments or supplements thereto subsequent to the daie of this Agreement), any
material adverse change in the condition, finaucial or otherwise, or in the earnings or business affairs or
business prospects of the Company and its Subsidiaries considered as one enterprise, whether or not
arising in the ordinary course of business, or (ii) if there has occurred any material adverse change in the
financial markets in the United States or the international financial markets, any outbregk of hostilities or
escalation thereof or other calamity or crisis or any change or development ivolving a prospective
change in national or intemational political, financial or economic conditions, in each case the effect of
which s such ss to make it, in the judgment of the Representatives, impracticable or inadvlsable to
market the Securities or to emforce contracts for the sale of the Securities, or (jii) if rading in any
securities of the Company has been snspended or materially limited by the Commission, any Canaedjan
provincial securities regulatory authority, the TSX, the Investroent Industry Regulatory Organization of
Canada, the Singapore Monetary Authority, the SGX-ST or the NASDAQ System, or if trading generally
on the TSX, the London Stock Exchange, the SGX-3T, the Hong Kong Stock Bxchange, the Awmerican
Stock Exchange or the New York Stock Exchange or in the NASDAQ System has been suspended or
materially limited, or minimum or maximum prices for trading have been fixed, or maximum ranges for
prices have been required, by any ofsaid exchanges or by such system or by order of the Commission, the
Financial Industry Regulatory Authority or any other governmental authority, or (iv) a materisl disruption
has occurred in commaercial banking or securities settiement or clearance services in Canada, the United
States, Japan, the United Kingdom, Hong Kong, PRC, Sirgapore or with respect to Clearstream Banlk,
société anonyme and Buroclear Bank 5,A./N.V,, as operator of the Enroclear System, ov (v) if a banking
moratorium has been declared by any Canadian, United States Federal or New York State, Japan, United
Kingdom, European Central Bank, Hong Kong, PRC or Singapore authorities,
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(v)  Licbllities, If this Agreement is terminated pursuant to this Section, such termination
shall be without liability of any party to any other party except as provided in Section 4 hereof, and
provided firther that Section 1, Section 7, Section 8, Section 9, Section 12, Section 16, Section 17,
Section I8, Sectiorx 20, Section 21 and Section 22 shall survive such terinination and remein in fall force
and effect,

Section 11. Default by One or More of the Initial Purchasers. If one or more of the Initial
Purchasers shall fail at the Closing Time to purchase the Securities which it or they are obligated to
purchase under this Apreement (the “Defauited Securities”), the Representatives shall have the right,
within 24 hours thereafter, to make arrangements for one or more of the non-defanlting Initial Purchasers,
or any other initfal purchasers, to purchase all, but not less than all, of the Defaulted Securities in such
amounts as may be ‘agreed upon and upon the terms herein set forth; if, however, the Representatives shall
not have completed such arrangements within such 24-hour period, then:

(a) if the number of Defaulted Securities does not exceed 10% of the aggregate
principal arnount of the Securities to be purchased hereunder, each of the non-defaulting Initial
Purchasers shall be obligated, severally and not jointly, to purchase the full amount thereof in the
proportions that their respective underwriting obligations hereunder bear to the underwriting
obligations of all non-defaulting Initial Purchasers, or

()] if the number of Defaulted Securities exceeds 10% of the aggregate principal
amount of the Securities to be purchased hereunder, this Agreement shall terminate without
liability on the part of any non-defaulting Initial Purchaser.

No action taken pursuant to this Section shall relieve any defaunlting Initial Purchaser from
liability in respect of its defanlt,

In the event of any such default which does not result in a termination of this Agreement, cither
the Representatives or the Company shall have the right to postpone the Closing Time for a period not
exceeding seven days in order to effect any required changes in the Offering Memorandum or in any
other documents or arrangements, As used herein, the term “Initial Purchaser” includes any person
substituted for an Initial Purchaser under this Section,

Section 12, Notices, All notices and other communications hereunder shall be in wiiting and
shall he deemed to have been duly given if mailed or tunsmitted by any standard form of
telecommunication. Notices to the Initial Purchasers shall be directed to each of BAML at One Bryant
Park, New York, INY, 10036, United States and Credit Suisse at Eleven Madison Avenue, New York,
New York 10010, United States, Facsimile; {(212) 325-4296, Attention: LCD-IBD, with a simultaneous
copy to: Davis Polk & Wardwell LLP at 18/F Hong Kong Club Building, 3A Chater Road, Hong Kong,
Facsimile: (852) 2533-3388, Attention: William Barron; and notices to the Company or any Subsidiary
Guarantor shall be directed to it at Sino-Forest Corporation, 90 Bumhbamthorpe Road West, Suite 1208,
Mississauga, Ontario, Canada, L5B 3C3, Facsimile: (852) 2877-0125, Attention: Allen T. Y, Chan.

Section 13.  No Advisory or Fiduciary Relationship, The Company and each Subsidiary

Guarantor named herein acknowledges and agrees that (a) the purchase and sale of the Securities pursuant
to this Agreement, including the deterrnination of the offering price of the Securities and any related
discounts and comanissions, is an arm’s-length commercial transaction between the Company and the
Subsidiary Guarantors, on the one hand, and the several Initial Purchagers, on the other hand, (b) in
connection with the offering contemplated kereby and the process leading to such transaction each Initial
Purchaser is and has been acting solely as a principal end is not the agent or fiduciary of the Company or
any Subsidiary Guarantor, or its shareholders, creditors, employees or any other party, () no Imitfal
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Purchaser has assumed and will assume an advisory or fiduciary responsibility in faver of the Company
or any Subsidiary Guarantor with respect to the offering contemplated hereby or the process leading
thereto (irrespective of whether such Initial Purchaser has advised or is cunvently advising the Company
or any Subsidiary Guarantor on other matters) and no Initial Purchaser has any obligetion to the Company
or any Subsidiary Guarantor with respect to the offering contemplated hereby except the obligations
expressly set forth in this Agreement, (d) the Initial Purchasers and their respective Affiliates may be
engaged In a broad range of iransactions that involve inferests that differ from those of each of the
Compauy and the Snbsidiary Guarantors, and (¢) the Initial Purchasers have not provided any lepal,
accounting, regolatory or tax advice with respect to the offering contemplated hereby and the Company
and the Subsidiary Guarantors have consulted their own legal accounting, regulatory and tax advisors to
the extent they have deemed appropriate.

Section 14. Integration. This Agreement supersedes all prior agreements and understandings
(whether written or oral) among the Company, the Subsidiary Guarantors and the Initial Purchasers, or
any of them, with respect to the subject matter hereof.

Section 15, Parties. This Agreement shall inure to the benefit of and be binding upon the

Initial Purchasers and the Company, the Subsidiary Guarantors end their respective successors. Nothing
expressed or mentioned in this Agreement is intended or shall be cénstrued to give any person, finm or
corporation, other than the Initial Purchasers, the Company, the Subsidiery Guarantors and their
respective successors and the controlling persons and officers and directors referred to in Section 7 and
Section 8 and their xeirs and legal representatives, any legal or equitable right, remedy or claim under or
in respect of this Agyreement or any provision herein contained, This Agreement and all conditions and
provisions hereof are intended to be for the sole and exclusive benefit of the Initial Purchasers, the
Company, the Subsidiary Guarantors and their respeciive successors, and said controlling persons and
officers and directors and their heirs and legal representatives, and for the benefit of no other person, firm
or corporation. No purchaser of Securities from any Initial Purchaser shall be deemed te be a successor
by reason merely of such purchase,

Section 16. GOVERNING LAW, THIS AGREEMENT, AND ANY CLAIM,
CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED TO THIS AGREEMENT, SHALL
BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF
NEW YORK.

Section 17. Submission to Jurisdiction; Appointment of Agent for Service: Waiver of

Immunity, (a) Bach of the Company and the Subsidiary Guarantors lrevocably submits to the non-
exclusive jurisdiction of any New York State or United States Federal court sitting in the Borough of
Manhattan, The City of New York (a “New York Court”) over any suit, action or proceeding arising out
of or relating to this Agreement, the Disclosure Package, the Final Offering Meimorandum or the offering
of the Securities. Each of the Company and. the Subsidiary Guarantors irrevocably waives, to the fullest
extent pennitted by law, any objection which it may now or hereafter have to the laying of venue of any
such suit, action or proceeding brought in such a court end any claim that any such suit, action or
proceeding brought in such a court has been brought in an inconvenient forum,

(b) Each of the Company and the Subsidiary Guerantors hereby irrevocably appoints Law
Debenture Corporate Services Inc., with offices at 400 Madison Avenue, 4" Floor, New York, NY 10017,
United States, as its agent for service of process in amy suit, action or procee.dmg described in the
preceding paragraph and agrees that service of process in any such suit, action or proceeding may be
made upon it at the office of such agent. Bach of the Company and the Subsidiary Guarantors waives, to
the fullest extent permitted by law, any other requirements of or objections to personal jurisdiction with
respect thereto. Each of the Corpany and the Subsidiary Guarantors represents and warrants that such
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agent has agreed to act as the Company’s or snch Subsidiary Guarantor's agent for service of process, as
the case may be, and each of the Company and the Subsidiary Guarantors agrees fo take any and all
action, including the filing of any and all documents and instruments, that may be necessary t0 continue
such appointment in full force and effect.

(c) To the extent that the Company, the Conipany’s Subsidiaries or any of the Company’s or
its Subsidiaries® respective properties, assets or revenues may have or may hereafter become eutitled fo,
or have aftributed to it, any right of immunity, on the grounds of sovéreignty or otherwise, from any legal
action, suit or procecding, from the giving of any relief in any such legal action, suit or proceeding, from
set-off or counterclaim, from the competent jurisdiction of any cowrt, from service of process, from

attaclunent upon or prior to judgrnent, from attacihunent in aid of execution of judgment, or front exgeution,

of judgment, or other legal process or proceeding for the giving of any relief or for the enforcement of any
judgment, in any competent juisdiction in which proceedings may at any time be commenced, with
respect io its obligations, liabilities or any otber matter under or arising out of or in connection with this
Agreement and the transactions contemplated hereby, the Company and each of the Subsidiary
Guarantors hereby irrevocably and unconditionally waives, and agrees not fo plead or claim, and procures
to so waive and not to please or claim, to the fullest extent permitted by law, any such immunity and
consent to such relief and enforcement.

Section 18. Judgment Currency, If for the purposes of obtaining judgment in any court it is
necessary to convert a sum due hereunder into any currcacy other than United States dollars, the parties
hereto agree, to the fullest extent pennitted by law, that the rate of exchange used shall be the rate at
which in accordance with normal banking procedures an Initia] Puvchaser could purchase United States
dollars with such other currency in The City of New York on the business day immediately preceding that
on which final judgment is given, The obligation of the Company or any Subsidiary Guarantor with
respect to any sum due from it to any Initial Purchaser or any person controlling such Initial Purchaser
shall, notwithstanding any judgment in a curency other than United States dollars, not be discharged until
the first business day following receipt by such Initial Purchaser or confrofling person of any sum in such
other cwrency, and only to the extent that such Initial Purchaser or controlling person may in accordance
with normal bankiag procednres purchase United States dollars with such other currency. If the United
States dollars so purchased are less than the sum originally due to such Initial Purchaser or controlling

person hereunder, each of the Company and the Subsidiary Guarantors agrees, jointly and severslly, asa-

separate obligation aud notwithstanding any such judgment, to indemnify such Imitial Purchaser or
controlling person against snch loss, If the United States dollars so purchased are greater than the sum
originally due to any Initial Purchaser or controlling person hereunder, such Tnitial Purchaser or
confrolling person agrees to pay to the Company or the relevant Subsidiary Guarantor, as applicable, an
amount equal to the excess of the dollars so purchased over the sum originally due to such Initial
Purchaser or controlling person hereunder. '

Section 19, TIME, TIME SHALL BE OF THE ESSENCE OF THIS AGREEMENT.
EXCEPT AS OTHERWISE SET FORTH HEREIN, SPECIFIED TIMES OF DAY REFER TO NEW
YORK CITY TIME,

Section 20, Counterparts, This Agreement may be executed in any number of counterparts,
each of which shall be deemed ta be an odginal, but all such counterparts shall together constitute one
and the same Agreeinent,

Section 21. Effect of Headings. The Section headings herein are for convenlence only and
shall not affect the construction hereof. .
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Section 22, Severability. In case any provision contained in this Agreement should be
invelid, illegal or unenforceable in any respect, the validity, legality and enforceability of the remaining
provisions contained herein shall not in any way be affected or impaired thereby.

[INTENTIONALLY LEFT BLANK BELOW)
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CONFIRMED AND ACCEPTED,
as of the date first above written:

BANC OWWLC
By: / |
Name: Williqm R, Pegler, J7.

Titie: Dire¢ Yor

CREDIT SUISSE SECURITIES (USA) LLC

By:

MName:
Title:

For themselves and ag Representatives of the
Inittal Purchasers named in Schedule A hereto

Signeture Page to Purchase A greement

(HK) 02824/183/PURCHASE.AGT/EBucilyplur.PA doc



CONFIRMED AND ACCEPTED,
as of the date first above written:

BANC OF AMERICA SECURITIES LLC

By

Narne:
Title;

CREDIT SUISSE SECURITIES (USA) LLC

Nla{u‘e:/ LeiaA N ucu'\uw"
Title: leector

For themselves and as Representatlves of the
[nitial Purchasers named in Schedula A hereto

Signalure Pege 1o Purchete Apraemant

(HK) 028260 8 PURCHASE AGT/Epesdypiur PA.Sop
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SCHEPULE A

Naine of Initial Purchaser

Bane of Ametica Securities LLC bervert s e s

Credit Suisse Securities (USA)Y LLC oo eiesesisrs rerimeesser

Sch A-l
{HK)02826/183PURCHASE A GT/Euclyprus.PA.dos

Priuc:ipal
Armount of
Securities

US$300,000,000
US$300,000,000

U58600,000,000
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SCHEDULE B

. Sino-Forest Corporation
US$AD0,000,000 6Y4%% Guaranteed Senior Notes dus 2017

1. The initial public offering price of the Nofes shall be 100% of the principal amount
thereof, plus accrued intersst, if any, from the date of issuance,

2. The purchase price fo be paid by the Initial Purchasers for the Notes shall be $8.0% of the
principal amount thereof,

3. The interest rate on the Notes shall be £.25% per annum.

Sch B-1
(1K) 028267183/ PURCHAS EAGT/Bucalyptus PA doe
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SCHEDULE C
Pricing Supplement

[artaclied separarely]

Sch C-1
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FRICING SUPPLEMENT ) STRICTLY CONFIDENTIAL

US$6006,000,000
Sino-Forest Corporafion

6.25% Guaranteed Senior Notes due 2017
October 14,2010

This Pricin g Supplement is qualified in its entirety by reference to the Preliminary
Offering Memorandum dated OCctober 11, 2010 {the “Preliminary Cffering
Memorandum™), The information in this Pricing Supplement supplements the
Preliminary Offering Memorandun and supersedes the information in the Preliminary
Offering Memorandum to the extent inconsistent with the information in the Preliminary
Offering Memorandum., Capitalized terms used in this Pricing Supplement but not
defined hawve the meanings given to them in the Preliminary Offering Memorandum,

The Notes have not been registered under the Securities Aot of 1933, as amended (the
“Securities Act”), and ave being offered only fo qualified institutional buyers pursuant fo
Rile 1444 under the Securities Act and outside the United States fo non-U.S. persons in
accordance with Regulation S under the Securities Act,

Issuer: Sino-Forest Corporation (the “Company™)
Title of the Sceurities: 6.25% Guaranteed Senior Motes due 2017 (the “Notes™)
Principal Amount: U8$600,000,000, which amount represernts an increase of

$100,000,000 from the aggregate principal amount under the
Preliminacy Offering Memorandum

Gross Proeeeds: U8$600,000,000
Net Proceeds: US$586,000,000
Maturity Date: October 21, 2017
Issue Price: 100%
Coupon: 6.25%
Yield to Maturity: 6.25%

Interest Payment Dates:  April 21 and October 21 of each year, beginning April 21,
2011 .

1

(HK) 02826/1 8} PURCHAS EAGT/Eucaiyptus_Pricing Supplementdoe
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This Pricing Supplement is gualified in ils entively by reference to the Prefiminary Qffering
Memorandum dated Oclober 11, 2010

Trade Date: QOctober 14, 2010
Issue Pates ; Qctober 21, 2010
Settfement Date: Qctober 21, 2010 (T+35 business days)}

We expect that delivery of the Notes will be made to
investors on or about October 21, 2010, which will be the
fifth business day following the date of this offering
mermorandum (such settlement being referred to as “T+5™).
Under Rule 15¢6-1 under the Exchange Act, trades in the
secondary markel are required ta setile in three business
days, unless the parties to any sueh trade expressly agree
otherwise. Accordingly, purchasers who wish to trade Notes
prior to the delivery of the.notes hereunder will be required,
by virtue of the fact that the notes initially settle in T+5, to
specify an alternate settlement arrangement at the time of
any such trade to prevent a fatled settlement. Purchasers of
the Notes who wish to trade the Notes ptior to their date of
delivery hereunder should consult their advisors.

Distributiom: 144A and Regulation S without registration rights
Listing: Singapore Exchange Securities Trading Limited
Initial Purchasers: Banc of America Securities LLC

Credit Suisse Securities (USA) LLC

Trustee: Law Debenture Trust Company of New York

Optional Redemption:  Prior to October 21, 2014, the Company may redeem the
) : Notes, in whole but not in part, at a price equal to [00% of
the prinicipal amount of the Notes redeemed plus any accrued
and unpaid interest and the Applicable Premium,

On and after Qctober 21, 2014, the Company may redeem all
or a part of the Notes, at the redemption prices (expressed as
pereentages of principal amount) set forth below plus
accrued and unpaid interest and additional interest, if any,
thereon, to the applicable redemption date, if redeemed
during the twelve-month period beginning on1 October 21 of
the years indicated below:

Year Redemption

2

{HK) 02826/ 183 DIRCHASE AGT/Euealyptus_Pricing Supplementdoe

891



This Pricing Supplement is qualified in its entirety by reference fo the Preliminary Offering
Memorandum dated October i1, 2010

Price
2014, , 103.125%
2015,..... o 101.563%
2016 and theretfler . isenssmacccmssasseensssrmssssmanrens 100.000%

Optional Redemption Before October 21, 2013, the Company may redeermn up to

upon Qualified Equity  35% of the principal amount of the Notes with the Net Cash

Offerings; Proceeds of one or more sales of itg Cormmon Stock in an

: """ Equity Offéiing at a redemption priceof 106:250% of the

principal amount of the Notes, plus accrued and urpaid
interest, if any, to the redemption date; provided that at least
65% of the aggregate principal amount of the Notes
originally issued on the Original Jasue Date remains
outstanding after each such redemption and any such
redemption takes place within 60 days after the closing of
the related sale of Capital Stock.

CUSIP ane ISIN 1444 Note; Reg S Note:

Numbers: CUSIPr: 8293412 AF8 CUSIP: 82934H AG6
ISIN: USB2934HAFS82 ISIN: US82934HAGES

Denominations: US$2,000 and higher integral multiples of 1J3$1,000

Other informaiion (including financiai information) presented in the Preliminary
Oifering Memorandum is deemed to have changed to the extent ajfected by the
changes described herein,

This material is confidential and is for your informatfon only and is not latended to
be used by anyone cther than you. ‘This information does not purport te be a
complete description of these Notes or fthe offering. Please refer to the Preliminary
Offering Memorandum for a complete description,

Any disclaimers or other notices that may appear below are ot applicable to this
communieation and should be disregarded. Such disclaimers or other nofices were
autoniatically generated as a result of this communication being sent via Bloomberg
email or another communication system,

3
(HK) 028261 83/PURCRASE AG T/ Bucolypaus,_Priciing Supploment.dos
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20.
2L
22,
23.

NRBRR

29.
30.
3l
32.
33.
34,
3s5.
36.

SCHEDULE D-1
LIST OF THE SUBSIDIARY GUARANTORS

Sino-Panel Holdings Limited (BVI}

Sino-Fanel (Asia) Inc. (BVI)

Sino-Penel (Gaoyao) Lid. (BVI)

SFR {China) Inc. (BV1)

Sino-Wood Partners, Limited (11.K.)

Sino-Forest Resources Ing, (BVI)

Suri-Wood Inc. (BVI)

Sino-Plantation Limited (HL.X.)

Sino-Wood (Guangxd} Limited (H.K.)

Sino-Wood (Jiangx?) Limited (H.K.)

Sino-Wood (Guengdong) Limited (H.X.)

Sino-Global Holdings Inc. (BVI)

Sinowin Investments Limited (BVI)

Sino-Panel MMorth East China) Limited (BVID)

Sino-Panel {Hunan] Limited (BVY) (formerly known as Comtech Universal Limited)
Sino-Pauel [Xiangxi] Limited (BVY) (forrperly known es Rich Base Worldwide Limited)
Sino-Forest Bio-Science Limited (BV]) (formerly known es Sino-Two Limited)
Sino-Panel (Guaugzhou) Limited (BVI)

Sino-Panel [Suzhou] Limited (BV]) (formexly known as Pacific Harvest Holdings
Limited) -~

Sine-Panel (Yunnan} Limited (BVD

Sine-Panel (Guangxi) Limited (BV1)

Sino-Pans! (Guizhou) Limited (BVD

Sino-Panel (Qinzhou) Limited (BVI) (formerly known as Sino-Panel (Jiayu) Ltd.)
Sino-Panel (Shaoyeng) Limited (BVI) '
Sino-Panel (Yongzhou) Limited (BVI)

Sino-Panel (Fujian) Limited (BVI)

Grandewr Winway Ltd, (BVI)

Sinowood Limited (Cayman Islands)

Sino-Forest Investments Limited (BVT)

Sino-Wood (Fujian) Limited (HK)

Sino-Panel (North Ses) Limited BV}

Sino-Panel (Huaihua) Limited (BVI)

Ampletnax Worldwide Limited (BV])

Ace Supreme International Limited (BVI)

Expicss Point Holdings Limited (BVI)

Glory Billlon Istemational Limited (BVI)

Sch D-1-1

{HIK) 012826/ BIPURCHASL AGT/Eucalyplus. PA.doc
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37
38,
39,
40,
4L,
42,
43,

45,
46,
47,
48,
49,
50,
51,
52,
23
54,
55.
56.
ST
58,
59.

Smart Sure Bnterprises Limited (BVI)
Expert Bonus Investment Limited (BVI)
Dynamic Profit Holdings Limited (BVI)
Aliance Max Limited (BVI)

Brain Foree Limited (BVI)

Cheer Gold Worldwide Limited (BVI)
Generel Excel Limited {BVI)

Harvest Wonder Worldwide Limited (BVI)
Homix Limited (BVI)

Mega Harvest Internatiopal Limited (BVI)
Poly Market Limited (BVI)

Prime Kinetic Limited (BVI)

Regal Win Capitzl Limited (BVI)

Rieh Choice Worldwide Limited (BVT)
Sino-Forest International (Barbados) Corporation (Barbados)
Sino-Global Management Consulting Ine, (BVD)
Sino-Papel (China) Nwsery Limited (BV1)
Sino-Panel (Russia) Limited (BVI)
Sino-Wood Trading Limited (BVI)
Sino-Panel Trading Limited (BVI)

Trillion Edge Lirited (BVI)

Value Quest International Limited (BVI)
Well Keen Worldwide Limited (BVI)

SchD-1-2
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16.
17,
18.

19,

20,

21.
22.
23.
4.

SCHEDULE D-2
LIST OF THE SUBSIDIARJES

Sino-Forest (Guangzhou) Co., Ltd, (X 4kl { 7-M ) BIRAR) (PRC)

Sino-Forest (Heyuan) Co., Ltd. Rkl (7R ) HRAF) PRC)

Siro-Forest (China) Investments Limited (B3t ( fE ) #EEHFBLAR) (PRC)
Sin o-Forest (Suzhou) Ttading Co., Ltd. (BNl ( 77N ) R BERLF) (PRC)
Jiafeng Wood (Suzhou) Co., Ltd, (FEARWL ( 7HM ) FEAF) (PRC)

Jiangxi Jiachang Forestry Development Co., Ltd. (L E 3% Al KR FRA T) (PRC)
Guangxi Guijia Forestry Co., Ltd. (/BN ML B4R (PRC)

Gaoyao Jiayao Forestry Development Co,, L. (S EX/EH il £ B HARA ) (PRO)
Zhangzhou Jiamin Forestry Development Co.: Lid. (FEM @kl & RA R4 J) (PRC)
Sinowin Plantings (Suzhou) Co,, Ltd. (EIUATERER (M ) HRLA) PRC)
Sino-Maple (Shanghai) Trading Co., Ltd. GEIXPE ( LR ) RHHMLR) (PRC)
Sino-Maple (Shanghai) Co, Ltd, (IEFER ( LiE ) BREFRLT) (PRC)
Sino-Panel (China) Investments Limited (FOXAR M ( B ) A B F) (PRO)
Sino-Panel (Fujian) Co., Ltd. (B4R ( 1522 ) HRAF) ERC)

- Guangdong Jiayao Wood Products Development Co., Ltd, " RERRARUEZREHRAR)

(PRC)
Heilongjiang Jiamu Panel Co., Ltd. (BRI HBRLE RAT) (PRC)

Hunan Jayu Wood Products Co., Lid. (MR ARl & R4 F) (PRC)
Xiangxi Autonomous State Jiaxi Forestry Development Co., Ltd. (REH BAM EE2HL
EBRHBRDTF) (PRC)

Hunsn Jiayu Wood Products (Hongjiang) Co., Ltd, CHIEER# AL ( HiTH ) FRAT)
{PRC) (* This PRC Subsidiary is in the process of deregisiration.)

Zhangjiagang Free Trade Zone Jisshen Intemational Trading Co,, Ltd, GKRBEHEE
HE TR AFRLT) (PRO)

Shao yang Jiading Wood Products Co., Ltd, (BRRBZE &A1 4 B4 7) (PRC)
Sino-Panel (Gengma) Co., Ltd. (BN { BLD ) FR4NF) (PRC)

Sino-Panel (Guangxi) Development Co., Ltd. (FER4RL. ( 78 ) ZRERLE]) (PRC)
Sino-Panel (Luzhai) Co., Ltd. (BERAR AL ( &R ) FRAT) (PRC)

3ch D-2-1
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25,
26,
27,

28.
29.
30.
31
32.
33
34,
3s.
386,
37.
38.
39.
40,

41.
42,

43,

45,

41,
48,
49,
50,
51,

896

Sino-Panel (Sanjiang) Co., Ltd. (B3R ( =T ) HFRAF]) (PRC)
Sino-Panel (Beibai) Development Co., Lid. (B0 (. Ab# ) XBHIR4F) (PRC)

Hunan Jiayz Wood Products (Zhijiang) Co., Ltd. B SRl ( 15T ) HRLAT)
{(FRC)
Sino-Panel (Jianghua) Co., Ltd, (FER4RAL ( 314 ) HERATF) (PRC)

SIno-Panel (Yuarling) Co., Ltd. (FSRARW. ( bk ) FIRAT) (PRC)

Sino-Panel (Guangzhou) Trading Co., Ltd, (B4R ( M ) B FHELR) (PRC)
Sino-Biotechnology (Guangzhou) Co,, Ltd. ( FETREFDH(~MHRL A ) (PRC)
Sino-Panel (Hezhou) Co,, Ltd. ( FXRLEE M)yERLT ) (PRC)

Sino-Panel (Yunnan) Trading Co., Ltd. ( ENRM(ESHHRETRLT ) (PRC)
Sino-Penel (Heilongjiang) Trading Co., Lid. (FRARIL(RET)H S ERAT ) (PRC)
Jiangxi Jiawei Panel Co., Ltd, (GL R Z #4145 R/ F) (PRC)

Suzhou City Lvyon Garden Engineering Co., Ltd. (38 F &S EH TRERAL ) (PRC)
Beihai Chungqing Wooden Co., Ltd, ({16#% & R lLE BRAF) (PRC)

Sugjan Jiashu Plantings Co,, Ltd, FEEHEMRERE AERA ) (PRC)

Sino-Wood (Heyuan) Co., Ltd, (FELARkGRIR)ERLF]) (PRC)

Sine-Global (Guangzhou) Forestry Management Consulting Jac, (383X (/" M)Mﬂlﬁﬁ
ARSI F) (PRC)

Sino-Panel (Guangzhov) Nutsery Co., Limited. (FR 48U ’}H)EE’EF‘EQ'EJ) (PRC)
Sing-Panel (Hunan) Forest Meanagement Co., Ltd. (ERRLGHRNENRERELF)

(PRC) .
Sino-Panel (Beihai) Wood Products Co., Ltd, (B4R (AL A4 BRA F) (PRC)

Sino-Pane] (Hunan) Development Co., Lid, (ﬁ-iﬁﬁﬂf!(ﬁﬁﬂfﬁ)ﬁi]ﬁﬁ BR2)A]) (PRC)
Heilongjiang fialin Trading Co., Ltd. (B ETHBRH B FEAT) (PRC)

Guangzhou Pangyu Dacheng Wood Co., Ltd, (/M HEHR ARA LT R F) (PRC)
Jiangsu Dayang Wood Co., Ltd, GLHXHALAFR A F) (PRC)

Anging Mandra Forestry Limited (2K & Bl B8R4 F) (PRC)

Xuancheng Mandra Forestry Limited (B3 8 BA L F R 2 /) (PRC)

Wula Mandra Forestry Litnited GEH 2 B#H L ERAED PRC)

Mandra Forestry (Jiangxi) Limited (Z Bl $IF)E R2F) (PRC)

Sch D-2-2
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32.
53b
54.

55.
56.
57.
58,
59,
60,
6l.
62.
63,
64,
65,
66.
67.
68.
65.
10,
71
72.
73.
74,
73,
76.

78,
9.
80.
81,
82,
83.
84.
83.
86,
87.
38.
89.
90.

Yilwang Mandra Forestry Limited (B 3 S Bk FREAT) (PRO)
Huanggang Mandra Porestry Limited (¥R 2@ #15H/A 7)) (PRO)

Zixi Mandra Forestry Limited (%% S #lATRLR) (PRC) (*This PRC Subsidiary
is a Sino-foreign equity joint venture company)

Dynamic Profit Holdings Limited (BVY)
Grandeur Winway Limited(BVI)

SFR {China) Inc. (BVI)

Sine-Capital Global Inc. (BVI)
Sino-Forest Investments Limited (BYI)
Sino-Forest Bio-Seience Limited (BVI)
Sino-Forest Resources In¢. (BVI)
Sine-Global Holdings Inc. (BVI)
Sino-Pane] (Asia) Ine, (BVI)
Sino-Panel (Fujian) Limited (BVI)
Sino-Panel (Gaoyao) Lid, (BVI)
Sino-Panel (Guangxi) Limited (BV1)
Sino-Panef (Guangzhou) Limited (BVI)
Sina-Panel (Guizhou) Limited (BVI)
Sino-Panel Holdings Limited (BVI)
Sino-Panel (Huaihua) Limited (BVI)
Sino-Panel {Hunan] Limited (BVI)

Sino-Panel (North Bast China) Limited (BVI)

Sino-Panel (North Sea) Limited (BVI)
Sino-Panel (Qinzhou) Limited (BVI)
Sino-Panel (Shaoyang) Litnited (BVI)
Sino-Panel [Suzhou] Limited (BVI)
Sino-Panel [Xiangxi] Limited (BVI)
Sing-Panel (Yongzhou) Limited (BVI)
Sino-Panel (Yunnan) Limited (BVI)
Sinowin Investments Limited (BVI)
Suri-Wood Inc. (BVD

Amnpiemax Worldwide Limited (BVI)
Glory Billion International Limited (BVI)
Smart Sure Enterprises Lirnited (BVI)
Expert Bonus Investment Limited (BVI)
Ace Supreme International Limited (BVI)
Express Point Holdings Limited (BVI)
Sino-Wood (Jiangxi) Limited (HK)
Sino-Wood (Guangdong) Limited (HK)
Sino-Wood (Fujian) Limited (FX)

Sch D-2-3
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9L
92.
93.
G4,
9s.
96.
97.
<98,
99.

100,
101,
102,
103.
104,
105.
106.
107.
108.
108.
114.
1H.
112,
113,
114,
I15.
116.
117,
118,
119,
120,
121,

Sinc-Wood Partners, Limited (HK)
Sino-Plantation Limited (HK)

Sino-Wood (Guangxi) Limited (HK)
Sinowoed Limifed (Cayman Islands)
Omincorp Limited (Bermmada)

Greenheart Resources Holdings Limited (BVI)
Silver Mount Group Limited (BV)
Mandra Forestry Holdings Limited (BVI)
Mandra Forestry Finance Limited (BVI)
Mandra Foresiry Anhui Limited (BVI1)
Mandra Forestry Hubei Limited (HK)
Alliance Max Limited (BVI)

Brain Force Limited (BVI)

Cheer Gold Wosldwide Limited (BVT)
General Excel Limited (BVI)

Harvest Wonder Worldwide Limited (BV1)
Homix Limited (BV1)

Mega Harvest International Limited (BVI)
Poly Market Limited (BVI)

Prime Kigetic Limited (BVI)

Regal Win Capital Limited (BVI)

Rich Choice Worldwide Limited (BV])
Sino-Forest International (Barbados) Corporation (Barbedos)
Simo-Global Management Consulting Inc. (BV1)
Simo-Panel (China) Nursery Limited (BVI)
Sino-Panel (Russia) Limited (BVI)
Sinc-Panel Trading Limited (BVI)

Trillion Edge Limited (BVI)

Value Quest International Limited (BVE)
Well Keen Worldwide Limited (BVI}
Sino-Wood Trading Limited (BVI)

Sch D-2-4
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1.
12,
13,
14,
15.

16.
17
18.

15,

20.

21,
22,
23.

SCHEDULE D-3
LIST OF THE NON-GUARANTOR SUBSIDIARIES

Sino-Forest (Guangzhou) Co., Ltd, (FXHL ( 7N ) FRLAR) (PRC)

Sino-Forest (Heyuan) Co,, Ltd. (B3 ( 7 ) BIRAT]) PRO)

Siro-Forest (China) Investments Limited (B4 ( B8 ) RAFRLE) (PRO)
Sino-Forest (Suzhou) Trading Co,, Ltd, (B5¥ L ( 77 ) B RAEMRA ) (PRC)
Jiafeng Wood (Suzhow) Co., Ltd. (B ( 7 ) BRAFE) PRO)

Jiangxi Jiachang Porestry Development Co,, Ltd, (I EZRSHL X BRHRAF) (PRC)
Guangxi Guijia Forestry Co., Ltd, (/" B#EZEMH M HFIRAF]) (PRC)

Gaoyao Jiayao Forestry Development Co., Ltd. (SEFRE M ZRERAF) (PRC)

Zhangzhou Jiamin Forestry Development Co,, Ltd. (EM BRI 2 R ERA T)
(PRC)
Sinowin Plantings (Suzhou) Co., Ltd. (BIUATAZE XK ( 77M ) FRAT) (PRO)

Sino-Maple (Shanghai) Trading Co., Ltd. (B5RE ( L ) EEFBLT) (PRO)
Sing-Maple (Shanghai) Co., Ltd. (JLSEME ( L#B ) BRARAF) (PRC)
Sino-Panel (China) Investments Limited (BXaRk ( hE ) #RFRAR) (PRO)
Sino-Panel (Fujian) Co., Ltd. (F5XHRM ( R ) FRAF) (PRO)

Guangdong Jiayao Wood Products Development Co,, Ltd. (7~ FEEA L& RARAT)
(PRE)
Heilongjiang Jiamu Penel Co., Ltd. (B& T HBHRULARL F) PRC)

Hunan Jiayu Wood Products Co., Lid, (M Bkl &R F) (PRC)
iangxi Autonomous State Jiexi Forestry Developiment Co., Ltd, (1878 B SAM Rk
ZBREBRLT) (PRC)

Hunan Jiayu Wood Products (Hongjiang) Co., Ltd, (HREEEHEAL ( 35T ) HRAT)
(PRC) (* This PRC Subsidiary is in the process of deregistration.)

Zhangjiagang Free Trade Zone Jiashen International Trading Co., Ltd. (KFERBIXH
HERRZERAT) PRO)

Shaoyang Jiading Wood Products Co., Ltd. (SRS AL EIRAT) (PRC)

Sino-Panel (Gengma) Co., Ltd. (FENIRW ( BAS Y HRAF]) (PRC)

Sino-Panel (Guangxi) Development Co., Ltd. (B4R ( /% ) RRERAT) (PRC)

Sch D-3-1
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24,
25,
26,
27.

28,
29.
30.
31
32.

33,
34,
35

386,

37
38,
35,
40.

41,
42,

43,

45,
46.
41,
48.
49,
50,

Sino-Panel (Luzhai) Co., Lid. (GESRAR L ( £53% ) HRAR) (PRC)
Sino-Panel (Sanjiang) Co., Ltd. (MR ( =37 ) HRLH) (PRC)
Sino-Panel (Beibai) Development Co., Ltd. (4R ( it# ) EBRERLR) (PRC)

Hunan ayu Wood Products (Zhijiang) Co., Ltd. (HETSR# AU ( 15T ) SEAR)
(PRC)

Sing-Panel (Jianghua) Co., Ltd. (BERAR W ( 3I4 ) FHEAR) (PRC)

Sino-Ranel (Yuanking) Co., Ltd. (FEXARMY ( B¢ ) FIRAF) (PRCO)

Sino-Fanel (Guangzhow) Trading Co-, Ltd. Gk (/M ) HRARLXT) (PRC)
Sino-Biotechnology (Guangzhou) Co., Ltd. ( FREMRHEM)HRLF) (PRC)
Sino-Panel (Hezhou) Co,, Ltd. ( FRIZL@EMBR R F) PRO)

Sino~P-anel (Yunnan) Trading Co., Ltd, ( HEXWLEHHIBERAA) PRO)
Sino-Pane! (Heilongjiang) Trading Ce., Lid. GEIUR I (B ALY R ZH R4AF) (PRC
Jiangxi Jiawei Panel Co,, Lid. (L FE R WHRAT]) (PRC)

Suzhon City Lvyun Garden Englneering Co., Ltd. (F M TS HER TREMRAR)
(PRC)

Beibai Changging Wooden Co., Ltd. ({EHH FARUAF R F) (PRC)

Sugqian Jashu Plantings Co., Ltd. (BEMHIDREB B ATRAR) (PRC)

Sina-Wood (Heyuan) Co., Ltd, (BERALGFTINAFRAT) (PRC)

Sino-Global (Guangzhou) Forestry Management Consulting Inc, (SR (/M)FiL EE
HHESERNE) @RC)

Sino-Panel (Guanpzhoy) Nussery Co., Limited. (SRR (/R & BAE B R) (PRC)

Sino-Panel (Hunan) Forest Management Co., Ltd, (ZE5R#0k (¥ iay s #645 IR 7l)
(PRC)
Sino-Panel (Beihai) Woed Products Co., Ltd. (AR L R LA RL8) (PRC)

Sino-Panel (Hunan) Development Co., Ltd, (SRR AR EBRARAT) RO
Heilongjiang Jialin Trading Co,, Ltd. (BRI HRRB S HTRAT) (PRC)

Guangzhou Pangyu Dackeng Wood Co., Ltd. (T &8 A RAILAIRAEF]) FRC)
Jiangsu Dayang Wood Co,, Ltd, (T KB ARLFIELF) PRO)

Anging Mendra Forestry Limited (RIRS @R LARAT) (PRC)

Xuzncheng Mandra Forestry Limited (B2 2 @& #HubE RAT]) (FRO)

Wuthu Mandra Forestry Limited (588 & Bl H RAF) (PRC)

Sch D-3-2

(HK} 028261 83/PURCHASE AGT/Euclyplus.P A dec
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53.
54,

35.
56.
57.
58.
59,
60.
61.
62.

901

Mandra Forestry (Jiangxi) Linjted (BB ML OIEVERAE) (PRC)
Yihuang Mandra Forestry Limited (% @ HK LA R2R]) @PRC)
Huanggang Mandra Forestry Limited (BN S EHMEFELT) (PRC)

Zixi Mandra Forestry Limited (RS Sl F R F) (PRC)
(*This PRC Subsidiary is & Sing-foreign equity joint venture contpany)
Sine-Capital Global Ine. (BVD)

Mandra Forestry Holdings Limited (BYI)

Mandra Forestry Finance Limited (BVL)

Mandra Forestry Anhui Limited (BVT)

Maudra Forestty Hubei Limited (HK)

Omincorp Limited {(Bermuda)

Silver Mount Group Lirited (BVI)

Greenheart Resources Holdings Limited (BVD)

SchD-3-3
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SCHEDULE D-4
LIST OF THE SUBSIDIARY GUARANTOR PLEDGORS .

Sino-Global Holdings Ine, (BV])

Sino-Wood Pariners, Limited (HK)

Sinowood Limited (Cayman Islands)

Sino-Plantation Limited (HK)

Suri-Woed Inc. (BVI)

Sino-Panel (Asia) Inc. (BVI)

Sino-Panel Holdihgs Limited (BVI)

Dynamic Profit Holdings Limited (BVI)

Sino-Forest International (Barbados) Corporation (Barbados)

bl S A SR

Sch D4-1
(1K} 028261 8/PURCHAS 5. AGT/Eutalyplus FA doe



Part ).

Part II

SCHEDULEE
SECURITY DOCUMENTS
List of Shatre Pledges

I, An amendment and restaternent agreement (Hong Kong law) between the Company,
Sino-Wood Partners Limited, Sino-Plantation Limited and the Security Trustee relating to the
amendment and restatement of a share chargs originally dated September 28, 2004 (as amended
from time to time)} dated on or around the Closing Date.

2. An amendment and restatement agreement (Hong Kong law) ‘between Sino-Capital
Global Inc, Sinowcod Limited and the Security Trustee relating to the amendment and
restatement of a share charge originaily dated November 22, 2006 (as amended from time to {me)
dated con or around the Closing Date.

3. An amendment and restatement agreement (Hong Kong law) between Smi-wood Inc, and
the Security Trustee relating to the amendment and restatetuent of a share charge originally dated
July 27, 2009 (2s amended from time to time) dated on or around the Closing Date.

4, An amendment and restatement agreement (New York law) between the Company, Sino-
Panel Holdings Limited, Sino-Panel (Asia) Inc, (BYT), Dynamic Profit Holdings Limited (BYI),
Sino-Glebal Holdings Ine. (BVI), Sino-Capital Globat Inc. (BVE), Sino-Forest International
(Barbados) Corporation, Swi-Woed Inc. (BVI) and the Secwrity Tmstez refating to the
amendment and restatement of a share charge originally dated September 28, 2004 (as amended
from lime to time) dated on or around the Closing Date.

5. A share charge (Barbados law) between the Company, Sino-Forest International
(Barbados) Corporation and the Security Trustee dated Qctober 8, 2010,

' Intercreditor Agrecment

An amendment and restatement agreement (English [aw) between, amongst others, the Trustee
and the Secutity Trustée relating to the amendment and restatement of an intercreditor agreement
originalty dated February 24, 2006 (as amended from time to time) dated on or around the
Closing Date. .

Sch E-1

(HK] 02826 BIPURCHASEAG T Evcalyplun.MAdoc
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SCHEDULEF
PERFECTION REQUIREMENTS
A. New York Perfection Requirements

Filing of UCC-1 financing statements for each of the Compeny and the Subsidiary Guarantor Pledgors in
respect of the applicable Collateral,

B. Hong Kong Perfection Requirements

1. The amendment and restatement agreement (Hong Kong law) between the Company, Sino-Weod
Partners Lirnited, Sino-Plantation Limited and the Security Trustes relating to the amendment and
restatement of a share charge originally dated 28 September 2004 (as amended frotn time to time) dated
on or around the Closing Date, may require registration at the Companies Registry under section 80 of the
Companies Ordinance {Cap, 32} (as amended), Prescribed particylars of the registzable charges and a
signed copy of the emendment and restatement agreemnent should be delivered for registration within five
(5) weeks of the date of such documnent.

2. The remaining Hong Kong law documents shall not require regisiration provided that each company
which enters jnto such document is not registered under Part XJ of the Companies Ordinance {Cap. 32)
(as amended) on the date of the relevant amendment and restatement agreement,

€. Ontarie Perfection Requiremenis

Filing of financing staternent under the Personal Property Seourity Act (Ontario) against the Company in
respect of the applicable Collateral.

D. Britlsh Virgin Eslands Perfection Requirements

I. Updating the Register of Mortgages and Charges of each BV Subsidiary Guarantor Pledgor to reflect
the Shave Pledges.

2. Registration or variation of existing entries at the Registrar of Corporate Affairs in the British Virgin
Islands of the Share Pledges in respect of each BV Subsidiary Guarantor Pledgor in the Register of
Charges pursuant to Section {63 of the BVI Business Companies Act, 2004,

3. Notation pursuant to Section 60(8) of the BVI Business Companies Act, 2004 to be made on
the respective Register of Members of those Subsidiary Guarantors the shares of which have been
pledged as Collateral by the BVI Subsidiary Guarantor Pledgors under the Share Pledges and such
annotated Register of Members to be filed with the BVI Registry of Corporate Affairs.

E, Cayman Isands Perfection Réquirements

Updating the Register of Morigages and Charges of Sinowood Limited to reflect the amendment and
restatemnent of the share charge originally dated November 22, 2006,

F. Barbados Perfection Requirements

Where a charge is created by a company, the company must, within 28 days after the creation of the
charge, lodge with the Regisirar of Corporate Affairs a statement of the charge and

Sch F-1
. (HIC) 02321 93PURCRASE.AGT/Eucalyplus.PA doc
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(a) any instrument by which the charge s created or evidenced; or

{6) 2 copy of the instument together with a statutory declaration verifying the execution of
the charge and also verifyring the copy as being 2 true copy of the instrument;

and if this provision is not complied with in rejation to the charge, the charge is void so far as any security
interest it thereby purported to create.

Sch F-2
(HK) 02826/ 83/PLIRCHASE AG1/Eucalyplue PAdoc



Exhibit A-1

FORM OF OFINION OF AIRD} & BERLIS LLP
TO BE DELIVERED PURSUANT TO
SECTION 5(a)

[DELETED TEXT — FORM OF OPINION]

A-l-]
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Exhibit A-2

FORM OF OPINION OF
LINKLATERS
TO BE DELIVERED PURSUANT TO SECTICN 5(a)

[DELETED TEXT - FORM OF OPINION]

A-2-1
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Exhibit A-3

FORM OF OPINION OF
- APPLEBY
TO BE DELIVERED PURSUANT TO SECTION 5(a)

[PELETED TEXT - FORM OF OPINION]

A-3-1



Exhibit A-4

FORM OF OPINION OF
CHANCERY CHAMBERS
TO BE DELIVERED PURSUANT TO SECTION 5(a)

[DELETED TEXT — FORM OF OPINION]

Al
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Exhibit A-5

FORM OF OPINION OF
JINGTIAN & GONGCHENG
TO BE DELIVERED PURSUANT TO SECTION 5(a)

[DELETED TEXT — FORM OF QOPINION]

A-5-1
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Exhibit A-6

FORM OF OPINION OF
DAVIS POLK & WARDWELL LLP
TO BE DELIVERED PURSUANT TC SECTION 5(b)

[DELETED TEXT — FORM OF GPINION]

A-6-1

911



Exhibit A-7

FORM OF OPINION OF
COMMERCE & FINANCE LAW OFFICES
TO BE DELIVERED PURSUANT TO SECTION 5(b)

[DELETED TEXT ~ FORM OF OPINION]

A-T-1

912



913

Exhibit B

FORM. OF CEQ/CFO CERTIFICATE

We, Chan Tak Yuen, Chief Executive Officer of Sino-Forest Corporation (the “Company"), a company
continued under the Canada Business Corporations Act, and David J, Horsley, Chief Financial Officer of the
Company, on behalf of the Company and do hereby certify, without personal liability, that: i

1.  We are providing this certificate in connection with the offering of US$600 million [coupon]%
Guaranieed Senior Notes due 2017 of the Compeny (the “Offering™. It connection with the Offering, the Company
and the Subsidiary Gruarantors have executed a purchase agreement dated October 14, 2010 (the “Purchase
Agreement”)} with thie Initial Purchasers listed therein, for whomn BAML and Credit Suisse are acting as
representatives. Capitalized terms used but not defined herein ace used with the meenings assigned to them in the
Purchase Agreement,

2,  We are familiar with the accounting, operations, records systems and internal controls of the
Company.,

3. With respect to the period from July 1, 2010 to October 19, 2010:
(a)  Nothing has come to our attention that has caused us to belisve that:

(i asat October 12, 2010, there was any decrease in the share capital or
shareholders’ equity, or increase in the long-term debt of the Comnpany as compared with
the con'cspondmg amounts shown on the June 30, 2010 ugaudited consolidated balance
sheet included in the Offering Memorandum; or

(ii}  there were any material decreases in revenue, gross profit, inceine from
operations, income before income taxes, net income or reteined earnings for the period
from July 1, 2010 to October 12, 2010, as compared with the correspending perled in the
preceding year,

(b}  And nothing has come to our attention that has caused us to believe that:

(@  asat October 19, 2010, there was any decrease in the share capital or
shareholders’ equity, or increase in the long-term debt of the Company as compared with
the corresponding amounts shown on the Juns 30, 2010 unaudited consclidated balance
sheet included in the Offering Memorandum; or

(if)  thers were any material decreases in revenue, gross profit, income from
operations, income before income taxes, net income ot retained earnings for the period
from July 1, 2010 to October 19, 2010, as compared with the comresponding period in the
preceding year.

4,  Wehave read the items identified on the pages of the Disclosure Package and the Final Offering
Memorandum attached hereto ag Exhibit X and we, or other employees of the Compeny, have performed the
following procedures, which were applied as indicated with respect to the symbols explained below;

B-1
(HK) 02826/(BVPLIRCHAS E.AG T/Eucalypnes. PA.doc



A, Compared to c011:esponding amounts derived from the Corapany’s audifed annual
consolidated financial statements included in the Disclosure Package and the
Final Offering Memorandum, and found them to be in agreement.

B. Compared to the corresponding amounts derived from the Company's unandited
quarterly consolidated financial statements included in the Drisclosure Package
and the Final Offering Memorandum, and found them to be in agreement,

C. Compared the corresponding amounts, percentages and ratios to commesponding
ammounts and ratios in schedules or analyses prepared from the Company’s
accounting records, attached hereto as Exhibif I1, and found them to bein
agreement. . T

This cectificate is being fumnished to the Initial Purchasers solely to assist them in condycting
their “due diligence™ investigation of the disclosure concerning the Company and its subsidiaries in
connection with the Offering. This certificate may not be used for any other purposes or relied upon by
any other person without our prior writlen consent.

1IN WITNESS WHEREOF, on behalf of the Company (and without personal liability), we herehy
set-our hands this QO ctober 21, 2010,

Chan Tak Yuen
Chief Bxecutive Officer

Dave J. Horsley
Chief Financial Officer

{HK) 0782611 B3/PURCHASE. AGY/Bucatyplus.PAdoc

914



TAB H



915

TAB H



This is Exhibit “H” referred to in the
Affidavit of Rebecca Wise

Sworn before me, this 27 ;—A

day of April, 2012

A Commissioner, Etc.

ADAM MARCUS SLAVENS
Rarrister and Solicitor, Notary
Public for the Province of Ontario

My Commigsion is unlimited as-to time.

916
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lﬁl Bennet.t ) BennettJones LLP
3400 One Flrst Canadlan Place, PO Box 130
J ones Toranto, Ontario, Canada M5X 1A4

Tel: 416.863.1200 Fax:416.863.1716

Robert W, Staley

Direct Lino: 416,777.4857
e.mail: stalsyc@benneltjones.coin
Qur File No,: 59250.8

April 4,2012
Delivered By Courier

‘The Honourable Justice Paul M, Perell
Ontario Superior Court of Justice
Judge's Administration

Room 170

361 University Avenue

Toronto Ontario

MSG 113

Dear Justice Perell:

Re: The Trustees of The Labourers’ Pension Fund of Central And Eastern Canada et al, v,

Sino-Forest Corporation et al.
Court File No. 11-CV-431153-CP

As you know, we act for Sino-Forest Corporation ("Sino-Forest") and some of the individual
defendants in the above-noted class action, On Friday March 30, 2012, Sino-Forest filed for
protection under the Companies’' Creditors Arrangement dct (the "CCAA"). On that day Justice
Morawetz granted an initial order under the CCAA. A copy of the initial order is attached.

Paragraph 17 of the initial order provides for a stay of proceedings against Sino-Forest. Paragraph
24 of the initial order provides fov a stay of proceedings against current or former directors and
officers of Sino-Forest, All of the individual defendants in the class action are current or former
directors or officers of Sino-Forest. We write to inform the court that, as a result of the initial order,
the class action has been stayed as against Sing-Forest and all of the individual defendants.

www, bennettjones.com



April 4,2012
Page Two

In view of the stay order, and for so long as the stay is in effect, our clients do not intend to

participate in the class action.

Yours truly,

Robert W, Staley
RWS/jm
Entlosures
€0} Service List (by email}
e Michact Elzenga, Bennett Jones LLP (by cmall)
0! Rric Hoaken, Bennett Jones LLP (by cmall)
e Derek Bell, Benncl{ Jones LLP {by cmail)

\WSLegal\D50250\00008\ 7704 098 VT

il
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TAB 1



This is Exhibit “I” referred to in the
Affidavit of Rebecca Wise

Sworn before me, this Z?) n_k

day of April, 2012

A Commissioner, Ete¢.

ADAM MARCUS'-SLAVENS
Barrister and Solicifor, Notary
Public for the Pravince of Ontario

My Commission is unlimited as-to tims,
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Toronto
Mo.nl.réal
Calgary
Otliwea

New York

Osler, Hoskin & Harcourt Lep
Box 50, 1 First Canadian Place
Toronte, Ontario, Canada mgx 188

416.:362.2212 MATH
4168626666 FACSIMILE SLE R

April 16, 2012 Larry Lowenstein
Direct Dial: 416.862.6454
llowenstein@osier.com
Cur Matter Number: 1133983

SENT BY E-MAIL AND COURIER

The Honourable Justice Paul M. Perell
Ontario Superior Court of Juslice
Judge's Administration

Room 170

361 University Avenue

Toronto Ontario

M5G1T3

Dear Justice Terell:

Re: Trustees of the Labourers’ Pension Fund of Central and Eastern Canada v.

Sino Forest Corporation, et al
(Court File No. 11-CV-431153-CP)

As you are aware, we represent three cumrent members and one former member of the
Board of Directors of Sino-Forest Corporation {“Sino-Forest”) in the class proceeding
noted above, namely, William E. Ardell, James P. Bowland, James M.E. Hyde and Garry
J. West. We vwrite further to Roberl Stalcy’s letter of April 4, 2012 regarding the effect of
the Initial Order issued by Justice Morawetz under the Companies' Creditors
Arrangement Act. As Mr. Staley indicated in his letter, the Initial Order provides for a
stay of proceedings against the current and former directors of Sino-Forest, including our
clients. In light of the operation of the stay of proccedings pursuant to the terms of the
mitial order, our clients do not intend to participale in the class proceeding.

Yours verfAtruly,

Larry Lowenstein
LL:

c. Service List (by e-mail)
Craig Lockwood / Geoffrcy Grove, Osler (by e-mail)

LEGAL_:23202541.1 osler.com
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OSLER

Page 2

Service List

CC:

cc.

cC:

cC

[s1oM

cC:

cc

ce:

Bennett Jones LLP
Altention; Rob Staley, Michael Eizenga and Derek Bell

staleyr@bennettjones.com; eizengam@®bennettiones.com; belld@bennettiones.com
(Lawyers for Sino-Forest Corporation, W. Judson Martin, Kai Kit Poon, Edmund

Mak and Simon Murray)

Lenczner Slaght Royce Smith Griffin LLP

Attention: Peter Griffin, Peter Osborne, Linda Fuerst and Shara Roy
pariffin@litigate.com; posborne@litigate.com; lfuerst@litigate.com; sroy@iitigate.com
(Lawyers for Emnst and Young LLP)

Affleck Greene McMurtry LLP

Attention: Peter Greene, Ken Dekker and Michelle Booth
poreene@agmlawyers.com; kdekker@agmlawyers.com; mhooth@agmlawyers.com
{Lawyers for BDO Limited)

Wardle Daley Bernstein LLP

Attention: Peter Wardle and Simon Bieber
pwardle@wdblaw.ca; sbieber@wdblaw.ca
{Lawyers for David Horscly)

Osler, Hoskin & Harcourt LLP
Attention: Larry P, Lowenstein, Craig Lockwood and Geoffiey Grove

lowenstein@osler.com; clockwood@osler.com; ggrove@gosler.com
(Lawyers for William E. Ardell, James P. Bowland, James M.E. Hyde, Garry J.

West)

Baker & McKenzie LLP

Altention: John Pirie and David Gadsden
john.pirie@bakermckenzle.com; david.cadsden@bakermckenzie,com
(Lawyers for Poyry (Beijing) Consulting Company Limited)

Torys LLP
Atlention: Sheila Block, John Fabello and Andrew Gray

shlock@torys.com; jfabello@torys.com; agray@torys.com
(Lawyers for the Underwriters)

Miller Thomson
Attention: Emily Cole

ccole@millerthomson.com
(Lawyers for the Allen Chan)

LEGAL 1:2)292%41,1
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OSLER

Page 3

cc: Koskie Minsky LLP
Attention: Kirk Baert and Jonathan Bida
khaert@kmlaw.ca; jbida@kmlaw.ca
(Lawyers for Plaintiffs)

ce: Siskinds LLP
Attention: Dimitr Lascaris and Charles Wright
dimitr!.Jascaris@siskinds.com; charles.wright@siskinds.com;
(Lawyers for the Plaintiffs)

LEGAL_1:029254L.1
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This is Exhibit “J” referred to in the
Affidavit of Rebecca Wise

Sworn before me, this £ 6«-..\

day of April, 2012

A Commissioner, Etc.

ADAM MARCUS SLAVENS

Barrister and Solicitor, Notary

Public for the Province of Ontario
My Commissian is unlimited as to tima,
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MILLER THOMSON LLP
MILLERTHOMEOM.COM

h D m S D SCOTIAPLAZA + 40 KIMG STREET WEST, SUITE 5300
I l PO.BOXI1CN + TOQRGNTO, ON -+ MEH IE1 + CARNLDA

laveyers . avocats
IYErS: - 415.595.8500

© £16.595,8695

»

April 10, 2012 Emily Cole
Direct Line: 416.595.8640
. Direct Fax: 416.595,8635
The Honourable Justice Perell ecole@miliedhomsan.com

Ontario Superior Court of Justice
Judge's Administration
361 University Avenue
Toronto, ON M5G 1T3

Your Honour:

Re: Trustees of the Labourers Pension Fund et al. v. Sino-Forest Corp. et al,
Ontario Superior Gourt File No, CV-11-431153-00CP

Furher to Mr. Staley's April 4, 2011 letter to you with the CCAA Initial Order attached, we
confirm that Mr. Chan does not intend to participate in the class action,

Yours truly,

MILLER THOMSON LLF

(LN

Per:

Emily Cole
ECC/sb

cc; Koskie Minsky LLP
Aftention: Kirk Baert and Jonathan Bida

Ce: Siskinds LLP
Aftention: Dimitri Lascaris and Charles Wright

cc: Benneit Jones LLP
Allention: Rob Slaley, Michael Eizenga and Derek Bell
(Lawyers for Sino-Forest Corporation, W, Judson Martin, Kai Kit Poon, Edmund Mak and Simon Murray)

cc: Lenczner Slaght Royce Smith Griffin LLP
: Attention: Peter Griffin, Peter Osborne, Linda Fuerst and Shara Roy

(Lawyers for Ernst and Young LLP)

VAMCOUYER CALGARY EDMONITIN SASMATOOM REGINA LONDON KITCHEMER-WATERLOO GUELPH TORONTC MARKEAM MONTREAL

36184-2001 13558816.1



cer Affleck Greene McMurtry LLP
Attention: Peter Greene, Ken Dekker and Michelle Baolh

(Lawyers for BDO Limited)

cc: Wardle Daley Bernslein LLP
Allention; Peter Wardle and Simon Bieber
(Lawyers for David Horsely)

ce: Qsler, Hoskin & Harcourt LLP
Attention: Larry P. Lowenslein, Craig Lockwood and Geoffrey Grove
{Lawyers for William E. Ardell, James P. Bowland, James M.E. Hyde, Garry J. West)

(v'eh Baker & McKenzie LLP
Attention; John Pirie and David Gadsden
{Lawyers for Poyry {Beijlng) Consulting Gompany Limited)

ce: Torys LLP
Altention: Sheila Block, John Fabello and Andrew Gray

(Lawyers for the Underwriters)

36184-2001 13558816.1

Page 2
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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.S8.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 ELIZABETH FIMIO
(Sworn June 8, 2012)

I, ELIZABETH FIMIO, of the City of Burlington, in the Regional Municipality of

Halton, MAKE OATH AND SAY:

1. Tam an assistant of Bennett Jones LLP, counsel for Sino-Forest Corporation ("SFC"). 1
therefore have personal knowledge of the matters set out below, except where otherwise stated.
Where I do not possess personal knowledge, I have stated the source of my information and I

believe such information to be true.

2. SFC and certain of its current and former 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 class actions in Ontario,

Quebec, Saskatchewan and New York.

3. A copy of this Fresh as Amended Statement of Claim in the Ontario class action is attached

as Exhibit "A".

929



4,  Copies of the originating documents in the Quebec and Saskatchewan class actions are

attached as Exhibits "B" and ""C"" respectively.

5. A copy of the complaint in the New York class action is attached as Exhibit "D".
SUPPORT OF THE NOTEHOLDERS

6. On June 8, 2012, SFC issued a press release advising that as of that date, noteholders
holding in excess of $1,296,000 and approximately 72% of the total debt of approximately $1.8
billion of SFC's noteholder debt have executed written support agreements to support the plan
ountlined in the announced SFC CCAA plan dated March 30, 2012. A copy of the June 8, 2012
press release is attac;hed as Exhibit "E".

SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario, this 8™

day of June, 2012 Z

O fud

Elizabeth Fimio

S N Nt M N

ooy

Daniel Ho]deq
Barrictar & Solicitor

930



TAB A



THIS IS EXHIBIT “A” TO
THE AFFIDAVIT OF ELIZABETH FIMIO
SWORN JUNE 8, 2012

A Commissioner, etc.

Daniel Holden
Barrister & Solicitor
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Court File No.; CV-11-431153.00CP

, ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

THE TRUSTEES OF THE LABOURERS’ PENSION FUND OF CENTRAL AND EASTERN
CANADA, THE TRUSTEES OF THE INTERNATIONAL UNION OF OPERATING
ENGINEERS LOCAL 793 PENSION PLAN FOR OPERATING ENGINEERS IN ONTARIO,
SJUNDE AP-FONDEN, DAVID GRANT and ROBERT WONG

Plaintiffs

-and -

SINO-FOREST CORPORATION, ERNST & YOUNG LLP, BDO LIMITED (formerly known
as BDO MCCARE LO LIMITED), ALLEN T.Y. CHAN, W. JUDSON MARTIN, KAl KIT
POON, DAVID J. HORSLEY, WILLIAM E, ARDELL, JAMES P, BOWLAND, JAMES M.E.
HYDE, EDMUND MAK, SIMON MURRAY, PETER WANG, GARRY J, WEST, POYRY
(BEIJING) CONSULTING COMPANY LIMITED, CREDIT SUISSE SECURITIES
(CANADA), INC,, TD SECURITIES INC,, DUNDEE SECURITIES CORPORATION, RBC
DOMINION SECURITIES INC,, SCOTIA CAPITAL INC,, CIBC WORLD MARKETS INC,,
MERRILL LYNCH CANADA INC,, CANACCORD FINANCIAL LTD., MAISON
PLACEMENTS CANADA INC,, CREDIT SUISSE SECURITIES (USA) LLC and MERRILL
LYNCH, PIERCE, FENNER & SMITH NCORPORATED (successor by merger to Banc of
America Securities LLC)

Defendants

Procecding under the Class Proceedings Act, 1992
FRESH AS AMENDED STATEMENT OF CLAIM
(NOTICE OF ACTION ISSUED JULY 20, 2011)

)

: ) \QPURSUANT T0
&%%TB’E%E“‘S ‘ GCONFORMEMENT A
] hULELA REGLE 26,02

B e SR TP

DATED/ FAIT LE £\ W\r‘« Vel oX
[NERLILRE L réyid %1 L F .
35;1:8”?“}‘&‘(?‘]“‘7 nF J&Tlcﬁ GDUR SUPQHIEURE DE JUSTICE

andy adal
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TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:;

AND TO:

AND TO;

Sino-Forest Corporation
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In this Statement of Claim, in addition to the terms that are defined elsewhere herein, the

following terms have the following meanings:
(a) “AY” means Authorized Intermediary; .

(t) “AJE” means Annual Information Form;
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(c)
(d)
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0
0
0
()

(n)

(0)

(p)

“Ardell* means the defendant William E. Ardell;

“Banc of America” means the defendant Merrill Lynch, Pierce, Fenner & Smith

Incorporated;

“BD O” means the defendant BDQ Limited;

“Bowland” means the defendant James P, Bowland;

“BYT” means British Virgin Islands;

“Canaccord” means the defendant Canaecord Financial Ltd,;

“CBCA” means the Canada Business Corporations Act, RSC 1985, ¢, C-44, as

amended;

*Chan” means the defendant Allen T.Y. Chan also known as “Tak Yuen Chan",
“CYBC" means the defendant CIBC World Markets Inc.;

“CJA” means the Ontario Courts of Justice Aet, RSO 1990, ¢ C-43, as amended;

“Class” and “Class Members” all persons and entities, wherever they may reside
who acquired Sino’s Securities during the Class Period by distribution in
Canada or on the Toronto Stock Exchange or other secondary market in Canada,
which includes securities acquired over-the-counter, and all persons and entities
who acquired Sino’s Securities during the Class Period who are resident of
Canada or were resident of Canada at the time of acquisition and who acquired

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

“Class Period” means the peried from and including March 19, 2007 to and
including June 2, 2011;

“Code” means Sino’s Code of Business Conduct;

“CPA" means the Ontarip Class Proceedings Act, 1992, SO 1992, ¢ 6, as

amended;
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“Credit.Suisse” means the defendant Credit Suisse Securities (Canada), Inc.;
“Credit Suisse USA” means the defendant Credit Suisse Securities (USA) LLC;

“Defendants” means Sino, the Individual Defendants, Péyry, BDO, E&Y and
the Underwriters;

“December 2009 Offering Memorandum” means Sino’s Final Offering
Memorandum, dated December 10, 2009, relating to the distribution of Sino’s
4,25% Convertible Senior Notes due 2016 which Sino filed on SEDAR on
December 11, 2009,

“December 2009 Prospectus” means Sino’s Final Short Form Prospectus, dated
December 10, 2009, which Sino filed on SEDAR on December 11, 2009,

“Dundee” means the defendant Dundee Securities Corporation;
“E&Y" means the defendant, Ernst and Young LLP;

“Excluded Persons” means the Defendants, their past and present subsidiaries,
affiliates, officers, directors, senior employees, partners, legal representatives,
heirs, predecessors, successors and assigns, and any individual who is & member

of the immediate family of an Individual Defendant;

“Final Report™ means the report of the IC, as that term is defined in paragraph 1¢

hereof;

“GAAP” means Canadian generally accepted accounting principles;
"GAAS” means Canadian generally accepted auditing standards;
“Horsley” means the defendant David J, Horsley;

“Hyde” means the defendant James M.E, Hyde;

“Impugned Documents” mean the 2005 Annual Consolidated Financlal
Statements (filed on SEDAR on March 31, 2006), Q1 2006 Financial Statements
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(filed on SEDAR on May 11, 2006), the 2006 Annual Consolidated Financial
Statements (filed on SEDAR on March 19, 2007), 2006 AIF (filed on SEDAR on
March 30, 2007), 2006 Annual MD&A (filed on SEDAR on March 19, 2007),
Management Information Circular dated April 27, 2007 (filed on SEDAR on May
4, 2007), Q1 2007 MD&A (filed on SEDAR on May 14, 2007), Q1 2007
Financial Statements (filtd on SEDAR on May 14, 2007), June 2007
Prospectus, Q2 2007 MD&A (filed on SEDAR on August 13, 2007), Q2 2007
Financial Statements (filed on SEDAR on August 13, 2007), Q3 2007 MD&A
(filed on SEDAR on November 12, 2007), Q3 2007 Finaneial Statements (filed
on SEDAR on November 12, 2007), 2007 Annual Consolidated Financial
Statements (filed on SEDAR on March | 8, 2008), 2007 AIF (filed on SEDAR on
March 28, 2008), 2007 Annual MD&A (filed on SEDAR on March 18, 2008),
Amended 2007 Annual MD&A (filed on SEDAR on March 28, 2008),
Management Information Circular dated April 28, 2008 (filed on SEDAR on May
6, 2008), Q1 2008 MD&A (filed on SEDAR on May 13, 2008), Q1 2008
. Financial Statements (filed on SEDAR on May 13, 2008}, July 2008 Offering
Memorandum, Q2 2008 MD&A (filed on SEDAR on August 12, 2008), Q2
2008 Financial Statements (filed on SEDAR on August 12, 2008), Q3 2008
MD&A (filed on SEDAR on November 13, 2008), Q3 2008 Financial Statements
(filed on SEDAR on Noveniber 13, 2008), 2008 Annual Consolidated Financial
Statements (filed on SEDAR on March 16, 2009), 2008 Annual MD&A (filed on
SEDAR on March 16, 2009), Amended 2008 Annual MD&A (filed on SEDAR
on March 17, 2009), 2008 AIF (filed on SEDAR on March 31, 2009),
Management Information Circular dated April 28, 2009 (filed on SEDAR on May
4, 2009), Q1 2009 MD&A (filed on SEDAR on May 11, 2009), Q1 2009
Financial Statements (filed on SEDAR on May 11, 2009), June 2009
Prospectus, June 2009 Offering Memorandum, Q2 2009 MD&A (filed on
SEDAR on August 10, 2009), Q2 2009 Financial Statements (filed on SEDAR on
August 10, 2009), Q3 2009 MD&A (filed on SEDAR on November 12, 2009),
Q3 2009 Financial Statements (filed on SEDAR on November 12, 2009),
December 2009 Prospectus, December 2009 Offering Memorandum, 2009
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(88)

(hh)

(i)

Annual MD&A (filed on SEDAR on March 16, 2010), 2009 Audited Annual
Financial Statements (filed on SEDAR on March 16, 2010), 2009 AXF (filed on
SEDAR on March 31, 2010), Management Information Circular dated May 4,
2010 (filed on SEDAR on May 11, 2010), Q1 2010 MD&A (filed on SEDAR on
May 12, 2010), QI 2010 Financial Statements (filed on SEDAR on May 12,
2010), Q2 2010 MD&A (filed on SEDAR on August 10, 2010), Q2 2010
Financial Statements (filed on SEDAR on August 10, 2010}, October 2010
Offering Memorandum, Q3 2010 MD&A (filed on SEDAR on November 10,
2010), Q3 2010 Financial Statements (filed on SEDAR on November 10, 2010),
2010 Annual MD&A (March 15, 2011}, 2010 Audited Annual Financial
Statements (filed on SEDAR on March 15, 2011), 2010 AIF (filed on SEDAR on
March 31, 2011), and Management [nformation Circular dated May 2, 2011 (filed
on SEDAR en May 10, 2011);

“Individual Defendants” means Chan, Martin, Poon, Horsley, Ardell,

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

“July 2008 Offering Memorandum” means the Final Offering Memorandum
dated July 17, 2008, relating to the distribution of Sino’s 5% Convertible Senior
Notes due 2013 which Sino filed on SEDAR as a schedule to a material change
report on July 25, 2008;

“June 2007 Prospectus” means Sino’s Short Form Prospectus, dated June 3,
2007, which Sine filed on SEDAR on June §, 2007;

“June 2009 Offering Memorandum” means 8ino's EBExchange Offer
Memorandum dated June 24, 2009, relating to an offer to exchange Sino’s
Guaranteed Senior Notes due 2011 for new 10.25% Guaranteed Senior Notes due
2014 which Sino filed on SEDAR as a schedule to a material change report on
June 25, 2009;

“June 2009 Prospectus” means Sino’s Final Short Form Prospectus, dated June
1, 2009, which Sino filed on SEDAR on June [, 2009;
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“Maison” means the defendant Maison Placements Canada Inc,;
“Martin” means the defendant W, Judson Martin;

“Mak” means the defendant Edmund Mak;

“MD&A™ means Management®s Discussion and Analysis;
“Merrill means the defendant Merrill Lynch Canada Inc.;
“Muddy Waters" means Muddy Waters LLC,;

“Murray” means the defendant Simon Murray;

“October 2010 Offering Memorandum” means the TFinal Offering
Memorandum dated October 14, 2010, relating to the distribution of Sino’s 6,25%
Guaranteed Senior Notes due 2017;

“Offering” or “Offerings™ means the primary distributions in Canada of Sino’s
Securities that occurred during the Class Period including the public offerings of
Sino’s common shares pursuant to the June 2007, June 2009 and December
2009 Prospectuses, as well as the offerings of Sino’s notes pursuant to the July

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

colleetively;
“OSA" means the Securities Aet, RSO 1990 ¢ 8.5, as amended;
“OSC” means the Ontario Securities Commission;

“Plaintifls” means the plaintiffs, the Trustees of the Labourers’ Pension Fund of
Central and Eastern Canada (“Labourers”), the Trustees of the International
Union of Opetating Engineers Local 793 Pension Plan for Operating Engineers in
Ontario (“Operating Engineers™), Sjunde AP-Fonden (“AP7"), David C. Grant
(“Grant™), and Robert Wong ("Wong”), collectively;

“Poon” means the defendant Kai Kit Poon;
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(bbb)
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(ddd)

(ece)

(fff)

(ggg)

“Poyry” means the defendant, Pdyry (Beijing) Consulting Company Limited;
“PRC” means the People’s Republic of China;

“Representation” means the statement that Sino’s financial statements complied

with GAATP;
“RBC” means the defendant RBC Dominion Securities [nc.;
“Scotia” means the defendant Scotia Capital Inc.;

“Second Report” means the Second Interim Report of the 1C, as that term is

defined in paragraph 10 hereof;

“Securities” means Sino's common shares, notes or other securities, as defined in

the OSA;

“Seenrities Legislation” means, collectively, the 084, the Securities Act, RSA
2000, ¢ S-4, as amended; the Securities Act, RSBC 1996, ¢ 418, as amended; the
Securities Act, CCSM ¢ S50, as amended; the Securities Act, SNB 2004, ¢ §-3.5,
as amended; the Securities Act, RSNL 1990, ¢ §-13, as amended; the Securities
Act, SNWT 2008, c 10, as amended; the Securities Act, RSNS 1989, ¢ 418, as
amended; the Secyrities Act, S Nu 2008, ¢ 12, as amended; the Securities Act,
RSPEI 1988, ¢ S-3.1, as amended; the Securitles Act, RSQ ¢ V¥-1.1, as amended;
the Securities Act, 1988, SS 1988-89, ¢ 85-42.2, as amended; and the Securities
Act, 8Y 2007, ¢ 16, as amended;

“SEDAR" mcans the system for electronic documnent analysis and retrieval of the

Canadian Securities Administrators;

“Sino” means, as the context requires, either the defendant Sino-Forest
Corporation, or Sino-Fovest Corporation and its affiliates and subsidiaries,

collectively;

“TD"” means the defendant TD Securities Inc.:
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(hhh) "TSX” means the Toronto Stock Exchange;

(ii)  “Underwriters” means Banc of America, Canaccord, CIBC, Credit Suisse,
Credit Suisse USA, Dundee, Maison, Merrill, RBC, Scotia, and TD,

collectively;
Gi)  “Wang” means the defendant Peter Wang;
(kkk) *“West” means the defendant Garry J, West; and

(I  “WFOE” means wholly foreign owned enterprise or an enterprise established in
China in accordance with the relevant PRC laws, with capital provided solely by

foreign investors,



IL CLAIM

The Plaintiffs claim:

(a)

(b)

{c)

(d)

(e)

)

(@)

(b

An order certifying this action as a class proceeding and appointing the Plaintiffs
as representative plaintiffs for the Class, or such other class as may be certified by

the Court;

A declaration that the Impugned Documents contained, either explicitty or
implicitly, the Representation, and that, when made, the Representation was a
misrepresentation, both at law and within the meaning of the Securities

Legisiation;

A declaration that the Impugned Documents contained one or more of the other
misrepresentations alleged herein, and that, when made, those other
misrepresentations constituted misrepresentations, both at law and within the

meaning of the Securities Legislation;

A declaration that Sino is vicariously lisble for the acts and/or omissions of the

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

A declaration that the Underwriters, B&Y, BDO gnd Pdyry are each vicariously
liable for the acts and/or omissions of their respective officers, directors, partners

and employees;

On behalf of all of the Class Members who purchased Sino’s Securities in the
secondary market during the Class Period, and as against all of the Defendants

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

On behall of all of the Class Members who purchased Sino common shares in the
distribution to which the June 2007 Prospectus related, and as against Sino, Chan,
Poon, Horsley, Maitin, Mak, Murray, Hyde, PSyry, BDO, Dundee, CIBC, Merril]
and Credit Suisse general damages in the sum of $175,835,000;

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

distribution to which the June 2009 Prospectus related, and as against Sino, Chan,
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(m)

Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, P8yry, BE&Y, Dundee,
Merrill, Credit Suisse, Scotia and TD, general damages in the sum of
$330,000,000;

On behalf of all of the Class Members who purchased Sino common shares in the
distribution to which the December 2009 Prospectus related, and as against Sino,
Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, Poyry, BDO, E&Y,
Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD,
general damages in the sum of $319,200,000;

On behalf of all the Class Members who purchased Sino’s 5% Convertible Senior
Notes due 2013 pursuant to the July 2008 Offering Memorandum, and as against
Sino, Chan, Poon, Horsley, Wang, Martln, Mak, Murray, Hyde, P8yry, BDO,
E&Y and Credit Suisse USA, general damages in the sum of US$345 million;

On behalf of all the Class Members who purchased Sino’s 10.25% Guaranteed
Senior Notes due 2014 pursuant to the June 2009 Offering Memorandum, and as
against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, P&yry,
BDO, E&Y and Credit Suisse USA, general damages in the sum of US$400

million;

On behalf of all the Class Members who purchased Sino’s 4.25% Convertible
Senior Notes due 2016 pursuant to the December 2009 Offering Memorandum,
and as against Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde,
Pdyry, BDO, BE&Y, Credit Suisse USA and TD, general damages in the sum of
US460 million;

On behalf of all the Class Members who purchased Sino’s 6.25% Guaranteed
Senior Notes due 2017 pursuant to the Qctober 2010 Offering Memorandum, and
as against Sino, Chan, Poon, Horsley, Wang, Mak, Murray, Hyde, Ardell, Pdyry,
E&Y, Credit Suisse USA and Banc of America, general damages in the sum of
US$600 million;
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On behelf of all of the Class Members, and as against Sino, Chan, Poon and
Horsley, punitive damages, in respect of the conspiracy pied below, in the sum of

$50 million;

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

Underwriters were unjustly enriched;

A constructive trust, accounting or such other equitable remedy as may be
available as against Sino, Chan, Poon, Horsley, Martin, Mak, Murray and the

Underwriters;

A declaration that the acts and omissions of Simo have effected a result, the
business or affairs of Sino have been carricd on or conducted in & manner, or the
powers of the directors of Sino have been exercised in a manner, that is
oppressive or unfairly prejudicial to or that unfairly disregards the interests of the
Plaintiffs and the Class Members, pursuant to s, 241 of the CBC4;

An order directing a reference or giving such other directions as may be neeessary

to determine the issues, if'any, not determined at the trial of the common issues;
Prejudgment and post judgment interest;

Costs of this action on a substantial indemnity basis or in an amount that provides
full indemnity plus, pursuant to s 26(9) of the C'P4, the costs of motice and of
administering the plan of distribution of the resovery in this action plus applicable

taxes;and
Such further and other relief as to this Honourable Court may seem just,

I, OVERVIEW

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

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

Sino has-also claimed to have experienced breathtaking growth,
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4, Beguiled by Sino’s reported results, and by Sino’s constant refrain that China constituted
an extraordinary growth opportunity, investors drove Sino’s stock price dramatically higher, as

appears from the following char(:
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5, The Defendants profited handsomely from the market's appetite for Sino's securities,

Certain of the Individual Defendants sold Sino shares at lofty prices, and thereby reaped millions
of dollars of gains, Sino’s senior management also used Sino’s iHlusory success to justify their
lavish salaries, bonuses and other perks, For certain of the Individual Defendants, these outsized
gains were not enough. Sino stock options granted to Chan, Horsley and other insiders were
backdated ot otherwise mispriced, prior to and during the Class Period, in violation of the ['SX

Rules, GAAP and the Securities Legis|ation,



6. Sino itself raised in excess of $2.7 billion' in the capital markets during this period,
Meanwhile, the Underwriters were paid lucrative underwriting commissions, and BDO, E&Y
and Pdyry garnered millions of dollars in fees to bless Sino’s reported results and assets, To their

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

7. As a reporting issuer in Ontario and elsewhere, Sino was required at ail material times to
comply with GAAP. Indeed, Sino, BDO and E&Y, Sino’s auditors during the Class Period and
previously, repeatedly misrepresented that Sina’s financlal statements complied with GAAP,

This was false,

8. On June 2, 2011, Muddy Waters, a short seller and research firm with extensive PRC
experience, issued its first research report in relation to Sino, and unveiled the scale of the
deception that had been worked upon the Class Members, Muddy Waters® initial report
effectively revealed, among other things, that Sino had materially misstated its financial results,
had falsely claimed to have acquired trees that it did not own, had reported sales that had not
been made, or that had been made in a manner that did not permit Sino to book those sales as
revenue under GAAP, and had concealed numerous related party transactions. These revelations

had a catastrophic effect on Sino's stock price,

9, On June 1, 2011, prior to the publication of Muddy Waters’ report, Sino's comman
shares closed at $1821, After the Muddy Waters report became public, Sino shares fell to
$14.46 on the TSX (a decline of 20.6%), at which point trading was halted. When trading

resumed the next day, Sino’s shares fell to a close of $5,23 (a decline of 71.3% from June 1),

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

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

| Daller figures are In Canadian dollars {unless otherwist lndleated) and ave founded for conveniense,
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“Independent Committee” or “IC”), to examine and review the allegations contained in the
Muddy Waters’ report of June 2, 2011, The initial members of the TC were the Defendants
Ardell, Bowland and Hyde. The IC subsequently retained legal, accounting and other advisers to

assist it in the fulfiilment of its mandate,

11, On August 26, 2011, the OSC issued a cease-trade order in respect of Sino’s securities,
alleging that Sino appeared to have engaged in significant non-arm’s length transactions which
may have been contrary to Ontario securities laws and the public interest, that Sino and certain of
its officcrs and directors appeared to have misrepresented some of Sino’s revenue and/or
exaggerated some of its timber holdings, and that Sino and certain of its officers and directors,
including Chan, appeared to be engaging or participating in acts, practices or a course of conduct
related fo Sino’s securities which they (or any of them) knew or ought reasonably know would

perpetuate a fraud.

12, On November 13, 2011, the IC released the Second Report, Therein, the IC revealed,
inter alia, that; (1) Sino's management had failed to cooperate in numerous important respects
with the 1C’s investigation; (2) “there is a risk™ that certain of Sino’s operations “taken as a
whole” were in violation of PRC law; (3) Sino adopted processes that “avoid|] Chinese foreign
exchange controls which must be complied with in a normal cross-border sale and purchase
transaction, and [which] could present an obstacle to future repatriation of sales proceeds, and
could have tax implications as well”; (4) the 1C “has not been able to verify that any relevant
income taxes and VAT have been paid by or on behalf of the BVIs in China”; (5) Sino lacked
proof of title to the vast majority of its purported holdings of standing timber; (6) Sino’s
“transaction volumes with a number of Al and Suppliers do not match the revenue reported by

sueh Suppliers in their SAIC filing”; (7) “[n]one of the BVI timber purchase contracts have as
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attachments either (i) Plantation Rights Certificates from either the Counterparty or original
owner or (ii) villager resolutions, both of which are contemplated as attachments by the standard
form of BVI timber purchase contract employed by the Company; and (8) “[t]here are
indications in emails and in interviews with Suppliers that gifts er cash payments are made to

forestry bureaus and foresiry bureau officials,”

13. On January 31, 2012, the IC released its Final Report. Therein, the IC effectively
revealed that, despite having conducted an investigation ever nearly eight months, and despite
the expenditure of US$50 million on that investigation, it had failed to refute, or even to provide

plausible answers to, key allegations made by Muddy Waters:

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

(]

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

14,  Sino failed to meet the standards required of & public company in Canada, Aided by its
auditors and the Underwriters, Sino raised billions of dollars from investors on the false premise

that they were investing in a well managed, sthical and GAAP-compliant corporation, They
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were not. Accordingly, this action is brought to recover the Class Members' losses from those
who caused them: the Defendants,
1Y, THE PARTIES

A, The Plaintiffs
15,  Labourers are the trustees of the Labourers’ Pension Fund of Central and Eastern Canada,

a multi-employer pension plan providing benefits for employees working in the construction
industry, The fund is a union-negotiated, collect'ively-bargaihed defined benefit pension plan
established on February 23, 1972 and currently has approximately $2 billion in assets, over
39,000 members and over 13,000 pensioners and beneficiaries and approximately 2,000
participating employers. A board of trustees representing members of the plan governs the fund.
The plan is registered under the Pension Benefits Act, RSO 1990, ¢ P.8 and the Income Tax Act,
RSC 1985, 5th Supp, ¢,1. Labourers purchased Sino’s common shares over the TSX during the
Class Period and continued to hold shares at the end of the Class Period. Tn addition, Labourers
purchased Sine common shares offered by the December 2009 Prospectus and in the distribution

to which that Prospectus related,

16.  Qperating Engineers are the trustees of the International Union of Operating Engineers
Local 793 Pension Plan for Operating Engineers in Ontario, a multi-employer pension plan
providing pension benefits for operating engineers in Ontario. The pension plan is a union-
negotiated, collectivel?-bargained defined benefit pension plan established on November 1, 1973
and currently has approximately $1.5 billion in assets, over 9,000 members and pensioners and
beneficiaries. The fund is governed by a board of trustees representing members of the plan, The
plan is registered under the Pension Beneﬁ.rs Act, RSO 1990, ¢ P.8 and the Income Tax Act, RSC
1985, 5th Supp, c.1. Operating Engineers purchased Sino’s common shares over the TSX during

the Class Period, and continued to hold shares at the end of the Class Period,
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17, AP7 is the Swedish National Pension Fund. As of June 30, 2011, AP7 had approximately
$15.3 billion in assets under management. Funds managed by AP7 purchased Sino’s common
shares over the TSX during the Class Period and continued to hold those common shares at the

end of the Class Period,

18, Grant is an individual residing in Calgary, Alberta, He purchased 100 of the Sino 6.25%
Guaranteed Senior Notes due 2017 that were offered by the October 2010 Offering
Memorandum and in the distribution to which that Offering Memorandum related, Grant

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

19.  Wong is an individual residing in Kincardine, Ontario, During the Class Period, Wong
purchased Sino’s common shares over the TSX and continued to hold some or all of such shares
at the end of the Class Period. In addition, Wong purchased Sino common shares offered by the
December 2009 Prospectus and in the distribution to which that Prospectus related, and

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

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

Sino is a corporation formed under the CBCA.

21. At the materia] times, Sino was a reporting issuer in all provinces of Canéda, and had its
registered office located in Mississauga, Ontario, At the material times, Sino’s shares were listed
for trading on the TSX under the ticker symbol “TRE,” on the Berlin exchange as “SEJ GR,” on
the over-the-counter market in the United States as “SNOFF” and on the Tradegate market as
“SFJ TH.,” Sino securities are also listed on aliernative trading venues in Canada and elsewhere

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

securities that are traded in Canada and elsewhere,

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

and file with SEDAR:

(a) within 45 days of the end of each quarter, quarterly interim financial statements
prepared in accordance with GAAP that must include a comparative statement to

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

(b)  within 90 days of the end of the fiscal year, annual financial statements prepared
in sccordance with GAAP, including comparative financial statements relating to

the period covered by the preceding financial year;

(¢}  contemporaneocusly with each of the above, a MD&A of each of the above

finaneial statements; and

(d) “within 90 days of the end of the fiscal year, an AIF, including material
information about the company and its business at a point in time in the context of

its historical and possible future development,

23, MD&As are a narrative explanation of how the company performed during the period
covered by the financial statements, and of the company’s financial condition and future
prospects. The MD&A must discuss important trends and risks that have affected the financial

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

24,  AlFs are an annual disclosure document intended to provide material information about
the company and its business at & point in time in the context of its historical and future
development, The AIF describes the company, its operations and prospects, risks and other

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

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

26. Chan is a co-founder of Sino, and was the Chairman, Chief Executive Officer and a
director of the-company from 1994 until his resignation from those positions on or about August
25, 20-1]. As Sino‘s CEQ, Chan signed and certified the company’s disclosure documents
during the Class Period. Chan, along with Hyde, signed each of the 2006-2010 Audited Annual

Financial Statements on behalf of Sino’s board. Chan resides in Hong Kong, China.

27,  Chan certified each of Sino’s Class Period annual and quarterly MD&As and financial
statements, each of which is an Impugned Document, In so doing, he adopted as his own the
false statements such documents contained, as particularized below. Chan signed each of Sino's
Class Period annual financial statements, each of which is an Impugned Document. In so doing,
he adopted as his own the false statements such documents contained, as particularized below.

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

28,  Since Sino was established, Chan has received lavish compensation from Sino. For
example, for 2006 to 2010, Chan’s total compensation (other than share-based compensation)
was, respectively, US$3.0 million, US$3.8 million, US$5.0 million, US$7.6 million and US$9.3

million.

29.  As at May [, 1995, shortly after Sino became a reporting issuer, Chan held 18,3% of
Sino’s outstanding common shares and 37.5% of its preference shares, As of April 29, 2011 he
held 2,7% of Sino's common shares (the company no longer has preference shares outstanding),

Chan has made in excess of $10 million through the sale of Sino shares,
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30,  Horsley is Sino’s Chief Financial Officer, and has held this position since October 2005,
In his position as Sino’s CFO, Horsley has signed and certified the company’s disclosure
documents during the Class Period, Horsley resides in Ontarlo, Horsley has made in excess of

$11 million through the sale of Sino shares.

31.  Horsley certified each of Sino’s Class Period annual and quarterly MD&As and financial
statements, each of which is an Impugned Document. In so doing, he adopted as his own the
false statements such documents contained, as particularized below. Horsley signed each of
Sino’s Class Perigd annual financial statements, each of which is an Impugned Document. In so
doing, he adopted as his own the false statements such documents contained, as particularized

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

32,  Since becoming Sino’s CFO, Horsley has also received lavish compensation from Sino,
For 2006 to 2010, Hoxsley’s total compensation (other than share-based compensation) was,
respectively, US$1.1 million, US$1.4 million, US$1.7 million, US$2.5 million, and US$3,I

million,

33.  Poon is a co-founder of Sino, and has been the President of the company since 1994, He
was & director of Sino fiom 1.994 to May 2009, and he continues to serve as Sino’s President,
Poon resides in Hong Kong, China, While he was a board member, he adopted as his own the
false statements 'made in each of Sino's annual financial statements, particularized below, when
such statements were signed on his behalf. While he was a board member, he caused Sino to

make the misrepresentations particularized below,

34,  As at May 1, 1995, shortly afier Sino becamc a reporting issuer, Poon held 18.3% of

Sino’s outstanding common shares and 37,5% of its preference shares. As of April 29, 2011 he
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held 0.42% of Sino’s common shares, Poon has made in excess of $34,4 million through the sele

of §ino shates,

35.  Poon-rarely aitended board meetings while he was on Sino’s board. From the beginning
of 2006 until his resignation from the Board in 2009, he attended 5 of the 39 board meetings, or

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

36, Wang is a director of Sino, and has held this position since August 2007, Wang resides
in Hong Kong, China. As a board member, he adopted as his own the false statements made in
gach of Sino’s annval financial statements, particularized below, when such statements were
signed on his behalf. As a board member, he caused Sino to make the misrepresentations

particularized below,

37.  Martin has been a director of Sino since 2006, and was appointed vice-chairman in 2010,
On or abeut August 25, 2011, Martin replaced Chan as Chief Executive Officer of Sino, Martin
was a member of Sino's gudit committee prior to early 2011, Martin has made in excess of
$474,000 through the sale of Sino shares. He resides in Hong Kong, China. As a board member,
he adopted as his own the false statements made in each of Sino’s annual financial statements,
perticularized below, when such statements were signed on his behalf, As a board member, he

caused Sino to make the misrepresentations particularized herein,

38,  Mak is a director of Sino, and has held this position since 1994, Malk was a member of
Sino’s audit committee prior to early 2011. Malk and persons connected with Mak have made in
excess of $6.4 million through sales of Sino shares. - Mak resides in British Columbia, As a

board member, he adopted as his own the false statements mede in each of Sino's annuel
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financial statements, particularized below, when such statements were signed on his behalf. Asa

board member, he caused Sino to make the misrepresentations particulerized below,

39,  Murray is a director of Sinto, and has held this position since 1999, Murray has made in
excess of $9.9 million through sales of Sino shares. Murray resides in Hong Kong, China, As .a
board member, he adopted as his own the false statements made in each of Sino*s annual
financial statements, particularized below, when such statements were signed on his behalf, Asa

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

40, Since becoming a director, Murray has rarely attended board and board committee
meetings. From the beginning of 2006 to the close of 2010, Murray attended 14 of 64 board
meetings, or less than 22% of board meetings held during that period. During that same period,
Murray attended 2 out of 13, or 15%, of the meetings held by the Board's Compensation and
Nominating Committee, and attended nore of the 11 meetings of that Committee held from the

beginning of 2007 to the close of 2010.

41,  Hyde is a director of Sino, and has held this position since 2004. Hyde was previously a
partner of E&Y. Hyde is the chairman of Sino's Audit Committee, Hyde, along with Chan,
signed each of the 2007-2010 Annyal Consolidated Finaneial Statements on behalf of Sino’s
board, Hyde is also member of the Compensation and Nominating Committee, Hyde has made
in excess of $2.4 million through the sale of Sino shares. Hyde resides in Ontario, As a board
member, he adopted as his own the false statements made in each of Sino’s annual financial
statements, particularized below, when he signed such statements or when they were signed on
his behalf, As a board member, he caused Sino to make the misrepresentations particularized

below,
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42,  Ardell is a director of Sino, and has held this position since January 2010, Asdell is &
member of Sino's audit committee, Ardell resides in Ontario. As a board member, he adopted
as his own the false statements made in each of Sino’s annual financial statements released while
he was a board meimber, particularized below, when such statements were signedI on his behalf,

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

43,  Bowland was a director of Sino from Februa_ry_.?_()ll until }_ﬁs resignation from the Board
of Sino in November 2011. While on Sino’s Board, Bowland was a member of Sino’s Audit
Committee. He was formerly an employee of a predecessor fo E&Y, Bowland resides in
Ontario. As a board member, he adopted as his own the false statements made in each of Sino’s
annual financial statements released while he was e board member, particularized below, when
such statements were signed on his behalf. As.a board member, he caused Sino to make the

misrepresentations particularized below,

44,  West is a director of Sino, and has held this position since February 2011. West was
previously a partner at E&Y. West i3 a member of Sino’s Audit Committee, West resides in
Ontario. As a board member, he adopied as his own the false statements made in each of Sino’s
annual financial statements released while he was a board member, particularized below, when
such statements were signed on his behalf, As a board member, he caused Sino to make the

misrepresentations particularized below,

45,  As officer and/or directors of Sino, the Individual Defendants were fiduciaries of Sino,
and they made the misrepresentations atleged herein, adopted such misrepresentations, and/or
caused Sino to make such misrepresentations while they were acting in their capacity as

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

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

46, At all material times, Sino maintained the Code, which governed Sino’s employees,
officers and directors, including the Individual Defendants. The Code stated that the members of
senior management “ar¢ expected to lead according to high standards of ethical conduet, in both
words and actions,..” The Code further required that Sino representatives act in the best
interests of shareho lders, corporate opportunities not be used for personal gain, no one frade in
Sino sccurities based on undisclosed knowledge stemming from their position or employment
with Sino, the company's books and records be honest and accurate, conflicts of interest be
avoided, and any violations or suspected violations of the Code, and any concerns regarding
accounting, financial statement disclosure, internal accounting or disclosure controls or auditing

matters, be reported,

47.  E&Y has been engaged as Sino’s auditor since August 13, 2007, E&Y was also engaged
as Sino's auditor from Sino’s creation through February 19, 1999, when E&Y abruptly resigned
during audit season and was replaced by the now-defunct Arthur Andersen LLP, E&Y was also
Sino’s auditor from 2000 to 2004, when it was replaced by BDO. E&Y is an expert of Sino

within the meaning of the Securities Legislation,

48, E&Y, in providing what it purported to be “audit” services to Sino, made statements that
it knowingly intended to be, and which were, disseminated to Sino’s current and prospective
security holders, At all material times, E&Y was aware of that class of persons, intended to and
did communicate with them, and intended that that class of persons would rely on E&Y’s

statements relating to Sino, which they did to their detriment.
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49,  E&Y consented to the inclusion in the June 2009 and December 2009 Prospectuses, as
well asthe July 2008, June 2009, December 2009 and October 2010 Offering Memoranda, of its
audit reports on Sino’s Annual Financial Statements for various years, as alleged more

particularly below,

50, BDO is the successor of BDO McCabe Lo Limited, the Hong Kong, China based
auditing firm that was engaged as Sino’s auditor during the period of March 21, 2005 through
August 12, 2007, when they resigned at Sino’s request, and were replaced by E&Y. BDO is an

expert.of Sino within the meaning of the Securities Legislation.

51.  During the term of its service as Sino's au&itor, BDO provided what it purported to be
“audit” services to-Sino, and in the course thereof made statements that it knowingly intended fo
be, and which were, disseminated to Sino's current and prospective security holders, At all
material times, BDO was aware of that class of persons, intended to and did communicate with
them, and intended that that class of persons rely on BDO’s siatements relating to Sino, which

they did to their detriment.

52, BDOQ consented to the inclusion in each of the June 2007 and December 2009
Prospectuses and the July 2008, June 2009 and December 2009 Offering Memoranda, of'its audit

reports on §ino's Annual Financial Statements for 2005 and 2006,

53, E&Y and BDO’s annual Auditors’ Report was made “to the shareholders of Sino-Forest
corporation,” which included the Class Members, Indeed, s, 1000.11 of the Handbook of the
Canadian Institute of Chartered Accountants states that “the objective of financial statements for
profit-oriented enterprises foeuses primarily on the information needs of investors and creditors”

[emphasis added].
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54,  Sino’s shareholders, including numerous Class Members, appointed E&Y as auditors of
Sino-Forest by shareholder resolutions passed on various dates, including on June 21, 2004, May

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

55, Sino’s shareholders, cluding numerous Class Members, appointed BDO as auditors of

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

56.  During the Class Period, with the knowledge and consent of BDO or E&Y (as the case
may be), Sino’s audited annual financial statements for the years ended December 31, 2006,
2007, 2008, 2009 and 2010, together with the report of BDO or E&Y thereon (as the case may
be), were presented to the shareholders of Sino (including numerous Class Memibers) at annual
meetings of such shareholders held in Toronto, Canada on, respectively, May 28, 2007, May 26,

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

finanoial statements constituted Impugned Documents,

57,  P8yry is an infernational forestry consulting firm which purported to provide certain
forestry consultation services to Sino. P&yry is an expert of Sino within the meaning of the

Securities Legislation,

58, Pdyry, in providing what it purported to be “forestry consulting” services to Sino, made
statements that it knowingly intended to be, and which were, disseminated to Sino®s current and
prospective security holders, At all material times, Péyry was aware of that class of persons,
intended to and did communicate with them, and intended that that class of persons would rely

on Pdyry’s statements relating to Sino, which they did to their detriment.
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59.  P8yry consented to the inclusion in the June 2007, June 2009 and December 2009
Prospectuses, as well as the July 2008, June 2009, December 2009 and October 2010 Offering

Memoranda, of its various reports, as detailed below in paragraph @,

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

more of the Offerings,

61.  In connection with the distributions conducted pursuant to the June 2007, June 2009 and
Decernber 2009 Prospectuses, the Underwriters who underwrote those distributions were paid,
respectively, an aggregate of approximately $7.5 million, $14.0 million and $14.4 million in
underwriting commissions. [n connection with the offerings of Sino’s notes in July 2008,
December 2009, and October 2010, the Underwriters who underwrote those offerings were paid,
respectively, an aggregate of approximately US$2.2 million, UUS$8.5 miltion and $US6 million,
Those commissions were paid in substantial part as consideration for the Underwriters'

purported due diligence examination of Sino’s business and affairs,

62.  None of the Underwriters conducted a reasonable investigation into Sino in connection
with any of the Offerings. None of the Underwriters had reasonable grounds to believe that there
was no misrepresentation in any of the Impugned Documents. In the circumstances of this case,
including the facts that Sino operated in an emerging economy, Sino had entered Canada’s
capital markets by means of a reverse merger, and Sino had reported extraordinary results over
an extended period of time that far surpassed those reported by Sinc’s peers, the Underwriters all
ought to have exercised heightened vigilance and caution in the course of discharging their duties
to investors, which they did not do. Had they done so, they would have uncovered Sino’s true
nature, and the Class Members to whom they owed their duties would not have sustained the

losses that they sustained on their Sino investments,
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Y. THE OFFERINGS

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

during the Class Period. In particular:

(a)

(b)

(©)

On June 5, 2007, Si_no issued and filed with SEDAR the June 2007 Prospectus
pursuant to which Sino distributed to the public 15,900,000 common shares at a
price of $12.65 per share for gross proceeds of $201,135,000, The June 2007
Prospectus incorporated by reference Sino’s: (1) 2006 AIF; (2} 2006 Audited
Anmual Financial Statements; (3) 2006 Annual MD&A; (4) Management
Information Circular dated April 27, 2007; (5) Q1 2007 Financial Statements; and
(6) Q1 2007 MD&A;

On July 17, 2008, Sino issued the July 2008 Offering Memorandurn pursuant to
which Sino sold through private placement US$345 million in aggregate principal
amount of convertible senior notes due 2013. The July 2008 Offering
Memorandum inchuded: (1)} Sino’s Consolidated Annual Financial Statements for
2005, 2006 and 2007; (2) Sino's unaudited interim financial statements for the
three-month periods ended March 31, 2007 and 2008; (3) the section of the 2007
AIlF entitled “Audit Committee” and the charter of the Audit Committee attached
as an appendix to the 2007 AIF; and (4) the Poyry report entitled “Sino-Forest
Corporation Yaluation of China Forest Assets Report as at 3t December 2007”
dated March 14, 2008:

On June 1, 2009, Sino.issued and filed with SEDAR the June 2009 Prospectus
pursuant to which Sino distributed to the public 34,500,000 common shares at a
price of $11.00 per share for gross proceeds of $379,500,000, The June 2009
Prospectus incorporated by refersnce Sino's: (1) 2008 AIF; (2) 2007 and 2008
Annual Consolidated Financial Statements; (3) Amended 2008 Annual MD&A
(4) QI 2009 MD&A; (5) Q1 2008 and 2009 Financial Statements; (6) Q1 2009
MDé&A,; (7) Management Information Circular dated April 28, 2009; and (8) the
P&yry report titled “Valuation of China Forest Corp Assets As at 31 December
2008" dated April 1, 2009;
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(d)

(¢)

On June 24, 2009, Sino issued the June 2009 Offering Memorandum for exchange
of certain of its then outstanding senior notes due 2011 with new notes, pursuant
to which Sino issued US$212,330,000 in aggregate principal amount of 10.25%
Guaranteed Senjor Notes due 2014, The June 2009 Offering Memorandum
incorporated by reference: (1) Sino’s 2005, 2006 and 2007 Consolidated Annual
Financial Statements; (2) the auditors’ report of BDO dated March 19, 2007 with
respect to Sino’s Consolidated Annual Financial Statements for 2005 and 2006;
(3) the auditors’ report of E&Y dated March 12, 2008 with respect to Sino's
Consolidated Annual Financial Statements for 2007 except as to notes 2, 18 and
23; (4) Sino’s Consolidated Annual Financial Statements for 2007 and 2008 and
the auditors’ report of E&Y dated March 13, 2009; (5) the section entitled “Audit
Committee” in the 2008 AIF, and the chatter of the Audit Committee attached as
an appendix to the 2008 AlF; and (6) the unaudited interim financial statements
for the three-month periods ended March 31, 2008 and 2009;

On December 10, 2009, Sino issued the December 2009 Offering Memorandum
pursuant to which Sino sold through private placement US$460,000,000 in
aggregate principal amount of 4,25% convertible senior notes due 2016, This
Offering Memorandum incorporated by reference: (1) Sino’s Consolidated
Annual Financial Statements for 2005, 2006, 2007; (2) the auditors’ report of
BDO dated March 19, 2007 with respect to Sino’s Annual Financial Statements
for 2005 and 2006; (3) the auditors’ report of E&Y dated March 12, 2008 with
respect to Sino’s Consolidated Annual Financial Statements for 2007, except as to
notes 2, 18 and 23; (4) Sino’s Consolidated Annual Financial Statements for 2007
and 2008 and the auditors’ report of E&Y dated March 13, 2009; (5) the
unaudited interim consolidated financial statements for the nine-month petiods
ended September 30, 2008 and 2009; (6) the section entitled “Audit Cominittee”
in the 2008 AIF, and ;the charter of the Audit Committee attached to the 2008
AIF; (7) the Péyry report entitled “Sino-Forest Corporation Valuation of China
Forest Assets as at 31 December 2007”; and.(8) the Pyry report éntitled “Sino-
Forest Corporation Valuation of China Forest Corp Assets as at 31 December
2008 dated April 1, 2009;
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(8)

(h)

.y

On December 10, 2009, Sino issued and filed with SEDAR the December 2009
Prospectus (together with the June 2007 Prospectus and the June 2009 Prospectus,
the “Prospectuses™) pursuant to which Sino distributed to the public 21,850,000
common shares at a price of $16,80 per share for gross proceeds of $367,080,000.
The December 2009 Prospectus incorporated by reference Sino's: (1) 2008 AIF;
(2) 2007 and 2008 Annual Consolidated Financial Statements; (3) Amended 2008
Annual MD&A; (4) Q3 2008 and 2009 Financial Statements; (5) Q3 2009
MD&A; (6) Management Information Circular dated April 28, 2009; and (7) the
P&yry report titled “Valuation of China Forest Corp Assets As at 31 December
2008” dated April 1, 2009;

On February 8, 2010, Sino closed the acquisition of substantially all of the
outstanding common shares of Mandra Forestry Holdings Limited. Concurrent
with this acquisition, Sino completed an exchange with holders of 99.7% of the
USD§195 million notes issued by Mandra Forestry Finance Limited and 96.7% of
the warrants issued by Mandra Forestry Holdings Limited, for new 10.25%
guaranteed senior notes issued by Sino in the aggregate principal amount of
USD$187,177,375 with a maturity date of July 28, 2014. On February 11, 2010,
Sino exchanged the new 2014 Senior Notes for an additional issue of
USD$187,187,000 in aggregate principal amount of Sino’s existing 2014 Senior

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

On October 14, 2010, Sino issued the October 2010 Offering Memorandum
pursuant to which Sino sold through private placement US$600,000,000 in
aggregate principal amount of 6,25% pguaranteed senior notes due 2017, The
October 2010 Offering Memorandum incorporaied by reference: (1) Sino's
Consolidated Annual Financial Statemenis for 2007, 2008 and 2009; (2) the
auditors’ report of E&Y dated March 15, 2010 with respect to Sino’s Annual
Financial Statements for 2008 and 2009; and (3) Sino's unaudited interim
financial statements for the six-month periods ended June 30, 2009 and 2010,
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64,  The offering documents referenced in the preceding paragraph included, or incorporated
other documents by reference that included, the Representation and the other misrepresentations
in such doouments that are particularized elsewhere herein, Had the truth in regard to Sino’s
management, business and affairs been timely disclosed, securities regulators likely would not

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

65,  Bach of Chan, Horsley, Martin and Hyde signed the June 2007 Prospectus, and therein
falsely certified that that prospectus, together with the documents incorporated therein by
reference, constituted full, true and plain disclosure of all material facts relating to the securities
offered thereby. Each of Dundee, CIBC, Merrill and Credit Suisse also signed the June 2007
Prospectus, and therein falsely certified that, to the best of its knowledge, information and belief,
that prospectus, togcther with the documents incorporated therein by reference, constituted full,
true and plain disclosure of all material facts relating to the securities offered thereby,

66,  Each of Chan, Horsley, Martin and Hyde signed the June 2009 Prospectus, and therein
falsely certified that that prospectus, together with the documents incorporated therein by
reference, constituted full, true and plain disclosure of all material facts relating to the securities
offered thereby, Each of Dundee, Merrill, Credit Suisse, Scotia and TD also signed the June
2009 Prospectus, and therein falsely certified that, to the best of its knowledge, information and
belief, that prospectus, together with the documents incorporated therein by reference,
constituted full, true and plain disclosure of all material facts relating to the securities offered
thereby.

67.  Each of Chan, Horsley, Martin and Hyde signed the December 2009 Prospectus, and
therein falsely certified that that prospectus, together with the documents incorporated therein by

reference, constituted full, true and plain disclosure of all material facts relating to the securities
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offered thereby. Each of Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison,
Canaccord and TD also signed the December 2009 Prospectus, and therein falsely certified that,
to the best of its knowledge, information and belief, that prospectus, together with the documents
incorporated therein by reference, constituted fall, true and plain disclosure of all material facts
relating to the securities offered thereby.,

68.  E&Y consented to the inclusion in: (1) the June 2009 Prospectus, of its audit reports on
Sing’s Audited Annual Financial Statements for 2007 and 2008; (2) the December 2009
Prospectus, of its audilt reports on Sino’s Audited Annual Financial Statements for 2007 and
2008; (3} the July 2008 Offering Memorandum, of its audit reports on Sino’s Audited Annual
Financial Statements for 2007, and its adjustments fo Sino’s Audited Annual Financial
Statements for 2005 and 2006; (4) the December 2009 Offering Memorandum, of its audit
reports on Sino's Audited Annual Financial Statements for 2007 and 2008; and (5) the October
2010 Offering Memoranda, of its audit reports on Sino'.s Audited Annual Financial Statements

for 2008 and 2009,

69, BDO consented to the inclusion in each of the June 2007 and December 2009
Prospectuses and the July 2008, June 2009 and December 2009 Offering Memoranda of its audit

reports on Sino’s Audited Annual Rinancial Statements for 2006 and 2005,

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

misrepresentations related to:
A, Sino’s history and fraudulent origins;
B. Sino's forestry assets;

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

E. Sino’s relationships with its “Authorized Intermediaries;”

F. Sino’s cash flows;

G. Certain risks to which Sino was exposed; and

H. Sino’s.compliance with GAAP and the Auditors’ complliance with GAAS.

A, Misrepresentations relating te Sino’s History and Fraudulent Origins

i) Sino Overstates the Value of, and the Revenues Generated by, the Leizhou Joint
Ventyre

71. At the time of its founding by way of reverse merger in 1994, Sino’s business was
conducted primarily through an equity joint venture between Sino’s Hong Kong subsidiary,
Sino-Wood Partners, Limited (“Sino~-Wood™), and the Leizhou Forestry Bureau, which was
sitvated in Guangdong Province in the south of the PRC. The name of the venture was
Zhanjiang Leizhou Eucalyptus Resources Development Co. Ltd, (“Leizhou”), The stated

purpose of Leizhou, established in 1994, was:

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

72.  There are two types of joint ventures in the PRC relevant to Sino: equity joint ventures
(*EJV™) and cooperating joint ventures (“CJIV™), In an EJV, profits and assets are distributed in
proportion to the parties’ equity holdings upon winding up. In a CJV, the parties may contract to

divide profits and assets disproportionately to their equity interests.



73, According to a Sino prospectus issued in fanuary 1997, Leizhou, an EJV, was responsible
for 20,000 hectares of the 30,000 hectares that Sino claimed to have “phased-in,” Leizhou was

the key driver of Sino’s purported early growth,

74.  Sino claimed to hold 53% of the equity in Leizhou, which was to total US$10 million,

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

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

contribute.a mere 3,533 ha,

75.  What was also unknown to investors was that Leizhou did not generate the sales claimed
by Sino. More particularly, in 1994, 1995 and 1996, respectively, Sino claimed to have
generated US$11.3 million, US$23.9 million and US$23.1 million in sales from Leizhou, In

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

76, 1Indeed, in an undisclosed letter from Leizhou Forestry Bureau to Zhanjiang City Foreign
and Economic Relations and Trade Commission, dated February 27, 1998, the Bureau

complained:

To: Zhanjiang Municipal Foreign Economic Relations & Trade Commission

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

1, [nformation ofthe investment of bath sides
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The investment of our side; according to the contract and articles of
association signed by both sides and approved by your commission, our
side has paid in RMB95,481,503,29 (equivalent to USD11,640,000,00) to
the Joint Venture on 20" June 1995 through an in-kind contribution, The
payment was made in accordance with the prescribed procedures and
confirmed by signatures of the legal representatives of both parties.
According to the Capital Verification Report from Yuexi (BFH)
Accounting Firm, this payment accounts for 99.1% of the agreed capital
contribution from our side, which is USD11,750,000, and accounts for
46.56% of the total investment,

The investment of the foreign party: the foreign party has paid in
USD 1,000,000 on 16™ March 1994, which was in the starting period of the
JToint Venture. According to the Capital Verification Report from Yuexi
(B27H) Accounting Firm, this payment only accounts for 7.55% of the
agreed capital contribution from the foreign party totaling
USD 13,250,000, and accounts for 4% of the total investment, Then, in the
prescribed investment period, the foreign party did not further pay capital
into the Joint Venture. In view of this, your commission sent a “Notice on
Time for Capital Contribution” to the foreign party on 30" January 1996,
In accordance with the notice, the foreign party then on t0™ April sent a
letter to your commission, requesting for postponing the deadline for
capital contribution to 20" December the same year, On 14" May 1996,
your commission replied to Allen Chan (FR{ZJR), the Chairman of the
Joint Venture, stating that “postponement of the deadline for capital
contribution is subject to the consent of our side and requires amendment
of the term on the capital contribution time in the original contract, and
both parties shall sign a bilateral supplementary contract; after the
application has been approved, the postponed deadline will become
effective,”. Based on the spirit of the letter dated (4™ May from your
commission and for the purpose of achieving mutual communication and
dealing with the issues of the Joint Venture actively and appropriately, on
[ 1™ Fune 1996, Chan Shixing ([§iIH%) and two other Directors from our
side sent a joint letter to Allen Chan (JR{E5), the Chairiman of the Joint
Venture, to propose a meeting of the board to be convened before 30™
June 1996 in Zhanjiang, in order to discuss how to deal with the issues of
the Joint Venture in accordance with the relevant State provisions.
Unfortunately, the foreign party neither had discussion with our side
pursuant to your commission’s [etter, nor replied to the proposal of our
side, and furthermore failed to make payment to the Joint Venture. Now, it
has been two years beyond the deadline for capital contribution (29"
January 1996), and more than one year beyond the date prescribed by the
Notice on Time for Capital Contribution issued by your commission (30"
April 1996), However, the foreign party has been evading the discussion
of the capital contribution issue, and moreover has taken no further action.
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I1. The Joint Venture is not capable of attaining substantial
operation

According to the contract and articles of association, the main purposes of
setting up the Joint Venture are, on the one hand, to invest and construct a
project producing 50,000 cubic meter Medium Density Fiberboard (MDF)
a year; and on the other hand, to create a forest base of 120,000 mu, with
which to produce 80,000 cuble mcter of timber as raw material for the
production of medium density fiberboard. The contract and articles of
assoeiafion also prescribed that the whole funding required for the MDF
board project should be paid by the foreign party in-cash; our side should
pay in-kind the proportion of the fund prescribed by the contract. After
contributing capital of USDI1,000,000 in the early stage, the foreign
party not only failed to make subsequent capital contributions, but also
In fhelr own name successively withdrew a total amount of
RMB4,141,045.02, from the funds they confributed, of which
USD270,000 was paid to Huadu Balxing Wood Producls Faclory
(TEERTERCRGIR ), which has no buslness relationship with the
Joink Venture. This amount of money equals 47.6% of [the forelgn
party’sf paid in capital, Although our side has almost paid off the agreed
capital contribution (only short 0.9% of the total committed), due to the
limited contribution from the foreign parly and the fact that they
withcrew a huge amount of money from those funds originally
contributed by them, it is Impossible for the Joint Venture to construct or
set up production profects and to commence production operation while
the funds have been insufficlent and the foreign party did not pay In the
majo rily of the subscribed capital. In fact, the Joint Venture therefore is
merely a shell, existing In name only.

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

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

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

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

Please let us have your reply on whether the above is in order,
The Seal of the Leizhou Forestry Bureau
1998, February 27
[Translation; emphasis added. ]

77.  Inits 1996 Annual Financial Statements, Sino stated:

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

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

was wodnd—up in 1998,

79. At all material times, Sino's founders, Chan and Poon, were fully aware of the reality
relating (o Leizhou, and knowingly misrepresented the true status of Leizhou, as well as its true

revenues and profits,

(i) Sino's Fictitious Investment in SJXT
80. In Sino’s audited financial statements for the year ended December 31, 1997, filed on

SEDAR on May 20, 1998 (the *1997 Financial Statements™), Sino stated that, in order to
establish strategic partnerships with key local wood product suppliers and to build a strong
distribution for the wood-based product and contract supply businesses, it had acquired a 20%

equity interest in “Shanghai Jin Xiang Timber Ltd,” (*SJXT™). Sino then described SJIXT as an
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EJV that had been formed in 1997 by the Ministry of Forestry in China, and declared that its
funetion was to organize and manage the first and only official market for timber and log trading
in Eastern China. It further stated that the investment in SIXT was expected to provide the
Company with good accessibility to a large base of potential customers and companies in the

timber and log businesses in Eastern China,

81,  Thete is, in fact, no entity known as “Shanghai Jin Xiang Timber Ltd,” While an entity
called “Shanghai Jin Xiang Timber Wholesale Market” does exist, Sino did not have, as claimed

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

82. According to the 1997 Audited Annual Financial Statements, the total investment of
SJXT was estimated to be US$9.7 million, of which Sino would be required to contribute
approximately US$1.9 million for a 20% equity interest. The 1997 Audited Annual Financial
Statements stated that, as at December 31, 1997, Sino had made capital contributions to SJXT in
the amount of US$1,0 million. In Sino’s balance sheet as at December 31, 1997, the SXJT

investment ‘was shown as an asset of $1.0 million.

83, In October 1998, Sino announced an Agency Agreement with SIXT. At that time, Sino
stated that it would provide 130,000 m® of various wood products to SJXT over an 18 month
period, and that, based on then-current market prices, it expected this contract to generate
“significant revenue" for Sino-Forest amounting to approximately $40 million, The revenues
that were purportedly anticipated from the SIXT contract were highly material to Sino, Indeed,

Sino's total reported revenues in 1998 were $92,7 million,

84, In Sino’s Audited Annual Financial Statements for the year ended December 31, 1998,
which statements were filed on SEDAR on May 18, 1999 (the “1998 Financial Statements™),

Sino again stated that, in 1997, it had acquired a 20% equity interest in SJIXT, that the total
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investment in SIXT was estimated to be US$9.7 million, of which Sino would be required to
coniribute approximately $1.9 million, tepresenting 20% of the registered capital, and that, as at
December 31, 1997 and 1998, Sino had made contl‘ibutic;ns in the amount of US$1.0 million to
SIXT, In Sino’s balance sheet as at December 31, 1998, the SXJT investment was again shown

as an asset of US$!.0 million,

85, Sino also stated in the 1998 Audited Annual Financial Statements that, during 1998, the
sale of logs and lumber to SIXT amounted to approximately US$537,000. These sales were

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

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

constituted a “promising new opportunity.” Chan explained that:

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

The Shanghal Timber Market is Important to Sino-Forest as a generator of
significant new revenue, In addition to supplylng various forest products fo the
market frons our own operations, our direct participation in SIXT increases our
activities In sourcing a wide range of other wood products both from inside
China and internationally,

The Shanghai Timber Market is aiso very beneficial to the development of the
Jorest products Industry In Clilna because it is the first forest products national
sub-market in the eastern region of the country.

[-]

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

[Emphasis added.]
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87.

Chan also stated in the 1998 Annual Repott that the “Agency Agreement with SIXT is]

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

88,

89,

20,

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

Increase In sales of 219% from $11.7 million In 1998 to $37.2 milllon In 1999 (én1phasis

In Sino’s Annual Report for 1999, Sino stated:

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

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

[Emphasis added,]
In Sino’s MD&A for the year ended December 31, 1999, Sino also stated that:

Sales from lumber and wood products trading increased 264% to 334.2 milllon
compared (0 $9.4 million in 1998, The Increase in lumber and wood products
trading is adtrlbutable largely to the Increase In new business generated from
our investment in Shanghai Jin Xiang Timber Lid, (SJXT) and a larger sales
Sforce in 1999, Lumber and wood products trading on an agency basis has
increased 35% from $2.3 million in 1998 to $3.1 million in 1999, The increase in
commission income on lumber and wood products trading is attributable to
approximately $1.8 million of fees earned from a new customer.

[Emphasis added.]

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

added).

91.

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

In Sino’s Audited Annual Financial Statements for the year ended December 31, 1999,

Sino stated:
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92,

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

Tt

During the year, Shanghai Jin Xiang Timber Ltd, [“SIXT”] applied to increase
the original total capital contributions of $868,000 [Chinese renminbi 7.2
million] to $1,509,000 [Chinese renminbi 12,5 million]. Sino-Wood is required to
make an additional contribution of $278,000 as a result of the increase in total
capital contributions, The additional capital contribution of $278,000 was made
in 1999 increasing its equity interest in SIXT from 27.8% to 34.4%. The
principal activity of SIXT is to organize trading of timber and logs in the PRC
market,

[Emphasis added,]

The statements made in the 1999 Financial Statements contradicted Sino’s prior

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

93,
1999, §796,000...advances to SJXT remnained outstanding, The advances to SIXT were
unsecured, non-interest bearing and without a fixed repayment date.” Thus, asswining that Sino’s
contributions to STXT were actually made, then Sino’s prior statements in relation to SIXT were

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

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

Sino had made to SIXT, a related party, a non-interest bearing loan of $796,000,

94,

which statements were filed on SEDAR on May 18, 2000 (the “2000 Financial Statements™),

In Sino’s Audited Annual Financial Statements for the year ended December 31, 2000,

Sino stated;

In 1999, Shanghai Jin Xiang Timber Ltd, (“SIXT") applied to increase the
original total capital contributions of $368,000 [Chinese renminbi 7.2 million] to
$1,509,000 [Chinese renminbi 12.5 million]. Sino-Wood is required to make an
additional contribution of $278,000 as a result of the increase in total capital
contributions, The additional capital contribution of $278,000 was made in 1999
increasing its equity interest in SIXT from 27.8% to 34.4%. The principal activity
of SIXT is to organize the trading of timber and logs in the PRC market, During
the year, advances to STXT of $796,000 were repaid.
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93, In Sino’s balance sheet as at December 31, 2000, the SJXT investment was shown as an
asset of $519,000, being the sum of Sino’s purported SIXT investment of $1,315,000 as at
December 31, 1999, and the $796,000 of “advances” purportedly repaid to Sino by SJXT during

the year ended December 31, 2000,

96,  In Sino’s Annual Reports (including the audited annual financial statements contained
therein) for the years 2001 and beyond, there is no discussion whatsoever of SIXT. Indeed,
Sino’s “promising” and “very significant” investment in SJXT simply evaporated, without
explanation, from Sino’s disclosure documents, In fact, and unbeknownst to the public, Sino
never invested in a company called “Shanghai Jin Xiang Timber Ltd.” Chan and Poon knew, or

were reckless in not knowing of| that fact.

97. At all material times, Sino’s founders, Chan and Poon, were fully aware of the reality
relating to STXT, and knowingly misrepresented the true status of SJXT and Sino’s interested

therein,

(i} Sino’s Materially Deficient and Misleading Class Period Disclosures regarding
Sino's History

98.  During the Class Period, the Sino disclosure documents identified below purported to
provide investors with an overview of Sino’s history. However, those disclosure documents, and
indeed all of the Impugned Documents, failed to disclose the material fact that, from its very
founding, Sino was a fraud, inasmuch as its purportediy key investments in Leizhou and SJXT

were either grossly inflated or fictitious,

99.  Accordingly, the statements particularized in paragraphs 100 to 104 below were
misrepresentations, The misleading nature of such statements was exacerbated by the fact that,

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

Sino’s senior management and Board.

100,

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

In the Prospectuses, Sino described its history, but did not disclose that the SIXT

overstated,

101,

- 102,

103,

In particular, the June 2007 Prospectus stated merely that:

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

Similarly, the June 2009 Prospectus stated only that:

" The Corporation was formed under the Business Corporations At (Ontario) upon

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

Finally, the December 2009 Prospectus stated only that:

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

104, The failure to disclose the true nature of, and/or 8ino’s revenues and profits .from, SIXT
and Leizhou in the historical narrative in the Prospectuses rendered those Prospectuses materially
false and misleading. Those historical facts would have alerted persons who purchased Sino
shares under the Prospectuscs, and/or in the secondary markets, to the highly elevated risk of
investing in a company that continued to be controlled by Chan and Poon, both of whom were
founders of Sino, and both of whom had knowingly misrepresented the true nature of Leizhou
and SJXT from the time of Sino's creation. Thus, Sino was required to disclose those historical
facts to the Class Members during the Class Period, but failed to do so, either in the Progpectuses

or in any other Impugned Document.

B. Misrepresentations relating to Slno's Forestry Assefs
(i) Sino Overstates ifs Yunnan Forestry Assets
105, 1In a press release issued by Sino and filed on SEDAR on March 23, 2007, Sino

announced that it had entered into an agreement to sell 26 million shares to several institutional
investors for éross proceeds of US5200 million, and that the proceeds would be used for the
acquisition of standing timber, including pursuant to a new agreement to purchase slanding
timber in Yunnan Province. It further stated in that press release that Sino-Panel (Asia) Inc,
(*Sino-Panel™), a wholly-owned subsidiary of Sino, had entered on that same day into an
agreement with Gengma Dai and Wa Tribes Autonomous Region Forestry Company Ltd.,
(“Gengma Forestry”) established in Lincang City, Yunnan Province in the PRC, and that, under

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

million to US$1.4 billion over a 10-year period,

106, These same terms of §ino’s Agreement with Gengma Forestry were disclosed in Sino's
Q1 2007 MD&A. Moreover, throughout the Class Period, Sino discussed its purported Yunnan
acquisitions in the Impugned Documents, and Pyry repeatedly made statements regarding said

holdings, as partieu larized below.

107. The reported acquisitions did not take place. Sino overstated to a material degree the size
and value of its forestry holdings in Yunnan Province, It simply does not own all of the {rees it

claims to own in Yunnan, Sino’s overstatement of the Yunnan forestry assets violated GAAP,

108, The misrepresentations about Sino’s acquisition and holdings of the Yunnan forestry
assets were made in all of the Impugned Documents that were MD&As, financial statements,
AlFs, Prospectuses and Offering Memoranda, except for the 2005 Audited Annual Financial
Statements, the QI 2006 interim financial statements, the 2006 Audited Annual Financial

Staternents, the 2006 Annual MD&A,

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

109, In mid-2010, Sino became a imajority shareholder of Greenheart Group Ltd,, a Bermuda
corporation having its headquarters in Hong Kong, China and a listing on the Hong Kong Stock

Exchange ("Greenheart”),

110.  In August 2010, Greenheart issued an aggregate principai amount of U§$25,000,000
convertible notes for gross proceeds of US$24,750,000. The sole subscriber of these convertible

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

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

111, On August 24, 2010 and December 28, 2010, Greenheart granted to Chan, Martin and
Murray options to purchase, respectively, approximately 6.8 miliion, 6.8 million and 1.1 million

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

112.  As at March 31, 2011, General Enterprise Management Services International Limited, a
company in which Murray has an indirect interest, held 7,000,000 shares of Greenheart, being

0.9% ofthe total issued and outstanding shares of Greenheart,

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

stood to profit handsomely from any inflation in the market price of Greenheart’s shares,

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

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

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

LEE T3
312,000 hectares now under Greenheart management

Hong Kong, March 1, 2011 ~ Greenheart Group Limited (“Greenheart” or “the
Company”) (HKSE: 00094), an invcstment holding company with forestry assets in
Suriname and New Zealand (subject to certain closing conditions) today announced that
the Company has acquired 60% of Vista Marine Services NV, (“Vista”), a private
company based in Sariname, South America that conirols cettain harvesting rights to a
128,000 hectares hardwood concession, Vista will be rebranded as part of the
Greenheart Groap., This transaction will increase Greenheart’s concessions under
management in Suriname to approximately 312,000 hectares, The cost of this
acquisition is not material to thc Company as a whole but the Company is optimistic
about the prospects of Vista and the positive impact that it will bring. The concession s
located in the Sipalawini district of Suriname, South Amerlca, bordering Lake
Brokopondo and has an estimated annual allowable cut of approximately 100,000
- cublc meters,
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116,

s

Mr. Judson Martin, Chief Executive Officer of Greenheart and Vice-Chairman of Sino-
Forest Corporation, the Company’s controlling shareholder said, “This acquisition is in
line with our growth strategy to expand our footprint in Suriname. In addition to
increased harvestable area, this sequisition will bring synergies in sales, marketing,
administration, finaneial reporting and control, logistics and overall management. [ am
pleased to welcome Mr, Ty Wilkinson to Greenheart as our minority partner, Mr,
Witkinson shares our respect for the people of Suriname and the fand and will be
appointed Chief Executive Officer of this joint venture and be responsibie for operating
in a sustainable and responsible manner, This agquisition further advances Greenheart's
strategy of becoming a global agri-forestry company. We will continue to actively seek
well-priced and sustainable concessions in Suriname and neighboring regions in the
coming months.”

[Emphasis added.]
In its 2010 AIF, filed on SEDAR on March 31, 2011, Sino stated:

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

[Emphasis added.]

The statements reproduced in the preceding paragraph were false andfor materially

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

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

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

concessions uwnder management in Suriname did not exceed 150,000 heetarcs, or Greenheart’s

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

fact not disclosed in any of the Impugned Documents,

117,

In each of the Qctober 2010 Offering Memorandum, the 2010 Annual MD&A, the 2010

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

of 150,000 hectares on Greenheart and its subsidiaries,

118. Finally, Vista’s forestry concessions are located in & region ofSurinamg populated by the
éaramaka, an indigenous people, Pursuant to the American Convention on Human Rights and a
- decision of the Inter-American Court of Human Rights, the Saramaka people must have effective
control over their land, including the management of their reserves, and must be effectively
consulted by the State of Suriname., Sino has not disclosed in any of the Impugned Documents
where it has discussed Greenheart and/or Suriname assets that Vista’s purported concessions in
Suriname, if they exist at all, are impaired due to the unfulfilled rights of the indigenous people
of Suriname, in violation of GAAP. The Impugned Documents that omitted that disclosure were

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

(iii)  Sino everstates its Jlangxi Forestry Assets

119, OnJune 11, 2009, Sino issued a press release in which it stated:

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

Under the Jiangxi Master Agreement, Sino-Panel will, through PRC subsidiaries of Sino-
Forest, acquire between !5 million and |8 million cubic metres {ms) of wood fibre
located in plantations in Jiangxi Province over a three-year period with a price not to
exceed RMB300 per ms, to the extent permitted under the relevant PRC laws and
regulations. The plantations In which such amount of wood fibre to acqulre is between
150,000 and 300,000 hectares to achieve an estimated average wood fibre yield of
approximately 100 mo per hectare, and include tree species such as pine, Chinese fir and
others. Jiangxi Zhonggan will ensure plantation forests sold to Sino-Panel and its PRC
subsidiaries are non-state-owned, non-natural, commereia! plantation forest trees.

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

Sino-Forest Chairman ahd CEQ Allen Chan sald, "We are fortunate to have been able
to capture and support Investment opportunities in China’s developing forestry seclor
by locking up a large amount of fibre at competltive prices, The Jangxi Master
Agreement is Sino-Forest’s fifth, long-ferm, fibre purchase agreement during the past
fwo years. These five agreements cover a fotal plantation area of over one million
kectares in five of China’s most densely forested pravinces,”

[Emphasis added,]
120.  According to Sino’s 2010 Annual MD&A, as of December 31, 2010, Sino had acquired

59,700 ha of plantation trees from Jiangxi Zhonggan Industrial Development Company Limited
(“Zhonggan") for US$269.1 million under the terms of the master agreement. (In its interim
report for the second quarter of 2011, which was issued after the Class Period, Sino claims that,
as at June 30, 2011, this number had increased o 69,100 ha, for a purchase price of US$309.6

million).

121, However, 8s was known to Sino, Chan, Poon and Horsley, and as ought to have been
known to the remaining Individual Defendants, BDO, E&Y and PSyry, Sino’s plantation

acquisitions through Zhonggan are materially smailer than Sino has claimed.

(Iv)  Poyry makes Misrepresentations in relation to Slno's Forestry Assets

122, As particularized above, Sino overstated its forestry assets in Yunnan and Jiangxi
Provinces in the PRC and in Suriname. Accordingly, Sino’s total assets are overstated to a
material degree in all of the Impugned Documents, in violation of GAAP, and each such

statement of Sino’s (wtal assets constitutes a misrepresentation,
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123, In addition, during the Class Period, Pyry and entities affiliated with it made statements

that are misrepresentations in regard to Sino’s Yunnan Province “assets,” namely:

(8)

(b)

(e)

In a report dated March 14, 2008, filed on SEDAR on March 31, 2008 (the 2008
Valuations™), P8yry: (a) stated that it had -determined the valuation of the Sino
forest assets to be US$3.2 billion as at 31 December 2007, (b) provided tables and
figures regarding Yunnan; (c) stated that “Stands in Yunnan range from 20 ha to
1000 ha,” that “In 2007 Sino-Foresi purchased an area of mixed broadicaf forest
in Yunnan Province,” that “Broadleaf forests already acquired in Yunnan are all
mature,” and that “Sino-Forest is embarking on a series of forest
acqu isitions/expansion efforts in Hunan, Yunnan and Guangxi;” and (d) provided
a detailed discussion of Sino’s Yunnan “holdings” at Appendixes 3 and 5,
Péyry's 2008 Valuations were incorporated in Sino’s 2007 Annual MD&A,
amended 2007 Annual MD&A, 2007 AIF, each of the Q1, Q2, and Q3 2008
MD&As, Annugal 2008 MD&A, amended Annual 2008 MD&A, each of the Q1,
Q2 and Q3 2009, annual 2009 MD&A, and July 2008 and December 2009
Offering Memaranda;

In a report dated April I, 2009 and filed on SEDAR on April 2, 2009 (the “2009
Valuations™), Ptyry stated that “[tlhe area of forest owned in Yunnan has
quadrupled from around 10 000 ha to almost 40 000 ha over the past year,”
provided figures and tables regarding Yunnan, and stated that “Sino-Forest has
increased its holding of broadleaf crops in Yunnan during 2008, with this
province containing nearly 99% of its broadleaf resource.” P8yry’s 2009
Valuations were incorporated in Sino’s 2008 AIF, each of the Q1, Q2, Q3 2009
MD&As, Annual 2009 MD&A, June 2009 Offering Memorandum, and June
2009 and December 2009 Prospectuses;

In a “Final Report” dated April 23, 2010, filed on SEDAR on April 30, 2010 (the
“2010 Valuations™), P8yry stated that “Guangxi, Hunan and Yunnan are the three
largest provinces in terms of Sino-Forest’s holdings, The largest change in area

by province, both in absolute and relative terms [sic] has been Yunnan, where the
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(d)

(€)

pese)

area of forest owned has almost (ripled, from around 39 000 ha to almost 106 000
ha over the past year,” provided figures and tables regarding Yunnan, stated that
*“Yunnan contains 106 000 ha, including 85 000 ha or 99% of the total broadleaf
forest,” stated that “the three provinces of Guangxi, Hunan and Yunnan together
contain 391 000 ha or about 80% of the total forest area of 491 000 ha” and that
“la]lmost 97% of the broadleaf forest is in Yunnan,” and provided a detailed
discussion of Sino’s Yunnan “holdings™ at Appendixes 3 and 4. Péyry’s 2010
VYaluations were incorporated in Sino’s 2009 AIF, the annual 2009 MD&A, each
of the QI, Q2 and Q3 2010 MD&As, and the Octeber 2010 Offering

Memorandum;

In a "Summary Valvation Report” regarding “Valuation of Purchased Forest
Crops as at 31 December 2010” and dated May 27, 2011, P6yry provided tables
and figures regarding Yunnan, stated that “[t]hc major changes in area by species
from December 2009 to 2010 has been in Yunnan pine, with acquisitions in
Yunnan and Sichuan provinces” and that “[a]nalysis of [Sino's] inventory data for
broadleaf forest in Yunnan, and coemparisons with an inventory that P8yry
undertook there in 2008 supported the upwards revision of prices applied to the
Yunnan broadleaf large size log,” and stated that “[{}he yield table for Yunnan
pine in Yunnan and Sichuan provinces was derived from data collected in this

species in these provinces by P8yry during other work;” and

In a4 press release titled “Summary of Sino-Forest’s China Forest Asset 2010
Valuation Reports” and which was 'jointly prepared by Sino-Forsst and Pdyry to
highlight key findings and outcomes from the 2010 valuation reports,” Pdéyry
reported on Sino’s “holdings™ and estimated the market value of Sino’s forest
assets on the 754,816 ha to be approximately US$3.1 billion s at December 31,
2010.
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C. Misrepresentations relating to Sino’s Related Party Transactions
(1)  Related Party Transactions Ger;era[ly
. 124, Under GAAP and GAAS, a “related party” exists “when one party has the ability fo

exercise directly or indirectly, control, joint control or significant influence over the other,”
(CICA Handbook 3840.03) Examples include a parent-subsidiary relationship or an entity that

is econoimically dependent upon another,

125. Related parties raise the concern that transactions may not be conducted at arm’s [ength,
and pricing or other terms may not be determined at fair market values. For example, whf_m a
subsidiary “sells’ a1 asset to its parent at a given price, it may not be appropriate that that asset
be reported on the balance sheet or charged against the earnings of the parent at that price,
Where transactions are conducted between arm’s length parties, this concern is. generally not

present,

126, The existence of related party transactions-is important to investors irrespective of the
reported dollar values of the transactions because the transactions may be controlled,
manipulated andfor concealed by management (for example, for corporate purposes or because
fraudulent activity is involved), and because such transactions may be used to benefit
management or persons close to management at the expense of the company, and therefore its

shareholders,

(i)  Sino fails to disclose that Zhonggan was a Related Party
127. Irrespective of the true extent of Zhonggan’s transactions in Jiangxi forestry plantations,

Sino failed to disclose, in violation of GAAP, that Zhonggen was a related party of Sino. More
particularly, according to AIC records, the legal representative of Zhonggan is Lam Hong Chiu,

who is an executive vice president of Sino. Lam Hong Chiu is also a director and a 50%
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shareholder of China Square Industrial Limited, a BV} corporation which, according to AIC

records, owns 80% of the equity of Zhonggan,

128, The Impugned Documents that omitted that disclosure were the Q2 2009 MD&A, the Q2
2009 interim financial statements, the Q3 2009 MD&A, the Q3 2009 interim financial
statements, the Decemnber 2009 Prospectus, the 2009 Annual MD&A, the 2009 Audited Annual
Financial Statements, the 2009 AIF, the QI 2010 MD&A, the Q! 2010 interim financial
statements, the Q2 2010 MD&A, the Q2 2010 interim financial statements, the Q3 2010 MD&A,
the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010 Audited Annual

Financial Statements, and the 2010 AIF,

(tii}  Stno fails fo disclose that Homix was a Related Party

129, On January 12, 2010, Sino issued a press release in which it announced the acquisition by
one of its wholly-owned subsidiaries of Homix Limited (*Homix"), which it described as a
company engaged in research and development and manufacturing of engineered-wood prodycts

in China, for an aggregate amount of US$7.1 million. That press release stated:

HOMIX has an Ré&D laboratory and two engineered-wood production operations based
in Guangzhou and Jiangsu Provinces, covering eastern and southern China wood product
markets. The company has developed & number of new technologies with patent rights,
specifically suitable for domestie plantation logs including poplar and eucalyptus species.
HOMIX specializes In curing, drying and dyeing methods for engineered wood and has
the know-how to produce recomposed wood products and laminated veneer lumber,
Recomposed wood technology is considered to be environment-friendly and versatile as
it uses fibre from forest plantations, recycled wood andfor wood residue. This reduces the
traditional use of large-diameter trees from natural forests. There is growing demand for
recomposed wood technology as it reduces cost for raw material while increases the
utilization and sustatnable use of plantation fibre for the production of furniture and
interior/exterior building materials,

L]

Mr. Allen Chan, Sino-Forest’s Chairman & CEO, said, *As we continue to ramp up our
replanting programme with improved eucalyptus species, it is important for Sino-Forest
to continue investing in the research and development that maximizes all aspects of the
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forest product supply chain. Modernization and improved productivity of the wood
processing industry in China is also necessary given the country’s chronic wood fibre
deficit. Increased use of technology improves operation efficiency, and maximizes and
broadens the use of domestic plantation wood, which reduces the need for logging
domestic natural forests and for importing logs from strained tropical forests, HOMIX
has significant technological capabilities in engineered-wood processing.”

Mr, Chan added, “By acquiring HOMIX, we intend to use six-year eucalyptus fibre
instead of 30-year tree fibre from other species to produce quality lumber using
recomposed technology, We believe that this will help preserve natural forests as well as
improve the demand for and pricing of our planted euealyptus trees.”
130, Sino’s 2009 Audited Annual Financial Statements, Q1/2010 Unaudited Interim Financial
Statements, 2010 Audited Annual Financial Statements, the MD&As related to each of the

aforementioned financial statements, and Sino’s AlFs for 2009 and 2010, each discussed the

acquisition of IMamix, but nowhete disciosed that Homix was in fact a related party of Sino,

131, More partieularly, Hua Chen, a Senior Vice President, Administration & Finance, of Sino
in the PRC, and who joined Sino in 2002, is a 30% shareholder of an operating subsidiary of

Homix, Jiangsu Dayang Wood Co,, Ltd, (“Jiangsu’)

132, In order to persuade current and prospective Sino shareholders that there was a
commercial justification for the Homix acquisition, Sino misrepresented Homix’s patent designs
registered with the PRC State Intellectual Property Office. In particular, in its 2009 Annual

Report, Sino stated:
HOMIX acquisition

Int accordance with our strategy to focus on research and development and to improve the
end-use of our wood fibre, we acquired HOMIX Litd. in January 2010 for $7.1 million.
This corporate scquisition is small but strategically important adding valuable
intellectual property rights and two engineered-wood processing facilities located in
Guangdong and Jiangsu Provinces to our operations, Homix has developed
environment-friendly technology, an efficlent process using recomposed technology to
convert sinall-diameter plantation logs Into building matevials and furniture. Since we
plan to grow high volumes of eucalypt and other FGHY species, this acquisition will help
us achieve our long-term objectives of maximizing the use of our fibre, supplying a
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variety of downstream customers and enhancing economic rural development, [Emphasis
added]

133, However, Homix itself then had no patent designs registered with the PRC State
Intellectual Property Office. At that time, Homix had two subsidiaries, Jiangsu and Guangzhou
Pany Dacheng Woad Co, The latter then had no patent designs registered with fhe PRC State
Intellectual Property Office, while Jiangsu had two patent designs. However, each such design
was for wood dyeing, and not for the conversion of smali-diameter plantation logs into building

materials and furniture.

(iv)  Sino fails to disclose that Yunan Shunxuan was a Related Party
134, In addition, during the Class Period, Sino purportedly purchased approximately 1,600

hectares of timber in Yunnan province from Yunnan Shunxuan Forestry Co. Ltd. Yunnan
Shunxuan was part of Sino, acting under & separate label, Accordingly, it was considered a
telated party for the purposes of the GAAP disclosure requirements, a fact that Sino failed to

disclose,

135, The Impugned Documents that omitted that disclosure were the 2009 Annual MD&A, the
2009 Audited Annual Financial Statements, the 2009 AIF, the Q1 2010 MD&A, the Q1 2010
interim financial statements, the Q2 2010 MD&A, the Q2 2010 interim finaneial statements, the
Q3 2010 MD&A, the Q3 2010 interim financial statements, the 2010 Annual MD&A, the 2010

Audited Annual Financial Statements, and the 2010 AlF.

136, Sino’s failure to disclose that Yunnan Shunxuan was a related party was a violation of

GAAP, and a misrepresentation,

(v} Sino fails lo disclose that Yuda Wood was a Related Party
137, Huaihua City Yuda Wood Co, Ltd,, based in Huaihua City, Hunan Province (“Yuda

Wood”), was a major supplier of Sino at material times. Yuda Wood was founded in April 2006
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and, from 2007 until 2010, its business with Sino totalled approximately 152,164 Ha and RMB

4,94 billion.

138, During that period, Yuda Wood was a related party of Sino, Indeed, in the Second
Repott, the IC acknowledged that “there is evidence suggesting close cooperation [between
Sing and Yuda Weod] (including administrative assistance, possible payment of capiial af the
time of establishment, joint control of certain of Yuda Wood’s RMB bank accounts and the
rumerous emails indicating coordination of funding and other business activities)” [emphasis

added.]

139.  The fact that Yuda Wood was a related party of Sino during the Class Period was a
material fact and was required to be disclosed under GAAP, but, during the Class Period, that

fact was not disclosed by Sino in any of the Impugned Documents, or otherwise.

(vi)  Sino fails fo Disclose that Major Suppliers were Related Parties
140, At material times, Sino had at least thirteen suppliers where former Sino employees,
consultants or secondees are or were directors, officers and/or shareholders of one or more such

suppliers. Due to these and other connections between these suppliers and Sino, some or all of

such suppliers were in fact undisclosed related parties of Sino.

141, Including Yuda Wood, the thirteen suppliers referenced above accounted for 43% of

Sino’s purported plantation purchases between 2006 and the first quarter of 2011,

142, In none of the lmpugned Documents did Sino disclose that any of these suppliers were
related parties, nor did it disclose sufficient particulars of its relations with such suppliers as

would have enabled the investing public to ascertain that those suppliers were related parties.
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D. Misrepresenitations relating to Sino’s Relations with Forestry Bureaus and its
Purported Title to Forestry Assets in the PRC

143, 1In at least two instances during the Class Period, PRC forestry bureau officials were
either concurrently or subsequently employees of, or consultants to, Sino, One forestry bureau
assigned employees to Sino~and other companies to assist in the development of the forestry

industry in its jurisdiction,

144, In addition, a vice-chief of the forestry bureau was assigned to work closely with Sino,
and while that vice chief still drew a basic salary from the forestry bureau, he aléo acted as a
consultant to Sino in the condﬁct of Sinc's business, This arrangement was in place for several
years. That vice-chief appeared on Sino's payroll from January 2007 with a monthly payment of

RMB 15,000, which was significant compared with his forestry bureau salary.

145, In addition, at material times, Sino and/or its subsidiaries andfor its suppliers made cash
payments and gave “gifts” to forestry bureau officals, which potentially constituted a serious
criminal offence under the laws of the PRC. At least some of these payments and gifts were
made or given in -order to induce the recipicnts to issue “confirmation letters” in relation to
Sino’s purported holdings in the PRC of standing timber, These practices utterly compromised

the integrity of the process whereby those “confirmation letters” were obtained.

146,  Further, a chief of & forestry bureau who had authorized the issuancc of confirmations to
Sino was arrested due to corruption charges. That forestry bureau had issued confirmations only
to Sino and to no other companies, Subsequent to the termination of that forestry bureau chief,

that forestry bureau did not issue confirmations to any company,

147. The foregoing facts were material because: (1) they undermined the reliability (if any) of

the documentation upon which Sino relied and continues to rely to establish its ownership of
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standing timber; and (2) the corruption in which Sino was engaged exposed Sino to potential
criminal penalties, including substantial fines, as well as a risk of severe reputational damage in

Sino’s most importent market, the PRC.

148, However, none of these facts was disclosed in any of the impugned Documents, On the
contrary, Sino only made the following disclosure regarding former government officials in its
2007 Annual Report (and in no other Impugned Document), which was materially incomplete,

and a misrepresentation;

To ensure successful growth, we have trained and promoted staff from within our
organization, and hired knowledgeable people with relevant working experience
and industry expertise — some joined us from forestry bureaus in various regions
and provinces and/or state-owned tree farms. [..] 4, Based in Heyuan,
Guangdong, Deputy GM respongible for Heyuan plantations, previously with
forestry bureau; studied at Yangdongxian Dangxiao [Mr, Liang] 5. Based in
Hunan, Plantation controller, graduated from Hunan Agricultural University,
previously Assistant Manager of state-owned farm trees in Hunan [Mr, Xie],

149, In respect of Sino’s purported title to standing timber in the PRC, Sino possessed
Plantation Rights Certificates, or registered title, only in respect of 18% of'its purported holdings
of standing timber as at December 31, 2010, a fact nowhere disclosed by Sino during the Class
Period, This fact was highly material to Sino, inasmuch as standing timber comprised a large
proportion of Sino’s assets throughout the Class Period, and in the absence of Plantation Rights

Certificates, Sino could not establish its title to that standing timber,

150, Rather than disclose this highly material fact, Sino made the following misrepresentations

in the following Impugned Documents;

(a) In the 2008 AIF: “We have obtained the plantation rights certificates or
requisite approvals for acquiring the relevant plantation rights for most of the
purchased tree plantations and planted iree plantations currently under our

management, and we are ih the process of applying for the plantation rights
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certificates for those plantations for which we have not obtained such certificates™

[emphasis added];

(b) In the 2009 AIF: “We have obtained the plantarion rights certificates or
requisite approvals for acquiring the relevan! plantation rights for most of the
purchased plantations and planted plantations curvently under our
managemen!, and we are in the process of applying for the plantation rights
certificates for those plantations for which we have not obtained such certificates”

Temphasis addedT]; and

(c) In the 2010 AIF: “We have obtained the plantation rights certificates or
requisite approvals for acquiring the relevant planiation rights for most of the
purchased plantations and planted plantations currently under our
management, and we are in the process of applying for the plantation rights
certificates for those plantations for which we have not obtained such certificates”

[emphasis added].

151, Inthe absence of Plantation Rights Certificates, Sino relies principally on the purchase
contracts entered into by its BVI subsidiaries (“BVIs”) in order to demonstrate its ownership of

standing timber,
152, However, under PRC law, those contracts are void and unenforceable,

153, In the alternative, if those contracts are valid and enforceable, they are enforceable only
as against the counterparties through which Sino purported to acquire the standing timber, and
not against the party who has registered title (if any) to the standing timber, Because some or all
of those counterparties were or became insolvent, corporate shells or thinly capitalized, then any
claims that Sino would have against those counterparties under PRC law, whether for unjust
enrichment or otherwise, were of little to no value, and certainly constituted no substitute for

registered title to the standing timber which Sino purported to own,
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154, Sino never disclosed these malerial facts during the Class Period, whether in the

Impugned Documents or otherwise,  On the contrary, Sino made the following

misrepresentations in relation to its purported title to standing timber:

(a}

(b}

©

(d)

(e)

®

In the July 2008 Offering Memorandum, Sino stated “Based on the relevant
purchase contracts and the approvals issued by the relevant forestry bureaus, we

legally own our purchased plantations”;

In the June 2009 Offering Memorandum, Sino stated *Based on the relevant
purchase contracts and the approvals issued by the relevant forestry burcaus, we

legally own our purchased plantations”;

In the October 2010 Offering Memoranduim, Sino stated “Based on the reievant
purchase contracts and the approvals issued by the relevant forestry bureaus, we

legally own our purchased plantations™;

In the 2006 AIF, Sino stated “Based on the supplemental purchase contracts and
the plantation rights certificates issued by the relevant forestry departments, we

have the legal right to own our purchased tree plantations™;

In the 2007 AIF, Sino stated “Based ori the relevant purchase contracts and the
approvals issued by the relevant forestry departments, we have the legal right to

own our purchased tree plantations™;

In the 2008 AIF, Sino stated “Based on the relevant purchase confracts and the
approvals issued by the relevant forestry bureaus, we legally own our purchased

free plantations”;
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(g) In the 2009 AIF, Sino stated “Based on the relevant purchase contracts and the
approvals issued by the local forestry bureaus, we legally own our purchased

plantations;

th) In the December 2009 Offering Memoranduny, Sino stated “Based on the relevant
purchase contracts and the approvals issued by the local forestry bureaus, we

legally own ourpurchased plantations™; and

6] In the 2010 AIF, Sino stated “Based on the relevant purchase contracts and the
appravals.issued by the relevant forestry bureaus, we legally own our purchased

plantations,”

155. In addition, during the Class Period, Sino never disclosed. the material fact, belatedly
revealed in the Second Report, that “in practice it is not able to obtgin Plantation Rights
Certificates for standing timber purchases when no land transfer rights are transferved’

[emphasis added],

156,  On the contrary, during the Class Period, Sino made the following misrepresentation in

each of the 2006 and 2007 AlFs:

Since 2000, the PRC has been improving its system of registering plantation land
ownership, plantation land use rights and plantation awnership rights and its
system of issuing certificates to the persons having plantation land use rights, to
owners owning the plantation trees and to owners of the plantation land. In April
2000, the PRC State Forestry Bureau announced the ‘*MNotice on the
Implementation of Nationwide Uniform Plantation Right Certificates” (Lin Zi Fa
[2000] No. 159) on April 19, 2000 (the “Notice™), Under the Notice, a new
uniform form of plantation rights certificate is to be used commenging from the
date of the Notice. The same type of new form plantation rights certificate will
be issued to the persons having the right fo use the plantation land, to persons
who own the plantation land and plantarion trees, and fo persons having the
right to use plantation trees, '

[Emphasis added]
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157,  Under PRC law, county and provincial forestry bureaus have no authority to issye

confirmation letters, Such letters cannot be relied upon in a court of law to resolve a dispute and

are not a guarantee of title. Notwithstanding this, during the Class Period, Sino made the

following misrepresentations:

(8)

(b)

In the 2006 AIF: “In addition, for the purchased tree plantations, we have
obtained confirmations from the relevant forestry burcaus that we have the
legal right o own the purchased tree plantations for which we have not received

certificates” [emphasis added]; and

In the 2007 AIF: “For our Purchased Tree Plantations, we have applied for the
relevant Plantation Rights Certificates with the competent local forestry
departmenfs. As the relevant locations where we purchased our Purchased Tree
Plantations have not fully implemented the new form Plantation Rights
Certificate, we are not able to obtain al! the corresponding Plantation Rights
Certificates for our Purchased Tree Plantations, In this connection, we obialned
confirmation on our ownership of our Purchased Tree Plantations from the

relevan! forestry departments.” [emphasis added]
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E. Misrepresentations relating to Sino’s Relationships with its Als
158. In addition to the misrepresentations alleged above in relation to Sino’s Als, including

those alleged in Section VI.C hereof (Misrepresentations relating to Sino's Related Party
Transactions), Sino made the following misrepresentations during the Class Period in relation to

its relationships with it Als,

(i) Sino Misrepresents the Degree of its Reliance on its Als
159, On March 30, 2007, Sino issued and filed on SEDAR its 2006 AIF, In that AIF, Sino

stated:

..PRC laws and regulations require foreign companies to obtain licenses to engage in
any business activities in the PRC. As a result of these requirements, we currently engage
in our trading activities through PRC authorized intermediaries that have the requisite
business licenses. There is no assurance that the PRC government will not take action fo
restrict our ability to engage in trading activities through our authorized intermediaries,
In order to reduce our rellance on the authorized intermediaries, we intend to use a
WFOE in the PRC {o enfer into contracts directly with suppliers of raw timber, and
then process the raw timber, or engage others to process vaw timber on its behalf, and
sell logs, wood chips and wood-based products to customers, although It would not be
able to engage in pure trading activities,

[Emphasis added.]

160.  Inits 2007 AIF, which Sino filed on March 28, 2008, Sino again declared its intention to

reduce its reliance upon Als,

161.  These statements were false and/or materially misleading when made, inasmuch as Sino .

had no intention to reduce materially its reliance on Als, because its Als were critical to Sino's
ability to inflate its revenue and net income. Rather, these statements had the effect of mitigating

any investor concern arising from Sino's extensive reliance upon Als,

162. Throughout the Class Period, Sino continued to depend heavily upon Als for its
purported sales of stariding timber, In fact, contrary to Sino’s purported intention to reduce its

rcliance on its Als, Sino’s reliance on its Als in fact increased during the Class Period,
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(i)  Sino Misrepresents the Tax-related Risks Arising from ils use of Als
163, Throughout the Class Period, Sino materially understated the tax-related risks arising

from its use of Als,

164, Tax evasion penalties in the PRC are severe. Depending on whether the PRC authorities
seek recovery of unpaid taxes by means of a civil or criminal proceeding, its claims for unpaid
tax are subject to either a five- or ten-year limitation period. The unintentional failure to pay
taxes is subject to a 0,05% per day interest penalty, while an intentional failure to pay taxes is
punishable with fines of up to five times the unpaid taxes, and confiscation of part or all of the

criminal’s personal properties maybe also imposed,

165. Therefore, because Sino professed to be unable to determine whether its Als have paid
required taxes, the tax-related risks arising from Sino’s use of Als were potentially devastating.
Sino failed, however, to disclose these aspects of the PRC tax regime in its Class Period

disclosure documents, as alleged more particularly below.

166. Based upon Sino's reported results, Sino's tax accruals in all of its Impugned Documents
that were interim and annual financial statements were materially deficient, For example,
depending on whether the PRC tax authorities would assess interest at the rate of 18.75% per
annum, or would assess no interest, on the unpaid income taxes of Sino’s BV] subsidiaries, and
depending also on whether one assumes that Sino’s Als have paid ne income taxes or have paid
50% of the income taxes due to the PRC, then Sino's tax accruals in its 2007, 2008, 2009 and
2010 Andited Annual Financial Statements were understated by, respectively, US$10 million to
US$150 million, USH50 million to US$260 million, US$81 million to US$371 million, and
US$83 million to US$493 million, Importantly, were one to consider the impact of unpaid taxes

other than unpaid income taxes (for example, unpaid value-added taxes), then the amounts by
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which Sino’s tax accruals were understated in these financial statements would be substantially

larger,

167, The aforementioned estimates of the amounts by which Sino’s tax accruals were
understated also assume that the PRE tax authorities only impose interest charges on. Sino’s BV
Subsidiaries .and impose no other penalties for unpaid taxes, and assume further that the PRC
authorities seek back taxcs only for the preceding five ycars. As indicated above, each of these
assumptions is likely fo be unduly optimistic. [n any case, Sino’s inadequate tax accruals

violated GAAP, and constituted misrepresentations.

168, Sino also violated GAAP in its 2009 Audited Annual Financial Statements by failing to
apply to its 2009 financial results the PRC tax guidance that was issued in February 2010,
Although that guidance was issued after year-end 2009, GAAP required that Sino apply that
guidance to its 2009 financial results, because that guidance was issued in the subsequent events
period,

169. Based upon Sino’s reported profit margins on its dealings with Als, which margins are
extraordinary both in relation to the profit margins of Sino’s peers, and in relatlon to the limited
risks that Sino purports to assume in its transactions with its Als, Sino’s Als are not satisfying
their tax obligations, a fact that was cither known to thc Defendants or ought to have been
known. If Sine’s extraordinary profit margins are real, then Sino and its Als must be dividing

the gains from non-payment of taxes to the PRC,

170, During the Class Period, Sino never disclosed the truc naturc of the tax-related risks to
which it was exposed. This omission, in viclation of GAAP, rendered each of the following

staternents a misrepresentation:
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(b)

(0}

()

(€}

(D

(&)

(h)

)

(k)

Qo

In the 2006 Annual Financial Staiements, note 11 [b] “Provision for tax related

liabilities” and associated text;

In the 2006 Annual MD&A, the subsection “Provision for Tax Related

Liabilities” in the section "“Critical Accounting Bstimates,” and ?,ssociatcd text;

In the AIF dated March 30, 2007, the section “Estimation of the Company’s

provision for income and related taxes,” and associated text;

In the Q1 and Q2 2007 Financial Statements, note 5 “Provision for Tax Related

Liabilities,” and associated text;

In the Q3 2007 Financial Statements, note 6 “Provision for Tax Related

Liabilities,” and associated text;

In the 2007 Annual Financial Statements, note 13 [b] “Provision for tax related

liabilities,” and associated text;

In the 2007 Annual MD&A and Amended 2007 Annual MD&A, the subsection
“Provision far Tax Related Liabilities” in the section *Critical Accounting

Estimates,” and associated text;

In the AIF dated March 28, 2008, the section “Estimation of the Corporation’s

provision for income and related taxes,” and associated text;

In the Q1, Q2 and Q3 2008 Financial Staternents, note 12 “Provision for Tax

Related Liabilities,” and associated text;

In the Q1, Q2 and Q3 2008 MD&As, the subsection “Provision for Tax Related

Liabilities” in the section “Critical Accounting Estimates,” and associated text;

In the July 2008 Offering Memorandum, the subsection “Taxation” in the section
“Management’s Discussion and Analysis of Financial Condition and Results of

Operations,” and associated text;
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(m)

(n)

(0)

(p)

()

(r)

(s)

(t)

()
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In the 2008 Annual Financial Statements, note 13 [d] “Provision for tax related

liabilities,” and associated text:

In the 2008 Annual MD&A and Amended 2008 Annuat MD&A, the subsection
¥Provision for Tex Related Liabilities” in the section “Critical Accounting

Estimates,” and associated text;

In the AIF dated Merch 31, 2009, the section “We may be liable for income and
related taxes fo our business and operations, particularly our BVI Subsidiaries, in
amounts greater than the amounts we have estimated and for which we have

provisioned,” and associated text;

In the Q1, Q2 and Q3 2009 Financial Statements, note 13 “Provision for Tax
Related Liabilities,” and associated text;

In the Q1, Q2 and Q3 2009 MD&As, the subsection “Provisien for Tax Related

Liabilities” in the section “Critical Accounting Estimates,” and associated text;

In the 2009 Arnnuai Financial Statements, note 15 [d] “Provision for tax related

Habilities,” and associated text;

In the 2009 Annual MD&A, the subsection “Provision for Tax Related

Liabilities” in the section “Critical Accounting Bstimates,” and-associated text;

In the AIF dated March 31, 2010, the section “We may be liable for income and
related taxes o our business and operations, particularly our BVI Subsidiaries, in
amounts greater than the amounts we have estimated and for which we have

provisioned,” and associated text;

In the Q1 and Q2 2010 Financial Statements, note 14 “Provision for Tax Related

Liabilities,” and associated text;

In the Q1 and Q2 2010 MD&As, the subsection “Provision for Tax Related

Liabilities” in the section “Critical Accounting Estimates,” and associated text;'
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(v)  In the Q3 2010 Financial Statements, note 14 “Provision and Contingencies for

Tax Related Liabilities,” and associated text; and

(w) In the Q3 2010 MD&As, the subsection “Provision and Contingencies for Tax
Related Liabilities” in the section “Critical Accounting Estimates,” and associated

text;

(x)  In the October 2010 Offering Memorandum, the subsection “Taxation” in the

section “Selected Financial Information,” and associated text;

(y)  Inthe 2010 Annual Financial Statements, note 18 “Provision and Contingencies

for Tax Related Liabilities,” and associated text;

() 1 the 2010 Annual MID&A, the subsection “Provision and Contingencies for Tax
Related Liabilities” in the section “Critical Accounting Estimates,” and associated

text; and

(aa) In the AIF dated March 31, 2011, the section “We may be liable for income and
related taxes to our business and operations, particularly our BVI Subsidiaries, in
amounts greater than the amounts we have estimated and for which we have

provisioned,” and associated text,

171, In every Impugned Document that is a financial statement, the line item “Accounts
payable and accrued liabilities” and associated figures on the Consolidated Balance Sheets fails

to properly account for Sino’s tax accruals and is a misrepresentation, and a violation of GAAP,

172, During the Class Period, Sino also failed to disclose in any of the Impugned Documents
that were AIFs, MD&As, financial statements, Prospectuses or Offering Memoranda, the risks
relating to the repatriation of its earnings from the PRC. [n 2010, Sino added two new sections
to its AIF regarding the risk that i.t would not be able to repatriate earnings from its BV!I
subsidiaries (which deal with the Als). The amount of retained earnings that may not be able to

be repatriated is stated therein to be US$1.4 billion. Notwithstanding this disclosure, Sine did not
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disclose in these Impugned Documents that it would be unable to repatriate any carnings absent

proof of payment of PRC taxes, which it has admitted that it lacks,

(it}  Sino Misrepresents lts Accounting Treatment of its Als

173, In addition, there are material discrepancies in 8ino’s descriptions of its accounting

treatment ofits Als, Beginning in the 2003 AIF, Sino described its Als as follows;

Because of'the provisions in the Operational Procedures that specify when we and
the authorized intermediary assume the risks and obligations relating to the raw
timber or wood chips, as the case may be, we treat these transactions for
accounting purposes as providing that we take title to the raw timber when it is
delivered to the authorized intermediary, Title then passes to the authorized
intermediary once the timber is processed into wood chips. Accordingly, we treat
the authorlged intermediaries for accounting purposes as belng both our
suppllers and cusiomers in these fransactions.

[Emphasis added.]

174,  Sino’s disclosures were eonsistent in that regard up to and including 8ino’s first AIF

issued in the Class Period (the 2006 AIF), which states:

Because of the provisions in the Operational Procedures that specify when we and
the Al assume the risks and obligations relating to the raw timber or wood chips,
as the case may be, we treat these transactions for accounting purposes as
providing that we take title to the raw timber when it is delivered to the AT, Title
then passes to the Al once the timber is processed Into wood chips, Accordingly,
we treat the Al for accounting purposes as being both our supplier and
customer in these transactions.

[Emphasis added.]
175, In subsequent AlRs, Sino ceased without explanation to disclose whether it treated Als

for accounting purposes as being both the supplier and the customer.

176, Following the issuanee of Muddy Waters’ report on the last day of the Class Period,
however, Sino declared publicly that Muddy Waters was “wrong” in its assertion that, for
accounting purposes, Sino treated its Als as being both supplier and customer in fransactions.

This claim by Sino implies either that Sino misrepresented its accounting treatment of Als in its
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2006 AIF (and in its AlFs for prior years), or that Sino changed its accounting treatment of its
Als after the issuance of its 2006 AIF, If the latier is true, then Sino was obliged by GAAP to

disclose its change in its accounting treatment of its Als, It failed to do so.

F. Misrepresentations relating fo Sino’s Cash Flow Statements
177, Given the nature of Sino's operations, that of a frequent trader of standing timber, Sino

improperly accounted for its purchases of timber assets as “Investments” in its -Consolidated
Statements Of Cash Flow, In fact, such purchases are “Inventory” within the meaning of GAAP,

given the nature of Sino’s business,

178, Additionally, Sino violated the GAAP ‘matching’ principle in treating timber asset
purchases as “Investments” and the sale of timber assets as “Inventory™; cash flow that came Into
the company was (reated as cash flow from operations, but cash flow that was spent by Sino wes
treated as cash flow for investments. As a result, “Additions to timber ho Iding” was improperfy
treated as a “Cash Flows Used In Investing Activities” instead of “Cash Flows From Operating
Activities” and the item “Depletion of timber holdings included in cost of sales” should not be

included in “Cash Flows From Operating Activities,” because it is not a cash item,

179, The effect of these misstatements is that Sino’s Cash Flows From Operating Activities
were materially overstated throughout the Class Period, which created the impression that Sine
was a far more successful cash generator than it was, Such mismatching and misclassification is

a violation of GAAP,

180,  Cash Flows From Operating Activities are one of the crucial metrics used by the financial
analysts who followed Sino's performance, These misstatements were designed to, and did,

have the effect of causing such analysts to materially overstate the vatue of Sino. This material

)
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overstatement was incorporated into various research reports made available fo the Class

Members, the markef and the public at large.

_ 181. Matching is a foundational requirement of GAAP reporting. E&Y and BDO were aware,
at all material times, that Sino was required to adhere to the matching principle. if E&Y and
BDO had conducted GAAS-complaint audits, they would have been awarc that Sino’s feporting
was not GAAP compliant with regard to the matching principle, Accordingly, if they had
conducted GAAS-compliant audits, the statements by E&Y and BDO that Sino’s reporting was

GAAP-compliant were not only false, but were made, at a minimum, recklessly,

182, Further, at all material times, E&Y and BDO were aware that misstatements in Cash

Flows From Operating Activities would materially impact the market’s valuation of Sino.

183. Accordingly, in every Impugned Document that Is a financial statement, the Consolidated
Statements Of Cash Flow are a misrepresentation and, particularly, the Cash Flows From
Operating Activities item and associated figures is materially overstated, the “additions to timber
holdings” item and figures is required to be listed as Cash Fléws From Operating Activities, and
the “depletion of timber holdings included in cost of sales” item and figures should not have

been included.
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G.  Misrepresentations relating to Certain Risks to which Sino was exposed
(i)  Sino is conducting “business activities" in China

184, At material times, PRC law required foreign entities engaging in “business activities” in
the PRC to register to obtain and maintain a license, Violation of this requirement could have
resulted in both administrative sanctions and criminal punishment, including banning the
unlicensed business activities, confiscating illegal income and properties used exclusively
therefor, andfor an administrative flnes of no more than RMB 500,000, Possible criminal

punishment included a criminal fine from [ to 5 times the amount of the profits gained.

185, Consequently, were Sino's BVI subsidiaries to have been engaged in unlicensed in
“business activities” in the PRC during the Class Period, they would have been exposed to risks

that were highly material to Sino.

186, Under PRC law, the term “business activitiss” generally encompasses any for-profit
activities, and Sino’s BV subsidiaries were in fact engaged in unlicensed “business activities” in
the PRC during the Class Period. However, Sino did not disclose this fact in any of the
Impugned Documernts, inc]udiﬁg in its AIFs for 2008-2010, which purported to make full
disclosure of the material risks to which Sino ‘was then exposed.

(i) Sino fails to disclose that no proceeds were paid to It by its Als
187. Inthe Second Report, Sino belatedly revealed that:

In practice, proceeds from the Entrusted Sale Agreements are not paid to SF but
are held by the Als as instructed by SF and subsequently used to pay for further
purchases of standing timber by the same or other BYIs, The Als will continue to
hold these proceeds until the Company instruets the Als to use these proceeds to
pay for new BVI standing timber purchases. No proceeds are directly paid to the
Company, either onshore or offshore.

[Emphasis added]
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188, This material fact was never disclosed in any of the Impugned Documents during the

Class Period. On the contrary, Sinc made the following statements during the Class Period in

relation to the proeceds paid to it by its Als, each -of which was materially misieading and

therefore a misrepresentation:

(@)

(®)

(©)

)

()

)

In the 2005 financial statements, Sino stated: “As a result, the majority of the
accounts receivable arising from sales of wood chips and standing timber are
realized through instructing the debtors to settle the amounts payable on standing
timber and other PRC liabilities” [emphasis added];

In the 2006 Annual MD&A, the subsection “Provision for Tax Related

Liabilities” in the section “Critical Accounting Estimates,” and associated text;

In the 2006 financial statements, Sino stated: “As a result, e majority of the
accounts receivable arising from sales of wood chips and standing timber are
realized through instructing the debtors to settle the amounts payable on standing

timber and other [iabilities denominated in Renminbi” {emphasis added];

In the 2007 financial statements, Sinc stated; “As a result, the majority of the
accounts receivable arising from sales of standing timber are realized through
instructing the debtors to settle the amounts payable on standing timber and other

liabil ities denominated in Renminbi;®

In the 2008 financial statements, Sino stated; “As a result, the majority of the
accounts receivable arising from sales of standing timber are realized through
instructing the debtors to settle the amounts payable on standing timber and other

liabilitics denominated in Renminbi” [emphasis added];

In the 2009 financial statements, Sino stated: “As a result, the majority of the
accounts receivable arising from sales of standing timber are realized through
instructing the' debtors to settle the amounts payf;b le on standing timber and other

liabilities denominated in Renminbi" [emphasis added]; and
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In the 2010 financial statements, Sino stated: “As a result, the majority of the
accounts receivable arising from sales of standing timber are realized through
instructing the debtors to settle the amounts payable on standing timber and other

ligbilities denominated in Renminbi” [emphasis added].

H.  Misrepresentations relating to Sino’s GAAP Compiliance and the Audliors’ GAAS
Compliance

(i} Sino, Chan and Horsley misrepresent that Sino complied with GAAP

189. In eech of its Class Period financial statements, Sino represented that its financial

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere

herein,

190, In particular, Sino misrepresented in those financial statements that it was GAAP-

compliant as follows:

(8)

(b)

(©

In the annual statements filed on March 19, 2007, at Notc 1: “These consolidated
financial statements Sino-Forest Corporation (the “Company”) have been
prepared in United States dollars in accordance with Canadian generally accepted

gccounting principles”;

In the annual financial statements filed on March 18, 2008, at Note 1: “The
consalidated financinl statements of Sinp-Forest Corperation (the “Company’
have been prepared in United States dollars and in accordance with Canadian

generally accepted accounting principles”;

in the annual financial statements filed on March (6, 2009, at note |: “The
eonsalidated financial statements of Sino-Forest Corporation (the “Company™)
have been prepared in United States dollars and in accordance with Canadian

generally accepted aceounting principles”;
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(d)

(e)

i

In the annual financial statements filed on March 16, 2010, at note 1; “The
consolidated financial statements of Sino-Forest Corporation (the “Company™)
have been prepared in United States dollars and in accordance with Canadian

generally accepted accounting principles”; and

In the annual financial statements filed on March 13, 2011, at note 1: “The
consolidated financial statements of Sino-Forest Corporation (the “Company™)
have been prepared in United States dollars and in accordance with Canadian

generally accepted aecounting principles”,

191, In each of its Class Perjod MDd&As, Sino represented that its reporting was GAAP-

compliant, which was a misrepresentation for the reasons set out elsewhere herein.

192. In particular, Sino misrepresented in those MD&As that it was GAAP-compliant as

follows:

(a)

(b)

(c)

(d)

In the annual MD&A filed on March 19, 2007: “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian generally accepted accounting prineiples (GAAP)";

In the quarterly MD&A filed on May 14, 2007 “Except where otherwise -

indicated, all financial information reflected herein is determined on the basis of

Canadian generally accepted accounting principles (“GAAP")",

In the quarterly MD&A filed on August 13, 2007; “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian generally accepted accounting principles (“GAAP”Y";

In the quarterly MD&A filed on November 12, 2007: “Except where.otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian generally accepted accounting principles (“GAAP”Y",;
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In the annual MD&A filed on March 18, 2008: “Except where otherwise
indicaled, all financial information reflected herein is determined on the basis of

Canadian generally acoepted accounting principles (GAAF)”,

In the amended annual MD&A filed on March 28, 2008: “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian generally accepted accounting principles (GAAP)”;

In the quarterly MD&A filed on May 13, 2008: “Except where otherwise
indicated, all financial information reflected herein js determined on the basis of

Canadian generally accepted accounting principles (“GAAP”)”,

In the quarterly MD&A filed on August 12, 2008: “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Csanadian generally accepted accounting principles (“GAAP™)™;

In the quarterly MD&A filed on November 13, 2008: “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

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

In t{he annual MD&A filed on March 16, 2009: “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian generally accepted accounting principles (GAAP)";

In the amended annual MD&A filed on March 17, 2009; “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian generally accepted accounting principles (GAAP)™";

In the quarterly MD&A filed on May 11, 2009: “Except where otherwise

indicated, all financial information reflected herein is determined on the basis of

Canadian generally accepted accounting principles (GAAP)”;

In the quarterly MD&A filed on August 10, 2009: “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian generally aceepted accounting principles (GAAP)”;
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In the quarterly MD&A filed on November 12, 2009; “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian Generally Accepted Accounting Principles (*GAAP™)”,

In the annual MD&A files on March 16, 2010: “Except whero otherwise
Indicated, all financial information reflected herein is determined on the basis of

Canadian Generally Accepted Accounting Principles (“GAAP™)”;

In the quarterly MD&A filed on May 12, 2010: “Except where otherwise

indicated, all financial information reflected herein is determined on the basis of

Canadian Generally Accepted Accounting Principles ("GAAP")”;

In the quarterly MD&A filed on August 10, 2010: *Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian Generally Accepted Accounting Principles ("GAAP”)",

In the quarterly MD&A filed on November 10, 2010: “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian Generally Accepted Accounting Principles (“GAAP™)"; and

In the annual MD&A filed on March 15, 2011: “Except where otherwise
indicated, all financial information reflected herein is determined on the basis of

Canadian Generally Accepted Accounting Principles (“GAAP™).”

193, In the Offerings, Sino represented that its reporting was GAAP-compliant, which was a

migrepresentation for the reasons set out elsewhere herein.

194.  In particular, Sino misrepresented in the Offerings that it was (GAAP-compliant as

follows:

(8) - Inthe July 2008 Offering Memorandum; “We prepare our financial statements on

a consolidated basis in accordance with accounting principles generally accepted

in Canada (“Canédian GAAPM[...]," “Our auditors conduct their audit of our
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financial statements in accordance with auditing standards generally accepted in
Canada” and “Bach of the foregoing reports or financial statements will be
ptepared in accordance with Canadian generally accepted accounting principles
other than for reports prepared for financial periods commencing on or after

Jarmuary I, 2011 [...]";

In the June 2009 Offering Memorandum; “We prepare our financial statements on
a consolidated basis in accordance with accounting principles generally accepted
in Canada (“Canadian GAAP™)[...],” “Ouwr auditors cenduct their audit of our
financial statements in accordance with auditing standards generally accepted in
Canada,” “The audited and unaudited censolidated financial statements were
prepared in accordance with Canadian GAAP,” “Our audited and consolidated
financial statements for the years ended December 31, 2006, 2007 and 2008 and
our unaudited interim consolidated financial statements for the three-month
periods ended March 31, 2008 and 2009 have been prepared in accordance with
Canadian GAAP”;

In the June 2009 Offering Memorandum; “We prepare our financial statements on
a consolidated basis in accordance with accounting principlcs generally accepted
in Canada (“Canadian GAAP”)[...],” “Our auditors conduct their audit of our
financial statements in accotrdance with auditing standards generally accepted in
Canada” and “The gudited and unaudited consolidated financial statements were

prepated in accordance with Canadian GAAP";and

In the October 2010 Offering Memorandum: “We prepare our . financial

- statements on a consolidated basis in accerdance with accounting principles

generally accéptcd in Canada {“Canadian GAAP”)[...],” “Qur auditors conduct

- their audit of our financial statements in accordance with auditing standards

generally accepted in Canada,” “The audited and unaudited consolidated financial
statements were prepared in accordance with Canadian GAAP,” *Qur audited and
conso lidated financial statements for the years ended December 31, 2007, 2008

and 2009 and our unaudited interim consolidated financial statements for the six-
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mionth periods ended June 30, 2009 and 2010 have been prepared in accordance
with Canadian GAAP.”

195, In the Class Period Management’s Reports, Chan and Horsley represented that Sino’s

reporting was GAAP-compliant, which was a misrepresentation for the reasons set out elsewhere

herein,

196, In particular, Chan and Horsley misrepresented in those Management’s Reports that

Sino’'s financial statements were GAAP-compliant as follows:

(a)

(b)

(c)

C))

(e)

In the annual statements filed on March 19, 2007 Chan and Horlsey stated: “The
consolidated financial statements contained in this Annual Report have been
prepared by management in accordance with Canadian generally accepted

accounting principles's

In the annual financial statements filed on March 18, 2008 Chan and Horlsey
stated: “The consoclidated financial statements contained in this Annual Report
have been prepared by management in accordance with Canadian generally

accepted acoounting principles”;

In the annual financial statements filed on March 16, 2009 Chan and Horlsey
stated: “The consolidated financial statements contained in this Annuai Report
have been prepared by management in sccordance with Canadian generally

accepted accounting principles”;

In the annual financial statements filed on March 16, 2010 Chan and Horlsey
stated: “The oonsolidated financial statements contained in this Annual Report
have been prepared by management in accordance with Canadian generally

accepted accounting principles™; and

In the annual financial statements filed on March |5, 2011 Chan and Horlsey

stated: “The consolidated financial statements contained in this Annual Report
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have been prepared by management in accordance with Canadian generally

accepted accounting principles.”

(i) E&Y and BDO misrepresent that Sino complied with GAAP and that they complied

with GAAS

197. In each of Sino’s Class Period .annual financial statements, E&Y or BDO, as the case

may be, represented that Sino's reporting was GAAP-compliant, which was a misreprésentation

for the reasons set out elsewhere herein, In addition, in each such annual financial statement,

E&Y and BDO, as the case may be, represented that they had conducted their audit in

compliance with GAAS, which was a misrepresentation because they did not in fact conduct

their audits in accordance with GAAS,

198, In particular, E&Y and BDO misrepresented that Sino’s financial statements were

GAAP-compliant and that they had conducted their audits in compliance with GAAS as follows:

(2)

(b)

()

In Sino’s annual financial statements filed on March 19, 2007, BDO stated: “We
conducted our audit in accordance with Canadian generally accepted auditing
standards” and “In our opinion, these consolidated financial statements present
fairly, in all material respects, the financial position of the Company as at
December 31, 2006 and 2005 and the results of its operations and its cash flows
for the years then ended in accordance with Canadian generally accepted

accounting principles”™;

In the June 2007 Prospectus, BDO stated: “We have complied with Canadian
generally accepted standards for an auditor’s involvement with offering

documents®;

In Sino’s annuel financial statements filed on March 18, 2008, E&Y stated: “We
conducted our audit in accordance with Canadian generally accepted auditing
standards” and “In our opinion, these consolidated financial statements present

fairly, in all material respects, the financial position of the Company as at

1017



()

(e)

ty

63

December 31, 2007 and the results of its operations and its cash flows for the year
then ended in accordance with Canadian generally accepted accounting principles.
The financia| staterents as at December 31, 2006 and for the year then ended
were audited by other auditors who expressed an opinion without reservation on

those statements in their report dated March 19, 2007";

In the July 2008 Offering Memorandum, BDO stated: “We conducted our audit in
accordance with Canadian generally accepted auditing standards™ and “In our
opinion, these consolidated financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2006 and 2005
and the results of its operations and its cash flows for the years then ended in
accordance with Canadian generally accepted accounting principles” and E&Y
stated “We conducted our audit in accordance with Canadian generally accepted
auditing standards” and “In our epinion, these consolidated financial statements
present fairly, in all material respects, the financial position of the Company as at
December 31, 2007 and the results of its operations and its cash flows for the year
then ended in accordance wit_h Canadian generally accepted accounting

principles™;

In Sino’s annuel financial statements filed on March 16, 2009, E&Y stated: “We
conducted our audits in accordance with Canadian generally accepted auditing
standards” end “In our opinion, these consolidated financial statements present
fairly, in all material respects, the financial position of the Company as at
December 31, 2008 and 2007 and the results of its operations and its cash flows
for the years then cnded in accordance with Canadian generally accepted

accounting principles”™;

In Sino's annual financial statements filed on March 16, 2010, E&Y stated: “We
conducted our audits in accordance with Canadian generally accepted auditing
standards” and “In our opinion, these consolidated financial statements present
fairly, in all material respects, the financial position of the Company as at

December 31, 2009 and 2008 and the results of its operations and its cash flows

1018



84

for the years then ended in accordance with Canadian generally accepted

accounting principles”; and

(8)  In Sino’s annugl financial statements filed on March 15, 2011, E&Y stated: “We
conducted our audits in accordance with Canadian generally accepted auditing
standards.” and “Tn our opinion, the consolidated financial statements present
fairly, in all material respects, the financial position of Sino-Forest corporation as
at December 31, 2010 and 2009 and the results of its operations and cash flows
for the years then ended in accordance with Canadian generally accepted

accounting principles.”

(iii)  The Market Relled on Sino's Purported GAAP-complionce and E&Y's and BDQO's
purported GAAS-compliance in Sino's Financial Reporting

199.  As a public company, Sino communicated the results it claimed to have achieved to the
Class Members via quarterly and annual financial results, among other disclosure documents.
Sino’s auditors, E&Y and BDO, as the case may be, were instrumental in the communication of
Sino’s financial information to the Class Members. The auditors certified that the financial
statements were corpliant with GAAP and that they had performed their audits in compliance

with GAAS, Neither was true,

200. The Class Members invested in Sino’s securities on the critical premise that Sino's
financial statements were in fact GAAP-compliant, and that Sino’s auditors had in fact
conducted their audits in compliance with GAAS. Sino’s reported financial results were also
followed by analysts at numerous financial institutions. These analysts promptly repotted to the
market at large when Sino made earnings announcements, and incorporated into their Sino-
related analys'és and reports Sino’s purportedly GAAP-compliant financial results, These

analyses and reports, in turn, significantly affected the market price for Sino’s securities,
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201, The market, including the Class Membets, would not have relied on Sino’s financial
reporting had the auditors disclosed that Sino’s financial statements were not reliable or that they
had not followed the processes that would have amply revealed that those statements were

reliable,

VII, CHAN’S AND HORSLEY'’S FALSE CERTIFICATIONS
202, Pursuant to National Instrument 52-109, the defendants Chan, as CEO, and Horsley, as

CFO, were required at the material times to certify Sino’s annual and quarterly MD&As and
Financial Statements as well as the AIFs (and all doeuments incorporated into the AlFs). Such
certifications included statements that the filings “do not contain any untrue statement of 3
material fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it was made” and that the
reports “fairly present in al material respects the financial condition, results of operations and

cash flows of the issuer,”

203.  As particularized elsewhere herein, however, the Impugned Documents contained the
Representation, which was false, as well as the other misrepresentations alleged abaove,
Accordingly, the certifications given by Chan and Horsley were false and were themselves
misrepresentations, Chan and Horsley made such false certifications knowingly or, at a

minimum, recklessly.

VIII, THE TRUTH IS REVEALED
204, On June 2, 2011, Muddy Waters issued its initial repoit on Sino, and stated in part

thereim;
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Sino-Forest Corp (TSE: TRE) is the granddaddy of China RTO frauds, It has
always been a fraud — reporting excellent results from one of its early joint
ventures — even though, because of TRE’s default on its investment obligations,
the JV never went into operation, TRE just lfed,

The foundation of TRE’s fraud is a convoluted structure whereby it claims to run
most of its revenues through “authorized intermediaries” (*AI”). Als are
supposedly timber trader customers who purportedly pay much of TRE's value
added and income taxes. At the same time, these Als allow TRE a gross margin of
55% on standing timber merely for TRE having speculated on trees,

The sole purpose of this structure is to fabricate sales transactions while having an
excuse for not having the VAT invoices that are the mainstay of China audit
work. If TRE really were processing over one billion dollars in sales through Als,
TRE and the Als would be in serious legal trouble, No legitimate public company
would take such risks — particularly because this structure has zero upside,

(]

On the other side of the books, TRE massively exaggerates its assets. TRE
significantly falsifies its investments in plantation fiber (trees). It purpoits to have
purchased $2.891 billion in standing timber under master agreements since 2006

[.]
[]
Yaluation

Because TRE has $2.1 billion in debt outstanding, which we believe exceeds the
potential recovery, we value its equity at less than 31,00 per share,

205, Muddy Waters' report also disclosed that (a) Sino’s business is & fraudulent scheme; (b)
Sino systernically overstated the value of its assets; (¢) Sino failed to disclose various related
party transactions; (d) Sino misstated that it had enforced high standards of governance; (e) Sino
misstated that its reliance on the Als had decreased; (f) Sino misrepresented the tax risk
associated with the use of Als; and (g) Sino failed to disclose the risks relating to repatristion of

earnings from PRC,

206, After Muddy Waters® initial report became public, Sino shares fell fo $14.46, at which

point trading was halted (a decline of 20,6% from the pre-disclosure close of $18,21), When
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trading was allowed to resume the next day, Sino’s shares fell to a close of $5.23 (a decline of

71.3% from June 1).

207.

On November 13, 2011 Sino released the Second Report in pedacted form. Therein, the

Committee summarized its findings:

B. Qverview of Principal Findings

The following sets out a very high level overview of the IC’s principal findings
and should be read in conjunction with the balance of this report,

Timber Ownership

L]

The Comparny does not oblain registered title to BVI purchased plantations. In
the case of the BVIs' plantations, the IC has visited forestry bureaus, Suppliers
and Als to seek independent evidence to establish a chain of title or payment
transactions to verify such aequisitions, The purchase contracts, set-off
arrangement documentation and forestry bureau confirmations constitute the
documentary evidence as to the Company’s contractual or other rights, The IC
has been advised that the Company’s rights to such plantations could be open to
challenge. However, Managemen! has advised that, to date, it is unaware of any
such challenges that have not been resolved with the Suppliers in a manner
satisfactory to the Company,

Forestry Bureau Confirmations and Plantation Rights Certificates

Registered title, through Plantation Rights Certificates is not available in the
jurisdictions (i.e, cities and counties) examined by the IC Advisors for standing
timber that is held without land useflease rights. Therefore the Company was not
able to obiain Plantation Rights Certificates for its BVIs standing timber assels
in those areas, In these circumstances, the Company sought confirmations from
the relevant local forestry bureau acknowledging its rights to the standing timber,

The IC Advisors reviewed forestry bureau confirmations for virtually ali BVIs
asscts and non-Mandra WFOE purchased plantations held as at December 31,
2010, The IC Advisors, in meetings organized by Management, met with a
sample of forestry bureaus with a view fo obtaining verification of the Company's
rights to standing timber in those jurisdictions, The result of such meetings to date
have concluded with the forestry bureaus or related entities having issued new
confirmations as. to the Company’s contractual rights to the Company in respect
of 1(1,177 Ha. as of December 31, 2010 and 133,040 Ha, as of March 31, 2011,
and have acknowledged the issuance of existing confirmations issued to the
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Company as to certain rights, among other things, in respect of 113,058 Ha, as of
December 31, 2010,

Forestry bureau confirmations are nof officially recognized documents and are
not issued pursuant to a legisiative mandate or, to the knowledge of the IC, a
published policy. It appears they were issued at the request of the Company or
its SuppHers. The confirmations are not title documents, in the Western sense of
that term, although the 1C believes they should be viewed as comfort indicating
the relevant forestry bureau does not dispute SF's claims to the standing timber to
which they relate and might provide comfort in case of disputes, The purchase
contracts are the primary evidence of the Company's interest in timber assets,

In the meetings with forestry bureaus, the IC Advisors did not obtaln significant
Insight into the internal authorization or diligence processes undertaken by the
Sorestry bureaus in Issuing confirmations and, as reflected elsewhere In this
report, the IC did not have visibility into or complete comfort regarding the
methods by which those confirmations were obtained. 1t should be noted that
several Suppliers observed that SF was more demanding than other buyers in
requiring forestry bureau confirmations,

Book Value of Timber

Based on its review to date, the IC is satisfied that the book value of the BVIs
timber assets of $2.476 billion reflected on its 2010 Financial Statements and of
SP WFOE standing timber assets of $298.6 million reflected in its 2010 Finaneial
Statements reflects the purchase prices for such assets as set out in the BVIs and
WFOE standing timber purchase contracts reviewed by the IC Advisors. Further,
the purchase prices for such BVIs timber assets have been reconciled to the
Company’s financial statements based on set-off documentation relating to such
contracts that were reviewed by the [C. However, fthese comments are also
subject fo the concluslons set out above under “Timber Ownership” on title and
other rights fo plantation assers.

The IC Advisors reviewed documentation acknowledging the execution of the
set-off arrangements between Suppliers, the Company and Als for the 2006-2010
period. However, the IC Advisors were unable to review any documentation of
Als or Suppliers which independently verified movements of cash in connectlon
with such set-off arrangements between Suppliers, the Company and the Als
used 1o settle purchase prices paid to Suppllers by Als on behalf of SF. We note
also that the independent valuation referred to in Part V111 below has not yet been
completed.

Revenue Reconciliation

As reported in its First Interim Repert, the IC has reconciled reported 2010 total
revenue to the sales prices in BVIs timber sales contracts, together with macro
customer level data from other businesses, However, the IC was unable to review
any documentation of Als or Suppliers which independently verified movements
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of cash in connection with set-off arrangements used fo setfle purchase prices
pald, or sale proceeds received by, or on behalf of SF.

Relationships

* Yuda Wood; The IC is satisfied that Mr, Huang Ran is not currently an
employee of the Company and that Yuda Wood is not a subsidiary of the
Company. However, there is evidence suggesting close cooperatlon (including
administrative assistance, possible payment of capital at the fime of
establlshment, jolnt control of certain of Yuda Wood’s RMB bank qccounts and
the numerous emails indicating coordination of funding and other business
activities), Management has explained these arrangements were mechanisms that
allowed the Company to monitor its interest in the timber transactions, Further,
Huang Ran (a Yuda Wood employee) has an ownership and/or directorship in
a number gf Suppliers (See Section V1,B), The IC Advisors have been introduced
to persons identified as influential backers of Yuda Wood but were unable to
determine the relationships, if any, of such persons with Yuda Wood, the
Company or other Suppliers or Als, Management explanations of a number of
Yuda Wood-related emails and answers to E&Y's questlons are being reviewed
by the IC and may not be capable of independent verification.

* Other: The IC’s review has identified other situations which require further
review, These situatlons suggest that the Company may have close relationships
with certainn Suppllers, and oertain Suppllers and Als may have cross-
ownership and other relationships with each other. The 1C notes that in the
interviews conducted by the 1C with selected Als and Suppliers, all such parties
represented that they were independent of SP. Management has very recently
provided information and analysis intended to explain these situations, The IC is
reviewing this material from Management and intends to report its findings in this
regard in its final report to the Board, Some of such information and explanations
may not be capable of independent verification.

+ Accounting Considerations: To the extent that any of SF’s purchase and sale
transactlons are with related parties for accounting purposes, the value of these
transactions as recorded on the books and records of the Company may be
impacted,

[..]
BVI Structure

The BVI structure used by SF to purchase and sell standing timber assets could be
challenged by the relevant Chinese authorities as the undertaking of “business
activities” within China by foreign companies, which may only be undertaken by
entities established within China with the requisite approvals, However, there is
no olear definition of what constitutes *business activities” under Chinese law and
there ave different views among the 1C's Chinese counsel and the Company’s
Chinese counse! as to whether the purchase and sale of timber in China as
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undertaken by the BVIs could be considered to constifute “business activities”
within China, In the event that the relevant Chinese authorities consider the BVIs
to be undertaking “business activities” within China, they may be required to
cease such activities and could be subject to other regulatory action. As
regularization of foreign businesses in China is an ongoing process, the
government has in the past tended to allow foreign companies time to restructure
their operations in accordance with regulatory requirements (the cost of which is
uncertain}, rather than enforcing the laws strictly and imposing penalties without
notice, See Section 11.B.2

C, Challenges

Throughout its process, the TC has encountered numerous challenges in its
sttempts to implement a robust independent process which would yield reliable
results, Among those challenges are the following: :

{a) Chinese Legal Regime for Forestry;
» national laws and policies appear not yet to be implemented at all local levels;

* in practice, none of the Jocal jurisdictions tested in which BVIs hold standing
timber appears to have instituted a government registry and documentation system
for the ownership of standing timber as distinet from a government registry
system for the ownership:of plantation land use rights;

+ the registration of plantation land use rights, the issue -of Plantation Rights
Certificates and the establishiment of registries, is incomplete in some jurisdictions
based an the information available to the IC:

* as a result, fitle to standing timber, when not held in conjunction with a land
use right, cannot be definitively proven by reference to a government
malniained vegister; and

* Sino-Forest has requested confirmations from forestry bureaus of its acquisition
of timber holdings {excluding land leases) as additional evidence of ownership.
Certain forestry buresus and Suppliers have indicated the confirmation was
beyond the typical diligence practice in China for acquisition of timber holdings.

{b) Obtaining Information fiom Third Parties: For a variety of reasons, all of them
outside the control of the IC, it is very difficult to obtain information from third
parties in China. These reasons include the following:

» many of the third parties from whom the IC wanted information (e.g., Als,
Suppliers and forestry bureaus) are not compellable by the Company or
Canadian legal processes;,

» third parties appeared to have concerns relating to disclosure of informatien
regarding their operations that could become public or fall into the hands of
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Chinsse government authorities: many third parties explained their reluctance to
provide requested documentation and Information as belng “for tax reasons”
but declined to elaborate; and

» awareness of MW allegations, investigations and information gathering by the
OSC and other parties, and court proceedings; while not often explicitly
articulated, third parties had an awareness of the controversy surrounding SF and
a reluctance to be associated with any of these allegations or drawn into any of
these processes,

L]

(¢) Corporate Governance/Operational Weaknesscs: Management has asserted
that business in China is based upon relatlonships. The IC and the IC Advisors
have observed this through their efforts to obtain meetings with foresiry bureaus,
Suppliers and Als and their other experience in China. The importance of
relationships appears to have resulted in dependence on a relatively small group
of Management who are integral to maintaining customer relationships,
negotiating and finalizing the purchase and sale of plantation fibre contracts and
the settlement of accounts receivable and accounts payable associated with
plantation fibre contracts, This concentration of authority or lack of segregation of
duties has been previously disclosed by the Company as a control weakness. As a
result and as disclosed in the 2010 MD&A, senior Management in their ongoing
evaluation of disclosure controls and procedures and internal controis over
financlal reporting, recognizing the disclosed weakness, determined that the
design and centrols were ineffective, The Chairman and Chief Finanoial QOfficer
provided annual and quarterly certifications of their regulatory filings, Related to
this weakness the following challenges presented themselves in the examination
by the IC and the IC Advisors:

+ operational and administration systems that are generally not sophisticated
having regard to the size and complexity of the Company’s business and in
relation to North American practices; including;

s incomplete or lnadequate record creation and retention practices;
+ contracts not maintained in a central location;

+ significant volumes of data maintained across multiple locations on
decentralized servers;

* datm on some servers in China appearing to have been deleted on an
irregular basis, and there is no back-up system;

* no integrated accounting system; accounting data is not maintained on a
single, consolidated application, which can require extensive manual
procedlures to produce reports; and
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v a treasury function that was centralized for certain mejor financial
accounts, but was not actlvely involved in the control or management of
numerous local operations bank accounts;

* no internal audit function although there is evidence the Compsgny has
undertaken and continues to assess its disclosure controls and procedures and
internal controls -over financial reporting using senior Management and
independent ¢ontrol consultants;

« SF employecs conduct Company affairs from time to time using personal
devices and non-corporate email addresses which have been observed to be
shared across groups of staff and changed on a periodic and organized basis; this
complicated and delayed the examination of email data by the IC Advisors; and

« fack of full coo'perationlopenness in the [Cs examination from certain imembers
of Management.

(f) Complexity, Lack of Visibility into, and Limitations of BVIs Model: The use
of Als and Suppliers as an essential feature of the BVIs standing timber
business model contributes to the lack of visibility into title documentation, cash
movements and tax liability since cash settlement in respect of the BVIs
standing timber transactlons takes place outside of the Company's books.

(g) Cooperation and openness of the Company's executives throughout the
process: From the outset, the IC Advisors sought the full cooperation and support
of Allen Chan and the executive management team, Initially, the executive
management team appeared ill-prepared to address the IC's concerns in an
organized fashion and there was perhaps a degree of culture shock as
Management adjusted to the 1C Advisors' examination, In any event, significant
amounts of material information, particularly with respect to the relationship
with Yuda Wood, interrclationships between AIs and/or Suppliers, were not
provided to the IC Advisors as requested, In late August 2011 on the instructions
of the IC, interviews of Management were conducted by the IC Advisors in which
documents evidencing these connectiens were put to the Management for
explanation, As a result of these interviews (which were also attended by BJ) the
Company placed certain members of Management on administrative leave upon
the advice of Company counsel. At the same time the OSC made allegations in
the CTO of Management misconduct,

[..]

{(h) Independence of the IC Process: The cooperation and collaboration of the IC
with Management (operating under the direction of the new Chief Executive
Officer) and with Company counsel In completing certaln aspects of the IC’s
mandate has been noted by the OSC and by E&Y. Both have questioned the
degree of independence of the IC from Management as a result of this
Interaction, The 1C has explained the practical impediments to its work in the
context of the distinet business culture (and associated issues of privacy) in the
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forestry sector in China in which the Company operates. Cooperation of third
parties in Hong Kong and China, including employees, depends heavily on
relationships and trust. As noted above, the Company’s placing certain members
of Management on administrative leave, as well as the OSC’s allegations in the
CTO, finther hampered the IC's ability to conduct its process. As a result, the
work of the IC was frequently done with the assistance of, or in reliance on, the
new Chief Executive Officer and his Management team and Company counsel,
Given that Mr, Martin was, in effect, selected by the [C and BJ was appointed in
late June 2011, the IC concluded that, while not ideal, this was a practical and
appropriate way to proceed in the circumstances, As evidenced by the increased
number of scheduled meetings with forestry bureaus, Suppliers and Als, and, very
recently, the delivery to the IC of information regarding Als and Suppliers and
relationships among the Company and such parties, it is acknowledged that Mr,
Martin’s involvement in the process has been beneficial, It is also acknowledged
that in executing his role and assisting the IC he has had to rely on certain of the
members of Management who had been placed on administrative leave,

[Emphasis added]

On January 31, 2012, Sino released the Final Report. In material pert, it read:

This Final Report-of the IC sets out the activities undertaken by the [C since mid-
November, the findings from such activities and the 1C’s conclusions regarding its
examination and review, The 1C’s activities during this period have been limited
as a result of Canadian and Chinese holidays (Christmas, New Year and Chinese
New Year) and the extensive involvement of IC members in the Company’s
Restructuring and Audit Committees, both of which are advised by different
advisors than those retained by the IC, The IC believes that, notwithstanding
there remain Issues which have not been fully answered, the work of the IC Is
now af the point of diminishing returns because much of the information which
it is seeking lles with non-compellable third parties, may not exist or is
apparently not retrievable from the records of the Company,

In December 2011, the Company defaulted under the indentures relating to its
outstanding bonds with the result that its resources are now more focused on
dealing with its bondholders, This process is being overseen by the Restructuring
Committee appointed by the Board. Pursuant to the Waiver Agreement dated
January 18, 2012 between the Company and the holders of a majority of the

principal amount of its 2014 Notes, the Company agreed, among other things, that

the final report of the IC to the Board would be made public by January 31, 2012,

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

[1e]
11, RELATIONSHIPS

The objectives -of the IC’s examination of the Company’s relationships with its
Als and Suppliers were to determine, in light of the MW allegations, If such
relationships are arm’s length and to obtain, if possible, independent verification
of the cash flows underlying the set-off transactions described in Section ILA of
the Second Interim Report. That the Company’s relationships with its Als and
Suppliers be arm’s length Is relevant (o SF’s ability under GAAP (o:

» book its fimber assels af cost in ifs 2011 and prior years’ financial statements,
both audited and unaudited

* recognize revenue from standing timber sales as currently reflected in its 2011
and prior years’ financial statements, both audited and unaudited,

A. Yuda Wood

Yuda Wood was founded in Aptil 2006 and was until 2010 a Supplier of SF, Its
business with SF from 2007 to 2010 totalled approximately 152,164 Ha and RMB
4,94 biilion, Section YIA and Schedule VI.A.2(a) of the Second Interim Report
described the MW allegations relating to Yuda Wood, the review conducted by
the IC and its findings to date. The IC concluded that Huang Ran is not currently
an employee, and that Yuda Wood is not & subsidiary, of the Company, However,
there is evidence suggesting a close cooperation between SF and Yuda Wood
which the IC had asked Management fo explain. At the time the Second Interim
Report was issued, the IC was continuing to review Management’s explanations
of a number of Yuda Wood-related emails and certain questions arising there-
fiom.

Subsequent to the issuance of its Second Interim Report in mid-November, the IC,
with the assistance of the IC Advisors, has reviewed the Management responses
provided to date relating to Yuda Wood and has sought firther explanations and
documentary suppott for such explanations, This was supplementary to the
activities of the Audit Committee of SF and its advisors who have had during this
period primary carriage of examining Management’s responses on the interactions
of 8F and Yuda Wood.  While many answers and explanations have been
obtained, the IC believes that they are not yet sufficient to allow it 1o fully
undersiand the nature and scope of the relationship between SF and Yuda
Wood, Accordingly, based on the information it has obtained, the IC is still
unable to Independently verify that the relationship of Yuda Wood Is at arm’s
length to SF, Tt is to be noted thut Management is ofthe view that Yuda Wood Is
unrelated to SF for accounting purposes, The IC remains satisfied that Yuda is
not a subsidiary of SF. Management continues to undertake work related to Yuda
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Wood, including seeking documentation from third parties and responding to e-
mails where the responses are not yet complete or prepared. Management has
provided certain banking records to the Audit Committce that the Audit
Committee advises support Management’s position that SR did not capitalize
Yuda Wood (but that review is not yst completed). The IC anticipates that
Management will continue to work with the Audit Committee, Company counsel
and E&Y onthese issues.

B. Other Relationships

Scction VI,B,1 of the Second Interim Report described certain other relationships
which had been identified in the course of the 1C's preparation for certain
interviews with Als and Suppliers. These relationships include (i) thirteen
Suppliers where former SF employees, consultants or secondees are or have
been directors, officers and/or shareholders (including Yuda Wood); (i) an AI
with a former SF employee in a senlor posifion; (iii) potentlal relationships
between Als and Suppliers; (v} set-off° payments for BVI standing timber
purchases being made by companies that are not Als and other seloff
arrangementys involving non-AIl entitles; (v) paymenis by Als to potentially
connected Suppliers; and (vi) sale of standing timber fo an Al potentially
connected to a Supplier of that timber, Unless expressly addressed herein, the
IC has no further update of a material nature on the items ralsed above,

On the instructions of the IC, the IC Advisors gave the details of these possible
relationships to Management for further follow up and explanation. Just prior to
the Second Interim Report, Management provided information regarding Als and
Suppliers relationships among the Company and such parties.

This information was in the form of a report dated November 10, 2011,
subsequently updated on November 21, 2011 and January 20, 2012 (the latest
version being the “Kaitong Report”) prepared by Kaitong Law Firm (“Kaitong™),
a Chinese law firm which advises the Company, The Kaitong Report has been
separately delivered to the Board, Kaifong has advised that much of the
information in the Kaitong Report was provided by Management and has not
been independently verified by such law firm or the IC,

[...]

The Kaitong Report generally describes certain relationships amongst Als and
Suppliers and certain relationships between their personnel and Sino-Forest,
either identified by Management or through SAIC and other searches, The
Kaitong Report also specifically addresses certain relationships identified in the
Second Interim Report, The four main areas of information in the Kaitong Report
are as follows and are discussed in more detail below:

(i) Backers to Suppliers and Als: The Kaitong Report explains the concept of
“backers” to both Suppliers and Als, The Kaitong Report suggests that backers
are individuals with considerable influence in political, social or business circles,
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or all three, The Kaitong Report also states that such backers or their identified
main business entities do not generally appear in SAIC filings by the Suppliers or
Als as shareholders thereof and, in most instances, in any other capacity.

(iiy Suppliers and Als with Former SF Personnel: The appendices to the
Kaitong Report list certaln Suppliers that have former SF personnel as
carrent shareholders.

(iif) Common Shareholders Between Suppliers and Als: The Kaitong Report
states that there are 5 Suppliers and 3 Als with current cornmon shareholders
but there is no cross majority ownership positions between Suppliers and Als,

(iv) Transactions Involving Suppliers and Als thet have Shareholders in common:
The Kaitong Report states that, where SF has had transactions with Suppliers and
Als that have certain current shareholders in common as noted above, the subject
timber In those transactions is not the same; that is, the timber which SF buys
from such Suppliers and the timber which SF sells to such Als are located in
different counties or provinces.

The IC Advisors have reviewed the Kaitong Report on behalf of the IC. The IC
Adyisors liaised with Kaitong and met with Kaitong and current and former
Management, A description of the Kaitong Report and the [C’s findings and
comments are summarized below, By way of summary, the Kaitong Report
provides considerable information regarding relationships among Suppliers and
Als, and between them and SF, but much of this information related to the
relationship of each backer with the associated Suppliers and Als is not supported
by any documentary or other independent evidence. As such, some of the
information provided is unverified and, particalarly as it relates to the nature of
the relationships with the backers, Is viewed by the IC to be likely unverifiable
by I,

1. Backers to Suppliers and Als
(]

Giventhe general lack of information on the backers or the nature and scope of
the relationships between the Suppliers or Als and their respective backers and the
absence of any documentary support or independent evidence of such
relationships, the IC has been unable to reach any conclusion as to the existence,
nature or importance of such relationships. As a result, the IC is unable to assess
the Implications, if any, of these backers with respect to SE’s relationships with
its Suppliers or Als, Based on its experience o date, including interviews with
Suppliers and Als involving persons who have now been identified as backers
in the Kaitong Report, the IC believes that It would be very difficult for the IC
Advisors to arrange interviews with either the AIs or Suppliers or their
respective backers and, if arranged, that such interviews would yield very little,
if any, verifiable information to such advisors. The IC understands Management
is continuing to seek meetings with its Als and Suppliers with the objective of
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obtaining information, to the extent such is available, that will provide further
background to the relationships to the Audit Committee,

]

2, Suppliers and Als with Former SF Personnel

The Appendices to the Kaitong Report list the Suppliers with former SF personnel
as current shareholders. According to the information previously obtained by the
IC Advisors, the identification of former SF personne! indicated in the Kaitong
Report to be current shareholders of past or current Suppliers is correct.

(&) Suppliers with former SF personnel

The Kaitong Report, which is limited to examining Supplisrs where ex-SF
employees are current shareholders as shown in SAIC filings, does not provide
material new information concerning Suppliers where former SF employees were
identified by the IC in the Secend Interim Report as having various past or present
connections to current or former Suppliers except that the Kaitong Report
provides an explanation of two transactions identified in the Second Interim
Report. These involved purchases of standing timber by SF from Suppliers
controlled by persons who were employees of SF at the time of these transactions,
Neither of the Suppliers have been related to an identified backer in the Kaitong
Repart. The explanations are similar indicating that neither of the SF employees
was an officer in charge of plantation purchases or one of SF's senior
inanagement at the time of the transactions, The employees in question were
Shareholder #14 in relation to @ RMB 49 million purchase from Supplier #18 in
December 2007 (shown in SAIC filings to be 100% owned by him) and
Shareholder #20 in relation to a RMB 3.3 million purchase from Supplier #23
(shown in SAIC filings to be 70% owned by him) in October 2007, The Kaitong
Report indicates Shareholder #20 is a current employee of SF who then had
responsibilities in SF’s wood board production business.

The 1C is not aware that the employees’ ownership positions were brought to the
attention of the Board at the time of the transactions or, subsequently, until the
publication of the Second Interim Report and understands the Audit Committee
will consider such information,

(b) Als with former SF personnel

The Kaitong Report indicates that no SF -employees are listed in SAIC filing
reports as current shareholders of Als. Except as noted herein, the IC agrees with
this statement. The Kaitong Report does not address the apparent role of an ex-
employee Officer #3 who was introduced to the IC as the person in charge of Al
#2 by Backer #5 of Al Conglomerate #1. Backer #5 is identified in the Kaitong
Report as a backer of two Als, including Al#2, (The Kaitong Report properly
does not include Al #14. as an A} for this purpose, whose 100% shareholder is
former SF employee Officer #3, However, the IC is satisfied that the activities of
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this entity primarily relate to certain onshoring transactions that facilitated the
transfer of SF BVI timber assets to SF WFOE subsidiaries.) ‘

There was ane other instance where a past shareholding relationship has been
identified between an Al #10 and persons who ‘were previously or are still shown
on the SF human resources records, Sharcholder #26 and Shareholder #27.
Management has explained that such entity sold wood board processing and other
assets to SF and that the persons associated with that company consulted with SF
after such salc in relation to the purchased wood board processing assets, Such
entity subsequently also undertook material timber purchases as an Al of SF in
2007-2008 over a time period in whick such persons are shown as shareholders
of such AI in the SAIC fillng reviewed (as to 47.5% for Shareholder #26 and as
0 52,5% for Shareholder #27), That time perlod also intersects the time that
Shareholder #26 is shown In such human resources records and partially
intersects the time that Shareholder #27 Is shown on such records.
Management has also explained that Shareholder #26 subsequent to the time of
such AI sales became an employee of a ST wood board processing subsidiary,
Management has provided certain documentary evidence of lts explanations.
The IC understands that the Audit Committee will consider this matter,

3. Cominon Sharcholders between Supplier and Als

The Kaitong Report states that there are 5 Suppliers and 3 Als that respectively
have certain common current shareholders but also states that there is no cross
control by those current shareholders of such Suppliers or Als based on SAIC
fitings. The Kaitong Repoit correctly addresses current cross shareholdings in
Suppliers and Als based on SAIC filings but does not address certain other
shareholdings, With the exception of one situation of cross contro] in the past, the
IC has not identified a circumstance in the SAIC filings reviewed where.the same
person contrelled a Suppller at the time it controfled a different Al The one
exception Is that from April 2002 to February 2006, AI #13 Is shown in SAIC
Sfilings as the 30% shareholder of Supplier/Al #14, Al #13 did business with SF
BVIs from 2005 through 2007 and Supplier/Al #14 supplied SF BVIs from
2004 through 2006, However, the IC to date has only identified one contract
involving tineber bought from Supplier/AI #14 that was subsequently sold (o AI
#13, It involved a parcel of 2,379 Ha. timber sold (o AI #13 in December 2005
that originated from a larger timber purchase contract with Supplier/AI #14
earlier that year, Managemen{ has provided an explanation for this
transaction. The IC understands that the Audit Committee will consider this
matier,

4, Transactions involving Suppliers and Als with Current Shareholders in
Common

The Kaitong Report states that where SF has had transactions with 5 Suppliers
and 3 Als that have current shareholders in common (but no one controlling
sharcholder) as shown in SAIC filings, the subject timber in the transactions they
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Sine’s Audit Committee but purported to exercise oversight of their former E&Y colleagues. In

addition, Sino’s Vice-President, Finance (Corporate), Thomas M. Maradin, is & former E&Y

22

each undertook with SF is not the same, that is, the timber which SF buys from
the Suppliers and the timber which SF sells to the Als where the Supplier and Al
have a current common shareholder were located in different areas and do not
involve the same plots of timber, The Kaitong Report further states that where
SF has had transactions with 5 Suppliers and 3 Als with current shareholders in
common as shown in SAIC filings, SF had transactions with those Als prior to
having transactions with those Suppliers, thus SF was not overstating its
transactions by buying and selling to the same counterparties.

[-]

The Kaitong Report does not specifically address historical situations involving
common shareholders and potential other interconnections between Als and
Suppliers that may appear as a result of the identification of backers. There is
generally no ownership connection shown in SAIC filings between backers and
the Suppliers and Als associated with such backers in the Kaitong Report.

[..]
VI, OUTSTANDING MATTERS

As noted in Section I above, the {C understands that with the delivery of this
report, its examination and review activities are terminated, The IC would expect
its next steps may include only:

(a) assisting In responses to regulators and RCMP as required; and

(b) such other specific activities as it may deem advisable or the Board may
instruct,

[Emphasis added]

IX., SINO REWARDS ITS EXPERTS

Bowland, Hyde and West are former E&Y partners and employees. They served on

employee,
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210,  The charter of Sino's Audit Committee required that Ardell, Bowland, Hyde and West
“review and take gction to eliminate al! factors that might impair, or be perceived to impair, the
independence of the Auditor,” Sino's practice of appointing E&Y personnel to its board — and
paying them handsomely (for example, Hyde was paid $163,623 by Sino in 2010, $115,962 in
2009, $57,000 in 2008 and $55,875 in 2007, plus_ options and other compensation) — undermined

the Audit Committee’s oversight of E&Y,

211, E&Y'’s independence was impaired by the significant non-audit fees it was paid during

2008-2010, which total $712,000 in 2008, $1,225,000 in 2009 -and $992,000 in 2010,

212,  Further, Andrew Fyfe, the fonmer Asia-Pacific President for PSyry lorestry Industry Ltd,
was appointed Chief Operating Officer of Greenheart, and is the director of several Sino
subsidiaries. Fyfe signed the P&yry valuation report dated June 30, 2004, March 22, 2005, March

23, 2006, March 14, 2008 and April 1, 2009,

213. George Ho, Sino's Vice President, Finance (China), is a former Senior Manager of the
BDO.

X. THE DEFENDANTS’ RELATIONSHIP TO THE CLASS
214, By virtue of their purported accounting, financial andfor managerial acumen and
qualifications, and by virtue of their having assumed, voluntarily and for profit, the role of
gatekeepers, the Defendants had a duty at common law, informed by the Securities Legislation
and/or the CBCA, to exercise care and diligence to ensure that the Impugned Documents fairly

and accurately disclosed Sino’s financial condition and performance in accordance with GAAP,

215.  Sino is & reporting issuer and had an obligation to make timely, full, true and accurate

disclosure of material facts and changes with respect to its business and affairs,
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216.  The Individual Defendants, by virtue of their positions as senior officers and/or directors
of Sino, owed a duty to the Class Members (o ensure that public statements on behalf of Sino
were not untrue, Inaccurate or misleading. The continuous disclosure requirements in Canadian
securities law mandated that Sino provide the Tmpugned Documents, including quarterly and
annual financial statements, These documents were meant to be read by Class Members who
acquired Sino’s Securities in the secondary market and to be relied on by them in making
investment decisions. This public disclosure was prepared to attract investment, and Sine and the
Individual Defendants intended that Class Members would rely on public disclosure for that
purpose, With respect to Prospectuses and Offering Memoranda, these documents were prepared
for primary market purchasers. They include detailed content as mandated under Canadian
securities legislation, national instruments and OSC rules, They were meant to be read by the
Class Members who acquired Sino’s Securities in the primary market, and to be relied on by
them in making decisions about whether to purchase the shares or notes under the Offerings to

which these Prospectuses and Offering Memoranda related.

217, Chan and Horsley had statutory obligations under Canadian securities law to ensure the

accuracy of disclosure documents and provided certifications in respect of the annual reports, -

financial statements and Prospectuses during the Class Period, The other Individual Defendants
were directors of Sino during the Class Period and each had a statutory obligation as a director
under the CBCA to manage or supervise the management of the business and affairs of Sino.
These Individual Defendants also owed a statutory duty of care fo shareholders under section 122
of the CBCA. In addition, Poon, along with Chan, co-founded Sino and has been its president

since 1994, He is Intimately aware of Sino’s operations and as a long-standing senior officer, he
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had an obligation to ensure proper disclosure, Poon authorized, permitted or acquiesced in the

release of the Impugned Documents,

218. BDO and E&Y acted as Sino’s suditors and provided audit reports in Sino’s annual
financial statements that were directed to shareholders. These audit reports specified that BDO
and E&Y had conducted an audil in accordance with GAAS, which was untrue, and included
their opinions that the financial statements presented fairly, in all material respects, the financial
f,\osition of Sino, the results of operations and Sino’s cash flows, in accordance with GAAP,
BDO and E&Y knew and intended that Class Members would rely on the audit reports and

assurances about the material accuracy of the financial statements,

219, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD each
signed one or more of the Prospectuses and certified that, to the best of its knowledge,
information and belief, the particular prospectus, together _with the documents incorporated
therein by reference, constituted full, true and plain disclosure of all material facts relating to the
securities offered thereby. These defendants knew that the Class Members who acquired Sino’s
Securities in the primary market would rely on these assurances and the trustworthiness that
would be credited to the Prospectuses because of their involvement, Further, those Class
Members that purchased shares under these Prospectuses purchased their shares from these

defendants as principals.

220, Credit Suisse USA, TD and Banc of America acted as initial purchasers or dealer
managers for one or more of the note Offerings. These defendants knew that petsons purchasing
these notes would rely on the trustworthiness that would be credited to the Offering Memoranda

because of their invo lvement,
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XL, THEPLAINTIFES’ CAUSES OF ACTION
A, Negligent Misrepresentation :
221.  As against all Defendants except Pdyry and the Underwriters, and on behalf of &l Class

_ Members who acquired Sino’s Securities in the secondary market, the Plaintiffs plead negligent

misrepresentation for all of the Impugned Dogouments except the Offering Memoranda.

222. Tl.abourers and Wong, on behalf of Class Members who purchased Sino Securities in one
of the distributions to which a Prospectus related, plead negligent misrepresentation as against
Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, Dundee, Merrill,

Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD for the Prospectuses,

223, Grant, -on behalf of Class Members who purchased Smo Securities in one of the
distributions to which an Offering Memorandum related, pleads negligent misrepresentation as

against Sino, BDO and BE&Y for the Qffering Memoranda,

224, In support of these claims, the sole misrepresentation that the Plaintiffs plead is the
Representation.  The Representation is contained in the language relating to GAAP

particularized above, and was untrue for the reasons particularized elsewhere herein,

225, The Impugned Documents were prepared for the purpose of attracting investment and
inducing members of the investing public to purchase Sino securities. The Defendants knew and
intended at alt material fimes that those documents had been prepared for that purpose, and that
the Class Members would rely reasonably and to their detriment upon such documents in making

the decision to purchase Sino securities,

226, The Defendants further knew and intended that the information contained in the

Impugned Documents would be incorporated into the price of Sino’s publlcly traded securities
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such that the trading price of those securities would at all times reflect the information contained

in the Impugned Documents,

227, As set out elsewhere herein, the Defendants, other than Pdyry, Credit Suisse USA and
Banc of America, had a duty at common law to exercise care and diligence to ensure that the
Impugned Documents fairly and accurately disclosed Sino’s financial condition and performance

in accordance with GAAP,

228, These Defendants breached that duty by making the Representation as particularized

above,

229,  The Plaintiffs and the other Class Members directly or indirectly relied upon the
Representation in making a decision fo purchase the securities of Sino, and suffered damages

when the falsity ofthe Representation was revealed on June 2, 2011,

230, Alternatively, the Plaintiffs and the other Class Members relied upon the Representation
by the act of purchasing Sino securities in an efficient market that promptly incorporated into the
price of those securities all publicly available material information regarding the seeurities of
Sino. As a result, the repeated publication of the Representation in these Impugned Documents
caused the price of Sino’s shares to trade af inflated prices during the Class Period, thus directly

resulting in damage to the Plaintiffs and Class Membecrs,

B. Statutory Claims, Negligence, Oppression, Unjust Enrichment and Consplracy
(i) Statutory Liability— Secondary Markel under the Securities Legislation
231, The Plaintiffs plead the claim found in Part XXII[] of the OSA, and, if required, the

equivalent sections of the Securities Legislation other than the OSA, against all Defendants

except the Underwriters.
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232. Each of the Impugned Documents except for the December 2009 and October 2010

Offering Memoranda is a “Core Document™ within the meaning of the Securities Legistation,

233, Each of these Impugned Documents contained one or more misrepresentations as

particularized above, Such misrepresentations and the Representation are misrepresentations for

the purposes of the Securities Legislation,

234, Each of the Individual Defendants was an officer and/or director of Sine at material
times, Each of the Individual Defendants authorized, permitted or acquiesced in the release of

some or all of these Impugned Documents,
235,  Sino is a reporting issuer within the meaning of the Securities Legislation.

236, E&Y is an expert within the meaning of the Secuyrities Legislation, E&Y consented fo

the use of its statements particularized above in these Impugned Documents,

237. BDO is an expert within the meaning of the Securities Legislation. BDO consented to

the use of its statements particulerize above in these Impugned Documents,

238, Poyry is an expert within the meaning of the Securities Legislation. Pdyry consented to

the use of its statements particularized above in these Impugned Documents,

239, At all material times, each of Sino, Chan, Poon and Horsley, BDO and E&Y knew or, in
the alternative, was wilfully blind'to the fact, that the Impugned Documents contained the
Representation .and that the Representation was false, and that the Impugned Documents

contained other of the misrepresentations that are alleged above to have been contained therein.

(1) Statutery Liability — Primary Market for Sino's Shares under the Securities
Legislation

240, Asageainst $ino, Chan, Horsley, Wang, Martin, Mak, Murray, Hyde, Ptyry, BDO, E&Y,

Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maison, Canaccord and TD, and on behalf
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of those Class Members who purchased Sino shares in one of the distributions to which the June
2009 or December 2009 Prospectuses related, Labourers and Wong assert the cause of action set
forth in & 130 of the OSA and, if necessary, the equivalent provisions of the Securities

Legislation other than the OSA4.

241, Sino issued the June 2009 and December 2009 Prospectuses, which contained the
Representation and the other misrepresentations that are alleged above to have been contained in

those Prospectuses or in the Sino disclosure documents incorporated therein by reference,

(i) Starurory Liability - Primary Marker for Sino's Notes under the Securitles
Legisiation

242, As against Sino, and on behalf of those Class Members who purchased or otherwise
acquired Sino’s notes in one of the offerings fo which the July 2008, June 2009, December 2009,
and October 2010 Offering Memoranda related, Grant asserts the cause of action set forth in s,
130.1 of the OSA and, if necessary, the equivalent provisions of the Securities Legislation other

than the OSA4.

243, Sino issued the July 2008, June 2009, December 2009 and October 2010 Offering
Memoranda, which contained the Representation and the other misrepresentations that are
alleged above to have been contained in those Offering Memoranda or iq the Sino disclosure
documents incorporated therein by reference,

(iv)  Negligence Simpliciter — Primary Marker for Sino's Securities
244, Sino, Chan, Poon, Horsley, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y, PSyry and
the Underwriters (collectively, the “Primary Market Defendants”) acted negligently in

connection with one or more of the Offerings,

245.  As against Sino, Chan, Horsley, Poon, Wang, Martin, Mak, Murray, Hyde, BDO, E&Y,

Péyry, Dundee, Merrill, Credit Suisse, Scotia, CIBC, RBC, Maisen, Canaccord and TD, and on
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behalf of those Class Members who purchased Sino’s Securities in one of the distributions to

which those Prospectuses related, Labourers and Wong assert negligence simpliciter,

246, As against Sino, BDO, E&Y, Péyry, Credit Suisse USA, Banc of America and TD, and
on behalf of those Class Members who purchased Sino’s Securities in one of the distributions to

which the Offering Memoranda related, Grant asserts negligence simpliciter,

247,  The Primary Market Defendants owed a duty of care to ensure that the Prospectuses
and/or the Offering Mcmoranda they issued, or authorized to be issued, or in respect of which
they acted as an underwriter, initial purchaser or dealer manager, made full, true and plain
disclosure of all material facts relating to the Securities offered thereby, or to ensure that their
opinions or reports contained in such Prospectuses and Offering Memoranda did not contain a

misrepresentation,

248,  Atall times material to the matters complained of herein, the Primary Market Defendants
ought to have known that such Prospectuses or Offering Memoranda and the documents
incorporated thergin by reference were materially misleading in that thcy contained the

Representation and the other misrepresentations particularized above.

249,  Chan, Poon, Horsley, Wang, Martin, Mak, Murray and Hyde were senior officers and/or
directors at the time the Offerings to which the Prospectuses related, These Prospectuses were
created for the purposes of obtaining financing for Sino’s operations, Chan, Horsley, Martin and
Hyde signed each of the Prospectuses and certified that they made full, frue and plain disclosure
of all material facts relating to the shares offered. Wang, Mak and Murray were directors during
one or more of these Offerings and each had a statutory obligation to manage or supervise the

management of the business and affairs of Sino, Poon was a dircetor for the June 2007 share

Offering and was president of Sino at the time of the June 2009 and December 2009 Offering,
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Poon, along with Chan, co-founded Sino and has been the president since 1994, He is intimately

aware of Sino’s business and affairs,

250, The Underwriters acted as underwriters, initial purchasers or dealer managers for the
Offerings fo which the Prospectuses and Offering Memoranda related. They had an bbligation to
conduct due diligence in respect of those Offerings and ensure that those Securities were offering
at a price that reflected their true value or that such distributions did not proceed if inappropriate.
In addition, Dundee, Merrill, Credit Suisse, Scotie, CIBC, RBC, Maison, Canaccord and TD
signed one or more of the Prospectuses and certified that to the best of their knowledge,
information and belief, the Prospectuses constituted full, true and plain disclosure of all material

facts relating to the shares offered,

251, E&Y and BDO acted as Sino’s auditors and had a duty to maintain or to ensure that Sino
maintained appropriate internal controls to ensure that Sino's disclosure documents adequately

and fairly presented the business and affairs of Sino on a timely basis.

252, P8yry had a duty to ensure that its opinions and reports reflected the true nature and value
of Sino’s assets, Poyry, at the time it produced each of the 2008 Valuations, 2009 Valuations,
and 2010 Valuations, specifically consented to the inclusion of those valuations or a summary at
any time that Sino or its subsidiaries filed any documents on SEDAR or issued any documents

pursuant to which any securities of Sino or any subsidiary were offered for sale,

253, The Primary Market Defendants have violated their duties to those Class Members who
purchased Sine's Securitics in the distributions fo which a Prospectus or an Offering

Memorandum related.
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254, The reasonable standard of care expected in the circumstances required the Primary
Market Defendants fo prevent the distributions to which the Prospectuses or the Offering
Memoranda related from occurring prior to the correction of the Representation and the other
misrepresentations alleged above to have been contained in the Prospectuses or the 'Oﬂ"cring
Memoranda, or in the documents incorporated therein by reference. Those Defendants failed to
meet the standard of care required by causing the Offerings to occur before the correction of such

misrepresentations.

255, In addition, by failing to attend and participate in Sino board and board committee
meetings to a reasonable degree, Murray and Poon effectively abdieated their duties to the Class

Members and as directors of Sino,

256, 8Sino, E&Y, BDO and the Individual Defendants further breached their duty of care as
they failed to maintain or to ensure that Sino maintained appropriate internal contrels fo ensure
that Sino's disclosure documents adequately and fairly presented the business and affairs of Sino

on a timely basis.

257. Had the Primary Market Defendants exercised reasonable care and diligence in
connection with the distributions to which the Prospectuses related, then securities regulators
likely would not have issued a receipt for any of the Prospectuses, and those distributions would

not have occurred, or would have oceurred at prices that reflected the true value of Sino’s shares,

258, Had the Primary Market Defendants exercised reasonable care and diligence in
comnection with the distributions to whieh the Offering Memoranda related, then those
distributions would not have occurred, or would have occurred at prices that reflected the true

value of Sing’'s notes,
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259, The Primary Market Defendants’ negligence in relation to the Prospectuses and the
Offering Memoranda resulted in damage to Labourers, Grant and Wong, and to the other Class
Members who purchased Sino’s Securities in the related distributions, Had those Defendants
satisfied their duty of care to such Class Members, then those Class Members would not have
purchased the Securities that they acquired under the Prospectuses or the Qffering Memoranda,

or they would have purchased them at a mueh lower price that reflected their true value,

(v} Unjust Enrichment ¢f Chan, Martin, Poon, Horsley, Mak and Murray
260, As aresult of the Representation and the other misrepresentations particularized above,

Sino’s shares traded, and were sold by Chan, Martin, Poon, Horsley, Mak and Murray, at
artifieially inflated prices during the Class Period.

261, Chan, Martin, Poon, Horsley, Mak and Murray were enriched by their wrongful aets and
omissions during the Class Period, and the Class Members who purchased Sino shares from such

Defendants suffered a corresponding deprivation,

262, There was no juristic reason for the resulting enrichment of Chan, Martin, Poon, Horsley,

Mak and Murray.

263, The Class Msmbers who purchased Sino shares fitom Chan, Martin, Poon, Horsley, Mak
and Murray during the Class Period are entitled to the difference between the price they paid to
such Defendants for such shares, and the price that they would have paid had the Defendants not
made the Representation and the other misrepresentations particularized above, and had not

committed the wrongful acts and omissions particularized above.
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(vi}  Unjust Enrichment of Sino
264, Throughout the Class Period, Sino made the Offerings, Such Offerings were made via

various documents, particularized above, that contained the Representation and the

misrepresentations particularized above,

265, The Securitics sold by Sino via the Offerings were sold at artificially inflated prices as a

resuit of the Representation and the others misrepresentations particularized above,

266,  Sino was enriched by, and those Class Members who purchesed the Securities via the
Offerings wel:e deprived of, an amount equivalent to the difference between the amount for
which the Securities offered were actually sold, and the amount for which such securities would
have been sold had the Offerings not included the Representation and the misrepresentations

particularized above,

267.  The Offerings violated Sino’s disclosure obligations under the Securities Legislation and
the various instruments promulgated by the securities regulators of the Provinces in which such

Offerings were imade, There was ro juristic reason for the enrichment of Sino.

(vi}  Unjust Enrichment of the Underwriters _
268, Throughout the Class Period, Sino made the Offerings. Such Offerings were made via

the Prospectuses and the Offering Memoranda, which contained the Representation and the other
misrepresentations particularized above. Each of the Underwriters underwrote one or inore of

the Offerings,

269. The Securities sold by Sino via the Offerings were sold at artificially inflated prices as a
result of the Representation and the other misrepresentations particularized above. The

Underwriters earned fees from the Class, whether directly or indirectly, for work that they never
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performed, or that they performed with gross negligence, in connection with the Offerings, or

some of them,

270, The Underwriters were enriched by, and those Class Members who purchased securities
via the Offerings were deprived of, an amount equivalent to the fees the Underwriters earned in

connection with the Offerings.

271, The Offerings violated Sino’s disclosure obligations under the Securities Legisiation and
the various instruments promulgated by the securities regulators of the Provinces in which such

Offerings were made, There was no juristic reason for the enrichment of the Underwriters,

272, In addition, some or all of the Underwriters also acted as brokers in secondary market
transactions relating to Sino securities, and earned trading commissions from the Class Members
in those secondary market transactions in Sino's Securities, Those Underwriters were enriched
by, and those Class Members who purchased Sino securities through those Underwriters in their
capacity as brokers were deprived of, an amount equivalent fo the commissions the Underwriters

earned on such secondary market trades.

273, Had those Underwriters who also acted as brokers in secondary market transactions
exercised ressonable diligence in connection with the Offerings in which they acted as
Underwriters, then Sino’s securities likkely would not have traded at all in the secondary market,
and the Underwriters would not have been paid the aforesaid trading commissions by the Class
Members, There was no juristic reason for that enrichment of those Underwriters through their
receipt of trading co mmi;ss ions from the Class Members,
(vii)  Oppression
274,  The Plaintiffs and the other Class Members had a reasonable and legitimate expectation

that Sino and the Individual Defendants would use their powers to direct the company for Sino’s
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best interests and, in turn, in the interests of its security holders. More specifically, the Plaintiffs

and the other Class Members had a reasonable expectation that:

273,

(a)

(b)

(c)

(d)

(e)
®

Sino and the Individual Defendants would comply with GAAP, and/or cause Sino
to comply with GAAP;

Sino and the Individual Defendants would take reasonable steps to ensure that the
Class Members were made aware on a timely basis of material developments in

Sino’s business and affairs;

Sino and the Individual Defendants would implement adequate corporate
governance procedures and internal controls to ensure that Sino disclosed material
facts and material changes in the company’s business and affairs on a timely

basis;

Sino and the Individual Defendants would not make the misrepresentations

particularized above;

Sino stock options would not be backdated or otherwise mispriced; and

the Individual Defendants would adhere to the Code,

Such reasonable expectations were not met as;

(a)
(b)

(¢)
(d)
(¢)
®

Sino did not comply with GAAP;

the Class Members were not made aware on a timely basls of material

developments in Sino’s business and affairs;

Sino’s corporate governance procedures and internal controls were inadequate;
the misrepresentations particularized above were made;

stock options were backdated and/or otherwise mispriced; and

the Individual Defendants did not adhere to the Code,
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276, Sino'’s and the Individual Defendants® condust was oppressive and unfairly prejudicial to
the Plaintiffs and the other Class Members and unfairly disregarded their interests. These
defendants were charged 'with the operation of Sino tor the benefit of all of its shareholders.

The value of the shareholders® investments was based on, among other things:
()  the profitability of Sino;

(b)  the integrity of Sino’s management and its ability to run the company in the

interests of all shareholders;
(c) Sino’s compliance with its disclosure obligations;

(d)  Sino’s ongoing representation that its corporate governance procedures met with
reasonable standards, and that the business of the company was subjected to

reaso nable scrutiny; and

(e) Sino’s ongoing representation that its affairs and financial reporting were being
conducted in accordance with GAAP,

277. This oppressive conduct impaired the ability of the Plaintiffs and other Class Members to
make informed investment decisions about Sino’s securities, But for that conduct, the Plaintiffs
and the other Class Members would not have suffered the damages alleged herein.

(viii}  Conspiracy
278, Sino, Chan, Poon and Horsley conspired with each other and with persons unknown
{collectively, the “Conspirators™ to inflate the price of Sino’s securities, During the Class
Period, the Conspirators unlaw{ully, maliciously and lacking bona fides, agrecd together to,
among other things, make the Representation and other misrepresentatjons particularized above,
and to profit from such misrepresentations by, among other things, issuing stock options in

respect of which the strike price was impermissibly low,
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The Conspirators’ predominant purposes in 5o conspiring were to:

(a)

(b)

(c)

inflate the price of Sino’s securities, or alternatively, maintain an artificially high

trading price for Sino’s securities;
artificially increase the value of the secutities they held; and

inflate the portion of their compensation that was dependent in whole or in part

upon the performance of Sino and its securities.

In furtherance of the conspiracy, the following are some, but not all, of the acts carried

out or caused to be carcied out by the Conspirators;

281,

(a)
(6

(©

(d)

(®)

they agreed to, and did, make the Representation, which they knew was false;

they agreed to, and did, make the other misrepresentations particularized above,

which they knew were false;

they caused Sino to issuc the Impugned Documents which they knew to be

materially misleading;

as alleged more particularly below, they caused to be issued stock options in

respect of which the sirike price was impermissibly low; and

they authorized the sale of securities pursuant to Prospectuses and Offering

Memoranda that they knew to he materially false and misleading.

Stock options are a form of compensation used by companies to incentivize the

performance of directors, officers and employees, Options are granted on a certain date (the

‘grant date’) at a certain price (the ‘exercise’ or ‘strike’ price). At some point in the future,

typically following a vesting period, an options-holder may, by paying the strike price, exercise

the option and convert the option into & share in the company, The option-holder will make

money as long as the option’s strike price is lower than the market price of the security at the
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moment that the option is exercised. This enhances the incentive of the option reciplent to work

to raise the stock price of the company,
282, There are three types of option grants:

(a) ‘in-the-money’ grants are options granted where the strike price is lower than the
market price of the security on the date of the grant; such options are not
permissible under the TSX Rules and have been prohibited by the TSX Rules at

all material times;

(b) ‘at-the-money’ grants are options granted where the strike price is equal to the
market price of the security on the date of the grant or the closing price the day

prior to the grant; and

{¢)  ‘out-of-the-money’ grants are options granted where the strike price is higher than

the market price of the security on the date of the grant.
283. Both at-the-tnoney and out-of-the-money options are permissible under the TSX Rules

and have been at all material times,

284, The purpose of both at-the-money and out-of-the-money options is to create incentives
for option recipients to work to raise the share price of the company. Such options have limited
value at the time of the grant, because they entitle the recipient to acquire the company’é shares
at or above the price at which the recipient could acquire the company’s shares in the open
market. Options that are in-the-money, however, have substantial value at the time of the grant

irrespective of whether the company’s stock price rises subsequent to the grant date,
285, At all material times, the Sino Option Plan (the “Plan™) prohibited in-the-money options.

286, The Conspirators backdated and/or otherwise mispriced Sino stock options, or caused the
backdating and/or mispricing of Sino stock options, in violation of, inter alia: (a) the OSA and the

rules and regulations promulgated thereunder; (b) the Plan; (¢) GAAP; (d) the Code; (¢) the TSX
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Rules; and (f) the Conspirators’ statutory, common law and contractual fiduciary duties and

duties of care to Sino and iis shareholders, including the Class Members,

287, The Sino stock options that were bacldated or otherwise mispriced included those issued
on June 26, 1996 to Chan, January 21, 2005 to Horsley, September 14, 2005 to Horsley, .June 4,
2007 to Horsley and Chan, August 21, 2007 to Sino insiders other than the Conspirators,
November 23, 2007 to George Ho and other Slino insiders, and March 31, 2009 to Sino insiders

other than the Conspirators.

2838. The graph below shows the average stock price retuins for fifteen trading days prior and
subsequent to the dates as of which Sino priced its stock options to its insiders, As appears
therefrom, on average the dates as of which Sino’s stock options were priced were preceded by a
substantial decline in Sino's stock price, and were followed by & dramatic increase in Sino's

stock price. This pattern could not plausibly be the result of chance,
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289, The conspiracy was unlawful because the Conspirators knowingly and intentionally
committed the foregoing acts when they knew such conduct was in violation of, infer alig, the
O34, the Securities Legislation other than the 0S4, the Code, the rules and requirements of the
TSX {the *“TSX Rules”) and the CBCA. The Conspirators intended to, and did, harm the Class

by causing artificial inflation in the price of Sino’s securities.

290. The Conspirators directed the conspiracy toward the Plaintiffs and the other Class
Members, The Conspirators knew in the circumstances that the conspiracy would, and did,
cause [oss to the Plaintiffs and the other Class Members., The Plaintiffs and the Class Members
suffered demages when the falsity of the Representation and other misrepresentations were

revealed on June 2, 2011,

XII. "THE RELATIONSHIP BETWEEN SINO’S DISCLOSURES
AND THE PRICE OF SINO’S SECURITIES

291, The price of Sino's securities was directly affected during the Class Period by the
issuance of the Tmpugned Documents, The Defendants were aware at all material times of the

effect of Sino’s disc losure documents upon the price of its Sino’s securities,

292, The Impugned Documents were filed, among other places, with SEDAR and the TSX,
and thereby became immediately available to, and were reproduced for inspection by, the Class

Members, other members of'the investing public, financial analysts and the financial press,

293, Sino routinely transmitted the doeuments referred to above to the financial press,
financial analysts and certain prospective and actual holders of Sino securities, Sino provided

either copies of the above referenced documents or links thereto on its website.
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294. 8Sino regularly communicated with the public investors and financial analysts via
established market communication mechanisms, including through regular disseminations of
their disclosure documents, including press releases on newswire services in Canada, the United
States and elsewhere. Each time Sino communicated that new material information about Sino

financial results to the public the price of Sino securities was directly affected.

295. Sino was the subject of analysts® reports that incorporated certain of the material
information contained in the Impugned Documents, with the effect that any recommendatlons to
purchase Sino securities in such reports during the Class Period were based, in whole or in part,

upon that information.

296, Sino's securities were and are traded, among other places, on the TSX, which is an
efficient and autornated market. The pricc at which Sino's securities traded promptly
incorporated material information from Sino’s disclosure documents about Sino’s business and
affairs, including the Representation, which was disseminated to the public through the

documents referred to above and distributed by Sino, as well as by other means,

XIII, VICARIOUS LIABILITY
A, Sino and the Individual Defendants
297. Sino is vicariously liable for the acts and omissions of the Individual Defendants

particylarized in this Claim.

298, The acts or amissions particularized and alleged in this Claim to have been done by Sino
were authorized, ordered and done by the [ndividual Defendants and other agents, emp[pyees
and representatives of Sino, while engaged in the management, direction, control and transaction
- of the business and affairs of Sino. Such acts.and omissions are, thevefore, not only the acts and

omissions of the Individual Defendants, but are also the acts and omissions of Sino.
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299, At all material times, the Individual Defendants were officers and/or directors of Sino,
As their aets and omissions are independently tortious, they are personally [iable for same to the

Plaintiffs and the other Class Members.

B. E&Y
300, E&Y is vicariously liable for the acts and omissions of each of its officers, directors,

partners, agents and employees as set out above,

301.  The acts or omissions particularized and alleged in this Claim to have been done by E&Y
were authorized, ordered and done by its officers, directors, partners, agents and employees,
while engaged in the management, direction, control and transaction of the business and affairs
of E&Y. Such acts and omissions are, therefore, not only the dcts and omissions of those

persons, but are also the acts and omissions of E&Y.

C. BDO
302. BDO is vicariously liable for the acts and omissions of each of lts officers, directors,

partners, agents and employees as set out above,

303, The acts or omissions particularized and alleged in this Claim to have been done by BDO
were authorized, ordered and done by its officers, directors, partners, agents and employees,
while engaged in the management, direction, control and transaction of the business and affairs
of BDO. Such acts and omissions are, therefore, not only the acts and omissions of those
persons, but are also the acts and omissions of BDO.

D. Piyry

304, Pdyry is vicariously liable for the acts and omissions of each of its officers, directors,

partners, agents and employees as set out above,

1055



121

305, The acts or omissions particularized and alleged in this Claim to have been done by
Pdyry were authorized, ordered and done by its officers, directors, partners, agents and
employees, while engaged in the management, direction, control and transaction of the business
and affairs of PSyry. Such acts and omissions are, therefore, not only the acts and omissions of

those persons, but are also the acts and omissions of Pdyry.

E, The Underwriters :
306, The Underwriters are vicariously liable for the acts and omissions of each of their

respective officers, dlirectors, partners, agents and employees as set out above.

307, The acts or omissions particularized and alleged in this Claim to have been done by the
Underwriters were authorized, ordered and done by each of their respective officers, directors,
partners, agents and employees, while engaged in the management, diroction, control and
transaction of the business and affairs such Underwriters. Such acts and omissions are,
therefore, not only the acts and omissions of those persons, but are also the acts and omissions of

the respective Underwriters.

XIV., REAL AND SUBSTANTIAL CONNECTION WITH ONTARIO
308. The Plaintiffs plead that this action has a real and substantial connection with Ontario

because, among other thing:
(a) Sino is-a reporting issuer in Ontario;
(b) Sino’ s shares trade on the TSX which is located in Toronto, Ontario;
(¢}  Sino’s mgistered office and principal business office is in Mississauga, Ontario;

(d}  the Sino disclosure documents referred to herein were disseminated in end from

Ontario;

(e}  asubstantial proportion of the Class Members reside in Ontario;
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Sino carries on business in Ontario; and

a substantial portion of the damages sustained by the Class were sustained by

persons and entities domiciled in Ontario.

XV. SERVICE OUTSIDE OF ONTARIO

309, The Plaintiffs may serve the Notice of Actipn and Statement of Claim cutside of Ontario

without Jeave in accordance with rule 17.02 of the Rules.of Civil Procedure, because this claim

is:
(&)
(&)

(©)

(d)

(e)

a claim in respect of personal property in Ontario (para 17.02(a));
a claim in rospect of damage sustained in Ontario (para 17.02(h));

a claim authorized by statute to be made against a person outside of Ontario by a

proceeding in Ontario (para 17.02(n)); and

a claim against a person outside of Ontario who is a necessary or proper party to a
proceeding properly brought agaeinst another person served in Ontario (para
{7.02(0)); and

a claim against a person ordinarily resident or carrying on business in Ontario
(para 17.02(p)).

XVI. RELEVANT LEGISLATION, PLACE OF TRIAL, JURY TRIAL AND

310. ‘The Plaintiffs plead and rely on the CJ4, the CPA, the Securities Legistation and CBCA,

HEADINGS

all as amended.

311, The Plaintiffs propose that this action be tried in the City of Toronto, in the Province of

Ontario, as a proceeding under the CPA,
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312, The Plaintiffs will serve a jury notice.

313, The headings contained in this Statement of Claim afe for convenience only. This
Statement of Claim 1s intended to be tead as an integrated whole, and not as a series of unrelated

components.
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THE AFFIDAVIT OF ELIZABETH FIMIO
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CANADA

PROVINCE OF QUEBEC
DISTRICT OF QUEBEC
NO: 200-06-000:132-111

1061

{Class Action)
SUPERIOR COURT

GUINING LIU, residing at 6580
Monkland Ave, Unit 103, Montreal,
Quebec, H4B 2N4;

Petitioner;
'

SINO-FOREST CORPQORATION, legal
person established pursuant to the Canada
Business Corparations Act, having its head
office at 1208-90 Burmhamthorpe Rd W,
Mississauga, Ontario, L5B 3C3 ;

and
ERNST & YOUNG LLP, legal person

having Its head office at 222 Bay Street,
Toronto, Ontario, M5K 137 ;

and

ALLEN T.Y. CHAN, Sino-Forest
Corporation, 1208-90 Burnhamthorpe Rd
W, Mississauga, Ontario, L5B 3C3 ;

and

W. JUDSON MARTIN, Sino-Forest
Corporation, 1208-90 Burnhamthorpe Rd
W, Misslssauga, Oniarlo, L5B 3C3 ;

and

KAI KIT POON, Sino-Forest Corporation,
1208-90 Burnhamthorpe Rd W,
Mississauga, Ontario, LEB 3C3 ;

and

DAVID J. HORSLEY, Sino-Forest
Corporation, 1208-90 Burnhamthoipe Rd
W, Mississauga, Ontario, L58B 3C3 ;

and



—a

WILLIAM E. ARDELL, Slno-Forest
Corporation, 1208-90 Burnhamthorpe Rd
W, Misslssauga, Ontario, L5B 3C3 ;

and
JAMES P, BOWLAND, Sino-Forest

Corporation, 1208-90 Burnhamthorpe Rd
W, Mississauga, Ontario, L5B 3C3 ;

and

JAMES M.E. HYDE, Slno-Forest
Corporation, 1208-90 Bumhamthorpe Rd
W, Mississauga, Ontario, L5B 3C3 ;

and

EDMUND MAK, Sino-Forest Corporation,
1208-90 Burnhamthorpe Rd W,
Misslssatga, Ontatlo, L5B 3C3 ;

and

SIMON MURRAY, Sino-Forest

Corporation, 1208-90 Burnhamthorpe Rd

W, Mississauga, Ontatlo, L5B 3C3 ;
and

PETER WANG, Sino-Forast Cotporation,
1208-90 Burnhamthorpe Rd W,

Mississauga, Ontario, L5B 3C3 ;

and

GARRY J. WEST, SIno-Forest
Corporation, 1208-90 Burnhamthorpe Rd
W, Misslssauga, Ontario, L5B 3C3 ;

and

POYRY (BEIJING) CONSULTING
COMPANY LIMITED, iegal person
having its head office at 2208-2210 Cloud
9 Plaza, No. 1118 West Yan'an Reoad,
Shanghal 200052, PR China ;

Defendants;

SISKINDS, DESMELEES | sk

Page 2
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MOTION TO AUTHORIZE THE BRINGING OF A CLASS ACTION AND TO OBTAIN THE
STATUS OF REPRESENTATIVE
(Article 1002 C.C.P. and following)

TO ONE OF THE HONOURABLE JUSTICES OF THE QUEBEC SUPERIOR COURT,
SITTING IN AND FOR THE DISTRICT OF QUEBEC, YOUR PETITIONER STATES AS
FOLLOWS :

General presentation

1. The Petitloner wishes to institute a class action on behalf of the following group,

of which he is a member (the “Group™):

“All persons or entities domicited in Quebec (other than the Defendants,
their past and present subsidiaries, affiliates, officers, directors, senior
employees, partners, legal representatives, heirs, p'redecessors,
successors and assigns, and any Individual who is an immediate member
of the families of the individual named defendants) who purchased or
otherwise acquired, whether in the secondary market, or under a
prospectus or other offering document In the primary market, equity,
debt or other securities of or relating to Sino-Forest Corporation, from
and including August 12, 2008 to and Including June 2, 2011 (the “Ciass

Perfod™),”
or such other group definition as may be approved by the Court.

2. Sino-Forest Corporation (along with Its subsldiarles, “Sine”) is a public company

and its shares were listed for trading at all material times on the Toronto Stock

Page 3
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Exchange (the “TSX") under the ticker symbol “TRE,” on the Berlin exchange as
“SF} GR,” on the OTC market In the United States as “SNOFF” and on the

Tradegate market as “"SF} TH.”

3 At all materfal times, Sino purportéd to be a legiimate enterprise operating as a
commercial forest plantation operator in the People’s Republic of China ("PRC").
At ail material times, Sino overstated the nature of its forestry operations and
misrepresented the fact that its financial reporting had complied with Canadian

GAAP, when in fact it had not done so.
4, The relief that the Petitioner seeks includes the following:

a) damages In an amount equal to the losses that It and the other
Members of the Group suffered as a result of purchasing or acquiring

the securities of Slno at Inflated prices during the Class Period;

b) a declara.ti'on that every prospectus, management’s dlscussion and
analysls, annual Information form, Information drcular, annual
financial statement, interim financlal report, Form 52;109F2 and Form
52-109F1 [ssued by Sino-Ferest Corporation after August 12, 2008
(the “Impugned - Documents”) contalned one or more

misrepresentatlons;

c) a declaratlon that Sino-Forest Corporation Is vicariously liable for the
' acts and/or omisstons of Allen T.Y, Chan, W. Judson Martin, Kal Kit
Paon, David J. Horsley, Willfam E. Ardell, James P, Bowland, James

M.E. Hyde, Edmund Mak, Simon Murray, Peter Wang, Garry J. West

Page 4
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(the “Individual Defendants™), and of its other officers, directors and

employees;

d) a declaration that Ernst and Young LLP is vicariously liable for the acts
andfor omissions of each of Its officers, directors, partners and

employees; and

e) a declaration that Pyry (Beljing) Consuiting Company Limlted is
vicarfously llable for the acts and/or omissions of each of its officers,

directors and employees.

The Petitioner

5. The Petitioner is one of thousands of investors who purchased shares of Sino

during the Class Period and continued to hold shares of Siho when the price of
Sino’s securities declined due to the correction of the misrepresentations alleged

herein,,

6. Durlng the Class Period, the Petitioner made net purchases of 1,000 Sino shares
over the TSX, [Particulars of the Peﬁtioner’s Class Period transactions

are attached hereto as P-1].
The Defendants

7. The defendant Sino purports to be a commerclal forest plantation operator in the PRC,
Sino Is a corporation formed under the Canada Business Corporations Act; RSC 1985, ¢

C-44 (the "CBCA").
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10,

11,

At the material imes, Sinc was a reporting Issuer In all provinces of Canada, and had its
registered office located in Mississauga, Ontario, At the materlal times, Sino’s shares

were listed for trading on the TSX under the ticker symbol “TRE,” on the Berlin

. exchange as “SFJ GR,” on the OTC market in the United States as “SNOFF" and on the

Tradegate market as "SFJ TH,” Sino securities are also listed on alternative trading
systems in Canada and elsewhere including, without limitation, AlphaToronte and
PureTrading. Sino also has various debt Instruments, derivatives and other securities

which are publicly traded In Canada and elsewhere,

The defendants Allen T.Y. Chan, W. Judson Martin, Kai Kit Poon, David J. Horsley,
Willlam E. Ardell, James P. Bowland, James M.E. Hyde, Edmund Mak, Simon Murray,
Peter Wang and Garry J. West (the “D&0s") are officers and/or directors of Sino. Each
of them are directors and/or officers .of Sino within the meaning of the Securitles Act,

RSQ ¢ V-1.1 (the “Securities Act ).

The defendant Ernst & Young LLP (“E&Y") Is Sino's auditor. E&Y is an expert of Sino

wlthin the meaning of the Securities Act.

The defendant Pyry (Beljing) Consulting Company Limited ("P&yry") Is an international

forestry consulting firm. P8yry Is an expert of Sino within the meaning -of the Securfties

Act,

Sino’s Continuous Disclosure Obligations

12.  As a reporting Issuer In Quebec, Sino was required throughout the Class Perlod

to Issue and file wl_th SEDAR:

SISKINDS, DESMEL LES | Ney
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s WIthin 60 days of the end of each quarter, quarterly interim financial
statements prepared in accordance with GAAP Including a comparative
statement to the end of each of the corresponding periods in the previous

financlal year;

» within 140 days of the end of the fiscal year, annuaj financial statements
prepared in accordance with GAAP, Including comparative financial
statements relating to the perlod covered by the preceding finandlal year;

and

« contemporaneously with each of the above, manhagement’s discussion
and analysls of each of the above financlal statements,
13, The Defendants [ssued the disclosure documents referenced hereln pursuant to
their statutory obligation to do so, and also for the specific purpose of attracting
investment in Sino’s securitles, and Inducing members of the public to purchase

those securitles.
The Defendants’ Misrepresentations

14, Throughout the Class Period, Sino falsely purported to be a legitimate enterprise
operéting as a commerclal forest plantation operator In the PRC. As patt of Its
obllgations as a reborting issuer in Quebec (and elsewhere), Slno Issued the
Impugned Documenits. In those documents, Sino made statements concerning
the nature of Its buslness, ks revenues, profitabllity, future prospects and
compliance with the laws of the PRC and of Canada, Implicltly and explicitly and

through documents incorporated by reference,

Page 7

SISKINDS, DESMENLES iR

Ll

1067



1068

15.  In fact, such statements were materially false and/or misleading. During the
Class Period, Sino overstated its forestry assets, misrepresented its revenue
recognition practices, falsely maintained that its financial statements complied
with Canadlan GAAP and issued materially misleading statements regarding

Chinese law and $ino’s compliance therewith, among other misrepresentations,

16,  OnJune 2, 2011, however, the truth was at least partially revealed. As a result,
the market value of Sino’s securities fell dramatically, and the market value for
Sino’s shares in particular fell by In excess of 70% on, extraordinarily heavy
trading volume. Trading of Sino common shares was halted on the TSX after a
decline In excess of 24% on June 2. When trading resumed on the TSX on June
3, Sino shares fell in excess of a further 63%, for a two-day drop ﬁn excess of

hearly 73%.
The Defendants’ Fault

The Defendants Owed Duties to the Members of the Group

17.  The Defendants owed a duty to the Petitioner and to persons and entities
similarty situated, at law and under provisions of the Securities Act (chapter V-
1.1), to disseminate promptly, or to ensure that prompt dissemlination of truthful,
complete and accurate statements regarding Sino’s business and affairs, and
promptly to correct previously-issued, materially Inaccurate information, so that
the prica of Slno’s publicly-traded securities was based on complete, accurate

and truthful Information.

18. At all times material to the matters complained of herein, each of the Defendants

knew or ought reasonably to have known that the trading price of Sina’s publicly
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20.

21,

22,

traded securities was directly Influenced by the statements disseminated by the

Defendants concerning the business and affairs of Sino.

As stich, the Defendants knew or ought reasonably to have known that a failure
to ensure that Slno’s disclosures referenced herein were materially accurate and
materially comp[efe would cause Sino’s securitles to become Inflated, and thus
would cause damage to persons who invested In Sino’s securities while thelr

price remained Inflated by such false statements.
The Defendants Violated their Duties

Certain statements made by Sino and the D&0Os In the Impugned Documents
were materially false and/or misleading. The Petitioner and the Members of the
G.roup relied on such statements directly or Indirectly or via the Instrumentality of
the markets on which Sino securitles traded. When the truth was revealed and
true value of Sino's securities became clear, the Petitioner and the Members of
the Group were Injured thereby. The Petitioner and the Group plead negligent

misrepresentation as agalnst Sino and the D&0Os.

Sino’s internal controls, which were designed and/or maintalned by the D&Os,
were Inadequate or Ignored. The D&Os owed a duty of care to the Petitioner
and the Members of the Group to properly design and/or malntain such internal
controls. The Petitioner and the Group plead negligence as against the D&Q0s In

connection thereto,

E&Y made statements In certaln of the Impugned Documents that were
continuous disclosure documents that the audlted financial statements contained

or Incorporated by reference thereln “present fairly, and In all material respects,
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23,

[N

the financlal position of [Sino] [...] and the results of its operations and cash
flows [...] In accordance with Canadian generélly accepted accounting ptinciples”
{or similar language). Such statements were mater(ally false and/or misleading,
and E&Y lacked a reasenable basis to make such statements when E&Y made
them. E&Y knowingly prepared its reports for use by Sino's security holders and
prospective security holders, The Petitioner and the Group relled on such
statements directly or indirectly or via the instrumentality of the markets ‘on
which Sino securities traded. When the truth was revealed and the true value of
Sino’s securities became clear, the Petitioner and the Group were Injured
thereby. In respect of Sino's continuous disclosure documents, the Petitioner

and the Group plead negiigence and negllgent misrepresentatlon as agalnst E&Y.,

E&Y made statements in those of the Impugned Documents that are
prospectuses that the Sino financial statements contalned or Incorporated by
reference therein “complied with Canadian generally accepted'standards for an
auditor's Involvement with offering documents” (or simllar language). Such
statements were materlally false and/or misleading, and E&Y lacked a reasonable
basis to make such statements when E&Y made them. E&Y knowingly prepared
its reports for use by Sino’s security holders and prospective security holders,
The Petitioner and the Group relied on such statements directly or Indirectly or
via the Instrumentality of the markets on which Sino securitles traded, When the
truth was revealed and true value of Sino’s securities became clear, the
Petltioner and the Group were injured thereby, The Petitloner and the Group
plead negligence and negligent misrepresentatlon as agalnst E&Y In respect of

Slno's Claés Perlod prospectuses.
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24,

25,

26.

27.

28,

Poyry made statements regarding the nature of Sino’s operations In reports
dated on or about May 31, 2011, May 27, 2011, April 23, 2010 and April 2, 2008,
Such statements were materlally false and/or misleading, and Péyry lacked a
reasonable basis to make such statements when P&yry made such statements,
P&yry knowingly prepared its reports for use by Sino’s security holders and
prospective security holders. The Petitioner and the Members of the Group
relied on such statements directly or indirectly or via the instrumentality of the
marlcets on which Sino securities traded. When the truth was revealed and true

value of SIno's securitles became clear, the Petitioner and the Members of the

| Group were injured thereby, The Petitioner and the Members of the Group plead

negdligence and negligent misrepresentation as against Poyry,

At all times material to the matters complalned of herein, each of the Defendants
ought to have known that Sino’s disclosure documents described hereln were
materially misleading -as detailed above., Accordingly, the Defendants have

violated their dutles to the Petitioner and to persons or entities similarly situated.

The reasonable standard of care expected in the drcumstances required the
Defendants to act falrly, reasonably, honestly, candidly and In the best interests

of the Petitioner and the other Members of the Group.

The Defendants Tailed to meet the standard of care required by lssuing Sino’s
disclosure documents during the relevant period, which were matetially false

and/or misleading as described above,

The negligence of the Defendants resulted in the damage to the Petitioner and

Members of the Group as pleaded.
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‘The Relationship Between Sino’s Disclosures and the Price of Sino’s Securities

29,

30.

31.

32.

33.

The price of Sino’s securities was directly affected during the Class Perlod by the
issuance of the disclosure documents described herein, The Defendants were
aware at all material times of the effect of Sino’s disclosures upon the price of its

Sino’s securities,

The disclosure documents referenced above were filed, among other places, with
SEDAR and the TSX and thereby became Immediately available to, and were
reproduced for Inspection by, the Members of the Group, other members of the

investing public, financlal analysts and the financlal press,

Sino routinaly transmitted the documents referred to above to the flnanclal
press, financial analysts and certain prospective and actual holders of Sino's
securities. Sino provided elther copies of the above referenced documents or

links thereto on its website,

Sino regularly communicated with the public investors and financlal analysts via
established market communication mechanlsms, Including through regular
disserniﬁat[ons of press releases on newswire services in Canada, the United
States and elsewhere, The price of Sinos securities was directly affected each
time SINO communicated new material information about Sino’s financlal results

to the public.

Sino was the subject of analysts” reports that incorporated material information
contained In the disclosure documents referred to above, with the effect that any
recommendations In such reports during the Class Period were based, in whole

or In part, upon that informatlon.
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34

Sino's securities were and are traded on efficlent and automated martkets, The
price at which Sino’s securitles traded promptly incorporated material Information
about Slno's business and affairs, Including the omissfons andfor
misrepresentations described herein, which were disseminated to the public
th‘rough the documents referred to above and distributed by Sinc, as well as by

other means,

Statutory Liability for Misrepresentations — Secondary Market

35.

36.

37.

38,

39,

40.

41,

Each of the Impugned Documents is a “Core Decument” within the meaning of

the Securities Act,
Each of the Impugned Doctments contalned one or more misrepresentations.

Each of the D&0s was an offlcer and/or director of Sino at all material times.
Each of the D&Os authorlzed, permitted or acquiesced in the release of some or

all of the Impugned Documents,

Sino is a reporting Issuer within the meaning of the Secusities Act.
Ptiyry Is an expert within the meaning of the Securities Act.

E&Y Ts an expert within the meaning of the Securities Act.

The Petitioner and the Group assert the causes of action set forth in Title VIII,
Chapter II, Dlvision II of the Securities Act as agalnst Sino, Poyry, the D&Qs and

E&Y and will seek leave, if and as requlred, in connection therewith,

Page 13

SISKINDS, DESMENLES| M

1073



1074

Statutory Liability for Misrepresentations — Primaty Market

42,  Sino issued prospectuses on December 11, 2009 and June 1, 2009 (the

“Prospectuses,” both of which are Impugned Documents).
43.  The defendants E&Y, Chan, Horsley, Martin and Hyde signed the Prospectuses,

44,  The Prospectuses contained one or more misrepresentations within the meaning

of the Securitles Act.

45,  The Petitioner and the Group plead the cause of action found in Title VIII,

Chapter II, Divislon I of the Securities Act as against all Defendants.
Vicarious Liability of Sino

46.  Sino Is vicarlously llable for the 'acts and omlssions of the Individual Defendants

particularized in this Claim.

47,  The acts or omlsslons partlcularized and alleged hereln to have been done by
Sino were authorlzed, ordered and done by the Defendants and other agents,
employees and representatives of Sino, while engaged in the management,
direction, control transaction of the business and affairs of Sino, Such acts and
omissions are, therefore, not only the acts and omissions of the Individual

Defendants, but are also the acts and omissions of Sino.

Pamages

48,  As a result of the acts and omisslons described above, the Petitioner and the

other Members of the Group were Induced to over-pay substantlally for Sino's
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securities. Such persons and entities have suffered damages equivalent to the

loss In market value that occurred when Sino corrected the Mlgrepresentations.

49,  The petitioner and other Members of the Group are also entitled to recover, as
damages or costs, the costs of administering the plan to distribute the recovery

in this action.
Conditions required to institute a class action

0.  The composition of the Group makes the application of article 59 or 67 C.C.P.

impracticable for the following reasons:

» The number of persons Included in the group Is estimated to be severai

thousand;

» The names and addresses of persons included in the group are not

known to the Petitioner (but are likely to he known to Defendants);

» All the facts alleged In the preceding paragraphs make the application of

articles 59 or 67 C.C.P. impossible.

51. The claims of the Members of the Group ralse identical, similar or related

questions of fact or law, namely:

-+ Did the Defendants authorize or issue false and/or misleading public

information?

« Did the Defendants’ Misrepresentations cause the share price of Sino's

stock to he artificlally inflated during the Class Period?

o rese
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» DId the Defendants therefore commit a fault towards the Petitioner and

the Members of the Group, thereby engaging their liability?

= What prejudice was sustalned by the Petitioner and the Members of the

Group as a result of the Defendants’ faults?

s Are the Defendants jointly responslble for the damages sustalned by each

of the memb'ers?

52. The Interests of justice weigh In favour of this motion belng granted In

-accordance with its conclusions.
Nature of thea action and conclusions sought

53.  The action that the Petltioner wishes to Institute for the benefit of the Members

of the Group Is an action In damages;

54.  The conclusions that the Petitioner wishes to introduce by way of a motion to

Institute proceedings are:
GRANT the Petitioner's action agalnst the Defendants;

CONDEMN Defendants to pay to the Members of the Group compensatory

damages for all monetary losses;

GRANT the class action of the Petitioner on behalf of all the Members of the

Group;

ORDER the treatment of Individual clalms of each Member of the Group In

accordance with articles 1037 to 1040 C.CP.;
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THE WHOLE ‘with Interest and additional indemnity provided for in the Cii/
Code of Quebec and with full costs and expenses including expert fees and

notice expenses;

55, The Petitioner suggests that this class action be exercised before the Superior

Court in the district of Quebec for the following reasons:

» A great humber of the Members of the Group resldes In the judicial

district of Montreal and in the appeal district of Quebec;
« The Petitioner and 1is lawyers are domiciled in the district of Quebec.

56,  The Petitioner, who Is requesting to obtaln the status of representative, wlll faitly
and adeguately protect and represent the Interest of the Members of the Group

for the following reasons:
* He understands the nature of the action;

+ He is avallable to dedicate the time necessary for an action to collaborate

with Members of the Group; and

» His interests are not antagonistic to those of other Members of the

Group.
57.  The present motion Is well-founded in fact and In law.
FOR THESE REASQONS, MAY IT PLEASE THE COURT:

GRANT the present motion;
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AUTHORIZE the bringing of a class action in the form of a motion to Institute

proceedings In damages;

ASCRIBE the Petitloner the status of representative of the persons included in

the group herein described as:

“All persons or entitles domiclled in Quebec (other than the Defendants,
thelr past and present subsidiaiies, affiliates, officets, directoers, senior
employees, partners, legal representatives, helrs, predecessors,
successors and assigns, and any individual who Is an immediate member
of the families of the Individual named defendants) who purchased or
otherwlse acqulred, whether in the secondary market, or under a
prospectus or other offering document in the primary market, equity,
debt or other securities of or relating to Sino-Forest Corporation, from
and including August 12, 2008 to and including June 2, 2011 (the “Class

Period”)."”
or such other class definition as may be approved by the Court,

IDENTIFY the principle ques.tions of fact and law to be treated collectively as the

followlng:
« Did the Defendants autherize or Issue false and/or misleading public information?

s Dld the Defendants’ Misrepresentations cause the share price of Sino's stock to

be artificlally inflated during the Class Period?

 Did the Defendants therefore commit a fault towards the Petitioner and the

Members of the Group, thereby engaging thelr liability?
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o What prejudice was sustained by the Petitioner and the Members of the Group as

a resuit of the Defehdants’ faults?

e Are the Defendants jointly responsible for the damages sustained by each of the

Members of the Group?

IDENTIFY the conclusions sought by the class actlon to be instituted as being the

following:
GRANT the Petitloner's actlon against the Defendants;

DECLARE that the Defendants made the Misrepresentations during the Class

Period;
DECLARE that the Defendants made the Misrepresentations negligently;

DECLARE that Sino Is vicarlously liable for the acts and/or omlssions of the

Individual Defendants;

CONDEMN Defendants to pay to the Members of the Group compensatory
damages in the amount of 4 billon$, or such other sum as this Court finds

approprlate for all monetary losses;

GRANT the class action of the Petitioner on behalf of all the Members of the

Group;

ORDER the treatment of Individual claims of each Member of the Group in

accordance with articles 1037 to 1040 C.C.P.;
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THE WHOLE with interest and additional Indemnity provided for In the i/

Code of Quebec and with full costs and expenses [ncluding expert fees and

notice fees;

DECLARE that all Members of the Group that have not requested their excluslon
from the Group In the prescribed delay to be bound by any judgement to be

rendered on the class action to be Instituted;

FIX the delay of exclusion at 30 days from the date of the publication of the

notice to the Members of the Group;

ORDER the publication of a notice to the Members of the Group in accordance

with article 1006 C.C.P.;

THE WHOLE with costs to follow.

Quebec, June 9, 2011

(s) SISKINDS, DESMEULES

SISKINDS, DESMEULES, AVOCATS
{Me Simon Hébert)
Lawyer for the Petitioner
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SCHEDULE 1

NOTICE TO DEFENDANT

Take notice that the plalntiff has filed this action or application In the office of
the Superior Court of the judiclal district of Québec,

To file an answer to this action or appilcation, you must fitst file an appearance,
personally -or by advocate, at the courthouse of Québec located at 300, boul.
Jean-Lesage, Québec, G1K 8K6 within 10 days of service of this motion.

If you fail To file an appearance within the time limit Indicated, a judgment by
default may be rendered agalnst you without further notice upon the explry of
the 10 day perlod.

If you file an appearance, the action or application will be presented before the
court on September 23, 2011, at 9h00 a.m., in room 3,14 of the courthouse. Cn
that date, the court may exercise such powers as are necessaty to ensure the
otderly progress of the proceeding ot the court may hear the case, unless you
have made a written agreement with the plaintiff or the plaintiff's advocate on a
timetable for the orderly progress of the proceeding. The timetable must be filed
In the office of the court.

These exhibits are available on request.

Quebec City June 9, 2011

(s) SISKINDS, DESMEULES

SISKINDS, DESMEULES, AVQCATS
(Me Simon Hébert)
Lawyers for the Petitioner
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